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

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

Utility Board (“CUB”). 3 

Q. Please describe your relevant background and experience. 4 

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

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

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

of the Illinois Commerce Commission (“ICC” or “Commission”) and for two years as the 8 

Director of Consumer Affairs in the office of the Illinois Governor.  Since founding my 9 

consulting firm in February, 2008, I have advised clients and written about matters 10 

pertaining to consumer protection, renewable energy, energy procurement, and smart grid 11 

development and deployment.  I was appointed by Senate President John Cullerton to the 12 

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

Energy Innovation Foundation.  14 

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

in dockets 12-0169, 07-0585 and 07-0566.  In partnership with EnerNex Corporation, I 16 

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

2010. 18 

Q. What is your educational background? 19 

 20 
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A. I received a B.A. degree from Washington University in St. Louis in 1973. 21 

Q. What is the purpose of your testimony? 22 

A. The purpose of my testimony is to respond to Ameren Illinois Company’s (“Ameren,” 23 

“AIC” or “the Company”) discussion of the possibility of establishing a Small Volume 24 

Transportation (“SVT”) program for natural gas sales in its service territory and its 25 

request for over $7 million to fund such a program. 26 

 27 

I. SUMMARY OF TESTIMONY 28 

Q. What are your recommendations? 29 

A. I recommend that all identifiable issues associated with SVT be addressed by the 30 

Commission prior to a decision on whether or not to proceed with SVT implementation. 31 

As a threshold question, the Commission should seek evidence of qualitative and 32 

quantitative benefits from SVT, how those benefits would be derived, and how the 33 

projected benefits compare to projected costs of implementation and operation of the 34 

SVT program.  If the Commission decides that SVT for AIC is lawful and in the public 35 

interest, the Commission must address the critical issues associated with consumer 36 

protection in light of experience in other service territories prior to ordering 37 

implementation.  The other issues identified by Ameren witness Mr. Craig Nelson as 38 

lacking consensus during the 11-2082 workshop process, as well as related issues such as 39 

Purchase of Receivables that may be raised by parties to this docket, should also be 40 

addressed prior to SVT implementation   41 
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II. BACKGROUND OF AMEREN’S SVT DISCUSSION 42 

Q. Please summarize Ameren’s SVT stance. 43 

A. In direct testimony by Mr. Nelson summarizing Ameren’s  case for a general rate 44 

increase, Mr. Nelson raises the possibility of initiating an SVT program to allow non-45 

utility firms to market natural gas to residential and small commercial customers.  He 46 

explains that Ameren is willing to implement such a program provided that the Company 47 

gets “clear direction from the Commission” and that its SVT implementation costs are 48 

fully recovered.  These costs are projected by the Company at $7.026 million for 49 

“incremental SVT enhancements to the gas management and billing systems.” 50 

Q. Do you have concerns regarding the introduction of retail gas competition for small 51 

volume customers in the AIC territories? 52 

A. Yes.  While there may be theoretical benefits from being able to choose a gas supplier, 53 

there are also pitfalls for residential and small commercial customers, as we have seen in 54 

other service territories and as discussed herein.  The fact that SVT programs have been 55 

approved for other service territories many years ago does not, by itself, mean that 56 

expansion of SVT to AIC territories at this time is in the public interest.  57 

Q. Is this Docket 13-0192 the first time that SVT has been addressed in an Ameren 58 

proceeding before the Commission? 59 

A. No.  As discussed by Mr. Nelson, in its Order in Docket 11-0282 the Commission 60 

initiated a Staff-led workshop process to engage stakeholders in a consideration of 61 

“whether an SVT is appropriate for the AIC service territories.”  The Commission 62 
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directed AIC to file a petition including “suggested SVT tariffs” (11-2082 Order at 194) 63 

reflecting a consensus among the workshop participants, and in the event of a consensus 64 

not being reached, directed Staff to prepare a summary report.  The workshops were 65 

completed in September 2012; however, to my knowledge, the report on their outcome 66 

has not yet been publicly issued.  Mr. Nelson identifies “three major issues on which 67 

consensus was not reached: (i) consumer protections; (ii) the legality of providing 68 

consolidated billing for natural gas customers; and (iii) the recoverability of expenditures 69 

for  gas billing and management system improvements necessary to support an SVT 70 

program.” 71 

Q. Are the issues identified by Mr. Nelson as lacking consensus among SVT workshop 72 

participants significant? 73 

A. Yes.  The issues of consumer protection and recoverability of utility expenses are crucial 74 

issues that must be addressed before proceeding with SVT.  Other related issues may be 75 

raised, such as the legality and advisability of including a Purchase of Receivables 76 

(“POR”) program and how to structure it and recover its costs.  I recommend that all 77 

identified issues be fully considered and addressed by the Commission before deciding to 78 

move ahead with SVT implementation.  79 

Q. Why is consumer protection a critical issue for the Commission to address before 80 

considering implementation of an SVT tariff? 81 

A. Consumer protection has been a vexing issue in other Illinois SVT programs.  Examples 82 

of misleading and deceptive marketing have been repeatedly identified in the service 83 

territories of Northern Illinois Gas Company (“Nicor”) and Peoples Gas Light and Coke 84 
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Company (“Peoples Gas”).  While no evidence of measurable customer benefits has been 85 

presented to the Commission during the decade of operation of the “Customer Select” 86 

and “Choices For You” programs, numerous complaints by customers have been received 87 

by the Commission, the Attorney General, and by CUB, an organization created by the 88 

General Assembly to “represent and protect the interests of the residential utility 89 

consumers of this State.” (220 ILCS 10/5(1)(a)).  I am aware that CUB and the Attorney 90 

General first filed a case more than a decade ago with the Commission alleging improper 91 

activities by a gas marketer.  The complaint in Citizens Utility Board v. Santanna Natural 92 

Gas Corporation, (ICC Docket No. 02-0425) was dismissed, but the issues raised were 93 

litigated in ICC Docket 02-0441 and the Commission was “deeply troubled by 94 

Santanna’s marketing practices.”  (ICC Docket No. 02-0441 Final Order at 27). More 95 

recently CUB was joined by Citizens Action/Illinois and AARP in another complaint 96 

regarding ongoing misleading gas marketing.  In that case, ICC Docket No. 08-0175, the 97 

Commission found violations by U.S. Energy Savings Corp. including “slamming” 98 

(switching customers’ service from the utility to an alternative supplier without their 99 

consent) and failure to properly disclose prices.  That company remains under an audit 100 

process ordered by the Commission. 101 

I have personally experienced false and misleading claims made during several sales calls 102 

– both telemarketing and door-to-door – by gas salespersons at my home, and I informed 103 

the Commission in 2010 about the specifics of one such occurrence, which is attached to 104 

my testimony as CUB Ex. 1.1.   105 

If SVT is to be introduced in the AIC territories, development of consumer protections 106 

should be considered in light of experience in other service territories. 107 
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Q. How have consumer protections been implemented and enforced in other Illinois 108 

SVT tariffs? 109 

A. Consumer protections are included as “Standards of Conduct” in the tariffs of Peoples 110 

Gas (Riders SVT and AGG) and Nicor (Rider 16).  The utilities themselves therefore are 111 

responsible for initial enforcement of the standards, and if a customer or party believes 112 

the utility is not properly enforcing them, they can file a complaint with the Commission. 113 

Unlike in the Illinois electric industry, where consumer protections are spelled out in the 114 

Administrative Code (see Title 83, Chapter 1, Part 412), standards of conduct embedded 115 

in tariffs puts gas utilities in the position of regulating the conduct and activities of 116 

alternative gas suppliers, a job for which they may be ill-suited.  117 

After more than a decade of operation, these SVT programs in other service territories, as 118 

well as in other states can inform the design of consumer protections for AIC customers, 119 

if the Commission determines that implementation of SVT is in the public interest. 120 

Q. In light of the Commission’s past support for retail gas competition and its approval 121 

of SVT tariffs in other service territories, is there any doubt that an SVT program 122 

should be implemented in AIC territories? 123 

A. Yes.  The Commission recognized this in the Order in Ameren’s last gas rate case, ICC 124 

Docket 11-0282, stating, “the Commission does not intend to prejudge whether and to 125 

what extent a natural gas retail choice program may be appropriate for  AIC.”  Before 126 

considering specific implementation options, the threshold issue for the Commission’s 127 

consideration is whether or not benefits to consumers are likely to result from 128 

implementation of SVT.  That small volume AIC customers will benefit from the option 129 
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to buy natural gas from unregulated providers cannot be assumed at the outset, 130 

particularly given the costs to implement and maintain such a program.  While the 131 

Commission has voiced some support for retail gas competition, there is no statutory 132 

mandate for its implementation, unlike in the Illinois electric industry.  The 133 

Commission’s clear intent is to make a decision about implementation of SVT for AIC 134 

based on evidence of its merits.  The 11-0282 Order instructs the aforementioned 135 

workshop process to consider “whether there would be any benefit to customers from 136 

such a program.”  Particularly in light of the $7.026 million incremental costs projected 137 

by Ameren for SVT, evidence of consumer benefits must precede SVT approval.  138 

Q. Do AIC sales customers purchase competitively sourced natural gas? 139 

A. Yes.  Public utilities like AIC procure gas from the competitive wholesale gas market 140 

using a variety of sources and mechanisms.  Subject to annual regulatory reviews, 141 

utilities execute gas procurement strategies utilizing pipeline storage, injections, and 142 

withdrawals from company-owned storage, competitively bid supply contracts, spot 143 

purchases, and financial hedges designed to provide the lowest possible price to 144 

customers consistent with sufficiency, reliability, and mitigation of price volatility.  Gas 145 

supply customers are provided gas commodity by Ameren at the Company’s cost per unit 146 

of energy, without a markup.  147 

Q. What value could retail gas marketers provide to customers to gain market share 148 

from the utility? 149 

A. Provided that a gas marketer solicits customers without using false or misleading 150 

information or taking unfair advantage of consumers’ ignorance about gas markets and 151 
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pricing, a retail gas marketer could gain market share by acquiring and selling gas at 152 

lower cost than the utility or by offering pricing plans that the utility does not offer.  For 153 

example, a retailer could offer a fixed price for a specified period of time, whereas the 154 

utility supply price changes monthly to reflect varying procurement costs.  However, 155 

because customers have no way to predict future gas market prices, achieving cost 156 

savings from locking in a fixed price is essentially a matter of luck; i.e. in order to save 157 

money one would have to sign up for a fixed price at a time when the market price (and 158 

therefore the utility procurement cost) is above the fixed price offered or is about to go up 159 

(and stay up) for the remainder of the term of the agreement.  Another potential pricing 160 

option from a gas marketer might be an indexed price, fluctuating monthly and tied to the 161 

market price.  A price indexed to the wholesale market would likely fluctuate over time 162 

to a greater degree than the utility supply price, which, as discussed above, includes 163 

hedges to reduce price volatility.  In all cases, the retailer must offer prices that are 164 

sufficient to cover its costs of marketing costs, which a public utility does not incur.  This 165 

makes it challenging for a gas retailer to provide long-term gas commodity savings for 166 

small volume customers.  167 

Q. Has Ameren attempted to quantify or describe projected benefits of an SVT 168 

program in its territory? 169 

A. No.  In his Direct Testimony, Mr. Nelson addresses only the issue of costs, not benefits.  170 

That omission makes it incumbent upon parties who support the implementation of SVT 171 

to offer evidence of its benefits so that the Commission can make a determination as to 172 

whether or not implementation of SVT in the AIC territories is in the public interest. 173 
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Q. How would the SVT costs be recovered? 174 

A. The quantifiable costs Ameren has projected for SVT implementation have been included 175 

in the Company’s future test year, meaning that Ameren would recover them from all 176 

customers, whether they were to participate in the SVT program or not.  177 

Q. If an SVT program were implemented, should its costs be shared among all 178 

residential and small commercial customers? 179 

A. Only if evidence demonstrates that it is in the public interest and that customers benefit 180 

from the option of participating in the SVT program.  Such “socialized” cost recovery is 181 

not just and reasonable without a showing of concomitant benefit.  Proponents of SVT 182 

implementation should provide evidence as to a) why and how SVT will provide benefits 183 

to customers b) how quantifiable benefits compare to projected SVT costs and c) how an 184 

SVT program would benefit non-participants.  185 

 Q. Does this conclude your direct testimony? 186 

A. Yes. 187 


