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ILLINOIS COMMERCE COMMISSION
DOCKET No. 11-0341
SURREBUTTAL TESTIMONY
OF
KENNETH C. WOOLCUTT
Submitted On Behalf Of

Ameren Illinois

I. INTRODUCTION AND QUALIFICATIONS

Q. Please state your name.

My name is Kenneth C. Woolcutt.

Q. Are you the same Kenneth C. Woolcutt who previously filed testimony in this
docket?

A. Yes. My Direct Testimony was filed as Ameren Exhibit 1.0 and my Rebuttal
Testimony was filed as Ameren Exhibit 4.0 on behalf of Ameren Illinois Company d/b/a

Ameren Illinois (“AIC” or the “Company™).

II. PURPOSE AND SCOPE

Q. What is the purpose of your Surrebuttal Testimony in this proceeding?

A. The purpose of my Surrebuttal Testimony is to respond to the Rebuttal Testimony
of Staff witness, Ms. Jennifer Hinman (Staff Exhibit 4.0) and the Direct Testimony of
Citizens Utility Board (“CUB”) witness, Ms. Rebecca Devens (CUB Exhibit 1.0), which

was filed since the Company filed Rebuttal Testimony.
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Q. Will you be sponsoring any exhibits with your Surrebuttal Testimony?
A. Yes. Ameren Exhibit 6.1 reflects a compilation of certain data request responses

provided by Staff in this docket.

Q. How is your Surrebuttal Testimony organized?
A. After providing a summary of the testimony to which I am replying, I then

address certain points raised by the witnesses.

Q. Do you address every issue raised by Staff in its Rebuttal Testimony and by
CUB in its Direct Testimony?

A. I do not, but my silence on an issue or failure to address any statement or position
offered in this proceeding should not be construed as an endorsement or criticism of that

statement or position.

I1. SURREBUTTAL TOPICS

Q. Please summarize the CUB testimony to which you are responding.
A. In her Direct Testimony (CUB Exhibit 1.0), Ms. Devens expressly disagrees with
Staff's recommendations that the Commission: (1) disallow the costs of the Small
Business HVAC Program, and (2) direct Ameren Illinois “to only continue to spend
ratepayer funds on a program if and when projected benefits exceed projected costs.”
CUB Exhibit 1.0 at 3:32-38 (citing Staff Exhibit 2.0 at 4:61-70, 19:330-34). In doing so,
Ms. Devens states that:

Ms. Hinman's recommendations, if adopted by the Commission,

would conflict with existing statutory and regulatory policy on

cost-effectiveness criteria for energy efficiency programs [and]
could also hinder the success of Illinois's energy efficiency
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programs as envisioned by the legislature, and prevent ratepayers
from realizing the economic and societal benefits of energy
efficiency. Therefore, I recommend the Commission reject her
recommendations.

CUB Exhibit 1.0 at 3:39-44.

Ms. Devens also explains that the TRC test should be applied at the portfolio level, as
opposed to the measure level. CUB Exhibit 1.0 at 7:118-41. She notes that using the
TRC test at the portfolio level is also consistent with the Public Utilities Act. CUB
Exhibit 1.0 at 6:95-106.

Ms. Devens also discusses how the Commission has addressed the use of the TRC
test in other dockets, and that the Commission has emphasized the importance of utility
discretion. CUB Exhibit 1.0 at 8:142-161. Ms. Devens believes that the Commission’s
emphasis on utility discretion in the planning stages is relevant to this docket because it
illustrates Commission policy in similar situations. CUB Exhibit 1.0 at 8:157-59. Ms.
Devens believes Staff's recommendation to disallow SB HVAC Program costs
"contradicts existing Commission policy granting Ameren Illinois discretion to modify
programs as the Company sees fit" and "Commission policy requiring programs to pass

the TRC only at the portfolio level." CUB Exhibit 1.0 at 12:240-47.

Q. How do you respond to Ms. Devens’ testimony?

A. I commend Ms. Devens for providing testimony on these important issues and
note that Ms. Devens also agrees with many of the points made by Ameren Illinois
witnesses (Dr. Chamberlin and me). CUB Exhibit 1.0 at 5:74-78. I also support her
recommendation that the Commission reject Staff's proposed disallowance and policy

recommendations.
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Q. Please summarize the Staff Rebuttal Testimony to which you are responding.
A. In her Rebuttal Testimony (Staff Exhibit 4.0), Staff witness Ms. Hinman
continues to recommend a disallowance of all Plan Year (“PY”) 2 costs incurred when
implementing the Small Business (SB) HVAC Program and recovered through Rider
GER for PY 2. Ms. Hinman has adjusted her proposed disallowance downward from
$131,771 to $119,550 to exclude those SB HVAC implementation costs incurred in PY 1,
which she acknowledges were not imprudently incurred. Ms. Hinman now bases her
proposal on a position that Ameren Illinois acted unreasonably simply because the
Company continued the SB HVAC program in PY 2 in light of information that Ms.
Hinman believes should have made clear to the Company that the SB HVAC Program
should have instead been discontinued. Ms. Hinman also withdraws her policy
recommendation, opposed by both the Company and CUB, that the “Commission make a
policy decision in this case and direct that the Company should always monitor projected
benefits and costs of all of its energy efficiency programs and to only continue to spend
ratepayer funds on a program if and when projected benefits exceed projected costs.”
Staff Exhibit 4.0 at 21:475-79. Finally, there are other statements or implications in
Staff's Rebuttal Testimony that require correction, including that the Company: (1)
should apply the Total Resource Cost (“TRC”) test at the measure level, instead of the

portfolio level; (2) “mischaracterized” her testimony; and (3) did not provide certain

' When doing so, Ms. Hinman identifies a possible exception to this now withdrawn “policy."
This exemplifies how difficult it can be to identify the “policy” that will be applied during the
Commission’s prudency review and why it is unfair to seek disallowance based on "standards" and
"policies" (as well as exceptions) identified years after the reconciliation period at issue.
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information to the Commission regarding gas furnace tune-up activities and the planned

savings attributed to them. I address each of these points, in turn, below.

A. Staff’s Adjusted Proposed Disallowance

Q. Has Ms. Hinman’s testimony persuaded you to agree with Staff’s adjusted
proposed disallowance of the PY 2 costs incurred in connection with implementing
the SB HVAC Program?

A. No. I do not agree with Staff’s adjusted proposed disallowance for the same
reasons I disagreed with Staff’s original proposed disallowance in my Rebuttal
Testimony (Ameren Exhibit 4.0). I still believe that it would be fundamentally unfair to
disallow the costs associated with the SB HVAC Program because of the gas furnace

tune-up activities, which I believe were prudently incurred.

Q. Staff now states that it does not base its adjusted disallowance on the fact
that the SB HVAC Program had a TRC value that was less than 1.0, but rather
because the Company chose to continue the SB HVAC Program, and gas furnace
tune-ups particularly, in the face of a projected TRC value that was less than 1.0.
How do you respond?

A. Staff’s rebuttal position rests on the same premise and evidence as the position set
forth on direct, namely that a TRC value, whether calculated ex post or ex ante, should
dictate the decision to continue a program without consideration of other factors. For the
reasons set forth in Dr. Chamberlin’s testimony (Ameren Exhibit 5.0), as well as my

testimony, TRC values — which I understand can fluctuate widely depending on the
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inputs used and the time they are calculated — should be a consideration, but not the

driving force of such decisions. CUB appears to agree with this position.

Q. Staff states that ratepayers have been harmed by the Company’s offering of
the SB HVAC Program, particularly gas furnace tune-ups, to small business
customers. Do you agree?

A. No. I note that Staff has not identified a specific harm to “ratepayers” other than
the fact that small business customers had to incur the costs associated with offering the
gas furnace tune-ups to them. Ameren Exhibit 6.1, Staff Resp. to AIC-ICC 2.1. This
should not be considered a "harm" because, while I am not a lawyer, I believe the costs of
trying to develop the energy efficiency market and provide energy efficiency programs
across diverse customer classes is consistent with the Public Utilities Act and was
approved by the Commission in ICC Docket No. 08-0104 (the three year gas planning
docket). Also, small businesses benefited from, and were not harmed by, money being
spent on developing energy efficiency programs that worked with program allies to
penetrate the small business market and increase awareness and participation in energy
efficiency programs. I believe it is good policy to try to develop a robust energy
efficiency portfolio in order to achieve market transformation in this regard.
Additionally, as noted in previous testimony filed by the Company and CUB, the
Commission has provided direction that calculation of TRC values is done at the
portfolio and not measure level. For example, see ICC Docket No. 07-0539, Final Order
at 21. It would be unfair to find that the Company "harmed" ratepayers because it

followed the Commission's direction.
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Q. Staff also asserts that the Company failed to appropriately adjust or
discontinue the SB HVAC Program in PY 2 in light of the Company's program
implementer’s projected TRC values for the gas furnace tune-up activities. How
you do respond?

A. First, I do not agree with Staff’s characterization of what occurred. PY 2
represented the first full year implementation of the Company’s voluntary gas energy
efficiency portfolio. As such, it was in its initial stages, and the SB HVAC Program had
started only months earlier during a period of the year that customers do not traditionally
seek furnace tune-ups. As noted in prior testimony, the Company’s implementer did not
just provide a single TRC value, projected or otherwise. The implementer provided
multiple interim TRC values (that at times trended upwards), as well as updated
recommendations on how to modify certain programs based on a variety of factors. In
October 2009, the Company's implementer provided an interim TRC value for SB HVAC
tune-ups for the gas program that was higher than values previously reported, though it
still reflected a high-level of costs and, due to the timing of the calculation, a low level of
benefits.” Importantly, the implementer did not recommend pulling the plug on the
Program, but rather recommended modifying it to include further outreach to program
allies and the small business community. As part of these outreach activities, the
implementer suggested increasing the incentives for HVAC tune-ups and bundling them
with other outreach activities. The goal of these outreach activities was to penetrate the

hard to reach and underserved small business market so that Ameren Illinois could

? [ understand that the TRC values calculated by the implementer only included gas benefits.
While I am not a lawyer, I understand that the current definition of the TRC test as set forth by the Public
Utilities Act requires the Company to include both electric and gas benefits when calculating TRC values.
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hopefully develop, early in its portfolio, a robust customer awareness of (and
participation in) energy efficiency programs. As noted above, such development of the
market and increase in customer awareness and participation were important aspects of
Ameren Illinois’ energy efficiency portfolio. Additionally, the implementer noted that
with the modifications to the SB HVAC Program as set forth in the updated
recommendation, the Program was expected "to yield a TRC" that was greater than 1.
See Staff Exhibit 4.2 at 5. Cutting short the SB HVAC in light of such information
would have meant disregarding the implementer's recommendations to continue the
Program with modifications and would have meant cutting short Ameren Illinois’ attempt
to penetrate the small business market at a time in the year when customers traditionally
seek services relating to gas furnaces. The Company's decision to follow the

implementer's recommendation demonstrates prudence, not imprudence.

Q. Does Staff agree that the TRC value represents only one factor to consider
when determining whether to continue the SB HVAC Program?

A. Yes, though Staff does not identify what other factors should be considered. Staff
Exhibit. 4.0 at 22:487-92; Ameren Exhibit 6.1, Staff Resp. to AIC-ICC 1.6. This lack of
clarity also exemplifies why the Company has a concern with injecting policy
recommendations into dockets such as this one instead of resolving policy considerations

during the three year planning docket.
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Q. In its Rebuttal Testimony, does Staff appear to take issue with the entirety of
the SB HVAC Program?

A. No. Staff has taken issue with only one portion of the SB HVAC Program,
activities relating to gas furnace tune-ups, even though Staff proposes to disallow the
entirety of the SB HVAC Program costs.

Staff specifically takes issue with how the Company, in light of interim TRC
values being less than 1, followed the recommendation of the implementers and began
"bundling" the gas furnace tune-ups with other SB HVAC activities, like those related to
AC tune-ups and the installation of "Smart" thermostats. ICC Staff Exhibit 4.0 at 459-
465. Staff also takes issue with how the Company followed the implementer's
recommendation to combine tune-up activities with other aspects of the SB HVAC
Program. Staff Exhibit 4.0 11: 110-115. But as explained in my testimony, in addition to
trying to increase the TRC value of the SB HVAC Program, these activities were aimed
to increase awareness and participation of both program allies and ratepayers in small

business energy efficiency.

Q. Are there other policy objectives that justified continuing the SB HVAC
program?

A. Yes. Dr. Chamberlin addresses these in his Rebuttal Testimony. Ameren Exhibit
5.0. I believe Dr. Chamberlin’s testimony to be persuasive and note that CUB appears to

agree.
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B. Staff’s Policy Recommendation

Q. Do you support Staff’s withdrawal of its policy recommendation that the
Company monitor projected benefits and costs, and only continue a program if
projected benefits exceed projected costs? (Staff Exhibit 4.0 at 23:534-36)

A. Yes. As noted by both CUB and the Company, Staff’s monitoring
recommendation is inconsistent with the Commission’s prior findings and I believe it
would add unnecessary expense to ratepayers and would be detrimental to the

development of energy efficiency in Illinois, if adopted.

Q. Do you have anything further to add on this point?

A. Yes. Even though Staff has withdrawn its broad policy recommendation, I
believe that if Staff's proposed disallowance is approved, it would send a clear signal to
utilities that activities, and particularly measures, that have a negative TRC value at some
point during a plan year should be discontinued regardless of whether they serve
purposes other than simply yielding short term benefits (as opposed to long term benefits
like penetrating underserved markets and developing a robust energy efficiency
portfolio). I believe such a decision would establish bad policy. I also believe such
policy issues should be resolved in the three year planning dockets and not through
retrospective review in dockets like this one, which I believe should be focused on the

reconciliation of costs incurred with revenues collected for PY 2.
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C. Other Issues Raised By Staff
1. Level at Which to Measure Cost Effectiveness

Q. Do you agree that Ameren Illinois is using portfolio level cost effectiveness as
“a defense”? (Staff Exhibit 4.0 at 5:99-100)

A. No. The Company's reference to measuring TRC at the portfolio level is not a
defense to anything, but rather a statement of what the Company, and apparently CUB,
believes is the Commission-approved policy with respect to how TRC values should be

viewed during implementation.

Q. Why does the Company measure cost effectiveness at the portfolio level?

A. First, the Commission has repeatedly approved this approach. Second, in his
Rebuttal Testimony, Dr. Chamberlin identifies a number of reasons why evaluating cost
effectiveness at the Company's portfolio level is more appropriate than doing so at the

program or measure level. See Ameren Exhibit 5.0 at 7:138-13:287.

Q. Ms. Hinman cites to two “best practices” documents in her testimony. Do
those documents address a recommended level at which to apply the TRC test?

A. Yes. While Staff remains focused on measure level TRC values of gas furnace
tune-ups, the two “best practices” documents that Ms. Hinman cites actually recommend

against applying the TRC test at the measure level.” To be clear, I am not citing to these

? See Staff Ex. 4.0 at 13, fins. 5-6 ("2012 Best Practices Survey" at 55 ("Screening at the measure
level is the most restrictive application of the cost-effectiveness tests, and can create a barrier to greater
savings levels."); 56 ("Evaluating cost-effectiveness at the portfolio level means that all of the programs
taken together must be cost-effective, but individual programs can be positive or negative. This is the most
flexible application of cost-effectiveness testing, as program administrators have the ability to experiment
with different strategies and technologies that may not be immediately cost-effective or require further
testing, such as pilot programs, market transformation programs, or emerging technologies."); 57 ("Energy
efficiency programs should not be screened at the measure level, because this is overly restrictive and
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2012 documents to make an affirmative point, but merely to show that Staff’s position
that the Company should have acted in a particular way in light of interim TRC values on
a measure level is not considered “best practices” by the very literature Staff cites and

relies on.

Q. Do you agree that Ameren Illinois failed to follow Commission guidance on
the use of cost-effectiveness testing from the GEE Plan Order in ICC Docket No. 08-
0104? (Staff Exhibit 4.0 at 10:238-39)
A. No, I do not agree. First of all, Staff mis-cites the GEE Plan Order in her Rebuttal
Testimony and when responding to a data request issued by the Company on this point.
See Ameren Exhibit 6.1 at Staff Resp. to AIC-ICC 2.7. While I am not a lawyer, it seems
that Staff quotes language from the Order about Ameren Illinois’ position in ICC Docket
08-0104, not what the Commission actually found or ordered. Staff Exhibit 4.0 at
10:225-29. Ms. Hinman also fails to note a section of the Order that contradicts her
position that the Company was somehow only granted flexibility for the purpose of
increasing cost effectiveness:

Once the programs have been rolled out, AIU says it will

retain flexibility to modify them as circumstances warrant.

AIU believes this is consistent with the Commission’s

Order in Docket No. 07-0539, which recognized that

flexibility is key to the success of energy efficiency
programs.

(continued...)

ignores the important interactions between measures, especially the fact that some measures that might not
be cost-effective on their own but might nonetheless have important benefits in terms of encouraging
customers to participate in programs or adopt other measures."); see also "ACEE 2012 Study" at 36.
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GEE Plan Order at 18. Thus, Ameren Illinois’ position in Docket 08-0104 is consistent
with that in this docket and the Commission did not approve utility flexibility only to
increase cost-effectiveness of the Company’s portfolio. I note that CUB agrees with

Ameren Illinois on this point as well.

2. Characterization of Staff’s Testimony

Q. Do you agree that Ameren Illinois mischaracterized Staff’s Rebuttal
Testimony, as Staff asserts? (Staff Exhibit 4.0 at 5:88-90.)

A. No. Staff's testimony was based exclusively on the premise that Ameren Illinois
should have discontinued its SB HVAC Program because it "knew" that the SB HVAC
Program was not cost-effective (based on interim TRC values that were calculated not by
Staff or the Company) and was projected to remain so. Staff’s current position, while
worded slightly differently, remains premised on the same notion. I also note that CUB,
which is often not on the same side of issues as the utilities, agreed with the Company’s
interpretation of Staff's testimony, provided testimony against Staff's recommendations
that were similar to the Company's, and also urges the Commission to reject Staff’s

recommendations in this docket.

Q. Do you agree with Ms. Hinman that it is inappropriate for the Company to
assert that a disallowance of the SB HVAC costs would be "fundamentally unfair"?
(Staff Exhibit 4.0 at 10:230-239.)

A. No, I do not. The Company followed Commission direction and acted prudently
and reasonably when it implemented the SB HVAC Program, including the activities

related to gas furnace tune-ups. Staff's proposed disallowance is unfair for the reasons set
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forth in my testimony, Dr. Chamberlin's testimony, and CUB's testimony. I would also
note that the Company has sought to understand the bases of Staff's disallowance in this
docket through a series of data requests, including guidance on when and how Staff
contends the Company should have calculated and used TRC test results (as Staff points
to different values calculated at different times), but unfortunately the Company still does
not have a good understanding of this issue. See Ameren Exhibit 6.1, Staff Resp. to AIC-

ICC 1.6;1.9;1.14-1.15; 1.17; 2.8-2.9; 2.11-12; 2.13-2.14.

3. Information Regarding Gas Furnace “Tune-Ups” in the SB HVAC
Program

Q. Do you believe that Ameren Illinois failed to inform the Commission of the
gas furnace tune-up activities and the savings attributable to them? (Staff Exhibit
4.0 at 14:332-33)

A. No, I do not. The Company identified for the Commission the “weighted Gas
TRC” values for the SB HVAC Program. Docket No. 08-0104, Ameren Exhibit 1.1, p.
B-2. Ameren Illinois also explained that the tune-up activities were a part of the SB
HVAC Program (and as such would require ratepayer funds to implement) and the
Company did not attribute savings to those activities. Docket No. 08-0104, Ameren
Exhibit. 1.1, p. 39; 52-54; and p. B-4. However, despite reviewing this information for
the Plan filing in Docket No. 08-0104, Staff only took issue with the griddles and spray
valve measures proposed by the Company — Staff did not take issue with the Company's
identification of the tune-up activities or the fact that no savings were attributed to them.

It was not unreasonable for the Company to understand that the Commission had
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reviewed the tune-up activities of the SB HVAC Program and had approved it without
attributable savings.

III. CONCLUSION

Q. Do you believe the Company acted reasonably and prudently with respect to
the gas furnace tune-up activities in the SB HVAC Program?

A. I do. The Company was reasonable and prudent when it incurred the costs
associated with SB HVAC Program, including those related to gas furnace tune-up
activities and acted in a manner consistent with the Company's understanding of the

Commission's Final Orders, and good policy.

Q. Does this conclude your Surrebuttal Testimony?

A. Yes, it does.



