
STATE OF INDIANA 
 

INDIANA UTILITY REGULATORY COMMISSION 
 

IN THE MATTER OF THE VERIFIED PETITION OF 
INDIANAPOLIS POWER & LIGHT D/B/A AES 
INDIANA FOR APPROVAL OF DEMAND SIDE 
MANAGEMENT (DSM) PLAN, INCLUDING ENERGY 
EFFICIENCY (EE) PROGRAMS, AND ASSOCIATED 
ACCOUNTING AND RATEMAKING TREATMENT, 
INCLUDING TIMELY RECOVERY, THROUGH AES 
INDIANA’S EXISTING STANDARD CONTRACT 
RIDER NO. 22, OF ASSOCIATED COSTS INCLUDING 
PROGRAM OPERATING COSTS, NET LOST 
REVENUE, AND FINANCIAL INCENTIVES. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
CAUSE NO. 46081 
 
 
APPROVED:  

 
ORDER OF THE COMMISSION 

Presiding Officers: 
David E. Ziegner, Commissioner 
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On May 31, 2024, Indianapolis Power & Light Company d/b/a AES Indiana (“AES 
Indiana” or “Petitioner”) filed its Verified Petition for approval by the Indiana Utility Regulatory 
Commission (“Commission”) of a demand side management (“DSM”) plan, including energy 
efficiency (“EE”) programs, and associated accounting and ratemaking treatment, including timely 
recovery, through AES Indiana’s existing Standard Contract Rider No. 22 (Demand Side 
Management Adjustment) (“DSM Rider” or “Rider 22”), of associated costs including program 
operating costs, net lost revenue, and financial incentives relief as further described below. On 
May 31, 2024, Petitioner also filed the testimony, attachments and workpapers of the following 
witnesses: 

• Katie Heard, AES Indiana Demand Side Management (“DSM”) Lead; 
• Erik Miller, AES Indiana Director of Resource Planning; and 
• Kimberly Aliff, AES Indiana Revenue Requirements Manager 

 
On June 10, 2024, Citizens Action Coalition of Indiana, Inc. (“CAC”) filed a petition to 

intervene, which was granted on June 19, 2024. 

On October 1, 2024, AES Indiana filed the settlement testimony and attachments of AES 
Indiana witnesses Ms. Heard and Ms. Aliff as well as a copy of the Stipulation and Settlement 
Agreement (“Settlement Agreement”). Also on October 1, 2024, the Indiana Office of Utility 
Consumer Counselor (“OUCC”) filed the settlement testimony of Brian R. Latham, Utility Analyst 
in the OUCC’s Electric Division. 

The Commission conducted an evidentiary hearing in this Cause on October 22, 2024, at 
9:30 a.m. in Room 222 of the PNC Center, 101 West Washington Street, Indianapolis, Indiana. 
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Petitioner, the OUCC, and CAC participated in the evidentiary hearing by counsel, and the prefiled 
evidence and testimony of Petitioner and the OUCC, as well as the parties’ Settlement Agreement, 
were admitted into the record without objection.  

Based upon applicable law and evidence of record, the Commission now finds: 

1. Notice and Jurisdiction. Notice of the hearing in this Cause was given and 
published as required by law. AES Indiana is a “public utility” under Ind. Code §§ 8-1-2-1 and 8-
1-8.5-1, and an “electricity supplier” pursuant to Ind. Code § 8-1-8.5-10. Under Ind. Code ch. 8-
1-8.5 and 170 IAC 4-8, the Commission has jurisdiction over AES Indiana’s DSM and EE program 
offerings and associated cost recovery. Therefore, the Commission has jurisdiction over AES 
Indiana and the subject matter of this proceeding. 

2. Petitioner’s Characteristics and Business. AES Indiana is a public utility 
corporation organized and existing under Indiana law, with its principal office at One Monument 
Circle, Indianapolis, Indiana. AES Indiana is engaged in rendering electric utility service in 
Indiana, and owns and operates, among other properties, plant and equipment within Indiana that 
are used for the generation, transmission, delivery and furnishing of such service to the public.  

3. Relief Requested. AES Indiana requests Commission approval of a DSM plan for 
the two-calendar-year period of 2025 through 2026 (the “2025-2026 DSM Plan” or “DSM Plan”). 
The 2025-2026 DSM Plan includes EE goals; a portfolio of EE programs and other DSM Programs 
designed to achieve the EE goals and demand savings; program budgets and program costs; and 
procedures for independent evaluation, measurement, and verification (“EM&V”).  

The cost recovery proposal for the DSM Plan includes a request for continued accounting 
and ratemaking procedures to recover costs through AES Indiana’s Rider 22, including the direct 
costs (including EM&V) and indirect costs of the EE and DSM programs, funds for emerging 
technology, net lost revenue, and financial incentives. With respect to the implementation 
mechanics of cost recovery via Rider 22, AES Indiana is not proposing to make any changes from 
the accounting and ratemaking treatment for the DSM Plan costs currently in effect. AES Indiana 
also does not propose to make any changes from the current methodology being used to allocate 
DSM costs between customer classes. AES Indiana does not seek approval of updated Rider 22 
billing factors in this proceeding.  

AES Indiana’s proposal for lost revenue recovery reflects the actual reduced kilowatt-hours 
(“kWh”) or kilowatt (“kW”) sales resulting from the DSM programs, as determined by the 
independent EM&V evaluator. AES Indiana requests authority to recover a tiered financial 
incentive through its Rider 22. As explained in AES Indiana’s case-in-chief, the financial incentive 
mechanism being proposed in this case is the same as that currently approved for the 2024 DSM 
Plan. Under AES Indiana’s proposal, the Income Qualified Weatherization (“IQW”) program 
would be excluded from the financial incentive.  

Consistent with current practice and as discussed in its case-in-chief, AES Indiana proposes 
to continue to utilize its existing AES Indiana Oversight Board (“OSB”) to oversee implementation 
of the 2025-2026 DSM Plan. 
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4. Parties’ Evidence.  

A. AES Indiana’s Case-in-Chief. AES Indiana’s witnesses identified the 
DSM Plan programs’ goals, budgets, and costs; discussed the demand and energy impact of and 
cost/benefit analysis for the DSM Plan; and addressed the Ind. Code § 8-1-8.5-10 (“Section 10”) 
considerations. 

Ms. Heard presented the 2025-2026 DSM Plan and associated program operating costs. 
She stated that AES Indiana seeks Commission approval for AES Indiana to deliver a reasonably 
achievable and cost-effective portfolio of DSM programs with gross energy saving projections 
totaling 364,541 MWh for the two-year period of 2025-2026. She said the portfolio consists of the 
following six residential programs and four business programs: 

Residential  
Residential Demand Response  

Efficient Products  
Multifamily  

School Education  
Home Energy Reports  

Income Qualified Weatherization 
 

Commercial and Industrial (“C&I”) 
Custom  

Load Curtailment 
Prescriptive  

Small Business Direct Install 
 
She said AES Indiana projects successful delivery of the 2025-2026 DSM Plan to require spending 
authority of $95,238,079 in program direct and indirect costs over the two-year plan period.  

Ms. Heard compared the annual energy savings and program operating costs in the 2025-
2026 DSM Plan to those set forth in the 2021-2023 DSM Plan and 2024 extension. She stated the 
average annual MWh savings goals and budgets for the 2025-2026 DSM Plan have increased 15% 
and 34% respectively compared to prior DSM Plans. She testified the factors contributing to the 
increased energy savings goals are threefold: (1) as of 2022, the residential Demand Response 
program has started claiming energy savings for smart thermostats claimed and enrolled to the 
program; (2) strong industry and market relationships in the AES Indiana territory has resulted in 
increased Multifamily participation; and (3) the implementation of the Prescriptive Midstream 
channel in 2021 has matured over the past three years, resulting in a robust pipeline of distribution 
participation. She explained the project expenditures have increased for three reasons: (1) 
increased savings compared to prior years; (2) the addition of a new Load Curtailment program; 
and (3) following 2020, inflationary pressures have resulted in higher overall costs, with 
expenditures rising from 2021 to 2025. 

According to Ms. Heard, consistent with prior Commission orders, AES Indiana requests 
spending flexibility of up to 10% of the portfolio direct costs for the 2025-2026 DSM Plan. She 
explained that spending flexibility provides AES Indiana, through its OSB, the ability to pursue 
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cost-effective energy and demand savings opportunities if interest in the market exceeds forecasted 
customer participation. She said increasing the level of participation or inclusion of additional 
measures may increase direct costs, prompting the need for additional funds. She said AES Indiana 
will continue to work with its OSB to modify budgets, as necessary, as it has in the past. 

Ms. Heard explained that AES Indiana is requesting authority to carry over unspent funds 
from the prior program year in the 2025-2026 DSM Plan period beginning in 2025. In addition, 
she said AES Indiana requests authority to carry over any unspent funds from its 2024 DSM Plan 
approved in Cause No. 45898 into the 2025-2026 DSM Plan period. She proposed unspent 
carryover funds be allocated per the same methodology for spending flexibility. She stated that, 
taking into account the two-year plan period, AES Indiana proposes to reinstate the emerging 
technology initiative at $250,000 per year, for a total of $500,000 for the 2025-2026 DSM Plan 
period. She said the emerging technology initiative will provide AES Indiana the opportunity to 
design, propose and implement new solutions throughout the two-year plan period. 

AES Indiana proposes to maintain the current composition of the AES Indiana OSB, which 
includes voting members from AES Indiana, OUCC, and CAC. Ms. Heard described the continued 
role of the OSB and ongoing reporting of DSM program impacts and expenditures. 

Ms. Heard also discussed program implementation and stated that the program will largely 
be delivered by a third-party vendor, but said that AES Indiana intends to maintain its 
administrative responsibility over the 2025-2026 DSM Plan. In partnership with its OSB, AES 
Indiana will continue to maintain responsibility for coordination and oversight of the final EM&V 
report completed annually by the independent third-party evaluator. 

According to Ms. Heard, in comparison to the most recent DSM Plans, there are three 
material changes to the 2025-2026 DSM Plan program offerings: 1) the addition of an improved 
participation customer journey; 2) an introduction of the Load Curtailment Rate program; and 3) 
the removal of the Appliance Recycling program. She explained the 2025-2026 DSM plan will 
introduce an enhanced comprehensive program design and delivery, coupled with a modernized 
multi-channel approach centralized in a single location. For example, eligible AES Indiana 
residential customers who choose to participate in the DSM programs will be able to buy a smart 
thermostat, enroll in the Demand Response program, and schedule an energy assessment all at the 
same site. She noted the demands on consumers’ attention have increased and become more varied 
as the range of digital, social, and other non-traditional media platforms has grown. She said 
consumer communication preferences range from a variety of digital and traditional platforms and 
to keep pace, AES Indiana continues to invest in technologies and systems that support customized 
engagement, a personalized experience, and increasingly, a total digital solution. She testified the 
integrated strategy of implementing the 2025-2026 DSM Plan alongside an enhanced customer 
ecosystem will enable AES Indiana to effectively execute the proposed programs. 

Regarding the new Load Curtailment Rate program, Ms. Heard said that AES Indiana 
proposed in its most recently approved base rate case (Cause No. 45911) to shift from five separate 
interruptible tariff offerings to a new, general offering for Interruptible Demand Response (“Rider 
19”) to allow service agreements with individual customers who want to participate in interruptible 
demand response programs. She said that, as AES Indiana explained in that case, Rider 19 is a 
mechanism for AES Indiana to enter into interruptible demand response contracts, like those from 
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the C&I Load Curtailment DSM program, with customers with at least 100 kW of interruptible 
demand. 

Regarding the removal of the Appliance Recycling program, Ms. Heard explained that, in 
September 2023, AES Indiana was notified by the contracted vendor that it had ceased operations 
due to the lack of financial funding. Pet. Ex. 1 at 19. She said AES Indiana has elected to remove 
the Appliance Recycling program for two reasons: (1) lack of participation demand in the market; 
and (2) a local, viable implementer is no longer available in the AES Indiana territory. 

Section A.13.5 of the Settlement Agreement approved in Cause No. 45911 states that AES 
Indiana will include a residential demand response aggregation program proposal in its RFP for 
this 2025-2026 DSM Plan. Ms. Heard said that, based upon the responses for this program in the 
RFP, AES Indiana would present a recommendation to the OSB and determine if residential 
customers would be applicable to participate in Rider 19. Also in the Cause No. 45911 Settlement, 
AES Indiana agreed to collaborate with the OSB on adding a minimum dollar per kW value for 
the rate in Rider 19 and expanding terms and conditions of participation as part of this DSM Plan.  

Ms. Heard provided further details on the RFP approach and how it was used for plan 
development. She described the timing and process for the RFP issuance and bid evaluation efforts. 
She identified the program categories presented in the RFP, the requirements of the RFP, and 
further explained how programs were developed that were not included in the RFP process.  

Ms. Heard also discussed the DSM Plan development, including stakeholder involvement. 
She explained that AES Indiana proposes to maintain the current financial incentive and lost 
revenue recovery and discussed why recovery of financial incentives and lost revenues is 
reasonable and necessary. Ms. Heard also described the requirements and steps taken by AES 
Indiana to comply with Section 10. 

Mr. Miller presented a cost benefit analysis of the two-year DSM Plan. He testified that 
the analysis was performed using the Participant Cost Test (“PCT”), the Utility Cost Test (“UCT”), 
Rate Impact Measure (“RIM”) Test, and the Total Resource Cost (“TRC”) Test. He said these tests 
are defined in 170 I.A.C 4-7-1. He added that the types of costs included in the cost and benefit 
analysis are well established and defined in the California Standard Practice Manual for Economic 
Analysis of Demand-Side Program and Projects, which is relied on throughout the country, 
including Indiana.  

Mr. Miller showed that the 2025-2026 DSM Plan is cost-effective at the overall Portfolio 
level, explaining that the Residential Portfolio has a UCT score of 1.11 when including the benefits 
and costs from the IQW program, and the C&I Portfolio has a UCT score of 2.32. He further 
discussed the 0.99 UCT score of the Commercial Load Curtailment Program, explaining that 
because this program is new, there are initial implementation costs required to start up the program 
in 2025 that are not offset by program participants and associated savings until 2026. He said that, 
looking at the cost effectiveness of the program years individually, the UCT score for the 
Commercial Load Curtailment Program in 2025 is 0.46. This initial year has a high cost with lower 
than ultimately expected participation which is typical of a newly established program. He noted 
that the program becomes cost effective in 2026 with a UCT score of 1.30 after the program gains 
participants and savings. He stated this program is expected to maintain cost effectiveness in the 
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future similar to 2026. Mr. Miller went on to discuss how the cost effectiveness tests were 
considered in the DSM Plan development. 

Mr. Miller next discussed how the 2025-2026 DSM Plan EE goals are reasonably 
achievable, consistent with AES Indiana’s 2022 Integrated Resource Plan (“2022 IRP”), and 
designed to achieve an optimal balance of energy resources in AES Indiana’s service area. He 
stated that the 2025-2026 DSM Plan is consistent with AES Indiana’s most recent long-range IRP 
and underlying resource assessment submitted to the Commission (Sections 10(j)(3)(B) and 
10(j)(9)). Mr. Miller also opined that the DSM Plan’s direct costs are reasonable in light of the 
cost of DSM selected in the 2022 IRP. He testified AES Indiana considers the effect, or potential 
effect, in both the long-term and short-term, of the proposed DSM Plan on the electric rates and 
bills of customers that participate in EE programs compared to the electric rates and bills of 
customers that do not participate in EE programs (Section 10 (j)(7)). Mr. Miller further addressed 
the independent EM&V and alignment with Section 10(j)(4). 

Mr. Miller also addressed Ind. Code § 8-1-2-0.6 and the Five Pillars of reliability, 
affordability, resiliency, stability, and environmental sustainability. He stated that AES Indiana 
understands the importance of considering the Five Pillars in utility electric service and Integrated 
Resource Planning. He said in the 2022 IRP, which served as a basis for this DSM plan, AES 
Indiana’s IRP Scorecard evaluated the Five Pillars of Utility Electric Service and State Energy 
Policy. He discussed how the IRP Scorecard included metrics representing the Five Pillars. He 
concluded that AES Indiana found that the level of DSM selected in the 2022 IRP and proposed 
in this plan is integral to the reasonable, least cost Preferred Resource Portfolio and Short Term 
Action Plan selected through the 2022 IRP process. 

Ms. Aliff’s testimony described the impact of the 2025-2026 DSM Plan on the previously 
approved cost recovery mechanism utilized in AES Indiana’s semi-annual filings (Cause No. 
43623 DSM X), including the allocation of cost recovery among the customer classes. She also 
discussed AES Indiana’s proposal to earn a financial incentive calculated as a percentage of DSM 
expenditures and how AES Indiana proposes to account for the financial incentive in the Fuel 
Adjustment Clause (“FAC”) earnings test. She explained the calculation of lost revenues and the 
method AES Indiana proposes to account for the proposed lost revenue recovery in the FAC 
earnings test; and (4) described the estimated bill impacts associated with implementation of the 
2025-2026 DSM Plan. 

Ms. Aliff testified that AES Indiana is seeking approval of the same cost recovery 
mechanism that has been previously authorized by the Commission, most recently in Cause No. 
45898, and added that AES Indiana proposes to continue to use the forecast and reconciliation 
method currently approved for program operating costs, lost revenues and financial incentives. 
She said that AES Indiana also proposes to continue to submit annual filings under Rider 22, which 
will continue to establish a January-through-December billing period for this rider.  

Ms. Aliff discussed the financial incentive mechanism and the calculation and tracking of 
lost revenues. She said the estimates of kWh consumption and kW demand reductions tie directly 
to the net kWh and net kW in the 2025-2026 DSM Implementation Plan (AES Indiana Attachment 
KH-2), which have been adjusted to reflect the net-to-gross ratio for each program to account for 
free ridership. She said that the DSM lost revenues reflected in AES Indiana’s billing for retail 
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service under Rider No. 22, including any reconciled amount of over/under recovery, will continue 
to be included in the FAC earnings test. She presented the estimated rate impact on residential 
customer using 1,000 kWh per month.  

B. AES Indiana’s Settlement Testimony. Ms. Heard opined that the 
Settlement Agreement maintains robust EE goals for each year in the Plan that are consistent with 
AES Indiana’s IRP, and positions AES Indiana and the OSB to continue to use spending flexibility 
to respond to market conditions. She said the Settlement Agreement also resolves concerns 
regarding program details and implementation, the use of spending flexibility and calculation of 
performance incentives, improvements to the OSB governance and DSM scorecard, and changes 
to the Demand Response program. 

Ms. Heard stated Section I.A of the Settlement Agreement addresses several DSM program 
and implementation-related items, including notification timelines, a process to reach agreed-upon 
changes to customer program rebate/incentives for the Prescriptive Program, program control 
enhancements, and an emerging technology budget. She said that this section formally 
acknowledges that AES Indiana will actively coordinate with its OSB to propose and review 
customer program rebate/incentive modifications that exceed 15% of the filed measure value. AES 
Indiana is committed to notifying its OSB a minimum of three business days in advance of 
requesting a vote to modify customer program rebate/incentive amounts. The parties also agreed 
the Prescriptive Program customer program rebates/incentives will be agreed upon by the OSB in 
Q4, 2024. While the final prescriptive rebate amounts have not be determined yet, for planning 
purposes, AES Indiana Attachment KH-1S reflects an average reduction of 25% customer program 
rebates/incentives for high bay lighting measures within the Prescriptive program. She stated the 
reduction of 25% from high performing products resulted in a decrease of an estimated $1,360,000 
from the Business 2025-2026 DSM Plan total budget. 

Ms. Heard testified that, in the fourth quarter of 2024, AES Indiana will collaborate with 
its OSB to evaluate suitable customer program rebate and incentive amounts for the market while 
ensuring these amounts support ongoing program engagement. For planning purposes, the 
customer program rebate/incentive amounts will be reduced by at least 25%. She stated that AES 
Indiana will also present enhanced program controls to the OSB for review in the fourth quarter of 
2024. The goal of refining program controls, particularly for the Prescriptive program, is to 
establish clear guidelines for the programs’ total budget. She explained implementing such 
controls will mitigate the risk of programs exhausting the budget mid-year. Refined program 
controls may include, but are not limited to, setting maximum quantity limits for Prescriptive 
program participants or requiring pre-approval for projects exceeding a specified amount. Finally, 
Ms. Heard stated the last DSM Plan enhancement addressed in this section is the emerging 
technology budget. She said the Prescriptive program total budget has decreased by an estimated 
total of $1,360,000. The total 2025-2026 case-in-chief emerging technology budget was $250,000 
annually. Per the Settlement Agreement, AES Indiana Attachment KH-1S includes an emerging 
technology budget of $1,000,000 annually. 

Ms. Heard stated Section I.B of the Settlement Agreement addresses spending flexibility. 
She said the Settlement Agreement preserves AES Indiana’s current ability to apply spending 
flexibility of up to 10% (inclusive) of the portfolio direct program costs for the 2025-2026 DSM 
Plan towards programs with a UCT score greater than 1.0. In addition, spending flexibility of up 
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to 10% to 15% of the portfolio direct program costs may be authorized with a unanimous vote of 
the OSB. She stated the 10% spending flexibility, when coupled with an additional 5% of the direct 
program costs, results in spending flexibility of approximately $12,908,000 available to the OSB 
to address favorable market conditions over the 2025-2026 period. She opined that these 
provisions reasonably address concerns raised by the parties and allow for reasonable flexibility 
in program funding as circumstances evolve during the period of the DSM Plan.  

Ms. Heard testified that Section I.C. of the Settlement Agreement clarifies that AES 
Indiana will maintain the existing financial incentive methodology, and that AES Indiana will 
work towards an agreeable performance incentive structure for the 2027-2029 DSM Plan. She 
explained the financial incentive approach proposed by AES Indiana in the instant case is aligned 
with Section 10 requirements and is designed to alleviate the burden of ongoing dispute on this 
particular matter. She said AES Indiana acknowledges the parties’ desire to modify the existing 
financial incentive methodology and that AES Indiana will work with its OSB in 2025 to explore 
alternative financial incentive methodologies. She stated to the extent a unanimous decision is not 
reached, AES Indiana reserves the right to propose a financial incentive mechanism in its next 
DSM Plan case, which AES Indiana plans to file in 2026. She said that, per Section I.C.2 of the 
Settlement Agreement, AES Indiana will maintain the savings goal and performance incentive 
structure as filed. Separately, any spending from emerging technologies or spending flexibility, as 
discussed above, will be associated with additional energy and/or demand savings outside of the 
savings goal as agreed to by the OSB, wherein AES Indiana will have an opportunity to earn a 
performance incentive on those additional energy and/or demand savings using the same, but 
separately calculated, performance incentive mechanism. She further noted that for purposes of 
the FAC, AES Indiana’s authorized net operating income will not be adjusted by the actual amount 
of DSM financial incentives earned for the 2025-2026 DSM Plan.  

Ms. Heard stated that Section I.D of the Settlement Agreement is intended to further 
support cooperation among the parties to review and approve a new OSB governance document. 
She said that the parties are all members of the AES Indiana DSM OSB and, as of September 2024, 
the parties are actively working towards a modified OSB Governance document. She explained 
the parties are aiming to have a formalized document available by January 2025. 

Ms. Heard stated Section I.E of the Settlement Agreement addresses the removal of the 
demand response load curtailment program. She stated that the load curtailment program is 
available through AES Indiana’s Rider 19, which does not account for opt-in or opt-out Rider 22 
AES Indiana customers. She said the parties agree that the load curtailment program for business 
should be eligible to industrial and commercial customers who have chosen to opt-out of DSM 
Plan Programs and that AES Indiana will file a separate docket by July 1, 2025 that addresses load 
curtailment as a separate rider, which includes DSM opt-out customer eligibility. She testified this 
provision reasonably addresses the parties’ desire to further discuss and refine demand response 
offerings in a way that does not delay approval of the DSM Plan. 

Ms. Heard testified that Section I.F. addresses modifications AES Indiana is making to the 
AES DSM Scorecard. 

Ms. Heard stated that all parties agree that the DSM Plan, as modified by the Settlement 
Agreement, remains compliant with Section 10. She opined that the DSM Plan remains consistent 
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with AES Indiana’s most recent IRP, as well as the State Energy Analysis. She further noted that, 
consistent with Section 10, perspectives of the OUCC and CAC (including perspectives of the 
constituents they serve) are incorporated into the Settlement Agreement.  

Ms. Heard concluded that Commission approval of the Settlement Agreement is in the 
public interest and is the product of arms-length negotiations. She stated that settling disputed 
issues through compromise is a reasonable means of resolving controversy. She stated the 
Settlement Agreement incorporates concessions by AES Indiana in comparison to the positions 
provided in the original plan. These concessions increase the challenge to achieve cost-effective 
energy savings and position the AES Indiana OSB to respond to marketplace developments.  

Ms. Aliff explained that the program modifications detailed in the Settlement Agreement 
result in a reduction to the direct program costs, thereby reducing the forecasted financial 
incentives as compared to AES Indiana’s original proposal. Ms. Aliff presented a revised estimate 
of the lost revenue for the 2025-2026 DSM Plan based on the terms of the Settlement Agreement 
and using the same methodology as in AES Indiana’s case-in-chief. She stated that there is also a 
correction to the Residential forecast lost revenue for program years 2025-2026 as well as 
persisting lost revenue from program year 2024. She explained that these forecasted amounts are 
estimates used to illustrate a bill impact of the proposed Plan and will be refined and updated 
during the course of AES Indiana’s Rider 22 proceedings and subsequently trued up to EM&V.  

Ms. Aliff testified the program modifications detailed in the Settlement Agreement only 
affect Business DSM programs. However, she provided tables showing the revised estimated 
Residential bill impact incorporating the corrections to incremental and legacy lost revenues. As 
shown in Ms. Aliff’s testimony, a residential customer using 1,000 kWh per month would see a 
forecasted DSM factor of $5.32 per month for 2025 when legacy lost revenues are included. 

C. OUCC’s Testimony. Mr. Latham provided an overview of the agreed 
settlement terms and discussed the OUCC’s support for the Settlement Agreement.  

Mr. Latham testified that the OUCC considered affordability throughout the case and 
during settlement negotiations. He said that the OUCC negotiated to ensure AES Indiana’s 
proposed DSM programs are cost-effective and that there are appropriate voting parameters within 
the OSB for using flex spending and money from AES Indiana’s emerging technology budget. He 
described the program modifications and stated the modifications AES Indiana agreed to make to 
its proposed DSM Plan will provide greater benefits to its customers. 

Mr. Latham described the Settlement Agreement terms regarding spending flexibility and 
spending rollover. He noted that all Flexible Spending amounts included within this Plan are 
specific to this Plan and are not eligible for transfer or “rollover” from any prior DSM Plan or to 
any subsequent DSM Plan. He opined that the proposed spending flexibility and rollover 
parameters benefit ratepayers and give AES Indiana the flexibility to operate the plans to greatest 
benefit to its ratepayers while giving the utility additional flexibility with OSB approval. 

With respect to performance incentives, Mr. Latham testified AES Indiana’s existing and 
proposed incentive methodology will be maintained, and that AES Indiana agrees to address 
alternative performance incentives with the OSB beginning in 2025. He stated that adding savings 
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goals for emerging technology fund use is designed to ensure ratepayer interests will be at the 
forefront of any additional spending. He said requiring unanimous OSB approval will mean that 
all consumer parties on the OSB will agree that the use of emerging technology funds will be an 
appropriate use of such budgeted funds. He added that flexing savings goals that change in relation 
to spending changes will encourage all OSB board members to maximize outcomes when 
considering spending changes. He stated it will also reward better performing programs when 
available money is allocated among the various programs as performance maximization will be 
the goal. He explained the ultimate beneficiaries should be ratepayers as the funds used in DSM 
will maximize DSM benefits. 

Mr. Latham testified the parties agree on the need for a new OSB governance document. 
He said the OSB will meet to discuss required updates to the current governance document, and 
that the new governance document will contain language to indicate it will remain effective until 
superseded by another document or the OSB is dissolved by Commission order. He said the parties 
did agree to a three-day vote deadline regarding program pauses, suspensions, and/or terminations. 

Finally, Mr. Latham discussed the future reporting measures agreed to in the Settlement 
Agreement. He stated the parties agree that AES Indiana will work with its vendor to separate C&I 
Prescriptive Program spending and savings to differentiate spending and savings for the Midstream 
rebate/incentive channel, which will be reported as a distinct program in the scorecard (both the 
Midstream channel and the Downstream channel are currently included together under Prescriptive 
on the scorecard, and not reported separately). He said that the separation of the Midstream channel 
spending and savings from the Prescriptive program spending and savings on the scorecards will 
improve OSB transparency and allow better program management. He noted AES Indiana also 
agrees to work with the OSB and its vendor to improve the AES Indiana DSM scorecard in other 
respects. In addition, the parties will also work to separate the Midstream channel in future plan 
cycles such that it is a separate program from the Prescriptive Program.  

Mr. Latham recommended the Commission approve the Settlement Agreement terms for 
AES Indiana’s DSM Plan, as filed. He said the Settlement Agreement serves the public interest by 
providing additional customer value. 

5. Commission Discussion and Findings. Petitioner requests approval of its 
proposed DSM Plan, as modified by the Settlement Agreement, for calendar years 2025-2026 and 
timely recovery of all associated program costs, including direct and indirect costs of the programs, 
costs associated with EM&V, and reasonable lost revenues for its energy efficiency programs, as 
well as financial incentives pursuant to Section 10. 

The Parties also seek Commission approval of their Settlement Agreement, which, together 
with the evidence of record, resolves all issues in this case. Settlements presented to the 
Commission are not ordinary contracts between private parties. United States Gypsum, Inc. v. 
Indiana Gas Co., 735 N.E.2d 790, 803 (Ind. 2000). Any settlement agreement that is approved by 
the Commission “loses its status as a strictly private contract and takes on a public interest gloss.” 
(quoting Citizens Action Coalition of Indiana, Inc. v. PSI Energy, Inc., 664 N.E.2d 401, 406 (Ind. 
Ct. App. 1996)). Thus, the Commission “may not accept a settlement merely because the private 
parties are satisfied; rather, [the Commission] must consider whether the public interest will be 
served by accepting the settlement.” Citizens Action Coalition, 664 N.E.2d at 406. Any 
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Commission decision, ruling, or order—including the approval of a settlement—must be supported 
by specific findings of fact and sufficient evidence, as well as a determination that the decision, 
ruling, or order is not contrary to law. United States Gypsum, 735 N.E.2d at 795 (citing Citizens 
Action Coalition of Indiana, Inc. v. Public Service Co. of Indiana, Inc., 582 N.E.2d 330, 331 (Ind. 
1991)). Therefore, before we can approve the Settlement Agreement, we must determine whether 
the evidence in this Cause sufficiently supports the conclusion that the Settlement Agreement is 
reasonable, just, and consistent with the purpose of applicable law, is not contrary to law, and 
serves the public interest. 

Indiana law strongly favors settlement as a means of resolving contested proceedings. See, 
e.g., Georgos v. Jackson, 790 N.E.2d 448, 453 (Ind. 2003) (“Indiana strongly favors settlement 
agreements.”); Mendenhall v. Skinner & Broadbent Co., 728 N.E.2d 140, 145 (Ind. 2000) (“The 
policy of the law generally is to discourage litigation and encourage negotiation and settlement of 
disputes.”) (citation omitted). A settlement agreement “may be adopted as a resolution on the 
merits, if [the Commission] makes an independent finding supported by substantial evidence on 
the record as a whole that the proposal will establish just and reasonable rates.” Mobil Oil Corp. 
v. Fed. Power Comm’n, 417 U.S. 283, 314 (1974) (emphasis in original) (internal quotation marks 
omitted); see also, e.g., Indianapolis Power & Light Co., Cause No. 39938, 1995 WL 735722 
(Aug. 24, 1995) (quoting Mobil Oil Corp., 417 U.S. at 314). 

A. Statutory Framework. Section 10(h) requires electricity suppliers, such as 
AES Indiana, to file at least once every three years, a petition for approval of plan that includes: 

(1) energy efficiency goals; 
(2) energy efficiency programs to achieve the energy efficiency goals; 
(3) program budgets and program costs; and 
(4) evaluation, measurement, and verification procedures that must include independent 

evaluation, measurement, and verification. 
 

Once such a plan has been submitted, the Commission is required to consider the following 
ten factors enumerated in Section 10(j) to determine the overall reasonableness of the proposed 
plan: 

(1) Projected changes in customer consumption of electricity resulting from the 
implementation of the plan. 

(2) A cost and benefit analysis of the plan, including the likelihood of achieving 
the goals of the energy efficiency programs included in the plan. 

(3) Whether the plan is consistent with the following: 

(A) The state energy analysis developed by the commission under 
section 3 of this chapter. 

(B) The electricity supplier’s most recent long-range integrated resource 
plan (“IRP”) submitted to the commission. 
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(4) The inclusion and reasonableness of procedures to evaluate, measure, and 
verify the results of the energy efficiency programs included in the plan, including 
the alignment of the procedures with applicable environmental regulations, 
including federal regulations concerning credits for emission reductions. 

(5) Any undue or unreasonable preference to any customer class resulting, or 
potentially resulting, from the implementation of an energy efficiency program or 
from the overall design of a plan. 

(6) Comments provided by customers, customer representatives, the office of 
utility consumer counselor, and other stakeholders concerning the adequacy and 
reasonableness of the plan, including alternative or additional means to achieve 
energy efficiency in the electricity supplier’s service territory. 

(7) The effect, or potential effect, in both the long-term and the short-term, of the 
plan on the electric rates and bills of customers that participate in energy efficiency 
programs compared to the electric rates and bills of customers that do not 
participate in energy efficiency programs. 

(8) The lost revenues and financial incentives associated with the plan and sought 
to be recovered or received by the electricity supplier. 

(9) The electricity supplier’s current integrated resource plan and the underlying 
resource assessment. 

(10) Any other information the commission considers necessary. 
 

If the Commission finds the plan to be reasonable in its entirety, the Commission shall: (1) 
approve the plan in its entirety, (2) allow the electricity supplier to recover all associated program 
costs on a timely basis through a periodic rate adjustment mechanism, (3) allocate and assign costs 
associated with a program to the class or classes of customers that are eligible to participate in the 
program, and (4) allow recovery of reasonable financial incentives and lost revenues. Section 10(k) 
and Section 10(o). If the Commission finds the plan is not reasonable because costs associated 
with one or more programs included in the plan exceed the projected benefits of the program(s), 
the Commission may exclude the program(s) and approve the remainder. Section 10(l). If the 
Commission finds the plan is not reasonable in its entirety, then the Commission’s order shall set 
forth the reasons for its determination and the electricity supplier shall submit a modified plan 
within a reasonable time. Section 10(m). 

Accordingly, we consider Petitioner’s request for approval of its proposed 2025-2026 DSM 
Plan. 

B. Ind. Code § 8-1-8.5-10(h) Requirements. It is undisputed that AES 
Indiana is an electricity supplier as defined by Section 10(a) and that it has made a submission 
under Section 10(h) seeking approval of a proposed plan. The Verified Petition in this Cause, and 
supporting evidence, include all four of the elements required to satisfy Section 10(h) as explained 
further below.  
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i. EE Goals. Section 10(c) defines “energy efficiency goals” as: all 
energy efficiency produced by cost-effective plans that are: 

(1) reasonably achievable; 

(2) consistent with an electricity supplier’s integrated resource plan; and 

(3) designed to achieve an optimal balance of energy resources in an electricity supplier’s 
service territory. 

The 2025-2026 DSM Plan portfolio is expected to achieve gross savings of 364,540,663 
kWh, broken down by program as follows:1 

 

Program 
Energy Savings Demand Savings 

Gross kWh Net kWh Gross kW Net kW 
Residential Demand  
Response 7,755,471 7,755,471 116,625 116,625 

Efficient Products 28,659,122 20,417,734 7,146 5,626 
Home Energy Report 55,620,000 55,620,000 44,323 44,323 

Income Qualified Weatherization 22,170,988 22,170,988 2,449 2,449 

Multifamily 8,739,027 8,090,151 825 830 
School Education 6,783,180 7,090,853 1,091 1,105 
Custom 69,708,325 63,365,826 7,351 6,910 
Demand Response – Commercial 

 
251,520 251,520 2,873 2,873 

Downstream 53,275,618 52,744,292 10,589 10,483 
Midstream 101,796,324 97,724,471 26,906 25,829 
Small Business Direct Install 9,781,089 9,135,308 523 424 
     
Residential* 129,727,787 121,145,198 172,459 170,957 
Business 234,812,876 223,221,417 48,241 46,519 
Direct Subtotal 364,540,663 344,366,615 220,701 217,476 
     
Portfolio Total 364,540,663 344,366,615 220,701 217,476 

* Includes Income Qualified Weatherization benefits and costs. 
 

Based on the evidence of record, we find the energy savings goal for the 2025-2026 DSM 
Plan is reasonably achievable, consistent with the IRP, and is designed to achieve an optimal 
balance of energy resources in AES Indiana’s service territory. 

 

 
1 Petitioner’s Exhibit 1,Workpaper KH-1S. 
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ii. EE Programs. The proposed 2025-2026 DSM Plan includes 
programs designed to achieve Petitioner’s EE goals. The record reflects that the parties agreed to 
several program modifications and implementation-related items, including notification timelines, 
a process to reach agreed-upon changes to customer program rebate/incentives for the Prescriptive 
program, program control enhancements, and an emerging technology budget. Mr. Latham 
testified on behalf of the OUCC that the agreed-upon program modifications will provide greater 
benefits to AES Indiana’s customers. Pub. Ex. 1 at 2. Therefore, the Commission approves the 
offering of the DSM Programs as modified by the Settlement Agreement. 

iii. Program Budgets and Costs. AES Indiana identified the annual 
budget associated with the 2025-2026 DSM Plan, as modified by the Settlement Agreement, as 
follows: 

 

Petitioner’s Exhibit 2, Attachment KH-1S.  

We find the budgets reasonably reflect the amount necessary to achieve the energy savings goals. 

Consistent with prior Commission Orders, AES Indiana initially requested spending 
flexibility of up to ten percent of the portfolio direct costs for the 2025-2026 DSM Plan. In her 
settlement testimony, Ms. Heard testified the parties agreed to maintain the ten percent spending 
flexibility option, while also permitting the use of spending flexibility up to 10% to 15% of the 
portfolio direct program costs with a unanimous vote of the OSB. She noted the parties agree that 
spending flexibility amounts are not eligible for transfer to any prior or subsequent DSM Plan.  

Mr. Latham testified that the proposed spending flexibility gives AES Indiana the 
flexibility to operate the plans to greatest benefit to its ratepayers while giving the utility additional 
flexibility with OSB approval.  

As discussed above, the parties propose to maintain AES Indiana’s existing spending 
flexibility of up to ten percent of portfolio direct costs while creating an additional opportunity, 
within specified parameters, to spend up to an additional five percent of portfolio direct costs with 
unanimous OSB approval. We find the parties’ agreement on this issue reasonably addresses 
concerns raised by the parties and allows for flexibility in program funding as circumstances 

2025 2026 Total 
Direct Costs $40,386, 163 $45,669,518 $86,055,681 

Ind irect Costs $1,850,000 $1,450,000 $3,300,000 

Sub tota l $42,236,163 $47,119,518 $89,355,681 

Financial Incentives 

Emerging Technology $ 1,000,000 $1,000,000 $2,000,000 

Spend ing Flexib ility 

Lost Revenues $4,457,660 $4,457,660 

Sub tota l $5,457,660 $5,457,660 

Total $43,808,636 $43,808,636 

Lost Revenues (Legacy) $13,822,639 $13,822,639 

Total (w/ Legacy) $57,631,275 $57,631,275 
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evolve during the period of the DSM Plan. Accordingly, we find the parties’ proposed spending 
flexibility is reasonable. 

iv. Independent EM&V and Reporting. The 2025-2026 DSM Plan 
includes a process for independent EM&V. Mr. Miller explained that AES Indiana’s evaluation 
plans are designed to meet or exceed the evaluation elements required by 170 IAC 4-8-4. He 
testified that, when EM&V standards and protocol regarding federal regulations for emission credit 
reductions are known, AES Indiana will work with both its independent evaluation vendor and 
OSB to incorporate the requirements needed to comply with any federal and/or state emissions 
credit plan.  

Mr. Miller testified that AES Indiana will consider the results of EM&V in determining 
lost revenues and the financial incentive. He said AES Indiana will true-up lost revenues and the 
financial incentive based on the most current EM&V when the final annual EM&V report for each 
Program Year is filed with the Commission. AES Indiana Witness Aliff testified that this true-up 
occurs in a subsequent annual filing that is made for Standard Contract Rider No. 22 following the 
conclusion of the annual EM&V.  

These proposals continue the EM&V process and reporting that is currently in place, and 
parties did not propose any changes. Based on the evidence presented, we find that the proposed 
EM&V procedures to independently verify the results of the DSM programs and the estimated 
EM&V costs are reasonable. Accordingly, we find that the EM&V for the 2025-2026 DSM Plan 
is reasonable and compliant with Section 10. 

C. Reasonableness of the 2025-2026 DSM Plan. Section 10(j) identifies ten 
factors the Commission must consider in determining whether a plan submitted under Section 
10(h) is reasonable. For the reasons set forth below, we find that AES Indiana’s 2025-2026 DSM 
Plan, as modified by the Settlement Agreement, is reasonable and is approved. 

i. Projected Changes in Customer Consumption (Section 10 
(j)(1)). AES Indiana identified the annual projected energy savings resulting from the 
implementation of the proposed 2025-2026 DSM Plan as modified by the Settlement Agreement, 
which are reflected in the table below. 

Program Year Program Gross Energy Savings (kWh) 
2025 176,024,473 
2026 188,516,190 

 
Pet. Ex. 1 at 9; Pet. Ex. 2, Attachment KH-1S. AES Indiana Attachment KH-1S shows the 2025-
2026 DSM Plan is also expected to result in approximately 221 MW (gross) in demand savings. 

We find these projections indicate how customer consumption of electricity is expected to 
change as a result of AES Indiana’s pursuit of the 2025-2026 DSM Plan goal. Accordingly, we 
find it is reasonable to expect a corresponding decrease in customer consumption of electricity 
compared to what it would be without the programs. 
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ii. Cost-Benefit Analysis (Section 10(j)(2)). 170 IAC 4-8-2 requires 
the use of, at a minimum, four tests — the PCT, RIM Test, program administrator cost test (or 
UCT), and TRC Test — as part of the cost-benefit analysis required by Ind. Code § 8-1-8.5-
10(j)(2). Each of these tests is designed to compare various costs and benefits from a different 
perspective. 

Mr. Miller stated that AES Indiana evaluated the cost-effectiveness of its proposed 
portfolio and DSM programs using these standard tests. He testified that the 2025-2026 DSM Plan 
is cost-effective at the overall portfolio level, with a UCT score of 1.11 for the Residential 
Portfolio, a UCT score of 2.32 for the C&I Portfolio, and an overall portfolio UCT score of 1.77.  

The record shows that the 2025-2026 DSM Plan, as modified by the Settlement Agreement, 
remains cost-effective on a portfolio basis. The total portfolio approach to cost-effectiveness is 
consistent with Commission DSM/EE policy. See Indiana Utility Regulatory Commission, Cause 
No. 42693 (April 23, 2008) at 13 (“[T]he use of cost-benefit tests provides assurance that 
individual programs or portfolios can be justified on cost-effectiveness grounds.”). 

The record further shows the parties have reasonably agreed to modifications intended to 
further improve the cost-effectiveness of the 2025-2026 DSM Plan. More specifically, the parties 
agree to coordinate through the OSB to propose and review customer program rebate/incentive 
modifications for the Prescriptive Program and to consider additional program enhancements. 
Settlement Agreement Section I.A. The parties also agreed to decrease the Prescriptive program 
total budget by an estimated total of $1,360,000, while increasing the emerging technology budget 
from $250,000 annually to $1,000,000 annually. As discussed above, Petitioner’s case-in-chief 
demonstrates that the 2025-2026 DSM Plan is cost-effective at the Residential Portfolio, Business 
Portfolio, and overall portfolio levels. With respect to the IQW program, Ind. Code § 8-1-8.5-10(h) 
authorizes the inclusion in a DSM Plan of home energy efficiency assistance programs for 
qualified customers regardless of whether the program is cost-effective. Therefore, based on the 
evidence presented, we find that the DSM Plan portfolio of programs is cost-effective and 
otherwise satisfies this statutory criterion. 

iii. Consistency with State Energy Analysis and Utility’s Most 
Recent Long-Range IRP (Section 10(j)(3)). The Commission has previously acknowledged that 
a state energy analysis that meets all the statutory criteria set forth in Ind. Code § 8-1-8.5-3 does 
not currently exist. See, e.g., Indianapolis Power & Light Co., Cause No. 45370 at 10 (Dec. 29, 
2020); Indianapolis Power & Light Co., Cause No. 44945 at 39 (Feb. 7, 2018); Ind. Mich. Power 
Co., Cause No 44841 at 28 (Sept. 20, 2017); S. Ind. Gas & Elec. Co., Cause No. 44645 at 22 (Feb. 
23, 2016). Ms. Heard explained that AES Indiana has considered the 2025-2026 DSM Plan’s 
consistency with the state energy analysis and noted that AES Indiana provided the State Utility 
Forecasting Group (“SUFG”) with information related to AES Indiana’s DSM Plan development. 
She said that AES Indiana provided information that was considered by SUFG in its development 
of the 2021 Indiana Electricity Forecast. We find that appropriate consideration has been given to 
consistency with the State SUFG Forecast and that this statutory element is satisfied. 
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Regarding consistency with AES Indiana’s most recent IRP, we found above that the DSM 
Plan EE goals, as modified by the Settlement Agreement, are consistent with AES Indiana’s most 
recent IRP. We also find that the 2025-2026 DSM Plan, as modified by the Settlement Agreement, 
is reasonable and consistent with the IRP. 

iv. EM&V (Section 10(j)(4)). For the reasons discussed above, we find 
that the EM&V for the 2025-2026 DSM Plan is reasonable and compliant with Section 10. 

v. Undue or Unreasonable Preference to Customer Classes 
(Section 10(j)(5)). Ms. Heard testified AES Indiana has made every effort to offer a robust and 
diverse group of cost-effective DSM programs for all customers. There was no evidence presented 
identifying any undue or unreasonable preference to any customer class resulting, or potentially 
resulting, from the implementation of a proposed program or from the overall design of the Plan. 
Thus, our analysis of this issue weighs in favor of the DSM Plan’s reasonableness. 

vi. Stakeholder Comments (Section 10(j)(6)). Ms. Heard testified that 
AES Indiana meets regularly with the AES Indiana DSM OSB and trade allies and considers their 
input in the development of the proposed DSM Plan. She said stakeholder input was also received 
and considered by AES Indiana as part of the IRP Stakeholder process. Additional input was 
received through the participation of the OUCC and CAC in this docketed process, resulting in the 
Settlement Agreement. Thus, to the extent they exist, comments provided by customers, customer 
representatives, the OUCC, and other stakeholders concerning the adequacy and reasonableness 
of AES Indiana DSM Plan were provided in the Parties’ evidence. Accordingly, the Commission 
has considered such comments in making its determinations in this order, and we find the 
stakeholder comments weigh in favor of the DSM Plan’s reasonableness. 

vii. Effect or Potential Effect of the Plan on Electric Rates and 
Customer Bills of Participants and Non-Participants (Section 10(j)(7)). Mr. Miller showed that 
AES Indiana considered stakeholder perspectives when analyzing the cost-effectiveness of the 
2025-2026 DSM Plan, including those of participating customers and non-participating customers. 
AES Indiana witness Aliff calculated the overall rate impact by customer class and the monthly 
bill impact on a residential customer using 1,000 kWh per month.  

As the Commission has noted before, “investing in EE today provides benefits to customers 
on many levels in the future. It is well understood that investments in EE reduce the need for IPL 
to generate energy, build or procure future supply-side resources, and can lead to the delay of, or 
even eliminate the need for costly upgrades to the utility system.” Indianapolis Power & Light 
Co., Cause No. 44945 at 41 (Feb. 7, 2018). Based on the evidence of record, we find the effects or 
potential effects of the DSM Plan on electric rates and customer bills of participants and non-
participants to be reasonable. 

viii. Lost Revenue and Financial Incentive (Section 10(j)(8)). If the 
Commission finds that an electricity supplier’s EE plan is reasonable, Sections 10(k) and 10(o) 
require us to allow an electricity supplier to recover through a rate adjustment mechanism: 

(1) Reasonable financial incentives that: 
(A) encourage implementation of cost-effective energy efficiency programs; or 
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(B) eliminate or offset regulatory or financial bias: 
 (i) against energy efficiency programs; or 
 (ii) in favor of supply side resources.  

(2) Reasonable lost revenues. 
 

Because we have found AES Indiana’s DSM Plan is reasonable, we must consider whether 
AES Indiana’s proposal provides for reasonable financial incentives and reasonable lost revenue. 
We note that 170 IAC 4-8 authorizes the provision of financial incentives and lost revenue that the 
Commission finds reasonable for other types of DSM programs. 

1. Lost Revenues. AES Indiana proposes to maintain the 
authorization to recover lost revenues incurred for all programs for: (1) the life of the measure, (2) 
three years from implementation of any measure installed, or (3) until measure-related energy 
savings are reflected in new base rates and charges, whichever occurs earlier. This methodology 
was requested and approved in the Settlement Agreement in Cause No. 45370 and continued in 
Cause No. 45898. As explained by Ms. Aliff, the net energy and demand savings used for the 
forecast of lost revenues will be based on either calculated or deemed values, as determined by 
previous EM&V results or the Indiana Technical Resource Manual (“TRM”). Where neither 
EM&V results nor an Indiana TRM value exists, AES Indiana and its vendors use representative 
savings assumptions for purposes of forecasting net savings, typically from other statewide TRMs. 
Final net impacts will be determined by EM&V. Ultimately, recorded net savings and associated 
lost revenues are trued up based on EM&V, which provides a safeguard for AES Indiana’s 
customers. 

Ms. Aliff testified that the participation in DSM programs by customers reduces kWh 
consumption and kW demand, which results in reduced revenue collections for utilities (such as 
AES Indiana) which are only partially offset by a reduction in base fuel and variable O&M costs.  

In her settlement testimony, Ms. Aliff presented updated lost revenue calculations based 
on modifications discussed in the Settlement Agreement and a correction made to prior lost 
revenue calculations. She explained the estimates will be refined and updated during the course of 
the Rider 22 proceedings and subsequently trued up to EM&V.  

Based on the evidence of record, the Commission finds and concludes that the 2025-2026 
DSM Plan proposal for recovery of lost revenues is reasonable, and AES Indiana’s proposal is 
approved. 

2. Financial Incentive. Ms. Aliff stated that AES Indiana is proposing 
to continue the tiered, performance-based financial incentive mechanism currently in place, 
calculated as a percentage of total spending on direct program costs. The financial incentive would 
be earned on all programs except the IQW program. As explained by Ms. Heard, the Settlement 
Agreement maintains the existing and proposed financial incentive mechanism for the 2025-2026 
DSM Plan period. Separately, any spending from emerging technologies or spending flexibility, 
as discussed above, will be associated with additional energy and/or demand savings outside of 
the savings goal as agreed to by the OSB, wherein AES Indiana will have an opportunity to earn a 
performance incentive on those additional energy and/or demand savings using the same, but 
separately calculated, performance incentive mechanism. 
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That said, AES Indiana acknowledged the parties’ desire to modify the existing financial 
incentive methodology and agreed to work with its OSB in 2025 to explore alternative financial 
incentive methodologies. Ms. Heard testified that, to the extent a unanimous decision is not 
reached, AES Indiana reserves the right to propose a financial incentive mechanism in its next 
DSM Plan case, which AES Indiana plans to file in 2026.  

Based on the evidence of record, the Commission finds the parties’ proposal to maintain 
the financial incentive mechanism currently in place for purposes of the 2025-2026 DSM Plan is 
reasonable and is approved. In addition, we approve the parties’ proposal for spending flexibility 
and emerging technology spending to be associated with additional energy and/or demand savings 
outside of the savings goal as agreed to by the OSB, with AES Indiana having the opportunity to 
earn a performance incentive on those additional energy and/or demand savings using the same, 
but separately calculated, performance incentive mechanism. We further find the parties’ proposal 
to discuss potential alternative financial incentive mechanisms for consideration in AES Indiana’s 
next DSM Plan case to be reasonable. 

Whenever it makes a proposal to the OSB for use of the emerging technology budget (as 
described in Section I.A.4 of the Settlement Agreement), AES Indiana shall provide the same 
information to the Commission in a compliance filing under this Cause on the same date it is 
provided to the OSB. 

ix. Utility’s Current IRP and the Underlying Resource Assessment 
(Section 10(j)(9)). Based on the evidence of record, the governing statute, and the discussion 
above, we find that the evidence demonstrates that the 2025-2026 DSM Plan, as modified by the 
Settlement Agreement, is consistent with AES Indiana’s 2022 IRP. 

x. Conclusion on DSM Plan. Based on the evidence presented in this 
case and our consideration of the factors enumerated in Section 10(j), we find and conclude that 
AES Indiana’s 2025-2026 DSM Plan, as modified by the Settlement Agreement, is reasonable in 
its entirety, in the public interest, and is approved. 

B. Program Cost Recovery. Section 10 provides that, once an electricity 
supplier’s EE plan is approved, the Commission shall allow the electricity supplier to recover all 
associated program costs on a timely basis through a periodic rate adjustment mechanism. Section 
10(k)(2). The DSM Rules also provide authorization for the recovery of such program costs. 170 
IAC 4-8-5. Ms. Aliff testified that AES Indiana is seeking approval of the same cost recovery 
mechanism that has been previously authorized by the Commission, most recently in Cause No. 
45370. Having found AES Indiana’s 2025-2026 DSM Plan, as modified by the Settlement 
Agreement, to be reasonable in its entirety, we therefore find that AES Indiana shall be authorized 
to recover its associated program costs, including direct and indirect costs of operating the 
programs, net lost revenue, financial incentive, and EM&V costs, through Rider 22 as proposed 
by AES Indiana. 

C. Oversight. AES Indiana requested approval to continue to utilize its OSB 
to assist in the administration of the 2025-2026 DSM Plan. Ms. Heard said that the AES Indiana 
OSB will have the ability to shift dollars within the portfolio using spending flexibility, as 
described above, as well as shift dollars among programs in the 2025-2026 DSM Plan, so long as 
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the approved budget is not exceeded. She added that AES Indiana requests that the OSB maintain 
its authority to approve new DSM programs during the period that these approvals are in effect 
(calendar years 2025-2026). Funding for any new program addition would not be in excess of the 
total approved spending, as authorized in this proceeding. The funds would either be moved from 
a program that is under performing or from the requested spending flexibility. No party opposed 
this proposal, and the parties further agreed to work collaboratively to review and update the OSB 
governance documents. The Commission has previously approved OSBs to oversee and monitor 
energy efficiency programs for utilities. See, e.g., Indianapolis Power & Light Co., Cause No. 
45370 (Dec. 29, 2020) at 13; Indianapolis Power & Light Co., Cause No 44945 at 45-46 (Feb. 7, 
2018) (citing Indianapolis Power & Light Co., Cause No. 44792 at 23 (Dec. 28, 2016); Ind. Mich. 
Power Co., Cause No. 43959 (April 27, 2011); S. Ind. Gas and Elec. Co., Cause No. 43427 (Dec. 
16, 2009)). Based on the evidence of record, we find AES Indiana’s proposed ongoing use of the 
OSB is reasonable. In addition, AES Indiana shall provide a copy of the new OSB governance 
document contemplated by Section I.D.1 of the Settlement Agreement within seven days of that 
document’s finalization.  

D. Program Scorecard. Pursuant to our prior orders, AES Indiana is currently 
submitting its quarterly scorecard reports and annual EM&V reports related to the 2024 DSM Plan. 
Petitioner proposed to file quarterly scorecard reports related to the 2025-2026 DSM Plan to the 
Commission in this docket. Petitioner further proposed to submit a final EM&V report on or before 
July 1 of each year, summarizing the prior year DSM efforts and evaluated results. Finally, 
Petitioner proposes to continue submitting scorecard reports to the OSB to be reviewed during 
AES Indiana’s monthly OSB meeting. These proposals continue the EM&V process and reporting 
that is currently in place. No party opposed these proposals. The parties also agreed that AES 
Indiana will work with its vendor to separate C&I Prescriptive program spending and savings to 
differentiate spending and savings for the Midstream rebate/incentive channel, which will be 
reported as a distinct program in the scorecard. The evidence of record supports the parties’ 
contention that this reporting modification will improve OSB transparency and allow better 
program management. The ongoing reporting provides the Commission a better understanding of 
the savings being achieved during the implementation of the DSM Plan. Based on our review of 
the evidence of record, we find AES Indiana’s proposed reporting, as modified by the Settlement 
Agreement, is reasonable. The quarterly scorecards and annual EM&V report associated with the 
2025-2026 DSM Plan shall be filed under this Cause. 

E. Approval of Settlement Agreement. Based upon the foregoing, the 
Commission finds that the Settlement Agreement is reasonable and consistent with the governing 
regulatory framework. The resolution of the pending matters set forth in the Settlement Agreement 
is within the scope of and supported by the evidence presented by the Parties. The Settlement 
Agreement incorporates concessions by Petitioner and reflects a reasonable compromise on all 
issues raised in this proceeding. We find the Settlement Agreement will allow AES Indiana to 
offer cost-effective EE and demand response programs to customers. 

Based on the evidence of record, the Commission finds that the Settlement Agreement is 
reasonable, is in the public interest, and is approved. Regarding future citation of this order, our 
approval should be construed in a manner consistent with our finding on the precedential value of 
settlement agreements in Richmond Power & Light, Cause No. 40434 (March 19, 1997). 
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6.  Motion for Interim Authority. On December 31, 2024, Petitioner filed an 
Agreed Motion for Interim Authority for Petitioner to Continue to Offer Its Current Demand Side 
Management Programs Until a Final Order Is Approved in This Case (“Agreed Motion”). In the 
Agreed Motion, Petitioner requests interim relief allowing it to continue offering the DSM 
programs approved in Cause No. 45898 until a final order is issued in this Cause. Petitioner also 
requests that it be permitted to “timely recover the costs associated with the DSM Plan in 2025, 
including direct and indirect costs of operating the programs, lost revenue, financial incentives, 
and evaluation, measurement, and verification costs consistent with the 45898 Order.” Agreed 
Motion at 2, ¶ 4. Petitioner states that the OUCC and CAC do not object to the Agreed Motion. 

 
Having reviewed the Agreed Motion, we deny it as moot. AES Indiana may seek recovery 

of the costs of the DSM programs approved in Cause No. 45898 that are incurred in 2025.  

IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY 
COMMISSION that: 

1. The Settlement Agreement, a copy of which is attached hereto, is approved. 

2. AES Indiana’s proposed 2025-2026 DSM Plan, as modified by the Settlement 
Agreement, including the proposed budgets, is approved. 

3. AES Indiana’s requested accounting and ratemaking treatment, including timely 
recovery of costs associated with its 2025-2026 DSM Plan, including direct (including EM&V 
costs), and indirect costs of operating the programs, net lost revenue, and financial incentive, is 
approved. 

4. The accounting procedures necessary to implement the recovery of program costs 
are approved. 

5. AES Indiana is authorized to recover all its costs associated with the 2025-2026 
DSM Plan through its Rider 22 as proposed by AES Indiana. 

6. AES Indiana shall file quarterly scorecards and an annual final EM&V report on or 
before July 1 of each year. These filings shall be made electronically under this Cause. 

7. Whenever it makes a proposal to the OSB for use of the emerging technology 
budget (as described in Section I.A.4 of the Settlement Agreement), AES Indiana shall provide the 
same information to the Commission in a compliance filing in this Cause on the same date it is 
provided to the OSB.  

8. AES Indiana shall provide a copy of the new OSB governance document 
contemplated by Section I.D.1 of the Settlement Agreement within seven days of that document’s 
finalization.  

9. This Order shall be effective on and after the date of its approval. 
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HUSTON, BENNETT, FREEMAN, VELETA, AND ZIEGNER CONCUR: 
 
APPROVED: 
 
I hereby certify that the above is a true 
and correct copy of the Order as approved. 
 
 
_______________________________ 
Dana Kosco 
Secretary of the Commission 

Dana Kosco PSC
Date
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