
Please note that pursuant to Section 10-113 of the Act, the final deadline for 
rehearing is March 5, 2012.   
 
 Docket Nos.: 11-0280 & 
    11-0281 

Bench Date: 02/23/12 
 Deadline:  03/05/12 
________________________________________________________________ 
 
TO: The Commission 
 
FROM: Administrative Law Judges Terrence Hilliard and D. Ethan 

Kimbrel 
 
DATE: February 17, 2012 
 
SUBJECT: North Shore Gas Company 

The Peoples Gas Light and Coke Company 
 
 Proposed General Increase in Natural Gas Rates.   
 
 Applications for Rehearing filed by North Shore Gas 

Company and The Peoples Gas Light and Coke Company 
(the “Companies”), the Illinois Attorney General (the “AG”), the 
Interstate Gas Supply of Illinois, Inc. (“IGS”), and the Citizens 
Utility Board (“CUB”)  

 
RECOMMENDATION: Deny the Applications.   
__________________________________________________________________ 
The Applicable Legal Standards 

Section 10-113 of the Act provides that: 

Within 30 days after the service of any rule or regulation, order or decision 
of the Commission any party to the action or proceeding may apply for 
rehearing. . . . the Commission shall receive and consider such application 
and shall grant or deny such application in whole or in part within 20 days 
from the date of the receipt thereof by the Commission.   

220 ILCS 5/10-113.  The statute further provides that “No appeal shall be allowed from 
any rule, regulation, order or decision of the Commission unless and until an application 
for rehearing thereof shall first have been filed with and finally disposed of by the 
Commission.”  Id.  The Commission’s rules of Practice further provide that any 
application for rehearing “shall state the reasons therefore.”  83 Ill. Adm. Code 
200.880(a).   
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Application of North Shore Gas Company and the Peoples Gas Light and Coke 
Company 
 Capital Structure and ROE 
 The Application for Rehearing filed by the Companies seeks rehearing of the 
Commission’s January 10, 2012 Order on several issues relating to their capital 
structure and return on equity (“ROE”).  The Companies reiterate arguments they made 
through witnesses, in post hearing and post proposed order briefs and in oral argument. 
 The Commission, in its Order, after a full consideration of all of the Companies’ 
arguments, determined that the capital structure proposed by the Company reflected 
increased risk due to its affiliation with Integrys.  The Commission rejected the 
Companies’ proposed capital structure because it determined that it would violate 
Section 9-230 of the Act.  The Companies’ arguments in this Application against the 
Staff proposed capital structure, adopted by the Commission, generally track those 
previously considered and rejected by the Commission.  In our opinion these arguments 
do not merit rehearing.   
 
 Similarly, before the issuance of the Order, the Companies strenuously argued 
that their capital structure should not include short term debt, despite their admission 
that short term debt is used six months of the year to fund rate base assets including 
the purchase of gas (which is part of rate base). The Commission has already 
considered the Companies’ arguments on this issue and rejected them.  The 
Commission’s decision on capital structure was logical and fully supported by the 
evidence.  We do not recommend rehearing on this issue.   
 
 The Companies next argue that their ROE should be adjusted upwards to reflect 
additional financial risk implied in their capital structure.  The Companies acknowledge 
that the analysis supporting this contention was included in the record reviewed by the 
Commission prior to the issuance of its Order of January 10, 2012.  That Order gave 
substantial weight to the Companies analyses and recommended ROE.  Moreover, in 
their reply briefs on exceptions, the Companies proposed five alternative ROEs 
supported by proposed language that were also considered and rejected by the 
Commission prior to the issuance of the Order at issue.  The Commission has already 
given due weight to the Companies arguments on alternative ROEs.  We do not 
recommend that the Commission grant rehearing on this issue.   
 
 Cash Working Capital 
 

The Companies also argue that while the Order properly recognizes that 
determinations of revenue lags and expense leads are questions of fact, the conclusion 
it reaches as to the treatment of pass-through taxes is at odds with the facts.  They 
maintain that the Order’s ruling on the subject of the treatment of pass-through taxes in 
the calculation of the Utilities’ cash working capital requirements is reversible error.  
They contend that the evidence proves that there is a real lag between when the 
Utilities must remit certain tax payments and when they receive offsetting payments 
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from their customers.  The Commission fully weighed these arguments in the record 
that the Companies established on this issue.  Rehearing is not warranted.   
 

Non-executive Incentive Compensation 
 

The Companies argued, as well, that the Order’s disallowance of operating 
expenses and rate base related to the Operations and Maintenance (“O&M”) cost 
control metric in the Utilities’ Non-executive Incentive Compensation Plan is contrary to 
the evidence and inconsistent with the standards this Commission has long established 
in numerous decisions for the recovery of such costs.  In its Order, the Commission 
agreed with Staff and found that the Utilities failed to establish a sufficient showing of 
ratepayer benefit to support the Utilities’ argument.  The Order accepted Staff’s 
adjustment and determined that 50% of the Non-Executive Plan will be disallowed from 
recovery because it is based on the financial goal of meeting targeted O&M budget 
levels.  Inasmuch as the Commission has adequately contemplated the Companies’ 
arguments in their briefs and testimony, we find that rehearing on this issue is also not 
warranted.   
 

VBA 
 
 The Companies request clarification of a typographical error in the last line of the 
last paragraph of the Commission’s Conclusion on Rider VBA on page 164 of the Order.  
The line reads: “…the Companies proposal is reasonable is hereby approved.”  (sic) 
(emphasis added)  We recommend that the Order be amended by the deletion of the 
words: “is reasonable.”  If the Commission agrees, a draft Amendatory Order will be 
proposed for the next Commission agenda.   
 

Service classification Rate Design 
 
 On page 28 of the Application, the Companies request Commission guidance on 
whether their interpretation of Finding 23 of the Order and the seventh Ordering 
Paragraph of the Order is correct.  The Companies interpret the Order to require 
different rate designs for low usage and high usage residential customers. We 
recommend that the Commission amend the Order if the interpretation proposed by the 
Companies is incorrect.   
 
Illinois Attorney General 
 

The AG has filed an Application for Rehearing (“Application”) and seeks 
rehearing on two topics contained in the Commission’s January 10, 2012 Order.  The 
AG also incorporates by reference the arguments of CUB and the City of Chicago 
(“City” collectively referred to as “CGI”). 
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Rider VBA 
First, the Application reiterates the AG’s previous arguments regarding Rider 

VBA reasserting that it permits the Companies to assess illegal surcharges on 
residential and small business customers to guarantee recovery of the revenue 
requirement.   

The AG argues: 1) that Rider VBA constitutes unlawful single issue ratemaking; 
2) that Rider VBA is inconsistent with test year rules and the framework set forth in 
Section 9-201 of the Act; 3) that Illinois law does not permit recovery of lost revenues; 4) 
that Rider VBA is inconsistent with the efficiency goals of the Act; and 5) that the record 
fails to support the conclusion that Rider VBA is necessary for the Companies to 
recover their fixed costs  These arguments were considered and rejected by the 
Commission earlier in this proceeding.  In our opinion they do not merit rehearing.  
 Rate Design 
 Second, the Application contends that the Commission erred in approving the 
Companies’ rate design proposal.  The AG argues that the approved rate design: 1) 
ignores demand related costs; 2) causes subsidization of high use residential customers 
by low use customers; and 3) fails to address acknowledged cost recovery inequities.  
These arguments were also considered and rejected by the Commission.  As a 
consequence, they do not, in our opinion, merit rehearing.   
 
CGI 
 VBA 
 CGI contends that the Commission’s conclusion on Rider VBA is 1) not 
supported by substantial evidence; 2) single issue ratemaking; and 3) inconsistent with 
Section 8-104 of the Act that permits ignores the range of recovery of energy efficiency 
program expenses, and not the lost revenues allowed by Rider VBA.   
 ROE 
 CGI argues that the ROE adopted by the Commission’s Order is too high and not 
supported by substantial evidence.  They further argue that the Commission incorrectly 
placed the burden of proof on this issue on Staff and Intervenors.   
 The Commission also considered and rejected these arguments in reaching its 
conclusion in the final Order.  We do not recommend granting rehearing.   
Interstate Gas Supply of Illinois, Inc. 

IGS’ petition seeks rehearing on the issue of administrative fees.  It argues that 
the Companies should not be allowed to continue their practice of charging Choices For 
You customers for costs that they do not cause and for services from which they do not 
benefit.  It maintains that the January 10 Order declined to fix these deficiencies and 
allowed the Companies to continue the proposed anti-competitive allocation of 
Administrative Fees.  This argument was fully considered by the Commission.  The 
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Commission agreed with Staff and the Utilities finding that IGS’s recommendation 
should not be adopted. The Commission further found that there was no need to 
mandate the Utilities to undertake a detailed cost-causation analysis.  IGS’ request for 
rehearing on this issue should be denied.   
 
Recommendation 

In summary, none of the arguments presented by the parties establish that an 
issue was decided incorrectly or on the basis of inaccurate or inadequate information.  
We recommend that the Commission deny rehearing.   

TAH/DEK:fs 
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