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Multiut Corporation files this Brief on Exceptions to the Proposed Order. 

Multiut agrees with the Proposed Order's finding that both North Shore Gas 

Company (North Shore) and Peoples Gas Light and Coke Company (Peoples) 

(collectively, Companies or Utilities) withdrew their initial request to eliminate Rider 

FST (Full Standby Transportation), and, instead, now propose to retain Rider FST. 

Proposed Order at 261. However, Multiut disagrees with the Proposed Order's apparent 

new requirement for full standby customers to inject into the Companies' storage 

facilities and penalizing transportation customers who fail to do so. 

1. Transportation Customers Should Not Be Requ'ired To Inject Gas 
Into Storage If They Obtain Gas Directly For Delivery. 

Under current Rider FST, a customer does not have to inject gas into storage. For 

example, Multiut does not inject gas into storage but rather meets its requirements under 



the tariff by either providing contract gas for delivery or receiving "full standby" gas 

from the Companies. 

The Proposed Order would require Multiut to change its operations by requiring it 

to inject 70 per cent (for Peoples) and 85 per cent (for North Shore) of Multiut's 

"allowable bank" into storage before November 3oth of each year or face paying a penalty 

of 110 per cent of the Average Monthly Index Price (AMIP) in each November for the 

"shortfall" in injections. Proposed Order at 262. The Order recognizes that imposing this 

new requirement on Multiut would "effectively impose a penalty on its operations." 

Proposed Order at 263. 

The Proposed Order at 273 also found that it was "surprised" that Multiut did not 

inject gas into the Companies' storage "since transportation customers often hedge 

against winter prices by buying summer gas." However, hedging can take many forms, 

not all of which require physically taking delivery and depositing the gas into the 

Companies' storage. Multiut has found its current method as the best way it can save its 

clients money. 

By mandating that Rider FST customers inject into the Companies' storage 

facilities, the Proposed Order ignores the fact that "the tariffs imposed under Rider FST 

already account for any costs associated with storage." Multiut Ex. 1.0 at P. 7. By 

requiring injections into the Companies' storage facilities, the Proposed Order is adding 

to the injeclion/withdrawal issues on the Companies' storage facilities since it will 

increase injections and withdrawals by adding companies who would be required to use 

the facilities. In addition, by requiring Multiut to purchase and inject gas into storage in 
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the summer, the Order defeats the purpose of Rider FST which is precisely to provide 

FULL STANDBY service to the customer. 

II. Nicor Requires Mandatory Injections Only for Customers Who Utilize 
Storage Bank Services. 

The Order also errs in stating that the mandatory injections for Rider FST merely 

mirror what the Commission approved in Nicor's rate case, ICC Docket No. 04-0779. In 

Nicor, there is a separate tariff for the use of Nicor's storage by transportation customers. 

Nicor's Storage Banking Service charge "is a serve offered to Transportation customers 

which allows them to serve all or par of their demands from supplies of gas that they 

have previously stored in Nicor Gas' storage fields." Final Order Docket No. 04-0779 at 

120. This is a different charge than Nicor's Rider 25 which is equivalent to PeoplesNS 

Rider FST. Nicor's Rider 25 does not automatically include Nicor's SBS charge and the 

requirements under SBS to inject into storage and pay any penalty provisions for failure 

to do so. Thus, the Proposed Order significantly parts with the Nicor order that the 

Proposed Order states it is attempting to incorporate into this Docket. 

The Proposed Order should be changed to exclude from the minimum mandatory 

injection requirements those customers who do not inject any of their third party gas into 

the Companies' storage facilities. 

Ill. Customer Input Should Be Required For New Tariff For Restricting 
Daily Nominations. 

Multiut also excepts to the Proposed Order at 272 where it requires the 

Companies to create a tariff that addresses how the Companies may restrict deliveries. 

This procedure does not allow Multiut or others to comment upon the tariff so that it does 
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not include onerous provisions that would continue to allow the Companies to 

unilaterally restrict daily nominations. As Multiut's witnesses testified, the Companies 

imposed nomination restrictions for 460 days in the past three years, or 42 per cent of the 

time. Multiut Ex. 1.0 at 5. Merely "formalizing" an unacceptable practice does not solve 

the problem. The tariff should be subject to further customer review and comment, either 

by a specific tariff review prior to the expiration of the period for filing motions for 

rehearing by providing the proposed tariff to customers or spinning the tariff out into a 

separate docket. 

Multiut requests that the Proposed Order be amended to include the above 

changes. 

lrcbl 
Richard C. Balough 

RICHARD C. BALOUGH 
Attorney at Law 
53 W. Jackson Blvd. Ste. 936 
Chicago IL 60604 
3 12.834.0400 
rbalounh@,balounh.com 
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PROPOSED SUBSTITUTE LANGUAGE 

A. Large Volume Transportation Program 
* * * 

4. Injection, Withdrawal and Cycling Requirements 
seasonal cycling requirements 

* * * 

Commission Conclusion 

Seasonal Cycling Requirements 
In Nicer we approved a seoarate tariff for Storage bank in^ Services for 

transportation customers who elected to olace pas in Nicor's storage facilities. This tariff 
does not reauire transuortation customers to inject _pas into storage. In connection with 
the SBS tariff. we approved in Nicor a fall injection target but not a spring withdrawal 
target that is apolicable onlv to t r a n s p o r t a t i o n c u s t o m e r s t  to take advantaee of 
the SBS tariff. The Commission concluded that the fewtet: fall injection target for 
Nicor's transuortation c u s t o m e r ~ w a s  a valid 
operational requirement that would not unduly burden &gg transportation customers 
utilizing banking services, but the latter was not. N-, at 146. We are not persuaded to 
approve a different regime in these dockets. The Utilities generally assert that "the 
storage and standby rights of each Utility's transportation customers need to be shaped to 
be consistent with each Utility's individual gas supply portfolio, and each Utility needs to 
have an annual mechanism to adjust those rights as its individual gas supply portfolio 
changes." That is not enough to outweigh the considerable difficulties the seasonal 
cycling requirements will present for transportation customers. E.g., CNEG Init. Br. at 
20-24. L s  alw not enough to outweigh mandating transportation customers to iniect gas 
into the Utilities storage facilities when certain transuortation customers do not currently 
iniect pas into the Utilities' storage facilities. To do so would only enhance the 
iniectionlwithdrawal oroblem for the Utilities. While we are willing to subordinate those 
difficulties to the Utilities' operational needs during the heating season, the balance tips 
in the transportation customers' favor in the spring. 

We note that the Utilities attempt to elide our N& ruling by claiming that "[tlhe 
reason the Commission did not impose a spring withdrawal target on Nicor Gas' 
transportation customers is that Nicor Gas itself did not routinely operate its system in 
accordance with the same spring withdrawal targets which it was trying to apply to its 
transportation customers." PGL-NS Rep. Br. at 150. That is misleading. The Order 
asserts multiple reasons for our ruling, with the greater emphasis placed on the burden the 
spring target imposed on transportation customers. 

The Commission also observes that the Utilities strongly emphasize the cycling 
requirements they face with respect to leased storage facilities. Without intending to 
minimize in any way the significance of those requirements, we see that the larger 
volume of stored gas managed by PGL resides in Manlove Field, where PGL establishes 
its own cycling schedule. Thus, most of the Utilities' own storage flexibility is 
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constrained by the general need to recycle Manlove, not by storage leases. That fact, in 
turn, allows some latitude when balancing the competing and equally legitimate needs of 
the Utilities and the transporters. 

The Commission will not require a common seasonal target for the two Utilities. 
They correctly demonstrate that they are separate entities with distinct profiles and tariffs. 
 he-utilities shall oreoare a &iff that allows for transportation custom&s to oot out of 
the mandatorv gas injections in a similar manner to the SBS tariff we aoproved in Nicor. 

7. Operational Issues 

a) In t ra  Day Allocations and Int ra  Day Nominations 

b) Delivery Restrictions 

Currently, during a delivery restriction, the subsequent day's delivery is limited to 
the prior day volume delivered. In CNEG's view, this is contrary to the utility's needs. 
Even though it would benefit the utility for a supplier to reduce deliveries, and perhaps 
sell some gas, the supplier will remain at the higher delivery volume and inject the 
unused gas into storage, additionally stressing the system. CNEG explains that the 
supplier must do this because, if it reduces its delivery to what it expects may actually be 
consumed, it is then prevented from later increasing deliveries back to more normal 
volumes (i.e. original baseload volume purchased for the entire month) until the delivery 
restriction is lifted. By reducing delivery volumes, a supplier risks being unable to 
deliver the gas volume necessary during subsequent days of the delivery restriction, when 
usage returns to more normal levels. Moreover, the supplier will be forced to continue to 
sell gas each day during the restriction, even if it no longer wants to. This paradox occurs, 
CNEG concludes, because delivery restrictions do not correlate to usage, but rather are 
tied to prior day deliveries which can range from a fraction of actual usage to multiples of 
daily usage. 

CNEG proposes alternatives. It suggests that instead of using prior day deliveries 
for limiting subsequent day deliveries, the prior criteria should be usage-based (such as 
average daily use for the month, or the same month in the prior year, or customer MDQ) 
plus a storage component. Or PGL could formalize a procedure for negotiating with 
Peoples on a case-by-case basis to impose a limited-time reduction in delivered volume, 
with a guarantee that subsequent deliveries could return to the required delivered 
baseload volume, even while a restriction remains. CNEG notes that PGL already works 
out such arrangements, but without a governing tariff provision. 
The Utilities reply that they impose delivery restrictions only when customer deliveries 
are disproportionate to customer consumption requirements. The Utilities recognize that 
the restrictions can be problematic for transportation customers, but emphasize the daily 
need to balance their systems, which makes delivery restrictions necessary at times. The 
Utilities assert that informal case-by-case negotiations are sufficient to enable a supplier 
to return to required baseload volume after a reduction, even while a delivery restriction 
continues. However. as Multiut pointed out in its testimony. in the most recent three 
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=for which data was available. the Utilities imvosed restrictions on daily 
nominations for 42 oer cent of the davs. This indicates that there must be some obiective 
standards set before the Utilities can restrict transoortation customers' dailv nominations. 

Commission Conclusion 

The Commission does not question that that there are times when the Utilities 
must impose delivery restrictions to balance their systems. We do not perceive CNEG to 
question that need either. Rather, CNEG and Multiut seeks a solution for a collateral 
adverse consequence of imposing ftesessttq. restrictions t h t ! ~  
sururisine freauency. In turn, the Utilities do not question that the adverse consequence 
occurs. Indeed, they acknowledge working informally with transporters to alleviate the - - 
problem rationally. -- ~ f o k a l  process is necessary 
to ensure that the Utilities do not abuse the orocess and to give a measure of oredictability 
to the orocess so that transport&on customers can anticioate when restrictions will be 
imposed and to formalize the process for permitting transportation customers to return to 
baseload volume after a reduction, prior to termination of the delivery restriction. The 
Commission prefers a formal recognition of the process, to preclude discrimination and 
eliminate ambiguity for all stakeholders. Accordingly, we direct the Utilities to create a . . . 
tariff provision explicitly authorizing what has thus far been informal. 

-. The Utilities aredirected to oreoare a tariff that formalizes this 
process. The tariff shall be oresented to the transoortation customers within 10 davs of 
the entrv of this Order so that the customers may have an ooportunitv to comment uoon it 
before the expiration of the rehearing oeriod in this Docket. 

8. Other Large Volume Transportation Issues 

c. Cash-outs Index 

The Utilities propose to sell gas to a customer at 110% of the AMIP and to buy 
gas from a customer at 90% of AMIP to the extent such customer fails to comply with the 
Utilities' end-of season-storage inventory requirements. They characterized these 
provisions as reasonable incentives to compliance. They note that the costs and revenues 
of these purchases and sales are accounted for in Rider 2, Gas Charge, so there is no 
financial benefit to the Utilities from this pricing structure. 
Multiut considers these purchase and sale provisions as penalties. Multiut does not 
currently inject gas into storage, and it contends that the AMIP provisions will cause it to 
purchase gas in the summer. 
u e s  to file a tariff that makes injection ootional as we did in the Nicor case. The 

That said, we have 
approved the Utilities' injection season cycling requirement as a reasonable storage 
management mechanism, so we will also approve the AMIP provision that promotes 
compliance with that mechanism. We note that the potential purchase and sale of the 
same gas that Multiut predicted cannot occur, given our disapproval of the withdrawal 
season cycling requirement a n d d e r  our findine concern in^ iniections. we 
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no longer reauire mandatorv iniections for FST customers who do not otherwise iniect 
their gas into the Utilities' storage facilities. 

Commission Conclusion 

The AMIP provision is approved for the injection season and rejected for the 
withdrawal season. 
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CERTIFICATE OF SERVICE 

I, Richard C. Balough, do hereby certify that a true and correct copy of Multiut 
Corporation's Brief on Exceptions with Proposed Substitute Language was served via 
electronic means to the Service List in Docket Nos. 07-0241-42 on this 14" day of 
December 2007. 

/ r c b /  
Richard C. Balough 
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