
NS-PGL Ex. 21.0 

 

STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 
NORTH SHORE GAS COMPANY 
 
Proposed General Increase In Rates For Gas 
Service. 
 
THE PEOPLES GAS LIGHT AND COKE 
COMPANY 
 
Proposed General Increase In Rates For Gas 
Service. 

: 
: 
: 
: 
: 
: 
: 
: 
: 
: 

 
 
 
No. 12-0511 
and 
No. 12-0512 
Consol. 

 
 

Supplemental Direct Testimony of 

PHILIP M. HAYES 

Director, Project Management 
Integrys Business Support, LLC 

 
On Behalf of 

North Shore Gas Company and 
The Peoples Gas Light and Coke Company 

  



 

Docket Nos. 12-0511, 12-0512 i NS-PGL Ex. 21.0 

TABLE OF CONTENTS 

 Page 

I. INTRODUCTION 1 

A. Identification of Witness   1 

B.  Purpose of Supplemental Direct Testimony   1 

C.  Summary of Conclusions 1 

D.  Itemized Attachments to Supplemental Direct Testimony 2 

II. PEOPLES GAS ACCELERATED MAIN REPLACEMENT PROGRAM 2 
 
 



 

Docket Nos. 12-0511, 12-0512 Page 1 of 6 NS-PGL Ex. 21.0 

I. INTRODUCTION 1 

A. Identification of Witness 2 

Q. Please state your name and business address. 3 

A. My name is Philip M. Hayes.  My business address is 130 E Randolph Street, Chicago, 4 

Illinois, 60601. 5 

Q. Are you the same Philip M. Hayes who submitted direct testimony on behalf of The 6 

Peoples Gas Light and Coke Company (“Peoples Gas”) in these consolidated 7 

dockets? 8 

A. Yes. 9 

B. Purpose of Supplemental Direct Testimony 10 

Q. What is the purpose of your supplemental direct testimony in this proceeding? 11 

A. The purpose of my supplemental direct testimony is to provide updated financial 12 

information relative to the Accelerated Main Replacement Program’s (“AMRP”) 2012 13 

capital budget.  My direct testimony indicated that the AMRP capital budget for 2012 is 14 

$200 million.  However, several items have impacted the program, both in terms of cost 15 

and schedule, and Peoples Gas is currently projecting the capital spend for calendar year 16 

2012 to be $220 million.  Due to these impacts, Peoples Gas is in a position where 17 

additional dollars will be spent while at the same time less volume of work will be 18 

accomplished. 19 

C. Summary of Conclusions 20 

Q. Please summarize the conclusions of your supplemental direct testimony. 21 

A. AMRP has experienced several non-budgeted and unforeseen conditions that have led to 22 

higher than expected costs for 2012.  These additional costs are limiting the volume of 23 
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work that can get accomplished in calendar year 2012 and will result in Peoples Gas 24 

carrying over some of the planned 2012 work into 2013.  However, the forecasted test 25 

year AMRP capital expenditure remains unchanged.  Peoples Gas has curtailed on-going 26 

costs by reducing the planned scope of work and will be adjusting our cost estimating 27 

rules for future years’ work based upon the experiences of 2012.  The additional costs are 28 

and will be prudently undertaken, reasonable, and used and useful in providing utility 29 

services   30 

D. Itemized Attachments to Supplemental Direct Testimony 31 

Q. Please describe the attachment to your supplemental direct testimony. 32 

A. The attachment (NS-PGL Ex. 21.1) identifies the main categories and associated costs as 33 

of October 5, 2012 that are non-budgeted and unforeseen that AMRP has experienced 34 

this year. 35 

II. PEOPLES GAS ACCELERATED MAIN REPLACEMENT PROGRAM 36 

Q. What are the items that have affected the AMRP capital spend for 2012? 37 

A. The items which impacted the AMRP include: construction work on the high pressure 38 

steel main extension, compliance with our cross-bore specifications, resolution of 39 

Chicago Department of Transportation (“CDOT”) identified conflicts, and unforeseen 40 

underground field conditions.   41 

Q. Can you explain the impact of the construction work on high pressure steel main 42 

extension on AMRP? 43 

A. Yes.  Rock was encountered at depths that interfered with the placement of the pipe and 44 

valve clusters, requiring major rock excavation.  Requirements by the City of Chicago 45 
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(“Chicago”) require Peoples Gas to provide deep shoring for excavations, which typically 46 

did not require deep shoring.  Deep shoring requires a much more extensive design and 47 

review period, and as a result, the work had to be performed in several isolated segments, 48 

with some portions of the work being completed well after the others with significant 49 

unexpected costs for deep shoring, additional excavation and backfill, as well as having 50 

to dissemble already-constructed portions of work so they could be reassembled in the 51 

excavation to fit around Chicago’s specified shoring systems.  Significant costs were also 52 

incurred when deep excavations and rock removal required modifications to existing City 53 

water and sewer.  Chicago required licensed plumbers to be on site full-time when 54 

excavation was occurring, even though there were times when there were no conflicts 55 

with City water and sewer and no work was required of the plumbers. 56 

Q. Please explain the impact of compliance with our cross-bore program on AMRP. 57 

A. As discussed in the supplemental direct testimony of Peoples Gas and North Shore Gas 58 

Company (“North Shore”) (together, the “Utilities”) witness Mr. Hoops, the Utilities 59 

have begun a program to check sewer mains and laterals to verify no cross bores exist 60 

with installed gas facilities.  Complying with the new cross bore program requires 61 

extensive potholing to take place and significant damage to the private property would 62 

result in increased costs for restoration of private property.  The same impediments to the 63 

accurate determination of the location of sewers, combined with the presence of trees, 64 

and the myriad of other existing utilities within the limited Right-of-Way also inhibited 65 

the use of directional drilling methods for the installation of proposed gas facilities.  As a 66 

result, the installation of proposed mains by the open-cut method was necessary in 67 

several locations, which increased costs.  68 
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Q. Can you explain the impacts of the CDOT identified conflicts on AMRP? 69 

A. Yes.  In 2012, Chicago began efforts in the middle of the construction season to 70 

coordinate work between its various departments, other utilities, other contractors, and 71 

Peoples Gas to avoid work in the same area at different times by multiple contractors and 72 

to prevent piece-meal restoration of the area.  While commendable, this coordination 73 

began well after the AMRP contractors had scheduled and began their work.  As such, 74 

this coordination often required AMRP work to be performed out of the planned 75 

sequences, and often in a compressed time frame to avoid significant cost increases from 76 

having to do major restoration work after completion of the gas main installation and 77 

work by all other contractors in the same area.  AMRP contractors were required to 78 

mobilize additional crews and equipment, work overtime hours, and disrupt their 79 

scheduled operations to accomplish the CDOT conflict work areas in the given time 80 

frames. 81 

Q. Please explain the unforeseen underground field conditions affecting AMRP. 82 

A. The largest area of changes is the existing conditions of the areas and facilities where the 83 

proposed AMRP work has taken place.  The depths, sizes, and configurations of other 84 

existing utilities are often not as indicated on as-built documents, requiring the proposed 85 

gas facilities to go over, under, or around the existing facilities.  As this information is 86 

not known at the time of the design or bidding, all work required to accommodate these 87 

existing utilities is extra work for the AMRP contractors as well as for Peoples Gas 88 

engineering, and often requires plan changes, re-permitting, and Chicago Office of 89 

Underground Construction (“OUC”) approval.  These revisions and their required 90 
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approvals also cause additional delays in construction, which often result in increased 91 

costs such as demobilization, remobilization, and re-fabrication.   92 

Further, abandoned facilities are often not identified on as-built documents and 93 

cause delays in construction when encountered.  Research must be done to determine if 94 

the facilities are live and must be avoided, or are abandoned and may be removed to the 95 

extent necessary for installation of proposed gas facilities.  Many times information 96 

cannot be found, and revisions are instead made to the line of lay of the proposed gas 97 

facilities, which require re-engineering, revisions to plans, and OUC approval as well as 98 

permitting revisions, all of which are costly and typically result in additional contractor 99 

costs for delays.  Conditions of existing gas facilities may not be known to the extent 100 

required for tie-in points to be accurately planned, or the condition of the existing pipes 101 

may not be suitable for tie-ins to be made at locations where planned, thereby causing 102 

additional work to be performed to relocate, re-engineer, and re-fabricate tie-in points at 103 

locations where they are truly feasible.  104 

Q. Are there any other items that have led to increased costs? 105 

A. Yes.  There are other items that have led to the cost increases, such as open cutting of 106 

services, “go-back” services, service changes (lengths of service), line-of-lay potholing, 107 

and tie-in issues, but the above four items that I have discussed in my supplemental direct 108 

testimony are the most common themes that impacted the AMRP 2012 capital spend.  109 

Peoples Gas is taking action to curtail costs over the last three months of 2012 to limit the 110 

capital budget increase to $20 million from the approximate $62 million shown on NS-111 

PGL Ex. 21.1.  We have met with the AMRP contractors and have suspended work on 112 

several projects and Peoples Gas work crews are reducing their costs by suspending any 113 
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non-critical overtime hours being charged to AMRP and suspending work on the low 114 

priority projects.    115 

Q. Have you reached any conclusions concerning these additional costs? 116 

A. The capital expenditures incurred as a result of the project are or will be prudently 117 

incurred, reasonable in cost, and used and useful in providing utility service. 118 

Q. Does this complete your supplemental direct testimony? 119 

A. Yes. 120 


