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 Staff of the Illinois Commerce Commission (“Staff”), by and through its counsel, 

pursuant to Section 200.800 of the Rules of Practice (83 Ill. Adm. Code 200.800) of the 

Illinois Commerce Commission (“Commission”), respectfully submits its Reply Brief in 

the above-captioned matter. 

I. OVERVIEW 

The Initial Brief of the Staff of the Illinois Commerce Commission (“Staff’s Initial 

Brief” or “Staff IB”) was served on January 19, 2012.  The Initial Brief Of Nicor Gas 

Company (“Nicor’s Initial Brief” or “Nicor IB”), the Initial Brief Of The People Of The 

State Of Illinois (“AG’s Initial Brief” or “AG IB”), and the Initial Brief Of The Citizens Utility 

Board (“CUB Initial Brief” or “CUB IB”) were also filed on January 19, 2012. 

Some of the issues raised in the parties’ initial briefs were addressed in Staff’s 

Initial Brief and, in the interest of avoiding unnecessary duplication, Staff has not 



repeated every argument or response previously made in Staff’s Initial Brief. Thus, the 

omission of a response to an argument that Staff previously addressed simply means 

that Staff stands on the position taken in Staff’s Initial Brief. 

II. ARGUMENT 

 Proposed Wages and Benefits Disallowance 

 

The Commission should reject Nicor’s argument that Staff’s proposed 

disallowance of wages and benefits for one of the two employees transferred to the 

newly formed Energy Efficiency Department is founded on an incorrect assumption that 

is inconsistent with general ratemaking principles.  (Nicor IB, p. 6.)   Staff’s position that 

Nicor should not recover the costs associated with that employee through the EEP 

Rider is firmly grounded in ratemaking principles. 

The objective of the ratemaking process is to produce rates that will provide a 

utility a reasonable opportunity to recover costs prudently incurred in the process of 

providing utility services.  The rates are based on the total costs to conduct operations 

over a twelve-month period, which costs are assumed to be representative of the costs 

that will be incurred in the future when the rates are in effect.  (Staff Ex. 2.0, p. 3.)  

Nicor’s Energy Efficiency Department is staffed by two individuals who worked in other 

departments within the Company at the time of the last rate proceeding, Docket No. 08-

0363, and were transferred to the new Energy Efficiency Department formed 

subsequent to that proceeding.  Their wages and benefits were included in the revenue 

requirement on which current base rates were set.  (Staff Ex. 1.0, p. 5.) 



The Company hired one new employee to take the place of one of the 

transferred employees.  The position vacated by the other transferee was filled though a 

reorganization of existing employees.  The wages and benefits associated with the 

transferred employee whose position was filled through a reorganization of existing 

employees cannot be described as incremental costs to the Company, since no new 

employee was brought into the Company to fill that position.  (Id.)  The Company is 

incurring costs for only one new employee as a result of the transfers into the Energy 

Efficiency Department.  If allowed to recover through Rider 29 the wages and benefits 

for the employee transferred into the Energy Efficiency Department who was not 

replaced with a new hire, 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.  (Id.) 

Nicor’s attempt to disparage Staff’s use of the term “incremental costs” in 

connection with the type of costs that are recoverable through Rider 29 is a red herring.  

The Company itself used that term first in a data response to refer to costs that are not 

being recovered through other approved tariffs.  (Nicor IB, p. 8.)  Staff agrees that the 

term “incremental costs” is not used or defined in Rider 29.  Regardless of how one 

labels the costs related to the Energy Efficiency Plan (“EEP”), Nicor has only one new 

payroll position on a company-wide basis as a result of the transfers into the Energy 

Efficiency Department, and it is not reasonable for the Company to recover costs 

through Rider 29 that are provided for in base rates.  (Staff Ex. 2.0, p. 4.) 

Staff reviewed the workpapers for the internal audit referenced by Nicor to bolster 

its claim that it is not recovering the wages and benefits at issue through base rates.  



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.  (Staff Ex. 3.0, p. 2.)  

Staff 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.  (Id.) 

The Commission should adopt Staff’s proposed disallowance of the wages and 

benefits for one of the two employees transferred into the newly formed Energy 

Efficiency Department.  To do otherwise would be to allow Nicor to recover the costs 

twice – once through base rates and once through Rider 29. 

Proposed Incentive Compensation Disallowance 

None of the arguments presented by Nicor are valid reasons for the Commission 

to reject Staff’s proposed disallowance of incentive compensation.  In addition to 

already being provided for in base rates, similar to the wages and benefits discussed 

above, the incentive compensation costs are not based on benefits to customers in the 

context of energy efficiency.  (Staff Ex. 2.0, p. 7.)  Nicor 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.  (Id.) 

Nicor provided no evidence that the incentive compensation claimed in this 

reconciliation period has any nexus to the EEP.  (Id., p. 6.)  To the contrary, the 

Company has stated that incentive compensation plans currently in effect for Nicor Gas 



are not applicable to EEP employees.  (Id.)  Further, Company witness Martino testified 

that, company-wide, each department receives an appropriate allocation of costs 

independent of the specific department’s function.  Just because Nicor 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.  (Id., p. 7.) 

For these reasons, the Commission should adopt Staff’s proposed disallowance 

of the incentive compensation costs included in the Rider 29 reconciliation at issue. 

III. CONCLUSION 

Staff respectfully requests that the Illinois Commerce Commission approve Staff’s 

recommendations in this docket. 
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