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I. INTRODUCTION. 

Pursuant to 83 Ill. Admin. Code Section 200.800 and the schedule established by the 

Administrative Law Judge, the Retail Energy Supply Association (“RESA”) and Interstate Gas 

Supply of Illinois, Inc. (“IGS”) submit their Initial Brief in this proceeding.  For the reasons 

stated in this Initial Brief, the Illinois Commerce Commission (“Commission”) should approve 

Rider 17, Purchase of Receivables with Consolidated Billing (“PORCB”), filed by Northern 

Illinois Gas Company (d/b/a Nicor Gas Company) (“Nicor Gas”). 

RESA is a non-profit trade association of independent corporations that are involved in 

the competitive supply of electricity and natural gas.
1
  RESA and its members are actively 

involved in the development of retail and wholesale competition in electricity and natural gas 

markets throughout the United States.  Some of the members of RESA have certificates from the 

                                                 
1
 RESA’s members include Champion Energy Services, LLC; ConEdison Solutions; Constellation NewEnergy, Inc.; 

Direct Energy Services, LLC; Energetix, Inc.; GDF SUEZ Energy Resources NA, Inc.; Hess Corporation; 

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

Energy Services, LLC; Mint Energy, LLC; NextEra Energy Services; Noble Americas Energy Solutions LLC; NRG, 

Inc.; PPL EnergyPlus, LLC; Stream Energy; TransCanada Power Marketing Ltd.; and TriEagle Energy, L.P..  The 

comments expressed in this filing represent the position of RESA as an organization but may not represent the views 

of any particular member of RESA. 
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Commission under Section 19-110 of the Public Utilities Act to operate as Alternative Gas 

Suppliers (“AGS”) in the State of Illinois, including the service territory of the Nicor Gas, the 

Respondent in this proceeding.  Currently, these Alternative Gas Suppliers provide gas supply 

service to tens of thousands of customers of NICOR Gas, including participants in the Customer 

Select Program offered by Nicor Gas for the transportation of customer-owned gas to small 

volume customers.  (RESA Ex. 1.0, pp. 2-3, lines 48-59) 

IGS is an Illinois corporation certified under Section 19-110 of the Public Utilities Act to 

operate as an AGS in the service territories of Nicor Gas, The Peoples Gas Light and Coke 

Company, and North Shore Gas Company.  IGS provides gas supply service to customers of 

Nicor Gas.  (Id., p. 4, lines 63-64) 

Nicor Gas has put together a good PORCB Program, Rider 17, which incorporates cost 

recovery within the program and ensures the ability of the utility to terminate for the full amount 

of the receivable.  In fact, as explained by Mr. Robert Mudra, in his direct testimony on behalf of 

Nicor Gas, Nicor Gas’ filing in this proceeding resulted from a Settlement Agreement (dated 

May 19, 2011) between AGL Resources Inc., Nicor Inc., Nicor Gas, RESA and IGS in Ill. C. C. 

Docket 11-0046, in which the Commission approved the reorganization of Nicor Gas.  (Nicor 

Gas Ex. 1.0, p. 3, lines 70-75)  A PORCB Program, such as Rider 17, is necessary for the natural 

gas competitive market in Illinois to thrive and offers benefits for AGS and customers, without a 

detriment to Nicor Gas or its customers. 

II. RIDER 17 IS REASONABLE FOR NICOR GAS. 

In his Direct Testimony, Mr. Robert Mudra, Director of Finance and Rates, provides a 

background of Rider 17, as well as a complete overview of the Rider.  In his overview, he 

explains the purpose and applicability of Rider 17, namely to AGS participating in Customer 
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Select (Nicor Gas Ex. 1.0, pp. 4-9), identifies the costs associated with implementation of Rider 

17 (Id., pp. 9-10), explains how the costs of Rider 17 will be recovered from AGS and the 

customers who take service from AGS that use PORCB (Id., pp. 10-12), and makes proposals for 

the Commission’s review of the operation of Rider 17 and the reconciliation of the costs and 

revenues under the Rider.  (Id., pp. 12-13)  In addition, he testifies that implementation of Rider 

17 will not result in any changes to Nicor Gas’ existing Terms and Conditions and identifies 

start-up costs and the length of time that implementation of Rider 17 will take.  (Id., pp. 13-14).  

A copy of Rider 17 was included in Nicor Gas Ex. 1.1.  Subsequently, a copy of Rider 17, 

reflecting the modifications proposed by the Commission Staff and CUB/AG, to which Nicor 

Gas agreed, was included in Nicor Gas Ex. 2.2. 

In his Rebuttal Testimony, Mr. Mudra stated that, from Nicor Gas’ perspective, Rider 17 

was drafted with three goals in mind:   

(1) Hold Nicor Gas supply and delivery customers (i.e. those customers not purchasing 

supply from AGS using PORCB service under Customer Select) harmless in the 

provision of this new, optional PORCB service to AGS; 

(2) Provide for the recovery of all costs incurred by Nicor Gas to provide this new 

PORCB service, none of which costs are currently being recovered through Nicor 

Gas’ base rates; and 

(3) Propose a balanced program in response to the request of certain AGS to offer an 

optional service to AGS. 

Mr. Mudra testified that proposed Rider 17 accomplishes all of these goals and ensures that the 

new, incremental costs of Rider 17 would be recovered from the AGS that elect the service and 

from their eligible customers.  (Nicor Gas Ex. 2.1, p. 3) 
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III. RIDER 17 WOULD PROVIDE BENEFITS TO PARTICIPATING 

ALTERNATIVE GAS SUPPLIERS. 

AGS use utility consolidated billing to bill their products.  This allows for a single bill for 

all gas charges to be sent to the customer.  Because they are the owners of the bill, utilities are 

better suited for collections and can do so at a lower cost.  As testified to by RESA/IGS witness 

Teresa Ringenbach, the utility has all of the information related to the payments whereas a 

supplier only has the payments related to their charges and therefore no data to prove or disprove 

customers’ claim that they paid their bill creating confusion and additional costs for collection.    

(RESA/IGS Ex. 1.0, p. 5, lines 99-112) 

Under the current system, Nicor Gas bills AGS customers and AGS customers then make 

payments to Nicor Gas which Nicor Gas later remits to the AGS.  A PORCB program is the next 

logical step to enable Nicor Gas to take full control of the billing and collections process.  (Id., 

pp. 5-6, lines 102-105) 

Absent a PORCB program, AGS would have to separately collect non-payments from 

customers who are simultaneously in collection with the utility for charges that appeared on a 

single bill.  Each AGS would have to develop its own systems and employ its own labor to 

engage in these activities which comes at a higher cost because the AGS only has the amount 

applied to its portion of the bill and must do further research to understand whether or not the 

non-payment was through utility error or true customer non-payment, prior to beginning the 

collection process.  Once collection is in place, fees for the collection process are placed on the 

customer.  In the case of a non-PORCB bill, the customer would face collection fees from two 

entities rather than one.  By reducing the collection costs to AGSs, AGSs can pass that savings 

on to customers with lower prices.  (Id., p. 6, lines 105-116) 
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Finally, a PORCB Program will level the playing field so that AGSs can effectively 

compete against Nicor Gas to supply gas to customers.  Utilities have inherent advantages when 

it comes to collecting outstanding accounts from customers.  Utilities are better suited for 

collections because a utility has greater recourse in the event a customer does not pay.  The 

utility can shut off a customer’s gas supply for non-payment whereas an AGS cannot shut off 

delivery of gas to the customer’s home.  The AGS’ only recourse is to stop supplying gas to the 

customer and turn the account back to the utility. (Id., pp. 6-7, lines 125-129) 

If a customer knows that there are consequences for not paying a bill, that customer is 

much more likely to pay the bill.  For example, if a customer thinks that non-payment will result 

in the shut off of natural gas to his or her home, the customer will be more likely to pay the bill.  

On the other hand, the customer is much less likely to pay his or her bill when a customer knows 

there are limited consequences for not paying a bill, such as the case with an AGS. (Id., p. 7, 

lines 136-141) 

Moreover, the rate of collection is increased when the same party that bills customers 

collects on the outstanding accounts. Utilities bill AGS customers, and the AGS customers pay 

the utility which later remits the payment to the AGS.  However, after a customer account 

becomes past due, the utility relinquishes all collections responsibility and it becomes the AGS’ 

responsibility to collect on the past due accounts.   It is more difficult for AGSs to collect on 

these accounts because the customer is not accustomed to receiving a bill from the AGS.   The 

customer is less likely to view the AGS as having a continuing business relationship and 

therefore the customer is less likely to pay.  Moreover, the customer may be confused as to why 

he or she is receiving a bill from the AGS when the bill had previously come from the utility. 

(Id., pp. 7-8, lines 142-152) 
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The effect of the utility’s inherent advantage associated with collections is that a utility 

has much more success at collecting from customers and thus utilities receive a greater 

percentage of the accounts billed.  This is so even though a utility’s cost of collection is typically 

less.  Ultimately this means an AGS’ bad debt expense (amount on unpaid accounts plus cost of 

collections) is much greater than a utility’s bad debt expense.  This is harmful for AGSs because 

a high bad debt expense increases the cost an AGS incurs in serving customers.  The negative 

effect of this additional cost is compounded by the fact that a high bad debt expense compared to 

that of a utility makes it more difficult for an AGS to compete.  (Id., p. 8, lines 161-164) 

An AGS factors its overall costs into the pricing it offers customers.  Therefore, if an 

AGS’ overall costs are increased, the AGS must increase prices in order to make it profitable to 

offer service to customers.  In addition, a utility’s price is based on its cost to serve customers.  If 

a utility has a significantly lower cost (because of a lower bad debt expense) than an AGS’ cost, 

then a utility will be able to offer a lower price to customers.  Obviously, if a utility’s price is 

lower than the AGS, more customers will stay with the utility, and the AGS will find it very hard 

to be competitive. (Id., lines 165-171) 

A PORCB Program helps AGSs because the utility purchases these receivables without 

recourse.  That is, the AGS will receive payment for the customer’s account regardless of 

whether a customer pays.  This means that an AGS no longer has to assume the risk of a 

customer not paying or expend resources on collecting past due accounts.  While the AGS will 

receive less than the total amount due on the accounts, this reduced revenue is more than made 

up for by the AGS’ elimination of bad debt expense and collection costs which can be quite high.  

(Id., p. 9, lines 173-180)   
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IV. RIDER 17 WOULD PROVIDE BENEFITS TO CUSTOMERS. 

Rider 17 will benefit customers.  Beyond reducing a customer’s confusion and negative 

experience from dealing with two separate collection entities over a single bill, a PORCB 

Program leverages the utility’s inherent advantage in collections to reduce the net bad debt 

expense for all customers.  Rather than every supplier expending resources to collect on accounts 

with limited success, a PORCB Program reduces the redundancy of collections expenditures and 

enhances the success of collecting on unpaid accounts.  This net cost reduction will be passed on 

to customers through lower prices and more diverse products offered by AGSs. (Id., p. 9, lines 

183-191) 

While CUB/AG have questioned whether AGS will provide lower prices to customers as 

a result of adoption of Rider 17 (CUB/AG Ex. 2.0 Rev., p. 3, lines 68-69), in a competitive 

natural gas market AGS will have to reduce prices if they wish to remain competitive with other 

suppliers.  Currently in Nicor Gas’ service territory, many AGS are not offering products 

because their costs are too high to be profitable.  However, as the costs to AGS are reduced 

substantially by the implementation of a PORCB, AGS will be able to enter the market offering a 

lower price to customers.  As more AGS enter the market, the existing AGS will have to lower 

their prices if they wish to be competitive.  (RESA/IGS Ex. 1.0, pp.9-10, lines 194-200)  In fact, 

Dr. Rearden acknowledges this when he states that if the premise that the market is or will be 

competitive is true, then, by definition, the cost reductions will be passed on to customers. (Staff 

Ex. 5.0, p. 4, lines 78-30) 

Also, it is important to remember that customers can choose whether they want to buy 

from a supplier and, moreover, which supplier.  A PORCB Program will encourage more 

suppliers to make offers in Nicor Gas’ service territory, the result being a more competitive 
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market.  More competitive markets generally result in better offers and lower prices.  

(RESA/IGS Ex. 1.0, p. 10, lines 203-205) 

In conclusion, on the positive side, a PORCB Program will enable AGS to offer 

customers lower prices, and ultimately make the natural gas market in Nicor Gas’ service 

territory more competitive, resulting in a wider array of competitive products customers and 

offer the following benefits to AGS and their customers: 

 Reduced customer confusion regarding collections.   

 Leverage existing systems, reducing overall costs.   

 Continuity of message and consistency in treatment of receivables.   

 Expanded access to the competitive market for higher risk customers. 

 Efficient utilization of effective recovery tools.     

 Diminished counterparty risk.    

 

(Id., pp. 10-12, lines 209-258) 

While criticizing Nicor Gas for not showing net benefits
2
, CUB/AG can only offer 

unsubstantiated speculation concerning possible downsides of a PORCB program.  Mr. Cohen 

claims that AGS could employ a variety of strategies to take advantage of market opportunities, 

which could have the effect of increasing the amount of uncollectibles.  As two examples, he 

claims that an AGS could target residential neighborhoods with large numbers of high credit risk 

customers or neighborhoods with a large proportion of non-English speaking residents who 

might be less likely to fully comprehend the marketing offers or their bill implications.  

(CUB/AG Ex. 2.0, p. 12, lines 303-308) 

                                                 
2
 CUB/AG’s creation of a net benefits test to satisfy the “just and reasonable” standard of Section 9-201 of the 

Public Utilities Act is addressed, infra, in Section VI. 
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In response, RESA/IGS’ witness testified that while PORCB Programs are available for 

electric customers in Illinois and have been since 2009 for Ameren and 2010 for ComEd, she is 

not aware of any Alternative Retail Electric Suppliers (“ARES”) that target residential 

neighborhoods with large numbers of high credit risk customers or neighborhoods with a large 

proportion of non-English speaking residents.   Neither is Mr. Cohen aware of any such ARES, 

as evidenced in AG/CUB’s response to RESA/IGS Data Request No. 1.02.  Moreover, Mr. 

Cohen seems to ignore several consumer protections which prohibit this, starting with the Public 

Utilities Act and ending with the AGS licensing requirements.  Any AGS which misleads 

customers would be subject to having its certificate revoked and losing its ability to serve 

customers.   (RESA/IGS Ex. 2.0 (Rev.), p. 17, lines 359-367) 

In addition, RESA/IGS’ witness provided data, not theory,  from Ohio where not only has 

switching behind Columbia gas increased beyond 40% with a PORCB program, but also there 

has been no correlation in Columbia’s territory or any other territory in Ohio  to show an 

increase in uncollectibles.  The same is true for ComEd and Ameren in Illinois.  In fact,  recent 

data shows decreases in the rates of uncollectibles. (RESA/IGS Ex. 2.0, p. 5, lines 88-108) 

 

V. PURCHASE OF RECEIVABLES PROGRAMS HAVE CREATED A MORE 

ROBUST COMPETITIVE MARKETPLACE.  

Many natural gas utilities, in states other than Illinois, have successfully implemented 

PORCB Programs as part of their customer Choice programs.  PORCB is part of Choice 

programs in at least 9 other states, including Indiana (Northern Indiana Public Service 

Company), Ohio (Dominion East Ohio, Columbia Gas, Vectren, Duke), Michigan (Consumers 

Energy, Michigan Consolidated (MichCon) a version of PORCB), Pennsylvania (Columbia Gas 
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of Pennsylvania, PECO, NFG), Kentucky (Columbia Gas of Kentucky), New York (Orange and 

Rockland, Central Hudson, National Grid, National Fuel, ConEd, Keyspan, Rochester Gas and 

Electric), Maryland (Baltimore Gas & Electric, Washington Gas & Light), Wyoming (Source 

Gas) and Nebraska (Source Gas). (RESA/IGS Ex. 1.0, p. 14, lines 292-300) 

Utility PORCB Programs have increased competition in a number of states.  According to 

the United State Energy Information Agency statistics, all the states that have a greater than 10% 

customer participation in Choice programs have utilities that offer some form of PORCB 

Program.  These states are Michigan, New York, Ohio, Maryland, Wyoming and Nebraska.
3
  

(Id., p. 15, lines 303-307)  A good example is Ohio where there is an over 50% migration rate 

and dozens of suppliers are marketing to customers. (Id., p. 15, lines 320-322) 

In contrast, there is no state without a utility PORCB Program that has greater than 10% 

Choice participation.
4
  States without PORCB Programs have not seen significant migrations 

because AGS’ bad debt expenses in those states greatly increases the cost for AGS to serve 

customers.  Because it costs more to serve customers, it is more difficult for AGS to offer 

competitive pricing, and without competitive prices, customers do not switch to AGS.   Further, 

without a PORCB Program, AGS must limit their customer offers only to the most credit-worthy 

customers, further limiting the customer pool to which AGS market. (Id., lines 306-317) 

On the other hand, in most states with PORCB Programs there are many suppliers 

actively offering a multitude of products to residential natural gas consumers.  Again, in Ohio, 

there is an over 50% migration rate and dozens of suppliers are marketing to customers. (Id., 

lines 319-322) 

                                                 
3
 While Georgia does not have a PORCB program, in Georgia the natural gas utilities have completely exited the 

natural gas supply function and, therefore, the AGSs purchase the distribution receivables from the utility.  Because 

of the unique nature of Georgia’s Choice program, it was not included in RESA/IGS’ analysis.    
4
 Information on state by state participation in Choice programs can be found on the EIA website at:  

http://www.eia.doe.gov/oil_gas/natural_gas/restructure/restructure.html 

http://www.eia.doe.gov/oil_gas/natural_gas/restructure/restructure.html
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In Illinois, on the electric side, both ComEd and Ameren have PORCB programs.  It is 

well known that the Illinois residential competitive market has expanded greatly since the 

implementation of PORCB.  PORCB is not the only factor that has contributed to the success of 

the competitive electric market.  To be sure, the relatively high utility price-to-compare has 

resulted in high levels of customer switching in 2011 and 2012; however, without PORCB, 

several suppliers offering products likely would not be in the market and governmental 

aggregation would not likely be as effective or vibrant as it has been.  PORCB is part of the 

fundamental foundation for competition, without which large-scale residential customer 

switching simply would not have occurred.  Electric utilities in New York, New Jersey, 

Pennsylvania, Ohio and Maryland offer PORCB programs as well. (Id., pp. 12-13, lines 264-

276) 

The evidence is overwhelming that PORCB programs contribute to increased customer 

access to the benefits of participation in the competitive market and, therefore, increased 

customer migration.  Where PORCB programs do not exist, fewer suppliers engage in the market 

and the products offered are less dynamic and less likely to guarantee a discount.  States without 

PORCB programs, where supplier consolidated bill options with disconnect are not available, 

have not seen significant migrations because AGS’ collection and bad debt expenses in those 

states greatly increase the cost for AGS to serve customers.  Because it costs more to serve 

customers, it is more difficult for AGS to offer dynamic pricing to all customers, and without 

offers being more widely available, customers do not switch to AGS.  Without a PORCB 

program, AGS must limit their customer offers to only the most credit-worthy customers, further 

limiting the customer pool to which AGS market to high-credit customers and increasing the 

costs because those customers are not identifiable without credit reviews.  The implementation of 
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PORCB would be a significant step towards achieving a competitive and robust natural gas 

market in Nicor Gas’ service territory.  (Id., pp. 15-16, lines 325-329) 

   

VI. ARGUMENTS AGAINST RIDER 17 ARE MISPLACED AND RELY ON 

ERRORS IN LAW AND FACT.  

The Commission Staff and AG/CUB both argue that the Commission should reject Rider 

17.  Their positions appear to go far beyond the issue in this proceeding—whether Nicor Gas’ 

Rider 17 is just and reasonable.  They appear to want to question the Customer Select Program 

itself.  The Commission has already approved Nicor Gas’ Customer Select Program.  The only 

issue in this proceeding is whether the Commission should approve a PORCB Program in Nicor 

Gas’ service territory. However, Staff and AG/CUB don’t seem to realize that Rider 17 creates 

an optional service for suppliers—a PORCB Program.  Suppliers will make their own 

determinations as to whether the service is one to which they should subscribe.  Whether or not a 

supplier decides to participate in Rider 17 is going to be based on that supplier’s analysis of the 

costs to itself compared to the benefits it would derive.  There is nothing that compels a supplier 

to participate in Rider 17.  Thus, if a supplier’s analysis does not result in the benefits 

outweighing the cost of Rider 17 for that supplier, the supplier need not participate in the Rider.  

(RESA/IGS Ex. 2.0 Rev. pp. 3-4, lines 32-63) 

A. A prudence review based on a cost benefit analysis is not required in this proceeding 

to satisfy the “just and reasonable” test of Section 9-201 of the Public Utilities Act. 

Nicor Gas filed its proposed Rider 17 pursuant to Section 9-201 of the Public Utilities 

Act and its filing was suspended by the Commission pursuant to the same section.  Section 9-

201(c) states, in pertinent part:   
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If the Commission enters upon a hearing concerning the propriety of any proposed rate or 

other charge, classification, contract, practice, rule or regulation, the Commission shall 

establish the rates  or other charges, classifications, contracts, practices, rules or 

regulations proposed, in whole or in part, or others in lieu thereof, which it shall find to 

be just and reasonable.   

 

(Section 9-201 (c), emphasis added) 

In his Direct Testimony, Dr. Rearden, one of the Commission Staff witnesses, 

recommends that the Commission not approve Nicor Gas’ Rider 17 because of his opinion that 

the Commission should only approve Rider 17 if the Commission believes that the expenditures 

to implement Rider 17 are prudently incurred. (Staff Ex. 1.0, pp. 7-8, lines 131-148)  

In response, Nicor Gas disagreed that Dr. Rearden’s proposed “prudently incurred 

criteria” is the appropriate criteria for the Commission to use in determining whether or not to 

approve Rider 17.  Moreover, Nicor Gas noted that Dr. Rearden did not point to any Commission 

rule or decision, or any other authority, from which he derived his proposed criteria, much less 

his concept of what “prudently incurred” means.  (Nicor Gas Ex. 2.0, p. 5, lines 92-97)  In 

response to Dr. Rearden’s clarification that “prudently incurred” means that the benefits to 

customers are greater than the costs required to implement the program. (Staff Ex. 5.0, p. 5, lines 

100-101 and p. 6, lines 113-115)
5
, Nicor Gas responded that because the anticipated benefits of 

the program are the effect on lowered costs and expanded markets, his request for an analysis 

into the benefits that would accrue to customers and AGS from Rider 17 calls for information 

that is beyond Nicor Gas’ control.  (Nicor Gas Ex. 3.0, p. 3, lines 49-53)  Thus, Nicor Gas could 

not possibly satisfy Dr. Rearden’s proposed test.  Indeed, no one could. 

                                                 
5
 To some extent, Dr. Rearden may have been under the impression that Rider 17 could result in higher 

costs for sales customers, customers not participating in Rider 17.  However, under Rider 17, as proposed by Nicor 

Gas, only Alternative Gas Suppliers (“AGS”) and their customers would pay for the costs of implementing and 

operating the POR program.  Sales customers will not pay higher costs. (RESA/IGS Ex. 2.0, p. 5, lines 80-85) 
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RESA and IGS agree with Nicor Gas that Dr. Rearden’s proposed prudently incurred 

criteria, based on an undefined cost/benefit analysis, is not the appropriate criteria for the 

Commission to use in determining whether to approve Rider 17 and that it is not supported by 

any reference to any Commission rule or decision or any other authority.  In this regard, RESA 

and IGS note that the Customer Select Program itself, Nicor Gas’ transportation of customer-

owned gas program for small-volume customers, was not subjected to a prudently incurred test 

based on a cost benefit analysis.  RESA and IGS also note that when the Illinois General 

Assembly desires a prudence test, it has established one.  For example, Section 9-220 of the 

Public Utilities Act, which provides generally for purchased gas adjustment clauses and 

purchased fuel adjustment clauses, states in pertinent part: 

Annually, the Commission shall initiate public hearings to determine whether the 

clauses reflect actual costs of fuel, gas power, or coal transportation purchased to 

determine whether such purchases were prudent, and to reconcile any amounts collected 

with the actual costs of fuel, power, gas or coal transportation prudently purchased. In 

each such proceeding, the burden of proof shall be on the utility to establish the 

prudence of its cost of fuel, power, gas, or coal transportation purchases and costs. 

 

(Subsection 9-201 (a) of the Public Utilities Act, emphasis added) 

  

CUB/AG’s witness, Mr. Cohen, appeared to at least recognize the criteria set forth in 

Section 9-201 of the Public Utilities Act when he recommended that the Commission reject 

Nicor Gas’ Rider 17 on the basis that the tariff is not “just and reasonable.” (AG/CUB Ex. 1.0, p. 

2, lines 29-30)  However, while he cites the correct criteria under Section 9-201 of the Public 

Utilities Act, he does not bother to explain for whom the tariff is not just and reasonable.  Rider 

17 is an optional service for AGS.  If the terms of Rider 17 are not reasonable, AGS do not have 

to apply for the service.  With respect to cost recovery, the Rider 17 mechanism is structured so 

that Nicor Gas recovers the costs of the PORCB program from AGS and their customers.  If a 

customer does not like the offer from an AGS using PORCB the customer may also choose not 
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to participate.  Nothing about this program is mandatory. (RESA/IGS Ex. 2.0 Rev., p. 11, lines 

223-227)  Nicor Gas agrees that Mr. Cohen has not shown that the tariff mechanism to recover 

Nicor Gas’ costs has not been shown to be unjust.  (Nicor Gas Ex. 2.0, p. 32, lines 705-706)     

Similar to Dr. Rearden’s invention of a cost/benefit requirement for a Section 9-201 

proceeding, Mr. Cohen invents the requirement of a “net benefits” test, stating the Commission 

should reject Rider 17 because Nicor Gas has not offered any evidence that it provides any net 

benefit to customers. (CUB/AG Ex. 1.0, p. 2, lines 30-31) 

In response to Mr. Cohen’s testimony that Nicor Gas has not offered any evidence of a 

net benefit to customers, Nicor Gas responded that a request related to a new service in a 

competitive marketplace is beyond the scope of this proceeding.  In this proceeding, Nicor Gas 

only proposes to provide optional Rider 17 service to AGS as part of the overall competitive 

service package that AGS provide to their retail customers.  AGS are allowed to establish their 

own business models, prices, services, subcontractor agreements and other customer terms and 

conditions in a competitive retail market for natural gas supply in Illinois.  Rider 17 properly 

permits Nicor Gas to recover the costs of providing the service from the participants and 

suppliers in this competitive marketplace.  Nicor Gas concludes that, in this competitive 

marketplace, AGS and customers ultimately will be the judge of whether Nicor Gas’ provision of 

PORCB service provides so-called “net benefits” to customers.  (Nicor Gas Ex. 2.0, pp. 33-34, 

lines 746-755) 

RESA and IGS agree with Nicor Gas that the criterion that the Commission should utilize 

in determining whether to approve Rider 17 is a not a net benefit to customers test and Mr. 

Cohen does not cite any authority as to why that is the criterion that the Commission should, or 

must, use in making its decision in this proceeding.   Once again, Mr. Cohen does not appear to 
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understand the nature of the service—it is an optional service for AGS.  AGS and their 

customers will decide for themselves whether Rider 17 benefits them.  If it does not, then they 

will not apply for service thereunder.  However, clearly other PORCB programs both on the 

electric side in Illinois and on the gas and electric sides in other states have proven that 

customers do see value in competitive offerings and suppliers see value in participating in 

PORCB. (RESA/IGS Ex. 2.0 Rev., pp. 11-12, lines 233-240) 

It appears that Mr. Cohen is not really addressing the benefits or merits of a PORCB 

program, which is the subject matter of this proceeding.  Rather, he seems to be challenging the 

benefits of Choice programs, such as Nicor Gas’ Customer Select Program.  However, the 

Customer Select Program is not the subject matter of this proceeding.  Moreover, if a customer 

sees no benefit in an AGS offer then the customer does not take the offer.   (Id., p. 12, lines 245-

250) 

Besides the fact that both Dr. Rearden and Mr. Cohen are proposing criteria not required 

by Section 9-201, neither addresses the fact that their proposed criteria are not possible to be 

tested. While the costs of implementing the PORCB program are, to some degree, capable of 

quantification—for example, Nicor Gas has a current estimate of $3.88 million in capital costs—

the customer benefits, described in detail in the direct testimony of RESA/IGS’ witness, of the 

PORCB program, while significant, are largely qualitative. (Id., p. 5, lines 77-80) 

While it is not possible, because of many unknown factors, to predict whether the 1.5% 

discount rate in Rider 17 will result in a refund or surcharge to customers, discount rates in other 

jurisdiction with PORCB for gas utilities have decreased.  For example, in Ohio, Columbia Gas 

passes both supplier and utility uncollectibles through its uncollectible rider.  Since Columbia’s 

uncollectible rider was approved in 2003, switching has increased to 40% but switching has not 



 17 

been cited in any of its annual uncollectible rate filings as creating an increase in bad debt.  In 

fact, Columbia recently filed for a reduced uncollectible rate.  Specifically, on April 15, 2013, 

Columbia Gas filed to reduce the rate under its uncollectible rider from $0.0781/MCF to 

$0.0173/MCF, a decrease of almost 78%.  Other Ohio gas utilities have similar uncollectible 

riders.  Although switching has increased for these utilities, there has not been any correlated 

increase in uncollectible riders.  (RESA/IGS Ex. 2.0 Rev., p. 5, lines 89-98) 

The experience of Ohio gas utilities is corroborated by the experience of Illinois electric 

utilities.  In Illinois, there are no gas PORCB programs, but there are PORCB programs operated 

by ComEd and Ameren on the electric side.  ComEd’s uncollectible rate for its PORCB 

Program, established in Ill. C. C. Docket 10-0138, started out at 1.84% in January 2011.  The 

current uncollectible rate for that program is 0.66%.  Again, this demonstrates that ComEd’s 

PORCB program has not created a higher uncollectible rate for it.  In addition, Ameren 

experienced a significant increase in electricity switching over the past year and recently filed for 

a reduced PORCB discount rate.  Specifically, Ameren recently filed to reduce the current 

PORCB discount rate from 1.29% to 1.22% effective June 2013.  RESA has not seen utility 

higher bad debt rates as a result in any state when supplier uncollectibles from the purchase of 

supplier receivables are also included in utility uncollectible recovery.  (RESA/IGS Ex. 2.0 Rev., 

p. 6, lines 99-109) 

B. Contrary to Staff and AG/CUB, lack of a PORCB Program has been an 

impediment to a competitive marketplace for natural gas in Illinois. 

Mr. Cohen claims that the absence of a PORCB tariff has not proven to be a significant 

impediment to competition.  (CUB/AG Ex. 1.0, pp. 5-6, lines 120-126)  RESA and IGS 

demonstrated that his claim is incorrect.  RESA/IGS Ex. 2.1 contains a list of states having gas 
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PORCB programs and the number of suppliers participating in each program.  The exhibit shows 

that the number of suppliers participating in Choice programs having a PORCB component 

generally far exceeds the number of suppliers participating in Nicor Gas’ Customer Select 

Program.  For example, in New Jersey, 42 suppliers are in the service territory of Elizabethtown 

Gas, 48 in the service territory of New Jersey Natural Gas, 56 in the service territory of Public 

Service Electric & Gas, and 45 in the service territory of South Jersey Gas.  High numbers of 

suppliers are also shown for Ohio, Pennsylvania, and New York.  In contrast, there are only ten 

AGS actively serving customers in Nicor Gas’ service territory.  (RESA/IGS Ex. 2.1) 

Moreover, all of the states that have a greater than 10% customer participation in gas 

Choice programs have utilities that offer some form of PORCB program.  There is no state 

without a utility PORCB program that has greater than 10% gas Choice participation.  In Illinois, 

on the electric side, one need look no further than the experience of Commonwealth Edison 

Company (“ComEd”)—there were virtually no Alternative Retail Electric Suppliers making 

residential offers in ComEd’s service territory until the Commission approved ComEd’s Rider 

PORCB in Docket 10-0138 (order dated December 15, 2010).  (RESA/IGS Ex. 2.0 Rev., pp. 16-

17, lines 339-346) 

In his rebuttal testimony, Dr. Rearden claims that the lack of a PORCB program is not 

causing customers to leave Customer Select.  In support of this claim, he states that there has not 

been a downward trend in Customer Select as demonstrated by the fact that from March 2012 to 

March 2013, [BEGIN CONFIDENTIAL MATERIAL XXX XXXXXX XX XXXXXX 

XXXXXX XX XXXXXX XXXXXX XXX XXXXXX XX XXX XXX XXX XXXX XX XX X 

XX XXXXXXX XXXXXX XXX XXXXXXX XX XXX XXXX XXX XXXX XXXX END 

CONFIDENTIAL MATERIAL].  His support for his claim that there has been no downward 
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trend in Customer Select participation is Nicor Gas’ Response to Staff DR POL 4.1.  (Staff Ex. 

5.0, pp. 1-2, lines 19-25)   

However, a review of the statistics from Nicor Gas’ Response to Staff DR 4.1 tells a 

different story.  The following table shows, in fact, that there has been, a downward trend in non-

residential customers on Customer Select over the 50-month period shown on RESA/IGS Cross-

Examination Exhibit 1: 

From March To March Change in Customers 

2008  2009  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2009  2010  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2010  2011  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2011  2012  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2012  2013  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

Moreover, if one looks at the entire time period covered by RESA/IGS Cross-Exhibit 1 (January 

2008 to March 2013), there has been a [BEGIN CONFIDENTIAL MATERIAL XXXXXX XX 

XXXX END CONFIDENTIAL MATERIAL] in non-residential customers on Customer Select. 

 Neither does RESA/IGS Cross-Exhibit 1 show an upward trend in residential customers’ 

participation in Customer Select, as demonstrated by the following table: 

 

From March To March Change in Customers 

2008  2009  [BEFIN CONF. XXXX XXXXXXX END CONF.] 

2009  2010  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2010  2011  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

2011  2012  [BEGIN CONF. XXXX XXXXXXX END CONF.] 
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2012  2013  [BEGIN CONF. XXXX XXXXXXX END CONF.] 

While overall there was [BEGIN CONFIDENTIAL MATERIAL XX XXXXXXXX XX XXX 

END CONFIDENTIAL MATERIAL] over the 50-month period, there does not appear to be an 

upward or a downward trend for residential customers, rather there has been upward and 

downward movements over the 50-month period.  In fact, from January 2013 to March 2013, 

there was a downward trend. 

C. The Commission should not delay approval of Rider 17 because of the Office of 

Retail Market Development Report required by Section 19-130 of the Public 

Utilities Act. 

Dr. Rearden claimed that another reason why the Commission might want to reject Rider 

17 is that the Commission’s Office of Retail Market Development (“ORMD”) is in the process 

of compiling a report, pursuant to Section 19-130 of the Public Utilities Act, that investigates the 

state of retail gas competition in Illinois, including the barriers to development of competition.  

(ICC Staff Ex. 1, p. 8, lines 149-165)   

Section 19-130 of the Public Utilities Act provides as follows: 

Sec. 19-130. Commission study and report. The Commission's Office of Retail Market 

Development shall prepare an annual report regarding the development of competitive 

retail natural gas markets in Illinois. The report shall be approved by the Commission and 

be filed by July 1 of each odd year with the Joint Committee on Legislative Support 

Services of the General Assembly and the Governor and shall be publicly available. The 

report shall include, at a minimum, the following information:  

        (1) an analysis of the status and development of the 

     retail natural gas market in the State of Illinois; and 
 

    (2) a discussion of any identified barriers to the 

     
development of competitive retail natural gas markets in Illinois and 

proposed solutions to overcome identified barriers; and 
 

    (3) any other information the Commission considers 

     
significant in assessing the development of gas markets in the State of 

Illinois. 
 

To aid in preparation of its annual report, as well in its assessment of barriers 

to the development of competitive retail natural gas markets and proposed 
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solutions to overcome those barriers, the Commission's Office of Retail 

Market Development shall gather input from all interested parties as well as 

from other bureaus within the Commission.  

(Source: P.A. 97-223, eff. 1-1-12.) 

 

In response to Dr. Rearden’s claim, Nicor Gas stated that the suggestion to reject Rider 

17 pending issuance of the ORMD report is premised upon the same unsupported rational that 

the benefits of a PORCB program must be demonstrated to be greater than the costs of 

implementing it before such a program may be approved.  Nicor Gas does not agree that Dr. 

Rearden’s suggested criteria should be applied to the Commission’s review and approval of 

Rider 17.  Consequently, the fact that the Commission later this year may have additional 

information about the development of retail gas competition in Illinois is not a sufficient reason 

to reject Nicor Gas’ proposed Rider 17.  (Nicor Gas Ex. 2.0, p. 5, lines 98-109) 

RESA and IGS agree with Nicor Gas that the requirement of the ORMD Report is not a 

basis for rejecting Rider 17 at this time.  This proceeding was initiated by the filing of Rider 17 

by Nicor Gas.  The Commission should make a decision on the merits of the evidence in this 

proceeding, not the outcome of a report that is being prepared by a department of the 

Commission which is not represented in this proceeding.   Furthermore, in the ORMD process, 

the absence of a PORCB program has been identified as a barrier to competition.  In the 

comments submitted to the ORMD regarding the report that is to be compiled, the absence of a 

PORCB program as a barrier to competition has been echoed by RESA, IGS, the Illinois 

Competitive Energy Association, Good Energy, Rock River Energy Services, and Illinois Gas 

and Electric Company. (RESA/IGS Ex. 2.0 Rev., p. 7, lines 127-135)  Moreover, there is nothing 

to suggest that the ORMD report will contain any analysis of the costs versus the benefits of 

Choice programs, let alone a cost-benefit analysis of a PORCB component of a Choice program.  
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In fact, as demonstrated previously, it does not appear that anyone can perform a cost-benefit 

analysis of a PORCB program at this time. 

VI. CONCLUSION. 

In conclusion, Nicor Gas has demonstrated that proposed Rider 17 is just and reasonable 

and, therefore, meets the requirements of Section 9-201 of the Public Utilities Act.  The record 

shows that Rider 17 makes Nicor Gas whole, does not impose costs on Nicor Gas’ sales 

customers, and provides benefits to AGS and customers.  The arguments raised by the 

Commission Staff and CUB/AG against Rider 17 are based on errors of law and fact.  In 

particular, there is no support in the law or the record of this case for either a prudence test based 

on a cost-benefit analysis, as proposed by Staff, or a net benefits test, as proposed by CUB/AG.  

Contrary to the claims of the Staff and CUB/AG, the lack of a PORCB program is a serious 

impediment to the competitive marketplace for natural gas in Illinois.  The Commission should 

remove this impediment by approving Nicor Gas’ Rider 17. 

 

Respectfully submitted, 
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NOTICE OF FILING 

 

 Please take note that on May 17, 2013, I caused to be filed via e-docket with the Chief 

Clerk of the Illinois Commerce Commission, the attached Initial Brief of Interstate Gas Supply 

of Illinois, Inc. and the Retail Energy Supply Association in this proceeding. 

 

Dated:  May 17, 2013 

 

 

       /s/GERARD T. FOX 

       Gerard T. Fox 

 

 

 

 

CERTIFICATE OF SERVICE 

  

 I, Gerard T. Fox, certify that I caused to be served copies of the Initial Brief of Interstate 

Gas Supply of Illinois, Inc. and the Retail Energy Supply Association upon the parties on the 

service list maintained on the Illinois Commerce Commission’s eDocket system for Ill. C. C. 

Docket 12-0569 via electronic delivery on May 17, 2013. 

 

 

 

       /s/ GERARD T. FOX 

       Gerard T. Fox 

 

                               

 

 

 

 

  

 

 

 

 


