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M E M O R A N D U M___________________________________________________ 
 
TO:  The Commission 
 
FROM:  Heather M. Jorgenson, Administrative Law Judge 
 
DATE:    December 31, 2012 
 
SUBJECT:  North Shore Gas Company and The Peoples Gas Light and 

Coke Company 
 
Petition for an order approving an agreement for the 
provision and services between affiliates pursuant to 
Sections 7-101 and 7-102 of the Illinois Public Utilities Act. 
 

RECOMMENDATION: Enter the attached Order. 
 
 
 On June 7, 2012, North Shore Gas Company (“North Shore”) and The Peoples 
Gas Light and Coke Company (“Peoples Gas”) (together, the “Utilities”) filed a Petition 
requesting approval of an affiliated interest agreement pursuant to Sections 7-101 and 
7-102 of the Public Utilities Act (“Act”).  Specifically, the Petition requests approval of a 
Storage Service Agreement (“Storage Agreement”) between North Shore and Peoples 
Gas. 
 

Peoples Gas owns and operates a storage field, located in Champaign County, 
Illinois, called Manlove Field.  It has provided a storage service to North Shore since 
1967 under various agreements.  The Commission approved the currently effective 
agreement in Docket 87-0401.  According to the Utilities, the proposed Storage 
Agreement is necessary to define more accurately and precisely the commercial service 
that Peoples Gas can provide to North Shore.  The Utilities assert it is appropriate to 
revise the agreement to update references and generally incorporate conventional and 
more complete contract terms and conditions. 

 
There is no evidence that the Storage Agreement is contrary to the public interest 

or convenience.  Staff participated in this proceeding and does not recommend any 
changes to the proposed Storage Agreement at this time; however, Staff notes 
accounting issues regarding the incentive compensation and cash working capital.  Staff 
states that the Storage Agreement does not provide for exclusion of incentive 
compensation that might be earnings based, and that Peoples Gas does not make such 
a determination.  The Commission has generally not allowed recovery of earnings-
based incentive compensation.  Staff also notes that cash working capital (“CWC”) is 
included in Peoples Gas’ charges to North Shore calculated at the one-eighth method 



rather than through a lead/lag study.  In recent rate cases, the Commission has required 
the Utilities to base CWC on a lead/lag study.  Staff states that, given the small amount 
of incentive compensation billed to North Shore by Peoples Gas, and given the cost of a 
lead/lag study, Staff is not recommending changes to the Storage Agreement.  
However, Staff did recommend monitoring tools. 

 
 The Utilities agreed to Staff’s recommendations and will adhere to certain 
reporting obligations, namely that by June 30 each year, North Shore and Peoples Gas 
would submit to the Commission’s Manager of Accounting Services an officer-verified 
report that states, for amounts Peoples Gas collected from North Shore through the 
storage service agreement:  (a) the amount of incentive compensation; (b) the amount 
of CWC; and (c) if such incentive compensation and CWC were excluded from recovery 
in rate proceedings, with the first such report due on June 30 after the Storage 
Agreement has been in effect for a year. 
 
 There is no deadline for Commission action.   There were no contested issues in 
this docket and there were no petitions to intervene.  Accordingly, I recommend the 
Commission enter the attached order. 
 
 
HMJ:fs 


