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Realgy, LLC, d7Wa ‘Realgy Energy 
Services, 

Application for Certificate of Service 07-0224 
Authority under Section 19-110 of the 
Public Utilities Act SERVED ELECTRONICALLY 

PETITION FOR REHEARING OF REALGY, LLC 

On May 16, 2007, the Illinois Commerce Commission issued an Order denying 
Realgy, LLC d/b/a Realgy Energy Services (“Realgy”) application for certification as an 
Alternative Gas Supplier. This order had no precedential effect on any future 
Application of Realgy. Realgy has new information regarding its application and 
provides such below. 

Additional Information regarding Financial Information 

A reason for denial was due to the requirement of 83 111. Adm. Code 
551.80(9)(2); that requires Realgy to submit certified financial statements for its most 
recently completed fiscal year and an accountant‘s report for its certified financial 
statements. Attached to Realgy’s Application, submitted March 27, 2007, is a financial 
statement and accountant‘s report for the calendar year ending in 2005. In response to 
an ALJ ruling issued on April 3, 2007, Realgy stated that, due to personnel changes at 
its accounting firm, it was unable to prepare an audited report or file its 2006 tax returns 
to submit with its application and requested 60 days to come into compliance. 

83 111. Adm. Code 551.80 provides that an applicant possesses sufficient 
financial resources to be certified as an AGS if it meets any of the criteria set forth in 
subsections (a) through (9). (83 111. Adm. Code 551.80(a)-(g)). Subsection (9) provides 
that an applicant posses sufficient financial resources if it proves that it fits within 
certain specified financial ratios. Those ratios are for pretax interest coverage; funds 
from operations interest coverage; funds from operations to average total debt; and 
total debt to total capitalization. (83 111. Adm. Code 551.8O(g)(l)). 

Updated information supporting Realgy’s financial qualifications are provided in 
Attachment A. Realgy submits financial statements and an accountants report for fiscal 
year 2006, from Mr. Dirk Shilling of Schilling CPA Associates. 

1. Certified financial statements for most recently completed fiscal year - 2006 
2. Account‘s report for Realgy’s certified financial statements 
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3. Letter showing calculation of each financial ratio and reference to certified 
financial statements. 20 points were certified. 

Realgy utilized the results of its most recently completed audit to calculate the 
financial ratios required in accordance 83 111. Adm. Code 551.80(9)(2). Realgy certifies 
that it calculated the ratios in accordance with 83 111. Adm. Code 51.80(9)(2) and based 
upon the results Realgy possess sufficient financial resources and proves it meets the 
ratios for pretax interest coverage; funds from operations interest coverage; funds from 
operations to average total debt; and total debt to total capitalization to score the 
maximum total of points available (20 points). 

Additional Information regarding Residential Customers and Enrollments 

Realgy is an approved marketer to large commercial accounts in both the Nicor 
Gas and Peoples Gas utility franchise areas. At this time both Nicor and Peoples have 
programming logic in their enrollment transaction processes that prevents Realgy from 
enrolling residential and small commercial accounts. Neither utility ha5 the ability to 
split this logic such that only residential accounts would be blocked. 

Realgy has testified that, some time ago, a small number of Rate 1, small 
commercial accounts were enrolled, and that after such enrollment these accounts 
were dropped. Please note that at the time of these Rate 1 enrollments, the utilities 
enrollment process logic were not functional. Realgy only markets to business 
accounts; however some of these businesses are served by the utilities on their Rate 1 
distribution rates. This is another limitation of the utility enrollment transaction logic - all 
Rate 1's are assumed to be residential. 

Realgy does not market to and does not want to serve residential customers as it 
is organized to provide business-business services. All of Realgy's marketing and sales 
effort is directed at business listings. Furthermore, Realgy's sales channels are not 
compensated for residential enrollments. Realgy will not serve any residential 
customers. 

Realgy will utilize the following methodology to ensure no residential account is 
enrolled. Realgy's sales personnel are required to obtain a copy of the customer's 
utility bill before sending in an executed contract. Realgy operations department will not 
process any residential account. Furthermore, if Realgy were to engage in a 
telemarketing campaign, the same requirement will be enforced by having the customer 
look at the bill and determine if it is a Rate 2 account for Peoples, or indicates a Rate 2 
account for Nicor by showing the word "Commercial" on the bill. 

The last step is a daily review of all returned enrollment transactions from the 
utilities. Each utility provides information on enrolled customers after a successful 
enrollment. Upon the small chance a residential account was not screened out prior to 
enrollment, the customer will be notified and the enrollment cancelled that same day. 

2 



07-0224 

Additional Information regarding Telemarketing Practices 

Realgy did report Illinois complaints 1, 7 and 8 in which the customer stated that 
Realgy's contracted telemarketing firm was misleading in its telephone conversation. 
Complaint 1 stated the impression that Nicor had called. Complaint 7 stated that only 
after a returned phone call was it clear to the complaintant that Realgy was offering gas 
service. Complaint 8 stated only after a returned phone call was complaintant sure it 
was Realgy offering gas service. 

Realgy regrets the zealousness of the contracted telemarketer. Realgy 
maintains that none of these complaints (1, 7, or 8) is about Realgy marketing 
materials. If a customer's information is taken over the phone, the enrollment 
verification recording is taken that explicitly states Realgy's service, terms and 
conditions. In addition a confirmation letter/contract giving the customer a right to 
cancel enrollment is delivered to the customer after a successful telephone enrollment. 
None of the complainants were enrolled. Realgy has learned from these complaints 

and has implemented contractual, procedural and operational changes to prevent future 
occurrences. 

Since its inception, Realgy had employed 3 different telemarketing companies. 
These companies utilized outside firms (sub-contracted) resulting in all the commercial 
pre-enrollment and sales complaints. Realgy has incorporated into our telemarketing 
sales the following changes; only one telemarketing firm is used, Realgy personnel 
monitors the daily enrollment, each telemarketing agent is trained and certifies hislher 
use of Realgy's defined scripts and sales collateral, Realgy personnel validate each 
enrollment and Realgy's telemarketing contract mandates no sub-contracting. Realgy 
follow-ups each telemarketer enrollment by sending out an enrollment letter which 
includes confirming the terms and conditions of service and places a phone call to 
follow-up after the first bill is sent. Furthermore, Each contracted telemarketer signs 
Realgy's Sales and Marketing Standards that prescribes the script, frequently asked 
questions (and responses) and the verification recording. The consequence for failing 
to conform with and abide by these standards exposes the sales agent (telemarketer or 
agent) to loss of employment, financial penalty and legal action. 

Since we have adopted and these business practices we have eliminated pre- 
enrollment and sales related complaints. 

Additional Information Regarding Consumer Complaints 

In its May 16, 2007 Order, the Commission concluded that the information 
Realgy provided does not establish that its marketing practices are in conformance with 
Section 19-1 15(9 of the AGS Act (220 ILCS 5/19-115(f)). Realgy provided a list of eight 
(8) Complaints. This is the total number of complaints Realgy has received in 3 years. 
In the paragraphs below, Realgy identifies each section of Section 19-1 15(f) and 
examines how the received Complaints apply to the requirements. 

3 
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Commercial 
Residential 

Realgy learns from its complaints and has endeavored to adopt solutions to 
prevent future occurrences of problems as we become aware of them. In addition, we 
proactively seek solutions to address routine customer inquires. In this capacity we 
have reviewed those eight complaints and have categorized them as follows. No 
customer complaint resulted in action from Realgy. Every customer complaint was 
closed. No complaint involved a claim of monetary damage. 

I Service I Pre-enrollmenffSales 1 Billing 1 Resolution I Monetarv 
Related Related claim 
4 1 Closed None 

3 without ($0.00) 
1 action 

Please note the all Illinois complaints are all from commercial customers. Realgy does 
serve (but does not market to) residential customers in Indiana. 

Below is the text of 220 ILCS 511 9-1 15(9: 

(f) An alternative gas supplier shall comply with the following requirements with 
respect to the marketing, offering, and provision of products or services: 

and conditions of service shall contain information that adequately discloses the 
prices, terms and conditions of the products or services. 

(2) Before any customer is switched from another supplier, the alternative gas 
supplier shall give the customer written information that adequately discloses, in plain 
language, the prices, terms, and conditions of the products and services being offered 
and sold to the customer. 

(A) accurate, timely, and itemized billing statements that describe the products 

(1) Any marketing materials which make statements concerning prices, terms, 

(3) The alternative gas supplier shall provide to the customer: 

and services provided to the customer and their prices and that specify the gas 
consumption amount and any service charges and taxes; provided that this item 
(f)(3)(A) does not apply to small commercial customers; 

(B) an additional statement, at least annually, that adequately discloses the 
average monthly prices, and the terms and conditions, of the products and services 
sold to the customer; provided that this item (9(3)(B) does not apply to small 
commercial customers; 

(C) refunds of any deposits with interest within 30 days after the date that the 
customer changes gas suppliers or discontinues service if the customer has satisfied 
all of his or her outstanding financial obligations to the alternative gas supplier at an 
interest rate set by the Commission which shall be the same as that required of gas 
utilities; and 

or written request of the customer. 
(D) refunds, in a timely fashion, of all undisputed overpayments upon the oral 

Realgy has been and will remain in conformance with the marketing practices outlined 
in Section 19-1 15(f) of the AGS Act (220 ILCS 511 9-1 15(f)). Realgy does not engage in 
misleading marketing practices. Realgy has addressed and resolved every complaint 
received and has taken steps to prevent future occurrences. 

4 
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220 ILCS 5/19-115(f1(1) Any marketing materials which make statements 
concerning prices, terms, and conditions of  service shall contain information that 
adequately discloses the prices, terms and conditions of the products or 
services. 

Realgy has not received a Complaint about marketing materials. The subject 
matter of Realgy complaints 1, 7 and 8 is discussed above. Realgy has implemented 
steps to prevent such initial misunderstandings in the future. As discussed below, none 
of these customers were switched. 

220 ILCS 5/19-115(f)(2) Before any customer is switched from another supplier, 
the alternative gas supplier shall give the customer written information that 
adequately discloses, in plain language, the prices, terms, and conditions of  the 
products and services being offered and sold to  the customer. 

Realgy has not received a Complaint about switching customers. None of the 
Complaints 1 through 8 is about customers being switched without adequate 
information. If a customer's information is taken over the phone, the enrollment 
verification explicitly states Realgy's service, terms and conditions. In addition a 
confirmation letter/contract giving the customer a right to cancel enrollment is delivered 
to the customer afler a successful telephone enrollment. Customer's that are contacted 
directly by Realgy or its sales agents, sign a one page contract, clearly stating the terms 
and conditions of service. 

220 ILCS 5/19-115(f)(3) The alternative gas supplier shall provide to  the customer: 
220 ILCS 5/19-115(f)(3)(A) accurate, timely, and itemized bil l ing statements that 
describe the products and services provided to  the customer and their prices and 
that specify the gas consumption amount and any service charges and taxes; 
provided that this item (f)(3)(A) does not apply to  small commercial customers; 

Realgy is not seeking to serve residential accounts. None of the complaints 1 
through 8 were about customers not receiving accurate, timely or itemized billing 
statements from Realgy. Realgy does provide detailed billing reports, available online, 
for each utility bill a customer receives with Realgy's charges. 

220 ILCS 5/19-115(f)(3)(B) an additional statement, at  least annually, that 
adequately discloses the average monthly prices, and the terms and conditions, 
of the products and services sold to the customer; provided that this item (f)(3)(B) 
does not apply to small commercial customers; 

Realgy is not seeking to serve residential accounts. None of the Complaints 1 
through 8 were about customers not receiving accurate, timely or itemized billing 
statements from Realgy. Realgy does provide detailed billing reports, available online, 
for each utility bill a customer receives with Realgy's charges. In addition, a meter 
summary is provided that groups each bill into a single report, and furthermore, if the 
customer has multiple meters being served by Realgy - a customer report is available 
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that list each meter, for each billing period. 

220 ILCS 5/19-115(f)(3)(C) refunds of any deposits with interest within 30 days 
after the date that the customer changes gas suppliers or discontinues service if 
the customer has satisfied all o f  his or her outstanding financial obligations to  
the alternative gas supplier at an interest rate set by the Commission which shall 
be the same as that required of gas utilities; and 

Realgy does not require deposits of its customers. None of the Complaints 1 
through 8 were about customers not receiving refund of deposits. 

220 ILCS 5/19-115(A(3)(D) refunds, in a timely fashion, o f  all undisputed 
overpayments upon the oral or  written request o f  the customer. 

The subject matter of Realgy complaints 4 and 5 is pertinent here. The 
customers did dispute charges. Customers were referred to the plain language of their 
Realgy contracts and each customer agreed that charges were appropriate. No 
refunds were necessary. 

The language of 220 ILCS 511 9-1 15(0(3)(D) anticipates that despite the best 
efforts of both the marketing company and the customer - no one is perfect and 
disputes will arise. Realgy has provided testimony how each Complaint was addressed 
and has provided testimony to the changes implemented by Realgy to provide better 
service. Realgy is proud of its commitment to service, its ability to adapt and revise 
marketing practices and stands by its record of customer service and integrity. Realgy 
forthrightly approached each situation with virtue and good business ethics. 

Dated: 18 June 2007 

-+a PI->  
Michael Vrtis ~~ ~~ 

Managing Partner, Realgy LLC 
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Proof of Service: 

I certify that this 18'h day of June, 2007, I have served this document to each of the parties 
of record and the Chief Clerk of the Illinois Commerce Commission. 

Address 

I L L I N O I S  C O M M E R C E  C O M M I S S I O N  
Service List in 07-0224 for 4/25/2007 

Party of Date Date 
Type Record Added Removed 
MIS Yes 5/14/2007 Douglas A. Gugino 

Realgy Energy Services 
1100 New Britain Ave., Ste. 15 
West Hartford, CT 061 10-2427 

E-Mail: douq.qujino@realqv.com 

Phil Hardas MIS Yes 5/14/2007 
Administrative Law Judge Assistant 
Illinois Commerce Commission 
527 E. Capitol Ave. 
Springfield, IL 62701 

E-Mail: phardas@icc.illinois.aov 

Michael Vrtis PET Yes 5/14/2007 
Managing Partner 
Realgy, LLC d/b/a Realgy Energy Services 
912 Northwest Highway, Ste. 111 
Fox River Grove, IL 60021-1925 

E-Mail: michael.vrtis~realqv.com 

~ 1 1  -..I_ 

.__I I__ ~_.l " . l l " l  _.-_..I .~ .".lll_ 

Service List Entries: 3 

Michael Vrtis \ 

mailto:douq.qujino@realqv.com
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Verification 

I, Michael Vrtis, first being duly sworn upon oath depose and say that I am the Managing 
Partner of Realgy Energy Services, an Alternative Gas Supplier formed under the laws of 
the state of Illinois; that I have read the above and foregoing petition by me subscribed and 
know the contents thereof; that said contents are true in substance and in fact, except as to 
those matters stated upon information and belief, and as to those, I believe same to be 
true. 

Managing Partner, Realgy LLC d/b/a Realgy Energy Services 

o before me this 2) I day of T,LI: , 2007 

~. :. . . . .~ . . ..... . . .  



Realgy, LLC's 07-0224 petition for rehearing to Illinois Commerce Commission for Alternative 
Gas Supplier 

The following 18 page(s) is: 

ATTACHMENT A 



Schilling &Associates, CPA, PC 
1845 Cherry St. 

Wheaton, IL 60187 
708.431.1065 

INDEPENDENT AUDITOR'S REPORT 

To the Members of 
Realgy, LLC: 

We have audited the accompanying balance sheet of Realgy, LLC (a 
Connecticut limited liability corporation) as of December 31, 2006, and the related 
statements of income and cash flows for the year then ended. These financial statements 
are the responsibility of the Company's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted 
in the United States of America. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all 
material respects, the financial position of Realgy, LLC as of December 31, 2006, and the 
results of its operations and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

SCHILLING &ASSOCIATES 

Wheaton, Illinois 
May 10,2007 



ASSETS 

CURRENT ASSETS: 
Cash 
Accounts receivable 

Total current assets 

PROPERTY AND EQUIPMENT, at cost: 
Computer equipment 
Less: Accumulated depreciation 

Net property and equipment 

OTHER ASSETS: 
Notes receivable - Related party 
Bond deposit 

Total other assets 

TOTAL ASSETS 

LIABILITIES AND MEMBERS' EQUITY 

CURRENT LIABILITIES: 
Notes payable - Members 
Accrued expenses 
Payroll liabilities 

$ 5,946 
383,857 

$ 389,803 

$ 14,000 
(1 4,000) 

$ 0 

$ 51,027 
100,000 

$ 151,027 

$ 540,830 

$ 85,000 
1,682 
3,910 

Total current liabilities $ 90,592 

MEMBERS' EQUITY: 
Members' equity, beginning of year 
Net income 
Members' distributions 

$ 260,605 
191,762 

(2,129) 

Members' equity, end of year $ 450,238 

TOTAL LIABILITIES AND MEMBERS' EQUITY $ 540,830 

The accompanying notes are an integral part of this statement. 



EXHIBIT 2 
REALGY, LLC 

STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31.2006 

REVENUES 

OPERATING EXPENSES: 
Bad debts 
Bank charges 
Commissions 
Consulting services 
Dues and subscriptions 
Filing fees 
Gas usage charges 
insurance 
Internet fees 
Office supplies 
Payroll expenses 
Postage and delivery 
Professional fees 
Rent 
Subcontractors 
Subscription fees 
Telephone 
Termination fees 
Travel and entertainment 
Utilities 

Total operating expenses 

NET OPERATING INCOME 

OTHER INCOME/(EXPENSES): 
Interest income 
Interest expense 

Net other income 

NET INCOME 

$ 1,566,384 

$ 77,834 
81 6 

155,382 
87,001 

2,135 
909 

380,500 
1,443 
1,706 

412 
254,377 

36 
16,608 
8,764 

235,614 
2,427 
2,303 

145,871 
718 
250 

$ 1,375,106 

$ 191,278 

$ 4,937 
(4,453) 

$ 484 

$ 191,762 

The accompanying notes are an integral part of this statement. 



REALGY, LLC 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31,2006 

EXHIBIT 3 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 
Adjustments to receoncile net income to net cash 

provided by operating activities: 
Bad debt expense 

(Increase) in accounts receivable 
(Decrease) in accrued expenses 

Change in assets and liabilities. 

Total adjustments 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Payments to notes receivable - Related parties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Member distributions 
Net payments from member's notes payable 

Net cash (used in) financing activities 

NET INCREASE IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

$ 191,762 

$ 77,834 

(355,232) 
(87,498) 

$ (364,896) 

$ (173,134) 

$ (14,027) 

$ (2,129) 
60,000 

$ 57,871 

$ (129,290) 

135,236 

$ 5,946 

The accompanying notes are an integral part of this statement. 



REALGY. LLC 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31,2006 

[I) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

A summary of the significant accounting policies, which have been followed in 
preparing the accompanying financial statements, is set forth below. 

Nature of business - 

Realgy, LLC (the Company) provides energy producers and consumers, primarily 
related to the natural gas industry, with a variety of services. The Company's primary 
revenue source is related to its sale of natural gas to businesses in Northern Illinois and 
Indiana. The Company is approved as a "Registered Marketer", whereby it is positioned 
as a retail provider of natural gas behind regulated utilities. The Company utilizes third 
party commission-based organizations to locate and secure customers and pays a 
service fee to one of its largest utilities to handle invoicing and collections from its 
customers, which number in excess of two thousand. 

Cash and cash equivalents - 

The Company considers all highly liquid debt instruments with a maturity of three 
months or less to be cash equivalents. 

Accounts receivable - 

The Company grants trade credit to its customers located primarily in the United 
States of America. Receivables are valued at management's estimate of the amount 
that will ultimately be collected. The Company uses the direct write-off method and 
expenses any amounts deemed uncollectible. 

Bad debt expense in 2006 was $77,834 

ShipDinq and handlinq costs - 

It is the Company's policy to report shipping and handling costs in the Statement 
of Income as a component of operating costs. 
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II) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

Propertv and eauiDment - 
Property and equipment are recorded at cost. Depreciation is computed using 

the straight-line method over the estimated useful lives ranging from 3-7 years. Repair 
and maintenance costs are expensed as incurred. 

Renewals and betterment of property are accounted for as additions to the asset 
accounts. Upon retirement or other disposition of property, costs and the related 
accumulated depreciation are removed from the accounts and a gain or loss is reflected 
in income. 

Credit risk - 
Financial instruments, which potentially subject the Company to concentrations 

of credit risk, consist principally of cash and trade receivables. The Company places its 
cash and deposits with high credit quality financial institutions; however, deposits 
occasionally exceed the federally insured limits. Concentrations of credit risk with 
respect to trade receivables are for a diversified group of customers located primarily in 
Illinois and Indiana. 

Use of estimates - 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires the use of management's estimates and assumptions 
that affect the reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Income taxes - 

The Company has elected to be taxed under the provisions under Subchapter K 
of the Internal Revenue Code. Under those provisions, the Company does not pay 
corporate income taxes on its taxable income. Instead, the members are liable for 
individual income taxes on the Company's taxable income. 
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12) RELATED PARTY TRANSACTIONS: 

The Company conducts transactions with various related parties, including direct 
transactions with the members and businesses that the members have direct ownership 
in. These include: 

- Resultset, Inc. 
- Mike &Jim LLC 
- STRIV, LLC 

For the year ended December 31, 2006, the Company incurred consulting 
expenses of $77,614 with Resultset, Inc. and subcontractor expenses of $18,000 with 
STRIV, LLC. 

As of December 31, 2006, the Company had the following balances with related 
parties: 

Due from Mike and Jim, LLC $ 51,027 
Note payable - Michael Vrtis 50,000 
Note payable - Jim Vrtis 35,000 

The Company's notes payable bear interest at 12% and are due in less than one 

In 2006, the Company paid interest of $4,453, all to related parties 

year. 

[3) OTHER ASSETS: 

In March 2003, the Company paid a refundable deposit in the form of a 
performance bond related to its servicing agreement with Northern Indiana Public 
Service Company (NIPSCO). NIPSCO is a regional utility and natural gas provider that 
has entered into a servicing agreement with the Company whereby NIPSCO is 
responsible for invoicing and collections from the Company's monthly natural gas 
customers. As of December 31, 2006, the Company's performance bond deposit with 
NIPSCO was $100,000. 
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J4) MEMBER DISTRIBUTIONS: 

As a Limited Liability Company (LLC), the Company may distribute previously 
taxed income. Distributions in 2006 were $2,129. 

/5) COMMITMENTS: 

The Company leases two ofice facilities under operating leases. The operating 
leases will expire at various dates through November, 2008. Total rent expense was 
$8,764 for 2006. 

Future minimum rental commitments as of December 31, 2006 for non- 
cancelable leases are as follows: 

2007 $ 4,800 
2008 5,100 

[6) MAJOR SUPPLIER: 

Approximately 14% of the Company's purchases were from one utility company 
in 2006. 

(7) SUBSEQUENT EVENT: 

The Company has been named in a lawsuit involving a former vendor that 
provided commission-based sales services during 2005. The Company's management 
does not expect the outcome of this legal proceeding will have a material adverse effect 
on the Company's financial condition, results of operations or cash flows. 

(8) SUPPLEMENTAL STATEMENT FOR STATEMENT OF CASH FLOWS: 

Interest income received in 2006: $4,937 
Interest expense paid in 2006: (2,771) 

Income tax paid in 2006: ( 250) 



Schilling &Associates, CPA, PC 
1845 Cherry St. 

Wheaton, IL 60187 
708.431 . I  065 

May 14, 2007 

Mr. Michael Vrtis 
Realgy, LLC 
1100 New Britain Avenue 
Suite 15 
West Hartford, CT 061 10 

Dear Mr. Vrtis, 

Enclosed is the calculation of the financial ratios you requested for Realgy, 
LLC. 

These four ratios have been prepared according the definitions and 
incorporations under Title 83, Chapter I ,  Subchapter d, Part 551 of the 
Administrative Code, Certification of Alternate Gas Suppliers. 

The ratios have been completed using the audited financial statements 
issued by our firm. We have attached the audited financial statements along with 
references to the individual ratio worksheet. 

If you have any questions, please do not hesitate to contact our office. 

Sincerely, 

R. Dirk Schilling, CPA 



REALGV. .LC 
CERTIFICATOh OFALTERhATIVE GASSJPPLERP 

SECTION 551 8 0 .  FINAhrC.AL Q J A J F  CAT OhS 
S U B S E C T l O h ~ l l l - F N A h C 4 ~ R e T l O S  

FOR THE YEAR ENDED DECEMBER 31 2006 

Financia Statement 
reference 

RATIO A. Pre-tax Interest Coveraae 

Net income 
* Interest expense 

Interest Income 
+ IncOrneIaxeS 

Eamingsfmm mnhnuing operations 

Gmss inteie~t expense 

Pre-tax interest coverage ratio 

Diwded by 

Points earned per table in Subsection g(q)(A) 

E x h M  2, reference A 
Exhibit 2, reference B 
Exhibit 2, reference C 
"la 

Exhibit 2, reference B 

191,782 
4,453 

(4.937) 

191.278 
dvided by 

4.453 - 
43.0 - 

5 

RATIO B -Funds from Ooerations Interest Cweraae 

Cash daws from operations Exhibit 3. referenceA (173.134) 
- AdiuBtmentS that affed working capital 

(Inmare) in acC(Iunls receivable Exhibit3. reference B (355.232) 
(Decrease] in accrued expenses Exhibit3 reference C (87.498) 

442.730 
* Gmss Interesteqlenre Exhibit 2. reference B 4,453 

Subfotal 274,049 
Divided by divided by 

Gmss interest expense Exhibit 2, leference B 4,453 

Funds from Operations Interest Coverage ratio 
Points earned per table in Subsection g(l)(B) 

61.5 
~ - 

5 

RATIO C -Funds from ODerations to Average Total Debt 

Cash Row~fmm operations Exhibit 3. reference A (173.134) 
- Adjustments that affect waiking capital 

(Increase) in acmunts receivable Exhibit 3, refeience B (355.232) 
(Decrease] in accrued expenses Exhibit3, refeience C (87.498L 

442.730 
* GmSS Interest expense Exhibit2. reference B 4,453 

Subtotal 274,049 

Average balance Of Total Debt 
Drvflded by divided by 

Told debt. December31.2005 Exhibit4 reference C 25.WO 
Tdd debt, December 31,2006 Exhibit 1, reference C &5WO 

55,OW 

Funds from Operations to Average Total Debt 498% - 
Points earned per table in Subsection g(l)(C) 5 

RATIO D - Total Debt to Total Cmitalization 
Total deb1 

Total Capltallzsll~n (Tolai Members Equity] 
Diwded by 

Total Debt to Total Capitalbation 
Points earned per table in Subsection g(l)(D) 

Exhibit 1. reference C 

Exhibit 1. reference D 

85.000 
divied by 
450.238 

~ 

19% - 
5 - 

TOTAL POINTS FORTHE FOUR RATIOS 20 - 



Schilling 8 Associates, CPA, PC 
1845 Cherry St. 

Wheaton, IL 60187 
708.431.1065 

INDEPENDENT AUDITOR'S REPORT 

To the Members of 
Realgy, LLC: 

We have audited the accompanying balance sheet of Realgy, LLC (a 
Connecticut limited liability corporation) as of December 31, 2006, and the related 
statements of income and cash flows for the year then ended. These financial statements 
are the responsibility of the Company's management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted 
in the United States of America. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all 
material respects, the financial position of Realgy, LLC as of December 31, 2006, and the 
results of its operations and its cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

E 

SCHILLING & ASSOCIATES 

Wheaton, Illinois 
May I O ,  2007 



EXHIBIT 1 
REALGY. LLC 

BALANCESHEET 
DECEMBER 31,2006 

ASSETS 

CURRENT ASSETS: 
Cash 
Accounts receivable 

Total current assets 

PROPERTY AND EQUIPMENT, at cost: 
Computer equipment 
Less: Accumulated depreciation 

Net property and equipment 

OTHER ASSETS: 
Notes receivable - Related party 
Bond deposit 

Total other assets 

TOTAL ASSETS 

$ 5,946 
383,857 

(A) $ 389,803 

$ 14,000 
(14,000) 

$ 0 

$ 51,027 
100,000 

$ 151,027 

$ 540,830 

CURRENT LIABILITIES: 
Notes payable - Members 
Accrued expenses 
Payroll liabilities 

Total current liabilities 

LIABILITIES AND MEMBERS' EQUITY 

MEMBERS' EQUITY: 
Members' equity, beginning of year 
Net income 
Members' distributions 

( C )  $ 85,000 
( B )  1,682 
( B )  3,910 

$ 90,592 

$ 260,605 
191,762 

(2,129) 

Members' equity, end of year $ 450,238 

TOTAL LIABILITIES AND MEMBERS EQUITY $ 540,830 

The accompanying notes are an integral part of this statement. 



REVENUES 

EXHIBIT 2 
REALGY. LLC 

STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31,2006 

OPERATING EXPENSES: 
Bad debts 
Bank charges 
Commissions 
Consulting services 
Dues and subscriptions 
Filing fees 
Gas usage charges 
Insurance 
Internet fees 
Office supplies 
Payroll expenses 
Postage and delivery 
Professional fees 
Rent 
Subcontractors 
Subscription fees 
Telephone 
Termination fees 
Travel and entertainment 
Utilities 

Total operating expenses 

NET OPERATING INCOME 

OTHER INCOME/(EXPENSES): 
Interest income 
Interest expense 

Net other income 

NET INCOME 

$ 1,566,384 

$ 77,834 
816 

155,382 
87,001 
2,135 

909 
380,500 

1,443 
1,706 

412 
254,377 

36 
16,608 
8,764 

235,614 
2,427 
2,303 

145,871 
718 
250 

5 1,375,106 

$ 191,278 

( C )  $ 4,937 
(B) (4,453) 

$ 484 

( A )  $ 191,762 

The accompanying notes are an integral part of this statement. 



The accompanying notes are an integral part of this statement. 

REALGY, LLC 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED DECEMBER 31,2006 

EXHIBIT 3 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income $ 191,762 
Adjustments to receoncile net income to net cash 

provided by operating activities: 
Bad debt expense $ 77,834 

Change in assets and liabilities: 
(Increase) in accounts receivable ( B )  (355,232) 
(Decrease) in accrued expenses ( C )  (87,498) 

Total adjustments $ (364,896) 

Net cash provided by operating activities ( A )  $ (173,134) 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Payments to notes receivable - Related parties 5 (14,027) 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Member distributions $ (2,129) 
Net payments from member's notes payable 60,000 

Net cash (used in) financing activities $ 57,871 

NET INCREASE IN CASH $ (129,290) 

135,236 CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD $ 5,946 



REALGY, LLC 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31.2006 

J1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

A summary of the significant accounting policies, which have been followed in 
preparing the accompanying financial statements, is set forth below. 

Nature of business - 

Realgy, LLC (the Company) provides energy producers and consumers, primarily 
related to the natural gas industry, with a variety of services. The Company's primary 
revenue source is related to its sale of natural gas to businesses in Northern Illinois and 
Indiana. The Company is approved as a "Registered Marketer", whereby it is positioned 
as a retail provider of natural gas behind regulated utilities. The Company utilizes third 
party, commission-based organizations to locate and secure customers and pays a 
service fee to one of its largest utilities to handle invoicing and collections from its 
customers, which number in excess of two thousand. 

Cash and cash equivalents - 

The Company considers all highly liquid debt instruments with a maturity of three 
months or less to be cash equivalents. 

Accounts receivable - 

The Company grants trade credit to its customers located primarily in the United 
States of America. Receivables are valued at management's estimate of the amount 
that will ultimately be collected. The Company uses the direct write-off method and 
expenses any amounts deemed uncollectible. 

Bad debt expense in 2006 was $77,834. 

Shiminq and handlinq costs - 

It is the Company's policy to report shipping and handling costs in the Statement 
of Income as a component of operating costs. 



- 2 -  

(1 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

ProDerty and equiDment - 

Property and equipment are recorded at cost. Depreciation is computed using 
the straight-line method over the estimated useful lives ranging from 3-7 years. Repair 
and maintenance costs are expensed as incurred. 

Renewals and betterment of property are accounted for as additions to the asset 
accounts. Upon retirement or other disposition of property, costs and the related 
accumulated depreciation are removed from the accounts and a gain or loss is reflected 
in income. 

Credit risk - 

Financial instruments, which potentially subject the Company to concentrations 
of credit risk, consist principally of cash and trade receivables. The Company places its 
cash and deposits with high credit quality financial institutions; however, deposits 
occasionally exceed the federally insured limits. Concentrations of credit risk with 
respect to trade receivables are for a diversified group of customers located primarily in 
Illinois and Indiana. 

Use of estimates - 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires the use of management's estimates and assumptions 
that affect the reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Income taxes - 

The Company has elected to be taxed under the provisions under Subchapter K 
of the Internal Revenue Code. Under those provisions, the Company does not pay 
corporate income taxes on its taxable income. Instead, the members are liable for 
individual income taxes on the Company's taxable income. 
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i2) RELATED PARTY TRANSACTIONS: 

The Company conducts transactions with various related parties, including direct 
transactions with the members and businesses that the members have direct ownership 
in. These include: 

- Resultset, Inc. 
- Mike &Jim LLC 
- STRIV. LLC 

For the year ended December 31, 2006, the Company incurred consulting 
expenses of $77,614 with Resultset, Inc. and subcontractor expenses of $18,000 with 
STRIV, LLC. 

As of December 31, 2006, the Company had the following balances with related 
parties: 

Due from Mike and Jim, LLC $ 51,027 
Note payable - Michael Vrtis 50,000 
Note payable -Jim Vrtis 35,000 

The Company's notes payable bear interest at 12% and are due in less than one 
year. 

In 2006, the Company paid interest of $4,453, all to related parties 

J3) OTHER ASSETS: 

In March 2003, the Company paid a refundable deposit in the form of a 
performance bond related to its servicing agreement with Northern Indiana Public 
Service Company (NIPSCO). NIPSCO is a regional utility and natural gas provider that 
has entered into a servicing agreement with the Company whereby NIPSCO is 
responsible for invoicing and collections from the Company's monthly natural qas 
cus.tomers. As of December 31, 2006, the Company's performance bond deposit with 
NIPSCO was $100,000. 
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J4) MEMBER DISTRIBUTIONS: 

As a Limited Liability Company (LLC), the Company may distribute previously 
taxed income. Distributions in 2006 were $2,129. 

[5) COMMITMENTS: 

The Company leases two office facilities under operating leases. The operating 
leases will expire at various dates through November, 2008. Total rent expense was 
$8,764 for 2006. 

Future minimum rental commitments as of December 31, 2006 for non- 
cancelable leases are as follows: 

2007 $ 4,800 
2008 5,100 

J6) MAJOR SUPPLIER: 

Approximately 14% of the Company's purchases were from one utility company 
in 2006. 

[7) SUBSEQUENT EVENT: 

The Company has been named in a lawsuit involving a former vendor that 
provided commission-based sales services during 2005. The Company's management 
does not expect the outcome of this legal proceeding will have a material adverse effect 
on the Company's financial condition, results of operations or cash flows. 

(8 )  SUPPLEMENTAL STATEMENT FOR STATEMENT OF CASH FLOWS: 

Interest income received in 2006: 
Interest expense paid in 2006: 

$4,937 
(2,771) 

Income tax paid in 2006: ( 250) 


