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BEFORE THE ILLINOIS COMMERCE COMMISSION 
STATE OF ILLINOIS 

 
North Shore Gas Company     ) 
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       )  consolidated with 
The Peoples Gas Light and Coke Company   ) 
       )  
Proposed General Increase for Gas Distribution  )  ICC Docket No. 12-0512 
Services      ) 
 
 

INITIAL BRIEF OF INTERSTATE GAS SUPPLY OF ILLINOIS, INC. 

 Interstate Gas Supply of Illinois, Inc. ("IGS Energy"), by and through its attorneys, 

Quarles & Brady LLP, pursuant to Section 200.800 of the Rules of Practice of the Illinois 

Commerce Commission ("Commission"), respectfully submits this Initial Brief in the above-

captioned proceeding regarding a proposed general increase in gas rates of The North Shore Gas 

Company ("North Shore") and The Peoples Gas Light and Coke Company ("Peoples") 

(collectively, the "Companies").   

This Initial Brief focuses on competitive market issues, based upon the testimony 

submitted by IGS Energy expert witness Vincent A. Parisi, related testimony submitted by 

Commission Staff and the Companies, and the evidence elicited at the Evidentiary Hearings.  In 

discussing those competitive market issues, this Initial Brief follows the Common Outline of 

Issues that was submitted to the Administrative Law Judges on February 19, 2013. 

I. 

INTRODUCTION 

The Companies' customer choice program is broken.  The program -- commonly referred 

to as "Choices For You" -- suffers from fundamental design flaws that have directly and 

substantially hindered the development of customer choice in the Companies' service territories.  
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This is a non-controversial fact confirmed by even a cursory review of other choice markets in 

Illinois. 

Under the Choices For You program, residential and small commercial customers may 

choose to obtain their supply of natural gas from a licensed alternative retail gas supplier or 

"ARGS" rather than from the Companies.  Customers who make that choice are frequently 

referred to as "Choices For You" customers, "Choice" customers, or "Transportation" customers.  

Customers who choose to continue to obtain their supply of natural gas from the Companies are 

often referred to as "Sales" customers.  All customers -- Choice and Sales -- remain customers of 

the Companies for purposes of the delivery of natural gas through the pipes and other physical 

facilities which the Companies own and for which they get paid.  According to the Companies, 

they do not make any profit from the sale of the commodity of natural gas to Sales customers. 

At a time when customer choice is thriving in the Illinois retail electric market and the 

Commission is overseeing the expansion of natural gas choice throughout the state, the 

Companies' Choices For You program is experiencing a steady decline in its already 

comparatively low participation rates. 

Source: 2009-2012 Quarterly Reports filed by Peoples in ICC Docket No. 01-0470.  See also Tr. at 930:7-934:4 (Companies witness Ms. 
Egelhoff.) 
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As the chart above illustrates, the number of participants in the Peoples Gas Choices For 

You program is at a five-year low.  Over the last three years, the number of customers 

participating in both of the Companies' Choices For You programs has dropped by more than 

one-third; only a handful of competitive suppliers are even registered to provide service in the 

Companies' service areas.  (See IGS Energy Cross Exs. 25, 26.)   

The relatively unhealthy nature of the Choices For You program is at odds with the 

Commission's long-held, clear pro-competitive policy.  The Commission has "consistently 

advocate[d] the position that competitive forces, where viable, best protect consumers' interests."  

(Annual Report on the Development of Natural Gas Markets in Illinois, July 2007, at 5, available 

at http://www.icc.illinois.gov/reports/Results.aspx?t=4, IGS Energy Cross Ex. at 5.)  

Accordingly, the Commission has determined that "Small volume transportation programs for 

small commercial and residential customers are an important component of the Illinois retail gas 

markets” (id. at 6), and has opposed actions that would have "an incrementally adverse impact on 

supply competition" as "inconsistent with our policy of expanding customer choice."  (See ICC 

Docket Nos. 07-0241/-0242 (cons.), Final Order dated February 5, 2008 at 304.)  The 

Commission recently reiterated its long-standing pro-competitive position:  "The Commission 

notes that it has long had a policy favoring competition in the energy markets, and the 

Commission believes that customers will generally benefit from being given the opportunity to 

participate in a well-designed competitive market."  (See ICC Docket No. 11-0282, Final Order 

dated January 10, 2012 at 193) (emphasis added). 

Unfortunately, the Companies' customers -- and the licensed suppliers who are available 

to serve those customers -- are only being presented with a poorly-designed competitive market 

and, for that reason, they are not participating.  (See IGS Ex. 2.0, at 1:14-2:18, 4:81-5:88 (IGS 
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Energy witness Mr. Parisi).)  This situation is particularly vexing because the Companies openly 

acknowledge the Commission's consistently strong support for retail competition.  (See, e.g., Tr. 

at 924:19-22 (Companies witness Ms. Egelhoff).)  Further, the Companies take the position that 

they do not make any money from the supply (as opposed to the delivery) of natural gas (see, 

e.g., Tr. at 916:20-917:3 (Companies witness Ms. Egelhoff)), and they also purport to say that no 

choice customer should be penalized because they take commodity service from an alternative 

supplier rather than from the Companies.  (See Tr. at 468:16-19 (Companies witness Mr. 

Schott).)  However, the unfortunate reality is that choice customers are penalized under the 

current Choices For You program design by being required to pay costs that they do not cause 

and from which they do not benefit while at the same time being burdened with fees that ought to 

be borne by all customers eligible for choice, particularly since there has not been a full 

unbundling and accounting of the Companies' base rate costs.  (See IGS Ex. 2.0 at 14:334-

25:625 (IGS Energy witness Mr. Parisi).)  

IGS Energy's expert witness, Mr. Vincent Parisi, has detailed the Choices For You 

program's flaws -- most notably related to the lack of accurate and equitable cost allocation 

between choice and Sales customers (to the detriment of customer choice) -- and provided 

straightforward recommendations, explaining how the Commission can repair and improve the 

Companies' program.  IGS Energy has nearly a decade of experience serving choice customers in 

the Illinois competitive natural gas markets.  In addition, IGS Energy serves choice customers in 

the Illinois competitive electric market.  Beyond Illinois, IGS Energy serves natural gas 

customers in ten other states, including forty different public utility service areas.  (See IGS Ex. 

1.0 at 2:27-3:48 (IGS Energy witness Mr. Parisi).)  Consistent with that experience, "IGS Energy 
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is committed to the fair and consistent development of an efficient and robust competitive energy 

marketplace in Illinois."  (Id. at 3:45-47.)  

IGS Energy respectfully requests that the Commission take full advantage of this 

opportunity to direct the Companies to make pro-consumer, pro-competitive improvements to 

the Choices For You program.  In addition, given the Commission's long-standing support for 

customer choice and the Companies' unwillingness to embrace pro-competitive proposals, IGS 

Energy respectfully requests that the Commission open an investigation into whether the 

Companies should continue to act as the "provider of last resort" for customers who do not 

affirmatively choose to take service from a competitive supplier. 

A. The Companies Must Appropriately Allocate Administrative Costs  
 

The Companies' current allocation of administrative costs is harmful to consumers and 

the competitive market because: (1) Choices For You customers are being charged for costs they 

do not cause; and (2) certain costs have been identified by the utilities as attributable to Choices 

For You customers, without also reviewing and properly allocating all other base rate costs to the 

proper cost causers.  This selective allocation of costs has created an inequitable allocation of 

costs in the market, unfairly burdening customers that choose to shop.  IGS Energy respectfully 

requests that the Commission direct the Companies to correct these flaws, in order to foster a 

robust competitive market built on a well-designed customer choice program.  

The first administrative fee-related problem is that Choices For You customers are being 

charged for costs that the Companies' Sales customers cause.  This is an obvious violation of 

straightforward cost causation principles; principles with which the Companies and Staff purport 

to agree.  (See, e.g., Tr. at 462:12-14 (Companies witness Mr. Schott); Tr. at 828:18-21 

(Companies witness Ms. Grace); Tr. at 275:9-18, 282:19-283:5 (Staff witness Dr. Rearden).)  
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According to Commission Staff, a well-designed competitive market is one in which utilities 

allocate costs as accurately as their accounting systems allow.  (See IGS Energy Cross Ex. 1.) 

By their own admission, the Companies have not designed their accounting systems to 

accurately track categories of costs that are caused by their Sales customers only and do not 

separately track costs caused on different proportions by Choice and Sales customers.  (See, e.g., 

Tr. at 847:22-848:3; 848:9-14; 892:1-10 (Companies witness Ms. Grace).)  Although on one 

hand the Companies and Staff assert that costs should be allocated to the cost causers, on the 

other hand the only fees specifically broken out from base rates are allocated to Choices For You 

customers, without an examination of other base rate charges that clearly are attributable only to 

Sales customers.  Thus, the majority of costs are collected from all customers, including Choices 

For You customers who do not cause those costs.  Staff witness Dr. Rearden confirmed that this 

approach is inconsistent with cost causation principles.  (See Tr. at 292:12-17.) 

The Companies' hedging costs represent a prime example of costs caused by and 

benefiting only Sales customers.  The sole purpose of the Companies' hedging program is to 

minimize the volatility in the Sales customers' price of gas, and thus it provides absolutely no 

benefit to Choices For You customers, since Choices For You customers obtain their natural gas 

supply from competitive suppliers rather than the Companies.  (See IGS Ex. 2.0 at 16:375-

17:406 (IGS Energy witness Mr. Parisi).)  Similarly, Choices For You customers should not be 

billed for administrative costs that they do not cause related to bad debt, collection costs, and 

other services provided to Sales customers because Choices For You customers do not cause the 

Companies to incur these costs nor do Choices For You customers benefit from the systems used 

to provide these services.  (See id. at 15:366-16:373.)  
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The second administrative fee-related problem is that the Companies artificially limit the 

pool of customers who pay administrative fees related to the choice program.  Rather than 

recovering that fee from all of the customers who have been provided the option to participate in 

the Choices For You program, the Companies recover those costs only from the customers who 

enroll in the program.  If the Companies properly unbundled base rates to ensure that all of the 

previously stated costs were paid for only by Sales customers, then an administrative fee borne 

by Choices For You customers could be appropriately designed.  However, directing a fee only 

to Choices For You customers without undergoing a full unbundling to ensure Choices For You 

customers are not paying for the portion of costs caused by Sales customers violates the very 

principles the Companies and Staff assert they follow.  As such, unless and until a full 

unbundling of base rates is accomplished, the Choices For You administrative charges should be 

recovered through base rates, so that all customers share in paying for those costs just like 

Choices For You customers share in paying for the hedging, collection, supply, and other costs 

discussed above.   

In addition, all customers, regardless of whether they are shopping at a particular moment 

in time benefit, from the existence of a choice program and corresponding opportunity to shop.  

As such, consistent with the policies repeatedly endorsed by the Commission -- and advocated 

by the Companies and the Staff in other circumstances -- all customers should be paying for the 

program costs associated with choice.  The bottom line is that the Companies, along with other 

utilities, recover administrative charges supporting a plethora of other programs from all 

customers -- even where not all eligible customers chose to take advantage of such programs.  

Choices For You is no different, so the costs should be treated and recovered similarly. 
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In the face of strong empirical evidence that the Companies' customer choice program is 

defective, it is disappointing that the Companies proposed no changes to Choices For You.  (See 

NS-PGL Ex. 36.0 at 3:56-57 (Companies witness Ms. Egelhoff).)  Because the Companies 

obviously are neither motivated nor willing to remedy this situation, the Commission, which has 

consistently and articulately endorsed retail customer choice, should take action and order the 

Companies' to adopt sensible choice program modifications.  

B. The Commission Should Investigate Whether The Companies Should 
Remain The Provider Of Last Resort 
 

Under the historic "provider of last" resort model, the incumbent public utility (in this 

case, the Companies in each of their respective service territories) acts as the "default" provider 

of natural gas in all circumstances where a customer is not obtaining its supply of natural gas 

from an alternative supplier.  This traditional model, however, is neither a necessary condition 

nor even necessarily a desirable condition for an effectively competitive market -- on the 

contrary, depending on the circumstances, alternative models in which the incumbent public 

utility is not the provider of last resort may better serve the interests of customers.  (See generally 

IGS Ex. 1.0 at 39:946-44-1043 (IGS Energy witness Mr. Parisi).) 

Given the long history of the Illinois competitive natural gas market and the Companies' 

unwillingness to embrace pro-competitive revisions to its customer choice programs, the 

Commission should investigate whether it is necessary or appropriate for the Companies to 

continue to act as the provider of last resort.  (See IGS Ex. 2.0 at 25:631-640 (IGS Energy 

witness Mr. Parisi).)  At this stage of market development, requiring customers to pay the 

Companies to perform the default service function is unnecessary and contrary to the pro-

competitive principles that the Commission repeatedly has embraced.  (See id.)  A Nicor-

affiliated utility already has been removed from the default provider function in Georgia.  (See 
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IGS Ex. 1.0 at 40:952-954 (IGS Energy witness Mr. Parisi).)  Other states such as Ohio and 

Pennsylvania currently are examining this question, and the Commission should do the same.  

(See IGS Ex. 2.0 at 27:679-681 (IGS Energy witness Mr. Parisi).)  

IGS Energy presented detailed testimony on the provider of last resort issue, explaining 

in general the benefits of having the utility exit the provider of last resort role as well as the 

specific reasons why the Commission should be suspect of the Companies continuing to act as 

the provider of last resort.  (See IGS Ex. 1.0 at 42:1009-44:1043; IGS Energy Ex. 2.0 at 25:631-

27:687 (IGS Energy witness Mr. Parisi).)  Neither the Companies nor Staff took issue with the 

detailed and particularized information that IGS Energy provided.  (See, e.g., Tr. at 924:7-14 

(Companies witness Ms. Egelhoff); ICC Staff Ex. 18.0 at 8:158-163 (Staff witness Dr. 

Rearden).)  Accordingly, given the uncontested fact that the Commission possesses legal 

authority to initiate such an investigation and that the Commission has regularly done so with 

respect to a variety of subjects, IGS Energy respectfully requests that the Commission initiate a 

proceeding to investigate whether the Companies should remain the providers of last resort.  (See 

IGS Ex. 2.0 at 27:672-678; See, e.g., Tr. at 936:6-15 (Companies witness Ms. Egelhoff); ICC 

Staff Ex. 18.0 at 8:158-163 (Staff witness Dr. Rearden).) 

X. 
 

TRANSPORTATION ISSUES 

A. Uncontested Issues  
 

The issue of a Purchase of Receivables program has been withdrawn in this proceeding, 

and therefore is not currently before the Commission and requires no decision in this proceeding.  

Although the issue of whether to initiate an investigation of the provider of last resort issue is 
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contested, there is no dispute from Staff or the Companies that the Commission possesses legal 

authority to initiate an investigation of this issue. 

1. Purchase of Receivables (Withdrawn) 
 

The Purchase of Receivables ("POR") issue is no longer before the Commission in this 

proceeding.  The Direct Testimony of IGS Energy urged the Commission to direct the 

Companies to adopt a POR program, under which the Companies would purchase customer 

account receivables from competitive suppliers of natural gas.  (See IGS Ex. 1.0 at 7:155-30:710 

(IGS Energy witness Mr. Parisi).)  Companies witness Ms. Egelhoff and Staff witness Dr. 

Rearden provided brief responses to IGS Energy's proposal.  (See NS-PGL Ex. 36.0 at 3:49-3:61; 

ICC Staff Ex. 18.0 at 2:42-7:146.)  However, IGS Energy withdrew the POR proposal in its 

Rebuttal Testimony.  (See IGS Ex. 2.0 at 7:177-14:329.) 

Accordingly, because the POR proposal has been withdrawn, Commission Staff, the 

Companies, and IGS Energy all agree that there is no need for the Commission to take any action 

or render any opinion regarding POR in this proceeding. 

2. Commission Authority to Order an Investigation on Provider of Last 
Resort 
 

IGS Energy respectfully requests that the Commission open a docket to investigate 

whether it is necessary or appropriate for the Companies to continue to act as the provider of last 

resort.   

The Commission possesses broad investigatory authority under the Public Utilities Act 

and regularly conducts investigative proceedings on a wide variety of topics ranging from 

substantial policy questions to particular administrative practices.  (See, e.g., ICC Docket Nos. 

08-0532; 11-0592; 11-0593; 10-0519; 10-0520; 11-0434; 04-0392.)  Neither Commission Staff 

nor the Companies dispute this point.  In fact, Staff and the Companies accept as a foregone 
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conclusion that the Commission has the ability to order an investigation on provider of last 

resort.   

Staff Witness Dr. David Rearden stated that "If the Commission is interested in the topic 

at a theoretical level, it can order an investigation."  (ICC Staff Ex. 18.0 at 8:160-161.)  In 

addition, Companies Witness Debra Egelhoff notes that the Commission can craft the 

investigation in any manner it deems appropriate:  

Q: And Mr. Parisi recommends that the Illinois Commerce Commission 
initiate an investigation into Peoples Gas and North Shore Gas as to 
whether they should continue to be the providers of last resort, correct?  

 A: That's in his testimony, yes.  
 

Q: And just to be clear, the Companies are not resisting an investigation into 
this subject, correct?  

A: I state that if -- if the Commission feels that they want to open a 
proceeding, we will participate.  

 
Q: The implication in your response in the testimony as well as in the 

response to data request 2.02 suggested that Peoples Gas and North Shore 
Gas would prefer a statewide investigation, but if the Commission were to 
order an investigation of Peoples and North Shore only, Peoples and North 
Shore would still participate in that investigation, right?  

A: While we believe it is a policy question better addressed for the entire 
state, obviously if the Commission opens a proceeding, we will 
participate.  

 
Q: And Mr. Parisi pointed out that the Commission possesses broad 

investigatory authority under the Public Utilities Act and that it conducts 
investigations into a wide array of subjects and gives examples of that in 
his rebuttal testimony, correct?  

 A: That's in his testimony. 
 
 Q: And you don't take issue with that observation by Mr. Parisi, do you?  
 A: I do not address that.  
 
 (Tr. at 935:5-936:15.) 

 Accordingly, it is uncontested that the Commission possesses clear legal authority to 

investigate whether the Companies should continue to serve as the provider of last resort. 
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B. Contested Issues  
 

Fundamental design flaws have directly and substantially hindered the development of 

customer choice in the Companies' service territories.  Although customer choice is thriving in 

the Illinois retail electric market, the evidence shows that the Companies' Choices For You 

program is experiencing a steady decline in its comparatively low participation rates.  Over the 

last three years, the number of customers participating dropped by more than one-third; only a 

handful of competitive suppliers are even registered to provide service in the Companies' service 

areas.  (See IGS Energy Cross Exs. 25, 26.)  Similarly telling, the Companies' Choices For You 

program draws only approximately half the percentage of customers that participate in the Nicor 

Gas choice program, and the number of suppliers participating in the Nicor Gas program dwarfs 

the number of suppliers participating in the Companies' Choices For You program.  (See IGS 

Energy Cross Exs. 19, 20, 21, 22, 23; see also IGS Ex. 2.1.) 

Yet, in the face of this strong empirical evidence that the Companies' customer choice 

program is defective, the Companies proposed no changes to Choices For You.  (See NS-PGL 

Ex. 36.0 at 3:56-57 (Companies witness Ms. Egelhoff).)  Accordingly, IGS Energy seeks 

Commission intervention to change the situation.  IGS Energy has detailed the Choices For You 

program's flaws and provided straightforward recommendations, explaining how the 

Commission can repair and improve the Companies' program 

This situation is particularly vexing because the Companies openly acknowledge the 

Commission's consistently strong support for retail competition.  (See, e.g., Tr. at 924:19-22 

(Companies witness Ms. Egelhoff).)  Further, the Companies take the position that they do not 

make any money from the supply (as opposed to the delivery) of natural gas (see, e.g., Tr. at 

916:20-917:3 (Companies witness Ms. Egelhoff), and they also purport to say that no choice 
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customer should be penalized because they take commodity service from an alternative supplier 

rather than from the Companies.  (See Tr. at 468:16-19 (Companies witness Mr. Schott).)  

However, the unfortunate reality is that Choice customers are penalized under the currently 

designed Choices For You program by paying costs that they do not cause as well as by paying 

unnecessarily high administrative fees that ought to be borne by all customers eligible for choice.  

(See IGS Ex. 2.0 at 14:334-25:625 (IGS Energy witness Mr. Parisi).) 

IGS Energy's proposed modifications are neither radical nor difficult to implement.  On 

the contrary, they are consistent with program design approaches that the Commission Staff has 

supported in exactly the same context in the last Nicor Gas rate case and in other analogous 

situations involving both natural gas and electric programs.  (See IGS Ex. 2.0 at 19:456-465 (IGS 

Energy witness Mr. Parisi).)  Nicor Gas has successfully implemented program design 

modifications similar to what IGS Energy supports here, and the relevant statistics show, not 

surprisingly, that Nicor Gas's choice program is working better than the Companies'.  (IGS 

Energy Cross Exs. 19, 20; see also IGS Ex. 2.1.)  Accordingly, in the face of the Companies' 

refusal to voluntarily modify its Choices For You program, IGS Energy respectfully requests that 

the Commission act to advance customer choice.  

1. Cost Allocation Between Sales Customers and Small Volume 
Transportation Customers 
 

The Companies assert that they believe in the ratemaking principle that costs should be 

recovered from the cost-causer.  (See, e.g., Tr. at 462:12-14 (Companies witness Mr. Schott); Tr. 

at 828:18-21 (Companies witness Ms. Grace).)  However, the Companies do not accurately track 

or analyze the administrative costs that can clearly be attributed to the Sales class of customers -- 

and then they proceed to spread such costs equally amongst the Companies' Sales customers and 

the Choices For You customers.  (See, e.g., IGS Ex. 2.0 at 345-349 (IGS Energy witness Mr. 
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Parisi); see also IGS Cross Exs. 15-17; IGS Ex. 2.3.)  As a result, the Companies are collecting 

"untracked" costs from Choices For You customers who do not cause the costs. 

The Companies impose a general administrative charge -- what they refer to as a 

"customer charge" -- on all customers, including customers taking transportation service under 

Choices For You.  However, Choices For You customers do not cause the costs that the 

Companies recover through the collection of the administrative charge.  (See IGS Ex. 1.0 at 

36:873-37:884 (IGS Energy witness Mr. Parisi).)   

In an effort to understand whether Choices For You customers are actually paying for the 

costs associated with natural gas that they do not use, IGS Energy focused on one example of a 

cost that should be attributed solely to Sales customers: the Companies' hedging strategy.  The 

Utilities have an elaborate program to develop and implement their hedging strategies.  The 

program is designed solely to mitigate the effects of gas price volatility upon the Companies' 

Sales customers and is overseen by a Regulated Risk Oversight Committee created by the 

Companies.  (See ICC Docket No. 10-0693, PGL Ex. 1.0 at 19:414-20:430 (Companies witness 

Mr. Dobson); see also Tr. 858:22-860-22 (Companies' witness Ms. Grace).)  Under their hedging 

program, the Companies hedge between 25% and 50% of their annual purchases, using financial 

derivative tools such as price swaps, calls options, synthetic calls, or consumer collars 

(purchased calls and sold puts simultaneously).  (See id.) 

IGS Energy issued a data request to the Companies asking:  "Please identify with 

specificity any and all costs incurred by the Companies in developing and implementing hedging 

strategies."  (See IGS Ex. 2.0 at 16:387-390 (IGS Energy witness Mr. Parisi); IGS Energy Cross 

Ex. 16; see also IGS Ex. 2.3.)  The point of this question was to try to understand what costs the 

Companies incur in connection with the hedging function within its supply procurement 
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operation (a service that is not provided to or for Choices For You customers) to see if those 

costs are allocated accurately.  (See IGS Ex. 2.0 at 16:390-393 (IGS Energy witness Mr. Parisi).)  

The Companies responses confirm that these hedging costs are not properly allocated.  (See id. at 

16:393-394.) 

Notwithstanding their sophisticated hedging program, both North Shore and Peoples 

responded that they each "incur[] internal and external costs in developing and implementing 

hedging strategies.  For calendar 2012 the internal costs are for labor associated with the 

development, approval and implementation of the strategies.  These costs are not separately 

tracked."  (IGS Energy Cross Ex. 16; see also IGS Ex. 2.3) (emphasis added).  Thus, the 

Companies admit that they make no attempt to segregate costs that Sales customers cause -- such 

as supply hedging -- and instead simply recover those costs from all customers.  (See IGS Ex. 2.0 

at 17:399-402 (IGS Energy witness Mr. Parisi).)  This admission is ironic and particularly 

striking because the Companies purport to be strict adherents to cost causation principles, 

repeatedly invoking the mantra that their cost allocation decisions "are based upon cost causation 

principles and do not speculate on customer benefits."  (See, e.g., the Companies' Responses to 

IGS Energy Data Request 2.09.) 

The Companies should be comprehensively tracking all costs caused by Choice and Sales 

customers and recovering those costs from the customer classes that cause those costs.  Staff 

witness Dr. Rearden confirmed that this approach is inconsistent with cost causation principles: 

Q. Would it be consistent with cost causation principals [sic] 
for the Commission for the Commission to direct Peoples and 
North Shore to segregate the costs that its Sales [customers] cause 
and recover those costs solely from the Sales customers? 
 
A. Yes 
 

(Tr. at 292:12-17.) 
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However, the Companies do not perform this tracking and analysis. 

Instead, the Companies only identify the administrative costs associated with the Choices 

For You program, and charge those costs only to the Choices For You customers.  Not only is 

this incongruous with the way in which the Companies treat their Sales customers,  these type of 

administrative costs for programs are typically are spread over the entire base of eligible 

customers, rather than being charged only to customers who participate in the program. 

Thus, the Companies have not accurately tracked administrative costs in a manner that 

allows the Companies to accurately allocate the costs between Sales and Choices For You 

customers.  Further, the Choices For You program is the type of program that usually is paid for 

by all eligible customers.  For both of these reasons, it would be appropriate to charge all 

administrative costs to both the Sales and Choices For You customers. 

2. Recovery of Supply-related Costs from Small Volume Transportation 
Program (Choices for YouSM or “CFY”) Customers 
 

The Companies have failed to apply responsible cost causation principles to their 

commodity-related procurement costs.  Currently, Choices For You customers are being charged 

for the Companies' costs associated with their supply-related costs, even though Choices For 

You customers do not cause the Companies to incur these costs.  This practice is completely 

inappropriate because Choices For You customers do not obtain supply of natural gas from the 

Companies and, therefore, do not cause any of the costs incurred by the Companies in 

connection with utility-procured supply.  (See IGS Ex. 2.0 at 16:377-383 (IGS Energy witness 

Mr. Parisi).)  It appears that the Companies simply lump all supply-related administrative costs 

into one bucket and then charge both Sales customers and Choices For You customers for those 

costs.  (See id.)  There is no effort to assign those costs to cost causers.  (See id.) 
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There are at least two categories of supply-related costs that are being improperly 

collected from Choices For You customers:  (1) costs associated with the procurement of the 

commodity of natural gas; and (2) costs associated with bad debt collection.  There likely are 

additional categories that would be identified if the Companies were to undertake a full 

examination of their base rate costs.  (See IGS Energy Ex. 2.0 at 15:360-364 (IGS Energy 

witness Mr. Parisi.)   

Costs Associated With The Procurement Of The Commodity Of Natural Gas 

The Companies employ a number of people who are involved in their supply-related 

activities, enabling the Companies to provide commodity service to their Sales customers.  (See 

IGS Ex. 1.0 at 31:746-32:758 (IGS Energy witness Mr. Parisi).)  Many of the activities that are 

conducted by these employees deal with managing price-related items relevant to the Sales 

default rate, and as such, should not be recovered through base rate charges.  (See id.)  Much of 

their time and many of the utilities' structures are dedicated to making decisions to reasonably 

and prudently procure commodity, so that the rate the Sales customers pay can be deemed 

"reasonable" and "prudent" by the Commission.  (See id.)  Because such operations are of no 

value to customers purchasing their commodity from competitive suppliers, none of these costs 

should be borne by Choices For You customers.  (See id.) 

As described above in Section X(B)(1) of the instant brief, a prime example of a supply-

related cost that should be recovered solely from Sales customers are those costs associated with 

the Companies' elaborate hedging strategies.  In an attempt to defend their practice of spreading 

these costs to all customers, the Companies suggest that alternative suppliers (and by extension 

Choice customers) benefit from the Companies' hedging program because those suppliers rely to 

some extent on the Companies gas portfolio.  (See Tr. 864:13-17 (Companies witness Ms. 
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Grace).)  This claim is inaccurate and unpersuasive.  On cross-examination, Companies witness 

Ms. Grace conceded that the PGA price -- i.e., the price charged by the Companies to their Sales 

customers for supply of gas -- has nothing to do with the "cash-out" rates that could apply to a 

supplier who relies upon the Companies gas portfolio to satisfy the supplier’s delivery 

obligations to Choice customers.  (See Tr. at 867:2-6.)  Ms. Grace also conceded that trying to 

avoid volatility in the PGA rate has no benefit for Choices For You customers, because the PGA 

rate only has an application to Choice customers (as applied through charges that might be made 

to alternative suppliers) when the PGA rate is higher than the market price for gas.  (See Tr. at 

873:7-12.)   

In short, the testimony offered at the Evidentiary Hearing undercut any claim by the 

Companies that Choice customers are accorded some benefit from the Companies' hedging 

program.  The entire hedging program is designed and executed solely to benefit Sales 

customers, as Companies witness Ms. Grace's testimony confirmed.  Therefore, to be consistent 

with the cost causation principles that the Companies and Staff purport to uphold and adhere to, 

none of the hedging related costs should be borne by Choices For You customers. 

Costs Associated With Bad Debt Collection 

As IGS Energy expert witness Parisi explained in his Direct and Rebuttal Testimony, 

Choices For You customers have an extremely low uncollectible rate -- this is a result of the 

Companies not having a POR program, and instead having an allocation of payment 

methodology that favors payment of utility charges over supplier charges.  (See IGS Ex. 2.0 at 

15:369-16:372 (IGS Energy witness Mr. Parisi).)  Accordingly, if Choices For You customers 

cause any portion of the Companies' costs related to uncollectable expenses, that portion is de 
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minimis.  (See IGS Ex. 1.0 at 37:891-893 (IGS Energy witness Mr. Parisi).)  The Companies do 

not contest this point: 

Q: The companies didn’t present any testimony in this proceeding suggesting that 
Sales customers would have a higher uncollectible rate than Choices For You 
customers, did they?  

A: No. 
 
Q: They didn't present any testimony at all comparing Sales customers' uncollectable 

rates to Choices For You customers' uncollectable rates, correct? 
A: No.  
 
Q: Are you saying I'm incorrect or you agree with me?  
A: We did not present any [such] testimony.  

(Tr. at 853:9-854:4 (Companies witness Ms. Grace).) 

IGS Energy issued a data request to the Companies asking:  "Please provide the 

uncollectable rate for regulated charges of ARGSs customers eligible to take service under 

Service Classes Nos. 1 and 2 for each year from 2007-2012."  Both North Shore and Peoples 

confirm that they do not "track 'ARGS customers' per se." (IGS Energy Cross Ex. 15).  

Obviously, if the Companies are not going to perform the work necessary to follow cost 

causation principles, they cannot credibly claim that they adhere to such principles and they 

cannot provide any assurance that Choices For You customers are not being charged for costs 

that do not benefit them.   

Because Choices For You customers cause virtually no uncollectable expenses of any 

kind while a Choices For You customer, they do not cause costs incurred in support of attempted 

collection of uncollectable expenses beyond normal billing expenses.  (See IGS Ex. 1.0 at 891-

893 (IGS Energy witness Mr. Parisi).)  Those costs include the capital, direct O&M, and indirect 

O&M costs associated with any collections beyond sending the initial bill.  (See id. at 37:896-
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898.)  Both Peoples and North Shore improperly charge Choices For You customers for all of 

these costs.  (See id. at 37:898-900.) 

Choices For You customers are being billed for the costs related to bad debt and 

collections even though they do not cause the costs and receive no benefit associated with the 

costs.  The Companies should not be allowed to continue penalizing Choice customers for Sales 

customers' failure to pay. 

3. Recovery of Small Volume Transportation Program (Choices for 
YouSM or “CFY”) Administrative Costs 
 

Currently, the Companies charge administrative costs related to the Choices For You 

program to only Choices For You customers, through charges directed to the customers' 

competitive suppliers.  (See IGS Ex. 2.0 at 17:410-417 (IGS Energy witness Mr. Parisi).)  

However, because all customers have the opportunity to access the Choices For You program, 

and because all customers benefit from the program, regardless of whether they choose to 

participate in the competitive market, the administrative program costs should be spread across 

all customers who have the option to switch suppliers through the Choices For You program.  

(See id.) 

As IGS Energy expert witness Parisi explained, all customers receive the option to 

choose a competitive supplier, and competition benefits all ratepayers, regardless of whether a 

customer remains with the utility or switches suppliers.  (See IGS Ex. 1.0 at 34:803-813; IGS Ex. 

2.0 at 22:551-23:556 (IGS Energy witness Mr. Parisi).)  Accordingly, as Mr. Parisi 

recommended, the administrative charge should be spread amongst all eligible customers, 

resulting in a level playing field for suppliers, given no other costs have been reviewed by the 

Companies for proper allocation to sales customers, as previously stated.  (See id.) 
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The approach of spreading administrative costs among all customers is taken in multiple 

analogous and related programs and ought to be a non-controversial proposition.  

• The approach of spreading administrative costs among all customers is used by 

the Companies in their energy efficiency program, where all eligible customers 

pay the administrative fees, regardless of participation (see IGS Ex. 2.0 at 22:549-

24:602 (IGS Energy witness Mr. Parisi)) and the Companies' admit that they did 

not take issue in this case with the proposition that all eligible customers benefit 

from choice programs (see Tr. at 896:14-18 (Companies witness Ms. Grace));  

• The approach of spreading administrative costs among all customers is used in 

Nicor Gas's choice program, and Staff affirmatively supported that view in the 

2008 Nicor Gas Rate Case (see IGS Cross Ex. 7 (Excerpt of Rebuttal Testimony 

of David Sackett in ICC Docket No. 08-0363)); 

• The approach of spreading administrative costs among all customers currently 

being advocated by Staff in the Commonwealth Edison Company Peak Time 

Rebate Program case (ICC Docket No. 12-0484) and Staff did not try to 

distinguish that approach in its testimony in this case.  (See Tr. at 308:12-15 (Staff 

witness Dr. Rearden).) 

The Companies advocated for this exact same "collective benefits" argument in the a 

prior rate case, arguing that the administrative costs for Energy Efficiency should be charged to 

all eligible customers, as reflected in the Commission's Order: 

Staff considers the [Energy Efficiency Program] unfair, the Utilities note, because 
not everyone will necessarily participate. [citation omitted]. In the Utilities view, 
however, this is a rather small argument. Many things work this way, including 
almost everything paid for by taxes. Taxes pay for roads that many citizens will 
never drive on, and fire fighters that most people, thankfully, may never call. 
Does this make taxes ―unfair? Surely Staff would not take the argument quite 
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that far. Given all the positive effects of a well-designed energy efficiency 
program, the Utilities argue, it should not be considered so unfair as to be not 
worth undertaking as long as the benefits are equally available to all customers. 
 

(ICC Dockets 07-0241/-0242 (cons.), Final Order dated February 5, 2008 Order at 163-4 quoted 

in IGS Ex. 2.0 at 23:557-572 (IGS Energy witness Mr. Parisi).)  The Commission agreed with 

the Companies’ position.  (See ICC Dockets 07-0241/-0242 (cons.), Final Order dated February 

5, 2008 Order at 182.) 

In addition, Companies' witness Ms. Grace discussed application of the same principle in 

Peoples and North Shore’s 2009 Rate Case: 

Q. But it’s appropriate for the Choices For You customers and the Sales 
customers to pay the same charge for the Company offering its Call 
Center? 

A.  And they do. 
 
Q.  I’m sorry, so that’s a yes? 
A. Yes, they do. 
 
Q.  And that’s appropriate? 
A.  Yes. 
 
Q.  And why is it appropriate for that cost to be spread out over all customers? 
A.  Because the Call [C]enter services all customers. 
 
Q.  All customers are eligible to call the Call Center?  
A.  And all suppliers are eligible to call Gas Transportation services and the 

costs are allocated among suppliers. 
 
Q. And because all customers are eligible to call the Call Center, it’s 

consistent with the cost causation principles that all customers be charged 
for the Call Center, right? 

A. Yes. 
 

(See id. at 23:572-24:598, citing ICC Docket No. 09-0166/-0167 (cons.), Tr. at 246:4-247:4.)  

Clearly, Peoples and North Shore agree with the concept that when a service benefits all 

customers -- even if all customers do not take advantage of the service -- that the costs should be 



 

23 
 

 

socialized over all customers that could use the service.  (See id. at 24:598-602.)  That principle 

applies precisely to customer choice administrative fees.  (See id.) 

But now, the Companies have chosen to brush aside their past positions and statements 

and to ignore the explanations and recommendations in IGS Energy's testimony.  The Rebuttal 

Testimony of Companies' witness Grace asserts that the administrative charges issue raised by 

IGS Energy has been previously decided by the Commission.  The Companies state:  

Q: Has the Commission addressed this matter before?  
 
A. Yes.  The Commission addressed this matter in the 2011 Rate Case, with 

the Commission agreeing with the Utilities and Staff that the costs are 
appropriately assessed to suppliers.  In the 2011 Rate Case, the 
Commission stated: 

  
The Commission agrees with Staff and the Utilities and finds that 
IGS' recommendation will not be adopted inasmuch as Sales 
customers do not cause the costs that are incurred by the GTS 
department and related IT costs and therefore they should not be 
assessed any of the costs.  There is no reason for Sales customers 
to bear any portion of this cost.  The Commission further finds no 
need to mandate the Utilities to undertake a detailed cost-causation 
analysis.   

 
 (See id. at 18:432-447, citing NS-PGL Ex. 32.0 at 43:991-1002.)   

The Companies' response fails to acknowledge the full story -- the Commission's history 

of decisions on this issue is not as one-sided as the Companies suggest.  (See id. at 19:453-465.)  

In fact, the Commission previously found in favor of exactly the cost allocation approach that 

IGS Energy advocates here.  (See id.)  In the Nicor Gas 2008 Rate Case, for example, the 

Commission approved recovery of administrative charges associated with Nicor Gas's choice 

program from all customers.  (See id., citing ICC Docket No. 08-0363, Final Order dated March 

25, 2009 at 128.)  In that case, in recognition of the opportunity presented to improve its choice 

program, Nicor engaged IGS Energy and other parties in a productive discussion to formulate 
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fair and equitable, pro-competitive program modifications.  (See id.)  Those discussions resulted 

in a Memorandum of Understanding that included an allocation methodology for recovering 

administrative charges for the choice program from all customers.  (See id.)  The Commission 

Staff and the Commission itself fully endorsed that outcome.  (See id.) 

Then, in the Companies' 2009 Rate Case, the Commission issued a strong statement 

endorsing the Nicor Gas choice program as the appropriate model for modifications that were 

necessary to the Companies Choices For You program.  (See id. at 19:466-20:475, citing ICC 

Docket No. 09-0166/-0167 (cons.) Final Order dated Jan. 21, 2010 at 253.)  The Commission 

specifically recognized the "compelling evidence" that was provided by the Retail Gas Suppliers 

(which included IGS Energy) that showed that the Companies' Choices For You Program was 

not functioning well and criticized the Companies for their failure "to seriously respond" to the 

proposal that the Retail Gas Suppliers advocated.  (See id.)  The omission of that history from the 

Companies' testimony is telling. 

And as to the Companies' suggestion that the Commission's decision in the Companies' 

2011 rate case should be dispositive of any examination of the Companies' administrative 

charges, the Companies themselves regularly ask the Commission to revisit issues that are 

important to them, and it is a basic rule of Commission procedure that similar issues may be 

raised in succeeding proceedings.  (See id. at 20:476-489.)  This approach makes sense, for the 

simple reason that time and experience sometimes show that a decision made at one moment 

may not apply to facts as they exist at a later moment.  (See id.)  That is the case here: the 

continued lack of robust competitive activity in the Companies' service territories shows that the 

Choices For You program is not working as effectively as it should.  (See id.)  Indeed, the 

percentage of customers in the Choices For You program today is even lower than it was when 
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the Commission issued its Order in the Companies' 2009 Rate Case.  (See id.)  Notwithstanding 

the Commission's view in the 2011 Peoples/North Shore Rate Case, the current facts, combined 

with a history of problems with the Companies' Choices For You program, show that the time is 

ripe to implement the pro-competitive approach to cost allocation that the Commission endorsed 

for Nicor.  (See id.) 

The Companies assert that IGS Energy mischaracterizes the Choices For You 

administrative charges: 

Q: Do you agree with IGS Energy witness Mr. Parisi's characterizations of 
administrative charges and monthly customer charges?  
 

A: No.  Mr. Parisi states, on page 30 of his direct testimony, that 
“Administrative charges are fixed charges that are charged to an entire 
class, and are referred to by Peoples and North Shore as ‘monthly 
customer charges’ for Choices For You eligible customer classes, Rate 1 
and 2.” Administrative charges and customer charges are different charges 
recovering different costs. The administrative charges that are the subject 
of Mr. Parisi’s testimony are assessed to suppliers taking service under the 
Utilities’ Choices For You (“CFY”) transportation programs and are not 
assessed to customers taking utility delivery service under S.C. Nos. 1 and 
2.  On the other hand, customer charges are assessed to customers taking 
utility delivery service under their respective rate classes, including S.C. 
Nos. 1 and 2. In addition, transportation administrative charges recover 
from suppliers the costs associated with administering the CFY program, 
while customer charges recover from customers, the costs associated with 
providing utility delivery service. Mr. Parisi’s attempts to conflate 
transportation administrative charges and customer charges are misleading 
and should be rejected by the Commission. 
 

 (See id. at 21:507-22:531, citing NS-PGL Ex. 32.0 at 43:977-990) (emphasis in 

original).)   

The Companies attempts simply to wave away the misallocation of costs by suggesting 

that the costs are not being misallocated among customers because some of them are charged to 

ARGS in the first instance, rather than being charged to customers directly.  (See id. at 22:535-
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540.)  This argument completely ignores basic principles of doing business and fails to come to 

grips with the misallocations that have been identified.  (See id.) 

In all industries, charges, taxes, fees, and costs incurred by the supplier of a product or 

service are passed on to the consumers of that product or service.  (See id. at 22:541-547.)  The 

customer charge and the supplier charge described by the Companies both ultimately are paid by 

the customer -- there is no other mystical source of funds that competitive suppliers can tap into 

to pay these charges.  (See id.)  For the Companies to suggest otherwise is at best an attempt to 

divert attention from the misallocation of costs detailed in my Direct Testimony. (See id.) 

The issue of how to allocate the administrative costs of a utility program is not unique to 

the Companies, Choices For You, or this proceeding.  (See id. at 24:606-616.)  Commonwealth 

Edison Company ("ComEd") is currently seeking approval of its Peak Time Rebate ("PTR") 

program and proposes to recover the implementation costs of PTR, i.e. start-up costs, 

administrative costs, and evaluation costs, from all eligible customers.  (See id., citing ICC 

Docket No. 12-0484, ComEd Petition at 4, stating that ComEd will recover the costs of the 

startup and administration of the PTR program from all residential customers through rates for 

delivery service.)  (See id.)  Commission Staff is fully supportive of this approach.  (See id., 

Direct Testimony of Alicia Allen on behalf of the Staff of the Commission at 4-5).  Clearly, 

Commission Staff and utilities other than the Companies understand that allocating the 

administrative costs of new customer-friendly programs amongst all eligible customers is vital to 

their development.  (See id.) 

But there is an even greater need for the Commission to examine the administrative costs 

of the Choices For You program, given the continued failure of the competitive market to 

flourish in the Companies' territories.  (See id. at 20:493-495.)  The Companies have presented 
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no evidence to suggest that their Choices For You program is operating effectively and have 

expressed no opinion regarding competitive markets to the contrary, and has not made even a 

perfunctory attempt to rebut IGS Energy's position.  (See id. at 21:495-499.)  In fact, the 

evidence indicates that the rate of participation in the Choices For You program has been and 

remains in steady decline -- over 20% in just three years.  (See Tr. at 933:19-934:1 (Companies 

witness Ms. Egelhoff.).) 

The Commission has supported and promoted fair and effective competition in the 

Illinois gas market.  (See id. at 21:500-501.)  IGS Energy's recommendation is completely 

consistent with this well-known Commission policy, and encourages the Commission to promote 

changes to current utility anti-competitive business practices.  (See id. at 21:501-503.) 

4. Provider of Last Resort Investigation 
 

Given the fact that the Companies have taken no steps to advance pro-consumer, pro-

competitive programs or accurate cost allocation policies, the Commission should open a docket 

to advance the discussion on the Companies' exiting the role of provider of last resort.  (See id. at 

26:660-666.)  The Companies prior issues both with affiliate dealings and with supply 

procurement also counsel in favor of having the Companies focus solely upon delivery the 

natural gas.  (See id. at 26:663-667, citing Jan. 10, 2012 Final Order, ICC Docket No. 11-

0280/0281 (cons.) at 88-98; see also generally ICC Docket No. 12-0273.)  

 Other state paradigms demonstrate that there are effective alternatives to regulated 

default service.  (See IGS Ex. 1.0 at 39:948-949 (IGS Energy witness Mr. Parisi).)  In the State 

of Georgia, legislation required Atlanta Gas Light (“AGL”) to exit the merchant function upon 

the satisfaction of migration benchmarks.  (See id. at 40:952-954.)  In that model, non-switching 

customers were to be allocated to certificated natural gas suppliers proportionately to those 
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suppliers’ comparable market share at the time of the allocation.  (See id. at 40:954-956.)  

Proportional assignment created an incentive for suppliers to invest in that market in terms of 

organic customer acquisition.  (See id. at 40:956-958.)  Consumer migration occurred more 

quickly than originally contemplated; and consequently, the utility exited the merchant function 

soon after the initial launch of the competitive market.  (See id. at 40:958-960.)  For more than a 

decade, that market clearly manifests the ability of the competitive market to reliably provide 

commodity service to consumers.  (See id. at 40:960-962.)  When the utility exits the merchant 

function, consumers become fully engaged in their natural gas purchasing decisions.  (See id. at 

40:963-964.)  As a result, AGL customers are keenly aware of price and product options in the 

market.  (See id. at 40:964-965.)  Indeed, AGL consumers are among the most knowledgeable in 

the competitive energy industry.  (See id. at 40:965-966.) 

 Public utility commissions in other states, including Ohio and Pennsylvania, have 

initiated similar proceedings to investigate this question.  (See, e.g., Dec. 12, 2013 Initiating 

Entry, and Nov. 8, 2012 Tentative Order, In the Matter of the Commission's Investigation of 

Ohio's Retail Electric Service Market, Case No. 12-3151-EL-COI before The Public Utilities 

Commission of Ohio; Apr. 28, 2011 Initiating Order, Investigation of Pennsylvania's Retail 

Electricity Market, Case No. I-2011-2237952 before the Pennsylvania Public Utility 

Commission.)  Accordingly, it would be wholly appropriate for the Commission to take this step. 

 In Ohio, competitive market development has not been accelerated by merchant exit 

triggering mechanisms.  (See IGS Ex. 1.0 at 40:970-972 (IGS Energy witness Mr. Parisi).)  

Rather, the Ohio market illustrates a more measured and methodical approach to alternate 

commodity service which has been the product of collaborative efforts in various service 

territories for more than a decade in some instances.  (See id. at 40:972-41:975.  The four largest 
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utilities in Ohio, Columbia Gas of Ohio (“COH”), Dominion East Ohio (“DEO”), Duke Energy-

Ohio (“Duke”), and Vectren Energy Delivery of Ohio (“VEDO”), have embarked on a 

competitive market model.  (See id. at 41:978-980.)  Competitive retail energy programs for 

residential and small commercial customers were initially instituted through tariff-driven 

initiatives in the late 1990’s.  (See id. at 41:980-982.)  Subsequently, State legislation enunciated 

a policy goal to encourage continued evolution of the competitive market with the ultimate goal 

of replacing utility commodity service with purely competitive service for these utilities.  (See id. 

at 41:983-985.)  Over the last decade, the markets in each of the utility service territories have 

been vibrantly competitive with many Public Utilities Commission of Ohio ("PUCO")-certified 

suppliers offering a number of products at varying prices to customers.  Customer migration is 

greatest in the DEO service territory where nearly 70% of consumers purchase natural gas from a 

competitive supplier in the competitive marketplace.  (See id. at 41:985-991.) 

  The competitive market is optimal in providing service to consumers.  (See id. at 

43:1029.)  A truly competitive market can only be achieved when consumers are engaged in the 

market and proactive in selecting their suppliers of natural gas.  (See id. at 43:1029-1031.)  A 

default service, such as that presently existing in Ohio, provides a supply option which fails to 

encourage customers who are reticent or passive to select a supplier.  (See id. at 43:1031-1033.)  

Moreover, there are certain fundamental inequities in a default service paradigm that tolerates or 

even rewards consumer complacency.  (See id. at 43:1034-1035.)  Those certified default 

suppliers who win the supply auctions acquire customers and retail relationships without 

expending costs which must be borne by other suppliers, including customer service and 

marketing costs.  (See id. at 43:1035-1038.)  These inequities result in cost and price implications 

which tend to impede progress to a fully competitive market.  (See id. at 43:1038-1039.) 
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 In sum, competition drives price efficiencies, exerts downward price pressures, and 

provides timely price signals to consumers.  (See id. at 43:1040-1041.)  These market dynamics 

simply do not exist in the regulated monopoly model.  (See id. at 43:1041-44:1042.)  The best 

way to drive these benefits is for the utilities to exit the supply function entirely.  (See id. at 

44:1042-1043.)  Short of a full exit, examination of all rates for full unbundling and appropriate 

accounting must be undertaken.   

 Neither the Companies' nor Staff took issue with the detailed and particularized 

information that IGS Energy provided.  (See, e.g., Tr. at 924:7-14 (Companies witness Ms. 

Egelhoff); ICC Staff Ex. 18.0 at 8:158-163 (Staff witness Dr. Rearden).)  It is uncontested that 

the Commission possesses legal authority to initiate such an investigation and that the 

Commission has regularly done so with respect to a variety of subjects.  (See IGS Ex. 2.0 at 

27:672-678.)  Neither the Companies nor Staff take issue with that view.  (See, e.g., Tr. at 936:6-

15 (Companies witness Ms. Egelhoff); ICC Staff Ex. 18.0 at 8:158-163 (Staff witness Dr. 

Rearden).)  Now that the Companies have openly committed themselves to participate in a 

Commission investigation on provider of last resort, the proceeding should be all the more 

productive.  (See NS-PGL Ex. 36.0 at 3:63-4:70 (Companies witness Ms. Egelhoff); see also IGS 

Ex. 2.0 at 27:667-670 (IGS Energy witness Mr. Parisi).)  Accordingly, the Commission should 

initiate a proceeding to investigate whether the Companies should remain the providers of last 

resort. 
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XI. 

CONCLUSION 

IGS Energy respectfully requests that the Commission adopt its recommendations as a 

way to advance customer choice for all customers: 

1. Require the Companies to appropriately allocate administrative charges.  
What the Utilities have done is pulled out the one set of administrative costs 
associated with Choices For You and recovered those costs solely from Choices 
For You customers while continuing to charge the Choices For You customers for 
administrative costs incurred to provide service to the Utilities' Sales customers.  
Since the Utilities have freely admitted that they do not track their base rate costs, 
the best solution would be for the Commission to direct the Utilities to simply 
spread all the administrative costs among all customers who have the option to 
participate in the Choices For You program, mitigating the need to further 
examine such base rate costs. 

2. Investigate whether the utilities should remain the provider of last resort.  
Given the long history of the Illinois competitive natural gas market, the 
Commission should investigate whether it is necessary or appropriate for the 
utilities to continue to act as the provider of last resort.  If the Companies were to 
exit the role of provider of last resort, they could better focus on their primary 
function -- gas delivery.  
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