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Q. Please state your name and business address. 

A.  Vincent Gaeto, 130 East Randolph Drive, Chicago, Illinois 60601. 

Q. By whom are you employed? 

A. Integrys Business Support, LLC.   

Q.  What position do you hold with Integrys Business Support, LLC (“IBS”)? 

A. I am Director, Meter to Cash.  

Q. What are your responsibilities in that position? 

A. I am currently on a short term assignment tasked with overseeing various 

Customer Service initiatives, mostly regulatory in nature.  Up until this temporary 

assignment and presumably following its completion, my duties include 

overseeing the “Meter to Cash” functionality within the Customer Service 

Department.  This department includes:  Residential Billing, Payment Processing, 

Meter Reading, and Collections.  I perform these duties for Petitioners, North 
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Shore Gas Company (“North Shore”) and The Peoples Gas Light and Coke 

Company (“Peoples Gas”) (together, North Shore and Peoples Gas are referred 

to as the “Utility”). 

Q. Please summarize your educational background and experience. 

A. In 1996, I received a B.S. in Chemical Engineering from the University of 

Illinois.  In 2006, I received an M.B.A. in Finance, Management & Strategy, 

Marketing, from Northwestern University’s Kellogg School of Management. 

 I have worked for IBS or its affiliates for thirteen and a half years, the last 

two and a half in the Customer Service Department.  I began my employment 

with Peoples Gas in 1996 in the Operations Division, beginning as a staff 

engineer and rising to the level of Manager at both Peoples Gas and North Shore 

prior to transferring to the Customer Service Department.  I also spent two years 

working at the Trigen-Peoples Trigeneration Power Plant in Chicago. 

Q. Please give a brief description of the operations and status of the Utility. 

A. I am advised by counsel that North Shore is a corporation organized and 

existing under the laws of the State of Illinois, having its principal office at 130 

East Randolph Drive, Chicago, Illinois 60601.  It is engaged in the business of 

purchasing natural gas for and distributing and selling natural gas to 

approximately 158,000 customers in Cook and Lake Counties, Illinois.  I am 

advised by counsel that North Shore is a public utility within the meaning of the 

Public Utilities Act (the “Act”). 

 I am advised by counsel that Peoples Gas is a corporation organized and 

existing under the laws of the State of Illinois, having its principal office at 130 
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East Randolph Drive, Chicago, Illinois 60601.  It is engaged in the business of 

purchasing natural gas for and distributing and selling natural gas to 

approximately 830,000 customers in the City of Chicago.  I am advised by 

counsel that Peoples Gas is a public utility within the meaning of the Act. 

Q. Please describe the subject matter of this proceeding. 

A. Section 19-140 of the Act was added as part of Public Act 96-0033.  It is 

entitled “on-bill financing program; gas utilities.”  It requires certain Illinois gas 

utilities to submit to the Illinois Commerce Commission (“Commission”) a 

proposed program to implement an on-bill financing program (the “Program”).  

Specifically, the section applies to gas utilities serving more than 100,000 

customers on January 1, 2009.  North Shore and Peoples Gas each meet this 

criterion.  They are jointly submitting their proposal although each company 

would have a rider, Rider OBF, in its Schedule of Rates for Gas Service that 

specifies the terms and conditions applicable to participating customers, vendors 

and lenders. 

Q. In your testimony are you offering legal opinions and conclusions about 

Section 19-140 of the Act? 

A. No.  Where I address the legal requirements of the Act, my responses are 

based on information provided by counsel and my interpretation based on my 

business experience.   

Q. Why are Peoples Gas and North Shore filing jointly if each will have a 

separate rider? 
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A. They are offering similar programs.  While different vendors may 

participate in each service territory, the programs are similar.  Also, Section 19-

140(c)(7) provides that utilities under a single holding company may be subject to 

the same cap on the total amount financed under the Program.  This provision 

applies.  North Shore and Peoples Gas are each wholly-owned subsidiaries of 

Peoples Energy Corporation, which, in turn, is a wholly-owned subsidiary of 

Integrys Energy Group, Inc. 

Q. Are there any attachments to your testimony? 

A. Yes, I am sponsoring the following exhibits: 

• NS-PGL Ex. 1.1:  Program Design Document (including Draft Financial 

Institution Request for Proposal (“FI RFP”) and Preliminary Energy 

Efficiency Loan Term Sheet & Underwriting Guidelines) 

• NS-PGL Ex. 1.2:  Rider to Schedule of Rates for Gas Service (“Rider 

OBF”) 

Q. Were these exhibits prepared by you or under your supervision and 

direction? 

A. Yes.  These exhibits were prepared under my supervision and direction. 

Q. Section 19-140(b-5) of the Act requires the Commission to convene a 

workshop process.  Did the Utility participate in the workshops? 

A. Yes.  I and others represented the Utility at the workshops. 

Q. Please provide a brief overview of the Utility’s proposed Program. 

A. The Program is designed to allow utility customers to borrow funds from a 

third party lender in order to purchase equipment that qualifies as energy 
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efficiency measures approved under the Program with no required initial upfront 

payment, and to pay the cost of those measures and services over time on their 

utility bill.  The Program Design Document (“PDD”), which is NS-PGL Ex. 1.1 of 

my testimony, comprehensively describes the Utility’s proposed Program and 

how it meets various requirements in Section 19-140 of the Act.  Section 1.2 of 

the PDD summarizes the required features and overall Program design. 

Q. Section 19-140(c) lists components that the Program must have.  

Subsection (c)(1) requires a list of recommended gas efficiency measures that 

will be eligible for on-bill financing (“measure” or “EE Measure”)) and also defines 

what constitutes a measure.  Does the Utility’s Program identify recommended 

measures? 

A. The Utility has developed a list of recommended measures that will be 

included in the measure evaluation process.  The Utility intends to include water 

heaters, boilers, and furnaces in the eligibility evaluation process for the Plan. 

Reference Section 2.3 of the PDD; List of Approved EE Measures.  The measure 

evaluation process will be finalized prior to the execution of the Program.    

Q. How does the Utility interpret the term “applied to” as it is used in 

subsection (c)(1)(A) in the phrase:  “The measure would be applied to or replace 

gas energy-using equipment”?  

99 
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103 

A. This means retrofit of existing systems.  Reference Section 2.3 of PDD.  

None of the measures that the Utility has currently identified meet our definition 

of “applied to.” 
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Q. How will the Utility determine estimated gas savings in assessing if a 

measure meets the standard in subsection (c)(1)(B)? 

A. Estimated gas savings will be determined based on reputable published 

data or information, e.g., US EPA Energy Star®.  The energy efficiency measures 

financed by the Program will then utilize the gas savings estimates to ensure that 

the energy cost savings are greater than or equal to the customer’s costs of 

implementing the measures, including finance charges and taxes.  Energy cost 

savings will be calculated over the useful life of the EE Measure.   

 The eligibility criterion is key to the choice of measures to be financed by 

the Program.  Per Section 19-140, EE Measures financed by the Program must 

have energy cost savings greater than or equal to the customer’s costs of 

implementing the measures, including finance charges.  EE Measures meeting 

this standard are the eligible measures under the Program.  Consistent with this 

definition, the Utility will use a formula described in detail in Section 2.1 of the 

PDD to determine eligibility.  In particular, Section 2.1(A) describes three 

components of the “energy cost savings” determination and Section 2.1(B) 

outlines the steps for calculating the “costs of implementing the measures.” 

 The eligibility calculation methodology uses a useful life savings (“ULS”) 

analysis.  The Utility expects the maximum loan term for residential customers to 

be 10 years, reflecting the longest risk horizon feasible to obtain from financial 

institutions.  Using the ULS methodology, estimated energy cost savings do not 

have to exceed loan payments during the loan term.  Rather, cumulative 

estimated energy cost savings must exceed the customer’s net cost for the EE 
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Measures, with finance charges, over the useful life of the measure.  Reference 

Section 2.2 of the PDD; Useful Lives of Measures.   

Q. Please describe the Utility’s interpretation of “equipment and systems” as 

that phrase is used in subsection (c)(1)(B) [“Application of the measures to 

equipment and systems … .”]. 

A. The Utility’s interpretation of “equipment and systems” is defined as the 

replacement or retrofit of existing water heaters, boilers, and furnaces that meet 

the eligibility criterion.  Reference Section 2.3 of PDD; List of Approved EE 

Measures. 

Q. Section 19-140(d)(2) states that a program approved by the Commission 

will include criteria and standards for identifying and approving measures.  Does 

the Utility’s program include such criteria and standards? 

A. Yes.  A description of the standards for approving eligibility criterion is 

included in Section 2.1 of the PDD; Eligibility Criterion.   

Q. Section 19-140(c)(2) requires the utility to issue a request for proposal 

(“RFP”) to lenders.  How does the Utility plan to meet this requirement? 

A. The Utility will issue a request for proposal (“RFP”) to procure a financial 

institution (“FI”) to serve as lender, provide financing to customers and serve as 

partner in several roles to implement the Program.  To meet this requirement, the 

Utility is cooperating with the other utilities subject to either Section 16-111.7 

(electric utilities) or Section 19-140 (gas utilities) of the Act to conduct a joint FI 

RFP process.  The Illinois Energy Association (“IEA”), of which all the utilities are 

members, is facilitating this cooperation and will issue the FI RFP and coordinate 
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the FI RFP process on behalf of all the utilities.  Reference Section 1.2.2 of the 

PDD; Procurement of Financial Institution Partner. 

Q. With respect to the lender RFP, does the Utility need guidance from the 

Commission before issuing the RFP? 

A. The draft FI RFP is included as Annex A to the PDD, which is included 

with my testimony as Exhibit NS-PGL 1.1.  We are seeking Commission approval 

of the draft and the process and terms defined therein.  FI proposal evaluation 

criteria are well defined, including a scoring system.  

Q. How will the Utility evaluate the RFP? 

A. The IEA will constitute an Evaluation Committee with representation from 

all of the utilities, including Peoples Gas and North Shore.  Proposals will be 

reviewed and evaluated by the Evaluation Committee members and consultants.  

The IEA will represent the Evaluation Committee and be the single point of 

contact for FIs in the evaluation and RFP process.  IEA reserves the right to 

accept or reject any proposal that, in the sole opinion of IEA, does not fully reflect 

the objectives of this Program.  IEA also reserves the right to select one or more 

FIs, based on territorial or other considerations, although a single FI partner is 

contemplated presently as the best approach.  Reference Section 3.3 of the 

PDD; Proposal Evaluation & Selection Criteria. 

Q. Section 19-140(c)(3) requires utilities to work with lenders and vendors to 

establish terms and processes under which a participant can purchase 

measures.  Does the Utility’s program address this subsection? 
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A. Yes.  The utilities participating in the joint FI RFP process intend that the 

FI will make disbursements of loan proceeds to the vendors upon completion of 

installed measures and acceptance by customers.  Prompt payment to the 

vendors following completion of measure installation will be a priority in 

negotiating the lending facility with the FI.  The utilities, with the IEA, are currently 

developing two RFPs that will address lender (i.e., the FI) and vendor 

responsibilities.  These include the design of the EE Program and the FI RFP. 

Q. Section 19-140(c)(4) states that the lender will conduct credit checks or 

undertake other appropriate measures to limit credit risk.  Will the RFP address 

this requirement? 

A. Yes.  Reference Section 5.4 of the PDD; Loan Underwriting Guidelines.  

Q. Section 19-140(c)(5) states that any dispute about a loan under the 

Program is to be resolved between the lender and the participant.  Is the Utility’s 

program consistent with this requirement? 

A. Yes.  The Utility will not be a party to the loan and, consequently, will not 

interfere with the contractual arrangement between the lender and the Program 

participant.  To the extent the FI or a participant seeks information from the Utility 

in connection with a loan dispute and the Utility has the right or obligation to 

provide the requested information, we will do so, but we will not otherwise be 

involved in a dispute between the lender and the participant. 

Q. Section 19-140(c)(6) states that utilities will have a security interest in 

measures purchased under the Program.  Does the Utility plan to take any steps 

regarding this statutory right? 
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A. The Utility intends to work with the FI to address the security interest that 

the law grants. 

Q. Section 19-140(c)(6) allows the utility to recover costs related to non-

payment through the automatic adjustment clause tariff established under 

Section 19-145 of the Act.  Has the Utility taken any steps to implement this 

provision? 

A. I understand that Peoples Gas and North Shore each filed for approval of 

a tariff (Rider UEA) under Section 19-145 and that the tariffs are pending in 

Docket Nos. 09-0419/09-0420 (Cons.).  The Utility may later file proposed 

changes to Rider UEA if necessary to expressly address non-payment under 

Section 19-140. 

Q. Section 19-140(d) lists criteria and guidelines that the Program must 

include.  Subsection (d)(1) is guidelines for financing of measures.  Does the 

Utility’s program include such guidelines? 

A. Yes.  The Utility will seek to arrange a lending facility with loan tenors up to 

10 years, loan payment schedule of level monthly payments of principal and 

interest, in arrears, and liberal prepayment options.  The loan interest rates will 

be determined through the competitive FI RFP process.  Fixed interest rates will 

be sought, with the rate fixed at the time of loan commitment based on a 

published index agreed with the selected FI.  No borrower down-payment will be 

required, in compliance with Section 19-140.  Reference Section 5.3 of the PDD; 

Loan Terms and Servicing.  The minimum loan amount will be $1,000 with a 
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maximum loan amount estimated to be $15,000.  Reference Section 5.9 of the 

PDD; Lending Facility Size & Availability Period.   

Q. Section 19-140(d)(3) requires the program to include qualifications of 

vendors.  Does the Utility’s Program include criteria and guidelines for vendor 

qualification? 

A. Yes.  Qualifications may include, but are not limited to, types of EE 

services and measures offered, EE specifications and warranties on equipment 

offered, time in business, staffing, experience in the field of EE, customer 

references, financial data including bonding capacity and insurance, Better 

Business Bureau rating, licenses and certifications, and acceptance of Program 

business terms and methods.  Reference Section 4.2 of the PDD; Vendor 

Qualifications & Training. 

Q. Section 19-140(d)(4) states that the program must include sample 

agreements.  How is the Utility addressing this requirement? 

A. The Utility has issued a RFP for the EE program.  The RFP asks for the 

vendor to supply documentation that the vendors find effective.  The conclusion 

of the RFP and contract process will yield documentation. 

Q. Section 19-140(d)(5) states that the program must include the types of 

data and information that utilities and vendors will collect in order to support the 

required evaluation called for by Section 19-140(g).  Does the Utility’s Program 

address this requirement? 

A. Yes.  Financial data will be collected by both the Utility and the FI.  As part 

of its services, the FI will be responsible to collect data regarding lending activity 
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for which it is responsible, primarily during the origination of the loans.  

Reference Section 7.1 of the PDD; Evaluation of Financial Aspects of the 

Program & Data to Be Collected and Section 7.2; Evaluation of Energy Aspects 

of the Program & Data to Be Collected. 

Q. Section 19-140(f) allows utilities to recover certain prudently incurred costs 

under an automatic adjustment clause tariff established under Section 8-104 of 

the Act.  Has the Utility filed a tariff under Section 8-104? 

A. Peoples Gas and North Shore have not yet filed that tariff.  Section 8-104 

pertains to EE programs that certain gas utilities must file by October 1, 2010.  

The Utility expect to file the tariff when they file their plans. 

Q. What types of costs does the Utility expect to incur and recover through 

the tariff for implementation of the Program? 

A. Program costs will include: incremental Utility staffing, Program 

development, marketing, vendor network development and management, 

evaluation and FI fees paid by the Utility, if any.  Program costs may include 

some fees paid by the Utility to the FI to cover certain FI costs for its services, 

including loan program set up, loan origination and administering the Program.  

This approach will reduce costs to the participating customers.  The FI RFP 

requests proposing FIs to suggest such a budget for Program costs that would 

be reimbursed by the Utility directly; these amounts will be determined through 

the FI procurement and negotiation process.  Reference Section 1.2.8 of the 

PDD; Utility Program Costs. 

Q. Does the Utility have estimates for these costs? 
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A. Not at this time.  There are many unknown variables about the Program 

that will affect costs, and the Utility is currently unable to produce accurate cost 

estimates for the Program. 

Q. Section 19-140(g) requires utilities to retain an independent evaluator to 

evaluate the effects of the Program.  The evaluation will occur after three years 

of operation.  Does the Utility’s Program address this requirement? 

A. As stated above, the Utility’s Program addresses the data collection that 

will contribute to the evaluation. 

Q. What is proposed Rider OBF? 

A. Proposed Rider OBF, which is included as NS-PGL Ex. 1.2 with my 

testimony, is a draft tariff for each of Peoples Gas and North Shore.  It sets forth 

the terms and conditions applicable to customers, lenders and vendors who 

participate in the Program and also describes the Utility’s rights and 

responsibilities.  It identifies the customer classes eligible to participate in the 

Program and addresses the statutory requirements, including those described in 

my testimony.  In addition to Rider OBF, the Utility’s would need to revise the 

Table of Contents in their Schedule of Rates for Gas Service to show the new 

rider. 

Q. When does the Utility propose to implement the Program? 

A. June 2011.  This date is reasonable because it is the beginning of the first 

program year of the EE requirements for gas utilities. 

Q. Does this conclude your direct testimony? 

A. Yes, it does. 
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