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Q. WHAT IS YOUR NAME AND BUSINESS ADDRESS? 1 

A. My name is Frank Lacey. My business address is 415 McFarlan Road, Suite 201, Kennett 2 

Square, Pennsylvania 19348.   3 

 4 

Q. BY WHOM AND IN WHAT POSITION ARE YOU EMPLOYED? 5 

A. I am Vice President of Regulatory and Market Strategy for Comverge, Inc. 6 

(“Comverge”). 7 

 8 

Q. WHAT IS COMVERGE? 9 

A. Comverge is a long-standing provider of intelligent energy solutions and a recognized 10 

leader in providing peak demand response services for residential and business customers 11 

throughout the country.  Comverge is the leading provider of demand response programs 12 

for utility residential customers in the United States. Comverge currently provides peak 13 

demand response services in Illinois. 14 

 15 

Q. ARE YOU TESTIFYING ON BEHALF OF COMVERGE IN THIS 16 

PROCEEDING? 17 

A. Yes. 18 

 19 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?  20 

A. The purpose of my direct testimony is to provide a rationale for the Illinois Commerce 21 

Commission (the “Commission” or “ICC”) to order Ameren Illinois Company 22 

(“Ameren” or “Ameren Illinois”) to design a pilot program for the provision of direct 23 

load control technology to participants in Ameren’s Peak Time Rebate (“PTR”) program.   24 

 25 

Q. WHAT ARE YOUR CONCLUSIONS? 26 

A. I have reviewed Ameren’s proposed PTR program and have noticed that the proposed 27 

PTR program doesn’t include a direct load control (“Direct Load Control” or “DLC”) 28 

component. I believe that Ameren’s PTR program as proposed will not likely achieve its 29 

objective of providing reliable demand response capacity during peak demand periods 30 

and thereby providing significant bill credits to PTR program participants. Therefore, I 31 
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conclude that Ameren should design a Direct Load Control pilot program to be launched 1 

simultaneously with the beginning of Ameren’s PTR service in June 2016. A pilot DLC 2 

PTR program is necessary to determine the following critical questions: how much load 3 

can be curtailed with or without DLC technology; how much demand response Ameren 4 

will be able to bid into MISO with or without DLC technology; how much revenue will 5 

be received from MISO with or without DLC technology; PTR customer satisfaction with 6 

or without DLC technology; and the costs of PTR with or without DLC technology. For 7 

the purposes of answering these key questions, the Commission previously ordered 8 

ComEd to design a pilot DLC program to begin with the onset of ComEd PTR service 9 

and kept the ComEd PTR docket open for the purpose of reviewing and approving 10 

ComEd’s pilot DLC PTR program. (ICC Docket No. 12-0484, Interim Order at 31). 11 

Considering the importance of grid reliability and the potential benefits from the use of 12 

DLC technology, Comverge is of the opinion that now is the time for Ameren to design a 13 

pilot DLC PTR program, such that it will be available for customers that wish to 14 

participate in the PTR program when it begins in 2016. 15 

 16 

Q. WHAT ARE YOUR DUTIES AND RESPONSIBILITIES AT COMVERGE? 17 

A. I am responsible for managing legislative, regulatory and market rule issues and 18 

developments across the U.S. for Comverge. 19 

 20 

Q. WHAT WAS YOUR PROFESSIONAL EXPERIENCE IN THE ELECTRIC 21 

POWER INDUSTRY PRIOR TO JOINING COMVERGE? 22 

A. I have worked in the electric power industry for twenty years, beginning immediately 23 

after earning my master’s degree.  I have worked on major industry restructuring issues 24 

including generation asset divestiture, environmental asset valuation, transmission 25 

restructuring, development of ISOs and other independent transmission entities, stranded 26 

cost valuations, retail energy restructuring and development of demand response markets.  27 

I have worked both as a consultant to industry participants and directly as an industry 28 

participant.  As a consultant, I was employed by Putnam, Hayes & Bartlett, Inc. and 29 

Arthur Andersen Business Consulting.  Within the industry, I have worked for Strategic 30 
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Energy, a Retail Electricity Supplier (“RES”), and Direct Energy, another RES that 1 

acquired Strategic Energy in 2008.  I joined Comverge in 2011. 2 

 3 

Q. HAVE YOU TESTIFIED BEFORE UTILITY COMMISSIONS AND 4 

LEGISLATIVE BODIES IN THE PAST? 5 

A. Yes.  I testified in ICC proceedings regarding Ameren Illinois’ Petition for Statutory 6 

Approval of a Smart Grid Advanced Metering Infrastructure Deployment Plan. (ICC 7 

Docket No. 12-0244). I also testified in ICC proceedings regarding the Petition of 8 

Commonwealth Edison Company (“ComEd”) for Approval of Tariffs Implementing 9 

ComEd’s Proposed Peak Time Rebate Program (ICC Docket No. 12-0484) and ComEd’s 10 

Petition for Statutory Approval of a Smart Grid Advanced Metering Infrastructure 11 

Deployment Plan (ICC Docket No. 12-0298).  I have testified numerous times before 12 

utility commissions in Ohio, Pennsylvania, Maryland and California as well.  I also have 13 

testified numerous times before state legislatures on utility matters.  Furthermore, I have 14 

been a witness in a FERC staff technical conference investigating measurement of 15 

demand response load drop in the PJM market. Most recently, I coordinated efforts by 16 

Comverge and other demand response providers to seek review by FERC of proposed 17 

changes by PJM to demand response rules. Our efforts resulted in a FERC Order in favor 18 

of Comverge and other demand response providers.  (FERC Docket No.  EL13-57, Order 19 

Granting Complaint, April 19, 2013). My CV, which highlights my professional 20 

experience and references the testimony that I have presented previously, is attached as 21 

Exhibit 1.1.  22 

 23 

Q. WHAT IS COMVERGE’S INVOLVEMENT IN PROGRAMS UTILIZING 24 

ENABLING DIRECT LOAD CONTROL TECHNOLOGY FOR UTILITIES’ 25 

RESIDENTIAL CUSTOMERS?  26 

A. Comverge has administered and run on behalf of utilities multiple large scale residential 27 

direct load control programs in electric utility service territories throughout the U.S. 28 

These DLC programs have provided capacity for both regional transmission 29 

organizations (“RTOs”) and electric utilities.    30 

 31 
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Q. WHERE IS COMVERGE CURRENTLY RUNNING UTILITY RESIDENTIAL 1 

PROGRAMS UTILIZING DIRECT LOAD CONTROL TECHNOLOGY? 2 

A. Comverge has experience in a multitude of localities amid varying regulatory and 3 

legislative environments. We have utility residential programs located in Idaho, 4 

Maryland, California, Iowa, Oklahoma, Pennsylvania, Texas, Arizona, North Carolina, 5 

Virginia, Utah, New Jersey and New Mexico. 6 

 7 

Q. HOW DO THESE PROGRAMS GENERALLY WORK? 8 

A. Participants are typically recruited into these mass market residential demand response 9 

programs and are enabled with direct load control technology devices at their residences 10 

using enterprise class software integration. The DLC devices typically provided to 11 

participants are programmable communicating thermostats (“PCTs”) and/or direct control 12 

units (“DCUs”). PCTs work by adjusting the temperature remotely utilizing technology 13 

which automatically reduces load from air conditioning (“A/C”) units during curtailment 14 

events. DCUs work by remotely and automatically cycling an air conditioning unit to 15 

reduce load. Advanced DCUs also have the capability to program up to four discrete 16 

loads at a residence whereby the residential customer may program multiple A/C loads, 17 

water heater load and/or a pool pump load to be remotely controlled during curtailment 18 

events. Comverge can uniquely provide to utilities as part of these programs the amount 19 

of potential peak load drop on the utility network and also the ability to “shape” this load 20 

drop across various aspects of the utility’s service territory. The utility then can use the 21 

PCT and DCU resources if necessary to preempt high peak demand periods, which 22 

reduces strain on the utility system, enhances reliability, avoids the construction of 23 

peaking generating capacity units which run infrequently, and decreases the need for 24 

investment in transmission and distribution infrastructure. 25 

 26 

Q. WHAT LEVELS OF RELIABLE PEAK LOAD DROP CAN BE ACHIEVED 27 

WITH A RESIDENTIAL DIRECT LOAD CONTROL PROGRAM? 28 

A. Based on Comverge’s experience, a residential direct load control program can achieve 29 

reliable load drop of at least 1 kW per residence which has central air conditioning.  30 

 31 
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Q. WHY IS COMVERGE INTERVENING IN ILLINOIS? 1 

A. Congress required the Federal Energy Regulatory Commission (“FERC”) to develop a 2 

National Action Plan on Demand Response. This National Action Plan on Demand 3 

Response puts State and local governments, rather than the Federal government or private 4 

entities, into the most important roles regarding the development of demand response 5 

programs.  The goal of Congress to realize the nation’s demand response potential is only 6 

achievable through cooperation between industry and regulators. Comverge has placed 7 

itself on the forefront of this initiative. As a result of Comverge’s active intervention in 8 

ComEd’s PTR case, the Commission by unanimous vote ordered ComEd to design a pilot 9 

DLC PTR program for residential customers to be initiated simultaneously with ComEd’s 10 

PTR service. Comverge is intervening in the instant proceeding for the purpose of 11 

achieving the same objective for Ameren’s residential customers. 12 

 13 

Q. WHY IN YOUR OPINION IS THE REALIZATION OF THE NATION’S 14 

DEMAND RESPONSE POTENTIAL A GOAL OF THE NATIONAL DEMAND 15 

RESPONSE ACTION PLAN? 16 

A. System peaks on utility networks can be met either by producing peak power or reducing 17 

system demand.  The implementation of demand response programs can be achieved at a 18 

significantly lower cost than constructing and utilizing a peaking generator.  Demand 19 

response is the proverbial low hanging fruit and has been proven through years of 20 

investment in hardware, software and demand management services.  Demand response 21 

programs utilizing direct load control technology provide peak capacity in the electricity 22 

market at a cost that is significantly lower than the cost of traditional peaking capacity.  23 

The potential benefits from demand response are quite significant.  Approximately 20% 24 

of a customer’s cost of electricity is a result of electricity costs incurred during the 1% of 25 

hours of the year with the highest peaks in demand (i.e., < 100 hours annually). It has 26 

been estimated that a 5% reduction in U.S. demand for generation capacity through 27 

demand response during high peak periods would result in $35 billion of benefits.   28 

 29 
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Q. ARE THERE OTHER BENEFITS OF DIRECT LOAD CONTROL DEMAND 1 

RESPONSE PROGRAMS OTHER THAN PROVIDING LOW COST PEAK 2 

CAPACITY? 3 

A. There are significant benefits beyond providing low cost peak capacity from demand 4 

response programs using enabling direct load control technology.  Notably, when DLC 5 

technology is deployed in a market, it reduces capacity prices generally and also can 6 

reduce energy prices when the demand response resource is called upon.  Other easily 7 

identifiable societal benefits are reduced carbon emissions from avoided electricity 8 

generation, as well as avoided transmission and distribution costs.  Also flowing from the 9 

reduced energy usage resulting from demand response is avoidance of environmental 10 

damage from pollutants such as sulfur dioxide, nitrogen oxide, and particulate matter. 11 

Moreover, demand response allows for greater integration of renewable resources into the 12 

grid resulting in increased national energy security.  13 

 14 

Q. HAVE YOU REVIEWED AMEREN’S PTR PETITION AND SUPPORTING 15 

TESTIMONY IN THIS CASE? 16 

A. Yes, I have. 17 

 18 

Q. WHAT IS YOUR UNDERSTANDING OF THE PTR PROGRAM’S DESIGN AND 19 

FUNCTION AS PROPOSED BY AMEREN WITHOUT DIRECT LOAD 20 

CONTROL TECHNOLOGY? 21 

A. As proposed by Ameren, the PTR program will enroll Ameren Illinois residential 22 

customers who have received smart meters and opted-in to the PTR program. PTR 23 

participants will be notified at least an hour in advance of the start of curtailment events, 24 

which are either MISO Emergency Events or Ameren scheduled curtailment events. At 25 

that point, PTR participants will be asked to manually reduce energy load in their 26 

households during the curtailment event. Ameren proposes to furnish bill credits to PTR 27 

participants who reduce their energy load during the curtailment events funded by 28 

revenues generated by bidding demand response capacity from the PTR program into 29 

MISO’s capacity market. Ameren also has indicated that it cannot guarantee PTR 30 

participant response during curtailment events, and will not financially penalize or seek 31 
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to remove those customers from the PTR program who do not curtail their usage during 1 

curtailment events. Ameren proposes that the demand response capacity created by the 2 

PTR program participate in MISO’s capacity programs as a Demand Resource Load 3 

Modifying Resource (“LMR”) registered with MISO. The amount of capacity from the 4 

PTR program registered as a LMR and the revenues that may flow from that registered 5 

capacity is dependent on MISO accepting Ameren’s projections of how its PTR 6 

participants will reduce load in response to requests to curtail.  7 

 8 

Q. DO YOU HAVE CONCERNS ABOUT THE PTR PROGRAMS’ VIABILITY AND 9 

LONG TERM SUCCESS? 10 

A. Yes, I do. Ameren’s filing has left me with unanswered questions about the proposed 11 

PTR program due to a lack of hard data included with the filing. I believe that a 12 

simultaneous DLC PTR pilot could help provide this hard data and answer questions 13 

about how much load reduction Ameren Illinois will be able to bid into the MISO 14 

capacity auctions from PTR participants with and without direct load control technology. 15 

Ameren has indicated in its response to a data request in this docket that no analysis has 16 

been conducted to evaluate the amounts of load reduction which can be achieved under 17 

their proposed PTR program. I have attached this data response as Comverge Exhibit 1.2. 18 

Ameren has further indicated in this data response that such study will be expected to be 19 

submitted to MISO in early 2016. Right now, it is not possible for any party to be able to 20 

determine with accuracy the ability for Ameren to achieve capacity reductions and 21 

thereby generate revenue from the PTR program. A DLC PTR pilot will be able to 22 

demonstrate whether the program has long-term viability with or without DLC 23 

technology while at the same time minimizing initial investment in technology to test its 24 

viability and impact on revenues obtained from the MISO capacity market.  25 

 26 

Q. DO YOU HAVE CONCERNS ABOUT AMEREN’S PROPOSED 27 

REGISTRATION WITH MISO OF THE CAPACITY FROM ITS PROPOSED 28 

PTR PROGRAM AS A LOAD MODIFYING RESOURCE? 29 

A. Yes. Ameren’s ability to successfully register a significant amount of capacity from the 30 

PTR program as a Load Modifying Resource (“LMR”) without direct load control is 31 
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highly speculative. Under MISO’s Business Practice Manual (“BPM”) and applicable 1 

tariffs, excerpts of which I have attached as Comverge Exhibits 1.3 and 1.4, registration 2 

of a Demand Resource as a LMR commits the resource to respond to any MISO 3 

Emergency Event. In recognition of this important responsibility, MISO grants to the 4 

resource Planning Resource Credits (“PRCs”) in an amount equal to the amount of load 5 

reduction provided by the resource at the expected time of MISO’s annual peak demand. 6 

Under Ameren’s proposed PTR tariff, the customer would receive a minimum of only 7 

one hour notice of the beginning of a MISO Emergency Event. In light of the one hour 8 

notice requirement and the fact that Ameren’s proposed PTR program relies entirely on 9 

manual responses to curtailment events, I believe that Ameren’s registration of PTR 10 

capacity as a LMR without the use of DLC technology will at best result in MISO only 11 

accepting a small amount of capacity for which Ameren would be compensated.  12 

 13 

Q. GREGORY WEISS TESTIFIED ON BEHALF OF AMEREN THAT AMEREN’S 14 

PTR WILL QUALIFY AS A LMR. HOW DO YOU RESPOND? 15 

A. Mr. Weiss never addressed the key requirement of MISO’s applicable tariffs that a 16 

Demand Resource for which curtailment is not an obligation during Emergency Events 17 

declared by the Transmission Provider (i.e. MISO) pursuant to the Transmission 18 

Provider’s emergency operating procedures will not qualify as an LMR. (See Exhibit 1.4 19 

attached to this direct testimony). Even if MISO does accept PTR load without direct 20 

load control technology as meeting this requirement, how much capacity from the PTR 21 

program will qualify as a LMR is an open question. The amounts of capacity that will be 22 

accepted by MISO from PTR without direct load control will most likely be a very small 23 

portion of what would be accepted if DLC technologies were provided to PTR 24 

participants because MISO will be unable to effectively rely on manual customer 25 

responses to one hour calls to curtail during Emergency Events. Ameren stated in 26 

response to a data request in this docket that Ameren discussions with MISO employees 27 

never touched on the specifics on how to register a LMR and the amounts of expected 28 

load reduction. This data response is attached as Comverge Exhibit 1.5.  29 

 30 



Comverge Exhibit 1.0 

9 

 

Q. IS IT YOUR OPINION THAT THE USE OF DIRECT LOAD CONTROL 1 

TECHNOLOGY IS A BETTER APPROACH FOR A DEMAND RESPONSE 2 

PROGRAM COMPRISED OF RESIDENTIAL CUSTOMERS?   3 

A. Yes.  The load drop achieved with direct load control technologies is far more reliable 4 

than relying only on consumer behavior to curtail load.  Given that MISO’s primary 5 

responsibility is ensuring the reliability of the regional electric grid, I believe that MISO 6 

would view Direct Load Control as a superior methodology for a residential demand 7 

response program. MISO will have to judge whether a demand response resource will be 8 

available when called during Emergency Events. The use of DLC would make it much 9 

more viable for MISO to rely on PTR demand response resources to be called upon 10 

successfully. Since MISO’s primary function is to ensure reliability in its footprint, the 11 

RTO should have a bias towards the more reliable methods of demand response such as 12 

DLC technology.  As a result, MISO should accept a much higher curtailment projection 13 

through the mechanism of allowing more capacity from the PTR program to be registered 14 

as a LMR if DLC technologies are provided to PTR participants.  15 

 16 

Q. CAN YOU EXPLAIN WHY YOU BELIEVE DIRECT LOAD CONTROL IS 17 

MORE RELIABLE FROM MISO’S PERSPECTIVE?   18 

A. Direct load control technologies enable the control of electricity usage during peaks in an 19 

automated fashion.  It does not matter whether the residential customer is at home or not.  20 

Direct load control technologies enable a very precise amount of peak load drop which 21 

can be executed in a very short amount of time and do not require the customer to take 22 

any action at the time of curtailment. MISO even offers a separate Direct Load Control 23 

classification for LMR registrations.  24 

   25 

Q. IF DLC IS ADOPTED AS PART OF THE PTR PROGRAM, ARE YOU 26 

SUGGESTING THAT DIRECT LOAD CONTROL TECHNOLOGIES WOULD 27 

CAUSE THE AIR CONDITIONING IN A RESIDENCE TO GO OFF FOR 28 

SEVERAL HOURS AT A TIME DURING A CURTAILMENT EVENT? 29 

A. No.  Direct load control technologies allow their operator to manage the load at a 30 

residence through automation and keep the residence at a comfort level consistent with a 31 
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customer’s desires during an event.  For example, if everyone in the residence is out all 1 

day, that customer might want to earn maximum payments from the PTR program and 2 

therefore request that their air conditioning be totally cycled off during events.  On the 3 

other hand, if some of the family was at home regularly during the day, the DLC 4 

technologies can be programmed to cycle the air conditioning at certain percentages of 5 

what it ran prior to the curtailment event.  This approach keeps the residence comfortable 6 

during the event.  To maintain significant levels of load drop and comfort without DLC 7 

technologies, the customer would have to adjust the thermostat several times every hour, 8 

a scenario that is impractical over a six hour curtailment event.  9 

 10 

Q. ARE THERE ANY OTHER CONCERNS YOU HAVE WITH THE AMEREN  11 

 PTR PROGRAM AS PROPOSED? 12 

A. Ameren is required under MISO Module E, Tariff 69.3.9 to pay penalties if the LMR 13 

does not perform as expected if called upon by MISO. I have attached a copy of this tariff 14 

as Comverge Exhibit 1.6. To the extent that MISO does allow a significant amount of 15 

capacity to be registered as a LMR from the PTR program without DLC, Ameren is 16 

facing significant penalty risk for non-responsiveness during MISO Emergency Events.  17 

Ameren would likely attempt to pass through these penalties to consumers. 18 

 19 

Q. DIDN’T MISO RECENTLY HOLD ITS FIRST ANNUAL CAPACITY AUCTION 20 

AND THE PRICES PAID FOR CAPACITY WERE LOW DUE TO THE LARGE 21 

AMOUNT OF CAPACITY BEING BID INTO THE AUCTION? 22 

A. Yes. The amount being paid for capacity in the first MISO annual capacity auction was 23 

only $1.05 per Megawatt-Day. 24 

 25 

Q. DO THESE LOW CAPACITY PRICES CHANGE YOUR VIEW THAT AMEREN 26 

SHOULD DESIGN A DLC PTR PILOT TO BE IMPLEMENTED AT THE SAME 27 

TIME AS AMEREN’S PTR SERVICE BEGINS IN JUNE 2016? 28 

A. No. Capacity prices are expected to rise significantly in the future as coal plants are either 29 

retired or substantially modified as a result of environmental regulations and other 30 

factors. It is critical that Ameren gain experience now on how its residential customers 31 
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can effectively and efficiently reduce demand through a DLC PTR pilot program so DLC 1 

can be effectively deployed when it becomes critical to meeting capacity needs in the 2 

most cost-effective manner.  In fact, Ameren indicated in a response to a data request 3 

showing projected MISO capacity prices increasing substantially on an annual basis from 4 

2016 – 2024 that the MISO market is expected to reach load and generation equilibrium 5 

in planning year 2021-22. According to Ameren’s data response, this means that capacity 6 

is expected to be valued at the cost of replacement generation capacity at that time. Since 7 

DLC enabled capacity reductions come at a cost significantly below replacement 8 

generation, working knowledge by Ameren Illinois of the use of direct load control to 9 

reduce capacity needs is necessary long before the generation and load equilibrium is 10 

expected to be reached.  11 

 12 

Q. ARE THERE ANY OTHER REASONS YOU BELIEVE THAT 13 

IMPLEMENTATION OF A DLC PTR PILOT IS IMPORTANT AT THIS TIME? 14 

A. There are several other reasons that deployment of a DLC PTR pilot is important.  First 15 

of all, I am advised by counsel that section 5/8-103 of the Illinois Public Utilities Act 16 

requires that Ameren implement cost-effective demand response programs to reduce peak 17 

demand for its electricity supply customers by 0.1% per year. (220 ILCS 5/8-103). 18 

Deployment of a DLC PTR program will help Ameren meet those requirements in a cost-19 

effective manner.  Second, the hard data produced from a DLC PTR pilot program will 20 

show the peak demand reduction potential of DLC and illustrate what DLC technology 21 

should be implemented to comply with the statutory requirements. Third, that same data 22 

will be used to ensure that PTR program participants are fully equipped with the best 23 

tools to participate in the PTR program.  Finally, as discussed above, the Commission 24 

previously ordered ComEd to design a pilot DLC program for their PTR program to 25 

provide answers to the underlying questions necessary to address the pros and cons of 26 

using direct load control technology versus merely relying on manual consumer behavior 27 

for purposes of curtailing energy use during times of peak demand. (ICC Docket No. 12-28 

0484, Interim Order at 26-33). Ameren customers can benefit from the same type of 29 

analysis in this market.   30 

 31 
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Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 1 

A. Yes. 2 


