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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 rebuttal testimony in the 29 

Peoples Gas and North Shore Gas‟ rate cases, Docket Nos. 11-0280/0281 30 

(Cons.).   31 

Q. What is the purpose of your rebuttal testimony? 32 

A. The witness for Retail Gas Suppliers (“RGS”), Mr. Crist, proposes that the 33 

Commission order Ameren Illinois Companies (“AIC”) to begin a program to 34 

enable small volume residential and commercial customers to purchase their 35 

own gas supplies, rather than buying their commodity gas only from AIC.  Such a 36 

program is often called a small-volume or choice program.  He also recommends 37 

that AIC offer a Purchase of Receivables (“POR”) for program suppliers, and he 38 

wants the Commission to calculate a price-to-compare.  39 

Q. What do you recommend? 40 

A. I recommend that the Commission not order AIC to initiate these programs at this 41 

time.  42 

Q. How does Mr. Crist justify his recommendation to order AIC to begin a 43 

program for small volume customers? 44 
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A. Mr. Crist asserts that a „choice program‟ for small volume customers has benefits 45 

from four sources.  They are:  46 

 Customers have the opportunity to select lower rates that are offered by 47 
Alternative Retail Gas Suppliers (“ARGS); 48 

 ARGS offer innovative solutions to price volatility, such as offering fixed rate 49 
products, that the utility generally is prohibited from offering;  50 

 ARGS develop innovative services to meet customer demands; and 51 

 ARGS offer products that provide customers with innovative tools to deal with 52 
risk management. 53 

(RGS Ex. 1.0, pp. 8-9) 54 

Q. Did Mr. Crist offer any evidence that Illinois small volume customers save 55 

money by buying their gas from ARGS? 56 

A. No.  Mr. Crist discusses the success that choice programs have achieved in 57 

terms of customer numbers in Illinois and other states. (Id., pp. 19-21) Certainly, 58 

success in the marketplace is some evidence that ARGS are offering services 59 

that meets their customers‟ needs.  But information that directly shows that 60 

customers pay less is not present.  61 

Q. Do you agree that ARGS can offer more individualized products? 62 

A. Yes.  Utilities in Illinois are limited to the PGA rate and level payment plans, while 63 

ARGS can offer a greater variety of pricing plans to consumers.  For example, 64 

fixed price plans give customers price certainty.   65 

Q. What do you conclude about the benefits that accrue to consumers as 66 

argued by Mr. Crist in his direct testimony? 67 
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A. I conclude that Mr. Crist did not provide any empirical support for the claim that 68 

customers will pay less for gas if they buy gas from ARGS rather than the utility.  69 

And while innovative pricing may benefit customers, Mr. Crist did not offer hard 70 

data and analysis to support this assertion.   71 

Q. Please comment on Mr. Crist’s discussion about the essential elements 72 

that a competitive retail gas market requires. 73 

A. Mr. Crist lists four criteria.  They are:  “utility support”, a purchase of receivables 74 

program, “fair allocation of commodity-related costs” and a “properly-adjusted 75 

price-to-compare”.  (RGS Ex. 1.0, p. 25)  At this time, the Commission does not 76 

have to decide these issues for how a small volume program might be 77 

administered.  However, I think the price-to-compare issue highlights the 78 

importance of market information for customers before they consider buying gas 79 

from ARGS.  80 

Q. What is a price-to-compare and why is it important?  81 

A. According to Mr. Crist, “Price-to-Compare is the „all-in‟ price of a utility product.” 82 

(Id., p. 47) Mr. Crist also asserts that it is important, because it “provides 83 

customers with a touchstone against which to compare product offerings from 84 

ARGSs.” (Id., p. 48) To fulfill that function, it needs to include all relevant costs; 85 

otherwise, it could provide a false comparison and mislead consumers. (Id., pp. 86 

48-49) 87 

Q. Please respond to Mr. Crist’s claims for the benefits of a price-to-compare. 88 
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A. I agree that consumers should have access to market information.  In fact, the 89 

PGA rates for the past several years are available on the Commission‟s website, 90 

along with offers from suppliers and answers to some questions about the retail 91 

gas market.1  If the Commission orders AIC to initiate a small volume choice 92 

program, I recommend that suppliers provide the web address for this 93 

information to their potential AIC customers.  While a price-to-compare may 94 

enable some customers to make more informed decisions, the information on the 95 

Commission‟s website provides a greater depth of information.   96 

Q. Do you recommend that the Commission decide to order AIC to implement 97 

a small volume transportation program in this docket? 98 

A. No.  I recommend that the Commission not decide to implement a small volume 99 

transportation program for AIC for three reasons.   100 

First, Mr. Crist has not offered any empirical support that customers are better off 101 

with a small volume transportation program. 102 

Second, Mr. Crist‟s proposal lacks the detail needed to implement such a 103 

program.  A general rate case like this docket hardly allows for the 104 

comprehensive exchange of information needed to produce an entirely new 105 

tariffed service offering.   106 

 Third, under the recently amended Section 5/19-130, the Office of Retail Market 107 

Development (“ORMD”) must compile a report that investigates the state of retail 108 

gas competition in Illinois, the barriers to development of competition and any 109 

                                            
1
 This information is available at http://www.icc.illinois.gov/ags/consumereducation.aspx.  

http://www.icc.illinois.gov/ags/consumereducation.aspx
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other relevant information.  In compiling this report, the ORMD must “gather input 110 

from all interested parties[.]”  (220 ILCS 5/19-130) This avenue presents a better 111 

opportunity for ARGS to advance their ideas to improve retail gas markets to the 112 

Commission.  I recommend that, rather than decide these issues in this case, the 113 

Commission should examine the report by the ORMD and decide whether to 114 

recommend to the General Assembly the programs that are proposed here. 115 

Doing so provides the Commission a more comprehensive discussion of the 116 

costs and benefits of a small volume gas transportation program, along with the 117 

characteristics that the program should have, than this rate case allows. 118 

Q. Please summarize your recommendations. 119 

A. I recommend that the Commission not order AIC to institute a small volume 120 

choice program at this time.  The recently amended Section 5/19-130 of the PUA 121 

offers the Commission the opportunity to gather information on how to best 122 

regulate retail gas markets in Illinois.  That includes whether to have a POR 123 

program and a price-to-compare.  124 

Q. Does this conclude your rebuttal testimony? 125 

A. Yes. 126 


