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ILLINOIS COMMERCE COMMISSION 1 

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

SURREBUTTAL 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., St. Louis, MO  63103. 10 

Q. Are you the same Timothy L. Eggers who provided direct testimony and rebuttal 11 

testimony in this proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

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

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

Commerce Commission (Commission) Staff witness, Mr. David Sackett and Illinois Industrial 17 

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

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

A. Yes, I am sponsoring the following exhibit: 20 
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  Ameren Exhibit 51.1: Daily Balanced Imbalance Costs. 21 

III. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS: 22 

Q. Please summarize your conclusion and recommendations. 23 

A. My conclusions and recommendations on surrebuttal are: 24 

 Accept the Nicor Method for establishing individual transportation customer 25 
bank size elections of up to 15 times the customer's MDCQ.  This provides 26 
Ameren Illinois’ transportation customers the potential for a 50% increase in 27 
their overall bank capacity. 28 

 Reject the tariff provision change to grant transportation customer's Critical 29 
Day bank access rights to 2.2% of their bank capacity due to Ameren Illinois’ 30 
inability to provide that level of service and the significant costs imposed on 31 
sales customers. 32 

 Reject the expansion of aggregate bank capacity, also known as the Banking 33 
Service Limit (BSL), to the 8.22 Bcf level recommended by Staff, to ensure 34 
fairness between customers classes and prevent undue economic harm to the 35 
sales customer class. 36 

 If Staff's proposed 8.22 Bcf BSL is approved, reject the remainder of the Nicor 37 
tariff provisions suggested by Staff. 38 

 Reject the fall injection target because it is only a target with insufficient 39 
consequences to incentivize injections, it lacks a corresponding withdrawal 40 
target and it does little to abate the potential for economic harm to sales 41 
customers. 42 

 Accept the Equitable Method as proposed by Ameren Illinois as the 43 
appropriate method to allocate Ameren Illinois’ on-system storage costs 44 
because of its’ alignment to Ameren Illinois’ tariff provisions and adopt the 45 
two-part rate derivation that results for Rider TBS. 46 

 Adopt the cashout provisions in Rider T as proposed by Ameren Illinois which 47 
affirms that cashout volumes use sales customer gas priced at the PGA and use 48 
sales customer assets without currently paying a fair share of costs. 49 

 Adopt interim rates upon the effective date of the Final Order using the 50 
Equitable Method to accurately reflect the cost of banking services being 51 
provided to transportation customers prior to implementation of the unbundled 52 
Rider TBS. 53 
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IV. RESPONSE TO STAFF WITNESS, MR. SACKETT 54 

A. Rider TBS - Transportation Balancing Service 55 

Q. What is Mr. Sackett’s position with respect to Rider TBS? 56 

A. Mr. Sackett continues to propose modifications to AIC’s proposal based on what he terms 57 

the “Nicor Method”.  However, it is important for the Commission to understand the distinction 58 

between the “Nicor Method” which has been the topic of much discussion in AIC’s last rate 59 

proceeding, and recent stakeholder workshops and the numerous other Nicor transportation tariff 60 

provisions that Mr. Sackett seeks to impose on AIC in this proceeding. 61 

Q. Does AIC “seeks to deprive transportation customers of access to storage 62 

altogether,” as Mr. Sackett claims? 63 

A. No.  AIC has proposed that transportation customers have access to approximately 5.482 64 

Bcf of storage capacity to accommodate their balancing and storage needs.  The 5.482 Bcf is 65 

based on 10 days times transportation customers’ MDCQs, compared to Mr. Sackett’s proposal 66 

of 15 days times transportation customers’ MDCQs.  The 15 days is the result of using the 67 

“Nicor Method”. 68 

Q. What is the “Nicor Method”? 69 

A. The “Nicor Method” is an allocation method utilized in past Nicor rate proceedings to 70 

determine the number of days of bank (and ultimately overall bank size) that transportation 71 

customers are granted.  The Nicor Method must be distinguished from other Nicor transportation 72 

services or tariff provisions. 73 

Q. Does Mr. Sackett share this definition of the Nicor Method? 74 
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A. Apparently not.  He views the Nicor method as a “formula for calculating the parameters 75 

that govern how transportation customers can use the distribution system.” (Response to Data 76 

Request AIC-Staff 18.02).  Thus, under his view of the Nicor Method, he seeks to impose 77 

various Nicor tariff provisions on AIC. 78 

Q. What are the other Nicor transportation tariff provisions that Mr. Sackett seeks to 79 

impose on Ameren Illinois in this case? 80 

A. The injection target provision, the 2.2% of customer bank access on a Critical Day (CD) 81 

provision, and the on-system storage cost allocation and Rider TBS - Transportation Balance 82 

Service (Rider TBS) rate derivation.  These are all Nicor tariff provisions that Mr. Sackett seeks 83 

to impose on AIC in an attempt to make the Company's global transportation services more like 84 

Nicor’s.   85 

Q. Does Mr. Sackett’s rebuttal testimony cause you to change your position regarding 86 

Rider TBS? 87 

A. No.  I recommend that the Commission approve AIC’s proposal.  Mr. Sackett’s proposed 88 

modifications to Rider TBS are based on a number of assumptions that are inaccurate or 89 

incorrect, and should be rejected. 90 

Q. What are the inaccurate or incorrect factual assumptions that you refer to? 91 

A. They are as follows: 92 

 Mr. Sackett assumes his proposed CD bank access to AIC’s on-system storage is 93 
achievable with our existing assets. 94 

 Mr. Sackett states that with a reasonable injection target, AIC’s fields will not be 95 
harmed in any way by transportation customer actions.  However, it is not 96 
possible to know what transportation customers will do with their banks in future 97 
winters.  If transportation customers do not empty their banks in the winter, field 98 
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operations could be harmed.  AIC would have no choice but to empty the fields to 99 
ensure proper cycling. 100 

 Mr. Sackett assumes balancing service provided by a single day of bank has no 101 
value. 102 

 Mr. Sackett states “Ameren puts transportation customer gas into its system and it 103 
goes into a variety of both on- and off-system assets.”  This is incorrect, as AIC 104 
does not have the capability to take gas from its system and place it back into 105 
pipelines to be held in off-system assets. 106 

 On page 30, starting on line 666, Mr. Sackett states that “Ameren responds to 107 
these drops in pressure by buying more gas”.  This is incorrect - AIC never 108 
responds to drops in pressure by purchasing more gas. 109 

Q. Mr. Sackett states that the Nicor method, when applied to AIC is AIC-specific and 110 

not “one-size fits all.”  Do you agree? 111 

A. No.  Mr. Sackett is attempting to impose a cookie cutter approach to transportation and 112 

banking tariff provisions.  He proposes to apply the calculations used to determine Nicor's 113 

Critical Day (CD) access and storage cost allocation to Ameren Illinois regardless of the 114 

significant differences in storage assets, deliverability capabilities, and tariff provisions between 115 

Nicor and AIC.   116 

In AIC's last case, the Commission directive was to apply the “Nicor Method” for 117 

calculating the number of days of bank to determine AIC’s bank size.  It did not however, direct 118 

Staff to attempt to apply Nicor's tariffs relating to CD withdrawal rights to AIC or Nicor storage 119 

cost allocation method to AIC.  Copying Nicor's storage cost allocation and tariff CD access 120 

causes an unworkable result when applied to AIC's assets.  The result is an allocation of CD 121 

bank withdrawal rights significantly higher that withdrawal rights on a non-critical day.  In 122 

contrast, AIC’s proposal creates an unbundled, subscribable storage service that follows the 123 

Commission directive from our last case, with the most appropriate cost allocation and maintains 124 
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existing tariff parameters that are necessary for AIC to continue to provide safe and reliable 125 

natural gas service to all its customers. 126 

Q. Does Mr. Sackett refute your position that he has failed to establish that Nicor and 127 

AIC are operationally comparable? 128 

A. No.  Although he argues that his proposal is not “one-size fits all”, he does not refute, or 129 

even address, my position in rebuttal testimony that there are substantial operational differences 130 

between Nicor and AIC that renders the Nicor Method for determining bank size and the other 131 

Nicor transportation provisions inappropriate for application to AIC.  Mr. Sackett does not take a 132 

position on whether AIC’s gas operations and Nicor’s are “operationally comparable.” 133 

(Response to Date Request AIC-Staff 8.01). 134 

Q. Why is it important to consider the operational differences you discuss in rebuttal 135 

testimony when evaluating Mr. Sackett’s proposals for Rider TBS? 136 

A. Mr. Sackett’s proposal is seeking to apply both the Nicor Method and Nicor tariff 137 

provisions to AIC.  Thus, in order to determine if such a proposal makes sense, it would be 138 

appropriate to analyze whether there are operational differences between AIC and Nicor that 139 

might impact the appropriateness of this proposal.  Mr. Sackett has not undertaken this analysis, 140 

however.  Rather, he just asserts that the Nicor Method as applied to AIC is AIC-specific. 141 

Q. Do you agree with this assertion? 142 

A. No.  The “AIC-specific” operational differences with Nicor should be considered before 143 

applying the Nicor method and tariff provisions.    144 

Q. Can you describe, in detail, the operational differences and their impact? 145 
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A. They are as follows: 146 

 AIC’s distribution system is much different than Nicor's.  It is less interconnected 147 
and is not integrated .  This hampers AIC’s ability to move gas supplies.  The 148 
ability to utilize one pipeline’s assets if another is lost is significantly diminished 149 
on our system as many customers are served from a single source of supply.  150 
AIC’s distribution system has no ties to any other Local Distribution Company for 151 
support in emergencies.  Nicor's, Peoples' and North Shore's distribution systems 152 
are connected for potential use in emergency situations.  It is significant that AIC 153 
has no volumetrically significant ties between the legacy Companies.  AIC shares 154 
pipeline assets more effectively as a single utility, but gas delivery at the local 155 
level has not changed,   AIC’s distribution system can be looked at like a map of 156 
country roads, while the more interconnected systems of Peoples/North Shore and 157 
Nicor look more like a map of city streets with expressways.  Just as country 158 
roads cannot provide traffic flow compared to interconnected streets with 159 
expressways, AIC's distribution system cannot provide the flexibility and flow as 160 
compared to Nicor and Peoples/North Shore.  161 

 Nicor has vastly greater on-system storage resources than does AIC.  Nicor has 162 
five times the on-system storage capacity as AIC with only 2.5 times the 163 
customers.  Furthermore, one of their largest fields can put their supply back into 164 
the Interstate Pipeline system, offering significant advantages in gas deliverability 165 
through displacement to all its interstate pipeline gates.  AIC’s storage is more 166 
localized in nature.  Many fields are tied to smaller subsets of our distributions 167 
system and cannot be used for support for other areas.  This localized nature also 168 
limits their withdrawals without cold temperatures.  Our storage fields cannot 169 
support CD rights in the spring, summer or fall.  At those times AIC must lean 170 
solely on pipeline assets and our lack of interconnections hampers our ability to 171 
do that.  Also, Company storage fields planning intends only one day at the peak 172 
day rating, yet AIC legacy companies have had CD declarations lasting 5 days.   173 

 Approximately 80% of AIC’s supply is provided by two pipelines, Natural Gas 174 
Pipeline (NGPL) and Panhandle Eastern (PEPL).  More than 80% of its leased 175 
storage assets are provided by the same two pipes.   Several of the other pipelines 176 
serving AIC can support small subsets of its customers and offer limited support 177 
to the overall system during events that might trigger a CD declaration.  This 178 
places AIC at a significant risk if either of these pipelines fail or have significant 179 
capacity restrictions.  Each of these pipelines has had firm capacity restrictions in 180 
the past two years.  If such restrictions happen concurrently, AIC’s ability to 181 
provide CD rights greater than current levels would be severely limited, if not 182 
impossible.  On the other hand, Nicor and Peoples/North Shore are in the Chicago 183 
area, which is home to one of the largest natural gas trading hubs in the country.  184 
Many interstate pipelines serve the region.  This provides the Chicago utilities 185 
with significantly more pipeline support than AIC. The impact of all these 186 
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operational differences is that AIC simply cannot supply from storage or 187 
distribute from pipelines a level of CD access suggested by Staff.  188 

Q. What would AIC do if Mr. Sackett's, bank capacity and CD bank access provisions 189 

were adopted by the Company? 190 

A. To meet the greater obligations caused by these provisions, AIC will have to acquire 191 

more leased storage assets in order to provide this level of service.  The costs have been 192 

previously discussed and quantified in Table 2 of my rebuttal testimony.  (I note the total dollars 193 

in the table are now lower by around 60% due to Mr. Sackett’s correction of the Nicor Method 194 

which results in a 15 day bank maximum instead of a 22 day bank maximum)   These assets all 195 

fall under the Purchased Gas Adjustment (PGA) for cost recovery and accordingly, these 196 

additional costs would be paid for exclusively by sales customers.  To add costs to the sales 197 

customers to provide greater CD access for transportation customers is a transparent subsidy and 198 

is further justification for rejecting Mr. Sackett's proposals regarding proportional access to 199 

banks and CD rights. 200 

Q. Are you familiar with the gas operational principle known as “displacement” that 201 

Mr. Sackett references? 202 

A. Yes. 203 

Q. Please explain your understating of displacement. 204 

A. Displacement refers to the fact that the gas a transportation customers buys and has 205 

delivered is not the same physical gas delivered to the customer’s facility.  At issue here, 206 

however, is the difference in volume between what the transportation customer delivered and 207 
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what the transportation customer used.  This is the imbalance volume that is put in a bank, taken 208 

from a bank, or cashed out.   209 

Q. How is your understanding of displacement different than Mr. Sackett's?  210 

A. Gas deliveries utilizing the principle of displacement are typically of equal volumes over 211 

a short period of time.  For example, if AIC buys 10,000 units of gas at a point downstream of 212 

delivery, it would receive that volume at its delivery by displacement.  Mr. Sackett improperly 213 

extends this concept to seasonal withdrawal quantities over many months. 214 

Q. On page 16, line 351, Mr. Sackett states, “Because of displacement, all gas can be 215 

cycled from the fields even if transportation customers do not withdraw it from their 216 

banks.  No other major utility has shown that spring cycling is problematic.”  How do you 217 

respond? 218 

A. Here, Mr. Sackett’s displacement theory is confusing at best.  The question of 219 

withdrawing gas from storage fields without transportation customers withdrawing from their 220 

banks illustrates the issue.  The functionality and integrity of AIC’s on-system storage fields 221 

cannot be maintained without adhering to planned injections and withdrawals.  If transportation 222 

customer bank activities do not follow this pattern AIC must use sales customer's gas to adhere 223 

to these targets.  Transportation customers will withdraw from their banks when it is 224 

economically beneficial to do so.  They will not withdraw from their banks when not 225 

economical.  Mr. Sackett argues that sales customer's gas can be used to withdraw when 226 

transportation customers do not, thus, the sales customer group will be forced, by design, to 227 

withdraw gas when uneconomical.  The same concept will apply in the summer fill period.  If 228 

transportation customers find it is not in their economic interest to fill their banks in the summer, 229 
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AIC’s sales customer's gas must be used to cover the transportation customer's discretionary 230 

shortfall precisely at a time when is less economical to do so.    Mr. Sackett describes this as 231 

displacement when in reality it is subsidization.   232 

Q. What is the fairness issue you allude to? 233 

A. The fairness issue involves the extra bank capacity afforded by the Nicor Method versus 234 

the AIC BSL.  Here, transportation customers have the option to elect the amount of bank they 235 

want.  In years where the economics of storing gas are favorable, transportation customers are 236 

likely to elect their maximum bank.  In years where the economics are poor, they can elect little 237 

or no bank.  In each case, the sales customers are left to pay for the remainder of AIC’s storage 238 

capacity.  During the years of poor economics for storage, sales customers are left with more and 239 

when storage economics are favorable sales customers are left with less.  In other words, sales 240 

customers have to pay for the capacity when it has less value to them.  Granting more than the 241 

existing aggregate bank capacity only expands the potential for economic harm to the sales 242 

customer class.  Under the expanded BSL using the Nicor Method, transportation customers are 243 

granted the option of taking up to 32% of AIC's on-system storage and then hold another option 244 

on whether to fill or empty.  To ensure fairness to the sales customer group, the Commission 245 

should accept AIC’s 5.48 Bcf BSL and reject Staff's proposal to increase it to 8.22 Bcf.    246 

Q. Is possible to quantify this economic harm to sales customers? 247 

A. Yes.  The pure market value of storage is determined by the difference in summer prices 248 

versus the prices in the following winter.  In 2005, this difference hovered around twenty cents 249 

per therm.  At that time, each therm of AIC’s storage cost approximately ten cents; therefore, 250 

each customer gained 10 cents for each therm of capacity held.  Under Mr. Sackett's capacity 251 
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allocation, transportation customers would have been provided an extra 2.74 Bcf (8.22 BSL-5.48 252 

BSL).  This is equivalent to 27.4 million therms which would have generated a savings of $2.74 253 

million dollars to the transportation customers which is an opportunity lost to the sales 254 

customers.  Now, in 2011 the summer versus winter price difference is around 5 cents per therm.  255 

With our cost of around 12 cents per therm, storage holders lose 7 cents per therm, as the cost of 256 

the storage exceeds the benefit of the price difference.  Under these circumstances, transportation 257 

customers will elect to hold less storage and the sales customer class will lose 7 cents on every 258 

therm of unelected storage.  If transportation customers only choose half of Mr. Sackett's 259 

proposed BSL of 8.22 Bcf, or 4.11 Bcf, due to the unfavorable economics, sales customers will 260 

be required to fill the unsubscribed 41,100,000 therms at a loss of 7cents per therm for a total 261 

economic loss of $2.88 million.  These examples illustrate that the electability of storage by the 262 

transportation group and the necessity to fill and empty AIC’s storage work to create an 263 

economic advantage for the transportation customer class at the expense of the sales customer 264 

class and should be mitigated by adopting AIC’s proposed BSL.  265 

Q. Mr. Sackett also states the displacement concept allows you to serve the 266 

transportation customer requirement with all storage assets and that their requirements 267 

are only around 20% of total (page 7, line 136).  How do you respond? 268 

A. Terminology aside, I agree that AIC uses all assets to serve customer demands, but 269 

disagree that 20% of our total storage is an inconsequential amount of storage assets allocated to 270 

transport customers. 271 
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Q. Mr. Sackett continues to argue Rider TBS should be approved with CD withdrawal 272 

rights (2.2% of the transportation customer’s bank limit) set for all transportation 273 

customers based on their subscribed storage capacity.  How do you respond? 274 

A. I strongly disagree.  I have already discussed how this increase cannot be accepted due to 275 

operational reasons.  Also, Mr. Sackett’s proposal provides transportation customers with greater 276 

access to banks on a CD than a normal day, which completely defeats the purpose of a declaring 277 

a CD.  A CD is declared when the Company's assets are expected to have difficulty providing 278 

standard tariff services.  Expanding transport services on a CD eliminates the very protections a 279 

CD declaration is supposed to provide.  This will lead to transportation customers with access to 280 

banks on a CD that the Company will unlikely be able to deliver.  To provide transportation 281 

customers these rights on a CD, the Company would be forced to purchase additional leased 282 

storage and pipeline capacity assets at a significant cost to sales customers (see Table 2 of my 283 

rebuttal testimony).   The Commission should reject Staff's proposal and must maintain CD 284 

withdrawal rights as proposed by AIC (which is exactly the level approved by the Commission 285 

in the last two AIC rate proceedings).  286 

Q. What about the Nicor tariff CD provisions discussed by Mr. Sackett on rebuttal 287 

causes concern? 288 

A. Mr. Sackett's proposal grants CD rights as a percentage of MDCQ, while AIC’s tariff 289 

grants rights as a percentage of Daily Confirmed Nominations (DCN).  This difference is critical 290 

as the Staff proposal provides transportation customers access to their bank independent of their 291 

nomination, thereby granting bank access even if no gas to is delivered into AIC’s system on the 292 

CD.  When a CD is a called on a day with mild temperatures, a transportation may customer may 293 
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be able to serve their load without supplying any gas.  AIC’s CD rights are tied to the DCN, 294 

requiring customers to nominate and deliver gas when the AIC needs it the most, helping protect 295 

all AIC’s customers.  During a CD, it is essential that transportation customers bring as much gas 296 

into the system as they need.  Our tariff promotes that, the provisions proposed by Mr. Sackett 297 

permit the opposite. 298 

Q. Does Mr. Sackett dispute that AIC would be required to incur additional costs? 299 

A. No. He claims that it is unknown whether AIC would have to incur costs to obtain 300 

additional resources.  On page 10, line 212, Mr. Sackett is asked, “Do you agree that AIC would 301 

have to get additional peak day resources if the Commission ordered them to offer proportional 302 

rights on the peak day?  Mr. Sackett responds at line 215, “That is not known.  AIC would need 303 

to re-evaluate its peak day portfolio.”  Likewise, on page 11, line 230, Mr. Sackett states, “Of 304 

course, if AIC did require more assets, sales customers would pay less than they currently do for 305 

on-system storage and more for off-system assets,” but states the net effect is unknown.”  The 306 

uncertainty of the cost impacts of Mr. Sackett’s proposal are, by themselves, a reason to reject 307 

his proposal.  Mr. Sackett proposes to require sales customer's to pay for leased storage assets 308 

only to provide greater CD bank access for transportation customers.  This flawed approach is 309 

overtly one-sided in favor of the transportation customers.  Under AIC’s allocation and CD 310 

access proposal, total costs remain constant and Company storage costs are allocated fairly 311 

between sales and transportation customers. 312 

Q. On page 12, line 250, Mr. Sackett asserts “It is reasonable [to allow transportation 313 

customers to withdraw more gas on a peak day than on a non-peak day] because AIC’s 314 

current non-peak day restrictions are less than proportional compared to sales customers.  315 
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Thus, my proposal is an interim step toward increasing both CD and non-CD flexibility.” 316 

Do you agree? 317 

A. No.  As already explained, it is not appropriate to allow transportation customers greater 318 

access to withdrawals from Company storage on a CD, when gas delivery is at its highest threat 319 

level, than on a mild, fall day when all assets are functioning.  Regarding his proportional rights 320 

argument, the opposite is true. Transportation customers currently pay just 4.55% of Company 321 

storage costs, but have rights to 20% of the capacity.  This is clearly greater proportional 322 

access than what they pay for.   323 

Q. Mr. Sackett agrees that a correction is needed to the Nicor method, which results in 324 

15 days of bank for all transportation customers, with initially unsubscribed transportation 325 

capacity made available for other transportation desiring additional capacity. The result is 326 

the revised BSL of 8.22 Bcf. What is your response? 327 

A. AIC continues to recommend adoption of its proposal, which is 10 days of bank for the 328 

overall BSL as the more reasonable option.  However, should the Commission adopt the 15 days 329 

of bank for the overall BSL, as calculated under the Nicor Method, AIC recommends that the 330 

Commission reject the rest of Mr. Sackett’s proposed Nicor-based tariff modifications to AIC’s 331 

Rider TBS. 332 

Q. What about the Nicor tariff aggregate bank limit provisions discussed by Mr. 333 

Sackett on rebuttal cause concern? 334 

A. Two key issues.  The first is a system integrity issue. Mr. Sackett's proposal grants 335 

transportation customers up to 8.22 Bcf of capacity.  Since CD rights are a percentage of bank 336 

capacity (which is a core tenet of his proposal), this automatically places a much larger aggregate 337 



Ameren Exhibit 51.0 
Page 15 of 27 

obligation to serve CD bank withdrawals.  AIC’s proposed BSL is an important limit to this 338 

increase to CD obligations.  Based upon the differences cited above, AIC is not in a position to 339 

provide anything greater than 20% DCN at this time as provided in our current tariff.  AIC’s 340 

proposed BSL is an important feature in managing the CD rights granted to transportation 341 

customers.  The second issue is a stranded asset issue.  The risk stems from the variability of CD 342 

rights from year to year that is inherent to Staff's proposal.  Mr. Sackett's  proposal allows 343 

transportation customers to elect from very little to 8.22 Bcf of bank capacity.  In years with very 344 

good storage economics AIC would expect the entire capacity to be elected.  In years, with very 345 

poor storage economics, capacity of 2 or 3 Bcf might be elected.  Since CD rights are directly 346 

tied to bank capacity elected, the amount of gas that AIC’s is obligated to provide will change 347 

year to year.  Specifically, AIC risks acquiring assets to meet its obligations in years with high 348 

bank elections that are stranded in following year with low bank elections.  AIC would also be 349 

put in the difficult situation of managing our CD obligations as they would be a significantly 350 

moving target under Staff's proposal.  System integrity and the risk of stranded assets are key 351 

issues that compel the Commission to adopt AIC’s proposed BSL.  352 

Q. How do you respond to Mr. Sackett’s proposal for implementing a fall injection 353 

target like that used by Nicor Gas, Peoples Gas and North Shore Gas? 354 

A. He fails to understand that just having a fall injection target is not enough to protect the 355 

integrity of storage fields, particularly if the a target has very limited consequences if missed.. 356 

Aquifer storage fields must be fully cycled.  AIC believes that, for its operations, an injection 357 

target is meaningless without a withdrawal target.  For optimal control, AIC storage operators 358 

require monthly targets.  To maintain the reliable operation of these critical assets, Ameren 359 
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Illinois will make up any difference from planned injections and withdrawals that result from the 360 

actions or inactions of transportation customers, with sales customer activity.  Mr. Sackett makes 361 

the claim that displacement can be used to empty fields without a mandated withdrawal target, 362 

yet obviously believes displacement is not enough to fill storage fields and thus offers the fill 363 

target requirement.  Under AIC’s current tariffs, sales customer gas is used to facilitate the 364 

necessary injections and withdrawals to maintain field integrity, and therefore AIC requires no 365 

bank fill or empty targets under its’ proposed BSL.  AIC recognizes that sales customer gas will 366 

also be used to facilitate the necessary injections and withdrawals to maintain field integrity and 367 

therefore requires no bank fill or empty targets under its’ proposed BSL.  AIC only wishes to 368 

limit the economic harm placed on sales customers by the higher BSL proposed by Staff.   369 

Q. What incorrect assumptions does Mr. Sackett rely on in proposing a fall injection 370 

target? 371 

A. First, he assumes that a reduction in CD bank access should the target not be met will 372 

have a meaningful impact on transportation customer activity.  It will not, as the reduction in CD 373 

withdrawal rights could still be greater than the access transportation customers have now.  He 374 

also assumes that a fill target is all that is needed to maintain the integrity of a storage field.  That 375 

assumption is incorrect for AIC’s storage field operations, which are operationally different from 376 

other utilities.  377 

Q. Mr. Sackett continues to reject AIC’s proposed method for recovering 50% of 378 

storage costs through a Deliverability Charge and 50% through a Capacity Charge in 379 

Rider TBS, and proposes setting a single rate to recover on-system storage costs based on 380 

Critical Day withdrawal rights that is linked to storage capacity.  Please respond. 381 
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A. Mr. Sackett’s proposed allocation and single rate calculation ignores the deliverability 382 

portion of Ameren Illinois’ banking service and only focuses on the capacity portion.  This is 383 

made quite clear in Mr. Sackett’s rate calculation discussion on Page 26, Lines 576-583 of his 384 

rebuttal testimony, where he divides the on-system storage costs of $32,485,580 by the annual 385 

capacity of on-system storage of 25,765,200 Dth to arrive at a rate of $1.26/Dth of capacity.  In 386 

contrast, AIC’s proposed Equitable Method is widely used in the natural gas pipeline industry 387 

and has been approved by the Federal Energy Regulatory Commission (FERC) for use in 388 

designing rates for storage services on the interstate pipelines. 389 

Q. What incorrect factual assumptions does Mr. Sackett rely on in proposing a single, 390 

per therm, bank capacity charge for banking service? 391 

A. He assumes the CD bank access (delivery cost allocation component) and bank size 392 

(capacity cost allocation component) can be combined into a per therm charge for capacity.  This 393 

may be applicable to  Nicor but is not for AIC.  The evidence shows AIC cannot provide Staff's 394 

level of CD access and any attempt would generate significant customer class subsidies.  395 

Therefore, his cost allocation cannot be adopted as the transportation customers would be paying 396 

for services that could not be provided.  To help justify his cost allocation, he also assumes 397 

balancing service provided by a single day of bank has no value. 398 

Q. Do you agree with Mr. Sackett that storage costs for transportation customers 399 

should be for capacity and peak day deliverability and not consider the benefits of daily-400 

balancing? 401 

A. I have a different view than Mr. Sackett.  My view is that our daily balancing service 402 

effectively utilizes both capacity (bank size) and deliverability.  The flexibility of our bank 403 
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service to cover daily imbalances significantly reduces the amount of gas that a transportation 404 

customer might have to cashout.  Our bank service allows injections in the winter and 405 

withdrawals in the summer and provides a 20% balancing tolerance before cashing out.  Any 406 

balancing before cashout should be a base rate recovery issue because it is part of the tariff bank 407 

service (base rates) and any balancing done by cashout is a PGA recovery issue.  Given the 408 

cashout premiums paid by transportation customers reported by Mr. Sackett, it is clear that the 409 

balancing provided by our banks offers a tangible benefit to transportation customers. 410 

Q. Mr. Sackett states Ameren Illinois changed its rationale for the two-part charge.  Is 411 

that true? 412 

A. No. In Mr. Sackett's rebuttal testimony cites Ameren Exhibit 34.0 pp. 20-22 to make this 413 

claim,   However, on page 20, line 419-420, I stated “Ameren's appropriately assigns costs to the 414 

first day of bank because it does afford peak day access”.  The fact that our banking service 415 

provides valuable balancing only reinforces the appropriateness of the Equitable Method. 416 

Q. Mr. Sackett believes AIC’s cost proposal allocates 50% of costs to the first day of 417 

bank for daily balanced customers.  Is he correct? 418 

A. Yes.  This is appropriate since a single day of bank provides balancing and full CD rights 419 

under AIC's tariffs.  Only the cost of capacity should change based on the number of days 420 

selected. 421 

Q. On page 22, line 487, Mr. Sackett states, “If the Commission rejects my proposal to 422 

link CD withdrawal rights, annual capacity and storage costs to the peak day through the 423 

MDCQ, then in lieu of such a tariff change, I recommend that the Commission allocate 424 
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those costs based on 20% of the average historical peak DCN during the past two years, i.e. 425 

42% of their MDCQ.” How do you respond? 426 

A. I disagree.  Transportation customers should be allocated costs based on the contracted 427 

service level between the Company and the customer, the MDCQ.  Each transportation customer 428 

has the right to 20% of DCN on a CD.  Each customer can nominate their entire MDCQ.  That 429 

gives each transportation customer the right to 20% of their MDCQ on a CD.   The Company 430 

must plan for the full utilization of the rights it affords to customers and retain assets 431 

accordingly.  Therefore, AIC’s allocation based on MDCQ is appropriate and should be adopted 432 

by the Commission.      433 

Q. On page 25, line 557, Mr. Sackett states, “The significant increase in the storage 434 

costs allocated to monthly-balanced customers may arbitrarily make transportation service 435 

uneconomical for smaller customers.” How do you respond? 436 

A. Staff offered no quantification of the cost increases and any justification that they are 437 

significant, nor any analysis on the result of any cost increases on the economic viability of our 438 

service resulting from our cost allocation.  As stated previously, the storage cost allocation to all 439 

transportation customers is increasing under both AIC and Staff's proposals.  It is unreasonable 440 

for AIC to propose cost allocations with the intent to preserve the economic viability of transport 441 

service for select customer subclasses.  AIC’s responsibility is to propose the most appropriate 442 

cost allocation among customer classes for all services provided.  443 

Q. Does Mr. Sackett agree with the 5 day minimum bank for monthly balanced 444 

customers? 445 

A. Yes.   446 
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B. Cashout/Rider T - Transportation Service 447 

Q. Mr. Sackett rejects the proposed Cashouts in Rider T that uses the higher of PGA 448 

and an index for under-deliveries and the lower of PGA and an index for over-deliveries.  449 

Please respond. 450 

A. His position fails to understand the source and price of supplies used to balance the 451 

system and to accept the costs that cashout imbalances impose on the sales customers. 452 

Q. What incorrect factual assumptions does Mr. Sackett rely on in his rebuttal 453 

proposing to reject the cashout provisions? 454 

A. His principle assumption is that AIC can simply buy market priced gas to make up 455 

cashout imbalances.  This is incorrect.  Every AIC purchase flows through the PGA.  All 456 

supplies AIC provides to its distribution system are priced at the PGA price.   When buying gas 457 

from transportation customers, the sales customers should never have to buy it at a price greater 458 

than their supply, the PGA, because that exposes them to higher prices than they would have 459 

otherwise experienced as a result of transportation customer activity.  Therefore, it is logical that 460 

the transportation customer's cashout mechanism use PGA prices as a baseline.  The PGA price 461 

and the market price are not the same and if they are, it is only by chance. 462 

Another assumption Mr. Sackett makes is, “Those net purchases are realized during the 463 

gas day by a drop in system pressure and AIC responds by buying more gas - at the market price, 464 

not the PGA.”  This is incorrect and highlights Mr. Sackett’s lack of understanding of the 465 

operational decisions made on a daily and hourly basis in supplying and balancing an LDC 466 

system.  AIC does not respond to a drop in pressure by buying gas; flexible storage resources are 467 

most often used.  AIC can only purchase and nominate gas for the first 8 hours of a gas day due 468 
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to North American Energy Standards Board (NEASB) rules for nominations on the interstate 469 

pipeline system, leaving insufficient time to respond to pressure drops with gas purchases.  Even 470 

if AIC could purchase gas beyond the first eight hours of a day, it would still be purchased 471 

through the PGA. 472 

He also assumes that the penalty revenues from transportation customer cashouts 473 

adequately cover the use of those assets (ICC Staff Ex. 29.0, pp. 32-33).  Ameren Exhibit 51.1 474 

calculates the costs to manage daily balanced, transportation customer imbalances listed in 475 

Ameren Exhibit 34.5.  Ameren Exhibit 51.1 adds costs of the injections, withdrawals, fuel costs, 476 

and reservation fees for a pipeline storage service with the deliverability to meet the largest net 477 

transportation customer imbalance in 2010.  The tariff rates of Panhandle Eastern Pipeline's 478 

(PEPL) Flexible Storage service were used in the calculation because it is AIC’s largest leased 479 

storage provider.  The total cost for the services required to cover daily balanced customer 480 

imbalances was $2.3 million annually, far in excess of the $583,000 average in premiums paid 481 

by transportation customers, through the cashout mechanism.  AIC’s cashout proposal is 482 

designed to bring cashout premiums more in line with balancing costs.  483 

Q. On page 30, line 660, Mr. Sackett states, “Mr. Eggers does not answer the important 484 

question which is, “What price does Ameren Illinois pay for changes in gas purchase 485 

needed to balance the system that result from transportation customers’ imbalances?” 486 

What is your response?  487 

A. As I have stated the cost for all gas on AIC’s system is the PGA price.  There is no 488 

separate market priced gas waiting to handle cashout imbalances. 489 



Ameren Exhibit 51.0 
Page 22 of 27 

Q. On page 33, line 724, Mr. Sackett states, “This exhibit does show that there is a net 490 

of 33,289 therms of average daily under-delivery on the total system.  However, Mr. Eggers 491 

fails to point out that this is less than 0.2% of the system peak day of 17,325,720 therms and 492 

less than 0.6% of transportation MDCQs of 5,481,800 therms.  It is a tiny fraction of the 493 

system and this is the net harm, it is not for selected days.  The fact that this number is so 494 

inconsequential effectively undermines Ameren Illinois’ whole argument.” Do you agree? 495 

A. It may be inconsequential when compared to a peak day volume.  However, these 496 

imbalances occur every day.  They must be balanced every day.  This imposes costs on sales 497 

customers every day.  Costs that are significantly higher than the cashout premiums paid by the 498 

transportation customers.  It is appropriate that transportation customers pay these costs.   499 

Q. On page 33, line 732, Mr. Sackett states, “Since October 1, 2008, transportation 500 

customers have paid almost $600,000 annually in premiums to the CCP by paying 10% 501 

more for gas outside the 20% deadband and receiving 10% less than the market price for 502 

gas delivered in excess of the 20% deadband.  There is no evidence that the 33,289 therms 503 

daily average harms the system.  This tendency to under deliver will totally disappear if a 504 

CD is declared due to $6 per them penalty.  And on any other day, it does not appear to be 505 

destabilizing to the system.” What is your response? 506 

A. I have already addressed above how cashout premiums are insufficient to cover the 507 

balancing costs AIC incurs.  AIC agrees that this level of daily imbalances does not destabilize 508 

the system; AIC’s concern is only to minimize use of sales customer's assets to perform the 509 

balancing and ensure that the costs imposed by transportation customers onto sales customers, is 510 

remunerated.  The CD penalty argument is not relevant to daily cashouts.    511 
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C. Interim Rates 512 

Q. Mr. Sackett is concerned that AIC has made no proposal for interim rates prior to 513 

Rider TBS going into effect.  How do you respond? 514 

A. AIC proposed to use the Equitable Method based on existing transportation customer 515 

MDCQs on November 1, 2010. 516 

Q. Mr. Sackett believes that Interim base rates should be determined in the manner 517 

that the Commission ordered in the previous rate case for those three months, i.e. allocate 518 

storage costs to all transportation customers based on 20% of DCN.  Do you agree? 519 

A. AIC views that allocation as inappropriate and accordingly has used its proposed method 520 

for interim rates until Rider TBS takes effect.  All other rates and cost allocations in the Final 521 

Order of the Commission become effective on the date of the Final Order.  There is no reason 522 

that the on-system storage allocation should be any different.  We proposed a new allocation in 523 

this case to replace the unjustifiably low allocation of 4.55% in our previous rate proceeding.  524 

That allocation was independent of bank size and did not correctly reflect the deliverability 525 

provided to transportation customers.  526 

V. RESPONSE TO IIEC WITNESS, MR. GORMAN RE GAS RATE DESIGN 527 

Q. Mr. Gorman does not agree with maintaining the 22 times MDCQ allocation even 528 

with AIC’s corrected calculation.  How do you respond? 529 

A. AIC accepts a maximum of 15 days times MDCQ for an individual customers’ 530 

subscribable bank election as Mr. Gorman suggests.  The unsubscribed capacity will be offered 531 

to those customers wanting more than 15 days.  This would result in customers who want 532 

additional storage capacity receiving more than 15 days under the process I described in direct. 533 
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Q. How do you respond to Mr. Gorman’s belief that you did not address the practical 534 

difficulties that AIC will face as scarce capacity must be apportioned among customers? 535 

A.  All customers will have at least their current banking capacity with the opportunity to 536 

acquire additional capacity if other holders elect less than that currently proscribed.  Bank usage 537 

history clearly implies that there will be more than adequate capacity to provide up to 15 times 538 

MDCQ of bank.  No customer will ever have 'no capacity'.  We are not aware of any practical 539 

difficulties with our election process.   540 

Q. Mr. Gorman rejects AIC’s proposed 10-day aggregate and instead, assuming AIC’s 541 

revised calculation is correct, recommends that each transportation customer be allowed to 542 

subscribe maximum 15 days of storage, based on Nicor method.  How do you respond? 543 

A. We support the BSL at 5.482 Bcf which is based on 10 days of bank as discussed 544 

previously in response to Mr. Sackett.  A maximum individual limit of up to 15 days of bank is 545 

acceptable to the Company as discussed above. 546 

Q. How do you respond to Mr. Gorman’s recommendation that the Commission 547 

examine in future proceedings the possibility of expanding the availability of storage 548 

capacity to transportation customers, through an allocation of a portion of all types of AIC 549 

storage capacity, including contracted pipeline storage? 550 

A. To the extent that future proceedings provide greater rights to transportation customers, 551 

cost sharing of leased storage between sales and transport customers may be necessary.  552 

Q. Mr. Gorman claims (pp. 4-5) that your rebuttal testimony contradicts your position 553 

in direct testimony where you claimed that AIC’s bank service functions as a balancing 554 

service and not a storage service.  How do you respond? 555 
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A. Mr. Gorman refers to my comments about our existing service functioning as a balancing 556 

service more than a storage service.  I was not referring to our proposed Rider TBS service, 557 

which can function as a storage service, if customers elect to use the service that way, as well as 558 

having a balancing function.  Therefore, there is no contradiction. 559 

Q. Mr. Gorman states on page that, without a “full storage service underpinning,” 560 

there is no basis for using the Equitable Method. Do you agree? 561 

A. No.  As clearly stated before, with our proposed changes to the May through September 562 

bank access, our Rider TBS can fully function as a storage service, with the ability to fill an 563 

entire 15 day bank in the summer and empty the bank in the winter.  Therefore, the Equitable 564 

Method is perfectly applicable to our Rider TBS offering.   565 

Q. Mr. Gorman believes a PGA shortfall is not unavoidable, and it could be corrected 566 

either by raising the imbalance penalty or by reducing the PGA through lower cost 567 

purchases.  How do you respond? 568 

A. AIC agrees that raising the imbalance penalty could reduce this shortfall and may seek to 569 

do so if the Commission rejects our cashout proposal in this case.  AIC always strives for the 570 

lowest possible PGA.  AIC’s requirements to protect against price volatility, to provide a level of 571 

service on a peak day, and prudent asset ownership to provide safe, reliable service are the 572 

reasons AIC’s PGA may be higher than the current market price. 573 

Q. Do you agree with Mr. Gorman that the present calculation of imbalance charges 574 

provides an incentive for AIC to reduce its purchased gas costs to the benefit of sales 575 

customers and without imposing additional harmful penalties on transportation 576 

customers? 577 
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A. No.  AIC’s core goal is to provide safe and reliable supply to our customers at the lowest 578 

cost.  AIC is simply attempting to charge transportation customers the costs they impose on sales 579 

customers when cashing out imbalances. 580 

Q. Mr. Gorman concludes that the present calculation benefits both sales and 581 

transportation customers.  Do you agree? 582 

A. No.  The benefits all are afforded to transportation customers.  Reinforcing an incentive 583 

that already exists is not a benefit to sales customers. 584 

Q. Mr. Gorman removed demand charges for Rate Zones II and III in response to your 585 

testimony.   Even with this correction, his conclusions remain the same: PGA zone prices 586 

still routinely exceed market clearing prices, at levels as high as 206% of the market price.  587 

How do you respond? 588 

A. This is true.  And hopefully, it will provide the incentive to transportation customers to 589 

minimize or eliminate their cashout imbalances under AIC’s cashout proposals. 590 

Q. Do you agree with Mr. Gorman’s conclusion that the pricing of cashout provisions 591 

using PGA prices rather than market clearing prices would produce a significant 592 

unjustified margin in support of sales customers, to the detriment of transportation 593 

customers? 594 

A. No.  We have shown the cashout premiums are inadequate to recover the full amount of 595 

balancing costs imposed on AIC’s sales customers.  Again, the Company proposes these 596 

cashouts to minimize the cashout imbalances with the best result being that transportation 597 

customers pay no margin to the sales customers by properly matching nominations to usage. 598 



Ameren Exhibit 51.0 
Page 27 of 27 

VI. CONCLUSION 599 

Q. Does this conclude your surrebuttal testimony? 600 

A. Yes, it does. 601 


