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North Shore Gas Company (“North Shore” or “NS”), for the reasons discussed 

briefly below and shown in its submissions, proposes an increase in its rates for gas 
distribution service.  The total amount of the requested revenue increase (the revenue 
deficiency) is $9,751,000.  North Shore is filing this request to meet requirements in 
Sections 9-220(h) and 9-220(h-1) of the Public Utilities Act (220 ILCS 5/9-220(h), 9-
220(h-1)).   

North Shore was last granted a rate increase that took effect in January 2012 in 
Illinois Commerce Commission (“Commission”) Docket Nos. 11-0280/11-0281 (cons.) 
(“2011 Rate Case”).  That rate filing was based on a future test year of calendar year 
2012.  This rate filing is based on a future test year of calendar year 2013, for rates that 
are expected to be effective in July 2013.  The changes that have occurred are 
attributable to several factors.   

First, System Investment, which represents the return on and of capital invested 
since the 2011 Rate Case, has increased due to North Shore’s ongoing significant 
investments in its distribution system.   

Second, Customer Accounts and Customer Service reflects increased postage 
costs, increased call center costs, inflation, and the increase in bad debt due to delivery 
charge revenue changes.   

Third, Other Administrative and General Expenses and Taxes Other Than 
Income Taxes reflect higher depreciation and return costs charged to North Shore in 
connection with Integrys Business Support, LLC (“IBS”) assets (mainly due to the Work 
Asset Management system upgrade), disallowance of incentive and non-union wage 
costs in the 2011 Rate Case, amortization of rate case expenses approved in the two 
prior Orders, and higher invested capital tax. 

Fourth, Production / Distribution / Transmission Expenses reflects increased 
costs primarily due to increased supervision, the general wage increase, and inflation.  

Fifth, Cost of Capital represents the increased costs of long-term debt and 
common equity for North Shore since the 2011 Rate Case.  The overall cost of capital is 
the required return on North Shore’s investment (net of accumulated depreciation) in its 
assets, primarily distribution pipe.  In order to attract capital for new investments, 
existing investors must receive an adequate return on their investment. 
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 Sixth, Loss in Revenues Under Existing Rates reflects the loss in revenues under 
existing rates as the result of a reduction primarily due to the forecast decline in 
customer and distribution charge revenues. 
 Without the requested distribution rate relief, in 2013, North Shore would earn a 
return on common equity of only 6.86%, compared to the 9.45% approved in its 2011 
Rate Case and its actual current cost of equity of 10.75%.   

 
SUMMARY OF PREPARED DIRECT TESTIMONY 
IN SUPPORT OF NORTH SHORE’S FILING 

The testimonies of witnesses from within North Shore and its affiliates as well as 
independent experts support North Shore’s filed tariffs.  The testimonies submitted with 
the filing are as follows: 

 
• James F. Schott, Vice President - External Affairs, Integrys Energy Group, Inc. 

(“Integrys”) (NS Ex. 1.0), provides an overview of the reasons North Shore finds 
it necessary to request a rate increase at this time.   

• Lisa J. Gast, Manager, Financial Planning and Analysis, IBS (NS Ex. 2.0), 
addresses North Shore’s proposed capital structure, embedded cost of long-term 
debt, embedded cost of short-term debt, and overall cost of capital expressed as 
a rate of return on its rate base. 

• Paul R. Moul, Managing Consultant, P. Moul & Associates (NS Ex. 3.0), 
addresses the market cost of common equity for North Shore. 

• Kevin R. Kuse, Senior Load Forecaster, IBS (NS Ex. 4.0), addresses North 
Shore’s customer demand forecast and calculation of sales revenue based on 
that forecast. 

• Christine M. Gregor, Director, Operations Accounting, North Shore (NS Ex. 5.0), 
presents North Shore’s operating income statement for the forecast 2013 test 
year.  She discusses the methodology used in the preparation of the test year 
operating income statement, uncollectible accounts expense, depreciation 
expense, taxes other than income taxes, affiliate transaction costs, and income 
tax expense.  She also discusses variances in operating expenses from 2011 to 
the 2013 test year. 

• Sharon Moy, Rate Case Consultant, IBS (NS Ex. 6.0), addresses North Shore’s 
total cost of service (the “revenue requirement”), operating income and 
expenses, certain ratemaking adjustments to operating income and expenses, 
rate case expenses, and the Gross Revenue Conversion Factor. 

• John Hengtgen, Consultant, Stafflogix Corporation (NS Ex. 7.0), addresses North 
Shore’s rate base (including the use of an end of year rate base), adjustments to 
rate base, and the cash working capital component of rate base. 

• Kyle A. Hoops, General Manager, District Field Operations, Peoples Gas (NS 
Ex. 8.0), addresses certain major additions to North Shore’s rate base since the 
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2011 Rate Case, and presents Schedule F-4 of North Shore’s submission under 
Part 285 of the Commission’s rules.  He also describes North Shore’s forecast 
capital investments. 

• Noreen E. Cleary, Assistant Vice President, Total Compensation, Integrys (NS 
Ex. 9.0), discusses incentive compensation costs and overall employee 
compensation costs. 

• John P. Stabile, Tax Director, IBS (NS Ex. 10.0), discusses the changes in tax 
methods of accounting that North Shore proposed to the Internal Revenue 
Service. 

• Christine M. Phillips, Manager, Benefits Accounting, IBS (NS Ex. 11.0), 
discusses employee benefits costs, including pension and other 
post-employment benefits costs and pension contributions and assets. 

• Valerie H. Grace, Consultant, Stafflogix Corporation (NS Ex. 12.0), discusses 
North Shore’s proposed rate design.  She also addresses changes to North 
Shore’s Schedule of Rates for Gas Service. 

• Joylyn C. Hoffman Malueg, Rate Case Consultant, IBS (NS Ex. 13.0), describes 
North Shore’s embedded cost of service study for the 2013 test year that Ms. 
Grace used in proposing changes to North Shore’s rate schedules. 

SCHEDULE OF RATES FOR GAS SERVICE 

North Shore filed proposed changes to its Schedule of Rates for Gas Service, 
ILL. C.C. No. 17, effecting a general increase in rates and revising other terms and 
conditions.  A complete list of the tariff sheets that have been revised is included in the 
letter of transmittal submitted with the filing of the tariffs in accordance with 83 Ill. 
Admin. Code Part 255. 
 
CHANGES TO SERVICE CLASSIFICATIONS, 
RIDERS, AND TERMS AND CONDITIONS OF SERVICE 

The objectives of North Shore’s rate design are to (1) recover North Shore’s 
revenue requirement, (2) better align rates and revenues with underlying costs, (3) send 
the proper price signals, (4) provide more equity between and within rate classes,  
(5) reflect gradualism considering test year revenue requirements, and (6) as directed 
by the Commission, distinguish between low use and high use Service Classification 
(“S.C.”) No. 1 customers.  North Shore’s principal proposed changes include the 
following: 
 

• First, S.C. No. 1, Small Residential Service, will be bifurcated by reflecting 
different customer charges for heating (customers who use gas as their 
principal source of space heating requirements) and non-heating (customers 
who do not use gas as their principal source of space heating requirements) 
customers.  
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• Second, S.C. No. 1 will reflect a decrease in the monthly customer charge for 
non-heating customers and an increase in the monthly customer charge for 
heating customers.  The distribution charge, which currently reflects a 
declining two-block rate structure, will change to a flat per-therm charge and 
will be the same for non-heating and heating customers.  These rates will be 
in effect as long as Rider VBA, Volume Balancing Adjustment, is in effect.  If 
Rider VBA is not in effect, straight fixed variable (“SFV”) rates, differentiated 
for non-heating and heating customers, will go into effect and the former rates 
will terminate.  This service classification will be set at cost for both types of 
customers.  

• Third, S.C. No. 2, General Service, will reflect increases in the monthly 
customer charge for all three meter classes.  The distribution charge will 
reflect a decrease in the front and end blocks and no change in the middle 
block of the three-block rate structure.  These rates will be in effect as long as 
Rider VBA is in effect.  If Rider VBA is not in effect, SFV rates, differentiated 
by meter class, will go into effect and the former rates will terminate.  This 
service classification will be set at cost.  

• Fourth, for S.C. No. 3, Large Volume Demand Service, the monthly customer, 
distribution and demand charges will increase.  This service classification will 
be set at cost.   

• Fifth, the storage banking charge and the storage service charge under Rider 
SSC, Storage Service Charge, will decrease. 

• Sixth, North Shore proposes to renumber its service classifications to match, 
where applicable, the numbering its affiliate, The Peoples Gas Light and Coke 
Company, uses. 
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