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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 Avenue, #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 24 

and Institutional Division.  In that capacity, I was Director of the Division that had 25 

responsibility for the energy efficiency and conservation program design, funding, and 26 

implementation of Michigan utility and DOE-funded programs and initiatives involving 27 

Industrial, Commercial and Institutional gas and electric customers throughout Michigan. 28 

 29 

In 1990, I became employed by MSB Energy Associates, Inc. and have served clients 30 

throughout the United States on numerous projects related to energy efficiency and load 31 

management program development, system planning, fuel, purchase power and gas cost 32 

recovery assessments, electric restructuring, customer impact analyses, and other issues.  33 

My curriculum vitae is attached as ELPC Exhibit 1.1.   34 

 35 

Q. What is the purpose of your testimony?   36 

A. The purpose of my testimony is to address the reasonableness of the Northern Illinois Gas 37 

Company (Nicor) application seeking consent and approval of its Second Triennial 38 

Energy Efficiency Plan (“EEP”) covering the period June 2014 through May 2017.  39 

 40 

Q.  What conclusions have you reached regarding the Nicor Energy Efficiency Plan? 41 

A. I believe that Nicor has developed this proposed plan in a cooperative manner and in 42 

good faith.  I have a number of suggestions and recommendations regarding this 43 

proposed plan including:  44 
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1. The Commission should reject Nicor’s proposed modified energy savings goal 45 

and replace them with modified goals as described in Figured Crandall Direct 2 46 

below. 47 

2. The Commission should modify the budget allocation within the Business Energy 48 

Efficiency Program and designate at least 50% of the program funds be spent on 49 

direct customer incentives. 50 

3. The Commission should reject the Nicor proposal to mandate a spillover analysis 51 

as a pre-condition to using a free ridership assessment in deriving net-to-gross 52 

values in the program evaluation process. 53 

4. The Commission should require Nicor to conduct a wasted energy analysis to 54 

better understand and tap energy efficiency potential in its service territory. 55 

5. The Commission should advise Nicor to ensure that measures included in energy 56 

savings kits are actually installed and utilized. 57 

6. The Commission should direct Nicor, in cooperation with the SAG, to review 58 

additional customer financial incentives beyond on-bill financing and rebates to 59 

encourage adoption of energy efficiency measures.  60 

7. The Commission should direct Nicor, in cooperation with the SAG, to review fuel 61 

substitution including the definition of savings, measures, program, TRM 62 

implications and methodology. 63 

8.  The Commission should adopt and approve a revision to its current net to gross 64 

framework for purposes of designing, implementing and evaluating Section 8-104 65 

energy efficiency programs. 66 
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9. The Commission should direct Nicor to revise and resubmit a revised Plan to 67 

address Commission actions in response to these recommendations for EEP 68 

modifications. 69 

10. The Commission should ensure that a tariff revision proceeding occurs in 2014. 70 

 71 

The Nicor Energy Efficiency Plan fails to meet statutory energy savings targets 72 

Q. Will Nicor’s proposed Energy Efficiency programs meet the statutory therm energy 73 

savings targets?   74 

A. No.  Nicor estimates that its EEP therm savings, prior to applying its arbitrary TRM risk 75 

mitigation adjustment, achieves 24% of the statutory therm goals over the EEP period, 76 

covers Program Year 4  (“PY4”), commencing June 1, 2014, PY5 and PY6, ending May 77 

31, 2017. 78 

 79 

Nicor’s (excluding the Department of Commerce and Economic Opportunity portion) 80 

statutory goals, proposed modified goals and projected EEP therm savings are 81 

summarized in Figure Crandall Direct 1.  Nicor arbitrarily lowered its estimated savings 82 

by 10% to account for the risk that evaluators would after the fact reduce the therm 83 

savings as a result of revising TRM algorithms or NTG ratios based on program 84 

evaluations.  See Nicor Exhibit 1 to Nicor’s response to ELPC data request 1. 4, which is 85 

attached as ELPC Exhibit 1.2.  Nicor proposes that the risk adjusted therm savings 86 

estimate become its modified target, which would achieve only 22% of the statutory 87 

therm goals. The Commission should not reduce the target by the TRM/NTG risk 88 

adjustment factor, which arbitrarily reduces Nicor’s expected savings by 10%.  89 
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Figure Crandall Direct 1 90 

 PY4 PY5 PY6 TOTAL 

Nicor EEP 

Anticipated Therm 

Savings 8,480,000 8,003,000 7,390,000 23,872,000 

Nicor EEP Adjusted 

Therm Savings and 

Proposed Modified 

Goal 7,632,000 7,202,000 6,651,000 21,485,000 

Nicor Statutory Therm 

Goal 26,372,000 32,965,000 39,558,000 98,895,000 

Nicor Percent of 

Modified Goal 111% 111% 111% 111% 

Nicor Percent of 

Statutory Goal 32% 24% 16% 24% 

 91 

 92 

Q. Why does Nicor’s EEP fall short of the statutory target therm savings? 93 

A. It is primarily because Nicor is constrained by the statutory budget cap.  Due to lower gas 94 

costs, Nicor estimated that its available budget decreased by 17% from the first EEP.  In 95 

addition, the statutory targets increased.  Thus, Nicor has less money to accomplish more 96 

energy efficiency than in the first EEP.  By living within the constraints of the budget cap 97 

implementing the EEP as Nicor designed it, Nicor has insufficient money to achieve the 98 

statutory therm targets.  99 

 100 

EEP Savings Enhancements 101 

Q. Are there modifications to Nicor’s proposed EEP which could narrow the gap 102 

between Nicor’s energy savings and the statutory therm savings? 103 

A. Yes.  In addition to eliminating the arbitrary 10% risk factor discussed previously in this 104 

testimony, there is room for improvement with the Business Energy Efficiency Rebates 105 

program (BEER). 106 
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Q. What concerns do you have regarding the BEER program? 107 

A. I have reviewed the Business Energy Efficiency Rebates Program (BEER) (pages 47-50 108 

of Nicor Exhibit 1.1) including the program description, which refers to the budget and 109 

identification of administrative costs, marketing and incentives.  In reviewing the costs of 110 

the various business and residential programs, this one stands out in terms of the amount 111 

of the budget allocated to direct customer incentives.  Nicor  proposes that only about 112 

25% of the program budget be allocated for direct customer incentives, about 50% of the 113 

budget to administrative costs, and the remaining 25% to marketing.  This program is the 114 

third highest producer of savings in the EEP.  This program uses a tried and true basic 115 

prescriptive rebate approach that is used by many utilities across the country. Designating 116 

only 25% of entire program funding to direct customer incentives impedes the program’s 117 

ability to yield greater therm savings.  At least 50% of the program funds should be used 118 

for customer incentives. That reallocation of program funds (within the BEER program) 119 

should improve the savings generated utilizing the same program budget.  Assuming the 120 

same level of rebate and savings per measure and a doubling of customer incentive 121 

funding within the program budget, the additional savings generated would be 122 

approximately 3.6 million therms occurring in the three-year plan period.  These values 123 

are reflected in Figure Crandall Direct 2 as follows: 124 

 125 

 126 

 127 

 128 

 129 
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Figure Crandall Direct 2 130 

  PY4 PY5 PY6 TOTAL 

Nicor EEP 

Anticipated 

Therm Savings 

8,480,000 8,003,000 7,390,000 23,873,000 

          

Additional 

BEER Therm 

Savings 1,296,000 1,208,000 1,117,000 3,621,000 

Total Therm 

Savings 9,776,000 9,211,000 8,507,000 27,494,000 

Nicor 

Statutory 

Therm Goal 26,372,000 32,965,000 39,558,000 98,895,000 

          

Nicor Percent 

of Statutory 

Goal 37% 28% 22% 28% 

  131 

 132 

Q. Did Nicor indicate that there were special needs for high administrative costs for 133 

this program in particular? 134 

A. No. Nicor did not indicate that this particular program had unusual circumstances or 135 

extraordinary needs that would justify such a low portion of the budget being allocated to 136 

direct customer incentives. With the proposed adjustment, this program is more in line 137 

with what I would expect the allocation to be for this type of program and would be more 138 

consistent with Nicor’s overall allocation of program funds. 139 

 140 

 I recommend that the Commission direct the program to be adjusted to designate more 141 

resources to direct customer incentives to be at least 50% of the BEER program budget 142 
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and that the Commission adjust Nicor’s anticipated goals to those in Figure Crandall 143 

Direct 2. 144 

 145 

Other Means to Improve the Nicor Proposed EEP  146 

Q. Do you have concerns regarding additional program designs included in the 147 

proposed Plan? 148 

 A. Yes.  I reviewed the description of programs in Nicor Exhibit 1.1.  In reviewing the 149 

Home Energy Efficiency Rebate program (HEER) (pages 27-29 of Nicor Exhibit 1.1), the 150 

program description refers to an energy savings kit that Nicor will provide.  It is my 151 

understanding that the measures in the kit include showerheads, kitchen faucet aerator, 152 

bathroom faucet aerators, and a roll of plumbers tape.   The kits are provided free of cost 153 

to participants on request.   154 

 155 

 In Nicor Exhibit 1.1 Appendix A, Nicor presents its benefit-cost input assumptions.  In 156 

those assumptions the savings adjustment estimate applied for both the aerators and 157 

showerheads is a .77 net–to-gross that appears to include free ridership and spillover 158 

impacts, as well as the arbitrary 10% risk adjustment factor. Nicor Exhibit 1.1 (page 6) 159 

defines net-to-gross as “a factor representing the percent of gross energy savings that are 160 

attributable to the utility’s energy efficiency program efforts.  This factor accounts for 161 

both free-ridership and spillover” According to Nicor’s definition of net-to-gross, it does 162 

not include an arbitrary 10% risk mitigation factor that it has proposed in this filing.  In 163 

addition to eliminating the 10% risk mitigation factor, I also believe that Nicor has not 164 

properly accounted for insufficient installation rates for energy savings kits. 165 
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Q. What concerns you about this measure and assumption? 166 

A. Energy savings kit measures must be installed in order to deliver value to the program.  167 

Low installation rates will seriously impede the impact of this program.  The kits include 168 

measures which are expected to last 9-10 years and deliver a strong benefit to cost 169 

performance.  It will be important to ensure that the measures in the kit are actually 170 

installed.  Clear, easy to follow instructions and other information needs to be provided to 171 

achieve a high installation and savings realization rate. ELPC Exhibit 1.3 presents 172 

excerpts from the evaluation of a residential program in Pennsylvania that included a no-173 

cost energy savings kit.  The Pennsylvania Statewide Evaluator (SWE) found (see page 174 

64) that for one Pennsylvania utility the faucet aerators provided in the kits had a low 175 

installation rate of less than 40%.  The Pennsylvania SWE reported that more than 6 out 176 

of 10 faucet aerators distributed in the energy efficiency kits had not been installed.  One 177 

measure in the kit (a furnace filter whistle – which alerts owners that a furnace filter 178 

needs changing) that was included for one Pennsylvania utility experienced a 0 % 179 

installation rate.  The EEP savings estimated by Nicor in the filing are predicated on the 180 

installation assumptions and that the measures in the kits will get installed, used and will 181 

last approximately a decade.  Nicor and its implementation contractor should pay close 182 

attention to this potential problem.  Both should take the necessary steps to ensure that a 183 

high installation rate is achieved for the measures included in the energy saving kit.  184 

Depending on EMV priorities, the EMV contractors should be sure to examine the net to 185 

gross and installation rates for the Nicor energy saving kits.  186 

 187 

 188 
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Wasted Energy Potential 189 

Q. What does the term wasted energy refer to and why is it of interest to those who 190 

design and implement energy efficiency programs? 191 

A. Behavior based energy efficiency programs are gaining prominence throughout the 192 

country.  These programs pursue natural gas or electricity savings resulting from changes 193 

in organizational or individual behavior and decision-making.  Building consumer energy 194 

awareness is a normal component of energy efficiency programs. Many utilities and other 195 

organizations are analyzing and taking steps to capture behavior waste and wasted energy 196 

related energy efficiency resources. Developing programs to capture behavioral energy 197 

waste would tap an energy efficiency resource only recently identified and quantified. 198 

     199 

Q. Is there wasted energy efficiency savings potential in Nicor’s service territory? 200 

A. Probably yes.  Based on a groundbreaking analysis recently completed by ComEd, it is 201 

likely that there are also significant behavioral efficiency opportunities for gas savings in 202 

the Nicor service territory as well.   203 

 204 

Q. Please explain. 205 

A. ComEd undertook a study of energy waste including behavioral waste, which is 206 

described in Appendix E (residential) and Appendix F (commercial and industrial) to 207 

ComEd’s Plan 3 filing (Docket 13-0495).  See Exhibit ELPC 1. 4.  The study identified 208 

waste (opportunities for improved efficiency of energy use) as technology waste and 209 

behavioral waste.  Using residential heating as an example, technology waste would be 210 

higher using an inefficient heater rather a more efficient heater.  Behavioral waste would 211 
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be that associated with setting the interior temperature at a high level or letting the heat 212 

run when not needed or when a home is vacant.  The energy saving potential of 213 

improvements in technology and in behavior each is dependent on which improvement 214 

comes first - turning off a heater or furnace when not needed will save more energy if the 215 

heater or furnace is inefficient rather than it is highly efficient.  216 

 217 

 ComEd’s study shows that the inclusion of behavior waste in addition to technology 218 

waste can significantly increase the energy efficiency potential over that identified in the 219 

analysis of technology improvements alone.  Using residential cooling as the example 220 

(Table 3-1 on page 8 of Appendix E in ComEd’s filing), the average household (with air 221 

conditioning) on ComEd’s system uses 1,351 kWh per year.  Only 37% of that is 222 

efficient usage, i.e. not wasted.  Technology waste is 33%, while the behavioral waste 223 

(assuming the technology is made efficient first) is the remaining 30%.  On a system-224 

wide basis, in this example of ComEd’s study’s findings, even after doing the 225 

technological cooling improvements an additional reduction equal to 91% of the 226 

technological cooling improvements would still be possible due to behavioral 227 

improvements.  This is a substantial reduction in energy use on residential cooling due to 228 

behavioral improvements where the technology was improved first. 229 

 230 

 However, the effect of behavioral improvements is much greater if those improvements 231 

are applied to customers who did not first install energy efficient cooling technologies.  If 232 

a behavioral improvement was made by customers who did not install energy efficient air 233 

conditioning technologies, the savings would be about 38% for ComEd system-wide.  234 
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Q. Why is this important to raise this Nicor energy efficiency plan case? 235 

A. Even though the Illinois wasted energy analysis was conducted on customers using 236 

electricity in Illinois, it is applicable because it impacts space conditioning, set back 237 

thermostats and some of the same buildings in Nicor’s service territory.  In order to better 238 

design its energy efficiency programs I believe that Nicor should conduct a similar 239 

analysis and develop a better understanding of energy waste as well as strategies to better 240 

address this energy efficiency potential.  241 

 242 

Q. What are the implications of this behavioral waste component? 243 

A. There are two major implications.  First, for customers who upgrade their technologies, 244 

also addressing behavioral waste can save substantial amounts of energy in addition to 245 

that already included in the traditional program bottom-up approaches to assessing 246 

energy efficiency potential.  Nicor may be able to enhance its program effectiveness by 247 

including specialized messaging targeted to customers and develop a strong behavioral 248 

component in addition to the technology component.   249 

 250 

 Second, customers who do not upgrade their technologies may nonetheless achieve large 251 

savings from behavioral improvements.  Programmatically, this would suggest programs 252 

aimed at behavioral waste for customers who may not be motivated by the technology 253 

potential.   254 

 255 
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 The bottom line is that the identification of behavioral waste, and the development of 256 

programs to address it would probably tap into a much larger energy efficiency resource 257 

than was contemplated by Nicor when it developed its energy efficiency plan.   258 

  259 

Q. How much potential is there to reduce energy waste beyond the technology energy 260 

waste that exists in the Nicor service territory? 261 

A. Nicor would have to perform an analysis similar to the one performed by ComEd to 262 

determine the potential behavioral waste savings potential. ComEd’s results suggest that 263 

additional saving potential related to behavioral waste would exist for customers in the 264 

Nicor service territory.  Tapping the behavioral energy waste resource should help Nicor 265 

achieve their energy efficiency targets. 266 

 267 

Q. What actions could be taken to help Nicor tap this energy efficiency potential? 268 

A. The Commission should require that Nicor conduct such an analysis within six months of 269 

the date of the order and include consideration of the assessment in delivering its 270 

programs during the second and third program periods of the EEP.  271 

 272 

 273 

NET TO GROSS FRAMEWORK 274 

Q.     What is a net to gross (NTG) assessment? 275 

A.  A NTG assessment estimates and separates the projected gross energy savings from the 276 

naturally occurring and directly attributable program-induced savings to determine a NTG 277 

value. Determining an energy efficiency program’s NTG value is an important factor to be 278 
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considered in program design, monitoring and evaluation because a NTG value reflects the 279 

bona fide energy savings resulting from an energy efficiency program. Consideration of 280 

external influences, e.g., free riders (those program participants who would have secured 281 

the energy efficiency products on their own without the encouragement or utilization of 282 

financial incentives and program activities) and spillover impacts (non-participating 283 

customers whom the program influenced to take actions to save energy even though they 284 

did not directly receive financial incentives or participate in the program) are both 285 

appropriate to consider in deriving a NTG value.  The determination of the (ex post) NTG 286 

value is not known until an analysis is done on the actual program. Results will not be 287 

available until after the program has been in operation. 288 

 289 

Q. Why are net savings adjustments important to consider in this proceeding? 290 

 A. Understanding the net energy savings of energy efficiency programs is essential in 291 

designing, implementing and assessing the impact of the ratepayer-supported resource 292 

programs.  This is done by separating out energy savings attributable to the specific 293 

programs and ultimately to the entire energy efficiency plan.  Program designers, 294 

implementers and evaluators need to separate out impacts from other influences such as 295 

appliance manufacturing standards, the self-motivation of consumers (some who would 296 

have taken energy efficiency actions even without the efficiency program) and other 297 

influences. 298 

 299 

 300 

 301 
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Q. Over the past several years has there been an effort to revise the Illinois NTG 302 

methodology and application impacting both gas and electric energy efficiency 303 

portfolios?  304 

A. Yes. The SAG developed a revised framework cooperatively.  That framework provides 305 

for the application of the NTG ratios as they become available, predominantly on a 306 

prospective basis. A key element in this process is that once the evaluation team renders its 307 

recommendations, the SAG reviews and agrees on an appropriate NTG value for a 308 

program.  The new NTG value is applied to the program as soon as possible, and in most 309 

cases it would be applied on a prospective basis. Therefore, program managers are able to 310 

realign incentives e.g., rebate levels offered for various measures in an effort to minimize 311 

free ridership to better meet program goals and improve program effectiveness. 312 

 313 

Q. Did you participate in the development of this revision to the Illinois NTG application 314 

and methodology?  315 

A. Yes. I have been involved in the SAG process of developing a revised NTG framework. 316 

While there was no resolution of the revised framework as of the time that Nicor filed its 317 

Plan in this case, a revised NTG framework was agreed to by many SAG participants. The 318 

key elements of the revised NTG framework are attached. See ELPC Exhibit 1.5. 319 

 320 

Q. Is the newly developed Illinois NTG framework similar to what Nicor is proposing be 321 

applied to it in this case?  322 

A. No. Nicor is asking for different treatment with respect to free ridership, and spillover and 323 

arbitrary risk adjustment.  Nicor requested that it not be subjected to a net to gross 324 
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methodology that included free ridership impacts alone unless the EMV contract also does 325 

a spillover analysis or a deemed spillover value is used.  Any effort to eliminate free 326 

ridership from being analyzed in major programs would be ill advised. The purpose of the 327 

net to gross analysis is to gauge the savings being produced by particular programs given 328 

the measures included, rebate levels, marketplace, federal standards, and other factors. 329 

Many of these key factors are within the control of the energy efficiency program designers 330 

and implementers. 331 

 332 

Q.     What is Staff’s proposal regarding net to gross framework? 333 

A.      Staff has been working collaboratively with the SAG over the past year or longer to revise 334 

the NTG framework.  The most recent version of Staff’s NTG framework is very similar to 335 

ELPC Exhibit 1.5 that was developed by the SAG and sponsored by the Attorney 336 

General’s Office as well as ELPC (in my previous testimony) in the most recent round of 337 

Section 8-103 and 8-104 proceedings.  The revised framework that Staff has proposed 338 

would modify the existing Commission approved framework and hopefully will provide a 339 

more efficient NTG update and revision process.  The framework establishes a schedule 340 

and a recommended sequence of events so that the EMV contractors, utilities, 341 

implementers and the SAG can coordinate activities and provide information to one 342 

another. This ensures that the latest EMV reports are considered when reviewing 343 

reasonableness and revisions to free ridership and spillover values for various  programs. 344 

 345 

Q. Do you agree with Staff on its proposal regarding net to gross methodology? 346 

A. Staff worked with SAG and developed a timeline for a sequence of events that would lead 347 
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to the establishment of NTG values on or before March 1 of each year.  The framework is 348 

similar to the framework that both the Attorney General’s Office and ELPC support.  I 349 

agree with most aspects of Staff’s proposal regarding a statewide net to gross framework.  350 

The one difference of opinion I have with Staff is the SAG voting parties concerns 351 

articulated by the Staff.  As defined in my attached framework exhibit ELPC Exhibit 1.5, 352 

voting parties include program administrators, Staff, other parties that have intervened in 353 

EEP dockets and have participated in the SAG.  As I understand it, Staff suggests that any 354 

entity/party participating in any SAG meeting should be able to object to a consensus. My 355 

feeling is that those parties that have been active SAG participants have spent considerable 356 

resources to actively participate in the very worthwhile SAG process.  SAG is designed to 357 

advise program implementers, utilities, trade allies and the Commission and has never been 358 

intended to be a formal decision making body.  It serves an important advisory function, 359 

which at times can be technical and complex.  This forum affords the Commission a unique 360 

and constructive resource to address significant Section 8-103 and Section 8-104 issues 361 

outside of an evidentiary setting.  The SAG has not been exclusionary in nature and 362 

provides ample opportunity for input by stakeholders and others who have an interest in 363 

issues that arise from time to time.  Given the history and complexity of the net to gross 364 

methodology, I believe that the framework and SAG approach to this issue, as described in 365 

ELPC Exhibit 1.5, is reasonable and appropriate.  366 

 367 

 368 

 369 
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Q. What do you recommend regarding Nicor’s proposal to require both free rider and 370 

spillover calculations for all net to gross calculations?  371 

A. I believe that the Commission should require that the best available information be used 372 

for the EMV analyses and reject Nicor’s proposal to pre-condition a spillover assessment 373 

being required prior to including any free ridership impacts for the EEP programs. The 374 

Commission should adopt the net to gross framework that has been developed by the 375 

SAG and has been introduced into evidence in dockets No. 13-0495, 13-0498 and 13-376 

0499 and 13-0550.  The determination of this methodology is important in the 377 

development, implementation and evaluation of Section 8-103 and 8-104 programs.  378 

Should the Commission decline to adopt the framework attached as ELPC Exhibit 1.5 379 

(including the slight timing adjustments proposed by Staff), it could adopt the very 380 

similar compromise proposal offered by NRDC in Docket 13-0495.  This approach 381 

simply allows for the independent evaluators to attempt to resolve NTG disagreements, 382 

and if that were not possible they would forward recommended NTG values to the 383 

Commission for those programs and measures subject to the disagreement. 384 

 385 

HOME ENERGY REPORTS PROGRAM 386 

Q. During your review of Nicor’s filing did you find that Nicor is planning to operate a 387 

behavior-based program for the Plan period?   388 

A. Yes.  Nicor is proposing the use of a behavioral energy savings program.  This program 389 

has been identified and developed to encourage residential customers to save energy 390 

through behavioral modification.  This targets only 20,000 residences annually. I note 391 
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that this is a significant reduction from Nicor’s 300,000 residences that have behavioral 392 

programs underway now for PY3.   393 

 394 

Q. Could you describe your opinions on residential behavior based energy efficiency 395 

programs?   396 

A. Residential energy efficiency behavior programs rely on home energy report cards to 397 

customers comparing their usage to other similar customers.  The intent of these 398 

programs is to motivate the recipients to compete with their neighbors to reduce energy 399 

use.  The results vary with jurisdiction and utility, but based on the reported savings 400 

estimates energy reductions in the range of 1% to 3% should be realized.  This is 401 

occurring for the treatment group while the messaging is taking place, i.e., during the 402 

time the customer is receiving the report card.  A major concern with residential behavior 403 

programs is the persistence of savings. 404 

  405 

Q. What could be done to encourage the persistence of the savings of a Behavioral 406 

Modification program? 407 

A. Generally speaking, energy efficiency programs that include long-lived energy efficiency 408 

improvements produce more consistent savings over time.  More efficient end use 409 

devices use less energy to provide the same level of service and therefore, energy savings 410 

is locked in when measures and thermal shell improvements in a customer’s home are 411 

upgraded.  Energy efficient behavior changes that become a habit are more likely to 412 

persist.  413 

 414 
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Q. What are your recommendations?   415 

A. I recommend that the Commission require Nicor to make it a high priority to connect 416 

customers participating in the Behavioral Energy Savings Program to the Nicor Home 417 

Energy Efficiency Rebate and Home Energy Savings Program and other energy 418 

efficiency programs that may result in the installation of long lasting energy efficiency 419 

measures and hardware.  420 

 421 

Additional Financial Support For Programs in the EEP 422 

Q. Has Nicor exhausted all avenues in assisting customers in obtaining funding for 423 

energy efficiency resources? 424 

A. No, the proposed plan does not reflect that as being the case. 425 

 426 

Q. Do customers have sufficient access to funding to make energy efficiency 427 

improvements? 428 

A. No.  Access to capital and funding to secure energy efficiency improvements has long 429 

been a major barrier to the implementation of energy efficiency resources.  430 

 431 

Q. Has Nicor demonstrated that it is doing all that can be done to meet the statutory 432 

energy savings targets within the projected budget? 433 

A. No. To its credit, it has chosen to rely heavily on loans (on bill financing) and cash 434 

incentives - e.g., prescriptive and custom rebates to obtain energy efficiency savings for 435 

its proposed programs. While rebates and loans (on bill financing) are proven methods to 436 
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stimulate customer participation in energy efficiency programs, other consumer 437 

incentives and mechanisms exist but have not been proposed in this EEP. 438 

 439 

Q.   What financial incentives are being used by other implementers to promote energy 440 

efficiency that were not included in Nicors’ proposed EEP? 441 

A. The Nicor plan does not include the use of third party performance contracts. Under 442 

performance contracting, it is common that arrangements are made with a third party to 443 

provide the capital to retrofit a building and provide energy efficiency improvements. 444 

Payments by the end use customer to the third party are then are usually arranged to be 445 

less than the amount of savings that is realized by the customer resulting from the 446 

reduction of their energy costs. A positive cash flow is usually realized by participating 447 

customers. Performance contracting to promote energy efficiency is a long established 448 

approach and is widely used. I would note that DCEO includes performance contracting 449 

for public sector customers in its approaches to promoting customer adoption of energy 450 

efficiency measures. DCEO’s inclusion of performance contracting is a positive approach 451 

to encouraging the adoption of energy efficient technologies.  452 

 453 

Q. Are there other examples of financial incentives for energy efficiency measures that 454 

have not been included in Nicor’s EEP? 455 

A. Yes. Nicor has not included the concept of leasing its customers’ energy efficiency 456 

measures.  Utilities elsewhere have offered leases on water heaters, high efficiency 457 

lighting and other energy efficiency equipment.  458 

 459 
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Q. Are there yet additional energy efficiency customer financial incentives that have 460 

not been included in Nicors’ EEP? 461 

A. Yes. A Tariff Installation Program approach (TIP) is not included in the Nicor EEP to 462 

promote increased energy efficiency. A TIP results in the installation of measures in 463 

residential, multifamily properties as well as rental units. The tariff is designed to be less 464 

than the savings that will result from the use and installation of energy efficiency 465 

measures. Therefore, the customer typically realizes a positive cash flow from the 466 

beginning of the arrangement. A Kansas Utility has used this approach since 2007 467 

(Midwest Energy’s How$mart
®
 program) and has been running a program that involves 468 

an initial on-premise audit and (after the customer selects a contractor) the installation of 469 

energy efficiency measures e.g. heating systems, geothermal loop projects, air sealing 470 

and insulation and lighting retrofits.  See ELCP Exhibit 1.6.  471 

 472 

Q. What are you recommending that the Commission do with respect to enhancing 473 

financial incentives to increase plan savings?  474 

A. I believe that Nicor could generate a significant number of therm savings through the use 475 

of performance contracting, tariff installation programs, leasing and other alternatives.  I 476 

suggest that the Commission instruct the Staff to conduct a workshop and that Nicor in 477 

cooperation with the SAG review and prepare recommendations (within one year) to the 478 

Commission regarding the viability and use of performance contracting, tariff based 479 

programs, leasing and other alternative financing options to promote the acquisition of 480 

additional energy efficiency resources. 481 

 482 
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Q. Has Nicor indicated an interest in pursuing additional options for customer 483 

incentives and access to financing for energy efficiency improvements? 484 

A.  Yes.  In response to ELPC data request Number 1.43, ELPC Exhibit 1.7, Nicor expressed 485 

a willingness to review and investigate customer incentives further.  486 

 487 

Tariff Design Changes 488 

Q. What actions should the Commission initiate to enhance the effectiveness of the 489 

EEP? 490 

A. The Commission should require Nicor to change its tariff design to provide strong price 491 

signals that encourage the efficient use of natural gas.   492 

 493 

Q. Please describe how the tariffs could be altered in a revenue neutral manner. 494 

A. If a customer has the impression that they can save money by reducing their gas use, 495 

there is a great likelihood that most customers would reduce unnecessary use.  However, 496 

if the customer believes that no bill savings would result from a reduction of their use, 497 

many would not be motivated to reduce the inefficient use of natural gas. Tariffs typically 498 

consist of a fixed cost component (a demand charge or customer charge) and a volumetric 499 

cost component (an energy charge). These components together are designed to recover 500 

the revenue requirement.  It has been a long established fact and general ratemaking 501 

principle that customers react to energy price signals and that it is appropriate to design 502 

rates in such a manner as to encourage the efficient use of natural gas and electricity.  503 

Rates and tariff designs that are asymmetrical and place a disproportionate emphasis on 504 

monthly fixed charges send customers a “take or pay” signal, which discourages energy 505 
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conservation.  On the other hand, rate designs that are weighted more on the volumetric 506 

side send consumers a signal that they will be financially rewarded if they pay attention 507 

to their consumption and use natural gas and electricity efficiently and sparingly.  508 

 509 

Altering the tariffs to increase the fraction of the revenue requirements collected through 510 

the volumetric component increases the strength of the price signal to ratepayers.  This is 511 

because a higher percentage of their bill will depend on how much gas they use. There is 512 

an excellent description of the option of altering the tariffs on pages 22-24 in the “Report 513 

to the Illinois General Assembly Concerning Coordination Between Gas and Electric 514 

Utility Efficiency Programs and Spending Limits for Gas Utility Energy Efficiency 515 

Programs” prepared and submitted by the Commission and issued on August 30, 2013.  516 

The report is attached as Exhibit ELPC 1.8. 517 

 518 

Q. How much could altering the tariffs impact energy consumption? 519 

A. The Commission’s Report indicates that “if prices and weather are similar to what was 520 

experienced in 2009, one should expect that increasing the volumetric distribution charge 521 

by 10% would achieve a usage reduction that is about half of the May 31, 2015 goal of 522 

0.8%.”  See Exhibit ELPC 1.8, page 24.  Altering the tariffs to provide stronger price 523 

signals leverages the impact of Nicor’s EEP programs.  The legislature established the 524 

statutory energy efficiency targets, which the Commission can modify if the utility 525 

demonstrates that it is highly unlikely that the statutory targets could not be met without 526 

exceeding the budget cap.  The Commission concluded and reported to the legislature 527 

that altering the tariffs to increase volumetric charges would strengthen the price signal 528 
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and significantly reduce gas consumption without increasing average bills and without 529 

adding to or exceeding the budget cap.  In response to ELPC Data Request 1.7 (See 530 

Exhibit 1.9) regarding how Staff envisioned a shift from fixed charges to volumetric 531 

charges, Staff member David Brightwell indicated that “Staff is open to discussing the 532 

necessity of and methods to evaluate, measure, or verify savings with the Stakeholder 533 

Advisory Group or within the Commission dockets in which any shifts away from fixed 534 

charges would take place.” 535 

 536 

Q. Have you estimated how much savings could be achieved in this plan through a 537 

tariff change? 538 

A. Yes. I estimate that a tariff change would cause savings beyond the EEP of 18,131,000 539 

therms in PY5 and 19,944,000 in PY6. To put this in context, these savings would be 540 

equivalent to 55% of the PY5 statutory EE target and 50% of the PY6 statutory EE target. 541 

 542 

 543 

Q. How did you develop the estimate of therm savings from the altered tariff? 544 

A. I used the price elasticity values contained in the Commission’s report, and applied them 545 

to a 10% increase in volumetric charge assuming that on average the volumetric 546 

distribution charge is 40% of the bill.  I further assumed that the altered tariffs would not 547 

go into effect until PY5 because it would not be possible to conduct the rate case 548 

proceedings and implement the altered rates in time for PY4.  I also estimated that the 549 

price elasticity would increase each year the altered tariff was in effect, moving toward 550 

the long-term price elasticity. 551 

 552 
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Q. Did Nicor indicate that it has considered proposing redesigning its rates and tariffs 553 

to encourage the more efficient use of natural gas? 554 

A. No.  Nicor did not consider altering its tariffs to provide ratepayers with greater 555 

incentives to implement energy efficiency.  See Nicor’s response to data request ELPC 556 

1.44, which is attached as Exhibit ELPC 1.10.  Altering the tariffs in a revenue neutral 557 

manner would supplement and enhance the effectiveness of Nicor’s EE programs without 558 

increasing the overall revenue requirements. 559 

 560 

Q. What do you recommend? 561 

A. I recommend that: 562 

 The Commission direct Nicor to submit an application in a separate 563 

proceeding to implement tariffs altered to provide enhanced incentives to 564 

improve energy efficiency.  In the alternative, the Commission could initiate 565 

the proceeding for Nicor to alter the tariffs to enhance energy efficiency. 566 

 The Commission set modified statutory therm targets based on the Nicor EEP 567 

anticipated therm savings (including any other EEP related modifications) and 568 

in conjunction with that action the Commission should authorize and ensure 569 

tariff revisions are put in effect. The Commission should also ensure the 570 

quantification of the conservation effect of the tariffs altered to increase the 571 

volumetric charges. 572 

 573 

 Q. Does this complete your testimony? 574 

A. Yes. 575 


