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I. INTRODUCTION AND BACKGROUND 1 

 A. Identification of Witness 2 

Q. Please state your name. 3 

A. My name is John McKendry. 4 

Q. Are you the same John McKendry who submitted direct and rebuttal testimony on behalf 5 

of The Peoples Gas Light and Coke Company (“Peoples Gas”) and North Shore Gas 6 

Company (“North Shore”) (together, “the Utilities”) in these consolidated dockets? 7 

A. Yes. 8 

 B. Purpose of Testimony 9 

Q. What is the purpose of your surrebuttal testimony? 10 

A. The purpose of my testimony is to respond, in part, to the rebuttal testimonies of Illinois 11 

Commerce Commission (“Commission”) Staff (“Staff”) witness David Sackett; Interstate 12 

Gas Supply of Illinois, Inc. (“IGS”) witness Vincent Parisi; and Constellation 13 

NewEnergy - Gas Division, LLC (“CNE-Gas”) witness Jason R. Kawczynski. 14 

 C. Summary of Conclusions 15 

Q. Please summarize your conclusions. 16 

A. In brief, the conclusions of my surrebuttal testimony are as follows: 17 

(1) The proposed Gas Transportation Administrative Charges are supported by the 18 

Utilities’ forecast.  The budget is forecasted based on the labor that is in place 19 

now, the non-labor costs expected now, and the IT costs planned for now.  I will 20 

respond to Mr. Sackett’s adjustment to budget amounts reflected by historical 21 

differences.  22 
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(2) The proposed Administrative Charges properly distinguish between the two types 23 

(small volume and large volume) of transportation programs and exclude costs for 24 

work not related to either program. 25 

(3) The Utilities agree to offer super pooling on a monthly basis, subject to a 26 

transition period and the conditions described below relating to specific 27 

requirements that are necessary to getting super pooling in place. 28 

II. ADMINISTRATIVE CHARGES 29 

Q. How did Mr. Sackett calculate a downward adjustment for each type of cost shown on 30 

page 5 of his rebuttal testimony? 31 

A. He used specific factors to reduce Gas Transportation Administrative Charges. 32 

Q. Where did these factors come from? 33 

A. These factors, as shown on Attachment B of his direct testimony, were the result of 34 

previous years’ differences between budgeted costs and actual costs.  35 

Q. How do these factors relate to the test year for forecasting budgets?   36 

A. They do not.  These results or factors are based on unanticipated events from previous 37 

years.  They have the effect of assuming that these same events that produced these 38 

factors in the past will occur in the future.   39 

Q. Can you give examples of such unanticipated events?  40 

A. Yes, as stated in my rebuttal, there were unanticipated events such as the merger, 41 

retirements, and staffing movements.   42 

Q. Do these types of events seem predictable enough to use as a basis for budgeting?  43 
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A. No, they were unanticipated, but their unexpected occurrence in the past does not mean 44 

they will reoccur.  In preparing a budget, we cannot assume any of these events would 45 

occur in the future to the extent that they can be used as the basis for supporting a budget.  46 

Q. What is the basis for budgeting? 47 

A. The budget is based on what we know about costs at the time we are developing the 48 

budget.  While it does not guarantee perfect accuracy as time passes, it starts off as 49 

accurate as possible.  By using the factors that Mr. Sackett introduces, it guarantees 50 

inaccuracy right from the start.  For example, to the extent an unplanned and unexpected 51 

merger-related reduction in projected and actual employee count caused past actual 52 

results to differ from the past budgets, applying a factor to reduce the 2012 budget 53 

because of the impact of that past event, in effect, assumes a reduction in employee count 54 

that is not projected to occur.  We are estimating for a period in the future.  Using the 55 

present known facts is more reasonable and accurate.  56 

Q. In Mr. Sackett’s rebuttal, he refers to budgets in the past as “over-budgeting” or 57 

“overstated”.  (Staff Ex. 18.0, 6:114, 6:103)  Is that a fair characterization? 58 

A. No, his reference possibly implies the Utilities are purposely raising the Administrative 59 

Charges at the expense of suppliers and customers when in fact it is the result of events 60 

that created cost savings that ultimately benefits suppliers and customers.  The charges 61 

proposed in this case reflect those past reductions.  The proposed charges are lower than 62 

the current charges, except for the Peoples Gas Rider P per account charge. 63 
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Q. IGS witness Mr. Parisi claims that the Choices For Yousm (“CFY”) administrative 64 

charges include costs that do not support the CFY program.  (IGS Ex. 2.0, p. 14:333-336)  65 

Is he correct? 66 

A. No.  As I explained in my direct and rebuttal testimony, the costs underlying the 67 

administrative charges pertain only to the transportation programs, as work done for sales 68 

customers is removed from the calculation, and the costs supporting the CFY program are 69 

segregated from the costs supporting the large volume transportation (“LVT”) program.  70 

Q. How do the Utilities segregate CFY program costs from LVT program costs? 71 

A. The utilities have separate teams that manage the CFY program and the LVT program.  72 

The work done by each team is strictly devoted to the specific program.  73 

Q. How do the Utilities ensure that costs associated with support to sales customers are 74 

removed? 75 

A. We identify and remove the workload designated for sales customers from what the 76 

teams devote towards the transportation programs.  In response to Staff data request DAS 77 

5.02(b), we provided labor allocation data.  78 

III. SUPER POOLING 79 

Q. CNE-Gas witness Mr. Kawczynski continues to recommend that, if the Commission 80 

approves the Utilities’ proposed changes to the LVT program, that it require the Utilities 81 

to offer super pooling or remove the cap on pool size.  (CNE-Gas Ex. 2.0, 20:418-420)  82 

Are the Utilities willing to offer either alternative? 83 

A. Yes, subject to the conditions described below, the Utilities are willing to offer super 84 

pooling for the monthly inventory requirements proposed by Utilities witness Thomas 85 
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Connery.  The administrative concerns I described in my rebuttal testimony remain, and a 86 

transition period is essential to put an automated super pooling system in place.  It is not 87 

feasible to expand the current, largely manual way that we do super pooling for the 88 

annual November inventory to all months.     89 

Q. Has an analysis been done by the Utilities to consider super pooling? 90 

A. Yes.  The Utilities considered their current super pooling, which is for a monthly 91 

inventory requirement, and determined what it would cost to automate that function to 92 

occur every month.  That analysis showed, for IT-related efforts, an estimate of 1,500 93 

hours and $108,000 to build super pooling on a monthly basis. 94 

Q. When can the Utilities offer super pooling? 95 

A. If the Commission approves the Utilities’ LVT proposals, the Utilities propose to offer 96 

super pooling twelve months after the Commission issues its final Order in this 97 

proceeding.   98 

Q. Does offering super pooling create challenges for the Utilities? 99 

A. Yes.  The Utilities need to automate super pooling to interface with both C-First (their 100 

customer information system) and PEGASys™ (their electronic bulletin board system) 101 

systems.   102 

Q. How would the process work? 103 

A. The Utilities expect that it would be similar to super pooling for the current November 104 

end of month storage balance requirement.  It would balance the super pool based on the 105 

monthly inventory targets for all pools and contracts under the supplier.  To qualify, the 106 

supplier must have pooling service.  We will not require suppliers to select who is in their 107 



 

Docket Nos. 11-0280, 0281 Cons.  Page 6 of 6 NS-PGL Ex. 47.0 
 

super pool.  If a supplier subscribes to pooling service all of that supplier’s pools and 108 

contracts will automatically be in the super pool. 109 

Q. How many super pools will exist for each supplier? 110 

A. Assuming a supplier has pooling service under Riders FST and SBS, each supplier will 111 

have a super pool for Riders FST and SBS and separate super pools for Peoples Gas and 112 

North Shore.  Those suppliers who do not participate in pooling service are not eligible 113 

for super pooling. 114 

Q. Why does there need to be a super pool for each rider? 115 

A. Because Rider FST’s balancing differs from Rider SBS’s, there needs to be separate 116 

super pooling to allow for the balancing to logically apply based on the different tariffs.  117 

Q. Will the Utilities still allow for monthly trading? 118 

A. Yes, monthly trading will still be allowed and will work the same as it does today.  Super 119 

pooling simply determines if a supplier’s pools and contracts meet an inventory 120 

requirement.  Imbalance trading, which is a monthly right, permits suppliers, for 121 

example, to move gas from one of their pools to another and from one supplier’s pool to 122 

another supplier’s pool. 123 

Q. Does this conclude your surrebuttal testimony? 124 

A. Yes. 125 


