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Direct Testimony of Jason R. Kawczynski 
 

I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAMES AND BUSINESS ADDRESSES. 2 

A. My name is Jason R. Kawczynski and my business address is N21 W23340 3 

Ridgeview Parkway, Waukesha, Wisconsin 53187-2226. 4 

 5 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 6 

A. I am an Associate of Volume Management for Constellation NewEnergy – Gas 7 

Division, LLC (“CNE-Gas”).   8 

 9 

Q. HOW LONG HAVE YOU BEEN EMPLOYED IN YOUR CURRENT 10 

POSITION? 11 

A.   I have been employed by CNE-Gas since June of 2005.  I was promoted into my 12 

current position in September of 2008, at which time I became the Team Lead for 13 

all Illinois utilities.   14 
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 15 

Q. PLEASE EXPLAIN THE JOB RESPONSIBILITIES AND DUTIES OF 16 

YOUR CURRENT POSITION? 17 

A. I am responsible for the day-to-day operation and management of customer 18 

accounts including tracking and analyzing customer’s natural gas consumption, 19 

daily and monthly supply forecasting, daily nominations, balancing, and the 20 

validation of delivery and usage data.  I work directly with the Volume 21 

Management Analysts for the Illinois, Indiana and Wisconsin region.  My work 22 

group interfaces regularly with personnel from The Peoples Gas Light and Coke 23 

Company (“Peoples Gas”) and North Shore Gas Company (“North Shore”).   24 

 25 

Q.  PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 26 

EXPERIENCE. 27 

A. My resume is attached hereto as CNE-Gas Exhibit 1.1.  28 

 29 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE ILLINOIS 30 

COMMERCE COMMISSION (“COMMISSION” OR “ICC”)? 31 

A. Yes.  I testified on behalf of CNE-Gas in Docket Nos. 09-0309, 09-0310, and 09-32 

0311 (consol.), rate increase proceedings for the Ameren Illinois Companies 33 

(“Ameren”).  In Docket No. 11-0046, the merger proceeding for AGL Resources, 34 

Inc. and Nicor Inc., I filed direct testimony on behalf of Retail Energy Supply 35 

Association (“RESA”) and Interstate Gas Supply of Illinois (“IGS”) which was 36 
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subsequently withdrawn pursuant the terms of a Settlement Agreement reached 37 

between parties.     38 

 39 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING TODAY?   40 

A. I am testifying on behalf of CNE-Gas.  Mr. Michael Gorman, who is also 41 

testifying on behalf of CNE-Gas and IIEC, will describe the IIEC in his 42 

testimony.   43 

 44 

Q. PLEASE DESCRIBE CNE-GAS’ BUSINESS. 45 

A. CNE-Gas is a full-service natural gas marketer that supplies natural gas and 46 

related transportation services to more than 16,000 commercial and industrial 47 

customers, municipalities, local distribution companies and cogeneration 48 

facilities, including customers in the service territories of Peoples Gas and North 49 

Shore (“Peoples”, or collectively, the “Company”).  CNE-Gas’ retail natural gas 50 

market includes 30 U.S. states and two Canadian provinces.  In addition to our 51 

office in Illinois, CNE-Gas is headquartered in Louisville, Kentucky and has 52 

regional offices in Michigan, Ohio, Wisconsin, California, Oklahoma, Maryland, 53 

New York, Pennsylvania, Missouri, Arkansas, Kansas, Minnesota, Iowa and 54 

Nebraska.  CNE-Gas is a wholly owned subsidiary of CNE Holdings, Inc. (“CNE 55 

Holdings”).  CNE Holdings is wholly owned by Constellation Energy Resources, 56 

LLC that in turn is wholly owned by Constellation Energy Group, Inc. (“CEG”).    57 

CEG subsidiaries provide regulated retail electricity and gas supply in central 58 

Maryland, including the city of Baltimore, and competitive wholesale and retail 59 
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electricity and gas supply, energy management and consulting services 60 

nationwide.   61 

 62 

Q. WHAT IS THE SUBJECT MATTER OF YOUR TESTIMONY? 63 

A. My testimony will cover the following subject areas: 64 

 The Company’s storage unbundling proposal for Large Volume 65 

Transportation (“LVT”) customers as described in the direct testimony of 66 

Company witnesses Ms. Grace (PGL Ex. 12.0, pages 32-44; NS Ex. 12.0, 67 

pages 29-41), Mr. McKendry (PGL Ex. 15.0, pages 5-8; NS Ex. 15.0, pages 68 

5-8), and Mr. Connery (PGL Ex. 14.0, pages 18-29; NS Ex. 14.0, pages 18-69 

29); and 70 

 The associated changes in riders in order to accommodate the Company’s 71 

storage unbundling proposal for LVT as described in the direct testimony of 72 

Company witness Mr. Connery (PGL Ex. 14.0, pages 29-32; NS Ex. 14.0, 73 

pages 30-32). 74 

 75 

Q. DO YOU HAVE ANY EXHIBITS THAT YOU PLAN TO SUBMIT IN 76 

SUPPORT OF YOUR TESTIMONY? 77 

A. Yes.  In support of my testimony, I offer the following exhibits: 78 

CNE-Gas Exhibit 1.1  Resume of Jason R. Kawczynski 79 

CNE-Gas Exhibit 1.2  PGL Storage Inventory Targets 80 

CNE-Gas Exhibit 1.3  NS Storage Inventory Targets 81 

CNE-Gas Exhibit 1.4  PGL Storage Inventory Balances 82 
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CNE-Gas Exhibit 1.5   NS Storage Inventory Balances 83 

 84 

Q. PLEASE SUMMARIZE YOUR DIRECT TESTIMONY.     85 

A. In this testimony, CNE-Gas recommends rejection of the specific Company 86 

proposal for unbundling storage service for LVT customers.  While unbundling 87 

remains a viable and valuable concept, the manner in which the Company 88 

proposes to implement storage unbundling for Rider SST is inherently flawed.  89 

Further, this testimony will show that several of the provisions of the Company’s 90 

unbundling proposal are unnecessary for the unbundling of storage service from 91 

standby service for LVT customers and in fact detrimental to those customers.  92 

CNE-Gas supports the unbundling of storage service from standby service, but 93 

not in the manner proposed by the Company.    94 

 95 

II. 96 
PRIOR COMMISSION DECISIONS BEHIND STORAGE UNBUNDLING. 97 

 98 

Q. WHAT DID THE COMMISSION CONCLUDE IN THE PRIOR RATE 99 

CASE REGARDING UNBUNDLING?   100 

A. Commission Staff witness David Sackett proposed that the Company unbundle 101 

storage service from standby service for Rider SST large volume transportation 102 

customers.  Where agreement on how to unbundle was not reached in the 103 

proceeding, it was recommended the parties work collaboratively prior to the 104 

Company’s next rate case filing to develop proposals for unbundling.  The 105 

Commission concluded: 106 
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The Commission agrees that it is reasonable for the Utilities to 107 
work with Staff and all other interested stakeholders to develop 108 
reasonable proposals for unbundling storage service.  The 109 
Commission finds that the Utilities should file any agreed upon 110 
proposals in their next rate cases.  To the extent Staff, participating 111 
stakeholders and the Utilities do not reach agreement, the Utilities 112 
should address this matter in those rate cases.  North Shore Gas 113 
Company and The Peoples Gas Light and Coke Company, Docket 114 
Nos. 09-0166/09-0167 (consol.), Order at 235 (January 21, 2010). 115 
 116 
       117 

Q. DID CNE-GAS PARTICIPATE IN THE COLLABORATIVE PROCESS? 118 

A. Yes.  In its response to Staff Data Request No. DAS 3.15, the Company describes 119 

the stakeholder portion of the process as “The Company then held a workshop 120 

(conducted by telephone with internet access to a presentation) to which 121 

stakeholders and the Staff were invited and participated.  The company provided 122 

an opportunity for interested parties to follow up with questions and to provide 123 

feedback to the meeting.”  CNE-Gas personnel participated in the January 11, 124 

2011 telephone call and, subsequent to the call, provided feedback to the 125 

Company.  126 

 127 

Q. MR. CONNERY SUGGESTS THAT FEEDBACK RECEIVED RESULTED 128 

IN A MODIFICATION TO THE COMPANY’S INTIAL UNBUNDLING 129 

PROPOSAL.  (PGL EX. 14.0, PAGE 23; NS EX. 14.0, PAGE 23)  DOES 130 

THE COMPANY’S MODIFIED FILING IN THIS DOCKET RESOLVE 131 

THE CONCERNS THAT CNE-GAS HAS ABOUT THE PROPOSAL IN 132 

THAT PROCESS?        133 

A. No it does not.   134 
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 135 

Q. DO YOU AGREE WITH MS. VALERIE GRACE’S ASSESSTMENT OF 136 

RIDER SSC IN HER DIRECT TESTIMONY?  (PGL EX. 12.0, PAGE 46; 137 

NS EX. 12.0, PAGE 43) 138 

A. Company witness Ms. Grace states “Rider SSC effectively addresses Mr. 139 

Sackett’s proposals by both unbundling base rate cost of storage from standby 140 

service, and recovering the cost of any unsubscribed storage.”  I believe her 141 

opinion that Rider SSC effectively addresses Mr. Sackett’s proposals is 142 

misleading.  Rider SSC does propose to unbundle the cost of storage and standby 143 

service and provides a means for the Company to recover the cost for 144 

unsubscribed storage.  However, the Company’s storage proposal also creates 145 

Rider SBS, eliminates Rider SST, and modifies Rider FST, all actions which 146 

reach far beyond what Mr. Sackett proposed as unbundling in the prior rate cases.  147 

Due to the significant deviations from Mr. Sackett’s proposals via storage cycling 148 

and monthly inventory targets, I do not agree that the Company’s proposal 149 

effectively addresses Mr. Sackett’s proposals.                 150 

 151 

III. 152 
THE COMMISSION SHOULD REJECT THE ELEMENTS OF THE COMPANY’S  153 

PROPOSAL THAT REACH FAR BEYOND STORAGE UNBUNDLING.  154 
 155 

Q. IS THE COMPANY STORAGE UNBUNDLING PROPOSAL FILED IN 156 

FEBRUARY ESSENTIALLY THE SAME STORAGE UNBUNDLING 157 

PROPOSAL AS THAT WHICH WAS PRESENTED BY THE COMPANY 158 

IN THE JANUARY WORKSHOP?  159 
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A. Yes, the proposed unbundled storage tariff is essentially the same as the proposal 160 

presented during the collaborative.  According to Mr. Connery the Company did 161 

somewhat adjust the monthly minimum and maximum storage inventory targets 162 

level percentages based on a comment during the collaborative, but the same 163 

structure remained.  (PGL Ex. 14.0, page 23; NS Ex. 14.0 page 23)  164 

         165 

Q. DOES THE COMPANY STORAGE UNBUNDLING PROPOSAL EXTEND 166 

BEYOND UNBUNDLING STORAGE SERVICE FROM STANDBY 167 

SERVICE? 168 

A. Yes.  The Company initially did not want to unbundle Rider SST Allowable Bank 169 

(“AB”) from standby service.  In Docket Nos. 07-0241/07-0242 (consol.), the 170 

Utilities opposed a proposal to offer an unbundled storage service to 171 

transportation customers.1  In the preceding rate cases the Utilities did not accept 172 

Staff’s proposal to unbundle.2  Eventually the Company did agree “to work 173 

collaboratively with Staff, prior to filing their next rate cases, to develop proposal 174 

for unbundling standby and storage services.”  (Id.).  The storage unbundling 175 

proposal that the Company has filed in the instant proceedings is far more 176 

detrimental than either Mr. Sackett’s unbundling proposal in the prior rate cases 177 

or the unbundling proposed by interveners in the 2007 rate case.   178 

 179 

                                                 
1 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 07-0241/07-0242 (consol.), Order at 279-280 (February 5, 2008). 
2 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 09-0166/09-0167 (consol.), Order at 235 (January 21, 2010). 
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Q. WHAT DO YOU MEAN THAT THE COMPANY UNBUNDLING 180 

PROPOSAL IS FAR MORE DETRIMENTAL THAN PREVIOUS 181 

UNBUNDLING PLANS? 182 

A. To fully understand what I mean, you must look at this in the context of the past 183 

several rate cases and the issues regarding gas transportation service and storage 184 

that were raised in those dockets. 185 

 Docket Nos. 07-0241/07-0242 (consol.): 186 

• The Company opposed an unbundled storage service for transportation 187 

customers.3 188 

• Instead, the Company proposed system shaping for gas transportation 189 

customers which included injection, withdrawal and storage balance 190 

limitations.  (Peoples Gas Ex. TZ-1.0, page 19)  Seasonal inventory 191 

requirements for Rider SST were proposed.  (Peoples Gas Ex. TZ-1.0, 192 

page 24)  The proposal included more defined seasonal shaping of storage 193 

injection and withdrawal rights, as well as seasonal storage balance 194 

requirements.  (Peoples Gas Ex. TZ-1.0, page 38) 195 

• In the Surrebuttal Testimony of Mr. Thomas E. Zack, the Company 196 

withdrew its original proposal for gas transportation storage injection, 197 

withdrawal and storage balance limitations.  (North Shore/Peoples Gas Ex. 198 

TEZ-3.0).   199 

                                                 
3 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 07-0241/07-0242 (consol.), Order at 279-280 (February 5, 2008). 
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• In its Order, the Commission approved a November 30th injection 200 

requirement (storage inventory target minimum) of 70% and 75% of 201 

Allowable Bank for Peoples Gas and North Shore, respectively.  The 202 

Commission rejected a spring withdrawal requirement (storage inventory 203 

target maximum).  Additional daily injection limits were also imposed.  204 

The Commission rejected storage unbundling for gas transportation 205 

customers.4 206 

 Docket Nos. 09-0166/09-0167 (consol.): 207 

• As in their 2007 rate cases the Utilities received approval for several 208 

major changes to the gas transportation programs, in the 2009 rate cases 209 

the Utilities testified that it would be more beneficial to gain experience 210 

under the new riders than to propose additional modifications.5 211 

• Staff witness David Sackett proposed that the Utilities unbundle their 212 

Rider SST Allowable Bank from the standby service.  The Company 213 

opposed Staff’s proposal, but eventually agreed to work collaboratively 214 

with Staff, prior to their next rate cases filings, to develop proposals for 215 

unbundle standby and storage services.6  216 

 217 

                                                 
4 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 07-0241/07-0242 (consol.), Order at 276-280 (February 5, 2008). 
5 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 09-0166/09-0167 (consol.), Order at 231 (January 21, 2010). 
6 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 09-0166/09-0167 (consol.), Order at 235 (January 21, 2010). 
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Q. HOW DOES THIS RELATE TO YOUR ASSERTION THAT THE 218 

COMPANY’S CURRENT STORAGE UNBUNDLING PROPOSAL IS FAR 219 

MORE DETRIMENTAL?      220 

A. First, neither of the earlier unbundling proposals offered in the 2007 or 2009 rate 221 

cases included monthly storage inventory targets.  Further, when the Company 222 

proposed seasonal storage inventory balance requirements, i.e. inventory targets, 223 

in the 2007 rate cases, the Company opposed storage unbundling.  After a single 224 

month (November) minimum storage inventory target was implemented in 2008, 225 

in its next rate case filing the Company did not advocate storage unbundling as a 226 

necessary corollary.  In fact, the Company continued to oppose storage 227 

unbundling.  Yet, when the Company finally agreed to work on a storage 228 

unbundling plan, the Company proposal also incorporated harmful monthly 229 

storage inventory targets, as well as injection and withdrawal limitations, that are 230 

conceptually similar to its unrealized system shaping proposal from 2007 I 231 

discussed above. 232 

   233 

 Now the Company claims it is necessary and logical to include monthly storage 234 

inventory targets in order to unbundle storage from standby service.  Yet, when 235 

the Company initially proposed inventory targets it was opposed to any 236 

unbundling.   237 

 238 

 It appears the Company is seizing an opportunity to use a Commission Order 239 

requiring it to work on unbundling as a means to resurrect a previously failed 240 
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attempt to secure seasonal cycling requirements by conveniently altering the 241 

language and terminology of their proposal and attempting to inexorably link 242 

inventory targets, storage shaping, seasonal cycling, etc. to the requisite storage 243 

unbundling consideration.  There in no factual basis upon which to link inventory 244 

targets and storage shaping with storage unbundling.                                 245 

 246 

IV. 247 
THE COMMISSION SHOULD REJECT THE UNNECESSARY OVERREACH  248 

OF THE COMPANY’S STORAGE UNBUNDLING PROPOSAL AND  249 
INSTEAD LIMIT STORAGE MODIFICATIONS TO UNBUNDLING ALONE. 250 

 251 

Q. IS THERE ADDITIONAL REASON TO BELIEVE THAT THE 252 

INVENTORY TARGETS PROPOSED ARE NOT A NECESSARY 253 

REQUIREMENT TO ACCOMPLISH STORAGE UNBUNDLING?  254 

A. Yes.  As part of its proposal, the Company argues that Rider SST can no longer 255 

support standby service due to the absence of storage support.  (PGL Ex. 14.0, 256 

page 3; NS Ex. 14.0, page 3)  A reasonable alternative, that does not include 257 

additional limitations and requirements on existing storage, would be to simply 258 

eliminate standby service from the existing Rider SST.  This could be done by 259 

modifying the rider in order to eliminate a customer’s election of a Selected 260 

Standby Percentage (“SSP”) in their contracts, as without standby service this 261 

election is irrelevant.  As the SSP has been used to both determine the size of their 262 

Allowable Bank and their level of standby service, this election could instead be 263 

replaced with an election that directly determines the size of their Allowable Bank 264 

only.  This approach to unbundling could be accomplished without also changing 265 
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requirements for injection, withdrawal, and inventory balances.  It simply requires 266 

that you eliminate standby service from Rider SST and only make additional rider 267 

changes that are directly required as a result of the elimination of standby service.  268 

This is similar to what Mr. Connery describes at lines 394-431 of his PGL Direct 269 

Testimony and lines 397-434 of his NS Direct Testimony (PGL Ex. 14.0; NS Ex. 270 

14.0).  This is certainly one alternative that accomplishes unbundling without 271 

adding all the extra limits and requirements on storage.   272 

 273 

 Secondly, the gas transportation tariffs of Nicor Gas offer unbundled storage 274 

service.7  The gas transportation tariffs of Nicor Gas do not, however, impose 275 

monthly maximum and minimum storage inventory targets.  Clearly it is possible 276 

to effectively unbundle storage service without also implementing the storage 277 

injection, withdrawal and inventory balance requirements proposed herein by the 278 

Company.       279 

 280 

Q. IN HIS TESTIMONY, MR. CONNERY CONCLUDES THAT THE 281 

ASSETS SUPPORTING STORAGE SERVICE FOR LARGE VOLUME 282 

TRANSPORTATION CUSTOMERS ARE THE SAME ASSETS AS 283 

THOSE USED TO SUPPORT SMALL VOLUME TRANSPORTATION 284 

CUSTOMER STORAGE.  (PGL EX. 14.0, PAGE 2; NS EX. 14.0, PAGE 2)   285 

IS THIS TRUE? 286 

                                                 
7 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 09-0166/09-0167 (consol.), ICC Staff Exhibit 12.0R, page 27. 
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A. Yes, however, it is also true that these are the same storage assets that are used to 287 

support sales service.  Simply because identical assets are used is insufficient 288 

cause to treat each customer group the same.  For example, large volume and 289 

small volume transportation service are very different services.  They have 290 

different metering requirements, different nomination requirements, different 291 

billing procedures, different service requirements, etc.  Transportation service is 292 

very different from sales service, with different requirements, processes and 293 

options.  Sales service, large volume transportation service and small volume 294 

transportation service all use the same underlying infrastructure to provide 295 

service; however, that does not mean that all these services should be provisioned 296 

in the same manner.  Likewise, sales service, large volume transportation service 297 

and small volume transportation service all are supported by the same storage 298 

assets; however, that does not mean that both large volume and small volume 299 

transportation service should be subject to the same injection, withdrawal and 300 

inventory balance requirements.        301 

 302 

Q. AS A RESULT OF THE CHOICES FOR YOU (“CFY”) WORKSHOPS 303 

FOR SMALL VOLUME TRANSPORTATION SERVICE, REVISED CFY 304 

TARIFFS WERE FILED WITH THE COMMISSION.  (PGL EX. 14.0, 305 

PAGE 5; NS EX. 14.0, PAGE 5)  WHY WAS THE WORKSHOP FOR 306 

SMALL VOLUME TRANSPORTATION SERVICE ABLE TO REACH 307 

AGREEMENT WHEREAS THE WORKSHOP FOR LARGE VOLUME 308 
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TRANSPORTATION SERVICE DID NOT APPATENTLY RESULT IN 309 

AGREEMENT? 310 

A. First, the timeline for the small volume transportation service workshop was 311 

longer with more opportunity for discussion.  Perhaps more importantly though, is 312 

that as a result of that process the small volume customers are gaining somewhat 313 

greater flexibility in the CFY program than they previously had.  In sharp 314 

contrast, the large volume unbundling proposal tendered by the Company in this 315 

case results in substantially greater limitation and restriction for large volume 316 

transportation customers.  Among transportation customers, the storage services 317 

for small volume transportation customers are becoming more flexible while 318 

under the Company’s proposal with improvements to storage allowed for small 319 

volume customers, whereas the storage service for large volume customers is 320 

becoming more restrictive with storage allowed declining.  It is easier to support 321 

improvements in the flexibility of service than it is to reach agreement on 322 

reduction of service.  If the large volume proposal had simply unbundled storage 323 

service from standby service, without also incorporating greater injection, 324 

withdrawal and inventory balance requirements, perhaps agreement would have 325 

been achieved.  However, with those additional more restrictive elements 326 

included in the LVT unbundling proposal presented in this case, CNE-Gas does 327 

not support the Company’s proposal.  328 

 329 

Q. HAS THE COMPANY OFFERED EVIDENCE THAT THE PROPOSED 330 

INJECTION, WITHDRAWAL AND INVENTORY BALANCE 331 
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REQUIREMENTS ARE NECESSARY IN ORDER TO UNBUNDLE 332 

STORAGE FROM STANDBY SERVICE? 333 

A. No.  While I can understand why it is beneficial and potentially more profitable to 334 

the Company if large volume transportation service is made more restrictive, they 335 

have not provided any compelling evidence as to why it is necessary to restrict 336 

injections and withdrawals and impose monthly maximum and minimum 337 

inventory targets on large volume transportation customers.  Currently Peoples 338 

Gas has a 70% minimum storage inventory target for November and North Shore 339 

has a 75% minimum storage inventory target for November.8  Thus, with this 340 

filing, instead of each utility having one storage inventory minimum target each 341 

year, each utility would now have 12 monthly minimum storage inventory targets 342 

and 12 monthly maximum storage inventory targets annually.  An increase from 343 

the current one monthly storage inventory target to 24 inventory targets each year 344 

is a monumental shift, greatly increasing the restrictions on gas transportation 345 

storage.  CNE-Gas Exhibit 1.2 illustrates the proposed monthly storage inventory 346 

maximum and minimum targets for Peoples Gas.  It also shows the current 347 

November minimum storage inventory target as well as the March maximum 348 

storage inventory target that was proposed in Docket Nos. 07-0241/07-0242 349 

(consol.), but was rejected by the Commission.  The Exhibit clearly shows that the 350 

current proposal is an extension of what the Company proposed in the 2007 rate 351 

                                                 
8 A 35% storage inventory maximum  for Peoples Gas and a 24% storage inventory 
maximum for North Shore for March was rejected by the Commission in North Shore 
Gas Company and The Peoples Gas Light and Coke Company, Docket Nos. 07-0241/07-
0242 (consol.), Order at 279-280 (February 5, 2008). 
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cases.  The Company proposal is in reality an even more restrictive means by 352 

which to impose a storage cycling requirement which has, on several prior 353 

occasions been rejected by the Commission.9  CNE-Gas Exhibit 1.3 shows the 354 

comparable information for North Shore                355 

 356 

Q. WHY DO YOU OPPOSE THE PROPOSED MONTHLY STORAGE 357 

INVENTORY TARGETS? 358 

A. The proposed storage monthly inventory targets, both the maximums and 359 

minimums, will add unnecessary cost to gas transportation service.  To ensure 360 

pools are within the monthly targets will require a marketer to at times sell gas for 361 

no other reason than to decrease inventory to remain below a maximum or to 362 

purchase gas for no other reason than to exceed a minimum.  The associated 363 

injection and withdrawal restrictions will make it more challenging to move gas in 364 

and out of storage in order to attain these monthly targets.  This will result in 365 

managing pools with reserve buffers below the maximum and above the 366 

minimum in order to assure that you are able to inject and withdraw gas in order 367 

to attain the actual targets.   Because of uncertainty and limitations on 368 

withdrawals, pragmatically marketers will need to be below the actual maximum, 369 

so that in the event they are unable to withdraw the amount of gas desired due to 370 

withdrawal restrictions, the target can still be achieved.  Likewise, in reality a 371 

                                                 
9 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 07-0241/07-0242 (consol.), Order at 276-277 (February 5, 2008).  Northern Illinois 
Gas Company, Docket No. 04-0779, Order at 117-121(September 20, 2005).  Northern 
Illinois Gas Company, Docket No. 08-0363, Order at 112-113 (March 25, 2009). 
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marketer will need to strive to achieve a minimum that exceeds the actual 372 

minimum in order to protect itself in the event that the amount of gas needed is 373 

unable to be injected due to uncertainty or injection restrictions.  By uncertainty I 374 

refer to the fact that a marketer never has perfect knowledge of usage, so storage 375 

balances fluctuate due to the inescapable mismatch between nomination and 376 

actual consumption.  All of these proposed requirements will make it more costly 377 

to manage storage inventory, both from resource utilization, i.e. additional staff 378 

time to manage the Allowable Bank, and commodity expense due to additional 379 

gas purchases and gas sales in order to safely remain inside the targets.  By 380 

moving from a single month minimum target to 12 months of both minimum and 381 

maximum targets each year increases the task for marketers by more than 382 

twelvefold, restricts the use of storage, and forces additional purchases and sales 383 

of gas supply which will translate to significantly high costs for gas transportation 384 

customers.         385 

 386 

Q. ARE THESE ADDED COSTS NECESSARY? 387 

A. No, I do not believe so because I have not found any compelling evidence to 388 

suggest these restrictions are necessary.  The changes will be costly to large 389 

volume transportation service as the Company’s proposal will require marketers 390 

to devote additional time and resources in order to comply with the new 391 

requirements, it will limit the use of storage for customers, it will result in added 392 

sales and purchases of gas in order to stay within the new parameters and it will 393 

increase exposure to penalties, all of which will drive the cost of gas 394 
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transportation service higher.  According to the testimony of Mr. Connery, the 395 

analyses underlying the recently filed changes to the CFY program “provide 396 

much of the framework for the changes to the large volume transportation 397 

program” that the Company is proposing.  Many of the CFY program changes led 398 

to the changes that the Company in now proposing for its large volume 399 

transportation program.  (PGL Ex. 14.0, page 7; NS Ex. 14.0, page 7)  Apparently 400 

if not for the additional flexibility afforded the CFY program, the framework and 401 

analysis for the corresponding changes to the large volume transportation program 402 

would not exist.   403 

 404 

 The Commission’s Order requiring it to work on storage unbundling for LVT 405 

gave the Company an opportunity to resurrect its failed LVT storage proposal 406 

from the 2007 rate case by extending its CFY analyses to large volume customers.   407 

Rather than design an analytic framework that focused on unbundling of storage 408 

and standby services for large volume transportation customers, the Company 409 

used the Commission Order as an opening to expand restrictions on LVT and 410 

make a second attempt to gain what it was unsuccessful in doing several years 411 

ago.  Unfortunately, basing the proposed LVT changes on the CFY framework 412 

results in even more egregious limitations on large volume transportation 413 

customer than those previously proposed in 2007 as the Company now proposes 414 

12 monthly maximum storage inventory targets instead of just one at the start of 415 

the injection season, which was rejected by the Commission, and 12 monthly 416 

minimum storage inventory targets instead of just one at the start of the 417 
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withdrawal seasons, which was approved by the Commission.  In addition, the 418 

Company now proposes daily injection and withdrawal limits and adds OFO 419 

conditions to it tariff.     420 

 421 

 The Company does not offer credible evidence or analyses that show why its 422 

proposed changes must be made to the LVT program.  Rather, the Company 423 

argues that in order to unbundle storage it must make the proposed changes in 424 

order to ensure equity between the two very different programs.  Yet, consistency 425 

between these programs does not exist on many aspects of these services.  They 426 

have different metering requirements, different nomination requirements, 427 

different billing procedures, different service requirements, etc.  Nor are the 428 

proposed changes inexorably tied to storage unbundling and, therefore, the   429 

Company has not shown why the proposed injection, withdrawal and monthly 430 

target changes must be made for LVT.  Storage unbundling can occur without 431 

such changes.  The Company only wants them to be connected because it suits 432 

their desires.  The Company wants both CFY and LVT to be treated the same in 433 

this regard because it is to their benefit to do so by allowing the Utilities to 434 

control, and perhaps even use, the storage capacity to which transportation 435 

customers are entitled.                     436 

 437 

 As noted, a one month minimum inventory target was established for the month 438 

of November only in 2008.  Now the Company proposes a total of 24 monthly 439 

inventory targets.  However, when I plot actual historical experience since the 440 
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2007-2008 heating season when the initial November target was suggested, I find 441 

that for the most part transportation customers, in the aggregate, have been within 442 

the bounds of the proposed monthly inventory targets.  The exception is at 443 

Peoples Gas for a couple of months during the spring of 2010; otherwise the 444 

inventory balance of gas transportation customers, in the aggregate, has been 445 

within the proposed target levels.  CNE-Gas Ex. 1.4 for Peoples Gas and CNE-446 

Gas Ex. 1.5 for North Shore.  The proposed injection, withdrawal, and storage 447 

inventory targets are a solution searching for a problem.  Unfortunately, the 448 

Company has not shown an actual problem that needs to be solved by its proposed 449 

storage limits.       450 

 451 

Q. IF IN AGGREGATE TRANSPORTATION CUSTOMERS ARE ALREADY 452 

MOSTLY WITHIN THE PROPOSED MONTHLY TARGETS, WHY 453 

SHOULD THE PROPOSED CHANGES RESULT IN ANY ADDED 454 

BURDEN FOR LARGE VOLUME TRANSPORTATION SERVICE? 455 

A. The results shown in CNE-Gas Exhibits 1.4 and 1.5 take advantage of diversity 456 

among transportation customers and pools.  Unfortunately, under the Company’s 457 

proposal this diversity among transportation customers and pools will be lost to 458 

the transportation market.  Instead, each individual customer or pool will need to 459 

be within the monthly targets and will not be able to seamlessly net their 460 

inventory balance with others.  Currently, a marketer is able to net all of the pools 461 

that it manages, referred to as super pooling, in order to measure attainment of 462 

compliance with the 70% Peoples Gas and 75% North Shore November minimum 463 
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storage inventory target.  For the 24 monthly targets proposed, the Company will 464 

not permit super pooling.  Peoples indicates that it will permit imbalance trading 465 

which will in part help mitigate the added cost to marketers and their customers, 466 

but imbalance trading will certainly be more expensive as each trade has a $5 467 

charge and requires more active management than that of the somewhat automatic 468 

super pooling process that currently exists for marketers.  Even more importantly, 469 

even with super pooling and imbalance trading, costs will increase for 470 

transportation service as marketers need to manage within the targets.   471 

 472 

Q. ARE THERE ADDITIONAL OPPORTUNITIES FOR SUPER POOLING 473 

BEYOND THE 24 MONTHLY STORAGE INVENTORY TARGETS? 474 

A. Yes.  Certainly any monthly inventory target should have super pooling applied in 475 

order to assess compliance with the target.  That is currently what occurs for the 476 

November minimum storage inventory target.  Super pooling for monthly targets 477 

was first adopted by Nicor Gas.   478 

 Also as mentioned above, Nicor has been and is currently 479 
operating its system without any cycling targets.  To mitigate the 480 
adverse impact of cycling requirements adopted above, and the 481 
absence of a better reason than those offered by Nicor, it is 482 
reasonable to allow suppliers to pool their groups of customers to 483 
determine compliance with the injection target adopted.  Northern 484 
Illinois Gas Company, Docket No. 04-0779, Order at 149 485 
(September 20, 2005).   486 

      487 
     Super pooling was likewise adopted by Peoples Gas and North Shore when 488 

monthly injection targets were initially implemented at those utilities in 2008 for 489 
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November.10  While CNE-Gas strongly objects to the additional monthly storage 490 

inventory targets proposed, if additional targets are implemented super pooling 491 

should be required.  492 

 493 

 However, super pooling is also applicable for measures besides compliance with 494 

storage inventory balance requirements.  Currently the Company super pools all 495 

third party groups, or pools, that are under common management on Critical Days 496 

so that they are balanced in aggregate before the application of any Unauthorized 497 

Usage Charges.  In Docket Nos. 09-0166/09-0167 (consol.), the Commission 498 

agreed that because Utilities suffer no harm on critical days when a supplier’s 499 

usage overall complies with Utilities’ rules, then no penalties should be assessed 500 

and super pooling is appropriate.11  501 

 502 

 While CNE-Gas opposes the additional restrictions on injection, withdrawals and 503 

monthly inventory balances under any circumstances.  If in spite of this 504 

opposition the Commission deems it necessary to apply greater limits on 505 

injections and withdrawals and inventory balances, for suppliers with multiple 506 

pools, those rights should be determined based upon the aggregate of a supplier’s 507 

pools and not applied on each pool separately.  For example, under proposed 508 

Rider SBS a customer may withdraw up to 1.1% of its Allowable Bank on any 509 

                                                 
10 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 07-0241/07-0242 (consol.), Order at 282-283 (February 5, 2008). 
11 North Shore Gas Company and The Peoples Gas Light and Coke Company, Docket 
Nos. 09-0166/09-0167 (consol.), Order at 241 (January 21, 2010). 
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day.  For pools, the 1.1% withdrawal should apply to the aggregate bank of all 510 

customers in the pool.  Further, for a supplier with multiple pools, the bank 511 

withdrawal limit should apply in the aggregate across all pools that are under 512 

common management by a supplier.  This is a matter of equity as it should not 513 

matter to the Company how much any individual customer or pool withdraws as 514 

long as in total the supplier is in compliance.  If the Commission adopts the 515 

Company storage unbundling proposal, CNE-Gas requests that super pooling be 516 

applied to establish the total amount of injection and withdrawal allowed for a 517 

supplier with multiple pools based upon the same injection and withdrawal rights 518 

granted to individual customers and determine compliance with the monthly 519 

target levels based upon the application of super pooling.     520 

 521 

 Further, even if the Commission does not authorize any change in the existing 522 

injection and withdrawal limitations, it is reasonable to require that super pooling 523 

be applied to the injection and withdrawal rights when a supplier has multiple 524 

pools.  For example, the current 33% withdrawal limitation during the winter 525 

months should be enforced in aggregate across all customers and pools that are 526 

under common management by a single supplier.  It should not matter to the 527 

Company whether individual customers or pools are in compliance just as long as 528 

in total the withdrawal does not exceed 33%.  When the 33% limit is applied to 529 

individual pools, when one or more of their pools are below the 33% limit, the 530 

supplier is not receiving the total withdrawal rights to which it is entitled.    531 

 532 
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Q. DO ANY OF THE OTHER UTILITES THAT YOUR TEAM INTERFACES 533 

WITH IMPOSE MONTHLY STORAGE INVENTORY TARGETS 534 

SIMILAR TO THOSE PROPOSED BY PEOPLES GAS AND NORTH 535 

SHORE? 536 

A. No, none of the utilities in the states that I cover have storage requirements and 537 

limitations as stringent as the ones the Company has proposed in this case.  I am 538 

unaware of another utility anywhere in the US that has storage requirements for 539 

transportation customers that impose monthly maximum and minimum storage 540 

inventory targets on transportation customers.    541 

 542 

Q. THE COMPANY HAS PROPOSED A NUMBER OF DIFFERENT 543 

CHANGES FOR GAS TRANSPORTATION SERVICE.  DO YOU OPPOSE 544 

ALL OF THE CHANGES? 545 

A. No.  Conceptually CNE-Gas continues to support unbundling storage service 546 

from standby service for Rider SST.  CNE-Gas opposes the manner in which the 547 

Company has chosen to execute unbundling.  CNE-Gas is also not opposed to a 548 

separate rider for storage banking service in which storage capacity is based upon 549 

the collective maximum daily quantity (“MDQ”) times the bank days and, for any 550 

unsubscribed storage, other transportation customers have the opportunity to 551 

subscribe to the remaining capacity.  CNE-Gas supports bank day elections at the 552 

contract level that are then aggregated if the contract is part of a pool.  Further, 553 

CNE-Gas does not oppose the combination of Base Rate Bank Days and Gas 554 

Charge Bank Days into a single Bank Day measure.    555 



CNE-Gas Exhibit 1.0 
ICC Docket Nos. 11-0280/11-0281 (consol.) 

 
 

 26

      556 

 CNE-Gas, however, does vigorously oppose the added restrictions placed on 557 

transportation storage, including, but not limited to: 558 

• Maximum monthly storage inventory targets with monthly cashout when 559 

above the target  560 

• Minimum monthly storage inventory targets, except for November, with 561 

monthly cashout when below the target 562 

• Daily injection and withdrawal limits, with greater restriction on Critical 563 

and OFO days with daily cashout when outside the allowed range 564 

• The elimination of super pooling for assessing compliance with any 565 

monthly inventory target   566 

                  567 

V. 568 
SUMMARY OF RECOMMENDATIONS 569 

 570 

Q. PLEASE SUMMARIZE YOUR RECOMMENDATIONS? 571 

A. CNE-Gas respectively requests that the Commission reject the Company proposal 572 

to add greater restrictions and limits to storage service for large volume gas 573 

transportation customers.  Unless the Company’s unbundling proposal is 574 

bifurcated, the Commission should reject the proposal in its entirety.   While the 575 

unbundling of storage service from standby service has merit, the manner in 576 

which the Company has chosen to implement unbundling should be rejected.  If 577 

instead the Commission determines that it will approve the unbundling of storage 578 

service from standby service for large volume gas transportation customers, the 579 
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Commission should require that the Company eliminate from its plan the 580 

additional monthly storage inventory targets and greater injection and withdrawal 581 

limitations that have been placed on storage. 582 

 583 

 CNE-Gas requests that the Commission require that the Company super pool any 584 

and all monthly storage inventory targets applied, and that in addition the 585 

Company permit super pooling in order to determine the appropriate storage 586 

injection and withdrawal limits to which the supplier is entitled whenever a 587 

supplier has multiple pools under common management. 588 

 589 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 590 

A. Yes. 591 


