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NORTH SHORE GAS COMPANY’S AND THE 
PEOPLES GAS LIGHT AND COKE COMPANY’S 

RESPONSE TO AG-CUB’S MOTION TO REOPEN THE RECORD 

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

Company (“Peoples Gas”) (together the “Utilities”), by their counsel, hereby respond to 

AG-CUB’s1 Motion to Re-Open the Record (the “Motion”). 

Introduction and Summary 

1. The Motion: (1) is not based on any fact in evidence nor supported by an 

affidavit; (2) appears to reflect a lack of understanding of, or at least does not present all the 

relevant facts regarding, how Peoples Gas’ accelerated main replacement infrastructure cost 

recovery and customer savings rider, Rider ICR – Infrastructure Cost Recovery (“Rider ICR”), 

actually works; and, as a result (3) fails to present an accurate description of the relationship of 

Rider ICR to the forecasted levels of 2011 and 2012 Peoples Gas main replacement capital 

investments included in Peoples Gas’ proposed rate base. 

2. Notwithstanding all of that, Peoples Gas is willing to provide supplemental 

testimony regarding how the September 30, 2011, decision of the Illinois Appellate Court for the 

First Judicial District in People ex rel. Lisa Madigan v. Illinois Commerce Comm’n, et al., 

Nos. 1-10-0654, et al., Cons. (Ill. App. Ct. 1st Dist. Sept. 30, 2011) (“Peoples 2009 Appeal”), 

                                                 
1  The Illinois Attorney General’s office and the Citizens Utility Board (“the “AG” and “CUB”). 



 

{00003636 4 } 

affects or does not affect the Illinois Commerce Commission’s (the “Commission” or “ICC”) 

determination of Peoples Gas’ rate base in the instant Dockets. 

3. Peoples Gas can address the concern espoused by the Motion in supplemental 

testimony of no more than two pages, to be filed tomorrow, October 7, 2011.  The Utilities 

believe that, given the facts and the nature of the supplemental testimony, no response or extra 

briefing should be needed. 

Rider ICR 

4. The Motion does not present all the relevant facts regarding Rider ICR. 

5. Rider ICR provides for charges in April through December of each year, 

beginning in 2011.  Thus, Peoples Gas first began collecting charges under Rider ICR in April 

2011.  Rider ICR, Section A, Sheet No. 130. 

6. Rider ICR is based on (1) forecast qualifying investment in the applicable year 

(this year, 2011 investment), minus a baseline level of main replacement investment of 

$45.28 million, and minus accumulated depreciation, with the resulting sum being multiplied by 

the rider’s reduced rate of return; plus (2) depreciation expense; minus (3) a cost savings factor.  

Rider ICR, Sections B (“QIP Baseline”), D, E, F, Sheet Nos. 131-136. 

7. With or without the decision in Peoples 2009 Appeal, there would be no 

Rider ICR charges in 2012.  Rider ICR resets to zero on the effective date of new base rates that 

provide for the recovery of costs that had previously been recovered under the rider.  So, there 

would be no charges in 2012.  In addition, Rider ICR applies only to plant not reflected in base 

rates.  Grace Rebuttal, NS-PGL Ex. 28.0, 39:851-40:868; Rider ICR, Sections B (“Qualifying 

Infrastructure Plant”) and C, subpart (b), Sheet No. 131.  2012 is the test year in the instant 

Dockets, of course. 
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8. Thus, with or without the decision in Peoples 2009 Appeal, Rider ICR would 

never recover any of the costs of Peoples Gas main replacement capital investments made in 

2012. 

9. The only proviso on the above is that Rider ICR has a reconciliation feature, so if 

a reconciliation of 2011 amounts were to occur, and if a reconciliation adjustment is required or 

if, hypothetically, the Commission ordered any reconciliation adjustment, then the adjustment 

would be made in 2012, but it still would be limited to the context of the 2011 items noted in 

paragraph 6, supra. 

The Forecasted Levels of 2011 and 2012 Peoples Gas Main Replacement 
 Investments Included in Peoples Gas’ Proposed Rate Base 

10. The 2011 incremental investments recovery under Rider ICR does not include 

any portion of the forecasted level of 2011 Peoples Gas main replacement capital 

investments included in Peoples Gas’ proposed rate base.  That is because the 2011 amount 

of those investments that is included in rate base is the depreciated level as of 2012.  PGL 

Ex. 7.1, Schedule (“Sched.”) B-6, p. 3.  To put it another way, Rider ICR addressed the amount 

by which those investments depreciated during 2011, while the amount included in rate base is 

the depreciated amount of those 2011 investments as of 2012.  So, there is not even a single 

dollar of overlap. 

11. Furthermore, as the earlier discussion of Rider ICR indicates, Rider ICR does 

not include any portion of the forecasted level of 2012 Peoples Gas main replacement 

capital investments included in Peoples Gas’ proposed rate base. 

12. It should be noted that only half of the 2012 Peoples Gas main replacement 

capital investments are included in Peoples Gas’ proposed rate base to begin with, due to Peoples 

Gas’ use of the “average rate base” method.  Hengtgen Direct, PGL Ex. 7.0, 4:71-83; PGL 
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Ex. 7.1, Sched. B-1.  Thus, of the forecasted $140.4 million of main replacement capital 

investments in 2012 (Hayes Direct [adopted portion of Doerk Direct], PGL Ex. 8.0, 10:199-202), 

only $70.2 million is included in Peoples Gas’ proposed rate base.  If Peoples Gas rate base were 

to be determined using end of year rate base, then the entire $140.4 million would be included. 

13. Accordingly, Peoples Gas was not “counting on” the Rider in any way in its plans 

for the 2011 and 2012 main replacement investments included in its proposed rate base.  

14. Peoples Gas presented testimony that it still plans to incur the forecasted levels of 

2011 and 2012 main replacement capital investments included in Peoples Gas’ proposed rate 

base.  Hayes Surrebuttal, NS-PGL Ex. 42.0 (entire). 

15. Peoples Gas has been clear, however, that if the Commission approves GCI’s 

proposed adjustments to the forecasted levels of 2011 and 2012 main replacement capital 

investments included in Peoples Gas’ proposed rate base, which adjustments the Utilities oppose, 

then Peoples Gas will have no practical choice but to reduce its 2011 and 2012 main replacement 

investments to the level[s] approved by the Commission.  Schott Rebuttal, NS-PGL Ex. 17.0, 

14:282 – 15:315. 

16. The Peoples 2009 Appeal decision, if it stands (the time to seek rehearing or an 

appeal to the Supreme Court of Illinois has not run), does seriously undercut the ability of 

Peoples Gas to recover accelerated main replacement capital investments in 2013 and thereafter, 

although the shortfall would be reduced if the Commission approves end of year rate base and if 

Peoples Gas were to seek more frequent rate relief. 

17. Thus, the Peoples 2009 Appeal decision has, at most, an indirect relationship to 

the forecasted levels of 2011 and 2012 main replacement capital investments included in Peoples 

Gas’ proposed rate base, as indicated above. 
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18. That is why the Utilities are willing to file and serve supplemental testimony on 

October 7, 2011, which testimony will be no more than two pages of narrative testimony.  Given 

the facts, the Utilities do not see why there would be a need for any responsive testimony or 

extra briefing, although they understand that AG and CUB will review this response and the 

supplemental testimony and they might propose one or more further steps, as to which the AG’s 

and CUB’s counsel will confer with the Utilities counsel to see if a stipulation may be reached. 

Conclusion 

Accordingly, while the Motion is incomplete and ill-founded, the Utilities are willing to 

file supplemental testimony as indicated above on October 7, 2011.  The Motion otherwise 

should be denied at this time, subject to further conferring as provided for under paragraph 18. 

 

Dated:  October 6, 2011 
 
 
 
John P. Ratnaswamy 
Carla Scarsella 
Rooney Rippie & Ratnaswamy LLP 
350 W. Hubbard Street, Suite 430 
Chicago, Illinois  60654 
(312) 832-4500 
john.ratnaswamy@r3law.com 
carla.scarsella@r3law.com 
 
Bradley D. Jackson 
Foley & Lardner LLP 
150 East Gilman Street, Verex Plaza 
Madison, Wisconsin  53703 
(608) 258-4262 
bjackson@foley.com 

By: _____________________________________ 
Counsel for North Shore Gas Company and The 
Peoples Gas Light and Coke Company 
 
Mary Klyasheff 
Integrys Energy Group, Inc. 
130 E. Randolph Street 
Chicago, Illinois  60601 
(312) 240-4470 
mpklyasheff@integrysgroup.com 
 
 
 
Theodore T. Eidukas 
Foley & Lardner LLP 
321 N. Clark Street, Suite 2800 
Chicago, Illinois  60654 
(312) 832-4913 
teidukas@foley.com 
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