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Thus, from a cost support standpoint, the unassigned cost should not be recovered

from the Rider 16 monthly Account Charge.

In your opinion, has Nicor provided sufficient cost support to justify a monthly
Account Charge of $17

No. The cost support provided by Nicor indicates that a lower monthly Account
charge should be used in Rider 16. The appropriate monthly cost per account that
should be recovered is $.88. This level of recovery will (a) guard against over
recovery due to potential errors in estimated future Program shortfalls and will (b)

avoid duplication of cost recovery from revenues collected as part of Nicor's

standard tariffs.

How does the Rider 16 monthly Account Charge compare to similar charges in
approved electric delivery service tariffs?

As noted previously, the Commission concluded that monthly administrative fees to
ARES were not appropriate. (ICC Staff Exhibit 2.2) Using the Commission's
conclusion as a reference point, the proposed $1 per customer account per month
Account Charge in Rider 16 is in the category that was disallowed for purposes of

electric delivery service.

How should the Rider 16 monthly Account Charge be evaluated in light of the

findings contained in the Commission’s electric delivery service orders?
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In reviewing the Commission's conclusions from the electric delivery service
proceedings, it is clear that monthly administrative fees to ARES could not be cost
justified. Therefore, in this proceeding, sufficient cost justification is required to
demonstrate that an administrative fee such as the Rider 16 monthly Account
Charge is appropriate, as discussed above. In addition, the impact of the Account

Charge on competition in the gas industry should be evaluated, as discussed

below.

What is the impact of the Rider 16 monthly Account Charge on competition in the
gas industry?

A monthly fee of $1 per account could be considered excessive by suppliers with
numerous customers in their group(s). However, unlike the Rider 16 Group Charge
discussed previously, the monthly Account Charge accurately refiects the number of
customers per supplier. The more customers in a supplier's group, the more
revenue is generated from the monthly Account Charge. Thus, there is less concern
that the charge is discriminatory. However, the Account Charge could still have a

negative impact on competition in the gas industry because of financial impacts on

_suppliers with smaller size groups. Therefore, the Account Charge could inhibit

additional (primarily smailer) suppliers from entering the market.
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Based on your analysis of the cost support provided by Nicor and your evaluation of
the associated impact on competition, what is your conclusion regarding the Rider
16 monthly Account Charge?
Based on the cost support provided by Nicor, my conclusion is that the monthly

Account Charge should be changed to $0.88. This lower charge would also

enhance the competitive impact of the expanded Customer Select Program.

EVALUATION OF GROUP ADDITIONS CHARGE

Please describe the Group Additions Charge in Rider 16.

A $10.00 charge applies to suppliers for each customer account added to a group
(i.e. for customers switching from one supplier to another supplier). (proposed 4"
Revised Sheet No. 75.3) This charge does not apply to customers switching from

sales service.

Did Nicor provide support for the Group Additions Charge?

Yes. In his direct testimony, Nicor witness Harms explains that the one-time Group
Additions Charge “is the same as that provided for in other transportation rates and
is intended to recover costs associated with customer calls concerning the change,
dealing with disputes between Suppliers and/or customer and Supplier, and
processing the change request.” (Direct Testimony of Albert E. Harms, p. 15, lines

17-20) In Nicor Exhibit AEH-5, Mr. Harms lists the costs associated with the Group

Additions Charge as follows:
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Customer Contacts $ 7.00
Supplier Contacts 2.50
Letter to Customer .50
TOTAL $ 10.00

Did Nicor provide additional documentation regarding the costs associated with the
Group Additions Charge?

Yes. In response to Staff data requests DLS-1 and DLS-10, Nicor provided
additionél support for the costs associated with Group Additions Charge, based on
labor costs of $30 per hour. (see Attachments 1 and 5) The more detailed cost
breakdown provided in Nicor's data request response results in a total cost of

$10.50, which is slightly higher than the $10 inciuded in Nicor Exhibit AEH-5.

What are the results of your review of Nicor's cost support for activities associated
with the Group Additions Charge?

Nicor states that the “customer contact” function takes .25 hours; “supplier contacts”
takes .08 hours: and no time, but a cost of $.50 is allocated to postage and

generating a letter. (Response to Staff data request DLS-1) While the stated time

for these activities appears to be minimal, a key issue, as is the case with other

types of administrative fees, is whether such costs are incurred as part of Nicor's
ongoing procedures related to providing gas service to all customers. If Nicor

conducts these activities as part of its standard procedures for ali customers, and is
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generating revenues to cover these costs in standard rate tariffs, the costs shouid
not be recovered twice by passing them on to participants in the Customer Select
Program through the Group Additions Charge. In its Response to Staff data request
DLS-10, Nicor addresses this issue. In regard to possible duplication of cost
recovery, Nicor explains that the costs associated with the Group Additions Charge
“are incurred due to the need to switch individual customers served under Customer
Select from one Supplier to another.” In addition, Nicor lists activities such as
answering customers’ questions, administratively making the switch, and
communicating the switch to the customer, previous supplier and new supplier.
Nicor further states that “The Company incurs these costs solely because it offers
Customer Select.” Nicor further attests that “Because Customer Select was
initiated subsequent to the Company’s last general rate case, and because the
costs are incremental and program-specific, they are not recovered as part of
overall administrative expenses.” (p. 1 of 2, #a) From this information provided by
Nicor, it is apparent that “switching” costs which are incurred specifically in relation
to the Customer Select Program, would not be incurred in the absence of the

Program. Thus, recovery of these costs in the Rider 16 Group Additions Charge

does not appear to duplicate cost recovery under standard tariffs.

In your opinion, has Nicor provided sufficient cost support to justify a Group

Additions Charge of $107
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Yes, on the basis of no duplication of cost recovery.

How does the Rider 16 Group Additions Charge compare to similar charges in
approved electric delivery service tariffs?

The electric delivery service equivalent of the Rider 16 Group Additions Charge is
the direct access service request (DASR). In the delivery service dockets, electric
utilities proposed DASR fees for non-residential ARES ranging from $0 to $73.50.
(See ICC Staff Exhibit 2.3) For those utilities that proposed a fee, the Commission
concluded that a maximum fee of $5 was appropriate, except in one instance where
a $6 fee was approved. Using the Commission’s conclusion as a reference point,
the proposed $10 Group Additions Charge in Rider 16 is 200% of the charge

allowed for purposes of electric delivery service.

Please discuss the reasoning contained in the Commission’s electric delivery
service orders related to DASR fees.

In the electric delivery service dockets, the Commission concluded that insufficient
cost justification was provided by the utilities that proposed DASR fees in excess of
$5 (or in one case $6). In addition, the majority of utilities proposed a fee ranging
between $5 and $20. Based on these facts, the Commission found in all instances

but one that a $5 DASR fee was appropriate.
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How should the Rider 16 Group Additions Charge be evaluated in light of the
findings contained in the Commission’s non-residential electric delivery service
orders?
In reviewing the Commission’s conclusions from the non-residential electric delivery
service dockets, it appears that the Rider 16 Group Additions Charge should be
evaluated primarily on the basis of sufficient cost justification, as discussed above,

as well as on the basis of its impact on competition in the gas industry, as

discussed beiow.

What is the impact of the Rider 16 Group Additions Charge on competition in the
gas industry?

A fee of $10 is likely to be considered excessive by suppliers serving residential
and small commercial customers where profit margins can be expected to be small
compared to the margins associated with other customer groups. The $10 fee
tends to negate potential profits available from adding residential and small
commercial customers to the supplier's group. As a result, if suppliers are not as
aggressive in marketing to these types of customers, fewer options may be
available to customers for chéosing suppliers. Thus, the fee could create a
potentially negative impact on competition in the gas industry by a) inhibiting
suppliers from participating due to low or non-existent profit margins and by b)

restricting the resulting supplier options for customers.
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Based on your analysis of the cost support provided by Nicor and your evaluation of
the associated impact on competition, what is your conclusion regarding the Rider
16 Group Additions Charge?
My conclusion is that the Group Additions Charge has been adequately cost
justified by Nicor, as discussed above. In this regard, it appears from Nicor's
supporting information that Customer Select participants are not paying for costs
already being recovered by Nicor through standard rates. However, the Group
Additions Charge is not likely to enhance competition, especially in the residential
and small commercial customer segment of the gas industry, because of the
disincentive to suppliers caused by reducing or eliminating already slim profit

margins. In fact, the Group Additions Charge may be a deterrent to competition for

this very reason.

IMPACT OF RATE RECOMMENDATIONS

How will your recommendations for Rider 16 Charges impact the Customer Select
Program?

Reduction or elimination of some of the Rider 16 Charges, as recommended in my

testimony, will have the following impacts:

Supplier Application Charge: Reducing this charge to my recommended level

should have no negative impact on the implementation of the full Customer Select

Program, based on Nicor’s projections which anticipate no future revenue from this
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Charge. (Nicor Exhibit AEH-7) However, if additional suppliers do elect to

participate because of the recommended lower Charge, additional revenues will

accrue to offset the added expenses created by the new suppliers.

Group Charge: Adding a two-step Group Charge to reflect costs incurred for groups
with a smaller number of customers, as | recommend, will result in lower revenues to
Nicor. In Nicor Exhibit AEH-7, Nicor projects a level revenue stream from the Group
Charge, evidently anticipating that any new Customer Select customers will be
incorporated into the current number of groups under existing suppliers. Using the
example presented earlier in my testimony, depending on the number of customer
groups that require 2.5 hours versus 5 hours of costs to complete activities
associated with the monthly Group Charge, and assuming $100 sufficiently recovers
costs associated with these smaller groups; and presuming that all but one of the
groups fall under the small group definition, Nicor's annual revenues from the
monthly Group Charge would decrease by approximately 46%, as follows:

(from Nicor Exhibit AEH-7: $31,200 per year projected from $200 Group Charge
from 13 suppliers;

12 x $100 + 1 x $200 = $1,400/month

x 12 months = $16,800; $31,200 -$16,800 = $14,400

$14,400/%$31,200 = 46.2%)

On the other hand, if reducing the Group Charge for smaller size groups results in
more small group suppliers participating in the Customer Select Program, the

additional revenues from the lower Group Charge would off-set some portion of this

estimated revenue decrease.
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Account Charge: Reducing the Account Charge in Rider 16 would decrease

projected revenues associated with the Customer Select Program. As noted
earlier, this Charge represents the primary source of Customer Select Program
revenues. By reducing the Charge, projected revenues from the monthly Account
Charge would decrease by 12% annually, as follows:

2001: $284,400 (12%)

(2,370,000 x .88 = $2,085,600; $2,370,000 - $2,085,600 = $284,400)

2002: $540,360 (12%) |

(4,503,000 x .88 = $3,962,640; $4,503,000 - $3,962,640 = $540,360)

2003: $687,240 (12%)

(5,727,000 x .88 = $5,039,760; $5,727,000 - $5,039,760 = $687,240)

2004 and 2005: $754,560 (12%)

(6,288,000 x .88 = $5,533,440; $6,288,000 - $5,533,440 = $754,560)

Group Additions Charge: The primary focus of my testimony is to evaluate the cost

support for selected Rider 16 charges. From this perspective, | believe that the
Group Additions Charge is cost justified, but also may inhibit competition. If
competitive concerns are deemed important enough to reduce or eliminate the
Group Additions Charge during this proceeding, examples of possible revenue

impacts are as follows:

Charge reduced to $5: annual revenues decrease from $262,000 in years
2004 and 2005 to $131,000
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Charge eliminated: annual revenues decrease by $262,000 in years 2004
and 2005
CONCLUSION

Please summarize your recommendations.

I recommend reducing the Supplier Application Charge to $1,385. | recommend
adding a separate Group Charge level of $100, applicable to smaller size groups;
and making the current $200 Group Charge applicable to larger size groups. | also
recommend that the $1 Account Charge be reduced to $0.88. The $10 Group
Additions Charge should be eliminated or reduced onily if it is deemed appropriate

in this proceeding based on compaetitive concerns.

is that the end of your testimony?

Yes.




* Docket Nos. 00-0620/00-0621
(Consolidated)
ICC Staff Exhibit 2.0

ICC Staff Exhibit 2.1

One Time ARES Registration Fees Proposed/Approved

DOCKET UTILITY PROPOSED APPROVED
99-0117 ComEd $ 0 $ 0
99-0120/0134 Ninois Power 650 20
99-0121 CIPS/UE 5,000 20
99-0119/0131 CILCO 0 0
99-0122/0130 MidAmerican 0 0
99-0124/0125 South Beloit 180 20
99-0132/0133 Interstate 160.88 20

in Non-Residential Electric Delivery Service Orders
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|CC Staff Exhibit 2.2

Monthly ARES Administrative Fees Proposed/Approved

in Non-Residential Electric Delivery Service Orders

DOCKET UTILITY PROPOSED APPROVED
99-0117 ComEd $ 0 $ 0
99-0120/0134 lllinois Power 185/year 0

99-0121 CIPS/UE 1,000 0
99-0119/0131 CiLCO 0 0
99-0122/0130 MidAmerican 0 0
99-0124/0125 South Beloit 0 0
99-0132/0133 interstate 0 0
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ICC Staff Exhibit 2.3

Electronic DASR Fees Proposed/Approved

DOCKET UTILITY PROPOSED APPROVED
99-0117 ComEd $ 0 $ 0
99-0120/0134 ~ lllincis Power 6 6
99-0121 CIPS/UE 15 5
99-0119/0131 CILCO 5 5
99-0122/0130 MidAmerican 5 5
99-0124/0125 South Beloit 73.50 5
99-0132/0133 Interstate 60.01 5

in Non-Residential Electric Delivery Service Orders
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Northern Illinois Gas Company

D/b/a Nicor Gas Cempany
Response to:
Illinois Commerce Commission
I11.C.C. Docket Nos. 00-0620 and 00-0621 Consolidated
First Data Request
DLS-1 Q. In regard to Nicor Gas Exhibit AEH-5, please provide detailed

information documenting how each of the estimated costs was derived.
That is, for costs associated with each of the charges, provide itemized
supporting information related to labor and other costs that illustrate how
each cost is calculated (i.e. meetings, materials, visits per supplier basis,
training, etc.).

A Exhibit AEH-5 shows the Company’s proposed charges for Supplier
application, monthly group administration and group additions. The
attached exhibit shows the man-hours and other expenses included in
Exhibit AEH-5. Duties performed by 5 or 6 level management employees
are priced at $40 per hour and those by 4 level or below employees are
priced at $30 per hour. The man-hours and other costs were developed
based on discussions with employees involved with various aspects of the
program and the amount of time required to perform the necessary
duties.

Company Witness: Albert E. Harms
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Ricor Gas Response o
pLS-1
Detarmination of Rider 16, Suppler Aggregalion Servica Charpes
Support Data for Exhibit AEH-5
Estimsted
Cost
Contract review and oredit chack, 1.5 hrs @ $40%r $ 80
Dun sid Bradshiest Report a5 :
Development and production of workshop manual +00
Visit with Supplier, 3 people &8 hrs {3540 860 i
Costs for publishing participating Supplers, material and supplies 500 3
Initiakization of electronic data ransier procedutes : 200
{iraining and teating of procadures, 10 hrs & $40Mhr) .
Set up Supplier for biling procsadures 40 §
(1 hr @ $40M) |
To T
|
Group biking administration s 100
{issue and rebillig, responding (0 guastions, 2.5 hra € 3401
Oally nominations informalion per Supplier 100
(daity, monthly and annual detenminations and malings 2.5 hrs @40
Totat $ 200 |
Cusiomer contacts : 3 .50
{questions, calis, service, (.25 vs @& $30Mn)
Supﬂiumm 250
{questions, calls, service, 0.08 hrs @ 330Mr)
Letier to castomer 050 %

(postags and generating letter)
Tota I
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. Northern Illinois Gas Company
d/b/a Nicor Gas Company
Response to:
Ilinois Commerce Commission
. C. C. Docket Nos. 00-0620 and 00-0621 Consolidated

Second Data Request

DLS-8 Q.  Inregard to Nicor's response to Staff data request DLS-1, under
Supplier Application Charge:

a) Under contract review, please describe the type of Dun
and Bradstreet report listed. Is the $35 cost a flat fee?
What activities and costs comprise the $357

b) under program training, how much staff time is involved
with the development and production of a workshop
manual? Is this a one-time activity or is this activity
performed for each new supplier? Please provide detailed
hourly staff cost and] materiai cost information used to
arrive at the $100 cost for this activity.

. c) Also under program training, why does it take 3 staff days
for a visit with a supplier? Can this activity be completed
in 2 staff days? In 1 staff day? Why or why not? What
activities are conducted in conjunction with such visits that
require 8 hours of staff time?

d) Under costs for publishing, what staff time, materials and
other costs are require to complete this activity? Is this a
one-time activity or is the activity performed more than
once? If performed more than once, please describe how

_the activity woukd be performed a second time.

)] Under initialization procedures, what activities are
involved in this function? Please describe how these
activities add up ta 10 hours of staff time. Has Nicor
reduced the time for this activity since the inception of the
Customer Select Program?

A a) Nicor Gas generally requests a Business Information
Report from Dun and Bradstreet. A description of this
product and a sample report from the Dun and Bradstrect
web site are attached. The cost to Nicor Gas for this




b)

c)

d)

Docket Nos. 00-0620/00-0621
{Consolidated)
ICC Staff Exhibit 2.0
Attachment 2 | page 2 of 3

report ranges from $35 to $48 per report depending on the
mmnber requested in a month. :

It takes a Customer Select representative approximately 3
weeks to develop and produce the Supplier workshop
manual. ‘This activity was performed each year of the
Customer Select pilot program. In the proposed program,
this would be a one-time activity at the begimming of the
program; however, the manual would be updated on an
as-needed basis. During the third year of the program,
costs inciuded $4,800 of staff time and $2,000 of

‘materials for a total cost of $6,800. The Company

produced approximately 200 Supplier manuals at an
estimated cost of $34 each. Each Supplier received 3
manuals on average for the third year of the pilot program
at a cost of $102. The Company used this cost as an
estimate to produce the manual for the proposed program.

These costs reflect a one day visit to the Supplier by two
Customer Select representatives and an information
technology person. This would include trave] time and
meetings with various employees of the Supplier. The
purpose of the meetings is a one-on-one education of the
Supplier’s employees on the operations and procedures of
Customer Select.

The estimate for publishing the Supplier list was based on
experience during the first 3 years of the pilot program.
Costs included:

Staff time - 3 days each year for a total of $2,880

Paper and printing - $12,450
Total - $15,330

As 26 Suppliers enrolled in the program, each Supplier’s
portion would have been about $590,

After the one-time mailing to kickoff the start of the
proposed program available to all customers, the Supplier
list will be updated when a new Supplier registers. The
Company will print a limited mumber of copies as the list
will only be mailed to new customers or upon customer
request, The $500 cost included in the Supplier
Application Charge is similar to costs experienced by
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. Suppliers during the pilot program and would permit
printing of over 30,000 copies.

e) The initialization procedures include but are not limited to
the following: '

- set up directories and passwords for Web server

- explain security software and assist in implementation

- assist with file transfer protocol issues

- explain file constructs, different transaction types, how
they work in our system and what the Supplier can
expect as a result of their various files

- testing the interaction of the systems

- answering post-implementation questions.

The 10 hours is an estimated average time to do the total
procedure depending on the capabilities of the Supplier
and cannot be allocated to cach specific item.

Nicor Gas has not reduced the amount of time spent on
the procedures because the time clement is heavily
dependent on the Supplier and its demands and

. capabilities.

Company Witness:  Albert E. Harms
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Attachment 3

. Northern Jllinois Gas Company
d/b/a Nicor Gas Company
Response to:
Ilinois Commerce Commission
1L C. C. Docket Nos, 00-0620 and 00-0621 Consolidated
Secopd Data Request -

DLS-9 Q. Also in regard to Nicor's responses to Staff data request DLS-1:

a) Please explain how the activities listed under Group
Charge are directly linked to the Customer Select Program
and why the costs associated with these activities are not
being recovered as part of overall administrative expenses.

b) What specific activities of billing, responding to
questions, and determinations are unique to the Customer

Select Program?

c) If the Group Charge was not imposed on Customer Select
Program suppliers, how would Nicor reverues be

impacted?

. d) Please explain why the Group Charge is not
discriminatory for suppliers with few customners versus
suppliers with numerous customers.

A. a) The costs listed under Group Charge are incurred due to
the need to aggregate individual customers and customer
information to present to the Supplier for its billing
system. Also, the Company mmst prepare and issue bills
to Suppliers for charges incurred under Customer Selecs.
Additionally, the Company needs to prepare and
communicate the daily, monthly and anmal nominations
for each Supplier’s group of customers. The Company
incurs these costs solely because it offers Customer Select.

These costs are recovered under the Group Charge as they
are directly related to expenses caused by the formation of
a group. Because Customer Select was initiated
subsequent to the Company’s last general rate case, and
because the costs are incremental and program-specific,
they are not recovered as part of overall administrative

expenses.
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. b) Bills must be grouped to match individual customer
information with their particular Supplier. Suppliers have
questions concerning this aggregation, certain customer
information and Supplier’s bills, which must be answered.
Calculation and posting of daily nominations are only
needed for Customer Select Suppliers.

c} If the Group Charge was eliminated. the Company would
need to consider seeking recovery of these costs in another
manner. The amount of the revenue reduction is shown
on Exhibit AEH-7, under the heading Monthly
Administrative Fee. However, recovery of these costs
through the Group Charge is preferable, as it matches
recovery of costs from those who cause the cost.

d) ‘The Group Charge is based on costs associated with
- activities related to the group which are independent of the
pumber of customers within the group. The mumber of
customers within a group is determined by the Supplier.
A Supplier with 100 customers could place them in one
group, 10 groups or any mumber of groups up to 100.
. ‘The costs imposed on the Company vary with the number

. of groups, not the number of customers within a group.
This charge is not discriminatory as it is charged
uniformly to every group.

Company Witness:  Albert E. Harms
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Northern Illinois Gas Company
d/b/a Nicor Gas Company
Response to;

Illinois Commerce Commission

Il. C. C. Docket Nos. 00-0620 and 00-0621 Consolidated

DLS 15 Q

Company Witness:

Third Data Request

Please provide a }ist of all suppliers currently participating in the
Customer Select Program. In addition, please provide a breakdown by
supplier, of the number, percentage, and type of customers being served -

by each supplier.

Please see the CONFIDENTIAL response Nicor Gas provided in response
1o AG 1.09 which lists all Suppliers currently serving customers under the

program.

Albert E. Harms
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Northern Illinois Gas Company
d/b/a Nicor Gas Company
Response to:
Illinois Attorney General’s Office
1. C. C. Docket Nos. 00-0620 and 00-0621 Consolidated
First Data Request
AG 1.09 Q. ‘What percentage of commercial, industrial and residential market has each -
Supplier captured?

A, See the attached CONFIDENTIAL sheet.

Company Witness:  Albert E. Harms
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Northern Illinois Gas Company
d/bfa Nicor Gas Company
Response to:
Illinois Commerce Commission
1. C. C. Docket Nos. 00~0620 and 00-0621 Consolidated
Second Pata Request

Please provide the cost basis for the $1 per Account Charge, using
detailed per hour labor costs, activities, and staff time. Why has the
Account Charge been reduced to $1 per account over the life of the
Customer Select Program?

The $1.00 per Account Charge is not based on specific costs for labor,
activities and Staff time. The Account Charge is a residual charge used
to recover the costs of the program not recovered by other charges. The
smount per account has been reduced over time because the increased
number of Customer Select participants has enabled the Company to
spread the recovery of costs over more billing units.




. ‘ Docket Nos, 00-0260/00-026

{Consolidated) :
ATTACHMENT 4A 1CC Staff Exhibit 2.0
o Page tof2

(revised 12/12/00 p.m.)

DLS-11 Q.
A.
Company Witness:

Northern Illinois Gas Company
d/bfa Nicor Gas Company

Response to:
1llinois Commerce Commission

1L, C. C. Docket Nos. 00-0620 and 00-0621 Consolidated

Second Data Request
Company’s Supplemental Response

Please provide the cost basis for the $1 per Account Charge, using
detailed per hour labor costs, activities, and staff time, Why has the
Account Charpe been reduced to $1 per account over the life of the
Customer Select Program?

The attached exhibit, listing ongoing costs as shown in Exhibit AEH-6,
more extensively responde to data requests, DLS-9, 10 and 11, The
exhibit specifies where the costs are incurred by department. As shown,
the Group Charge costs are $31,000, which compares to the annual
revenue shown on Exhibit ABH-7 of $31,200. The Group Addiiions
costs of $201,000 compares to a 5-year (2001-2005) average of anmual
revenue of $191,000. The anmal ongoing costs related to the accounts
participating in Customer Select are estimated at $2,303,000. In
addition, the capital costs of $8,771,000 are related to accounts which
would be reflected by the 5-year average of carrying costs of
$2,111,400, as shown on Exhibit AEH-7. The total ongoing account
costs are estimated to be $4,414,400 over the S-year period of 2001 to
2005. This dollar amount divided by the average number of annual bills
issued for the same time perlod (5,035,000), equates 1o an account
charge of $0.88 per month. Including unrecovered and unassigned costs
in the account charge would raise the account charge to $1.06 per
month,

Albert E. Harms
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Customer Select Dn-going Program Costs ($000)
Department/Activity Group Gharge _ Group Additions Account Charge Unassigned Totst
Communicationa/Markating
Radio, Print and Ouldoor Adv, H - $ - H - $ - $ -
Direct MaRt - - 44 44 88
PR Agency Fess - - - - -
Creative De - - 50 50 100
Energy Spotiight lssues (2) - - - - -
Fact Sheet Reprinta - - - - -
Web Sight Design - - - 30 30
Other Services - . - = -
Total Communications/Marketing $ - $ - 3 84 [ ] 124 $ 218
Cuatomer Inquiry Center
" Telephone Calls . s - $ 143 $ 553 $ - $ 708
Corespondents - 10 8 - 18
Training - - - - -
Administretion - - 80 - 80
Total CIC [] - $ 1 B840 3 - $ 802
Bilking Servicos $ 22 s 48 H 210 $ - § 280 -
. Additional Bilings (2 per YT.) - - 282 . 282
Transportation Call Center - - 20 - 20
Postage-Accaptance Lattars - - 60 - 50
Total Gus Transportation 3 22 $ 48 3 552 5 - § &2
Community Relations 3 - s - s - $ .40 $__40
Govammant Ralations ] - 3 - $ - $ 10 5 10
Development Costs $ - $ - $ - s - $ -
Project Management & Aormin, - - - - -
Hardware and Software - - - -
QA 3 Application Architects - - - .
Workdoad Admin. - - - - -
System Testing Group - - . -
Capital Contingency - - . - .
Yearly Mainlenance - - 658 ‘- 658
Total Information Services $ - [] - $ 658 3 - $ 658
mplementation Taam s 5 s - $ 5 $ 41§ 200
Lagal Feas $ - s - $ 300 3 - $ 300
Total Lagal Fess $ - F] . ] 300 3 - _$ 300
Suciting $ - 3 - 3$ - $_ . 80 § 80
Einance $ - 3 - $ - $ 40 $ 4
Total Program Costs $ 3 $ 201 $ 2,303 $ 435 $ 2870

Exchwling Carrying Costs
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. Northern Illinois Gas Company
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Second Data Request

DLS-10 Q. Also in regard to Nicor’s response to Staff data request DLS-1:

a} - Please explain how the activities listed under Group
Additions Charge are directly linked to the Customer
Select Program and why the costs associated with these
activities are not being recovered as part of overall
administrative expenses.

b) . What specific activities of questions, calls and service are
unique to the Customer Select Program.

c) If the Group Additions Charge was not imposed on
Customer Select Program suppliers, how would Nicor
revenues be impacted?

. A, a) The costs listed under Group Additions Charge are
incurred due to the need to switch individual customers
scrved under Customner Select from one Supplier to
another, Suppliers and customers generally have
guestions about the switch that must be individually
addressed. Additionally, the Company needs to
administratively make the switch and then communicate
the switch to the three parties involved. The Company
incurs these costs solely because it oifers Customer Select.

These costs are recovered under the Group Additions
Charge as they are direcily related 1o expenscs caused by
a customer changing Suppliers. Because Customer Select

" was initiated subsequent to the Company’s last general
rate case, and because the costs are incremental and
program-specific, they are not recovered as part of overall
administrative expenses.

b) To date, the Company’s experience has been that
customers have called to discuss changing Suppliers. The
Company describes the process and encourages the
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. customer to talk to the current Supplier. On some
occasions, the customer has switched Suppliers and then
were billed an exit fee. The customer again calls to see if
they can be transferred back to the initial Supplier.
Suppliers call to confirm the switch and confirm certain
customer information. In addition, the Company sends
confirmation of the switch to the customer,

c) If the Group Additions Charge was ¢liminated, the
Company would need to consider seeking recovery of
these costs in another manner. The amount of revenue
reduction is shown on Exhibit AEH-7, under the heading
Customer Switching. However, recovery of these costs
through the Group Additions Charge is preferable, as it
matches recovery of costs from those who cause the cost.

Company Witness:  Albert E. Harms




