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                  REPLY BRIEF ON EXCEPTIONS OF THE RETAIL GAS SUPPLIERS 
 

NOW COME Dominion Retail Inc., Interstate Gas Supply, and U.S. Energy 

Savings Corporation (collectively “Retail Gas Suppliers” or “RGS”), through their 

attorney, and file their Reply Brief on Exceptions to the November 26, 2007, 

Administrative Law Judge’s Proposed Order (“ALJPO”) in the above captioned 

proceeding. 

I. INTRODUCTION 

Throughout this proceeding, RGS has raised several issues relating to the Choices 

For You (“CFY) program of Peoples Gas Light and Coke Company and North Shore Gas 

Company (collectively “the Company”).  RGS showed that the Company has created an 

imbalanced playing field that makes it difficult for CFY suppliers to compete with the 

Company for small commercial and residential sales customers.  None of the Briefs on 

Exceptions addressed these issues.  There are, however, two issues discussed in the 

Staff’s Brief on Exceptions that require the response of RGS.  First, the Staff discussed 

the rejection of its recommendations on the treatment of the Hub, arguing that the Hub 

services are not cost beneficial to ratepayers.  As discussed below, the Staff should have 

noted that the Hub harms all customers that rely on the Company’s storage, including 

CFY customers and it should have ensured that all customers receive the benefit of any 

revenues generated by the Hub. 

Second, Staff proposes that the Commission refuse to implement one of the 

conditions in the Settlement Agreement between the parties in the merger of the 

Company and WPS, by refusing to order the provision of residential customer list to CFY 

suppliers.  As shown below, the Staff does not provide any justification for that action. 
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II. HUB SERVICES  (V. OF ALJPO) 

The Staff’s Brief on Exceptions addresses several issues caused by the 

Company’s provision of Hub services.  Such services use system assets to provide gas 

transportation and storage services.  Among the Staff’s objections is that it believes the 

ALJPO does not fairly share Hub revenues with ratepayers: “The PO fails to state clearly 

that Hub services are supported by Peoples Gas’ entire system and that revenues 

appropriately flow through the PGA.” (Staff BOE, p. 45).   

 While the Staff has identified a valid issue, the solution creates another problem.  

The Staff has shown that Hub services are supported by Peoples Gas’ entire system.  The 

problem is that the Staff’s solution is to request that Hub revenues flow through the PGA.  

More precisely, the charge has been, and would be, flowed through the Commodity Gas 

Charge, which is only paid by sales customers.  Although the ABGC charge paid by CFY 

customers is also part of the PGA, the current and proposed treatment of Hub revenues 

flows them solely through the Commodity Gas Charge.  Such treatment would not benefit 

all ratepayers of Peoples.  Instead it would only benefit sales customers purchasing gas 

from the Peoples.  Unless the Commission directs that Hub revenues also flow through 

the ABGC component of the PGA, residential and commercial CFY customers would see 

no benefits from such a distribution of Hub revenues.  The gas price that CFY suppliers 

are competing against would be artificially lowered due to the flow back of Hub 

revenues, and create an unfair and anticompetitive situation. 

 Moreover, it is not just the Hub services that are using system assets paid for by 

all ratepayer that create an unfair subsidy.  As shown throughout RGS’ testimony and 

briefs, all of the assets, including upstream storage and supporting pipeline transportation 

contracts and the on-system Manlove storage field, are used to create an unfair cross-
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subsidy.  The Company uses those assets to supply system gas and does not allocate 

equivalent storage and withdrawal rights to the suppliers that serve CFY ratepayers, even 

though the sales and CFY customers clearly paid for the assets in use.  The use of these 

assets to provide Hub services aggravates the problem, particularly if any revenues from 

the Hub are flowed through solely to sales customers. 

Throughout this rate case, RGS has made a number of attempts at describing the 

current inequities that exist on the Company systems related to CFY customers.  Simply 

stated, CFY customers, through a combination of base rates (with respect to the on-

system storage) and the ABGC charge (with respect to the off-system assets, which 

include both contract storage with ANR and NGPL as well as various firm transportation 

pipeline capacity contracts), pay for the same capacity assets as sales customers, yet 

receive significantly reduced rights with respect to those assets.  In fact, CFY customers 

are paying for assets equivalent to serve nearly 100% of a peak day need, (as well as 

annual usage rights that should flow with those assets), yet do not receive the following: 

• any allocation or utilization rights related to upstream assets [which 

includes (i) upstream storage assets, and (ii) fixed transportation contract capacity.  RGS 

Direct Testimony Witness Jim Crist pp. 14-22; Company Response to Data Request RGS 

1.14;  

• daily access to on-system and off-system storage in excess of the 10% plus 

or minus daily delivery tolerance (which is significantly limited, as discussed below) and 

only limited daily withdrawal rights with respect to the on-system storage, that are set in 

March of each year and do not change regardless of actual CFY pool load.   RGS Brief 

on Exceptions, p. 6.   
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The plus or minus 10% delivery tolerance that CFY customers are given on a 

daily basis does not overcome these deficiencies because it is not available on a critical 

day – the time it is needed the most.  Additionally, the 10% plus or minus tolerance is 

further limited by the 5% monthly tolerance, which forces CFY suppliers to minimize 

daily under or over deliveries.  

The inequity is evident.  The best solution is the set of proposals contained in the 

testimony of Mr. Crist that would equalize sales customer and CFY customer access to 

on-system storage and upstream assets.  The Commission should therefore approve RGS’ 

proposed Rider AGG in Ex. 2.1 or order the Company to release upstream storage and 

firm transportation capacity to CFY suppliers on a recallable basis.  The only other 

alternative is to eliminate the ABGC fee if the assets are not going to be assigned.  

Although this does not eliminate the inequity, it would greatly reduce the current gap 

between what CFY customers are paying and the access they have to those assets.   But 

regardless of which solution the Commission chooses, it should not allow the Company 

to flow all Hub revenues through to its own sales customers.  Thus, Hub revenues should 

also be flowed through the ABGC charge paid by CFY customers. 

If the Commission feels that the record lacks support for the primary 

recommendation of RGS, then a workshop should be ordered which would include the 

Company, RGS and the Staff.   Direction must be given to produce an agreement based 

on these concepts of equal asset allocation that would produce parameters to enable RGS 

Exhibit 2.1, Rider AGG, to be implemented.    
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III. CUSTOMER DATA LIST (X.D.2.A OF ALJPO) 

As a result of the settlement agreement in ICC Docket 06-0540 that was signed by 

the Company, intervenors and the Commission Staff, the Company agreed to provide 

CFY suppliers with customer lists containing names and addresses of its customers.  As a 

result of that settlement, RGS did not oppose the merger of the Company with WPS.  The 

Commission approved the merger and incorporated the settlement agreement in the 

approval order.  In this proceeding, the Company asked the Commission to direct it to 

provide that information, so there would be no question that it had the authority to do so.  

The ALJPO agreed and gave the Company the authority it requested to implement the 

settlement agreement. 

The Staff Brief on Exceptions opposes the implementation of this settlement 

condition.  Thus, Staff recommends that the Company not be required to provide 

residential customer data.  The Staff provides two reasons to invalidate this section of the 

settlement agreement; first, because customer consent would not have been obtained and 

second, because Nicor is not providing such information to CFY suppliers: 

Staff has consistently opposed providing any customer-specific 
information when the customer’s consent is not acquired. . . Supplying 
customer names and addresses without positive customer consent also 
contradicts the Commission’s ruling in Docket No. 04-0779. 
 
Staff BOE, p. 88. 
 
These two reasons do not support the invalidation of the settlement agreement.  It 

should be remembered that this portion of the order is not addressing sensitive financial 

or usage statistics.  The only data provided here is the name and address of customers.  

(While RGS would prefer to also obtain telephone numbers, the ALJPO decided 

otherwise and RGS did not challenge that decision in its Brief on Exceptions.)  In fact, 
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Staff notes in its Brief on Exceptions that Nicor will provide such data to anyone as long 

as they pay a fee for it.  Staff Brief on Exceptions, p. 89.  Staff does not appear to be 

concerned that Nicor does not obtain its customers’ consent prior to selling their names 

and addresses to interested parties.   RGS is puzzled that Staff thinks it is proper for Nicor 

to sell its customer lists without consent but it would be objectionable for the Company to 

provide the same data to CFY suppliers pursuant to the Settlement Agreement. 

Second, the fact that Nicor has not been ordered to provide such data without cost 

to CFY suppliers is hardly a reason to refuse to implement one of the provisions in the 

Settlement Agreement.  The whole point of the Settlement Agreement was for the 

Company to provide parties with assurances that it may not otherwise have been required 

to provide.  If the Commission is going to strip down the Settlement Agreement to only 

those conditions that other utilities are already meeting, there would have been no reason 

for any party to have negotiated that agreement and provided their consent to the merger. 

The Commission should therefore reject all of the language suggested by the Staff 

on this issue of customer data lists. 

IV. CONCLUSION 

The Commission should adopt the recommendations contained in RGS’ Brief on 

Exceptions and those provided above in this Reply Brief on Exceptions. 
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Dated:  December 21, 2007 
  

Respectfully submitted, 
Retail Gas Suppliers 
 
s/  Stephen J. Moore         _ 
By:  Stephen J. Moore 
 
Stephen J. Moore 
Thomas H. Rowland 
Kevin D. Rhoda 
Rowland & Moore LLP 
200 West Superior Street, Suite 400 
Chicago, IL  60610 
(312) 803-1000 (voice) 
(312) 475-1589 (fax) 
steve@telecomreg.com 
tom@telecomreg.com 
krhoda@telecomreg.com 



 8

BEFORE THE  
ILLINOIS COMMERCE COMMISSION 

 
North Shore Gas Company and  ) 
The Peoples Gas Light   ) 
And Coke Company )     Docket No. 07-0241 
 )     Docket No. 07-0242 
Proposed General Increase ) 
In Rates for Gas Service  ) 
 
 
 

CERTIFICATE OF SERVICE 
 
 

I, Stephen J. Moore, hereby certify that the foregoing brief, together with this Certificate of 
Service, were sent to all parties of record listed on the attached service list by e-mail or U.S. 
Mail on December 21, 2007.   

 

     s/ Stephen J. Moore__________________  

     Stephen J. Moore 

 
 
 

 


