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INTRODUCTION 1 

Q. State your name and business address, and tell us on whose behalf you are 2 

testifying? 3 

A. I am James L. Crist, President of Lumen Group, Inc. a consulting firm focused on 4 

regulatory and market issues.  My business address is 4226 Yarmouth Drive, 5 

Suite 101, Allison Park, Pennsylvania 15101.  I am presenting testimony on 6 

behalf of Dominion Retail, Inc., Interstate Gas Supply of Illinois, Inc., and US 7 

Energy Savings Corporation, collectively the “Retail Gas Suppliers” or “RGS.” 8 

Q. Briefly describe your educational experience and relevant qualifications. 9 

A.  I have a B.S. in Chemical Engineering from Carnegie Mellon University and an 10 

M.B.A from the University of Pittsburgh. I have operated a consulting practice for 11 

the past eleven years focused on regulated and deregulated energy company 12 

strategy, market strategy, regulatory issues and overseeing the transition to 13 

competitive retail markets.  In one of my consulting assignments I served as the 14 

Vice President of Customer Markets for ACN Energy, a retail marketer of gas and 15 

electricity in seven states.  Prior to that, I was employed by three major energy 16 

companies for a total of 19 years.  Most recently I was Vice President of 17 

Marketing for Equitable Resources.  In that function, I was responsible  for the 18 

development of strategy for customer choice programs and oversaw the 19 

company’s participation in the first residential customer choice program in Rock 20 

Valley, Iowa, in 1996. 21 

Prior to my employment at Equitable Resources, I was Vice President of 22 

Marketing for Citizens Utilities.  In that role I was responsible for gas, electric, 23 
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water and wastewater marketing activities across several service territories in the 1 

United States.  Under my direction, Citizens Utilities initiated commercial and 2 

industrial transportation and supply services at its gas operation in Arizona.  I 3 

directed significant gas supply contracting activities with large industrial and 4 

commercial customers at Citizens Utilities’ gas operation in Louisiana. 5 

 6 

I was the Marketing Director at Peoples Gas (now Dominion Peoples) of 7 

Pittsburgh, Pennsylvania, during 1988 through 1994, where I was actively 8 

involved in many gas transportation programs as the company introduced 9 

competition for residential customers.  In summary, I have considerable 10 

experience in several states fostering the transition to competitive retail markets.  11 

Q. Have you testified before in Illinois?   12 

A. Yes.  I testified in the Nicor Gas base rate proceeding (Docket No. 04-0779) 13 

during 2005.  I also presented testimony in the WPS/Peoples Energy merger case 14 

(Docket No. 06-0540) on many of these issues. 15 

Q. Would you briefly describe the Choices For You program, regulated sales 16 

service and large volume transportation riders? 17 

A. The Choices For You program provides consumers with an alternative to 18 

traditional sales service in which both North Shore Gas Company and Peoples 19 

Gas Light and Coke Company (collectively “the Company” unless otherwise 20 

noted) provides natural gas supply at a regulated rate through a Purchased Gas 21 

Adjustment mechanism (“PGA”).  The PGA rate is the rate that sales service 22 

customers (i.e. customers who remain with Peoples and North Shore for their 23 
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natural gas supply) pay for the natural gas they consume. Under the Choices For 1 

You program, residential and commercial customers have the option to leave the 2 

PGA rate and purchase their natural gas supply from alternative gas suppliers 3 

(“suppliers”).  Because the Company is required to pass the cost of gas on to 4 

customer through the PGA with no mark-up, it should be indifferent as to whether 5 

customers remain on sales service or purchase natural gas supply from an 6 

alternative supplier. 7 

Both North Shore Gas Company and Peoples Gas Light and Coke Company offer 8 

their Choices For You program through their respective tariffs.  The combination 9 

of Rider SVT, Small Volume Transportation Service, and Rider AGG, 10 

Aggregation Service, facilitates the delivery of natural gas supply purchased by 11 

alternative gas suppliers on behalf of Choices For You customers.  These tariffs 12 

include various provisions related to the use of storage, delivery tolerances, 13 

customer and supplier charges, and other terms and conditions related to the 14 

provision of service to Choices For You customers.  The number of customers 15 

purchasing natural gas supply from alternative gas suppliers through Choices For 16 

You has grown steadily since the program was made available to residential 17 

customers in 2001.  The program continues to grow as customers find it 18 

advantageous to purchase natural gas supply from alternative suppliers rather than 19 

the regulated utility. 20 

 The Company also has several transportation riders that allow large volume 21 

industrial and commercial customers to purchase supply from alternative gas 22 

suppliers.  These tariffs typically provide suppliers with more flexibility over the 23 
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use of storage than the Choices For You program and require customers to have 1 

advanced metering.   2 

Q. Do the company’s Choices for You and related tariffs have an effect on the 3 

development of alternative gas supply choices for cons umers in Peoples and 4 

North Shore’s service territories? 5 

A. Most certainly.  The terms and conditions set forth in the Company’s Choices for 6 

You and related tariffs have a significant impact on whether suppliers will be able 7 

to successfully operate in People’s and North Shore’s service territories.  These 8 

tariffs include various provisions (e.g. the use of storage, delivery tolerances, and 9 

customer supply charges) that affect a supplier’s ability to offer a competitive 10 

supply product. 11 

Q. How would you compare the current versions of the Peoples’ and North 12 

Shore Choices for You programs to other choice programs offered across the 13 

country? 14 

 A. Much can be done to implement “best practices” we see in other states and even 15 

in Nicor choice program.  The Commission should not be satisfied with current 16 

progress. 17 

Q. Provide some background on your recent involvement in issues related to 18 

Peoples’ Choices For You program? 19 

A. During 2006 and 2007, I represented RGS in meetings with Peoples 20 

representatives and the Illinois Commerce Commission Staff (“Staff”) to seek 21 

improvements to the Peoples’ “Choices for You” program.  These meetings were 22 

required by the Commission in paragraph 36 of Appendix A to its Final Order in 23 
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Docket No. 06-0450 (“Appendix A”).  In those meetings, and in my testimony 1 

here, the objective of RGS has been to propose revisions to the Choices For You 2 

program that will provide greater benefits to Peoples’ residential and small 3 

commercial customers.  4 

Q. What is the purpose of your testimony? 5 

A. Our overall objective has been, and continues to be, the promotion of fairer rules 6 

that will create a level playing field with the Company’s sales service and large 7 

volume transportation services that will remove uneconomic barriers to customers 8 

choosing whether to experience the benefits of Choices For You.  I will propose 9 

many improvements that will enable suppliers to offer additional benefits to 10 

customers, allow suppliers to offer lower cost supply, and improve the overall 11 

customer experience. 12 

The RGS have identified a number of areas for improvement in the existing 13 

“Choices for You” program.  Prior to the merger announcement, RGS had a 14 

number of productive meetings with the Company concerning our suggestions for 15 

improvements to the program.  Upon the announcement of the merger with WPS, 16 

those discussions abruptly ended.  The RGS intervened in the merger case and 17 

negotiated a settlement which resolved some issues immediately.  Issues that were 18 

not resolved immediately were broken into three categories.  Some issues were 19 

agreed upon but required a tariff filing, which Peoples executed on April 26, 2007 20 

(paragraph 34 of Appendix A to the Commission’s Order “Appendix A”).  There 21 

were issues that Peoples agreed to introduce and support in the instant proceeding 22 

(paragraph 35 of Appendix A), and there were issues where Peoples and the RGS 23 
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did not reach agreement.  These latter issues were the subject of workshops held 1 

pursuant to paragraph 36 of Appendix A.  My testimony also addresses the failure 2 

of Peoples to fully comply with its obligations in paragraph 35 of Appendix A by 3 

failing to propose all of the changes required by that paragraph and issues 4 

negotiated in the workshops required by paragraph 36 that are still unresolved. 5 

Q. In general, what are those issues? 6 

A. My testimony concerns several issues pertaining to the operational requirements 7 

that Peoples places on Choices For You suppliers along with the costs associated 8 

with the Choices For You program. Such issues include operational issues like the 9 

revision of the asset allocation and utilization rights for Choices For You 10 

customers, including on and off system storage as well as the upstream assets.  11 

They include financial issues like the inappropriate inclusion of working capital 12 

costs for system gas in storage in base rates, causing Choices For You customers 13 

to pay those costs even though their suppliers already incur such costs on their 14 

behalf.  They also include the elimination of system gas cost bad debt from base 15 

rates; the creation of a purchase of receivables program; and the revision of the 16 

Aggregation Balancing Gas Charge (“ABGC”) to reflect the benefit of services 17 

provided.  There are important administrative issues, including the need for 18 

improvement of the Pegasys system along with several others.   My overall 19 

objective is to promote fairer rules that will create a level playing field with the 20 

Company’s sales service and large volume transportation services so that all 21 

customers can experience the benefits of Choices For You.  I will propose many 22 

improvements that will enable suppliers to offer additional benefits to customers, 23 
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allow suppliers to offer lower cost supply, and improve the overall customer 1 

experience. 2 

Q. What are the specific issues you will address? 3 

A. I have broken them down into several main areas: 4 

1.  Customers that elect to be supplied under Choices For You should receive a 5 

fair allocation of capacity and storage assets.  In order to provide access to on- 6 

and off-system storage and pipeline assets commensurate with the costs of 7 

those facilities and the flexibility that they provide the Company should allow 8 

suppliers to: 9 

 a. Have daily injection and withdrawal rights that are commensurate with the 10 

rights and flexibility provided by the storage capacity that is allocated to 11 

Choices For You customers through various charges. 12 

b. Meet monthly targets for injections and withdrawals that are commensurate 13 

with the Company’s operations; 14 

c. Manage daily deliveries to a target provided by the Company with +/- daily 15 

tolerance and impose appropriate penalties for suppliers not hitting delivery 16 

target range. The daily target should be the Company’s best estimate of the 17 

customer usage for that particular supplier on that given day. 18 

d. Eliminate month end tolerance penalties since tolerances related to 19 

suppliers’ targets are checked daily 20 

2. The Company should be required to uphold its commitment in paragraph 35 of 21 

Appendix A to provide residential customer mailing list data to CFY 22 

suppliers.  23 
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3.  Choices For You customers should not pay for bad debt related to sales service 1 

customers. 2 

4.  A Purchase of Receivables (POR) program for purchase of CFY supplier bad 3 

debt should be implemented. 4 

5. Working Capital for system gas costs should be borne by sales service 5 

customers and not paid for by transportation or Choices For You customers.  6 

There is already precedent in Illinois as the Commission did exactly this in 7 

Docket No. 00-0621 and Docket No. 01-0470 (Peoples Choices For You 8 

residential expansion).  In those dockets, the Commission estimated the 9 

amount of working capital associated with gas in storage that was allocated to 10 

suppliers through base rates and offset those costs by reducing the monthly 11 

charges that the Company proposed to assess to Choices For You customers. 12 

6.  The Administrative Monthly Aggregation Charge should be eliminated. 13 

7. The Company should provide access to customer payment history with 14 

customer authorization. 15 

8. The PEGAsys system should be improved to facilitate more efficient 16 

transactions between the Company, suppliers, and Choices For You customers  17 

9. The requirement that a customer returning from CFY to sales service must 18 

remain on sales service for a minimum time of one year before returning to 19 

CFY should be eliminated.  20 

10.  The provision requiring a meter read to have occurred within the previous 21 

120 days in order for a customer to be enrolled in CFY should be eliminated. 22 
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11. The RGS support several changes sought by the RGS and agreed to by the 1 

Company in its direct testimony in the instant proceeding. 2 

 3 

FAIR ALLOCATION AND CONTROL OF UPSTREAM CAPACITY AND 4 

ALL STORAGE ASSETS 5 

Q. How would you characterize the benefits that natural gas storage facilities 6 

can provide? 7 

A. The benefits associated with the use of natural gas storage facilities can be 8 

separated into three general categories.  First, storage provides a seasonal hedge 9 

by allowing suppliers to inject gas into storage during the injection season 10 

(roughly April through October), when spot prices are typically low, and 11 

withdraw gas from storage during the withdrawal season (roughly November 12 

through March), when spot prices are typically high.  Second, storage facilities 13 

allow suppliers to hedge daily price volatility in natural gas markets and meet 14 

day-to-day fluctuations in demand.  Third, storage can reduce the need for more 15 

expensive pipeline capacity during periods of peak demand. 16 

Q. Provide a brief explanation of the assets in the Company’s storage portfolio 17 

and explain how the Company recovers the cost of storage assets from 18 

Choices For You customers? 19 

A. The Company’s portfo lio of storage assets consists of on-system storage facilities 20 

and off-system leased storage services.  On-system storage is owned by the 21 

company and directly connected to the Company’s distribution system.  The costs 22 

of on-system storage are recovered equally from all residential and commercial 23 
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customers through base rate delivery charges.  Off-system storage is connected to 1 

the interstate pipelines that serve the Company’s distribution system.  Off-system 2 

storage is leased by the Company through contracts with third-parties.  The costs 3 

of off-system storage are recovered from residential and commercial customers 4 

whether they are on sales service, via the Non-Commodity Gas Charge, or on 5 

Choices For You, via the ABGC.  Both of these charges provide for the pass-6 

through of interstate pipeline transportation costs as well as leased storage costs. 7 

Q. Are the rights to storage allocated equally across sales service customers and 8 

Choices For You customers? 9 

A. No.  Despite the fact that the Company recovers the same amount of storage costs 10 

from customers regardless of whether a customer is on sales service or on service 11 

under Choices For You, Choices For You customers are deprived of a significant 12 

amount of the daily and monthly injection and withdrawal rights associated with 13 

the storage costs recovered from Choices For You customers. 14 

Q. Explain why Peoples’ proposed method of determining daily and monthly 15 

withdrawals and injections deprives suppliers and Choices For You 16 

customers from the benefits that can be derived from the use of storage? 17 

A. Under the Company’s current proposal, suppliers are prevented from varying the 18 

amount of gas withdrawn from and injected into storage on a month-to-month 19 

basis even though such flexibility is afforded by the storage assets tha t Choices 20 

For You customers ultimately pay for.  Instead, the amount of storage capacity 21 

withdrawn from and injected into storage on a monthly basis is a fixed number 22 

that is administratively determined by the Company with a limited consideration 23 
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of actual weather.  Likewise, under the Company’s proposal, suppliers are 1 

prevented from varying the amount of gas withdrawn from and injected into 2 

storage on a daily basis.  Instead, daily withdrawals and injections are 3 

administratively determined by an algorithm.  Thus, the failure to provide storage 4 

rights that are commensurate with the storage costs recovered from Choices For 5 

You customers and suppliers, deprives suppliers of the ability to fully hedge daily 6 

price volatility, meet day-to-day fluctuations in demand, and supplement the need 7 

for additional pipeline capacity during periods of peak demand. 8 

Q. Does the Company’s method of determining suppliers’ storage injections and 9 

withdrawals allow suppliers to use storage for seasonal hedging? 10 

A. Not adequately enough.  The company allocates seasonal storage capacity based 11 

on the ratio of total top gas capacity of on- and off-system storage to design peak 12 

day supply minus customer-owned deliveries.  This ratio results in an Allowable 13 

Bank of capacity that the Company requires suppliers to fill during the injection 14 

period and draw down during the withdrawal period.  As noted above however, 15 

withdrawals and injections are administratively determined by the Company.  16 

Suppliers have no flexibility associated with the rights that the allocated storage 17 

assets should provide.  Further, the Company has not demonstrated that the 18 

amount of seasonal capacity allocated to Choices For You customers is 19 

commensurate with the storage costs recovered from those customers. 20 

Q. Does the Company acknowledge that the storage allocated to Choices For 21 

You customers and suppliers could provide the daily and monthly flexibility 22 

that you describe above? 23 
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A. Yes.  On pages 15 through 18 of Peoples Gas Ex. TZ-1.0, Company Witness Zack 1 

provides a description of the rights associated with the various on-system and off-2 

system storage assets in the Company’s storage portfolio.  On page 15, Mr. Zack 3 

states,  4 

“Generally, the pipeline’s leased storage contracts grant the Company 5 
three specific rights: 1) a right to a certain maximum inventory level or 6 
capacity; 2) a right to withdraw that inventory on a given day, for a 7 
maximum number of days, during a particular season; and 3) a right to 8 
inject a certain amount into that inventory on a given day, for a maximum 9 
number of days, during a particular season. 10 

 11 
The costs of these exact storage assets that Mr. Zack describes are allocated to 12 

Choices For You customers and suppliers, yet the rights that Mr. Zack describes 13 

are not assigned to Choices For You customers.  Mr. Zack goes on to describe 14 

additional and more detailed rights that are associated with all of the Company’s 15 

leased storage and on-system storage. 16 

Q. What do you think was the purpose of the description of the specific rights 17 

afforded by the various leased storage contracts and on-system storage 18 

facilities? 19 

A. I believe Mr. Zack intended to outline the rights afforded by the various storage 20 

assets in order to support his claim that large volume transportation customers are 21 

afforded too much flexibility under the current large volume transportation tariffs.  22 

The unintended consequence of this description of the rights afforded by the 23 

various storage assets was to highlight the lack of daily and monthly flexibility 24 

over storage use that is afforded to Choices For You customers given the costs 25 

that are recovered from Choices For You customers and suppliers. 26 



 14

Q. Why should customers that elect to be supplied under Choices For You 1 

receive a fair allocation of capacity and storage assets? 2 

A.  The Company’s distribution system and contracted assets were developed and 3 

operated for the Company’s customers.  Now that Choices For You exists as a 4 

result of Commission direction, we must work to remove obstacles and internal 5 

subsidies so that all the customers are treated equally.  Before Choices For You 6 

and after Choices For You, there were about the same numbers and types of 7 

Residential and Small Commercial customers in the Company’s service territory.  8 

Some of them are selecting alternative gas suppliers but that should not make 9 

them subordinate to the customers that choose to select the Company as a gas 10 

supplier.  Until the crucial terms and conditions relating to use of storage and 11 

delivered gas are made equal, there will remain a penalty to customers that select 12 

gas suppliers other than the Company and that has a negative effect on 13 

competition.   14 

Q. Under the current tariff what aspects of upstream storage and asset 15 

allocation are unfair to residential and commercial customers that elect to be 16 

supplied under the Choices For You program? 17 

A. Although the Company provides Choices For You suppliers with some storage 18 

capacity (for which they pay an amount equivalent to the storage costs included in 19 

sales customers bills), suppliers are not allowed to control what is injected or 20 

withdrawn from storage on any specific day.  Choices For You customers 21 

therefore obtain less ability to control gas costs through use of storage than 22 

Peoples has to reduce the costs of its own sales customers.  The solution to this 23 
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inequity is to require that identical storage rights be allocated to the supplier.    1 

Peoples and North Shore have a total of approximately 1.736 bcf of daily storage 2 

withdrawal rights at the peak (1.503 bcf for Peoples and 0.232 bcf for North 3 

Shore), and approximately 0.56 bcf per day of injection rights at the peak.1  In 4 

addition, total winter withdrawal rights are approximately 71.3 bcf on Peoples and 5 

45.0 bcf on North Shore.  North Shore’s annual throughput for 2006 was 6 

approximately 35.0 bcf, with a peak day of 0.424 bcf and Peoples, for the same 7 

period, was approximately 177.1 bcf, with a peak day of 2.28 bcf.  This equates to 8 

peak day deliverability out of storage for North Shore of approximately 54.789% 9 

and for Peoples approximately 65.929%.  In addition, based upon these numbers 10 

approximately 30.98% of annual throughput can be delivered from storage on 11 

North Shore, while approximately 38.93% of annual throughput can be delivered 12 

from storage on Peoples.2    Given these figures, an equitable allocation of assets 13 

would allocate to Choice suppliers 54.789% of a peak day on North Shore and 14 

65.929% of a peak day on Peoples, with the corresponding daily and monthly 15 

injection and withdrawal rights.  That symmetrical allocation of storage rights will 16 

allow suppliers to control their use of storage to manage their daily swings, just as 17 

Peoples uses the same storage to manage its daily swings.  18 

Q. You mentioned above that the Company assigns storage to Choices For You 19 

suppliers but does not allow suppliers to determine how much gas to inject or 20 

withdraw from storage.  Instead, the Company mandates the exact amounts 21 

                                                 
1 Note, the daily injection and withdrawal rights are seasonal and are also determined seasonally, as 
described on the attached exhibit, RGS Ex. 1.1.   
2 For purposes of annual throughput from storage calculations, Manlove was proratably distributed to NS 
and Peoples based upon the daily withdrawal rights associated with each.    
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of gas to be withdrawn from and injected into storage in a prescribed 1 

manner.  Why is this not preferred by suppliers? 2 

A. One of the fundamental roles of suppliers is to profitably manage supply of their 3 

customers’ gas.  Because the efficient use of storage gas is such a large 4 

component of final gas costs, allowing the utility to maintain control over storage 5 

for suppliers’ customers eliminates suppliers’ ability to control their own costs, 6 

creating an uneven playing field for suppliers seeking to compete with the 7 

Company’s regulated sales service. 8 

Q. Provide an example of how a supplier could better manage their supply costs 9 

if the appropriate storage use rights were assigned. 10 

A. When low price gas is available in the spot market, a supplier might prefer to 11 

purchase that gas to meet its customers’ daily needs instead of withdrawing gas 12 

from storage.  However, Choices For You suppliers must adhere to how the 13 

Company directs the suppliers’ storage injections and withdrawals.  If storage gas 14 

were scheduled to be withdrawn that day, then the supplier cannot use the less 15 

expensive gas available on the spot market.  Peoples, on the other hand, can react 16 

to such market changes and, within the confines of the geological withdrawal 17 

limitations of its storage assets, modify its withdrawals for its own customers to 18 

allow it to purchase inexpensive spot market gas.  This imbalance of storage 19 

rights provides the Company with an unfair advantage over suppliers in lowering 20 

customers’ gas costs. 21 

Q. What utilities allow suppliers to control their use of storage? 22 



 17

A. Most utilities that host successful choice programs where the Retail Gas Suppliers 1 

participate allow such control.  These would include Nicor Gas in Illinois and 2 

East Ohio Gas and Columbia of Ohio, Atlanta Gas Light (which has all of its 3 

residential customers participating in Choice), Dominion Peoples, Niagara 4 

Mohawk, and National Fuel. 5 

Q. How should the storage assets be allocated? 6 

A. Whether customers choose to be a sales customer using system supply or a 7 

Choice customer should make no difference.  The amount of system assets should 8 

be the same on a per customer and per usage basis.   9 

Q. Why is it important for Choices For You suppliers to manage their own 10 

storage withdrawals and injections from a policy perspective? 11 

A. Control of storage injections and withdrawals enables Choices For You suppliers 12 

to compete on the same plane, or on equal footing, as the Company and make 13 

effective gas supply and pricing decisions for their customers.  Suppliers cannot 14 

compete if they are afforded an inferior position on gas delivery and storage. 15 

Q Is the Company supposed to be indifferent as to whom customers select as a 16 

gas supplier? 17 

A.  Absolutely.  The Company is a distribution company and as such is not allowed to 18 

earn a profit on natural gas supply. Yet, here we see restrictions that lower the 19 

Company’s gas supply costs relative to the supply costs of Choices For You 20 

suppliers, thus encouraging customers to select the Company as their supplier. 21 
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Q.  What customer group will be affected by your recommended change in the 1 

way Choices For You customers and their suppliers are allowed to use on-2 

system storage?  3 

A.  Choices For You customers are paying for their prorata share of system assets 4 

through their distribution rates.  They should be provided all of the rights to 5 

utilize their share.  As far as impacts on storage rights compared to the current 6 

sets of rights that are allocated to the various customer classes and off-system 7 

customers that utilize Peoples storage services, I assume the Hub services, which 8 

are services provided to off-system customers under Federal Energy Regulatory 9 

Commission (“FERC”) tariffs, would have less excess capacity for off-system 10 

customers to scavenge.  The customers, whether sales service, Choices For You, 11 

or transportation, should have first rights to utilize the system capabilities over 12 

Hub customers, the sole purpose of which should be to provide incremental 13 

revenues by exploiting excess capacity that the primary customers do not use.   14 

Q. Has the Illinois Commerce Commission faced the issue of the nature of 15 

storage withdrawal requirements imposed on Choices For You type 16 

programs? 17 

A. Yes.  In Docket 01-0470, Peoples made a proposal to impose storage withdrawal 18 

requirements on its Rider SVT customers.  Rider SVT is the Peoples Gas rate for 19 

suppliers in the Choices For You program.  The Commission rejected those 20 

storage withdrawal restrictions, stating:  21 

The Commission finds the Company's proposal problematic 22 
because it requires that suppliers withdraw or inject the same 23 
amount of gas on each day of a given month and, therefore, 24 
deprives SVT Suppliers of the ability to hedge daily price 25 
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volatility, meet day-to-day demand fluctuations and supplement 1 
needs for additional pipeline capacity during peak demand periods 2 
through storage use. (Docket 01-0470 (March 5, 2002) Order at 3 
100-101.) 4 
 5 

In order to remedy the problem with the Company’s storage proposal in Docket 6 

No. 01-0470, the Commission ordered the parties to conduct workshops in order 7 

to provide Choices For You suppliers with greater flexibility over the use of 8 

allocated storage capacity.  At the conclusion of the workshops, the Company 9 

filed proposed tariff changes that were approved by the Commission.  The 10 

approved tariff changes implemented the current Choices For You storage system, 11 

which provides for administratively determined monthly storage capacity levels 12 

that vary by month and storage withdrawals that vary somewhat with heating 13 

degree days based on the output of an administratively determined algorithm.  14 

After several years of operating under these rules, the RGS have come to the 15 

conclusion that they continue to be deprived of the flexibility that their allocated 16 

storage should provide. 17 

 18 
Q Should the Commission apply the same philosophy in this case on the use and 19 

control of storage as it did in its Final Order in Docket No. 01-0470? 20 

A. Yes.  A Choices For You supplier must have “the ability to hedge daily price 21 

volatility, meet day-to-day demand fluctuations and supplement needs for 22 

additional pipeline capacity during peak demand periods through storage use.”  23 

The compromise arrived at through the workshop process failed to deliver storage 24 

rights outlined by the Commission in the Final Order in Docket No. 01-0470.  25 

Choices For You suppliers should be able to manage the gas that they purchase 26 
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and deliver to Peoples, which better enables them to provide a competitive price 1 

to their Choices For You customers and not be exposed to unnecessary risks and 2 

duplicative costs.  3 

Q.  What should happen when customers switch to an alternative supplier under 4 

Choices For You during the course of the year? 5 

A. Access to storage (daily and monthly withdrawal and injection rights) can be 6 

established at a point in time for a base amount, but there needs to be a 7 

mechanism that also takes into account customer migration after the snapshot 8 

occurs, so that additional load can be followed by increased rights.  This would be 9 

similar to the procedures at Nicor Gas where the amount of storage that suppliers 10 

have and their storage rights are tied to a November 1 snapshot, which 11 

significantly reduces storage availability as a percentage of customer load if 12 

additional load migrates to suppliers after the November 1 snapshot.   13 

Q Why is this adjustment so critical to Choices For You suppliers? 14 

A. This is a major cost issue with suppliers as it affects how their costs compare to 15 

the costs of utility sales service.  Suppliers need a mechanism to adjust their gas in 16 

storage as they acquire customers. 17 

Q. How would you propose that Peoples allocate storage capacity? 18 

A. In the manner similar to the program in place at Nicor Gas.  Daily 19 

withdrawal/injection rights should reflect both on-system and off-system storage.  20 

This is very appropriate because Peoples recovers the cost of a significant amount 21 

of off-system storage from suppliers and recovers costs of on-system storage 22 

capacity through base rates.  23 
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Q. What are the details of this proposal? 1 

A. There are five main aspects to the program: 1)  seasonal storage capacity that 2 

reflects the cost allocation of both on-system and off-system storage assets; 2) 3 

daily withdrawal and injection capability that reflects the combined flexibility of 4 

both on-system and off-system storage assets; 3) daily delivery flexibility 5 

expressed by the current +/- 10%; 4) monthly storage withdrawal and injection 6 

targets that must be met under threat of penalty; 5) elimination of month-end 7 

tolerance.  This virtual storage system will implicitly allocate the rights associated 8 

with all assets regardless of whether they are on-system or off-system.   9 

Recommended Storage Capacity Allocation Amounts 10 

Capacity Allocations  
North Shore  

Peoples Gas 

Storage Capacity 

Percentage of customer group annual usage 

30.985 % of 

customer annual 

usage 

39.0 % of  

customer 

annual usage 

Daily Withdrawal Capacity  

(Winter Season Nov –Apr) 

Percentage of customer peak day 

54.79 % of 

customer peak 

day 

65.93 % of 

customer peak 

day 

Daily Injection Capacity  

(Summer Season – Apr - Nov) 

Percentage of customer peak day 

19.7 % of 

customer peak 

day 

19.7 % of 

customer peak 

day 

 11 

 12 
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Q. You cited the fact that such a program is in place at Nicor Gas.  Please 1 

provide a copy of the Commission-approved tariff that describes this 2 

program. 3 

A. Nicor Gas Rider 16, Supplier Aggregation Service, is attached as RGS Ex. 1.2.    4 

Q. Administratively how would Peoples accomplishing such an allocation? 5 

A. I propose that Peoples allocate the storage capacity so that customers receive a 6 

fair and equal amount of storage regardless of whether they are supplied by the 7 

Company or a supplier.  This involves no release of capacity, just more 8 

delivery/withdrawal/injection flexibility.  Peoples would remain the contract 9 

entity and the capacity would be temporarily assigned to each Choices For You 10 

supplier.  Peoples would continue to pay the interstate pipelines and it would 11 

charge the ABGC to Choices For You customers.  If it is determined that the 12 

supplier must pay the pipeline demand charges and commodity usage charges, 13 

then the supplier would do so and Peoples would not charge the ABGC to 14 

Choices For You customers or suppliers. 15 

Q. Are there alternative approaches that could be used to allocate storage 16 

capacity to Choices for You suppliers? 17 

A. Yes.  While the proposal above is the RGS group preferred approach, there are 18 

several other ways that fairness could be implemented for the customers.  For 19 

example, Peoples could at the option of the supplier assign the storage capacity on 20 

one-year recallable basis and  pipeline capacity on month-to-month recallable 21 

basis, again in equal and fair amounts as sales customers receive.  22 
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Q. How does this “assignment” differ from the “allocation” in your first 1 

proposal? 2 

A. An assignment is a more formal change to the contractual relationship between 3 

the interstate pipeline company that actually supplies the storage and the party 4 

that will control the use of that storage.  In this case the storage assets would be 5 

assigned to the suppliers. 6 

Q. What does the feature of “recallable” mean and why is this in your 7 

recommendation? 8 

A. Recallable means that if a supplier is not using the capacity and Peoples had a 9 

need to bring gas into their system that day then they could “recall” and use that 10 

capacity that was assigned to the supplier.  I recommended this to address system 11 

needs that Peoples might have under this proposal.  While I would expect that the 12 

supplier would be moving gas to the fullest extent on a cold day especially given 13 

the potential non-delivery penalties, in the event they are not and Peoples feels 14 

that they need to bring gas into its system, this would be the mechanism to allow 15 

them to do so. 16 

Q. If the Commission were to reject all of your storage proposals and retain the 17 

current mechanism, what should be done? 18 

A. Choices For You customers or their suppliers should not have to pay for upstream 19 

capacity that they cannot use.  Therefore, the Commission should direct Peoples 20 

to remove the Aggregation Balancing Gas Charge (ABGC).  To be clear, 21 

Suppliers would strongly prefer to have access to capacity and storage rather than 22 

the removal of the ABGC.   23 
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Q. What specifics need to be determined to implement your proposal? 1 

A. We need to have all of the details, parameters and percentages of total capacity 2 

that must be in storage each month and percentages of total capacity that can be 3 

injected and withdrawn on a daily basis during the injection and withdrawal 4 

period.  This is similar to the methodology in use on the Nicor Gas system as a 5 

result of the Commissions directive in its la st base rate proceeding.  Because I am 6 

waiting for Company data responses at the time this testimony is being prepared, I 7 

reserve the right to provide additional testimony in this area.  8 

MONTH-END TOLERANCE PENALTY 9 

Q. What is your concern with the Required Monthly Delivery Quantity 10 

tolerance penalty?   11 

A. The inclusion of a month-end tolerance is duplicative, unnecessary and costly to 12 

suppliers.  Rather than being increased to 5 percent, as proposed by Peoples, it 13 

should be eliminated.  Peoples already has a requirement for daily deliveries 14 

within a tolerance band and also has a month-end cash-out provision.  Adding the 15 

month-end tolerance to these restrictions makes the operational rules for a 16 

Choices For You supplier stricter than the requirements imposed on transportation 17 

customers.  This is not fair to the residential and small commercial customers. 18 

The whole concept of the monthly tolerance is duplicative and unnecessary 19 

control and adds more costs onto Choices For You suppliers.  RGS therefore 20 

recommends that it be eliminated.   21 
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Q. Doesn’t Peoples mitigate the impact of the month-end tolerance by allowing 1 

Choices For You customers to deliver gas within upper and lower tolerance 2 

bands on a daily basis? 3 

A. It does not matter.   RGS’s customers are paying for their storage, so suppliers 4 

should be able to use the storage rights to effectively manage its daily gas supply 5 

deliveries. 6 

Q. Does the resolution of this issue depend upon whether the Commission 7 

accepts your proposal to have control of its storage? 8 

A. No.  In any scenario, the end-of-month tolerance is unnecessary and duplicative. 9 

RESIDENTIAL CUSTOMER LIST   10 

Q. Describe Condition 35 of the merger Conditions of Approval. 11 

A. Paragraph 35 of Appendix A to the Order approving the merger states that “the 12 

Gas Companies will propose the following changes to the CFY programs: 13 

1. Provision of Rate 1 customer lists (customer name and address) to Rider SVT 14 

suppliers on substantially the same terms and conditions that these lists are 15 

provided for commercial customers.” 16 

Q. What were the terms and conditions that these lists were provided to 17 

commercial customers as of February 7, 2007, the date that the order 18 

containing the merger conditions was entered. 19 

A. The customer names and addresses were provided to marketers upon payment of a 20 

list rental fee. 21 

Q. Do you have an example of the contract that Peoples uses for the provision of 22 

its customer list? 23 
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A. Yes, Mr. Zack provided that as a response to a data request (NS-PGL RGS 2.04 1 

Attachment 2).  2 

Q. Why is having customer lists from the utility helpful? 3 

A. While marketers can and do obtain name and address lists from commercial list 4 

vendors such lists do not accurately list the customers of the Company.  Any list 5 

provided by the utility would accurately list its actual customers. 6 

Q. Have you had an opportunity to review Mr. Zack’s testimony beginning on 7 

p. 27 where he purports to address this issue? 8 

A.  Yes.  Mr. Zack proposes to offer a variety of residential and commercial customer 9 

data.  In addition to names and addresses he will provide therms billed, billing 10 

dates, and meter read information.   11 

Q. Does Mr. Zack’s proposal reflect the agreement that was reached between 12 

RGS and Peoples as a result of the merger settlement?  13 

A. No.  What Mr. Zack describes in his testimony resulted from discussions with 14 

Nicor Advanced Energy.  They were not and at this point are not members of the 15 

RGS, nor did they intervene in the merger case.  The provision of data that Mr. 16 

Zack proposes would not provide the customer names and addresses for the 17 

suppliers use in contacting customers. 18 

Q. Did Company representatives at the merger settlement meetings indicate 19 

that they were going to provide suppliers with residential names and 20 

addresses as part of the residential customer lists? 21 
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A. Yes.  Ms. Donafrio and Mr. Schott were very clear that residential names and 1 

addresses would be provided to suppliers without the need for customer 2 

authorization. 3 

Q. Has the company offered any explanation for why it is not fulfilling its 4 

agreement on this issue? 5 

A. When I asked that I was told that people at the Company changed their minds.  6 

Although I’m not an attorney I am unaware that “changing one’s mind” is 7 

sufficient reason to disregard a negotiated settlement agreement that has been 8 

approved by the Commission.  I am concerned that the Company chose to ignore 9 

its obligation and the Commission must be vigilant in reviewing the Company’s 10 

actions to ensure that they are doing what they agree to contractually.  11 

Q. What should be done about the company providing residential customer 12 

name and address information so marketers can inform them of the choices 13 

they have? 14 

A. Peoples should be compelled to provide such information to marketers at no cost. 15 

Providing customer contact information benefits all the customers for it enables 16 

them to receive information about Choices For You from interested marketers. 17 

There is no cost to the company to provide such contact information, therefore it 18 

should be provided at no charge.  Even if there were costs involved the company 19 

should support communication of important market information to its customers 20 

and such costs should appropriately be borne by all of the Company’s customers 21 

that could participate in Choice.   22 

Q. Why is informing customers about Choices For You important? 23 
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A. It is difficult for customers to obtain information to learn and educate themselves 1 

about alternative suppliers and selection of a gas supplier.   The tendency that 2 

consumers exhibit is to stay with the status quo and avoid a choice if they are 3 

confused about making that decision.  Suppliers would like to be able to provide 4 

information to Peoples’ entire residential and small commercial customer base.  5 

Peoples should therefore provide a mailing list of its customers so Choices For 6 

You providers can market their services.  This would allow each supplier to 7 

provide information on their products and services.  Through continued exposure 8 

to such mailings the customer base would become better informed about their 9 

choices and participate in Choices For You, making more informed choices. 10 

Q. Does your recommendation that the Company provide such information only 11 

apply to marketers or should other parties receive the contact information? 12 

A. My recommendation is applicable to alternative retail gas suppliers certified by 13 

the Commission pursuant to Illinois Administrative Code Part 551 that wish to 14 

communicate with customers about the Choices For You program and possibly 15 

present them with competitive offers.  This supports the development of the 16 

competitive marketplace and is good policy. 17 

BAD DEBT RELATED TO GAS COSTS 18 

Q. What is “bad debt related to gas costs”? 19 

A. When a customer doesn’t pay their bill eventually that expense becomes “bad 20 

debt”.  The bill was for both the supply of gas and the delivery of gas.  I am 21 

concerned with the portion of the bad debt that was for gas costs. 22 

Q. How is bad debt related to gas costs treated currently? 23 
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A. Currently, bad debt associated with sales service is recovered through base rate 1 

delivery charges from all customers including Choices For You customers.  For 2 

suppliers, bad debt related to gas costs is recovered only from Choices For You 3 

customers via higher charges for natural gas supply.  So, Choices For You 4 

customers end up paying twice for bad debt under current rates – once to the 5 

Company through base rates and once to suppliers through higher gas supply 6 

charges.  Sales service customers do not pay their fair share of bad debt because a 7 

portion of the bad debt associated with sales service is improperly allocated to 8 

Choices For You customers under the current rate design. 9 

Q. Has the Company recognized that it is unfair to include bad debt related to 10 

gas costs in base rates? 11 

A. Yes. They have proposed removing those costs from base rates and recovering 12 

them through proposed Rider UBA which would apply only to the sales service 13 

customers. 14 

Q. Do you support the removal of bad debt related to gas costs from the base 15 

rates? 16 

A. Yes.  It is fair to the Choices For You customers not to have them pay for the 17 

system sales customers’ bad debt responsibilities. 18 

Q. What would your recommendation be regarding the method that the 19 

Company use to recover such bad debt? 20 

A. Those costs should be included in the system gas costs that sales customers pay. 21 

That would allow for more of an equivalent comparison of gas prices between the 22 

Company and suppliers.  23 
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Q. If such costs were to remain in base rates then to be fair and equitable what 1 

must be done? 2 

A. If all customers including Choices For You customers were still paying for gas 3 

cost bad debt then the amounts that were expected to be collected from Choices 4 

For You customers should be credited to the Aggregation Charges that the 5 

suppliers pay.  6 

Q. The Company has proposed incorporating bad debt related to gas costs into 7 

Rider UBA.  Do you support that proposal? 8 

A. I fully support Peoples action to remove Choices For You customers from the 9 

group responsible for paying for system gas bad debt costs.  I would prefer such 10 

costs included in system gas costs or credited toward the Aggregation Charges as 11 

I explained.  If the Commission does not support that then the Company’s 12 

proposal to incorporate bad debt related to sales service gas costs into the 13 

proposed Rider UBA is an improvement over the current situation because it 14 

results in a more equitable recovery of costs from cost causers. 15 

Q. Would the relatively automatic recovery of bad debt costs give Peoples a 16 

disincentive to properly manage its bad debt related gas costs? 17 

A. I do not believe so, and I would suspect that Peoples would manage its bad debt in 18 

the same manner as it does now.  The Commission will keep close track of the 19 

bad debt related to gas costs and, in this way, bad debt costs will become more 20 

transparent to both Peoples and the Commission and maybe both Peoples and 21 

Choices For You suppliers can improve on the current bad debt collection 22 

processes.  23 
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PURCHASE OF RECEIVABLES 1 

Q. Are there any other mechanisms that have been used to foster retail 2 

competition for natural gas supply? 3 

A. Yes.  Another mechanism to foster retail competition for natural gas supply that 4 

has been used successfully in other markets is a program known as Purchase of 5 

Receivables (“POR”). Under a POR program, the utility reimburses the supplier 6 

for its customer billings associated with the provision of natural gas supply 7 

regardless of whether the utility received payment from the customer.  The utility 8 

is made financially whole, however, by recovering the uncollectible amounts and 9 

program administration expenses through one of two options: 1) a discount rate 10 

equal to the utility’s actual uncollectible amount that offsets the payments to the 11 

supplier and is subject to a periodic reconciliation process; or 2) an element of the 12 

utility’s base rates. 13 

Q.  How would such a program be structured? 14 

A. A model would be the current programs at East Ohio Gas or Nipsco, where the 15 

utility assumes the responsibility for receivables.  The utility purchases the 16 

receivable at a no discount, and the utility is responsible for collection. 17 

Q. Why would suppliers prefer that the utility to assume responsibility for 18 

receivables? 19 

A. There are many benefits to a POR program. First, the utility is a much larger 20 

business entity than the supplier and has considerable efficiencies in managing the 21 

collection process.  Second, the customers regard the utility as a more formidable 22 

force in collection than a supplier because of the threat of disconnection.  Third, 23 
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customers pay for the debt collection apparatus that the Company employs to 1 

pursue bad debt through charges in base rates.  So, both Choices For You 2 

customers and sales service customers should benefit from the debt collection 3 

efforts of the utility because they are funded equally by both classes of customers. 4 

Q. Would offering a Purchase of Receivables program require new staffing or 5 

resources for the utility? 6 

A. No. The utility currently is responsible for all receivables generated by its sales 7 

service customers.  Any growth in the Choices For You program would be the 8 

result of sales customers becoming Choice For You customers.  There is no 9 

reason to believe that bad debt will increase as the number of customers taking 10 

service under Choices For You increases. 11 

Q. Would POR benefit all residential customers? 12 

A. Yes.  Choice For You suppliers currently must undertake an extensive credit 13 

check of a prospective customer prio r to making a decision to accept that 14 

customer.  There are costs involved in this process, which are included in the 15 

supplier’s prices for natural gas supply.  There are some customers who may not 16 

meet the credit standards; perhaps their credit score is deficient or perhaps their 17 

credit report lacks sufficient data.  Either way, these customers may end up 18 

rejected by a supplier and not be able to participate in the Choice program.  A 19 

POR program allows suppliers to offer their products to all customers regardless 20 

of their credit history. 21 

Q. What are the benefits of a POR program to customers? 22 
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A.  With a POR program, customers benefit directly economically and indirectly 1 

through access to competitive choices. Under a POR program, economies of scale 2 

would be achieved by designating one party to handle all credit and collections 3 

and several consumer protection functions. Duplicating credit and collections 4 

functions at the utility and at each supplier needlessly creates costs ultimately 5 

borne by customers. A POR program frees residential and small commercial 6 

customers from possibly having to post two separate security deposits. For 7 

customers returning to service after having been terminated due to non-payment, 8 

they will avoid having to contend with two payment plans. 9 

 By encouraging suppliers to accept residential and smaller commercial customers, 10 

not only those with good credit scores, POR programs will facilitate migration of 11 

customers who might be overlooked by suppliers due to poor credit scores or past 12 

financial troubles. In fact, by allowing low income and poor credit scoring 13 

customers to participate, POR programs open up competitive choices to the very 14 

customers who may benefit most from a choice of suppliers. In addition, 15 

elimination of credit checks through a POR program will ensure that customers 16 

wishing to switch commodity service to a supplier will not fear a lowering of their 17 

credit scores by the performance of a credit check. If a potential creditor performs 18 

a comprehensive credit check on a consumer, this check may lower that 19 

consumer’s credit score. Consumers with lower credit scores face higher costs of 20 

credit or may be altogether denied credit. 21 

Q. Would bad debt increase under a POR program? 22 
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A. No.  If customers know that the utility is responsible for receivables then there 1 

would be no reason for them to change their payment behavior. 2 

Q. Are there examples of successful POR programs in other jurisdictions where 3 

residential and small commercial customers are permitted to choose an alternative 4 

supplier? 5 

A. Yes.  Utilities in Indiana, New York, New Jersey, Pennsylvania, Ohio, Virginia, 6 

Maryland, Michigan, and the Canadian provinces of Quebec, Ontario, Alberta and 7 

British Columbia currently have POR programs in place.  Utilities that offer POR 8 

programs include:  Consolidated Edison, Rochester Gas & Electric, NYSEG, 9 

National Grid, National Fuel Gas, Central Hudson, Orange and Rockland 10 

Utilities, PSEG, PECO, New Jersey Natural Gas, NIPSCO, Dominion East Ohio, 11 

Columbia Gas, Consumers Energy, Michigan Consolidated, Terasen, and others.  12 

POR is not a new concept but rather a standard practice in states with competitive 13 

retail energy markets. 14 

Q. Is POR a concept being used in the electric utility industry in Illinois? 15 

A. It may be soon.  House Amendment  1 to Illinois Senate Bill 1299 directs electric 16 

utilities to implement a POR program for the suppliers of their residential and 17 

commercial customers.  If that Amendment becomes law, it would create a POR 18 

for electric utilities that is almost identical to the POR concept that is presented 19 

here. 20 

 21 

WORKING CAPITAL COSTS RELATED TO GAS COSTS 22 

Q. What other costs are unfairly charged to Choices For You customers? 23 
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A.  Working Capital pertaining to system gas costs are costs of carrying gas in 1 

storage and perhaps float costs related to the time of purchase by utility and 2 

receipt of payment from customer.  Suppliers include such working capital 3 

pertaining to their gas purchases in their gas prices.  Unless the Company 4 

specifically recognizes and removes such costs from base rates, Choices For You 5 

customers will be paying for working capital for both the Company’s and 6 

supplier’s gas costs. That is unfair. 7 

Q. How should such costs be recovered? 8 

A. The Company should include working capital costs in system gas cost. 9 

Q. If the Commission were to reject that mechanism what would an acceptable 10 

and fair alternative be? 11 

A. Those working capital costs should be credited toward the Aggregation charge 12 

that suppliers pay.  Suppliers would then be able to adjust their costs to their 13 

customers by a like amount.  This would remove the inequity of Choices For You 14 

customers paying the system working capital gas costs. 15 

 16 

ADMINISTRATIVE MONTHLY AGGREGATION CHARGE 17 

Q. What does the Monthly Aggregation Charge cover? 18 

A. According to Mr. Zack’s Ex. TZ-1.7 the Monthly Aggregation Charge covers 19 

Contract administration, billing, billing exception processing, billing adjustments, 20 

supplier support, customer inquiries, Pegasys billing & support, gas scheduling, 21 

SVT supplier billing, Telecommunication, general office expenses, postage, 22 

ongoing application maintenance, minor enhancements (SVT & PEGASys). 23 
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Q. Does Mr. Zack propose an increase to the Aggregation Charge in Rider 1 

AGG? 2 

A. Yes.  The per customer charge portion of the Aggregation charge would increase 3 

from $0.49 per month per customer to $1.30 per month per customer in Peoples’ 4 

Rider AGG.  The charge would increase from $0.73 to $1.40 in North Shore’s 5 

Rider AGG. 6 

Q. What is your position on the Company’s proposed Aggregation Charge? 7 

A. I propose that the Aggregation Charge in Rider AGG be eliminated.  The “pilot 8 

stage” of the Choices For You program has passed and in Illinois and in other 9 

Choice states the concepts of providing customers with a choice of suppliers is 10 

now institutionalized as regulatory policy, not some temporary experiment.  For 11 

that reason, it is time to stop viewing the Choices For You customers as creating 12 

some “incremental” amount of work that the utility must perform in addition to 13 

rendering service to its sales customers.  Indeed, all customers whether they are 14 

sales service customers or Choice For You customers should have their 15 

administrative needs provided by the utility.  Such costs should be part of base 16 

rates, not an incremental burden, which serves as a financial disincentive for 17 

customers to switch to an alternative supplier.  In the absence of such fair 18 

treatment then there needs to be an offset associated with the cost of bad debt and 19 

carrying cost of gas in storage as described above. 20 

Q. What do Mr. Zack’s proposed cost increases signal? 21 

A. When I see a doubling (or more) of costs that the Company wishes to charge 22 

suppliers it tells me that they are looking for ways to set up financial barriers to 23 
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true customer choice.  Such charges are anticompetitive and hinder development 1 

of the market. 2 

Q. Has Mr. Zack provided data to substantiate his massive cost increase? 3 

A. No.  His Exhibit TZ 1.7 identifies broad categories of costs without detail on how 4 

the cost allocations were determined.  The proposed increases should be rejected. 5 

 6 

ELIMINATION OF METER NUMBER REQUIREMENT FOR CUSTOMER 7 
ENROLLMENT 8 

 9 
Q.  Mr. Zack proposed to eliminate the requirement that a customer’s meter 10 

number be provided (in addition to an account number) for a supplier to 11 

enroll a customer. Do you support such a change? 12 

A. Yes.  The current sign-up and verification requirements are confusing and 13 

burdensome for the small customers and costly for suppliers.  This creates a 14 

disincentive to participate, and the Commission should eliminate this disincentive.  15 

One way to be convinced that a customer has agreed to take gas service from an 16 

alternate supplier, Peoples requires that Choices For You providers obtain both an 17 

account number and a meter number from a customer.  This is a burden to the 18 

customer.  Customers remember things like their address, phone number, and 19 

social security number but they do not know their meter number or account 20 

number.   They must retrieve their Peoples bill and locate those numbers amid the 21 

other information on the bill, then they must read or transcribe both numbers 22 

accurately.   It is easy to miss or transpose a digit in these numbers and suppliers 23 

have seen a 20% failure rate due to such mistakes.  This requirement should be 24 
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modified to make it easier for the customer by only requiring the account number 1 

to enroll a customer.  2 

Q. Was this improvement implemented elsewhere in Illinois? 3 

A. Yes, the RGS group recommended that Nicor Gas also accept just the account 4 

number from a supplier when enrolling customers in Docket No. 04-0779.  The 5 

Commission adopted the RGS proposal in its final order.  6 

 7 

CUSTOMER AUTHORIZATION ISSUES 8 

Q. Describe the burden that Peoples places on suppliers by disregarding written 9 

directions of customers. 10 

A When a supplier obtains consent from a customer to obtain data from the utility, 11 

that consent typically includes obtaining account information and billing 12 

information such as payment history.  Customers authorize such data release so 13 

that suppliers may go about their business of evaluating potential customers’ 14 

creditworthiness.  One data item that would be useful in that evaluation is the 15 

customer’s payment history.  The Company does not provide such data. 16 

Q. Could this be an oversight on Peoples part? 17 

A. No.  I have provided Peoples with copies of the written customer agreements from 18 

several of the RGS members. The language is very clear in such agreements. 19 

Q. Please provide an example. 20 

A. Here is language from a Dominion Retail agreement: 21 

Authority: You acknowledge that you are the account holder, or a person legally 22 
authorized to execute a contract on behalf of the account holder. You authorize 23 
Peoples Gas to release to the Company or its authorized representatives all 24 
information relating to your historical and current gas usage, billing, and payment 25 
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history. The Company sha ll not release any customer data including account 1 
number or social security number without your written consent. 2 
 3 

Q. So, when a customer authorizes Peoples to provide payment history to a 4 

supplier, Peoples actually does the opposite of what the customer wishes and 5 

refuses to provide the payment history to the supplier? 6 

A. Yes.   7 

Q. Has the Company provided an explanation as to why they ignore the 8 

customers’ directives in these situations? 9 

A. No they have not. 10 

Q.  How do you interpret the Company’s failure to honor the clear directives of 11 

its customers? 12 

A. It serves as an example of Peoples ignoring the directions of its customers and 13 

inhibiting smooth operations of the suppliers.  The Company is making things 14 

unreasonably and unnecessarily difficult and costly for suppliers.    15 

Q. What is your recommendation? 16 

A. Peoples should be directed to provide bill payment history when authorized to do 17 

so by the customer.  Additionally the Company should be directed by 18 

Commission order to follow and obey instructions from customers that do not 19 

conflict with any law or Commission rule or statute. 20 

Q. Why are you asking the Commission to provide additional direction to the 21 

Company? 22 

A. The Company should be facilitating Choice instead of being obstructive.  23 

Following the conclusion of this regulatory proceeding the only regulatory 24 

remedies that are available is to wait for the next base rate case or to file a 25 
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complaint.  Neither approach is expeditious and both are expensive.  An objective 1 

of this case should be that the Commission sends a clear signal to the Company 2 

that they will not tolerate obstructive behavior. 3 

 4 

DATA MANAGEMENT MUST BE IMPROVED 5 

Q. Mr. Zack said that Peoples plans improvements to its PEGAsys system which 6 

it uses for management of data for transportation programs including 7 

Choices For You.  Is that important? 8 

A. Yes it is very important. Of the many utilities hosting Choice programs where 9 

members of RGS are participants, the data management system at Peoples is the 10 

worst.  The members of RGS have made suggestions to Peoples regarding 11 

improvements. 12 

Q. Then it is a step in the right direction that Mr. Zack said Peoples would 13 

improve PEGAsys? 14 

A. It is, but we need to have more specificity.  15 

Q. What would be appropriate? 16 

A. The PEGAsys modifications such as creation of an Electronic File Transfer (EFT) 17 

mechanism for data exchange must be completed promptly by a firm date as 18 

directed by the Commission.  It would be reasonable to mandate such changes be 19 

instituted within 30 days of the date the Final Order in the instant docket is 20 

entered as Peoples claims to be working on such improvements currently. 21 

 22 

 23 
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ELIMINATION OF THE MINIMUM STAY REQUIREMENT 1 

Q. One of the issues not resolved in the working group was the elimination of 2 

the minimum stay requirement. What does this requirement force a 3 

customer to do? 4 

A If a customer returns to sales service after being served by a CFY supplier Peoples 5 

provides a 60-day window for that customer to select another CYF supplier.  If 6 

the customer does not make a selection within 60 days then that customer must 7 

remain on utility sales service for one year before they are able to switch to CFY 8 

service. 9 

Q. Why is this requirement bad for customers? 10 

A. Customers should not be restricted from choosing to purchase natural gas supply 11 

from alternative suppliers.  Such restrictions are anti-competitive. 12 

Q. Are suppliers concerned with customers switching frequently? 13 

A. Yes.  Once a supplier acquires a customer they hope that customer will remain a 14 

customer for at least a year or longer.  The current restriction imposed by the 15 

Company however does not allow the customer to re-enter the competitive supply 16 

market for a year, and that is too restrictive and anticompetitive. 17 

Q. Is there an alternative to eliminating the restriction on switching? 18 

A. If customer switching must be restricted in some way, then they should be limited 19 

to two (2) switches per year. This would avoid the “frequent switching” issue that 20 

concerns the Company but still allow a customer that switched back to sales 21 

service longer than a 60-day period to research and make a decision on switching 22 

to a CFY supplier. 23 
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ELIMINATION OF THE 120-DAY METER READ REQUIREMENT 1 

Q. What is the 120-day meter read requirement? 2 

A. The enrollment process for customers switching to CFY service has the 3 

requirement that the customer’s meter read be current within 120 days otherwise 4 

the customer may not switch to a CFY supplier. 5 

Q. Why should this requirement be removed? 6 

A. It prevents customers from exercising their right to choose a supplier.  Suppliers 7 

expend time and money in their customer acquisition efforts and are not informed 8 

until after they submit the customer enrollment to Peoples that the customer does 9 

not have a current meter read.  That customer will not be allowed to be served by 10 

the supplier. 11 

Q. Who reads the customer meters—the utility or the supplier? 12 

A. The utility is responsible for reading, or not reading, customer meters.  That is 13 

why this requirement is such a ridiculous requirement.  The supplier has to endure 14 

the effort and expense to pursue a customer ye t in the end can be informed by the 15 

utility that the customer may not be enrolled because the Company has not read 16 

the customers meter in over four months. 17 

Q. What method should be used when there is not a current meter reading for a 18 

customer?  19 

A. The method in place at Nicor Gas works well.  The customer is switched to the 20 

supplier based on the estimated meter reading.   21 

 22 

 23 
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IMPORTANCE OF THESE CHANGES TO CHOICES FOR YOU AND 1 

IMPACTS ON PEOPLES 2 

Q.  Please explain why Peoples needs to make the changes you have 3 

recommended in this testimony. 4 

A. To a non-participant or a passive observer, these changes seem relatively minor 5 

and non-consequential.  However, in a Choices For You supplier world, these 6 

changes are monumental.  The RGS’s customers scrutinize the prices offered by 7 

each supplier and the utility.  Customers expect suppliers to be competitive and 8 

provide them with positive value propositions.  These changes will advance 9 

competition both in the near term and in the long run.. 10 

Q. Would these changes impact the Company’s revenues? 11 

A. No.  RGS is not asking Peoples to reduce its rates or improperly allocate costs to 12 

non-Choices For You customers.  RGS is asking for equal allocations of facilities 13 

and use of facilities for which Choice customers pay. 14 

Q. Would these changes affect Peoples’ risks? 15 

A. Yes.  These changes would reduce Peoples’ risks by shifting the risk and 16 

responsibility of managing gas deliveries and storage operations to Choices For 17 

You suppliers.   18 

Q.   Are Peoples and its customers protected financially on Choices For You? 19 

A. Peoples and its customers are very well protected from issues related to Choices 20 

For You suppliers.  Peoples requires strict financial guarantees and has non-21 

performance penalties.  Yet Peoples is still unwilling to relinquish control by 22 

allowing suppliers to use the facilities equally.  23 
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Q. Is it possible that the operation of the Hub has impacted the rights of Choices 1 

For You customers? 2 

A. It is hard to say how important the Hub was to Peoples and its objectives for the 3 

Hub.  An emphasis on revenue generation by the Hub could have inherently 4 

caused Peoples to limit the facility rights of Choices For You customers.  Even 5 

though the Hub has been operating for many years and been successful, that 6 

would not be a legitimate reason to hamper the competitiveness of the Choices 7 

For You program by prioritizing the Hub over Choices For You. 8 

Q. In conclusion, do you see any reliability, financial, or equity reasons why 9 

these changes should not implemented? 10 

A. No. 11 

CONCLUSION AND RECOMMENDATIONS 12 

Q. Please summarize your recommendations. 13 

A. I recommend that Peoples be directed to 14 

1. Provide a fair allocation and control of upstream capacity and all storage 15 

assets to suppliers 16 

2. Remove the unnecessary month-end tolerance penalty 17 

3. Provide the residential mailing list in fulfillment of the agreement in the 18 

merger case 19 

4. Not charge Choices For You customers for bad debt pertaining to system 20 

gas costs 21 

5. Implement a Purchase of Receivables program 22 
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6. Not charge Choices For You customers for working capital related to 1 

system gas costs 2 

7. Discontinue the Administrative Monthly Aggregation Charge 3 

8. Eliminate the meter number requirement for customer enrollment as they 4 

have proposed 5 

9. Comply with customers authorizations to release bill payment information 6 

to suppliers 7 

10. Improve the PEGAsys data management system used for transportation 8 

11. Eliminate the one-year minimum stay requirement for customers that 9 

switch back to the utility for gas supply 10 

12. Eliminate the 120-day meter read requirement which hinders customers 11 

switching to a supplier 12 

Q. Please summarize your main concepts. 13 

A. Peoples’ customer base is like a three- legged stool consisting of sales, 14 

transportation and Choices For You customers.  Peoples must fairly allocate 15 

system assets like on-system storage and upstream assets to all three customer 16 

groups.  Peoples’ current policies severely limit Choices For You customers 17 

relative to sales and transportation customers.  Peoples should be directed to allow 18 

Choices For You suppliers to operate with greater flexibility so the customers that 19 

chose that program are not disadvantaged compared to customers who decide to 20 

retain Peoples as their gas supplier.   Peoples should also be directed to remove all 21 

the costs that relate to gas supply such as working capital and bad debt from the 22 

rates charged to Choices For You customers.  If such costs were included in the 23 
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Purchased Gas Adjustment this would allow for a fair comparison between 1 

Peoples’ gas cost and a Choices For You supplier’s gas cost.   Peoples should be 2 

directed to make it easier for customers to see offers by suppliers and make it 3 

easier for Peoples’ customers to participate in the Choices For You program.    4 

Q. Does this conclude your direct testimony? 5 

A. Yes. 6 


