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       ) 
The Peoples Gas Light    ) 
      and Coke Company    ) 
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Petition for an order approving an   ) 
agreement for the provision   ) 
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to Sections 7-101 and 7-102   ) 
of the Illinois Public Utilities Act    ) 
 

PETITION OF  
NORTH SHORE GAS COMPANY AND  

THE PEOPLES GAS LIGHT AND COKE COMPANY
 

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

and Coke Company (“Peoples Gas”), together, the “Utilities,” pursuant to 

Sections 7-101 and 7-1021 of the Public Utilities Act (“Act”), submit to the Illinois 

Commerce Commission (“Commission”) this Petition for approval of a Storage 

Service Agreement (“Storage Agreement”).  The proposed Storage Agreement is 

between North Shore and Peoples Gas. 

1. North Shore is a corporation organized and existing under the laws of the 

State of Illinois, having its principal office at 130 East Randolph Street, Chicago, 

Illinois 60601.  It is engaged in the business of purchasing natural gas for and 

distributing and selling natural gas to approximately 158,000 customers in Cook 

and Lake Counties, Illinois.  North Shore is a public utility within the meaning of 

the Act.  220 ILCS 5/3-105.  Attachment A of this Petition is a list of municipalities 

that North Shore serves.  North Shore is a wholly-owned subsidiary of Peoples 
                                            
1  220 ILCS 5/7-101 and 7-102. 
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Energy, LLC (“PELLC”), which is a wholly-owned subsidiary of Integrys Energy 

Group, Inc. 

2. Peoples Gas is a corporation organized and existing under the laws of the 

State of Illinois, with its principal office at 130 East Randolph Street, Chicago, 

Illinois 60601.  It is engaged in the business of purchasing natural gas for and 

distributing and selling natural gas to approximately 826,000 customers in the 

City of Chicago, Illinois.  Peoples Gas is a “public utility” within the meaning of 

the Act.  220 ILCS 5/3-105.  Attachment B of this Petition identifies the 

municipality that Peoples Gas serves.  Peoples Gas is a wholly-owned subsidiary 

of PELLC. 

3. Sections 7-101 and 7-102 of the Act each requires Commission approval 

of certain utility contracts. 

4. The proposed Storage Agreement is attached to and made a part of this 

Petition as Attachment C. 

5. Attached to and made a part of this Petition as Attachment D are the 

Direct Testimony and Exhibit of Richard E. Dobson and the Direct Testimony and 

Exhibits of Denean V. Smith. 

I.  BACKGROUND 

6. Peoples Gas owns and operates a storage field, located in Champaign 

County, Illinois, called Manlove Field.  It has provided a storage service to North 

Shore since 1967 under various agreements.  The Commission approved the 

currently effective agreement in Docket No. 87-0401.  North Shore, under the 

process permitted in that agreement, reduced its daily contract quantity by three 
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supplemental agreements, effective November 1 of each of 1993, 1994, and 

1995. 

7. North Shore recovers the cost of this storage service through its Rider 2, 

Gas Charge.  This is identical to the cost recovery it uses for storage services it 

purchases from other service providers, viz., interstate pipelines.  North Shore 

also includes cushion gas associated with the service in its rate base.  Peoples 

Gas includes the revenues it receives from North Shore in its base rate cases.  

Thus, the revenue Peoples Gas receives from North Shore under the agreement 

reduces Peoples Gas’ cost of service and prevents double recovery of costs. 

8. Except for quantity changes, North Shore and Peoples Gas have not 

changed the terms and conditions of the agreement since 1987.  Those terms 

and conditions no longer reflect the types of storage services available from other 

service providers.  Notably, interstate pipelines substantially changed their 

storage services in response to various Federal Energy Regulatory Commission 

(“FERC”) requirements, particularly the unbundling that FERC mandated in Order 

No. 636.  The current agreement does not reflect the capabilities of Manlove 

Field, nor the actual service that Peoples Gas has been providing to North Shore.  

9. The currently effective agreement includes obsolete references pertinent 

to determining costs under the agreement.  For example, it references Natural 

Gas Pipeline Company of America LLC’s (“Natural”) Rate Schedule DMQ-1, 

which Natural eliminated many years ago.  It references the Commission’s 

Uniform System of Accounts as adopted in 1985.  The Commission has revised 

that rule several times since 1985. 
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II.  PROPOSED STORAGE AGREEMENT  

10. The proposed Storage Agreement is necessary to define more accurately 

and precisely the commercial service that Peoples Gas can provide to North 

Shore.  It is also appropriate to revise the agreement to update references and 

generally incorporate conventional and more complete contract terms and 

conditions.  Key provisions in each Article of the proposed Storage Agreement 

are outlined in this Section II. 

11. North Shore would continue to recover costs through its Rider 2, Gas 

Charge.  It would continue to include cushion gas in its rate base.  Peoples Gas 

would continue to reflect revenues in its base rate filings.  Such rate treatments 

remain appropriate. 

12. Article I sets forth definitions.  Key changes include new definitions of 

injection and withdrawal periods, daily injection and withdrawal quantities and a 

maximum quantity, nomination deadline, over- and under-run, and an annual 

plan.  These definitions are necessary to support a more precise definition of 

each party’s rights and obligations.  Article I is also a more complete list of 

necessary contract definitions. 

13. Article II specifies the contract term, including an automatic rollover 

provision, and a condition precedent for Commission approval.  The termination 

notice would increase from 120 to 180 days.  This is beneficial to both Peoples 

Gas’ and North Shore’s customers, as it gives greater notice for each of the 

Utilities’ supply and capacity planning processes. 
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14. Article III describes the storage service.  Unlike the current agreement, the 

proposal includes a specific nomination process and identifies locations at which 

North Shore may deliver gas for injection.  The proposal also describes how 

Peoples Gas makes deliveries to North Shore and how this affects Manlove 

Field.   

15. Article IV defines, in detail, gas quantities in terms of peak day and daily 

rights and the total storage quantity.  A cycling requirement is a new and 

important feature.  Greater specificity, in Articles III and IV, benefits the Utilities’ 

customers.  North Shore’s customers benefit from a service that has defined 

rights that make the service more comparable to others on which North Shore 

relies to serve its customers.  Peoples Gas’ customers benefit because Peoples 

Gas’ obligations are specifically defined, and this minimizes the possibility of 

North Shore receiving an improper subsidy, and Peoples Gas continues to 

receive appropriate cost recovery for the service it is providing, which benefits its 

customers. 

16. Article V describes the monthly cost of service and charges for over- and 

under-run and for failing to satisfy the cycling requirement.  This article is similar 

to the existing provision, but it removes obsolete references and clarifies the 

wording.  It also excludes LNG costs from the calculation.  Although currently 

included, Peoples Gas’ LNG facility does not support the storage service to North 

Shore and is properly excluded from the cost of service. 

17. Article VI defines cushion gas requirements.  This article is more detailed 

than the current agreement.  It also addresses how the parties will address 
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situations where a party fails to inject the necessary quantity of cushion gas.  

Moreover, upon effectiveness of the agreement, Petitioners anticipate that, under 

language proposed in Article VI, Peoples Gas will transfer cushion gas to North 

Shore.  North Shore’s prior reductions in its contract quantity resulted in North 

Shore having excess cushion gas for which it recovers costs from Peoples Gas.  

However, the exclusion of LNG costs from the cost calculation under the 

proposed Storage Agreement will affect the required cushion gas requirements 

and is expected to result in Peoples Gas having excess cushion gas.  Absent a 

transfer, Peoples Gas would need to recover those costs from North Shore.  The 

added clarity benefits the Utilities’ customers. 

18. Article VII is an order of deliveries provision.  This is appropriate to ensure 

the proper classification of gas deliveries (top versus cushion).  In particular, it 

coheres with the cushion gas requirements specified in Article VI.  The current 

agreement includes such a provision.  

19. Article VIII sets out standard language on measurement, quality and 

delivery.  The current agreement includes some of these requirements, but the 

proposal is more complete and better mirrors the type of language found in 

pipeline agreements and tariffs. 

20. Article IX describes the allocation of gas upon contract termination.  The 

current agreement includes such a provision. 

21. Article X is a force majeure provision.  Force majeure is a standard 

provision in most commercial agreements, including pipeline agreements and 

tariffs.  The absence of such language in the current agreement is unusual. 
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22. Article XI is a government regulation provision.  Such a provision is 

common in commercial agreements, and it is particularly appropriate for an 

agreement between two regulated companies.   

23. Article XII includes several common contractual terms and conditions 

pertinent to the interpretation of the agreement.  The absence of such language 

in the current agreement is unusual.   

III. CONCLUSION AND REQUESTED RELIEF 

24. The proposed Storage Agreement is in the public interest, and the public 

would be convenienced by its approval.  As shown in Section II of this Petition, 

the proposed Storage Agreement is beneficial to North Shore’s and Peoples Gas’ 

customers. 

25. The cost to North Shore’s customers is competitive with alternatives from 

pipelines.  For example, a comparable service under Natural’s Rate Schedule 

DSS would have an approximate annual cost of $4 million.  The Peoples Gas 

service cost, based on the firm storage service included in its interstate services 

Operating Statement, is about $3.5 million.  Natural’s service is somewhat more 

flexible than the Peoples Gas service, so the lower cost for the Peoples Gas 

service is reasonable.  Peoples Gas’ customers receive revenues through base 

rates that cover Peoples Gas’ cost of serving North Shore.  

26. The detailed and specific description of each party’s rights and obligations 

is the most notable feature of the proposed Storage Agreement.  Rather than 

relying on historical practices and performance to define North Shore’s rights, the 

proposal includes the necessary terms and conditions.  The many changes in the 
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gas industry, especially service unbundling by interstate pipelines, since the 

Utilities last revised and the Commission reviewed the agreement make it 

appropriate to update the agreement.   

27. The proposed Storage Agreement includes commercial terms that 

accurately reflect the service that Peoples Gas can support with its Manlove 

Field.  New language defining contract quantities, injection and withdrawal rights, 

cycling requirements, and nomination procedures best reflects these 

improvements.  Such terms are common to storage services available from 

interstate pipelines.  This benefits North Shore’s customers by ensuring that 

North Shore receives specific service rights, while allowing North Shore to 

compare the Peoples Gas service with alternatives.  Peoples Gas’ customers 

benefit by ensuring that North Shore receives and pays for a service that is 

contractually limited to the physical capability of the asset supporting that service.   

28. The proposed Storage Agreement includes contract terms and conditions 

that are customary in arm’s length contracts.  The currently effective agreement 

does not include contract language that is common to commercial agreements 

negotiated between non-affiliated companies.  For example, the proposed 

Storage Agreement includes force majeure language, conventional contract 

interpretation provisions, government regulation language, and a complete set of 

definitions.  Inclusion of such provisions benefits the Utilities’ customers by 

eliminating the ambiguity that may result from omitting common terms and 

conditions that a trier of fact would find important in determining the parties’ 

intent. 
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ATTACHMENT A 
 

Municipalities Served by North Shore Gas Company 
 
 
 

 



   
  ILL. C. C. NO. 17 
  First Revised Sheet No. 5 
 

North Shore Gas Company        
 

SCHEDULE OF RATES FOR GAS SERVICE 
                                       Page 1 of 1 

 
    

THIS RATE SCHEDULE APPLIES TO THE 
MUNICIPALITIES AND UNINCORPORATED AREAS LISTED BELOW 

AND/OR TO TERRITORIES CONTIGUOUS THERETO 
 

 
 

     Municipality or                                                                    Municipality or               
Unincorporated Area                             County                  Unincorporated Area                        County 
 
Antioch Lake Lincolnshire Lake 
Aptakisic “ Lindenhurst “ 
Bannockburn “ Long Grove “ 
Beach Park “ Mettawa “ 
Buffalo Grove “ Millburn “ 
Deerfield “ Mundelein “ 
Diamond Lake “ Nimitz Village “ 
Druce Lake “ North Chicago “ 
Forrestal Village “ Northbrook Cook 
Fort Sheridan “ Old Mill Creek Lake 
Gages Lake “ Park City “ 
Glencoe Cook Prairie View “ 
Grayslake Lake Riverwoods “ 
Great Lakes “ Rondout “ 
Green Oaks “ Rosecrans “ 
Gurnee “ Round Lake Beach “ 
Half Day “ Russell “ 
Halsey Village “ Third Lake “ 
Hawthorn Woods “ Venetian Village “ 
Highland Park “ Vernon Hills “ 
Highwood ‘ Wadsworth “ 
Indian Creek “ Waukegan “ 
Knollwood “ Wheeling “ 
Lake Bluff “ Wildwood “ 
Lake Forest “ Winnetka Cook 
Lake Villa “ Winthrop Harbor Lake 
Libertyville “ Zion “ 
    
    
    

 
 
Date Issued: FEBRUARY 8, 2008 Date Effective: FEBRUARY 14, 2008 
 

Issued by James F. Schott, Vice President 
130 East Randolph Drive, Chicago, Illinois 60601  

 
Filed Pursuant to Order of Illinois Commerce Commission 

Entered February 5, 2008 in Docket No. 07-0241 

Attachment A



ATTACHMENT B 
 

Municipality Served by The Peoples Gas Light and Coke Company 
 
 

Chicago, Illinois

 



ATTACHMENT C 
 
 

Proposed Storage Service Agreement 

 



STORAGE SERVICE AGREEMENT 
 

This Storage Service Agreement (“Agreement”) is entered into this ___ day of 

__________, 201_, between The Peoples Gas Light and Coke Company (“Peoples Gas”), an 

Illinois corporation, and North Shore Gas Company (“North Shore”), an Illinois corporation, each 

a “Party” and together the “Parties.” 

RECITALS 
A. Peoples Gas is a public utility under the Illinois Public Utilities Act engaged in the 

business of purchasing gas for and distributing and selling gas to customers in the City of 

Chicago, Illinois. 

B. North Shore is a public utility under the Illinois Public Utilities Act engaged in the 

business of purchasing gas for and distributing and selling gas to customers in Lake and Cook 

Counties, Illinois. 

C. Peoples Gas owns and operates a storage field and has provided a storage service to 

North Shore since 1967 under various agreements. 

D. Peoples Gas and North Shore wish to amend and restate their agreements regarding 

this subject matter, in the form of this Agreement. 

E. Peoples Gas and North Shore, in consideration of the covenants and agreements set 

forth in this Agreement, agree as follows: 

ARTICLE I – DEFINITIONS 
 Unless a different definition is expressly stated, the following terms shall have the 

following meanings: 

1. “Annual Plan” shall mean Peoples Gas’ planned injections and withdrawals for Manlove 

Field, as Peoples Gas may change such plan from time to time, for the one-year period 

beginning April 1. 

2. “Authorized Overrun” shall mean a quantity of gas in excess of the Daily Injection 

Quantity or Daily Withdrawal Quantity that Peoples Gas allows North Shore to inject or withdraw 

on any Gas Day. 

3. “Authorized Underrun” shall mean a quantity of gas less than the Daily Injection Quantity 

or Daily Withdrawal Quantity by which Peoples Gas allows North Shore to reduce its required 

injection or withdrawal on any Gas Day. 

4. “Central Time” shall mean the prevailing time in the central time zone. 

5. “Commission” shall mean the Illinois Commerce Commission or any successor to that 

agency. 
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6. “Cushion Gas” shall mean the total quantity of gas in Manlove Field necessary to 

maintain the required maximum daily rate of delivery from that field. 

7. “Daily Injection Quantity” shall mean the quantity of gas, subject to adjustment for 

Authorized Overrun or Authorized Underrun, that North Shore shall deliver for injection under 

this Agreement on any Gas Day and is determined in accordance with Article IV.4. 

8. “Daily Withdrawal Quantity” shall mean the quantity of gas, subject to adjustment for 

Authorized Overrun or Authorized Underrun, that Peoples Gas shall deliver to North Shore as a 

withdrawal under this Agreement on any Gas Day and is determined in accordance with Article 

IV.5. 

9. “Delivering Pipeline” shall mean the interstate pipeline delivering gas on behalf of a Party 

to the other Party. 

10. “Dth” shall mean one dekatherm, a quantity of gas equal to one million British thermal 

units. 

11. “Effective Date” shall mean the first March 1 to occur after Commission approval of this 

Agreement. 

12. “Gas Day” shall have the meaning ascribed to it in Peoples Gas’ Schedule of Rates for 

Gas Service, as it may be revised from time to time, on file with the Commission. 

13. “Injection Period” shall mean the period March 1 through November 30 in each Storage 

Year. 

14. “Inventory Percentage” shall have the meaning ascribed to it in Article IV.5(b). 

15. “Manlove Field” shall mean the storage field owned and operated by Peoples Gas and 

located in Champaign County, Illinois.  For purposes of this Agreement, the term “Manlove 

Field” shall not include Peoples Gas’ LNG facilities, which Peoples Gas operates in conjunction 

with its storage field. 

16. “Maximum Storage Quantity” shall mean the maximum quantity of gas that Peoples Gas 

is obligated to store on North Shore’s behalf and is determined in accordance with Article IV.1.  

17. “Midwestern” shall mean Midwestern Gas Transmission Company and any successor to 

that company. 

18. “Natural” shall mean Natural Gas Pipeline Company of America, LLC and any successor 

to that company. 

19. “Nomination Deadline” shall mean 8:00 a.m. Central Time on the day preceding the Gas 

Day of flow. 

20. “Northern Border” shall mean Northern Border Pipeline Company and any successor to 

that company. 
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21.  “Peak Day Demand” shall mean, as applied to each Party, the maximum quantity of gas 

that the Party may withdraw from Manlove Field in January. 

22. “Pro Rata Share” shall mean the ratio that each Party’s Peak Day Demand bears to the 

total Peak Day Demand of both Parties. 

23. “Storage Account” shall mean, for accounting purposes, the account maintained by 

Peoples Gas into which North Shore nominates gas for injection and from which North Shore 

nominates gas for withdrawal. 

24. “Storage Account Balance” shall mean the quantity of gas accounted for in the Storage 

Account. 

25. “Storage Year” shall mean the twelve-month period beginning December 1 each year 

during the Term. 

26. “Top Gas” shall mean the quantity of gas in Manlove Field that is in excess of the 

Cushion Gas quantity. 

27. “Trunkline” shall mean Trunkline Gas Company, LLC and any successor to that 

company. 

28. “Withdrawal Period” shall mean the period December 1 through the last Gas Day of 

February in each Storage Year. 

ARTICLE II - TERM AND CONDITION PRECEDENT 
1. This Agreement shall be effective for an initial three-year term commencing on the 

Effective Date and automatically extending in one-year increments after such initial term, unless 

earlier terminated under the terms of this Agreement or by 180 days’ prior written notice by 

either Party, such termination to be effective on the first March 1 occurring after the required 

notice. 

2. The effectiveness of this Agreement is conditioned on the Commission’s approval. 

3. On the Effective Date, the Renewed Storage Service Agreement between Peoples Gas 

and North Shore, dated August 21, 1987, shall terminate and be of no further force and effect, 

except as to amounts due and owing under that agreement. 

ARTICLE III - STORAGE SERVICE 
1. Peoples Gas shall store gas that North Shore delivers under this Agreement and deliver 

or cause to be delivered to North Shore gas that North Shore nominates for withdrawal under 

this Agreement. 

2. On or before April 1 each year, Peoples Gas shall provide North Shore the Annual Plan.  

From time to time Peoples Gas, in its sole discretion and for any reason, including force 
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majeure, may adjust the Annual Plan, and it shall promptly provide North Shore with the revised 

Annual Plan.  

3. North Shore may deliver gas to Peoples Gas for injection on any Gas Day during the 

Injection Period.  North Shore shall deliver gas at one or more of the interconnections of 

Peoples Gas’ facilities with the facilities of Midwestern, Natural, Northern Border and Trunkline.   

4. North Shore may request delivery of gas on any Gas Day during the Withdrawal Period.  

Peoples Gas shall effectuate such delivery of gas by its receipt of gas at a pipeline delivery 

point near Grayslake, Illinois, or such other point as the Parties agree.  Title to such gas shall 

pass from Peoples Gas to North Shore at the valve on the downstream side of the meter station 

that Delivering Pipeline uses at the delivery point.  At the same time, title to an equivalent 

quantity of North Shore’s gas at Manlove Field shall pass from North Shore to Peoples Gas. 

5. North Shore shall notify Peoples Gas’ Gas Control Department no later than the 

Nomination Deadline of its requests to inject or withdraw gas.   

6. If the Parties’ aggregate desired injection or withdrawal quantity exceeds the daily 

injection or withdrawal capabilities of Manlove Field, Peoples Gas shall allocate daily injections 

or withdrawals between Peoples Gas and North Shore on the basis of their respective Peak Day 

Demand, irrespective of the quantity that North Shore requested.  If the Parties’ aggregate 

desired injection or withdrawal quantity is less than the daily injection or withdrawal capabilities 

of Manlove Field, Peoples Gas shall allocate daily injections or withdrawals such that North 

Shore receives its requested quantity, consistent with otherwise applicable limits set forth in this 

Agreement. 

ARTICLE IV - QUANTITY 
1. The Maximum Storage Quantity shall be the product of twenty-five and North Shore’s 

Peak Day Demand.  Each Storage Year, North Shore shall cycle at least 95% and no more than 

105% of the Maximum Storage Quantity.  Any gas that North Shore cycles in excess of 100% of 

the Maximum Storage Quantity and that is not Top Gas that Peoples Gas authorized North 

Shore to deliver under this Agreement, shall be deemed Cushion Gas and North Shore shall 

replenish such Cushion Gas pursuant to Articles VI and VII of this Agreement. 
2. North Shore’s Peak Day Demand shall be 62,637 Dth.  North Shore may reduce its Peak 

Day Demand on 180 days’ prior written notice to Peoples Gas, with such reduced Peak Day 

Demand to be effective the first March 1 following such notice.  Such notice shall be an 

amendment that Peoples Gas files with, but that shall not require the approval of, the 

Commission, beyond the Commission’s approval of this Agreement.  
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3. Peoples Gas’ Peak Day Demand shall be 737,363 Dth.  Peoples Gas may increase or 

reduce its Peak Day Demand at any time, provided such change does not adversely affect 

service to North Shore.  Peoples Gas shall provide written notice to North Shore no later than 

30 days after any change.  Such notice shall be an amendment that Peoples Gas files with, but 

that shall not require the approval of, the Commission, beyond the Commission’s approval of 

this Agreement. 
4. Daily Injection Quantity 

a. North Shore’s Daily Injection Quantity shall equal its Pro Rata Share of the 

planned injections in the Annual Plan. 
b. On any day, no later than the Nomination Deadline, North Shore may request to 

inject a quantity in excess of the Daily Injection Quantity, such quantity to be Authorized 

Overrun, or less than the Daily Injection Quantity, such quantity to be Authorized 

Underrun.  Peoples Gas may accept or deny such request, in its reasonable discretion.  

If Peoples Gas does not respond within thirty (30) minutes of North Shore’s request 

under this Article IV.4(b), such request shall be deemed denied.  Parties may make such 

requests and responses orally or in writing, including by electronic mail.  Peoples Gas 

acknowledges that, at the beginning and end of the Injection Period, operational 

considerations may make it beneficial to grant requests for Authorized Overrun and 

Authorized Underrun, respectively; in these circumstances, Peoples Gas shall waive the 

applicable charges for Authorized Overrun and Authorized Underrun.    
c. In no event may North Shore deliver for injection a quantity of gas that would 

cause its Storage Account Balance to exceed the Maximum Storage Quantity, without 

Peoples Gas’ prior written consent. 
5. Daily Withdrawal Quantity 

a. If, on the last Gas Day of the Injection Period, the Storage Account Balance is at 

least 95% of the Maximum Storage Quantity, then, for the subsequent Withdrawal 

Period, the Daily Withdrawal Quantity shall equal North Shore’s Pro Rata Share of the 

planned withdrawals in the Annual Plan. 
b. If, on the last Gas Day of the Injection Period, the Storage Account Balance is 

less than 95% of the  Maximum Storage Quantity (the “Inventory Percentage”), then, for 

the subsequent Withdrawal Period, the Daily Withdrawal Quantity shall equal the product 

of North Shore’s Pro Rata Share of the planned withdrawals in the Annual Plan and the 

Inventory Percentage. 
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c. On any day, no later than the Nomination Deadline, North Shore may request to 

withdraw a quantity in excess of the Daily Withdrawal Quantity, such quantity to be 

Authorized Overrun, or less than the Daily Withdrawal Quantity, such quantity to be 

Authorized Underrun.  Peoples Gas may accept or deny such request, in its reasonable 

discretion.  If Peoples Gas does not respond within thirty (30) minutes of North Shore’s 

request under this Article IV.5(c), such request shall be deemed denied.  Parties may 

make such requests and responses orally or in writing, including by electronic mail.  

Peoples Gas acknowledges that at the beginning and end of the Withdrawal Period, 

operational considerations may make it beneficial to grant requests for Authorized 

Overrun and Authorized Underrun, respectively; in these circumstances, Peoples Gas 

shall waive the applicable charges for Authorized Overrun and Authorized Underrun. 
d. In no event may North Shore withdraw a quantity that exceeds its Storage 

Account Balance, except as provided in Article IV.1. 
ARTICLE V - PRICE AND PAYMENT TERMS AND CONDITIONS 

1. North Shore shall pay monthly to Peoples Gas its Pro Rata Share of the monthly cost of 

service and any other amounts determined under this Agreement. 

2. The monthly cost of service shall be: 

a. Peoples Gas’ total underground storage operation and maintenance expenses 

currently reflected in accounts 814 to 839 applicable to Manlove Field, including loadings 

for employee benefits and service departments’ expenses on labor included in these 

accounts; 

b. Peoples Gas’ total transmission-related operation and maintenance expenses 

currently reflected in accounts 850 to 867 applicable to the pipeline systems associated 

with Manlove Field, including loadings for employee benefits and service departments’ 

expenses on labor included in these accounts; 

c. the provision for depreciation at a rate to provide for the amortization of the 

undepreciated cost of Peoples Gas’ property included in account 101 and charges to 

account 108, related to Capital Transmission Accounts, currently reflected in its 

accounts 350.1 to 363.5 applicable to Manlove Field; 

d. the provision for depreciation at a rate to provide for the amortization of the 

undepreciated cost of Peoples Gas’ property included in account 101 and charges to 

account 108, related to Capital Transmission Accounts, currently reflected in accounts 

365.1 to 371 applicable to the pipeline systems associated with Manlove Field; 
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e. the accrual of income taxes and other taxes associated with gas storage service, 

adjustments of accruals for tax expenses previously billed and any such taxes paid but 

not previously billed or accrued; and 

f. one-twelfth of annual return on investment based upon depreciated original cost 

at a rate equivalent to that allowed by the Commission in Peoples Gas’ most recent rate 

case, such cost calculated as the sum of:  (i) the original cost of Manlove Field and 

nonrecoverable cushion gas and associated pipeline systems that Peoples Gas uses or 

holds for the purpose of storing and transporting gas for its customers as recorded in 

account 101, less the amount of the applicable depreciation reserve as set forth in 

account 108, and the original cost of recoverable cushion gas as recorded in account 

117, as determined at December 1 of each year, and (ii) working capital, less 

accumulated deferred income taxes.  Said working capital shall be equal to the sum of 

the materials and supplies held by Peoples Gas applicable to Manlove Field and 

associated pipeline systems at December 1 of each year and an amount equal to one-

eighth of Peoples Gas’ operation and maintenance expenses applicable to Manlove 

Field and the associated pipeline system for the preceding twelve months. 

3. The charge per Dth of Authorized Overrun shall be a rate equal to the maximum 

Authorized Overrun Charges for Injection/Withdrawal set forth in Natural’s FERC Gas Tariff for 

Rate Schedule DSS or any successor to that rate schedule for the month in which the 

Authorized Overrun occurs. 

4. The charge per Dth of Authorized Underrun shall be a rate equal to the maximum 

Authorized Overrun Charges for Injection/Withdrawal set forth in Natural’s FERC Gas Tariff for 

Rate Schedule DSS or any successor to that rate schedule for the month in which the 

Authorized Underrun occurs. 

5. If North Shore fails to cycle gas as required by Article IV.1, Peoples Gas shall assess a 

cycling charge.  The cycling charge shall be a rate equal to the maximum Unauthorized 

Inventory Cycling Charge set forth in Natural’s FERC Gas Tariff for Rate Schedule DSS or any 

successor to that rate schedule. 

6. Peoples Gas will render a bill to North Shore on or before the last day of each month for 

service during the preceding calendar month.  North Shore’s payment shall be due on the 10th 

day of the following month.  If presentation of a bill is delayed until after the last day of the 

month, then the time for payment shall be extended accordingly. 
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ARTICLE VI - CUSHION GAS REQUIREMENTS 
1. From time to time, Peoples Gas shall engage a reservoir engineer to determine the 

amount of Cushion Gas. 

2. Each Party shall deliver for injection into Manlove Field its Pro Rata Share of Cushion 

Gas required to support its Peak Day Demand.   

a. If additional Cushion Gas is required to support an increase in Peak Day 

Demand or an operational change in Cushion Gas requirements, the affected Party shall 

deliver for injection such additional Cushion Gas prior to the Storage Year in which the 

increased Peak Day Demand becomes effective. 

b. If less Cushion Gas is required to support a decrease in Peak Day Demand or an 

operational change in Cushion Gas requirements, the affected Party shall deliver a lower 

quantity for injection to support its Cushion Gas obligation or shall receive a quantity of 

gas, by transfer at net book value, equal to the reduced requirement. 

3. If either Party fails to deliver for injection its Pro Rata Share of Cushion Gas, that Party's 

Peak Day Demand for the succeeding Storage Year shall be the quantity of Peak Day Demand 

that can be supported by the amount of Cushion Gas that such Party has in storage at the end 

of the preceding Storage Year unless the other Party waives this requirement.  If the other Party 

waives this requirement, during any month in which a Party’s Cushion Gas is insufficient to 

support its Peak Day Demand, that Party shall pay the other Party for the operation and 

maintenance expenses, depreciation, taxes and return associated with the portion of the 

Cushion Gas that the other Party supplies for that Party’s benefit. 

ARTICLE VII - ORDER OF DELIVERIES 
1. Each quarter, gas that Peoples Gas and North Shore deliver for injection into Manlove 

Field during a Storage Year shall be accounted for as follows: 

a. replacement of Top Gas withdrawn in excess of the MSQ during the Storage 

Year; 

b. additional Cushion Gas, if necessary, to support the delivering Party’s Peak Day 

Demand; and 

c. Top Gas in proportion to that necessary to satisfy the delivering Party’s Peak Day 

Demand. 

ARTICLE VIII - MEASUREMENT, QUALITY, AND DELIVERY 

1. Delivering Pipeline shall perform the measurement of gas (volume and heating value) 

delivered under this Agreement. 
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2. All gas tendered by a Party under this Agreement shall conform to the quality 

specifications in Delivering Pipeline’s FERC Gas Tariff. 

3. In addition to any other remedies available to a Party, if the gas tendered for delivery to it 

shall at any time fail to meet the quality specifications set forth in Delivering Pipeline’s FERC 

Gas Tariff, such Party, or Delivering Pipeline on such Party’s behalf, may refuse to accept such 

gas.  Neither Party shall have any obligation to test tendered deliveries to determine if they meet 

Delivering Pipeline’s quality specifications. 

4. Neither Party shall have any obligation to deliver gas to the other in an amount 

exceeding the quantity that Delivering Pipeline is able to deliver at the place and time specified 

by such Party. 

5. Each Party shall deliver or cause to be delivered gas under this Agreement at a pressure 

sufficient to allow the gas to enter Delivering Pipeline’s system at the varying pressures that 

may exist from time to time on Delivering Pipeline’s system. 

6. If an imbalance occurs between scheduled and actual deliveries of gas or between 

actual receipts and actual deliveries of gas, each Party recognizes that the other Party may be 

subject to certain charges or penalties under Delivering Pipeline’s FERC Gas Tariff.  Each Party 

delivering or causing gas to be delivered shall assume all liability for such imbalances and 

reimburse the other Party for any imbalance charge or penalty, including scheduling, cashout or 

overrun charges or penalties, incurred as a result of a Party’s failure to deliver or receive 

scheduled quantities of gas. 

7. Each Party shall be responsible for making all arrangements with any Delivering Pipeline 

necessary for the transportation of the gas bought or sold under this Agreement and for paying 

for such transportation. 

ARTICLE IX - ALLOCATION OF GAS UPON TERMINATION OF AGREEMENT 
1. If either Party terminates this Agreement, Peoples Gas, in its sole discretion, shall (a) 

return all Cushion Gas and Top Gas in Manlove Field owned by North Shore on the effective 

date of such termination on a schedule agreed to by the Parties, (b) pay North Shore the net 

book value of such Cushion Gas and Top Gas, or (c) some combination of returning and paying 

for such Cushion Gas and Top Gas.  

ARTICLE X - FORCE MAJEURE 
1. If either Party is unable, by reason of an event of force majeure, to perform, in whole or 

in part, any obligation or commitment under this Agreement, then upon such Party giving notice 

and full particulars of such event as soon as practicable after the event’s occurrence, the 

obligations of both Parties, except for unpaid financial obligations arising prior to such event of 
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force majeure, shall be suspended to the extent and for the period of such force majeure 

condition. 
2. The term “force majeure” shall mean an unanticipated event that is not within the 

reasonable control of the Party claiming suspension, and that by the exercise of due diligence 

such Party is unable to overcome or obtain or cause to be obtained a commercially reasonable 

substitute performance.  The term “force majeure” shall include an event of force majeure 

occurring with respect to a Delivering Pipeline’s facilities or services. 
3. Neither Party shall be entitled to the benefit of the provisions of this Article X to the 

extent that the failure to perform was caused by the Party claiming suspension having failed to 

remedy the condition by taking all reasonable acts, short of litigation if such remedy requires 

litigation, or having failed to resume performance of such commitments or obligations with all 

reasonable dispatch.  Settlement of strikes and lockouts shall be entirely within the affected 

Party’s discretion, and the requirement that any event of force majeure be remedied with all 

reasonable dispatch shall not require the settlement of strikes and lockouts by acceding to the 

demands of those directly or indirectly involved in such strikes or lockouts. 
ARTICLE XI - GOVERNMENT REGULATION 

1. Notwithstanding any other provision in this Agreement, if any regulatory body, 

governmental entity or agency having jurisdiction prohibits any transaction entered into pursuant 

to this Agreement or otherwise conditions such transaction in a form that is unacceptable in the 

affected Party’s sole judgment, then the affected Party may terminate this Agreement by prior 

written notice stating the date of such termination. 

2. This Agreement and all provisions in this Agreement shall be subject to all applicable 

and valid statutes, rules, orders and regulations of any regulatory body, governmental entity or 

agency having jurisdiction.  Neither Party shall be held in default for failure to perform under this 

Agreement if such failure is due to compliance with such statutes, rules, orders and regulations 

of any regulatory body, governmental entity or agency having jurisdiction. 

3. Subject to the rights in Article XI.1, should either Party by statute, rule, order or 

regulation be ordered or required to do any act inconsistent with the provisions of this 

Agreement, this Agreement shall be deemed modified to conform with such statute, rule, order 

or regulation.  Nothing in this Agreement shall prevent either Party from contesting the validity of 

any such statute, rule, order or regulation, nor shall anything in this Agreement be construed to 

require either Party to waive its right to assert the lack of jurisdiction of any regulatory body, 

governmental entity, or agency over this Agreement or any Party to this Agreement. 
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4. Each Party understands that should any regulatory body, governmental entity or agency 

having jurisdiction require its approval for any transaction under this Agreement, then the 

affected Party shall make any necessary applications or filings.  Neither Party shall be 

responsible for any filing fees or costs incurred by the other, its agent or any third Party 

respecting this Agreement.  In the event that such authority is not granted, then the Parties 

understand that their obligations under this Agreement shall have no force or effect and there 

will be no liability on either Party’s part. 

ARTICLE XII - MISCELLANEOUS 
1. The provisions of this Agreement shall extend to the Parties and to their successors and 

assigns, but neither Party shall assign any of its rights or obligations under this Agreement 

without the written consent of the other Party. 

2. Either Party’s waiver of any one or more defaults by the other in the performance of any 

provisions of this Agreement shall not operate as a waiver of any future default or defaults, 

whether of a like or different character. 

3. This Agreement contains the entire agreement between the Parties, and except as 

stated in this Agreement, there are no promises, agreements, warranties, obligations, 

assurances, or conditions precedent or otherwise affecting it. 

4. Any change, modification, or alteration of this Agreement shall be in writing, signed by 

the Parties to this Agreement, and no course of dealing or course of performance between the 

Parties shall be construed to alter the terms. 

5. The captions in this Agreement are for convenience of reference only and shall not affect 

the construction or interpretation of this Agreement. 

6. North Shore and Peoples Gas agree that there is no third party beneficiary of this 

Agreement and that the provisions of this Agreement do not impart enforceable rights to anyone 

who is not a Party. 
7. NORTH SHORE AND PEOPLES GAS AGREE THAT NEITHER PARTY SHALL BE LIABLE TO THE 

OTHER FOR PUNITIVE, CONSEQUENTIAL, SPECIAL, EXEMPLARY OR INCIDENTAL DAMAGES UNDER THIS 

AGREEMENT. 

8. This Agreement shall be construed and enforced in accordance with the laws of the 

State of Illinois without regard to principles of conflicts of law.  The Parties agree that the forum 

of any litigation shall be before the Commission or in a state or federal court located within the 

State of Illinois. 
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IN WITNESS WHEREOF, the Parties have each caused this Agreement to be executed 

by a duly authorized representative. 
 

The Peoples Gas Light and Coke Company 
 

North Shore Gas Company 
 
 

By:  __________________________ By:  ___________________________ 
 
Name:  _______________________ 

 
Name:  ________________________ 

Title:  _________________________ Title:  _________________________ 
Date: Date: 
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ATTACHMENT D 
 

Direct Testimony and Exhibit of Richard E. Dobson 
 

Direct Testimony and Exhibits of Denean V. Smith 
 
 
 
 
 

 






