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INTRODUCTION 1 

Q. State your name 2 

A. I am James L. Crist, President of Lumen Group, Inc. 3 

Q. Are you the same James L. Crist who submitted prefiled direct testimony on 4 

behalf of the “Retail Gas Suppliers” or “RGS” in this consolidated docket? 5 

A. Yes. 6 

Q. What is the purpose of your rebuttal testimony in this proceeding? 7 

A.  I will respond to some issues in the rebuttal testimony of Company witnesses 8 

Zack and Borgard along with providing support for the methodology proposed by 9 

Staff witness Luth for recovering charges for uncollectible pertaining to gas 10 

supply.  In this rebuttal testimony when I refer to “Company” I mean both 11 

Peoples Gas and North Shore Gas.  There will be some occasions where I am 12 

providing data that pertains to one of those entities and in that case I will then use 13 

either “Peoples” or “North Shore”. 14 

Q. What are the specific issues you will address? 15 

A. I have broken the issues down into several main areas: 16 

1.  I propose specific rules and tariff changes (based on the program operated by 17 

Nicor Gas) that are designed to provide Choices For You customers with a 18 

fair allocation of capacity and storage assets.   19 

2.  I will clarify the specific residential mailing list information to be provided by 20 

the Company.  21 
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3.  I will discuss the proposed mechanism in Mr. Luth’s testimony and Ms. 1 

Grace’s testimony to remove the burden of Choices For You customers 2 

paying for bad debt related to sales service customers. 3 

4.  I will refute Company witness Borgard’s claims concerning a Purchase of 4 

Receivables (POR) program for purchase of CFY supplier bad debt. 5 

5.  I will address the importance of the Company presenting the calculation of 6 

Working Capital for system gas costs using the Company’s filed data so that it 7 

may be examined and used to determine the appropriate credit provided to the 8 

marketers.   9 

6.  I will show that Mr. Zack’s reasons for maintaining the Administrative 10 

Monthly Aggregation Charge are outdated and unsupportive for encouraging 11 

Choice. 12 

7.  I will show that the Company’s refusal to follow its customers’ direction 13 

regarding provision of payment history is obstructive.  14 

8.  I will address the delay in improving the PEGAsys system and will provide a 15 

specific timetable for improvements.  16 

9.  I will refute the Company’s reasons for requiring a customer remain on sales 17 

service for a minimum time of one year before returning to CFY.  18 

FAIR ALLOCATION AND CONTROL OF UPSTREAM CAPACITY AND 19 

ALL STORAGE ASSETS 20 

Q. In rebuttal testimony (TZ-2.0, pp. 47) Mr. Zack takes issue with your 21 

statement that “on-system storage costs are recovered equally from all 22 

residential and commercial customers.”  He then provides a referral to Ms. 23 
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Grace’s rebuttal testimony (VG-2.0) Schedule E-6, page 4.  Do you have a 1 

response? 2 

A. Ms. Grace’s schedule properly shows that there are different amounts recovered 3 

from different customer classes (Residential Non-heating, Residential Heating, 4 

and General Service).  The point I was making was that whether a customer is a 5 

Residential Non-heating, Residential Heating, or General Service customer, 6 

within that customer classification the storage costs are recovered equally.  The 7 

constant theme of my testimony and my positions is that both sales and Choice 8 

customers should be treated equally and receive the same access to storage and 9 

other utility assets and services.  Ms. Grace’s schedule does demonstrate that both 10 

sales and CFY customers are charged the same because there is no separate 11 

breakdown of recovery expenses of sales and Choice customers.  It does not 12 

however prove the both types of customers receive the same level of services for 13 

those charges. 14 

Q. On page 48 Mr. Zack lists four concerns that he has regarding your specific 15 

allocation of storage rights to CFY customers.  Will you review each of his 16 

concerns? 17 

A. Yes, I will cover them one at a time and show that individually and collectively 18 

they are trivial. 19 

Q. The first reason Mr. Zack provides for not accepting your fair allocation of 20 

storage rights is that the Choice customers have no daily metering.  Is daily 21 

metering a requirement for fair allocation of storage rights? 22 
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A. No. In fact, it should be noted that Mr. Zack never bothered to identify the 1 

problems that would arise from the lack of daily metering.  Instead, he simply 2 

stated: “some of the problems with Mr. Crist’s proposal are largely the problems 3 

that exist with the current Rider FST program.”  (Zack, line 1063.) The problem 4 

Mr. Zack citied with Rider FST is that “rights of the FST service are much too 5 

broad in relation to the assets available to support this service.”  The Choices for 6 

You Program and Rider AGG face the opposite situation because their asset 7 

allocation and rights are much less than the amount suppliers should be entitled to 8 

obtain due to the payment of the ABGC and their customers payment of base rates 9 

that provide for recovery of on-system storage costs. 10 

Q. Do other jurisdictions participating in customer choice require small 11 

residential and commercial customers to have daily metering? 12 

A. No.  The adjacent gas distribution utility of Nicor would be a convenient example.  13 

Nicor has only a small pilot program involving several hundred residential 14 

customers and daily metering.  Yet its Choice program allocates storage rights 15 

and provides suppliers with the exact type of control that I am advocating in this 16 

proceeding, even for the vast majority of customers without daily metering.  Lack 17 

of daily metering does not hinder the fair allocation of storage rights.   18 

Q. Mr. Zack pointed out that you developed the recommended allocation 19 

percentages using data request responses that provided peak day data and he 20 

claims that such maximum capabilities do not exist at times during the year.  21 

Please comment. 22 
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A. Mr. Zack’s argument addresses the amount of allocation, not whether one should 1 

be made at all.  But having raised the issue, he never offers a modification of the 2 

peak day methodology that would incorporate other seasonal data.  I believe that 3 

the calculations based on the maximum are quite fair because the Choice 4 

customers are the customers with the lowest load factor and in need of storage 5 

more so than other customer classes. 6 

Q. Why do low load factor customers need more storage? 7 

A. Low load factor customers (residential and small commercial) use gas mostly for 8 

heating and do not have level year-round requirements, hence the need to store 9 

gas to be available for seasonal winter use.  In the course of the heating season 10 

they experience daily variance in consumption, which is tied directly to the HDDs 11 

and storage is used to meet those fluctuating needs of the customers.  Such 12 

variances are experienced by all residential and small commercial customers, 13 

whether or not they select sales service or elect to become a CFY customer.  Both 14 

customer groups should be treated fairly and equally.   15 

Q. Mr. Zack also complained that you developed the recommended allocation 16 

percentages using data which the Company supplied from 2006, which was a 17 

warm year.  What alternative did he offer? 18 

A. None.  Mr. Zack could have provided an analysis covering a series of years whose 19 

average would be representative of expected weather conditions, but he did not.  20 

Again, rather than address the issue of the proper level of allocation, he simply 21 

says he doesn’t like the one I have proposed.  He is also wrong, because 2006 data 22 

is the most recent data available and thus represents the most recent customer 23 
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usage patterns.  Furthermore, the use of data from colder years would have 1 

resulted in a larger allocation of storage rights for the Choice customers because 2 

colder weather would result in even lower load factors for Choice customers, 3 

increasing their storage allocation.  Thus, RGS would be willing to accept an 4 

allocation of storage rights using data from additional years,  5 

Q. Mr. Zack’s fourth reason for opposing an allocation of storage rights is that 6 

he believes you have not provided a proposal.  Do you have a proposal?   7 

A. Yes.  In my direct testimony I proposed specific allocation of storage rights to the 8 

CFY customers and provided details on pages 20 and 21.  Additional details of 9 

such a program should be worked out between the companies and representatives 10 

of Choices For You Customers.  That is what RGS had hoped to achieve when the 11 

Commission directed the parties to negotiate this issue in paragraph 36 of the 12 

Conditions of Approval in the Commission Order approving the corporate 13 

reorganization of Peoples and North Shore.  During the subsequent negotiations, 14 

however, the companies refused to consider a fair allocation of storage rights, so 15 

we never reached the stage of designing the program.  Nevertheless, in order to 16 

provide the Commission with a firm set of procedures to consider in this case, I 17 

am now providing Exhibit RGS 2.1, which is a modified version of Peoples’ 18 

Rider AGG.  In this rider I have modified the tariff language to be substantially 19 

similar and in some cases identical to the Nicor Gas program, which does provide 20 

an allocation of storage rights to CFY.  Nicor’s method for allocating storage 21 

rights has functioned properly and been in place for several years.  It can certainly 22 

work for Peoples Choices For You program as well. 23 
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Q. Much of Nicor’s storage assets are on their system but at Peoples only the 1 

Manlove storage field is on-system and the rest of their storage is leased from 2 

NGPL or ANR.  Does your proposal address any significant differences 3 

between the location of storage assets of Nicor and Peoples?   4 

A. Yes.  Whether storage assets are on system or upstream does not present any 5 

significant obstacle.  Initially and for some time the storage needs of the suppliers 6 

could be met using only the on system storage of Manlove.  Because current 7 

participation in CFY is only about 3% of the total eligible customers and Manlove 8 

represents over half of the storage capacity used by the Company it would require 9 

significant growth in CFY to reach a point where the customer needs could not be 10 

met using Manlove storage.  At any time the off system storage could also be used 11 

by releasing that storage to suppliers in a process known as capacity release. 12 

Q. On page 49 of his rebuttal testimony Mr. Zack stated that pipeline capacity 13 

release would be burdensome.  How do other local distribution utilities deal 14 

with this issue? 15 

A. Many other utilities conduct capacity release programs every day to enable 16 

suppliers to manage their obligations.  It is not burdensome.  The utility will post 17 

capacity rights at maximum rates and the supplier will elect those rights.  Some of 18 

the utilities that host robust Choice programs that offer capacity through capacity 19 

release are Columbia of Ohio, Dominion Peoples and Niagara Mohawk. 20 

Q. Mr. Zack goes on to express concern that even though the Company has 21 

recall rights for released capacity, that may not be a remedy for a supplier’s 22 

non performance. 23 
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A.  In addition to the Company having recall rights on capacity there are also 1 

significant financial penalties that would be placed on a supplier that did not 2 

deliver gas.  Those penalties range from $1.00/therm for a monthly inbalance in 3 

excess of the tolerance to $6/therm on critical days when an Operational Flow 4 

Order which requires suppliers to deliver gas is in effect. In addition to these 5 

penalties, charges for excess gas purchased by the Company are set at 90% of the 6 

lowest price on that day.  Any gas the Company sells to the supplier is set at 7 

110% of the highest price on that day. In summary, the Company can impose 8 

strong financial remedies that heavily penalize suppliers for their non 9 

performance. 10 

Q. Mr. Zack claims the suppliers already receive the rights associated with the 11 

ABGC (Aggregation Balancing Gas Charge).  Is this true?   12 

A. No.  In fact the example that he provides where the Company handles balancing is 13 

the very thing that the suppliers are saying is not adequate.  Suppliers are paying 14 

the ABGC and do not want the Company to control decisions concerning the 15 

underlying storage and balancing assets.  The suppliers want to control decisions 16 

on injection of gas into storage and withdrawal of gas out from storage.  They 17 

want those rights at the same levels that the storage tariffs provide and currently 18 

they have no control.   19 

Q. What is “customer migration?”  20 

A. Customer migration is when a customer switches suppliers for either another 21 

supplier or to/from sales service from the Company.   22 
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Q. Mr. Zack states that the Company’s proposals take customer migration into 1 

account.  Do they do an adequate job of that? 2 

A. No they do not.  I would recommend a system similar to Nicor’s where storage 3 

capacity and gas is adjusted when customers shift from the utility to a supplier. 4 

Q. Please provide tariff language based on Nicor Rider 16, Supplier 5 

Aggregation Service that would address this at Peoples. 6 

A. My modified verson of Peoples Tariff AGG which I am attaching as Exhibit RGS 7 

2 contains the following recommended language: 8 

 “Storage Purchase In Place/Cash-Out 9 

In the event that Supplier’s storage capacity level increases significantly in 10 

any given month due to changes in the supplier’s customers annual 11 

volumes, Supplier may purchase from Peoples storage inventory gas at 12 

then current first of the month price index published in Inside F.E.R.C.’s 13 

Gas Market Report for Chicago City Gate to enable the supplier to meet 14 

its minimum storage inventory levels as set forth below.  Corresponding, 15 

in the event that supplier’s storage capacity level decreases significantly in 16 

any given month due to changes in the supplier’s customers annual 17 

volumes, supplier may sell to Peoples storage inventory gas at then current 18 

first of the month price index published in Inside F.E.R.C.’s Gas Market 19 

Report for Chicago City Gate to enable the supplier not to exceed its 20 

maximum storage capacity level.  In any case, upon reasonable 21 

notification, Peoples at its sole discretion may require a supplier to 22 

purchase or sell storage inventory gas under the same price guidelines as 23 
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outlined in this paragraph to meet prescribed storage inventory levels as 1 

set forth below.” 2 

Q. Please describe the mechanisms you are proposing where the Company 3 

would provide suppliers with the similar storage rights as the Company has. 4 

A. There are three mechanisms that would achieve the same desired result: Virtual 5 

storage, Capacity release, and Manlove storage.  I will describe these individually. 6 

Q. What are the details of your approach called Virtual Storage? 7 

A. In the Virtual Storage approach, the storage assets and rights that are determined 8 

to be appropriate for the suppliers are supplied by the Company.  The Company 9 

can determine what amount of upstream storage and on-system storage it uses to 10 

meet the suppliers needs.  As long as the suppliers have the ability to determine 11 

the storage injections and withdrawals they want, and the supplier needs are met 12 

by the Companies use of all their storage capabilities, the supplers are satisfied.  13 

There may be some situations where the Company satisfies the suppliers’ needs 14 

entirely from upstream storage or from on-system storage.  Suppliers are 15 

indifferent as long as their needs are met.  This approach is similar to what is in 16 

place at Nicor Gas. 17 

Q.  Please describe your second mechanism of Capacity Release. 18 

A. Capacity Release was described in both my direct testimony and earlier in this 19 

rebuttal testimony.  In Capacity Release the upstream assets are conditionally 20 

assigned to the suppliers so they have the same tariff rights the Company has.  21 

Also the on-system storage rights provided to the suppliers would be the same as 22 

the rights the Company has.  The suppliers would then make the determination on 23 
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any given day regarding which storage asset to use to satisfy their customers’ 1 

needs. 2 

Q. Please describe your third mechanism using the assets of the on-system 3 

Manlove storage.   4 

A. In this approach the rights of the suppliers are calculated based on the tariff rights 5 

that the Company receives from the upstream pipeline suppliers for the upstream 6 

storage assets, however the suppliers actually meet their needs using Manlove 7 

storage exclusively.  At times this might reduce the amount of Manlove capabilies 8 

that the Company wishes to exercise.  During those times the Company uses 9 

upstream assets to satisfy their own needs.  Suppliers would not make use of any 10 

upstream assets and they would be available in entirety for the Company. 11 

Q. Please rank these three mechanisms in order of preference to the suppliers. 12 

A. I have presented them in order of preference: Virtual Storage, then Capacity 13 

Release, then Manlove. 14 

Q. Why is Virtual Storage at the top of the list? 15 

A. That method is in place at Nicor and works well. It has been endorsed in the past 16 

by the Staff and approved by the Commission. 17 

MONTH-END TOLERANCE PENALTY 18 

Q. In his rebuttal testimony Mr. Zack restates that the Company’s proposal 19 

raises the month-end delivery tolerance to plus or minus 5% instead of 20 

eliminating it.  If the tolerance were not to be eliminated what should the 21 

appropriate amount be?     22 
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A. The Company currently has a daily delivery tolerance of plus or minus 10%.  Yet 1 

the imposition of either the current 2% level or the proposed 5% level effectively 2 

reduces the ability of customers to use that daily tolerance.  Customers may be 3 

hesitant to use their full daily tolerance early in the month for fear of restricting 4 

their options toward the end of the month.  Conversely, customers may be unable 5 

to use their full daily tolerance toward the end of the month because of decisions 6 

made at the beginning of the month.  Thus, if the monthly tolerance penalty is to 7 

remain then it should be brought in line with the daily tolerance penalty of plus or 8 

minus 10%.  RGS would prefer the elimination of this duplicative penalty.   9 

Q. If the Commission adopts your recommendations regarding fair allocation 10 

and control of upstream capacity and all storage assets discussed in the 11 

previous section then what should be done with the Month End Tolerance 12 

Penalty? 13 

A If my recommendations are adopted then the month end tolerance penalty as it 14 

currently exists is unnecessary for there are mechanisms to address inbalances in 15 

the revised tariff AGG, which is included as Exhibit RGS 2.1.  16 

Q. If the Commission does not adopt your recommendation regarding fair 17 

allocation and control of upstream capacity and all storage assets will 18 

elimination of the Month End Tolerance Penalty provide the suppliers with 19 

the flexibility they desire to manage their customers’ needs? 20 

A. No.  Elimination of the Month End Tolerance Penalty, while desireable, does not 21 

come close to providing the flexibility that would put them on an even footing 22 
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with the Company in providing for the variable needs of residential and small 1 

commercial customers. 2 

RESIDENTIAL CUSTOMER LIST 3 

Q. The Company has agreed to provide residential customer lists. Describe the 4 

details associated with provision of this data. 5 

A. Such data should be provided at no cost to alternative retail gas suppliers certified 6 

by the Commission pursuant to Illinois Administrative Code Part 551.    7 

Q. In his rebuttal testimony (Ex. TZ-2.0) Mr. Zack agreed to provide customer 8 

names, service address and billing address.  Is this sufficient?   9 

A. Because Peoples has different categories of residential customers the data should 10 

also include the Service Classification (1H or 1N) to designate between heating 11 

and non-heating customers.   12 

Q. Why is the Service Classification data important? 13 

A. The Company has different rates for the two classifications.  Suppliers offering 14 

bundled services would need to know the appropriate rates to charge for delivery.   15 

Q. Mr. Zack proposed that suppliers be limited to one customer list every six 16 

months.  Do you agree with that? 17 

A. Yes.  18 

Q There is additional data that Mr. Zack plans on providing which is identified 19 

in his direct testimony, page 26, as tier one and tier two data. Should that be 20 

provided? 21 
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A. Yes, such data could be useful to suppliers in their objective of making 1 

competitive offers to customers.  The data should be provided in the manner 2 

described by Mr. Zack, at no cost to all certified alternative retail gas suppliers.   3 

BAD DEBT RELATED TO GAS COSTS  4 

Q. Upon reviewing the direct testimony of Staff witness Luth and the rebuttal 5 

testimony of Company witness Grace it would seem that the parties are in 6 

agreement that CFY customers should not bear the burden of paying the bad 7 

debt related to system gas costs? 8 

A. Yes.  Mr. Luth’s testimony is in agreement with the concept I explained in my 9 

direct testimony (Ex. RGS 1.0) that transportation customers should not pay for 10 

bad debt related to system gas costs.  Specifically CFY customers in the 11 

Residential 1N and 1H service classifications and Commercial customers in 12 

service classification 2 should receive a lower usage charge.  13 

Q. In her rebuttal testimony (Ex. VG-2.0) Ms. Grace corrects some 14 

computational errors in Mr. Luth’s Schedule 7.2.  Are you in agreement with 15 

her corrections? 16 

A. Yes.  I would expect that Mr. Luth would update his schedule accordingly. 17 

PURCHASE OF RECEIVABLES 18 

Q. In his rebuttal testimony (Ex. LTB-2.0) Mr. Borgard lists four reasons why 19 

the Company opposes a POR program that would enable marketers to offer 20 

their services to all of the Company’s residential customers without 21 

excluding some customers for credit reasons. Why does the Company take 22 

such a position against its customer with poorer credit ratings? 23 



 17

A. I will review the five reasons cited by Mr. Borgard individually. 1 

Q. In his first reason Mr. Borgard explains that the Company is not in the 2 

business of offering third party billing or bad debt collection service, it does 3 

not wish to offer this service, and its information systems and business 4 

processes are not set up to enable it to provide  this service.  Is this accurate? 5 

A. Actually the company is in the business of offering third party billing.  Most of 6 

the CFY suppliers use this service and have done so since the inception of the 7 

CFY program.   Regarding collection services, before CFY the company had built 8 

up the staffing and systems to handle billing and collection services for their 9 

entire residential and commercial customer base (along with their industrial 10 

customers that do not participate in CFY).  Since the inception of CFY I am not 11 

aware that the company has made significant downsizings of collection staff or 12 

facilities in light of the CFY suppliers being responsible for their own collection.  13 

The same customers that may be candidates for collection services for utility 14 

arrearages are also likely candidates for collection services for supplier 15 

arrearages.  The point is that they have the same systems serving the same number 16 

of customers and therefore should be providing collection services for those 17 

customers who are in arrears with their supplier. 18 

Q. In his second point Mr. Borgard explains that he feels that a POR program is 19 

an inappropriate attempt to shift business risks from suppliers to the Utilities 20 

and utility customers.  Does this make any sense? 21 

A.  No.  I am unaware of any Company request for a lower rate of return due to the 22 

shifting of collection risk from the company to the suppliers that occurred with 23 
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the commencement of the CFY program.  Under the protection of the regulatory 1 

process the company has no business risk for collection.  Any uncollectible 2 

amounts become a claim in the rate case process and eventually base rates are set 3 

including an amount for bad debt.  A supplier has no such mechanism and must 4 

absorb any bad debt.  Having the Company responsible for collections retains the 5 

business risk where it had been historically.  In not doing so it preserves an unfair 6 

cost advantage that the Company has. 7 

Q. Mr. Borgard’s third point is that it is inappropriate and harmful to the 8 

Company to expect it to disconnect customers when those customers are 9 

current on their obligations to the Utility.  This seems to allow the Company 10 

to have a superior ability to collect arrearages and maintain a cost advantage 11 

over the suppliers, correct? 12 

A. Yes it certainly does.   The possibility of disconnection is a characteristic of the 13 

Company’s collection process that logically results in customers’ bill-paying 14 

behavior favoring paying the company over paying a supplier.  This is further 15 

exacerbated by the Company’s payment application protocol, which I will discuss 16 

next. 17 

Q. What is the payment application protocol?  18 

A. The payment application protocol is the order in which payments from customers 19 

are applied to the various payment obligations.  The current order at the Company 20 

favors the Company over the supplier.   When payments are received they are 21 

applied first to the past due Company receivables, then to the past due Supplier 22 

receivables, then to the current Company charges, and then if any funds remain 23 
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they are applied to the current Supplier charges.  This existing protocol favors the 1 

Company over the supplier.   2 

Q. What changes is the Company proposing? 3 

A. On page 60 of his rebuttal testimony, Mr. Zack proposed, in a very low key 4 

manner I might add, to change the order of payments for suppliers using the 5 

Company’s consolidated bill service to the order of payments that exist for 6 

suppliers using the Company’s Supplier Bill Option (SBO) service.  That order of 7 

payment is different and even more disadvantageous to suppliers.  When 8 

payments are received they are applied first to the past due Company receivables, 9 

then to the current Company charges, then to the past due Supplier receivables, 10 

and then if any funds remain they are applied to the current Supplier charges.   11 

Q. Is not the proposed order actually worse for suppliers? 12 

A. Absolutely.  The company risk will be further reduced and the supplier’s risk will 13 

be increased. 14 

Q. How did this topic arise? 15 

A. In her direct testimony on behalf of Nicor Advanced Energy (NAE Ex. 1.0), Ms. 16 

Pishevar proposed a change in the order of payments to be fairer to suppliers who 17 

use the SBO service.  She suggested that the order of payment of that service be 18 

changed to the order stated previously in this testimony: Company outstanding 19 

balances, supplier out standing balances, Company current charges, and supplier 20 

current charges.  Instead of agreeing to change the order as proposed by Ms. 21 

Pishevar to improve the fairness toward suppliers, Mr. Zack proposed a protocol 22 
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that causes even greater disadvantage for the suppliers.  It is simply not the right 1 

thing to do. 2 

Q. May we get back to Mr. Borgard’s final point where he claims that the 3 

Company’s embedded cost of service study has properly allocated the 4 

Company’s bad debt expenses and that POR will create all sorts of new costs 5 

that are not planned for in their base rates?   6 

A. Mr. Borgard is trying to cloud the issue here.  Simply stated, the Company over 7 

the years has developed personnel and systems to handle approximately a million 8 

customers.  Just because three percent of those customers are obtaining gas supply 9 

from sources other than the Company has not caused them to reduce the 10 

collection function and they are still providing collection services to their entire 11 

customer base.   Due to the lack of a POR program suppliers must also provide 12 

duplicative collection services, with one big difference: any revenues that 13 

suppliers cannot collect are not included in the base rates of the Company but 14 

must be recovered by including them in the suppliers’ gas costs.  Fur ther, the lack 15 

of the threat of disconnection for non-payment of supplier services results in 16 

relatively higher bad debt risk.  This creates a disadvantage for suppliers 17 

compared to the Company. 18 

Q. Did you review the Company’s embedded cost of service study that covered 19 

bad debt collection expenses? 20 

A. Yes I did and found no reduction in bad debt expenses for the future test year 21 

despite the fact that suppliers are now responsible for their customers’ bad debt. 22 
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 Q. The POR you are proposing is similar to the POR described in House 1 

Amendment 4 of Senate Bill 1299.  Even though the legislation is not 2 

finalized what does it signify? 3 

A. That bill has passed both the House and the Senate and awaits the Governor’s 4 

signature.  It shows that the concept of POR is recognized by the Illinois 5 

legislature as fair and as an appropriate service that should be provided by utilities 6 

in the overall goal of expanding customer choice and competition.  7 

WORKING CAPITAL COSTS RELATED TO GAS COSTS 8 

Q. Mr. Zack acknowledges that working capital from system gas costs should 9 

not be charged to CFY customers and proposes a credit applied to the 10 

Aggregation Charge which is the current method in place, however he fails to 11 

calculate the credit.   12 

A. Yes, he claimed that because the level of gas costs and other factors were in 13 

dispute in this case that he was unable to calculate the credit.  However he did 14 

manage to calculate a new Aggregation Charge, which soared from $0.49 to $1.30 15 

at Peoples and from $0.73 to $1.40 at North Shore.  16 

Q. Was the proposed credit identified in the calculation of the proposed higher 17 

Aggregation Charge? 18 

A. No 19 

Q. How should the charge be determined? 20 

A. The Company should be directed to calculate the credit based on filed data and 21 

gas costs, even though certain of those items may be in dispute.  I would ask for 22 
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an opportunity to provide supplemental testimony once the credit has been 1 

reviewed. 2 

Q. What should be done in the event the credit is greater than the Monthly 3 

Aggregation Charge? 4 

A. In that event not only would the Monthly Aggregation Charge adjust to zero, but 5 

any remaining amounts should be credited toward the ABGC.   6 

ADMINISTRATIVE MONTHLY AGGREGATION CHARGE 7 

Q. In his rebuttal testimony Mr. Zack continues to defend the more than 8 

doubling of the Monthly Aggregation Charge.  Has the Company provided 9 

data to substantiate the charge? 10 

A. As of yet there are several outstanding data requests that asked for details 11 

underlying this charge and the exceptionally large increases.   12 

Q. What should be done?  13 

A. This charge is no longer appropriate and is unsubstantiated and should be 14 

eliminated.  It serves as a deterrent to customers wishing to choose an alternative 15 

gas supplier.   16 

CUSTOMER AUTHORIZATION ISSUES 17 

Q. Mr. Zack states the Company will refuse to honor the instructions of their 18 

customers to provide suppliers with their payment history because he 19 

believes that some consent agreements are ambiguous on the issue of 20 

granting suppliers access to payment history.  Did your direct testimony 21 

present specific language from a customer consent agreement? 22 
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A Yes it did and I will repeat it here with emphasis added to the part specifically 1 

indicating payment history as Mr. Zack missed it in my direct testimony.  Here is 2 

language from a Dominion Retail agreement: 3 

Authority: You acknowledge that you are the account holder, or a person legally 4 
authorized to execute a contract on behalf of the account holder. You authorize 5 
Peoples Gas to release to the Company or its authorized representatives all 6 
information relating to your historical and current gas usage, billing, and 7 
payment history. The Company shall not release any customer data including 8 
account number or social security number without your written consent. 9 
 10 

Q. Mr. Zack claims it would be impractical for the Company to review every 11 

CFY customer agreement.  Is that so? 12 

A. Not at all. The suppliers typically use standard agreements, so the Company can 13 

require suppliers to provide it with a copy of each version of the customer consent 14 

agreement.  Thus, the Company need only review one, or perhaps a few 15 

agreements for each company.     16 

Q. And then continuing in his rebuttal Mr. Zack opines that the Company will 17 

only provide such data if the Commission places additional requirements on 18 

suppliers to indemnify the Company and then proposes to provide the 19 

payment history data after the customer is “active and flowing”.  Is not the 20 

usefulness of the data tied to suppliers receiving using it to make decisions on 21 

accepting customers?  22 

A. Yes. I explained that clearly.  The value of payment data to suppliers is to help 23 

assess the creditworthiness and possibly avoid the expense of an outside credit 24 

report.  Offering the data after a customer’s gas is flowing greatly diminishes the 25 

value of the data.  This refusal to honor customers’ consent agreements is 26 

particularly anticompetitive in light of the Company’s rejection of RGS’s 27 



 24

proposal for the purchase of receivables.  Essentially, the Company wants 1 

suppliers to blindly take its potentially poor credit risk customers without 2 

providing them the ability to collect past due accounts.  This is yet another hurdle 3 

the Company has structured to create unnecessary costs for suppliers to bear. 4 

Q. Do you have proposed tariff language for Section D of Rider CFY and for 5 

Section F of Rider AGG that is fairer than the language proposed by Mr. 6 

Zack? 7 

A. Here it is. First is the Rider CFY language and then the Rider AGC language:  8 

Rider CFY 9 
Customer Information 10 
The customer may agree to allow a CFY Supplier to receive its payment 11 
history,  including information about past due amounts, from the Company. 12 
The customer agrees that, if the CFY Supplier meets the applicable 13 
requirements of Rider AGG pertaining to receiving customer information, 14 
the Company shall provide such information to the CFY Supplier. 15 
 16 
Rider AGG 17 
Subsection 5, Section F 18 
(5) the process by which the CFY Supplier shall request and receive 19 
customer payment history and customer past due amounts, which process 20 
shall (i) require the CFY Supplier to make available to the Company 21 
copies of the section of the standard agreement with customers authorizing 22 
the company to provide such data to the supplier (ii)  make such 23 
information available immediately upon notification by the supplier that it 24 
has obtained such authorization from the customer, and (iii) provide data 25 
for a period of the greater of the period of time that the customer has been 26 
receiving service from the Company or thirty-six months. 27 

  28 

 Q. Should the data proposed by Mr. Zack (customer’s service classification and 29 

rider; customer’s MDQ; customer’s SSP; and customer’s AB) also be 30 

provided? 31 

A. Yes that data should be provided to suppliers at no cost immediately upon 32 

obtaining customer consent. 33 
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DATA MANAGEMENT MUST BE IMPROVED 1 

Q. Mr. Zack listed several general areas of enhancement for the PEGAsys data 2 

management system.  Were the areas he listed satisfactory? 3 

A. In general they were however it is impossible to say for certain without seeing the 4 

details.  I have asked data requests to obtain the details and will reserve the right 5 

to submit additional testimony once those have been reviewed. 6 

Q. What types of details should be reviewed? 7 

A. The details on which systems will be enhanced, will reporting systems be 8 

enhanced, will communication systems (both sending and receiving) be enhanced, 9 

how the enhancements will compare to the current PEGAsys processes, what 10 

PEGAsys reports and processes will be able to run in the new “unattended” mode, 11 

whether all billing, payment, and enrollment information files which now must be 12 

sent manually through PEGAsys will be communicated automatically through the 13 

new communication infrastructure. 14 

Q.  Mr. Zack said that because of the uncertainty regarding which proposals the 15 

Commission will approve, reject, or modify that the Company will not have 16 

their PEGAsys modifications completed within 30 days following the 17 

issuance of the final order, but instead proposes to have the changes done by 18 

August 1, 2008.   Is this a valid excuse? 19 

A. No it is not.  The improvements to PEGAsys that were advocated by me and by 20 

NAE witness Pishevar are needed now and will be necessary and useful under 21 

today’s CFY rules and under any modification that are the result of this 22 

proceeding.  It is unnecessary to hold off on improving the unsatisfactory existing 23 
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process and system.  Even though we have been requesting improvements for 1 

years the Company states it will not begin work until after the final order is 2 

issued.  That is an unnecessary delay.   3 

ELIMINATION OF THE MINIMUM STAY REQUIREMENT 4 

Q.  Data request RGS 1.13 indicated that during the 2006 test year 520 5 

customers wishing to switch from the Company to a supplier were denied 6 

that opportunity because they had returned to the Company from a previous 7 

supplier for longer than 60 days and therefore must remain for the balance 8 

of the 12 month period.   Is it important that these customers not be denied 9 

their opportunity to switch? 10 

A. Yes it is important and fair.  Mr. Zack cites the 12 month minimum stay 11 

requirement as preventing customers from switching back and forth between CFY 12 

suppliers and the Company to take advantage of temporary price fluctuations.  It 13 

would be very difficult for a customer to successfully predict price trends, switch 14 

service and then actually realize lower gas prices because of the delays built into 15 

the process. 16 

Q. What is the chronology of the switching process? 17 

A. If a customer observes a price trend in the market and decided to make a switch 18 

he notifies the Company or supplier of that desire.  From that point it could be 19 

anywhere from 8 days to 38 days before the customer is actually supplied by his 20 

new supplier.  The pricing in effect 8 to 38 days after making the switching 21 

decision is the price the customer will pay.  By that time there is a good chance 22 
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the market price will have changed.  It would be very difficult to switch 1 

repeatedly and receive the advantage of lower prices every time a switch is made.  2 

Q. You had proposed limiting switches to twice per year and Mr. Zack rejected 3 

that proposal.  What other recommendation do you have? 4 

A. If the Commission prefers not to limit switches to twice a year then it should 5 

order the Company to expand the window of time when a customer may switch 6 

from 60 days to 180 days.  7 

CONCLUSION AND RECOMMENDATIONS 8 

Q. Please summarize the point of your rebuttal testimony. 9 

A. I expanded on my direct testimony and addressed specific criticisms made by the 10 

Company.  On the following issues I 11 

1. Provided a clear proposal to provide a fair allocation and control of 12 

upstream capacity and all storage assets to suppliers 13 

2. Gave an alternate recommendation regarding the removal of the 14 

unnecessary month-end tolerance penalty 15 

3. Provided some clarity about data that should be included in the residential 16 

mailing list that the Company agreed to provide. 17 

4. Agreed with Staff witness Luth and Company witness Grace on crediting 18 

bad debt pertaining to system gas costs to create lower transportation rates. 19 

5. Refuted Company witness Borgund’s weak reasons for not implementing 20 

a Purchase of Receivables program. 21 

6. Requested that the Company calculate the credit for working capital 22 

related to system gas costs 23 



 28

7. Pointed out the lack of support and detail for the doubling of the 1 

Administrative Monthly Aggregation Charge 2 

8. Provided tariff language that would make the Company comply with 3 

customers authorizations to release bill payment information to suppliers 4 

9. Demonstrated that improvements to the PEGAsys data management 5 

system should be undertaken now and completed within 30 days of the 6 

final order in this case. 7 

10. Provided choices of eliminating the restrictive switching window, or 8 

limiting customers to two switches per year, or expanding the window to 9 

180 days.   10 

Q. What is Exhibit RGS 2.1? 11 

A. It is a modified version of the Peoples Gas Rider AGG that contains language 12 

supporting the points of my testimony along with other changes to support the 13 

concepts expressed in this testimony. 14 

Q. Would a similar rider apply to North Shore? 15 

A. Yes the rider for North Shore would be identical except for Section G, Maximum 16 

Storage Quantity (“MSQ”).  The MSQ for Peoples is 38.93% of the Supplier’s 17 

Pool Estimated Annual Volume.  The MSQ for North Shore is 30.98% of the 18 

Supplier’s Pool Estimated Annual Volume.  Both percentages were substantiated 19 

in my Direct Testimony Exhibit RGS-1.1. Also the Daily Storage Withdrawal 20 

Capacity percentages would change and that definition would be replaced with 21 

the following: 22 

Daily Storage Withdrawal Capacity- during the withdrawal period a Supplier may 23 
withdraw up to 1.8 percent times the group’s storage inventory as of November 1 on 24 
any day that is not a Critical Supply Shortage Day.  If, at the end of any calendar 25 
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month, the Supplier’s storage inventory is less than fifty (50) percent of the Supplier’s 1 
inventory as of the preceding November 1, then the Supplier’s Daily Withdrawal 2 
Capacity will be reduced from 1.8 percent to 1.7 percent.  If, at the end of any 3 
calendar month, the Supplier’s inventory is less than 10 percent of the Supplier’s 4 
inventory as of the preceding November 1, the Supplier’s Daily Withdrawal Capacity 5 
will be further reduced to 1.6 percent. To the extent the CFY supplier’s aggregation 6 
group load increases throughout the winter, storage in place for such customers shall 7 
transfer with the customers and supplier’s November 1 storage inventory level will be 8 
modified to reflect such changes. 9 

 10 

Q. Please summarize your main concepts. 11 

A. It is unfortunate that such slow progress toward a competitive market continues in 12 

the Companies’ service area.  The concepts and improvements which I 13 

recommend are all tried, tested and proven in many other natural gas distribution 14 

utilities including neighboring Nicor Gas in Illinois.  This can change for the 15 

better if the Commission requires Peoples to make the improvements described 16 

here and in my direct testimony which will make it better and easier for Peoples’ 17 

customers to participate in the Choices For You program.    18 

Q. Does this conclude your rebuttal testimony? 19 

A. Yes. 20 


