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ADMINISTRATIVE LAW JUDGES’ PROPOSED ORDER ON REHEARING AND 

AMENDATORY ORDER 

 

By the Commission: 

On February 5, 2008, the Illinois Commerce Commission (“Commission”) entered 

its final Order in the consolidated rate case proceedings captioned above. Final Order, 

Dockets 07-0241 and Docket 07-0242 (consolidated) (February 5, 2008).  Thereafter, 

on March 26, 2008, and acting upon an Application for Rehearing filed by the IIEC, the 

Commission granted a rehearing solely on the issue of Hub revenue sharing.  At the 

same time, the Application for Rehearing filed jointly by the North Shore Gas Company 

and the Peoples Gas Light and Coke Company (“the Utilities”) informed the 

Commission, in part, that certain tables and text contained in its final Order needed to 

be corrected so as to properly reflect its rulings.  The instant Order addresses both of 

these matters. We begin with the proceeding on rehearing. 

I. THE  ISSUE ON REHEARING. 

A. Procedural Matters 

Pursuant to due and proper notice, the Administrative Law Judge (“ALJ”) held a 

status hearing in this cause on April 10, 2008.  Appearances were filed by respective 

counsel for the Retail Gas Suppliers (“RGS”); the Peoples Gas Light and Coke 

Company (“Peoples Gas”) and North Shore Gas Company (“North Shore”), (collectively, 

the “Utilities”), the Illinois Industrial Energy Consumers and the University of Illinois 

(collectively “IIEC”); the Citizens Utility Board (“CUB”), the People of the State of Illinois, 
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by and through the Illinois Attorney General (“AG”), and the City of Chicago (“City”), by 

their respective counsel (all collectively the “Parties”).  The Staff of the Commission 

(“Staff”) also participated at this stage of the proceeding where, on April 10, 2008, there 

was established a schedule for the presentation of evidence, the cross-examination of 

witnesses, and the filing of briefs. 

In time, and at the request of the parties, the schedule was suspended.  At a 

subsequent status hearing on May 21, 2008, the ALJ was informed that discussions 

held among the parties had proved fruitful and that a joint filing would shortly be made.   

B. The Stipulation 

On June 6, 2008, there was filed with the Commission a Stipulation Concerning 

Hub Revenue Credits for Gas Transportation Customers (“Stipulation”).  It is signed by 

all of the parties to the instant rehearing proceeding. 

The Stipulation explains that the Parties entered into negotiations for the purpose 
of attempting to resolve the issues on rehearing relating to Hub revenue sharing.  It 
further states that, pursuant to those negotiations, the Parties have reached agreement 
on a procedure for sharing Hub revenues with transportation and CFY customers that 
they believe is both fair and equitable.  According to the Stipulation, the Parties’ 
agreement includes a rate mechanism which will permit transportation customers and 
CFY customers to share Hub revenues with sales customers and allocates Hub 
revenues to transportation customers on the basis of a percentage ratio equal to the 
share of base revenues furnished by transportation customers to Peoples Gas. 
Pursuant to this Stipulation, sales and CFY customers would share the remaining Hub 
revenues through a credit applied to each therm delivered by Peoples Gas to those 
customers.  Exhibit A attached and incorporated by reference into the Stipulation, and 
made a part thereof, describes the agreement of the Parties both on the share of Hub 
revenues and the rate mechanism to be used for the implementation of such sharing. 

In addition to setting out the Parties’ agreement, the Stipulation effectively 
operates as a motion in that it asks the Commission for certain, specific relief.  At the 
outset, the Parties request that the Commission to enter an Order approving their 
Stipulation so that the agreement of the parties on Hub revenue sharing will be 
implemented.  Further, the Parties request that the Stipulation itself be entered into the 
record as evidentiary support for the resolution of all issues relating to the sharing of 
Hub revenues (which are the very subject of this rehearing proceeding). 

 For their part, the Parties agree to support the adoption by the Commission of the 
resolution of the Hub revenue sharing issues as described in Exhibit A to their 
Stipulation. There is a reservation, however.  If the Agreement set forth in this 
Stipulation and Attachment A thereto is not accepted in its totality, then the Parties each 
reserve their respective right to continue to advocate other positions before the 
Commission on rehearing. 
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Also, the Parties agree that they themselves will not treat the resolution of the 
Hub revenue issues by this Stipulation and the Commission’s adoption of same, as 
precedent for future cases. And, they will not argue, in any future case, that the same or 
a similar issue should be decided by the Commission in the same manner as set forth 
herein, on the grounds that the issue was resolved in such manner in Docket Nos. 07-
0241 and 07-0242 (Consolidated).  As such, they would request that the Commission’s 
Order in these consolidated dockets on rehearing contain a statement affirming that 
none of the stipulated resolutions in this rehearing proceeding shall be considered 
precedential for future cases.   

At the same time, it is agreed that this Stipulation shall not preclude the Parties 
from arguing, in a future case, that the same or similar issues resolved by this 
Stipulation, should be resolved in the same manner as described herein, on any 
grounds other than that such issues were resolved in such manner in these 
consolidated dockets or that the Parties or any one of them agreed to such resolution in 
these consolidated dockets.  

As a final, but significant matter, the Stipulation sets out that the Staff of the Illinois 
Commerce Commission  has been involved in discussions with the Parties and has no 
objection to the instant Stipulation. 

C. Commission Analysis and Conclusion on Rehearing. 

In considering approval of the Stipulation at hand, the Commission turns its 
attention to two distinct concerns.  We need to determine whether the proposed 
resolution to the issues on rehearing, as contained in the Stipulation that includes 
Exhibit A, is reasonable in terms of both procedure and substance. 

We begin our analysis with a look to the past.  On February 5, 2008, the 
Commission issued a Final Order (“Final Order”) in these consolidated rate case 
proceedings that, in part, considered a proposal by certain parties, including RGS and 
IIEC, to have Peoples Gas credit Hub revenues to transportation customers and 
“Choices For You” (“CFY”) customers as well as sale customers.  (We point out here 
that North Shore does not have Hub revenues and thus is not is not affected in any way 
by the outcome of this rehearing proceeding).  

 In rejecting this proposal, we stated that: 

The Commission believes that the instant proposals are not 
properly supported by the record by either testimony or 
analysis.  Nor can we assume that these proposals are 
undisputed.  Indeed, Staff tells us that it has some concerns.  
And, we have not heard from all interested parties on the 
issues. The Commission will not presume acquiescence by 
silence in these premises.  Even if we were to do so, it is 
clear and obvious that the appropriate record does not exist. 
As such, the Commission has neither the evidence nor the 
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arguments necessary to arrive at a full and reasonable 
determination. . . .  

* * * * 

Nothing we say here reflects on the merits of the respective 
proposals.  . . .  

Final Order at 120-121, Dockets 07-0241 & 07-0242 
(consolidated), (February 5, 2008). 

The Commission’s obvious concern in the matter was the inadequacy of the 
record, being that it did not contain the views and positions of all of the presumably 
interested parties. The Stipulation at hand changes all that.  Here we have the 
participation of not only the Utilities, IIEC and RGS, but also the AG, CUB and the City.  
In other words, the Stipulation reflects that negotiations were had with all of the entities 
who appeared to advocate in this rehearing proceeding. 

As such, we are persuaded that the proposed resolution of the issues has been 
explored and worked out by all concerned parties. Given the process employed, we are 
only left to find that the agreement reached by the parties was reasonably and fairly 
arrived at.  To be sure, neither Staff nor any party is heard to complain or object to the 
process or any part of the negotiations. 

In terms of substance, i.e., the merits of the agreement reached by the Parties, 
we find the instant Stipulation to be reasonable. It the words of the stipulating parties 
(that appear to represent all conceivable interests), the agreement at hand is, in all its 
particulars, “both fair and equitable.” (Stipulation at    ). Indeed, there are no opposing 
views or positions for the Commission to consider. We derive too, that under the Parties 
agreement, whatever Staff’s earlier concerns might have been, these are no more.  

The Parties have requested that the Commission make certain declarations in 
this Order.  Specifically, the Parties ask that its order on rehearing contain a statement 
affirming that none of the stipulated resolutions in this rehearing proceeding shall be 
considered precedential for future cases.  Where, as here, the stipulation is the product 
of particular facts, circumstances and negotiations, we see no problem in acceding to 
the Parties’ requested language. While the Commission generally dislikes making 
pronouncements that extend to future cases and situations as yet unforeseeable, the 
Commission finds it appropriate that the Parties only intend to bind each other in this 
regard.  

In light of our foregoing analysis, the Commission adopts as its final decision in 

this rehearing proceeding, each and all of the terms set out in “Exhibit  A” of the 

Stipulation before us.  This means that, pursuant to the Stipulation and as here 

approved by the Commission, Peoples Gas Light and Coke Company (“Peoples Gas”) 

shall include in its Schedule of Rates for Gas Service such terms and conditions as will 

implement the following directives: 
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1. Peoples Gas will revise Rider 2 of its Schedule of Rates for Gas Service to 
create a new commodity gas charge called “Hub Credit Gas Charge” or 
“HCGC.”   

2. There will be an HCGC (HCGC1) for retail sales and Choices For You1 
(“CFY”) customers and an HCGC (HCGC2) for large volume transportation 
customers.2  The HCGC allocation of revenues will reflect the contribution 
to base rate revenues from these groups of customers.  The base rate 
contribution for retail sales and CFY customers is approximately 85.5%, 
and such contribution for large volume transportation customers is 
approximately 14.5%. 

3. Peoples Gas will file the HCGC each month consistent with the 
Commission’s rules (83 Ill. Admin. Code Part 525 (“Part 525”)) and Rider 
2.  As described in Paragraph 9 and similar to other Rider 2 Gas Charges, 
the filing will also include a reconciliation of actual Hub revenues with 
amounts arising from the application of the HCGC.   

4. To compute the HCGC1, Peoples Gas will multiply total Hub revenues 
(plus any adjustments described in Paragraph 9) by 85.5% and divide the 
product by the sum of retail sales deliveries and CFY deliveries.  To 
effectuate the adjustment as a credit, Peoples Gas will use negative Hub 
revenues in the calculation.   

5. To compute HCGC2, Peoples Gas will deduct the product determined 
pursuant to Paragraph 4 from total Hub revenues (plus any adjustments 
described in Paragraph 9) and divide the difference by large volume 
transportation customer deliveries.  To effectuate the adjustment as a 
credit, the Hub revenues in the calculation will be a negative number.   

6. For sales customers, the HCGC will be a component in the total Gas 
Charge that such customers pay per therm of gas sold and delivered by 
Peoples Gas.  The current Gas Charge is the Commodity Gas Charge 
(“CGC”) plus the Non-Commodity Gas Charge (“NCGC”).  The CGC 
includes Hub revenues as a credit against recoverable commodity gas 
costs.  The proposed Gas Charge will remove the Hub credit from the 
CGC and account for it in the new HCGC.  The proposed Gas Charge 
applicable to sales customers will be CGC + NCGC + HCGC1.  Sales 
customers currently see only the per therm Gas Charge on their bills and 
do not see the separate Gas Charge components.  Peoples Gas will not 
change that presentation on the bill. 

7. For CFY customers, the HCGC1 will be added to the Aggregation 
Balancing Gas Charge (“ABGC”) that such customers pay per therm of 
gas delivered by Peoples Gas, i.e., ABGC + HCGC1.  The presentation on 
the customer’s bill will not change, i.e., there will not be a new line item.  

                                                           
1
  Rider CFY. 

2
  Riders FST and SST. 
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8. For large volume transportation customers, the HCGC2 will be a stand 
alone amount applied per therm of gas delivered to such customers by 
Peoples Gas.  This will be a new line item on the bill. 

9. Actual Hub revenues will be reconciled with the actual hub credit amounts 
arising from application of the HCGC.  Any over- or under-credits will be 
flowed through Factor A of the HCGC using a one- to twelve-month 
amortization period as allowed by Part 525.  Any over-credit amounts will 
be recovered from customers and any under-credit amounts will be 
refunded to customers.  Accordingly, the HCGC may be a credit in some 
months and a charge in others.  

10. Peoples Gas will file, as a compliance filing pursuant to the Illinois 
Commerce Commission’s Order on Rehearing or, if so directed by that 
Order, as a forty-five day pursuant to Section 9-201 of the Public Utilities 
Act, proposed changes to its Rider 2 and all other riders that are affected 
and will implement this mechanism with its first Gas Charge filing on or 
after ninety (90) days of the Commission Order approving it. 

The directions to Peoples Gas, that we here adopt, conclude the rehearing 
proceeding on the issue of HUB revenue sharing. 

II. AMENDMENTS  TO THE  FINAL ORDER. 

At this point, the Commission considers it necessary to correct the typographical 
errors pointed out in the Application for Rehearing filed jointly by the Utilities on March 
6, 2008.  

These corrections are the following: 

1. Amending pages 37-38, both as to introductory sentences and to reflect 
the actual figures in the Appendices to the Commission’s Order (replacing 
figures found in appendices to the PEPO). 

2. Amending, at pages 70-72, both as to introductory sentences and so as to 
reflect figures in the Appendices to the Commission’s Order (replacing 
figures found in appendices to the PEPO). 

3. The ROR and ROE figures on page 102 are corrected to reflect the rulings 
and figures set out at pages 100 and 317, and as reflected in the 
Appendices to the Commission’s final Order. 

4. With respect to the Peoples Gas rate base figure set out in Finding No. 7 
at page 317 of the final Order, there should be deleted the period and 
substituted in its place, a comma. 

For better clarity, the amendments we make today are set out in Appendix “A” to 
this Order. And, these are numbered to be consistent with this narrative. 

In all other respects, the Order of February 5, 2008 shall remain the same in 
substance and form and in full force and effect.   The only substantive change has 
been produced by the rehearing discussed in Part I above. 
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III. FINDINGS AND ORDERING PARAGRAPHS. 

The Commission, having considered the entire record herein and being fully 
advised in the premises, is of the opinion and finds that: 

(1) the Commission entered its final Order in these consolidated rate case 
proceedings on February 5, 2008. 
 

(2) thereafter, in response to a timely filed Application for Rehearing by the 
IIEC, the Commission granted rehearing, but solely on the issue of Hub 
revenue sharing; 
 

(3) all parties to the rehearing proceeding, opened on April 10, 2008, have 
joined in the filing of a Stipulation that was arrived at through a negotiation 
process; 
 

(4) where all parties participated in the negotiations process, the presumption 
is that the procedure was reasonable and there is no evidence to the 
contrary; 

 
(5) on the whole of the record, there is a strong basis on which to find that the 

Stipulation and Exhibit A should be approved by the Commission; 
 

(6) approval of the Stipulation and direction to Peoples Gas, Light, and Coke 
Company in terms consistent with the Stipulation’s Exhibit A should 
conclude the rehearing;  
 

(7) the stipulated resolutions in this rehearing proceeding should not be 
maintained as precedential for future cases as among the parties thereto; 

 
(8) the Final Order entered on February 5, 2008, should be amended in the 

particulars stated hereinabove. 

 

(9) in all other respects, the Final Order of February 5, 2008 should remain 

the same and in full force and effect.  

 

IT IS THEREFORE ORDERED that Peoples Gas shall include, within 30 days of 

the entry of this Order, the terms and conditions necessary to comply with the directives 

of this Order on Rehearing. 

IT IS FURTHER ORDERED that the Order entered on February 5, 2008, is 

hereby amended in the particulars set out above and as reflected in the Appendix “A” to 

this Amendatory Order.  
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IT IS FURTHER ORDERED that in all other respects, the Order shall remain the 

same and in full force and effect.  

IT IS FURTHER ORDERED that any objections, motions or petitions not 

previously disposed of are hereby disposed of consistent with the findings of this Order. 

 IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 

the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 

to the Administrative Review Law. 

 

DATED:      June 27, 2008 
BRIEFS ON EXCEPTIONS DUE:   July 3, 2008 
REPLY BRIEFS TO EXCEPTIONS DUE: July 9, 2008 
 
       Eve Moran, 
       Administrative Law Judge 
 



APPENDIX “A” to the Order on Rehearing and Amendatory Order. 
 

Amendment No. 1…………………………………………………… 

(Correcting  pages 37 and 38 of the February 5, 2008 Final Order). 

Overall Conclusion on Rate Bases 

 
 Based on the gas utility rate base as originally proposed by Peoples Gas along 

with the conclusions supra, the gas utility rate base for Peoples Gas approved for 

purposes of this proceeding is $1,212,274,000.  The rate base may be summarized as 

follows: 

 

Peoples Gas Rate Base (in thousands) 

     

 

 Description  

 

 Rate Base  

 

 

 Gross Utility Plant  

 

 $    2,429,226  

 

 

 Accumulated Provision for Depreciation and Amortization  

 

         (934,152) 

 

   

                        -  

 

 

 Net Plant  

 

 $    1,495,074  

 

     

 

 Additions to Rate Base:  

   

 

   Materials and Supplies  

 

               8,796  

 

 

   Cash Working Capital  

 

           25,585 

 

 

   Gas in Storage  

 

             46,390  

 

 

   Budget Plan Balances  

 

             14,080  

 

 

   Unamortized Rate Case Expense  

 

                        -  

 

 

   Pension Contribution  

 

             -  

 

 

 Deductions From Rate Base:  

   

 

   Accumulated Deferred Income Taxes  

 

         (284,954) 
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   Pre-1971 Investment Tax Credits  

 

                   (54) 

 

 

   Reserve for Injuries and Damages  

 

              (4,422) 

 

 

   Customer Advances for Construction  

 

                 (392) 

 

 

   Customer Deposits  

 

            (32,176) 

 

 

   Accrued Postretirement Benefits Other than Pensions 

("OPEB")  

 

           (55,653) 

 

     

 

 Rate Base  

 

 $    1,212,274  

  

Based on the gas utility rate base as originally proposed by North Shore along 

with the conclusions supra, the gas utility rate base for North Shore approved for 

purposes of this proceeding is $182,033,000.  The rate base may be summarized as 

follows: 

 

North Shore Rate Base (in thousands) 

     

 

 Description  

 

Rate Base 

 

 

 Gross Utility Plant  

 

 $       378,323  

 

 

 Accumulated Provision for Depreciation and 

Amortization  

 

(148,561) 

 

   

- 

 

 

 Net Plant  

 

 $       229,762  

 

     

 

 Additions to Rate Base:  

   

 

   Materials and Supplies  

 

1,539  

 

 

   Cash Working Capital  

 

2,986  

 

 

   Gas in Storage  

 

849  
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   Budget Plan Balances  

 

- 

 

 

   Unamortized Rate Case Expense  

 

-  

 

 

   Pension Contribution  

 

- 

 

 

 Deductions From Rate Base:  

   

 

   Accumulated Deferred Income Taxes  

 

(41,345) 

 

 

   Customer Advances for Construction  

 

(748) 

 

 

   Cusomer Deposits  

 

(2,860) 

 

 

   Cash Working Capital  

 

(1,056) 

 

 

   Accrued Postretirement Benefits Other than Pensions 

("OPEB")  

 

(7,094) 

 

     

 

 Rate Base  

 

 $       182,033  

  

The development of the approved gas utility rate bases adopted for Peoples Gas and 

North Shore for purposes of this proceeding are shown in Appendices A and B, 

respectively, to this Order. 

 

Amendment No.2………………………………………………………… 

(Correcting pages 71 and 72 of the February 5, 2008 Final Order). 

 

Overall Conclusion on Operating Expense Statements 

 

 Based on the gas utility operating expense statement as originally proposed by 

Peoples Gas and the adjustments to operating revenues and expenses as summarized 

above, the total gas utility operating expenses for Peoples Gas approved for purposes 

of this proceeding are $367,707,000.  The operating income statement may be 

summarized as follows: 
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Peoples Gas Operating Statement (in thousands) 

     

 

Description 

 

Approved 

Operating 

Statement 

 

 

 Base Rate Revenues  

 

 $    446,092  

 

 

 PGA Revenues  

 

- 

 

 

 Coal Tar Revenues  

 

- 

 

 

 Other Revenues  

 

15,688  

 

 

 Total Operating Revenue  

 

461,780  

 

     

 

 Uncollectibles Expense  

 

39,302  

 

 

 Cost of Gas  

 

- 

 

 

 Other Production  

 

557  

 

 

 Distribution  

 

61,846  

 

 

 Customer Accounts  

 

35,996  

 

 

 Customer Service and Informational Services  

 

363  

 

 

 Sales  

 

1,355  

 

 

 Administrative and General  

 

95,884  

 

 

 Depreciation and Amortization  

 

59,203  

 

 

 Storage  

 

9,993  

 

 

 Transmission  

 

2,568  

 

 

 Taxes Other than Income  

 

18,515  

 

 

 Total Operating Expense Before Income Taxes  

 

325,582  
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 State Income Tax  

 

10,424  

 

 

 Federal Income Tax  

 

63,064  

 

 

 Deferred Taxes and ITCs Net  

 

(31,363) 

 

 

 Total Operating Expenses  

 

367,707  

 

     

 

 NET OPERATING INCOME  

 

 $      94,073  

  

 Based on the gas utility operating expense statement as originally proposed by 

North Shore and the adjustments to operating revenues and expenses as summarized 

above, the total gas utility operating expenses for North Shore approved for purposes of 

this proceeding are $48,950,000.  The operating income statement may be summarized 

as follows: 

 

North Shore Operating Statement (in thousands) 

     

 

Description 

 

Approved 

Operating 

Statement 

 

 

 Base Rate Revenues  

 

 $      61,800  

 

 

 PGA Revenues  

 

- 

 

 

 Coal Tar Revenues  

 

- 

 

 

 Other Revenues  

 

1,639  

 

 

 Total Operating Revenue  

 

63,439  

 

     

 

 Uncollectibles Expense  

 

1,981  

 

 

 Cost of Gas  

 

- 

 

 

 Other Production  

 

170  

 

 

 Distribution  

 

7,615  
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 Customer Accounts  

 

6,308  

 

 

 Customer Service and Informational Services  

 

40  

 

 

 Sales  

 

35  

 

 

 Administrative and General  

 

18,523  

 

 

 Depreciation and Amortization  

 

6,094  

 

 

 Storage  

 

- 

 

 

 Transmission  

 

95  

 

 

 Taxes Other than Income  

 

2,034  

 

 

 Total Operating Expense Before Income Taxes  

 

42,895  

 

     

 

 State Income Tax  

 

69  

 

 

 Federal Income Tax  

 

2,489  

 

 

 Deferred Taxes and ITCs Net  

 

3,497  

 

 

 Total Operating Expenses  

 

48,950  

 

     

 

 NET OPERATING INCOME  

 

 $      14,489  

  

The development of the overall gas utility operating expenses adopted for Peoples Gas 

and North Shore for purposes of this proceeding are shown in Appendices A and B, 

respectively, to this Order. 

 

Amendment No. 3……………………………………………………………. 

(Correcting figures on page 100 of the February 5, 2008 Final Order). 

 

E. Weighted Average Cost of Capital 

1. Peoples Gas 
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As we stated in connection with Peoples Gas’ return on common equity, Peoples 

Gas’ approved weighted average cost of capital is 7.76 %, including 4.67% long term 

cost of debt and 10.19% return on common equity. 

2. North Shore 

As we stated in connection with North Shore’s return on common equity, North 

Shore’s approved weighted average cost of capital is 7.96%, including 5.39% long term 

cost of debt and 9.99% return on common equity. 

 

Amendment No. 4…………………………………………………………… 

(Correcting Finding (7) at page 317 of the February 5, 2008 Final Order)  

As amended, the figure $1,212,274,000; 

 

Nothing further. 


