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I. Introduction

Recognizing the need to address energy efficiency issues in its service territory, Northern 

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

proposed a pilot Energy Efficiency Plan in its last rate case, Docket 08-0363 (“2008 Rate Case”), 

which the Commission approved and pursuant to which certain programs already are in 

operation.  See Docket No. 08-0363, Order at 156-59 (Mar. 25, 2009) (“2008 Rate Case Order”).  

The Illinois General Assembly subsequently mandated energy efficiency programs for natural 

gas companies, now set forth in Section 8-104 of the Public Utilities Act (the “Act”).  220 ILCS 

5/8-104.  Section 8-104(a) sets forth the policy objectives underlying the new statutory 

framework for natural gas energy efficiency programs in Illinois:  

It is the policy of the State that natural gas utilities and the 
Department of Commerce and Economic Opportunity are required 
to use cost-effective energy efficiency to reduce direct and indirect 
costs to consumers. It serves the public interest to allow natural gas 
utilities to recover costs for reasonably and prudently incurred 
expenses for cost-effective energy efficiency measures.  

220 ILCS 5/8-104(a).1

In order to meet the new mandates of Section 8-104(f) of the Act, Nicor Gas developed, 

and now seeks approval for, its proposed 2011-2014 Energy Efficiency Plan (the “EEP” or 

“Plan”).  See 220 ILCS 5/8-104(f).  The evidence demonstrates that the Company’s EEP is 

reasonable, and meets the requirements of Section 8-104.  In particular, Nicor Gas has submitted 

evidence in this proceeding discussing:

                                                
1

Nicor Gas acknowledges the Administrative Law Judge’s and Commission’s prior ruling denying the Company’s 
ability to recover prudent and reasonable Commission-approved fixed costs through proposed Rider 30, and will not 
address the issue in this brief.  Nicor Gas, however, reserves the right to raise the issue in a Petition for Rehearing.
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a. The proposed energy efficiency measures being able to achieve the reductions in energy 
use specified in Section 8-104(c).

b. The proposals to implement new building and appliance standards that have been placed 
into effect.

c. The estimates of the total amount paid for gas service, expressed on a per therm basis, 
associated with the proposed measures to achieve the therm reduction goals.

d. Nicor Gas’ coordination with the Illinois Department of Commerce and Economic 
Opportunity (“DCEO”) on energy efficiency measures proportionate to the share of total 
annual utility revenues from households at or below 150 percent of the poverty level, and 
targeted to households with incomes at or below 80 percent of area medium income.

e. The overall portfolio of energy efficiency measures being cost-effective, using the total 
resource cost test and representing a diverse cross-section of opportunities to participate 
in the program for customers of all rate classes.

f. The Company’s proposed cost recovery tariff mechanism to fund the proposed measures 
and ensure the recovery of prudent and reasonable costs of Commission-approved 
programs.

g. The provision of quarterly status reports on the Company’s and DCEO’s implementation 
of and expenditure for the portfolio of measures.

h. Further, pursuant to Section 8-104(e), Nicor Gas’ Petition proposes to recover certain 
costs that are incremental to implementing the Plan.

Nicor Gas’ EEP is designed to allow more than 300,000 customers to take advantage of 

energy efficiency programs, and is estimated to save more than 36 million therms during the 

term of the plan.  The evidence further demonstrates that the EEP is cost effective at the program 

and overall portfolio level across all three years.  The EEP was created with knowledgeable 

experts, extensive engagement with internal Nicor Gas staff, various stakeholders, and other 

utilities in the state.  The evidence further demonstrates that Nicor Gas’ team performed a 

detailed analysis of the Company’s service territory, potential energy efficiency measures, cost-

effectiveness studies, and a comprehensive market potential study to adopt a prudent and 

responsible mix of measures and programs that maximize effectiveness of the EEP.  



Docket No. 10-0562 3

Nicor Gas also has proposed an EEP budget for its first three year plan that is reasonable.  

The budget balances the Company’s obligation to meet the statutory therm reduction goals, while 

recognizing that Nicor Gas’ customers are obligated to fund the EEP.  In contrast, the budget 

strategies proposed by certain Intervenors dismiss the fact that the Company’s EEP meets 

Section 8-104’s therm reduction goals.  Instead, these Intervenors seek to dramatically increase 

the amount spent in these early years, without consideration of cost impacts to ratepayers.  In 

addition, some of the Intervenors and Commission Staff (“Staff”) ask the Commission to define 

higher gas efficiency goals for Nicor Gas, contrary to the legislative intent and a plain reading of 

the law.  Intervenors provide little to no analysis as to what those higher goals and spending 

would mean to the ratepayer.  

Put in perspective, these Intervenors’ proposed higher spending approach would catapult 

Nicor Gas’ EEP costs ahead of nearly all gas programs in the country, many that have been in 

existence for decades, even though the Company and the State of Illinois have yet to build the 

expertise and infrastructure to manage such an effort.  Accordingly, the Commission should 

reject the suggestions of the Citizens Utility Board (“CUB”), the People of the State of Illinois 

by the Attorney General (the “AG”), and the Environmental Law and Policy Center (“ELPC”).  

Nicor Gas, by contrast, has taken the time to put forth evidence that fully substantiates its 

proposed goals and thoughtful, graduated plan strategies consistent with the Act, such as a 

budget that ramps up and builds momentum into the next portfolio. 

In developing the Plan, Nicor Gas collaborated with other utilities, both gas and electric, 

and the DCEO.  Most of the programs in the Company’s EEP contain some level of 

collaboration or joint marketing with Commonwealth Edison Company (“ComEd”) or the gas 

utilities in the state.  See Nicor Gas Ex. 1.4.  In addition, Nicor Gas attended meetings of the 
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electric utilities’ Stakeholder Advisory Group (“SAG”), which provided additional insight on the 

workings of the electric companies EEP and its associated challenges.  Nicor Gas remains 

committed to working with Staff, the DCEO, and stakeholders to implement a cost-effective, 

robust, and collaborative EEP.  Nicor Gas’ EEP is a comprehensive, long-term plan that 

represents best practices and conforms to the spirit and letter of the law. 

The evidence demonstrates clearly that Nicor Gas’ Plan meets all of the statutory 

requirements of Section 8-104.  Accordingly, Nicor Gas urges the Commission to approve its 

proposed EEP and related costs as clarified in the supplemental filing of Rider 30 reflected in 

Nicor Gas Ex. 4.2 and as revised with updated information reflected in Nicor Gas Exs. 5.1-5.3.

II. Nicor Gas’ Energy Efficiency Plan

Nicor Gas’ Plan meets each of the filing requirements of Section 8-104(f).  Nicor Gas 

Ex. 1.1.  Although certain parties focus on areas of purported improvement to the Plan, the 

Commission should focus on whether the Plan meets the Act’s requirements and should thus be 

approved.  Consistent with the Act, the portfolio of programs and measures is cost-effective, 

comprehensive, focuses on long-term savings, and presents a diverse cross-section of 

opportunities for Nicor Gas customers while minimizing the cost impacts.  The Plan’s natural 

gas savings goals do not require modification and are reasonable, supported by the evidence, and 

should be approved.  

In its initial three year plan proposed for 2011-2014, Nicor Gas intends to spend just over 

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

36 million therms on an annualized basis.  Jerozal Dir., Nicor Gas Ex. 1.0R, 9:190-92; Jerozal

Reb., Nicor Gas Ex. 5.3.  Overall, the Plan costs ramp up from approximately $27 million in the 

first year to approximately $45 million in the third program year.  Nicor Gas Ex. 5.3.  Nicor Gas’ 
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proposed Plan is designed to provide all customer segments, with the exception of customers 

identified in Section 8-104(m), opportunities to become more efficient consumers of natural gas.  

Jerozal Dir., Nicor Gas Ex. 1.0R, 10:197-99.  Participation is estimated at more than 300,000 

customers during the three years of the Plan.  Id., 10:199-200.  The Plan contains thirteen 

programs, six of which are targeted to residential customers, and seven of which are targeted to 

commercial and industrial customers.  Id., 10:202-03.  Some programs initially will be 

introduced as a pilot and will launch on a larger scale in later years.  Id.,10:203-04. Nicor Gas 

Ex. 1.4.  Further, Nicor Gas’ proposed EEP compares very favorably when assessed relative to 

objective criteria like cost-effectiveness, and also when compared to a peer group of natural gas 

utilities.  Lawless Dir., Nicor Gas Ex. 2.0, 14:294-96.  

Nicor Gas’ EEP complies with the filing requirements of Section 8-104(f) as discussed in 

turn and further elaborated on below.

Section 8-104(f)(2):  Wherever applicable, programs within the Nicor Gas EEP require 

that customers meet new building or appliance standards as a requirement of enrollment.  Jerozal

Dir., Nicor Gas Ex. 1.0R, 13:268-71.  In many cases the programs require customers to 

significantly exceed minimum appliance standards in order to earn an incentive.  Id., 13:271-73.  

Nicor Gas will be providing customers and trade allies with educational material about building 

and appliance standards as part of its EEP communication efforts.  Id., 13:273-75.  A number of 

programs directly address new building standards, including the new construction programs.  Id.,

13:275-76.  To qualify for this program, builders must meet all requirements of the ENERGY 

STAR National Performance Path standard, which is met by reaching an acceptable Home 

Energy Rating as well as install high efficiency natural gas heating and water heating equipment.  

Id., 13:276-79.  Several programs directly address helping customers to exceed the existing 
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appliance standards including the Heating and Appliance Incentive Program and Business 

Incentive Program.  Id., 13:279-81.  

Section 8-104(f)(3):  Section 8-104(f)(3) of the Act requires Nicor Gas to “present 

estimates of the total amount paid for gas service expressed on a per therm basis associated with 

the proposed portfolio of measures….”  Nicor Gas performed a calculation to estimate the 

average per therm cost of the measures for Rider 30’s three rate classes.  Quick Dir., Nicor Gas 

Ex. 3.0R, 12:264-68; Nicor Gas Ex. 3.4.  

Also with respect to Section 8-104(f)(3), Nicor Gas coordinated with DCEO regarding 

low income customers.  Jerozal Dir., Nicor Gas Ex. 1.0R, 14:285-87.  DCEO is presenting a 

portfolio of programs targeting customers below 80% of the median income level.  Feipel Dir., 

DCEO Ex. 1.0, 22:435-23:442, 45:898-901.  The Company believes that there is sufficient 

funding for DCEO to operate the low income programs within the Nicor Gas service territory 

based on the 25% funding level that will be allocated to DCEO.  Jerozal Dir., Nicor Gas 

Ex. 1.0R, 14:289-91.

Section 8-104(f)(4):  Nicor Gas has worked closely with DCEO in the development of 

processes needed to avoid duplication of services in Nicor Gas’ service territory, as well as in the 

development of DCEO programs.  Jerozal Dir., Nicor Gas Ex. 1.0R, 15:305-08.  Nicor Gas has 

supported DCEO by sharing its program concepts, market information, and cost-effectiveness 

model information, and by providing DCEO access to Nicor Gas’ consultants to understand 

information developed for the EEP.  Id., 15:308-11.  DCEO presents a portfolio of programs 

targeting customer sectors listed in Section 8-104(f)(4), which includes local government, 

municipal corporations, school districts, and community colleges.  See Nicor Gas Ex. 1.7.  
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Additionally, as noted above, DCEO is providing programs targeting households with incomes at 

or below 80% of area median income.  Feipel Dir., DCEO Ex. 1.0, 22:435-23:442, 45:898-901.  

Section 8-104(f)(5):  The statute requires gas utilities to use the Total Resource Cost 

(“TRC”) benefit-cost test to evaluate the cost-effectiveness of individual programs and the 

overall portfolio of programs.  Jerozal Dir., Nicor Gas Ex. 1.0R, 15:323-26.  Each of the 

Company’s proposed programs, as well as the entire portfolio of programs, meets the TRC test.  

Id., 15:326-16:327; Jerozal Reb., Nicor Gas Ex. 5.0, 7:154-57; Nicor Gas Ex. 5.2.  Specifically, 

the overall plan has a TRC of 2.2, 2.6, and 2.8 for years one through three of the plan, 

respectively.  Jerozal Reb., Nicor Gas Ex. 5.0, 21:463-64; see also Nicor Gas Ex. 1.1, pp. 96-

107.  The detailed benefit-cost analysis process for each program is explained in Chapter 5 of the 

EEP.  The specific results for each measure and program is summarized in Nicor Gas Ex. 5.2.

Section 8-104(f)(7):  Nicor Gas has complied with Section 8-104(f)(7) by calculating the 

statutory 2% rate cap at approximately $47 million.  Jerozal Dir., Nicor Gas Ex. 1.0R, 16:332-34.  

While the EEP budget will approach this 2% constraint in Year 3, Nicor Gas expects that, given 

the goals in the plan, the Company will be able to attain the goals in the Act for each year, and 

stay beneath the rate cap.  Id., 16:334-37.  The expected rate impacts are 0.90% in year 1, 1.34%

in year 2, and 1.74% in year 3 of the plan.  Id., 16:337-38.  

Section 8-104(f)(8):  The Company’s Plan meets the four requirements for reporting and 

evaluation:  quarterly reports, independent annual reviews, full independent evaluations after 

three years, and adjustment of measures on a go-forward basis.  Id., 16:340-44.  The Company 

will meet the quarterly reporting requirement by filing status reports approximately 90 days after 

the end of each quarter.  Id., 16:340-45.  These reports would provide information on the 

implementation of and expenditures for both Nicor Gas’ energy efficiency measures and those of 
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the DCEO.  Quick Dir., Nicor Gas Ex. 3.0R, 12:260-63.  Nicor Gas budgeted for the next two 

requirements as part of its overall evaluation plan documented in Chapter 7 of the EEP.  Nicor 

Gas Ex. 1.1, pp. 119-21.  In addition, Nicor Gas has budgeted three percent (3%) of the total EEP 

spending for each year’s evaluation work.  Nicor Gas Ex. 1.1, Table 17, pp. 119.  Nicor Gas will 

hire one or more independent evaluators to perform the annual review and the third year full 

evaluation.  Nicor Gas Ex. 1.1, p. 120.  Nicor Gas’ evaluation plan is designed to be a flexible 

tool to help Nicor Gas manage its programs on a going forward basis and to provide regulators 

with transparency into the EEP results.  Lawless Dir., Nicor Gas Ex. 2.0, 20:441-43.

A. Natural Gas Spending Limit and Savings Goals

1. Introduction to Savings Goals Issues

Section 8-104(c) establishes a list of natural gas savings goals for natural gas utilities, 

explaining that “[n]atural gas utilities shall implement cost-effective energy efficiency measures 

to meet at least the following natural gas savings requirements.”  220 ILCS 5/8-104(c) (emphasis 

added).  In its initial three year plan proposed for 2011-2014, Nicor Gas projects to save more 

than 36 million therms on an annualized basis.  Jerozal Dir., Nicor Gas Ex. 1.0R, 9:190-92; 

Jerozal Reb., Nicor Gas Ex. 5.0, 21:461-62.  Energy savings produced in combination by Nicor 

Gas-operated programs and DCEO-operated programs are expected to be 6.1 million therms in 

the first year, 12.2 million therms in the second year, and 18.4 million therms in the third year.  

Jerozal Dir., Nicor Gas Ex. 1.0R, 12:260-13:264; Nicor Gas Ex. 1.6.  The therm goals are based 

upon the 2009 total amount of gas delivered to retail customers, 301.3 Bcf, according to Section 

8-104(c).  Jerozal Dir., Nicor Gas Ex. 1.0R, 13:266-67; Nicor Gas Ex. 1.6.  These goals exceed 

Section 8-104’s requirements of 0.2%, 0.4% and 0.6% of energy savings.  Jerozal Dir., Nicor 

Gas Ex. 1.0R, 12:257-60; Section 8-104(c).  Neither Staff nor any Intervenor claims to the 
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contrary.  In addition, the sum of Nicor Gas’ three year EEP goals exceeds the requirement of 

1.2% energy savings by 2014.  Id., 13:265-66.  Nicor Gas’ determination of the therm goals over 

the 3-year reporting period, as shown in Nicor Gas Exhibit 1.6, is in compliance with Section 8-

104(c) of the Act and should be accepted by the Commission.

Staff and the AG are critical of Nicor Gas’ proposal to exclude therms delivered for 

transportation customers from the therms used to determine the savings goal.  Zuraski Dir., Staff 

Ex. 2.0, 6:109; Mosenthal Dir., AG Ex. 1.0, 4:13-17.  This brief later explains why such claims 

are wrong. 

2. Introduction to Spending Limit Issues

Rider 30 includes a limitation of costs to be expended on the EEP, as mandated in 

Section 8-104(d) of the Act.  In particular, subsection d states:

Notwithstanding the requirements of subsection (c) of this Section, 
a natural gas utility shall limit the amount of energy efficiency 
implemented in any 3-year reporting period . . . by an amount 
necessary to limit the estimated average increase in the amounts 
paid by retail customers in connection with natural gas service to 
no more than 2% in the applicable 3-year reporting period.

220 ILCS 5/8-104(d) (emphasis added).  Nothing within Section 8-104 requires a gas utility to 

collect from customers every penny up to the 2% cap limit and spend such sums on energy 

efficiency programs.  

For Nicor Gas, the budget limit is a cap on how much it may spend to achieve the 

statutory goals of Section 8-104.  Jerozal Reb., Nicor Gas Ex. 5.0, 4:81-82. Based on 2009 

revenues, Nicor Gas estimates the first 3-year reporting period two percent (2%) rate cap to be 

$141 million.  Quick Dir., Nicor Gas Ex. 3.0R, 5:105-07; Nicor Gas Ex. 3.2.  While Nicor Gas 

proposes to spend less than the statutory limit in its three-year plan, the Plan is designed to spend 
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an adequate amount of money to meet the statutory requirement and minimize the rate increase 

impact to all customers.  Jerozal Reb., Nicor Gas Ex. 5.0, 4:93-95.  The statutory goals as 

stipulated in Section 8-104(c) ramp up over time, indicating the Act’s intent to grow the volume 

of savings over time, rather than reach maximum potential immediately and spend every dollar 

available.  Id., 4:96-98.  The Company’s budget considers the expenditures necessary to meet the 

statutory goals while balancing the interest of ratepayers who bear the burden to fund these 

programs.  Id., 6:128-130.  

No party disagreed with Nicor Gas’ method for determining the budget limitation; 

however, Staff, the AG and ELPC all made adjustments to the Nicor Gas number that would 

increase the Company’s EEP budget limitation.  Zuraski Dir., Staff Ex. 2.0, 7:134-9:182; 

Mosenthal Dir., AG Ex. 1.0, 4:13-17; Crandall Dir., ELPC Ex. 1.0, 8:21-9:5.  Put another way, 

their proposals would increase the amount of money that Nicor Gas customers would pay to fund 

the Company’s EEP.  Pursuant to the Act, customers will be paying for Nicor Gas’ EEP.  220 

ILCS 5/8-104(e).  Thus, the statutory cost cap serves to limit the rate impact to customers.  Quick

Reb., Nicor Gas Ex. 7.0, 11:233-34.  When the different proposals are compared, the 

Commission is being asked to determine whether, over the next three years, customers should 

receive a $105.4 million rate increase with Nicor Gas’ proposed costs (which is well under the 

nearly $141 million spending cap) (Nicor Gas Ex. 1.5 Rev.), a $140 million rate increase 

(ELPC’s proposal), a $168 million rate increase (Staff’s proposal) or a $188 million rate increase 

(the AG’s proposal).2  Id., 11:234-37.

                                                
2

To place these figures in perspective, in Nicor Gas’ 2008 Rate Case, Docket No. 08-0363, the Company sought an 
increase in distribution revenues of approximately $141 million.  Thus, ELPC proposes an increase nearly equal to 
the last rate case request and Staff and the AG propose a rate increase that, at a minimum, is 20% higher than the 
Company’s last rate case request.
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Staff makes an arbitrary 20% upward adjustment to the EEP budget (Zuraski Dir., Staff 

Ex. 2.0, 7:134-9:182), which is inappropriate for several reasons.  Quick Reb., Nicor Gas 

Ex. 7.0, 7:148-8:169.  First, Staff’s adjustment begins with a base of forecasted revenues for 

2011 to 2014, instead of the 2009 revenues used by Nicor Gas.  Zuraski Dir., Staff Ex. 2.0, 

7:136-143.  Nicor Gas’ use of its 2009 actual revenues is consistent with the Act to develop a 

budget to reduce 2009 usage.  Id., 7:149-51.  Section 8-104(c) of the Act requires that gas 

utilities implement energy efficiency programs to reduce consumption as compared to 2009 

usage.  220 ILCS 5/8-104(c).  Second, Staff’s proposal is an arbitrary adjustment, whereas Nicor 

Gas’ number is based on actual revenues received.  Quick Reb., Nicor Gas Ex. 7.0, 7:155-56.  

While 2009 was about 9% colder than normal and weather is an important factor, it is not the 

most important factor impacting Nicor Gas’ revenue.  Id., 7:156-58.  Moreover, the colder than 

normal weather in 2009 also inflates Nicor Gas’ spending cap.  Id., 7:158-59.  

It is also worth emphasizing that 70% to 80% of Nicor Gas’ revenues can be attributed to 

the sale and price of the natural gas commodity itself.  Quick Reb., Nicor Gas Ex. 7.0, 7:160-61.  

The significant variability of gas prices, however, makes it extremely difficult to accurately 

forecast the amount of revenue the Company will collect.  Id., 7:161-63.  For example, looking at 

the first nine-month period for 2008, 2009, and 2010, Nicor Gas’ operating revenues have varied 

from $2.33 billion in 2008, to $1.53 billion in 2009, to $1.60 billion in 2010.  Id., 8:164-66.  

Consequently, any forecast of Nicor Gas’ total revenues, including Staff’s, is highly speculative.  

Id., 8:166-67.  It is Nicor Gas’ position that relying on actual 2009 experience for determining 

the budget limitation, even though weather was colder than normal, is a better approach and 

consistent with the Act.  Id., 8:167-69.
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In addition, as discussed later in this brief, the AG argues that Nicor Gas’ spending limits 

should be roughly 50% higher than it proposes because it incorrectly removed the majority of 

transportation gas volumes delivered to its customers.  Mosenthal Dir., AG Ex. 1.0, 4:13-17.  

There is nothing in the statute that suggests that the spending limit is dependent upon imputed 

revenues for transportation customers where Nicor Gas has no knowledge of their supply prices.

Finally, ELPC recommends that “the Commission direct Nicor to amend its energy 

efficiency plan to increase its investment in cost effective energy programs to the maximum 

under the price cap,” where purportedly “the result would be to maximize the benefits to Illinois 

residents and businesses.”  Crandall Dir., ELPC Ex. 1.0, 8:21-9:5.  However, this action will also 

increase the rate impact to ratepayers unnecessarily as it appears that simply spending more 

money may not improve results during the initial EEP.  Jerozal Reb., Nicor Gas Ex. 5.0, 2:41-45, 

5:108-09, 21:470-77.  Moreover, ELPC cannot cite to any statutory support for its proposal, as 

Section 8-104 does not require the Company to spend up to the cap.

ELPC also expresses concern that Nicor Gas will “fall short of statutory savings” with 

respect to the “new” programs that comprise 20% of the projected savings.  Id., 3:2-3.  In 

actuality, only 4% of Nicor Gas’ projected therm savings come from truly “new” programs to be 

implemented by the Company.  Jerozal Reb., Nicor Gas Ex. 5.0, 5:124-25. 

In short, unlike Staff and Intervenors, Nicor Gas’ proposed budget limitation of 

approximately $47 million per year and $141 million over the 3-year reporting period is 

consistent with the Act, while working to limit the impact on customers.  Accordingly, the 

Commission should approve Nicor Gas’ budget amount as revised in this proceeding and its 

calculation of the budget limitation. 
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3. Exclusion of Transportation Customer Usage from the Calculation of 
Natural Gas Spending Limit and Savings Goals

a) Spending Limit

Section 8-104(d) provides that the budget cannot be greater than 2% of the amount paid 

by retail customers over the 3-year reporting period.  220 ILCS 5/8-104(d).  However, Section 

8-104 does not provide a definition of a retail customer.  Consequently, parties have created their 

own definition.  Consistent with Section 8-104 and its legislative history, Nicor Gas has defined 

retail customers to include those customers for whom Nicor Gas purchases and delivers natural 

gas commodity to, plus those residential and small commercial customers who use Alternative 

Retail Gas Suppliers to obtain their gas supply.  Quick Reb., Nicor Gas Ex. 7.0, 4:75-78.  Retail 

customers do not include large customers that purchase their own gas supply on the open market 

or use the services of third-parties to do so.  Id., 4:78-79.  Nicor Gas considers these wholesale 

customers.  Id., 4:79-80.  

The Company’s definition of the terms retail and wholesale customers are consistent with 

the legislative intent of Section 8-104(d), as expressed in the following legislative discussion:  

Reitz:  “That’s correct.  On the gas efficiency provisions, I’d like 
to make sure that all of us understand how the charges to 
customers will be calculated.  There are some customers such as 
merchant electric generators who purchase all or part of their gas at 
wholesale and then transport that gas over to the distribution 
systems of the local gas utility.  When the utility is calculating the 
charge to customers, will the utility include the cost of gas that is 
purchased by the user at wholesale?”

Flider:  “No.”

Reitz:  “Stated differently, does the legislation intend to cover for 
the purpose of assessing charges, service revenues and retail gas 
commodity purchases, but exclude wholesale gas purchases?”

Flider:  “Yes.”
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Reitz:  “So, what is excluded is the wholesale commodity cost, the 
utilities cost for transportation for that wholesale commodity is 
included, right?”

Flier:  “That’s correct, yes.”

Reitz:  “And you were talking about excluding only wholesale 
commodity purchases, retail gas purchases for public utilities and 
certified alternative gas suppliers are included, right?”

Flider:  “Yes.”

State of Illinois, 96th G.A., House of Rep., 63rd Legis. Day, Tr. at 181-82 (May 28, 2009); 

available at http://www.ilga.gov/house/transcripts/htrans96/09600063.pdf.

Moreover, Nicor Gas’ definition is consistent with the common understanding of the 

term.  Quick Reb., Nicor Gas Ex. 7.0, 5:108-13.  Webster’s Third International Dictionary (1986 

edition, page 1938) defines retail as, “the sale of commodities or goods in small quantities to 

ultimate consumers.”  Thus, the exclusion of large customers who purchase their own gas 

supplies would be consistent with this definition.  Quick Reb., Nicor Gas Ex. 7.0, 5:112-13.

The AG claims that Nicor Gas has incorrectly excluded revenues that may be associated 

with therm deliveries to transportation customers other than those participating in Customer 

Select.  Mosenthal Dir., AG Ex. 1.0, 6:21-8:3.  The AG appears to believe that “a retail 

customer’ of a local distribution gas company refers to all its delivery customers that it has a 

retail relationship with—in other words that it delivers gas to and sends a bill to—regardless of 

where they buy commodity.”  Id., 8:7-9.  Given that Nicor Gas does not send a commodity bill to 

any of its transportation customers and only sends a distribution bill to about half of its 

transportation customers, these customers would be excluded from consideration under the AG’s 

own definition.  Quick Reb., Nicor Gas Ex. 7.0, 8:179-82.  
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Further, Staff, Nicor Gas, Peoples Gas Light & Coke Company (“Peoples Gas”), North 

Shore Gas Company (“North Shore”) and the Ameren Illinois gas utilities (“Ameren Illinois”), 

have all agreed that the intent of the Act was not to impute an amount of commodity revenue 

associated with these transportation therms in the budget limit calculation.  Id., 9:185-87.  

Instead, the intent of the Act is explicitly apparent in the transcripts of the legislative discussion 

mentioned above.  Id., 9:187-89.  This exchange between legislators shows that the value of the 

commodity delivered to transportation customers is to be excluded from the budget limitation 

amount, but that the value of the commodity for certified alternative gas suppliers is to be 

included.  Id., 9:190-93.

There would be a significant impact to ratepayers if the Commission were to accept the 

AG’s interpretation of Section 8-104(d).  Assuming that imputed commodity costs are calculated 

in the same manner as those for Customer Select deliveries, the annual limit would be $62.8 

million and $188.5 million over the three-year reporting period.  Id., 9:201-03.  On an annual 

basis, this equates to a $16 million increase in the spending cap and almost $50 million over the 

3-year period when compared to Nicor Gas’ proposal.  Id., 9:203-05.  While the spending cap is 

not a constraint on the impacts to customers based on the Nicor Gas plan, it does create 

significant impact on customers in future years as the goals ramp upwards based on the Act.

b) Calculating Therm Savings Goals

Just as the legislature’s intended definition of a retail customer led to conflicting 

calculations of the budget limitation, the legislative intent of the term retail is at issue with 

respect to Nicor Gas’ therm goal determination under the EEP.  Id., 12:265-27.  Referring to the 

legislative discussion quoted above, and recognizing that the conversation is with regard to the 

budget limitation, the legislators’ understanding and use of the terms retail and wholesale defines 
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their intent within the statute, which parallels Nicor Gas’ understanding of the term retail.  Id., 

12:267-70.  Paradoxically, Staff appears to agree with Nicor Gas regarding the legislator’s intent 

behind the word retail in the context of calculating the budget limitation (see Zuraski Dir., Staff

Ex. 2.0, 7:134-41), but appears to believe a contradictory meaning when used earlier on in the 

same statute.  As a result, Staff recommends that the transportation customer therms be included 

in the calculation of therms savings goals.  Zuraski Dir., Staff Ex. 2.0, 6:109.  The AG makes the 

same recommendation.  Mosenthal Dir., AG Ex. 1.0, 4:13-17.  Under their approach, Nicor Gas 

would be required to meet a goal that is 42% higher than contemplated in the statute.

There would be a negative impact on Nicor Gas and its customers if the therm reduction 

goals are increased by 42% as Staff and the AG propose.  Quick Reb., Nicor Gas Ex. 7.0, 

13:286-14:298.  For Nicor Gas, the first challenge would be to develop and implement energy 

efficiency plans to address the 42% increase to the goal.  Id., 13:288-89.  Second, aside from the 

Company’s position that the proposals of Staff and AG are inconsistent with the Act, their 

proposals would exacerbate the Company’s inability to recover Commission-approved costs for 

providing distribution service.  Id., 13:289-92.  Given the Commission’s decision to exclude 

recovery of such costs through Rider 30 (which the Company may address in the future), 

adopting the proposals of Staff and the AG will have a direct, negative financial impact to the 

Company, which is contrary to the intent of Section 8-104.  Id., 13:292-95.  Consequently, an 

increase in the therm goals would hasten the day when Nicor Gas would need to file for rate 

relief in order to recover its prudent and reasonable cost of providing gas distribution service.  

Id., 13:296-14:298.
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For all the above reasons, the Commission should reject the recommendations of the AG 

and Staff to include a value for the commodity delivered to transportation customers in both the 

spending cap and the savings goal.

III. Evaluation, Measurement & Verification

A. EM&V Contractor Independence

1. Nicor Gas’ Position

In response to the position taken by CUB in this proceeding as described below, Nicor 

Gas agrees that conditions specified in the electric orders regarding hiring and firing of 

evaluation, measurement and verification vendors should also apply to the Company’s evaluation 

process.  Lawless Reb., Nicor Gas Ex. 6.0, 12:243-45.

B. Evaluation Plan

1. Nicor Gas’ Position

Nicor Gas has proposed a high level road map for evaluation of the programs in its EEP.  

Lawless Reb., Nicor Gas Ex. 6.0, 9:173.  Nicor Gas’ evaluation plan, which includes both 

process and impact evaluations, is designed to be a flexible tool to help Nicor Gas manage its 

programs on a going-forward basis and to provide regulators with transparency into the EEP 

results.  Lawless Dir., Nicor Gas Ex. 2.0, 20:441-44.  The development of Nicor Gas’ evaluation 

plan is consistent with a number of recommendations made by Intervenors discussed later in this 

brief, including consideration of certain factors and evaluation techniques, such as Experimental 

Design, as well as the suggestion that the Company engage in combined evaluation of joint 

programs.  Lawless Reb., Nicor Gas Ex. 6.0, 9:174-77, 9:188-89, 11:228-35.  The Company’s

evaluation plan can be adjusted as operations of programs and their success rates evolve and it 
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includes a schedule and a basis for contracting with independent program evaluators to perform 

the evaluation work.  Id., 7:178-81.  The Company expects to use a variety of research methods 

and looks forward to practical yet innovative proposals from the evaluation vendor or vendors.  

Id., 9:181-83.  Finally, in accordance with Staff’s suggestion about the use of impact evaluation 

results, Nicor Gas will endeavor to work with the independent evaluation vendor(s) to complete 

as much of the evaluation work as practical in advance of the preparation of its next three year 

plan in order to use those completed evaluation results in developing a set of new program 

assumptions prior to filing the next plan.  Lawless Reb., Nicor Gas Ex. 6.0, 16:334-17:348.  For 

these reasons, the Commission should find that the Company’s EEP includes an evaluation plan 

that meets the requirements of Section 8-104(f)(8) related to annual reviews and triennial 

evaluation of the portfolio.

2. Staff’s and Intervenors’ Positions

The AG offers several suggestions regarding Nicor Gas’ evaluation plan, including 

providing a long list of factors to be considered in developing the plan, opining that it is too early 

to determine the plan, recommending that the SAG be involved in decisions on the types and 

timing of evaluations that are undertaken, and suggesting that joint evaluations be performed 

between Nicor Gas and ComEd for jointly run programs.  Mosenthal Dir., AG Ex. 1.0, 13:29-

25:21, 24:26-26, 25:12-14, 25:18-21).  ELPC also recommends that Nicor Gas work with other 

utilities to evaluate joint or similar programs to conserve evaluation costs and promote 

consistency of results.  Crandall Dir., ELPC Ex. 1.0, 16:18-17:1.  CUB recommends that a 

specific technique for evaluation—“Experimental Design”—be applied to the Behavioral Energy 

Savings pilot and overall on the portfolio.  Thomas Dir., CUB Ex. 1.0, 15:268-76.
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Because the Company’s evaluation plan already comports with these recommendations, 

the Commission should not find that any revisions to the evaluation plan are necessary.

C. Fixed Values 

1. Deemed Savings

a) Nicor Gas’ Position

Deemed savings is an agreement where the assumptions necessary to calculate the energy 

savings for a set of energy efficiency measures are prescriptively defined for a period of time.  

Lawless Reb., Nicor Gas Ex. 6.0, 12:248-50.  Deemed savings typically is applied to energy 

savings measures whose impacts are relatively well known and frequently implemented like 

upgrading to more efficient appliances or lighting. Id., 12:250-52.  Deeming savings reduces the 

complexity of regulatory proceedings and simplifies the tracking processes for energy efficiency 

programs.  Id., 13:261-62.  The time period for which energy savings are deemed can be 

specified for a time period like a year, an energy efficiency planning cycle, or until better 

information is generated through a program impact evaluation.  Id., 13:262-65.

Section 8-104(f)(8) states that changes to energy savings should be adjusted as follows: 

“to the extent practical, for adjustment of measures on a going forward basis as a result of 

evaluations.”  220 ILCS 5/8-104(f)(8).  Nicor Gas proposes that savings on a per unit basis be 

deemed for the three years of the plan except for custom measures.  Lawless Dir., Nicor Gas 

Ex. 2.0, 21:458-59.  From a practical scheduling perspective, at the end of Year 1, program

evaluations will be initiated for a subset of programs.  Id., 21:462-64.  Those program impact 

evaluations will not likely be available before the end of 2012, as they will require six or more 

months to complete.  Id., 21:464-65.  Within months after that, Nicor Gas will need to start 

development of its next three year plan, which is due October 1, 2013.  Id., 21:465-67.  The 
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Company intends to adjust savings estimates based on the Year 1 program evaluations.  Id., 

21:467-22:468.  It is also reasonable to expect that the Year 2 evaluations would be available 

prior to the Commission making a decision on the second triennial EEP and that the results of 

those evaluations could be used to adjust the second triennial EEP assumptions, although it 

would necessitate adjusting parts of that plan during the approval process.  Id., 22:468-71.  In 

addition, the Company will update assumptions based on external information from other 

research, evaluations from other utilities, and any other high quality information available at the 

time the new EEP is developed. Id., 22:471-74.

Contrary to the assertions of the AG, Nicor Gas, along with its consultant, engaged in a 

thorough process to develop sound and fact-based assumptions to support the Nicor Gas energy 

savings for the EEP.  Lawless Reb., Nicor Gas Ex. 6.0, 14:283-15:324.  The Company initiated a 

Market Potential Study (“MPS”) to help support the development of information and 

assumptions specific to the Nicor Gas service territory because the Company recognized that it 

had very little data regarding energy savings measures to support the development of its energy 

efficiency plan and there was limited data available specific to Illinois due to the prior lack of 

utility energy efficiency programs in the state.  Id., 14:285-90.  After the MPS was complete, 

Nicor Gas continued to seek additional information and studies that could apply to the Nicor Gas 

service territory.  Id., 14:291-92.  To finalize the approximately 300 assumptions necessary to 

support the energy savings calculations and TRC modeling of the measures in the Nicor Gas 

EEP, the Company and its consultant also engaged with the other utilities and in some cases their 

consultants to standardize certain assumptions.  Id., 14:292-96.

The process for developing assumptions on energy savings measures followed the 

following steps:
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 Use the analysis performed in the MPS (35% of final assumptions).

 Use Rider 29 and the Peoples Gas and North Shore program assumptions 
particularly where there were very similar program and measure concepts and we 
considered the information used in those plans would help apply consistency 
among Illinois gas programs (approximately 19% of final assumptions).

 Use other Midwest studies such as a statewide study performed by Navigant 
Consulting for Minnesota and a MEEA Midwest regional study (approximately 
11% of final assumptions).

 Work with other Illinois utilities and some of their consultants to use their 
information where it was thought their information was built on stronger and 
better developed sources (approximately 12% of the final assumptions).

 Use a variety of other sources or calculations (approximately 7% of final 
assumptions).

 Use DEER database assumptions as it is essentially the most heavily scrutinized 
and analyzed Technical Resource Manual in the country (approximately 18% of 
final assumptions).  These assumptions almost all apply to the business programs 
where loads are likely to be much less weather sensitive, less specific to a 
geography, and the Nicor Gas team felt that they were the best assumptions 
available.

Lawless Reb., Nicor Gas Ex. 6.0, 14:297-15:317.

In light of the above efforts, the Commission should approve Nicor Gas’ proposal to 

deem savings on a per unit basis for the three years of the plan except for custom measures 

because Nicor Gas has done a thorough job to assure its deemed savings assumptions are sound. 

b) Staff’s and Intervenors’ Position

The AG is concerned that the assumptions for the measure savings were not sufficiently 

substantiated, in that too much reliance was placed on the California DEER database.  Mosenthal 

Dir., AG Ex. 1.0, 19:25-20:5.  The AG also suggests that the deemed savings measures should be 

“provisionally deemed” until the SAG reviewed the assumptions in detail.  Id., 22:22-23:2.  As 

noted above, Staff suggests that all programs have impact evaluation results available 60 days 
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prior to Nicor Gas filing its next plan on October 1, 2013.  Brightwell Dir., Staff Ex. 1.0, 9:193-

10:196.  Notwithstanding that suggestion, Staff does not oppose Nicor Gas’ request regarding 

deemed savings even though it notes that “deemed values and actual savings are not the same.”  

Id., 12:239-42.  For these reasons, the Commission should adopt the Company’s approach to 

determining “deemed savings.”

2. Net-to-Gross Ratios

a) Nicor Gas’ Position

As explained by Nicor Gas witness Lawless, net-to-gross ratios are used to adjust the 

energy savings of utility energy efficiency programs or measures to correctly reflect the impact 

of underlying market trends.  Lawless Dir., Nicor Gas Ex. 2.0, 17:370-71.  The intent is to only 

credit utilities with savings that are the result of their programs.  Id., 17:371-72.  For instance, if

a customer only hears about an energy efficiency program after he has installed the energy 

efficiency measure, he would be a free-rider and should not be counted in the utility program 

results.  Id., 17:372-76.  In practice, determining appropriate net-to-gross ratios is a difficult art 

and impact evaluations are used to estimate them. Id., 17:376-77.  Other impacts can occur like 

free drivers (participants who do not request a rebate) and spillover (other energy savings occurs 

due to a program beyond what is counted).  Id., 17:377-18:379.  The impacts of all of these 

factors are rolled into the net-to-gross ratio to adjust program savings.  Id., 18:379-80.

In the case of the net-to-gross ratios used in Nicor Gas’ EEP benefit-cost analysis, the 

Company has used information from a variety of sources to develop reasonable net-to-gross 

ratios.  See Nicor Gas Ex. 2.3.  The primary source was the baselines established in the MPS, 

including the current market saturation and penetration rates from the study to estimate free-

ridership.  Lawless Dir., Nicor Gas Ex. 2.0, 18:385-87.  In addition, program evaluation studies 
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from other utility programs were compared to the MPS result and adjustments were made where 

appropriate.  Id., 18:387-89.  Although the Company and other parties will likely learn more 

during the program evaluation process, the Commission should conclude that Nicor Gas’ net-to-

gross ratios are substantiated and approve Nicor Gas’ request to deem them for the three plan 

years.

b) Intervenors’ Positions

The AG believes that deeming of net-to-gross ratios should not be done for the entire 

three plan years because, since Nicor Gas is just beginning its first plan, “there is no evidence the 

NTG ratios Nicor proposes are based on its specific plans or any studies that would support 

them.”  Mosenthal Dir., AG Ex. 1.0, 4:18-26.  Instead, the AG recommends the application of 

the proposed electric SAG process for changing net-to-gross assumptions based on evaluation 

results.  Id., 20:22-21:20.  In support, the AG points to a draft memorandum authored by AG 

witness Mosenthal regarding  a “proposed framework for counting net savings in Illinois”, which 

the AG concedes was never even agreed to by all parties in the electric SAG.  Id., 21:7-9; AG 

Ex. 1.3.

More importantly, the electric utility SAG “framework” has not been approved by the 

Commission.  Lawless Reb., Nicor Gas Ex. 6.0, 10:211-12.  The Company is willing to work 

with other utilities and external stakeholders to develop guidelines such as those in the electric 

SAG framework, but believes that will take time and significant discussion as the gas utilities 

have not been involved in creating this framework or in discussing its benefits.  Id., 10:216-

11:219.  Additionally, in reviewing the electric SAG framework itself, the Company believes

that there are parts of the framework that are at odds with the “looking forward” perspective in 

the statute.  Id., 11:220-22.  In some cases, under the electric SAG framework, there would be a 
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retrospective change to savings.  Id., 11:222-23.  Nicor Gas does not believe that a retrospective 

process is consistent with the statute and the Company does not agree with the portions of the 

electric SAG framework that provide for retrospective changes to net-to-gross ratios.  Id., 

11:223-25.  For these reasons, the AG’s recommendations regarding net-to-gross ratios should be 

rejected.

D. Technical Reference Manual

1. Nicor Gas’ Position

A Technical Resource Manual (“TRM”) is a consistent set of documentation regarding 

the assumptions about energy savings measures in the EEP.  Jerozal Reb., Nicor Gas Ex. 5.0, 

9:197-99.  It provides a baseline of technical information for program development, future 

development and program evaluation.  Id., 9:199-200.  For Nicor Gas, the assumptions used to 

develop its plan, which are described in a variety of exhibits in the proceeding, could form a 

strong basis for developing a Nicor Gas specific TRM.  Id., 9:200-02.

The Company believes that the statewide TRM suggested by some Intervenors would be 

impractical.  Jerozal Reb., Nicor Gas Ex. 5.0, 3:54-55; see also Mosenthal Dir., AG Ex. 1.0, 

16:29-30; Crandall Dir., ELPC Ex. 1.0, 15:3-5.  The process and cost to develop a single agreed-

upon standard for all measures across the state will be a significant and costly endeavor.  Jerozal 

Reb., Nicor Gas Ex. 5.0, 3:55-57.  Differences among utilities may result in artificially forcing a 

generic compromised methodology at the expense of the unique and most appropriate 

methodology for Nicor Gas and its customers.  Id., 3:57-59.  Finally, and importantly, Section 8-

104 does not require the development of a TRM.

If the Commission concludes that a TRM is appropriate, it should order Nicor Gas to 

develop a company-specific TRM, as opposed to a state-wide TRM.  Jerozal Reb., Nicor Gas 



Docket No. 10-0562 25

Ex. 5.0, 9:209-10. Each utility operates in its own unique service territory, and there are unique 

climate, housing stock, customer demographics, industrial base and other market characteristics 

among the gas and electric service territories in Illinois.  Id., 9:211-13.  These differences will 

result in different algorithms and assumptions for each company’s TRM.  Id., 9:213-14.  Also, 

each company uses different planning approaches, program design approaches, tracking and 

database approaches.  Id., 9:214-10:216.  The process of bringing together a state-wide TRM will 

likely result in the loss of these unique characteristics.  Id., 10:216-17.

IV. Program Issues

A. Flexibility

1. Nicor Gas’ Position

Nicor Gas requires budget flexibility during the three year EEP.  Jerozal Dir., Nicor Gas 

Ex. 1.0R, 18:373-74.  Once programs are launched and EEP operations commence, there will be 

numerous market conditions that will impact results.  Id., 18:374-75.  For example, customers 

could respond to a program more quickly than planned, which could result in the budget being 

expended prior to the end of a year, or the three year period.  Id., 18:375-77.  This could mean 

that Nicor Gas would need to shut down a program because it is too successful, resulting in an 

“over subscription” from customers.  Id., 18:377-79.  In other cases, customers may not respond 

to Nicor Gas communications and incentives sufficiently, which may mean that the Company 

needs to increase rebate levels or its communication efforts.  Id., 18:379-81.  In many 

jurisdictions, utilities are provided budget and goal flexibility within constraints to best manage 

these situations, without direct oversight.  Id., 383-84.  Consequently, Nicor Gas requests that the 

Commission grant it budget flexibility to manage such situations in administering its Plan.  
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More specifically, the Company requests four types of goal and budget flexibility.  

Jerozal Dir., Nicor Gas Ex. 1.0R, 18:385-86.  First, the Company requests the flexibility to 

exceed individual and market sector (residential and business) level energy savings goals, 

assuming the programs remain cost-effective.  Id., 18:386-88.  Second, the Company requests the 

flexibility to shift budgets within both of the two market sectors between programs in response to 

market conditions, assuming the individual programs continue to be cost-effective.  Id., 18:388-

91.  Third, the Company proposes that it be allowed to spend up to 20% more than planned 

within each of the market sectors, assuming that cost-effectiveness is maintained.  Id., 18:391-93.  

Fourth, the Company proposes that it be allowed to add additional cost-effective measures to 

programs without prior Commission approval as the Company will highlight significant changes 

in its required quarterly reports to the Commission.  Id., 18:393-19:395.

In particular, as discussed in the Company’s Plan, Nicor Gas requests that:

 it be allowed to exceed individual and market segments (Residential and C&I) 
level energy savings goals assuming the programs remain cost-effective;  

 it have the flexibility to shift budgets within the two market sectors between 
programs in response to market conditions assuming the individual programs 
continue to be cost-effective;

 it be allowed to spend up to 20% more than planned within each of the market 
sectors, assuming that cost-effectiveness is maintained; and  

 it be allowed to add additional cost-effective measures to programs without prior 
Commission approval.

Nicor Gas Ex. 1.1, section 1.5.3, pp. 30; Jerozal Reb., Nicor Gas Ex. 5.0, 10:220-30.  These 

guidelines provide the Company with the necessary level of budget flexibility to properly 

manage the EEP, and the Commission should therefore approve Nicor Gas’ request for such 

flexibility.



Docket No. 10-0562 27

2. Staff’s and Intervenors’ Positions

The AG generally supports the Company’s request for budget flexibility.  Mosenthal Dir., 

AG Ex. 1.0, 25:25-26:1.  However, the AG proposes some alternatives to this flexibility:  

(1) discussing with the SAG “any shift in budget that results in a 20% or greater change to any 

program’s budget or that eliminates or adds a program,” id., 26:10-11; (2) prohibiting Nicor Gas 

from shifting more than 10% of spending between residential and commercial and industrial 

sectors without Commission approval, id., 27:13-15;  and (3) prohibiting Nicor Gas from 

modifying its plans such that “it no longer meets the statutory requirements for allocations to the 

low income and state and local government markets,” id., 27:15-17.

Nicor Gas rejects the first two recommendations made by the AG.  Jerozal Reb., Nicor 

Gas Ex. 5.0, 11:248.  The Company already has proposed a set of conditions that should be 

brought to the Commission for approval.  Id., 248-50; see also Nicor Gas Ex. 1.1, pg. 30.  

Moreover, Section 8-014 does not mandate that Nicor Gas work with any stakeholder advisory 

group.  While the Company is willing to work with such stakeholders to gain input, a SAG is not 

authorized to have any control over the Company’s decisions concerning the allocation of budget 

resources.  Other important changes will be discussed with Staff, and all significant changes will 

be communicated in the Company’s quarterly reports as described above.  Jerozal Reb., Nicor 

Gas Ex. 5.0, 11:250-52.  The Commission should approve Nicor Gas’ proposal because it 

provides the appropriate mechanism and level of oversight for the EEP.

B. Role of a Natural Gas Stakeholder Advisory Group

1. Nicor Gas’ Position

First and foremost, Nicor Gas notes that Section 8-104 does not mandate a gas utility to 

work with a SAG—no party claims otherwise.  However, Nicor Gas would not be opposed to 
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participating with such a group as long as it is purely advisory and broad-based in nature, and the 

roles and responsibilities of participants are well-defined.  Jerozal Reb., Nicor Gas Ex. 5.0, 3:47-

52, 7:159-65.

If a natural gas advisory group was developed, the Company would propose the 

following guidelines:

(1) Advisory – The Company believes the group should be advisory in nature and 
focused on assisting the Company to consider a broad range of perspectives to 
improve the overall EEP and its operations.  

(2) Broad-based – A well designed advisory group would represent a broad base of 
interests including consumer advocates, environmental advocates, community 
leaders, program implementers, union leaders, trade groups, manufacturers, 
distributers, contractors, businesses, the public and other entities interested in the 
energy efficiency marketplace.  ICC Staff should be a participant or observer.  

(3) Structure – The governance process, meeting schedule, objectives and roles for 
the participants should be well-defined but not overly complex.

Jerozal Reb., Nicor Gas Ex. 5.0, 8:166-79.  

Since the ultimate responsibility for complying with the Act rests with the utility it would 

be unreasonable for the process to leave Nicor Gas in a position where it could not fulfill its 

obligations should such an advisory group find itself deadlocked on an issue and prevent the 

Company from taking action to manage its program in a timely way.  Id., 8:180-82.  

Accordingly, if the Commission orders a natural gas advisory group, it should also order that the 

guidelines proposed by Nicor Gas apply.

Moreover, the Commission should recognize that a natural gas advisory group is not the 

only alternative available to Nicor Gas to obtain information and input from stakeholders.  

Jerozal Reb., Nicor Gas Ex. 5.0, 8:183-85.  For example, Nicor Gas created and currently 

receives input from a Trade Ally Task Force under its Rider 29 EE program.  Id., 8:185-86.  This 
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group comprised of manufacturers, distributors, installers and others provides real-time feedback 

from entities directly engaged in deploying, manufacturing and distributing high efficient 

equipment in Illinois.  Id., 8:186-89.  Nicor Gas also has and can meet with different groups, 

participate in conferences and trade organizations such as the Consortium for Energy Efficiency 

(“CEE”) and the Midwest Energy Efficiency Alliance (“MEEA”) to gain insights and input.  Id., 

8:189-92.  Nicor Gas has been meeting with ComEd and Peoples Gas routinely (more frequently 

than the electric SAG) since March 2010, and plans to continue those meetings to coordinate and 

synchronize program efforts where practicable. Id., 8:192-9:194.

2. Staff’s and Intervenors’ Positions

The AG, ELPC and CUB all recommend that Nicor Gas participate in a Commission 

mandated stakeholder advisory group.  Mosenthal Dir., AG Ex. 1.0, 15:14-15; Crandall Dir., 

ELPC Ex. 1.0, 3:6-8; Thomas Dir., CUB Ex. 1.0, 3:54-56.  For the reasons described above, 

these requests for mandatory participation are neither legally required nor appropriate.

C. Administrative and Marketing Costs

1. Nicor Gas’ Position

Section 8-104 is silent on the subject of cost categorization and limits on specific costs, 

with the exception of evaluation, measurement and verification and emerging technology costs, 

which are each capped at 3%.  See 220 ILCS 5/8-104(f)(8) and (g).  Given that the statute clearly 

limits expenditures in these areas, but not others, it is clear that the legislative intent was to not 

constrain utility budgets within other cost categories as long as the programs and portfolio are 

cost-effective.  See 220 ILCS 5/8-104(c).  Nicor Gas requests that the Commission reject 

requests by CUB and the AG to impose a limit on its administrative costs, as such a limit is not 

contemplated by the Act. Moreover, these proposals would remove Nicor Gas’ flexibility in 
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administering and marketing its programs.  Review of the circumstances surrounding the 

administrative costs for Nicor Gas’ EEP, which are further described below, demonstrate that the 

costs as budgeted are reasonable, they decline over time as a percent of the overall portfolio, they 

will be managed by the Company over the course of the EEP and a portion of those costs are 

related to start-up of the overall EEP when costs should be expected to be higher.  Lawless Reb., 

Nicor Gas Ex. 6.0, 6:118-8:155.

First, unlike most of the other utilities in Illinois, Nicor Gas is an Illinois-only utility.  Id., 

6:123-24.  The other utilities are operating companies for holding companies that own other 

operating companies in other jurisdictions, which necessarily gives them internal perspective, 

knowledge and base of operations on which to pattern Illinois energy efficiency efforts.  Id., 

6:124-28.  Nicor Gas did not have that internal base of knowledge and experience on which to 

build its EEP so it is logical that the Company would seek outside expertise and therefore have 

higher initial costs. Id., 6:129-31.

Second, Nicor Gas’ administrative costs decline over time as a percentage of the overall 

cost of the portfolio as pointed out by CUB.  Lawless Reb., Nicor Gas Ex. 6.0, 7:132-33; 

Thomas Dir., CUB Ex. 1.0, 24:481-82.  Based on the revised budgets, the administrative cost 

levels decline to even lower levels from 10% to 7% to 6% over the three years of the plan.  

Lawless Reb., Nicor Gas Ex. 6.0, 7:134-35.

Third, Nicor Gas’ administrative costs exhibit an absolute year-over-year growth rate that 

is relatively minor when compared to the growth in energy efficiency goals and overall budgets 

suggesting that Nicor Gas has a solid plan for managing administrative cost over time.  Lawless 

Reb., Nicor Gas Ex. 6.0, 7:136-39.  Administrative costs increase by $300,000 in Program Year 

2 which is an increase of 14%, while the portfolio goal increases by 100% and the overall budget 
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increases by 54%.  Id., 7:139-41.  In Program Year 3 administrative costs again increase by 

$300,000 which is an increase of 12% while the portfolio goal increases by 50% and the overall 

budget increases by 32%. Id., 7:141-43.

Fourth, the total unit cost of Nicor Gas’ EEP declines quite rapidly over the course of the 

three years from $3.62 per first year therm saved in Program Year 1, to $2.78 per therm saved in 

the Program Year 2, to $2.43 per therm saved in Program Year 3.  Id., 7:144-47.

Several Intervenors raise concerns regarding Nicor Gas’ administrative and marketing 

costs, namely that these costs are too high.  For example, CUB states that they are too high 

relative to Ameren Illinois.  Thomas Dir., CUB Ex. 1.0, 24:486-25:509.  It is not constructive to 

compare administrative costs between utilities, because such comparisons are subject to a 

number of caveats that may make it difficult to draw specific conclusions.  Lawless Reb., Nicor 

Gas Ex. 6.0, 4:79-81.  For example, there are differences in how utilities define administrative 

costs.  Id., 4:81-82.  There is no standard definition of administrative cost in Illinois, so simple 

comparisons between utilities in Illinois may not be meaningful.  Definitions of administrative 

costs in other jurisdictions also vary, so cross-state comparisons suffer from the same lack of a 

standardized definition.  Id., 4:84-85.

Further, the cost structures between utilities will vary according to the operating design of 

each utility’s energy efficiency effort.  Lawless Reb., Nicor Gas Ex. 6.0, 5:86-87.  Some utilities 

will more closely manage their energy efficiency program and have a larger in-house staff (such 

as Nicor Gas), whereas others will largely outsource their efforts (such as Peoples Gas and North 

Shore).  Id., 5:87-92.  Each model will result in different allocations of the budget to comparable 

categories.  Id., 92-93.  Administrative costs will appear more obvious in Nicor Gas’ case 

because it is relatively straight-forward to identify and categorize employee costs.  Id., 5:93-94.  
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In the case of Peoples Gas and North Shore, more of the administrative costs are embedded in 

the cost of the contracts with the program administrator.  Id., 5:95-96.  In both cases, what might 

typically be called administrative costs may also be embedded in individual vendor 

implementation contracts.  Id., 5:96-98.

Finally, the 5% limit on administrative costs proposed by CUB (and the AG) is not 

appropriate.  Lawless Reb., Nicor Gas Ex. 6.0, 5:102-04; see also Thomas Dir., CUB Ex. 1.0, 

24:486-25:509; Mosenthal Dir., AG Ex. 1.0, 33:30-34:15.  First, Section 8-104 contains no such 

prohibition and, instead, expressly allows a gas utility to recover its costs for implementing a 

program.  Further, such a limit unduly hinders Nicor Gas in the development and operation of the 

Company’s energy efficiency portfolio.  Id., 5:104-05.  Other utilities operate very successful 

energy efficiency portfolios with different administrative cost levels.  Id., 5:106-07.  California 

utilities operate with administrative cost levels well above 5% and operate some of the most 

successful energy efficiency portfolios in the country.  Id., 5:107-6:109.  The California Public 

Utility Commission (“CPUC”) in its 2009 decision on the investor-owned utilities’ energy 

efficiency portfolios in California, established a 10% guideline for administrative costs, which is 

a reduction in the level of administrative costs incurred by those utilities in recent years.  Id., 

6:109-12.  There is no specific agreement on administrative costs across jurisdictions, so it is 

difficult to judge what is appropriate for any given state or utility situation.  Id., 6:115-17.

For all these reasons, Nicor Gas’ administrative costs should be approved as part of the 

Company’s overall EEP.
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D. Cost-Effectiveness

1. Nicor Gas’ Position

Section 8-104(f)(5) provides that the utility needs to “[d]emonstrate that its overall 

portfolio of energy efficiency measures, not including programs covered by item (4) of this 

subsection (f), are cost-effective using the total resource cost test.”  220 ILCS 5/81-4(f)(5) 

(emphasis added).  Thus, the TRC test is to be used to evaluate utility program portfolios of 

energy savings measures.  Nicor Gas recommends that the TRC test be applied at the program 

level.  Lawless Reb., Nicor Gas. Ex. 6.0, 17:362-65.  Because Nicor Gas’ EEP as revised meets 

the TRC test requirement, Jerozal Reb., Nicor Gas Ex. 5.0, 7:154-57; Nicor Gas Ex. 5.2, the 

Commission should find that the EEP is cost-effective in accordance with Section 8-104(f)(5).  

Nicor Gas used the TRC test as the primary benefit-cost criterion for assessing the value 

of the programs within the EEP.  Lawless Dir., Nicor Gas Ex. 2.0, 14:306-09.  The TRC test 

measures the benefits and costs of an energy efficiency portfolio program, or measure as an 

energy resource option based on the total cost of the measure to the utility’s service territory, 

including both participant and utility costs relative to the benefits, which typically are the 

avoided cost of supplying future energy.  Id., 15:311-14.  Essentially, the TRC test balances the 

upfront investments that utilities make in programs and the costs of participants to install energy 

savings measures with the long-term impacts of reduced energy usage from the a broader 

economic perspective, rather than the perspective of either the utility or the participant alone.  

Id., 15:314-18.  

Costs included in the TRC test are those incurred by the participants to purchase, install 

and maintain the more efficient equipment.  Id., 15:320-21.  Utility costs included are all utility 

costs to market and administer the efficiency programs as expressed by the program budgets in 
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the EEP.  Id., 15:321-23.  Any direct installation costs incurred by the utility are also included.  

Id., 15:323.  Customer incentives, which are considered transfer costs between the utility and the 

participants, are included as both a cost to the utility and a benefit to the customer in the TRC.  

Id., 15:323-25.  In particular, an incentive increases the utility’s cost while it decreases the 

participant’s cost by the same amount, with a net effect of zero. Id.,15:325-27.

The primary benefits used in the TRC test are costs avoided related to the energy that is 

not needed as the result of the savings generated measures installed by customers. Id., 15:329-30. 

In the case of gas utilities it is generally the reduced cost of purchased gas over the lifetime of 

the measures installed.  Id., 15:330-16:332.  For the customers, the primary benefit is the 

reduction in their bills that results from the reduced energy use.  Id., 16:332-33.  The TRC in 

Illinois is very similar to what is known as the societal test, as Section 8-104 of the Act provides 

for the incorporation of the avoided environmental costs of energy production.  Id., 16:333-35.  

The development of the avoided environmental cost factor used in the Nicor Gas EEP is 

described in Section 5.2 of the EEP (Nicor Gas Ex. 1.1, pp. 100-07) and includes avoided costs 

for reduced CO2 and NOx production. Lawless Dir., Nicor Gas Ex. 2.0, 16:335-38.

For the three years of the EEP, the TRC test at the overall portfolio level is 2.2, 2.6, and 

2.8 for plan years 1, 2, and 3, respectively.  Jerozal Reb., Nicor Gas Ex. 5.0, 21:463-64.  These 

benefit-cost ratios are all significantly greater than the minimum standard of 1.0.  In addition, 

Nicor Gas’ EEP ratios are very positive relative to the energy efficiency plans of other utilities.  

Nicor Gas Ex. 2.2.  Accordingly, the Commission should conclude that Nicor Gas’ EEP is cost-

effective in compliance with Section 8-104(f)(5).

Moreover, each program in each year of the Plan passes the TRC test.  Lawless Dir., 

Nicor Gas Ex. 2.0, 19:416; Nicor Gas Ex. 5.2.  Individual program benefit cost results using the 
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TRC test range from 1.0 to 5.9.  Lawless Dir, Nicor Gas Ex. 2.0, 19:417-18; Nicor Gas Ex. 5.2.  

The cost-effectiveness for each program improves over the three year period as initial marketing 

and infrastructure costs decrease on a therm saved basis and overall participation levels increase.  

Lawless Dir, Nicor Gas Ex. 2.0, 19:418-21.

The only measure that does not pass the TRC test is the Furnace Tune-Up in the Small 

Business Direct Install program, which has a TRC of 0.8.  Id., 20:423-24.  Nicor Gas believes 

that this measure will effectively assist small business customers to save energy as an attractor to 

the program as it is easily provided as part of the package of measures offered as a total program.  

Id., 20:424-27.  While this individual measure does not pass the TRC test, the overall program 

passes easily and the Company believes the measure should be included in the program.  Id., 

20:427.  Brightwell Dir., Staff Ex. 1.0, 2:34-37, 6:119-7:130.  At the measure level, the inclusion 

of the less cost-effective measures can increase participant benefits in some programs.  Id., 

20:431-32.  In the case of this measure, the Company has taken a conservative approach to the 

lifetime of the measure (two years), and the measure would be cost-effective if a less 

conservative but still defensible approach was taken (three years for instance). Id., 20:432-35.  

The Commission should approve the Small Business Direct Install program as proposed in Nicor 

Gas’ EEP.

2. Staff’s and Intervenors’ Positions

In addition to advocating for application of the TRC test at the individual measure level, 

which Nicor Gas addresses above, Staff argues that water savings should be included in the TRC 

test where applicable and that the application of the cost of carbon by Nicor Gas should consider 

a range of scenarios including delaying any cost of carbon in the test for three years.  Brightwell 

Dir., Staff Ex. 1.0, 7:131-44.
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The Company agrees that water savings can be included in the TRC test calculation when 

appropriate costs and benefits are available to perform the test.  Lawless Reb., Nicor Gas Ex. 6.0, 

18:380-81.  However, since the Nicor Gas plan already produces positive TRC test results, the 

Company is willing to seek water savings data to include in future TRC test calculations in 

program evaluations and the Company’s next three year plan.  Id., 18:383-85.

With respect to the cost of carbon, which is an issue that applies to all utilities, the 

Company would look for direction from the Commission on how to proceed in applying the 

appropriate costs for greenhouse gases.  Id., 19:393-406.  The use of sensitivity analysis as 

suggested by Staff is a valid suggestion, but should also be viewed in a broader context regarding 

major assumptions in the TRC modeling recognizing that further detailed analysis comes with a 

cost in time and resources and should be thoughtfully applied where it most makes sense.  Id., 

19:406-10.  A quick review of the program-level cost-effectiveness of the Nicor Gas proposed 

portfolio reveals that it is unlikely that this analysis will show any programs to be non-cost 

effective.  Id., 19:412-20:414.

ELPC questions the avoided costs used in the Plan in several respects.  Crandall Dir., 

ELPC Ex. 1.0, 12:10-13:22.  However, none of these concerns have merit, as Nicor Gas used a 

valid forecast to derive natural gas avoided costs for the planning process and, if anything, 

certain of the changes would lead to improved TRC results and all programs are already cost-

effective.  Lawless Reb., Nicor Gas Ex. 6.0, 20:419-21:442.  The avoided costs used in the 

Company’s analysis should be accepted by the Commission for purposes of approving the EEP.
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E. Behavior Modification

1. Nicor Gas’ Position

Nicor Gas has proposed a Behavioral Energy Savings Pilot to obtain energy savings by 

providing customers with energy use and comparison information that will help them identify 

how to change their energy usage behaviors and save energy.  Jerozal Reb., Nicor Gas Ex. 5.0, 

11:256-58; see also Nicor Gas Ex. 1.1, p. 55.  The Commission should approve Nicor Gas’ pilot 

as proposed in the EEP because it is reasonable.  Ameren proposed a similar behavior-based 

program in its energy efficiency plan in Docket No. 10-0568, which has been found reasonable

by the Administrative Law Judge.  Docket No. 10-0568, Proposed Order, at 85.

2. Staff’s and Intervenors’ Positions

CUB questions two aspects of the pilot, namely the RFP process and the allocation of 

funding to the pilot.  Thomas Dir., CUB Ex. 3:47-49, 11:211-16.  CUB, along with ELPC, also 

suggests more collaboration with ComEd.  Id.; Crandall Dir., ELPC Ex. 1.0, 4:4-5.

Several of the criticisms from the Intervenors relating to the pilot are premature because 

Nicor Gas has yet to develop the pilot.  Jerozal Reb., Nicor Gas Ex. 5.0, 12:262-68.  Further, 

Nicor Gas intends to use its standard RFP processes when selecting vendors for energy 

efficiency programs.  Id., 12:268-69; Nicor Gas Ex. 1.1, p. 57.  Accordingly, these criticisms 

should be rejected.

V. Proposed Rider 30, Energy Efficiency Plan Cost Recovery

The purpose of Rider 30 is to recover the costs associated with the Company’s energy 

efficiency plan, as authorized under Section 8-104(e).  Section 8-104(e) states that “[a] utility 

providing approved energy efficiency measures … shall be permitted to recover costs of those 
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measures through an automatic adjustment clause tariff filed with and approved by the 

Commission.”  Further, Section 8-104(f)(7) states that, in filing its energy efficiency plan, a 

utility shall “[i]nclude a proposed cost recovery tariff mechanism to fund the proposed energy 

efficiency measures and to ensure the recovery of the prudently and reasonably incurred costs of 

Commission-approved programs.”  Nicor Gas seeks to recover its costs incurred as a result of 

implementing the Plan through Rider 30, Energy Efficiency Plan Cost Recovery, as further 

described below.  See Quick Dir., Nicor Gas Ex. 3.0, 2:39-43.  The Commission should permit 

Nicor Gas to recover these costs through Rider 30 because they are just and reasonable.

One set of costs Nicor Gas seeks to recover are those related directly to the 

implementation and operation of the Plan.  Id., 6:126.  Such costs include, but are not limited to, 

legal and consulting fees, information technology development, all costs for developing, 

implementing, and maintaining the various energy efficiency measures included in the Plan, 

including any equipment, devices or services that are purchased.  Id., 6:127-30.  Also included in 

this group of costs would be all direct and indirect labor costs for employees whose jobs are 

related to implementing and maintaining the Plan.  Id., 6:130-32.  Additionally, as provided by 

Section 8-104(e), Nicor Gas would recover the costs for DCEO’s energy efficiency plan.  Id., 

6:132-33.  As provided in subsection (e), DCEO is responsible for obtaining 20% of the therm 

reductions required by subsection (c), and shall receive up to 25% of the total budget applicable 

to Nicor Gas’ customers.  220 ILCS 5/8-104(e).

The other set of costs Nicor Gas seeks to recover are the same costs as the first group, but 

for Nicor Gas’ On-Bill Financing program.  Quick Dir., Nicor Gas Ex. 3.0R, 6:138-39.  As 

provided by Section 19-140(f) of the Act, utilities may recover the cost of their On-Bill-

Financing program through the Section 8-104 cost recovery rider.  220 ILCS 5/19-140(f).  Nicor 
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Gas’ Rider 31, On-Bill-Financing Program was previously approved by the Commission in 

Docket No. 10-0096.  Quick Dir., Nicor Gas Ex. 3.0R, 7:151-52.  However, the costs associated 

with the On-Bill-Financing program are not included in the determination of the 2% rate cap on 

increases to customers’ average charges because the program is not an energy efficiency 

measure.  Id., 7:153-57.  Accordingly, its costs should not be included in determining whether 

Nicor Gas has implemented energy efficiency measures within the 2% rate cap.  Id., 7:157-59.  

The proposed cost recovery rider is merely a vehicle for the Company to recover the costs 

associated with the On-Bill-Financing program.  Id., 7:159-61.  

Rider 30 provides that on or before August 20 of each year, the Company would file with 

the Commission an information sheet specifying an annual reconciliation charge.  Quick Dir., 

Nicor Gas Ex. 3.0R, 11:239-41.  The reconciliation amount would be the difference between the 

actual costs associated with the Plan for the year June 1 through May 31, and the amount of 

money recovered over that period.  Id., 11:241-43.  Additionally, Rider 30 provides that the 

charge under the rider may be either increased or decreased during the annual recovery period to 

better match costs and revenues and minimize the annual reconciliation charge.  Id., 11:244-46.

In conjunction with the annual reconciliation filing, the Company would send the 

Commission a report summarizing the operation of the rider and the details of the reconciliation 

calculations.  Id., 11:249-51.  Testimony would be provided related to the reasonableness and 

prudence of the costs recovered through Rider 30.  Id., 11:251-12:252.  Additionally, a separate 

internal audit report would be sent to the Commission’s Manager of Accounting.  Id., 12:252-53.  

Such an internal audit performed by the Company would include tests to:  (i) examine whether 

the incremental costs recovered through the rider are associated with energy efficiency measures; 

(ii) test customers’ bills for accuracy of the billing charge; (iii) test the correctness of the revenue 
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statements; and (iv) test that funds from any other source are identified and reflected in the 

determination of the Rider 30 charge.  Id., 12:253-59.  

In sum, the Commission should approve Nicor Gas’ Rider 30, as filed and revised in this 

proceeding, because it will permit Nicor Gas to recover its just and reasonable costs associated 

with the EEP.

A. Appropriate Rate Groups for Cost Recovery

1. Nicor Gas’ Position

Nicor Gas’ proposed rider follows the same general structure as the Commission-

approved cost recovery riders for the Ameren Illinois companies (Docket No. 07-0539), 

Commonwealth Edison Company (Docket No. 07-0540), and MidAmerican Energy (Docket No. 

08-0108).  Quick Dir., Nicor Gas Ex. 3.0R, 3:61-67.  Rider 30 would apply to all rate classes.  

Id., 4:69.  Section 8-104(c) of the Act provides that an approved rider “shall be applicable to the 

utility’s customers,” which Nicor Gas interprets to mean that cost recovery should be collected 

from all of its customers.  Id., 4:70-71.  However, there are exemptions to this general rule as 

provided for in Section 8-104(m) and monitored by the DCEO.  Id., 4:72-92.  

Section 8-104(m) allows customers that meet specific criteria to be either exempt from 

Section 8-104 or be a “self-directing customer,” which means they implement their own energy 

conservation programs within specified limits.  Quick Reb., Nicor Gas Ex. 7.0, 10:209-11.  

DCEO provided Nicor Gas with a list of about 50 customers that are either exempt from Section 

8-104, or have chosen to be self-directing customers.  Quick Dir., Nicor Gas Ex. 3.0R, 5:95-96.  

Nicor Gas has not considered these customers in determining its required therm reductions under 

Section 8-104(c) or in determining the two percent (2 %) rate cap of its proposed Plan.  Id., 5:96-
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98.  Thus, Nicor Gas has complied with the law in how it treats subsection (m) customers, 

contrary to the AG’s assertion otherwise.  Mosenthal Dir., AG Ex. 1.0, 6:16-19.

As Staff has already concluded, the Commission should approve Nicor Gas’ proposal to 

recover its energy efficiency costs from the rate groups defined in Rider 30.  Hendrickson Dir., 

Staff Ex. 3.0, 3:65-68.

B. Incentive Compensation

1. Nicor Gas’ Position

Nicor Gas proposes to include incentive compensation for specific employees, as costs of 

the EEP.  The Company proposes an incentive compensation program that the Commission has 

found reasonable in the Company’s prior rates cases.  See Nicor Gas Rate Case, Docket No. 04-

0779, Order at 42-46 (Sep. 20, 2005).  Nicor Gas intends to recover all incremental employment 

costs associated with employees that are administering the EEP, including incentive 

compensation.  Quick Reb., Nicor Gas Ex. 7.0, 14:306-07.  The incentive compensation plans 

currently in effect for Nicor Gas will not be applicable to employees working on the EEP and 

subject to proposed Rider 30.  Id., 14:308-10.  Instead, Nicor Gas will develop separate incentive 

goals with criteria specific to the success of the approved EEP for employees that are dedicated 

to the energy efficiency program.  Id., 14:310-11.  Nicor Gas should be permitted to recover 

these costs as provided for in the Act.

Section 8-104(a) states in part, “[i]t is the policy of the State that natural gas utilities and 

the Department of Commerce and Economic Opportunity are required to use cost-effective 

energy efficiency to reduce direct and indirect costs to consumers.  It serves the public interest to 

allow natural gas utilities to recover costs for reasonably and prudently incurred expenses for 

cost-effective energy efficiency measures.”  220 ILCS 5/8-104(a).  Because these programs serve 
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the public interest and a cost of these programs is the administration of the programs, which 

reasonably includes employee costs, incentive compensation costs for these same employees 

should be included as a recoverable cost.  Quick Reb., Nicor Gas Ex. 7.0, 15:319-21.

Further, Section 8-104(e) states in part, “[a] utility providing approved energy efficiency 

measures in this State shall be permitted to recover costs of those measures through an automatic 

adjustment clause tariff filed with and approved by the Commission.  The tariff shall be 

established outside the context of a general rate case and shall be applicable to the utility’s 

customers other than the customers described in subsection (m) of this Section.”  220 ILCS 5/8-

104(e).  Consequently, the Commission should approve recovery of these costs in this 

proceeding.  There is no need to wait until some unknown future date for a rate case proceeding, 

as Staff suggests.  Jones Dir., Staff Ex. 4.0, 6:133-35.

The current Commission-approved energy efficiency cost recovery riders of ComEd and 

Ameren Illinois allow for the recovery of incremental expenses for wages, salaries, and benefits 

associated with employees’ work on the energy efficiency plans, and there is no caveat that 

incentive compensation should be excluded from these costs.  Quick Reb., Nicor Gas Ex. 7.0, 

15:331-37.  Additionally, over the past decade, the Commission has made it perfectly clear in its 

rate case rulings that only those incentive compensation costs that benefit ratepayers should be 

recovered from ratepayers.  See Nicor Gas Rate Case, Docket No. 04-0779, Order at 42-46 

(Sep. 20, 2005).  As described above, Nicor Gas intends to have an incentive compensation plan 

for these employees based on performance of the EEP, which benefits ratepayers.  Quick Reb., 

Nicor Gas Ex. 7.0, 16:361-63; see also 220 ILCS 5/8-104(a) (recognizing it “serves the public 

interest to allow natural gas utilities to recover costs for reasonably and prudently incurred 

expenses for cost-effective energy efficiency measures”).  The Commission can rule on the 
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reasonableness and prudence of the EEP during the first annual reconciliation proceedings.  

Acceptance of Staff’s position to remove these costs from Rider 30 places the Commission in the 

awkward position of ruling in a rate case on the prudence of a cost that should be recovered 

through the state-mandated cost recovery rider.  The annual reconciliation proceedings are the 

appropriate place for the prudence review, and Commission approval of Nicor Gas’ proposed 

cost recovery of incentive compensation in this proceeding would not restrict in any way the 

Commission’s review of the reasonableness and prudence of the specific incentive compensation 

costs during the reconciliation process.

VI. DCEO Plan

Nicor Gas has worked closely with DCEO in the development of DCEO programs.  

Jerozal Dir., Nicor Gas Ex. 1.0R, 15:306-08.  Nicor Gas has supported DCEO by sharing its 

program concepts, market information, and cost-effectiveness model information, and by 

providing DCEO access to Nicor Gas’ consultants to understand information developed for the 

EEP.  Id., 15:308-11.  DCEO presents a portfolio of programs targeting customer sectors listed in 

Section 8-104(f)(4), which includes local government, municipal corporations, school districts, 

and community colleges.  See Feipel Dir., DCEO Ex. 1.0, 15:282-85; Nicor Gas Ex. 1.7.  There 

is no fundamental disagreement between the Company and DCEO as far as program design; 

however, as described herein, there is disagreement on a funding basis.  Jerozal Dir., Nicor Gas 

Ex. 1.0R, 15:317-22.

A. DCEO Budget and Energy Savings Goals

Although DCEO recognizes that an escalated budget is “an alternative option,” it 

proposes a flat year-to-year budget.  Feipel Dir., DCEO Ex 1.0, 44:873-74.  In contrast, Nicor 
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Gas proposes a ramped budget for its EEP, which includes DCEO’s portion.  Jerozal Reb., Nicor 

Gas Ex. 5.0, 18:397-98.

There are three major points where the Nicor Gas and DCEO budgets diverge:  

(1) Building internal capacity;

(2) Building momentum into the next portfolio; and

(3) Consistency with the Act.

Id., 18:398-402.

Nicor Gas embarked upon development of a thoughtful, measured and robust EEP.  Id., 

18:405.  Its proposed budget reflects a logical and reasonable ramp based on all the Company’s 

analysis in preparing the Plan.  Id., 18:405-07.  For example, Nicor Gas has little experience “in 

house” to meet the needs required to manage the EEP as envisioned.  Id., 18:408-09.  Thus, there 

is a need to build the core competencies within the Company, a process which will take time, and 

naturally ramp-up throughout the three years of the plan.  Id., 18:409-11.  

In addition, DCEO’s flat budget approach will be problematic for any effort to build 

momentum into the next portfolio.  Id., 19:416-20.  In particular, while DCEO’s proposal will 

result in DCEO needing to increase its annual spending from year 3 to year 4 by approximately 

70%, the Nicor Gas approach allows for a graduated increase in spending and positions DCEO to 

better meet its plan year 4 goals. Id.

The Company interprets Section (e) of the Act to require Nicor Gas to only provide 

“available funds” which is calculated as 25% of the Nicor Gas budget.  

The remaining 25% of available funding shall be used by the 
Department of Commerce and Economic Opportunity to 
implement energy efficiency measures that achieve no less than 
20% of the requirements of subsection (c) of this Section.
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220 ILCS 5/8-104(e) (emphasis added).  Since the Company’s budget is ramped, funding of a 

flat DCEO budget would result in Nicor Gas overfunding the statutory 25% in the first program 

year, and underfunding DCEO in program year three.  See Jerozal Dir., Nicor Gas Ex. 1.0R, 

14:293-304.  By synchronizing the DCEO budget with the proposed Nicor Gas budget, DCEO 

receives (and Nicor Gas collects from its ratepayers) the full 25% statutory amount of the 

available funds each plan year as the Act envisions.  Jerozal Reb., Nicor Gas Ex. 5.0, 19:434-

36.

In sum, DCEO’s proposed flat budget is unreasonable and should be rejected.  

B. Proposed Programs

As long as it does not impact the approval or administration of Nicor Gas’ EEP, Nicor 

Gas has no disagreement with DCEO on its proposed programs.  See Jerozal Dir., Nicor Gas 

Ex. 1.0R, 15:317-22.  Nicor Gas defers to DCEO’s evidence and brief for additional details 

regarding its plan.

C. Intervenors’ Response

The AG concurs with Nicor Gas’ ramped budget approach:  “Nicor’s plans are 

appropriate to provide it time to build capability, start new programs, and ramp up over time to 

well position it for PY4.”  Mosenthal Dir., AG Ex. 1.0, 35:18-19.

VII. Modifications to Rider 29, Energy Efficiency Plan

Nicor Gas proposes to make two changes to its existing Rider 29, Energy Efficiency Plan, 

so that it ends when the Section 8-104 mandated programs begin on June 1, 2011.  Quick Dir., 

Nicor Gas Ex. 3.0R, 13:274-80.  First, Nicor Gas proposes to change the date of the filing of the 

final reconciliation from no later than September 30, 2013 to no later than September 30, 2011.  
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Id., 13:280-82.  Since the new Rider 30 is proposed to go into effect as of June 1, 2011, existing 

Rider 29 would end as of June 30, 2011 and, thus, the final reconciliation would be filed by 

September 30, 2011.  Id., 13:282-84.

Second, Rider 29 provides for a Carry-Over of funds recovered in a given plan year but 

not spent.  Id., 13:285-86.  Nicor Gas could carry-over up to 50% of unspent revenues from the 

July 2010 to June 2011 plan period if needed.  Id., 13:286-87.  Likewise, Nicor Gas could carry-

over 25% for the July 2011 to June 2012 plan period, and 10% in each subsequent period. Id., 

13:287-88.  With Rider 30 budgets exceeding $13 million for the 2011 to 2012 plan period, there 

is no need for the carry over percentage criteria beyond June 30, 2012, so Nicor Gas proposes to 

eliminate this provision from the tariff.  Id.,13:288-91.

When new Rider 30 becomes effective, the annual charge of Nicor Gas’ Rider 29 would 

go to zero.  Id., 13:293-94.  There would still be a previous reconciliation charge that would end 

as of June 30, 2011.  Id., 13:294-14:295.  As also provided by Rider 29, by September 30, 2011, 

Nicor Gas would file a final reconciliation charge for any difference between the amount of 

revenue collected under Rider 29 for the year ending June 30, 2011 and the costs incurred for the 

Rider 29 energy efficiency programs.  Id., 14:295-98.

The Rider 29 charge is on a monthly per customer basis and Nicor Gas proposes to 

refund or charge the final reconciliation balance in the same manner.  Id., 14:301-02.  However, 

the Company believes that it would be confusing to customers to have two separate charges on 

the bill referred to as Energy Efficiency Plan cost recovery.  Id., 14:302-04.  Thus, Nicor Gas 

proposes that any final reconciliation balance be made as a one-time adjustment to the 

customers’ monthly customer charge.  Id., 14:304-06.  In this manner, the adjustment can go to 

those customers subject to Rider 29 in the same manner as it was originally billed with minimal 
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confusion.  Id., 14:306-08.  Nicor Gas would notify customers in the appropriate monthly bill 

insert of the amount of the adjustments and that they are for only one month.  Id., 14:308-09.  

Nicor Gas would continually review the Rider 29 balance and adjust the reconciliation 

charge to minimize any remaining balance.  Id., 14:312-13.  However, Nicor Gas does recognize 

that the reconciliation balance charge could go to zero with a remaining balance amount that 

should be either refunded to customers or collected from customers.  Id., 14:313-15.  Nicor Gas 

proposes that any final balance be reflected as a credit or debit to factor RIC in the formula used 

to determine the Rider 30 charges.  Id., 14:316-17.  

Staff proposes an alternative method of handling any over or under collection of Rider 29

costs when this plan terminates and the new energy efficiency plan begins on June 1, 2011.  

Hendrickson Dir., Staff Ex. 3.0, 5:104-6:128.  This method should be rejected for the initial 

reconciliation as a matter of fairness.  Quick Reb., Nicor Gas Ex. 7.0, 18:383-84.  Rider 29 

charges its costs on a monthly customer charge basis.  Id., 18:384-85.  Proposed Rider 30 would 

collect its revenues on a per therm basis.  Id., 18:385.  This means, for example, all residential 

customers have paid the same amount into Rider 29 regardless of their use.  Id., 18:385-87.  If 

the reconciliation dollars are charged or refunded based on therms used, different amounts would 

go to different customers leading to an unequal distribution of the dollars.  Id., 18:387-89.  If 

dollars are to be refunded, large use residential customers would get a larger refund than small 

use customers, though they originally paid the same amount.  Id., 18:389-91.  The same would 

apply to customers on Rate 4, General Service and Rate 74, General Transportation Service.  Id., 

18:391-92.  To avoid this uneven distribution, Nicor Gas recommends adding the reconciliation 

amount to the monthly customer charge for one month.  Id., 18:392-93.  In this manner, each 
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customer gets the same portion of the reconciliation dollars as they did for the original charges.  

Id., 18:393-95.  

Further, under Staff’s proposal, about 120 customers on Rate 5 and Rate 75 would be 

subject to the Rider 29 reconciliation amount even though they were not subject to the Rider.  

Id., 18:400-02.  Rider 29 applies to residential customers and those customers on Rate 4 and 74.  

Id., 18:397.  However, under Rider 30, customers served on Rate 5, Seasonal Use Service and 

Rate 75, Seasonal Use Transportation Service are combined with Rate 4 and 74 customers to 

form the Small Commercial Customer group.  Id., 18:398-400.  If the reconciliation results in a 

refund to customers, these customers would get a credit even though they never paid any money 

for Rider 29.  Id., 18:402-04.  Likewise, if the reconciliation results in a charge to customers, 

these customers would pay for something that gave them no benefits.  Id.,18:404-05.

It is possible for Nicor Gas and Staff to come to an agreement on how to handle the 

reconciliation amount once the final number is determined.  Id., 19:408-09.  If in fact it is a 

relatively small amount the inequity of the per therm allocation of the dollars may be small 

enough not to provide any windfall or significant charge to any particular customers, in which 

case a per therm allocation would be appropriate.  Id., 19:409-12.  However, if the reconciliation 

is significant, then the allocation should be on a customer basis to avoid any inequities. Id., 

19:413-14.

The Commission should approve the Company’s proposed modifications to Rider 29, as 

well as allow the Company and Staff to work together to determine the more appropriate method 

for allocating any reconciliations balance once the magnitude of the balance is determined.
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VIII. Other Issues

A. Plan Development Costs 

Although not an issue properly addressed in this proceeding, the AG argues that the costs 

of developing the Nicor Gas EEP—i.e., the costs for the contract with Nicor Gas’ consultant—

were high and should be reviewed by the Commission in more detail.  Mosenthal Dir., AG 

Ex. 1.0, 34:17-35:2.  The AG’s concern is wholly unsupported.  

Nicor Gas contracted with a management consulting firm, Bass and Company (now CSC)

(“Bass”) to help develop the overall strategy, plan, and business processes as well as high level 

requirements for the information systems necessary to support the Company’s energy efficiency 

efforts.  Jerozal Reb., Nicor Gas Ex. 5.0, 13:286-89.  The effort to develop the EEP filing 

required significant effort to be completed in a short timeframe with significant penalties for late 

filing as proscribed in the Act.  Id., 13:281-83.  Nicor Gas started with very little experience to 

develop the EEP.  Id., 13:289-90.  The Company had few knowledgeable resources in-house 

regarding energy efficiency and sought experienced assistance from a consulting firm with a 

strong background not only in energy efficiency but also in how to integrate it with other 

functions in the Company and that would recognize the choices that Nicor Gas had in 

implementing energy efficiency strategies.  Id., 13:290-94.  Nicor Gas recognized the need for a 

comprehensive set of services from a single consulting firm to ensure there was consistency and 

integration between the various pieces of work needed.  Id., 13:294-96.  The Company also 

sought to hire a firm that was relatively independent, not engaged in program implementation 

and who did not bring a specific bias as to how to structure energy efficiency.  Id., 13:296-99.  

Bass matched all these criteria well.  Id., 13:299.  
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Part of the costs for Bass is directed at areas that the Company believes establish a 

thoughtful, structured and long-range process to engage in energy efficiency.  Id., 13:300-02.  

The Company was the only utility in Illinois to have a MPS performed prior to filing its first 

energy efficiency plan.  Id., 13:302-03.  A MPS analyzes the current state of how energy is used 

in a geographic area and the efficiency of that energy use.  Lawless Dir., Nicor Gas Ex. 2.0, 

4:76-77.  The Company felt that the MPS was an important building block in the plan

development process, especially given the Company’s knowledge base and the lack of relevant 

data within the Company to support a major commitment to energy efficiency.  Jerozal Reb., 

Nicor Gas Ex. 5.0, 13:303-14:306.

In addition, rather than quickly deciding on a model, the Company spent time with Bass 

to review its strategic options for energy efficiency and review different models for operating the 

energy efficiency business.  Id., 14:306-08.  Bass also helped define overall energy efficiency 

business processes and technology requirements so that the Company is better informed and 

positioned to make selections for systems and implementation vendors, which will allow the 

Company to make more consistent and coordinated buying decisions.  Id., 14:309-12.  Finally, 

the Company is now in a good position to interface energy efficiency activity with existing 

business processes within the Company (e.g., call center, rebate check creation, handling of 

complaints, purchasing processes, etc.).  Id., 14:313-15.  

As the above discussion demonstrates, the Commission should conclude that Nicor Gas’ 

plan development costs were reasonable and dismiss the concerns raised by the AG.

B. Implications of Nicor Gas’ Collaboration with ComEd

Nicor Gas’ territory has significant overlap with ComEd’s territory.  Jerozal Dir., Nicor 

Gas Ex. 1.0R, 20:425.  Nicor Gas and ComEd have already found opportunities to collaborate on 
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programs under Rider 29, and have leveraged that experience to expand significantly the joint 

and cooperative programs under the Rider 29 programs.  Id., 20:425-28.  This cooperation has 

resulted in lower administrative costs, consistent implementer contractor work, leveraged vendor 

pricing, and a single one-time gas and electric energy efficiency offering to the customer.  Id., 

20:428-30.  Because the two utility’s program portfolios are intertwined, Nicor Gas respectfully 

notifies the Commission that the timing of its Order addressing Nicor Gas’ EEP may necessitate 

certain alternative actions, including the continuation of Rider 29 until a date later than June 1, 

2011.  Id., 19:400-10.

IX. Conclusion

For the above reasons, Nicor Gas respectfully requests that this Commission enter an 

Order in accordance with Section 8-104 and Section 9-201 of the Act: (1) consenting to and 

approving Nicor Gas’ proposed Plan as revised; (2) consenting to and approving Nicor Gas’ 

proposed Rider 30, Energy Efficiency Plan Cost Recovery as revised; (3) consenting to and 

approving changes to Nicor Gas’ Rider 29, Energy Efficiency Plan and Table of Contents; and 

(4) granting such further and additional relief as may be necessary.  
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