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

Company (“North Shore”) (together, the “Utilities”), pursuant to Section 200.190 of the Rules of 

Practice of the Illinois Commerce Commission (the “Commission” or “ICC”) and other 

applicable law, and without waving their rights to file Exceptions to the Administrative Law 

Judges’ Proposed Order of November 26, 2007 (the “Proposed Order”), respectfully move the 

Administrative Law Judges to direct the correction of certain mathematical errors in the 

Appendices to the Proposed Order. 

In support of this Motion, Peoples Gas and North Shore state as follows: 

1. By this Motion, Peoples Gas and North Shore seek correction of certain 

mathematical errors in the Appendices to the Proposed Order (including conforming changes of 

the figures affected by those corrections in the text of, and the Appendices to, the Proposed 

Order).  Making the corrections will ensure that the Appendices (as well as the figures derived 

from the corrected amounts) will conform with the recommended rulings in the Proposed Order.  
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By this Motion, Peoples Gas and North Shore are not taking or waiving any position as to the 

merits of the issues as to which the corrections relate; rather, they simply are proposing to correct 

certain mathematical errors that fail to reflect accurately the Proposed Order’s rulings on those 

issues.  Also, the proposed corrections do not constitute Exceptions to the Proposed Order, and 

Peoples Gas and North Shore are not waiving their rights to file Exceptions thereto.  Rather, the 

Utilities expressly reserve their right to file Exceptions to the Proposed Order, and they plan to 

file such Exceptions on or before December 14, 2007. 

2. The first proposed correction relates to the calculation of North Shore’s rate base.  

For the reasons set forth on pages 35-36 of the Proposed Order, the Administrative Law Judges 

recommended that both People Gas and North Shore be permitted to adjust their rate bases by the 

amounts of their test year pension contributions.  Proposed Order at 35-36.  Review of the 

calculations in Appendix B to the Proposed Order pertaining to North Shore’s rate base shows, 

however, that its pension fund contribution of $1,862,000 was inadvertently taken into account 

twice, once as a part of North Shore’s proposed rate base as of rebuttal testimony, and once as a 

recommended adjustment.  Proposed Order, Appendix B, page 4, line 10, columns (b) and (c).  

The net effect double-counted North Shore’s test year pension contribution, giving it an extra 

$1,862,000 in rate base.  North Shore did not in fact include this amount in its proposed rate base 

in its rebuttal testimony.  Accordingly, one of these two adjustments should be deleted, i.e., the 

amount in line 10, column (b), should be zero, while the amount in line 10, column (c), should 

remain $1,862,000.  Additionally, any and all amounts in Appendix B and in the text of the 

Proposed Order that reflect that double-count also should be corrected. 

3. The remaining proposed corrections relate to the calculation of the Utilities’ Cash 

Working Capital (“CWC”) requirements approved for inclusion in rate base.  First, the Proposed 
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Order notes that non-cash items, such as depreciation and amortization, should be excluded from 

CWC calculations, because they do not represent sums available to pay expenses.  Proposed 

Order at 19, fn. 3.  The CWC calculations on page 10 of Appendices A and B to the Proposed 

Order, however, did not adjust “O&M expenses” to reflect exclusion of depreciation and/or 

amortization for Peoples Gas and North Shore in the amounts of $59,203,000 and $6,094,000, 

respectively.  Proposed Order, Appendix A, page 1, lines 14 and 19, and page 11, line 10; and 

Appendix B, page 1, lines 14 and 19, and page 11, line 10.  These non-cash items should be 

deducted from (not included in) the CWC calculations.  Accordingly the Appendices as 

referenced above should be corrected to exclude these amounts from the CWC calculations, and 

all derivative figures in the Appendices and the text of the Proposed Order also should be 

corrected. 

4. Second, it is undisputed that expensed payroll and payroll-related expenditures 

are appropriately included in CWC calculations.  Thus, throughout the CWC calculations, 

Pension and Benefits, Payroll and Withholdings, and Inter Company Billing should reflect 

expensed amounts of $31,011,000, $58,223,000 and $48,189,000, respectively, for Peoples Gas 

and $4,765,000, $5,220,000 and $11,233,000, respectively, for North Shore.  Proposed Order, 

App. A, p. 11, lns. 11 and 12, and PGL Ex. MJA-1.1, Sch. B-8, p. 1, Col. H, ln. 3 and App. B, p. 

11, lns. 11 and 12, and NS Ex. MJA-1.1, Sch. B-8, p. 1, Col. H, ln. 3.  On the other hand, as 

found on pages 20-21 of the Proposed Order, capitalized payroll and payroll-related expenditures 

should not be included in CWC calculations.  The CWC calculations on pages 10-11 of 

Appendices A and B to the Proposed Order do not accurately reflect this finding.  Compare 

Proposed Order, App. A, pgs. 11, lns. 11 and 12, and PGL Ex. MJA-1.1, Sch. B-8, p. 1, Col. H, 

ln. 3, with Proposed Order, App. A, p. 10, lns. 2-4; and compare Proposed Order, App. B, p. 11, 
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lns. 11 and 12, and NS Ex. MJA-1.1, Sch. B-8, page 1, Col. H, ln. 3, with Proposed Order, App. 

B, p. 10, lns. 2-4.  Accordingly, the Appendices as referenced above should be corrected to 

reflect expensed amounts for payroll and payroll-related expenditures and exclude capitalized 

payroll and payroll-related expenditures. 

5. Third and finally, on page 22, the Proposed Order found that pass through tax 

expense dollars should be included in the lead lag CWC calculations used to determine the 

Utilities’ CWC requirements.  To accurately reflect that directive, pass through tax dollars must 

be included both in the Utilities’ revenues (i.e., collections) as well as in their expenses (i.e., 

remittances).  See Proposed Order at 22 (“The Utilities collect money from ratepayers to meet 

governmental obligations, then meet those obligations with later payments.”).  Although, given 

the recommended rulings, the CWC calculations in the Appendices to the Proposed Order 

properly include pass through tax dollars in the Utilities’ expenses (Proposed Order, 

Appendix A, page 10, line 7, and Appendix B, page 10, line 7), pass through tax dollars in the 

amounts of $205,491,000 and $18,991,000, respectively, were incorrectly not included in the 

revenues used to calculate the Utilities’ CWC requirements.  Compare Proposed Order, 

Appendix A, page 10, line 1 with page 1, line 17, page 11, lines 1-6, and page 13, lines 1-19; and 

compare Proposed Order, Appendix B, page 10, line 1 with page 1, line 17, page 11, lines 1-6, 

and page 13, lines 1-14.  Accordingly, given the recommended rulings, the Utilities’ revenues 

should be increased in an amount equal to the pass through taxes they collected during the test 

year. 

6. In addition to the foregoing corrections to the CWC related-calculations, any and 

all amounts that are affected by the corrections to these calculations also should be corrected 

accordingly in the text of the Proposed Order and the Appendices. 
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THEREFORE, Peoples Gas and North Shore respectfully request that the Administrative 

Law Judges enter an order making the above-referenced corrections of mathematical errors in the 

Appendices to the Proposed Order, and making all conforming changes of the figures affected by 

those corrections in the text of, and the Appendices to, the Proposed Order. 

 

Dated: December 5, 2007 
 
 
 
 
 
 
John P. Ratnaswamy 
Christopher P. Zibart 
FOLEY & LARDNER LLP 
321 N. Clark Street, Suite 2800 
Chicago, Illinois  60610 
(312) 832-4500 
jratnaswamy@foley.com 
czibart@foley.com 
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