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I. INTRODUCTION 

The Citizens Utility Board (“CUB”), by and through one of its attorneys, hereby files this 

Initial Brief pursuant to Illinois Commerce Commission (“Commission” or “ICC”) Rules of 

Practice, 83 Ill. Admin. Code §200.800.  CUB recommends that the Commission approve 

Northern Illinois Gas Company d/b/a Nicor Gas Company’s (“Nicor”, “Nicor Gas”, or “the 

Company”) Energy Efficiency and Demand Response Plan (“Plan”) pursuant to Section 8-104 of 

the Public Utilities Act (“PUA” or “Act”) with the specific modifications described below.  220 

ILCS 5/8-104.  In 2007, the General Assembly passed historic legislation requiring larger Illinois 

electric utilities, including Ameren Illinois Company (“Ameren”) and Commonwealth Edison 

Company (“ComEd”), to submit a Plan to the Commission to meet specific energy savings 

targets with the goal of assisting residential and commercial and industrial electric customers in 

lowering their  energy use.1  In 2009, a similar statute was put in place which requires larger 

natural gas utilities, including Nicor, to offer energy saving programs for residential and 

commercial and industrial gas customers2  This statute sets forth incremental natural gas savings 

goals, beginning with 0.2% of gas delivered by May 31, 2012, 0.6% by May 31, 2013 and 1.2% 

by May 31, 2014.3  On September 29, 2010, Nicor filed a petition seeking approval of its first 

three-year Plan pursuant to Section 8-104 of the PUA.   

CUB respects the work Nicor has put into this first Plan, which achieves the statutory 

savings goals within the statutory rate impact caps.  However, the Plan should be modified as 

follows: 

                                                            
1 P.A. 95-0481 (2007). 
2 P.A. 096-0033 (2009). 
3 220 ILCS 5/8-104(c). 
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 Behavior Change – Nicor should use an open bidding process to ensure that the 

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

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

Request for Proposals that implementation vendors will be required to promote 

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

 Evaluation, Measurement &Verification – the Commission should request that 

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

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

instead of just the simple surveys Nicor proposes.   

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

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

North Shore Gas and collaborating with those utilities when appropriate. 

 Administrative and Marketing Costs - Administrative costs should be carefully 

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

be carefully monitored to ensure that utilities are leveraging innovative cost 

effective communication strategies, not just publicizing their own brands.  

 

II. NICOR GAS ENERGY EFFICIENCY PLANS 

A. Savings Goals 

The PUA’s incremental annual natural gas savings goals for Plan Years 1, 2 and 3 are: 

4) 0.2% of gas delivered by May 31, 2012; 
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5) an additional 0.4% of gas delivered by May 31, 2013, increasing total savings to 
0.6%; 

6) an additional 0.6% of gas delivered by May 31, 2014, increasing total savings to 
1.2%.  

Nicor’s Plan meets and exceeds the statutory natural gas savings targets using less 

funding than the utility has at its disposition under the spending limit.  Nicor witness James 

Jerozal states the Company cost-effectively spends almost $100 million in this Plan, saving more 

than 36 million therms.4  For each Plan year respectively, Nicor estimates annual savings of 6 

million, 12 million, and 18.4 million therms.5  Nicor’s proposed gas savings estimates exceed the 

statutory requirements for each Plan year, and also exceed the requirement that 1.2% of gas be 

saved by 2014.6  There are 13 programs in Nicor’s Plan: 6 for residential customers and 7 for 

commercial and industrial customers, including pilot programs.7   

The amount of funding Nicor has available under the spending limit is $46,941,013 for 

each Plan year.8  The Company proposes to spend $21,140,538 in its first Plan year, with 

$5,000,000 in start-up costs, $31,456,936 in the second year, and $40,933,480 in the third year.9  

The rate impacts are 0.90%, 1.34%, and 1.74% for each Plan year.10  The cost per therm for 

Nicor’s programs per year is $3.49, $2.59, and $2.22.11 

                                                            
4 Nicor Ex. 1.0 at 9-10. 
5 Id. 
6 Id. at 12-13. 
7 Id. 
8 Nicor Ex. 1.1 at 24. 
9 Nicor Ex. 1.5. 
10 Nicor Ex. 1.0 at 16. 
11 Nicor Ex. 1.1 at 29. 
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The Company’s proposed Plan is design to provide programs for all customer segments, 

except those customers identified in Section 8-104(m) of the PUA.  Nicor estimates that more 

than 300,000 customers will participate in its programs during the first three-year Plan.12 

 

 B. Spending Limits 

 Section 8-104(d) of the PUA limits the amount a utility can collect from its customers to 

pay for the energy efficiency measures it uses to meet the statutory energy savings goals: 

[A] natural gas utility shall limit the amount of energy efficiency implemented in 
any 3-year reporting period established by subsection (f) of Section 8-104 of this 
Act, 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.  The energy savings 
requirements in subsection (c) of this Section may be reduced by the Commission 
for the subject plan, if the utility demonstrates by substantial evidence that it is 
highly unlikely that the requirements could be achieved without exceeding the 
applicable spending limits in any 3-year reporting period.13 
 
Nicor calculates the statutory rate cap at approximately $47 million for each Plan year.14  

Even though the Company’s budget will come close to the 2% statutory constraint in Plan Year 

3, Nicor still expects to achieve statutory goals for each Plan year within the rate cap.15  CUB 

supports Nicor’s decision to spend less than the full amount available under the rate cap, because 

the Company appears able to cost-effectively meet the statutory targets set in Section 8-104 of 

the PUA.   

                                                            
12 Id. 

 
13 220 ILCS 5/8-104(d). 
14 Nicor Ex. 1.0 at 16. 
15 Id. 
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Environmental Law and Policy Center (“ELPC”) witness Geoff Crandall has encouraged 

the Commission to require Nicor to expand its programs and spend the full amount allowed 

under the statute.16  However, the statute defines the spending caps as maximums, not mandates 

to meet or exceed.  Increasing the amount that Nicor spends on its energy efficiency programs 

could result in greater energy savings, but it would also increase customers’ bills.  The intent of 

the Act is clear from its mandate that if a utility demonstrates that it cannot meet the savings 

requirements of the Act within the spending limits, it should decrease the savings goals (as 

opposed to increasing the spending).17  The legislature clearly prioritized the spending limits 

over the savings goals.  Nicor’s Plan meets the savings targets, and requiring more spending to 

achieve savings beyond the targets would violate the Act.   

 

III. EVALUATION, MEASUREMENT AND VERIFICATION 
 
A. Nicor’s Evaluation Plan 

The PUA specifies how Nicor’s Plan should be evaluated: 

(8) Provide for quarterly status reports tracking implementation of and 
expenditures for the utility's portfolio of measures and the Department's portfolio 
of measures, an annual independent review, and a full independent evaluation of 
the 3-year results of the performance and the cost-effectiveness of the utility's and 
Department's portfolios of measures and broader net program impacts and, to the 
extent practical, for adjustment of the measures on a going forward basis as a 
result of the evaluations. The resources dedicated to evaluation shall not exceed 
3% of portfolio resources in any given 3-year period. (Emphasis added).  220 
ILCS 5/8-104(f). 

 
Nicor plans to hire its own Evaluation, Measurement and Verification (“EM&V”) 

contractors, and the Company plans to conduct two evaluations over its Plan under Section 8-
                                                            
 
17 220 ILCS 5/8-104(d) 
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104(f)(8) of the PUA, an impact evaluation and a process evaluation.18   While the Company 

may intend to “hire one or more independent firms skilled in program evaluation to execute the 

legislatively mandated annual and triennial evaluations,”19 this intention falls short of the 

General’s Assembly’s explicit direction that the utility and its evaluator be separate.     

It is important that Nicor contract with an independent evaluator to review its programs. 

The Commission has previously discussed this very point, in ICC Docket Nos. 07-0539 and 07-

0540, approving Ameren and ComEd’s energy efficiency and demand response plans.  On 

rehearing, the Commission explicitly addressed the process by which the statutory goals of an 

independent evaluation could be achieved – the same goals contained in Section 8-104 of the 

Act.  The Commission noted the General Assembly’s articulated goal of reducing the delivery 

load the electric utilities would be impeded “unnecessarily” if the Commission was engaged in 

the day-to-day activities of the hiring of the independent evaluators.20
  In order to make sure the 

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

not be “independent,” as required by statute, if [the utility] had total control over that evaluator. 

However, that does not mean that this Commission should be involved in the designing of an 

RFP, conducting interviews, and doing the many other tasks involved in hiring this evaluator. 

Rather, it means that this Commission has a supervisory capacity regarding the hiring and firing 

of this evaluator, meaning that [the utility] must gain Commission consent to make the hiring and 

firing decisions regarding this evaluator.” 

                                                            
18 Nicor Ex. 2.0 at 21.   
19 Nicor Ex. 1.1 at 120. 
20 Final Order on Rehearing, ICC Dockets No. 07-0539 and 07-0540, at 3 (March 26, 2008). 
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In those dockets, the Commission concluded that “the evaluator would not be 

‘independent,’ as required by statute, if [the utility] had total control over that evaluator.  While 

the Commission can be involved in the designing of an RFP, conducting interviews, and doing 

the many other tasks involved in hiring this evaluator. Rather, it means that this Commission has 

a supervisory capacity regarding the hiring and firing of this evaluator, meaning that [the utility] 

must gain Commission consent to make the hiring and firing decisions regarding this 

evaluator.”21 

Based on the Commission’s previous recommendations on the topic of an independent 

evaluator, the Commission should order that Nicor hire an independent evaluator in choosing a 

contractor for its portfolio. 

B. Fixed Values and Net to Gross 

Nicor witness Kevin Lawless explains the Company’s proposal for EM&V, which is to 

“deem” or fix gross measure savings for its entire three-year Plan, excluding custom measures, 

and to make adjustments to these values only prospectively,  beginning with Nicor’s second 

three-year Plan.22  Nicor also proposes that Net to Gross (“NTG”) ratios be deemed for the entire 

three-year Plan, with adjustments made prospectively in the same manner.23  NTG ratios are used 

to adjust the gross savings utilities are tracking to reflect the ultimate net impacts of the 

programs.  Gross savings are generally adjusted for free ridership (those program participants 

who would have installed the efficiency measures on their own) and spillover (efficiency 

measures adopted by customers because of either direct or indirect influence of the program but 

                                                            
21 Id. 
22 Nicor Ex. 2.0 at 17-19. 
23 Id. at 20-22. 
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without formal program participation).24  Because of the importance the General Assembly has 

placed on counting the net savings achieved by utilities, and the need to ensure ratepayer dollars 

are spent on bringing actual benefits to customers, the environmental and consumer intervenors 

in the case opposed Nicor’s proposal.   

As AG witness Mosenthal explained, the Company’s proposal was “neither consistent 

with previous discussions between other regulated distribution utilities and the Stakeholder 

Advisory Group (SAG) nor with the ICC’s prior Order for the first 3-year plan cycle for the 

ComEd and Ameren electric EEPs.”25  Both Mosenthal and ELPC witness Crandall pointed out 

that deeming these important values over the entire three-year Plan period, instead of annual 

calculations, would not provide best and most useful information.26  AG witness Mosenthal also 

mentions his concern that “if all values are deemed for the full 3-year plan period, then Nicor 

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

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

may no longer be appropriate. “27  CUB agrees.  It is not in the public interest to allow Nicor to 

deem values for its entire three-year Plan.  If the Commission allows Nicor to do so, the utility’s 

incentive to manage its programs carefully to achieve maximum energy savings will disappear. 

Mr. Crandall testified, NTG ratios are critical to help “program managers and 

implementers understand the bona fide savings attributable to the program(s) they are 

implementing.”  28  Both he and Mr. Mosenthal recommended the Commission adopt the NTG 

                                                            
24 Id. at 14. 
25 AG Ex. 1.0 at 13-14. 
26 AG Ex. 1.0 at 15; ELPC Ex. 1.0 at 17. 
27 Id. at 26. 
28 Id. at 17. 
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Framework developed by the electric energy efficiency Stakeholder Advisory Group in 

conjunction with Nicor’s Plan.  This Framework was developed between  Ameren, ComEd, and 

DCEO, and SAG participants such as the AG, ELPC and CUB.  It calls for applying NTG ratios 

on a prospective basis as they become available from program evaluations.  Nicor, a regular 

attendee at electric SAG meetings, knows of the framework and “had the opportunity to suggest 

modifications to it during the period when it was developed.”29  Mr. Mosenthal recommends that 

the ICC only provisionally deem measure savings values, and direct that Nicor address any 

appropriate modifications with the SAG, and that the ICC lock in the values for Plan Year One, 

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

at the beginning of PY2.30  CUB supports Mr. Mosenthal’s recommendations. 

The state of Illinois is best served when there are consistent policies across utilities on 

deemed parameters such as NTG, realization rates, and gross measure savings.  In fact, the 

Commission has already ruled on this issue in ICC Docket No. 10-0568, where it ordered 

Ameren to adopt the SAG NTG framework instead of the NTG framework that Ameren 

originally proposed in its Plan.31  CUB agrees with AG witness Mosenthal’s assessment of NTG 

ratios as detailed above and supports the Commission’s decision to order Ameren to adopt the 

SAG NTG framework.  The Commission should order Nicor to adopt the SAG NTG framework 

as well and should consider AG witness Mosenthal’s recommendations as detailed above. 

                                                            
29 AG Ex. 1.0 at 14, footnote 14. 
30 Id. at 16. 
31 ICC Regular Open Meeting, December 21, 2010, ICC Docket Nos. 10-0568.  The Final Commission 
Order was not available at the time of filing. 
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C.  Experimental Design Analysis 
The Commission should recommend Nicor’s independent evaluators apply what the 

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

and minimizes evaluation costs at scale, to Nicor’s residential behavior change pilot program and 

other programs, instead of the simply surveys that Nicor proposes in its Plan.32   

Experimental Design is a methodology that analyzes the electricity usage of program 

participants compared to a control group to determine actual energy savings based on meter data 

that normalizes for all relevant exogenous factors affecting energy usage.33  Because the 

evaluation mechanism is custom fit to the individual program, Experimental Design, recognized 

as a superior form of EM&V, significantly increasing the accuracy of electricity savings, 

providing the added advantage of tracking savings on a regular basis for purposes of truing-up 

incentives by including the following conditions:  

 Trackable program participation, 

 Standard statistical parameters for measuring electricity savings, 

 Robust control group parameters, and 

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

deemed savings programs.34 

CUB witness Mr. Thomas explains how this methodology works in testimony: “In order 

to appropriately apply Experimental Design, participant sample size parameters should be 

                                                            
32 CUB Ex. 1.0 at 15-16. 
33 Id. 
34 Id. 
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standardized and standard statistical parameters should also be applied to the difference of 

differences equation used to calculate net program savings.”35  

The Commission should recommend the independent evaluator assigned to Nicor work 

with the natural gas Stakeholder Advisory Group (SAG) to develop Experimental Design 

guidelines and ensure transparent and consistent methods for determining electricity and natural 

gas savings.36  The evaluator should maintain a master database of participation, billing, and 

control group data in order to ensure savings are verified in an independent and timely manner.37  

The costs involved with exporting the appropriate data to the independent evaluator must be 

controlled by Nicor so that the costs do not exceed the 3% EM&V threshold as required in 

Section 8-104 of the PUA.38  

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

residential customers, in particular the role third-party administrators can play in fostering 

innovative program design and the potential use of “Experimental Design” protocols to evaluate 

those types of program, is an important consideration that Nicor should take to its independent 

evaluator.  The Commission should order Nicor to provide information on the “Experimental 

Design” methodology to its evaluator for the Company’s behavior change pilot program and 

other programs, as appropriate. 

  

                                                            
35 Id. 
36 CUB Ex.1.0 at 16. 
37 Id. 
38 Id. 
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IV. PROGRAM ISSUES 
 
A. Role of the Stakeholder Advisory Group 

The Commission approved an electric SAG in its final order in Ameren and ComEd’s 

2007 energy efficiency dockets.39  CUB and other stakeholders who are also intervenors in this 

docket have participated in the SAG, including AG, the Natural Resources Defense Council 

(“NRDC”) and ELPC.  Other utilities have found the SAG process beneficial – both Ameren and 

ComEd expressed support for the SAG based on the value they feel it brings to their Plans “as an 

excellent opportunity and forum for a variety of stakeholders to work together to ensure energy 

efficiency is maximized in Illinois.”40  .Both the North Shore Gas Company (“North Shore”) and 

Peoples Gas Light & Coke Company (“Peoples”) recognize the importance of obtaining 

agreement among stakeholders on developing their Plans, including implementation, evaluation, 

tracking and cost recovery issues.  Both Peoples and North Shore state their support of the 

formation of a natural gas SAG and would fully participate in this group, urging potential 

participants to carefully define the scope.41 

All Intervenors who address the SAG in testimony believe the SAG process has been 

valuable over the past three years and recommend the Commission direct Nicor to participate in 

a natural gas SAG:  

• AG witness Mosenthal notes the value of the NTG Framework developed by 

stakeholders and his own active involvement in the group.42  

                                                            
39 See ICC Docket No. 07-0539; ICC Docket No. 07-0540. 
40 ComEd Ex. 2.0 at 60, ICC Docket No. 10-0570. 
41 NS-PGL Ex. 1.2 at 22, ICC Docket No. 10-0564. 
42 AG Ex. 1.0 at 3, 14-15. 
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• ELPC witness Crandall recommends that “the SAG group should provide input to 

Nicor on numerous program factors such as net to gross ratios, reasonableness of 

assumptions used in analyzing energy efficiency measures and programs, and 

financing options to help overcome barriers to greater customer participation in 

the Nicor programs.”43   

• CUB witness Mr. Thomas supports the SAG as an excellent arena for utilities and 

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

efficiency programs.44 

In rebuttal testimony, Nicor witness states that Nicor would participate in a natural gas 

SAG45  Jerozal also proposes three specific guidelines for a SAG: 

 (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, ESCOs, 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.46 

 

CUB agrees with the guidelines laid out by Nicor witness Jerozal, and supports keeping 

the SAG advisory.  The General Assembly intended that utilities be responsible for meeting 

statutory goals, which is made clear by including penalties in Section 8-104 of the PUA.  Giving 
                                                            
43 ELPC Ex. 1.0 at 3. 
44 CUB Ex. 1.0 at 20. 
45 Nicor Ex. 5.0 at 7. 
46 Nicor Ex. 5.0 at 8. 
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the SAG a formal role in management Nicor and other utility energy efficiency programs 

contravenes this intention.  In ICC Docket No. 10-0568, Ameren witness Martin summarizes  the 

role of the SAG well by noting that the SAG itself includes a variety of interests such that 

extending decision-making authority to this group is not appropriate and has the potential of 

impeding timely implementation of the programs and related evaluations.47   

CUB recommends that the Commission create a separate SAG for the natural gas utilities 

subject to Section 8-104 of the PUA, and that the electric SAG and natural gas SAG be directed 

to coordinate their meetings.  Ameren, a utility that has integrated gas and electric Plan, supports 

a joint SAG process.48  CUB envisions an electric SAG meeting for a half day, and a gas SAG 

meeting the other half, to allow for communication and collaboration when appropriate and 

necessary.49  The Commission should direct Nicor to participate in a natural gas SAG, joining 

Ameren, Peoples Gas and North Shore. 

 

B. Behavior Change 

Nicor proposes a behavior change pilot program in Plan years 2 and 3, planning to test 

behavior messages.50  If this program is successful, Nicor states it will expand the pilot and offer 

a full program in its next three-year Plan.51  The Company plans to use one or more vendors 

through a Request for Proposals (RFP) process, to provide individualized energy use information 

                                                            
47 Ameren Ex. 6.0 at 22, ICC Docket No. 10-0568. 
48 Ameren Ex. 6.0 at 24, ICC Docket No. 10-0568. 
49 CUB Ex. 1.0 at 13. 
50 Nicor Ex. 1.1 at 55. 
51 Id. 
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to participants in the form of reports that will use data, customer demographics, and other 

information to provide personalized, actionable tips to customers.52 

The reports Nicor plans to provide in this pilot program will display household energy 

use, compare usage to similar households, and provide efficiency recommendations to 

individuals.53  As Nicor correctly notes, “this combination of multi-channel communications, 

targeted messaging, energy usage analytics, and behavioral science has been shown to result in 

behavior changes related to energy usage and increase program participation.”54  CUB witness 

Thomas proposes only a few additional recommendations the Commission can adopt to ensure 

Nicor’s behavior change program provides a useful foundation for the Company to use in future 

Plans: 

• Nicor should use an open bidding process for this program to ensure that the 

Company is able to offer the most cost-effective behavior energy savings program 

available.   

• The Company’s RFP should be explicit that “implementation vendors will be 

required to promote other plan measures, and collaborate with ComEd in this 

program.”55
 

CUB also believes it is important that Nicor collaborate with ComEd, who is offering a 

similar behavior change program.  As ELPC witness Mr. Crandall testified, “despite the 

similarities and overlaps with the ComEd and Ameren IL programs, Nicor states that it’s 

                                                            
52 Id. at 55, 57. 
53 Nicor Ex. 1.1 at 55. 
54 CUB Ex. 1.0 at 7. 
55 CUB Ex. 1.0 at 10-11. 
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‘program will be offered solely by Nicor Gas.’”56  Nicor’s Plan makes it clear that the Company 

plans to be the only provider of the behavior change program, and will not coordinate with other 

utilities.57  CUB recommends that Nicor re-consider and offer a joint behavior change pilot with 

ComEd.  A joint program with ComEd could potentially be a much more cost-effective way to 

reach customers shared by the two utilities, as well as an opportunity to reach hard to reach 

customer segments.58
 

CUB also recommends that Nicor increase its behavior change pilot to the same 

proportionate Plan funding level as ComEd’s program.  Increasing its behavior change pilot 

program to be consistent with ComEd will easily allow Nicor to work with ComEd on offering a 

joint program to customers.  The behavior change pilot is very cost-effective; Nicor’s current 

pilot only accounts for 0.8% of the total budget for residential programs, and 8% of the 

Company’s savings.59  Mr. Thomas recommends that the Company could cost-effectively find 

greater savings by allocating funding towards increasing the behavioral energy savings pilot.60 

All of CUB’s recommendations here are consistent with the Commission’s Order in ICC 

Docket No. 10-0568, where the Commission noted support of behavior change programs, 

agreeing that Ameren should bid out a program and consider increase participation levels.61  Not 

only will they ensure that Nicor’s behavior change programs are used as cost-effectively as 

                                                            
56 ELPC Ex. 1.0 at 10, citing Nicor Ex. 1.1 at 56, 19. 
57 Nicor Ex. 1.1 at 56. 

 
58 CUB Ex. 1.0 at 11. 
59 Nicor Ex. 1.1 at 35. 
60 CUB Ex. 1.0 at 12. 
61 ICC Regular Open Meeting, December 21, 2010, ICC Docket Nos. 10-0568.  The Commission Order 
was not available at the time of filing.  
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possible, but if adopted they will ensure that behavior change programs can be used to build a 

foundation based on actual savings realized by customers which can be used to meet the 

increasingly aggressive statutory savings goals. 

 

V. OTHER ISSUES 
 
 A. Administrative and Marketing Costs 

1. Administrative costs should remain at approximately 5% of Nicor’s 
Plan and the Company should adopt a definition of “administrative 
costs.” 

The programs Nicor proposes in its Plan are entirely funded by ratepayers, and it is 

important that as much money as possible is spent on incentives that result in energy savings. 

The Commission should adopt a consistent definition of “administrative costs” so that it can 

more easily monitor how much any utility is spending internally rather than on direct program 

administration. A consistent definition of “administrative costs” among the utilities who have 

filed Plans would simply evaluation and help ensure as many ratepayer dollars as possible are 

spent achieving actual savings. 

Nicor defines “administrative costs” as “Internal Administration- includes costs for 

employees working on the plans before the launch, incremental employees to oversee Nicor Gas’ 

energy efficiency programs, and the costs for membership with energy efficiency-related 

associations.  Internal labor costs were allocated to each energy efficiency program based on its 

expected therm savings, with no program receiving less than one-third of an employee.  All other 

Internal Administration costs were allocated strictly on therms saved.”62  CUB recommends that 

Nicor modify its definition of “administrative costs” and accept the definition that Ameren 

                                                            
62 Nicor Ex. 1.1 at 29. 
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presented in its energy efficiency and demand response Plan.  In response to CUB Data Request 

2.03 in ICC Docket No. 10-0568, Ameren defines “administrative costs” as cost “associated with 

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

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

definition. 

While the Commission should not strictly cap administrative costs, such costs should be 

held at approximately 5% of the total portfolio.  Doing so will help ensure that as much of 

ratepayers’ money as possible is spent on achieving actual energy savings.  Other intervenors 

agree that Nicor’s administrative costs are high and the Company should make an effort to 

reduce them.  ELPC witness Mr. Crandall proposes that Nicor “should reduce its administrative 

costs and improve the effectiveness of EM&V funds, recommending that the Company could 

explore joint and coordinated EM&V opportunities with other utilities in Illinois to reduce 

operating costs.63  AG witness Mr. Mosenthal also agrees that Nicor’s administrative costs are 

“relatively high.”64  Mr. Mosenthal notes that “according to Nicor, administrative costs will be 

driven by three main factors: hiring 16 new internal staff members to oversee the EEP, 

contracting with third party vendors to supplement internal staff resources, and to collaborate 

with other utilities, municipalities, community groups and the DCEO.  While all three of these 

factors appear, at face value, to be legitimate, Nicor’s plan does not fully justify why it needs 

roughly $3.9 million more than the amount prescribed by the manual. Expanding the program 

                                                            
63 ELPC Ex. 1.0 at 3. 
64 AG Ex. 1.0 at 35. 
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will certainly require additional internal staff and resources but it is unclear why a two fold 

increase is appropriate.”65 

Nicor’s “Internal Administration” costs comprise 11.5% of the Company’s first year 

budget, 8.1% of the second year, and 6.6% of the third.  Compared to other natural gas utilities 

filing an energy efficiency Plan, Nicor’s proposed costs for administration are astounding.  

Ameren’s administrative costs are approximately 5% of its total portfolio costs in ICC Docket 

No. 10-0568.66  Peoples and North Shore’s administrative costs are even lower, with 

administrative costs estimated at only 4% of the Companies total portfolio in ICC Docket No. 

10-0564.67  Perhaps the most egregious example of an unreasonably high administrative cost is 

the two million dollars Nicor paid to a consulting firm to create the Plan, including  over 

$100,000 on “Stakeholder Management – identification of strategic stakeholders, development of 

key issues for positioning and communicating to stakeholders.”68  Administrative costs, which 

themselves result in no energy savings, are clearly an area that the Commission should give 

particular attention.  Given the clear disparity between Nicor and other gas utilities filing an 

energy efficiency Plan, it is necessary for the Commission to monitor administrative costs.  The 

Commission should order Nicor to show why its costs are so high relative to other utilities, and 

reduce the amount it plans to spend on administration to a more reasonable level. 

2. The Company should report annually to the Commission on its 
marketing expenditures.  

Nicor’s “Advertising & Promotion” costs are 8% of its first year budget, 7% of its second 

year and 6% of its third.  The Company defines these costs as “the costs of marketing the energy 
                                                            
65 AG Ex. 1.0 at 34. 
66 Ameren Ex. 1.1 at 46, ICC Docket No. 10-0568. 
67 NSG-PGL Response to AG Data Request 2.17, ICC Docket No. 10-0564. 
68 Ameren Ex. 1.0 at 23-24, ICC Docket No. 10-0568. 
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efficiency programs and educating consumers about new opportunities.”69  Compared to other 

utilities filing an energy efficiency Plan, these costs are very high.  For example, Ameren 

proposes to spend 2.5% of its total portfolio on marketing costs in ICC Docket No. 10-0568.70  

Peoples and North Shore also propose marketing costs that are much lower than Nicor, at 4% of 

the Companies entire portfolio.71 

Monitoring marketing costs is similarly important to monitoring administrative costs, to 

ensure that ratepayer dollars are wisely spent.  CUB witness Thomas explains that utilities have 

an incentive to market their energy efficiency programs more heavily than necessary due to the 

goodwill that energy efficiency programs engender to the utility brand and   marketing costs 

should be carefully monitored to ensure that utilities are leveraging innovative cost-effective 

communication strategies, not just publicizing their own brands.72 

The Commission should require Nicor to define its marketing costs, and provide detailed 

information on how ratepayers will receive a benefit from these activities.  It is not only 

reasonable for the Commission to require this information, but essential for it to receive this 

information to evaluate whether Nicor is using its available ratepayer funding in the most cost-

effective manner.  The Commission should order Nicor to report annually on marketing costs for 

each of its residential and business programs, and make the report available to SAG members for 

review.73   

                                                            
69 Nicor Ex 1.1 at 29. 
70 Ameren Ex. 1.1 at 46, ICC Docket No. 10-0568. ComEd does not specifically define “marketing costs” 
in its Plan or explain the costs it plans to spend on marketing, citing ComEd Response to CUB Data 
Request 2.09. 
71 NS-PGL Response to AG Data Request 2.17, ICC Docket No. 10-0564. 
72 CUB Ex. 1.0 at 25. 
73 CUB Ex. 1.0 at 29. 
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B. Technical Reference Manual 

Intervenors AG and ELPC suggest that the Commission order the SAG to develop a 

statewide Technical Reference Manual (“TRM”) for Illinois utilities.  A TRM is a “a set of 

algorithms that define all parameters involved in estimating measure savings rather than simply a 

table of kWh/year or therms/year.”74  The goal of consistent statewide evaluation would be more 

likely to occur if a TRM was developed at this time.  In rebuttal testimony, Nicor states its 

recommendation that “if the Commission directs that a TRM is necessary, Nicor Gas would 

propose that a company-specific TRM, as opposed to a state-wide TRM be developed,” citing 

concerns on the uniqueness of utility service territories.75  CUB disagrees.  In fact, the 

Commission ordered that Ameren and ComEd work together and with other Illinois utilities to 

develop a statewide.76  Consistent with those Orders, the Commission should require Nicor to 

participate in the statewide TRM development.  The Commission should also recommend that 

the newly-created natural gas SAG participate in developing a statewide TRM, but should reject 

the AG and ELPC’s suggestion to develop a statewide manual at this time. 

  

                                                            
74 AG Ex. 1.0 at 16. 
75 Nicor Ex. 5.0 at 9-10. 
76 ICC Regular Open Meeting, December 21, 2010, ICC Docket Nos. 10-0568 and 10-0570.  The 
Commission Order was not available at the time of filing. 
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