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TO: The Commission 
 
FROM: Terrance Hilliard, Administrative Law Judge 
 
DATE: November 15, 2012 
 
SUBJECT:   Northern Illinois Gas Company d/b/a Nicor Gas Company 
 

Petition pursuant to Rider 29 of Schedule of Rates for Gas 
Service to Initiate a Proceeding to Determine the Accuracy 
of the Rider 29 Reconciliation Statement. 

 
RECOMMENDATION: Enter the attached Order. 
______________________________________________________________________  
 
 The Illinois Commerce Commission (the “Commission”) approved Northern 
Illinois Gas Company d/b/a Nicor Gas Company’s (“Nicor Gas” or the “Company”) Rider 
29 – Energy Efficiency Plan (“Rider 29” or “Rider EEP”) in Docket No. 08-0363, Nicor 
Gas’ last rate case.   
 
 Rider 29 requires Nicor Gas to file annually, no later than September 30 each 
year, a Rider 29 Statement of Activity for the Previous Plan Period and a report showing 
the determination of the Reconciliation Adjustment to be in effect during the 
Reconciliation.  Ill. C.C. No. 16- Gas, Second Revised Sheet No. 82.2, Section C.  
Accordingly, on September 30, 2010, Nicor Gas filed a petition with the Commission 
seeking to initiate this docket for the annual reconciliation to determine the accuracy of 
Nicor Gas’ Rider 29 Statement of Activity.  The petition covers Nicor Gas’ reconciliation 
of revenues and EEP Statement of Activity for the Plan Period of June 1, 2009 through 
June 30, 2010.   
 
 The parties have agreed on all but three issues.  Staff witness Burma Jones 
proposes two disallowances to the Energy Efficiency Plan Expenses (“EEPE”) relating 
to incentive compensation and wages and benefits.  Additionally, AG/CUB witness 
Rebecca Devens recommends a disallowance to the EEPE relating to certain costs paid 
to outside consultants working on the EEP.   
 
Employee Wages and Benefits 
 Staff contends that 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. 
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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 because no employee was hired to fill that position.  The Company 
continues to recover the already existing employee costs built into base rates. 
 
 The Company asserts that this is not true but it fails to provide compelling proof 
to the contrary. The evidence demonstrates that the subject wages and benefits costs 
were wages were part of base rates and that no new expense was incurred by the 
transfer of an employee whose previous responsibilities were absorbed by the existing 
workforce.  Staff reviewed the workpapers for the internal audit provided by the 
Company 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.  The Order rejects Nicor Gas’ recovery through Rider 29 of the 
contested $17,936 in wages and benefits related to the administration of the EEP. 
 
Incentive Compensation 
 
 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.  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.  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.   
 
 The Company asserts that disallowing this expense would be inconsistent with 
Nicor Gas’ current, Commission-approved incentive compensation plan, which is set 
forth in the Rate Case Order.  The Company further states that the Commission has not 
required Nicor Gas to establish performance metrics specific to Rider 29, which would 
nonetheless be unreasonable given the short duration of Rider 29 as an approved pilot.  
The Commission approved Rider 29 as a 4-year pilot program and did not include 
specific therm savings goals, nor did it have any formal performance metrics. 
 
 Nicor Gas also disputes Staff’s argument that these Rider 29 EEP expenses are 
being recovered from base rates.  All expenses related to Rider 29 were excluded from 
Nicor Gas’ current base rates when they were established in accordance with the Rate 
Case Order.  In particular, the Rate Case Order approved a specific revenue 
requirement, excluding any costs associated with Rider 29 expenses, inclusive of 
incentive compensation Nicor Gas states that because no Rider 29 expenses were 
included in base rates, Staff is incorrect in arguing that there would be double recovery 
under Nicor Gas’ proposal.   
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 The Order finds that 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.  The Company established no incentive goals specific to Rider 29 
performance metrics.  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.  The Order concludes that $520 in incentive compensation costs related to the 
administration of Rider 29 during the first plan year are not recoverable.   
 
Consultant Expenses 
 
 The Commission structured the functioning of the Board so that the Board would 
have oversight on expenditures during 2009 so that “in the beginning of the program 
there is less risk of imprudent or malfeasant expenditures." The Commission further 
specified that after January 1, 2010, the Board would “act solely in an advisory 
capacity.” 
 
 Nicor’s proposed Energy Efficiency Program, in its own words, was initially 
designed to place the decisions regarding what portfolio of programs would best serve 
Nicor‘s customers and service territory under the control of a qualified, experienced and 
independent board.”  ICC Docket No. 08-0363, Final Order at 160. 
 
 Although the Board approved a rough budget estimate of $50,000 for the project 
facilitator, on two occasions in 2009 it failed to approve bills for the facilitator and RFP 
proposal work that exceeded the estimate by $58,375.  The Order finds that the 
$50,000 estimate that was approved by the Advisory Board was an appropriate 
expenditure.  In keeping with the Commission’s delegation of authority to the Advisory 
Board for 2009, the Order rejects the additional expenditures of $58,375 that the Board 
failed to approve.   
 
Recommendation 
 
 Accordingly, I recommend the Commission enter the attached Order. 
 
 
TH:fs 
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