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INTRODUCTION AND BACKGROUND 1 

Q. What is your name and business address?   2 

A. My name is Geoffrey C. Crandall.  My business address is MSB Energy Associates, Inc., 3 

6907 University Ave. #162, Middleton, Wisconsin 53562.   4 

 5 

Q. On whose behalf are you testifying today?   6 

A. I am testifying on behalf of the Environmental Law and Policy Center. 7 

 8 

Q. Please describe your background and experience in the field of gas and electric 9 

utility regulation.   10 

A. I am a principal and the Vice President of MSB Energy Associates, Inc.  I have over 39 11 

years of experience in utility regulatory issues, including energy efficiency, conservation 12 

and load management resources program design and implementation, resource planning, 13 

restructuring, mergers, fuel, purchase power and gas cost recovery and planning analysis, 14 

and related issues.  I have provided expert testimony before more than a dozen public 15 

utility regulatory bodies throughout the United States.  I have provided expert testimony 16 

before the United States Congress on several occasions. 17 

 18 

My experience includes over 15 years of service on the Staff of the Michigan Public 19 

Service Commission (MPSC).  In my tenure at the MPSC, I served as an analyst in the 20 

Electric Division (Rates and Tariff section) involving rate as well as fuel and purchase 21 

power cases.  I also served as the Technical Assistant to the Chief of Staff and Supervisor 22 

of the Energy Conservation Section involving residential and commercial energy 23 
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efficiency programs.  I also served as the Division Director of the Industrial, Commercial 1 

and Institutional Division.  In that capacity, I was Director of the Division that had 2 

responsibility for the energy efficiency and conservation program design, funding, and 3 

implementation of Michigan utility and DOE-funded programs and initiatives involving 4 

Industrial, Commercial and Institutional gas and electric customers throughout Michigan. 5 

 6 

In 1990, I became employed by MSB Energy Associates, Inc. and have served clients 7 

throughout the United States on numerous projects related to energy efficiency and load 8 

management program development, system planning, fuel, purchase power and gas cost 9 

recovery assessments, electric restructuring, customer impact analyses, and other issues.  10 

My curriculum vitae is attached as ELPC Exhibit 1.1.   11 

 12 

Q. What is the purpose of your testimony?   13 

A. The purpose of my testimony is to address the reasonableness of the Energy Efficiency 14 

Portfolio Plan (Plan) submitted by the Illinois Department of Commerce and Economic 15 

Opportunity (DCEO).   16 

 17 

Q.       What recommendations do you have regarding the reasonableness of DCEO’s 18 

proposed plan? 19 

A.        After reviewing the plan, testimony, exhibits, and supporting materials as well as 20 

responses to discovery questions I have the following recommendations:  21 

 DCEO should not be authorized the flexibility it seeks to modify programs, 22 

budgets and any component of its portfolio, at its sole discretion  23 
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 DCEO should work with the Stakeholder Advisory Group (SAG) and utilities to 1 

develop specific guidelines for the self-direct program  2 

 DCEO should not be allowed to apply the net to gross (NTG) framework it has 3 

proposed in this docket  4 

 DCEO should pursue the development of a Data Center Pilot Program 5 

 6 

I recommend that the Commission direct DCEO to revise its proposed Plan and address 7 

these concerns, as described more fully in this testimony. 8 

 9 

FLEXIBILITY TO MODIFY PROGRAMS 10 

Q.  Do you have concerns regarding DCEO’s request to be granted authorization to 11 

modify programs and shift funding as it sees fit between programs during the three-12 

year plan period? 13 

  A. Yes.  On page 17 of its Plan, DCEO explains the criteria it used to formulate the 14 

programs and portfolio including, “The need for program flexibility to allow market 15 

response.”  16 

 17 

Q. Did DCEO address its request for portfolio flexibility elsewhere in its filing?  18 

A.  Yes.  On Page 42 of Witness Mrozowski’s testimony, she summarizes the actions that 19 

DCEO requests the Commission take in this docket.  Her third point in this summary is a 20 

one-sentence request that the Commission grant DCEO flexibility so that it can 21 

unilaterally modify programs and shift funding over the duration of the plan in order to 22 

react to market conditions. 23 
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Q. What are your concerns regarding DCEO’s flexibility request? 1 

A. DCEO’s proposal would devalue the work of the SAG process and obviate the need for 2 

the statutorily required three-year review process. DCEO’s request for flexibility is vague 3 

as to what authorization it is seeking as well as the reason and need for such 4 

authorization, having described the request in only two sentences in its entire filing.  For 5 

example, the request to modify programs could potentially allow DCEO to temporarily 6 

stop, start, suspend, expand, reduce, delete or add measures, and otherwise modify 7 

programs at its sole discretion.  The purpose of the SAG process and the three-year plan 8 

approval process before the Commission is to allow sufficient time, healthy exchange of 9 

ideas, and public input to systematically and methodically consider many possible 10 

measures, programs, marketing strategies, implementation strategies, etc. to develop a 11 

successful plan.  DCEO has immense flexibility in the current process to consider the 12 

input of the public, trade allies, SAG members and others in formulating its plan.  The 13 

pre-approval process for energy efficiency plans is a traditional and long-established 14 

method that is common in many jurisdictions and has worked well.  DCEO has not 15 

offered an acceptable or sufficient justification for its request to devalue the existing 16 

process this request. 17 

  18 

Q. Are there potential downsides should the Commission allow DCEO to have the 19 

flexibility it seeks? 20 

A. Yes.  The Commission has been assigned key formative and oversight responsibilities 21 

under Per 22 ILCS 5/8-103 and 104.  Those responsibilities are to ensure that all the 22 

parties who have duties related to energy efficiency planning, implementation, 23 
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monitoring, evaluation, verification and other statutory requirements are completing 1 

those tasks and are making a good faith effort. Granting authorization for unconstrained 2 

or unspecified flexibility to DCEO could impede public input, trade ally support and 3 

ultimately the success and cost effectiveness of the energy efficiency programs.  If the 4 

Commission was to authorize DCEO to modify its programs and shift resources in an 5 

unconstrained manner it affords DCEO the opportunity to terminate programs, create, 6 

adopt and initiate a new program at any time during the plan period. For example, if the 7 

Commission were to grant DCEO this request it could hypothetically eliminate several 8 

statewide programs to a program that affects only a small geographic area.   9 

 10 

Q. Do you have a recommendation for how much flexibility DCEO should have? 11 

A. Some amount of program implementation flexibility that is well-defined such as 12 

modifying rebate levels, improving intake or delivery methods, customer awareness and 13 

marketing mechanisms, changes to forms and intake procedures, etc. may be useful and 14 

potentially beneficial in the implementation and fine-tuning of programs.  However, 15 

DCEO’s request has not been substantiated or clearly articulated and described.  As it 16 

currently stands, DCEO’s request for flexibility to modify programs and budgets without 17 

guidelines, standards or Commission guidance would be too far reaching and should not 18 

be authorized by the Commission.  19 

 20 

 21 

  22 

 23 
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NATURAL GAS SELF-DIRECT PROGRAM 1 

Q.  Are some large customers exempt from the natural gas energy efficiency programs 2 

and paying a portion of energy efficiency plan costs?  3 

A. Yes.  Per 22 ILCS 5/8-104(m), under certain circumstances some large gas customers 4 

may be qualified and permitted to apply for self-directing or exempt status.  Eligibility 5 

involves a number of factors such as having specific North American Industry 6 

Classification System code numbers, using more than four million therms annually in a 7 

particular service territory or eight million therms statewide, etc.  If qualified, the 8 

customer must establish an energy efficiency reserve fund and use those funds for 9 

applicable energy efficiency improvements.     10 

 11 

Q. Was DCEO designated as the state agency responsible for receiving, processing and 12 

monitoring the self-direct applications and program overall? 13 

A. Yes.  DCEO is statutorily obligated to develop self-direct application guidelines and 14 

forms, reviewed and process applications, accepted or rejected applications, and receive 15 

and review annual reports from approved self-direct customers. DCEO also has the right 16 

to audit the information provided in the application and annual reports submitted by self-17 

direct customers.  18 

 19 

Q. Why did DCEO raise concerns regarding the Natural Gas Self-Direct Program in its 20 

Plan filing?  21 

A. On page 33 of Witness Mrozowski’s testimony, she explains that DCEO has concerns 22 

regarding the lack of details and specificity for this program in the statute.  This 23 
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vagueness causes DCEO difficulties with respect to administrative support, enforcement 1 

mechanisms, and project verification uniformity and consistency with the other Section 2 

8-104 and Section 8-103 related energy efficiency resource policies, procedures and 3 

programs.  The concerns center on a desire to make the self-direct program more 4 

effective and accountable. For example, the law does not specify if the eligible self-direct 5 

energy efficiency projects require measures or entire projects to pass the Illinois Total 6 

Resource Cost Test.  If not, then presumably self-direct customers may rely on their 7 

preferred economic criteria, which could include, for example, a one-year simple payback 8 

using a participant cost test or some other unknown economic criteria.  According to 9 

Witness Mrozowsoki, on page 32 of her testimony, self-direct customers estimate that 10 

during the first year of the program approximately five millions therms would be saved 11 

annually, even though these reported savings have not been verified or evaluated by an 12 

independent evaluator.  This is a significant issue because these self-direct alleged 13 

savings are significantly greater in the first year than the gas savings DCEO expects to 14 

generate with its entire portfolio in the first year. 15 

  16 

Q. What solution does DCEO offer regarding its concerns about lack of verification 17 

and accountability for the savings reported from self-direct projects? 18 

A. DCEO has indicated that as a result of the significant size and impact of customers in the 19 

program it intends to craft a more effective and accountable self- direct program.  DCEO 20 

has not, however, provided any details about how it will improve the program. 21 

 22 

 23 
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Q. What do you recommend the Commission do in response to this problem?  1 

A. The Commission should recognize that the self-direct program is (reportedly) producing 2 

a significant amount of natural gas savings in excess of the natural gas savings of all of 3 

DCEO’s program efforts combined during the plan period, but is not currently being 4 

properly verified to ascertain if these are real efficiency savings.  Under Illinois law, the 5 

Commission may not open an investigation into the program before October 2014.  Since 6 

DCEO is handling the day-to-day activities related to the self-direct program and is 7 

willing to “craft a more effective and accountable Self Direct Program,” (See Witness 8 

Mrozowski Direct Testimony, page 33), the Commission should request that DCEO, the 9 

SAG and utilities develop specific program guidelines, including savings verification 10 

options consistent with methods used by Illinois Utilities and program implementers in 11 

Section 8-103 and 8-104 programs.  The self-direct guidelines, program revisions and 12 

recommendations should be developed and submitted to the Commission and the DCEO 13 

within six months of the Order in this proceeding.    14 

 15 

NET TO GROSS FRAMEWORK 16 

Q.  What is a net to gross assessment? 17 

A. A NTG assessment estimates and separates the projected gross energy savings from the 18 

naturally occurring and directly attributable program-induced savings to determine a 19 

NTG value. Determining an energy efficiency program’s NTG value is an important 20 

factor to be considered in program design, monitoring and evaluation because a NTG 21 

value quantifies the bona fide energy savings resulting from an energy efficiency 22 

program.  Consideration of external influences, e.g., free riders (those program 23 
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participants who would have secured the energy efficiency products on their own without 1 

the encouragement or utilization of financial incentives and program activities) and 2 

spillover impacts (non-participating customers whom the program influenced to take 3 

actions to save energy even though they did not directly receive financial incentives or 4 

participate in the program).  The determination of the (ex post) NTG value is not known 5 

until after the program has been operational.   6 

 7 

Q. Over the past several years has there been an effort to revise the Illinois NTG 8 

application and methodology?   9 

A. Yes.  The SAG developed a reasonable framework in cooperation with trade allies and 10 

the utilities. That framework provides for the application of the NTG ratios as they 11 

become available, predominantly on a prospective basis.  A key element in this procedure 12 

is that once the evaluation team renders its opinion and SAG reviews and agrees on an 13 

appropriate NTG value for a program, the information is applied to the program as soon 14 

as possible, predominantly on a prospective basis.  Therefore program managers are able 15 

to realign rebate levels applied to various measures and to minimize free ridership to 16 

better meet program goals and improve program effectiveness. 17 

 18 

Q. Did you participate in development of this revision to the Illinois NTG application 19 

and methodology? 20 

A. Yes. I have been involved in the SAG process of developing a revised net to gross 21 

framework.  While there was no resolution of the revised framework as of the time that 22 

DCEO filed its Plan in this case, a revised net to gross framework has been agreed to by 23 
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SAG non-utility participants.  The key elements of the revised net to gross framework are 1 

attached. See ELPC Exhibit 1.2. 2 

 3 

Q. Is the new Illinois NTG similar to what DCEO is proposing be applied to it in this 4 

case? 5 

A.  No.  DCEO is asking for different treatment with respect to net to gross assessments for 6 

its programs.  DCEO modeled and developed its programs under the assumption that all 7 

public sector programs have an 80% net to gross rate and low income program have a 8 

90% net to gross rate (assuming a only a realization adjustment for low income 9 

programs). DCEO indicated that it did not want to be subjected to a prospective approach 10 

in determining the energy savings from its programs.  DCEO indicated that it preferred 11 

its programs be subjected to a retrospective rather than a prospective analysis by an 12 

independent evaluator because it felt  that the retrospective approach would better capture 13 

actual program savings.   14 

 15 

Q. Do you have concerns regarding DCEO’s request for net to gross methodology 16 

applied to its programs? 17 

A. Yes. On page 28 of its plan, DCEO indicates that it supports and requests the use of an 18 

adjusted gross approach.  This type of approach refers to the change in energy 19 

consumption and/or demand that results directly from program-related actions taken by 20 

participants in an energy efficiency program regardless of why they participated.  While 21 

the adjusted gross method adjusts for installation rates, data errors, persistence rates, and 22 
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hours of use, spillover and free ridership impacts would be ignored even though free 1 

ridership impacts can be significant.    2 

 3 

Q. What do you recommend regarding DCEO’s request for a new net to gross 4 

methodology for its programs? 5 

A.  I believe that the Commission should (1) allow DCEO to use a net to gross methodology 6 

relying exclusively the retroactive application of NTG only if free ridership and spillover 7 

impacts are included in the NTG value calculation (done by an independent evaluator) or 8 

(2) apply the uniform net to gross framework that is currently in place or as modified by 9 

the Commission in conjunction with its Plan 3 reviews. 10 

 11 

DATA CENTER ENERGY EFFICIENCY PROGRAM  12 

Q. What is a data center? 13 

A.  According to the US EPA, a data center contains primarily electronic equipment for data 14 

processing (servers) data storage, communications and network equipment.  Data centers 15 

usually have specialized power conversion and backup capability.   These facilities must 16 

maintain reliable, high-quality power as well as environmental control equipment to 17 

maintain proper humidity and temperature levels for the sensitive equipment.  18 

Universities, municipalities, and government institutions use and operate many data 19 

centers for information management and communication functions.    20 

 21 
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Q. During the course of your review of DCEO’s proposed June 1, 2014-May 31, 2017  1 

Electric and Gas Energy Efficiency Plan did you find that DCEO had included a 2 

dedicated public sector Data Center program in this plan cycle?   3 

A.        No.  However, in response to ELPC discovery request number ELPC-1.8 (see ELPC 4 

Exhibit 1.3) DCEO indicated that its current public sector custom rebate and Smart 5 

Energy Design Assistance Center (“SEDAC”) programs respond to the interests of public 6 

sector organizations that have data center related measures and needs.  7 

 8 

Q.        Do you think DCEO’s proposed programs are sufficient?   9 

A.        No.  I do not believe this is an acceptable strategy due to quick growth and escalating 10 

consumption that is occurring within data centers and related facilities.  The availability 11 

of incentives and services DCEO has identified are a constructive and a positive step, but 12 

they are insufficient.   13 

 14 

Q. What is the basis for your concern that DCEO has not sufficiently addressed data 15 

center energy efficiency opportunities in their plan?   16 

A. As a result of significant societal changes in how information is transferred and 17 

exchanged in this country (i.e., less reliance on paper-based information) energy usage by 18 

data centers has increased dramatically. Congress required that the Environmental 19 

Protection Agency conduct a study of energy consumption of computer data centers 20 

owned by both the government and private enterprise.   In addition to assessing cost 21 

savings and growth trends associated with data centers, the study reviewed the existing 22 

incentives offered for data center energy efficiency services and products.  Congress also 23 
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required that specific recommendations be formulated regarding potential incentives and 1 

voluntary programs to encourage adoption of energy efficient data centers and 2 

computing. U.S. EPA indicated that energy use for servers was forecasted to double 3 

between 2006 and 2011.  The U.S. EPA expected consumption of more than 100 Billion 4 

kWh/year in 2011 costing approximately $7.4 Billion annually in electricity costs.  The 5 

U.S. EPA indicated that data center space can consume up to 100 to 200 times as much 6 

electricity as standard office spaces.  With such large power consumption, these 7 

customers are prime targets for energy efficiency design and  measures that could reduce 8 

electricity use and save money.  The EPA Study further indicated that data center growth 9 

in the government sector results from:  10 

1. publishing government information by use of the internet,  11 

2. government regulations requiring digital records retention,  12 

3. enhanced disaster recovery requirements,   13 

4. emergency, health and safety services,  14 

5. information security and national security,  15 

6.  e-filing of taxes and USPS on-line tracking, and  16 

7. high-performance scientific computing.  17 

  18 

Q.   How does this relate to Illinois? 19 

A. With the proliferation of and access to cell phones, personal computers, PDA’s, Tablets, 20 

etc. many customers in Illinois are becoming less dependent on paper-based information 21 

and more dependent on digital information.  As a result, the citizens in Illinois are relying 22 

more and more on on-line licenses, e-filing and digital information management that 23 
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require public sector data centers.  Data centers have become essential to the basic 1 

operation of government, businesses and many organizations.  Data centers are relied on 2 

heavily throughout the public sector, including universities and government operations.  3 

 4 

This is a high-growth sector driven by increased reliance on cell phones, digital data, and 5 

enhanced communications systems.  DCEO has not proposed that data centers be 6 

considered a high priority.  7 

  8 

Q. What actions are you suggesting DCEO take regarding data centers? 9 

A. In response to ELPC discovery ELPC- 1.8 (ELPC Exhibit 1.3), DCEO expressed a 10 

willingness to review in more depth the feasibility of developing a dedicated public 11 

sector data center program or modifying its existing programs in a way that provides 12 

more comprehensive services for public sector clients who own or maintain data centers 13 

and IT equipment.  Such a program or a redesign of existing programs could include 14 

additional technical assistance, on-site assessments for existing and new-construction 15 

design, a resource data-base of highly specialized experts who provide these services, use 16 

of a specialized third party contractor with extensive experience dealing with data centers 17 

and IT equipment, etc.   I have provided an example of a comprehensive data energy 18 

center program (see ELPC Exhibit-1.4) that is being operated by Xcel in Colorado and 19 

the Midwest. The Commission should direct DCEO to implement a data center pilot 20 

program or modify its existing public sector programs to respond more comprehensively 21 

to data centers unique energy use characteristics.  The Commission should request that 22 
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DCEO develop such a program or modify its existing programs, in collaboration with the 1 

SAG, within six months of the date of the Order in this proceeding. 2 

 3 

Q.   Does this complete your testimony? 4 

A. Yes 5 


