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CNE witness Rozumialski suggests that nominations be expanded to include all 

four North American Energy Standards Board (“NAESB”) intraday nominations 

(CNE Ex. 2.0, p. 8). 

What rationale did she use to justify this recommendation? 

Ms. Rozumialski stated that the LDC uses intraday nomination on the interstate 

pipelines but that since transportation customers were prevented from using the 

same flexibility, that Nicor Gas must be using those opportunities for sales 

customers. She reasoned that there exists a difference in the way that sales and 

transportation customers utilize these resources. 

How did Nicor Gas respond to CNE’s recommendation? 

Mr. Bartlett states that Nicor Gas does not agree to CNEs recommendation 

because it was rejected in the last case and it creates additional and unacceptable 

operational uncertainty. (Co. Ex. 19.0, pp. 31-32) 

What do you recommend with regard to  intra-day nominations? 

I recommend that the Commission order Nicor Gas to implement a pilot program to 

provide the evening nomination (6 PM) on a firm basis and the Intraday 1 

nomination (1 0 AM) on a best-efforts basis to allow us to study the effects and 

feasibility of this service. In its surrebuttal, Nicor Gas should provide a cost 

estimate of providing this increased service 
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What is the basis for your recommendation? 

My recommendation would provide a measured step toward balancing the flexibility 

clearly enjoyed by Nicor Gas while not over-burdening Nicor Gas with an 

unworkable solution. The use of a pilot program enables a more thorough analysis 

to be conducted in a subsequent rate proceeding. 

Tradina of stored gas 

What did Vanguard Energy Services (“VES”) witness Mr. Anderson 

propose with regard to  “Imbalance Traded Gas”? 

Mr. Anderson proposed that Nicor Gas provide an expansion of its imbalance 

trades that allow its transportation customers to trade the inventory in their SBS. 

Specifically, Mr. Anderson proposed that these trades be offered as they are 

currently offered in Peoples Gas and North Shore Gas (VES Ex. 1 .O, pp. 3-5). 

How did Nicor Gas respond to VES’s recommendation? 

Mr. Mudra states Nicor Gas does not agree to Mr. Anderson’s recommendation 

(Co. Ex. 29.0, pp. 31-32). Nicor Gas does not provide any substantive response. 

What do you recommend with regard to trading of storage gas? 

I recommend that the Commission approve VES’ recommendation and order Nicor 

Gas to provide for trading of stored gas under the same circumstances that it 

approved in Peoples Gas and North Shore gas in dockets 07-0240107-0241 
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What is the basis for your recommendation? 

Nicor Gas’ objections are on the form of the proposal (that it should not be referred 

to as an “imbalance” trade and that revenues are to cover costs, not earn profits) 

but not that Nicor Gas cannot provide the service, that the provision of this service 

would degrade its ability to serve its other customers or it would harm other 

customers. Nicor Gas already provides this service only when a customer has a 

full bank on the excess gas and has a cost-based fee to cover those costs. 

Timina of MDCq 

What did VES propose with regard to the timing of the MDCQ calculation? 

Currently Nicor Gas calculates the MDCQ in April using the previous calendar 

year’s usage. VES objects as this excludes the most recent winter usage. VES 

argues that the MDCQ should be based on the most recent period of December 

through March. (VES Ex. 1 .O, p. 7) 

What rationale did it use to justify this recommendation? 

According to VES, Peoples Gas and North Shore Gas both calculate their MDCQ 

according to the most recent heating season using the. Both Peoples Gas and 

North Shore Gas use the “highest daily demand during the most recent December 

through February.” 

How did Nicor Gas respond to VES’s recommendation? 
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Mr. Mudra states this is not workable because two 0th tariff requirements make 

inclusion impossible. (Co. Ex. 29.0, pp. 30-31) However, Nicor Gas does not 

provide any insight into whether those other requirements could be modified by 

moving them later in the year to allow inclusion. 

What do you recommend with regard to the timing of the MDCQ calculation? 

Unless Nicor Gas provides a more thorough reason why it cannot calculate MDCQ 

later to allow inclusion of the more recent heating season, I recommend that the 

calculation be made late enough to include the most recent heating season and 

that any other tariff requirements that need to be shifted to make this possible be 

ordered. However, I do think that the entire year May through April should be used 

to account for those customers with seasonal usage pattern that may use very little 

gas during the winter. 

What is the basis for your recommendation? 

Since natural gas service is largely linked to the heating season, it makes more 

sense to use a complete heating season to calculate the MDCQ than to use a 

calendar year. 

Super-poolina on Critical Days 

What did CNE propose with regard to super-pooling on critical days? 

CNE witness Rozumialski suggests that super-pooling be extended to include 

critical day penalties as well as the injection targets. (CNE Ex. 2.0, p. 18) 

38 



833 

834 

835 

836 

837 

838 

839 

840 

841 

842 

843 

844 

845 

846 

847 

848 

a49 

850 

851 

852 

853 

854 

855 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Docket No. 08-0363 
ICC Staff Exhibit 24.0R2 

What rationale did she use to justify this recommendation? 

Ms. Rozumialski argued that the Commission has already approved these 

provisions in Docket No. 04-0779 and the same logic applies here as well. 

How did Nicor Gas respond to CNE's recommendation? 

Mr. Mudra argues this is unnecessary for four reasons: 1) the groups expanded in 

Docket No. 04-0779, 2) the order is limited to critical days, 3) the calculation is 

complex, and 4) there would have to be subsequent significant changes to Nicor 

Gas' billing and programming. In addition, Nicor Gas argued that only 15 CDs have 

occurred in the past 12 years. (Co. Ex. 29.0, pp. 33-35) 

What do you recommend with regard to super-pooling on critical days? 

I recommend that the Commission approve the provision. Also the Commission 

ought to allow super-pooling if Nicor Gas' proposed MDN reductions are approved, 

Le., the cycling target. 

What is the basis for your recommendation? 

Those groups were also allowed in the Order from 04-779 in conjunction with 

super-pooling, so one cannot conclude that the larger pools mean that the there is 

no need for this provision. Also, because no party proposed super-pooling CD 

charges in 04-0779, does not preclude them from doing so at this time. The logic of 

the super-pooling argument was accepted by the Commission and the Company 
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has put forth no rationale for a change. .The logic behind super pooling is to take 

advantage of the benefits of diversity amongst transportation customers where the 

positive actions of one customer cancels the negative actions of one customer. This 

would be most likely to be the case in the assessment of CD penalties. Lastly, just 

because the Company claims that it has only happened 15 times in 12 years and 

would require significant changes; this does not indicate actual benefits would be 

less than the cost. The cost of imbalances that occur on critical days is extremely 

high, so that the value of the trading would also be commensurately high. 

Additionally, the same basic method already exists for grouping customers for 

super-pools. 

Seasonal usage maximum 

What did VES propose with regard to seasonal usage maximum? 

VES recommends that the annual maximum on seasonal service be increased 

from 250,000 therms to 1.5 million therms. (VES Ex. 1 .O pp.5-7) 

What rationale did it use to justify this recommendation? 

VES argues that this change would allow for more customers to qualify for seasonal 

service. Currently, these customers with a seasonal load profile pay a distribution 

charge that does not reflect the reduced costs that Nicor Gas faces to service these 

customers. 

How did Nicor Gas respond to VES’s recommendation? 
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Mr. Mudra objects to an expansion to the seasonal maximum stating that there will 

likely be a small demand for it from larger customers and it will complicate the rate- 

making process. (Co. Ex. 29.0, pp-22-23) 

What do you recommend with regard to seasonal usage maximum? 

Unless Nicor Gas provides a more substantial reason why it cannot offer seasonal 

service to larger customers, I recommend that the seasonal usage annual 

maximum be increased from 250,000 therms to 1.5 million therms. 

Tariff Revisions Affecting Customer Select Customers 

What issues have interveners raised with regard to Nicor Gas’ small 

customer transportation service, Customer Select (“CS”)? 

Two interveners Customer Select Gas Suppliers, (“CSGS”) and the Coalition for 

Equal Access and Fair Utility Rates. Nicor Gas reached an understanding with 

CSGS and settled their issues to the extent that CSGS accepted Nicor Gas’s 

position. Therefore, I will provide a brief summary of the issues and the settlement 

on those issues no longer disputed. 

Customer Select Balancing Charqe (‘‘CSBC”) 

What did CSGS propose with regard to the CSBC? 

CSGS proposed that the Nicor Gas eliminate or decrease the CSBC. 

What rationale did it use to justify this recommendation? 
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CSGS states that it does not make equal usage of upstream assets and thus 

should not be charged for these services 

How did Nicor Gas respond to CSGS’s recommendation? 

Nicor Gas and CSGS reached an agreement on this and the details are contained 

in the Memorandum of Understanding (“MOU”) which is Co. Ex. 29.3. The charge 

will not change but increased access and days of balancing capacity will allow CS 

customers to more equally share in those assets. 

What do you recommend with regard to the CSBC? 

I recornmend that the MOU be approved by the Commission as it relates to this 

issue. I also recommend that this issue be looked at again with regard to the issue 

of whether the balancing assets should be equally allocated to sales and CS 

customers. 

What is the basis for your recommendation? 

In both its direct and rebuttal cases, Nicor Gas stated that CS customers use 

upstream assets equally and are appropriately charged an equal amount. I took 

issue with this statement as did CSGS in direct testimony. However, when Nicor 

Gas witness Mudra provided his rebuttal workpapers, I was able to determine that 

both he and Mr. Barilett had over-simplified the situation resulting in the false 

impression that they were talking about all upstream assets. 
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What do you conclude with regard to the Nicor Gas’ treatment of the 

upstream assets and the CSBC? 

It is clear from Mr. Mudra’s workpapers that the Company has two treatments for its 

upstream assets. One set gets allocated and recovered from sales customers 

through the PGA while a portion is credited back to CS customers through the 

Transportation Service Adjustment (“TSA). This set is those assets that do not 

provide for balancing services and market haul. The rest of these assets are 

allocated and recovered to CS customers through the CSBC 

Do you still object to the methods of calculating the CSBC? 

No. When Nicor Gas provided its work papers, which fully explained the methods 

that it used, my objection was eliminated. Though its testimony did not make it 

clear, the process that Nicor Gas uses to allocate and recover those costs appears 

reasonable. I think that Nicor Gas’ actual process reflects an understanding that 

CS customers are essentially different in the benefits they derive from Nicor Gas’ 

upstream assets and should be and are accorded a different allocation of those 

costs. 

Do CS customers or their marketers balance daily or only monthly? 

Nicor Gas maintains that CS customers balance their usage on a monthly basis 

only and not on a daily basis. I conclude differently based on my understanding of 

the delivery and balancing process used by CS marketers. If Nicor Gas had to 
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provide a monthly balancing service for CS customers, then they would not need 

daily delivery ranges, and six days of operational balancing capacity. 
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How do the daily delivery ranges approximate daily usage? 

These daily delivery ranges require a marketer to deliver 95% -105% of the 

estimated usage provided each day by the Company for each customer in their 

groups. According to Nicor Gas response to DR DAS 7.12, those estimates are not 

biased and average less than 5% variance from actual customer usage. Therefore, 

the vast majority of each customer's gas is delivered by their marketer on a daily 

basis. 

How does six days of operational balancing capacity affect the balancing of 

CS customers? 

The Company holds six days of operational balancing capacity of which at this time 

only three days can be cycled. Mr. Bartlett, in response to DRs DAS 7.1 1, states 

that Nicor Gas uses this capacity on an hourly basis to balance the difference 

between estimated and actual usage and between usage and deliveries. Both of 

the Company witnesses state that this capacity is used on an hourly, daily and 

monthly basis. So the flexibility to make up the difference in hourly, daily and 

monthly usage is at least partially made up from operational balancing capacity that 

is required by Nicor Gas of the customer. 

What do you conclude about balancing of CS customers? 
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For these reasons, I believe that it is accurate to characterize the balancing of CS 

customers as daily. However, because Nicor Gas and CSGS came to an 

understanding, further discussion of this issue ai this time is not necessary. 

Carrying cost of capital for working gas 

What did CSGS propose with regard to the carrying cost of capital for 

working gas? 

CSGS proposed that the credit for the carrying costs associated with working gas 

be updated. It also proposed that the credit be applied volumetrically to all CS 

customers. (CSGS Ex. 1 .O Corrected, p. 12) 

What rationale did it use to justify this recommendation? 

CSGS argued that the credit should reflect the current value of those carrying 

costs. It also argues that since the cost is volumetric, the credit should be as well. 

How did Nicor Gas respond to CSGS's recommendation? 

Nicor Gas accepted this proposal in the MOU. The proposed credit is $.0037 per 

therm. 

What do you recommend with regard to the carrying cost of capital for 

working gas? 

I agree with the MOU's treatment of this issue and recommend that the 

Commission approve it. 
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Customer Select Administrative fee 

What did CSGS propose with regard to the CS administrative fee? 

CSGS proposed that the administrative costs associated with the provision of CS 

be recovered from all customers. (CSGS Ex. 1 .O Corrected, p. 19) 

What rationale did it use to justify this recommendation? 

CSGS argued that this is reasonable because all eligible customers benefit from 

the choice to take service under CS. Also, this is the Company’s position on the 

Energy Efficiency fee. 

How did Nicor Gas respond to CSGS’s recommendation? 

Nicor Gas accepted this proposal in the MOU. 

What do you recommend with regard to the CS administrative fee? 

I agree with the MOU’s treatment of this issue and recommend that the 

Commission approve it. 

Access to Nicor Gas Assets 

What did CSGS propose with regard to access t o  Nicor Gas assets? 

CSGS proposed CS customers be allowed to directly control their proportional 

share of on and off system assets. (CSGS Ex. 1 .O Corrected, p. 7-8) 
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What rationale did it use to justify this recommendation? 

CSGS wanted operational parity with sales customers, and, it asserted, this 

reduces risk for the LDC. 

How did Nicor Gas respond to CSGS’s recommendation? 

Nicor Gas accepted this proposal in part in the MOU. They allowed the CS 

marketers to cycle the full six days of the operational balancing capacity. 

What do you recommend with regard to access to Nicor Gas assets? 

I agree with the MOU’s treatment of this issue and recommend that the 

Commission approve it. 

Affiliate Access Issues 

Were there any other interveners in this case that brought up equality 

issues with regard to Customer Select? 

Yes. The Coalition for Equal Access and Fair Utility Rates (“CEAFUR) objected to 

various components of Nicor Gas’ administration of its Customer Select Program. 

In particular, I identified two affiliate issues that are important and should be 

addressed. These two issues involve the use of Nicor Gas’ website which links to 

its affiliate website and the Nicor Gas call centers that sell affiliate products and 

services to utility customers that. 
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I. 

Q. 

Use of Nicor's Gas website for advertising 

What concerns do you have with Nicor's Gas website for affiliate 

marketing? 

The websites which are provided on Nicor Gas bills are sponsored by Nicor Inc. 

and have links to affiliates which are promoting non-regulated products and 

services. Any website that appears on a customer's bill should not have a link to 

affiliates' resources. I went to the sites listed below. 

www. n icorgas. com 

www.nicorqas.com/mvaccount,(which is the web address that appears on each 

customer's 

Both of these Nicor Gas webpages are hosted by the Nicor Inc. website and also 

include affiliate products and sewices in direct competition with Alternative Retail 

Gas Suppliers ("ARGS). Additionally, I found that the Gas Line Comfort Guard 

("GLCG) program, which Nicor Gas markets through it call centers, was located on 

the same page as Nicor Gas Advanced Energy CS programs4 

A. 

Q. What issues does this create between affiliates and competitive gas 

Typing in "www.nicorgas.com" yields the following URL: httD:llwww.nicor.com/en uslresidentiall 3 

Typing in "www.nicoraas.com/mvaccount", which is the web address that appears on each 

customer's bill, yields the following URL: htt~s:llw3.nicor.com/MvAccounfflwinmain,asvx 

httv:l/www.nicor.com/en udnicor' serviceslsection overview1default.htm 4 

includes both Lock 12 and GLCG 
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suppliers? 

Both of these pages are hosted by Nicor Inc. and not Nicor Gas. It is technically 

correct to say that Nicor Gas does not have a website. The Nicor Inc.' website is 

not regulated by this Commission and customers of Nicor Gas are being sent to an 

"unregulated" site. From this site they can get information about the products and 

services of Nicor Gas' unregulated affiliate, Nicor Advanced Energy. While all the 

other ARGS are linked on this site, they are not allowed to solicit customers through 

the Nicor Inc. website. 

How did Nicor Gas respond to CEAFURs testimony on this issue? 

Nicor Gas did not respond to this issue in its testimony. In its response to CEAFUR 

DRs about its website, Nicor Gas' only response implied that since the website was 

not owned by Nicor Gas but rather an affiliate, the objection to using that website to 

link customers to affiliates does not have merit. 

e 

What do you recommend with regard to the use of Nicor Gas' website for 

affiliate marketing? 

I am troubled by the use of Nicor Gas' website for affiliate marketing. It would be 

advisable for Nicor Gas to have its own website instead of a website owned or 

operated by a parent or affiliate. Since ARGS are linked to the Nicor Gas portion of 

the website, Nicor Gas' ARGS should be provided with same type of link to its site 

when links are used. I agree with Staff witness Dianna Hathhorn's 

recommendation that a proceeding should be initiated to investigate whether the 
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Company's Operating Agreement is in the public interest and make to appropriate 

revisions . (See Staff Ex. 15.0, p. 18-22) In addition to the concerns Ms. Hathhorn 

has identified, Nicor Gas' use of the Nicor Inc. website and the potential for affiliate 

marketing to utility customers should be investigated. 

Use of Nicor Gas Call Centers for affiliate marketing 

Do you have concerns with the information elicited from Nicor Gas with 

regard to the use of Nicor Gas call centers for affiliate marketing? 

Yes. It is clear from Nicor Gas' responses to DRs IGS 2.35 and 2.37 that Nicor 

Gas is using its call centers to market affiliate products and services to its 

customers. This is inherently unfair to other providers of gas commodity and 

related products and services. 

How did Nicor Gas respond to CEAFUR's testimony on this issue? 

Nicor Gas did not respond to this issue in its testimony. 

What do you recommend with regard to  the use of Nicor Gas call centers for 

affiliate marketing? 

Again, I agree with Staff witness Hathhorn that a proceeding should be initiated to 

investigate whether the Company's Operating Agreement is in the public interest 

and make to appropriate revisions. The use of Nicor Gas call centers for affiliate 

marketing should be addressed in that proceeding. 
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Gas Line Comfort Guard V‘GLCG”) program 

What did CEAFUR propose with regard to the Gas Line Comfort Guard 

program (“GLCG”) that is provided by the Nicor affiliate Nicor Services? 

CEAFUR proposed turning GLCG into a revenue producer for the utility instead of 

letting Nicor Services provide this service for Nicor Gas customers at unregulated 

monopoly rates. 

Is the Gas Line Comfort Guard program offered to Nicor Gas customers at 

regulated prices? 

No. This product is not provided by the utility. But it is offered at unregulated rates. 

However, the market for this service can hardly be described as competitive; 

therefore, the rates charged to Nimr Gas customers are neither subject to 

competitive forces nor covered by the ICC’s jurisdiction. 

What do you recommend with regard to the Gas Line Comfort Guard 

program? 

This service should be investigated in the proceeding recommended by Staff 

witness Hathhorn, and if it is determined that the utility provides this service at all, it 

should be provided at regulated rates. 

Third-Partv Billinq Service 

What did CEAFUR propose with regard to third-party billing service? 
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ilable to all potential customers. One affiliate is 

charged rates that are below the tariff rate for similar billing services. Staff witness 

Dianna Hathhom addresses this issue. (See Staff Ex. 15.0, p. 21-22) I 

recommend that this issue be looked at during an investigation 

Does  this conclude your prepared rebuttal testimony? 

Yes. 

a 
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VERIFICATION 

I, David Sackett, being first duly sworn, depose and state that I am a Economic 

Analyst 111 in the Policy Program of the Energy Division of the Illinois Commerce 

Commission; that I sponsor the foregoing Second Revised Rebuttal Testimony of David 

Sackett; that I have personal knowledge of the information stated in the foregoing Second 

Revised Rebuttal Testimony; and that such information is true and correct to the best of 

my knowledge, information and belief. 

Illinois Commerce Commission e 
Subscribed anMwom to before men 

OFFlCIM SEAL 
ALlCEHXWNSON 
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Northern Illinois Gas Company 
d/b/a Nicor Gas Company 

I11 C C No 16 ~ Gas 
4J&d Remsed Sheet No -49 
(Canceling B2* Revised Sheet 
No 49, Effecnve October 3. 
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Terms and Conditions 

I XContinued from Sheet No. 48) 
- * Transportation Limitalions and Amounts. 

Daily Nominations will be accepted if received electronically by the Company no later than I1:30 A.M. on the 
business day pkn to the gas day the Nomination is to be effKtive. 'RE W i n e  for Nominations by any method other 
than the Company's electronic bulletin board is 800 A.M. 

Changes to daily Nominations necessitated by the pipeline interruptions of Customer-owned gas supplies will be 
accepted if received by the Company and verified by the pipeline no later than 8:OO A.M. of the day the Nomination 
change is to be effective. On a critical Day or an OF0 Day, Nominations will be accepted if reoeived by the Company 
no later than 800 A.M. of the day the nomination change is to be effective. 

From November 1 tbrough March 31 of each year, Nominations may not exceed We+&me+ . thecustomer's 1 
Maximum Daily Coniract Quantity. From April I thou@ October 31 of each year, hiaxinnun Daily Nominations 
(MDN) may not exceed the Customer's historical monthly usage for the period plus 25 percent of the htomer's  

Factor (SIF). Tbe SIF for  AD^ will be one ( I  h Such informaton to be provided by the Company to the Customr. ned I allowed storage calculated on a daily basis. For the MDN oeriods of Mav tbrouah October. the 25 wcent c o r n  
of the Customer's allowable dailv storaee. shall fmt be d t in l i ed  bv the Customer's awlicable Storage lniection 

The Company may accept anticipated monthly usage provided it is substantiated by the Customer. 

Tbe Company shall not, on any day. be obligated to accept Customer-owned gas at any location when Nomination of 
Customer-owned gas does not conform to procedures established bercin. 

, 

5 Order of Lkliveries. 
On any day, gas shall be delivered to the Cus tom as follows: 

a. Requested Authorized Use; 
b. Deliveries of Customer-owned gas to the Company from an interstate pipeline; 
c. Customr-owned gas withdrawn from storage under provisions of Storage Banking Service; 
d. Company-supplied gas d e r  the Firm Backup Servia; 
e. Authorized Use; and 
f Unauthorized Use or OF0 Non-Performance use. 

* Storage Banking Sern.ce and Firm Backup Strvler 
Supplies for critical Day use may be contracted for under Storage Banking Senice (SBS) and Firm Backup S&e 
(FBS). The Storage Banking Service capacity selected must be a minimum of 1 timcs the C u s t o d s  MDCQ. SBS 
capacity up to 26 times123 times as of the fmt June I after the Effective Date oftbis tarig~ the Customr'' MDCQ 
will be available. Additional SBS capacity (greater than 2 6 U  tirns the C u s W !  MDCQ) may be requested. 
Unsubscribe SBS "pacity (as determined by the Company) will be allocated by the Company to all customers 
renusting capacity exceeding 2 6 U  times their MDCQ. 

I 
I 
I (Continued Qen Sheet No. 50) 

Filed with the Iuimis Commerce Commission on November4.2- Effective December 19, r x  2 

L x Q g m I I  e Vice Resident 
Items in which there are changes M preceded 
by an asterisk ( 8 )  

Post Ofice Box I90 
Aurora, Illinois- 60507 I 

e 
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Northern Illinois Gas Company 
d/b/a Nicor Gas Company 

1II.C.C. No. 16 - Gas 
&&&d Revised Sheet No..SO 
(Canceling &dM Revised Sheet 
No. 50. Effective October 3, 
- 2001* 
W) 

Terms and Conditions 

(Continued From Sheet No. 49) 

~ 

& 
rsed as a numrical va e not to exceed 1.0 11 

shall be rounded w to the oext 0.01. A Customefs SWF shall be amlied to their individual SBS withdrawals riehts 
and serve to reduce their withdrawal riehts on anv Critical Dav or OF0 Shortage Dav. 

-ukribe to SBS shall have their SBS inventorv balance reduced to a 
p n  Factor ISIF). e x ~ r c s  sed as a numerical value. shall be determined by 
subtractine from one (1) . the result obtained from dividing the Customr's Aoril 1 SBS balance bv their resoective 
elected SBS cauacitv. Anv SIF value ereater than or equal to 0.90 shall be munde d to 1.0. Any SIF less than 0.90 
shall be rounded M to the next 0.01. A SIF shall be awlicablc to IAe 25 Dercmt mnthlv storace iniection comnen t  
p e s  in effect beemninr! Mav 1 ihrourrb October 31 of each war. 

I - * Therms available for withdrawal from storage on a Critical Day or OF0 Shortage Day shall be limited to a C u s t o d s  
SWF times O.O21$8u times the Customer's Storage Banking Service capacity. Storage withdrawals are deemed to 
occur when Customer usage exceeds Requested Authorized Use and Customer-owned gas delivered 

A Customer may contract for delivery of Company-supplied gas uader Finn Backup Service. The Company will 
provide gas up to the Firm Backup Service quantity on any day, including a Critical Day. 

The Customer shall specify the SBS and FBS levels when initially coneacting for service under any transportation 
late. 

A request for a transfer to a fm sales senice rate, or a rate or rider which pmvides for a higher level of SBS or FBS, 
will be treated as a request for a change in the SBS or FBS. 

An entity taking sewice at more than one location may contract for service as a Group. Each member of the Gmup 
shaU individually contract for SBS and FBS. Nominations, SBS and FBS will be muitod  at the group level h 
aggregate. However, on a Critical Day, Cutomrs will be monitored on an indiviM basis for compliance Wi l l  SBS 
and FBS selections. Customen electing senice under Rider 25 will not be permitted to forma group With Customers 
electing senice under any other transportation rate. 

1 .(Continued On Sheet No. 

Filed with the Illinois Commerce Commission on November 4.2004- Effective December 1% 
2- I 
l w e d  by - !&&LE. 

Vice President I 
Post Ofice Box 190 
Aurora. Illinois 60507 

-@w@s&km 

l t em in which there are changes are preceded 
by an asterisk (*) 

0 

e 

0 
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Northern Illinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Commerce Commission 

1lI.C.C. Docket No. 08-0363 
DAS Seventh Set of Data Requests 

DAS 7.22 Q. With regard to Nicor Gas Response to DR CNE 2.01, when Mr. Mudm 
calculates the amount he calls both the “Storage Banking Service 
capacity allocation” and the “Storage Banking Service allocation,”: 
a. Define the term “Storage Banking Sewice capacity allocation” as 

used by the witness. 
b. Has Nicor Gas ever used the term “Storage Banking Service 

capacity allocation” or calculated this amount in any rate 
proceeding before this Commission? If yes, please provide the 
precise citation to this usage. 

c. Does this number refer to a current or proposed computation? 
d. How does this capacity differ fiom the 35 Bcf of storage capacity 

allocated to SBS customers (excluding CS) as testified by Nicor 
Gas witness Mr. Bartlett (Ex. 4.0, p. 22, lines 4.56-457)? 

e. In another DR response to IIEC 2.02 Corrected, Mr. Mudra states 
that the Storage Banking Service Allocation is 1,346,333. Should 
this number be the 1,346,333,000 that the witness used in his 
testimony? 

f. Why has the witness proceeded to calculate this amount and arrive 
at two different results (137.2 Bc.f and 134.6 Bcf)? Which number 
is correct’? How were both numbers calculated? 

DAS 7.22 A. a. The Storage Banking Service capacity allocation is equal to the 
number of “Peak days” of storage capacity allocated to all 
customers (28 MDCQ days) times the peak day 49,000,000 therms 
= 1,372,000,000 therms. (Please see the Company’s response to 
CNE 2.01(c) ) 

b. As discussed in DAS 7.21 (b) there was no specific name given to 
the denominator of the calculation; however, the result of this 
computation, based on data from Docket 04-0779, or in this 
proceeding, represents the total amount of storage capacity 
allocated based on the Commission-approved rounded number of 
peak days of storage. 

c. The number included in the Company’s response to CNE 2.01(c) 
refers to the result of the denominator in the proposed ,018 factor 
computation in this proceeding. 

d. The Storage Banking Service capacity represents the amount of 
capacity that is available to all customers, based on rounded 



Witness: 
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number of peak days of storage, whereas the 35 Bcf of storage 
capacity cited by Mr. Bartlett represented a recent amount of SBS 
capacity which was available to Transportation customers on Rates 
14; 75,16 and 11. 

e. Yes. 

g. Both numbers are correct and used for different purposes. The 
1,346,330,000 therms is the total amount of non-coincidential 
storage capacity which is operationally available from storage 
(Nicor Ex. 4.1) and is used in the SBS charge computation and 
the SBS entitlement calculation (number of peak days of 
storage). The “SBS entitlement” is rounded to the nearest whole 
number of “peak days” of storage (Le. 27.5 to 28 MDCQ days) 
and that value (28 MDCQ days) is used to allocate storage to 
Transportation customers (DAS 4.03 Exhibit 4). The rounded 
number of peak days of storage capacity (28 days) is then 
multiplied by the estimated 2009 Peak Day sendout (49,000,000 
t h e m )  as shown on DAS 4.03 and that amount is used as the 
denominator when computing the ,018 factor. 

Robert R. Mudra 

0 

0 

a 
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Northern Illinois Gas Company d/b/a h’icor Gas Company 
Response to: Constellation NewEnergy - Gas Division, LLC 

1II.C.C. Docket No. 08-0363 
CNE Second Set of Data Requests 

CNE2.01 Q, On page 29 of the direct testimony of Robert R. Mudra, Mr. Mudra 
identifies the ,017 factor representing the daily proportion of peak ddy 
deliverability to cycled storage capacity from the 2004 rate case and states, 
based won 2009 test year data, the factor should be updated to ,018. 
a. 

b. 

C. 

d. 

CNE2.01 A. a 

b. 

C. 

d. 

Please provide a description of the formula that is used to 
detennine this factor. 
Please identify and describe any differences between the formula 
as it is used in the instant proceeding compared to how it was used 
per the Coinmission’s order in Docket No. 04-0779. 
Please provide the 2009 test year data and calculations that were 
used to derive the .O 18 factor. 
Please provide any workpapers supporting the calculations used to 
derive the .018 factor. 

The critical day storage withdrawal limitation factor is equal to the 
amount of gas available froin Company storage facilities on a peak 
day divided by the Storage Ranking Service capacity allocation. 

The formula is the same as used in Docket No. 04-0779 

Storage deliverability on a peak-day is 25,000,000 therms, divided 
by storage banking service allocation of (28 MDCQ days X 
49,000,000 therms) = 1,372,000,000 therms is 0.0182 or rounded 
to 0.018. 

No workpapers were developed or relied on for this calculation 

Witness: Robert R. Mudra 
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Northern Illinois Gas Company d/b/a h’icor Gas Company 
Response to: Illinois Industrial Energy Consumers 

II1.C.C. Docket No. 08-0363 
IIEC Second Set of Data Requests 

IIEC 2.02 Q. Please provide the calculatiodderivation ofthe number of days of permissible 
storage service (times MDCQ) in this case, which the Company states is 28. 
If there are any changes in the methodology (as distinct from the input) in the 
calculation vis-a-vis the methodology approved by the ICC in the previous 
case, please explain the changes and also provide the same calculations using 
the previously approved methodology (if different than the one used in the 
current proceeding). 

Corrected Response 

The calculation of the available number of peak days of storage capacity 
(MDCQ days) is computed by dividing the Storage Banking Service 
allocation of 1,346,333 therms by the total amount ofpeak-day therms of 
49,000,000. This results in 27.5 which was rounded to 28. 

IIEC 2.02 A. 

Witness: Robert R. Mudra 
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NlCOR Operated Cas Storage Fields 

Estimate of Top/Base 
And 

RecoverableLNon-Recoverable Gas Volumes 

Nieor Gas, Inc. 

October 25,2004 
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Mr. John W. McCaffrey 
Foley & Lardner LLP 
321 North Clark Street 
Suite2800 

and RecoverablPflVon-RecoverabIe Gas Volumes 
Storage Fields 

Dear Mr. McCaffky: 

Base 
Gas 

mmsd 

111.9E 
36,604 
41133 

SUMMARY 

This letter report summarizes my estimates of the topbase and recovemblehon-recoverable gas 
volumes for the eight Nicor Gas, Inc. (NICOR) operated storage fields. The techniques I applied 

me estimates are generally accepted reservoir engineering methods for 
evaluating or for reserve estimates of a water-drive gas reservoir. The aquifer storage 
system IS analogous to the water dnve gas reservoir. The different calculations used and how 

study are discuss 

My gas \olume estimates for each field (reservoir) are presented below along with the maximum 
gas inventory as achieved by NICOR. 

Recoveable 1995 Study Non-Recoverable 
Base Gas Non-RecoverableBase Gas Barre Gas 

mmsd % Maximumlnventay mmscf 

36,418 43 69 75.508 
8,328 6035 28 276 
4% 74 17 36 742 

Table 3 

I STOREDGAS VOLUMES 

39.144 
31.976 

316,526 

Maximun 
Inventor) 

172,826 

52.185 

79,976 
6,439 76 30 32.705 
9199 28 48 P,m 

73,708 242.818 

11/12/01 8250 
12/5/98 1.720 
12/13/01 I 8.W 

1 149,740 

43,935 5.130 74 36 38,805 
39.85 

:Qg7 I I 36.61 



ICC Staff Exhibit 24.0R2 
Attachment E 
Page 3 of 7 

Mr. John W McCaffiey 
Octobcr 25.2004 Page 2 e 
The reservoir engineering methods applied in the study arc discussed 111 the sections which 
follo\v. The data uscd in thc shidy included historical pressure/production data for cach storage 
project, NICOR geologicaVengineering review reports and lhc knowledge gained Ji-onl working 
with NICOK on these storage projects over the last hvtmty years. 

In 1995, we perfoiined a similar study of theNICOR storage fields (Reference letter t u  Mr. G q  
Jones dated February 24, 1995). Since this study, NICOR increased the inaxinium inventory (in 
total) by approximately 13,800 mmscf or about 3.1 percent. With the exception of Pecatonica, 
maximum inventory was increased in all other fields. 

Tor the purpose or this study, the mi is the volume of gas in the reservoir above the design 
level of base gas. It may or may not be coniplctely withdmvn during any particular storage 
season. Thc base ea' is the voluinc of gas requircd i n  a storage rescmoir to provide the volurne 
and pressure to cycle the normal top gas volume. Recoverablc ms2 is the gas considered 
recoverable assuming the storage reservoir is placed on production and depleted to abandoiiment. 
The difference between the total volume (top plus base) in storage and total recoverable gas in 
storage is the non-recoverable  as. The non-recoverable gas is essential to the storage operation. 

ENGINEERIUG ANALYSIS 

Too Gas/ Base Gzs 
e 

Two different methods of extrapolating actual field performancx data were generally used to 
estimate the t o p k  gas Cor each storage project; (1) gas withdrawal rate versus cumulativegas 
produced (Gp), and (2) calculakd reservoir performance coeficients (C-factors) versus perceni. 
of inventory out. The calculated C-factors are based on reservoir pressure, flowing wellhead 
pressure and withdrawal rate. I n  both cases, the cumulative gas produced aud the percent of 
inventory out were based on actual annual withdrawal cycle gas volumes. This analysis 
considered the 200041,2001-02,2002-03 and 2003-04 withdrawal cycles. 

Rate vs. Cp (Storage Gas Withdrawn) 

The projection of gas rate versus cumulative gas produced is an accepted method for determining 
the maximum produced volume under a constant sct of producing constraints. This is onc 
method used in this study to dctcmiincthe top gasvolume. Thcrc is: however, a judgment factor 
required in making this extrapolation. For example, is the rate decline a direct result ofdeclining 
reservoir pressure. or are other factors involved as water production or expected future water 
production? Both of these are the case For the NICOR aquifer storage projects. 
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Figures 1 through 8 show the Withdrawal Rate versus Gp for the 2000-01 through 2003-04 
withdrawals for each storage project. As will be noted, the extrapolations for the south fields, 
Hudson, Lake Bloomington, Lexington and Pontiac Mt. Simon are straight forward since there is 
a dramatic decline in rate generally caused by water production. For Ancona, Pontiac Galesville 
and Troy Grove, where high deliverabilities are achievable throughout the withdrawal season, it 
is more difficult to make this extrapolation. The rate extrapolation for Pecatonica also required a 
degree of interpretation. My extrapolations for each project are shown on Figures 1 through 8. 

In some cases, different withdrawal cycles will extrapolate to a different Gp since the decline in 
the historical rate is a function of the withdrawal schedule early in the cycle and the injection 
&om the previous cycle. These differences are obvious when reviewing the withdrawal rate 
versus Gp figures. 

Per&ormance Coeficients vs. Percent of Inventory Oui 

The second method was to extrapolate the Performance Coefficients versus Percent of Inventory 
Out plots provided on select fields by NICOR. These charts, Figures 9 through 13, are based on 
actual field performance data and reflect the flowing pressure constraints, the number of wells on 
line on any given day, reservoir pressure and water production. My extrapolations are shown on 
each figure. These extrapolations to a top gas volume are consistent with top gas volumes as 
determined from the rate versus Gp extrapolations. 

Water Production vs. Cumulative Qe Produced 

Figures 14 through 16 show the produced water for the 2000 - 2004 withdrawal cycles as barrels 
water produced per day per mmscf of gas produced for Hudson, Lake Bloomington and 
Lexington. For all three fields, the produced water increases as the cumulative gas produced in a 
cycle increases. This is consistent with the decrease in the C-factors. 

The estimated top gas for Ancona, Hudson, Lake Bloomington, Lexington, Pecatonica, Pontiac 
Galesville, Pontiac Mt Simon and Troy Grove was determined to be 60900, 10250,8400, 8250, 
1720, 8500, 3720 and 48000 mmscf, respectively, based on the empirical relationships of Rate 
vs. Gp andor C-Factorvs. Percent Inventory Out methods. 

Non-Recoverable Base Qs 

The non-recoverable (total base gas minus recoverable base gas) base gas was estimated in the 
1995 study by use of the P/z versus Gp hnction and gas-water material balance calculations 
coupled with analytical water influx/efflux calculations. It was assumed that the withdrawal 
pressure constmints as used in storage operations would no longer be the limiting factors since 
the reservoir is being produced to abandonment. 



Mr. John W. McCathv 

~ 

P/z versus Gp 

ICC Staff Exhibit N O R 2  
Attachment E 
Page 5 of 7 

October 25,2004 Page 4 e 
One of the most common methods for predicting gas reserves is to graphically solve the gas 
material balance equation. This technique involves plotting the P/z versus cumulative gas 
produced, Gp. For a volumetric reservoir the P/z is linear and the extrapolation to zero P/z 
represents the original gas-in-place and gas reserves are generally determined by making an 
independent determination of the reservoir abandonment pressure. In the conventional case, the 
gas-in-place is a-~ unknown, therefore, this method is proven to be valuable to support volumetric 
calculations based on structure, net sand, gas saturation and porosity maps. In aquifer storage, 
however, we believe we know the gas-in-place at any point in time since the net gas in the 
reservoir is a metered volume. Therefore, the deviation from the volumetric straight line is the 
influence of the aquifer system or water e f f l d i u x  as gas is either injected or withdrawn. The 
significance of the water-drive is directly related to the deviation from the volumetric line. The 
Reservoir Pressure vs. Cumulative Gas Produced relationships for each NICOR field are 
attached as Figures 17 through 24. It is also common to use reservoir pressure in place of P/z in 
developing an empirical relationship. 

These figures also compare the reservoir pressure vs. cumulative gas produced from the 1995 
study. The comparison is good for most fields. Where there are differences it not believed this 
difference will change the estimated non-recoverable gas when expressed as a percent of the 
maximum inventory. 

Material Balance and Wafer InJm 

In the 1995 study, material balance studies of each field employing the following equation were 
used to quanti~ water influx. 

Gp& = G(B, BE,) i- RwWm Wp) 

where: % = (TP,,J) / (5.61 5T& rb/scf 
B y =  
G = original gas-in-place, scf 
w, = cumulative water influx, stb 
W, = cumulative water produced, stb 
% = cumulativegas produced, scf 

water formation volume factor, rblstb 

To calculate water influx, We, we have used the method of Catter-Trac$. This technique is an 
accepted method and is used in most reservoir simulators. 

We have demonstrated that these procedures can be successhlly applied to the analysis of gas 
storage in underground aquifers through numerous studies. In the normal reservoir analysis, the 

3 AI ImprovedMeihodfor Calculating Water In@,SPE A I M E  TransactionsVol. 219, pp415-417,T.N 2072, 
1960. a 
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gas-water material balance equation represents one equation with two unknowns, gas-in-place 
and water influx. Our task, for the aquifer storage studies reduces, however, to the determination 
of water inflwdefnux (We) since the gas-in-place at any point in time is known. Therefore, the 
We is the volume required to support the historical measured pressure profile for a given storage 
field. 

The material balance and water influx technique was used for each reservoir, except for 
Pecatonica, with good success. We have utilized a non-linear regression procedure to determine 
the "best-fit'' aquifer parameters to achieve a good match of the calculated and observed 
reservoir pressures since the start of gas storage. The material balance models were then used to 
project reservoir pressure under a blowdown operation. From these material balance 
calculations, we have a reasonable estimate of the volume and rate of water movement in the 
various NICOR fields as a functionof time and storage activity. 

It was determined that a reasonable estimate of the non-recoverable gas would be where the 
calculated Plz versus Gp "flattened" or where the water influx was maintaining pressure for the 
specified gas withdrawal rates. Since pressure is no longer decreasing, there would be no 
additional gas recovery fiom gas expansion. Based on our experience, this is also the time in the 
life of a reservoir where the major portion of reserves have been produced. 

From this technique of using Plz versus Gp and the material balance calculations, it was 
determined that the estimated non-recoverable gas volumes for Ancon4 Hudson, Lake 
Bloomington, Lexington, Pontiac Galesville, Pontiac Mt. Simon and Troy Grove are represented 
by 43.69, 60.35, 74.17, 74,36, 34.85, 36.61, 76.30 and 78.48 percent, respectively, of the 
maximum inventory. The non-recoverable gas volume for Pecatonica was based on a recovery 
factor of 65%. This recovery factor is consistent with the recovery factors for the other storage 
fields based on the historical performance of the various reservoirs. 

As noted above, the current pressure volume performance of each reservoir has not changed 
significantly. Since the early 1990's there have been only minor changes in the operations of 
the fields. These changes, including the small percentage change in maximum inventory, would 
not materially change the estimate of non-recoverable base gas as determined in the 1995 study. 

RecoverableBase Gas 

The recoverable base gas was determined as the maximum inventory minus the top gas and non- 
recoverable base gas. These estimated volumes are shown in the summary Table 1. 

The gas volumes included in this report are estimates only and should not be construed as being 
exact quantities. Future operations could have an impact on these estimated volumes. In the 
preparation of this report and the conclusion derived h m  the studies, certain assumptions were 
made which may occur in the future regarding operations. Although we believe these 
assumptions are reasonable for the purpose of this report, changes occurring or becoming known 
after the date of the report could affect the material presented herein. 
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Should you requim additional information, or have questions regarding the methodology as used 
in the study, please give me a call. 

Sincerely, 

James W. Fairchild 
President 

cc: Neil Maloney w/attachment / 
JW.jrb 
Attachments (Fignres 1-24) 
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Northern Illinois Gas Company d/b/a Nieor’Cas Company 
Response to: Illinois Commerce Commission 

1II.C.C. Docket No. 08-0363 
DAS Seventh Set of Data Requests 

DAS 7.1 8 Q. With regard to Nicor Gas Ex. 29.0, p. 37, lines 795-799, Mr. Mudra 
states that Nicor Gas knows that the 149.7 Bcf is not “operationally 
available.” 
a. Does Nicor Gas believe that the current charge too low and is not 

just and reasonable? 
b. Does Nicor Gas believe that the current SBS allocation is too high 

and is not just and reasonable? 
c. Was the 149.7 Bcf operationally available in the last rate case? 
d. What has changed since 2004 that would cause the Commission to 

reconsider a matter that they already determined? 

a. Yes. The current charge is S.0029 per therm of capacity and the 
proposed charge is $.0042 per therm of capacity. 

DAS 7.18 A. 

b. Yes. The 149.7 Bcf of capacity established in 04-0779 is 
unachievable and 134.6 Bcf of storage capacity is available. 

c. No. 

JVitnesss: 

d. The Commission should recognize, that since Nicor Gas’ last rate 
case the total maximum non-coincident level .of working gas in 
storage for the years 2005 through 2007 was 138.9 Bcf, 135.0 Bcf 
and 134.1 Bcf respectively as supported by Nicor Gas’ response to 
CNE 2.22 and summarized by witness Fabrizius (CNE-Gas Exhibit 
1.0 p. 12). Furthermore, the Commission should also recognize 
that these totals are roughly equivalent to the 134.6 
Bcf level of non-coincident capacity which Nicor Gas witness Mr. 
Bartlett has indicated is operationally avaddble. The Commission 
should therefore recognize that there is a difference between the 
historic inaximum non-coincidential storage capacity of 149.7 Bcf 
which Mr. Bartlett has stated is “simply not achievable” (DAS 
6.09) and is not “realistically achievable” (DAS 3.06 a) and the 
Company’s realistically forecasted amount of non-coincidental 
storage capacity of 134.6 Bcf which is operationally available and 
is supported by actual storage capacity utilization since 2005. The 
Company believes the Commission should treat both Sales and 
Transportation customers equally and not harm Sales customers by 
over-allocating storage capacity to Transportation customers by 
allocating based on a 149.7 Bcf level which is unrealistic, 
unachievable and has not .in fact actually occurred since the last 
rate case. 

Robert R. Mudra 



0 

0 
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Northern Illinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Commerce Commission 

II1.C.C. Docket No. 08-0363 
ENG Third Set of Data Requests 

ENG 1.26 Q. How is the 2% storage withdrawal adjustment factor applied to a) sales 
customers, b) transportation customers, c) the Hub, and d) any other user of 
Company owned storage? Fully explain the methodology and the Company’s 
rationale for the application of the 2% adjustment factor to each group a) 
through d) described above. Provide examples showing on a monthly basis 
how each group would be assigned the 2% storage withdrawal adjustment 
factor. 

ENG 1.26 A. The 2% storage withdrawal factor is applied ( i t .  allocated) to sales customers 
based on their share of net withdrawal activity in company owned storage 
fields in each month. That percentage share is then multiplied by the total 
volume of the 2% storage withdrawal factor (calculated as explained in ENG 
I .25). The remaining volume of the 2% storage withdrawal factor is allocated 
to the transportation customers and is recovered in-kind through their lost- 
and-unaccounted for adjustment. The 2% storage withdrawal factor is not 
applied to Hub volumes because Hub volumes are not directly subject to the 
unaccounted-for adjustment until the gas is delivered to an end-use customer’s 
account. At that time, the end-use customer is assessed the unaccounted-for 
adjustment, which.includes a portion of the 2% withdrawdl factor. There are 
no other users of Company owned storage fields. 

The Company computes the allocation of the 2% storage withdrawal factor 011 

the basis ofnet withdrawal activity because, as explained in the Company’s 
response to ENG 1.22, total/gross injection and withdrawal activity is not 
available for transportation customers. Their activity is calculated as the 
difference between their beginning and ending storage balances for the period. 
Furthermore, because Sales injectiodwithdrawal activity is calculated as the 
difference between total aquifer activity and the activity of all other endusers 
(which is only available on a net basis), the Sales customer’s activity is only 
available on a net basis. This methodology was presented and accepted in the 
company’s last rate order, Docket No. 04-0779. Please see attached Exhibit I 
for an example of how the 2% storage withdrawal factor is calculated and how 
it is allocated between sales and transportation. 

PF’itness: James M. Gorenz 
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