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Please state your name and business address.
My name is Cheri L. Harden. My business address is 527 East Capitol Avenue,

Springfield, lllinois 62701.

By whom are you employed and in what capacity?

| am employed by the lllinois Commerce Commission (“Commission”) as a Rate
Analyst in the Rates Department of the Financial Analysis Division. My
responsibilities include rate design and cost-of-service analyses for electric, gas
and water utilities and the preparation of testimony on rates and rate-related

matters.

How long have you been employed by the Illinois Commerce Commission?

| have been employed by the Commission since September 2000.

Please briefly state your qualifications.
| graduated from the University of Maryland in 1993, with a Bachelor of Science

degree in Management Studies.

Previously, | worked for the Wyoming Public Service Commission for almost
seven years. The last two positions | held with the Wyoming Public Service
Commission were as the Consumer Services Coordinator and as a Rate Analyst.

| have been employed by the Commission as a Rate Analyst since September 1,
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2000.

Have you testified in other Commission proceedings?
Yes, | have testified on several occasions before the lllinois Commerce

Commission and the Wyoming Public Service Commission.

What is the purpose of your testimony?

The purpose of my testimony is to present my analysis of the cost of service and
rate design proposals of North Shore Gas Company (“North Shore”) and The
Peoples Gas Light and Coke Company (“Peoples Gas”) (individually, the
“Company” and collectively, the “Companies”) for natural gas service. My
testimony also addresses the uniform numbering of service classifications, bill
impacts and the Companies’ proposed changes to the Terms and Conditions of

the Companies’ tariffs.

Are you sponsoring any schedules as part of your testimony?

No.

Uniform Numbering of Service Classifications

Please discuss the uniform numbering of service classifications.

North Shore and Peoples Gas have very similar customer classes, but the

2
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Companies have different service classification numbers (“S.C. Nos.”) to identify
some of the customer classes, which are shown in Table 1 below. In Docket
Nos. 09-0166 and 09-0167 (“Companies’ 2009 rate case”), Staff recommended
that to limit confusion for customers with accounts in both service territories, and
to simplify the ratemaking process, it would be beneficial for the Companies to
adopt a uniform set of S.C. Nos. In the Commission’s Final Order at p. 211 of
the Companies’ 2009 rate case, the Commission accepted the Companies’
proposal to assess their customer information systems to determine if they could

implement uniform numbering of their service classifications.

Table 1 below shows the Companies current service classifications.

Table 1

Current | Current

North Peoples

Shore Gas S.C.
Service Classification S.C. No.| No.
Small Residential Service 1 1
General Service 2 2
Large Volume Demand Service 3 4
Contract Service to Prevent Bypass 4 7
Standby Service 5 6
Contract Service for Electric Generation 6 5
Compressed Natural Gas Service N/A 8

Did the Companies propose changing to a uniform set of S.C. Nos. in these

3
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dockets?

No. Companies’ witness Valerie H. Grace states that the Companies determined
that changes would need to be made to its customer information systems for
billing, bill print and data management, as well as changes to its accounting
system, sales and revenue forecasting models and to interfaces linking data

between all of these systems. (NS Ex. 12.0, p. 28 and PGL Ex. 12.0, p. 31)

Companies’ witness Grace also provides information that indicates that if
uniformity were established, that it may not be sustainable for both Companies
on a going-forward basis due to future tariff changes. The Companies’ have
determined that the time and expense necessary to make this change cannot be
justified and therefore, the Companies do not propose to change to a uniform set

of S.C. Nos. (NS Ex. 12.0, pp. 28 - 29 and PGL Ex. 12.0, p. 31)

Do you recommend that the Companies provide uniform numbering of their
service classifications in their tariffs?
No. | accept that the Companies have reviewed the issue and found that uniform

numbering of the S.C. Nos. is not feasible at this time.

However, | recommend that the Commission order the Companies to analyze
implementing uniform numbers in future rate cases. If changes or upgrades are

4
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made to the previously listed systems, this issue could be incorporated at the
time of change, thereby limiting the time and expense of the change. This
change could limit the confusion for customers with accounts in both service
territories and would simplify the ratemaking process as discussed in the
Commission’s Final Order in the Companies’ last rate case. (Docket Nos. 09-

0166/0167 (Cons.), Order, January 21, 2010, p. 210)

Cost of Service (“COS”) Study

Did the Companies provide a COS Study with their filings?
Yes. The Companies have filed COS Studies which are presented as Schedule

E-6 for each Company.

Please provide a brief description of the Companies’ COS Studies.

The Companies’ COS Studies show the distribution of revenue responsibility, by
customer class, necessary to achieve equalized rates of return on investment for
the Companies’ proposed revenue requirements. The COS Studies identify the
revenues, costs and profitability for each class of service and are the partial basis
for the Companies’ proposed rate design. Generally, the Companies prepared
the COS Studies utilizing three major steps: (1) cost functionalization; (2) cost
classification; and (3) cost allocation of all the costs of the utility’s system to

customer classes. (NS Ex. 13.0, pp. 2, 6 — 7 and PGL Ex. 13.0, pp. 2,6 - 7)

5
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Are there variations in these consolidated dockets from the allocations in
the COS Studies in the Companies’ 2009 rate case?

Yes. There are several variations between the dockets. For example,
Companies’ witness Joylyn C. Hoffman Malueg discusses in her testimony that
the Companies’ propose to eliminate the Selected Standby Service customer
class. Therefore, the Selected Standby Percentage (“SSP”) will not be weighted
against coincident peak demand for the allocation of production costs. (NS EXx.
13.0, pp. 15 - 16 and PGL Ex. 13.0, p. 16) This and other variations in the COS
Studies are related to transportation issues and they will be discussed by Staff

witness David Sackett.

Does Peoples Gas use the COS Study to determine the proposed rates in a
different way than North Shore for S.C. Nos. 1 and 2?

Yes. The North Shore COS Study provides the cost basis for setting the service
class rates at the cost to provide service. North Shore has set all of its service
classifications at the cost to provide the service since its rate case in Docket No.

91-0010. (NS Ex. 12.0, pp. 8 — 9)

However, the Peoples Gas COS Study provides the cost basis for determining
the revenue requirement for the Small Residential and General Service classes

6
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using the Equal Percentage of Embedded Cost Method (“EPECM”) to balance
the rates for S.C. No. 1 to move toward cost against the rates of S.C. No. 2

customers. (PGL Ex. 12.0, p. 9)

What is EPECM?

Peoples Gas uses EPECM to proportionally allocate the Company’s proposed
revenue requirement changes to the Small Residential and General Service
classes. Peoples Gas has used EPECM in its last four rate cases, Docket Nos.
91-0586, 95-0032, 07-0242 and 09-0167, and the Commission has approved its
use to set revenue requirements for these two customer classes. (PGL Ex. 12.0,
p. 9) The EPECM provides a gradual increase toward the cost to provide service
for the Small Residential class by balancing the increase with the General

Service class.

Do you recommend that Peoples Gas allocate the Company’s proposed
revenue requirement changes using EPECM?

Yes. | believe that the use of EPECM is appropriate for Peoples Gas.
Proportionally allocating the changes over the two classes helps to mitigate the
bill impact on Small Residential customers. Company witness Grace states that
S.C. No. 1 has moved from 89.9% of cost in Docket No. 95-0032 to the proposed
98.6% of cost in this docket over the last few rate cases. She also states that

-
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the Companies’ proposal would set S.C. No. 2 at 103.3% of cost. (PGL Ex. 12.0,

p. 10)

What do you conclude from your review of the COS Studies for both
Companies?

| conclude the Companies’ embedded COS Studies to be an acceptable
guidance tool for setting rates in this case. The same methodologies were used

in the Companies’ 2009 rate case and the Commission approved their use.

Rate Design

What is the Companies’ proposal for designing rates in this docket?

The Companies state in direct testimony that they are proposing to recover a
greater portion of fixed costs through fixed charges, which do not vary with the
volume of gas delivered to customers. (NS Ex. 13.0, pp. 9 - 10 and PGL Ex.
13.0, p. 11) The Companies do not propose to change the current rate structure.
| will discuss the various changes to the rates in each service classification as

proposed by the Companies throughout my direct testimony.

A. S.C. No. 1 — Small Residential Service

Please discuss S.C. No. 1.

The S.C. No. 1 rate structure consists of a monthly customer charge and a two

8
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block distribution charge for customers that take service through a single meter
for one or two dwelling units only. The first distribution charge block is for the
first 50 therms of gas used each month by a customer and the second
distribution charge block is for any use over 50 therms of gas a month. S.C. No.
1 has sales customers who take service solely under this service classification
and transportation customers that take service under this classification and under
Rider CFY (Choices For You transportation service). (North Shore Schedule E-

1, p. 5 and Peoples Gas Schedule E-1, p. 5)

Please discuss the changes that the Companies propose for S.C. No. 1.

The Companies are proposing an increase to the monthly customer charges for
sales and transportation customers and the Companies propose a decrease to
the distribution charges for each of the two blocks. (NS Ex. 13.0, p. 11 and PGL
Ex. 13.0, p. 12) The Companies’ do not propose to change the current rate

structure.

What percentage of fixed costs do the Companies propose to recover in
their monthly customer charges?

North Shore states that it proposes to recover about 67% of its fixed costs
through fixed charges. This proposal is an increase from the current 55%
recovery under present rates. (NS Ex. 12.0, p. 10)

9
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Peoples Gas states that it proposes to recover about 55% of its fixed costs
through fixed charges. This proposal is an increase from the current 49%

recovery under present rates. (PGL Ex. 12.0, pp. 11 - 12)

Do you agree with the Companies’ proposal to recover more fixed costs in
their respective monthly customer charges?

Yes. In the Companies’ 2009 rate case Staff recommended maintaining the
same percentage of fixed costs recovered in the monthly customer charges
through the duration of the pilot program for Rider VBA (Volume Balancing
Adjustment). However, the Commission concluded in its Final Order that a slight
increase proposed by the Companies will be a benefit in the long run as stated in
the Final Order of the Companies’ 2009 rate case. (Docket Nos. 09-0166/09-

0167 (Cons.), Order, January 21, 2010, pp. 217 - 218)

The Commission also stated in its Final Order in the Companies’ 2009 rate case
that:

“The Utilities are correct that the Commission has been increasing
the proportion of fixed costs recovered through the customer
charge in other proceedings. See Nicor 2008; In re Central Illinois
Light Co., Central lllinois Public Serv. Co. and lllinois Power Co.,
Dockets 07-0588/07-0589/07-0590 (Consol.) (Order, Sept. 24,
2008). The Commission notes that the Utilities’ proposal does not
approach the level of fixed costs approved in those dockets.”

(Docket Nos. 09-0166/09-0167 (Cons.), Order, January 21, 2010,

10
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p. 218)
| conclude that the Companies’ current proposal to recover 67% of fixed costs for
North Shore and 55% of fixed costs for Peoples Gas is consistent with the above

ruling by the Commission.

What do you recommend for the S.C. No. 1 monthly customer charge?

| recommend that the Companies’ proposal to increase the customer charges for
the sales and transportation customers to recover 67% of fixed costs for North
Shore and 55% of fixed costs for Peoples Gas be approved. However, the final
customer charges should be based on the approved revenue requirement for the

Companies in the Commission’s Final Order.

Do you accept the Companies’ proposal to maintain the current structure
of the S.C. No. 1 distribution charges?

Yes. As part of its filings in these dockets, the Companies have proposed that
the implementation of Rider VBA be made permanent after the four year trial
period is complete which coincides with the implementation of final rates from the
Final Order in these dockets. In addition, Staff withess David Brightwell
discusses Straight Fixed Variable (“SFV”) rates as a possible alternative to Rider
VBA. Due to the uncertainty as to whether the Commission will adopt a
permanent Rider VBA or an SFV rate design in this docket, a decision that will

11
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have an impact on the distribution charge, leaving the distribution charge

structure unchanged at this time is desirable.

If the Commission approves a permanent Rider VBA, will the resulting rate
structure differ from the Companies’ proposals?

No. The Companies’ proposals in these dockets are based on the assumption
that the Commission approves a permanent Rider VBA. | recommend
maintaining the current rate structure of a monthly customer charge and two
block distribution charges if a permanent Rider VBA is approved by the

Commission in these dockets.

If the Commission approves an SFV rate design rather than a permanent
Rider VBA, will the resulting rate structure differ from the Companies’
current proposal?

No. However, there could be a substantial change in the monthly customer
charges and the distribution charges compared to current rates. An SFV rate
design could be approved that would recover more fixed costs within the monthly
customer charge rather than the 67% of fixed costs for North Shore and 55% of
fixed costs for Peoples Gas proposed by the Companies. The higher the amount
of fixed costs recovered through the monthly customer charge, the lower the
resulting distribution charge would be. For this reason, | believe it is appropriate

12
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to maintain the current two block rate structure for the distribution charges in

these dockets at this time.

What do you recommend for the S.C. No. 1 distribution charges?

| recommend that the Companies’ proposal to decrease the distribution charges
for the sales and transportation customers be approved. However, the final
distribution charges should be based on the approved revenue requirement for

the Companies in the Commission’s Final Order.

B. S.C. No. 2 — General Service

Please discuss S.C. No. 2.

The S.C. No. 2 rate structure consists of three monthly customer charges based
on meter class. The first meter class includes customers who have a maximum
capacity of up to 700 cubic feet per hour through the meter. The second meter
class includes customers with a capacity over 700 and no more than 2,300 cubic
feet per hour and the third meter class includes customers who have over 2,300
cubic feet per hour capacity. S.C. No. 2 also has a three block distribution
charge for customers that consume an average (over a two-year period) of
41,000 therms of gas per month or less. The first distribution charge block is for
the first 100 therms of gas used each month by a customer. The second

distribution charge block is for the next 2,900 therms of gas used each month

13
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and the third distribution charge block is for any usage over 3,000 therms of gas
per month. S.C. No. 2 has sales customers who take service solely under this
service classification and transportation customers that take service under this
classification and under Rider CFY (Choices For You transportation service),
Rider FST (Full Standby transportation service), Rider FST-T (Full Standby
transportation service - Transition), Rider SBS (Storage Banking Service), or
Rider SST (Selected Standby Transportation service). (North Shore Schedule E-

1, p. 6 and Peoples Gas Schedule E-1, p. 6)

Please discuss the changes that the Companies propose to S.C. No. 2.

The Companies are proposing an increase to the monthly customer charges for
sales and transportation customers to recover more fixed costs in the monthly
customer charges while moving the distribution charges for all three meter
classes closer to the results of the COS Studies. (NS Ex. 13.0, p. 18 and PGL
Ex. 13.0, p. 20) The Companies do not propose to change the current rate

structure.

North Shore is proposing to decrease the first and second distribution blocks and
increase the third block for the distribution charges for sales and transportation
customers to better align revenues with underlying costs. (NS Ex. 12.0, pp. 9,
11)

14
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Peoples Gas is proposing to increase the first block and decrease the second
and third blocks for the distribution charges for sales and transportation
customers to better align revenues with underlying costs. (PGL Ex. 12.0, pp. 11,

13)

What do you recommend for the S.C. No. 2 monthly customer charge?
| recommend that the Companies’ proposal to increase the customer
charges for the sales and transportation customers to recover 67% of
fixed costs for North Shore and 55% of fixed costs for Peoples Gas be
approved. The previous discussion from S.C. No. 1 applies to S.C. No. 2,
which is that the Commission considers an increase in the fixed cost
recovery through the fixed charge to be a benefit in the long run as stated
in its Final Order of the Companies’ 2009 rate case. (Docket Nos. 09-

0166/09-0167 (Cons.), Order, January 21, 2010, pp. 217 — 218)

However, the final monthly customer charges should be based on the
approved revenue requirement for the Companies in the Commission’s

Final Order.

What do you recommend for the S.C. No. 2 distribution charges?

15
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| recommend that the Companies’ proposals to change the distribution charges
for the sales and transportation customers be approved. The changes will move
the distribution charges closer to the cost to provide the service. However, the
distribution charges should be based on the approved revenue requirement for

the Companies in the Commission’s Final Order.

As | stated above, due to the uncertainty as to whether the Commission will
adopt a permanent Rider VBA or switch to an SFV rate design in this docket,
leaving the distribution charge structure unchanged is desirable at this time
because of the possible bill impacts the Final Order’s decision on this issue could

have on the distribution charges is unknown at this time.

C. North Shore S.C. No. 3 — Large Volume Demand Service
Peoples Gas S.C. No. 4 — Large Volume Demand Service

Please discuss the Large Volume Demand Service class.

The Large Volume Demand Service class rate structure consists of a monthly
customer charge, a demand charge, and a distribution charge. The Large
Volume Demand Service is available to customers that consume an average
(over a two-year period) of over 41,000 therms of gas per month. (North Shore

Schedule E-1, p. 8 and Peoples Gas Schedule E-1, p. 8)

Please discuss the Companies’ proposal for the Large Volume Demand
16
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Service class.

The Companies propose to set the monthly customer charge at the cost to
provide the service which will result in a reduction from the current rate in each of
these service classifications. The Companies propose to increase the
distribution charge and they propose to eliminate the monthly standby service
charge — per standby demand therm and recover the cost through a new charge
under Rider SSC (Storage Service Charge). (NS Ex. 12.0, p. 20 and PGL Ex.
12.0, p. 22) Staff witness David Sackett, will discuss Rider SSC. The

Companies do not propose to change the current rate structure.

Do you recommend approval of the Companies’ proposal to set the
monthly customer charge at the cost to provide the service for the Large
Volume Demand Service customers?

Yes. The Companies’ proposal will maintain the monthly customer charges at
the cost to provide service. A cost-based rate will send the proper price signals
to customers. Sending proper price signals is especially important in a

competitive environment, where customers can choose their commodity supplier.

Do you recommend approval of the Companies’ proposal to eliminate the
standby service charge for the Large Volume Demand Service customers?
Yes, if the Commission approves Rider SSC as recommended by Staff witness

17
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Sackett. Mr. Sackett recommends that the costs recovered in the standby
service charge be instead recovered from Rider SSC. If his recommendation is

adopted, that would render the standby service charge moot.

Do you recommend approval of the Companies’ proposed distribution
charge for the Large Volume Demand Service customers?

Yes. | believe it is appropriate to set all components of this class at the rates that
will recover the cost of providing service to the Large Volume Demand Service

customers.

D. Peoples Gas S.C. No. 8 — Compressed Natural Gas Service

Please discuss S.C. No. 8.

The Compressed Natural Gas Service class rates consist of a monthly customer
charge and a distribution charge. S.C. No. 8 is available to any customer that
uses gas only as compressed natural gas to fuel a vehicle. (Peoples Gas

ILL.C.C. No. 28, p. 16)

Please discuss the change that Peoples Gas is proposing for S.C. No. 8.
Peoples Gas proposes to increase the monthly customer charge by 2% and
increase the distribution charge by 13% for S.C. No. 8. The Company proposes

to set this service classification at the cost to provide service as was done in the

18
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Companies’ 2009 rate case. (PGL Ex. 12.0, p. 23)

Do you recommend approval of Peoples Gas’ proposal to increase the
monthly customer charge by 2% and increase the distribution charge by
13%7?

Yes. Setting S.C. No. 8 at the cost to provide service is appropriate since it will
recover the cost of providing service to the Compressed Natural Gas Service

customers.

Did you adjust the Companies’ proposed rate design?
No. | accept the Companies’ proposed rate design. However, the final rates in
these dockets should be based on the approved revenue requirement for the

Companies in the Commission’s Final Order.

Summary of Rate Design Recommendations

Please summarize your rate design recommendations.
| recommend that the Commission order the Companies to analyze the possibility

of setting uniform numbers for its service classification in future rate cases.

| recommend that the Commission approve the Companies’ COS Studies as an

acceptable guidance tool for setting rates in this case.

19
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| recommend approval of the EPECM for Peoples Gas S.C. Nos. 1 and 2.

| recommend approval of the Companies’ proposal to eliminate the monthly

standby service charge as long as the Commission approves Rider SSC.

| recommend that the Companies’ proposal to increase the fixed cost recovery
through fixed charges be approved for the Small Residential and General Service

classes.

| recommend that the Companies’ proposal to decrease the distribution charge

for each of the two blocks be approved for the Small Residential class.

| recommend that North Shore’s proposal to decrease the first and second block
of the distribution charges and to increase to the third block of the distribution

charges be approved for the General Service class.

| recommend that Peoples Gas’ proposal to increase the first block and to

decrease the second and third block of the distribution charges be approved for

the General Service class.
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| recommend that the Companies’ proposal to set the monthly customer charges
and distribution charges at cost for the Large Volume Demand Service class be

approved.

| recommend that Peoples Gas’ proposal to increase the monthly customer
charge and the distribution charge be approved for the Compressed Natural Gas

Service class.

Bill Impacts

Did you review the Companies’ Schedule E-9 Bill Comparisons?

Yes. The Companies’ Schedule E-9 computes bill comparisons under the
present rates and the rates as proposed by the Companies. Comparisons are
shown for sales customers who take service solely under one service
classification and also for transportation customers that take service under one
classification as well as under a rider, such as Rider CFY as was previously

discussed in my testimony.

North Shore’s Schedule E-9 shows a 38% increase for residential sales
customers (30% for transportation customers) on a monthly bill for a customer
with no usage. However, a residential customer with an average usage of 1,000

therms of gas per month would have a decrease of (-1%) for both sales and
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transportation customers.

Peoples Gas’ Schedule E-9 shows a 40% increase for residential sales
customers (39% for transportation customers) on the monthly bill for a customer
with no usage. However, a residential sales customer with the average usage of
1,000 therms of gas per month would have an increase of 4% (3% for a

transportation customer).

Does the typical bill comparison schedule show that customers may
experience rate shock?

Yes. Based on the percent increases for a customer with no usage, it appears
that customers may experience rate shock under the Companies’ proposal to
recover a greater portion of fixed costs through fixed charges. However, a North
Shore customer with average usage would see a slight decrease and a Peoples
Gas customer with average usage would see a small percentage increase to

their monthly bill.

Please explain the concept of “rate shock.”

Rate shock occurs when a customer purchasing a commodity, such as gas, must
pay a significantly higher amount for comparable service. While customers
generally do not expect prices to remain unchanged forever, they also typically
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do not expect an abrupt and extreme change in prices that could cause them

significant financial distress.

What are your conclusions after your review of Schedule E-9 of each
Company?

| conclude that the bill impacts generally result in higher percentage increases for
customers with little or no usage than customers with an average usage of 1,000
therms of gas. The larger percentage increases for less usage reflect the
Companies proposal to recover a greater portion of fixed costs through fixed

charges.

How will Staff's proposed revenue requirement change the bill impacts?

Staff's recommended revenue requirement is lower than the Companies’

proposed revenue requirement and therefore will produce smaller bill increases.

What do you conclude in regards to bill impacts on customers?
| conclude that the Companies’ and Staff's revenue requirements will not produce

undue bill impacts for the average residential ratepayers.

Tariffs

Are there any charges that the Companies propose to change in the Terms
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and Conditions of Service section of the tariffs?
Yes. The Companies proposes to change the Service Activation Charges and

the Service Reconnection Charges. (NS Ex. 13.0, p. 27 and PGL Ex. 13.0, p. 30)

Do the Companies provide an explanation for the proposed increases to
these charges?

Yes. In response to Staff Data Requests ENG 1.04 and ENG 1.06 the
Companies state that in the Final Order in the Companies’ 2009 rate case the
Commission found that the Companies should continue, in future rate cases, to
move these charges steadily closer to cost. (Docket Nos. 09-0166/09-0167
(Cons.), Order, January 21, 2010, p. 227) The Companies further state in the
responses that the proposed increases are limited to approximately 20% — 25%
over the current charges to address the Commission’s directive in the Final

Order. | will further discuss each of the Companies’ proposed changes below.

A. Service Activation Charges

Please describe the Service Activation Charges.

There are three categories of Service Activation Charges. All of them recover a
portion of costs relating to starting gas service at a premise and apply to
customers moving into or within the Companies’ service territories. (NS Ex. 13.0,

pp. 21 — 22 and PGL Ex. 13.0, p. 24)
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The first category is referred to as a succession turn-on. A succession turn-on
occurs when one customer discontinues service concurrently with a new
customer that moves into the same premises and requests gas service. In this
instance, meter readings are simply recorded for the outgoing and incoming

customers. (NS Ex. 13.0, pp. 21 — 22 and PGL Ex. 13.0, p. 24)

The second category is referred to as a straight turn-on. A straight turn-on
occurs when a customer requests service at a location which previously never
had service or a prior customer has cancelled service some time before new
service is requested. In this instance, gas service is turned on and pilot lights are

relit on appliances. (NS Ex. 13.0, p. 22 and PGL Ex. 13.0, p. 24)

The third category is an additional charge to the straight turn-on for relighting
more than four (4) gas appliances during a straight turn-on. (NS Schedule E-2,

p. 18 and PGL Schedule E-2, p. 16)

B. North Shore Succession Turn-on

Please discuss North Shore’s proposal for a succession turn-on.
North Shore is proposing to increase the charge for a succession turn-on from

$16.50 to $20.00, or a 21% increase. (NS Schedule E-2, p. 18) North Shore
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provided documentation for this proposed change in NS Ex. 12.9.

NS Ex. 12.9, line 1, column [J], indicates that the cost of this service is $26.77.
Under the Company’s proposal of $20.00, North Shore would recover 75% of its
current cost of service, which is less than the 100% cost recovery that was
approved in the Companies’ 2009 rate case. The cost for this service has

increased by 63% since the Companies’ 2009 rate case.

Is it reasonable to recommend that a utility recover less than 100% of its
cost of service even though the charge may have previously been set to
recover its full cost?

Yes. | believe it may cause rate shock if the charge were to be set to recover
100% of the cost of the service which would result in a 63% increase. | believe
that gradually increasing this charge to full cost of service recovery is appropriate

at this time.

Do you recommend that North Shore’s proposal to set the charge for a
succession turn-on at $20 be approved?

Yes. The proposed increase is between 20% - 25% over the current charge for
this service. After reviewing the documentation (NS Ex. 12.9) that the Company

has provided, | find the Company’s support to be an acceptable basis for the

26



559

560
561

562
563

564

565

566

567
568

569

570

571

572

573

574

575

576

577

578

579

580

Docket Nos. 11-0280/0281
Consolidated
ICC Staff Exhibit 7.0

charge and | recommend that the Service Activation Charge for a succession

turn-on be set at $20.

C. Peoples Gas Succession Turn-on

Please discuss Peoples Gas’ proposal for a succession turn-on.
Peoples Gas is proposing to increase the charge for a succession turn-on from
$15 to $18, or a 20% increase. (PGL Schedule E-2, p. 16) Peoples Gas

provided documentation for this proposed change in PGL Ex. 12.9.

PGL Ex. 12.9, line 1, column [J], indicates that the cost of this service is $21.50.
Under the Company’s proposal of $18, Peoples Gas would recover 93% of its
current cost of service, which is less than the 97% cost recovery that was
approved in the Companies’ 2009 rate case. The cost for this service has

increased by 39% since the Companies’ 2009 rate case.

Is it reasonable to recommend that a utility recover less than 100% of its
cost of service even though the charge may have previously been set to
recover closer to its full cost?

Yes. In my review of this charge | believe it may cause rate shock if the charge
were to be set to recover 100% of the cost of the service which would result in a

43% increase. | believe that gradually increasing this charge to get closer to full
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cost of service recovery is appropriate at this time.

Do you recommend that Peoples Gas’ proposal to set the charge for a
succession turn-on at $18 be approved?

Yes. Peoples Gas’' proposed increase is between 20% - 25% over the current
charge for this service. Bringing this charge to full cost of service for Peoples
Gas would result in a 43% increase, which may be considered rate shock. After
reviewing the documentation (PGL Ex. 12.9) that the Company has provided, |
find the Company’s support to be an acceptable basis for the charge and |
recommend that the Service Activation Charge for a succession turn-on be set at

$18.

D. North Shore Straight Turn-on

Please discuss North Shore’s proposal for a straight turn-on.
North Shore is proposing to increase the charge for a straight turn-on from $35 to
$42, or a 20% increase. (NS Schedule E-2, p. 18) North Shore provided

documentation for this proposed change in NS Ex. 12.9.

NS Ex. 12.9, line 2, column [J], indicates that the cost of this service is $64.38.
Under the Company’s proposal of $42, North Shore would recover 65% of its
current cost of service, which is less than the 80% cost recovery that was

approved in the Companies’ 2009 rate case. The cost for this service has
28
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increased by 84% since the Companies’ 2009 rate case.

Is it reasonable to recommend that a utility recover less than its cost of
service even though the charge may have previously been set to recover
more of its full cost?

Yes. The Company’'s proposal to increase this charge by only 20% results in
less than 80% in cost recovery. In my review of this charge | believe that it would
cause rate shock if the charge were to be set closer to the cost of the service

which would result in an 84% increase.

Do you recommend that North Shore’s proposal to set the Straight Turn-on
at $42 be approved?

Yes. The proposed increase is between 20% - 25% over the current charge for
this service. After reviewing the documentation (NS Ex. 12.9) that the Company
has provided, | find the Company’s support to be an acceptable basis for the
charge and | recommend that the Service Activation Charge for a Straight Turn-

on be set at $42.

E. Peoples Gas Straight Turn-on

Please discuss Peoples Gas’ proposal for the Straight Turn-on change.

Peoples Gas is proposing to increase the Straight Turn-on from $25 to $30, or a
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20% increase. (PGL Schedule E-2, p. 16) Peoples’ Gas provided

documentation for this proposed change in PGL Ex. 12.9.

PGL Ex. 12.9, line 2, column [J], indicates that the cost of this service is $58.93.
Under the Company’s proposal of $30, Peoples Gas would recover 51% of its
current cost of service, which is less than the 52% cost recovery that was
approved in the Companies’ 2009 rate case. The cost for this service has

increased by 135% since the Companies’ 2009 rate case.

Do you recommend that Peoples Gas’ proposal to set the Straight Turn-on
at $30 be approved?

Yes. As | discussed above, this proposed increase is between 20% - 25% over
the current charge for this service. Bringing this charge closer to full cost of
service would result in an almost 200% increase, which would be considered rate
shock. After reviewing the documentation (PGL Ex. 12.9) that the Company has
provided, | find the Company’s support to be an acceptable basis for the charge
and | recommend that the Service Activation Charge for a straight turn-on be set

at $30.

F. Relighting More Than Four (4) Appliances

Are the Companies proposing a change in the charge for relighting more
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than four (4) appliances?

Yes. The Companies are proposing to increase the charge to relight more than
four (4) appliances from $5 to $10 for both North Shore and Peoples Gas. (NS
Schedule E-2, p. 18 and PGL Schedule E-2, p. 16) The documentation for this

proposed change is in NS Ex. 12.9 and PGL Ex. 12.9.

Please discuss the Companies’ proposal for relighting more than four (4)
appliances.

NS Ex. 12.9, line 3, column [J], indicates that the cost of this service is $14.69
and PGL Ex. 12.9, line 3, column [J], indicates that the cost of this service is
$15.27. Under the Companies’ proposal of $10, North Shore would recover 75%
of its current cost of service and Peoples Gas would recover 65% of its current

cost of service.

The proposed $5 increase to $10 is a 100% increase in the charge; however, this
change will move the Companies closer to full cost recovery of this service. The
percentage change is higher than the average proposed increase by the
Companies, but the cost to provide the service has increased 200% since the
Companies’ 2009 rate case. Moreover, the nominal dollar increase is relatively
low; therefore, for all of the above reasons the proposed increase is warranted

for this charge.
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Do you recommend that the Company’s proposal to increase the charge to
relight more than four (4) appliances be approved?

Yes. | have reviewed the supporting documentation (NS Ex. 12.9 and PGL Ex.
12.9) that the Company has provided. | find the Companies’ support to be an
acceptable basis for the changes and | recommend that the charge to relight

more than four (4) appliances be set at $10.

G. Service Reconnection Charges

Please describe the Service Reconnection Charges.

Service Reconnection Charges are assessed to a customer whose gas was
turned off for a variety of reasons. Each customer is entitled to a waiver of one
Reconnection Charge in a 12-month period if the service is discontinued for non-
payment except in a situation in which the customer requested disconnection and
then wanted to be reconnected within 12 months or in a situation in which the
service was disconnected at the main. There are three types of service
reconnections following an involuntary disconnection for which the Companies
currently charge customers: 1) basic reconnections which require only a meter
turn-on; 2) reconnections which require installing a new meter to replace a meter
that was removed (“reset” meter); and 3) reconnections that involve excavating at
the main.
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H. Basic Reconnection Charge

Are the Companies proposing an increase to the basic Reconnection
Charge?

Yes. The Companies propose to increase the basic Reconnection Charge from
$60 to $75, a 25% increase. (NS Schedule E-2, p. 18 and PGL Schedule E-2, p.
16) The Companies provided documentation for this proposed change in NS Ex.

12.9 and PGL Ex. 12.9.

Please further discuss the Companies’ proposal for the basic
Reconnection Charge change.

NS Ex. 12.9, line 8, column [J], indicates that the cost of this service is $79.83
and PGL Ex. 12.9, line 8, column [J], indicates that the cost of this service is
$83.67. Under the Companies’ proposal of $75, North Shore would recover 94%
of its current cost of service and Peoples Gas would recover 90% of its current
cost of service. The proposed changes would be an increase in the recovery of
the cost of service from 91% for North Shore and from 76% for Peoples Gas.
The proposed changes address the Commission directive in the Companies’
2009 rate case to gradually move toward full cost recovery as previously
discussed in my testimony. (Docket Nos. 09-0166/0167 (Cons.), Order, January

21, 2010, p. 227)
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Do you recommend that the Companies’ proposed basic Reconnection
Charge increase be approved?

Yes. | have reviewed the supporting documentation (NS Ex. 12.9 and PGL Ex.
12.9) that the Companies have provided. | find the information to be an
acceptable basis for the changes and | recommend that the charge for the basic
Reconnection Charge be set at $75 for both North Shore and Peoples Gas. The
same $75 Reconnection Charge would also apply to any customer who requests
service discontinuance and subsequently requests service reinstatement within

12 months.

l. Reset Meter

Are the Companies proposing an increase to their Reconnection Charge
when the meter has to be reset?

Yes. The Companies are proposing to increase the charge from $125 to $150.
(NS Schedule E-2, p. 18 and PGL Schedule E-2, p. 16) The Companies
provided documentation for this proposed change in NS Ex. 12.9 and PGL Ex.

12.9.

Please further discuss the Companies’ proposal for the Reconnection
Charge when the meter needs to be reset.

NS Ex. 12.9, line 21, column [J], indicates the cost of this service is $242.50 and
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PGL Ex. 12.9, line 21, column [J], calculates the cost of this service is $198.15.
Under the Companies’ proposal of $150, North Shore would recover 62% of its
current cost of service and Peoples Gas would recover 76% of its current cost of
service. The proposed changes would be an increase in the recovery of the cost
of service from 49% for North Shore and from 55% for Peoples Gas. The
proposed changes address the Commission directive in the Companies’ 2009
rate case to gradually move toward full cost recovery as previously discussed in
my testimony. (Docket Nos. 09-0166/0167 (Cons.), Order, January 21, 2010, p.

227)

Do you recommend approval of the Companies’ proposed Reconnection
Charge increase when the meter has to be reset?

Yes. | have reviewed the supporting documentation (NS Ex. 12.9 and PGL Ex.
12.9) that the Companies have provided. | find the information to be an
acceptable basis for the changes and | recommend that the Reconnection
Charge, if the meter has to be reset, should be set at $150 for both North Shore

and Peoples Gas.

J. Reconnection Charge at the Gas Main

Are the Companies proposing an increase to the Reconnection Charge

when service reconnection requires excavating at the main service pipe?
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Yes. The Companies are proposing to increase the charge from $350 to $425.

(NS Schedule E-2, p. 18 and PGL Schedule E-2, p. 16)

Please further discuss the Companies’ proposal for the Reconnection
Charge at the gas main.

NS Ex. 12.9, line 26, column [J], indicates that the cost of this service is
$1,463.91 and PGL Ex. 12.9, line 26, column [J], indicates that the cost of this
service is $2,280.15. Under the Companies’ proposal of $425, North Shore
would recover 29% of its current cost of service and Peoples Gas would recover
19% of its current cost of service. The proposed changes would be an increase
in the recovery of the cost of service from 18% for North Shore and from 16% for
Peoples Gas. The proposed changes address the Commission directive in the
Companies’ 2009 rate case to gradually move toward full cost recovery as
previously discussed in my testimony. (Docket Nos. 09-0166/0167 (Cons.),

Order, January 21, 2010, p. 227)

Do you recommend approval of the Companies’ proposed Reconnection
Charge increase at the gas main?

Yes. | have reviewed the supporting documentation (NS Ex. 12.9 and PGL EXx.
12.9) that the Companies have provided. | find the information to be an

acceptable basis for the changes and | recommend that the Reconnection
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Charge at the main should be set at $425 for both North Shore and Peoples Gas.

Summary of Tariff Recommendations

Please summarize your tariff-related recommendations.
| recommend that the Commission approve all aspects of the Companies’
proposals to increase the Service Activation Charges and the Reconnection

Charges.

Does this conclude your prepared direct testimony in this proceeding?

Yes, it does.
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