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rate and not discounting the f_'lrst period) of a percentage of the total net benefits? from EM&V -
for PY2013, Y2014 and PY2015. The pefcentage of energ}; savings target is equal to the

sum of the annual energy saving§ from the EM&V final reports for PY2013, PY2014 and

PY2015 divided by the Commission-approved 3-year energy savings target of 793,100 CM
MW expressed .as a percentage. The 3-year performance incentive award amount is e

determined by interpolating values on Table 1 and multiplying the interpolated percentage of

EM&V net benefis by the sum of the net benefits from the EM&YV final reports for PY2013, €YAel4
and P¥ 2015

Table 1!
Percent of 3-Year MWh Target | Percent of 3-Year EM &V Net Benefiis
<70 0.00% :
70 _ 4.60% '
80 - 4.78% -
90 4.92%
100 5.03%
110 . 5.49%
120 5.87%
130 6.19%
>130 - 6.19%

EM&YV final reports of Evaluators and Auditor
Q. When were and ;where are the PY2013 EM&YV final reports of Cadmus and

ADM filed?

i

? 4 CSR 240-20.093(1)(C): Annual net shared benefits means the wiilily’s avoided costs measured and
documented through evaluation, measurement, and verification (EM&V) reporis .for approved demand-side
programs less the sum of the programs’ costs inciuding design, administration, delivery, end-use measures,
incentives, EM&V, utility market potential studies, and technical resource manual on an annual basls. 4 CSR
240-20.093(1)(F): Avoided cost or avoided wiility cost means the cost savings obtained by substituting demand-
side programs for existing and new supply-side resources. Avoided costs include avoided utility costs resulting

. from demand-side programs’ energy savings and demand savings associated with generation, transmission, and
p 34 I T & ;

distribution facilitles including avoided probable environmental compliance costs. The utility shall use the same
methodology used in its most recently-adopted preferred resource plan to calculate its avoided costs £<O X

+ " The cumulative 793,100 MWh net {net-to-gross ratios are equal to 1,0} energy savings is based upon the

1,434,353 MWVh annual energy sales for the opt-out customers specified in Table 2.11 of the MEEIA Report.
" Table 1 is from Ameren Missouri’s Rider EERC and is also on Schedule JAR-4-2
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Q.  Why is it important that Cadmus and stakeholders have the opportunity to
discuss and consider the relative merits of the Auditor’s Appendix A methodology to estimate

market effects and participant spillover? .

A. 't two reasons. First, as Table 2 and Table 3 above illustrate, the

adjustments forgspillover and market effects for the Lighting program are very different and
have a significant impalct on both PY2013 annﬁal energy savings'’ and PY2013 net benefits.'®
Sccond, the Auditor’s Appendix A methodology — which represents what is understood by
Staff to be a neiv methc;dology and is, therefore, a methodology which is not fecognized as an
EM&V indllstry beét practice — does seem to address many of the concerns expressed by Staff
regarding the Cadmus methodology to estimate market effects and spillofer in Appendix J of
the Cadmus EM&V finel report. |

Q. Does Staff have concerns that the change requests hearing process may not be

able to develop a record necessary for the Commission to rule on all of the components to net-

to-gross for each program, but especially for the Lighting program?

A Yes.
Q. . Why?
A, It is véry difficult to understand the methodotogies and the relative merits of

each methadology contained in the Cadmus LightSavers Appendix J and in the Auditor’s .
Appendix A, Because, unfortunately, both methodologies are to some exient prdprietarjf and

not transparent to anyone other than the author of each methodology.

"7 The impact of the Auditor’s recommendations for the pacticipant spillover and market effects adjustments for
the PY2013 LightSavers program is a reduction of 78,306 MWh‘of annual energy savings. This amount is
derived by subtracnng the EM&Y MW in column b of Table 3 for Scenario 14 (321,733 MWh) from the
EM&V MWh in column b of Table 3 for Scenario 1 (390,039 MWh).

. ' The impact of the Auditor’s recommendations for the participant spillover and market effects adjustments for

the PY2013 LightSavers program is a reduction of $20,451,752/of net benefits. This amount is derived by
subhactmg the EM&YV Net Benefiis in column ¢ of Table 3 fon Scenarlo 14 ($115,973,577) from the EM&YV Net
Benefits in column ¢ of Table 3 for Scenarm 1 ($136,425,329).
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effectiveness test in Missouri (but not the only. cost-effectiveness test in Missouri) and ther
definition of annual .net shared benefits.

Ultimately, as I explain later in this testimony, the 2012 Stipulation provides that any |
performance incentive award amount is not included in the calculation of EM&V annual net
shared benefits.-

Q. Pleaée respond to Dr. Marke’s direct testimony on page 62, Uncs 17 through
18: “The Total Resource Cost test is the preferred test in Missouri for the evaluation of the net
shared benefits produced by energy efficiency programs.”

A While Dr. Marke wants the reader to believe that the TRC is the preferred
cost-efﬁ?ctiveness test, tht; TRC is by statute a preferred cost-effectiveness test, as evidenced

by Dr. Marke’s own citation of Section 393.1075.4., in part, with emphasis: The commission

shall consider the total resource cost test a preferred cost-effectiveness test. The
Commission acknowledged this statutory requirement (to considet the TRC # preferred cost
effectiveness test) when it promulgated the following administrative rules:

* 4 CSR 240-20.093(1)(DD) Total resource cost test, or TRC, means the test of
the cost-effectiveness of demand-side programs that compares the avoided
utility costs to the sum of all iticremental costs of end-use measures that are
implemented due to the program (including both. utility and participant
contributions), plus utility costs to administer, deliver, and evaluate each
demand-side program; :

* 4 CSR 240-20.093(3)(A) For demand-side programs and program plans that
have a total resource cost test ratio greater than one (1), the commission shall
approve demand-side programs or program plans, and annual demand and
energy savings targets for each demand-side program it approves, provided it
finds that the utility has met the filing and submission requirements of 4 CSR
240-3.164(2) and the demand-side programs and program plans—

1. Are consistent Wlth a goal of achieving all cost- effectwe .demand- Slde _
savings;

2. Have reliable evaluatlon measurement, and verification plans; and

3. Are included in the electric utility’s preferred plan or have been analyzed
through the integration process required by 4 CSR 240-22.060 to deterrine the

4
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design, administration, delivery, end-use measures, incentives, EM&V, utility market

potential sﬁldies, and technical resource manual on an annual ba;is."

Q. What incentives are included in the 4 CSR 240-3.163(1)(A) and
4 CSR 246—20.093(1)(C) definitions of annual net shared rbeneﬁts?

A. The incenﬁves in the definition of anhual net shared béneﬁts are one
component of program costs, or the customer incentives (direct 6r indirect paymenfs or

rebates to customers to encourage the installation of energy saving measures). As indicated in

the rule, the components of program costs are program design, administration, delivery, end-

use measures, incentives, EM&V, market potential studies and technical resource manual.

The performance incentive award is not a program cost; it is a ﬁnanci_al incentive
awarded to the utility, While 4 CSR 240-20.093({3)(0)2. requires that the Commission
provide financial incenfives to electric utilities, such financial incentives are hot considered a
cost when calculatmg annual net shaved benefits for the utlhty incentive component of a
DSIM as described in 4 CSI;?40-2O 093(}§EH)

4 CSR 240-20.093(3)(C) The commission shall approve the establlshment
continnation, or modification of a DSIM and associated tariff sheets if it finds
the electric utility’s approved demand-side programs are expected to result in
energy and demand savings and are beneficial to all customers in the customer
class in which the programs are proposed, regardless of whether the programs
are utilized by all customers and will assist the commission’s efforis to
implement state policy contained in section 393.1075, RSMo, to—

1. Provide the eiectric utility with timely recovery of all reasonable and
prudent costs of delivering cost-effective demand-side programis;

2. Ensure that utility financial incentives are aligned with helping customers
use energy more cfficiently and in a manner that sustains or enhances utlllty
customers’ incentives to use energy more efficiently; and

3. Provide timely earnings opportunities associated with cost- eff‘ectwe
measurable and/or venﬁable energy and demand savings.

otk
Cornit

4 CSR 240-20.093(7)(H) Any utlhty'mcentwe component of a DS]M shall be ijt'

based on the performance of demand-side programs approved by the
commission in accordance with 4 CSR 240-20.094 Demand-Side Programs
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and shall include a methodology for determining the utility’s portion of annual

net shared benefits achieved and documented through EM&V reports for

approved demand-side programs. Each utility incentive component of a DSIM

shall define the relationship between the utility’s portion of annual net shared -
benefits achieved and documented through EM&V repouts, annual energy

savings achieved and documented through EM&V reports as a percentage of
annual energy savings targets, and annual demand savings achieved and

docurnented through EM&V reports as a percentage of annual demand savings

targets. - :

1. Annual energy and demand savings targets approved by the commission
for use in the utility incentive component of a DSIM are not necessarily the
same as the incremental annual energy and demand savings goals and
cumulative annual energy and demand savings goals specified in 4 CSR 240~
20.094(2).

9. The commission shall order any utility incentive component of a DSIM

~ simultaneously with the programs approved in accordance with 4 CSR 240-
20.094 Demand-Side Programs. - '

3, Any utility incentive compenent of a DSIM shall be implemented on a
retrospective basis and all energy and demand savings used to determine a
DSIM utility incentive revenue requirement must be measured and verified
through EM&V. )

Q. Do any of the MEEIA rules require the utility to include financial incentives
for its demand-side programs when anélyzing alternative resource plansr during thie utility’s
electric utility resource planning? 6 :

A. Yes. 4 CSR 240-2_0.09?(3)(1&)#. requites that demand-side program plans are
included in the electric utility’s prefeirred plan or have been analyzed through the integration
process required by 4 CSR 240-22.060 to determine the impact of the demand-side programs
and program plans on the net present value of revenue requirements of the clectiic utility.
Further, 4 CSR 240-22.060(4)(C) requires that the utility provide:

(C) The analysis of economic impact of alternative resource plans, calculated

with and without utility financial incentives for demand-side resources, shall

provide comparative estimates for each year of the planning horizon— '

1. For the following perforiance measuies for each year: '
- A. Estimated anoual revenue requirement;
B. Estimated annual average rates and percentage inorease in the average

rate from the prior year; and
C. Estimated company financial ratios and credit metrics.

7
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Q. Do the requirements of 4 CSR  240-20.097@)(A). and
4 CSR 240-22.060(4)(0) result in a requirement that _ﬁi‘iancx‘a.l incentives be included in the
ca]culatiqn of annual net shared benefits as a result of EM&\.I for program year 20137 .
| A. No. Staff can ﬁnﬂ 1o .._ s-uckil Tequirement in the MEEIA statute 61;_ the
Commission’s MEEIA rules on t.his question. _Ultimately, fél' A-meren Mfssouri and the .
stakeholders, paragraph 5.b.ji and Example Nos. 1 and 2 in Appendix B of the 2012
Stipulation cleatly show that the ut.ility perfoﬁnance incentive a;w'ard amount'i; not to be
included in the calculation of annual net shared beneﬁts.ls While th-e' annual ﬁet srhéred
benefits for each of the three (3) program years is detéx'mined at the cong_lusion of each
program yeéu‘, thg ‘performarnce iﬁcentivc award amaount is determined _‘folldw_ing the
conclusion of the thil'd and final program yéar using the previously- determined annual net

shared Benefits for each of the three program years."

Appendix B is provided as Scﬁn_adule |
IAR-L. -
Q. IsDr Marke’s assertion tha; the utility perfornianeé incentive award should be
included as a cost when calculating annual net shared béneﬁt’s supported by any literature on
this subject? | |
A, Not any literature ‘relevant to Ameren Missouri’s program year 2013
(“PY2013”) programs. Staff has been able to locate only 6rge instance - in California- - for

which financial incentives are included as a cost when calculating net ben‘eﬁts and that

instai_lce is described on pages 6-9 of Aligning Utility Incentives with Invés!ment_ in Energy

13 Also see the definition of Performance Incentive Award on Original Sheet No. 90.1 of Rider EEIC, which is
Schedule JAR-4-2 of the direct testimony of John Rogers. T :

" paragraph 11.b. of the 2012 Stipulation specifies the process for EM&V reports and begins with paragraph
11.b.1. “45 days after the end of each program year ... *, then describes the process for finallzing each program

* years EM&V in paragraphs 11.b.ii through paragraphs 11.b.iv, and concludes with paragraph 11.b.v. “All

Signatories will be bound by the impact evaluation portion of the Final EM&V Repoit, as it may be modified by
the Commission’s resolution of issues velated to the impact evaluation portion of the Final EM&V Report.”

8
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Ameren’s. market effect assertion™ concerning Wal-Mart’s influence on the retail ma_rket’,m

California and Previous. Utlhty—Sponsmed Energy Efficiency Proglams,’g The Energy

Independence and Security Act of 2007 (EISA),*® Ameren’ Illmms upsheam 11ght1ng rebate

program;*' and. Home Depot and Kansas City:? Dr. Marke then includes in his direct

testimony “additional examples” concetning hifs proposed rebound effect adjustment™ to the

residential LightSavers program. While all of Dr. Maike’s “additiorial examples” that

allegedly “contradict Ameren’s. market effect assertion™ are interesting; none of the

“additional: examples” listed by Dr. Matke are relevant to cost-gffeciive. niéastivable andfor

verifiable energy and deniand Savings which are the resuit of EM&V: peiformed. for the

examplés™ relate. to experienceés of other ﬁtilitie§ in _o‘,‘théf states during: periods 6f time other-
thar 2013 dnd are fiot supported by EM&V pél'foﬁéd in.'complianée.w'iihr the Commission’s
tules 4 CSR 240:20.093(3)(C),. 4:CSR 240-20,093(3)(H]) and 4 CSK 240-3.164(1)X(L)-

Q. Doés- ]fh Marke claim or demonstrate that the EM&V performed and reported
by Cadmus ADM, Audltm and, to a limited degree, Ameren Missouri was not pelformed and

reported in compliance with the Commission’s. niles 4 CSR 240520,_093(;’5(C)f

4CSR 240-20,093(4)(H) and 4 CSR 240-3.164(1)(L)?

Q. Can the Commission rule in favar of Dr. Marke’s recommendafions for itetns:

PY2013 demarid-side programs of Amerér: Missouri, All of Dr. Marke’s. “additional

D

20,21 and 22'in the list of 22 issues congerning the-PY2013 EM&V for the Arieren Missouti -

' Appendix to Marke direc! testimony at page 46, line-12 through. page 50, line 10.
Is Appendl’{ b0 Marke direct testiingny 4t page 50, line 12 thiough | page 32, liné 3.
Append:x o Marke dlrect testimohy al page,52, Tine S:throtigh page 54, litié 20,

-2 Appf:ndvc to Matke direct test]mony at page 55, ine 1 through page. 56, Tine 10..

Appendlt to Marke d1rec{test|muny at page 56, line-12 through page 58, line-1.,
 Marke: diregt lestimony at’age S, Jine 1 (hrough page 17, line 2
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| Q. Why dre the bars in Rogers Charts 1 through 4 for Ameren CR; Evaluators;
Miti-Pt.24fScéﬁariOS.- and. Auditor one color (blue) and the bars for Staff CR, OPC.R and OPC.
.RNBa diffel‘eﬁt.ﬁéolor;(gréen)?-
A, The amounts represented by the blue bars for Ame: eri CR, Evaluators, Mid-Pt
24 Scenarios and Auditor are lelevant to the Cormnlssmn $ clete:mmatlon of whether the JOlIlt
position is just and reasonable because the ﬁmtjunt_s'_ for thie blue bars are: basgd upoi actual
'EM&V performed and reported. by .Ameren MlSSOUlJ, Cadmus, ADM alﬁ the Auditor 8§
' rcqmred by Commission rules 4 CSR 240-20. 093(})(0}(4 CSR240-20, 093(;5)(H), and 4 CSR.
240"3 164(1)(L} for Ameren Mlssourl s PY2013 demand-srde proglams girid -afe compliant \

with the terms of the 2012 Stlpulatlon.

 Yhifed tn this case on July 5, 2012 anid aipgroved by thie Coinmissior on Augdistd, 2012,
_ o
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Q. Isthe jp’int‘ position the product of EM&V - which was, pe;ﬁformgd. and reported.
consistént with the MEETA. statu’tg and therN‘IEEIA rules? |

A.  Yes. Ttis troubling that Dr, Marke has twisted and changed the plain meaning
of the MEEIA. statue and MEEIA tules to: accammodata his pbjective.of Iowermg the PY2013
annual enelgy savings and’ PY2013 annual net shared beneﬁts of Ameren Missouri’s deimand-
side programs. Dr. Marke’s -altel ation of the MEEIA stdtute and rulss are plainly evident in
his October 6, 2014 response to the chatige requests: of Ameren Missouri and Staff, s
October 22, 2014 direct testimony and his Noveiiber 17, 2014 rebuttal testittiony.

Q= Pleaso summarize how Dr, Marks has attempited to change thé- MEEIA statute:
and the MEEIA rules, |

A. By insistin_g. that the TRC is the preferred cost-effectiveness test for Missouri -
instead of a cost-effectivencss test for Misso-;frif - Dr. Marke bas. chaiiged the application of
the statute and has changed the Comimission rule 4 CSR 240-20 093(1)(C) definition of
antwial net shiated beniefits to: 1) mclude any- utlhty ﬂnanc:a] incentive: as .a program cost,™
and 2) include costs from the TRC dest instead of costs from the UCT.2' Dr. Marke's
extensive research of and reporting on the market effects adjustments and the reboﬁnd effects
.adjiisﬁﬂténts for other ‘uﬁliti’es in other states.during periods of time other than 2013 are not
based upon acma:,l‘EM&V performed and. reported n compllance ‘with Commission rules 4
CSR. 240-20; 093(15)((3)} 4 CSR 240-20, 093(,8’)(141) and 4 CSR 2403.164(1}(L) for Ameren
Mlssoun s PY2013 d_emandas_ldg programs. Specifically; OPC has uot performed any studies

and activities required by the-Commission rules to evaluate and to estitnate and/or verify the

3% Appendix to Marké direct testimony page 62 line 17 through page 63 line 23,
1 Marke rebutial testunony page 4 line 18 ihrough page s, line6,
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