
                      Docket Nos. 12-0511/0512 
   (Consolidated)                                                                                                       

                                                                                                            ICC Staff Exhibit 7.0 
 

 

 

 

 

 

 

DIRECT TESTIMONY 

of 

Christopher L. Boggs 

Rates Analyst 

Rates Department 

Financial Analysis Division 

Illinois Commerce Commission 

 

Proposed General Increase in Rates for Delivery Service 

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

Docket Nos. 12-0511 and 12-0512  

(Consolidated) 

November 20, 2012 



                Docket Nos. 12-0511/0512  
  (Consolidated)                                                                                                       

                                                                                                            ICC Staff Exhibit 7.0 
 
 
 

1 
 

 
Q.  Please state your name and business address. 1 

           A.  My name is Christopher L. Boggs and my business address is 527 E. Capitol 2 

Avenue, Springfield, IL 62701. 3 

 4 

Q.  By whom are you employed and in what capacity? 5 

A. I am employed by the Illinois Commerce Commission (“Commission” or “ICC”) as 6 

a Rate Analyst in the Rates Department of the Financial Analysis Division.  My 7 

responsibilities include rate design and cost of service analyses for electric, gas, 8 

water and sewer utilities and the preparation of testimony on rates and rate 9 

related matters. 10 

 11 

Q.  Please discuss your educational and professional background. 12 

A.  I received a BS in Economics/Business Administration from Knox College in 13 

1987.  I have been employed as a Rate Analyst at the Commission since April of 14 

2008. In my work as a Rate Analyst, I have testified in several rate cases on 15 

issues including rate design, cost of service, tariff language, miscellaneous fees 16 

and rates.  Prior to my employment at the ICC, I worked for more than 16 years 17 

in mortgage finance and mortgage operations management.   18 
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 19 

Q.  What is the purpose of your direct testimony? 20 

A. The purpose of my testimony is to present my analysis of the cost of service 21 

proposals of North Shore Gas Company (“North Shore”) and The Peoples Gas 22 

Light and Coke Company (“Peoples Gas”) (individually, the “Company” and 23 

collectively, the “Companies”) for natural gas service. 24 

 25 

Q. Are you sponsoring any schedules as part of your testimony? 26 

A. No. 27 

   28 

Q.  In summary, what are your conclusions and recommendations in this 29 

proceeding? 30 

A. I conclude that the Companies’ embedded Cost of Service (“COS”) studies 31 

appropriately assign costs to the various rate classes and are acceptable 32 

guidance tools for determining rates.  I recommend that they be approved for use 33 

in this case.       34 

 35 
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COS Studies  36 

Q. Did the Companies provide COS studies with their filings? 37 

A. Yes. The Companies have filed COS studies which are presented as Exhibits 38 

13.1-13.8 for each Company. 39 

 40 

Q. Please provide a brief description of the Companies’ COS studies. 41 

A. The Companies’ COS studies show the distribution of revenue responsibility, by 42 

customer class, necessary to achieve equalized rates of return on investment at 43 

the Companies’ proposed revenue requirements.  The COS studies identify the 44 

revenues, costs, and profitability for each class of service and also serve as a 45 

partial basis for the Companies’ proposed rate design.  Generally, the 46 

Companies prepared the COS studies utilizing three major steps: (1) cost 47 

functionalization1; (2) cost classification; and (3) cost allocation of all the costs of 48 

the utility’s system to customer classes. (NS Exs. 13.1-13.8 and PGL Exs. 13.1-49 

13.8)  This procedure is outlined in Companies witness Joylyn C. Hoffman 50 

Malueg’s direct testimony.  (NS Ex. 13.0, pp. 7-9 and PGL Ex. 13.0, pp. 7-9) The 51 

Companies’ COS studies generally use the same methodologies and allocators 52 

                                                           
1
 “The assignment of plant costs (i.e. investments) and related operation, maintenance, depreciation and 

tax expenses to the basic functions of production, storage, transmission and distribution.” (American Gas 
Association Rate Committee, American Gas Association Gas Rate Fundamentals, p. 135  (4

th
  

edition,1987))  
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the Commission approved in the Companies’ last rate case, Docket Nos. 11-53 

0280/0281 (Cons.). 54 

 55 

Q. What cost functionalization methodology did the Companies use in their 56 

COS studies? 57 

A. The Companies’ methodology is consistent with the Uniform System of Accounts 58 

which groups plant and expenses into various functions such as Production and 59 

Gathering, Gas in Storage, Storage, Transmission, Distribution and Customer.  60 

This methodology was used in the Companies’ previous rate cases and I have no 61 

objections to its use in this proceeding. 62 

 63 

Q.  What cost classification methodology did the Companies use in their COS 64 

studies?  65 

A. The Companies used the same methodology as was used in their last rate case, 66 

Docket Nos. 11-0280/0281 (Cons.), which classifies the functionalized plant and 67 

expenses on the basis of how the expenses are incurred: commodity related; 68 

demand related and customer related.  Commodity related costs are costs that 69 

vary with the throughput sold to, or transported for, customers.  Demand related 70 

costs service the peak demand of the system. Customer-related costs are 71 

incurred by the Companies to extend service and attach a customer to the 72 
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distribution system for gas metering, for usage, and for maintenance of 73 

customers’ accounts. This methodology was accepted by the Commission in the 74 

Companies’ previous rate cases, and I have no objections to its use in this 75 

proceeding. 76 

   77 

Q. What cost allocation methodology did the Companies use in their COS 78 

studies for the allocation of distribution and transmission costs? 79 

A. The Companies used a demand-based methodology for cost allocation called the 80 

Average and Peak (“A&P”) methodology. 81 

 82 

Q. Please explain the A&P demand allocation methodology. 83 

A.  A&P takes average daily deliveries of gas, as well as peak customer demand, 84 

into consideration in allocating natural gas distribution system costs.  This 85 

methodology recognizes that while the system is sized primarily to address peak 86 

demands, customers use the system throughout the entire year. The A&P 87 

demand allocation methodology first determines the distribution of demand 88 

related costs by the average customer counts for each rate classification and 89 

then by those customers’ peak demands.   90 

 91 
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Q. Is the A&P demand allocation methodology appropriate for the Companies’ 92 

COS studies in this rate case? 93 

A. Yes.  The Commission typically uses the A&P demand allocation methodology 94 

for the distribution costs of gas companies. In a Nicor Gas rate case, Docket No. 95 

04-0779, the Commission concluded that not all costs of the natural gas 96 

distribution system are directly related to peak demand; as a result, A&P is a 97 

more appropriate measure to allocate natural gas distribution system costs.2 The 98 

Commission subsequently directed Peoples and North Shore to employ the A&P 99 

demand allocation methodology to allocate the distribution costs in Docket Nos. 100 

07-0241/07-0242 (Cons.).3  Since then, the Companies employed the A&P 101 

demand allocation methodology in their COS study for each of their last two rate 102 

cases.  In each case, the methodology was uncontested.  For  the above 103 

reasons, I have no objection to the use of the A&P methodology for allocating 104 

distribution and transmission costs in the current rate cases. 105 

 106 

Q. What cost allocation methodology did the Companies use in their COS 107 

studies for the allocation of production and storage costs? 108 

A. The Companies used a methodology to allocate production and storage costs 109 

called the Coincident Peak (“CP”) methodology. 110 

                                                           
2
 Order, Docket No. 04-0779, September 20, 2005, p. 102.   

3
 Order, 07-0241/07-0242 (Cons.), February 5, 2008, p. 199.   
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 111 

Q. Please explain the CP allocation methodology 112 

A. The CP allocation method allocates capacity-related costs based on the 113 

demands of the various classes of service at the time of the system peak.4  114 

 115 

Q. Is the CP allocation methodology appropriate for the Companies’ COS 116 

studies for the allocation of production and storage costs in this rate case? 117 

A. Yes.  The CP allocation methodology is consistent with the Companies’ 118 

methodology that was applied in the 2011 Rate Case COS studies for the 119 

allocation of production and storage costs.  The Commission found that the 120 

Companies’ COS study allocation methodologies were sufficient and reasonable 121 

for developing rate designs in that proceeding.5    122 

    123 

Q. Did you compare the COS studies the Companies propose in this case with 124 

the COS studies that were approved in the last rate case? 125 

A. Yes, I performed a comparison between the current COS studies that have a 126 

future test year ending 12/31/13 submitted by the Companies in this rate case 127 

and the compliance COS studies that they provided at the conclusion of Docket 128 

                                                           
4
 AGA Gas Rate Fundamentals, 4

th
 edition, p.141. 

5
 Order, 11-0280/11-0281 (cons.), January 10, 2012, p. 165.   
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Nos. 11-0280/0281 (Cons.) that have a future test year ending 12/31/12.  The 129 

two sets of studies are very similar and consistent with one another. Where I did 130 

discover significant differences, I discuss those below. 131 

 132 

Q. Are there variations in the presentation of customer classes proposed by 133 

the Companies in this proceeding from the COS studies approved in the 134 

Companies’ 2011 rate case? 135 

A. Yes.  Overall, the customer classes that were utilized in the COS studies follow 136 

the rate classes under which North Shore and Peoples Gas currently provide 137 

service.  However, the COS studies presented by the Companies in this rate 138 

case vary the presentation of customer classes in two significant ways from the 139 

COS studies approved in the Final Order in rate cases 11-0280/0281 (Cons.).  140 

First, the Commission directed the Companies to present a COS that bifurcates 141 

the small residential rate class between Heating and Non-Heating customers and 142 

distinguishes between low use and high use customers in Service Classification 143 

(“S.C.”) No. 1.6  Second, the Companies break down the General Service rate 144 

class (S.C. No. 2) by the three meter types (Small, Medium and Large) that are 145 

served under this class rather than presenting the S.C. No. 2 class only as a 146 

whole.  147 

                                                           
6
 Order, Docket Nos. 11-0280/11-0281 (Cons.), January 10, 2012, pp. 188-189. 
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 148 

Q. Have you reached a conclusion regarding the Companies’ COS studies that 149 

bifurcate S.C. No. 1?  150 

A. Yes.  The Companies’ bifurcation of the S.C. No. 1 customer class into heating 151 

and non-hearing customers is consistent with the directives in the Commission’s 152 

Final Order in Docket Nos. 11-0280/0281 (Cons.).  The Companies’ COS studies 153 

have allocated costs incurred by the Companies to each of the customer classes, 154 

including both parts of the bifurcated S.C. No. 1 class. These cost allocations 155 

better reflect customer class homogeneity and endeavor to bring each group’s 156 

bills more in line with their respective costs of service.   157 

 158 

Q. What is your conclusion regarding the Companies’ COS studies that break 159 

down the S.C. No. 2 customer class by the three meter types?  160 

A. In prior rate cases, the Companies’ COS studies presented the S.C. No. 2 class 161 

without sub-classes. In this proceeding, the Companies’ COS studies breaks 162 

down the S.C. No. 2 customer class by the three meter types. By doing so, the 163 

studies follow the customer rate classes under which North Shore and Peoples 164 

Gas currently provide service in Illinois.  This enhances the usefulness of the 165 

COS studies in this proceeding and is appropriate.     166 

 167 
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Q. Are there any other cost allocation variations proposed by the Companies 168 

in this proceeding that are based on the COS studies approved in the 169 

Companies’ 2011 rate case? 170 

A.  Yes.  In the 2011 rate case, the bad debt allocation method was based upon the 171 

average historical bad debt net-write-offs per customer by customer class for the 172 

12-month historical year ending June 30, 2010.  Companies’ witness Christine 173 

Gregor is proposing to use a three-year, rather than a one-year, average of bad 174 

debt net-write-offs.7   175 

 176 

Q.  Why is Ms. Gregor proposing to use a three-year average of historical bad 177 

debt net write-offs per customer by customer class instead of a one-year 178 

average that has been used in previous rate cases? 179 

A. Ms. Gregor explains that “[u]sing a three-year average as opposed to a value 180 

based on a single year would smooth out any anomalies that might occur in a 181 

single year and minimize large swings in future amounts refunded to or 182 

recovered from customers under Rider UEA – Uncollectible Expense Adjustment. 183 

Ms. Gregor also notes that in another recent rate case, ICC Docket No. 11-0282, 184 

the Commission and the Staff accepted Ameren’s proposed three-year 185 

average.”8  186 

                                                           
7
 NS Ex. 5.0, p. 14 and PGL Ex. 5.0, p. 17. 

8
 Id. 
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 187 

Q. Do you object to Ms. Gregor’s proposal to use a three-year average of 188 

historical bad debt net-write-offs per customer by customer class instead 189 

of a one-year average? 190 

A. No.  I believe that a three-year average of historical bad debt net write-offs is a 191 

reasonable proposal.  I agree that using a three-year average would smooth out 192 

any anomalies that may occur in a single year and minimize large swings in 193 

future amounts refunded to or recovered from customers under Rider UEA. 194 

 195 

Q. Why is Ms. Gregor proposing to shift miscellaneous gas supply labor and 196 

expenses from administrative and general expenses to the “Total 197 

Production-Operation” expense category? 198 

A. Ms. Gregor explained that miscellaneous gas supply and labor expenses should 199 

be assigned to Other Gas Supply Expenses (Account 813) instead of in Accounts 200 

920 Administrative and General salaries and 921 Office Supplies and Expenses.9 201 

Gas supply and labor expenses are a more precise fit under Other Gas Supply 202 

Expenses category rather than under the Administrative and General salaries 203 

and/or the Office Supplies and Expenses categories.  As a result, the 204 

Companies’ COS studies assign these costs to the production and gathering 205 

                                                           
9
 PGL Ex. 5.0, pp. 12-13; and NS Ex. 5.0, p. 12.  
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function, rather than allocating these costs among other functions, such as 206 

administrative and general costs. 207 

 208 

Q. Do you object to Ms. Gregor’s proposal to shift miscellaneous gas supply 209 

and labor expenses to Account 813? 210 

A. No, I do not.  Miscellaneous gas supply and other labor expenses are incurred in 211 

connection with gas supply functions so it is more appropriate that miscellaneous 212 

gas supply and labor expenses should be assigned to Other Gas Supply 213 

Expenses (Account 813) instead of in Accounts 920 Administrative and General 214 

Salaries and 921 Office Supplies and Expenses.  215 

 216 

Q. What is your conclusion as to the usefulness of the Companies’ COS 217 

studies for determining rates for each of the Companies’ service classes? 218 

A. The Companies’ embedded COS studies appropriately assign costs to the 219 

various functions and rate classes. Thus, they are acceptable guidance tools for 220 

determining rates in this case. These COS studies use largely the same cost 221 

allocation methodologies that were approved in the Companies’ 2009 and 2011 222 

rate cases.  The minor variations in the COS studies used by the Companies in 223 

this proceeding and discussed above are reasonable as they enhance the 224 

usefulness of the COS studies.     225 
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 226 

Q. Does this conclude your direct testimony? 227 

A. Yes, it does. 228 


