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Q. Please state your name and business address. 1 

A. My name is Brett Seagle and my business address is 527 East Capitol Avenue, 2 

Springfield, Illinois 62701. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Illinois Commerce Commission as a Gas Engineer in the 5 

Engineering Department of the Energy Division. 6 

Q. Please state your educational background. 7 

A. I hold a Bachelor of Science degree in Mechanical Engineering from Southern 8 

Illinois University in Carbondale, Illinois. 9 

Q. What are your duties and responsibilities as a Gas Engineer in the Engineering 10 

Department? 11 

A. My primary responsibilities and duties are the performance of studies and 12 

analyses dealing with the day-to-day and long term operations and planning of 13 

the gas utilities serving Illinois.  For example, I review purchased gas adjustment 14 

clause reconciliations, rate base additions, levels of natural gas used for working 15 

capital, and utility applications for Certificates of Public Convenience and 16 

Necessity.  I also perform gas meter audits. 17 

Q. What are your duties and responsibilities associated with this docket? 18 
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A. My duties and responsibilities are to review the filings by North Shore Gas 19 

Company (“North Shore”) and The Peoples Gas, Light, and Coke Company 20 

(“Peoples Gas”) (collectively the “Companies”) for increases in their base rates.  I 21 

have reviewed and analyzed (1) certain operations and maintenance (“O&M”) 22 

expenses of Peoples Gas, (2) Peoples Gas‟ justification to recover its costs to 23 

construct a new warehouse at Manlove Underground Gas Storage Field, (3) the 24 

Companies‟ requested valuation for working capital allowance for gas in storage, 25 

and (4) Peoples Gas‟ method of accounting for physical losses of gas at Manlove 26 

Underground Gas Storage field. 27 

Q. What recommendations are you making in this testimony? 28 

A. I have five recommendations.  I recommend that the Commission: 29 

(1)  Reduce Peoples Gas‟ requested O&M expense by $58,000 due to the 30 

expiration of a building lease with the PGL Pipeline Operations group for 31 

space located in Elwood, Illinois; 32 

(2) Reduce People Gas‟ projected year-end balance of utility plant in service 33 

for underground storage addition by $1,000,000 for the 2012 test year due 34 

to Peoples Gas failure to provide adequate support for its request to 35 

construct a new warehouse at the Manlove Underground Gas Storage 36 

Field; 37 
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(3)  Reduce the Companies‟ requested working capital allowance for gas in 38 

storage 13-month average for the 2012 test year by $2,266,000 and 39 

$456,000 for Peoples Gas and North Shore, respectively; 40 

(4) Direct Peoples Gas, as of January 2012, to modify its method of 41 

accounting for physical gas losses associated with its Manlove 42 

Underground Gas Storage Field.  This adjustment results in an O&M 43 

increase of $120,644; and 44 

(5) Direct Peoples Gas to amend its written procedures for the treatment of 45 

physical losses of gas from underground storage fields. 46 

Q. Do you have any schedules attached to your testimony? 47 

A. Yes.  I have four schedules attached to my testimony: 48 

 Schedule 8.1 P  Building Lease for the Mahomet Pipeline Group 49 

 Schedule 8.2 N and P Working Capital Allowance for Gas in Storage  50 

 Schedule 8.3 P  Adjustment for Accounting Method of Physical Losses 51 

Q. Please explain the P and N suffixes that appear with your schedule numbers. 52 

A. These suffixes indicate the utility to which a particular schedule applies.  The P 53 

suffix identifies a schedule that applies to Peoples Gas, and the N suffix 54 

identifies a schedule that applies to North Shore. 55 
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Recommendation No. 1-Property Lease for the PGL Pipeline Operations Group 56 

Q. What conclusion have you reached regarding Peoples Gas‟ requested O&M 57 

expense amounts? 58 

A. I determined that Peoples Gas overstated its requested expense for the lease of 59 

property in Elwood, IL for its PGL Pipeline Operations Group (“Pipeline Group”). 60 

Q. What did the Peoples Gas forecast for the lease of property in Elwood, IL for its 61 

Pipeline Group in the 2012 test year? 62 

A. Peoples Gas forecasted $58,000 in O&M expense for the lease of property in 63 

Elwood, IL for its Pipeline Group. 64 

Q. Do you agree with Peoples Gas‟ requested amount associated with this lease? 65 

A. No.  According to an attachment to Peoples Gas witness Puracchio‟s testimony, 66 

PGL Ex. 16.11, the Pipeline Group‟s lease expires December 31, 2010 and the 67 

owner of the lease, Centerpoint, is not going to renew the lease because the 68 

building originally leased by the Pipeline Group is the site of a new railroad 69 

intermodal facility.  As a result, Peoples Gas began construction of its own facility 70 

for the Pipeline Group in 2010 that the Pipeline Group will occupy by 2011.  71 

Based on this information, I recommend that the Commission reduce Peoples 72 

Gas‟ O&M expenses by the full amount of Peoples Gas‟ requested $58,000 in 73 

lease expense for the property in Elwood, Illinois due to the unreasonable 74 
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inclusion of building lease costs as shown in ICC Staff Exhibit 8.0, Schedule 8.1 75 

P. 76 

Q. Do you have reason to believe that Peoples Gas will not dispute your 77 

recommendation? 78 

A. Yes.  Peoples Gas, in its responses to Staff data requests (“DR”) ENG 1.11 and 79 

ENG 4.07 explained that it had erroneously forecasted $58,000 of O&M 80 

expenses for the lease of property in Elwood, IL for the Pipeline Group. 81 

Recommendation No. 2-New Warehouse at Manlove Gas Storage Field 82 

Q. What amount of utility plant in service for underground storage addition is 83 

Peoples Gas seeking related to the costs associated with Peoples Gas‟ request 84 

to construct a new warehouse at its Manlove Underground Gas Storage Field 85 

(“Manlove”)? 86 

A. Peoples Gas is seeking a projected year-end balance of utility plant in service for 87 

underground storage addition of $1,000,000 for the 2012 test year as shown on 88 

Section 285.2030, Schedule B-5, Line 2, Column G. 89 

Q. What conclusion have you reached regarding Peoples Gas‟ request to construct 90 

a new warehouse at Manlove? 91 

A. As explained later in my testimony, I concluded that Peoples Gas failed to 92 

provide sufficient information to demonstrate that the costs associated with 93 
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constructing a new warehouse at Manlove will be prudent and that the 94 

investment will be used and useful by December 2012, the end of the test year.  95 

Therefore, I am recommending the removal of all of Peoples Gas‟ requested 96 

costs associated with the project.  Pursuant to the information related to this 97 

project‟s costs contained in Peoples Gas‟ response to Staff DR ENG 1.18, the 98 

amount I am recommending for removal from the 2012 test year is $1,000,000. 99 

Q. What standard must Peoples Gas follow to include new capital additions into its 100 

rates? 101 

A. While I am not an attorney my understanding is that Peoples Gas must meet the 102 

requirements of Section 9-211 of the Public Utilities Act (“Act”).  This section of 103 

the Act states as follows: 104 

The Commission, in any determination of rates or charges, shall 105 

include in a utility‟s rate base only the value of such investment 106 

which is both prudently incurred and used and useful in providing 107 

service to public utilities customers.  [220 ILCS 5/9-211] 108 

 Further, the Act provides a definition of used and useful in Section 9-212 of the 109 

Act that states: 110 

A generation or production facility is used and useful only if, and 111 

only to the extent that, it is necessary to meet customer demand or 112 

economically beneficial in meeting such demand. [220 ILCS 5/9-113 

212]  114 

Q. Has the Commission defined prudence in the past cases? 115 
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A. Yes.  The Commission defined prudence as: 116 

 117 

[…] that standard of care which a reasonable person would be 118 

expected to exercise under the circumstances encountered by 119 

utility management at the time decisions had to be made. In 120 

determining whether or not a judgment was prudently made, only 121 

those facts available at the time the judgment was exercised can 122 

be considered. Hindsight review is impermissible. Imprudence 123 

cannot be sustained by substituting one‟s judgment for that of 124 

another. The prudence standard recognizes that reasonable 125 

persons can have honest differences of opinion without one or the 126 

other necessarily being „imprudent‟. (Order, Docket No. 84-0395, 127 

October 7, 1987, page 17) 128 

Also, in Docket No. 88-0142, the Commission defined prudence as follows: 129 

Prudence is that standard of care which a reasonable person would 130 

be expected to exercise under the same circumstances 131 

encountered by utility management at the time decisions had to be 132 

made.  In determining whether a judgment was prudently made, 133 

only those facts available at the time judgment was exercised can 134 

be considered.  Hindsight review is impermissible. (ICC Docket No. 135 

88-0142, Order February 5, 1992, pp. 25-26) 136 

Section 9-212 of the Act provides a further explanation of “prudent” as it pertains 137 

to investments in additions to a utility‟s existing plant, such as a new electric 138 

utility generating plant or gas production facility. Section 9-212 of the Act states, 139 

in part:  140 

. . . For purposes of this Section, "prudent" means that at the time 141 

of certification, initiation of construction and each subsequent 142 

evaluation of any construction project until the time of completion, 143 

based on the evidence introduced in any hearings and all 144 

information which was known or should have been known at the 145 

time, and relevant planning and certification criteria, it was prudent 146 

and reasonable to conclude that the generating or production 147 

facility would be used and useful in providing service to customers 148 

at the time of completion. 149 
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Q. What is Peoples Gas‟ stated purpose for its request to construct a new 150 

warehouse at its Manlove Gas Storage Field? 151 

A. Peoples Gas‟ response to Staff DR ENG 4.06, subpart d, states:  152 

The New Warehouse project is necessary in order to provide 153 

adequate indoor storage space for most inventory items at the 154 

Manlove Field Facility. Currently, inadequate in-door storage space 155 

has resulted in the unsheltered storage of many valves, fittings, 156 

and pipe. This has sometimes resulted in inventory deteriorating to 157 

the point of being unusable. Also, current inventory control of parts 158 

is unnecessarily complicated and inefficient due to the 159 

unavailability of a common storage site. The project to construct a 160 

warehouse large enough to allow for the indoor storage of most 161 

these items will help ensure the reliability and safety of gas storage 162 

assets. 163 

Q. In your opinion, has Peoples Gas provided enough documentation in 164 

order to support the inclusion of costs associated with this project in its 165 

rate increase request? 166 

A. No, and I have two areas of concern regarding the inclusion of costs 167 

associated with constructing a new warehouse at Manlove.  First, Peoples 168 

Gas has not provided a business case supporting the benefits of or the 169 

need for this warehouse.  Second, Peoples Gas has not provided 170 

sufficient documentation to support the costs and the likely timeline for the 171 

completion of the construction of the new warehouse at Manlove by 172 

December 2012. 173 
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Q. To the best of your knowledge, has Peoples Gas acquired the pertinent 174 

documentation, such as a business case to justify the project? 175 

A. No.  Peoples Gas indicated in its response to Staff DR ENG 4.06, subpart 176 

d, that it will not develop a business case until after it acquires a confirmed 177 

winning bid for the design and construction of the new warehouse. 178 

Q. What is a business case? 179 

A. A business case is a comprehensive document or set of documents which 180 

details various aspects of a utility‟s prospective project.  Depending on the 181 

nature of the project, these documents would include, but would not be 182 

limited to: the stated problem a utility faces that demonstrates the need for 183 

action to be taken, any project objectives, estimated costs of the project, 184 

project benefits, project risk assessment, alternatives to the project, initial 185 

project planning such as a timeline with milestones, and any executive 186 

approvals necessary for the commencement of the project. 187 

Q. Why is the development of a business case important to determine if a 188 

project is prudent and used and useful? 189 

A. In order for Staff to make an informed objective decision on Peoples Gas‟ 190 

request and to make a prudence and used and useful determination, 191 
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Peoples Gas must demonstrate how it reached a decision as well as 192 

demonstrate a benefit or need for the project.  Aside from the Peoples 193 

Gas‟ response to DR ENG 4.06, subpart d, in which Peoples Gas makes 194 

an unsubstantiated claim of increased safety and reliability associated 195 

with gas storage assets, Peoples Gas has not provided Staff any 196 

documentation that would explain why it needs the new construction 197 

project or how the project will benefit ratepayers. 198 

Q. Is the timing of the approval of the business case and the construction 199 

start date for the project a concern to you? 200 

A. Yes.  Peoples Gas response to Staff DR 4.05, noted that it had conducted 201 

all of the preliminary work associated with the project in-house, but this 202 

response also indicated Peoples Gas‟ intention to obtain more detailed 203 

data regarding the proposed project.  My concern is that Peoples Gas is 204 

still at the starting point in determining the materials and supplies needed 205 

for the new construction and the likely timeline for the project.  Further, 206 

without these details, Peoples Gas cannot develop a business case for 207 

the project. 208 

 In short, Peoples Gas cannot demonstrate that it will initiate the project in 209 

2012 and cannot provide any documentation to support the prudence or 210 

used and usefulness of the project. 211 
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Q. Do you have any concerns with Peoples Gas‟ response to DR ENG 4.06, 212 

subpart d, which describes its intention to obtain competitive bids for the 213 

design and construction of the project? 214 

A. Yes.  This response indicates that Peoples Gas is still at the early stages 215 

of the project.  This also means that Peoples Gas‟ projected $1,000,000 216 

cost associated with its requested warehouse represents a best guess of 217 

the warehouse costs.  Further, Peoples Gas‟ lack of a firm cost estimate 218 

serves as additional support for my concerns regarding the prudence and 219 

used and usefulness of the requested warehouse. 220 

Q. What is your recommendation regarding this topic? 221 

A. I recommend that the Commission remove Peoples Gas‟ projected year-222 

end balance of the utility plant in service for underground storage addition 223 

of $1,000,000 associated with this project for the 2012 test year. 224 

 I also recommend that Peoples Gas, in its rebuttal testimony provide an 225 

update on the status of the project.  This project update should include the 226 

business case, the most recent estimate for the overall cost of the project, 227 

test year project costs, its current timeline, the status of receiving all 228 

necessary approvals for project expenditures, documentation necessary 229 
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to demonstrate the prudence of its decision as well as any studies 230 

showing or demonstrating a benefit or need for the project. 231 

Recommendation No. 3-Working Capital Allowance for Gas in Storage 232 

Q. What amount of working capital allowance did the Companies request to cover 233 

the working gas, or top gas, contained in their natural gas storage field? 234 

A. Peoples Gas requested a 13-month average value of $76,078,000 and North 235 

Shore Gas requested a 13-month average value of $8,806,000 for their working 236 

capital allowance for gas in storage as shown on Peoples Gas‟ Section 237 

285.2005, Schedule B-1.1, Line 30, Column E and North Shore‟s Section 238 

285.2005, Schedule B-1.1, Line 30, Column E, respectively. 239 

Q. Do you agree that the Companies‟ requested working capital allowances for 240 

working gas are reasonable? 241 

A. No.  I recommend that the Companies reduce their requested 13-month average 242 

amount by approximately $2,266,000 for Peoples Gas and $456,000 for North 243 

Shore as shown on ICC Staff Exhibit 8.0, Schedule 8.2 P and ICC Staff Exhibit 244 

8.0, Schedule 8.2 N, respectively. 245 

Q. What is working gas? 246 

A. Working gas, sometimes called top gas, is the volume of gas in a storage 247 

reservoir that the utility cycles (withdrawn during winter months, injected during 248 
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the non-winter months) from storage.  Stated differently, working gas is the gas 249 

available in a storage reservoir to meet utility customers‟ winter demands.  The 250 

utility replaces the working gas used by the customers during the winter season 251 

by injecting gas back into the storage reservoir during the non-winter season. 252 

Q. What is base gas? 253 

A. Base gas, also called cushion gas, is the volume of gas required in a storage 254 

reservoir to provide adequate pressure to cycle the working gas.  Base gas is 255 

usually broken down into two components, recoverable base gas, and non-256 

recoverable base gas.  Recoverable base gas is the gas that the company 257 

expects to be able to recover from the field when it is retired.  The non-258 

recoverable base gas is the gas that the company does not expect to recover 259 

from the field when the field is retired. 260 

Q. In general, why does a gas utility use storage field supply? 261 

A. In the winter months, a gas utility uses storage field supply to meet winter peak 262 

demand, while also avoiding the costs associated with contracting for other 263 

winter firm supply resources.  In addition, a storage field's working gas is 264 

comprised of summer injections that are, under most circumstances, less 265 

expensive than winter resources.  Therefore, there is usually an economic 266 

incentive to use storage field gas supplies. 267 
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Q. Is the working capital allowance associated with gas in storage related to working 268 

gas/top gas or base gas/cushion gas? 269 

A. The working capital allowance for gas in storage is the 13-month average value 270 

of a utility‟s top gas/working gas. 271 

Q. How does a utility normally recover its top gas costs/working gas? 272 

A. A utility recovers its top gas costs from ratepayers through the purchased gas 273 

adjustment (“PGA”) rates at the time the utility withdraws the gas from the 274 

storage fields.  However, since the utility injects the vast majority of storage gas 275 

during non-winter months, there is a lag between when a utility injects the gas 276 

into a storage field or leased storage service (and pays its supplier for that gas) 277 

and when the utility withdraws that gas and receives its payment for the same 278 

gas.  Therefore, in the past the Commission allows the utility a working capital 279 

allowance in base rates for the value of its top gas in storage. 280 

Q. Do you have any concerns regarding the Companies‟ requested working capital 281 

request associated with their gas in storage in this proceeding? 282 

A. Yes.  I determined that the Companies‟ request relied upon gas pricing 283 

information available as of September 2010 to forecast its 2012 test year costs 284 

associated with its working capital allowance for gas in storage.  However, 285 
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projections of gas prices for the 2012 test year have shown a price decline since 286 

the September 2010 estimate. 287 

Q. Do you agree with the Companies‟ use of out-dated gas pricing information 288 

associated with their working capital allowance for gas in storage? 289 

A. No.  The costs associated with working capital allowance for gas in storage came 290 

from September 2010 gas pricing information provided in Schedule B-1.1, 291 

column G, line 30, of the Companies‟ initial filing.  However, I am aware that 292 

significant price reductions have occurred for natural gas since September 2010. 293 

 Therefore, it is my opinion that the inclusion of costs associated with working 294 

capital allowance for gas in storage calculated using the higher priced 295 

September 2010 gas pricing information is unreasonable. 296 

Q. Have the Companies provided any updates to their working capital allowance for 297 

gas in storage that relied on more up-to-date gas pricing information? 298 

A. Yes.  In Staff DR ENG 5.01, I asked the Companies to provide an updated 299 

calculation of the valuation of working capital allowance for gas in storage using 300 

the same criteria as in the initial calculation, with updated gas pricing information. 301 

 In response to this data request, the Companies provided PGL ENG 5.01, 302 

Attach 01 and NS ENG 5.01, Attach 01. 303 
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Q. What is your recommendation regarding the Companies‟ requested valuation of 304 

their working capital allowance for gas in storage? 305 

A. I recommend that the Commission direct the Companies to use a more current 306 

price forecast to determine the valuation of their working capital allowance for 307 

gas in storage, specifically the information the Companies provided in PGL ENG 308 

5.01 Attach 01 and NS ENG 5.01, Attach 01. 309 

Q. What is the impact of using a more current gas price forecast on the Companies‟ 310 

valuation of their working capital allowance for gas in storage? 311 

A. As shown on ICC Staff Exhibit 8.0, Schedules 8.2 P and 8.2 N, respectively, the 312 

use of the gas price forecast from the Companies‟ response to ENG 5.01 results 313 

in a reduction to Peoples Gas‟ 13-month average valuation for its working capital 314 

allowance for gas in storage of $2,266,000 for the 2012 test year and a reduction 315 

to North Shore‟s 13-month average valuation for its working capital allowance for 316 

gas in storage of $456,000 for the 2012 test year. 317 

Recommendation No. 4-Physical Losses at Manlove Storage Field 318 

Q. What conclusion have you reached regarding Peoples Gas‟ method of 319 

accounting for physical losses of gas at the Manlove Underground Gas Storage 320 

field? 321 
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A. I conclude that Peoples Gas has failed to account for physical gas losses at 322 

Manlove in a proper manner.  I recommend that the Commission direct Peoples 323 

Gas to record the costs associated with physical gas losses at Manlove as an 324 

expense in Account 823. 325 

Q. What are physical gas losses associated with the daily operation of an 326 

underground gas storage field? 327 

A. As I have used the term, a physical loss of gas from a storage field refers to any 328 

known gas loss that a utility can attribute to a specific event at the storage field. 329 

Q. What can cause physical losses of gas at a gas storage field? 330 

A. Physical losses can occur from the normal operation and maintenance of the 331 

storage field or even a leak within the storage field itself. 332 

Q. How can normal operation and maintenance at a storage field create physical 333 

losses of gas? 334 

A. When a utility operates and maintains the physical plant equipment, i.e., pipes, 335 

wells, compressors, etc., at a storage field, the utility may have to vent some gas 336 

in order to conduct the work on the equipment.  Other examples of a physical 337 

gas loss are utility equipment consumption of gas for power and utility gas quality 338 

analysis equipment venting small amounts of gas to the atmosphere.  Physical 339 

loss can also occur through the venting of safety related equipment such as relief 340 
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values and emergency shut down devices designed to protect storage 341 

equipment.  These and other various activities result in the known release of gas 342 

to the atmosphere. 343 

Q. How do utilities determine the volume of gas lost to the atmosphere as the result 344 

of normal operation and maintenance at the storage field? 345 

A. Utilities determine the volume of gas loss by using an engineering estimate 346 

calculated from the available data.  This does not represent a metered or 347 

measured quantity of gas; rather it is an estimate of the known gas loss. 348 

Q. Do you have any concerns regarding Peoples Gas‟ method of accounting for its 349 

physical losses of gas at Manlove? 350 

A. Yes.  Peoples Gas in its response to Staff DR ENG 4.01, Attach 01, describes its 351 

method of accounting for physical losses of gas.  Its current method of 352 

accounting for physical losses of gas at Manlove results in recovery of the cost of 353 

these losses through its purchase gas adjustment (“PGA”) clause.  However, my 354 

understanding of the proper accounting for these losses requires Peoples Gas to 355 

expense these costs and recover the expenses through base rates versus 356 

recovering them through its PGA. 357 

Q. Has Staff taken a similar position with regard to the proper accounting of storage 358 

field activity in the past? 359 
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A. Yes.  In ICC Docket Nos. 07-0585 thru 07-0590 Cons. (Order, September 24, 360 

2008, page 7) Staff recommended that AmerenCIPS, AmerenCILCO, and 361 

AmerenIP (collectively “Ameren”) use Account 823 only for physical losses and 362 

encouraged Ameren to work with Staff to develop an inventory policy associated 363 

with its inventory adjustments to utility-owned storage facilities. 364 

 Further, it is my understanding that Staff has also worked with Northern Illinois 365 

Gas Company (“Nicor”) to develop a policy similar to the one created in the 366 

Ameren proceedings. 367 

Q. Are there any other natural gas public utilities in the state that operate utility-368 

owned storage facilities besides Ameren, Nicor, and Peoples Gas? 369 

A. No.  I am not aware of any other Illinois natural gas public utility that operates 370 

utility-owned storage facilities beside those utilities.  As such, having Peoples 371 

Gas account for its physical losses from utility-owned storage facilities in Account 372 

823 would be consistent with the other Illinois natural gas public utilities. 373 

Q. What is Account 823? 374 

A. The Uniform System of Accounts for Gas Utilities Operating in Illinois, on page 375 

214, under the section titled, “823 Gas Losses,” states in its entirety: 376 

This account shall include the amounts of inventory adjustments 377 

representing the cost of gas lost or unaccounted for in underground 378 

storage operations due to cumulative inaccuracies of gas 379 
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measurements or other causes. (See paragraph G of Account 117, 380 

Gas stored underground -  Noncurrent)  If however, any adjustment 381 

is substantial, the utility may, with approval of the Commission, 382 

amortize the amount of the adjustment to this account over future 383 

operating periods. 384 

Q. What is the impact of changing the accounting methodology for physical gas 385 

losses in this proceeding? 386 

A. Since Peoples Gas had only previously recovered these costs through the PGA, 387 

the change in methodology results in an increase of costs that Peoples Gas 388 

must recover through base rates.  Peoples Gas‟ response to Staff DR ENG 7.01 389 

projects that for the 2012 test year, it will incur $120,644 in physical gas losses. 390 

Q. What is your recommendation regarding Peoples Gas‟ method of accounting for 391 

physical losses of gas at its Manlove Underground Gas Storage Field? 392 

A. I recommend that the Commission direct Peoples Gas as of January 1, 2012, to 393 

cease its current method of accounting for its physical losses of gas at Manlove 394 

and adopt the accounting method I have described above, namely to include its 395 

physical losses associated with Manlove in Account 823.  The change in 396 

accounting methodology for physical losses results in the addition of $120,644 397 

into Account 823, as shown on ICC Staff Exhibit 8.0, Schedule 8.3 P. 398 

Recommendation No. 5-Written Policy 399 
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Q. Does People Gas have a written policy concerning how it categorizes its 400 

underground storage field adjustments or corrections? 401 

A. Yes.  Peoples Gas‟ response to Staff DR ENG 3.01 and ENG 4.01, states that 402 

the Company has a written policy concerning the nature of gas storage 403 

adjustments and/or corrections. 404 

Q. Does Peoples Gas need to amend its written policy concerning physical losses 405 

of gas at Manlove Underground Gas Storage Field? 406 

A. Yes.  As discussed above, my review of Peoples Gas‟ written policy concerning 407 

underground storage adjustments/corrections indicates that its current policy for 408 

the treatment of and accounting for its physical losses of gas at Manlove is 409 

incorrect.  Therefore, I recommend that Peoples Gas amend its written 410 

procedures for the treatment of physical losses of gas from underground storage 411 

fields as I have defined them above. 412 

Q. Does Staff have any concern with other portions of Peoples Gas‟ written 413 

procedures for other types of inventory corrections? 414 

A. No, not at this time.  However, Staff, as part of the process to review Peoples 415 

Gas‟ amendments to its written policy, will also further investigate and review 416 

Peoples Gas‟ activities on other topics to verify the proper accounting 417 

methodology. 418 
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Q. What is your recommendation concerning the process of amending Peoples 419 

Gas‟ written inventory policies? 420 

A. I recommend that the Commission‟s final order direct Peoples Gas to collaborate 421 

with Staff to develop such written procedures that are agreeable to both Peoples 422 

Gas and Staff, to amend its existing written procedures to account for the use of 423 

Account 823 for physical losses, and to allow Staff to verify the remaining 424 

procedures comply with Commission rules.  Further, I recommend that the 425 

Commission direct Peoples Gas to file its amended procedures on e-docket in 426 

this docketed proceeding within six months of the date of the Final Order. 427 

Q. Does this conclude your direct testimony? 428 

A. Yes. 429 
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Schedule 8.1P

1 Underground Storage $236,000

2 Cost for Building Lease $58,000

3 Underground Storage (Adjusted per Staff)$178,000

Line 1=Section 285.3025, Schedule C-4, Page 3, Line 22, Column C 

(Transmission Expenses_Operation - Other Expenses)

Line 3=Line 1 - Line 2

Building Lease for the PGL Pipeline Operations Group
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Schedule 8.2N

1 13-Month Average $8,806,000

2 13-Month Average (Updated) $8,350,000

3 Adjustment $456,000

Line 1=Section 285.2005, Schedule B-1.1, Line 30, Column E (13-month Average for Gas in Storage)

Line 2=North Shore's Response to Staff Data Request NS ENG 5.01, Attach 01, Line 30, Column E

Line 3=Line 1 - Line 2

Working Capital Allowance for Gas in Storage

North Shore
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Schedule 8.2P

1 13-Month Average $76,078,000

2 13-Month Average (Updated) $73,812,000

3 Adjustment $2,266,000

Line 1=Section 285.2005, Schedule B-1.1, Line 30, Column E 

(13-month Average for Gas in Storage)

Line 2=Peoples Gas' Response to Staff Data Request PGL ENG 5.01, Attach 01, Line 30, Column E

Line 3=Line 1 - Line 2

Working Capital Allowance for Gas in Storage

Peoples Gas
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Schedule 8.3P

1 Physical Gas Losses at Manlove Storage Field (Dth) 23,472

2 LIFO Rate Forecast $5.14

3 Costs Passed through PGA for Physical Losses $120,644

4 Gas Losses $0

5 Adjustment $120,644

Line 1=Peoples Gas Response to PGL ENG 7.01, Attach 02 

(Costs Passed through PGA for Physical Gas Losses)

Line 2=Peoples Gas Response to ENG 5.01 - Latest LIFO Rate Forecast Effective 5/1/11

Line 3=Line 1 * Line 2

Line 4=Section 285.3025, Schedule C-4, Page 2 (Account 823)

Line 5=Costs for Physical Losses at Manlove Storage Field 

(Updated Account 823 Effective 1/1/12)

Adjustment for Accounting Method for Physical Gas Losses

Peoples Gas


