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ELPC 1.5 Q. Referring to Nicor’s risk adjustment to the NTG ratio, Ex. 1.0, page 19, 

lines 408-409: 
 

a. What is the basis for choosing a 10% adjustment to the NTG ratios?  
Please provide copies of any information that Nicor used to determine 
that the appropriate risk adjustment should by 10% reduction in NTG. 

b. Is the 10% adjustment an arbitrary number?  Please explain. 

c. Why did Nicor assume that adjustments to TRM algorithms and NTG 
ratios would always reduce the net savings?  Please explain. 

 
ELPC 1.5 A.        a. Nicor Gas used professional judgment to determine that the 10% risk 

adjustment would provide adequate planning reserves in allowing the 
Company to manage portfolio savings in the face of downside 
evaluation risks. 

 
b. Please see response to subpart a. 
 
c. Nicor Gas did not assume that adjustments to Technical Reference 

Manual algorithms and Net-to-Gross ratios would always reduce net 
savings.  Please also see the testimony in Nicor Gas Exhibit 2.0, 
9:188-10:200. 

 
 
Witness:  James J. Jerozal Jr.  
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ELPC 1.45 Q. Referring to Ex. 2.0, page 11, lines 229-231, Witness Weaver indicates 

that setting performance targets tied to gross savings eliminates NTG risk 
to the program administrators.  Would that not merely transfer the risk to 
ratepayers, in that ratepayers will benefit less from their contributions to 
energy efficiency programs if the programs yield lower net benefits? 
Please explain. 

 
 
ELPC 1.45 A. No, there is not a direct risk transfer between program administrators and 

ratepayers, because program administrators and ratepayers face different 
risks—which can be measured with different metrics—and face different 
consequences from those risks.  

 
In Illinois, the key risk metric for program administrators is the difference 
between actual saving and the savings goals approved by the Commission, 
because administrators face financial penalties as consequences of not 
meeting the approved savings goals.  
 
On the other hand, the key risk metric for ratepayers is the cost 
effectiveness of the investments made in delivering the energy efficiency 
portfolio.  For example, the proposed Nicor Gas portfolio, with a benefit 
cost ratio of 1.34, is projected to provide Total Resource Cost (“TRC”) 
benefits of over $40 million to ratepayers.  If evaluated Net-to-Gross 
(“NTG”) ratios turn out to be lower than those used by Nicor Gas in 
calculating savings goals (i.e., if Nicor Gas meets the gross savings goal 
without meeting the net savings goal), it is likely that the portfolio would 
remain cost effective and still deliver net benefits to ratepayers.  

 
Put another way, if Nicor Gas delivers its portfolio in a manner that 
exactly meets the proposed targets for participation, gross savings, and 
costs, but subsequent evaluations indicate that the NTG assumptions used 
in setting net saving goals were only 1% too high, Nicor Gas would be 
subject to a penalty under the current Illinois regulatory framework. 
However, ratepayers would still receive approximately 99% of the 
projected benefits of the portfolio (since a 1% reduction in net therm 
savings does not result in exactly a 1% reduction in net TRC benefits).  
 

 
Witness:  Edward M. Weaver 
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