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A .  

111. 

Q. 

A. 

INTRODUCTION 

Please state your name and business address. 

Kevin 1%’. Kirby, Nicor Gas Company (‘“icor Gas’’ or the “Company”), 1844 Ferry 

Road, Napewille, Illinois 60563. 

Are you the same Kevin W. Kirby who submitted direct testimony on behalf of 

Nicor Gas in this Docket? 

Yes. 

PURPOSE OF REBUTTAL ‘IESTII\IONY 

What is the purpose of your rebuttal testimony? 

The purposes of m y  testimony is to respond to the direct testimony of Illinois Commerce 

Commission (the “Commission” or ”ICC“) Staff witnesses Dianna Hathhorn, Burma 

Jones, Christopher Boggs and Peter Lazare; the Office of  the Illinois Attorney General 

(“AG”) and Citizens Utility Board (“CUB”) (collectively “AG/CUB”) witnesses David 

Effron and Scott Rubin; and Vanguard Energy Services TVES’) witness Neil Anderson. 

SUMMARY OF CONCLUSIONS 

Please summarize your conclusions. 

1 conclude the following: 

The upward trend in the amount of charge-off reflects the Company’s experience 
over the last several years: that economic conditions, when coupled with the 
historic highs and volatility in gas costs, results in increased charge-off and a 
corresponding increase in uncollectible expense. This upward trend has proven 
resistant to improvements in collection efforts. 

. Opemting Expenses, including thosc includcd in .Account 903 - Customn- 
Records and Collections Expense. are prudent and reasonable. Among the 

Nicor Gas Ex. 21 .O 
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Q. 

A. 

expenses included in Account 903 are those attributable to the increase in postage 
related to Nicor Gas’ elimination of the summer billing program. Expenses from 
Nicor Gas’ participation in the Salvation Army “Sharing” program should be 
allowed as a legitimate Charitable Contribution. The “Sharing” program has 
proven effective at helping customers who have diEculty paying their bills, and 
the Company’s participation in the program also supports its efforts in controlling 
uncollectible expense. 

Nicor Gas is committed to controlling customer charge-off, as demonstrated by 
the effectiveness of its debt collection practices and continued initiatives designed 
to assist its customers in paying their bills. 

. The elimination of the Summer Billing Program and hi-monthly billing program 
is essential to thc success of the Day Sales Outstanding YDSO”) reduction 
projcct, reducing DSO by 10 days and to achieving the cash working capital 
savings, the substantial benefit of which is included in rate base. 

. VES witness Anderson proposcd modifications to Nicor Gas’ practices should be 
rejected: because the Company’s current systems cannot effectively accommodate 
upcn iinbal;nicc trading ofgns in storage for Transpoitation customers. 

. The analysis of consumption data perfonncd by AGiCUB witness Rubin is fatally 
flawed, and Mr. Rubin‘s resultant dcrived from conclusions Nicor Gas’ customer 
count must be rejected. 

ATTACHMENTS TO REBUTTAL TESTIMONY 

Please identify the exhihit(s) attached to your rehuttal testimony. 

1 am sponsoring the following exhibits: 

Nicor Gas Ex. 21 . I  is a chart illustrating the trend in charge-off over the last 
I years; 

Nicor Gas Ex. 21.2 is a report on the Nicor Gas Sharing program as administered 
by the Salvation Anny; 

Nicor Gas Ex. 21.3 documents Nicor Gas‘ “Billing Every Customer Every 
Month’’ program, or “BECEM,“ which is the nickname conferred upon the 
Company‘s elimination of thc Summer Billing program and hi- monthly program. 
Exhibit 21.3 was provided in response to data request Staff CB 2.05; 
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e Nicor Gas Ex. 21.4 documents additional credit and collection efforts, and was 
provided by the Company in response to data request Staff DLH 18.02; 

0 Nicor Gas Ex. 21.5 explains improvements and changes to our credit and 
collections procedures, and was provided in response to data request AG 3.56(c) 
as Exhibit 2; and 

. Nicer Gas Ex. 21.6 is a comparison ofNicor Gas’ charge off as a percent of 
revenue to other Midwest utilities. 

UNCOLLECTIBLE EXPENSE AND CHARGE-OFF 

Hale you read the testimon) of AGKUB witness Rlr. Effron? 

Yes. My testimony will address those parts of Mr. Effron’s testimony in which he 

disputes the Company‘s projected test year uncollectible rate of 2.25% and the rate of 

charpoffupon \rliich the forecasted uncollectible rate depends. (Effron Dir.. A G K U B  

Ex. I .0; 22:30-25:3). Specifically, my testimony addresses the level of charge-off 

experienced by the Company and used to forecast the uncollectible rate. 

Do you agree with Rlr. Effron regarding his determination of the Company’s 

uncollectible accounts rate? (Effron Dir., AG/CUB E x .  1.0,24:4-25:3). 

No. Mr. Effron‘s contention that the Company inappropriately assumed an upward trend 

in charge-off for 2008 and 2009 is just plain wrong and he provides no support for his 

contention. As discussed in my direct testimony, my responsibilities include the 

Company‘s credit and collections fimction; therefore, I am very familiar with the 

management, collection and tracking of charge-off and overdue accounts receivables. 

The Company’s forecasted charge-off is entirely appropriate based upon my experience. 

The direct testimony of Mr. Jim Gorenz addresses the methodology the Company uses in 

3 Nicor Gas Ex. 21 .0 
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calculating the uncollectible expense rate from the level of Company charge-off 

(Gorenz Dir., Nicor Gas Ex. 11.0,22:471-79). 

Does Nicor Cas expect the rate of charge-off to increase? 

Yes. The rate of charge-off has increased over the past seven (7) years; and 1 fully expect 

the rate to continue increase in the future, despite the Company’s aggressive collection 

activities. Nicor Gas Exhibit 21.1 to my testimony is a chart that documents the trend 

and forecasted estimate of charge-off. The continued increase in the rate of charge-off is 

attributable to volatile and continued high gas costs, combined with the downward trend 

of the economy, including thc growiny level of mortgage foreclosures. It has been my 

obscr\atioii that these factors create a “cumulative effcct“ on the levcis of customer 

charfe-oK This i s  evidenced through the continued rise of charge-off year over year 

since the volatility and historical highs in gas costs began earlier this decade. 

What is charge-off and how does it relate to Uncollectible Expense? 

Charge-off is the write-off of past due accounts receivable that are determined to be 

uncollectible. The amount of charge-off is used by the Company’s accountants in 

determining the appropriate Uncollectible Expense, as described in the direct testimony 

ofMr. Gorenz. (Gorenz Dir,> Nicor Gas Ex. 11 .O, 22:471-79). 

Please explain what you mean when you refer to the “cumulativc effect” of volatile 

and sustained high gas costs? 

It has been my experience that a number of customers with receivables that end up as 

charge-off have carried a balance over several years. Higher and often fluctuating gas 

costs contribute to and exacerbate this effect. In many cases, a customer becomes past 

4 Nicor Gas Ex. 21 .O 
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due because the amount of the bill is higher than expected as a result of higher gas costs. 

The customer attempts to work through paymcnt plans and utilizes other rights available 

under Part 280 ofthe Illinois Administrative Code. Many customers use deferred 

payment plans and other legal means as provided under Part 280 to defer disconnection. 

Once the winter sets inl the disconnect moratorium, as required by Part 280, prevents the 

Company from disconnecting the customer through the winter. When the following 

spring amves: the custoiner may attempt to continue to defer disconnection, but at some 

point is likely to be disconnected. At this point. the customer’s uncollectible balance has 

gown. A second factor that contributcs to this “cumulative effect“ is the reconnection 

program as provided by Part 280. A customer who has been disconnected has the right to 

rctuin to service in thc fall by paying 1’3 of h i t  c ~ i ~ t ~ i n e r ‘ ~  oiitstanding balance and 

entering into payment arrangements for the remaining balance. Many of these customers 

fail to complete the deferrcd payment arrangements. By the time the customer defaults, 

the winter moratorium has arrived, and the customer avoids disconnection until the 

following spring, where once again, their uncollectible balance has increased. 

11 6 Q. 

117 

118 

Why does Mr. Effron’s analysis, which looks to charge-off rates in 2006 and 2007, 

provide an inadequate picture of the bad debt climate that the Company is 

experiencing? (Effron Dir., AGKUB Ex. 1.0,24:4-17). 

119 A. 

I20 

121 

122 

Mr. Effron‘s calculations, which purport to provide a “more than adequate’’ 

representation of any trend in charge-off or bad debt by looking to 2006 and 2007 (Effron 

Dir., AG/CUB Ex. 1 .O, 24: I 1  -1 7). ignorc the ongoing “cumulative effect” of volatile and 

historically high gas costs and the realities of the current economic climate. 
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139 

140 A. 

141 
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143 Q. 

144 

Do you have any reason to believe that the upward trend in the charge-off rate will 

end in the near future? 

No. In fact, the Company's currcnt projections suggest that the number of charge-off and 

amount ofbad debt will continue to increase, and that the 2.25% rate assigned to 

uncollectible expensc is reasonable. 

Mr. Effron states: "[ilt is true that the actual charge-off rate (the net charge-off 

divided by revenues) of 2.03% in 2007 was higher than the rate in recent years. 

However, I do not believe that the cxpcrience in any particular single year definitively 

establishes the existence o f a  trend." (Effron Dir., AGlCUB Ex. 1 .O: 23:?-10). 

Mr. Effron suggests that "thc 2007 experiencc was such an outlier compared to other 

recent years." (fd> Zi:l6-I 8). Yli-. Effron ignores the impact ofthe poor economy and 

the "cumulative cffectl' of volatile and sustained higher gas costs that have continued in 

2008. Nicor Gas Exhibit 2 I .  I demonstrates the long-term trend of increased charge-off 

attributable to volatile and increasingly higher gas costs. 

Staff witness Diana Hathhorn addresses the uncollectible expense rate as well. 

(Hathhorn Dir., Staff Ex. 2.0,10:223-11:239). Do you agree with her testimony on 

this issue? 

Like the testimony of Mr. Fffron, Ms. Hathhorn's testimony is premised upon some 

assumptions regarding the level of charge-off and uncollectibles that are contradicted by 

the Company's experience. 

What assumptions does Ms. Hathhorn make regarding charge-off and uncollectible 

expense? 

6 Nicor Gas Ex. 21 .0 
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Like Mr. EfEon, Ms. Hathhom does not hlly recognize the upward trend in bad debt and 

charge-off that has been experienced by the Company. Ms. Hathhorn proposes to reduce 

the uncollectibles rate to 2.02%, a rate which Ms. Hathhorn states "is appropriate to 

address the Company's concerns regarding economic uncertainty and gas markets since it 

is nearly identical to the 2008 rate which includes a provision to increase gross-charge 

offs, which directly affect uncollectibles expense, for a contingency factor due to the 

weakened economy and higher cost of natural gas." (Hathhom Dir., Staff Ex. 2.0, 

11 :232-39, referring t o  the Company's responses to DLI-I 15.01 and DLH 21.02). This 

recommendation docs not account Tor the vel-y real and worsening trend that we have 

seen over the past seven (7) yea]-s in charpoff  and the "cumulative effect" on 

customers' balances resulting fi-om increased gas costs. 

OPERATING EXPENSES 

AGKUB witness Effron's testimony addresses several areas within the Company's 

operating expenses that he suggests should be adjusted. (Effron Dir., AGKUB 

Ex. 1.0,26:4-27:12). Are you familiar with this testimony? 

Yes. Mr. Effron's recommended adjustments include a significant decrease in the 

forecast of expcnses charged to Account 903: Customer Records and Collections. As 

Mr. Effron notes, this account includes costs associated with customer billing, 

accounting, collections, and records. (Id., 26:8-9). 1 am responsible for the Executive 

leadership of these functions within the Company. 

7 Nicor Gas Ex. 21 .O 
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183 Q. 

184 A. 

185 

186 

Do you agree with Mr. Effron's recommendations concerning Account 903? 

No. Mr. Effron questions the forecasted increase for the test year, stating that the 

forecasted expense level represents an increase of 25% over the actual expense incurred 

in 2007. (Effron Dir,, AG/CUB Ex. 1 .O, 26:14-16). Mr. Effron does acknowledge that a 

large portion of this increase appropriately stems from the increase in postage related to 

Nicor Gas' elimination ofthe summer billing program as described in my direct 

tcstimony. (Kirby Dir., Nicor Gas Ex. 6.0: 9:181-91). 

Mr. Effron states that "annual growth of 5% per year should be more than 

adequate to allow l o r  inflation and nonnal system growth froin 2007 to 2009." (Effron 

Dii-.. ..\(;/CUB Ex. I .O, 27:J -3). klr. Effron provides no suppoTt for this statement, and 

no discci-nable basis for his opinion that 5% is an appropriate increase. Nor does 

Mr. Effron offer any suggestions addressing what services or activities related to 

customer billing, accounting. collections_ and records should be eliminated. 11 should be 

noted that Nicor Gas has a long history of being very efficient and cost effective. As 

stated in the direct testimony of Mr. D' Alessandro, Nicor Gas ranks number one as 

having the lowest cost O&M & Administration & Sales & Customer cxpense per 

customer, including uiicollectible expense (Account 904). (D' Alessandro Dir., Nicor Gas 

EX. 3.0, 12:241-54). 

What operations are included in the expense categories of Account 903? 

There are six major operations that are included in the expense categories of Account 

903. These include Field Operations Dispatching; Credit, Collections, Field Collections 

and Remittance; Customer Contact, Call Center, Coi-respondence and Training; 



187 

188 

189 

190 

191 

192 

193 

194 

195 

196 
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198 

Q. 

A. 

Q. 

A. 

Corporate Postage; Billing Services, Gas Transportation, Quality Assurance and 

Miscellaneous Administration; and Vehiclc Costs and Fuel. 

How have the major expense categories in Account 903 changed for the 2009 test 

year as compared to 2007? 

The table below highlights the changes in the major expense categories in Account 903: 

Expense Category 

Field Operations Dispatching 

Credit, Collcctions, Ficld Collections and 
Remittance 

Customer Contact, Call Centt-r, 
Correspondence and Training 

Corporate Postage 

Billing Services, Gas Transportation, 
Billing Quality Assurance and Misc 
Administration 

Vehicle Costs and Fuel 

Total 

2007 
$ M A 1  

$2.01 

$6.58 

$8.43 

$6.90 

$4.34 

S1.84 

$30.10 

2009 
$MR1 

$2.31 

$8.15 
___ 

Difference 
$MM 

$0.30 

$1.57 

$1 .I6 

$9.20 $2.30 

$5.27 $0.93 

$2.52 $0.68 

$37.64 $7.54 

What are the reasons for the increase in Account 903, Field Operations 

Dispatching? 

The increase of $300,000 to Field Operations Dispatching is due to the necessary addition 

of one (1)  management resource, payroll increases for the current staff and an increase in 

clerical overtime hours to support field efforts. Denial ofthis critical expense will result 

in degradation of field response times and customer response. 

9 Nicor Gas Ex. 21 .0 
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Q. 

A. 

Q. 

A.  

What are the reasons for the increase in Account 903, Credit, Collections and Field 

Collections and Remittance? 

The increase of approximately $1,570:000 to credit, collections and field collections and 

remittance includes additional headcount of six (6), and additional contractor and 

administration expense. This increase is critical to support the various programs and 

actions necessary to control the increase in charge-off and to process customer payments, 

as explained in detail below. and as stated in my direct testimony (Kirby Dir.> Nicor Gas 

Ex. 6.0, 18:382-409). Denial ofthis expense will result in a degradation ofthe 

Company's ability to slo\v thc increase i n  charge-off and will result in highcr 

uncollectible cxuense. 

What arc the reasons for the increase in Account 903, Customer Contact, Customer 

Call Center, Customer Contact Training and Customer Correspondence? 

The increase of approximately $1,760,000 in  cxpense for customer contact, customer 

call center, customer contact training and customer correspondence activity is critical to 

provide appropriate customer service to the Company's 2.2 million customers. 

Fluctuating and increasingly high gas costs result in more customer calls, e-mails, billing 

inquires and correspondence. and this trend is expected to continue. Increased credit and 

collection activities also result in morc customer calls, Correspondence and transactions. 

This expense includes fifteen (1 5 )  in additional headcount needed. Of this expense, 

approximately $1,400,000 of the $1,760_000 increase is due to higher contractor costs. 

Of this increase in contractor costs, approximately $725,000 is due to a higher cost per 

call ($2.82 vs. $0.95) and approximately S675,OOO is due to more calls being handled by 

the contractors. The conti-actcd price per call olS2.S2 is less than Nicor Gas' intcnial 

10 Nicor Gas Ex. 21 .0 



222 

223 

224 

225 

226 
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228 A. 

229 

230 

231 

232 

233 
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236 Q. 

237 

238 

239 A. 

240 

241 

242 

243 

cost per call of approximately $3.00 and is a prudent expenditure, especially when call 

volume is higher due to volatile and increasingly high gas costs. 

PIpproximately $360,000 of the approximately $ 1,760,000 is required for 

additional labor, training, supervision and telecommunications expense. Denial of this 

critical expense will result in degradation of customer service response times. 

What are the reasons for the increase in Account 903, Corporate Postage? 

The additional $2,300,000 in corporate postage is necessary for Nicor Cas to mail utility 

hills, collection letters and other customer correspondcnce. Postage is a significant 

expense for Nicor Gas. As Mr. Effion identified. there is an increase attributable the 

additional postage expense for the elimination of the summer and bi-monthly billing 

program. Of this approximately $2,300,000, approximately S 1,500,000 is due to thc 

additional postage needed for the elimination ofthe summer and hi-monthly billing 

program. The United Stated Postal Service has increased postage rates since 2007, which 

accounts for approximately $800,000 in expense. 

What are the reasons for the increase in Account 903, Billing Services, Special 

Services, Gas Transportation, Billing Quality Assurance and Miscellaneous 

Administration? 

The increase of approximately $930.000 in expense to billing services, special services, 

gas transportation, hilling quality assurance and miscellaneous administration is 

necessary to support Nicor Gas' hilling function. Increases include additional headcount 

of three (3) and additional expense for eliminating the summer hilling program and 

implanting the new hill format as dcscrihed in my direct testimony. (Kirby Dir., Ex. 6.0. 
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245 

246 

247 
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9:192-94). These programs require additional expense for printing, material and handling 

ofthe additional bill volume and the new larger bill format. Also included in this 

expense category i s  project management expense for the various process improvement 

projects, including theDSO project. Denial ofthese expenses would not allow the 

Company to capture the substantial benefit ofthe DSO project on the reduction of cash 

working capital, which is already included in the rate base. Further, the Company should 

be allowed to recowr its prudent and reasonable expenscs incurred in the elimination of 

the summer billing program, elimination ofhi-montllly billing and the implementation 

new bill format. 

253 Q. \I'hat are the reasons for the increase in Acconnt 903, Vehicle Costs and Fuel? 

254 A. 

255 Customer Care function. 

'The increase ofapproxiinately $680,000 is for the increasc In file1 and \jehicle cost for the 

256 Q. 

257 Customer Records and Collections? 

What is your conclusion regarding the requested expenses for Account 903, 

258 

259 

260 

261 

A. Mr. Effron's proposed adjustment to Account 903 should be rejected. These Account 

903 expenses are prudent and necessary for Nicor Gas to continue to provide customer 

service, timely and accurate utility billing, aggressive and effective credit and collection 

practices and projects to reduce DSO. 

262 Q. 

263 

264 with her recommendations? 

Staff witness Burma Jones recommends adjusting a number of expenses relating to 

Charitable Contributions. (Jones Dir., Staff Ex. 3.0,7:126- 8:159). Are you familiar 

12 Nicor Gas Ex. 21.0 
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286 

281 

A. 

Q. 

A. 

Yes. Among Ms. Jones' recommendations is a proposed adjustment to contributions to 

the Salvation Army - Chicago. (Id., 7:126-34). 

Do you agree with Ms. Jones proposed removal of contribution to the Salvation 

Army - Chicago? (Jones Dir., Staff Ex. 3.0, 8:I35-43). 

No. I do not agree with the proposed reduction to the Salvation Army ~ Chicago. This 

donation supports the Nicor Gas Sharing program, which is administered by the Salvation 

Army. Nicor Gas Sharing has been a long-standing program that assists customers 

experiencing financial challenges. especially low-income customers who do not qualify 

for Federal Energy assistance (L11 IEAP) with payment of their gas bills. Interestingly: 

A G K U B  witness Mr. Rubin opines in his testimony that Nicor Gas does not do enough 

to assist low-income customers. (Rubin Dir.? AGK'UB Ex. 2.0. IO:222-28). Yet, 

Ms. Jones proposes that the contributions should be denied. 

The Sharing Program further benefits customers by encoura&ng and rewarding 

responsibility. Sharing requires the customer to make a partial payment on their past due 

balance before Sharing issues the grant. An average of approximately 2,000 customers 

annually receive a Sharing grant. In many cases, these grants allow the customer to get 

their gas service reconnected after it has been tcrminatcd for non-payment. Senior 

citizens on fixed incomes are a particular group of customers who benefit from Sharing 

because customers over the age of 65 as well as disabled customers receive a larger grant. 

Nicor Gas Exhibit 21.2 shows the number of customers who have benefited from 

Sharing, as well as the financial assistance provided. 

Over that last five years, customer donations to the program have declined, most 

likely due to the higher cost of natural gas; while the need amongst our financially 

13 Nicor Gas Ex. 21 .O 
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310 

challenged customers has grown. Ms. Jones opines that this is a matching program and 

that ratepayers would be paying twice. (Jones Dir., Staff Ex. 3.0, 8:414-43). She is 

mistaken for three reasons. First, Nicor Gas is committed to financially supporting the 

Sharing program regardless of customer donations. In fact, through August of 2008, 

Nicor Gas has already pledged more than $1 83,000 in donations to the Salvation Army 

for Sharing, while customer donations have only reached approximately $S 1,000. The 

projected 2008-year end donations from customers are not expccted to exceed an 

estimated $125,000. Second, the customer and employee donations are voluntary. 

Customers and Nicor Gas employees donate to Sharing for philanthropic reasons and a 

desire to assist fcllow Northern Illinoisans who are in need, just as a customer may 

support other charities that Nicor Gas ma?; coincidentally support. A Lhiiil point missed 

by Ms. Jones is that Sharing grants given to Nicor Gas customers reduce past due 

balances which reduces uncollectibles. This, in turn, benefits ratepayers. Additionally, 

in the recent Peoples Gas rate case: there was no adjustment made to Peoples Gas’ cost of 

service for Charitable Contributions. Peoples Gus, Docket No. 07-0241 (consol.). Order 

(Feb. 5,  2008). Peoples Gas’ Charitable Contributions included a program called “Add- 

a-Dollar” or “Share the Warmth,” which is its own matching program with the Salvation 

Army, similar to Nicor Gas’ Sharing program. Schedule C-7 of Peoples Gas‘ Palt 285 

filing identified contributions to Share the Warmth totaling $400,000. Id. $ 285.3070, 

Sch. C-7, p. 11-13, fn. 3 (filed March 9,2007). 

Q. What is the planned donation to the Salvation Army in 2009? 

A. The amount budgeted for support of Salvation Army Sharing is $220,000. The planned 

donation for 2009 i s  $1 75,000 and the balance of$45,000 is an administration fee to 

14 Nicor Gas Ex. 21.0 
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333  

VII. 

Q. 

A. 

assist the Salvation Army with administering the program. The Salvation Army donation 

should not be disallowed as Ms. Jones suggests. 

BI-MONTHLY BILLING PROGRAM. 

In the direct testimony of Christopher Boggs, Staff recommends disallowing the 

elimination of the hi-monthly billing program because the Company’s proposal is 

unsupported. (Boggs Dir., Staff Ex. 8.0,15:288-303). Do you agree with this 

recommendation? 

No, I do not agree with Mr. Boggs recommendation ageinst allowing the elimination of 

the bi-monthly billing pi-ogram. MI-. Boggs acknowledges that his recoininendation to 

disallow the removal of the bi-monthly hilling program from the Company’s tariffs m a y  

be subject to rcconsideration if the Company’s response to data requests and rebuttal 

testimony provides support for its proposed elimination of the program. (Boggs Dir.> 

Staff Ex. 8.0, 15:293-303). Because the Company has explained and supplemented its 

proposal as described in my direct testimony, Mr. Boggs should reconsider his 

recommendation and allow the tariffbooks to be amended to reflect the elimination ofthe 

bi-monthly billing program based. 

The bi-monthly billing program is described in my direct testimony (Kirby Dir.. 

Nicor Gas Ex. 6.0, 9:181-91). and in response to data request number CB 2.05 (Nicor Gas 

Ex. 21.3). In his direct testimony, Mr. Boggs states that it should be disallowed because 

the program was “rarely utilized.” (Boggs Dir., Staff Ex. 8.0: 15:290-94). This is not 

true. Every summer since this program was implemented, a majority of our residential 

and small commercial customers were placed into what was called “summer billing.’’ 

where these customers received I0 bills a year instead of 12: two hills over the summer 

I S  Nicor Gas Ex. 21 .0 
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months, covering 60 days each. Customers did have the option of opting out. but most 

customers did not avail themselves of this option. As described in Nicor Gas Exhibit 

2 1.3, when gas costs were low, this was a cost-effective p ropdm With sustained high 

gas costs. this progTarn became a source of customer dissatisfaction as the 60 day bills 

were much higher than in the past. 

Another part ofthe bi-monthly billing program was the budget plan. Under this 

program, budget plan custoniers received six hills a year, with two payment stubs in each 

envelope, one payment due i n  2 1 days, and the othcr due the following month. There 

was not an option available for customers to opt out ofthis program. This led to 

customer confusion. Eliminating hi-monthly billing helped simplify billing for the 

customel-s, assisted customel-s during theses timcs of high gas costs. and aligned Nicor 

Gas' billing frequency with that of all of the other regulated utilities in the state. 

As noted above, a majority of the Company's customers were served under the 

program, so it certainly was not unpopulated or rarely utilized. "Customer 

Dissatisfaction" may be a more precise term for describing the customers' reactions to 

large, consolidated gas bills and confusing billing intervals. As Mr. Boggs noted, at the 

time he prepared his direct testimony, he had yet to review supporting documentation that 

he had requested of the Company pursuant to data request. (Boggs Dir., Ex. 8.0, 15:300- 

03). The information provided since the filing of Mr. Boggs's testimony fully supports 

the discontinuation of the bi-monthly billing program and the removal of the program 

from the Company tariffs. 

As discussed in my direct testimony, elimination of the summer billing program 

and bi-monthly billing progi-ain is essential to the success ofthe DSO reduction project, 

I6  Nicor Gas Ex. 21 .O 
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in reducing DSO by 10 days, and to achieve the cash working capital savings included in 

359 VIIJ. NICOR GAS’ COLLECTION EFFORTS 

360 Q. 

361 Ex. 7.0). 

Have you read the testimony of Staff witness Peter Lazare? (Lazare Dir., Staff 

362 A. 

3 63 

364 64). 

Yes. I have reviewed Mr. Lazare’s testimony, in which Mr. Lazare questions Nicor Gas’ 

commitment to address i ts  uncollectibles problem. (Lazare Dir.. Staff Ex. 7.0. 13:246- 

365 Q. Is Nicor Gas committed to reducing its uncollectibles? 

366 

367 

368 

369 

370 

371 
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371 

378 

,A. Absolutely. Mr. Lazare’s testimony on this subjcct is simply wl-ong. Vicor Gas has had 

a long-standing practice of being operationally efficient, including controlling 

uncollectibles. As noted in Mr. D’Alessandro’s direct testimony (D’Alessandro Dir., 

Nicor Gas Ex. 3.0, 12241-54), benchmarking studies show that Nicor Gas routinely 

ranks number one in lowest operating expense per customer, including customer care 

(Account 903) and uncollectible expense (Account 904). I do not agree with Mr. Lazare 

that we have not increased our efforts to address rising uncollectibles. Quite to the 

contrary, Nicor Gas has been extreinely aggressive over the years in implementing 

additional processes and programs to increase collections and reduce the rate of increase 

in past due uncollectibles. Many of these improvements are described in my direct 

testimony. (Kirby Dir.> Nicor Gas Ex. 6.0: 18:383-19:404). The Company’s collection 

initiatives were also described in the Company’s data request responses, included with 

this testimony as Nicor Gas Exhibits 2 I .4 and 2 1.5. Mr. Lazare points to one metnc- 
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400 

Q. 

A. 

Q. 

A .  

disconnections-and incorrectly draws the conclusion that because less disconnections 

occurred in 2007 that Nicor Gas has not being effective in collection efforts. 

What role do disconnections of service for non-payment play in the Company’s 

collection efforts? 

Disconnection of gas senice for non-payment is one of many tools utilized by utilities in 

the control of customer charge-off and prior to the advcnt of new technology was one of 

the only tools available. 

What is the Company’s responsc to hlr. Lazare’s conclusion regarding the impact 

of the number of the Company’s disconnections on charge-off! 

Mr. Lazare misses the point and his conclusion does not squarc with operating r-ealities. 

Disconnection of gas service due tn non-payment docs not guarantee collection of the 

debt. In fact, on averagc, 30% to 35% ofaccounts that arc disconnected for non- 

payment, never pay their past due amount and end up charging off as uncollectible. As 1 

previously described, the “cumulative effect“ increases a customer’s final balance, and as 

stated in my direct testimony, charge off often occurs when a customer moves away and 

fails to pay their final balance. (Kirby Dir.: Nicor Ex. 6.0, 16:34348). In addition, there 

is a rising trend in customers filing for h a n h p t c y  protection, which results in their past 

due balance immediately being charged off, thus increasing uncollectibles expense. 

The primary objective in controlling uncollectibles is to get the customer to pay 

their past due balance. In mid 2006, as a result of new capabilities under the Customer 

Care & Billing system (“CC&B) that went into usc in April of2006, Nicor Gas began to 

implement a series of automated phone campaigns, as noted in my direct testimony and 

18 Nicor Gas Ex. 21 .O 
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as acknowledged by Mr. Lazare. (Lazare Dir., Staff Ex. 7.0, 13:266-14:272). These 

campaigns target customers in the various stages of the collection process. Each call 

allows the customer the opportunity to press a key and be automatically connected to our 

payment vendor, who is able to take immediate payment by credit card or electronic 

check. A final call is made right before disconnection. This new program increased 

collections and reduced the need to disconnect some of the customers that we would 

have been forced to disconnect in the past. Since inception, we have performed more 

than 4,240,000 automated telephone contacts and collected over S 195,600,000 in past due 

balances. 

Disconnecting a customer for non-paynent is thc Company's last resort. 

Disconnection is very costly, and ideally. the Company only wants to discoiiiiect if it is 

believed that there is a high likelihood that a customer will not pay their balance. 

Conversely, convincing a customer to pay thcir past due balance prior to disconnection is 

very cost effective and a good business practice. 

Have there been any other technological improvements resulting from the new 

CC&B system related to disconnections for non-payment? 

Yes. The new CC&B system also allowed the installation of technology that has 

improved our effectiveness in identifying customers who are at a higher risk of not 

paying their balance. We began to phase in this technology in early 2008. This has 

provided us with a targeted list of higher risk customers. With this risk identification 

process in place, we are able better identify a customer who is most likely not going to be 

enticed to make a payment. This has resulted in the higher risk eustomcrs being 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

disconnected sooner, which puts less past-due billings at risk, and reduces charge-off and 

uncollectible expense 

What are  the Company’s forecasted disconnection numbers? 

Through August of2008 Nicor Gas has disconnected 67,300 customers for non-payment. 

We estimate we will disconnect almost 80,0000 by year‘s end and will most likely have 

to disconnect well over 80,000 customers in 2009. 

Have any other recent programs been implemented that serve to demonstrate Kicor 

Gas’ commitment to controlling charge-off? 

Yes. Another significant improvement recently implemented is a program to increase 

recoveries from customers who voluntarily disconnect thcir s e n k c  when moving out of a 

premise. This program involves using a credit score from Experian and then utilizing 

different collection methods based on the customer‘s risk profile. Early I-esults are 

promising. 

Criticism similar to Mr. Lazare’s can be found in the testimony of Mr. Scott Rubin. 

(Rubin Dir., AGKUB Ex. 2.0, 10929-11:241). Mr. Rubin suggests that the 

Company has insufficient programs to help low income and payment troubled 

customers, and should evaluate and revise its customer assistance programs as a 

means of controlling uncollectible expense. (Id.). Do you agree with Mr. Rubin’s 

contention? 

I do not agree with MI. Rubin’s opinion that the increase in charge-off and resulting 

uncollectibles is due to Nicor Gas not doing enough for low income customers. 

W. Rubin’s arguments arc wrong for se\wal reasons. First, Mr. Rubin assumes that 
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rising uncollectibles are solely due to low income customers. (Id., 10:222-35). This is 

just not true. As previously stated, a sibmificant part ofuncollectibles is due to customers 

who move away and fail to pay their entire bill. Many, if not most, of these customers 

would not be considered “low income.” In addition, customcrs who file for bankruptcy 

protection tend to have incomes well above the poverty level. I am not an economist, but 

my experience leads me to believe that many customers who are in foreclosure, and who 

stop paying their utility bills, also may not be considered low-income customers either. 

Secondly, I disagree with Iclr. Rubin‘s suggestion that \vc have few programs for 

assisting low income or payment-ti-oubled customcrs. (Id.). The Nicor Gas Sharing 

program, which is administered by the Salvation .4rmy and is discussed above. is a long- 

standing program that assists customers with financial challenges, and espccidly those 

customers who e m  just a little too much income to quality for Federal Energy 

assistance. Nicor Gas Exhibit 21.2 shows the number of customers who have benefited 

from Sharing. Nicor Gas and its employees have a long history of caring for the local 

community by supporting programs such as Salvation Army Sharing, the United Way, 

March of Dimes and Volunteer day. 

Nicor Gas was the first utility in Illinois to take extra proactive sttps to infonn 

and encourage customers who are eligible for Federal Energy Assistance and 

reconnection programs to apply for them. Not only does Nicor Gas mail a letter to each 

eligible customer, but also we take the extra step of making phone Calls to previous 

recipients ofassistance. This insures that any customer eligible for assistance is aware of 

the programs available to them. 
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How does Nicor Gas compare to its peers in terms of Collections success? 

As previously stated, and as demonstrated in Mr. D‘ Alessandro’s direct testimony, Nicor 

Gas ranks number one in having the lowest operating costs per customer including 

expense for uncollectibles. This encompasses Customer Expense account 90300 and 

uncollectibles expense account 90400. When you compare Nicor Gas to other Midwest 

gas utilities, Nicor Gas has lower uncollectibles as a percentage ofrevenue for the years 

2006 and 2007, as illustrated in Nicor Gas Exhibit 21.6. 

Over all, I believe Nicor Gas is extrcmely effective in controlling the rise in 

uncollectibles in spite of the external challengcs ofa  worscning economy and \,olatilc and 

sustained high gas costs and does a better job than  othci- Midwest gas companics. 

Accordingly, the criticisms of Messrs. Lazarc and Kubiii f d  to square with thc 

Company’s actual operations. 

TRANSPORTATION CUSTOMER RECOMMENDATIONS 

What is the role of Customer Care in the provision of services to Transportation 

customers? 

The Gas Transportation Customer Service Center i s  a department under the responsibility 

of the Vice President of Customer Care. Services that are provided to Transportation 

customers include contract handling, nominations, and billing inquires. A request to 

transfer excess storage gas or to add an account to a group is a typical of a transaction 

that Gas Transportation would handle for a transportation customer. 

Have you reviewed the testimony of one of Nicor Gas’ transportation customers, 

Vanguard Energy Services? 
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Yes. VES witness Anderson recommends requiring Nicor Gas to expand imbalance 

trading, "permitting customers to openly imbalance trade their gas in storage. 

(Anderson Dir., VES Ex. 1 .O. 4:44-5 I ) .  

.. 

Do yon support Mr. Anderson's recommendation? 

No. The complexities of billing the Gas Transportation groups would significantly 

increase with the addition of storage transfers. lmplenienting this recommendation would 

create significant billing, accounting and control issues. Currently, all the Gas 

Transportation daily read groups are billed in a two-day period. Allowing storage 

transfers would cause billing delays and create accounting issues. In addition, the system 

uscd to bill these Gas TI-ansportatinn custoniers is called the Special Billing System (SB). 

This system was not upgi-add at the time the CCPrB systein was installed in 7006. The 

SB system is a 20 year old Icgacy systein that is difficult and risky to modify, as would 

be required if we implemented Mr. Anderson's recornmendation. Finally, because 

implementing Mr. Anderson's rccominendation would affect not only Vanguard, but 

other transportation customers as well. any discussion of suggested improvements to the 

handling of transportation customer services may he best addressed by all involved 

outside of the rate case. 

CUSTOMER DATA ANALYSlS 

In his direct testimony, AGKUB witness Ruhin makes certain conclusions based on 

an analysis of residential customer data provided hy Nicor Gas. (Ruhin Dir., 

AGKUB Ex. 3.0,3:70-4%). Have you any comments regarding his analysis? 
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Yes. In response to a data request, Mr. Rubin was provided with large quantities of data 

from the Customer Care & Billing (CC&B) system, which supports the Customer Care 

function. Mr. Rubin. by his own testimony, had limited time to prepare his analysis, and 

perhaps the limited time was the cause ofthe significant errors made in his sampling. 

( Id , ,  4:76-81). The Company objected to the data request, in part because of the large and 

unwieldy nature of data that was responsive to his request. Mr. Rubin appears to have 

addrcssed the difficultics anticipated by the Company by abbreviating his analysis in the 

interest of time-constraints. (Rubin Dir.: AGiCUB Ex. 3.074:fn2). Nonetheless. Mr. 

Rubin asserts his conclusions without caveat; and specifically, he asserts that his 

conclusions properly rely upon a count of 1.3 million residential customers even though 

Nicor Gas reports 1:955.8?4 residential customers. (I</,> 4:75-81). 

Why is there such a discrepancy in the number of residential customers? 

Nicor Gas defines a customer as someone with an active utility service agreement at the 

end o f a  calendar month. In Mr. Rubin.s testimony, he states that his analysis indicates a 

difference of 180,000 between billing data for bills issued during a month and the 

average number as reported by Nicor Gash. (Rubin Dir., AGKUB Ex. 3.0, 12255- 

13:263). He ignores several reasons for this, such as (1) many customers billed every 

other month including those on budget plan, or bi-monthly billing, (2) some customers 

are billed multiple times during a month, and ( 3 )  some customers billed during a month 

are no longer active at month-end. Mr. Rubin compounded his emor by eliminating 

approximately 500,000 records to "simplify his analysis." (/d.> 4:77). The bulk of this 

eliminated group are those who were not customers for the entire 24-month period of his 

anallsis. Givcn that Nicor Gas has a significant number of customers who move each 
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year; it is not surprising that he is left with an unrepresentative sample of 1.3 million 

customers upon which to base his flawed analysis. 

In addition, the information relied upon by Mr. Rubin was provided in response to 

a data request which specifically asked for consumption data by month, which was 

provided. It appears that Mr. Rubin tried to convert that information into customer count 

data. This cannot be accomplished with the consumption data information for many 

reasons. The infomation provided was billed consumption, not billed and unbilled data 

that we use in our forecasting data. Not every customer is billed every month. For 

example, a customer \vho was billed hi-monthly, such as a Budget Plan or Summer Bi- 

monthly customer, would he includcd in the customer count cach month, hut only have 

one billing record for two months ofconsumption. As I have explained in  in! testimony, 

Nicor Gas has recently eliminated bi-monthly billing. At the point it was eliminated, 

Nicor Gas had approximately 350,000 hi-monthly Budget Plan customers and 

approximately 1,400,000 Summer Bi-monthly customers. Each of these, in Mr. Rubin's 

evaluation, would have counted for only 6/12 and 10/12 of 3 customer respectively. 

Several other similar situations would cause inaccuracies in the way Mr. Rubin 

attempted to calculate customer count. These include all bills that wcre for a period of 

time geater than 30 days. This routinely happens when there is a billing exception. a 

cancel and rebill, or even the start up of a new account. 

Mr. Rubin makes another error when he eliminates any billed consumption of 

zero. There are many customers that do not use gas for a month or more, such as heat use 

only customers and seasonal users. They are still considered a customer and receive a 

monthly customer charge. hlr. Rubin also cIiminated what he considered duplicates, 
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559 conclusion be disregarded. 

meaning more than one billing record a month. Mr. Rubin's conclusion that Nicor Gas 

has 1,300,000 residential customers, rather than the Company's stated number of 

1,958,838 residential customers, is based upon an analysis so flawed as to require that the 

560 XI. CONCLUSION 

561 Q. Does this conclude your rebuttal testimony? 

562 A. Yes 



NICOR GAS COMPANY 
COMPARISON OF ANNUAL CHARGE-OFF 

Annual % 
Year Charge-Off Change 

2002 $ 20,278,891 

2004 !X 31.250.815 15% 
2003 $ 27,215,130 34% 

. .  
2005 $ 33,290,994 7% 
2006 $ 37,498,171 13% 
2007 $ 53,294,580 42% 
2008 $ 61,300,000 15% 
2009 $ 68,900,000 12% 

CAGR 34% 

Annual Net Charge-Off 
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~ .~~ ..,. . . . . 

2002 2003 2004 2005 2006 2007 2008 2009 

Nicor Gas Ex. 21.1 





Northern Illinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Commerce Commission 

1II.C.C. Docket No. 08-0363 
CB Second Set of Data Requests 

Nicor Gas Ex. 21.3 
Page 1 of 7 

CB 2.05 Q. Referring to Company witness Mudrd’s direct testimony (Co Ex. 14.0 pg. 
52), please provide an explanation of the reasons the Company’s proposal 
to eliminate the bi-monthly billing program. Also provide documentation 
o f  the Company’s analysis, and all work papers. 

CB 2.05 A. Please see the Direct Testimony of Kevin Kirby (Nicor Gas Exhibit 6.0, 
page 9, lines 182 - 191) for a discussion on the elimination of the bi- 
monthlyhmmer billing program. The attached Exhibit I is a copy oi’ 
Nicor Gas Iniiiuiive -Billing Every CustomeF Eve? Month which 
justified this program elimination. 

IViiitness: Kevin W. Kirby 
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Nicor Gas Ex. 21.4 

Northern Illinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Commerce Commission 

1II.C.C. Docket No. 08-0363 
DLH Eighteenth Set of Data Requests 

DLH 18.02 Q. Referring to Nicor Gas Ex. 3.0, page 28, lines 597-598. provide a full 
description of the Company’s “focused and aggressive collection efforts.” 
Include copies of any Company policies, any analysis conducted of the 
Company’s collection efforts, or other similar evidence concerning the 
Company’s collection efforts. Also fully describe any changes in collection 
efforts or policies since the Company’s last rate case. 

DLH 18.02 A. Please refer to Nicor Gas Exhibit 6.0, pages 18-19, Iines,383-404 for a 
description of activities. 

Further, Nicor Gas utilizes many proactive actions to prompt customers to pay 
past due balances. These include: 

Multiple automatic phone contact campaigns including: 
o Customer falls into arrears 
o Pre-disconnection 
o Right after a customer defaults on a payment plan 
o Informing customers of energy assistance availability 

o Customer is severely past due 
o Commercial and Industrial customers past due 

Multiple live agent phone contact campaigns including: 

Aggressive disconnection of service as allowed by part 280 
Requireinem for full arrears and deposit before restoration of sewice as 
allowed per part 280 
Full File Credit reporting to TransUnion 
Filing suit in state court and placing a lien on the past due customers 
property where significaut balances remain unpaid 
Skip Tracing former customers, who have relocated, and who have 
charged off balances 
Positive ID verification at time of new service establishment 
Utilizing third party collection agents to recover charge off amounts 
Attempting to collect past due arrears whenever a customer calls into the 
Nicor Gas call center 

M’itnesst Kevin W. Kirby 
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Northern lllinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Attorney General 

1II.C.C. Docket No. 08-0363 
AG Third Set of Data Requests 

AG 3.56 Q. Please provide historical bad debt amounts for 1999 through 2008. Please 

Excel file calculations, with all foimula intact, supporting all the data 
displayed. 

Additional information required to update this chart to include 2006 data. 

State and describe each change in company policies and procedures or 
ICC rules with respect to credit and collections and other factors impacted 
uncollectible levels during the period 1998 through 2007, to date. 

Provide complete copies of all studies, reports, analyses, workpapers, 
projections and other docuincnts associated with each change identified in 
your response to part c, above. 

What percentage of total gross revenues was written off as uncollectible in 
each year 1998 through 2007? 

provide the following information for each company: 

a) 

b) 

c) 

d) 

e) 

AG 3.56 A. 
a) b) e)See attached Exhibit 1 which provides the historical bad debt amounts for 

1999 through June 30,2008 and the information requested in a), b) and e) 
above. 

All ofNicor Gas’ policies and procedures comply with ICC rules. The 
Company continues to review and enhance credit and collection 
procedures and actions. See attached Exhibit 2 for a history ofcredit and 
collection programs for 1998-2008. Also refer to Nicor Gas’ responses to 
StaffdatdrequestsDLH 18.02, 18.10,and 18.11 andExhibit 1 ofthe 
response to Staff data request JMO 3.01. 

See attached Exhibits 3, 4, 5, 6, 7; 8, 9 and 10. 

c) 

d) 

Wifnrss: a) b) e): James M. Gorenz 
E) d): Kevin W. Kirby 
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Nicor Gas Collection practices and procedures 1998 - 2008 

All Nicor Gas Collection practices and procedures comply with Illinois 
Administrative Code Part 280 

Prior to 1998 
Deposit are billed and collected per Illinois Administrative Code Part 280 

o Disconnection for non-payment 
= . 
1 

Customers in arrears are mailed a disconnect notice (red letter) 
Customers can pay their bill by US Mail or in person at approximately 
100 authorized payment centers 
Customers who are entitled to payment arraignments, as outlined in 
Illinois Administrative Code Part 280, can avoid disconnection by 
entering into a deferred payment arraignment 
Customers who qualify for a “Medical Certificate”, as outlined in 
Illinois Administrative Code Part 280: can avoid disconnection 
Customers who failed to pay or enter into payment arraignments are 
subject to disconnection 

. 

. 
o Nicor Gas relies on old technology, specifically the 25 year old Customer 

System (CIS) which offered very limited functionality 

19911 . 
. 
. 
. . 
. 
. 
. 
. 
. 

_,I- - 
The medical certificate program is improved with the addition of a requirement that 
Physician certification being faxed from Physician directly to Nicor Gas. (as allowed 
under Illinois Administrative Code Part 280) 
A new collection campaign is implemented where a third party vendor would 
performs phone calls to active residential customers reminding them that their gas bill 
is past due 
A centralized correspondence department is formed to assist in identifying customers 
using fraudulent information to obtain service 
Full tile credit bureau reporting is impkmented for all residential customers 
Skip tracing abilities are improved by the purchase of customer identification 
information from a national credit bureau -also referred to as “data scrubbing” 
Implement new process for return mail notification to identify customers who skipped 
on their account 
Increase disconnection for non payment efficiencies hy adding contractors to perform 
disconnections 
The restoration after turn off for non-payment policy is made stricter. Full payment 
(as allowed under Illinois Administrative Code Part 280) is now required in lieu of 
partial payment. 
Improvements are made to the internal skip tracing programs to better identify 
matches on similar spelled customer names. 
Reduce opportunity for potentia1 customer fraud by adding a third party blocking 
campaign for those premises with a previous off for non payment account. 
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- 1999 
Added new payment option for customers - A Nicor Gas customer care specialist is 
able to take an electronic check payment over the phone 
New proactive collections program developed with the addition of on site collections 
personnel for delinquent commercial and residential customers 
Enhanced collection agency performance by adding a commercial collection agency 
specializing in commercial debt 
Add new program called POS ID - this program obtains a credit score on a new 
customers and based on the customers score, bills a security deposit 
Encourage customers to participate in LIHEAP program for debt forgiveness 

’ 

- 2000 
Add skip tracing functionality using LexisNexis system 
Add skip tracing functionality with the Utility shared database 
Improve skip tracing abilities by purchasing updated customer identification 
information from a national credit bureau - also referred to as “data scrubbing” 
Created new LIHEAP - 1/3 program- (pilot) 

2001 
New payment option is available to customers by allowing them to also pay with a . .  - . .  
credit card. The customer pays a convince fee to a third part processor 
Create new process to enhance collection recoveries on payments made with checks 
that are returned non sufficient funds 
Comply with the military personnel relief program. 

2002 
_. 

Implement a part of the new CC&B system to increase credit and collection 
functionality (known as “Cordaptix” or the “Credit Project”) 
Add legal lien program for residential customers with large delinquknt balances - A 
judgment in court is obtained and a lien is placed on their property 
Implement new incentive phone collections - phone collections made on residential 
delinquent customers and the employee is paid an incentive based on successful 
collections 
Improve management of collection agents by implementing electronic invoice 
payment 

2003 
Improve authorized payment agent network by utilizing new processing vendor - 
technology has ability to identify NSF check quicker 
Add a new surety bond program for commercial customers requiring a deposit 
Enhance the incentive phone collections by adding collections on delinquent 
commercial customers 
Implement new program for the final bill. Final bills sent to collection agencies 
sooner 
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2004 
Create Contracts Dept 
- 

o Implement commercial contract program 
o Implement new Landlord Contract - documents the landlord/tenant account 

relationships. 
Additional professional staff added to credit and collections team 
New Sharing program matching campaign implemented 
Enhanced collections with the State ofIllinois. Developed a new process to notify 
State officials. 

- 2005 

Credit policy orders updated. 

- 2006 

Add ability for customers to make a payment on the Nicor gas website 
Increase collections through E- Mail campaign to customers with past due balances 
Add collection campaign for landlord/tenant contracts 
Add new collection campaign for commercial contracts 
Add collection campaign for large C&I customers 
Enhance the final bill collection process by adding to the incentive campaign - pilot 
Connect to the State of Illinois LIHEAP.Net system 
Enhanced overall collections on customers with delinquent balances - work with 
internal departments for the “Dialing for dollars” campaign 
New Company return check policy defined 
Add LlHEAP immanent disconnect program 

The rest of the CC&B system is installed as part of the “n‘able” project -this is a 
significant event - this system repIaced the 40 year old Billing system and 30 year old 
customer service system. Collection activities are significantly curtailed for the first 
six months of 2006 in order to implement the system 
New CC&B system brings significant new technology and functionality to the 
collection area. A new field dispatch system is also installed at the same time. 
These new systems allow the following: 

o Expand on the POS ID for new customers - fully implemented 
o New computer generated collection phone call campaign- customers who are 

scheduled for disconnection for non payment - program allows customer to 
press a key and be automatically connected to the credit card and electronic 
check vendor 

o New computer generated collection phone call campaign- customers who are 
defaulting on budget payment plan - program allows customer to press a key 
and be automatically connected to the credit card and electronic check vendor 

o New computer generated collection phone call campaign- customers who are 
eligible to apply for LJMEAP - gives them information on how to apply 

http://LIHEAP.Net
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. 

. . . . 

. 

. 

. . . 

o New “live” person collection phone call campaign implemented with a third 
party collection agent - collects on customers whose delinquent balance is 
over 120 days old 

o The co-applicant customer name is added to bill 

2007 - 
New collection cycle for ready for charge off - additional skip tracing performed by - .  
Nicor Gas Call Center personnel 
New collection cycle for ready for charge off phone collection campaign 
New internal final bill collections with Customer Care Specialist 
New delinquent builder campaign 
New computer generated collection phone call campaign- customers who are 
defaulting on deferred payment plan - program allows customer to press a key and be 
automatically connected to the credit card and electronic check vendor 
New computer generated collection phone call campaign- customers with a final bill 
and arrears - program allows customer to press a key and be automatically connected 
to the credit card and electronic check vendor 
New computer generated collection phone call campaign- customers with a final bill 
only - program allows customer to press a key and be automatically connected to the 
credit card and electronic check vendor 
Add top 100 Residential and commercial delinquency severance program 
New master meter collection campaign added 
New active commercial delinquencies sent to collection agency - pilot program 

2008 
New vendor chosen to increase customer payments by lowering customer 
convenience charge for credit card and check by phone payments 
New payment option available to customers - payment with debit cards 
Add efficiencies by centralizing the scheduling and dispatching of accounts to be 
turned off for non payment 
Implement technology to identify higher risk customers for priority disconnection 
for non-payment - these are also referred to as “Smart Cuts”. These “smart cuts” 
allow Nicor Gas to disconnect higher risk customers sooner - thus reducing the 
dollars at risk 

o Add “smart cut” severance cycle for customers defaulting on deferred 
payment arraignments and have failed to pay after automatic phone call 

o Add “smart cut” severance cycle for those customers who have paid with 
multiple NSF check 

o Add “smart cut” severance cycle for cycle for customers who have previously 
filed bankruptcy and are now past due on their post bankruptcy account 

Expand on the final bill collection cycle - Final Bill Scoring system implemented - 
integrated with Experian - attempt internal collections before account is sent to a 
collection agency or legal process 
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REVENUE RATIO 2007 PEER 
DATA 

Data Source: FERC Acct 904 FERC Azts  480 - 496 
Total Gas Operating 

UncOilemDle IO Revenues Net of 
REGIONAL PEER Alternate name Combo? R B Y B ~ Y ~  R ~ ~ I O  Uncollectible Accts Provision 

2007 FERC 904 Uncollectible Expense 
as a % of Total Gas Operating Revenue 
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Oenates Camba. Electric and Gas CMlpaoy 1 Source: Ferc Accts. 904 and 480 - 496 



PROVISION EXPENSE TO 
REVENUE RATIO 2006 PEER 
DATA 

Data Source: FERC Acct 904 FERC A z t s  480 - 496 
Total Gas Operating 

Unmll%t,Ne 10 Revenues Net of 
REGIONAL PEER Alternate name Combo? ~ e v e n ~ e ~ a f t c  Uncollectible Accts Provlslon 

N i m  Gas Company No 1.55% $ 38,058,000 $ 2453.322.005 
WE Energies Yes 219% $ 31,143,738 $ 1,419,879,857 
Duke Energy ctnemy Yes 240% $ 16,364,712 $ 682,197,974 

lntegrys Peoples People's Gas NO 2 42% $ 34.61 9.281 $ 1,428,129,463 
DTE Energy ~ ~ c h c o n  Yes 3 95% $ 73,730,364 $ 1,868,640,820 

Dominion East Ohio No 952% $ 119,617,972 $ 1,257,042,742 

2006 FERC 904 Uncollectible Expense 
as a % of Total Gas Operating Revenue 

.... -~ .~ __ 

1 Source: Ferc Accts. 904 and 480 - 496 Denotes Combo. Elemc and Gas Company 



PROVISION EXPENSE TO 
REVENUE RATIO 2006 and 2007 
PEER DATA 

Data Source: FERC Acct 904 FERC Accts 480 - 496 
Total Gas Operating 
Revenues Net of , I"?"lllrlih,D m ." 

2007 Alternate name combo? RWWO R ~ I ! O  Uncollectible Accts Provision 
Niwr Gas Company No 2.02% $ 52,973,824 $ z.627,495,273 

WE Energies Yes 2.22% $ 32,899,885 $ 1,481,207,753 
lntegrys Peoples ~ e o p i e ' s ~ a s  No 2.48% $ 36,915,061 $ 1,486,967,430 

Duke Energy Cinelgy Yes 2.71% $ 15.885.123 $ 586.535.911 
DTE Energy Michcon Yes 3.92% $ 69,662,762 $ 1,776,392,995 

NiSource mlumbia Gas 3f oh, Yes 7.12% $ 100,814,916 I $ 1,415,308,684 
Dominion East Ohio I No1 14.63%1 $ 158,369,203 I $ 1,082,276,873 

2006 
Niwr Gas Company. No 1.55% $ 38,058,000 $ 2,453,322,005 

WE Energies Yes 2.19% 5 31,143,738 $ 1,419,879.857 
lntegrys Peoples ~wpie's a s  No 2.42% $ 34,619,281 $ 1,428,729,463 

Duke Energy clnemy Yes 240% $ 16,364,712 S 682,197,974 
DTE Energy MlChCon Yes 395% $ 73.730.364 $ 1,868,640,820 

I NiSOurce Cdumb8a GasofOni 

Dominion East Ohio I No1 9.52%) $ 119,617,972 I $ 1,257,042,742 
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as a %of Total Gas Operating Revenue 

comb. electric and gas 
companies Source: Ferc Accts. 904 and 480 - 496 



STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

Northern Illinois Gas Company ) 
d/b/a Nicor Gas Company ) 

Proposed general increase in rates, and ) 
revisions to other terms and conditions ) 
of service ) 

) Docket No. 08-0363 

AFFIDAVIT 

I, Kevin W. Kirby, under oath, hereby swear to the following: 

1. 

2. 

I am the Vice President, Customer Care for Nicor Gas Company; 

I prepared prefiled Rebuttal Testimony on behalf of Northern Illinois Gas 

Company, d/b/a Nicor Gas Company, submitted as Nicor Gas Ex. 21.0, including Exhibits 21.1 

through 21.6, and filed on September 25,2008; 

3. I have personal knowledge of all the fact in my Rebuttal Testimony, and the 

answers set forth in my Rebuttal Testimony are to the best of my knowledge, true and correct; 

and 

4. If asked those same questions today, 

Kevin W. Kirby 
Subscribed and sworn to before me 
this &day of September, 2008. 

h 7a.h-L. 
Notary Public 

Dawn M. %On 


