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ILLINOISPOWER COMPANY
DOCKET NO. 01- 0432
PREPARED SURREBUTTAL TESTIMONY OF JACQUELINE K. VOILES
NOVEMBER 14, 2001

I. Introduction and Purpose of Testimony

Please state your name, business address and present position.

Jacqudine K. Voiles, 500 South 27th Street, Decatur, lllinois 62521. | am currently the
Director of State Regulatory Reations in the Legd and Regulatory Services Department of
Illinois Power Company (“Illinois Power”, “1P” or “Company”).

Have you previoudy submitted testimony and exhibits in this proceeding?

Yes, | previoudy submitted |P Exhibits 5.1 through 5.11.

What is the purpose of your surrebuttal testimony in this proceeding?

| will respond to certain issues in the rebuttd testimonies of Staff witnesses Harden, Schiaf and
Borden; I1EC witness Stephens, and MidAmerican Energy Company (“MEC”) witness Phillips.

Il. Responseto Staff Withess Harden

Have you reviewed Staff witness Harden's rebuttd testimony concerning her proposed
trestment of resdential customers on Rider 1SS?

Yes. Ms. Harden continues to recommend that resdentiad customers that end up on Rider 1SS
should be limited to paying the resdentid bundled rate plus 10%. She dates that her
recommendation removes the impact of price volatility as wel as potentidly extremey high
electricity prices and reduces a barrier to participation in the competitive market for resdentia

customers. She adso dates that if the Company finds that her gpproach causes an
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underrecovery, the Company can recover the underrecovered costs through residential delivery
ratesin afuture proceeding.
Is Ms. Harden's recommendation that IP seek to recover in future rate cases
over/underrecoveries that would arise from serving ISS load a a bundled plus 10% rate
acceptable to IP?
No, and it should not be acceptable to the Commission or the customers of Illinois Power. To
suggest that |P should seek to charge dl customers a cost that clearly arises from the actions or
inactions of a specific, known group of customers a a specific and known time is not
appropriate.  Illinois Power was not obligated to offer this service and has only done so to
mitigate the risk that the customers would face should they suddenly find themsdalves without
supply. To now ask IP to bear a Sgnificant portion of the cost of voluntarily providing this
sarvice, and then to only alow the Company to seek recovery upon the filing of a future rate
case — and further to then ask that this cost be recovered, not from the customer who caused
the cogt to be incurred, but rather from every customer taking delivery services in the future —is
not a good solution. Charging dl DST customers for accumulated prior costs specificaly
incurred on behaf of other specific customers in and of itself would present a future barrier to
entry. Additiondly, it should be noted that given the highly volatile nature of eectric prices and
the uncertainty relaed to when, for what length and in what volumes customers will utilize the
service, it is unreasonable to presume that the total costs of providing this service in any given
test year will be comparable to the cost of providing this service in any future year.

Further, | am unaware of any mechanism that could be used to alow IP to recover

severd years of accumulated Rider 1SS under-recoveries in a future year's rate case.  This
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sounds like a proposa to recover deferred expenses incurred prior to the test year, which has
been rgected in the past. This gpproach aso would likely be objected to as retroactive
raemaking. Findly, as | have mentioned, there would seem to be no bass to require dl
customers to pay higher rates to recover costs that may have been incurred because some
resdentia cusomers may have dedt with unrdiable RESs, or faled to arrange new supply
options by the time their RES contracts expired, and thus wound up on Rider ISS.

Ms. Harden raises the possibility of resdentid customers facing potentially high market prices if
they wind up on Rider ISSis a barrier to participation in the competitive market. What is your
response?

Customers can minimize their exposure to charges related to Rider ISS by adequately
researching and sdecting their supplier and keeping track of ther obligations — including
knowing the date that their contract with their supplier terminates and properly arranging for
subsequent supply.  Furthermore, | expect that any customer conddering going into the
competitive market should understand there are risks involved. Nonetheless, to further mitigate
customer concerns, we proposed spreading any extremely high ISS prices over 3 months, as
explained in my direct testimony.

1. Responseto Staff Witness Schlaf

Q. What issuesraised by Staff witness Dr. Schlaf will you address?

A.

Dr. Schlaf raised the following issues in his rebutta testimony which | will address 1) use of
electronic 9gnatures; 2) dlowing ddivery service customers to rescind their 30-day notice to

return to bundled service; 3) “third party billers’; and 4) splitting gas and ectric bills.
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8. Q. If the Commission ultimately decides that the use of dectronic Sgnatures satifies the verifigble

0.

Q.

authorization requirements for Letters of Agency, would the Company agree to reference, in

both its tariff and Implementation Plan, that eectronic Sgnatures can be used?

. Yes asl indicated in my rebuttal testimony, if the Commisson decides that the use of dectronic

ggnatures is acceptable, the Company would certainly be willing to include a reference to this
fact in its tariffs and Implementation Plan. The Company dso bdieves that such provisons
should be adopted a the same time by dl the utilities. | would dso note that Dr. Schlaf and |
agree tha the specific details surrounding the use of eectronic signatures would be best worked
out in aworkshop setting.

Dr. Schlaf provides additiond comments supporting his postion that a customer should be
alowed to rescind its 30-day notice to return to bundled service during the 30-day period.
Does this change your opposition to his proposal?

No, it does not. As Dr. Schlaf points out on lines 38-42 of his rebuttal testimony, he can
envison a Stuaion where the Company could resdll the power after a customer rescinds its
notice and be potentidly better off. | certainly agree that there is potentia, both postive and
negative. However, | continue to believe there is more potentia for a negative outcome given
the economics. If a customer has given its notice to return to bundled service, it has done o
either because bundled service appears to be its best option or because the customer is ill
weighing the options. If the customer ultimately decides to rescind its notice, then either market
prices have dropped enough to make aternatives more attractive or the customer findly made a
decison. If the decison was made due to changes in market prices, then the vaue of any

power that the Company had purchased to serve the customer would be less than what the
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Company paid for it. | would tend to agree with Dr. Schlaf that thisis not likely to be an every
day occurrence, but the potentia seems to be a negative for the Company. And, the odds are
not even —they are sacked againg the utility.

Dr. Schlaf gates that if the Company is concerned about being stuck with uneconomic power
due to customers rescinding their notice, that |P could reduce the 30-day notice to fewer days.
What is your response?

| disagree. If a customer can rescind its return to bundled notice a anytime, the notice and the
minimum notice period become meaningless regardiess when it is recelved.

Where did the 30-day notice period to return to bundled service initidly come from?

Actualy, Dr. Schlaf proposed it in IP's first DST rate case (ICC Docket Nos. 99-0120 and
99-0134 (Consol.)) as an dternative to requiring al customers to return to bundled service for
24 months. IP accepted his compromise proposd in that case. Dr. Schlaf has not given
sufficient reason as to why a provison which the Company agreed to as part of a compromise
in the last case should now be changed.

Regarding IP s requirement in Section 6(u) of its proposed Standard Terms and Conditions, Dr.
Schlaf gates that he does not object to it in principle since the Commisson’'s Trangtiond
Funding Order (“TFO”) in Docket No. 98-0488 clearly envisons that some entities should be
conddered to be third party collectors, but requests greater clarification as to who these
provisons are intended to cover. Does the Company have any response?

Yes, Mr. Mortland explains the purpose and background of the “third party collection”
provison of the order in Docket No. 98-0488. He suggests arevision to Section 6(u), which if

adopted we would include in our find tariff.
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Will IP be able to ensure that it will accurately enforce the requirements of Section 6(u) in a
uniform manner?

IP istraining its Customer Service Representatives to screen for entities that may be subject to
Section 6(u), and has st up a new screen in its cusomer hilling system to help track such
entities. However, IP can not guarantee that the Company will never miss one. On the other
hand, making no atempt a dl to require entities to Sgn the agreements contemplated by
Section 6(u) would bein violation of IP s obligations under the TFO.

Dr. Schlaf gates that Staff generdly favors splitting bills for gas accounts from hills for eectric
accounts, even though it is probable that splitting gas and dectric accounts could create
adminigrative problems for Illinois Power, as well as additional costs. He aso requests that 1P
identify the codts that it would charge if it were to split gas and dectric accounts (1) for
individua customers, upon request and (2) for each ddivery services customer. What is your

response?

The issue of splitting bills has previoudy been raised in other dockets, workshops and meetings
with the Staff and other parties. | agree with Dr. Schlaf that there are numerous adminigirative
problems with splitting customers bills beyond whet is dready being done for a RES performing
SBO. 1P recommends further exploration of these issues in aworkshop process. In addition, if

the Commission chooses to require bills to be split, it should require it of dl combination utilities.

Has the Company developed potential charges for performing this function?

Firg, | would dso like to note that while Dr. Schlaf has inquired about the potentid cost of
providing this service, MEC witness Phillips who initidly raised this issue, has not only not

inquired about the costs, but has stated that cost shouldn’'t be an issue. He aso has not agreed
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that the requestor should pay for this service. All that said, the Company has not yet developed
gpecific charges, and was unable to develop a comprehensive cost andyss in the short-time
avallable to prepare surrebutta testimony. However, it is clear thet in order to be able to split
eectric and gas hills and accounts when requested, substantial re-programming of IP's
Customer Information System would be required, for such functions as hill preparation, posting
and tracking of payments, credit scoring, and initiating collection actions, including
disconnection.  We have made a very rough estimate that splitting bills or physicaly splitting
accounts could take between 2000-4000 hours of programming just to alow the billing system
to handle the flexibility of customers choosing one bill or split bills. Thus, the programming done
could cost more than $250,000. This does not take into account dl of the other administretive
and operationa issues and concerns that splitting bills would create, such as disconnection
actions, cal center efficiency and customer histories. For example, today when a combination
customer has unpaid amounts, to the point a which disconnection is warranted, IP dways
disconnects the customer’s dectric service, because it is chegper and safer to disconnect and
reconnect the eectric service than the gas service. If bills and accounts were split, then IP may
have to disconnect the service on which the customer was in arrears.

Do you have any other comments on Dr. Schlaf’ s testimony concerning splitting accounts?

Yes. Dr. Schlaf gtates on lines 227-230 of his rebuttal testimony that “splitting gas accounts
from eectric accounts would enable a Retail Electric Supplier who does not sell naturd gas to
its electric customer to obtain customer account information that pertains only to the customer’s
eectric account.” Clearly, a RES that is performing SBO will only receive eectric information

through EDI, and thus does not have to look a gas information. If Dr. Schlaf is referring to
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other account information, a RES or agent may smply obtain this information from the
Company’ s website.

1V. Responseto | CC Witness Borden

Staff witness Borden recommends that language be deleted from S.C. 110 that “requires retail
customers to pay IP for transmisson costs incurred, but not paid by the customer’s Retall
Electric Supplier (RES)”. What is your response?

Mr. Borden goes to great lengths to discuss his opinion as to whether a Letter of Agency, S.C.
110 or the OATT creates an agency rdationship that would alow IP to collect unpad
transmisson revenues from the retall cusomers. Since | believe that the determination of rights
and respongibilities created by agency law is a lega question that can be better addressed in
briefs, | will not respond to his rebuttal testimony in detall here. However, as stated in my
rebuttal testimony, the Company believes that the OATT does establish an agency relationship
and will implement the OATT accordingly regardiess whether there is explicit language included
in SC. 110. The Company believes its current language, as well as the revison proposed in
rebuttal and agreed to by Mr. Borden, serve to help inform customers of their obligation.

Do you have any other comments regarding Mr. Borden' s testimony?

On page 2 of his rebuttal testimony, Mr. Borden dates that there are three transmisson
customers taking tranamission service from IP as a Trangmission Service Agent (TSA) to serve
retail customers. He states that his source is the Company’ s response to Staff data request DB-
2. However, the response to DB-2 actudly lists five TSAs serving retall cusomersin 2001

V. Responseto |IEC Witness Stephens

What issues raised by 11EC witness Stephens will you address?
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| will address the following issues raised by Mr. Stephens:. 1) the cancellation provisons of S.C
24; 2) the avallability of frozen bundled rates for cusomers returning from delivery service; and

3) RESs being liable for transmisson charges.

Mr. Stephens dates that the ICC should not be swayed by the fact that the increase in DST
rates will have little impact on delivery services customers totd |P bills due to trangtion charges
(TCs), since this gtuation could change if market prices move up again. He dates that for
ddivery services customers with a zero TC, the impact of increased DST rates would go

“drraight to the bottom ling”. What is your response?

While Mr. Stephens sounds the alarm about this potentid impact on cusomers bottom line, he
has provided no anadysis as to what this redly means. For the customers above 1 MW that Mr.

Stephens generdly represents, the current average DST rate per KWh is gpproximately 0.11
cents per KWh. Under IP's proposed rates, this average increases to just under 0.16 cents per

kWh. Thus, IP s total proposed increase is less than 0.05 cents per KWh (less than %2 a mil).

Transmission rates are d'so asmall portion of the customer’ stotal cost as compared to the price
of power and energy. As Mr. Stephens mentions, market prices have dropped by 25% (i.e,

from approximately 4 cents to 3 cents per kWh) but may some time in the future increase again.

If market prices swing upward enough to cause many customers to have zero TCs, | would

expect that customers would be more concerned with the increased hills due to changes in
market prices, and could possibly return to bundled tariffs. Thisis particularly so given that a
zero TC, by definition, suggests that the bundled tariff rate is near or below market prices.

Mr. Stephens dates that provisons in some of IP's bundled rates should be changed to

encourage customers to move to DST, even if only to PPO. Do you agree?
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No. | have dready stated in my rebuttal reasons why the provisonsin SC. 24 and Rider S
should remain in place. As for encouraging customers to move to Rider PPO, Mr. Stephens

dates that “PPO service represents a very significant step toward competitive supply, in that the

customer leaves bundled service and begins ddivery service, with a generation rate thet is based

on wholesale market prices, rather than cost of service” | agreethat if acustomer looked at its
detaled hill, it may see a market price. However, PPO is desgned, dong with Rider TC, to

essentidly provide the customer with a savings or a discount from its bundled service hill equd

to the statutory “mitigation factor.” While there may be monthly or seasond fluctuations, a
customer that continues the same usage characteristics as in the past should see mitigation factor

savings on an annua bass. As such, PPO represents a very low risk option for the customer.

Given that the customer’s obligations under PPO are not defined through a bilateral negotiation
process, but rather have been established through the statute and the regulatory process, and

that such obligations are very amilar to those which exis under their bundled rates, Mr.

Stephens  characterization of a customer’s movement to PPO as a“very sgnificant step toward

competitive supply” is an exaggeration.

Does Mr. Stephens appear to understand your rebuttal position on dlowing an S.C. 24
customer outside its primary term to rescind its 12-month cancellation notice any time during the

ensuing 10 months,

He doesn't seem to understand since he dtates “that IP is willing” and refers to this as IP's
proposd. | believe my rebuttd testimony was quite clear that thisis dready IP s current palicy,

not a new proposa. As | previoudy mentioned, the Company agreed to adopt this policy
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following discussons with the IIEC. Thus, the Company thought this issue was dready
resolved.

Mr. Stephens argues that IP's willingness to dlow an SC. 24 customer to rescind its
cancdlation notice within 60 days tacitly admits that 60 days is sufficient time to make supply
arrangements for S.C. 24 cusomers. Therefore, the argument goes, IP should be willing to
permit S.C. 24 customers to leave on even lesser notice once outside their primary term. Do
you agree?

No, for severd reasons. Firdt, Mr. Stephens seems to forget that this is a ddivery service rate
case and not a bundled tariff case. Second, S.C. 24 is an optiond rate that has, by its terms,
gpecia conditions attached to a service that has a discounted price. Third, while thisis not a
supply issue, | note that we did not agree to let S.C. 24 customers have a rolling 60-day
window. Rather, if the customer chose to rescind its notice, that customer was subject to
another full 12-month cancellation period. Fourth, we chose to dter our policy as a customer-
friendly approach for those customers who had benefitted from this optiond rate but
nonetheless were interested in choice. The IIEC has chosen to attempt to take advantage of
our gpproach and push for more. Our agpproach, however, adso preserved a distinction
between S.C. 24 and S.C. 21. Under these circumstances, if Mr. Stephens would prefer, IP
will dter its current position and return to requiring a full, twelve-month notice with no rescisson
for S.C. 24 customers.

Mr. Stephens proposes that once a customer has fulfilled a primary term on S.C. 24 but
subsequently has left the rate for S.C. 110, it should be able to return again to S.C. 24 without

being subject to the primary term provison. Do you agree?
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No. Fird, SC. 24 is an optiond rate. As| dated in my rebutta, the primary term and the
guaranteed energy are directly tied to the energy discount customers receive on this tariff. Mr.
Stephens seems to want to advantage customers based on their past circumstances rather than
their current Stuation. For example, congder two customers with smilar load characteristics
that both began service from IP in 1995. One chose S.C. 24 while the other was unsure of the
risk/return tradeoff of S.C. 24 and therefore selected S.C. 21. Assume that both customers
had smilar usage characteristics with a high load factor from 1995 through 2000. During this
period, 1P would have been assured that the customer on S.C. 24 would have to pay at least
the guaranteed energy. In return, the S.C. 24 customer was charged less than the SC. 21
customer. Now assume that both customers took delivery services (switched to S.C. 110) in
2000. The S.C. 24 customer would have alower TC, but otherwise we would expect the two
customers to pay smilar market prices. Now in 2001, both customers want to return to IP's
bundled tariffs and take service on S.C. 24. Under Mr. Stephens proposd, the customer
previoudy served under S.C. 24 would not be subject to the same primary term provisons as
the previous S.C. 21 customer even though the customers are Smilarly Stuated. This seems
discriminatory to me in that there is no cost basis for the difference in treatment of the two
customers. In fact, the S.C. 21 customer actudly paid more money to IP since service began in
1995.

Mr. Stephens restates his position that customers who are on or have previoudy been on tariffs
that are closed should be dlowed to return to those tariffs. He aso states that you did not
mention that he proposed to limit the duration of his proposa until such time as these rates are

declared competitive. Do you have a response?
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| have dready stated my postion in my rebuttal testimony. However, | would add that his
suggestion to limit his proposd is not worth much since the Company would likely cancd any
closed tariffs as soon as possible after the service is declared competitive.  Furthermore, many
customers that were once on Rider S, cancelled their Rider S service and returned to bundled
savice dether before or after the beginning of cusomer choicee These customers are
permanently prohibited from returning to Rider S. In fact, IP has been congstent with its policy
that Rider S is closed and does not believe it is fair to now make exceptions for the few
remaning customers when they switch to ddivery sarvices.

Mr. Stephens suggests that |P' s ddlivery tariffs should be revised to dlow a RES to guarantee
payment, be liable for transmisson service under the OATT and provide thet the retail customer
would not be liable, even if the customer does not pay. Do you agree with his proposal?

No. A RES (or TSA) can “guaranteg’ payment if it wishes, but IP should retain the ability to
pursue the retall customer if the RES or TSA does not pay for transmisson services. | should
point out that both current and proposed S.C. 110 state with respect to the recovery of
transmisson changes from the retaill customer, “Before hilling the charges to customer, utility
ghdl first pursue al reasonable collection actions againg Customer’s RES, MSP or TSA,
including initidly aclam againgt any bond or other security the RES, MSP or TSA has posted.”
|P agreed to this language to resolve thisissue in the 1999 DST case.

V1. Responseto MEC Witness Phillips

What issues raised by MEC witness Phillips will you address?
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| will address the following issues raised by Mr. Phillips in his rebuttd tesimony: 1) the
provisons of Section 6(u) of 1P s Standard Terms and Conditions and 2) splitting customers
bills between gas and eectric service.

Mr. Phillips, like Dr. Schiaf, expresses some confusion regarding what entities are covered by
the provisons of Section 6(u). 1sthe Company providing additiona clarification?

Yes. As | have previoudy indicated, Mr. Mortland is addressing this topic in his surrebuttal
testimony.

Mr. Phillipsis concerned that requirements of Section 6(u) to Sign an agreement with I[P will be
a barrier to the development of innovative services. He aso expresses concern that Section
6(u) will be gpplied sdlectively to certain entities, thus cregting discrimination. Do you agree?
No. Clearly, reviewing and Sgning a short, five-page agreement once is not burdensome in
itself. With respect to Mr. Phillips second point, in my response to Dr. Schiaf, | have dready
dated that 1P will not knowingly discriminate in requiring agreements under Section 6(u).

Mr. Phillips continues to propose that IP split gas and dectric bills upon request. Do you
agree?

| addressed this issue in response to Dr. Schlaf. However, | do have a couple of additiona
points | would like to make in response to Mr. Phillips. As part of his argument, Mr. Phillips
dates that “the dectric cusomers in IP service territory were granted choice, entitling them to
make decisons regarding ther dectric service within the context of the law”. | assume that the
reference to the law here means the deregulation law that forms the basis for customer choice. |
would like to note that the law did envison the development of competition surrounding the

billing function; that is why one subsection of the law was written (Section 16-118(b)). This
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subsection of the law requires dectric utilities to file tariffs dlowing RESs to provide the angle
bill option. It dso includes very specific requirements concerning this option.  In contrast,
nowhere in the law is there a requirement that a utility permit non-RES agents to perform billing
functions. | am not saying that non-RES billing agents should not be dlowed, | am smply
dating that the law did not entitle agents and customersto any and dl rightsin thisregard as Mr.
Phillips suggests.

More notable is a topic upon which Mr. Phillipsis glent. The law specifies that utilities
should be able to recover their cost of providing ddivery services. As | daed earlier, Mr.
Phillips has not stated that customers or agents should be required to pay the costs associated
with splitting bills. Mr. Phillips slence on this point seems to imply that the cost and cost
recovery of requiring [P to split billsisnot anissue. | believeit is.

Mr. Phillips seems to imply that the existence of agents and particularly billing agents are a new
recent development. Do you agree?

No. Certanly, there is renewed emphasis on agents because of the opening up of customer
choice in the eectric busness. However, agents have been active since a least the mid-1980's
when gas deregulation began. Furthermore, thisis not just an unbundled service issue. P has
many bundled gas and dectric customers who aso have agents for their accounts. Some are
amply account agents while others are billing agents. My poaint is that the issue of agents and
the possible splitting of bills are not new and are not just adelivery service issue.

Do you have any other comments concerning the splitting of bills?

Yes If the Commisson should ultimately decide that utilities should be required to split bills, all

combination utilities in Illinois should be required to comply. As with the use of dectronic
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signatures, the detailed procedures would probably best be developed in a generic docket or
workshop.
33. Q. Doesthis conclude your prepared surrebutta testimony?

A. Yes, it does.



