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BRUBAKER & ASSOCIATES, INC. 

Direct Testimony of Michael P. Gorman 
 
 

Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A Michael P. Gorman.  My business address is 16690 Swingley Ridge Road, Suite 140, 2 

Chesterfield, MO 63017. 3 

 

Q WHAT IS YOUR OCCUPATION?   4 

A I am a consultant in the field of public utility regulation and a Managing Principal of 5 

Brubaker & Associates, Inc., energy, economic and regulatory consultants. 6 

 

Q PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 7 

A This information is included in Appendix A to my testimony.   8 

 

Q ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING? 9 

A I am testifying on behalf of the Illinois Industrial Energy Consumers (“IIEC”) and 10 

Constellation NewEnergy – Gas Division, LLC (“CNE-Gas”).  IIEC members are 11 

substantial users of natural gas within the service territories of North Shore Gas 12 

Company (“NS”) and The Peoples Gas Light and Coke Company (“PGL”) (collectively 13 

“the Companies” or “NSPGL”), and CNE-Gas is a supplier of natural gas to retail 14 

customers within the NS and PGL service territories. 15 

 

Q WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 16 

A I will address the Companies’ proposed changes to their large volume transportation 17 

programs which are being driven by their proposals to offer unbundled storage 18 

service under Rider SBS – Storage Balancing Service. 19 
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Q WHY ARE THE COMPANIES PROPOSING TO UNBUNDLE THEIR STORAGE 20 

PROGRAMS AT THIS TIME? 21 

A PGL witness Ms. Valerie H. Grace explains beginning at page 32, line 707 of her 22 

direct testimony (PGL Ex. 12.0) that in the Companies’ 2009 rate cases: 23 

Staff witness David Sackett proposed that Peoples Gas unbundle its 24 
standby and storage services for its large volume transportation 25 
programs.  The Commission ordered Peoples Gas to work 26 
collaboratively with the Commission Staff and other stakeholders to 27 
develop reasonable proposals for unbundling and to file any agreed 28 
upon proposals in its next rate case, and, to the extent agreement is 29 
not reached, to address the matter in the next rate case. 30 

  Since general agreement was not reached on the major issues, the 31 

Companies have filed their own proposals for unbundling storage (and much more) in 32 

this case. 33 

 

Q DO YOU AGREE THAT IT IS APPROPRIATE TO OFFER TRANSPORTATION 34 

CUSTOMERS ACCESS TO STORAGE THAT IS UNBUNDLED FROM OTHER 35 

SERVICES SUCH AS STANDBY SERVICE? 36 

A Yes.  First, as a matter of equity, transportation customers have supported the 37 

Companies’ entire rate base for many years, dating back to the time when all 38 

customers were fully bundled sales customers so, with unbundling of transportation 39 

service, it is appropriate to allow transportation customers the opportunity to take their 40 

share of storage capacity with them when they leave sales service.  Second, the 41 

storage facilities were planned to meet the needs of all customers, including the 42 

current transportation customers, so that allowing transportation customers to utilize 43 

their share of storage facilities is efficient.  Third, access to storage service should 44 

allow transportation customers to lower their energy costs, thereby making the 45 

Chicago area more attractive to large users of gas. 46 
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Q WHAT TRANSPORTATION, STANDBY AND STORAGE SERVICES ARE 47 

AVAILABLE TO LARGE USERS UNDER PRESENT RATES? 48 

A Large users may take transportation service under Rider FST, Full Standby 49 

Transportation Service, and Rider SST, Selected Standby Transportation Service.  50 

Under Rider FST, the Companies provide 100% back-up to customers in the event 51 

their supplier does not deliver gas supplies.  Under Rider SST, customers may 52 

choose their desired level of back-up service and the Companies will provide gas 53 

supplies only up to the selected standby levels if a customer’s gas supplier does not 54 

deliver gas supplies. 55 

  Under both riders, storage capacity, which is referred to as the Allowable Bank 56 

(“AB”), is provided on a “Bank Day” basis.  Total Bank Days are determined by 57 

dividing total Company storage capacity by Design Peak Day.  However, for Rider 58 

SST, the Bank Days are reduced as less back-up is selected.  A customer that 59 

selects zero back-up has a storage bank of zero. 60 

 

Q IS IT REASONABLE TO TIE THE AMOUNT OF STORAGE AVAILABLE TO A 61 

CUSTOMER TO THE AMOUNT OF BACK-UP A CUSTOMER WANTS TO 62 

PURCHASE? 63 

A Absolutely not.  There is no reason to presume that a customer that wants to 64 

purchase storage capacity would also want to purchase back-up supply from the 65 

Companies.  In fact, the availability of gas in storage can serve as a substitute for 66 

back-up supply.  Thus, it is totally unreasonable to require customers who want 67 

storage to also purchase back-up supply in order to be allowed to purchase storage 68 

capacity. 69 

 



IIEC/CNEG Joint Exhibit 1.0 
Michael P. Gorman 

Page 4 
 
 

BRUBAKER & ASSOCIATES, INC. 

Q WHAT ARE THE KEY ISSUES THAT MUST BE ADDRESSED IN ORDER TO 70 

OFFER AN UNBUNDLED STORAGE SERVICE TO LARGE VOLUME 71 

CUSTOMERS? 72 

A There are three.  First, how much storage capacity should a customer be able to 73 

reserve?  Second, what, if any, restrictions should be placed on a customer’s access 74 

to the storage they have reserved?  Third, how should costs be allocated to the 75 

storage services and how much should customers pay for their storage? 76 

 

The Availability of Storage Capacity 77 

Q HOW HAVE THE COMPANIES PROPOSED TO ALLOCATE THE AVAILABILITY 78 

OF STORAGE CAPACITY TO THEIR LARGE VOLUME CUSTOMERS? 79 

A Essentially, each Company has divided its total storage capacity by its Design Peak 80 

Day and allocated it to customers in proportion to a customer’s Maximum Daily 81 

Quantity (“MDQ”).  Design Peak Day (“DPD”) is defined by the Companies as “the 82 

sendout expected to occur on a January weekday with a temperature of -20 degrees 83 

Fahrenheit (equivalent to 85 degree days) and an average wind speed of 23.5 miles 84 

per hour (“mph”) following a day with a temperature of -2 degrees Fahrenheit and an 85 

average wind speed of 21 mph where the weather-normalized monthly sales and 86 

number of customers are consistent with Peoples Gas’ most recent normal weather 87 

budget forecast for the January containing the DPD.”  (Connery PGL Ex. 14.0, 88 

page 8, lines 159-165, NS Ex. 14.0, page 8, lines 158-164). 89 

 

Q IS THIS A REASONABLE WAY TO ALLOCATE STORAGE CAPACITY? 90 

A Yes.  While experience may suggest refinements that need to be made over time, it is 91 

a reasonable initial allocation of the Companies’ storage resources.  One example of 92 
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a likely refinement is the recognition of diversity in the usage patterns of 93 

transportation customers.  While it is reasonable to exclude such an adjustment 94 

initially, the need for it should be examined in the near future. 95 

 

Proposed Restrictions On Customer 96 
Use of Peoples and North Shore Storage Capacity 97 

Q HAVE THE COMPANIES PLACED ANY RESTRICTIONS ON THE USE OF A 98 

CUSTOMER’S SUBSCRIBED STORAGE CAPACITY? 99 

A Yes.  In fact, the proposed restrictions likely result in an inability of customers to use 100 

in any meaningful way the storage for which they contract.  Specifically, the proposed 101 

monthly restrictions on inventory levels, daily restrictions on withdrawals and daily 102 

restrictions on injections likely render the program useless for transportation 103 

customers.  The impact of these restrictions could require customers or their suppliers 104 

to add additional employees simply to manage their gas storage.  In addition, 105 

customers could face sharp cost increases as a result of the proposed imbalance 106 

penalties.  Rather than incur these additional costs, some customers may choose to 107 

shift operations to other service territories in order to keep their production 108 

economical.   109 

 

Q WHAT RESTRICTIONS DO THE COMPANIES PROPOSE TO PLACE ON 110 

INVENTORY LEVELS? 111 

A They have established both month-end gas storage inventory target levels and daily 112 

withdrawal and injection limits.   113 
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Q PLEASE DESCRIBE THE MONTH-END STORAGE INVENTORY TARGETS. 114 

A At the end of each month, a customer’s inventory of gas in storage as a percent of its 115 

allowable bank (“AB”) must be within specific ranges in terms of the percent of total 116 

storage capacity filled.  These ranges are set out in Table 1, below. 117 

Month Minimum Maximum Minimum Maximum
January 29% 59% 23% 76%
February 9% 43% 7% 64%
March 0% 37% 0% 56%
April 6% 42% 3% 59%
May 17% 51% 6% 71%
June 23% 61% 9% 76%
July 32% 72% 15% 83%
August 43% 82% 22% 89%
September 60% 91% 37% 91%
October 69% 100% 46% 100%
November 69% 100% 46% 100%
December 55% 83% 41% 88%

Proposed Storage Inventory Target Levels
As a Percent of a Customer's Allowable Bank

TABLE 1

Peoples North Shore

 

  As shown on Table 1, PGL’s transportation customers must fill at least 69% of 118 

their storage capacity at the end of October and November but cannot have it more 119 

than approximately 37% full at the end of March.  For transportation customers on the 120 

NS system, their capacity must be 46% full at the end of October and November but 121 

no more than 56% full at the end of March. 122 
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Q WHAT HAPPENS IF A CUSTOMER’S INVENTORY DOES NOT STAY WITHIN 123 

THESE RANGES? 124 

A To the extent a customer’s inventory exceeds the maximum for the end of the month, 125 

it must either trade its excess or sell it to the Company under its proposed monthly 126 

cashout schedule.  Both Companies propose the same cashout schedule which is 127 

shown in Table 2, below.  Note that this cashout schedule contains very sharply 128 

increasing penalties and no tolerance or deadband where customers buy or sell at 129 

100% of the market price. 130 

Proposed Cashout Schedule

Overage Underage
(Company pays Customer) (Customer pays Company)

0% to 2% 90% times AMIP 110% times AMIP
> than 2% to 4% 80% times AMIP 120% times AMIP
> than 4% to 6% 70% times AMIP 130% times AMIP
> than 6% to 8% 60% times AMIP 140% times AMIP
Greater than 8% 50% times AMIP 150% times AMIP

TABLE 2

AMIP is the Average Monthly Index Price

Monthly
    Cashout Quantity       

 

 

Q WHAT RESTRICTIONS DO THE COMPANIES PROPOSE TO PLACE ON A 131 

TRANSPORTATION CUSTOMER’S WITHDRAWALS FROM AND INJECTIONS 132 

INTO STORAGE? 133 

A The Companies propose to limit daily withdrawals during the months of January 134 

through March and November through December and daily injections during the 135 

months of April through October.  These limits, expressed as a daily allowed 136 

percentage of a customer’s subscribed allowable bank are shown in Table 3, below.  137 
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My discussion will be directed toward the normal or non-critical day proposals.  While 138 

I agree that, in general, it is appropriate to impose tighter restrictions on critical days, I 139 

do not believe that the normal day restrictions proposed here serve as a reasonable 140 

starting point for establishing even stricter critical day limitations. 141 

          Month         

Withdrawal Limits:
January 1.10% 1.50%
February 1.10% 1.30%
March 0.30% 1.10%
November 0.50% 1.30%
December 1.10% 1.40%

Injection Limits:
April 0.20% 0.10%
May 0.75% 0.75%
June 0.75% 0.75%
July 0.75% 0.75%
August 0.75% 0.75%
September 0.75% 0.75%
October 0.30% 0.30%

Peoples North Shore

TABLE 3

Proposed Daily Injection and Withdrawal Limits
   as a percent of a customers Allowable Bank   

 

 
 

Q WHAT HAPPENS IF A TRANSPORTATION CUSTOMER EXCEEDS THESE 142 

LIMITS? 143 

A First, since customer injections and withdrawals are effectively paper entries, a 144 

customer will not be able to exceed these limits by definition.  Rather, an excess 145 

injection will show up on the records as an over-delivery or a long position.  Similarly, 146 

an excess withdrawal will show up as an under-delivery or a short position.  The 147 
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Companies propose to cash out all long and short positions on a daily basis.  148 

Specifically, the Companies will buy long positions from the customer at 90% of the 149 

Daily Index-Low price and sell gas to the customer to correct any short positions at 150 

110% of the Daily Index-High price. 151 

 

Q PLEASE DESCRIBE HOW CUSTOMER IMBALANCES ARE HANDLED UNDER 152 

PRESENT RATES. 153 

A Under present rates there is no daily balancing.  Customers are cashed out monthly 154 

at the arithmetic average of the daily prices published for that month in “Gas Daily” 155 

(under the heading “Citygates”) as long as the monthly imbalance is no more than 156 

5%.  If the imbalance is between 5% and 10% the Company would buy excess gas 157 

from the customer at 90% of the Citygate price or sell gas to make up a shortage at 158 

110% of the Citygate price. 159 

 

Q HOW DOES THE NSPGL PROPOSED IMBALANCE MECHANISM CHANGE 160 

THIS? 161 

A First, customers are balanced daily rather than monthly.  Second, there is no 162 

tolerance range within which customers pay at the average market price.  Rather, all 163 

imbalances (other than critical day imbalances) are cashed out at 90% or 110% of the 164 

market price. 165 

 

Q ARE YOU OPPOSED TO THE COMPANIES’ PROPOSED RESTRICTIONS ON 166 

TRANSPORTATION CUSTOMER USE AND ACCESS TO STORAGE? 167 

A Yes.  I do not believe that such restrictions are consistent with the concept of 168 

“unbundled” storage.  Under that concept, transportation customers that pay for their 169 
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share of the Companies’ storage facilities should be able to use that storage as they 170 

choose.  Of course, some guidelines may be necessary in order to ensure that the 171 

storage facilities can physically operate effectively.  However, the Companies’ 172 

proposed restrictions go far beyond concerns about physical operation as a basis for 173 

establishing inventory limits and other restrictions.  I believe the Commission 174 

recognized this difference in its Order in Dockets 07-0241/07-0242/Cons.  There, in 175 

its consideration of the Companies’ proposals to implement seasonal cycling of 176 

storage inventories – a much more modest proposal than the one at issue here, the 177 

Commission stated at page 276: 178 

The Utilities generally assert that ‘the storage and standby rights of 179 
each Utility’s transportation customers need to be shaped to be 180 
consistent with each Utility’s individual gas supply portfolio, and each 181 
Utility needs to have an annual mechanism to adjust those rights as its 182 
individual gas supply portfolio changes.’  That is not enough to 183 
outweigh the considerable difficulties the seasonal cycling 184 
requirements will present for transportation customers. E.g., CNEG 185 
Init. Br. at 20-24. While we are willing to subordinate those difficulties 186 
to the Utilities’ operational needs during the heating season, the 187 
balance tips in the transportation customers’ favor in the spring. 188 

*  *  * 189 
The Commission also observes that the Utilities strongly emphasize 190 
the cycling requirements they face with respect to leased storage 191 
facilities. Without intending to minimize in any way the significance of 192 
those requirements, we see that the larger volume of stored gas 193 
managed by Peoples Gas resides in Manlove Field, where Peoples 194 
Gas establishes its own cycling schedule. Thus, most of the Utilities’ 195 
own storage flexibility is constrained by the general need to recycle 196 
Manlove, not by storage leases. That fact, in turn, allows some latitude 197 
when balancing the competing and equally legitimate needs of the 198 
Utilities and the transporters. 199 

 

Q HOW DO THE COMPANIES JUSTIFY THE PROPOSED RESTRICTIONS IN THIS 200 

CASE? 201 

A The Companies employ a computer model developed in its Choice For You (“CFY”) 202 

workshop.  A key objective in this model is described by NS witness Mr. Thomas 203 
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Connery at page 11, lines 233 through 226 of his direct testimony (NS Ex. 14.0):  “For 204 

this analysis, operationally acceptable balance ranges were defined as storage 205 

activity which did not substantively increase system imbalances and, therefore, extra 206 

pipeline charges.”  (Emphasis added).  Mr. Connery offers the same testimony on 207 

behalf of PGL.  (PGL Ex. 14.0, page 11, lines 223-226). 208 

  Thus, NSPGL was searching for limitations and restrictions on the use of 209 

unbundled storage which would enhance the economic benefits of storage to system 210 

sales customers, at the expense of transportation customers.  Simply because 211 

Mr. Connery calls his goal “operationally acceptable” does not change the fact that it 212 

is an economic and not an operational concern that is driving this model. 213 

 

Q ARE THERE OPERATIONAL CONCERNS THAT REQUIRE THE PROPOSED 214 

RESTRICTIONS? 215 

A No.  There have been no such restrictions on transportation customer banks for the 216 

past 10 years, and the Companies have managed to operate their system storage in 217 

a satisfactory manner.  While the unbundling of storage from standby will likely result 218 

in an increase in the amount of transportation customer storage capacity (assuming 219 

the proposed Draconian restrictions are removed), there is no reason to expect that 220 

the increase will be overwhelming or immediate.  Moreover, the diversity of 221 

transportation customer loads will further moderate the increased use of storage on 222 

the part of these customers. 223 

 



IIEC/CNEG Joint Exhibit 1.0 
Michael P. Gorman 

Page 12 
 
 

BRUBAKER & ASSOCIATES, INC. 

Q HOW WILL THE COMPANIES’ PROPOSALS IMPACT TRANSPORTATION 224 

CUSTOMERS? 225 

A The proposed restrictions will prevent transportation customers from attaining any of 226 

the benefits of storage from the storage capacity they purchase.  At the same time, it 227 

will take existing benefits away from customers that use the banks available under 228 

the current program.  This will, in turn, subject them to increased imbalance charges.   229 

 

Q WHAT ARE THE POTENTIAL BENEFITS OF STORAGE? 230 

A There are three primary benefits.  First, it allows for peak day deliverability, that is, as 231 

a supplement to or replacement for upstream interstate pipeline capacity that brings 232 

gas to the city-gate.  Second, it serves as a physical hedge.  Customers can buy 233 

more gas when it is less expensive, generally in the non-winter months, to replace 234 

spot purchases during the more expensive winter season.  Third, although auxiliary to 235 

the other two main roles, storage can also function as a temporary parking place to 236 

absorb imbalances between planned usage and actual usage.   237 

  Under the present bundled storage availability, transportation customers at 238 

least are able to benefit from this third, balancing, function of storage.  Under the 239 

proposed unbundled service, transportation customers would be deprived of even 240 

that benefit. 241 

 

Q WHY COULDN’T TRANSPORTATION CUSTOMERS USE THEIR STORAGE FOR 242 

PEAK PERIOD DELIVERABILITY? 243 

A Because the amount of withdrawals a customer is allowed to make on a peak day is 244 

such a small portion of its peak day needs that it could not offset a meaningful portion 245 

of deliveries.  In addition, transportation customers tend to have much broader high 246 
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usage periods than the Companies’ sales customers.  As a result, even if a 247 

transportation customer could offset some pipeline capacity while operating within the 248 

proposed injection and withdrawal limitations, it could very well face serious penalties 249 

under the month-end inventory restrictions.  This is particularly true of customers 250 

whose peak usage time occurs during the Companies’ shoulder months. 251 

 

Q WHY COULDN’T TRANSPORTATION CUSTOMERS USE THEIR STORAGE AS A 252 

HEDGE AGAINST GAS PRICES? 253 

A Again, because the amount a customer can use on a daily basis is a small portion of 254 

its daily use.  This, accompanied by the inventory requirements, severely limits both 255 

the ability of customers to take advantage of purchase opportunities as well as to 256 

avoid a significant amount of expensive purchases, especially on a prolonged basis. 257 

 

Q WHY CAN’T TRANSPORTATION CUSTOMERS UTILIZE STORAGE FOR 258 

BALANCING? 259 

A Under the Companies’ proposed restrictions, only very small daily variances can be 260 

cured using a customer’s storage.  However, the most significant balancing problems 261 

for transportation customers result from deliveries that don’t occur due to weather or 262 

other emergencies and the inability to use delivered gas because of unexpected plant 263 

shutdowns or other production problems.  These could lead to extremely high 264 

imbalance penalties.  If storage cannot be used to handle such problems it is of very 265 

little use to customers. 266 
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Proposed Month-End Inventory Targets 267 

Q DO YOU HAVE ANY SPECIFIC COMMENTS CONCERNING THE PROPOSED 268 

MONTH-END STORAGE INVENTORY TARGETS?  269 

A Yes.  First, the requirements would place unnecessary restrictions on how a 270 

transportation customer seeks to manage its own gas purchasing strategy.  271 

Moreover, the fact that transportation customers do not cycle their banked gas on the 272 

same schedule as the sales customer is more likely to benefit sales customers than 273 

to harm them or shift costs to them.   274 

 

Q PLEASE EXPLAIN. 275 

A Historically, transportation customers do not cycle the full amount of gas that they 276 

bank with the Companies.  That, of course, is an advantage to the Companies 277 

because it enables them to cycle more of the gas on behalf of their sales customers.  278 

(Think of a transportation customer who banked gas with the Companies but never 279 

bothered to cycle any of it.  That customer would simply be making a loan to the 280 

Companies of its gas, and NSPGL would have to own that much less “cushion gas,” 281 

i.e., the rate base for sales customers would be that much less.) 282 

 

Q ARE YOU AWARE THAT THE COMPANIES’ AQUIFER STORAGE FIELD 283 

OPERATIONALLY REQUIRES THAT GAS BE INJECTED AND WITHDRAWN 284 

OVER A YEAR IN ORDER TO MAINTAIN PEAK PERFORMANCE? 285 

A Yes.  Note, however, that this does not imply that one necessarily has to follow a 286 

monthly plan.  (I do not believe the aquifer fields can read the calendar.)  It only 287 

means that periodically the fields have to be filled up and periodically the fields have 288 
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to be emptied.  I see no reason why this concern cannot be accommodated under the 289 

present requirements. 290 

 

Q WOULD YOU AGREE THAT THE COMPANIES AIM TO  MAXIMIZE THEIR 291 

WORKING GAS INVENTORY ON NOVEMBER 30 AND MINIMIZE THIS 292 

INVENTORY BY THE FOLLOWING MARCH 31? 293 

A Yes.  However, they do so for the convenience of their sales customers, whose 294 

usage is much more weather sensitive than that of the transportation customers as a 295 

whole.  In any case, the usage pattern of one group should not dictate the storage 296 

profiles of all other groups.  All customers who are utilizing storage are paying their 297 

fair share of the storage costs, and should be allowed to optimize that usage for their 298 

own circumstances. 299 

 

Q HOW DO THE COMPANIES MANAGE TO MEET THEIR GOALS IF 300 

TRANSPORTATION CUSTOMERS ARE NOT FOLLOWING THAT SAME 301 

SCHEDULE OF INJECTIONS AND WITHDRAWALS? 302 

A They adjust their own purchase patterns in response to transportation usage and 303 

transportation nominations (and to the usage patterns of sales customers, of course) 304 

in order to achieve the appropriate level of injections and withdrawals.   305 

 

Q WHAT IS YOUR RECOMMENDATION WITH REGARD TO MAXIMUM AND 306 

MINIMUM BANKED LEVELS OF GAS? 307 

A I recommend that there be no requirements on minimum or maximum banked gas 308 

levels for transportation customers.  Clearly, the current terms and conditions, as is 309 
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evidenced by history, and admitted by NSPGL witnesses, do not in any way prevent 310 

or deter NSPGL from physically cycling storage as they see fit.   311 

 

Proposed Injection and Withdrawal Limits 312 

Q DO YOU HAVE ANY SPECIFIC COMMENTS ON THE PROPOSED INJECTION 313 

AND WITHDRAWAL LIMITS? 314 

A Yes.  The Companies’ proposals are too stringent, and have not been shown to be 315 

necessary.  Moreover, they do not take into account the diversity of transportation 316 

customers’ use of storage.  For example, if one transportation customer is long on a 317 

day (if it brings in more gas than it uses), and another transportation customer is 318 

short, the “injection” of the first customer will, to some extent, cancel out or at least 319 

moderate, the “withdrawal” of the second customer. 320 

 

Q WHAT IS THE COMPANIES’ STATED RATIONALE FOR IMPOSING THESE 321 

LIMITS? 322 

A They are based on the limits developed by their computer model for the CFY program 323 

which Mr. Connery states at page 22, lines 469-473, are also applicable to large user 324 

unbundled storage. 325 

 

Q DO YOU AGREE THAT THESE LIMITS ARE APPROPRIATE TO APPLY TO THE 326 

USE OF UNBUNDLED STORAGE? 327 

A No.  As I noted above, the model is designed to enhance the economic benefit of 328 

system storage that is used for sales customers and to the detriment of unbundled 329 

storage customers. 330 
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Q WHAT IS YOUR RECOMMENDATION ON INJECTION AND WITHDRAWAL 331 

LIMITS? 332 

A On a daily basis, there is no need for injection and withdrawal limits unless the 333 

Company declares a Critical Day (specifically, a Supply Shortage Day).  On critical 334 

supply days some restrictions would be appropriate but not those proposed by the 335 

Companies in this case.  In other words, on non-critical days, the customer should be 336 

able to draw upon its storage, up to its MDQ.   337 

 

Cost of Service and Rate Design 338 

Q ARE THE COSTS ALLOCATED TO STORAGE SERVICE AND THE PROPOSED 339 

RATES REASONABLE? 340 

A No, not for the storage service under the Companies’ proposal.  The proposed 341 

service is of virtually no value to transportation customers and, therefore, should have 342 

no costs allocated to it and no charges associated with it. 343 

 

Q IF THE RESTRICTIONS WERE REMOVED, WOULD YOUR OPINION CHANGE? 344 

A Yes.  If the unnecessary proposed restrictions were removed such that transportation 345 

customers purchasing unbundled storage have the potential to enjoy all the benefits 346 

of storage, it would be reasonable to allocate a reasonable portion of total storage 347 

costs to the unbundled service. 348 

 

Q HOW HAS THE COMPANY ALLOCATED STORAGE COSTS TO THE STORAGE 349 

SERVICE? 350 

A It has allocated storage costs to the storage service by multiplying the total non-gas 351 

storage costs by the ratio of the fully subscribed level of unbundled storage to total 352 
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storage capacity.  In the case of PGL, as shown on PGL Exhibit 12.14, this results in 353 

an allocation of about $7.15 million of the total $43.3 million non-gas storage revenue 354 

requirement to the unbundled service.  For North Shore, as shown on NS Exhibit 355 

12.14, transportation customers are allocated $118,423 of total storage costs of 356 

$2.0 million. 357 

 

Q ARE THE COSTS THAT THE COMPANIES PROPOSED TO ALLOCATE TO THE 358 

STORAGE SERVICE REASONABLE? 359 

A Yes, at least for the initial implementation of the service and assuming the 360 

Companies’ proposed restrictions on use of the storage are removed.  As with the 361 

allocation of storage capacity to the service, however, experience may indicate 362 

needed changes. 363 

 

Q HOW HAVE THE COMPANIES DESIGNED THE RATES FOR THE PROPOSED 364 

STORAGE SERVICE? 365 

A The Companies propose to recover the costs of unbundled storage through a Rider 366 

SBC, Storage Banking Charge.  This fixed monthly charge is determined by dividing 367 

the costs assigned to the service by the total annual billing units of the service. 368 

 

Q ARE THE PROPOSED RATES FOR UNBUNDLED STORAGE REASONABLE? 369 

A Yes.  This rate structure directly translates the cost allocation to the customer level, 370 

and it is a structure that the Commission has accepted in the case of NICOR.  Again, 371 

this answer is based on the assumption that the restrictions on the use of storage 372 

proposed by the Company are not adopted. 373 
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Q WHAT IF RESTRICTIONS PROPOSED BY THE COMPANIES ARE ADOPTED? 374 

A If the Commission determines that these restrictions are necessary in order to allow 375 

unbundled transportation, I recommend that the proposal be withdrawn until a 376 

proposal more acceptable to all parties can be presented.  377 

 

Conclusion 378 

Q PLEASE SUMMARIZE YOUR CONCLUSIONS. 379 

A The Companies have proposed unbundled storage services that could provide a 380 

meaningful benefit to all customers as well as to the economy of the Chicago area.  381 

Unfortunately, they have eliminated substantially all value related to the proposal by 382 

burdening it with needless restrictions on the use of that storage.  Moreover, the 383 

proposals not only fail to provide any additional benefits for customers, but also do 384 

considerable harm to the existing transportation service available to customers.  I 385 

recommend that the Commission reject all the new restrictions on the use of 386 

customer storage banks, and require the Companies to offer unbundled storage 387 

service with the same limitations that apply today and have applied for years. 388 

  If the Commission is convinced that the proposed restrictions are necessary to 389 

the provision of a storage program such as the Companies are proposing, I 390 

recommend that the entire proposal be withdrawn until a more workable solution can 391 

be reached. 392 

 

Q DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 393 

A Yes, it does. 394 
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Qualifications of Michael P. Gorman 
 
 
Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.    1 

A Michael P. Gorman.  My business address is 16690 Swingley Ridge Road, Suite 140, 2 

Chesterfield, MO 63017. 3 

 

Q PLEASE STATE YOUR OCCUPATION. 4 

A I am a consultant in the field of public utility regulation and a Managing Principal with 5 

Brubaker & Associates, Inc., energy, economic and regulatory consultants. 6 

 

Q PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND WORK 7 

EXPERIENCE. 8 

A In 1983 I received a Bachelors of Science Degree in Electrical Engineering from 9 

Southern Illinois University, and in 1986, I received a Masters Degree in Business 10 

Administration with a concentration in Finance from the University of Illinois at 11 

Springfield.  I have also completed several graduate level economics courses. 12 

  In August of 1983, I accepted an analyst position with the Illinois Commerce 13 

Commission (“ICC”).  In this position, I performed a variety of analyses for both formal 14 

and informal investigations before the ICC, including:  marginal cost of energy, central 15 

dispatch, avoided cost of energy, annual system production costs, and working 16 

capital.  In October of 1986, I was promoted to the position of Senior Analyst.  In this 17 

position, I assumed the additional responsibilities of technical leader on projects, and 18 

my areas of responsibility were expanded to include utility financial modeling and 19 

financial analyses.  20 
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  In 1987, I was promoted to Director of the Financial Analysis Department.  In 21 

this position, I was responsible for all financial analyses conducted by the staff.  22 

Among other things, I conducted analyses and sponsored testimony before the ICC 23 

on rate of return, financial integrity, financial modeling and related issues.  I also 24 

supervised the development of all Staff analyses and testimony on these same 25 

issues.  In addition, I supervised the Staff's review and recommendations to the 26 

Commission concerning utility plans to issue debt and equity securities. 27 

  In August of 1989, I accepted a position with Merrill-Lynch as a financial 28 

consultant.  After receiving all required securities licenses, I worked with individual 29 

investors and small businesses in evaluating and selecting investments suitable to 30 

their requirements. 31 

  In September of 1990, I accepted a position with Drazen-Brubaker & 32 

Associates, Inc.  In April 1995, the firm of Brubaker & Associates, Inc. (“BAI”) was 33 

formed.  It includes most of the former DBA principals and Staff.  Since 1990, I have 34 

performed various analyses and sponsored testimony on cost of capital, cost/benefits 35 

of utility mergers and acquisitions, utility reorganizations, level of operating expenses 36 

and rate base, cost of service studies, and analyses relating industrial jobs and 37 

economic development.  I also participated in a study used to revise the financial 38 

policy for the municipal utility in Kansas City, Kansas. 39 

  At BAI, I also have extensive experience working with large energy users to 40 

distribute and critically evaluate responses to requests for proposals (“RFPs”) for 41 

electric, steam, and gas energy supply from competitive energy suppliers.  These 42 

analyses include the evaluation of gas supply and delivery charges, cogeneration 43 

and/or combined cycle unit feasibility studies, and the evaluation of third-party 44 
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asset/supply management agreements.  I have participated in rate cases on rate 45 

design and class cost of service for electric, natural gas, water and wastewater 46 

utilities.  I have also analyzed commodity pricing indices and forward pricing methods 47 

for third party supply agreements, and have also conducted regional electric market 48 

price forecasts. 49 

  In addition to our main office in St. Louis, the firm also has branch offices in 50 

Phoenix, Arizona and Corpus Christi, Texas. 51 

 

Q HAVE YOU EVER TESTIFIED BEFORE A REGULATORY BODY? 52 

A Yes.  I have sponsored testimony on cost of capital, revenue requirements, cost of 53 

service and other issues before the Federal Energy Regulatory Commission and 54 

numerous state regulatory commissions including:  Arkansas, Arizona, California, 55 

Colorado, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, Kansas, 56 

Louisiana, Michigan, Missouri, Montana, New Jersey, New Mexico, New York, North 57 

Carolina, Oklahoma, Oregon, South Carolina, Tennessee, Texas, Utah, Vermont, 58 

Virginia, Washington, West Virginia, Wisconsin, Wyoming, and before the provincial 59 

regulatory boards in Alberta and Nova Scotia, Canada.  I have also sponsored 60 

testimony before the Board of Public Utilities in Kansas City, Kansas; presented rate 61 

setting position reports to the regulatory board of the municipal utility in Austin, Texas, 62 

and Salt River Project, Arizona, on behalf of industrial customers; and negotiated rate 63 

disputes for industrial customers of the Municipal Electric Authority of Georgia in the 64 

LaGrange, Georgia district. 65 
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Q PLEASE DESCRIBE ANY PROFESSIONAL REGISTRATIONS OR 66 

ORGANIZATIONS TO WHICH YOU BELONG. 67 

A I earned the designation of Chartered Financial Analyst (“CFA”) from the CFA 68 

Institute.  The CFA charter was awarded after successfully completing three 69 

examinations which covered the subject areas of financial accounting, economics, 70 

fixed income and equity valuation and professional and ethical conduct.  I am a 71 

member of the CFA Institute’s Financial Analyst Society.   72 
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