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INTRODUCTION 1 
 2 

Q. Please state your name and business address.   3 

A. My name is Christopher C. Thomas.  My business address is 309 W. Washington, Suite 4 

800, Chicago, IL 60606. 5 

 6 

Q. What is your present occupation? 7 

A. I am employed by the Citizens Utility Board (“CUB”) as the Director of Policy.  My 8 

duties include filing expert testimony before the Illinois Commerce Commission (“ICC” 9 

or “Commission”) on behalf of CUB, as in this case, as well as oversight of the testimony 10 

filed by external expert witnesses on CUB’s behalf and management of the Policy 11 

Department. 12 

 13 

Q. Please summarize your professional experience.   14 

A. My professional career includes more than ten years as a utility regulatory economist.  I 15 

started my career as a regulatory economist in the Telecommunications Department of 16 

the Missouri Public Service Commission.  I became a CUB employee in September 2004, 17 

and have filed testimony before the ICC in numerous dockets.  CUB Exhibit 1.1, attached 18 

to this testimony, contains a list of the dockets in which I have filed testimony and my 19 

resume. 20 

 21 

Q. Please describe your educational background. 22 
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A. I have a Bachelor's degree in Business Administration with a concentration in Finance 23 

and a minor in Economics from Truman State University, and a Master’s degree in 24 

Economics and Finance from Southern Illinois University, Edwardsville. 25 

Q. What is the purpose of your testimony?  26 

A. I am responding to the Energy Efficiency Plan (“the Plan”) submitted by the Northern 27 

Illinois Gas Company d/b/a Nicor Gas Company (“Nicor” or the “Company”) for 28 

Commission approval pursuant to Section 8-104 of the Public Utilities Act (“PUA” or 29 

“the Act”), 220 ILCS 5/8-104.  In particular, I address: 30 

 The use of behavior change programs in promoting energy efficient behavior 31 

among residential customers, in particular the role third-party administrators 32 

can play in fostering innovative program design and the potential use of 33 

“Experimental Design” protocols to evaluate those types of programs;  34 

 The importance of having an independent evaluator review Nicor’s programs. 35 

 The need for a formal Stakeholder Advisory Group process to provide 36 

ongoing feedback and support for Plan programs; and 37 

 The need for ICC monitoring of Plan administration and marketing costs to 38 

ensure ratepayer dollars are spent on achieving as many cost-effective therm 39 

savings as possible. 40 

My testimony addresses each issue in turn.1 41 

 42 

                                                 
1 On October 25, 2010, CUB and the People of the State of Illinois (“AG”) filed a Motion to Strike 
portions of Nicor’s direct testimony and Plan which related to a fixed cost recovery mechanism proposed 
by Nicor.  That motion was granted on November 12, 2010.  The Company requested interlocutory 
review of that Order; that request is pending.  I therefore reserve the right to supplement my testimony 
should the result of the interlocutory review differ from that of the Administrative Law Judge. 



ICC Docket No. 10-0562 
CUB Ex. 1.0 

 

Page 3 
 

Q. What are your overall recommendations to the Commission? 43 

A. I recommend that the Commission approve the Plan, but with the following changes:  44 

 Behavior Change – Nicor should use an open bidding process to ensure that the 45 

most cost-effective behavior energy savings program is offered, and include 46 

stakeholders in the process.  The Company should also make it clear in the 47 

Request for Proposals that implementation vendors will be required to promote 48 

other plan measures, and collaborate with ComEd in this program.  49 

 Evaluation, Measurement &Verification – the Commission should request that 50 

Nicor’s independent evaluator consider using a more rigorous EM&V protocol, 51 

“Experimental Design,” to evaluate the behavior change pilot and other programs, 52 

instead of just the simple surveys Nicor proposes.   53 

 Stakeholder Advisory Group (“SAG”) – the Commission should order Nicor to 54 

participate in a natural gas SAG, joining ComEd, Ameren and Peoples Gas and 55 

North Shore Gas and collaborating with those utilities when appropriate. 56 

 Administrative and Marketing Costs - Administrative costs should be carefully 57 

defined and generally around 5% of the total portfolio and marketing costs should 58 

be carefully monitored to ensure that utilities are leveraging innovative cost 59 

effective communication strategies, not just publicizing their own brands.  60 

 61 

Q. What documents have you reviewed in preparing your testimony?   62 
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A. I reviewed Nicor’s Petition, the Plan, Company testimony and supporting exhibits, and 63 

the discovery responses provided by Nicor in response to various parties in this 64 

proceeding. 65 

 66 

 67 

Q. Please summarize Nicor’s filing. 68 

A.   Nicor’s plan is designed to meet the statutory savings goals in PUA Section 8-104(c): 69 

(1)  0.2% by May 31, 2012; 70 

(2)  an additional 0.4% by May 31, 2013, increasing total savings to .6%; 71 

(3)  an additional 0.6% by May 31, 2014, increasing total savings to 1.2%. 72 

As Nicor witness James Jerozal explains, this initial three-year plan will spend nearly 73 

$100 million to cost-effectively achieve the goal of the EEP, which is to save more than 74 

36 million therms on an annualized basis.2  Nicor Gas’s proposed EEP is designed to 75 

provide all customer segments, with the exception of customers identified in Section 8-76 

104(m), opportunities to become more efficient consumers of natural gas. Nicor estimates 77 

participation at more than 300,000 customers during the three years of the EEP.3  The 78 

Plan itself contains 13 programs: 6 targeted to residential customers, and 7 targeted to 79 

commercial and industrial customers, with some programs initially introduced as a pilot.4 80 

Nicor estimates the annual goals at 6 million therms in the first plan year, then 12 81 

million additional therms in plan year two and, ultimately, 18.4 million added therms in 82 

                                                 
2 Nicor Ex. 1.0 at 9-10. 
3 Id. 
4 Id. 
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plan year three.5  Mr. Jerozal notes that these goals exceed the statutory requirements for 83 

the first three years as well as exceeding the requirement of 1.2% energy savings by 84 

2014.6  The Plan costs ramp up from approximately $26 million in the first year to 85 

approximately $42 million in the third program year, as shown in Nicor Gas Ex. 1.5.7  86 

Nicor has calculated the statutory 2% rate cap at approximately $47 million.8  While the 87 

overall Plan budget will approach this 2% constraint in plan year 3, Nicor expects to be 88 

able to attain the goals in the Act for each year while within the rate cap (the projected 89 

rate impacts are 0.90% in plan year 1, 1.34% in plan year 2 and 1.74% in year 3 of the 90 

plan).9   91 

 92 

Q. Does Nicor have previous experience administering energy efficiency programs? 93 

A. Yes. In the Company’s last general rate case, the Commission approved a proposed 94 

energy efficiency program.10  Pursuant to that Order, Nicor developed an initial set of 95 

energy efficiency programs in conjunction with an external Advisory Board.11  The costs 96 

of these programs are recovered through the Company’s Rider 29, and the Company 97 

refers to these as the “Rider 29 Programs.”12  These programs were initially launched on 98 

May 1, 2010 and will be operate until this new Plan is up and running.   99 

 100 
                                                 
5 Id. 
6 Nicor Ex. 1.0 at 12-13. 
7 Nicor Ex. 1.0 at 10. 
8 Nicor Ex. 1.0 at 16. 
9 Id. 
10 Nicor Ex. 1.0 at 4, citing 80 No. 08-0363, Order at 156-59 (Mar. 25, 2009) (“2009 Rate Case Order”).  
11 Id. 
12 Id. 
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Q. Please summarize Nicor’s existing programs. 101 

A. Nicor’s existing programs were developed in conjunction with an external Advisory 102 

Board, which made decisions on programs and vendors, and are focused on residential 103 

customers –for example, with almost 70% of the total $14.3 annual program budget.13  104 

Since the programs launched on May 1 of this year, 11,000 customers have participated 105 

and over 1 million therms have been saved.14  The Company expects to save 106 

approximately 5.6 million net therms as a result of these programs.15   107 

 108 

Q. Has CUB been involved with the development of Nicor’s existing energy efficiency 109 

programs? 110 

A. Yes, we have.  CUB is a member of the Advisory Board approved by the ICC in Nicor’s 111 

last rate case where the Rider 29 Programs were approved.  According to the ICC, the 112 

role of the Advisory Board was to determine what programs best suit ratepayers in 113 

Nicor’s service territory.16 114 

 115 

BEHAVIORAL ENERGY SAVINGS PILOT 116 
 117 

Q.   Please describe Nicor’s proposal for a “Behavioral Energy Savings Pilot.” 118 

A. Nicor proposes to obtain energy savings by providing customers with energy use and 119 

comparison information that will help them identify how to change their energy usage 120 

                                                 
13 Nicor Ex. 1.0 at 5. 
14 Nicor Ex. 1.0 at 5-6. 
15 Id. 
16 2009 Rate Case Order at 163. 
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behaviors and save energy.17  The Company is proposing this pilot in plan years 2 and 3 121 

to test the extent to which behavioral messaging can result in energy savings.18  If 122 

successful, Nicor will expand this program, and offer it in its next Plan for full 123 

implementation.19 124 

 125 

Q. How will the pilot work? 126 

A. Nicor intends to use one or more vendors to provide individualized energy use 127 

information to participants in the form of reports that will use data, customer 128 

demographics, and other information to provide personalized, actionable tips to 129 

customers.20  The reports display household energy use, compare it to similar households, 130 

and provide efficiency recommendations.21  As Nicor correctly notes, this combination of 131 

multi-channel communications, targeted messaging, energy usage analytics, and 132 

behavioral science has been shown to result in behavior changes related to energy usage 133 

and increase program participation.22  The vendors will be chosen through a Request For 134 

Proposals (“RFP”) process.23 135 

 136 

Q. Do you support including this pilot in Nicor’s Plan? 137 

                                                 
17 Nicor Ex. 1.1 at 55. 
18 Id. 
19 Id. 
20 Id. 
21 Id. 
22 Id. 
23 Nicor Ex. 1.1 at 57. 
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A.  Yes, I do.  I think ultimately all utilities will most effectively meet the statutory savings 138 

goals by including measures that focus on market transformation through educating 139 

consumers about the importance of energy conservation.  As a report from the American 140 

Council for an Energy Efficiency Economy (“ACEEE”) found: 141 

In [a] 2003 study (Lutzenhiser et al.), survey respondents reported that 142 
their conservation efforts were motivated by a wide variety of factors.  143 
While minimizing energy costs was among the principal motivators, 144 
respondents also reported being motivated by their desire to avoid 145 
blackouts (82%), use energy resources as wisely as possible (77%), do 146 
their part to help Californians (73%), and protect the environment (69%).  147 
According to the report, “qualifying for a utility rebate was the least 148 
common motivation, and available utility rebates were not relevant to 149 
most of the actions consumers took.”24  150 

A wide range of vendors could also help the utility to access hard-to-reach market 151 

segments, including customers who are uncomfortable participating in a utility program. 152 

 153 

Q.  Do you approve of Nicor’s proposed implementation method for the behavioral 154 

energy savings pilot? 155 

A.  No. Nicor fails to provide any information about the RFP process they will use to select 156 

an implementation vendor, including whether they will select a vendor that demonstrates 157 

they will most cost-effectively and efficiently administer the programs.  As with all of 158 

Nicor’s programs, it is critical that Nicor spend every dollar of these consumer-funded 159 

programs as efficiently as possible so that the savings are returned to consumers.  Nicor’s 160 

failure to provide any information about the vendor selection process is unacceptable.  161 

                                                 
24 Karen Ehrhardt-Martinez et al., Advanced Metering Initiatives and Residential Feedback 
Programs: A Meta-Review for Household Electricity-Saving Opportunities, American Council 
for Energy-Efficient Economy Research Report (June 25, 2010) at 71 (available at < 
http://www.aceee.org/research-report/e105>). 
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Additionally, Nicor has not allocated any funding for vendor implementation, and has 162 

allocated very little for advertising/promotion.25  It is unclear how Nicor plans to offer a 163 

behavioral energy savings pilot that would be administered by an implementation vendor 164 

without funding this vendor.  This is unrealistic and raises significant questions about the 165 

company’s intent. 166 

Q.  What suggestions would you make to improve the proposed RFP process? 167 

A. Nicor should use an open bidding process to ensure that the most cost-effective behavior 168 

energy savings program is offered.  The Company should include stakeholders in the RFP 169 

development, since the stakeholders can provide information on the experience of other 170 

utilities in selecting vendors for these types of programs.  For example, Commonwealth 171 

Edison (“ComEd”) is proposing a similar program as part of its Plan. 172 

 173 

Q. What types of programs should the RFP focus on? 174 

A. I think any program Nicor funds through this measure should consist of some 175 

combination of the following components: 176 

 Education 177 

 Outreach 178 

 Incentives 179 

Ideally, these programs will include all three components to demonstrate cost-180 

effective program models.  These program models can focus on specific measures, or be 181 

measure-neutral. Programs that focus on specific measures or measure categories (e.g. 182 

appliances) should be considered technology-based programs.  Programs that are 183 

                                                 
25 Nicor Ex. 1.1 at 34. 
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measure-neutral should be considered behavior-based programs.  I encourage Nicor to 184 

explore both measure-specific, technology-based programs as well as behavior-based 185 

programs.  Furthermore, Nicor should focus on soliciting community-based energy 186 

efficiency programs in any RFPs.  Different local organizations know how to effectively 187 

reach and incentivize their constituents, whether through specific measure installations or 188 

broader education and encouragement.  In addition, local organizations have the ability to 189 

leverage resources to increase the effectiveness of the programs.  Stringent evaluation, 190 

measurement and verification standards should be in place, as I discuss in detail further 191 

below.   192 

I understand some parties raise significant questions with regards to savings 193 

persistence – that is, how long any the behaviors actually last.   CUB supports counting 194 

savings only in the year generated, but also supports the broader goal that any behavioral 195 

program should be structured to generate persistent savings.  Because of the relative 196 

newness of these types of programs, Nicor should consider a variety of behavioral 197 

approaches in order to maximize the chance that behavioral approaches generate deep 198 

savings and persistence. 199 

 200 

Q. Do have any additional suggestions? 201 

A. Yes.  Nicor’s proposed pilot is a good starting point but it requires two critical changes. 202 

First, Nicor has not specified that the pilot will include promotion of other measures 203 

in the plan.  I believe Nicor should make clear in the RFP that its implementation vendors 204 

will be required to promote other plan measures.  Nicor proposes that in the pilot, 205 

“information will be delivered to customers in multiple formats on a regular basis to 206 



ICC Docket No. 10-0562 
CUB Ex. 1.0 

 

Page 11 
 

provide education about natural gas consumption and energy efficiency opportunities.”26  207 

It is not clear whether Nicor categorizes other residential measures as “energy efficiency 208 

opportunities,” but this pilot represents an opportunity to cost-effectively market other 209 

residential measures and increase program participation and savings.  210 

Second, Nicor should collaborate with ComEd, who is offering a similar program.  211 

Nicor states that they will be the sole provider of this program, and that they do not plan 212 

to coordinate with ComEd or any other utilities in offering this program27.  Nicor should 213 

reevaluate this stance, since a joint program with ComEd could potentially be a much 214 

more cost-effective way to reach customers shared by the two utilities, as well as an 215 

opportunity to reach hard to reach customer segments.  216 

 217 

Q:  What suggestions would you make regarding the proposed pilot implementation? 218 

A. First, I recommend the Commission order Nicor to compensate the pilot implementation 219 

vendors on a “pay for performance” basis. Behavioral programs include new approaches 220 

to energy efficiency, and as such, risk can and should be shared by third-party 221 

administrators.  By setting a fixed payment tied directly to energy savings, Nicor will 222 

ensure an even playing field among its pilot vendors based on their contribution to the 223 

Plan.  This fixed payment could be adjusted in the future to allow the Company to 224 

increase innovation that impacts hard-to-reach segments through its vendors.  Initially, I 225 

recommend that Nicor allocate 25%-50% of funds upfront depending on program 226 

administrator strategy and track record.  227 

 228 
                                                 
26 Nicor Ex. 1.1 at 55. 
27 Nicor Ex. 1.1 at 56. 
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Q.   Do you think the amount of funding Nicor has proposed is adequate ?  229 

A.  No.  The pilot accounts for .8% of the total budget for residential programs and 8% of 230 

Nicor’s savings from residential programs.28  Nicor is not spending all of the funding 231 

allocated for the first three years of the plan.29  The Company could cost-effectively find 232 

greater savings by allocating funding towards increasing the behavioral energy savings 233 

pilot.  Additionally, if the goal is to encourage innovation and prudent third-party 234 

program administration at scale, the current funding allocation for it is inadequate.  The 235 

amount Nicor has allocated to behavior change stands in contrast to programs run by 236 

other states.  For example, California allocates over 35% of Investor-Owned-Utility 237 

energy efficiency funds to third party (23%) and government partnership (13%) 238 

programs, many of which programs are focused on behavior change.30  Nicor can – and 239 

should – be spending more on than what the Company currently has allocated.   240 

 241 

Q.   Do you agree with how Nicor has proposed to allocate funds within the pilot?  242 

A.  No. The administration costs are disproportionately and inexplicably high, and they 243 

should be lowered.  Since Nicor considers vendor implementation a separate category, 244 

which they have left unfunded, it is not clear why internal administration costs represent 245 

a significantly disproportionate amount of the budget. 246 

 247 

 248 

                                                 
28 Nicor Ex. 1.1 at 35. 
29 Nicor Ex. 1.0 at 16. 
30 Public Utilities Commission of the State of California, Rulemaking 09-11-014 (Filed November 20, 
2009), Joint Workshop Report of October 22, 2010 (available at < http://docs.cpuc.ca.gov/ 
proceedings/R0911014.htm>). 
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Q. Does Nicor address how it anticipates the pilot will be evaluated? 249 

A. Yes.  The Company anticipates that the pilot will be evaluated through a series of 250 

telephone surveys addressing the method of information dissemination that will build a 251 

database from which a statistical analysis can be applied to determine the relative impact 252 

of each marketing method.31  As I will explain later, program evaluation, measurement 253 

and verification (“EM&V”) is left by statute in the hands of an independent evaluator.  254 

However, I think the Commission can request the independent evaluator who is retained 255 

for this program should consider using a more rigorous EM&V protocol to evaluate the 256 

pilot, instead of just the simple surveys Nicor proposes.  All savings should be verified ex 257 

post to accurately determine energy savings realized. California, for example, has 258 

explicitly decided to count savings ex post for these types of programs32.   259 

 260 

Q.  What do you mean by a “more rigorous” EM&V protocol?  261 

A. I mean one that measures actual savings across program participants while controlling for 262 

outside factors.  The California Energy Efficiency Evaluation Protocols33 provides a 263 

useful summary of the various types of EM&V methods:  264 

                                                 
31 Nicor Ex. 1.1 at 56. 
32 California Public Utility Commission, Proposed Decision Determining Evaluation, Measurement and 
Verification Processes for 2010 Through 2012 Energy Efficiency Portfolios, March 9, 2010. 
33 California Public Utilities Commission, California Energy Efficiency Evaluation Protocols, 2006, p. 26, 
36. 
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 265 

 266 
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In particular I recommend that the evaluator be directed to employ what the 267 

California Manual refers to as “Experimental Design,” which provides a transparent 268 

framework and minimizes evaluation costs at scale.  Experimental Design analyzes the 269 

usage of program participants compared to a control group to determine actual savings 270 

based on meter data that normalizes for all relevant exogenous factors affecting usage.  271 

Because the evaluation mechanism is custom fit to the individual program, Experimental 272 

Design is recognized as a superior form of EM&V, significantly increasing the accuracy 273 

of savings, providing the added advantage of tracking savings on a regular basis for 274 

purposes of truing-up incentives.  275 

 276 

Q. How can it be applied here? 277 

A. Experimental Design can be applied to almost any program design, but requires that the 278 

following conditions are met: 279 

 Trackable program participation  280 

 Standard statistical parameters for measuring savings applied to the 281 

“difference of differences” equation which is then used to calculate net 282 

program savings. 283 

 Robust control group parameters.   284 

 No double-counting of savings claimed by other programs, such as traditional 285 

deemed savings programs.34 286 

In order to appropriately apply Experimental Design, participant sample size 287 

parameters should be standardized.  This can be done simply through a centralized 288 

                                                 
34 This step is only necessary when total deemed savings claimed by traditional programs is larger in the 
participant group than the control group. 
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program tracking database that allows an independent evaluator to net out savings 289 

claimed by traditional programs.  290 

An independent evaluator assigned by the ICC, in concert with the SAG, can develop 291 

Experimental Design guidelines and ensure transparent and consistent methods for 292 

determining savings. The independent evaluator, working with Nicor, can maintain a 293 

master database of participation, billing, and control group data in order to ensure savings 294 

are verified in an independent and timely manner.  The costs involved with exporting the 295 

appropriate data to the independent evaluator must be controlled by Nicor so that the total 296 

Plan EM&V costs do not exceed the 3% EM&V threshold as set forth in Section 8-104 of 297 

the Act.35  298 

 299 

Q. Are there any other comments you have regarding the pilot?  300 

A.  Yes.  It struck me as odd that both Nicor and the Peoples Gas Light and Coke Company 301 

(“Peoples”) have behavioral change pilot programs proposed with an assumed gross 302 

annual savings of 16 therms per household,36 yet Nicor estimates their program will have 303 

a TRC of 3.1,37 while Peoples Gas calculates their program will have a TRC of 1.07.38  304 

Nicor should provide more information about how they reached these calculations for 305 

interveners and the Commission to review. 306 

 307 

 308 

                                                 
35 220 ILCS 5/8-104(f)(8). 
36 Nicor Ex. 1.1 at 56; ICC Docket No. 10-0564, NS-PGL Ex. 1.2 at 54. 
37 Nicor Ex. 1.1 at 56. 
38 ICC Docket No. 10-0564, NS-PGL Ex. 1.2 at 54; 
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INDEPENDENT EVALUATION, MEASUREMENT AND VERIFICATION 309 
 310 

Q. Does the PUA address how Nicor’s energy efficiency programs should be evaluated? 311 

A. Yes.  The statute specifically requires the Plan to include 312 

 (8) Provide for quarterly status reports tracking implementation of and 313 
expenditures for the utility's portfolio of measures and the Department's 314 
portfolio of measures, an annual independent review, and a full 315 
independent evaluation of the 3-year results of the performance and 316 
the cost-effectiveness of the utility's and Department's portfolios of 317 
measures and broader net program impacts and, to the extent practical, 318 
for adjustment of the measures on a going forward basis as a result of the 319 
evaluations. The resources dedicated to evaluation shall not exceed 3% of 320 
portfolio resources in any given 3-year period.  (Emphasis added).39 321 

 322 

Q. How does Nicor’s Plan address the evaluation of its programs? 323 

A. Nicor apparently intends to hire its own EM&V contractors.  In its Plan, the Company 324 

states it will “hire one or more independent firms skilled in program evaluation to execute 325 

the legislatively mandated annual and triennial evaluations.”40  The Company does 326 

explain that it intends to have its EM&V vendors utilize a variety of methods, as 327 

determined by the level of rigor of required for a specific program and the available 328 

evaluation budget.41  Further, the degree of EM&V conducted by Nicor will depend on its 329 

collaborations with other utilities, and where possible the Company indicates that it 330 

intends to share EM&V expense and minimize EM&V duplication with its partners in 331 

order to maximize program cost-effectiveness.  In a response to a data request from the 332 

Environmental Law and Policy Center (“ELPC”), Nicor stated that it has already 333 

informally interviewed a number of EM&V contractors to “better understand their 334 
                                                 
39 220 ILCS 5/8-104(f). 
40 Nicor Ex. 1.1 at 120. 
41 Id. 
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expectations of data availability” and that it anticipates contracting with an experienced 335 

vendor.42 336 

 337 

Q. Do you have any concerns with what Nicor has proposed? 338 

A. I certainly agree with Nicor on the need to adjust EM&V methods to suit program and 339 

budgetary needs, and of course with the need to work with experienced EM&V 340 

contractors who have an understanding of the particular issues associated with energy 341 

efficiency programs.  My only concern is that Nicor does not provide for the 342 

independence of the evaluators themselves. 343 

 344 

Q. Had the Commission previously addressed the issue of an independent evaluation 345 

 process for statutory energy efficiency programs? 346 

A. Yes.  In ICC Dockets No. 07-0539 and 07-0540, the Commission approved the first 347 

three-year energy efficiency plans of the Ameren Illinois Utilities and ComEd, 348 

respectively, under what was then Section 12-103 of the PUA (renamed but otherwise 349 

unaltered as Section 8-103 today).  On rehearing, the Commission explicitly addressed 350 

the process by which the statutory goals of an independent evaluation could be achieved 351 

– the same goals contained in Section 8-104 of the Act.  The Commission noted the 352 

General Assembly’s articulated goal of reducing the delivery load the electric utilities 353 

would be impeded “unnecessarily” if the Commission was engaged in the day-to-day 354 

                                                 
42 Response to ELPC Data Request 1.18, CUB Ex. 1.2. 



ICC Docket No. 10-0562 
CUB Ex. 1.0 

 

Page 19 
 

activities of the hiring of the independent evaluators.43  In order to make sure the 355 

programs could begin in a timely fashion, the Commission concluded that  356 

the evaluator would not be “independent,” as required by statute, if [the 357 
utility] had total control over that evaluator.  However, that does not mean 358 
that this Commission should be involved in the designing of an RFP, 359 
conducting interviews, and doing the many other tasks involved in hiring this 360 
evaluator.  Rather, it means that this Commission has a supervisory capacity 361 
regarding the hiring and firing of this evaluator, meaning that [the utility] 362 
must gain Commission consent to make the hiring and firing decisions 363 
regarding this evaluator.   364 

 365 

Q. What do you recommend here? 366 

A. I recommend the Commission issue an order identical to that of the earlier energy 367 

efficiency dockets.  Given the time and structure of the state procurement process, the 368 

Company should be the one contracting with the evaluators.  However, the Company 369 

should acknowledge the Commission’s right to supervise that process, and that 370 

ultimately, the Commission is the body responsible for hiring and firing the evaluators. 371 

 372 

STAKEHOLDER ADVISORY GROUP  373 
 374 

Q. What is the Stakeholder Advisory Group (“SAG”)? 375 

A. Though not part of the statutory criteria under then-Section 12-103, the Commission 376 

created the SAG in its final order approving the first statutory energy efficiency plans in 377 

Illinois, ICC Dockets No. 07-0539 and 07-0540:  378 

All parties involved, with the possible exception of Staff, maintain that a 379 
Stakeholder Advisory Committee is essential to the success of the Plan.  380 
This Commission agrees with ComEd that it should establish a stakeholder 381 

                                                 
43 Final Order on Rehearing, ICC Dockets No. 07-0539 and 07-0540, at 3 (March 26, 2008). 
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process to review ComEd's progress towards achieving the required 382 
energy efficiency and demand response goals and to continue 383 
strengthening the portfolio.  The Stakeholder group’s responsibilities 384 
include, but are not limited to: reviewing final program designs; 385 
establishing agreed-upon performance metrics for measuring portfolio and 386 
program performance; reviewing Plan progress against metrics and against 387 
statutory goals; reviewing program additions or discontinuations; 388 
reviewing new proposed programs for the next program cycle; and 389 
reviewing program budget shifts between programs where the change is 390 
more than 20%.44   391 

As the Commission anticipated, the SAG has proven to be an excellent arena for 392 

utilities and stakeholders to engage with one another on issues relating to the utilities’ 393 

energy efficiency programs.  CUB has participated, along with several other stakeholders 394 

who are intervenors in this proceeding: the Office of the Illinois Attorney General, the 395 

National Resources Defense Council (“NRDC”) and ELPC. 396 

 397 

Q. Does Nicor propose to be part of the SAG process as it exists now? 398 

A. No.  While Nicor “may seek input from a stakeholder group as circumstances warrant,” 399 

the Company states simply that Nicor Gas will continue to work through the various 400 

issues associated with program integration in a collaborative fashion with the other 401 

Illinois utilities, municipalities, and DCEO throughout its three-year Plan.45  Nicor states 402 

only that “Section 8-104 of the [Act] does not provide for the Stakeholder Advisory 403 

Group mechanism for gas utilities.”46 404 

 405 

Q.  Have any other utilities planned to attend and be a part of the SAG process 406 

according to their respective energy efficiency plans? 407 

                                                 
44 Final Orders, ICC Dockets No. 07-0539 at 24 and 07-0540 at 32 (Feb. 26, 2008). 
45 Nicor Ex. 1.1 at 16; Response to AG Data Request 2.10 (CUB Ex. 1.3). 
46 CUB Ex. 1.3. 
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A.  Ameren Illinois is very supportive of the SAG process, and will continue the current 408 

model of stakeholder involvement for both the electric and gas energy efficiency 409 

portfolio.47  Ameren Illinois collaborated with the SAG in EM&V vendor selection, 410 

contracting, work plans, and results.” ComEd has also embraced the SAG.  ComEd 411 

witness Michael Brandt calls it “an excellent opportunity and forum for a variety of 412 

stakeholders to work together to ensure energy efficiency is maximized in Illinois.”48 As 413 

for the natural gas companies, the North Shore Gas Company (“North Shore”) and 414 

Peoples have recognized the importance of obtaining agreement among stakeholders in 415 

all phases of the Plan life cycle from planning and program design, to implementation, 416 

evaluation, tracking and cost recovery.  Both companies support the formation of an 417 

Illinois natural gas SAG and would fully participate in this group but urge potential 418 

participants to carefully define the group’s scope.49 419 

 420 

Q.   What do you recommend the Commission do in this case? 421 

A. Since there are joint program delivery mechanisms between electric and gas utilities, 422 

there should be a joint stakeholder mechanism as well.  The Commission should order 423 

Nicor to participate in a statewide SAG for natural gas energy efficiency programs.  424 

Ideally, this SAG would coordinate with the electric SAG already in existence, for 425 

example, perhaps one could meet in the morning and the other in the afternoon to 426 

facilitate collaboration.  This type of system would encourage stakeholder input and 427 

make the time commitment more manageable as well.  It would also encourage and 428 

                                                 
47 AIU Ex. 1. 1 at 60, ICC Docket No. 10-0568. 
48 ComEd Ex. 2.0 at 60, ICC Docket No. 10-0570. 
49 ICC Docket No. 10-0564, NS-PGL Ex. 1.2 at 22. 
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facilitate collaboration among the electric and gas utilities as issues that apply to both 429 

could be discussed in the middle of the day.  I think this would be efficient with respect 430 

to stakeholders’ time and resources, and would ensure that there will be continued 431 

collaboration between electric and gas utilities and the stakeholders involved.  432 

 433 

ADMINISTRATION AND MARKETING COSTS 434 
 435 

Q. Why should the Commission review the level of administrative cost spending within 436 

utility energy efficiency plans? 437 

A. It is important that utility administrative costs are monitored, so that more ratepayer 438 

money is spent on actual incentives. Every dollar spent on administrative costs is one 439 

dollar less that can be spent on energy efficiency returned to customers through 440 

incentives.  I am not aware that there is a single definition of “administrative costs” used 441 

by any of the four utilities filing for approval under Sections 8-103 and 8-104 of the 442 

PUA.  Part of the challenge for the Commission in this case will be to define that term.  443 

 444 

Q. Have any of Nicor’s administrative costs to date been unreasonable? 445 

A. Yes.  The Plan is not yet in effect, but the administrative costs are already very 446 

concerning.  In response to AG 2.09, Nicor admitted that it paid a consulting firm over 447 

two million dollars to design this Plan.50  That included some highly debatable line items, 448 

such as over $100,000 for “Stakeholder Management – identification of strategic 449 

stakeholders, development of key issues for positioning and communicating to 450 

                                                 
50 CUB Ex. 1.4. 
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stakeholders.”  This two million dollar windfall for a consulting agency is an example of 451 

why the Commission should narrowly define and strictly limit spending on administrative 452 

costs.  453 

 454 

Q.   Does Nicor define “administrative costs”? 455 

A.   Yes.  Nicor defines “administrative costs” as “Internal Administration- includes costs for 456 

employees working on the plans before the launch, incremental employees to oversee 457 

Nicor Gas’ energy efficiency programs, and the costs for membership with energy 458 

efficiency-related associations.  Internal labor costs were allocated to each energy 459 

efficiency program based on its expected therm savings, with no program receiving less 460 

than one-third of an employee.  All other Internal Administration costs were allocated 461 

strictly on therms saved.”51  462 

 463 

Q.   Do you accept Nicor’s definition of “administrative costs”? 464 

A. No.  The definition proposed by Nicor is a good start, but should be amended.  It is 465 

important that the Commission recognize a common definition of “administrative costs” 466 

between utilities in order to simplify evaluation.  A utility’s evaluation of programs looks 467 

at what it costs to administer programs and how many actual dollars were spent on 468 

incentives or other energy efficiency installations.  469 

 470 

Q. Is there a definition of “administrative costs” that you recommend the Commission 471 

adopt?   472 

                                                 
51 Nicor Ex. 1.1 at 29. 
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A.   Yes.  Ameren Illinois Company (“Ameren”), in response to CUB Data Request 2.03 in 473 

ICC Docket No. 10-0568, defines “administrative costs” as cost “associated with labor, 474 

time, materials and other direct costs necessary to manage the overall portfolio.”  This 475 

definition should be made clearer by adding the phrase “internal to the utility” at the end 476 

of the definition proposed by Ameren.   477 

 478 

Q.   What percentage of Nicor’s portfolio consists of administrative costs? 479 

A.  “Internal Administration” makes up an astounding 11.5% of Nicor’s first year budget, 480 

8.1% in Year 2 and 6.6% in Year 3.  Nicor’s total Plan cost for “internal administration” 481 

is much higher than what is appropriate, particularly compared to other utilities that break 482 

out administrative costs.   483 

 484 

Q. Is 8.1% to 11.5% of the Plan budget a reasonable amount to spend on 485 

administrative costs? 486 

A. No.  CUB believes that utility administrative costs should generally be around 5% of the 487 

total portfolio.  Nicor can and should limit its administrative costs. 488 

Ameren provides a good example of how Nicor should spend its energy efficiency 489 

funding on administrative costs.  Ameren’s administrative costs account for 490 

approximately 5% of its portfolio in ICC Docket No. 10-0568.52  Nicor’s administrative 491 

budget cost averages at 8.73% over the Company’s three-year Plan, a figure that is far too 492 

high.  Given the disparity between Nicor’s administrative costs and the administrative 493 

costs of Ameren, a utility required to offer both gas and electric programs to its 494 

                                                 
52 Ameren Ex. 1.1 at 46, ICC Docket No. 10-0568. 
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customers, I think it is reasonable for Nicor’s administrative budget to be around 5% of 495 

its total portfolio.  At a minimum the Commission should require Nicor to clearly 496 

demonstrate why the Company’s administrative costs are so high relative to other utilities 497 

such as Ameren.  If the cost incurred by Nicor in its Plan development is any indication, 498 

Nicor could easily reduce the amount it spends on administrative costs with more 499 

reasonable spending. 500 

 501 

Q.   What other costs should the Commission examine?   502 

A. As with administrative costs, the Commission should carefully evaluate marketing costs.  503 

Utilities have an incentive to market their energy efficiency programs more heavily than 504 

necessary due to the goodwill that energy efficiency programs engender to the utility 505 

brand.  Marketing costs should be carefully monitored to ensure that utilities are 506 

leveraging innovative cost-effective communication strategies, not just publicizing their 507 

own brands. 508 

I do not deny that Nicor may need to market its programs to encourage participation 509 

and achieve the statutory savings levels required by the PUA.  Marketing can be a very 510 

effective tool for this reason.  However, the Commission should be concerned about how 511 

Nicor is spending its funding on marketing.  There is a difference between educating 512 

trade allies about effective incentive programs and using generic advertisements that do 513 

not promote specific utility programs that benefit utility customers.  For example, a 514 

public service announcement about a specific incentive program for residential or 515 

business customers is much different than a glossy photograph of a utility energy 516 

efficiency logo that does not promote specific customer incentives.  517 
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Nicor even refers to the “business” of energy efficiency in its Plan.  Nicor witness 518 

Mr. Jerozal Jr. states “…the Company should treat energy efficiency as a new business 519 

unit and not just a regulatory requirement.”53  This provides a good example of why the 520 

Commission and intervenors should monitor Nicor’s marketing costs.  Allowing Nicor to 521 

spend unlimited funds on marketing costs and failing to monitor where those costs are 522 

going potentially harms the ratepayers who are funding the Company’s programs.  523 

Section 8-104 of the PUA became law to help consumers and businesses save energy and 524 

lower gas consumption for the good of society and the environment.  The Company 525 

shouldn’t be given free rein to spend whatever funding it deems necessary on its new 526 

“business” of energy efficiency.   527 

 528 

Q.  Does Nicor specifically break-out, or define “marketing costs” in its Plan? 529 

A.   Yes.  Nicor defines “Advertising & Promotion” costs as “the costs of marketing the 530 

energy efficiency programs and educating consumers about new opportunities.  Nicor 531 

Gas assumed that these costs would make up 8% of Plan Year 1 budget, 7% of Year 2 532 

and 6% of Year 3.  Costs were calculated at the program level.”54   533 

 534 

Q. Do you agree with Nicor’s definition of “marketing costs”? 535 

A. No.  Nicor’s definition is not specific enough.  The definition should be amended to 536 

include the word “incentive.” 537 

Q. How should Nicor define “marketing costs”? 538 

                                                 
53 Nicor Ex. 1.0 at 6. 
54 Nicor Ex 1.1 at 29. 
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Merriam-Webster’s Dictionary defines “marketing” as “the process or technique of 539 

promoting, selling, and distributing a product or service.”55  Nicor’s definition of 540 

“advertising and promotion” costs does not specify that the Company plans to market its 541 

programs to consumers.  The Company’s definition should be amended to the following: 542 

“the costs of marketing the energy efficiency programs and educating consumers about 543 

new energy efficiency program incentives.”  (emphasis added)  Adding the word 544 

“incentive” makes it clear that the purpose of Nicor’s marketing is to educate customers 545 

about actual programs.  As the Merriam-Webster dictionary definition above makes clear, 546 

the purpose of marketing is to refer to a “product or service,” and for Nicor that is the 547 

specific energy efficiency programs that customers can take advantage of.  I am 548 

concerned about Nicor using its marketing funds only to engender goodwill towards the 549 

Company for promoting energy efficiency.  Nicor needs to market its energy efficiency 550 

programs in a cost-effective, specific manner so that savings can be achieved. 551 

 552 

Q. How should marketing costs be treated? 553 

A.   Marketing costs should be kept extremely low, and utilities should be encouraged to seek 554 

out the lowest cost, highest impact communications strategies available.  For example, it 555 

is my understanding that the Peoples Gas Light and Coke Company currently uses a 556 

contractor network in order to market the programs as a result of a directive of its energy 557 

efficiency Governance Board which runs the program.  Peoples Gas is still able to incent 558 

large amounts of efficiency with a “bare-bones” marketing budget.  In addition, utilities 559 

should be looking to leverage innovative communication strategies, such as the City of 560 

                                                 
55 See <http://www.merriam-webster.com/dictionary/marketing>.  
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Chicago’s Energy Action Network, to communicate with customers.  Other innovative 561 

strategies might include partnerships with local governments that can promote available 562 

energy efficiency programs as part of their community sustainability initiatives.  Using 563 

such strategies can increase the cost-effectiveness of utility programs by providing 564 

alternative credible message delivery channels.  Accordingly, in order to establish the 565 

right incentives for utilities, the Commission should order Nicor to clearly account for all 566 

marketing costs associated with the EEPS and identify the costs paid by shareholders and 567 

ratepayers in an annual EEPS marketing report.    568 

Compared to other utilities also filing an energy efficiency and demand response 569 

plan, Nicor’s marketing costs are very high.  As explained above, Nicor’s marketing costs 570 

are 8% of the Company’s Plan Year 1 budget, 7% of Year 2 and 6% of Year 3.56  Again, 571 

Ameren provides a good example of how Nicor should be spending its marketing budget.  572 

Ameren’s marketing budget for its combined gas and electric portfolio for Plan Years 4, 573 

5 and 6, respectively, is $1,101,821; $1,128,404; and $1,149,22757, representing 2.5% of 574 

its total program costs.58  Nicor’s marketing budget is significantly higher, averaging at 575 

7% per program year over the Company’s entire portfolio.  Nicor’s marketing budget is 576 

unreasonably high.  The Company should carefully consider how it has chosen to spend 577 

its marketing budget and lower it wherever possible. 578 

I do not advocate that the Commission put an arbitrary limit on marketing costs, only 579 

that Nicor provide information about what actions it includes in its marketing costs and 580 

                                                 
56 Nicor Ex 1.1 at 29. 
57 Ameren Ex. 1.1 at 14, ICC Docket No. 10-0568. 
58 Id. at 46.  ComEd does not specifically define “marketing costs” in its Plan or explain the costs it plans 
to spend on marketing, citing ComEd Response to CUB Data Request 2.09. 
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what those costs are for each specific Plan program.  It is reasonable for the Commission 581 

to require the Company to provide this information, and essential for the Commission and 582 

stakeholders to determine whether Nicor is using its available ratepayer funding in the 583 

most cost-effective manner.  The Commission should order Nicor to report annually on 584 

marketing costs for each residential and business program in its Plan.  This report should 585 

be made available to the SAG for review.  An annual report will give the Commission 586 

and the SAG an opportunity to review marketing costs and allow SAG to be more 587 

effective as an advisory group. 588 

 589 

Q. Does this conclude your direct testimony? 590 

A. Yes. 591 


