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The Staff witnesses of the Illinois Commerce Commission (“Staff”), through its 

undersigned counsel, pursuant to 83 Ill. Adm. Code 200.800, hereby files its Initial Brief 

in the above referenced docket. 

 

I. OVERVIEW 

The Commission should accept Staff’s proposed adjustments to disallow 

incentive compensation costs and certain wage and benefit costs included in the 

Company’s Energy Efficiency Plan (“EEP”) expenses.  In addition to already being 

provided for in base rates, the incentive compensation costs are not based on benefits 

to customers in the context of energy efficiency.  Because there is no nexus between 

the incentive compensation costs and the EEP, they should not be recovered through 

Rider 29.   

Additionally, although the Company claims that the wage and benefit costs that 

Staff proposes to disallow represent new costs incurred by Nicor as a result of 

establishing its new EEP department, there is no record evidence that supports this 



position and the Company’s audit report does not bolster this claim.  Nicor’s proposal in 

this docket results in a double recovery of employee wages and benefits - once through 

already existing employee costs built into base rates, and again through Rider 29.  This 

proposal should be rejected. 

 

II. PROCEDURAL HISTORY 

In Nicor’s last general rate case proceeding, Docket No. 08-0363, the Illinois 

Commerce Commission (“Commission” or “ICC”) entered an Order approving Nicor’s 

Rider 29 – Energy Efficiency Plan (order entered March 24, 2009).  Section C of Rider 

29 directed the Company to file a Rider 29 statement of activity, including program 

descriptions, for the Previous Plan Period and a report showing the determination of the 

Reconciliation Adjustment to be in effect during the Reconciliation Period, and to file a 

petition with the Commission seeking initiation of an annual reconciliation to determine 

the accuracy of the statement. (Ill. C. C. No. 16, Second Revised Sheet No. 82.2, 

Section C.) 

Pursuant to proper legal notice, a pre-hearing conference was held on October 

26, 2010, and status hearings on December 16, 2010, May 17, 2011, July 12, 2011, and 

August 3, 2011, before a duly authorized Administrative Law Judge of the Commission 

at its offices in Chicago, Illinois.  Evidentiary hearings were held in Chicago on 

December 13, 2011.  Appearances were entered by counsel on behalf of Nicor and 

Staff.  At the conclusion of the hearing on December 13, 2011, the matter was marked 

HEARD and TAKEN. 

 



 

III. ARGUMENT 

As a result of her review of Nicor Gas Company’s (“Nicor” or “Company”) Rider 

29 – Energy Efficiency Plan (“EEP”) reconciliation of revenues for the period June 1, 

2009 through June 30, 2010, Staff witness Burma Jones proposes adjustments to 

disallow (1) incentive compensation costs and (2) certain wage and benefits costs 

included in EEP expenses for the period covered by this reconciliation.  (Staff Ex. 1.0, p. 

3.)  The Company disagrees with both adjustments. 

The incentive compensation costs the Company seeks to recover through Rider 

29 are associated with the incentive compensation plan that the Commission approved 

in the Company’s last general rate case, Docket No. 08-0363, and are already provided 

for in base rates.  (Id., pp. 3-4.)  Just because the Company allocates a portion of the 

incentive compensation earned by all eligible employees to the EEP department does 

not make those costs automatically eligible for recovery through Rider 29.  (Staff Ex. 

2.0, pp. 6-7.)  In addition to already being provided for in base rates, the incentive 

compensation costs are not based on benefits to customers in the context of energy 

efficiency and, thus, should not be recovered through Rider 29, which is the recovery 

mechanism for costs specific to the EEP.  (Staff Ex. 1.0, p. 3.)   

The Company provided no evidence that the incentive compensation claimed in 

this reconciliation period has any nexus to the EEP, a requirement for recovery under 

Rider 29.  To the contrary, the Company has stated that incentive compensation plans 

currently in effect for Nicor Gas are not applicable to EEP employees.  (Id., p. 4.)  This 

position is reinforced by the fact that the Company established no incentive goals 



specific to Rider 29 performance metrics.  Presumably, without relevant goals by which 

to measure an EEP employee’s performance, there would be no incentive 

compensation awards that qualify as an EEP expense.  (Staff Ex. 2.0, p. 7.)  Staff 

recommends that the Commission disallow such costs because they have no nexus to 

the EEP and are already provided for in base rates 

The Company posits that the wage and benefit costs that Staff proposes to 

disallow represent entirely new costs incurred by Nicor as a result of establishing and 

implementing its EEP.  (Nicor Gas Ex. 5.0, p. 2.)  Staff disagrees.  Nicor Gas’ newly 

formed Energy Efficiency Department is staffed by two individuals who were transferred 

from other departments within the Company.  The wages and benefits for the 

transferees were included in the test period costs on which base rates were set in the 

Company’s last rate proceeding, Docket No. 08-0363.  One of the vacated positions 

was filled with a new hire and one was filled through a reorganization of existing 

employees.  The Company incurs no additional expense related to the transferred 

employee whose position was filled through a reorganization of existing employees, 

since no new employee was hired to fill that position.  The Company continues to 

recover the already existing employee costs built into base rates.  (Staff Ex. 1.0, p. 3.)  

All else being equal, if allowed to recover the costs at issue through Rider 29, the 

Company will recover the costs twice – once through base rates and once through 

Rider 29 – until base rates are determined in the next rate proceeding; i.e., Nicor is 

being made whole for the wages and benefits at issue apart from Rider 29.  (Staff Ex. 

3.0, p. 3.) 



The Company references the internal audit performed per Section F of Rider 29 

to bolster its claim that it is not recovering the wages and benefits at issue through base 

rates and, therefore, should be allowed to recover the costs through Rider 29.  (Nicor 

Gas Ex. 3.0, p. 4.)  Staff reviewed the workpapers for the internal audit and found 

nothing to indicate that any consideration was given to whether any of the costs 

incurred by or assigned to the Energy Efficiency Department are recovered in base 

rates.  (Staff Ex. 3.0, p. 2.)  The internal audit tests were simply designed to determine 

that costs identified as energy efficiency were recorded to the activity code specifically 

for Rider 29 and that the activity code was not used to accumulate costs for other tariffs.  

(Id.) 

The Company identified an interest adjustment that would be necessary if the 

Commission were to accept Staff’s proposed adjustment to disallow certain expenses.  

(Nicor Gas Ex. 3.0, p. 8.)  Staff agreed and reflected the appropriate amount of interest 

in the Rider 29 Energy Efficiency Plan Reconciliation presented on Schedule 2.01 of 

Staff’s rebuttal testimony. 

 

 

 

 

 

 

 

 



IV.  CONCLUSION 

WHEREFORE, for the foregoing reasons, Staff of the Illinois Commerce 

Commission respectfully requests that Commission adopt Staff’s recommendations in 

its Order in this matter. 
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