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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. Donald F. Martino, 1844 Ferry Road, Naperville, Illinois 60563-9600. 3 

Q. By whom and in what position are you employed? 4 

A. I am a Senior Rate Analyst for Northern Illinois Gas Company d/b/a Nicor Gas 5 

Company (“Nicor Gas” or the “Company”). 6 

Q. Are you the same Donald F. Martino that provided direct and rebuttal 7 

testimony in this matter? 8 

A. Yes.  9 

II. PURPOSE OF TESTIMONY AND SUMMARY OF CONCLUSIONS 10 

Q. What is the purpose of your surrebuttal testimony? 11 

A. The purpose of my surrebuttal testimony is to respond to issues raised in the 12 

rebuttal testimony of Illinois Commerce Commission (“Commission”) Staff 13 

(“Staff”) witness Burma C. Jones.   14 

Q. Please summarize your conclusions.  15 

A. The Commission should reject Ms. Jones’ proposed disallowance of the recovery 16 

of certain Nicor Gas employee wages and benefits incurred specifically to support 17 

the development and implementation of the Company’s Commission-approved 18 

Rider 29, Energy Efficiency Plan (“Rider 29” or “EEP”).  The Commission 19 

should also reject Ms. Jones’ proposed adjustment related to incentive 20 

compensation.  Both of Ms. Jones’ proposals are unsupported by the evidence and 21 

Commission directives. 22 
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III. RESPONSE TO STAFF 23 

A. Proposed Wages and Benefits Disallowance 24 

1. There is No Double Recovery of the Wages and  25 
Benefits at Issue 26 

Q. What are the wages and benefits in dispute? 27 

A. Ms. Jones targets $17,936 of wages and benefits, which represent salary and 28 

benefits paid to Nicor Gas employee Dan Rourke after he transferred to the newly 29 

formed Energy Efficiency Department in 2009.  Specifically, she argues that “it is 30 

not reasonable for the Company to recover Mr. Rourke’s salary and benefits 31 

through Rider 29 when base rates provide for the salary and benefits associated 32 

with his former position, for which the Company is incurring no expense because 33 

it chose not to backfill the position.”  (Staff Ex. 2.0, 4:66-70).   34 

Q. Does the evidence support Ms. Jones’ “double recovery” argument? 35 

A. No.  The $17,936 of wages and benefits at issue were not recovered through Nicor 36 

Gas’ base rates.  Nicor Gas’ current base rates were established using a forecasted 37 

2009 test year in Nicor Gas’ last rate case, Docket No. 08-0363, and the financials 38 

used for that test year did not include any expenses related to the Energy 39 

Efficiency Department.  Thus, the Commission-approved base rates did not 40 

include any costs associated with that department.  The wages and benefits 41 

associated with employees in the Energy Efficiency Department, and as to which 42 

recovery is at issue here, represent entirely new costs that Nicor Gas incurred as a 43 

result of establishing and implementing its EEP.  Ms. Jones acknowledges as 44 

much in conceding that she approved the cost of Nicor Gas witness Jerozal’s 45 

salary “in allowable Rider 29 expenses.”  (Staff Ex. 2.0, 4:79-80).  The only 46 



 

 3 Nicor Gas Ex. 5.0 

distinction Ms. Jones draws between Messrs. Jerozal and Rourke is that Nicor Gas 47 

did not fill Mr. Rourke’s position with another employee when he transferred to 48 

the Energy Efficiency Department, but another employee was hired for Mr. 49 

Jerozal’s position.  (Id. at 4:77-5:83).  This is an artificial distinction because both 50 

Messrs. Jerozal and Rourke began working solely on the EEP after their transfer 51 

to that department, and their former activities are either entirely performed by 52 

other Nicor Gas personnel or have been discontinued.  53 

Q. Ms. Jones cites to an accounting treatise for certain ratemaking principles.  54 

(Staff Ex. 2.0, 3:45-50).  Do you take issue with these principles? 55 

A. No.  My understanding of these ratemaking principles shows that they actually 56 

support Nicor Gas’ position that its base rates do not provide for recovery of the 57 

disputed wages and benefits.  In particular, in the Order in Nicor Gas’ last rate 58 

case, Docket No. 08-0363 (Mar. 25, 2009 and Oct. 7, 2009, collectively “Rate 59 

Case Order”), the Commission approved a revenue requirement that is used to set 60 

base rates.  This revenue requirement was intended to provide Nicor Gas a 61 

reasonable opportunity to recover costs prudently incurred in the process of 62 

providing its utility services, as demonstrated through the costs for the 63 

representative test year used in the rate case.  In approving Nicor Gas’ revenue 64 

requirement, the Commission examined the total costs to conduct Nicor Gas’ 65 

operations over a twelve-month period, which costs were assumed to be 66 

representative of the costs Nicor Gas would incur in the future.  In other words, 67 

the Rate Case Order that established Nicor Gas’ 2009 base rates did not approve a 68 

specific head count or reach the level of detail and precision suggested by Ms. 69 
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Jones with respect to certain wages and benefits paid to a single employee after he 70 

transferred departments and his former position was not filled by another 71 

employee.  As such, Ms. Jones wrongly concludes that the specific wages and 72 

benefits she seeks to disallow are being recovered through the Company’s base 73 

rates. 74 

Q. Does any witness contend that the wages and benefits Ms. Jones proposes to 75 

disallow were not prudent, reasonable and necessary costs that Nicor Gas 76 

actually accrued during the first plan year to administer the EEP? 77 

A. No.  There is no dispute that the costs were prudently incurred, reasonable and 78 

necessary, or that they were actually incurred by Nicor Gas during the first plan 79 

year of the EEP.  Accordingly, these costs qualify as “EEP Expenses,” as that 80 

term is defined in Rider 29, and are recoverable under the provisions of the rider. 81 

2. The Internal Audit Supports Recovery of the  82 
Wages and Benefits  83 

Q. Does Ms. Jones contest the conclusion reached in Nicor Gas’ internal audit 84 

that the costs being recovered through Rider 29 for the first plan year are not 85 

being recovered through other existing, Commission-approved tariffs? 86 

A. No.  Ms. Jones challenges the limitations of the audit and argues that the ultimate 87 

conclusion should not bind the Commission.  (Staff Ex. 2.0, 5:89-6:111).  88 

However, she does not contest the fact that one of the tests to be conducted as part 89 

of the audit provided for in Section F of Rider 29 is whether the costs being 90 

recovered under the rider are not otherwise being recovered through other 91 

existing, Commission-approved tariff mechanisms.  Nor does she contest the 92 
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ultimate conclusion of the audit that the costs being recovered through Rider 29 93 

for the first plan year are not being recovered through other existing, 94 

Commission-approved tariffs.  (Nicor Gas Ex. 3.1).  Finally, the audit provides 95 

additional support for the conclusion that Nicor Gas’ EEP employees worked 96 

solely on EEP as the auditors specifically examined whether Rider 29 EEP 97 

charges or credits are being identified and recorded properly for calculating rates 98 

and reconciliation.  (Id.)  99 

B. Proposed Incentive Compensation Disallowance 100 

Q. On rebuttal, Ms. Jones continues to argue for the disallowance of $520 101 

related to incentive compensation.  (Staff Ex. 2.0, 6:113-8:147).  Do Ms. 102 

Jones’ arguments rebut the evidence presented by Nicor Gas? 103 

A. No.  The fact remains that the $520 of incentive compensation that Ms. Jones 104 

recommends the Commission disallow are prudent and reasonable costs that 105 

Nicor Gas incurred related to the administration of the EEP during the 106 

reconciliation period.  As such, those costs qualify as “EEP Expenses,” as that 107 

term is defined in Rider 29, and are therefore recoverable under the rider. 108 

Q. Does the Company’s prepared testimony in a subsequent EEP proceeding 109 

provide any support for Ms. Jones’ proposed disallowance of incentive 110 

compensation? 111 

A. Most certainly not.  Ms. Jones attempts to construe the testimony given by 112 

Company witness Malcolm Quick (Nicor Gas Ex. 7.0) in Nicor Gas’ Rider 30 113 

docket, Docket No. 10-0562, as proving that the Company’s existing incentive 114 

compensation plan, approved by the Commission in the Rate Case Order, is not 115 
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applicable to EEP employees.  (Staff Ex. 2.0, 6:123-24 and n.3).  This is simply 116 

not the case, and Mr. Quick’s testimony in another proceeding does not prove 117 

otherwise.  The testimony provided by Mr. Quick refers solely to the Company’s 118 

intent to establish incentive compensation goals under its proposed Rider 30, 119 

Energy Efficiency Plan Cost Recovery, that are separate from the Company’s 120 

existing, Commission-approved incentive compensation plans.  (Docket No. 10-121 

0562, Nicor Gas Ex. 7.0, 14:308-11).  Ms. Jones attempts to twist Mr. Quick’s 122 

testimony to establish the same requirement here that Nicor Gas is voluntarily 123 

proposing in the Rider 30 docket, namely that any incentive compensation plan 124 

under Rider 29 must have a “nexus” to the EEP to have any basis as a qualified 125 

EEP Expense.  (Staff Ex. 2.0, 6:121-22).  There is no evidence to support Ms. 126 

Jones’ conclusion, whether in Mr. Quick’s Rider 30 testimony or otherwise. 127 

Q. Ms. Jones has proposed to disallow incentive compensation as a prudent EEP 128 

Expense on the basis that the Company has provided no evidence the 129 

incentive compensation plan has any “nexus” to the EEP.   (Staff Ex. 2.0, 130 

7:146-8:147).  Is this a reasonable conclusion? 131 

A. No.  As I explained in my rebuttal testimony, Nicor Gas’ existing incentive 132 

compensation plan, approved by the Commission in the Rate Case Order, is 133 

applicable to all management employees, excluding executive management.  134 

(Nicor Gas Ex. 3.0, 6:123-27).  The Company’s existing incentive compensation 135 

plan has a strong relationship with customer performance metrics.  Eligible 136 

management employees within all departments participate in the plan without 137 

specifically demonstrating their department’s relationship to specific customer 138 
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performance metrics serving as the basis for the plan.  There is simply no 139 

requirement for any department, including Energy Efficiency, to demonstrate its 140 

specific relationship to customer performance metrics to participate in the 141 

Company’s existing, Commission-approved incentive compensation plan. 142 

  Moreover, Nicor Gas has demonstrated that the incentive compensation 143 

related to Rider 29 falls squarely within the Company’s existing incentive 144 

compensation plan.  EEP programs under Rider 29 by their very nature are 145 

intended to reduce customers’ energy consumption through the implementation of 146 

conservation measures, heightened awareness, and/or the installation of more 147 

energy efficient equipment.  Based on this evidence, it is not reasonable to 148 

construe Rider 29 EEP programs as devoid of any customer benefits.  Clearly, 149 

Rider 29 EEP programs and the customer performance metrics underlying Nicor 150 

Gas’ current, Commission-approved incentive compensation plan have strong 151 

synergies in that both programs by their very nature are designed to improve 152 

services provided to Nicor Gas customers.         153 

Q. Ms. Jones argues that her position to disallow incentive compensation is 154 

further supported by the fact that the Company established no incentive 155 

goals specific to Rider 29.  (Staff Ex. 2.0, 7:125-26).  Will you please respond? 156 

A. While I agree with Ms. Jones that Nicor Gas did not establish incentive goals 157 

specific to Rider 29 performance metrics, her argument is a red herring.  The 158 

Company was under no requirement from the Commission to establish 159 

performance metrics specific to Rider 29 to be eligible for participation in the 160 

Company’s existing, Commission-approved incentive compensation plan. 161 
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Q. Ms. Jones also argues the costs associated with Nicor Gas’ Commission-162 

approved incentive compensation plan are provided for in base rates and 163 

allowance of these expenses here would lead to a double-recovery of these 164 

costs.  (Staff Ex. 2.0, 7:134-39).  Please explain the inaccuracy with Ms. 165 

Jones’ argument.     166 

A. For the same reasons identified earlier in this testimony, all expenses related to 167 

Rider 29 EEP were excluded from current base rates when base rates were 168 

established in accordance with the Rate Case Order.  In particular, the Rate Case 169 

Order approved a specific revenue requirement and the Company established base 170 

rates to recover its allowed revenue requirement, excluding any costs associated 171 

with Rider 29 expenses, inclusive of incentive compensation.  Since no expenses 172 

for Rider 29 were included in base rates, Ms. Jones’ argument related to the 173 

double-recovery of these costs is wrong. 174 

C. Staff Concedes the Omission of Interest 175 

Q.   On rebuttal, Ms. Jones supports the Company’s identification of the interest 176 

component omission in her direct testimony with the correction identified in 177 

Staff Exhibit 2.0 Schedule 2.01.  (Staff Ex. 2.0, 2:25-36).  Does the Company 178 

accept Staff’s correction? 179 

A. Yes.  180 

IV. CONCLUSION 181 

Q. Does this complete your surrebuttal testimony? 182 

A. Yes. 183 


