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I. INTRODUCTION  1 

Q. Please state your name and business address. 2 

A. My name is James J. Jerozal Jr.  My business address is 1844 Ferry Road, Naperville, 3 

Illinois, 60563. 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by AGL Services Company as Managing Director, Energy Efficiency. 6 

Q. On whose behalf are you testifying? 7 

A. I am testifying on behalf of Northern Illinois Gas Company d/b/a Nicor Gas Company 8 

(“Nicor Gas” or the “Company”). 9 

II. PURPOSE OF TESTIMONY AND SUMMARY OF CONCLUSIONS 10 

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

A. The purpose of my testimony is to describe Nicor Gas’ proposed Energy Efficiency Plan 12 

(“EEP”) and to demonstrate that the EEP meets the requirements of Section 8-104 of the 13 

Public Utilities Act (the “Act”).  220 ILCS 5/8-104.  I also make a number of policy 14 

recommendations for the Illinois Commerce Commission (“Commission”) to consider 15 

with respect to the management of the Nicor Gas EEP. 16 

Q. What are your conclusions? 17 

A. I conclude that the proposed EEP meets the applicable requirements of Section 8-104.  18 

The EEP is cost-effective and reasonable, and offers a diverse cross section of 19 

opportunities for Nicor Gas customers of all rate classes to participate in the programs 20 

and share in their benefits.  The EEP includes budgets, implementation strategies, and 21 
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savings goals for ten separate programs, as well as the support functions necessary for 22 

effective portfolio management.  In developing this second EEP, Nicor Gas has applied 23 

lessons learned to date from developing, launching, and operating programs previously 24 

authorized by the Commission.  Nicor Gas has tailored this second EEP to the customers, 25 

business conditions, and climate specific to Northern Illinois, incorporating input from 26 

Nicor Gas’ many service partners, including implementation contractors, trade allies, 27 

neighboring utilities, local governments, and nongovernmental organizations.   28 

  Finally, I offer policy recommendations for the Commission to consider in six 29 

areas:  (1) management flexibility; (2) coordination with other utilities and market actors; 30 

(3) the Stakeholder Advisory Group (“SAG”); (4) evaluation risks; (5) adjustable savings 31 

goals; and (6) fuel switching measures.     32 

III. BACKGROUND AND EXPERIENCE 33 

Q. What are your duties in your position as Managing Director, Energy Efficiency? 34 

A. I am responsible for the development and implementation of strategies, plans, and 35 

budgets associated with all Nicor Gas energy efficiency offerings.  In this role, I have 36 

overall responsibility for the development of the Company’s EEPs, development of the 37 

energy efficiency organization, selection and contracting with vendors and other support 38 

organizations required to implement the EEPs, overall management of the EEPs, and 39 

reporting to the Commission on the results of the EEPs.  I also am responsible for 40 

assisting with operations at other AGL Resources Inc. companies if required.  41 
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Q. Please summarize your education background and experience. 42 

A. I have a Bachelor of Science degree in Bioengineering from Syracuse University.  I have 43 

worked in the gas utility industry since 2002 in various positions responsible for Code 44 

Compliance, Environmental Health and Safety, Training, and Quality Assurance.   45 

Q. Have you previously testified before the Illinois Commerce Commission?  46 

A. Yes.  I testified in Docket No. 10-0562, in which the Commission authorized the 47 

Company’s first EEP.  I also testified in Docket Nos. 10-0567 and 11-0667 relating to the 48 

Company’s energy efficiency pilot, and in Docket No.  49 

12-0601 for Rider 30 Plan Year 1 (“PY1”). 50 

Q. Please identify the other Nicor Gas witnesses presenting direct testimony. 51 

A. In addition to my testimony, three other witnesses are presenting direct testimony in 52 

support of the Company’s proposed EEP:   53 

• Edward Weaver (Nicor Gas Ex. 2.0):  Mr. Weaver is the President of First Tracks 54 
Consulting Service, Inc. and presents testimony outlining policy 55 
recommendations for the Commission to consider in two areas: (1)  evaluation 56 
risk, including tools for mitigating those risks; and (2) the appropriate application 57 
of cost-effectiveness evaluation used in developing the EEP. 58 

• Hammad Chaudhry (Nicor Gas Ex. 3.0):  Mr. Chaudhry presents testimony 59 
supporting the cost-effectiveness of the proposed plan. 60 

• Malcolm Quick (Nicor Gas Ex. 4.0):  Mr. Quick presents testimony supporting 61 
the spending limits and cost recovery charges required by Section 8-104 of the 62 
Act.   63 

IV. ITEMIZED ATTACHMENTS 64 

Q. Are there any exhibits to your testimony? 65 

A. Yes.  I am sponsoring, and have attached hereto, two exhibits:  66 
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• Nicor Gas Exhibit 1.1 – Nicor Gas Energy Efficiency Plan; and  67 

• Nicor Gas Exhibit 1.2 – Adjustable Savings Goal Input Values. 68 

V. NICOR GAS ENERGY EFFICIENCY ACTIVITY TO DATE 69 

Q. Please identify proceedings in which the Commission has authorized Nicor Gas to 70 

operate energy efficiency programs. 71 

A. In its Order in Docket No. 08-0363 authorizing the Company’s last general rate case, the 72 

Commission approved an energy efficiency pilot offering.  Northern Illinois Gas Co., 73 

Docket No. 08-0363 (Final Order, March 25, 2009) at 158.  The costs of these programs 74 

were recovered through Rider 29, and these programs are now generally known 75 

collectively as the Rider 29 portfolio. 76 

  In Docket No. 10-0562, the Commission approved the Company’s first three-year 77 

EEP pursuant to Section 8-104.  Northern Illinois Gas Co., Docket No. 10-0562 (Final 78 

Order, May 24, 2011) at 67.  The costs of these programs are recovered through Rider 30, 79 

and these programs are generally referred to as the first EEP portfolio.   80 

Q. Please summarize the Rider 29 portfolio.   81 

A. The Rider 29 portfolio launched on May 1, 2010 and operated through May 31, 2011, 82 

when the first EEP portfolio under Rider 30 commenced.  The Rider 29 portfolio 83 

included offerings mirroring six of the ten programs included in this second EEP, 84 

including programs:  providing prescriptive equipment rebates to households and 85 

businesses; programs targeting retrofit opportunities in single family and multi-family 86 

buildings; a program integrating energy efficiency into elementary school curricula; and a 87 

program offering custom rebates for businesses.  The Rider 29 portfolio helped Nicor Gas 88 
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start building relationships with customers and trade allies, and also allowed the 89 

Company to build infrastructure in areas such as rebate processing, trade ally 90 

management, outreach, customer engagement, procurement, information systems, and 91 

evaluation. 92 

Q. Please summarize the first EEP portfolio under Rider 30. 93 

A. In June 2011, the first EEP launched with 13 programs, including continuation of six 94 

Rider 29 programs as well as seven new offerings.  These new offerings included 95 

programs targeting residential and business new construction, a program serving the 96 

special needs of small businesses, a program helping households save energy through 97 

behavior changes, and three programs serving niche markets of business customers.  98 

Most of the new offerings continue in this second EEP in one form or another, although 99 

the three niche programs are no longer proposed as standalone programs.   100 

  Consistent with the Act, Nicor Gas also devoted 3% of the budget for the first 101 

EEP to an emerging technologies program that fosters promising efficiency opportunities.  102 

The program has successfully spurred innovation by local and national manufacturers and 103 

has been featured at conferences run by the American Council for an Energy Efficient 104 

Economy, the Emerging Technologies Coordinating Council, and E Source. 105 

  During the first EEP, Nicor Gas also expanded its portfolio management 106 

capability.  Nicor Gas hired internal staff to manage key functions, including accounting, 107 

customer engagement, emerging technology, evaluation, information services, planning, 108 

program management, and regulatory and quality assurance.  Nicor Gas also hired local 109 

and national contractors responsible for managing programs, developing marketing 110 
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campaigns, performing local customer outreach, fostering emerging technologies, and 111 

conducting evaluations.   112 

  The programs have also developed extensive networks of local businesses 113 

delivering energy efficiency products and services to Nicor Gas customers providing the 114 

following:  equipment for space heating, water heating, and cooking; products such as 115 

showerheads and thermostats; engineering and architectural services; and specialty 116 

analyses such as home energy rating and retro-commissioning.  In all, the Nicor Gas 117 

energy efficiency trade ally network includes over 5,000 organizations located 118 

throughout Northern Illinois. 119 

Q. How have Nicor Gas’ current programs performed?  120 

A. Nicor Gas will invest over $140 million on energy efficiency programs in its Rider 29 121 

and Rider 30 portfolios by May 31, 2014, the end of the first EEP period.  This 122 

investment has enabled the Company to launch and support 13 energy efficiency 123 

programs, and provide services to over 500,000 customers installing 750,000 energy 124 

efficiency measures. 125 

These investments will help customers achieve net annual savings of almost  126 

45 million therms and net lifecycle savings of 670 million therms over the life of the 127 

installed measures.  To put this in perspective, these savings lower annual carbon 128 

emissions by amounts equivalent to the annual reductions from removing 50 thousand 129 

cars from the road, eliminating household emissions for a city the size of St. Charles, 130 

Illinois, or planting 6 million trees.    131 
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Q.   How did Nicor Gas manage programs, budgets, and savings goals across the three 132 

years of the first EEP under Rider 30? 133 

A. Nicor Gas utilized a number of provisions included in the Act and authorized by the 134 

Commission in Docket No. 10-0562 that provided the Company with management 135 

flexibility for meeting overall budget and savings requirements across the three-year plan 136 

period.  For example: 137 

• Since Section 8-104(d) limits energy efficiency spending to 2% of estimated retail 138 
revenue in the 3-year plan period—including spending required by Nicor Gas as 139 
well as additional spending required by the Department of Commerce and 140 
Economic Opportunity (“DCEO”)—the Act allowed Nicor Gas to set budgets that 141 
expanded as the programs matured.  While the overall budget remained within the 142 
2% budget cap for the three years, budgets in PY1 were below 2% of estimated 143 
PY1 revenue and budgets for Plan Year 3 (“PY3”) exceeded 2% of estimated PY3 144 
revenue. 145 

• Section 8-104(c) sets savings requirements that natural gas utilities can meet by 146 
accumulating savings across the three years of the EEP.  Since Nicor Gas 147 
customers responded more slowly than planned to some program offerings, 148 
savings in PY1 and Plan Year 2 (“PY2”) were below plan goals (and the Act’s 149 
individual savings requirements for those years); however, Nicor Gas expects to 150 
exceed goals in PY3 and meet cumulative savings requirements by the end of 151 
PY3. 152 

• Where programs fell short of participation targets in PY1 and PY2, Nicor Gas 153 
used the spending flexibility allowed by Section 8-104(d) to shift unspent PY1 154 
and PY2 funding into PY3.  This higher spending will help Nicor Gas provide the 155 
greater PY3 savings required to offset PY1 and PY2 shortfalls and meet the three-156 
year savings target.  Nicor Gas currently expects to spend over $67 million in 157 
PY3, or 27% above planned PY3 budgets, in order to achieve savings exceeding 158 
planned PY3 savings by 6.2 million therms or 30%. 159 

• The Commission’s Order in Docket No. 10-0562 also provided Nicor Gas with 160 
the flexibility to shift funds among programs, subject to requirements for 161 
notifying SAG or receiving Commission approval if shifts exceeded certain 162 
levels.  Nicor Gas utilized this flexibility to make a number of program 163 
adjustments.  For example, the small business program has far exceeded plan 164 
expectations, and budgets for this program will likely more than double planned 165 
amounts by the end of PY3.  On the other hand, the Retro-Commissioning 166 
program proceeded more slowly than originally planned, and is now expected to 167 
require only 55% of planned funding.   168 
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VI. MEETING THE STANDARDS OF THE ACT 169 

Q. Please summarize the Company’s proposed EEP, its second 3-year plan. 170 

A. In total, the proposed EEP calls for investment of almost $135 million by Nicor Gas, 171 

DCEO, and the large industrial customers choosing to self-direct their energy efficiency 172 

spending consistent with Section 8-104(m) of the Act.  The Nicor Gas and DCEO 173 

portfolios are projected to help customers save, at a minimum, 27 million net therms on 174 

an annual basis and investment by the Section 8-104(m) customers will produce 175 

additional savings.  DCEO has developed a separate plan describing its programs, 176 

budgets, and saving goals, and submitted it for Commission approval in Docket No. 13-177 

0499.   178 

Outside of DCEO’s activities, Nicor Gas plans to invest over $93 million through 179 

a comprehensive portfolio of programs that provide customers with extensive 180 

opportunities for participation.  The proposed EEP contains ten programs, including six 181 

designed for households and four crafted for businesses.  The programs are expected save 182 

21.5 million net therms on an annual basis; 301 million net therms over the lifecycles of 183 

the installed equipment; and involve participation by more than 200,000 customers 184 

installing over 400,000 energy efficiency measures.   185 

Nicor Gas Exhibit 1.1 contains the Nicor Gas Energy Efficiency Plan.  Table 2 of 186 

Nicor Gas Exhibit 1.1 provides annual goals and budgets for each program.  Nicor Gas 187 

Exhibit 1.1 also contains brief descriptions of each program and support function in 188 

Section 1, and more detailed program and support descriptions in Sections 2 through 4.   189 
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Q. Does the EEP fall within the maximum spending limits outlined in Sections 8-104(d) 190 

and 8-104(e)?   191 

A. Yes.  The EEP meets the requirement of Section 8-104(d) to limit the estimated average 192 

increase in the amounts paid by retail customers in connection with natural gas service to 193 

no more than 2% in the applicable 3-year reporting period.   194 

In addition, Section 8-104(e) requires that Nicor Gas utilize 75% of the total funds 195 

available, with the remaining 25% provided to DCEO for programs serving low income 196 

and governmental agency customers, as well as market transformation initiatives.  The 197 

Nicor Gas budgets defined in Nicor Gas Exhibit 1.1 reflect this 75% allocation and the 198 

separate plan filed by DCEO in Docket No. 13-0499 reflects their 25% share.  (Docket 199 

No. 13-0499, DCEO Ex. 1.1, at 13).   200 

Mr. Quick, in his testimony, provides more information on how the 2% spending 201 

limit was calculated and how costs were allocated between Nicor Gas and DCEO.  (Nicor 202 

Gas Ex. 4.0, 3:56-4:75). 203 

Q.   How does the funding available for the second EEP compare with funding for the 204 

first plan? 205 

A. Compared to the first plan, overall spending decreases by 17%.  This decline is driven by 206 

a lower revenue forecast for natural gas commodity sales.  Since Section 8-104(d) caps 207 

spending at 2% of estimated revenue, lower revenue forecasts translate into lower EEP 208 

funding.   209 

  Spending reductions from PY3 to Plan Year 4 (“PY4”) will be even larger.  In the 210 

second EEP, spending will average $31 million per year, with slightly higher spending of 211 
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$32 million in PY4 offset by spending of only $30 million in Plan Year 6 (“PY6”).  212 

Compared to the $67 million Nicor Gas currently plans to spend in PY3, PY4 funding 213 

decreases by more than 50%. 214 

Q. How will Nicor Gas fund DCEO programs, per the requirements of 215 

Section 8-104(e)?  216 

A. Pursuant to the requirements of Section 8-104(e), and consistent with the approach 217 

authorized by the Commission in Docket No. 10-0562, Nicor Gas will provide 25% of 218 

each year’s budget to DCEO.  As the Nicor Gas budget decreases from PY4 to PY6, 219 

DCEO’s funding will also decrease slightly.  DCEO’s funding from Nicor Gas includes 220 

$10.6 million in PY4, $10.4 million in Plan Year 5 (“PY5”) and $10.0 million in PY6.   221 

Q. Please describe the savings requirements for natural gas utilities defined in Section 222 

8-104(c). 223 

A. The Act defines savings requirements that are calculated as a percentage of calendar year 224 

2009 sales and that increase with each successive year.  For the second EEP, the Act 225 

defines combined savings targets—including DCEO savings—reaching 0.8% in PY4, 226 

1.0% in PY5, and 1.2% in PY6.  The Act assigns 20% of the savings target to DCEO, 227 

with the remaining 80% delivered by Nicor Gas, leaving Nicor Gas targets at 0.64% in 228 

PY4, 0.80% in PY5, and 0.96% in PY6.  The Act also allows Nicor Gas to meet savings 229 

goals for each individual year, or by meeting cumulative savings targets calculated 230 

starting at the beginning of PY1.   231 
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Q. Does the proposed EEP meet the minimum savings outlined in Section 8-104(c)? 232 

A. No.  The funding available within the Act’s maximum spending limits does not provide 233 

enough resources for Nicor Gas to achieve the savings outlined in Section 8-104(c).  My 234 

understanding is that the Act provides the Commission with the authority to approve 235 

modified savings goals set below those required by Section 8-104(c) if a utility 236 

demonstrates that the requirements cannot be achieved without exceeding the Section  237 

8-104(d) spending limits.  I recommend that the Commission use this authority to set 238 

modified goals for Nicor Gas.   239 

Q. What modified goals do you recommend the Commission adopt for Nicor Gas? 240 

A. I recommend that the Commission require Nicor Gas to meet three-year cumulative 241 

savings goals of 21.5 million net therms by the end of PY6, as shown in Table 2 of Nicor 242 

Gas Exhibit 1.1.  This goal is defined across the three-year planning period, which is 243 

consistent with the language of Section 8-104(c).  However, I recommend that the three-244 

year cumulative savings goal be measured from June 1, 2014 (the start of PY4) through 245 

May 31, 2017 (the end of PY6), rather than measuring from the start of PY1 as set forth 246 

in Section 8-104(c).  This approach will focus performance on this second EEP, simplify 247 

tracking, and not require performance to depend in any part on deviations from planned 248 

performance that occurred during the first EEP. 249 

Q. The Act requires that “the utility demonstrates by substantial evidence that it is 250 

highly unlikely that the requirements could be achieved without exceeding the 251 

applicable spending limits in any 3-year reporting period” in order for the 252 

Commission to approve modified goals.  220 ILCS 5/8-104(d).  What evidence does 253 

Nicor Gas provide to support its request? 254 
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A. The best evidence available is provided by Nicor Gas’ current EEP for delivering 255 

programs during PY3.  As I stated earlier, using the flexibility provided by the Act, Nicor 256 

Gas currently plans to spend $67 million in PY3, which is 216% of the average funding 257 

available during the second EEP.   258 

However, even at that level of funding in PY3, Nicor Gas expects to provide 259 

savings of only 27 million therms, or 0.62% of 2009 sales.  To meet the requirements of 260 

Section 8-104(c), Nicor Gas on its own (apart from additional savings delivered by 261 

DCEO) would need to create savings averaging 0.80% of 2009 sales during the second 262 

EEP period (calculated as Nicor Gas’ 80% share of the 1.0% combined Nicor Gas/DCEO 263 

goal averaged across the three plan years).  Given that Nicor Gas cannot meet these 264 

savings levels in PY3 spending more than twice that allowed by Section 8-104(d) for the 265 

second EEP, it is highly unlikely that the requirements could be achieved without 266 

exceeding the spending limits. 267 

The Commission came to a similar conclusion in its August 30, 2013 Report to 268 

the Illinois General Assembly Concerning Coordination Between Gas and Electric 269 

Energy Efficiency Programs and Spending Limits for Gas Utility Energy Efficiency 270 

Programs, which stated at page 24 that “the Commission expects that in the near future 271 

the gas utilities are unlikely to meet the unmodified savings requirements.”  The report 272 

identified “the significant decline in gas prices since the enactment of Section 8-104 in 273 

2009” as the primary factor driving this outcome.  Id. at 17. 274 
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Q. Does the EEP provide specific proposals to meet new building and appliance 275 

standards as required by Section 8-104(f)(2)?   276 

A. Yes.  The plan includes a Residential New Construction program as well as a Business 277 

New Construction program.  These programs each include funding for coordinated, 278 

statewide efforts among utilities and DCEO to help local municipalities better comply 279 

with Illinois building codes.  The plan will include training and funding to support local 280 

compliance resources. 281 

In addition, all programs in the EEP establish applicable building and appliance 282 

standards as minimum eligibility requirements for program enrollment and, in many 283 

cases, require customers to significantly exceed minimum standards in order to earn 284 

incentives.  The programs also educate customers and trade allies about building and 285 

appliance standards as part of ongoing communication efforts.   286 

Q. Has the Company calculated the estimated cost per therm of its EEP as required by 287 

Section 8-104(f)(3)?   288 

A. Yes.  These calculations are discussed in Mr. Quick’s direct testimony.  (Nicor Gas Ex. 289 

4.0, 4:81-88) 290 

Q. Has the Company coordinated with DCEO for the low income programs required 291 

by Section 8-104(f)(4)?   292 

A. Yes.  DCEO’s plan includes four programs targeting customers at or below 150% of the 293 

poverty level and with incomes at or below 80% of the area median income.  These 294 

include the Illinois Energy Efficient Affordable Housing Construction program, the 295 

Residential Retrofit program, the Energy Savers Multi-family Housing program, and the 296 
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Illinois Public Housing program.  DCEO’s plan submitted in Docket No. 13-0499 contains 297 

more detailed descriptions of these programs.   298 

In addition, Nicor Gas also coordinates several programs with DCEO to further 299 

meet the needs of this market.  A number of programs work cooperatively with DCEO to 300 

allow eligible customers and developers of new housing to access the more generous 301 

benefits offered by DCEO’s programs.  The Residential New Construction program has 302 

also provided services for several Habitat for Humanity projects, and the multi-family 303 

program provides services to some building owners renting to low income residents.  The 304 

code compliance components of the new construction programs will also apply to all new 305 

buildings, including housing for low and moderate income residents.  The Elementary 306 

Energy Education program is open to all schools and serves low income children in many 307 

communities.  Finally, the Behavioral Energy Savings program is available to all 308 

customers and requires no initial investment.  Nicor Gas is exploring approaches to tailor 309 

this program to rental and low-income markets.   310 

Q. Is the EEP cost-effective, as set forth in Section 8-104(f)(5)? 311 

A. Yes.  Section 8-104(f)(5) requires that Nicor Gas demonstrate that the overall portfolio of 312 

energy efficiency measures, not including low-income programs covered by Section  313 

8-104(f)(4), are cost-effective using the total resource cost (“TRC”) test.  Section  314 

8-104(b) defines the cost-effectiveness standard as being met when “the benefit-cost ratio 315 

is greater than one.”  The Nicor Gas portfolio has a TRC benefit-cost ratio of 1.34, 316 

meeting the standard and indicating that benefits exceed costs by 34%.  Overall, the 317 

portfolio is expected to deliver lifecycle net TRC benefits of over $40 million to Nicor 318 
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Gas customers.  The cost-effectiveness analysis and its results are more fully explained in 319 

the direct testimony of Mr. Chaudhry.  (Nicor Gas Ex. 3.0, 2:32-9:189). 320 

Q. Does the EEP meet the requirements for reporting and evaluation of the programs, 321 

as set forth in Section 8-104(f)(8)? 322 

A. Yes.  Nicor Gas budgeted 3% of total EEP spending to fund an independent evaluation, 323 

as shown in Table 2 of Nicor Gas Exhibit 1.1.  Nicor Gas will hire one or more external 324 

contractors to maintain responsibility for the independent evaluation.  Consistent with the 325 

Commission Order in Docket No. 10-0562, additional evaluation activities performed by 326 

Nicor Gas staff to coordinate with the independent evaluator are not included in the 327 

evaluation budget shown in Nicor Gas Exhibit 1.1.  These costs are instead included 328 

within the Portfolio Management function. 329 

As required by Section 8-104(f)(8), Nicor Gas also will continue to file quarterly 330 

status reports and to complete cost-effectiveness analyses, which will be reviewed and 331 

validated by the independent evaluator. 332 

VII. PLAN DEVELOPMENT OBJECTIVES  333 

Q. Given the drop in funding from PY3 to PY4-6, how did Nicor Gas arrive at final 334 

program budgets in the second EEP? 335 

A. In allocating available budgets to individual programs in this second EEP, Nicor Gas has 336 

developed a portfolio that provides substantial savings, but that also meets a number of 337 

additional objectives outlined in the Act that are important for long-term portfolio 338 

success.  Specifically, Nicor Gas balanced the following six planning objectives: 339 

• Budget; 340 
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• Cost-effectiveness; 341 

• Savings levels; 342 

• Fairness; 343 

• Market considerations; and 344 

• Risk management. 345 

Q. Please discuss the first objective, involving budgets. 346 

A. The 3-year portfolio budget must remain within the Section 8-104 limits of $93 million, 347 

although individual years can deviate from the annual 2% cap.  The Nicor Gas EEP 348 

spends slightly more in PY4 and slightly less in PY6 in order to smooth the transition to 349 

lower budgets for some programs. 350 

Q. Please discuss the second objective, involving cost-effectiveness. 351 

A. The Act requires that the overall portfolio of Nicor Gas programs be cost-effective under 352 

the TRC test.  Nicor Gas went beyond this statutory requirement to also analyze the cost-353 

effectiveness of individual programs and measures.  Nicor Gas used this information to 354 

adjust the portfolio, eliminating investment in some cost-ineffective measures and 355 

adjusting delivery approaches to improve program cost-effectiveness.   356 

However, Nicor Gas did not use the TRC test as a strict screening criterion at the 357 

program or measure level.  Two programs with TRC benefit cost ratios below 1.0—the 358 

Home Energy Savings program and Behavioral Energy Savings program—were 359 

maintained in the portfolio because they are important for meeting other program 360 

objectives.  Namely, they provide substantial sources of therm savings and they increase 361 

opportunities for all customers to participate.  In addition, as Mr. Weaver describes in his 362 
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direct testimony, it is important to maintain stability for these program implementation 363 

contractors and trade allies, since the programs may prove cost-effective in the future if 364 

new delivery approaches can lower program costs and if natural gas markets result in 365 

higher avoided costs.  (Nicor Gas Ex. 2.0, 23:512-24:519). 366 

A few measures with TRC benefit-cost ratios below 1.0 also were maintained in 367 

the EEP if they contributed to overall program success.  As described in Mr. Chaudhry’s 368 

testimony, some measures provide opportunities to interest customers in participation; 369 

others eliminate market confusion by simplifying overall program offerings; and others 370 

provide bundling opportunities that enhance participation in more cost-effective 371 

measures.  (Nicor Gas Ex. 3.0, 8:170-9:189). 372 

Q. Please address the third objective, involving savings levels. 373 

A. The Act establishes savings goals that are measured in “first year” or “annual” savings; 374 

that is, new savings added to the portfolio in each year of portfolio operation.  However, 375 

because some portfolio measures have very short lifetimes (e.g., behavior change 376 

measures that may last only one year) while others stay in place much longer (e.g., attic 377 

insulation has a useful life of 25 years), the first-year savings metric does not capture the 378 

full benefits associated with plan investments.  Several stakeholders in the SAG 379 

expressed interest in also understanding the lifecycle savings associated with each 380 

program.  Nicor Gas considered both lifecycle and annual savings in setting program 381 

budgets, generally favoring programs with low costs per lifecycle therm saved, but also 382 

including some programs with low costs per annual therm that could also help support 383 

other plan goals. 384 



 
Docket No. 13-0XXX 18 Nicor Gas Ex. 1.0 

Q. Please discuss the fourth objective, concerning fairness. 385 

A. The Act requires Nicor Gas to provide “a diverse cross section of opportunities for 386 

customers of all rate classes to participate.”  220 ILCS 5/8-104(f)(5).  Going beyond rate 387 

classes, Nicor Gas has also designed its portfolio to provide meaningful opportunities for 388 

all customers to participate, including large and small customers, owners and renters, 389 

customers in new construction and existing buildings, customers in the market to 390 

purchase new equipment, and customers interested in improving the efficiency of existing 391 

equipment, as well as a wide range of additional market segments. 392 

Q. Please discuss the fifth objective, concerning market considerations. 393 

A. In setting program budgets, Nicor Gas allocated relatively higher funding to programs 394 

driven by market forces, as opposed to programs that Nicor Gas controls—to some 395 

extent—through promotion and pricing policies.  These market driven programs include 396 

the two equipment rebate programs and the two new construction programs, which have 397 

volumes tied primarily to market forces around equipment failures and building 398 

construction. 399 

Q. Please discuss the final objective, concerning risk management. 400 

A. Nicor Gas developed budgets by projecting participation, rebates, and program delivery 401 

costs associated with each program.  Nicor Gas developed savings targets for each 402 

program by applying current evaluation information, including savings algorithms 403 

defined in the most recent version of the Illinois Technical Reference Manual (“TRM”), 404 

as well as consensus PY3 Net-to-Gross (“NTG”)  ratios developed through the SAG 405 

process.  However, future evaluations may result in new TRM algorithms or NTG ratios 406 
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that lower the savings available from the participation forecasts and budgets used to 407 

develop savings targets.  To mitigate these risks, Nicor Gas reduced NTG ratios by 10% 408 

to calculate final program and portfolio savings goals.   409 

Q. In setting portfolio budgets, could Nicor Gas have developed a portfolio that came 410 

closer to meeting the annual therm savings goals defined in Section 8-104(c)? 411 

A. Yes.  There are many possible ways to allocate the available budgets to different 412 

programs, and Nicor Gas could have made different choices resulting in higher therm 413 

savings.  As I stated earlier, I do not believe that a portfolio exists that would be likely to 414 

meet the savings targets in Section 8-104(c) without exceeding the spending limits of  415 

8-104(d).  However, portfolios could be developed that increase savings closer to the 416 

Section 8-104(c) requirements. 417 

Q. What is the reason Nicor Gas did not propose a portfolio with higher savings? 418 

A. Because portfolios that come closer to meeting the Act’s objectives for annual therm 419 

savings do not do as good a job as the Company’s proposed EEP in meeting the other 420 

objectives required by the Act that are important to long-term portfolio success.  For 421 

example, steam traps are one business measure that delivers therm savings at very low 422 

costs, and a portfolio with more resources dedicated to steam traps would deliver greater 423 

therm savings.  However, because overall budgets are limited by Section 8-104(c), 424 

additional investment in steam traps would need to be offset by reduced spending for 425 

other measures, leaving fewer resources available for programs offering a more diverse 426 

cross section of opportunities.  Since steam traps only apply to relatively large steam 427 

systems, increased spending in this area would not flow to the vast majority of Nicor Gas 428 
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customers; virtually all residential customers and those business customers heating with 429 

forced air or hot water systems have no steam trap applications in their facilities. 430 

Q. Do you believe that the proposed portfolio achieves a reasonable balance among the 431 

six Nicor Gas planning objectives?  432 

A. Yes.  Although Nicor Gas needed to make a number of qualitative judgments to balance 433 

the competing objectives, and while different people might apply different values in 434 

making these judgments, I believe the proposed portfolio is reasonable.  It delivers 435 

substantial therm savings while also meeting other objectives that are defined in the Act 436 

and are important for long-term portfolio success. 437 

VIII. POLICY AND OPERATING ISSUES 438 

Q. Please identify the policy and operating issues you will discuss in this section of your 439 

testimony. 440 

A. I will address the following topics: 441 

• Management flexibility; 442 

• Coordination with other utilities and market actors; 443 

• Stakeholder Advisory Group; 444 

• Evaluation Risk; 445 

• Adjustable savings goals; and 446 

• Fuel switching measures. 447 
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A. Management Flexibility 448 

Q. Please discuss the areas of management flexibility that are important to Nicor Gas 449 

for successful portfolio operation. 450 

A. As mentioned earlier in my testimony, the Act provides Nicor Gas the flexibility to: 451 

• set and manage budgets meeting the 2% spending limit across the three years 452 
covered by the EEP; 453 

• set and manage savings targets measured cumulatively across the three years 454 
covered by the EEP; and 455 

• manage spending and savings for the overall portfolio, rather than for individual 456 
programs and support functions. 457 

Q. In Docket No. 10-0562, how did the Commission direct Nicor Gas in carrying out 458 

these provisions of the Act? 459 

A. Consistent with Commission rulings in EEP dockets for other Illinois utilities, the 460 

Commission granted Nicor Gas substantial flexibility in managing the portfolio across 461 

the three years of the EEP and among different program activities.  In general, as long as 462 

Nicor Gas meets overall spending and savings requirements across the three-year plan 463 

period and across all programs in the portfolio, the Commission does not require 464 

additional authorization to adjust spending or savings for individual years or programs.  465 

However, in Docket No. 10-0562, the Commission also defined three conditions that 466 

Nicor Gas must meet in using this flexibility: 467 

• Nicor must fully discuss with the SAG, prior to initiating the change, any shift in 468 
the budget that results in a 20% or greater change to any program’s budget, or that 469 
eliminates or adds a program.   470 

• Nicor Gas cannot shift more than 10% of spending between residential and 471 
business sectors without Commission approval. 472 
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• Nicor Gas cannot modify its plans such that it no longer meets the statutory 473 
requirements for allocations to the low income and state and local government 474 
markets. 475 

Q. Do you recommend that similar conditions apply to Nicor Gas in managing its 476 

second EEP? 477 

A. Yes.  I believe that these conditions are reasonable and should be continued in this second 478 

EEP.  Nicor Gas’ experience with the SAG to date indicates that the notifications 479 

required by the first condition need not be unduly burdensome and can generate valuable 480 

feedback from stakeholders.   481 

While Nicor Gas has not needed to exercise the second condition to date, I 482 

support the requirement for Commission approval in shifting funds between residential 483 

and business sectors.  This approach is consistent with the “fairness” planning objective 484 

that Nicor Gas used in setting program budgets, and will ensure that different customers 485 

support the overall portfolio with similar funding levels. 486 

Finally, the third condition is required to maintain the statutory requirements 487 

related to allocations of funding between Nicor Gas and DCEO. 488 

B. Coordination with Other Utilities and Market Actors  489 

Q. Has Nicor Gas designed the proposed EEP to collaborate with electric utilities? 490 

A. Yes.  Nicor Gas has worked hard to integrate its programs wherever appropriate with 491 

Commonwealth Edison Company (“ComEd”) and municipal electric utilities.  Figure 1 of 492 

Nicor Gas Exhibit 1.1 identifies programs Nicor Gas expects to jointly operate with 493 

electric utilities.  Joint programs call for a high degree of partnership, including hiring 494 

joint implementation vendors, sharing administrative costs and, in some cases, offering 495 
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joint financial incentives to customers.  Nicor Gas has in place a number of joint 496 

operating agreements with ComEd and the Illinois Municipal Electric Association 497 

(“IMEA”), and the budgets included in Nicor Gas Exhibit 1.1 reflect the cost savings 498 

Nicor Gas currently achieves through these shared cost and rebate structures.   499 

Figure 1 also identifies coordinated programs where Nicor Gas cooperates with 500 

electric utilities in areas such as lead sharing, bundling of electric and gas prescriptive 501 

measures, and joint marketing, but at levels not requiring formal operating agreements.   502 

Overall, five of the ten Nicor Gas programs involve joint operation, three involve 503 

coordinated operation, one involves joint operation in one area (with coordinated 504 

operation in others), and one program (Behavioral Energy Savings) involves solitary 505 

operation by Nicor Gas.  In other words, nine of the ten programs involve direct 506 

collaboration with other Illinois utilities. 507 

Q. ComEd and Ameren Illinois both operate programs similar to the Nicor Gas 508 

behavior program.  Is Nicor Gas planning for joint operation with this program? 509 

A. No.  To date it has been simpler for contractors and customers to have Nicor Gas and the 510 

electric utilities manage these programs separately.  More specifically, our 511 

implementation contractors operate separate electric and natural gas programs that 512 

minimize systems integration issues because these programs involve sophisticated 513 

systems development tied into utility billing and accounting databases.  Because the 514 

programs also involve complex evaluation approaches, attribution issues also have been 515 

minimized by reducing customers participating in both gas and electric programs. 516 
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  However, in the future, to the extent that these issues can be overcome and joint 517 

operation would result in cost savings or other customer benefits, Nicor Gas will explore 518 

joint operation of this program as well. 519 

Q. Beyond electric utilities, does Nicor Gas plan to partner with other organizations to 520 

implement the EEP? 521 

A. Yes.  Nicor Gas currently leverages a number of additional partnerships to lower 522 

administrative costs, expand customer offerings or improve program operations, and the 523 

Company plans to extend these approaches into the second EEP. 524 

Although Nicor Gas does not share individual customers with the Integrys 525 

utilities, the EEP coordinates with some Integrys programs by distributing leads, creating 526 

joint marketing collateral, and sharing best practices.  The four Northern Illinois utilities 527 

(including Nicor Gas, the two Integrys utilities, and ComEd) also fully coordinate their 528 

multi-family offerings, relying on one implementation contractor and aligning measure 529 

eligibility requirements, rebates, marketing collateral, outreach to trade allies and 530 

property managers, and other delivery features.   531 

Beyond specific program offerings, Nicor Gas also coordinates with the other 532 

utilities and DCEO in delivering a number of support activities.  For example, the utilities 533 

and DCEO have jointly sponsored the Illinois Energy Efficiency Expo and the Illinois 534 

Better Buildings, Better Business Conference, as well as a number of joint trade ally 535 

workshops.   536 

Nicor Gas also partners with a number of non-utility organizations.  For example, 537 

a number of Nicor Gas programs leverage the federal ENERGY STAR brand to set 538 
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program eligibility requirements.  The Home Energy Savings program is also an Illinois 539 

Home Performance Program Provider, leveraging the certification this program offers to 540 

homeowners meeting certain savings standards.  Nicor Gas also coordinates with 541 

DCEO’s Smart Energy Design Assistance Center to share business customer leads.  542 

Nicor Gas also partnered with DCEO to provide the funding for the IMEA partnerships 543 

creating joint residential programs with the municipal electric utilities.  Finally, a number 544 

of Nicor Gas programs also coordinated with the rebate, financing, and information 545 

programs offered by Energy Impact Illinois, an intergovernmental agency created to 546 

manage funds available through the American Recovery and Reinvestment Act.  547 

Although these funds have expired, to the extent that similar federal initiatives occur in 548 

the future, Nicor Gas will explore additional opportunities for program coordination. 549 

  Nicor Gas is also active in a number of regional and national energy efficiency 550 

organizations, allowing the Company to keep abreast of industry best practices and 551 

participate in joint program development.  These organizations include, among others, the 552 

Midwest Energy Efficiency Alliance (“MEEA”), E Source, the Association of Energy 553 

Service Professionals, the Consortium for Energy Efficiency, the Building Performance 554 

Institute, the United States Green Building Council, the Energy Solutions Center, the 555 

American Gas Association, and the Gas Technology Institute.  Nicor Gas also 556 

participates in conferences and other industry events managed by other organizations.   557 

Q. If the other utilities’ EEPs are approved on a different timeline than the Nicor Gas 558 

EEP, what are the consequences? 559 

A. Timing of program launch is critical to the success of the portfolio and, to the extent that 560 

the approval of the Nicor Gas EEP is delayed relative to its partners, there will be 561 
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consequences for the Company’s partners as well as for Nicor Gas.  As discussed in the 562 

Company’s Petition, Nicor Gas requests a review period that mirrors the schedule defined 563 

in Section 8-103(f) of the Act for ComEd and Ameren Illinois.  Verified Petition at 5, ¶ 564 

11.  Since the electric utilities filed one month before Nicor Gas, the Company requests 565 

that the Commission follow the same five-month timeline to provide a decision by no 566 

later than March 1, 2014.  This approach will help all the joint and coordinated programs 567 

achieve their implementation and savings targets, and provide their full planned benefits 568 

to joint customers.   569 

C. STAKEHOLDER ADVISORY GROUP 570 

Q. In Docket No. 10-0562, what direction did the Commission provide to Nicor Gas 571 

regarding stakeholder involvement? 572 

A. Consistent with Orders in EEP dockets for other Illinois utilities, the Commission 573 

directed Nicor Gas to participate in a Stakeholder Advisory Group to allow consumer and 574 

environmental stakeholders to “share their expertise and collaborate with the Company.”  575 

Docket No. 10-0562, Final Order at 43.  The Commission also directed that the natural 576 

gas efficiency program SAG be structured to facilitate coordination with the electric SAG 577 

already in existence.  Id.  Importantly, the Commission determined that it was not 578 

appropriate to extend decision-making authority to the natural gas SAG.  Id. 579 

Q. Does Nicor Gas seek similar direction from the Commission relating to Nicor Gas’ 580 

continued SAG participation? 581 

A. Yes, in part.  In practice, the natural gas and electric SAGs have been addressing nearly 582 

identical issues, and so have moved from coordination to full integration over the last few 583 

years.  Thus, the Commission’s direction in this proceeding should reflect Nicor Gas’ 584 
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participation in a combined electric and natural gas utility SAG, which is a minor 585 

modification to the Commission’s decision in Docket No. 10-0562.   586 

I also strongly recommend that the Commission maintain the SAG as an advisory 587 

body only, without decision-making authority.  Since the ultimate responsibility for 588 

complying with the Act rests with Nicor Gas, and since failure to meet performance 589 

targets could result in financial penalties to the Company, it would be unreasonable to 590 

grant the SAG decision-making authority.  For example, if a SAG decision overrode a 591 

Nicor Gas management recommendation, but resulted in lower program participation, 592 

Nicor Gas would still be held accountable for poor program performance.  Similarly, if 593 

the SAG became deadlocked on an issue, it would prevent the Company from taking 594 

corrective action, and this could also lead to poor program performance and, ultimately, 595 

responsibility and potential penalties for Nicor Gas.   596 

D. EVALUATION RISKS 597 

Q. What are the risks faced by Nicor Gas in managing the EEP portfolio to meet the 598 

savings goals that will be adopted by the Commission in this proceeding? 599 

A. The risks include two broad groups:  delivery risk and evaluation risk.  Delivery risks are 600 

associated with achieving the participation targets outlined in the EEP within the allowed 601 

budgets.  Evaluation risks arise when future evaluation results differ from the planning 602 

assumptions used to develop EEP savings estimates. 603 

Q. How does Nicor Gas manage delivery risks? 604 

A. Nicor Gas uses a number of management approaches, beginning with a procurement 605 

process that helps us select the best vendors at the most competitive prices.  Nicor Gas 606 
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also implements:  information and accounting systems to track performance metrics; 607 

program management and planning systems to adjust strategies, goals, and budgets to 608 

reflect market changes; marketing strategies to spur customer demand; and quality 609 

assurance systems to share best practices.  As I mentioned earlier in my testimony, the 610 

flexibility provided to Nicor Gas by the Act and the Commission Order in Docket No. 611 

10-0562 have been crucial in helping Nicor Gas manage these delivery risks.  Input 612 

provided by stakeholders and other utilities in the SAG have also been helpful in 613 

managing delivery risks. 614 

Q. How does Nicor Gas manage evaluation risks? 615 

A. These can be more difficult to manage, since evaluation results are not developed until 616 

after the end of the plan year, and when evaluation results differ from plan assumptions, 617 

the differences are often caused by simple statistical variations in participant 618 

characteristics rather than Nicor Gas’ management approaches.  However, the 619 

Commission has provided Nicor Gas with a number of tools to help mitigate evaluation 620 

risks.  The Illinois NTG Framework the Commission approved in Docket No. 10-0562 621 

allows NTG results developed after the plan year, in some cases, to only apply 622 

prospectively in future years.  Although the rehearing before the Commission relating to 623 

TRM policies has not yet concluded in Docket No. 13-0077, parties in that docket agree 624 

that, in most cases, the TRM should ensure that the algorithms and assumptions driving 625 

gross unit savings calculations are defined in advance and that changes to the TRM are 626 

applied only prospectively.  See, e.g., Docket No. 13-0077 (Final Order, Mar. 27, 2013). 627 
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Q. With these tools in place, does Nicor Gas continue to face evaluation risks? 628 

A. Yes.  As Mr. Weaver describes more fully in his testimony (Nicor Gas Ex. 2.0, 21:460-629 

65), while the NTG Framework and TRM policies may lessen risks, substantial risks 630 

remain.  The current NTG Framework allows for prospective application of evaluation 631 

results in some cases, but also requires retrospective application of NTG results in some 632 

cases.  (Id. at 18:387-90).  Furthermore, measures not covered by the TRM are subject to 633 

retrospective evaluation.  For Nicor Gas, measures not covered by the TRM represent 634 

over 40% of projected savings in the second EEP.   635 

In addition, when downward evaluation adjustments do occur, they lower the 636 

savings available from the participation forecasts and budgets that Nicor Gas used to 637 

establish savings goals in this proceeding.  To offset lower savings resulting from 638 

downward evaluation adjustments, Nicor Gas would need to increase participation.  639 

However, the statutory budget caps established by Section 8-104(d) limit Nicor Gas’ 640 

ability to increase budgets to accommodate additional participants.  This severely limits 641 

Nicor Gas’ ability to manage these evaluation risks.  As Mr. Weaver puts it in his 642 

testimony, the current policies allow Nicor Gas to know exactly how big a hole it has 643 

been placed in, but do not provide the ladder required to climb out.  (Nicor Gas Ex. 2.0, 644 

21:465-67).    645 

Q. You mention only downward changes, but the NTG framework and TRM policies 646 

could both result in upward changes as well.  Do these upward changes offset the 647 

risks posed by the downward changes? 648 

A. No.  Nicor Gas’ history to date has shown that evaluation adjustments are not 649 

symmetrical and have produced larger downward adjustments.  For example, PY1 NTG 650 
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evaluations significantly lowered portfolio-wide savings, even though NTG results for 651 

some individual programs were higher than the values used to establish savings goals for 652 

the first EEP.   653 

  More importantly, as Mr. Weaver describes more fully in his testimony, because 654 

the outcomes resulting from downward and upward adjustments are not symmetrical—655 

Nicor Gas faces a $600,000 penalty for failing to achieve the savings goals, but receives 656 

no corresponding reward for exceeding the goals—prudent risk management calls for 657 

Nicor Gas to address this downside risk.  (Nicor Gas Ex. 2.0, 9:189-10:199). 658 

Q. Can you provide an example of the kind of evaluation adjustments Nicor Gas has 659 

faced to date? 660 

A. Yes.  The Business Custom program provides a good example.  The independent 661 

evaluator estimated the PY1 NTG ratio for the program at 53%, which lowered program 662 

savings by 34% compared to the NTG assumption used to set the savings goals approved 663 

by the Commission in Docket No. 10-0562.  The Custom program was the largest 664 

program in the first EEP, representing almost a quarter of total portfolio savings, and the 665 

change to this one NTG assumption, if applied across all three years of the first plan, 666 

would have lowered portfolio savings by 8% or 3.2 million therms.  To put this in 667 

perspective, 9 of the 13 programs approved in the first Nicor Gas EEP had savings goals 668 

below 3.2 million therms, and the 6 smallest programs in the first EEP—in total—were 669 

only projected to save 2.4 million therms.   670 
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Q. How does the Nicor Gas Business Custom program compare to other similar 671 

programs offered in Illinois? 672 

A. Nicor Gas uses a program design that is essentially identical to those offered by other 673 

Illinois utilities.  However, evaluations of the other programs have resulted in NTG ratios 674 

ranging from 0.61 to 0.75; values exceeding the Nicor Gas results by 15% to 42%.  These 675 

NTG differences are not driven by program design factors under the control of Nicor 676 

Gas, but instead seem to represent pure statistical variation.  It is unreasonable to place 677 

evaluation risks of this magnitude on Nicor Gas, especially when those risks are driven 678 

by variables beyond the scope of utility management decisions. 679 

Q. What approaches do you recommend the Commission adopt in this proceeding to 680 

provide Nicor Gas with the additional tools necessary to mitigate unreasonable 681 

evaluation risks? 682 

A. I recommend that the Commission adopt the comprehensive risk management approach 683 

described by Mr. Weaver in his testimony.  (See Nicor Gas Ex. 2.0, 10:201-16:353).  It 684 

includes the following components: 685 

• The revised Illinois NTG Framework recommended by Mr. Weaver. 686 

• Savings goals that will be adjusted after the start of the EEP to remain current 687 
with NTG and TRM assumptions that also occur after the start of the EEP (and as 688 
discussed below). 689 

• Savings goals that include a residual risk adjustment to compensate for remaining 690 
evaluation risk. 691 

Q. Are you recommending that the Commission shield Nicor Gas from all performance 692 

risks associated with its energy efficiency portfolio? 693 
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A. No.  As I mentioned previously, Nicor Gas still retains substantial delivery risks in 694 

achieving the savings goals that will be adopted in this proceeding.  However, I believe it 695 

is appropriate for the Commission to shield Nicor Gas from evaluation risks by adopting 696 

the risk management approach described by Mr. Weaver, because these evaluation risks 697 

are beyond the management control of Nicor Gas.   698 

E. ADJUSTABLE SAVINGS GOALS 699 

Q. Earlier in your testimony, you recommended that the Commission adopt modified 700 

savings goals for Nicor Gas in this second EEP.  Do you have any additional 701 

recommendations for the Commission regarding how those savings goals should be 702 

established and measured during the second EEP? 703 

A. Yes.  I recommend that the Commission establish savings goals that will be adjusted after 704 

the start of the second EEP to remain current with changes in evaluation assumptions that 705 

also occur after the start of the second EEP.   706 

Q. Has the Commission adopted adjustable savings goals for other utilities in previous 707 

EEP proceedings? 708 

A. Yes.  In Docket No. 10-0570, the Commission adopted adjustable savings goals in 709 

approving ComEd’s second EEP.  Commonwealth Edison Co., Docket No. 10-0570 710 

(Final Order, Dec. 21, 2010) at 46-47.  In that case, the Commission created savings 711 

goals for ComEd that changed for each year of the three-year plan to reflect changes in 712 

one evaluation input for the Residential Lighting program, which represented over 20% 713 

of ComEd’s total plan savings.  Id.  My recommendation is consistent with the approach 714 

the Commission adopted in this docket but expands upon the approach. 715 
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Q. As background, please provide a framework for the evaluation inputs used to 716 

calculate savings performance. 717 

A. While Illinois independent evaluators use a range of approaches and assumptions to 718 

calculate savings for individual measures and programs, evaluators generally calculate 719 

savings as the product of three factors:  participation; gross unit savings; and NTG ratio.  720 

Participation counts the number of measures installed through the program; gross unit 721 

savings measure average savings for each installed measure, regardless of program 722 

influence on customer installation decisions; and the NTG ratio adjusts savings to reflect 723 

program influence. 724 

Q. In your proposal, which evaluation inputs would be modified to calculate adjusted 725 

savings goals after the start of the second EEP? 726 

A. I recommend that all NTG ratios and gross unit savings for measures covered by the 727 

TRM be modified to reflect final NTG evaluations and updated TRM algorithms 728 

available by March 1 prior to the start of each plan year. 729 

Q. How do you recommend the adjustments be calculated? 730 

A. As a starting point, I recommend that the Commission approve the values provided in 731 

Nicor Gas Exhibit 1.2, which identifies the participation, gross unit savings and NTG 732 

inputs that will be used to calculate adjusted goals each year.  These values were used by 733 

Nicor Gas to develop savings goals for each program and for the overall 21.5 million net 734 

therm goal that I recommend the Commission adopt in this proceeding.   735 

  I recommend that adjusted savings goals be calculated for each plan year by 736 

applying appropriate adjustments to the values in Nicor Gas Exhibit 1.2 to account for 737 
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changes in TRM algorithms and NTG ratios.  TRM and NTG changes finalized by March 738 

1 would be applied to calculate adjusted savings goals for the following plan year.   739 

Q. How does your proposal differ from the one that the Commission authorized for 740 

ComEd in Docket No. 10-0570? 741 

A. The ComEd approach is limited to one measure in one program, and only includes 742 

adjustments for changes in NTG results.  In addition, the settlement agreement reached in 743 

Docket No. 10-0570 placed a limit on the magnitude of any downward adjustments.  744 

Docket No. 10-0570, Final Order at 53.  However, my proposed adjustments are 745 

mathematically identical to the ComEd approach. 746 

Q. Why do you believe that it is appropriate to expand the evaluation adjustments 747 

from the more limited approach adopted by the Commission for ComEd? 748 

A. I believe that the underlying rationale for the lighting adjustment—that changing NTG 749 

values place unreasonable risks on utilities—applies to all programs and so there is no 750 

need to single out one program for special treatment.  Similarly, since the risks created by 751 

TRM algorithms that change after the start of the EEP are similar to those posed by 752 

changing NTG values, I believe that these should also be mitigated by a similar 753 

mechanism and calculated using the consistent, unified framework that I have outlined. 754 

Q. You indicated earlier that Nicor Gas calculated its savings goals by applying a 10% 755 

reduction to NTG inputs to mitigate the downside evaluation risks posed by 756 

potential changes to TRM or NTG results.  With your proposed adjustable saving 757 

goals, will these downside risks go away? 758 



 
Docket No. 13-0XXX 35 Nicor Gas Ex. 1.0 

A. No, not entirely.  Nicor Gas will still face evaluation risks from measures not covered by 759 

the TRM, but the risks will decrease substantially.  In light of this, if the Commission 760 

approves my recommendations for adjustable savings goals, as well as Mr. Weaver’s 761 

revised NTG framework, I recommend that savings goals should be recalculated to 762 

remove the 10% residual risk adjustment factors applied to the NTG ratios.  This would 763 

increase three-year savings goals from 21.5 to 23.9 million therms.  Savings for each 764 

program and for each year would also increase by the same proportion.  While some 765 

residual evaluation risk would remain, Nicor Gas is prepared to accept that risk in return 766 

for the substantial risk protection offered by the revised NTG framework and the 767 

adjustable savings goals. 768 

F. FUEL SWITCHING MEASURES 769 

Q. With Public Act 98-0090, the 98th Illinois General Assembly changed the definition 770 

of energy efficiency in Section 8-104(b) of the Act.  Please describe this change. 771 

A. Prior to the enactment of 98-0090, the Act defined energy efficiency for natural gas 772 

utilities as “measures that reduce the amount of energy required to achieve a given end 773 

use.”  Public Act 98-0090 expanded this definition to “also include measures that reduce 774 

the total Btus of electricity and natural gas needed to meet the end use or uses.”  Public 775 

Act 98-0090 also inserted identical language into Section 1-10 of the Illinois Power 776 

Agency Act, which defines energy efficiency for electric utility programs. 777 
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Q. How will this change affect the range of energy efficiency measures that Nicor Gas 778 

offers to its customers?  779 

A. I believe that the Legislature made this change to explicitly allow electric and natural gas 780 

utilities to promote fuel switching measures that replace systems using one fuel—say 781 

electricity—with more efficient systems using a different fuel—say natural gas.  Fuel 782 

switching measures can reduce overall energy use—total Btus—although the measures 783 

might also increase on-site energy use for one of the fuels.  The term “source energy” 784 

sometimes is used interchangeably with “total Btus,” since an appropriate calculation of 785 

total Btus for end use electricity takes into account fuel use at the source of electricity 786 

production.  787 

Q. Please provide some examples of measures that should be covered by this expanded 788 

definition. 789 

A. Combined heat and power (“CHP”) systems, also known as cogeneration systems, are 790 

units that simultaneously generate electricity and useful heat within end user facilities.  791 

They are highly efficient since they capture the waste heat that is usually lost by standard 792 

electrical generators.  CHP systems can have overall efficiencies as high as 80%, which 793 

greatly exceeds the 33% efficiency found on many older electrical generators, and even 794 

the 50% efficiencies achieved by newer combined cycle units.  And since CHP systems 795 

are co-located where there are electric loads, they also eliminate additional transmission 796 

and distribution losses.  However, while CHP systems decrease total Btu requirements, 797 

they often result in higher on-site natural gas usage. 798 
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  Other fuel switching examples include natural gas space and water heating 799 

systems replacing electric resistance systems, or the highest efficiency electric heat 800 

pumps and heat pump water heaters replacing natural gas systems. 801 

Q. Would promotion of fuel switching measures support the energy policies of the 802 

United States and the State of Illinois? 803 

A. Yes.  For example, President Obama’s Executive Order from August 30, 2012 creates a 804 

national goal of 40 gigawatts of new CHP capacity by 2020.  In addition, the Illinois 805 

Climate Change Advisory Group recommended that Illinois begin offering financial 806 

incentives to promote CHP as one of the strategies required to meet the Governor’s 807 

statewide greenhouse gas reduction goals. 808 

Q. Has Nicor Gas included fuel switching measures in its proposed EEP? 809 

A. Yes.  While Nicor Gas has not developed a separate fuel switching program, the Business 810 

Custom and Business New Construction programs contain enough flexibility to allow for 811 

the promotion of CHP systems, geothermal heat pumps, and other fuel switching 812 

measures.  Since these program designs include site-specific energy assessments of 813 

unique measures, they easily accommodate calculations of total Btu requirements.  If 814 

appropriate, the rebate structures and other delivery features in these programs could also 815 

be adjusted to the specific market barriers facing fuel switching measures. 816 

Q. Has Nicor Gas included specific participation targets or savings goals for fuel 817 

switching measures in these programs? 818 

A. No.  At this stage, I do not believe it is necessary to break down the programs by specific 819 

measure.  Budgets allocated to these programs have not been set with specific targets for 820 
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any individual measures—be they fuel switching or standard energy efficiency 821 

measures—so it would be inappropriate to set aside budgets for fuel switching measures.  822 

As long as budgets and program designs are broad enough to accommodate fuel 823 

switching applications, I believe that is sufficient to meet the provisions of Section  824 

8-104(b) at this stage. 825 

Q. Has an approach been developed in Illinois or other states to help natural gas and 826 

electric utilities design joint programs, share rebates and program costs, and define 827 

calculations for allocating electric and natural gas savings with respect to fuel 828 

switching opportunities? 829 

A. Yes, there have been ongoing efforts.  The National Governors Association (“NGA”) 830 

convened a series of Policy Academy meetings titled Enhancing Industry through Energy 831 

Efficiency & Combined Heat & Power beginning in the fall of 2012.  The goal of the 832 

Policy Academy was in part to “identify regulatory mechanisms to advance the use of 833 

CHP in the industrial and large institutional sectors in Illinois” and, ultimately, to create 834 

an action plan for the Governors of the five participating states, which included Illinois, 835 

Alabama, Arkansas, Iowa, and Tennessee.  The action plan was designed to provide 836 

strategies and actions that the governors of each state could consider.  The Illinois 837 

representatives included participants from the Illinois Environmental Protection Agency, 838 

Office of the Governor, Nicor Gas, Peoples Gas, North Shore Gas, ComEd, Ameren 839 

Illinois, DCEO, University of Illinois at Chicago (“UIC”) and MEEA.  During these 840 

meetings, various strategies were discussed that included approaches and ideas of how 841 

CHP programs could be coordinated between gas and electric utilities.   842 
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Q. Have those ideas been developed in Illinois to your knowledge? 843 

A. Yes.  DCEO incorporated some of the Policy Academy strategies in the CHP program 844 

included in the DCEO filing in Docket No. 13-0499.  DECO also sponsored a well-845 

attended CHP Workshop on June 5, 2013 in Chicago to expand on the work of the Policy 846 

Academy.  Furthermore, John Cuttica, the Director of the UIC Energy Resources Center, 847 

who was involved in the Policy Academy, also provided comments to the Commission’s 848 

Joint Electric and Gas Policy Committee Meeting on July 31, 2013 articulating some of 849 

these same ideas.   850 

Q. Has Nicor Gas developed a specific approach to coordinate with other electric 851 

utilities to design joint programs, share rebates and program costs, and define 852 

calculations for allocating electric and natural gas savings with respect to fuel 853 

switching opportunities? 854 

A. No, not at this stage.  But I believe these approaches could be developed by building on 855 

the methods Nicor Gas, ComEd, and the other Illinois utilities already use to deliver other 856 

joint programs, as well as the ideas developed through the NGA Policy Academy.  857 

Successful program delivery approaches would likely require standard analysis tools and 858 

assumptions for calculating total Btu usage and cost-effectiveness.  Cost sharing 859 

approaches could leverage the framework Nicor Gas and ComEd have already developed 860 

to share costs for measures within broader programs.  While allocating savings for fuel 861 

switching measures would break new ground in Illinois, I believe that approaches could 862 

be developed by translating all savings into source Btus, and then converting source Btus 863 

back into associated electricity or natural gas savings. 864 
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  In addition, joint utility offerings could build on approaches included in the 865 

separate Combined Heat and Power program included in the DCEO plan.  The DCEO 866 

program outlines a number of key design elements, including rebate levels and delivery 867 

strategies, as well as approaches for sharing costs and savings between DCEO’s electric 868 

and natural gas programs. 869 

I recommend that the Commission direct that all stakeholders continue to work 870 

together in the SAG to develop approaches required for delivering fuel switching 871 

measures that are consistent with the provisions of 8-104(b). 872 

IX. SUMMARY OF REQUESTED FINDINGS 873 

Q. Please summarize the Company’s requests to the Commission in this proceeding. 874 

A. Regarding the proposed EEP, the Commission should approve the programs, budgets, 875 

savings, and other features of the proposed EEP in Nicor Gas Exhibit 1.1. 876 

Regarding savings goals, the Commission should require Nicor Gas to meet 877 

three-year cumulative savings goals of 21.5 million net therms.  In addition, the three-878 

year cumulative savings goal should be measured from June 1, 2014 through May 31, 879 

2017. 880 

  Regarding management flexibility, the Commission should allow Nicor Gas the 881 

flexibility to manage program budgets and savings across the three years of the EEP and 882 

across the different programs within the EEP.  Further, the Commission should adopt the 883 

three conditions on flexibility it required in Docket No. 10-0562, namely: 884 

• Nicor Gas must fully discuss with the SAG, prior to initiating the change, any 885 
shift in the budget that results in a 20% or greater change to any program’s 886 
budget, or that eliminates or adds a program.   887 
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• Nicor Gas cannot shift more than 10% of spending between residential and 888 
business sectors without Commission approval. 889 

• Nicor Gas cannot modify its plans such that it no longer meets the statutory 890 
requirements for allocations to the low income and state and local government 891 
markets. 892 

Regarding coordination with other utilities and market actors, the Commission 893 

should provide an Order in this docket by March 1, 2014 to be consistent with the five-894 

month schedule required for approval of electric utility plans by Section 8-103(f) of the 895 

Act.   896 

Regarding the Stakeholder Advisory Group, the Commission should direct Nicor 897 

Gas to participate in a combined electric and natural gas SAG, but should continue to find 898 

that extending decision-making authority to this group is not appropriate.   899 

Regarding evaluation risk, the Commission should adopt the comprehensive risk 900 

management approach recommended by Mr. Weaver, including his recommendations for 901 

a revised NTG framework, the adjustable savings goals I recommend earlier in my 902 

testimony, and, if necessary, savings goals that include a residual risk adjustment to 903 

compensate for any remaining evaluation risk. 904 

Regarding adjustable savings goals, the Commission should establish savings 905 

goals that will be adjusted after the start of the EEP to remain current with changes in 906 

TRM and NTG assumptions that also occur after the start of the EEP.  In addition, the 907 

Commission should approve the values provided in Nicor Gas Exhibit 1.2 to be used by 908 

Nicor Gas as the starting point for calculating adjusted savings goals.  If the Commission 909 

accepts the request for adjustable savings goals, the Commission also should increase the 910 

three-year savings goals for the Nicor Gas EEP to 23.9 million therms.   911 
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Regarding fuel switching measures, the Commission should direct that all 912 

stakeholders continue to work together in the SAG to develop approaches required for 913 

delivering fuel switching measures that are consistent with the provisions of 8-104(b). 914 

X. CONCLUSION 915 

Q. Does this conclude your direct testimony? 916 

A. Yes. 917 


	I. INTRODUCTION
	II. PURPOSE OF TESTIMONY AND SUMMARY OF CONCLUSIONS
	III. BACKGROUND AND EXPERIENCE
	IV. ITEMIZED ATTACHMENTS
	V. NICOR GAS ENERGY EFFICIENCY ACTIVITY TO DATE
	VI. MEETING THE STANDARDS OF THE ACT
	VII. PLAN DEVELOPMENT OBJECTIVES
	VIII. POLICY AND OPERATING ISSUES
	A. Management Flexibility
	B. Coordination with Other Utilities and Market Actors
	C. STAKEHOLDER ADVISORY GROUP
	D. EVALUATION RISKS
	E. ADJUSTABLE SAVINGS GOALS
	F. FUEL SWITCHING MEASURES

	IX. SUMMARY OF REQUESTED FINDINGS
	X. CONCLUSION

