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Al

Q2.

A2,

Q3.

A3,

Please state your full name and address.

My name is Vincent A. Parisi and my work address is 6100 Emerald Parkway, Dublin
Ohio, 43016.

Please provide your background and qualifications.

I am the General Counsel and Regulatory Affairs Officer for Interstate Gas Supply, Inc.
(“IGS Energy”™). 1 have been employed by IGS Energy since 2003, initially in the
capacity of General Counsel and Credit Officer and over time my position evolved into
its current role. In this capacity, I am responsible for several aspects of the business,
including all legal, regulatory, legislative and credit/risk activities. I have also been in
charge of compliance items over time, including review of marketing materials, call
center scripting and other messages provided by IGS Energy to the public. My role has
me either directly or in a supervisory capacity responsible for all such activities in all
areas where IGS Energy operates. Prior to being employed by IGS Energy, I was an
associate with Chester Willcox & Saxbe, LLP, and worked with many corporate clients
on various issues, including working with IGS Energy. | eamned my bachelors degree
from The Ohio State University in economics in 1997, and completed my law degree
graduating magna cum laude from Capital University Law School in 2000. I also
received my LLM from Capital University in business and tax in 2001.

On whose behalf are you testifying today?

Today 1 am testifying on behalf of Ohio Gas Marketers Group (“OGMG™), which
consists of, for purposes of this hearing, Constellation, Integrys Energy Services,
Interstate Gas Supply, Inc., Just Energy dba Commerce Energy, Southstar Energy

Services, LI.C, Vectren Retail, LLC, and Direct Energy, LLC.
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What is the purpose of your testimony?

I am presenting the views of the OGMG as to the narrow question presented by the
Commission in its entry of June 1, 2011 as to whether Columbia Gas of Ohio should
proceed to a Standard Choice Offer (“SCO”) type auction to procure natural gas for its
provider of last resort function commencing April 1, 2012 as called for in the
Commission’s Opinion and Order of October 7, 2009 in the above styled proceeding , or
revert back to a Standard Service Offer (“SS50™) type auction.

Please summarize the position of OGMG on the question of whether the
Commission should alter its previous plan to have Columbia move to an SCO
auction for the 2012 suppiy year.

Moving to an SCO has five distinct benefits and thus the Commission should not alter its
plan and continue with the SCO auction for 2012 and if needed beyond. First, the SCO
auction from a supplier’s perspective is more efficient and more attractive than an SSO.
Second is uniformity for when Columbia moves to the SCO then ail three utilities that
utilize auctions for procurement will be using the same auction model. Third, in an SCO
auction all the suppliers must be certified by the Commission and the Commission will
have some oversight of the suppliers, which is not the case for the SSO. Fourth, in an
SCO auction the customers who are defaulting to the SCO service will receive
information from the SCO supplier as well as the utility on the SCO and information
explaining the customers’ ability to shop, neither is the case with the SSO. Finally, the
SCO is more in line with the State Energy Policy as codified in Section 4929.02, Revised
Code.

Why do you believe that an SCO auction is more efficient?
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The immediate purpose of the auction is to procure a volume of natural gas which can be
made available to any customer who lacks a supplier of their own and defaults to the
bundled provider of last resort (POLR). It is important to realize that most of the volume
of gas in the system is not for POLR application. The POLR auction providers, for the
most part, are bringing large volumes of gas in for contract purposes, be it wholesale or
retail. Thus, from the suppliers’ prospective the question is whether it is more efficient to
serve a wholesale load through the SSO, or to simply integrate additional customers into
suppliers’ existing supply pools. From my ten years of experience I can say definitely,
the SCO model is administratively more consistent with the way suppliers conduct
business providing operational efficiency. Further, in the SCO model the supplier has the
opportunity to make Choice offers which may be more specific to the customer. Finally,
with the SCO because the supplier’s name and phone number appear on the bill, the
customer knows who their supplier is and vice versa, so an SCO supplier can answer
questions for customers about their supply, the process, the customers’ ability to shop,
other products being offered by the supplier and other questions asked. In an SSO, there
is no relationship between the supplier and the customers, so no ease of communication
can exist.  This provides for a more efficient customer experience as unlike the S5O
suppliers, SCO suppliers are required by the PUCO to have 800 numbers to call centers
that customers can use during operating hours. This simplifies the response cycle
between customers and suppliers.

Please explain the benefit of uniformity.

Today of the two major natural gas utilities that use an auction te procure natural gas

supplies for the POLR service, Dominion East Ohio and Vectren Energy Delivery of
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Ohio have successfully implemented SCO auctions. The experience with the SCO in
these utilities has been very favorable, and each has held several SCO auctions. Having
all the utilities use the same auction model improves the flow of information to the
public. The Call Center at the Commission does not have to have two scripts to describe
auctions, nor run through the task of trying to establish in which service area the caller is
located. Similarly, a supplier that wants to bid in an auction knows that the bidding rules
in each auction are similar, and the requirement to be a Competitive Retail Natural Gas
Supplier’s (“CRNGS”) is also part of the mix. This decreases the training time and
preparation time for participation in a bid. It also allows for best practices to be quickly
adopted among the utilities and suppliers. Consistency in the SCO auctions across the
state’s utilities that have auctions also shows a continued support of the state and PUCO
of developing competitive retail market competition.

What is the benefit of the Commission having CRNGS oversight of auction bid
winners?

Under the current rules in order to become an SCO supplier, the supplier must be
CRNGS certified. CRNGS certification consists of a biannual demonstration of
financial, managerial and technical proficiency. Similarly, the CRNGS have a duty to
report material changes — including deterioration of their financial position that occurs
between the biannual certificate renewals. In sharp contrast, the Commission has no
oversight over SSO suppliers. From the perspective of a winning bidder, who under the
current paradigm must supply up to 150% of the contract demand in the event of default
to back stop the other bid winning suppliers, the additional review and oversight by the

Commiission is viewed as a positive factor that reduces risk.
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Please explain the benefit to the customer of the information it receives from the
SCO and utility supplier.

Under the SSO the retail customer receives no information about its supply source, about
shopping, or about its other natural gas procurement options or that options even exist.
The changes involved in moving from the Gas Cost Recovery to the SSO Auction take
place with little to no customer education explaining the changes or the other options that
may be available to the customer. Inthe SCO, the customer will receive a letter from the
utility explaining where their supply is coming from and other helpful information. This
is followed by an introduction letter from the SCO supplier providing similar
information. Finally, on the bill each month the suppliers’ name and contact information
1s available if the customer has a question. All of this supports what I believe was the
intention of the General Assembly in the natural gas energy policy, including providing
the customer with cost effective and efficient access to information about customer
Choice natural gas services and goods as established in Section 4929.02(A)5), Revised
Code. The above system is very low cost and has worked well in Dominion East Ohio
and Vectren.

You mentioned the State Energy Policy, are there other aspects of the State Energy
Policy that favor the SCO over the SSO?

Yes, the SCO auctions are in substantial compliance and more closely promote the
policies set forth in Ohio Revised Code 4929.02 as compared to SSO auctions.
Residential consumers receive significant information as a result of SCO auctions
compared to little information provided in SSO auctions, including: the actual supply

source of the commodity; the existence of a competitive market; the availability of
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alternative suppliers; and the ability of someone other than the utility to provide natural
gas commodity.

In addition to better customer information, there is greater accountability of suppliers as
in an SCO the suppliers are subject the oversight by the Public Utilities Commission of
Ohio (“Commission™), where the Commission has no jurisdiction over wholesale SSO
suppliers.

In reading Section 4929.02, Revised Code | believe it is clear that the General Assembly
was seeking to resolve inequities and barriers that would prevent all customers from
having the ability to access the open market while retaining a safety net of bundled
service if a customers supply fails or the customer does not elect to shop. SCO auctions
better achieve this goal by subjecting all choice eligible commodity service to the same
tax treatment and allowing suppliers to organize their supply service in the same manner
whether they are supplying a customer under the Choice program or through the SCO
program. Finally,

SCO suppliers unlike their SSO counter parts, have to provide consumer contact
capabilities to customers

and as noted before send the customers informative letters. Under the format adapted by
East Ohio, Vectren Energy Delivery Ohio, and proposed by Columbia this includes
messages from both the utility as well as the winning supplier.

What is the relationship of the matter at bar with the State Natural Gas Energy
Policy?

The application at bar is brought pursuant to Section 4929.04, Revised Code. That

statutory provision creates the standard to be applied by the Commission when deciding
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if it is appropriate to exempt commodity sales service or ancillary services from other rate
provisions in the Revised Code. In this context, Section 4929.04, Revised Code, applies
to the Commission’s authority to replace a purchase gas adjustment mechanism with
another commodity provision. The Commission previously approved alternative rate
treatment to replace the gas cost recovery (“GCR™) mechanism with an auction process
for Columbia, Dominion East Ohio, and Vectren Energy Delivery of Ohio pursuant to its
authority in Section 4929.04, Revised Code.

Does Section 4929.04, Revised Code, provide the standards that need to be applied
in order for a utility to replace its GCR with an alternative plan?

Yes. In order for the Commission to approve a retail auction format, the Commission
must determine two things. The Commission must find that: (1) The natural gas
company is subject to effective competition with respect to the commodity sales service
or ancillary service or customers of the commodity sales service or ancillary service have
reasonably available alternatives and (2) that the natural gas company is “in substantial
compliance with the policy of this state specified in section 4929.02 of the Revised
Code.”

Are you familiar with Section 4929.02 Ohio Revised Code?

Yes.

Can you explain generally the purpose of Section 4929.02 Ohio Revised Code?

Yes. Section A, subsection 1 states “it is the policy of this state, throughout this state™ for
the State to support and promote the items listed in subsections 2 through 12 therein.
Section 4929.02 Ohio Revised Code sets forth the policy of the state of Ohio, as

announced and enacted by the General Assembly.
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Do retail auctions help to promote the policy of the state?

Yes. Retail competition for residential, commercial and industrial consumers in Ohio is
very vibrant. Competitive options from market participants further the policy of the state
to the greatest extent possible, more so than either wholesale or retail auctions. However,
as an interim step to full competition, between retail and wholesale auctions, retail
auctions more closely follow the tenets of 4929.02(A) 1 — 12, than do wholesale auctions.
The fact that retail auctions more closely follow the tenets of Section 4929.02, Revised
Code, is a benefit of the retail auctions over the wholesale auctions.

What does it mean to provide retail consumers with natural gas services “they elect
to meet their respective needs?” (Section 4929.02(A)(2), Revised Code)

Simply stated, in a retail market the consumer chooses which product best meets his or
her needs, compared to a regulated or wholesale market, where no choices are available
as there is typically only one provider and the consumer has to take what someone else
has dictated is available. One of the benefits of the retail auction over the wholesale
auction is that it puts additional information in the hands of consumers about the choices
available to meet their respective needs.

With all of this, is a retail auction “in substantial compliance” with the policy set
forth in Section 4929.02, Revised Code?

Yes, in fact as is evidenced by my testimony, in almost every subsection 2 through 12, in
each instance a retail auction further promotes and fosters the policy. From a legal
perspective one of the strongest and most important benefits of the retail auction is that it
1S in substantial compliance with the policy set forth in Section 4929.02, Revised Code.

As can be seen in my testimony, virtually every provision in Section 4929.02, Revised
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Code is about retail competition and providing information to consumers to make choices
about selecting a supplier to meet their needs. The retail auction provides significant
advantages over wholesale auctions to consumers through providing information,
creating awareness regarding the availability of competitive choices, and simply is closer
to advancing the policy of the state than a wholesale auction. A wholesale auction
provides none of those benefits to consumers and as such is much further away from
being in “substantial compliance™ with Ohio law. Since Section 4929.04, Revised Code
requires substantial compliance with the policy, the retail auction is the appropriate
auction to put in place.

Please summarize your advice to the Commission.

The Commission tasked the participants in this proceeding to address whether the SCO
auction was more beneficial than the SSO auction. As I noted in my previous responses,
the SCO auction is more attractive to the bid suppliers because it fits closely in with the
way suppliers are organized to provide natural gas to retail customers. Further, it allows
efficient transfer of information c¢oncerning the sale of natural gas on the retail level.
That is a benefit for both the shopper and the supplier. If the Commission does not
amend its prior order in this proceeding, then all three utilities using auctions will have
the same auction model. That is an attractive feature for those that bid in the auctions as
well as for the Commission, the Consumers Counsel and others who advise customers.
Finally, the Commission is supposed to consider the State Natural Gas Policy when
crafting its rules and orders. The SCO is much more int line with the policy than the S8O,

eliminates a tax inequity between default service and competitive service, and it is based



on utilizing the market to bring the benefits of diverse supply, numerous suppliers, and
the other benefits of the free market to retail customers door step.
Q19. Does that complete your testimony?

Al9. Yes.
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