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I. INTRODUCTION 

 

The Illinois Commerce Commission (“ICC” or the “Commission”) has before it the 

application of Nicor Gas Company (“Nicor” or “Company”) for approval of its Second Triennial 

Energy Plan (“Plan 2”) pursuant to 220 ILCS 5/8-104(f) of the Public Utilities Act (“PUA”). The 

parties filed initial briefs on March 17, 2014. The Environmental Law and Policy Center 

(“ELPC”) hereby replies to Nicor’s Initial Brief. 

ELPC’s Reply Brief will address three issues. First, Nicor is comfortable relying on the 

Commission’s August 30, 2013 Report to the Illinois General Assembly Concerning 

Coordination Between Gas and Electric Energy Efficiency Programs and Spending Limits for 

Gas Utility Energy Efficiency Programs (“Report”) to argue that the cost cap prohibits it from 

meeting its goals, (Nicor Initial Brief at 10), but the Company ignores the Commission’s findings 

in the Report that gas companies could achieve significant energy savings “without affecting the 

price paid by an average retail customer for EE programs” by modifying its tariff to shift some of 

the bill from fixed costs to variable costs. Commission Report, ELPC Ex. 1.8 at 32. Second, the 

Commission should order Nicor to either conduct a waste energy study, or if Nicor is satisfied 

that it can work from the results of ComEd’s study, then the Commission should require the 

Company to work with ComEd on fixing thermostat setpoint management problems that affect 

not only electric cooling, but also gas heating. Third, the Commission should deny Nicor’s 

request for a 10% residual risk adjustment. 

II. ARGUMENT 

 

A. Nicor ignores the Commission’s finding that changes in the Company’s tariff 

structure could offset the reduced savings from the cost cap 

 

In an effort to justify its request that the Commission modify its goals to merely 22% of 

its statutory targets, Nicor argues that it “has demonstrated that it cannot meet the savings set 
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forth in Section 8-104(c) without exceeding the 2% budget cap set by Section 8-104(d).” Nicor 

Initial Brief at 8. Nicor points to the Commission’s Report as evidence that “the Commission 

recognized that utilities would likely require modified energy efficiency savings goals.” Id. at 10. 

ELPC does not dispute the fact that the Commission found that the cost cap contributes to the 

difficulty in meeting statutory goals in Plan 2. However, Nicor omits the fact that the 

Commission also found that “rate design which increases fixed charges while decreasing 

volumetric (per therm) charges . . . has decreased customer incentives to reduce gas usage.” 

Commission Report, ELPC Ex. 1.8 at 24. The Commission found that reversing this trend in rate 

design by decreasing fixed charges and increasing volumetric charges would increase energy 

savings by sending better price signals to customers. Id. at 29. This potential to increase savings 

without raising the cost was in part what lead the Commission to not recommend a change in the 

cost cap at this time. Id. at 32.  

Gas prices play an important role in determining how efficiently customers use gas. 

When gas prices are low, for example, incentives have to be higher to get customers to take part 

in utility efficiency programs because they are not getting the price signal from their bills to 

lower their gas consumption. Id. at 27. When gas prices are high, however, customers have more 

incentive to be efficient. Therefore it is important to get customers used to being efficient so that 

when prices rise, they are prepared to take even more steps to be efficient. Further, efficiency 

helps keep prices lower by reducing demand. 

The current tariff structure, which “allows the largest portion of gas distribution costs to 

be recovered through monthly per customer charges” rather than through “higher volumetric (per 

therm) charges,” sends the wrong price signals to customers. Id. at 29. The Commission found 

that lowering the monthly charges and increasing the volumetric charges “can decrease energy 
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use by providing a greater price signal without affecting the overall bill to an average retail 

customer.” Id. at 30. 

The Commission should not allow Nicor to ignore the Commission’s finding in this 

critical report. If Nicor cannot meet its goals due to the cost cap, it should strive to make tariff 

changes that send the proper price signals to customers regarding the importance of energy 

efficiency. The Commission should require Nicor to begin a separate proceeding to modify its 

tariff to implement the Commission’s recommendations from its Report. 

B. The Commission should order Nicor to either conduct a wasted energy study 

or order Nicor to work with ComEd to improve thermostat setpoints, which 

affects not only electric cooling but also gas heating 

 

Nicor could achieve additional savings by getting customers to waste less energy. As 

ComEd discovered when it conducted its April 2013 ComEd Residential Saturation/End-Use, 

Market Penetration and Behavioral Study, there are significant “end-use specific savings that 

could be achieved through the adoption of programs designed to promote efficient behaviors.” 

ELPC Ex. 1.4 at 1. According to ComEd’s groundbreaking study, behavioral waste is a source of 

significant untapped efficiency potential. Id. In particular, ComEd’s study identified proper use 

of smart thermostats as a significant source of savings. According to the study, “41% of current 

cooling usage could be saved if ComEd’s customers raised their cooling setpoints to 

ComEd/ENERGY STAR recommended levels of 78° F when the home is occupied during 

waking hours, 82° F when the home is occupied during sleep hours, and 85° F when the home is 

unoccupied.” Id. at 37. Logic dictates that customers manage their thermostats in the winter 

similar to how they do in the summer, so it is likely that there is significant savings potential for 

Nicor’s customers. Nothing in Nicor’s testimony or brief, however, suggests that it is doing 

anything to realize this potential. 
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Nicor argues that the Commission “should decline to order Nicor gas to conduct a wasted 

energy study as the replication of such a study is wholly unsupported by the evidence.” Nicor 

Initial Brief at 50. Similarly, Nicor Witness Jerozal testified that he believes there is no reason to 

conduct a waste energy study because “[n]othing new or novel would likely be generated from 

commissioning such a study that is not already determinable from the ComEd report and from 

evaluations of the Behavioral Energy Savings program that Nicor Gas implemented from PY1 

through PY3 and proposes for PY4 through PY6.” Nicor Ex. 7.0 at 14. If Nicor accepts the 

findings from the ComEd study that are applicable to gas customer, namely the potential savings 

available through better thermostat management/smart thermostats, then the Commission should 

require Nicor to work with ComEd to improve thermostat management. If, however, Nicor now 

disagrees with the conclusions from the ComEd study, then the Commission should require 

Nicor to conduct its own waste energy study and implement programs based on the results.  

C. Nicor fails to justify its proposed 10% residual risk adjustment 

 

Nicor seeks to eliminate all risk of not achieving its goals by requesting a residual risk 

adjustment that reduces “its NTG [net-to-gross] ratios by 10% in order to calculate its final 

program and portfolio savings goals.” Nicor Initial Brief at 42. This adjustment would reduce 

Nicor’s 3-year modified goals, which are already only 24% of the statutory targets, by 2.4 

million therms. Id. at 42. This effort to eliminate all risk from the Section 8-104 requirements is 

contrary to the legislature’s intent and removes the incentive for Nicor to take creative steps to 

maintain strong, innovative programs throughout its implementation of Plan 2. 

Section 8-104(c) requires Nicor to meet certain savings targets each year of Plan 2. The 

Commission can only reduce the savings requirement of subsection (c) “if the utility 

demonstrates by substantial evidence that it is highly unlikely that the requirements could be 
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achieved without exceeding the applicable spending limits in any 3-year reporting period.” 

Section 8-104(d). It is incumbent upon Nicor to achieve as much savings as possible within its 

budget constraint. By Nicor’s own calculations, it expects that it can achieve 23.9 million therms 

in savings with its Plan 2 budget. Id. The Commission, therefore, should require Nicor to meet 

that target, not a target that is arbitrarily 10% lower so that it can avoid some vague risk. 

Nicor has not demonstrated that it is in danger being subject to substantial penalties 

beyond its control. As part of its responsibility as a regulated utility, Nicor must do everything it 

can to achieve the greatest level of energy efficiency possible within the cost cap. The Company 

has significant flexibility in implementing Plan 2, including the ability to modify programs and 

budgets as necessary to achieve a balanced and effective portfolio. As AG Witness Mosenthal 

explained in his direct testimony, “Nicor has developed a portfolio that leaves ample room for 

adjustments and mid-course corrections during the three-year plan to allow it to make up for any 

assumptions that turn out to be too aggressive.” AG Ex. 1.0 at 38. 

The legislature spoke clearly when it chose to require utilities to meet specific goals 

unless there was evidence that meeting those goals was “highly unlikely” due specifically to the 

cost cap. Section 8-104 does not provide relief from the statutory targets for any other reason, 

including changes to the measurement and verification standards approved by the Commission 

prior to each 3-year plan. The Commission should not allow Nicor to arbitrarily reduce its 

already incredibly low goals further simply because Nicor is afraid that it might fail to achieve 

them. 

III. CONCLUSION 

For the above reasons and those in ELPC’s Initial Brief, the Commission should order 

Nicor to modify its tariff to place greater emphasis on the volumetric charge over the fixed 

charge and either conduct a wasted energy study or use the findings from ComEd’s study to 
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modify Plan 2. The Commission should also reject Nicor’s request for a 10% residual risk 

adjustment that would arbitrarily lower its already modified goals. 

 

Dated: March 24, 2014      

Respectfully submitted, 

        
       _____________________________ 

       Justin Vickers 

Environmental Law & Policy Center 

35 E. Wacker Drive, Suite 1600 

Chicago, IL 60601 

P: (312) 795-3736 

F: (312) 795-3730 

JVickers@elpc.org  

mailto:JVickers@elpc.org

