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Q.

	

Please state your name and business address .

15

	

A.

	

My name is John A. Rogers, and my business address is Missouri Public

16

	

Service Commission, P. O. Box 360, Jefferson City, Missouri 65102.

17

	

Q.

	

What is your present position at the Missouri Public Service Commission?

18

	

A.

	

I am a Utility Regulatory Manager in the Energy Department of the Utility

19

	

Operations Division .

20

	

Q.

	

Are you the same John A. Rogers that contributed to Staffs Revenue

21

	

Requirement Cost of Service Report (Staff Report) filed on December 18, 2009 and to Staff's

22

	

Class Cost of Service Rate Design Report (Staff CCOS Report) filed on January 6, 2010?

23

	

A.

	

Yes, I am.

24

	

Q.

	

Would you please summarize the purpose ofyour rebuttal testimony?

25

	

A.

	

I address certain direct testimony of AmerenUE and intervenor witnesses

26

	

relating to the AmerenUE proposed fuel adjustment clause and the demand-side management

27

	

(DSM) subject areas . I update the Commission regarding AmerenUE's recent and planned

28

	

donations of compact florescent light (CFL) bulbs to food banks and to city governments and

29

	

present Staffs concerns regarding AmerenUE's plans to include these donations and related

30

	

costs in its Residential Lighting and Appliance (L&A) program . The fact that Staff does not
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specifically take issue with a statement of an AmerenUE, Office of Public Counsel, or

intervenor witness should not be construed as an indication of agreement or acceptance by

Staff. My recommendations to the Commission are as follows :

1)

	

Commission should rely upon Staff's fuel run in determining the seasonal Net

Base Fuel Cost (NBFC) rates to be included in Union Electric Company d/b/a

AmerenUE's (AmerenUE's) Fuel Adjustment Clause (FAC) tariffsheets ;

2)

	

Commission should generally continue the current regulatory asset treatment

of AmerenUE's DSM costs until the Commission has established policies and

rules to implement the Missouri Energy Efficiency Investment Act ("MEEIA"

or Section 393.1075 2009 RSMo Cum. Supp.) ; and

3)

	

Commission should order that the AmerenUE L&A energy efficiency program

expenses remain in the regulatory asset account.

Fuel Adiustment Clause

Q.

	

Have you reviewed the Fuel Adjustment Clause that AmerenUE proposes in

this case, including the changes it proposes to its existing FAC tariff sheets?

A.

	

Yes.

	

I reviewed AmerenUE's proposed FAC tariff sheets presented in the

testimony of AmerenUE witness Lynn M. Barnes.

Q.

	

Did your review cause you any concerns?

A.

	

Yes. I have concerns with the seasonal Net Base Fuel Cost (NBFC) rates

AmerenUE proposes .

Q .

	

What are those concerns?
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A.

	

AmerenUE has relied on a different fuel run for determining the seasonal

NBFC rates for its proposed FAC than it used for determining it revenue requirement and its

seasonal net base fuel cost rates are counterintuitive .

NBFC rate.

Q.

	

Would you explain what you mean by stating AmercnUE's proposed seasonal

NBFC rates are counterintuitive?

A.

	

The Summer NBFC rate is lower than the Winter NBFC rate, and this has

never been the case for AmerenUE or any other electric utility in Missouri . In fact,

AmerenUE's proposed Summer NBFC rate is significantly lower than its proposed Winter

Q.

	

Please specify the FAC seasonal NBFC rates proposed by AmerenUE and

FAC seasonal NBFC rates proposed by Staff.

A.

	

Schedule LMB-E3-5 attached to the direct testimony of AmerenUE witness

Lynn M. Barnes contains the following language in the definition of NBFC in the AmerenUE

proposed FAC tariff sheets :

The NBFC rate applicable to June through September calendar months
("Summer NBFC Rate") is 1 .102 cents per kWh. The NBFC rate
applicable to October through May calendar months ("Winter NBFC
Rate") is 1 .494 cents per kWh.

Schedule JAR-1 of the Staff CCOS Report contains the following language in the

definition ofNBFC on Sheet No. 98.11 of the Staffproposed FAC:

The NBFC rate applicable to June through September calendar months
("Summer NBFC Rate") is 1 .449 cents per kWh. The NBFC rate
applicable to October through May calendar months ("Winter NBFC
Rate") is 1 .275 cents per kWh.
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Q.

	

Please compare the various proposed NBFC rates in your last answer to the

NBFC rates the Commission approved in AmerenUE last general rate case, Case No. ER-

2008-0318 .

A.

	

The Summer NBFC Rate approved in Case No. ER-2008-0318 is 1 .001 cents

per kWh and the Winter NBFC Rate approved in Case No. ER-2008-0318 is 0.690 cents per

kWh. The following table summarizes the NBFC rates proposed by AmerenUE, the proposed

NBFC rates in the Staff CCOS Report, and the current NBFC rates :

9

	

Q.

	

Has Staff performed an investigation to determine the causes of the significant

10

	

differences between AmerenUE's proposed NBFC rates and the proposed NBFC rates in the

11

	

Staff CCOS Report?

12 A. Yes.

13

	

Q.

	

Would you please describe Staffs investigation and findings?

14

	

A.

	

Yes. Staffs investigation determined that the fuel run AmerenUE used to

15

	

estimate NBFC for its proposed FAC is not the same fuel tun AmerenUE used to determine

16

	

the revenue requirement it sponsors in this case . Further, Staffs investigation determined that

17

	

AmerenUE's FAC fuel run estimates of monthly off-system sales revenues and volumes are

18

	

significantly different from those of Staff. Specifically, Summer (June through September)

19

	

off-system sales revenue in AmerenUE's FAC fuel run is $60 million greater than the

20

	

Summer off-system sales revenue in the Staffs fuel run and Winter (October through May)

NBFC Rate Comparison
Summer Winter

¢/kWh e^/o Current 0/kWh A0/6 Current
UE Proposed

StaffProposed
urrent Tariff

1 .102
1 .449
1.001

100/0
45%
0%

1 .494
1.275
0.690

111%
85%
0%
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offsystem sales revenue in AmerenUE's FAC fuel run is $60 million less than the Winter off

system sales revenue in the Staff fuel run .

Staff also created a chart that compares the off-system monthly kWh sales for Staffs

fuel run, for AmerenUE's FAC fuel run, and for the fuel run AmerenUE used for its proposed

revenue requirement, each of which were filed in this case . This chart is included below and

illustrates that the off-system monthly kWh sales (OSS) in AmerenUE's FAC fuel run are

distinctly different from the OSS in AmerenUE's revenue requirement and from the OSS in

Staff s fuel run .

ss

ss

Q.

	

What do you conclude and recommend concerning the NBFC rates for this

case?

A

	

I conclude that AmerenUE's FAC fuel run is not an appropriate fuel run to use

to determine the FAC seasonal NBFC rates in this case . Staffs fuel run has been revised

since the Staff CCOS Report was filed and will again be revised during true-up. Therefore, I

recommend the Commission rely upon Staffs fuel run .

Demand-Side Management Programs Cost Recovery Mechanism

Q.

	

What DSM cost recovery mechanism does AmerenUE propose in this case?

5 NP
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1

	

A.

	

AmerenUE witness Stephen Kidwell proposes at page 17 of his direct

2

	

testimony a DSM cost tracker which would place the full amount of the regulatory asset as of

3

	

the true-up date in base rates plus the average of incremental DSM budgeted amounts for

4

	

2010 and 2011 . The tracker would accumulate the difference between the amount in rates and

5

	

the actual amount spent on DSM programs. At the Company's next rate case, AmerenUE

6

	

would recover (or refund) any amounts in the tracker through a three-year amortization of the

7

	

balance, with interest.

8

	

Q.

	

Does the DSM cost tracker proposed by AmerenUE include recovery of lost

9

	

revenue and/or shareholder incentives?

10

	

A.

	

No, it does not . However, Mr. Kidwell in his direct testimony, page 17, lines

11

	

111, states that the mechanism that would best allow for cost recovery would include an

12

	

annual incentive provision based on a percentage of the difference between AmerenUE's

13

	

avoided costs and the costs associated with implementation of demand side measures . Mr.

14

	

Kidwell did not propose an incentive mechanism in his testimony stating that AmerenUE

15

	

needed additional experience and dialogue with stakeholders . AmerenUE did organize a

16

	

number of meetings with parties to the case which were treated as settlement sessions to

17

	

discuss and evaluate alternative methods related to DSM cost recovery, recovery of lost

18

	

revenue and shareholder incentives . Although this stakeholder process did not result in a

19

	

DSM cost recovery mechanism that the parties could agree to, the process was productive and

20

	

represents the first cooperative learning experience in Missouri concerning a comprehensive

21

	

understanding of the impact of DSM programs on customers and shareholders of Missouri's

22

	

investor-owned electric utilities .
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1

	

The Staff is appreciative of the effort made by AmerenUE, but is concerned that the

2

	

fact that AmerenUE and the parties have not been able to fashion a resolution of these matters

3

	

may be characterized by some as indication of certain participants not being cooperative or

4

	

being overly technical in their approach to areas for which there are now federal and state

5

	

direction. Many of the parties, including Staff, dedicated a considerable amount of time and

6

	

effort to these discussions. Staff believes that the time and resource constraints, along with

7

	

the characterization of these discussions as settlement talks, greatly impacted the ability of the

8

	

parties to reach an agreement on a DSM cost recovery mechanism forAmerenUE.

9

	

Q.

	

What have been AmerenUE's actual expenditure levels for its DSM programs

10

	

compared to budget?

11

	

A.

	

AmerenUE reports that it spent $9.9 million on its DSM programs in the fast

12

	

program year (October 1, 2008 through September 30, 2009) as compared to $25 .0 million

13

	

planned for the first program year in its preferred resource plan filed in its recent Chapter 22

14

	

Electric Utility Resource Planning compliance filing in Case No. EO-2007-0409 . During the

15

	

first three months of the second program year, AmerenUE spent $3 .8 million on its DSM

16

	

programs compared to $32.1 million for the second program year (12 full months) in its

17

	

preferred resource plan.

18

	

Q.

	

What do you conclude from your last answer?

19

	

A.

	

AmerenUE is still in the process of "ramping up" its DSM programs and is

20

	

greatly under-spending its planned budget for DSM. Until AmerenUE can demonstrate that it

21

	

has ramped up its DSM programs and has a sustained expense amount, the proposed DSM

AmerenUE Demand-Side Resources Performance Summary Report for Febnary 4, 2010 provided by
AmerenUE at February 4, 2010 AmerenUE DSM stakeholder quarterly update meeting. Such AmerenUE DSM
stakeholder quarterly update meetings are required as a result of the Partial Stipulation and Agreement in Case
No. EO-2007-0409.
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1

	

cost tracker will likely result in a large over collection of revenue . As a consequence, Staff

2

	

does not support the DSM tracker proposed by Mr. Kidwell .

	

I say this in light of my

3

	

statements at page 46, lines 34-35, page 47, lines 14-16, and page 45, lines 30-33 of my

4

	

section of the Staff Report that there is just not enough information in Mr. Kidwell's direct

5

	

testimony, many details of AmerenUE's proposal need to be clarified or determined, and

6

	

AmerenUE should continue the current regulatory asset treatment of demand-side costs until

7

	

the Commission has established policies and rules to implement Senate Bill 376, the Missouri

8

	

Energy Efficiency Investment Act.

9

	

Q.

	

Other than AmerenUE and Staff, what other parties to this case discuss or

10

	

propose DSM cost recovery mechanisms?

I1

	

A.

	

Missouri Department of Natural Resources (MDNR), National Resource

12

	

Defense Council (NRDC), Missouri Industrial Energy Consumers (MIEC), and Missouri

13

	

Energy Group (MEG) filed direct testimony concerning DSM cost recovery mechanisms.

14

	

Q.

	

Please summarize the positions of MDNR, NRDC, MIEC and MEG with

15

	

respect to DSM cost recovery .

16

	

A.

	

These parties have expressed a broad range of positions which I have

17

	

highlighted in Schedule JAR-1 .

18

	

Q.

	

What is Staff's reaction to the broad range of positions taken by the parties in

19

	

this case?

20

	

A.

	

AmerenUE, Staff, MDNR, NRDC, MIEC and MEG have very diverse

21

	

positions at this time. Since these positions were filed by the parties following the settlement

22

	

sessions on DSM cost recovery mechanisms, this diversity of positions suggests to Staff that

23

	

the Commissioners should not think that a settlement is imminent or even remotely possible
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in the near term. Because the direct testimony of NRDC witness Pamela Lesh is the most

comprehensive with regards to different aspects of DSM cost recovery, and in consideration

of Staffs time and resource limitations, I have chosen to respond to the NRDC direct

testimony .

Q .

	

Please summarize the direct testimony ofNRDC.

A.

	

In her direct testimony, NRDC witness Pamela Lesh has five recommendations

that she makes to the Commission . I will discuss each of these recommendations and provide

Staffs comments relative to each recommendation later in my rebuttal testimony. NRDC's

recommendations are characterized by Ms. Lesh at page 6, lines 13-15 of her direct testimony,

as "the five policy `legs' that we [NRDC] have found best support a utility in meeting its

stated goal of helping its customers achieve all cost-effective energy efficiency through the

most effective means." She further states at page 6, lines 19-21, that the context of NRDC's

recommendations is based on "the advent of a decade - 2010 to 2020 - in which America's

electric utilities must focus, first and foremost, on helping their customers increase their

energy efficiency ."

Q.

	

Does Staff agree that AmerenUE has a stated goal of helping its customers

achieve all cost-effective energy efficiency through the most effective means?

A.

	

No. On its website, AmerenUE states "We may not know what the future

holds, or exactly what the energy business will look like tomorrow . But we're working to

ensure that secure, reliable, sustainable energy will be its foundation . That is our promise to

you."z On that same web page AmerenUE includes promoting energy efficiency programs

that save customers money, conserve generating capacity and lessen the urgency to build new

2 http://www.ameren.com/Feapves/Pages/FuturePlanning.aspx.
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plants as one of the ways it is "working hard to provide for our customers today while

propelling them - and our company -- forward."

Q.

	

Does Staff believe that helping its customers achieve all cost-effective energy

efficiency through the most effective means should be a goal ofAmerenUE?

A.

	

The Missouri Energy Efficiency Investment Act (MEEIA) (Section 393.1075.4

2009 RSMo Cum. Supp.) states that "[t]he commission shall permit electric corporations to

implement commission-approved demand-side programs proposed pursuant to this section

with a goal of achieving all cost-effective demand-side savings ." There are a number of other

subsections to Section 393.1075 . Staff has not received any direction that achieving all cost-

effective energy efficiency as defined by NRDC's reading of MEEIA or any federal

legislation is a mandated goal ofAmerenUE .

Q .

	

Then are the five policy "legs" described by Ms. Lesh irrelevant?

A.

	

No, they are relevant. However, since the context or what is required of

AmerenUE and the Commission is different than what NRDC indicates, the importance ofthe

five recommendations ofNRDC must be re-examined .

Q.

	

What is the first recommendation ofMs. Lesh?

A.

	

AmerenUE should adopt goals for the annual reduction of energy of 1 .5% by

around 2012 and 2% by 2015 .

Q.

	

Doyou agree that goals should be set?

A.

	

Goals are important .

	

MEEIA states a goal of achieving all cost-effective

demand-side savings. AmerenUE is just completing its demand-side potential study . One of

the objectives of the study is to assess and understand the demand-side potential for its service

territory. If this study shows that the achievable potential is a 3% annual reduction in energy
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but the Commission has set the goal at 1 .5%, Staff is concerned that AmerenUE may just stop

at 1 .5%. On the other hand, if the study shows that the achievable potential is a 1% annual

reduction in energy and AmerenUE is required to meet a 1 .5% reduction, then AmerenUE

would be required to meet a goal that is not cost-effective . The parties and AmerenUE need

time to evaluate the results of AmerenUE's demand-side potential study to determine what

"all cost-effective demand-side savings" (i.e ., energy efficiency and demand-side programs)

means for AmerenUE .

Q.

	

What is the second recommendation ofMs. Lesh?

A.

	

Ms. Lesh supports the DSM cost tracker proposed by AmerenUE witness

Stephen Kidwell.

Q .

	

Does Staff agree with this recommendation?

A.

	

For reasons previously discussed in this rebuttal testimony, Staff cannot agree

with the use of the DSM cost tracker proposed by Mr. Kidwell .

	

Ms. Lesh criticizes the

current regulatory asset account recovery mechanism, because it does not include the return

afforded supply-side resources .

	

Staff agrees that the amortized amount should receive a

return and suggested this correction to the regulatory asset account for DSM costs as

presented by Stephen M. Rackers in the Staff Report.

Q.

	

What is the third recommendation ofMs. Lesh?

A.

	

Ms. Lesh proposes a Revenue Decoupling Mechanism (RDM).

Q.

	

What is a RDM?

A.

	

On page 2 of her paper "Rate Impacts and Key Design Elements of Gas and

Electric Utility Decoupling" which is Attachment 1 to her direct testimony, Ms. Lesh states

that "[d]ecoupling is a regulatory term indicating that, through any one of several means, a
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given energy utility does not derive the portion of its revenues necessary to provide it an

opportunity to recover its fixed costs of service on the basis of its sales of natural gas or

electricity ." And further states that "[o]ne primary means of decoupling, albeit with many

variations, is through a regulatory adjustment mechanism that adjusts rates periodically to

ensure that a utility records as revenue for fixed cost recovery no more and no less than the

amount of revenue authorized for that cost coverage." (Lesh, Direct Testimony, Attachment

1, p . 2) .

Q .

	

Isn't that what the straight fixed/variable rate design adopted by this

Commission for natural gas utilities is designed to do?

A.

	

Yes. However, decoupling goes further than the straight fixed/variable rate

design . As Ms. Lesh further explains on page 2 ofher Attachment 1 :

. . . On some regular basis, the decoupling mechanism provides a rate
adjustment to ensure that customers, in effect, receive refunds or pay
surcharges based on whether the revenues the utility actually receives
from customers were less or greater than the revenues the regulator
authorized. . . .

So in effect, the Commission sets the amount that the utility will receive from its

customers to cover its fixed costs. If revenues collected from the customers are less than this

amount, then the utility will be permitted to recover the additional amount in rates . If

revenues collected from the customers are more than the fixed costs intended to be recovered,

the utility refunds the excess revenues.

Ms. Lesh states at page 25, lines 1-5 of her direct testimony that parties to proceedings

in which RDM is being considered usually raises three concerns regarding RDM:

"

	

That the RDM will cause the utility to lose focus on the need to control
costs
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"

	

That the RDM will eliminate or reduce the benefit of regulatory lag

"

	

That the RDM will shift risk to customers

On pages 25 through 28 of her direct testimony, Ms. Lesh discusses these concerns but

concludes that the risk to customers of not implementing RDM is greater than the risk of

implementing it . However, this is not the risk of safe and reliable service at a reasonable rate.

It is the risk of

. . . never experiencing what could happen if Missouri aligned the
interests of AmerenUE and its customers toward increasing the
efficiency with which those customers use electricity to do work
outweighs the risk that customers could temporarily experience lower
rates because regulatory policy leaves consumption as the driver of at
least a part of the utility's recovery of fixed costs and (a) intentionally
refuses to recognize the effect of planned energy efficiency in setting
rates; or (b) assumes that, over time, regulatory lag will "benefit"
customers through temporarily lower rates more often that it harms
them through temporarily higher rates . [Lash, p . 30, Is . 11-18] .

Q .

	

What is Staff's position regarding RDM?

A.

	

Stafftakes the position that a significant policy change such as RDM should be

very carefully examined in an electric industry-wide setting that is not time constrained.

Also, Section 393.1075.5 of MEEIA includes a requirement that "[p]rior to approving a rate

design modification associated with demand-side cost recovery, the commission shall

conclude a docket studying the effects thereof and promulgate an appropriate rule ." While

Staff expects that different parties have different interpretations of this provision, it is Staff's

position that the Commission should conclude a docket studying the effects of RDM before it

adopts it for any of its Missouri jurisdictional electric utilities .

Staff is very cautious about changing the regulatory structure that has apparently

served Missouri retail ratepayers well, as far as ratemaking is concerned.
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Granted, the current regulatory structure hasn't resulted in Missouri Commission

jurisdictional electric utilities implementing large energy efficiency programs . But on advice

of counsel, Staff doesn't believe that there presently is any federal or state mandate for

Missouri Commission jurisdictional electric utilities to achieve all cost-effective demand-side

savings .

Q.

	

What is the fourth recommendation ofMs. Lesh?

A.

	

Ms. Lesh recommends, beginning at page 31, line 11 of her direct testimony,

that the Commission endorse the concept of a performance-based incentive as a necessary

measure to propel Missouri's energy efficiency savings to much higher levels and that the

parties to this case participate in a collaborative process to develop such an incentive .

Q.

	

What is the fifth recommendation of Ms. Lesh?

A.

	

Beginning at page 35, line 15 of her direct testimony, Ms. Lesh recommends

that the Commission should require that AmerenUE establish an independently-run evaluation

and verification program .

Q .

	

What is Staffs position with respect to NRDC's recommendations concerning

(a) performance based incentives and (b) independently-run evaluation and verification of

DSM program results?

A.

	

Performance based incentives can be an important part of a DSM regulatory

framework, but must be considered in the context of all of the provisions of the framework .

DSM cost recovery, fixed cost recovery and shareholder incentives should seek and result in

maximum overall benefits. The balance that is sought and achieved is all important. Staff

believes that independently-run evaluation and verification should be a required feature of
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DSM cost recovery mechanisms, especially when a shareholder incentive is a part of the

mechanism.

Q.

	

As previously noted, Ms. Lesh attached a paper to her testimony as Attachment

1 that summarizes her research into DSM cost recovery. Are you aware of anything at this

time that should be added?

A.

	

Yes. Ms. Lesh may be including in her rebuttal testimony, but I am attaching

as Schedule JAR-2 The Edison Foundation Institute for Electric Efficiency's January 2010

report titled State Energy Efficiency Regulatory Frameworks. This document highlights the

approach taken in each state and the District of Columbia with respect to DSM cost recovery,

lost revenue recovery, and shareholder incentives . I am supplying this document without

providing any support as to its accuracy . I am merely providing this information to the

Commission . I have made no attempt to verify any of the information in the report or

determine whether it reflects important nuances that may exist in the individual states .

Q .

	

What do you observe from your review of Schedule JAR-2?

A.

	

I canmake several generalizations using information from this report.

1)

	

Direct recovery cost of DSM costs is being addressed in three general ways

(rate case, system benefit charge or tariff rider/surcharge) and that the states

are fairly well divided on the preferred approach ;

2)

	

Fixed cost recovery is being addressed in two general ways (decoupling and

lost revenue adjustment mechanism) and that at the moment states seem to be

moving to decoupling with eleven states having approved decoupling, eight

states with pending decoupling cases, seven states having approved lost
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revenue adjustment mechanisms and one state with a pending case concerning

lost revenue adjustment mechanism;

3)

	

Shareholder performance incentives are a part of the energy efficiency

regulatory framework in twenty states and are pending in six states ;

4)

	

For those states with shareholder performance incentives, there is a wide range

ofapproaches ;

5)

	

Only two ofthe eight states bordering Missouri have a mechanism for recovery

of fixed costs (Oklahoma and Kentucky have lost revenue adjustment

mechanisms) and none have approved or have pending review of decoupling

mechanisms; and

6)

	

Only two of the eight states bordering Missouri have approved shareholder

performance incentives (Oklahoma and Kentucky) and one has a pending case

for shareholder incentives (Kansas) .

Q.

	

What is Staff's recommendation concerning AmerenUE's request for a DSM

cost tracker?

A.

	

As stated in the Staff Report, Staff proposes that AmerenUE generally

continue the current regulatory asset treatment of DSM costs until the Commission has

established policies and rules to implement the Missouri Energy Investment Act (MEEIA),

Section 393.1075, 2009 RSMo Cum. Supp . Staff does propose one change to the current

treatment. In the Staff Report in the instant case, Stephen M. Rackers states :

In this case the Staff has included in its development of AmerenUE's
revenue requirement presented here, one tenth of the actual amount
spent by the Company as the annual amortization expense associated
with DSM programs. In addition, the Staff has included the actual
amount spent by the Company on DSM programs in AmerenUE's rate
base .

16
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In rate base, the unamortized balance is allowed to earn a return at AmerenUE's

3

	

authorized overall rate of return . In Case No. ER-2008-0318, one-tenth of the balance in the

4

	

regulatory asset account for DSM programs that existed as of the true-up cut-off date in that

5

	

case, September 30, 2008, was included in expense . The balance of the account, $876,070

6

	

was not included in AmerenUE's rate base . The Company was allowed to accrue interest at
I

7

	

its AFUDC rate on the unamortized balance of DSM program costs in the regulatory asset

8 account .

9

	

Q.

	

Why is Staffmaking this specific recommendation?

10

	

A.

	

The Commission has directed Staff to initiate a series of workshops to

11

	

implement MEEIA and the Energy Independence And Security Act of 2007 ("EISA"),

12

	

including new PURPA Section III(d)(17) Rate Design Modifications to Promote Energy

13

	

Efficiency Investments Standard. The workshops are scheduled to begin on February 22,

14

	

2010.

	

Commission rules for MEEIA and the resulting Missouri DSM regulatory framework

15

	

is very important for Missouri's customers of electric investor-owned and the shareholders of

16

	

Missouri's investor-owned electric utilities and will require careful consideration by all

17

	

stakeholders . Staffbelieves it would be premature for the Commission to move away from its

18

	

current DSM regulatory asset account approach to DSM cost recovery until it has engaged in

19

	

the process that it has even set for itselfto comply with MEEIA and EISA.

20

	

Residential Lighting and Appliance Pro am

21,

	

Q.

	

Have there been relevant developments respecting AmerenUE's Residential

22 Lighting and Appliance Program (L&A Program) that should be addressed by the

23

	

Commission, since the Staff Report was filed on December 18, 2009?
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A.

	

Yes. AmerenUE recently publicly announced that it is donating CFL bulbs to

various food bank organizations, AmerenUE advised Staff and others at a recent meeting of

its plans for further CFL bulbs donation, and there has been a very recent article in the St .

Louis Post-Dispatch mentioning one ofthese AmerenUE CFL bulb donations .

Q.

	

Please describe your knowledge of such donations .

A.

	

On January 26, 2010 AmerenUE announced through a Media Release that it is

partnering with Operation Food Search (OFS) to give away 40,000 CFL bulbs to income-

qualified St. Louis Metro area families to help them save energy in their homes and money on

their electric bills .

	

Schedule JAR-3 is a copy of the Media Release announcing the

AmerenUE partnership with OFS. Further, on February 4, 2010 AmerenUE informed Staff,

the Office of Public Council (OPC) and other participants in its demand-side management

programs (DSM) stakeholder quarterly update meeting in St. Louis, that AmerenUE is

expanding the L&A program to include "social marketing distribution opportunities"

including food banks and American Recovery and Reinvestment Act of 2009 (ARRA)

programs . At this meeting AmerenUE stated that it planned to donate CFL bulbs to the City

of St . Peters in response to the city's request to purchase discounted CFL bulbs from

AmerenLTE. A St . Louis Post-Dispatch article on February 10, 2010 (see Schedule JAR-4)

states that "AmerenUE gave the city an additional 40,000 bulbs," as part of the City of St.

Peters' plan to use a $512,000 stimulus grant from the Department of Energy to pay for light

bulbs, a station that will allow residents to switch the air in their tires for hydrogen, energy

efficiency improvements in city buildings and free thermostats for some residents .

Q .

	

How does AmerenUE plan to account for the costs related to the donation of

CFL bulbs to OFS and to the City of St . Peters?

1 8
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A.

	

At the February 4, 2010 AmerenUE DSM stakeholder quarterly update

meeting, AmerenUE stated and presented in a PowerPoint presentation that costs related to

the donation of CFL bulbs to OFS and to the City of St. Peters would be included as costs of

the L&A program .

Q.

	

Do you agree that donation of CFL bulbs to charitable organization or to city

governments should be a part ofthe L&A program?

A. No.

Q

	

Whynot?

A.

	

AmerenUE tariff Sheet No. 239 states the purpose ofthe L&A program as:

The Lighting and Appliance Program is intended to reduce energy use
in residential lighting and appliance products by encouraging selection
of ENERGY STAR qualified products through Market Transformation
efforts .

AmerenUE tariff Sheet No. 237 defines market transformation as :

A strategy that promotes the manufacture and purchase of energy- .
efficient products and services . The goal of this strategy is to induce
lasting structural and behavioral changes in the marketplace, resulting
in increased adoption ofenergy-efficient technologies .

AmerenUE tariff Sheet Nos. 239 - 241 define ten Program Provisions for the L&A

program including : special promotions, market share incentives, buy-down/mark-down, point

of purchase display materials, ENERGY STAR qualified products labeling, product lists,

sales tools for program partners, listings on the UEfficiency.com website, retailer training and

refresher training, and direct/indirect customer incentives .

Staff notes that donation of CFL bulbs (or ENERGY STAR appliances) is not

included in the Program Provisions of the L&A program . Further, Staff does not believe that

the donation of CFL bulbs should be made a part of the L&A program. The donation of CFL
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bulbs is inconsistent with the concept of partnering with manufactures and retailers in an

effort to transform the market for ENERGY STAR products. The donation of CFL bulbs will

reduce the opportunity program partners will have to sell CFL bulbs through participation in

the L&A Program .

Q.

	

Does Staffbelieve the L&A Program costs should be included in this case?

A.

	

No.

	

In its Staff Report, Staff expressed its concern for the prudence and

performance of the L&A program and recommended that the L&A program expenses remain

in the regulatory asset account . AmerenUE's intention to expand the L&A Program

Provisions to include donations of CFL bulbs further increases the level of concern that Staff

has for the L&A program .

Q .

	

Does that conclude your rebuttal testimony?

A. Yes.
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Item No. Filing Filed On Behalf Of Position
14 Direct Testimony of AmerenUE " Currently, costs for administration, research, design, development, implementation

Stephen M. Kidwell and evaluation are booked to a regulatory asset and amortized over 10 years,
including interest at the Company's AFUDC rate (p . 12, lines 16-18) .

" The current method for AmerenUE to recover its demand side program costs does
not create a level playing field between supply-side and demand-side investments, as
required by SB 376 (2009) . The current regulatory asset established in Case No .
ER-2007-0002 is not sufficient to provide timely recovery of expenditures (p . 2,
lines 15-21). In addition, Ameren believes there is no basis for the l0-year
amortization period (p . 14, lines 27).

" After considering the needs for more timely cost recovery and the policy
implications of SB 376 (2009), AmerenUE's preference is to not continue the
current capitalization and amortization framework (p . 16, lines 16-18) .

" There may be options to make the capitalization/amortization accounting approach
more viable such as an approach similar to Nevada . Nevada uses the
capitalization/amortization accounting approach, but is vastly different than the
existing Missouri approach as it has cost recovery and incentive components (p . 18,
line 20-p. 19, line 21) .

" AmerenUE proposes a potential solution for improving the current cost recovery
mechanism, but hopes to discuss many potential mechanisms with other interested
parties (p .3, lines 16-I8) .

" AmerenUE proposes a DSM tracker for DSM cost recovery. Under this tracker, the
full amount of the regulatory asset as ofFebruary 28, 2010 would be included in
base rates, plus the average ofincremental budgeted amounts for 2010 and 2011 .
The tracker would accumulate the difference between the amount in rates and the
actual amount spent on DSM programs . At the Company's next rate case,
AmerenUE would recover (or refund) any amounts in the tracker through a three
year amortization ofthe balance, with interest (p. 17, lines 5-12) .

" AmerenUE needs additional dialogue with stakeholders before they can adopt a
definitive position on how incentive and lost revenue mechanisms would be
addressed in the proposed tracker (p. 17, lines 15-18) .

" There are several other tools the Commission might use to level the playing field
between demand-side and supply-side investments, including the capitalization of
investments in demand-side programs, rate design modifications, sharing of the
savings to allow the utility to retain a onion ofthe net benefits ofa program,
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increasing the utility's ROE on its energy efficiency investments, revenue
decoupling, shortening the amortization period over which demand-side costs are
recovered and adoption of a lost revenue recovery mechanism . These all are worth
further discussion with 18, lines 12-19).

221 Direct Testimony of Natural Resources " The Commission should require that AmerenUE increase its 2009-2011 energy
Pamela Lesh Defense Council efficiency goals . AmerenUE plans to help its customers save about 800,000 MWh

over the three years ending in 2011 . AmerenUE's goals are significantly lower
than even the lowest end of the spectrum in the Midwest . AmerenUE should adopt
goals that reach 1 .5% by around 2012 and 2% by 2015, which are in line with the
other Midwest states (p . 9, line 7- p. 11, line 14).

" The Commission should approve a cost tracker mechanism for AmerenUE to
recover its energy efficiency expenditures. Agrees with AmerenUE that its current
method of recovering energy efficiency costs is inadequate and compares
unfavorably to best practices across the country (p . 11, line 15-p.14, line 13).

" The Commission should approve a revenue decoupling mechanism (RDM) for
AmerenUE . A RDM is the only regulatory policy that eliminates a utility's incentive
to increase sales of electricity, as well as ensure that the savings it helps its
customers achieve do not come at the cost of its bottom line . As ofNovember 2009,
ten states have adopted electric decoupling, with nine more considering the matter.

o A performance-based incentive for energy efficiency savings does not
substitute for decoupling . A performance-based incentive helps align the
utility's interests with customers by providing the utility an income
opportunity that grows as the customer value produced by the energy
efficiency savings grows . But a performance-based incentive does not
eliminate the utility's incentive to keep finding other places and ways in
which to increase sales of electricity .

o There are several reasons that "lost revenue recovery" is not desirable,
such as that the revenue may not actually have been lost and the potential
for contentiousness over the level of savings .

o A rate case approach will not address the effect ofenergy efficiency on
utility revenues as it is extremely burdensome and likely counter-
productive (p . 14, line 14- p . 31, line 10) .

" The Commission should approve a performance based incentive for AmerenUE's
achievements under its energy efficiency programs . AmerenUE states that an
incentive is important, but is not proposing one at this time in reference to further
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dialogue with parties to this case . NRDC supports a performance-based incentive
for AmerenUE as it is one of the key policy supports for strong utility energy
efficiency performance (p. 31, line I 1-p. 35, line 14).

0 The Commission should require that AmerenUE establish an independently-tun
evaluation and verification program . The Commission should include the costs of
evaluation and verification in whatever mechanism it adopts to allow AmerenUE to
recover enen vefticienc costs going forward .".37 line 10) .

223 Direct Testimony of Missouri Department of 0 DNR supports removing disincentives for electric utilities to invest in DSM
Adam Bickford Natural Resources programs so that these programs are, at least, revenue neutral (p. 4, lines 5-12) .

0 DNR encourages the Commission to allow expensing ofDSM program costs and
shareholder incentives to utilities for exemplary performance ofDSM programs,
which they believe is consistent with SB 376 (2009) (p . 4, line 12- p. 5, line 2) .

0 DNR wants to see more details regarding the DSM tracker proposed by Ameren and
how it relates to program costs, energy savings and rate impacts (p. 5, line 4-8) .

0 The following recommendations would be applicable only if a substantial energy
savings goal is adopted. (See Laura Wolfe's direct testimony for DNR
recommendations on establishing an energy savings goal .) (1) DNR recommends
considerations ofa performance incentive system that would award a utility 5
percent ofnet benefits when it realizes 75 percent ofits proposed savings goal . (2)
DNR also recommends consideration ofa maximum performance level of 150
percent or more ofa DSM savings goal . Using these two points as goals, DNR
proposes a continuous award structure that provides a 1 percent incentive for each 5
percent ofperformance towards a utility's DSM savings goal . Under this structure,
utilities achieving the maximum performance level (i .e . at 150 percent or more of
the savings goal), performance awards up to 20 percent should be considered.
Performance levels of 100 to 125 percent should have awards in the range of 10 to
15 percent ofsavings . 9, lines 1-20) .

224 Direct Testimony of Missouri Department of 0 Encourages AmerenUE to increase the levels of savings consistent with other statesLaura Wolfe Natural Resources and consistent with what is learned from their own DSM potential study to be
completed by AmerenUE by the end ofthe year 2009 (p. 3, line 18-p.4 ., line 2 and p .
9, line 9-p. 11, line 18).

0 Advises AmerenUE to set an aggressive, achievable goal of energy savings . This
can then be used to measure the success of the portfolio ofenergy efficiency
programs that AmerenUE has implemented and will implement (p.7, lines 8-11)

0 The energy savings goal detailed in Steve Kidwell's testimony for the first three
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program years of its DSM portfolio is 800,000 MWh cumulatively. DNR believes
the goal is achievable, but may not be a reasonable long range energy savings goal.
DNR believes that electric utilities with established DSM programs in Missouri
should set much higher targets for energy savings than this and DNR believes that
SB 376 (3009) supports a more aggressive approach to energy efficiency for electric
utilities (p . 7, line 8- p. 9, line 8).

" DNR recommends that in addition to being informed by its potential study,
AmerenUE should model DSM measures that can achieve 1% and 2% ofannual
energy savings in its next IRP . 11, line 18-p . 12, line 2) .

225 Direct Testimony of Missouri Industrial " As a general proposition, believes it is reasonable for AmerenUE to have an
Maurice Brubaker Energy Consumers opportunity to earn the same rate of return on both supply-side and demand-side

resources . Demand-side resources should be required to meet the same kinds of
tests that supply-side resources have to meet to be included in rate base . Among
other things, this would mean that the costs were determined to have been prudently
incurred and the assets are used and useful (p . 9, line 4-12).

" Ten years is an appropriate amortization period (p.9, line 13-p . 13, line 15).
" The idea oftreating demand-side and supply-side resources comparable extends not

only to allowing the utility to earn the same rate ofreturn on the asset, but also
extends to the recovery period. The costs ofsupply-side resources are recovered
over their estimated useful life through a provision for depreciation . In the case of
demand-side resources, the equivalent asset is a "regulatory asset," and the recovery
is by means of an amortization . Thus, depreciation ofsupply-side resources and
amortization of demand-side resources are equivalent concepts that accomplish the
same purpose (p . 9, line 17-p . 10, line 14) .

" Does not support the DSM tracker as proposed by AmerenUE. Reaching forward to
include in rate base budgeted amounts for expenditures in 2010 and 2011 that have
not been made and which have not created auseful asset, may not be legally
permissible . hi addition, given the lack ofclarity of the explanation of the proposal,
the Commission should not give any consideration to this proposal (p . 14, line 1-16) .

" SB 376 (2009) also includes an "opt-out" provision which allows certain customers
not to participate in utility-offered demand-side measures (Section 393.1124.7-10,
RSMo) . As part ofthis proceeding, it would be necessary to identify the dollar
amounts associated with these programs and determine a credit (for each rate
schedule under which eligible customers could be served) that would apply to
customers who have elected to opt-out ofutility offered programs . 15, line 11- .
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16, line 22) .
228 Direct Testimony of Missouri Energy Group . AmerenUE's allowed energy efficiency costs should be collected from customers

Billie Sue Laconte via a surcharge that is based on the amount of energy efficiency costs spent on each
rate class and recognizes that certain customers are exempt . 2 lines 2-4) .

233 StaffReport Revenue MO PSC Staff a Staffhas concerns about the prudence and performance ofthe Residential Lighting
Requirement Cost of and Appliance Program (L&A) and recommends that the cost of the L&A be left in
Service the regulatory asset and not included in AmerenUE's cost of service for setting rates

in this case (p . 43, lines 10-19).
a Staffhas begun discussions with stakeholders regarding the intent of SB 376 (2009)

and plans to develop policies and rules . The Staffrecommends that AmerenUE
continue the current regulatory asset treatment ofdemand-side costs until the
Commission has established policies and rules to implement SB 376 (2009) (p . 45,
lines 27-33) .

" Many details of the DSM tracker proposed by AmerenUE need to be clarified or
determined. Determination ofwhether a program is cost-effective and efficiency
savings have been achieved cannot be made until after the program has both been
implemented and evaluated post implementation . 46, line 34-p.47, line 19) .



I'ivCtrlt 1 .AhLltllll -

State Energy Efficiency

Regulatory Frameworks

pending anti budgets for utility-
administered electric efficiency
programs continue to grow, due

in part to the evolution ofstate policies
that allow utilities to pursue efficiency
as a sustainable business . This latest
review by IEE staff summarizes
ongoing and the most recent
policies that promote program cost
recovery, lost revenue recovery, and
performance incentive mechanisms
for electric utilities on a state-by-
state basis,

" The District of Columbia is the
latest addition to a growing list
of jurisdictions that have adopted
revenue decoupling for the electric
sector (state summary & map, p . S) .
Idaho, Massachusetts, Minnesota,
Oregon, Wisconsin and Vermont
have also approved decoupling
measures in the past two years .
Delaware, Hawaii, Michigan, New
Hampshire, New Jersey and New
Mexico are considering same
form of decoupling . Lost revenue
adjustment mechanisms were
recently approved in Ohio,
Oklahoma, North Carolina, and
South Carolina as part of larger
cost recovery= mechanisms.
Utah also recently entered the

discussion by passing a law
that encourages utilities and
the Commission to investigate
decoupling mechanisms .

Twenty one states currentiv
have incentives in place, with
another seven states pending (p .
11) . Colorado, Hawaii, Kentucky,
Michigan, Ohio, Oklahoma,
North Carolina, Texas, South
Carolina, Washington, and
Wisconsin have approved new
Incentive mechanisms in the
last two years ; Idaho, Indiana,
Kansas. Montana, New Mexico,
North Carolina, New York, and
Utah are each considering some
form of performance incentive
for efficiency.

" Duke Energy's "virtual power
plant" model, which combines
cost recovery, lost revenue
recovery and incentives into an
avoided cost charge, has recently
been approved in North Carolina
and a decision has been promised
soon in South Carolina . The Ohio
Commission approved the VPP
program in Z'1 008. Duke has
proposed similar mechanisms in
Indiana and Kentucky.
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State Regulatory Framework Summary Table

Pending

Pending

Schedule JAR - 22

Alabama Yes
Alaska
Arizona Yes Yes Yes

Arkansas Yes
California Yes Yes Yes Yes
Colorado Yes Yes Yes Yes
Connecticut Yes Yes Yes
Delaware Yes Pending
District of Yes YesColumbia

Florida Yes
Georgia Yes (one

Yes
program)

Hawaii Yes Pending Yes
Idaho Yes Yes Pending

Illinois Yes
Indiana Yes Pending
Iowa Yes Yes
Kansas Yes Pending
Kentucky Yes Yes Yes
Louisiana Yes
Maine Yes
Maryland Yes Yes
Massachusetts Yes Yes Yes
Michigan Yes Pending Yes
Minnesota Yes Yes Yes Yes
Mississippi Yes
Missouri Yes
Montana Yes Pending
Nebraska
Nevada Yes Yes
New Hampshire Yes Pending Yes
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Please note that although information in this document was compiled from primary sources, readers are encouraged to
verify the most recent developments by contacting the appropriate commission or regulatory agency .

For inquiries, please contact Matthew McCaffree, Manager of Electric Efficiency. a t mmccaffreei?~ "edisonfoundation.net .
For further information, please visit htto:l/www.edisonfoundation .net/IEEl .
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New Jersey Yes Pending

New Mexico Yes Pending Pending

New York Yes Yes Pending

North Carolina Yes Yes Yes Yes

North Dakota
Ohio Yes Yes Yes

Oklahoma Yes Yes Yes

Oregon Yes Yes

Pennsylvania Yes Yes

Rhode Island Yes Yes

South Carolina Yes Yes Yes Pending

South Dakota Yes
Tennessee
Texas Yes Yes Yes

Utah Yes Yes Pending Pending Pending

Vermont Yes Yes Yes

Virginia
Washington Yes Yes Yes

West Virginia

Wisconsin Yes Yes Yes Yes

Wyoming Yes Yes (MDU)
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Lost Revenue Adjustment & Revenue Decoupling Mechanisms
for Electric Utilities by State

Decouphng
Approved or Pilot
Decoupling
Pending

Lost Revenue
Adjustment Mechanism

California

	

California has had some form of decoupling since 1982 . The

	

Approved

	

Code Sec. 9 Section 73913)
current `decouptingplus' program isarevenue decoupling

	

(Decoupling

	

and Sec. 10 Section 739,10
program combined with performance iricentives for meeting 'pus' approved as amendedby A.B . X129 :
or exceeding energy efficiency targets (performance-based

	

in 2007)

	

Decisions 98-03-063 &07
rates) . Revenue requirements are adjusted forcustoniet

	

09-043
growth, productivity, weather, and inflation on an annual
basis with rate casesevery three orfouryears (varies by
utility), The incentive structure caps penahieslearrungs for
energy efficiency programs at 5450M.

Colorado (LR)

	

Aconditional portion ofthe performance incentive

	

Approved

	

H"7-1037: Decision Coa
mechanism in Colorado (see p. 12) allows for Xcel to recover

	

(2007)

	

560. Docket 07A-420E
a 52W. after-tax,"dtsincentive offset"payment for achieving
greater than 80%of theannual energy savings goal.

Connecticut

	

Asof 2007,all electricand gas utilities must include a

	

Approved

	

Public Act No. 07-242
decouphng proposal as a part of their individual rate cases.

	

(2007)
The type of decoupling is assigned on a utility-by-utility
basis. United Illuminating uses a full decoupling mechanism,
adjusted annually . Connecticut Light & Power will submit a
proposal for a decoupfng mechanism in their next rate case.

Scheduie JAR - 25
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Delaware

	

The Delaware Commission has recognizeddecaupling as

	

Pending

	

Docker 59
a possible solution for promoting energy efftciency. but
no plants have yet been approved for Delaware utilities .
Delmarva Power will wbmtt their decoupling plan in the
next rote case to 2009 .

District of

	

The DC Public Service Commission approved PEPCO's Bill Approved

	

PSCOrdet )053-E-549
Columbia

	

Stabilization Adjustment f8SA) in Octobet 2009, Like the (2003)
BSA. approved for Maryland. an RPC mechanism is employed
which adjusts quarterly .

Hawaii

	

Anorder was issued in October 20D8 to investigate

	

Pending

	

Docket 2005-0274
implementing a decoupkng mechanism that could be
structured much like that in California . UtUhiesare required
to submit a 2004test year rate case.

Idaho

	

A three year pilot for afixed-cost adjustment (an RPC

	

Approved -

	

PUC IPC-E-tti?--07, Order No.
decoupling program) has been instituted and is currently

	

Pilot (2007)

	

30629
employed by Idaho Power Company. Sales are adjusted
for weather and rate Increases are capped at 3%over the
previous year, The mechanism is only applied to residential
and small general service customers .

Indiana

	

The Utility Regulatory Commission recently approved Perd)rxg

	

CauseNo.43427
Vectrens alternative regulatory plan, which included
requests for performance incerrtives and lost revenue
recovery . Vectrens decoupling proposal was rejected, but
the commission did request that an alternative lost revenue
proposal be submitted,
Northern Indiana Power & Light and Indianapolis Power &
Light have both proposed lost margin recovery mechanisms
and both are pending before Commission,

Kentucky (LR)

	

Lost revenue recovery mechanisms are determined on a

	

Approved

	

Statute Ch, 278, Title 265;
case-by-case basis, but all electric utilities in Kentucky have

	

(2006)

	

Docket 2007-00477 ; 2006
DSM proposals in place that include smdlat lost revenue

	

00473
(LR) recovery due to DSM programs. For these utilities . LR
is calculated using the marginal rate . net ofvariable costs,
times the estimated kWh savings from a DSM measureover
a three-year period .

Maryand

	

A plan to employ revenue decoupling for Maryland utilities

	

Approved

	

PSCCase No . 9091 Order
under an RPC mechanism was approved in 2007, which

	

(2007)

	

81518
adjusts quarterly, The mechanism is similarto the BSA
approved for Washington, DC.

Massachusetts

	

Gasand electric utilities in Massachusetts must include a

	

Approved

	

Docket 07-50. Docket 09-39
decoupling proposal in their next rate case, Target revenues

	

(2008). full
are determined on a utility-wide basis (full decoupiing)

	

implementa-
and can be adjustedfor inflation or capital wending

	

torn by 2012
requirements if necessary . The Massachusetts DPU expects
that all utilities will have fully operational decoupling plans
by 201 : . In May 2009, National Grid wasthe first utility to
submit a revenue decoupiing ratemaking plan IRDR) . which
proposes an RPC mechanism that adjusts annually.
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Michigan

	

Act295mandatesthattheCommissionconsiderdecouplirg Pending
mechanisms proposed by the state's electric utthries.
Consumers Energy and Detroit Edison have included
decoupling proposals in the rate cases currently beforethe
Commission . A decision in each case Is expected In late 2009
orearly 2x10.
Derron Edison has proposed a revenue decouplirg
mechanism beforethe Commmsslom if approved, the
proposed mechanism would normalise lost revenues for
weather and have separateadjustments foreach customer
class .

zsutae5_
Act 2'45; Case U-1S768 and
U-15751

Minnesota

	

Adecoupling statute was passed in 2008 that allows for

	

Approved -

	

Statute 21613.2472
electric and gas utilities to Implement decoupling pdot

	

Pilot (2008)
programs of no more than three years. Utilities are required
to submit proposalsto the state PUC for the structure of
recovery mechanisms and frequency oftrue-ups (none
submitted to date). Annual status reports are to be given to
the state legniature once the programs are in place.

New

	

TheNew Hampshire PUC concluded In a January 2009

	

Pending

	

Order DE 07-064
Hampshire

	

order that existing rate mechanismsare a barrier toenergy
efficiency . h has ordered that futurerate mechanisms be
tailored to individual utilities and be normalisedfor changes
in weather, while not spectlynrxg theparameters ofthose
(nechantsms.

New Jersey

	

Atlantic City Electric has proposeda RPC mechanism, Or Bill

	

Pending

	

Docket Eo09010056
Stabillaation Agreement (BSA) as proposed, fortheir service
territory. h is an RPC mechanism that calls for monthly true-
ups with chances capped at 10% ofpreviousfixed revenue
amounts,

New Mexico

	

HS 305 was signed into law in 2008, requiring that all

	

Pending

	

148305 . Docket OS-00024
utfirtiesinclude all cost-effective energy efficiency and bad

	

Ur
management programs Inthen energy resource portfolios,
that regulatory disincentives to public utility development
of cost-effective energyefficiency and bad management be
rertroved I.J .'

As a result, the NM Public Regulation Commission is
considering proposals for a tort revenue adjustment
mechanism that would compensate the utilitiesbased
on lost margins through 2010. at which timethe PRC may
act to remove disincentives to EE through decoupling or
other mechanisms (seethe incentives summary for more
information on the proposed incentive mechanisnL A
decision is pending.

New York

	

Following an April 2007 order, electric and gas utilities must

	

Approved

	

Cases03-E-0640 .07-E
fileproposalsfortrue-up based decouplingmechanisms in

	

(2007)

	

0949.&07-(-0523
ongoing and new rate cases. Proposals have been approved
for Consolidated Edison and Orange & Rockland utilities,
both for revenue-per-class mechanisms. True-ups occur
annually .

Schedule JAR - 2. 7
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The Commission also approved a similar mechanism
for Duke Energy Carolinas in December 2009 for energy
efficiency measuresonly, coinciding withthe approval ofthe
utility's virtual power plant mechanism .

Oregon

	

Portland General Electric was approvedfora two year pilot
employing an RPC decoupling mechanism .True-ups will
occur annually .

Utah

	

fijR9waspassed Into law(March 2009),Whlchinchirks

	

Pending-Law

	

KJR009
language supporting decoupWrg: `(Tlhe legislature

	

passed,mecha-
expresses supportforregulator mechanisms which might

	

nismsyet tobe
include parlormanm-basedIncentivekdermuplingfated

	

proposed
cost recoveryfrom sales volume, and other ratedesigns
Intended tohelp remove utility disincentivesand create
incertivesto incteaseefficiency aM conservation .. .'

North Carolina

	

TheCommission approved a proposed lost revenue
(LR)

	

adjustment mechanism for Progress Energy Carolinas as part
of their cost recovery mechanism. Net lost revenues for each
annual period are recovered over 3 years and determined
by multiplying lost sales by a net lost revenue rate, which
is the difference between the average retail rate applicable .
to the customer class impacted by the measure and (1) the
related customer chargecomponent ofthat rate. (2) the fuel
component ofthe rate, and (3) the incremental
variable O&M rate. True-ups occur annually.

Ohio (LR)

	

As with Kentucky, lost revenue recovery mechanisms are
determined on a case-by-case bass . Duke Energy Ohio
recovers lost revenues resulting from their pottfollo of FE
programs through the DSM rider. LA is calculated asthe
amount of kWh sales lost due to the DSM programs times
the energy chargeforthe applicable rateschedule, less
variable costs, divided by the expected kilowatt-lour sales
for the upcoming 12 month period. They are collected over
a 36 month period. DP&L currently has a casepending. AEP
Ohio chose not to seek LR in their prior rate case.

Oklahoma MR)

	

OG&E has direct lost revenue adjustment ("Class Lost
Revenue Factor) built in to the approved demand program
rider (DPR) structure, which includes ashared savings
mechanism (see p.15) . As the name implies, LR amounts are
exarnmed by customer class

South Carolina

	

The Commission approved a proposed lost revenue
(LR)

	

adjustment mechanism for Progress Energy Carolinas as part
oftheir cost recovery mechanism . Net least revenues for each
annual period are recovered over 3 years and determined
by multiplying lost sales by a net lost revenue rate, which
is the difference between the average retail rate applicable
to the customer class impacted by the measureand (1) the
related customer charge component ofthat rate, (2) the fuel
component oftherate, and (3) the Incremental
Variable O&M rate . True-ups caur annually.
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Vermont

	

AnRPC decouphrt.1 program was approved forGreem

	

Approved

	

Dockets 7175, 71766 7336
Mountain Power under the Alternative Regulation plan .

	

(2007;
Rates can be adjuned up to four times per year withan
annual reconciliation on allowed earnings . Changes in base
rates cannot exceed -2% per year. CUPS was alsoapproved
for decoupling in 2008 .

Wisconsin

	

Decouphng was approved for WPSC m December 2008

	

Approved -

	

pockets 6680-UR-116
(specified as a "Revenue Stabilization Mechanism'), allowing

	

Pilot (2008)

	

(WPL) &6690-UR-119
the utility to pursue a four-year pilot program. WP5C is

	

(WPsC}
required to pursue three community-based pilots, which will
be repularty reviewed Oat 2, 12, 24, and 30 months7.True-
ups occur annually and over- or under-collection is capped
at approximately $14 million, WPt will submit a similar
proposal for implementation in 2010 .

Wyoming (LR ;

	

Atracking adjustment mechanism that includes direct lost

	

Approved

	

Docket No . 20004-65-ET-06
revenue recovery was approved for a small service territory

	

ROOT
Covered by Montana Dakota Utilities The adjustment
applies to all MDU customers to recover costs and lost
revenues for load management programs only.

The table of lost revenue recovery mechanims for electric utilities was prepared by the Institute for Electric Efficiency
using the latest public data available as of January 11 tit . 2010 . Readers are encouraged to verify the most recent de-
velopments in decoupling by contacting the appropriate state regulator or commissioner's office.
For inquiries, please contact Matthew McCaffree, Manager of Electric Efficiency, at mmccaffreeka,edlsonfoundation .
net. For further information . please visit hitp:Ifwww.edisonfoundatign .netllEE1 .
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Performance Incentives for Electric Efficiency by State

In January 2009 . the CPUC instituted a rule making (09-01-019)
to examine and reform the EE incentive mechanism.

Arizona

	

Arizona Public Service (APS) has performanceIncentives In

	

Approved (2005)

	

Decision 67744. Docket
place wuiet a shared savings mechanism, set at 10% of DSM

	

E-01345A-05-0816, etat
program net economic benefits and capped at 10%of total
DSht expenditures. An APS proposal to modify the incentive
mechanism in 2008 requesting recovery of net lost revenues as
well as removal ofthe cap on the incentive was denied,

Cakforma

	

California utilities earn an incentive on energyefficiency

	

Approved (2007)

	

R06-04-010; 09-01-419
programs undera shared savings mechanism called an energy
efficiency risk-reward incentive mechanism. Revenue from
eligible energy efficiency programs is the product of the
Earnings Rate (ER) and net benefits . The ER is 12% Ifthe utility
achievement towardsCPtJC goals is greater than 100%.9%N
the goal achievement is between a5 and 100%and0% R the
goat achievement is between 65 and85%; ifthe achievement
of goals is less than 65%,the utility pays apenalty. Net benefits
are calculated as tvvo~thirds of theTRC Net Benefit and one-
third of the PACNet Benefit.
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12 '

TtwCommission approved the following incentive packageto
Public Service Colorado :

- A°disincentive offset"of $2m/year (after tax) for each year
approved DSM plan implemented to offset lost margins; if
80% of yearly energy goal achieved . the offset maybe reduced.

-Performance incentives for surpassing "modest' goals; tot
each 1%of goal reached beyond 80%. company to earn
additional 02% of net economic benefits, up to 109G at 130%
of goal attainment, up to 12% at 150% of goal attainment .
Incentives adjusted for 2005 to reflect least-cost planning
commitments.

- Incentives areallowed via annually trued up DSMCost
Adjustment and are capped at 2091, oftonal annual DSM
expenditures.

Colorado

	

H8 07-1037 (C.&S. §40-32-104) requires investor-owned

	

Approved (2007:
elect,,:. utilities to achieve at least 5% percent reduction of
retail erwrgy sates and capacity savings by 2018. based on 2006
sales. The law further states that the Commission ,hall allow
electric. DSM investments an opportunity to be more profitable
to the. utility than any other utility investment that is not
already subject to an incentive.

_ev_tp

H8-07 " 1037; Decision
COB-560, Docket 07A-
420E

Connecticut

	

TheCT PUC requires annual hearings for utilities, where the

	

Approved ifirst in

	

Docket 07-10-03
past year's results for energy savingsare reviewed and a

	

1988, mechanism
oerfmmance incentive isdetermirud, which ranges from 1% to changes overtime)
8% of program costsThe minimum threshold of 70%of goals
earnsthe minimum (1%) incentive. Reaching 100% of goats
earns 5%.. and for reaching 130% of goals earns 8%.

Georgia

	

Although utilities in Georgiamay recover costsand an

	

Approved-

	

Case 24505-U
additional sum for CommiWorcapproved DOW programs, only

	

Single program
the Power Credit Single Family Program (Georgia Power) is

	

only (2007)
currently active. The utility may earn an additional sum of 1546
of the NPV of the net benefits ofthe program. contingent on
the program achieving at Last 50%of projected participation
levels .

Hawaii

	

As part ofthe state's transition plan to establish a third-party

	

Approved (2008!

	

Docket & Order 23258,
administrator for efficiency programs, the HECO companies are

	

Docket 2007-0323
responsible for administering their ownDSM programs until
the transition date. HECO mayearn a shared percentage of
savings of 1%-596 with an incentive cap of $2M.
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Tfpriant:Is,l it entive Desaipuon . ;"t:,- .__-- .I
Idaho

	

Idaho Power UPQwasapproved forathree-year pilot
beginning in January 2007 and ending in Decembef 2009.
Undcrthe pilot the Company receives an incentive payment
If the market share of homes constructed under the ENERGY
STAR Homes Northwest program exceeds a target percentage
of new homes constructed . IPC earns an Incentive ifthe
program exceedsthe market share goal {796 In 2007, 9.8% In
2008,11 .7% in 2009), incentives are .cappedat 1091, of program
net benefits . Penalties are levied ifIPC does not meet a
minimum market sham percentage .
On May 14, 2009, it was ordered that Idaho Power (either
earn an incentive nor incur a penalty for the ENERGYSTAR
related program and that the pilot program be discontinued
retroactively as of January 1, 2009.

Y:ea
Approved -

	

IPC-E-06-32, Order
Pilot f2007):

	

30268; IPC-E-09-04
Discontinued (Jan .
1 1 2009)

Indiana

	

The state statute allows foreither shared savings or adjusted/

	

Pending

	

Administrative Code,
bonus ROE mechanisms as DSM Incentives. Duke Energy has

	

Title 170,An.4 : Cause
submitted a proposal for an avoided cost recovery chargefor

	

No. 43374; Cause No .
EE programs Vectren Energy Indiana, Northern Indiana Public

	

43427;Cause No .
Service Company iNIPSCO}, arm Indianapolis Powerand Light

	

43618; Cause 43623
have also filed DSM plans requesting performance Incentives
All cases are currently pending .

Kansas

	

The State Corporation Commission found that it has `broad

	

Pending ; law in

	

Docket os-GIMX-441-
authority to provide incentives forenergy efficiency' in2007,

	

place, nm programs GIV ; Statute 66-117
but did not specify a monism in that order. Kansas Statute

	

approved
66-t 17 allowsa return of OS% to 296on energy efficiency
investments above the allowed rate of return, No plans have
yet been approved for any utillues

Kentucky

	

State lawailowsforshareholder incentives throughtheDSM

	

Approvedj2007)

	

Rev. Stat.278.285(I)
statute, specifically'incentives designed to provide positive

	

(c); Docket 2008-OD473 ;
financial rewards to a utility to encourage implementation of

	

2007-00477
cost-effective demand-side management programs .' Incentive
mechanisms are approved on a case-by-case basis and both
Duke Energy and Kentucky Power (AEP) have a shared savings
mechanism in place where they receive an incentive of up to
t 096 of program costs for exceeding goals .

Massachusetts

	

The incentive allows util tms to earn about 5% of program

	

Approved (2000)

	

Docket 04-11 ; Order
costs tot energy efficiency programs that meet established

	

98-100
program goals. The incentive structure is determined on a
program-by-program basis but generally utilizes a three-tiered
structure. The firsi'design performance' level is defined as
performance that a Program Administrator expects to achieve
in implementing itsenergy efficiency programs . The second
'threshold performance' level is 75% ofthe design level . The
third "exemplary performance level is 125% ofthe deskJn
level . Incentives are awarded only 0 a program achievesthe
threshold level or above .
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rfarmance irti entiWDe3Cthitioh .,

Michigan

	

The Commission approved DTE's energy optimization plan

	

Approved (20091.

	

PA295 (2008j :U-15806
in 2009, which includes an incentive mechanismthat allows
the utility to earn up to 15% of program spending (a cap
mandated by PA 295? if they reach 12S%tit their savings goals.
An incentive payment isapplied only NDTE exceeds its savings
goal.
PA 295 contains two provisions authorizing utilities to receive
an economic incentive for energy efficiency program:.To
be eligible, utilities must request that appropriate energy
efficiency program costs be capitalized and earn anormal
rate of return. Utilities can request a performance incentive
mechanism to provide additional earningsto shareholders if
they exceedthe annual energy savings target . Incentives are
capped at 15% ofthe total program cost .

Releva s~5Tattute
>deorprsiet

Minnesota

	

ThePUCreviser! the performance Incentive aliginafy approved Approved

	

Docket Ct-0&133, Stet-
in )99) . Under the newagreement, utilities retain a portion of

	

(1999) ; Revised

	

the ? 168,741
net benefits based on the level of achievement, measured as a

	

mechanism 12ib9)
percent of retail salesjhe award scale for this modified shared
savings mechanism is calibrated to award $0.09lkWh at 1 .596 of
sates (e .g . ifa utility achieves savings equal to 1 .5% of sales n
will receive $0.04 for every kWh saved. A final order is pending

Montana

	

MTstatuteallows for the Public Service Commissionto add2%

	

Passed irrto

	

Code 69-3-712
to theautharfzed rate of return for DSM Mvestments . It has not

	

law, but rot
yet been approved for a specific utility.

	

Implemented by
ttdltty

Nevada

	

Nevada revised its regulations for HIP and DSMin 2004 to allow

	

Approved (20o4)

	

Docket No . 02-5030
utilities to earn as much as 500 basis points above allowed
return-on-equity SkbE1 frn applxabie. a~rovecf D5MCOSts
(*5%). Utilities mustfollow approved plans and budgetsto
earn the incentive amount The ordercalls for applying the
utility's debt-to-ecturty ratio tothefraction of capitalized DSM
costs, and then applying the extra 5% ROE to that amount.

New

	

There ale twoseparate incentives in NH.The cost-effectiveness

	

ApprovedOWD)

	

Order 23,574
Hampshire

	

incentive is awarded for programsthat achieve a cost
effectiveness ratio of 1.0 or higher. The incentive is calculated
as 4% of the planned EE budget times the ratioof actual to
planned cost effectiveness .

Theenergy savings incentive is awarded when actual Iffetime
Wh savings are greater than or equal to 65%of projected
savings. The incentive is 4%ofthe planned EE budget
times the rat to ofactual to planned energy savings- Target
intentive amounts are calculated separately for residential and
commercwUinciustrial sectors and are capped at 12% of the
*tined sector budgets.
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New Mexico

	

A proposed rule making is currently before the PSC that . If Pending

	

Case 0(3-00024-UT: NM
approved, would allow utilities to receive an incentive for EE

	

H8305
basedonenergy saved and to receive compensationfor revenue
lost due to efficiency programs .

Additionally: HS 305 was passed in 200& which requires all
utilities to'include all cost-effective energy efficiency and load
management programs in the energy resource portfohos,'

NewYork

	

NewYork has recentlyallowed for performance incentives to

	

Pending

	

Case 07-M-0548
be included in utility rate cases and the Commission is in the
processof reviewingenergy efficiency plans of several NY
utilities- The order caps the aggregate incentives at 540M per
year statewide and target megawatt-hours will beset for each
year at the time of review for the EE plans.

North Carolina

	

North Carolina state law states that a utility maypropose
itxeniives for demand side management of energy
efficiency programs to the Commission for coosideration .
The commission approved Progress Energy Carolina's
incentive mechanism that allows for an incentive of 8%of
NPV ofbenefits from DSM programs arid 13% of NPVfrom
EE programs . The Commission is considering an avoided cost
recovery mechanism submitted by Duke Energy.
The Commission issued a notice of decision approving
Duke Energy Carolinas' Save-a-Watt program in December
2009 with a full decision to follow in January 2010. The
program is similar to that in Ohio, where Duke will receive
50% of the net present value INPV) of the avoided cons for
conservation and 75% of the NPV for demand response .

Olun

	

Duke Energy received approval in December of 2008 for its
proposed'Save-a-Watt' program, where the utility will receive
50% of the NPVof the avoided costs forenergy conservation
and 75%of theNPVof the avoided costs for demand response.
Demand response programs are viewed by the parties as
having a useful life of 1 year, while energy conservation
programs have useful lives of up to 15 years.

Oklahoma

	

Ashared savings program has been approved for Public Service
Oklahoma (PEP) which alowsloi two different retums~ an
incentive of 25% of net savings for programs for which savings
can be estimated and15%of the costs for other programs leg,
education and marketing programs).
OG&E also has an incentive mechanism where they receive
shared benefits for achieving savings goals. calculated on a
measure-by-measure basis. The utility mayearn up to 2596
for each measure where the TRC ~ 1 .0 andup to 15% for each
measure wheietheTRC < 1 .0 .
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Rhode Island

	

The shareholder incentive nrechantsm includes two
components- perfomance-based metrics for specific
program achievements, and kWh savings targets by sector .
The program performance menus are established for each
individual program, such as achieving specific savings or
a cenam market share for the targeted energy-effcient
technology. If Narragansett Wbla National Gi tcl) achieve$
the savings goal, It receives 4.44 ofthe eligible budget . The
threshold performance level is60% of the savings goat . Once
the threshold level has been reached, the utility has the ability
to earn an additional incentive per kWh saved up to 12550 of
target savings. incentive rates change by customer class.

South Caralma

	

South Carolina law stipulates that the PSC `may adopt
procedures that encourage electrical utilities (-.I to invest
in cost-effective energy efficient technologies and energy
conservation programs."
The commission approved Progress Energy Carolinas
incentive mechanism that allows for an incentive of 84 of
NPV of benefits from DSM programs and 13%of NPvfrom EE
programs .
Duke Energy's original avoided cost mechanism was rejected,
but the Commission invited re-submission. Duke's EE programs
that were proposed separately were approved as of June 1 .
2009 with all costs deferred . Amodified save-a-watt regulatory
model was filed in the summer of 2009 . A ruling is expected in
early 2010 .

Texas

	

Texas state code specifies that a utility maybe awarded a
performance bonus is share ofthe net benefits) for exceeding
established demand reduction goals that do not exceed
specified cost limits. Net benefits arethe total avoided cost
of the eligible programs administered by the utdity minus
program costs.The performance bonus is based on the uulttys
energy efficiency achievements for the previous calendar year,

If a utility exceeds I OD% of Its demand reduction goal, the
bonus is equal to 1% of the net benefits for every 2% that the
demand reduction goal has been exceeded, up to a maximum
of 2045 of the utility's program costs. A utllttythat meet sat
least t 2o4 of its demand reduction goal with at least 104 of its
savings achieved through Hard-to-Reach programs receives an
additional bonusof 10% of the bonus calculated .

Utah

	

HJR4wasapproved In March 2009 and Includes language

	

Pending -l.aw
supporting incentives:IT)helegislatureexpresses support

	

passed but no
for regulator mechanisms, which might include performance-

	

mechanisms
based incentives, decoupbng fixed cost recoveryfromsales

	

proposed
volume . and other rate designs intendedto help remove utility
disincentives and create incentives to increase efficiency and
conservation . . .

UT HJR909
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Vermont

	

The operator of EfficiencyVermont, VEIC, ineligible toreceive
a performance incentive for meeting or exceeding specific
goals established in itscontracts . There is also a holdback in
the compensation received by VEIL, pending confirmation that
contractual goals for savings and other performance indicators
have been achieved . The initial contract (2000-2002) allowed
incentives of upto 2% ofthe overall energy efficiency budget
over the three-year contract period, Incentives increased to
3.594 of the EE budget for the 2006-2008 period.

Washmcton

	

The Commission approved a shared savings ("Net Shared
Incentive") mechanism lot Puget Sound Energy in 2006 that
either rewards or penalizes PSE for exceeding or not meeting
savings targets, respectively. The savings target for 2004 is
278,000 MINK with a maximum incentivelpenatty of ±L- 50%
and a "dead band' d the utility saves between 90-99.991 of the
target . In addition to meeting theoverall savings goal, PSEmust
meet at least 7596 of the projected savings targets in both the
residential and eommeicialAndustrial sectors . 75% of the full
incentive amount will be collected in the year after program
implementation, with the remaining amount collected the
following year.

Wisconsin

	

As of 2008, Wisconsin Power & Light (Athant Energyi may earn
the same rate-of-return on its investments in energy efficiency
made through its-shared savings" program for commercial and
industrial customersas it earns on other capital investments.
Utilities may propose incentives as part of their rate cases,
but there have been no proposals from other utilities under
the most recent version of performance incentives. (Note :
Wisconsin dropped performance incentives m the 1990s .l

Summary of Incentive Mechanisms

~pPtoac}i~ ~.

Earn a percentage of program costs for achieving

	

CO, CT, KY, MA, MI, MN, NH, RI, TX, VTWA
savings target
Earn a share of achieved savings

	

AZ, CA, GA, Hl, OK
Earn a percentage of the NPV of avoided costs

	

NC, OH, 5C
Altered rate of return for achieving savings targets

	

NV, WI

Note . Information or) electric efficiency performance incentives was compiled using the latest public data
available as of January 111", 2010. Readers are encouraged to verify the most recent developments by
contacting the appropriate commission or regulatory agency. Other resources used in the preparation of
this report were ACEEE's State Energy Efficiency Program Database, documents from EPA's National Action
Plan on Energy Efficiency, and resources from the Regulatory Assistance Project .

For inquiries, please contact Matthew McCaffree at mmccaffreetrtedisonfoundation .net.
For further information, please visit bttp ://wwwedisonfoundation net/IEE7 .
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