
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 
NORTH SHORE GAS COMPANY 
 
Proposed General Increase In Rates For Gas Service. 
 
THE PEOPLES GAS LIGHT AND COKE 
COMPANY 
 
Proposed General Increase In Rates For Gas Service. 

: 
: 
: 
: 
: 
:
:
: 

 
 
No. 07-0241 
and 
No. 07-0242 
Consol. 

 
 

RESPONSE OF NORTH SHORE GAS COMPANY AND 
THE PEOPLES GAS LIGHT AND COKE COMPANY 

TO THE AG’S MOTION FOR ORAL ARGUMENT 

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

Company (“Peoples Gas”) (together, the “Utilities”), pursuant to 83 Ill. Adm. Code § 200.190(e), 

hereby submit this response to the Illinois Attorney General’s Office’s (the “AG”) motion that 

the Illinois Commerce Commission (the “Commission”) conduct oral argument in these 

consolidated Dockets.   

1. North Shore and Peoples Gas submit this response for three reasons.  First, the 

AG’s motion discusses selected issues in an incomplete and/or inaccurate manner.  Second, the 

AG’s motion is not clear as to whether the AG is requesting that the Commission grant oral 

argument only on those selected issues.  Third, the AG’s motion does not propose any specific 

details regarding the structure of the requested oral argument. 

2. The AG’s motion’s problematic discussion of selected issues puts other parties 

and the Commission in a difficult situation from a procedural perspective.  Accordingly, the 

Utilities, without waiving any of their positions set forth in their briefs, set forth the following 

limited discussion of the issues raised by the AG’s motion and two additional issues. 
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3. Paragraphs 2 and 3 of the AG’s motion exaggerate, mischaracterizing the new 

rider proposals of the Utilities as “unorthodox” and even “radical[]”.  The proposed new Riders 

are similar to riders approved in many other States, as the detailed evidentiary record and the 

Utilities’ briefing show.  Moreover, the proposed new Riders are not significantly different in 

form from the many automatic rate adjustment mechanisms the Commission normally reviews.  

The AG places great emphasis on the riders’ effect of “changing customer rate levels on a 

monthly basis between rate cases.”  (AG Motion, ¶ 2)  That is misleading, because the 

Commission routinely approves proposed riders when they are just and reasonable, and such 

riders generally make periodic adjustments, based on Commission-approved methodologies set 

forth in the riders, outside of a rate case. 

4. The AG’s concerns appear really to be grounded in a wholesale opposition to new 

riders regardless of the business justifications, public policy concerns, and consumer benefits that 

underlie them.  Though not clearly expressed, the AG seems to be taking particular aim at 

proposed “Rider VBA”, the Utilities’ proposed decoupling rider, by insinuating that it would 

“guarantee[] recovery of their ‘margin revenues’, and accordingly insulat[e] [the Utilities] from 

nearly any and all business risk.”  (AG Motion, ¶ 3)  Those assertions are not true, as the 

Utilities’ briefing and the underlying detailed evidentiary record shows.  Under Rider VBA, the 

Utilities would remain subject to all of the usual business risks, except that they would have 

greater assurance of collecting the Commission-approved distribution charge margin revenues 

that are sought to be recovered through the distribution charges to which the rider applies.  

Rider VBA, given its symmetrical structure, inherently also would protect customers from 

certain risks, such as colder than normal weather that otherwise could lead to recovery of such 

revenues at a higher level per customer.  Rider VBA also would smooth out customer bills, all 
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else being equal, when weather is unusually cold or unusually warm, as would the alternative 

proposed weather normalization adjustment rider, “Rider WNA”.  As a “decoupling” 

mechanism, Rider VBA is novel in Illinois, but decoupling is certainly not unorthodox, much 

less radical, given its widespread adoption in other jurisdictions as a tool to manage the transition 

to a less carbon intensive world.  Moreover, weather normalization adjustment riders have 

existed in the United States for over 20 years and have been adopted in at least half of the States. 

5. Similarly, the Utilities’ customer charge proposals for residential heating 

customers (see AG Motion, ¶ 2) are neither unorthodox nor radical.  As the Utilities’ briefing and 

the underlying detailed evidence show, those customer charges arise from this Commission’s 

directive as well as the Utilities’ objective that more fixed charges be recovered in the customer 

charges, they reflect proven cost-causation, but they also reflect the principles of gradualism and 

fairness which reasonably accompany such rate changes, i.e., they are still much lower than the 

levels supported by actual causation of fixed costs.  The AG’s motion’s not mentioning that these 

charges reflect the movement of some (not all) fixed costs from distribution charges to customer 

charges is particularly misleading. 

6. North Shore and Peoples Gas do agree with the AG’s motion at Paragraph 5, that 

tariff filings by other utilities Ameren and ComEd mean that the Commission is faced with 

several other similar rider proposals.  The fact that the Ameren gas utilities proposed decoupling 

riders similar to Rider VBA should come as no surprise, however, given the developments in 

other States and the public policy considerations and customer benefits, as well as business 

concerns, that support such riders. 

7. If the Commission determines to hold oral argument, and to specify issues, then 

the Utilities suggest and request that the Commission identify the Utilities’ rates of return on 



4 

common equity (“ROE”) and the correct calculation of their Cash Working Capital (“CWC”) in 

rate base as two subjects to be discussed.  The ALJs’ Proposed Order recommends adoption of 

Staff’s recommended unusually low ROEs for the Utilities, levels which, if adopted, would be 

the lowest ROEs approved for any Illinois gas utility in over 30 years.  Also, while Staff now 

appears to agree in most respects that the Proposed Order contains erroneous calculations, given 

its rulings, regarding the Utilities’ CWC, Staff still contests one aspect of the calculations.  The 

Utilities believe that Staff’s position is incorrect and specious. 

8. Finally, the Utilities note that, consistent with the law governing the burden of 

proof and the order of proof, as well as the practical fairness called for by the federal and Illinois 

constitutions’ guarantees of due process, to the extent that the Commission does decide to 

conduct oral argument, the Utilities should be allowed to open and close on all issues, and the 

Utilities should be given time equal to the aggregate time of their opponents on each issue that is 

argued.  See, e.g., Ill. S. Ct. R. 233; National Bank of Aledo v. Olson, 143 Ill. App. 3d 965, 

969-970 (3d Dist. 1986) (quoting and citing Illinois Supreme Court Rule 233 and case law, and 

holding that trial judge, in permitting plaintiff that bore burden of proof to open and close closing 

argument, despite defendant’s motion to close argument, did not abuse his discretion). 

THEREFORE, the Utilities respectfully request that, if the Commission determines to 

conduct oral argument, and specifies selected issues, it include the Utilities’ ROEs and the 

correct calculation of their Cash Working Capital in rate base as issues to be argued, and that it 

structure the oral argument format consistent with Paragraph 8 hereof. 
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Dated: January 2, 2008 
 
 
 
 
John P. Ratnaswamy 
Christopher W. Zibart 
Bradley D. Jackson 
FOLEY & LARDNER LLP 
321 N. Clark Street, Suite 2800 
Chicago, Illinois  60610 
(312) 832-4500 
jratnaswamy@foley.com 
czibart@foley.com 
bjackson@foley.com 
 
Emmitt C. House 
Timothy W. Wright 
Jerome Mrowca 
GONZALEZ, SAGGIO & HARLAN, L.L.C. 
35 E. Wacker Drive, Suite 500 
Chicago, Illinois  60601 
(312) 638-0012 
emmitt_house@gshllp.com 

By: __________________________________ 
Counsel for The Peoples Gas Light and 
Coke Company and North Shore Gas 
Company 

 
Gerard T. Fox 
Mary P. Klyasheff 
INTEGRYS ENERGY GROUP, INC. 
130 East Randolph Street 
Chicago, Illinois  60601 
(312) 240-4341 
gtfox@integrysgroup.com  
mpklyasheff@integrysgroup.com 
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