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Q. Please state your name and business address. 1 

A. My name is Brett Seagle and my business address is Illinois Commerce 2 

Commission, 527 East Capitol Avenue, Springfield, Illinois 62701. 3 

Q. Are you the same Brett Seagle that previously provided testimony in this 4 

proceeding? 5 

A. Yes.  I previously presented direct testimony in this proceeding, ICC Staff Exhibit 6 

8.0. 7 

Q. What is the purpose of your rebuttal testimony? 8 

A. My rebuttal testimony responds to the rebuttal testimony of The Peoples Gas 9 

Light and Coke Company (“Peoples Gas”) and North Shore Gas Company 10 

(“North Shore”) (individually, the “Company” and collectively, the “Companies”) 11 

witnesses Thomas Puracchio, Sharon Moy, Christine Gregor, and John 12 

Hengtgen. 13 

Q. What recommendations did you make in your direct testimony? 14 

A. I made five recommendations.  I recommended that the Commission: 15 

 (1)  Reduce Peoples Gas‟ requested O&M expense by $58,000 due to 16 

the expiration of a building lease with the PGL Pipeline Operations 17 

group for space located in Elwood, Illinois; 18 
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(2) Reduce Peoples Gas‟ projected year-end balance of utility plant in 19 

service for underground storage addition by $1,000,000 for the 20 

2012 test year due to Peoples Gas failure to provide adequate 21 

support for its request to construct a new warehouse at the 22 

Manlove Underground Gas Storage Field; 23 

(3)  Reduce the Companies‟ requested working capital allowance for 24 

gas in storage 13-month average for the 2012 test year by 25 

$2,266,000 and $456,000 for Peoples Gas and North Shore, 26 

respectively; 27 

(4) Direct Peoples Gas, as of January 2012, to modify its method of 28 

accounting for physical gas losses associated with its Manlove 29 

Underground Gas Storage Field.  This adjustment results in an 30 

O&M increase of $120,644; and 31 

(5) Direct Peoples Gas to amend its written procedures for the 32 

treatment of physical losses of gas from underground storage 33 

fields. 34 

Q. Are you addressing any other topics aside from the five recommendations that 35 

you made in your direct testimony? 36 
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A. Yes.  Companies‟ witness Mr. Puracchio discussed in his rebuttal testimony two 37 

projects whose timelines Peoples Gas accelerated such that the costs 38 

associated with these projects occur within the 2012 test year.  These two 39 

projects are the Pigging and Well-Head Separator Project #2 at Manlove and the 40 

Pipeline Heaters Replacement Project at Peoples Gas‟ Manhattan Regulator 41 

Station on the Mahomet Pipeline.  Peoples Gas proposed addition of the Pigging 42 

and Well-Head Separator Project #2 and the Pipeline Heaters Replacement 43 

Project result in an increase to Peoples Gas‟ base rates of $6,500,000 and 44 

$3,300,000, respectively. 45 

Q. What is your recommendation regarding the two new projects that Peoples Gas 46 

has requested for inclusion into base rates? 47 

A. As I will discuss more fully below, I found no reason to dispute Peoples Gas‟ 48 

request to include the costs associated with the Pigging and Well-Head 49 

Separator Project #2 and the Pipeline Heaters Replacement Project in Peoples 50 

Gas‟ base rates. 51 

Q. What are your current recommendations? 52 

A. Peoples Gas has agreed with my recommendations 1, 4, and 5.  I have 53 

withdrawn my recommendation 2 and I agree with Peoples Gas‟ request to 54 

include the cost associated with Pigging and Well-Head Separator Project #2 55 

and the Pipeline Heaters Replacement Project into its base rates. 56 
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 I also do not have any additional recommendations regarding the Companies 57 

updated valuations associated with their requested gas in storage 58 

(recommendation 3). 59 

Q. Do you have any schedules attached to your rebuttal testimony? 60 

A. Yes.  I have two schedules attached to my rebuttal testimony: 61 

 Schedule 17.1 N Working Capital Allowance for Gas in Storage 62 

 Schedule 17.1 P Working Capital Allowance for Gas in Storage 63 

Q. Did the Companies agree to any of your recommendations? 64 

A. Yes.  Companies witness Sharon Moy (NS-PGL Ex. 22.0, p. 5, Lines 92-93) 65 

accepted my recommendation to reduce Peoples Gas‟ O&M expense by 66 

$58,000 due to the expiration of a building lease with the PGL Pipeline 67 

Operations group for space located in Elwood, Illinois. 68 

 Further, Companies witness Thomas Puracchio (NS-PGL Ex. 33.0, p. 2, Lines 69 

44-45) agreed with my recommendation for Peoples Gas to modify its method of 70 

accounting for physical gas losses associated with its Manlove Underground Gas 71 

Storage Field.  Mr. Puracchio also agreed with my recommendation for Peoples 72 

Gas to work with Staff to update its written procedures for the treatment of 73 

physical losses of gas from underground storage fields. 74 
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 In summary, the Companies agreed to my recommendations number 1, 4, and 5. 75 

Therefore, I consider these issues resolved. 76 

Q. Did the Companies‟ witnesses‟ testimony cause you to reconsider any of the 77 

recommendations you made in your direct testimony? 78 

A. Yes.  I am altering my recommendation number 2, New Warehouse at Manlove 79 

Gas Storage Field and number 3, Working Capital Allowance for Gas In Storage. 80 

Recommendation No. 2-New Warehouse at Manlove Gas Storage Field 81 

Q. How have you altered your recommendation number 2? 82 

A. I am withdrawing my recommendation for the Commission to exclude Peoples 83 

Gas projected costs associated with the Company‟s new warehouse construction 84 

at Manlove Underground Gas Storage Field (“Manlove”). 85 

Q. Why did you recommend in your direct testimony that the Commission not allow 86 

Peoples Gas to recover costs associated with the construction of a new 87 

warehouse at Manlove? 88 

A. I found that Peoples Gas did not provide adequate support for the inclusion of 89 

the warehouse costs in its utility plant in service (“UPIS”) in its initial filling.  I also 90 

recommended that Peoples Gas provide in its rebuttal testimony an update on 91 

the status of the project. 92 
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Q. What additional information did Peoples Gas provide regarding this project? 93 

A. Peoples Gas‟ witness Puracchio provided a draft business case, NS-PGL Ex. 94 

33.1.  The draft business case provides a timeline with milestones including 95 

construction start and completion dates, cost estimates for the project, the level 96 

of internal approvals acquired, and various alternatives to the project.  97 

Additionally, the Companies response to ENG 10.01, NS-PGL ENG 10.01 Attach 98 

01, provides detailed information to support the projected construction costs as 99 

well as a comparison of the Present Value Revenue Requirement (“PVRR”) of 100 

the selected option to the stated alternatives.  This response demonstrated that 101 

Peoples Gas selected option for the warehouse was the least cost alternative in 102 

comparison to any other alternatives.  Additionally, I relied on Peoples Gas‟ 103 

responses to Staff data requests (“DR”) ENG 4.05, 4.06, 6.01, 6.02, 10.02, and 104 

10.03. 105 

Q. Aside from the information that Mr. Puracchio provided in his rebuttal testimony 106 

and the Companies‟ response to the DR you referenced above, did you rely on 107 

any other information while conducting your review of Peoples Gas‟ need to 108 

construct a new warehouse at Manlove and to assess the prudence and used 109 

and usefulness of Peoples Gas‟ decision? 110 

A. Yes. On August 3, 2011, I took a tour of Manlove in order to get a detailed 111 

overview of the current warehouse situation and to verify various statements 112 
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made in Mr. Puracchio‟s rebuttal testimony regarding the need to construct a 113 

new warehouse.  During the tour, it became evident that the current storage 114 

situation at Manlove was, at the very least, unfavorable.  Mr. Puracchio 115 

discussed various tasks performed by maintenance crews at Manlove in which 116 

the current inventory storage situation created unnecessary time-consuming 117 

work for those maintenance crews.  Peoples Gas‟ response to Staff DR ENG 118 

10.01 provided additional examples of this type of undesirable situation occurring 119 

on numerous occasions, which the new warehouse would alleviate.  Further, I 120 

observed the undesirable potential personal safety hazard created by the lack of 121 

storage space.  The lack of storage space at Manlove caused Peoples Gas to 122 

store some materials in the work areas of maintenance crews, which in turn 123 

caused those personnel to have to work around those materials while completing 124 

their work duties.  Based on Peoples Gas‟ response to ENG 10.01 as well as my 125 

on-site inspection on August 3, 2011, I determined Peoples Gas established a 126 

need to construct the requested new warehouse at Manlove. 127 

Q. What is your current recommendation regarding Peoples Gas request to recover 128 

costs associated with the new warehouse construction at Manlove? 129 

A. I now recommend based on my review of the above referenced information that 130 

the Commission allow Peoples Gas to include costs associated with the new 131 

warehouse construction at Manlove.  This results in an increase to Peoples Gas‟ 132 
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projected year-end balance of UPIS for underground storage addition of 133 

$1,000,000 for 2012. 134 

Recommendation No. 3-Working Capital Allowance for Gas in Storage 135 

Q. What did you recommend in your direct testimony regarding your adjustment 136 

associated with the Companies‟ valuation of its working capital allowance for gas 137 

in storage? 138 

A. I recommended that the Commission reduce the Companies‟ requested working 139 

capital allowance for gas in storage 13-month average for the 2012 test year by 140 

$2,266,000 and $456,000 for Peoples Gas and North Shore, respectively.  The 141 

basis for my recommendation was to update the gas prices that the Companies 142 

used to value the gas in storage volumes to more recent information. 143 

Q. How did the Companies respond? 144 

A. Companies‟ witness Christine Gregor (NS-PGL Ex. 21.0) and John Hengtgen 145 

(NS-PGL 23.0) responded to my recommendation Ms. Gregor in rebuttal 146 

testimony, NS-PGL Ex. 21.0, pp. 6-7, Lines 139-143, states: 147 

The adjustments to the working capital allowance for gas in storage in rate 148 

base should be based on the latest natural gas prices available from 149 

NYMEX that were used in the Utilities‟ July Gas Charge Filing.  This 150 

resulted in a “LIFO” (last-in, first-out) natural gas price of $5.18 for 151 

Peoples Gas and $5.35 for North Shore. 152 
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 Mr. John Hengtgen, in NS-PGL Ex. 23.0, p. 8, Lines 162-164, discusses 153 

updating the gas in storage valuation in rate base to reflect the most recent gas 154 

price provided by Companies witness Gregor.  Further, Mr. Hengtgen provides 155 

an updated calculation of gas in storage in attachments to rebuttal testimony for 156 

North Shore and Peoples Gas, NS-PGL Ex. 23.5N and NS-PGL Ex. 23.5P, 157 

respectively. 158 

Q. Do you agree with the positions that the Companies witnesses took on this 159 

issue? 160 

A. Yes.  I agree with Ms. Gregor that the Companies should rely on the latest 161 

natural gas prices available, which the Companies used in their July Gas Charge 162 

Filing, to value their working capital allowance for gas in storage. 163 

 I also agree with Mr. Hengtgen‟s resulting calculation for the Companies‟ gas in 164 

storage valuation, except that the values Mr. Hengtgen provided in NS-PGL 23.5 165 

N and NS-PGL 23.5 P are net calculations, whereas the values I have testified to 166 

are the gross valuations. Therefore, in order to eliminate any misunderstanding 167 

of the valuation of working capital allowance for gas in storage, I have attached 168 

two schedules to my testimony, ICC Staff Ex. 17.1 N and ICC Staff Ex. 17.1 P, 169 

for North Shore and Peoples Gas, respectively, which demonstrate the 170 

calculations for both the gross gas in storage valuation and the net valuation of 171 

gas in storage.  These schedules demonstrate that I am in agreement with the 172 
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Companies gross valuations of the working capital allowance for gas in storage, 173 

namely $8,377,077 as shown on ICC Staff Ex. 17.1N and $73,921,775 as shown 174 

on ICC Staff Ex. 17.1P.  Therefore, the Companies have successfully addressed 175 

the concerns that I raised in my direct testimony regarding the gross valuation of 176 

the working capital allowance for gas in storage and I consider this issue 177 

resolved.  I would note for further clarification that it is my understanding that 178 

Staff witness Ebrey has an adjustment to accounts payable which impacts the 179 

working capital allowance for gas in storage. 180 

Additional Capital Expenditures 181 

Pigging and Well-Head Separation Project #2 182 

Q. What is the Pigging and Well-Head Separation Project #2 (“Pigging Project #2”)? 183 

A. Pigging Project #2 involves Peoples Gas replacing portions of the gathering 184 

system at Manlove.  The new gathering system will include the installation of 185 

pigging facilities, and piping modifications to accommodate the in-line inspection 186 

of the gathering system piping.  The scope of the project also includes the 187 

installation of larger wellhead gas/water separators at the impacted l wells at 188 

Manlove. 189 

Q. What are pigging facilities? 190 
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A. Pigging facilities refer to the physical equipment that allows the launching and 191 

retrieval of pipeline pigs from the pipeline system.  A pipeline pig (“pig”), refers to 192 

a device that is placed inside of a pipeline for purposes of cleaning or performing 193 

a variety of inspections of the pipeline in question. 194 

 For example, if a utility wanted to use a cleaning pig on a pipeline the process 195 

would follow these lines.  First, the utility would insert the pig into the pipeline by 196 

means of a device called a pig launcher.  The flowing pressure of the gas (or 197 

whatever media is in the pipeline) would push the pig through the line, as the pig 198 

moves through the line it will push any accumulated water or other substances 199 

along in front of it.  The pig travels through the pipeline until it reaches the pig 200 

receiver, which traps the pig and allows the utility to remove it from the pipeline.  201 

Usually, a slug catcher, which is designed to trap the water and other substances 202 

pushed by the pig for later removal and disposal, is installed at the pig receiver.  203 

A utility can use these same pigging facilities, launchers and receivers, to insert 204 

and remove instrumented pigs, or “smart pigs,” in the pipeline. Smart pigs are 205 

equipped with electronic devices that a utility uses to detect corrosion, dents, or 206 

other abnormalities in the pipeline. 207 

Q. Did Peoples Gas request Commission approval for the costs associated with 208 

Pigging and Well-Head Separation Project#1(“Pigging Project #1)? 209 
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A. Yes.  The Company requested inclusion of the cost associated with Pigging 210 

Project #1 in its initial filing.  I found no reason to dispute Peoples Gas requested 211 

cost recovery associated with Pigging Project #1. 212 

Q. Is the rationale that Peoples Gas had for Pigging Project #1, the same as for 213 

Pigging Project #2? 214 

A. Yes.  The only difference between the two projects is that each involves a 215 

different portion of the gathering system at Manlove. 216 

Q. What standard must Peoples Gas follow to include new capital additions into its 217 

rates? 218 

A. While I am not an attorney my understanding is that Peoples Gas must meet the 219 

requirements of Section 9-211 of the Public Utilities Act (“Act”).  This section of 220 

the Act states as follows: 221 

The Commission, in any determination of rates or charges, shall 222 

include in a utility‟s rate base only the value of such investment 223 

which is both prudently incurred and used and useful in providing 224 

service to public utilities customers.  [220 ILCS 5/9-211] 225 

 Further, the Act provides a definition of used and useful in Section 9-212 of the 226 

Act that states: 227 

A generation or production facility is used and useful only if, and 228 

only to the extent that, it is necessary to meet customer demand or 229 

economically beneficial in meeting such demand. [220 ILCS 5/9-230 

212]  231 
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Q. Has the Commission defined prudence in the past cases? 232 

A. Yes.  The Commission defined prudence as: 233 

 234 

[…] that standard of care which a reasonable person would be 235 

expected to exercise under the circumstances encountered by 236 

utility management at the time decisions had to be made. In 237 

determining whether or not a judgment was prudently made, only 238 

those facts available at the time the judgment was exercised can 239 

be considered. Hindsight review is impermissible. Imprudence 240 

cannot be sustained by substituting one‟s judgment for that of 241 

another. The prudence standard recognizes that reasonable 242 

persons can have honest differences of opinion without one or the 243 

other necessarily being „imprudent‟. (Order, Docket No. 84-0395, 244 

October 7, 1987, page 17) 245 

Also, in Docket No. 88-0142, the Commission defined prudence as follows: 246 

Prudence is that standard of care which a reasonable person would 247 

be expected to exercise under the same circumstances 248 

encountered by utility management at the time decisions had to be 249 

made.  In determining whether a judgment was prudently made, 250 

only those facts available at the time judgment was exercised can 251 

be considered.  Hindsight review is impermissible. (ICC Docket No. 252 

88-0142, Order February 5, 1992, pp. 25-26) 253 

Section 9-212 of the Act provides a further explanation of “prudent” as it pertains 254 

to investments in additions to a utility‟s existing plant, such as a new electric 255 

utility generating plant or gas production facility. Section 9-212 of the Act states, 256 

in part: 257 

. . . For purposes of this Section, "prudent" means that at the time 258 

of certification, initiation of construction and each subsequent 259 

evaluation of any construction project until the time of completion, 260 

based on the evidence introduced in any hearings and all 261 

information which was known or should have been known at the 262 

time, and relevant planning and certification criteria, it was prudent 263 
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and reasonable to conclude that the generating or production 264 

facility would be used and useful in providing service to customers 265 

at the time of completion. 266 

Q. What information have the Companies provided to support their request for  the 267 

inclusion of costs associated with Pigging Project #2? 268 

A. Peoples Gas witness Mr. Puracchio provides a business case for this project in 269 

his rebuttal testimony NS-PGL Ex. 33.2.  This business case includes a list of 270 

primary safety and reliability issues Peoples Gas is experiencing or can expect to 271 

experience in the near future if Peoples Gas does not proceed with this project.  272 

Further, in response to Staff DR ENG 8.02, Peoples Gas provides additional 273 

information concerning the need to commence the project. 274 

 Further, the business case also discussed the benefits Peoples Gas would 275 

realize at the completion of the project, a timeline with milestones demonstrating 276 

project completion before the end of the 2012 test year, a risk assessment, a list 277 

of alternatives considered, and rationale for choosing this option over the other 278 

alternatives considered. 279 

 Finally, I reviewed Peoples Gas‟ response to Staff DR ENG 8.02.  Peoples Gas‟ 280 

response provides more Pigging Project #2 details that further establish that 281 

Peoples Gas‟ actions are prudent and that Pigging Project #2 is used and useful. 282 

 This response also contained more detailed project pricing information, which 283 

was based on similar projects Peoples Gas had undertaken within the last two 284 
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years.  Finally, the response provided Peoples Gas‟ rationale regarding the 285 

placement of larger gas/water separators at pre-designated well-head sites and 286 

a map that designates where the underground natural gas lines that Peoples 287 

Gas intends to modify for pigging purposes are located. 288 

Q. Do you dispute Mr. Puracchio‟s stated rationale for the project? 289 

A. No, I do not. 290 

Q. What is your current view regarding Peoples Gas request for the inclusion of 291 

costs associated with the  Pigging and Well-Head Separation Project #2? 292 

A.  I find no reason to object to Peoples Gas‟ request to include costs associated 293 

with the Pigging and Well-Head Separation Project #2 into base rates.  The 294 

addition of this project results in an increase in base rates of $6,500,000. 295 

Pipeline Heaters Replacement Project 296 

Q.  What is the stated rationale for the inclusion of costs associated with the 297 

Pipeline Heaters Replacement Project? 298 

A. Peoples Gas witness Puracchio in rebuttal testimony, NS-PGL Ex. 33.0, pp. 9-299 

10, Lines 199-206, states: 300 

The existing pipeline heaters were installed in the 1980‟s and are 301 

nearing the end of their useful life. Pipeline heaters are required at 302 

the Manhattan Regulator Station because of the pressure drop 303 

associated with the operation of the station. This pressure drop, or 304 
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lowering of the pressure of the gas in the pipeline, results in a 305 

cooling of the gas stream. Without the pipeline heaters, the 306 

temperature of the gas could fall below acceptable levels 307 

potentially causing frost-heaving, damage to equipment, and 308 

damage to public roads in close proximity to the station. 309 

Q. Do you dispute Mr. Puracchio‟s stated rationale for the inclusion of costs 310 

associated with the Pipeline Heaters Replacement Project into base rates? 311 

A. No, I do not. 312 

Q. Have you reviewed any other supporting documentation regarding your 313 

determination of the prudence and used and usefulness of the project? 314 

A. Yes. Company witness Puracchio in a supplemental attachment to Staff DR ENG 315 

8.03, NS-PGL ENG 8.03 SUPP Attach 02 provides a draft business case for this 316 

project.  This business case details various aspects of the project, namely; all 317 

benefits realized at the completion of the project, a timeline with milestones 318 

demonstrating project completion before the end of the test year 2012, a risk 319 

assessment, a list of alternatives considered, and rationale for choosing this 320 

option over the other alternatives considered. 321 

Q. What is your current view of Peoples Gas request for the inclusion of costs 322 

associated with the Pipeline Heaters Replacement Project? 323 
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A. I find no reason to object to Peoples Gas‟ request to include the costs associated 324 

with the Pipeline Heaters Replacement Project into base rates.  The addition of 325 

this project results in an increase in base rates of $3,300,000. 326 

Q. Does this conclude your rebuttal testimony? 327 

A. Yes, it does. 328 
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Schedule 17.1 N

Line No.

(A) (B) ( C )

1 December, 2011 8,799,345.98 8,799,345.98

2 January, 2012 3,722,907.35 3,722,907.35

3 February 829,852.53 829,852.53

4 March 361,090.74 361,090.74

5 April 1,075,412.57 714,321.83 361,090.74

6 May 2,518,037.79 1,442,625.22 1,075,412.57

7 June 4,152,283.30 1,634,245.51 2,518,037.79

8 July 6,138,181.06 1,985,897.76 4,152,283.30

9 August 9,297,495.18 3,159,314.12 6,138,181.06

10 September 17,049,388.38 7,751,893.20 9,297,495.18

11 October 23,081,368.93 6,031,980.55 17,049,388.38

12 November 23,077,292.23 23,077,292.23

13 December 8,799,345.98 8,799,345.98

13-Month Total 108,902,002.02 16,688,297.64 86,181,723.83

13-Month Average 8,377,077.08 1,747,713.71 6,629,363.37

Column A, Lines 1-13 = NS-PGL 23.5 N WP, "Layers," Column C, Lines 1-13 

Column B, Lines 5-12 = Monthly incremental increase in Column A

Column C, Lines 1-13 = Column A - Column B

Gas In Storage
Associated Accounts 

Payable
Net

North Shore Gas Working Capital Allowance for Gas in Storage
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Schedule 17.1 P

Line No.

(A) (B) ( C )

1 December, 2011 95,486,282.26 95,486,282.26

2 January, 2012 33,451,902.93 33,451,902.93

3 February 19,181,092.00 19,181,092.00

4 March 12,510,715.27 12,510,715.27

5 April 17,478,065.03 4,967,349.76 12,510,715.27

6 May 26,839,481.93 9,361,416.90 17,478,065.03

7 June 36,502,896.40 9,663,414.47 26,839,481.93

8 July 58,309,202.73 21,806,306.33 36,502,896.40

9 August 103,496,893.26 45,187,690.53 58,309,202.73

10 September 135,855,016.82 32,358,123.56 103,496,893.26

11 October 158,005,245.90 22,150,229.08 135,855,016.82

12 November 168,380,008.90 10,374,763.00 158,005,245.90

13 December 95,486,282.26 95,486,282.26

14 13-Month Total 960,983,085.70 145,494,530.63 805,113,792.07

15 13-Month Average 73,921,775.82 11,989,945.66 61,931,830.16

Column A, Lines 1-13 = NS-PGL 23.5 P WP, "Layers," Column C, Lines 1-13 

Column B, Lines 5-12 = The incremental increase in Column A

Column C, Lines 1-13 = Column A - Column B

Gas In Storage
Associated 

Accounts Payable
Net

Peoples Gas Working Capital Allowance for Gas in Storage
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