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Q. Please state your name and on whose behalf you are offering testimony. 1 

A. My name is Martin R. Cohen and I am providing testimony on behalf of the Citizens 2 

Utility Board (CUB) and the People of the State of Illinois (the People or AG). 3 

Q. Please describe your relevant background and experience. 4 

A. I am the principal of Martin Roth Cohen and Associates, an energy policy consulting 5 

firm.  I was employed by CUB in several positions for more than 20 years, including as 6 

its Executive Director from 1993 until 2005.  Subsequently I served briefly as Chairman 7 

of the Illinois Commerce Commission and for two years as the Director of Consumer 8 

Affairs in the office of the Illinois Governor.  Since founding my consulting firm in 9 

February, 2008, I have advised clients and written about matters pertaining to consumer 10 

protection, renewable energy, energy procurement, and smart grid development and 11 

deployment.  I was appointed by Senate President John Cullerton to the Illinois Smart 12 

Grid Advisory Council and I serve as Chairman of the Illinois Science and Energy 13 

Innovation Foundation.  14 

My work in Illinois includes expert testimony before the Illinois Commerce 15 

Commission in dockets 07-0585 and 07-0566.  In partnership with EnerNex Corporation, 16 

I served as a facilitator of the Illinois Statewide Smart Grid Collaborative in 2009 and 17 

2010. 18 

Q. What is your educational background? 19 

 20 

A. I received a B.A. degree from Washington University in St. Louis in 1973. 21 

Q. What is the purpose of your testimony? 22 

A. The purpose of my testimony is to assess proposed Rider 17, as proposed by Northern 23 

Illinois Gas Company d/b/a Nicor Gas Company (referred to as Nicor or the Company), 24 
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with regard to its treatment of residential and small commercial customers and make 25 

recommendations to the Commission. 26 

I. SUMMARY OF TESTIMONY 27 

Q. What are your recommendations? 28 

A. I recommend that the Commission reject Nicor’s application for approval of Rider 17. 29 

For reasons detailed below, the tariff is not just and reasonable and the Company has 30 

offered no evidence that it provides any net benefit to customers. 31 

If, however, the Commission finds that a PORCB tariff should be approved, I 32 

recommend that Nicor be instructed to refile Rider 17, modified so that all costs of 33 

implementing and operating the PORCB program, as well as any excessive costs of 34 

uncollectibles associated with supply service to Q-AGS customer accounts, are recovered 35 

from participating Q-AGSs, not their customers.
1
  36 

If, contrary to my view, the Commission finds that end-user PORCB charges are 37 

warranted in this case, I recommend that such charges be modified as follows: 38 

i. In order for the charges to be seen and understood by customers, they 39 

should be listed as a separate line item on Nicor bills, rather than as 40 

invisible adjustments to the Monthly Customer Charge.  The 41 

derivation and description of any PORCB-related charges to the 42 

customer should also be stated in plain language on Nicor bills. 43 

ii. In order to protect small volume customers from bearing excessive 44 

costs, the total monthly PORCB-related charges billed by Nicor to a 45 

Q-AGS customer should be capped at no more than 50 cents per 46 

month for residential customers and $2 per month for commercial 47 

customers, with a maximum amount of 1% of the customer’s supply 48 

charges; 49 

                                                           
1
 “Q-AGS” is described in the tariff as referring to a Qualifying Alternative Gas Supplier, as defined under the 

Illinois Public Utilities Act, 220 ILCS 5/19-110, that is providing service to customers under Rider 16, using Nicor’s 

Third Party Billing Service. 
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iii. In order to appropriately assign PORCB-related costs, Administrative 50 

and Operating Costs (AOC) should be recovered by Nicor directly 51 

from Q-AGS as a component of the Discount Factor; 52 

iv. In order to equitably allocate any costs collected directly from 53 

customers,  such costs should first be allocated by customer class and 54 

then allocated within each class volumetrically; 55 

v. In order to protect all AGS and their customers from unfairly being 56 

required to pay higher costs due to the marketing practices of some Q-57 

AGS, the uncollectibles portion of the discount factor should be set 58 

separately for each Q-AGS based on the uncollectibles history of their 59 

receivables over the preceding year.  For newly certified Q-AGSs or 60 

those without an established uncollectibles history, the uncollectibles 61 

portion of the discount factor should be set at the Q-AGS average rate 62 

until an actual rate can be calculated.  If the Commission determines 63 

that a uniform discount rate should apply to all Q-AGSs, the 64 

uncollectibles component of the rate should be set at a percentage 65 

intended to recover the total Q-AGS supply uncollectibles; 66 

vi. In order to prevent the utility from receiving an unwarranted below the 67 

line income stream, recovery of Intangible Costs (IC) should be 68 

eliminated.  However, if the increased risks cited by the Company are 69 

deemed by the Commission to warrant recognition as IC, these costs 70 

should be recovered directly from Q-AGSs, not customers.  71 

II. BACKGROUND OF NICOR’S PROPOSED RIDER 17 72 

Q. Please briefly summarize Nicor’s proposed Rider 17. 73 

A. Rider 17, also referred to as Purchase of Receivables with Consolidated Billing 74 

(PORCB), would allow certified Qualifying Alternative Gas Suppliers (Q-AGS) to elect 75 

to have Nicor Gas purchase their receivables for retail gas sales to qualifying residential 76 

and small commercial utility customers.  Nicor would then be responsible for collection 77 

of these amounts.  Qualifying Q-AGS receivables would be purchased by Nicor at a 78 

discount of 1.5%, part of which would recover a portion of program costs and provide 79 

Nicor a return on any associated capital investment and part of which would be used to 80 
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offset uncollectibles associated with Q-AGS supply.  In addition to any amount retained 81 

by the Company through purchasing qualifying receivables at a discount, Nicor would 82 

collect a monthly charge from the retail customers of participating Q-AGS to cover 83 

certain additional costs of operating the program and any uncollectibles not recovered 84 

through the discount mechanism. 85 

Q. What is the genesis of the Rider 17 tariff filing? 86 

A. Rider 17 arises from a legal settlement negotiated between Nicor and certain Alternative 87 

Gas Suppliers of several legal matters pertaining to acquisition of Nicor by AGL 88 

Resources.  The settlement required Nicor to “take a publicly neutral position” with 89 

regard to legislation, drafted by the Retail Energy Supply Association (RESA) for 90 

consideration by the Illinois General Assembly, that would have established a PORCB 91 

program for Illinois gas utilities.  The parties to the settlement agreed that if this 92 

legislation were not enacted by the General Assembly, Nicor would file tariffs seeking 93 

Commission approval of such a program.  94 

Q. Was the legislation proposed by RESA enacted by the Illinois General Assembly? 95 

A. No.  The General Assembly had the opportunity to enact legislation proposed by RESA, 96 

and not opposed by Nicor, to establish a PORCB program for gas utilities, but did not do 97 

so.  One can infer from the General Assembly’s inaction that this proposal did not have 98 

sufficient support from legislators to become state law.  This lack of legislative backing 99 

for gas utility PORCB stands in contrast to the General Assembly’s enactment of a 100 

PORCB program for large electric utilities, codified in Section 16-118 of the Public 101 

Utilities Act (220 ILCS 5/16-118).  However, as Mr. Robert Mudra explains in his Direct 102 

Testimony on behalf of Nicor, the Company is bound by the settlement agreement to file 103 



Docket No. 12-0569 

CUB-AG Ex. 1.0 

5 
 

the Rider 17 tariff.  (This settlement agreement was attached to Mr. Mudra’s Direct 104 

Testimony as Exhibit 1.2).  While I am not an attorney, I do not believe the Commission 105 

is specifically authorized by statute, nor is it obligated to approve a POR tariff for gas 106 

utilities. 107 

Q. What is the derivation of the 1.5% discount rate? 108 

A. The 1.5% discount rate was arrived at through discussions between Nicor and the parties 109 

to the aforementioned settlement agreement.  I have seen no evidence presented as to 110 

why a 1.5% discount rate is reasonable.  My understanding is that .5% of the discount 111 

rate (one-third of the total) is allocated to recover capital costs and the remainder of 1% 112 

(two-thirds of the total) is allocated to uncollectible amounts.  The total is an amount 113 

agreed to by the Company and the Q-AGSs based on what is mutually acceptable to 114 

them.  They have agreed among themselves to put customers at risk for any PORCB costs 115 

above the discount rate. 116 

Q. Does Mr. Mudra ascribe any benefits to Nicor customers from proposed Rider 17? 117 

A. No.  Mr. Mudra’s direct testimony does not claim that Rider 17 would be beneficial to 118 

Nicor customers.  119 

Q. Has the absence of a POR tariff proved to be a significant impediment to 120 

competition? 121 

A. No.  On the Illinois Commerce Commission’s website are listed 26 certificated 122 

Alternative Gas Suppliers (AGS) in Nicor’s “Customer Select” program.  These 26 AGS 123 

were serving approximately 232,568 Nicor residential customers and 37,142 commercial 124 

customers, or approximately 13% of Nicor’s customer base, as of January 14, 2012. (DR 125 

RMP 2.01 E and F.)  Significant numbers of customers have switched to AGS supply, 126 

despite the fact that, as I will describe later in my testimony, the overwhelming majority 127 
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of AGS offers to residential customers over the past decade would have resulted in 128 

customers paying far more for Q-AGS supply than they would have paid for utility 129 

supply over the same period of time.  130 

III. NICOR’S CHARGES TO CUSTOMERS OF Q-AGS UNDER PROPOSED RIDER 131 
17 132 

Q. What costs associated with Rider 17 would be recovered by Nicor directly from 133 

residential and small commercial customers? 134 

A. Individual customers of participating Q-AGS would have a “Purchase of Receivables 135 

Customer Adjustment” (PORA) made to Nicor’s Monthly Customer Charge.  The PORA, 136 

calculated separately for residential and non-residential customers, would be comprised 137 

of the following components, in addition to a reconciliation amount: 138 

1) Monthly per-customer charges would include incremental Administrative and 139 

Operational Costs (AOC) incurred in conjunction with operation of Rider 17.  140 

AOC would include Nicor’s costs of participating in Commission proceedings, its 141 

data processing costs, staff costs, legal costs, auditing, consulting and other 142 

ongoing costs associated with operating Rider 17. 143 

2) Monthly customer charges would also include “Intangible Costs” (IC) totaling up 144 

to .5% (one-half of one percent) of participating Q-AGS total receivables by 145 

customer class.  IC are not actual costs incurred by Nicor.  Instead they are 146 

defined in Rider 17 as amounts to be accounted for “below the line” that would 147 

increase Nicor earnings without counting as regulated revenue in a ratemaking 148 

proceeding.  In other words, these intangible costs would become tangible 149 

additions to Nicor earnings.  These extra contributions to boost Nicor earnings, 150 

paid by Q-AGS customers, would be in addition to the return on invested capital 151 

recovered by Nicor directly from Q-AGSs as a portion of the 1.5% discount on 152 

purchased receivables. 153 

3) In addition to AOC and IC, monthly customer charges would include a “Supply 154 

Uncollectible Adjustment” (SUA) to recover any Net Actual Uncollectible Costs 155 

(NAUC) to the extent they are above or below the amount recovered from Q-156 

AGSs through the Discount Factor.  157 

  I will discuss each of these charges later in this testimony. 158 
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Q. Would the PORA charge be transparent to Q-AGS customers? 159 

 160 

A. No.  Judging from my experience, the existence of the PORA, let alone its projected 161 

amount, is unlikely to be known by the customer, as any description of this charge is 162 

likely to be buried in the fine print of a sales contract from a Q-AGS and unlikely to be 163 

disclosed in a manner understood by the customer.  In fact, the monthly utility charges 164 

associated with receiving Q-AGS service might not be specifically disclosed to the 165 

customer by the supplier at all, as they would be subsumed in charges from Nicor for 166 

costs related to tariffed utility services.  167 

Q. Under Rider 17 as proposed, would the extra monthly charges paid by a Q-AGS 168 

supply customer be discernible on the customer’s Nicor bill? 169 

 170 

A. No.  The charge for being a Q-AGS customer would not appear as a separate line item or 171 

series of line items on the monthly consolidated bill.  Instead it would show up as a 172 

stealthy “adjustment” to Nicor’s Monthly Customer Charge, which would not be itemized 173 

or separately shown to the customer.  With a varying Monthly Customer Charge as the 174 

only evidence of charges related to POR, it is very unlikely a customer would be aware of 175 

their existence or magnitude.  The tariff hides PORCB charges from the customers who 176 

are paying them every month. 177 

Q. Would the PORA be limited in amount? 178 
 179 
A. No.  Rider 17 contains no limit on the PORA paid by a customer or its proportion of the 180 

monthly bill.  The total PORA is the sum of the costs of its components, and the amount 181 

would rise with higher AOC and higher SUA, putting small volume customers at risk of 182 

paying significant portions of their bills in PORA costs.  Mr. Mudra acknowledges that 183 

Nicor does not know how much AOC will total and does not know among how many 184 
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customers it will be spread.  Nor does the Company forecast how high the SUA may 185 

become.  186 

Q. Is there a reasonable way to limit customers’ risk of high POR-related charges? 187 

A. Yes.  Although in my view Nicor’s PORCB costs should be charged to Q-AGS, if any 188 

portion is charged to customers, it should at the very least be limited to a reasonable 189 

amount of 50 cents per month for residential customers and $2 per month for commercial 190 

customers.  To ensure that small volume customers do not pay an unreasonably high 191 

proportion of their bills toward PORCB costs, a further limit of 1% on any monthly 192 

supply costs should also be included in the tariff, resulting in a maximum charge to a 193 

residential customer of $.50 per month or 1% of the customer’s supply charges for the 194 

month, whichever is lower.  Any costs reasonably incurred by Nicor above that amount 195 

should be paid by the Q-AGSs, effectively allocating at least a portion of these Q-AGS 196 

costs to the Q-AGS themselves instead of their customers. 197 

Q. Is it just and reasonable to charge customers of Q-AGS for all the costs of operating 198 

the PORCB program, rather than charging the Q-AGS themselves? 199 

 200 
A. No.  Under traditional ratemaking principles, utility costs should be recovered from cost-201 

causers.  The Q-AGS, by its decision to participate in the PORCB program, is the cost 202 

causer, not the end-use customer, who made no decision beyond agreeing to purchase 203 

supply from the Q-AGS.  Therefore, AOC should be recovered directly from Q-AGS. 204 

Q. Is the proposed monthly charge derived with consideration of cost-causation 205 

principles and fairness in mind?  206 

 207 

A. No.  Even if one agrees that a monthly amount for PORCB costs should be charged to 208 

end-use customers of AGS, which I do not, the monthly customer charge adjustment 209 

established in Rider 17 is inequitably designed in several respects, including costs that are 210 
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not allocated volumetrically, and including an unwarranted below-the-line earnings 211 

supplement to Nicor.  Furthermore, a fixed customer charge that changes based on a 212 

varying uncollectibles amount violates basic rate design principles of assigning fixed 213 

costs to fixed charges, and variable costs to variable charges. 214 

 A. ADMINISTRATIVE AND OPERATIONAL COSTS 215 

Q. Are Administrative and Operational Costs (AOC) fairly and appropriately allocated 216 

under Rider 17? 217 
 218 
A. No.  Under Rider 17, Administrative and Operational Costs are split evenly among all Q-219 

AGS customers each month, regardless of customer class or volume or amount.  This 220 

effectively means that lower usage customers, such as residential customers, would pay 221 

the same amount as higher usage commercial customers.  Moreover, within a customer 222 

class, relatively lower usage customers would be charged the same monthly amount for 223 

AOC as customers with higher volumes.  As proposed under Rider 17, a residential 224 

customer  with a supply charge from a participating Q-AGS of $20 would pay the same 225 

amount in that month towards AOC as a commercial customer with a supply charge of 226 

$20,000.  This imbalance is illustrated in TEE 1.18 Exhibit 1, in which the average 227 

residential account shows about ¼ of the annual gas costs as the average commercial 228 

account, yet each are paying the same amount toward AOC.  229 

Q. If AOC costs do not vary with usage volume, wouldn’t it be appropriate to collect 230 

them as fixed per customer charges? 231 

 232 

A. No.  Even if the amounts were not directly volume related, the costs described as AOC 233 

would not be incurred on a per customer basis.  To charge a very small volume customer, 234 

such as a residence using gas only for water heating and cooking, the same fixed monthly 235 

amount as a large commercial customer is unreasonable.  The appropriate way to address 236 
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this potential inequity is to charge AOC directly to Q-AGSs, rather than allocate these 237 

costs among customers and customer classes.  The Q-AGS can make their own decisions 238 

as to how (and whether) to include these normal costs of business in their unregulated 239 

charges to customers.  Nicor should recover AOC as a component of the Discount Factor, 240 

not as a charge on an individual customer’s bill. 241 

 B. INTANGIBLE COSTS 242 
 243 

Q. Is it just and reasonable to charge customers for Intangible Costs?  244 

 245 
A. No.  The sources of Intangible Costs (IC) are not described in the tariff, but they are 246 

explained by Mr. Mudra to include “reputational risk, reduced employee morale or loss 247 

of productivity associated with collecting Q-AGS’s receivables…”  [RMP 1.03]  While I 248 

do not disagree that Rider 17 may have such negative consequences for Nicor, the idea 249 

that these risks should be monetized and the Company should be compensated by 250 

customers for them is novel and unjustifiable.  Recovery of IC would compensate Nicor 251 

for unsubstantiated risks created by the Company itself through its proposed tariff.   252 

I believe IC is not a legitimate cost for recovery; however, if the Commission finds 253 

otherwise, IC should be recovered from Q-AGSs through the Discount Factor.  Any 254 

increased risk to Nicor from Rider 17 stems from its agreement with AGSs to file such a 255 

tariff, and those parties, not customers, should pay for IC.  256 

Q. Would Nicor have an opportunity to earn a reasonable return on its investment 257 

related to PORCB implementation absent the IC? 258 

 259 
A. Yes.  The Rider 17 tariff provides for Capital Cost Recovery (CRC) of amounts invested 260 

in PORCB implementation, including a projected return of 8.09%.  The IC paid by 261 

customers would provide additional earnings to Nicor, above its authorized rate of return.  262 
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Because the tariff specifies below-the-line treatment, these amounts would contribute to 263 

earnings beyond otherwise authorized levels.   264 

 C. UNCOLLECTIBLES 265 

Q. How are uncollectible amounts associated with Q-AGS customer accounts recovered 266 

under proposed Rider 17? 267 

A. Of the 1.5% discount rate paid by the Q-AGSs, 1% is dedicated to recovery of 268 

uncollectibles associated with the supply portion of Nicor bills to Q-AGS customers.  To 269 

the extent that the actual total amount of uncollectibles is higher or lower than 1% of the 270 

total Q-AGS receivables, the PORA is adjusted up or down, on a per customer basis by 271 

class of service. 272 

Q. If the discount rate were higher, would participating customers be less at risk from 273 

directly paying higher amounts for Q-AGS uncollectibles? 274 

A. Yes.  Under the Rider 17 tariff, the 1% portion of the discount that remains after Capital 275 

Recovery Costs are accounted for is the maximum contribution toward uncollectibles by 276 

Q-AGSs.  Any uncollectible amounts beyond that are recovered from Q-AGS customers 277 

through the PORA.  Based on information provided in discovery, this 1% amount is 278 

likely to be insufficient to match the average Nicor uncollectible rate, let alone cover the 279 

possibly larger proportion of Q-AGS receivables that become uncollectible.  Nicor itself 280 

uses a 1.7% Future Bad Debt Rate in the spreadsheet it presented as part of TEE 1.18 281 

Exhibit 1.  The Discount Factor applied to purchased receivables should contain an 282 

uncollectibles component set high enough to cover the estimated Q-AGS uncollectibles.  283 

Q. Can you identify a mechanism for recovering Q-AGS uncollectibles that would be 284 
preferable to charging an arbitrary uniform percentage in a discount rate? 285 

A. Yes.  The percentage paid by Q-AGS toward uncollectibles through the discount rate 286 

should equal the estimated actual percentage of uncollectibles experienced by Nicor from 287 
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the accounts served by Q-AGS.  Such treatment would minimize the SUA component of 288 

the PORA.  However, as I will explain, because the uncollectible percentage may vary 289 

significantly between Q-AGSs, the uncollectibles factor in the discount rate should be 290 

calculated separately for each Q-AGS, to further protect customers and to avoid anti-291 

competitive effects.  For Q-AGSs without an uncollectibles factor established through at 292 

least one year of customer payment history, the uncollectibles factor in the discount rate 293 

should be initially set at the Q-AGS average.  294 

Q. Why would actual uncollectible amounts vary between Q-AGSs? 295 

A. The level of uncollectible receivables associated with Q-AGS supply may differ from one 296 

Q-AGS to another because of different marketing strategies and retail prices, terms and 297 

conditions of service provided to their customers.  Customers with relatively high bills 298 

would be more likely to find them unaffordable and their accounts would be more likely 299 

to become uncollectible. 300 

Q. What sort of marketing activities could a Q-AGS undertake that would have the 301 

effect of increasing its uncollectibles? 302 

A. There are a variety of strategies that could be employed by a Q-AGS to take advantage of 303 

market opportunities, which could have the effect of increasing the amount of 304 

uncollectibles associated with its customer supply accounts.  For example, a Q-AGS 305 

could target neighborhoods with large numbers of high credit risk customers or 306 

neighborhoods with a high proportion of non-English speaking residents who might be 307 

less likely to fully comprehend the marketing offers or their bill implications.  Q-AGS 308 

salespeople, especially when paid by commission, have incentives to sign customers to 309 

lengthy sales contracts at maximal rates.  Salespeople could leave the impression with 310 

potential customers who are having trouble paying their bills that they may be at less risk 311 
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of disconnection or penalty, or that they will save money, if they switch to an alternative 312 

supplier.  A Q-AGS could intensify its marketing of fixed-rate long-term supply contracts 313 

during periods of relatively high short-term market prices, thus locking in rates for its 314 

customers that may be higher than average.  315 

Q. Does Rider 17, as proposed, provide a disincentive for a Q-AGS to engage 316 

inmarketing activities that would increase the uncollectibles associated with its 317 

accounts? 318 

A. No.  Rider 17 charges each Q-AGS a uniform discount rate.  By providing a ceiling on the 319 

amount of uncollectibles paid by a Q-AGS and shifting the risk of uncollectibles above this 320 

arbitrary percentage to all Q-AGS customers, the tariff as proposed does not discourage – and in 321 

fact may encourage – Q-AGSs to engage in marketing that may increase the level of Q-AGS 322 

uncollectibles associated with its customer accounts.   323 

Q. Would it be appropriate to charge customers of companies with higher 324 

uncollectibles a higher Supply Uncollectible Adjustment (SUA)? 325 

A. Absolutely not.  Q-AGSs, not their paying customers, should be responsible for excessive 326 

uncollectible amounts associated with their supply service.  It would be unjust and 327 

unreasonable to charge a customer a higher amount for uncollectibles because they 328 

happen to be a customer of a company with higher than average uncollectibles.  If the 329 

PORCB rider is approved, which I do not support, excessive uncollectibles should be 330 

recovered directly from Q-AGS by using a Discount Factor containing an individualized 331 

uncollectibles component based on Nicor’s actual uncollectibles experience with 332 

customer accounts of each Q-AGS.   333 

Q. If the Commission decides against having the uncollectibles component of the 334 

Discount Factor set separately for each Q-AGS, how otherwise should it be set? 335 
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A. A uniform uncollectibles component will inherently provide little deterrent for the type of 336 

marketing practices described above, which would tend to increase uncollectible amounts 337 

associated with a Q-AGS’s customer accounts.  However, at a minimum, if the 338 

Commission determines that a uniform discount rate should be applied to all Q-AGS, in 339 

order to minimize excessive customer payments toward uncollectibles, the uncollectibles 340 

component of the Discount Factor should be set based on Nicor’s average uncollectibles 341 

associated with Q-AGS accounts, rather than the insufficient and arbitrary 1% amount.  342 

Q. Is there evidence that, in fact, bills of residential Q-AGS customers have been higher 343 

than bills of utility supplied customers, which could lead to higher uncollectibles 344 

associated with those accounts? 345 
 346 
A. Yes.  I have looked at the database on CUB’s website known as the CUB Gas Market 347 

Monitor.  It tracks each gas supplier’s sales plans over time and compares them to the 348 

cost of gas over the same period if supply were purchased from the utility.  CUB’s 349 

website describes the Gas Market Monitor as “a ‘Monday morning quarterback’ look at 350 

whether plans offered by unregulated gas companies have saved or are saving money. It 351 

provides a monthly snapshot of how hundreds of plans have fared since 2003.”  The Gas 352 

Market Monitor reviews each plan offered by an alternative retail gas supplier, 353 

comparing the rate charged by the plan to the applicable utility Purchased Gas 354 

Adjustment charge for that month.  (A screen shot of the Gas Market Monitor, including 355 

a description of its methodology, is attached to this testimony as CUB-AG Ex. 1.1).  356 

http://www.citizensutilityboard.org/GasMarketMonitor.php . 357 

As of February 1, 2013, the database contained information going back more than 358 

ten years on 6,063 Q-AGS plans, including those with a fixed rate for a specified period 359 

and those with a variable rate.  The CUB Gas Market Monitor calculates that 94% of 360 

http://www.citizensutilityboard.org/GasMarketMonitor.php
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these Q-AGS plans would have resulted in higher costs for participating customers than 361 

they would have paid for utility supply over the same period.  The average amount a Q-362 

AGS customer would have paid above utility supply costs is reported as $1190.64. 363 

Q. Mr. Cohen, do you have personal experience with retail gas marketers? 364 

A. Yes, I have been approached numerous times by door-to-door sales representatives and 365 

telemarketers who have attempted to convince me to switch my gas service to a non-366 

utility supplier.  As a knowledgeable consumer, I’ve asked these sales representatives 367 

questions about their offers.  In every case their answers have been false and/or 368 

misleading.  369 

Q. Have you brought these concerns to the attention of the Illinois Commerce 370 

Commission?  371 

A. Yes, I wrote a letter to Chairman Flores and each of the Commissioners in April, 2010, 372 

describing one such experience.  The letter, with the name of the AGS and its sales 373 

representative redacted, is attached as CUB-AG Ex. 1.2. It details my encounter at my 374 

home with a door-to-door salesperson for a gas supplier, who was accompanied by a 375 

supervisor or trainer.  In summary, almost every sentence uttered by the salesperson was 376 

false or misleading.  While I have sufficient understanding of the retail gas market to not 377 

have been taken in by the sales pitch, I have to assume that the company would not have 378 

provided such misinformation had it not been successful with other customers.  Had I 379 

signed up for the supply offer, my gas costs would have shot up relative to utility supply 380 

and made my gas service less affordable.  That fact alone would make it more likely that 381 

my account would become uncollectible. Had I subsequently discovered the extent of the 382 

deception I might have refused to pay the supply charges, making my account even more 383 

likely to become uncollectible -- even if my case became a “legitimate billing dispute” as 384 
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defined in the Rider 17, as there is no provision in the tariff to return a receivable to a Q-385 

AGS after purchase by Nicor.   386 

IV. RECOMMENDATIONS 387 

Q. What are your recommendations to the Commission? 388 

 389 

A.  I recommend that the Commission reject Nicor’s application for approval of Rider 17. 390 

For reasons detailed above, the tariff is not just and reasonable and the Company has 391 

offered no evidence that it provides any net benefit to customers. 392 

If, however, the Commission finds that a PORCB tariff should be approved, I 393 

recommend that Nicor be instructed to refile Rider 17, modified so that all costs of 394 

implementing and operating the PORCB program, as well as any excessive costs of 395 

uncollectibles associated with supply service to Q-AGS customer accounts, are recovered 396 

from participating Q-AGSs, not their customers.  397 

If, contrary to my view, the Commission finds that end-user PORCB charges are 398 

warranted, I recommend that such charges be modified as follows: 399 

i. In order for any PORCB charges to be seen and understood by 400 

customers, they must be listed as a separate line item on Nicor bills, 401 

rather than as invisible adjustments to the Monthly Customer Charge. 402 

The derivation and description of any PORCB-related charges to the 403 

customer should also be stated in plain language on Nicor bills. 404 

ii. In order to protect small volume customers from bearing excessive 405 

costs, the total monthly PORCB-related charges billed by Nicor to a 406 

Q-AGS customer should be capped at no more than 50 cents per 407 

month for residential customers and $2 per month for commercial 408 

customers, with a maximum amount of  1% of the customer’s  supply 409 

charges; 410 

iii. In order to appropriately assign PORCB-related costs, Administrative 411 

and Operating Costs (AOC) should be recovered by Nicor directly 412 

from Q-AGS as a component of the Discount Factor.  413 



Docket No. 12-0569 

CUB-AG Ex. 1.0 

17 
 

iv. In order to equitably allocate any costs collected directly from 414 

customers,  such costs should first be allocated by customer class and 415 

then allocated within each class volumetrically; 416 

v. In order to protect all AGS and their customers from unfairly being 417 

required to pay higher costs due to the marketing practices of some Q-418 

AGS, the uncollectibles portion of the discount factor should be set 419 

separately for each Q-AGS based on the uncollectibles history of its 420 

receivables over the preceding year.  For newly certified Q-AGSs or 421 

those without an established uncollectibles history, the uncollectibles 422 

portion of the discount factor should be set at the Q-AGS average 423 

percentage until an actual rate can be calculated.  If the Commission 424 

determines that a uniform discount rate should apply to all Q-AGSs, 425 

the uncollectibles component of the rate should be set at a percentage 426 

intended to recover the total Q-AGS supply uncollectibles.  427 

vi. In order to prevent the utility from receiving an unwarranted below the 428 

line income stream, recovery of Intangible Costs (IC) should be 429 

eliminated.  However, if the increased risks cited by the Company are 430 

deemed by the Commission to warrant recognition as IC, these costs 431 

should be recovered directly from Q-AGSs, not customers.  432 

Q. Does this conclude your direct testimony? 433 

A. Yes. 434 


