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BEFORE THE
I LLINO S COMVERCE COW SSI ON

| LLI NO S COWERCE COMM SSI ON ) DOCKET NO
On Its Owmn Motion 00 -0710
- VS-
CENTRAL | LLINO S LI GHT COVPANY

Reconciliation of revenues
col I ected under gas adj ust nent
charges with actual costs prudently
i ncurr ed.

N N N N N ~—

Springfield, Illinois
Sept enber 25, 2001

Met, pursuant to notice, at 2:00 P.M
BEFORE:

MR, JOHN ALBERS, Adninistrative Law Judge
APPEARANCES

MR W M CHAEL SEI DEL

Defrees & Fi ske
200 South M chi gan Avenue

Suite 1100
Chicago, Illinois 60604
(Appearing on behalf of Central Illinois

Li ght Conpany)

M5. KARIN M NORRI NGTON
208 South La Salle

Suite 1760

Chicago, Illinois 60604

(Appearing on behalf of the Ctizens
Uility Board via tel econference)
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APPEARANCES:

MR JOHN FEELEY
160 North La Salle Street

Suite C-800
Chi cago,

Illinois

(Cont ' d)

60601

15

(Appearing on behalf of the Staff of the
[1linois Comerce Conmm Sssion)

SULLI VAN REPCRTI NG COVPANY, by

Cheryl

A. Davi s,

Reporter,

#084 - 001662
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W TNESSES DI RECT CROSS REDI RECT RECROSS
GLENN L. DAVI DSON

By M. Seidel 20 69

By M. Feeley 30 74
DENNI'S L. ANDERSON

By M. Feeley 76
BONI TA A, PEARCE

By M. Feeley 78 114

By M. Seidel 84

By M. Seidel (in canera) 89
EXH Bl TS MARKED ADM TTED
Staff 1.0 83
Staff 2.00 77
Staff 3.0 Revised, 3.1, 3.1P 17 83
aLcoi1.o, 1.1, 1.2, 1.3 29
ClLCO 1.4, 3.0 Revised, 5.0 17 19
ClLCO 2.0 19
ClLCO 2.1 17 19
Staff Cross 1 49
Staff Cross 1P (Cross 1 renarked) 52 67
Staf f Cross 2P 52 67
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PROCEEDI NGS
(Whereupon Staff Exhibits
3.0 Revised, 3.1, and 3.1P
and CI LCO Exhibits 1.4, 2.1,
3.0 Revised, and 5.0 were
mar ked for identification.)
JUDGE ALBERS: By the authority vested in ne
by the Illinois Conmerce Conmission, | now call
Docket Nunber 00-0710. This docket concerns the
ordered reconciliation of Central Illinois Light
Conpany's Purchased Gas Adjustment O ause. This
docket was initiated by the Illinois Conmerce
Conmi ssion on its own notion.
May | have the appearances for the
record, please.
MR, SEIDEL: Thank you. W M chael Seidel for
the law firmof Defrees and Fiske, 200 South
M chi gan Avenue, Suite 1100, Chicago, Illinois
60604, appearing on behalf of Central Illinois
Li ght Conpany.
MR, FEELEY: John Feel ey, Staff counsel, 160

North La Salle Street, Suite C-800, Chicago,
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[1linois 60601.

JUDGE ALBERS: Ms. Norrington.

M5. NORRINGTON:  Karin Norrington, Gitizens
Uility Board, 208 South La Salle Street, Suite
1760, Chicago, Illinois 60604.

JUDGE ALBERS: And are there any others
wi shing to enter an appearance? Let the record
show no response.

Are there any prelimnary matters this
afternoon? kay. Hearing none, why don't we first
hear fromCentral Illinois Light Conpany's
Wi t nesses, so, M. Seidel, if you d like to call
your first wtness.

MR SEIDEL: Yes. W have two w tnesses
today, Your Honor, M. Davidson who I will call
first and another w tness, C LCO w tness Sue
Prebil, who we propose to offer her testi mony and
an affidavit in support of her testinony today
wi t hout her appearing.

JUDGE ALBERS: kay.

MR SEIDEL: Should we take that up first?

JUDGE ALBERS: If you'd like, go ahead.
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MR SEIDEL: 1In that regard, Central Illinois
Li ght Conpany woul d nove for the admi ssion of ClLCO
Exhibit 2.0 and CILCO Exhibit 2.1, C LCO Exhibit
2.0 being the prepared direct testinony of C LCO
wi t ness Sue Prebil and CILCO Exhibit 2.1 being the
affidavit of ClILCO witness Prebil.

JUDGE ALBERS: |Is there any objection to the
adm ssion of these exhibits?

MR, FEELEY: No objection.

JUDGE ALBERS: Gkay. Then CILCO Exhibit 2.0
and 2.1 are admtted.

(Wher eupon Cl LCO Exhibits
2.0 and 2.1 were received
into evidence.)

MR, SEIDEL: Thank you, Your Honor.

Now | would call on behalf of Central
[I'linois Light Conpany G enn Davi dson.

JUDGE ALBERS: M. Davidson, could you pl ease
stand and raise your right hand, and I'll swear you
in, and, Ms. Pearce, if you could, please, as well.

MR FEELEY: And M. Anderson.

(Wher eupon three w tnesses
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were sworn by Judge Al bers.)
JUDGE ALBERS: Thank you.
GLENN L. DAVI DSON
called as a witness on behalf of Central Illinois
Li ght Conpany, having been first duly sworn, was
exam ned and testified as fol |l ows:
DI RECT EXAM NATI ON
BY MR SElI DEL:
Q Wul d you pl ease state your nanme and

busi ness address, please?

THE W TNESS:

A Ckay. denn L. Davidson. | work for
Central Illinois Light Conmpany. M address is 300
Li berty Street, Peoria, Illinois 61602.

Q M. Davidson, I'mgoing to go through a

nunber of exhibits with you, and in order to avoid
repetition ' mgoing to enunerate them and descri be
themto you all at once, so you mght want to nake
a checklist before you answer this question

Do you have in front of you what have
been marked for identification purposes as ClLCO

Exhibit 1.0, CILCO Exhibit 1.1, CLCO Exhibit 1.2,
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Cl LCO Exhibit 1.3, CILCO Exhibit 1.4, C LCO Exhibit
3.0 Revised, and CILCO Exhibit 5.07?

A Yes, | do.

Q And is CILCO Exhibit 1.0 a documnent
bearing the titl e Prepared Direct Testinony of
A enn L. Davidson on behalf of Central Illinois
Li ght Conpany, Docket No. 00-07107?

A Yes.

Q And is that a four -page series of
questions and answers?

A Yes, it is.

Q Was this exhibit prepared by you or
pursuant to your direction and supervi sion?

A Yes, it was.

Q If I were to ask you the questions that
appear in CILCO 1.0, would your answers be the same
as appear therein?

A Yes.

Q Are there any changes, corrections, or
addi tions that you wish to make to Cl LCO Exhi bit

1.07?
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Q Is CILCO Exhibit Nunber 1.1 entitled
Central Illinois Light Conpany, Statenent of
Reconciliation of the Commpdity Portion of the Cost
of Gas to the Recovery of the Cost of Gas Through
the Application of the Purchased Gas Adj ustnent
Factor for the Year Ended Decenber 31, 20007

A Yes.

Q Was that exhibit prepared by you or at
your request and under your supervision?

A Yes.

Q Is the information contained in Cl LCO
Exhibit 1.1 true and correct to the best of your
i nformati on, know edge, and belief?

A Yes.

Q Are there any changes, corrections, or
addi tions that you wish to make to Cl LCO Exhi bit
1.17?

A No.

Q Now turning your attention to CILCO
Exhibit 1.2, does that exhibit bear the title
Central Illinois Light Conpany, Statenent of

Reconciliation of the Non-Comodity Portion of the
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Cost of Gas to the Recovery of the Cost of Gas
Through the Application of the Purchased Gas

Adj ust nent Factor for the year ended Dec enmber 31,
2000?

A Yes.

Q Was this exhibit prepared by you or
pursuant to your request and under your
super vi si on?

A Yes.

Q Are there any changes, corrections, or
additions that need to be nmade to this exhibit?

A No.

Q Is the information reflected in Cl LCO
Exhibit 1.2 true and correct to the best of your
i nformati on, know edge, and belief?

A Yes.

Q Now di recting your attention to Cl LCO
Exhibit 1.3, does this exhibit bear the title
Central Illinois Light Conpany, Statenent of
Reconciliation of Take-or-Pay Charges to the
Recovery of Take-or-Pay Charges Through the

Application of Factor TOP for the Year Ended
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Decenber 31, 20007?

A Yes.

Q Was this exhibit prepared by you or
pursuant to your direction and under your
super vi si on?

A Yes.

Q Are there any changes or corrections
that need to be nade to this exhibit?

A No.

Q Is the information contained in Cl LCO
Exhibit 1.3 true and correct to the best of your
i nformati on, know edge, and belief?

A Yes.

Q Now di recting your attention to Cl LCO
Exhibit 1.4, does this exhibit bear the title
Central Illinois Light Conpany, Certificates of
Publ i cati on?

A Yes.

Q Were these certificates assenbl ed or
prepared by you pursuant to your direction or under
your supervi sion?

A Yes.
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Q Do the certificates of publication truly

and accurately reflect the information contained

t herei n?
A Yes.
Q Are there any changes or corrections

that need to be nade to this exhibit?

A No.

Q Now di recting your attention to your
rebuttal testinmony which we've marked for
identification purposes as ClLCO Exhibit 3.0
Revi sed, does this exhibit bear the title Prepared
Rebuttal Testinony of G enn L. Davidson on Behal f
of Central Illinois Light Company, Docket No
00- 0710 (Revi sed)?

A Yes.

Q Was this exhibit prepared by you and
under your direction and supervision?

A Yes.

Q Are there any changes, additions, or
corrections you'd like to nake to this exhibit at
this time?

A Yes.
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Q Wul d you pl ease expl ain the changes you
propose or corrections?

A Ckay. On line 15, after the "May 14,
2000," I'd like to add "and on or about Novemnber
23, 2000," and then continues on "Cl LCO does not
oppose the proposed $12,913" and insert "and
$10, 067 adj ust nents. "

Q So add an "s" at the end of "adjustnent"”
at the end of the sentence?

A Ri ght, and then strike the foll ow ng
sentence on lines 16 through 18.

Al so, on page 3 of 4, on line 61, strike
the two sentences after "dekatherni. The first
sentence begins with "The charge represents” on
line 61. The second sentence, on |line 63, begins
"Cl LCO witness".

Q I now direct your attention to ClLCO
Exhibit 5.0 and ask you if that docunent bears the
title Prepared Surrebuttal Testinony of denn L.
Davi dson on Behalf of Central I1linois Light
Conpany, Docket No. 00-07107?

A Yes.
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Q Was this exhibit prepared by you or
pursuant to your dir ection?

A Yes.

Q Are there any changes or corrections
that you would like to make to this exhibit at this
time?

A Yes. On line 19, page 1 of 3, after
"2000" I'd like to strike ", which M. Mas

describes in his testinony."

Q Are there any ot her changes?
A No.
Q If | were to ask you the questions

appearing in ClLCO Exhibit 3.0 Revised and ClILCO
Exhibit 5.0, would your answers be the sane as
appear therein?

A As adj usted, yes.

Q And, finally, would you please explain
why you have made the changes to your prepared
rebuttal and surrebuttal testinony that you just
descri bed?

A Ckay. Although C LCO does not agree

with the reasons Staff has given for the
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adj ustments, the Conpany no | onger proposes to
recover these particular charges through the PGA

MR, SEIDEL: M. Exam ner, that conpletes ny
direct exam nation of M. Davidson

On behal f of the Conpany, | nove the
adm ssion of CILCO Exhibits 1.0, 1.1, 1.2, 1.3,
1.4, 3.0 Revised, and 5.0 and tender M. Davidson
for cross-exanination.

JUDGE ALBERS: And just so the record is
clear, of all the exhibits you ve offered to have
admtted into the record, 1.0, 1.1, 1.2 and 1.3
al ready appear on e-Docket?

MR SEIDEL: That's correct.

JUDGE ALBERS: kay. And the rest of themdo
not as they're being offered.

MR SEIDEL: That's correct.

JUDGE ALBERS: kay.

MR SEIDEL: W've tendered the copies with
t he changes that M. Davidson described physically
marked on the docunents.

JUDGE ALBERS: That's fine. 1s there any

objection to any of these exhibits?
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1 MR, FEELEY: No objection subject to cross.
2 M5. NORRI NGTON:  None.

3 JUDGE ALBERS: |'msorry; M. Norrington?
4 M5. NORRI NGTON: | said none.

5 JUDGE ALBERS: Hearing no objection, then

6 Cl LCO Exhibits 1.0, 1.1 through 1.4, 3.0 Revised,

7 and 5.0 are adm tted.

8 ( Wher eupon Cl LCO Exhi bits
9 1.0, 1.1, 1.2, 1.3, 1.4, 3.0
10 Revi sed, and 5.0 were

11 recei ved into evidence.)
12 And just stepping back to Ms. Prebil's
13 testinmony for a nonent, Exhibit 2.0 appears on

14 e- Docket, correct?

15 MR SEIDEL: That's correct.

16 JUDGE ALBERS: And 2.1 does not.

17 MR SEIDEL: That's correct.

18 JUDGE ALBERS: And, M. Feeley, do you have
19 any questions?

20 MR, FEELEY: Yes, | do.

21 CGood afternoon, M. Davidson. M nane

22 is John Feeley, and | represent the Staff.
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CRCSS EXAM NATI ON

BY MR FEELEY

Q I'"mgoing to be asking you sone
guestions about your rebuttal and surrebuttal
testi nmony.

First, if you could go to your
surrebuttal testinony, page 2, lines 32 through 34.
Do you have that in front of you?

A Yes.

Q Ckay. You state that CILCO recently
spent $2,700 to set up it's SCADA system i nspect
the tap, and adjust the neter for one of these
custoners in order to provide the gas managenent
services. The $2,700, is that in total for all
those things that you list there?

A That was for the SCADA system |
believe it is. The total exact dollars we don't
have right now, but those were estimated costs.

Q So the 2,700 covered more than just the
SCADA system It also included inspecting the tap
and other itens you list there. 1Is that right?

A Basically setting up the connections so
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that our SCADA systemcould read their neter.

Q And is it correct that C LCO enpl oyees
did such things as inspect the tap, adjust the
meter for the customers, and the managenent
services? |Is that correct?

A Yes.

Q That was Cl LCO enpl oyees doi ng t hose
things that you list there?

A Yes.

Q And for those enpl oyees that did such
things, would you agree that their wages and
benefits are recovered through CILCO s base rates?

A If they were enployed at the time of the
| ast rate case, yes.

Q Ckay. You said if they were enpl oyed at
the tine of the last rate case. The equipnent that
t hose enpl oyees woul d have used, woul d you agree
that those costs would have been included in
CILCO s base rates in its last rate case?

A No, they were not included in the |ast
rate case.

Q VWi ch equi prent wasn't?
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A The equi pnent that's |listed here that
connected the custonmer's nmeter to our SCADA system

Q Specifically what equi pnent?

A Any of the wiring. |'mnot an engi neer
so | can't state exactly what all they did.

Q kay. In order to do -- provide these
services, would it be correct to assune that these
enpl oyees woul d have used equi prent |ike trucks,
CILCO cars or trucks to get to the job site to

provi de those services? |s that correct?

A I could only assune.

Q Vel l, would they have been driving their
own cars?

A I don't know which they used. | would

assunme that they used conpany, but, you know,
wi t hout checking records | wouldn't know for sure.
Q Wuld you think it would be -- would it

be very unusual if they didn't use company

equi pnent, like CILCO trucks to get to the job
sites?
A | assune that's correct.

Q So you agree that it would be very -- so
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would it be very unlikely that they would have used
somet hi ng ot her than CILCO equi pnent, |ike C LCO
trucks, to get to those sites?

A That's correct.

Q Ckay. And woul d you agree that the
costs for those trucks woul d have been included in
CILCO s last rate case in their base rates?

A Wl |, again, assum ng when those trucks
were purchased, | nean obviously in a rate case,
you know, it's at whatever the test year's
informati on had would be used in the rate case, so
| don't know what was -- what rate -- | nean, you
know, what specific equi pmrent we had on our books
at the tine.

Q Wl |, your last rate case CILCO woul d

have recovered costs for such things as vehicles,

correct?

A Ri ght.

Q For those Cl LCO enpl oyees who went out
and provided those services, would it be -- would

you agree that those enpl oyees woul d have as their

hone office facilities of CILCOs that C LCO had
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included in its last rate case?

A I woul d assune so.

Q So they woul d have been based at
facilities that CILCO had included in the costs in

its last rate case. Correct?

A I woul d assune.

Q You woul d assumne?

A Ri ght.

Q Wl |, do you have any reason to doubt
t hat ?

A No.

Q Ckay. Let's see. Let's go to your
rebuttal testinmony. |1'mlooking at page 2 and

| ooking at lines 23 through 27.

A Ckay.

Q And you state there that nanagenent fees
are charged because ClILCO provides pipeline rate
analysis, daily and nonthly pipeline bal anci ng,
nom nati ons, scheduling, and netering. Do you see
that in your testinony?

A Yes, | do.

Q And woul d you agree -- is it correct
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that CILCO enpl oyees performed those activities?

A Yes.

Q And those CILCO s enpl oyees that provide
those facilities, they work in facilities owned and
operated by C LCO

A Correct.

Q Now goi ng down further on that page to
lines 35 through 37, you identify the nature of
costs for performng services like pipeline r ate
analysis, daily and nonthly bal anci ng, schedul i ng,
and netering. Do you see that?

A Yes.

Q Ckay. For the personnel -- CLCO
personnel would have performed those types of

services. Correct?

A Correct.

Q And costs for personnel like that would
i ncl ude wages and benefits. |Is that correct?

A Correct.

Q And woul d you agree that wages and

benefits are recovered through CILCO s base rates?

A Correct.
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Q Still on that page, up at lines 27 and
28 you state that charges for these services are
not regulated. Do you see that in your testinony?

A Yes, | do.

Q Ckay. Whuld you agree -- do you agree
that Cl LCO recorded those itens or those anounts as
utility operating revenue; that is in Account 495?

A That is correct.

Q Ckay, and CILCO did not record those as

a below-the-line itemas a non-utility incone,

correct?
A Correct.
Q Woul d you agree that the PGA nechani sm

provides the utility with the neans to recover
their costs on a nore tinely basis than a genera
rate case woul d?

A Yes.

Q And are you famliar -- you're famliar
with Section 525.40(d) of the Adm nistrative Code
correct?

A Yes.

Q Ckay, and woul d you agree that section
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-- would you agree that Section 525.40(d) provides
the mechanismto return revenues fromoff -system
sales to ratepayers on a nore timely basis than a
general rate case woul d?

A As relates to gas charges, yes

Q Still on your rebuttal testinony, lines
37 through 39, you state there that if the subject
revenues are included in the PGA then the
associ ated costs that | have just described shoul d
al so be recovered through the PGA. Do you see that
in your testinony?

A Ri ght.

Q Is that your interpretation of Section
525. 40(d) ?

A No. What that's saying is that under
Staff's approach, | don't believe that Staff is
foll owi ng what 525.4 is stating, and |I'm saying
that to make the matching, as it does for the costs
of gas for these other non-gas itens, that you
woul d have to include both the cost and revenue of
those in the PGA

Q So that's how you woul d want to apply it
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then. Correct?

A Right. To nme this applies to gas
charges, gas costs.

Q Ckay. So you woul d agree that nowhere
in Section 525.40 -- strike that.

Whul d you agree that nowhere in Section
525.40(d) is a statenent that if a cost is
recovered through an off -systemsale -- if the cost
-- wait. I'msorry. Strike that.

Where in Section 525.40(d) is it stated
that if a cost is recovered through an off -system
sale, is not a recoverable gas cost as prescribed
by Section 525.40(d), that the revenues pertaining
to that cost can be excl uded?

A Ckay. It says recoverable gas costs
shall be offset by the revenues derived from
transactions at rates that are not subject to the
gas charges if any of the associated costs are
recoverabl e gas costs as prescribed by subsection
(a) of this section, and what we're saying is that
commodity transactions -- if it's a comodity

transaction and therefore it has -- gas is used
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we're selling gas, that those revenues woul d go
agai nst these. W interpret -- or 525.4 where it
tal ks about transactions, we take that as comodity
transactions, gas charge transacti ons.

Q But woul d you agree that nowhere i n
525.40 -- nowhere in 525.40 that it states that
revenues can be excluded if -- I'msorry. Strike
t hat .

Wul d you agree that nowhere in Section
525.40 is it stated that revenues can be excl uded
if the costs do not pass through the PGA?

A Like | say, 525.4 refers to recoverable
gas charges.

Q Ckay. But it's your position that if
the -- that the revenues can be excluded if the
costs are not included as a gas cost. That's your
position. Right? That if any of the costs are not
i ncluded as a gas cost, then you exclude all the
revenues. That's your position, right?

A No, that's not ny total position. What
"' m saying, transactions that are not gas-rel ated

transactions, gas commodity transactions, are not



10

11

12

13

14

15

16

17

18

19

20

21

22

40

governed by this provision

Q Ckay. But if it's related to a gas
transaction, then it gets included, of course.
Ri ght ?

A If it's a gas transaction, not if it's a
managenent transaction, managenent service
transacti on.

Q If it's part of the same transaction,
then you woul d of fset those revenues agai nst the
costs, correct?

A I'msaying that our managenent
transactions are separate fromour gas
transacti ons.

Q That's your position, but if it's part
of the sanme transaction, then those revenues woul d
of fset the costs, correct, according to 525.40(d)?

A No. | still believe that 525.4 refers
to recoverabl e gas costs; that it's a mechanism as
you say, to keep the conmpany whole on its gas
costs, but collect or refund the cost of gas to or
fromthe customer on a nore tinely basis.

Q But if the revenues derived from sone
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service are all part of the same transaction as the
gas, providing the gas, then don't you agree that
under Section 525.40(d) that those revenues have to
of fset those gas costs?

A No. |'m saying those services are in
addition to the sale of gas.

Q Let me ask -- that's your position in
this case, but, hypothetically, if sonme provision
of service, of managenment service, is part of the
same transaction as providing the gas, revenues,
the inconme that you earn those services, have to
of fset those gas costs.

MR SEIDEL: At this point | would object that
this question has been asked and answered, and |
think that he's starting to argue with the witness.
I think M. Davidson's testinony up to this point
has been clear that he doesn't accept M. Feeley's
argunment that nanagenent fees and gas costs are the
same transaction. They're two separate
transactions. It has been asked in severa
different ways, and | think at this point it's

becom ng argunentati ve.
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MR, FEELEY: | guess I'msaying to him if
they're part of the -- assunme that they' re part of
the sane transaction

JUDGE ALBERS: You can finish your

hypot hetical, and then we'll nove on to the next
i ssue.

MR, FEELEY:

Q If the managenment fees, the services,

and providing the gas are all part of one in the
sanme transaction, then those revenues derived from
provi di ng those managenent services have to of fset
the gas costs according to Section 525.40(d). Do
you agree with that?

A I don't agree with the hypothesis. |
don't agree that they would be the sane
transaction. W sell gas to custoners off system
only. W can provide other services for them
It's our intent that the revenue -- the reason we
use the 495 for revenue is so that in a rate case
that those revenues woul d then be used to reduce
our revenue requirenents.

MR FEELEY: Just one sec ond.
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(Pause in the proceedings.)

Q M. Davidson, is it your position that
revenues woul d never offset -- that there could
never be a situation where revenues woul d of f set
the gas costs?

A I'msayi ng when we sell gas to
of f -system custoners, that revenue i s of fset the
cost of the gas.

Q Ckay. But under Section 525.40(d), it
states that recoverable gas costs shall be offset
by the revenues derived fromtransactions. Ckay.
Are you saying that there's never an occasi on when
any revenues derived fromthe transacti on woul d
of fset those gas costs?

A I'msaying the gas conmodity transaction
pi ece, the sale of the comodity.

Q And is it --

JUDGE ALBERS: | didn't hear that answer.
Coul d you say that again?

A I"msorry. I'msaying the commodity
transaction revenue is a credit to the cost of gas.

Q M. Davidson, again, | ask you
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concerni ng Section 525.40(d), do you have that in

front of you?

A Yes, | do.

Q Ckay. Can you read the first sentence
of (d)?

A "Recover abl e gas costs shall be offset

by the revenues derived fromtransactions at rates
that are not subject to the gas charge if any of
the associ ated costs are recoverabl e gas costs as
prescribed by subsection (a) of this section.”

Q Ckay. Now do you see in that sentence

that you just read the words "if any"? Correct?

A Yes.

Q Do you see that in there?

A Uh - huh.

Q And it does not state in there that if
the associ ated costs are recoverable gas costs. It

says if any, correct?

A That's right.
MR SEIDEL: 1'mgoing to object. It says
both what you just said. | object to the question

as being m sl eadi ng because you said the words "if
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any" appear in there, and |I think the second part
of your question was and it doesn't say of any of
the associ ated costs are recoverable gas costs, and
| think it says both those words.

MR FEELEY: No. |I'Ill restate my question.

JUDGE ALBERS: Yes, restate your second

guesti on.
MR FEELEY:
Q The end of that sentence says the words

"if any", correct, in there?

A Wthin that sentence it says "if any".
Q Ckay. It does not read -- well, forget
it. I'Il nmove on. It speaks for itself.

Wul d you agree that if the Comm ssion
were to adopt what CILCOis proposing in this case,
that is by not including t he revenues in the PGA
and the revenues that were derived from P&E and

Ri verton and the other one is a CILCO affiliate,

right?
A Correct.
Q Ckay. That if those revenues don't flow

into the PG, that CILCOis getting a share of the
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revenues?
A It's very -- it's possible that we are

getting a share. That is correct.

Q How is it possible? 1Isn't it true that
they are?

A W are getting a share, right. I mean
as far as how nuch, | don't know. Qher costs in a

base rate we may be | osing noney, so | nean to say
-- plus Account 495 fromthe rate case year is used
to offset our base rate requirenents.

Q If the costs -- if the revenues do flow
through the PGA, as Staff's adjustnent seeks, then
Cl LCO woul d not get any share of that. Correct?

A That is correct.

Q Ckay. Are you the famliar with the
Conmmi ssi on Docket No. 94-04037?

A I"mnot sure.

Q Docket No. 94-0403 dealt wth rul emaking
concerning Part 525. Are you famliar with that?

A At the tinme | may have skimred through
it. | don't renenber any of the particulars. |

have been working with what is published 425
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section.

MR, FEELEY: M next question | believe
contains confidential information. The fee is
confidential, correct?

MR SEIDEL: That's correct.

JUDGE ALBERS: Al right. Do you want to use
a particul ar nunber?

MR, FEELEY: You know, actually | probably can
get by without using the nunber, | think

JUDGE ALBERS: Is that all that is
confidential about it is just the particul ar
nunber ?

MR SEIDEL: There are other terns in the
contract that nmay be confidenti al

MR, FEELEY: |s a description of the anmount?

MR SEIDEL: |If he can tell me privately off
the record what the questionis, I could --

JUDGE ALBERS: Wiy don't we go off the record
for a mnute and |l et counsel know what the question
is going to be.

(Whereupon at this point in

the proceedi ngs an
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of f -the-record di scussion
transpired.)

JUDGE ALBERS: Back on the record.

MR, FEELEY:

Q M. Davidson, I'mgoing to ask you about
the PGE transaction, and |I'mnot going to say the
amount because that's confidential, but would you
agree -- could you |look at Staff Exhibit 3.1
Proprietary? It's two pages, correct?

A Ckay.  Yes.

Q And on the cover letter dated May 7,
1999, from P&E, if you | ook at that page.

A Ckay.

Q Wul d you agree that the amount for that
service on that letter they refer to, it's referred
to as a managenent service charge?

A Yes.

Q Ckay. And if you could go to the other
page of Staff Exhibit 3.1, the transaction
confirmation.

A Ckay.

Q And if you go down to the bottomin the
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box Special Condition, it states that PGE w |l pay
a nonthly and witten in is a managenent charge of
a bl ank dol |l ar anmount, and crossed out is the word
denmand.

A Yes.

MR, FEELEY: kay. And I'mgoing to have
marked for identification here Staff Cross Exhibit

1. You may have something like this in your own

records.
(Whereupon Staff Cross
Exhibit 1 was narked for
identification.)
Q Staff Cross Exhibit 1 is a two-page
docunent. It's a spreadsheet, and it states

of f -system sal es. Have you ever seen this docunent

bef or e?
A Yes, | have.
Q Ckay. And woul d you agree, subject to

check, that CILCO provided this to Staff when they
were out in the field doing their audit?
A Yes.

Q And if you could | ook at the very first
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row, there's a reference to PGE

A Ri ght.

Q Do you see that? And would you agree
that there's a dollar amount |isted in about the
fifth colum? That dollar amount is the same
dol Il ar anobunt that appears on Staff Exhibit 3.1. ?

A Yes.

Q And that dollar amount has a description
of parking service.

A Correct.

Q Ckay. So on three different occasions
this fee for sone service has been described in
three different manners. Correct?

MR SEIDEL: 1'll object to that
characterization. Wat are the three?

MR FEELEY: On 3.1 it's referred to as a
demand charge.

VR SEIDEL: Where on 3.17?

MR FEELEY: The transaction confirmation

MR SEIDEL: |It's scratched out, so
interpret that as it's expressly not referred to as

a demand charge
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MR, FEELEY: Well, | guess that could be
argued in a brief, but I mean the word -- you can
see the word dermand scratched out.

MR SEIDEL: Well, | don't know how you coul d
possibly say a word that's scratched out is nmeant
to be a description of a termin the contr act.

JUDGE ALBERS: |'Il sustain your objection in
that respect.

MR, FEELEY: Wat's the objection?

JUDGE ALBERS: | took it that he was objecting
to the characterization of a particul ar charge
being referred to as a demand charge, and while you
can argue it in your briefs, as far as accepting as

fact that it has been characterized as a denmand

charge for today's purposes, I'll sustain the
obj ect i on.
MR, FEELEY: kay. [I'll move on

JUDGE ALBERS: Before you go any further, is
Staff Cross Exhibit 1 meant to be proprietary?

MR, FEELEY: | guess it would be, probably.

MR SEIDEL: | plan to use that docunent also

to cross-examne the Staff w tness, and
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anticipated that nany of the figures that are
contained in that docunment woul d be confidenti al
and proprietary, pricing information.
JUDGE ALBERS: kay.
MR, FEELEY: Should we just treat the whole
docunent proprietary?
MR SEIDEL: It's sinpler that way.
JUDGE ALBERS: kay.
(Whereupon Staff Cross
Exhibit 1 was remarked as
Staff Cross Exhibit 1P at
this tine.)
MR, FEELEY:
Q Besi des PGRE, there's a Riverton

contract that's at issue in this proceedi ng.

Correct?
A Correct.
MR FEELEY: |1'll mark for identification

Staff Cross Exhibit 2, which is an agreenent where
the Village of Riverton -- between C LCO and
Ri verton.

MR SEIDEL: And that would be proprietary, as
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the PG&E one was?

MR, FEELEY: | suppose. W have no objection

toit being treat ed as proprietary, if it is.
(Whereupon Staff Cross
Exhi bit 2P was nmarked for
identification.)

Q Can you pl ease | ook at and review St af f
Cross Exhibit 2, the Riverton agreenent?

A Ckay.

Q M. Davidson, are you famliar with that
agr eenment ?

A Fromwhat |1've read in it, yes.

Q Have you seen it prior -- have you seen
it before prior to me providing it to you today?

A Yes.

MR. FEELEY: Stop for one second. |Is the
nature of any service providing that agreenent
proprietary?

MR SEIDEL: Let nme check.

No.
MR FEELEY: Oxay.

Q Is it correct that the gas supply
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managenent agreenent |ists several services
provided to Riverton?

A Yes, it does.

Q And is it correct that ClLCO personne
are performng those activities?

A That is correct.

Q And who provides off ice facilities and
equi pnent for those C LCO enpl oyees?

A d LCO

Q And if CILCO enpl oyees attended any
| ocal council or board neetings, who would pay for
those trips to attend those neetings?

A d LCO

Q And woul d you agree that those types of
costs which we've just discussed, office
facilities, equipnent, reinbursenent for travel
woul d be recovered in CILCO s base rates?

A That's correct.

Q And if CILCOis collecting for these
costs in base rates and then collecting from
Ri verton, wouldn't they be collecting twice for the

sane cost?
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A Vell, you' d have to assune that we are
collecting all that we're allowed to collect in
base rates. | nean this is a base rate issue that
you're talking about. If it resulted in us
over -earning what we're all owed to earn, the
Conmi ssion woul d probably call us in and nmake us
refund. W have ot her charges, other revenues in
our |ast cost of service that we may not be
receiving anynore. | mean we're talking base rate
-- rate case issues now. You're tal king about
managemnent .

Q Ckay. But if they're included in base
rates and then Riverton is paying CILCO for it,
then they're collecting twice for the same cost,
correct?

A If we were earning our full return, I
woul d say yes. That's the whol e idea of base
rates. | nean it's not a dollar for dollar
recovery.

Q Looking at the first page of Staff Cross
Exhibit 2, actually there's several bullet point

items. Do you see the sixth one down? It says
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noni t or ?
A Ckay.
Q One of the services listed, correct, is

moni tor current pricing and market condition
trends? Do you see that?

A Uh - huh.

Q Wul d you agree that that is sonething
that CI LCO gas personnel would be doing every day
to provide gas to its system custoners?

A I woul d assune so.

Q Do you have any reason to believe they
woul dn't do that?

A No. That's why | woul d assune.

Q CGoing back to Staff Cross Exhibit 1, in
the first colum the Purchaser /Pipeline --

Can | say a purchaser's or pipeline's
nane wi t hout disclosing confidential information?

MR SElI DEL: Yes.

MR FEELEY: Oxay.

Q CESI is listed several tines, correct?

A Correct.

Q And CES| is what?
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A That's our affiliate, C LCORP Energy

Servi ces, Inc.

Q CI LCORP Energy Services, Inc.? okay.
And do you know Cl LCORP Energy Services, Inc.'s
busi ness pur pose?

A It sells gas off systemto conpetitive
cust oners.

Q Subj ect to check, would you agree that

the 10K for CESI states that CESI's prinmary
busi ness is gas managenent services, including

conmodi ty purchasing for gas nanagenent custoners?

A Ckay. | woul d.

Q You' d agree with that?

A Subj ect to check.

Q Whul d you agree that that business

pur pose seens to be the sane as the off-system
transactions which CILCO the utility, is entering
i nto?

A I don't -- I'mnot sure. Sone of them
m ght be. Sonme of themmay be different, such as
the nmonitoring of the SCADA system woul d be Cl LCO

CESI woul d not be able to do that.



10

11

12

13

14

15

16

17

18

19

20

21

22

58

Q But it's correct that CILCO the
utility, does do some commodity purchasing for gas
management cust onmers?

A Coul d you conme again with that question?

Q Wul d you agree that CILCO the utility,
does do sonme gas nanagenent services?

A Yes.

Q Do you know why any of CILCO s, the
utility, custoners decided to enter into
transactions with CILCO rather than CILCO s
affiliate, CESI?

A Coul d you ask that again?

Q For those custoners of CILCO, the
utility, that take gas managenment services from
CILCO, the utility, do you know why any of them
entered into those transactions with CILCO the
utility, rather than CILCO s affiliate, CESI?

A One of themwoul d be for the reason of
being able to nmonitor on the SCADA system Since
we provide the gas needed for Riverton, we would
need to be able to nmonitor gas flows.

Q Does CESI have any enpl oyees that are
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separate and distinct from Cl LCO personnel ?

A I"mnot sure.

Q If we could look at Staff Cross Exhibit
1, would you agree that in some of the transactions
with CESI, CILCO did not charge CESI for any of the
costs of adm nistrative activities perforned by the
utility's gas personnel ?

A Sone of CILCO s enpl oyees do charge
directly to CESI accounts. Al so, on this sheet,
for the commodity cost, the comodity cost |isted
here includes a markup. This cost |isted under
Conmmodi ty and Non-Comodity is not CILCO s cost but
CILCO s cost plus a markup.

Q But do you agree that on sone occasions
CESI was not charged for a type of service that
let's say PGRE was charged for or Riverton?

A I don't believe that they were never not
charged. That wouldn't be permtted. Wen our
hol di ng conpany was set up, the affiliates have to
be charged market base or cost.

Q Looking at Staff Cross Exhibit 1P, can

you point to nme where in that exhibit CLCOis
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charging CESI for those types of managenent

servi ces?
A You can't see it in here because, as
said, this is a coomodity piece. It includes

markup in it. This schedul e does not break out the
actual cost of conmmodity fromthe cost of commodity
pl us mar kup.

Q Wul d you agree that if C LCO enpl oyees
are purchasing and selling gas for CESI, that CES
shoul d be charged for those services perfornmed by
the C LCO enpl oyees?

MR SEIDEL: I'mgoing to object. This
guestion is beyond the scope of M. Davidson's
testinmony. M. Davidson has testified what costs
that the Conpany has incurred that have been
included in the PGA, costs to be recovered through
the PGA, and M. Feeley seens to be asking him
about sone affiliate transactions which aren't
passed through the PGA. |'mnot sure what the
relevance is or howthis relates to M. Davidson's
di rect testinony.

JUDGE ALBERS: Wuld you like to respond to
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t hat ?

VMR FEELEY: Well, this Staff Cross Exhibit 1P
shows the transactions with CESI and P&E and
Riverton, and it's been our understanding of this
exhibit it appears that there's services that on
some occasions that are being provided to PGE and
Ri verton for which they are being charged, CILCOis

bei ng rei nbursed for providing the service, but

CESI is not.
MR SEIDEL: | don't think he has asked the
foundati on question as to whether -- his question

assunes that CES|I is being provided services by
CILCO, which aren't being charged, which CLCOis
not charging for, and | think that's a fact not in
evi dence.

Just for clarification, | think the fact
that there is a zero charge provided in a colum
doesn't necessarily nean -- you know, it could just
as well nean that no services were provided, and I
think M. Feeley is saying -- the question is why
didn't you charge anything for the services that

were provided, and | don't think he's established
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that there were any charges provided, and the zero
could just as well reflect the fact there were no
servi ces provided.

JUDGE ALBERS: M. Feeley, did you have
somet hing you wanted to add to that?

MR FEELEY: Just one second.

(Pause in the proceedings.)

JUDGE ALBERS: M. Feel ey.

MR FEELEY: kay. [I'll reask my question
here.

JUDGE ALBERS: Al right. I1'mgoing to
overrul e the objection for now pending your | aying
a foundation, and pl ease speed things up

MR, FEELEY: kay. Actually I'm al nost done

JUDGE ALBERS: kay.

MR, FEELEY:

Q M. Davidson, the Margin col um where
there's dol | ar anobunts, what does the dollar anount
represent?

A For managenent services provi ded.

Q In relation to supplying gas?

A No; for the different management
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services provided in the contracts.

Q Ckay. Can you go to the third row? It
says CESI, and can | say who the other customer is
wi t hout disclosing proprietary information?

MR SEIDEL: | think so. It's the anmounts
that we're nost --

MR FEELEY: Ckay.

Q See the third iten? It's CESI - N cor?
A Yes.
Q In the Margin columm there's an anount

there, correct?
A Correct.
Q Ckay. But if you go down to say three

bel ow that, CESI PG&E, in the Margin colum there's

zero.
A Ckay.
Q Ckay. Do you see that?
A Yes.
Q And if you go to about m dway down in

the month of April it says CESI - Keith. 1In the
Margin colum there's a dollar anount.

A Uh - huh.
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Q But if you go to the one right bel ow
that, CESI, there's no dollar anount.

A Uh - huh.

Q Ckay. Can you explain to ne why for
sonme CESI transactions there's a dollar anount and
for others there's zero?

A Yes. There's zero on those where all we
did was sell themgas and didn't provide any other
services. As | said, any markup on that gas is
what's included in the Conmodity and Non - Conmodity
colums, and the amount on the April one, that
represents charges from Cl LCO for financial
services provided. CESI cane to CILCO to provide
financial services for which we did not have any
physi cal gas sales to them They wanted it for a
hedge.

Q Ckay. You said for sonme that -- for
CESl that there's a markup. It appears in the
Commodity or it's in the Commodity dollar anount.
I's that correct?

A Correct.

Q Ckay. |Is CILCO able to provide nore
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detail show ng what that markup woul d be?

A Yes, they would. | think we' ve already
provided it.
MR, FEELEY: | guess could C LCO provide that

as a data request?

JUDGE ALBERS: | believe M. Davidson said
they already provided it, so.

MR SEIDEL: In our testimny M. Davidson
testifies that approximately -- there was an
approxi mately $42, 000 anount that represents
revenues from gas charges in excess of gas costs
that were flowed through the PGA

MR FEELEY: And | guess with regard to this
CESl, can you provide the detail showi ng what the
mar kup was for those itens that appear on Staff
Exhi bit 1P?

A Yes. It has already been provided to
Staff, but we could, yes.

Q So you could, or if you' ve already
poi nted, you would point out what data request or
what correspondence it's included in?

A Ri ght.
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Q The Company woul d agree to do that?

A Yes.

JUDGE ALBERS: Al right. 1Is that sonething
Staff wants as a late-filed exhibit or are you just
wanting the information?

MR, FEELEY: Right now we would just |ike that
i nformati on.

MR SEIDEL: | think we may have provided this
information to Staff in response to a verbal data
request, and perhaps at a break sometime we can
consult with Staff and see if the information they
are looking for is what we provided previously in a
response to a request.

JUDGE ALBERS: kay. Wy don't we do that
t hen.

VMR FEELEY: That's all the cross | have.

At this tine I'd nove to admt |ICC Staff
Cross Exhibit 1P, Of -System Sal es for 2000, a two-
page docunent, and Staff Cross Exhibit 2, a
Confidential Gas Supply Management Agreenent for
the Village of Riverton, and of course Staff Cross

Exhibit 1P is al so confidential or proprietary.
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JUDGE ALBERS: Any objection?

MR SEIDEL: | don't believe I have an
objection, but just to nmake sure | have the -- |I'm
quite confidential with respect to the two
contracts, | have a copy of those, but in the
context of discovery, so many spreadsheets and data
get passed back and forth I'd just |like to make
sure if | could ask Staff to provide ne a duplicate
of Staff Exhibit 1. -- isn't the spreadsheet Staff
Cross Exhibit 1?

MR FEELEY: Yes. Here you go.

MR, SEIDEL: Then |I have no objection.

JUDGE ALBERS: (kay. Hearing no objection,
then Staff CGross Exhibit 1 and 2 are both adm tted.

(Whereupon Staff Cross
Exhibits 1P and 2P were
recei ved into evidence.)
And, Ms. Norrington, it's ny
under st andi ng that you were just going to be
listening in by phone and woul d have no cross
t oday.

M5. NORRI NGTON: R ght.
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JUDGE ALBERS: You're still there.

M5. NORRINGTON:  Yes, I'mstill here. | was
worried about you guys a couple of tines there.

JUDGE ALBERS: kay. Do you have any redirect
for M. Davidson?

MR SEIDEL: Yes, | believe | wll.

Just for clarification, what exhibit --

ny exhibits may not be correct.

MR FEELEY: Staff Cross Exhibit 1P is the
two- page off-system sal es spreadsheet.

MR SEIDEL: Ckay.

MR, FEELEY: And 2 is the Riverton agreenent.

MR, SEIDEL: kay, and 3.1 was al ready
of f er ed.

MR, FEELEY: That's already in evidence.

MR, SEIDEL: kay. That's where | got m xed
up. Thank you.

JUDGE ALBERS: Do you have any redirect?

MR SEIDEL: Yes, | do.

JUDGE ALBERS: kay. Of the record for one
m nut e.

(Whereupon at this point in
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the proceedi ngs an
of f -the-record di scussion
transpired.)

JUDGE ALBERS: We're back on the record

MR, SEIDEL: Thank you

REDI RECT EXAM NATI ON

BY MR SElI DEL:

Q M. Davidson, with respect to any of the
services that were provided as managenent -- that
were charged and col |l ected as nanagenent fees in
the contracts and transactions that you were
cross-exam ned by M. Feel ey about, were any of
these services being performed by Central Illinois
Li ght Conpany for these custonmers during the test

year that was used in the Conpany's | ast rate case?

A For CESI? As it relates to CESI?

Q CESI, PGE, or Riverton

A Coul d you repeat the question?

Q Were any of the services that CLCO

charged nmanagenent fees in the year 2000 bei ng
performed by CILCO for off -system sal es custoners

during the test year in the Conpany's last rate
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case in approximately 19947

A No.

Q Was the SCADA systemin place during the
test year that the Conpany used for the last r ate
case?

A No. We got a new SCADA system

MR FEELEY: I'msorry. | didn't -- could you
-- what was the -- could the Court Reporter read
back the answer? | didn't --

JUDGE ALBERS: Just repeat the answer,

M . Davi dson.

A Ckay. The SCADA systemis different.
W& have a new SCADA system now.

Q M. Feel ey asked you sone questions
regardi ng the anounts included in Account 495 and
particularly with respect to your statenent that
the particular transacti ons were not regul ated.
VWhat did you nmean by not regul ated?

A That there weren't any filed tariffs or
contracts with the Conmi ssion.

Q In other words, the charges were not set

or filed with the Conm ssion?
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A Correct.

Q Now referring to Staff Cross-Exam nation
Exhibit 1.0, with respect to the itens listed as
P&GE ANR Par ki ng Services, does that exhibit show
any anounts for vol unes of gas being supplied to
PGRE?

A No.

Q Are there any conmodity costs or
non-commodi ty costs bei ng charged and col | ected
from PG&E on that exhibit?

A No, there's not.

Q And with respect to the Iines on Staff
Cross Exhibit 1.0, referring to CESI, do any of the
entries that reflect dollars being collected for
managenent fees reflect that any gas volunes are
bei ng supplied to CESI?

A No. There are no gas vol unes.

Q On those particular entries where CESI
i s being charged a managenment fee, are there any
gas costs being collected from CESI ?

A No.

Q Are any gas costs associated with the
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line entries for CESI that contai n managenent fee
revenues, do those lines reflect that any revenues
were collected or gas costs charged for physica
commodi ties of gas supplied to CESI?

A There was no physical gas supplied or
revenues for commodity.

Q Just so I'mclear, for the transactions
whi ch refl ect a managenent fee being coll ected.

A Correct.

Q Wth the possible exception of one line
itemfor January which the purchaser/pipeline is
referred to as Ncor. |Is that correct?

MR. FEELEY: 1'mgoing to object. He's
| eadi ng the wi tness here.

JUDGE ALBERS: Sust ai ned.

Q M. Davidson, are there any lines with
respect to the transactions for CESI where a
managenent fee was collected where there were gas
vol umes suppl i ed?

A There's on the third |ine.

Q And the exhibit reflects the anount of

vol ume supplied and the amount of commodity c harges
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collected on that line. |Is that correct?
A Unh - huh.
Q Wth respect to those entries on this

exhibit for CESI where no nanagenent fees were
assessed, what, if any, managenment services were
provided to CESI by C LCO?

A None.

Q And with respect to the PGE entries

that contain the further description of parking

10

11

12

13

14

15

16
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22

service, what is your understandi ng of what parking

servi ce?
A VWhat parking service is?
Q Yes.
A That's where they would drop of f gas

into our service systemfor delivery later to a

nmetered point that they designate.

Q Does it involve purchase and sal e of gas

bet ween P&E and CILCO or is it PGRE-owned gas?

A P&GE drops the gas off into CILCO s

facilities.

Q For clarification, that's not gas that

they purchase fromCLCO Aml

correct?
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A Correct.

MR SEIDEL: That's all the questions we have
for M. Davidson on redirect.

JUDGE ALBERS: Any recross?

MR, FEELEY: Yeah, | just have one or two
guesti ons.

RECROSS EXAM NATI ON

BY MR FEELEY:

Q M. Davidson, |ooking at the Commodity
and Non-Commodity colums on Staff Cross Exhibit 1,
if there's a dollar anobunt that appears in the
Commodi ty col umm, should there be a vol une
associated with that dollar anount?

A Yes, there shoul d.

Q So | ooking at page 1 of Staff Cross
Exhi bit 1, CESI - Keith, do you agree that there's
a dol l ar amount shown there in the Commodity
colum? Do you see a dollar amount shown there,
wi thout stating what it is?

A Yes, | do.

Q In the Volunme colum though it shows a

zero?
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A In this case, and | guess | did respond
incorrectly to you as far as that there should be
volumes. No, there shouldn't. These are, again,
the financial positions that CILCO provided to
CESl, and the gains or | osses on those and the
brokers fees are included in this anount, and the
reason that they're included here in revenue is
because in our cost of gas we al so include that
expense, so in order to get a zero effect in the
PGA, we need to show the revenue in that colum.

MR, FEELEY: That's all | have. Thank you.

JUDGE ALBERS: kay. Thank you, M. Davidson.

(Wtness excused.)
M. Feeley, if you could please quickly
call your first wtness.

VMR FEELEY: Sure. |1'Ill take them out of
order. One of ny witnesses | believe won't be
crossed, so I'll just put himon first.

At this time we would call Dennis

Ander son.
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DENNI S L. ANDERSON
called as a witness on behalf of the Staff of the
[I'linois Commerce Commi ssion, having been first
duly sworn, was examned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR FEELEY:

Q Coul d you pl ease state your nane for the
record?

THE W TNESS:

A Dennis L. Anderson.

Q And by whom are you enpl oyed?

A The Il linois Commerce Conmi ssion.

Q M. Anderson, do you have in front of

you a docunment which the Court Reporter has marked
for identification as I1CC Staff Exhibit 2.00 which
is the Direct Testinmony of Dennis L. Anderson?

A Yes, | do.

Q Was t hat docunent prepared by you or
under your direction, supervision, and control ?

A Yes, it was.

Q Do you have any additions, deletions, or

nodi fications to nmake to ICC Staff Exhibit 2.00?
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A No.

Q If | were to ask you today the sane
series of questions set forth in ICC Staff Exhibit
2.00, would your answers be the sanme as set forth
in that docunent?

A Yes, they would be.

MR FEELEY: At this tinme |I'd nove to admt
ICC Staff Exhibit 2.00, Direct Testinmony of Dennis
L. Anderson, which consists of eight pages of
narrative text.

JUDGE ALBERS: Any objection?

MS. NORRI NGTON:  No.

MR, SEI DEL: No.

JUDGE ALBERS: Staff Exhibit 2.00 is admtted.

(Whereupon Staff Exhibit
2.00 was received into
evi dence.)

JUDGE ALBERS: Any questions for M. Anderson?

MR, SEIDEL: No, we have no questions.

JUDGE ALBERS: Ckay. Thank you

VMR FEELEY: Thanks.

(Wtness excused.)



10

11

12

13

14

15

16

17

18

19

20

21

22

78

JUDGE ALBERS: And is Exhibit 2.00 on
e- Docket ?
MR FEELEY: Yes.
JUDGE ALBERS: kay.
MR FEELEY: And the e-Docket one is accurate
and consistent with this one.
JUDGE ALBERS: Al right.
VMR FEELEY: At this tinme Staff would call its
next w tness, Bonita A Pearce
BONI TA A, PEARCE
called as a witness on behalf of the Staff of the
[I'linois Commerce Commi ssion, having been first
duly sworn, was examned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR FEELEY:

Q Coul d you pl ease state your nane for the
record?

THE W TNESS:

A Bonita A Pearce.

Q And by whom are you enpl oyed?

A The Illinois Commerce Conmi ssion

Q Ms. Pearce, do you have in front of you
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a document which the Court Reporter has marked for
identification as ICC Staff Exhibit 1.0, Direct
Testinmony of Bonita A Pearce? It consists of
ei ght pages of narrative text and three schedul es.

A Yes, | do.

Q Was that docunent prepared by you or
under your direction, supervision, and control ?

A Yes.

Q Do you have any additions, deletions, or
nodi fications to make to ICC Staff Exhibit 1.07?

A No.

Q If I were to ask you today the sane
series of questions set forth in ICC Staff Exhibit
1.0, would your answers be the sane as set forth in
that docunent ?

A Yes.

Q Ms. Pearce, do you have in front of you
a document which the Court Reporter has marked for
identification as I1CC Staff Exhibit 3.0, the
Rebuttal Testinony of Bonita A Pearce dated
Sept enber 20017

A Yes.
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Q Was t hat docunent prepared by you or
under your direction, supervision, and control ?

A Yes.

Q Are there any additions, deletions, or
nodi fications to nmake to I CC Staff Exhibit 3.0,
your rebuttal testinony that was previously filed
with the Conmi ssion?

A Yes. | made sone minor nodifications
based on the fact that the Conpany had accepted the
second adj ustnent proposed by M. Anderson

Q Ckay. Could you briefly go through

those changes?

A Yes. On the cover page | changed the
date, and on page 2, line 26, starting after
"reconciliation" with "M. Anderson", | deleted

that entire sentence.

Coing down to line 35, | changed the
wording there. | deleted the words -- after the
sentence that begins "CILCO', | del eted words "has
agreed to one of", and | replaced that with "does
not contest”, and then on line 38 | deleted the

part that said "issue and one of the overrun
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penalty charge", and then | deleted the "s" on
"adj ust ment s".

Q And are those all the changes that were
made to your prefiled testinony?

A Yes.

Q And those changes are reflected in
copi es provided to the Court Reporter?

A Yes.

Q Ckay. If I were to ask you today the
same set of questions set forth in ICC Staff
Exhibit 3.0, the Rebuttal Testinmony of Bonita A
Pearce, woul d your answers be the sane as set forth
in that docunent?

A Yes.

MR FEELEY: At this tine Staff would nove to
admt 1CC Staff Exhibit 1.0, the Direct Testinony
of Bonita A Pearce, and ICC Staff Exhibit 3.0, the
Rebuttal Testinmony of Bonita A Pearce.

JUDGE ALBERS: Is Exhibit 1.0 on e-Docket?

MR, FEELEY: Yes.

JUDGE ALBERS: There's no changes between

what's on e-Docket and what we have today?



10

11

12

13

14

15

16

17

18

19

20

21

22

82

MR FEELEY: 1.0, no.

JUDGE ALBERS: And Schedules 1, 2, and 3 are
all public?

MR FEELEY: Yes.

JUDGE ALBERS: (kay. And is the Revised 3.0
on e-Docket?

VMR FEELEY: Yes, it is.

I have one other thing.

JUDGE ALBERS: The Revised 3.0 is on e -Docket.

MR, FEELEY: Onh, I'msorry; no.

JUDGE ALBERS: kay. And 3.1, the proprietary
attachnment, has that been submtted on e-Docket as
far as the Gerk's Ofice having a copy of it?

MR FEELEY: Yes.

JUDGE ALBERS: kay.

MR SEIDEL: Just for clarification, to ne

e- Docket means you can go to the Wb site and pull

it up. | don't think it is on the Wb site because
it --

MR, FEELEY: | can expl ain.

JUDGE ALBERS: Well, | think if you go to

e- Docket, you're going to see this.
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MR SEIDEL: Onh, you get that. Okay.

MR, FEELEY: The proprietary section of
e- Docket, which is ny understanding only conputer
personnel have access to, they would see 3.1, but
nysel f and nost everyone else can't get to that.

JUDGE ALBERS: Even ne.

VMR FEELEY: So | believe | overlooked Staff
Exhibit 3.1. I'd also nove to admt Staff Exhibit
3.1, both the proprietary and public version.

JUDGE ALBERS: (kay. Any objection to any of
these Staff exhibi ts?

MR, SEI DEL: No.

JUDGE ALBERS: kay.

M5. NORRINGTON:  No objection.

JUDGE ALBERS: Then all these Staff exhibits
are adm tted.

(Whereupon Staff Exhibits
1.0, 3.0 Revised, 3.1, and
3. 1P were received into
evi dence.)

JUDGE ALBERS: Any questions for Ms. Pearce?

MR SEIDEL: Yes, | have a few.
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JUDGE ALBERS: kay. Go ahead.
MR, SEIDEL: Thank you
CRCSS EXAM NATI ON

BY MR SEl DEL:

Q Ms. Pearce, according to your direct
testimony, one of the adjustnents that you sponsor
specifically on page 4, and | believe it's around
line 90 in the original testinmony before you nade
the corrections, but basically am| correct that it
i nvol ves a reclassification of managenment fee
revenues?

A I"msorry. Are you in the direct

testinmony or the rebuttal testinony?

Q Yes, the direct.
A Yes, | see where you are.
Q And is the anount of your proposed

adjustmment for the reclassification of managenent
fee revenues $49, 1207?

A Yes, it is.

MR, SEIDEL: Your Honor, at this point | have
a short series of questions that break down that

amount, and they pertain to specific agreenents
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sol'd like to have that portion of

the transcript nmarked confidential.

JUDGE ALBERS: kay. W'Ill go in canera at

this point then.

(Whereupon at this point
the parties agreed the

pr oceedi ngs woul d be

consi dered proprietary and
are contained in the
separate in canera

transcript.)
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CONTI NUATI ON OF PUBLI C RECORD

CROSS EXAM NATI ON ( Cont ' d)

BY MR SEI DEL:

Q At page 3 of your direct testinony, line

and it may be your rebuttal. | stand

corrected. Strike that. Let me start over.

line 49, you state:

Code 525. 40( d)

At page 3 of your rebutta

testi nony,

"83 Illinois Adm nistrative

requires that the margin offset the

gas costs."

VMR FEELEY: | don't see that in her
testi nmony.

A | don't either.

Part

MR SEl DEL: Isn't it rebuttal ?

MR, FEELEY: Not exactly.

A I say: "83 Illinois Adm nistrative Code

525.40(d) states that:", and then | actually

guote that section

MR SEIDEL: Well, we mght be reading

different lines here. |'mlooking at

your

rebutt al

MR FEELEY: Hold on a second.

line 49 of
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A I's that the revised version?

MR, FEELEY: Maybe it's the difference between
what you got off -- you know, she revised that.

MR SEIDEL: It is still my line 49.

JUDGE ALBERS: What | anguage are you | ooki ng
for, M. Seidel?

MR SEIDEL: My 49 -- actually it begins on
i ne 48.

MR, FEELEY: Wiit. Are we in --

MR, SEIDEL: Rebuttal.

JUDGE ALBERS: Wiit. What |anguage though are
you referring to?

MR SEIDEL: It begins on line 48, the end of
line 48, and continues on |ine 49.

JUDGE ALBERS: Well, what are the actual
wor ds?

MR, SEIDEL: The words |I'm |l ooking at are 83
[I'linois Administrative Code 525.40(d) requires
that the margin offset the gas costs.

A That's actually on lines 46 and 47 of
this version.

Q Ch, | see. I'mlooking at the redlined
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version, so that probably throws the |lines off.
Ckay. Well, we're at the sanme page now anyway.

A Yes.

Q So you do see where that phrase appears.
Am | correct that the word "margi n* does not appear
in Section 525.407?

A In any part of Section 525.407

Q Correct.

(Pause in the proceedings.)

A | don't see it.

Q On page 4 of your rebuttal -- it's a
little confusing. The revised version has got ny
nunbers all nessed up, so | apol ogi ze.

It's in the question that states: "D d

M. Davidson nmake any other argunments related to
your of f-system sal es adjustnent that you found
convi nci ng?" That's on page 4, but the answer is
on page 5. Have you found that place in your
testi nmony?

A Yes.

Q Actually, it's right above the question

on page 4. It's the top line, line 74, where you
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say "CILCO al so believes the supply of gas and the

associ ated services... Have you found that part
yet?

A Yes.

Q And specifically I'mfocusing on the
supply of gas. Wuld you agree that to obtain the
gas that CILCO supplies, CLCO nust make paynents
to pipelines and gas suppliers?

A Yes.

Q Are the costs of associated services,
such as sal aries and overheads for C LCO enpl oyees,
and the depreciation and return on investnent for
CILCO assets utilized to provide the services,
recoverabl e gas costs as prescribed by subsection
(a) of Section 525.407?

MR, FEELEY: Could you re -- could you give
the question again? It was a |ong question.

MR SEI DEL: Sure.

Q Are the costs of associated services,
such as sal aries and overheads for C LCO enpl oyees,
and the depreciation and return on investnent for

CILCO assets utilized to provide the services,
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recoverabl e gas costs as prescribed by subsection
(a) of Section 525.40?

MR, FEELEY: | guess | object to the question
as such as. |Is that neant to be an exclusive |ist
or are you specifically just referring to those
items, depreciation, the two or three itens that
you list, or are you -- is that just an exanple of
some of the costs? O are you specifically
addressing depreciation and the other itens that
you listed there?

MR SEIDEL: | guess ny question is with
respect to the witness's testinony regardi ng or use
of the words associ ated services, to the extent
that the associated services would include costs
such as sal aries and overheads for ClLCO enpl oyees
and the depreciation and return on investnent for
CILCO assets utilized to provide the associ ated
services, are these costs recoverable gas costs as
prescri bed by subsection (a) of Section 525.407

MR, FEELEY: (kay. | guess mny objection is
that I think the question is vague, if costs is

meant to nean sonet hing nore than what you're



10

11

12

13

14

15

16

17

18

19

20

21

22

specifically listing there, or are you just
speci fically neaning those costs?

MR SEIDEL: Just those costs.
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MR, FEELEY: The depreciation and those ot her

items that you list.

MR SEIDEL: Right.

MR FEELEY: Oxay.

JUDGE ALBERS: You're okay?

MR, FEELEY: Yeah

JUDGE ALBERS: kay. Do you still have the
guestion?

A Are those recoverabl e gas costs as

defined by section (a) of 525.40? |Is that the

guestion?
Q Correct.
A I don't see those here.
Q Al so on page 4 at approximately the same

| ocation, you state that these activities are
simlar to service perforned to supply gas to
jurisdictional customers. Are the costs of these
activities perforned for jurisdictional customers

recovered through the PGA?
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A The sane types of costs that you just
nmenti oned previously, salaries, overhead,
depreci ati on?

Q Il wouldn't Iimt it to that because what
I"mfocusing on is your statement that the
activities are simlar, and I'mwondering -- ny
guestion specifically is are these simlar services
that you're referring to, are the costs of those
simlar services performed for jurisdictional
custoners recoverabl e through the PGA?

A No.

Q So, for exanple, is the cost of netering
services provided to jurisdictional customners
recovered through the PGA?

A | don't believe so.

Q If CILCO used neter t echnicians to
mai ntai n neters under the contracts that you
propose to make adjustnments for, is your position
that the revenues for neter maintenance shoul d be
i ncl uded in the PGA?

A Is this a hypothetical question or

related directly to one of the contracts?
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Q A hypot hetical question.

A I would have to see what docunent it was
contained in, howthe contract was witten and how
the transaction was actually put together before
coul d answer that.

Q Vell, would this help the hypothetica
if we assumed for the purposes of the hypothetica
that the contract included a separate meter charge?
Wuld it be your position that the revenues for
nmet er mai nt enance shoul d be included in the PGA?

A So it's a contract that includes the

sal e of gas along with these other services?

Q Correct.

A It's all part of one document?
Q Yes.

A Again, | really wouldn't feel

confortabl e answering that unless | could see the
docunents at hand that were presented.

Q Maybe to give some nore substance to the
hypot heti cal, could you | ook at the Riverton
contract? And on the signature line there's a

heading in bold print called Future Val ue-added
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Services. Do you see that point?

A | seeit.

Q And the first bullet point is conduct a
feasibility study to elimnate Riverton's odori zer
Do you see that provision?

A Yes, | do.

Q Wuld it be your view that any charges
collected to conduct that feasibility study shoul d
be passed through the PGA?

A Any of the revenues collected by C LCO
as relates to this contract, should those be run
t hrough the PGA?

Q Vel |, specifically with respect to the
feasibility study.

A I can't really address itens pieceneal
I"maddressing themin ny testinmony based on this
docurent which includes the sale of gas and these
ot her servi ces.

Q But am1l correct that --

A And ny position is that t hose itens
shoul d go through the PGA, those revenues.

Q There's no revenue in this contract that
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you woul d exclude fromthe PGA. Is that correct?
A Yes.
Q And is there any -- am|l correct that

the cost of providing that feasibility would not be
collected through the PGA or you woul d not support
the collection of the cost to provide the
feasibility study through the PGA?

A Vell, I"massuming that it would be
performed by CILCO enpl oyees.

Q Correct.

A And that those salaries would be itens
that woul d be recovered through base rates
typically.

Q Just to take it a step further, and you
woul d not support the recovery of those costs
t hrough the PGA.

A If the costs relate to salaries of CLCO

enpl oyees, that is correct. Those would go through

base rates.
Q CI LCO has described the revenues that
you propose to adjust as managenent fees. Is it

your position that C LCO has not provided services
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in connection with these contracts that use Cl LCO
enpl oyees and assets to hel p the custoner manage
their gas supply?

A That's not ny position.

Q How do you define transaction?

A In this particular case, if you're
referring to the Riverton contract, I'mdefining it
by this contract. |I'mtreating this contract as a
transacti on.

Q So thisis -- the Riverton is an exanple
of a transaction.

A Yes.

Q Is there a general definition that you
use to help the Conm ssion or ClLCO understand what
constitutes a transaction beyond this exanple?

A A general definition? | don't think so.

Q If CILCO provi ded nanagenent services
wi t hout supplying gas comodities, would the
revenues that ClILCO collected as charges for its
managenent services be passed thr ough the PGA?

A Again, that's a hypothetical exanple,

and in ny testimony |I'm addressing this particul ar
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transaction that's occurring where it's part of a
sale of gas. It's all part of one transaction

Q In terns of a hypothetical, if when this
contract was renewed CILCO entered into a contract
that said -- that contained the sanme provision for
provi sion of management services described in the
contract for the same charges but deleted all the
provisions with respect to the supply of gas and
the custoner obtained its supply of gas from
Panhandl e Eastern Pipeline, for hypothetical
pur poses, in that instance would the revenues
collected for the nanagenent services be passed
t hrough the PGA?

A I would have to evaluate it at the time
based on the docunents that were presented to nme at
that tine.

Q Vell, I'"'mtrying to make your eval uation
| ess conplicated by proposi ng hypothetically that
the only difference between the contract you did
review and the contract that |'m proposing
hypothetically is that the hypothetical contract

has no provision for the supply of a commodity of
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gas and sinmply contains those provisions related to
t he managenent services for the charge stated in
that contract.

MR, FEELEY: kay. You know, | think this is
the third time that M. Seidel has asked that
guestion, and she's given her answer, so |'d object
as being asked and answer ed.

JUDGE ALBERS: You had sone | eeway with
M. Davidson. 1'mgoing to grant M. Seidel one
more attenpt.

A M/ response would be that in this
particul ar case those services were rendered in
conjunction with a sale of gas, and Section
525.40(d) states that the -- that if any of the
associ ated costs are recoverabl e gas costs, then
the recoverabl e gas cost should be offset by the
revenues derived fromthe transactions, and | t hink
that is -- the application of that provision is
what gave rise to this adjustnment, and so to try to
split it out, | really can't conment on a
hypot het i cal

Q So, in other words, it's the existence
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of the recoverable gas costs in that contract that
make those revenues an itemthat should be passed
through the PGA. Is that what you' re expl aini ng?

A That woul d be ny under st andi ng of
Section 525.40(d).

Q And so if the contract did not contain
any provisions for the sale of the cormodity of
gases, you woul dn't be proposing an adj ustnent.

A I would think not.

Q Let's say if CILCO had two separate
agreenents, one for the provision of the nanagenent
services in that contract and anot her docunent that
provi ded for the sale of gas, in that case what
woul d be your opinion as to whether the revenues
ought to be a separate contract for managenent
servi ces?

MR. FEELEY: 1'd object to this question on
rel evance and foundation. There's been no
foundation laid that that's actually in existence
in this case, and if that's not the case, then it's
not relevant in this proceeding.

JUDGE ALBERS: Do you want to respond?
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MR SEIDEL: Well, the relevance is I'mtrying
to get a better understanding of what the witness's
recommendation is to the Conm ssion as to what
constitutes a transaction on the -- with respect to
the operation of the PGA, Part 525, and | may
di sagree with her interpretation, but it would al so
be hel pful to know for purposes of future
transacti ons whether we're going to run afoul of
the witness's proposal regardi ng adjustnents.

JUDGE ALBERS: The objection is overrul ed.

A Ckay. | thought | had stated this
already, but in this particular case it was a
transaction that included a sale of gas, and |
bel i eve Section 525.40(d) states that the
recoverabl e gas cost shall be offset by the
revenues derived fromthe transaction at rates that
are not subject to the gas charges if any of the
associ ated costs are recoverabl e gas costs as
prescribed in subsection (a) of this section, so in
this instance there was a sale of gas. This
contract, in nmy opinion, is a transaction, and that

is why these revenues have been offsetting the gas
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costs inthe PGA. | really don't feel like I can
conment on a hypothetical situation that |I haven't
seen.

Q Just one last attenpt at this that may
help clarify it for us in the future. |If there
were two separate contracts, one for nanagenent --
one that provided for the managenment fees in this
contract and another one that provided for the
charges for the gas supplied, if this docunment was
split into two contracts, would that be two
transactions or would that be one transaction? And
the reason | ask this is to understand what you
nmean by transaction.

A And | would say, again, that | think
that woul d depend on how the contracts are worded.
It's hard to say without actually seeing sonething
in witing.

Q Now turning your attention to Staff
Cross-Exam nation Exhibit Nunber 1.0, would you
accept, subject to check, that in the colum for
vol umes of gas supplied to CESI, the entries on

those |lines where a managenent fee margi n i ncl uded
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in your adjustnment was made contai ned zero?

MR, FEELEY: | guess can you restate the
guestion again? It's hard to follow

MR SEIDEL: Ckay.

Q On any line for CESI where you propose
an adjustment for managenent fees contained in the
Margi n colum, sonetines it's described as -- a
further description is contained of Keith, are
there any vol unmes being supplied on those |ines?

A The only one | see is the third item
down, that CESI - N cor. That also has an anount
in the Margin col um.

Q Ckay. Directing your attention to the
Ri verton agreenent, what did Staff mark that
exhi bit?

MR, FEELEY: Nunber 2.

Q Staff Cross Exhibit Number 2. Are you
aware of any costs incurred by CILCO to provide the
managenent fee services described in that contract
that are paid to pipelines or gas suppl iers?

MR FEELEY: | guess |'d object to the

guestion, just lack of foundation. | don't know if
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this witness is in a position to answer that
guesti on

JUDGE ALBERS: |I'mgoing to overrule that. He
asked if she's aware of it, and if she's not aware
of anything, that will be her answer.

A Coul d you state the question agai n?

Q Are you aware of any of the costs being
incurred by CILCOto provide the nanagenent fee
services described in the R verton contract that
are being paid to pipelines or gas suppliers?

A I''mnot aware of any.

Q In the particular contract, isn't there

a separate charge to the custonmer for gas comodity

suppl i ed?
A I"msorry. Could you say that again?
Q In the contract, isn't there a separate

charge to the customer for gas comodity suppl ied?
A There's a comodity, yes.
Q And that charge is in excess of the cost
CI LCO pays for gas, is it not?
A | don't know.

Q I's there a record you revi ewed t hat
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suggests to you that the revenues fromthe separate

charge did not exceed the cost of gas paid by

d LCO?
A Is there a record | revi ewed?
Q Correct.
A I reviewed this agreenent.
Q In connection with your audit, did you

review any record that suggested or showed you that
the charges collected for the gas sold were |ess
than the cost of the gas that CLCO paid for in
order to supply the gas?

A [''mnot aware of it.

Q Wul d you agree that to the extent that
the revenues coll ected pursuant to the gas charge
in the contract were in excess of costs, that
benefits PGA custoners?

A If the revenues are run through the PGA
to offset the costs and those exceed the costs,
that shoul d benefit the PGA custoner.

Q. If CILCOis not pernmitted to defray the
costs of providing the nanagenent services because

the revenue derived fromthe services nust be
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passed through the PGA, wouldn't you expect the
conpany to avoid these unrecoverable costs by
termnating the contract?

MR FEELEY: 1'll object to that question. It
calls for speculation on the part of this wtness.

JUDGE ALBERS: Sust ai ned.

MR SEIDEL: Let ne ask it in a way possibly
that won't call for specul ation.

Q What incentive would CILCO have to
continue to provide these nanagenent services if it
is unable to defray the cost of providing these
servi ces because the revenue derived fromthe
servi ces nmust be passed through the PGA?

MR FEELEY: 1'll object to the question. It
still calls for speculation on, you know, what's an
incentive to CILCO. She's not in a position to
know.

JUDGE ALBERS: Sust ai ned.

Q Is the electricity that Central Illinois
Li ght Conpany provides to the Village of Riverton
-- would revenues collected by CILCO for

electricity provided to the Village of Riverton be
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passed through the PGA if they were part of this

contract ?
MR, FEELEY: | guess | object to that question
on relevance. |If they were part of this contract?
MR SEIDEL: Correct. | guess the rel evance

is l'mtrying to understand what transactions or
what about this particular contract nakes all the
revenues coll ected under it sonething that should
be passed through the PGA, and, in particular, I'm
saying if the next time we renew this particul ar
contract with the Village of Riverton, if we add an
Exhi bit A which includes the Conmpany's electric
services and we collect our -- the docunent
contains this agreenment and our agreenent for
electric services, would it be the witness's
position that the revenues we collected for
electricity need to be passed through the PGA?
Because we don't want to do that if that's the
case.

JUDGE ALBERS: |'Il sustain that objection as
wel | .

MR SEI DEL:
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Q Turni ng your attention to the adjustnment
for the PGE ANR parking transactions, could
parki ng service be fairly described as the
tenporary use of CILCO s gas supply systemor, in
ot her words, a situation where the customner
delivers its gas to the CILCO Ctygate and Cl LCO

subsequently r edelivers the gas to the original

cust onmer ?
A | believe so.
Q In order for CILCO to provide that

service, is it necessary for CLCOto have
enpl oyees to verify receipt availability, perform
nom nati ons, and cal cul ate fuel |o0ss?
A I'"'mnot an engineer, and | don't know
what all goes into the services that are necessary.
Q Do you know whet her CI LCO could perform
this service if it did not have a storage field and

rel ated assets to facilitate intraday volunetric

SW ngs?
A I can't really answer that question.
Q Do you know whet her there are costs

incurred by CILCO related to parking service that
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are not paid to pipelines or gas suppliers?

A | don't know.

Q I think this mght be nmy | ast question.
If you're not famliar with the costs that C LCO
i ncurred, may have incurred to provide the parking
service, what | ed you to conclude that the parking
servi ce revenues should be recovered or flowed
t hrough the PGA?

A | was given a sunmary of off -system
sal es by the Conpany, and in that summary in the
col um headed up Margin, those are the anounts that
are contai ned in ny adjustnent.

Q Isn't it correct -- so you're relying
principally on this Staff Cross Exhibit 1.

A As the basis for nmy adjustnent, yes.

Q And doesn't that exhibit show that no
vol unes of gas were supplied to PGE under the
par ki ng service arrangenent?

A It shows zero vol une.

MR SEIDEL: | think we may be fini shed.

That concl udes our cross.

JUDGE ALBERS: Ckay.
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M. Feeley, any redirect?

MR, FEELEY: Maybe a brief redirect, if | can
have a few mi nutes.

(Wher eupon a short recess
was taken.)

JUDGE ALBERS: kay. What have you got?

MR, FEELEY: |1've got a few, brief redirect
guesti ons.

REDI RECT EXAM NATI ON

BY MR FEELEY:

Q Ms. Pearce, do you recall the questi on
fromM. Seidel regarding what you relied on to
make the PGEE adjustnment? Do you recall those
guesti ons?

A Yes.

Q And you stated that you rel ied on the
of f -system sal es whi ch has been narked as Staff
Cross Exhibit 1. 1Is that what you answered?

A That as well as the attachment to ny...

Q I's there anythi ng el se besides the
of f -system sal es spreadsheet which you relied on?

A Yes. | relied --
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Q Ckay. And what is that?

A Exhibit 3.1, which was attached to ny
rebuttal testinony.

VMR FEELEY: That's all | have.

JUDGE ALBERS: kay. Any recross?

MR SEI DEL: No.

JUDGE ALBERS: (kay. Thank you, Ms. Pearce.

(Wtness excused.)

VMR FEELEY: That woul d concl udes Staff's case
consisting of witness testinony. However, we al so
woul d request that the ALJ take admi nistrative
notice of certain parts of the record in | CC Docket
No. 94-0403, which was a rul enaki ng addressi ng
Section 525. 40.

W request administrative notice of the
followng fromthat record: The Comm ssion's
order; the direct testinony of Staff, C LCO and
CIPS; the rebuttal testimony of Staff, CLCO and
Cl PS.

JUDGE ALBERS: Hang on. Staff, CLCO and
CIPS direct, and the rebuttal of?

MR FEELEY: Staff, CLCO and Cl PS.
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JUDGE ALBERS: kay.

MR FEELEY: The briefs, initial briefs of
Staff, A LCO and CIPS; the reply brief of Staff,
CI LCO and C PS.

JUDGE ALBERS: kay.

MR, FEELEY: And the brief on exceptions and
reply brief on exceptions of Staff and Cl LCO

And it's our position that it's
necessary to take administrative notice of those
certain parts of that record because Staff's
position that the argunments that C LCO is naking
here in t his docket were nmade in that proceeding,
which deals with this Section 525.40, and that
those argunments have al ready been rejected by the
Conmmi ssion, and the Conmmission in that docket
adopted Staff's position which is the position
Staff has consistently opined in this docket here
and we believe it's necessary and woul d be
appropriate for the Comm ssion to take
adm ni strative notice of certain parts of that
record, and it would be beneficial to themin their

reaching a decision in this proceedi ng.
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JUDGE ALBERS: M. Seidel, do you want to
reply to that?

MR, SEIDEL: | would nake strenuous objection
to this procedure. | don't think he has foll owed
the procedure for taking adm nistrative notice of
these docunents. | don't think that we need to
take administrative notice of the Conm ssion's
order in that particular docket. In that
particul ar docket the order can be cited, and it's
available for all, and he can cite it up and down.
The order speaks for itself as to what argunents
the Conmi ssion considered and what argunents the
Commi ssion didn't consider. |If the order discusses
a brief of the party, the order's language is its
own best evidence of what the Conmission did or did
not do in that order, and the fact that sonebody
may have said something in a brief that -- you
know, if sonebody said something in a brief and the
Conmi ssion order doesn't refer to it, I don't think
you can draw any concl usion as to whet her the
Conmi ssi on accepted or rejected that particul ar

position, especially if it's not referred to
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Wth respect to the testinony, that is
certainly not an appropriate matter to take
adm ni strative notice because, first of all, |
wasn't notified that that testinony was -- that the
Staff was seeking to take administrative notice of
that particular testinony. | had no opportunity to
cross-exam ne the particular witnesses fromC PS or
the Staff or any other party whose testinony he may
be seeking to have the Commi ssion take
adm ni strative notice of, so that's highly
prejudicial and unfair to us at the conclusion of
the hearing. Certainly the Staff w tnesses could
have presented testinony in this docket that said
we believe that we testified to this effect in that
prior docket and that the Commi ssion rejected it,
and | woul d have had an opportunity to present
Wi tnesses to respond to that testinony.

Wth respect to the administrative
notice of Central Illinois Light Company w tnesses,
| can't begin to inmagi ne what our wi tnesses said in
that particul ar docket, so there could be question

and answer and question and answer after question
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and answer that has no rel evance whatsoever to the
particular issue in this case, and the wi tness
[sic] was certainly free to cross-exam ne our

wi tnesses with respect to statenments that our

Wi t nesses or conpany representatives may have nade
of the docunents or nade data requests of us or
submitted t estinobny as to what we say, and we would
have had an opportunity to respond to the evidence
that Staff sought to admt against us, but as it
is, to be infornmed on the day of the hearing that
there's testinony in other dockets that we shoul d
have or need to respond to in a brief | think is
prejudicial and unfair.

So I would strenuously object to taking
adm ni strative notice of anything other than the
Commi ssion's order in the docket.

MR, FEELEY: And can | respond?

Staff's request at this point in tine
during our case in chief is consistent with the
Conmi ssion's rules. Notice can be given prior to
during, or even after the hearing, and to the

extent that sonething is in the witness's
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testinmony, it's there, and we believe it's
necessary for testinmony, rebuttal testinony, to
al so be taken adm nistrative notice of because the
Conmi ssion's order, in fact, may -- it adopts
Staff's position, but perhaps failed to fully |lay
out a Staff witness's testinony, and there's
not hi ng better than what that Staff w tness
actually testified to, and therefore it's necessary
to take administrative notice of it.

JUDGE ALBERS: I'minclined to agree with
M. Seidel. Certainly a party can always cite to a
Conmi ssion order without having to have to take
adm ni strative notice of it.

As far as the rest of the docunents,
there's a lot -- | think the question of rel evancy
was a good point, and there may be many instances
in those docunments where there's irrel evant
material to this particul ar proceedi ng.

And as far as wanting ne to take
adm ni strative notice of everything w thout
directing ny attention to anything in particular --

MR, FEELEY: Well, | guess | amdirecting you
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to specific witnesses' testinonies. |'mnot asking
you to take notice of the whole record. However,
those witnesses specifically testified what's at
i ssue here in this docket, what is a revenue that's
of fsetting these costs, and that was the subject of
that proceeding. People testified about that. The
Conmmi ssion r eached a decision on it.

JUDGE ALBERS: You asked ne to take notice of
the direct testinony of Staff, CLCO and CPS
Wi t nesses. Presumably that testinony addresses the
entire Part 525. Correct?

MR, FEELEY: That testinmony went to this
525. 40.

JUDGE ALBERS: Al the testinony in that case?

MR, FEELEY: It's ny -- there was one Staff
witness who testified about this issue in there.
don't see how that is overburdening the record.

JUDGE ALBERS: How nmany Staff w tnesses were
in that rul emaking?

MR FEELEY: It's ny understanding there's
just one Staff witness.

JUDGE ALBERS: The entire rul emaki ng was
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focused solely on this 525.40?

MR MQU RE: No.

VMR SEIDEL: | don't believe so either. | can
remenber discussions that there was a difference of
opinion on Staff, so it would seemto ne that
there's nore than one wi tness.

I would al so point out that there woul d
be cross-exam nation transcripts in connection with
that direct testinony. That particular file, if
it's from1994, may have been destroyed by -- and
he hasn't provided any of the copies of these
docunents that | could even |l ook at to begin to
address at any tine.

MR FEELEY: There is one, one Staff w tness,
Ri chard Zuraski, who testified about 525.40(d).
That's all we're asking you to take adm nistrative
noti ce of.

JUDGE ALBERS: Wat about the rest of the
parties' testinonies?

MR, FEELEY: Only that testinmony which goes to
525. 40(d) .

JUDGE ALBERS: No. " mgoing to deny the
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request to take adm nistrative notice of all that
stuff.

VMR FEELEY: How about -- well, then
specifically ask for M. Zuraski's testinony, a
Wi t ness whose --

JUDGE ALBERS: Just the testinmony?

MR FEELEY: The order, the briefs, brief and
reply brief that go to that issue, and specifically
his testinony on this issue.

JUDGE ALBERS: No. Wthout having the benefit
of the cross and the rest of the witnesses
testinmony, which absent know ng what the Conm ssion
relied on in the order, I'mnot sure what val ue or
how rmuch weight to give that information

MR FEELEY: Well, | think that's sonething
that will come out in the briefs. You'll see our
argunents that we have nade. We'll cite to the
record in that proceeding, and you'll be able to
see -- you'll have the benefit of the Comm ssion's
order, the benefit of M. Zuraski's testinony, and
it's something that the Comm ssion would surely

benefit themin this proceeding in reaching a
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deci si on here.

JUDGE ALBERS: Wy not the transcript then?

MR FEELEY: The Conmi ssion's order refers to
Staff witness Zuraski's, Staff's position in there.
The transcript would not be necessary.

JUDGE ALBERS: Do you know the Commi ssion did

not rely on the transcript in that order?

MR FEELEY: No. | couldn't answer that
guesti on
JUDGE ALBERS: (kay. I'mgoing to stick with

ny initial decision, and if you want to take it to
the Conmi ssion under interl ocutory review, by al
nmeans that's your right.
Is there anything el se?

MR FEELEY: No. | would rest Staff's case.

JUDGE ALBERS: Gkay. | think the only thing
left then is to address the briefing dates.

MR, FEELEY: | guess Staff would ask -- just
hol d on one second.

MR SEIDEL: Can we go off the record for the
di scussi on?

JUDGE ALBERS: O f the record.
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(Whereupon at this point in
t he proceedi ngs an
of f -the-record di scussion
transpired.)

JUDGE ALBERS: kay. Back on the record.

It appears that Novenber 2nd as a due
date for initial briefs and Novenber 16th as the
due date for reply briefs will coincide with
everyone's schedul es.

Are there any other matters to address
t oday?

MR SEIDEL: Cher than whether the record is
to be marked Heard and Taken, | don't believe so.
JUDGE ALBERS: (kay. Actually, off the

record.
(Whereupon at this point in
the proceedi ngs an
of f -the-record di scussion
transpired.)
JUDGE ALBERS: kay. W' re back on the
record.

ClLCO and Staff have indicated that no
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addi tional information is needed for the purposes
of this record, and does anyone have anything el se
to add? Hearing nothing, then the record is marked
Heard and Taken.

MR, SEIDEL: Thank you.

VMR FEELEY: Thanks.

HEARD AND TAKEN
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