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SERVICES AGREEMENT

This Services Agreement ("Agreement"”) is made effective upon execution ("Effective Date™) by
and between Ameren Illinois Company d/b/a Ameren lllinois (“Ameren Illinois”), an lllinois
Corporation with its principle place of business at 300 Liberty Street, Peoria, IL 61602 and
Opinion Dynamics Corporation, a Massachusetts corporation with its principle place of business
at 230 Third Avenue, Waltham, MA 02451, (“Supplier”); each individual referred to as a
“party” and collectively as “parties.

BACKGROUND

WHEREAS, the parties desire Supplier to perform evaluation services under the terms and
conditions of this Agreement with each Project defined in the Statement of Work hereinafter set
forth,

NOW THEREFORE, in consideration of the mutual promises and covenants set forth herein and
for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties agree as follows:

ARTICLE 1: DEFINITIONS

1.1 In addition to terms define elsewhere in the Agreement, the following terms went used in
this Agreement shall have the meanings set forth below. Words importing persons include
corporations or other entities, as applicable, and words importing the singular include the plural
and vice versa when the context requires.

1.2 "Acceptance Criteria” shall mean with respect to a Deliverable or a Service, a statement
defining the criteria for acceptance of that Deliverable or Service. In no event shall the criteria
for acceptance be based on the outcome of an evaluation by the Evaluator.

1.3 "Deliverable" shall mean a tangible work product to be developed for and delivered to
Ameren, as set forth in the Statement of Work. By way of example, a "Deliverable™ may consist
of a plan, a report, or a design.

1.3 "Enforceable Intellectual Property Right" shall mean a proprietary right, including
without limitation a trade secret, copyright, patent or trademark.

1.4 “ICC” shall mean Illinois Commerce Commission.

1.5  "Implementer" shall mean the implementation contractor hired by Ameren to implement

the [Residential]/[Business] Energy Solutions Program Portfolio.

1.6 "Orders" shall mean the ICC Order in ICC Docket #10-0568 dated December 21, 2010
and ICC Order on Rehearing in the same docket dated May 24, 2011 which approved the electric
and gas Energy Efficiency and Demand-Response Plan for the plan cycle 2011 — 2014 as
required and authorized by Sections 8-103 and 8-104 of the Illinois Public Utilities Act, 220
ILCS 5/8-103 and 220 ILCS 5/8-104, and authorized its implementation, as such orders may be
modified, clarified, amended or supplemented from time to time.

1.7  "Project” shall mean the Services to be rendered to Ameren, and the related Deliverables,
as set forth in the Statement of Work.

1.8  “Services” shall mean the evaluation services described or required pursuant to the terms
and conditions of this Agreement and the Statement of Work attached hereto.

1.9 "Statement of Work" shall mean the Statement of Work attached to this Agreement as
Exhibit A hereto. In the event of a conflict between the Statement of Work and the provisions of
this Agreement, the Statement of Work shall take precedence as to the Project described therein.
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ARTICLE 2: SERVICES

2.1  Supplier shall render the Services and deliver the Deliverables set forth in the Statement
of Work to Ameren lIllinois, and Ameren Illinois shall perform its responsibilities set forth in the
Statement of Work. Supplier shall complete all work on or prior the agreed milestones and dates
set forth in the Statement of Work. Delays or possible delays in performance of the work or in
the completion of milestones and dates set forth in the Statement of Work shall be reported
within five (5) days after Supplier's discovery thereof to Ameren Illinois. Supplier shall take all
necessary steps, at no additional cost to Ameren lllinois, to recover delays in the dates set forth
in the Statement of Work.

2.2 Supplier shall access Ameren’s internal networks and information in accordance with the
instructions contained in Exhibit B hereof.

2.3 Supplier acknowledges that this is a turn-key project and, unless otherwise specifically
provided in the Statement of Work, Supplier shall provide and pay for all labor, equipment, rent,
materials, tools, machinery, water, heat, utilities, transportation and other facilities and services
necessary for the proper preparation, execution and completion of the Services and Deliverables.
2.4 Supplier shall reasonably cooperate with all other contractors who may be performing
work on behalf of Ameren Illinois, including without limitation the Implementer, and Supplier
shall conduct its operations so as to not unreasonably interfere with the work of such contractors.

ARTICLE 3: FEES AND EXPENSES

3.1  All fees and expenses due Supplier in connection with a Project, inclusive of taxes, shall
be set forth in the Statement of Work. Payment for all work performed by Supplier in connection
with a Project shall be made by Ameren Illinois to Supplier in accordance with the payment
schedule and procedures in the Statement of Work. Supplier shall issue invoices to Ameren
Illinois in accordance with the instructions contained in Exhibit C hereof,

3.2 Ameren lllinois may withhold payment from the Supplier for the following reasons: (i)
breach by Supplier of any of its obligations under this Contract, including the costs to Ameren
Illinois of remedying the breach (whether by repairing or re-ordering any materials or re-
performing any Services or otherwise) and all other costs directly attributable to other Services
that are required to be performed in connection with remedying such breach (ii) a claim made,
asserted or filed against Ameren lIllinois or reasonable evidence indicating such a claim may be
asserted which is subject to indemnification pursuant to this Contract; (iii) lien claims made,
asserted or filed regarding the Project; (iv) the failure of Supplier to properly make payments to
Supplier’s subcontractors; (v) improper, erroneous, or incomplete payment documentation,
including improper or insufficient lien waiver forms; (vi) reasonable evidence that the Services
will not be completed within the time requirements specified in the Statement of Work and (vi)
damage to any other work on the Project caused by Supplier or Supplier’s subcontractors.

3.3  Payments withheld shall be in an amount sufficient, in Ameren lllinois’ reasonable
opinion, (i) to satisfy, discharge and/or defend against any claims or lien claims threatened or
brought against the Project or judgment that may be recovered thereon, and/or (ii) to make good
any non-payment, damage, failure or default. If the amount withheld is insufficient, Supplier
shall be liable for the difference and pay the same to Ameren Illinois.

3.4  Supplier's correspondence, records, vouchers and books of account, insofar as they
pertain to costs made for Ameren lIllinois' account under this Agreement, will be open at all
reasonable times to Ameren lllinois' inspection and audit.
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3.5  All invoices shall be due and payable within thirty (30) days of receipt by Ameren
Illinois. Invoices paid within ten (10) days of receipt are subject to a discount of two percent
(2%) of the amount invoiced.

3.6 Personal telephone calls by Supplier employees to their homes are reimbursable provided
the number, cost, and duration are reasonable.

3.7  Any expenses to be incurred that are not covered herein are subject to the advance
approval of Ameren Illinois. If advance discussion is not possible, Ameren Illinois will
reimburse Supplier for the expense if expense reimbursements are generally authorized and if the
expenditure is business related, proper, and reasonable. Aggregate reimbursements shall not
exceed five percent (5%) of the total value of the Statement of Work issued hereunder without
the prior written consent of Ameren lllinois.

ARTICLE 4: CHANGE CONTROL PROCEDURE

4.1  The parties acknowledge and agree that the occurrence of the following events may
require a change to the schedule and/or fixed price: (A) a material change to or deficiency in the
information which Ameren Illinois has supplied to Supplier; (B) an unanticipated event that
materially changes the service needs or requirements of Ameren lllinois; (C) circumstances
beyond the reasonable control of either of the parties, acts of God or other Force Majeure Events
(as defined herein); or (D) a change in law (each, an "Adjustment Event").

4.2 The parties also agree that from time to time during the term of this Agreement, Ameren
Illinois may request, or Supplier may propose, that Supplier implement a change to the Services
which may require a change to the schedule and/or fixed price (each, a "Change™), including: (A)
a change to the scope of the Services, including the Deliverables and/or their functionality; or (B)
a change in the prioritization or manner in which Supplier is performing the Services.

4.3 In the event an Adjustment Event occurs or the parties agree on a Change, Supplier shall
prepare and provide to Ameren lllinois a proposed change order.

4.4  Ameren Illinois shall review the proposed change order and either (A) reject the proposed
change order, (B) approve the proposed change order or (C) notify Supplier of any item(s) set
forth in the proposed change order of which Ameren Illinois disapproves, in which case Ameren
Illinois and Supplier shall use diligent efforts to seek to resolve such item(s) within thirty (30)
days. Supplier shall not commence the work described in a proposed change order until Ameren
Illinois has provided Supplier with (A) written authorization signed by the Project Manager or
other authorized representative of Ameren Illinois to commence providing such work under such
proposed change order and (B) Ameren Illinois and Supplier have mutually agreed upon the
content of, and executed, the proposed change order, including an adjustment to the schedule
and/or the fixed price, as applicable, at which time the proposed change order shall constitute a
"Change Order" and an amendment to the Statement of Work and the work set forth therein shall
constitute Services. The compensation set forth in the Change Order shall be the total
compensation due to Supplier in connection with the Services set forth therein, including,
without limitation, changes in the schedule of such Services and the cumulative impact of
Changes and Supplier hereby waives any claim to additional compensation in connection with
any such Change Order.

ARTICLE 5: ACCEPTANCE OF DELIVERABLES
Acceptance of Deliverables shall be made in accordance with the Acceptance Criteria set forth in
the Statement of Work.
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ARTICLE 6: TERM OF AGREEMENT

6.1 This Agreement is effective on the Effective Date and shall extend until the earlier of (a)
February 28, 2015 (“Termination Date”), or (b) the Statement of Work has terminated or
expired, unless sooner extended or terminated as hereinafter provided.

6.2  Ameren lllinois may extend this Agreement by providing Supplier with a written notice
at least thirty (30) day prior to the expiration date. In such event, the parties shall agree upon a
Change reflecting Supplier’s pricing then in effect and all other modifications to this Agreement
required to satisfy any ICC order in effect. The Termination Date will also be extended and
Ameren lllinois shall have an ongoing right to make further extensions to the term of this
Agreement unless Supplier objects in writing upon receipt of Ameren Illinois’ notice

ARTICLE 7: DELIVERY AND ACCEPTANCE

7.1 Supplier shall furnish to Ameren Illinois the Deliverables, meeting notes and other
working papers, if any, described in the Statement of Work in accordance with the terms of the
Statement of Work in all material respects.

7.2 Supplier will exercise due professional care and competence and will perform Services in
a first class, workmanlike manner. Ameren lIllinois shall have the right to evaluate and test each
Deliverable in accordance with the applicable Acceptance Criteria. Within thirty (30) days of
delivery, Ameren lllinois shall give Supplier written notice of Ameren Illinois' acceptance or
rejection of the Deliverables in accordance with those Acceptance Criteria. Ameren Illinois'
acceptance of the Deliverables shall in no manner waive Ameren Illinois' rights under any
representation or warranty set forth in this Agreement.

7.3 Supplier shall correct any deficiencies or errors and/or omissions in the Services and/or
Deliverables at Supplier's cost in order that the Deliverables will meet the Acceptance Criteria.

ARTICLE 8: SUPPLIER'S USE OF CLIENT MATERIALS

No license or right is granted under this Agreement to Supplier to use, execute, reproduce,
display, perform, distribute externally, sell copies of, or prepare derivative works based upon,
any Ameren lllinois materials, except that Supplier may exercise the foregoing rights of use,
execution, reproduction and adaptation within its own organization solely for the purpose of
rendering performance as required by the Statement of Work. Upon completion of such
performance, all Ameren Illinois materials (excluding any adaptations thereof) shall be returned
in their entirety to Ameren lllinois. The terms of this Article do not, however, affect the
obligations of the parties under Article 11 (Confidentiality) below.

ARTICLE 9: OWNERSHIP AND RIGHTS

9.1 Unless otherwise provided in the Statement of Work, Ameren lllinois shall, upon
payment of invoices relating thereto, own all Deliverables and all U.S. copyrights in those
Deliverables, and all Deliverables shall be considered work made for hire owned by Ameren
Illinois. If any such Deliverables may not, by operation of law, be considered works made for
hire (or if ownership of all right, title and interest of the U.S. copyrights therein shall not
otherwise vest exclusively in Ameren Illinois), Supplier shall be deemed to have automatically
assigned, without further consideration, the ownership of all U.S. copyrights therein to Ameren
Illinois, its successors and assigns, upon such payment. Ameren lllinois, its successors and
assigns, shall then have the right to obtain and hold in its or their own name copyrights,
registrations, and any other protection available in the foregoing. Ameren Illinois shall use all
Deliverables provided hereunder solely in connection with the purpose set forth in the Statement
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of Work and not for any other purpose without the Supplier’s written approval, such approval
shall not be unreasonably withheld. All information provided by Ameren Illinois to Supplier or
its representatives is “AS 1S and Supplier can and will assume that all information furnished is
complete and accurate.

9.2  To the extent any technology, information or materials developed or acquired by Supplier
independently of work under this Agreement are incorporated or embedded in Deliverables, and
including all third party works and products which Supplier is free to license, Supplier hereby
grants Ameren lllinois and the ICC a royalty-free, irrevocable, worldwide, nonexclusive,
perpetual license, to use, disclose, reproduce, sublicense, modify, prepare derivative works from,
perform and display Deliverables internally. Notwithstanding any other provision of this
Agreement, Supplier retains ownership of all such pre-existing technology, information and
materials, and subject to any applicable nondisclosure obligation, retains the right to use,
disclose, reproduce, sublicense, modify, prepare derivative works from, perform and display its
knowledge, experience and know-how, including processes, ideas and techniques developed or
improved by Supplier in the course of performing this Agreement.

9.3  Allinformation provided to Supplier or any subcontractor by any person who is or
hereafter becomes a customer of Ameren Illinois, or who participates in the Project, including
without limitation their names, social security numbers, credit card numbers, identifying
information, mailing and email address, marketing, product or other preferences, energy
consumption, savings, performance and other data, and other information provided by them or
collected about them as part of the Project or otherwise (collectively, the "Customer
Information™), shall, as between Ameren Illinois and Supplier, be owned by Ameren Illinois and
treated by Supplier in the same manner as Ameren lllinois Confidential Information and in
accordance with applicable laws and regulations restricting the disclosure and use of such
information. An exception to this is survey information, which will be provided to Ameren
Illinois on an aggregate level, but not by individual respondent. Supplier acknowledges that the
customer relationships and goodwill associated with the Project and the benefits thereof belong
exclusively to Ameren Illinois. Supplier shall include in its subcontracts provisions necessary to
implement the intent of this paragraph.

9.4  Ameren lllinois or the ICC, upon written request to Supplier, shall have access to any of
the source data used by Supplier to prepare any Deliverable under this Agreement, even if such
data was obtained from a third party. The parties agree that such supplier source data shall be
deemed to be “Proprietary Materials” and shall be subject the Article 11 “Confidentiality.”

ARTICLE 10: PROJECT TERMINATION

10.1  Ameren lllinois shall have the right to terminate a Project at any time without cause upon
seven (7) days prior written notice to Supplier. In the event of such termination, Supplier shall
immediately suspend the provision of Services and Ameren lllinois shall pay for all conforming
Services rendered and all conforming Deliverables provided through the effective date of
termination. Supplier shall promptly deliver to Ameren Illinois all materials and information
supplied by Ameren Illinois in connection with the terminated Project, together with all
Deliverables in process at the effective date of termination, whether complete or partially
complete.

10.2  Ameren Illinois or Supplier may terminate this Agreement for material breach thereof
upon fifteen (15) days prior written notice, if the breach is not cured within the fifteen-day notice
period; provided that such fifteen-day cure period shall be extended so long as the party in
breach is diligently pursuing the cure of such breach.
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10.3 Either party may terminate this Agreement and the Statement of Work hereunder

effective immediately upon giving notification thereof in the event the other party is adjudged

insolvent or bankrupt, or upon the institution of any proceeding against the other party seeking

relief, reorganization or arrangement under any laws relating to insolvency, or for the making of

any assignment for the benefit of creditors, or upon the appointment of a receiver, liquidator or

trustee of any of the other party's property or assets, or upon liquidation, dissolution or winding

up of the other party's business.

10.4 Notwithstanding anything herein to the contrary or in any other agreement between the

parties, and as required by the Orders, the ICC has the right:

I. to approve or reject this Agreement, in whole or in part;

ii, to direct Ameren lllinois to terminate this Agreement, if the ICC determines that the
Supplier is unable or unwilling to provide an independent evaluation; and

iii. to approve, or decline to approve, any action by Ameren Illinois that would result in
termination of the Supplier during the Agreement.

Therefore, this Agreement is subject to the approval of the ICC and if that approval is not given

this Agreement shall be null and void. Further, This Agreement shall automatically terminate on

Ameren Illinois receipt of written notice from the ICC directing Ameren Illinois to terminate this

Agreement pursuant to Article 10.4. The parties shall hold the ICC harmless for any action taken

by it or its Staff in the exercise of its authority as set forth herein.

10.5 In the event that Ameren Illinois or Supplier issues a notice of termination or notice of

default under this Agreement, it shall contemporaneously provide a copy of such notice to the

ICC.

ARTICLE 11: CONFIDENTIALITY

In the course of performing the Services, either party (the "Disclosing Party") may use and
disclose to the other party (the "Receiving Party") software, other products, personnel data,
Customer Information, business and technical information, and consulting methodologies of the
Disclosing Party ("Proprietary Materials™) that may or may not be licensed under separate
agreements. The Receiving Party agrees to safeguard and keep confidential the Proprietary
Material, and to use such Proprietary Materials only internally in the course of the Receiving
Party's business. The Receiving Party will limit the use of, and access to, the Proprietary
Materials to the Receiving Party's employees whose use of, or access to, the Proprietary
Materials is necessary for the Receiving Party's internal business use. The Receiving Party will
have in effect, and will enforce, rules and policies designed to protect against unauthorized use
or reproduction of the Proprietary Materials and other confidential information, including
instruction of and written agreements with the Receiving Party's employees and contractors to
insure that they use and protect the Proprietary Materials in a manner which protects the
Disclosing Party's proprietary rights. The Receiving Party shall not provide access to the
Disclosing Party's Proprietary Materials to any third party unless such third party has signed a
confidentiality agreement with the Disclosing Party.  The Receiving Party shall have no
obligation of confidentiality with respect to Proprietary Materials that: (i) were rightfully in
possession of or known to the Receiving Party without any obligation of confidentiality prior to
receiving them from the Disclosing Party; (ii) are, or subsequently become, legally and publicly
available without breach of this Agreement; (iii) are rightfully obtained by the Receiving Party
from a source other than the Disclosing Party without any obligation of confidentiality; (iv) are
developed by or for the Receiving Party without use of the Proprietary Materials and such
independent development can be shown by documentary evidence; (v) are transmitted by a
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party after receiving written notification from the other party that it does not desire to receive any
further Proprietary Materials; or (vi) are disclosed by the Receiving Party pursuant to a valid
order issued by a court or government agency, provided that the Receiving Party provides the
Disclosing Party (a) prior written notice of such obligation and (b) the opportunity to oppose
such disclosure or obtain a protective order.

ARTICLE 12: INTELLECTUAL PROPERTY INDEMNITY

12.1  Ameren Illinois will notify Supplier, in writing, of any claim against Ameren Illinois that
any Deliverable, or the use thereof, infringes an Enforceable Intellectual Property Right. Upon
being notified of any action brought against Ameren Illinois based on such a claim, Supplier, at
its sole cost, shall indemnify and defend Ameren Illinois in the action, perform any negotiations
for settlement or compromise of the action, and pay any and all settlements reached and/or costs
and damages awarded in the action, together with reasonable attorneys' fees; provided, however,
that to the extent that any action is based upon a claim that material furnished to Supplier or
inserted into any Deliverable by Ameren lllinois, or the use of such material, infringes an
Enforceable Intellectual Property Right, Ameren Illinois, at its sole cost, shall indemnify and
defend Supplier in the action, perform any negotiations for settlement or compromise of the
action, and pay any and all settlements reached and/or costs and damages awarded in the action,
together with reasonable attorneys' fees. The foregoing indemnification obligation of Supplier
shall apply only to third-party claims for actual infringement of any United States Enforceable
Intellectual Property Rights; no such indemnification will be provided by Supplier to the extent
that any such infringement is caused by any use or modification of any of the Deliverables by
Ameren Illinois or any of its affiliates that is not authorized in writing by Supplier.

12.2  In the event of any such action for infringement of an Enforceable Intellectual Property
Right Supplier will, with the consent of Ameren lllinois: (a) obtain for Ameren Illinois or
Supplier the right to use the infringing material, (b) modify the Deliverables so as to render them
non-infringing and functionally equivalent, or (c) provide Ameren lllinois with functionally
equivalent substitute Deliverables. Any remedy under this paragraph shall be undertaken at the
expense of the party that furnished the infringing material.

ARTICLE 13: WARRANTIES

Supplier warrants that, at the time of delivery to Ameren lllinois, the Deliverables will not
infringe any Enforceable Intellectual Property Right of any third party. Supplier makes no
warranty with respect to third party rights in any materials furnished to Supplier by Ameren
Illinois. In addition, Supplier warrants that all Services will be performed and all Deliverables
will be provided: (i) in a timely and professional manner by appropriately skilled personnel; (ii)
in @ manner that conforms to high standards for quality in the field of energy efficiency; and (iii)
in compliance with any and all applicable laws or regulations, including, without limitation, the
Order, and in a manner that does not violate any such laws or regulation. Supplier further
warrants that any and all Deliverables (with respect to tangible property) created and/or delivered
by Supplier under this Agreement or the Statement of Work shall be free from defects in material
and workmanship. In addition to Supplier’s warranties set forth in this Agreement, (i) Supplier
hereby assigns to Ameren Illinois any and all warranties provided to Supplier by any
manufacturer or seller of the Deliverables or any components thereof and (ii) Supplier shall take
all steps necessary to pass through any third party warranties provided in connection with the
Project, Services or Deliverables.
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ARTICLE 14: INSURANCE

Without limiting the scope or extent of the protection afforded Ameren Illinois or the liabilities
assumed by Supplier herein, Supplier and any subcontractors shall obtain and maintain in force
for the entire life of this Agreement the following insurance and name Ameren Corporation, its
subsidiary and affiliates as additional insured on primary and non-contributory basis and include
a severability of interest provision:

(A)  Commercial General Liability insurance on the premises and Services covered by
this Agreement and specifically including, without limitation, contractual liability
insurance to cover liability assumed by Supplier with combined single limits, per
accident, of not less $1,000,000 for bodily injury, including death and property
damage.

(B)  Worker’s Compensation insurance with statutory limits and employer's liability
insurance with limits of not less than $500,000.

(C)  All insurance provided by Supplier and any Subcontractor shall be primary,
without right of contribution, with respect to any similar insurance maintained by
Ameren Illinois or its Affiliates. Supplier agrees, and shall require any
Subcontractor to agree, to waive all rights of subrogation against Ameren Illinois
with respect to each of the coverages noted in this Article 14. Insurance required
hereunder shall name Ameren lIllinois, its subsidiaries and their Affiliates as
additional insureds on a primary and non-contributory basis, and shall include a
severability of interest provision. Such insurance shall, to the extent permitted by
law, provide for a waiver of subrogation against Ameren lllinois, its subsidiaries
and their Affiliates, and their respective directors, officers, agents and employees
as well as other contractors and subcontractors.

143 Supplier shall, before the commencement of any Services, furnish Ameren Illinois
with a certificate from an insurance carrier acceptable to Ameren Illinois stating that policies
of insurance carrier acceptable to Ameren Illinois have been issued by it to Supplier and any
subcontractors providing for the insurance listed above and that such policies are in

force. Supplier shall endeavor to provide that Ameren Illinois will be given thirty (30) days
prior written notice (by first class mail) of any cancellation or material change in such
policies, addressed to Ameren Services Company, Attention: Ameren Services Company,
Attention: Process and Performance Group — Supply Chain Operations, P.O. Box 66149, St.
Louis, MO 63166-6149.

ARTICLE 15: INDEMNITY

15.1  Supplier shall defend, indemnify and save harmless Ameren Illinois, its parent, affiliates
and subsidiaries, and their respective directors, officers and employees, from and against any and
all third-party claims, demands, losses, damages, reasonable attorney fees and expenses caused
by or resulting from any negligent, willful or fraudulent act or omission of Supplier, its agents,
employees, or subcontractors, including consultants, directly arising out of the Services to the
fullest extent permitted by law: (i) for bodily injuries, including death, to any person, including,
but not limited to, third parties, employees of Ameren lllinois, Supplier or subcontractor and
their respective dependents or personal representatives; (ii) for illness and disease to any person
including, but not limited to, third parties, employees of Ameren Illinois, Supplier or
subcontractor and their respective dependents or personal representatives; (iii) for personal
injury, including, but not limited to, libel, slander, defamation or injury arising from the violation
of any individual right protected by any Federal or State law, to any person including, but not
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limited to, third parties, employees of Ameren Illinois, Supplier or subcontractor and their
respective dependents or personal representatives; (iv) for damage to both personal and real
property, including contamination of air, soil and water of Ameren lIllinois, as well as any other
entity or person, including adjoining, adjacent, or nearby property, buildings, driveways, walks,
yards, fences and livestock, including the loss of use thereof sustained by any person or entity;
and (v) for liability arising out of or by virtue of any law, Federal or State, whether statutory or
common law, or any ordinance, regulation or rule of any public body or corporation, whether
created or existing under and by virtue of any Federal or State law under which Ameren Illinois,
Supplier or subcontractor is or may be alleged to be liable or responsible by virtue of ownership,
control, action or failure to take action, in connection with the Services. Supplier shall not be
obligated to indemnify Ameren Illinois against any liability, losses, claims, damages, costs and
expenses arising from Ameren Illinois’ or any of its affiliates or any of their respective
employees’, agents’ or subcontractors’ negligent or willful acts or omissions.
15.2  Supplier shall not be obligated to indemnify Ameren Illinois against any liability, losses,
claims, damages, costs and expenses arising from Ameren Illinois' sole negligence.
15.3 In addition to and without limiting the indemnification provided under paragraph 15.1,
Supplier agrees to indemnify and save harmless against any liability for any and all federal, state
and local withholding taxes, penalties and interest (including, but not limited to, any amount paid
in professional fees related to such taxes, penalties and interest) with respect to:
@ Supplier's employees provided in connection with the Services rendered under
this Agreement; and
(b) Independent contractors hired by Supplier and provided in connection with the

Services rendered under this Agreement, even if such independent contractors are

determined by the Internal Revenue Service or state or local taxing authority to be

employees of the Ameren Illinois for withholding tax purposes.
15.4 Except for claims arising out of Article 12, Intellectual Property Indemnity and claims
payable by insurance required by Article 14, Insurance, the total liability of Supplier and its
subsidiaries, officers, employees and agents for all claims of any kind arising out of this
engagement, whether in contract, tort or otherwise, shall be limited to the total fees paid to
Supplier for the Statement of Work under which the liability arose.
15.5 Neither Supplier nor Ameren Illinois shall in any event be liable for any indirect,
consequential or punitive damages, even if they have been advised of the possibility of such
damages.

ARTICLE 16: SUPPLIER PERSONNEL

At Ameren lllinois's request, Supplier shall submit a list of personnel engaged in connection with
a specific project, which shall be subject to Ameren Illinois' approval and included in the
Statement of Work. Supplier warrants that all personnel named in the Statement of Work shall
actually perform or supervise the work contemplated therein, in the manner described therein,
until the completion, and Ameren lllinois' acceptance, of the Services performed thereunder. In
the event that Supplier wishes to remove from Ameren lIllinois' service any of the personnel
named in the Statement of Work, or substitute other personnel for any of the personnel so named,
Supplier shall submit such request to Ameren Illinois at least ten (10) days in advance of the
proposed removal or substitution. In the event of a contemplated substitution, Supplier shall
submit pertinent resume and biographical data on the proposed substitute personnel. No such
removal or substitution may be made without the prior written approval of Ameren Illinois,
which will not be unreasonably withheld.
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ARTICLE 17: INDEPENDENT CONTRACTORS

Supplier and Ameren Illinois shall at all times be independent parties. Neither party is an
employee, joint venturer, agent, or partner of the other; neither party is authorized to assume or
create any obligations or liabilities, express or implied, on behalf of or in the name of the other.
The employees, methods, facilities and equipment of each party shall at all times be under the
exclusive direction and control of that party. Nothing in this Agreement shall be interpreted or
construed as creating or establishing the relationship of employer and employee between Ameren
Illinois and either Supplier or any employee or agent of Supplier. Supplier will be solely
responsible at all times for its acts or the acts of its agents, employees, and subcontractors.
Supplier will remain free to perform services for third parties; provided, such services will not
conflict or interfere with the performance of Services hereunder, and will not compete with the
current or future business of Ameren lllinois.

ARTICLE 18: REGULATION OF VISITORS, PHOTOGRAPHS AND PRESS RELEASES

A. Supplier shall not permit visitors on Ameren Illinois premises without the prior written
consent of Ameren Illinois.
B. Supplier may not use Ameren lllinois' name or photographs taken by the Supplier on or

in the vicinity of Ameren Illinois' premises in Supplier's advertising without the prior written
consent of Ameren Illinois.

C. Supplier shall not make any verbal or written statement to any press or news media
relative to the Services, Deliverables, this Agreement, Ameren lllinois, or Supplier without
obtaining prior written consent from Ameren Illinois.

ARTICLE 19: ASSIGNMENT

Supplier may not assign any rights or delegate any obligations created by this Agreement without
the prior written consent of Ameren Illinois. Ameren Illinois may not assign any rights or
delegate any obligations created by this Agreement without the prior written consent of Supplier,
which consent shall not be unreasonably withheld.  Notwithstanding the foregoing, Ameren
Illinois shall have the right to assign this Agreement to an Affiliate. "Affiliate(s)" means any
entity that directly, or indirectly through one or more intermediaries, controls or is controlled by,
or is under common control with, Ameren Illinois. Ameren lllinois shall have the right to
disclose Deliverables to Affiliate(s) and allow the use of the Deliverables by Affiliate(s) under
conditions of confidentiality. Ameren Illinois shall have the right to assign its rights under this
Agreement, in whole or in part, to Affiliate(s); provided that the Affiliate(s) to whom such rights
are assigned assume the duties of Ameren lllinois. Any assignment in violation of this
Agreement is void. This Agreement shall be binding upon the successors, legal representatives
and permitted assigns of the parties.

ARTICLE 20: FORCE MAJEURE

Neither party shall be considered in default in the performance of any obligation hereunder to the
extent that the performance of such obligation is prevented or delayed by a Force Majeure Event,
which is defined to include a fire, flood, explosion, strike, war, insurrection, embargo,
government requirement, act of civil or military authority, act of God, or any similar event,
occurrence or condition which is not caused, in whole or in part, by that party, and which is
beyond the reasonable control of that party. The parties shall take all reasonable action to
minimize the effects of a Force Majeure Event. If a Force Majeure Event prevents or delays the
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performance of a party for thirty (30) days, the other party shall thereafter have the right to
terminate each affected Project upon written notice at any time before such performance
resumes.

ARTICLE 21: SEVERABILITY
If any provision of this Agreement is found invalid or unenforceable by a court of law or an
arbitration panel, the remainder of this Agreement shall continue in full force and effect.

ARTICLE 22: RESERVATION OF RIGHTS

A delay or failure in enforcing any right or remedy afforded hereunder or by law shall not
prejudice or operate to waive that right or remedy or any other right or remedy, whether of a
similar or different character.

ARTICLE 23: ENTIRE AGREEMENT

This Agreement, together with the Statement of Work executed by the parties, constitutes the
entire agreement of the parties, superseding all prior agreements and understandings as to the
subject matter herein. No modification or waiver of the provisions of this Agreement shall be
valid or binding unless contained in a written document that is signed by both parties.
Notwithstanding any course of dealings of the parties at any time, no purchase order, invoice or
similar document shall be construed to modify any of the terms of this Agreement, unless the
document (a) is signed by Supplier and Ameren Illinois and (b) expressly refers to this Article 23
and to all provisions of this Agreement that the parties intend to modify by such document.

ARTICLE 24: NEGOTIATED TERMS

The provisions of this Agreement are the result of negotiations between Ameren Illinois and
Supplier. Accordingly, this Agreement shall not be construed in favor of or against either party
by reason of the extent to which the party or any of its professional advisors participated in its
preparation.

ARTICLE 25: HEADINGS

The headings used in this Agreement are intended for convenience only. They are not a part of
the written understanding between the parties, and they shall not affect the construction and
interpretation of this Agreement.

ARTICLE 26: COUNTERPARTS
This Agreement may be executed in two or more counterparts, each of which shall be considered
an original hereof but all of which together shall constitute one agreement.

ARTICLE 27: GOVERNING LAW:; JURISDICTION; WAIVER OF JURY TRIAL

This Agreement shall be governed by Illinois law, and shall be deemed to have been executed
and performed in the State of Illinois. EACH OF THE PARTIES HERETO: (I) HEREBY
IRREVOCABLY SUBMITS ITSELF TO THE EXCLUSIVE JURISDICTION OF (A) THE
APPROPRIATE ILLINOIS STATE COURT LOCATED IN THE COUNTY OF PEORIA,
AND (B) THE U.S. DISTRICT COURT FOR THE CENTRAL DISTRICT OF ILLINOIS, AS
WELL AS TO THE JURISDICTION OF ALL COURTS FROM WHICH AN APPEAL MAY
BE TAKEN FROM SUCH COURTS, FOR THE PURPOSES OF ANY SUIT, ACTION OR
OTHER PROCEEDING BROUGHT BY THE OTHER, OR ITS RESPECTIVE SUCCESSORS

11
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OR PERMITTED ASSIGNS, WITH RESPECT TO THIS AGREEMENT, AND (ll) TO THE
EXTENT PERMITTED BY APPLICABLE LAW, HEREBY WAIVES, AND AGREES NOT
TO ASSERT, BY WAY OF MOTION, AS A DEFENSE OR OTHERWISE IN ANY SUCH
SUIT, ACTION OR PROCEEDING, ANY CLAIM THAT IT IS NOT PERSONALLY
SUBJECT TO THE JURISDICTION OF THE ABOVE-NAMED COURTS, THAT THE SUIT,
ACTION OR PROCEEDING IS BROUGHT IN AN INCONVENIENT FORUM, OR THAT
THE VENUE OF THE SUIT, ACTION OR PROCEEDING IS IMPROPER IN SUCH
COURTS. EACH PARTY HEREBY EXPRESSLY WAIVES ALL RIGHTS OF ANY OTHER
JURISDICTION WHICH THEY MAY NOW OR HEREAFTER HAVE BY REASON OF ITS
PRESENT OR SUBSEQUENT RESIDENCE OR DOMICILE.

EACH PARTY HEREBY EXPRESSLY AND IRREVOCABLY WAIVES ANY RIGHT TO
TRIAL BY JURY, TO THE EXTENT PERMITTED BY LAW, OF ANY CLAIM, DEMAND,
ACTION OR CAUSE OF ACTION ARISING UNDER THIS AGREEMENT, WHETHER
NOW EXISTING OR HEREAFTER ARISING AND WHETHER SOUNDING IN
CONTRACT OR TORT OR OTHERWISE; AND EACH PARTY HEREBY AGREES AND
CONSENTS THAT ANY SUCH CLAIM, DEMAND, ACTION OR CAUSE OF ACTION
SHALL BE DECIDED BY THE COURT WITHOUT A JURY AND THAT ANY PARTY
MAY FILE AN ORIGINAL COUNTERPART OR COPY OF THIS AGREEMENT WITH
ANY COURT AS WRITTEN EVIDENCE OF THE CONSENT OF THE PARTIES TO THIS
AGREEMENT TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY.

ARTICLE 28: NOTICES

Notices hereunder may be given by any means reasonably calculated to timely apprise the other
party of the subject matter thereof and no notice shall be deemed deficient if in writing, or
promptly confirmed in writing, and personally delivered, by express courier, or mailed first-
class, postage prepaid, or sent by electronic mail or facsimile. Notice shall be deemed given on
(i) the date of delivery or refusal in the case of personal delivery, (ii) the delivery or refusal date,
as specified on the return receipt, in the case of over-night courier, express courier, or registered
or certified mail or (iii) when received in the case of an e-mail or facsimile.

TO SUPPLIER: TO AMEREN ILLINOIS:
Bill Norton Ameren Illinois Company
Opinion Dynamics Corporation Attention: Energy Efficiency
230 Third Avenue Department

Waltham, MA 02451 300 Liberty Street

Peoria, Illinois 61602
TO COMMISSION:
Jennifer Hinman
Energy Division
Illinois Commerce Commission
527 East Capitol Avenue
Springfield, 1llinois 62701

Either party may from time to time change the individual(s) to receive notices under this section
and its address for notification purposes by giving the other party prior written notice of the new
individual(s) and address and the date upon which the change will become effective.
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ARTICLE 29: PERMITS AND COMPLIANCE WITH LAWS; SAFETY

A. Supplier shall obtain at its expense all permits and licenses from governmental authorities
and from private parties which are required in connection with the Statement of Work
and the performance of the obligations of the Supplier under this Agreement.

B. In the performance of the Statement of Work and its obligations under this Agreement,
Supplier shall comply with all applicable laws, ordinances, rules, regulations, restrictions
and requirements of all governmental authorities, (collectively, "Laws") in the provision
of the Services hereunder, including, but not limited to, each of the Laws identified in the
Statement of Work issued by Ameren Illinois in connection with this Agreement which
are applicable to Supplier. Supplier shall deliver to Ameren Illinois all certificates of
approvals resulting from inspections.

ARTICLE 30: RETENTION/DISCLOSURE

Notwithstanding any provision to the contrary, if Ameren Illinois is required by order of an
agency or court of competent jurisdiction to retain any information, program, documentation,
manual, or the like for a given time after termination of its use, Ameren lIllinois shall have the
right to do so. Moreover, nothing contained herein shall be construed to prohibit Ameren Illinois
from disclosures required or requested pursuant to law, regulations, rules, or procedures of any
governmental authority, including without limitation any regulatory agency or court of
competent jurisdiction.

ARTICLE 31: ENGAGEMENT OF SUBCONTRACTORS AND CONSULTANTS

31.1 Supplier shall not delegate or subcontract any of its obligations under this Agreement, or
engage consultants, without Ameren Illinois' prior written approval. Ameren lllinois shall have
the right to approve or disapprove the use of proposed subcontractors or consultants not
identified in the Statement of Work in its sole discretion. Subcontractors and consultants will be
engaged subject to all applicable terms and conditions of this Agreement. Approved
subcontractors and consultants shall bill Supplier directly for their Services, it being understood
that such charges are considered as part of the fee due Supplier pursuant to the Statement of
Work. Ameren Illinois shall have the sole right to approve the terms of any agreements between
Supplier and its consultants or subcontractors providing Services hereunder and shall be
provided a fully executed copy of any such agreement.

31.2  Supplier shall remain responsible for obligations, services and functions performed by
subcontractors and consultants to the same extent as if such obligations, services and functions
were performed by Supplier's employees and for purposes of this Agreement such work shall be
deemed work performed by Supplier. Supplier shall be Ameren Illinois' sole point of contact
regarding the Services, including with respect to payment.

31.3 Ameren lllinois shall have the right to direct Supplier to replace any subcontractor or
consultant if the subcontractor's or consultant's performance is materially deficient, good faith
doubts exist concerning the subcontractor's or consultant's ability to render future performance
because of changes in the subcontractor's or consultant's ownership, management, financial
condition, or otherwise, or there have been material misrepresentations by or concerning the
subcontractor or consultant.

31.4  Supplier shall not disclose Ameren Illinois Confidential Information to a subcontractor or
consultant unless and until such subcontractor or consultant has agreed in writing to protect the
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confidentiality of such Confidential Information in a manner substantially equivalent to that
required of Supplier under this Agreement.

ARTICLE 32: CORPORATE COMPLIANCE POLICY DISCLOSURE REQUIREMENTS
37.1  Ameren lllinois parent, Ameren Corporation has adopted certain rules and principals
contained in its Corporate Compliance Policy which, among other things:
(1) generally prohibits Ameren directors and employees from seeking or accepting,
directly or indirectly, personal gain from anyone soliciting or doing business with
Ameren Affiliates(other than for items of nominal or modest value);
(2) prohibits directors and employees from knowingly accepting any gifts (even of a
modest value) from third parties who are involved in negotiations to do business with
Ameren or if the employee is part of a sourcing team;
(3) requires the disclosure of a director's or employee's (or of a family member of a
director or employee) investment in, or other business relationship with, third parties who
do business with, or are involved in negotiations to do business with, Ameren, except
those investments or other business relationships which are immaterial to both the
employee and the third party; and
(4) requires the disclosure of a familial relationship between an Ameren director,
executive employee, or an employee who is part of a sourcing team and an employee or
director of a third party who does business with, or is involved in negotiations to do
business with, Ameren.
32.2 Supplier agrees that it will report any known attempted or actual violations of the
prohibitions contained in paragraphs (1) or (2) above, at any time during the negotiation,
execution or performance of any agreement or other business arrangement between the parties, to
Ameren's ethics reporting service which can be reached by calling 1-866-294-5492. Supplier
further agrees that it will provide Notice to Ameren of any known business or familial
relationships described in paragraphs (3) or (4) above, whether currently existing or which
develop during the negotiation, execution or performance of any agreement or other business
arrangement between the parties, pursuant to the Notice requirements contained herein.
32.3 The term “Ameren” as used in this Article 32 means Ameren Corporation or any
subsidiary or affiliate of Ameren Corporation, including Ameren Illinois.

ARTICLE 33: INJUNCTIVE RELIEF

Each party understands and agrees that the unauthorized use and the threatened use or disclosure
of the other party’s Intellectual Property Rights and Confidential Information may cause
irreparable, competitive harm and significant injury. Therefore, in the event of such
unauthorized use or disclosure, in addition to all rights and remedies available to it at law and in
equity, including the collection of damages, each party shall be entitled to obtain immediate
injunctive relief as is necessary to restrain any continuing or further breach of this Agreement or
any Statement of Work issued hereunder without sharing or proving any actual damages
sustained by such party and without requirement of bond.

ARTICLE 34: SURVIVAL
The provisions of Articles 8, 9, 11, 12, 13, 14, 15, 18, 19, 21, 22, 23, 24, 25, 26, 27, 28, 30, 32,
33 and 34 shall survive any expiration, cancellation or termination of this Agreement.
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EXHIBIT A
STATEMENT OF WORK NUMBER 01
TO PLAN 2 EVALUATION SERVICES AGREEMENT

This document and its attachments comprise Statement of Work Number 01 (this “Statement of
Work” or “SOW?) under the Plan 2 Evaluation Services Agreement (“Agreement”) and is made
effective upon execution ("Effective Date™) by and between Ameren Illinois Company d/b/a
Ameren lllinois (“Ameren Illinois™), an Illinois Corporation with its principle place of business
at 300 Liberty Street, Peoria, IL 61602 and Opinion Dynamics Corporation with its principle
place of business at 230 Third Avenue, Waltham, MA 02451, (“Supplier”); each individual
referred to as a “party” and collectively as “parties. Capitalized terms not otherwise defined
herein shall have the meaning provided for in the Agreement.

1 INTRODUCTION

This Statement of Work is for the purposes of contracting for Evaluation, Measurement and
Verification (“EM&V?”) services for Ameren Illinois’ second cycle (“Plan 2”) of electric and gas,
residential and business, energy efficiency portfolio of services and applies to Program Years
(“PY”) 4,5, and 6 represented by June 1 through May 31 for the years 2011, 2012, and 2013. To
fulfill this obligation the contract term starts from execution through to May, 2015 or until
completion of identified tasks. The contract with the selected Supplier has the ability to be
renewed for Plan 3 (2014 — 2017).

1.1.1 Core Activities

Following is a summary of core evaluation activities which are further described in detail
throughout sections of this SOW. Please reference the remainder of the SOW for further
detail on these core activities:

1. Conduct a minimum of one impact and one process evaluation for each portfolio program
over the three years.

2. Provide three separate program year portfolio reports and one separate 3-year impact
report per schedule that includes gross and net kWh, KW, therm and peak therm savings.

3. Hire an independent QA/QC person/process of the Supplier’s evaluation activities,
analyses, results and reporting.

4. Perform three program year, and a 3-year, portfolio ex-post cost-effectiveness (total
resource cost test or “TRC”) analysis (at the program and portfolio level).

5. Perform review of, and recommendations for, an annual Ameren Illinois portfolio
Technical Reference Manual (“TRM?”).

Participate in the development of the Illinois statewide TRM.

Participate in Commission Staff and stakeholder review and discussion of evaluation
activities and findings.

8. Participate in routine reporting of evaluation activities with Ameren Illinois and
Commission Staff.

9. Provide ad-hoc opinion, guidance and data to Commission Staff and stakeholders.
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10. Provide ad-hoc guidance to Ameren Illinois for existing and proposed program design.

11. Participate in annual docketed proceedings which determine the achievement of annual
savings goals.

1.1.2 Background

The Supplier recognizes that Illinois legislation which governs the Plan is Sections 8-103 and 8-
104 of the Illinois Public Utilities Act (“Act”), (220 ILCS 5/8-103, 5/8-104). The evaluation
services are those required by Section 8-103(f)(7) for the electric portfolio and 8-104(f)(8) for
the gas portfolio of the Act and are as follows:

Section 8-103(f)(7) for the electric portfolio:

“Provide for an annual independent evaluation of the performance of the
cost-effectiveness of the utility’s portfolio of measures and the Department’s
portfolio of measures, as well as a full review of the 3-year results of the
broader net program impacts and, to the extent practical, for adjustments of
the measures on a going-forward basis as a result of the evaluations. The
resources dedicated to evaluation shall not exceed 3% of the portfolio
resources in any given year.”

Section 8-104(f)(8) for the gas portfolio:

“Provide for... an annual independent review, and a full independent
evaluation of the 3-year results of the performance and the cost-effectiveness
of the utility's and Department's portfolios of measures and broader net
program impacts and, to the extent practical, for adjustment of the measures
on a going forward basis as a result of the evaluations. The resources
dedicated to evaluation shall not exceed 3% of portfolio resources in any
given 3-year period.”

The scope of this SOW does not include evaluation activities or budget for any of the Illinois
Department of Commerce and Economic Opportunity (““DCEQO’) programs.

Program year evaluation impact reports will be provided in annual docketed proceedings to the
Commission as evidence of whether or not the energy savings targets have been achieved.

1.1.3 Supplier Role and Interaction with Other Parties

The Supplier is retained contractually by Ameren Illinois. However, the independence of the
Supplier is mandatory. The Supplier’s contract will be filed as a compliance matter with the
Commission, which retains the authority to approve or reject the contract. The Commission also
retains the authority to (1) direct Ameren Illinois to terminate the Supplier if the Commission
determines that the Supplier is unable or unwilling to provide an independent evaluation and (2)
approve any action by the utility that would result in termination of the Supplier throughout the
term of the contract.

Ameren lIllinois will be the single point of contact for the operational work of the Supplier on a
routine basis, especially in terms of routine activity updates, program implementation updates,
data exchange, managing customer interaction, status of legislative issues and tasks, program
activities that impact evaluation workplans and activities, etc.
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All evaluation protocols and program evaluation plans will be reviewed by Commission Staff
and the Illinois Stakeholder Advisory Group® (“SAG™), and all evaluation reports, including all
drafts and memorandums, will be provided to Ameren Illinois, SAG and the Commission Staff
simultaneously. Instruments, collected data and work papers need to be provided to all parties as
requested.

Both Ameren Illinois and Commission Staff will both be copied on all communication between
the Supplier for activities related to this SOW.

The Supplier will also need to interact with Ameren Illinois portfolio Implementers. These
Implementers are Science Applications International Corporation (“SAIC”) for the Business
Portfolio and Conservation Services Group (“CSG”) for the Residential Portfolio®. Ultimately,
the Supplier is an independent consultant and all other parties the Supplier interacts with during
the course of this contract are advisory only. It is the Supplier’s responsibility to provide the
savings results and reports, adhere to the 3% budget cap and juggle their resources on meeting
the demands made by these separate parties.

In addition to adherence to the requirements of the Act, Ameren lllinois management is
committed to a thorough and independent evaluation of its Energy Efficiency portfolio in order
to measure and document the load impacts from each program as well as to understand why
those effects occurred, allowing Ameren lllinois to identify ways to improve current programs
and to select future programs. Ameren lllinois is also committed to continuing a best practices
evaluation framework for the Ameren Illinois portfolio. In addition, Ameren Illinois wants to
maximize the coordination between implementation and evaluation activities and will request
Supplier assistance with reviewing existing and proposed program design.

2 EVALUATION ACTIVITIES

The Supplier will design and then implement an evaluation strategy that will quantify the savings
impacts for Ameren Illinois Energy Efficiency programs, and where needed, identify
improvements that can increase program effectiveness, and all other items as described under
Core Activities, Section 1.1.1.

2.1.1 Regulatory Language Regarding EM&V Framework

The Supplier will abide by the requirements of the ICC Final Order and Order on Rehearing for
the Ameren Illinois Plan 2 (Docket #10-0568) (“Order”), which is attached as Exhibits D, E and
the Order’s referenced EMV testimony by Weaver is attached as Exhibit F.

The Supplier will apply the results of an ICC decision regarding the submission of a SAG
recommendation about the application of the NTG Framework. In the absence of an ICC
decision on a SAG recommendation, the Supplier will 1) initiate a discussion with SAG as to
how to apply the framework and 2) make its best judgment as to how to apply the Illinois NTG
framework towards determining a program year’s savings.

! The Stakeholder Advisory Group includes, but is not limited to, the Illinois Attorney General, Commission Staff,
ratepayer advocacy groups, environmental advocacy groups, DCEO and governmental agency representatives
(www.ilsag.org).

2 Implementation contractors and sub-contractors, for either portfolio, are not eligible to be part of the evaluation
team.
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As indicated in the Order and Order on Rehearing, the TRMs and the evaluation activities
provide measure savings values. The application of these values is as follows:

e The program year evaluation results provide new values to be used prospectively for
standard measures and retrospectively for nonstandard measures.

e The program year evaluation results will be used to annually update the TRMs.

e To determine program year standard measure savings the Supplier will employ the TRM
in effect as of June 1° of that program year.

e To determine program year nonstandard measure savings the Supplier will apply current
program year evaluation results retrospectively.

2.1.2 Schedule and Reporting

The initial Agreement term is for three years and seven months (October 2011 — May 2015) or
until completion of identified tasks including the conclusion of energy savings dockets for the
identified program years. The start date is adjusted by when contract execution takes place.

This schedule allows for completing the evaluation activities for each program year report and a
3-year report. Following is a draft schedule of activities:

Table 1: EM&YV Reporting Activity

EM&V Report Activity Due Date
Quarterly Expenditure Report January 2012
Draft 3-year Workplan March 2012
PY4 Utility TRM Review Complete February 2012
Final 3-year Workplan March 2012
Quarterly Expenditure Report April 2012
Quarterly Expenditure Report July 2012

Draft PY4 Report August 2012
Quarterly Expenditure Report October 2012
Final PY4 Report October 2012
PY4 EM&V QA/QC Report November 2012
PY4 TRC Analysis Complete December 2012
Quarterly Expenditure Report January 2013
PY5 Utility TRM Review Complete January 2013
Quarterly Expenditure Report April 2013
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Quarterly Expenditure Report July 2013

Draft PY5 Report August 2013
Quarterly Expenditure Report October 2013
Final PY5 Report September 2013
PY5 EM&V QA/QC Report September 2013
PY5 TRC Analysis Complete October 2013
Quarterly Expenditure Report January 2014
PY6 Utility TRM Review Complete January 2014
Quarterly Expenditure Report April 2014
Quarterly Expenditure Report July 2014

Draft PY6 Report August 2014
Quarterly Expenditure Report October 2014
Final PY6 Report October 2014
PY6 EM&V QA/QC Report November 2014
PY6 TRC Analysis Complete December 2014
Draft 3-year Report December 2014
Quarterly Expenditure Report January 2015
Final 3-year Report* January 2015

* This report can be completed as soon as possible after Final PY 6 Report.

While individual program draft reports can be distributed as completed, the Supplier will
ultimately compile all program reports into a single portfolio program year report which then
becomes the program year’s Final Program Year Report as indicated by the schedule above.
Since this is an integrated portfolio, both gas and electric energy savings will be included in the
same report.

In addition to the above reporting schedule, the Supplier shall participate in routine meetings (via
conference call), estimated to be bi-weekly, with Ameren Illinois. Commission Staff may also be
in attendance at the routine meetings.

Supplier will also provide a monthly report to Ameren Illinois and Commission Staff. These
reports will include at a minimum:

Summaries of the conference calls
Summary of accomplishments during the previous month

20




Ameren lllinois ODC Plan 2 Evaluation Services Contract

e Current month’s activities/plans including any outstanding data requests

e Variances in schedule and budget, including any necessary explanations

e Any issues or concerns needing to be addressed (along with Supplier’s proposed
solutions)

e Upcoming near term activities

e Any other relevant information

The Supplier may provide a revised reporting schedule at any time but the revision must be
reviewed by Commission Staff and approved by Ameren Illinois.

Ameren Illinois has the flexibility to change the portfolio programs and program funding.
Portfolio structure will be confirmed prior to each year’s evaluation activities. The Supplier will
consult with Ameren Illinois about the status of the portfolio and revise each year’s evaluation
activities accordingly, with revised workplans also submitted to Commission Staff.

The Quarterly Expenditure Report will follow a format similar to that below including the
following categories of costs and will be distributed to Ameren Illinois, Commission Staff and
SAG on a quarterly basis. The intention is that the Supplier can use this as a tool to manage
diverse demands and provide transparency to all parties of the status of its activities.

EM&V Budget Status for Key Activities
Current Year Expensed to
Budget Date Remaining
Collaborate with IL utilities on
methodologies
Impact EM&V
Process EM&V
Report Development
Independent EM&V QA/QC
Commission Staff
Stakeholder Advisory Group
Ameren Coord/ Program Design
Legal/Docket
Utility TRM Review
Statewide TRM Participation
TOTAL $ - $ - $ -

3 EVALUATION TASKS

3.1.1 Develop Portfolio/Program Evaluation Plan

The Supplier shall develop a 3-year Evaluation Plan immediately after contract execution. The
Supplier will develop and then submit to Ameren Illinois and Commission Staff a draft
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portfolio/program evaluation plan that includes a detailed plan for each Energy Efficiency
program. The plan will describe the evaluation efforts to be conducted for each of the programs
in the portfolio, and how the results will be combined for program year and the 3-year portfolio
evaluation reports.

The portfolio/program evaluation plans will be detailed work plans that identify:

A list of the evaluation studies that will be undertaken in each year

Reporting formats

How unit savings and NTG will be determined

Address how free-ridership will be quantified

Address how both participant and non-participant spillover will be quantified
Address options to estimate NTG in addition to self-reporting approaches.

O O O O

State reasoning for the preferred approach to estimate NTG for each program

How the results of each program’s evaluation are combined to provide an evaluation of
the portfolio as a whole

How the chosen methodology is similar or different from similar evaluation
methodologies in Illinois

Evaluation plans should be created for each program of the portfolio. including
schedules, budgets and staffing plans where the program lead and top assisting leads are
identified by name.

Provide a clear explanation of how EM&YV impact and process resources were allocated
to areas of greatest importance

Sampling plans — define the criteria to be used to ensure that samples are statistically
representative. Propose sampling confidence/precision criteria that meets 90/10
confidence levels.

For energy efficiency measures that result in both electric and natural gas savings, state
how load reductions and measure costs for each energy source will be allocated to the
natural gas and electric portfolios.

The Supplier will take the following into consideration when developing the 3-year plan and
annual plans:

Review previous program evaluation activities for both ComEd and Ameren Illinois to
understand historical Illinois evaluation activities and determine how best to position
evaluation activities in Illinois and utilize previous results as appropriate.

Assess Midwest unit savings (including MidAmerican Energy Company) and NTG
values in Illinois and surrounding states to determine if those values and methodologies
are useful for evaluation activities and results.

Sampling to improve precision levels on measure basis for key inputs that have
considerable uncertainty yet have a large impact on savings (e.g., HOU estimates for
lighting which may include logger studies). NTG ratio estimates by measure-type within
a program is preferred over a single program-level NTG ratio estimate.
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Review the energy efficiency program Plans submitted by all Illinois utilities. Meet and
consult with all other Illinois evaluators (for ComEd, Nicor, Integrys and DCEO) in an
ongoing manner to determine to what extent similar methodologies and timelines can be
employed for Illinois efforts. It is expected that efforts will be made towards
implementing a statewide Residential Lighting evaluation methodology.

In partnership with evaluators for other Illinois utilities (gas and electric), make every
effort to employ consistent methodologies for identical programs throughout Illinois.

Meet with Commission Staff, the Ameren Illinois project manager and SAG to complete
the draft plan, providing deadlines for feedback as needed. While the Supplier must be
responsive to the above mentioned parties’ requests for revisions, these parties are
advisory only and the Supplier ultimately makes their own expert decision on results
presented in the final evaluation reports, including sufficient justification for the resulting
values.

Application of the EM&V Framework as detailed in Section 2.1.1.

The Evaluation Plan is expected to be a “living document,” and will be revised as needed
throughout the project term. It is anticipated that the Supplier will, as needed during Program
Years 5 and 6, revise the Evaluation Plan to incorporate lessons learned and to adjust to changes
in programs and operations.

The expectation is that the Evaluation Plan will include, but not be limited to, the following
elements for each program:

Description of the programs to be evaluated and the program logic/theory for each.

A description of evaluation objectives, evaluation questions and evaluation rigor level for
each program.

Descriptions of metrics (including energy and demand savings metrics) for each program
and the portfolio as a whole.

Description of how realization rates and net-to-gross ratios will be determined and
revised.

Description of how program impact results will be combined to report portfolio impacts,
addressing the need for adjustments such as accounting for program overlap or other
factors.

Use of best-practice approaches appropriate to each program, with the plans informed by
standard technical references such as the International Performance Measurement and
Verification Protocol and the National Action Plan Model Energy Efficiency Program
Impact Evaluation Guide.

Description of the tradeoffs in allocating limited budget dollars to specific tasks and
programs, and why those tradeoffs were selected.

Description of the methodologies, procedures and data tracking systems to be used by the
Supplier to conduct the process and impact evaluations and project verifications for each
program including data gathering, sampling and analysis methods (Note that Ameren
Illinois and Commission Staff will have the ability to access all data and analyses
used and developed by the Supplier. Ameren Illinois will ultimately retain ownership
rights to such data and analyses except for proprietary models).
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Description of other activities to be conducted by the Supplier in support of evaluation
related activities, such as market baseline assessments and determining updates to savings
values.

Description of the data and information needed from the Program Implementer with
estimated dates that the data will be needed,

Description of the expectations the Supplier has of the Ameren Illinois, Commission
Staff, SAG, and Program Implementers — especially in terms of timelines and deadlines
for review and feedback.

Detailed work plan, including identification of staff resources and the management of
sub-contractors, project schedule and visual presentation of tasks, sub-tasks, and
milestones.

Description of Supplier’s project and management milestones.
Timeline and dates of deliverables from the evaluation effort.
Reference of how the EM&V Framework is being applied as detailed in Section 2.1.1.

Reference to how the evaluation activities and results relate to the utility and statewide
TRM.

3.1.2 Implement Verification and Due Diligence Procedures for Implementers

The Supplier will implement appropriate quality assurance/quality control (QA/QC), inspection
and due diligence procedures of the Implementers for each program. The procedures will
include reviewing, and perhaps building on or modifying, QA/QC and M&V processes that are
being deployed by the Implementer for each program. The procedures will vary by program and
are necessary to assure customer eligibility, completion of installations, and the reasonableness
and accuracy of savings upon which incentives are based. While the Implementer will provide a
tracking database of installed measures, the Supplier will have responsibility for installation
verification and estimation of savings for purposes of Implementer oversight for at least a sample
of projects in each program.

Activities will include, but are not limited to:

Through Supplier’s verification effort and contacts with customers, all quality of
installations, client satisfaction, and accuracy of reporting issues will be investigated and
reported to Ameren lllinois in real time for possible course corrections.

Reviewing Implementers’ data evaluation and management tracking system.
Reviewing Implementers’ ex-ante savings estimates.

Conducting market baseline studies to establish baselines as needed for specific
program’s impact evaluations.

Proposing sampling confidence/precision criteria that meets 90/10 confidence levels.
Verifying Implementers’ supplied data.

Acquiring data from the Implementers or other sources.

Conducting field inspections using trained personnel.
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Installing spot, short-term and long-term metering equipment on participant property.
Developing survey instruments.
Collecting and analyzing data.

Calculating Gross Program energy and demand savings using field verification, stipulated
savings, M&V, and/or large scale billing analyses.

Calculating net energy and demand savings using benchmark NTG values and/or
“bottom-up” NTG analyses (using interview or other techniques) considering full, partial
and deferred free-riders, free-drivers and spillover.

Describing the reliability of evaluation results reported by Supplier; this should include
discussion of the threats to validity and sources of bias and the approaches used to reduce
threats, reduce bias and increase the reliability of the findings, and a discussion of study
findings precision levels.

Conducting process evaluations using interview techniques and document review
procedures.

Measuring customer satisfaction as part of the process evaluation.

The Suppliers will have access to Ameren Illinois customer billing data. Suppliers and
any associated sub-contractors with access to Ameren Illinois data will need to sign
Confidentiality Agreements that will limit their use of these data to supporting these
programs. Once the program has terminated, or business relations between Ameren and
the Supplier(s) have expired, the data and analyses will become the property of Ameren
Ilinois.

The Supplier will also review the Implementer’s program theories, and develop process
and logic models ensuring their ability to sensibly move from a market theory with key
identified barriers to end-use behavior changes that are to be influenced by the programs’
efforts.

The Supplier, while maintaining independence, will also conduct evaluation-related
communications with the Implementer to ensure the evaluation efforts are timely and
productive.

3.1.3 Evaluation Management and QA/QC

Under this task, the Supplier is responsible for:

Ensuring that all the evaluation work activities are implemented as documented in the
Evaluation Plan and that project reporting is completed according to the specifications
and schedule documented or referenced in the evaluation plan

Ensuring that the Supplier’s contract management obligations are carried out in a
professional manner

Managing sub-contractors, if any, so that the evaluation team speaks with one voice
through the prime contractor (Supplier)

Maintaining regular and direct communication with the Ameren Illinois, Commission
Staff, SAG, and Implementers

25



Ameren lllinois ODC Plan 2 Evaluation Services Contract

Providing evaluation initial results and assumptions, including engineering adjustment
detail made to energy savings of all projects, to Ameren Illinois and Commission Staff
after initial review of program evaluation data/results and prior to the completion of a
final EMV report.

Project reporting as drafted in Section 2.1.2 and as amended by the Supplier in
consultation with Ameren Illinois and Commission Staff.

Maintaining and archiving electronic and paper files and data collected or developed
during the conduct of the evaluation work. The data collected or developed along with
the associated documentation is owned by Ameren Illinois and it will be turned over to
Ameren Illinois at the end of the contract term. It shall be in a form and structure that
supports a chain of evidence for all evaluation findings.

Attending and facilitating a limited number of meetings - including initiation meeting(s)
and regular and ad-hoc project meetings. The anticipated number of in-person meetings is
estimated to be one per year for the stakeholder group and one per year for the
Commission Staff, which can be performed during one trip.

Employing a QA/QC process for review of its own evaluation activities and reports.
This task will be performed by an outside, independent party (“the QA/QC entity”)
working in collaboration with the Supplier. The QA/QC purpose is to provide additional
consultation, review and recommendations; not to police the activities of the Supplier.
They will provide recommendations regarding sampling, methodology, analysis and most
especially reviewing surveys and EM&YV reports prior to distribution. The QA/QC entity
will review all evaluation results and draft reports prior to them being distributed to
Ameren Illinois, Commission Staff and SAG for accuracy and clarity. The QA/QC entity
will provide an annual written report summarizing his work and recommendations for the
Supplier to Ameren Illinois and Commission Staff.

3.14 Program Support and Design

The Supplier will be called upon to provide general support for Ameren Illinois program
evaluation efforts and while Ameren Illinois cannot provide an estimate on the time and
expertise required to fulfill this commitment, we are requesting that the Supplier manage what
they feel is a reasonable and appropriate estimate for these activities in light of other
responsibilities. This program evaluation support may include but is not limited to the following
activities:

Participation in docketed proceedings to determine annual achievement of savings.
Participation may include but is not limited to filing of reports, providing responses to
data requests, expert witness testimony, and cross examination.
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e Participation in stakeholder meetings to review workplans, explain methodologies and
explain evaluation results.®

e Work collaboratively with Commission Staff to provide data as needed and attend routine
meetings to review workplans, methodology and activities.

e Providing technical experts for hearings, workshops and other meetings, and preparing
technical information for possible inclusion in meetings and reports.

e Provide ad hoc opinion and recommendations for ongoing Ameren Illinois new and
revised program design such as review of proposed and calculated program unit values,
NTG and TRC values.

3.1.5 Technical Reference Manual (“TRM?”) Development and Support
Following are the TRM responsibilities for the Supplier:

1) Assist with developing and reviewing annual TRMs related to the Ameren Illinois
Portfolio

2) Assist with developing an Illinois statewide TRM

Ameren lllinois currently has a TRM for its Business portfolio which is updated annually by the
Supplier. Ameren lllinois does not have a TRM for its Residential Portfolio. The Supplier will
assist Ameren Illinois’ program Implementers with developing their annual TRMs and also
providing all necessary annual updates to ensure the TRMs are completed by March 1 each
program year.

Ameren Illinois, with the three other Illinois utilities (ComEd, Nicor and Integrys), and the SAG,
is contracting with an outside consultant to coordinate the development of a statewide TRM
during this three year term. The SAG is involved in coordinating the development of the
statewide TRM. The Supplier will:

e Assist with setting guiding principles, process, purpose of and use of the statewide TRM.
e Collaborate on providing values and assumptions for the statewide TRM.

e Determine how to coordinate the results between the Ameren Illinois portfolio TRM with
the Illinois statewide TRM.

3.1.6 Performing Cost-effectiveness Analysis

The Supplier is responsible for performing program year and a 3-year ex-post cost-effectiveness
analyses (total of four reports) of the total portfolio - at the program and portfolio level. The
portfolio-level TRC test results and input values, assumptions, and justifications shall be
included in the annual summary report that provides an overview of the results from all the
program evaluations. Each program evaluation shall report the results from the calculation of the
TRC test ratio at the program level, including the input values, assumptions, and explanation for
the use of specific values and cost allocation assignment.

The Supplier and Ameren Illinois will partner to determine the best process and model to

® The anticipated number of in-person meetings is estimated to be one per year for the stakeholder group and one per
year for the Commission Staff, which can be performed during one trip.
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complete this task. The Supplier and Ameren Illinois will collaborate with providing necessary
inputs. The Supplier will seek statewide collaboration with Staff and utilities on defining cost
and benefit components. Which entity will perform the initial analysis and draft an initial report
(Ameren Illinois or the Supplier) is subject to collaborative discussion. In either case, the
Supplier will perform final independent review of the analysis and participate in writing a cost-
effectiveness report explaining the methodology.

Calculation of the cost-effectiveness of programs will follow the definition in the Illinois Act for
IL TRC; Sections 8-103 and 8-104 of the Act, (220 ILCS 5/8-103, 5/8-104). The cost-
effectiveness analysis and report will include two TRC analyses, one using the weighted cost of
capital and a second analysis using a societal discount rate.

4 ROLES AND RESPONSIBILITIES OF AMEREN ILLINOIS

Ameren Illinois anticipates providing high-level administrative, contract management, program
design, delivery, and oversight of Supplier activity. In summary, the anticipated roles and
responsibilities for Ameren Illinois staff are:

e Participate in routine calls regarding EM&V activity status
e Contract program oversight, management, financial planning, and budget review

e Provide high-level guidance and direction to the Supplier in an advisory capacity,
including review and revision of proposed annual Evaluation Plans, survey instruments,
etc, and proposed milestones in collaboration with Commission Staff and SAG. Engage
with Supplier team routinely to address strategy and policy issues.

e Review, request appropriate modifications of, and approve Supplier invoices and provide
oversight with respect to program evaluation activities being within budget and on
schedule

e Review of Supplier draft and final deliverables and reports
e Assist with coordinating field visits

e Inform Supplier of any of the Ameren Illinois, SAG and Statewide initiatives that may
provide opportunity for facilitating interaction and/or opportunities to combine and
streamline efforts

e Facilitate Supplier’s interactions with SAG, Commission Staff, Implementers and
customers as needed

e Ensure that the Supplier has access to Implementers’ program information, data, and staff
as required to complete the work described in the evaluation plan

e Provide timely responses to Supplier inquiries/requests and provision of information that
requires review.

5 BUDGET

The Supplier has responsibility for ensuring all contractual requirements are met within the
designated budget. The Supplier is responsible for managing and informing all parties of its
budget limitations in order to achieve this objective.
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The capped, annual EM&V budget estimate is detailed below and may be subject to an annual
adjustment.

Table 3: EM&V Budget
EM&V Budget
PY4* PY5 PY6
Electric $1,176,819 $1,218,684 $1,178,389
Gas $341,123 $385,418 $383,817

*PY4 funds have already been allocated to EM&YV activity for an OPower evaluation, a Y3
HVAC program participation survey by Cadmus and an Hours Of Use Study by ODC (Total of
$108,440). This budget reflects these deductions and thus reflects this Plan 2 capped contract
costs.

Note the following:

1)

2)

3)

4)

5)

Gas and electric portfolio EM&V budget and expenditures must be kept separate and
cannot be combined or redistributed between fuels however EM&V dual fuel
evaluation activities can use funds from both the gas and electric evaluation budgets.

There is flexibility on how evaluation funds are distributed per program and per
portfolio. EM&V funds can be distributed, and redistributed, within the portfolio
amongst the separate programs and portfolios as needed. All budgets and budget
revisions require Ameren Illinois approval.

Annual program year EM&YV budgets must be kept as annual budgets; unspent funds
cannot be carried over to another year and funds spent in excess of an annual program
year’s budgeted amount cannot be acquired from another year.

Unless otherwise explicitly approved, each year’s EM&V activities can only be
charged to the year that they apply even though the activity may be occurring in
another program year. For example, a program year’s report completion will always
occur after that program year has concluded, and the expenditures for that report
activity will be charged to the program year which the report refers to. Expenditures
related to the completion for the Final 3-year report can be charged at any time that
those activities occur and can also apply to the year in which that report work activity
takes place. Any additional expenditures associated with the final report should be
allocated to Program Year 6.

Ameren Illinois may add new programs to its portfolio over the course of Plan 2
which may require evaluation. Since Ameren Illinois is limited to a 3% cap on
EM&YV costs, workplans may need to be revised to accommodate new programs if the
evaluation is determined to be needed and EM&V funds allow for it.

51.1 Disclosures

The Supplier, including all subcontractors, must keep Ameren Illinois and Commission Staff
informed throughout the term of this contract of any potential conflict of interest. For example,
Suppliers should disclose if they acquire work for any Ameren entity and the nature of such
work. Suppliers should also disclose any work relationship they have or are anticipated to have
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51.3 Staffing and subcontracting plan
The Supplier as prime contractor has responsibility for managing the subcontractors and is
expected to be knowledgeable about their activities. Ameren Illinois expects that the primary
contact with the Supplier will be the prime contractor’s project manager. To ensure continuity, it
the prime contractor will be knowledgeable about any reports provided by subcontractors
directly to Ameren Illinois or any other party.

Following is the Supplier’s Staffing and Subcontracting Plan. If the Supplier determines to
change staff in this plan, they must replace the individual with a person of similar competency
and must acquire Ameren Illinois and Commission Staff approval. Commission Staff and
Ameren Illinois may at any time request resume/background information pertaining to the
experience, education and competency of any person working on contracted EM&YV activities.

Business Portfolio:
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Residential Portfolio:

Officer in Charge

Bill Norton, ODC

Key Advisors
Brad Kates, ODC Portfolio Director
Rick Winch, ODC Mary Sutter, ODC
Dr. Sami Khawaja, Cadmus
Carol Mulholland, Cadmus |J

Evaluation Coordinators
Sara Van de Grift - ODC
Jane Colby - Cadmus

Lighting Efficient Products HVAC New Construction Multi-family
Tami Buhr, ODC Jane Colby, Cadmus Robert Huang, Cadmus Sara Van de Grift, ODC Megan Campbell, ODC
(" Home Energy Behavioral

Performance Modification Moderate Income Appliance Recycling Voltage Optimization
Sara Van de Grift, ODC Anne Dougherty, ODC Jamie Drakos, Cadmus Doug Bruchs, Cadmus Not evaluated

(_Robert Huang, Cadmus Dr. Jim Stewart, Cadmus

Cross-Cutting Evaluation Resources

Engineering Analysis

Dr. Lisa Gartland, ODC Sampling and Attribution
Dave Korn, Cadmus

Katherine Randazzo, ODC

7

Cost Effectiveness (TRC)

Elizabeth Daykin, Cadmus Survey Data Collection

\

Tami Buhr, ODC

7

Technical Resource Manual

Ryan del Balso, Navigant

Field Data Collection
Jeffery lhnen
Michaels Engineering
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6 WITHHOLDING

Payment by Ameren Illinois to Supplier is for Evaluation Services performed on a time and
materials basis and will be monthly, in the undisputed amount due for Evaluation Services
performed less percentage withholding, computed per the terms below, and satisfactorily
completed during each month including reimbursable expenses.
Ten percent (10%) will be withheld from each invoice, with the following conditions:

e The amount withheld during PY4 is to be paid after delivery of the final PY4 Report;

e The amount withheld during PY5 is to be paid after delivery of the final PY5 Report; and

e 50% of the amount withheld during PY®6 is to be paid after delivery of the final PY6
Report and 50% of the amount withheld is to be paid after delivery of the final 3-year
Report.

7 NOTIFICATION

The Supplier shall immediately notify Ameren Illinois regarding any conditions or situations that
may significantly affect performance of evaluation services by Supplier.
= Supplier shall report any conditions or situations to Ameren Illinois including but not
limited to: significant changes, additions or decreases, to the evaluation services
requested which may significantly affect the price, schedule, quality, or other factors;
delay in submittal of a deliverable to Ameren Illinois; Supplier non-compliance with any
of the SOW terms; and, other circumstances which may warrant immediate notification
to Ameren lllinois.
= Following such notification, Supplier shall respond to Ameren Illinois requests for
additional information within three (3) business days of such request, unless otherwise
specified by Ameren lIllinois.

8 DOCUMENTATION OF ELECTRONIC DATABASES
At the expiration of the term of this SOW or upon termination of the Agreement, ownership of all
databases, including documentation, developed by Supplier pursuant to this SOW, shall
automatically transfer to Ameren Illinois from Supplier. Supplier shall deliver to Ameren Illinois
the Data Base Deliverables and associated documentation with the Final Report for Ameren
Illinois and, if desired, third parties to duplicate Supplier’s results.
Data base deliverables will consist of:

e A copy of the raw, unedited data as well as a copy of the final data base (SAS code with
procedures used for data cleaning with notes associated with any modifications made to
original data, including exclusions of data used in final analysis)

e A flow chart showing the process used to create the data base. This would include all inputs
and outputs, even those of an intermediate nature.

e A copy of all routines, in both hard copy and electronic form, of all routines used in creating
the data base. This would include all routines used to edit the data and especially all
formulas used to create variables. All edits applied to any data base should be placed in a
file. There will be no on-line, undocumented edits to the data.

e A description of all parameters required to run the various routines and examples of how the
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EXHIBIT B
Network Access

1. Data Transmission: In a format mutually acceptable to the Parties, Customer may
electronically transmit any electronic record (hereinafter, "Data™) to or receive Data from
Ameren.

2. Third Party Service Providers

a. Data will be transmitted between each Party electronically, either directly or through a
third party service provider (hereinafter, "Provider") under contract with either party.
Any Provider used by either Party must be interconnected with the Provider of the other
Party. Either Party may elect to change Providers, modify services, or discontinue service
with their Provider upon thirty (30) days prior written notice to the other Party.

b. Each Party shall be responsible only for the costs incurred by its own Provider.

c. Each Party shall be solely liable for the acts or omissions of its own Provider while
transmitting, receiving, storing or handling Data.

3. External Connections: Access to Ameren internal networks by Customer from remote
locations must in all instances be approved in advance by Ameren. Such remote access may be
revoked at any time for cause including unsatisfactory performance and non-compliance with
Ameren security policies.

4. Systems Operation: Each Party, at its own expense, shall provide and maintain the
equipment, software, services and testing necessary to effectively and reliably transmit and
receive Data.

5. Security Procedures: Each Party shall properly use security that is sufficient to ensure that
all transmission of Data is authorized and to protect its business records and Data from improper
access. Customer’s performance as to security matters will be under continuous evaluation by
Ameren for the duration of this Agreement. Customer’s access to the Ameren corporate network
will be restricted to only that information required to complete contracted work, and Supplier
must adhere to all Ameren security policies in force while connected to any Ameren network.
Customer shall immediately report to Ameren any security breaches, including unauthorized
access to or compromise of, Ameren information or resources.
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EXHIBIT C
Ameren Vendor Billing Instructions

Ameren's methods for receiving invoices from its suppliers, in order of preference, are:
1. iSupplier Portal
2. Supplier Cost Tracking Module (CCTM)
3. E-mail with .pdf invoices
4. Paper invoices

Ameren prefers to make payments via the ACH (Automated Clearing House) payment system.
Please complete the Direct Deposit Registration Form and email it to
accountspayable@ameren.com or fax it to (314) 554-3443.

In order to receive timely payment, the following are the business rules you must follow with
respect to each of these options.

iSupplier Portal

Ameren uses a web based supplier portal (iSupplier Portal) for purchase order delivery and
invoice submission. iSupplier Portal allows Ameren's suppliers to electronically acknowledge
and print purchase orders, "flip" the purchase order to an invoice and electronically submit the
invoice to Ameren. The iSupplier Portal also allows you to view the status of any invoice
submitted and processed by Ameren Accounts Payable. For questions on how to become a user
of the iSupplier Portal please send an eMail to process performance@ameren.com with
'iSupplier Portal Registration Inquiry' in the subject line.

In order to utilize this option, note the following requirements:
1. Ameren Purchase Order Must Be Issued

Do not accept an order without a purchase order number. You can only send an electronic
invoice for materials or services ordered with a purchase order. In addition, your
electronic invoice must contain a nine digit Purchase Order number. You must submit a
paper invoice to Ameren's Accounts Payable Department if a purchase order was not
issued to you, which may delay payment.

2. You Must Receive an Electronic Purchase Order to Invoice Electronically

If a Purchase Order is sent to you outside of iSupplier Portal (fax, email, or US mail), you
cannot invoice the Purchase Order from iSupplier Portal. Paper copies of invoices should
be sent to the Ameren Accounts Payable Department for processing (see instructions
below).

3. Prices Cannot Exceed Two Decimal Places

All line item, tax, freight, and miscellaneous charges can not be more than two decimal
places.
4. Quantities Cannot Exceed Two Decimal Places

Quantities invoiced for each Purchase Order line item can not be more than two decimal
places.

36


mailto:accountspayable@ameren.com
mailto:process_performance@ameren.com

Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

5. A Subcontractor Cannot Invoice Ameren Directly Against a Purchase Order Issued
to You

If it is necessary for you to have another company fill an Ameren purchase order, the
electronic invoice must still be submitted by your company; not the company who filled
the order. The Supplier name on the invoice must match the supplier name on the
Purchase Order.

6. Standalone Charges Cannot be Invoiced Separately

Miscellaneous charges such as taxes and freight must be billed on the same invoice as the
applicable materials or services.
7. Description of Miscellaneous Charges Must Be Provided

Ameren's electronic invoicing process allows you to bill miscellaneous charges as
necessary. A description of these charges must be included as part of the electronic
invoice.

8. Invoiced UOM Must Match Ameren's Purchase Order UOM

Your company is required to invoice in the same unit-of-measure in which Ameren
orders materials or services. In addition, the unit-of-measure code must be identical (FOT
for foot; not FT).

9. Orders Paid by Credit Card

If you receive a purchase order for materials or services paid by credit card, acknowledge
the purchase order, but do not send any other documents to Ameren (i.e., credit card
acknowledgement, invoice, etc.).

10. Other Invoice Submissions

An invoice should not be mailed, faxed or emailed for any invoice that has been or will
be sent electronically.

Supplier Cost Tracking Module (CCTM)

CCTM is an application whereby suppliers maintain their Labor and Equipment rates on Rate
Cards as well as submit their Labor and Equipment time via Time Cards.

Rate Cards are populated with agreed upon rates between the supplier and Ameren and once
approved by Ameren comprise the basis rates for that supplier for all the service business
delivered to Ameren. Rate Cards may be created manually or compiled into a worksheet by the
supplier and uploaded into the system.

Time Cards are populated with Labor and Equipment actual utilization incurred by the supplier,
again either manually or uploaded via worksheet into the system. Submittal of the Time Card
constitutes the presentment of the second part of the two way match. The Purchase Order will
already be in place, the Time Card approval creates the match, and the AP system internally
creates the voucher and the supplier is paid on terms via ACH without submitting an invoice.
CCTM suppliers should not send invoices directly to Ameren AP. Any CCTM purchase
order invoices received directly by AP from CCTM suppliers will be rejected. For further
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information on utilizing the CCTM, send an eMail to process_performance@ameren.com with
'CCTM Registration Inquiry' in the subject line.

E-mail with .pdf invoices

Generally, the same instructions (format and content) apply to handling of .pdf invoices sent by
e-mail as apply to the handling of paper invoices (see below). To minimize the handling of
paper, this alternative is preferable to paper invoices. Invoices submitted via email will be
systematically processed and must adhere to the following guidelines:

1.

2.

3.

Each invoice must be a unique .pdf file. Multiple .pdf files may be attached to a single
email.
Only the .pdf file will be processed. Comments or instructions contained in the subject
line or body of the email will not be reviewed.
Invoices must only be emailed once.
There are 3 different email addresses to be used based on the SUPPLIER'S name
(excluding A, An, The).
a. Suppliers whose name begins with A, B, E-H should submit their invoices to
AccountsPayableTeam1@Ameren.com.
b. Suppliers whose name begins with C, D, I-M should submit their invoices to
AccountsPayableTeam2@Ameren.com.
c. Suppliers whose name begins with N-Z should submit their invoices to
AccountsPayableTeam3@Ameren.com

Paper invoices

The instructions below must be followed carefully in order to ensure proper and timely payment
of your invoices:

1.

2.

Each invoice must include the following information:
Appropriate and complete business name
Remittance address
Invoice number
Invoice date
Due date & payment terms
Total or net amount due
Description, price, & quantity of materials and/or services provided
Itemize charges for:
1. labor
2. material
3. taxes
4. freight
i. Valid Purchase Order and release number and Purchase Order line item
number(s).
J. Ameren contact name
Instructions for prompt payment of invoices:

S@ o oo o

a. Orders from Ameren require a purchase order number. Orders placed for
goods or services to be billed to an Ameren company will not be considered
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valid without a purchase order number. Invoices without a valid purchase
order number will be returned and will result in delay of payment.

b. Supplies or services must be delivered to the "Ship To" address before
payment will be made.

c. Invoice each purchase order separately. (Note: A purchase with a release
number is a separate purchase order).

d. Credits to be applied against a Purchase Order must be invoiced separately.
3. Mail the original invoice to:

Ameren

Accounts Payable (Code 230)
P. O. Box 66892

St. Louis, MO 63166-6892

Unless you have prior approval from Ameren, invoices should be sent directly to the
above address and NOT to the individual departments. Payments for invoices not
directly sent to this address will be delayed. Do not mail hard copies of the invoice if
being submitted in any of the other formats (iSupplier, CCTM, or .pdf).

4. Other:

a. Send an invoice, not a statement. NO STATEMENT WILL BE PROCESSED FOR
PAYMENT.

b. Do not use a marker to highlight items on an invoice. This causes the highlighted area to
be illegible when viewed through Ameren's imaging system.

c. Ameren must have your employer identification number (EIN) or a social security
number (SSN) on file in order to make payment. If Ameren does not have this
information on file, an Ameren Supplier Set-Up Form, or IRS Form W-9 must be
completed prior to processing an invoice for payment.

d. For faster processing, please submit all invoices on 8%" white paper.

For general Accounts Payable questions you may contact Ameren's Accounts Payable
department by email at accountspayable@ameren.com or by calling 314.554.4INV.

For specific purchase order questions contact your Ameren buyer or Ameren field contact.

Your cooperation in meeting these requirements will be greatly appreciated. Failure to comply
with the above instructions will result in delay of payment.

EXHIBIT D
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STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

Central Illinois Light Company
d/b/a AmerenCILCO

Central Illinois Public Service Company
d/b/a AmerenCIPS :

Illinois Power Company : 10-0568
d/b/a AmerenlP :

Verified Petition for Approval of Integrated
Electric and Natural Gas Energy Efficiency
Plan.

ORDER

DATED: December 21, 2010
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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

Central Illinois Light Company
d/b/a AmerenCILCO

Central Illinois Public Service Company
d/b/a AmerenCIPS :

Illinois Power Company : 10-0568
d/b/a AmerenlP :

Verified Petition for Approval of Integrated
Electric and Natural Gas Energy Efficiency
Plan.

ORDER
By the Commission:
l. BACKGROUND AND PROCEDURAL HISTORY

On September 30, 2010, Central Illinois Light Company d/b/a AmerenCILCO, Central
Illinois Public Service Company d/b/a AmerenCIPS, and Illinois Power Company d/b/a
AmerenlP, filed a Petition seeking approval of its Electric Energy Efficiency and Demand-
Response and Natural Gas Energy Efficiency Plan ("Petition™), pursuant to Section 8-103(f) and
8-104(f) of the Public Utilities Act ("Act"), 220 ILCS 5/1-101 et seq. On October 21, 2010, the
Ameren Illinois Utilities made a filing indicating that it had completed its reorganization, and
that the Petitioners were now known as The Ameren Illinois Company d/b/a Ameren Illinois
("Ameren"). The People of the State of Illinois ("AG"), Citizens Utility Board ("CUB"), the
Illinois Power Agency ("IPA"), Natural Resources Defense Council ("NRDC"), Illinois Green
Economy Network, Department of Commerce and Economic Opportunity ("DCEQ" or
"Department”), and the Environmental Law and Policy Center ("ELPC") each intervened in this
proceeding. Staff of the Illinois Commerce Commission ("Staff") also participated in this
proceeding. Hearings were held in this matter before a duly authorized Administrative Law
Judge of the Illinois Commerce Commission ("Commission”) at its office in Springfield, Illinois
on October 25 and November 28, 2010.

Post-hearing briefs were filed by Ameren, Staff, the IPA, the AG, CUB, DCEO, and
jointly by NRDC and ELPC. Briefs on Exceptions were filed by Ameren, Staff, the IPA, the
AG, CUB, DCEO, and jointly by NRDC and ELPC.

Ameren has previously filed two separate energy efficiency dockets, Docket No. 08-0104
which involved a voluntary natural gas efficiency plan, and Docket No. 07-0539, which Ameren
filed pursuant to Section 8-103 of the Act and addressed Ameren's first electric energy efficiency
plan ("Plan 1").
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An Order was issued on February 6, 2008 and an Order On Rehearing on March 26,
2008, in Docket No. 07-0539, approving an electric energy efficiency plan for Ameren pursuant
to Section 8-103 of the Act. The spending approved in Plan 1 for electric energy efficiency and
demand-response programs was $13.8 Million, $29 Million, and $44.8 Million for successive
plan years 1, 2, and 3 ("PY1, PY2 and PY3"), respectively; starting June 1, 2008. The residential
programs approved in Ameren's Plan 1 electric energy efficiency and demand response programs
were Residential DR - Direct Load Control, EE Home Energy Performance, Residential HVAC
Diagnostics & Tune-Up, Residential Appliance Recycling, Residential Lighting & Appliances,
Residential Multifamily, and Residential New HVAC. The Commercial and Industrial (“C&I”)
Programs approved were Commercial Demand Credit, C&I Prescriptive, C&I Retro-
commissioning, Commercial New Construction and Street Lighting.

An Order was issued on October 15, 2008, in Docket No. 08-0104, approving a voluntary
natural gas energy efficiency plan for Ameren Illinois. The approved natural gas energy
efficiency plan approved spending approved in Plan 1 for gas energy efficiency programs for
January 2009 to May 2009 was $1.67 Million, for June 2009 to May 2010 was $4.42 Million,
and for June 2010 to May 2011 was $5.63 Million. The residential programs approved in
Ameren’s gas energy efficiency plan were ENERGY STAR New Homes, Home Energy
Performance, Residential Multi-family, Residential New HVAC, and Residential Low Income.
The business programs approved in Ameren's proposed gas energy efficiency plan were Small
Business Tune-Up and Small Business Food Service.

1. AMEREN'S INTEGRATED ENERGY EFFICIENCY AND DEMAND RESPONSE PLAN
A. Electric Savings Goals
1. Statutory Provisions

The Commission is required by statute to determine whether Ameren has met the
efficiency standard as specified in Section 8-103(b) of the Act, as modified by subsections (d)
and (e). The Act states in part:

... If, after 3 years, an electric utility fails to meet the efficiency standard specified in
subsection (b) of this Section, as modified by subsections (d) and (e), it shall make a
contribution to the Low-Income Home Energy Assistance Program.

In addition, the responsibility for implementing the energy efficiency measures of
the utility making the payment shall be transferred to the Illinois Power Agency
if, after 3 years, or in any subsequent 3-year period, the utility fails to meet the
efficiency standard specified in subsection (b) of this Section, as modified by
subsections (d) and (e).

(220 ILCS 5/8-103(i))
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The timeframe for the efficiency standard evaluations for PY4, PY5, and PY6 contained
in this Plan is “after 3 years” and the “subsequent 3-year period” considering the first
Commission-approved 3-year Plan (PY1, PY2, and PY3) will be complete when the instant 3-
year Plan begins. Thus, an annual determination regarding whether Ameren has met the
efficiency standard is necessary considering the efficiency standard as specified in Section 8-
103(b) refers to “incremental annual energy savings goals.”

In addition, the Commission is required by statute to determine whether the DCEQO has
implemented its share of energy efficiency measures required by the standards in Section 8-
103(b). The Act states:

If, after 3 years, or any subsequent 3-year period, the Department fails to
implement the Department's share of energy efficiency measures required by the
standards in subsection (b), then the Illinois Power Agency may assume
responsibility for and control of the Department's share of the required energy
efficiency measures. The Agency shall implement a competitive procurement
program to procure resources necessary to meet the standards specified in this
Section, with the costs of these resources to be recovered in the same manner as
provided for the Department in this Section.

(220 ILCS 5/8-103(j))

As with Ameren, an annual determination regarding whether the Department has
implemented the Department’s share of energy efficiency measures required by the standards in
Section 8-103(b) is necessary considering the standards refer to implementation of cost-effective
energy efficiency measures to meet “incremental annual energy savings goals.”

In its prior Ameren Energy Efficiency Order: Approval of the Energy Efficiency and
Demand-Response Plan, Docket No. 07-0539 (February 6, 2008), the Commission ordered that:

This Commission is required by statute to review Ameren’s Plan for purposes of
meeting the statutory goals (as opposed to a prudence review) during the second
and third year of Ameren’s plan. (220 ILCS 5/12-103(i) and (j)). The dates are as
follows for commencement of a Commission docket reviewing Ameren’s plan to
determine whether it meets the statutory energy efficiency goals: September 1,
2010, for the second year and September 1, 2011, for the third year. The
Commission believes that initiating proceedings on these dates is appropriate to
ensure compliance with the Act. On or before those dates, Staff is directed to
provide the Commission with draft orders that initiate review pursuant to this
portion of the statute.

(Docket No. 07-0539, Final Order at 20, February 6, 2008)
Staff requests the Commission adopt the following dates for commencement of a

Commission docket(s) reviewing: (1) whether Ameren has met the efficiency standard as
specified in Section 8-103(b), as modified by subsections (d) and (e); and (2) whether the
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Department has implemented the Department’s share of energy efficiency measures required by
the standards in Section 8-103(b):

January 31, 2013 for review of Plan Year 4 (06/01/2011 — 05/31/2012);
January 31, 2014 for review of Plan Year 5 (06/01/2012 — 05/31/2013);
January 30, 2015 for review of Plan Year 6 (06/01/2013 — 05/31/2014).

Staff believes that initiating proceedings on these dates is appropriate to ensure compliance with
the Act. On or before those dates, Staff indicates it will provide the Commission with draft
orders that initiate review, pursuant to Section 8-103(i) and (j).

The Act requires that Ameren “[d]emonstrate that its proposed energy efficiency and
demand-response measures will achieve the requirements that are identified in subsections (b)
and (c) of [the Act] as modified by subsections (d) and (e).” 220 ILCS 5/8-103(f)(1). This
requirement references the statutory incremental electric energy savings goals of 0.8% of energy
delivered in PY4, 1.0% of energy delivered in PY5, and 1.4% of energy delivered in PY6, and
the requirement to reduce peak demand each year by 0.1% over the prior year for certain
customers.

In addition to meeting the modified energy savings and demand response goals, the Act
mandates that Ameren must implement 100% of any dedicated demand-response measures and
75% of the energy efficiency measures approved by the Commission. The remaining 25% of
approved energy efficiency measures are implemented by the DCEO. A minimum of 10% of the
entire portfolio of cost-effective energy efficiency measures shall be procured from units of local
government, municipal corporations, school districts, and community college districts.” The
DCEO is charged with coordinating the implementation of these measures.

Also, Plan 2 must:

Present specific proposals to implement new building and appliance standards that
have been placed into effect; present estimates of the total amount paid for service
expressed on a per kilowatt-hour [KWh] basis associated with the proposed
portfolio of measures; Coordinate with the [DCEQ] to present a portfolio of
energy efficiency measures proportionate to the share of total annual utility
revenues in Illinois from households at or below 150% of the poverty level. The
energy efficiency programs shall be targeted to households with incomes at or
below 80% of area median income; demonstrate that its overall portfolio of
energy efficiency and demand- response measures, not including programs
covered by item (4) . . . are cost-effective using the total resource cost test and
represent a diverse cross-section of opportunities for customers of all rate classes
to participate in the programs; include a proposed cost-recovery tariff mechanism
to fund the proposed energy efficiency and demand- response measures and to
ensure the recovery of the prudently and reasonably incurred costs of
Commission- approved programs; and provide for an annual independent
evaluation of the performance of the cost- effectiveness of the utility's portfolio
of measures and the [DCEQ’s] portfolio of measures, as well as a full review of
the 3- year results of the broader net program impacts and, to the extent practical,

48



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

for adjustment of the measures on a going- forward basis as a result of the
evaluations. The resources dedicated to evaluation shall not exceed 3% of
portfolio resources in any given year.

In addition, the Act calls for utilities to limit program revenue allocated to the
demonstration of breakthrough equipment and devices to no more than 3%. Finally, the Act
contains penalty provisions. In addition to imposing a monetary penalty, the Act transfers
efficiency programs to the IPA if a utility fails to meet the efficiency goals as modified by the
Commission.

2. Ameren's Plan

a. Ameren's Position

Ameren states that Plan 2 achieves the statutory electric savings goals by proposing
modified savings goals that are consistent with the Act’s spending limitation and corresponding
mandate to modify savings goals in accordance with the spending limitation. Ameren's modified
goals translate to 214,489 megawatt-hours "MWh") for PY4, 202,145 MWh for PY5, and
186,725 MWh for PY6. Ameren claims it will meet the Act’s demand response reduction goals
through energy efficiency programs already proposed and therefore it does not propose a
separate demand-response program.

Ameren contends that Plan 2 meets the Act’s requirement for utilities to implement 75%
of the energy efficiency measures approved by the Commission and DCEO to implement the
remaining 25% of energy efficiency measures approved by the Commission. Ameren states this
percentage was allocated as “the percentage of the portfolio’s costs” in accordance with the
Commission’s Final Order in Docket No. 07-05309.

Ameren cited the DCEO’s public sector programs and stated that at least 10% of the
entire portfolio measures for Plan 2 are directed to local governments, municipal corporations,
school districts and community colleges in accordance with the Act. Ameren claims that no
party has put forth evidence suggesting Plan 2 fails this requirement.

In addition, Ameren opines that DCEO agreed to satisfy the new building and appliance
standards requirement but notwithstanding this agreement, Plan 2 presents specific proposals to
implement new building and appliance standards that have been placed into effect through the
Residential ENERGY STAR New Homes Program, the ramping down of the compact florescent
light ("CFL") funded portion of the Residential Lighting program as a result of the Energy
Independence and Security Act of 2007 ("EISA"™), the Residential heating, ventilation, and air
conditioning ("HVAC") program, and building new construction projects using existing
minimum code requirements as the benchmark and standard. Ameren notes that no party has
submitted evidence contesting Plan 2’s implementation of new building and appliance standards.

Ameren also states that Plan 2 presents estimates of the total amount paid for service on a
kilowatt-hour ("kWh") basis as required under Section 8-103(f)(3) and that “[t]he average charge
is expected to be 0.1543 ¢/kWh for the plan year beginning June 1, 2011 and 0.1546 ¢/kWh each
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year thereafter.” Ameren avers that Staff agrees that Plan 2 meets this requirement and no
Intervenor has offered evidence contesting this point.

Ameren pointed to the DCEO filing as demonstrating that Plan 2 will “offer a portfolio of
energy efficiency programs targeted to households at or below 80% of area median income (""80
AMI") at a funding level equal to the proportionate share of the amount paid by those households
that pay for electric and/or gas service at or below 150% of the federal poverty level” in
accordance with Section 8-103(f)(4) of the Act. Ameren states that Staff agrees Plan 2 satisfies
this requirement, and no party has asserted otherwise.

Additionally, as Section 8-103(f)(5) requires, Ameren contends that it screened over 500
measures using the state-of-the-art DSMore software tool, and that measures in Plan 2, excluding
low-income measures administered by the DCEO, are cost-effective under the Illinois Total
Resource Cost (“TRC”) test and represent a diverse cross-section of opportunities for all
customers. Ameren explains that Plan 2 includes only measures and programs that pass the TRC
test on the overall portfolio level, each overall program level, and the individual measure-level.
Ameren also submits that Plan 2 offers programs for residential and commercial customers and
that Staff again concurs that Plan 2 is cost-effective and represents a diverse cross-section of
opportunities for all customers.

Ameren points to Rider EDR as its required cost-recovery tariff mechanism and notes
that Rider EDR was approved by the Commission in Docket No. 07-0539. Ameren witness
Schonhoff testified that Plan 2 includes only an update to the spending limits for PY4, PY5, and
PY6 and that no changes to the tariff are necessary. Ameren avers that Staff agrees that Plan 2
meets this requirement and that it is undisputed that the Rider fulfills the statutory requirement.

Ameren explains that its proposal complies with the Act’s evaluation, measurement, and
verification ("EM&V") requirements, in that it also provides for quarterly status reports tracking
implementation of and expenditures for the utility's portfolio of natural gas measures and the
DCEO's portfolio of natural gas measures. Moreover, Ameren opines that the consultant
provides an annual independent review, and a full independent evaluation of the 3-year results of
the performance and the cost-effectiveness of the utility's and the DCEQ's portfolios of measures
and broader net program impacts and, to the extent practical, for adjustment of the measures on a
going forward basis as a result of the evaluations. Ameren states that per the Act; the resources
dedicated to the evaluation of the Plan do not exceed 3% of portfolio resources in any given 3-
year period. Ameren also claims that the Plan 2 budget allocation for breakthrough equipment
and devices was limited to 3% of the total portfolio budget.

Ameren urges the Commission to approve it's proposed modified goals of 214,489 MWh
for PY4, 202,145 MWh for PY5, and 186,725 MWh for PY®, if the Commission approves
Ameren's proposal to achieve peak demand reduction through existing programs. Ameren
argues the Commission has the authority to approve modified energy efficiency goals and noted
that no party suggests otherwise. Ameren argues that the plain, ordinary meaning of the Act
provides that the electric efficiency goals must be modified by the spending limit when required.

Ameren asserts that the “notwithstanding” language in the spending cap mandates that an
electric utility “shall reduce” the number of efficiency and demand-response measures it
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implements in any single year as much as necessary “to limit” the increase in retail customer
payments to the amounts set in the Act. Ameren also notes that the Act refers to the goals “as
modified” no less than 7 times, suggesting that modification is not only allowed but actually
assumed by the legislature. Further, Ameren noted that the Commission itself has previously
acknowledged that efficiency goals can be modified by subsection (d)’s cost constraints, citing
the Final Order in Docket No. 07-0539.

Ameren avers that its interpretation is consistent with the Act, which compels the
Commission to review the spending limits by June 30, 2011. Ameren opines that this provision
indicates that the legislature contemplated that a utility may need to modify its goals under the
spending cap. Ameren further notes that Staff and the NRDC suggest the Commission should
approve modified goals, although not the modified goals proposed by Ameren.

Ameren states that it developed the modified electric efficiency goals proposed in Plan 2
after completing its analysis and commissioning an independent study by the Cadmus Group
(“Cadmus Study”). Ameren suggests that the Cadmus Group found the kWh savings targets set
forth in the statute to be extremely aggressive, and that it would be unrealistic for Ameren to be
able to meet them at the prescribed spending limits. Ameren argues that no party has
meaningfully contested Cadmus’ findings.

Ameren explains that in developing Plan 2, it compiled a broad of list of efficiency
measures from several sources and based them on a master list produced by Morgan Marketing
Partners (“MMP”). Ameren witness Costenaro stated the list drew from multiple sources that
serve as national standards (including the U.S. EPA Energy Star Program) and contained several
hundred unique measures applicable to residential, commercial, and industrial buildings. Mr.
Costenaro testified the list was also refined with hundreds of weather-sensitive measures and
custom building simulations representative of the Ameren territories.

Mr. Costenaro explained that, to be more comprehensive, Ameren then combined the
MMP database with similar energy efficiency potential studies developed by well-known
independent energy consultants, Cadmus and Global Energy Partners, LLC, and augmented the
dataset with data from several other industry sources to create a robust, comprehensive list of
efficiency measures. Finally, Mr. Costenaro testified that Ameren incorporated measure inputs
from actual Ameren programs currently being implemented in the field, utilizing the experience
of the implementation teams and the impact results of evaluation, verification, and measurement
efforts. Ameren states that it combined all these sources to create and refine its composite
Master Measure Database which it then used to develop what it considered a comprehensive,
diverse portfolio of electricity efficiency measures.

Ameren witness Costenaro testified that meeting the Act’s unmodified goals would
require substantially more funding than the Act permits and would result in Ameren's customer
rates being increased more than allowed under the law. Specifically, Ameren estimated that,
assuming its proposed kWh savings and budgets scale linearly, the 3-year budget required to
achieve the statutory savings targets would be approximately $100 Million higher than the
statutory spending limit and Ameren's required budgets would increase to approximately $51.3,
$70.1 and $108.6 Million for PY4, PY5, and PY6 respectively. Ameren notes that Staff agrees
that it is reasonable to approve a lower savings requirement for Ameren.
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While its Plan 2 proposes modified electric goals, Ameren states that it commits that all
possible savings will be maximized within the spending limit, and that all budget funds will be
spent to achieve, or exceed modified goals to the extent possible per the spending limit. Ameren
asserts that approval of its modified goals would not provide a disincentive for it to strive to
exceed those goals, as it has committed to spending all available funding within the statutory
limit, even if it somehow meets the modified goals below budget.

As for Ameren’s Benchmarking Analysis, Ameren explains that the results of
independent expert Mr. Edward Weaver confirm its findings that it is unrealistic to expect
Ameren to achieve the unmodified goals within the spending limit and that Plan 2’s modified
goals are reasonable.

Ameren witness Weaver performed a benchmarking analysis that contained two parts.
First, it compared the savings targets and spending limitations required by the Act to those
achieved by portfolios elsewhere in the United States in 2008 and 2009. Mr. Weaver’s analysis
showed that none of the 39 benchmarks from 2008 and only one of the 23 benchmarks from
2009 were able to meet the Act’s PY6 savings target within the Act’s spending limitations,
which led to the conclusion that the Act’s spending goals are unrealistic given its funding
limitations.

Second, Mr. Weaver compared the savings and spending proposed by Ameren to those
achieved by portfolios implemented in other areas of the United States in 2009. His analysis
showed that, after adjusting for changes in lighting markets driven by federal efficiency
standards, the savings proposed by Ameren and DCEO were in line with savings achieved by
these other portfolios, given the Act’s spending limitations. Based on this analysis, Mr. Weaver
concluded that Ameren's proposed modified goals are reasonable.

According to Ameren, it is important to consider that the issue of whether the Act
requires a separate and distinct demand-response measure by which the utilities must meet the
Act’s peak demand reduction requirements, or whether the utilities may meet the peak demand
reduction requirements through existing energy efficiency programs, is a matter of first
impression with the Commission. Ameren believes it is crucial that the decision be applied
consistently to both Ameren and ComEd, as both utilities propose to meet the Act’s peak demand
reduction goals without a dedicated demand-response program. Ameren believes this approach
is consistent with both the letter and the spirit of the Act. Ameren argues that nothing in the Act
prohibits utilities from meeting the peak demand goals through existing energy efficiency
programs. Ameren also asserts that especially during a time when utilities are hard-pressed to
meet the energy efficiency goals, it is more sensible to allow utilities to meet the demand
response goals in any manner they can and reallocate money that would otherwise be devoted to
a demand response program to programs that will help increase kWh savings.

Ameren argues that the Act allows utilities to meet the peak reduction goals without a
separate, dedicated demand-response program. Should the Commission feel otherwise, Ameren
requests that it order Ameren to implement its originally proposed Voltage Optimization
Program, with the understanding that those funds will limit Ameren’s ability to achieve any
additional kWh savings set forth in Ameren's current proposal.
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Ameren originally proposed a demand response program called VVoltage Optimization.
The AG, the ELPC, and Staff all oppose aspects of the VVoltage Optimization Program. Ameren
appreciates the points raised by the AG and others and has agreed to withdraw the Voltage
Optimization Demand Response program and use the associated funds to achieve additional kwh
savings, which also increases kW savings. Ameren also agrees to reallocate Demand Response
program funds proportionally across the other programs thus preserving its balance of managing
a diverse set of programs across all customer segments. Ameren says this reallocation will
increase electricity savings to an estimated 214,489 MWh for PY4, 202,145 MWh for PY5, and
186,725 MWh for PY®6, a total increase of 3.0%, or 17,818 MWh over three years. Ameren says
it will meet the peak demand requirements through its other programs. Ameren requests
approval to withdraw the Voltage Optimization Program and reallocate the funding to existing
energy efficiency programs. Should the Commission determine the Act requires a separate
demand-response program, Ameren requests the Commission to order it to implement the
Voltage Optimization Program as originally proposed.

b. Staff's Position

Staff notes the Commission’s guidelines for approving or disapproving the plan are set
forth in the statutory filing requirements of Section 8-103(f)(1)-(7) of the Act. If the evidence in
the record shows that a utility has met each of these seven filing requirements, its plan should be
approved.

Staff states that Ameren’s figures show that the required energy efficiency sufficient to
satisfy the statute translates into the following MWh of required electric energy efficiency
savings: 309,732 MWh in PY4, 392,640 MWh in PY5, and 557,787 MWh in PY6. Staff notes
these values are derived from the Company’s projection of energy delivery: 38,716,487 MWh in
PY4; 39,263,963 MWh in PY5, and 39,841,950 MWh in PY®6. Staff suggests that the evidence
in the record has not demonstrated that Ameren will achieve the requirement in subsection (b) of
Section 8-103, as modified by subsection (d).

Staff states that the peak demand reduction standard identified in Section 8-103 of the
Act provides for electric utilities to implement cost-effective demand-response measures to
reduce peak demand by 0.1% over the prior year for eligible retail customers, which requirement
commences June 1, 2008 and continues for 10 years. Ameren’s Plan states that the peak demand
reduction requirement translates into megawatt ("MW") reductions of peak electricity demand:
4.42 MW in PY4, 4.20 MW in PY5, and 4.16 MW in PY6. Staff notes it did not perform a
thorough review of these projections within this expedited proceeding, but has no reason to
question Ameren’s underlying forecast. Staff avers that demand-response measures are defined
to include not only measures that shift demand from peak to off-peak periods (e.g., Real Time
Pricing (“RTP”), AC cycling), but also measures that decrease peak electricity demand in
general (e.g., high efficiency AC unit). Staff states that Ameren’s Plan is designed to meet the
requirement as set forth in Section 8-103(c).

Staff notes the Act allows for a modification to the requirements set forth in subsections
(b) and (c) of Section 8-103. Ameren’s Plan presents the spending limits associated with Section
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8-103(d) based on current information and estimates as $59,261,622 in PY4, $60,095,066 in
PY5, and $60,733,316 in PY®6.

Staff notes that Ameren calculates the average charge is expected to be 0.1543 ¢/kWh for
the plan year beginning June 1, 2011 and 0.1546 ¢/kWh each year thereafter. This is due to the
statutory limit for PY5 and each year thereafter of the greater of either 2.015% of the amount
paid per kwWh during the year ending May 31, 2007 or the incremental amount per kWh paid in
PY4. Staff recommends the Commission order Ameren to update its energy savings goals along
with its spending screens as part of Ameren’s annual reconciliation process such that the energy
savings goal will be adjusted relative to any adjustment in the spending screen.

Staff agrees that Ameren has met the second, third and fifth conditions for approval of its
plan.

Requirement 4 for approval requires that Ameren coordinate with the Department to
present a portfolio of energy efficiency measures proportionate to the share of total annual utility
revenues in Illinois from households at or below 150% of the poverty level, as well as with
energy efficiency programs being targeted to households with incomes at or below 80% of area
median income. Staff notes that DCEO originally filed for approval of its plan independently in
Docket No. 10-0569, but later moved to dismiss that docket and intervened in the various
efficiency dockets. It does not appear to Staff that Ameren filed its plan in conjunction and
agreement with DCEO.

As a result, DCEO is, in Staff’s opinion, only marginally in compliance with the statutes.
As such, Staff asks the Commission to require DCEO to provide a more transparent process to
both the utilities and the Stakeholder Advisory Group (“SAG”) prior to submitting future plans.
Part of this process should be adequate time for the utilities to incorporate the DCEQO’s budget
into the utilities’ plans. It should also include allowing the SAG adequate time to provide
feedback for incorporation into its plan.

Staff states the sixth requirement requires Ameren to include a proposed cost-recovery
tariff mechanism to fund the proposed energy efficiency and demand-response measures and to
ensure the recovery of the prudently and reasonably incurred costs of Commission-approved
programs. Staff notes that Ameren offers in satisfaction of the requirement, Rider EDR, which
was approved in Docket No. 07-0539.

Staff proposes that Rider EDR include specific language in the tariff which prohibits the
recovery of incentive compensation, and recommends that the Commission order the inclusion of
suitable language in either the definition of Incremental Costs or in the Terms and Conditions
section of the Rider EDR. Staff also recommends that Rider EDR include language in the tariff
that requires Ameren to provide testimony in annual Energy Efficiency Reconciliation Dockets
attesting that all costs recovered through the Rider were prudently and reasonably incurred.

In requirement 7, Staff indicates the plan must provide for an annual independent
evaluation of the performance of the cost-effectiveness of the utility's portfolio of measures and
the Department's portfolio of measures, as well as a full review of the 3-year results of the
broader net program impacts and, to the extent practical, for adjustment of the measures on a
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going-forward basis as a result of the evaluations with the resources dedicated to evaluation not
exceeding 3% of portfolio resources in any given year. Staff suggests that Ameren has satisfied
this requirement, and recommends the Commission order Ameren to file the annual independent
evaluation required by Section 8-103(f)(7) via the Commission’s e-Docket system in Docket No.
10-0568.

c. AG's Position

The AG states that in each of the plan years, Ameren proposes to reduce the statutory
efficiency savings goals to below the statutory requirements, as well as having the total savings
amount decrease from year to year. The AG notes that the energy efficiency statute directs the
Commission to review utilities’ Plans every three years, and enter an order, after public
comment, within three months. The AG also notes the seven standards for review which were
previously mentioned.

d. CUB's Position

CUB notes that Ameren’s proposed Plan falls well short of the statutory electricity
savings goals. Claiming it is impossible to meet the statutory goals, Ameren is requesting that
the Commission approve modified electric energy savings goals for PY4, PY5, and PY6 based
upon the spending screens calculated by Ameren under Section 8-103 of the Act. Ameren
believes its modified electric spending screen reflects what is “realistically achievable within the
spending limit.”

CUB recommends that the Commission not approve Ameren’s modified savings goals.
CUB states the statute is clear on what the savings goals are for Ameren. Instead of treating the
spending screens as limiting the goals of the plan, CUB opines that the Commission should view
the spending screens as mechanisms to ensure that ratepayer dollars fund only those programs
which are the most cost-effective. CUB argues the Commission should require Ameren to
demonstrate that it cannot structure a portfolio which meets those two requirements by more cost
effectively restructuring its measures.

CUB notes that Ameren’s proposed modified targets fall well short of the statutory goals,
and suggest that Ameren’s Plan falls well short of what the Commission should accept before
any modified statutory goals are approved. Even though the statute requires Ameren to meet
electric energy savings targets of 0.8%, 1.0%, and 1.4% for each Plan Year respectively, CUB
states that Ameren has proposed a Plan with targets of 0.65%, 0.61%, and 0.56%, so that instead
of savings goals that increase over time, as required by the law, Ameren has actually proposed
savings goals that decrease over its three-year Plan. Moreover, CUB avers that Ameren has not
proposed any demand response program at all, which goes against the plain language of the Act.
Before any modification to Ameren’s statutory savings goals is made, CUB argues the
Commission should require Ameren to prove that it cannot restructure its measures in a more
cost-effective manner, and require Ameren to incorporate the suggestions of Staff and other
Intervenors as to how that restructuring can be done.

e. IPA's Position
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The IPA notes that the Act imposes on Ameren the ultimate responsibility to design,
develop and file energy efficiency ("EE™) and demand response ("DR") measures and plans with
the Commission, however, Ameren shares with the DCEO the obligation to implement EE
programs, while Ameren maintains exclusive control over implementing DR programs. The IPA
states that Ameren is required to implement programs and measures to achieve at least 75% of
the EE statutory targets, and DCEO is required to implement programs to achieve 25% of the
statutory target. While DCEO is required to implement 25% of the targets, the IPA states that
the costs associated with DCEO and Ameren’s EE programs are not allocated pro rata.

The IPA asserts that if DCEO is unable to meet its annual energy efficiency savings goal
of 25%, then Ameren and DCEO are required to jointly submit a proposal to the Commission
explaining the performance shortfall, and recommending an appropriate modification to the plan.
The IPA opines that the Act does not give Ameren an opportunity to request a modification of its
plan from the Commission if DCEO expects to fall short of the statutorily mandated EE savings;
the modification to the statutory obligation occurs only after DCEOQ tries, but fails to achieve the
statutory obligation. The IPA avers that if Ameren fails to meet its required efficiency standards
after three years, the responsibility for implementing the energy efficiency measures shall be
transferred to the IPA.

3. Ameren Proposed Modified Goals

Based on Staff and various Intervenor's suggestions during the pendency of the docket,
Ameren has proposed various modifications to its original plan. Ameren explains that it
appreciates CUB’s suggestion of incorporating a Real Time Pricing Program in future plans. As
Ameren witness Woolcutt noted, Ameren already operates a residential RTP program with
assistance from a division of the Center for Neighborhood Technology (“CNT Energy”) under
Rider Power Smart Pricing (“PSP”). Ameren further notes that a legislative determination is
needed to approve the continuation of the program and that the RTP program has not yet been
evaluated for cost-effectiveness, but agrees that after evaluation Ameren will seek input from
interested stakeholders and determine whether expansion of residential RTP through the Energy
Efficiency and Demand Response program is appropriate in future plans.

Ameren stated it agrees that Smart Energy Design Assistance Center ("SEDAC") and
Large-Customer Energy Assistance Program ("LEAP") are important tools and explained that it
already collaborates with them. Ameren Illinois explained that SEDAC is an important channel
and program ally for Ameren programs whereby Ameren recommends customers to SEDAC for
a free audit; SEDAC provides a list of customers that have received audits to Ameren for
portfolio program contact.

Ameren notes that various parties have suggested that it expand its residential lighting
program and achieve increased savings. Ameren agrees that there may be opportunities to
increase energy savings through expansion of the residential lighting program and that it is fully
committed to seizing opportunities to exceed planning goals if they materialize. Given current
information about the EISA's likely impact on lighting, Ameren asserts that Intervenors are
wrong to simply assume such opportunities will exist. Ameren explains that Plan 2, including its
proposal to analyze EISA’s impact on the Illinois lighting market and then reevaluate its
programs and measures, is much more reasonable and provides more certainty than arbitrarily
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increasing participation levels to achieve parity with Commonwealth Edison Company’s
(“ComEd”) or Intervenors’ other unsubstantiated suggestions.

Ameren argues that the AG's proposal to adopt an upstream lighting proposal has
potential but is unproven and contains many risks. Ameren notes that AG witness Mosenthal
never quantified the amount of savings an upstream lighting program might generate, did not
assume that expansion of this program would enable Ameren to meet the Act’s unmodified
goals, and recommended that Ameren conduct further study before implementing such a
program.

Ameren is concerned that the AG's upstream commercial and industrial incentives
proposal shifts focus and transactions away from customers and contractors, is not easily tracked
for verification, provides less information on projects for evaluation, has potential for double
dipping with customer-driven initiatives, and interrupts interactions with facility managers and
reduces follow-up non-lighting measures. Ameren avers that these concerns are serious and
come directly from a presentation authored by Mr. Mosenthal that addressed the risks of an
upstream lighting approach.

Although various parties have argued Ameren should leverage outside funds to increase
energy savings, Ameren asserts there simply is no evidence in the record that there is any
available outside funding Ameren can leverage that would warrant increasing the electric energy
savings goals.

Ameren is also generally skeptical that a Tariff Installation Program is workable in
Illinois due to the deregulated environment. Ameren asserts that ELPC witness Crandall’s
proposal could potentially set back the efforts of the Commission, Ameren, and retail electric
suppliers to reduce barriers to the efforts of those suppliers seeking to serve all electric customers
as ordered under PA 95-0700.

While several parties suggest Ameren consider using on-bill financing to achieve savings,
Ameren explains that it anticipates recovering some on-bill financing costs associated with
natural gas measures through Rider GER in PY4, and it also anticipates recovering costs
associated with electricity measures through Rider EDR. Ameren acknowledges, though, that
the availability of an on-bill financing program is subject to the results of the request for proposal
("RFP™) process, contract negotiation with the financial institution and successful project
implementation. Further, Ameren witness Martin testified that the approved on-bill financing
program “is significantly hindered by the legislation’s payback criterion, which requires that the
energy savings must be equal or greater than the total customer costs (including measure,
installation and financing costs).” Ameren explains that it has found only two situations where
Ameren has successfully applied this payback criterion: “1600 square feet or more of insulation
or conditions where a customer can bundle measures such as insulation and HVAC equipment in
its Moderate Income program.” Ameren concludes that the program remains totally unproven in
its ability to attract substantial savings and should not weigh against adopting the modified goals.

Ameren also asserts that the provisions providing for on-bill financing are separate and
distinct from those provisions addressing energy efficiency and demand response, and thus not
meant to be integrated into Sections 8-103 and 8-104. Ameren explained that the on-bill
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financing statute is concerned with saving money for consumers, while the energy efficiency and
demand response Act is concerned with the utility itself reducing delivery load. Ameren agrees
to explore the use of on-bill financing, to the extent possible, but due to the presently tenuous
connection between on-bill financing and energy savings, urges the Commission to not require
its inclusion in Plan 2.

Ameren also argues that it should not be required to leverage off-bill financing because
there is no evidence that it would produce savings, or is available in practice. Ameren contends
that it is better to use incentives to attract participants, and that the costs of implementing an off-
bill financing program would lead to a decreased amount of portfolio programs.

Ameren witness Martin testified that Ameren has already leveraged money from the
American Recovery and Reinvestment Act (“ARRA”) by helping coordinate furnace and air
conditioning incentives through its implementation contractor, Conservation Services Group
(“CSG”). Mr. Martin also testified that Ameren applied directly for an ARRA grant in 2009, but
was denied. Ameren states it has investigated the potential for leveraging Tax Increment
Financing (“TIF”) funds, but so far funding through redirection of TIF funds has not been
successful. To date, Ameren explained it has not secured any outside funding and does not
believe it to be available.

Ameren explains that it supports the theory of financing program costs through
capitalizing the cost of Company owned or operated physical assets as advanced by some
Intervenors, however Ameren explains that it has no equipment that could be capitalized.

Ameren agrees that the stakeholder group should further investigate the potential for
performance contracting, but states that due to the uncertainty regarding the outcome of these
investigations and the lengthy time for deployment, no adjustment to the modified goals as
proposed by Ameren is warranted.

a. Staff's Position

Staff notes that Ameren is proposing the total savings standard be modified from that
required by statute, to 250,551 MWh, 238,372 MWh, and 223,540 MWh for PY4 through PY6,
respectively. Of the total savings for the three plan-years, Staff states Ameren would be
responsible for 208,525 MWh, 195,973 MWh, and 181,044 MWh, respectively, with the
remaining MWh savings assigned to the DCEO.

While Staff does not oppose the concept of lowering the savings goals, it is not confident
that the modified targets requested by Ameren are sufficiently high. Staff agrees with Ameren
that expanding programs is likely to cost more money per unit, as the programs would be
pursuing harder-to-reach savings opportunities with less motivated customers. Staff is also of
the opinion that it is likely that many of the simple low-cost measures have already been
implemented and newer measures are also likely to cost more to implement.

In addition to exhausting much of the so-called “low-hanging fruit,” the EISA has
provisions prohibiting the manufacture of certain incandescent bulbs. While Staff understands
that a great deal of savings in the first three-year plan resulted from financial incentives to install
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CFL bulbs, as a result of the EISA, after January 1, 2012, much of the savings from light bulbs
will no longer be incremental as required by Section 8-103(b) of the Act.

Since it is likely that each additional MWh of energy saved is going to be more costly to
achieve while the budget is not increasing proportional to the savings requirements, and the
savings from the largest element of the EEDR program are going to decline starting January 1,
2012, Staff believes it is reasonable to approve a lower savings requirement for Ameren.

While Staff agrees that lower goals are reasonable, Staff finds it likely that kwWh savings
higher than proposed by Ameren can be achieved. Staff opines that Ameren's analysis is flawed
in that it fails to recognize its status as an integrated gas and electric utility. Staff avers that
integrating both gas and electric programs should reduce administrative costs, which would
mean that more funds in a given budget are available to be spent on actual energy savings.

In addition, Staff also believes that Ameren’s request to modify savings goals is flawed
because additional savings can be derived by increasing expenditures in the gas energy
efficiency portfolio by focusing on dual gas and electric saving measures. Staff avers that the
gas energy efficiency law sets gas savings standards on a cumulative basis. For example, Staff
notes the statute requires gas utilities to achieve 0.2% annual incremental savings for the year
ending May 31, 2012 and 0.4% additional annual incremental savings in the year ending May 31,
2013. Staff opines that Ameren could meet its Year 2 standard either by having incremental
savings of 0.4% in PY2 or by reaching 0.6% total Year 1 and Year 2 incremental gas savings
through PY2, which Staff believes is relevant to electric savings as many of the gas energy
efficiency measures also save electricity.

Staff posits that Ameren’s ability to use cumulative gas savings to meet the standards set
forth in Section 8-104(b) of the Act, combined with the fact that many measures provide both
electric and gas savings means the Commission could increase the achievable electric savings by
ordering Ameren to spend all available gas energy efficiency funds. By ordering Ameren to
adjust its plan so that all available gas funds are used and that the gas funds in excess of what
Ameren intended to spend in this plan are targeted towards measures with combined gas and
electric savings, Staff asserts that electric savings can be increased even if Ameren does not
exceed the spending limits established in Section 8-103(d).

Staff notes that while the gas energy efficiency law does not direct utilities to spend all
available funds, it does not prohibit it either. Staff notes that subsection (d) of Section 8-104 of
the Act limits expenditures on energy efficiency “implemented in any 3-year reporting period
established by subsection (f) of Section 8-104 of this Act, by an amount necessary to limit the
estimated average increase in the amounts paid by retail customers in connection with natural gas
service to no more than 2% in the applicable 3-year reporting period.” Staff interprets this
subsection of the Act to mean that Ameren is permitted to spend to the 2% limit within the 3-
year period. Staff notes that the statute appears to encourage spending to reach more than the
minimum necessary to reach the annual incremental savings goals by allowing savings above the
goals to accumulate over several years. Staff argues that if the current energy efficiency dockets
of ComEd and Ameren on the electric side provide any future indications for gas utility energy
efficiency dockets, it is likely that the less expensive measures will be soon exhausted, and it will
become more difficult and costly to achieve a given level of gas savings in the future. By

59



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

ordering Ameren to spend to the limit in its gas plan, Staff opines that the Commission may also
prevent or prolong the time until Ameren requests modified gas standards. Staff recommends
that the Commission should not be lenient with respect to requests to ease savings goals as
allowed by subsection (d) of Section 8-104 of the Act in future proceedings, if Ameren cannot
justify why it does not seek to accumulate savings for future years as allowed by the law.

In regard to Ameren's concerns about claiming electric savings from gas only customers
or using gas funds to subsidize the efficiency program for electric customers, Staff believes that
the subsidization issue can be resolved by determining whether the measures in question are
likely to be promoted through gas-only utility energy efficiency portfolios. If so, Staff believes
there is no concern about cross subsidization because these measures provide sufficient benefits
to gas customers to warrant their inclusion in a gas only energy efficiency portfolio. In response
to claiming electric savings, Staff avers it is appropriate for Ameren to claim the electric savings
from measures installed in dual gas and electric customer premises as these savings reduce
Ameren’s deliveries and are incremental to the actions taken by Ameren through its energy
efficiency program. While electric savings for measures installed at the premises to gas only
customers should not be counted towards Ameren’s electric goal as these savings do not affect
Ameren’s electric deliveries.

b. CUB's Position

Although both Ameren and ComEd both propose similar residential lighting programs,
CUB believes that Ameren takes a much more conservative approach in its savings estimates
than ComEd. CUB notes that Ameren significantly reduced participation rates for its Residential
Lighting Program compared to its previous three-year Plan due to concerns over speculative
future effects of EISA. CUB notes that Ameren has decreased the number of CFLs used in its
Plan, and proposes to decrease the EMV Net-to-Gross (“NTG”) results for the lighting program
from an EM&YV result of 1.0 to 0.80, 0.60, and 0.40 for PY4, PY5, and PY®6, respectively. CUB
argues that such an approach is not only unnecessarily conservative, it demonstrates Ameren’s
reluctance to adopt a Plan that aims to achieve the statutory goals, and as it does not even
propose to meet PY4 targets, CUB opines that such an approach should be rejected by the
Commission.

While Ameren itself concedes the effect of the EISA on the residential lighting market is
unknown, CUB states the total saturation of CFLs in Ameren territory is still estimated to be
relatively low and Ameren’s proposed total of just over 500,000 CFLs in PY4, including
118,000 specialty CFLs, with reduced numbers for PY5 and PY®, is too low. Even with the
proposed new NTG ratios, CUB believes that CFLs would still represent highly cost-effective
and low-cost savings.

CUB notes that Ameren’s residential lighting program represents only 17% of its overall
residential portfolio savings, and although Ameren stated in its Plan that it will make adjustments
to program levels if sales turn out to be higher than anticipated, CUB argues that Ameren has
scaled down its lighting program too far. CUB is of the opinion that Ameren does not
adequately exploit the potential for the relatively low-cost promotion of either standard spirals or
specialty CFLs in any of the three program years. As CUB witness Thomas noted, these
inconsistencies suggest that Ameren’s failure to meet the savings target in PY4 may be the result
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of not allocating enough funding to cost-effective measures like a Residential Lighting Program.
CUB argues the Commission should direct Ameren to recalculate its Plan with an expanded
Residential Lighting Program.

CUB notes that Section 8-103(c) of the Act requires Ameren to implement cost-effective
demand response measures to reduce peak demand for electricity by 0.1% over the prior year
beginning on June 1, 2008, continuing for ten years. Entirely separate from the energy efficiency
measures, CUB states this statutory goal focuses on reducing system usage at the point that usage
is highest. For purposes of customer programs, peak levels correspond to the highest demand
hours in a given year, and this is the point when any reduction in peak demand provides the most
value to customers. CUB opines that the General Assembly effectively recognized this value
when it includes energy efficiency and demand response as separate requirements.

In its Plan, CUB notes that Ameren calculated demand response MW goals of 4.42, 4.20
and 4.16 respectively, and proposed to meet these goals through a new demand response
program, Voltage Optimization, for business and residential customers. CUB states that voltage
optimization is a distribution management system program where voltage and VAR control
equipment (“Volt/VAR Control”) is installed on distribution circuits and used to manage voltage
levels on individual feeder lines. In addition, CUB notes that VAR Control can be used to
minimize distribution losses associated with reactive power, thereby increasing distribution line
losses and reducing system demand, and that Ameren proposed to use this program “no less than
8 times a year for 4 hours per event totaling 32 hours of demand reduction.”

While generally supporting the program, CUB opines that the goal of the program should
be to operate the electricity distribution system at maximum efficiency without causing any
adverse consequences for customers or other system assets. CUB therefore proposes the
Commission order Ameren to study the most efficient usage of the installed system and produce
annual reports regarding the operation of the system. In the annual reports, CUB believes
Ameren should clearly demonstrate the achieved benefits and identify opportunities to use the
program more effectively for customers. Since the Voltage Optimization would be a “behind the
scenes program,” CUB also proposes that Ameren pursue strategies to reduce peak demand
through cost effective customer demand response measures such as the Residential RTP
program.

CUB notes that Ameren’s proposal met with resistance from other Intervenors, namely
the AG and ELPC, resulting in Ameren proposing to withdraw the program. CUB states that
Staff expressed a preference for a pilot instead of a full program, claiming the benefits from the
proposed program were uncertain. While the AG expressed concern that the proposal was not
appropriate as an energy efficiency program, and proposed instead that Ameren count peak
demand savings from energy efficiency programs, CUB opines that the proposed Voltage
Optimization Program is not intended as an energy efficiency measure. CUB states it is intended
as a demand response measure, designed to meet an entirely separate set of statutory goals,
defined in the statute as “measures that decrease peak electricity demand or shift demand from
peak to off-peak periods. CUB believes that Ameren’s Plan shows that it can achieve peak
demand reductions through implementing the Voltage Optimization Program. CUB argues that
the Commission should order Ameren to reinstate this program in the Plan, and monitor the
results of the program carefully to ensure that actual demand response savings are achieved.
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CUB avers that Ameren’s RTP program, PSP, gives Ameren an opportunity to reduce
demand for electricity with customer involvement funded by an entirely different source than its
Plan. CUB notes that Ameren has expressed willingness to consider Residential RTP as a
demand response measure in “future plans” once the program has been evaluated for cost-
effectiveness. Noting an evaluation will be conducted early in 2011 to determine if the program
results “in net benefits to the residential customers of the electric utility,” as required by statute;
CUB believes Ameren should work with interested stakeholders to determine if expansion of
residential RTP through the Plan proposed here is appropriate. If evaluation results show that
Ameren’s RTP program is cost-effective, CUB states the Commission should order Ameren to
count savings from this program toward statutory demand response goals and to incorporate the
RTP program into the Plan.

CUB also believes that use of an on-bill financing program would allow Ameren’s
residential and business customers to better afford energy efficiency upgrades to their homes or
business. Despite the fact that including on-bill financing in its Plan will clearly benefit
Ameren’s residential and customers, CUB notes that Ameren only mentions the program once in
its filing, stating that on-bill financing is under development. CUB believes that Ameren is
missing an opportunity by failing to integrate the on-bill-financing program into the Plan, as it
would provide an additional source of funding for energy efficiency programs, and could be
particularly appropriate for Ameren's proposed Residential Home Energy Performance and
Residential Multi-Family Programs. CUB notes that in these programs, the utility is already in a
customer’s home and should be able to evaluate appropriate energy efficiency investments in a
single visit and provide the customer with means to make those investments. Such a program
will not only make energy efficiency investments easy for the customer, but CUB believes will
provide Ameren with an additional way to leverage another source of funding to help achieve its
statutory goals. CUB states that any program costs for on-bill financing, while recoverable under
Ameren’s Rider EDR, should stay with the program and not be included in calculating Ameren’s
spending screen.

CUB argues that Ameren could potentially expand either this service or some alternative
and perhaps better designed financing strategy, with much larger capital available from third
party lenders, as a method to increase program participation and make it easier to capture larger,
more comprehensive projects, while lowering costs that need to be recovered from ratepayers.
CUB opines that this apparent failure to even consider this proven strategy alone makes clear
that Ameren has not explored all options for meeting future goals. Despite encouragement from
CUB, AG, ELPC, and NRDC, CUB notes that Ameren indicates it will not offer on-bill
financing to customers as part of its Plan because of the unproven ability to attract substantial
savings.

While Ameren indicates it could find only two situations that would match the statutory
criteria of on-bill financing, CUB avers that the fact that Ameren found any measures meeting
the criteria for the on-bill financing program should be reason enough for it to be included in its
Plan. While Ameren claims that the General Assembly did not intend the on-bill financing
programs and the energy efficiency programs to be integrated, CUB asserts that the proper place
for an on-bill financing program, designed to help Illinois consumers afford energy efficient
home upgrades, is in a utility’s energy efficiency and demand response Plan.
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CUB notes that Ameren proposes a Residential Behavior Modification program, wherein
participants will receive a Home Energy Report ("HER") that serves as an educational and
motivational tool to reduce both electricity and natural gas consumption. CUB states that while
designed as a pilot program, Ameren estimates it will reach 50,000 customers for each Plan year
and annual savings are estimated at 495,908 gas therms, 12,238 MWh and peak demand
reductions of 2.8 MW. CUB supports this innovative program, and states that ELPC witness
Crandall testified that if Ameren expanded this program to match, proportionally, the annual
savings associated with the program would increase from 12,238,000 kWh to 27,772,714 kWh
and Ameren would add roughly 15.5 million KWh per year of savings.

While several intervenors express concern that savings are not persistent beyond one year
in behavior change programs, CUB asserts that studies show that energy savings behaviors
persist over time, and the Commission should support Ameren’s attempt to achieve energy
savings from innovative programs like Residential Behavior Modification. CUB notes that
Ameren has proposed an integrated electric and natural gas program, which CUB believes is
entirely appropriate not only for dual-fuel customers but for a dual-fuel utility, such as Ameren.
CUB recommends that Ameren expand its current plan to utilize a third party contractor to
incorporate other third party administered plans similar to ComEd’s.

While Ameren agrees, noting the use of third party administrators that have a proven
record of delivering energy savings, CUB notes Ameren stops short of committing to soliciting
new ideas from third-party administrators through an RFP process. CUB argues that the
solicitation of ideas from third-party administrators can introduce benefits ranging from
increased stakeholder involvement to the introduction of new ideas in both technologies and
delivery mechanisms. With Ameren’s energy efficiency portfolio projected to become over
significantly less cost-effective when CFL programs are phased out, CUB states that a significant
increase in cost-effective program models is necessary.

c. AG's Position

While Ameren is requesting the Commission approve a reduction of the electric energy
savings goals, the AG believes that Ameren could revise its portfolio to sufficiently meet PY4
and PY5 statutory goals. Additionally, the AG notes that the PY6 goals can be revisited after the
legislature has an opportunity to consider the statutory reports and whether modifications to the
Act are appropriate.

The AG notes that many jurisdictions are striving to increase the acquisition of cost-
effective efficiency resources, including using new and innovative approaches that leverage
outside capital, develop public-private partnerships, access federal grants, and other alternatives,
and it appears that the Commission should direct Ameren to do the same. Even without
leveraging additional outside funds, the AG believes that Ameren has taken a modest approach
to designing its Plan 2 electric programs, arguing that Ameren’s portfolio does not fully
incorporate a number of alternatives that could increase the rate of savings starting in PY4.

The AG argues that Ameren should ensure that it maximizes appropriate contributions
from gas ratepayers in all joint programs, as gas ratepayers could fund a greater portion of
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incentives for those measures that save both electricity and gas, so long as the total benefits
accruing to gas ratepayers exceed its contributions. Additionally, the AG suggests that Ameren
reduce administrative, marketing and research and development ("R&D") funds from the full 3%
of budget limit for marketing and R&D, as this spending should be a lower priority until it is
clear whether the rate impacts will be modified. The AG also urges a greater use of either on-bill
or off-bill financing to support its programs while lowering the amount of rebate funds necessary
to meet participation goals

The AG suggests there should also be a shifting of resources from higher cost programs
to lower cost programs, as Ameren’s current proposal allows flexibility to undertake these shifts
as a way to meet goals if needed. In particular, the AG argues that Ameren should significantly
increase its efforts at promoting specialty CFLs, which are not affected by federal standards and
still offer large and very inexpensive savings. The AG further proposes that Ameren
aggressively pursue grant funds, partnerships, and other leveraged resources, as appropriate and
available, as well as consider upstream program models that can reduce total costs per kWh
saved for future portfolio modifications.

The AG urges the Commission to require Ameren to make a compliance filing that would
include a revised Plan within 30 days after the Final Order is issued in this case. The AG
believes that this filing should include the recommendations discussed by the AG, as well as the
recommendations provided by NRDC and ELPC.

d. NRDC-ELPC's Position

NRDC-ELPC notes that Ameren’s energy efficiency plan falls short of the statutory
target for PY4 by 59,000 MWh of potential savings, which represents roughly 20% of the
savings that would be realized under the statutory target, falls even further short of the statutory
target for PY5 by 154,000 MWh, or nearly 40%, and by PY6 Ameren proposes to achieve less
than half of the statutory goal, falling short by 334,000 MWh or 60% of the target.

While Ameren argues that it cannot reach the statutory target without exceeding the
spending limit, NRDC-ELPC asserts that, Ameren fails to present sufficient evidence that its
portfolio is maximized to achieve the highest level of savings achievable with the available
funds. While Ameren presents a benchmarking analysis to show that it cannot meet the Act's
unmodified savings goals, NRDC-ELPC suggests that the analysis shows that utilities have been
known to achieve savings targets in the same range as the statutory targets Ameren faces, at costs
that are consistent with the amounts Ameren may spend under the rate impact caps.

NRDC-ELPC opines that Ameren has substantially underestimated the level of savings it
could achieve within the limited budgets, and notes that various witnesses have offered no fewer
than nine distinct programmatic changes, each of which would increase Ameren’s total savings
within its allowed budget. Given the sheer number and variety of strategies that Ameren failed
to consider before concluding that the targets were out of reach, NRDC-ELPC suggests the only
appropriate response from the Commission would be to send the plan back to Ameren and
required it to redesign its portfolio to achieve greater levels of savings.

64



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

NRDC-ELPC suggests that a closer look at Ameren's benchmarking analysis shows not
only that the statutory goals are achievable, but that similar goals are being achieved by utilities
at roughly the same cost per first-year kWh savings that Ameren has to spend within its rate
impact caps. NRDC-ELPC argues it is not appropriate to compare the cost per unit savings for
utilities that are achieving a substantially higher savings target as a percentage of sales, because
the higher savings goals would tend to drive a different mix of programs that could increase their
cost of first-year kWh savings. If, instead, one compares only those portfolios analyzed in the
benchmarking study that are achieving savings at levels closer to Ameren’s PY4 statutory goal
(i.e., between 0.8 percent of sales and 1.2 percent of sales), NRDC-ELPC notes the average cost
per first year kwWh was $0.18, well within Ameren’s estimated cost limit of $0.191 per first-year
kWh. Moreover, if one looks at only those portfolios that were achieving savings at a level
closer to Ameren’s PY5 target of 1.0% of sales, NRDC-ELPC suggests the average spending per
first-year kWh was $0.15, within Mr. Weaver’s estimated limit of $0.153.

NARDC-ELPC also opines that Ameren is including significant savings from a relatively
untested behavior modification program that has substantially lower first year savings costs than
most programs and was not likely to be included in any of the portfolios analyzed in the
benchmarking study, while Ameren also has the advantage of offering combined gas and electric
programs, which should reduce administrative costs relative to electric-only utilities.

NRDC-ELPC concedes that it is challenging to meet the increasingly aggressive targets
with a static budget, and notes that both benchmarking exercises demonstrate that many utilities
have higher budgets than Ameren has at its disposal. NRDC-ELPC agrees that it does not appear
that the target for PY6 is within Ameren’s reach without additional funds, however, for PY4 and
PY5 the data demonstrates that it is not unheard of for utilities to have achieved similar savings
targets within the allowed funding levels, and notes that Ameren’s plan to fall dramatically short,
achieving only 56% of the statutory target’s savings over the three-year plan is unjustified.

NRDC-ELPC avers that various witnesses made a total of nine separate
recommendations for program design changes that could increase the amount of savings
achieved within Ameren’s energy efficiency rate impact limitations, and while NRDC-ELPC are
not suggesting the Commission order Ameren to adopt a specific combination of these
recommendations, the evidence does appear to show that Ameren has not met its burden to
demonstrate that it has exhausted all opportunities for additional cost-effective savings and
cannot meet its statutory targets. NRDC-ELPC requests that the Commission order Ameren to
submit a revised plan that achieves the PY4 and PY5 goals.

NRDC-ELPC suggests that the various recommendations for Ameren include greater
reliance on standard spiral CFLs, promotion of specialty CFLs, promoting CFLs into hard-to-
reach markets, use of upstream commercial lighting, exploring additional financing alternatives,
reduction of portfolio-level administrative costs, increase spending of gas program funds that
save both gas and electricity, maximize the savings from the Energy Performance and
Residential Moderate-Income Direct Install programs, and eliminate the VVoltage Optimization
Program to free up funds for additional savings.

NRDC-ELPC suggests that Intervenors are not able within the available time afforded by
this process to redesign Ameren’s portfolio to meet the statutory targets, but neither should it be
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the responsibility of Intervenors to do so. The evidence presented by the parties, NRDC-ELPC
argues, demonstrates that Ameren has failed to evaluate a large number of strategies that
individually or in combination could result in a plan that achieves the statutory savings targets
within the limits of the rate impact cap.

e. IPA's Position

The IPA states that “Demand-response” is defined in Illinois as “measures that decrease
peak electricity demand or shift demand from peak to off-peak periods.” 20 ILCS 3855/1-10. In
its September 30, 2010 filing, the IPA notes that Ameren proposed a single DR program its
refers to as a “Voltage Optimization” program, in which Ameren would install “Volt/VAR”
devices to manage voltage and reactive power through its distribution and feeder systems. The
IPA avers that the "Volt/VVAR" devices are not actual demand reponse devices, but instead would
help Ameren maintain a flatter distribution circuit profile while still delivering to customers
acceptable voltage at the end of the circuit. The IPA notes that Ameren indicates this program
would permit Ameren to control loads eight times per year for four hours per event, resulting in
32 hours of load reduction. However, the program is intended to be "behind the scenes™ with "no
detectable impact to households" and will cause no change in behavior by the customer. The
IPA believes the evidence shows that if implemented, the impact should reduce annual MW load
by 4.5 MW per year.

The IPA asserts that most Intervenors argue against the VVoltage Optimization proposal,
while Staff recommended that that the Commission reject Ameren’s proposed DR program, but
order Ameren to conduct a pilot of the VVoltage Optimization Program to determine if the
program actually works. The IPA notes that in response to this criticism, Ameren revised its
proposal and removed the Voltage Optimization Program from its proposed plan and increased
its energy efficiency budgets and targets accordingly.

The IPA states that the net result of Ameren’s revision is that it proposes no DR program
at all for the period from June 1, 2011 to May 31, 2014, and therefore Ameren’s proposed energy
efficiency and demand response plan is not only deficient, but unlawful and contrary to Section
8-103(c). The IPA also opines that there is no evidence in the record that the VVoltage
Optimization Program is an adequate demand response program that complies with Ameren’s
obligation to reduce customer demand during peak load, or to shift demand from peak to off-
peak.

Some parties have suggested that Ameren be given credit for this EE measure in
satisfying its obligations under Section 8-103(e). Mr. Mosenthal asserts that capturing peak
savings through the residential EE programs can be viewed as meeting the statute’s requirements
for incremental DR resources of 0.1% per year if Ameren can demonstrate that the programs
actually results in a decrease in peak demand or a shift of demand from on-peak to off-peak
periods. However, Mr. Mosenthal does not provide information to demonstrate that the VVoltage
Optimization Program does indeed reduce demand. In fact, Ameren’s evidence is to the contrary.
The Volt/VAR devices allow Ameren to control the delivery of supply, and to provide “a flatter
distribution circuit profile” while still delivering to customers “an acceptable voltage at the end
of the circuit.” The devices do not actually modify demand behavior; Ameren acknowledges
that the devices are installed “behind the scenes,” are not detectable by the customer, and result
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in no change in behavior by the customers. The IPA asserts that Ameren’s proposed plan
therefore contains no DR measures.

The IPA opines that Section 8-103(f) provides that if Ameren’s does not propose a plan
that satisfies the utility's portion of the required energy efficiency standards and the required
demand response standards, the Commission may enter an order disapproving the Plan. If the
Commission disapproves the plan, the IPA asserts that the statute requires that the Commission
shall, within 30 days, describe in detail the reasons for the disapproval and describe a path by
which the utility may file a revised draft of the plan to address the Commission's concerns
satisfactorily.

Should the Commission find that Ameren has failed to implement an energy efficiency
program approved by the Commission under Section 8-103(b), the IPA argues that Section 13-
801(f) requires the Commission to transfer the responsibility for implementing the energy
efficiency measures to the IPA. The IPA notes that this transfer of responsibility is only for
energy efficiency savings required under Section 13-801(b); and does not specifically mandate
that the responsibility to procure demand response savings be implemented by the IPA. The IPA
asserts that Section 16-111.5(b)(3) does require the IPA to provide a plan for meeting the
expected load requirements that will not be met through preexisting contracts.

For the current and previous procurement cycles, the IPA notes it has argued that Section
16-111.5(b)(3) requires the IPA to conduct a competitive bid for demand response in Ameren’s
territory; however, the Commission has so far rejected the IPA’s efforts to comply with its
statutory mandate under this Section. Given that Ameren no longer plans any demand response
program for Plan 2, the IPA believes the Commission should now authorize the IPA to conduct a
competitive bid for demand response. If the Commission does not authorize the IPA to conduct
a competitive procurement event under Section 16-111.5, the IPA requests that the Commission
reject Ameren’s plan, and order Ameren to submit a revised plan within 30 days that includes a
viable DR program that satisfies is obligations under Section 8-103(c).

Further, the IPA requests that the Commission authorize the IPA to conduct a competitive
procurement to solicit bids from third-party demand response providers that will satisfy
Ameren’s minimum demand response obligations under Section 8-103(c), or in the alternative,
order Ameren to submit a revised draft plan that includes a viable demand response program that
satisfies Section 8-103(c).

f. Commission Analysis and Conclusion

The Commission first notes that Ameren acknowledges that the initial plan which it
proposed will require the Commission to modify the statutory savings targets for energy savings
in Section 8-103 of the Act in light of the rate impact limitations contained in the legislation.
Ameren explains that the rate impact limitations contained in the legislation prevent it from
meeting the statutory savings requirements and, in fact, the Commission notes the proposed
energy savings by Ameren go down each plan year.

Following the submission of this plan, Staff and the various Intervenors made various
suggestions on how Ameren could achieve greater savings, while still complying with the rate
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impact provisions of the statute. It appears to the Commission that most parties acknowledge
that Ameren will be unable to meet the required savings, at least in PY5 and PY®6, due in part to
the expected spending staying virtually flat, while the required savings continue to increase.
Based in part on these various suggested changes, Ameren has proposed a modified plan, which
the Commission must now consider. The Commission notes that its options in this proceeding
by statute are to either accept Ameren's modified plan which incorporates reduced energy
efficiency savings; or reject the modified plan, and within 30 days describe in detail the reasons
for the disapproval and describe a path by which the utility may file a revised draft of the plan to
address the Commission's concerns. A third path, which Ameren and some other parties suggest,
would be for the Commission to direct Ameren to make a compliance filing incorporating the
provisions of this Order.

The Commission begins its analysis by looking at what the statute requires of Ameren in
its energy efficiency plans for the years in question. The statute in question calls for energy
savings of 0.8% of energy delivered in the year commencing June 1, 2011 ("PY4"); 1% of
energy delivered in the year commencing June 1, 2012 ("PY5"); and 1.4% of energy delivered in
the year commencing June 1, 2013 ("PY6"). Ameren indicates that this would translate into
required electric energy efficiency savings of 309,732 MWh in PY4, 392,640 MWh in PY5, and
557,787 MWh in PY®6, while it appears that Ameren proposes that the total savings standard be
modified to 250,551 MWh in PY4; 238,372 MWh in PY5; and 223,540 MWh in PY®6.

Before analyzing the various proposed changes suggested for Ameren's modified plan,
the Commission would like to express its concerns over the manner in which these efficiency
dockets proceed. It appears that all the parties express some level of frustration over the
expedited schedule they are presented with, and the inability to fully discuss the issues and
various proposals. The Commission appreciates this concern, but recognizes that until there is a
change made by the Legislature, the parties must accept the hand they are dealt. The
Commission is concerned with some of the proposals presented by the parties during this
proceeding, and the lack of detail provided on what impact the adoption of the proposal should
have on the Ameren plan. The Commission recognizes that there is a SAG which involves the
parties to this docket, and suggests that perhaps there is the place to determine what impact a
proposal would have if adopted, and then to present that to the Commission. The Commission is
of the opinion that it is difficult to determine whether to adopt a party's position when there is
little or no evidence on the cost of that position, and the accompanying savings that would be
accomplished. While the Commission recognizes that it is not Staff or an Intervenors
responsibility to craft a plan for Ameren, it is not very helpful to the process to suggest a change,
without explaining the impact of that change on either the cost or savings side of the equation.
The Commission directs Ameren to meet with the SAG before submitting its modified Plan in a
compliance filing to this docket in order to determine the impact that Staff and Intervenors'
suggestions have on the cost and savings side of its revised Plan, as well as come to a consensus
regarding the NTG ratio values to deem for the Plan.

The Commission will next address the issue of the VVoltage Optimization Program, which
Ameren initially proposed to satisfy the demand-response requirements of Section 8-103.
Ameren calculated that the statute required demand-response goals of 4.42 MW, 4.20 MW, and
4.16 MW for PY4 through PY®6 respectively. Various Intervenors suggested that Ameren should
abandon the plan, and divert the planned expenditure to other energy efficiency programs, while
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Staff suggested that Ameren develop a pilot program to test the benefits of the Voltage
Optimization Program. CUB recommends that the Commission direct Ameren to reinstate that
program, and monitor the results to ensure that actual demand-response savings are achieved.
The IPA argues that as Ameren is not proposing an acceptable plan, the Commission should
transfer the responsibility of implementing the energy efficiency programs to the IPA. The IPA
also notes that it has attempted to conduct a competitive bidding process for demand response in
the procurement proceedings for the Ameren service territory; however, the Commission has to
date denied those requests. Given that, the IPA requests that the Commission now authorize the
IPA to acquire demand response for Ameren, as Ameren has failed to do so. If the Commission
does not authorize the IPA to acquire demand response, then the IPA suggests that the
Commission reject Ameren's plan and direct Ameren to submit a revised plan within 30 days
which includes a viable demand-response program.

Ameren now argues, essentially, that it will meet the demand response requirements of
Section 8-103(c) simply by implementing energy efficiency measures pursuant to Section 8-
103(b) of the Act. At this time, the Commission is not convinced that this interpretation of the
Act is correct.

It is the Commission's understanding that for ComEd, PJM acquires the necessary
demand response through the markets that it administers and the Reliability Pricing Model
("RPM™) auction process. This issue was addressed in the last procurement proceeding, Docket
No. 09-0373 and is also currently an issue in the current procurement proceeding, Docket No.
10-0563. The Commission is not aware that MISO or Ameren have a similar mechanism for
acquiring demand response. Nevertheless, the record of this proceeding does not support the
proposition that cost-effective demand response measures are available to Ameren at this time.
The Commission fully expects Ameren to endeavor to identify cost-effective demand response
measures that might be incorporated in its next energy efficiency and demand response Plan and
discuss these with the SAG.

The Commission is of the opinion that it would be appropriate to institute a pilot of the
Voltage Optimization Program, to determine what the benefits would be of a wider adoption of
this program. The Commission agrees with Staff that the pilot should include testing not only
the demand response capabilities of the program, but also the energy efficiency capabilities, if
implemented on a continuous basis. The Commission suggests Ameren conduct a pilot of the
Voltage Optimization Program on a heavily loaded feeder that is able to support a significant
reduction in voltage in order to maximize the cost-effectiveness of the pilot. The Commission
further suggests Ameren design a number of tests using industry best practices that can be used
to ensure the demand response capabilities of the pilot program will actually work. The
Commission believes that the adoption of a pilot program, with the remainder of the funds
directed toward greater energy efficiency, along with other possible demand-response measures,
will be appropriate at this time. With these measures in place, the Commission does not find it
necessary at this time to direct the IPA to acquire demand response, although this may become
necessary in the future.

The parties also mention Ameren's real-time pricing program, PSP, as an opportunity to
reduce demand for electricity. The Commission understands that an evaluation of this program
will occur in early 2011, but it is not yet clear whether this program, assuming it is shown to be
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effective, should be counted toward the demand-response goals. The Commission directs
Ameren to continue to keep the SAG and the Commission apprised of the effectiveness of its
PSP program.

The Commission notes that Ameren also agrees to explore the use of on-bill financing to
increase energy efficiency measures, which the Commission finds to be appropriate. It appears
from the evidence that the benefits of on-bill financing are still to be determined for the most
part, but the Commission believes that Ameren should avail itself of any reasonable measures to
meet its required savings. While Ameren concludes that there are limited programs suitable for
on-bill financing, the Commission urges Ameren to pursue this program further.

As for the parties' varied suggestions that Ameren avail itself of outside financing, such
as TIF funding, or ARRA money, it appears to the Commission that Ameren has pursued those
avenues, and has had little success. While the Commission encourages Ameren to continue to
pursue innovative funding sources to leverage its energy efficiency financing, it does not appear
appropriate, or even possible, to order Ameren to obtain outside funding, when the final decision
is outside the control of the Commission and Ameren.

The Commission also views favorably Ameren's proposed Residential Behavioral
Modification program, and its potential value both as an educational tool and a motivational tool
to encourage electric and gas savings. The Commission conclusions regarding this issue appear
later in this Order.

Of the various other suggestions made to improve Ameren's plan, the Commission does
find merit in continuing, and even increasing Ameren's use of CFL light bulbs to achieve energy
efficiency savings. While Ameren expresses concern over recent Federal legislation, other
parties express their opinion that Ameren's concerns are exaggerated. The Commission agrees
that the increased use of CFLs, especially specialty CFLs, represent cost-effective and low-cost
savings. It appears appropriate to the Commission to direct Ameren to adopt a residential light
program more akin to that adopted in previous plan years, taking into account the reduced NTG
ratios suggested by Staff, and agreed to by Ameren as discussed later in this Order.

The Commission finds that the suggestion with the greatest potential to allow Ameren to
maximize its electric energy efficiency gains is the suggestion that Ameren use funds not
currently budgeted for use in the gas efficiency program, by allocating them to joint gas and
electric efficiency programs. Staff and various Intervenors point out that unless a change is
made in Section 8-103, it appears that it will become increasingly difficult for Ameren to meet
the Act's unmodified energy efficiency goals, and the Commission notes that Ameren does not
presently plan on achieving the unmodified goals during any of the three years of this Plan. The
Commission believes that Ameren's stated concerns over subsidization of electric customers by
gas customers can be addressed in the fashion suggested by Staff. The Commission finds that
the potential benefit to all customers on the energy efficiency front, both gas and electric,
warrant Ameren to develop a plan to spend excess gas energy efficiency funds on joint gas-
electric savings. The Commission therefore orders Ameren to spend 75% of the entire natural
gas spending limit, to the extent possible. Funds in excess of those needed to achieve Ameren's
natural gas savings goals, as newly calculated and including transportation customers, shall be
spent on joint gas-electric savings, to the extent possible.
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The Commission agrees with Staff that Ameren should be allowed to fund a measure
resulting in both gas (therm) and electric (kWh) energy savings, and charge the full incentive
cost of the measure to the gas portfolio, so long as the measure results in sufficient benefits to
gas customers that it is likely to be provided by a gas-only utility. The Commission directs
Ameren to claim all electric (kWh) savings associated with measures installed for Ameren's
combination electric and gas customers, including measures for which no electric incentive has
been paid, as these savings reduce Ameren's deliveries. In addition, the Commission directs
Ameren to claim all gas (therm) savings associated with measures installed for Ameren's
combination electric and gas customers, including measures for which no gas incentive has been
paid, as these savings reduce Ameren's deliveries. However, electric (kwWh) savings for
measures installed for Ameren'’s gas-only customers should not be counted toward Ameren's
electric savings goal as these savings do not affect Ameren's electric deliveries.

Likewise, gas (therm) savings for measures installed for Ameren's electric-only
customers should not be counted toward Ameren's gas savings goal as these savings do not affect
Ameren's gas deliveries. The Commission directs Ameren to adjust its proposed modified
incremental percent of energy delivered standards, and corresponding energy savings targets to
reflect these changes and include these adjustments in its compliance filing in this docket.

The Commission finds that evaluating cost-effectiveness on a portfolio level is necessary
to ensure that Ameren not be penalized for planning assumptions that turn out to be inaccurate.
The Commission concludes it is appropriate to apply the TRC test at the portfolio level, but
Ameren Illinois and the DCEO should be allowed to apply it at the measure or program level if
they so choose. The Commission also finds Ameren's proposal to apply the TRC test at the
measure level for planning purposes, if it chooses, and apply any ex post TRC test at the
portfolio level is reasonable and is hereby adopted. Further, the Commission declines to
micromanage Ameren lllinois by ordering it to allocate more or less money to individual
programs that Intervenors’ claim are more cost-effective.

Consistent with its previous energy efficiency Order, the Commission agrees with its
previous finding that irrespective of the fact that Ameren's Plan may be a comprehensive three-
year Plan, the spending limits are based on projections, which, necessarily, need to be re-
examined, as they can change from year to year, based on the previous year's figures. The
previous year's figures, upon which, those calculations must be made, cannot be known years
before the dates enunciated in the statute have occurred. Consistent with the Final Order in
Docket No. 07-0539, Ameren is directed to recalculate its projections on an annual basis. (See
Final Order, Docket No. 07-0539, Order at 22-23, (Feb. 6, 2008))

Following a review of the party's arguments, and taking into account the Commission's
findings presented here, it appears to the Commission that Ameren could achieve additional
savings and achieve higher modified goals under Section 8-103 of the Act. The Commission
finds, and Ameren acknowledges, that the revised plan does not contemplate meeting the energy
savings goals expressed in Section 8-103(b). The Commission recognizes that Ameren indicates
that it is constrained by the spending limitations imposed by Section 8-103; however, the
Commission believes that a revised plan could be submitted by Ameren, implementing the
findings expressed in this Order, which would encompass greater energy savings, while
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complying with the spending limitations. The Commission recognizes that the statute imposes
an ever greater energy efficiency savings requirement on Ameren each year, without a
proportionate increase in funding. The Commission believes that this will require Ameren and
the various other stakeholders involved in this process to develop innovative processes to
leverage the available funding to implement the will of the Legislature. The Commission
believes it is appropriate to direct Ameren to make a compliance filing within 30 days of the date
of this Order, as Ameren suggested in its Brief would be appropriate. The Commission directs
that this compliance filing contain a revised Energy Efficiency and Demand Response Plan,
which contains terms and provisions consistent with and reflective of the findings and
determinations contained in this Order.

B. Gas Savings Goals
1. Statutory Language

Like Section 8-103, Section 8-104 sets requirements for gas utilities and integrated gas
and electric utilities like Ameren. Such utilities must “implement cost-effective energy
efficiency measures to meet at least the following natural gas savings requirements . . . by
meeting the annual incremental savings goal in the applicable year or by showing that total
savings . . . were equal to the sum of each annual incremental savings requirement . . ..” 220
ILCS 5/8-104(c). For Plan cycle 2, these goals are: a 0.2% increase by May 31, 2012 for PY4;
an additional increase of 0.4%, for a total savings of 0.6% required for PY5, and an additional
increase of 0.6%, for a total savings of 1.2% required for PY6. 220 ILCS 5/8-104(c). Also like
Section 8-103, the gas savings goals are subject to a statutory spending limit, and utilities must
“limit the amount of energy efficiency implemented in any 3-year reporting period . . . by an
amount necessary to limit the estimated average increase in the amounts paid by retail customers
in connection with natural gas service to no more than 2% in the applicable 3-year reporting
period.” 220 ILCS 5/8-104(d).

In addition, utilities must use 75% of the available funding and allocate the remaining
25% to the DCEO, which must achieve no less than 20% of the natural gas savings requirements.
220 ILCS 5/8-104(e). A minimum of 10% of the gas portfolio must also “be procured from local
government, municipal corporations, school districts, and community college districts.” 220
ILCS 5/8-104(e).

The Commission notes that utilities must:

1) Present specific proposals to implement new building and appliance standards that
have been placed into effect.

@) Present estimates of the total amount paid for gas service expressed on a per
therm basis associated with the proposed portfolio of measures designed to meet
the requirements that are identified in subsection (c) of this Section, as modified
by subsection (d) of this Section.

3) Coordinate with the DECO to present a portfolio of energy efficiency measures
proportionate to the share of total annual utility revenues in Illinois from
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households at or below 150% of the poverty level. Such programs shall be
targeted to households with incomes at or below 80% of area median income.

4) Demonstrate that its overall portfolio of energy efficiency measures, not including
programs covered by item (4) . . . are cost-effective using the [TRC] test and
represent a diverse cross section of opportunities for customers of all rate classes
to participate in the programs.

(5) Demonstrate that a gas utility affiliated with an electric utility that is required to
comply with Section 8-103 of this Act [220 ILCS 5/8-103] has integrated gas and
electric efficiency measures into a single program that reduces program or
participant costs and appropriately allocates costs to gas and electric ratepayers.
DCEO shall integrate all gas and electric programs it delivers in any such utilities'
service territories, unless DCEO can show that integration is not feasible or
appropriate.

(6) Include a proposed cost recovery tariff mechanism to fund the proposed energy
efficiency measures and to ensure the recovery of the prudently and reasonably
incurred costs of Commission-approved programs.

(7) Provide for quarterly status reports tracking implementation of and expenditures
for the utility's portfolio of measures and DCEQO’s portfolio of measures, an
annual independent review, and a full independent evaluation of the 3-year results
of the performance and the cost-effectiveness of the utility's and DCEQO’s
portfolios of measures and broader net program impacts and, to the extent
practical, for adjustment of the measures on a going forward basis as a result of
the evaluations. The resources dedicated to evaluation shall not exceed 3% of
portfolio resources in any given 3-year period.

220 ILCS 5/8-104(f)(2)-(8).

Additionally, “no more than 3% of expenditures on energy efficiency measures may be allocated
for demonstration of breakthrough equipment and devices.” 220 ILCS 5/8-104(g).

2. Ameren's Plan

a. Ameren's Position

Ameren suggests that its Plan 2 meets every requirement in Section 8-104, and suggests
that no Party disputes that Plan 2 is designed to comply with the Act or that it achieves the Act’s
energy savings targets, and in fact will achieve savings beyond the statutory efficiency targets
without raising rates to the statutory limit, all in a cost-effective manner.

Ameren states that it calculated its therm savings energy efficiency goals by applying the
percentage reductions to sales volumes consumed by customers served under Rider S - System
Gas Service, which corresponds to approximately 1.8, 3.6 and 5.3 million therms for PY4, PY5,
and PY6, respectively, for the entire Ameren portfolio (inclusive of the DCEO portion), for a
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total of approximately 10.7 million therms. Ameren notes that DCEO is responsible for 20% of
the gas savings, which means Ameren is responsible for achieving approximately 1.4, 2.8 and
4.2 million therms, or approximately 8.5 million therms over three years. Ameren notes that its
Plan 2 proposes the achievement of 3.0, 3.1, and 3.1 million therm savings for PY4, PY5, and
PY®6, respectively, for the Ameren allocated portion of the portfolio, for a total of approximately
9.3 million therms, comfortably exceeding the statutory requirement.

Ameren states the statutory spending limit corresponds to $18.5, $18.9 and $19.2 Million
each year for the entire portfolio (inclusive of DCEQ), while the Ameren portion of the portfolio
costs are $6.9, $7.7 and $8.4 Million for PY4, PY5, and PY®6, respectively, for a total of
approximately $23.0 Million. Ameren asserts it has fulfilled its statutory requirement under
Section 8-104(f)(1), and notes that Staff agrees.

Ameren notes that Plan 2 also presents specific proposals to implement new building and
appliance standards that have been placed into effect, in accordance with Section 8-104(f)(2),
and states that Staff agrees, and no Party disputes, that this requirement is satisfied.

Ameren provides estimates of the amount paid for gas service expressed on a per therm
basis pursuant to Section 8-104(f)(3), noting that customers will pay “0.79¢/therm, 0.84 ¢/therm,
and 0.89¢/therm for PY4, PY5, and PY6. Ameren asserts that Staff concurs that Plan 2 has
estimates of the total amount paid for gas service expressed on a per therm basis associated with
the proposed portfolio of measures, and no other Party disputes that Ameren has met this
requirement.

In accordance with Section 8-104(f)(4), Ameren contends it coordinated with DCEO to
present a portfolio of gas measures proportionate to the share of utility revenues coming from
households at or below 150% of the poverty level; and target such measures to households with
incomes at or below 80% of the area median income. Staff agrees that Plan 2 coordinates with
the Department to present a portfolio of energy efficiency measures proportionate to the share of
total annual utility revenues in Illinois from households at or below 150% of the poverty level.

Ameren states that all measures, excluding those implemented by the DCEO for low-
income customers, were screened using the TRC test. Ameren opines that Plan 2 includes only
measures and programs that are cost-effective under all applicable instances of the TRC test, i.e.:
the overall portfolio level, each overall program level, and the individual measure-level
assessments of energy efficiency or demand response measures. Ameren claims it has
demonstrated that its overall portfolio of energy efficiency measures, are cost-effective using the
TRC test as required by Section 8-104(f)(5). As with the other statutory requirements, Ameren
notes that neither Staff nor any Intervenor disputes that Plan 2 represents the required diverse
cross-section of opportunities.

Ameren calculates TRC retrospectively at the program and portfolio level, but for
planning purposes, Ameren has chosen to apply the TRC test at the measure level. That is, for
planning purposes, all measures and programs proposed for Ameren's energy efficiency portfolio
Plan 2 are considered cost-effective as they have been screened to satisfy the TRC test. However,
Ameren agrees with the Commission’s analysis of the issue from Docket No. 07-0539, wherein
the Commission concluded, that calculation of the TRC test at the portfolio level provides
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utilities with greater flexibility to ensure that measures with less short-term energy savings value,
but greater value over several years, will be included in any overall portfolio of measures and
programs. Ameren says the Commission’s conclusion to apply the TRC test at the portfolio
level, but to allow Ameren and the DCEO to apply it at the measure or program level “if they so
choose” is reasonable and should be retained.

Additionally, pursuant to Section 8-104(f)(6), Ameren notes that it has filed an integrated
energy efficiency plan in order to deliver a flexible portfolio capable of serving diverse market
segments, noting Plan 2 includes administrative synergies for program delivery, increased energy
benefits, more cost-effective measures, and operational benefits for trade allies in the field.
Ameren states Staff again agrees that Plan 2 complies with the integrated utility provision of
Section 8-104.

Pursuant to Section 8-104(f)(7), Ameren states it included in its filing a rider to fund the
proposed energy efficiency measures and to ensure the recovery of the prudently and reasonably
incurred costs of Commission-approved programs. Ameren notes that it proposes several
changes from the rider that was approved in Docket No. 08-0104, namely, that rather than Rider
GER only applying to Residential and Small General (GDS 1 and GDS 2) customers, to comply
with Section 8-104(c) of the Act and allow for equitable recovery of program expenditures,
Ameren now proposes three rate groups: Residential (GDS 1), Small Commercial and Industrial
(GDS 2 and GDS 3), and Large Commercial and Industrial (GDS 4, GDS 5, and GDS 7).
Ameren indicates that a separate cost recovery charge would apply to each rate group. Ameren
indicates that Staff concluded that the proposal to recover its energy efficiency costs from the
three rate groups was appropriate and should be approved.

Ameren states that Section 8-104(f)(8) requires certain EM&V procedures, and asserts
that Plan 2 addresses these as the consultant provides for quarterly status reports tracking
implementation of and expenditures for the utility’s portfolio of natural gas measures and the
DCEO?’s portfolio of natural gas measures, as well as providing an annual independent review,
and a full independent evaluation of the 3-year results of the performance and the cost-
effectiveness of the utility’s and the DCEQ’s portfolios of measures and broader net program
impacts. Ameren claims that per the Act, the resources dedicated to the evaluation do not exceed
3% of portfolio resources in any given 3-year period.

While Intervenors object to certain parts of Ameren’s proposed EM&V framework,
Ameren states that no Party argues that Plan 2 fundamentally satisfies the EM&V requirement,
and notes that no more than 3% of portfolio costs were allocated to breakthrough equipment and
devices, as Section 8-104(g) requires. Ameren recommends that the Commission find that
Ameren’s Plan 2 meets all of the statutory requirements of Section 8-104.

b. Staff's Position

Staff notes that Subsection 8-104(c) of the Act states, in part:

(c) Natural gas utilities shall implement cost-effective energy efficiency measures
to meet at least the following natural gas savings requirements, which shall be
based upon the total amount of gas delivered to retail customers, other than the

75



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

customers described in subsection (m) of this Section, during calendar year 2009
multiplied by the applicable percentage.

Staff claims the subsection (m) referenced in the above excerpt deals with certain
customers who, if their applications are approved by the Department, are exempt from paying
into and directly participating in the efficiency programs offered by the utility. Thus, aside from
the subsection (m) exclusion, Staff avers that the Act clearly provides that the basis for
computing natural gas savings requirements begins with the total amount of gas delivered to
retail customers.

Notwithstanding the clear language of 8-104(c) of the Act, Staff notes that Ameren chose
to compute its natural gas savings goals based, not on the total amount of gas delivered to retail
customers, but only on the gas delivered to that subset of retail customers who purchase their gas
directly from Ameren. By doing this, Staff claims that Ameren excluded from its calculation all
gas delivered to those relatively large Ameren customers who purchase their natural gas from
alternative gas suppliers. Staff disagrees with Ameren’s exclusion of gas purchased by
transportation customers, resulting in different gas savings goals computed by Ameren and Staff,
as shown in the following table:

Gas Savings Goals (Therms per Plan Year)

Plan Year Company Staff
PY4 1,788,394 2,351,808
PY5 3,576,788 4,703,615
PY6 5,365,183 7,055,423

c. CUB's Position

CUB notes that Ameren’s Plan 2 meets and exceeds the statutory natural gas savings
targets using less funding than the utility has at its disposition under the spending limit. CUB
asserts that the amount of funding Ameren has available under the spending limit is $18.5, $18.9
and $19.2 Million per Plan year, while Ameren proposes to spend $9,496,961, $10,262,306 and
$10,930,332 for each Plan year respectively. CUB claims that Staff suggests that Ameren spend
all funding it has available for natural gas programs even though Ameren is able to meet
statutory targets effectively without it, however Ameren rejected this approach, claiming the
statute does not direct utilities to spend all available funds and actually provides a basis for
limiting funds. Instead, CUB states that Ameren has requested flexibility to spend more than the
budget proposed in its Plan to achieve savings targets. CUB agrees with Ameren that it is not
required to spend all the amounts it is allowed to collect under the Act, and recommends that the
Commission reject Staff’s proposal, and instead grant Ameren the flexibility it has requested
provided the Company provides information to the SAG on any major changes to its programs
that result in spending more of its natural gas budget.

d. AG's Position
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The AG notes that the gas energy efficiency portfolio is entering its first mandatory 3-
year plan period under the Act, and thus lags the electric efforts by 3 years.* As a result, the AG
states that electric statutory goals reflect 0.8%, 1.0% and 1.4% per year incremental savings,
respectively; while gas goals are much lower at 0.2%, 0.4% and 0.6%, respectively. In addition,
the AG claims that Ameren is allowed to meet its gas goals by simply ensuring that cumulative
3-year plan savings meet the sum of each individual year’s goals. Another significant difference
the AG notes is that Ameren’s gas spending cap is set at the ultimate maximum of 2% of revenue
for each year, even during the first 3-year plan.

The AG acknowledges that Ameren has already been implementing a voluntary gas
program prior to the start of the first EEP 3-year plan, and should thus be well-positioned to
capture savings in PY4 that exceed its statutory 0.2% goal. The AG supports Ameren’s intent not
to pull back its gas program efforts, which would result in disruption to the market and
abandonment of cost-effective savings the Ameren companies are well positioned to capture in
PY4. However, because of the cumulative goals, the AG states that Ameren proposes to
effectively hold its gas programs at a relatively constant level throughout the three years and not
ramp up over time.

The AG asserts that Ameren does not plan to meet PY5 and PY6 goals, while spending
less than half the money available to it. Although such an approach technically meet the
requirements of Section 8-104(c), the AG does not believe that this tactic is in the best interests
of ratepayers. If Ameren pursues this strategy, the AG claims it will end the period with no
greater depth of savings than it started with, however, the PY7 goal will be significantly higher,
more than twice the amount of savings Ameren plans to capture in PY6. As a result, the AG
does not believe that Ameren will be well-positioned to meet these more difficult PY7 goals, let
alone maintain a ramp up through the PY7 through PY9 period, wherein goals will grow to
roughly 12.6 million therms, or about four times Ameren’s planned depth of savings for PY6.

To correct this "short-sighted” gas savings planning approach, the AG recommends that
the Commission, at a minimum, approve Ameren’s first year gas goal and budget, but direct
Ameren to significantly ramp up its savings and spending goals in PY5 and PY®6 to at least
ensure that Ameren captures an incremental savings in PY6 of 0.6% of load. The AG opines that
this will still allow Ameren to not spend all of its available funds, while ensuring a reasonable
ramp up and providing ratepayers with PY6 savings consistent with that year’s goal.

In addition to better preparing Ameren for the future savings goals ramp-up and
providing additional net benefits to gas ratepayers, the AG is of the opinion that increasing the
attainment of energy savings in PY4 through PY6 will help increase Ameren’s ability to achieve
its electric savings goals. For example, the AG notes that Ameren’s jointly delivered Single
Family Home Performance program provides building shell measures that save both gas and
electricity, however, this program appears to plan to capture most of the savings from a small
number of inexpensive measures and not pursue aggressive home performance upgrades.
Specifically, the AG notes that Ameren expects to install 12,004 low flow showerheads, which at
an average of 2 per household, would indicate about 6,000 homes will participate. As Ameren’s
plans are to only insulate 26 walls, and air seal 106 homes, it appears to the AG that Ameren

* The Commission notes that Ameren had previously entered into a voluntary three year plan, therefore this
mandated plan is referred to as Plan 2, and the three years contained in Plan 2 are referred to as PY4, PY5, and PY6.
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plans to ignore these major measures that provide the bulk of potential savings, apparently based
on gas budget limitations. As a result, the AG argues that expanding gas goals and budgets can
free up more funds to comprehensively treat these homes, and thereby help Ameren electric meet
its much steeper goals within the rate impact caps by capturing greater contributions from gas
ratepayers.

3. Natural Gas Spending Limit

a. Ameren's Position

Ameren states that the natural gas provision, Section 8-104, was passed “to reduce direct
and indirect costs to consumers.” To that end, Ameren notes that it requires utilities to
implement cost-effective energy efficiency measures to meet a list of efficiency goals, but like in
the electricity provisions, the efficiency requirements must be reduced if necessary to limit rate
increases. Ameren asserts that Section 8-104(c) establishes a list of natural gas savings goals for
electric utilities, requiring that natural gas utilities implement cost-effective energy efficiency
measures to meet stated natural gas savings requirements, while limiting those goals to the extent
necessary to keep consumer cost below year-to-year limits. Ameren states that the Act provides
that a utility may, if it chooses, exceed year 1’s savings goal and roll the surplus over into the
next year.

Ameren argues that Section 8-104 does not require, or even permit, integrated utilities
like Ameren to charge their gas customers more so that they can spend more on meeting the
electric efficiency goals. Ameren notes that it serves both gas-only and electric only-customers,
and the cost of implementing an integrated measure must be allocated fairly between electric and
gas customers, so that each bears a fair proportion of the costs associated with providing those
measures. Ameren opines that forcing gas customers to bear more of the burden so that electric
customers can achieve more savings is tantamount to requiring gas customers to subsidize
electric efficiency measures.

Ameren avers that rates paid by natural gas customers are earmarked for natural gas
services, and it cannot use them for whatever it pleases, and it certainly cannot use them to
subsidize its electric customers. Ameren argues the Act is clear that the funds can only be spent
on services provided in connection with natural gas service. Ameren notes that Section 8-
104(f)(6) requires that utilities show that their plan appropriately allocates costs to gas and
electric ratepayers, which Ameren claims draws a clear line between gas ratepayers and electric
ratepayers, and requires utilities to divide each group of ratepayers’ costs appropriately. Ameren
claims that if the legislature had wanted to require integrated utilities to transfer rates across
customer categories, it would have said so.

On the separate question of how costs are “appropriately” allocated, Ameren believes that
a Source BTU allocation is the best metric as Source BTUs are a finite and constant unit of
energy, whereas the projected market prices of electricity and natural gas are prone to volatility
and uncertainty. If the Commission disagrees and concludes that an allocation method using net
benefits should be used, Ameren asserts that it would be necessary to fix this allocation based on
planning assumptions associated with the price of both commaodities in order to avoid a
disruptive and unnecessary budget reallocation in the middle of program cycles.
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Consistent with Ameren’s exclusion of transportation customers from the calculation of
natural gas savings goals, Ameren notes that it excluded the revenue collected from gas supplied
by third parties from its calculation of the natural gas spending limit. Ameren states the Act
requires that it limit the amount of efficiency measures in any 3-year period by an amount
necessary to limit the estimated average increase in the amounts paid by retail customers in
connection with natural gas service. Ameren argues the delivery service that it provides to
transportation customers does not include the sale of unregulated natural gas as a commodity,
and the sale of gas is not the sale of a service, but rather the sale of a good, and therefore
properly excluded.

Ameren asserts that this type of analysis, in which the service that is delivered by a utility
company to transportation customers is found to be delivery, as opposed to sale, has already been
adopted by an Illinois court. Ameren states that in Governor’s Office of Consumer Services v.
Illinois Commerce Commission, 242 1ll. App. 3d 172 (1992), the court ratified a rate scheme
wherein transportation customers paid the utility company a service charge equal to the service
charges of the companion sales rate plus additional incremental charges associated with
transportation customers.

b. Staff's Position

Staff’s opinion is that Ameren should spend to the 2% limit over the 3-year plan. Staff
notes that the degree to which Ameren may spend ratepayer funds on its natural gas energy
efficiency programs is limited by 8-104(d) of the Act. Staff avers that Section 8-104(d) provides
that, over the course of each three year plan, expenditures should be limited to 2% of the
amounts paid by retail customers in connection with natural gas service. What is unclear,
according to Staff, is the meaning of the phrase “amounts paid by retail customers in connection
with natural gas service.” Staff’s view, apparently shared by Ameren, is that the computation of
the natural gas plan spending limit should start with a definition of “amounts paid by retail
customers in connection with natural gas service” that excludes amounts paid by large customers
to non-certified alternative gas suppliers. Staff notes that the gas plan spending limits computed
by Ameren and Staff are the same, as shown in the following table:

Gas Plan Spending Limits (Dollars over Three Years)
Company Staff
$56,641,420 $56,641,420

c. AG's Position

The AG argues that the spending limitation provided in Section 8-104(d) of the Act
should not tie a utility’s hands in its attempts to achieve statutory savings goals. The AG asserts
that the Act simply limits the amount of annual collections for efficiency from ratepayers to no
more than 2% of rates. The AG notes that program administrators in other jurisdictions are now
actively considering an array of financing and other options to increase the funds available for
energy efficiency without increasing rates. The AG opines that there is a significant difference
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between a rate cap and a spending cap, where non-ratepayer funds can be utilized. The AG
submits that Ameren should be ordered to submit a plan that leverages outside resources in its
attempt to cost-effectively deliver energy efficiency programs to its qualifying ratepayers and
achieve the annual statutory goals.

4. Exclusion of Transportation Customers from Calculation of Natural Gas
Savings Goals

a. Ameren's Position

Ameren states that it calculated the natural gas savings targets by applying the percentage
reductions in the Act to sales volumes consumed by customers served under Rider S - System
Gas Service. Ameren notes that therms sold to customers under Rider T, transportation
customers, were not included in the therm savings targets. Ameren asserts that customers served
under Rider T are those non-residential customers who purchase gas from a supplier other than
Ameren. Ameren notes that it excluded transportation customers from its calculation of the
natural gas savings goals, as it interprets that Act as requiring that natural gas savings
requirements be based upon the total amount of gas delivered to retail customers, and that
according to the Act, transportation customers should not be considered retail customers.
Ameren avers that it as it does not sell the gas to transportation customers, transportation
customers are not retail customers, and Ameren properly excluded transportation customers from
its calculation of the natural gas savings targets. Ameren notes that the other gas utilities filing
energy efficiency plans pursuant to 8-104 all appear to have used the same basic approach,
therefore the Commission should approve Plan 2’s natural gas savings goals as reasonable.

b. Staff's Position

Staff notes that Ameren is excluding volumes of gas purchased by its large transportation
customers from the computation of savings goals, and Ameren excluded dollars paid to
alternative gas suppliers by Ameren’s large transportation customers from the computation of the
natural gas plan spending limit. In Staff’s view, the former was incorrect and the latter is correct.

Staff states that the statute is clear that expenditures should be limited to 2% of the
amounts paid by retail customers in connection with natural gas service. Staff asserts there was
apparently some question among legislators about how the amounts paid by retail customers in
connection with natural gas service should be computed. In support of this assertion, Staff cites
a portion of the legislative debate that took place on Senate Bill 1918, which was the bill that
ultimately led to the inclusion of 8-104 in the PUA, noting that the transcripts of the House
debate include the following exchange:

Reitz: ... On the gas efficiency provisions, I'd like to make sure | understand
how the charges to customers will be calculated. There are some customers, such
as merchant electric generators, who purchase all or part of their gas at wholesale
and then transport that gas over the distribution system of the local gas utility.
When the utility is calculating the charge to customers, will the utility include the
cost of the gas that is purchased by the user at wholesale?
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Flider: No.

Reitz: Stated differently, does the legislation intend to cover for purposes of
assessing charges, delivery service revenues and retail gas commodity purchases,
but exclude wholesale gas purchases?

Flider: Yes.

Reitz: So, what is excluded is the wholesale commaodity cost; the utility's cost for
transportation for that wholesale commodity is included, right?

Flider: That’s correct, yes.

Reitz: And you were talking about excluding only wholesale commodity
purchases; retail gas purchases from public utilities and certified alternative gas
suppliers are included, right?

Flider: Yes.

Staff avers that this exchange shows that Representative Reitz sought clarification about
what costs would be excluded and what costs would be included in connection with the
computation of energy efficiency program charges. In the course of the exchange, Staff claims it
becomes clear that the bill’s sponsor intended that the costs for this computation would exclude
wholesale commodity cost, but would include the utility's cost for transportation for that
wholesale commodity, along with retail gas purchases from public utilities and retail gas
purchases from certified alternative gas suppliers.

Staff claims that a well-established principle of statutory construction is that if the
meaning is uncertain, then reference to the legislative history of the measure and the statements
by those in charge of it during its consideration should be made. (United States v. Great Northern
Ry., 287 U.S. 144 (1932). Staff notes that explanatory legislative history is also consulted for
narrowly focused explanation of the meaning of specific statutory language that a court believes
is unclear. In lllinois, Staff claims courts have found that “a statute’s legislative history and
debates are ‘[v]aluable construction aids in interpreting an ambiguous statute.”” (Krohe v. City
of Bloomington, 798 N.E.2d 1211, 1214 (lll. 2003) (quoting Advincula v. United Blood Servs.,
678 N.E.2d 1009, 1018 (Ill. 1996)) In this instance, Staff asserts there could be no better
evidence of the statutory language being ambiguous and requiring explanation than the
lawmakers themselves finding it necessary to have its meaning clarified through a colloquy on
the House floor.

Staff states it is somewhat unfortunate that Representative Reitz, while trying to clarify
which costs should be excluded, uses the term “wholesale”, as the use of the term “wholesale”
could lead one to think that he is not even talking about retail customers. Staff avers however, it
is clear from the surrounding sentences that this cannot be the case, and it is clear from the
context that the only reasonable interpretation is that “wholesale commodity cost” is being used
as shorthand for the cost of gas purchased by a subset of the utility’s retail transportation
customers, in particular those non-residential customers who are large enough that non-certified
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alternative gas suppliers may sell to them. Pursuant to Article X1X of the Act and Part 551 of the
Commission’s rules, Staff notes that to serve “residential customers” and/or to serve “small
commercial customers” (non-residential customers that use less than 5,000 therms of natural gas
per year ), an alternative gas supplier must be certified by the Commission, while serving non-
residential customers that use more than 5,000 therms per year does not require certification.
Staff opines that the House debate clearly establishes that gas purchases from the utility and from
certified alternative gas suppliers are to be included in the computation of charges, leaving out
“wholesale” purchases, which, in context, and by a simple process of elimination, can only mean
non-certified alternative gas suppliers.

Staff states that according to Ameren, there are no residential or small commercial
customers purchasing gas from Certified Alternative Gas Suppliers in the Ameren service
territory, however Ameren does sell to larger transportation customers, whom Representative
Reitz refers to as “wholesale” customers. Thus, in Ameren’s case, Staff asserts that the correct
computation is the one made by Ameren, and properly excludes the cost of gas sold by
alternative suppliers to larger transportation customers.

While the House debate transcript cited and analyzed above is pertinent to the
computation of the spending limit for gas energy efficiency program charges, Staff claims it is
not pertinent to the computation of gas savings goals or requirement, noting that nowhere in the
exchange is there any mention of therms, dekatherms, MMBTU, or any other units of natural gas
consumption. Staff claims the exchange focuses on charges, the cost of the gas, the cost for
delivery or transportation, and other expressions of money spent or to be spent rather than gas
consumed or gas to be saved.

Staff states that when a court interprets a statute, the primary objective is to ascertain and
give effect to the intent of the legislature. Illinois Bell Telephone Co. v. lllinois Commerce
Comm'n, 262 Ill. App. 3d 266, 274 (1994) Staff notes that courts have held that the best
indication of what the legislature intended is the statutory language itself, (Metro Utility Co. v.
Illinois Commerce Comm'n, 262 Ill. App. 3d 266, 274 (1997)); and that clear and unambiguous
terms are to be given their plain and ordinary meaning (West Suburban Bank v. Attorneys' Title
Insurance Fund, Inc., 326 Ill. App. 3d 502, 507 (2001)). Staff states that where statutory
provisions are clear and unambiguous, the plain language as written must be given effect,
without reading into it exceptions, limitations, or conditions that the legislature did not express,
citing Davis v. Toshiba Machine Co., 186 Ill. 2d 181, 184-85 (1999). In this instance, Staff
claims the Act is indeed clear and unambiguous about the computation of natural gas savings
requirements, stating that they “shall be based upon the total amount of gas delivered to retail
customers, other than the customers described in subsection (m) of this Section, during calendar
year 2009 multiplied by the applicable percentage.” Further, even if the statute was ambiguous,
Staff opines that neither the portion of the legislative debate quoted above nor any other part of
the recorded debate establishes that any transportation customer volumes should be excluded
from the computation of savings goals. Thus, Staff recommends that the Commission adopt
Staff’s computation of natural gas savings goals; for PY4, 2,351,808; for PY5, 4,703,615; and
for PY6, 7,055,423.

c. AG's Position
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The AG notes that Ameren bases its calculations of the gas savings requirements using
forecast of gas delivery excluding self-directed customers ("SDC") and electric generation uses
for each plan year, and thereby has proposed therm savings goals of 1,788,394; 3,576,788 and
5,363,183 for PY4, PY5 and PY6 respectively. The AG asserts that Ameren is calculating its
annual gas goals as the appropriate percentage of only the gas commodity it sells, removing the
gas load of those transport customers that purchase commodity from a third party. As a result,
the AG claims that Ameren has excluded and underestimated the appropriate gas goals by
roughly 45%. The AG notes that Staff also concluded that Ameren excluded from the
calculation of the natural gas therm savings goals all gas sold by certified and other alternative
gas suppliers. The AG avers that Staff sponsored an alternative calculation of the gas savings
goals consistent with Section 8-104(m) that included the gas sold to all transportation customers
except for those customers who satisfied the requirements of Section 8-104(m), and those revised
calculations resulted in gas savings goals of 2,351,808; 4,703,615 and 7,055,423 for PY4
through PY®6, respectively.

The AG claims that Ameren’s specific exclusion of the gas sold by alternative gas
suppliers for purposes of calculating the savings goals presented in its direct testimony is
inconsistent with the statute, which specifically states that only those transportation customers
who satisfy the specific requirements of subsection (m) shall be excluded from the calculation of
the statutory gas savings requirements. The AG recommends that the Commission order Ameren
to revise its calculation of the gas savings goals consistent with the recommendations of Staff.

5. Commission Analysis and Conclusion

The Commission notes that Ameren indicates it has calculated its therm savings energy
efficiency goals by applying the percentage reductions in the statute to sales volumes consumed
by customers served under Rider S, which corresponds to approximately 1.8, 3.6 and 5.3 million
therms for PY4, PY5 and PY®6, respectively. Ameren is responsible for 80% of the gas savings,
or 1.4, 2.8 and 4.2 million therms, and its Plan 2 proposes savings of 3.0 million therm savings
for PY4, and 3.1 million therms for PY5 and PY6. The Commission acknowledges that the gas
savings goals in Section 8-104 of the Act are cumulative, and that Ameren’s projected savings
over the three years exceed the required savings over those same three years.

Staff disagrees with Ameren’s calculation of its savings goal, noting that Ameren chose
to base its calculation only on retail customers who purchase their gas directly from Ameren,
while Staff believes that the calculation should be based on the total amount of gas delivered to
retail customers. Staff indicates that based on its calculations, the gas savings goals should be set
at 2.35 million therms for PY4, 4.7 million therms for PY5, and 7.06 million therms for PY®6.

The Commission notes that CUB indicates in its brief that Ameren proposes to spend
$9.49 Million in PY4, $10.26 Million in PY5, and $10.9 Million in PY6. CUB indicates it
supports Ameren’s plan to spend less than the maximum allowed under the Act to achieve its
required gas savings, and supports granting Ameren the flexibility it has requested on the
spending cap, provided Ameren provides the SAG information on any major changes to its
programs that result in spending more of its natural gas budget.
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The AG is concerned that if Ameren pursues a strategy that just meets the requirements
of Section 8-104, Ameren will end PY6 with no greater savings than it started with, and will be
required in PY7 to more than double the savings from PY6. The AG recommends that the
Commission approve Ameren’s plan for PY4, but require Ameren to significantly ramp up its
savings and spending goals so that Ameren captures incremental savings of at least 0.6% of load
in PY6. The AG argues this will allow Ameren to not spend all its available funds, while still
ensuring a reasonable ramp up to future years.

The Commission believes that the parties are in agreement on Ameren's natural gas
spending limit for the three years of the plan, $56,641,420. Staff and Ameren both agree with
this amount, although the AG suggests that Ameren should follow the example of utilities in
other jurisdictions by seeking non-ratepayer funds to deliver increase natural gas savings. While
the Commission certainly encourages Ameren and the SAG to explore diverse funding sources
outside of ratepayer funds, it does not appear at present that there is any specific suggestion
before this Commission to be considered on this matter.

Where the parties diverge on determining the amount of gas savings to be required of
Ameren is in whether the gas purchased by Ameren's large transportation customers, those
served under Rider T, should be included in the calculations. Ameren excludes those customers,
believing that the statute requires them to only consider gas delivered to retail customers, and
that as Ameren does not sell gas to those transportation customers, they should not be included in
the calculation.

Staff and the AG both disagree with Ameren'’s reasoning, and argue that only those
transportation customers who satisfy the requirements of Section 8-104(m) should be excluded
from the calculation of required gas savings. According to the AG, the exclusion of those
eligible transportation customers results in Ameren underestimating the appropriate gas savings
goals by about 45%.

The Commission is persuaded by Staff's analysis and arguments that it was proper for
Ameren to exclude the dollars paid to alternative gas suppliers by Ameren's large transportation
customer from the computation of its gas spending limit, but it was incorrect for Ameren to
exclude the volumes of gas purchases by those same transportation customers from the
computation of its savings goals. While this result may seem contradictory at first blush, it is
clear to the Commission that this finding comports with the statute in question, and the attendant
legislative history as discussed by Staff. The Commission will therefore determine that for PY4,
PY5, and PY®6, the savings goals endorsed by Staff are adopted for this proceeding. The
Commission further directs Ameren to include in its compliance filing, a gas savings plan that
encompasses the agreed gas spending limit of $56,621,420 and results in the gas savings
espoused by Staff and the AG for Plan 2. The Commission recognizes that the requirements for
gas savings during the Plan can be accomplished with excess savings in one year satisfying
another year, however the Commission expects Ameren to be mindful of the savings
requirements that will be expected in the next Plan.

The Commission also directs Ameren to expend excess funds available in any year that
are over and above what Ameren expects to spend on gas savings, to the extent possible, toward
joint gas-electric savings opportunities that Ameren can identify. While the Commission
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recognizes that Ameren alone has authority over how it spends these excess funds so long as they
are spent in accordance with the requirements of this Order, the Commission expects Ameren to
work with the SAG to identify opportunities. Ameren shall not be required to spend more than
75% of the total natural gas budget. The Commission finds that the expenditure of these funds
will not only benefit joint gas-electric customers, recognizing that Ameren is a gas and electric
utility, but should enable Ameren to approach its required electric efficiency savings under the
Act.

. EVALUATION, MEASUREMENT & VERIFICATION
A. EM&YV Contractor Independence
1. Ameren’s Position
Ameren says it respects the need to maintain the EM&V evaluator’s independence and
believes that EM&YV independent evaluators should continue to be contracted with the utility in
accordance with the current model as approved by the Commission in Docket No. 07-0539.

Ameren asserts that this model retains the Commission’s right to approve or reject the contract;
direct Ameren to terminate the evaluator, if the Commission determines 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.

Ameren believes that these policies give the Commission substantial oversight over the
EM&YV process and preserve the independence of EM&YV evaluators. 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&YV 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&YV 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 consultants emailed Staff directly several times to provide updates;
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11. Staff participated in weekly and bi-weekly conference calls with EM&V
consultants and Ameren staff for activity updates.
12.  EM&YV 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&YV 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&YV independence. According to Ameren, the Commission endorsed this in the last EEDR
filing, when it explained that in order to preserve EM&V independence, the “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.”
(Ameren Initial Brief at 66, citing Docket No. 07-0539, Order on Rehearing at 3, (March 26,
2008))

2. Staff's Position

According to Staff, both energy efficiency statutes require independent reviews and
evaluations. Staff recommends the Commission require Ameren to include contract language
consistent with that approved in the Order on Rehearing in Docket No. 07-0539. Staff
recommends the Commission include in its Order in this docket the same language included in
the Order on Rehearing in Docket No. 07-0539 with respect to Ameren’s evaluation contracting
approach:

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.

(Docket No. 07-0539, Order on Rehearing at 2, March 26, 2008)

Staff recommends that the Commission support Ameren’s proposal by ordering Ameren
to continue the activities identified by Ameren to help preserve the independence of the EM&V
contractor. Staff says both statutes require independent evaluations of the utility’s portfolio of
measures and the Department’s portfolio of measures. According to Staff, independence of the
evaluator is extremely important in complying with the statute. In addition, Staff believes
Ameren’s proposed modified EM&V Framework gives the independent evaluator a significant
amount of control during this Plan cycle and Staff has concerns regarding the evaluator
remaining independent of Ameren. Staff recommends that the Commission order Ameren to
ensure the data used in the independent evaluation is made available to the Commission upon
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request to further ensure independence of the evaluation contractor. Additionally, to further
ensure independence of the evaluation contractor, Staff recommends the Commission require
Ameren to instruct its evaluation contractor to submit draft EM&YV reports to Ameren, the SAG,
and Staff concurrently, Staff believes this should be stated in its contract.

B. Evaluation Cycle
1. Ameren's Position

Ameren indicates it originally proposed one impact and one process evaluation per
program per plan cycle. 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 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. Ameren asserts that
under its proposal, the independent evaluator will continue to gather on-the-ground
measurements for each program within each 3-year plan cycle, including annual measurements
to verify participation.

By varying the frequency of impact evaluations, Ameren contends it is allowing the
independent evaluator to increase the quality of individual evaluations, for example, by allowing
the evaluator to increase sample sizes or make use of mini-studies or other ad hoc approaches as
requested by AG witness Mosenthal. Ameren claims the proposal also frees up resources for the
independent evaluator to use in conducting additional, more sophisticated process evaluations,
which will provide confidence to the Commission and other parties that Ameren is using the best
delivery approaches. Ameren believes this should increase confidence in evaluation results and
ameliorate Intervenors’ concerns.

2. Staff's Position

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 (Plan 3);

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
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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.

3. AG's Position

The AG believes a three-year EM&YV plan is premature because it is too proscriptive and
could result in a poor allocation of limited EM&V funds. According to the AG, limited EM&V
funds should be allocated where and when they are most useful. The AG believes this
determination should consider things such as, but not limited to:

How new is the program?

How much of Ameren’s resources are being expended on a given program?

When did the program start?

Is the program expected to be continued for a long time or phased out?

What share of the portfolio impacts come from the program?

How uncertain are a particular program’s impacts, and how big is that uncertainty relative

to the overall portfolio savings?

e Is the program a new, complex delivery system, such that an early process evaluation is
warranted?

e Are the market and program well understood, and are reasonable values such as NTG
ratios known with reasonable certainty from other jurisdictions?

e Is the market very dynamic and changing rapidly enough to warrant two evaluations

during a single plan period?

The AG asserts that these factors are consistent with the SAG NTG framework, which
the AG recommends be utilized in these EEPs. The AG says that Exhibit A to its Brief was the
basis for the Settlement Stipulation agreed to in the ComEd case, Docket No. 10-0570, Joint
Exhibit 1.0. The AG believes that framework should likewise be adopted for Ameren.

4, NRDC-ELPC's Position

According to NRDC-ELPC, Ameren witness Weaver suggests that only one process
evaluation and one impact evaluation should be conducted for each program during the 3-year
plan cycle. While NRDC-ELPC agree that limited evaluation dollars should be used
conservatively and prioritized, NRDC-ELPC oppose what they describe as arbitrarily deciding
that every program should be evaluated only once over a three year period. NRDC-ELPC
suggest for example, a program that Ameren relies upon for a large amount of savings, the
impacts of which are not well understood or is subject to changing market conditions may
warrant more frequent evaluation. They urge Ameren to engage stakeholders through the SAG
to develop a well-reasoned evaluation schedule for each program within the limitations of the
evaluation budget. NRDC-ELPC believe this recommendation is consistent with the views
expressed by both NRDC witness Grevatt and AG witness Mosenthal.

C. Verified Participation
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1. Ameren's Position

Ameren says it proposes to be held accountable through a verified participation process
where annual plan savings and cost-effectiveness calculations will be made using participation
values that are verified by the independent evaluator and updated each year.

2. Staff's Position

Staff finds Ameren witness Weaver’s recommendation to be reasonable and consistent
with the process implemented for Plan 1. Staff recommends that the Commission require that
annual plan savings and cost-effectiveness calculations be made using participation values that
are verified by the independent evaluator and updated each year.

D. Fixed Values

Ameren states that it proposed values for all of the fixed inputs to be used in calculating
annual energy savings and cost-effectiveness inputs in Ameren Ex. 1.1 (Rev.) - Appendix A, as
well as in its response to Staff Data Request 1.05, which was supplied to all the Parties in this
docket. Ameren believes it is imperative that a set of fixed input values be approved by the
Commission in this docket. Ameren says this is because any changes to the fixed input values
could ripple through to the portfolio savings calculations (and, potentially, to portfolio spending
calculations), so if the Commission approves other fixed input values after finalizing portfolio
savings goals and spending levels, the consequences might force the case to be reopened to
ensure that savings or spending targets are consistent with approved fixed input values.

Ameren complains that most of the Parties offered no position on Ameren's fixed input
values. Ameren indicates that Staff says it has not had ample time to thoroughly review all of
the values proposed to be deemed by Ameren, therefore, Staff is not testifying to the accuracy of
all of the values that Ameren has provided in the filed plan. Ameren says AG witness Mosenthal
stated that given the time constraints in this docket, it is not reasonable to expect these values to
be deemed without a more thorough review, the opportunity to understand the underlying
assumptions, and discussion of their appropriateness. Mr. Mosenthal goes on to suggest the
Commission only provisionally deem measure savings values, and direct that Ameren address
any appropriate modifications with the SAG. Ameren complains that Mr. Mosenthal offers no
firm timeline or process for approving final values outside of an ongoing SAG process.

Ameren says NRDC witness Grevatt testified that there is far too much data involved in
deriving proper deemed savings values for it to be fairly considered in the time frame provided
for plan approval, especially given the impact that the values will have on Ameren’s abilities to
meet its obligations. Ameren says he also proposes that the Commission define a process for
approving deemed savings values that includes the opportunity for stakeholder input outside of
the plan approval process. Ameren again complains that Mr. Grevatt offers no recommendations
regarding the timeline or approach that should be used in the approval process.

Ameren says that while it understands the time constraints provided by the legislature for
this docket, the parties had five weeks to review and gather discovery regarding Ameren
proposed fixed input values, but they chose to offer no evidence contesting the accuracy or
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appropriateness of the fixed inputs for the Commission to consider. Ameren believes the
Commission should not penalize Ameren because of other Parties’ decisions as to how they
managed their discovery, selected issues for testimony, or prioritized their efforts.

Ameren claims it has provided unrebutted evidence that forms a sound basis for the
proposed fixed values, which are a combination of values from the robust DSMore tool and
actual EM&V results. Ameren believes the Commission should accept Ameren witness
Weaver’s recommendation that it accept the fixed input values proposed by Ameren, subject to
any changes directed by the Commission in its decision in this case regarding savings goals,
spending levels, program designs, and EM&V policies.

1. Standard Measures

a. Ameren's Position

Ameren suggests that the Commission should require that plan savings and cost-
effectiveness calculations be made using fixed values for unit savings that apply to all standard
measures. Ameren further suggests that there should be no need for a unit savings variance term,
deemed or otherwise, in the calculation of unit savings for standard measures, particularly given
that most parties agree that fixed values for unit savings should be applied prospectively for
standard measures. According to Ameren fixed unit savings values for standard measures should
always be applied prospectively and the values should be updated annually to incorporate
evaluation results completed before March 1 of the previous Plan year, for application in the
beginning of the following new plan year. Ameren states that all measure level savings values
that it has proposed the Commission deem in this docket are considered cost effective according
to the TRC test.

b. Staff's Position

Staff supports the application of fixed values to unit savings for standard measures in
calculating plan savings as it increases certainty, reduces risk on the utility, and reduces litigation
complexity. Staff claims this position is intertwined with its position on a Technical Reference
Manual (“TRM™).

Staff recommends that the Commission reject Ameren’s proposal to have load shape and
useful life values for standard measures unchanged for all three years of the Plan period. To the
extent practical, Staff believes these values should be updated on an on-going basis along with
other items in a TRM.

Staff disagrees with Ameren with respect to updating measure-level savings values being
an “excessive cost” for the energy efficiency programs. Staff believes the energy efficiency
statutes are quite clear when directing the utilities to achieve a quantifiable amount of energy
savings each year. For the Commission and Ameren to determine whether the required amount
of energy savings has been achieved as directed by the Act, Staff asserts that Ameren must
conduct calculations based on the items incentivized through the program. Staff contends that
besides the number of items incentivized through the program, arguably the most important input
used in the calculation to determine whether the utility has met its statutory energy savings
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standards as required by the Act is the measure-level energy savings values. Staff believes that
updating measure-level energy savings values on an ongoing basis is a “necessary cost” for the
energy efficiency programs. In determining whether the requirements of the Act are met, Staff
assumes the Commission would prefer the best estimates for measure-level energy savings
values be used in these calculations. In addition, if Ameren ever decides to request
reimbursement for lost revenue associated with energy efficiency savings, Staff suggests the unit
energy savings values that Ameren uses in its calculations should be as accurate as possible.

c. AG's Position

The AG recommends the Commission reject the Ameren approach and instead direct
Ameren that:

e Only “prescriptive” or standard measures should be deemed,;

e There should be an ongoing SAG process to review and adjust values following the
provisional deeming, and SAG members as well as Ameren, its implementers, and
evaluators should be able to propose modifications;

e Ongoing modifications should be adopted no later than 3 months from establishment of
new values in the SAG, rather than at the beginning of the following plan year; and

e The utilities should establish and maintain a TRM that documents in a transparent way
how savings are estimated, and supports on-going effective modification and version
control.

Additionally, the AG recommends that the Fixed Values be consistent with the SAG
NTG framework. AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd EE
case, Docket No. 10-0570.

The AG recommends that the evaluation cycle be consistent with the SAG NTG
framework, AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd EE case,
Docket No. 10-0570. The AG states that for standard measures, this would include provisionally
deemed gross measure savings, which would be revisited annually and periodically updated with
new information, and then used prospectively beginning with the next plan year start (June 1)
following the development of new values.

d. CUB's Position

In the NTG Framework developed by the SAG, CUB says the deeming of ratios would be
used only for programs that had already been evaluated in Ameren’s territory and would be
applied prospectively using those new evaluation values. CUB adds that for existing and new
programs not yet evaluated, and previously evaluated programs undergoing significant changes,
either in the program design or delivery, or changes in the market itself, NTG ratios established
through evaluations would be used retroactively, but could also then be used prospectively if the
program does not undergo continued significant changes. In its Plan, CUB claims that Ameren
backs away from the commitments made in its prior agreement to the NTG Framework. CUB
says Ameren proposes that all NTG ratios used in the planning process be deemed for the entire
three years of its Plans, and be applied only retrospectively to its programs.
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According to CUB, Ameren in effect is requesting the Commission approve up-front
fixed value for certain programs for the entire three year period, regardless of the program
evaluation results. CUB believes that this proposal would not be in the public interest. CUB
contends that such Commission authorization would remove the important incentives Ameren
would otherwise have to carefully manage its contracts with program implementers to secure
maximum energy savings for dollars spent on its programs.

CUB disagrees with Ameren’s proposed values, and suggests the Commission limit the
deeming of any ratios to only one year or until Ameren and the SAG agree better information is
available. CUB believes the Commission policies with respect to deemed parameters such as
NTG, realization rates, and gross measure savings should be consistent across utilities.

e. NRDC-ELPC's Position

NRDC-ELPC indicate they agree with Ameren that some deeming of gross measure
savings is appropriate, and urge the Commission to adopt some reasonable limitations on doing
so. Specifically, NRDC-ELPC believe there is substantial evidence in the record to support a
conclusion that it is appropriate to deem the gross measure savings values for a set of standard
measures where the unit savings are not large, do not vary significantly between installations and
where the number of installations is large enough that the average savings values can be
reasonably accurate in aggregate.

However, NRDC-ELPC urge that the Commission require that the actual deemed values
for these measures should be determined through a separate proceeding. NRDC-ELPC assert
that Ameren has not made available the detailed assumptions behind the deemed measure
savings values in its current plan, and the expedited nature of this proceeding does not afford
adequate time for assessment of those values. NRDC-ELPC generally agree with the
recommendations of both witness Grevatt and witness Mosenthal, who each urge a separate
proceeding for the purpose of reaching agreement on deemed gross savings values, which may
include an ongoing effort within the Stakeholder Advisory Process, and the development of a
TRM which would document all of the assumptions underlying deemed savings values. They
add that ELPC witness Crandall also argues for creating a statewide TRM, and describes both the
purpose and content of the Manual, including allowing a transparent and well-vetted set of
deemed savings values. NRDC-ELPC state that Ameren agrees that a TRM is warranted,
although it sees no role for the SAG in developing it. NRDC-ELPC urge that the Commission
acknowledge that it is important for the credibility of these programs that stakeholders have been
engaged in the development of the assumptions which are relied upon to ensure that savings are
real.

NRDC-ELPC provide a table, reproduced below, that provides the specific measures that
they believe are appropriate for deeming the gross savings values.

PROGRAMS Measures Appropriate for Deemed Savings
Values
Residential Lighting All
Residential Energy Efficient Products All
Residential HVAC All listed
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Residential Appliance Recycling All

CFLs, Showerheads, faucet aerators, smart
strips, water heater insulation water heater

Residential Home Energy Performance setback
Residential ENERGY STAR New Homes All
Residential Multifamily CFLs, showerheads and faucet aerators
Residential Behavior Modification All
CFLs, showerheads, faucet aerators, smart strips,

Residential Moderate Income water heater insulation, water heater setback
Business Standard Incentive HP T8 and other standard lighting
Business New Construction HP T8 and T5 measures, CFLs and LEDs

2. Non-Standard Measures

a. Ameren's Position

Ameren recommends that savings and cost-effectiveness calculations should be made
using estimates of unit impacts for nonstandard measures that are determined by the independent
evaluator. Unit impacts for nonstandard measures shall be updated annually and applied
retrospectively.

b. Staff's Position

Staff recommends that the Commission approve Ameren’s request to have unit impacts
for nonstandard measures calculated annually and applied retrospectively. Staff says this
recommendation is consistent with the process approved for Plan 1. Staff recommends the
Commission approve the process of having the load shapes and useful lives of nonstandard
measures determined by an independent evaluator.

c. AG's Position

The AG recommends that no deeming be permitted for “non-standard” measures. The
AG argues that these are by definition site-specific “custom” measures, and as such should be
developed by Ameren or its contractors on a customized basis relying on standard engineering
approaches, and subject to verification through evaluations. The AG believes that AG Exhibit
1.0 and the Settlement Stipulation agreed to in the ComEd case, Docket No. 10-0570, should be
considered as an appropriate model for retroactive treatment of any assumed savings for non-
standard measures.

d. NRDC-ELPC's Position

NRDC-ELPC believe that for measures that are fewer in number, that will produce
substantial changes and where the variations between installations will lead to very different
results, the use of deemed savings values is inappropriate. Specific programs for which NRDC-
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ELPC believe the measure savings should be measured rather than deemed include those listed
below.

PROGRAMS Measures Inappropriate for Deemed Savings
Values
Residential Home Energy Performance all measures not listed in above table
Residential Multifamily all measures not listed in above table
Residential Moderate Income all measures not listed in above table
Business Standard Incentive all measures not listed in above table
Business Custom Incentive No deemed savings
Business Retro-commissioning No deemed savings
Business New Construction all measures not listed in above table
3. Net-to-Gross

a. Ameren's Position

Ameren states that NTG is a ratio used to convert the gross annual reductions in energy
usage to a net value. Ameren says that NTG can be explained as the share of savings that can be
attributed to program activities, reducing savings for free riders that reflect underlying market
activity that would have occurred even in the absence of the program, and increasing savings for
spillover that reflects participants or unit impacts above and beyond those tracked for the
program.

Ameren contends that each net value is program-specific and does not include reductions
that would have occurred absent the program. Ameren adds that NTG is typically viewed as an
adjustment to eliminate free-rider effects. Ameren claims it is important to fix values such as
NTG because determining NTG is an inexact science, evaluating values is expensive,
determination and application of values is resource intensive, determination of annual values
causes them to fluctuate from year to year, encumbering portfolio operations, efficiency, and
market stability, determining annual values has timing issues, and the Illinois legislation
requires the utility to implement a cost-effective portfolio. Ameren says it proposed a table of
NTG planning assumptions to be used in this Plan cycle. Ameren states that for Plan 2 program
planning purposes, Ameren based individual program NTG assumptions on Plan 1 EM&V
results unless there was sufficient reason to warrant changing them due to circumstances such as
new legislation or changing market conditions.

Ameren proposes always prospectively applying NTG inputs. Ameren says that fixed
NTG values shall be consistent with those used to develop Plan savings goals approved in this
proceeding and remain constant for the entire 3-year plan cycle. Ameren adds that NTG
evaluation results completed during Plan 2’s cycle shall be used to develop NTG values for the
following Plan cycle. According to Ameren, updated NTG values should be applied beginning
with the first year of the next Plan cycle. Ameren asserts that prospectively applying NTG
evaluation results will allow Ameren, the Commission, and the other parties to focus on quality,
cost-effective program delivery, rather than on the sometimes arcane technicalities of impact
evaluations. Ameren claims it will also help the regulatory process operate more quickly and
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more efficiently allowing cases to proceed more quickly and with less expense passed on to
Ameren customers.

Ameren believes its approach also assigns a more reasonable risk to Ameren for program
performance. Ameren argues that the Commission will set savings goals using the best available
information on expected NTG ratios, after receiving recommendations from all the Parties.

Ameren argues that conversely, applying NTG evaluation results retrospectively would
hold Ameren accountable for the Parties’ collective inability to perfectly forecast NTG values.
Ameren contends that in the worst case, applying retroactive NTG ratios could even subject
Ameren to perverse consequences. For example, Ameren says Staff recommends increasing the
PY6 NTG ratio for the Residential Lighting program from 40% to 48%, which would increase
the savings goal for this program by 20%. If evaluations later prove Ameren’s original NTG
assumption to be correct, Ameren claims it might face penalties for not meeting the approved
savings targets. Ameren complains that this is not because it did not deliver the program
competently and cost effectively, and not because it did not attract enough participants, but
because the Commission made a determination setting Ameren's goals that relied on an
inherently uncertain assumption.

For these reasons, Ameren continues to advocate a prospective application of NTG ratios.
Ameren asserts that if the independent evaluator finds that NTG assumptions used in setting
Ameren's savings goals were not accurate, since this new information will not be used to adjust
Ameren's goals, then it should also not be used to measure savings used to calculate performance
against those goals.

Ameren finds it notable that the proposal also is consistent with sections of the Act that
require Ameren to provide for an annual independent evaluation of the performance of the cost
effectiveness of the utility's portfolio of measures and the Department's portfolio of measures, as
well as a full review of the 3- year results of the broader net program impacts and, to the extent
practical, for adjustment of the measures on a going- forward basis as a result of the evaluations.

With regard to the AG's proposal, Ameren finds the proposal set forth in Mr. Mosenthal’s
memorandum vague and unworkable in practice. Ameren complains that it also leaves a number
of questions unanswered. Ameren questions what constitutes significant changes and how one
defines changes in the market itself. Ameren also wonders how would it be determined if the
market is undergoing rapid transformation. Ameren insists that its proposed framework carefully
considers and resolves these issues with a more definitive structure.

Ameren claims that AG witness Mosenthal admits that his intent was not to propose a
great deal of retroactive applications because Ameren has already evaluated many of the
programs that provide the greatest amounts of savings, presumably indicating the residential and
business prescriptive lighting programs. Ameren states that Mr. Mosenthal also specifically cites
these two programs as targeting markets that are currently undergoing rapid change as a result of
impending federal standards. Ameren believes that Mr. Mosenthal’s proposal would potentially
require retroactive application of NTG ratios for two of Ameren's largest programs, even if his
intentions were to exclude them. Ameren claims this uncertainty only emphasizes the inherent
and unavoidable uncertainty in his proposal.
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If the Commission adopts Mr. Mosenthal’s approach, Ameren says it fears that the
stakeholders themselves will spend a majority of their time debating and contesting whether
NTG should be applied retrospectively for a particular program — let alone the debates that
would ensue with the utility. Ameren believes the Commission should reject Mr. Mosenthal’s
approach and approve Ameren's proposal, which Ameren claims is clear and workable; assigns
appropriate risk to Ameren by holding it accountable for verified participation, but not for
inherently uncertain NTG assumptions; reduces litigation cost and risk; and allows Ameren to
focus on quality, cost-effective, program delivery.

Ameren states that its residential lighting program achieved an EM&V measured NTG
ratio of 1.0 in program year 1, but Ameren says it originally recommended that the NTG ratio for
general service compact fluorescent lights ("CFLs") be reduced to 0.8, 0.6, and 0.4 in PY 4-6.
Ameren asserts that this proposal considers the changing market due to the EISA, which phases
out the manufacturing of standard 60, 75, and 100 watt incandescent bulbs. Ameren indicates it
has limited secondary market research from a major lighting manufacturer which suggests that
the new baseline technology is likely going to be CFLs and that the resulting downward NTG for
regular CFLs may be significant. Ameren also notes that Massachusetts, Arkansas, California,
Connecticut, and Texas have all recognized the market change. Ameren states that
Massachusetts recently reduced NTG for general services CFLs to 0.25, California’s Public
Utility Commission’s draft plan recommends a 10% reduction in bulbs attributed to the portfolio
and no CFL incentives after 2012, the Connecticut Commission decided to suspend standard
CFL programs in 2010, and Texas-CPS Energy is questioning whether to continue CFL
incentives.

Ameren claims that no Party can actually know what effect EISA will have and Ameren
believes the proposal of 0.8, 0.6, and 0.4 represents a reasoned, calculated estimation of the
appropriate NTG for Plan 2. Ameren contends that while trying to balance market conditions,
impact of EISA influence and EM&V recommendations, it is Ameren's intention to maximize
savings per the spending limit. Ameren states that if the NTG program planning assumptions
turn out to be too low, and Ameren is granted the flexibility to do so, Ameren expects to make
adjustments to sales levels to compensate. Ameren further states that all programs will be
constantly monitored and managed according to budgets and savings goals. With the lighting
program, if adjustments are necessary, Ameren believes it could influence sales of CFLs and
budgets to programs by controlling the number of product discounts and retail partnerships,
when appropriate.

Ameren believes that this represents the most responsible approach to establishing NTG
for regular CFLs. Ameren insists it is more reasonable to adopt a conservative NTG and later
adjust the CFL sales if the market effects are more favorable than predicted than to subsequently
realize that the actual values are much lower than anticipated. Ameren does not oppose the more
conservative NTG values suggested by Staff.

Ameren expects that air conditioner efficiency standards will increase during Plan 2’s
implementation period. Ameren says the U.S. Department of Energy has a projected timeline for
establishing new energy standards, which are scheduled to take effect in 2014. As
manufacturers, trade allies, and customers anticipate this date, Ameren'’s expectation is that the
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sales of the more efficient units will increase naturally, creating higher free-ridership in the
second and third year of Plan 2. Ameren therefore proposes a NTG for Residential HVAC of
0.8, 0.7, and 0.6 for PY4-6, respectively.

Ameren's NTG ratio for its Business Standard program is 0.73, which it says is exactly
the EM&YV calculated ratio at the time of filing.

Ameren proposes to use fixed values for load shapes, (the allocation of annual savings
that occur during subperiods of the year such as seasons, off peak periods, peak periods, and
individual hours), and for useful life (the average number of years the measure will remain
installed).

Ameren recommends the Commission should require that plan cost-effectiveness
calculations be made using fixed load shapes and useful lives that apply to all standard measures.
Ameren states that fixed load shape and useful life values for standard measures shall remain
unchanged for all 3 years of Plan 2’s period, and be updated for the next Plan cycle. Ameren
suggests load shapes and useful lives for nonstandard measures shall be determined by the
independent evaluator.

b. Staff's Position

Staff agrees with AG witness Mosenthal with respect to the theory that the best incentives
for exemplary performance exist with fully retroactive NTG ratios. Although it is ultimately the
Commission’s determination regarding whether Ameren has met its statutory goal, Staff also
recognizes that under fully retroactive NTG ratios (and potentially if used on a prospective
basis), an evaluator’s decision regarding the final NTG ratio for a program may have a
substantial impact as to whether the utility has to transfer authority of its electric EE programs to
the IPA, and this pressure on the evaluator may unduly compromise its independence.

In addition, Staff is concerned that if the NTG ratios are not deemed over the entire 3-
year period, and if the evaluation cycle framework is approved which allows Ameren to have
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, then Ameren will have an incentive to encourage the evaluators to not complete
an evaluation on programs which have “preferable” NTG ratios. For example, Staff says all
Intervenors involved with the SAG and Ameren would agree that Ameren received a
“preferable” NTG ratio for the lighting program during PY1. As such, Staff asserts that Ameren
has not put any pressure on the evaluator to have the PY2 evaluation of the lighting program (or
any program, including its natural gas program) complete before the filing of this 3-year Plan,
which Staff believes severely impacts the most recent information available for the Commission
to make its final decision. If the Commission disapproves of Ameren’s Plan and requires
Ameren to submit a revised Plan in a compliance filing, then Staff recommends that the
Commission require Ameren to provide the information relevant (based on data from Ameren's
service territory) to determining the NTG ratios in its Plan, including draft reports and survey
findings from its natural gas programs and electric programs.
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Staff asserts that while retrospective application of NTG ratios is preferable when
determining energy savings, the fact that it is impossible to know the true NTG ratio warrants
more consideration. Staff believes the NTG ratio risks that the utilities face using NTG ratios on
a retrospective basis are unmanageable. In Staff's view, it is crucial that the Commission fix the
NTG ratio values over the entire Plan to ensure that Ameren has a fair opportunity to meet its
modified statutory energy savings goals, such that the IPA will not be required to take over the
electric programs. If the Commission refuses to deem the NTG ratios for all 3-years, Staff
recommends the Commission consider allowing Ameren, with support from the SAG, to petition
the Commission to modify the electric energy savings goals in future plan years.

According to Staff, NTG ratio estimation is an art, not a science. Staff states that
California actually had several different evaluations conducted with each using a different NTG
ratio estimation methodology for its residential lighting program. Staff says the range in NTG
ratio estimates for the program was quite large. That being said, Staff believes some estimation
methodologies may produce more accurate results than others. Staff believes there is no need to
expose Ameren to the uncertainty regarding NTG ratios when the true NTG ratios are also
uncertain. Staff recommends the Commission fix the NTG ratios over the 3-year period and
direct Ameren to have updated NTG ratio values to propose before it files its next 3-year energy
efficiency plan.

Although Staff strongly recommends that the Commission fix the NTG ratio values over
the entire 3-year Plan cycle to ensure that Ameren has a reasonable opportunity to meet its
modified statutory energy savings goals, Staff believes that the NTG ratios proposed by Ameren
are not appropriate in all cases. If the Commission approves Ameren’s Plan, then Staff
recommends the Commission fix the NTG ratio values it recommends. If the Commission
disapproves of Ameren’s Plan for failure to meet all of the conditions set forth in Sections 8-
103(f) and 8-104(f) of the Act, and requires Ameren to submit a Revised Electric and Gas
Energy Efficiency and Demand Response Plan in a compliance filing, then Staff recommends
that the Commission require Ameren to provide information relevant (based on data from
Ameren’s service territory) for determining the NTG ratios it proposes the Commission fix for
the 3-year Plan cycle, including draft reports and survey findings from its natural gas and electric
energy efficiency programs. If the Commission requires Ameren to submit a Revised Plan in a
compliance filing, Staff suggests a SAG meeting may be an appropriate venue to discuss the
proposed NTG ratio values to have deemed over the 3-year Plan cycle.

Staff states that the table of proposed NTG ratios (Ameren Ex. 2.0 at 20:415), indicates
there are many programs that have proposed NTG ratios of 0.8 that are based on “best practice.”
Staff asserts that Ameren has not provided any convincing evidence in the record to support
these values. Staff recommends the Commission order Ameren to ensure that NTG ratio
estimates have been estimated for the program elements denoted “Not yet evaluated” in
Ameren’s list of proposed NTG ratios before it files its next 3-year Plan, where reasonable.

Regardless of whether Ameren works closely with its independent evaluator to attempt to
eliminate any surprise in the form of a Net to Gross ratio from the evaluator, because of the
upcoming changes in federal standards for many measure types, it is impossible for even the
evaluator to know exactly how quickly the market will change. Staff believes that Ameren faces
unmanageable risk if NTG ratio values are not fixed over the entire 3-year Plan cycle.
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Although Staff recommends that the Commission fix the NTG ratio values over the entire
3-year Plan cycle as it increases certainty, reduces risk on the utility, and reduces litigation
complexity; Staff is uncomfortable with some of Ameren’s proposed NTG ratio values, as
previously alluded to. Staff requests the Commission order the NTG ratio value to be deemed at
58% for PY4, 53% for PY5, and 48% for PY6 for the Residential Lighting Program (regular
CFL bulbs). Staff says these numbers came from ComEd assumptions used to develop its energy
efficiency portfolio and these values were based on its PY2 impact evaluations.

Staff thinks it is important to note that the NTG ratio for the specialty CFLs cannot be
evaluated based on the current evaluation methodology that conducts random digit dialing to
survey potential participants. Staff states that Ameren has requested the NTG ratio for the
specialty CFLs be deemed at 80% over the entire 3-year Plan cycle.

Staff says it would have appreciated it if Ameren had made an attempt to have its HVAC
Natural Gas Evaluation report complete before it filed its Plan to allow the Commission to make
a more informed decision regarding the basis of these numbers Ameren proposes to have deemed
for three years. Staff says it does not have knowledge regarding the penetration of 90+%
furnaces in Illinois besides that which Ameren stated in its Plan. If the Commission disapproves
of Ameren’s Plan for failure to meet all of the conditions set forth in the Act and requires
Ameren to submit a Revised Electric and Gas Energy Efficiency and Demand Response Plan in a
compliance filing, then Staff recommends that the Commission require Ameren to provide
information relevant (based on data from Ameren's service territory) for determining the NTG
ratio for new furnaces in Ameren’s residential HVAC program, including providing draft reports
and survey findings from its natural gas and electric energy efficiency programs.

Staff agrees with AG witness Mosenthal’s concerns and finds it reasonable to break out
the HPT8 measure grouping from the Business Standard program to assign it its own NTG ratio
from its most recent evaluation for this measure. Staff says Ameren’s finalized PY 1 evaluation
concluded that the HPT8 program element had a NTG ratio of 58% (15 percentage points less
than the proposed NTG ratio of 73%). Staff states that Ameren’s preliminary PY2 evaluation
findings show that the HPT8 program element had a NTG ratio of 78% (5 percentage points
higher than the proposed NTG ratio 78%). Since Ameren’s proposed NTG ratio of 73% lies
between the final PY1 and draft PY2 evaluated NTG ratio, Staff recommends the Commission
deem Ameren’s proposed NTG ratio of 73% for the HPT8 program element over the entire 3-
year Plan cycle.

If the Commission approves Ameren’s Plan, Staff recommends the Commission fix the
NTG ratio values provided in the table on page 69 of its Brief over the entire 3-year Plan cycle to
ensure that Ameren has a reasonable opportunity to reach its modified statutory energy savings
goals. In addition, Staff recommends the Commission direct Ameren to have updated NTG ratio
values to propose before it files its next 3-year energy efficiency plan.

c. AG's Position

Ameren’s Plan has proposed deeming NTG values for the full 3-year plan period. The
AG believes this would create inappropriate incentives for Ameren not to pursue maximum NTG
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ratios for its programs, or to appropriately shift efforts based on a finding of a low NTG value.
In addition, the AG claims it shifts much of the performance risk from Ameren to its ratepayers
by not ensuring that Ameren will actually meet the plan goals called for by the Act. The AG
recommends that AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd case,
Docket No. 10-0570, be considered as an appropriate model for retroactive treatment of any
assumed savings for non-standard measures.

Specifically, the AG suggests NTG values should be applied prospectively starting in the
beginning of the next plan year after new information is available, and the SAG has agreed on an
appropriate new value. According to the AG, in some limited cases NTG values may be applied
retroactively if the SAG agrees that the program or market addressed is new or undergoing
significant changes, NTG values are very uncertain and would have a significant impact on
portfolio savings, a reasonable basis for deeming a NTG value is not available, and the costs of
evaluation efforts to improve the accuracy of a NTG value. The AG believes these decisions
about which NTG values would be used, and the dates they would go into effect, would be
established by the SAG and submitted to the Commission, prior to conducting evaluations.

Outside of these recommendations, the AG identified specific concerns with some
proposed NTG values. The AG states that Ameren’s plan proposes a 0.8 NTG ratio for PY4 for
the residential HVAC program, which the AG says seems reasonable for most of the program
savings. The AG states that this program has a single measure that accounts for a large portion
of savings and is likely to be significantly different than others. Therefore, the AG recommends
that a separate ratio be computed for it. The AG is concerned with the NTG estimates for gas
furnaces. The AG asserts that in other jurisdictions, condensing gas furnaces have reached very
high market penetration, in the range of 70% or more of new furnace purchases. As a result, the
AG says some program evaluations have identified very low NTG ratios for this measure.
According to the AG, it is not clear if this is true in Illinois, which has had gas programs for a
limited time.

In the case of this program, it appears to the AG the vast majority of gas savings will
come from this single measure. The AG estimates that this measure will provide Ameren with
1.6 million therms over the plan period. The AG says this represents roughly 67% of Ameren’s
total expected gas savings from this program over the 3-year plan period and 29% of total
portfolio savings for the residential sector. Therefore, the AG believes it deserves its own NTG
ratio. The AG states that if this measure has not been evaluated in Illinois and good market data
on current baseline penetration is not available, the AG proposes that this would be an instance
where deeming is not appropriate. In this instance, the AG believes Ameren should be held to a
retroactive adjustment based on the first impact evaluation, with that value also being used
prospectively.

The AG questions Ameren’s proposed NTG for the residential HVAC program. The AG
says the Business Standard program on the electric side is dominated by a single measure
category, “HPT8 and T5 lighting.” The AG calculates this single measure will contribute 40%
of total program electric savings, and 16% of the total C&I portfolio savings over the 3-year
period. Similar to gas furnaces, the AG claims this market is shifting dramatically. The AG
claims that most if not all of these measures are replacing older, inefficient T12 lighting systems.
The AG notes that starting January 2012, federal standards will ban T12 lamps and ballasts. As a
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result, the AG claims customers still using this old technology are likely to be already
considering replacements before they are stuck not being able to purchase replacement bulbs and
ballasts. For that reason, the AG believes the NTG ratio for this measure is already lower than
Ameren’s proposed average for this program, and will drop significantly over time. In this case,
the AG recommends that Ameren could for now deem the NTG ratio from its most recent
evaluation for this measure (if it was calculated) for PY4. However, the AG believes that figure
should then be updated based on new information as the market evolves.

According to the AG, Ameren correctly points out that the residential lighting market is
transforming and it is therefore limiting pursuit of CFLs. However, Ameren also acknowledges
that specialty bulbs are exempted from some of the federal requirements, and proposes a much
higher NTG ratio for them. However, the AG says the number of specialty bulbs Ameren plans
to promote is very small and can be ramped up dramatically.

The AG states in PY3 Ameren expects to sell about 3,000,000 CFLs. The AG says it has
dramatically reduced that to about one million for PY4. The AG is concerned that Ameren has
very little control over the market response to this program. The AG states that once the
participating retailers promote the CFLs with point-of-purchase materials and the Ameren buy
down, there is no reason to expect the market will somehow shrink to match Ameren’s lower
goals. Rather, the AG would expect natural market forces might result in even more CFLs sold
under the program than in PY3. While Ameren presumably can stop the program once it reaches
its goal by simply canceling it, the AG asserts this approach would be very disruptive to the
market. Therefore, if Ameren desires to limit its program to a much smaller number of CFLs, the
AG believes a better approach would be to reduce the level of the incentive buy down to try to
match market demand with available funds and goals.

d. NRDC-ELPC's Position

NRDC-ELPC agree that some deeming of NTG values is warranted, but urges the
Commission to apply appropriate limitations on deeming NTG values to ensure the integrity of
the claimed savings. NRDC-ELPC state that deeming NTG values affords the utilities some
insulation from undue risk, and avoids wasting evaluation dollars on performing evaluation
activities that are not likely to result in significant changes in savings results. However, NRDC-
ELPC asserts that these benefits must be balanced against the need for accuracy so that the
reported savings can be counted upon by regulators and customers.

NRDC-ELPC urge the Commission to adopt the following limitations on the use of NTG
ratios:

1. For programs that have already been evaluated in Ameren’s territory, it is
appropriate to use the evaluated NTG ratios prospectively;
2. If the evaluation suggests a change in the NTG ratio is warranted, the new factor

should be applied at the beginning of the next program year, rather than waiting
for the next 3-year planning cycle.

3. For programs that are new or have undergone significant changes, or programs for
which the market has changed significantly, the evaluated NTG ratios should be
applied retroactively, unless —

101



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

a. The program savings is not large enough to justify the evaluation dollars
to assessing the NTG ratios;
b. The program design and market are understood sufficiently well that an

accurate estimate of NTG can be determined in advance.
4, Timing for Updating Fixed Values

a. Ameren's Position

In its initial proposal, Ameren suggested that the timing for updating fixed values would
be the three-year evaluation cycle. However, Ameren presented a modified timing proposal in
an attempt to ameliorate Intervenors’ concerns. The modified proposal is that fixed inputs for
unit savings will instead be updated for each new Plan year, with evaluation results completed
prior to March 1 of each year to be incorporated in the annual updates. Ameren proposes that
fixed values for NTG ratios, load shapes and measure lives will remain unchanged for all 3 years
of the Plan period and be updated for the next Plan cycle.

Ameren indicates that AG witness Mosenthal proposes a shorter update cycle, arguing
that if Ameren knows of updated fixed values, it should not wait for the new plan cycle to input
the changes. Partially in response to these concerns, Ameren adjusted its proposal to include the
following:

o As new evaluation results for unit savings are completed, they will be applied
prospectively in the following Plan year.
. New unit savings evaluation results completed prior to March 1 will be

incorporated into the fixed input values applied to the following Plan year. For
example, evaluations completed by March 1, 2012 will be incorporated into fixed
input values used to calculate Plan savings for PY5, which begins June 1, 2012.

o Fixed input values for NTG ratios, load shapes and measure lives will remain
constant for the entire Plan period. New evaluation results for load shapes and
measure lives will be incorporated into the following Plan cycle.

Ameren believes this timing schedule adequately addresses the AG’s concerns as it
balances speedy implementation of new fixed values as they become available through
evaluation with annual operational activities and determination of annual savings. Ameren
insists that changing values mid-year creates havoc for portfolio balancing, program
implementation, evaluation methodology and determination of annual savings.

b. Staff's Position

Staff recommends that the Commission reject Ameren’s proposal to have load shape and
useful life values for standard measures unchanged for all three years of the Plan. To the extent
practical, Staff believes these values should be updated on an on-going basis along with other
items in a TRM. With respect to Ameren’s other requests in relation to the timing for updating
fixed values, Staff recommends the Commission approve these requests as it increases certainty,
reduces risk on the utility, and reduces litigation complexity.
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c. AG's Position

The AG believes that ongoing modifications should be adopted no later than 3 months
from establishment of new values in the SAG, rather than at the beginning of the following plan
year.

5. Realization Rates

a. Ameren's Position

Ameren originally defined a realization rate as a component of its NTG ratio definition,
capturing the installation rate of a group of measures, or the portion of measures purchased,
which are actually correctly installed. Ameren witness Weaver defines it as the ratio between the
savings predicted for a program in planning (or the savings reported for a program during
implementation) and the savings estimated for that program in an evaluation. Ameren claims
many factors are used in calculating realization rates, basically any variable measured through
evaluation that was not perfectly predicted in the planning process (or perfectly measured in
implementation reporting), including participation, key parameters associated with installed
measures (e.g., measure efficiency; measure size; hours of operation; etc.), NTG ratios, and
similar factors. Ameren agrees with adopting Mr. Weaver’s definition.

b. Staff's Position

Staff believes that realization rates should be addressed in the independent evaluator’s
assessment of retrospective evaluation results. Staff states that the source of a low realization
rate should be immediately identified and appropriately addressed by Ameren.

c. AG's Position

The AG recommends that the evaluation cycle be consistent with the SAG NTG
framework, AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd case, Docket
No. 10-0570. Specifically, the AG believes realization rates would not be deemed. For planning
purposes, the AG suggests realization rates should be assumed to be 1.0, and the purpose of
determining evaluated realization rates is to correctly and retroactively adjust for errors or other
problems with Ameren's savings estimates that are within its control. The AG states that any
evaluation findings related specifically to adjustments to deemed standard measure savings
would be used only prospectively to improve these deemed values, but not be considered a
portion of the realization rate that is applied retroactively.
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d. NRDC-ELPC's Position

According to NRDC-ELPC, while it is unclear based on the proposed plan whether or not
Ameren is proposing to deem realization rates, it is clear that doing so would be highly
inappropriate. NRDC-ELPC assert that realization rates are within the control of the
implementers, and are partly a function of whether the company has done an adequate job
implementing the program plans. NRDC-ELPC aver that deeming these rates relieves the
company of its responsibility to do a good job, and creates a situation that is ripe for ratepayer
money to be squandered.

It is the recommendation of NRDC-ELPC that all planning estimates of realization rates
should be 1.0, and all actual evaluated realization rates should be applied retroactively except for
any portion of a realization rate that is based on adjustments to already deemed measure savings
values. NRDC-ELPC indicate they are open to the method suggested by Ameren witness
Weaver in his rebuttal testimony.

E. Technical Reference Manual
1. Ameren's Position

Ameren supports the creation of a TRM to document the calculations of fixed input
values. Ameren says it has already developed a TRM for its business programs and is amenable
to developing a similar manual for its residential programs. Ameren recommends that the
Commission require that a separate TRM be developed for each utility, as opposed to one
statewide TRM. Ameren argues that each utility delivers programs within a unique service
territory, with unique weather, market and customer characteristics that need to be captured in
the algorithms and assumptions documented in the TRM. In addition, Ameren claims each
utility uses different programs, planning approaches, tracking systems, and independent
evaluators. In Ameren's view, these differences will determine the appropriate database and
variable structure needed to manage the TRM for each utility.

Due to differences in territory conditions, Ameren believes a uniform statewide TRM
effort could potentially force appropriate methodologies to be sacrificed at the expense of
attempting to arrive at a generic compromise. In addition, Ameren asserts that the creation of a
statewide TRM would be a very expensive and resource intensive effort due to data integration,
differences in evaluation results and methods, and the use of outside experts (by both utilities and
stakeholders) to determine how to best choose collaborative methodologies. That said, Ameren
recommends that the utilities and the independent evaluators strive to understand differences in
evaluation results and to reconcile differences not driven by differences in weather, market and
customers. Ameren indicates it would be willing to work with ComEd regarding a consistent
format to present its TRM in (to allow for easy comparison among companies) where feasible.
Also as suggested by Intervenors, Ameren says it is agreeable to provide its annual TRM for
stakeholder review. Ameren believes the Commission should approve its proposal for a utility-
specific TRM.

2. Staff's Position
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Staff believes that a Statewide TRM should not be the sole responsibility of the SAG.
Staff states that although the natural gas efficiency statute acknowledged the benefits of
statewide coordination and consistency, Staff believes it may be premature to require the
development of a single Statewide TRM when many of the utilities have TRMs still under
development. Additionally, Staff acknowledges there are obvious differences in the territories of
the Illinois utilities regarding many items, including, but not limited to, labor costs, housing
structure, population density, and, even topography and that a Statewide TRM using a single set
of assumptions may not be appropriate for Illinois. Staff understands that the development of a
TRM is a significant task involving the evaluation team, the utility, and the program
implementers. Staff states that based on the reports from Ameren’s evaluation team, Ameren has
made tremendous progress in the development of a TRM for the business portion of its portfolio.
That being said, Staff says there are still significant areas of its TRM that need improvement.
Staff recommends the Commission order Ameren to make best efforts to improve its TRM based
in part on recommendations from its evaluation team and the SAG. If disagreements are not able
to be resolved between Ameren, its implementation contractor, and its evaluator regarding
specific measure level assumptions, Staff believes it would be appropriate for Ameren to bring
these issues to the SAG’s attention for further consideration.

Staff recommends the Commission direct Ameren to develop and update an annual
Technical Resource Manual for the SAG to review, including collaborating to align the format of
assumptions and algorithms for those programs similar to other utilities, where appropriate.

Staff recommends the Commission advise Ameren to coordinate through the SAG to compile the
Illinois utilities’ TRMs into a statewide TRM, if feasible. Staff suggests that by having Ameren
coordinate with the other utilities on a consistent format for its TRM (using best practices), then
the compiling of each utility’s TRM into a statewide TRM that can be made publically available
online does not seem unreasonable. Staff recommends the Commission direct the SAG to file
reports related to its responsibilities via the Commission’s e-Docket System in Docket No. 10-
0568.

3. AG's Position

The AG recommends that the Commission direct Ameren and the SAG to develop a
TRM through the SAG process.

4. CUB's Position

While CUB agrees that the goal of consistent statewide evaluation would be more likely
to occur if a TRM was developed, CUB has deep reservations about using funding from
Ameren’s energy efficiency and demand response programs to pay for a TRM, especially in light
of the issues Ameren has meeting statutory electric energy savings targets. CUB contends that
taking money away from Ameren's programs to develop a TRM is not feasible at this point.
CUB believes a TRM should be kept as low cost as possible and the SAG should be involved in
its development. While the Commission should request the SAG explore this issue, CUB
believes the AG and ELPC’s suggestion to develop a statewide TRM at this point should be
rejected.
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5. NRDC-ELPC's Position

NRDC-ELPC support the recommendation made by ELPC witness Crandall and AG
witness Mosenthal for the development of a TRM. They urge the Commission to require as a
condition of approval of deeming for measure savings values that the SAG engage in the process
of developing such a reference manual, for approval by the Commission in a separate docket.
NRDC-ELPC say Ameren witness Weaver supports the development of a TRM; however, Mr.
Weaver disagrees with Mr. Crandall that the SAG should take primary responsibility for
developing one statewide TRM. NRDC-ELPC assert that Ameren's recommendation for a
separate TRM for each utility fails to address their concerns about lack of continuity regarding
input assumptions, savings estimates and NTG factors for the EE & DR programs implemented
throughout Illinois.

F. Commission Analysis and Conclusion

The parties' positions, discussions, and recommendations regarding several of the EM&V
issues are interrelated making it difficult for the Commission, in some cases, to address them
individually. This is not intended to be a criticism of the parties, rather, an explanation of the
difficulties the Commission and the parties face on these complicated issues. This conclusion
represents the Commission's effort to address the EM&V issues in a complete, comprehensive,
and consistent manner.

Generally, the parties and the Commission seem to agree the EM&V contractor
independence is important in complying with Sections 8-103(f)(7) and 8-104(f)(8) of the Act.
To ensure EM&YV 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). In addition, the Commission directs
Ameren to hire its EM&YV 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. The Commission directs Ameren to continue the activities listed in its Plan to help
preserve the independence of the evaluator. 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. 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.

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 AG wants the Commission to adopt the SAS NTG framework
that was the basis for the Settlement Stipulation in the ComEd case, Docket No. 10-0570.
NRDC-ELPC urge Ameren to engage stakeholders through the SAG to develop an evaluation
schedule for each program within the limitations of the evaluation budget.

With regard to the AG's proposal, the Commission believes it would be problematic to
impose on Ameren a settlement stipulation from a different proceeding to which Ameren has not
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agreed. While not specifically what the AG proposes, the Commission finds that Ameren's final
proposal regarding the evaluation cycle is consistent with the AG's objectives. Similarly, the
Commission believes that Ameren's final proposal adequately addresses the concerns expressed
by NRDC-ELPC. The three conditions proposed by Staff, to which Ameren does not object,
appear reasonable and they are hereby approved.

With regard to verified participation and the associated calculations, it appears that
Ameren and Staff are in agreement and no party objects to their proposal. The Commission
concludes that this proposal is reasonable and it is approved.

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.

Generally, the parties agree that the development of a TRM is appropriate. While some
parties believe it is appropriate to develop a statewide TRM, others believe, at a minimum, it is
premature to develop a statewide TRM. ELPC witness Crandall, for example, recommends that
the SAG should take primary responsibility for developing one statewide TRM. Having
reviewed the record on this issue, the Commission concludes that it is neither necessary nor
appropriate to order a statewide TRM in this proceeding. The Commission directs that Ameren
will work with other utilities subject to the requirements of Section 8-103 and 8-104 of the PUA
and the SAG to develop a statewide TRM in the future. This will allow a consistent format to be
developed for a TRM. The Commission also accepts Ameren's recommendation that Ameren, as
well as ComEd, and the independent evaluators strive to understand differences in evaluation
results and to reconcile differences not driven by differences in weather, market and customers.

With regard to any suggestion that the SAG should have ultimate responsibility for
development of the TRM, Ameren and the SAG should work toward the development of the
TRM together. Ameren is also directed to provide its annual TRM for stakeholder review. As
for CUB's concerns about using funding from Ameren's energy efficiency and demand response
programs to pay for a TRM, the Commission is convinced by the arguments of all other parties
that the benefits of a TRM will in all likelihood exceed the costs.

With regard to realization rates, while it was addressed by Ameren, Staff, the AG and
NRDC-ELPC, it is not clear to the Commission what if anything is in dispute. The Commission
has reviewed the rebuttal testimony of Ameren witness Weaver and finds that his proposal for
defining realization rates is reasonable for purposes of this proceeding. To the extent the AG is
recommending that the Commission impose on Ameren, a settlement stipulation relating to
realization rates from the ComEd proceeding, the Commission rejects such a suggestion as
inappropriate.

As an initial matter, the Commission notes that it finds some of the arguments regarding
fixed values, deeming, NTG and related issues to be confusing. The Commission again rejects
the AG's recommendation that "the Fixed Values be consistent with the SAG NTG framework.
AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd EE case, Docket No. 10-
0570." Not only is it somewhat unclear what specifically the AG wants, it is inappropriate to
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impose the terms of a settlement in another proceeding on Ameren in this proceeding. Ameren,
Staff, CUB, and NRDC-ELPC appear to agree to some extent that plan savings and cost-
effectiveness calculations be made using fixed values for unit savings that apply to at least some
standard measures. Among other things, CUB suggests that the Commission policy with respect
to deemed parameters for gross measure savings and other parameters should be consistent
across utilities. As outlined above, NRDC-ELPC identified specific standard items for which it
believes deeming of gross measure savings is appropriate. NRDC-ELPC recommends that the
actual deemed values be determined in a separate proceeding. Finally, the Commission notes
that the timing for updated fixed value will be addressed separately below in this conclusion.

The Commission appreciates the relative clarity of NRDC-ELPC's arguments on these
issues and appreciates the difficulties that come with an expedited proceeding. The Commission;
however, is required to comply with statutory deadlines on a routine basis and does not believe a
new separate proceeding to address these issues is an effective use of resources. The request for
a separate proceeding is denied.

As noted above, Staff supports the prospective application of fixed values to unit savings
updated annually for standard measures in calculating plan savings as it increases certainty,
reduces risk on the utility, and reduces litigation complexity. The Commission finds Staff's
argument convincing and it is hereby adopted. The Commission adopts the fixed values for
standard measures proposed by Ameren as found in Staff Group Cross Exhibit No. 1 Part 1, pp.
96-104, and Staff Group Cross Exhibit No. 1 Part 2, pp. 1-80.

With regard to nonstandard measures, including Custom and Retro-Commissioning
programs, Ameren recommends that savings and cost-effectiveness calculations should be made
using estimates of unit impacts for nonstandard measures that are determined by the independent
evaluator. Ameren proposes that unit impacts for nonstandard measures shall be updated
annually and applied retrospectively. Staff supports Ameren's proposal. The AG recommends
that AG Exhibit 1.0 and the Settlement Stipulation agreed to in the ComEd case, Docket No. 10-
0570, be considered as an appropriate model for retroactive treatment of any assumed savings for
non-standard measures. Ameren's rebuttal position is consistent with the AG's position that
permits the application of deemed values to standard measures, but applies a retroactive
evaluation to non-standard measures. It appears that, for the most part, NRDC-ELPC believes
deemed savings value for nonstandard measures is inappropriate. With regard to nonstandard
measures, the Commission believes that adopting Ameren's proposal in calculating plan savings
increases certainty, reduces risk on the utility, and reduces litigation complexity. The
Commission finds Ameren's proposal reasonable and it is hereby approved.

Table 17 in Ameren Exhibit 1.1 contains Ameren's NTG factors, as originally proposed.
Ameren proposes that NTG factors be fixed for three years and that they always be applied
prospectively. Staff recommends the Commission fix the NTG ratio values provided in the table
on page 69 of its Brief over the entire 3-year Plan cycle to ensure that Ameren has a reasonable
opportunity to reach its modified statutory energy savings goals. In addition, Staff recommends
the Commission direct Ameren to have updated NTG ratio values to propose before it files its
next 3-year energy efficiency plan. Outside of these recommendations, the AG identified
specific concerns with some proposed NTG values. NRDC-ELPC recognize the value of
deeming NTG values but proposes specific limitations on the use of NTG ratios.
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The gas and electric energy efficiency provisions establish net savings goals, and place
performance risk on the utilities through various potential penalties. It is not the Commission’s
job to insulate the utilities from such penalties or even loss of the programs. That being said, the
determination of how that risk should be balanced, and how net savings are measured, is not
fully established. The NTG framework document sponsored by AG witness Mosenthal, and
drafted as part of the Stakeholder Advisory Process, is grounded in the assumption that all
different evaluation methodologies, contractors, and simple random statistical variation can
influence the measurement of NTG, resulting in a higher than desired level of uncertainty for
utilities if used solely on a retroactive basis. In addition, the parties recognized in developing the
framework that evaluation funds are limited, and it may not be a good use of ratepayer resources
to perform evaluations on all programs every year to estimate NTG.

While acknowledging and adjusting for this utility uncertainty, the framework document
also acknowledges what is the biggest weakness of Ameren’s position that NTG value should be
deemed for the three-year period: that deeming NTG ratios can result in perverse incentives that
might discourage a utility from making appropriate program changes to ensure against high
freeridership, at least in the short term, by guaranteeing savings claims regardless of the
program’s true effectiveness.

The framework, thus, proposes as follows:

0 Where a program design and its delivery methods are relatively stable over time, and an
Illinois evaluation of that program has an estimated NTG ratio, that ratio can be used
prospectively until a new evaluation estimates a new NTG ratio.

0 In cases that fall under the paragraph above, once new evaluation results exists, these
would be used going forward, to be applied in subsequent program years following their
determination until the next evaluation, and so on.

o For existing and new programs not yet evaluated, and previously evaluated programs
undergoing significant changes — either in the program design or delivery, or changes in
the market itself — NTG ratios established through evaluations would be used
retroactively, but could also then be used prospectively if the program does not undergo
continued significant changes, similar to the first paragraph above.

o For programs falling under the third paragraph above, deeming a NTG ratio prospectively
may be appropriate if: the program design and market are understood well enough to
estimate with reasonable accuracy an initial NTG (e.g., based on evaluated programs
elsewhere); or it is determined that the savings and benefits of the program are not
sufficient to devote the evaluation resources necessary to better estimate a NTG ratio.

0 Recommendations of the SAG to the Commission regarding application of this
framework shall be submitted with adequate time for Commission review. If the SAG is
not in unanimous agreement in its recommendation, the Commission requests that any
recommendation that has the support of more than a majority of SAG members be
submitted to the Commission along with a discussion and enumeration of the dissenting
opinions.
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Turning next to the timing for updating fixed values, the AG expressed some concerns
with Ameren's proposal for updating unit savings and NTG ratios, and in response, Ameren
modified its proposal. Among other things, Ameren's modified proposal, increases the speed at
which new fixed values are implemented. It appears that Ameren's modified proposal, as
described above, would effectively mitigate the concerns raised by the AG. Staff recommends
that load shape and useful life measures be updated on an ongoing basis along with other items
ina TRM. The Commission finds no evidence to support Staff's recommendation and it is
therefore rejected. The Commission finds that the record of this proceeding supports adopting
Ameren's modified proposal for updating unit savings and NTG ratios, as explained in the
rebuttal testimony of Ameren witness Weaver, Ameren Ex. 10.0.

The AG and NRDC-ELPC express concern about realization rates and insist that
realization rates should not be deemed. They also believe that all planning estimates of
realization rates should be 1.0. The AG suggests the Commission conclusion should be
consistent with the SAG NTG framework, AG Exhibit 1.0 and the Settlement Stipulation agreed
to in the ComEd case, Docket No. 10-0570. NRDC-ELPC indicate they are open to the
realization rate methods discussed in the rebuttal testimony of Ameren witness Weaver.

Having reviewed the record, it appears that the parties raised legitimate concerns with
respect to Ameren's original definition of realization rates and calculations. Ameren witness
Weaver suggests that provided the Commission directs the independent evaluator to calculate
Plan energy savings as the product of verified participation, unit savings, and NTG ratios, and if
the Commission provides guidance with regard to the use of fixed/deemed values as well as
prospective/retrospective application, then all issues related to realization rates results can be
addressed through the definition of fixed/deemed values or through the independent evaluator’s
assessment of retrospective evaluation results. (See Ameren Ex. 10.0 at 21-24) It appears to the
Commission that Mr. Weaver's assessment of the situation is correct. Additionally, the
Commission believes that this order contains sufficient guidance regarding that it should be
possible to avoid the issue of deeming realization rates. In sum, it appears that the
recommendations regarding realization rates contained in Ameren Ex. 10.0 are reasonable and
should therefore be adopted.

V. PROGRAM ISSUES
A. Portfolio Flexibility
1. Ameren's Position

Ameren indicates that as it did in Plan 1, Ameren asks the Commission to grant it the
flexibility to adjust all portfolio elements as needed to achieve portfolio success. Ameren argues
that flexibility has proven vital for portfolio success. Ameren asserts that flexibility allows the
portfolio to respond to market conditions. According to Ameren, flexibility enables: (1) program
implementers to adjust specific designs as dictated by customer and program ally response; and
(2) Ameren to rebalance the portfolio based on individual program performance and emerging
opportunities, when appropriate. It is Ameren's position that Commission-imposed restrictions
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to flexibility are more likely to reduce achieved savings than to maintain or increase net savings
and prevent ongoing provision of programs across rate classes.

Ameren says it also confirmed that it is willing to continue with the current stakeholder
process consisting of monthly informational meetings and quarterly reports. Through these
meetings, Ameren says it will continue to work with stakeholders and Staff to ensure all parties
adequately understand the changes to Ameren's portfolio. In asking the Commission for
approval of its Plan, Ameren requests that the Commission once again grant Ameren the
flexibility it was given to administer its previous Plans.

2. Staff's Position

Based on the results from the first EE-DR Plan, Staff does not oppose Ameren’s request
for approval of these features.

3. AG's Position

While the AG generally supports the notion of Ameren retaining flexibility to adjust its
programs as needed to achieve its goals, the AG believes the amount of flexibility granted to
Ameren to make adjustments to its programs should be specifically limited if the Commission
permits Ameren to deem program impact values. In addition, the AG believes there are some
specific exceptions that should be outlined by the Commission in its Order.

The AG says Ameren has proposed that it be afforded virtually unlimited flexibility to
shift budgets, modify programs, cancel programs or adopt new programs without Commission
approval. The AG says ComEd, in its Plan in Docket No. 10-0570, proposed similar flexibility,
but it also established criteria by which it would inform the SAG if it intended to significantly
modify the plans, similar to the guidance provided by the Commission in its prior Order.
According to the AG, ComEd proposes to fully discuss with the SAG prior to initiating the
change, any shift in the budget that results in a 20% or greater change to any program’s budget,
or that eliminates or adds a program. The AG states that presumably, these modifications would
then be discussed among the SAG, and while the utility would ultimately have responsibility for
any decisions, SAG members would be free to petition the Commission for reconsideration if
they were not able to come to a satisfactory agreement.

As the entity with responsibility for meeting goals and potentially at risk of penalties, the
AG supports allowing Ameren flexibility to manage its portfolio and make midcourse
corrections as appropriate as it learns more from evaluations, market conditions, and actual
experience with program penetrations, subject to the same highlighted conditions as ComEd has
proposed, as well as a few others.

According to the AG, there is a tension between flexibility and issues around deeming of
impact values. The AG states that if all values are deemed for the full 3-year plan period, then
Ameren may have perverse incentives to modify the portfolio in ways that are not conducive to
optimizing true net savings, but rather optimizing its savings claims based on deemed values that
may no longer be appropriate. The AG, therefore, opposes Ameren’s deeming proposal.
However, if the Commission were to approve Ameren's proposal to deem most measure impact
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factors for a full 3-year period, the AG believes that the flexibility granted by the Commission
should be much more limited. In the AG's view, any deemed value should be dependent on the
specific program design details. The AG asserts that with complete flexibility, Ameren would be
free to modify programs in ways that no longer reflect those for which values were initially
deemed. The AG supports the flexibility Ameren has requested only if the Commission adopts
Mr. Mosenthal’s proposal for deeming, similar to what ComEd has proposed. Specifically, the
AG believes deemed factors would only be preliminarily approved and can be modified in
collaboration with the SAG, and the NTG factors would be adjusted annually based on new
information.

In addition to ComEd’s list of criteria that would trigger SAG involvement, the AG
recommends that the Commission establish some additional constraints on Ameren:

1. Ameren shall not shift more than 10% of spending between residential and C&l
sectors without Commission approval; and

2. Ameren shall not modify its plans such that it no longer meets the statutory
requirements for allocations to the low income and state and local government
markets.

The AG says these criteria are appropriate for reasons of equity. Given that the
opportunities to adjust the cost recovery mechanism would be dependent on Commission
approval, the AG asserts that the first criterion ensures that the amount each sector of ratepayers
contributes will not diverge more than 10% from the expenditures dedicated to that sector. The
AG says the second criterion ensures equity for low income and government customers for
which the legislature indicated a clear intent to allocate at least a minimum portion of the overall
portfolio expenditures.

The AG has additional concerns about utility flexibility with respect to proposed
behavioral programs, and in particular Ameren's proposed residential behavior modification
program using HERSs.

4, NRDC-ELPC's Position

While there is general agreement that Ameren should be afforded the flexibility it needs
to make modifications to the programs to ensure the success of the portfolio, NRDC-ELPC
indicate that expert witnesses have suggested several limitations on this discretion. At such time
as a revised three-year program plan is approved, NRDC-ELPC urge that the Commission allow
Ameren flexibility to make changes in accordance with certain limitations.

Ameren has requested that the Commission grant it the discretion to make extensive
changes to its programs between plan filings, which may include such changes as shifting funds
from one program to another, eliminating programs, adopting new programs, changing incentive
levels or making other fundamental changes in program designs. NRDC-ELPC support
flexibility with the following limitations:

1. The Commission should, for equity reasons, limit the amount of program funding
that can be shifted from residential to commercial/industrial customers or the
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reverse. NRDC-ELPC support that such a limitation could be set at 10% of the
total portfolio.

2. The Commission should require Ameren to consult with the SAG before making
program changes that increase or decrease any program’s budget by more than
20%. While Ameren would still make this decision, it would do so having heard
the concerns of stakeholders, and the SAG would have had a more meaningful
opportunity to fulfill its role as advisor to the company on any matter impacting
the success of the portfolio.

3. The Commission should discourage program changes that would result in greater
reliance on the Residential Behavior Modification Program. NRDC-ELPC urge
that Ameren’s flexibility to make program changes should be limited such that no
more than the proposed level of savings can come from behavior programs.

4. NRDC-ELPC reiterate that substantial changes of program design during the plan
period should result in a reassessment of deemed savings values.

B. Role of the Stakeholder Advisory Group
1. Ameren's Position

In Docket No. 07-0539, Ameren says the Commission ordered creation of what was then
called the “Advisory Committee or Stakeholder Group,” sometimes referred to as the SAG.
Ameren believes the Commission clearly envisioned the stakeholders’ role as a group that would
offer expertise and advice to utilities as they developed their programming. Ameren asserts that
the Commission did not intend to provide these various stakeholders — each of which have their
own individual interests, members, or constituents — to have any authority over the utility’s
administration of the portfolio. Ameren states that in Docket No. 07-0539, the Commission
referred to the stakeholders’ respective roles as “advisory” group at least twice, did not give any
of them decision-making powers, and specifically found that “it is not feasible to grant the
collaborative advisory committee veto power.” Ameren believes that the stakeholder group is an
important source of advice and counsel, but it should not have any direct control over the
utilities.

Ameren is supportive of continuing the current model of stakeholder involvement for
both the electric and gas energy efficiency portfolio. As currently constituted, Ameren says the
stakeholder group meets about once a month. According to Ameren, Staff typically participates
in these meetings electronically. Ameren states that most entities specified in the Plan 1 Order
participated in stakeholder meetings, including the utilities, DCEO, Staff, the AG, CUB, energy
advocate organizations, trades, and local government. In addition to items as specified in the
Plan 1 Order such as providing detailed program status reports, Ameren says it collaborated with
the stakeholder group in EM&V consultant selection, contracting, work plans, and results.
Despite the fact that the Plan 1 Order referred only to electric utilities, Ameren says Intervenors
propose Plan 2 include the natural gas portion of the portfolio.

Ameren claims the process for participating in a stakeholder group meeting is not
selective; any interested party can join. Ameren's position is that this open forum is valuable,
resourceful, and should continue. In Ameren's view, it is important to recognize this open forum
also includes parties who have a vested interest in particular programs whereby they or their
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organizations would benefit and profit from their interests being integrated into the portfolio.

For this reason, Ameren believes it is imperative that the stakeholder group remains a non-policy
determining entity; otherwise, conflicts of interest would occur, and/or a restrictive membership
would need to occur, thus limiting the participation of various stakeholders.

2. Staff's Position

Consistent with the Commission’s Order in Docket No. 07-0539, Staff recommends the
Commission approve a continuation of the Illinois Energy Efficiency SAG. Staff recommends
the Commission direct the SAG to file SAG reports related to its responsibilities via the
Commission’s E-docket System in Docket No. 10-0568. Staff recommends the Commission
direct Ameren to develop and update an annual TRM for stakeholder group review. Staff states
that Ameren will collaborate to align assumptions and algorithms for those programs similar to
other utilities, where appropriate.

3. AG's Position

The AG indicates that Ameren intends to continue these activities for its future gas and
electric plans in order to preserve the EM&V’s contractor independence. The AG believes these
commitments are appropriate in terms of the specific areas of involvement in the EM&V
process. However, the AG suggests that the language of “participated” does not provide any
clarity about who has final decision-making authority with regard to these issues. In practice, the
AG believes that the SAG process worked well and members generally reached an amicable
consensus. However, given the lack of clarity, it appears to the AG that Ameren’s proposal
would still provide it with ultimate authority to adopt or reject any SAG recommendations. To
fully preserve evaluator independence, the AG requests not only that the Commission reaffirm
the SAG process be maintained, but also that the SAG, which includes the utilities and the
Commission Staff, be the decision-making party on broad EM&V issues. To be clear, the AG
says the Commission should allow Ameren to still have authority to perform day-to-day
management of the evaluation process and make those ongoing management decisions.
However, the AG says permitting the SAG “broad” decision-making authority would consist of
(a) development of final evaluation plans and contractor work plans; (b) development of RFPs
and scopes of work; and (c) selection of evaluators. With the input of ratepayer and
environmental stakeholders and their experts, led by a qualified facilitator, the AG asserts that
the SAG offers the Commission the best hope of achieving the kind of independent evaluation of
energy efficiency programs envisioned by the General Assembly in Sections 8-103 and 8-104 of
the Act. The AG believes this process will help the Commission ensure that the programs
offered by Ameren are cost-effective, as required by the Act.

The AG says it is critical to note that as an integrated gas and electric distribution utility
Ameren has thus far actively participated in SAG events. Active and constructive participation of
the state’s other gas distribution companies would add value to the collaborative process
underway. The AG notes that Integrys and Nicor have recently filed gas efficiency plans with
the Commission. The AG claims that these plans assert that efficiency services will be provided
to customers in a seamless and transparent manner, in coordination with ComEd. To maximize
the effectiveness of these integrated services, the AG urges the Commission to direct Illinois’
other major gas distribution companies -- the Northern Illinois Gas Company (“Nicor”), the
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Peoples Gas Light & Coke Company and North Shore Gas Company -- to actively and
constructively participate in the SAG process.

4, CUB's Position

All of the Staff and Intervenors who addressed the SAG in testimony, CUB states,
believe the SAG has been valuable in the development of energy efficiency programs. All
intervenors who address the SAG process in testimony declare their support. CUB says only Mr.
Mosenthal and ELPC witness Crandall recommend specific adjustments to the SAG. Mr.
Crandall recommends the Commission assign the SAG a specific role developing and reviewing
“program factors such as net to gross ratios, reasonableness of assumptions used in analyzing
energy efficiency and demand response measures and financing option to overcome barriers to
greater customer participation in the EE&DR programs.” Mr. Mosenthal goes one step further,
and suggests that the SAG be given a more structured, decision-making role in Ameren’s energy
efficiency and demand response programs. CUB disagrees with both these suggestions.

According to CUB, as Ameren witness Martin noted, the SAG itself includes a variety of
interests such that extending decision-making authority to this group is not appropriate and has
the potential of impeding timely implementation of the programs and related evaluations. CUB
asserts that granting the SAG a formal role in the management of utility energy efficiency plans
would go against the General Assembly’s intention that the utilities take responsibility for
meeting the statutory goals. Moreover, CUB is concerned it may well have the effect of
undermining the free exchange of ideas at SAG meetings which Ameren finds valuable.

The only change CUB recommends is that the Commission create a similar SAG for the
natural gas utilities, and that the two groups be directed to coordinate their meetings. Ameren
supports a joint SAG process. CUB envisions an electric SAG meeting for a half day, and a gas
SAG meeting the other half. CUB suggests that scheduling both gas and electric SAG meetings
on the same day allows for communication and collaboration between electric and gas utilities
when necessary.

C. Banking Savings

Ameren says it does not have a position in its Petition on banking energy savings across
program years. However, Ameren believes the most appropriate policy regarding the
accumulation of savings across program years is demonstrated in the gas energy efficiency
legislation Section 8-104(c) of the Act. Also, Ameren believes that applying this method of
accumulating savings would provide consistency among utility portfolios. Ameren does not
anticipate banking many savings. To the extent that the Commission allows ComEd to bank its
savings, Ameren believes it should be allowed to do so as well.

D. Administrative and Marketing Costs
1. Ameren's Position

Ameren states that while it is not entirely clear whether any party has made such a
proposal, Ameren does not believe that cost categories should be capped. Ameren says its only
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cost-related obligations under the statute are to achieve energy savings within a budget; spend
less than 3% of portfolio resources on evaluation per year; and spend 3% of energy efficiency
and demand-response program revenue on demonstration of breakthrough equipment and
devices. Assuming portfolio flexibility and diversity, Ameren says the utility should not be
hindered to achieve goals by capping categories of costs that may need ongoing adjustments in
order to achieve savings goals. Ameren notes that its portfolio level administrative costs are
within the 5% range proposed by CUB witness Thomas.

According to Ameren, administrative and implementation costs for four programs, at the
program level, (Energy Efficient Products, Appliance Recycling, Multifamily, and Business New
Construction) reflect the challenges of implementing new programs, which will require increased
funding in customer education, and market transformations, which require significant
administrative costs. Ameren says the need for such investment in these programs may decline
while other program needs increase. Ameren has the ultimate accountability for achieving
portfolio savings in a cost-efficient manner. Consistent with the rationale for portfolio
flexibility, Ameren requests the flexibility to allocate costs as needed to properly and effectively
administer and market its programs.

Ameren believes this approach is also consistent with the Act, which requires prudency reviews, but does
not require any administrative caps. Ameren contends that this indicates the legislature’s intent was to set
a flexible standard of prudency, that would be reviewed on a case-by-case basis. Ameren asserts that
requiring it to abide by a spending cap would be contrary to this intent.

2. AG's Position

The AG states that Ameren’s proposed administrative and marketing budget costs appear reasonable. On
these matters, the AG supports the recommendations of CUB witness Mr. Thomas related to capping such
costs.

3. CUB's Position

CUB argues that because all of Ameren’s proposed Plan programs are funded by ratepayer money, it is
important that as much of that money is spent on program costs which include actual incentives that result
in energy savings. For this reason, CUB recommends that the Commission adopt a consistent definition
of “administrative costs” so that it can monitor how much any utility is spending internally rather than on
direct program administration. Ameren defines “administrative costs” as costs “associated with labor,
time, materials and other direct costs necessary to manage the overall portfolio.” CUB accepts that
definition with one modification: the phrase “internal to the utility” should be included at the end, a
proposal CUB says was accepted by Ameren. While the Commission should not strictly cap
administrative costs, CUB claims such costs should be held at approximately 5% of the total portfolio, the
level estimated by Ameren in this case. CUB contends that doing so will help ensure that as much of
ratepayers money as possible is spent on achieving actual energy savings.

CUB says Ameren’s marketing budget for its integrated portfolio is $1,101,821,
$1,128,404, and $1,149,227, for each Plan year, representing 2.5% of total portfolio costs. As
with administrative costs, and for the same reasons, CUB believes monitoring marketing costs is
necessary and appropriate to ensure that ratepayer dollars are wisely spent. CUB contends that
utilities have an incentive to market the programs more heavily than they need to be due to the
goodwill energy efficiency programs engender to the utility brand.
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CUB asserts that contrary to Ameren's suggestion, it not requesting an “arbitrary limit”
on marketing costs, only that Ameren provide information about what is included in its
“marketing costs,” and what those costs are for each Plan program. CUB argues that not only is
it reasonable for the Commission to require this information, but essential for it to receive this
information to evaluate whether Ameren is using its available ratepayer funding in the most cost-
effective manner. CUB recommends that the Commission order Ameren to report annually on
marketing costs for each of its residential and business programs, and make the report available
to SAG members for review. According to CUB, an annual report will give the Commission and
SAG an opportunity to review marketing costs and allow SAG to be more effective as an
advisory group.

E. Program Recommendations and Concerns
1. Motors Measure

a. Ameren's Position

Ameren states that Plan 2’s Business Standard Incentive program is designed to promote
the installation of energy efficient technologies including lighting, motors, HVAC, and
refrigeration in nonresidential properties. Ameren says a separate marketing effort will target the
motors market in an attempt to transform a historically inefficient marketplace. Ameren states
that according to the Cadmus Study, the long-term energy savings associated with the installation
of National Electrical Manufacturers Association ("NEMA") Premium motors for Ameren's
service territory is approximately 500 gigawatt-hours ("GWh"). Ameren indicates that the
motors measure is designed to create pull through marketing for NEMA Premium motors.
Ameren asserts it is behavior-based to create long-term persistence. It is technology-based to
create short-term opportunities for the retrofitting of existing inefficient motors through
innovative marketing programs. Ameren contends it is also designed to create long-term
opportunities to replace inefficient motors with NEMA Premium motors through attrition.
Ameren believes the motors measure is an appropriate part of its overall Business Standard
Incentive program and should be approved.
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b. AG's Position

The AG believes Ameren's proposed motors program is inappropriate because federal
standards are going into effect on December 19, 2010 that require NEMA Premium motors and
eliminate most inefficient motors. The AG says Ameren’s plans put a heavy emphasis on motor
savings. The AG claims that 24% of Ameren's Standard program is planned to come from
NEMA Premium motors. The AG also says over the three year plan Ameren expects to spend
$8.6 Million just on motor incentives in this program. This reflects 23% of the total program 3-
year budget and does not include any non-incentive costs for marketing motors, coordinating
with trade allies, doing technical assistance studies, or administrative or other costs. According
to the AG, actual costs attributable to motors in this program are even higher. In addition, the AG
says Ameren appears to also be promoting motors very heavily in its C&I Custom program, with
an additional $4.2 Million of incentive expenditures. Finally, it appears to the AG that Ameren
is proposing to provide rebates that reflect roughly 100% of incremental costs, which is
excessive even if this market made sense to pursue, which it does not.

The AG argues that because of the federal standard, Ameren will effectively be spending
a large amount of resources to encourage customers to buy motors at the minimum efficiency
level allowed by law. The AG insists this will result in huge numbers of free riders, and actual
net kWh savings are likely to be very low. In addition, the AG asserts there are no long-term
benefits because customers will have to purchase these NEMA Premium motors anyway.
According to the AG, the federal standard only addresses motors from 1 to 200 horsepower. The
AG suggests it is possible Ameren’s intent is to only promote larger motors not covered by the
standards; however, the AG says Ameren presented no evidence of this in its plan.

The AG believes that while it may make sense to encourage customers to replace their
existing inefficient motors early, assuming it is cost-effective, the AG still has concerns. The AG
says because ultimately these customers will replace their older motors anyway, aggressive
retrofit of older motors may simply capture savings a few years early rather than provide
significant long term savings, and would likely be very costly. From the program description it
appears to the AG that Ameren is mostly focusing on new motor purchases. For example, the AG
indicates that Ameren says the program will “attempt to transform a historically inefficient
marketplace.” The AG repeats that the federal standard has already locked in this market
transformation starting in just a few weeks. The AG indicates that Ameren also goes on to talk
about barriers to purchases of new motors that generally refer to equipment replacement at time
of burn out issues.

According to the AG, it should be noted that Ameren does reference an additional
incentive or “bounty” that appears to target the early replacement market. However, it seems to
the AG that most of these program resources are simply going to promote purchase of the
minimum efficiency allowed by law. The AG urges the Commission to adopt a very limited and
targeted upstream strategy for motors targeted only at customers with large motors that plan to
rewind (repair) old motors rather than replace them. However, the AG suggests this would
require a significantly redesigned delivery strategy working directly with rewind shops to avoid
customer gaming.
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2. Behavior Modification

a. Ameren's Position

Ameren proposes a Behavior Modification program limited to 50,000 customers pending
evaluation of the results of a prior pilot program. Ameren indicates that the program includes
HER which provide customers with a profile of their energy use, energy efficiency tips, portfolio
program information, and a comparison of their energy usage to their neighbors, encouraging
reduced energy use, achieving both gas and electric energy savings. Ameren also says a
customer web portal will provide customers with additional energy efficiency information.
Ameren asserts that customers will be able to compare their bills over time, see a more
comprehensive list of energy savings actions that they can take, and create a personal action plan
to help them set and meet energy savings goals. Ameren claims the program is highly cost-
effective, with a TRC result of 1.89. Ameren says it also produces both electric and gas savings.
Ameren recognizes that the program is relatively new and unproven and believes that limiting
participation to the pilot program is a responsible manner of incorporating this promising
program into Plan 2.

b. AG's Position

The AG is concerned that Ameren's HER program targets behavior modifications that
may not persist and, in the AG's view, is a relatively costly program on a per kWh levelized cost
basis compared to other efficiency resources.

The AG argues that because the behavioral savings do not depend on durable changes to
equipment hardware, but rather changes in behavior, and because these programs are very new, it
is unclear whether these behaviors will persist once the mailings are discontinued. According to
the AG, Ameren and its implementation contractor are assuming they would not persist, and that
the mailing would need to continue each year to maintain the savings. Given the tight budgets
and resource trade-offs necessary to meet goals, the AG believes any funds spent on the HER
program will reduce more permanent efficiency savings. While even temporary reductions in
energy use have value, the AG contends they are much less valuable than permanent reductions.

The AG says that while the costs of the HER program at first glance seem to be some of
the least expensive in Ameren’s portfolio, the AG insists they are not. The AG argues that while
on a cost per annual KWh saved they are quite inexpensive, because they only have a one-year
lifetime, Ameren would need to pay these costs each and every year to maintain the savings.
Compared to other programs which will promote measures that can last for 10 years or longer,
the AG asserts the cumulative costs over 10 or 20 years to maintain these savings are actually
some of the most costly in Ameren’s portfolio.

In the AG's view, it is understandable that Ameren relies on the HER program for energy
savings, given the Act’s establishment of only annual incremental electricity savings goals and
rate caps. According to the AG, while the HER program does not offer inexpensive long term
value, it does dramatically help Ameren to meet annual electricity efficiency targets at relatively
low annual costs. Cognizant of that fact, the AG recommends that the Commission allow
Ameren to pursue this program for now in PY4. However, the AG believes greater reliance on
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this strategy in the future would not be in the best interests of ratepayers. Therefore, the AG
suggests that this issue should be considered going forward, in the context of any changes to
Ameren’s plans and the legislation, to ensure that limited resources are expended most
effectively. The AG believes it may also be appropriate to put a cap on the amount of reliance
on HER programs in connection with Ameren’s flexibility to modify its plans to ensure that
significant additional funds are not shifted to this program during the plan period.

c. CUB's Position

CUB suggests that the Commission recommend the independent evaluators apply what
the California Manual refers to as “Experimental Design,” which provides a transparent
framework and minimizes evaluation costs at scale, to Ameren’s Residential behavior
modification programs. CUB states that Experimental Design analyzes the electricity usage of
program participants compared to a control group to determine actual electricity savings based
on meter data that normalizes for all relevant exogenous factors affecting electricity usage. CUB
believes that because the evaluation mechanism is custom fit to the individual program,
Experimental Design, which CUB claims is recognized as a superior form of EM&V,
significantly increasing the accuracy of electricity savings, providing the added advantage of
tracking savings on a regular basis for purposes of truing-up incentives by including the
following conditions:

Trackable program participation,
Standard statistical parameters for measuring electricity savings,
Robust control group parameters, and

No double-counting of savings claimed by other programs, such as traditional deemed
savings programs.

In order to appropriately apply Experimental Design, CUB contends that participant
sample size parameters should be standardized and standard statistical parameters should also be
applied to the difference of differences equation used to calculate net program savings. CUB
says Ameren has agreed to apply Experimental Design to the isolate and evaluate the impact of
behavioral messaging on the test group used in the Residential Behavioral Modification program.
CUB maintains that the Commission should recommend the independent evaluator assigned to
Ameren work with the SAG to develop Experimental Design guidelines and ensure transparent
and consistent methods for determining electricity and natural gas savings. CUB says the
evaluator should maintain a master database of participation, billing, and control group data in
order to ensure savings are verified in an independent and timely manner. According to CUB,
the costs involved with exporting the appropriate data to the independent evaluator must be
controlled by Ameren so that the costs do not exceed the 3% EM&YV threshold.

3. Home Energy Performance

a. Ameren's Position

Ameren indicates that its Home Energy Performance program (“HEP”) focuses on
educating residential customers about energy use in their homes and offering information,
products, and services to residential customers to effectively save energy costs. Ameren states
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that this program performs direct installation of energy saving measures (such as CFLs, aerators
and showerheads) and allows the customer to identify and implement cost-effective energy
efficiency upgrades and practices, as well as providing another entryway for customers to take
advantage of Ameren's entire portfolio of residential energy solutions. Ameren adds that a
subset of this program is a home retrofit program for moderate income customers who do not
otherwise qualify for low income programs. Ameren says it utilizes extensive research, both
with individual users and based on existing programs with hundreds of thousands of homes
across the country, to determine how well recommendations resonate with customers and how
effective each recommendation is at driving action. While a higher cost per kWh program,
Ameren believes that HEP is a valuable and important part of its efficiency portfolio and
illustrates its commitment to installing persistent energy savings measures.

b. NRDC-ELPC's Position

Ameren offers two “whole-house” retrofit programs, but NRDC-ELPC say its program
design assumes that the vast majority of the homes that undertake an audit will not actually
install measures beyond CFLs and faucet aerators. According to NRDC-ELPC, Ameren is
assuming that its RES Home Energy Performance and RES Moderate Income Retrofit Programs
will leave substantial savings on the table that could be captured if the programs were redesigned
to result in installation of wall insulation, air sealing and HVAC improvements. NRDC-ELPC
estimate that under its current design, Ameren’s whole-home programs will result in less than
one percent of audited houses installing wall insulation, and less than 2% installing air sealing
measures. This estimate was based on the assumption that the total number of audits would total
at or near 6000. Subsequently, through a data request, the actual number of audits was
ascertained to be nearly 7800 for the Residential HEP program and 4114 for the Moderate
Income Retrofit program. Therefore, NRDC-ELPC say an even smaller percentage of audited
homes than was first estimated are projected by Ameren to install the durable measures
recommended by the audit. NRDC-ELPC believe that a combination of more aggressive
incentives and attractive financing could reasonably be expected to increase these install rates to
30% or better.

In NRDC-ELPC's view, it is critical to understand the implications of a comprehensive
whole-home audit program that fails to result in installation of the cost-effective measures.
NRDC-ELPC states that fixed costs of the program that are associated with marketing and
conducting the audits are spread across the resulting savings. If Ameren incurs these costs and
achieves only the most cost-effective savings at each house, then NRDC-ELPC assert that the
cost of marketing the same programs and returning to the same houses later to achieve the more
durable savings may not pass the cost-effectiveness test. NRDC-ELPC also contends that once a
customer has participated in a whole-home retrofit program once, he or she is likely to assume
that they have taken all the actions that make sense economically, even if in fact they have not.
NRDC-ELPC argue that marketing efficiency programs to these households becomes more
difficult and more costly.

According to NRDC-ELPC, Ameren answers criticism of this program by stating that it
is working with the Midwest Energy Efficiency Alliance to adapt the program to capture more
comprehensive savings over time. NRDC-ELPC complain that Ameren fails to state how the
program will adapt over time, or why additional time is needed, or how it will address the lost
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opportunities created by its failure to optimize the program in this planning cycle. NRDC-ELPC
suggest that the failure of these whole-home programs to maximize the cost-effective savings it
identifies through audits is simply not justifiable.

NRDC-ELPC urge the Commission to require Ameren to modify both its RES Home
Energy Performance and RES Moderate Income Retrofit Programs so that the programs result in
substantial savings beyond just the projected CFL and faucet aerators including air sealing,
insulation and HVAC improvements. NRDC-ELPC also assert that Ameren could do so by
increasing the proportion of the program budget and savings that would be attributed to the gas
programs, to be more consistent with ComEd’s joint home performance program for which an
estimated 85% of the budget will come from the gas utility, compared to only 26% for Ameren.
NRDC-ELPC urge the Commission to require Ameren to follow the recommendation that
Ameren should increase the natural gas funding for the program while holding the electric
funding constant so as to match the ratio of natural gas customer to all electric heat customers in
Ameren’s service territory.

F. Commission Analysis and Conclusion

Ameren requests that the Commission grant it the flexibility to adjust all portfolio
elements as need to achieve portfolio success. Staff supports Ameren's proposal, which it says
proved successful in the first plan. While both the AG and NRDC-ELPC generally support the
concept that Ameren should be granted flexibility, they recommend restrictions on Ameren's
flexibility. As discussed elsewhere in this order, the SAG has proved quite effective thus far and
Ameren insists it is committed to continued participation in the SAG. Additionally, it does not
appear that any party is suggesting that Ameren has abused the flexibility that the Commission
has thus far granted it. Were Ameren to abuse the flexibility granted it, the Commission would,
of course, take steps necessary to address such a situation. Given the that Ameren is ultimately
responsible for achieving portfolio success, and the other circumstances present, it is not clear
that the limitations on Ameren's flexibility proposed by the AG or NRDC-ELPC are necessary,
at this point in time. The Commission once again grants Ameren the flexibility to administer its
programs in the same manner and subject to the same requirements that it has been granted to
administer its previous plans. (See, Final Order, Docket No. 07-0539, Order at 26, (Feb. 6,
2008)) The Commission believes the level of flexibility granted in Plan 1 is sufficient to address
Intervenors' concerns and therefore approve the same level of, and application of, flexibility as
granted in Docket No. 07-0539.

Ameren, Staff, and CUB recommend that the role of the SAG continue essentially
unchanged. In contrast, the AG recommends that the SAG be the decision-making party on
broad EM&YV issues. Among other things, the Commission is concerned about the suggestion to
grant stakeholders decision-making authority, as it raises the possibility of a deadlock, and gives
rise to the possibility of conflicts of interest arising in the context of delivering the optimal
programs and measures to the ratepayers. Finally, it appears that granting stakeholders decision-
making authority would be inconsistent with the rationale articulated in the Final Order in
Docket No. 07-0539, and the original intent of the group, which was for it to be advisory only,
and which has been effective. The Commission finds that extending decision-making authority
to the SAG is not appropriate at this time. The Commission expands the Illinois Energy
Efficiency SAG to cover the gas energy efficiency programs, which is consistent with the
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approach that Ameren and the SAG have already been taking. In addition, the SAG is directed
to file the reports related to its responsibilities articulated in this Order, via the Commission's e-
Docket system in Docket No. 10-0568.

With regard to banking savings, Ameren has suggested that to the extent ComEd is
allowed to bank savings, Ameren should be granted the same ability. The Commission finds no
reason that Ameren and ComEd should be treated differently with regard to banking savings.
The Commission grants Ameren the ability to bank savings to the same extent such ability is
granted to ComEd in Docket No. 10-0570.

With regard to administrative and marketing costs, it is not entirely clear if there is a
dispute between Ameren, the AG, and CUB. The Act requires that energy savings targets must
be achieved within the spending limits set forth in Sections 8-103(d) and 8-104(d); resources
dedicated to evaluation may not exceed 3% of portfolio resources; and no more than 3% of
expenditures on energy efficiency measures may be allocated for demonstration of breakthrough
equipment and devices. To the extent requested by any party, the Commission declines to
extend spending limits to categories of costs not set by the Act. CUB's requests that the
Commission direct Ameren to provide an annual report on marketing costs for each residential
and business program to SAG members. Given that the SAG appears to be functioning in an
effective manner as a cooperative process, the Commission is not inclined to insert itself into that
process at this time. Nevertheless, the Commission encourages Ameren and CUB to use the
SAG process to address this issue, to the extent there is disagreement, and ensure that Ameren
complies with the requirements to Sections 8-103(d) and 8-104(d) of the Act.

The AG has expressed concerns with Ameren's proposed business motors program.
While acknowledging that it makes sense to encourage customers to replace existing inefficient
motors early, the AG urges the Commission to adopt a very limited program targeted only at
customers with large motors that plan to rewind rather than replace them. Were the Commission
to adopt the AG's recommendation, the AG believes it would require a significant redesigned
delivery strategy. While Ameren's brief suggests that it appreciates the AG's concern, it
apparently did not appreciate it enough to respond in testimony. The Commission finds that the
record supports the AG's proposed modification of Ameren's proposed motors program and
Ameren is directed to do so.

Ameren has proposed a behavior modification program limited to 50,000 customers
pending the evaluation of the results of a prior pilot program. Both the AG and CUB express
concerns with Ameren's proposal, although the AG indicates that it understands why Ameren has
proposed such a program. CUB recommends that Ameren expand this program to the same level
as ComEd's Home Energy Reports program, and include a RFP process to solicit new ideas from
third parties. The Commission review of the record indicates that the proposal has the potential
to assist Ameren in meeting the energy efficiency goals. While the behavior modification
program is not without its shortcomings, the Commission believes increasing the program to the
level of ComEd’s Home Energy Reports program is a reasonable proposal. Moreover, CUB’s
suggestion to include a RFP process to solicit new ideas is a sound one to ensure that the
program continues to provide innovative ways for Ameren to meet its future goals and is hereby
adopted as well. CUB's suggestion to apply the California Experimental design should be
applied by Ameren’s independent evaluator to these programs.
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As discussed above, Ameren's plan includes a HEP program for residential customers.
NRDC-ELPC urge the Commission to require that the HEP program be modified to produce
greater energy savings. While the Commission believes NRDC-ELPC's goals are laudable, it is
not clear how the Commission or Ameren can achieve them. Unfortunately, NRDC-ELPC's
recommendations lack sufficient detail to allow the Commission to adopt them in this
proceeding.

V. ProposeD RIDER EDR AND GER

Ameren proposes continuation of Rider EDR as approved in Docket No. 07-0539 and
slight modifications to Rider GER to include 3 separate rate groups
A. Appropriate Rate Groups for Cost Recovery

1. Ameren's Position

Ameren indicates that Rider GER only applies to Residential and Small General (GDS 1
and GDS 2) customers; however, Section 8-104(c) of the Act requires that natural gas customers
be eligible for energy efficiency measures and responsible for cost recovery beginning June 1,
2011, except for customers exempted in subsection (m) of Section 8-104. In order to allow for
equitable recovery of program expenditures, Ameren proposes three rate groups: Residential
(GDS 1), Small Commercial and Industrial (GDS 2 and GDS 3), and Large Commercial and
Industrial (GDS 4, GDS 5, and GDS 7). Under Ameren's proposal, a separate cost recovery
charge would apply to each rate group.

2. Staff's Position

Staff believes that the three rate groups, as defined by Ameren, are appropriate for the
recovery of energy efficiency costs. Staff also concludes that Ameren's proposal to recover its
energy efficiency costs from the three rate groups defined in Mr. Schonhoff’s testimony is
appropriate and recommends that the proposal be approved.

B. Reasonableness and Prudence Language in Riders EDR and GER
1. Ameren's Position

Ameren states that as set forth in Section 8-103(f) of the Act, all costs recoverable
through the riders must be reasonably and prudently incurred. Ameren believes there is no
dispute that costs recovered through the riders should be prudently and reasonably incurred.
However, Ameren insists that the language proposed by Staff is unnecessary. Staff believes the
prudency and reasonableness of costs recovered under the riders should be determined in the
annual reconciliation proceeding. Ameren argues that the reasonableness of costs and decisional
prudence of the costs incurred and recovered through the riders are being determined in this
proceeding. In determining whether to approve Ameren's petition, Ameren asserts the
Commission is considering many factors, including but not limited to the efficiency of Plan 2,
whether it meets savings goals, whether it meets peak demand reduction goals, whether it saves
consumers money, and whether the portfolios’ designs are acceptable. In essence, this docket is
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devoted to determining the decisional prudence of Plan 2, and the reasonableness of its resultant
costs.

Ameren also claims that the law already provides for independent annual and full three-
year period reviews and evaluations of Ameren's and the DCEQ’s portfolio and program
impacts. Ameren contends that during a reconciliation proceeding, it should be sufficient to rely
on these independent reports to determine if any managerial imprudence exists during the
execution of Plan programs. In Ameren's view, to include the reconciliation language would be
redundant and create needless litigation.

Ameren also argues that the proposed language is unworkable in practice, and if
accepted, must be modified to reflect the realities of the EM&V process. The rider, as written
now, requires that Ameren complete an annual audit report to be filed at the Commission by
September 30, subsequent to the completion of a Program Year. Ameren says such testimony
would need to allow for proper review of the independent evaluations. Staff recommends
requiring testimony to be filed by September 30, which Ameren claims would not provide
adequate time to develop such testimony. At the earliest, Ameren says it could file testimony by
the later of October 31, or 35 days after it receives the final copies of the independent
evaluations.

2. Staff's Position

Staff believes Riders EDR and GER should be modified to include language that requires
testimony by Ameren in the annual Energy Efficiency Reconciliation Dockets attesting to the
reasonableness and prudency of costs recovered through the Riders. Staff says that while it and
Ameren agree that only reasonable and prudently incurred costs should be recovered through the
Riders, Ameren asserts that no testimony attesting to the reasonableness and prudency of costs
should be required in a reconciliation proceeding.

According to Staff, Ameren has inferred that if the Commission approves the energy
efficiency plans, then all costs recovered through the Riders are pre-approved. Staff thinks this
is incorrect because there is no pre-approval of costs. Staff argues that costs remain subject to a
prudency review in annual Reconciliation Dockets, and that Ameren continues to bear the burden
of demonstrating that the costs incurred were in furtherance of the Plan’s goals. During the
annual reconciliation proceeding, Staff says the costs recovered through the Riders will be
examined and deemed reasonable and prudent if, and only if, Ameren is able to demonstrate that
the costs were incurred for the implementation or administration of the Plans.

Staff repeats that Riders EDR and GER should include specific language in the tariffs
that requires Ameren provide testimony in annual Energy Efficiency Reconciliation Dockets
attesting that all costs recovered through the Riders were prudently and reasonably incurred.

C. Incentive Compensation

1. Ameren's Position
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Ameren says it currently does not have any incentive compensation in Plan 2. Ameren
states that as defined in the riders, incremental employee compensation (including incentive
compensation) is not included in the expense used to determine existing base delivery service
rates in general rate cases. Ameren argues that excluding incentive compensation from the rider
recovery mechanism would provide for less than full recovery of administering energy efficiency
programs as it would not be recovered in a general rate case or through Riders EDR and GER.

If the Commission determines the recoverability of incentive compensation costs at this
time, Ameren argues this determination can only be made on the facts before it. Ameren says it
has proposed a compromise where the level of incentive compensation expenses recovered
through Riders EDR and GER be limited to the level of incentive compensation percentage
allowed in the most recent general rate case proceeding. In Ameren's view, this approach is an
easy way to determine the adequate amount of incentive compensation and addresses Staff’s
concerns that incentive compensation not become a major issue in reconciliation proceedings.
Ameren states that in its final order in Docket No. 09-0537, the Commission approved
$3,264,231 of incentive compensation. Based on total incentive compensation expenses of
$4,690,185, Ameren says the Commission allowed 69.6% of incentive compensation to be
recovered by ratepayers. In order to reduce confusion, complication, or litigation, Ameren
suggests the Commission could therefore award Ameren the same percentage of recovery in
Riders EDR and GER.

Ameren insists that a blanket prohibition on recovery of incentive compensation is
inappropriate. According to Ameren, recent Commission decisions hold that costs related to
incentive compensation are recoverable in rates if the utility demonstrates a tangible benefit to
ratepayers. Additionally, Ameren asserts that the principle that a utility should recover its
prudent and reasonable costs of service is well-established. Ameren argues that it is settled law
that employee salaries are operating expenses and, as such, are recoverable in full so long as they
are prudent and reasonable. Factors that the Commission considers when determining whether
incentive compensation costs are recoverable include whether the incentive compensation plan
has reduced expenses, whether it has created greater efficiencies in operations, and whether it
can reasonably be expected to provide a net benefit to ratepayers. In other words, Ameren says
the Commission’s inquiry into the appropriateness of incentive compensation recovery is highly
fact-specific and depends on the details of a particular measure.

According to Ameren, Staff extrapolates the language in Docket No. 09-0263 to conclude
that the Commission should always, as a matter of course, deny recovery for incentive
compensation in riders. Ameren asserts that Staff ignores the Commission’s holding that
whether incentive compensation recovery should be in a special program should be, and will be,
determined on a case-by-case basis. Ameren says the Commission’s rejection of ComEd’s
proposal was based on specific factors in that proposal. Ameren asserts that the ComEd case
militates against Staff’s request that the Commission broadly rule on a hypothetical measure.
Ameren asks that the Commission reserve judgment until a time when it can make its
determination on a case-specific basis.

Ameren believes that the denial of recovery in Docket No. 09-0263 was based on several
specific factors that will not be present if Ameren ever hires employees under Plan 2 who fit
under the definitions of incremental cost in the riders. Ameren contends that there is no reason
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to believe that if Ameren ever institutes an incentive compensation measure, it will not provide
evidence or tie its recovery request to operational metrics. Ameren urges the Commission not to
derive a general principle of exclusion from a decision it based on narrow grounds that are not
present in this case.

Ameren states that ComEd’s Rider AMP was a voluntary program, wherein ComEd
chose to incur costs related to the program. Ameren notes that electric and gas energy efficiency
programs, on the other hand, are mandated by law. Ameren adds that the law also provides for
recovery of energy efficiency and demand response program costs. Ameren asserts that because
incentive compensation can be one of these costs, it would be improper to dismiss recovery of
such costs outright because it would make matters more complicated.

Citing Sections 8-103(e) and 8-104(e) of the Act, Ameren argues that read together, these
provisions indicate that the Act contemplates that any incentive compensation can costs be
recovered in riders, and not solely through base rates. Ameren claims that Subsections (e)
provides for the use of riders through which a utility is allowed to recover the costs of its energy
efficiency and demand response measures. According to Ameren, the Act specifically notes that
this tariff “shall be established outside the context of a general rate case.”

Ameren notes that Section 8-103(e) provides that the types of costs that may be
recovered: “costs estimated for . . . the utility’s . . . implementation of energy efficiency and
demand response measures.” Ameren insists that incentive compensation costs must be defined
as “implementation costs” because they relate directly to Ameren employees implementing its
energy efficiency and demand response costs. Ameren believes the Act provides that they can be
recovered through the proposed riders such as Rider GER and EDR, and not solely through base
rates, as Staff suggests.

2. Staff's Position

Staff believes that the recovery of incentive compensation costs should be excluded from
Riders EDR and GER. Staff notes that Ameren avers that there are no incentive compensation
costs budgeted in the proposed Plan. Staff states that if no incentive compensation costs for
Ameren employees are included in the proposed Plans, then the recovery of such costs through
the Riders would not be reasonable and prudent.

Staff recognizes that Ameren may hire incremental employees in the future to administer
the Plans. The expenses for those incremental employees would be a modification to the Plans
as they are currently proposed. Staff says such modifications would void any prior
determination by the Commission of the decisional prudence of the Plans. In addition, Staff
claims the Commission has previously determined that an annual reconciliation proceeding is not
the appropriate place for litigating the issue of incentive compensation. Staff contends that
should Ameren seek recovery of future incremental incentive compensation expense for energy
efficiency employees, then the three-year energy efficiency plan filing should include an
incentive compensation plan which demonstrates ratepayer benefits in the context of energy
efficiency. Thus, Staff claims the decisional prudency of Ameren'’s incentive compensation plan
for energy efficiency employees could be litigated once every three years, rather than annually in
the reconciliation proceedings. Therefore, Staff believes only the amount of costs incurred
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would be subject to a prudency review during the annual reconciliations. Staff maintains that the
Riders should be modified to include language that excludes the recovery of costs which are not
included in the Plans.

3. AG's Position

The AG supports Staff’s recommended removal of incentive compensation from any
costs to be recovered through riders EDR and GER for the reasons stated in Staff’s testimony.

D. Commission Analysis and Conclusions

Beginning June 1, 2011, Ameren has proposed to recover costs from three rate groups:
Residential (GDS 1); Small Commercial and Industrial (GDS 2 and GDS 3); and Large
Commercial and Industrial (GDS 4, GDS 5, and GDS 7). Ameren proposes a separate cost
recovery charge for each of the three rate groups. Staff agrees with Ameren's proposal and no
other party objects. The Commission finds Ameren's proposal to reasonable, consistent with the
statutory requirements and it is hereby approved.

Staff has proposed that Riders EDR and GER include language indicating that the
Ameren must provide testimony regarding the reasonableness and prudence of costs in each
annual reconciliation process. Ameren objects to the proposal, claiming among other things that
it has operational problems. In essence, Ameren argues that this proceeding will determine
whether it makes prudent decisions and whether the costs it incurs to implement the plan are
reasonable. The Commission believes that despite Ameren's assertions to the contrary, it could
make imprudent decisions or incur unreasonable levels of costs in implementing the Plan
approved in this proceeding. The suggestion that this is not true is misguided. As a result, the
Commission finds Staff's proposal to be reasonable. The Commission, however, concludes that
Ameren is correct with regard to the filing date and finds its proposed modification of Staff's
recommendation to be reasonable.

Staff believes that the recovery of incentive compensation costs should be excluded from
Riders EDR and GER. Ameren objects to Staff's proposal. The Commission finds the
suggestion that it should reach conclusions regarding incentive compensation in this proceeding
to be misguided. The Commission need not, and should not, make any findings regarding this
issue in this proceeding.

VI. DCEO PLAN

The DCEO states that its portion of the overall portfolio covers the same areas that it did
in its first three year electric efficiency plan: the public sector (municipal, K-12 schools,
community colleges, universities and State and Federal facilities), the low-income sector, and
market transformation programs. DCEO will serve the public and low-income sectors with
incentive programs that provide grants or rebates to those consumers that choose to participate in
different energy efficiency programs. DCEO states that the market transformation programs are
included to support both DCEQO’s and the utilities’ incentive programs in the short term and to
ensure the long-term viability of the Portfolio as a whole by educating consumers and training
building industry professionals in the merits and functionality of energy efficiency.
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According to DCEO, these areas were chosen based on the following factors:

Statutory requirements that apply directly to DCEO;

Statutory requirements that DCEO has agreed to implement;

Considerable planning and coordination with the utilities;

DCEOQO’s experience with energy efficiency programs and the SAG,;

DCEO’s ability to leverage its current programs and sister Agency partnerships;

DCEOQ'’s ability to provide energy savings toward meeting the goals of the three

year plan;

o The need to position Illinois to meet the longer term requirements by developing a
robust energy efficiency services industry; and

. Facilitating program flexibility to allow funds to be shifted to successful programs

from underperforming ones.

DCEO indicates it must offer programs to municipalities, schools and community
colleges as a result of the statutory requirement. DCEO believes it is reasonable to add programs
for universities and State of Illinois and federal facilities due to their similarities to the listed
programs and because DCEO already has developed good working relationships with university
administrators and other State agencies. DCEO also asserts that because of the cost effectiveness
of these public sector programs, DCEO has placed significant emphasis on these programs in
order to meaningfully contribute to the kWh savings targets and to meet its statutory 20% gas
energy savings goal.

With respect to the low-income sector, DCEO says it became apparent in the planning
discussions with the utilities that it would make sense for DCEO to manage the low-income
programs. DCEO states that a number of other State agencies (DCEO Weatherization, Illinois
Housing Development Authority, etc.) also support low-income consumers and DCEQ’s ability
to work closely with these other State agencies will facilitate providing services to this sector.
DCEO says that it has long managed successful low income programs both under the electric
portfolio and independently, and believes it is natural for DCEO to build on these programs for
additional contributions to the overall portfolio.

DCEO states that the need to develop a robust efficiency services market led it to include
market transformation programs despite the difficulties in measuring and proving the resulting
energy savings. Even though these programs do generate direct energy savings, DCEO says
most will not be attributed to these programs in order to avoid double counting between them
and the utility and DCEO incentive programs. DCEO claims that some of these programs, like
the Smart Energy Design and Assistance Program and the Building Operator Certification
Program, were shown to have discreet savings attributable to them, and DCEO has included
these savings as part of its plan. Broadly, DCEO says the market transformation programs are
designed to drive customers to both DCEO’s and the utilities” incentive programs within the
overall portfolio. Because the market transformation programs work with design, engineering,
and construction professionals active in both the public and private sector markets, DCEO
believes it is most efficient for one entity to administer such programs for all sectors.
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DCEO asserts that because it will need the flexibility to make modifications to its
programs and plan, it limited the types of programs that would be offered to the three major areas
of public sector, low-income and market transformation. In this way, DCEO claims it will be
able to shift resources more easily within these categories as needed during this next three-year
plan. DCEOQ believes its Plan meets all of the applicable statutory criteria.

DCEO indicates that the overall Portfolio of energy efficiency programs must be “cost
effective” as defined by the Act. DCEO states that the combined portfolio of utility and DCEO
programs (excluding the low-income programs described in subsection (f)(4)) has to meet the
TRC test.

DCEO says it performed the TRC on its overall portfolio as well as individual programs.
DCEO asserts that the portfolio passes the test. DCEO says the low-income programs do not
have to be included in this test. DCEOQ indicates it endeavored to make its programs pass the
TRC as an indication of their cost effectiveness; DCEO says this in no way should imply that it
believes that individual measures or programs are required to pass the TRC. DCEO says its
portion of the portfolio meets this requirement.

According to DCEOQ, the electric and gas portfolios both effectively assign DCEO 25% of
the available EEP funding to support its energy efficiency programs under Sections 8-103(e) and
8-104(e) of the Act. This budget, DCEO says, is constrained by the rate impact caps placed on
both the electric and gas portfolios. DCEQ’s claims its portion of the portfolio meets this
requirement.

Section 8-104(e) requires DCEO to coordinate implementation of its electric and gas
efficiency measures and to integrate delivery of its efficiency programs. DCEO claims all of its
programs will seamlessly offer both electric and gas measures. For some programs, DCEO says
that will mean that consumers will apply to the same program for both gas and electric efficiency
measures. For others, DCEO states that a single incentive will be offered that covers both electric
and gas savings.

As a result of integration, DCEO contends that every aspect of the planning and design of
its portfolio has been merged together. DCEO asserts that it is impossible to separate its
portfolio analysis into its component parts. DCEO states that individual budgets can, and must,
be kept separate to avoid cross subsidization between utilities. However, DCEO insists that
calculation of TRC, development of marketing and outreach strategies, formulating the impact of
targeted sectors and computation of program metrics cannot be analyzed independently. DCEO
claims its portion of the portfolio meets this requirement.

Sections 8-103(e) and 8-104(e) state that a “minimum of 10% of the entire portfolio of
cost-effective energy efficiency measures shall be procured from units of local government,
municipal corporations, schools districts and community colleges. The Department [DCEQ] shall
coordinate the implementation of these measures.” DCEO says because it receives 25% of the
funding to meet the overall savings targets and because 10% of the overall budget is to be spent
on municipalities, schools and community colleges, this obligates 40% of DCEQ’s total budget
for these groups. DCEO claims its portion of the portfolio meets this requirement.
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Under the gas statute, DCEO indicates it is required to contribute 20% of the overall gas
savings reduction goals. DCEO states that while the electric efficiency portfolio includes no
specific electricity savings target for DCEO, DCEO believes it must contribute meaningfully to
the overall electric savings goals.

The most cost effective of its programs, DCEO contends, are the incentive programs
targeted at the public sector. DCEO claims its summary budget demonstrates that a significant
portion of DCEQ’s budget is allocated to these programs. DCEO says its portion of the portfolio
contains a mix of more cost effective programs (like “Public Sector Prescriptive”), less cost
effective low income programs, and the market transformation programs that have few, if any,
direct energy savings. As a result, when deciding the extent to which certain programs would be
supported, DCEO asserts it ensured that it could contribute meaningfully to the overall kWh
savings goals and meet its goal of 20% of the overall gas savings requirement within the rate
impact caps. DCEO believes its portion of the portfolio meets this requirement.

The statute requires that the utilities cooperate with DCEOQ to offer a portfolio of energy
efficiency programs targeted to households at or below 80% of area median income ("AMI") at a
funding level equal to the proportionate share of the amount paid by those households that pay
for electric and/or gas service at or below 150% of the federal poverty level. While not DCEQO’s
statutory obligation, DCEO has agreed to implement programs targeted at the low income sector.

DCEO says it calculated this proportionate share using reliable data. DCEO says low
income customers’ proportionate share averages 6% for electricity and 7.3% for natural gas. The
share ranges from 4.4% to 10.4% depending on the utility territory. For Ameren, DCEO says the
low income share is 7.1% for electricity and 10.1% for natural gas. In order to comply with the
statutory mandate to offer programs to low income households based on their proportionate
share, DCEO says these percentages should be applied to the total portfolio budget in each utility
territory to determine the budget targeted towards low income customers. The budgets included
in DCEQ’s plan covers these shares for each of the utilities.

The natural gas statute also provides that: “Five percent of the entire portfolio of cost-
effective energy efficiency measures may be granted to local government and municipal
corporations for market transformation initiatives.” DCEO says the natural gas efficiency
portfolio statute’s reference to providing funding for municipalities to provide market
transformation programs further influenced DCEQO’s planning. In its 2007 electric efficiency
plan, DCEO offered a series of market transformation programs designed to provide training and
assistance to a variety of public and private groups to support the overall electric portfolio. Given
the new language in the gas statute, requests from municipalities for enhanced implementation
assistance, and feedback received from the evaluators, DCEO plans to provide further support to
public sector entities.

The electric and gas statutes require “specific proposals to implement new building and
appliance standards that have been placed into effect.” DCEO claims its Training Program will
train industry personnel on new energy efficiency codes, for both buildings and appliances, as
needed and as funds are available. According to DCEO, the Illinois Capital Development Board
regularly updates the Illinois Energy Conservation Code for Commercial Buildings. As a result,
DCEO believes there is a need to provide training for commercial building professionals and the
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local officials who enforce the codes to educate them on the latest energy code updates. Because
the statute refers to the support of “appliance standards that have been placed into effect” and
because no such standards have yet been placed into effect in Illinois that require training, DCEO
did not explicitly include appliance training programs in its plan. DCEO adds that the Federal
government sets efficiency standards for appliances as a set of specifications for the Energy Star
rating program, for example. According to DCEOQO, these either do not require training at this
time or are covered by other funding sources. DCEO states that if new appliance standards are
adopted in Illinois (at the state or local level) that require training, DCEO would include training
related activities for those new standards in its Training Program. Moreover, in all cases where
DCEQ'’s efficiency programs include appliances, DCEO supports only the inclusion of high
performance (Energy Star, etc.) models.

DCEO indicates it has actively participated with the SAG group at monthly meetings
over the last three years, and it believes that the various members’ input has been valuable over
the first three years of the implementation of the portfolio. However, DCEO was disappointed
that certain parties that did attend the monthly SAG meetings, specifically the Commission Staff
and ELPC, did not voice certain concerns that they have now raised in this proceeding. DCEO
would urge all parties to participate actively in the SAG process and raise any concerns there
rather than waiting for a litigated proceeding to raise them. As a result, DCEO believes this
body should continue to meet in order to support the new electric and natural gas efficiency
portfolios, and DCEO intends to continue to participate.

A. DCEO Budget and Energy Savings Goals

Ameren states that it and DCEO also agreed upon the savings attributable to DCEO
programs. Ameren says that since the costs to deliver meaningful low-income energy efficiency
programs can have a significantly higher first year cost, the DCEO energy efficiency portfolio
will achieve a lower percentage than 25% of Ameren's electric load reduction goals. Ameren
says that the DCEO must still achieve no less than 20% of the gas portfolio savings
requirements, and the DCEO goals, targets, and costs are specified in its Plan.

B. EM&V
1. DCEQ'’s Position

DCEO will require detailed reporting from all entities that are awarded grants or rebates
pursuant to its efficiency programs. Dedicated DCEO Energy Staff will conduct site visits to
ensure that efficiency measures are actually installed. The larger analysis of the success of the
DCEO portion of the portfolio will be evaluated through an independent DCEO Evaluator.

In the current three-year plan for the electricity portfolio, the evaluation of DCEQO’s
programs has been conducted by the team of contractors hired by ComEd to evaluate its
programs. DCEO gave its evaluation budget allotment to ComEd, which has in turn managed
the evaluation contract. DCEO says ComEd’s RFP and subsequent contract included language
requiring the evaluators to evaluate DCEO’s programs as well. While the evaluators have
endeavored to provide a level of effort commensurate with the budgets for DCEQO’s evaluation,
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DCEOQO’s evaluation has not received the same level of attention as ComEd’s. DCEO believes
that this was because it did not have a direct contractual relationship with the evaluators.

DCEO believes it needs its own evaluator that can provide advice to help DCEO set up
and manage its programs, procedures, and guidelines in order to maximize the realization rate
and the effectiveness of its programs. DCEO will also benefit from an evaluator that understands
the unique markets served by DCEO, in particular the public sector and low income households.
DCEO would like to start the process as soon as possible, so that an evaluator is selected and on
board by June 1, when the new integrated natural gas and electric programs go into effect, so that
the evaluator is available to provide on-going advice. DCEO says this is one of the chief reasons
why DCEO has been pushing for timely resolution of the efficiency dockets in order to allow
sufficient time for DCEO to enter into these and other contracts necessary to support
implementation of its plan.

DCEO indicates that the statue requires that no more than 3% of the total EEP budget be
used for an "independent evaluation” of the performance of the DCEO and utility portfolio of
programs. Once the efficiency portfolio has been approved by the Commission, DCEO will
issue its own Request for Proposals to contract with an Evaluator to oversee the evaluation of its
programs. DCEO claims this approach will provide DCEO with timelier and better feedback so
that it can more effectively assess market needs. DCEO believes this will support better decision
making in targeted sales promotions, individual program guidelines and incentive levels offered
to participants.

DCEO says the statute requires DCEQ’s efficiency programs to be evaluated. DCEO
will draft an RFP for such services and issue it through the standard State of Illinois procurement
process. According to DCEOQ, this will be done with the advice and input of the Commission and
SAG. Once the Evaluator(s) contract is executed, DCEO will continue to work closely with the
SAG throughout the course of the contract regarding the evaluation direction, tasks, results, and
findings.

2. Ameren's Position

Provided that it does not impact the approval or administration of Ameren's Plan 2,
Ameren does not oppose DCEO hiring its own EM&YV consultant for its plan as DCEO deemed
it necessary to do so. However, to the extent the Commission determines that both Ameren and
DCEO should uniformly operate under a single EM&V framework, Ameren proposes that its
proposal be accepted and approved for such a purpose.
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3.  Staff's Position

Staff states that DCEO has proposed to hire an independent evaluation contractor to
evaluate its entire portfolio of programs. Considering DCEO will be implementing programs for
electric and gas utilities across the state, Staff understands DCEQO’s concerns. However, DCEO
is not directly under the jurisdiction of the Commission, and Staff is concerned about the true
independence of a DCEO hired “independent evaluator” and the Commission’s ability to
regulate the activities of DCEO. If the Commission approves DCEQ’s request to hire its own
evaluator, Staff believes safeguards need to be in place to ensure independence. According to
Staff, the Commission needs to be sure it has the authority to enforce any safeguards that it
orders. In the event the Commission determines it has jurisdiction to enforce contracts between
DCEO and its evaluator(s), Staff recommends the Commission require DCEO to include contract
language consistent with that approved for the utilities in the Order on Rehearing in Docket No.
07-0539. Staff recommends the Commission include in its Order in this docket the same
language included in the Order on Rehearing in Docket No. 07-0539 with respect to Ameren
and DCEOQ’s evaluation contracting approaches.

According to Staff, it is unclear whether the money budgeted for Ameren's evaluations
are inclusive of the money to evaluate DCEO programs. Staff states that if it is the case that
Ameren's proposal budgets 3% of the total DCEO and Ameren budget for evaluation and the
Commission approves DCEQ’s request to contract its own evaluator, Ameren's evaluation
budget needs to be adjusted accordingly so that no more than 3% of the total budget is devoted to
EM&V.

4.  Commission Analysis and Conclusions

Section 8-103(f) of the Act states that “the utility shall . . . provide for an independent
evaluation of the performance of the cost-effectiveness of the utility’s portfolio of measures and
the Department’s portfolio of measures.” The Commission believes this is a utility requirement.
Unlike some issues, where the Commission has limited authority over how DCEO implements
its portion of the plan, this falls squarely under the Commission's jurisdiction over the utility’s
filing.

The Commission sees merit in DCEQ’s plan and believes that DCEO’s and Ameren's
programs are sufficiently different to warrant separate evaluation. The Commission is cognizant
of Staff’s concerns regarding the independence of the evaluation and because the Commission
has authority over this particular issue, the Commission hereby adopts Staff’s recommendation
to include language to ensure the independence of the evaluator, similar to that adopted in
Docket No. 07-0539.

134



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

C. Proposed Programs
1. Ameren's Position

Provided that it does not impact the approval or administration of Ameren's Plan 2,
Ameren does not oppose DCEQ’s proposed programs. Ameren supports DCEQ’s plan and
believes all statutory requirements to coordinate with DCEO have been met. Ameren defers to
DCEOQO’s Brief for additional details regarding its plan. Ameren does request that the
determination of cost-effectiveness is also applied ex-post at the portfolio level for consistency
purposes and any ruling on the DCEO portion of Ameren Plan 2 not impede the Commission’s
approval of Ameren's portion of its Plan 2

2. Staff's Position

In Staff’s opinion, there are several flaws in the plan proposed by DCEO. Staff asserts
that so-called lost opportunities investments may provide sub-optimal energy savings. Staff also
believes the Commission should reject the DCEQ’s proposals to provide incentives to any
federal facilities, or to a program called “Building Energy Code Compliance.” Staff states that
Sections 8-103(b) and 8-104(c) of the Act provides that electric utilities shall implement
measures to achieve “incremental energy savings goals.” Staff contends that these programs do
not provide any incremental electric or gas savings to ratepayers.

Staff summarizes the lost opportunities argument as many individual measures have long
time intervals before replacement occurs and many “whole building” projects also occur only
infrequently. Staff suggests, for example, a building owner may install an appliance that is not
the most energy efficient model, or might exclude an energy efficient appliance when renovating
a building. Staff asserts that when this occurs, the owner forgoes the opportunity to save more
energy until the next time that appliance needs to be replaced or the building is renovated, which
could be several years in the future. Staff states that these occurrences are considered a lost
opportunity to achieve greater energy savings for several years.

Staff states that every project or measure foregoes some energy savings possible when a
less efficient measure is used. According to Staff, the "lost opportunity™ concept ignores the
difference in price between a less-than-the-most efficient and the most efficient measure and the
impact those price differences have on the total energy savings that a program can achieve. By
ignoring price differences, Staff asserts that the concept fails to account for the tradeoff between
more efficient but fewer measures and less efficient (but still efficient relative to the appliance
standard) but more measures. Staff contends that it cannot be assumed that aggregate energy
savings are higher using the most efficient measures at every individual opportunity. If the
increase in energy savings is greater by performing more projects or installing more measures
with less efficient and less expensive measures than it is by performing fewer projects with more
efficient and more expensive measures, Staff believes it is preferable to install the less efficient
measures at a lower cost. Staff provides an example to demonstrate its position.

In order to determine when to install less efficient measures, Staff recommends that the
Commission order DCEO, for each measure or whole building project, to follow the procedure
below:
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1. Determine the number of measures or projects that can be performed within the
budget when the most efficient measures are installed and when less than the most
efficient measures are installed.

2. Determine the energy savings for the most efficient measure or whole building
projects and the energy savings for lesser efficient measures or whole building
projects.

3. If the absolute value of the percentage increase in the number of projects is

greater than the absolute value of the percentage decrease in energy savings, use
the less than most efficient measures. Otherwise, install the most efficient
measures.

In Staff’s opinion, it is not appropriate to provide funds to federal facilities in this
upcoming energy efficiency plan. Staff contends that there are no incremental savings through
these efforts because Executive Order 13514, which was signed by President Obama on October
5, 2009, requires federal agencies subject to this order to “(g) implement high performance
sustainable Federal building design, construction, operation and management, maintenance, and
deconstruction including by . . . (ii) ensuring that all new construction, major renovation, or
repair and alteration of Federal buildings complies with the Guiding Principles for Federal
Leadership in High Performance and Sustainable Buildings, (Guiding Principles).” Staff states
that amongst the objectives in the Guiding Principles is that “[f]lor major renovations, reduce the
energy cost budget by 20 percent below pre-renovations 2003 baseline.”

Staff believes that Executive Order 13514 and the Guiding Principles require federal
facilities to conduct substantial energy efficiency upgrades if they are cost-effective whenever
renovations take place. Since these upgrades, if cost-effective, must take place during any
renovations, Staff believes they do not provide any incremental electric savings, which are the
standards of Sections 8-103(b) and 8-104(d), respectively. Since ratepayer-provided funds for
these projects do not contribute any incremental savings, Staff recommends that the Commission
rejects this element of the DCEO plan.

Staff believes that the Building Energy Code Enforcement Program that DCEO proposes
does not provide any incremental savings. Staff believes this program adds no incremental
energy savings. Staff says program money would only be used for the DCEO to achieve energy
savings that it is already required to achieve through other mandates. Staff states that if the gas
and electric utility energy efficiency programs did not exist, the DCEO must generate these
savings to comply with state and federal laws. In Staff's view, these are not incremental savings
as required by 8-103(b) or 8-104(c) of the Act and should not be paid for through ratepayer
funding.

Staff understands that Sections 8-103(f)(2) and 8-104(f)(2) of the Act requires a utility to
present “specific proposals to implement new building and appliance standards that have been
placed into effect.” Staff asserts that cost-effectiveness under the TRC test measures benefits of
measures with savings in excess of the appliance standards relative to the costs of measures that
exceed appliance standards. Staff also contends that NTG ratios are used to determine how
much energy savings from any program are attributable to the program and how much would
have occurred in the absence of the program. Therefore, Staff believes that these factors indicate
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that the “incremental savings” required by Sections 8-103(b) and 8-104(c) supersede the
requirements of subsections 8-103(f)(2) and 8-104(f)(2)of the Act. Staff states that were DCEO
to modify the Building Energy Code Enforcement Program such that its goal was to exceed the
standards required in the Acts mentioned by Mr. Baker, and it could be done in a cost-effective
manner, Staff would not object to such modifications.

3. AG's Position

The AG suggests that DCEO should expand or leverage the success of its existing
programs such as “Lights for Learning” targeted to K-12 schools as an educational fundraising
program that promotes the sale of low cost, energy efficient CFLs. The AG says the Lights for
Learning program does not provide any tangible EE or environmental benefits or savings to the
participating schools. According to the AG, DCEO now has the opportunity to turn its goodwill
and relationships derived from the Lights for Learning program into tangible EE savings that
could be obtained from other programs directed at K-12 schools.

The AG believes the Commission should expressly modify DCEQO’s plans to expand its
direct marketing efforts in schools and other public facilities.

4, NRDC-ELPC's Position

According to NRDC-ELPC, DCEO made several critical errors in its development of
avoided costs that skew the costs, savings, and benefit-cost ratios for DCEQO’s programs. Given
these errors, NRDC-ELPC believes the Commission cannot reasonably determine whether
DCEOQO’s plan meets the statutory criteria in Section 8-103 of the Act.

NRDC-ELPC state that avoided costs are the marginal costs for a public utility to
produce one more unit of power. NRDC-ELPC says program evaluators must rely on accurate
estimates of avoided costs in order to model the benefits and cost-effectiveness of energy
efficiency measures. NRDC-ELPC add that avoided costs are necessary to evaluate the Net
Present Value of the total benefits of the measures, and are therefore important to evaluate the
TRC. TRC is the primary benefit-cost screening measure that the legislature directed the
Commission to apply when reviewing the energy efficiency programs under the Act. Thus,
NRDC-ELPC say if avoided costs are not calculated accurately the Commission will not be able
to determine if a utilities’ portfolio of programs meets the requirements in the statute.

In this case, NRDC-ELPC allege DCEO made several errors when calculating the
avoided costs used by the DCEO to analyze and evaluate the various programs and measures in
its portion of the plan. NRDC-ELPC assert that the utilities’ avoided costs as used by DCEO
differed significantly, by a factor of nearly five in some time periods. NRDC-ELPC insist this is
not a logical result for two adjacent utilities operating in a well-interconnected system. NRDC-
ELPC would expect the avoided costs to be more similar. NRDC-ELPC also complain that the
escalation rates DCEO applied to the ComEd and Ameren avoided costs differed by a factor of
2.3. NRDC-ELPC also believe this would not be logical for two adjacent utilities serving related
markets.
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NRDC-ELPC contend that the flaws in DCEO’s avoided costs could result in measures
and programs failing to pass, or passing with a lower benefit cost ratio, if the flawed avoided cost
was lower than appropriate. In addition, they claim flawed inputs could corrupt the results from
DCEO’s screening model by understating or overstating the benefits of the screened measure or
program.

NRDC-ELPC state that DCEO has the burden to demonstrate that its filed plan meets the
requirements of the statute. They say that because DCEO did not file rebuttal testimony
countering or explaining the discrepancies with its presentation of avoided costs, ELPC witness
Crandall’s testimony stands unrebutted.

DCEO has not met its burden under Section 8-103(f)(5) of the Act, according to NRDC-
ELPC. The DCEO, NRDC-ELPC asserts, cannot accurately calculate the TRC test without an
accurate estimate of avoided costs. NRDC-ELPC maintain that the DCEQ's estimate of avoided
costs is flawed. NRDC-ELPC recommend that the Commission should reject DCEQ’s portion of
the Ameren plan and require the DCEO to refile the plan using the correct avoided costs.

DCEO proposes to offer its programs statewide as opposed to offering different programs
and incentives in the different utility service territories. NRDC-ELPC have concerns about this
approach in light of the significant difference in avoided costs that DCEO currently projects.
According to NRDC-ELPC, DCEO’s use of a statewide weighted average avoided cost that is
based on significantly different utility inputs could create inequity between commercial
customers and public sector customers within Ameren’s service territory. NRDC-ELPC say this
is because a school in Ameren’s service territory, for example, could receive a much different
incentive to save energy than a commercial customer just by virtue of the DCEO having created
a standard program offering based on fictitious composite avoided cost.

NRDC-ELPC recommend the Commission direct the DCEO to reassess its statewide
program offerings and incentives in light of the revised avoided cost inputs that it must develop
in order to correct the problems they claim to have identified.

5. DCEO's Position

DCEO indicates that Commission Staff and the ELPC raised issues in this proceeding
specific to DCEQ’s implementation of its efficiency plan. DCEO states that although the
Commission has no regulatory authority over DCEO to determine the implementation of
programs, and cannot order DCEO to carry out its programs in a particular way. DCEO responds
to their concerns for the sake of a complete record.

Staff raises three issues with DCEQ’s plan, relating to DCEQO’s low income programs, its
Building Code Compliance program, and serving Federal facilities. DCEO disagrees with Staff’s
analysis.

Staff states that “Although it may appear to be a good use of funds, there are cases where
an alternative measure that saves more energy than the baseline measure but less energy than the
most efficient measure is actually preferable from both a net benefit and an energy savings
perspective.” DCEO describes Staff’s mathematical analysis as "unique,” but DCEO claims
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Staff’s recommended procedure for determining what measures are included in its low income
energy efficiency programs would not result in the most prudent use of public funds. DCEO
asserts that Staff's analysis discounts the social tendencies of low income residents. DCEO
believes ensuring that the most efficient measures are installed all at once is critical given
specific aspects related to the low income sector.

DCEO argues that one societal benefit is related to the fact that ratepayers and/or
taxpayers are currently subsidizing the energy bills of many low income households. DCEO
asserts that generally, there is only one opportunity to get into these homes to improve their
energy efficiency. DCEO wants to seize this opportunity and minimize the long-term subsidy of
energy bills. DCEO claims its low income energy efficiency programs are designed to achieve
the maximum amount of energy efficiency within the fiscal constraints of the programs.

According to DCEO, low income residents are very protective of their private lives and
tend to only allow outside groups into their homes once. Because low income energy bills are
subsidized by ratepayers and/or taxpayers, DCEO argues maximizing energy efficiency in those
homes that receive these subsidies directly reduces or eliminates the need for society to cover
these costs. DCEO also asserts that in homes not covered by these subsidies, even a slight
decrease in energy bills, for example resulting from the difference between a 95 versus a 92
AFUE furnace, has a tremendous impact on the disposable income of low income consumers that
can be used for essentials like food, medicine, etc.

DCEO states that the Evaluation Measurement and Verification contractors noted in their
evaluations of DCEO’s low income energy assistance programs that DCEO followed best
practices for designing low income programs. DCEO says the programs have been designed by
a consultant with more than 30 years experience with low income programs and staff with more
than 20 years experience.

DCEO says it must be able to meet its statutory gas savings goal and contribute
meaningfully to the electric savings goal while still following best practices in serving its
relevant sectors. DCEO considers the energy savings gained per dollar expended because this
ratio is critical to meeting its energy savings targets. This ability has been factored into DCEO’s
analysis along with balancing its important public policy goals. DCEO claims the procedure
described by Staff to identify cost effective measures was used by DCEO in developing its plan.
DCEO believes that applying this approach strictly with no exceptions is unnecessary and overly
limited.

Staff opines that the energy savings from DCEQ’s Building Energy Code Compliance
Program are not incremental savings and should not be paid for through ratepayer funding. Staff
argues that since the ARRA already requires DCEO to improve compliance with energy codes
and that the Energy Efficiency Buildings Act requires DCEO to provide training on building
codes, that ratepayers under DCEQ’s Energy Efficiency Portfolio should not pay for such
programs. DCEO argues that the existence of such mandates does not mean that any funding has
been specifically provided for them.

The EEP statute requires “specific proposals to implement new building and appliance
standards.” In DCEO's view, it is clear that the General Assembly intended for ratepayer funds
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to be used for such programs. DCEOQ claims it is in part because of this language and the
potential availability of state funds that the Governor was able to sign a letter agreement with the
US Department of Energy that the state would work towards the goal of improving compliance
with energy efficiency building codes. DCEO asserts that the U.S. Department of Energy
guidance on the ARRA programs has specific language that the funding is to “supplement not
supplant” state funding for energy programs. DCEO says it has worked to supplement the funds
it has been using from the EEP law for building code training with federal funds. Specifically,
DCEO indicates it has applied for and received a grant to measure current compliance levels
with energy efficient building codes, and DCEO has encouraged cities and counties to use
Energy Efficiency and Conservation Block Grant ("EECBG") funds for building code related
activities. DCEO plans to continue using EEP funds to support its building code training
programs as part of its “market transformation” programs. DCEO says these programs will
result in incremental and measurable energy savings that can be counted as discreet to the EEP
funding.

Staff takes the position that federal facilities should not receive ratepayer funds. Staff
refers to an executive order signed by President Obama that requires construction and renovation
of federal buildings to comply with “Guiding Principles for Federal Leadership in High
Performance and Sustainable Buildings” and to aim to “reduce the energy cost budget by 20%
below pre-renovations 2003 baseline.” The State of Illinois has similar mandates. The Agency
Energy Efficiency Act of 2008 mandates the State to reduce energy use in State facilities by 10%
within 10 years. DCEO says Executive Order #11 sets an ambitious objective of reducing
electricity and natural gas consumption in State-owned facilities by 25% by 2025, among other
provisions. DCEO adds that the City of Chicago adopted a Climate Action Plan that commits
the city to reducing energy use in buildings by 30%. According to DCEO, most cities in Illinois
are either working towards or have already adopted similar commitments. DCEQ asserts that
Staff’s argument, taken to its logical conclusion, would prohibit DCEO from providing funding
to any units of government that are setting ambitious energy efficiency goals. In DCEQ's view,
just because a mandate exists to improve efficiency does not mean that funding is available and
that the mandate is actually being met. DCEO believes it has to have the ability to provide
funding to any unit of government that is seeking to improve its energy efficiency, in order for
these entities to actually implement energy efficiency measures given the realities of public
sector budget constraints and for its Public Sector Energy Efficiency programs to be effective.

DCEO states that ELPC witness Crandall addresses several points with respect to
DCEOQO’s plan related to the avoided costs used in DCEQ’s cost model and varying public sector
incentives by region.

ELPC witness Crandall describes why he believes that the avoided costs used by DCEO
should be considered flawed. DCEOQ indicates that it is open to considering a variety of different
cost factors in its modeling process. In this instance, DCEO says it used the avoided costs
provided by both Ameren and ComEd. DCEO indicates it also used the escalation rates provided
by Ameren and ComEd. DCEO says it recognizes ELPC’s observation that the difference
between the data provided by the two utilities is significant. However, DCEO indicates it has and
will continue to utilize the avoided cost data provided by the utilities (Ameren and ComEd)
unless and until these figures are demonstrated to be unequivocally problematic.

140



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

While DCEO acknowledges that overall TRC test results may change as a result of
modifying the avoided costs included in its model as ELPC suggests, DCEO believes the impact
would be negligible. Given the factor by which DCEQ’s portfolio passes the TRC test, DCEO
asserts that this would have no impact on DCEO’s plan.

ELPC further argues that DCEO used incorrect Ameren avoided costs. DCEO says it has
no indication from either utility that their avoided cost data is flawed. If Ameren, or ComEd,
informs DCEO of a change in the data provided (as Ameren did recently), DCEO will reconsider
its analysis regarding program development and portfolio design.

ELPC takes the position that DCEO should vary its Public Sector programs across the
state, setting different levels of incentives and varying the list of eligible measures depending on
the avoided costs of individual utilities. DCEO does not agree with this position. DCEO says it
is seeking to maintain consistency, fairness and simplicity, as wells as to minimize
administrative costs and avoid confusion by program participants. DCEO states that avoided
costs are used in the TRC test to determine which measures are cost-effective. DCEO says they
are not directly factored into the decision about incentive levels. Once it is determined whether a
measure is cost-effective, DCEO says incentives are set at a level that will generate the targeted
level of program activity. DCEO has found that to entice public sector entities to adopt energy
efficiency measures, the incentives generally have to be set at 50% or more of incremental costs.
DCEO has not found that the level of incentive needs to vary based on avoided costs; rather,
DCEO suggests the incentives may need to be higher in areas of the state under greater economic
distress.

DCEO indicates it will continue to consider varied incentive levels throughout the
implementation of its programs. If a situation arises where different incentive levels by region is
proved to be far superior with no risk of discrimination, confusion or over-complexity, DCEO
says it may choose to make such an offering. However, at this time, DCEO believes the benefits
of consistency outweigh the purely hypothetical benefits of varying its incentive levels in
different parts of Illinois.

6. Commission Analysis and Conclusions

Staff, the AG, and NRDC-ELPC have raised concerns with some aspects of DCEO's plan
and made proposes for changes in some instances. In the Commission's view, while DCEO is
given great latitude in the statute, the Commission retains broad authority over the energy
efficiency and demand response plans. DCEO asserts that its portfolio passes the TRC test and
the Commission has limited authority over DCEO.

While the Commission appreciates Staff's concerns regarding lost opportunities, this
argument seems similar to arguments raised regarding Ameren'’s proposed motors measures.
Similarly, the Commission is not convinced Staff's position should be accepted With regard to
building energy code compliance and Federal facilities, given that the customers at issue here are
utility customers, the Commission is not convinced it is inappropriate for ratepayer supplied
funds to be used support energy efficiency measures.
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With regard to avoided costs, ELPC has raised an interesting issue; however, the
estimation of avoided costs is not a simple matter. While the Commission is not convinced that
ELPC's position is correct, the Commission encourages DCEO to consider the possibility of
modifying the method by which it uses avoided costs in the TRC before filing the next plan. The
AG suggests that the Commission expressly modify DCEO's plans to expand its direct marketing
efforts in schools and other public facilities. While the Commission believes such a modification
is not necessary, the Commission urges DCEO to consider undertaking the AG's
recommendation, if it believes it is appropriate to do so. Given the circumstances and the
Commission's belief that, overall, DECO's proposed plan is reasonable, the Commission does not
believe it is necessary or appropriate to require or order changes to DECEQO's plan which other
parties have suggested. The Commission finds that DCEQ's proposed plan complies with
applicable statutes.

VIl.  FINDINGS AND ORDERING PARAGRAPHS

The Commission, having considered the entire record, and being fully advised in the
premises, is of the opinion and finds that:

1) The Ameren Illinois Company d/b/a Ameren Illinois is an Illinois corporation
engaged in the transmission, sale and distribution of electricity and gas to the
public in Illinois and is a public utility within the meaning of Section 3-105 of the
Public Utilities Act, an electric utility as defined in Section 16-102 of the Public
Utilities Act, and a gas utility as defined in Section 19-105 of the Public Utilities
Act;

(@) the Illinois Department of Commerce and Economic Opportunity is a state agency
that is statutorily obligated, pursuant to 220 ILCS 5/8-103(e), to implement 25%
of a utility’s energy efficiency and demand response plan, therefore, pursuant to
statute, this portion of the plan is subject to Commission approval before
implementation;

(3) the Illinois Department of Commerce and Economic Opportunity is a state agency
that is statutorily obligated, pursuant to 220 ILCS 5/8-104(e) to utilize 25% of a
utility’s natural gas funding and achieve no less than 20% of the natural gas
savings requirements; therefore, pursuant to statute, this portion of the plan is
subject to Commission approval before implementation;

4 the Commission has subject-matter jurisdiction and jurisdiction over Ameren
Illinois and the Illinois Department of Commerce and Economic Opportunity;

(5) the findings of fact set forth in the prefatory portion of this Order are supported by
the evidence of record and are hereby incorporated into these findings;

(6) the testimony and exhibits admitted into the record provides substantial evidence
that the Energy Efficiency and Demand Response Plan filed by Ameren Illinois
will meet the filing requirements of Section 8-103(f) and 8-104(f) of the Public
Utilities Act, if Ameren submits a revised Plan 2 in a compliance filing within 30
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days of the date of this Order that incorporates and is consistent with the
conditions and requirements stated herein;

(7) Ameren Illinois shall make a filing within 30 days of the date of this Order
providing a revised Energy Efficiency and Demand Response Plan pursuant to
Section 8-103 and 8-104 of the Public Utilities Act, which revised plan contains
terms and provisions consistent with and reflective of the findings and
determinations made in this Order;

(8) Ameren Illinois shall provide with the revised Energy Efficiency and Demand
Response Plan mechanisms for recovering its Incremental Costs incurred in
association with the energy efficiency and demand response measures, consistent
with and reflective of the findings and determinations made in this Order.

IT IS THEREFORE ORDERED by the Commission that the Petition filed by Ameren
Illinois requesting approval of its Energy Efficiency and Demand Response Plan and the
proposed Riders EDR and GER is hereby conditionally approved, subject to Ameren filing a
compliance filing that incorporates the findings and conclusions herein and is consistent with the
conclusions contained herein.

IT IS FURTHER ORDERED that Ameren Illinois is hereby authorized to and directed to
make a filing within 30 days of the date of this Order, such filing shall be a revised Energy
Efficiency and Demand Response Plan pursuant to Section 8-103 and 8-104 of the Public
Utilities Act which revised plan contains terms and provisions consistent with and reflective of
the findings and determinations made in this Order.

IT IS FURTHER ORDERED that all motions, petitions, objections and other matters in
this proceeding that remain unresolved are hereby disposed of in a manner consistent with the
conclusions herein.

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of the
Public Utilities Act and 83 Ill. Admin. Code 200.880, this Order is final; it is not subject to the
Administrative Review Law.

By order of the Commission this 21st day of December, 2010.

(SIGNED) MANUEL FLORES

Acting Chairman
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STATE OF ILLINOIS
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d/b/a AmerenCIPS :
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Verified Petition for Approval of Integrated

Electric and Natural Gas Energy Efficiency
Plan.

ORDER ON REHEARING

DATED: May 24, 2011
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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

Central Illinois Light Company
d/b/a AmerenCILCO

Central Illinois Public Service Company
d/b/a AmerenCIPS :

Illinois Power Company : 10-0568
d/b/a AmerenlP :

Verified Petition for Approval of Integrated
Electric and Natural Gas Energy Efficiency
Plan.

ORDER ON REHEARING

By the Commission:
l. INTRODUCTION

On September 30, 2010, Central Illinois Light Company d/b/a AmerenCILCO, Central
Illinois Public Service Company d/b/a AmerenCIPS, and Illinois Power Company d/b/a
AmerenlP ("Ameren"), filed a Petition seeking approval of its Electric Energy Efficiency and
Demand-Response and Natural Gas Energy Efficiency Plan (“Petition™), pursuant to Section 8-
103(f) and 8-104(f) of the Public Utilities Act ("Act"), 220 ILCS 5/1-101 et seq. On December
21, 2010, the Commission entered an Order in this proceeding granting conditional approval to
the proposed electric energy efficiency and demand response and natural gas energy efficiency
plan, subject to Ameren making a compliance filing of a revised plan adopting the modifications
found appropriate in the Order.

On January 20, 2011, The Environmental Law and Policy Center ("ELPC") filed an
Application for Rehearing, requesting rehearing on the proper method of calculating the
appropriate spending limit for Ameren's gas energy efficiency programs. On February 9, 2011,
the Commission granted rehearing on this issue. Based on an agreed schedule, Staff of the
Illinois Commerce Commission ("'Staff"), Ameren, ELPC, and the People of the State of Illinois
("AG™) filed Briefs on this issue on March 10, 2011, and Reply Briefs on March 17, 2011. A
Proposed Order was served on the parties. Briefs on Exceptions were filed by Staff, Ameren,
ELPC, and the AG. Reply Briefs on Exception were filed by Staff and Ameren. A Joint Reply
Brief on Exceptions was filed by the AG and ELPC.

. ISSUE ON REHEARING
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The Order in this proceeding set the spending limit for Ameren's gas energy efficiency
programs in the amount endorsed by Ameren and Staff, which excluded commodity charges paid
to non-certified alternative gas suppliers for purposes of calculating the natural gas spending
limit under Section 8-104(d) of the Act.

A. Ameren

Ameren states that ELPC argued in its Application for Rehearing that the Commission
somehow limited the definition of “retail customer,” as that term is used in Section 8-104(d), to
exclude large transportation customers. However, Ameren opines that a review of the record and
briefing in this docket reveals that when the Commission accepted Ameren and Staff’s agreed-to
natural gas spending limit, it did no such thing.

Ameren notes that nowhere in the final Order does it state that the term “retail customer”
should exclude transportation customers with respect to the spending limit, and states the
testimony filed in this docket has been about explaining how a transportation customer pays for
delivery service and gas, not excluding those customers altogether from the spending limit
calculation. As explained by Ameren witness Ryan Schonhoff, transportation customers take
delivery service from Ameren, but take gas supply from a third party (non-Ameren) supplier,
thereby paying two different charges to two different entities: (1) a delivery charge paid to
Ameren; and (2) a commodity charge paid to an alternative gas supplier for the gas. Mr.
Schonhoff explains that when Ameren calculated the natural gas spending limit by multiplying
retail revenue by 2%, this calculation included the amounts paid by transportation customers for
delivery service charges. Thus, Ameren argues that rather than excluding transportation
customers under the provisions of the Act, Ameren included them when calculating the spending
limit.

Ameren submits that the real question with respect to the calculation of the natural gas
spending limit is whether the Act requires that both the delivery charges paid by transportation
customers to Ameren and commaodity charges paid by transportation customers to alternative gas
suppliers be a part of the spending limit calculation. In testimony and briefing, Ameren states it
took the position that the Act did not require any commodity charges be included in the spending
limit calculation, while Staff took the position that the Act required those commaodity charges
paid to certified alternative gas suppliers (i.e., those who sell gas to residential and small
commercial customers) be included in the calculation. Ameren argues that ELPC, without
having put in any evidence on this issue, nor taking a position in its Initial Brief, belatedly raised
in its Brief on Exceptions that the Act requires all commodity charges paid by transportation
customers be included in the calculation, including those paid to wholesalers not certified by the
Commission, and urged the Commission to require Ameren to recalculate its natural gas
spending limit.

Ameren argues that regardless of whether the Commission agrees with Ameren or Staff’s
interpretation of the statute (an issue which could, but does not need to, be resolved at this time),
an argument that the Commission incorrectly approved Ameren’s natural gas spending limit
would be both unfounded and incorrect under either interpretation.
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To the extent the Commission agrees with Ameren’s interpretation of the Act, any
argument that the commodity charges collected by any alternative gas supplier be included in the
spending limit must fail. Ameren notes that the Act requires that “a natural gas utility shall limit
the amount of energy efficiency implemented . . . by an amount necessary to limit the estimated
average increase in the amounts paid by retail customers in connection with natural gas service . .
..” 220 ILCS 5/8-104(d). Thus, Ameren asserts the Act modifies the “amounts paid by retail
customers” to exclude any costs paid by retail customers that are not “in connection” with the
natural gas service provided by Ameren. Ameren argues that the delivery service that Ameren
provides to transportation customers does not include the sale of unregulated gas as a
commodity, and the sale of gas is not the sale of a service, but rather the sale of a good. Ameren
states that the delivery service revenues from transportation customers were included in the
natural gas spending limit calculation, but the revenues from third party commodity sales were
properly excluded. Under the language of the Act, Ameren opines that all commodity charges —
which deal with the sale of gas by a third-party gas supplier and are not “in connection with
delivery service” — should be excluded from the spending limit calculation.

Ameren states that should the Commission agree with Staff’s interpretation of the Act,
then the Commission still correctly approved the natural gas spending limit agreed to by Ameren
and Staff, which excluded wholesale commodity charges paid to non-certified alternative gas
suppliers. As Staff explained in its Initial Brief, the legislative history clearly supports excluding
the wholesale commodity charge paid to non-certified alternative gas suppliers, and for purposes
of calculating the natural gas spending limit, the cost of the gas that is purchased by the user at
wholesale will not be included by the utility when calculating its charge to customers.

Ameren notes that while some may argue that this exchange only evidences an intent to
exclude wholesale commodity purchases and does not apply to transportation customers who are
considered retail customers under the Act, this misconstrues the legislative history and misses the
point that a retail customer can still make a wholesale commodity purchase. Staff noted that the
House debate establishes that gas purchases from the utility and from certified alternative gas
suppliers are to be included in the computation of charges, leaving out "wholesale” purchases,
which, in context, can only mean non-certified alternative gas suppliers. Therefore, Ameren
asserts that even if the Commission endorses Staff’s interpretation of the legislative history and
the Act, only commaodity charges for gas sold by the utility or certified alternative gas suppliers
should be included in the spending limit.

Ameren states that while ELPC argues that the Proposed Order in Docket No. 10-0564,
the North Shore Gas Company and The Peoples Gas Light and Coke Company energy efficiency
docket ("Peoples/North Shore™) stated that the “key” factor in determining which customers are
retail customers is “whether the customer uses the commaodity or resells it," this is not
inconsistent with the Commission’s decision in this docket. Ameren explains that the issue is not
whether transportation customers are retail or wholesale customers, but rather whether the
commodity charge paid to non-certified alternative gas suppliers by transportation customers is a
charge that should be included in the spending limit calculation. Ameren states that any
language in the Proposed Order in another docket about determining which customers are retail
customers is irrelevant, as the Commission already treated transportation customers as retail
customers in this docket for purposes of computing both the savings goals and spending limit.
Ameren argues that references to the proposed definition of “retail customers” in other dockets
only serve to confuse the real issue.
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Ameren submits that instead of arguing whether the commodity costs paid by Ameren
transportation customers to non-certified alternative gas suppliers are wholesale commodity
costs, ELPC and AG continue to create needless confusion with their arguments over the proper
customer classes to be included in the natural gas spending limit calculation. While the AG and
ELPC argue that transportation customers are retail customers rather than wholesale customers,
Ameren opines that this argument misses the point that a retail customer can still make a
wholesale commodity purchase. In fact, Ameren avers that the Commission can disregard the
large portions of ELPC’s and AG’s briefs devoted to arguing why transportation customers
should be treated as retail customers under the spending limit provision of the Act because
Ameren’s transportation customers have already been treated as retail customers in the spending
limit calculation approved by the Commission. It is only the wholesale commodity cost paid to
non-certified alternative gas suppliers by those retail transportation customers that has been
excluded, which Ameren argues
makes absolute sense in that the gas spending limit should not be affected by what is, in effect, a
third party cost.

Although ELPC and AG argue that Ameren and the Commission improperly excluded
transportation customers, as a class, from the spending limit calculation, and only subsection (m)
customers should be excluded, the evidence in the record establishes that the Commission
approved a natural gas spending limit that included transportation customers, as the delivery
service charge collected from transportation customers was included in the natural gas spending
limit calculation. As such, Ameren asserts that ELPC’s and AG’s arguments as to whether
subsection (m) customers should be the only class of customers excluded from the spending limit
is irrelevant, creates needless confusion, and should be disregarded.

While ELPC argues that it was improper for the Commission to consider legislative
history when it issued its final Order, Ameren avers that the Commission determined that the Act
is ambiguous, and therefore was correct in referring to the legislative history.

Further, Ameren opines that the AG’s contention that the Act’s requirements for Self
Directing Customers (“SDCs”) is inconsistent with Ameren and Staff’s interpretation of the
spending limit is just not relevant to the issue at hand. Ameren states that because the Act
contains separate requirements for SDCs and utilities does nothing to advance the analysis as to
how to calculate the spending limit under subsection 8-104(d) (which applies only to utilities).

Ameren also disagrees with the AG's assertion that the Commission has significantly
reduced Ameren's ability to provide cost-effective energy efficiency programs, by approving a
spending limit calculation that, Ameren argues, was supported by the law and the record
evidence. Ameren complains that the AG now demands, without citing any evidence to support
its argument, the Commission not only reverse its approval of a spending limit that was agreed to
by the only parties who submitted evidence on the issue (Ameren and Staff), but impose
additional obligations on Ameren that have absolutely no basis in law. Ameren asserts that the
AG has lost sight of the fact that the Commission has done exactly what the law requires of it:
review the evidence contained in the record and approve a spending limit that comports with the
law.

Ameren notes that ELPC also argues the Proposed Order in Peoples/North Shore supports
its position that the Commission should reverse itself and order Ameren to recalculate its natural
gas spending limit. Ameren avers that ELPC even goes so far as to repeatedly, and inaccurately,
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imply that the Proposed Order in Peoples/North Shore reflects the final findings of the
Commission, when it actually reflects the findings contained in the Administrative Law Judge’s
("ALJ"™) Proposed Order. Ameren opines that ELPC’s argument that the Proposed Order in
Docket No. 10-0564 binds the Commission in this docket falls far short.

Ameren submits that the premise that the Proposed Order in Peoples/North Shore
supports ELPC’s position is incorrect. Ameren states that the Proposed Order indicates that the
"Utilities are directed to recalculate spending limitations in accordance with the interpretation of
Section 8-104 advanced by Commission Staff and Intervenors,” when Staff and Intervenors
actually proposed different approaches. Ameren indicates that the Proposed Order also states,
“the Commission finds that Staff’s calculation of the rate impact cap is consistent with Section 8-
104 of the Act.” Ameren notes that Staff indicates in its Initial Brief on Rehearing, this, at best,
suggests the ALJ in Peoples/North Shore intended to reach a similar conclusion reached by the
Commission in the instant docket, and not the conclusion advanced by ELPC and AG.

Ameren also notes that, at the time of the filing of its brief on rehearing, there is no final
Order in Docket No. 10-0564. On this point, Ameren agrees with Commissioner O’Connell-
Diaz who stated, “for a party to assert that a proposed Order is somehow authority for the
Commission to look at, is premature and inappropriate.” Commission Bench Minutes, Feb. 9,
2011, p. 33, lines 8-11. Ameren further argues that even when the Commission issues the final
Order in Docket No. 10-0564, that too is not binding, as the Commission must take each docket
on its own. See Mississippi River Fuel Corp. v. lllinois Commerce Commission, 1 Ill. 2d 509,
513 (1953) (“The concept of public regulation includes of necessity the philosophy that the
commission shall have power to deal freely with each situation as it comes before it, regardless
of how it may have dealt with a similar or even the same situation in a previous proceeding.”)
Here, the Commission reviewed the timely filed evidence and arguments and determined that the
natural gas spending limit, calculated by Ameren and agreed to by Staff, warranted approval,
which Ameren believes should be affirmed on rehearing.

B. Staff

While ELPC argues the final Order should be amended to require Ameren to recalculate
its spending limits based on the amounts paid for gas by all retail customers without exclusion,
Staff argues the final Order is correct and that for purposes of calculating the spending caps,
“amounts paid by retail customers in connection with natural gas service” should exclude
Ameren’s large transportation customers who do not purchase their gas from the utility, but who
transport the gas or use other services of the utility. Staff submits the final Order is supported by
the statute and consistent with the legislative intent as reflected in the legislative history, and
therefore should not be modified with respect to this issue.

Staff notes that subsection 8-104(c) of the Act states, in part:

(c) Natural gas utilities shall implement cost-effective energy efficiency measures
to meet at least the following natural gas savings requirements, which shall be
based upon the total amount of gas delivered to retail customers, other than the
customers described in subsection (m) of this Section, during calendar year 2009
multiplied by the applicable percentage.
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(220 ILCS 5/8-104(c))

Staff states that the subsection (m) referenced in this statutory excerpt deals with certain
customers who, if their applications are approved by the Department, are exempt from paying
into and directly participating in the efficiency programs offered by the utility. Thus, aside from
the subsection (m) exclusion, the Act clearly provides that the basis for computing natural gas
savings requirements begins with the total amount of gas delivered to retail customers.

Subsection 8-104(d) of the Act states, in part:

(d) Notwithstanding the requirements of subsection (c) of this Section, a natural
gas utility shall limit the amount of energy efficiency implemented in any 3-year
reporting period established by subsection (f) of Section 8-104 of this Act, by an
amount necessary to limit the estimated average increase in the amounts paid by
retail customers in connection with natural gas service to no more than 2% in the
applicable 3- year reporting period.

(220 ILCS 5/8-104(d))

Staff notes that the degree to which Ameren may spend ratepayer funds on its natural gas
energy efficiency programs is limited by this statute, and it is apparent from the above statutory
language that, over the course of each three year plan, expenditures should be limited to 2% of
the “amounts paid by retail customers in connection with natural gas service.”

While ELPC asserts that the two statutory sections cited above both reference “retail
customers” and that the same meaning should be given to this term in both sections, Staff
disagrees. Staff states ELPC’s interpretation is an oversimplification of the language used in
these statutory provisions and is inconsistent with legislative intent. Staff’s view is that the
computation of the natural gas plan spending limit in Section 8-104(d) should start with a
definition of “amounts paid by retail customers in connection with natural gas service” that
excludes amounts paid by large customers to non-certified alternative gas suppliers.

While the statute is clear that expenditures should be limited to 2% of the “amounts paid
by retail customers in connection with natural gas service,” Staff avers that it is not clear how the
“amounts paid by retail customers in connection with natural gas service” should be computed.
In support of this assertion, Staff cites a portion of the legislative debate that took place on
Senate Bill 1918, which was the bill that ultimately led to the inclusion of 8-104 in the Act. In
particular, pages 181-182 of the transcripts of the House debate, which took place on May 28,
2009, include the following exchange:

*k*k

Reitz: ... On the gas efficiency provisions, I'd like to make sure | understand
how the charges to customers will be calculated. There are some customers, such
as merchant electric generators, who purchase all or part of their gas at wholesale
and then transport that gas over the distribution system of the local gas utility.
When the utility is calculating the charge to customers, will the utility include the
cost of the gas that is purchased by the user at wholesale?

Flider: No.
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Reitz: Stated differently, does the legislation intend to cover for purposes of
assessing charges, delivery service revenues and retail gas commodity purchases,
but exclude wholesale gas purchases?

Flider: Yes.

Reitz: So, what is excluded is the wholesale commaodity cost; the utility's cost for
transportation for that wholesale commodity is included, right?

Flider: That’s correct, yes.

Reitz: And you were talking about excluding only wholesale commodity
purchases; retail gas purchases from public utilities and certified alternative gas
suppliers are included, right?

Flider: Yes.

Staff states that the documented exchange between Representatives Reitz and Flider
shows that Representative Reitz sought clarification about what amounts paid by retail customers
would be excluded and what amounts paid by retail customers would be included in connection
with the computation of energy efficiency program charges, stating, “On the gas efficiency
provisions, I'd like to make sure I understand how the charges to customers will be calculated.”
Staff argues that in the course of the exchange, it becomes clear that the bill’s sponsor intended
that the costs for this computation would exclude “wholesale commodity cost,” but would
include “the utility's cost for transportation for that wholesale commodity,” along with “retail gas
purchases from public utilities” and “retail gas purchases from certified alternative gas
suppliers.”

Staff avers that it is a well-established principle of statutory construction that “In aid of
the process of construction we are at liberty, if the meaning be uncertain, to have recourse to the
legislative history of the measure and the statements by those in charge of it during its
consideration by the Congress.” (United States v. Great Northern Ry., 287 U.S. 144 (1932))
Staff notes that explanatory legislative history is also consulted for narrowly focused explanation
of the meaning of specific statutory language that a court believes is unclear, and that in Illinois
Courts, “a statute’s legislative history and debates are ‘[v]aluable construction aids in
interpreting an ambiguous statute.”” (Krohe v. City of Bloomington, 798 N.E.2d 1211, 1214 (llI.
2003) (quoting Advincula v. United Blood Servs., 678 N.E.2d 1009, 1018 (lll. 1996)) Further,
Staff notes that a statute is ambiguous “when it is capable of being understood by reasonably
well-informed persons in two or more different senses.” (Inre B.C., 176 Ill. 2d 536, 543, 680
N.E.2d 1355, 1359 (1997)) In this instance, Staff submits that there is no better evidence of the
statutory language being ambiguous and requiring explanation than the lawmakers themselves
finding it necessary to have the meaning of the terms clarified through a colloquy on the House
floor. Thus, Staff finds it appropriate to rely on the exchange between Representatives Reitz and
Flider to better explain the legislative intent of Section 8-104(d).

Staff admits it is somewhat unfortunate that Representative Reitz, while trying to clarify
which costs should be excluded, uses the term “wholesale,” as the use of the term “wholesale”
could lead one to think that he is not even talking about retail customers. However, Staff
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submits it is clear from the surrounding sentences that this cannot be the case, and it is clear from
the context that the only reasonable interpretation is that “wholesale commodity cost” is being
used as shorthand for the cost of gas purchased by a subset of the utility’s retail transportation
customers, in particular those non-residential customers who are large enough that non-certified
alternative gas suppliers may sell to them but who then use the utility to transport the gas.
Pursuant to Article X1IX of the Act and Part 551 of the Commission’s rules, Staff states that to
serve “residential customers” and/or to serve “small commercial customers” (non-residential
customers that use less than 5000 therms of natural gas per year), an alternative gas supplier
must be certified by the Commission, while serving non-residential customers that use more than
5000 therms per year does not require certification. As already noted, Staff believes the House
debate clearly establishes that gas purchases from the utility and from certified alternative gas
suppliers are to be included in the computation of charges, leaving out “wholesale” purchases,
which, in context, and by a simple process of elimination, can only mean non-certified
alternative gas suppliers.

While ELPC argues that there is no evidence that “wholesale commodity costs” is
shorthand for the cost of gas purchased by a subset of the utility’s retail customers, Staff opines
that the language used by the legislators references customers who purchase all or part of their
gas at wholesale and then transport that gas over the distribution system of the utility that is
purchased. Staff notes that ELPC offers no other plausible explanation of what was being
discussed by the legislators.

Staff states that according to Ameren’s response to Staff Data Request RZ 1.01, there are
no residential or small commercial customers in the Ameren service territory that purchase gas
from certified alternative gas suppliers, although Ameren does sell to larger transportation
customers (which Staff submits are those whom Representative Reitz calls “wholesale”
customers). Staff therefore submits that the correct computation excludes the cost of gas sold by
alternative suppliers to larger transportation customers.

Staff also disagrees with ELPC's argument that the Proposed Order in Peoples/North
Shore lays out the proper analysis regarding the appropriate calculation of Ameren’s spending
cap for its gas programs under Section 5/8-104(d). Staff asserts that ELPC argues, in essence,
that a Proposed Order should be given more weight and authority than a final Order voted on and
issued by the Commission; and that ELPC would have the Commission ignore an order it has
already issued in favor of an ALJ’s Proposed Order that ELPC favors. Staff submits that the
final Order regarding this issue was fully laid out in the Commission Analysis and Conclusion.
Staff avers that there is clearly a question of what is meant by the phrasing of the statutory
section and the legislative history provides useful insight on the intent of the statutory provision.
Staff submits that if there was not some disagreement on what the language meant, there would
not be two interpretations by the Commission and the ALJ.

While ELPC argues that the Proposed Order in Peoples/North Shore rejects the
conclusion from page 45 of the final Order in this docket, Staff disagrees with this interpretation.
Staff notes that the ALJ’s Proposed Order in Peoples/North Shore states: “in calculating the
savings requirements, the Commission finds that Staff’s calculation of the rate impact cap is
consistent with Section 8-104 of the Act.” (Docket 10-0564, ALJ Proposed Order, at 41) That
Staff position is that the computation of the natural gas plan spending limit should start with a
definition of “amounts paid by retail customers in connection with natural gas service” that
excludes amounts paid by large customers to non-certified alternative gas suppliers. Clearly,
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except for the names of the utilities, Staff opines that this is precisely the same conclusion
reached by the Commission with respect to Ameren at page 45 of its final Order in the instant
docket.

Staff states that ELPC also asserts that the ALJ in the Peoples/North Shore Proposed
Order was correct in finding that the key factor in determining the applicability of Section 8-104
is whether the customer uses the commaodity or resells it, although ELPC offers no basis for why
this interpretation is any more correct than the Commission’s interpretation made in its final
Order in this docket. Staff notes that there is no definition of “retail customers” for use in the
context of Section 8-104(d) or even Section 8-104(c) of the Act, and suggests that the use of the
language “retail customers™ has to be considered within the context of the statute itself, so it is
possible that more than one interpretation of who may or may not be included as a retail
customer can be made. Staff believes the arguments it has made lead to the conclusion that large
transportation customers are excluded from the calculation of spending caps. Staff offers no
substitute language for the final Order as it maintains the final Order correctly reflects the
language and intent of the statute to exclude large transportation customers from the calculation
of spending caps.

Staff states that both ELPC’s and the AG’s analyses in their briefs center on the term
“retail customers” as used in Subsection 8-104(c), to the exclusion of the statutory language used
in Subsection 8-104(d), and as a result, their arguments are fundamentally flawed by the failure
to recognize the significant differences between the statutory language contained in these
Subsections.

With respect to the computation of the natural gas savings requirement under Subsection
8-104(c), Staff agrees with ELPC and the AG that the statutory language is unambiguous.
Subsection 8-104(c) provides for savings goals based upon the “total amount of gas delivered to
retail customers, other than customers described in subsection (m) of this Section...” Aside from
the Subsection (m) exclusion, Staff states the Act clearly provides that the basis for computing
natural gas savings requirements begins with the total amount of gas delivered to retail
customers.

In contrast, Staff submits that the statutory language pertaining to the computation of the
spending cap contained in Subsection 8-104(d) is significantly different from the language
contained in Subsection 8-104(c). Subsection 8-104(d) states, in part:

(d) Notwithstanding the requirements of subsection (c) of this Section, a natural
gas utility shall limit the amount of energy efficiency implemented in any 3-year
reporting period established by subsection (f) of Section 8-104 of this Act, by an
amount necessary to limit the estimated average increase in the amounts paid by
retail customers in connection with natural gas service to no more than 2% in the
applicable 3- year reporting period.

(220 ILCS 5/8-104(d))

Staff argues that Subsection 8-104(d) does not require that the spending cap include
amounts paid by all retail customers, but rather provides for a spending cap on “amounts paid by
retail customers in connection with natural gas service.” Staff notes the language does not state
all retail customers, but to the contrary, the reference to retail customers is specifically limited to
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those in connection with natural gas service. Had the General Assembly intended to include all
retail customers, Staff submits it would have drafted the statute to omit the description “in
connection with natural gas service.”

In essence, Staff opines that ELPC and the AG would simply have the Commission
replace the language used in Subsection 8-104(d) with that used in Subsection 8-104(c), however
the language in Subsection 8-104(d) cannot be ignored. Staff submits that the Commission’s
final Order correctly reflects that language, and is consistent with the statute and with legislative
intent; therefore, the final Order should not be modified with respect to the issue of the
calculation of the spending cap.

C. AG

The AG urges the Commission to reject Ameren’s calculation of its savings goals, which
relies on tortured reading of Section 8-104 as a whole, and the word “retail” in particular. The
AG argues that this position is inconsistent and contrary to Section 8-104 of the Act. The AG
opines that Section 8-104(c) is very clear as to which customers should be excluded from gas
efficiency programs and gas savings goals.

The AG notes that 8-104(c) of the Act provides that natural gas utilities shall implement
cost-effective energy efficiency measures to meet at least the following natural gas savings
requirements, which shall be based upon the total amount of gas delivered to retail customers,
other than the customers described in subsection (m) of this Section, during calendar year 2009
multiplied by the applicable percentage. The AG avers that Section 8-104(m) of the Act
provides a specific application process for disqualifying customers from participation and
assessment of charges associated with the energy efficiency programs provided under the Act.
The AG indicates that this section also contains a requirement that these self-directing customers
establish annual energy efficiency reserve accounts for purposes of participating in efficiency
measures, albeit non-utility sponsored measures.

The AG argues that this language makes clear that only these customers are to be
excluded for purposes of calculating savings and spending goals, and nothing in the clear
language of the statue provides or implies that large volume commaodity shall be excluded from
utility plan spending and savings goal amounts.

The AG states that the issue as to which gas usage/therms should be excluded from the
gas savings and spending calculation is further clarified in Section 8-104(e), which provides that
a utility providing approved energy efficiency measures in this State shall be permitted to
recover costs of those measures through an automatic adjustment clause tariff filed with and
approved by the Commission. The AG believes that this provision makes clear that all of the
utility’s customers except those who receive an exemption through subpart (m) of Section 8-104
shall be assessed the energy efficiency cost recovery charges.

In the AG's view, there is no language in Section 8-104 to contradict the clear, limited
exemption language of part (m) of Section 8-104, nor any suggestion that a “retail customer” of a
local distribution gas company somehow includes only the commaodity of residential and small
business customers, but not larger commercial customers for purposes of calculating both gas
savings goals and spending limits.
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In addition, the AG notes there is no evidence that Ameren normally classifies these
excluded large volume commercial customers as “wholesale,” and there is no justification for
asserting these delivery customers are not retail customers of Ameren. Certainly, if small
customers purchasing commodity from a third party are considered “retail,” the AG states no
reason is provided in the Company’s tariffs or testimony to suggest that a larger volume
customer who purchases gas themselves is somehow “wholesale” rather than “retail.”

The AG asserts that the Act, taken as a whole, creates contradictions and illogical
conclusions if one were to agree with Staff’s and Ameren’s interpretation of how to calculate the
spending cap. While Staff quotes a colloquy between Representative Reitz and Representative
Flider in support of its position, that AG avers that this is simply a tautological question that
elicits no new information. Put simply, Reitz has simply asked Flider to confirm whether the
term “retail” means that retail is included and “wholesale” excluded. There is no indication of
what Flider might consider a wholesale customer, and the context is still in reference to a
merchant electric generator. The AG claims this passage, if meant to shed light on what is meant
by “wholesale gas purchases” or any portion of Section 8-104, is less than transparent.

While transcripts of legislative debates can be helpful in elucidating vague statutory
provisions that are subject to various interpretations, the AG states it is well-settled that when
courts are interpreting a statute, the legislature’s intent must be ascertained and given effect, and
the determination as to intent begins with the plain and ordinary meaning of the statute without
resorting to other aids. (Metropolitan Life Ins. Co. v. Washburn, 112 Ill.2d 486,492 (1986)) In
addition, the AG notes that it is also a fundamental rule of statutory construction that where there
exists a general statutory provision and a specific statutory provision, either in the same or in
another act, both relating to the same subject the specific provision controls and should be
applied. (People v. Villarreal, 152 111.2d 3658, 379 (1992))

The AG argues that the Act is clear when it refers to the “total amount of gas delivered,”
and to count delivery costs, but not the “total amount of gas” makes no sense. The AG also
asserts there is an inconsistency in the Act if these customers’ usage is excluded from efficiency
spending, but Section 8-104(e) requires collection of revenues for the programs from all
customers except those identified in subpart (m).

In addition, the AG notes that the Act makes clear that even those customers of the gas
utility who meet the requirements of the exemption provision must still set aside in an account an
amount (2% of the customer’s gas cost) dedicated to energy efficiency measures, as Section 8-
104(m) requires a SDC [self-directing customer] to set aside and certify annual funding levels for
an energy efficiency reserve account will be equal to 2% of the customers cost of natural gas,
composed of the customer’s commaodity cost and the delivery service charges paid to the gas
utility. The AG avers that Staff and Ameren’s interpretation of Section 8-104 would create a
new class of customers (“wholesale”) with the distinction of being the only Ameren customers
who would not have to participate in, and pay for, energy efficiency measures or programs.
Since the purpose of subsection (m) is clearly to allow these customers an exemption from the
more traditional EEP funding mechanism, the AG believes it makes no sense that the legislature
would choose to impose higher charges on them than other customers that can not meet the
subsection (m) criteria.
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The AG notes that Ameren assumes a slightly different take than Staff on the meaning of
Section 8-104(d), arguing, principally, that the value of all of the gas commodity sold by any
alternative gas supplier — certified or non-certified — should be excluded. As its fallback
argument, the AG states that Ameren relies on the same legislative colloguy as support for the
notion that the value of the gas commodity purchased by non-certified alternative gas suppliers
should be excluded from the calculation of the gas spending cap. The AG avers this suits
Ameren’s purposes, given that Ameren currently has no residential and small commercial
customers purchasing commodity from certified alternative gas supplier. The AG asserts that the
plain language of the Act provides that all of Ameren’s customers, except those described in
subpart (m) of Section 8-104, shall participate in, help pay for the programs and have their therm
usage included in the computation of energy savings, and taken as a whole, the Act supports the
inclusion of the commodity purchases of large volume transportation customers within the gas
spending cap in Section 8-103. The AG opines that the specific provisions of Section 8-104(c),
(d), (e) and (m) simply do not support exclusion of the commaodity of large transportation
customers.

The AG asserts that Staff and Ameren's interpretation of the legislative history raises
clear contradictions with the statute as a whole and the clear meaning of the words in parts (c),
(d), (e) and (m) of Section 8-104, as noted above. The AG argues that the Act is clear when it
refers to the “total amount of gas delivered” for purposes of calculating the required energy
savings, and to count delivery costs, but not the “total amount of gas” when computing the gas
spending limits makes no sense. Also, the AG notes there is an inconsistency in the Act if these
customers’ usage is excluded from efficiency spending, but Section 8-104(e) requires collection
of revenues for the programs from all customers except those identified in subpart (m).

The AG notes that Ameren’s principal argument for excluding large volume
transportation customers’ gas costs from the calculation of the spending cap is that all
commodity purchased by alternative gas suppliers should be excluded in the calculation of the
gas spending cap. The AG states that Ameren asserts that the reference in subsection (d) to
“limit the estimated average increase in the amounts paid by retail customers in connection with
natural gas service” necessarily excludes any costs paid by retail customers that are not “in
connection” with the natural gas service provided by Ameren, and that “the *service’ rendered by
Ameren is the delivery of the third party commodity, not the sales.” The AG notes Ameren then
concludes *“all commodity charges — which deal with the sale of gas by a third-party supplier and
are not ‘in connection with delivery service’ — should be excluded from the spending limit
calculation.” While Ameren argues this makes sense because the “amount Ameren Illinois
spends on energy efficiency programs should not be impacted by the amount a transportation
customer contracts with an alternative gas supplier for the sale of gas,” the AG disagrees.

The AG states that Ameren's claim that the commaodity portion of a customer’s bill is not
“connected” to natural gas service is illogical. Moreover, the AG notes that rules of statutory
interpretation require that those interpreting the language use the plain, ordinary meaning of the
word when interpreting a statute. The AG avers that Merriam-Webster’s Collegiate Dictionary
defines “connection” as “the state of being connected” and “causal or logical relation or
sequence,” “connected” as “joined or linked together” and “having the parts or elements
logically linked together,” therefore commaodity service is, in fact, “joined or linked together” to
delivery service. The AG avers that Ameren’s dissection of the phrase “amounts paid by retail
customers in connection with natural gas service” to exclude commodity purchases for purposes
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of setting the spending limit is contrary to the legislative precept that words in a statute be given
their plain, ordinary meaning.

The AG recommends that the Commission reject Ameren’s proposed calculation of
savings goals and plan spending and direct Ameren to properly calculate its gas spending
amounts to include all transportation gas delivered by Ameren to end-use customers not falling
under the subsection (m) exemption. The AG also urges the Commission to direct Ameren to
properly calculate and document all subsection (m) exemptions, including providing explicit
information about the number of customers, if any, that have applied for the SDC option, along
with the gas load associated with those customers. The AG claims this recalculation would have
the effect of increasing spending within the spending cap in a manner that is consistent with the
Commission’s required calculation of gas savings, thereby providing greater net benefits to
Ameren customers.

D. ELPC

ELPC states that it is not clear, and the Commission does not explain, how the legislative
discussion cited by Ameren and Staff supports the Commission’s interpretation of the statute.
ELPC notes the transcript never even mentions transportation customers nor does it define the
terms “wholesale” and “retail." In order to reach the conclusion it wants, ELPC claims the
Commission would have to assume that Mr. Reitz confused “wholesale” with “retail,” and that
Representative Flider who is a former Illinois Power executive was confused as well. In
reviewing the discussion, ELPC cannot see any evidence that the Representatives were using the
term “wholesale commodity costs” as shorthand for the cost of gas purchased by a subset of the
utility’s retail transportation customers.

ELPC argues that there is a long history of Illinois Supreme Court and Appellate cases
that state that it is only appropriate to turn to legislative history when the statutory language is
not clear. “The language of the statute is the most reliable indicator of the legislature’s objective
in enacting a particular law.” (Town and Country Utilities v. Illinois Pollution Control Board,
225 11l. 2d 103, 117, 866 N.E. 2d 227 (2007)) “The statutory language is usually the best
indication of legislative intent.” (Metro Utility Co. v. lllinois Commerce Comm'n, 262 Ill. App.
3d 266, 274 (1997)) More specifically, “Where the plain language of the statute clearly
expresses the legislative intent, we do not need to resort to other interpretive aids, such as
Committee Comments.” (The People of the State of Illinois v. Charles DeFillipo, 387 Ill. App
3d. 322, 334, 899 N.E. 2d 1135 (2008)) ELPC avers that in this proceeding the statute clearly
and unambiguously directs utilities to calculate their spending caps based on the amounts paid
for natural gas service by all “retail customers.” If the legislature had intended to exclude
revenue from transportation customers from the calculation of spending limits it would have
done so explicitly. Thus, in this instance ELPC believes it was improper to turn to the legislative
history.

ELPC asserts that the Commission's Proposed Order in Peoples/North Shore lays out the
appropriate analysis. In that case, ELPC states the Commission found that the Companies’
interpretation of the same legislative colloguy “raises clear contradictions with the statute as a
whole and the clear meaning of the words in parts (c), (e) and (m) of Section 8-104.”
(Peoples/North Shore Proposed Order at 28). The Commission held that “Section 8-104 clearly
indicates that exemptions to gas savings and spending targets apply to any customer other than
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those who qualify under the very specific process outlined in Section 8-104(m).” Thus, the
Commission required Peoples and North Shore to recalculate their saving goals and spending
limits. As described above, the Order noted that the “key factor” for defining “retail customers”
is “whether the customer uses the commaodity or resells it.” ELPC states the Proposed Order in
Peoples/North Shore interprets the statute in the only way that makes sense under the statute.

ELPC states the issue before the Commission on Rehearing is the appropriate calculation
of Ameren’s spending cap for its gas programs under Section 5/8-104(e), which requires Ameren
to calculate the spending cap based on sales to “retail customers.” ELPC notes the Commission
held that “retail customers” should include Ameren’s large transportation customers for the
purposes of calculating the savings goals but exclude the same customers for purposes of
calculating the spending cap, while ELPC argues that the spending cap should be based on the
amount paid for gas by all retail customers.

Contrary to the claims of Ameren and Staff, ELPC believes the statutory language here is
clear and the Commission should not have to consider the legislative history. ELPC notes the
Illinois Supreme Court addressed a similar issue regarding interpretation of the term *“gross
receipts” in an Illinois Power case, where Illinois Power argued that legislative history supported
an interpretation of the language different from the plain language in the statute. ELPC argues
that in lllinois Power v. Mahin, 72 Ill. 2d 189, 381 N.E. 2d 222 (1978), the Court concluded that
you never get to the legislative history when the statutory language is clear.

ELPC states that despite the clear language in the statute, Ameren argues that only
delivery costs of gas, not the commaodity costs, should be included in the calculation. Similarly,
ELPC notes that Staff argues that the calculation of the spending cap should be based on the
amount paid by retail customers “that excludes the amounts paid by large non-certified
alternative gas suppliers.” ELPC avers that in both instances Ameren and Staff add
qualifications to the plain language of the statute that bases the calculation on “amounts by retail
customers in connection with natural gas service.” ELPC notes that despite the fact that the
statutory language is clear; both Ameren and Staff claim that the legislative history of the bill
supports their position. ELPC opines that both Staff and Ameren’s arguments require a
significant re-interpretation of the statutory history to make it support Ameren and Staff’s
positions.

Finally, ELPC argues that even the Commission notes the inconsistency of its
interpretation of the statute setting the savings target and spending cap stating, “While this result
may seem contradictory at first blush, it is clear to the Commission that this finding comports
with the statute in question, and the attendant legislative history as discussed by Staff. ELPC
argues however, the Commission should never get to the statutory history; and the statutory
history does not say what Staff and Ameren claim it does.

E. Commission Conclusion

The Commission first notes that in the December 21, 2010 Order in this proceeding, it
approved a gas plan spending limit for Ameren of $56,641,420 over the three years of the plan.
It appears from the Order that this amount was agreed to by Staff and Ameren, and little input
was received from any of the other parties to this proceeding on this issue. The evidence in the
case in chief, and affirmed by the briefs filed on rehearing, indicate that Ameren and Staff favor
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different methods of calculating the spending cap, with Ameren excluding the commodity cost
associated with all gas transported for alternative gas suppliers, while Staff supports excluding
only the commodity cost associated with gas transported for non-certified alternative gas
suppliers. The AG made some more general comments on the spending cap issue suggesting that
Ameren seek outside sources of funding, however; it did not propose a figure other than that
adopted by the Commission in the final Order.

Following issuance of the Order, ELPC made a request for rehearing on the spending cap
issue, claiming that the Order was contrary to the Commission's finding in the Proposed Order in
Peoples/North Shore. As an initial matter, the Commission notes that a proposed order is not a
final order of the Commission, and that the findings contained in a proposed order are simply
recommendations by the Administrative Law Judge. The Commission wishes to emphasize this
fact, as it is unclear from the briefs filed by ELPC that it appreciates the difference. This is
evidenced by portions of ELPC's Initial Brief on Rehearing, where ELPC, in discussing the
Proposed Order in Peoples/North Shore, mentions the "Commission's Proposed Order," the
"Commission held that Section 8-104," and the "Commission required."”

On rehearing, Staff and Ameren reiterated their previously identified positions on
calculation of the gas spending limit, while the AG and ELPC support including the commodity
cost associated with gas transported for both certified and non-certified alternative gas suppliers.
All parties appear to agree that the gas transported for customers identified in subpart (m) should
be excluded from the calculations. The AG and ELPC also suggest the Commission should not
refer to the legislative history, claiming the statute is clear and does not require further
interpretation. Ameren and Staff both refer to the legislative history to support their
interpretations of Section 8-104 of the Act. The Commission is of the opinion that when four
parties who regularly appear before the Commission view a statute and develop three different
opinions on what that statute means, there is most likely some ambiguity in the interpretation of
the statute. The Commission finds it appropriate in this instance to refer to the legislative history
in an attempt to determine the Legislature's intent. The Commission notes that the Legislature
used similar, but not identical terms in which Section 8-104(c) refers to the "total amount of gas
delivered to retail customers,” and Section 8-104(d) refers to "amounts paid by retail customers
in connection with natural gas service." The Commission believes that had the Legislature
intended these terms to mean the same thing, it seems apparent that it would have used identical
language.

Ameren suggests that the Commission need not address whether Staff's method or
Ameren's method is the appropriate method of calculating the spending limit in this proceeding,
as Staff and Ameren presented an agreed amount for the spending cap, despite their different
methods. This is apparently due to the fact that Ameren has no residential or small commercial
customers who purchase gas from certified alternative gas suppliers. The Commission notes that
this agreed amount presented by Ameren and Staff was essentially the only evidence presented
quantifying the gas spending limit during this proceeding. Although the AG and ELPC now
suggest the Commission order a different amount based on their arguments, the record contains
no quantification of what their proposed gas spending limit would be.

The Commission is satisfied based on the evidence and arguments presented that the gas
spending limit as set forth in the December 21, 2010 Order was correct. The Commission is of
the opinion that based on the language in the statute, and the legislative history presented, the
Legislature intended to exclude from the calculation of the spending cap the commaodity cost
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associated with gas transported for certain customers. Neither the AG nor ELPC offer any
alternative explanation of the legislative history cited by Ameren and Staff in support of their
interpretation of Sections 8-104(c) and 8-104(d). The Commission now must decide whether it
IS necessary to decide in this proceeding, whether Ameren or Staff is correct in their
interpretation of the statute. Because it makes no difference in the final result for this proceeding,
the Commission finds it would be premature to make a finding in this proceeding which might
influence other dockets, particularly when it appears the issue could be developed more fully by
the parties.

It is the Commission's hope that this issue might come before the Legislature before the
filing of the next gas savings plans, as clarification from the Legislature would enhance all
parties' understanding and handling of this issue.

9 111.AG/ELPC/NRDC REQUEST FOR CLARIFICATION

On January 4, 2011, the AG, ELPC, and the Natural Resources Defense Council
("NRDC™"), collectively ("Movants"), filed a "Motion for Clarification or In The Alternative
Application for Rehearing.” In this motion the Movants request the Commission clarify the
portions of the Order regarding the net-to-gross ratios and the Technical Reference Manual
("TRM"). The Movants believe that modifications are necessary to clarify the intentions of the
Commission, and propose suggested language to accomplish the suggested clarification. In the
alternative, the Movants requested rehearing on these issues. On January 11, 2011, Ameren filed
a response to this request indicating that Ameren did not agree with the need for clarification and
felt that the Order was sufficient. On January 20, 2011, the Commission denied the request for
rehearing, but held the matter of the request for clarification for future consideration. Following
this Commission action, the Administrative Law Judge sent out a ruling directing any party
wishing to respond to the request for clarification to do so by January 28, 2011; and any replies
thereto were to be filed by February 4, 2011. No party filed any response to the request for
clarification, while the Movants filed a reply to Ameren's earlier filed response.

The Commission finds that the Request for Clarification filed by the Movants is well
founded and that the changes to the Order suggested by the Movants are appropriate and should
be adopted. The Commission finds that Order should be clarified in the following manner.

The seventh paragraph in the "Commission Analysis and Conclusion" beginning at the
bottom of page 69 should be modified as follows.

Generally, the parties agree that the development of a TRM is appropriate.
While some parties believe it is appropriate to develop a statewide TRM, others
believe, at a minimum, it is premature to develop a statewide TRM. ELPC
witness Crandall, for example, recommends that the SAG should take primary

respon3|b|I|ty for developlng one stateW|de TRM HﬂW—Hg—F@W@WGd—(—h@—FGGGFd—GH

te@FdeFa—sta%emdeiFRM—m—thw—pFeeeedmgL The Commlssmn dlrects that

Ameren will work with other utilities subject to the requirements of Section 8-103
and 8-104 of the PUA and the SAG to develop a statewide TRM in-the-future for
use in the upcoming energy efficiency three-year plan cycle. This will allow a

consistent format to be developed for a TRM. The Commission also accepts
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Ameren's recommendation that Ameren, as well as ComEd, and the independent
evaluators strive to understand differences in evaluation results and to reconcile
differences not driven by differences in weather, market and customers.

Additionally, the tenth paragraph of that same section, in approximately the middle of
page 70, should be modified as follows.

As an initial matter, the Commission notes that it finds some of the
arguments regarding flxed values deemlng NTG and related |ssues to be

A|:na|t(-}lﬂ\—rn—tlor|s-|arre>ee<-)e|+n<§)L Desplte the confusmn Ameren Staff CUB and

NRDC-ELPC appear to agree to some extent that plan savings and cost-
effectiveness calculations be made using fixed values for unit savings that apply
to at least some standard measures. Among other things, CUB suggests that the
Commission policy with respect to deemed parameters for gross measure savings
and other parameters should be consistent across utilities. As outlined above,
NRDC-ELPC identified specific standard items for which it believes deeming of
gross measure savings is appropriate. NRDC-ELPC recommends that the actual
deemed values be determined in a separate proceeding. Finally, the Commission
notes that the timing for updated fixed value will be addressed separately below in
this conclusion.

Finally, a new final paragraph should be inserted at the bottom of page 72, and the
existing final paragraph beginning on the bottom of page 72 and carrying over to page 73 should
be deleted as shown below.

The Commission finds the NTG framework described above reasonable, would
provide consistency with the findings in the ComEd case, Docket No. 10-0570,
and it is hereby approved.
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The remainder of the "Commission Analysis and Conclusion™ contained on pages 68-73
of the December 21, 2010 Order, except as explicitly modified above, is hereby affirmed.

10 IV.STAFF REQUEST FOR CLARIFICATION

On January 19, 2011, Staff filed a "Motion for Clarification,” indicating that the Order
entered by the Commission on December 21, 2010 had increased the amount of savings Ameren
was required to accomplish under its revised gas energy savings plan, however, the Order did not
carry this increase over to DCEQO's gas energy savings plan. Staff noted that the plan DCEO had
initially filed contemplated savings of 22% of the required savings goal, slightly in excess of
DCEO's required 20% savings.

Following the filing of the request for clarification by Staff, the Administrative Law
Judge sent out a ruling directing any party wishing to respond to the request for clarification to
do so by January 28, 2011; and any replies thereto were to be filed by February 4, 2011. The
record in this proceeding reflects that no party to this docket took the opportunity to file a
response and comment or dispute Staff's suggestion of the need for clarification.

It appears to the Commission from a review of the record, that this issue regarding
DCEO's plan was apparently missed by all parties to this proceeding, as no party raised this issue
in any of the briefs filed in this docket. The Commission agrees after a review of the record in
this proceeding, that Staff has properly identified a portion of the December 21, 2010 Order
which must be clarified by the Commission.

The Commission is of the opinion that the most appropriate action to take on this issue,
would be to amend the previous Order's approval of DCEQ's gas savings plan, as it does not
contemplate satisfying the statutory requirement of 20% of the total gas savings, and direct
DCEO to make a compliance filing of a new plan which would satisfy the statute within 30 days
of the date of this Order on Rehearing.

11 V. FINDINGS AND ORDERING PARAGRAPHS

The Commission, having considered the entire record, and being fully advised in the
premises, is of the opinion and finds that:

1) The Ameren Illinois Company d/b/a Ameren Illinois is an Illinois corporation
engaged in the transmission, sale and distribution of electricity and gas to the
public in Illinois and is a public utility within the meaning of Section 3-105 of the
Public Utilities Act, an electric utility as defined in Section 16-102 of the Public
Utilities Act, and a gas utility as defined in Section 19-105 of the Public Utilities
Act;

@) the Commission has subject-matter jurisdiction and jurisdiction over this
proceeding;

(3) the findings of fact set forth in the prefatory portion of this Order are supported by
the evidence of record and are hereby incorporated into these findings;
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4) the Order entered in this proceeding by the Commission on December 21, 2010,
shall be amended as set forth in the prefatory portion of this Order on Rehearing;

(5) the Illinois Department of Commerce and Economic Opportunity is a state agency
that is statutorily obligated, pursuant to 220 ILCS 5/8-104(e) to utilize 25% of a
utility’s natural gas funding and achieve no less than 20% of the natural gas
savings requirements; therefore, pursuant to statute, this portion of the plan is
subject to Commission approval before implementation;

(6) the natural gas savings plan as developed by the Illinois Department of Commerce
and Economic Opportunity in this proceeding fails to achieve at least 20% of the
natural gas savings requirement adopted by the December 21, 2010 Order;

(7) the Department of Commerce and Economic Opportunity shall make a filing
within 30 days of the date of this Order providing a revised Energy Efficiency and
Demand Response Plan pursuant to Section 8-103 and 8-104 of the Public
Utilities Act, which revised plan contains terms and provisions consistent with
and reflective of the findings and determinations made in this Order and the
December 21, 2010 Order;

(8) except as specifically modified on rehearing, the December 21, 2010 Order is
hereby affirmed.

IT IS THEREFORE ORDERED by the Commission that the Order of December 21,
2010, is hereby amended consistent with the conclusions contained herein.

IT IS FURTHER ORDERED that the Department of Commerce and Economic
Opportunity is hereby authorized to and directed to make a filing within 30 days of the date of
this Order, such filing shall be a revised Energy Efficiency and Demand Response Plan pursuant
to Section 8-103 and 8-104 of the Public Utilities Act which revised plan contains terms and
provisions consistent with and reflective of the findings and determinations made in this Order.

IT IS FURTHER ORDERED that all motions, petitions, objections and other matters in
this proceeding that remain unresolved are hereby disposed of in a manner consistent with the
conclusions herein.

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of the
Public Utilities Act and 83 Ill. Admin. Code 200.880, this Order is final; it is not subject to the
Administrative Review Law.

By order of the Commission this 24th day of May, 2011.

(SIGNED) DOUGLAS P. SCOTT

Chairman
EXHIBIT F
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ILLINOIS COMMERCE COMMISSION
DOCKET NO. 10-
DIRECT TESTIMONY
OF
EDWARD M. WEAVER

INTRODUCTION

A. Witness Identification

Please state your name.

My name is Edward M. Weaver.

Are you the same Edward M. Weaver who submitted direct testimony on behalf of

Ameren lllinois on September 30" 20107

Yes.

B. Purpose and Scope

What is the purpose of your rebuttal testimony in this proceeding?

The purpose of my testimony is to respond to and discuss proposals submitted in Staff

and Intervener testimony regarding Ameren Illinois’ Energy Efficiency and Demand

Response Plan (“Plan”). Specifically, my testimony will address the following issues:

(A)  The benchmarking analysis I sponsored in my direct testimony supporting my
conclusion that the combined savings targets proposed by Ameren Illinois and the
Department of Commerce and Economic Opportunity (“DCEQ”) in this docket
are reasonable, given the spending limitations set forth in the Illinois Public
Utilities Act (“the Act”).

(B) Recommendations I made in regards to Evaluation, Measurement, and
Verification (“EM&V”) policies.

Due to the volume of testimony presented by the other witnesses and the accelerated

schedule for this proceeding, | was unable to address every issues raised by the other

witnesses in response to my direct testimony. If I do not respond to a particular issue
raised by one of the other witnesses, this should not be viewed as my support for that
issue.

C. Identification of Exhibits

Will you be sponsoring any exhibits with your rebuttal testimony?

Yes. | sponsor Ameren Illinois Exhibit 10.1.

BENCHMARK ANALYSIS

Please summarize the benchmark analysis you provided in your direct testimony.

I provided a benchmarking analysis that included two parts:

(A) A comparison of the savings targets and spending limitations required under the
Act to those achieved by portfolios implemented in other areas of the United
States in 2008 and 2009. My analysis showed that none of the of the 39 2008
benchmarks and only one of the 23 2009 benchmarks were able to meet the Act’s
PY6 savings target within the Act’s spending limitations. From this | concluded
that the Act’s targets were unrealistic, given the Act’s spending limitations.

(B) A comparison of the savings and spending proposed in this docket by Ameren
Illinois and DCEO to those achieved by portfolios implemented in other areas of
the United States in 2009. My analysis showed that—after adjusting for changes
in lighting markets driven by federal efficiency standards—the savings proposed
by Ameren Illinois and DCEO were in line with savings achieved by these other
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portfolios, given the Act’s spending limitations. From this | concluded that

Ameren Illinois’ proposed savings were reasonable.

What issues did the Staff and Interveners raise in their direct testimony regarding

your benchmark analysis?

Staff witness Brightwell, NRDC witness Grevatt, and AG witness Mosenthal were the

only witnesses who addressed my benchmark analysis in their direct testimonies. Mr.

Brightwell and Mr. Grevatt generally agreed that my analysis demonstrates that, at least

to some extent, the Act’s savings requirements are unrealistic, given the Act’s spending

limitations. Mr. Brightwell states “Mr. Weaver’s analysis clearly makes the case that it
would be very difficult for an electric utility to achieve the standards set forth in Section

8-103 (b) given the budgets he represents as available funds and the criteria he used to

establish a comparison group for benchmarking.” Staff Ex. 2.0, p. 7, lines 131-134.Mr.

Grevatt states “[b]ased on the evidence provided, | agree that it is unreasonable to expect

Ameren to be able to achieve PY6 savings goals within the spending limit.” NRDC EXx.

1.0, p. 8, lines 152-153.

However, neither witness fully endorsed my analysis and the conclusions | drew
from it. Their concerns, some of which are echoed by Mr. Mosenthal, fall into the
following general areas:

(A)  Mr. Grevatt concludes that my analysis does not adequately address the Act’s
requirements for PY4 and PY5. NRDC Ex. 1.0, p. 3, lines 59-61;

(B)  Mr. Grevatt, Mr. Brightwell, and Mr. Mosenthal all point out that Ameren Illinois
is delivering an integrated portfolio of electric and natural gas programs, which
they believe might lower overhead costs and improve performance relative to the
benchmark portfolios. NRDC Ex. 1.0, p. 12, line 237-p. 13, line 251; Staff Ex.
2.0, p. 7, lines 138-146; AG Ex. 1.0, p. 15, lines 10-15.

(C)  Mr. Grevatt and Mr. Mosenthal point out that Ameren Illinois’ portfolio is
relatively new, which they believe might improve its performance relative to the
more mature portfolios included in the benchmark sample. NRDC Ex. 1.0, p. 13,
lines 264-269; AG Ex. 1.0, p. 14, line 18-p. 15, line 9.

I respond to each of these issues in the following sections.

A. PY4 and PY5 Requirements of the Act

Can the benchmarks be used to draw conclusions about the Act’s PY4 and PY5

requirements?

Yes. While the analysis | presented in my direct testimony compared the benchmark

results to the Act’s PY6 requirements, the same data can also be compared to the Act’s

PY4 and PY5 requirements. | have developed Ameren Illinois Exhibit 10.1, which

repeats the PY6 analysis included in my direct testimony, but also displays the

benchmark results against the Act’s PY5 and PY4 requirements. The results are not
substantially different from those that I presented for PY6. That is, the overwhelming
majority of benchmark portfolios did not meet the Act’s savings requirements within the

Act’s spending limitations. | already pointed out in my direct testimony that only 1 of the

23 benchmark portfolios met the Act’s PY6 requirements; 3 of the 23 portfolios met the

Act’s PY5 requirements and 7 of the 23 met the Act’s PY4 requirements.

Can you provide any information to the Commission that will help it understand

more about the portfolios that were able to meet the Act’s requirements?

Yes. These portfolios can be generally categorized in two groups:

(A)  The first group includes portfolios that assign net-to-gross (NTG) ratios of 100%
to savings estimates. These include MidAmerican Energy, Interstate Power &

167



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

Light, Northern States Power, PacifiCorp, and Idaho Power. As | mentioned in
my direct testimony, several states assign NTG ratios at 100% for policy reasons
that are not relevant. However, if these portfolios were subject to the same NTG
policies that Ameren Illinois will face, their performance would show reduced
savings and increased costs per unit savings, and | expect none of the portfolios
would be able to meet the Act’s requirements.

(B)  The second group includes portfolios from the state of Nevada (Nevada Power
and Sierra Pacific Power). Nevada Power was the one portfolio identified in my
direct testimony that met even the Act’s PY6 requirements. | would be hesitant to
rely too heavily on these portfolios to set policy for expected performance in
Illinois. Nevada’s extreme weather drives up savings from cooling measures (and
also lighting measures due to interactive effects that create additional cooling
savings), and drives down associated cost per kWh saved.

Are there any other factors important for the Commission to understand regarding

the Act Benchmark Analysis?

Yes. As | mentioned in my direct testimony, while the Act Benchmarks show that the

great majority of portfolios were unable to meet the Act’s requirements in the past,

coming changes in lighting markets will make it even more difficult for Ameren Illinois
to match the performance of the benchmark portfolios in the future. As | outlined in my
direct testimony, federal standards and other market changes will greatly reduce
opportunities for savings from compact fluorescent lamps and T8 fluorescent lighting
systems. AG witness Mosenthal and NRDC witness Grevatt both made similar

observations in their Direct Testimonies. AG Ex. 1.0, p.16, lines 6-8, p. 18, lines 9-21, p.

42, lines 18-19, p. 54, lines 12-13; NRDC Ex. 1.0, p. lines 312-315.

Does your analysis lead to you change any of the conclusions you made regarding

the Act’s requirements in your direct testimony?

No. My conclusions still hold and can be expanded to specifically address the Act’s PY4

and PY5 requirements as well. The great majority of the 23 benchmark portfolios

operating during 2009 were unable to meet the Act’s requirements. Only 1 met the PY6
requirements, only 3 met the PY5 requirements, and only 7 met the PY4 requirements,
and the only portfolios that met the requirements measured savings using NTG ratios of

100% or were located in the state of Nevada. Since the benchmark results show that it

would be difficult for Ameren Illinois to meet the Act’s requirements, even if it could

duplicate results from the highest performing 2009 portfolios, and since changes in
lighting markets will make it even more difficult for Ameren Illinois to achieve cost-
effective savings in the future, I continue to maintain that the Act’s savings requirements
are unrealistic, given its spending limitations.

Mr. Grevatt used some of the information from your Act Benchmark Analysis to

attempt to show that the Act’s PY4 and PY5 requirements might be obtainable by

Ameren lllinois. How do you respond to his analysis?

Mr. Grevatt used some of the data from my analysis to identify benchmark portfolios that

met the Act’s PY4 and PY5 requirements. NRDC Ex. 1.0, p. 8,line 167- p. 9, line 189.

However, he selected only a subset of my benchmark portfolios, which skews his results.

For example, his analysis of the 2008 portfolios includes only 8 of the 39 portfolios from

my broader sample, and his analysis of the 2009 portfolios includes only 10 of the 23

portfolios from my sample. While his analysis is able to identify a few programs that

meet the Act’s requirements, by limiting his analysis, he ignores the vast majority of
portfolios that fail to meet the Act’s requirements. For example, in his 2009 analysis, of
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the 10 portfolios he selected, he identifies 7 that meet the Act’s more stringent savings
requirement for PY5, and then determines that 5 of these portfolios also meet his
definition of the Act’s PY5 spending limitation®. Yet in presenting the information in this
manner, he fails to account for the 16 programs I identified earlier that failed to meet
either of the Act’s requirements. While 5 portfolios is a large fraction of his 7 selected
portfolios, it is a small fraction of the 23 total portfolios.

Mr. Grevatt also characterizes the Act’s spending limitation in nominal dollars,
which further skews his analysis, and inflates his count of portfolios meeting the Act’s
requirements. In my Ameren Illinois Exhibit 5.2, | identify the costs per unit savings that
Ameren Illinois would need to meet in order to comply with the Act’s spending
limitations. These values are $0.191 per kWh in PY4 and $0.153 per kWh in PY5,
expressed in nominal dollars (that is, dollars that Ameren Illinois will actually spend
during PY4 and PY5). But, in order to compare these values to spending at the
benchmark portfolios in 2008 and 2009, they must first be adjusted for inflation. For
example, in 2009 dollars, the values decrease to $0.182 per kwh for PY4 and $0.142 per
kWh for PY5.

With these corrected values, fewer portfolios meet the Act’s requirements. As |
showed in Ameren Illinois Exhibit 10.1, from the 2009 benchmark sample, 7 portfolios
meet the Act’s PY4 requirements and 3 meet the Act’s PY5 requirements. Or, to put it
another way, 16 of the 23 benchmark portfolios don’t meet the Act’s PY4 requirements,
and 20 of the 23 portfolios don’t meet the Act’s PY5 requirements. Since Mr. Grevatt
excludes from his analysis portfolios saving more than 1.2% of energy deliveries, only 6
portfolios meet Mr. Grevatt’s criteria for PY4 and only 2 meet Mr. Grevatt’s criteria for
PY5.

Finally, Mr. Grevatt also ignores the issue of changing lighting markets that |
raised in my direct testimony to place my benchmark results in context. Even if Ameren
Illinois were able to match the performance of the best 2009 portfolios (and exceed the
performance of the vast majority of the 2009 benchmark sample), it may not be enough to
meet the Act’s requirements, since opportunities for savings from lighting measures will
be substantially less in PY4 and PY5 than they were in 20009.

For the reasons set forth above, the Commission should not rely on Mr. Grevatt’s
analysis for making policy in this docket. The benchmarking analyses | have supported in
my direct and rebuttal testimonies should be given much more weight by the
Commission.

Mr. Grevatt offers an alternative benchmarking analysis completed for the
Vermont Department of Public Service by Navigant Consulting. Do you have any
comments regarding this study?

Since Mr. Grevatt provided almost no detail on the study in his direct testimony and did
not include the study in his workpapers, given the accelerated schedule for this docket, |
have not had adequate time to fully review the Navigant analysis. However, | have
reviewed it briefly, and offer the following comments to place it in context.

The study compares portfolio results from 2008 for 25 portfolios operated
throughout the United States to those for Efficiency Vermont and Burlington Electric
Department. Of the 27 portfolios included in the analysis, 12 portfolios were for

® As | will show later in my testimony, Mr. Grevatt fails to account for inflation in his analysis, which causes him to
overstate the number of portfolios meeting the Act’s spending and savings requirements. After adjusting for
inflation, only 3 benchmark portfolios meet the Act’s PY5 requirements, and only 2 of these meet Mr. Grevatt’s
selection criteria.
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municipal utilities or very small investor owned utilities, which, I presume, Navigant
included in the analysis in order to provide informative benchmarks for the Burlington
Electric Department. However, small utilities are not appropriate benchmarks for
comparison to Ameren lllinois. For example, Ameren Illinois serves xxx residential
customers located in municipalities spread over square miles. By contrast, the Chicopee,
Massachusetts municipal electric utility included in the benchmark analysis serves
customers in part of one town covering square miles. The marketing and infrastructure
challenges facing Ameren Illinois are really not comparable to those facing the City of
Chicopee and the other small utilities included in Navigant’s analysis.

Because the Navigant Analysis includes data from so many small utilities that are
not comparable to Ameren Illinois, because Mr. Grevatt has provided little or no
information to support the values included in the analysis, and because the analysis relied
on data from 2008, the Commission should not rely on it for making policy in this docket.
The benchmarking analyses | have supported in my direct and rebuttal testimonies, which
I have fully supported through discovery, and which include data from 2009 that is more
current than the Navigant analysis, should be given much more weight by the
Commission.

B. Integrated Electric and Natural Gas Portfolios

How do you respond to the comments cited earlier by Mr. Brightwell, Mr. Grevatt,
and Mr. Mosenthal regarding overhead costs?

All three witnesses make similar points, effectively saying that since Ameren lllinois is
operating integrated programs, its overhead costs should be lower than those for the
benchmark portfolios, making it easier to meet the Act’s requirements.

While I agree that integrated programs offer efficiencies, these efficiencies are
relatively small, and have minimal impact on the benchmark results. For example, Mr.
Costanero, in his rebuttal testimony calculates that these efficiencies might represent
approximately 3% of Ameren Illinois’ total portfolio cost.

In addition, the vast majority of the portfolios included in my 2009 benchmark
analysis also achieve synergies from integrated (or at least coordinated) program
operation, so, even though the effect is small, it is accounted for in the benchmark
analysis. Eleven of the 23 portfolios operate integrated programs. (Using the acronyms
defined on page 4 of Ameren Illinois Exhibit 10.1, these include PG&E, SDG&E, PSE,
Avista, SPP, PSCo, MidAm, IPL, NSP, ETO, and WFOE). Another 7 portfolios deliver
at least some programs in cooperation with neighboring natural gas utilities, serving joint
customers with similar delivery strategies, common implementation contractors, and
coordinated rebates. (Again using the acronyms defined on page 4 of Ameren Illinois
Exhibit 10.1, these include SCE, PC, PNM, MECo, CL&P, Ul, and EVT.) | also note
that, of the six remaining portfolios, three (Again using the acronyms defined on page 4
of Ameren Illinois Exhibit 10.1, NP, SPP, and APS) have the lowest costs per kWh
delivered of any of the portfolios included in the analysis, which would be a curious
result if there were substantial cost savings for integrated portfolio delivery.

C. Portfolio Maturity

How do you respond to the comments cited earlier by Mr. Grevatt and Mr.
Mosenthal concerning savings opportunities available to new portfolios?

Both witnesses made similar points, effectively saying that since Ameren Illinois’
portfolio was less mature, it might have greater opportunities for savings, since the more
mature portfolios included in the benchmark analysis may have already exhausted easier,
lower-cost opportunities. As Mr. Mosenthal puts it “Ameren should have more ‘low
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hanging fruit’ still available because of its recent entry and historically much lower
efficiency efforts.” AG Ex. 1.0, p. 15, lines 4-5.

While I agree, in theory, Ameren Illinois might have some opportunities that have
been exhausted by more mature portfolios, the magnitude of this effect is small, and has
minimal impact on the benchmark results. In my view, even the mature portfolios
continued to harvest substantial volumes of “low hanging fruit” during 2009. For
example, Efficiency Vermont—which is administered by Mr. Grevatt’s employer—
obtained 72% of its 2009 savings from lighting projects: 40% from its Residential
Efficient Products program (primarily from CFL measures), another 22% from its
Business Existing Facilities program (primarily from T12 fluorescent upgrades), and the
remaining 10% from other lighting opportunities. In my view, CFL and T12 measures
hang about as low as efficiency opportunities can go. Efficiency Vermont operates in a
state with a history of energy efficiency programs dating back to the late 1980s. If they
are still harvesting this level of low hanging fruit more than 20 years in, then I believe
that the “maturity factor” has a minimum effect on my benchmark results.

In addition, as | pointed out in my direct testimony, less mature portfolios face barriers

that make it difficult for them to match the performance of portfolios that have been operating
for decades. It takes a long time to build the customer awareness, trade-ally infrastructure—and,
for that matter, internal infrastructure for product development, marketing, and similar
functions—necessary to fully penetrate efficiency markets. In my view, these barriers more than
offset any effects that Ameren Illinois may find from “low hanging fruit.”

Q.
A.

D. Timing for Updating Fixed Values

What positions did the other witnesses take regarding the timing of updating fixed

values?

While Ms. Hinman supported the 3-year update cycle that | proposed in my direct

testimony, Staff Ex. 1.0, p. 25, line 579-p. 26, 1ine585, Mr. Mosenthal proposed a shorter

update cycle for both unit savings and NTG ratios, AG Ex. 1.0, p. 37, lines 14-20; p. 42,

lines 19-21. In the interest of crafting a proposal that might gain support from all parties,

I included a shorter update cycle in my modified EM&V framework. My proposal has the

following features:

(A)  Asnew evaluation results for unit savings and NTG ratios are completed, they
will be applied prospectively in the following Plan year.

(B)  New evaluation results completed prior to March 1 will be incorporated into the
fixed input values applied to the following Plan year. For example, evaluations
completed by March 1, 2012 will be incorporated into fixed input values used to
calculate Plan savings for PY5, which begins June 1, 2012.

(C)  Fixed input values for load shapes and measure lives remain constant for the
entire Plan period. New evaluation results for load shapes and measure lives will
be incorporated into the following Plan.

EM&V POLICY

Please summarize the EM&YV policy recommendations that you provided in your

direct testimony.

I provided three recommendations regarding EM&YV policy. | recommended the

Commission:

(A)  Prioritize evaluation activities to ensure that the most effective evaluation
activities are conducted within the spending limitations set by the Act;

171



Ameren lllinois Plan ODC Plan 2 Evaluation Services Contract

(B)  Adjust evaluation cycles so that one process evaluation and one impact evaluation
are conducted for each program during each Plan cycle, in addition to annual
activities necessary to verify program participation;

(C)  Approve fixed values from the best information available when the Plan is
approved for unit annual impacts, NTG ratios, load shapes, and useful life inputs
used to calculate plan savings.

What issues did the Staff and Interveners raise in their direct testimony regarding

your EM&YV recommendations?

Staff witness Hinman, AG witness Mosenthal, NRDC witness Grevatt, ELPC witness

Crandall, and CUB witness Thomas all responded to my EM&V recommendations in

their direct testimonies. Most witnesses supported at least some of my policy

recommendations, although each witness offered additional recommendations to change
or enhance my recommendations. For example:

(A)  Ms. Hinman, Mr. Mosenthal and Mr. Grevatt all generally supported my
recommendations to prioritize evaluation activities. Staff Ex. 1.0, p. 25, line 579-
p. 26 line 585; AG Ex. 1.0, p. 29, line 22; NRDC Ex. 1.0, p. 41, line 840.

(B)  Ms. Hinman and Mr. Grevatt both generally supported my recommendation that
evaluations be completed within the 3-year plan cycle, although each also
proposed modifications to my proposal. Staff Ex. 1.0, p. 25, line 579-p. 26, line
585; NRDC Ex. 1.0, p. 41, lines 132-137.

(C)  Ms. Hinman (page lines 452-463), Mr. Mosenthal (cite), Mr. Grevatt (page cite)
all supported application of fixed values for the calculation of plan savings for at
least some variables in some circumstances. However, each also proposed
modifications addressing how the fixed values should be applied. Staff Ex. 1.0, p.
19, line 454-p. 20, line 466; AG Ex. 1.0, p. 32, line 1-p. 37, line 20; p. 42, lines
14-26; NRDC Ex. 1.0, p. 6, lines 109-114. Their recommendations generally fell
into the following categories:

1) Application of fixed values to unit savings impacts;

@) Application of fixed values to NTG ratios;

3 Application of fixed values to useful lives and load shapes;

4) Timing for updating fixed values;

(5) Treatment of realization rates;

(6) Development of a technical reference manual (TRM);

With the exception of the prioritization of evaluation activities, which all parties seem to

support, I respond to each of these issues in the following sections. In addition, I will

make some recommendations regarding the process for approving fixed input values in
this docket.

First, I will present my modified proposal for an EM&V framework that
summarizes my recommendations in each area and takes into account many of the
recommendations proposed by other witnesses.

A. Modified EM&V Framework

Please describe the features included in your proposal for a modified EM&V

framework.

My proposal includes the following features:

(A)  Evaluation cycle: The Commission should adopt a policy that explicitly allows
the independent evaluator to conduct less than one impact evaluations 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
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cycle, and with the discretion to use mini studies or other ad hoc impact and
process evaluation approaches. 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. The
independent evaluator shall solicit input from stakeholders and from Ameren
Illinois in the development of these evaluation plans, but final plans shall be
developed solely at the discretion of the independent evaluator.

Verified participation: the Commission should require plan savings and cost-
effectiveness calculations be made using participation values that are verified by
the independent evaluator and updated each year.

Application of fixed values to unit savings for standard measures: the
Commission should require that plan savings and cost-effectiveness calculations
be made using fixed values for unit savings that apply to all standard measures.
Fixed unit savings values shall be updated annually to incorporate evaluation
results completed before March 1 of the previous Plan year, for application in the
beginning of each new plan year. That is, changes in fixed unit savings values
shall always be applied prospectively.

Application of fixed values to unit savings for nonstandard measures: the
Commission should require that plan savings and cost-effectiveness calculations
be made using estimates of unit impacts for nonstandard measures that are
determined by the independent evaluator. Unit impacts for nonstandard measures
shall be updated annually and applied retrospectively.

Application of fixed values to NTG ratios: the Commission should require that
plan savings and cost-effectiveness calculations be made using fixed NTG values.
Fixed NTG values shall be updated annually to incorporate evaluation results
completed before March 1 of the previous Plan year, for application in the
beginning of each new plan year. That is, changes in NTG savings values shall
always be applied prospectively.

Application of fixed values to load shapes and useful lives: the Commission
should require that plan cost-effectiveness calculations be made using fixed load
shapes and useful lives that apply to all standard measures. Fixed load shape and
useful life values shall remain unchanged for all 3 years of the Plan period, and be
updated for the next Plan cycle.

Timing for updating fixed values: As defined in the preceding paragraphs, fixed
values for unit savings and NTG ratios will be updated on an annual basis, with
updates going into effect with each new Plan year, and with updates incorporating
information from evaluations completed prior to March 1 of the previous Plan
year. Fixed values for load shapes and measure lives will remain unchanged for
for all 3 years of the Plan period, and be updated for the next Plan cycle.
Development of a Technical reference manual: the Commission should direct
Ameren Illinois to develop a TRM that documents the algorithms and
assumptions used to calculate fixed values for unit impacts, NTG ratios, load
shapes, and useful lives used to calculate plan savings and cost effectiveness.

Please describe the features included in your proposal that differ from the proposal
you put forward in your direct testimony.

My modified proposal incorporates the following changes, incorporating
recommendations from the other witnesses:
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(A)  Evaluation cycle: Rather than proscribe one impact evaluation and one process
evaluation per Plan cycle, the modified framework provides more general
guidance to the independent evaluator, allowing the independent evaluator less
than one evaluation for each program in each year and setting a general goal of
one evaluation for each program per Plan cycle. Ultimately, the independent
evaluator will be responsible for determining the evaluation schedule, with input
from Ameren Illinois and stakeholders.

(B)  Timing for updating fixed input values: Rather than keep fixed input values
constant for the entire 3-year plan period, fixed inputs for unit savings and NTG
ratios will instead be updated for each new Plan year, with evaluation results
completed prior to March 1 of each year to be incorporated in the annual updates.

(C)  Development of a technical reference manual: Rather than rely entirely on tables
of fixed inputs, a technical reference manual will be developed to document the
algorithms and assumptions used to derive each input.

Please describe the features included in your proposal that differ from proposals put

forward by other witnesses in this proceeding.

My modified proposal differs from key proposals put forward by other witnesses in the

following areas:

(A)  Prospective application of new evaluation results: With my proposal, changes
from new evaluation results are always applied prospectively (with the exception
of unit impacts calculated for nonstandard measures), while some witnesses had
proposed applying evaluated unit impacts and NTG ratios retrospectively in
certain circumstances.

(B)  Timing for updating fixed input values: With my proposal, updates to fixed input
values occur on an annual basis, with changed values going into effect at the
beginning of each Plan year, incorporating evaluation results completed prior to
March 1 of each year, while some witnesses had proposed updating fixed input
values on a more frequent basis, with changes occurring on an ongoing basis
within each Plan year.

B. 3-Year Evaluation Cycle

What positions did the other witnesses take regarding evaluation cycles?

Ms. Hinman generally supported my original proposal, with the provision that the

Commission also direct Ameren Illinois to “have all program impact evaluations

completed at least three months before filing their next energy efficiency plan (Plan 3)”

and to have all process evaluations “conducted as early as possible for programs that do

not appear to be achieving the gross megawatt-hour savings as forecasted.” Staff Ex. 1.0,

p. 25, line 579-p. 26, line 585. These additional provisions are in line with policies I

suggested in my direct testimony, and | support them.

Mr. Grevatt states that “Ameren’s proposal to evaluate each program once in each
three-year plan cycle is reasonable.” NRDC Ex. 1.0, p. 7, lines 132-133. He also
identifies cases in which he believes it “might become advisable to carry out more
frequent E M&V.” NRDC Ex. 1.0, p. 7, line 137. | will address this condition later in my
testimony.

Mr. Mosenthal stated that my recommendation for one evaluation per program per
Plan cycle was too “proscriptive” and instead recommends a “deliberative process”
through which “the SAG, in concert with the evaluation contractors, explore these trade-
offs and develop EM&YV plans.” EG Ex. 1.0, p. 30, line 8, p. 31, lines 11-13.

Does your modified EM&YV proposal take these recommendations into effect?
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Yes. While the framework | provided earlier does not incorporate the detailed
recommendations from Ms. Hinman, it is not inconsistent with her recommendations and
I support her recommendations.

C. Application of Fixed Inputs to Unit Annual Impacts

What positions did the other witnesses take regarding the application of fixed inputs
to unit annual impacts?

Ms. Hinman, Mr. Mosenthal, and Mr. Grevatt all support (or at least do not oppose) the
use of fixed inputs to specify unit annual impacts or “fixed savings inputs.” Staff Ex.
1.0, p. 19, line 454-p. 20, line 457; AG Ex. 1.0, p. 32, lined 27-28; NRDC Ex. 1.0, p. 5,
lines 97-105. While Ms. Hinman and Mr. Mosenthal do not necessarily support the
specific fixed savings inputs that Ameren Illinois has proposed in this case, Staff Ex. 1.0,
p. 20, lines 456-458; AG Ex. 1.0, p. 32, lines 23-27, Ms. Hinman does not oppose and
Mr. Mosenthal supports the general approach of using fixed savings inputs. Mr.
Mosenthal and Mr. Grevatt both recommend restricting the application of fixed savings
inputs to certain types of measures. (In addition, Mr. Mosenthal and Mr. Grevatt both
make recommendations regarding the timing for updating fixed savings inputs, which I
address later in my testimony.) Mr. Crandall and Mr. Thomas both recommend that the
Commission reject the use of fixed savings inputs. ELPC Ex. 1.0, p. 10, lines 5-6; CUB
Ex. 1.0, p. 29, lines 642-646 (discussing the inappropriateness of deeming for third party
administrators).

How would Mr. Mosenthal and Mr. Grevatt restrict the use of fixed savings inputs?
Both would limit their use to prescriptive or standard measures, and not allow their use
for nonstandard custom measures. AG Ex. 1.0, p.32, lines 23-31; NRDC Ex. 1.0, p. 5,
lines 97-105. This is consistent with my direct testimony, where | proposed that the
independent evaluator be responsible for determining savings values for nonstandard
measures installed through custom programs. Ameren Ex. 5.0 (Rev.), p. ,lines 574-577,
and | support this approach.

Do Mr. Mosenthal and Mr. Grevatt identify specific prescriptive or standard
programs and measures that they consider appropriate for fixed savings values?
Yes. Both witnesses agree that fixed savings values would be appropriate for almost all
residential measures and many measures from the Business Standard and Business New
Construction programs. While | support the general framework of applying fixed input
values to standard measures, their recommendations are too limiting and exclude a
number of measures that | would consider standard, such as business HVAC systems,
residential insulation measures. However, given the accelerated schedule for this
proceeding, | have not had the opportunity to fully review their recommendations and
offer specific alternatives.

D. Application of Fixed Inputs to NTG Ratios

What positions did the other witnesses take regarding the application of fixed inputs
to NTG Ratios?

Ms. Hinman does not oppose the use of fixed NTG inputs, although she recommends
changing the fixed NTG inputs Ameren Illinois proposed for one program. Staff Ex. 1.0,
p. 20, lines 461-466. Mr. Mosenthal and Mr. Grevatt both support the use of fixed NTG
inputs, in at least some circumstances. (In addition, Mr. Mosenthal and Mr. Grevatt both
make recommendations regarding the timing for updating NTG inputs, which I address
later in my testimony.) Mr. Crandall and Mr. Thomas both recommend that the
Commission reject the use of fixed NTG inputs. ELPC Ex. 1.0, p. 10, lines 5-6; CUB EXx.
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1.0, p. 29, lines 642-646 (discussing the inappropriateness of deeming for third party
administrators).

Mr. Grevatt and Mr. Crandall both support the policy framework that Mr.
Mosenthal proposed in a memorandum he provided to SAG (AG Ex. 1.2). For the
remainder of this section, | will address the specific recommendations made by Mr.
Mosenthal. | believe that this approach will also address all of the concerns raised by Mr.
Grevatt and Mr. Crandall.

How does Mr. Grevatt’s proposal differ from the recommendations you made in

your direct testimony?

In my direct testimony, | proposed that savings be calculated using fixed NTG ratios that

are always updated prospectively. That is, as new NTG evaluations are finalized, new

fixed values will be developed and applied in future years, but never applied

retrospectively to previous years. Mr. Mosenthal agrees that, in many cases, it will be

appropriate to apply new NTG evaluation results prospectively. But he also recommends

that, in some cases, NTG evaluations be applied retrospectively.

Under what circumstances does Mr. Mosenthal recommend that NTG evaluations

be applied retrospectively?

He recommends NTG evaluations be applied retrospectively in the following

circumstances:

(A)  For “existing and new programs not yet evaluated”

(B)  For “previously evaluated programs undergoing significant changes — either in
the program design or delivery, or changes in the market itself”.

AG Ex. 1.0, p. 39, line 24-29.

Q.
A

Do you support his recommendations?

No. As | stated in my direct testimony, this approach creates enormous uncertainty,
holding Ameren Illinois accountable for the estimation risk associated with the NTG
ratios approved by the Commission in this proceeding, but not providing Ameren Illinois
the opportunity to manage those risks within a reasonable timeframe. NTG evaluations
will not be completed until long after the program year has finished. Thus, Ameren
Illinois has no opportunity to incorporate lessons learned from the evaluations and adjust
program delivery to meet targets consistent with the new NTG results. Theoretically,
Ameren Illinois might manage this risk by greatly exceeding participation goals across all
programs to hedge against lower-than-expected NTG evaluations. However, since
Ameren Illinois is bound by the Act’s spending limitations, in practice, this strategy isn’t
viable in the State of Illinois.

Retrospective NTG results could also subject Ameren Illinois to perverse
consequences in cases where the Commission increases Ameren 1llinois’s proposed NTG
ratios based on intervener testimony, and evaluations later prove Ameren’s Illinois
original assumption to be correct. This may not be a hypothetical situation; Ms. Hinman
has recommended that the Commission increase NTG ratio for the Residential Lighting
program in PY6 from 40% to 48%, which, if adopted by the Commission, would increase
savings goals for this large program by 20%. If the Commission adopts Ms. Hinman’s
recommendation and future evaluations prove Ameren Illinois’ original assumption to be
correct, Ameren Illinois could be subject to penalties for not meeting its plan savings
targets. Not because it did not deliver the program competently and cost effectively, and
not because it did not attract enough participants, but because the parties collectively
proved unable to perfectly forecast inherently uncertain NTG ratios.
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Mr. Mosenthal indicates “he is not proposing a great deal of retroactive applications
[of NTG ratios], especially given that Ameren has already evaluated many of the
programs that provide the greatest amounts of savings.” AG Ex. 1.0, p. 41, lines 13-
15. Do you believe that this provides Ameren lllinois with adequate protection
against NTG estimation risks?

Before I answer 1’d like to confirm that Mr. Mosenthal is attempting to craft a policy that
assigns a fair, reasonable risk burden on Ameren lIllinois. He believes that his
recommendation strikes a proper balance, by allowing prospective NTG applications in
some circumstances—and, given his statement cited above, perhaps even in most
circumstances—but allowing retrospective NTG application in other circumstances.

I just don’t agree with his assessment, and believe instead that his proposal
burdens Ameren Illinois with unreasonable risks. For example, Mr. Mosenthal indicates
that there might be relatively few retrospective evaluations since “Ameren has already
evaluated many of the programs that provide the greatest amounts of savings,” AG EXx.
1.0, p. 41, lines 13-15, presumably implying the residential and business prescriptive
lighting programs,see, AG Ex 1.2, p.2-3. Yet he also indicates that these two programs
areas are highly likely to undergo “significant changes” and are therefore highly likely to
be subject to retrospective NTG application. AG Ex. 1.0, p. 40, lines 4-7..

In my view, this uncertainty is precisely the problem with Mr. Mosenthal’s
proposal. It provides no clear guidance for interpreting the operative phrase triggering
retrospective evaluations: “significant changes — either in the program design or
delivery, or changes in the market itself . ...” AG Ex. 1.0, p. 39, lines 24-26. From Mr.
Mosenthal’s testimony, this phrase might exclude two of the largest program areas in
Ameren Illinois’ portfolio (residential and business prescriptive lighting), or it might not.
This burdens Ameren Illinois with unreasonable risks.

Ms. Hinman, in her testimony, also identified risk reduction in support of my
original proposal. She states “Staff does not oppose the approach of deeming NTG ratio
values for all three years of the plan as it increases certainty, reduces risk on the utility,
and reduces litigation complexity . . ..” Staff Ex. 1.0, p. 20, lines 461-463.

Mr. Mosenthal’s proposal also provides no guidance for how decisions will be
made to determine which programs will be subject to retrospective NTG evaluations.
Presumably, the decision would lie with the independent evaluator; SAG and Ameren
Illinois could both provide input, but, the ultimate decision would rest with the
independent evaluator. However, if | were the independent evaluator, | would be hard
pressed to know how to determine when programs were undergoing “significant
changes.” For this reason, | recommend that the Commission establish a firm guideline
for the independent evaluator. That is, | recommend that the Commission adopt my
recommendations that NTG evaluations always be applied prospectively.

Mr. Mosenthal indicates that he supports using most of Ameren’s proposed fixed
NTG values for at least a limited time. How do you respond to this?

Mr. Mosenthal indicates that he has “reviewed the actual assumptions of NTG ratios for
Ameren’s electric and gas programs and agree they seem generally reasonable. In fact,
[he] commend[s] Ameren for proactively reducing some NTG ratios to reflect its best
guess about how markets such as for CFLs are shifting. Therefore, [he] support][s]
initially deeming most of Ameren's proposed NTG ratios, but only for one year, or until
Ameren and the SAG agree better information is available.” AG Ex. 1.0, p. 42, lines 16-
21. This is an extremely helpful step that | support because it reduces risk on Ameren
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Illinois and allows all the parties to move into the first year of Plan 1 without bogging

down right away.

E. Application of Fixed Inputs to Load Shapes and Measure Lives

What positions did the other witnesses take regarding the application of fixed inputs

to load shapes and measure lives?

Ms. Hinman does not oppose and Mr. Mosenthal supports the use of fixed inputs to

specify load shapes and measure lives. Ms. Hinman states that she does not oppose “the

approach of deeming values . . . .” regarding several input values associated with
calculating energy savings, and by this | presume she includes load shapes and measure
lives. Staff Ex. 1.0, p. 19, line 454. Mr. Mosenthal explicitly supports the use of fixed

inputs to specify load shapes and measure lives. AG Ex. 1.0, p. 36, lines 27-28, 33.

However, Ms. Hinman and Mr. Mosenthal both state they do not necessarily support the

specific load shapes and measure lives that Ameren Illinois has proposed in this case.

Staff Ex. 1.0, p. 20, lines 456-458; AG Ex. 1.0, p. 32, lines 28-30, p. 33, lines 1-2.

F. Timing for Updating Fixed Values

What positions did the other witnesses take regarding the timing of updating fixed

values?

While Ms. Hinman supported the 3-year update cycle that | proposed in my direct

testimony Mr. Mosenthal proposed a shorter update cycle for both unit savings and NTG

ratios. Staff Ex. 1.0, p. 20, line 461; AG Ex. 1.0, p. 42, lines 19-21. In the interest of
crafting a proposal that might gain support from all parties, | included a shorter update
cycle in my modified EM&V framework. My proposal has the following features:

(A)  Asnew evaluation results for unit savings and NTG ratios are completed, they
will be applied prospectively in the following Plan year.

(B)  New evaluation results completed prior to March 1 will be incorporated into the
fixed input values applied to the following Plan year. For example, evaluations
completed by March 1, 2012 will be incorporated into fixed input values used to
calculate Plan savings for PY5, which begins June 1, 2012.

(C)  Fixed input values for load shapes and measure lives remain constant for the
entire Plan period. New evaluation results for load shapes and measure lives will
be incorporated into the following Plan.

G. Treatment of Realization Rates

What is a realization rate?

I define a realization rate as the ratio between the savings predicted for a program in

planning (or the savings reported for a program during implementation) and the savings

estimated for that program in an evaluation. There are a number of factors that drive
realization rates; basically any variable measured through evaluation that was not
perfectly predicted in the planning process (or perfectly measured in implementation
reporting), including participation, key parameters associated with installed measures

(e.g., measure efficiency; measure size; hours of operation; etc.), NTG ratios, and similar

factors.

Various parties in this proceeding have provided different definitions of
realization rates, causing some confusion. While Mr. Mosenthal also defines realization
rates as the variance between predicted and evaluated savings, he seems to limit his
definition to variances only in unit annual impacts. AG Ex. 1.0, p. 46, lines 5-14.
Ameren Illinois has also used the term as a component of its NTG ratio definition,
capturing the “installation rate of a group of measures, or the portion of measures
purchased, which are actually correctly installed.” Ameren Ex. 1.1 (Rev.), p. 47. That is,
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Ameren Illinois limits its definition to variances in verified versus reported participation
levels. (Mr. Mosenthal refers to this factor as an “in-service rate,” which I agree is a
useful distinction and probably a better term for Ameren Illinois to use going forward. |
believe that this approach would also address Mr. Grevatt’s recommendation that Ameren
Illinois separate realization rates from NTG ratios. NRDC Ex. 1.0, p. 6, lines 115-121.)
Mr. Grevatt and Mr. Crandall also raise the topic of realization rates, but neither provides
a precise definition.

How do you suggest define terms be defined to reduce the confusion?

I propose that we reserve the term “realization rate” for program-wide variances between

planned (or reported) and evaluated program savings, which can be driven by variances

in any of the key variables used to calculate savings: participation, unit annual impacts,
and NTG ratios. (I’'ll ignore variances in load shapes and measure lives, which do not
enter into calculations of annual energy savings.) | also suggest that we apply different
terms to describe variances in each key variable: “in service rates” to describe variances
between predicted (or reported) participation and verified participation; “unit impact
variances” to describe variances between predicted (or reported) and evaluated unit
annual impacts; and “NTG variances” to describe variances between predicted (or
reported) and evaluated NTG ratios.

With these definitions, how do you recommend each factor be treated in the EM&V

framework?

With these definitions, all the parties might agree to the following approach to calculating

annual energy savings. In my direct testimony, | proposed calculating energy savings as

the product of three terms: verified participation, unit annual impacts, and NTG ratio.

(While I also addressed the need for load shapes and useful lives, these terms do not enter

into calculations of annual energy savings.) | also recommended that savings for

nonstandard measures be determined by the independent evaluator. While the parties
have disagreements regarding whether evaluation results for some of these terms should
be applied prospectively or retrospectively, and regarding how often evaluation results
should be updated, I believe we have common agreement on the general framework.

Within this framework, | believe that the components driving overall realization rates—in

service rates, unit impact variances, and NTG variances—should not be expressed as

additional terms in the savings calculation, but instead be embedded within the values
used for each individual term. With this approach, there will be no need for Commission
guidance regarding whether or not realization rates should be “deemed.” Specifically:

(A)  There should be no need for an in-service term—deemed or otherwise. In my
direct testimony | recommended that savings be calculated using participation
levels verified by the independent evaluator. While the independent evaluator
might decide to estimate in-service rates to derive verified participation levels, the
specific approach should be left up to the independent evaluator, and does not
need be addressed by the Commission in its decision. Since none of the parties
contested the use of verified participation values in their direct testimonies, |
assume that all the parties will agree with this approach.

(B)  There should be no need for a unit impact variance term—deemed or otherwise—
in the calculation of unit annual impacts for standard measures. Most parties agree
that fixed values for unit annual impacts should be applied prospectively for
standard measures. | agree with Mr. Mosenthal’s assessment that, for standard
measures, “a retroactive adjustment to deemed measure savings would effectively
render the concept of deeming irrelevant.” AG Ex. 1.0, p. 47, lines 13-14. That is,
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if a unit impact variance term was applied to approved fixed values, it would

negate the entire concept of using deemed/fixed input values for unit annual

impacts. While Mr. Grevatt does not address this topic specifically in his direct
testimony, the examples he uses to address his opposition to deemed realization
rates all cover nonstandard measures, so | am hopeful that he would agree to this
approach.

(C)  There should be no need for a unit impact variance term—deemed or otherwise—
in the calculation of unit annual impacts for nonstandard measures. Most parties
agree that unit annual impacts should be calculated by the independent evaluator
for nonstandard measures. While the independent evaluator might decide to
estimate realization rates to derive unit annual impacts for nonstandard measures,
the specific approach should be left up to the independent evaluator, and does not
need be addressed by the Commission in its decision.

(D)  There should be no need for a NTG variance term—deemed or otherwise—in the
calculation of NTG ratios. Most parties agree that, for at least some measures,
fixed/deemed NTG ratios should be applied prospectively. In these cases, Mr.
Mosenthal’s assessment discussed earlier for unit annual impacts would also
apply here: the application of realization rates would “effectively render the
concept of deeming irrelevant.” To the extent that the Commission decides that
NTG ratios should be applied retrospectively in certain cases, then there would be
no need for a NTG variance term; instead, savings should simply be calculated
using the independent evaluator’s NTG estimate.

In summary this framework negates the need for explicit Commission guidance
with regard to realization rates. As long as the Commission directs the independent
evaluator to calculate Plan energy savings as the product of verified participation, unit
annual impacts, and NTG ratios, and as long as the Commission provides guidance with
regard to the use of fixed/deemed values as well as circumstances for which evaluated
unit annual impacts or NTG ratios will be applied retrospectively (if any), I believe that
all issues related to realization rates results can be addressed through the definition of
fixed/deemed values or with the independent evaluator’s assessment of retrospective
evaluation results.

H. Development of a Technical Reference Manual

What positions did the other witnesses take regarding the development of a

Technical Reference Manual?

Mr. Mosenthal and Mr. Crandall both recommend the development of a TRM to

document assumptions and algorithms used to develop inputs to the annual savings and

cost-effectiveness calculations. AG Ex. 1.0, p. 37, lines 27-30; ELPC Ex. 1.0, p. 14, lines

16-17. Mr. Mosenthal recommends that the Commission “direct Ameren (along with the

other gas and electric utilities) to develop the TRM.” AG Ex. 1.0, p. 37, lines 27-30. Mr.

Crandall states that the “development of a statewide TRM should be handled primarily by

SAG and should be funded by the utilities that have EE&DR program responsibilities.”

ELPC Ex. 1.0, p. 15, lines 3-4.

How do you respond to these recommendations?

I support the development of a TRM to document the algorithms and assumptions used to

calculate fixed input values. It is my understanding that Ameren Illinois has already

developed a TRM for its business programs, and is amenable to developing a similar
manual for its residential programs. However, | recommend that the Commission provide
the following guidance with respect to the development of a TRM:
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(A)  lagree with Mr. Mosenthal that the TRM should be developed by Ameren
Illinois, and reject Mr. Crandalls recommendation that the TRM be handled
primarily by SAG. Ameren lllinois is accountable for meeting portfolio savings
goals, and so should also have the responsibility for portfolio implementation,
including the development and maintenance of the TRM, ensuring that it is
consistent with the evaluation results from the independent evaluator, and
consistent with the EM&V policy guidelines provided by the Commission in this
docket. Consistent with its role in other areas of portfolio implementation and
evaluation, SAG should provide input to the TRM process, but ultimate
responsibility should remain with Ameren lIllinois.

(B) I recommend that a separate TRM be developed for each utility, and do not
recommend one statewide TRM. Each utility delivers programs within a unique
service territory, with unique weather and unique customer characteristics that
need to be captured in the algorithms and assumptions documented in the TRM.
In addition, each utility uses different programs, planning approaches, tracking
systems, and independent evaluators. These differences will determine the
appropriate database and variable structure needed to manage the TRM for each
utility. Were the Commission to direct the utilities to develop one statewide TRM,
I believe that it would create many more problems than it solves. It would create a
massive data integration exercise that would be needed to manage the statewide
process, but not required for any one utility. It would also require a process to
resolve every difference in evaluation results that will inevitably arise from the
separate independent evaluations, most of which will be due to differences in
weather and customers, but some of which will be a function of the inherent
uncertainty associated with all evaluation results, or to different—but equally
valid—approaches or data structures used by the independent evaluators. That
said, | recommend that the utilities and the independent evaluators strive to
understand differences in evaluation results and to reconcile differences not
driven by differences in weather and customers.

I Process for Approving Ameren’s Proposed Fixed Inputs in This Docket

Did Ameren lllinois propose fixed input values for Commission approval in this

docket?

Yes. Ameren Illinois proposed values for all of the fixed inputs to be used in calculating

annual energy savings and cost-effectiveness inputs in Appendix A to Ameren Ex. 1.1

(Rev.), as well as in its response to Staff Data Request 1.05 , which was supplied to all

the parties in this docket. It is imperative that a set of fixed input values be approved by

the Commission in this docket, with the specific values being consistent with other

EM&YV policy guidelines that Commission adopts. This is because any changes to the

fixed input values could ripple through to the portfolio savings calculations (and,

potentially, to portfolio spending calculations), so if the Commission approves other
fixed input values after finalizing portfolio savings goals and spending levels, the
consequences might the force the case to be reopened to ensure that savings or spending
targets are consistent with approved fixed input values.

What positions did the other witnesses take regarding the fixed inputs proposed by

Ameren Illinois in this docket?

Most of the parties offered no position on the fixed input values. Ms. Hinman stated that

“Staff has not had ample time to thoroughly review all of the values proposed to be
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deemed by the Company. Therefore, Staff is not testifying to the accuracy of all of the
values that Ameren has provided in the filed plan.” Staff Ex. 1.0, p. 20, lines 456-458.

Mr. Mosenthal stated that “given the time constraints in this docket, it is not
reasonable to expect these values to be deemed without a more thorough review, the
opportunity to understand the underlying assumptions, and discussion of their
appropriateness” , and goes on to “suggest the ICC only provisionally deem measure
savings values, and direct that Ameren address any appropriate modifications with the
SAG.” AG Ex. 1.0, p. 32, lines 25-29.). However, he offers no firm timeline or process
for approving final values outside of an “ongoing SAG process.” AG Ex. 1.0, p. 32, line
32.

Mr. Grevatt states that “[t]here is far too much data involved in deriving proper
deemed savings values for it to be fairly considered in the time frame provided for plan
approval, especially given the impact that the values will have on Ameren’s abilities to
meet its obligations,” NRDC Ex. 1.0, p. 36, lines 737-740, and proposes that the
Commission “define a process for approving deemed savings values that includes the
opportunity for stakeholder input outside of the plan approval process.” NRDC Ex. 1.0,
p. 37, lines 745-747. However, he offers no recommendations regarding the timeline or
approach that should be used in the approval process.

How do you respond to these comments?

Whatever concerns there may be regarding time constraints , the parties had five weeks to
review and gather discovery regarding Ameren Illinois’ proposed fixed input values, and
yet they chose to offer no positions for the Commission to consider. It is not Ameren
Illinois’ responsibility to direct parties as to how they should manage their discovery,
select issues for testimony, or prioritize their efforts. In addition, Ameren Illinois has
provided a sound basis for the fixed values being that they are a combination of values
from the DS More tool and EM&YV results. | recommend that the Commission accept the
fixed input values proposed by Ameren Illinois, subject to any changes directed by the
Commission in its decision in this case regarding savings goals, spending levels, program
designs, and EM&YV policies.

Does this conclude your testimony?

Yes.
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