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1This Brief is organized to be consistent with the captions in the Proposed Order.
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 BRIEF ON EXCEPTIONS OF THE ILLINOIS INDUSTRIAL ENERGY CONSUMERS

COME NOW the Illinois Industrial Energy Consumers (“IIEC”), by their attorneys, Lueders,

Robertson & Konzen, LLC., and pursuant to 83 Illinois Administrative Code Part 200.830, offer the

following Brief on Exceptions to the Administrative Law Judges’ (“ALJs”) Proposed Interim Order

(“Proposed Order”) dated November 26, 2007. 

INTRODUCTION

 IIEC respectfully takes exception to the Proposed Order’s recommendation that the

Commission approve the proposal of North Shore Gas Company (“North Shore”) and the Peoples

Gas Light and Coke Company (“Peoples”) (collectively the “Companies”) to adopt a target injection

threshold, which would require customers to inject gas into the Company’s storage facilities by

November 30 of each year equal to 70% of the customer’s Allowable Bank (“AB”) for Peoples and

85% for North Shore; (See Proposed Order at 264); and the Proposed Order’s recommendation that

the Commission reject the Unbundled Storage Bank (“USB”) service recommended by IIEC and

others. (See, Proposed Order at 266-267).  If the Commission does reject the USB proposal IIEC

recommends, the Proposed Order should be modified to require Hub revenues to be equitably shared

with transportation customers.1 

Specifically, IIEC recommends the following:

1. The Proposed Order should be modified to reject the Fall injection

requirement, which would mandate customers inject  into the Companies’



2IIEC addressed issues relating to seasonal cycling requirements at pages 10-11 of its
Initial Brief and at pages 2-5 of its Reply Brief.  IIEC incorporates by reference those identified
portions of its Initial and Reply Briefs.
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storage facilities by November 30th of each year an amount of gas equal to

70% of the customer’s AB for Peoples and 85% of the AB for North Shore.

2. The Proposed Order should be modified to require the Companies to offer

USB service.

3. In the alternative, the Proposed Order should be modified to require the

Companies to credit Hub revenues on the basis of total through put, not on

the basis of sales through the PGA.

X. TRANSPORTATION ISSUES

C. Large Volume Transportation Programs

4. Injection, Withdrawal and Cycling Requirements, Seasonal Cycling
Requirements.

a. Seasonal Cycling Requirements

The Proposed Order correctly concludes that the Commission should not approve the

Companies’ proposal to require transportation customers to reduce their gas in storage to a level

equal to 35% of their  AB on the Peoples; System and 24% of their AB on the North Shore system.2

However, the Proposed Order incorrectly concludes the Companies’ proposal to require

transportation customers to fill their storage up to 70% of their AB on the Peoples’ System and 85%

of their AB on the North Shore System, by November 30 of each year should be approved.

(Proposed Order at 264-265).   The Proposed Order refers to these injection requirements as the



3Companies witness Zack explained that diversity of customer demands for gas allowed
Peoples to cycle its Manlove storage in a manner to meet the Spring withdrawal and Fall
injection requirements.  (Id).  It should be noted that on its face, cycling requirements that can
only be met by a utility on an aggregate basis are unjust and unreasonable when imposed on each
individual customer.
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“Fall injection requirement”.  (Proposed Order at 264)

The Commission should not accept the imposition of a Fall injection requirement for 

transportation customers.  The record here demonstrates the Commission should reject the

Companies’ seasonal cycling requirements in their entirety.

The Companies have not provided any empirical evidence whatsoever that service to sales

customers has been impaired or that sales customers have been financially harmed in the absence

of such requirements over the last ten years.  (Rosenberg, IIEC/CNE/VES Ex. 1.0 at 4).  In fact, the

record shows that historically, Peoples has been able to cycle its storage without imposing cycling

requirements on transportation customers and that such requirements may actually harm sales

customers.  (Id at 21).  The record also shows that Peoples and North Shore have historically been

able to meet the proposed seasonal cycling requirements, in the aggregate, without imposing such

requirements on individual transportation customers.  (See, Zack, Tr. 599-600). Therefore, the

Companies have not justified the implementation of any cycling requirements on individual

transportation customers including, but not limited to the Fall injection requirement.3

Furthermore, the Companies presented no evidence to support the conclusion that their

ability to operate their bundled storage assets has been impaired by the absence of seasonal cycling

requirements of any kind.  Indeed, IIEC presented irrefutable evidence demonstrating that assuming

that gas prices are higher in the winter (withdrawal) period than in the non-winter (injection) period,
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the Companies’ proposal would actually cost sales customers money.   (Rosenberg, IIEC/CNE/VES

Ex. 1.0 at 23 and 24, Sch. 3 and 4).   Companies witness Zack confirmed that higher gas costs in the

winter is the norm. (See, Zack, NS Ex. 1.0 Rev, at 9 discussing normally lower cost summer gas in

storage for use in winter months.) The Companies confirmed that under those conditions, sales

customers would be better off in the absence of such restrictions than with them.   (See, Rosenberg,

IIEC/CNE/VES Joint Ex. 2.0 at 18; Peoples/North Shore, Ex. TZ 2.03 at 1-2).  While it is true that

storage allows transportation customers to save money, Dr. Rosenberg noted that this does not

translate into sales customers being harmed; transportation customers are entitled to any savings

they can achieve by using their pro rata share of storage (IIEC/CNE/VES Ex. 2.0 at 12).  Staff

witness Dr. Rearden as well confirmed that Mr. Zack’s suggestion that transportation customers are

being subsidized was an incorrect characterization. (Rearden, Staff Ex. 24.0 Corr. at 9).  

Under the circumstances the Commission should not approve an approach that will actually

cost sales customers money by imposing cycling requirements of any kind on transportation

customers in this proceeding especially since the absence of such requirements has not harmed sales

customers.  No portion of the Company’s cycling requirements, including the Fall injection

requirement, should be adopted in this proceeding.

Therefore, IIEC proposes the Commission’s conclusion at pages 264-265 of the Proposed

Order be modified to read as follows:

IIEC and others oppose the Companies’ proposed cycling targets.
Among other things, they argue that the proposals will interfere with
the operational needs of transportation customers and that historically
the Companies have been able to cycle their storage assets without
imposing these additional burdens on transportation customers.  They
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also argue that the cycling targets are potentially harmful to sales
customers and that the Companies have not required the use of these
cycling targets for the past ten years to provide reliable service.  

Requiring Transportation Customers to have their storage capacity
filled to 70% on the Peoples system and 85% on the North Shore
system by November 1 and emptied to 35% on the Peoples system
and 24% on the North Shore system by March 31, will unnecessarily
diminish the flexibility of transportation customers.  

The Companies have previously managed to operate their storage
assets in the absence of these requirements.  The Commission
concludes that the Companies have not shown this operational
measure will enhance their ability to provide adequate and reliable
service without imposing an unreasonable burden on transportation
customers.

In sum, the record does not support the Companies’ cycling
requirements for transportation customers.  While the Commission
does not question the need to fully cycle storage assets, it is not clear
that transportation customers need to reduce storage volumes to the
levels recommended by the Companies on March 31 or fill their
storage capacity to the levels requested by the Companies on
November 30. The record shows that historically Peoples has been
able to reduce its aggregate storage volumes to 35% of capacity by
March 31 and increase storage volumes in the aggregate to 70% of
capacity by November 30 of each year.  It has been able to
accomplish this without placing seasonal cycling requirements on
individual transportation customers.  Finally, the interveners raised
a legitimate concern that combining a withdrawal target with an
injection target might be particularly burdensome for transportation
customers.

b. Daily Injection Limits

5. Unbundled Storage Bank

The Proposed Order recommends that the Unbundled Storage Service (“USB”) proposal

made by IIEC, Vanguard Energy and Constellation NewEnergy be rejected.  (Proposed Order at



4IIEC addresses the USB proposal at pages 11-17 of its Initial Brief and pages 15-16 of
its Reply Brief.  IIEC incorporates, by reference, those identified portions of its Initial and Reply
Briefs.
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267).4  The Proposed Order rejects the UBS for two reasons.  First, that transportation customers

would benefit disproportionately from the Companies’ lowest cost storage asset (Manlove Field).

Second, that there is an absence of evidence in the record that “disproves the utilities’ assertion that

USB will interfere with their ability to manage their storage assets for the benefit of all customers.”

(Id).  IIEC respectfully disagrees.  

The Proposed Order has overlooked the fact that other Illinois utilities offer unbundled

storage service to their transportation customers apparently without the adverse impact to sales

customers assumed by the Proposed Order.  Nicor offers a storage banking service (“SBS”) to its

transportation customers.  (See, Nicor, ICC Dkt. 04-0779, Order, September 20, 2005 at 105).  That

service allows transportation customers to serve all or a part of their load from Nicor storage fields.

(Id at 120).  Indeed, the Proposed Order overlooks that Peoples already offers unbundled storage

service to third parties such as North Shore and offered such service to Merrill Lynch.

(IIEC/CNE/VES Ex. 1.0 at 6-7).  Furthermore, the Hub services offered by Peoples include storage

service associated with Manlove Field.  (See, Proposed Order at 97 discussing Peoples Hub

services).  Peoples offers this service to non-jurisdictional customers.  Peoples actually expanded

the storage capability of Manlove in order to be able to provide such services. (Id.) Peoples is

apparently able to provide such services without impairing its ability to manage its system for the

benefit of all customers.  Certainly it is reasonable to conclude that it could also offer a similar

service to its own retail customers without unduly burdening its storage operations.  Witnesses for



5IIEC demonstrated that the storage service referenced by the Companies’ witness was
really bundled storage because customers taking the service had to also take service under SC2. 
(Rosenberg, IIEC/CNE/VES Ex. 2.0 at 6).
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the Companies actually argued that transportation customers receive base rate storage under current

rates.  (Peoples/North Shore Ex. TZ-2.0 at 14).5   Companies witness Mr. Zack testified that USB

would differ very little from the currently available base rate component of the Allowable Bank.

(Peoples/North Shore TZ Ex. 2.0 at 15).   Obviously the Companies have been able to provide

banking service similar to USB under its current rates without impairing their ability to manage their

system or unduly burdening storage operations.  This contradicts the Companies’ position, adopted

by the Proposed Order, that USB would unduly burden storage operations.

The inability of the utilities to demonstrate that storage operations are impaired by the

actions of transportation customers has been a basis for the Commission to reject utility proposals

to limit the flexibility of transportation customers, through the imposition of increased restrictions

and requirements on the use of storage, in other cases.  (See, Nicor, ICC Dkt. 04-0779, Order,

September 20, 2005 at 131 rejecting Nicor’s proposal to limit transportation customers’ daily

nominations because Nicor failed to present evidence that transportation customers had intentionally

or actually interfered with Nicor’s efforts to operate its storage fields.)   In the case at bar, the

Proposed Order overlooks the fact that Peoples has failed to present any valid evidence that offering

storage service to transportation customers similar to that already offered to Hub customers, North

Shore and Merrill Lynch or the storage service it allegedly offers transportation customers taking

service under current SC2 will impair its ability to manage or operate Manlove Field and other

storage assets, for the benefit of all customers, on an on-going basis.  In the absence of such
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evidence, the Commission should accept the USB proposal.  

Also, transportation customers would not benefit disproportionately from the Companies

storage simply because they are given access to Manlove storage without being required to purchase

other more expensive services from the Companies.  The simple fact that Manlove is capable of

providing storage service at a cost that is lower than the pipeline leased storage, is not a basis for

preventing customers from choosing only that service.  Many transportation customers may not need

or require the augmented services provided by leased storage.  It would be uneconomic, to say that

least, to require transportation customers to pay for this expensive storage, even when not needed,

simply so that they may have access to Manlove.  Perhaps the issue would be problematic if Dr.

Rosenberg were proposing a disproportionate share of Manlove.  However, that is not the case as

demonstrated in Dr. Rosenberg’s evidence. (See, Rosenberg, IIEC/CNE/VES Ex. 2.0 at 13

explaining that transportation customers would be entitled to 37.7% of the capacity of Manlove

under his proposal, even though they represent 40% of system deliveries.)  Moreover, even assuming

arguendo that apportionment of Manlove capacity was a difficulty, the appropriate solution would

be to place further limits on the amount of unbundled storage service offered, not to reject the

principle in its entirety.    

In addition, the Proposed Order overlooks or misapprehends that it is non-transportation

customers/sales customers who benefit disproportionately from the Companies’ lowest cost storage

asset.  The Proposed Order concludes that the Companies should be allowed to continue to offer Hub

services.  Hub services include Manlove storage.  (Proposed Order at 97).  Revenues collected by

the Companies for these services flow through the Companies’ purchased gas adjustment (“PGA”).



6IIEC wishes to point out also, that on the Nicor system, any firm storage that is not
subscribed to by transportation customers, is provided to the Nicor Hub on an interruptible basis.
(Nicor, ICC Dkt. 04-0779, Order, September 20, 2005 at 107, 117).  Apparently on the Peoples
system, Peoples prefers to offer firm storage to its Hub regardless of whether transportation
customers would like the opportunity to subscribe to that storage in the first instance.
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 (Id.). Thus, the credit for Hub revenues applies only to sales gas.  Since transportation customers

basically acquire their own gas, they receive little or no benefit from the sale of Manlove capacity

to non-jurisdictional customers. In proposing USB service, these customers simply seek the right

to purchase unbundled storage from the Companies as Hub customers are apparently permitted to

do.  Under circumstances where sales customers are the primary beneficiary of Hub revenues, and

those revenues are produced from a storage asset whose costs are reflected in the Companies’ base

rates, paid by transportation customers, it is not unfair or inequitable to require the Companies to

offer USB service.

If, for any reason, the Commission should decline to direct the Companies to offer USB

service, it should, at a minimum, amend the Proposed Order to require the Companies to share Hub

revenues with all customers in a more equitable fashion by crediting those revenues on therms

delivered to all customers rather than on sales volumes only through the PGA.6   There is precedent

for crediting such revenue on the basis of total therms delivered. Nicor offers unbundled storage to

transportation customers and credits Hub revenues on total deliveries to all customers - sales and

transportation. (Nicor, ICC Dkt. 04-0779, Order, September 20, 2005 at 178).

It is neither fair nor equitable to provide one group of customers, sales customers in this

instance, with the disproportionate benefit of Hub revenues,  produced by the sale of storage

capacity to which transportation customers wish to subscribe, and at the same time, to offer that
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unsubscribed additional storage capacity to non-jurisdictional Hub customers.

Therefore, the Proposed Order should be modified at page 267 by deleting the last full

paragraph on that page and inserting the following language in its place:

The Commission will approve the USB proposal in this case.  We
agree with IIEC that the Companies have been providing the same or
similar service to other customers, jurisdictional and non-
jurisdictional, without impairing its ability to manage its storage
assets for the benefit of all customers in the past.  There is nothing to
indicate that it will be unable to do so in the future simply because it
offers the same or similar service to transportation customers under
the USB proposal.  Furthermore, we agree with IIEC that sales
customers are apparently receiving the disproportionate benefit from
the Companies’ lowest cost storage asset by reason of the fact that
Hub revenues are credited to customers through the PGA.  Under
such circumstances, it is not unreasonable to allow transportation
customers to purchase unbundled storage from Manlove Field on the
basis of a cost based rate.  We also agree with IIEC that the
Companies’ examples of potential harm to other customers are based
on unrealistic assumptions. Therefore, they do not demonstrate that
other customers will be harmed by this proposal and indeed, the
ability of the Companies to offer service similar to USB to other
customers, jurisdictional and non-jurisdictional, on a historic basis
without any apparent harm to other customers or the ability of the
Companies to manage their storage assets for the benefit of other
customers, is persuasive.  Therefore, the Companies will be required
to offer USB service as proposed by IIEC.

In the alternative, if the Commission elects not to accept USB as proposed by IIEC, then at a

minimum, the Proposed Order should be modified or amended by adding the following language

at page 112 between the second full paragraph and the third full paragraph:

However, the Commission finds that the Companies’ method for
crediting Hub revenues through the PGA is no longer appropriate and
is inequitable. As the Staff has indicated in its argument against USB,
all customers (sales and transportation customers) pay base rates
which reflect the costs and availability of all storage resources the
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Companies own or lease.  Under such circumstances, it is
inappropriate to allocate Hub revenues, produced by the sale of the
lowest cost storage asset to non-jurisdictional customers, primarily
to sales customers. The Commission agrees with IIEC and others who
suggest that Hub revenues should be credited to all customers on the
basis of therms delivered as opposed to crediting those revenues
through the PGA.

CONCLUSION

For the reasons stated above, the Proposed Order should be modified to reject in its entirety

the seasonal cycling requirements for individual transportation customers as proposed by the

Companies.  In addition, the Proposed Order should be modified to accept the USB proposal or, in

the alternative, and at a minimum, modified to require that Hub revenues be credited to customers

on the basis of therms delivered rather than through the PGA.

DATED this 14th day of December, 2007.
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