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THE EQLIUS BUILDING 
l&7 WET MAIN STREET 

LEXINGTON, KJ?NTUCKY 4.0507 
(869)  ~ & E - O O O O  

($60) 964-4763 FAX 

PUBLIC SERVICE 

Ifthere f4 II problem with transmission or if a11 pages are not recslved, please call (859) 254-0000 for retrunsmission. 

TO: $&bile Mitchell/Filing Division Fax #: (502) 564-3460 

FROM: Matthew R. Malone DATE. luly29, 2010 

RE: ]INTERSTATE GAS SUPPLY, INC., SQIJTHSTAR ENERGY 
SERVICES, LLC'S AND VECI'KEN SOURCE'S 
RESPONSE TQ DATA REQUEST OF AARP, COMMISSION STAFF, DUKE ENERGY 

Number of pages including this cnver page: 
- 

This message is inrended only for the use of the individual or entity to which it i s  addressed, and may contain 
informmion that is PRIVILEQED, CONPIDBWTIAI, and exempt from disclosure under applicable Law. I f  the 
reader of this nievsnge is not the intended recipieur, or the employee or agent responsible f6r delivering rhe 
message to rhe inrendexl recipient, you are hereby notified that any dissemination, di.stribution Or copying of rhis 
communication is strictly prohibited. If you have received this cominunicati~n in error, please notify us 
immediarely by relephone, and return the original to us by mail without making a copy. Thank )UI. 

Comments: 

Please 5ee the attached. 

Should you have any questions, please do not hesirate to caI1. 

Thank you! 
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In the matter of CASE NO. 2010-00146 

AN INVESTIGATION OF NATURAL 
GAS RETAIL COMPETITION PROGIPAMS 

--- -c 

INTERSTATE GAS SUPPLY, 1LNC9§, SQUTRSTAR ENERGY SERVICES, LLC’S AND 
VECTREN SOURCIE’S MOTION TO HILE DATA REQUEST 

----- IWESPON9E EXIIIBITS OUT Oli’ TIME .-. 

Comes Interstate Gas Supply, Inc. (“IGS”), SouthStar Energy Services, LLC 

(“SouthStaP’) and Vectren Retail, L t C  d/b/a Vectren Source (‘cVectreii”), individually, and 

hereiiaufter, collectively (“RGS”), and request until the niorning of July 30,2010 to file their data 

request response exhibits out of time. 

RGS are required to file and serve data. requests responses on July 29, 2010, with the 

Commission pursuant to previous procedural order in the above-referenced matter. RGS 

completed the substantive data request responses and filed same, however, given the 

cumbersome nature of some of response filings and specifically the exhibits associated with 

same, counsel had delay in compiling the pleadings with the exhibits. 

Wherefore, WGS, IGS, SouthSaar and Veclreii, individually and collectively, vespecthlly 

request until the morning of Friday, July 30, 2010 lo file the Exhibits associated with RGS data 

request responses out of time. 
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Respectfully submitted, 

N o .  5051 P.  3 

HURT, CROSBIE 62 MAY PLLC 

W&M& r 

William €1. May, 111 
Matthew R. Malone 
The Equus Building 
127 West h4ain Street 
Lexington, Kentucky 40507 
(859) 254-0000 (office) 
(859) 254-4763 (facsindej 

Counsel for the Marketers, 
INTERSTATE GAS SUPPLY, IIVC. 
SOUTHSTAR ENERGY SERVICES, LLC 
alld 
VECTREN FtETAIL, LLC D/B/A 
VECTREN SOURCE 

CERTIFICATE OF SERVICE 

I hereby certify that an original of this Motion were served via facsimile upon Jeff 
Derouen, Executive Director, Public Service Commission, 21 1 Sower Bouievad, Frankfort, 
Kentucky 40602-0615 md Hon, Anita Mitchell; furthermore, it was served by mailing a copy by 
first class U.S. Mail, postage prepaid, on the following, a l l  on this 2gth day of July, 2010. 

'Lonnie E Belllar 
Louisville Gas md Electric Company 
220 W, Main Street 
lp. 0. Box 3201 0 
Louisville, MY 40202 

Tom E'itzgerald, Esq. 
Liz D. Edmondson, Esq. 
Kentucky Resources Councill, Inc. 
P,O, Box 1070 
Frmk€obrt, KY 40602 

John B Brotvn 
Delta Natural Gas Compaizy, hc .  
36 17 Lexington Rood 
Winchester, KM 403911 

2 
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Judy Cooper 
Columbia Gas of Kentucky, Inc. 
200 1 Mercer Road 
P, 0, Box 14241 
Lexington, KY 405 12-4241 

Rocco D’Ascenzo, Esq. 
Duke Energy Kentucky, Inc. 
139 East 4th Street, R.25 At 11 
P. 0,  Box 960 
Cincinnati, QH 45201 

John M Dosker, Esq, 
Strand Energy Corporation 
1.077 Celestial Street 
Building 3, Suite 110 
Cincinnati, OH 45202- 1629 

Brooke E Leslie, Esq. 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Drive 
P.O. Box 117 
Columb1ls, QII: 43216-01 17 

Mark Martin 
Atmos Energy Corporation 
3275 Highland Yointe Drive 
Oweisboro, KY 42303 

Iris G Skidmore, Esq, 
4 15 W. Main Street, Suite 2 
Frankfort, Kentucky 4060 I 

3 
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WiUiaiia C. W ~ r t ,  Jr. 
Scott A. Croubi@ 
William B. May, 111 
Michael D. Kalinyak 
Steven Leilare 
Mm.hew R. Malone 
Aaron D. Reedy 
James L. D e c k d  
Jacob K. Michul 

N o  5951 P 5 

ROSBIE & 

THE EQOVS B'UWLPING 
197 WEST MAIN STREET 

LEXINGTON, KENTUCKY 4oeo7 

Telephone - (S6Y)  25+0(100 
Facsimile - (859) 25f-4766 

July 29,2010 
Via Hand-Delivery 
MY. Jeff Derouen, Executive Director 
Kentucky Public Service Comiission 
211 Sower Boulevard 
Frankfort, Kentucky 40602 

Yennifer S .  Scutcbfield 4 

* Of Coonsel 

JUL '29 2010 
PUBLiC SERVICE 

COMMISSION 

Dear Mr. Derouen: 

Please find enclosed the original a n d  twelve (12) copies of Interstate Gas 
Supply Inc.'s, Southstar: Energy Services, LLC's and Vectren Source's collective data 
request responses lo Duke Energy. 

Please place the document of file. 

Regards, 

Matthew Malone 
C: Pile; Parties 

Offices in Lexington and Louisville 
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COMMONWEALTH OF ENTUCKY 

BEFORE THE KENTUCKY PUBLIC SERViCE COIvMSSION 

In the Matter of: 

AN INVESTIGATION OF NATWML GAS ) 
RETAIL COMPETITION PROGRAMS 1 CASE NO.2010-00146 

-- - -c__I 

HMTERSTATB GAS SUPPLY, INC’S, 
SOUfPiiSTAR ENERGY SERVICES, LLC’S AND 

VECTREN SOURCE’S 
INITIAL DATA REQUEST RESPONSES TO 

DUME ENERGY 

PILED: July 29,201 0 



J U I .  2'1. 2010 4 : 5 6 P M  N o .  5051 P. 7 

CQMMOIVWEALTH OF I[<ENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSlON 

AN INVESTIGATION OF NATURAL GAS ) 
RXTAIL CBMPETIITION PRQGRAMS 1 CASE NO. 2010-00146 

1 

%IERIFICATlON OF GREGORY IF. COLLINS 

Comes the undersigned, Gregoiy F. Collins, being duly sworn, deposes 

and states that he is President of Vectreiz Refail, LLC. d/b/a Vectren Source, that 

he has read the foregoing responses and exhibits and knows the matters 

contained therein; that said matters are true and correct to the best of his 

knowledge ai-tclh belief. 

COMMONWEALTH OF KENTUCKY ) 
) 

COUNTY OF FAYETTE ) 

Subscribed and sworn to me this 29Ul day of July, 2010, by Gregory F. 

Colliizs, 

Notgy Public 
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COMMONWEALTH OF UNTUCKX’ 

BEFORE THE KENTUCKY PUBLIC SERVICE COMM’ISSTON 

In the Matter of: 

AN INVESTIGATION QP NATURAL GAS ) 
CASE N0.2010-00146 RETAIL COMPETITION PROGRAMS j 

- 
INTERSTATE GAS SUPPLY, I[NC.’S, SOUTHSTAR ENERGY SERVICES, 

LLC’S AND ‘VECTIUIV SOURCE’S CERTKFICATIE, OF SERVICE REGARDING 
DATA YISEOr(EST RESPONSES TO DUKE ENERGY 

Comes now Interstate Gas Supply, Inc., Southstar Energy Services, LLC and 
Vec tren Source, individually, and collectively, by counsel, and hereby certify ilnt an 
original and twelve (12) copies of the attached data request respoiises to Duke Energy 
were served via hand-delivery upon Jeff Derouen, Executive Director, Public Service 
Commission, 21 1 Sower Boulevard, Frankfort, Kentucky 40602-061 5;  fui-thermore, it 
was served by mailing a copy by first class US Mail, postage prepaid, 01-1 the following, 
on this 291h day of July 20 10: 

Lonnie E Bellw 
LouisviIIe Gas and Electric Company 
220 W. Main Street 
F. 0. Box 32010 
Louisville, KY 40202 

John B Brown 
Delta Natural Gas Company, Inc. 
36 17 Lexington Road 
Winchester, KY 40391 

Judy Cooper 
Colunbia Gas of Kentucky, Inc, 
2001 Mercer Road 
I?. 0. Box 14241 
Lexington, KU 405 II 2-424 I 

Rocco D’Asceneo, Esq. 
Duke Energy Kentuck,y, Inc. 
139 East 4th Street, R.25 At II 
P. 0. Box 960 
Ciiiciimati, OH 4520 1 

- 1 -  
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Johi M Dosker, Esq,. 
Stmnd Energy Corporation 
1077 Celestial Street 
Building 3, Suite 1 10 
Cincinnati, OH 45202-1629 

Trevor I;. Earl, Esq. 
Reed Weitkamp Schell & Vice, PLLC 
500 W, Jefferson Street 
Suite 2400 
Louisville, KY 40202-28 12 

Thomas J. FitzGemld, Esq, 
CounseI & Director 
Kentucky Resources Council, Inc. 
P . 0 ,  Box 1070 
Fi*ankfoiZ. KY 40602 

Lisa Kilkelly, Escl. 
Legal Aid Society 
416 W. Muhammad Ali R1,vd. 
Suite 300 
Louisville, Kentucky 40202 

John B. Park, Esq. 
Katherine K. Yunker, Esq. 
Yunker & Park, PLC 
P.O. Box 21784 
Lexington, KY 40522-1784 

Brooke E Leslie, Esq. 
Columbia Cas of Kentucky, hc .  
200 Civic Center Drive 
P.O. Box I 1’9 
Columbus, QH 43216-01 17 

Mark Martin 
Atmos Energy Corporation 
3275 Highland Pointe Drive 
Overisboro, ‘KY 42303 

Iris G Skidnzorc, Esq. 
4 4 5 W. Main Street, Suite 2 
Frankfort, Kentucky 4060 1 

- 2 -  
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Respectfully submitted, 

William H. May, III 
Matthew R. Maloric 
The Equus Building 
127 West Main Street 
Lexington, Kentucky 40507 

(S59) 254-4763 (facsimile) 
(859) 254-0000 (Office) 

Counsel for, 
INTERS'II'ATE GAS SOPPLY, INC. 
SOUTHSTAR ENERGY SERVICES, LLC 
and 
VECTRTEN RETALL, LLC D/B/A 
VECTREN SOURCE 
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PSC Case’No. 2010-00146 
Duke Energy DR No. 00 1 
Respondent: Greg Collins 

INTEREXATE GAS SUPPLY, INC,, SOUTHSTAR ENERGY 
SERVICES, ELC’S ANI) VECTRlEN SOURCE’S 

RESPONSE TO DATA REQUESTS 0% DUKE ENERGY 

Pleslse provide copies of any and all studies, analysis, reports, or articles including work 
pa.pers, authored by Suppliers Witness Gregory Collins regarding gas retail choice for the 
last five years. 

Witness Collins has not authored any studies, cepoits or ei-tiicles regarding gas retail 
choice 111 last five years. 

1 Case No, 2020-00146 
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PSC Case NO. 2010-00146 
Duke Energy DK “No, 002 
Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, I& C. ,  SOtJTHS’L‘AR ENERGY 
SERVICES, LLC’S AND VECTREN SOURCE’S 

IULWONSE TO DATA REQUESTS OF Dum ENERGY 

Please identify and produce any study or analysis, including work papers, to sqpa r t  Mr. 
Collins’ claims regarding competition, as described on lines 8 though 20, on page 3 of 
Mi. Collins’ testimony. 

’Response: 

Attached are the following: 

2004 NY Commission Order diiecting the utilities to take a number of steps to improve 
choice (Exhibit A); 

2008 PA Order from the Commission stating that the h4arket in PA for residential 
customers was not sufliciently competitive, and directins a number of changes be made 
to better structure the market so that coinpetition could exist (Exhibit €3); 

2006 Testimony of Dr. Robeit Lawson in the D E 0  exit case, wherein he details what 
elements need to be present to allow competition to work (Exhibit C); 

Staff reports in the DE0 and COH auction cases suggesting the conmission accept the 
results of the auction as being good results, concentrating on these specific reports as they 
pravjde detail in comparing the OCR to the Auction results (Exhibit D); and 

2008 EIA report on Choice (Exhibit E). 

I Case No. 2010-00146 
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PSC Case No. 2010-00146 
Duke Energy DR No. 003 
Respoiidcnt: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, ELC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUESTS QF DUKE: ENERGY 

Request for Information 3 

ReferXing to the answering; beginning on page 5, line 20, though 8 of Mr. Collins’ 
testimony, identifji and produce the information supporting Mr. Collins’ claim that these 
circumstances “‘often” or “‘typically” occur. 

Response.: 

It has been Mr. Collins’ experience that as utilities unbundle and open their markets for 
choice, one of the primary issues that has to be addressed is identifying the mechanisms 
that have been historically used by the utilities to recover capcity and starage costs, 
hedging costs and related costs. Many of these costs, which in a choice environment are 
appropriately recovered though a commodity mechanism, have been included in the 
utilities’ base rates.. This was the case in all four Ohio utility territories prior to 
unbundling. This situation also existed at Northern Indiana Public Service, Atlanta Gus 
Light and at least two of the New York utilities with which Mr. Collins is familial.. 

Case No. 2010-00146 
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PSC Case No. 2010-00146 
Duke Energy DR No, 004 
Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC9S AND VECTREN SOURCE’S 

RESIPONSE TO DATA REQUESTS OF DUKE ENERGY 

Request ~ Q S  hfonnatiora 4 

Referring to the answer that begins on page 8, line 19 of Mr. Collins’ testimony, has MI. 
Collins performed any study or analysis, or authored any repoits that discuss and evaluate 
his “alternative methods” for addressing what he describes as a mismatch andlor compare 
such “alternative methods” with other approaches? If the response is in the affiimative, 
please piovide such studies, reports or analysis, including all work papers. If the 
response is in the negative, on what basis does Mr Colliiis contend that such methods are 
“reasonable”? 

Response: 

No, Witness Collins has not performed any studies or authored any reports regarding 
“alternative methods”. However, Witness Collins contends that the “alternative 
methods” described in his testimony are “reasonable” on the basis that they provide 
options and solutions to possible disparate treatment between shopping and lion-shopping 
customers while at the s m e  time promoting a vibi~int conipetitive mru-ket benefiting all 
customers and minimizing the potential for the utility to have stranded assets. Witness 
Collins also directs Duke Energy to the documents previously attached to Duke Energy’s 
DR No. 2 in this data request. 

Case No. 2010-00146 
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PSC Case No. 2010-00146 
Duke Energy DR No. 005 
Respondent: Greg Collins 

H’NTERSTATE GAS SUPPLY, IIVC,, SOUTHSTAR ENERGY 
SERVICES, LEC’S ANI) VECT‘REN SOURCE’S 

RESPONSE TO DATA REQUESTS OF DUKE ENERGY 

Request for Information 5 

Referring to the mswex that begins on page 10, Iiiie 3 of Mr. Collins’ testimony, has Mr.. 
Collins performed any study OT analysis, or authored any reports that discuss and evaluate 
consolidated billing and the purchase of receivables with dual billing or consolidated bill 
without the purchased of receivables or that discuss and evaluate reasonable rind 
appropriate discount rates for the purchase of the receivables by regulated utilities? If the 
respailse is affirmative, please provide such studies, reports or analysis, including all 
work papers. If the response is in the negative, on what basis does MI-. Collins contend 
that such methods are beneficial? 

Response: 

No, Witness Collins has not performed any studies or authored any reports regasding 
“consolidated billing”. Based on experience, Mr. Collins believes that utility 
consolidated billing coupled with a puchase of receivables (POR) program provides the 
most benefits to all parties in a. choice enviromient. First, customers malit a single bill. 
The hassle factor associated with paying two bills is a deterrent to participation, Second, 
utilities d1eady have well developed billing and collection processes for which custaiiiers 
are already paying. Duplication of biIling, mailing, payment processing and receivables 
management systems is economically inefficient. 

It is Mr. Collins understanding that it is more expensive for a utility to design a system 
that does not include POR, compared to one that does include POR. The processes 
Yequired ta track receipts in multiple ledgers, so that it can appropriately account for its 
revenues sepruately from the multiple suppliers and make pi-oper disbursements are more 
complex than those required to support a POR program where all of the dollars are 
simply owed md  paid to the utility. 

hrt‘her, adoption of a POR programs eliminates the need for suppliers to assess the 
creditworthiness of individual customers - thus ennbling suppliers to offer service to all 
customers, including low income residents. 

Finally, the LDC is in sole possession of the ability to disconnect service for non- 
paynient of bills. 

’Witneus Collins also directs Duke Energy to the documents in response to Diike Eiiergy’s 
DK No. 2 in this data request. 

I Case No. 2010-00146 
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William C. Ilwt, Jr. 
Scot t  A. Crosbie 
William H. May, I11 
h'1khdd D. Kalinyak 
Steven Lenarz 
Matthew K. M a h e  
Aaron 10. 'Reedy 
Janiev L. Deckard 
Jacob K. Michd 

Yennifer S. Scutchfield .* 
* Of Counsel LEXINGTON, KENTUCKY 40507 

Telephone - (859) 95+0000 
Facsimile - (869) 264-17GS 

July 29,2010 
17ia Hnd-DeIiveiy 
MP. "Jeff Derouen, Executive Director 
Kentucky Public Service Cormnission 
211 Sower Boulevard 
Frankfort, Kentucky 40602 

PUBLIC SERVICE 
COMMlSSlQ 

RE, Case No. 2010-00146; An Investigation of Nnfural Gas Retnil Cornpetitioii 
Progrnms 

L. " Dear Mr. Deroueiz: 

Please find enclosed the original and twelve (12) copies of Interstate Gas 
Supply Iiic.'s, Southstar Eiiergy Seivices, LtC's and Vectre~ Source's collective data 
request responses to AARP, 

Please place the docun-tent of file. 

Regards, 

Matthew Malone 
C: File; Par ties 

Offices in Lexiiigtan and Louisville 
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COMMONWEALTH OF KENI'UCKY 

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION (( 

In the Matter of 

AN 'INVESTIGATION OF NATUML CAS 1 
RETATZ COMPETITION PROGRAMS 1 CASE N0.2010-00146 

---- 
PNTEHS%'A.'I['E GAS SUPPLY, INC'S, 

SOUTHSTAR ENERG'V SERVICES, LLC'S AND 
VECTXEN SOURCE'S 

INITIAL DATA IruEQ"UES'Y RESPQNSES TO 
THE A A W  

FILED: July 29,201 0 
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COMMQPJWEALTH OP KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION i 
In re the Matter of: 

AN INVESTIGATION OF NATURAL GAS ) 
RETAIL COMPETITION IplRBGRAMS 1 CASE NO. 2010-00146 

1 
1 

VERTJFICATION OF GREGORY F. COLLINS 

Comes the undersigned, Gregory F. Collii~s, being duly swarn, deposes 

and states that he is President of Vectn-en Retail, LLC. d/b/a Vectren Source, that 

he has read the foregoing responses and exhibib and knows the matters 

contained therein; that said matters are true and correct to the best of his 

knowledge and belief. 

C O M M O ~ A B T H  OF KENTUCKY ) 

COUNTY OF FAYETTE 
1 

Subscribed and sworn to me this 29u' day of July, 2010, by Gregory F. 

Collins, 

Not&.$ Public 

My Commission Expires: J ( I z . \ / ~ o \  \ - 
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COMMONWEALTH OF ,KENTUCKY 

N o .  5 0 5 1  P .  211 

( \  BEFORE THE KENTUCKY PUBLIC SERVJCE COMMISSION i 

In the Matter of: 

AN INVESTIGATION OF NATURAL GAS j 
'RETAIL COMPETITION PROQMMS i CASE N0.2010-00146 

- 
INTERSTATE GAS SUPPLY, IWC'S, SOUTHSL'AR ENERGY SERVICES, 

LLC'S AND VECTIREN SOURCE'S CERTIFICATE OF SERVICE RECARULlVG 
DATA REQUEST RESPONSES TO AARP 

Comes now Interstate Gas Supply, Tnc., Southstar Energy Services, LLC and 
Vectren Source, individually, and collectively, by counsel, aiid hereby certify that an 
original and twelve (12) copies of the attached data request responses to A A U  were 
served via hand-delivery upon Jeff Derouen, Executive Director, Public Service 
Conmission, 21 1 Sower Boulevard, Frankfoi-r, Kentucky 406O2-06 15; hrtheimore, it 
was served by mailing a copy by first class US Mail, postage prepaid, on the following, 
on this 291h day of July 20 10: 

Lonnie E Bellax 
Louisville Gas and Electric Company 
220 W. 'Main Street 
P. 0. Box 32010 
Lowisvile, KY 40202 

John B Brow11 
Delta Natura1 Gas Company, Inc. 
36 17 Lexington Road 
Winchester, KY 40391 

Judy Cooper 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P ,  0. Box 14241 
Lexington, KY 405 12-424 1 

Rocco D'Ascenzo, Esq. 
Duke Energy Kentucky, Inc. 
139 East 4th Street, R.25 At II 
P. 0. Box 960 
Cincinnati, OM 452011 

- 1 -  
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John M Dosker, Esq. 
Stand Energy Corporation 
1077 Celestial Street 
Building 3, Suite 110 
Cincinnati, OH 45202-1629 

Trevor L. Earl, Esq. 
Reed Weitkamp Schell & Vice, PLLC 
500 W. Jefferson Street 
Suite 2400 
Louisville, KY 40202-28 12 

Thoinas J. FitzGerald, Esq, 
Counsel & Director’ 
Kentucky Resources Council, h c .  
P.O. Box 1070 
Frankfort, KY 40602 

Lisa Kilkelly, Esq. 
Legal Aid Society 
4 16 W, Muhanunad Ali Blwd. 
Suite 300 
Louisville, Kentucky 40202 

John B. Park, Esq. 
Katherine K. Yunker, Esq. 
Yunker & Park, PLC 
P.O. Box 21784 
Lexington, KY 40522-1784 

Brooke E Leslie, Esq. 
Columbia Gas o f  Kentucky, Jnc 
200 Civic Center Drive 
P.O. Box 117 
Columbus, OH 43216-0117 

Mark Mutin 
Atmos Energy Corporation 
3275 Highland Pointe Drive 
Owensboro,KY42303 

bis G Skidmare, Esq. 
4 15 W, Main Street, Suite 2 
Frankfort, Kentucky 4060 f 

i 

- 2 -  
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No. 5051 P. 22 

Respecthfully submitted, 

Matthew R. Malone 
The Equus ‘Building 
127 West Main Street 
Lexington, Kentucky 40507 

(859) 254-4763 (facsimile) 
(859) 254-0000 (Of f ice”  

Counsel for, 
INTERSTATE GAS SUPPLY, INU. 
SOUTHSTAR ENERGY SERVICES, LLC 
and 

VECTREN’ SOURCE 
mcrmm RETAIL, LLC J D ~ A  

- 3  - 
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i 
PSC Case NO. 2010-00146 

AAW DR No. 001 
Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOOTHSTAR ENERCX 
SERVICES, LLC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUEST OF A A W  

Request for Information 1 

For Mr. Collins, with respect to your testimony at p 2, is it your testimony that only 
through retail competition is it possible to offer gas ConsUnlers in Kentucky price 
transparency, timely price signals, and information on which they can make 
consumptions decisions? If SO, why? 

Response: 

Absent a. f~indmeiital change in traditional regulated pricing paradigms which include 
prior. period true-ups and estimated gas costs, conipetition provides the truest price 
transparency and most timely price signals of which I am aware. 

i Case No. 20 1 O-OO146 
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PSC CaseNo. 2010-00146 
AAW DRNo. 002 

Respondent: Matthew Malone, Esq. (as to objection) 

INTERSTATE GAS SUPPLY, XNC, SOUTHSTAR ENERGY 
SERVICES, ILLC’S AND VECTREW SOURCE’S 

kESYCbNSE TO DATA REQUEST OF AARP 

Request for Information 2 

For Mr. Collins, with respect to your testimony Eit p. 2, how many retail gas customers 
(whether fiom competitive suppliers or from monopoly utilities) were there in the United 
States at the time that 5,100,000 such customers had access to competitive suppliers? 

Res p om e: 

Objection. This question calls for information not possessed by the witness. Wjtness 
Collins referred to the U.S. Energy Information Administration as support for his 
statement listed on page 2 of his testimony which aefened to 35 million residential 
natural gas customers having access to choice in 2009 and 5,100,000 were enrolled in 
Choice rather than had access to competitive suppliers. The A A W s  request for the total 
number of natural gas customers with or without access to choice in the United States at 
that time is requesting information that the witriess does not possess. 

1 CaseNo. 2010-00146 
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PSC Case No. 2010-00146 
AARP DRNo, 003 

Respondent: Greg Collins 
Matthew Malone, Esq. (as to objection) 

INTERSTATE GAS SUPPLY, 1NCy SOUTHISTAW ENERGY 
SERVICES, LLC’S AND VECTWN SOURCE’S 

RESPONSE TO DATA REQOEST OB AARP 

’Request for Informration 3 

For Mr. Collins, with respect to your testimony at p. 2-3, is it your testimony that there 
are no norniative standards hi success of choice of retail gas suppliers beyond 
perceptions of customer satisfaction? Por example, if customers are satisfied but the 
underlying industry skucture contains weaknesses that could ultimately lead to higher 
prices or less reliable supply, is it good public policy to require an industry structure thnt 
has this result? 

Response: 

With respect to Witness Collins testimony, no, it is not his testim0n.y that the success of 
choice retail gas suppliers lacks normative standards. 

With respect to the second question, specifically, the hypcithetical posed by AAW, I’GS, 
SoothStar and ‘Vectren object based upon this question being argumentative and 
speculative. This question poses a hypothetical upon which Mr Collins is requested to 
speculate based up012 an argumentative assumption as to the conclusion. 

1 CaveNo, 2010-00146 
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PSC Case No. 2010-00146 
AARP DRNo. 004 

Respondent: Greg Colliiis 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VEC’FW,N SOURCE’S 

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 4 

For Mr. Collins, with respect to your testiniony a t  p. 3 ,  please provide any analyses or 
other evidence to support your testimony that the benefits o f  competition are maximized 
when the market is most dynamic, and that market dynamism is manifested by criteria 
iiicluding the number of competitive suppliers in the market, the number of product 
optioils available in the mayket, the number of customers who migrate fiom utility sales 
service TO competitive supply service: and rhe minimizatioii of barriers to supplier market 
entry. 

Response: 

At the outset, this Request mischaracterizes c i  number of elements in MY. Collins’ 
testimony at p. 3, specifically it asseiqs that Mr. Collins’ testimony implies that a dynamic 
market is demonstrated by a larger number of competitors, products and the number of 
customers that have migrated to coinpetitiwe service, when in fact Mr. Collins’ testimony 
asserts that if a properly structured market exists, with limited or low barriers to entry, it 
is more likely rather than less likely that suppliers will be present, typically in greater 
numbers than in an improperly structured inaiket with higher barriers to entry, and that 
offers will be inore numerous, dynamic and available. For instance, if a market stmcture 
is one of a pilot in nature, with relatively short windows of certainty, it is less likely that 
new entrants will explore the market, and those in the market will be less likely to put 
offers into the market due to the uncertainty of contiiiued viability. With higher and 
greater barriers to ently, less competition will esist and that which does exist will be less 
dynamic. 

Likewise, attached are several documents, including testimony by Dr. Robert Lawson 
fiIed in the Dominion East Ohio Merchant Function exit case, as well as the Staff reports 
to the Public Utility Commission of Ohio in the DE0 and COH SSO and SCO auctions 
delineating the lower competitive price as compared to the regulated monopoly GCR. 

1 Case No. 2010-00146 
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PSC Case No. 2010-00146 

AARP DR No. 005 
Respond.ent: Greg Collins 

Matthew Malone, Esq. as to Legal Objection 

PNTEWSTATE GA§ SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLCS AND VECTREN SOIORCE’S 

I[PESPONSE TO DATA REQUEST OR AARP 

Request fur Information 5 

For Mr. Collins, with respect to your testimony at p. 6, is it  yo^ testimony that there are 
no incremental costs for a utility to bill and collect for itself and multiple competitive 
suppliers over the costs of the utility billing and collecting for itself alone? 

Response: 

Objection. The question posed is unclear and ambigilous. No testimony is offered at 
page 6 which addresses either directly o r  indirectly the issue of iiicreiiiental billing costs. 
With that caveat, there may be incremental costs attributable to system development to 
accommodate the exchange of electronic data. Once constructed, it i s  unclear as to 
whether continuing increniental costs would be incurred. 

1 Case No. 2010-00146 
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PSC Case No. 2010-00146 
AAW DR No. 006 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, XNC,, SOUTHSTAR ENERGY 
SERVICES, ILK’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUEST OF A A W  

For Mr. Collins, please define the term “human needs customel’s” us you use it in your 
testimony, for exainple at p.  7.  

I intend the term “human needs customers” to mean those cwtoiners whose health and 
safety are fundamentally reliant on delivery of natwal gas for heating pu-poses. 
Examples of human needs customers are residential customers or commercial locations 
which possess fundamental similarity to residential locations such us iiusiiig homes, 
assisted living centers, hospitals, and hotels. 

I Case NO. 2010-00146 
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PSC CaseNo. 2010-00146 
A.AlKT-’. DR’No. 007 

Respondent; Greg Collins 

liVr’ERSTATE GAS SUPPLY, INC., SOUTHSTAIR ENERGY 
SERVICES, LLC’S AND VECTREN SOIIRCE’S 

RESPONSE TO DATA E Q U E S T  OF AARP 

For Mr. Collins, .with respect to your testimony at pp. 6-7, is it your testiniony that the 
85% of customers who have access to gas supplier choice but have not chosen 
competitive gas supply are human needs customers? Is it your testimony that none or 
only a small portion of the 15% of‘ custoniers with supply choice who have used 
competitive suppliers are human needs customers? If not, please clarify your sta ternent at 
p 7, lines 2 to 3, with the portion of shoppers and non-shoppers that are human needs 
customers. 

Response: 

Given the definition of “human needs customers” provided above and the 
characterization of the migration in the testimony referred to in this question as 
“residential natural gas customers”, the migration data should be considered to apply to 
human needs customers. 

I Case No. 20 10-00 146 
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PSC CaseNo. 201 0-00146 
AARP DR Nu. 008 

Respondent: Greg Collins 
h4atthew Malone, Esq, as to legal objection 

INTERSTATE GAS SUPPLY, TNC,, SOUTHSTAR ENERGY 
SEIRW63E9, LLC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUEST OR A A W  

Request for Informtion 8 

For Mr. Collins, with respect to your testiniony at p. 10, starting at line 11, please identify 
each utility with a choice program in which the utility renders a consolidated bill for both 
utility distribution services and supplier commodity charges, state whether Ihe utility 
purchases the suppliers’ receivables, and state the teniis and conditions of recourse by the 
utility to the supplier for shortfalls in recovery of such receivables. 

Objection. This request is overly broad and would require Mr. Collins to engage in 
research that AAEW could as easily engage in using its own resources and as such, Mr. 
Collins is not required to conduct such research. 

Without waiving the objection, to the best of Mr. Collins knowledge, the following 
programs have, or recently approved, consolidated billing and purchase of receivables 
progmnis (as the teims and conditions of recourse vary fiom utility to utility and state to 
state, Mr. Collins does not have a matrix or study that would provide a iespoiise to the 
last p a t  of the request, but Mr. Collins wotlld point to the individual programs and 
utilities and direct A A W  to request of the utility copies of the applicable tariff 
provisions, RS well f is copies of the generic billing agreenientsj. 

(IJCB means” Utility Corlsolidated Billing”, POR, “Purchase of Keceivables ” 
a f j m a t i v e  response tneum the urility has it or har it upproved a i d  is woiWig 011 
in~ple~nne)irution (rvith appropriute J I O T ~  theyeof)) 

POR (yes or no) UTILITY - UCBryes or no) 
Ohio: 

Dominion East Ohio Yes yes 
Wectren Energy Delivery yes yes 
Duke Energy-Ohio Yes yes 
Columbia Gas of Ohio Yes Yes 

Michigan Consolidated (MichConj yes Yes 
Consumers Energy Yes Yes 

Michigan: 

a Case “No. 2010-00146 
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i 
I 

\ Indiana: 
Northern Indiana PSC 

Columbia. Gas of PA 
DominiodPeoples 
National Fuel PA 
PPL (electric) 
Equj table 

Central Hudson 
National Fuel NY 
NIMO (National Grid) 
Consolidated Edison (Coried) 
Orange & Rockland 
Keyspan 

h e r e n  (electric) 
Cornmonweahli Edison (electric) 
Nicor Gas 
PeoplesNorthshore 

Columbia Gas of KY 

Pennsylvania: 

‘New ‘York: 

Illinois: 

Kentucky ; 

Maryland: 

PSC Casc “No. 2010-00146 
AART? DR No. 008 

Respondent: Greg Callinv 

Yes 
no 

yes (summer 201 0) 
Yes 
no 

yes 
in process 
no 
no 

Baltiinore Gas & Electric yes (developing 2010) yes (developing 201 0” 
Washington Gas & Electric yes (developing 2010-1 1) yes (developing 2010-1 1) 
Columbia. Gas of MD pending Commission approval POR UCB 

2 Case No. 2010-00146 
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PSC Case NO. 2010-00146 
AARP DK No. 009 

Respondent: Greg Collins 
Matthew Malone, Esq. as to Legal Objection 

INTERSTATE GAS SUPPLY, ‘INC,, SQ‘IJTHSTAR ENERGY 
SERVICES, LLC’S AND VEC’FIEUEN SOURCE’S 

RESPONSE TO DATA REQUEST OF AARY 

Request for Information 9 

For Mr. Collins, with respect to your testimony at p. 11, please provide the costs or the 
range of costs (stated in nominal terms and by per-them or per-customer cost) for. 
suppliers to build and operate a duplicative receivables management capability. If a 
range is pmvided, please explain the factors that determine where on the range given 
supplier would fall. 

Response: 

Objection. The question calls fa corijecture and speculation. Likewise, costs associated 
with the construction and implenientation of a receivables managemerit capability are 
different for any supplier. Fuitheimore, the largest portion of the potential costs 
associated with an accounts receivable system do not correlate to a ‘‘per-customel”’ cost. 
Without waiving this objection or caveats, Witness Collins submits that basic stait-up 
costs for establishing a receivables management system in any given market can esceed 
$500,000 and, depending on system complexity, can exceed $1,000,000. 

i 
\ 

1 Case NO, 2010-00146 
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PSC c a s e ~ o .  2 o i o - a o ~ 6  
AARP DR No. 010 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VECTIREN SOURCE’S 

RESPONSE TO DATA REQUEST 8E’ AARY 

Request for Information 10 

For Mr. Collins, with respect to your testimony ut p. 12, please explain how regulatory 
risk associated with utility costs recovery can be minimized or eliminated to varying 
degrees depending on custonier choice participation levels. 

Response: 

Capital costs associated with the utility putting gas into storage are diminished as 
customel’s migrate to competitive suppliers who as a result of the supply obligation 
become responsible for purchasing and storing thut natrrral gas, Thus, the utility is 
relieved of that capital requirement, expenditure, and ultimately the 1 isk associated with 
such investment and expenditure Further, a utility is subject to hindsight review 
regarding its procurement decisions, so the greater the volume of natural gas for cvhicli it 
is iesponsible, the greater the cost and thus the risk posed by potential disallowance 
should the procurement decisions be determined unreasonable or imprudent. Also, us 
customers migrate to competitive supply service several utilities have seen the wisdom in 
reducing or completely eliminating all of the risk associated with hiridsight review of 
commodity expendittli es, and have requested and been granted exemptions ham such 
hindsight reviews in exchange f i r  replacing traditional GCR commodity procurement and 
piicing with competitively procured conmiodity. Examples of this exist on the Veciren 
Energy Delivery of Ohio system, Dominion East Ohio system, Columbia Gas of Ohio 
system, and in Georgia, Atlanta Gus and Light. All have eliminated the regulatory risk 
associated with utility cost recovery mechanisms, and are no longer subject to 
Management and Peiformance Audits and comnodity hindsight audits. 

Case No. 2010-00146 
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PSC Case No. 2010-00146 
Columbia Gas of Kentucky: Inc, DK No. 01 1 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC,, SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUEST OF AARP 

Request for Pnformation 11 

For Mr. Collins, with respect to your testimony at p. 13, please identify each and every 
utility and jurisdiction that has in place reasonable stamlards with respect to customer 
interaction, enrollment and contracting, and identify the standards in place for each utility 
or jurisdiction. 

While interested parties may differ in theii assessment of reasonableness, the standards 
promulgated by the Public Utilities Commission of Ohia pursuant to Ohio Administrative 
Code are exemnp1su.y in that they have proven to be effective in promoting coiisumer 
protection without unduly impeding the continued development of the competitive 
market in the State. Those rules are contained in the Ohio Administrative Code at 
Section 4901 : 1-29 Minimum Standards for Competitive Retail Natural Gas Service. 

1 Case No. 2010-00146 
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PSC Case No. 2010-00146 
Columbia Gas oEKentucky, Inc. DR No. 012 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, I N C ,  SOUTHSTAR ENERGY 
SERVICES, LLC'§ AND VECTRlEN SC)URCE'S 

RESPONSE TO LBA'I'A REQUEST OF AARP 

Requeat for hformation 12 

To the extent that the testimony filed on behaif of Intestate Gas Supply, Inc., Southstar 
Energy Services, LLC and 'VecQea So~irce includes calculations of swings that any of 
your businesses have provided to customers over the costs they would otherwise have 
paid under regulated utility gas services, please provids all workpapen of each such 
calculation w estimate, in executable spreadsheet form, with identification of all relevant 
source mafelial. 

Response: 

No testimony thus far has included any calculations of savings. Eiofowever, Interstate Gas 
Supply, I'nc., Southstar Energy and 'Vectren Source reserve the right to address this issue 
and will supplement this response to the extent they offer testiniony of same in rebuttal. 

1 Case No. 20 10-00 146 
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PSC Case No. 2010-00146 
AA’M’ DR “No. 013 

Respoildent G e g  Collins 

INTERSTATE GAS SUPPLY, INC,, SOUTKSTAR ENERGY 
SERVICES, LLC’S AND VEC‘I‘REN SOURCE’S 

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 13 

To the extent that the testiinony filed on behalf of Intestate Gas Supply, hc . ,  Southstar 
Energy Services, LLC and Vectren Source asserts that teiins and conditions for retail gas 
choice in Kentucky are more onerous and fees and charges are higher than in other 
jurisdictions, please provide any analysis or other evidence that demonstrates that the 
Kentucky terms, conditions, fees or charges are: (a) not cost-based; (b) unjust; or (c) 
unreasonable. 

No such assertions were made. 
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PSC Case No. 20 10-00 146 
AARP DRNo. 014 

Respondent: Matthew Malone, Esq. as to Legal Objection 

IWTERSTATE GAS SUPPLY, INC,, SOUTHSTAR ENERGY 
SERVICES, LLC'S AND WECTREN SOURCE'S 
RESPONSE TO DATA RREQUEST OB A A W  

Request for Information 14 

'Is it the position of Intestate Gas Supply, Inc., Southstar Energy Services, LLC and/or 
Vcctren Source that the supervision by the Kentucky Public Service Cormnission of the 
conipetitiveness of the retail supply market in Kentwky is: (a) within the jurisdiction of 
the Corimiission, and (b) provides a state action protection aguinst application of anti- 
trust laws to that market? Please provide your reasoning and relevant citations to suppol? 
your positioiis on these questions. 

Response: 

Objection. This questions calls for a legal conclusion outside the scope of Witness' 
Collins' testimony. 

Case 'No. 20 10-00 146 
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William C Hurt, Jr. 
Scott  A. Ckosbie 
Williarn H. May, I11 
Michael D. Kalinyak 
Steven Lenarz 
Matthew 1K. Malone 
Aaron D. Reedy 
James L. Deckard 
Jacob I<. Michul 
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URT, CROSBIE & 

THE EQUUS BUILDING 
137 VVEST MAIN STREET 

LEXINGTON, I';ENTUCKY' 40607 

Telephone - (Bsfi) f2dlr-(IO(IO 
Facsinule - (859) 2.554-*1783 

July 29,2010 
Via Hand-DeEiveiy 
Mr. Jeff Derouen, Executive Director 
Kentucky Public Service Comission 
211 Sower Boulevard 
Frankfort, Kentucky 40602 

Jennifer S. Scutchfi6ld * 
1 Of Counsel 

PUBLIC SERVICE 
COMMlSSlON 

RE, Case No. 2010-00246; An Investigation ofNaturd Gas Refail Campetifion 
Programs 

Dear Mr. Derauen: 

Pfease find enclosed the original and twelve (12) copies of Interstate Gas 
Supply Inc.'s, Soutl-Star Energy Services, LLC's and Vectren Source's collective data 
request responses to the Commission Staff. 

Please place the document of file. 

Regards, 

Matthew Malone 
C: Fire; Par ties 

Offices in Lexington and Louisville 
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COMMONWEAL‘I‘H OF KfNTUCKY 

B E F O E  THE JSENTUCKY PUBLIC SERVICE COMMISSION 

In the Matter of‘l 

AN INVESTIGATION OF NATURAL GAS j 
E T A I T ,  COMPETITION PROGRAMS j CASE “N0.2 0 10-00 146 

INTERSTA’FE~AS SUPPLY, IPJC’S, 
SOUTHSTAR ENERGY SERVICES, ELC’S ANI) 

VECTREN SOURCE’S 
INITIAL DATA REQUEST RESPONSES TO 

THE COMISIITSSION STAPP 

FILED: July 29,2010 
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i '  COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In re the Matter of? 

AM INVESTIGATION OF NATURAL GAS ) 
IPETAIL CCPMPETIITZON PROGRAMS 1 CASE NO, 2010-00146 

1 
) 

VERIFICATION OF GREGORY F. COLLINS 

Comes the undersigned, Gregory F. Collins, being duly sworn, deposes 

and states that he i s  President of Vectren Retail, LLC. d/b/a Vectren Souyce, that 

he has read the foregoing responses and exhibits and knows the matters 

contahed therein; that said matters are t m e  and correct to the best oi his 

knowledge and belief. 

Gregory . Collins 

COMMONWEALTH OF KENTUCKY ) 
1 

COUNTY OF FAYETTB 1 

Subscribed and sworn to nile this 29th day of July, 2010, by Gregory F. 

Collins. 

Not&$ Public 

My Comnlission Expires: J I(z-\/Lo\ \ - 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE KEivrucKY Pumc  SERVICE COMMISSION 

In the Matter of: 

AN INVESTIGATION OF NATURAL GAS 
RETAIL COMPETITION PROGUMS 1 CASE N0.2010-00146 

) 

HNTERSTATE GAS SUPPLY, INC'S, SOUTHS'I'AR ENERGY SERVICES, 
ELC'S A@ID VECTREN SOURCE'S CfiRTIFICATE OF SERVICE REGARDiNG 

DATA REQUEST RESPONSES TO THE COMRtXSSION STAFF 

Comes now Interstate Gas Supply, Inc., Sonthstar Energy Services, LLC and 
Vectren Source, individually, and collectively, by counsel, and hereby ccrtify that an 
oiigiiial and ttvelwc (12) copies of the attached data request responses to the Commission 
Staff were sewed via hand-delivery upon Jeff Derouen, Executive Director, Public 
Service Cornmission, 21 1 Sower Bou1evsu.d: Frankfort, Kentucky 40602-0615; 
firthennore, it was served by mailing a copy by first class 'US Mail, postage prepaid, on 
the following, on this 29"' day of July 201 0: 

Lonnie E Bellar 
Louisville Gas and Electric Company 
220 W. 'Main Street 
P. 0, Box 32010 
Louisville, KY 40202 

John B Bmvn  
Delta. Natural Gas Company, h c .  
3 6 I7  Lexington Road 
Winchester, KY 40391 

Judy Cooper 
Columbia Gas of Kentucky, Inc. 
2001 Mercer Road 
P. I). Box 14241 
Lexington, KV 40512-4241 

Rocco D'Ascenzo, Esq. 
Duke Energy Kent,ucky, Jnc. 
139 East 4th Street, R.25 At II 
P. 0. Box 960 
Cincinnati, OH 45201 

- 1 -  
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i John M Dosker, Esq. 
Stand Energy CoiToratlon 
1077 Celestial Stxeet 
Buildiiig 3, Suite 1 I. 0 
Cincinnati, Of1 45202-1629 

Trevor I;. Earl, Esq. 
Reed Weitkanip Schell & Vice, PLLC 
500 W, Jefferson Street 
Suite 2400 
Louisville, MY 40202-2812 

Thomas J. FitzGersld, Esq. 
Counsd Bc: Director 
Kentucky Resources Council, Inc. 
P.O. Box 1070 
Frankfort, KV 40602 

Lisa Kilkelly, Esq. 
Legal Aid Society 
41 6 W. Muhammad Ali Blvd. 
Suite 300 
Louisville, Kentucky 40202 

John B. Park, Esq. 
Katherine K, Yunker, Esq. 
Yunker & Park, PLC 
P.O. Box 21784 
Lesington, KY 40522-1 784 

Brooke E Leslie, Esq. 
Columbia Gas of Kentucky, Inc. 
200 Civic Center Drive 
P.O. Uox 117 
C o l ~ ~ l b u s ,  OH 43216-01 17 

Mark Martin 
Atmos Enexgy Corporation 
3275 Highland Pointe Drive 
Owensboro, ICY 42303 

Iris G Skidmure, Esq. 
4 15 TV. Main Street, Suite 2 
Flaiddort, Kentucky 4060 1 

( '  
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Respectfully submitted, 

William R. May, 1x1 
Matthew R. Malonz 
The Equus Building 
1127 West Main Sheet 
Lexington, Kentucky 40507 

(859) 254-4763 (facsimile) 
(859) 254-0000 (office) 

Counsel for, 
INTERSTATE GAS SUPPLY, INC. 
SOUTHSTAR ENERGY SERVICES, LLC 
and 
VEC'l'REB RE'P'AIL, LLC D/B/A 
'VIECTREN SOURCE 

- 3  - 
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PSC C ~ S ~ N O .  2010-00146 
Commisuion Staff DR No. 001 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VEC‘I‘WN SOURCE’S 

RESPONSE TO DATA REQUESTS OF CQR/I1MISSION STAFF 

Request for Information B 

Although the Testimony of Gregory F. Collins (“Collins Testimony”), generally 
addmses niany of the 15 elements contained on pages 14 and 15 of the Commission’s 
Order of April 19, 2010, it did not specifically address each element the Kentucky 
General Assembly diiecteti the Commission to consider. Explain whether the 
Conmission should consider Retail Suppliers’ silence on the elements not addressed ta 
mean tliat Retail Suppliers have no stated position on these elements. If no, then Retail 
Suppliers should state their positions. 

*The role of the Commission in a competitive marketplace; 

Resp OnS e: 

The Coinmission plays an essential role in the development of a competitive niaketplace 
in several ways. Typically, the Commission will be the key entity that helps to develop, 
along with other interested stakeholders including conipetitive retail suppliers, utili ties, at 
times the attorney general’s office, and interested consuniws: the substantive rules by 
which the supplier activity is governed. Also, the Conimlssion, more specifically its 
staff, typically provides a day-to-day contact point in responding to consumer inquiries, 
assisting with various entities with issues (consumer v. supplier: consumer v. utility, 
supplier v. supplier, supplier v. utility, utility o. supplier or some conibinationj. 
Cornmission staffs typically in more established choice markets will on occasion act as 
pxticipant/niediator by providing stakeholders with insight through staff coninients, 
questions md concerns, as the market continues to evolve while maintaining focus on 
equitable development of the market so as to maintain a level playing field, dyiimic 
competition and consumer protections. In most appropriately structured markets, the 
Commission staff plays a critical role in keeping all the pl aye’s on task. 

Response: 

Plcnse see next two sections. 

1 Case No. 2010-00146 
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PSC Case No. 2010-00146 
Coniniission Staff DR No. 001 

Respondent: Greg Collins 

Response: 

As stated in testimony SOER is traditionally a role that is filled by the incumbent utility 
end a role that needs to be perfoimed so that human needs customers are never without 
natural gas during the heating season. However, also as stated in testimony, it is not a 
role that  must be filled by the incumbent utility. The states of Ohio and CZeorgia have 
demonstrated that in a properly structured market competitive suppliers cm capably fill 
this important role. At the initial stages in the development of a competitive matket, 
absent a strategic utility desire to exit this function, it is not imperative that this role be 
filled By someone other than the incumbent utility. Hotvevex, as a market evolves it is m 
issue that could and should be addressed. 

Alternative commodity procurement nrocedures; 

An alternative commodity procurement procedure is, as the RQS (for purposes of‘ 
simplicity sake, Witness Collins refers to Interstate GBS Supply, Southstar Energy 
Services, LLC and ‘Vectren Source as ‘‘RGS” collectively hereaftel’) understands it, one in 
which the traditional purchased gas cost mechanism or gas cost recovery niechanisrn is 
replaced with a procurement process that more accurately reflects the monthly market 
reflective cost o f  cairunodity and delivery tu the consumer without the distortion of prior 
period adjustments, but includes all of the costs related to providing that coinniodity 
service to the consumer. In Ohio, for example, three of the four major utiIities have 
replaced the GCR with m dteinative procurement process pmsuant to which customers 
not served by competitive suppliers or government aggregation are served by competitive 
suppliers who are successful bidders in Commission approved auctions. The price of this 
service is determined by the monthly NYMEX settlement plus a retail price adjustment 
determined by the auction process. The ietail price adjustment is fixed for the pre- 
deteimined auction period. This process eliminates after the fact adjustments to the 
commodity price thus creating greater transparency, allows competitive market forces to 
set the “default product” pricing, promotes greater price awareness among consumers of 
natural gas and the impact cansumers can have on their monthly bill as a ie,wlt of 
enhanced transparency, affords enhanced opportunities for customer education. Further, 
based on Commission staff analysis, the competitive auction process in Ohio has 
consistently resulted in prices significantly lower than the GCR alternative it replaced. 
Because of‘the enhanced consumer awareness prompted by the auction process the 

i 

2 Case No. 2010-00146 
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PSC Case No. 2010-00146 
Commission Staff DR 'No. 00 1 
Respondent: Greg Colliiis 

competitive market has contmucd to evolve providing ii greater array of product oEerings 
among a greater number of competitors from which the consumer can choose. The 
alternative procurement process in Ohio was established as a nieans of creating a 
transition fiom a traditional regulated pricing paradigm within the context of a GCR 
mechanism involving prior period tiw-ups and prudence reviews with a market-based 
pricing paradigm that provides price transparency and timely price signals. Enhanced 
price information in the hands of consuiners enables those consumers to undeitake an 
active and self-deteiminatiwe role in consumer decisions and behavioral modification 
based on those price signals, 

Non-discriminatory access to services offered; 

Response: 

?'he ROS believe this element is meant to captme several issues including: (1) non- 
discriminatory access to utility services and program so that affiliated and non-affiliated 
companies are all provided equal access to information, services, and assets so that no 
supplier or suppliers are pxovided inore favorable treatment than others; (2j non- 
discriminatory access to services such as billing, receivables management services 
(which would include all aspects of the receivables management process paid for by all 
rate payers); and (3) non-discriminatory access to supplier products and services by 
consumers so that all consumers have open access to competitive products. 

The RGS believe that non-discriminatory access in all three categories is important to ti 
properly structured competitive market. In order to achieve this, ceitaiii items need to be 
addressed, including: 

Q an affiliate code of conduct; 

0 suppliedutility interaction protocols so thal mrollments are processed 
expeditiously, interactions between supplier and utility are productive, and 
generally the utility and supplier. agree to work in good faith with each other 
toward resolution of questions and concerns; 

0 services for which consumers pay though ratemaking are piovided on a non- 
discriminatory basis and on an equal footing regardless of who the commodity 
provider is (for example, if the utility does not de-contract for commodity assets 
as a consumer migrates, but notwithstanding the migration continues to require 
the coiisumer or the consumer's supplier tc pay for those assets, then the assets or 
the value of those assets must be made avaj'lable to the consumers through the 
supplier) ; 
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e purchase of receivables prograins ,with utility consolidated billing (so tha.t 
consumers at all credit risk levels can pairlicipate aiid so that rate-payers continue 
to have access to the receivables management systems paid for though base 
rates); and 

Q generally creating a level playing field so that consurnexs get the services for 
which they pay and have good information upon which to make decisions. 

Codes of conduct for marketers and affiliates of r e d a t e d  utilities; 

Response: 

The RGS believe till affiliate code of conduct is irnpottant and That a utility should not 
provide competitive products through the utility’s corporate structure. An affiliate code 
of conduct should ensure that if a utility decides it would like to offer competitive 
product alternatives to its ratepayers, it does so through the cleation of a separate non- 
regulated affiliate with effective functional and physical sepmation of employees to avoid 
cross-subsidization and preferential access to information and business systems. 

The RGS also advocates the development o f  a marketer code of conduct to assure 
compliance with relevant programmatic rcquirements. The marketer code of conduct can 
be limited to commodity operational matters to asswe the continued integrity of the 
utility system assuming the existence of Conmission-promulgated. marketing roles. 

.Certification of sumdiers; 

Response: 

The RGS believe that certification of a supplier is essential to the creation of a reliable 
competitive market. The certification process should require the supplier applicant l o  
demonstrate financial, managerial, technical and operational competence to serve 
residential customers. A certification piocess provides the Commission with an 
oppoi-tunity to review the capabilities of the supplier, to help ensure that the supplier has 
the ability to fulfill contracts, interact with customers and will comply with all applicable 
rules and laws. The certification process also enables continued Conmiission scrdi iy  of 
the supplier in the sense that if the supplier fails to pcrfoim, the Conmiission would have 
the ability to restrict the certificatjon, remove the ceitification or make it conditional on 
achieving some positive results. Certification through the Commission exists in all well 
developed programs, including Ohio and Georgia, as well as in Pennsylvania, ‘New York, 
Maryland, Virginia, Michigan, Illinois and elsewhere. It is important that the 
certification process is i) non-discriminatory, b) specifies the criteria necessary for 
achieving and maintaining certification, and c) allows for confidential treatment of 
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competitively sensitive and/or confidential infoimation so that sufficient information can 
be presented upon which an informed decision can be rendexed. Typically, a ceitificuiioii 
process allows for automatic approval after a specified period of time absent Commission 
action on the application. The experience a supplier has had in other jurisdictions is 
relevant, although should not on its own dicrate whether certification is gmnted. This 
approval process allows the Conmission staff sufficient time to review the applicant’s 
qualifications and experience but also provides some finality to the process so that 
certifications do not unduly delay niarket entry. A typical period is 30 days. Ohio 
Revised Code 4929.20(A) delineates the certification process in Ohio, although greater 
detail is contained in Ohio Administrative Code Section 4901: 1-27. Similar provisions 
exist irt New York in its Uniform Business Practices act, Michigan though Public Act 
634 of2002, l[ll~nois Section 19-110 of the Public Utilities Act (“Act”) and 83 11. Adm. 
Code 55 1 (“Pat 551 ”1, Maryland, Virginia and Peimsylvania. 

*Transition costs ;, 

Response: 

It is important to consider transition costs when properly structuring a competitive natural 
gas market. However, transition costs need to be closely examined so that only the 
incremental expenses are included in such costs and that the appropriate parties are 
responsible for those costs. Each utility will likely have differences between the 
incremental costs associated with creating the necessay infrastructwe to support u choice 
program, so some flexibility needs to be considered in dealing with those costs. lt is 
important to also consider that all similar rate class customers will have similar 
oppoi-tunities when it comes to competitive options, assuming programs are propexly 
structured and include Purchase of Receivables, so sharing costs among similar rate 
classes is likely the most appropiate structure, for most transition costs. 

*Stranded costs; 

Response: 

This is u central issue that must be addressed in properly slructuring u niarkct. This issue 
is fairly easily addressed, although there may be diffelent ways to address it from utility 
program. to utility program. It is the experience of RGS thBt very few stranded costs, if 
any, need to be created; and, typically if stranded costs beconie problematic they do so as 
a result of an inipxoperly structuied market. For example, as discussed more fully in 
RGS testimony, G utility will structure its capacity and storage based upon a calculation 
of design day needs of its firm customer base, and has likely done so without 
consideration of competition. As such, if the utility i s  reticent to de-contract for capacity 
and storage contracts as customers migrate away from utility commodity savice to 
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competitive supply service, in a properly structured niarket either the capacity and 
storage assets need to follow the customer 8s the customer moves froin supplier to 
supplier (on a release and recall basis) or, if the assets are going to remain with the utility 
then comparable services need to be provided to the party that is responsible for the costs 
of those assets. At times the utility will continue to bill the migrated customer for their 
share of those costs, but will provide delivery, balancing and peaking scrvices that 
approximate the value the assets had they been released. An example of this is the 
Enhanced Fiiiii Balancing Service provided in the Duke Energy-Ohio service territary. 
In other instances, the assets will be released to the supplier on a recallable basis with tlie 
costs of those assets being paid directly by the shippex to the pipeline or storage field 
provider. An. example of this is the Columbia Gas of Ohio program. In either instance 
the utility remains unaffected in its responsibilities because either the assets can be 
recailed or are already in its possession and can be used to meet any needs resulting fiom 
a defaulting slipplier. lf, however, the piograni is structured where the customcr or the 
customer’s supplier is required to continue to pay for the assets, yet gets neither a release 
nor comparable value in the foim of modified delivery, balancing and peaking services, 
then the migrated customer will be subsidizing either the utility or non-migi aled 
customer, or both. Since niost of the remaining costs ale recovered through monthly 
adniinistrative charges and base rates, in order to assure equity and the avoidance of 
stranded costs, the migrated customer must continue to derive the benefit of the systems 
paid for through those customer paid rates. 

*UmcolllectibPes; 

Response: 

This is also a critical issue to address when properly structuring a coinpetitive market and 
is in some ways a subset of the previous question regarding ‘stmnded costs’ as well as the 
questions regarding equity. All ratepayers in similar classes pay the same base rates, 
administrative charges and related items. With niost retail access programs this does not 
change even if the commodity supplier changes fi-om the utility to a competitive supplier. 
The costs associated with a revenue management system held by the utility, including call 
center capabilities, accounting capabilities, jnfornlation technology, peisonnel, 
receivables collection and management, disconnection and iecoruiection functions and d l  
related systems, people and processes axe recovered though base rates and/or 
administrative charges that ale the same for all residential customers. As the customer 
nijgrates to competitive supplieis, the utility should reniain responsible for the 
uncollectibles by offering a pui chase of receivables program, for a nuiiiber of reasons 
including: 

(a) continuity of receivables inanagement; 
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(b) customers continue to receive the benefit of all of the systems for which they 

(c) suppliers can make offers to customers of all credit rating levels; and 
(d) disconnection and reconnectition protections and processes remain the same for 

pay tlxough the rates; 

all custoiners and remain in the purview of the utility; and 

Because disconnection processes represent the strongest and most effective tool available 
to ensure customers that can pay do gay for the services they receive, a significant 
inequity is created if the utility dues not have a purchase af receivables program where 
the utility manages the receivables and uncollectibles. In some instances suppliei*s have 
been provided the ability to order shutoff for non-payment, but in those instances other 
concerns may be created and in at least one jurisdiction where suppliers have that ability, 
New York, it was determined that POR was a more efficient and effective nieans of 
ensuring equity with respect to all aspects of the systems. 

An  essential element of any purchase of receivables program is the ability of the utility to 
remain whole on all uncollectibles. Tn Ohio a11 utilities o f f ehg  corripetitive plogiaiis 
have bad debt tracker mechanisms, wherein all of the ulicollectibles are included in a 
single rider that is paid for by all residential customers regadless of the source of the 
uncollectible. In other pograms, the uncollectibles are included in various mechanisms, 
although in those programs there is typically ti discount to the receivables purchased, in 
the 1-2% range (typically reflective of the system wide bad debt experience), Flexibility 
in prograin design is appropriate as long as the program is designed in an equitable 
manner so that no customer class is required to pay fur these costs in a duplicative 
manner. Prom our experience, the Ohio model is very transparent and equitable, since all 
customers are proportionally responsible for the uncollectibles aiid the utility is 
responsible for effectively managing the receivables for all customers. It is also 
important to treat the purchased receivables just like any other xeceivable owned by the 
utility, so that the same receivables management tools, including collection and 
disconnection, can be utilized by the utility on a non-discriminatory basis .tvliile assuring 
consistent consunser protections. 

9 Disconnections; 

Response: 

Summarily, disconnections should be paif of a purchase of receivables program, and 
should be permitted to recover supplier commodity charges subject to the same rules, 
procedural safeguards, and with the same consumer protections as art: in place for utility 
charges. To do otherwise will allow certain customei’s to take advantage o f  the construct 
of the system, and selectively ptiy for services and not pay for others. Iiiconsisteiicy in 
disconnection authority also results in an inequity to supplier customers because till t ’  
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customers who have shared the expense of utility systems to manage the receivables, 
including the disconnection process should derive the benefit of collection and 
disconnection leverage to assure that all customeis who can pay do pay for utility 
services. It has also been OIX experience that unnecessary and avoidable aclniinistrative 
and progrmirning costs are incurred if the utility has to differentiate between supplitsr 
charges for commodity aiid utility charges for commodity. This issue was recently 
considered by the Pennsylvania Public Scrvice Commission and determined that it is 
appropriate to allow utilities to disconnect for non-payment of supplier natural gas 
charges. Disconnection €or supplier naluIal gas receivables is permitted in the most 
competitive programs, including Ohio, New York, Michigan, Pennsylvania, Georgia, and 
Indiana. 

.Steps necessanr to maintain system integrity; 

Several elements should be considered in addressing potential. concerns regarding the 
niujntenance of system integrity. However, as a preliminary coiiuiient, it is important to 
understnnd that inillions of consumers in dozens of programs currently take natural gas 
commodity service from alternative natural gas suppliers, aiid in two states Ohio and 
Georgia, the utility has essentially removed the entire commodity procurement function 
from its hands and placed those hiciions in the hands of competitive coinmodit), 
suppliers, without any degradation jn system integrity or reliability. in fact, it is arguable 
that reliable system integrity has increased, as the supply commodity procurement 
function has beeit dispersed to a wider group of supplieis, instead of concentrated solely 
within the utility. This dispersal spreads capital risks over a more diverse group of 
suppliexs, allows for additional processes and procedures for evaluating risk and 
protecting against defaults, and creates a more diverse supply portfolio than any single 
provider can inaiiitain. In developing protocols for ensuring continued system integrity, 
which to the RGS means that regardless of the supply source the system cantinues to 
inaintaiiz reliability and deliverability of coinnlodity during all periods up to critical day 
requirements, the following should be consideled: 

a) State level review and certification of suppliers’ financial, technical, 
managerial and operational capabilities; 

b) UtiIity non-discriminatoiy application aiicl testing procedure/~7locess tvhereiri 
the utility would undertake its own credit review process, with predeteniiined 
non-discriminatory criteria, test to ensure capability of IT systems for 
intera.ctions between the supplier aiid utility, and a demonstration of ability by 
the supplier to meet daily and seasorial delivery requirements; 
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e> Tariff provisions re1 ated to delivery non-complictllce charges that are 
reasonable in scope (such as penalties for failing to meet a delivery 
requirement on a critical d8.y); 
The requirement of reasonable collateral, although purchased receivables 
should be considered in this process in deteimining the level. Bonds, letters 
of credit, parental guarantees and cash are all reasonable foims of collateral. 
The purpose of the collateral is to provide the ulility with collateral to use to 
offset any impact there may be on the system or customers as a result of a 
supplier default; and 

d) Recallable capacity assignment. This ensures that in the event of a default the 
party acting as provid.er of last resoit always has available, on ~ l .  recallable 
basis, those assets assigned to a defaulting supplier. 

.Access to pipeline storape caeacity; and 

Response: 

This was addressed in detail in KGS testimony, as well as in response to several of the 
questions above. In sunmation, for purposes of reducing or eliminating streiided costs 
associated with pipeline and storage capacity and the establishnient of an equitable 
market structure it is jnipoi-tant to ensure that custonieis receive either the assets for 
which they pay 01’ a reasonable approximation of those assets through related services. It 
is possible to ensure that stranded costs are minimized and rtt the same time that the 
market is structured equitably without doing a “slice of the system’’ type of distribution of 
pipeline and storage assets; however, to do so and continue to charge the customer or 
supplier for the costs associated with those assets it is imperative that comparable value 
be provided though balancing, delivery and peaking services. This means that if ussets 
are not released but the costs continue to be borne by those ratepayers or their suppliers 
for the assets, a flat delivery protocol would need to be established so that suppliers 
essentially deliver a stable moun t  of gas throughout the year. Columbia Gas of 
Kentucky has this type of system. From RGS’ perspective, this i s  a critical issue to be 
addressed, although there are several ways to structure this element of the program and to 
create dynaniic programs. Maintaining flexibility among utilities on this aspect of 
program development is acceptable, as long as the underlying premise is that the market 
structure can demonstrate that cost causation is matched up with services and/or assets 
received, so that there are no stranded costs and migrated custoiners are not unfdirly 
burdened with costs without equitable services or releases. 
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0 Imlcbacts of new natural PRS retail competition pr~grarns on existinp utility 
s e i i h s  and customers. 

Response: 

Retail cornpetition does not need to interfere with existing utility services. At the 
developmental stage of retail competition, whether a consumer selects a competitive 
product from a competitive supplier is, in the end, up to the consumer to decide. If the 
program is properly structured a level playjng field i s  constructed where a) costs axe 
appropriately allocated to those receiving the benefit of the assets and services and b) a 
purchase of receivables program is iniplerneiited pursuant to which the utility is held 
harm!ess so that all customers can be afforded a choice of supply service alternatives. 
Also in B pioperly structured market there should be n Commission certification piocess 
and Commission promulgation of consumer protection rules that appiopriately balance 
the interest of the consumer in having a reliable environment in which to shop and the 
interest of suppliers to compete in a dynamic market should the consumer desire to shop. 

Additionally, the introduction of competition does not displace utility services related to 
customer payment. Budgct billing options, es tended payment arrangements and low 
income assistance programs can continue without impact. 
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INTERSTATE GAS SUPPLY, BNC., SOUTHSTAR ENERGY 
SERWCW, LLC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUESTS OB COMMISSION STAPE 

Request for Information 2 

Provide: 

a. 
gas supply, 

A list of the states in which Retail Suppliers provide sindl-volume custonim with 

Response: 

Ohio, Illinois, Kentucky, Pennsylvania, New York, Indiana, Michigan, and Georgia, 
although each RGS supplier may not participate in every state. 

b. The utilities in whose service territories Retail Suppliers are active in each state. 

Response : 

Ohio - Dominion East Ohio, Columbia Gas of Ohio, Vectren Energy 
Delivery of Ohio, Duke Energy-Ohio. 
Pennsylvania - Columbia Gas of Pennsylvania, National Fuel 
Indiana -Northern Indiana Public Service Co. 
New York -. National Grid, National Fuel Gas, Central Hudson 
Michigan -- MichCon, Consumers Energy 
Illinois - Nicor Gas, PeoplesNorthShore 
Georgia - Atlanta Gas Light 
Kentucky- Columbia Gas of Kentucky; Duke Energy-Kentucky 
(cormnerci al) 

c. 
customers served by Retail Suppliers within the utility’s service territory. 

The number of customeks of each utility identified in b. a.bove and the number of 

Mr. Collins undeystands this question to pertain to customcr migration rates in those 
seivice territories in which one or more of the Retail Suppliers are active. Providing 
customer migration mtes which are limited to those of just the Retail Suppliers provides 
an incomplete picture of the relative state of competition in those service territories. 

t. 
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Below, please note customer eligibility and migratioo rates for a11 retai1 suppliers in those 
service territories in which one or more of the Retail Suppliers are a.ctive. 

Enrollment in Choice Programs, 2009 
State Utility Totnil Cu.'jrtomer Migrated 

Count (residentid) Customers 
(residential) 

Ohio Columbia Gas S,200,8YO 509,692 
Vectren Energy 2 GS, 548 107,406 
Dominion East 1,019,578 954,031 
Duke Energy 374,658 94,127 

Pennsylvania Columbia Gas 376,924 67,618 

Indiana NIPSCO 660,640 93,599 

Illiiiois Nicor Gas 1,932,454 218,000 
Peoples/ 
NorthShore 976,000 53,000 

New Y 0r.k Central Hudson 60,099 8,347 
National Grid 538,627 110,187 
National Fuel 484,139 92,008 

Kentucky Columbia Gas 123,028 29,614 

Michigan MichCon 971,054 183,000 
Consumers 1,572,922 162,443 

Georgia Atlanta Gas 13r Light 1,461,748 1,461,748 

Source: Ohio, Pennsylvania, Illlnois, Indiana, Kentucky and Georgia inforniatlon obtained from the Energy 
Information Administration, July 29, 2010. 
http:/lwww.ela.novloil mdnaru ra l  pas/restructure/restr~cture.htn7i: lllinols information for 
Peoples/NorthShore is comblned information ; Michigan information obralned from the Michigan Public 
Service Commission webslre a t  http://www.dlea.state.mi.us/mlJsc/Xas/choicest& h trn. New York 
information obtained from NY PSC site, htta:/lwww.dos.state.nv.us/GasMi~rationJan2OlO,~df 
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d. 
service t writ ory. 

The length of time Retail Suppliers have served customers in each utility ’s 

Response: 

Retail suppliers have served residential customers fiom the inception of each 
jurisdictional program. In Ohio, Michigan, Georgia, Pennsylvania and Indiana residential 
transportation programs mere launched in the late 1990’s. 

IGS has served the Ohio Markets since the inception of the choice programs in each 
utility niarkets - essentially 199s in Columbia Ohio and 2000-2002 in the other mrukets. 
IGS eiitei ed New York (Central Hudson) in 2005, (National Grid) in 2006 and Wrttional 
Fuel) in 2010. ICs entered the Pennsylvania (CPA) rnaket in 2002. IGS entexed the 
Illinois market (NKOR) in 2002, and (Peoples NS) in 2008 ICrS entered Indiana 
(NlPSCO) in 2007. IGS entexed Michigan in 2002 (Michcoii) und (Consumers) in 2006. 
lCiS entered Kentucky (CKY) in 2002. 

Vectien Source has served the fol1owin.g LDC jurisdictions: 

I LDC 1 Year Entered I 
[ Columbia Gas of Ohio I 2001 1 

2006 
National Fuel Gas (NV) 2007 
National Grid (MY) . ”- 

I Duke Energy Ohio I 2008 1 

e. The experience of Retail Suppliers’ customer growth (or decline) in each. 

Response: 

Customer counts have increased in virtually every seivice tei-ritory since the inception of 
choice programs, as illustrated on the Energy Information Administra.tioii’s website. 

f. 
commercial custoniers sewed by Retail Suppliers. 

For each response to items a. th~ough e. above, indicate the mix of residential and 

Response: 

RGS do not necessarily maintain information consistent with this request, but likely serve 
residential and commercictl customers in each jurisdiction where the choice participation 
threshold and rules will peirnit commeicial customers to participate. Often it is a 

J 

[ \ ”  ’ 
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function of the c~~tolner’s annual usage that determines whether they will be peimitted to 
paiticipate in a small volume user “choice’ tiansportation program, or in a more 
traditional transportation program. TGS, Vectren and SouthStar priniaily focus on 
serving customers through choice programs, and tkrough those piograms will serve a 
variety of customer classes, including residential, commercial end industrial, although as 
a function of cusIomer count, the largest percentage of customers sought for enrollment 
tvould be iesidential customers and likely by a significant amount. 
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INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VECTREN SOURCE’S 

RESPONSE TO DATA REQUESTS OP COMMISSION STAFF 

Recauest for Informration 3 

Columbia Gas of Kentucky (Tolunibia”) filed the most recent aimual report on its 
Choice Program with the Commission on June 4, 2010. The last paragraph on page 2 o f  
the report indicates that, since the inception of the program through the most recent 
month amilable when the report was filed, participwits in the program had paid 
$17,280,299 more than “[ilf they had not opted to be supplied by a marketer in the first 
place.” Explain whether Retail Suppliers consider Columbia’s Choice Program to be 
successful, from a customer perspective, based on the absence of customer savings, 

Response: 

Yes. Columbia’s program has been successful. It offers the customers the ability to select 
a product and product price if they so choose, and customers can make choices among 
multiple suppliers offering multiple price options or remain with tlie utility’s price. 

Making cost comparisons between supplier prices versus utility regulated prices is not a 
good barometer of the success of a program. There is value to many consumers in simply 
knowing what their price is going to be, and that the price is final. There are inlierent 
differences between underlying component values of supplier product offerings when 
compared to the utility’s regulated price. The utility price is distorted both with prior 
period adjustments as well as adjustments in future billing periods which allows for 
recovery of under collections. In other words, the utility price is riot necessarily a final 
“all in” price at the time of billing. Thus, cwtoniers are at risk for paying additional 
charges to be recovered in the future if the actual cost is greater t k i  tlie billed rate, It is 
this distortion of the utility’s price calculation that malm a comparison both difficult and 
potentially inaccurate. The transparency and finality of a competitive supplier’s price are 
factors considered by consunien in determining whether to purchase from a competitive 
supplier. These favorable attiibutes in and of themselves should be considexed sufficient 
to consider a program to be desirable and successful. 

That being suid, the RGS have no independent howledge o f  the rnethodologjr utilized to 
anive at the number contained in the Columbia report, so RGS can neither coiifirni nor 
deny that statement. It is also worth noting that in 2004 the Columbia report indicated an 
aggregate savings of $1,458,148, And then in 2006 there was an aggregate savings of 
$11,367,613. So, basically the ledger swings back and forth over time due to the natwc 
of the pioducts offered by suppliers and to the price calculations of the utility. For 
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example in 2008 the wholesale price of aatural gas ran up at the same time as oil reached 
record highs. Oiie of the most popular products suppliers offer is fixed rates products aiid 
many customers may have locked in a price during the run up feeling that fu-ther 
increases were possible at that time. With the subsequent downturn in the economy, 
prices have fallen dramatically since that time md  there is little doubt that these 
customers likely paid higher rates than they would have if they remained with the utility. 
However it tvould be short sighted to take this unique set of events which may have led to 
customexs paying higher rates than the utility over the past 18 months and draw general 
conclusions about the value provided by choice programs. Moreover, such a myopic 
analysis also devalues to zero the inherent value of  the optionality that is imbedded in ti 
fixed price product. If in fact prices had continued to increase as was predicted by inany 
expeits at the time, the cnlculations would have turned out dramatically different, offexing 
a huge positive cost differential. What is impoi-tnnt is the ability of a consumer to 
purchase products that have value inherent to that consumer, it is not, the cost dif'fercritial 
at any point in time. In fact it is the oppordturrity to save nioney which Columbia states as 
its program goal when establishing the original choice program. The reports praduced by 
Columbia demonstrate that consumers have in fact saved money, although it depends on 
the snapshot on which we decided to focus. 

The RGS believe that an opportunity for savings is oiie of the benefits that does exist in 
the market, but it is an individual's broader customer experience that is of paramount 
importance. If a consumer's priniary interest is wanting the security of a known price 
and can get that from the market, it is presuniptuous for someone else to decide for them 
that savings should be the sole deteiminmt of customer value. If the market is properly 
structured, opportunities for consuniers to find the value propositjon that best suits them 
will be available: for some it is savings, for others it is security and stability, and for 
others it is simply knowing what they have to pay, without all of the adjustments and 
revisions that occur with a regulated price. An oppoi-tunity for savings does not 
necessarily always equate to every customer paying a lower rate each and every nionth, 
nor does it djminish the other benefits that are present with a competitive market. 

An equally important benefit of the competitive market is the ability for consumeis to 
take control of their natural gas purchasing decisions, so that they can make decisions 
that are best for them and their families. Risk-averse consumers will more likely decide 
that a fixed price or capped price product is the product that best ineets their needs. In a 
vibrant properly stiuctured competitive market, there will be ample pioducts offerings 
over time from a variety of sources. A regulated paradigm does not offer this option, and 
thus cannot niecl the needs of consunicrs that want to avoid or mitigate the volatility of a 
variable rate. 

A third benefit of the competitive market is the impact it has on all prices. As the 
competitive rnnrket develops, all participants have to become more and more efficient to 
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rmiain competitive, including the utility. In many service teriitories the existence of 
competitive suppliers in the picqpams not only makes the competitive suppliers better at 
providiiig competitive products, but also encourages the utility to become more efficient 
with its products, assets and services. This happens through stakeholders’ participation in 
rate cases, reviews of GCAs, collaborative and other similar activities. Suppliers are very 
familiar with the markets, capacity assets and what it takes to service customers. 
Participation over decades in multiple venues has enabled suppliers to gather a wealth of 
knowledge md experience that they bring to bear in the regulated piocesses to help the 
regulators and utilities become more efficient. 

An ndditional benefit derived by the existence of the competitive market is that it siniply 
provides options for consurnexs, always remaining mindfd that ultimately the choice is 
the consumer’s. Oppoi-twities provided ta maiketers as a result of positioning the 
consumer to select supply alternatives will drive product innovation in tarns of pricing 
and service options. Consumers perceive value in many different ways. When market 
prices are high and there is a risk for continued upward price pressure, some consumers 
ol-ien want to protect against even higher prices. Other consumers simply want to find a 
price in the market that wciuld eiisure they will pay the same or less this winter than the 
previous year. Others will look for something that is priced below the utility’s price sild 
will not be as concerned with the volatility. With any of the options, the important point: 
is that the option is available allowing the consumer to discern what the consumer 
believes to be in his or her best interest. If coinpetition is not allowed, neither is the 
opportunity for consumers to make decisions for themselves. Gas prices are at historic 
lows. Prices will inescapably rise over time. While regulated pricing paradigms might 
provide ephemeral mitigation against market prices through a levelizing of volatility, 
over time commodity index prices in Iarge pal? detennine the price of the commodity, 
thus the need for prior period reconciliation. At some point the price will have to be paid. 
Absent coinpetitive options and the ability of consumers to make decisions for 
themselves when and if they choose to do so, the Coinmission and utilities rue assuming 
the responsibility and attending risks o f  determining what is in the consumer’s best 
interest and are essentially eliminating all potential. consumer preferences. 

In regad to an assessment of the Columbia program’s success, RGS believe the program 
was successful in introducing options for consumers and enabling consumer self- 
determination. However, RGS believe the potential success of the program has been 
compromised by its “pilot” nature and periodic reassessments of its continuation. Market 
entry requires a significant investment and without some degree of certainty that the 
program will continue, many companies look elsewhere for growth. Establjshiig a 
permanent prugrein would encourage more suppliers to enter the market, which as 
mentioned above would lead to inore customer offerings, drive efficiencies and 
encourage innovation. 

\, 
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