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I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. James J. Jerozal Jr., 1844 Ferry Road, Naperville, Illinois 60563-9600. 3 

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

A. I am the Managing Director - Energy Efficiency for Northern Illinois Gas Company d/b/a 5 

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

Q. Are you the same James J. Jerozal Jr. that provided direct testimony in this matter? 7 

A. Yes. 8 

II. ITEMIZED ATTACHMENTS 9 

Q. Are you submitting any exhibits with your rebuttal testimony? 10 

A. Yes.  I am sponsoring, and have attached hereto, three exhibits:   11 

 Nicor Gas Exhibit 4.1, which is a spreadsheet of data that I relied upon in calculating 12 

the figures that appear in Section IV of my testimony; 13 

 Nicor Gas Exhibit 4.2, which is a copy of the Company’s narrative response to 14 

Illinois Commerce Commission (“Commission”) Staff (“Staff”) data request BCJ 15 

3.14; and 16 

 Nicor Gas Exhibit 4.3, which is a copy of the Company’s narrative response to Staff 17 

data request BCJ 5.08. 18 

III. PURPOSE OF TESTIMONY 19 

Q. What is the purpose of your rebuttal testimony? 20 

A. The purpose of my rebuttal testimony is to respond to one of the adjustments to the 21 

Company’s reconciliation of Rider 30 – Energy Efficiency Plan Cost Recovery (“Rider 22 

30”) expenses proposed in the direct testimony of Staff witness, Ms. Burma C. Jones.  23 

(Jones Dir., Staff Ex. 1.0 (Rev.)).  Specifically, I will address Ms. Jones’ 24 

recommendation to disallow a portion of the cost of the Company’s strategic marketing 25 



 

Docket No. 12-0601 Page 2           Nicor Gas Ex. 4.0 

partnership contract with the Chicago Fire Soccer Club (“Chicago Fire”); an amount she 26 

believes is the implied value for the use of the Second Star Club (“SSC”).  My testimony 27 

explains why this proposed adjustment is incorrect and why the Commission should not 28 

adopt it.    29 

IV. RESPONSE TO PROPOSED BEHAVIORAL ENERGY SAVINGS PROGRAM 30 

AND PORTFOLIO MARKETING DISALLOWANCE 31 

A. BENEFITS OF THE USE OF THE SSC  32 

Q. Ms. Jones states that an implied cost for the use of the SSC should be disallowed 33 

because, in her opinion, the use of the SSC provides “little, if any benefit, to the 34 

ratepayers who are paying for them.”  (Jones Dir., Staff Ex. 1.0 (Rev.), 6:125-128).  35 

What does Ms. Jones’ opinion appear to be based upon? 36 

A. It appears that Ms. Jones’ proposed disallowance is solely her opinion and is based upon 37 

simple metrics of the implied cost for the use of the SSC and the number of participants 38 

using the SSC.  (Id. at 6:125-139).  Ms. Jones also disapproves of using ratepayer-39 

supplied funds for people “who are already benefiting” from the Company’s Energy 40 

Efficiency Plan (“EEP”), such as implementation contractors and trade allies, and “to 41 

Nicor Gas’ EEP staff.”  (Id. at 7:162-8:168). 42 

Q. Is Ms. Jones’ opinion correct? 43 

A. No.  As set forth below, the Company has demonstrated EEP-related benefits associated 44 

with the use of the SSC.  Moreover, Ms. Jones does not cite to any provision of the 45 

Public Utilities Act (the “Act”) or other authority to support her position.  46 
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Q. How did Nicor Gas use the SSC to promote energy efficiency? 47 

A. Nicor Gas used access to the SSC to promote energy efficiency with representatives from 48 

large customers in the business community.  The connection between the use of the SSC 49 

and the promotion of energy efficiency with these customers is described in the 50 

Company’s “Rider 30 Energy Efficiency Program Report for PY1” as follows: 51 

In addition to these direct customer facing outreach efforts through the 52 

Fire…, the EEP Implementation Contractors were engaged to create a 53 

business-facing relationship with companies who are partners or support 54 

the Fire….  This business facing effort includes building awareness with 55 

companies about the EEP Business Programs, how they can participate, 56 

and where they can further promote the EEP among their employees. 57 

In these efforts through the Fire…, the EEP provides both a residential 58 

customer and business customer facing opportunity to participate in the 59 

behavior change programs, as well as create leads and projects in the 60 

business programs serving as an acquisition channel for all customer target 61 

audiences. 62 

(Nicor Gas Ex. 2.1, at 20). 63 

The connection between the use of the SSC and the promotion of energy 64 

efficiency also is explained in the Company’s response to Staff data request BCJ 3.14:  65 

The stadium club referenced in the Company’s agreement with the 66 

Chicago Fire … has been named the “Second Star Club” by the Chicago 67 

Fire.  Customers, implementation contractors and trade allies were invited 68 

to attend Chicago Fire games with the purpose of continuing to build 69 

business relationships and identify potential projects for Nicor Gas’ 70 

Energy Efficiency Program (“Nicor Gas’ EEP”).  Program implementation 71 

contractors and trade allies found value in inviting customers and key 72 

decision makers to games as the venue provided an informal environment 73 

to discuss, educate and promote the value of participating in Nicor Gas’ 74 

EEP.  In addition to affording an opportunity to build new relationships, it 75 

also provided for the further development of current relationships, 76 

refinement of program offerings and needed feedback on how Nicor Gas’ 77 

EEP could be modified or improved directly from customers and trade 78 

allies.  Nicor Gas’ EEP was able to explain its energy efficiency programs, 79 

learn about the specifics of energy efficiency installations directly from 80 

customers and allow customers to be encouraged to continue to 81 

participate. 82 
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(Nicor Gas Ex. 4.2).   83 

Further, Ms. Jones recognizes in her direct testimony that the Company provided 84 

an explanation of how it used the SSC to promote energy efficiency, quoting at length 85 

from the Company’s response to Staff data request BCJ 3.11.  In pertinent part, the 86 

Company’s response reflects that tickets to the SSC “were used to network with other 87 

participants in Nicor Gas’ EEP, to learn and better understand Nicor Gas’ EEP offerings, 88 

and to help promote Nicor Gas’ EEP to the trade allies’ clients and network of 89 

customers.”   (Jones Dir., Staff Ex. 1.0 (Rev.), Attach. B).  In addition, the attendees at 90 

each Chicago Fire game varied “as Nicor Gas’ EEP focused on targeting people where 91 

Nicor Gas’ EEP wanted to build customer relationships or build and leverage their 92 

current participation in the program.”  (Id.). 93 

Thus, the SSC was a portion of the comprehensive marketing strategy associated 94 

with the Chicago Fire contract.  The SSC provided a venue to engage with high-level 95 

decision makers from the Company’s large commercial and industrial customers, who are 96 

potential participants in the EEP.  More particularly, the SSC allowed for education, 97 

awareness and relationship-building between these customers and the other participants at 98 

events held in the SSC, such as EEP trade allies, EEP implementation contractors and 99 

Nicor Gas’ EEP personnel. 100 

Q. Do the Company’s large customers contribute funding to the EEP? 101 

A. Yes.  Rider 30 applies to all of the Company’s rate classes, which are grouped into three 102 

classifications for purposes of the rider:  (i) residential; (ii) small non-residential; and  103 

(iii) large non-residential.  With the exception of customers exempted under Section  104 
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8-104(m) of the Act, customers in each of these classifications pay the Company’s EEP 105 

charge under Rider 30. 106 

Q. What role do the Company’s large customers play in the success of the EEP? 107 

A. The Company’s large customers are responsible for a significant portion of the therm 108 

savings that the EEP is required to achieve under Section 8-104(c) of the Act.  In 109 

particular, over the first two years of Nicor Gas’ first three-year EEP, the large customer 110 

class accounted for approximately 32% of the therms saved under the EEP.  111 

Q. How is relationship-building important to the EEP and to Nicor Gas’ engagement 112 

with large customers? 113 

A. Engagement with key high-level decision makers within a company is critical to a large 114 

customer undertaking and completing EEP programs.  This engagement also sets the 115 

stage for repeat EEP projects and for finding additional EEP savings within a company. 116 

Attendance by large customers at the Chicago Fire SSC allows for this kind of 117 

engagement.  More particularly, the SSC offers a central, convenient venue that will draw 118 

key decision makers from current or prospective participants from the Company’s large 119 

customer base.  This setting provides an opportunity for Nicor Gas EEP personnel, trade 120 

allies, and implementation contractors to educate and engage in dialogue with customers 121 

about the EEP.   122 

The SSC brings together multiple parties – customers, trade allies, 123 

implementation contractors and Nicor Gas’ EEP representatives – to develop trust with 124 

the customer, instill confidence in the EEP offerings, and ultimately sell the EEP to a 125 

customer that otherwise may not have taken action.  Each of these parties contributes to 126 

the EEP decision-making process of the Company’s large customers.  127 
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First, the implementation contractors are the day-to-day contacts with large 128 

customers and trade allies.  They are the “experts” with regards to the EEP programs and, 129 

as such, they facilitate education, understanding, and the processing of rebates/projects.  130 

Second, trade allies are instrumental in that they actually perform the work and are an 131 

important part of the project design, implementation, and ultimate selection of highly 132 

energy efficient choices.  Finally, the Company’s EEP personnel provides assurance to 133 

the customer that the programs are legitimate and, if they choose to undertake a project, 134 

the customer ultimately will receive a rebate if all program rules are met.  Without all of 135 

these parties, large customers are unlikely to proceed with EEP projects. 136 

Q. Has the Company reviewed the impact of the use of the SSC to promote energy 137 

efficiency within large companies? 138 

A. Yes.  Review of the number of EEP projects completed and therm savings generated by 139 

the companies participating in the SSC events demonstrates that it has been a successful 140 

mechanism for engagement with these customers.  Nicor Gas Exhibit 4.1, attached, 141 

compares a number of key metrics associated with the companies who participated and 142 

those that did not participate in the SSC events. 143 

Q. Will you please explain what these metrics demonstrate? 144 

A. Yes.  When comparing the average therm savings per participating customer being 145 

generated across the past two Chicago Fire seasons (March 17, 2012 to October 27, 2013, 146 

spanning Plan Years (“PY”) 1-3), the customers who participated in the SSC events 147 

generated over 10 times more therms per customer than customers who did not attend.  148 

Furthermore, projects for those customers who attended SSC events generated more than 149 

three times the average therms per project than those that did not attend.  In addition, 150 
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68.0% of business customers who attended an SSC event(s) generated multiple projects 151 

as compared to 6.1% for those business customers that did not attend a SSC event.  152 

Lastly, the customers with which the Company deepened its relationship through the SSC 153 

events generated over 19% of the total business therm savings for the portfolio in PY1-3 154 

through October 2013, a total of more than 3.2 million therms.  These therm savings 155 

represent benefit to the EEP and all of Nicor Gas’ customers.  These therm savings are 156 

the equivalent of rebates associated with approximately 9,500 residential furnaces and the 157 

corresponding benefit to the EEP.  158 

Q. You have included information about activities and savings beyond the first 159 

reconciliation period at issue in this proceeding.  Why not just describe the activity 160 

associated with PY1? 161 

A. The EEP plan years run from June 1 to May 31 annually.  Accordingly, the activity 162 

associated with the Chicago Fire contract in PY1 only would involve a portion of the first 163 

soccer season as the first game was on March 17, 2012 and the last home game in PY1 164 

was on May 23, 2012.  However, the last home game of the Chicago Fire 2012 season 165 

was held on October 31, 2012, well into PY2.  The second soccer season similarly 166 

spanned multiple years of the EEP, with the first home game on March 1, 2013 in PY2 167 

and the last home game on August 7, 2013 in PY3.  The third soccer season will span 168 

portions of PY3 and PY4.   169 

Given the extended periods between the time in which the Company’s large 170 

customers were engaged and educated through the use of the SSC and the time of their 171 

ultimate decision to participate in EEP projects on either a new or a repeat basis, a review 172 

of the impact of the SSC should not be limited to the three months of the first soccer 173 
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season that fell within PY1.  In order to gain a full understanding of the engagement 174 

effort undertaken using the SSC, the emerging trends and impacts across multiple soccer 175 

seasons should be reviewed and analyzed. 176 

Q. In light of your testimony above, should the Commission adopt Staff’s proposed 177 

disallowance of a portion of the strategic marketing sponsorship with the Chicago 178 

Fire for use of the SSC? 179 

A. No.  The Company has demonstrated that the cost of the marketing partnership with the 180 

Chicago Fire that included use of the SSC was prudently incurred in association with the 181 

EEP and benefited the delivery of EEP measures; therefore, this cost is appropriately 182 

recovered by the Company through Rider 30.   183 

B. VALUATION OF THE SSC  184 

Q. Ms. Jones concludes that the use of the SSC has a discrete value that can be 185 

calculated and removed from the overall marketing package that comprises the 186 

Company’s contract with the Chicago Fire.  (Jones Dir., Staff Ex. 1.0 (Rev.), 8:176-187 

179).  Does the Company agree with this conclusion? 188 

A. No.  Ms. Jones points to Nicor Gas’ purported statement that “the price of the contract 189 

depends on the list of assets purchased.”  (Id. at 8:175-176).  However, Ms. Jones does 190 

not provide any citation to where Nicor Gas made this statement.  When asked by Staff to 191 

provide “a detailed explanation of how the annual dollar amount of the agreement 192 

between Nicor and the Chicago Fire was determined” in Staff data request BCJ 5.08, 193 

Nicor Gas provided, in pertinent part, the following response: 194 

It is the Chicago Fire’s corporate partnership philosophy to create 195 

integrated marketing solutions that are designed to meet partners’ goals 196 

and objectives.  They build programs that utilize multiple assets that work 197 

together across different platforms.  In order to best meet partners’ goals, 198 
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generic packages do not exist and assets are not sold individually.  Each 199 

package is developed specifically for each individual partner, with values 200 

determined by the collection of assets in the package, to create an optimal 201 

mix of programs and pricing.  202 

(Nicor Gas Ex. 4.3).  In accordance with that philosophy, the Chicago Fire offered Nicor 203 

Gas a strategic marketing solution that met Nicor Gas’ needs.  Nicor Gas’ EEP worked 204 

with the Chicago Fire to develop the final package and pricing reflected in the contract.  205 

In the end, the Chicago Fire contract with Nicor Gas represented a comprehensive 206 

package uniquely created for the Company’s needs, which included a desire to interact 207 

with the all attendees at games, including representatives from large companies. 208 

Q. If the Commission were to adopt Staff’s proposed disallowance of the implied value 209 

of the use of the SSC, which Nicor Gas submits it should not, has Staff calculated a 210 

reasonable amount by which to reduce the Company’s EEP expenses? 211 

A. No.  Ms. Jones begins her calculation with the $6,500 annual cost of a three-year 212 

membership in the SSC as published in one source at the inception of the SSC in the 213 

spring of 2012.  (Jones Dir., Staff Ex. 1.0 (Rev.), 6:130-7:134, 8:169-179, Attach. A).  214 

While it is true that the “list price” of a membership in the SSC was advertised broadly at 215 

$6,500 per seat for a three year contract, Nicor Gas did not purchase the SSC 216 

memberships.  The use of the SSC was included in the overall negotiated strategic 217 

marketing partnership with the Chicago Fire and, even if the Company had purchased 218 

only the memberships, the “list price” does not necessarily correlate to the price Nicor 219 

Gas would have negotiated for. 220 

Nicor Gas had negotiating leverage with the Chicago Fire given that the Company 221 

purchased an overall marketing package that included value elements in addition to use 222 

of the SSC.  In fact, Nicor Gas ultimately agreed on pricing for the Chicago Fire contract 223 
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that was lower than the proposals originally presented to the Company.  In a similar light, 224 

it is not reasonable to assume that Nicor Gas would have paid list price for each SSC 225 

membership.   226 

V. CONCLUSION 227 

Q. Does this complete your rebuttal testimony? 228 

A. Yes. 229 


