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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Burma C. Jones.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. Are you the same Burma C. Jones who previously filed testimony in 6 

this proceeding? 7 

A. Yes.  My direct testimony was filed on April 14, 2011 as ICC Staff Exhibit 8 

1.0. 9 

 10 

Purpose of Testimony 11 

Q. What is the purpose of your rebuttal testimony? 12 

A. The purpose of my testimony is to respond to the rebuttal testimony of 13 

Nicor Gas Company (“Nicor” or “Company”) witness Donald F. Martino 14 

regarding the interest component of my proposed reconciliation and my 15 

proposed adjustments to disallow (1) certain wage and benefits costs and 16 

(2) incentive compensation costs included in Energy Efficiency Plan 17 

(“EEP”) expenses for the period covered by this reconciliation.   18 

 19 

Q. Are you sponsoring any schedules as part of your direct testimony? 20 
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A. Yes.  I prepared the following schedule for the Company, which shows 21 

data for the period June 1, 2009 through June 30, 2010: 22 

Schedule 2.01 – Rider 29 Energy Efficiency Plan Reconciliation 23 

 24 

Interest Component - Rider 29 Reconciliation 25 

Q. Please explain ICC Staff Exhibit 1.0, Schedule 2.01, Rider 29 Energy 26 

Efficiency Plan Reconciliation. 27 

A. Schedule 2.01 presents the same information as Schedule 1.01 in my 28 

Direct Testimony, with the addition of an interest component.  As 29 

Company witness Martino pointed out in his rebuttal testimony (Nicor Gas 30 

Ex. 3.0, p. 8), if the Commission were to accept Staff’s proposed 31 

adjustment to disallow certain expenses, the interest on the over-collected 32 

amount presented on the reconciliation filed by the Company (Nicor Gas 33 

Ex. 1.1, p. 2 of 4) would increase.  Schedule 2.01, line 16, reflects the 34 

appropriate amount of interest, calculated as per Rider 29, for Staff’s 35 

proposed reconciliation.  36 

 37 

Adjustment for Wages and Benefits 38 

Q. Company witness Martino disagrees with your position that 39 

personnel costs for one of the employees transferred to the Energy 40 

Efficiency Department is being recovered through base rates, stating 41 
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that “base rates established in a general rate case do not track and 42 

recover actual costs incurred by Nicor Gas in future periods.”  How 43 

do you respond? 44 

A. The objective of the ratemaking process is to produce rates that will 45 

provide a utility a reasonable opportunity to recover costs prudently 46 

incurred in the process of providing utility services.1  The rates are based 47 

on the total costs to conduct operations over a twelve-month period, which 48 

costs are assumed to be representative of the costs that will be incurred in 49 

the future when the rates are in effect.2  The salaries for the positions held 50 

by James Jerozal, Jr. and Dan Rourke, before they were transferred to the 51 

newly formed Energy Efficiency Department from other departments within 52 

the Company, were included in the test period costs on which current 53 

rates are based.  Mr. Jerozal’s vacated position was backfilled with a new 54 

hire, but Mr. Rourke’s position was left vacant.  Even though only one 55 

position is occupied, base rates currently in place were designed to 56 

provide for the salaries for both positions and will continue to do so until 57 

the rates are changed in the next rate proceeding. 58 

 59 

Q. According to Mr. Martino, Rider 29 does not use the term 60 

                     
1
Robert Hahne and Gregory Aliff, Accounting for Public Utilities (New York:  Matthew Bender & 

Co., Inc., 1997), 7-1.  
2
Id., 7-2 (Emphasis added). 



Docket No. 10-0567 
  ICC Staff Exhibit 2.0 

 
 

 

 

 
 

4 

“incremental costs,” nor does it limit Nicor’s cost recovery through 61 

Rider 29 to “incremental costs.”  Do you agree? 62 

A. I agree that the term “incremental costs” is not used or defined in Rider 29.  63 

Regardless of how one labels the costs related to the Energy Efficiency 64 

Plan, it is not reasonable for the Company to recover costs through Rider 65 

29 that are provided for in base rates.  More specifically, it is not 66 

reasonable for the Company to recover Mr. Rourke’s salary and benefits 67 

through Rider 29 when base rates provide for the salary and benefits 68 

associated with his former position, for which the Company is incurring no 69 

expense because it chose not to backfill the position.  70 

The costs related to the positions then held by Messrs. Jerozal and 71 

Rourke were included in the test year costs in the Company’s last rate 72 

proceeding, Docket No. 08-0363.  Nicor’s Rider 29 was also approved as 73 

part of Docket 08-0363 and the Rider began collecting charges in June 74 

2009.  Subsequently, Messrs. Jerozal and Rourke were transferred to the 75 

new Energy Efficiency Department. However, the costs for their previous 76 

positions continued to be provided for in base rates.  As was previously 77 

stated above, Nicor has only one new (incremental) payroll position on a 78 

company-wide basis.  I included the cost of Mr. Jerozal’s salary in 79 

allowable Rider 29 expenses but, because Mr. Rourke’s old position was 80 

not filled with a new employee and its costs continue to be recovered in 81 

base rates, I did not allow for the recovery of Mr. Rourke’s salary through 82 
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Rider 29.  Since Mr. Rourke’s salary is already provided for in base rates 83 

by virtue of his former position, the Company should not be allowed to 84 

recover the costs of his new position through Rider 29 also.  To do so 85 

would allow Nicor double recovery of the employee costs associated with 86 

Mr. Rourke. 87 

 88 

Q. How do you respond to the report on the internal audit performed by 89 

Nicor, per Section F of Rider 29, that states that the costs being 90 

recovered through Rider 29 for the first plan year are not being 91 

recovered through other existing, Commission-approved tariffs? 92 

A. The tests conducted by the internal auditors did not test to determine if 93 

costs included in base rates in Nicor’s previous rate case, Docket No. 08-94 

0363, had been transformed to costs associated with energy efficiency (to 95 

be recovered through Rider 29).  The Company’s response to Staff Data 96 

Request BCJ 4.02 indicates that the internal audit’s tests were limited to 97 

(1) interviews with Company management, (2) a review of a sample of 50 98 

invoices supporting costs that have been recovered through Rider 29 to 99 

ensure that the correct Rider 29 activity code had been used, (3) a review 100 

that the total of all costs charged to the activity code for energy efficiency 101 

agreed to the amount in the reconciliation, and (4) a review of the activity 102 

codes associated with other tariffs to ensure that the Rider 29 activity code 103 

was not used in the accumulation of costs for other tariffs. (See 104 
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Attachment A)   105 

 In addition, the conclusion of an internal audit performed by the 106 

Company’s internal audit staff does not bind the position of the 107 

Commission in rendering its conclusion.  The internal audit simply assists 108 

Staff in determining the review that Staff still needs to perform in order to 109 

provide the Commission with the evidence it needs to make an informed 110 

decision regarding the issue. 111 

 112 

Adjustment for Incentive Compensation 113 

Q. Mr. Martino states that your proposed disallowance of $520 of 114 

incentive compensation costs through Rider 29 is inappropriate 115 

because (1) it is a prudent and reasonable cost that qualifies as an 116 

EEP expense; (2) it is inconsistent with Nicor’s current, Commission-117 

approved incentive compensation plan; and (3) it is unreasonable for 118 

Nicor to establish incentive goals specific to Rider 29 performance 119 

metrics.  Do you agree? 120 

A. No.  The Company provided no evidence that the incentive compensation 121 

claimed in this reconciliation period has any nexus to the EEP.  To the 122 

contrary, the Company has stated that incentive compensation plans 123 

currently in effect for Nicor Gas are not applicable to EEP employees.3  124 

                     
3
 Docket No. 10-0562, Nicor Gas Ex. 7.0, p. 14. 
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This position is reinforced by the fact that the Company established no 125 

incentive goals specific to Rider 29 performance metrics.  Presumably, 126 

without relevant goals by which to measure an EEP employee’s 127 

performance, there would be no incentive compensation awards that 128 

qualify as an EEP expense.   That the Company thought it unreasonable 129 

to establish such goals given the probable duration of efficiency programs 130 

under Rider 29 is not germane; the Commission is not responsible for 131 

ameliorating a company’s management decisions.  132 

Further, my proposed disallowance is not inconsistent with Nicor’s current, 133 

Commission-approved incentive compensation plan.  The costs 134 

associated with the incentive compensation plan that the Commission 135 

approved in the Company’s last general rate case, Docket No. 08-0363, 136 

are provided for in base rates.  It is not reasonable to expect ratepayers to 137 

foot the bill a second time by allowing recovery through Rider 29 of 138 

incentive compensation costs provided for in base rates.  Referring to 139 

those costs, Mr. Martino states, “Company-wide, each department 140 

receives an appropriate allocation of costs independent of the specific 141 

department’s function.”  Apparently, the Company is allocating a portion of 142 

incentive compensation earned by all eligible employees to the EEP 143 

department.  That does not make those costs automatically eligible for 144 

recovery through Rider 29.   145 

To summarize, the incentive compensation costs I propose to disallow 146 
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have no nexus to the EEP and are already provided for in base rates.   147 

 148 

Conclusion 149 

Q. Does this question end your prepared rebuttal testimony? 150 

A. Yes. 151 
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Line Rate 1 Rates 4 and 74

No. Residential Non-Residential Total

(B) (C) (D)

1 CALCULATION OF CARRY OVER

2 Carry Over Percentage (CP) 75% 75% Nicor Gas Ex. 1.1, Page 2 of 4

3 Annual Program Budget (APB) 9,856,000$        4,224,000$        14,080,000$      Nicor Gas Ex. 1.1, Page 2 of 4

4 Carry Over From Prior Year -$                  -$                   -$                  Nicor Gas Ex. 1.1, Page 2 of 4

5 Available Budget (AVB) 9,856,000$        4,224,000$        14,080,000$      Line 3 + Line 4

EEP Expenses (EEPE)

6 June 1, 2009 - June 30, 2010 784,347$           398,656$           1,183,004$        ICC Staff Ex. 1.0, Sch. 1.02, Page 1 of 2

7 Under Budget Amount 9,071,653$        3,825,344$        12,896,997$      Line 5 - Line 6

8 Carry Over Maximum (COM) 7,392,000$        3,168,000$        10,560,000$      Line 2 * Line 3

Carry Over into Budget Year (COB)

9 Ending June 30, 2011 7,392,000$        3,168,000$        10,560,000$      Lesser of line 7 and Line 8

CALCULATION OF

10 RECONCILIATION ADJUSTMENT

11 Carry Over Adjustment 7,392,000$        3,168,000$        10,560,000$      

12 RA:

EEP Expenses (EEPE)

13 June 1, 2009 - June 30, 2010 784,347$           398,656$           1,183,004$        ICC Staff Ex. 1.0, Sch. 1.02, Page 1 of 2

EEP Revenues (EEPR)

14 June 1, 2009 - June 30, 2010 9,802,321$        4,168,026$        13,970,347$      Nicor Gas Ex. 1.1, Page 2 of 4

15 RA to be Recovered or (Refunded) (9,017,974)$       (3,769,370)$       (12,787,344)$     Line 13 - Line 14

16 Interest @ 0.5% (33,817)$            (14,135)$            (47,952)$            (Line 15 * 0.5%)/ 12 * 9

Total Reconciliation Adjustment 

17 Including Carry Over and Interest (1,659,791)$       (615,505)$          (2,275,296)$       Line 11 + Line 15 + Line 16

Northern Illinois Gas Company

Rider 29 Energy Efficiency Plan Reconciliation

For the Period June 1, 2009 - June 30, 2010

Description Reference

(A) (E)



Northern Illinois Gas Company d/b/a Nicor Gas Company
Response to: Illinois Commerce Commission

Ill.C.C. Docket No. 10-0567
BCJ Fourth Set of Data Requests

_____________________________________________________________________________

BCJ 4.02 Q. Referring to Nicor Gas Ex. 3.1, the internal audit report on the review of 
Energy Efficiency Program (EEP) – Rider 29 for the program year ended June 
2010, please provide (1) the test(s) that the internal auditors performed to 
determine if costs associated with Rider 29 EEP are being recovered through 
any other approved tariffs and (2) the test results.  If no testing was performed, 
explain in detail the basis for the audit opinion that costs associated with Rider
29 EEP are not being recovered through any other approved tariffs.

BCJ 4.02 A. The internal audit included several specific tests upon which the auditors
based their opinion that costs associated with Rider 29 EEP were not being 
recovered through any other approved tariffs.  Interviews with company 
management were held to identify the process of accumulating revenues and 
expenses for Rider 29.  During those interviews, it was determined that all 
revenues and costs associated with Rider 29 EEP were to be posted to an 
activity code specifically set up to accumulate and track these revenues/costs.  
Based upon this information, a sample of 50 invoices for goods/services 
associated with Rider 29 were reviewed to ensure they were properly posted 
to the correct Rider 29 activity code.  No exceptions were identified.

Next, internal audit performed a separate query of the accounting data to 
accumulate all costs charged to the activity code for the period, and verified 
this amount to the annual reconciliation statement. No exceptions were 
identified.

Additionally, an analysis was performed to review the activity codes 
associated with the respective tariffs, in order to ensure that the Rider 29 EEP
activity code was only used to accumulate costs identified on the Rider 29 
annual reconciliation, and that the activity code was not used in the 
accumulation of costs for other tariffs.  No exceptions were identified.

Prepared by: Vishal Thakkar
Manager, Internal Auditing
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