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Q. Please state your name and business address. 

A. My name is Denean V. Smith.  My business address is 700 North Adams 

Street, P.O. Box 19001, Green Bay, Wisconsin  54307-9001. 

Q. By whom are you employed? 

A. Integrys Business Support, LLC (“IBS”). 

Q. What position do you hold with IBS? 

A. I am Manager of Fuel and Supply Accounting for Integrys Energy Group, 

Inc.’s (“Integrys”) utilities, including the Petitioners, North Shore Gas Company 

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

together, the “Utilities.” 

Q. What are your responsibilities in that position? 
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A. I am responsible for accounting activities to record the value of inventory, 

purchases, and expense of natural gas for North Shore, Peoples Gas, and the 

other Integrys gas utilities, as well as recording the value of coal and other fuel 

inventory, determining the cost of electric generation, and recording the cost of 

purchased power for Wisconsin Public Service Company. 

Q. Please summarize your educational background and experience. 

A. I have a Bachelor’s Degree in Accounting and Economics from Luther 

College, Decorah, Iowa.  I have been employed by Integrys or its affiliates since 

2005 in accounting-related positions.  Prior to joining Integrys, I was employed by 

Illinois Power Company in various areas of accounting, regulatory and SEC 

reporting, insurance, claims and safety.  I began my career in a regional public 

accounting firm, at which time I passed the CPA examination. 

Q. What is the purpose of your direct testimony? 

A. The purpose of my testimony is to describe certain accounting issues 

associated with the calculation of the cost of service and with cushion gas under 

the proposed Storage Service Agreement (“Storage Agreement”) between North 

Shore and Peoples Gas.  Utilities witness Richard Dobson addresses other 

matters related to the proposed Storage Agreement. 

Q. Are you sponsoring any exhibits? 

A. Yes. 

 NS-PGL Ex. 2.1 shows a calculation summary for the expected asset 

transfer. 
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 NS-PGL Ex. 2.2 shows pro forma accounting entries for the expected 

asset transfer. 

Q. What has changed in the calculation of the cost of service? 

A. The cost will no longer include LNG-related costs.  Mr. Dobson explains 

why this change is appropriate.  The proposed Storage Agreement also clarifies 

the description of the accounts that Peoples Gas uses in billing North Shore.  For 

example, proposed Article V.2.b clearly refers to transmission-related costs.  

Other subsections specifically refer to property included in account 101 to ensure 

that property in the referenced accounts that are accounted for in account 104 is 

not captured. 

Q. What is the cushion gas accounting issue associated with the proposed 

Storage Agreement?  

A. Article VI of the proposed Storage Agreement addresses cushion gas 

requirements.  The Utilities expect that, when the Storage Agreement becomes 

effective, Peoples Gas will transfer cushion gas to North Shore. 

Q. Why is this transfer appropriate? 

A. Mr. Dobson explained that, under the current agreement, North Shore has 

reduced its contract quantity, which reduced its cushion gas requirements.  

However, as stated, the proposed agreement no longer provides that the LNG 

assets at Manlove Storage Field will support the service to North Shore.  These 

proposed adjustments would result in Peoples Gas having excess cushion gas. 

Q. Does this mean that North Shore is currently subsidizing Peoples Gas? 
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A. No.  North Shore has more cushion gas than needed to support its current 

contract demand, but it and its customers are not harmed by this.  Under the 

current agreement, North Shore bills Peoples Gas for the excess.  A calculation 

is prepared to identify assets owned by North Shore that Peoples Gas is using.  

North Shore bills Peoples Gas for the following two items related to the current 

excess level of cushion gas held by North Shore:  (1) the net book value of the 

excess cushion gas assets (recoverable and non-recoverable cushion gas) held 

by North Shore is multiplied by North Shore’s annual Return on Investment 

percentage; plus (2) the annual depreciation expense associated with the excess 

non-recoverable cushion gas assets owned by North Shore.  The calculation is 

prepared annually, with North Shore billing Peoples Gas on a monthly basis. 

Q. Pursuant to the proposed agreement, how much cushion gas will Peoples 

Gas transfer to North Shore? 

A. Approximately 800,000 dekatherms (Dth). 

Q. At what price will the transfer occur? 

A. The transfer will occur at net book value of Peoples Gas’ cushion gas 

assets at the time of the transaction.  This is generally how such transfers occur 

under the Utilities’ affiliated interest agreements.  The net book value, at 

December 2011, is approximately $715,000. 

Q. Please describe the basis for the quantity and dollar amount. 

A. I based the proposed calculations and related journal entries on cushion 

gas inventory for North Shore and Peoples Gas at December 2011.  At that point 

in time, North Shore’s share of the total cushion gas was 7.24%.  The adjusted 
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North Shore cushion percent based on the proposed agreement should be 

7.83%.  NS-PGL Ex. 2.1 shows the support for these percentages.  Total cushion 

gas is comprised of recoverable (5%) and non-recoverable (95%) cushion gas 

quantities.  In increasing the cushion percentage for North Shore to 7.83%, 

adjustments are necessary for both the recoverable and non-recoverable 

component of the total cushion gas.  In summary, based on December 31, 2011 

data, Peoples Gas would transfer 39,311 Dth recoverable cushion gas and 

746,872 Dth non-recoverable cushion gas to North Shore.  The dollar value of 

each transfer was determined at the average cost of dekatherm maintained on 

Peoples Gas’ books at December 31, 2011, for the three following asset 

classifications:  (1) Recoverable cushion gas is recorded in Account 117.  This 

gas is not depreciated.  (2) Non-recoverable cushion gas is recorded as a fixed 

asset in Account 101, the value of which is depreciated.  (3) The reserve for 

depreciation related to the non-recoverable cushion gas is recorded as a 

reduction to fixed assets in Account 108.  The dollar transfer of this cushion gas 

transaction is being made at “net book cost” between Peoples Gas and North 

Shore.  The actual data will depend on when the transfer occurs. 

Q. What accounting entries would each company use to handle the transfer? 

A. The entries on NS-PGL Ex. 2.2 reflect the above description.  The data on 

the exhibit are based on values at December 31, 2011.  The actual data will 

depend on when the transfer occurs. 

Q. Does this conclude your direct testimony? 

A. Yes, it does. 


