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ILLINOIS COMMERCE COMMISSION 1 

DOCKET Nos. 11-0279, 11-0282 (Cons.) 2 

REBUTTAL TESTIMONY OF  3 

TIMOTHY L. EGGERS 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Timothy L. Eggers.  My business address is One Ameren Plaza, 1901 9 

Chouteau Ave., 63103. 10 

Q. Are you the same Timothy L. Eggers who provided revised direct testimony in this 11 

proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

Q. What is the purpose of your rebuttal testimony in this proceeding? 15 

A. The purpose of my rebuttal testimony is to respond to the direct testimony of Illinois 16 

Commerce Commission Staff (Staff) witnesses, Mr. David Sackett and Ms. Burma Jones; and to 17 

Illinois Industrial Energy Consumers (IIEC) witness, Mr. Michael Gorman. 18 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 19 

A. Yes, I am sponsoring the following exhibits: 20 

 Ameren Exhibit 34.1: Rider TBS Cost Comparison Tables 21 

 Ameren Exhibit 34.2: Revised AIC Banking Service Calculations 22 
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 Ameren Exhibit 34.3: Revised Cost Allocations to Banking Services and 23 
Rider TBS Rate Derivations 24 

 Ameren Exhibit 34.4: Imbalance Cash-out Cost Consequences 25 

 Ameren Exhibit 34.5: Daily Imbalance Data by Rate Zone 26 

 Ameren Exhibit 34.6: Legacy CILCO tariff 27 

 Ameren Exhibit 34.7: Position Comparison on Rider TBS Issues 28 

III. RESPONSE TO STAFF WITNESS, MR. SACKETT 29 

Q. Mr. Sackett testifies that Ameren Illinois’ proposed Transportation Banking Service 30 

tariff can be adopted with numerous modifications.  Please summarize your response to 31 

Mr. Sackett’s counter-proposal on Rider TBS - Transportation Banking Service. 32 

A. I do not agree with his proposed modifications to Rider TBS - Transportation Banking 33 

Service (Rider TBS).  Although Mr. Sackett says that Rider TBS can be adopted, his proposed 34 

changes effectively gut Ameren Illinois’ proposed Rider TBS.   Mr. Sackett recommends that 35 

Ameren Illinois Company d/b/a Ameren Illinois’ (Ameren Illinois or AIC) gas transportation 36 

banking services be provided under the Northern Illinois Gas Company (Nicor) method.  37 

However, Mr. Sackett fails to establish that the Nicor method is appropriate for Ameren Illinois, 38 

because he does not establish that Ameren Illinois’ and Nicor’s systems are operationally 39 

comparable.  In other words, he is advocating a one-size-fits all approach to transportation 40 

banking for utilities that are not the same “size”, operationally speaking.  Ameren Illinois’ 41 

proposal by contrast recognizes and accommodates the differences between Ameren Illinois’ 42 

systems and Nicor’s.  Further, Mr. Sackett’s proposal would increase Ameren Illinois’ overall 43 

cost of gas storage, impose costs on Ameren Illinois’ system gas customers, and reduce Ameren 44 
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Illinois’ operational flexibility, as I discuss below.  Therefore, Mr. Sackett’s recommended 45 

modifications to Rider TBS should be rejected. 46 

Q. Please explain your point about operational comparability. 47 

A. Nicor provides service to over two million natural gas customers in a geographic area 48 

roughly half the size of Ameren Illinois’ service territory that serves less than 900,000 49 

customers.  Nicor's transmission and distribution networks have a much greater degree of 50 

interconnection and integration, offering greater flexibility in moving gas across its’ entire 51 

system.  Nicor's service territory is also home to one of the largest natural gas transmission hubs 52 

in the nation, supplied by a confluence of the following major interstate pipelines:  NGPL, 53 

Alliance, ANR, Northern Border, Vector and Midwestern.  This affords Nicor greater gas supply 54 

flexibility to access intraday gas (gas purchased after the timely cycle) and delivered gas (gas 55 

purchased directly at a company's citygate).  Nicor owns and operates eight storage fields with 56 

an annual capacity of nearly 135 Bcf while Ameren Illinois owns and operates 12 fields with a 57 

capacity of only 25 Bcf.  Nicor has 2.5 times the number of customers with over five times the 58 

storage capacity.  Six of Ameren Illinois’ smaller storage fields are constrained by the 59 

distribution system to serve only a small subset of its gas customers.  Many of Ameren Illinois’ 60 

customers are served by distributions systems with no access to any Ameren Illinois storage 61 

field.  Ameren Illinois’ service territory includes the southern three quarters of Illinois, and 62 

experiences vast weather differences across the entire system on a single day that creates difficult 63 

load forecasting and gas supply delivery conditions.  Key differences between the Nicor and 64 

Ameren Illinois methods include how peak day deliverability is determined, how on-system 65 

storage costs are allocated, and the aggregate amount of storage capacity made available to 66 
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transportation customers for their banks.  AIC believes the differences are appropriate, and 67 

necessary, given the operational differences between AIC and Nicor.   68 

Q. Please comment on Mr. Sackett’s statement that, “the integration of the total 69 

storage capacity allocations and Peak Day Deliverability based on proportional system 70 

characteristics to be an important attribute of the Nicor Method.”  71 

A. This is the foundation of the Nicor allocation methodology.  But the theory is seriously 72 

flawed.  It is based on a proportion between two quantities that do not have a proportional 73 

relationship.  First, the Nicor method determines Peak Day Deliverability (PDD) by the 74 

proportion of on-system storage deliverability on a peak day divided by annual storage capacity.  75 

However, there is no consistent proportional relationship between the size of a storage field 76 

(capacity) and its peak day deliverability.  This fact is supported by the table below which shows 77 

the capacity and peak day deliverability of selected Ameren Illinois storage fields.  The table 78 

shows that the peak day deliverability of each of these storage fields vary significantly from 1% 79 

to 10% of its capacity.  The Nicor method defines this relationship for all storage assets in 80 

aggregate.  Ameren Illinois disputes the application of the proportional allocation component of 81 

the Nicor method to Ameren Illinois, because the result differs vastly from what individual 82 

storage fields can physically deliver on a daily basis and because the localized nature of the 83 

delivery of storage gas from our fields prevents us from utilizing our storage assets to serve our 84 

total market area in aggregate.  Clearly, this portion of the Nicor method is not appropriate for 85 

Ameren Illinois. 86 

87 
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Table 1-Ratio of Storage Deliverability to Working Capacity 88 

  Peak Day  Annual Working    

Ameren Illinois  Deliverability  Capacity  PDD to Capacity 

Storage Field  (MCFD)  (MCF)  Ratio 

Johnston City 
                        
10,000   745,927  1.3% 

Glasford 
                     
120,000   4,013,699  3.0% 

Tilden 
                        
50,000   870,000  5.7% 

Centralia 
                        
14,000   143,000  9.8% 

Second, another concern is that Mr. Sackett is using the peak day deliverability of storage 89 

fields to determine bank withdrawal rights on a Critical Day.  Most of Ameren Illinois’ fields can 90 

operate at peak delivery for only one day.  If Ameren Illinois were to lose a key pipeline or 91 

storage field for several days, we would have multiple Critical Days, yet the rights for our 92 

transportation customers to withdraw from their banks remain the same and are determined by a 93 

peak day deliverability which is no longer available.  Ameren Illinois rejects any application of 94 

the Nicor method applied to its Critical Day bank withdrawal provisions. 95 

Q. What concerns do you have about applying the Nicor method’s proportional 96 

allocation of capacity to AIC? 97 

A. If transportation customers are to have access to on-system storage resources to support 98 

their banks, then we should find an appropriate method to determine how much storage.  Here, 99 

the Nicor method determines the share of on-system storage capacity (22 days worth) by 100 

dividing the total annual on-system storage capacity of 25.765 Bcf by the total Design Peak Day 101 

for sales customers plus the MDCQs of transportation customers.  Again, Mr. Sackett is using 102 

two quantities that do not have a proportional relationship to develop a key component of his 103 

proposal, the number of days of bank allocated to transportation customers or bank size.  104 
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However, a number of other options could be used, and Mr. Sackett does not explain why his 105 

proposal would be superior to any of these.  For example, one could use actual usage on a peak 106 

day divided by total storage capacity.  Mr. Sackett indicates that use of MDCQs supposedly 107 

overstates allocations in Ameren Illinois’ PDD calculation, but he uses MDCQs to calculate the 108 

number of days of bank (bank size) under the Nicor method.  Alternatively, one could use the 109 

ratio of winter transportation customer throughput over total winter throughput to determine their 110 

"share" of the storage capacity provided to serve the winter load.  Yet another option would be to 111 

use maximum coincident banked volumes of transportation customers in the winter(s) prior to 112 

the proceeding to gauge what they are actually using to form an allocation.  There are many ways 113 

to proportionally allocate storage capacity and Mr. Sackett has not explained why the Nicor 114 

method is an appropriate method for Ameren Illinois.  By contrast, AIC’s proposed allocation of 115 

storage capacity is appropriate because it more closely provides the level of service that 116 

transportation customers require to balance the differences between their daily nominations of 117 

gas supply into Ameren’s distribution system and their actual gas usage.  This has been and 118 

continues to be the primary function of Ameren’s banking service. 119 

Q. Mr. Sackett alleges that none of AIC’s submitted tariffs implement the banking 120 

provisions currently employed by Nicor, Peoples Gas, or North Shore. Do you agree? 121 

A. No.  The point of contention in the last case was whether the application of the Nicor 122 

method, the Peoples/North Shore method or Ameren Illinois’ method was appropriate for use to 123 

determine the bank size for a customer.  No party in the case suggested, or implied, that Ameren 124 

Illinois adopt the entirety of Nicor or Peoples/North Shore tariff banking provisions.  Ameren 125 

Illinois followed the Commission Order by submitting a tariff using the Nicor method to 126 

determine the bank size.  Ameren Illinois also followed the directive of the Commission by 127 
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conducting a workshop process and filing tariffs with the banking provisions it believes to be 128 

appropriate for its specific gas distribution system.  Notably, the Commission left open the 129 

possibility for Ameren Illinois to file tariffs it thought appropriate.  Clearly, the Commission had 130 

not come to a final conclusion in the prior case.  Now, the Commission has the benefit of 131 

workshops and AIC’s proposals to use to determine the appropriate banking provisions. 132 

Q. Is AIC’s proposed tariff using the Nicor method workable? 133 

A. No, for the reasons I explained in direct testimony.  The fact that this tariff is unworkable 134 

confirms the difficultly with imposing the Nicor method on AIC. 135 

Q. What are Mr. Sackett’s initial concerns with Ameren Illinois’ Rider TBS proposal? 136 

A. He believes AIC’s proposal may restrict customers’ ability to choose up to 22 days of 137 

bank.  Also, he questions why monthly balanced customers are required to pay for at least 5 138 

days.   139 

Q. How do you respond to these concerns? 140 

A. Mr. Sackett's concern stems from our proposed Bank Service Limit (BSL)of 10 times the 141 

aggregate sum of transportation customer’s MDCQs at 11/1/2010, which amounts to 5.482 Bcf 142 

or approximately 21.3% of AIC’s on-system storage capacity.  This may have the potential to 143 

limit a customer's ability to receive up to 22 days times MDCQ of bank during the subscription 144 

process, as I explained in my direct testimony.  However, a fundamental tenet to our proposal is 145 

to provide individual customers with greater choice (as requested at the workshops), including 146 

the opportunity for larger banks, yet protect the integrity and operation of Ameren Illinois’ 147 

storage fields.  The BSL should not interfere with customer choice.  Since Ameren Illinois 148 

cannot relax the BSL for reasons explained elsewhere, the Commission should adopt our 149 
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approach which gives customers bank size options through a voluntary elective subscription 150 

process while maintaining system integrity.   151 

With respect to the monthly balanced customers having to subscribe for a minimum of 152 

five days of bank, these customers have access to their entire bank each month and are 153 

completely immune to daily imbalances that they create.  The five days is a reasonable level at 154 

which to begin since an allocation of zero days of bank is inappropriate for monthly balanced 155 

transportation customers, as explained in my direct testimony.  Furthermore, there is very little 156 

cost difference to the customer if the minimum is three, four, or five days.  An average sized, 157 

monthly balanced customer with a 250 Therm MDCQ would pay an extra $1.31 per month for 158 

five days of bank versus four.  Please see Ameren Exhibit 34.1 for a cost table with Ameren 159 

Illinois’ proposed Rider TBS and the monthly costs calculated by me using Mr. Sackett's rates 160 

contained in his direct testimony.  Accordingly, the five day minimum level of bank capacity for 161 

monthly balanced transportation customers is reasonable. 162 

Q. Mr. Sackett recommends AIC develop some method to base the minimum bank 163 

days on empirical evidence or develop an alternative method to charge monthly balanced 164 

customers for the costs that they impose on the system.  How do you respond? 165 

A. Since AIC does not have daily metering on these customers' premises (a result of Mr. 166 

Sackett’s recommendation in our 2007 rate case) and we allow them to group balance in large 167 

numbers, empirically determining the costs they impose on the system is not practical.  As stated 168 

in my direct testimony, Ameren Illinois proposes to allocate costs based on peak day 169 

deliverability of a customer's bank and the capacity of their bank and believes it to be appropriate 170 

for monthly balanced customers.  171 
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Q. What are Mr. Sackett’s proposed modifications to Ameren Illinois’ proposed Rider 172 

TBS? 173 

A. Although the relationship between his recommendations on pages 3-4 and the discussion 174 

in the rest of his testimony are not entirely clear, Mr. Sackett appears to have five main proposals 175 

for modification of Ameren Illinois’ proposed Rider TBS: (1) Modify the Critical Day 176 

withdrawal rights to conform to the Nicor method; (2) Implement proportional maximum storage 177 

capacity to conform to the Nicor method; (3) Implement a single charge for  transportation 178 

customers based on the proportional Critical Day rights and maximum storage capacity as Nicor 179 

does; (4) Reject Ameren Illinois’ proposed changes to the Cashout provisions; and (5) Revise the 180 

method for recovering unsubscribed bank costs.  I will address each in turn. 181 

A. Critical Day withdrawal rights 182 

Q. Mr. Sackett proposes to “[g]ive transportation customers Critical Day withdrawal 183 

rights that are linked to the maximum storage capacity,” and recommends that the 184 

Commission order Ameren Illinois to establish Critical Day withdrawal rights at 2.2% of 185 

the transportation customer’s Bank Limit.  Is this acceptable? 186 

A. No.  Providing transportation customers Critical Day withdrawal rights greater than they 187 

have now should not be accepted by the Commission for several reasons.  Ameren Illinois’ 188 

resources to provide service to all customers on a peak day, which we can assume will be a 189 

Critical Day given the characteristics of AIC’s system, include only enough deliverability to 190 

comply with the current tariff provisions.  If Mr. Sackett's proposals are adopted, with 2.2% 191 

access of the maximum 22 times MDCQ days of bank for all transportation customers, Ameren 192 

Illinois could see a potential draw on system resources of 265,319 Dth on a Critical Day.   193 

Q. Why is this unacceptable? 194 
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A. First, Ameren Illinois’ current system resources devote 109,290 Dth to delivering peak 195 

day supply to transportation customers.  The extra 156,029 (over 10% of the current system 196 

peak) afforded by Mr. Sackett's proposal could require curtailments to the transportation 197 

customers of the additional delivery expected.  It could create the potential for outages. 198 

Operational risk of that magnitude is not warranted and illustrates the concerns with a “one-size-199 

fits-all” approach to storage cost allocation on all Illinois gas utilities.  Second, as stated before, 200 

the Ameren Illinois distribution system and storage field locations leave many customers without 201 

direct access to our storage fields.  These customers are balanced with other pipeline resources, 202 

which would have to be expanded to meet the additional demands.  Also, if substantial numbers 203 

of transportation customers elect large bank sizes and attempt to access their peak day 204 

withdrawal rights, Ameren Illinois would be unable to deliver without purchasing additional 205 

storage or pipeline resources.  Ameren Illinois could be forced to lease additional pipeline 206 

storage and capacity to provide service to the expanded transportation customer rights.  This 207 

would create an instant subsidy as these resources are paid for by the sales customers through the 208 

Purchased Gas Adjustment (PGA).  209 

Q. What other concerns are there with Mr. Sackett’s position on Critical Day 210 

withdrawal rights? 211 

A. It is illogical to grant transportation customers greater rights to their banks on a Critical 212 

Day than they have on a normal day.  Mr. Sackett’s proposal would allow for a potential draw on 213 

system resources of 265,319 Dth1 on a Critical Day compared to 109,636 Dth2 on a non-critical 214 

day.  Critical Day tariffs are designed to create a significant economic incentive for 215 

                                                 
1 Critical Day Withdrawal Limit of 2.2% times Maximum Bank of 12,059,956 Dth. 
2 Non-Critical Day Bank Withdrawal Limit of 20% times DCN (MDCQ of 548,180 Dth). 
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transportation customers to bring enough gas into the system to meet their load, not to provide 216 

greater access to Ameren Illinois’ gas resources.  Critical Days are issued when the Company's 217 

system resources are nearing capacity and the potential exists for service interruptions.  Offering 218 

greater bank access at these times is contrary to the concept of a Critical Day and the tariff 219 

provisions needed to safeguard natural gas service to all Ameren Illinois customers.  To maintain 220 

reliable service for the benefit of all customers and prevent the creation of a subsidy from the 221 

sales customers, the peak day rights of transportation customers must remain at 20% of DCN. 222 

Mr. Sackett's Critical Day withdrawal rights proposal must be rejected. 223 

Q. You stated above that Ameren Illinois would be forced to lease additional pipeline 224 

storage and capacity to insure the ability to serve the expanded Critical Day withdrawal 225 

rights proposed by Mr. Sackett.  Have you calculated the estimates of these additional 226 

resources which would be borne by Ameren Illinois’ sales customers?  227 

A. Yes I have.  As mentioned previously, Mr. Sackett’s proposal could require Ameren 228 

Illinois to serve a potential transportation bank withdrawal of 265,319 Dth on a Critical Day.  229 

Today Ameren Illinois reserves 109,290 Dth, which results in a daily deliverability shortage of 230 

156,029 Dth.  In addition, Mr. Sackett’s storage capacity allocation for transportation customers’ 231 

banks under his original 22 day Nicor Method is 12,059,956 Dth compared to Ameren Illinois’ 232 

10 day bank size of 5,481,798 Dth, a difference of 6,578,158 Dth.  Whatever additional 233 

resources Mr. Sackett’s designates to be used to serve transportation customers must be replaced 234 

by Ameren Illinois to continue to serve its sales customers, who were the previous beneficiaries 235 

of the transferred resources.  The table below reflects an estimate of the additional storage and 236 

transportation capacity that would need to be contracted for and paid for by Ameren Illinois’ 237 

sales customers if Mr. Sackett’s expanded transportation banking proposal is adopted.  I have 238 
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assumed the additional resources would be contracted on Panhandle Eastern Pipeline Company 239 

(PEPL), one of Ameren Illinois’ largest interstate pipeline suppliers.  240 

Table 2-Cost of Additional Storage and Transportation Capacity on PEPL 241 

Storage 
MSQ 

Required 

Unit Rate PGA Cost of 
Service 

Transport 
Capacity 
Required 

Unit Rate PGA Cost of 
Service 

Total PGA 
Cost of 
Services 

6,578,158 
Dth 

$.8556/Dth $5,628,272  Winter 
156,029 Dth 

Summer 
70,338 Dth 

$.3952/Dth $15,259,744  $20,888,016 

The table above shows the additional resources would cost $20.9 million per year.  Mr. 242 

Sackett proposes to allocate 46.8% of Ameren Illinois’ annual on-system storage revenue 243 

requirement to transportation customers for their expanded banking rights, or $15.2 million.  244 

Ameren Illinois proposes to allocate $6.7 million to transportation customers under its’ banking 245 

provisions which results in a cost difference of $8.5 million.  This $8.5 million difference offsets 246 

part of the additional costs of $20.9 million that will be incurred by the sales customer as shown 247 

in the table above.  However, the net amount of $12.4 million will be borne by Ameren Illinois’ 248 

sales customers if the expanded banking rights proposed by Mr. Sackett are adopted.  For a 249 

typical residential gas customer using 793 therms per year the increase would be approximately 250 

$12 per year.  Ameren Illinois believes Mr. Sackett’s proposal results in an unfair and 251 

unreasonable subsidy to the transportation customers at the expense of the sales customers.  Even 252 

greater economic risk to sales customers would be created by these additional leased volumes if 253 

transportation customers reduced their subscriptions in subsequent bank election periods. 254 

Q. Mr. Sackett posits if “the LDC is able to deliver a certain percentage of its Peak 255 

Design Day from its on-system storage, then all the customer groups and individual 256 
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customers should be able to deliver that same percentage from their portion of that 257 

storage.” How do you respond? 258 

A. Mr. Sackett’s proposal is based on a possible misunderstanding of how storage fields 259 

operate and fails to take into account several physical realities of storage field operations.  For 260 

example, most of Ameren Illinois’ storage fields cannot provide the rated peak delivery capacity 261 

for more than one gas day and require a certain minimum inventory levels to perform 262 

withdrawals at their peak day rated level.  If Ameren Illinois had to call multiple Critical Days 263 

because of multiple very cold days or other system emergency, we could simply not deliver the 264 

peak day ratings of our storage fields for more than a day, again provided that inventory levels 265 

were sufficient to withdraw the maximum peak day ratings.  So the idea that transportation 266 

customer access should be determined by storage field PDD is invalid.  The table below provides 267 

an example of the planned storage inventory levels during a typical winter season for two of the 268 

storage fields in Ameren Illinois Rate Zone II, Glasford Storage Field and Lincoln Storage Field, 269 

along with the peak deliverability from each of the fields at various inventory levels.  The data 270 

clearly shows that storage field deliverability is inventory dependent.  Mr. Sackett’s Critical Day 271 

proposal ignores this physical reality of storage field operations. 272 

273 
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 Table 3-Storage Deliverability vs Working Inventory Volume 274 

Glasford 

Estimated 
Maximum 

Deliverability at 
Working 

Inventory Volume 
(MCFD)** 

 Working 
Inventory Volume 

(MCF)  Lincoln 

Estimated Maximum 
Deliverability at 

Working Inventory 
Volume (MCFD)** 

 Working 
Inventory 
Volume 
(MCF) 

30‐Nov  120,000  3,537,000  30‐Nov  70,000  3,509,000 

31‐Dec  120,000  2,550,000  31‐Dec  70,000  2,475,000 

31‐Jan  120,000  1,596,000  31‐Jan  70,000  1,483,000 

28‐Feb  90,000  706,000  28‐Feb  50,000  713,000 

31‐Mar  70,000  210,000  31‐Mar  40,000  213,000 

Furthermore, it is a physical reality that our storage fields must be filled to certain target 275 

inventory levels and subsequently drawn down to minimum inventory targets each year to 276 

maintain current peak day deliverability and the integrity of the storage field.  This process is 277 

called “cycling” the storage fields.  Part of Mr. Sackett's proposal provides for a 90% injection 278 

target, with inadequate penalties if transportation customers do not fill up to the target level, 279 

combined with absolutely no withdrawal requirements.  These provisions leave our fields subject 280 

to the whims of transportation customer activity.  When gas prices do not incent transportation 281 

customers to bank gas in the summer, we would be subject to inadequate fill for winter delivery.  282 

Similarly with absolutely no withdrawal requirements, transportation customers could leave their 283 

banks full all winter causing the potential migration of storage field working gas inventories.  284 

This would likely limit peak deliveries and cycling capacity for many winters to come.  These 285 

results would put deliveries to all customers at risk solely for a benefit to transportation 286 

customers.  The degradation of storage field performance would likely subject Ameren Illinois to 287 

PGA disallowances and Rate Case disallowances as a result of Mr. Sackett's proposals.   288 
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Ameren Illinois’ current withdrawal rights were an expansion of rights granted to 289 

transportation customers in the 2007 Rate Case and approved by the Commission.  They are 290 

adequate to meet transportation customer's needs and no transportation customer, marketer, or 291 

other intervener has submitted testimony in this case claiming any inadequacy of the current 292 

provision.  In fact, on pages 8 and 9 of his testimony, Mr. Gorman, representing IIEC, seems 293 

completely satisfied with the current bank access for bank withdrawals, only suggesting a review 294 

and potential for expansion in the future. 295 

B. Proportional maximum storage capacity 296 

Q. Mr. Sackett states he does not agree with Ameren Illinois’ proposed bank service 297 

limit on transportation customers’ storage capacity.  Instead, he recommends giving 298 

transportation customers proportional maximum storage capacity based on the Nicor 299 

Method.  Why is the bank service limit under Ameren Illinois’ method appropriate? 300 

A The core reason for our bank service limit (BSL) is to allow Ameren Illinois to fill and 301 

cycle its on-system storage resources on a consistent schedule that protects the operational 302 

integrity of its fields.  Aquifer storage field operations require inventory minimums - a fact that 303 

Staff never mentions.  The proportional capacity theory suggested by Mr. Sackett would provide 304 

transportation customers rights to 12.1 Bcf of our 25.8 Bcf total of on-system storage (47%).  305 

Allowing transportation customers the option to fill or not fill this large proportion of our on-306 

system storage would pose significant operational difficulties, because Ameren must follow 307 

certain injection and withdrawal parameters to maintain the integrity of the storage fields.  The 308 

90% fill requirement in Mr. Sackett’s proposal provides absolutely no guarantee and only a 309 

minor incentive for transportation customers to fill its bank, as the only penalty is slightly 310 

reduced Critical Day withdrawal rights.  Since Ameren Illinois has not called a system wide 311 
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Critical Day in over 10 years, a transportation customer would have very little incentive to fill 312 

their bank to the levels required to maintain the operational characteristics of our storage fields.  313 

Ameren Illinois would have no other option than injecting sales customer gas supplies into the 314 

capacity going unused by the transportation customers.  This would result in transportation 315 

customers using their banks when economically advantageous and sales customers left to make 316 

up the difference when it is less economically advantageous.  If the Commission accepts Mr. 317 

Sackett's proportional access argument (which it should not), the proportional access as 318 

calculated in Ameren Exhibit 34.2 must be used, for the reasons I explain below. 319 

Q. Why has the proportional access for the Nicor method shown in Ameren Exhibit 320 

34.2 changed since your direct testimony? 321 

A. It was incorrectly calculated due to an error in my understanding of the Nicor method.  322 

Mr. Sackett introduced the Nicor method in Ameren Illinois’ last rate case, Docket 09-0306 323 

(Cons), in his rebuttal testimony.  His calculation determined the proportion using the Peak 324 

Design Day of Ameren Illinois’ sales customers.  While reviewing the impact of Mr. Sackett's 325 

proposal in the case, I became aware that the Nicor method, as adopted in the Order in Nicor’s 326 

rate case Docket 08-0363, uses the total system peak day which is the sum of the MDCQs of the 327 

transportation customers and the peak day demand of the sales customers. 328 

Q. What is the result of the revised Nicor method calculation? 329 

A. The corrected BSL is lower under the Nicor method.  It provides a bank limit for each 330 

individual customer of 15 times their MDCQ (instead of 22 times) and a proportional share of 331 

Ameren Illinois’ on-system storage of 8.22 Bcf (32%) instead of 12.1 Bcf (47%).   332 

Q. Does this change AIC’s proposal on Rider TBS? 333 
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A. No.  However, should the Commission adopt Mr. Sackett’s modifications to Rider TBS, 334 

the maximum number of days of bank under should be set to 15 days, not 22. 335 

Q. Does this new capacity allocation impact your arguments against the proportional 336 

allocation proposed by Mr. Sackett? 337 

A. No.  The access granted to the transportation customers remain untenable for the same 338 

reasons as stated above. 339 

Q. Mr. Sackett asked AIC to clarify in rebuttal testimony whether the BSL remains 340 

fixed or changes annually.  Has this clarification been made? 341 

A. Yes.  My revised direct testimony stated that the BSL would remain fixed between rate 342 

proceedings. 343 

Q. Mr. Sackett states that in your testimony, Ameren “claims that the 22 days of bank 344 

apparently leads to a BSL that is too high for Ameren Illinois to manage without forcing 345 

transportation customers to behave as Ameren Illinois does.”  How do you respond? 346 

A. Ameren Illinois’ current tariffs do not force transportation customers to fill their banks in 347 

the summer.  This is a universally popular feature of our current banking service and Ameren 348 

Illinois received numerous complements in this regard during the workshops last year.  Our 349 

current storage resources permit this, as we physically fill on-system storage with sales customer 350 

gas and provide transportation customers the option to bank as they see fit within the 10 day 351 

5.482 Bcf of BSL.  As discussed before, significantly increasing the BSL would force Ameren 352 

Illinois to mandate fill requirements and other cycling requirements much more demanding than 353 

that proposed by Staff. 354 
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Q. Mr. Sackett contends a single fall injection target, as used by Nicor, which requires 355 

its transportation customers to have the bank 90% full on November 1 or face reduced 356 

Critical Day withdrawal rights, is more appropriate for AIC’s transportation customers.  357 

Do you agree that a 90% by November 1st injection target is appropriate? 358 

A. No.  Since Ameren Illinois has historically filled storage with sales customer's gas, and 359 

has significant no-notice storage assets, we have not called a Critical Day in many, many years.  360 

Therefore, the deterrent offered by Mr. Sackett is of limited value and will not incent 361 

transportation customers to fill their banks in the summer.  Ameren Illinois’ current BSL will 362 

allow all customers who desire a larger bank size to obtain one through the election process 363 

while maintaining the flexibility of not having a bank fill requirement.  This is the best outcome 364 

for transportation customers.  Furthermore, an injection target is also of limited value without a 365 

corresponding withdrawal requirement for our aquifer storage fields.  Aquifer fields must be 366 

heavily cycled.  Devoting 47% of the working capacity of a storage field to a customer group 367 

that may choose not to withdraw during the winter season therefore presents significant 368 

operational difficulties. 369 

C. Charges for transportation customers based on the proportional Critical Day 370 
rights and maximum storage capacity 371 

Q. Mr. Sackett proposes to charge transportation customers for storage costs based on 372 

the proportional Critical Day rights and maximum storage capacity. What is your response 373 

to his proposal? 374 

A. For storage cost recovery, Mr. Sackett proposes that the two components of the Ameren 375 

Illinois charge (the Deliverability Charge and the Capacity Charge) be replaced with a single 376 

component calculated in the manner he described as the Nicor Method (Capacity Charge only).  377 

Mr. Sackett’s proposal appears to provide Ameren Illinois with full cost recovery of on-system 378 
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storage costs allocated to transportation customers.  However, Ameren Illinois continues to 379 

recommend its two component charge, with a component reflecting a transportation customer’s 380 

access to their banks on a peak day and a component reflecting the overall size of a customer’s 381 

bank, because this represents the two basic aspects of our banking service.  By ignoring the 382 

deliverability attribute of Ameren Illinois’ banking service, Mr. Sackett’s proposal fails to 383 

appropriately value the balancing service afforded by a customer selecting a single day of bank. 384 

Q. He further states that Ameren Illinois has proposed its cost recovery method to 385 

address a shortcoming with the current method.  Do you agree there is a shortcoming with 386 

the current method? 387 

A. Yes.  The result of the 2009 rate proceeding allocates only 4.55% of on-system storage 388 

costs to Transportation customers.  This is well below the current proposals by Ameren Illinois 389 

(around 20%) and Mr. Sackett (up to 47%).  The current method also did not reasonably reflect 390 

the benefits received from the two components of Ameren Illinois’ banking service, daily 391 

deliverability (bank access) and capacity (bank size). 392 

Q. Mr. Sackett asserts that if his Critical Day proposal is adopted, the need for the 393 

separate components will disappear.  Do you agree? 394 

A. No.  There is still a need for two separate rate components reflecting the two key 395 

components of our banking service, bank access and bank size.  If Mr. Sackett’s Critical Day 396 

proposal is adopted however, an appropriate allocation for Ameren Illinois’ banking service 397 

would be to replace Ameren Illinois’ 20% Peak Day Access MDCQ for Daily Balanced 398 

Customers and 50% Peak Day Access MDCQ for Monthly Balanced Customers with Mr. 399 

Sackett’s 2.2% of Bank Limit Critical Day Withdrawal entitlement.  Ameren Exhibit 34.3 400 

provides worksheets reflecting the allocation of on-system storage costs to Rider T - 401 
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Transportation Service (Rider T) customers under the three proposals being discussed, Ameren 402 

Illinois’ 10 day bank limit, Mr. Sackett’s original 22-day Nicor method bank limit and the 403 

revised 15 day Nicor method bank limits.  Exhibit 34.3 also contains Rider TBS rate calculations 404 

for each of the three proposals which would be applicable at the time the banking service is 405 

unbundled and offered as a separate subscribable service. 406 

Q. What concerns does Mr. Sackett have with Ameren Illinois’ proposed cost recovery 407 

method? 408 

A. Mr. Sackett asserts that the costs of Ameren Illinois’ storage for monthly-balanced 409 

customers would increase significantly and the significant storage cost allocated to small 410 

transportation customers would likely drive some of those customers back to sales service.  Mr. 411 

Sackett’s also states, “Ameren Illinois’ method would allocate a significant portion of costs to 412 

the first day of bank.  This is likely to drive at least some GDS-4 customers, who have the 413 

option, to select no bank in order to avoid the high initial bank charges.  As a practical matter, 414 

such a selection might end up depriving large transportation customers of their access to any 415 

bank.” (ICC Staff Ex. 13.0, p. 22:450.)   416 

Q. What is your response to these concerns? 417 

A. Ameren Illinois’ proposal appropriately allocates costs to transportation customers based 418 

on the service provided to them.  Ameren’s allocation appropriately assigns the costs for the first 419 

day of bank because it does afford peak day access.  In addition to their peak day rights, smaller 420 

customers also receive the generous balancing provisions afforded by electing a bank and the 421 

benefit of an additional daily balancing tolerance of 20%, which assists in the avoidance of 422 

cashout and the potential for the associated economic penalties.  Even though these small 423 

customers are balanced monthly by Ameren Illinois, the Company incurs costs and holds 424 
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resources to balance these customers every single day.  These customers receive month end 425 

balancing as part of this service and should pay accordingly.  Charging strictly for capacity, 426 

especially if they were permitted to select less than five days of bank, would afford a monthly 427 

balanced customer all of the balancing flexibility provided by electing a very small bank with an 428 

inappropriately low share of the cost.   429 

Furthermore, Ameren Exhibit 34.1 shows that the cost differential between the Nicor 430 

method and the allocation proposed by Ameren Illinois is minimal and Ameren Illinois’ method 431 

better reflects the value of balancing.  Under the Nicor method, customers who elect the 432 

maximum bank size actually pay more than the Ameren proposal.  Ameren's proposal spreads 433 

the costs more appropriately among the service level options due to its placement of costs on 434 

deliverability (peak day and every day balancing), as well as, the bank size.  An allocation based 435 

purely on bank size does not place fair value on daily balancing and an allocation based purely 436 

on deliverability is not applicable to a service offering with bank size optionality, which is 437 

strongly desired by the transportation customers, marketers and Staff.   438 

 Further, Mr. Sackett's concern that our proposal will drive customers away from 439 

Transportation is completely unsupported by any study or analysis on his part (see Mr. Sackett's 440 

response to AIC-Staff 7.23).  No quantification of the cost differences has been provided, nor has 441 

any analysis been done of the impact of differences in costs on the economics of a customer’s 442 

decision to take transportation service. 443 

Q. Mr. Sackett argues his storage cost allocation method will reduce the costs to these 444 

customers and will commensurately reduce the peak day withdrawal rights.  How do you 445 

respond? 446 
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A. The proposed reduction in Peak Day withdrawal rights is not "commensurate".  A 447 

customer with a 22 day times MDCQ bank who elects to only fill 2/3rds of its bank will have 448 

more access on a Critical Day than they do at present, thereby receiving greater rights and 449 

ignoring the injection target.  As discussed above, inventory minimums are important to aquifer 450 

storage fields, a point which Staff does not appear to take into consideration.  Mr. Sackett’s 451 

proposal is not consistent with this operational concern. 452 

Q. Mr. Sackett also argues that the Nicor method is the more reasonable approach, as a 453 

customer who gets five days of bank pays half what a customer who gets 10 days of bank 454 

pays and receives half of the peak day withdrawal.  Do you agree? 455 

A. Mr. Sackett’s allocation scheme creates the stated cost affect; however such an allocation 456 

scheme undervalues the balancing aspect of service that AIC’s resources provide to the 457 

transportation customers.  Under Ameren Illinois’ provisions, a Transportation customer 458 

selecting one day of bank is afforded balancing rights every day of the year in addition to their 459 

peak day delivery rights.  That customer paying for just one day of bank in a capacity only 460 

allocation receives the significant benefit of balancing on the utility’s system for very little 461 

allocated cost.  462 

Q. What do you conclude? 463 

A. The fact that Ameren Illinois provides all customers who elect to bank the same peak day 464 

rights is properly allocated by the Equitable Method which places 50% of the cost of storage on 465 

peak day deliverability (daily bank access) and the balancing component and 50% of cost on the 466 

capacity (bank size) component.  This is the most reasonable approach to fairly allocate the 467 

balancing attributes of our banking service given the introduction of a fully subscribable bank.  468 
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There is simply no need or rationale for adopting the Nicor method of storage cost allocation for 469 

the Ameren Illinois system and its customers.  470 

Q. Did Mr. Sackett perform any study or analysis of GDS-4 customers to support his 471 

assertion that some would select no bank? 472 

A. No.  Mr. Sackett admitted in response to AIC-Staff 7.19, that he did not. 473 

Q. Did Mr. Sackett perform any study or analysis to support his assertion that “such a 474 

selection [no bank] might end up depriving large transportation customers of their access 475 

to any bank.”? 476 

A. No.  Mr. Sackett admitted in response to AIC-Staff 7.21, that he did not. 477 

Q. Please respond to his assertion that if the Commission approves a dual charge for 478 

these storage costs, then the rights of daily-balanced customers would need to be reduced to 479 

prevent them from being priced out of transportation service.   480 

A. I disagree.  AIC’s proposal spreads the cost of various levels of bank more evenly.  481 

Ameren Exhibit 34.1, Sheet 4 compares the costs under the alternate allocation schemes.  A large 482 

Daily balanced customer with a MDCQ of 10,000 Therms would pay $368.50 more per month 483 

electing one day of bank under the Ameren Illinois proposal as compared to the Staff proposal.  484 

However, that same customer would pay $734 more per month under the Staff proposal as 485 

compared to AIC’s proposal, if selecting the maximum days of bank (22).  A more typical Daily 486 

balanced customer, with an MDCQ of 2,000 Therms, would pay $73.70 more per month for one 487 

day of bank with the Ameren Illinois proposal as compared to the Staff proposal, but that 488 

customer would pay $146.80 more per month under the Staff proposal as compared to AIC’s 489 

proposal if it selected 22 days of bank.  Thus, it appears that one could also argue that Staff’s 490 
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proposal could have the effect of pricing out customers who wished to select a high number of 491 

bank days.  Again, the cost allocation recognizes the value of the first day of bank's balancing 492 

benefits and peak day rights, and prices it accordingly.  493 

Q. Mr. Sackett recommends rejecting the proposed determination of the deliverability 494 

component of storage cost allocation based on MDCQ instead of DCN.  Do you agree? 495 

No.  His position is that the Commission already decided that DCN is the appropriate parameter 496 

in the last rate case.  Ameren Illinois’ proposed allocation, however, is designed to allocate on-497 

system storage costs to transportation customers based on their daily rights to withdraw from 498 

their bank balances on a Critical Day.  Today those rights are 20% of DCN for daily-balanced 499 

transportation customers and 50% of MDCQ for monthly balanced transportation customers.  500 

However, a customers’ DCN can be the same as their MDCQ, in other words, the customer has 501 

the right to nominate up to their MDCQ on any given day at their sole election.  So a customers’ 502 

right to withdraw from their bank on a Critical Day is essentially up to 20% of their MDCQ and 503 

many customers have nominated up to and even nominated above their stated MDCQ levels.  504 

The table below provides several examples of daily balanced customers nominating on a given 505 

day (DCN) up to and more than their stated MDCQ.  506 

507 
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Table 4-DCNs Equal to or Greater than MDCQs 508 

Cust. 
Bank 
Limit  MDCQ 

2011 Peak 
DCN Date 

2011 
Peak 
DCN  Usage 

Bank 
Activity  Bank 

Imbal 
In 

Imbal 
Out 

A 
     

102,900  
    

10,290   04/27/2011
      

11,140 
      

8,640  
            

2,228  
      

33,613  
        

272  
         
‐    

B 
        

54,991  
       

5,499   05/14/2011
        

5,931  
      

1,620  
            

1,186  
      

17,785  
    

1,186 
         

1,939  

C 
     

200,214  
    

20,021   02/07/2011
      

20,884 
    

13,990 
            

4,177  
      

29,075  
    

2,717 
         
‐    

D 
     

991,600  
    

99,160   03/18/2011
    

114,475 
  

109,430 
            

5,045  
      

39,895  
        
‐    

         
‐    

E 
     

267,800  
    

26,780   02/05/2011
      

30,590 
    

19,570 
            

6,118  
      

52,128  
    

4,902 
          
‐    

F 
     

340,000  
    

34,000   02/28/2011
      

35,468 
    

34,100 
            

1,368  
   

212,209  
        
‐    

         
‐    

G 
        

16,557  
       

1,656   07/10/2011
        

7,942  
         

254  
            
‐    

      
16,557  

    
1,579 

         
5,837  

H 
     

187,710  
    

18,771   01/24/2011
      

45,294 
    

47,310 
            

(2,016) 
      

63,637  
        
‐    

         
‐    

I 
        

63,286  
       

6,329   05/30/2011
      

24,345 
      

7,610  
             
‐    

      
63,286  

    
4,869 

      
11,866  

Q. Mr. Sackett also asserts that base rates should be based on 20% of DCN.  How do 509 

you respond? 510 

A. This allocation is not appropriate because DCN can be equal to or greater than MDCQ 511 

and completely dependent on the customer's election.  We believe the interim rates should be 512 

based on the method as set forth in Ameren Illinois’ original filing. 513 

D. Reject changes to the Cashout provisions 514 

Q. Please comment on Mr. Sackett’s recommendation to reject Ameren Illinois’ 515 

changes to the Cashout provisions. 516 

A. Mr. Sackett fails to accept the impacts that our current cashout provisions have on sales 517 

customers and may not be aware of the costs these imbalances bring to Ameren Illinois’ sales 518 

customers. 519 
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Q. With respect to cashout provisions, Mr. Sackett states that AIC doesn’t provide any 520 

evidence regarding the ‘negative cost consequences’ to PGA customers.  How do you 521 

respond? 522 

A. Such negative consequences occur.  The attached Ameren Exhibit 34.4 provides an 523 

example of negative cost consequences for sales customers from 2009 and 2010.  As the exhibit 524 

shows, on certain dates the cashout revenue was insufficient to avoid a negative cost 525 

consequence to sales customers.  Currently, the dollar amounts at issue are limited because of 526 

PGA prices being persistently higher than the Chicago Citygate pricing; nevertheless the cashout 527 

mechanism should be amended to prevent the potential for additional negative cost consequences 528 

should pricing reverse. 529 

Q. How does Ameren Illinois manage the imbalances created by transportation 530 

customers? 531 

A. It is a misconception that Ameren Illinois can simply buy or sell market gas to cover 532 

these imbalances and that market priced gas will always be available to cover imbalances.  533 

Ameren Illinois manages these imbalances in real time, using adjustments to on-system storage, 534 

leased storage, pipeline deliveries and linepack.  The final imbalance totals for any customer or 535 

group of customers is unknown until after the gas day, and Ameren Illinois has no avenue to 536 

purchase or sell supply for a prior gas day.  The transportation imbalances under discussion in 537 

the context of cashouts are over and above the 20% covered by the transport customers’ banks.  538 

So, in effect, the transportation customers currently receive an additional 20% balancing at no 539 

cost premium and only paying a 10% penalty to the market price for volumes that varied over 540 

40% from their nomination.  These imbalances are managed using pipeline, pipeline storage, on-541 

system storage and linepack.  Transportation customers, however, pay none of the costs related 542 
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to the pipeline capacity, leased storage and on-system storage used to manage their imbalances 543 

(they are paying for their 20% bank rights, but pay nothing for on-system storage used to manage 544 

cashout imbalances).   545 

Q. What are the system impacts of imbalances? 546 

A. They include adjusted injections or withdrawals from on-system storage, adjusted 547 

injections or withdrawals from leased storage, changes in linepack, gas loaned to pipelines, or 548 

gas borrowed from pipelines.  All of these, except linepack, generate costs for Sales customers.  549 

The balancing agreements with the pipelines are part of the reservation fees or specific charges 550 

on pipeline invoices which are paid only by sales customers.  Extra withdrawals and injections 551 

incur fuel charges from the pipelines that are paid for by the sales customers and no-notice 552 

storage fees are paid for fully by the sales customers.  Also, managing transportation customer 553 

imbalances with adjustments to on-system storage injection and withdrawal plans affects the 554 

ability to store or withdraw the desired amount of supply for sales customers. 555 

Q. Is it true that the actual gas taken by a transportation customer is sales customer 556 

gas when they under-deliver, and when a transportation customer over-delivers the sales 557 

customer gets that gas? 558 

A. Yes.  As I mentioned before, there is no magic supply of market-priced gas on our 559 

system.  A transportation customer essentially becomes a customer of the sales function when 560 

they under deliver because it is sales customer gas that is utilized.  So it is entirely logical that 561 

transportation customers should pay, at the very least, what the sales customers are paying for 562 

that supply on that day.  Any positive cost consequence created by the cashout mechanism is 563 

justified as compensation for the use of sales customer funded resources to manage the 564 

imbalance.  The same concept works for when the sales function receives the excess supply of 565 
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transportation customers.  The sales customers should never have to pay more than the PGA rate 566 

for their current supply.  For these reasons, Ameren Illinois’ cashout proposal should be adopted 567 

by the Commission. 568 

Q. Mr. Sackett states that the cashout provisions are already designed to deter 569 

transportation customer behavior that might impair the system. How do you respond? 570 

A. Our current cashout provisions may do just the opposite.  We permit 20% of the DCN, 571 

after bank balancing, to be cashed out at the Chicago market price.  The market price at Chicago 572 

can often be less than the transportation customer is paying for their gas supply, so a 573 

transportation customer would be incented to under-deliver and purchase from Ameren Illinois’ 574 

sales customers at the market price.  The 10% penalty imposed on imbalances greater than 20% 575 

DCN after banking offers little deterrent for transportation customers to minimize imbalances.  576 

Ameren Exhibit 34.5 shows the Daily balanced Transportation customer imbalance history from 577 

the October 1, 2008 to February of 2011 for all three Rate Zones.  For Rate Zone III, for 578 

example, since October 1, 2008, Daily balanced customers have averaged 27,230 therms of 579 

under-delivery cashouts and 7,254 therms of over-delivery cashouts per day.  The net is 20,000 580 

Therms per day of under-delivery for just one of our Rate Zones.  The data supports the 581 

conclusion that our cashout provisions encourage under-delivery.  The data also shows that on 582 

some days, the cashout is all on the under-delivery side, even on summer days when we expect 583 

transportation customers to over-deliver to fill their banks.  Clearly, the data shows that 584 

transportation customers are not adequately managing nominations and deliveries to avoid the 585 

current cashout provisions. 586 
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Q. Mr. Sackett notes “that the Commission approved the current cashouts in Ameren 587 

Illinois’ 2007 rate case, which do not include these specific provisions.”  Why is Ameren 588 

Illinois proposing revisions to the cashout provisions now? 589 

A. Notwithstanding the prior approval by the Commission, the evidence provided in this 590 

proceeding shows that Ameren Illinois’ current cashout mechanism is failing to perform its 591 

intended purpose to “protect sales customers”, as Staff submitted in the Order in Docket 07-0585 592 

(cons) (p. 303 ).  Accordingly, a new proposal is warranted.  It is noteworthy that the 593 

Commission has approved similar cashout language in the tariff of legacy CILCO (see Ameren 594 

Ex. 34.6).  595 

E. Method for recovering unsubscribed bank 596 

Q. Mr. Sackett proposes to reject Ameren Illinois’ method for recovering unsubscribed 597 

bank capacity because it is not properly specified.  How do you respond?  598 

A. Errata testimony has removed the uncertainty brought up by Mr. Sackett and Ameren 599 

Illinois proposes to better specify the recovery method. 600 

Q. Do you agree with Mr. Sackett’s conclusion that it is appropriate to recover 601 

unsubscribed costs from sales customers and that a cost mechanism is necessary to support 602 

this bank flexibility for transportation customers?  603 

A. Yes.  However, he states, “[a]s discussed in Ms. Jones’ testimony (ICC Staff Ex. 6.0), the 604 

calculation of the charge in Rider S is not completely specified.”  Ameren Illinois agrees that Ms. 605 

Jones’ recommended clarifications should be adopted. 606 
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Q. Mr. Sackett also recommends that Ameren Illinois provide greater specificity on the 607 

charging method in its rebuttal testimony or adopt a method similar to Nicor’s Rider 5—608 

SSCR  How do you respond? 609 

A. We agree to the suggested adjustments outlined next in rebuttal to Staff Witness Ms. 610 

Jones which we expect will be acceptable to Mr. Sackett. 611 

Q. Please briefly summarize your response to Mr. Sackett. 612 

A. As indicated above AIC opposes the application of the Nicor method because it does not 613 

account for the operational differences between AIC’s systems and Nicor’s and will impose costs 614 

on AIC’s sales customers.  The Commission should reject Mr. Sackett’s proposed modifications 615 

to Rider TBS and adopt Rider TBS as proposed by Ameren Illinois.  In support of my 616 

conclusions, Ameren Exhibit 34.7 provides a summary comparison of AIC and Mr. Sackett’s 617 

position on Rider TBS issues. 618 

IV. RESPONSE TO STAFF WITNESS, MS. JONES 619 

Q. Have you clarified whether the BSL be fixed between rate proceedings or that it 620 

change annually?  621 

A. I have corrected this ambiguity in my revised direct testimony, which states with 622 

certainty that the BSL will remain fixed between rate cases.  This precludes any opportunity by 623 

the Company to over collect revenues based on bank election changes.  Fixing the BSL between 624 

rate proceedings also resolves Ms. Jones’ concerns that the size of the BSL should be deleted from 625 

the definition of the BSL, and specific rates in the Rider should be replaced with the formulas for 626 

calculating the rates approved by the Commission, as well as eliminating the need to address 627 

how such an over/under recovery would be flowed back to non-transportation customers.   628 
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Q. She also recommends that the formula to calculate the Unsubscribed Bank Capacity 629 

Charge and language providing for an annual reconciliation be included in Rider S - 630 

System Gas Service.  How do you respond? 631 

A. Ameren Illinois believes Rider S - System Gas Service (Rider S) and Rider PGA are both 632 

acceptable locations and will respond to the direction of the Commission.  The formula to 633 

calculate the Unsubscribed Bank Capacity Charge (UBCC) and language provided for an annual 634 

reconciliation as suggested by Ms. Jones will be included. 635 

V. RESPONSE TO IIEC WITNESS, MR. GORMAN 636 

Q. Mr. Gorman recommends that Ameren Illinois’ proposed initial transport customer 637 

maximum, electable, bank size of 22 days MDCQ be approved. How do you respond? 638 

A. I concur, to the extent his proposal is consistent with AIC’s Rider TBS election process. 639 

Q. Mr. Gorman states that storage facilities were planned to meet the needs of all 640 

customers, including the current transportation customers, so that allowing unbundled 641 

transportation customers to utilize their share of storage facilities is efficient and should 642 

not disturb service to bundled sales customers.  Do you agree? 643 

A. Not entirely. Ameren Illinois has never provided a completely unbundled storage service.  644 

Based on feedback from participants in the Banking Workshops, we are offering subscribable 645 

capacity to bank gas comparable to the other Illinois utilities and also offer daily and monthly 646 

balancing as part of our service, as well as, deliverability on a Critical Day.  The principle 647 

difference in our banking service is the lack of onerous fill and/or emptying requirements found 648 

in the storage service offerings of Nicor and Peoples Gas and most interstate pipeline storage 649 

services, making Ameren Illinois’ banking service much more flexible than an unbundled 650 
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storage service.  Further, Rate 76 customers of legacy Ameren IP (Rate Zone III) did not receive 651 

any allocation of costs from on-system storage, but Ameren Illinois has agreed to utilize its 652 

storage resources to provide banking services to transportation customers as long as the service is 653 

not detrimental to the reliable operation of on-system storage and costs are representative of the 654 

services received.  655 

In addition, prior to being required to provide bank withdrawals, Ameren Illinois’ Gas 656 

Supply personnel planned for storage capacity to meet 50% of a normal winter's demand of sales 657 

customers from storage and used their peak day deliverability solely for the purposes of serving 658 

Sales customer load.  After the rate proceeding initiated in 2007, Ameren Illinois began 659 

including transportation customer bank withdrawal obligations in its Peak Design Day planning.  660 

In addition, to date, Ameren Illinois has not allocated transportation customers any costs from 661 

leased storage resources for the sake of clarity, simplicity and to reflect physical realties.  662 

Transportation customers deliver gas into our distribution system.  It is a difficult matter for 663 

Ameren Illinois to take that gas to different storage locations on the interstate pipeline systems.  664 

If cashout provisions continue to favor the transportation customers, perhaps some costs of no-665 

notice storage services on the interstate pipelines should be allocated to the transportation 666 

customer group.  Ameren Illinois remains open to suggestions from all customers about how to 667 

improve its services. 668 

Q. Mr. Gorman recommends that Ameren Illinois’ proposal to restrict the bank size to 669 

10 days of total transportation customer MDCQ be denied and that the aggregate bank size 670 

should be set at 22 days of MDCQ.  How do you respond? 671 

A. I disagree.  My response to this issue is provided in rebuttal to Mr. Sackett’s proposal 672 

above.   673 
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Q. Has AIC completely followed the Nicor method as Mr. Gorman suggests? 674 

A. No.  Ameren Illinois only used the Nicor Method to determine the limit of the number of 675 

days of bank.  As discussed above, the calculation was in error due to the failure to include 676 

transportation customer volumes in our analysis (and Mr. Sackett’s analysis also), with an actual 677 

result of 15 days.  Ameren Illinois however, will still permit individual customers to elect up to 678 

22 times MDCQ as their bank size in accordance with its proposal, provided the BSL is not 679 

exceeded.  Ameren Illinois will prorate, as necessary, to provide the maximum permissible 680 

election without exceeding the BSL.  So Mr. Gorman is incorrect in his assertion that a full 681 

subscription under my proposal would result in 12.1 million Dth of capacity being allocated to 682 

transportation customers. 683 

Q. Mr. Gorman argues that your concern about meeting peak day sales customer 684 

demand is totally at odds with testimony suggesting that transportation customers are 685 

unlikely to fully subscribe to even the 10-day aggregate.  How do you respond? 686 

A. Transportation customers are offered banking services first and sales customers are left 687 

with the remainder of the costs.  The limits we place on BSL protect the cycling and delivery 688 

capacity of the fields for the benefit of all customers.  If the capacity of any of Ameren Illinois’ 689 

storage fields suffers then all customers will have reduced access.  Mr. Gorman's assertion that 690 

this concern is at odds with my testimony is mistaken.  It is true that given previous use of our 691 

banks, we do not expect the BSL to be exceeded initially, but if the price spread between winter 692 

and summer prices were to return to 2005 levels, we might expect the BSL to be eclipsed.  The 693 

BSL is a safety net that must be maintained.    694 

Q. Mr. Gorman states that daily balanced customers would not be able to fill their 695 

banks as a consequence of Ameren Illinois’ restrictions on injections.  Do you agree? 696 
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A. Here Mr. Gorman is referring to the tariff filed as Ameren Exhibit 14.2G to meet the 697 

Commission directive of filing either the Nicor method or the Peoples Gas/North Shore method 698 

of calculating the number of days of bank.  We chose to file the Nicor method reflecting 22 days 699 

of bank, which was admittedly unworkable.  Access enhancements are included in Ameren 700 

Illinois’ alternate tariff proposal which enables Daily balanced transportation customers to fill 701 

their banks.  Ameren Illinois agrees that the BSL limit issue is unrelated to the individual daily or 702 

monthly access limits.  As previously discussed, Ameren Illinois does not support the Nicor and 703 

does not have any specific recommendations on how customers should utilize the much larger 704 

bank size provided by the Nicor.  That would seem to be decisions most appropriately made by 705 

the customers. 706 

Q. Mr. Gorman concludes that the Bank Use Restrictions are reasonable and he 707 

“recommend[s] that Ameren Illinois’ proposed injection and withdrawal limitations be 708 

approved for initial implementation of the unbundled banking program.”  How do you 709 

respond? 710 

A. Here Mr. Gorman refers to our proposed Rider T and Rider TBS tariff provisions and we 711 

concur. 712 

Q. Please respond to Mr. Gorman’s recommendation that Ameren Illinois’ proposed 713 

use of the “Equitable” method of storage cost allocation be rejected.  714 

A. The “Equitable Method” is appropriate for use in the allocation of costs for any storage 715 

field, regardless of regulatory domain.  It is exactly the method utilized in allocating storage 716 

costs for many of the storage services we lease from the interstate pipelines regulated by the 717 

Federal Energy Regulatory Commission (FERC).  It is appropriate for Ameren Illinois to use, 718 

considering the balancing service and electable capacity offered as part of our banking 719 
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provisions, for the reasons explained above and in my direct testimony.  Mr. Gorman’s concern 720 

appears to be that the Equitable method was developed in a different context than the context of 721 

Illinois banking provisions. However, rejecting allocation methods because they were not what 722 

was employed in the past does not seem to be a reasonable basis for rejecting the Equitable 723 

Method.   724 

Since deliverability and capacity are not functionally tied in our banking service these 725 

two features need to have costs allocated separately.  If the Commission ordered changes to the 726 

deliverability afforded our transportation customers, without changes to their capacity, a capacity 727 

only allocation would not reflect any cost impact of the deliverability change.  The reverse was 728 

the deficiency in our previous allocation in the 2009 rate case, as it was independent of the 729 

changes to bank size.  The Equitable Method is an allocation method that appropriately allocates 730 

costs to both the deliverability component and the capacity component.  731 

Q. Mr. Gorman states, under Ameren Illinois’ proposal, transportation customers are 732 

only able to benefit from the “balancing function of storage.”  Do you agree? 733 

A. No.  As stated above, our Rider TBS and Rider T tariffs provide the ability to build and 734 

empty a bank exactly like a storage service. Ameren Illinois’ proposed Rider T and Rider TBS 735 

tariffs offer provisions that permit the use of our banking service in a traditional summer fill and 736 

winter withdrawal pattern, if the customer wishes to do so. 737 

Q. He also asserts there is no allocation of 50% of storage capacity on the basis of peak 738 

day deliverability, so the only cost allocation method that is consistent with the allocation of 739 

storage capacity is the use of MDCQ based subscriptions.  How do you respond? 740 

A. We allocated half of the fixed on-system storage costs based on the bank capacity 741 

afforded to transportation customers.  We allocated the other half of fixed on-system storage 742 
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costs based on the deliverability afforded transportation customers.  Both use MDCQ 743 

subscriptions, so according to Mr. Gorman they both must be consistent. 744 

Q. Mr. Gorman opines that if the Commission were to approve the Equitable Method 745 

its calculation of the “deliverability” allocation, using 20% of all daily balanced 746 

transportation customer MDCQs and 50% of all monthly balanced customer MDCQs 747 

overstates both the probable and the maximum deliverability used by transportation 748 

customers. Do you agree? 749 

A. No.  Quite simply customers should pay for the service they have available to them.  A 750 

Daily balanced customer can nominate their entire MDCQ.  And they have as shown in Table 4.  751 

If they were to use more than their MDCQ, and customers have, they would have access to up to 752 

20% of their MDCQ from their banks.  Monthly balanced customers can use up to 50% of their 753 

MDCQ on a Critical Day.  The allocation of costs should be based on the service available.  754 

Therefore, the maximum deliverability is not overstated.  As a matter of fact, Ameren Illinois 755 

must deliver volumes in excess of the 20% of DCN if the customer elects to under-deliver and 756 

purchase gas from the sales customers, so the true physical access to our system on any day is 757 

greater than 20% MDCQ for Daily balanced customers and 50% for Monthly balanced 758 

customers.  The Nicor Method uses the MDCQ of transportation customers to determine their 759 

allocation without regard to the "probable" deliverability used by transportation customers.  If 760 

this were a concern, we would have to allocate our capacity on how much we expect them to use 761 

and not how much they subscribe to.  Both propositions are unworkable. 762 

The Equitable Method allocates on-system storage costs the exact same way that Ameren 763 

Illinois’ banking service is designed.  Ameren Illinois’ banking service has a deliverability 764 

component and a capacity component.  The Equitable Method assigns 50% of the fixed storage 765 
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costs to each component and has been an approved allocation methodology for decades at the 766 

FERC.   767 

Q. Please comment on Mr. Gorman’s calculation of the rate. 768 

A. In the cost comparison spreadsheets provided in response to Mr. Sackett, the main effect 769 

of Mr. Gorman’s rate calculation is to make lower bank day elections cheaper and larger bank 770 

day elections more expensive.  Since any cost allocation to deliverability is removed in Mr. 771 

Gorman’s application, the purported overstatement of costs earlier in Mr. Gorman's testimony 772 

disappears as all the dollars allocated to transportation customers become ratably applied to the 773 

capacity elected. 774 

Q. Mr. Gorman also recommends that the Commission reject Ameren Illinois’ 775 

proposed change to the cashout mechanism. What is your response?   776 

A. I do not agree, for the reasons discussed in response to Mr. Sackett above.  777 

Q. Do you agree with his assertions that AIC receives a margin from these cashout 778 

transactions?  779 

A. No.  Any margin from the 10% penalty or sales above the PGA or purchases lower than 780 

the PGA serves to offset the costs incurred by the sales customers when transportation customers 781 

cannot adequately match nominations to usage and is credited to the sales customers through the 782 

PGA mechanism. 783 

Q. Mr. Gorman states that, “introducing the PGA as a transaction price, further 784 

exposes transportation customers to significant out-of-market costs for these cashout 785 

transactions”.  How do you respond? 786 
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A. As I stated before, no market-priced gas is waiting around to be bought or sold to 787 

transportation customers.  The price being paid for by the sales customers is the gas that is being 788 

used by the transportation customers. 789 

Q. Mr. Gorman also says Ameren Illinois has not provided evidence that a problem 790 

exists to be corrected by from cashouts.  Do you agree? 791 

A. No.  As I explained in response to Mr. Sackett, the current cashout provisions are not 792 

working as intended and should be revised. 793 

Q. Are the PGA rates calculated by Mr. Gorman in IIEC Exhibit 4.2 correct? 794 

A. No.  The rates for "CILCO zone" and "IP zone" were calculated incorrectly.  Mr. Gorman 795 

added the Demand Gas Charge to calculate the PGAs for these two zones.  The Demand Gas 796 

Charge is not part of the PGA rate.  Therefore, he overstates the impact of PGA price exposure 797 

for these two zones. 798 

VI. CONCLUSION 799 

Q. Does this conclude your rebuttal testimony? 800 

A. Yes, it does. 801 


