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(I.)  Identification and Qualifications 1 

 2 

Q. Please state your name and business address. 3 

A.  Philip H. Mosenthal, Optimal Energy, Inc., 14 School Street, Bristol, VT 05443.  4 

 5 

Q. On whose behalf are you testifying? 6 

A. I am testifying on behalf of the People of the State of Illinois (―the People‖ or 7 

―AG‖). 8 

 9 

Q. By whom are you employed and in what capacity? 10 

A. I am the founding partner in Optimal Energy, Inc., (―Optimal Energy‖) a 11 

consultancy specializing in energy efficiency and utility planning. Optimal Energy 12 

advises numerous parties including utilities, non-utility program administrators, 13 

government, and environmental groups. 14 

 15 

Q. Please provide a summary of your qualifications and experience. 16 

A. I have 27 years of experience in all aspects of energy efficiency, including 17 

facility energy management, policy development and research, integrated resource 18 

planning, cost-benefit analysis, and efficiency and renewable program design, 19 

implementation and evaluation. I have developed numerous utility efficiency plans, and 20 

designed and evaluated utility and non-utility residential, commercial and industrial 21 

energy efficiency programs throughout North America, Europe and China. 22 

I have also completed or directed numerous studies of efficiency potential and 23 

economics in many locations, including China, Colorado, Kansas, Maine, Massachusetts, 24 

Michigan, New England, New Jersey, New York, Quebec, Texas, and Vermont. These 25 

studies ranged from high level assessments to extremely detailed, bottom-up assessments 26 

evaluating thousands of measures among numerous market segments. Recent examples 27 

of the latter are analyses of electric and natural gas efficiency and renewable potential 28 

along with the development of suggested programs for New York State, on behalf of the 29 

New York State Energy Research and Development Authority (NYSERDA).  30 
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I am currently a lead advisor for business energy services in Rhode Island and 1 

Massachusetts on behalf of the Energy Efficiency Resource Management Council and the 2 

Energy Efficiency Advisory Council, respectively, overseeing and advising on utility 3 

program administrator’s plans, program designs, implementation and performance. 4 

I have been actively engaged in the Illinois Stakeholder Advisory Group (SAG) 5 

since its inception, representing the People. 6 

Prior to co-founding Optimal Energy in 1996, I was the Chief Consultant for the 7 

Mid-Atlantic Region for XENERGY, INC. (now KEMA).  I have a B.A. in Architecture 8 

and an M.S. in Energy Management and Policy, both from the University of 9 

Pennsylvania. My resume is attached as AG Exhibit 1.1. 10 

 11 

Q. Have you previously testified before the Illinois Commerce Commission (“the 12 

Commission” or “ICC”)?  13 

A. Yes. I testified in Dockets No. 07-0539, 07-0540 and 07-0541 related to 14 

the first 3 year Energy Efficiency (―EE‖) plans of Central Illinois Light Company d/b/a 15 

AmerenCILCO, Central Illinois Public Service Company d/b/a AmerenCIPS and Illinois 16 

Power Company d/b/a AmerenIP (―Ameren‖), ComEd, and the Department of Commerce 17 

and Economic Opportunity (―DCEO‖) respectively.
1
 In addition, I have filed direct 18 

testimony in on-going Dockets No. 10-0570 and 10-0568 related to the current 2011-19 

2014 Energy Efficiency (EE) plans of Commonwealth Edison and Central Illinois Light 20 

Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a 21 

AmerenCIPS and Illinois Power Company d/b/a AmerenIP (―Ameren‖). 22 

(II.) Introduction and Summary of Testimony 23 

 24 

Q. What is the purpose of your testimony in this proceeding?  25 

A. My testimony focuses on the following issues with respect to Nicor Gas’ 26 

(―Nicor‖ or ―Company‖) 2012- 2014 natural gas Energy Efficiency Plan: 27 

                                                 

 

1
 The Direct Testimony of Philip H. Mosenthal on behalf of The People of the State of Illinois was filed on December 

14, 2007 in Docket 07-0539, and on December 17, 2007 in Dockets 07-0540 and 07-0541. 
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1. The consistency with the Public Utilities Act (―PUA‖ or ―the Act‖) for gas goals 1 

and spending calculations; 2 

2. Appropriate evaluation and monitoring framework and deeming of measure 3 

savings and net-to-gross ratios;  4 

3. Nicor’s request for flexibility to modify portfolio plans without ICC approval; 5 

4. Nicor’s specific program plans and designs; 6 

5. DCEO budgets; and 7 

6. Nicor’s proposal to recover costs associates with reduced revenue from energy 8 

efficiency savings. 9 

 10 

Q. Please summarize your testimony. 11 

A. Below I summarize my main points: 12 

1. Nicor has not calculated appropriate savings goals and rate cap spending limits 13 

consistent with the Act. Specifically Nicor’s goals and spending limits should 14 

be roughly 50% higher than they propose because they have incorrectly 15 

removed the vast majority of transportation gas volumes delivered to its 16 

customers. 17 

2. Nicor requests full deeming of measure savings and Net-to-Gross (―NTG‖) 18 

ratios during the entire three year plan. I do not support full 3-year deeming. 19 

The ICC policies with respect to deemed parameters such as NTG and gross 20 

measure savings should be consistent across utilities. As I recommended in the 21 

ComEd docket (ICC Docket 10-0570), deemed parameters need to be 22 

reconsidered at least annually in collaboration with the SAG. In addition, 23 

because Nicor is just beginning its first plan, deeming of NTG ratios should 24 

not be done because there is no evidence the NTG ratios Nicor proposes are 25 

based on its specific plans or any studies that would support them.  26 

3. While I do not provide an exhaustive critique of Nicor’s specific program 27 

designs and plans, I highlight some concerns that should be resolved in a 28 

subsequent revised filing. 29 

4. I support DCEO’s request for Nicor to make available sufficient funds in the 30 

early years of the plan to adequately meet its projected participation levels. 31 
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(III.) Consistency with the Act’s gas goals and spending caps calculations, and the 1 

appropriateness of gas plan goals and budgets. 2 

 3 

Q.  Please summarize the issues you address in this section? 4 

A.  It appears that Nicor is excluding the majority of transportation gas volumes 5 

(commodity purchased from third parties but delivered by Nicor to its customers for their end use 6 

consumption) in its calculation of goals. I believe Nicor is also excluding an estimate of the 7 

revenues associated with these gas volume deliveries when calculating spending caps. This is 8 

inappropriate and inconsistent with the Act. 9 

 10 

Q.  Please discuss your concerns about Nicor’s position with respect to calculated 11 

gas goals and spending caps in regard to Section 8-104 of the Act? 12 

A.  Section 8-104 of the Act sets out annual goals as a percent of gas consumption by 13 

year, as well as a spending cap of 2.0% of revenue each year.
2
 Specifically, regarding savings 14 

goals it states: 15 

Natural gas utilities shall implement cost-effective energy efficiency 16 

measures to meet at least the following natural gas savings requirements, 17 

which shall be based on the total amount of gas delivered to retail 18 

customers, other than the customers described in subsection (m) of this 19 

Section, during calendar year 2009 multiplied by the applicable percentage. 20 

[Emphasis added] 
3
 21 

 22 

 Section (m) goes on to exclude certain categories of customers. These include customers 23 

using gas for feedstock and some very large industrial customers falling into specific industrial 24 

classifications, that have the option of applying for a self directed program: 25 

 26 

Subsections (a) through (k) of this Section do not apply to customers of a 27 

natural gas utility that have a North American Industry Classification 28 

System code number that is 22111 or any such code number beginning 29 

with the digits 31, 31, or 33 and (i) annual usage in the aggregate of 4 30 

million therms or more within the service territory of the affected gas 31 

utility or with aggregate usage of 8 million therms or more in this State and 32 

                                                 

 

2
 See 220 ILCS 5/8-104 (c), (d) and (m). 

3
 220 ILCS 5/8-104(c). 
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complying with the provisions of item (1) of this subsection (m).‖ 1 

[Emphasis added] 
4
 2 

 3 

The statute refers to a ―self-directing customer‖ (SDC) option that these large industrial 4 

customers can use in lieu of traditional program funding contributions and participation by 5 

reserving funds for their own EEP projects. Subsection (m)(1) requires that these customer have 6 

applied for the SDC option by February 2010.
5
 7 

 8 

Q.  Please summarize your concerns about the consistency of Nicor’s calculated 9 

gas goals and spending caps with the Act. 10 

A.  I have two concerns. First and most importantly, Nicor appears to have taken a 11 

very restrictive interpretation of the Act and is excluding vastly more transportation deliveries to 12 

its customers than permitted under the Act in calculating its goals and rate impact caps. 13 

Specifically, Nicor seems to categorize all its transportation deliveries to its customers as 14 

excluded except for those participating in the Customer Select Program (Rider 15) (roughly only 15 

a quarter of transportation deliveries). Second, Nicor may be inappropriately applying the Section 16 

(m) exemptions because it is not clear that they have limited these exemptions to customers who 17 

both meet the criteria about NAIC code and consumption levels and have applied to be self-18 

directing.  19 

 20 

Q.  Please explain why you think Nicor is inappropriately excluding 21 

transportation delivery volumes to its customers in establishing the statutory goals. 22 

A.   Nicor witness James Jerozal in Nicor Ex. 1.6 shows the Companies 2009 gas 23 

deliveries used as the basis for its goals calculations.  Ex. 1.6 shows ―total 2009 deliveries 24 

applicable to energy efficiency reduction‖ of 3.0 billion therms. This does appear to reflect some 25 

therm sales to transportation customers.  Specifically, it lists ―sales service volumes‖ for Rates 26 

1,4,5,6, and 7, as well as a small amount of  ―therm sales to transportation customers‖ of about 13 27 

million therms. These ―sales service volumes‖ total about 2.6 million therms.  In addition to the 28 

―sales service volumes‖ Nicor includes 425 million additional therms listed as ―certified 29 

alternative gas suppliers.‖ I believe the therms associated with the certified alternative suppliers 30 

                                                 

 

4
 220 ILCS 5/8-104(m). 

5
 220 ILCS 5/8-104(m)(1). 
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are therms delivered to Customer Select customers who purchase gas commodity through these 1 

alternative suppliers. 2 

In response to AG2.01 Nicor clarifies that: 3 

Nicor Gas has included all therms it sold to its customers, in addition to therms 4 

delivered to customers under the Company’s Customer Select program, in 5 

calculating its therm reduction goals. Therms delivered for other transportation 6 

customers have been excluded from calculating the goals. 7 

 8 

In response to AG2.02, Nicor provides a table (provided as AG2.02, Ex. 1 and attached as 9 

AG Ex. 1.2) showing all therms delivered to customers, which includes an additional 1.7 billion 10 

therms that have been excluded from its calculation of goals. Inclusion of these volumes would 11 

increase the goals by more than 50%.  Nicor further shows Section (m) customer loads as being 12 

433 million therms. Subtracting these out of the 1.7 billion therms would leave about 1.3 billion 13 

additional therms, or roughly 43% additional goals. 14 

The table below shows these figures in summary form.  15 

2009 Deliveries to Retail Customers

Total Sales Service Volumes 2,587,822,530                                                        
Certified Alternative Gas Suppliers 425,217,776                                                            
Total Wholesale Volumes 1,683,946,797                                                        

Total Deliveries To Wholesale & Retail Customers 4,696,987,103                                                        

Less: Retail subsection (m) customers
         Exempt retail customers using gas as feedstock and more than 4 million therms 433,330,129
         per year and not otherwise excluded 0
Total 2009 Deliveries Applicable to Energy Efficiency Reduction 4,263,656,974                                                        

Orginal 2009 Deliveries reported in Nicor Ex. 1.1. 3,013,040,306                                                        
Additional therms 1,250,616,668                                                        

Determination of Annual Energy Efficiency Reduction Requirements- Response to AG

 16 
 17 

Q.  Please summarize your conclusions from these documents and figures. 18 

A.   Nicor appears to be including for energy savings goals calculations a portion of 19 

transportation gas delivered to end use customers, but only for those customers that have signed 20 

up for the Customer Select program. This is a minority of Nicor’s gas deliveries to end use 21 

customers purchasing commodity from a third party. The Customer Select Program (Rider 15) 22 

allows customers to purchase gas commodity from an approved alternative supplier (per Rider 23 

16) that acts as an aggregator of gas customers.  Other options for customers to purchase 24 

commodity from a third party (any supplier other than Nicor) include a variety of different rates 25 

and riders, including Rates 74, 75, 76, 77, and Riders 6 and 25. It appears that Nicor is relying on 26 

the term ―retail customers‖ in the statute and arguing that all transportation customers other than 27 

Customer Select customers are not Nicor ―retail customers.‖  Indeed, in Nicor’s response to 28 
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AG2.02, Exhibit 1, it lists the other sales volumes under ―wholesale service‖ as opposed to ―sales 1 

service‖, which generally refers to full service customers, but includes the Customer Select 2 

program. 3 

 4 

Q.  Is there justification for Nicor’s interpretation of the term “retail 5 

customers”? 6 

A.   Absolutely not. In my experience a ―retail customer‖ of a local distribution gas 7 

company refers to all its delivery customers that it has a retail relationship with — in other words 8 

that it delivers gas to and sends a bill to — regardless of where they buy commodity.  In fact, the 9 

plain language of the Act calls for goals to be calculated ―based on the total amount of gas 10 

delivered to retail customers.‖ [Emphasis added]
6
 The specific reference to ―gas delivered‖ seems 11 

to clearly indicate an intent to focus on deliveries, not just commodity. I would exclude from this 12 

any gas deliveries to a customer for resale (in other words, the customer could be viewed as a 13 

wholesale rather than retail customer if it is not the ultimate end-user of the gas). 14 

Nicor’s logic is unclear, but a number of observations are important.  First of all, as shown 15 

in AG Ex. 1.2 (Nicor response AG2.02, Ex. 1) Nicor has clearly listed all these gas loads they 16 

have excluded under the heading ―2009 Deliveries to Retail Customers.‖  This alone should imply 17 

that they would fall under the statute definition, except for those customers qualifying under 18 

subsection (m). 19 

Second, Nicor’s Ex. 1.6 (Jerozal), which shows its actual goals calculation, shows no 20 

therm usage for any customers qualifying under subsection (m). While AG Ex. 1.2 (Nicor 21 

response AG 2.02, Exhibit 1) shows 433 million therms qualifying under subsection (m). 22 

 23 

Q.  What do you make of this second point? 24 

A.   It seems clear that 100% of the subsection (m) exemptions are being excluded 25 

from Nicor’s calculations as not qualifying as ―retail customers‖ at all. This interpretation is 26 

illogical based on a common understanding of the terms ―retail‖ and ―wholesale.‖ It seems clear 27 

that if the legislature had intended for the term ―retail customer‖ to exclude all these other gas 28 

deliveries they would have had no need to explicitly exempt those customers falling under 29 

subsection (m), since by definition they would already be excluded. Clearly, by carving out a very 30 

                                                 

 

6
 See 220 ILCS 5/8-104 (c), (d) and (m). 
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specific exemption for these customers, the legislative intent and plain language of the statute 1 

would otherwise include their gas consumption. 2 

 3 

Q.  What are the differences between the Customer Select customers and other 4 

transportation customers? 5 

A.   The basic difference is that the Customer Select customers are purchasing gas 6 

from a gas supplier aggregator approved under Rider 16, while other transportation customers 7 

may directly purchase their own commodity through bilateral agreements directly with a 8 

commodity supplier.  Under the terms of Rider 16, these gas aggregators can directly bill their 9 

customers, so long as they follow specific rules established by the ICC and explained in Rider 16. 10 

Arguably, this main difference would tend to make it less clear that Customer Select customers 11 

are ―retail‖ customers compared to other transportation customers who incur direct retail bills 12 

from Nicor and therefore have a somewhat closer retail relationship. To the extent there was any 13 

ambiguity about the term ―retail customer‖ (which I do not believe there is), it would arguably be 14 

harder to claim the non-Customer -Select transportation customers are somehow less retail 15 

customers of Nicor than those that may not even be receiving a bill from Nicor.  In fact, under the 16 

terms of Riders 15 and 16, it is clear that if an approved gas aggregator loses its approval for any 17 

reason, the customer charges revert to the same non-commodity-gas-charge (NCGC) that other 18 

transportation customers pay.
7
 19 

 20 

Q.  Does Nicor indicate any distinction in its published rates and riders between 21 

customers in terms of whether they are considered retail or wholesale? 22 

A.   No. I have thoroughly reviewed Nicor’s rates and riders and other explanatory 23 

information on Nicor’s website,
8
 including its various glossaries of terms. While I do not find the 24 

specific use of these terms, Nicor’s language is very clear that all customers it is delivering gas to, 25 

regardless of who sold the gas commodity, are its customers, have a retail relationship with Nicor 26 

for delivery services, and retains obligations normally associated with utility contracts with its 27 

retail customers. I have found no distinction that could even arguably support treating non-28 

                                                 

 

7
 Riders 15 and 16 are provided at www.nicor.com/en_us/commercial/gas_rates_and_costs. 

8
 www.Nicor.com. 

http://www.nicor.com/en_us/commercial/gas_rates_and_costs
http://www.nicor.com/
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Customer-Select transportation customers as somehow not retail customers of Nicor for delivery 1 

services. 2 

 3 

Q.  Is there any other indication that Nicor in fact treats large transportation 4 

customers not part of Customer Select as “retail customers”? 5 

A.   Yes. In fact, Nicor specifically defines the term ―large customers‖ as meaning 6 

―any retail customer other than a residential customer or those enrolled in Customer Select‖ in its 7 

response to Staff in RZ 1.01 Exhibit 1. Of the total volumes for these large customers — whom 8 

Nicor explicitly defines as their ―retail customers‖ — 1.25 billion therms out of a total of 1.84 9 

billion therms (more than two thirds of the total) are shown as transportation volumes of these 10 

―retail customers.‖ These therms are explicitly excluded from Nicor’s goals calculations. 11 

 12 

Q.  Given your position that transportation customers that receive delivery from 13 

Nicor are its retail customers, what do you believe should be excluded from 14 

calculation of the gas goals? 15 

A.   Clearly, those qualifying under subsection (m) should be excluded. I believe the 16 

subsection (m) reference to ―feedstock‖ gas use should be interpreted to include any gas use for 17 

electric generation for resale (in other words all electric generation except for customer on-site 18 

cogeneration or other gas-fired generation for customer on-site usage). Gas can be considered a 19 

feedstock to the manufacture of an electric utility’s product — namely electricity — just as it can 20 

be an input to a fertilizer manufacturer or for other products. In addition, I consider the term retail 21 

to exclude sales for resale. So, for example it would be inappropriate for Nicor to charge its 22 

approved aggregators efficiency charges (as opposed to their ultimate end-use customers), since 23 

these aggregators are clearly purchasing gas for resale to ultimate users.  In short, a Nicor retail 24 

delivery customer receiving delivery of gas by Nicor for its own use not falling under section (m) 25 

should be considered a retail Nicor customer. 26 

 27 

Q.  Do you have any concerns that Nicor is not properly calculating the 28 

subsection (m) exemptions? 29 

A. Yes. In Nicor’s response to AG2.02 (AG Ex. 1.1.2) it provides a parenthetical 30 

definition of the subsection (m) customers excluded. It states:  ―SIC codes beginning with 31, 32, 31 
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33 and using more than 4 million therm per year.‖  It appears they are excluding 100% of 1 

customer volumes meeting the stated criteria.
9
  However, the statute is quite clear that customers 2 

must meet both this criteria and comply with the provisions of item (1) of this Subsection (m).
10

 3 

Subsection (m)(1) requires that these customer have applied for the self directing customer option 4 

by February 2010.
11

 There is no indication that these excluded volumes have in fact applied to be 5 

SDC customers by February 2010. 6 

 7 

Q.  Has Nicor calculated the spending limit in a similar fashion? 8 

A.  It appears Nicor’s spending limits are calculated in a similar fashion, in other 9 

words also excluding the revenues associated with gas commodity from the majority of 10 

transportation customers. Nicor witness Malcolm Quick shows in Exhibit 3.2 a specific 11 

estimation of commodity costs associated with the Customer Select customers. I conclude from 12 

this that Nicor has not included any other commodity revenue for other transportation deliveries. 13 

 14 

Q.  So, what do you conclude from the goals and spending calculations Nicor has 15 

proposed? 16 

A.  In short, Nicor is dramatically reducing both its energy efficiency statutory targets 17 

as well as its available rate impact cap spending levels. I calculate that this underestimate 18 

excludes roughly one-third of the qualifying gas load. As a result, correcting the goals would 19 

result in an increase of roughly 50% to the goals Nicor has proposed. While I would expect most 20 

of the larger transportation customers may be able to purchase their commodity at competitive 21 

rates that may be somewhat lower than Nicor’s commodity charges, I imagine under a 22 

competitive environment Nicor would offer reasonably competitive supply. Therefore, I would 23 

expect the underestimate of applicable revenue to calculate the rate cap to be of the same general 24 

magnitude on a proportional basis — in other words also underestimated by about one-third.  25 

 26 

                                                 

 

9
 Note Nicor also seems to exclude the clause about NAIC 22111 and those customers with non-specific industrial 

classifications but who use more than 8 million therms per year in the State of Illinois. However, these are more 

minor distinctions. 

10
 220 ILCS 5/8-104(m). 

11
 220 ILCS 5/8-104(m)(1). 
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Q.  Have you recalculated the appropriate goals and spending caps for Nicor? 1 

A.  No. While I believe the above percentage increases are reasonably accurate, I have 2 

no way to precisely calculate this for Nicor with the information available to me at this time. 3 

First, I do not know if any of the transportation customers excluded might also be appropriately 4 

excluded because they are purchasing gas for resale, or some other use that would exempt them. 5 

Secondly, I have no way to adjust the subsection (m) exclusions because I do not have data on 6 

which customers and associated volumes have applied for the SDC. 7 

 8 

Q.  What do you recommend to the Commission regarding the issue of gas goals 9 

and rate caps? 10 

A.  The ICC should reject this plan and direct Nicor to properly calculate its gas goals 11 

including all transportation gas delivered by Nicor to end-use customers not falling under the 12 

subsection (m) exemption. The ICC should also direct Nicor to properly calculate and document 13 

all subsection (m) exemptions, including providing explicit information about the number of 14 

customers, if any, that have applied for the SDC option, along with the gas load associated with 15 

those customers. 16 

 17 

Q.  Would you expect substantial benefits would accrue to customers if Nicor 18 

included all appropriate transportation customers in its determination of gas savings 19 

goals and budget? 20 

A. As noted above, obviously this would have the simple effect of significantly 21 

increasing savings and spending, thereby providing greater net benefits to Nicor customers. In 22 

addition, such an inclusion would have a positive ripple effect across multiple service territories.   23 

In addition to increasing savings and spending, additional secondary benefits to the overall 24 

portfolio include: 25 

 EM&V spending limits, which Nicor acknowledges are a resource constraint, 26 

would also increase proportionally. This will enable better and more extensive and 27 

timely evaluations. 28 

 I would expect administrative costs, which seem somewhat high (and are 29 

addressed further below) to go down as a percent of overall spending as programs 30 

are enlarged, and fixed costs for things like planning, overhead, data tracking, and 31 

other areas are spread over greater levels of effort and savings. 32 
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 Nicor could better match ComEd goals for joint and cooperative programs. This is 1 

important for a number of reasons. First, it avoids lost opportunities where a 2 

customer is engaged with a program but Nicor can not fully fund all the gas 3 

efficiency opportunities because of budget limits. Second, it potentially frees up 4 

some funds for ComEd to better meet its goals and focus on comprehensive 5 

solutions while limiting its spending by its more onerous rate cap. 6 

(IV.) Evaluation, Measurement and Verification Activities 7 

 8 

Q.   Nicor Witness Lawless makes a number of recommendations regarding 9 

EM&V. Do you have any objections to Mr. Lawless’ recommendations? 10 

 11 

A. Nicor witness Kevin Lawless offers proposals concerning program evaluation in 12 

his direct testimony Nicor Exhibit 2.0 at 17-19 and 20 – 22. These include: 13 

 14 

1) Gross measure savings should be ―deemed‖ or fixed during the three year plan, 15 

except for custom measures. Adjustments, if any, shall be made on a prospective 16 

basis beginning with the second 3-year plan period; and 17 

 18 

2) Net-to-gross ratios shall be ―deemed‖ or fixed for the duration of the plan and 19 

adjustments, if any, shall be made on a prospective basis beginning with the 20 

second 3-year plan period; 21 

 22 

Additionally, Nicor proposes to conduct both process and impact evaluations over the 3-23 

year plan period in accordance with the Section 8-104(f)(8).  Impact evaluations will focus on 24 

assessing assumptions related to measure lives, net-to-gross ratios and baseline energy usage. The 25 

intent of the impact evaluations, according to Nicor, is to regularly assess program impacts but 26 

not every program will be evaluated every year.
12

  27 

 28 

I have a number of concerns with the Company’s evaluation recommendations. My 29 

biggest concerns relate to Nicor’s deeming proposal for the entire 3-year plan period, and most 30 

specifically to the deeming of net-to-gross (NTG) ratios. This is neither consistent with previous 31 

discussions between other regulated distribution utilities and the Stakeholder Advisory Group 32 

                                                 

 

12
 Nicor Ex. 2.0 at 21 (Lawless).  
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(SAG) nor with the ICC’s prior Order for the first 3-year plan cycle for the ComEd and Ameren 1 

electric EEPs.
13

   Although there was never a finalized agreement at the SAG, all parties worked 2 

toward an agreement on a common framework for how and when to apply net-to-gross deemed 3 

values.  Nicor’s proposal appears to diverge significantly from this draft agreement.
14

  I have 4 

attached what I believe to be the latest working draft of the SAG NTG framework as AG Exhibit 5 

1.3. The aspect of Nicor’s recommendation that is of greatest concern relates to the request to 6 

prospectively fix or deem Net-To-Gross (NTG) values for the entire three plan years.
15

 I discuss 7 

my net-to-gross concerns in greater detail below, as well as other issues related to unit annual 8 

impacts (i.e. gross measure savings). I then address issues around formal evaluation planning, 9 

procurement and implementation and the role of the SAG in this process. 10 

Q.  Please explain what you mean by net-to-gross ratios. 11 

A.  Net-to-gross (―NTG‖) ratios refer to factors developed through program 12 

evaluations to adjust the gross savings utilities are tracking to reflect the ultimate net 13 

impacts of the programs. Gross savings are generally adjusted for free ridership and 14 

spillover. Free ridership refers to those program participants who would have installed 15 

the efficiency measures on their own, so while they are counted in the program, no net 16 

savings are actually occurring. Spillover refers to efficiency measures adopted by 17 

customers because of either direct or indirect influence of the program, but who do not 18 

formally participate in the program and are therefore not initially counted in the utility 19 

tracking system of gross savings. 20 

I address issues related to the Company’s request for a 3-year fixed term for deeming, as 21 

well as some concerns with the specific NTG ratios proposed and the level of disaggregation of 22 

NTG ratios by measure or major market, following discussion of Nicor’s proposal to deem 23 

measure savings. I believe Nicor’s NTG proposal is in conflict with both current ICC precedent 24 

and the NTG framework established by the SAG. 25 

                                                 

 

13
 ICC Orders in Docket Nos. 07-0539, 07-0540 and 07-0541.  

14
 Note this agreement was originally worked on by the stakeholders, ComEd and Ameren and did not include gas-

only utilities. However, Nicor has attended SAG meetings on a regular basis and has been aware of this agreement 

and had the opportunity to suggest modifications to it during the period when it was developed. 

15
 Nicor Ex. 2.0 at 17 and Nicor Ex. 2.3. 
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Q.  Please elaborate on Nicor’s request with respect to fixed or deemed NTG 1 

ratios and gross measure savings. 2 

A.   According to Nicor, its evaluation plan is consistent with Section 8-104 (f)(8), in 3 

that the Company will, to the extent possible, seek to make measure savings adjustments, if any, 4 

on a going forward basis as a result of evaluations.
16

 Nicor proposes to prospectively fix or deem 5 

values for NTG ratios and gross measure savings based on previous evaluations and other 6 

research for the duration of this three-year planning cycle. I recommend that the ICC reject this 7 

proposal.  8 

In short, my general concerns relate to the length of time Nicor proposes to deem factors. 9 

While I do not oppose all deeming, particularly for certain markets, measures or programs much 10 

can change over three years. I believe deeming should be no longer than annually, with 11 

opportunities for Nicor, the ICC or its Staff, or Stakeholders to be able to request consideration of 12 

modifying deemed values at least annually to ensure that Nicor is using the best information 13 

available at the time and prospectively. I propose the SAG is the appropriate forum to consider 14 

these factors and whether adjustments should be made. Below I address each factor above 15 

individually. While they are clearly intertwined, there are also unique issues with each of them.  16 

 17 

Q.  What are your concerns with deeming Nicor’s proposed unit annual impacts, 18 

or “gross measure savings” in its programs?  19 

A.   Gross measure savings refer to the estimated total savings (kWh or therms) that 20 

will be saved by a particular measure. Gross savings refers to the total expected savings from a 21 

measure installed, without regard for the total net impacts of a program that should be adjusted 22 

for things like free riders — those participants who installed a measure but would have installed it 23 

without the program. Typically, utilities will track measure installations and gross savings in their 24 

database, to be adjusted for things like free riders in the future to ultimately arrive at the net 25 

impacts of a program. For all intents and purpose, Nicor’s term ―unit annual impacts‖ is 26 

synonymous with gross measure savings. 27 

Nicor is proposing to deem gross measure savings for the full 3-year period of the plan 28 

except for custom measures.
17

 Nicor provides these values in Nicor’s Ex. 2.3. I support the 29 
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concept of deeming gross measure savings so long as they are restricted to standard or 1 

―prescriptive‖ measures, as Nicor appears to be proposing. However, Exhibit 2.3 includes an 2 

extensive list of measures, with little explanation of the basis for the values in it. As a result, and 3 

given the resources available for this docket, it is not reasonable to expect these values to be 4 

deemed without a more thorough review, the opportunity to understand the underlying 5 

assumptions, and discussion of their appropriateness. I suggest the ICC only provisionally deem 6 

measure savings values, and direct that Nicor address any appropriate modifications with the 7 

SAG. I would recommend that the ICC lock in the values for the first plan year (PY1), with the 8 

expectation that appropriate adjustments could be made to be used prospectively starting at the 9 

beginning of PY2. 10 

Specifically, I recommend the ICC direct that: 11 

1. Savings for measures provided in Nicor Ex. 2.3 be deemed for PY1; 12 

2. There should be an ongoing SAG process to review and adjust values 13 

following the provisional deeming, and SAG members as well as Nicor, 14 

its implementers, and evaluators should be able to propose modifications;  15 

3. Ongoing modifications should be adopted no later than at the beginning of 16 

the following plan year (June 1) from establishment of new values in the 17 

SAG; and 18 

4. Nicor (ideally in collaboration with the other Illinois gas and electric 19 

utilities) should establish and maintain a Technical Reference Manual that 20 

documents in a transparent way how savings are estimated, and supports 21 

on-going effective modification and version control. 22 

 23 

Q.  Explain your recommendation regarding development of a “technical 24 

reference manual.” 25 

A.  As mentioned above, some jurisdictions maintain a set of algorithms that 26 

define all parameters involved in estimating measure savings rather than simply a table of 27 

kWh/year or therms/year.  Often these are referred to as ―technical reference manuals‖ 28 

(―TRM‖). I recommend that the ICC direct Nicor (along with the other gas and electric 29 

utilities) to develop a TRM. This is important for transparency, documentation, accuracy, 30 

ease of on-going modifications and version control, and consistency. 31 

A simple therm value provides very little transparency and clarity about the 32 

underlying assumptions from which it is derived. As a result, as the market or evaluation 33 
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findings change, it is often difficult to determine appropriate ways to adjust savings. For 1 

example, if a new baseline efficiency is defined, but there is no readily available 2 

information on what the original baseline assumption was, one can not easily determine 3 

the appropriate adjustment. Spelling out clear assumptions and parameters provides 4 

stakeholders and the ICC with greater transparency, and provides a single place where all 5 

assumptions are documented. These assumptions can vary by utility where appropriate, 6 

for example because of weather variations. 7 

This approach allows easier global adjustments and on-going modifications, and 8 

allows for proper documentation of what changed and when. This is critical for 9 

evaluators and prudency reviews, since the deeming process permits certain values to be 10 

used only for specific periods, and then requires different values to be adopted by a 11 

certain date. Establishing a TRM that clearly documents effective dates and has good 12 

version control will go a long way to improving utility data accuracy and facilitating 13 

critical review of data.  14 

Finally, it would facilitate a much more open, clear, productive, and well-15 

documented SAG process of review and modifications. Currently, stakeholders must 16 

calculate their own value based on what they believe are reasonable assumptions and see 17 

how it compares with the utilities’ value to assess whether a kWh or therm value is 18 

reasonable or appropriate. If values diverge, there is no information about a particular 19 

utility assumption with which a stakeholder might disagree with. If the algorithm and 20 

parameters are spelled out, one can simply consider the appropriateness of the algorithm 21 

and parameters used. 22 

 23 

Q.  Please explain the major difference between Nicor’s proposed application of 24 

NTG ratios and your understanding of current ICC precedent and the NTG 25 

framework established by the SAG. 26 

A.   As noted above, Nicor has proposed that all NTG ratios used in the planning 27 

process be deemed for the entire three plan years. Effectively, Nicor is proposing to shift the 28 

much of the fundamental performance risk of its EEP from the Company to its ratepayers. By 29 

deeming NTG ratios and measure savings, Nicor is simply held to the number of projects and 30 

measures that get installed, regardless of whether actual EEP performance meets the performance 31 

targets the legislature clearly set out in the Act. The simple fact that the Act imposes both 32 
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performance targets of specific savings values and penalties to the Company for non-performance 1 

shows the intent was for this risk to be borne by the utility rather than the customers. 2 

Q.  Why do you assert that deeming savings shields only Nicor from risk and 3 

exposes the ratepayers to greater risk? 4 

A. Quite simply, the ratepayers will foot the bill, and are entitled to know that they 5 

got what they paid for in terms of savings and economic benefits, reduced environmental risks 6 

and pollutant emissions, and downward pressure on supply costs.  Underperformance hurts 7 

ratepayers directly. By locking in deemed values for the full period of the plan, Nicor is not only 8 

relieved of much of the performance risk intended to apply to them, but also no longer has the 9 

best incentives. 10 

Q.  Explain why Nicor would no longer have the best incentives under a full 3-11 

year deeming scenario? 12 

A. NTG ratios are a function of many things, with the most important being program 13 

design and implementation procedures, as well as factors specific to particular measures such as 14 

current market saturations and barriers customers face. As a result, a NTG ratio is not some sort 15 

of fixed fundamental number that cannot vary. Rather, it can be heavily influenced by the utility 16 

practices, how it markets programs, how it sets incentive levels, and numerous other 17 

implementation details. By holding Nicor accountable to evaluated results, they have a strong 18 

incentive to strive to maximize NTG ratios because they want to get credit for maximum savings 19 

and avoid penalties. Once these values are locked in, perverse incentives are created where Nicor 20 

is now shielded from the impacts of poor net savings performance. At its worst, it can encourage 21 

targeting free riders; at best, it still removes the incentive for Nicor to continually assess consider 22 

how markets and customers are responding to its programs and whether shifts in program design 23 

or budgets are appropriate.  Given that Nicor request flexibility to change program designs, 24 

modify incentives, and shift resources, Nicor should also retain the responsibility to show that it 25 

has captured savings of at least the performance goals. Otherwise, the opportunities for gaming 26 

the system by making changes based on locked in values that may no longer be correct can result 27 

in bad decisions for ratepayers. 28 

 29 

Q.  You mention that Nicor’s deeming proposal is inconsistent with current ICC 30 

policy. What is the basis for this assertion? 31 

A.  Three years ago the issue of deeming NTG ratios was litigated in Dockets 07-32 

0539, 07-0540, and 07-0541, related to the first 3-year plans for the electric EEPs. I provided 33 
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direct testimony in those dockets related to these issues. The ICC in its Order in these dockets 1 

declined to deem NTG ratios, and determined that utilities should estimate for planning purposes 2 

NTG ratios that are most realistic based on review of similar efforts in the Midwest and in 3 

consultation with its evaluation contractors.
18

 4 

 5 

Q.  Are the 3 year old ICC Orders related the first 3-year electric plans germane 6 

to the current gas plan? 7 

A.  Absolutely. While through the SAG NTG Framework developed by stakeholders, 8 

Ameren, ComEd and DCEO we have moved somewhat beyond the initial situation the ICC was 9 

dealing with — where no programs had yet begun or been evaluated — Nicor’s situation is 10 

completely analogous to the issues the ICC considered in 2007. The important points are that: 11 

1. This is the first 3-year plan, and as such there is the highest level of uncertainty 12 

about Company performance and capability, and the ultimate appropriate NTG 13 

ratios; 14 

2. Because the goals are relatively low during the first 3-year plan, and budgets are 15 

not constrained, there is ample time and opportunity for Nicor to hedge against 16 

risk, possibly striving to increase savings somewhat as a buffer and also to adjust 17 

its programs after some early evaluation or other study results, if appropriate; and 18 

3. There appears to be little basis for the NTG ratios proposed, with many of them 19 

based on the California default NTG ratio for miscellaneous and unevaluated 20 

programs — exactly the source rejected by the ICC in 2007.
19

 21 

 22 

Q.  Can you provide more detail regarding the basis for the Nicor proposed NTG 23 

ratios? 24 

A.  Yes. Nicor provides its NTG ratios in response to DAB 1.05 Ex. 1. In addition, it 25 

provides a column titled ―NTG Reference‖ that shows the source of these values. Of the 87 values 26 

provided,  59 (more than two-thirds) are default values from the CA DEER database, rather than 27 

values specific to a similar program or territory. Of the remainder, a few are based on North 28 
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Shore Gas Company assumptions. However it is not clear whether these are actual evaluated 1 

results or simply a North Shore planning assumption. The remainder are values used in Nicor’s 2 

Rider 29 filing, also presumably planning assumptions with little actual data supporting them. 3 

Despite questions asked by ELPC and Staff for the basis and rationale for the NTG values, this is 4 

all Nicor has chosen to provide.  5 

 6 

Q.  Doesn’t Nicor Witness Kevin Lawless state in his direct testimony that the 7 

potential study was the basis for the NTG ratios? 8 

A.  Yes. Mr. Lawless states ―The primary source [of the NTG ratios] was the baselines 9 

established in the MPS [potential study]. The current market saturation and penetration rates from 10 

the study were used to estimate freeridership.‖
20

 However, I am confused by this statement. First, 11 

given the source references in DAB 1.05 Ex. 1 and the response to DAB 1.04, it seems clear that 12 

most NTG ratios simply rely on the same California default ratio of 0.8. Certainly none of the 13 

NTG ratios Nicor has presented appear to in anyway be based on new Nicor primary research, as 14 

Mr. Lawless states. Second, it is not clear exactly how one would determine freeridership simply 15 

from data on market saturations without also considering the program designs, as even a 16 

relatively low market saturation can result in extremely high program freeridership. Given that 17 

none of the NTG ratios appear to vary by measure rather than program, it seems odd that these 18 

values would have been based on specific primary research in Nicor territory regarding market 19 

penetrations.  20 

 21 

Q.  You mention the SAG NTG Framework. Please explain what that is? 22 

A.   As mentioned above, in collaboration with Ameren, ComEd and DCEO 23 

stakeholders developed a tentative agreement for deeming NTG ratios that would provide the 24 

utilities significantly reduced risk, while still preserving incentives for utilities to strive to 25 

maximize NTG ratios and make appropriate mid-course corrections. Because many of the electric 26 

programs have already been evaluated, this provides some certainty to utilities on savings claims 27 

for those programs that have evaluated results, which can be deemed until new values are 28 

available for prospective use. Regarding those programs that are new or for existing programs 29 

being modified, the SAG framework states: 30 
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For existing and new programs not yet evaluated, and previously 1 

evaluated programs undergoing significant changes — either in the 2 

program design or delivery, or changes in the market itself — NTG ratios 3 

established through evaluations would be used retroactively, but could 4 

also then be used prospectively if the program does not undergo continued 5 

significant changes...
21

 6 

The SAG framework was never formally agreed to by all parties. It is, however, adopted 7 

as part of the proposed settlement in ComEd Docket No. 10-0570 related to its second 3-year 8 

electric plan.
22

 I have attached a copy of the latest working draft as AG Exhibit 1.3. 9 

 10 

Q.  Explain the significance of SAG Framework. 11 

A.  I believe the framework developed was a reasonable approach at balancing utility 12 

risk, ratepayer risk, accuracy, and the need to focus EM&V resources on those areas where they 13 

are most useful. If the Commission approves the ComEd Settlement, I believe it would be 14 

appropriate to adopt the SAG framework as a guidance document for other utility EEPs as well, 15 

as it would be appropriate to treat all utilities performing an EEP under the Act consistently. Even 16 

if the Commission were to reject the ComEd Settlement, the adoption of the SAG framework 17 

provides a balanced approach that allows for deeming of NTG ratios once some reliable and 18 

relevant data about the program is developed, while also ensuring that ratepayers get what they 19 

pay for. 20 

 21 

Q.  Does retroactive use of initial NTG ratios create too much uncertainty and an 22 

unacceptable level of risk for Nicor? 23 

A.  No. I do agree that NTG-related risks can only be managed with imperfect 24 

information. For example, under a retroactive framework Nicor cannot know the ultimate NTG 25 

ratio to which it will be held. However, all else being held equal, Nicor and its implementation 26 

contractors still have many day-to-day implementation and program design decisions that can 27 

influence NTG ratios, and can manage to optimize the NTG ratios. Just as students cannot know 28 

what grade they will receive from a teacher in advance, they can still manage the risk by 29 

performing at a high level and trusting that, all else being equal, the better the student’s efforts the 30 
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higher the likely final grade will be. As a result, I believe that being held accountable to actual 1 

NTG ratios, even retroactively, does provide Nicor with the correct incentives — namely to strive 2 

for the best possible outcome. 3 

Second, I disagree with Nicor that timing necessitates deeming NTG ratios for a full 3 4 

years.
23

 While I agree that full-blown impact evaluation studies would need to lag programs by at 5 

least one year, and therefore would not produce results until the end of 2012, even that allows for 6 

mid-course corrections after roughly only half of the total three-year goal would have been 7 

captured. As a result, Nicor should be able to easily adjust. Further, I disagree that full blown and 8 

expensive and impact evaluations are necessary to reasonably estimate NTG ratios. A participant 9 

survey, for example, could be done for something like gas furnaces (perhaps the most uncertain 10 

NTG ratio with the biggest potential impact) even after 6 months of program delivery and be 11 

available prior to even PY2, at relatively modest cost. At that point, 83% of the three-year savings 12 

would still be planned for future program years.  13 

Finally, because the goals are relatively low for the first 3-year period and funds are more 14 

than sufficient, I see no reason Nicor can’t strive to overachieve goals somewhat to ensure against 15 

a surprisingly low NTG ratio estimate. Even if this overachievement turned out to be unnecessary 16 

to meet goals, the additional cost-effective savings would offer ratepayers greater net benefits 17 

while still under spending rate caps.  18 

 19 

Q.  Given your position explained above, what do you recommend the ICC adopt 20 

for a framework? 21 

A. I recommend the ICC reject Nicor’s proposed deemed NTG ratios. Nicor has not 22 

provided any sufficient explanation to support these proposed values as particularly relevant to its 23 

programs or measures. In addition, I recommend the ICC adopt the basic framework established 24 

by the SAG and the primary guidance and principles behind appropriate NTG treatment. Under 25 

this approach, I would expect the SAG to work with Nicor to establish a high level evaluation 26 

plan that identifies what NTG values will be measured, when results would be available, and how 27 

they would be used prospectively in terms of starting dates and duration. Under this approach, the 28 

SAG would also be free to agree to deem a NTG value based on currently available information 29 

and forego evaluation of NTG ratios for a particular program or measure if it agreed that the 30 
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resources necessary to refine the NTG estimate were not justified based on EM&V resources, 1 

uncertainty, and the level of ultimate likely impact. 2 

 3 

Q.  Given your comments that there is sufficient time to address NTG ratios with 4 

studies, please comment on Nicor’s intent to rotate impact evaluations across 5 

programs and years on a regular basis but that every program will not be evaluated 6 

every year? 7 

A.  I believe at this point Nicor’s recommendation is premature for a three-year 8 

EM&V plan because it is too proscriptive and could result in a poor allocation of limited EM&V 9 

funds. Fundamentally, limited EM&V funds should be allocated where and when they are most 10 

useful. This determination should consider things such as, but not limited to:   11 

 How new is the program? 12 

 How much of Nicor’s resources are being expended on a given 13 

program? 14 

 When did the program start? 15 

 Is the program expected to be continued for a long time or be phased 16 

out? 17 

 What share of the portfolio impacts come from the program? 18 

 How uncertain are a particular program’s impacts, and how big is that 19 

uncertainty relative to the overall portfolio savings? 20 

 Is the program a new, complex delivery system, such that an early 21 

process evaluation is warranted? 22 

 Are the market and program well understood, and are reasonable values 23 

such as NTG ratios known with reasonable certainty from other 24 

jurisdictions or publicly available studies or data? 25 

 Is the market very dynamic and changing rapidly enough to warrant 26 

two evaluations during a single plan period? 27 

 28 

While the above is not a comprehensive list, the point is that automatically doing process 29 

and impact evaluations on a program once and only once may not result in the optimal allocation 30 

of these scarce resources. Also, planning only for large, expensive and very time-consuming 31 

evaluations and not allowing flexibility for smaller studies may further constrain these resource 32 
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decisions. For example, often an ―early-look mini-process evaluation‖ can be very important in 1 

the first year to assess whether implementation procedures are working as expected and whether 2 

Nicor and contractor organization and data systems are working properly. I would also expect that 3 

some early attention to process assessments of the effectiveness of joint and cooperative programs 4 

may be important (with funding shared by Nicor and ComEd). 5 

Note that I am not advocating specifically for more or less evaluations than Nicor 6 

envisions. I agree with Nicor that the 3% limit on evaluation spending results in fairly low 7 

evaluation resources, and that these should be targeted where they provide the greatest overall 8 

value. However, as noted above, fixing the Nicor goals and spending limits based on Nicor’s 9 

erroneous interpretation will provide roughly 50% greater evaluation funds, to somewhat offset 10 

this problem. I also would support allowing Nicor to treat its full 3-year evaluation budget as a 11 

single cumulative limit, rather than constraining each year to only 3% of each year’s budget, if 12 

the Commission determines this is allowable under the Act. 13 

Managing limited evaluation resources may require trade-offs between important 14 

objectives. One objective is to provide the ICC and ratepayers with adequate assurance that 15 

Nicor’s programs are indeed providing the net savings that ratepayers are paying for, and are 16 

doing so efficiently and effectively. Another objective is for Nicor and its contractors to learn 17 

from evaluations about ways the programs can be improved, what is working well and what may 18 

not be. Rather than proscribe specific evaluation activity now (prior to even retaining an 19 

evaluator) the ICC should direct Nicor to work with the SAG and evaluation contractor(s) (as 20 

ComEd and Ameren have effectively done over the past 3 years) to develop a thoughtful and 21 

reasoned EM&V planning process that considers trade-offs and resource limitations and that 22 

makes the most of the limited funds available.  23 

 24 

Q.  How do you propose that deliberative EM&V planning process occur? 25 

A.  I suggest that the SAG, in concert with the evaluation contractors, explore these 26 

trade-offs and work together to develop EM&V high level plans. This was done as part of the 27 

SAG with the electric utilities first 3-year evaluation plan. It is worth noting that Nicor’s 28 

commitment to SAG collaboration seems to be lacking. In response to a number of AG data 29 

requests (AG 2.10-2.13) where Nicor was asked a series of yes or no questions about its 30 

willingness to engage with the SAG on various issues Nicor declined to directly answer the 31 



AG Exhibit 1.0 

 25 

questions. Rather, it simply indicated it believed the Act does not require a SAG process.
24

 While 1 

Nicor’s responses are short of a direct answer to the questions, my only conclusion is that Nicor is 2 

resistant to effective good faith engagement with the SAG. The ICC should therefore direct this 3 

collaboration, as it has for the electric utilities in their first 3-year plan. I note that the ICC, in its 4 

07-0540 Order affirmed the SAG’s responsibilities should include ―establishing agreed-upon 5 

performance metrics for measuring portfolio and program performance…‖
25

 Both Ameren and 6 

ComEd have also indicated this involvement has been very helpful to them in developing, 7 

delivering and evaluating its EEP portfolio over the past three years.
26

   8 

 9 

Q.  Do you have any comments regarding the benefits of statewide evaluations 10 

versus utility-specific evaluations? 11 

A.  Yes. There may well be instances where joint statewide evaluations make sense. 12 

Specifically, for programs delivered jointly with ComEd, Nicor and ComEd should strive to 13 

implement joint evaluations. There may also be programs similar enough between Nicor, 14 

Integrys, and Ameren to justify some joint evaluations. Joint evaluations should be pursued where 15 

they offer economies of scale and can provide consistent methodologies and provide results to 16 

compare across territories.  17 

I recommend the ICC direct that Nicor, in collaboration with the SAG, develop evaluation 18 

plans that strive to maximize benefits by combining evaluation efforts wherever possible and 19 

appropriate across any combinations of gas and electric utility jurisdictions where programs are 20 

similar or jointly offered. 21 

 22 

(V.) Flexibility 23 

 24 

Q.  Nicor requests flexibility to modify its gas plans without further ICC 25 

approval. Do you support this proposal?
27

 26 
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A.  Yes, with some conditions.  Nicor has proposed that it be afforded virtually 1 

unlimited flexibility to shift budgets between sectors (residential and C&I) or programs, spend up 2 

to 20% more than budgeted in any market, and to add cost-effective measures, without ICC 3 

approval.
28

 Nicor further states that it will ―document any significant changes in its required 4 

quarterly reports to the Commission. Where changes are substantial the Company will also 5 

inform Commission Staff so that they are aware of the changes in a timely fashion.‖
29

 ComEd, in 6 

its Plan in Docket 10-0570, proposed similar flexibility, but it also established criteria by which it 7 

would inform the SAG if it intended to significantly modify the plans (similar to the guidance 8 

required by the ICC in its prior Order). In particular, ComEd proposes to fully discuss with the 9 

SAG prior to initiating the change, any shift in the budget that results in a 20% or greater change 10 

to any program’s budget, or that eliminates or adds a program..
30

  Presumably, these 11 

modifications would then be discussed and debated among the SAG, and while the utility would 12 

ultimately have responsibility for any decisions, SAG members would be free to petition the ICC 13 

for reconsideration if they were not able to come to a satisfactory agreement.
 31

 14 

Nicor has not specifically proposed these conditions. I believe ComEd's approach is 15 

reasonable. As the entity with responsibility for meeting goals and potentially at risk for penalties, 16 

I support allowing Nicor flexibility to manage its portfolio and make midcourse corrections as 17 

appropriate as it learns more from evaluations, market conditions, and actual experience with 18 

program penetrations, subject to the same conditions as ComEd has proposed, as well as a few 19 

others discussed below.  20 

I also recognize there is a tension between this flexibility and issues around deeming of 21 

impact values (discussed further below). If all values are deemed for the full 3-year plan period, 22 

then Nicor may have perverse incentives to modify the portfolio in ways that are not conducive to 23 

optimizing true net savings, but rather optimizing its savings claims based on deemed values that 24 

may no longer be appropriate. As discussed above, I oppose Nicor’s deeming proposal. However, 25 

if the ICC were to approve Nicor 's proposal to deem most measure impact factors for a full 3-26 
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year period, I suggest flexibility should be much more limited. Essentially, any deemed value 1 

should be dependent on the specific program design details. With complete flexibility Nicor 2 

would be free to modify programs in ways that no longer reflect those for which values were 3 

initially deemed. I support the flexibility Nicor has requested only if the ICC adopts my proposal 4 

for deeming which is that deemed measure savings are only preliminarily approved and can be 5 

modified in collaboration with the SAG, and that the NTG factors would initially not be deemed 6 

and potentially be adjusted annually based on new information. 7 

 8 

Q.  You state that you propose a few other conditions on Nicor’s flexibility. What 9 

are they? 10 

A.  In addition to ComEd’s list of criteria that would trigger SAG involvement, I 11 

recommend that the ICC establish some additional constraints on Nicor, as follows: 12 

1. Nicor shall not shift more than 10% of spending between residential and C&I 13 

sectors without ICC approval; and 14 

2. Nicor shall not modify its plans such that it no longer meets the statutory 15 

requirements for allocations to the low income and state and local government 16 

markets. 17 

 18 

Q.  Why do you propose the additional criteria? 19 

A.  These criteria are appropriate for equity reasons. First, unlimited shifting 20 

between sectors should be clearly tied to the reconciliation of any riders to guard against 21 

cross subsidies between these sectors. While opportunities to ensure that each sector only 22 

contributes to programs available to it can be dealt with at the time specific Riders are 23 

established, I am also concerned that Nicor has proposed a significant shift away from 24 

residential toward C&I savings. While this may make sense in terms of the cost-effective 25 

potential and the costs to capture savings within the different sectors, I believe further 26 

significant shifts away from the residential sector raise some important policy and equity 27 

issues (even absent any cross-subsidies), as it could potentially deny residential customer 28 

the bulk of the net benefits from the EEP.  29 

The second criterion ensures equity for low income and government customers 30 

for which the legislature indicated a clear intent to allocate at least a minimum portion of 31 

the overall portfolio expenditures. 32 

 33 
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(VI.) Program-specific concerns  1 

 2 

Q.  Do you have program specific comments regarding Nicor’s proposed 3 

programs? 4 

A.  Yes, my comments focus on Nicor’s descriptions relative to jointly offered 5 

programs, cooperative programs and administrative costs.  6 

 7 

Q.  Nicor plans to jointly offer certain programs with ComEd while others will be 8 

implemented in cooperation with ComEd. Does the amount of underinvestment by 9 

Nicor during PY 1 and PY 2 have ramifications on the rate of total energy savings 10 

(i.e. gas and electric)?  11 

A.  Yes. Nicor is proposing to ―jointly‖ deliver certain programs with ComEd, while 12 

at the same time working ―cooperatively‖ with ComEd to implement other programs.
32

 Offering 13 

joint programs is an appropriate use of ratepayer funds and can help leverage savings across 14 

multiple utility services.  Similarly, cooperative programs, where applicable, also can result in 15 

positive benefits. But, such joint and cooperative efforts need to be choreographed from the 16 

beginning and each utility needs to clearly understand their respective roles. Nicor’s plan, 17 

however, appears to lack specificity in many respects. What is more problematic is that the 18 

Company’s allocation of resources underscores the company’s lack of commitment to these joint 19 

and cooperative efforts. If Nicor were to increase its investment up to the revised spending cap -- 20 

meaning budgets and savings goals incorporate all appropriate transportation load and allocate 21 

additional funds to joint and cooperative offered programs -- both electric and gas savings could 22 

increase substantially. Further, it is important to note that as statutory savings goals increase in 23 

the future, both Nicor and ComEd will incur additional costs to re-visit many of the locations that 24 

have already participated in either joint or cooperative programs in order to garner deeper savings 25 

per facility. Thus, societal benefits from efficiency will be reduced in the long run due to Nicor’s 26 

short term perspective to accomplish only the minimum savings goals.  27 

 28 

Q.  With respect to joint programs, are you concerned that Nicor’s role is 29 

inadequate? 30 
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A. Yes, I am concerned that Nicor’s role in providing jointly offered programs seems 1 

somewhat undefined, haphazard, less vigorous than it could be, and inconsistent with ComEd's 2 

expectations.    3 

According to Nicor, joint programs are those programs for which there are a high potential 4 

to benefit both gas and electric utility customers. The utilities will determine a framework for cost 5 

allocation based on savings/benefits to each utility’s customers. The framework will be fair and 6 

equitable and will increase the cost effectiveness of the overall program for both utilities and their 7 

customer.
33

 8 

Jointly offered programs include: 9 

Residential  10 

 Single Family Retrofit/Single Family Home Performance 11 

 Multifamily Retrofit 12 

Commercial & Industrial   13 

 Small Business Direct Install 14 

 Retro Commissioning  15 

 New Construction  16 

 Building Performance with Energy Star 17 

 18 

With respect to the Single Family retrofit program, there appears to be some inconsistency 19 

between ComEd’s and Nicor’s estimated program participants. The table below provides a 20 

snapshot of participation (i.e. living units)
34

 and spending.
35

 The ComEd proposed figures reflect 21 

only those ComEd has listed as being treated by Nicor and subtract those targets Integrys would 22 

achieve, or presumably any ComEd customers in Nicor territory that do not have gas.  23 

                                                                                                                                                               

 

32
 Nicor Ex. 1.1 at 18. 

33
 Nicor Ex. 1.1 at 19. 

34
 ComEd Ex. 1.0 App E, pg 11. Integrys participation rates of 350 units have been omitted for the purposes of the 

analysis above.  

35
 Nicor data response AG 2.03, Exh. 1. 
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Joint Programs

Program Name

PY1 PY2 PY3 Total 

Proposed ComEd Program Participation(living units) 2,100             5,200             7,800                   15,100                     

Proposed Nicor Gas Program Participation (living units) 1,600 3,200 4,800 9600

ComEd Proportional Share of Joint Program Costs 364,890$       747,173$       1,110,501$         2,222,564$             

Nicor Proportional Share of Joint Program Costs 672,242$       1,213,995$   1,777,102$         3,663,339$             

Total Joint Program Cost $1,037,132 $1,961,168 $2,887,603 $5,885,903

Spending per ComEd Customer $174 $144 $142 $147

Spending per Nicor customer $420 $379 $370 $382

Single Family Retrofit

 1 

As the table above demonstrates, ComEd’s understanding is that Nicor will enroll up to 2 

15,100 living units in the program while Nicor envisions only 9,600 units.
36

 Additionally, ComEd 3 

explains that program costs will be allocated 80% to gas and 20% to electric; whereas Nicor 4 

states that no cost methodology has been determined at this point.
37

 Despite having stated that no 5 

cost allocation methodology exists, the above table indicates that ComEd will shoulder 38 percent 6 

of the three year total program costs based on Nicor’s data, or roughly double ComEd’s expected 7 

contribution.
38

  Again, if more gas measures were offered and a more robust gas implementation 8 

strategy employed, additional energy savings could be achieved at lower per unit costs. But, 9 

Nicor’s proposal for this joint program appears to limit its involvement and push more costs onto 10 

ComEd as evidenced above. Most importantly, it appears that Nicor plans to only treat 9,600 11 

customers, leaving more than 5,000 customers that could participate but would be denied the 12 

cost-effective gas opportunities. Nicor should be obligated to ensure that every ComEd 13 

participant in its territory that uses gas be offered all appropriate measures. 14 

Similarly, there are differences between ComEd’s expected role for Nicor and Nicor’s 15 

own description of its role in the Small Business Direct Install program.
39

   16 

                                                 

 

36
 ComEd’s efficiency plan was filed with the ICC on October 1, 2010; Nicor filed its plan on September 29, 2010. 

37
 ComEd Ex. 1.0, App E, pg. 11; Nicor data Response AG 2.04. 

38
 Derived by dividing ComEd’s total share of program cost($2,2 million) by the total combined program costs of 

$5.8 million   

39
 Nicor data response AG 2.03, Exh. 1. 
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Joint Programs

Program Name

PY1 PY2 PY3 Total 

Proposed ComEd Program Participation/Projects 800 1,200 1,200 3,200                      

Proposed Nicor Program Participation/Projects 1,140 2,800 3,750 7,690                      

ComEd Proportional Share of Joint Program Costs $3,389,913 $4,856,232 $4,861,174 $13,107,319

Nicor Proportional Share of Joint Program Costs $503,209 $721,130 $856,569 $2,080,908

Total Joint Program Cost $3,893,122 $5,577,362 $5,717,743 $15,188,227

Spending per ComEd Project $4,237 $4,047 $4,051 $4,096

Spending per Nicor Project $441 $258 $228 $271

Average Incentive per Project - ComED $1,766

Average Incentive per Project - Nicor $0

Small Business Direct Install

 1 

As the table above demonstrates, ComEd expects 3,200 projects. This figure includes both 2 

Nicor and Integrys projects, and therefore should presumably be higher than Nicor’s portion 3 

alone. However, Nicor anticipates 7,690 projects alone, or roughly double what ComEd plans to 4 

treat in its total territory. Clearly all gas customers have electricity. While some of Nicor’s 5 

projects may be implemented outside of ComEd’s service territory to the extent they exist, it is 6 

unclear from Nicor’s efficiency plan how many projects are intended for ComEd’s service area. 7 

Its plan also does not explain how Nicor intends to offer direct install services jointly with 8 

ComEd in its territory and how it will implement the program outside of ComEd’s territory. 9 

Given that all gas customers have electricity, it appears that Nicor’s plans may not be possible 10 

given ComEd's much lower participation goals. Nicor also intends to spend considerably less per 11 

project than ComEd, indicating that Nicor does not intend to aggressively address this important 12 

market. Small commercial customers typically do not enroll in efficiency programs unless there is 13 

a compelling reason. Invariably, the reasons to enroll revolve around making efficiency as easy as 14 

possible, which means Nicor’s and ComEd’s implementation contractor needs to provide turn-15 

key services at no cost to the customer. Specifically, Nicor lists a small number of relatively 16 

minor measures like programmable thermostats, showerheads, flow restrictors, and pre-rinse 17 

spray valves as the only standard measures in this program. It appears that they will simply 18 

suggest customers participate in their other programs for more significant measures. Given that a 19 

direct install strategy for small businesses has been adopted specifically because these hard to 20 

reach customers tend not to adopt efficiency without this service, ignoring the most significant 21 

measures through this delivery channel severely undermines the concept of a joint direct install 22 

program.  23 

Based on Nicor’s description of the above noted programs, it would appear that additional 24 

clarifications are warranted in order to ensure ratepayer funds are invested cost effectively in 25 
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efficiency. Also, it seems the actual plans to deliver joint programs need to be much more 1 

extensively developed.  2 

 3 

Q.  Do you have any comments with respect to the business custom program that 4 

will be implemented in cooperation with ComEd? 5 

A.  Yes, I do.  Cooperative programs are defined as those programs for which there 6 

are both electric and gas measures that would benefit the customer. For these programs, offerings 7 

will be made transparent to the customer. In addition, the utilities will collaborate in raising 8 

awareness of and educating customers on the benefits of energy efficiency.
40

  9 

Nicor will be offering business custom programs cooperatively with ComEd.
41

 However, 10 

based on the above definition, Nicor appears to be limiting its cooperation to simply raising 11 

customer awareness. This limitation undermines the effectiveness of the custom program and will 12 

result in lost energy efficiency opportunities. As the table below demonstrates, Nicor’s estimated 13 

participation rates and spending are symptomatic of the artificial limitations. For example, while 14 

ComEd expects to reach 1,500 customers in Nicor’s territory, Nicor seems to expect only 345 of 15 

those customers to install gas measures.  16 

Cooperative Programs
Program Name

PY1 PY2 PY3 Total 

Proposed ComEd Program Participation 400    500          600          1,500      

Proposed Nicor Gas Program Participation 35 85 225 345

ComEd Program Costs 6,105,332$   5,367,038$         6,758,643$         18,231,013$      

Nicor Program Costs 1,395,790$   2,718,823$         6,707,861$         10,822,474$      

Total Program Cost 7,501,122$   8,085,861$         13,466,504$       29,053,487$      

Spending per ComEd Customer 15,263$         10,734$              11,264$              12,154$             

Spending per Nicor customer 39,880$         31,986$              29,813$              31,369$             

Business Custom

 17 

The lack of custom projects, especially in the PY1 and PY2, relative to ComEd indicates 18 

that Nicor is not aggressively offering services of value to customers. Further, the efficiency plans 19 

filed by ComEd and Nicor indicate that the custom programs are highly focused on electric 20 

measures with only a handful of gas measures.   21 

                                                 

 

40
 Nicor Ex. 1.1 at 19. 

41
 Other cooperative programs include Residential heating & appliances, Residential new construction, Elementary 

Energy Education, and  Business incentive programs 
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Jointly providing custom programs with ComEd, and aggressively ramping up projects 1 

will improve program impacts and customer service. It will also increase the average proportional 2 

share of gas savings per custom project. While it is not essential to have a single implementation 3 

contractor deliver custom services, it is critical for each utility to assess energy savings 4 

opportunities holistically. This means that irrespective of how customers are enrolled into a 5 

custom program, the implementers need to perform a whole-building assessment and pursue all 6 

cost-effective opportunities within each customer facility. Thus, if a customer is engaged initially 7 

through Nicor, it should be their responsibility to manage the project, provide customers with a 8 

single point of contact, ensure ComEd’s implementation staff are apprised of the electric savings 9 

opportunities and vice versa, while providing service to a customer that leverages both utilities 10 

offerings. Under the current proposed program design, many energy savings opportunities would 11 

be lost because neither the gas nor the electric implementation contractors are expected to 12 

integrate their services other than build customer awareness. 13 

 14 

Q.  Given the above observations, what do you conclude about Nicor’s effective 15 

integration of programs with ComEd? 16 

A.   Nicor has not provided the detail. Nor has the company provided accurate and 17 

consistent figures to satisfy me that they have a clear plan for effective integration of programs. 18 

Not only do the figures Nicor and ComEd provide in many cases seem illogical given supposed 19 

joint or cooperative programs, but it seems clear that the commitment to truly integrated efforts 20 

has not been made, or at least not taken seriously in the planning process. I suggest the 21 

Commission disapprove of Nicor’s plan for the many reasons discussed above, and also direct 22 

Nicor and ComEd to work together to effectively design a single set of integrated programs that 23 

will truly be delivered in a seamless fashion to all eligible customers while providing for all cost-24 

effective comprehensive gas and electric measures. 25 

 26 

Q. With respect to your concerns about administrative costs, on page 34 of 27 

Nicor’s EEP (Nicor Ex. 1.1) the Company provides a breakout of program costs. In 28 

your opinion, are the costs appropriate? 29 

A.   Again, Nicor Exhibit 1.1 lacks enough specificity to determine whether forecasted 30 

costs are appropriate.  but administration costs do appear high relative to the prescribed 5 percent 31 
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cap imposed by the Chicagoland Natural Gas program policy and procedures manual.  Nicor’s 1 

three year total budget plan anticipates the following spending by program and cost category:
42

 2 

EEP Proposed Programs 

Internal Vendor Advertising & 

Admin IT Costs Implementation Incentives Promotion EM&V Total Budget 

Residential Programs 

Heating & Appliance Incentive 1,298,780        653,213        4,007,092                11,662,523  1,392,517          570,424              19,584,549         

Single-Family Retrofit 165,330           77,480          2,065,837                993,924       254,069             106,699              3,663,339           

Multi-Family Retrofit 1,485,160        604,071        12,418,334              -                  1,136,277          469,315              16,113,158         

New Construction 152,740           13,207          581,123                   819,046       122,387             50,655                1,739,157           

Elementary Energy Education 158,536           42,523          259,739                   -                  36,139               14,908                511,845              

Behavioral Energy Savings 244,098           91,400          -                              -                  24,864               10,811                371,173              

Residential Total 3,504,644        1,481,894     19,332,125              13,475,493  2,966,253          1,222,812           41,983,221         

Business Programs 

Business Incentive 1,286,938        507,181        766,488                   3,221,449    444,418             186,794              6,413,266           

Custom Business 1,343,352        521,279        2,130,405                5,778,750    733,471             315,218              10,822,474         

Economic Redevelopment 155,952           31,698          172,637                   756,000       86,288               36,078                1,238,651           

Retro-Commissioning 385,573           160,195        444,372                   1,348,495    187,786             75,793                2,602,213           

Small Business Direct Install 500,499           196,524        1,176,671                -                  146,605             60,610                2,080,908           

New Construction 169,019           73,352          289,249                   827,531       108,961             44,044                1,512,156           

Building Performance with ENERGY STAR 154,024           27,877          130,061                   320,000       47,968               20,398                700,326              

Business Total 3,995,357        1,518,106     5,109,883                12,252,225  1,755,497          738,935              25,369,994         

Emerging Technology -                       -                   -                              -                  -                         -                         2,795,000           

PY 3 Total 7,500,001        3,000,000     24,442,008              25,727,718  4,721,750          1,961,747           70,148,215         

As a percent of total budget 11% 4% 35% 37% 7% 3%

Three year program Totals

 3 

 4 

As the table above demonstrates, internal administrative costs amount to 11 percent of the 5 

total Nicor budget, or $7.5 million. The expected three year total cost is well in excess of the 6 

policy manual’s prescribed allocation. According to Nicor, administrative costs will be driven by 7 

three main factors: hiring 16 new internal staff members to oversee the EEP, contracting with 8 

third party vendors to supplement internal staff resources, and to collaborate with other utilities, 9 

municipalities, community groups and the DCEO.
43

  While all three of these factors appear, at 10 

face value, to be legitimate, Nicor’s plan does not fully justify why it needs roughly $3.9 million 11 

more than the amount prescribed by the manual. Expanding the program will certainly require 12 

additional internal staff and resources but it is unclear why a two fold increase is appropriate. As 13 

such, Nicor should be required to explain why it should be granted an exception from the manual 14 

requirements. 15 

Q.  Do you have other reasons to be concerned about Nicor’s spending? 16 

A.  Yes. In response to AG 2.09 Nicor indicates it has spent $2.2 million through 17 

November 1, 2010 on its planning consultant, Bass & Company. These costs seem quite 18 

                                                 

 

42
  Nicor Ex. 1.1 at 34. 

43
 Nircor Ex. 1.1 at 16 -17. 
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excessive based on my review of the plan and testimony developed by Bass, and in fact represent 1 

roughly 15% of the entire PY1 Nicor budget. Nicor chose not to competitively bid these services. 2 

Given the relatively high administrative costs and Nicor’s experience to date on plan development 3 

spending, the Commission, its Staff, and the stakeholders should be diligent in ensuring Nicor is 4 

spending funds most effectively, competitively bidding for services, and only recovers prudent 5 

expenditures. 6 

 7 

(VII.) DCEO Plans 8 

 9 

Q. Do you have any comments on DCEO’s Plans? 10 

A. Nicor and DCEO have a disagreement about the appropriate budgets over 11 

the 3 years of the plan. Nicor has proposed a reasonable ramp up, closely following the 12 

statutory goals in each year. As a result, providing DCEO funds based strictly on its share 13 

of 25% of total annual spending results in the transfer of funds amounting to $5.2 million, 14 

$7.8 million an $10.2 million for each of the 3 years. DCEO believes it can overachieve 15 

in the early years based on its past electric experience, and would like to have level 16 

funding. 17 

I believe Nicor’s plans are appropriate to provide it time to build capability, start 18 

new programs, and ramp up over time to well position it for PY4. However, I also 19 

recognize a compelling ratepayer interest in allowing DCEO to overachieve early goals, 20 

particularly because it is delivering services to the same customers to meet much higher 21 

electric goals and spending. I do not believe it would be appropriate for Nicor to deny 22 

DCEO the necessary funding to fully support projects where customers are ready and 23 

willing to install measures.  24 

I therefore suggest that the Commission allow the 25% of budget rule to be 25 

managed on a cumulative 3-year basis, and not specifically mandate that DCEO spending 26 

must equal 25% in each program year. Presumably, Nicor, DCEO and the ICC can 27 

establish an appropriate Rider level to support the planned expenditures of both Nicor 28 

and DCEO for each year, avoiding any need for Nicor to front substantial funds to DCEO 29 

that it has not yet collected. In the event DCEO is unable to spend all the funds provided 30 

in a given year, it can always be carried over to the following year. This approach ensures 31 

DCEO won’t need to walk away for potential cost-effective savings opportunities, while 32 
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at the same time smoothing out the rate impacts to customers by somewhat leveling the 3 1 

years worth of contributions. 2 

 3 

(VIII.) Nicor’s “Fixed Cost Recovery” Proposal 4 

Q. Are you commenting on Nicor’s request in its Direct testimony for the 5 

recovery of “the fixed cost portion of the volumetric charges…that are not received 6 

by the Company because of the energy conservation efforts of the Plan”, as described 7 

in Nicor witness Quick’s testimony? 8 

 9 

A. No. I am not.  It is my understanding that, following the filing of a motion filed by 10 

the Attorney General’s Office and the Citizens Utility Board, the Administrative Law Judge 11 

struck those portions of the filing and testimony that refer to this proposal.  I also understand that 12 

the Company has filed a Petition for Interlocutory Review of that ruling with the Commission that 13 

is pending.  I reserve the right to respond to the Nicor decoupling proposal in supplemental 14 

testimony should the Commission reverse the ALJ’s ruling.  15 

 16 

Q.  Does this conclude your testimony? 17 

A.  Yes. 18 


