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Scope.  The scope of R3’s retention as counsel on the potential 2011 cases is as follows.  
John Ratnaswamy will serve as lead outside counsel in the preparation and prosecution of the 
cases.  As to the preparation phase, R3’s work will include legal advice as to overall strategy, 
themes, witness selection, work planning, the preparation of the required filings, including 
tariffs, supplemental statements, cover letters, testimony, attachments, witness work papers, 
Schedules, Schedule work papers; materials required to be made available for inspection; 
motions relating to confidentiality designations and protective orders; and CD-ROMs or DVDs 
with public and confidential versions of the filings.  As to the prosecution phase, R3’s work will 
include advice and representation as to discovery (both defensive and affirmative) including 
overall review of data request responses, discovery disputes if any, discovery processing, the 
schedule, ordinary procedural motion practice if any, analysis of Staff and intervenor direct 
testimony, rebuttal testimony, analysis of Staff and intervenor rebuttal testimony, surrebuttal 
testimony, evidentiary hearing preparation and participation in the hearing, post-hearing Initial 
and Reply Briefs, analysis of the Administrative Law Judges’ Proposed Order, Briefs and Reply 
Briefs on Exceptions, settlement discussions if any, oral argument if any, analysis of the final 
Order, the compliance filing, preparation of an Application for Rehearing if any, and analysis of 
intervenors’ Applications for Rehearing.  We expect consolidation of the cases.  If the cases were 
not consolidated, we believe that would tend to increase our fees by a small but possibly material 
amount, on the order of 5% although that figure is a very rough estimate.  The draft budget target 
assumes consolidation.  The engagement of R3 does not include securities law advice, tax 
advice, lobbying, or public affairs work.  The draft budget target does not include the services of 
Foley, nor the services of outside counsel at any other firm if any, nor the services of inside 
counsel.  The draft budget target does not include any proceedings on rehearing if a rehearing 
occurs; preparation, prosecution, or defense of any appeals; or any collateral litigation if any 
occurs.

With regard to subject matter, R3 will handle as legal counsel the issues typically 
expected in the Utilities’ rate cases, based on their 2007 and 2009 rate cases and other recent ICC 
gas rate cases, except: (1) Foley will have the lead responsibility as to the subjects of capital 
structure, the rate of return, incentive compensation, billing determinants, new Riders if any, 
Rider ICR issues, and Rider VBA issues, including any issues relating to movement from 
Rider VBA toward a “straight fixed variable” rate design; and (2) inside counsel Mary Klaysheff 
will have the lead responsibility as to the subjects of cost of service analysis, rate design, 
transportation customer service terms and conditions, and retail gas supplier issues.  You also 
have reserved the assignment of any unexpected emergent issues.  The draft budget target does 
not assume any unexpected emergent issues. 

The draft budget target assumes that inside business personnel, due to having recently 
completed 2007 and 2009 rate cases, are well-positioned again to perform a high level of work 
on the potential 2011 cases in an efficient manner. 

Discounted Fees.  The draft budget target assumes the significantly discounted hourly 
fees to which we have agreed after negotiation for purposes of the potential 2011 cases.  On 
average, for lawyers and staff who are expected to perform the vast majority of the work on the 
cases, the fees are approximately 20% below our undiscounted rates, and, with regard to the task 
of reviewing draft data request responses where another counsel has the lead, the fees are 
approximately 40% below our undiscounted rates. 
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2009 Cases.  Given the scope of our work on the potential 2011 cases and our 
significantly discounted fees, then, based on the aspects of the 2009 Peoples Gas and North 
Shore rate cases that were performed by us and our colleagues while we were at Foley and the 
associated recorded hours and fees, we would estimate, all else being equal, that our fees on the 
2011 cases would be approximately $1,300,000 to $1,325,000.  We would expect some increases 
in efficiency due to our work on the 2009 cases and our work for other clients, but the 2009 cases 
recorded hours reflected large increased efficiencies over the 2007 cases, and further 
improvements of similar magnitude would not be expected.  See further below. 

Developments in Other Rate Cases.   The recent Ameren Illinois utilities rate cases that 
resulted in an Order on Rehearing dated November 4, 2010, and the pending Commonwealth 
Edison Company rate case have involved heightened numbers of contested issues, including 
some issues that previously had been resolved in favor of utilities.  In addition, the extent of 
discovery in the pending ComEd case is significantly increased from the level in ComEd’s 2007 
rate case, in particular, while the nominal number of data requests is roughly the same thus far,  
the breadth and depth of the subjects of data requests and the numbers of subparts of data 
requests are significantly increased. 

Final Figure.  If recent trends were to continue with the potential 2011 cases, we would 
expect the number of contested issues and the level of discovery work to increase significantly 
from the 2009 cases, more than offsetting natural increases in efficiency due to experience.  As 
the same time, however, as in past cases, we are committed to striving to work against the draft 
budget target.  Accordingly, we believe that it is reasonable to present a draft budget target of 
$1,314,000.  That figure is approximately $250,000 below what it would be using the hourly 
rates that prevailed at Foley during the 2009 cases. 

Four Stages.  We have divided up the draft budget target into four phases, consisting of 
(1) preparation through filing; (2) prosecution through the end of written discovery, the 
beginning of preparation for the evidentiary hearing, and the beginning of planning for 
post-hearing briefs; (3) the evidentiary hearing and the preliminary work on post-hearing briefs; 
and (4) post-hearing briefs and reply briefs, review of the ALJ’s Proposed Order, briefs and reply 
briefs on exceptions, oral argument, review of the Order, and preparation of an application for 
rehearing.

Stage / Total Fees
Stage 1 (Oct. 2010 to Mid-Feb. 2011) $168,000 
Stage 2 (Mid-Feb. 2011 to Aug. 2011) $724,000 
Stage 3 (Sept. 2011) $140,000
Stage 4 (Oct. 2011 to Jan. 2012) $282,000 
Total $1,314,000 

Disbursements Not Included.  As indicated above, the draft budget target does not 
include any disbursements, whether for witnesses, consultants, vendors, or otherwise. 
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PGL JMO 10 01 APR 2SUPP Attach 03

Peoples Gas Peoples Gas JMO 10.01 April 2011 SUPP Attach 03
Reconciliation between intercompany labor billing and Schedule C 10
Costs through April 30, 2011

REVISED
Total Schedule C 10.1 Total Schedule C 10.1 Total Schedule C 10.1

Interco Billing Interco Billing to be included Interco Billing
interco direct labor $ interco loadings & other $ from Affiliates from Affiliates interco loadings & other $ from Affiliates

February 2010 515 04$ 105.62$ 620.66$ 620.66$ 239.79$ 860.45$
March 2010 499 55$ 102 55$ 602.10$ 602.10$ 224.17$ 826.27$
April 2010 921 98$ 189.40$ 1,111.38$ 1,111.38$ 400.04$ 1,511.42$
May 2010 2,747 21$ $ 2,747.21$ 2,747.21$ 1,803.32$ 4,550.53$
June 2010 2,732.70$ 1,497 81$ 4,230.51$ Note (2) 4,230.51$ 570.30$ 4,800.81$
July 2010 3,063 07$ 684 02$ 3,747.09$ 3,747.09$ 1,324.48$ 5,071.57$
August 2010 3,196.48$ 714.13$ 3,910.61$ 3,910.61$ 1,382.15$ 5,292.76$
September 2010 2,543 00$ 712 24$ 3,255.24$ 3,255.24$ 1,144.08$ 4,399.32$
October 2010 16,195 53$ 6,647.41$ 22,842.94$ 22,842.94$ 7,340.28$ 30,183.22$
November 2010 11,768.43$ 4,837.43$ 16,605.86$ 16,605.86$ 6,087.11$ 22,692.97$
December 2010 27,146 00$ 26,303.56$ 53,449.56$ 53,449.56$ 14,119.15$ 67,568.71$
January 2011 35,133 95$ 10,074.02$ 45,207.97$ 45,207.97$ 18,157.21$ 63,365.18$
February 2011 40,843.65$ 11,411.98$ 52,255.63$ 52,255.63$ 23,944.06$ 76,199.69$
March 2011 23,927.49$ 6,788 90$ 30,716.39$ 30,716.39$ 11,634.53$ 42,350.92$
April 2011 60,952.92$ 17,727.60$ 78,680.52$ 78,680.52$ 20,220.81$ 98,901.33$
Total actuals to date 232,187.00$ 87,796.67$ 319,983.67$ 319,983.67$ 108,591.48$ 428,575.15$

Note (1) Note (1) JMO 10.01 Attach 01 JMO 10.01 Attach 01 JMO 10.01 Attach 01
APRIL 2011 APRIL 2011 SUPP

Notes: (1) Detail reflects a) February 2010 April 2010 activity in Account 182027 before Peoplesoft I9 upgrade
and b) May 2010 through April 2011 activity in Account 182527 after Peoplesoft I9 upgrade.

(2) May 2010 loadings and other were reflected in May 2010 accounting records but not picked up on monthly report.
Report reflects May 2010 loadings and other in June 2010.
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