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Section I:  Qualifications and Introduction 

Q1. Please state your name, business and address. 

A1. My name is Charles J. Cicchetti.  My address is Pacific Economics Group, 301 

North Lake Avenue, Suite 330, Pasadena, California 91101. 

  

Q2. What is your position with Pacific Economics Group? 

A2. I am a Co-Founding Member of Pacific Economics Group. 

  

Q3. What are your duties as a member of Pacific Economics Group? 

A3. I actively consult with clients on price, costs, environmental, oil, natural gas and 

electricity market issues, as well as competition and antitrust policies, particularly 

as those policies relate to regulated industries. 

 

Q4. What is your educational background? 

A4. I attended the United States Air Force Academy, and I received a B.A. degree in 

Economics from Colorado College in 1965 and a Ph.D. degree in Economics from 

Rutgers University in 1969.  From 1969 to 1972, I engaged in post-doctoral 

research on energy and environmental matters at Resources for the Future (RFF), 

a Washington, D.C. think tank. 
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Q5. Please summarize your professional experience. 

A5. I was the first economist of the Environmental Defense Fund from 1972 to 1975, 

and was a faculty member at the University of Wisconsin from 1972 to 1985, 

ultimately earning the title of Professor of Economics and Environmental Studies.  

From 1975 through 1976, I served as the Director of the Wisconsin Energy Office 

and as Special Energy Counselor for the Governor.  In 1977, I was appointed by 

the Governor as Chairman of the Public Service Commission of Wisconsin and 

held that position until 1979, and served as a Commissioner until 1980.  In 1980, I 

co-founded the Madison Consulting Group, which was sold to Marsh & 

McLennan Companies in 1984.  In 1984, I was named Senior Vice President of 

National Economic Research Associates and held that position until 1987.  From 

1987 until 1990, I served as Deputy Director of the Energy and Environmental 

Policy Center at the John F. Kennedy School of Government at Harvard 

University, and from 1988 to 1992, I was a Managing Director and ultimately Co-

Chairman of the economic and management consulting firm, Putnam, Hayes & 

Bartlett, Inc.  In 1992, I formed Arthur Andersen Economic Consulting, a division 

of Arthur Andersen, LLP.  In late 1996, I left Arthur Andersen to co-found Pacific 

Economics Group, L.L.C.  I held the Miller Chair in Government, Business and 

the Economy at U.S.C. until June 2005.  A copy of my resume is appended hereto 

as Attachment A. 

 

Q6. Have you published any papers or articles? 
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A6. Yes.  I have published articles on energy and environmental issues, public utility 

regulation, competition and antitrust.  A complete listing of my publications is 

included in Attachment B, which is appended. 

 

Q7. Have you ever given expert testimony in a court or administrative 

proceeding? 

A7. Yes.  A list of the proceedings in which I have provided expert testimony is  

included in Attachment C, which is appended.  

 

Q8. Who retained you for this testimony? 

A8. I have been retained by Enbridge Pipelines (Illinois) L.L.C. (hereinafter referred 

to as “Enbridge”) to provide testimony explaining the benefits to Illinois if the 

Commission approves Enbridge’s Application for a Certificate in Good Standing 

And Other Relief with respect to its Request to construct, operate and maintain 

approximately 170 miles of new 36-inch liquid petroleum pipeline from Pontiac 

to Patoka, Illinois, the Southern Access Extension Project (“Extension Project”). 

 

Q9. What is your understanding of these Enbridge undertakings? 

A9. The Extension Project is an enhancement of the Southern Access Expansion 

Program (“Southern Access Expansion”).  The Extension Project is a 170 mile, 

36-inch (outside diameter) underground pipeline that will extend from the 

Flanagan terminal near Pontiac to a crude oil hub near Patoka, Illinois in Marion 
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Country.  Enbridge also owns storage facilities in Marion County.  At the 

Extension Project’s terminus in Patoka, Enbridge and other companies have 

approximately 13 million barrels of crude petroleum storage and breakout 

tankage.  Upon completion, the Extension Project will provide U.S. refiners an 

initial capacity of 400,000 bpd at Patoka.  Patoka is a pipeline hub with 

connections that will allow the crude to flow south, east, and west. 

 

Q10. Did you provide testimony in the Southern Access Expansion docket? 

A10. Yes, I did.  I provided testimony in support of the Southern Access Expansion.  I 

concluded that the Southern Access Expansion would provide substantial benefits 

to consumers in Illinois.  These included: 

• Illinois consumers would expect a present value of savings of about 

$406.7 million if the Southern Access Expansion Projects come on line 

and that each year of delay in bringing the pipeline on line would increase 

the likelihood of consumers paying more for the petroleum products they 

use. 

• The Southern Access Expansion Projects would improve regional security 

as crude oil form South America and the Middle East is backed out of the 

Midwest. 

• The national balance-of-payment and regional economies gain when 

Canadian crude displaces crude imported from South America and the 

Middle East. 
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• Crude oil from Canada is well-suited to refineries located in Illinois, 

which have committed to spending significant dollars to expand to 

accommodate the additional Canadian supply. 

• Storage matters for security and Enbridge has committed to expand its 

liquid storage to increase safety and benefits to Illinois. 

• Additional jobs in Illinois and the region are likely to be created. 

 

Q11. Please explain why you previously concluded that Illinois consumers would 

expect a present value of savings of $406.7 million if the Southern Access 

Expansion came on line and that delaying the project would increase the 

likelihood that consumers would pay more for petroleum products. 

A11. I began with a regression analyses to test the hypothesis that more crude oil 

supply would reduce the risk and consequence of future events that would cause a 

loss of petroleum production and to quantify the effect on relative future price 

jumps during crises “with and without” the Southern Access Expansion.  I then 

estimated the present value of benefits to consumers in Illinois using the 

differences in future prices “with and without” the Southern Access Expansion 

and the amount of future petroleum sales.  The $406.7 million was my estimate of 

the expected present value to Illinois consumers from savings associated with 

mitigating some of the effect of future price jumps in the price of gasoline, 

distillate, and jet fuel.   
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 I used EIA data1 to calculate the amount that Illinois consumers paid for 

gasoline, jet fuel, and distillate.  I then multiplied that amount by an average by 

6.4%, which is an estimate of the average percentage of time each year since 1970 

that lost crude production exceeded the corresponding spare capacity.  This 

calculation provided an estimate of the amount Illinois spends on gasoline, jet 

fuel, and distillates that would be subject to price jumps.  I showed these amounts 

in Column B of Tables 14, 15, and 16, respectively for gasoline, distillate, and jet 

fuel, in my Testimony in the Southern Access Expansion case.  I then calculated 

an expected annual effect for each of these petroleum products by multiplying the 

Reference Amount in Column B by the Percent Product Price Jump in Column E 

of Tables 14, 15, and 162  I then calculated the present value of these expected 

annual differences in prices using a 10 percent discount rate and eliminating 2006 

in order to calculate a 2007 present value.  The estimated Net Present Value for 

Illinois was $264.4 million for gasoline, $88.3 million for distillate, and $54.0 

million for jet fuel.  I showed the total for all three petroleum products, $406.7 

million, in Table 17 of my Southern Access Expansion testimony.  Below, I 

reproduce Tables 14, 15, 16, and 17 from my prior testimony in the Southern 

Access Expansion proceeding, 

 
1 EIA Midwest Retail Prices by Grade by Formulation (January 23, 2006). 
2 The percent Product Price Jump is the product of the Percent Price Jumps and Coefficients for Percentage 
Change, shown in Columns C and D of Tables 14, 15, and 16, respectively. 
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A B C D E F G

Year Reference Amount Percent Coefficients Percent Product Expected Annual Present
Illinois Spends Price Jumps For % Change Price Jump Effect Value

(C*D) (B*E)
2006 $780,621,120 5.21% 0.5301 2.76% $21,559,358 $21,559,358
2007 $780,621,120 5.88% 0.5301 3.12% $24,331,867 $22,016,384
2008 $780,621,120 6.88% 0.5301 3.65% $28,469,939 $23,309,215
2009 $780,621,120 7.44% 0.5301 3.94% $30,787,260 $22,807,763
2010 $780,621,120 8.25% 0.5301 4.37% $34,139,099 $22,884,122
2011 $780,621,120 8.32% 0.5301 4.41% $34,428,764 $20,882,101
2012 $780,621,120 7.72% 0.5301 4.09% $31,945,920 $17,532,293
2013 $780,621,120 7.73% 0.5301 4.10% $31,987,301 $15,884,424
2014 $780,621,120 7.51% 0.5301 3.98% $31,076,925 $13,963,763
2015 $780,621,120 7.62% 0.5301 4.04% $31,532,113 $12,820,000
2016 $780,621,120 7.43% 0.5301 3.94% $30,745,879 $11,310,777
2017 $780,621,120 7.66% 0.5301 4.06% $31,697,636 $10,551,226
2018 $780,621,120 7.29% 0.5301 3.86% $30,166,549 $9,085,990
2019 $780,621,120 7.84% 0.5301 4.16% $32,442,489 $8,841,610
2020 $780,621,120 7.30% 0.5301 3.87% $30,207,930 $7,449,184
2021 $780,621,120 7.52% 0.5301 3.99% $31,118,306 $6,943,433
2022 $780,621,120 7.18% 0.5301 3.81% $29,711,361 $5,998,620
2023 $780,621,120 7.28% 0.5301 3.86% $30,125,168 $5,503,372
2024 $780,621,120 7.55% 0.5301 4.00% $31,242,448 $5,164,342
2025 $780,621,120 7.21% 0.5301 3.82% $29,835,503 $4,462,455
2026 $780,621,120 7.28% 0.5301 3.86% $30,125,168 $4,076,998
2027 $780,621,120 7.32% 0.5301 3.88% $30,290,691 $3,709,290
2028 $780,621,120 7.17% 0.5301 3.80% $29,669,980 $3,287,527
2029 $780,621,120 7.58% 0.5301 4.02% $31,366,590 $3,144,778
2030 $780,621,120 7.46% 0.5301 3.95% $30,870,021 $2,800,465

Net Present Value at 10% 2007-2030 $264,430,132

TABLE 14
 Gasoline Price Jump Effect for Illinois

 126 
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A B C D E F G
Year Reference Amount Percent Coefficients Percent Product Expected Annual Present

Illinois Spends Price Jumps For % Change Price Jump Effect Value
(C*D) (B*E)

2006 $249,297,920 5.21% 0.5542 2.89% $7,198,183 $7,198,183
2007 $249,297,920 5.88% 0.5542 3.26% $8,123,861 $7,350,773
2008 $249,297,920 6.88% 0.5542 3.81% $9,505,470 $7,782,421
2009 $249,297,920 7.44% 0.5542 4.12% $10,279,172 $7,614,998
2010 $249,297,920 8.25% 0.5542 4.57% $11,398,275 $7,640,492
2011 $249,297,920 8.32% 0.5542 4.61% $11,494,987 $6,972,062
2012 $249,297,920 7.72% 0.5542 4.28% $10,666,022 $5,853,637
2013 $249,297,920 7.73% 0.5542 4.28% $10,679,838 $5,303,451
2014 $249,297,920 7.51% 0.5542 4.16% $10,375,884 $4,662,185
2015 $249,297,920 7.62% 0.5542 4.22% $10,527,861 $4,280,309
2016 $249,297,920 7.43% 0.5542 4.12% $10,265,355 $3,776,413
2017 $249,297,920 7.66% 0.5542 4.25% $10,583,125 $3,522,816
2018 $249,297,920 7.29% 0.5542 4.04% $10,071,930 $3,033,607
2019 $249,297,920 7.84% 0.5542 4.34% $10,831,815 $2,952,014
2020 $249,297,920 7.30% 0.5542 4.05% $10,085,746 $2,487,114
2021 $249,297,920 7.52% 0.5542 4.17% $10,389,700 $2,318,255
2022 $249,297,920 7.18% 0.5542 3.98% $9,919,953 $2,002,804
2023 $249,297,920 7.28% 0.5542 4.03% $10,058,114 $1,837,452
2024 $249,297,920 7.55% 0.5542 4.18% $10,431,148 $1,724,257
2025 $249,297,920 7.21% 0.5542 4.00% $9,961,401 $1,489,913
2026 $249,297,920 7.28% 0.5542 4.03% $10,058,114 $1,361,218
2027 $249,297,920 7.32% 0.5542 4.06% $10,113,378 $1,238,448
2028 $249,297,920 7.17% 0.5542 3.97% $9,906,137 $1,097,631
2029 $249,297,920 7.58% 0.5542 4.20% $10,472,597 $1,049,970
2030 $249,297,920 7.46% 0.5542 4.13% $10,306,804 $935,012

Net Present Value at 10% 2007-2030 $88,287,252

TABLE 15
Distillate Price Jump Effect for Illinois

 127 
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A B C D E F G
Year Reference Amount Percent Coefficients Percent Product Expected Annual Present

Illinois Spends Price Jumps For % Change Price Jump Effect Value
(C*D) (B*E)

2006 $95,308,800 5.21% 0.8868 4.62% $4,403,484 $4,403,484
2007 $95,308,800 5.88% 0.8868 5.21% $4,969,767 $4,496,831
2008 $95,308,800 6.88% 0.8868 6.10% $5,814,965 $4,760,891
2009 $95,308,800 7.44% 0.8868 6.60% $6,288,276 $4,658,469
2010 $95,308,800 8.25% 0.8868 7.32% $6,972,887 $4,674,066
2011 $95,308,800 8.32% 0.8868 7.38% $7,032,051 $4,265,155
2012 $95,308,800 7.72% 0.8868 6.85% $6,524,932 $3,580,959
2013 $95,308,800 7.73% 0.8868 6.85% $6,533,384 $3,244,382
2014 $95,308,800 7.51% 0.8868 6.66% $6,347,440 $2,852,089
2015 $95,308,800 7.62% 0.8868 6.76% $6,440,412 $2,618,476
2016 $95,308,800 7.43% 0.8868 6.59% $6,279,824 $2,310,218
2017 $95,308,800 7.66% 0.8868 6.79% $6,474,220 $2,155,081
2018 $95,308,800 7.29% 0.8868 6.46% $6,161,497 $1,855,807
2019 $95,308,800 7.84% 0.8868 6.95% $6,626,356 $1,805,893
2020 $95,308,800 7.30% 0.8868 6.47% $6,169,949 $1,521,491
2021 $95,308,800 7.52% 0.8868 6.67% $6,355,892 $1,418,191
2022 $95,308,800 7.18% 0.8868 6.37% $6,068,525 $1,225,214
2023 $95,308,800 7.28% 0.8868 6.46% $6,153,045 $1,124,060
2024 $95,308,800 7.55% 0.8868 6.70% $6,381,248 $1,054,813
2025 $95,308,800 7.21% 0.8868 6.39% $6,093,881 $911,453
2026 $95,308,800 7.28% 0.8868 6.46% $6,153,045 $832,724
2027 $95,308,800 7.32% 0.8868 6.49% $6,186,853 $757,620
2028 $95,308,800 7.17% 0.8868 6.36% $6,060,073 $671,475
2029 $95,308,800 7.58% 0.8868 6.72% $6,406,604 $642,319
2030 $95,308,800 7.46% 0.8868 6.62% $6,305,180 $571,993

Net Present Value at 10% 2007-2030 $54,009,670

TABLE 16
Jet Fuel Price Jump Effect for Illinois

 128 

129  

Gasoline $264.4 million

Distillate $88.3 million

Jet Fuel $54.0 million

TOTAL $406.7 million

TABLE 17
Summary of Benefits for Illnois

Present Value 2004$ in 2007 at 10%
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Q12. Please explain why you previously concluded that the Southern Access 

Expansion would improve regional security. 

A12. I concluded that an additional secure source of crude petroleum would improve 

regional and national security by displacing and reducing the region’s dependency 
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on uncertain supplies from relatively unstable parts of the world such as South 

America and the Middle East.  Additionally, I reviewed the recent history of 

pipeline disruptions that could cause regional shortages and increased prices.  

Thus, I concluded that the Southern Access Expansion would provide additional 

pipeline capacity, in turn providing increased access to secure supplies from 

Canadian oil sands that would help ameliorate future possible supply disruptions, 

thereby improving regional security.   

 

Q13. Please explain why you previously concluded that national balance-of-

payment and regional economies would gain with the displacement of 

imported crude from South America and the Middle East by Canadian 

crude. 

A13. The balance-of-payment and regional economies benefits are similar to those I 

discussed above.  The secure supply from Canada will likely encourage, and has 

in fact resulted in, refinery upgrades in the Midwest.  Petroleum storage and 

existing pipelines are likely to expand to meet an increasingly secure Canadian 

supply source.  These expansions further strengthen the petroleum supply chain to 

the benefit of the national and regional economies because there is less chance of 

a disruption in crude petroleum supply and, thus, have a lower probability of 

increased prices caused by shortages or disruption. 

 

Q14. Please discuss your conclusions with respect to Illinois-based refineries. 
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A14. I observed in my Southern Access Expansion testimony that refineries in the 

Midwest and the mix of petroleum products used in the region are well-suited for 

the heavy crude produced in the Alberta non-conventional oil sands.  Also, the 

Enbridge Application in support of the Extension Project discusses the upgrades 

that have occurred at the five major Illinois-based refineries to enable them to 

utilize this heavy Canadian crude.  Additionally, the refineries in the area owned 

by BP, ConocoPhillips/Encana, Sunoco, United, and Wynwood have already been 

modified or are in the process of being modified to handle increased supplies of 

heavy crude from the Alberta oil sands. 

 

Q15. Please explain your previous conclusions with respect to storage and security 

issues. 

A15. As I discussed in my previous testimony, a secure supply of crude petroleum from 

Canada will allow for displacement of crude petroleum from less stable areas of 

the world.  It will also likely mean increased pipeline and storage capacity.  

Enbridge, as I discussed in my Southern Access Expansion testimony provides 

PADD II with about 22.3 million barrels of petroleum liquids storage and has 

committed to add more than 3 million barrels of petroleum liquids storage.  This 

would increase Enbridge’s total storage to more than 25 million barrels.  The 

Extension Project would allow the Southern Access Expansion to reach even 

more storage and pipelines, as described in detail in the Application.  This fact 

strengthens the conclusions I reached with respect to storage and security issues in 

my previous testimony. 
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Q16. Please explain why you previously concluded that the Southern Access 

Expansion would likely create additional jobs in Illinois and the region. 

A16. In addition to the jobs created in constructing the Southern Access Expansion 

(and the Extension), refineries will be upgraded and new storage will likely be 

built.  These are likely to create new jobs in Illinois and the region.  Additionally, 

there will likely be additional economic benefits created by securing petroleum 

supplies and taking steps to decrease the possibility of shortages and disruptions 

in supply and the price increases associated with such shortages and disruptions.  

A stronger regional economy will likely equate to increased employment 

opportunities in Illinois and the surrounding region. 

Q17. Have any of your conclusions changed since your filing in Docket No. 06-

0470? 

A17. No.  In fact, my conclusions are either about the same or actually even stronger 

now than they were nine months ago when I filed my testimony in Docket No. 06-

0470 in support of the Southern Access Expansion project.  I conclude that the 

Extension Project is a logical next step and would provide substantial benefits to 

the State of Illinois and consumers in the state.  These benefits include: 

• Bringing more of the planned expansion in Canadian oil 

production to PADD II (Midwest) refineries.  Canadian oil sands 

production now equals 1 million barrels per day (“b/d”) and has 

been projected to reach 3.5 million b/d in 2015.  Some of this 

increase would likely replace declines in more traditional Canadian 
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crude oil production.  Regardless, the net result is likely to cause 

an increase in oil exports.  From 1998 to 2003, Canadian oil 

exports to the United States doubled.  The Midwest imports from 

Canada, about 1 million b/d or 70 percent of the region’s imports 

of foreign oil.  The Illinois and northern Illinois refineries received 

44 percent of their feedstock oil from Canada in 2006. 

• Energy demand, including crude oil demand, continues to grow in 

Illinois and the United States.  The Department of Energy’s Energy 

Information Administration (“EIA”) projects about a 30 percent 

increase in demand in 2030, due to population and income growth.  

This is above and beyond expected increased conservation and 

energy efficiency efforts, as well as projecting increases from 

alternative energy supplies.  World demand, led by China and 

India, is expected to grow faster.  Crude oil supplies are not 

expected to grow quite so easily.  This is especially so in secure 

and friendly nations, such as Canada, whose own population 

centers in Ontario and Quebec are dependent on U.S. 

transportation links to deliver their energy needs.  Quite 

importantly, the U.S. and Canada are friends, allies, and operate a 

continental energy system that benefits both nations. 

• Illinois produces little petroleum.  That said, Illinois refineries, 

pipelines, and storage are very important links in the U.S. and the 

continental energy supply chain.  The Extension Project will make 
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it economic to bring more Canadian oil into the state and region.  

Canadian feedstocks are very secure, reliable, and suitable for the 

region’s refineries.  The Extension Project connects to storage and 

other intra- and inter-regional pipelines.  This increases efficiency, 

reduces risks, and expands the economic and security benefits that 

the Enbridge pipeline system provides to Illinois, the U.S., and 

Canada. 

There are other factors as well that I discussed and explained in my prior 

testimony in the Southern Access Expansion docket.  Rather than restating my 

entire testimony here, I adopt that testimony as being fully relevant and applicable 

in this proceeding.  However, I would like to update three of the charts that appear 

in my previous testimony in the Southern Access Expansion docket and briefly 

discuss their continued significance. 

 

Q18. Which figures would you like to update? 

A18. The first figure is Figure 2.  I originally produced Figure 2 to demonstrate the 

swings in price or volatility that began in 1973 with the world’s first crude oil 

price spike and crisis.  “Figure 2” shows the major dramatic price spikes and the 

increased volatility in world oil prices from 1970 to 2005, on an annual basis, in 

both nominal and real 1983 dollars.  Below I provide an updated Figure 2 using 

EIA West Texas Intermediate prices through August 2007.  This updated Figure 2 

shows that world oil prices increased to $70.70 per barrel for the first seven 

months of 2007 from the last value of $68.06 per barrel for the first 9 months of 
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2006 shown in the earlier version of this chart.  Prices also hit as high as $80 per 

barrel during this period, before retreating.  The higher prices likely are due to the 

continued turmoil in Iraq and continued political instability in other regions of the 

Middle East, as well as the continued growth in China and India, plus worldwide 

growth. 

  Most people cannot predict turning points, i.e. the point in time when the 

positive or negative trends in prices will reverse.  The world’s hard-pressed 

energy consumers may be due such a turning point in energy prices.  

Nevertheless, there are more signs that the most recent past run-up in prices has 

additional upside potential in contrast to any significant signs of oil prices turning 

down. 

  The international security issues plus continued Asian economic growth 

seem likely to push up oil prices and, at the very least, prevent a significant 

decline.  Canada’s oil sands are North America’s best hope to offset some of these 

upward price pressures and to reduce the nation’s and Illinois’ security and 

economic risks 
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FIGURE 2 UPDATED

West Texas Intermediate Crude Oil Prices—Annual Average 1970–2007
Dollars per Barrel Nominal v. Real
1983 = base year for real dollars

$0

$10

$20

$30

$40

$50

$60

$70

$80

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Nominal WTI Price Real WTI Price

Venezuelan strike

Lebanon civil unrest

Libyan price controversy
Algeria-France nationalization 

di t

Arab-Israeli War Accident at Saudi oilfield

Iranian Revolution

Outbreak of Iran-Iraq War

UK Cormorant 
platform accident

Iraqi invasion of Kuwait

OPEC production cutbacks

Iraqi oil export suspension— 
rejection of phase VI extension

Iraqi oil export 
suspension— 
rejection of UN 
resolution 1352

Iraqi oil suspension— 
rejection of UN resolution 

1862

Iraqi conflict

Katrina Hurricane damage to US 
crude oil production facilities

Iran, Nigeria, and 
Russian Natural Gas

 265 

266 

267 

268 

269 

270 

271 

272 

Q19. Are there any other figures that you would like to update? 

A19. Yes.  I would also like to update Figures 3 and 4.  In my testimony in Docket No. 

06-0470, I reproduced Figures 3 and 4 from the EIA’s Annual Energy Review 

2005.  The EIA’s Annual Energy Review 2006 is currently available and I have 

reproduced Figures 14 and 5 from the EIA Annual Energy Review publication, 

which update Figures 3 and 4 in my December 2006 testimony. 

Figure 3 Updated 
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Figure 14.  Petroleum Overview

Figure source data

1Petroleum products supplied used as an approximation for consumption.
2Crude oil and natural gas plant liquids production.

1Petroleum products supplied used as an approximation for consumption.
2Crude oil and natural gas plant liquids production
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Figure 4 Updated 

 
Figure 15.  48 States and Alaskan Crude Oil Production

Figure source data

1United States excluding Alaska and Hawaii.

1United States excluding Alaska and Hawaii
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Q20. Why are these updated figures important? 

A20. I testified in Docket No. 06-0470 that Figure 14 showed that consumption has 

generally increased since 1950, other than for some sizeable drops that coincide 

with economic recessions.  Further, domestic production peaked at about 11.3 bpd 
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in 1970.  In conjunction with this net decline, imports have steadily increased 

since the mid 1980s.  These trends continue in EIA’s updated Figure 14.  

Similarly, Figure 15 shows graphically the steady decrease in production in the 48 

lower states and the drop-off in Alaskan production since the late 1980s.   

  As the data continue to come in, the U.S. is expanding – more people and 

economic growth.  Energy Efficiency increases as the ratio of economic activity 

per unit of energy consumed improves.  Just a year since the Southern Access 

Expansion proceeding, the gains in demand are outpacing both improved 

efficiency and crude oil production.  The only new supply growth that stands out 

in North America is Canadian oil sands.  Therefore, both the already approved 

Southern Access Expansion Project and now the Extension Project are definitely 

needed.  These expected benefits are growing for Illinois and the rest of the 

continent, and easily exceed the associated costs. 

 

Q21. Did you also update Figure 5? 

A21. Yes. 

 

Q22. Why is Figure 5 important? 

A22. I presented Figure 5, reproduced originally from the October 1, 2006 issue of the 

Energy Economist to demonstrate graphically the decline in spare or excess crude 

oil capacity in OPEC countries since 2002.  This decline in spare capacity is 

highly correlated with increasing crude oil prices.  Below I reproduce a similar 

figure from the June 15, 2006 issue of the Energy Economist.  While excess 
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capacity is somewhat higher in April 2007 as compared to April 2006, the price of 

oil per barrel has not fallen.  This is due to continued international strife and 

growing demand is not significantly lower. 

  The current 2 million b/d is not particularly solid because major shut-

downs or curtailments in either Iran or Iraq could exceed this number.  Some 

slackening in demand may also be involved.  When world-wide economic growth 

returns, this small gain in spare capacity would likely dissipate.  Further, as other 

uncertainties and localized problems (strikes, accidents, storms, civil unrest, etc.) 

continue to threaten the world’s oil markets. 

Figure 5 Updated 
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Q23. Does Enbridge seek to use its power of eminent domain? 
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A23. Yes.  Enbridge is seeking regulatory authority to invoke the power of eminent 

domain if necessary.  However, Enbridge has also stated that its preferred method 

of acquiring the property necessary for the Extension Project is through 

negotiated agreements with property owners.  As it stated, and as was found in 

Docket No. 06-0470, Enbridge neither wants nor intends to condemn the 

permanent and temporary easements and other interests in land it requires for the 

pipeline.  Rather, it is Enbridge’s preference to acquire the needed rights through 

good-faith negotiations with landowners.  I am informed that Enbridge has 

already obtained a majority of the route via the CIPC right-of-way and has 

instituted for the Extension Project a land-acquisition program identical to that 

found adequate and acceptable in Docket No. 06-0470.  Enbridge more fully 

describes the status of these negotiations and the details of its proposals in the 

Application for Certificate in Good Standing and Other Relief filed in this 

Docket.   

 

Q24. Do you have an opinion as to whether Enbridge should be granted the 

requested authorization to use the power of eminent domain if necessary? 

A24. Yes.  As I have stated, the Extension Project is extremely important to Illinois and 

its consumers.  In addition to providing access to a secure source of petroleum for 

many years to come, the Extension Project will likely provide Illinois consumers 

with substantial savings in the event of any crisis that occurs in the future, 

especially if the tight spare capacity that exists today continues, as is likely, in the 

future.  Thus, I conclude that it is appropriate for this Commission to not only 
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authorize the Extension Project, but to authorize Enbridge to use its power of 

eminent domain in the event it is unable to negotiate settlements with landowners. 

Section 8-509 of the Public Utilities Act provides in relevant part that: 

“When necessary for the construction of any alterations, additions, extensions or 

improvements ordered or authorized under Section 8-503 or 12-218 of this Act, 

any public utility may enter upon, take or damage private property in the manner 

provided for by the law of eminent domain.”  Thus, as I conclude that the 

Commission should authorize the Extension Project based on the likely benefits 

to Illinois and its consumers, I also conclude that the Commission should 

authorize Enbridge to use its power of eminent domain should the need to do so 

arise.  Indeed, such an action would be consistent with the Commission’s recent 

approval of a request by the St. Louis Pipeline Corporation for authorization to 

use eminent domain in conjunction with authorizing the pipeline to construct and 

operate a petroleum pipeline3 and with the eminent domain authority granted to 

Enbridge in the Southern Access Expansion Project. 

 

Q25. Please summarize your conclusions. 

A25. First, my conclusions with respect to the benefits to be gained from the Southern 

Access Expansion remain unchanged, albeit strengthened, since I filed my 

testimony in Docket No. 06-0470 on December 21, 2006.  Second, the benefits 

that are likely to be gained from constructing the Southern Access Expansion are 

also attributable to the Extension Project proposed by Enbridge in this docket.  
 

3 See St Louis Pipeline Corporation Petition Pursuant to Section 8-503, 8-509, 15-101 and 15-401 of the 
Public Utilities Act for a Certificate Authorizing Operation as a Common Carrier by Pripeline; 006 ILL. 
PUC LEXIS 14 (May 17, 2006). 
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The Extension Project is a natural expansion of the Southern Access Expansion 

Project and will enhance the benefits to Illinois and the nation that were gained by 

enabling enhanced access to reliable Canadian crude petroleum supplies, and 

decreasing the region’s and nation’s dependence on petroleum sourced from 

increasingly unstable regions of the world such as South America and the Middle 

East.  The Extension will allow further access to storage and other pipelines, 

allowing the nation full access to increasingly important supplies of Canadian 

crude petroleum supplies. 

 

Q26. Does this conclude your testimony? 

A26. Yes, subject to any request by Enbridge to submit reply or rebuttal testimony. 
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