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1. Q.  Please state your name and business address. 1 

 A.  My name is Patrick Donlon and my business address is 180 East Broad 2 

Street, Columbus, Ohio 43215. 3 

 4 

2. Q.  By whom and in what capacity are you employed? 5 

 A.  I am employed by The Public Utilities Commission of Ohio as Rates 6 

Division Administrator in the Utilities Department.   7 

 8 

3. Q.  How long have you been in your present position? 9 

 A.  I assumed my present position in August, 2012.   10 

 11 

4. Q.  What are your responsibilities in your current position? 12 

 A.  In my current position, I am responsible for managing several Staff 13 

members and actively participating in investigations of assigned phases of 14 

rate case applications and other financial audits of public utility companies 15 

subject to the jurisdiction of the PUCO.   16 

 17 

5. Q.  Will you describe briefly your educational and business background? 18 

 A.  I received a Bachelor of Science degree in Accounting with a minor in 19 

Economics Management from Ohio Wesleyan University in 2000.  In 2010, 20 

I earned a Master of Business Administration degree from Franklin 21 

University.   22 
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  From January, 2001 to July, 2001 I worked as Director of Accounts 23 

Payable for Joshua Homes.  In July, 2001, I joined American Electric 24 

Power (AEP) as an Accountant in the Generation Accounting Department.  25 

In this role I was responsible for general ledger accounting, which included 26 

preparation of the income statement and balance sheets of the generation 27 

portion of AEP subsidiaries, accounting for all the sales, purchases and 28 

usage of EPA Emission allowances, as well as the accounting and billing of 29 

POLR subsidiaries in the ERCOT market.  I was also extensively involved 30 

in the creation and implementation of a new computer system to track 31 

emissions.  I was involved with the creation of invoices used for divesting 32 

AEP’s generation units within the ERCOT market.  I spent nine months as 33 

an Hourly Energy Trader for AEP focusing in the Southwestern Power Pool 34 

(SPP) market.  I was responsible for optimizing energy cost for AEP within 35 

the SPP market and ensuring that AEP was able to fulfill its load 36 

requirements hourly.   37 

    From July, 2006 through January, 2008, I worked for Time Warner 38 

Cable (TWC) as a Financial Analyst.   39 

   In 2008, I rejoined AEP as a Fuel, Emissions and Logistics (FEL) 40 

Coordinator.  In this role, I was responsible for Coal Forecasting, analysis 41 

of fuel inventories, emission tracking, quality and generation performance 42 

as well as other ad hoc analysis.  I was also the FEL coordinator for all IT 43 

projects evolving the coal forecasting system.  In 2010, I accepted a 44 
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position within the Commercial Operations division of AEP.  In this new 45 

role, my main responsibility was developing dispatch cost for AEP’s 46 

generation fleet, calculating daily estimated off-system sales revenue, 47 

tracking market conditions and assisting in optimization of the generation 48 

fleet.  I also served as AEP’s representative on PJM’s Cost Development 49 

Subcommittee.   50 

 51 

6. Q.  Have you provided testimony before the Public Utility Commission of 52 

Ohio? 53 

 A.  Yes, I  provided testimony in the following cases: Dayton Power and Light, 54 

Case No. 12-426-EL-SSO, and Duke, Case Nos. 12-1682-EL-AIR and 12-55 

1685-GA-AIR. 56 

 57 

7. Q.  What is the purpose of your testimony in this proceeding? 58 

 A. The purpose of my testimony in this proceeding is to support Staff’s audit 59 

report specifically the section concerning the Request for Proposal (RFP) 60 

process.   61 

 62 

8. Q. What is Staff’s recommendation concerning the RFP process per the Staff 63 

Report? 64 

 A.  Staff recommends that the Commission find that the RFP process did not 65 

lead to competitive bids as required by the Stipulation and as ordered by the 66 
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Commission in Case No. 10-209-GA-GCR, et al. Therefore, Staff 67 

recommends that the Commission reject the results of the RFP process and 68 

order the Companies to start a new RFP process that includes input of Staff, 69 

OCC and the Companies’ technical and operational staff.  Staff 70 

recommends that the bidder that was selected by the Companies be 71 

rejected.   72 

   Staff also recommends that the Commission reject any RFP and bid 73 

selection that the companies may initiate prior to the incorporation of Staff 74 

and OCC input, starting as soon as March 2013.   75 

 76 

 9.  Q.  What is the purpose of a RFP? 77 

 A.  The purpose of an RFP is to make a solicitation to potential suppliers, 78 

through a bidding process, to submit proposals to provide a commodity, 79 

service or valuable asset.  It brings structure to the procurement process and 80 

is meant to allow the risks and benefits to be identified up front in a 81 

competitive market.   82 

 83 

10. Q.  What qualities create an effective RFP? 84 

 A.  An effective RFP should have the following basic standards: 85 

 The RFP must be clear and concise.  This is essential to ensure that 86 

venders understand what they are bidding on, and the bids accurately 87 
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reflect the needs of the solicitor.  Good RFPs have an executive 88 

summary to quickly and accurately summarize the solicitation. 89 

 The RFP should provide background information on the company.   90 

 For an RFP that is soliciting services for procurement needs to include 91 

historical data and any changes that may alter the historical procurement 92 

trends.  If applicable, the RFP should provide at least three years of 93 

historical data. 94 

 The RFP should have a timeline and instructions for submitting the bids.  95 

The timeline needs to provide vendors with adequate time to review and 96 

respond to the solicitation. 97 

 The RFP should explain the selection process.   98 

 99 

11.  Q.  Did the Companies’ RFP sent on October 1, 2012 have a majority of the 100 

qualities of an effective RFP? 101 

 A. No. 102 

 103 

12. Q. Was the Companies’ RFP clear and concise? 104 

 A.  No. The Companies’ RFP was neither clear nor concise.  The RFP did not 105 

clearly define the full extent of the desired services.  One example of this is 106 

that the RFP’s introduction states that the Companies are “seeking bids 107 

from qualified agents to arrange for supply of all or part of the full natural 108 

gas requirements of the LDCs for the bid period”.  However, it later states 109 
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“ServiceCo requests bids for agency services to arrange for ServiceCo’s 110 

purchase of full requirements gas supply and for providing balancing 111 

services (as described in Schedule 1 to Attachment A) to each LDC’s city-112 

gate(s).”  These statements seem to contradict each other as one states that a 113 

vendor could bid for part of the gas requirement while later the document 114 

states it is required to bid on the full amount.  The RFP does not include an 115 

executive summary for the vendors.  An executive summary allows for a 116 

quick review of the solicitation to determine if the vendors would like to do 117 

an in depth analysis of the RFP.   118 

 119 

13. Q. Did the RFP provide background information on the Companies? 120 

 A. No, the RFP did not provide any background information regarding the 121 

Companies, how they operate or how they have operated in the past.  122 

 123 

14. Q. Why is the company background important in the RFP process? 124 

 A. The company background provides vendors with a basic understanding of 125 

the companies.  Information about the size and structure, as well as how the 126 

Companies operate helps the vendors provide a more accurate bid.  127 

 128 

15. Q. Did the Companies’ RFP provide adequate historical data? 129 

 A. No. While the Companies did provide in the initial RFP, the “Combined 130 

Purchases for LDC’s last 12 months”, this is not an adequate amount of 131 
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historical data for a marketer to make an accurate bid.  Gas usage is heavily 132 

dependent on weather patterns for residential usage.  The Companies have 133 

been in operation for decades, so providing at least three years of historical 134 

usage should not have been a problem.  It would have allowed vendors to 135 

examine this data in order to assess the Companies gas purchasing needs 136 

more accurately.   137 

 138 

16. Q. Did the Companies’ RFP provide a reasonable timeline to submit an 139 

adequate bid? 140 

 A. No. The RFP was sent on October 1, 2012 at 10:07 a.m. in the form of an 141 

email to fifteen marketers.  The schedule required the marketers, if 142 

interested, to complete and submit by October 3, 2012, the six page 143 

attachment to be considered a qualified bidder.  The attachment was needed 144 

for a vendor to be considered a “qualified bidder” and have access to the 145 

data room where additional data was available and questions could be 146 

asked.  A three day response time is not a reasonable amount of time for 147 

vendors to sign and return a legal document stating their interest in 148 

participating in the RFP process. 149 

 150 

17. Q. Was there an additional timeline that provided issues for potential vendors? 151 

 A. Yes. The original RFP stated that the submitted bids would be opened on 152 

October 25, 2012 and then reviewed by the LDC to select the successful 153 
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bidder.  The successful bidder would then be required to deliver gas by 154 

November 1, 2012.  This would provide at most four business days for the 155 

successful bidder to perform all the necessary steps to deliver gas.  This 156 

would include procuring the gas, working with the Companies to take 157 

control of the contracts already in place and various other administrative 158 

tasks.  Four business days to procure all of the gas needs of the Companies, 159 

created a large deterrent for vendors to jump bother getting pre-qualified.  160 

 161 

18. Q. Was the initial submission date and gas delivery date changed to 162 

accommodate vendors? 163 

 A.  Yes.  Gas Natural Service Company extended the date for submitted bids to 164 

November 9, 2012 and the gas delivery date to December 1, 2012. 165 

 166 

19. Q. Was this extension granted after the three day prequalification timeframe 167 

had passed? 168 

 A. Yes.  169 

 170 

20. Q.  Why is the three day response to be considered pre-qualified not a 171 

reasonable timeline?  172 

 A. Most vendors will need time to evaluate the potential profit margin of the 173 

services requested in the RFP prior to determining if they are interested in 174 

submitting a bid. Few companies would have the ability to provide even a 175 
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cursory evaluation of the potential profit margin in three days.  176 

Additionally, to provide a signed legal document back to the Companies, 177 

the vendor would need to not only determine if they were interested in 178 

determining the services but would also need to have their legal advisors 179 

review the document prior to the document being signed and submitted.  180 

 181 

21. Q. How did the timeframe between winning the bid and delivery date add to 182 

the unreasonable timeline?  183 

 A. Due to at best a four business day turnaround to deliver the gas, and  the 184 

three day pre-qualification cursory evaluations show that the RFP is 185 

unachievable and there is no need to even bother with the pre-qualification.   186 

 187 

22. Q. Is Company witness Whelan’s explanation of the timeline for bidders to 188 

submit their bids misleading? 189 

 A.  Yes.  Company witness Whelan ignores the pre-qualification timeline of 190 

three days.  This arbitrary and unnecessarily short timeframe instantly 191 

reduced the vendor pool by two-thirds of the initial vendors.   192 

 193 

23. Q. Did the RFP provide an explanation of the selection process? 194 

 A. Yes. 195 

 196 

24. Q. Was the selection process clear? 197 



11 
 

 A.  No.  The RFP was not clear; the document had many ambiguous statements 198 

and was not intuitive to the readers of what the solicitor was requesting.   199 

 200 

25 Q. Based on the criteria of an effective RFP process, was the RFP the 201 

Companies issued an effective RFP? 202 

 A. No. 203 

 204 

26. Q. Of the fifteen marketers issued the RFP, how many marketers responded 205 

with a proposal? 206 

 A.  One. 207 

 208 

27. Q. Who was the lone bidder? 209 

 A. John D. Oil & Gas Marketing (JDOG), a related company that during the 210 

audit period was owned by Richard Osborne, CEO and President of Gas 211 

Natural, Inc., the parent of the Companies.  After the audit period, JDOG 212 

was purchased by Gas Natural, Inc.  JDOG was the marketing firm 213 

purchasing gas for the Companies prior to the RFP process.  Per the RFP 214 

Attachment A, Schedule 1, Local Production, “the successful bidder must 215 

account for such supplies John D will continue to manage under 64 base 216 

contracts covering 218 receipt points in 7 separate market areas.”  This 217 

clause in the RFP process creates a distinct advantage to JDOG in this 218 

process. 219 
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 220 

28.  Q. Has Staff had concerns with the dealings between the Companies and 221 

JDOG in the past? 222 

 A. Yes.  In Case No. 10-209-GA-GCR, Staff raised multiple concerns 223 

regarding JDOG and what appeared to be unusual dealings, including but 224 

not limited to a 15 year gas sales agreement, unsigned contracts and JDOG 225 

using Orwell’s name and creditworthiness.   226 

 227 

29.  Q. Were these concerns addressed in the stipulation filed on August 18, 2011 228 

and signed in the Opinion and Order on October 26, 2011? 229 

 A. Yes.  The stipulation stated that the Companies will not permit the available 230 

lines of credit to be employed to acquire natural gas for nonutility related 231 

companies and that an RFP process would be implemented with the 232 

coordinated effort among the Companies, Staff and OCC.   233 

 234 

30. Q. Was Staff and OCC given an opportunity to provide comments on the 235 

Companies’ RFP? 236 

 A. Yes, however, Staff’s comments were not implemented into the final RFP.  237 

 238 

31. Q. Did the draft proposal of the RFP provided to Staff have the three day 239 

turnaround for the qualified bidders included? 240 
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 A. No. The draft provided to Staff in April 2012, contained the section on 241 

qualified bidders, however, the date was listed as “[Date A]”.  Staff did not 242 

know the Companies were going to impose such a short timeframe for 243 

submitting the qualified bidder legal document.  244 

 245 

32. Q. Were there changes Staff recommended to the draft RFP that were not 246 

implemented in the final version? 247 

 A. Yes. Roger Sarver representing Staff provided Andrew Sonderman, the 248 

attorney representing the Companies at the time, concerns about 249 

Attachment A, Schedule 1, Local Production.  Through email 250 

correspondence (Attachment 1), Mr. Sarver voices Staff’s concerns that the 251 

inclusion of the section limits bidders strategic approach and limits them 252 

with contracts held by JDOG.   253 

 254 

33. Q. Was Attachment A, Schedule 1: Local Production altered to not limit 255 

bidders’ strategic approach by contracts that were held by JDOG? 256 

 A. No.   257 

 258 

34. Q. Does Staff believe the issues stated above created an atmosphere where 259 

JDOG would be the only bidder? 260 

 A. Yes.  By creating initial hurdles (such as the 3 day turnaround time for the 261 

pre-qualification information and truncated timeframe between winning the 262 
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bid and actual delivery), the Companies reduced the interest level of many 263 

of the marketers.  Additionally, by limiting the procurement strategies to 264 

include local production contracts by JDOG, the Companies created an 265 

advantageous market for their own related party.  This is evident with 266 

JDOG being the only vendor to submit a bid. 267 

 268 

35. Q. Does Staff believe this is an example of the Companies management 269 

putting related/affiliated parties ahead of the needs of their customers? 270 

 A.  Yes. Staff warned the Companies in June, 2012, that the Companies’ RFP 271 

was heavily favored to their own related/related party and would result in 272 

limited interest from vendors.  The Companies ignored Staff’s 273 

recommendation and the RFP resulted in JDOG, their related marketer, 274 

being the only vendor to submit a bid.   275 

 276 

36. Q. Does this conclude your testimony? 277 

 A.  Yes. 278 
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