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INTRODUCTION 1 

Q. Please state your name and business address, and tell us on whose behalf you 2 

are testifying? 3 

A. I am Vincent Parisi, General Counsel for Interstate Gas Supply of Illinois, Inc., 4 

wholly owned subsidiary of Interstate Gas Supply, Inc. (“IGS”) an independent 5 

natural gas supplier licensed to supply natural gas to customers in the State of 6 

Illinois, including Northern Illinois Gas Company d/b/a Nicor Gas (“Nicor Gas”).  7 

My business address is 6100 Emerald Parkway, Dublin, Ohio 43016.  I am 8 

testifying on behalf of IGS and the Retail Energy Supply Association (“RESA”).
1
  9 

Mr. Jason Kawczynski, who also testifies on behalf of IGS and RESA, describes 10 

the operations of RESA. 11 

Q. Briefly describe your relevant qualifications. 12 

A.  As general counsel and regulatory affairs officer for IGS for the past 7 years, I 13 

have been involved in numerous rate proceedings, commodity review audits, 14 

several merger and numerous collaborative discussions involving the natural gas 15 

industry.  In my capacity I have made presentations, prepared testimony and/or 16 

testified regarding various issues relevant to competitive natural gas markets and 17 

the items that are needed to ensure natural gas competition is vibrant for 18 

                                                 
1
 RESA’s members include:  Champion Energy Services, LLC; ConEdison Solutions; Constellation 

NewEnergy, Inc.; Direct Energy Services, LLC; Energetix, Inc; Energy Plus Holdings, LLC; Exelon 

Energy Company; GDF SUEZ Energy Resources NA, Inc.; Green Mountain Energy Company; Hess 

Corporation; Integrys Energy Services, Inc.; Just Energy; Liberty Power; MC Squared Energy Services, 

LLC; MXenergy; NextEra Energy Services; Noble Americas Energy Solutions LLC; PPL EnergyPlus, 

LLC; Reliant Energy Northeast LLC and TriEagle Energy, L.P..  The comments expressed in this filing 

represent the position of RESA as an organization but may not represent the views of any particular 

member of RESA. 
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consumers.  As General Counsel for IGS, one of the departments that reports into 19 

me is the collections department, which includes collections for Illinois small 20 

volume transportation programs, which I will hereafter refer to as “Choice” 21 

programs.  Although I do not oversee the day to day functions of the collections 22 

department, I have spent time in the role of managing receivables and unpaid 23 

accounts at IGS, and work closely with the department in crafting collections 24 

policies and procedures.   25 

I completed my Juris Doctorate through Capital University Law School, 26 

Columbus Ohio, graduating magna cum laude, and completed my LLM in 27 

Business and Tax.  Prior to working for IGS, I was an associate with Chester, 28 

Willcox & Saxbe, Columbus Ohio.   29 

Q. Have you presented testimony before this Commission previously? 30 

A. No.  31 

Q. What is the purpose of your testimony? 32 

A. In this proceeding, Nicor Gas, along with AGL Resources, Inc. and Nicor Inc. 33 

(collectively referred to as the “Joint Applicants”) is seeking approval of a 34 

proposed reorganization.  Pursuant to Section 7-204 of the Public Utilities Act, in 35 

order to approve the proposed reorganization, the Commission must find, among 36 

other things, that the proposed reorganization is not likely to have a significant 37 

adverse effect on competition in those markets over which the Commission has 38 

jurisdiction.  In my opinion, absent a requirement that Nicor Gas offer a Purchase 39 

of Receivables program for customers who are participating in its small volume 40 

transportation program, known as the Customer Select Program, the proposed 41 
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reorganization will have a significant adverse effect on competition in the Nicor 42 

Gas market.   43 

The Commission needs to promote rules and utility regulations that create 44 

a level playing field so that Alternative Gas Suppliers (“AGS”) can effectively 45 

compete with Nicor Gas to serve natural gas customers and that allow all 46 

customers an opportunity to select a competitive option.  It is my belief that fair 47 

and efficient rules encourage robust natural gas competition and ultimately result 48 

in more competitive products and better, more transparent natural gas prices for 49 

customers.  In that vein, the purpose of my testimony is to recommend that Nicor 50 

Gas implement a residential purchase of receivables (“POR”) program which 51 

requires Nicor Gas to purchase the residential and small commercial account 52 

receivables of certified AGSs. Specifically, the POR program would apply to all 53 

participants in the Customer Select Program.  Further, the implementation of a 54 

POR program will eliminate a major anti-competitive advantage that Nicor Gas 55 

has when it comes to supplying natural gas to customers, which is its ability to 56 

collect for natural gas service through the threat of disconnection or actual shut 57 

off, and will ultimately result in more efficient and effective natural gas markets.        58 

POR PROGRAM 59 

Q. What is an account receivable? 60 

A. A typical natural gas customer consumes natural gas first, and then the customer 61 

has a period of time to pay for that consumption after the gas is consumed.  62 

Between the time the customer consumes the gas and pays for the gas, a 63 

receivable is created to represent the amount that the customer owes the supplier 64 
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for the gas consumed. A receivable is considered an asset because it entitles the 65 

owner of the receivable to future payment from the customer. 66 

Q. What is purchase of receivables? 67 

A. A purchase of receivables or POR program is when a natural gas utility, such as 68 

Nicor Gas, purchases all customer receivables from an AGS.  In this scenario, the 69 

utility typically pays the AGS for all of its receivables once the AGS delivers the 70 

gas into the utility system, and the utility is then entitled to all of the customer 71 

payments that would otherwise be owed to the AGS.  At this point, the receivable 72 

becomes a utility receivable which is therefore subject to all collection activities 73 

for utility services including possible termination of service for non-payment. 74 

Q. What happens in the event a customer does not pay for the amount owed on 75 

a receivable account? 76 

A. The utility purchases the receivables without recourse, meaning the utility takes 77 

on all rights and obligations to collect on the account. Therefore, regardless of 78 

whether the consumer pays the amount owed on the account, the utility has an 79 

obligation to pay the supplier for the natural gas supplied.  Keep in mind this is no 80 

different than the situation the utility has for the receivables that are generated 81 

from customers purchasing natural gas from the utility-- if amounts are unpaid the 82 

utility is empowered to use its efforts to recover the unpaid balances. This 83 

includes the most effective tool, which is the ability to shut off customers who do 84 

not pay.  Suppliers do not have this capability.     85 

Q. What types of customers are included in POR programs? 86 
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A. Typically POR programs include residential and small commercial customers, 87 

which otherwise can be very expensive for non-utility suppliers to provide billing 88 

service.  Thus, the Customer Select Program is appropriate for use of a POR 89 

program. 90 

 91 

IMPORTANCE OF A POR PROGRAM 92 

Q. Why is it important for Nicor Gas to implement a POR program? 93 

A. Utilities are better suited for collections and can do so at a lower cost.  Under the 94 

current system, Nicor Gas bills AGS customers and AGS customers then make 95 

payments to Nicor Gas which Nicor Gas later remits to the AGS.  A POR 96 

program is the next logical step to enable Nicor Gas to take full control of the 97 

billing and collections process.  Further, this additional step would not cost Nicor 98 

Gas or its ratepayers anything, which I will explain later in my testimony.  By 99 

reducing the collection barriers, it also reduces costs to AGSs; AGSs can pass that 100 

savings on to customers with lower prices.  Finally, a POR program will level the 101 

playing field so that AGSs can effectively compete against Nicor Gas to supply 102 

gas to customers.  As I will further explain, utilities have inherent advantages 103 

when it comes to collecting outstanding accounts from customers.  Without the 104 

advantage of a POR program, it is difficult for AGSs to compete with the utility, 105 

and ultimately fewer AGSs will enter into the market because it is not as cost 106 

effective to do so, without further unbundling the costs associated with the utility 107 

receivables management systems, and without giving the AGSs the same rights as 108 

the utility regarding disconnection for non-payment of services. 109 
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Q. You mentioned that utilities have an advantage when it comes to customer 110 

collections.  Can you explain this? 111 

A. Yes, utilities are better suited for collections because a utility has greater recourse 112 

in the event a customer does not pay.  The utility can shut off a customer’s gas 113 

supply for non-payment whereas an AGS cannot shut off delivery of gas to the 114 

customer’s home or business.  The AGS’s only recourse is to stop supplying gas 115 

to the customer and turn the account back to the utility. In this scenario, the 116 

customer still continues to have gas delivered to his or her home or business by 117 

the utility.  In the case of non-payment where a customer moves (assuming they 118 

are within the same territory) the utility can refuse new service until the 119 

delinquent account is paid.  Customers do not need to contact a supplier to receive 120 

gas service.   121 

Also, utilities have access to customers’ Social Security Numbers.  This allows 122 

the utility to report the delinquent account to credit bureaus in the event of non-123 

payment.  An AGS, however, does not have access to customers’ Social Security 124 

Numbers and therefore cannot report delinquent accounts to credit bureaus.  The 125 

ability to disconnect service for non-payment and to report delinquent payments 126 

to credit bureaus are significant tools, the absence of which puts AGSs at a 127 

significant disadvantage when attempting to recover receivables.   128 

Q. Why does having limited recourse disadvantage AGSs from collecting past 129 

due amounts from customers? 130 

A. If a customer knows that there are consequences for not paying a bill, that 131 

customer is much more likely to pay the bill.  For example, if a customer thinks 132 
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that non-payment will result in the shut off of natural gas to his or her home, or a 133 

lower credit score, the customer will be more likely to pay his bill.  On the other 134 

hand, the customer is much less likely to pay his bill when a customer knows 135 

there are limited consequences for not paying a bill, such as the case with an 136 

AGS. 137 

 138 

Q. Are there other reasons why it is easier for utilities to collect from 139 

customers? 140 

A. Yes, utilities already have existing collections infrastructure, funded through rates 141 

that are paid by sales customers, large-volume transportation customers, and 142 

customers participating in small volume transportation programs, Choice 143 

programs such as Nicor Gas’ Customer Select.  This infrastructure includes a call 144 

center, IT, accounting software and employees that are dedicated to collecting 145 

delinquent accounts.  AGSs do not have the benefit of preexisting collections 146 

infrastructure funded by all utility ratepayers. Rather, the AGS must fund its own 147 

collections activities, even though Choice customers are paying for the collection 148 

activities of the utility, since all Choice customers regardless of who supplies their 149 

commodity service pay the same base rate charges as other customers in the same 150 

rate class (meaning all residential customers pay the same base rates, regardless of 151 

whether they get commodity from the utility or through an AGS, the same with 152 

business customers).  The ability to use a utility’s existing collections 153 

infrastructure lowers the overall cost to AGS customers for collections compared 154 

to the cost for an AGS system by eliminating the double recovery of commodity 155 
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collection infrastructure costs. Given there is no reduction for the Choice 156 

customers in their base rate costs associated with these utility functions and 157 

systems and if required to do the same functions, an AGS  will also include the 158 

charge in the commodity costs of the AGS, the utility is essentially receiving 159 

payments for services the customer does not receive.   160 

Q. Is the rate of collection increased when the same party that bills customers 161 

collects on the outstanding accounts? 162 

A. Yes, intuitively it would seem to be the case.  Utilities bill AGS customers, and 163 

the AGS customers pay the utility which later remits the payment to the AGS.  164 

However, after a customer account becomes past due, the utility relinquishes all 165 

collections responsibility and it becomes the AGSs responsibility to collect on the 166 

past due accounts.   It is more difficult for AGSs to collect on these accounts 167 

because the customer is not accustomed to receiving a bill from the AGS and the 168 

AGS can only begin to establish this direct contact regarding unpaid amounts 169 

after the amounts become delinquent.   The customer is less likely to view the 170 

AGS as having a continuing business relationship and therefore the customer is 171 

less likely to pay.  Moreover, if the customer received continuous gas, no 172 

disconnection notices, and paid the bill (just not in full) the customer may be 173 

confused as to why he is receiving a bill from the AGS when the bill had 174 

previously come from the utility.  175 

 176 

Q. Ultimately, what is the effect of the utilities’ inherent advantage associated 177 

with collections? 178 
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A. The effect is that a utility has much more success at collecting from customers 179 

and thus utilities receive a greater percentage of the accounts billed.  The tools at 180 

its disposal, the presentation of a consistent periodic bill, and the general role as 181 

the incumbent utility all give the utility advantages over the AGSs in recovering 182 

receivables.  The ultimate effect is that an AGS has to be much more cautious and 183 

selective regarding who it enrolls in a competitive product, focusing only on the 184 

best payers since any slow paying customers cannot be tolerated. This is so 185 

because the way the receivables process works a supplier will be significantly into 186 

delivering natural gas for a subsequent billing cycle before the prior billing cycle 187 

amounts are due, and under the rules regarding when an AGS can return a 188 

customer to utility service for non-payment and notices that have to be provided 189 

before doing so, if an AGS allows any time to transpire between the due date and 190 

beginning the process for returning the customer to utility service, the amount of 191 

possible bad debt can increase two or even three fold.    192 

Q. How does this harm AGSs? 193 

A. This is harmful for AGSs because a high bad debt expense increases the cost an 194 

AGS must pay to serve customers, and so necessitates the supplier to focus on 195 

supplying only the most credit worthy customers, significantly reducing the pool 196 

of customers that an AGS would be willing to serve without a POR program. The 197 

reduced pool increases the costs for the supplier to acquire customers, since a 198 

smaller pool from which to market means that each customer that does select the 199 

AGS was more expensive to find, solicit and retain.  This makes the products 200 

likely more expensive than they otherwise would be, or eliminates products from 201 
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the market altogether, such as IGS’ guaranteed savings product.  The negative 202 

effect of this additional cost is compounded by the fact that a high bad debt 203 

expense compared to that of a utility makes it more difficult for an AGS to 204 

compete.  An AGS factors its overall costs into the pricing it offers customers.  205 

Therefore, if an AGS’s overall costs are increased, the AGS must increase prices 206 

in order to make it profitable to offer service to customers.  In addition, a utility’s 207 

price is based on its cost to serve customers.  If a utility has a significantly lower 208 

cost (because of a lower bad debt expense, a larger pool over which to spread its 209 

costs, (not to mention “free money” through payments from AGS customers to 210 

the utility for services the utility does not provide) than an AGS’s cost, then a 211 

utility will be able to offer a lower price to customers, which is at least in part 212 

subsidized by the AGS customers.  The subsidy occurs because although the AGS 213 

customers continue to pay for the total collection and receivables management 214 

mechanism of the utility through base rate charges, those customers no longer get 215 

the benefit of many of the tools and services that are part of those systems.    216 

Q. How does a POR program help AGSs? 217 

A. The short answer is that a POR program brings an AGS’s bad debt expense more 218 

into line with that of a utility and give the AGS customers the full advantage of 219 

the receivables and collection systems of the utility, which as previously stated 220 

are already being paid for by the AGS customers through base rate charges.  221 

While a POR program does not increase a utility’s costs, it significantly reduces 222 

an AGS’s costs and the overall cost to the AGS customers by eliminating the 223 
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utility “free money subsidy” for services not provided. Reduced costs make it 224 

easier for an AGS to offer a competitive price. 225 

Q. Can you explain further? 226 

A.  Yes.  By providing the AGS customer with the full value of the receivables 227 

collection mechanisms of the utility through a POR program, the AGS does not 228 

need to focus solely on the most credit worthy customers, and can offer a wider 229 

variety of products to a significantly expanded base of customer since with POR 230 

there is an established rate for bad debt experience.  Because the utility purchases 231 

these receivables without recourse, the AGS will receive payment for the 232 

customer’s account regardless of whether a customer pays, meaning the AGS will 233 

be able to offer its products to all customers.  A wider base of customers means 234 

acquisition costs are reduced, product offerings can be expanded and more 235 

customers can take advantage of AGS products and services.  Customers benefit 236 

because they will have a wider variety of products made available, or have 237 

products available that were not at all available before because of payment issues.  238 

Also, customers benefit because they are able to take advantage of the full utility 239 

receivables management systems for which they pay through base rates, which 240 

without POR are not available and had to be provided (and thus charged for) 241 

though AGS prices.    While the AGS may receive less than the total amount due 242 

on the accounts, this reduced revenue is more than made up for by the AGS’s 243 

elimination of the uncertainty of bad debt expense and an expanded pool of 244 

customers.  As I explained previously, because of an AGS’s inherent limitations 245 
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when it comes to collections, an AGS’s bad debt expense can be quite high and 246 

thus the products offered to a much smaller group of customers.   247 

 248 

POR EFFECT ON UTILITIES 249 

Q. Why would a utility assume the additional risk and cost of purchasing an 250 

AGS’s receivables? 251 

A. A utility would assume the responsibility of purchasing an AGS’s receivables 252 

because the utility knows that it will receive 100% recovery of an AGS’s 253 

uncollectible expense.  Under a POR program, a utility typically recovers these 254 

costs either through a discount rate applied to the purchase of an AGS’s 255 

receivables or through an uncollectible expense rider or a combination of the two.  256 

Uncollectable expense riders in Illinois were approved through a legislative 257 

initiative, which allows the utility to recover the uncollectible expense associated 258 

with customer charges through the uncollectible expense rider, so there is no need 259 

for the utility to differentiate the uncollectible expense, rather they can recover all 260 

of the costs through the rider. In this case, it is my suggestion that the 261 

uncollectible expenses associated with a POR program be recovered through the 262 

uncollectible expense rider, but allow for a discount to the receivables purchased 263 

from the suppliers to help reduce amount to be recovered through the rider and to 264 

provide some revenue opportunity to the utility for providing the POR service.  I 265 

would suggest that the appropriate rate for this would not, in total, exceed 1%, 266 

with half of the discount going to reduce the uncollectible expense rider and the 267 
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other one half of one percent going to the utility to defray costs and compensate 268 

the utility for providing the service.   269 

Q.  Can you explain how a utility recovers costs through a discount rate applied 270 

to receivables purchased from AGSs? 271 

A. Yes. Generally under this method of recovery a utility is compensated for 272 

assuming the risk of unpaid accounts and collection expense by a discount paid 273 

for the receivables.  For instance, assume that a utility purchases $1,000,000 of 274 

receivables at a 1% discount for $990,000.  This means that a utility is owed 275 

$1,000,000 from customers, even though it only paid $990,000 for the right to 276 

receive payment from those customers.  Therefore, even if all customers do not 277 

pay their accounts and it costs additional money to collect, the utility still recovers 278 

its cost for purchasing the receivables. 279 

Q. Can you explain how a utility recovers the cost of bad debt expense through 280 

an uncollectible expense rider? 281 

A. Yes, generally utilities are entitled to recover all the costs associated with 282 

uncollectible expense.  Nicor Gas currently recovers these costs through base 283 

rates and through its Rider 26, Uncollectible Expense Adjustment (“UEA”).  284 

Under Rider 26, customers are charged on each bill an amount that allows Nicor 285 

Gas to recover the difference between uncollectible expenses recovered through 286 

base rates and its total uncollectible expense.  Rider 26 periodically resets to true-287 

up any over or under recovery of bad debt expense. 288 

Q.  How is a POR program complemented by the existence of an uncollectible 289 

expense rider? 290 
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Rider 26 already applies to customers participating in Customer Select, as well as 291 

Nicor Gas’ sales customers. If a POR program is implemented, Rider 26 could 292 

simply be revised, thus enabling an easy and already existing mechanism for 293 

Nicor Gas to recover the uncollectible expense of an AGS. Under my proposal, 294 

the supplier would be paid 99 cents on the dollar, with half a cent going to reduce 295 

the costs of Rider 26 and half a cent remaining with Nicor Gas to compensate it 296 

for providing the service.    297 

Q. Will a POR program be an additional cost to Nicor Gas? 298 

A. No.  Currently Nicor Gas recovers the cost of its uncollectable accounts in its base 299 

rates and Rider 26 and would continue to do so.  Since the current law allowing 300 

Nicor Gas to have Rider 26 UEA, there is no reason for Nicor Gas to have 301 

additional costs.  In fact, under my proposal, Nicor Gas would be compensated for 302 

providing the service.   303 

POR PROGRAM’S EFFECT ON RATE PAYERS 304 

Q. Do ratepayers currently pay the cost of uncollectible expense? 305 

A. Yes. Nicor Gas’ ratepayers currently pay the cost of uncollectible expense 306 

through base rates and Rider 26.  However, Customer Select customers are only 307 

charged for uncollectibles related to delivery services because of the fact that they 308 

do not contribute to a utility’s uncollectible expense related to its commodity sales 309 

to its sale customers.  This is accomplished through a credit back to customers to 310 

compensate them for part of the base rate charges related to bad debt expense.  311 

Q. Why are Choice customers not contributing to Nicor Gas’ uncollectible 312 

expense for gas costs? 313 
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A. When a customer switches to an AGS, the commodity receivable responsibility, 314 

and the bad debt (not infrastructure) cost associated with that responsibility, 315 

migrates with the consumer away from the utility to the AGS that serves the 316 

customer.  Unlike the base rates this rider was designed to ensure customers only 317 

pay for bad debt risk associated with the company from which they take 318 

commodity service. 319 

Q. Does the manner in which Rider 26 is structured fully compensate Customer 320 

Select customers for the reduced bad debt expense as a result of migrating? 321 

A. No.    A utility’s existing infrastructure which is used for collections has been 322 

funded by customers through base rates.  Customer Select customers are not 323 

compensated for the fact they (or their AGS) are not able to utilize the collections 324 

infrastructure that they funded in base rates. 325 

Q. Do you support Nicor Gas’ Rider 26? 326 

A. Yes. I support the recovery of uncollectible expense through Rider 26, but it 327 

should go further.  As part of the POR program, Rider 26 should also be applied 328 

to Customer Select customers.  This means Nicor Gas would assume the cost of 329 

all delivery and commodity uncollectible expense (for both sales and Customer 330 

Select customers) and Nicor Gas would recover the cost of uncollectible expense 331 

equally from those customers through Rider 26.  With this proposal the actual net 332 

cost of uncollectible expenses will be reduced, and it will be paid equally by all 333 

customers rather than be disproportionately borne on Customer Select customers.  334 

Further, more suppliers will be able to enter into the market which will make 335 

prices more competitive.  336 
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Q. Will the POR program benefit customers?    337 

A. Yes, the POR program will benefit customers.  A POR program leverages the 338 

utility’s inherent advantage in collections to reduce the net bad debt expense for 339 

all customers.  Rather than every supplier soliciting only good paying customers 340 

who pay for both the utility systems and their supplier expending resources to 341 

collect on accounts with limited success, a POR program reduces the redundancy 342 

of collections expenditures and enhances the success of collecting on unpaid 343 

accounts.  In addition, the current process leaves slow or bad payers to cover 344 

commodity bad debt with the utility, likely increasing the debt recovery. This net 345 

cost reduction will be passed on to customers through lower prices and more 346 

diverse products offered by AGSs. 347 

Q. You say that AGSs will pass on their cost reduction by lowering customer 348 

prices.  How can you be sure of this? 349 

A. In a competitive natural gas market AGSs will have to reduce prices if they wish 350 

to remain competitive with other suppliers.  Currently in Nicor Gas’ service 351 

territory, many AGSs are not offering products because their costs are too high to 352 

be profitable.  However, if the costs to AGS’s are reduced substantially by the 353 

implementation of a POR, AGSs will be able to enter the market offering a lower 354 

price to customers.  As more AGSs enter the market and a greater variety of 355 

products are offered by existing suppliers, customers will benefit.      356 

Q. In sum, are you saying that a POR program will not be an additional cost to 357 

Nicor Gas or customers, but rather a POR program will ultimately result in 358 

lower prices and a wider array of competitive products customers? 359 
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A. Yes, a POR program will not cost Nicor Gas anything because it will be able to 360 

recover all of its cost of uncollectible accounts through Rider 26 or through the 361 

discount rate Nicor Gas would pay for AGS receivables, as I have suggested.  362 

Customers will not pay additional costs because bad debt expense is already being 363 

paid for by customers in Nicor Gas’ base rates and Rider 26.  However, a POR 364 

program will enable AGSs to offer customers lower prices, and ultimately make 365 

the natural gas market in Illinois more competitive.    366 

 367 

BENEFITS OF A POR PROGRAM 368 

Q. So far you have described a POR program and its effect on parties.  Can you 369 

go into more detail about the specific benefits of a POR program? 370 

A. Yes the specific benefits to POR are many, as I detail below: 371 

 Continuity of bill.  POR allows one party (the utility) to provide a consolidated 372 

bill for supplier and utility charges, reducing customer confusion. Further, POR 373 

avoids the complications of proration where misapplications of payments occur, 374 

the problem of synchronization of receivable balances between the utility and 375 

supplier, and the potential of inconsistent information being provided to 376 

consumers.  Refunds or collections caused by rebills that can be months late 377 

create concerns on how to refund or reach the customer if the supplier is no longer 378 

serving that customer. 379 

 Leverage existing systems, reducing overall costs.  With a POR program, the 380 

utility maintains infrastructure to manage receivables, including IT, HR, 381 

Accounting, Call Center, Telephonic, Collections, Field Systems to handle the 382 
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receivable throughout the lifecycle.  Without a POR program, AGSs must 383 

duplicate these systems, increasing overall costs. 384 

 Continuity of message.  When the utility owns the receivable, each customer is 385 

subject to the same rules, efforts and processes.  This allows for the same 386 

protections for all customers, and a continuity of efforts without duplicating 387 

efforts or presenting conflicting messages.   388 

 Reduction of overall uncollectible expenses.  Without a POR program, AGSs have 389 

to focus on enrolling only the most credit worthy individuals, which concentrates 390 

the best paying customers with AGSs, leaving the more credit challenged 391 

customers with the utility.  This disadvantages the slower paying customers that 392 

do ultimately pay their bills, eliminating or greatly reducing their access to the 393 

competitive market.  This also over the long run will put a greater burden on the 394 

customers that do not select a competitive supplier, since the uncollectible mix 395 

left with the utility will be higher given the migration of credit worthy customers.   396 

 Continued utilization of effective recovery tools.  Utilities have tools available to 397 

them to ensure most consumers that can pay for their natural gas do pay for their 398 

natural gas, the most effective of which is the ability to disconnect service for 399 

non-payment and require payment of past due amounts and/or security deposits to 400 

allow reconnection to occur.  Suppliers do not typically have this tool available to 401 

them.   402 

 Uncollectible expense mechanisms.  Utilities are typically permitted to charge all 403 

uncollectibles to ratepayers, so a utility will have a mechanism that will keep 404 

them whole on their bad debt. By maintaining the bad debt within the utility 405 
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system, all ratepayers are responsible for an equitable proportion of that expense, 406 

without shifting that burden to any subset.    407 

 Diminished counterparty risk.   Counterparty risk is greatly diminished through a 408 

POR program.  Since utilities are regulated entities that have a regulated return on 409 

capital, they are financially stable entities.  The regulated nature of the utility not 410 

only ensures they will recover costs associated with doing business, but also will 411 

experience a consistent rate of return through economic periods of boom and bust.  412 

With a POR program, where the counterparty is a regulated utility, with an 413 

approved rate of return, an AGS's counterparty risk is virtually zero.   414 

 415 

POR IN OTHER STATES 416 

Q. Are there any utilities in other states that have POR programs? 417 

A. Yes, many utilities in many states have successfully implemented POR programs.  418 

A POR program is part of gas Choice programs in at least 8 other states, including 419 

Indiana (Northern Indiana Public Service Company), Ohio (Dominion East Ohio, 420 

Columbia Gas, Vectren, Duke), Michigan (Consumers Energy, Michigan 421 

Consolidated (MichCon)), Pennsylvania (Columbia Gas of Pennsylvania, PECO), 422 

Kentucky (Columbia Gas of Kentucky), New York (Orange and Rockland, 423 

Central Hudson, National Grid, National Fuel, ConEd, Keyspan, Rochester Gas 424 

and Electric), Maryland (Baltimore Gas & Electric, Washington Gas & Light), 425 

and Virginia (Columbia Gas of Virginia).  426 

Q. Do electric utilities offer POR programs as well? 427 
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A. Yes, electric utilities in Illinois, New Jersey, New York, Pennsylvania, Ohio, 428 

Maryland, and Michigan offer POR programs as well.  Specifically with respect 429 

to Illinois, the Illinois legislature required that electric utilities in the state 430 

implement POR and Ameren Illinois and Commonwealth Edison Company are 431 

currently offering POR programs, pursuant to rates approved by the Commission.  432 

Massachusetts is currently implementing POR programs. 433 

Q. Are there other Illinois natural gas utilities that offer a POR program? 434 

A. Currently no Illinois natural gas utility has a POR program; however, Ameren 435 

Illinois has proposed a POR program in its most recent rate case.  436 

Q. Why have states without POR programs been unable to achieve a significant 437 

level of participation in their Choice programs? 438 

A. States without POR programs have not seen significant migrations because AGS’s 439 

bad debt expenses in those states greatly increases the cost for AGSs to serve 440 

customers, and significantly reduces the pool of customers the AGS is willing to 441 

serve.  Because it costs more to serve customers, it is more difficult for AGSs to 442 

offer competitive pricing to a wider group of customers.   Further, without a POR 443 

program AGSs must limit their customer offers only to the most credit worthy 444 

customers, further limiting the customer pool to which AGSs market.  445 

Q. Can you explain in more detail the success of POR programs in other states? 446 

A. Yes, in most states with POR programs there are many suppliers actively offering 447 

a multitude of products to residential natural gas consumers.  In Ohio, there is an 448 

over 50% migration rate and dozens of suppliers are marketing to customers. In 449 

New York, Choice participation is nearly 20% and it increased substantially after 450 
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POR programs were implemented.  The New York Public Service Commission 451 

identified purchase of receivables as a “best practice” in its Retail Policy 452 

Statement issued in August 2004. The Commission found that, “A major success 453 

in the residential market . . . is the utility purchase of accounts receivable to 454 

simplify ESCO operations and reduce ESCO overheads.” (Case 00-M-0504, 455 

Retail Policy Statement, issued August 25, 2004, at page 15).  Indeed, the NYPSC 456 

found that POR programs coupled with utility consolidated billing “are needed to 457 

enable ESCOs to bill and/or receive payments from customers on an equal footing 458 

with the utility service providers.” (Case 07-M-0458, Order Determining Future 459 

of Retail Access Programs, issued October 27, 2008, at page 8).  Migration 460 

statistics from New York illustrate the impact of the best practices identified in 461 

the Retail Policy Statement. From September 2004 when the Retail Policy 462 

Statement was issued to August 2008, there has been an approximately 84% 463 

increase in total gas customer accounts migrated
 

and an 85% increase in 464 

residential gas customer accounts migrated. Id. 465 

Q. Do you think the implementation of a POR program in Nicor Gas’ service 466 

territory will have the same effect it has had in other states? 467 

A. Yes, the evidence is overwhelming that a POR program contributes to increased 468 

customer migration.  The implementation of a POR program would be a 469 

significant step towards achieving a competitive and robust natural gas market in 470 

Nicor Gas’ service territory.  Failure to implement a POR program in Nicor Gas’ 471 

service territory, as part of the proposed reorganization, would result in the 472 
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proposed reorganization being likely to have a significant adverse effect on 473 

competition in Nicor Gas’ market. 474 

 475 

CONCLUSION 476 

Q. Does this conclude your direct testimony? 477 

A. Yes, it does. 478 


