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I. Witness Qualifications 1 

Q. State your name and business address. 2 

A. My name is David A. Sackett and my business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed as an Economic Analyst in the Policy Program of the Energy 7 

Division of the Illinois Commerce Commission (“Commission” or “ICC”). 8 

 9 

Q. What are your responsibilities within the Energy Division – Policy 10 

Program? 11 

A. I provide economic analysis and advise the Commission and other Staff 12 

members on issues involving the natural gas and electric utility industries.  I 13 

review tariff filings and make recommendations to the Commission concerning 14 

those filings.  I provide testimony in Commission proceedings.  In selected cases, 15 

I may be called upon to act as an assistant to Commissioners or to administrative 16 

law judges. 17 

 18 

Q. State your educational background. 19 

A. I graduated from Kankakee Community College with an Associate of Science 20 

degree in Arts and Sciences in 1998.  I graduated with highest honors from 21 

Illinois State University with a Bachelor of Science degree in Economics and 22 

History in 2000.  I obtained a Master of Science degree in Applied Economics 23 
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from Illinois State University in the Electric, Natural Gas and Telecommunications 24 

Economics sequence1

 27 

 in 2002.  I also completed an internship at the 25 

Commission in the Energy Division in 2001. 26 

Q. Describe your professional experience. 28 

A. Since July 2007, I have been an Economic Analyst in the Policy Program of the 29 

Commission’s Energy Division.  During that time I have participated in several 30 

docketed proceedings before the Commission.  I have often filed testimony that 31 

considered the transportation tariffs of gas Local Distribution Companies (“LDC”).  32 

Most recently, I filed testimony in Nicor Gas Company’s Operating Agreement 33 

docket (Docket No. 09-0301 consolidated with Docket No. 11-0046, in which 34 

Nicor Gas Company seeks approval of its reorganization) and Docket Nos. 11-35 

0280 and 11-0281 (Cons.) (North Shore Gas Company and The Peoples Gas 36 

Light and Coke Company rate proceedings). 37 

Prior to joining the Commission, I was an instructor at Illinois State University 38 

from 2003 to 2006, where I taught various courses in economics and statistics to 39 

undergraduate students.  I am a Captain in the Marine Corps Reserve having 40 

served since 1993; I have completed two deployments to Iraq. 41 

 42 

                                            
 

1 “The Electricity, Natural Gas, and Telecommunications Sequence is a structured program that combines 
training in basic economic theory and statistical methods with specialized training in the theory, history 
and institutions of the economics of regulation.” ISU website: http://www.econ.ilstu.edu/grad/program.htm. 

http://www.econ.ilstu.edu/grad/program.htm�
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II. Purpose of Testimony and Background Information 43 

Q. What is the subject matter of your direct testimony? 44 

A. This testimony concerns Ameren Illinois Company (“AIC,” “Ameren,” or 45 

“Company”) and its Proposed General Increase in Natural Gas Rates.  These 46 

proposals include changes to AIC’s gas transportation services.  My testimony 47 

focuses on changes to the Companies’ gas transportation tariffs.  These changes 48 

are set forth in Rider T, Transportation Service, and Rider Transportation 49 

Banking Service (“Rider TBS”)2

 52 

, which are discussed in the direct testimony of 50 

Mr. Eggers, Ameren Exhibit 14.0G.  51 

Q. Do you have any attachments to your testimony? 53 

A. Yes.  I have attached Nicor’s Rider Storage Service Cost Recovery to my 54 

testimony. 55 

 56 

III. Summary of Conclusions and Recommendations 57 

Q. Please summarize your conclusions and recommendations. 58 

A. I have nine specific recommendations for the Commission to implement in this 59 

docket, as follows: 60 

1. Approve Ameren’s proposed Rider TBS, with the following modifications: 61 

a. Set Critical Day withdrawal rights for all transportation customers 62 

based on their subscribed storage capacity. 63 

                                            
 

2 Rider TBS is also referred to as Rider Transportation Balancing Service.  (Ameren Ex. 14.0-G, p. 7) 
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b. Reject the Banking Service Limit. 64 

c. Reject the proposed Cashouts in Rider TBS that uses the higher of 65 

Purchased Gas Adjustment (“PGA”) and an index for under-deliveries 66 

and the lower of PGA and an index for over-deliveries. 67 

d. Implement a fall injection target like that used by Nicor Gas, Peoples 68 

Gas and North Shore Gas. 69 

e. Reject Ameren’s proposed method for recovering 50% of storage 70 

costs through a Deliverability Charge and 50% through a Capacity 71 

Charge in Rider TBS. 72 

f. Set a single rate to recover on-system storage costs based on Critical 73 

Day withdrawal rights that is linked to storage capacity. 74 

g. Reject the proposed determination of deliverability component of 75 

storage cost allocation based on Maximum Daily Control Quantity 76 

instead of Daily Confirmed Nominations for GDS-4 customers. 77 

h. Reject the proposed determination of interim base rates for 78 

transportation customers that allocate storage costs based on any 79 

factor other than Daily Confirmed Nominations for all transportation 80 

customers. 81 

 82 

2. Reject the proposed Cashouts in Rider T that use the higher of PGA 83 

and an index for under-deliveries and the lower of PGA and an index 84 

for over-deliveries. 85 

 86 
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3. Reject Ameren’s proposed Rider S Unsubscribed Bank Capacity 87 

Charge for storage cost recovery until it meets the requirements 88 

proposed by Staff witness Ms. Jones. 89 

 90 

IV. Changes to Transportation Service 91 

A. The Commission’s Directive 92 

 93 

Q. Did the Commission’s Order in the Company’s last rate case give Ameren 94 

any directions regarding transportation service? 95 

A. Yes.  In Ameren’s last rate case, Docket Nos. 09-0306 et al (Cons.), the 96 

Commission directed:  97 

To resolve this issue in a way that would be most beneficial to its 98 
ability to address these questions in AIU's next gas rate cases, the 99 
Commission directs AIU and Staff to participate in workshops which 100 
will at a minimum result in tariffs implementing for AIU the banking 101 
provisions currently employed by Nicor, Peoples, or North Shore. 102 
Said tariffs are to be provided in AIU's next gas rate cases. AIU is 103 
also free, however, to raise at the workshops its concerns about 104 
adopting such banking provisions. AIU may submit in its next gas 105 
rates cases as an alternative to what Staff seeks tariffs implementing 106 
banking provisions that AIU believes are appropriate. The workshops 107 
shall be open to any other stakeholders wanting to participate. The 108 
Commission expects all participants to take AIU's concerns seriously. 109 
By requiring proposed tariffs implementing either the Nicor or Peoples 110 
method but also giving AIU the option to offer an alternative, the 111 
Commission preserves for itself flexibility in determining the most 112 
appropriate banking provisions under Rider T for AIU. Nothing in this 113 
conclusion should be read to prohibit any other party in AIU's next 114 
case rate cases from proposing other banking provisions. 115 
(Final Order, Docket Nos. 09-0306 et al (Cons.), April 29, 2010, p. 283, 116 
emphasis added) 117 
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This directive resulted from Staff raising several issues regarding the Rider T – 118 

Transportation Service.  One issue that Staff raised concerned how to set the level 119 

of access that transportation customers had to Ameren’s on-system storage.  In 120 

particular, Staff argued that it should be proportional to system storage capacity. 121 

(Id., p. 277) The Commission declined to make any changes in that docket, but 122 

ordered that Ameren and Staff participate in a workshop process which was to “at a 123 

minimum result in tariffs implementing for AIU the banking provisions currently 124 

employed by Nicor, Peoples, or North Shore… provided in AIU's next gas rate 125 

cases.” (Id., p. 283, emphasis added)  Thus, the Commission set in motion a 126 

process that would enable it to revisit the Rider T issues in the next rate case.  127 

 128 

Q. What are the basic parameters of any transportation program? 129 

A. Transportation customers nominate their deliveries separately from the utility, 130 

who is the agent for sales customers.  Transportation customers can balance 131 

their deliveries against their usage by injecting excess deliveries into a banking 132 

account and withdrawing from the bank when deliveries are less than usage.  133 

The bank has three key characteristics: 1) the total amount of gas that it has 134 

stored (the bank inventory), 2) the total amount that it is permitted by the tariff to 135 

store (maximum storage capacity) and 3) the maximum quantities that customers 136 

can withdraw on a system peak day (peak day withdrawal rights). 137 

 138 

Q. Which banking provisions does Ameren prefer? 139 

A. Ameren indicated it preferred the Nicor banking provisions rather than those of 140 
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Peoples Gas and North Shore Gas. (Ameren Ex. 14.0G, p. 6) 141 

 142 

B. The Nicor Method 143 

Q. Please describe the Nicor Method. 144 

A. Nicor’s banking provisions do more than just determine bank capacity.  Additional 145 

provisions include a subscribable bank, peak day withdrawal rights linked to 146 

storage subscription, a cost recovery method using a charge per therm of storage 147 

capacity and a cost recovery mechanism for unsubscribed bank capacity.  148 

The Nicor Method integrates total storage capacity allocations and peak day 149 

deliverability based on proportional system characteristics.  It also has a way to 150 

determine storage charges.  It determines how to divide these three elements 151 

proportionally amongst customers.3

 153 

 152 

Q. When you say, “[t]he Nicor Method integrates total storage capacity 154 

allocations and peak day deliverability based on proportional system 155 

characteristics,” what do you mean by “proportional system 156 

characteristics”? 157 

                                            
 

3 Peoples Gas and North Shore Gas have used a similar method to allocate capacity for years; they 
include both on and off-system assets in their calculations but the process is essentially the same.  In 
their current rate cases, Docket Nos. 11-0280 and 11-0281 (Cons.), Peoples Gas and North Shore Gas 
have proposed to allocate storage costs and peak day deliverability in essentially the same manner as 
the Nicor Method. (See Docket Nos. 11-0280 and 11-0281 (Cons.), PGL Ex. 12.0, pp. 32-44; NS Ex. 
12.0, pp. 29-41)  
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A. This refers to the proportion of gas that can be delivered from storage on a peak 158 

day.  Transportation customers as a group are able to subscribe to up to this 159 

percentage of peak day deliverability.  They also receive the same percentage of 160 

the total storage capacity as they receive of peak day deliverability; thus, the ratio 161 

between peak day storage deliverability and storage capacity is fixed.  Another 162 

feature of the Nicor Method is that storage costs are recovered through a charge on 163 

storage capacity. 164 

 165 

Q. How are individual peak day withdrawal rights determined under the Nicor 166 

Method? 167 

A. An individual customer’s peak day withdrawal rights is determined by a two-step 168 

process.  First, the peak day deliverability of total on-system storage is divided by 169 

the total capacity of that storage.  This quotient answers the question “What is the 170 

size of the peak day deliverability relative to the total storage capacity?”  The result 171 

is the proportional peak day withdrawal rights for any group or individual based on 172 

their portion of the total storage capacity.4  The second step is to multiply this result 173 

by the Bank Limit5

 176 

 of an individual customer to determine its withdrawal right on a 174 

peak day. 175 

                                            
 

4 I call this the Storage Withdrawal Constant (“SWC”) because it is the same for each customer. 
5 The Bank Limit is equivalent to maximum storage quantity (“MSQ”) 
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Q. Is there any adjustment to these peak day rights under the Nicor Method? 177 

A. Yes.  To reflect that these rights should be linked to stored gas and not just the 178 

capacity, this result is multiplied by a Storage Withdrawal Factor (“SWF”)6

 184 

 that is 179 

unique to each customer.  The SWF is calculated by dividing the customer’s 180 

storage inventory on November 1 by 90%.  This is how Nicor Gas incents the 181 

transportation customers to fill their banks in the fall so that the volume of gas in 182 

storage is sufficient to maintain system peak day deliverability. 183 

Q. How are total storage capacity rights determined under the Nicor Method? 185 

A. An individual customer’s total storage capacity rights are calculated by a two-step 186 

process.  First, divide the total capacity of on-system storage capacity by the 187 

system peak day demand.  This answers the question “What is the size of the total 188 

on-system storage capacity relative to the peak day demand?”  The result is a 189 

number which gives proportional total storage capacity rights for any group or 190 

individual based on their portion of the system peak day demand.  This result is 191 

called the “days of bank” because it is the number of “peak days” (or peak day 192 

demand) that make up the on-system storage capacity.7

                                            
 

6 “A Storage Withdrawal Factor (SWF), expressed as a numerical value not to exceed 1.0, shall be 
determined by dividing the Customer's November 1 SBS [Storage Banking Service] inventory balance by 
90% of their then effective SBS capacity. Any SWF value greater than or equal to 1.0 shall be 1.0. Any 
SWF less than 1.0 shall be rounded up to the next 0.01.” (See Nicor's tariff, Ill.C.C. No. 16 - Gas 7th 
Revised Sheet, No. 50). 

  The second step is to 193 

7 This does not mean that this amount of gas can actually be delivered from the assets on any single day 
nor for that many days.  It simply refers to the peak day a proportional divisor of the total on-system 
storage capacity. 
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multiply the days of bank by the Maximum Daily Control Quantity (“MDCQ”)8

 197 

 of an 194 

individual customer (a proxy for that customer’s peak day demand) to determine the 195 

total storage capacity rights. 196 

Q. Under the Nicor Method, what other features are associated with storage 198 

capacity rights? 199 

A. Under the Nicor banking provisions, transportation customers are able to select the 200 

amount of storage capacity from any level from one times MDCQ to the maximum 201 

amount determined.  Customers are not able to select no bank, i.e., storage 202 

capacity.  This subscribable feature enables transportation customers to choose the 203 

amount of storage that best suits their needs. 204 

 205 

Q. How are storage charges determined under the Nicor Method? 206 

A. Charges are based on the total cost of storage per unit of storage capacity.  To 207 

determine the storage charges, the total cost of on-system storage is divided by the 208 

capacity of that storage.  This answers the question “What is the total cost of on-209 

system storage relative to the storage capacity?”  The result is a number from 210 

which one can calculate the proportional total storage charges for any group or 211 

individual based on their portion of the total storage capacity.  A transportation 212 

                                            
 

8 This is the same term as the Maximum Daily Quantity (“MDQ”).  
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customer’s charges for storage equal the customer’s Bank Limit multiplied by the 213 

storage charge. 214 

 215 

Q. How are costs for unsubscribed bank capacity recovered under the Nicor 216 

Method? 217 

A. Nicor has a separate rider, Rider 5 – Storage Service Cost Recovery, to recover the 218 

cost of unsubscribed bank capacity from sales customers which I have attached as 219 

Attachment A to this testimony.9

 221 

 220 

Q. Do you find the integration of the total storage capacity allocations and peak 222 

day deliverability based on proportional system characteristics to be an 223 

important attribute of the Nicor Method? 224 

A. Yes.   225 

 226 

Q. Why is it important to integrate storage capacity and peak day withdrawal 227 

rights as in the Nicor Method? 228 

A. Nicor’s linking of the two rights reflects their physical relationship.  The gas injected 229 

into storage both allows its withdrawal over the season and facilitates a maximum 230 

                                            
 

9Ill.C.C. No. 16 - Gas 6th Revised Sheet No. 56 and 5th Revised Sheet No. 57. 
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amount of gas to be withdrawn on a peak day by ensuring an adequate level of the 231 

pressure in the field. 232 

 233 

C. The Ameren Proposal 234 

Q. Do the Company’s proffered tariffs comply with the method required by the 235 

Commission in its Final Order in Docket No. 09-0306 et. al. (Cons.)? 236 

A. Not really.  Mr. Eggers attached two transportation banking tariffs to his testimony.  237 

Ameren Ex. 14.2G is the current Rider T with the number of days increased to 22 238 

which reflects a portion of the Nicor Method.  Ameren Ex. 14.4G is the tariff for 239 

Rider TBS which, other than having a subscribable bank, does not follow the Nicor 240 

Method.10

 243 

  None of the tariffs that Ameren has submitted in this case implement “for 241 

AIU the banking provisions currently employed by Nicor, Peoples, or North Shore.” 242 

Q. Can AIU implement Ameren Ex. 14.2G? 244 

A. No.  By its own admission, Ameren Ex. 14.2G is unworkable as proposed.  “The 245 

exhibit was provided with this testimony to satisfy conditions set forth in the Final 246 

Order of Ameren’s last rate proceeding, but it would be impractical to implement as 247 

is.” (Ameren Ex. 14.0G, p. 20, emphasis added)  In other words, Ameren provided 248 

something with no practical value in an attempt to convince the Commission to 249 

                                            
 

10 Ameren Ex. 14.6G amends Ameren’s current Rider T and does not reflect the Nicor Method.  Ameren 
only supports this version of Rider T tariff which amends its current tariff as supplemented by Rider TBS. 
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reject the Nicor method as a whole.  Mr. Eggers states, “Daily balanced Customers 250 

would lack adequate daily access to fill the bank.” (Id.)  Ameren cannot achieve 251 

compliance with the Commission’s directive by including a tariff which is admittedly 252 

unworkable. 253 

 254 

Q. Please describe the total bank in Ameren’s proposed tariff, Rider TBS. 255 

A.  Whereas under the Nicor Method, an aggregate of 22 days of bank would be 256 

offered to its Rider TBS customers, Ameren proposes instead to only guarantee 10 257 

days to its customers.  Ameren witness Eggers opines that, because many 258 

transportation customers do not fully utilize their banks (i.e., they do not completely 259 

fill their banks), that it can offer, but not guarantee, individual customers more than 260 

10 days.  Mr. Eggers proposes an iterative process to ensure that the demand for 261 

bank in aggregate does not exceed 10 days. (Ameren Ex. 14.0G, pp. 12-13) 262 

 263 

Q. How many days of bank can Rider TBS customers choose in Ameren’s 264 

proposal? 265 

A.  Daily balanced customers can choose between 0 and 22 days, in increments of 266 

whole numbers.  Monthly balanced customers can choose from between 5 and 22 267 

days, in increments of whole numbers.  Mr. Eggers asserts that monthly balanced 268 

customers must, by definition, use storage assets to stay in balance, so they should 269 

be required to pay for at least 5 days.  270 

 271 
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Q. What are your concerns with the proposed method to establish bank size? 272 

A.  I have two concerns.  First, although I support giving customers the ability to 273 

choose bank days, this proposal may restrict customers’ ability to choose up to 22 274 

days.  Mr. Eggers asserts, without any information, analysis or data, that 22 days in 275 

aggregate is too much.  Second, monthly balanced customers are required to pay 276 

for at least 5 days.  While Mr. Eggers’ analysis may have some validity, there is 277 

simply no evidence for establishing that that number should be 5 days.  I believe 278 

that Ameren should develop some method to either base the minimum bank days 279 

on empirical evidence or develop an alternative method to charge monthly 280 

balanced customers for the costs that they impose on the system. 281 

 282 

Q. Does Ameren propose to change the restrictions on customers’ ability to 283 

inject and withdraw gas into their banks? 284 

A. No.  Ameren recommends that the restrictions on the ability to inject and withdraw 285 

gas from banks be maintained at the current levels; except that during the summer, 286 

customers are able to inject somewhat more gas than previously allowed. 287 

 288 

Q. How does Ameren propose to recover its costs from transportation 289 

customers? 290 
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A. Ameren proposes what it calls the Equitable Method,11

 296 

 which follows from one of 291 

the Federal Energy Regulatory Commission’s (“FERC”) approaches to rate-setting 292 

for storage services.  This method charges 50% of fixed costs to total storage 293 

capacity and 50% to peak day delivery rights.  This method creates the need to 294 

arbitrarily weight the share of the costs between these two interrelated functions. 295 

D. Recommended changes to Rider TBS 297 

 298 

Q. Can Rider TBS be modified to be satisfy your concerns? 299 

A. Yes.  I believe that Rider TBS can be modified to address my concerns.  Below, I 300 

propose several changes to alleviate those concerns. 301 

 302 

1. Give transportation customers Critical Day withdrawal rights 303 
that are linked to the maximum storage capacity. 304 

 305 

Q. Are a customer’s peak day withdrawal rights under the Nicor Method related 306 

to the peak day deliverability from system storage? 307 

                                            
 

11 This is termed the Equitable method in reference to the Equitable Gas Company and is not a normative 
statement about its results.  (Equitable Gas Company case, Docket No. CP85-876-000 (1986)). 
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A. Yes.  The system peak day deliverability is divided by the Peak Design Day.12

 319 

  This 308 

answers the question “What is the percentage of the peak day demand that can be 309 

met from the storage system?”  The idea is that if the LDC is able to deliver a 310 

certain percentage of its Peak Design Day from its on-system storage, then all the 311 

customer groups and individual customers should be able to deliver that same 312 

percentage from their portion of that storage.  When the customer has access to a 313 

full proportional share of on-system storage under the Nicor Method, that 314 

percentage times the MDCQ equals the Bank Limit times the Storage Withdrawal 315 

Constant (“SWC”) times the SWF.  If the customer chooses less than his full 316 

proportionate share, or does not fully meet the injection target, the customer’s 317 

withdrawal rights are reduced accordingly. 318 

Q. What is the peak day deliverability from the storage system? 320 

A. For Ameren as a whole, 558,759 Dth (Ameren F-8, b)5 and b)6), or 48.1% of its 321 

peak day demand of 1,184,392 Dth (Ameren Ex. 14.3) can be met from its on-322 

system storage. 323 

 324 

Q. How do the peak day withdrawal rights determined under the Nicor Method 325 

compare with the rights provided under the current tariff? 326 

                                            
 

12 Nicor uses the term Peak Day Demand for this concept. 
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A. Under the Nicor Method, a customer having 10 days of bank would be able to get 327 

21.7% of its MDCQ from its bank on a peak day.  This is slightly more than the 20% 328 

of Daily Confirmed Nominations (“DCN”) given to daily-balanced customers under 329 

Ameren’s existing (and proposed) tariffs.  But it is significantly below the access 330 

given to monthly-balanced customers under Ameren’s existing tariffs, which is 50% 331 

of a customer’s MDCQ. 332 

 333 

Q. Does Ameren’s proposed tariff negatively impact smaller transportation 334 

customers relative to the Nicor Method? 335 

A. Perhaps.  Under Ameren’s proposal to allocate 50% of storage costs based on the 336 

customer’s peak day delivery rights coupled with the requirement that the monthly-337 

balanced customer choose at least 5 days of bank, the costs of Ameren’s storage 338 

for monthly-balanced customers would increase significantly.  This significant 339 

storage cost allocated to small transportation customers would likely drive some of 340 

those customers back to sales service when it would not otherwise be economical 341 

for them to do so.  A more reasonable storage cost allocation method will reduce 342 

the costs to these customers compared to the Ameren proposal and will 343 

commensurately reduce the peak day withdrawal rights.  Under the Nicor Method, a 344 

customer who gets 5 days of bank pays half what a customer who gets 10 days of 345 

bank pays and receives half of the peak day withdrawal rights whether or not they 346 

are daily-balanced or monthly-balanced.  This is a more reasonable approach. 347 

 348 
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Q. How were the current peak day withdrawal rights determined? 349 

A. The current peak day withdrawal rights were determined in the 2007 rate case 350 

(Order, Docket No. 07-0585 et. al., (Cons.) p. 313).  They were proposed by Staff in 351 

response to Ameren’s proposal to eliminate all bank and any associated peak day 352 

withdrawal rights. (See Staff Initial Brief, p. 304 and Staff Brief on Exceptions, pp. 107-353 

110)  These rights are independent of the bank capacity.  In making these 354 

proposals, Staff did not attempt to make them proportional to Sales customers’ 355 

withdrawal rights.  In the 2009 rate case, Ameren proposed to recover storage 356 

costs from all transportation customers based on the peak-day withdrawal rights of 357 

daily-balanced customers.  Because Ameren did not propose to recover the costs 358 

for monthly-balanced customers based on their relatively liberal withdrawal rights, 359 

there was no need to correct this discrepancy until the present case. 360 

 361 

Q. What would the Critical Day withdrawal rights be under the Nicor Method? 362 

A. Using the Nicor Method, Ameren’s peak day deliverability of total on-system 363 

storage of 558,759 Dth should be divided by its on-system storage capacity of 364 

25,765,200 Dth.  This results in Critical Day withdrawal rights of 2.2% of the 365 

transportation customer’s Bank Limit. 366 

 367 

Q. What do you recommend that Critical Day withdrawal rights be in Ameren’s 368 

Rider TBS? 369 
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A. I recommend that the Commission order Ameren to establish withdrawal rights at 370 

2.2% of the transportation customer’s Bank Limit. 371 

 372 

2. Give transportation customers proportional maximum storage 373 
capacity based on the Nicor Method. 374 

Q. Does Ameren’s proposal grant transportation customers a proportional 375 

level of storage capacity? 376 

A. No.  Ameren has proposed in Rider TBS to limit transportation customers as a 377 

group to what it calls the Banking Service Limit (“BSL”).  Mr. Eggers defines the 378 

BSL as the MDCQ of all Rider T customers as of November 1, 2010, multiplied by 379 

10, which is 5.48 Bcf. (Ameren Ex. 14.0G, p. 12)  This level is less than the 380 

proportional level determined under the Nicor Method. 381 

 382 

Q. Will the level of Ameren’s proposed BSL remain fixed? 383 

A. It is unclear.  Mr. Eggers states that “This limit is to remain in place until AIC’s next 384 

rate proceeding. (Ameren Ex. 14.0G, p.12)  However, later in his testimony, he 385 

states that “after each election period, Ameren Illinois will recalculate the bank size 386 

limit based on the aggregate MDCQ of Rider T transport customers at the 387 

beginning of the next effective bank year.” (Ameren Ex. 14.0G, p.14)  Mr. Eggers 388 

should clarify in rebuttal testimony whether the BSL remains fixed or changes 389 

annually. 390 

 391 

Q. Do you agree with Ameren’s proposed limit on transportation customers’ 392 

storage capacity? 393 
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A. No.  Ameren has not provided any reason why it cannot provide a bank based on 394 

the Nicor Method.  Nicor Gas, Peoples Gas, and North Shore Gas all allocate a 395 

proportional share of storage to transportation customers and manage to keep their 396 

system in balance and storage fields adequately cycled. 397 

 398 

Q. What reasons does Ameren give for why it must limit transportation 399 

customers’ storage capacity to a level that is less than proportional? 400 

A. Mr. Eggers indicates that if Ameren were to give proportional storage rights, 401 

transportation customers as a group would have 47% of on-system storage.  He 402 

states that this would require “some measure of cycling requirements” (Ameren Ex. 403 

14.0G, p.20)  Cycling requirements are restrictions that force transportation 404 

customers to inject a certain amount of gas into storage when Ameren is injecting 405 

gas for sales customers and/or to withdraw gas when Ameren is withdrawing gas 406 

for sales customers.  The 22 days of bank apparently leads to a BSL that is too 407 

high for Ameren to manage without forcing transportation customers to behave as 408 

Ameren does. 409 

 410 

Q. Do you support cycling requirements? 411 

A. Yes, but only limited ones.  A single fall injection target, like the one used by Nicor, 412 

is appropriate for Ameren’s transportation customers.  Nicor requires its 413 

transportation customers to have the bank 90% full on November 1 or face reduced 414 

Critical Day withdrawal rights. 415 

 416 
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Q. Is the Nicor Method compatible with non-proportional total storage capacity 417 

rights? 418 

A. Yes.  Even if the total storage capacity of individual customers or transportation 419 

customers as a group, as in the case of Ameren’s BSL, is limited, the storage cost 420 

and peak day rights determined under the Nicor Method are still relevant. 421 

 422 

3. Charge transportation customers for storage costs based on the 423 
proportional Critical Day rights and maximum storage capacity. 424 

 425 

Q. What is Ameren’s current cost recovery method? 426 

A. Mr. Eggers states that the “current cost allocation established in Ameren Illinois’ 427 

previous rate cases is  based on the percentage obtained by dividing 20% of the 428 

highest daily aggregate nomination of Rider T customers by the peak daily 429 

deliverability of Ameren Illinois’ system storage fields.” (Ameren Ex. 14.0G, p. 8) 430 

 431 

Q. What has Ameren proposed for cost recovery in this case? 432 

A. Ameren’s proposal for the cost recovery of underground storage costs responds to 433 

the fact that the current method does not have a relationship to the size of the bank.  434 

It proposes to split the storage costs and allocate them half to peak day 435 

deliverability and half to annual capacity.  “A proper allocation of on-system storage 436 

costs would include a deliverability component reflecting a transportation 437 

customer’s access to their banks on a peak day and a bank capacity component 438 

reflecting the overall size of a customer’s bank.” (Ameren Ex.14.0G, p. 9)  Mr. 439 
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Eggers goes on to indicate that the method chosen is used by FERC on some 440 

pipelines’ storage services. (Id.) 441 

 442 

Q. Do you support Ameren’s proposal for storage cost recovery? 443 

A. No.  Ameren has proposed this method in order to address a shortcoming with the 444 

current method as noted above.  However, if the Critical Day proposal discussed 445 

above is adopted, the need for these separate components will disappear. 446 

 447 

Q. How will Ameren’s proposal for storage cost recovery affect daily-balanced 448 

customers? 449 

A. Ameren’s method would allocate a significant portion of costs to the first day of 450 

bank.  This is likely to drive at least some GDS-4 customers, who have the option, 451 

to select no bank in order to avoid the high initial bank charges.  As a practical 452 

matter, such a selection might end up depriving large transportation customers of 453 

their access to any bank. 454 

 455 

Q. How will Ameren’s proposal for storage cost recovery affect monthly-456 

balanced customers? 457 

A. As I discussed previously, when combined with Ameren’s proposal to require 458 

monthly-balanced customers to subscribe to at least 5 days of bank, this may drive 459 

some of these smaller customers back to sales service.  Such a migration back to 460 

sales service would reduce the benefits now enjoyed under Transportation service.  461 
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This migration would be based on that transportation service is no longer 462 

economical. 463 

 464 

Q. What do you propose for storage cost recovery? 465 

A. I propose that the two components of the Ameren charge be replaced with a single 466 

component calculated in the manner described above as the Nicor Method.  This 467 

method has been approved by the Commission several times.13

 469 

 468 

Q. What would the single charge be for Rider TBS customers? 470 

A. My calculation of this charge is determined by dividing the on-system storage costs 471 

of $32,485,580 by the annual capacity of on–system storage of 25,765,200 Dth.  472 

This results in an annual per Dth of Bank Limit charge of $1.26, an annual per 473 

therm of Bank Limit charge of $0.126 and a monthly charge of $0.0105 per therm of 474 

Bank Limit.14

 478 

  Doubling the proposed capacity charge and linking the Critical Day 475 

withdrawal right, eliminates the need for a separate capacity-based portion of that 476 

charge. 477 

Q. If the Commission rejects your proposal to link the Critical Day rights and 479 

                                            
 

13 See Final Orders in Dockets, 04-0779, p. 138 and 08-0363, p. 115. It is also similar to the type of 
charge proposed by Peoples Gas and North Shore in their current rate case. 
14 The charge I have calculated is exactly double the proposed capacity charge if I understand the 
manner in which the charge is applied.  Ameren’s capacity charge is $0.063 per month but you apply that 
charge to 1/12th of the Bank Limit.  My method is more straightforward, but I believe that we have 
achieved the same result.  (The equivalent charge in Rider TBS would then be $0.126 per). 
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storage capacity along with your proposal to have a single charge, will any 480 

other changes be required? 481 

A. Yes.  If the Commission approves a dual charge for these storage costs, then the 482 

rights of daily-balanced customers would need to be reduced to prevent them from 483 

being priced out of transportation service. 484 

Additionally, the charges for daily-balanced customers should be based on the 485 

Critical Day withdrawal rights which remain at 20% of DCN as opposed to the 20% 486 

of MDCQ that Ameren proposes.  The Commission already decided that DCN is 487 

the appropriate parameter in the last rate case because that is the tariffed 488 

withdrawal rights.  489 

While AIU's method attempts to consider bank withdrawals by 490 
transportation customers on a CD, when storage capacity is arguably 491 
the most important, the Commission is concerned that AIU has 492 
neglected to consider the big picture. By "big picture," the 493 
Commission is referring to AIU's existing tariff provisions which would 494 
deter transportation customers from making a reliability problem 495 
worse on a CD. Staff's method, on the other hand, appears to reflect 496 
the operational realities of a CD. The Commission finds Staff's 497 
approach to more reasonably reflect the withdrawal capacity of 498 
transportation customers on a peak day. Basing the allocation on 499 
20% of peak day usage rather than 20% of DCN over-allocates costs 500 
to transportation customers. The more appropriate method is to 501 
allocate the on-system storage cost based on 20% of DCN, as 502 
suggested by Staff. Accordingly, AIU's gas COSS should reflect an 503 
allocation of on-system underground storage costs based on 20% of 504 
transportation customers' aggregate DCN on the 2008 peak day. 505 
(Final Order, Docket Nos. 09-0306 et al (Cons.), April 29, 2010, p. 257) 506 

The fact that Ameren provides some additional summer injection rights should not 507 

allow it to charge the transportation customers for that flexibility year-round. 508 

 509 

Q. Do you have any concerns regarding base rates in this case? 510 
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A. Yes.  Ameren plans for Rider TBS to go into effect on May 1, 2012.  Prior to that 511 

date, the interim base rates that are to go into effect are not determined in the 512 

manner that the Commission ordered in Docket No. 09-0306 et al (Cons.).  Mr. 513 

Eggers never addressed the interim base rates and Ms. Althoff never addressed 514 

how Ameren allocated the on-system storage costs to transportation customers 515 

that resulted in the interim rates.  My concerns are separate from those raised by 516 

Staff witness Rukosuev, who is primarily concerned with the allocation of all costs 517 

among the rate zones. (See Staff Ex. 15.0, p. 38) 518 

 519 

Q. Has Ameren provided any support for the interim base rates? 520 

A. Not exactly.  The rates are shown in the Tariff (Sheet Nos. 12.001, 13.001, 14.002 521 

14.003 and 15) and shown in Ameren Ex. 13.7G.  However, with the information 522 

that Ameren has provided, it is not possible to determine how these charges were 523 

calculated.  Staff has submitted discovery to Ameren on this matter and will 524 

address this issue again in rebuttal testimony. 525 

 526 

Q. What do you recommend? 527 

A. Interim base rates should be determined in the manner that the Commission 528 

ordered in the previous rate case for those three months, i.e. allocate storage costs 529 

to all transportation customers based on 20% of DCN. 530 

 531 

Q. Once Rider TBS takes effect, does this issue disappear? 532 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 13.0 

26 

A. No.  It is no longer a base rates issue, but it then becomes a problem with the Rider 533 

TBS charges as mentioned above. 534 

 535 

4. Reject Ameren’s changes to the Cashout provisions  536 
 537 

Q. How does Ameren propose to change its cashout provisions that apply 538 

when a customer does not meet its delivery requirements? 539 

A. Mr. Eggers states the “pricing mechanism has been changed to pay Rider T 540 

customers the lower of the PGA cost or the market price when the Rider T 541 

customer has excess deliveries.” Conversely, the change also charges the Rider 542 

T customer the higher of the PGA cost for the month in which the cashout occurs 543 

or the market price when the customer has inadequate deliveries. (Ameren Ex. 544 

14.0G, p. 21) 545 

 546 

Q. Has Ameren proposed this cashout method in previous rate cases? 547 

A.  Yes.  Ameren proposed this in the 2007 rate case, Docket Nos. 07-0585 et. al., 548 

(Cons.). 549 

Initially, AIU proposed to cashout daily imbalances between 550 
nominations and usage for gas transportation customers at the higher 551 
of the Chicago City gate price or the PGA and monthly imbalances at 552 
the higher of the Average Chicago City gate price or the PGA. Staff 553 
witness Sackett objected to this because the Chicago City gate price 554 
reflects the market and no other major LDCs in Illinois have the PGA 555 
in their cashout mechanism. AIU witness Glaeser removed the 556 
proposal. The current proposal is for the Chicago City gate to be the 557 
only daily cashout price. AIU has also removed its proposal for a 558 
monthly cashout. Staff agrees with this proposal. CNE-Gas supports 559 
these changes as well. The Commission finds the cashout 560 
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mechanism acceptable and directs that it reflected in the compliance 561 
filing.  562 
(Order, Docket No. 07-0585 et. al., (Cons.), p. 285) 563 

 564 

Q  What was your position on this issue in that case? 565 

A. I opposed Ameren’s proposal for the reasons stated in my direct testimony in that 566 

case. 567 

This cashout should never occur at the PGA because the PGA has 568 
no relevance to the value of that gas as it is used day-to-day. Also it 569 
does not provide a price signal to but rather serves as a penalty and 570 
a subsidy from transportation to system customers. The spot price 571 
would reflect both the cost of utility to buy additional supply to provide 572 
daily balancing and also better reflects the cost of gas to a 573 
transportation customer so that the profit incentive to play differences 574 
between the daily price and Ameren‟s cashout price based on the 575 
monthly average spot price is eliminated. This approach eliminates 576 
potential gaming without reducing valuable balancing for customers. 577 
Docket No. 07-0585 et. al., (Cons.), Staff Ex. 11.0, p. 49) 578 

 579 

Q  Did Ameren admit in the 2007 docket regarding this cash out proposal that 580 

the current method addresses arbitrage opportunities? 581 

A. Ameren witness Glaeser states that “We agree that arbitrage opportunities are 582 

minimized by Mr. Sackett’s suggestion of having daily cashout pricing based 583 

upon daily market prices.” (Docket No. 07-0585 et. al., (Cons.), Ameren Ex. 54.0, 584 

p.16, emphasis added) 585 

 586 

Q. How did Ameren justify this proposal? 587 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 13.0 

28 

A. According to Mr. Eggers, these changes are necessary “to protect those [PGA] 588 

customers from any negative cost consequences of these cashouts[.]” (Ameren Ex. 589 

14.0G, p. 20)  Additionally, he states that the Commission has previously approved 590 

this type of mechanism.  He states, “Nicor’s current tariff has a similar mechanism 591 

for their transportation customers and the tariffs of the legacy Ameren Illinois 592 

utilities had similar cashout provisions in the past.” (Id., p. 21) 593 

 594 

Q. Do you agree with Ameren’s proposal? 595 

A. No.  Mr. Eggers provides no evidence in his direct testimony regarding the 596 

“negative cost consequences” to PGA customers.  Further, the cashout provisions 597 

are already designed to deter transportation customer behavior that might impair 598 

the system.  There is no evidence that the current provisions are inadequate.  599 

Finally, I note that the Commission approved the current cashouts in Ameren’s 600 

2007 rate case, which do not include these specific provisions. 601 

 602 

5. Reject Ameren’s method for recovering unsubscribed bank 603 
capacity because it is not properly specified. 604 

 605 

Q. How is Ameren proposing to recover cost not recovered due to 606 

unsubscribed capacity? 607 

A. Ameren proposes to recover the costs associated with unsubscribed bank 608 

capacity from sales customers through a charge called the Unsubscribed Bank 609 

Capacity Charge (“UBCC”) in Rider S. (Ameren Ex. 14.5G, p. 2) 610 
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 611 

Q. Why does Ameren propose this? 612 

A. According to Mr. Eggers, “A necessary element of the unbundled balancing service 613 

is an annual cost allocation to Rider T Customers of only the amount of bank 614 

capacity for which they subscribe.”  These costs should be borne by sales 615 

customers because they are “the beneficiaries of the unsubscribed bank capacity.” 616 

(Ameren Ex. 14.0G, p. 16) 617 

 618 

Q. Do you agree that it is appropriate to recover unsubscribed capacity costs 619 

from sales customers? 620 

A. Yes.  A cost mechanism is necessary to support this bank flexibility for 621 

transportation customers.  Sales customers use and benefit from unsubscribed 622 

capacity, so it is reasonable that they should pay those costs.  Also, the 623 

Commission approved a clearly specified mechanism in Nicor’s Rider 5 – Storage 624 

Service Cost Recovery (“SSCR”). 625 

 626 

Q. Do you agree with the UBCC as proposed? 627 

A. No.  As discussed in Ms. Jones’ testimony (ICC Staff Exhibit 6.0), the calculation of 628 

the charge in Rider S is not completely specified. 629 

 630 

Q. What do you recommend with regard to the UBCC? 631 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 13.0 

30 

A. I recommend that Ameren provide greater specificity in its rebuttal testimony or 632 

adopt a method similar to Nicor’s Rider 5 – SSCR which I have included as 633 

Attachment A to this testimony. 634 

 635 

Q. Does this conclude your prepared direct testimony? 636 

A. Yes. 637 



Northern Illinois Gas Company 
d/b/a Nicor Gas Company 

1I1.C.C. No. 16 - Gas 

6th Revised Sheet No. 56 
(Canceling 5th Revised Sheet No. 
56, Effective April 3, 2009) 

Standard Rider 5 
Storage Service Cost Recovery 

Applicable to All Rates 

The charge for Storage Service Cost Recovery (SSCR), applicable to all service classifications receiving Company 
supplies, shall be determined by the Company at least annually. 

Costs recoverable through Rider 5 shall include the cost of unsubscribed Storage Banking Service (SBS) and the related 
investment cost in Company inventory as defmed below. 

Each year, on or before July 1, the Company shall file with the Commission an information sheet specifying the SSCR to 
be effective for the remaining period ending June 30 ofthe succeeding calendar year. Each 12-month period ending June 
30 shall be considered the Armual Recovery Period. Such filing shall include a statement showing the determination of 
such charge in accordance with Section A herein, the determination to be accompanied by data in explanation thereof. 
The amount ofSSCR will be reflected with the charges filed under the provisions of Rider 6, Gas Supply Cost, and added 
to the Commodity Gas Cost (CGC) and to be included as a part of the CGC for billing purposes. 

* Section A - Determination of SSCR 
The Company shall annually determine under this Section the SSCR. The Company shall file an information sheet at 
least annually with the Commission, which shall remain in effect in accordance with the tenns of this Rider 5. 

The SSCR shall be determined in accordance with the following formula: 

SSCR~ U + C + ARB 
T T 

Where: U 

C 

T 

ARB 

The unrecovered annual cost of unsubscribed SBS capacity for the Annual Recovery Period, 
based on the embedded cost of SBS capacity. This cost, as established in Docket No. 08-
0363, is $0.0422 per therm of unsubscribed capacity 

The carrying cost of additional investment in Company storage as a result of the unsubscribed 
SBS capacity. This cost, as established in Docket No. 08-0363, is $0.0066 per therm of 
unsubscribed capacity. 

The estimated applicable therms of gas associated with the sales of Company supplies, 
estimated for the remaining portion of the Annual Recovery Period. 

Annual Reconciliation Balance from any overcollection or undercollection during the 
immediately preceding year. (See Section B) 

(Continued On Sheet No. 57) 

Fi led with the Illinois Commerce Commission on October 9,2009 
Issued pursuant to order ofthe Illinois Commerce Commission 
entered October 7, 2009 in Docket No. 08-0363 

Effective October 15, 2009 
Issued by - Gerald P. O'Connor 
Senior Vice President 

Items in which there are changes are preceded by an asterisk (*) Post Office Box 190 
Aurora, Illinois 60507 
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Northern Illinois Gas Company 
d/b/a Nicor Gas Company 

Standard Rider 5 
Storage Service Cost Recovery 

(Continued From Sheet No. 56) 

IlI.C.C. No. 16 - Gas 

5th Revised Sheet No. 57 
(Canceling 3rd Revised Sheet No. 
57, Effective November 22,2005) 

* If SBS elections by transportation customers result in selected capacity exceeding the sum of: (I) storage capacity 
assigned to transportation customers in Docket No. 08-0363 applied to the MDCQs of transportation customers as of 
June 1,2009; and (2) the cumulative net change in storage capacity initially assigned to transportation customers 
beginning service or ending service after June 1, 2009, the SSCR will result in a refund to non-transportation 
customers. 

Section B - Reconciliation 
After each annual recovery period, the Company shall make a reconciliation which will compare billed revenue 
with the cost to be recovered or refunded. On or before September I of each year, the Company shall file with 
the Commission an information sheet specifYing the ARB if the ARB results in a change of 0.01 cents per therm 
or greater. This reconciliation amount will be adjusted for interest charged at the rate established by the 
Commission under 83 Ill. Adm. Code 280.70 (e)(1), and will be refunded or collected over the period of 
September to June of the subsequent annual recovery period. 

Filed with the Illinois Commerce Commission on March 31, 2009 
Issued pursuant to order of the IIlinois Commerce Commission 
entered March 25, 2009 in Docket No. 08-0363 
Items in which there are changes are preceded by an asterisk (*) 

Effective April 3, 2009 
Issued by Gerald P. O'Connor 
Senior Vice President 
Post Office Box 190 
Aurora, Illinois 60507 
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