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Q.
Please state your name and business address.

A.
My name is Craig G. Goodman.  My business address is 3333 K Street, N.W., Suite 425, Washington, DC  20007.

Q.
What is your current employment?

A.
I am President of the National Energy Marketers Association ("NEMA").

Q.
Please describe your educational and employment background.

A.
I began my employment in the energy industry in 1978 as an Assistant Solicitor, Administrative and Judicial Litigation Division of the office of Special Counsel, United States Department of Energy ("DOE").  I was responsible for administrative and judicial litigation in cases involving natural gas, crude oil, and refined petroleum products.  In 1980 I became Vice President of Regulatory Affairs for Mitchell Energy Corporation.  In this capacity I was responsible for legal and regulatory matters in the areas of natural gas, pipeline, and utility regulation, cogeneration, environmental protection, and other regulatory areas concerning energy production, transportation, marketing, taxation, and electricity generation.  In 1987 I took an assignment as Senior Counsel and Director of Energy and Tax Policy for the Independent Petroleum Association.  Here I developed and presented legal, regulatory, and legislative positions on energy and tax issues affecting the nation's independent producers of natural gas and crude oil.  Later that year, I became Division Director and was soon promoted to Director of the Office of Energy Tax Policy for DOE, where I helped to develop and present the Administration's energy and tax policies affecting energy resources.  In 1989 I became Vice President off Governmental Affairs for Mitchell Energy Corporation, where I was responsible for the Company's position on state and federal regulation, legislation, and public policy.  In this role I worked on numerous key initiatives with Congress and the Administration on energy, tax, and related environmental policies.  In 1995 I became Senior Vice President for Law, Regulation and Public Policy for ERI, Incorporated.  This position involved working with Congress, federal agencies, state legislatures, and state regulatory commissions to develop policies, regulations and statutes to open new markets to retail energy competition.  In October 1997, I assumed my present position.

Q.
What are the responsibilities in your current position?

A.
As chief executive officer, I am responsible for all organizational, membership, and policy development functions for the association.  I also represent the association before numerous state public service commissions, the Federal Energy Regulatory Commission, and the Congress.

Q.
Please describe NEMA.

A.
NEMA is a national, non-profit trade association representing a regionally diverse cross-section of both wholesale and retail marketers of natural gas and electricity.  NEMA also represents producers, generators, transporters, and marketers of energy-related products, information, services and technology throughout the United States.  


Affiliated and independent marketers have come together under the NEMA auspices to forge consensus and to help eliminate as many issues as possible that would otherwise delay competition.  NEMA is committed to working with regulators and all the other stakeholders to devise fair and effective ways to implement the competitive restructuring of natural gas and electricity marketers.


NEMA is the first national trade association to represent electric and natural gas companies as competitive suppliers of energy and related services and technologies.

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony is to present NEMA's position on the guidelines that should govern transactions between a utility and its affiliates applicable to Michigan's electric and gas industries as a competitive market develops in response to the Commission's Order and Notice of Hearing initiating this case on March 8, 1999 (the "Order").  NEMA's position here also reflects the decisions by the Commission in its March 8, 1999 Opinion and Order in Case No. U-11290 et al. on these issues.

Q.
What is the scope of your testimony?

A.
My testimony is governed by and responds to the Commission's directives in these two March 8, 1999 orders.  In particular, I will address the previously-adopted guidelines and whether new requirements should be added.

Q.
Have you prepared any exhibits?

A.
Yes.  Exhibit CGG-1 is NEMA's Uniform Code of Conduct For Regulated And Unregulated Suppliers Of Energy And Related Services And Technologies (described in my testimony as the "UCC"). 

Q.
What general comments do you have on the existing guidelines?

A.
NEMA has reviewed the existing guidelines and believes they are an excellent starting point for the discussion of what policies should be adopted as we enter an increasingly competitive market.  NEMA has developed a proposed code, the UCC, that seeks to achieve "competitive neutrality" without advantaging or disadvantaging any market participant.  This proposed code builds upon the existing guidelines and provides further competitive safeguards.

Q.
Please describe Exhibit CGG-1.

A.
This exhibit is NEMA's UCC.  It was developed to facilitate the creation of a competitive energy market.

Q.
Please explain the basis for NEMA's recommendation of its UCC in Michigan.

A.
A code of conduct governing the relationship between an utility such as Consumers Energy or Detroit Edison and their affiliates is vital to mitigating the improper use of market power.  The code adopted by the Commission needs to balance the interests of the incumbents with new entrants, and open markets to competition.  NEMA's code can help the Commission achieve these objectives.

Q.
To what entities should such guidelines apply?

A.
The Commission's guidelines should apply in a competitively neutral way to regulated and unregulated market participants. 

Q.
How does the UCC compare to the existing codes of conduct regarding affiliate relationships?

A.
The UCC addresses a number of the points contained in the existing codes.  However, the UCC contains provisions which the other proposed codes do not address.  For example, NEMA's Code contains provisions regarding enforcement of the guidelines contained in such a code (¶¶ 10, 11, and 13).  I have compared Exhibit A as attached to the Order with the UCC on an item-by-item basis.  Provisions in the UCC that do not appear covered in the existing guidelines include the following points:

 - - Under no circumstances may a regulated entity sell, release or otherwise transfer assets, services or commodities, which have been included in regulated rates, at less than market value.


 - - Under no circumstances may the supplies of natural gas or electricity of an unregulated entity be subsidized by regulated rates.


 - - Any discount, rebate or fee waiver of utility service offered by a utility directly or indirectly to its unregulated affiliate or to a customer of its unregulated affiliate, including but not limited to transportation, transmission, generation, dispatch, redispatch, wheeling, balancing, meters, meter installation, storage, or standby or interruptible services or any other tariffed service offered to shippers, shall be simultaneously offered on a non-discriminatory basis to all non-affiliated marketers, suppliers and customers.  All such offerings should be made available upon request.


 - - In the event market information acquired though the provision of tariffed service related to on-system retail markets is made available by a utility to on - system suppliers, it will at the same time be made available to all competing suppliers, under the same terms and conditions.  Such information should be available on-line.


 - - A utility shall not speak on behalf of its unregulated affiliate or give the appearance that it is speaking on behalf of its unregulated affiliate.


 - - Marketing activities of non-regulated entities must not be subsidized by regulated rates. 


 - - Books and records of the utility shall be available, for good cause shown that these Guidelines have been violated, for review and audit by the Commission on a confidential basis.


 - - A utility may contract with its unregulated affiliates only if the services to be provided under the terms of that contract are consistent with the public interest.


 - - Procedures for implementing compliance with these rules must be neutral and swift, and the penalties for non-compliance should adequately discourage repeated violations.

Q.
What is the basis for your recommendation to include these in the Michigan guidelines?

A.
NEMA's experience is that such requirements are necessary to secure the development of a fully competitive energy market; accordingly, they need to be adopted in this state.  These additional provisions will inhibit the inappropriate use of market power, prevent misuse of affiliate relationships, and specifically enable enforcement.

Q.
Would you summarize your testimony?

A. 
I have submitted NEMA's code of conduct, have explained its justification, and submit that it will improve the existing guidelines governing retail competition.

Q.
Does this conclude your testimony?

A.
Yes.
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