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CHAI RMAN SCOTT: Everyt hing ready down in
Springfield?

MR. JI M ROSS: We are ready, M. Chairman.

CHAlI RMAN SCOTT: Very good, thank you.

Well, good afternoon and wel come
everyone to the second of our of our three-plan
Policy Session on the Clean Power Plan or the Section
111(d) EPA Rules, the proposed rul es.

Wth me today are Conmm ssioner John
Col gan and Comm ssion M guel del Valle. Comm ssi oner
Col gan has to head back to Springfield tonight, so at
about 4:45 he is going to | eave our neeting. So if
you're speaking at the time, it's nothing you said
t hat made him get up and | eave. | just want to make
sure everybody knows that.

But we're very glad that all of you
are here as we want to do a couple of things. W
want to make sure that as we go through today's
agenda, we're really focusing on Building Blocks 3
and 4 of the proposed Clean Power Plan rule. As you
m ght recall, our first session |ast nmonth dealt with

both an overview of the Section 111(d) Proposed Rule
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as well as Building Blocks 1 and 2 that we went into
alittle bit nore in depth. And then, our final
section for those of you who have been follow ng the
dates, there is a change in the date to announce; it
will be in the afternoon of November 6t h. Originally
it was schedul ed for October 30th and that has been
moved to October 6th. We are also planning -- |
don't know they're here or not, but Representatives
El ai ne Nekritz and Robyn Gabel were going to join us
today as well as the legislative director for Senator
Bi ss, Alison Leipsiger. So we're very, very, pleased
that they're here. And, again, if we go into the
third session that becones -- | believe will become
very important as well -- their input as well.

So we have a very packed agenda today.
I f you've seen the agenda, you know we've got 15
di fferent speakers who are going to be here today.
This is going to be a little bit different, though,
t han what we did the last time in that we're asking
the rest of you folks to make very, very brief
opening comments, no nore than five m nutes because

the idea is to have each panel have a conversation
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about the topic that they're presenting on. So we
think that just having at |least a five-m nute
overview from each of themis good because it wil
help set the table for the discussion. But we are
going to have to hold the speakers to that five
m nutes as you can see, because we've got a | arge
nunmber of folks to talk to us today. The goal, of
course, is to have a better understanding | eading up
to the November 6th session, where we're actually
going to |l ook at conmpliance pathways and how do we
actually take everything that's in the proposed rule.
And assum ng that it were to stay there or sonething
very simlar to that, given all the information that
we have gl eaned fromthe first two meetings, how then
do we devel op sonme conpliance pathways that will
allow Il'linois to conply with the rule and what's the
best way for doing that.
Comm ssi oner Col gan, anything from you

to start?

COMM SSI ONER COLGAN:  No.

CHAI RMAN SCOTT: Okay. Well, I'lIl start with

the first panel then. Jim Ross, that you can see on
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the screen, is once again joining us fromthe

Il'1inois EPA, and he's down in Springfield. Jimis

t he manager of the Air Pollution Control Division.

And then, if | could have the other

panelists come up to the table,

either the one facing

us or the one to the side. Ei t her one will work.

Then the other three panelists are Kathleen Barron,

who's the Senior Vice President

f or Feder al

Regul atory Affairs and Whol esal e Market Policy at

Exel on; Paul Sotkiewi cz, the Chief Econom st, the

Mar ket Services Division of PIJM and Todd Ramey, who's

the Vice President of System Operations and Market

Services from M SO

So thank you al

very much for being

with us today. W're going to start with M. Ross.

And, Jim you want to give us your -- go ahead here

with your five m nute overview.
PRESENTATI ON
BY

MR. JI M ROSS

Thank you Chairman Scott and

Comm ssi oners. Hello to all of

t hose in Chicago and
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t hose here in Springfield. For those |istening in,
believe my presentation slides will be nmade avail abl e
shortly after the session.

Okay. My m ssion here today is to set
up the stage for further discussion on 111(d), and in
particular in this first part, on how nucl ear energy
generation is addressed in the proposal. "1 start
by saying that we continue to do a | arge amount of
outreach at the Illinois EPA on 111(d) and this
includes myself, our clean air policy advisor Kevin
Greene, and, of course our director, Lisa Bonnett,
who has been very engaged.

I n our numerous discussions with
st akehol ders, we often get asked about the nucl ear
component of 111(d) and the sinmple answer is, It's
not sinmple; in fact, it's complicated. However, it
is very, very inmportant that we do understand since
nucl ear energy plays a significant role in how
Il11inois gets it's power. I11inois generates nore
nucl ear energy than any other state.

And | do recognize | have some tinme

constraints here, so | have nore slides than I'll go
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over. Some of them are provided for you to go over
at your leisure; but I will hustle.

So the presentation that | have and
how it's formatted, some background information; sone
information on the adjustnment of Illinois' goal for a
nucl ear generation; U.S. EPA' S assessnent of nucl ear
generation in the proposal and their thoughts on the
preservation of nucl ear generation; the determ nation
of Illinois' at-risk amount and the inmpact of the
| oss of nuclear generation on the ability of Illinois
to meet its goals in a short exanple.

So some brief background, but
necessary background is, Illinois has 17 coal -fired
power plants with 45 electric generating units. W
have around 30 natural gas-fired power plants that
are subject to the rule, now, this could vary because
it's dependent on the amount of power that they
provide to the grid. W do have six natural gas
conmbi ned-cycle plants with their megawatt capacity
around 3,400. We have six nuclear plants around
1,200 megawatts capacity and wi nd capacity in 2012,

we had 2, 700 megawatts and that did grow to around
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3,600 in 2013.

Okay. You can see from the chart

here -- and this is famliar for those who attended
the | ast policy session, Illinois gets roughly 50
percent of their power from nuclear. In a close

second is coal-fired around 41 percent, that makes up
90 percent of our generation. The remai ning 10
percent is nearly split evenly between natural
gas-fired and renewabl e energy, which is primarily
wi nd.

This is a famliar table for those in
the |l ast policy session and we'll just focus in on a
few aspects of this. But in essence, it provides a
broad overview of what U. S. EPA did in the
cal culation of Illinois" goal. In row one, there,
you see the unadjusted baseline or unadjusted
em ssion rate fromall the effected units, and that's
the 2,189 pounds of CO2 per nmegawatt hour.

In row 2 there is our adjusted
baseline, which is 1,895 pounds CO2 per megawatt
hour. And how is it adjusted? Well, you see the

asterisk, you follow that white arrow down; the bl ack
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rectangul ar box at the bottom shows that they
adjusted the baseline for 100 percent of the existing
renewabl e energy generation in the state in 2012, and
5.8 percent of Illinois'" historic, or 2012 nucl ear
gener ati on.

This is kind of a visual of the | ast
slide to give you a different perspective. There's
two equations, there's a top equation and a bottom
equation. The top equation is the unadjusted
baseline, so that has not been altered for RE and the
at-risk nuclear; it's the 2,189 fromthe previous
table. The bottom equation is our adjusted baseline,
and you'll notice the two purple balloons at the
bottom That's what's been added for the adjustnment.
It's the existing RE generation of greater than 800
mllion megawatts per hour. And then, the far right
below is the at-risk nuclear, 5.8 percent of our
gener ati on.

And, referring back up to the top, you
see the black balloon in the upper right-hand corner
it shows that there was a 13 percent adjustnment

downwar d. Ei ght point three percent of that 13

10
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percent was the existing RE;, so the entirety of
I11inois' renewable energy in 2012 but only a portion
of the nuclear, and that was the at-risk nucl ear
portion, and that's the 4.7 percent of that 13
percent .

And one final table here, it is kind
of a busy one, | recognize that. It shows a | ot but
we're going to focus in on the last colum on the
right with the yellow highlight, and that just takes
us step by step, down through the adjustment process,
down to the final goal. So it started with our 2,189
unadj usted baseline, which is the initial rate from
all the fossil fuel-fired units in Illinois. They
took it down 8.3 percent for the renewabl e energy,
4.7 percent for the nuclear energy, so it's on a
cumul ati ve basi s. So we wal k down all the way; we go
t hrough buil ding bl ocks which this applies: 1, 2, 3,
4, until we hit the final total adjustment of our
em ssion rate was 42 percent. But it's really only
33 percent because we can, in essence, get back all
the existing RE and the at-risk nuclear to the extent

t hat we preserve them So that's a very inportant

11
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concept to remember as we go through here.

"Il kind of skip over this slide;
it's just by the nunbers. It provides information
t hat we've already given or provided previously.

Okay. So now that we know how t hey
adjusted Illinois's goals and by how much, we switch
to the reason why they adjusted the goal for nuclear
gener ati on. And we start with the statement at the
top here, it says, "U.S. EPA Determ ned Buil ding New
and Preserving Existing Nuclear is a Viable Policy
for Reducing CO2 Em ssions.” So we need to verify
this statement, and we can pull out some excerpts
fromthe rule and fromthe technical support document
on the proposal.

The first bullet point here is, U.S.
EPA position is that nucl ear generation has zero CO2
em ssions, it's carbon-free, and they say this in
several places throughout. And then the second
bull et point is a pretty long statement that |'ve
pulled fromthe rule that in sum the U S. EPA is
sayi ng that nucl ear energy provides power and has

zero CO2 em ssions in doing so, unlike fossi

12
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fuel-fired units. Therefore, building new nuclear
and ensuring existing or continued operation of
existing nuclear, is a strategy states should
consider, to ensure nmeeting their goals. Since there
are no known concrete plans to build new nucl ear
units in Illinois, we need to focus in on preserving
or keeping the nuclear that we have.

And so how does U.S. EPA address this?
What statenments do they make in the proposal? |[|'ve
pull ed out a couple of quotes here. The first quote
is, "Another way to increase the amount of avail able
nucl ear capacity is to preserve existing nuclear EGUs
t hat woul d otherwi se be retired.” So avoid shutting
down existing nukes.

The second quote here is,
preserving the operation of at-risk nuclear capacity
woul d I'i kely be capabl e of achieving CO2 reductions
fromaffected EGUS at a reasonable cost." So
cost-effective CO2 reduction strategy is viable for
states to consider going forward.

And, finally, we need to understand

U.S. EPA's thoughts on what the nuclear industry is

13
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experiencing and why it was important to put
incentives in the proposal to preserve this

gener ati on. And we start here with the first two
bul | et points, and they have a conmon theme that
there's a revenue shortfall being experienced by the
nucl ear owners and operators. The first one is

nucl ear units are experiencing a revenue shortfall in
covering their operating costs. And this revenue
shortfall is creating an incentive to retire at-risk
nucl ear units. Offsetting this revenue shortfall at
at-risk nuclear units is a reasonable mechanismto
preserve at-risk units. Therefore, retaining
operation of at-risk nuclear capacity should be
factored into state goals.

So fromthese U. S. EPA concepts,
pulled fromthe rule of the technical support
docunents, we can readily conclude, in the bottom
bl ack rectangle there, that U.S. EPA adjusted
Il1inois' goal downward so that Illinois would
strongly consider providing a financial incentive to
of fset this revenue shortfall and avoid the shutdown

of our at-risk nuclear units.

14
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A few nmore slides, wrapping up some
| oose ends here. So how do they determ ne the
at-risk amount? They |l ook to the Energy Information
Adm ni stration's most recent Annual Energy Outl ook,
whi ch projected that 5.7 gigawatts and the nucl ear
capacity would be retired nationwi de due to econom c
chal | enges.

So, again, we'd see this concept of a
revenue shortfall and the econom c woes of the
nucl ear industry. The second bullet point is the 5.7
gigawatts is 5.8 percent of the nationw de capacity.
So 5.8 percent was considered a "reasonable proxy for
t he amount of nuclear capacity at-risk of retirement”
in each state. And, finally, they used -- the U. S
EPA used 5.8 percent of the at-risk amount for all
st at es.

Of inportance here is what U S. EPA
did not do. They did not determ ne state by state
t he amount of nuclear generation at-risk, they sinmply
used a proxy anmount for all states. So it's
i mportant to note that Illinois may have more nucl ear

generation at-risk than U. S. EPA' s proxy amount. And

15
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"Il skip this -- this just goes over the nunmbers for
determ ning the at-risk nuclear anmount in Illinois.

Okay. These last three slides are to
give you the sense of how what U.S. EPA did affects
our goals and makes Illinois consider trying to avoid
the | oss of nucl ear generation.

First bullet point simply is, any
retirement or | oss of nuclear generation makes it
more difficult for Illinois to meet its goals. This
is because a | ower anmount in the denom nator can be
used in our conpliance calculations to adjust the
annual conpliance em ssion rate downwar d.

And I'1l show this again visually with
a couple of equations. This top equation this time

is a goal; we have seen this before, the bottom

equation is new. It's the annual compliance
calculation that Illinois would need to submt to
U.S. EPA and other states as well, to show t hat

they're in conpliance with their goals.
So if you | ook here at the top, we
have in the denom nator the 5,305,342 megawatt hours

of nucl ear generation. You can see -- you follow

16
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t hat over to the black square, 4.7 percent downward
adjustnment. We hope that we'll be able to put that
same amount into the denom nator for our conpliance
cal cul ations but that's only true to the extent that
we preserve nucl ear generation. If we | ose sonme

nucl ear generation, then this amount would be smaller
and we need to make up that amount of reduction
somewhere el se.

And | have a short exanple that wll
hopefully help explain this -- provide some clarity.
At the top of this there's some givens here: Nucl ear
generation goes in the denom nator. The bigger the
number, the denom nator, the |ower the fraction, the
| ower the number the equation spits out. The second
point here is the 90 -- greater than 91 mllion
megawatt hours of generation that was used in the
determ nation of the goals; it was nore than any
other state. And then you see the next number
before, that's the nunmber that actually went into our
goal determnation. So in our exanmple at the bottom
half of this slide, we just picked a year at random

in between 2020 and beyond and this is 2025; if our

17
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generation were to strengthen 71 mllion megawatt
hours, then we take 5.8 percent times that, we cone
out with just over 4 mllion megawatt hours and this
would go in the denom nator of our conpliance

cal cul ati ons. Clearly the 4 mllion megawatt hours
is less than the 5 mllion, so we would need to
somehow make up that difference from some ot her
policy that reduce CO2 em ssions.

So I'll stop there and | hope this has
hel ped to clarify how U S. EPA handl es nucl ear
generation in 111(d).

CHAlI RMAN SCOTT: Thank you, Jim Very good.
And we appreciate how the -- you correctly realized
that I'd m sspoken in my beginning, and for this
panel and the next one, folks are going to do a
little bit |onger presentations. It's only in the
| ast panel where we're Iimting folks to five m nutes
each. So in this panel and the next one fol ks are
going to take a little bit more time with that.

And al so, | want to thank both Jim and
Di rector Bonnett at | EPA and Director Star at |PA and

Director Pollet at DCEO for helping to put these

18
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t hi ngs together and for participating directly in
them We are all working on these -- on this issue
together and with | EPA's | ead, and we appreciate
everything that other agencies are doing with us.
Are there questions for M. Ross
bef ore we nove on? And probably have sonme time |eft
at the end.
COMM SSI ONER COL GAN: Not vyet.
COVMM SSI ONER del VALLE: No.
CHAI RMAN SCOTT: Anybody el se?
(No response.)
Okay. Ms. Barrdén, you're up.
PRESENTATI ON
BY
MS. KATHLEEN BARRON
Thank you, Chairman Scott, and thank
you to the comm ssioners for the opportunity to
partici pate today. | think Jimwell laid out the
contours of the EPA proposal on Building Block 3.
"' m going to just highlight a few things about that
very briefly, and then I'd like to talk about the

econom ¢ pressures facing the state's nucl ear fleet

19
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and then at the end tie together with respect to how
all that relates to how the state conplies with the
ultimate 111(d) Rul e.

| think it's beyond dispute that
mai nt ai ni ng an existing nuclear fleet is essential to
meeting any of the department goals that the state
has set or the EPA will set for the state. And |
think, as a baseline matter, it's inportant to note
t hat EPA has said we need | ook both at carbon per
generation created and al so carbon voi ded by
di fferent mechani sns.

So therefore, they've tried to include
both emtting sources and non-emtting sources in
this rule. They have, as Jim said, acknow edged t hat
there would be a significant increase in carbon
emssions if we fail to maintain the existing fleet,
and Comm ssi oner, excuse me, Adm nistrator MCarthy
has seconded that publicly, saying that if we don't
preserve the existing nuclear capacity, that's a | ot
of carbon reduction that we need to make up from
ot her sources for a long period of time.

As Ji m expl ai ned, EPA al so concl uded

20
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the preserving existing nuclear is -- it can be
achi eved at a reasonable cost versus other
car bon-abatement options. Specifically, they use the
$6. 00 per megawatt hour number and they said -- and
they view that as a reasonabl e payment in conparison
again to other strategies for abating carbon.

Of course in a mass-based system
retirement of a zero carbon resource and its
repl acenment with a carbon emtting source of energy
woul d j eopardi ze the state's ability conply. So
there's no need to explicitly include nuclear if
you're going to have a mass-based system But since
EPA has proposed this rate-based systemthey had to
come up with the formula and the cal culation that Jim
expl ai ned, and then they use this proxy, which was a
governnment estimate of the at-risk fleet. As he
expl ai ned, they sort of peanut butter that across all
the states and then they ask for a whole bunch of
comments on the aspects of that proposal.

But |I think it's inmportant to note
even that government estimate is based on, really,

the M dwest fleet. That 6 percent they put in the
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M dwest, so it's really nmore |like 26 percent
according to EIA that is at-risk and very little
el sewhere. And in truth, far nmore than 26 percent is
at-risk here in Illinois.

| think it's fair to say that EPA
views that 6 percent proxy really as a place hol der
to begin the dial ogue about how to reflect nuclear in
this rate-based formula. The proposal really begins
with 2012 as a baseline em ssions year and it's
| ooking for progress fromthere. So | think it's
fair to say that they don't expect there to be
backsliding, which is what would happen if there was
a premature retirement of a carbon-free resource.

When the Adm nistrator testified on
the Hill a few months ago, she said that she's really
encouraging states to pay attention to this because
repl acement of a base |low-capacity unit that is
zero-carbon would be a significant chall enge for
states who are right now relying on those nucl ear
facilities.

So | think EPA's going to be | ooking

to states as they develop their conmpliance strategies
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to make sure that they don't take steps that wil
underm ne their existing carbon-abatenment strategies.

Turning to the nuclear fleet here in
Illinois, I'd like to say a few words about the
current pressures that our plants are facing. As you
all know the recent PJM auction, many of our units
did not get -- in fact, four of our units did not
clear in that auction, which means that their costs
to continue operating are higher than where the
capacity market cleared. And then we have a fifth
unit in the state, our Clinton unit, which is in the
M dwest | SO, which does not have a forward capacity
payment . So as a result, you have those five units
up, that's 43 percent of the nuclear capacity in
Il'1inois, which does not have the capacity comm t ment
for the 1718 planning year. There are nunber a of
factors causing this, which include | ow natural gas
prices and wi nd subsi di es. But chief anong those
reasons i s the absence of a market mechanism to val ue
t he carbon-free nature of nuclear power.

We don't expect the factors driving

the economcs to change in the near term absent the
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EPA's rule making. As you all know, we were
originally on a schedule to make some deci sions about
whet her to retire those challenged units by the end
of this year, but at the request of policy makers,
have agreed to defer that decision until May of 2012
[SIC] to accommodate the | egislative cal endar. But
we cannot postpone indefinitely, obviously.

As you probably know, if the aimis to
retire, they cannot be nmothball ed and brought back
online at a future date. These five units together
represent almost 30 mllion metric tons of avoi ded
carbon em ssions, given that they will need to be
replaced -- to make sure the capacity needs are net
by -- for customers in the state.

' m sure Dr. Sotkiew cz can el aborate
more on this, but nuclear plants provide unrival ed
performance during all weather conditions. W
operate our fleet nationally on an average capacity
factor of 94 percent -- 93 percent, rather, the rate
in lllinois is actually 94 percent | ast year, which
means they're avail able 93 percent of the time to

meet customers' needs even counting the time that it
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takes to take them off-line to refuel them or conduct
schedul ed or unschedul ed mai ntenance.

Many types of plants, as you know,
struggle to performduring extreme heat or cold, when
t he power is needed; but ours don't. For exanpl e,
during the peak of January's polar vortex the nucl ear
fl eet represented only 3 percent of the forced
out ages at PIJM

' m sure Paul will second this, as his
boss is quoted as being in favor of maintaining the
fl eet for purposes of keeping the lights on. He has
said, and | quote, that "it's critical that the
nucl ear fleet in our region remains economcally
vi abl e particularly as we head into this multi-year
transition and the rest of our resource profile."

He's al so been quoted as saying that
the retirement of the nuclear fleet in PIMis quote,
"unt hi nkabl e. "

Finally, turning to our state's
conpliance with the EPA rule, | have just a coupl e of
slides that | think illustrate two inportant points

t hat we should keep in m nd. Before | turn to them
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| just want to say | think it's odd there's two
obvi ous compliance options, and if the state opted
for a mass-based system the | oss of nuclear capacity
woul d be significant, as | nmentioned earlier, in that
fossil em ssions would increase, which would make the
compliance with the cap more difficult and expensive.
In a rate-based system of course, the
i mpact of a |oss of nuclear capacity depends on the
extent to which it's reflected in the rate. And |
woul d have to agree with many who've said that the 6
percent that the EPA has chosen, isn't much of an
incentive to retain nuclear capacity. So | think
that puts us in a position where if nothing changes
in the EPA proposal -- as | said earlier, | do think
EPA sees it as a place holder and is continuing to
t hi nk about ways to address it and inmprove it, but if
not hi ng changes, if there is a |oss of nuclear
capacity between now and the conpliance period that
could prejudice the states's decision to choose a
mass- based system even though that would be the nore
cost-effective path.

So if | turn to -- if | can turn
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to -- and that's the first slide --
spacebar -- thank you

What we're trying to do here is just
denonstrate the significance of a continued operation
of the state's nuclear fleet in reducing carbon. All
t ogether, the six stations that Jim menti oned
represent 65 mllion metric tons of carbon per year.
And we conmpare that on this slide to the anmount of
abatement that we're currently getting from our RPS
Program in the dark green, and then the dotted |ine
is where our goal is. And |i kew se for our
efficiency programs, so | make this conparison, not
to suggest that we don't need all of these tools but
just to highlight the magnitude of the contribution
that the nuclear fleet is making to abate carbon in
the state.

Secondly, as | noted earlier, EPA
concludes that it will be reasonable to cover the
assunmed shortfall of $6.00 in megawatt hours to
retain nuclear capacity, given the abatement costs of
other alternatives. And so what we've done here is

translated that $6.00 into a carbon price and overl ay
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that on to market price, in the regions that are
represented by the green bars on the right and
contrast it against the cost -- or this is actually a
Wal|l Street estimate of the cost of two types of
stations. On the left is a large dual-unit site,
which is most of the stations in Illinois, and, on
the right, is a large single-unit site, which is the
posture of our Clinton station, and conpare
them -- this chart is conparing them again to the
mar ket prices in the various regions in 2016 forecast
year. And denonstrating with the carbon adder
identified it in the dotted green boxes, how much
closer to profitability the stations come if that EPA
assumed | evel of shortfall is met.

Obviously we don't yet what the final
rule will say, but | think it's fair to say it wl
| ook different. At least this building block wll
| ook different, based on the amount of feedback EPA
has gotten on this issue and on the importance with
which it places this issue. So my main nmessage today
is | don't think we should | ook at the 6 percent as a

limter on what will count and what won't count when
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it comes to denonstrating compliance in 2021. All
zero-carbon resources should be treated simlarly in
a state like Illinois that has invested in this
t echnol ogy. It should be recognized for that
investment when it comes time to denonstrate a
conpliance with the federal carbon program

So in conclusion, we are pleased that
EPA has recogni zed the important environmental and
reliability and econom c benefits of the existing
fl eet and has taken steps to create a regulatory
incentive to value it. And we'd |like to see whatever
111(d) compliance program devel op value of the
carbon-free attri bute of nuclear power. Which we
think is necessary to support the continued operation
of these resources. Thank you.

CHAI RMAN SCOTT: Thanks. Questions?

| have a couple of clarifying
questions for you, if | could. MWhat is -- you talk
about the converting the mass-based and whet her or
not that nmakes sense to provide full value for
nucl ear. You can set up a mass-based system t hat

woul d all ow some kind of trading, based on the amount
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of em ssions that a plant has that would val ue
nucl ear. | mean, there is a way to do mass-based

program t hat would val ue nucl ear.

MS. KATHLEEN BARRON: ©Oh, | think that was the
point | was trying to communicate; is that it would
explicitly value nuclear. You wouldn't have to conme

up with a way to it if you do it explicitly. And, of
course, the state has the option to conmply using a
mass- based system under the EPA proposal at | east.
So there's no inmpediment to that. The comments are
more directed at the way if you choose to use a
rate-based system That 6 percent interacts wth
what's at-risk and how it doesn't provide enough of
an incentive really to maintain the fleet. | mean,
we have over 10,000 megawatts of nucl ear capacity
here but the only real consequence in Jims exanple
of losing the amount of terawatt hours in nuclear
t hat he posits is 150 megawatts. There's not really
much of an incentive. So that was point | was trying
to make.

CHAI RMAN SCOTT: Thank you for clarifying that

for me. And, then, post 2030, some of things that
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have been tal ked about nationally, in a |ot of
groups -- obviously, in Jims presentation, if you
protect everything that you've got until 2030, then
essentially it's kind of a wash in terms of what
you're docked up front for and what your credited for
in the back end. Post 2030 you go to a kind of a
rolling average of the years, so the issue of nuclear
is inportant past that too, and there we start to run
into some licensing and some other issues as well.
Maybe you can touch on that just a

little bit because a |lot of the fleet is in |licenses
that's going to expire right about that tine.

MS. KATHLEEN BARRON: | think Illinois is lucky
t hat of our six stations we have two who are in that
posture that would reach 60 years around that 2032
time frame. But the rest of them are nmore like |ate
2040s, 2048, 2047. So | don't think it's as acute
here as it may be other places, but you make a good
poi nt . | mean, there needs to be some direct -- you
need to address what happens when you have a | arge
amount of megawatt hours sort of going out of the

system and EPA hasn't clarified what they expect at
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t hat point; but that needs to happen.

CHAl RMAN SCOTT: Doctor Sotkiew cz, welconme
back. Good to see you agai n.

DR. PAUL SOTKI EW CZ: M. Chairman, thank you

to the Comm ssion for the kind invitation to come

back here. | must be doing something right, if
they'Il let me back in your state. Pl ease don't
revoke ny passport; | love to come to Chicago.

PRESENTATI ON

BY

DR. PAUL SOTKI EW CZ

|'"m going to try to keep ny conments
brief. In the words of the | ate basketball coach, Al
McGuire, | will try to make this |ast Mass at the
summer resort quick, but those of you who know me
know | probably won't succeed at that.

So if we think about them-- let nme
just kind of approach this from a broader perspective
and that is fromthe PIJM footprint. There's northern
Il'linois, the ComEd service territory is part of PIM
The rest of PIMis in M SO and Todd Ranmey will talk

about that in his remarks. W have the | argest
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central dispatch systemin terms of peak | oad
megawatts in this hem sphere. It's a very | arge
system running fromthe Jersey Shore effectively out
to the M ssissippi River with the Quad Cities' units
out on the M ssissippi that Exel on operates.

Nucl ear -- if we're thinking about
nucl ear as a resource, it's about 19 percent of the
total capacity in PJM but accounts for about 35
percent of total energy. And t hat has been very
constant over time, especially with the advent of
whol esal e mar ket s.

If you contrast that, if you think
about coal capacity, coal accounts for actually up to
or up through the upcom ng delivery year accounts for
the | argest anount of capacity, but yet only supplies
about 42 to 44 percent of total energy today. A |ot
of that is coal resources that will be going away
with mercury or toxics standards. Currently natural
gas i s somewhere in the ballpark of about 16, 17
percent of total energy. That will soon become the
| argest resource in terms of capacity on the system

And then wind, if we're thinking of renewabl es al ong
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t hose Iines, wind and solar and so on account for

| ess than 3 percent today, total energy. So if we're
tal ki ng about some of the conpliance options in

nucl ear, renewables and so on, nuclear certainly is
providing the lion's share of that.

But as an RTO we're independent; we
don't have a dog in the hunt. W are
resource-neutral; fuel-neutral; technol ogy-neutral;
age-neutral, subject to reliability constraints, and
so | think here are some of the things that Kathleen
was tal king about and ny CEO, Terry Boston, is
tal king about. Just thinking about nuclear -- just
| arge stations going away creates a potenti al
resour ce- adequacy problem not to mention transm ssion
i ssues. Transm ssion upgrades would need to be put
in place, probably in all likelihood to allow any
such resources to retire in a reliable manner

And if we also think about
gas/electric coordination issues, and now |I'm getting
alittle bit into reliability; but we have to think
about reliability as we're thinking about the EPA

rules. One of the big contingencies that we're
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worried about is what happens if we |ose |arge
nucl ear units, they just trip off line all of a
sudden? MWhat's going to replace that in real-tinme
operations? |It's probably going to be gas. Can a
gas system actually make up for that in such a short
space of time? Can it maintain pressures on the
pi pelines and things of that nature? And we're in
the process of |ooking at that with a | ot of the
ot her planning authorities in the East, through the
El PC case study; so, there's a
results-to-be-determ ned. But those are some of the
t hi ngs that we worry about when you | ook at with
respect to nuclear and reliability just in general,
|l et alone if we think about the EPA Rule.

But | think before | junmp into some of
t he aspects of the EPA Rule | want to reiterate
somet hi ng that Kathleen tal ked about, and it's the
four nuclear units that did not clear an RPM Keep
in mnd that this is not a market where people can
simply bid anything. The offers in the capacity
mar ket are mtigated for existing resources which

woul d i nclude the resources: The resources in the
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four nuclear units in question. And those costs have
actually been cl osely exam ned by both PJM staff and
al so the market monitor. So we know that those
costs, that the going forward costs were sinply too
much for those resources to clear, given the market
dynam cs currently in our capacity market for the
1718 delivery year.

So that being said, just sort of
providing a broader background, | think in thinking
about the EPA Rule Section 111(d) and even 111(b)
with respect to new resources, there's four big
things I want to hit on; one is reliability. ' ve
al ready touched on that just in general, but one is a
reliability safety valve, the idea that EPA has
tal ked about in the past mercury or toxics standards,
but that doesn't show up in the proposed rule. I n
some sense it's because retirements can occur, and
even if nuclear stations did retire, there's a
ten-year rolling average period in phase one; and, as
you nmentioned, M. Chairman, a rolling three-year
peri od after 2030 that you can basically trade over

time, banking and borrowi ng of em ssions over time,
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to conmply with the rule. And so it wouldn't create
an issue where we'd have to extend units per se, like
we did with previous rules.

However, there's another issue that
pops up that EPA has not acknow edged in the rule
itself, and that is, What happens to di spatch:

Real -ti me Operations, Unit Comm tment, Real-time
di spatch. And it's going to depend on what each
i ndi vi dual state does.

M. Chairman, you had asked Kat hl een
about the mass-basis or even a trading program there
are sonme states in our footprint that we've tal ked
to, that shall remain nameless to protect both
i nnocent and guilty in this case, that have not just
said no, but no way, no how, H-E-double toothpicks no
-- to quote Radar O Reilly -- "we're not going to put
a price on this."

And if you have several states that
choose to go down that path, remenber Illinois"' part
of an interconnected systemwi th both PIJM and M SC.
How is that going to affect pricing within the State

of Illinois if Illinois decided to go down the road
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as you suggested, M. Chairman, or a mass-based
cap- and-trade program | think that's something to
t hi nk about in ternms of that dispatch.

Then there's also the regiona
conpliance option. Of course bigger is better.
Regi onal conpliance is probably nmore cost-effective,
that's why we have RTOs. | f you | ook at the val ue
proposition that M SO offers, the value proposition
that we offer, | mean there are econom es and scope
and scale to this |arge-scale cooperation, but also
regi onal conpliance comes up in a multitude of
reliability senses that may be out there because the
greater the scope and scale, the nore you can make up
for a ot of these potential reliability issues. But
| know you're going down that in another workshop in
Novenber, so | will stop there.

Let nme kind of dive down into some of
t he nuclear at-risk issues. | think Jimhas pointed
this out, Kathleen has pointed this out, EPA did in
fact, to use the words of Kathleen, peanut butter the
nucl ear at-risk; but the EPA has data at their

di sposal . In fact, in their modeling in IPMfor the
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first time they've actually included going-forward
costs for all the nuclear stations in service. They
could have very easily taken this going-forward cost,
t hey coul d have projected revenues through |IPM or
even | ooked at revenues that these units are making
today to understand which units are at ri sk.

| think it's very clear if you | ook at
some of the retirements that are notable out there,
whet her it be Kewaunee or Vernont Yankee and then of
course the catastrophic failures of units such as
Songs out in California or CR3 down in Florida.
mean, those units could have potentially come back,
but it was just very expensive.

Very easily EPA could have | ooked at
this state by state and seen the units at risk and
allocated things differently. They have the data
avail able to them make that happen, whether it's our
publicly avail able data on revenues or the
goi ng-forward costs that they've published. Then of
course there's also the renewabl es; that issue was
brought up, and Kathleen, you had opened the door in

wi nd reduci ng energy prices and so on.
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But it's a conmpliance option as with
nuclear. And Illinois may be in a situation where
most of the nuclear power is tied to |oad here in the
ConEd service territory, but there're other nuclear
stations very close here to Illinois that are serving
load in other states. And it could be the case at
some point in the future, effectively because of
regi onal dispatch, that electrically those nucl ear
units also serve other states. So it's not just
necessarily an Illinois problem but it may be a nore
regi onal problemwi th respect to conmpliance as well
as reliability.

And t hen, of course, who owns the
power? Who owns the zero-emtting resources? The
EPA rule in one place is silent, or is at best
silent, at worst it says the renewabl es or nucl ear
should be in that state. Well, maybe it doesn't have
to be in that state; which is what, | think there's
got to be some clarification there in order to have a
reasonabl e way of going forward in any sort of state
plan in the final rule.

And, finally, let me just concl ude
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that if we're tal king about rate-based versus

mass- based. | think one of the things that has cone
up time and again in discussions with various states
in our footprint, and you know, certainly mass-based
is easier if you had a trading program

| can say "trading" in here wthout
getting shot, | think.

CHAI RMAN SCOTT: At | east so far.
DR. PAUL SOTKI EW CZ: | am weari ng Kevlar, just
in case.

But | think, you know, | think it
makes it easier to price out em ssions, which also
makes it not just better for the nuclear units, from
Kat hl een' s perspective, but in terms of reaching
compliance and cost-effectiveness. I f we have a
price on em ssions and it's the same across the
footprint, it actually provides a nore cost-effective
solution in our energy markets, and also, it's going
to help enhance reliability by putting all of those
resources on the same footing. Because one coul d
i mgi ne that some states may choose to do sonmething

different, we could end up in a situation where we
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have a bunch of new natural gas units |located in one
state because the state decides they're not going to
bring theminto the program  And under 111(b)
they're exenpt, and all of a sudden they have to pay
for network upgrades in order to be deliverable.
Because they're also not paying per price of CO2, it
actually is going to have an effect on energy prices.
It's going to affect the revenue streans for all the
resources in the footprint: Nucl ear, coal,
everything else that may be facing the CO2 price.
Those are other things.

So what ever happens in one state,
ot her states are going to effect it; it's just the
nature of the system it's the nature of regional
di spatch, it's just the nature of working with
conpliance under 111(d)at this point.

So with that I'll leave it there and
open it up to the Comm ssioners and M. Chairman for
guesti ons.

CHAI RMAN SCOTT: Comm ssi on Col gan?
COMM SSI ONER COL GAN: Paul , you mentioned that

in the PIMfootprint, | think you said that natural
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gas accounts for 16 percent of the capacity; is that
you sai d?
DR. PAUL SOTKI EW CZ: Total energy.
COMM SSI ONER COLGAN: Total energy. Thank you,
Paul .

And you also said that it will soon
become the | eading -- |eading source, and do you have
a projection in terms of how long that's going to
take. And is that just going to come in take the
pl ace of the retiring coal, or will it actually go

above where coal is at now?

DR. PAUL SOTKI EW CZ: Comm ssi on Col gan -- and
pl ease forgive me, | probably didn't articulate this
very well. What | was referring to was confusing

capacity and energy.

Energy gas provides 16 percent of
total energy, and it's right now approxi mately
40 percent at capacity. By the 2015/2016 delivery,
whi ch starts on June 1st, 2015, natural gas wll
become the | argest capacity resource. It may not
provi de as much energy, but it's going to be the

| argest resource in terms of megawatts, stealing
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ground in the footprint. And yes, it will be taking
over for a lot of the coal that's retiring,
absol utely.

COMM SSI ONER COLGAN: Thanks.

CHAlI RMAN SCOTT: Just a couple quick things
before we turn to M. Ranmey.

In terms of dispatch, just so
everybody's cl ear because, you know, the rule
provi des for gas an amount to be ramped up. So t hat
when -- we tal ked about this a little bit during the
| ast policy session, that gas plants will be ranmped
up to 70 percent; but that doesn't affect your
di spatch because what you dispatch just based on
price.

DR. PAUL SOTKIEW CZ: That is correct,
M . Chai r man.

In fact, it's interesting that, since
you bring up the dispatch issue, if one |ooks at the
EPA modeling efforts in IPMand -- by the way, they
actually bring in new gas capacity into the program,
rat her than keeping it out, in Section 111(b) -- and

the gas-fired capacity factors in the |IPM nodeling
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runs are sim/lar, between 50 and 55 percent. So they
don't even reach the 70 percent that's being used to

cal cul ate the goal s.

CHAI RMAN SCOTT: Let me follow up -- thank you
for that. Let me follow up on something that you
tal ked about: The difference if you've got sonme

states doing things on a multistate basis and anot her
state's just kind of going it alone, bringing in new
gas under 111(b); but if they still have a conpliance

i ssue, that may not necessarily help them out of

that. So because -- your other statement; |I'mtrying
to reconcile the two -- was that you're better off
spreading it out amongst -- or econom cally spreading

it out along a wider footprint that's why regional
di spatch works and things |like that. Wuldn't that
also hold true for the states who are trying to go it
al one; just build a |Iot of new gas that doesn't count
toward their conmpliance option. They've got other
t hings that they would have to do, too.

DR. PAUL SOTKI EW CZ: It depends on the initial
all ocation of the em ssions responsibilities. But |

think in general trading programs we're talking
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about, whol esal e power markets or trading of

em ssions all owances under the old Title 4 trading
program You know, bigger is better; you're going to
get nore cost-effective conpliance in that case or
more cost-effective to dispatch.

There are some states in the PJM
footprint, New Jersey and Virginia come to m nd,
where the actual em ssions targets are |less than the
em ssions rate of the new conbi ned-cycle gas unit.

So for states |ike that, that may be facing that
choice, it's a no-brainer if they want to go it
al one.

Now, to the extent that they bring
those into the program and then can work with other
states that have higher em ssions rates, then there
may be potential gains fromtrade in that case.

CHAlI RMAN SCOTT: Correct.

DR. PAUL SOTKI EW CZ: But | think it's going to
depend on the initial em ssion reduction
responsibility.

CHAlI RMAN SCOTT: s there -- and just follow ng

up. You can have states where they can finally get a
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compliance pathway for thenselves, but froma trading
standpoint, it m ght make sense for the conpanies

within that state to be part of |arger network as

wel | .

DR. PAUL SOTKIEW CZ: That is correct.

CHAI RMAN SCOTT: | think that's what you're
sayi ng. | just want make sure that | had that right.

DR. PAUL SOTKIEW CzZ: That is correct.

CHAlI RMAN SCOTT: One nmore slight curve ball for
you, and | apologize for this, but it seems to be a
| arge part of it, and | know you guys are working on
this and M SO is as well.

But the | ack of rehearing on the 745
Order | ast week from FERC, and what that does in
terms of demand response, because obviously that's
been a part of your portfolio and states may or my
not have to grapple with how to do that.

When you start to figure out the | oad,
how do you interpret that now? As what that's going
to do because that forces -- if the ruling stands, it
forces a whole other set of state cal cul ations that

you've got to figure in, doesn't it?
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DR. PAUL SOTKI EW CZ: Demand response in
general is -- | don't view demand response in the
context of 111(d) as being that big of a player.
However, in terns of electricity markets and the
financial wherew thal of other generation resources,
especially vis-a-vis revenues potentially avail able
in a capacity market, it is going to make a
di fference.

Rat her than a curve ball, though, it
felt like a knuckle ball

CHAI RMAN SCOTT: Sorry.

DR. PAUL SOTKI EW CZ: | was kind of ducking and
weavi ng here, trying to figure out where that thing
was going to go.

But | think that right now we can't
really comment too much on where we're going to go.
| mean, we're still trying to digest everything with
the vacature fromthe DC Circuit and the rejection
fromthe ongoing hearing. And where do we go from
there. W also, as many in this room are already
keenly aware, we're facing another modified conplaint

in front of the Comm ssion to get rid of demand
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resources in our capacity market as well as

potentially rerunning the auction for 1718.
Her et of ore the Comm ssion has been

| oath to rerun markets; however, this is a situation

that is quite different. | have no idea what's going

to happen on that. So | think it's premature for me

to say anything nore than just that.

CHAI RMAN SCOTT: Fair enough. Fair enough.
Sorry to do that to you

M. Ramey?

MR. TODD RAMEY: Thank you, Chairman Scott. I
actually have a few slides here but | don't have the
remote because -- | ask for the assistance of a
spacebar - presser

MS. KATHLEEN BARRON: Happy to help you.

DR. PAUL SOTKI EW CZ: By the way, this is what
regi onal cooperation's all about. | love this.

PRESENTATI ON

BY

MR. TODD RAMEY

Thank you, Chairman Scott,

Comm ssioners. Thanks for the opportunity to have me
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here today to participate in this important topic of
di scussion, inportant to Illinois, certainly

i mportant to the other 14 states with a M SO

f oot print.

What |'d like to do is just to give
t he Comm ssion an overview of the analytical work
that M SO has performed at the request of our
st akehol ders since the issuance of and the draft
order in early June. | think it's inmportant to point
out and for all of us to remenber that we're still
very early in this process. W're just
t hree- and-a-half nonths away -- or since we initially
had a chance to review this draft rule.

What M SO did is we essentially
reached out to stakeholders pretty quickly, including
OMS thanks to the ICC s participation and comments
there that helped us craft a set of studies primarily
intended -- listing the early phases to allow M SO to
get sonme results out in support of the state's and
member shi p's needs as they're considering devel opi ng
their comments, which were initially expected to be

due m d-October. W' ve since had a 45-day extension.
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We conpl eted those early phases of our studies and
rel eased some initial results fromthose efforts --
just |l ast week to stakeholders. So I'll give the
Comm ssion just kind of an overview of what the
results showed.

I n phase 1, we | ooked at a couple of
t hings. One, we wanted to break down and take a | ook
at each of the building blocks as proposed by the
EPA. Essentially, we didn't do a | ot of analytical
wor k here or addition of M SO s or stakehol ders’
assunmptions. In this effort we really took the EPA's
assunmptions, applied themto a capacity optim zation
pl anni ng model to really | ook and test the EPA's
assumptions about the feasibility of achieving the
certain level of projected carbon reductions that the
EPA included in their plan.

The other thing we want to | ook at in
phase 1 was this question that Paul went over in some
detail in his remarks. Regi onal - wi de conmpl i ance
strategies versus sub-region. Eventually we'd |ike
to get down and maybe even to | ook at some state

| evel compliance strategi es and what the inmplications
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m ght be in terms of effectiveness of reaching
carbon-reduction targets and the overall costs.

We didn't go down to the state |evel,
but we did | ook at some subregi onal nodel conpliance
strategies within the M SO footprint and, |argely
around our | ocal resource planning zones that we use
in our planning process.

In phase 2, we | ooked at a series of
econom ¢ and public policy sensitivity scenari os.
Each of the sensitivities that we | ooked at are shown
here on this slide. Down at the bottom we did
i nclude some nuclear retirement scenarios as part of
this initial phase 2 | ook as well. W |ooked at a
no- nucl ear-retirements; so the nuclear fleet as it
exists today is preserved throughout the 2020/ 2030
timeframe. In the other scenarios we | ooked at
retirements at the expiration of the current 60-year
nucl ear lifespans in the footprint.

So what did we find out? Phase 1
early there were a couple of key objectives. One was
t hat inplementing the EPA's four building blocks in

terms of our nodeling approach suggested that indeed
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you could achieve the levels of CO2 reductions the
EPA estimated, within the M SO footprint. But the
more significant finding is that if you applied nore
cost optim zation-type strategies at |least from a
capacity perspective our studies in phase 1 suggested
t hat you could achieve those sane | evels of carbon
reductions at a much reduced cost as conpared to the
i mpl ement ation, strictly, of the four building
bl ocks.

| forgot to mention so |I should back
it up and nmention it now, the modeling work we | ooked
at -- only looked at the cost of inmplenmenting a
capacity plan over this timeframe that's conpliant
with planning reserve requirements. Things that we
have not | ooked at to date, and weren't included in
t hese studies, were reliability impacts potentially
of the effect of the generation fleet as it pertains
to the bul k-electric transm ssion system | haven't
| ooked at that yet. Nor have we | ooked at potenti al
i mpacts to the natural gas distribution system and
new requirements on gas distribution that we are

required to achieve conpliance as well. Bot h of
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t hose aspects M SO s going to take a look in further
phases of our studies.

So back to phase 1 findings. Looki ng
at that the M SO regi on-wi de conpliance strategy
versus a subregional compliance strategy, it's very
simlar to what Paul's descri bing. Potentially state
by state, independently pursuing their own conmpliance
strategies; that is akin to the subregi onal approach
t hat we did nodel .

Not surprised, but the magnitude of
t he i mpact we found through our studies is that
potentially if we were to pursue M SO wi de
strategies, cooperation across M SO for inmplementing
econom ¢ carbon reduction strategies as conmpared to
subregi onal, the footprint could stand to save about
$3 billion annually froma M SO wi de approach, driven
| argely by many things that Paul mentioned: W der
regi on, more options, nore cost-effective options for
achieving conmpliance; you'd expect annual
cost-effective results.

Yes, sir?

COMM SSI ONER COL GAN: VWhen we | ooked at the
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subregi onal zones, did you look -- | don't have ny
copy here, it's not a color copy.
So did you have Illinois, the M SO
footprint in Illinois as its own subregional zone?
MR. TODD RAMEY: Yes, we did.
COMM SSI ONER COLGAN:  Okay.
MR. TODD RAMEY: The subregional zones we
| ooked at are consistent with the current expansion
pl anni ng and | ocal resource zones we used for the
M SO plan in Illinois as their own | ocal resource
zone.
Coul d we back up one slide.
The take away from our phase 2
anal ysis, looking at inmplications for the coal fleet
in MSO, 11 to 12 gigawatts of coal we would expect
to retire as a result of conpliance with the mass
requi rements. In addition to that, our studies here
shows that about 14 gigawatts -- 14,000 negawatts of
additi onal coal-fired generation of the M SO
footprint would be at risk to economc retirement as
a |l east-cost solution as you move forward conpliance

with this draft rule.
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This slide here |I just want to point
out the -- Slide 5, please -- | just want to point
out the bottomline. That shows the results in terns
of carbon reductions by the implementation and with
t he assunption of all of the input assunmptions
underlying the building block approach used by the
EPA. | npl ementing those across the M SO region
results in the I evel of reduction shown by the purple
line, at the bottom which is a slight
over-conpliance against the targets laid out in the
draft rule.

So moving on to -- | think this is ny
final slide here. This is just taking a little
closer ook at Building Block 3. The green |ine
shows the CO2 reduction expectations that you would
expect, based on our nodeling, frominmplementation of
Bui l ding Block 3 using the assunmptions included in
the draft rule. This assumes that the existing
nucl ear fleet is maintained and is avail able
t hroughout this region, and that the states that have
RPS requirements conplete those requirements. A

relatively nodest impact in terms of total carbon
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reductions, not a large driver of carbon reductions
for the M SO footprint. You woul d expect, just with
the conmpletion of the RPS requirements that the pie
charts at the bottomreference case on the left
really is a business-as-usual result in the 2030
timeframe. And those are projections by energy
production to neet the requirements in the M SO
footprint. The pie chart to the right shows the
results, or the slight changes in production |levels,
with completion of those RPS standards: Slight
increase to total end production across the
footprint, offsetting slightly both gas and coal
production.

So, with that, that concludes ny
opening remarks and |'m happy to answer any questi ons
t he Comm ssioners m ght have.

CHAI RMAN SCOTT: Thank you, M. Ramey.

What are the additional sensitivities
that you all are planning to model ?

MR. TODD RAMEY: We just -- just having | earned
about the extension, engaged just within the | ast

week, stakeholders in conversation about what
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additional studies can M SO perform given the extra
time to provide comments, we have asked questions
about additional sensitivity studies. One of those
it was pointed out would be hel pful was related to
t he assunptions around nuclear retirements. The
model i ng we' ve done so far is based on the assunption
t hat the goal of retaining existing nuclear is
acconpl i shed. One of the scenarios we've been asked
to look at is, if that's unsuccessful, what are the
potential inplications of the cost and building need
t hat carbon-reduction targets certain. So that's one
scenario we're going to add in the near term

CHAI RMAN SCOTT: You mentioned, | ooking at
state-by-state, is there any thought to
state-by-state versus nmultistate conpari sons, because
' m assum ng most states are |ike ours, they want to
know before they get into something like a multistate
program what the inpacts of that would be for them

MR. TODD RAMEY: We've had many of our states
al ready engage us in feasibility of M SO conducting
state |l evel analysis simlar to the subregional zone

anal ysis we conpl eted so far. So our modeling fol ks
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are preparing a plan to acconplish that in the near
term

"' m not quite sure | have a timeframe
yet when we can get that acconmplished, but | know
we' re working with our states to try to get some
state | evel modeling done as well.

CHAI RMAN SCOTT: My | ast one. \When you model ed
this, did you model the building blocks individually
and then do them together or did you do it all in
one --

MR. TODD RAMEY: We did all those things you
menti oned. So if we go to Slide 5 again -- back up
one. Each of the lines there shown on the chart
represent the results for modeling each buil ding
bl ock individually. And then the | ast scenario was
simul taneous i nplementation consunmptions for all
buil ding blocks and that results in a total |evel of
reducti on shown on the purple Iine at the bottom
So, we | ooked at them individually and collectively
as wel | .

CHAI RMAN SCOTT:  Okay. | just want to make

sure building blocks individually and then is the
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| ast line just an amal gamati on of those or is that a
separ ate nodeling-

MR. TODD RAMEY: It's a separate modeling run
with the i nmplementation and the assunmptions for all
four building blocks applied sinultaneously into the
nmodel .

CHAI RMAN SCOTT: That was my question. Thanks.

COVMM SSI ONER del VALLE: Qui ck question. | s
PJM s nodeling conparable to what M SO is doi ng?

DR. PAUL SOTKIEW CZ: Comm ssioner del Valle,

t hank you for giving me the opportunity to junp in
here.

We have been actually approached an
organi zation, PJM States, to do nodeling on this.
We're actually in the process of doing that, and I
think we've taken a slightly different tack than what
M SO has taken. One of the scenarios that has been
requested has been the 50 percent nuclear retirement
scenario, so we'll be running that.

We're going to be doing this a little
bit differently. W're running all nodels in PROMOD

which is a production cost software nmodel. We're
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wor ki ng to endogenously determ ne the prices of CO2
em ssions within the context of that model and take a
| ook then at what actually is falling out in terms of
compliance; how nmuch gas is be re-dispatched, for
exampl e, how -- you know, the inpact of renewabl es,
t he i npact of energy efficiency. And we'll be
runni ng sonme sensitivities on renewable energy to
plan as well as energy efficiency scenari os going
forward on that. We hope to have those runs done
sometime early to m ddle of next nonth.

COMM SSI ONER del VALLE: So Illinois will be
able to conpare "apples to apples."”

DR. PAUL SOTKIEW CzZ: That's what we're hoping
for.

COMM SSI ONER COL GAN: M. Ramey, the nodeling
you're doing is using EGEAS; is that correct?

MR. RAMEY: That's right.

COWMM SSI ONER COL GAN: So Paul, what was it you
said you were using to do your nodeling?

DR. PAUL SOTKI EW CZ: We're using PROMOD, which
is a production cost software model that we use in

our market efficiency analysis, as part of our
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regional transition planning process.

So they're different nodeling

framewor ks and slightly different tacks, but | think
at the end of the day, you'll probably come up with
very -- the outputs are going to be very much the

same kind of outputs that you m ght expect.

COMM SSI ONER COLGAN: So to maintain
consi stency you're each using different models.

DR. PAUL SOTKI EW CZ: Did you realize we had
the same problemin the nmodeling efforts?

CHAI RMAN SCOTT: Thank you very much. We
really appreciate it, Ms. Barrdén, Dr. Sotkiewicz, M.
Ramey and M. Ross. Thanks very nmuch. We really
appreci ate you being here. It hel ped a | ot.

DR. PAUL SOTKI EW CZ: Thank you.

MR. RAMEY: Thank you

CHAI RMAN SCOTT: 1'd like to call the second
panel up. That woul d be Ant hony Star, the Director
of the I PA, Sarah Wchos, the Co-Legislative Director
from ELPC, Madel ei ne Klein, Senior Vice President of
Policy and Strategy from SoCore, and Eric Thumm, the

Director of Policy and Regul atory Affairs, I|berdrola
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Renewabl es.

We're going to talk a little bit in
this panel about the Illinois RPS and renewables in
general. And how best to get the additional
renewabl es into the system and talk about DG and
geot hermal and all kind of other good stuff.

So with that, M. Star, thanks very
much for being here.

PRESENTATI ON

BY

MR. ANTHONY STAR

Thank you, Chairman and Comm ssi oners.

|''m going to get started, | want to give an overview
of where the RPS in Illinois currently stands and nmny
fell ow panelists will probably go into a | ot nore

detail about the challenge it had and some of RPS
potential sol utions.

So if you ask around, the commpn
rhetoric you hear is the Illinois RPS has the goal to
finance 25 percent by 2025 and that the goal for next
June will be 10 percent. Sounds very good. The

reality unfortunately is a little bit more
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conplicated, but I'Il look at it a couple of
different ways. The first is that if you | ook at
renewabl es as a percent of generation that takes

pl ace within the State of Illinois we are at about 5
percent in 2013. So of the energy produced in
Il1Tinois -- if you think about what Jim was talking
about a |l ot of his nunbers on nuclear really were
focused on production in the state. That puts us at
about fifth in the nation in terms of the amount of
generation that takes place within the state. But we
are 19th in this nation in terms of renewables as a
percent of our total generation. That's in part a
reflection of the fact that we have a | ot of
conventional generation in Illinois. We | ook at all
of the states that have a | arge renewable -- a | ot of
renewables in them  They simply just have a | ot |ess
conventional generation.

Take |l owa, for exanple. They have 50
percent more renewables than Illinois, and those
renewabl es, however, make up 25 percent of their
generation. That's basically because we use about

three times nore energy in Illinois than |owa does.
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So you have sone interesting m smatches when you | ook
at the different generation rates of renewabl es.

That's really relevant when you think
about the future need for renewable construction and
how it will inmpact the generation mx in any given
state. | think the amount of existing capacity in
Il'linois will really have an inpact on prices because
renewabl es will have to compete agai nst those.

But when you go turn to our renewable
portfolio standard we measure that as a percentage of
consumption and in | arge part because of these issues
with regional transm ssion. Power doesn't really

obey state |ines. Maybe it would be a | ot sinmpler

for a lot of us if it did, but I'm not an engi neer,
but I"mpretty sure that would be hard to do unl ess
we cut a lot of l|ines.

So it's really hard to tie consunption
of any one customer to the specific source of
generation but it's a |lot easier to think about
renewabl e portfolio standards from the consumption
point of view. And that does seemto me to create a

little bit of disconnect about how we think about the
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RPS versus some of the other aspects of how we were
to conmply with Clean Power Pl an.

| woul d al so note that when talking

about the RPS, I'"monly going to be tal king about the
two | arge investor-owned utilities in Illinois.
Muni ci pal utilities are all co-ops armed subject to

the state RPS. They're only a small percentage of
the total of the state, but we still should keep them
in mnd because this is ultimtely a state plan and
some point or another have to be able to think about
how t hey get involved -- adding that to the others.

When you | ook at the RPS in Illinois
the reality also is that we really have nmore than one
RPS. The original RPS that was passed in 2007
applies to the traditional utilities and the
customers that they serve. And that is done through
two different ways; there's a compliance mechani sm
for customers who are traditional flat rates and then
al so a separate mechanism for customers who are on
hourly pricing, who pay into a fund rather than have
their renewable commtments covered by a rider.

The utility RPS commtments are done
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t hrough comm t ments done by the | PA. In the history
of the IPA -- well, it got started in 2008, we've
done one | arge long-term renewabl e procurement back
in 2010; that's about 1.8 mllion megawatt hours a
year for the next 20 years. And that nostly cane
from new devel opments. That was a |long-term

comm tnment for |arge amounts of resources and a | ot
of new stuff got built because of it.

We' ve al so done a number of
procurements for short-term renewable resources. The
most recent of those took place in 2012; we would buy
renewabl e energy credits going out a couple years.
Those deliveries fromthe 2012 procurenment run
t hrough 2017, and each year has slightly different
targets.

So right now the utilities are on
track to meet their overall RPS and wi nd requirenments
based upon those past procurenents. However, where
they're short at the moment is they'll need
additional resources to be procured to meet the
specific solar generation cutouts in the RPS. W

will be filing with the I CC our 2015 Procurement Pl an
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next year, it will contain some proposals to help
meet those targets.

Mode m gration has really been a major
i mpact on the ability -- IPA's ability to procure
| ong-term resources. Take for example those
| ong-term procurements that actually had done back in
2010. At the time that was all hashed out -- | think
there's some people in the room have scars from all
t hose debates including some at this table -- retail
conpetition hadn't really taken off. The utilities
were basically serving 99 percent of the residential
and small commercial customers. So 2010 when | PA was
considering those long-term procurements, they were
going to secure a |lot of renewable resources for the
future, but not enough to meet the RPS going forward.

Now if we |ook at it, what's happened
is we've gone fromthe 99 percent or whatever it was
to -- and the utilities only serving about a third of
the residential and small business
customers -- actually a little less than that.

So right now if you | ook at the RPS

targets for next year, those long-term contracts for
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2010 are nmeeting 90 percent of what's needed for next
year and the short-term procurements from 2012
actually filling up the gap. So because there're so
many fewer customers in the utility pool, the

| ong-term comm t ments made several years ago are a
much bi gger portion of the m x of renewabl es than

t hi nk many people thought they would be at the tinme.

So uncertainty of that future |evel of
| oad that'd be served by the utilities versus
alternative suppliers makes it very hard for us to
plan a long-term comm tment to acquisition of new
renewabl e resources.

"Il turn back to the other half of
the RPS, which is how the alternative suppliers
conply with it. They do it in two ways: First, they
make, paynments, known as alternative conpliance
payments, into the Renewabl e Energy Resources Fund.
That covers about half of it -- a mnimm of half of
t he obligations. Second, they have to buy additional
renewabl e energy, typically in the form of renewabl e
energy credits. That's the rest of their

obl i gati ons.
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So a few observati ons about what
they're doing. The first is that the rate of
alternative conpliance paynents are much higher than
the current price if you want to go out and buy a
RECs. So what we're seeing is that the supplier is
very, very rarely making anything other than the
m ni mum of 50 percent. It's nmuch | ess expensive for
themto go out and buy RECs for as much of their
compliance as they can.

One challenge that that seens to
create is any given supplier, year to year, their
mar ket share will vary. | suppose they all hope it
will go up every year, but that's not how conpetitive
mar ket s wor k. So they don't really make long-term
investments. As far as | can tell, they're nostly
buying RECs on a fairly short-term basis fromthe
mar ket, and that's not really incenting a new
generation, it's just the nost efficient way for them
to conply with the statute.

That raises, of course, the Renewabl e
Energy Resources Fund, which has been discussed

a lot -- | suspect will be discussed a | ot nore. It
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has had sonme dire years in its youth. While this
spring, we were very fortunate that |egislation
passed that will free up $30 mllion of that fund to
begin investing in solar resources starting next

year, the Fund currently has over a $120 mllion
dollars in it, and those are funds that are not being
spent right now on real good resources. Hopeful |y
they will be in the future.

So to tie that back to the Clean Power
Plan, if you | ook at the nunbers fromthe U. S. EPA,
they're expecting renewables in Illinois to grow from
8.3 mllion megawatt hours in 2012 up to 17.8 mllion
megawatt hours in 2029.

In the short-term let's put it on
track. In 2013, the generation made in Illinois was
about 9.6 mllion megawatt hours. So the numbers are
all 1 ooking okay at the nmoment. But absent a change
in structure, |I'm not sure how we really expand this
to going forward wi thout some new path for long-term
pl anni ng.

There has been some encouragi ng news

recently. Both | KEA and M crosoft have announced
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investments in wind farms in Illinois. That private
investment is a good thing and hopefully we'll find
ways that gets counted toward our conpliance. But we
really will need to | ook at how we adjust our RPS
mechanismin the fact that we have a robust retail
mar ket. The market and all owi ng people to choose who
t hey buy electricity from having the conpetition
t hat we have here, has had a | ot of benefits from
customers in terms of very conpetitive prices from
I11inois.

Back in the 80's, the reputation was
t hat we had some of the npst expensive electricity in
the country. We're not the cheapest, but we're down
in the bottomin terms of electricity prices. So
that's benefitting customers. The ability for
customers to shift their | oad around between -- for a
small customer between the utility procurements done
by the I PA, where there are alternative suppliers, or
even between different alternative suppliers makes,
any of this long-term strategy planning for new
acquisition of renewable resources really difficult.

So I'm encouraged by the fact that
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substantial renewable resources have been built in
I11inois. It shows that when we get the policy
pi eces aligned, we can do it we've done it on scales
that really have produced sonme big inpacts. But we
need to get things corrected that to allow that to
happen again. And |' m hopeful that starting next
year, we'll start nmoving forward and expandi ng our
sol ar industry. So you'll be hearing nore detail
fromthe other panelists, but we really do need to
make maj or changes in order to get out renewable
energy strategies to nmeet the goals of not just the
I11inois RPS but the Clean Power Pl an.
COVMM SSI ONER COLGAN: Thank you for that,

Ant hony. | don't want to get off track here; | know
you're tal king about energy efficiency issues and
renewabl es.

| was wondering where we are at with
conpliance for demand response in Illinois. And now
t hat we've got this 745 Decision that -- this has
become a really big issue and a | ot of focus going
toward states in ternms of their ability to do things

in the area of demand response. W have --
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MR. ANTHONY STAR: Unfortunately | don't have a
solution for you yet. | think we're going to have to
rethink a | ot of aspects of demand response going
forward.

The |1 PA, we have the chall enge that we
serve the eligible retail customer -- the potentially
eligible retail customer, the residential/small
busi ness custoners. Demand response for those
customers is largely things |ike air conditioning,
recycling progranms. We have things in place due to
the Smart Grid |egislation of a few years ago for
things |like the peak time rebate. We may have sone
pi eces in place but we have to rethink those
solutions in terms of how that | arger customers can
continue to get the value of demand response in |ight
of the recent rulings. | think there's a big
chal | enge ahead and | don't have really good
sol utions yet.

COWMM SSI ONER COL GAN: So in your opinion do you
think for Illinois to move further in that direction,
we woul d need additional statutory authority to do

that, is that --
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MR. ANTHONY STAR: That woul d be my educated
guess.

COVMM SSI ONER COLGAN: Thank you.

CHAI RMAN SCOTT: Goi ng back, followi ng up on
somet hing that you had tal ked about with the RPS,
basically saying we need some fairly major changes
wi t hout placing value judgnments on any individual
pi ece of |l egislation, but the legislation that was in
front of the general assenbly before, just in terms
of whether or not it addressed the issues that you
| aid out that --

MR. ANTHONY STAR: Are you referring to 70103
fromlast year, the various versions of it?

It seemed like it was heading the

right direction because what it was creating -- well,
they're different versions of it. The final version
that -- |I'm not sure it was -- | can't remenber that

it was ever actually introduced but some of it was
drafts, floating around. It did create bal ancing
mechani snms between the different revenue sources for
renewabl es. And that would have allowed for a path

forward in terms being able to do some long-term
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t hi ngs.
Ri ght now, |'m just very cautious

about how to make a commtment with a fund that its

bal ance could vary greatly -- not the bal ance, the
amount of nopney comng into it; it varies greatly
fromyear to year. | don't want to create new

stranded costs. We have done that before, it's not
fun.

So | think the concept of having a way
to be able to balance these so that the net effect is
that there is a consistent source of revenue for new
renewabl e generation is a good sound one. | think we
had pieces of it floating around the legislation a
year ago, but obviously we didn't have to test
whet her or not those actually worked because it
didn't get enact ed.

CHAI RMAN SCOTT: And does it make nmore sense,
gi ven what you just said and what you said in your
earlier presentation, to have something that focuses
on some |long-term assets as well rather than just
havi ng people out in the market buying RECs?

MR. ANTHONY STAR: It depends on what your
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goal s are. | mean, if you wanted to neet just the

letter of the law in Illinois buying renewabl e energy
then it's --
CHAI RMAN SCOTT: |"mtal king nore in ternms of,

trying to imply --

MR. ANTHONY STAR: But if you want to | ook
at -- when | | ook at what the U S. EPA is asking
states to do and try to figure out how that
corresponds, | see a disconnect. So | think moving
more towards somet hing that makes sure that there's
tangi bl e assets operating and actually providing
power for a long-term solution, that would be
preferable.

The renewabl e energy credit market's
been a very useful proxy in the short- to mediumterm
to allow there to be investnments in renewabl e energy,
help it get started, but ultimately it
doesn't -- there's sonme pieces m ssing.

CHAlI RMAN SCOTT: | appreciate that.

Comm ssioner del Valle?

COVMM SSI ONER del VALLE: Qui ck question.

What's the projected coffer of for the
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Fund for this fiscal year?

MR. ANTHONY STAR: This was a big year for it

because switching rates have -- were quite high | ast
year so approximately -- the last few stragglers are
still trickling in but -- new revenue that has come

in the last month or so for the Fund was about, $77

mllion dollars. Next year will probably be
compar abl e. It may start to taper off a little bit
fromthat if customers start com ng back to utility

service from --

COVMM SSI ONER del VALLE: So next year the
bal ance will be approxi mately what?

MR. ANTHONY STAR: So we're up at
$120-sonmet hi ng, another $60 to $80 mllion m ght conme
in next year, and then may shrink fromthere. W're
obviously going to spend $30 mlIlion of it thanks to
the legislation that passed this spring. Still,
we're tal king about a pretty |arge pot of money that
will be available for renewabl e energy.

COWMM SSI ONER del VALLE: Okay. Can you tell wus
how we can borrow fromit?

MR. ANTHONY STAR: They -- |et me choose ny
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words carefully. They have borrowed fromit once in
t he past and they've repaid it all. They do not
sweep -- they cannot sweep.
COWMM SSI ONER del VALLE: They cannot
sweep - -
MR. ANTHONY STAR: They cannot sweep it but
t hey can borrow fromit. My understanding in the
past is what they do is they |ook at uncomm tted
funds in a variety of funds across the state. So for
example, if we have nmoney commtted for the new sol ar
procurements, that would be nmoney that they would not
seek to borrow. Obviously they don't want to inpinge
on contractual obligations that the state has made.
CHAI RMAN SCOTT: Thank you, M. Scott.
Ms. Wochos?
PRESENTATI ON
BY
MS. SARAH WOCHOS
Thank you. Sarah Wochos with the
Environmental Law & Policy Center. My name is not at
all phonetic so |I've been instructed that it rhymes

wi th hocus pocus.
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Anyway, nmoving on. So this is just
what |'m going to cover today, sSo we can nove on to
t he next slide. So in order for EPA to come up with
baseline and final targets for each state based on
basi ¢ assunptions that they then applied across the
boar d. | think the term used was "peanut buttered."”
They likely did this for consistency reasons but in
II'linois' case this methodol ogy underrepresented the
potential for renewabl e energy. First, to create our
adjusted state baseline they included all megawatt
hours from existing renewabl e resources within the
state regardl ess of REC ownership. They did not
include assets out-of-state that we contract for as a
result of our RPS.

This baseline is inportant because it
is a set a numbers that the EPA uses to then
determ ne our interimfinal goals, and, therefore,
how much they think Illinois can rely on renewabl e
energy to neet out goals.

To create our interim and final
targets, they use the average of all the RPS policies

in our region to create a regional renewable target.
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They then cal cul ated the annual growth necessary to
meet that regional target and applied it to every
state's renewabl e energy baseline.

I n our region, which includes nost of
the m dwest, the regional goal is for renewable
energy to be 15 percent of our generation by 2030,
which will require 6 percent annual growth per year
bet ween 2017 and 2029. \When that growth rate is
applied to Illinois' baseline, we end up with a
target of 17 mllion megawatt hours of renewabl e
energy, which is equivalent to 9 percent of our
gener ati on.

So, what does all that wonky
gobbl edygook mean? It means the EPA targets are off
by al most half. Our renewable energy standard
requires us to meet 25 percent of our consunption
with renewabl e energy by 2025, but if we use our RPS
effectively, we will consume 32.5 mllion megawatt
hours of renewable energy by 2025 and beyond; which
since we generate nmore than we consume, anounts
approximately 17 percent of our current generation.

So EPA's assunptions on our potenti al
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for renewabl e generation are very | ow. If we use our
RPS effectively we can count on renewable energy to
get us even closer to our goal than they assumed. At
the |l ast policy neeting, we heard from wi tnesses the
potential problenms of counting on Building Blocks 1
and 2 for significant carbon reduction, but

t hankfully the underrepresentation of Illinois’
potential on renewable energy will make up much of

t hat deficiency.

The EPA has asked for nmore guidance in
their renewabl e energy sections of the rule than in
ot her sections they've |left some open questions. | " d
like to go over those now, but | note that at the
outset that even these open questions don't di mnish
t he potential of the RPS to help us meet our goal.
Renewabl e energy is treated differently because we
will be able to count, at |east for the draft rule,
actions taken before the release of the draft rule
and any actions taken between now and the start of
t he conpliance peri od.

As you can see, Illinois has had

strong renewabl e energy devel opnents since 2007 that
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was at least initially caused by our RPS. For the
first four years we only bought in-state RECs, which
drove devel opment. Today we buy RECs from a broader
geography, and, therefore, don't necessarily have
ownership of all the RECs generated by those in-state
proj ects.

So the first open question is how to
claimthe carbon credits from renewabl e energy,
whet her through the location of the generation or the
ownership of the REC. This is significant because it
addresses the problem of double counting. If the
final rule will only Il et us not count in-state
generation regardl ess of where the REC goes, then we
will get the benefit of sonme generation that is
currently under contract or built in the future by
ot her st ates. In the same vein we would not be able
to count out-of-state assets currently under contract
as a result for RPS. This situation increases the
probability for double counting of states that choose
di fferent conmpliance pat hways, rate-based versus
mass- based. Therefore, we believe that conmpliance

shoul d probably be measured with RECs rather than the
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power. To hedge our bet, Illinois should focus on
using our RPS to contract for cost-effective assets
in lllinois. This avoids any possibility for double
counting and guarantees that our purchases will be
compliant with both the RPS and Cl ean Power Pl an.

So the second open question is how
carbon reduction for renewabl e energy should be
counted. There are actually three open questions
here.

First, whether to add the renewabl e
energy megawatt hour to the denom nator or to
subtract the carbon savings fromthe numerator.

Second, if the carbon savings are
subtracted from the numerator, what is the val ue of
t he carbon reduced renewabl e megawatt hour? Should
we subtract the carbon equivalent of the fossil
em ssion rate, the average generation em ssion rate
or the marginal em ssion rate?

Third, should it be the carbon
em ssion rate fromthe state where the generation is
| ocated or a regional rate. And what is the region?

Above, you see different options of how a region can
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be defi ned. EPA | eaves this open as well.

Al'l these options change the way
renewabl e energy is valued in a conpliance
cal cul ati on. In ELPC' s opinion, and the goal of the
carbon pollution standards are to reduce carbon.
Therefore, it is probably more appropriate that the
cal cul ati on should subtract reduced carbon fromthe
numer at or to encourage devel opment in carbon-intense
ar eas.

If Illinois focuses the RPS on
devel opi ng cost-effective renewabl e energy in
Il linois, we are poised to win either way. Because
we have sonme of the highest em ssion rates in all of
t hese situations.

A third open question is timng.
Renewabl e energy actions that were taken before the
rule was rel eased and between now and the start of
compliance will count, provided the carbon benefits
attributed to those actions happened during the
compliance time period. This means that the age of
t he renewabl e energy project doesn't matter, but the

vintage of the REC. This is good news for Illinois
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because it means we can plan to use our RPS as an
effective glide path to conpliance.

In the chart above we see that the
amount of renewabl e energy currently being generated
nationally will not be enough to cover even year one
of national carbon conpliance |let alone year 2030.

So if we wait to invest in renewable energy there
could be scarcity issue, which could negatively

af fect conpliance. Even if somehow ot her states
don't choose to use RECs for conpliance, their RPS
policies and voluntary markets will still force the
retirement of nost of the RECs from existing
projects. To secure our own future, we should hedge
by investing in incremental annual purchases,
starting now.

On the issue of banking RECs generated
prior to 2020, the ELPC is unopposed. Banki ng woul d
essentially allow RECs produced between 2014 and 2019
to then be retired after 2020.

Carbon em ssion and energy generation
happen in real time. The only RECs that should count

are RECs created in the conpliance year. Proj ect age
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shouldn't matter but REC vintage shoul d. If the EPA
had i ntended for banking to be allowed, they would
have adjusted their goals accordingly.

So, what can we reasonably expect from
a fully functional RPS and how does it affect our
goal ? Using a measured approach to RPS compliance
that allows incremental growth in wi nd and sol ar, we
willfully realize our goals of purchasing at | east
32.5 mllion megawatt hours of renewable energy in
2025 and beyond. Advances in technology and
continued price reduction, especially in solar, wil
hel p us get there nmore cost effectively. But an
effective RPS is the critical conponent in achieving
t his goal .

|f we focus on our RPS -- focus our
RPS on buil ding our purchasing renewabl e energy in
Il1inois, we reasonably expect to achieve a
significant portion of our carbon reduction goal. I n
the chart above, |'ve nodel ed the inpact of
subtracting different carbon-saving scenarios from
our base fossil rate. The rates |'ve nmodeled are the

II'linois fossil rate, the Illinois adjusted rate, a
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mar gi nal fuel rate and the average adjusted rate for
the region as defined by the Cl ean Power Pl an. I n

t he worst case scenario, renewables get us 62 percent
t owards our goal, and in the best case renewabl es get
us 88 percent towards our goal. If we include the
em ssion reductions from energy efficiency we can
easily and cost-effectively achieve our goal.

So how do we make our RPS an effective
policy to meet our goal? Well this is the current
situation, as you can see, it is very conplicated.
For devel opers in renewable energy, conmplexity equals
risk and risk usually increases costs. In order to
effectively use the years, which we now in the start
of conmpliance as well as those after conpliance, we
have to get the RPS back to a situation where there
is predictability and certainty. Predictability and
certainty allow for cost-effective incremental growth
in long-term pl anni ng.

The only way to achieve predictability
and certainty is tois to revanp the RPS into a
policy that groups all customers together and treats

them equally in terms of conpliance. The easiest way
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to do this is to make conmpliance a component of

di stribution, not supply. Di stribution conpanies do
not vastly change their custonmer load |ike suppliers
do and this provides stability. The IPA will be able
to predict with confidence the customer | oad covered
by the RPS well into the future, and could therefore
reasonably plan for incremental growth to get us to
cost-effective compliance. | believe Eric and
Madel ei ne will probably delve a little deeper into
what this means for their industries.

So in conclusion, we believe that the
potential for renewable energy in Illinois far
exceeds the estimted carbon benefits prescribed to
it by the EPA in Building Block 3. Furt hernore, we
al ready have the skeleton of the policy needed to
realize those savings. However, the RPS nust be
modi fied in order to achieve those carbon reduction
benefits. We believe that predictable increnental
growth in Illinois, renewabl e generation coupled with
energy efficiency, is the nost cost-effective way for
us to achieve both our RPS policy goals and our

carbon reduction goal s.
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CHAI RMAN SCOTT: Thank you, Ms. Wbchos.
Questions?
COWMM SSI ONER COL GAN: Yes, you get the same
gquestion | asked M. Star.
MS. SARAH WOCHOS: Yes?
COMM SSI ONER COLGAN: So the framework of the

| egi sl ation that was out there before, is

t hat - -

MS. SARAH WOCHOS: lt's still -- in the slide
have about complexity, it still provides a |ot of
complexity and there is still some risk associ at ed,
so it's not ideal. It would have gotten us towards a

path where there was a little more predictability or
alittle less risk but it's still risky. So it was
not ideal.

CHAl RMAN SCOTT: So what would the kind of
changes that would need to be made? What would those
be, what would that | ook |ike?

MS. SARAH WOCHOS: Well, one of the reasons why
our entire energy efficiency policy is so effective
is that there's a predictable anount of money and a

predictable customer | oad every single year, year in
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and year out. And so that would be the optional way
for us to treat our RPS.
CHAI RMAN SCOTT: Okay. Thank you, very nuch.

Ms. Klein?

PRESENTATI ON

BY

MS. MADELEI NE KLEI N

Okay. Thank you

So |'m just going to briefly kind of
wal k t hrough solar and the role that it could play as
a part of Illinois" plan. ' m going to start with a
brief bio of SoCore only because it illustrates both
of some of the opportunities and chall enges t hat
solar has in serving as a part of this plan.

So we were founded by two Chicagoans
in 2008. We were acquired by Edison International,
which is one of the country's | argest energy hol ding
compani es, in 2013. Edi son I nternational is one of
many | arge energy hol ding conmpanies that has either
recently invested or is out shopping for distributed
sol ar companies |ike ours. W operate specifically

in the commercial/industrial space. There's other
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conmpani es that are out shopping for residenti al
installers as well. W're up to 65 full-time

enpl oyees in our downtown Chicago office but we've
literally got hundreds of workers on rooftops right
now, across the country installing our solar
installations. We're in construction right now for
32 megawatts of solar rooftop sites for clients

i ncluding: Walgreens, FedEx, |KEA, Kohl's, Cinemark
and ot her household names. We're building in
California, Texas, Connecticut, Massachusetts, New
Yor k, Del aware, Maryland and Utah right now, today.
But the nmost inmportant nunber on this slide is
actually "zero." We have zero projects currently
under construction in our home State of Illinois.

So, why is that? For a |ot of the
reasons that Sarah and Anthony have just gone over.
I[llinois currently ranks 27th in our particul ar space
in the solar market in commercial/industrial sector.
It's behind every other state with a solar or a DG
carveout in their RPS laws. There're two exceptions
to that, one is the State of New Hampshire, which has

a tenth of the populations of the State of Illinois,
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So it's just nmuch smaller. The other exception is
South Carolina and they just passed their solar
carveout this summer -- actually |ast session, so
very recently. Those are the only two exceptions.
Every other state with a solar carveout is well on
the way to significant solar as a portion of their
raw ener gy demand.

COMM SSI ONER COL GAN: How many states that have
t hat ?

MS. MADELEI NE KLEIN:  Around -- in the |ow
20's, | think. There are solar carveouts or other
ki nds of solar goals, not every state does it the
same way.

You know, the reason for that is
really the complexity that Sarah has just outlined.
Our RPS is really not functioning as it should right
now. So, all in all to say there's a | ot of
potential there, both in the law and in the market.
So solar -- Oh, sorry, can you flip back to the
previous slide -- Solar in general has growth
projections at about 10 percent of annual growth rate

t hrough 2030. That's Bl oonberg New Energy Finance's
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sort of base case for the projections for solar

mar ket growth over the next 15 years or so. Now,

sol ar has been well overshooting anybody's
projections for the | ast eight to ten years or so.

So |'m guessing that this is actually -- we'll | ook
back to find that these were pretty conservative
numbers. The market dynam cs are in place for strong
growt h, so the question beconmes, what will it take
for Illinois to really share in this growth and make
it feasible for solar to play a large role in our

carbon reduction plan?

So to answer that question -- you
know, the next question is, well, what makes a viable
solar market? And just |ike any other energy

resource, the levelized costs of solar installation
have to be less than the |levelized returns over time.
This is pretty simple, but you know, what's different
here, for solar versus other types of assets is that
costs are conmpressed over tinme through econom es of
scale, barrier reduction, market conpetition, and
primarily declining equi pment prices.

The costs of solar installed capacity
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have been declining very dramatically, especially
since 2008/ 2009. The expectations are that that
very, very steep decline that you can see in that
chart may start to |level out a bit, but the general
trend is going to keep going down there. So over
time, costs are conpressed, returns go up as the

val ue of that solar energy increases which means that
ultimately the state incentive that was necessary to
cl ose that gap dim nishes and ultimtely gets on the

path to zero.

In a state like Illinois where the
energy value -- energy prices are relatively | ow,
it'll take a little bit |longer than some other states

for that state incentive piece of it to dimnish to
zero, but ultimately that's the directional trends
t hat we're heading in.

Go to the next slide. My animation is
not happeni ng.

So what are the smart ways to cl ose
t hat gap? What are the smart ways to design state
incentive programthat really does the job of

allowing the state incentive that is necessary to
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close the gap, to decline over time? Before we would
tal k about it, the first thing we need to do is fix
the RPS in the way that Sarah and Ant hony sort of
descri bed and hinted at. That's Nunber 1. Once
we' ve done that, we'll highly re-structure it to
really work out well

There's two basic nodels that are at
work in markets across the country that we can
consi der adopting here. One of themis a conpetitive
mar ket - based type of program that values the extracts
of solar installation. Lots of good model s out there
for programs that work very well; they're all a
little different, I won't go into the details. The
advant age of a conpetitive market-based program of
course, is that projects receive just enough but not
too much of that incentive funding to get them over
the econom c threshold and all ow projects to go
forward. So this is arguably the most cost-effective
type of programto set up

The ot her program design-type that is
very comon is what we call a declining megawatt

bl ock type of program And that just sinmply says
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we're going to offer an incentive at "X" price for a
certain amount of capacity. Once we fill that
capacity block, the incentive declines to the next

| ower | evel. We fill the next capacity block, the
incentive declines and so on and so on.

So California's solar initiative is
t he | ongest running solar incentive that exists in
the country today. It's the biggest, they've
devel oped about 1.8 gigawatts of power under this one
particul ar incentive program Of course, California
has ot her ways of incentivizing sol ar. But you can
see on the chart on the right side of the slide,
costs have been declining very steeply in the context
of this incentive program over time.

So the advantages to this type of
program are transparency, predictability, even the
adm ni stration. So you could say, Well, does that
make up for the fact that maybe the prices aren't
precisely efficient for every single project. You
know, there are debates about that, but arguably,

t hey do.

Utimtely: vyou fix the RPS; you
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solve the problems that were outlined by Anthony and

Sarah; you set up an incentive program people will

come. There will be a solar market that gets
devel oped in Illinois. You know, we get a | ot of
guestions about, Well, is it sunny enough? 1Is

it -- you know, blah, blah, blah? Yes.

You solve the policy problems, the
sol ar market will devel op. The essential program
features for getting this done, you need |long-term
contracts with financeable terms. \When | say
"long-term™ |I'm not talking about 20 years; five
years is just fine. So hopefully that avoids some of
the historical i1ssues that we've had with |ong-term
contracts in Illinois.

You need a sustainable multi-year
program So the $30 mlIlion that the |egislature
freed up in this past session is great, we're excited
about participating, but it doesn't really get us the
consi stency that we need. You need to all ow
conpanies to really invest in people in Illinois.

Set up shop, hire workers, do that kind of work so

t hat we can create jobs here.
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It needs to be transparent,
predi ctable and | arge enough to matter. To really
attract the kind of investment that we need, it needs
to, you know -- it can't be a couple mllion here and
there, it has to be |large enough to get people here
to really set up and invest.

So, finally, you know,
benefits -- clearly carbon and other pollution
reduction is very, very significant. Again, the
cost-effectiveness of those pollution reductions gets
better over time as prices come down. We've got |lots
of grid benefits: di stributed solar in particular,
in terms better resiliency of the grid; avoiding |line
| osses; being able to defer some T&D upgrades that
woul d ot herwi se woul d have to happen

And then, finally, jobs and econom c
investment is very significant. These are jobs that
can't be outsourced; installation jobs happen in
st ate. Just a couple highlights to share fromthe
Sol ar Job Census that was put out by the Sol ar
Foundati on. By the end of 2013, there were many nore

peopl e employed in the US solar industry than in the
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coal and gas industries combined. W're up to

140, 000 peopl e enpl oyed. Year - over-year job growth
is up in the 20 percent range, so that's quite a | ot
hi gher than the national average. At the same rate,
fossil fuels jobs declined significantly. So these
are just some of the ancillary benefits that we can
achi eve by making solar a very significant part of

t he carbon reduction plan going forward.

COVMM SSI ONER COL GAN: | hear the theme and |'ve
heard for a couple of years running now, as to we
need changes of the Renewable Portfolio Standard.

"' mjust wondering, is there existing
authority that could be used to deal with some of
this? And is there some authority that you m ght
think that this Conm ssion would have in terms of
hel pi ng advance your goals that is not being taken
care of.

MS. MADELEI NE KLEI N: It's a good question and
| m ght defer to Anthony on thoughts on this. But in
my mnd, the primary sort of sticking point is the
fundi ng mechani sm You know, how do you free up the

funds that are necessary to incent solar devel opment.
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If we could do that in some other way outside of the
RPS, then potentially that would be a good sol ution.

The RPS is preferred -- fixing the RPS
is our preferred approach because it does have the
prom se of a long-term consistent policy and funding
source that can be put to work growi ng an industry
over many, many years.

COVMM SSI ONER COLGAN: And the declining block
system that you tal ked about, you set a goal for how
much you want to get done at a certain incentive
rate.

MS. MADELEI NE KLEI N: That's right.

COVMM SSI ONER COLGAN: And once you've met that
there's the next block that you go to with | ess
incentive until you eventually get it down to zero.

MS. MADELEI NE KLEI N: Yes.

COVMM SSI ONER COLGAN: And you say California is
a maki ng that system work?

MS. MADELEI NE KLEI N: Yeah, they're making that
system work and in fact, there are three big I10OUs in
Cal i forni a: PG&E, Sout hern Cal Ed, and then San Di ego

Gas&El ectri c. PG&E has run of out of incentives;
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t hey've gotten down to zero; they've used all their
capacity. They're still solar devel opments going on
in PGE territory, it just doesn't need to be an
incentive market anynmore. The other two utilities
are on the very last step of the program

COMM SSI ONER COL GAN: Is the sun better in
California than it is in Illinois? |Is that part of
the reason?

MS. MADELEI NE KLEI N: You know, yes, the sun is
better in California than it is in Illinois, but I
woul d say that's not part of the reason. | mean,
certainly marginal generation efficiency is a part of
t he equati on. You know, there are other parts of the
equation; the cost of energy is a very significant
policy structure. So the three things together are
three factors that interplay with one another to
determne the viability of any given market. So New
Jersey's the second biggest solar market in the US
after California, and New Jersey's sun is not as good
as ours.

COMM SSI ONER COL GAN: | guess |I'm kind of

struck by the nunber of jobs that you tal ked about.
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And a couple parts to the questions there,

what -- are the skills that people need to work in
the solar industry a different set of skills that you
woul d need to work in, |ike the gas and coal

i ndustry? And, to what extent has anybody

measured -- | know that in the President's Recovery
Pl an, he had a | ot of green energy pieces in there.
And the whole idea was that people would be enpl oyed
on a tenmporary basis, to do these jobs and that they
| eave that period of time when that -- those
resources were avail able and then be able to transfer
that into unsubsidized j obs.

Are some of these people -- was that
affected in your opinion, or do you have an opinion
on that?

MS. MADELEI NE KLEI N: Well, et me start out by
saying that the types of jobs that are active in the
solar industry are electricians. Of course, we've
got | aborers who haul panels and haul racking systens
up to the roof; we've got folks who are connecti ng
conduit; we've got crane operators who are hoisting

t hi ngs. You know, it's m x of a number of different
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ki nds of construction and electrical trades.
So the way that ultimtely the

President's goal was supposed to work out, | think
has been successful in a number of ways, you get
these folks trained up to do solar installations.
Yes, it's -- a solar installation has, depending on
the size of it, maybe you' ve got a bill period of a
month or two months or three nonths, and then those
people nove on to the next job, right? There is a
certain amount of ongoing operating and mai ntenance
wor k that needs to be done on solar installation, but
primarily you hope that those people get enployed in
the next job, in the next job, and in the next job.
And | think that there's really good argunment that
that will happen given the -- on average 10 percent
compound annual growth rate that we're seeing in this
mar ket today.

COMM SSI ONER COL GAN: Okay. Thank you.

COVMM SSI ONER del VALLE: | have a question on
the jobs issue.

How much -- | know you're dealing with

commerci al here, but what's happening with
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residential? | mean, how nuch of the activity is in
t hat col umm and how does that translate into future
j ob growth, also?

MS. MADELEI NE KLEI N: Yeah, the residenti al
mar ket is even hotter than the commercial/industri al
mar ket right now. We're not in that sector, so, I'm
not an expert on the data there. But | will say that
the growth trends in residential have outperformed
commerci al and industrial for a couple -- for at
| east the | ast year or so.

COWMM SSI ONER del VALLE: And the incentives for
residential, how do they conmpare in California and
Arizona and other states?

MS. MADELEI NE KLEI N: So there are incentives

for resident -- there are incentives for residential
just like there are in the conmercial/industrial
mar ket. Typically residential systenms, just because

they're so much smaller, are nmore expensive on a
per-watt basis than the |arger C&l type of systens.
However, the energy offset rate of a residenti al
customer is typically higher than the energy offset

rate of a commercial/industrial customer. So t hat
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tends to balance that out a little bit.
| ncentive progranms for residential

sectors specifically, more often than the
commerci a/industrial sector, have been designed as an
up-front incentive, so you get a certain portion of
the system price bought down by the state incentive
rat her than having it paid out over time in the sort
of mpdel that we've been discussing here. It can
wor k either way and there are different advantages
and di sadvantages to either program nmodel . But it's
safe to say, again, if we fix RPS -- take the time to
design a smart procurement, a smart program here
whi ch Ant hony has been doing, for this initial
procurenent, we'll absolutely be able to get the
residential market up and running as well.

CHAI RMAN SCOTT: Thank you very nuch,
Ms. Kl ein.

MS. MADELEI NE KLEI N: Thank you.

CHAI RMAN SCOTT: And M. Thumma, can we hear a

little bit about wi nd?
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PRESENTATI ON

BY

MR. ERI C THUMVA

Good afternoon and thank you for the
invitation to join you today. My name is Eric Thumma
and | am with | berdrola Renewables. W are a
devel oper/ owner-operator of -- primarily of w nd, we
do have sone sol ar assets in the western part of the
country. This is just my overview of nmny
presentation. Some of this will be redundant with
t he other speakers so I'll try to make points that
were maybe different or conplinmentary to what they
were saying. The main point that |I'm going to
attenpt to make today, though, is to show you that
the policy we already have in place in terms of the
wi nd requirements within the RPS, can get you a
substantial way to the 111(d) goal, if implemented
properly.

So we've tal ked about some of this but
"Il just make a few points. 111(d) is going to
require real reductions and | contrast this to ny

time at the Pennsylvania DEP when we woul d inmpl ement
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some progranms, for example, ground |evel ozone where
EPA would give us credit just based on doing
somet hi ng. So gas caps -- central gas caps cone to
m nd, vehicle em ssions inspection comes to m nd;
this is not going to be that type of program EPA is
going to measure actual carbon em ssions. And so in
terms of using RPS as a building block to getting
there, we have to make sure that RPS is actually
| eading to real investnments in the ground that are
of fsetting em ssions of carbon di oxide, and that this
isn't just an accounting mechanism That has been
one of the problems with RPSs across the country, is
that they tend to become accounting mechanisnms in
some instances for unbundled RECs from existing
facilities or facilities that didn't really need a
financial incentive and that those facilities already
exi sted and didn't change em ssions baselines of
t hose states. So that's where we are and | think
that's inmportant to remenber as we construct the RPS
goi ng forward.

I n anticipating your question about

| oad shifting -- so | think load shifting is really
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the main challenge with the RPS. And it's unique
to Illinois because of the way the Illinois RPS is
created. So to anticipate your question, | would say
t hat our industry, and certainly our conpany,
preferred the solution inside the 103, which was to
make the RPS conmpliance a function of distribution
charge. We felt that was the sinplest mechanisnm it
had the potential to be the nmost transparent and it
also is conmpetitively neutral. So conmpetitive
suppliers can still go out and conpete with each
ot her for brown power and conplete on generation; we
weren't affecting that market. And then further,
they could still offer green products that were over
and above the RPS. So we thought that was a solution
that really addressed all the potential chall enges.
That said, if that's not workable I
think some of the other ideas that were put forward,
are things that we would be interested in talking
about . | think the key is, as all the folks here
have denonstrated, is that we have a stable, known
stream of revenue that the | PA can use to make what

t hey believe to wi sest investments, the nost

109



10

11

12

13

14

15

16

17

18

19

20

21

22

conpetitive investments.

| think the |ast point that hasn't
been touched upon in ternms of RPS reformis
ACP. You have this unique ACP mechanismin Illinois.
| think EPA has been fairly clear that ACPs are not
going to count as reductions. So obviously, you can
take the ACP and you can invest it in a way that
makes reductions in certain projects that will be
maki ng reductions, but | think it may be prudent to
| ook at, is that adding a |ayer of conplexity that's
unnecessary and can we change the RPS to make it nore
efficient. So | would sort of offer those two
poi nts: Di stribution charge as the function of RPS
and | ooking at the ACP as a way to dramatically
i mprove the efficiency of the RPS as we consider it
in the context of 111(d).

So I'"'mjust mxing in some AWEA slides
that will give you a natural picture. | won't dwell
on them This is just sort of show ng carbon
reductions fromw nd energy, just to sort of
emphasi ze that wind is working, reducing carbon

di oxi de right now, and it's a policy that | think EPA
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has rightly inserted as one of the main building
bl ocks.

Try to look at Illinois, specifically,
and these are ny projections, so | will happy to
provide all the data behind this if somebody is
interested in |looking at it. W actually filed these
numbers with the 1CC in the |ast year's |PA
proceeding in rehearing that we did. So | think
these may be a little conservative than some of the
ot her nunmbers that you've seen; largely because I'm
only | ooking at about 12 years, compliant through
15-16 through the end of the RPS, which is conmpliant
here, 25 and 26. And showi ng the incremental anount
of new wind that we'll need, and then totaling that
to get the reductions that we find on the next page,
which is really the key point that | want to make
today. And, |I'ma social scientist so my arithmetic
is wong; that should be 42 1/2 percent, not 48
percent, so | apol ogize for that. But the point
bei ng that you already have a programin place in the
RPS. If we make it function effectively and cost

effectively they can get a | ot of the reductions that
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EPA is asking for under the Cl ean Power Program

So | think that should be heartening;
| wasn't here for the first session, but | understand
there were -- sone people presented that there may
have been challenges with some of the first two
bui |l di ng bl ocks; but here | think we already have a
robust policy in place to make Buil ding Block 3 work
very well for Illinois.

So again, just to give you sone of the
natural picture, and to sonme extent this applies nore
regul ated markets, but AWEA | ooked at the tradeoff
bet ween wi nd and gas and the savings that you from
wi nd based on the price of natural gas. So
obvi ously, as you would expect, as the natural gas
becomes nmore expensive wind becomes a nmore effective
driver and nore cost-effective and nmore savi ngs by
including wind in the Clean Power Pl an.

My | ast slide is just nmy policy
recommendati ons. We tal ked about sonme of these, |
t hi nk; that we should be using distribution charge as
the main compliance function for RPS. | woul d | ook

to convert the ACP to a real procurement obligation,
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and then, | think in line with what the other folks
have tal ked about, from a procurement standpoint we
would i ke to see a portfolio approach. We would
like to see a shifting away from conplete reliance on
one-year RECs to a conbination of bundled |long-term
contracts for energy and RECs, followed by possibly
ot her shorter-term REC-only contracts.

| would just note in closing that how
to build new generation and incentivize of our new
generation is a challenge on all the restructured
mar kets and not just for renewables. W' ve seen that
for conventional generation in Maryland and New
Jersey cases. So all the restructured markets have
wrestled with it and they've done it in different
ways. But we have never said we should be 100
percent |long-term bundled contracts. We've al ways
t hought that this portfolio approach is what makes
t he most sense. And the chall enge has been we've
ki nd of gained 100 percent too much short-term and
we're just saying let's mx this up.

So | think that if we can fix the RPS

in a sustainable funding stream this can be a really
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i mportant and cost-effective building block for
Illinois' compliance efforts towards 111(d). So
t hanks very much for the time and |I'm happy to answer
guesti ons.

CHAI RMAN SCOTT: Thank you.

Comm ssi oner Col gan?

COMM SSI ONER COLGAN: You tal ked about Senate
Bill 103 and you think the solution to this is to put
this into the distribution charge. And, |ike nost
things in this business, rate making is a conplicated
process, and | have a real concern about moving
more -- everybody wants to move nore cost -- nmore of
the cost recovery to the distribution charge.

There are some people -- there are
some ratepayers in that distribution charge who
aren't getting the benefits that they're actually
payi ng for. And, so, have you given any thought of
comng in in terms of proposing some sort of changes
in the rate structure and the different classes of
customers and how you would recover those costs
t hrough the distribution charge?

MR. ERI C THUMMA: Well, we're certainly open to
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i deas and we're open to ideas that are separate than
using the distribution charge. We've tal ked about
t hat .

COMM SSI ONER COL GAN: Well, we're open to
i deas, too and to be able to actually do those sorts
of things there has to be record of evidence about
how t hat can be done.

MR. ERI C THUMVA: | think what we |iked about
the distribution charge, frankly, and maybe we have a
different view on this and | need to understand your
view better, is we actually thought that it was maybe
the most transparent way to show folks what this is
costing because it's a line itemon the bill. This
is how nmuch renewabl es are costing whereas now it's
sort of buried in either a generation charge for the

conmpetitive supplier or it's part of the | PA.

COMM SSI ONER COL GAN: ' m not saying that the
di stribution charge is not a good idea, | am not
sayi ng that. But | am saying that it's not a sinmple

i dea.
MR. ERI C THUMMA: Okay.

COVM SSI ONER COL GAN: It's a very conplicated
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idea to say that, Well, let's just put it in the
di stribution charge.

Wel |, does that mean everybody, all
the custonmers? It's like -- well, let's raise taxes
Sso we can pay for the societal costs that are huge
and apparently are over-the-top. But, who pays the
tax? Who's going to pay those taxes? And it's about
the distribution charge -- I'"m just sharing nmy
t hi nking on this -- about how do you better structure
different rate classes and rate structures so that,
you know, people who aren't benefitting so much from
t he program or can't afford any more fixed costs, How
do they benefit fromit? So that's --

MR. ERI C THUMMA: We' [l certainly take it under
advi senment . | appreciate that point.

CHAI RMAN SCOTT: Let me just ask you one
guestion and I'll let you go. One of the existing
wind -- all of this kind of contenplates building on
the existing wind that we already have, and when |
say "we," nationally, not just here in Illinois.

MR. ERI C THUMMA: Ri ght .

CHAI RMAN SCOTT: | s there an issue with the age
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and technol ogy involved with some of the existing
wind farms and is there additional cost

there -- we're always tal king about it in ternms of
buil di ng new, but there is an asset that's already
out there. Is there an issue with that in ternms of
ongoi ng O&M?

MR. ERI C THUMMA: Yes. So there is ongoing
operation and mai ntenance that tends to be a nmuch
smal | er portion of our cost than capital cost, which
is why when you talk to wi nd devel opers you probably
hear us al ways tal king about | ong-term contracts,
| ong-term contracts because that's -- the primary
challenge is financing that capital cost and
getting -- sort of addressing the risk with that.

But there is ongoing operation and
mai nt enance and we're | earning nore about that,
ri ght, because frankly, most wind farms in the
country are younger. They're not the old |latticework
wind farms you saw in Altamont that were the origina
wi nd farms back | ong before | was in this business.
But the farms are meant to operate for

20 to 25 years. We obviously prefer to try to
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anortize those over that twenty-year period, and
that's the expectation of the industry. And,
generally, the expectation of the warranties that
conpani es engage in with the manufacturers.

CHAI RMAN SCOTT: Since we're | ook at somet hing
that's going out an additional 20 -- 25 plus years,
woul d the expectations be that the existing farms get
new facilities on then? |Is that --

MR. ERI C THUMMA: Yeah, | think that in most
cases --

CHAI RMAN SCOTT: " m worried about stranded
cost here --

MR. ERI C THUMMA: Ri ght . Sure. And | think
you're raising an inmportant question and maybe we
haven't thought a | ot about -- while we sort of
scranble to get the initial investments in, and so we
shoul d think about that.

| would say that mopst wi nd farnms of
which |I'm aware have options on their |eases. So |
think there's an expectation that those wi nd farnms
woul d be re-upped; re-powered if you will, after the

20-year period. You know, what | say today, that the
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expectation would be we'd be closer to whatever the
mar ket price of energy would be 20 years from now. I
probably won't be here to have to face the
consequences of that, but I think that would be the
expectation. That we're sort of -- we're taking
t hese positions and we're expecting themto be
re- powered and to be assets that would | ast | onger
t han 20 years and that in that in the future they
will be closer to market if not beating the market.
But we can't predict that far, of course; right?
CHAI RMAN SCOTT: We'll have to be back in 2034.
MR. ERI C THUMMA: Sure, "Il be here.
CHAI RMAN SCOTT: Thank you very much and thank
you to all of our panelists.

We'll take 15 and if the |ast panel
coul d, near the end of that break period, nove up and
t ake seats, that will help us save a little tinme,

t hanks.
(After a short break, the
policy session resumed as
follows:)

CHAI RMAN SCOTT: All right. Thanks very much

119



10

11

12

13

14

15

16

17

18

19

20

21

22

for getting back, and we're sort of on time. This is
good.

Our | ast panel, as | nmentioned
earlier, we're going to do a little bit differently.
We' ve got seven different entities that are going to
start with a brief statement, no more than 5 m nutes,
and just kind of talking about energy efficiency.

And then we've got a series of questions that we're
going to get into as kind of a discussion -- group
di scussion then.

We' [l introduce everybody at the
begi nni ng and then just go ahead and go in the order
that we've listed here. Annette Beitel is the
| ndependent Facilitator of the Illinois Energy
Efficiency Stakehol der Advisory Group; John Cuttica
is the Director of Energy Resources Center at Ul C;
Val Jensen, the Senior Vice President, Customer
Operations from ComeEd; Keith Martin, Director of
Energy Efficiency and Craig Nelson, Vice President of
Regul atory Affairs and Financial Services, from
Ameren; Mel Nickerson, Deputy Director, Office of

Energy & Recycling, Departnment of Comerce and
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Econom ¢ Opportunity; James Potach, Senior Vice
President, Energy and Sustainability Services from
Schnei der Electric; and Becky Stanfield, Deputy
Director for Policy, M dwest Program of NRDC. That
was in al phabetical order so there's obviously no
agenda there.

Let's start with Annette, and if you
woul d, just |ead us on.

PRESENTATI ON

BY

MS. ANNETTE BEI TEL

Sur e. Thank you.

So Comm ssioners, thank you very much

for inviting me to speak on this very inportant

panel . | "' m going to say a few words about the state
of efficiency in Illinois. Specifically, 1 think
t hat energy efficiency in Illinois compared to other

jurisdictions is going extremely well.

l'd like to just mention a couple of
areas where | think that Illinois really is a | eader.
Number one, | think as everybody knows, Illinois is

in the top ten states in the ACEEE benchmar ki ng
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study, the only M dwestern state. Second, Illinois
is really new on the block; it's one of the newer
jurisdictions in the mdwest to have an EEPS
portfolio. And, despite that, Illinois has rocketed
to the top very quickly in only five or six years.

Number 3, in benchmarking the Illinois
programs and the portfolio adm nistration agai nst
ot her leading jurisdictions, Illinois is being
extremely cost efficient. So the adm n cost for
Ameren and ComEd, for example, are under 5 percent.
Five percent is really considered to be the gold
standard in |l ow adm nistrati on costs.

Number 2, Illinois is really running
very market-driven prograns. So instead of having
utility representatives go out and market programs
and drive up costs, the Illinois portfolios and
program adm ni strators have done an excellent job
training the trade allies, training the vendors to go
out and be the sales force for energy efficiency,
really leading to market transformation.

Third, Illinois has a separation

bet ween adm ni stration and i nmplementation. In a
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number of jurisdictions, utilities try to do both and
only bid out a piece of inmplementation, and then
their inmplementation portfolio that they adm nister
is never subject to the market. And so, the Illinois
portfolio adm nistrators decided we really want these
most cost-conpetitive portfolios and they bid on a
regul ar basi s. Providers that are doing a really
good j ob have stayed with the progranms for a | ong
time. Providers that are not doing so well w nd up
turning over; but all of the providers are subject to
the market conpetition and so their costs are very
| ow.

| recently was talking to one of the
staff at the utilities and said, Wiy is it that you
are doing such a great job in being so cost efficient
compared to a | ot of other utilities? And | |oved
the response, and | think really indicates why
collectively Illinois is doing such a great job. The
response was that his | eadership, and specifically,
in this case it was Val Jensen, does not see the
rat epayer as utility ratepayer. He said, We are told

all the time that we are the stewards; it is not our
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money and we need to do the best for the ratepayers
and the State of Illinois. And I thought that was
very telling; | thought it really represented the
right attitude towards efficiency and that really
hel ps explain why Illinois is doing so well.

Some ot her indicia of how well
Illinois is doing is that the electric utilities year
after year have exceeded goal for under budget. And
finally, even though there are five different
portfolio adm nistrators in Illinois, there's a very,
very high degree of coordination. There's
coordi nation north/south, there's coordi nation
gas/electric, there's coordi nation between the states
and the state programs and the utility prograns,
really in an al most unprecedented way, conpared to
what |'ve seen in other parts of the country. That's
something to be very proud of.

When | was putting this presentation
together | was trying to reflect on my experience
here versus other places and trying to understand why
is it Illinois is doing so well. And in my mnd it

really boils down to | eadership. And |I'm going to
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name several names because | think that it's
i mportant to really recognize the many strong
i ndividuals in this state who've really contributed
to the excellence, So: Chairman Scott; Val Jensen;
Keith Martin; the stakeholders Rob Kelter, Karen
Lusson and her technical advisor, Phil Mosenthal;
Becky Stanfield and her technical advisor, Chris
Neme; and | CC staff has also done a great job of
really understanding the issues, working extremely
hard, and really trying to defend the interest of the
rat epayers.

So | just think there is a very broad
and deep set of l|leaders in this state, worKking
t oget her to acconplish these goals. | think that the
some of the key attributes of the |leadership I'm
seeing in Illinois, again in contrast to other
jurisdictions is that a |ot of the discussions are
really fact-based, they're not rhetoric. Peopl e
don't sit in their institutional positions, dig in
their heels, and refuse to listen to other sides,
which is very inpressive.

The other thing that |1've found is
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that the utilities, even when they're not being
served to Iroquois and its CEO have been extrenmely
willing to share information that stakehol ders have
asked for, to help the stakeholders really, again,
analyze in a fact-based way; that it's not under any

ki nd of conpelling order, it's just that they're

willing to share because they want everybody to be
i nformed.

The di scussions that |1've seen have
been very respectful. People are willing to change

positions in discussion and then there is, again,
many beyond the | eaders that | mentioned. Many smart
t hought ful people from around the country:
Massachusetts, Col orado, Vernmont, who regularly
participate in discussions in Illinois and really
have el evated the quality of work and the results
here.

There are couple areas where | think
there is we can do better as a state. One is | think
we need to do a better job serving |ow and
moder ate-i ncome customers, meaning those who are not

just poverty and eligible for WAP prograns; but those
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that are 80 percent and below the A-Atlantic area
medi an income. And there's been analysis done in
I11inois |ooking at the census tracts that are using
the incentive programs and they're very highly
correlated with incone.

So we really have seen that the census
tracts that have | ower income, but not even super-|ow
income, really are not using to the extent that
ot hers are, the standard incentive prograns. So |
worry about, essentially a progressive tax. And
there are other progranms | think we can | ook at to
try and, you know, help do better in that area in
Il'linois -- and not the DCEO but everybody, you know,
the utilities as well.

So anot her area of inmprovement is if
we' re seeking greater goals and really seeking to
meet the 111(d) requirements with a big chunk of
efficiency, | think we need to | ook at aligning the
financial incentives of the program adm nisters with
hi gher efficiency. | think at some point it's not
going to be realistic to expect greater performance

when the entities are |l osing money and there's also
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precedent of nonprofit adm nistrators having some
performance incentives and | do think if the goals
are going to be increasingly high, that needs to be
an area that's addressed.

CHAI RMAN SCOTT: Thank you, to wrap up --

MS. ANNETTE BEI TEL: Oh, I'"msorry.

CHAlI RMAN SCOTT: There's a couple things we're
going to get into -- are the things we are going to
get into during the sessions.

MS. ANNETTE BEI TEL: Okay. Sur e.

My final thought is, again, | think

Illinois is doing a great job. You should all try to

do better job of championing the results that
Il'linois has and working together to get greater
results.
So thank you, very much.
CHAI RMAN SCOTT: Thank you. | appreciate it.
M. Cuttica.
PRESENTATI ON
BY
MR. JOHN CUTTI CA

Yes, first I'd like to thank the
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Chai rman and the Comm ssioners and the comm ssion
staff for inviting me to participate on the panel.
subm tted some written comments for you to review and
would i ke to just quickly summarize some of the
hi ghli ghts there.

"' m not here to comment on the
appropri ateness of the proposed rule nor provide ny
opi nion on the merits or the non-merits of it, but
what | want to concentrate ny remarks on combi ned
heat and power and waste heat to power. And | will
say that should the rule become | aw and State of
II'linois be required to develop a conmpliance
i mpl ementation plan, it is my opinion that CHP and
waste heat to power should be seriously considered as
a very viable and strong conmpliance opti on.

Al t hough EPA did not explicitly
consi der CHP and waste heat to power when devel opi ng
the four building blocks and determ ning the state
and em ssion targets, EPA has already recognized the
value of CHP and 1'd like to read an excerpt fromthe
proposed rul e: "In all types of market structures,

| arge energy users m ght independently see additional
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energy efficiency opportunities or opportunities for
sel f-generation using options such as combi ned heat
and power..." and the excerpt goes on to say, "and in
states can structure their plans to allow the CO2
reductions achieved at affected EGUs through such
actions to assist in reaching compliance."”

|'d also Iike to point out that CHP
and waste heat to power can be utilized not only as a
buil di ng bl ock for technol ogy, which we wil
di scussing in this panel, but can also be utilized to
reduce em ssion at the affected facilities
t hemsel ves, which would be Building Block 1, or by
substituting generation at EGUs with expanded use of
renewabl e CHP or waste heat to power by other
unaffected sources in the region, which, of course
was the Building Block 3 that we just heard.

Just so that we're all on the same
| evel playing field, let me very briefly define what
we're tal king about here. So CHP is an efficient and
cl ean approach to generating electric power and
useful thermal energy on-site at the point of use

froma single fuel source. And waste heat to power,
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which is a form of combi ned heat and power, captures
waste heat that would typically be vented from an

i ndustrial facility and uses the heat to generate
electricity with no additional fuel, no additional
combustion and no incremental em ssions.

So my handout provides four distinct
reasons why CHP and waste heat to power should
qualify as a best system of em ssion reduction or a
BSER under the 111(d) proposed rule. And |let me just
qui ckly state themwith a sentence or two on each
one. You got more information on the handout in
front of you.

CHP and waste heat to power reduces
CO2 em ssions and CHP can produce roughly about
one-half the carbon em ssions produce when generating
the electricity and the heat separately as is done
conventionally, so electricity fromthe grid and
thermal energy from an on-site boiler. And t he
graphic shows that for a 5 megawatt gas turbine
systemthe CO2 em ssions from CHP is roughly about
23,000 tons versus the 45,000 tons fromthe

conventional .
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Number two, CHP and waste heat to
power are cost-effective. You can take a | ook at
t hat graphic, and in some detail |ater you can | ook
at it in nmore detail, but it conpares a 10 nmegawatt
gas turbine CHP system wi th an equival ent capacity
for a voltaic system a 10 megawatt wi nd system and
ten megawatt portion of a natural gas combined cycl ed
plant. The rest of the assunptions you can see on
the bottom of the graphic.

The bottom line of the graphic is that
the CHP system conmpares very favorably with the
competitors, and I'll also point out that today CHP
systems do account for about 8 percent of the
generated capacity in the US.

Number 3, CHP and waste heat to power
enhance electrical liability. They do this by
alleviating the stress and burden placed on
overcrowded transm ssion and distribution |lines. And
| did point out an excerpt fromthe proposed rule
t hat acknowl edges this fact. W also know that CHP
systems, when properly configured, have proven

t hemsel ves during such tragedies as the Super Storm
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Sandy, Hurricane Katrina, and the |arge blackout in
t he Northeast about ten years ago when the CHP
systems on many of these installations were able to
keep the lights on during these prolonged grid

out ages.

Finally, CHP and waste heat to power
are proven technol ogi es. And | guess this is the
mai n poi nt. Illinois is in a unique position in ny
mnd -- is in a unique position to capitalize on CHP
and waste heat to power while devel oping their
compliance plan. And why? Because there is
approximately 1.2 gigawatts of CHP installed in
I11inois today and operating. There exists a |arge
technical market potential for CHP in Illinois;

Il 1inois already recognizes CHP and waste heat to
power thanks to the I CC and the |ast plan

subm ssions, so it's already recognized these two
technologies in its state Energy Efficiency Portfolio
Standard Program And Illinois also recognizes CHP
and the role it can play in its state energy

i nsurance pl an.

So I'lI'l conclude my remarks by
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t hanki ng the Comm ssion for recognizing CHP and waste
heat to power in this important workshop and panel
di scussion. There will be many choi ces and
opportunities as you nove closer to devel oping the
compliance strategy. And again, | will state that |
believe that CHP and waste heat to power can and
should play a significant role in the process.

So, thank you

CHAI RMAN SCOTT: Thank you, M. Cuttica.

M. Jensen?

PRESENTATI ON

BY

MR. VAL JENSEN

Thank you M. Chairman and
Comm ssi oners. | appreciate the opportunity to
participate in the first of what |'m guessing is
going to be a long series of steps toward a final and
effective solution for Illinois and |I want you know
that we're commtted to working with the Conm ssion
and other parties to make sure we get to that right
sol ution.

| had a rather |long set of prepared
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remarks and |I'm going to kind cut to the chase with
some of it and try to give you a flavor of some of
the challenge that we think we're going to face in
trying to fit energy efficiency into an effective
climate protection strategy. | would |like to say,
echoi ng sonething that Annette brought up early on, |
t hink we have an extreme advantage, if | can
characterize it as such, in Illinois. In the process
t hat we put together we've had great cooperation from
staff, from the Comm ssion, and from other parties,
whi ch has made this a nmuch nore functional energy
efficiency planning and inmplementation process than |
think you're going to find pretty nmuch anywhere in
the country. | "ve worked prior to this job as a
consultant in this field and | didn't think it could
be done but | think it's fair to say, parties here
woul d agree, that we built something pretty speci al
and | think it's a great foundation for moving ahead.
So a couple of things about energy
efficiency and at | east the framework that we
understand from EPA to date. They envision or have

made an assumption that energy efficiency could
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supply about

1.5 percent of a reduction in energy use

or electricity use per year, adding up to something

i ke 12 percent cunul atively by 2029. I n

[11inois,

at | east speaking for ConmEd, we are currently at

about 1.5 percent annual incremental reduction in

electricity deliveries.

So just conparing where we are today

wi th what m ght be recovered -- m ght be expected

under EPA's strategy, you'd think we've kind of

gotten it manned.

bet ween t oday and 2029 and a | ot

can change. So

there are a couple of things I1'd like to bring to

your attention.

One of which is that in 2020 federal

statute brings into effect a new |ighting standard,

The problemis there's a long time

which will raise significantly the required
efficiency for residential |ighting. Now, because of
the way we measure energy efficiency savings in this
busi ness, the enactment of additional efficiency
standards essentially takes away savings that utility
programs woul d ot herwi se be able to acquire. So in

2020 we wil

go from roughly 1400 gi gawatt

hours a
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year in savings to 1200 just by virtue of the federal
st andards goi ng up.

Now, we think that can be repl aced.
We think there's certainly additional potential out
t here; but | ooking at the cost curve for acquiring
energy efficiency from where we sit today, we're
starting to |l ook at that kind of traditional hockey
stick where incremental energy efficiency savings
|l ook to us today to be much more expensive than what
we've had in the past. | ncrementally it costs us
about 20 cents on the first year basis to save a
kil owatt hour. That marginal cost is going to
doubl e, we think by the time we get near the end of
this decade and we're trying to replace those cheap
i ghting savings.

So one of the challenges is even
t hough we think there's a | ot of potential left to
recover, we think the cost, at |east |ooking at it
today, is going to be substantially higher than it is
ri ght now.

Looki ng at a recent potential study

t hat was done for us under the state | aw that we
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operate under, we're operating at about -- we expect
to operate at about 70 percent of what the consultant
identified as maxi mum achi evabl e potential over the
next five years. W think we can reach what is

maxi mum achi evabl e potential, but the cost that

they've identified would be roughly twi ce what we're

spendi ng now. So we're spending roughly $200 mlIlion
dol |l ars today. Next year, we will be investing $250
mllion dollars of customer nmoney, and to get to that

next | evel of efficiency potential we're estimating
it could cost as much as $500 mllion a year.

As you know, there are two pieces to
Il 1inois' energy efficiency framework. There is the
original piece enacted in 2007 and then there's the
pi ece adm nistered by the I PA that was enacted in
2011. Under the original piece we are capped at 2
percent of revenue. Basically custonmer bills are not
to rise nore than 2 percent to fund energy
efficiency. Under the | PA process there is no such
cap on customer billing inpact. So to reach this
maxi mum achi evabl e potential, we would have to shift

a lot of funding into this |IPA process. And we would
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go from what we estimate right now to be roughly at 2
percent bill inpact to closely a 6 percent bil
i mpact for certain custonmers.

Now t he way the Comm ssion actually
bal ances between this original process of and the | PA
process makes a big difference in terns of who bears
t hose costs. But, right now, under the |IPA process,
t hose dollars can only fund energy efficiency for
residential and small business custoners.

So, given our current structure in
Il1linois, a |arger burden relatively could be falling
on residential/small business customers as we try and
meet that potential.

So that said, let me raise a couple of
i ssues that we think will be important for parties to
address over the next couple of years as we wrote
this out. First, while there's been a |lot of talk
about a rate-based method for complying with 111(d),
we think we think energy efficiency can do equally
wel | under mass-based or rate-based. In fact, there
may be sonme reason to believe under a mass-based

st andard we could be nore creative with how we
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devel op energy efficiency.

Second, a really, really inmportant
pi ece of how energy efficiency works under any kind
of climate regime is the evaluation framework. And |
think we're lucky in Illinois that we have probably
one of the strongest evaluation systens going across
the country. That system was not built w thout a | ot
of pain on all sides, and by me calling it good means
| really don't like it. It puts a | ot of pressure on
the utilities and we've |l ost a | ot of savings that we
t hought we actually acquired by virtue of the
eval uati on process.

That said, | think it's fair, it
counts as well as we can count. But, | think if you
| ook at the evaluation debate around the country
you're going to see people start to be asking some
guesti ons about whether the way we have done energy
efficiency evaluations historically is the right way
to do it in the future.

| don't know the answer to that but |
think this process gives us an opportunity to ask

t hose questions in a context of our Illinois process
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and just make sure we're all still aligned on what
the right way to count energy savings would be.

The final thing | guess I'd like to
raise -- and |'ve already hinted at it, is this
di chotomy of bifurcated energy efficiency process in
Il1lTinois. There were |ots of good reasons for why it
was done this way, but the end result is a process
that | don't think any of us are all that thrilled
wi t h. It forces us to deal with two sets of
statutory term nol ogy two sets of standards; two sets
of cost recovery mechanisns to some extent; two
di fferent approval processes, and it makes it
difficult for us to effectively sync up an energy
efficiency portfolio. | know |I've also causes issues
with DCEO because it's unclear if they ware all owed
to participate, not allowed to participate, in this
new | PA process.

These are both statutory processes and
' m not sure the extent to which we can do much about
that. We'll make the best of whatever the situation
is, but to the extent that we can have a di scussion

about how we m ght be able to harnonize those two
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processes,
to achi eve all

111(d) .

t hi nk t hat
unwor kabl e and
t hough,

woul d make it

think we'll be in a nuch better position

that we can with energy efficiency

Thank you

CHAI RMAN SCOTT: Thank you, M. Jensen

M. Martin? M. Nel son?

MR. CRAI G NELSON: ['"ll make our comments and

|'d appreciate if you direct touch questions to

CHAI RMAN SCOTT: Fair enough.

PRESENTATI ON
BY
MR. CRAI G NELSON

Let me start -- thank you for this

opportunity to express our opinion. Let me start

with Ameren's overall view on the Clean Power Pl an.

be very brief on that. But Ameren supports
environmental ly sustai nabl e operati ons. However, we
current draft of the plan is

not | egal. Despite that comment,
address modi fications that we think

- constructive comments to make it
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wor kabl e, both to the nmodifications to the rule and
changes in Illinois |law that we think we need.

So modifications to the rule, the 2020
target's very tough. And we think there should be
some flexibility around the status to what day to
achi eve that.

In addition, the 2030 Rule is a tough
one and some orderly retirement of coal plants could
significantly reduce costs. So our sister utilities
analyzed the 2020 date and the 2030 date and Anmeren
M ssouri has a plan to achieve the | evel of savings
in the Clean Power Plan by 2035 at a cost of $4
billion less. So some flexibility can significantly
reduce the cost.

Movi ng now to energy efficiency. We
think that the draft rule should be modified to
preserve the State of Illinois' control over energy
efficiency. We think that's very inportant and of
course we'd like credit for EE expenditures since
2012 and those modifications.

So, focusing on energy efficiency, |et

me go through two scenarios very briefly. The first
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scenario is let's suppose that EPA cannot go beyond
the fence -- and what | mean by that is they cannot
i mpose Block 4 on the states or delivery service
conmpanies like Ameren Il linois. Under this scenario
we think it would make sense to have a | egislative
framewor k that would allow Ameren Illinois to spend
more on energy efficiency and sell credits to the
generators so they can comply with the Iaw. And, of
course, we'd use that nmoney then to offset costs that
woul d be recoverable from our customers. So that's a
way to -- if they can't go beyond the fence, to
partici pate and be constructive under that scenario.
We think we need the | aw change because Illinois |aw
doesn't contenpl ate us spending nmore and selling
credits to generators. So that's one | aw change.
Under scenario 2, where the courts

deci de that EPA can go beyond the fence, we think

that there are changes in | aw needed in Illinois to
mesh this up, to sync it up -- however you want to
say it. So in the original EE Law, there are state

statutory caps, there's a 3-year planning period that

may not coincide with the planning period the EPA has
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in mnd, and then there are inportant portfolio
obj ectives. And we've nmentioned already the Illinois
obj ective under state | aw of making sure that
| ow-i ncome and mediumincome customers get their fair
share of the direct benefits of EE, and we want to
make sure that happens under this EPA rule as well.
So there could be a -- there should be a
clarification of that.

And, under the |IPA EE Law, the second
| aw, Val tal ked about -- the |aw does not allow the
additional funding for |arger customers -- in our
case over 150 KW that's a fix that needs to be made.
In my opinion, it's not clear under Illinois |aw that
| PA EE Law can be scratched to acconmplish everything
t hat the EPA rule wants. | " m tal king about
perm ssi ble costs, perm ssible nmeasures, perm ssible
benefits. There needs to be some clarification in
Il1linois aw to acconplish that, | think

Then, the goals and
responsibilities -- as long as we're fixing the | aw,
t he goals and responsibilities between the Illinois

Power Agency and the utilities under the | PA EE Law
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woul d be hel pful, too.

So those are fixes and then consumer
and utility protections needed. I n our case, we
think that energy expenditures make up about 6
percent of the residential bill right now. And so
we' re tal king about spending more noney on energy
efficiency a very good purpose. So one | aw change
t hat we would suggest in Illinois is some rate i npact
protection for customers, some maxi mum anount of
spend or some maxi mum rate inmpact. Along with that,
a great inmpact mtigation is needed, so as increase
EE spending, rather than charge it all to custoners
in the year of the spend -- some of these measures
have long lives, 5, 10, 20 years possibly. And we
woul d suggest that anortizing those costs over the
life of the measure makes sense, and then, fromthe
utility perspective, the unanortized bal ance woul d go
in rate-based and we'd earn a return at our costs of
capital.

So those are two protections for
consumers, a cap on the rate inmpact and rate

m tigation, spreading the cost over time, and then a
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protection for the utility; there is revenue erosion
and sone | egislation -- some |egislative solution
i ke a decoupling rider we think would be in order.
So those are the protections that we
t hi nk woul d be hel pful for the consumer of the
utility and with that will conclude our comments.
CHAI RMAN SCOTT: Thank you, M. Nel son
M. Nickerson?
MR. MEL NI CKERSON: Oh, okay. | thought | was
going | ast so --
CHAlI RMAN SCOTT: It's al phabetically, straight
al phabeti cal .
MR. MEL NI CKERSON: All right. Well, again,
Chai rman Scott and Comm ssioners, thank you for the
opportunity to be here this afternoon. Just a brief
matter of housekeeping, there's a small typo | noted,
it has me Iisted as Mel Nickerson. My nanme is
Mel vill e Nickerson. It took me 38 years to grow into
my name so | wear it as a badge.

CHAI RMAN SCOTT: Melville.
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PRESENTATI ON

BY

MR. MEL NI CKERSON

Al'l right. Thank you. ©One final
matter of housekeeping, in my short tenure at
Department of Commerce and Econom c Opportunity as
Deputy Director of the State's Energy and Recycling
Office, |I've had the good fortune to | earn many

t hi ngs. My wi fe has been an absolutely fantastic

partner and mentor and teacher, if you wll. I
recount an occurrence, an event, last fall when | was
speaki ng at my church. | finished up and exited the

platform and we got into the car and | put ny key
into the ignition. Before | turned the ignition on
my wife said, Do you |like to hear the sound of your
own voice? And | thought to nyself, Well, yes, | do.
But | |l earned something very inmportant, brevity is
al ways a good thing.

So |'m going give you just a very
qui ck overview of the programs that we won, the
Department of Commerce of Econom c Opportunity. 111

make a couple of points and then I'l|l reserve sone
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ot her comments for the various questions that have
been put forward.

First and forenmost, the Departnment of
Comerce and Econom c¢ Opportunity is supportive of
t he Cl ean Power Pl an. No pun intended but we see it
as a great econom c opportunity. Certainly the
infrastructure that will be invested in Illinois as a
result of the plan is good for our state's econony,
not only in ternms of revenue streanms but also in
terms of job creation; it's a very vibrant
opportunity for our state.

That being said, we also are very
aware that climte change is not tree-hugger concept,
forgive the expression for those | may have offended.
Just this past Sunday, 166 nations across the world,
various protest marches took place around climate
change. We all felt the effects of climte change
just this past winter, as the Pacific -- waters in
the Pacific warmed and it shifted the flow of the
pol ar air mass down into | ovely Chicago. So we all
know this is a renewable fact and we have some great

opportunities here to grapple with these issues and
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move forward.

Turning attention now to the prograns
that we offer to the residents of the State of
Il1Tinois. We run energy efficient program under the
Energy Efficiency Portfolio Plan. We serve -- | will
say with a great deal of pride, two of the toughest
sectors of our state to serve, which are | ow-inconme
residential folks because there is a | ack of resource
there to take advantage of prograns and incentives
and we find it cost-effective or a prudent approach
to nove forward outside the cost cap because it is
very hard to serve the sector of our state.

I n addition, municipalities, |oca
governnments, as we all know are still reeling from
the downturn in the econonmy that took place back in
2007, 2008, 2009. So we find it important in some
i nstances to again, offer higher incentives to help
t hese desperate constituents be able to inmplement
cost -- or energy efficient measures.

| have a couple of nunmbers for you,
for folks that |ike numbers. Energy efficiency --

our energy efficiency progranms have yielded -- excuse
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me, over 529,000 megawatts of savings. Since we've
i mpl emented them back in 2008. That is the
equi val ent of over 139,000 metric tons of CO2 to be
di spl aced.

Those sound |ike big nunbers but the
sobering reality is that represents |less than 2
percent of the 2020 goal as was presented this past

August by the Illinois EPA, based on Jim Ross's

Power Poi nt presentation. It is clear that for energy

efficiency to play a significant role in conpliance
with the 111(d) rule, we will need to increase the
amount of energy efficiency that the state is
currently -- has in today's -- well, in today's
present tinme.

In addition, | also wanted to
hi ghl i ght another programthat is sort of
off-the-grid or off-the-books, at least in terns of
the Illinois Commerce Comm ssion. We also have a
fund called the Residential Energy Efficiency Trust
Fund. It is generated through a small charge on
delivery service of both electricity and gas. That

program anmounts to about $3 to $4 mllion annually.
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And it is very important because it allows us to
serve non-utility territories such as Springfield,
generating their own power through electricity, not
having a very robust opportunity to serve the
residents through both electric and gas -- well,

el ectric savings.

I n addition, we also collaborate with
sister offices within our department such as the
Energy Assurance Office, which runs the LI HEAP
program We also collaborate with the Urban
Weat heri zation program as well as entities outside of
our agency such as Illinois Housing Devel opment
Aut hority.

| want to make one plug for Building
Block 3. We also run a small but very effective
renewabl e energy program and not to poke ny
col l eague, Anthony Star, but | |like to say that is
the only program that guarantees solar on the
rooftops in the State of Illinois. It's a
grant - based program it, again, is generated from a
smal|l charge on delivery service to all residential

electric customers as well as commerci al and
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i ndustrial in the State of Illinois generates
annual ly approximately $5 to $7 mllion. And we're
able to do fantastic things since the inception of
the programin 1999 such as generating 158 nmegawatts
of renewabl e energy and that would displace
approximately 261, 000 metric tons of CO2.

The total the program has invested is
$56 mllion. There have been over 2,000 grants that
have been issued, and we've been able to | everage
with that money $375 mllion in pet projects, that's
a 6:1 investment ratio. We've been able to do
fantastic things |ike put solar on -- partner to put
solar on Illinois Tollway's rooftops, of their main
facility, as well as partnering with the Shedd
Aquarium on their anbitious plan to reduce their
energy consunmption by 15 percent by the year 2017.

Al'l that being said, that represents
| ess than 1 percent of the over 9 mllion megawatts
that will be needed by the -- according to the
II'linois EPA nodel that my coll eague, Ji m Ross,
presented back in August.

| simply amtrying to draw just
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attention to the fact that we will need to do nore,
and in the process of doing nore we will need to
grapple with other issues such as EWV, eval uation of
all our energy efficiency program Currently, we use
a net-to-gross approach, but certainly I think that
woul d be a hamstrung in Illinois. Shoul d we use that
same method to comply with the 111(d) rule since
there is a maxi mum anount of energy efficiency that
is being seen, we should use that nunmber to draw our
energy efficiency compliance.

I n addition, there is another issue
t hat we should take note of. Ri ght now, according to
the statute, according to the |aw, we | ook at energy
efficiency on an annual basis in terms of how both
our office, DCEO, as well as the utilities are
conplying with their electric and gas savi ngs goal s.
If we do that, we are going to be m ssing a great
opportunity to maxim ze the reality of these energy
efficiency savings.

"1l give you one example. W
partner -- we're very proud to partner with Kate

Brown of the University of Illinois. There's a
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specific focus on Public Housing Authority. In this
country we spend over $7 billion of taxpayer money on
Publ i ¢ Housing Authority energy bills -- utility

bills. W invested $4.1 mllion just this past year

that yielded 6.3 -- excuse me 60.3 mllion
kil owatts -- | apologize. W yielded -- yes, $6.3
mllion kilowatts of energy saved within a five-year

period, and that would grow exponentially to be 31
mllion kilowatt hours of energy savings. So |I'm

just trying to underscore and draw enphasis to the

fact that we will need to grapple with the issue of
how I ong we will count the savings; should it be for
the useful |ife of the savings or should it be some

agreed upon, negotiated intermedi ate sol uti on.
That being said, thank you, very much.

| hope | was brief.

CHAI RMAN SCOTT: Thank you. Well, I'Il have to
report back to your wife. | apol ogi zed if |
m spronounced your nane.

MR. JAMES POTACH: Thank you, Chairman Scott.
James Potach for Schneider Electric --

CHAI RMAN SCOTT: | think you need to use your
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m c, too.
MR. JAMES POTACH: Good? Okay.

PRESENTATI ON

BY

MR. JAMES POTACH

James Potach for Schneider Electric
representing a group of energy services conpani es
referred to as ESCOs in the market. So |I'm here to
represent us. We are the conpanies that provide the
technol ogy and services typically to deliver energy
efficiency in the market today. Our conpanies, as a
rule -- we've got decades of experience in providing
t hese projects -- billions of dollars invested around
t he research and devel opment of the technol ogy and
[iterally billions delivered in measured and verified
savings in the market.

We' ve got a couple hundred thousand
peopl e amongst our conpanies in the US alone 380
manuf acturing plants and we serve a very broad set of
mar kets, buildings |Iike the one we're in here;
universities; hospitals; data centers; office

bui | di ngs; manufacturing facilities; water treatment
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pl ants. The reason | share all that with you is at
the end of the day we believe we can bring practical
experience to energy efficiency measures as it
relates to 111(d). And we know there's a
cost-effective method to deliver the savings and the
correspondi ng CO2 savings as well by focusing on
third-party energy efficiency projects as part of
this rule, |everaging what we call the Energy Savings
Per formance Contract, it's a very established method
of contracting that's been around for an excess of 30
years in the market.

Three points 1'd |ike you to consi der
about that. One is that we can deliver these
project, all of our conpanies, we can deliver them at
scale. Currently it's about a $5 billion market

annually in the United States. So each year out of

that $5 billion we're literally delivering an
incremental $6 billion of energy savings across the
United States year over year, over year. So we have

the scale to deliver
Secondly, the results are absolutely

real. They are measured and they're verified. So we
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all use a standard devel opment that the Department of
Energy -- it's internationally accepted, it's applied
by certified professionals, and it verifies the
actual results and it's |largely accepted in the

mar ket .

The third point to consider is for
energy efficiency measures, one of the market
barriers is just capital, capital to do the
projects -- the hockey stick effect in sonme ways.
ESPC -- the beauty of ESPC is that it |everages the
savi ngs of energy efficiency and the correspondi ng
savings off of wutility bills to fund the project.
And the project is originally funded by a third-party
financi er, banks to household nanmes we all know of,
that finance this market. So there's plenty of
capital available in the market to fund energy
efficiency measures.

Three other points I'd |like you to
consider and then I'lIl close. Why take advantage of
third-party nmeasures? Number 1 is it's absolutely
proven. So in the market if you | ook at states that

have adopted this nodel around energy savings
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performance contract, there's a long history of
performance, and the beauty of the contracting
vehicle is companies |ike ourselves, we guarantee the
results over a 10 to 20 years period, typically. So
t hat means we can financially stand behind the
results or we can make up the difference if we don't
deliver. And none of us like to wite a | ot of
checks. So it's sustained results over the long
period and it's proven.

The second is the EPA guidelines, as |
understand them talk about a percent and a half of
opportunity per year of savings around the assunption
of that's based on the utility program And, while
t hose are good, the investment in ESPC performance
contracts is literally almst the same anount as the
utility programs. So if the states adopt these
third-party measures even though they double the
opportunity to deliver energy efficiency in the
st at e.

The last point I'Il make is that
conpanies |like ours are able to really deliver deep

energy savings, nmeaning we have -- when we deal with
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our clients they typically don't have the expertise
or -- beyond kind of a more basic energy efficiency
measures. And because we have a contractual

rel ati onship over 10 or 20 years we're able to pay
for these deeper kind of mechanical or
infrastructural inmprovements that provide a whole
ot her | ayer of energy savings and for over a very

| ong period of time.

A coupl e of you asked questi ons about
jobs. We know that through research and studies that
great deal of the work that we do in our |ocal area
is subcontracted with local |abor and we know by the
dol I ar how many jobs were created and it does create
a lot of jobs in the |ocal market where we worKk.

So as a group we've got the practical
experience. It's very pragmatic, it's proven in the
mar ket. We devel oped for the EPA and for states kind
of a ten step pragmatic guide to problematic energy
efficiency program for end users. And we believe
that the states should urge the EPA to have specific
gui del i nes addressing this option around energy

efficiency -- third-party energy efficiency for
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111(d).
CHAI RMAN SCOTT: Thank you very nmuch.

And Ms. Stanfield.

PRESENTATI ON

BY

MS. BECKY STANFI ELD

Thank you, M. Chairman and fell ow
panel i sts. My name is Becky Stanfield, |I'mthe
Deputy Director for Policy of the National Resources
Def ense Counsel's M dwest Office, and it's great to
be here today, talking about this subject and to be
here with the people who over the last 6 or 7 years
have actually built inmpressive regul atory
infrastructure, an inmpressive industry in Illinois to
provi de energy efficiencies savings.

|'m from southern Illinois so
generally talk a little slower than everybody el se.
| appreciate that everyone has focused their
attention for this long, and I'"m going to try to step
up the pace a little bit for this purpose.

Goi ng back to Annette's theme, energy

efficiency has a huge success story in Illinois.
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U.S. EPA's projection that we can hit 1.5 percent per
year by 2017 is extremely conservative; we are
basically already there. W are reducing demand by
1.4 percent every year through energy efficiency and
at the same time, we are doing it at well below the
avoi ded cost. So |'ve provided a cost curve of
ConEd' s progranms for everybody in this |ovely
t eal - col ored Power Poi nt presentation. So if you take
a |l ook at that, what it shows is that the EEPS and
the | PA prograns are al nost universally well under
t he avoided cost line -- the orange line, and they're
very few number of prograns that are above the |ine,
represent programs that are about 0.1 percent of
savings in the portfolio. So these are extremely
cost-effective progranms. And this is true, even
t hough that line is nmuch |Iower than it should be. So
in lllinois we are underval uing the benefit side of
t he equation substantially.

And NRDC comm ssioned a study with RAP
t hat | ooked at what the price suppression effects are
of the energy efficiency prograns we're running in

I11inois. So what are our programs doing to reduce
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t he regional price of power. That is not included in
our avoided cost methodology in Illinois, and if it
were, that orange |line would be higher and a | ot of
programs that have hadn't seemed as cost-effective,
of course would, and we'd be able to do a | ot nmore on
energy efficiency in Illinois than we're doing now.
The programs are serving all customer
cl asses and they're doing a better and better job at
doi ng so. So we're reaching the classic hard to
reach customers in multifamly affordable housing in
the | arge comercial buildings, and we are -- and
t hose progranms are becom ng a bigger and bigger focus
of the portfolio. As utility prograns are able to
enabl e non-utility programs such as Retrofit Chicago,
which is addressing | arge commerci al buil dings, or
el evates an energy saver's program which is
first-class nationally of how to reach multifamly
af f ordabl e housi ng.
Our current portfolio is going to
reduce carbon em ssions by 12 mllion tons by 2022.
So, we're delivering substantial carbon savings if we

continue to do the sanme | evel of savings we're doing
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now. If we ranp up to the cost-effective potential,

t hat number could be increased to 19 mllion tons per
year.

And, so -- and cost
effectively -- again, so | wanted to underscore that

if we do not do it with energy efficiency we wl

have to do it with something that is more expensive.
So fromthe perspective of ratepayers, this is the
part of your bill that pays you back, and Iimting it
to less than what's cost-effective is only increasing
the cost that ratepayers end up paying.

The other point I want to make is that
we're creating jobs with energy efficiency in
Il1linois. There are 96,000 existing clean energy
j obs, 62 percent of which are in energy efficiency.
And we estimate that if we were to do a RGGl -1ike
approach to conmplying with 111(d) and invest, as RGG
does, 65 percent of the proceeds in energy
efficiency, we could create another 14,000 direct
jobs in the energy efficiency industry, and as many
as 28,000 indirect energy efficiency jobs.

We do believe that we can do nmore than
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we' re doing now cost effectively. | don't deny that
there are challenges to getting there, but | think
it's doable and cheaper than getting the em ssion
reductions in any other way. ConmEd and DCEO both
have potential studies that found that there's

achi evabl e potential above 2 percent of sales per
year. So if we are able to save nore than 2 percent
of demand each per year -- and in fact, ComEd's
residential progranms are already achieving savings at
a greater level than their maxi mum achi evabl e
potential said. So those studies are notoriously
conservative in what they project the achievable
potential is.

Ot her states are already achieving
energy efficiency at nore than 2 percent sal es per
year including Massachusetts, Nevada, Vernmont and
Arizona. And while folks pointed to the fact that

their avoided costs are higher, they're achieving

t hose levels at still very low |levelized costs of
ener gy savings. I n Massachusetts it's 3.9 cents per
kil owatt hour, so that's still well below Illinois'

avoi ded costs.
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There're |l ots of technol ogi es and
measures that aren't represented in our current
portfolios or in potential studies, including CHP, as
John was pointing out. LEDs in the commerci al
lighting have a | ot of potential, heat punps and
buil ding controls and other technol ogies that are
actually enabled by this Smart Grid investment that
we're making in Illinois.

We al so get to count other energy
efficiency policies beyond utility inprovement
policies so -- building codes for exanmple can be
measured and included as part of the conpliance
strategy, which underscores the need for EM&V t hat
actually differentiates between what efficiency the
utilities are delivering and what's being delivered
by ot her policies.

There are policy barriers in existing
| aw t hat ot hers have already pointed out and have
constrained budgets especially for industrial and
| arge commercial projects. Joint delivery prograns
t hat depend substantially on gas savings are even

more constrained by | ow gas efficiency budgets. For
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some mar ket segments where assets to capital is

problem we need better

financing mechanisns to

a

conmbine with the utility incentive dollars to get

projects done.

And better

including the price effect

before, so the effect of ou

power prices,

accounting for

that | tal ked about

benefits

r progranms on regiona

the

and non-energy benefits particularly in

| ow-i ncome housing would allow many prograns to be

of fered t hat

portfolios.

t he purpose of

it's by far i

| evel i zed- cost

are currently excluded fromthe

So why to prioritize efficiencies for

t's

111(d) ?

the | east

basi s. So t

more you can manage your co

system Also it

bui | di ngs - -

al so neans

expensive resource on a

he nmore you capture,

sts in the electric

Slide 15 in my deck shows

th

e

that we're investing in

maki ng people's homes heal thier,

creating good jobs in our c

time.

t he potenti al

Agai n, EPA --

for

savi ngs.

ommunities at the sanme

sharply underesti mat ed

They estimated that

we
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could get to 11.6 percent reduction cunul atively.
And we know that we could do well over 18 percent
with the utility programs alone and can likely get to
a 20 percent reduction with other policies.

How to do it? | think, as soneone
el se said, we can do it through a portfolio-approach
or mass-approach, note that in both the RGG and
Nort heast carbon regulatory system and in California
what they've done is overlaid a mass-based approach
on top of strong state energy policies. So | think
that's basically what we need in Illinois. We can't
move from what we have now to an entirely mass-based
system but we can layer it on top of a strong set of
energy policies in our state to very good effect.

CHAI RMAN SCOTT: Thank you.

Let me now spend the |last 40 m nutes
t hat we've got tal king about a couple areas and may
conmbine thema little bit.

| think I want to start where Becky
ended up and maybe go to the utility folks first and
then to Annette and Mel, too -- or Melville -- I'm

sorry -- and ask about what we're | eaving on the
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t abl e. One of the big issues for us, always, and as
we evaluate the programs froma Comm ssion as they're
brought to us, we've asked a | ot of questions
recently about the progranms that are out there. \What
-- and Becky kind of hits that in ternms of overall
numbers first of all, ask if the others on the panel
agree in terms of -- kind of the scope of how nmuch
more i s out there in terms of energy efficiency.
Then we can talk a little bit about how we get there,
and maybe some things that are stopping us from
getting there.
So with that, | don't know, if you

wanted to start us off and then Keith --

MR. NELSON: | was going to say, Keith is
itching to say sonet hing.

MR. KEI TH MARTI N: No, no, no.

CHAI RMAN SCOTT: We got to ask the hard
guesti ons. So. ..

MR. CRAI G NELSON: | don't know that | would
agree word for word with Becky, | think we politely
di sagree on some of the finer points. | do think

there is additional potential out there; | think we
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recogni ze that. We have, as she has noted, exceeded
what the estimate for maxi num potential is already.
So that -- and it does call into question how valid
some of those studies could be. And | think that the
thing that | both worry about and gives me optim sm
is | think there's this whole new world of smart
energy out there that allows us to combi ne
investments for making in AM Smart Meters with
cutting edge technology in the home or business. And
| think there's going to be a |ot of potential out
there that we don't know how to characterize yet.

So | don't think we're bumping up
against the ceiling. MWhat | don't know,
M. Chairman, is what all of this is going to cost
us, and that really is something we -- | guess we're
| abel | ed as being ultraconservative on this; but we
do worry about the rate inpacts on custoners.
There's a |l ot of activity going on in the Illinois
mar ket that is adding to customers' bills and we just
have to be m ndful of that. As good as this may be
and as much as it may save certain people, other

people will not take advantage of these efficiency
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programs and yet they will pay for them

Somewhere along the line we're going
to have to figure out what that | ooks |ike and what
the right bal ance is. So to conclude, yes, | think
substantially nore potential, worried about the cost,
and think that we're going to find a |ot out in the
next five years that we never would have i magi ned

five years ago

MR. KEI TH MARTI N: Yeah, | certainly agree with
t hose coments. "1l add a couple points.
First of all, I think we need to be a

little careful using the current portfolio
performance as an indicator of the future. As Val
poi nts out, the prograns are going to | ook
significantly different. The potential studies that
were used in the EPA analysis, seven of those did not
go beyond 2020. Only three of them did, and then
they only went just a few years into this to
2020/ 2030 peri od.

You know, we've all talked about how
l'ighting has been an inportant part of the portfolio,

but | think we need to understand that basel oad or
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the baseline for

significant change. And, as an

if we put in a 60 -- or replace

i ncandescent with a CFL we save

that will be the baseline. The

lighting is changing,

and that is a

illustration of that,

60 watt equival ent
46 watts. By 2020
next | evel of

technology is the LED and we save 4 watts. So

lighting certainly is going to have a --

| ook very different

agree with Val that there are a
behavorial -type programs that wi
significant inpact. I

potential that we still need to
requires the legislative change.

The ot her thing,
mention that | think we need to
t hat
require long-lived measures.
focuses on short-lived measures:
programs, |lighting and so forth.

it's another way in which
transformthe portfolio to real

targets.

in the portfolio m x.

think there's a | ot

t hough, |

t hi nk

is going to
Now, |

| ot of

Il have a very

i ndustri al

take a | ook at, which

wanted to

be very aware of is

t he carbon reductions are cunmul ative and really

Today's portfolio

Behavi or al
So it's -- again,
we need to

y achieve those
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CHAI RMAN SCOTT: Appreciate those comments.

MS. STANFI ELD: May | respond to some of those
comment s?

CHAI RMAN SCOTT: Sur e.

MS. BECKY STANFI ELD: So the reason | brought
up Massachusetts before, is because they have now
gone to a portfolio that's really designed to get
deeper savings. And their portfolio has a |onger
measure life and still is comng in at 3.9 cents per
kil owatt hour. So it doesn't necessarily follow that
once you start to do the deeper portfolio measures
t hat your cost is going to go above Illinois'" avoided
cost. So that's still well within what we would
ot herwi se be spending on nmore expensive resources.

The other thing to Val's point on
maki ng sure --

COVMM SSI ONER COLGAN:  Well, before you go on,
what is it that Massachusetts is doing that we're not
doi ng?

MS. BECKY STANFI ELD: | think that they have a
policy. You can see one ny slides that as soon as

they set a policy that they were going to capture 2
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percent, that's when they got busy trying to figure
out how to do it cost effectively. So it is not so
much a technical or economc constraint, it's a
policy constraint. We're not figuring out how to do
it because our policy doesn't direct us to.

COMM SSI ONER COL GAN: But the exanmple was the
lighting exanpl e: How you can save so much going
fromincandescent to CFL and then not so much when
you go to the next steps. And |I'm just kind of
wondering what it is -- | don't mean to put you the
on the spot, | just thought that maybe there were
exanmpl es of what they're doing.

MS. BECKY STANFI ELD: One exampl e you can see

on slide 12 of my presentation, is |ooking at

commercial lighting. So the difference between what

you -- a typical measure today would be in a T8

fluorescent light fixture versus the LED design
Still an enornous amount of potenti al

in lighting, and a lot of it is in commerci al
lighting. And our potential studies are not taking
t hese kinds of measures into account at this point.

Al so, just to reply to what Val said
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about the costs, particularly for non participants.
We have done a prelimnary analysis of ComEd's
programs to | ook at whether the non-energy avoi ded
cost, so the costs that are being avoided and saved
even for nonparticipants, is comnm serate with what

peopl e are paying, and it is. So even if you take

out the non -- or the energy benefits that are in the
avoi ded cost -- the average avoi ded costs, you're
still getting cost-effectiveness for even

nonparticipants.

COVMM SSI ONER COLGAN: Can you just give a
coupl e of exanples of the non-energy avoi ded costs.

MS. BECKY STANFI ELD: Yes. So capital costs,
avoided T & D, the price suppression effect.

MR. JOHN CUTTI CA: Can | make a point?

CHAlI RMAN SCOTT: Sur e.

MR. JOHN CUTTICA: I n Massachusetts -- | have
to put in a plug for CHP since that's why | am here.
I n Massachusetts they do have a very aggressive
combi ned heat and power programthat's included in
both their energy efficiency standard as well as -- |

think that they have an advanced energy portfolio
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st andard. | "' m racking nmy brain and |I'm too ol d,
can't remenber the percentage; but it seenms to nme
that it was a pretty |large percentage of their energy

savings actually came from the CHP program over the

| ast several years. | wish | could remember the

exact percentage. | think it's somewhere above 25

percent, but don't hold me to that. | got to check.
MS. ANNETTE BEI TEL: "1l just say a few

remar ks on the cost issue as well as the potenti al
that we're | eaving on the table. So | don't think
it's necessarily true that greater efficiency
yields --
CHAI RMAN SCOTT: Could see if your mc is on?
MS. ANNETTE BEI TEL: So | am not sure that over
time that greater efficiency necessarily leads to
greater cost per unit energy. And | just want to
t hrow out an exanple of efficient refrigerators. So
over the past 40 years, the energy usage of
refrigerators has dropped by 75 percent, the cost has
dropped by two-thirds and refrigerators are bigger.
And, we al so have seen dramatically how the costs of

FCFLs and LEDs have dropped over time as they've
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really had greater penetration in the market.

So | just don't think that we really
know whet her cost is necessarily going to rise as
much as they're forecasting because we don't know
what's going to happen to price over time, and we
have | ots of exanmples of where prices really go down.

The second piece is on the potenti al
that we're |leaving on the table. W don't know -- we
don't have a crystal ball around emerging
technol ogi es and those are fairly critical with a | ot
of other efficiency opportunities. And t hey are not
counted potential studies.

Just by way of exanple, California

spends -- they have a much bigger budget, they spend
about a billion dollars per year on efficiency. They
spend $19.3 mllion on emerging technol ogi es and they

identify a |ot of future opportunities. At the other
end of the spectrum W sconsin, which has a much
smal | er budget, $85 mllion, they have a state policy
of trying to identify 20 to 25 new emergi ng

t echnol ogy products or services per year that can be

brought into the state; and they've been successful.
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And some of those new tech have really save a
significant percent of energy.

COVMM SSI ONER COLGAN: That part of the statute
is capped in that regard --

MS. ANNETTE BEI TEL: " m sorry?

COWMM SSI ONER COL GAN: Our statue is capped on
emergency technol ogies; is that correct?

MS. ANNETTE BEI TEL: That is correct.

COVMM SSI ONER COLGAN: Three percent?

MS. ANNETTE BEI TEL: Three percent. And |
think that's an issue to consider in the context of
getting greater savings.

CHAI RMAN SCOTT: Let me ask you too because
when | stopped you originally you were tal king about
| ow and noderate-income. And | want to ask about
t hat and then go to Nickerson because that's the
programs that the DCEO adm ni stered.

So you're saying that we need to do a
better job in ternms of providing benefits to | ow or
moder ate-i ncome customers here.

How woul d we do that? How does

t hat - -
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MS ANNETTE BEI TEL: Okay. So very quickly,
number 1, | think it needs to be our responsibility,
not just at DCEO but also the utilities, and | think
there is statutory authority for that.

Number 2, i think there is a
m sconception that to serve | ow/ mod-income customers
effectively, you need to pay 100 percent of the
measure cost or 100 percent of the incremental
measure cost. And there's some progranms in other
jurisdictions, |ike Wsconsin, where the incentives
for low-income customers are higher, you know, maybe
by 50 percent conmpared to the regular customers. But
they still get high uptake, even though there is a
customer co-pay, because they're using very creative
ways, or effective ways | should say, of getting the
programs into | ow mod-income customers by using
faith-based organi zations, community-based
organi zations and the studi es have shown that using
standard marketing techniques for | ow nod-income
customers are not effective.

So those are just two exanpl es.

CHAlI RMAN SCOTT: Okay, thanks.
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M. Nickerson, do you want to talk
about where you think there's some -- with the
programs that you operate, where there's some
additional PE that we can find.

MR. MEL NI CKERSON: Sure. Absolutely.

First, let me just briefly respond to
the idea that | now just put forward, regarding
| ow-i ncome prograns. | mean, | cannot necessarily

comment on expandi ng progranms, although we've had
some di scussi ons about that during the |IPA docket

| ast year. So those issues are somewhat well

known but -- so they're more broadly understood.
There is some question as to what role, if any, DCEO
shoul d play, according to statutory | anguage. So

| ' ve prohibited our engagenment as you woul d have

envi sioned us getting involved, in the |IPA annual
procurenment of energy efficiency.

We sonmewhat -- | hope we're not
tal ki ng past each other, but certainly based upon our
experience over the last 7 years, we understand this
is a hard sector of the utility market to serve, | ow

income folks. They spend the majority of their
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mont hly i ncome -- excuse me, they spend the highest
maj ority of their monthly income on their utility
bills, as conmpared to others in sim/|lar categories.
And so, what we find is when we have the opportunity
to enter into a residence, we want to maxim ze the
savi ngs, as opposed to trying to duplicate a m ni mal
amount of savings over a wi der footprint. lt's very
hard, as |I'm sure the utilities can verify, to gain
access to soneone's home | et alone their business,
even though al beit under great auspices.

What | do want to address very
qui ckly, though, is our public sector programin
terms of potential that's being left on the table.
We have been grappling with, for some time now, to
make end roads into the streetlights. W are
hamstrung or find it frustrating, that there are
franchi se agreements which allow municipalities to

essentially -- | hope |I'm not conveying information
incorrectly, so please feel free to correct me, but
essentially the electricity that's being provided to

streetlights is at no cost to nmunicipalities. So

there is little, if any incentive, for themto take
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advant age of our progranms to make their streetlights
more energy efficient. The ot her side of the coin,
is that in instances where they're not receiving, for
| ack of a better expression, free electricity for
their streetlights, they are taking a public

ri ght-of-way payment, which is generally being used
to shore up their general operating expenses. So
again, there's a disconnect there between the great
opportunity to take advantage of an energy efficiency
for a streetlight.

There's also emerging technol ogy for
streetlights, everything from-- well, obviously, LED
lights, which are more energy efficient, but as well
as the ability to be able to dimlights gradiently at
different times of the day, or even when the street
is not being used either by pedestrians or vehicles.

CHAI RMAN SCOTT: Let me ask one nore question
whil e we' ve got you

For the municipalities or |ocal
governnments that operate them water and wastewater
treatment plants are probably the single biggest user

of electricity that they've got. And very often, the
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deci sions on where to spend noney in municipalities
makes it very difficult to, you know, to do new
capital, to do that.
Do you guys have anything?

MR. MEL NI CKERSON: Yeah, thank you --

CHAI RMAN SCOTT: -- or have you thought about --

MR. MEL NI CKERSON: Fair enough, thanks you for
aski ng. Actually, | want to thank you, Chairman
Scott and the Comm ssioners, for approving our
wast ewat er treatment program We're really excited
about it, it's aptly named the Clean Water Energy
Efficiency Initiative. The governor has put forth an
initiative which conbines both a revolving | oan fund,
that's adm nistered the Illinois EPA, the Illinois
Environmental Protection Agency. And we are
augmenting that programultimtely to serve that
constituency. That sector accounts for 35 percent of
all of the energy that municipality consumes. So we
focused a particular programthat |ooks at the nost
energy-intensive portion of that operation, which is
t he aeration system In technical jargon -- it

drives out the sludge, shall we call it in polite
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company.

But we've have got a great program
there and we don't necessarily see the simlar type
of impediment in the waste treatment area as we do
for streetlights. They are a revenue generating
entity for municipalities; so therefore, they have
their own budgets. Our biggest constraint now is
one, getting the fiscal year cycles aligned; people
want to do these things but there's a timng issue
there. And then secondarily we just need to get the
word out, and so we are working on as well . But we
t hank you for the opportunity to move forward with
t hat program

CHAI RMAN SCOTT: Let me turn to M. Potach and

then "1l come back to you, M. Cuttica. It's very
intriguing what you're tal king about with outset
programs. I n nost states, because they're not
tal ki ng about doing things with respect to greenhouse
gases until now, haven't tried to figure out ways to
account for what's going on our there.

So could you maybe tell me a little

bit more, in the same vein, about where you think the
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privately run programs can go. And then, what's the
best way for us -- you're tal king about the DOE
pl atform but how best we would we incorporate
sonmething |ike that?

MR. JAMES POTACH: So one is that the Energy
Savi ngs Performance Contract end market, ESPC, is a
very established market that's been around for over
30 years. It varies on the |level of adoption, state
by state, and in my opinion is, it's more about time
and expertise and then policy to back that up. So in
states where you see strong sponsorship, Al abama's an
exampl e right now, very active in that space.
California has a history, Texas has a history,
Pennsyl vania has a history; you can go around the
country and those that have adopted and sponsored and
driven legislation drive results in their geography.

CHAI RMAN SCOTT: \What drove it -- it's probably
different in every state; but what drove it in those
states?

VMR. JAMES POTACH: "' ma business guy, not a
policy guy unfortunately, so | can't really tell you

but I think once somebody -- I'Ill answer it in kind
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of a backwards way. The opportunity is -- | mean,
it's hard to even cal cul ate what the opportunity is
because it's so unscratched at the surface, at the
federal level and at the at the state level. So I

t hi nk once sonmebody deci des they can get behind it
and then | everages outside expertise, candidly, to
help write or create a framework to make it practical
and make it happen, that's what we have seen has been
effective. So with some of these other member
conpanies, we've written this kind of sinple ten-step
framework for a state to deploy, but nore

i mportantly, to really urge the EPA to be specific
about guidelines because the feeling is if you don't
make the EPA be very specific about what qualifies
and what doesn't, it'll just kind of be forgotten at
the state level or |ost because people are unsure;

t hey don't know how to get it done. But if we
provide a framework then states can execute. You' |
see states extremely active, it's actually just
started to get active here, in the City of Chicago,
in the last 6 nonths or so.

So | think it's as much as anyt hing
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relying on -- there's a coalition or -- not a
coalition, there's a group of escrows that works at a
federal level and a state |evel that can help create
a framework. And ironically, water treatment

pl ants -- another opportunity that we need -- it's a
third of the consumption of a city. There are old
facilities that have mai ntenance that they keep up
with because they don't have the funding and they're
effectively turning that energy into an asset to redo
the infrastructure of the facility and dramatically
drop the energy consunption.

So if you talk about a small city or
muni ci pality you had one-third of their consumption
in one place, and that's -- that's a major inpact.

CHAI RMAN SCOTT: And for the kinds of prograns
you're tal king about, in addition to things |like
muni ci palities, are you mainly tal king about
i ndustrial uses?

MR. JAMES POTACH: The ESPC market is
candidly -- is primarily executed in what -- it's a
really crummy acronym it's called the MUSH Mar ket .

So it's -- think of federal, state and munici pal,

187



10

11

12

13

14

15

16

17

18

19

20

21

22

institutions, public universities, public hospitals,
it's implemented in that market because those
institutions, they don't have the time or the
expertise, and they can tolerate a |ong pay-back
cycle for very, very deep energy retrofits over 10 or
20 years. And the escrows stand behind them they
financially guarantee results.

| ndustrials just kind of do it on the

their own: They build plants, they make

manufacturing alliances, they say we'll do it on our
own or we'll fund it. They have a -- candidly, they
have a tighter -- they have a shorter -- they won't

invest for 10 or 20 years because you're conpeting
with marketing dollars to, you know, make cars or
sell more drugs or whatever it is. So it's different
in the private versus the corporate sector.

CHAI RMAN SCOTT: Let me direct that to you back
to you, Mr. Cuttica, too.

So one of the issues that we've heard

about frequently is the one that M. Potach just
brought up, which is people aren't doing these

programs because the return on the investnment is too
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| ong. It takes too long to do that and you're
conpeting with other things.

Is that an issue in CHP and ot her
states that have adopted their program nore robustly
t han we have today?

MR. JOHN CUTTI CA: Well, | guess again, it
depends on the sector you go after. Certainly the
i ndustrial sector has a requirement for shorter
payback periods, but, again, the CHP market does go
after the large commercial and institutional, which
can stand the | onger paybacks |ike the ones that he
was referring to, the hospitals and what have you.

But in the industrial sector, | think
we see the | argest percentage of CHP installed in the
country today is in the industrial sector, but it
tends to be in the very large industri al
home -- area. But the sinmple answer to your
guestions is, it is a barrier. You have to get that
payback period down to somet hing reasonabl e.

l'd like to make two ot her points.

CHAI RMAN SCOTT: Sur e.

MR. JOHN CUTTI CA: Everybody asks all the time,
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what is the econom c potential; what is economc.
| can tell you that after things |ike
Super Storm Sandy and what have you, that what a | ot
of industrials as well as institutional facilities
felt was not econom c before those storms, all of a
sudden after the stormit becomes econom c because of
the characteristics of the CHP system So agai n,
if -- it has the ability, if it's installed for this
purpose, can ride through some of these prol onged
out ages. So again, it really depends. So | hate to
answer your question with "it depends"” on the
i ndustrial facility: what they're |ooking for; what
their needs are; if they're going to |lose their
product if they have an outage, and all of a sudden
t hat six-month or one-year payback can be extended.
If you would bear with me, 1'd like to

build on something that Melville said before on the

wast ewat er treatment. What's really encouraging to
me in that whol e wastewater treatment -- and | want
to bring it back to the industrial, is that what's so

good about the program that he's put together is that

it goes after the process. It doesn't go into a
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facility -- a wastewater treatnment facility and says,
We're here to sell you energy efficiency; let me
change your |ight bulbs. It tal ks about their
process -- their aeration process or their
de-watering process, which is what they are really
interested in, and then it | ooks for what's the
energy efficiency gains associated with those
processes. l'd like to bring that over to the other
side, the industrial. That's what | think has been
| acking in the past, which really needs to be pushed
for the future potential of energy efficiency. And |
take my hat off to both utilities this year with
their Iarge CNI programthat starts to get to that.
But there are other reasons in my m nd
why it hasn't been able to be pushed as much in the
past. But, | think for the potential in the future,
the industrial is the place to go. And the way to
get to the industrials is not to -- we can sell them
I'ight bulbs, but what really we got to get after is
their processes and how to make their processes nore
efficient.

CHAlI RMAN SCOTT: | appreciate that.
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You got just about ten mnutes |eft.
| don't know if -- without getting into a whole other
area, but let me just go around the horn and
ask -- take a couple of mnutes and tell us a couple
of things that you think either we could do or what
woul d be some process changes in the way we operate
now in terns of the prograns. Some of you have hit
it on some of them as you went around; but a couple
of things that you think that we could do nore to
maxi m ze what we're getting out of the EE while
protecting the customer interest and everything that

we tal ked about.

So we'll start with you, M. Martin.
MR. KEI TH MARTI N: Yeah, | think Craig touched
on it. Certainly we need some | egislative changes, |
think we're all aware of that. | think also some

very clear rules on how we quantify savings, the
inputs to the cost-effectiveness test -- you know,
| ayi ng out a good plan is critical and then having
st abl e budgets for that plan is critical to really
put these programs in the market and make them

effective. So clear rules, clear legislative
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framework | think are very important and very
critical.
CHAlI RMAN SCOTT: M. Jensen?
MR. VAL JENSEN: A couple of things brought up

by both the fol ks at Ameren and Becky or Annette.

As we try and | ook under every rock to
find the next batch of efficiency, it would be
hel pful to us -- and I sit in meetings with our CFO
all the time, and you listen to how much nmoney we're
| osing as a result of this. The |latest estimte, $10
plus mllion dollars, as a result of the lost revenue
fromthe energy efficiencies. So at |east opening a
debat e about how we could incentivize that, and then
| think the suggestion of taking |longer |live measures
and anmortizing those would be one that we really
woul d Ii ke to explore.

The second piece, which you've alluded
to, Chairman, is how we blend these two processes
t oget her. | think we've started to try and figure it
out in the last planning cycle but I'm not sure we
can wait another three years before we sort of figure

out what we're doing here. And I think it can have
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some pretty big implications for residential and
small commercial customers if we can't figure out how
to bal ance these portfolios.
To Becky's earlier point about

Massachusetts still being bel ow avoided costs, that's
true, but it's very expensive in ternms of the actual
dol I ars being expended. When we nmoved our |ighting
portfolio under the I PA, we replaced it with a white
goods program that costs something |like a dollar of
first year kilowatt hours saved, relative to a
I ighting programthat was saving at 17 cents. So it
IS nore expensive even though it may still be
cost-effective. So finding a way to bal ance those
two efficiency funding mechanisns will be very
i mportant for us.

CHAI RMAN SCOTT: Appreciate it, thanks.

M. Potach?

VMR. JAMES POTACH: | would say, You have
| egi slations to supports performance contracts. I
woul d say, just set targets. It's pretty straight
forward. In the public sector in every state and

especially at the federal |evel as well there's just
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this aging infrastructure of buildings that -- |
mean, what federal, what state building have you been
in that's been built in the last five years? They're
ol der buildings, so they're ripe for enter -- they're
the best portfolio, it's right for energy efficiency.
|'d say that's 1. And then 2, as |

said earlier, | think you've got an opportunity with
this 111(d) rule to really urge the EPA to write some
speci fic guidelines, and we've presented that
actually at the national NASIO conference, the state
energy efficient conference and also presenting that
to the EPA. So | think you got a vehicle you can
| everage, but they just need to be specific.

CHAlI RMAN SCOTT: M. Cuttica?

MR. JOHN CUTTICA: Well, | have to end on
combi ned heat and power --

CHAlI RMAN SCOTT: l"mglad I'"msitting down.

MR. JOHN CUTTI CA: People think that those are
my initials.

But first of all, 1'd |like to see CHP

on a much faster track, especially with the

utilities. | think they're noving but 1'd like to
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see it a lot faster. And | take nmy hat off to DCEO
to get out front with the pilot program

And the second thing actually rel ated
to CHP is, I'd love to see waste heat to power as an
al | owabl e technol ogy under the renewable portfolio
st andard. Not that waste heat to power is a
renewabl e technol ogy, but it certainly has the
characteristics of a renewable, and there are at
| east 11 states where waste heat to power is
consi dered at technol ogy all owabl e under a renewabl e
portfolio standard.

CHAI RMAN SCOTT: Thanks.
Ms. Stanfield?
MS. BECKY STANFI ELD: All right. Fi ve things

very quickly.

Address the way the benefit side of
t he equation and the cost benefit analysis is being
underesti mated by including both non-energy benefits
and the price suppression effect. We need bigger
budgets, particularly for industrial and comrerci al
projects so find a way to align the budgets with the

cost-effective potential.
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For prograns that really depend on
joint delivery between gas and electric prograns, we
need to figure out how to allow those prograns to go
forward, given those constrained gas budgets. And
t hat may mean moving for some prograns to a
fuel -neutral way of counting savings. It may mean
just allowing electric utilities to take credit for
gas savings progranms |like fromnmultifamly affordable
housi ng where gas is such a big part of the
accretion.

For heaven's sake, show the real cost
of energy efficiency if you're going to put the cost
on people's bills. When | hear people say, This is
expensive, | always have to think, Relative to what?
Because if you do not do it then you have to do
somet hi ng. And by definition the savings that we're
getting with this portfolio and the ramp up is |ess
expensive than the cost we're avoiding.

And 5th, we do need to figure out how
to provide an earnings opportunity for utilities that
are meeting and exceeding their goals. And to really

align the utilities incentives with making energy

197



10

11

12

13

14

15

16

17

18

19

20

21

22

efficiency the core resource choice in Illinois.

CHAI RMAN SCOTT: Thank you.

And Ms. Beitel?

MS. ANNETTE BEI TEL: My conmments are not going
to repeat what others have said, but I'd like to
focus on some changes to the regulatory process that
| think would be hel pful.

Number 1, Illinois really needs a
consi stent set of policies that cover all the program
adm ni strators, specifically in the form of policy
manual . So just by way of exanple, each of the
programs or portfolio adm nistrators have slightly
different policies that the I CC has mandated around
the treatment of net-to-gross ratios. And it's
really hard and inefficient to work with all these
different sets of policies. W need just one set of
policies for all of them

Number 2, | think it would be hel pful
to have a |l onger planning horizon. So right now
these plans in Illinois are filed every three years.
And there isn't necessarily a big difference between

pl ans filed every three years from what came before
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the prior year. |'"d li ke to see the planning horizon
maybe extended to 5 years. | think maybe that's a
statutory change. Ot her jurisdictions are going to
5-year planning horizons, 10-year planning horizons,
but they're enornously costly and |I'm not sure
there's a huge benefit, and it's also a | ot of
['itigation.

Rel ated to that, when the plans are
filed, 1'"d love to see those dockets consolidated so
there's a single consistent treatment of all the
i ssues that are raised, many of which are common

cross-holds of portfolio adm nistrators.

And finally, and again, | think this
woul d be statutory, Illinois seenms to spend a | ot of
time and noney | ooking at reconciliation on an annual

basi s. So specifically, which costs are all owabl e
and not all owabl e. Ot her jurisdictions do not have
annual reconciliation proceedings. What they do is
t hey very, very clearly define in a policy manua

what costs are all owed, what costs are not all owed.
So there's a very clear rules of the road. And, at

the end of a program year, or at the end of a couple
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years, an independent auditor will come in and just
determ ne whether or not the cost that were
attributed to the EEPS funds -- or the bal ancing cut
funds met the standards. And that's just much | ower
cost, much more efficient. And then everybody knows
what the rules are; what's allowed, what's not
al | owed.

CHAI RMAN SCOTT: Thank you.

M. Nickerson?

MR. MEL NI CKERSON: Thank you.

You know, | apol ogi ze. It's a
compl ete m stake on my part, | should' ve told you ny
friends call me "Mel."

Four quick points. | echo the
sentiments and the statements that have al ready been
said about the utilities, both VvVal and Keith. W
need to | ook again a the gross-to-net way of
eval uating our prograns. | think that clearly 111(d)
has raised a very sobering issue in that under 111(d)
you don't care about net, what you're |looking at is
gross. And | think we, going forward, that is

somet hing that we should grapple with under or EEPS
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program

Secondly, | also agree that amorti zing
t he savings over a number of years is also critical
because that is the whole picture -- or the whole
truth. The savings that are being generated don't
just occur in one year, they have a | onger period of
savi ngs.

| also want to say that |1'm very
grateful to the Comm ssioners for approving, along
with the utilities, a program which we've been
calling the Codes Enhancement Program Essentially
what that is that we have a | aw on the books, passed
in 2009; we have a state-wi de building code, both for
residential as well as comrercial. Little known
secret or maybe not, there is not state-wi de
compliance with the program Part of it is due
to -- lack of better word, ignorance on the part of
| ocal governments. More importantly, it's a
lack -- let's say a | ack of resources. So we are
enmbar ki ng together as a coalition to address these
issues. To help nove the needle fromthe baseline to

what the potential is.
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' m very proud to have worked with
M dwest Energy Efficiency Association. They did a
prelim nary study which indicated that if we could
move the baseline what is it is nowin terms of
buil ding code compliance, to just state-w de
conpliance with what is the law, it would generate 12
gi gawatts of savings. So you can take that to the
bank, so to speak.

' m also going to end on CHP, John.
|'"'m very thankful to you and your coll eagues for
putting forward just a brilliant opportunity to help
advance Illinois in that area. It is something
that's being recogni zed nationally, so due credit to
you. We are, if you will, willing partners but nore
like a conduit to this good end.

One thing I would Iike to coment on
because it has come up both in our recent three-year
pl an and al so, now, unfolding in our -- in the
upcom ng wor kshops in the Senate. There is a
guestion of how you count the savings generated post
the CHP retrofits. There is some concern back and

forth among stakehol ders, not to count the full
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amount of energy efficiency that is gained or the
i ncreased amount of gas usage. Simply put, the
General Assembly made a definitive recommendati on,
which is now law, which is that the BTU savi ngs
shoul d be counted period. That could have said
"Count kilowatt hours,"” they didn't say that. They
could've said "Count Term Savings," they didn't say
that. They took a conmprehensive | ook and said when
it comes to CHP, or when it comes to this type of
endeavor involving CHP, you should | ook at BTUs.

So on that note, thank you very much.

CHAI RMAN SCOTT: | want to thank all the fol ks,

who tal ked to us today. A lot of great information,
we really appreciated it and did fully what we needed
it to do. Thanks very much to Carla and Suzanne for
hel ping to put this together and making it run very
smoot hly today.

| want to thank the representatives
who are here today, Representative Gabel,
Representative Nekritzon, thank you very nuch for
being here. And our sister agencies, |EPA and DCEO

and the | PA who've been -- who are all working, as we
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said earlier,

everybody's

on Novenber

i nvol vement very nuch.

t oget her on this. So appreciate that

Thanks again. W'Il|l see you back here

6t h.

Meeting is adjourned.

204



