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Q. Please state your name and business address. 1 

A. My name is Eric Lounsberry, and my business address is 527 East Capitol 2 

Avenue, Springfield, Illinois 62701. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Illinois Commerce Commission (“Commission”) as a 5 

Supervisor of the Gas Section of the Energy Engineering Program of the Safety 6 

and Reliability Division. 7 

Q. Please state your educational background and work experience. 8 

A. I received a Bachelor of Science degree in Civil Engineering from the University 9 

of Illinois and a Master of Business Administration degree from Sangamon State 10 

University (now known as University of Illinois at Springfield). 11 

Q. What are your primary responsibilities and duties as the Supervisor of the 12 

Gas Section of the Safety and Reliability Division's Energy Engineering 13 

Program? 14 

A. I assign my employees or myself to cases, provide training, and review work 15 

products over the various areas of responsibility covered by the Gas Section.  In 16 

particular, the responsibilities and duties of Gas Section employees include 17 

performing studies and analyses dealing with day-to-day and long term, 18 

operations and planning for the gas utilities serving Illinois.  For example, Gas 19 

Section employees review purchased gas adjustment clause reconciliations, rate 20 
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base additions, levels of natural gas used for working capital, and utility 21 

applications for Certificates of Public Convenience and Necessity.  They also 22 

perform audits of utility gas meter shops. 23 

Q. What is the purpose of this proceeding? 24 

A.  On June 12, 2013, Consumers Gas Company (“Consumers” or “Company”) filed 25 

a Petition pursuant to Section 7-101 of the Public Utilities Act (“Act”) requesting 26 

Commission authority to enter a Gas Storage Contract (“Contract”) with its 27 

affiliate Egyptian Gas Storage Corporation (“Egyptian”). 28 

Q. What is your assignment in this proceeding? 29 

A.  My assignment is to determine if the proposed Contract meets the Commission 30 

requirements under Section 7-101 of Act. 31 

Q. What does Section 7-101of the Act require that Consumers’ demonstrate? 32 

A. While I am not an attorney, my understanding is that Section 7-101 of the Act 33 

indicates in relevant part: 34 

 No management, construction, engineering, supply, financial or 35 
similar contract and no contract or arrangement for the purchase, 36 
sale, lease or exchange of any property or for the furnishing of any 37 
service, property or thing, hereafter made with any affiliated 38 
interest, as hereinbefore defined, shall be effective unless it has 39 
first been filed with and consented to by the Commission or is 40 
exempted in accordance with the provisions of this Section or of 41 
Section 16-111 of this Act.  The Commission may condition such 42 
approval in such manner as it may deem necessary to safeguard 43 
the public interest.  If it be found by the Commission, after 44 
investigation and a hearing, that any such contract or arrangement 45 
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is not in the public interest, the Commission may disapprove such 46 
contract or arrangement. 47 

 220 ILCS 5/7-101(3). In short, Consumers must demonstrate that the proposed 48 

Contract is in the public interest.  In this case, I view the “public interest” as a 49 

showing that the benefit(s) from entering into the proposed Contract outweigh the 50 

cost(s) of the Contract. 51 

Q. Have you made a determination as to whether the Contract meets the 52 

requirements of Section 7-101 of the Act? 53 

A. Yes, I have found no reason to disagree with the Company’s assertion that the 54 

proposed Contract, as I propose to amend it, is in the public interest of its 55 

ratepayers.  Importantly, my conclusion is predicated on the assumption that 56 

Consumers agrees to my two recommendations to alter the language of the 57 

Contract. 58 

Q. What is your understanding of the purpose of the Contract? 59 

A. The Contract allows Consumers to lease a portion of the Mills storage field from 60 

its affiliate, Egyptian, and sets the transportation costs associated with delivery of 61 

gas to the 93 farm tap customers as well as the village of New Haven, all of 62 

which are located off the pipeline that runs to the Mills storage field. 63 

Q. What are farm tap customers? 64 

A. In general, a farm tap customer refers to a rural customer that receives service 65 

from a utility via a piping system that the utility dedicates solely to that customer. 66 



Docket No. 13-0398 
ICC Staff Exhibit 1.0 

4 
 

Q. Where is the Mills storage field located? 67 

A. The Mills storage field is located about 16 miles south of Carmi, near the village 68 

of Cottonwood.  The storage field is located near Consumers’ service territory. 69 

Q. What information did you review to determine whether the Contract was in 70 

the public interest of Consumers’ ratepayers? 71 

A. I reviewed the information Consumers provided in its petition, the Direct 72 

Testimony of J. Glenn Robinson, and the information contained in Consumers’ 73 

responses to Staff data requests ENG 1.01 through 1.05. 74 

Q. Do you have any attachments to your testimony? 75 

A. Yes.  I have the following attachments to my testimony. 76 

  Attachment A – Consumers Response to ENG 1.01 through 1.05 77 

  Attachment B – Consumers Updated Response to ENG 1.03 78 

  Attachment C – Consumers Exhibit 1 79 

  Attachment D – Consumers Exhibit 3 80 

Changes to Contract 81 

Q. Have Consumers and Egyptian (collectively the (“Parties”)) requested any 82 

changes to the charges contained in the proposed Contract versus the 83 

currently in force Contract? 84 

A. Yes, the Parties requested increasing the charge for injections and withdrawals 85 

from the field to $.10/Dth from the current $.05/Dth. 86 

Q. Why are the Parties requesting this increase? 87 
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A. The Application indicates that in 2010, due to a regulation change, the U.S. 88 

Department of Transportation reclassified the 16 miles of the pipeline that 89 

Egyptian operates in conjunction with its storage operation as a transmission 90 

line.  (Application, p. 2.)  The Petition then indicated reclassification increased the 91 

cost Egyptian incurs to operate this line.  (Id.)  Further, in response to Staff data 92 

request ENG 1.03 Revised, Egyptian showed its cost to operate the pipeline and 93 

storage field, which included several costs that are directly the result of the 94 

reclassification.  These new annual costs easily exceed $10,000 and do not 95 

include certain one time costs that Egyptian has recently incurred, such as a one-96 

time mapping cost of $1,500 or the $7,500 cost for a new rectifier.  (Updated 97 

ENG 1.03, Exhibit 3.) 98 

Q. What is the effect on Consumers’ ratepayers to increase the injection and 99 

withdrawal charge from $.05/Dth to $.10/Dth? 100 

A. The exact amount is dependent on the amount of gas injected and withdrawn 101 

from storage in any given year, but using an average of the amount of gas 102 

withdrawn from storage for the past six years of about 112,500 Dth (674,742/6 = 103 

112,457), the $.05/Dth increase amounts to $5,625 annually.  (ENG 1.01, Exhibit 104 

1.)  Assuming the injection charge produces the same amount of additional 105 

revenue, $5,625, the total cost from the increase charge for injections and 106 

withdrawals would equal about $11,250. 107 

Q. Are you in agreement with the Parties’ proposal to increase the injection 108 

and withdrawal charges to $.10/Dth? 109 
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A. Yes, I view the increase in injection and withdrawal fees as justified because the 110 

recent classification change to the pipeline has increased Egyptian’s costs and 111 

the additional revenues generated by the increased fee will offset those annual 112 

costs as well as other operational costs that Egyptian incurs. 113 

Contract Benefit  114 

Q. Is the existing contract beneficial to Consumers’ ratepayers? 115 

A. Yes. 116 

Q. How did you reach that determination? 117 

A. I reviewed the information from Consumers’ responses to Staff data request ENG 118 

1.01 through 1.05.  These responses indicated that Consumers’ ratepayers had 119 

received a benefit from having a storage contract in place over the past six winter 120 

seasons if one removes the effect of the winter season 2008-2009 from 121 

consideration. 122 

I removed the effect of the winter season 2008-2009 from my review because of 123 

the unique circumstances surrounding it.  Namely, that the 2008 gas prices did 124 

not follow the normal natural gas pricing pattern.  In particular, the U.S. Energy 125 

Information Administration’s Natural Gas Year-in-Review 2008 report 126 

(http://www.eia.gov/pub/oil_gas/natural_gas/feature_articles/2009/ngyir2008/ngyi127 

r2008.html) indicated that: 128 

Following the general pattern of oil, natural gas prices spiked in the 129 
summer and fell in the winter in 2008.  This pattern is in contrast to 130 
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normal seasonal patterns of natural gas prices rising in the winter 131 
and falling in the summer.  Most natural gas prices spiked in the 132 
summer of 2008 after about a year-long upward climb (Figure 1).  133 
Wellhead prices averaged $5.87 per thousand cubic feet (Mcf) in 134 
December 2008, a 46 percent drop from their June 2008 level of 135 
10.8 per Mcf.  In 2008, seasonal weather was not as strong an 136 
influence in driving natural gas prices as it has been in the past. 137 

I would also note that while these responses indicate that Consumers’ ratepayers 138 

did not receive a benefit every year that the storage contract was in place, the 139 

overall effect of having storage was positive.  Further, Consumers has had a 140 

storage contract in place with Egyptian since the late 1990s, which the 141 

Commission approved only after Consumers demonstrated the benefits of 142 

storage.   143 

Therefore, I conclude that the Consumers having a Contract is a benefit to its 144 

ratepayers. 145 

Staff Proposed Contract Changes 146 

Q. Do you have any concerns with the proposed Contract? 147 

A. Yes, I have two concerns.  First, the Contract does not provide any discussion of 148 

what rights Consumers has regarding the purchase of in-place storage inventory 149 

from Egyptian or any other party that owns storage gas in the Mills storage field.  150 

I provide suggested language for this provision below. 151 

 Second, the current proposed expiration date of the contract is August 30, 2016.  152 

However, August 30 is in the middle of the period during which the utility would 153 

seek to fill the storage field with its summer injection.  For reasons I discuss 154 

below, a much better expiration date for a storage contract is the end of the 155 
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storage withdrawal season.  I also recommend that Consumers return to the five 156 

year term for these Contracts.  As a result, I recommend a termination date of 157 

May 1, 2019 for the proposed Contract. 158 

In-Place Inventory 159 

Q. What is in-place storage inventory? 160 

A. When an entity wishes to sell or purchase gas that is located within a storage 161 

facility to another entity that also has storage rights to this same facility, the gas 162 

purchased or sold is referred to as in-place storage inventory. 163 

Q. Does the proposed Contract address whether Consumers may purchase in-164 

place storage inventory at the Mills storage field? 165 

A. No, the proposed Contract does not discuss the possibility of in-place storage 166 

inventory transfers or what rights Consumers would have for these transactions. 167 

Q. Have Consumers and Egyptian entered into in-place storage inventory 168 

transfers in the past? 169 

A. Yes, there was an in-place storage inventory transfer between Consumers and 170 

Egyptian at issue in Docket No. 05-0741.  Staff was concerned in that proceeding 171 

about the transaction because Consumers was unable to negotiate with another 172 

entity that had in-place storage inventory to sell and instead was only able to 173 

purchase in-place inventory from Egyptian, its affiliate. 174 
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Q. Do you have any experience with other utilities making use of transactions 175 

via the purchase or sale of in-place storage inventory? 176 

A. Yes, through my work with purchased gas adjustment clause reconciliation 177 

proceedings, I have seen multiple occasions where one utility has either sold or 178 

purchased in-place storage inventory from another entity.  Transactions involving 179 

in-place storage inventory are not uncommon with other leased storage services. 180 

Q. Did the prior Contract that the Commission approved in Docket No. 08-0139 181 

contain language allowing in-place storage inventory transactions? 182 

A. Yes. 183 

Q. What is your recommendation regarding the proposed Contract on the 184 

issue of in-place storage inventory transactions? 185 

A. I recommend that Consumers add the following language to its proposed 186 

Contract.  I would also note that this is the same language in the current contract. 187 

   ITEM 11 – In-place gas transfers 188 

 Consumers has the right to negotiate the purchase and transfer of 189 
any non-affiliated entity’s in-place gas that is also stored within the 190 
Mills Storage Field located in Gallatin County, Illinois.  Such 191 
transfers shall not incur any injection or withdrawal charges at the 192 
time of the transfer. 193 

Contract Term 194 

Q. What is the current term of the proposed Contract? 195 
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A. The Parties have proposed a termination date of August 30, 2016 for the 196 

proposed Contract. 197 

Q. What concerns do you have with this date? 198 

A. The termination date for the proposed Contract takes place in the middle of the 199 

injection season for the storage field.  Most storage field, including the Mills  200 

storage field, have gas injections occur during non-winter months, usually  May 201 

through October, and have the field available for withdrawal during the winter 202 

season, November through March or April. 203 

 A more realistic termination date would coincide with the end of the withdrawal 204 

season.  Otherwise, Consumers could face the situation of wanting to start 205 

injecting gas in the Mills storage field in August 2016, but be at risk that the 206 

Commission may decide to not agree with the continuation of the Contract.  207 

Alternatively, if Consumers were to delay it decision to inject gas into the field 208 

until after the Commission takes action on whether to allow the Contract to 209 

continue, it may not have sufficient time to inject the volume of gas it needs to 210 

serve customer in the upcoming winter season. 211 

 Therefore, I would recommend that the Proposed Contract have a termination 212 

date of May 1. 213 

Q. Do you have an opinion on the year for the contract termination? 214 

A. Yes, the Contacts prior to the one the Commission approved in 08-0139 all had 215 

five year terms.  I would recommend that the Parties return to the use of the five 216 
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year term on the Contracts.  As a result, I recommend the proposed Contract 217 

have a termination date of May 1, 2019. 218 

Q. What is your recommendation for the Contract at question in this 219 

proceeding regarding its termination date? 220 

A. I recommend that the Parties amend “ITEM 3 -- TERM” of the proposed Contract 221 

to read “This Agreement shall terminate on May 1, 2019.” 222 

Q. Does this conclude your direct testimony? 223 

A. Yes, it does. 224 
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CONSUMERS GAS COMPANY 

P.O. BOX 5269 Evansville, IN. 47716 

 

Response to Staff Data Requests ENG 1.01 – 1.05 

Prepared By: Chuck Robinson – Vice President 

 

 

 

ENG 1.03 Referring to the Company’s Petition, page 2, provide the cost that Egyptian incurred from 

 the pipeline safety user fee and from the completion of an annual PHMSA National 

Pipeline Mapping System submission.  Also, explain when Egyptian first incurred these 

costs and if these costs are one-time costs or annual costs. 

 

Egyptian’s Lateral Line in approximately 2010 was reclassified as a transmission line, from 

its previous classification as a distribution line.  In 2012 Egyptian began being charged an 

annual pipeline safety user fee of $3,699.52 in 2012 and $3,551.20 in 2013.  The charge is 

a per mile charge from Egyptian Storage Field all the way to Consumer’s Carmi Border 

Station.  There are approximately 16 miles of pipeline subject to this annual recurring 

charge.  In 2013, as a result of this reclassification, Egyptian was required to make a NPMS 

submission so that the pipeline could be mapped accurately and all contact information, 

physical attributes of the pipeline and various other data be collected.  This submission 

took our Engineer some 10 hours of preparation resulting in an estimated $1,500.00 cost 

to Egyptian.  Furthermore, as a transmission line, this line will be subject to annual 

PHMSA inspections which typically take two 8 hour days for an engineer to complete.  In 

total, these items will result in an additional cost of approximately $7,500 annually to 

Egyptian Gas Storage outside of the day to day operations of the system.  Please see the 

attached spreadsheet listed as “Exhibit 3” for further operational costs we have calculated 

to justify the increase of the injection/withdrawal charge to Consumers.  We certainly do 

not wish for Consumers to cover the entirety of the costs however, these charges are 

indicative of the overall operational costs of the Egyptian Gas Storage Facility as well as the 

associated pipelines, which Consumers and the rate payers so greatly benefit from.  The 

charges do not include many other associated costs, such as the cost of parts and repairs, 

the operation gas for compressors and dehydration equipment, Glycol for the dehydrators, 

and various other unforeseen costs which arise in any given year.  Egyptian Gas Storage 

operated by Robinson Engineering does it’s very best to provide Consumers with a reliable 

supply of storage gas at the most economic rate possible.  However, in recent years the 

associated operation costs have gone up due in part to a more regulated atmosphere in the 

natural gas business.  We respectfully ask that the Commission approve this moderate 

increase back to the 0.10/DTH injection and withdrawal fee which was in place in all prior 

Gas Storage Contracts so as to help shoulder the increased expenses associated with 

operating and maintaining Consumers storage Gas Supply. 

 

 

 

Docket No. 13-0398 

ICC Staff Exhibit 1.0 

Attachment B



Docket No. 13-0398 

ICC Staff Exhibit 1.0 

Attachment C 

Page 1 of 2



Docket No. 13-0398 

ICC Staff Exhibit 1.0 

Attachment C 

Page 2 of 2



Docket No. 13-0398 

ICC Staff Exhibit 1.0 

Attachment D




