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Q. Please state your name and business address. 1 

A. My name is Dennis L. Anderson, and my business address is 527 East Capitol 2 

Avenue, Springfield, Illinois 62701. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Illinois Commerce Commission (“Commission”) as a 5 

Senior Energy Engineer in the Gas Section of the Engineering Department of the 6 

Energy Division. 7 

Q. Please state your educational background and work experience. 8 

A. I received a Bachelor of Science degree in Civil Engineering from Iowa State 9 

University in 1967. In 1979 I received a Master of Business Administration 10 

degree from Illinois State University. I am a registered Professional Engineer in 11 

the State of Illinois.  12 

After receiving my engineering degree, I was employed by Illinois Power 13 

Company in 1967.  I worked for Illinois Power Company a total of 33 years in 14 

various engineering, operating, supervisory, and managerial capacities, primarily 15 

related to the design, construction, and operation of natural gas distribution, 16 

transmission, underground storage, and peak shaving plants. I retired from 17 

Illinois Power Company in April of 2000, and joined the Commission in July of 18 

2000. 19 
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Q. What are your primary responsibilities and duties as a Senior Energy Engineer in 20 

the Gas Section of the Energy Division's Engineering Department? 21 

A. My primary responsibilities and duties are in the performance of studies and 22 

analyses dealing with day-to-day, and long-term, operations and planning for the 23 

gas utilities serving Illinois. For example, I review purchased gas adjustment 24 

clause (“PGA”) reconciliations, rate base additions, levels of natural gas used for 25 

working capital, and utility applications for Certificates of Public Convenience and 26 

Necessity. I also perform gas meter audits. 27 

Q. What is the purpose of these proceedings? 28 

A. On March 9, 2007, The Peoples Gas Light and Coke Company (“Peoples Gas” 29 

or “Company”) and North Shore Gas Company (‘North Shore”) (collectively, 30 

“Companies”) each filed a general Rate Case with the Illinois Commerce 31 

Commission.   32 

Q. What is your assignment in this proceeding? 33 

A. My assignment is to review the recoverable and non-recoverable base and 34 

maintenance gas requirements of Peoples Gas’ Manlove Storage Field and how 35 

those gas requirements relate to providing Hub services.  In addition, I review 36 

what rate base assets and Purchase Gas Adjustment (“PGA”) assets are used to 37 

provide Hub services.   38 

Q. What material did you review to prepare your testimony? 39 
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A. I reviewed the direct testimony of Peoples Gas’ witness Thomas L. Puracchio 40 

and I also reviewed the Company’s responses to numerous Commission Staff 41 

(“Staff”) and Intervenor data requests. 42 

Q. What are your recommendations and conclusions?     43 

A.  I make the following recommendations and conclusions: 44 

 1) I determined that Peoples Gas’ expansion of its Manlove Storage Field by 45 

10.2 Bcf of working gas to provide Hub services required the addition of 46 

both recoverable and non-recoverable base gas.  However, the Company 47 

has not allocated the base gas necessary to support the 10.2 Bcf of Hub 48 

working inventory at Manlove field to Hub services.  In its rebuttal 49 

testimony, Peoples Gas needs to address why it has not allocated any 50 

base gas to the Hub.  51 

 2) Peoples Gas has not demonstrated that it charges the Hub its appropriate 52 

maintenance gas allocation as required by the Commission’s Order in 53 

Docket No. 01-0707.  Maintenance gas represents the percentage of 54 

working inventory injections into Manlove that migrates to become non-55 

recoverable gas.  The Company needs to demonstrate in its rebuttal 56 

testimony that the Hub is bearing its proper share of maintenance gas 57 

costs. 58 

 3) Since the Hub is being allocated peak day capacity in addition to working 59 

inventory at Manlove, I have concluded that the entities that make use of 60 
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the Hub services should bear their share of costs for the system assets 61 

needed to provide these services.  My review showed that the system 62 

assets needed to support Hub operations are the Manlove storage 63 

complex, the pipeline transmission system, and PGA assets which include 64 

system gas supply, pipeline transportation capacity and leased storage 65 

services.  In its rebuttal testimony, Peoples Gas needs to address if and 66 

how it assigns the costs associated with system and PGA assets to the 67 

Hub and the Company’s basis for those values.  Further, if it disputes that 68 

certain system or PGA assets are used to support Hub operations, a full 69 

explanation should be provided.  70 

 4) Since the Hub appears not to be bearing its share of the cost of the assets 71 

needed to support Hub services, I am concerned that ratepayers may be 72 

subsidizing Hub operations.  Staff witness Rearden, in ICC Staff Exhibit 73 

12.0, provides an analyses that compares the revenue generated by the 74 

Hub versus the incremental cost of the assets needed to provide Hub 75 

services.  Staff witness Rearden concludes that Peoples Gas was 76 

imprudent to start the Hub and that the Hub has resulted in net increased 77 

costs to ratepayers.  In its rebuttal testimony, Peoples Gas needs to 78 

demonstrate that the operation of the Hub is not being subsidized by 79 

ratepayers and that its operation is in the best interests of ratepayers from 80 

an economic standpoint as well as for any intangible reasons.  81 
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 5) In this proceeding, Peoples Gas has requested capitalization of an 82 

additional 7.88 MMDth of injections as cushion or base gas into Manlove 83 

Field, at a cost of $39,019,000.  My analysis of Peoples Gas’ expansion of 84 

Manlove field to support Hub services discloses that the Company has 85 

failed to inject or allocate to the Hub the base gas required to support the 86 

working inventory that is dedicated to Hub services.  While Peoples Gas 87 

has failed to date to provide information or studies that would allow me to 88 

determine in any detail how this has been accomplished, it is clear that 89 

Illinois jurisdictional customers are supporting the base gas utilized to 90 

support Hub operations since no base gas has been injected for or 91 

allocated to Hub services.  As a result, ratepayers are already bearing the 92 

cost of base gas that is supporting Hub services, and it would be 93 

inappropriate to increase recoverable base gas and exacerbate the 94 

subsidization of non-jurisdictional activities by Illinois ratepayers.  Thus, I 95 

recommend that the Commission not allow this cushion gas capitalization 96 

unless Peoples Gas can demonstrate that this additional gas should not 97 

be allocated to Hub services in support of the Hub’s assigned working 98 

inventory.  99 

The Expansion of the Manlove Storage Field for Hub Services 100 

Q. What is a Hub? 101 
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A. Simply stated, the Hub is the name given to describe supply services provided by 102 

Peoples Gas to various third parties under rates not approved by the 103 

Commission by using its gas system assets.  The Hub is a market or supply area 104 

pooling/delivery point where gas supply transactions occur that facilitate the 105 

movement of gas between interstate pipelines. To perform Hub services, 106 

Peoples Gas uses the Manlove storage complex, its pipeline transmission 107 

system, and PGA recoverable assets, which include system supply gas, pipeline 108 

transportation capacity, and leased storage services. 109 

Q. How was Peoples Gas able to provide Hub services? 110 

A. Peoples Gas indicated (Thomas L. Puracchio Rebuttal Testimony 01-0707, 111 

pages 7 and 8) that it was able to provide Hub services by expanding the working 112 

inventory of its Manlove storage field from 27 Bcf to 35 Bcf.  In other words, the 113 

Hub had 8 Bcf of working inventory allocated to it at Manlove.  According to the 114 

Response to Staff Data Request ENG 2.10, the 2006 working inventory at 115 

Manlove that Peoples Gas used to provide Hub services has increased to 116 

approximately 10.2 Bcf. 117 

Q. What are the gas system assets used by Peoples Gas to provide Hub services? 118 

A. Peoples Gas uses the Manlove storage complex, which includes the storage field 119 

and Liquefied Natural Gas (“LNG”) plant, its pipeline transmission system, and its 120 

PGA assets to provide Hub services.  PGA assets (assets whose costs are 121 



Docket Nos. 07-0241/07-0242 
(Consolidated) 

ICC Staff Exhibit 10.0 
 

7 

recoverable through the PGA) include system supply gas, interstate pipeline 122 

transportation capacity, and leased storage services.   123 

Q. Please define the term Hub services. 124 

A. Hub services are those services performed by Peoples Gas that are provided 125 

under tariffs or other documents that are not filed with the Commission.  In 126 

response to Staff Data Request ENG 2.06, the Company states “Peoples Gas 127 

provides FERC-jurisdictional storage, parking and lending and exchange services 128 

pursuant to its Operating Statement on file with FERC and pursuant to blanket 129 

certificate authority.”  I consider all of the FERC jurisdictional services as Hub 130 

services.  131 

Q.  When did Peoples Gas start providing Hub services?      132 

A. In its response to Staff Data Request ENG 2.05, the Company indicates 133 

inventory in Manlove was first allocated for Hub services in 1999.  134 

Q. Has Peoples Gas conducted any business case, studies, calculations or 135 

analyses to support it decision to expand Manlove to perform Hub storage 136 

services?   137 

A. No.  In response to Staff Data Request ENG. 2.14, the Company stated it does 138 

not have a written business case supporting these storage services.  In addition, 139 

in Docket No. 01-0707, Staff requested the same information as was requested 140 

in Staff data request ENG 2.14 in this proceeding, and was told by the Company 141 
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that no studies were performed.  (See Docket No. 01-0707, ICC Staff Exhibit 2.0, 142 

p. 45, lines 892-897) 143 

Q. How are Hub revenues treated by the Company?  144 

A. Peoples Gas retained all Hub revenues at the time it initially started providing 145 

Hub services in 1999.  This treatment continued until the PGA settlement and 146 

Order in Docket No. 01-0707, the 2001 Peoples Gas PGA proceeding (“01-0707 147 

PGA Case”), which required that all Hub revenue flow through the PGA as a 148 

credit to ratepayers since Peoples Gas needed and used PGA recoverable 149 

assets in order to provide Hub services.  (Docket No. 01-0707, Order dated 150 

March 28, 2006, pp. 102 to 104)  The Commission Order in the 01-0707 PGA 151 

Case determined that the Hub services are provided through use of People Gas’ 152 

PGA supply assets -- such as its gas supply portfolio, leased storage services, 153 

and interstate pipeline transportation capacity -- as well as certain rate base 154 

assets – namely, the Manlove storage facility (storage field and LNG) and the 155 

pipeline transmission system.  (Id., pp. 75-94) 156 

Q. Why is Staff concerned about People Gas’ expansion of Manlove to provide Hub 157 

services?   158 

A. The expansion of Manlove to provide Hub services resulted in the use of PGA 159 

assets and existing rate-base assets to provide services at rates not established 160 

by the Commission.  As Staff witness Dr. Rearden explains in his testimony (ICC 161 

Staff Exhibit 12.0), when the cost that Peoples Gas incurs to offer Hub services 162 
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are considered, Hub services are not producing sufficient revenues to cover 163 

costs resulting in the improper subsidization of Hub services by ratepayers. 164 

Q. What are your specific concerns regarding the use of rate-base assets to support 165 

Hub operations? 166 

A. I have two concerns.  First, when Peoples Gas began offering Hub services, it 167 

did so by expanding the working inventory of the Manlove storage field, but it 168 

failed to inject recoverable and non-recoverable base gas to specifically support 169 

the Hub’s working inventory.  My concern is that a significant amount of 170 

additional base gas will be needed to support the working inventory of the Hub in 171 

the future to maintain the operations of Manlove and ratepayers will bear this 172 

cost.     173 

 Second, Peoples Gas has not demonstrated that the Hub is being allocated its 174 

fair share of (1) maintenance gas injections or (2) costs of rate-base and PGA 175 

assets needed to support its operation.  My concern is that ratepayers are 176 

subsidizing the operation of the Hub since maintenance gas costs and the costs 177 

of rate-base and PGA assets are not being borne directly by the Hub and the 178 

total cost of using these assets may exceed the revenues being credited by the 179 

Hub through the PGA. 180 
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Aquifer Storage Operation 181 

Q. Please briefly describe how natural gas is stored in an aquifer storage field such 182 

as Manlove. 183 

A. An aquifer storage field is a water-bearing porous geologic structure.  Under 184 

certain conditions, it is possible to convert this porous geologic structure to store 185 

natural gas.  A necessary condition for this conversion is for the aquifer geologic 186 

structure to have the form of a dome.  Using the example of an upside-down 187 

bowl, the top of the bowl is covered with an impermeable rock formation capable 188 

of preventing the upward migration of natural gas.  Under this impermeable rock 189 

is porous, water-filled rock.  Natural gas is injected into the pore space of this 190 

porous rock displacing the water.  The displaced water forms the seal on the 191 

bottom of the injected natural gas to contain it from below.  The area storing the 192 

natural gas is referred to as the reservoir.   193 

Q. Please define the terms “top” or “working” gas, “recoverable base” gas and “non-194 

recoverable base” gas in reference to aquifer storage fields. 195 

A. Natural gas is classified into three basic components in a storage reservoir:  (1) 196 

top or working, (2) recoverable base and (3) non-recoverable base.  Top or 197 

working gas is the natural gas that is anticipated to be used or cycled in the 198 

normal operation of the reservoir during the injection/withdrawal season. 199 
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 Recoverable base is the natural gas that is not normally cycled but is in the 200 

reservoir to provide the pressure required to cycle the top or working natural gas.  201 

Recoverable base can be removed from the reservoir at abandonment, but 202 

represents a non-depreciating capital asset during the period of operation. 203 

 Non-recoverable base is the natural gas that is trapped in the reservoir and 204 

cannot be recovered from the reservoir at abandonment, but is necessary to 205 

support the required top or working natural gas.  Natural gas classified as non-206 

recoverable base gas is capitalized and depreciated over the life of the field.  207 

Recoverable and non-recoverable base gas is also referred to as cushion gas. 208 

Q. Do aquifer fields such as Peoples Gas’ Manlove field require recoverable and 209 

non-recoverable base gas to support the operation of the working inventory? 210 

A. Yes.  Manlove requires recoverable and non-recoverable base gas to support the 211 

operation of its working inventory.  Peoples Gas has injected recoverable and 212 

non-recoverable base gas volumes to Manlove since its original development.  213 

Q. When the Manlove field working inventory was expanded to support Hub 214 

services, did the expanded working inventory need recoverable and non-215 

recoverable base gas to operate?  216 

A. Yes.  When the working inventory of an aquifer field such as Manlove is 217 

expanded, additional recoverable and non-recoverable base gas is needed to 218 

support the operation of the expanded inventory.  219 
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Q. Does the Company’s testimony discuss the need for additional recoverable and 220 

non-recoverable base for the reservoir expansion? 221 

A. Yes.  Attached to the Direct Testimony of Company witness Thomas L. 222 

Puracchio is a report dated February 3, 2003 from Charles R. Connaughton P.E. 223 

PhD of Smedvig Technologies, Inc., entitled “Manlove Field Trapped Gas Report” 224 

(“February 3, 2003 Report”), which states:  225 

The current field inventory was 161 Bscf at the end of 2002 226 
injections.  This is an increase of 20 Bscf over 1990.  The 227 
decline point in the deliverability has increased from 19 Bscf 228 
to 27 Bscf.  Seasonal withdrawal volumes have increased 229 
from 30 Bscf to 38 Bscf.  The history is complex during this 230 
period and the changes have not been constant over time.  231 
However, the 8 Bscf changes in withdrawal volumes and in 232 
the deliverability decline point associated with the 20 Bscf of 233 
increased inventory clearly show that the increase in these 234 
performance parameters are less than half the inventory 235 
growth.   236 

The above observations are consistent with past estimates 237 
that 56 % of gas that moves into virgin aquifer pore space is 238 
trapped or lost.  Some growth will occur in pore volumes 239 
already containing gas, and a much smaller fraction of that 240 
gas will be lost.  However, most continued growth will invade 241 
virgin aquifer with lost gas on the order of 50 %.  (Peoples 242 
Gas Ex. TLP-1.1, p. 30) 243 

Q. Please explain the statement quoted from the February 3, 2003 Report above? 244 

A. When the Company expanded the working inventory in Manlove by 8 Bcf (later 245 

increased to 10.2 Bcf) to provide Hub services, this expansion was accomplished 246 

by placing more gas into the reservoir.  However, this additional gas also meant 247 

the reservoir itself was expanding into new areas of the aquifer referred to in the 248 



Docket Nos. 07-0241/07-0242 
(Consolidated) 

ICC Staff Exhibit 10.0 
 

13 

February 3, 2003 Report as virgin aquifer.  Virgin aquifer contains only water, 249 

which means there was no gas in this area of the aquifer.  Therefore, when 250 

Peoples Gas increased the total volume of gas in the Manlove reservoir to 251 

provide Hub services, this additional gas caused gas to enter into virgin areas of 252 

the aquifer.     253 

 The Company’s reservoir consultant states that expanding the inventory in 254 

Manlove will result in gas entering virgin areas of the aquifer and result in a 56% 255 

loss of the injected gas volume.  In other words, as Peoples Gas places more 256 

gas into the field, a significant portion of that additional gas becomes trapped in 257 

the reservoir.  This trapped gas is either recoverable or non-recoverable base 258 

gas that is required by the aquifer to support the desired level of top or working 259 

natural gas. 260 

 The February 3, 2003 Report indicates that expansion results in some growth in 261 

pore volumes already containing gas, and a much smaller fraction of any 262 

additional gas entering those areas will be lost.  This simply means a lower 263 

amount of gas will be lost as a result of increasing the saturation/concentration of 264 

gas in the existing non-virgin areas of the reservoir.  However, most growth will 265 

take place in virgin areas of the aquifer resulting in the loss of approximately 50% 266 

of all new gas injected into Manlove.  (Peoples Gas Ex. TLP-1.1, p. 30)  These 267 

statements are consistent with and support my position that the expansion of 268 

Manlove to provide Hub services required additional recoverable and non-269 

recoverable base gas to be specifically allocated to Hub operations.  270 
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Q. What actually occurred when the Company expanded the Manlove aquifer to 271 

provide Hub services? 272 

A. I contend, consistent with the February 3, 2003 Report, that when the Hub 273 

service was initiated and  the working inventory at Manlove was expanded by 8 274 

Bcf, this additional gas caused the Manlove aquifer to expand and resulted in the 275 

loss of some of the expanded working inventory gas injections to recoverable 276 

and non-recoverable base gas.  Further, while this report indicates that the 277 

additional base gas that Peoples Gas had injected since 1990 through 2002 278 

supported an 8 Bcf increase in working inventory withdrawals, Peoples Gas has 279 

still failed to allocate any recoverable or non-recoverable base gas to the Hub.  280 

Base Gas Requirement for Inventory Expansion 281 

Q. Before Peoples Gas expanded the working inventory in Manlove to provide Hub 282 

services in 1999, did it inject additional base gas that it specifically assigned to 283 

Hub operations?  284 

A. No.  I have seen nothing that indicates that Peoples Gas directly assigned any 285 

base gas to support the working inventory expansion of Manlove to provide Hub 286 

services.    287 

Q. What volume of additional working inventory does Peoples Gas maintain it added 288 

for Hub operations?  289 
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A. In response to Staff Data Request ENG 2.10, Peoples Gas stated that its 290 

estimated working inventory in Manlove to provide non-commission jurisdictional 291 

services to third-party customers or the Hub is 10.2 Bcf.  In the 01-0707 PGA 292 

Case, the Company indicated 8 Bcf of Manlove inventory was to provide non-293 

Commission related services (Hub services).  294 

Q. Was Peoples Gas’ expansion of the Manlove inventory to provide Hub services a 295 

significant expansion?  296 

A. Yes.  In the 01-0707 PGA Case, the Company stated the working inventory in 297 

Manlove was approximately 27 Bcf before the expansion to serve Hub services.  298 

Peoples Gas then expanded that inventory by 8 Bcf to initially provide Hub 299 

services.  An expansion of 8 Bcf for Hub services is an approximate 30% (8 Bcf / 300 

27 Bcf = 29.6%) increase in working inventory. 301 

 Most recently, Peoples Gas has indicated it currently provides 10.2 Bcf of 302 

working inventory from Manlove for Hub services.  An expansion of 10.2 Bcf is an 303 

approximate 40% (10.2 Bcf / 27 Bcf = 37.8%) increase in working inventory for 304 

Hub services.  This is a significant increase in working inventory at Manlove 305 

especially given Peoples Gas failure to allocate any base gas (i.e. both 306 

recoverable and non recoverable gas) to the Hub.  I would also note that Peoples 307 

Gas’ decision to expand Manlove’s working inventory from 8 Bcf to 10.2 Bcf to 308 

provide Hub service caused even more gas to enter into virgin areas of the 309 
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reservoir producing the need for additional recoverable and non-recoverable 310 

base gas.  311 

Q. Why do you believe additional base gas would be required to support both the 312 

initial 8 Bcf increase as well as the current 10.2 Bcf of working gas inventory in 313 

Manlove to provide Hub services?    314 

A. In response to Staff Data Request ENG 2.05, the Company allocated the gas in 315 

Manlove between working gas inventory, recoverable base gas and non-316 

recoverable base gas and the entity under whose name the gas was stored.  In 317 

1998, the year before the inventory expansion to serve Hub services, the total 318 

recoverable base gas was 4,218,450 Mcf (3,876,964 Mcf allocated to Peoples 319 

Gas and 341,486 Mcf allocated to North Shore).  The non-recoverable base gas 320 

was 115,446,808 Mcf (106,100,531 Mcf allocated to Peoples Gas and 9,346,277 321 

Mcf allocated to North Shore).  The total base gas in Manlove was approximately 322 

120 Bcf (4,218,450 Mcf that was recoverable and 115,446,808 Mcf that was non-323 

recoverable). 324 

 The People Gas response to Staff data request ENG 2.05 also indicates that the 325 

volume of recoverable and non-recoverable base gas in Manlove was constant 326 

from 1998 through 2002 (during the expansion of Manlove’s working inventory to 327 

provide Hub services).  Further, the response indicates that no base gas (either 328 

recoverable or non-recoverable) was allocated to the Hub from 1999 through 329 

2006.  The Company therefore is maintaining that Manlove working inventory 330 
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was expanded to serve the Hub with no addition of base gas.  This is not 331 

possible.  If ratepayer working inventory in Manlove needs base gas to operate, 332 

then the working inventory of the Hub also needs base gas to operate, especially 333 

given the fact the gas for both the Hub and ratepayers comes from the same 334 

storage field.   335 

Q. Please show the impact of the Company’s actions in expanding Manlove for Hub 336 

services by summarizing the gas in Manlove by classification before and after the 337 

expansion. 338 

A. Below is a table showing the classification of gas in Manlove in 1998 and 1999.  339 

The data for 1998 is before the expansion of Manlove to provide Hub services.  340 

The data for 1999 is after the Company initially expanded Manlove by 8 Bcf to 341 

perform Hub services.  Classification changes are shown as the percentage of 342 

change between 1998 and 1999. 343 

Table 1 344 

 1998 Before Hub
1999 Hub 
Expansion % Change 

    
Natural Gas Volume Volume  

    
Top or Working 27.0 Bcf 35.0 Bcf 30 % 

    
Recoverable 

Base 4.2 Bcf 4.2 Bcf 0 % 
    

Non-recoverable 
Base 115.4 Bcf 115.4 Bcf 0 % 

 345 
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Q. What does this table demonstrate? 346 

A. The table demonstrates that it is Peoples Gas’ position that the expansion of 347 

Manlove to serve the Hub resulted in no addition of recoverable and non-348 

recoverable base gas.  The Company did make maintenance gas injections of 349 

2% of injected volumes in 1999, the costs of which were charged to Peoples Gas 350 

PGA customers, which were not included in the table since it is not clear whether 351 

the maintenance injections were made to support Hub expansion or existing 352 

ratepayer working inventory (See below for a further discussion of maintenance 353 

gas).  The Company wants us to believe that the working inventory in Manlove 354 

can be increased by 30% to serve the Hub with no injections of base gas and, as 355 

a result, no increase in base gas costs.  This is not the case.  All working 356 

inventory in Manlove whether for the ratepayer or the Hub needs base gas to 357 

operate.       358 

Q. Is the Hub working gas inventory stored and co-mingled in the Manlove reservoir 359 

with ratepayer gas inventory? 360 

A. Yes.  The gas for Hub services in Manlove is co-mingled and stored in the same 361 

geologic formation and under the same conditions as ratepayer gas.  There is no 362 

reasonable explanation for the gas for Hub services not to require base gas, 363 

recoverable and non-recoverable, to support the operation of its working 364 

inventory.  The working inventory in Manlove cannot be increased by 365 

approximately 40 % or even 30% to serve the Hub while the gas to serve 366 
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ratepayers in the same Manlove reservoir requires the same historic volume of 367 

base gas to operate. 368 

Q. Did Staff raise concerns about the expansion of Manlove to serve Hub services 369 

in the 01-0707 PGA Case? 370 

A. Yes.  I addressed this issue in Docket No. 01-0707 in my direct, additional direct 371 

and rebuttal testimony.  (Docket No. 01-0707, ICC Staff Exhibits 2.0, 6.0, and 372 

11.0) 373 

Q. Please summarize the Peoples Gas’ position on this issue in the 01-0707 PGA 374 

Gas? 375 

A. Company Witness David Wear stated in his testimony in the 01-0707 PGA Case 376 

(Docket No. 01-0707, Exhibit F, p. 44, lines 981-987) that “The Company’s last 377 

rate case was in 1995.  The Company’s FERC Operating Statement was 378 

approved in March 1998.  Cushion gas injections subsequent to the last rate 379 

case took place during the injection seasons that preceded fiscal years 1996 (1.6 380 

Bcf), 1997 (1.5 Bcf) and 1998 (1.5Bcf) withdrawals….  How this cushion gas 381 

would be treated in a future rate case remains to be seen.” 382 

Q. What was Staff’s position on this issue in the 01-0707 PGA case? 383 

A. As Staff’s witness on this issue in the 01-0707 PGA case, I agreed that the 384 

Company’s next rate case is the appropriate regulatory proceeding to address 385 

the treatment of costs related to the expansion of Manlove for non-tariff services.  386 
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(Docket No. 01-0707, ICC Exhibit 6.0, pp. 51-52, lines 1037-1056)  In my 387 

testimony, I also opined that Peoples Gas, in order to support any rate base 388 

treatment of non-tariff services costs, should provide reservoir engineering 389 

studies that establish the volume of recoverable and non-recoverable base gas 390 

and determine the additional volumes of maintenance gas required to support 391 

this 8 Bcf expansion of Manlove.  In addition, Staff noted that a methodology to 392 

allocate operating and maintenance costs between non-tariff and tariff use must 393 

be established.  Finally, Staff stated that this information is needed so the 394 

appropriate rate base treatment of Manlove expansion costs to provide non-tariff 395 

services can be determined.   396 

Q. Did Peoples Gas provide the information you requested in your testimony from 397 

the 01-0707 PGA case in their direct testimony and DR responses in this 398 

proceeding?    399 

A. No.  The Company has not provided the information I requested in the 01-0707 400 

PGA case or any information to justify its failure to attribute any base gas to its 401 

expansion of the Manlove working inventory for the Hub. The Company has 402 

provided no explanation or justification for its failure to attribute base gas to the 403 

operation of the Hub.  This is also contrary to the February 3, 2003 Report, 404 

quoted above, that indicated as working gas was expanded about 56% of gas 405 

entering virgin aquifer would be lost as well as some percentage of that gas 406 

entering the non-virgin aquifer. 407 
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Q. In your opinion, what steps should Peoples Gas have taken with respect to the 408 

base gas and the expansion of the Manlove working inventory to provide Hub 409 

services? 410 

A. The Company should have performed reservoir studies to determine the base 411 

gas volume needed to support the working inventory to provide Hub services.  412 

After the volume of base gas (both recoverable and non-recoverable) was 413 

determined, the Company should have prepared an injection schedule to ensure 414 

the base gas was in place to meet the working inventory of the Hub.  This was 415 

not done.  Instead the Company used its existing rate base assets, and through 416 

displacement, PGA assets to support Hub services. 417 

Q. How much base gas is required to support the 10.2 Bcf Hub working gas 418 

inventory? 419 

A. Detailed reservoir engineering studies are required to provide an answer to the 420 

actual volume of base gas required to support the 10.2 Bcf inventory expansion 421 

for Hub services.  However, a rough estimate can be made by using the same 422 

ratio of inventory to base gas that existed before the inventory expansion to 423 

serve the Hub.  Prior to the expansion, Manlove had a working inventory of 27 424 

Bcf and a base gas volume of 120 Bcf which results in a ratio of 27 Bcf inventory 425 

/ 120 Bcf base or 27/120 which is equal to .225.  If the same ratio is used for the 426 

10.2 Bcf working inventory expansion the result is 10.2 Bcf/.225 = 45.3 Bcf of 427 
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base gas.  This methodology provides only a rough estimate of the base gas 428 

required. 429 

Q. What is the estimated cost of the 45.3 Bcf of base gas that is required to support 430 

the 10.2 Bcf Hub working gas inventory?    431 

A. The system average price of gas (LIFO layer) in 1999 for Peoples Gas was 432 

$2.53/ MCF, which would have result in an investment of approximately $114 433 

million ($2.53/mcf x 45,300,000 Mcf = $114,609,000) in additional base gas.  In 434 

2006, the system average cost of gas was $8.75, which would result in an 435 

investment of approximately $396 million ($8.75/Mcf x 45,300,000 Mcf = 436 

$396,375,000) in additional base gas.  However, at this time, Peoples Gas has 437 

not injected any base gas into Manlove to support Hub services.        438 

Q. If Peoples Gas has not injected additional base to support the expansion of 439 

Manlove for Hub services, how is Manlove able to operate?      440 

A. I do not know.  The information I requested that the Company provide in the 01-441 

0707 PGA Case for its rate case filing referenced above might answer this 442 

question.  I also believe that the Company’s decision to allocate a higher 443 

percentage of injection gas to “maintenance” gas in the instant proceeding 444 

(Company now wants to allocation 3.5% of all injections to maintenance gas 445 

instead of 2%) also helps explain how Peoples Gas has been able continue field 446 

operations.  In other words, it appears that Manlove can operate and provide the 447 

10.2 Bcf of working gas without immediately needing the full amount of 448 
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recoverable and non recoverable base gas by the continuous injection of 449 

maintenance gas.  Staff notes that continuous injection of maintenance gas was 450 

started in 1999, which coincides with the expansion of working inventory to 451 

provide Hub services at Manlove.  However, over time the historic ratio of 452 

working gas inventory to recoverable and non-recoverable base gas that existed 453 

prior to the Hub service expansion can be expected to again be needed and 454 

prevail. 455 

Maintenance Gas Injections into Manlove 456 

Q. Does Peoples Gas periodically allocate some percentage of Manlove gas 457 

injections into base gas to maintain the performance of the storage field?  458 

A. Yes.  Peoples Gas refers to these injections as maintenance gas.  Maintenance 459 

gas is required because aquifer storage fields lose working gas volumes over 460 

time, which results in a decline in operating performance.  Aquifer storage fields 461 

lose working gas inventory because during the seasonal injection/withdrawal 462 

cycling activity the working gas inventory migrates into areas of the storage 463 

reservoir that trap the working gas inventory, which results in the working gas 464 

inventory becoming non-recoverable.  To maintain the peak day and seasonal 465 

working inventory deliverability of an aquifer field, additional gas must be injected 466 

to replace the gas being trapped in the reservoir.   467 

Q. In aquifer fields such as Manlove, is working inventory gas being continually lost 468 

due to migration into non-recoverable base gas?  469 



Docket Nos. 07-0241/07-0242 
(Consolidated) 

ICC Staff Exhibit 10.0 
 

24 

A. Yes.  As Company witness Puracchio states in his direct testimony, “Gas in the 470 

Manlove Field reservoir is under pressure and tends to expand, radially invading 471 

new areas.  As this occurs, some of the gas inevitably becomes trapped as 472 

cushion gas.”  (Peoples Gas Ex. TPL- 1.0, p. 10, lines 214-216)  Mr. Puracchio 473 

also indicates that the Company’s practice is to accumulate a percentage of 474 

injections each day during the injection season and capitalize that amount as an 475 

approximation of the amount of cushion gas created by the reservoir.  (Id., lines 476 

222-224) 477 

Q. When did Peoples Gas begin recording maintenance gas at Manlove?  478 

A. Since the Manlove field was developed and placed in service, the Company has 479 

made periodic injections of gas to maintain the field’s performance as working 480 

inventory gas volumes migrated and became non-recoverable base gas.  Prior to 481 

1999, maintenance gas injections were done periodically whenever reservoir 482 

performance declined.  The cost of this maintenance gas was then recovered as 483 

non-recoverable base gas when rate cases were filed.  However, in 1999, 484 

Peoples Gas changed its historic practice in both how this maintenance gas was 485 

injected and how the maintenance gas was treated for accounting purposes.     486 

 In 1999, when the Manlove inventory was expanded to support Hub services, 487 

Peoples Gas began the practice of classifying 2% of all injections into Manlove 488 

as maintenance gas.  Peoples Gas also began to flow the cost of the 2% charge 489 

through the PGA resulting in cost recovery through the PGA and not through the 490 
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addition of non-recoverable gas costs in a rate case.  The Commission’s Order in 491 

the 01-0707 PGA Case, which approved a settlement entered into by the parties 492 

in that proceeding, details the Company’s practice during this period.  (Docket 493 

No. 01-0707, Order dated March 28, 2006, Exhibits 2 and 3) 494 

Q. What is Peoples Gas’ current practice for injecting maintenance gas?   495 

A. The Company, through 2005, was still charging 2% of Peoples Gas’ injections 496 

into Manlove as maintenance gas.  However in March 2006, Peoples Gas 497 

changed the percentage allocated to maintenance gas to 3.5%. 498 

Q. Are the current maintenance gas injection practices in compliance with the 499 

Commission approved settlement in the 01-0707 PGA Case?   500 

A. I am not certain.  The Settlement attached to the Commission’s Order in the 01-501 

0707 PGA Case states at page 9, (11), “Peoples Gas Light and Coke Company 502 

shall revise its maintenance gas accounting procedures related to gas injected 503 

for the benefit of North Shore Gas Company and third-parties to require those 504 

entities to bear the cost of maintenance gas, and it shall revise its maintenance 505 

gas accounting procedures to ensure that all customers/consumers bear equal 506 

responsibility for maintenance gas.” 507 

 In response to Staff data request ENG 2.05, the Company provided the working 508 

inventory in Manlove for North Shore and Hub Services (Third Party) and 509 

volumes of base gas allocated to North Shore and the Hub from 1999 to 2006.  510 

The response indicates no base gas was allocated to the Hub from 1999 through 511 
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2006.  Since all maintenance gas, by definition, should be allocated to base gas, 512 

it is not clear to me how Peoples Gas intends to comply with that portion of the 513 

Commission’s Order.  However, the Company’s compliance filing in response to 514 

the Commission’s order indicates rates for Hub customers reflect cushion gas 515 

appropriately.   516 

Q. Has Peoples Gas demonstrated that the Hub’s rates appropriately reflect cushion 517 

gas? 518 

A. No.  As I have stated, the Company since it began operating the Hub has not 519 

allocated any recoverable and non-recoverable base gas to support the 10.2 Bcf 520 

working inventory of the Hub.  In addition, the Company has not demonstrated 521 

that the Hub is being allocated the same percentage of maintenance gas 522 

injections as ratepayers.  As a result, Staff does not accept the Company’s claim 523 

that the Hub’s rates reflect cushion gas appropriately.  524 

Q. Should all customers/consumers bear proportionate responsibility for 525 

maintenance gas injections into Manlove including North Shore and the Hub?      526 

A. Yes.    527 

Q. Does Staff acknowledge that the Manlove Field requires the periodic addition of 528 

maintenance gas to continue to meet peak day and annual inventory demands? 529 

A. Yes.   530 
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Q. What occurs if maintenance gas costs are not shared proportionately by all 531 

parties using the Manlove storage field? 532 

A. If maintenance gas costs are not shared proportionately, then it becomes much 533 

easier for one party to subsidize another party’s Manlove storage field usage. 534 

Failure to Justify Hub Economics 535 

Q. Did Peoples Gas perform studies, calculations or analyses of the economics of 536 

expanding Manlove to provide Hub or non-tariff services when it reached the 537 

decision to provide Hub services? 538 

A. No.  As previously mentioned, in the 01-0707 PGA Case, I requested that the 539 

company provide studies to support its use of Manlove to perform non-tariff (Hub) 540 

services.  (Docket No. 01-0707, ICC Staff Exhibit 2.00, p. 45, lines 892-897)  In 541 

response to my testimony, the Company indicated that it had not performed any 542 

studies, calculations or analyses that have addressed the specific quantity of 543 

Manlove storage field available for third party transactions versus that which is 544 

available for system requirements.  Further, in response to Staff data request 545 

ENG 2.14 in the instant proceeding, the Company stated “Peoples Gas does not 546 

have a written business case supporting these storage services.” 547 

Q. Given that Hub services impact ICC tariffed rates does Peoples Gas need to 548 

demonstrate that the expansion of Manlove to provide Hub services result in just 549 

and reasonable rates for Illinois ratepayers?     550 
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A. Yes.  Section 9-201(c) of the PUA requires rates or other charges be found just 551 

and reasonable by the Commission.  This section also indicates that the burden 552 

of proof to establish the just and reasonableness of the proposed rate or charge 553 

shall be upon the utility. 554 

Q. Has the Company demonstrated that the costs being incurred by Illinois rate 555 

payers for its expansion of Manlove to provide Hub services are just and 556 

reasonable?  557 

A. No. 558 

Q. Has the Company adequately responded in its rate case filing to the issues 559 

raised by Staff in the 01-0707 PGA Case involving the Company providing Hub 560 

services? 561 

A. No.  The issues raised by Staff in the 01-0707 PGA Case regarding the 562 

Company’s expansion of Manlove to providing non-tariff or Hub services have 563 

not been addressed.  In that proceeding, Staff requested the Company explain 564 

how it was able to expand the working inventory of Manlove to provide Hub 565 

services without the addition of recoverable and non-recoverable base gas.  The 566 

Company has yet to explain why additional recoverable and non-recoverable 567 

base is not required to support the Hubs working inventory.  In addition, Staff 568 

also disputed whether the Hub was being properly allocated the maintenance gas 569 

charge of 2% of injected volumes that was being assessed on ratepayer 570 

injections.  Maintenance gas represents a significant cost that must be allocated 571 
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to the Hub, and the Company has not demonstrated to Staff that the Hub is 572 

bearing these costs.  Further, the Company has now increased the maintenance 573 

gas percentage to 3.5%, which increases the cost of doing business at the 574 

Manlove storage field. 575 

Q. Are you concerned about the volume of maintenance gas injections that may be 576 

required in the future to support the 10.2 Bcf expanded Hub working inventory?  577 

A. Yes.  In the 01-0707 proceeding, I testified in detail the volume of maintenance 578 

gas injections required in the future to support the expansion of Manlove for Hub 579 

services.  (Docket No. 01-0707, ICC Exhibit 2.00, pp. 56-61, lines 1097 to 1241 580 

and ICC Staff Exhibit 6.00, pp. 49-53, lines 977 to 1062)  In summary, that 581 

testimony indicated that I questioned whether a 2% allocation is a sufficient 582 

amount of gas for the proper operation of Manlove. 583 

 The Company has not quantified the future requirements for base gas that will 584 

result from the expansion of Manlove for Hub services.  In fact, the Company has 585 

not even acknowledged that the working inventory of the Hub requires increased 586 

recoverable and non-recoverable base gas to support its operation. 587 

Q. Does the Company’s filing in this preceding contain information on maintenance 588 

gas needs for Manlove?   589 

A. Yes.  The February 3, 2003 Report states that various analyses have implied lost 590 

gas percentages for maintenance gas as being near none, which is not possible 591 

in the long term in this type of storage reservoir, to as high as 6.8 percent of 592 
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injections.  (Peoples Gas Exhibit TLP-1.1, p. 37)  If Peoples Gas were required to 593 

start charging 6.8% of gas injections as maintenance gas, it would become a 594 

very significant cost for the continued operation of Manlove for both the ratepayer 595 

and Hub services. 596 

Q. Does the Hub provide firm peak day service to its customers?  597 

A. Yes.  In response to Staff data request ENG 2.15, the Company noted that 598 

Peoples Gas has provided and is providing firm interstate services that are 599 

supported by Manlove Field.  Further, the Company indicated in its response to 600 

Staff data request ENG 2.13 that the allocation of peak day capacity for third 601 

parties was 23,899 dth for the period 1999-2006.  This was the only period that 602 

third parties had peak day deliverability.   603 

 However, in the 01-0707 PGA Case, the Company appeared to maintain that 604 

non-tariff (Hub) services are interruptible.  (Docket No. 01-0707, ICC Exhibit 605 

6.00, pp. 42-44, lines 839 to 891)  In response to a Staff data request issued in 606 

that proceeding, the Company stated “The Company, in response to Data 607 

Request POL 2.035, stated that non-tariff services are interruptible and will not 608 

be offered or commenced if there is an impact on service for PGA supply.” (Id., 609 

lines 839-891)  In the 01-0707 PGA Case, Staff demonstrated that the Company 610 

failed to interrupt services even during high usage periods.  It also continued to 611 

offer and provide non-tariff services during peak periods.   612 



Docket Nos. 07-0241/07-0242 
(Consolidated) 

ICC Staff Exhibit 10.0 
 

31 

Q. What is the significance of Peoples Gas now stating it has allocated peak day 613 

capacity to the Hub for the period 1999 to 2006? 614 

A. If the Hub is assigned peak day capacity, it should also be allocated its 615 

proportional share of system peak day capacity costs.  616 

Q. What system assets of Peoples Gas are required to provide Hub services?  617 

A. The system assets of Peoples Gas that are used to support Hub services include 618 

the Manlove storage complex (storage field and LNG), the pipeline transmission 619 

system, and all PGA recoverable supply assets.  PGA recoverable gas costs 620 

include system gas supply costs, interstate pipeline transmission capacity, and 621 

leased storage services,   622 

Q. Why do you claim that the system assets detailed above are used to provide Hub 623 

transactions? 624 

A. Peoples Gas uses displacement to perform its Hub transactions.  In the 01-0707 625 

PGA Case, I testified that Peoples Gas used displacement by using all its PGA 626 

assets to perform Hub services.  (Docket No. 01-0707, ICC Exhibit 2.00, pp. 31-627 

44, lines 644-861 and ICC Exhibit 6.00, pp. 25-46, lines 504-938)  In the 628 

Commission’s Order in the 01-0707 PGA Case, the Commission found that Hub 629 

revenue should flow through the PGA since PGA assets were used to provide 630 

Hub services.  (Docket No. 01-0707, Order dated March 28, 2006, p. 98)  The 631 

Commission relied in part upon my testimony to conclude that Hub revenues 632 
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should flow through the PGA since PGA recoverable costs were used through 633 

displacement by the Company to provide Hub services. 634 

Q. What does the term displacement mean? 635 

A. Displacement is an operation that permits the movement of natural gas through a 636 

pipeline transportation system without the physical delivery of the same 637 

molecules of natural gas.  I discussed displacement in detail in Docket No. 01-638 

0707, ICC Staff Exhibit 2.00, lines 676 to 839, pages 32 through 42.  639 

Displacement can be viewed as a book keeping transaction that allows the 640 

movement of gas without the physical delivery of the same molecules of natural 641 

gas.      642 

Q. Has anything been brought to your attention that indicates that Peoples Gas no 643 

longer uses displacement to perform its Hub transactions? 644 

A. No. 645 

Q. Since Peoples Gas uses PGA assets as well as the rate base assets of the 646 

Manlove storage complex and the pipeline transmission system to perform Hub 647 

services, do you recommend that the Hub also bear a proportional share of the 648 

cost of all these assets?  649 

A. Yes.  Peoples Gas has allocated to Hub services a Peak Day capacity of 23,899 650 

Dths and allocated working inventory of 10.2 Bcf.  The Hub should be allocated 651 

its fair or proportionate share of the Manlove storage complex (Manlove storage 652 
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field and LNG), the pipeline transmission system and PGA recoverable assets.  653 

Staff witness Rearden, ICC Staff Exhibit 12.0, sponsors Staff review of Hub 654 

operating costs.    655 

Conclusions Regarding Hub Services at Manlove 656 

Q. What do you conclude regarding maintenance gas injections to support the 657 

increased working gas inventory in Manlove storage field for the Hub?      658 

A. Ratepayers are being allocated a charge of 2% of the volume for all injections 659 

into Manlove to support the migration of working inventory to base gas.  As of 660 

2006, this charge was increased to 3.5%.  The Company has not demonstrated 661 

that the rates for Hub services are bearing an appropriate share of maintenance 662 

gas costs.  Staff questions whether Peoples Gas has complied with the 663 

Commission’s Order in the 01-0707 PGA Case that required all 664 

customers/consumers to bear the cost of maintenance gas for Manlove.  The 665 

Company needs to demonstrate in its rebuttal testimony that the Hub is bearing 666 

its proper share of maintenance gas costs.  667 

Q. What have you determined regarding the issue of the Hub being allocated peak 668 

day capacity in addition to working inventory at Manlove? 669 

A. I determined that since the Hub is being allocated both peak day and working 670 

inventory from the Manlove storage complex, the entities that make use of the 671 

Hub services should bear its allocation of costs for the system assets needed to 672 
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provided these services.  Peoples Gas needs to address if and how it assigns the 673 

costs associated with system and PGA assets to the Hub and the Company’s 674 

basis for those values.  Additionally, the Company should provide a full 675 

explanation if it disputes that certain system or PGA assets are used to support 676 

Hub operations in its rebuttal testimony. 677 

Q. What conclusions have you reached regarding the issue of the failure of Peoples 678 

Gas to increase recoverable and non-recoverable gas to support the working gas 679 

inventory in Manlove Field before providing Hub services?      680 

A. Peoples Gas’ failure to inject recoverable and non-recoverable gas to support the 681 

working gas inventory in Manlove for Hub services is troubling.  In this 682 

proceeding, Peoples Gas has allocated and requested recovery of costs 683 

associated with recoverable and non-recoverable base gas at Manlove from 684 

ratepayers.  However, Peoples Gas has not demonstrated that it has allocated 685 

any recoverable and non-recoverable base gas to the Hub to support the Hub’s 686 

operations, even though my testimony from the 01-0707 PGA Case requested 687 

the Company address this and similar topics in its testimony for its next rate case 688 

filing.  Peoples Gas needs to address why it has not allocated any base gas to 689 

the Hub and why additional base gas has not been injected into Manlove storage 690 

field to support the operation of the Hub in its rebuttal testimony. 691 

 Further, the fact that the Commission’s Order in the 01-0707 PGA Case directed 692 

Peoples Gas to ensure that all customers/consumers bear the cost of 693 
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maintenance gas injection into Manlove is relevant to the discussion of the failure 694 

of Peoples Gas to inject or allocate any recoverable and non-recoverable gas at 695 

Manlove when it expanded working inventory to support Hub services.  The 696 

Commission conclusion that all customers/consumers bear the costs of 697 

maintenance gas certainly indicated that the cost of recoverable and non-698 

recoverable gas were viewed by the Commission as a reasonable cost to be 699 

allocated to the Hub.  It appears reasonable that if this logic is followed the Hub 700 

should also bear the cost of all recoverable and non-recoverable gas that support 701 

its 10.2 Bcf working inventory in Manlove, and not just the maintenance gas 702 

which represents only the volume of working inventory lost to base gas. 703 

Q. What is your recommendation in this proceeding regarding the issue of 704 

recoverable and non-recoverable base gas and maintenance gas requirements 705 

to support Hub services?   706 

A. Peoples Gas has provided no explanation or justification for not having the Hub 707 

bear its share of recoverable and non-recoverable base gas and maintenance 708 

gas that is required to support its working inventory in Manlove.  The testimony of 709 

Staff witness Rearden, ICC Staff Exhibit 12.0, provides analyses comparing the 710 

incremental costs of providing Hub services using the ratepayer assets that I 711 

determine are required to support the Hub and the revenue generated from Hub 712 

activity.  In this proceeding, the Company has requested capitalization of an 713 

additional 7.88 MMDth of injections as cushion or base gas into Manlove Field, at 714 

a cost of $39,019,000.  (Direct Testimony of Thomas L. Puracchio, Peoples Gas 715 
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Ex. TLP-1.0, 11)  My analysis of Peoples Gas’ expansion of Manlove field to 716 

support Hub services discloses that the Company has failed to inject or allocate 717 

to the Hub the base gas required to support the working inventory that is 718 

dedicated to Hub services.  While Peoples Gas has failed to date to provide 719 

information or studies that would allow me to determine in any detail how this has 720 

been accomplished, it is clear that Illinois jurisdictional customers are supporting 721 

the base gas utilized to support Hub operations since no base gas has been 722 

injected for or allocated to Hub services.  As a result, ratepayers are already 723 

bearing the cost of base gas that is supporting Hub services, and it would be 724 

inappropriate to increase recoverable base gas and exacerbate the subsidization 725 

of non-jurisdictional activities by Illinois ratepayers.  Thus I recommend that the 726 

Commission not allow this cushion gas (recoverable and non recoverable base 727 

gas) capitalization unless Peoples Gas can demonstrate that this additional gas 728 

should not be allocated to Hub services in support of the Hub’s assigned working 729 

inventory.  730 

Q. What is your overall conclusion regarding the Hub? 731 

A. I am concerned that the Hub is not bearing its share of the cost of the assets 732 

needed to support Hub services, and as a result ratepayers may be subsidizing 733 

Hub operations.  Staff witness Rearden, in ICC Staff Exhibit 12.0, provides an 734 

analysis that compares the incremental revenue generated by the Hub and the 735 

incremental costs of the assets needed to provide Hub services.  Peoples Gas 736 

needs to demonstrate that the operation of the Hub is not being subsidized by 737 
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ratepayers and that its operation is in the best interests of ratepayers from both 738 

an economic as well as any intangible means in its rebuttal testimony.  739 

Q. Does this conclude your prepared direct testimony? 740 

A. Yes.  741 


