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Introduction 1 

Q. Please state your name, job title and business address. 2 

A. My name is David Rearden and I am a Senior Economist on the Staff (“Staff”) of 3 

the Illinois Commerce Commission (“Commission”) in the Policy Program. My 4 

business address is 527 East Capitol Avenue, Springfield, Illinois 62701. 5 

Q. Please outline your education. 6 

A. I have a Ph.D. (1991) in economics (specialties in econometrics and 7 

microeconomic theory) from the University of Kansas. I received a Bachelor’s 8 

degree in economics and history from Eastern Illinois University in 1982, and 9 

studied economics at the Southern Illinois University graduate school from 1982-10 

1984.  11 

Q. Please state your work background. 12 

A. Before joining Staff in 2002, I was a Manager of Regulatory Policy for Sprint 13 

Corporation (“Sprint”) from 1998 until 2001. I wrote and defended testimony 14 

before state regulatory commissions, helped develop policy for Sprint, provided 15 

analysis and advice for the business units and supported other aspects of 16 

Sprint’s external affairs activity.  17 

 I was a Managing Regulatory Economist at the Kansas Commerce Commission 18 

from 1994 until 1997. I wrote and defended testimony on both energy and 19 

telecommunications issues. I was promoted to Chief of Rate Design and 20 

Managing Telecommunications Economist in 1997. I supervised five employees 21 

that analyzed rate design for regulated energy companies in Kansas.  22 
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 I taught economics at the undergraduate and graduate levels at the University of 23 

Kansas (1992-1994) and Cleveland State University (1990-1992). Besides 24 

introductory and basic intermediate courses, I taught public finance, 25 

econometrics and graduate level microeconomics.  26 

Q. Have you filed testimony in Illinois before?  27 

A. Yes, I have prepared written testimony and appeared on the stand for cross 28 

examination in several dockets. Most recently, I filed testimony in Nicor’s 29 

reorganization docket, Docket No. 11-0046.   30 

Q. What is the purpose of your direct testimony? 31 

A. The witness for Interstate Gas Supply of Illinois (“IGS”), Mr. Parisi, proposes that 32 

the Commission order Peoples Gas and North Shore Gas (“the Utilities”) to begin 33 

a Purchase of Receivable (“POR”) program for Choices for You (“CFY”) 34 

suppliers.  In a POR program, the retail seller sells its receivables, the bills that 35 

its customers need to pay, to the utility at a discount.  In return, the utility collects 36 

the bills and keeps the entire amount collected.  37 

Q. What is your conclusion? 38 

A. I recommend that the Commission not order the Utilities to initiate such a 39 

program in this docket.   40 

Q. How does Mr. Parisi justify his recommendation? 41 

A. He offers several reasons why the Commission should order the Utilities to begin 42 

a POR program.  In short, he claims that a POR will lower the overall costs that 43 

ratepayers incur. (IGS Ex. 1.0, pp. 16-17)  44 
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Q. How do you respond to this claim? 45 

A. In general, I note that he does not provide any empirical support to bolster his 46 

claims concerning lower prices and decreased collections costs.  While Mr. Parisi 47 

cites several states and utilities that have POR programs, he does not attempt to 48 

calculate the benefits that customers in those states received. (IGS Ex. 1.0, pp. 49 

12-13, p. 18 and pp. 26-28) 50 

Q. Is it possible that customers might not benefit from a POR? 51 

A. Yes.  For example, if ARGSs charge more for gas than the Utilities do, the total 52 

amount of bad debt may increase.  The higher bad debt results in higher rates for 53 

all customers, including sales customers.  54 

Q. Do you recommend that the Commission decide on a POR program in this 55 

docket? 56 

A. No.  I recommend that the Commission not decide to implement a POR program 57 

for the Utilities for four reasons.  58 

  First there is a chance that total costs may increase if the total amount of 59 

ARGSs charges is greater than the comparable utility gas charges.  60 

Second, Mr. Parisi’s proposal lacks the detail needed to implement such a 61 

program.  A general rate case like this docket hardly allows for the 62 

comprehensive exchange of information needed to produce an entirely new 63 

tariffed service offering.  For the electric utilities, the Commission initiated two 64 

separate dockets to implement a POR program required by statute.  Both cases 65 

had a large number of intervenors and both required an eleven-month tariff 66 
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investigation.  The ComEd investigation is currently in the rehearing phase. 67 

These two tariff investigations followed several months of collaborative sessions 68 

by interested parties that addressed a large number of technical and operational 69 

implementation issues associated with a POR program.  It is unrealistic to expect 70 

that POR program details can be litigated in a general rate case when the POR 71 

tariff is just one of many issues to be decided by the Commission in this docket. 72 

  Third, a separate proceeding at this time is not an efficient use of the 73 

parties’ resources.  The POR tariffs for ComEd and Ameren Illinois resulted from 74 

the General Assembly’s specific instructions in Section 16-118 of the PUA.  75 

While the law does not specify every detail in the electric utilities’ tariff, it 76 

nonetheless lays out the basic structure.  The Utilities’ witness Mr. Schott notes 77 

that a POR requirement for the natural gas utilities that offer a transportation 78 

service for residential and small commercial customers is currently before the 79 

General Assembly.  If a measure ordering a POR for gas utilities passes, then 80 

the Commission would have a basic POR program structure in place which it can 81 

then implement by adjudicating issues that are not expressly specified in the law.  82 

The Commission should wait for the outcome of these deliberations before it 83 

decides to adopt a POR program for individual gas utilities. 84 

  Fourth, under the recently amended Section 5/19-130, the Commission’s 85 

Office of Retail Market Development (“ORMD”) must compile a report that 86 

investigates the state of retail gas competition in Illinois, the barriers to 87 

development of competition and any other relevant information.  In compiling this 88 

report, the ORMD must “gather input from all interested parties[.]”   (PUA Section 89 
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5/19-130, Public Act 097-0223) This presents a better opportunity for ARGSs and 90 

other parties to advance proposals to further the development of competition in 91 

the retail gas markets.  If the General Assembly has not created a POR 92 

requirement for natural gas utilities by the time the Section 19-130 report is due, I 93 

recommend that, rather than decide this issue in this case, the Commission 94 

examine the report by the ORMD and decide whether to recommend to the 95 

General Assembly the creation of POR programs for all natural gas utilities. 96 

Doing so will provide the Commission with a much more comprehensive 97 

discussion of the costs and benefits of a gas POR program than this rate case 98 

allows.   99 

Q. Does this conclude your rebuttal testimony? 100 

A. Yes. 101 


