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PSC Case No. 2010-00146 
AARP DR No. 001 

Respondent: Greg Collins 

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

IZESPONSE TO DATA REQUEST OF AARP 

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 consumers in Kentucky price 
transparency, timely price signals, and information on which they can make 
consumptions decisions? If so, why? 

Response: 

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

1 Case No. 20 10-00 146 





PSC Case No. 2010-00146 
AARP DR No. 002 

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

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, ELC’S AND VECTFU3N SOURCE’S 

RESPONSE TO DATA RlEQUEST OF AARP 

Request for Information 2 

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

Response: 

Objection. This question calls for information not possessed by the witness. Witness 
Collins referred to the U.S. Energy Infonnation Administration as support for his 
statement listed on page 2 of his testinioriy which referred 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 AARP’s request for the total 
number of natural gas customers with or without access to choice in the TJriited States at 
that time is requesting information that the witness does not possess. 

1 Case No. 2010-00146 





PSC Case No. 2010-00146 
AARP DR No. 003 

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

INTERSTATE GAS SIJPPLY, INC., SOIJTHSTAR ENERGY 
SERVICES, LLC’S AND VECTREN SOURCE’S 

REWONSE TO DATA REQUEST OF AARP 

Request for Information 3 

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

Response: 

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

With respect to the second question, specifically, the hypothetical posed by AARP, IGS, 
Southstar 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 upon an argumentative assumption as to the conclusion. 

I Case No. 2010-00146 





PSC Case No. 2010-00146 
M R P  DR No. 004 

Respondent: Greg Collins 

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

RESPONSE TO DATA RE,QUEST OF AARP 

Request for Information 4 

For Mr. Collins, with respect to your testimony at p. 3 ,  please provide any analyses or 
other evidence to support your testimony that the benefits of competition are maximized 
when the market is most dynamic, and that market dynamism is manifested by criteria 
including the number of competitive suppliers in the market, the number of product 
options available in the market, the number of customers who migrate from utility sales 
service to competitive supply service, and the minimization of barriers to supplier market 
entry. 

Response: 

At the outset, this Request mischaracterizes a number of elements in Mr. Collins’ 
testimony at p. 3, specifically it asserts that Mu. 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 Competitive service, when in fact Mr. Collins’ testimony 
asserts that if a properly structured market exists, with limited or low barriers to entry, it 
is Inore likely rather than less likely that suppliers will be present, typically in greater 
numbers than in an improperly structured market with higher barriers to entry, and that 
offers will be more numerous, dynamic and available. For instance, if a market structure 
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 continued viability. With higher arid 
greater barriers to entry, less competition will exist and that which does exist will be less 
dynamic. 

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

1 Case No. 20 10-001 46 



BEFORE 
WE PUBLIC UTILITES C Q M S S I O N  OF 0 

1 
In the Matter of the Application of The East Ohio Gas ) 
Company, dba Dominion East Ohio, for Approval of a ) 
Plan to Restructure Its Commodity Senrice Function. ) 

1 

Case No, OS-474-GA-ATA 

~ ~~ ~~~~~~ - 

DIRECT TESTIMONY 

OF 

DR. ROBERT LAWSON 

OP TEE OHIO GAS MARTCETERS GROW 

November '15,2005 
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Please state your name an business address. 

Robert A. Lawson 
Professor of Economics & George H. Moor Chair 
Capital University 
School of Management 
I College and Main 
Columbus, Ohio 43209-2394 

On whose behalf are you offering direct testimony? 

I am testifying on behalf of the Ohio Gas Marketers Group. 

lease summarize your educational, publications and work experience? 

I earned a R.S. degree (summa cum laude) in economics fiom the Honors Tutorial 

College at Ohio University in 1988, an M.S. and Ph.D. in economics from Florida State 

University in 199 1 and 1992 respectively. 

I taught at Shawnee State University in Portsmouth, Ohio from 1992-1 996. Since 

then, T have been a professor at Capital University in Columbus, Ohio, and have been 

promoted first from assistant to associate professor in 1999 and then to full professor in 

2002. In 2001, I was awarded the George H. Moor Chair at Capital. I have taught over a 

dozen different courses but specialize in teaching political ecanomy, price theory- 

microeconomics, public finance, labor, and comparative systems. I have worked with 

various public policy institutes including the Buckeye Institute, the Fraser Institute 

(Canada), the Cat0 Institute, the National Center for Policy Analysis, the Mackinac 

Institute and others. 

I have authored nine editions of the Economic Freedom of the World, an annual 

report that benchmarks the progress toward economic liberalism around the world. This 

report has been cited widely in the popular press (including for example, The Economi,sst) 
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and in over 200 academic journal articles. I am the author of 14jomal articles, 7 

articles published in edited volumes, 4 book reviews, 12 policy reports and numerous 

other shorter works. 

What is the purpose of your testimony today? 

To address the following issues: 

Benefits of a market based micinn in general. The simplest and most primitive bct ion  

of prices in m y  market is to serve as a rationing device to equate the quantities of a good 

available from suppliers with the quantities desired by the buyers. One risk associated 

with my paradigm in which non-market based prices are charged is that the price will be 

set so that these two quantities do not meet and there will be a shortage (if the price is 

“too low”) or a surplus (if the price is “too high”). But this tinction of ‘%learing the 

market” is in many ways not the most important function of prices. 

The real advantage of market based pricing is how market prices c o m ~ c a t e  

information and provide proper incentives to buyers and sellers, Nobel Laureate F.A. 

Hayek best described this function of prices in his 1945 article, “The Use of Knowledge 

in Society.” If the supply of a particular commodity is temporarily short or if the demand 

is temporarily high (it does not matter which and it is important that it does not matter 

which), the price of this commodity will rise. This price increase will immediately 

communicate to people dl that they need to know: They had better economize on the use 

of this commodity. Market prices also send important, and underappreciated, signals to 

suppliers. Higher prices encourage producers to try to expand production or divert it 

from other areas to the area of the highest value, Natural gas and other utility markets 

often face significant shifts in both supply (e.g., I(atrina) and demand (e.g., hot summers 
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and cold winters) that need to be dealt with in some manner. The decentralized market 

price system, as Hayek argued, handles these things more efficiently than any other 

centralized method. 

Problems with government set rates in aened. Generally speaking governments set rates 

try to mimic market rates so that if supply and demand conditions dictate an increase in 

price then the government will eventually increase the price and if the supply and demand 

conditions dictate a decrease in price then the government will eventually decrease the 

price. The problem iies in the word eventually. Suppose there is a temporary disruption 

in natual gas supplies as recently witnessed. The fact of the matter is that we have less 

natural gas and nothing can be done to alter this fundamental fact at least in the short run. 

Consumers have to cut back on the use of gas. There is no other option. The question is 

how to achieve this. If we are using market pricing, then the problem is efficiently 

solved by increasing the price. People will see the higher price and will find ways to use 

less. To be sure this is a very difficult thing to do, and people are inclined to blame the 

price or the market in general for this disruption to their daily lives and pocketbooks, but 

the price is merely the messenger. The problem was that gas supply was disrupted. If we 

have government set pricing, then what happens to price during the period of this 

disruption? The answer is nothing. The price has been set for the period in question and 

that is that. Consumers will not get the information to economize on gas and so they will 

not. Shortages are one possible result. Another possible outcome is that the government 

would have to step in to arbitrarily reduce use by some users (one example of this is 

rolling brownouts in electricity markets). In short, government based p ~ c i n g  fails to send 

the proper signals to consumers (and producers) when supply and demand conditions 
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change. To be sure, the government price will eventually catch up to the market, but it 

will do so in the wrong time period. 

There is another potentially serious problem with government set pricing. The 

standard analysis assumes that the government sets prices with the interests af the public 

in mind with an eye toward getting the lowest possible price to consurriers consistent with 

the firms receiving a normal rate of return on their investment. But what if the 

government price setters in fact set prices to heed the wishes of the pmducers? Nobel 

L,aureate George Stigter wrote about the ability of regulated fvms to “capture” regulators. 

This is possible not so much through any type of corruption as by controlling and 

managing the flow of in€onnation to the regulatory agency. The evidence from the price 

regulation of both the airline and trucking industries is quite clear. The regulatory 

agencies (the Civil Aeronautics Board €or the airlines and the Interstate Commerce 

Commission for trucking) in fact set prices above competitive market rates. When 

market pricing began in the late 1970s (airlines) and earIy 1980s (trucking), prices to 

c omimers fell dramat icaJ1 y , 

of the Commission as market monitor. I think the role of the regulatory cominission 

should not be to set rates but to assure that the market is as competitive as possible. One 

approach is to focus on detecting and enforcing antitrust law, but another important 

function is for the Commission to set the rules of entry as law as possible to foster a 

contestable market. 
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Some of the parties to this proceeding have questioned what the value ia of lhaving 

rates, as opposed to a cost of service rate from a monopoly provider? 

What are the advantages of using market based pricing? 

First, the biggest problem with any government pricing model based on cost of service 

is in determining the cost of service. All costs, like prices are subjective and are not easy 

to measure. To take a simple example, suppose we have Finns A and B with identical 

cost structures as shown in their balance sheets and income statements and so forth. Firm 

A is in a iisky business though and faces a 50% chance of bankruptcy while Firm I3 faces 

only a 10% risk of bankruptcy. Risk is a cost of doing business and firms have to be 

compensated for it, so the price charged by Finn A wi11 end up being higher than Firm B 

in a competitive market. This is right and proper, but one wonders what a regulator 

would do if tasked with the job of setting prices €or both firms? It is quite reasonable to 

assume that the regulator using the information available (identical looking accounting 

costs) would set the price the same for both firms. This would be a mistake and could in 

fact drive Firm A out of business. The basic problem is that accounting statements do a 

gaod job of tracking some costs (primarily for tax purposes) but there are many costs not 

we11 accounted for (risk is one of them, the cost of using owned assets is another) and 

setting prices based on costs is not as easy as it sounds. 

Second, who provides the information about the cost of service? The firm itself! 

Thus the regulated firm (unlike firms in competitive marketplaces) has an incentive to 

overstate or inflate costs inasmuch as the government has guaranteed a price hi& enough 

to cover them. In a market environment, firms are not guaranteed a price high enough to 

cover costs. Many firms in fact fail to cover costs and thus go out of business, The lack 
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of a guarantee is a powerful force that motivates f m s  in markets to provide products that 

people desire at the lowest possible cost. Regulated firms lack such incentives and we 

must conclude that they will be less diligent about keeping costs low and service levels 

high. Again, the evidence from the reguIation of trucking and airlines is instructive. 

After deregulation, prices (and costs) fell dramatically. 

Are there times that market based pricing would not be appropriate? 

Yes. Market pricing is less than fully effrcient in three important areas: monopoly, public 

goods, and externalities. The latter two are not factors in the natural gas market and are 

not relevant to this testimony. The argument about monopoly can be broken down into 

two parts: natural monopoly and collusion. 

A natural monopoly can be defined as a situation in which a single firm can 

effectively supply an entire market place at lower average cost than could be achieved 

using any larger number of i ' i s .  This is an argument about econonvles of scale 

basically. The nature of technology may exist so that having more than one firm in the 

market would result in higher average costs for everyone. The cost advantages of the 

single large fm would dictate that a single large firm would prevail in the competition of 

the market. The problem is that once a single large firm is established, it is likely to act 

like a monopolist and charge a high monopoly price. An argument for government price 

regulation often rests on the desire to regulate such natural monopolies. A plausible 

argument can be made that the natural gas distribution network (at the retail level nt least) 

is a natural monopoly. Having multiple competing gas lines running to homes and 

businesses is likely to be more expensive for everyone than have a single gas line. But 

this case is not about the distribution network; it is about the production and sale of the 
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natural gas itself as distinguished from the problem of transporting the gas to peoples' 

homes and businesses. Tliere is no a m e n t  that T sun aware of that suggests #at there 

are significant economies of scale in the production of natural gas itself. Many natural 

gas suppliers can simultaneously exist in tlie market without causing an increase in 

average costs for the gas itself, 

Even if the market is not a natural. monopoly we must still be concerned with the 

possibility that firms will collude to act like a monopoly. In the case of natural gas, my 

understanding i s  that the number of suppliers is sufficiently large that collusion is not 

likely, and most importantly the market appears to be open to new entrants should 

collusion take place. 

The bottom line is that there are special cases in which market based price is 

problematic. The goad news is that these cases do not apply in the case of the 

productiodsale of natural gas. 

Would consumers be better served By having access to market based pricing if the 

customer chooses to shop, but have the utility administrated GCR as a safety net of 

a cost of service based default supply? 

If a supplier does not choose a supplier or if the natural gas supplier chosen goes 

banIcrupt or otherwise fails to serve, then we need a mechanism for getting the consumers 

a new supplier quickly as a matter of public policy. Default commodity supply can be 

effectively assured by guaranteeing consumers a provider of natural gas if they fail to 

choose their own supplier or if the supplier fails to deliver. There is no reason however 

that the price charged by the default provider, whoever that may be, should be set in any 

manner different than the price set by other firms from whom the consumer can choose. 
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In the long m, the simple fact is that consumers are going to pay for their natural 

gas. With market based prices, we allow supply and demand to set price as we go. With 

government pricing, the government also uses information &om supply and demand to 

set prices though it does so in an ill-timed manner always playing “catch up” wiEh the 

market. There is little price difference in the long run between the two approaches 

(though there are important short run differences as noted earlier). 

For consumers worried about the short run risks associated with fluctuating prices 

in a market environment, there are always ways to contract away risk (at some price). 

My understanding is that the natural gas providers offer an array of fixed and flexible 

price contracts for different contractual lengths of time. Consumers who are risk averse 

can contract for fixed prices if they are concerned about this. 

One of the factual issues to be determined by the Commission in this matter is 

whether the East Ohio service area has a competitive natural gas market. What are 

the characteristics of a competitive market? 

Let me begin by defining a competitive market as one where the price tends to equal the 

average cost of production in the long run, and thus firms in Competitive markets can earn 

only normal rates of return (economists call this zero economic profit). There are several 

different common approaches used to determine whether a market is competitive. 

First, a naive approach would look simply at the number of firms and assume that 

a large number of firms in a market demonstrates competition whereas only one firm 

(i.e., a monopoly) means no cornpetition. Economists however are not clear on how 
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many firms you need to have to achieve a competitive result. To be sure the greater the 

number of firms, the better the likelihood of securing a competitive price in the market, 

but there is no “magic number” of firms beyond which we can say with certainty that we 

will have a fully competitive result. In some cases, two firms may be enough to result in 

competitive price. Of course having only two firms invites an opportunity for collusion 

between the firms so we may instead get monopoly-like pricing. There is no well defined 

economic theory to help us predict which result we will get in the real world. It is also 

not easy to determine the definition of the market in terms of counting firm. Is it the 

number of natural gas firms only or is it the number of natwat gas, electricity, and 

heating oil firms in the market that we should count? ARer all, electricity and heating oil 

are competing products with natural gas and could be considered a part of the “energy 

market” broadly defined. A less n&ve but equally problematic approach for all the same 

reasons would be too look at market share concentration ratios for the top firms. 

Second, one may attempt to measure directly the degree of competition by 

looking at the margins between price and average (or sometimes marginal) cost. If we 

have competition, then there should be no profit margin (in an economic sense) but if we 

have monopoly we would expect to find a profit margin. There are serious problems with 

this approach. One problem is that the no profit result applies in the “long run” and we 

simply do not know how long the economic concept of the long run is in terms of actual 

time; we do h o w  however that the length of time necessary for long nm adjustments to 

take place will vary considerably from industry to industry. Short run profits do happen 

in competitive markets all the time (as do short n.m losses) and their existence at a point 

in time is absolutely no evidence of collusion or a lack of competition. A second 

problem is that calculating profit margins requires detailed knowledge of the costs (and 
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risks) facing the firm that no outsider can possibly know and indeed the Arm itself may 

have only a vague idea about. 

Third, we can try to judge the competitiveness of a marketplace by its “openness” 

to new entrants. I f  a market has only one firm, but faces potential competition fiom new 

entrants (Le., it is “contestable”), it may still charge a competitive price in order to deter 

entrants. In many ways this is most satisfactory way to view the problem. I f  for example 

we had a contestable market in which only one firm or a small group of colluding f m s  

were charging high monopoly-like prices, we would expect the new entrants to come in 

and compete away the high prices. The key thing from this point of view is to determine 

how open the market is to new entrants. If new entrants can enter a market easily, then 

my view is that we may rest easy that the market will approximate a competitive result in 

the long nm. 

In sum, the Commission should look at the number of competitors, the market 

share held by the competitors and pricing information, but the best way to judge whether 

a market is competitive, and equally important to keep it competitive is to examine 

whether there are barriers to entry, and if so to remove them. 

Q9. 

A9. 

What role should the Commission play in keeping a functioning market? 

The primary role of government in a market economy is to enforce certain basic rules of 

tlie game against fraud, price fixing, and the like and also to enforce contractual and 

regulatory obligations among various participants in the economy. In this situation, the 

Commission’s primary role is to protect consumers from supply disruptions and collusion 

on the part of providers. 
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In the current regime, East Ohio Gas contracts to buy gas &om. wholesale 

providers using a procure system that it devised. A year or two later the Commission 

audits the purchases (management and performance audits) as well as reviews the records 

of expenditures and collections (financial audit). If the Commission finds irregularities it 

must fashion a remedy to repay or bill customers, though given the lapse of time 

restitution on an individual customer basis is not practical. The suggested new regime 

would have East Ohio Gas hold an open auction using a transparent process for obtaining 

bids from wholesalers. I would think the Commission would find its job of monitoring 

the marketplace and detecting price fixing easier in the more transparent environment of 

an open auction compared with the current audit process. Furthermore, if there is a 

problem with the auction it can be repaired before customers are billed. 

Q10: Does this conclude your testimony? 

A10: Yes, it does. 
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Al3.D SERVICE AUC 

Background 

On June 18,2008 the Commission approved a joint stipulation which authorized The East 
Ohio Gas Company d/b/a Dominion East Ohio @ominion) to conduct an auction for 
pricing of its wholesale natural gas supply for the period September 1,2008 through 
March 31,2009. On July 22,2008 Dominion conducted an auction consistent with that 
Opinion and Order. The auction participants bid s “Retail Price Adjustment” in the form 
of an adder to the monthly NYMEX settlement price for natural gas futures. The Retail 
Price Adjustment is a fixed dollar amount over the seven month tern and reflects the 
bidders’ estimate of their incrementa! cost to deliver the required amount of gas from the 
Henry Hub (which is priced at the NYMEX ), to Dominion’s city gate* If the result of the 
auction is approved by the Commission, the sum of the monthly NYMEX settlement 
price and the Retail Price Adjustment will be the Standard Service Offer (SSO) price for 
sales customers not athenvise participating in Dominion’s choice program. Supplies 
procured through the auction will serve Dominion’s aggregate sales requirements for 
mercantile and non-mercantile sales customers served under the General Sales Service 
and Large Volume General Sales rate schedules including Percentage of Income Payment 
Plan (PIPP) customers. 

On August 30,2006, the Commission issued an h t r y  authorizing Dominion to repiace 
its then current Gas Cost Recovery (GCR) mechanism with an SSO rate of NYMEX plus 
a $1 -44 Retail Price Adjustment. That approval was based on the recommendation 
contained in a Staff Report filed on August 29,2006 which concluded that $2,504 was 
the upper bound of what would be considered a reasonable benchmark for the auction 
result. This benchmark was based on Staff‘s analysis of the historic relationship between 
the NYMEX price and Dominion’s GCR. The Staff believes that historical analysis still 
has sonie validity, but any auction result needs to also consider current market conditions 
compared to conditions that existed at the time of the first auction. An increase in basis 
costs at major supply points, an increase in Dominion’s fuel retention rate and a 
significantly smaller spread between the cost of gas in storage compared to current 
NYMEX futures prices, all combined to put upward pressure on the auction results as 
compared to the previous auction. Regardless of the final price, the fact that thirteen 
suppliers participated, (one more than with the last auction) argues for a conclusion that 
the resulting auction price is an accurate reflection of the natural gas market at the time of 
the auction. In evaluating the auction result Staff believes the Commission should also 
consider more subjective factors such as the benefit to the Choice program that results 
from continuation of the market based SSO regime rather than a return to the GCR With 
its lagged adjustment& 

Auction Results 

World Energy Solutions (World Energy) was retained by Dominion to be the auction 
manager. World Energy is the successor company ta Energy Gateway, which conducted 
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Dominion's initial SSO auction. The auction was conducted on July 22,2008 from the 
World Energy offices in Dublin, Ohio with bidders participating over the internet. For 
purposes of the auction Dominion's aggregate load was separated into 12 tranches. 
Thirteen bidders were certified to participate in the auction with each participant bidding 
on a maximum of 4 tranches. The auction was conducted as a descending clock auction. 
Under this type of auction the participants bid on the number of trmches they are Willing 
to supply at an announced price (the Retail Price Adjustment). If there are more tranches 
bid than are available, a new round is conducted at a lower announced price, The auction 
continues until exactly 12 tranches are bid and the announced price at that round becomes 
the Retail Price Adjustment for the SSO. The initial bid price was set at $3 S O  by 
agreement between Dominion and Staff. The round-by-round decrement to that initial 
price was also determined in advance based on the ratio of tranches bid to tranches 
available according to the following formula: 

Surglv Ratio 
Greater than 2.5 
1.75 to 2.5 
Less than 1.75 

Decrement 
20 cents 
10 cents 
5 cents 

Dominion also reserved the right to adjust the decrements if circumstances dictate after 
consultation with Staff. 

The auction concluded after 12 rounds with a final Retail Price Adjustment of $2.33. Five 
bidders were awarded tranches. Because there was an over-subscription of tranches bid in 
round 8 at $2.35 followed by an under-subscription in round 9 at $2.30, the auction price 
was reset at $2.34 and the auction continued at 1 cent decrements. Once again, in round 
1 1 there was an over-subscription followed by an under-subscription in round 12. 
According to the auction rules, this ended the auction, Tranches were allocated by 
reverting to the number of trances bid in the previous over-subscribed round. 14 tranches 
were bid in that round by five bidders. The total available load is adjusted so that each 
tranche is now 1/14' of the available load rather than 1/12* Each Winning bidder is then 
awarded the number of newly calcutated tranches bid in that over-subscribed round. A 
raund-by-round bidding summary is attached to this report with the bidders not 
identified. Based on Staffs observations the auction was fair and devoid of my 
indications of collusion or other anomalies. The resulting Retail Price Adjustment of 
$2.33 is within the $2.504 that Staff has determined is a reasanable benchmark by which 
to evaluate the auction result. Based on the criteria discussed above, Staff recommends 
the Commission approve the $2.33 as the SSO Retail Price Adjustment for the period 
September I ,  2008 through March 3 1,2009. Although Staff is recommending approval 
for the seven month period we recognize the Commission will retain authorityb 
terminate the SSO and direct Dominion to return to GCR service at any time should 
circumstances warrant. 
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Confidentiality 

If the auction results are approved by the Commission, the winning bidders will need to 
secure a certain amount of interstate pipeline capacity to meet their supply obligations. 
Bidders expressed concerns that revealing their identities may have a negative impact on 
their negotiating position with the pipelines, Staff recommends the Commission grant 
confidentiality of the bidder’s identities for a period of 60 days after Comtnission 
approval of the auction results. 
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Background 

On August 29,2006 Dominion East Ohio (Dominion) conducted an auction for pricing of 
its wholesale natural gas supply for the period October 2006 through August 2008 
consistent with the Commission’s May 26,2006 Opinion and Order. The auction 
participants hid a “Retail Price Adjustment” in the form of an adder to the monthly 
NYMEX settlement price for natural gas futures. The Retail Price Adjustment is a fixed 
dollar amount over the twenty-three month term of Phase 1 and reflects the bidders’ 
estimate of their incremental cost to deliver the required amount of gas from the Henry 
Hub (which is priced at the NYIL/IEX ), to Dominion’s city gate. These incremental costs 
will include pipeline transportation costs, heat rate conversion, lost and unaccounted for 
gas, administrative and general costs as well as the bidder’s profit. If the result of the 
auction is approved by the Commission, the sum of the monthly NYMEX settlement 
price and the Retail Price Adjustment will be the Standard Service Offer (SSO) piice for 
customers not participating in Dominion’s choice program. This SSO price would 
replace the GCR mechanism during the Phase 1 period. 

The PUCO Staff attempted to characterize an auction outcome that would be considered 
reasonable and deserving of Commission approval. In order to determine an appropriate 
Retail Price Adjustment, available data were analyzed to identify how Dominion’s GCR 
rate has differed from the NYMEX historically. This will serve as a benchmark for 
evaluating the auction results since an acceptable Retail Price Adjustment should not 
differ substantially from this historical “delta” assuming expected market conditions at 
the time of the auction are not outside the range of historical conditions. 

This report also contains a review of the auction procedures performed by CRA 
International (CRA), which was retained to provide consultant support to the Staff and 
Commission in monitoring and evaluating the auction. 

BENCHMARK PRICE ANALYSIS 

Staff Analysis 

The Staff’s analysis focused on comparing Dominion’s Expected Gas Cost (EGC) with 
the NYMEX monthly settlement price for the period February 2000 through June 2006. 
The data were adjusted to account for the inconsistency between a monthly N W X  
price and quarterly EGCs prior to November 2004 (at which time Dominion began 
updating the EGC monthly). The second and third months of each quarter were deleted 
to eliminate the two months in which the EGC was not adjusted. A one month lag of the 
NY?vlEX price was utilized to reflect the 30 day lag required of GCR filings prior to 
November 2004. The differentials (or “deltas”) between the adjusted EGC and NYh4EX 
data were then calculated using the lagged NYIvlEX price prior to November 2004 and 
the non-lagged NYMEX price from that point through June 2006. Rather than relying on 
a simple average of the differentials over the entire time period, averages were calculated 
for several different time periods for purposes of examining how they may have changed 
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over time. Although these averages do show growth over time, presumably due higher 
and more volatile commodity prices, they are fairly consistent. 

Also included in Staff’s analysis was a factor to reflect the GCR adjustments over time. 
Although the EGC is intended to be an estimate of the current market price, the GCR 
adjustments nonetheless are actual costs incurred that should be accounted for in the 
analysis. There is no precise methodology for accounting for these adjustments since 
there is a significant time fag between the time the costs are incuned and the time period 
over which they are recovered. In this analysis, the adjustments were accounted for by 
taking an average of those adjustments aver the same time periods as the NYMEX / EGC 
differentials discussed above were calculated. The sum of the EGC deltas and average 
GCR adjustments is shown in Table 1 as the “NYMEX Delta”, (All prices are in $/Mcf.) 

TABLE 1 

HISTORICAL COMPARISON OF NYMEX VS. DOMINION EGC 

AVERAGE 
NYMEX DE0 EGC GCR NYMEX 
SETTLE EGC DELTA ADJUSTMENT DELTA 

Average 2000 - 2006: $6.3099 $8.1 443 $1.8375 $0.2780 $2.1 155 

Average 2001 - 2006 $6.6241 $8.4819 $1.8613 $0.2987 $2.1 599 

Average 2002 - 2006 $6.8617 $8.7275 $1.8697 $0.2060 $2.0757 

Average 2003 - 2006 $7.431 1 $9.2685 $1 841 8 $0.3921 $2.2339 

Average 2004 - 2006 $7.9706 $9.8538 $1.8886 $0.3641 $2.2527 

Average 2005 - 2006 $8.5267 $1 0.3474 $1.9347 $0.4035 $2.3382 

Overall Weighted Average: ;.5 $2*19;60 

A final calculation was performed by calculating an overall average of all the individual 
averages for the various time periods. This overalI average will include all the time 
periods but will be more fieavily weighted to the most recent time periods. The result is 
an overall weighted average adder of $2.1960. 

As an alternative approach, the Staff conducted a more detailed review limited to the post 
November 2004 period. This was done to account for the aforementioned inconsistency 
between a monthly N W X  price and quarterly EGCs prior to November 2004. In this 
approach, Staff evaluated the various measures of gas costs available GCR, EGC and 
Unit Book Cost (Le. the toral actual gas costs divided by sales) in two ways: (1) using the 
simple average over the 1 UO4-7/06 period and (2) using a weighted average over that 
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period where the rate is weighted by usage (Weighted Average Cost Of Gas or 
"WACOG"). The latter would seem to yield a better comparison because it places more 
emphasis on higher usage months, just as bidders would do in structuring their offers. 

$8.199 $10.141 $10.547 $1 1.924 

$7.479 $9.581 $9.984 $9.227 

$8.1 02 $10.141 $10.555 $10.299 

$7.720 $9.728 $1 0.098 $9.1 57 

Staff further refined the data by creating an additional subset of the data that removed the 
three lowest and three highest differences between the EGC/GCR rates and the NYIvJEX. 
This was done to correct the data for perceived outliers due the supply impacts o€ 
Hurricanes Katrina and Rita, as well as for certain months where the prompt month piice 
fell significantly after Dominion had filed its rate. By discarding these outliers, the 
remaining figures represent more typical variations from the N m X .  Differentials 
were calculated using the weighted and non-weighted averages for both the full time 
period and the modified period which excludes the data points discussed above 
corresponding to the months 9/05 - 11/05,2/06 - 3/06, and 7/06. Table 2 summarizes 
the results of this analysis. 

$1.94213$2.'348: $3.725 

$2.1 02,'3$@0$! $1.748 

$2.039':'$2.4521 $2.196 

$2.0083"$27$8 $1.437 

1 2 "1 . .  
'A,. ": I 
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TABLE 2 

NYMEX VS. DOMINION RATES USING SALES WEIGHTED AVERAGES 

Average Rates NYMEX Differential 

Non-WACOG Comparisons 
Average For Entire Span 
Average Less Following: 
9105-1 1/05, 2106-3/06, 7/06 

WACOG Comparisons 
Average For Entire Span 
Average Less Following: 

9105-1 1/05, 2106-3/06,7/06 

In determining which NYMEX rate differentiaI, (ie. EGC, GCR or Unit Book Cost), 
with which to evaluate the auction outcome, Sta€f concludes that the comparison with the 
GCR provides the most appropriate benchmark. The wide vaiiability in the Unit Boak 
Cost information appears to make it the least useful benchmark. This variability is most 
likely due to distortion caused by extremely seasonal usage patterns, the billing cycle 
effect and the LIFO storage accounting reflected in the book cost of gas. The EGC! 
comparison will be understated because it does not include the GCR adjustment 
component of gas costs. As discussed above, actual gas costs inevitably will vary from 
the EGC and those true-ups need to be considered in some fashion. Since the GCR 
comparison incorporates those true-ups, Staff concludes that the calculated differential 
between NYMEX and the GCR provides the most reasonable benchmark. Staff further 
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believes that the WACOG data should be given more weight in the evaluation as should 
the differentials associated with the subset of the data series that does not include the six 
outIier months discussed above. 

Recommendation 

One conclusion to be drawn from the Staff’s analyses is that the differential between the 
monthly NYMEX and Dominion’s retail rate has been growing over time. Table 1 shows 
a generally increasing trend in the average differentials as the most recent time periods 
are given increasingly greater weight. This is supported by the data in Table 2 which 
shows even higher differentials when only the most recent time periods are used. The 
results in Table I thus should be considered somewhat understated by virtue of using a 
longer data history which included years that reflected lower prices and much less 
volatility in the NYMEX than seen in recent years. The $2.196 overall weighled average 
thus should be considered at the low end of what would be considered a reasonable 
benchmark, The results in Table 2, being more reflective of recent experience, should be 
given greater weight in evaluating the auction results. The calculated GCR differentials 
in Table 2 are fairly consistent, ranging from a low of $2.348 to a high of $2.504. The 
$2.504 differential should thus be considered at the high end of what would be 
considered a reasonable benchmark. 

These results are intended to provide a historical context to assist in evaluating the 
auction results, Assuming the auction otherwise is considered to be successful (e.g. there 
was sufficient bidding interest and competition, the auction provided a competitive 
market outcome, efc.), the benchmark range identified above should be considered a 
guideline to assist the Commission in evaluating the auction results, rather than the single 
determinant in the decision to accept or reject the auction results. 

CRA REVIEW OF AUCTION PROCESS 

CRA assisted the Commission and Staff by monitoi-ing and reviewing the auction 
procedures and results. Prior to the auction, CRA provided advice on the starting price 
and price decrements for the auction. CRA also attended the bidder information session 
in Columbus on August 17. During the auction, CRA monitored the bidding process. 

CRA believes the auction was conducted fairly and reasonably, and that there was 
sufficient bidding interest and competition to suggest the auction results reflect a market- 
determined price. Attachment A provides the details of CRA’s assessment 

STAFF RECOMMENDATIONS 

Auction Results 

The August 29,2006 auction resulted in a final Retail Price Adjustment of $1.44 per Mcf. 
This outcome is well below 
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the range of benchmarks calculated by Staff. Based on this result and CRA’s 
determination that the auction procedures were fair and devoid of any signs of collusion 
or other anomalies, Staff is recommending the Commission approve the auction results. 
If so approved, the SSO price for the Phase 1 period of October 2006, through September 
1,2008 will be the monthly NYMEX settlement price plus a Retail Price Adjustment of 
$1.44 per Mcf. In making this recommendation Staff recognizes that, in its May 26, 2006 
Opinion and Order, the Commission reserved all authority to exercise oversight duiing 
Phase 1 and specifically reserved the right to tei-rninate Phase 1 and return to the GCR 
piicing methodology at any time if circumstances warrant. 

Confidentiality 

Prior to the August 29,2006 auction, meetings were held with the auction pai-ticipants, 
Dominion, the Staff and OCC to discuss the details of the auction. During these sessions 
bidders expressed concern about the winning bidders being prematurely identified. Once 
the auction results are appvoved by the Commission, the winning bidders will need to 
secure a certain amount of interstate pipeline capacity to meet their supply obligations. 
Bidders are concerned that revealing their identities may have a negative impact on their 
negotiating position with the pipelines. The consensus of the bidders was that a period of 
60 days after the auction for the bidder’s names to remain confidential would be 
sufficient to conclude agreements with the pipelines. Staff recommends the Commission 
grant confidentiality of the bidder’s identities €or a period of 60 days after Commission 
approval of the auction or until agreements with the pipelines are concluded, whichever 
comes first. 
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Post-Auction Checklist for the Dominion East Ohio Nafural Gas Wholesale Supply Auction 

Number of Bidders at start of round 1 

ATT'ACHMENT A 

12 

POST-AUCTION CHECKLIST FOR THE 
DOMINION EAST OHIO NATURAL GAS WHOLESALE SUPPLY AUCTION 

Starting price (going price for round 1) 

# Tranches bid in round 1 

Prepared by: CRA International. 

3.50 $/mcf 

40 

CRA International (CRA) was retained by the Public Utilities Commission of Ohio (the PUCO or the 
Commission) to assist the Commission and PUCO Staff by reviewing the Dominion East Ohio natural gas 
wholesale supply auction that culminated in bidding on August 29, 2006. 

Eligibility ratio at start of round 2 

This report Is CRA's post-auction checklist of the auction. 

4011 2 = 3.33 

The auction began with the opening of round 1 at 9:00 AM on Tuesday, August 29,2006, and concluded 
with the close or round 15 at 4:30 PM on the same day. 

bid in final round of auction 

Final closing auction price 

Table 1 below shows pertlnent indicators and measures for the auction. Table 2 below provides in 
checklist format our assessment of the auction and how it was conducted. 

12 tranches (round 15) 

1.44 $/mcf 

Table 1. Summary of the Dominion East Ohio Natural Gas Wholesale Supply Auction 

12 tranches 8 approximately 5 BCF/yr for each 
tranche 

Maximum # tranches a bidder can bid 

at start of round 1 

I 13 tranches (round 13), 8 tranches (round 14) # Tranches bid in round preceding round with zero 
excess supply or undersupply 

I ## Tranches procured I 12 I 
I #Winning Bidders 6 1 
1 Maximum # tranches sold by any one bidder I 4 I 
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Post-Auction Checklist for fhe Dominion East Ohio Natural Gas Wholesale Supply Auclion 

ATTACHMENT A 

Table 2. Overview of the Review of the Dominion East Ohio Natural Gas Wholesale Supply 
Auction 

8 ,!&&ff-$; & cg ,p,ric.<-,. i.r ..,, ...., ~", .f'!&$r.,!:eg-:L!K i$yye$v&S -y; ~*?$@;;~~$ k.G....-rL< 
From what CRA could observe, were there any 
procedural problems or errors with the auction, including 
the electronlc bidding process, the back-up bldding 
process, and communications between bidders and the 
Auction Manager (Energy Gateway)? 

From what CRA could observe, were there any 
hardware or software problems or errors, either with the 
auction system or with its associated communications 
systems? 

Were there any unanticipated delays during the 
auction? 

-- 

Did unanticipated delays appear to adversely affect 
bidding in the auction? What adverse effects did CRA 
directly observe and how did they relate to the 
unanticipated delay? 

Were appropriate data back-up procedures planned and 
carried out? 

- 

- 
Were any security breaches observed with the auction 
process? 

From what CRA could observe, were protocols followed 
for communications among Dominion East Ohio, its 
Auction Manager, PUCO Staff, the Commission (if 
necessary), and CRA during the auction? 

From what CRA could observe, were the protocols 
followed for decisions regarding changes in auction 
parameters (e.g., price decrements)? 

Were the calculations (e.g., for bid decrements or bidder 
eligibillty) produced by the auction software double- 
checked or reproduced off-line by the Auction Manager? 

3 

No. 

Yes. During bidding in round 9, bidders 
had trouble accessing the auction 
servers. The round was restarted after 
the auction server was rebooted. 

No. 

Appropriate data back-up procedures 
were planned. The Auction Manager 
informs us these procedures were indeed 
carried out. 

We observed nosbch breaches, nor 
were we informed of any such breaches. 

Yes. 

Yes. 

The auction software did not make these 
calculations. The calculations were done 
manually offline and double-checked. 
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Post-Auciion Checklist for the Dominion East Ohio Natural Gas Wholesale Suppry Auction 

ATTACHMENT A 

From what CRA cchd observe, were the 
communications between the Auction Manager and 
bidders timely and effective? 

Was there evidence that bidders felt unduly rushed 
during the process? 

Were there any complaints from bidders about the 
process that CRA believed were legitimate? 

Was there any evidence of collusion or improper 
coordination among bidders? 

Was there any evidence of a breakdown in competition 
In the auction? 

Does the auction appear to have generated a result that 
is consistent with competitive bidding and market- 
determined prices? 

Were there factors exogenous to the auction (e.g., 
changes in market environment) that materially affected 
the auction in unanticipated ways? 

on the part of bidders that delayed or impaired the 
auction? 

Yes. 

No. There were some round extension 
requests, but no bidder reported being 
rushed or appeared to be rushed. 

We saw no such evidence. 

Wesaw no such evidence. 

We saw no such evidence. Prices 
declined in an orderly way from the 
beginning to the end of the auction. 

Yes. 

-- 

_"I_ 

We observed no such effects. 
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PSC Case No. 2010-00146 
AARP DR No. 005 

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

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

RESPONSE TO DATA ltiEQIJEST OF AARP 

Request for Information 5 

For Mr. Collins, with respect to your testimony at p. 6, is it your testimony that there are 
no iricremental 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 ambiguous. No testimony is offered at 
page 6 which addresses either directly or indirectly the issue of incremental billing costs. 
With that caveat, there may be incremental costs attributable to system development to 
accommodate the exchange of electronic data. Once constructed, it is unclear as to 
whether continuing incremental costs would be incurred. 
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PSC Case No. 2010-00146 
AARP DR No. 006 

Respondent: Greg Collins 

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

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 6 

For Mr. Collins, please define the term “human needs customers” as you use it in your 
testimony, for example at p. 7. 

Response: 

I intend the temi “liuman needs customers” to mean those customers whose health and 
safety are fuidamentally reliant on delivery of natural gas for heating purposes. 
Examples of liunian needs customers are residential customers or corriinercial locations 
which possess fundamental similarity to residential locations sucll as nursing homes, 
assisted living centers, hospitals, and hotels. 
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PSC Case No. 2010-00146 
AARP. DR No. 007 

Respondent: Greg Collins 

INTERSTATE GAS SUPPLY, INC., SOUTHSTAR ENERGY 
SERVICES, LLC’S AND VECTFUZN SOIJRCE’S 

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 7 

For Mr. Collins, with respect to your testimony at pp. 6-7, is it your testimony 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 customers with supply choice who have used 
competitive suppliers are liurnan needs customers? If not, please clarify your statement 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 custorners” 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. 
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PSC Case No. 2010-00146 
AARP DR No. 008 

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

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

RESPONSE TO DATA W,QUEST OF AARP 

Request for Information 8 

For Mr. Collins, with respect to your testimony at p. 10, starting at line 1 1 , please identify 
each utility with a choice program in which the utility renders a consolidated bill for both 
utility distribution services arid supplier commodity charges, state whether the utility 
purchases the suppliers’ receivables, and state the terms and conditions of recourse by the 
utility to the supplier for shortfalls in recovery of such receivables. 

Response: 

Objection. This request is overly broad and would require Mr. Collins to engage in 
research that AARP could as easily engage in using its own resources arid as such, Mr. 
Collins is riot 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 
programs (as the terms and conditions of recourse vary from utility to utility and state to 
state, Mr. Collins does not have a matrix or study that would provide a response to the 
last part of the request, but Mr. Collins would point to the individual programs and 
utilities arid direct AARP to request of the utility copies of the applicable tariff 
provisions, as well as copies of the generic billing agreements). 

(UCB nzeans ’’ Utility Consolidated Billing ”, POX, “Purchase of Receivables” 
afirnzative response means the utility has it or has it approved and is working on 
iniplenzentation (isith aypropriate note thereofl). 

UTILITY UCB(yes or no) POR (yes or no) 
Ohio: 

Dominion East Ohio Yes Yes 
Vectren Energy Delivery Yes Yes 
Duke Energy-Ohio Yes Yes 
Columbia Gas of Ohio Yes Yes 

Michigan Consolidated (MichCon) yes Yes 
Consumers Energy Yes Yes 

Michigan: 
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Indiana: 

Pennsylvania: 
Northern Indiana PSC 

Columbia Gas of PA 
DominiodPeoples 
National Fuel PA 
PPL (electric) 
Equitable 

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

Ameren (electric) 
Commonwealth Edison (electric) 
Nicor Gas 
PeoplesBJoi-thshore 

Columbia Gas of KY 

New York: 

Illinois: 

Kentucky : 

Maryland: 

PSC Case No. 20 10-00 146 
AARP DR No. 008 

Respondent: Greg Collins 

Yes 
no 

yes (summer 201 0) 
Yes 
no 

Yes 
in process 
no 
no 

Baltimore Gas & Electric yes (developing 20 10) 
Washington Gas & Electric yes (developing 2010-1 1) yes (developing 2010-1 1) 
Columbia Gas of MD 

yes (developing 20 10) 

pending Cornrnission approval POR UCB 
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PSC Case No. 20 10-001 46 
M R P  DR No. 009 

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

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

RESPONSE TO DATA RlEQUEST OF AARP 

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 ternis and by per-them or per-customer cost) for 
suppliers to build and operate a duplicative receivables management capability. If a 
range is provided, please explain the factors that determine where on the range given 
supplier would fall. 

Response: 

Objection. The question calls for conjecture and speculation. Likewise, costs associated 
with the construction and implementation of a receivables management capability are 
different for any supplier. Furtheirnore, the largest portion of the potential costs 
associated with an accounts receivable system do not correlate to a “per-customer” cost. 
Without waiving this objection or caveats, Witness Collins submits that basic start-up 
costs for establishing a receivables management system in any given market can exceed 
$500,000 and, depending on system complexity, can exceed $1,000,000. 
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PSC Case No. 20 10-00 146 
AARP DR No. 0 10 

Respondent: Greg Collins 

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

RESPONSE TO ATA REQUEST OF AARP 

Request for Information 10 

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

Response: 

Capital costs associated with the utility putting gas into storage are diminished as 
custoiners migrate to competitive suppliers who as a result of the supply obligation 
become responsible for purchasing and storing that natural gas. Thus, the utility is 
relieved of that capital requirement, expenditure, arid ultimately the risk 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 which it 
is responsible, the greater the cost and thus the risk posed by potential disallowance 
should the procurement decisions be determined unreasonable or imprudent. Also, as 
customers migrate to competitive supply service several utilities have seen the wisdom in 
reducing or completely eliminating all of the risk associated with hindsight review of 
cormnodity expenditures, and have requested and been granted exemptions from such 
hindsight reviews in exchange for replacing traditional GCR commodity procurement and 
pricing with competitively procured cornmodity. Examples of this exist on the Vectren 
Energy Delivery of Ohio system, Dominion East Ohio system, Columbia Gas of Ohio 
system, and in Georgia, Atlanta Gas and Light. All have eliminated the regulatory risk 
associated with utility cost recovery mechanisms, and are no longer subject to 
Management and Performance Audits and corninodity liindsight audits. 
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PSC Case No. 20 10-001 46 
Columbia Gas of Kentucky, Inc. DR No. 01 1 

Respondent: Greg Collins 

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

R_F,SPONSE TO DATA RFQUEST OF AARP 

Request for Information 11 

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

Response: 

While interested parties may differ in their assessment of reasonableness, the standards 
promulgated by the Public Utilities Commission of Ohio pursuant to Ohio Administrative 
Code are exemplary in that they have proven to be effective in promoting consimer 
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 490 1 : 1-29 Minimum Standards for Competitive Retail Natural Gas Service. 
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PSC Case No. 2010-00146 
Columbia Gas of Kentucky, Inc. DR No. 012 

Respondent: Greg Collins 

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

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 12 

To the extent that the testimony filed on behalf of Intestate Gas Supply, Inc., Southstar 
Energy Services, LLC and Vectren Source includes calculations of savings that any of 
your businesses have provided to customers over the costs they would otherwise have 
paid under regulated utility gas services, please provide all workpapers of each such 
calculation or estimate, in executable spreadsheet form, with identification of all relevant 
source material. 

Response: 

No testimony thus far has included any calculations of savings. However, Interstate Gas 
Supply, Inc., Southstar Energy and Vectren Source reserve the right to address this issue 
and will supplement this response to the extent they offer testimony of same in rebuttal. 
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PSC Case No. 2010-00146 
AARP DR No. 0 1.3 

Respondent: Greg Collins 

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

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 13 

To the extent that the testimony filed on behalf of Intestate Gas Supply, Inc., Southstar 
Energy Services, LLC and Vectren Source asserts that terms arid conditions for retail gas 
choice in Kentucky are more oneroils 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) riot cost-based; (b) unjust; or (c) 
unreasonable. 

Response: 

No such assertions were made. 
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PSC Case No. 2010-00146 
AARP DR No. 014 

Respondent: Matthew Malone, Esq. as to L,egal Objection 

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

RESPONSE TO DATA REQUEST OF AARP 

Request for Information 14 

Is it the position of Intestate Gas Supply, Inc., Southstar Energy Services, LLC and/or 
Vectren Source that the supervision by the Kentucky Public Service Commission of the 
competitiveness of the retail supply market in Kentucky is: (a) within the jurisdiction of 
the Commission, and (b) provides a state action protection against application of anti- 
trust laws to that market? Please provide your reasoning and relevant citations to support 
your positions on these questions. 

Response: 

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