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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. Malcolm J. Quick, 1844 Ferry Road, Naperville, Illinois, 60563. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am an Energy Conservation Program (“ECP”) Analyst, Regulatory and Quality 5 

Assurance, for Northern Illinois Gas Company d/b/a Nicor Gas Company (“Nicor Gas” 6 

or the “Company”). 7 

Q. Are you the same Malcolm J. Quick that provided direct and supplemental direct 8 

testimony in this matter? 9 

A. Yes. 10 

II. ITEMIZED ATTACHMENTS 11 

Q. Are there any exhibits to your rebuttal testimony? 12 

A. Yes, I am sponsoring, and have attached hereto, the following three exhibits:  13 

• Nicor Gas Exhibit 10.1, Rider 31 – On-Bill Financing Program;  14 

• Nicor Gas Exhibit 10.2, Illustration of Nicor Gas Residential Customer Annual 15 
Billing and Determination of Price Elasticity Therm Savings; and  16 

• Nicor Gas Exhibit 10.3, Response of Environmental Law and Policy Center to 17 
Nicor Gas data request NG 2.09. 18 

III. PURPOSE OF TESTIMONY AND SUMMARY OF CONCLUSIONS 19 

Q. What is the purpose of your rebuttal testimony? 20 

A. The purpose of my rebuttal testimony is three-fold.  First, I will discuss Citizens Utility 21 

Board (“CUB”) witness Ms. Rebecca Devens’ testimony concerning On-Bill Financing 22 
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and her recommendations related thereto.  (Devens Dir., CUB Ex. 1.0).  Second, I will 23 

discuss Environmental Law and Policy Center (“ELPC”) witness Mr. Geoffrey C. 24 

Crandall’s testimony concerning Nicor Gas offering additional financing options to 25 

customers.  (Crandall Dir., ELPC Ex. 1.0).  Finally, I will discuss Mr. Crandall’s 26 

testimony concerning the use of tariff pricing revisions to incent natural gas therm 27 

savings within Nicor Gas’ service territory. 28 

Q. Please summarize your conclusions. 29 

A. With respect to Ms. Devens’ recommendations, I find that Nicor Gas’ Rider 31 – On-Bill 30 

Financing (“OBF”) Program provides all the information she seeks.  Accordingly, there is 31 

no need to make any changes to Nicor Gas’ Energy Efficiency Plan (“EEP”), to present 32 

any additional information in this proceeding, or to address the OBF Program in meetings 33 

of the Stakeholder Advisory Group (“SAG”).  With respect to Mr. Crandall’s testimony 34 

on alternative financing options for customers, Nicor Gas is not opposed to having 35 

discussions within the SAG on these alternatives.  With respect to Mr. Crandall’s 36 

testimony on the use of tariff revisions to incent energy efficiency in Nicor Gas’ service 37 

territory, I find that there are several critical errors in his calculations and that his 38 

proposal lacks details that would make it relevant to the development of Nicor Gas’ EEP.  39 

In short, he has presented a theoretical concept with little or no applicability to designing 40 

Nicor Gas’ EEP for the next three years.   41 

IV. ENERGY EFFICIENCY FINANCING OPTIONS 42 

Q. Both Mr. Crandall and Ms. Devens comment on Nicor Gas’ efforts with respect to 43 

energy efficiency financing.  (Crandall Dir., ELPC Ex. 1.0, 20: 423-424; Devens Dir., 44 
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CUB Ex. 1.0, 12:233-234).  Please describe some of the efforts the Company has 45 

made to provide avenues of funding for customers. 46 

A. While customer financing of energy efficiency projects is not a requirement of the EEP 47 

program design, filing, or obligation of the Company, Nicor Gas recognizes that there 48 

could be a barrier to some customers’ involvement due to a lack of financial resources to 49 

overcome first costs of some energy efficiency measures.  Nicor Gas has made significant 50 

effort to provide information and education to customers about the many financing 51 

opportunities available to them. 52 

  Nicor Gas hosts a website providing EEP marketing collateral 53 

(www.NicorGasRebates.com), which has an entire page devoted to financing options for 54 

customers.  There are no fewer than 13 financing options included on the website: four 55 

different loan options for residential customers, seven options for businesses, and the 56 

newly amended OBF Program option that is available to almost all customers and covers 57 

all measures offered in the EEP.    58 

Q. Would you please provide additional details about the options available to 59 

residential and businesses customers? 60 

A. The four residential-related loan options listed on the website include links and 61 

information for loans targeted to: 62 

1) Homeowners of existing or new one- or two-unit homes; 63 

2) Whole home improvements through Energy Impact Illinois; 64 

3) Loans for qualifying veterans; and  65 

4) Private lending options. 66 
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 The seven business-related loan options listed on the website include links and 67 

information for loans targeted to: 68 

1) Multi-family rental property owners (the same program lender associated with 69 
CNT Energy Savers program); 70 

2) Non-profit businesses; 71 

3) Rural small businesses and agricultural producers; 72 

4) Small to mid-size business owners; 73 

5) Large commercial properties through Energy Impact Illinois; 74 

6) Commercial buildings tax deduction information; and 75 

7) Private lending options. 76 

 In addition, OBF options are available and are part of a significant outreach and 77 

education effort that began January 1, 2014.  Until that time, there were no measures that 78 

qualified for the OBF Program under the previous language of the law.  Although I am 79 

not a lawyer, it is my understanding that the amended law now provides that all measures 80 

that are available through the EEP can be financed through the OBF Program.  The OBF 81 

Program is prominently displayed on the Nicor Gas rebates home page and further details 82 

about the OBF option are explained on a separate linked web page exclusively designed 83 

to promote and educate customers about this offering 84 

(www.NicorGasRebates.com/programs/obf).  There also is a state-wide website 85 

(www.ilenergyloan.com) where OBF loans are coordinated by one lender state-wide for 86 

all of the Illinois utilities participating in OBF. 87 

Q. Has the Company’s EEP historically included significant education and information 88 

to customers about overcoming the financial barriers mentioned by Mr. Crandall 89 

and Ms. Devens? 90 
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A. Yes.  More importantly, Nicor Gas will continue to promote financing information and 91 

reach out to customers regarding OBF and other financial options.  Of course, it is 92 

ultimately the customer’s decision as to which loan product works best for them, if at all. 93 

V. ON-BILL FINANCING 94 

Q. Is this proceeding, which concerns the Commission’s approval of Nicor Gas’ EEP, 95 

the appropriate forum to discuss details of the OBF Program? 96 

A. No.  The OBF Program should not be addressed in this proceeding and, therefore, the 97 

Commission summarily should reject Ms. Devens’ recommendations with respect to 98 

OBF.  Moreover, as demonstrated below, the Company’s Commission-approved OBF 99 

Program fully addresses all of Ms. Devens’ concerns.   100 

Q. Why is it not necessary for Nicor Gas to include details of its OBF program in its 101 

EEP? 102 

A. Although I am not a lawyer, it is my understanding that Section 8-104 of the Public 103 

Utilities Act (the “Act”), which governs the Commission’s approval of the EEP in this 104 

proceeding, contains no reference to OBF.  Instead, the OBF Program is governed by 105 

Section 19-140 of the Act.  220 ILCS 5/19-140.  Moreover, Nicor Gas’ Commission-106 

approved Rider 31 provides all the terms and conditions of the OBF Program, including 107 

the items mentioned by Ms. Devens.  The only nexus between the two programs is that 108 

the cost of OBF is recoverable through EEP charges, and that EEP measures can be 109 

financed through OBF. 110 



Docket No. 13-0549 6 Nicor Gas Ex. 10.0 

Q. Ms. Devens appears to believe that Nicor Gas has not offered financing on any 111 

energy efficiency measures or programs.  (Devens Dir., CUB Ex. 1.0, 12:233-234).  Is 112 

she correct? 113 

A. No.  In compliance with the Commission’s Final Order in Docket No. 10-0096, Nicor 114 

Gas implemented Rider 31, effective June 2010.  However, at that time, no measures 115 

could pass the cost/benefit test as established in Section 19-140 and, as such, Nicor Gas 116 

was unable to offer any measures until the law was amended in 2013.  Nicor Gas has 117 

updated the SAG, made necessary filings, and broadly communicated to all participants 118 

the issue with the language of the original 2009 law.   119 

With the 2013 amendment to Section 19-140, all measures included in an energy 120 

efficiency program approved by the Commission are, by definition, available for 121 

financing through OBF.  Nicor Gas revised its Rider 31 to expand the eligible measures 122 

and make other changes in conformance with the amended statute.  Nicor Gas’ revised 123 

Rider 31 was submitted on November 3, 2013, and the Commission approved it on 124 

December 18, 2013.  Nicor Gas’ revised Rider 31 became effective on December 31, 125 

2013.  Nicor Gas Exhibit 10.1 is a copy of the current Rider 31. 126 

Q. Ms. Devens indicates uncertainty about whether the Company “again plans to 127 

collect funding for the OBF program from Rider 30 or 31.”  (Devens Dir., CUB Ex. 128 

1.0, 11:214-216).  Is there any doubt as to the funding for the Company’s OBF 129 

Program? 130 

A. No.  Section 19-140(f) provides that prudently incurred costs “shall be recovered from 131 

the residential and small commercial retail customer classes eligible to participate in the 132 

program through the automatic adjustment clause tariff established pursuant to Section 8-133 
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104 of this Act.”  220 ILCS 5/19-140(f).  Thus, Nicor Gas will continue to recover Rider 134 

31 costs through Rider 30 – Energy Efficiency Plan Cost Recovery charges as provided 135 

for by Section 19-140(f). 136 

Q. Is there any merit to Ms. Devens’ recommendation that Nicor Gas and the other 137 

utilities discuss how best to integrate the OBF program with the statutory EEP 138 

programs at the SAG?  (Devens Dir., CUB Ex. 1.0, 13: 267-269). 139 

A. No.  The Company’s OBF program is already approved by the Commission, 140 

implemented by the Company, and will continue as long as funding for OBF is available 141 

(up to $2.5 million dollars are authorized to each utility for OBF funding).  Accordingly, 142 

it is rather late for any meaningful SAG discussion of the Company’s OBF Program.  In 143 

fact, the Company’s OBF Program is well underway, with receipt of about 40 loan 144 

applications in the first month of operations since Nicor Gas’ revised Rider 31 became 145 

effective on December 31, 2013.   146 

VI. ELPC ENERGY EFFICIENCY FINANCING OPTIONS 147 

 Q Mr. Crandall recommends that Nicor Gas investigate three additional financing 148 

plans for customers wishing to install energy efficiency products: third-party 149 

financing, leasing, and tariff installation programs.  (Crandall Dir., ELPC Ex. 1.0, 150 

21:440-23:486).  Do you have any general comments about these programs as they 151 

relate to Nicor Gas? 152 

A. Yes.  After reviewing these alternatives, it appears that each one relies on the value of the 153 

natural gas cost savings to pay for the loan, lease or tariff installation program.  In other 154 

words, the project has to generate sufficient savings over the life of the loan or lease to 155 
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exceed total costs, including financing costs.  This is the same cost/benefit criteria used in 156 

the original language of Section 19-140, which for Nicor Gas resulted in no measures 157 

passing the test and being available for OBF.  Nicor Gas is a low cost provider of natural 158 

gas and with correspondingly low commodity prices for natural gas, individual energy 159 

efficiency measures may not be able to generate sufficient savings to pay for the 160 

equipment and financing.  To be fair, it may be true that a combination of measures in a 161 

large project may be able to generate sufficient savings.  162 

  Additionally, there is no discussion in Mr. Crandall’s testimony about who is 163 

paying for the equipment for the loans, leasing, and tariff installation programs.  For the 164 

third-party loans, I would assume that the third party purchases the equipment.  However, 165 

for leasing and tariff installation programs, it may be the company purchasing the 166 

equipment.  That is certainly true for Midwest Energy’s HowSmart® program, as shown 167 

in ELPC Exhibit 1.6.  Given the limited budget for energy efficiency programs, if Nicor 168 

Gas was required to purchase the equipment for these programs, it would be forced to 169 

reduce other programs’ expenditures. 170 

  Finally, Mr. Crandall makes no mention of what happens if a customer fails to 171 

make payments under any of these programs.  The Company may not be made whole or 172 

other customers may be required to pay.  He also fails to discuss whether there would be 173 

any restrictions on the amount of financing to be made available.  Before any of these 174 

additional financing options realistically could be made part of Nicor Gas’ EEP, detailed 175 

programs similar to the statutorily-mandated OBF Program, would have to be developed. 176 
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Q. Mr. Crandall opines that Nicor Gas does not include the use of third-party 177 

performance contracts as a financing option in its EEP.  (Crandall Dir., ELPC Ex. 178 

1.0, 21:440-452).  Is Mr. Crandall correct in this statement? 179 

A. Only partially.  It is true that the EEP does not itemize this kind of activity, but Mr. 180 

Crandall is wrong in assuming it is not taking place, or not cultivated in the EEP.  181 

Financing through third-party performance contracts is taking place and is encouraged by 182 

Nicor Gas’ Implementation Contractors. 183 

Q. Please describe what is taking place in the current EEP. 184 

A. Performance contracting, by definition, leverages financing with available rebates to the 185 

businesses to improve the overall rate of return on the project and to increase the 186 

likelihood of the customer choosing to proceed with the project.  It would be a poor 187 

performance contractor that did not leverage rebates and incentives.  Nicor Gas’ 188 

Implementation Contractors routinely meet and talk with firms involved in this type of 189 

work, and help educate them as to available rebates that can then be bundled into 190 

offerings as Mr. Crandall suggests. 191 

Q. Do you have any disagreement with Mr. Crandall on this point? 192 

A. No, other than correcting the record to indicate that performance contracting already is, 193 

and will continue to be, promoted to firms engaged in this type of work. 194 

Q. Mr. Crandall mentions leasing equipment to customers.  (Id. at 21:454-458).  Has 195 

Nicor Gas investigated this option? 196 

A. Not at this time.  In response to Nicor Gas data request NG 2.09, Mr. Crandall referenced 197 

only one utility—Puget Sound Energy—offering leases for natural gas efficiency 198 
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measures.  A copy of that response is attached at Nicor Gas Exhibit 10.3.  Nicor Gas’ 199 

investigation of the hyperlinks provided in that response revealed that Puget Sound 200 

Energy has not created any new leases for new equipment installations in over a decade.  201 

Leasing options are somewhat complex offerings, and, perhaps as a result, do not appear 202 

to be very common.   203 

Q. Mr. Crandall recognizes that Nicor Gas is willing to pursue additional financing 204 

options.  (Id. at 23:483-486).  Is that still the Company’s position? 205 

A. Yes.  Third-party financing currently takes place within Nicor Gas’ EEP.  Nicor Gas 206 

encourages Implementation Contractors to discuss this option with performance 207 

contractors.  As with most financing arrangements, it is a matter of getting the lenders 208 

and borrowers together and determining the economics.  Program details similar to the 209 

OBF Program would have to be created for leasing and tariff installation programs before 210 

it can be determined if they may benefit Nicor Gas’ EEP.  In addition, there may be other 211 

options for financing than the three Mr. Crandall mentions. 212 

Q. Mr. Crandall recommends that the Commission instruct Staff to conduct a 213 

workshop on enhancing alternative financing.  (Id. at 22:476-481).  Does the 214 

Company agree? 215 

A. While the Company agrees the topic is significant, any discussion of alternative financing 216 

should begin at the SAG.  Attendance at a SAG meeting would likely mirror attendance 217 

at a workshop; thus, a SAG meeting could be scheduled with individuals more 218 

experienced in alternative financing invited to present details on these and other financing 219 

options.  After such meetings, it could be determined if additional information and/or a 220 

more formal workshop is needed. 221 
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VII. TARIFF DESIGN CHANGES 222 

Q. For his discussion on tariff design changes, Mr. Crandall relies on the Commission’s 223 

“Report to the Illinois General Assembly Concerning Coordination Between Gas 224 

and Electric Utility Efficiency Programs and Spending Limits for Gas Utility 225 

Energy Efficiency Programs” dated August 30, 2013 (the “Report”).  (ELPC Ex. 1.8, 226 

29-31).  Have you reviewed the Report and do you have any comments? 227 

A. Yes.  I have reviewed the pages Mr. Crandall points to and have the following 228 

observations.  On those pages the Report discusses gas distribution costs, which are 229 

recovered through either a monthly customer charge or a volumetric distribution charge.  230 

I believe the Report is referring to what is sometimes called “base revenues”, which are 231 

the revenues the utility has to recover its operating costs and return on investment, and 232 

only these revenues.  Nicor Gas, the Peoples Gas Light and Coke Company (“Peoples 233 

Gas”), North Shore Gas Company (“North Shore Gas”) and Ameren Illinois Company 234 

d/b/a Ameren Illinois all collect residential base revenues using a monthly customer 235 

charge and a flat volumetric distribution charge. 236 

  With respect to the forecasted price elasticity numbers shown in the Report, it 237 

should be noted that the price increase percentages refer to the total price of the good and 238 

not a segment of its price.  I have no issue with the statement that based on studies a 1% 239 

increase in the total price of natural gas would elicit a 0.1% reduction in use, all other 240 

factors held constant.  (ELPC Ex. 1.8, 30).  This relationship would indicate that natural 241 

gas has what is referred to in economic terms an “inelastic price”.  That is, the use of 242 

natural gas does not vary much with its price.  This is reasonable, particularly for 243 
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residential space heat customers that need to continue to use natural gas to warm their 244 

homes in winter, regardless of price. 245 

  However, I do have a problem with the Report’s statement that “the distribution 246 

charge is approximately 40%-50% of the bill”.  (Id. at 31).  This is simply not true.  It 247 

may be that for some utilities in Illinois, such as Peoples Gas, the volumetric distribution 248 

charge recovers 40% to 50% of base revenues, but even for Peoples Gas the volumetric 249 

distribution charge would be less than 40% of the total bill.  It is important to make this 250 

distinction because the price elasticity analysis is based on the price change impacting the 251 

total gas bill and not just base revenues. 252 

Q. What support do you provide for your analysis that the volumetric distribution 253 

charge is a much smaller percentage of the total bill than what is indicated in the 254 

Report? 255 

A. I prepared Nicor Gas Exhibit 10.2 to provide an illustration of the various annual charges 256 

for a residential customer using 1,000 therms in a year.  The 1,000 therms are consistent 257 

with the amount used in the Report.  For the sake of simplicity, I have assumed a 258 

consistent monthly use so that I did not have to consider weather effects.  Additionally, I 259 

am using February 1, 2014 charges to avoid any price changes during the year.  I believe 260 

the exhibit is more representative of the proper percentage of volumetric distribution 261 

charges a Nicor Gas customer faces than what is in the Report. 262 

Q. How do your results compare to the percentages shown in the Report? 263 

A. Based on a more realistic view of a Nicor Gas bill, the volumetric distribution charge for 264 

a Nicor Gas customer is more on the order of 6% to 7% rather than 40% to 50%.  I 265 
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believe this would be reasonable even for non-residential customers given Nicor Gas’ 266 

low volumetric distribution charges. 267 

Q. What is the impact of your more realistic percentage value for the volumetric 268 

distribution charge on the amount of potential therm savings, as compared to Mr. 269 

Crandall’s value? 270 

A. The lower portion of Nicor Gas Exhibit 10.2 presents the calculations for determining the 271 

impact of a 10% increase in the volumetric distribution charge on therm use under the 272 

assumption of a -0.1% price elasticity.  Instead of Mr. Crandall’s estimate of 18.1 million 273 

therms, a more realistic number is about 2.75 million therms under this assumption. 274 

Q. What other concerns do you have with Mr. Crandall’s estimate of potential therm 275 

savings for Plan Years 5 and 6? 276 

A. First, there should be no credit shown for Plan Year 6.  Currently, Nicor Gas, as well as 277 

other utilities, can only count one year of savings even if a measure generates greater life-278 

time savings.  Consequently, a one-time increase to the volumetric distribution charge 279 

can only be counted for one year.  To conform to Mr. Crandall’s estimate, Nicor Gas 280 

would have to file a rate case to change its charges.  (See Crandall Dir., ELPC Ex. 1.0, 281 

26:563-566). 282 

  Second, I agree with the Report’s statement that the analysis is only valid “when 283 

other factors that affect natural gas use remain unchanged”.  (ELPC Ex. 1.8, 30).  As the 284 

recent weather demonstrates, that is not a realistic scenario in northern Illinois.  285 

Additionally, the 10% price change shown in Nicor Gas Exhibit 10.2 is only $0.00485, or 286 

less than half a cent.  Nicor Gas’ monthly gas supply cost adjustment varies by at least 287 
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twice that amount when it is changed.  Consequently, any change to the volumetric 288 

distribution charge could easily be offset by a change in gas supply costs. 289 

Q. Do you have any additional concerns about Mr. Crandall’s tariff design change 290 

proposal? 291 

A. Yes.  First and foremost, I am concerned with the lack of opportunity for Nicor Gas to 292 

count these therms towards its savings goal.  Mr. Crandall recognizes this concern in 293 

recommending that the Commission “ensure the quantification of the conservation effect 294 

of the tariffs altered to increase the volumetric charges.”  (Crandall Dir., ELPC Ex. 1.0, 295 

26:570-572).  Unfortunately, he provides no guidelines for quantifying conservation 296 

efforts.  Realistically, I do not see how the price elasticity impact can be isolated given all 297 

the other impacts on customers’ decisions to use gas.  A change in weather alone can 298 

eliminate any ability to estimate the conservation results of the price change.    299 

Additionally, as required by Section 8-104(f)(8) of the Act, independent 300 

evaluations must be made of each program.  That requires an evaluation, measurement, 301 

and verification study (“EM&V”) for each program.  I am unaware of how an analysis 302 

can be performed for such a nebulous concept as the impact of price elasticity on natural 303 

gas use.  EM&V studies usually attempt to determine realization rates and Net-to-Gross 304 

ratios.   If there is no means of performing the EM&V study, it is unlikely that Nicor Gas 305 

would be able to count the savings towards portfolio goals. 306 

   Further, Mr. Crandall ignores the issue of “revenue stability” when it comes to 307 

designing tariffs related to conservation efforts.  The Report mentions the Commission-308 

approved tariffs for Peoples Gas and North Shore Gas that allow them to offset lost 309 

revenues as a result of conservation efforts due to high volumetric charges.  (ELPC Ex. 310 



Docket No. 13-0549 15 Nicor Gas Ex. 10.0 

1.8, 29-30).  The tariffs provide Peoples Gas and North Shore Gas a greater opportunity 311 

to maintain their allowed base revenue.  For Nicor Gas, the proposal of a revenue 312 

stability tariff to offset conservation programs has been at issue in two Commission 313 

proceedings (Docket Nos. 08-0363 and 10-0562) and the Commission rejected it both 314 

times.  315 

  Finally, in setting utility rates, the Commission and utilities in Illinois have 316 

always balanced a number of ratemaking objectives, including objectives such as fairness 317 

to both customers and utility shareholders, gradualism, economic efficiency, and resource 318 

efficiency.  While Mr. Crandall’s proposal addresses resource efficiency to some extent, 319 

any changes to further this objective must be weighed carefully against the other 320 

ratemaking objectives; Mr. Crandall has provided no evidence regarding how his 321 

proposed tariff alterations would affect customers and shareholders regarding these other 322 

ratemaking objectives.  Therefore, I believe it would be inappropriate for the Commission 323 

to follow Mr. Crandall’s recommendation to require Nicor Gas to submit tariff 324 

alterations. 325 

VIII. CONCLUSION  326 

Q. Does this conclude your rebuttal testimony? 327 

A. Yes. 328 
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