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Q. Please state your name and business address. 1 

A. My name is Brett Seagle, and my business address is 527 East Capitol Avenue, 2 

Springfield, Illinois 62701. 3 

Q. Are you the same Brett Seagle who previously testified in this docket? 4 

A. Yes, I previously presented direct testimony in this proceeding, ICC Staff Exhibit 5 

6.0. 6 

Q. What is the purpose of your rebuttal testimony? 7 

A. My rebuttal testimony responds to the rebuttal testimony of The Peoples Gas 8 

Light and Coke Company (“Peoples Gas”) and North Shore Gas Company 9 

(“North Shore”) (individually, the “Company” and collectively, the “Companies”) 10 

witnesses James Schott, Kyle Hoops, and Phillip Hayes.  11 

Q. What recommendations did you make in your direct testimony? 12 

A. I made recommendations on ten topics in my direct testimony. Specifically, I 13 

recommended that the Commission: 14 

(1)  Reduce Peoples Gas’ requested O&M expense by $4,074,427 due to a 15 
remediation project involving the replacement of plastic pipefittings that, 16 
when installed, did not comply with certain industry standards referenced 17 
in Part 192 of Title 49 of the Code of Federal Regulations (“CFR”); 18 

(2) Exclude Peoples Gas’ O&M Expenses of $5,700,000 regarding the 19 
Legacy Sewer Lateral Cross Bore Program; 20 

(3)  Exclude North Shore’s O&M Expenses of $2,600,000 regarding the 21 
Legacy Sewer Lateral Cross Bore Program; 22 
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(4) Exclude Peoples Gas’ O&M Expenses regarding additional costs incurred 23 
due to new Chicago Department of Transportation (“CDOT”) regulations, 24 
by $13,900,000; 25 

(5) Reduce Peoples Gas’ rate base regarding the Advanced Metering 26 
Infrastructure Project (“AMIP”), by $3,800,000; 27 

(6) Reduce Peoples Gas’ rate base regarding the LNG control system 28 
upgrade and construction of a centralized operations center, by 29 
$5,146,000; 30 

(7) Reduce Peoples Gas’ rate base regarding the Calumet System Upgrade, 31 
by $50,000,000; 32 

(8) Reduce Peoples Gas’ calculation of costs associated with cushion gas, 33 
both recoverable and non-recoverable from 3.5% to 3.0%, which reduces 34 
Peoples Gas’ recoverable and non-recoverable portions of costs for 35 
cushion gas injections by $679,000 for 2012 and $772,000 for 2013; 36 

(9)  Reduce Peoples Gas’ rate base regarding the new construction of a CNG 37 
fueling station at Peoples Gas’ Division Street Shop by $858,000; and 38 

(10) Reduce Peoples Gas’ rate base regarding the AMRP by $149,913,000 in 39 
2012 and $146,527,000 in the 2013 test year. 40 

Q. Did the Companies’ rebuttal testimony or information the Companies provided to 41 

you after you filed your direct testimony cause you to change any of your 42 

recommendations from your direct testimony? 43 

A. Yes.  I changed my opinion regarding two of the recommendations that I made in 44 

my direct testimony.  First, regarding Topic 4, I now have no reason to dispute 45 

the Peoples Gas’ request to include O&M expenses in its revenue requirement 46 

associated with Peoples Gas’ costs for complying with new CDOT regulation.  47 

 Second, regarding Topic 5, I now have no reason to dispute Peoples Gas’ 48 

request to include costs associated with the AMIP.  I discuss why I changed my 49 

positions on both of these topics below. 50 
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Q. Did Peoples Gas agree with any of the recommendations that you made? 51 

A. Yes.  Peoples Gas agreed with my recommendations on two topics.  First, 52 

Peoples Gas withdrew its request for recovery of costs associated with the LNG 53 

control system upgrade, Topic 6.  Second, Peoples Gas agreed to the cost 54 

calculation associated with its cushion gas at Manlove Field.  Therefore, Topic 8 55 

is resolved.  I also briefly discuss these below. 56 

Q. What are your current recommendations on your remaining six topics? 57 

A. I continue to support the conclusions and adjustments I reached in my direct 58 

testimony regarding Topics Nos. 1, 2, 3, 7, and 9.  I have the same conclusion 59 

for Topic No. 10, although I have modified the amount of my adjustment. 60 

Q. Do you have any schedules attached to your testimony? 61 

A. Yes.  I have two attachments and one schedule attached to my testimony: 62 

 Attachment A  Peoples Gas’ Response to DAS 9.07, Attachment 01 63 

 Attachment B  Peoples Gas’ Response to ENG 11.01 64 

 Schedule 16.01 P  AMRP Percent Completion Calculation 65 

Q. Please explain the P suffix that appears with your schedule numbers. 66 

A. The suffix indicates the utility to which a particular schedule applies.  The P suffix 67 

identifies a schedule that applies to Peoples Gas. 68 



Docket Nos. 12-0511/12-0512 
Consolidated 
ICC Staff Exhibit 16.0 
 

4 

 

Q. What standard did you follow in order to evaluate these requests for inclusion of 69 

costs associated with these capital additions and O&M expenses in the revenue 70 

requirement? 71 

A. Please see my direct testimony.
1
 72 

Agreed-Upon Topics 73 

Topic No. 6 – LNG Control System Upgrade 74 

Q. What was your original recommendation regarding this topic? 75 

A. In my direct testimony,
2
 I recommended that the Commission remove Peoples 76 

Gas’ base rate addition of $5,146,000 associated with this project for the 2013 77 

test year. 78 

Q. Did Peoples Gas agree with this recommendation? 79 

A. Yes.  Peoples Gas’ witness Thomas Puracchio’s testimony states that due to the 80 

increased forecasted costs associated with this project; Peoples Gas now 81 

intends to withdraw this project from the current rate case.
3
 82 

Topic No. 8 – Cushion Gas Calculation 83 

Q. What was your original recommendation regarding this topic? 84 

A. In my direct testimony
4
 I recommended that the Commission reduce Peoples 85 

                                            

1
 ICC Staff Ex. 6.0, pp. 5-6. 

2
 ICC Staff Ex. 6.0, p. 24. 

3
 NS-PGL Ex. 35.0, p. 2. 

4
 ICC Staff Ex. 6.0, p. 30. 
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Gas’ utility plant in service respecting the Company cushion gas rate calculation 86 

by $679,000 and $772,000 for 2012 and the 2013 test year, respectively. 87 

Q. Did Peoples Gas agree with this recommendation? 88 

A. Yes.  As shown in my direct testimony,
5
 Peoples Gas’ witness Puracchio states 89 

that the Company intends to use the correct rate for the calculation of cushion 90 

gas. 91 

Withdrawn Recommendations 92 

Topic No. 4 – New Chicago Department of Transportation Regulations 93 

Q. What did you recommend in your direct testimony regarding Topic No.4? 94 

A. I recommended that the Commission remove Peoples Gas’ O&M expense of 95 

$13,900,000 associated with new CDOT regulations for the 2013 test year.  I 96 

made that recommendation because Peoples Gas made its request in its 97 

supplemental direct testimony, and I lacked sufficient time to reach a 98 

determination on whether the additional O&M costs requested by Peoples Gas 99 

were just and reasonable. 100 

Q. Did Peoples Gas provide any information that led you to conclude that the 101 

calculation of costs associated with the new CDOT regulations was just and 102 

reasonable? 103 

A. Yes.  Peoples Gas in responses to ICC Staff, AG, and CUB data requests, 104 

specifically Peoples Gas’ responses to ENG Data Request (“DR”) 5.09-5.11, AG 105 

                                            

5
 ICC Staff Ex. 6.0. 
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DRs 10.29 and 10.30, and CUB DR 2.06 provided additional support for Peoples 106 

Gas’ request.  Further, NS-PGL witness Hoops also provided additional support 107 

for Peoples Gas’ request in NS PGL Ex. 28.1.  Therefore, I am withdrawing my 108 

recommendation to exclude these costs from Peoples Gas’ requested rates. 109 

Topic No. 5 – Advanced Metering Infrastructure Project 110 

Q. What was your original recommendation regarding Topic No. 5? 111 

A. I recommended that the Commission remove Peoples Gas’ base rate addition of 112 

$3,800,000 associated with this project for the 2013 test year.  I also 113 

recommended that Peoples Gas provide an update on the status of the project in 114 

its rebuttal testimony. 115 

Q. Did Peoples Gas provide any information that led you to conclude that a base 116 

rate addition of $3,800,000 for the AMIP is prudent and the project will be used 117 

and useful? 118 

A. Yes.  Peoples Gas witness Hoops provides AMIP project updates that include an 119 

updated business case,
6
 which contains a calculation of the updated values of 120 

capital expenses and O&M expenses as well as demonstrates acquisition of 121 

executive approval.  This information as well as a calculation of the change in the 122 

Present Value Revenue Requirement (“PVRR”) for this project, which the 123 

Company demonstrates in its response to ENG DR 11.23, alleviates my 124 

concerns regarding the costs associated with this project being prudently 125 

                                            

6
 NS-PGL Ex. 28.3. 
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incurred and that the project will be in service and used and useful.  Therefore, I 126 

am withdrawing my recommendation to exclude these costs from Peoples Gas’ 127 

requested rates. 128 

Topic No. 1 – Plastic Pipefitting Remediation Project 129 

Q. What did you recommend in your direct testimony regarding Topic No. 1? 130 

A. I recommended that the Commission exclude all O&M expenses, $2,000,000 131 

associated with the Plastic Pipe fittings Remediation Program (“PPRP”) for the 132 

2013 test year. 133 

Q. What was the basis for your recommendation regarding this topic? 134 

A. My direct testimony notes that Peoples Gas’ request to recover O&M expenses 135 

for the 2013 test year associated with the remediation project should not be 136 

granted because Peoples Gas failed to demonstrate that the costs associated 137 

with the project were just and reasonable.
7
  I also determined that if Peoples Gas 138 

had initially complied with the Commission’s Rules, in particular 83 Ill. Adm. 139 

Code 590, the Company would not have incurred the costs associated with the 140 

PPRP.  I support this rationale by citing a Commission Order in a previous 141 

Ameren rate case, in which Staff made a similar argument for a comparable 142 

project.
8
 143 

Q. How did People Gas respond to your recommendation on this topic? 144 

                                            

7
 ICC Staff Ex. 6.0, p. 7. 

8
 ICC Staff Ex. 6.0, pp. 10-11. 
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A. Peoples Gas notes that an external analysis showed the fittings in question were 145 

safe, and Peoples Gas could have sought a special permit to allow the 146 

pipefittings to remain in service.
9
  However, Peoples Gas determined the most 147 

reasonable and safest approach was to replace the fittings at this time given its 148 

ability to coordinate some of the replacement with other planned construction 149 

and maintenance. 150 

Q. Are you addressing Peoples Gas’ contention that it could have received a special 151 

permit to allow these pipefittings to remain in service? 152 

A. No.  Staff witness Darin Burk, is addressing this topic in ICC Staff Exhibit 19.0.  153 

However, my understanding is that Mr. Burk is disputing Peoples Gas’ assertion 154 

that it could have obtained a special permit. 155 

Q. Did Peoples Gas have any other arguments besides its claimed ability to obtain 156 

a special permit to dispute your recommendation on this topic? 157 

A. No. 158 

Q. Has Peoples Gas provided information that caused you to alter your opinion 159 

regarding Topic No. 1? 160 

A. No.  Therefore, I continue to support my original position that Peoples’ request to 161 

recover O&M expenses for the 2013 test year associated with the remediation 162 

project should not be granted. 163 

                                            

9
 PGL Ex. 28.0, p. 12. 
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Topic Nos. 2 and 3 – PGL-NS Legacy Sewer Lateral Cross Bore Program 164 

Q. What did you recommend regarding Topic Nos. 2 and 3? 165 

A. I recommended the removal of all of Peoples Gas’ and North Shore’s requested 166 

expenses of $5,700,000 and $2,600,000 associated with this topic.
10

 167 

Q. What was the basis for your recommendation? 168 

I noted that the Companies made a request for inclusion of costs associated with 169 

this project in their supplemental direct testimony, so I did not have sufficient 170 

time to reach a conclusion regarding their request to incur these O&M expenses. 171 

 However, I did note that the Companies needed to discuss in their rebuttal 172 

testimony why their requested reimbursement is a reasonable calculation of the 173 

costs associated with the Cross Bore Program and provide the rationale for their 174 

customers paying for the costs associated with facilities that their personnel 175 

improperly installed initially.
11

 176 

Q. How did the Companies respond to your recommendations on this topic? 177 

A. The Companies continue to maintain the position that the costs associated with 178 

these projects are “prudent and reasonable.”
12

  Mr. Hoops explains that the 179 

“standard industry practices and procedure may not have prevented all cross 180 

bores.”
13

  Further, the Companies complain that cross bore situations were 181 

                                            

10
 ICC Staff Ex. 6.0, p. 13. 

11
 Id., pp. 13-14. 

12
 NS-PGL Ex. 28.0, p. 6. 

13
 NS-PGL Ex. 28.0, p. 7. 
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beyond their control. 182 

Q. Has the Companies arguments regarding Topic Nos. 2 and 3 caused you to alter 183 

your opinion? 184 

A. No. 185 

Q. Are you the only Staff witness addressing these topics? 186 

A. No.  Mr. Darin Burk is also providing testimony in this proceeding to dispute 187 

certain statements or claims that Peoples Gas’ witnesses have made in their 188 

rebuttal testimony. 189 

Q. What is your understanding of ICC Staff witness Burk’s rebuttal testimony? 190 

A. My understanding is that Mr. Burk uses his knowledge of the Code of Federal 191 

Regulations to refute the assertions Mr. Hoops made about this project.  192 

Specifically, I understand that Mr. Burk is providing narrative testimony 193 

supporting my conclusion that the Companies bear the responsibility and burden 194 

of all costs associated with the Legacy Sewer Lateral Cross Bore Programs. 195 

Q. Does Mr. Burk’s testimony support the conclusions that you made in your direct 196 

testimony on Topics 2 and 3? 197 

A. Yes.  Therefore, I continue to support my recommendation. 198 

Topic No. 7 - Calumet System Upgrade 199 

Q. What did you recommend in your direct testimony regarding Peoples Gas’ 200 
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request to recover costs associated with the Calumet System Upgrade? 201 

A. I recommended that the Commission remove Peoples Gas’ projected base rate 202 

addition of $50,000,000 in 2013 associated with this project.  I also 203 

recommended that Peoples Gas, in its rebuttal testimony, provide an update on 204 

the status of the project.  In particular, I noted that the project update should 205 

include the most recent estimate for the overall cost of the project, test year 206 

project costs, its current timeline, the status of receiving any executive approvals 207 

for cost expenditures, and documentation necessary for it to demonstrate the 208 

prudence of its decision. 209 

Q. What was the basis for your recommendation on this topic? 210 

A. In direct testimony I noted concern that Peoples Gas could not acquire executive 211 

approval for the construction/installation phase of the project until it had obtained 212 

certain information.  In particular, Peoples Gas needed to issue RFPs for the 213 

construction/installation phase of the project, analyze the bids and submit their 214 

analysis of those bids for executive approval.  215 

I also noted that while Peoples Gas had issued RFPs for the support of design 216 

work, this did not demonstrate that it would incur any of the requested project 217 

costs by the end of the 2013 test year.  218 

Q. How did Peoples Gas respond to your recommendation? 219 

A. Peoples Gas’ witness Kyle Hoops explains the “significant” progress made on 220 



Docket Nos. 12-0511/12-0512 
Consolidated 
ICC Staff Exhibit 16.0 
 

12 

 

this project in his rebuttal testimony
14

.  Specifically, Mr. Hoops discusses various 221 

aspects of the initial planning processes, in which Mr. Hoops details Peoples 222 

Gas’ progression towards acquiring executive approval for this project.  Mr. 223 

Hoops also states that Staff’s adjustment is improper.
15

 224 

Q. Did Mr. Hoops’ testimony cause you to alter your original recommendation 225 

regarding this project? 226 

A. No.  Mr. Hoops fails to address all of my concerns regarding this topic.  227 

Specifically, in my direct testimony,
16

 I requested Peoples Gas provide a firm 228 

cost estimate for the project and for it to demonstrate it had received executive 229 

approval for the construction/installation phase of the project.  Mr. Hoops’ 230 

testimony did not or could not provide this requested information.  I do agree with 231 

Mr. Hoops that Peoples Gas made some progress in the initial planning stages 232 

of this project; however, Peoples Gas’ progress to date is not sufficient for me to 233 

alter my recommendations. 234 

Q. Why is a firm cost estimate and executive approval important for this project? 235 

A. Without a firm basis for a cost estimate, such as responses from contractors 236 

issued RFPs by Peoples Gas for the construction/installation phase of the 237 

project, the current cost estimate for the completion of all phases of the project 238 

                                            

14
 NS-PGL Ex. 28.0, pp. 9-10. 

15
 Id. 

16
 ICC Staff Ex. 6.0, pp. 24-29. 
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may contain inaccuracies.  Further, Peoples Gas’ response to Staff DR ENG 239 

2.16, which contains information associated with the competitive bidding process 240 

for the contracted support for design, shows Peoples Gas has issued RFPs for 241 

the support of design work.  This does indicate that the Company is attempting 242 

to acquire the necessary information regarding the scope and cost of the 243 

construction/installation phase of the project; however, this activity does not 244 

indicate it has executive approval for the project or that if approval is obtained, or 245 

that the Company would incur any of the requested project costs by the end of 246 

the 2013 test year.  In short, without these additional details, Peoples Gas 247 

cannot demonstrate it will initiate the project in 2013 or incur any of its projected 248 

costs during the test year. 249 

Q. What is your current recommendation regarding this topic? 250 

A. Based on the information that Peoples has provided to me to date regarding this 251 

project, I continue recommend that the Commission remove Peoples Gas’ 252 

projected base rate addition of $50,000,000 in 2013. 253 

Topic No. 9 - CNG Fueling Station at the Division Street Shop 254 

Q. What did you recommend in your direct testimony regarding Peoples Gas’ 255 

request to include costs associated with the construction of a CNG fueling 256 

station? 257 

A. I recommended that the Commission remove from Peoples Gas’ rate base 258 

$858,000 associated with this project for the 2013 test year. 259 
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 I also recommended that in its rebuttal testimony, Peoples Gas provide 260 

documentation necessary to demonstrate the prudence of its decision to 261 

construct the new CNG fueling station as well as any studies showing or 262 

demonstrating a benefit or need for the project.  Further, I requested Peoples 263 

Gas provide documentation quantifying how increased CNG capabilities will 264 

benefit its customers.  Next, I requested Peoples Gas provide documentation 265 

that quantifies and details how customers will benefit from the reduction of 266 

operational costs and detail how “environmental benefits” will lead to benefits 267 

realized by Peoples Gas’ utility costumers.  Finally, I requested Peoples Gas 268 

explain why its previous CNG fill system was no longer adequate. 269 

Q. What was the basis for your recommendation in your direct testimony? 270 

A. I stated in my direct testimony
17

 that Peoples Gas failed to provide sufficient 271 

information to demonstrate that the costs associated with the construction of the 272 

new CNG fueling station will be prudently incurred and the investment is used 273 

and useful. 274 

I based my direct testimony recommendation on two findings.  First, I expressed 275 

concern that Peoples Gas had entered into a contract with a company, Pinnacle 276 

CNG Systems, LLC (“Pinnacle”), to construct the new CNG facility, the day 277 

before Pinnacle became an affiliate of Peoples Gas’ holding company Integrys 278 

Energy Group (“Integrys”).  Second, I noted that Peoples Gas had failed to 279 

                                            

17
 ICC Staff Ex. 6.0, p. 32. 



Docket Nos. 12-0511/12-0512 
Consolidated 
ICC Staff Exhibit 16.0 
 

15 

 

 perform any initial review of the project, such as a due diligence review or cost 280 

benefit analysis, regarding the prudence and used and usefulness of the CNG 281 

Fueling Station Project. 282 

Q. How did Peoples Gas respond to your recommendation? 283 

A. Peoples Gas witness Mr. Hoops in his rebuttal testimony
18

 made four comments 284 

regarding my recommendation.  First, Mr. Hoops states: “The project is prudently 285 

undertaken, is reasonable in cost, and will be used and useful in providing utility 286 

service.”  Second, Mr. Hoops explains that the project was “competitively bid,” 287 

because Peoples Gas followed all business processes as with any other project 288 

in bidding for this project.  Third, Mr. Hoops claimed that CNG vehicles offer 289 

significant fuel savings compared to gasoline vehicles.  Finally, Mr. Hoops states 290 

that the new fueling station has an increased capacity that is capable of fueling a 291 

larger CNG fleet, which he claims has a direct impact on its operational costs. 292 

Q. Do you dispute Mr. Hoops’ first claim that the project is “prudently undertaken, is 293 

reasonable in cost, and will be used and useful in providing utility service
19

”? 294 

A. Yes.  As I explain further below, after my review of Mr. Hoops’ rebuttal testimony 295 

and various DR responses, I found that the project was not prudently 296 

undertaken, and is not used and useful in providing service to Peoples Gas’ 297 

customers. 298 

                                            

18
 NS-PGL Ex. 28.0, pp. 10-12. 

19
 NS-PGL Ex. 28.0, p. 11. 
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Q. Do you dispute Mr. Hoops’ second claim that the project was “competitively 299 

bid
20

”? 300 

A. I am not addressing this claim.  Staff witness David Sackett, in ICC Staff Ex. 301 

21.0, addresses this topic.  My understanding of Mr. Sackett’s testimony is that 302 

he is disputing Mr. Hoops’ claim. 303 

Q. Do you dispute Mr. Hoops’ third claim that the CNG vehicles offer significant fuel 304 

savings compared to gasoline vehicles? 305 

A. I am not addressing this claim, Staff witness Sackett, also addresses this topic in 306 

his testimony.  My understanding of Mr. Sackett’s testimony is that he is 307 

disputing Mr. Hoops’ claim. 308 

Q. Are you using any of Staff witness Sackett’s arguments and conclusions as part 309 

of your analysis to determine the prudence and used and usefulness of this 310 

project? 311 

A. Yes.  Mr. Sackett concludes that due to certain factors, which he details in his 312 

rebuttal testimony, the bidding process was not competitive and that the fuel 313 

savings calculation is misleading.
21

  Mr. Sackett’s conclusions support my 314 

conclusion that Peoples Gas failed to provide sufficient information to 315 

demonstrate that the costs associated with the construction of the new CNG 316 

fueling station will be prudently incurred and the investment is used and useful. 317 

                                            

20
 Id. 

21
 ICC Staff Ex. 21.0, pp. 12-17. 
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Q. Do you dispute Mr. Hoops’ final claim that the new fueling station has an 318 

increased capacity that is capable of fueling a larger CNG fleet, which he claims 319 

has a direct impact on its operational costs?
22

 320 

A. No.  I agree the project has increased the capacity of the CNG fueling station 321 

and that it is now capable of fueling a larger CNG fleet.  However, that 322 

observation by itself does not demonstrate prudence or the used and usefulness 323 

of the project. 324 

Peoples Gas failed to demonstrate this increased capacity was necessary or why 325 

its existing system was inadequate for its needs.  In fact, it appears that Peoples 326 

Gas initiated this project without knowledge of any realized benefits for its 327 

customers.  Referring to Peoples Gas’ response to Staff DR ENG 6.02, in which 328 

the Company makes unsubstantiated claims of customer benefits realized 329 

through increased CNG capabilities, the Company fails to provide any 330 

semblance of detail regarding how its customers will benefit from the project.  331 

Further, the Company’s assumptions that increased use of CNG fuel ‘benefits’ 332 

customers both in reduced operational costs and environmental ‘benefits’ and 333 

that businesses utilizing CNG vehicles, or planning to use CNG vehicles ‘benefit’ 334 

from the availability of an additional CNG fueling station lack any detail 335 

demonstrating that the benefits associated with the project exceeded its costs. 336 

 For example, the Company has not shown how increasing fueling capacity to 337 

company vehicles was necessary, why maintaining the old time fill system was 338 

                                            

22
 NS-PGL Ex. 28.0, p. 12. 
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no longer reasonable, or why it needed to expand its CNG fleet.  Due to Peoples 339 

Gas’ failure to provide any detail supporting its rationale behind how it arrived at 340 

these types of decisions, I cannot agree with the Company regarding its 341 

conclusion.  Further, the lack of this type of information also means Peoples Gas 342 

has no support for the prudence or used and usefulness of the project. 343 

Q. Why is it important that Peoples Gas perform a review of a project it wishes to 344 

pursue? 345 

A. Peoples Gas must demonstrate a benefit to its customers or a need for a project 346 

in order to justify the prudence of its decision and in order for Staff to determine 347 

if the costs associated with the project will be prudently incurred.   348 

Further, if this is a “reasonable” business decision as Mr. Hoops claims in his 349 

rebuttal testimony,
23

 then this type of analysis would be available for Staff to 350 

review in order to determine the prudence of the project.  However, Peoples Gas 351 

has failed to demonstrate a benefit or need for the project. 352 

My review of Mr. Hoops’ rebuttal testimony and Peoples Gas’ response to ENG 353 

6.02 indicates that the Company did not make a reasonable business decision 354 

by deciding to construct the new CNG fueling station. 355 

Q. Is the public portion of the CNG fueling station providing a benefit to ratepayers? 356 

A. No.  As shown in Peoples Gas’ response to ICC Staff DR DAS 9.07, Attach 01 357 

                                            

23
 NS-PGL Ex. 28.0, p. 11. 
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the operating costs of the station for October and November 2012 are $6,513 358 

and $4,320, respectively while the revenues to date are only $14 and $29, for 359 

October and November.  Therefore, the public portion of the facility is not 360 

supporting itself and is not providing any benefit to ratepayers. 361 

Q. Did Peoples Gas attempt to address any of your other requests for additional 362 

information/documentation? 363 

A. No.  Peoples Gas completely ignores my requests for documentation quantifying 364 

how increased CNG capabilities will benefit its customers, how customers will 365 

benefit from the reduction of operational costs, and detail how “environmental 366 

benefits” will lead to benefits realized by Peoples Gas’ utility costumers.  Peoples 367 

Gas also ignores my request for the Company to explain why its previous CNG 368 

time-fill system was no longer adequate. 369 

I also understand that Staff witness Sackett disputes all of the other claims made 370 

by Mr. Hoops that allegedly support Peoples Gas decision to pursue the CNG 371 

fueling project.  In short, Peoples Gas has provided no information to support the 372 

prudence of its decision to proceed with the project.  Without this information, 373 

Peoples Gas cannot support the prudence or the used and usefulness of this 374 

project. 375 

Q. What is your current recommendation regarding this topic? 376 

A. I recommend that the Commission remove from Peoples Gas’ rate base 377 

$858,000 associated with this project for the 2013 test year. 378 
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Topic No. 10 - Accelerated Main Replacement Program 379 

Q. What did you recommend in direct testimony regarding the level of costs 380 

associated with AMRP? 381 

A. I recommended the Commission remove $149,913,000 in 2012 and 382 

$146,527,000 in the 2013 test year of People Gas’ requested rate base addition 383 

associated with the AMRP as shown on ICC Staff Ex. 6.1. 384 

Further, I noted that while I am not opposed to Peoples Gas performing AMRP 385 

work in a prudent manner, the Company must demonstrate how it developed its 386 

schedule for AMRP work and how it derived its cost estimates for this work for 387 

2012 and 2013 in order for Staff to make a prudence and used and usefulness 388 

determination. 389 

 Next, I recommended that Peoples Gas provide in its rebuttal testimony 390 

documentation that demonstrates reasonable cost projections for AMRP work 391 

calculated with actual data instead of assumptions and provide documentation 392 

demonstrating Peoples Gas is making better progress towards AMRP 393 

construction and restoration goals compared to the current rate of completion. 394 

Finally, I requested that Peoples Gas provide a comparison of its 2012 AMRP 395 

work completed assumptions to the level of work actually completed using the 396 

most recent data available. 397 

Q. What was the basis for you recommendation on this topic? 398 
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A. Based on my review of Peoples Gas’ response to Staff DR ENG 4.07, which 399 

details actual AMRP work completed to-date versus the projected work 400 

completed, I found that Peoples Gas was not completing the planned or 401 

forecasted AMRP construction and restoration work within the amount of time 402 

allotted and utilized in the calculation of costs associated with its projections for 403 

AMRP in 2012 and 2013.  Further, I found that the cost projections made by 404 

Peoples Gas contained inaccurate assumptions. 405 

Q. How did Peoples respond to your recommendation? 406 

A. Two Peoples Gas witnesses addressed my recommendations.  First, NS-PGL 407 

witness Schott claims that Peoples Gas cannot sustain its investment in AMRP if 408 

the Commission approves Staff’s recommendations for extremely large 409 

reductions in AMRP cost recovery.  Mr. Schott explains further that 500 recently 410 

created jobs are in jeopardy if the Commission approves such an extremely large 411 

reduction in AMRP costs.
24

 412 

Second, NS-PGL witness Phillip Hayes
25

 claims that my original adjustments for 413 

AMRP are flawed.  He states that I did not include in the calculation of my 414 

adjustment the costs associated with the carry over work not completed in 415 

2011.
26

 416 

                                            

24
 NS-PGL Ex. 22.0, pp. 5-7. 

25
 NS-PGL Ex. 34.0. 

26
 NS-PGL Ex. 34.0, pp. 4-5. 
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Q. Did Peoples Gas’ testimony cause you to alter your original recommendation? 417 

A. Yes.  I am still recommending a disallowance for a portion of Peoples Gas 418 

requested amounts for this project; however, I did revise my calculation to 419 

account for some of the information provided by Peoples Gas’ witnesses.  420 

Specifically, I have amended my calculation to account for the value of costs 421 

associated with the 2011and 2012 carry over AMRP work, which is $92,100,000 422 

and $38,740,000, respectively,
27

 because these values were inadvertently 423 

included in my original adjustment. 424 

Q. What is your current recommendation? 425 

A. I recommend the Commission remove $95,794,000 in 2012 and $122,804,000 in 426 

the 2013 test year of People Gas’ requested rate base addition associated with 427 

the AMRP as shown on ICC Staff Ex. 16.01, Schedule 16.01P 428 

Q. Did Peoples Gas provide you with any additional information regarding how it 429 

developed its schedule for AMRP work and how it derived its cost estimates for 430 

this work for 2012 and 2013? 431 

A. Yes.  However, Peoples Gas’ response failed to fully address my concerns on 432 

this topic. Peoples Gas states: 433 

To develop a work schedule, Peoples Gas Construction Managers and 434 
the construction contractors met to define the average production rates for 435 
installing mains, services, and meters.  Peoples Gas Operations 436 
personnel then developed the sequence of work that was required at 437 

                                            

27
 NS-PGL Ex. 34.2. 
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street level in order to improve efficiency in crew planning and staging, 438 
and also to reduce community impacts as much as possible. The end 439 
product was a schedule of project phase start and end dates (milestones) 440 
and the street sequencing, which formed the basis of the project 441 
construction milestone schedule that was used in the bidding process. 442 
Once the construction contracts were awarded, the contractors used the 443 
milestone schedule to develop the baseline schedule that is used to 444 
manage the construction work.

28
 445 

Q. Why does Peoples Gas’ explanation of how it developed its schedule for AMRP 446 

work not address your concerns? 447 

A. I am still concerned with Peoples Gas’ planning process because its explanation 448 

indicates an absence of any reasonable project plan in place before the 449 

establishment of milestones that the Company uses in the bidding process.  The 450 

Company appears to leave the actual planning of construction work to the 451 

discretion of the contractor performing the work at street level.  This type of 452 

planning is inadequate because no policies/procedures were in place before the 453 

meetings were held between Engineering personnel, operations personnel, 454 

construction managers, and contractors. 455 

The only strategy in place is the 2011-2012 AMRP Construction Strategy and the 456 

Five Year Construction “Plan” – White Paper,
29

 which contains strategies and 457 

vague general guidelines for Peoples Gas Operations personnel to interpret at 458 

their own discretion to develop milestones for the construction managers to use 459 

when requesting bids from contractors.  My understanding is that the contractors 460 

then develop their own plan according to the milestones set forth by the 461 

                                            

28
 NS – PGL Ex. 34.0, p. 9. 

29
 Peoples Gas Response to Staff DR ENG 11.01. 
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construction managers.  In other words, Peoples Gas’ planning is actually done 462 

by the contractors, not by Peoples Gas employees. 463 

This lack of adequate planning by Peoples Gas’ management is likely a factor as 464 

to why Peoples Gas is not completing the planned or forecasted AMRP 465 

construction and restoration work within the amount of time allotted and utilized 466 

in the calculation of costs associated with its projections for AMRP in 2012 and 467 

2013.  This concern is in addition to my original concern that I detail in my direct 468 

testimony.
30

 469 

Q. Did you request any additional information regarding your concern associated 470 

with Peoples Gas’ scheduling procedures? 471 

A. Yes.  I requested additional information in ENG DR 11.04 regarding procedures 472 

and/or policies that provide guidance to Peoples Gas’ Operations personnel 473 

when developing the sequence of work at street level.  However, the Company’s 474 

response fails to address my concerns.  Peoples Gas’ responses simply provide 475 

the minutes from a meeting held in January that defines the strategy/philosophy 476 

that was used to develop the sequencing for the 2012 projects.  The response 477 

contains no documentation demonstrating sound procedures or policies, instead 478 

the response is merely a vague generalization of how the Company intends to 479 

provide guidance to contractors so that the contractors can develop an actual 480 

plan directly before that contractor begins construction at that particular street or 481 

                                            

30
 ICC Staff Ex. 6.0, p. 40. 
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block. 482 

Further, the Companies response contains a short list of the actual street 483 

sequencing with vague descriptions of the actual work that the contractors will 484 

perform for various phases of different projects.  The lack of any detail in the 485 

Company’s response supports my concern that Peoples Gas planning process, 486 

or lack thereof, is contributing to its inability to complete the planned or 487 

forecasted AMRP construction and restoration work within the amount of time 488 

allotted. 489 

 Further, Peoples Gas fails to provide any useful information/documentation for 490 

Staff to perform an analysis to determine if Peoples Gas is making better 491 

progress towards AMRP construction and restoration goals compared to the 492 

current rate of completion of AMRP construction and restoration goals.  Peoples 493 

Gas provides an AMRP Weekly Report, Summary Status
31

 that indicates the 494 

percent completion of 2011 and 2012 AMRP distribution projects as well as the 495 

Accelerated Six Distribution Projects, and the High Pressure Main Installation 496 

Project.  Peoples Gas seems to believe that this document demonstrates 497 

Peoples Gas is making better progress towards AMRP construction and 498 

restoration goals compared to the current rate of completion of AMRP 499 

construction goals.  However, this document does not provide any detail 500 

regarding any plans, discussions, or meetings held to address issues with 501 

meeting AMRP construction and restoration goals.  Without this detail, Staff is 502 

                                            

31
 NS-PGL Ex. 34.3. 
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unable to determine if Peoples Gas is making better progress towards AMRP 503 

construction and restoration goals compared to the current rate of completion of 504 

AMRP construction and restoration goals. 505 

 Therefore, I continue to maintain my original conclusion that Peoples Gas failed 506 

to provide sufficient information to demonstrate that it will incur the costs it 507 

projected for 2012 and the 2013 test year. 508 

Q. What is your current recommendation regarding this topic? 509 

A. I recommend the Commission remove $95,794,000 in 2012 and $122,804,000 in 510 

the 2013 test year of People Gas’ requested rate base addition associated with 511 

the AMRP as shown on ICC Staff Ex. 16.1, Schedule 16.1P. 512 

Q. Do you have any additional recommendations regarding how Peoples Gas can 513 

improve the planning and execution of their AMRP? 514 

A. No.  Staff witness Roy Buxton is addressing this topic in ICC Staff Exhibit 20.0.  515 

My understanding is that Mr. Buxton is proposing Commission action to address 516 

this issue.  517 

Q. Does this conclude your rebuttal testimony? 518 

A. Yes. 519 



 Docket No. 12-0511/12-0512(Cons.) 

ICC Staff Ex. 16.0

Schedule 16.01 P

AMRP 2012 Categorical Averages 1 2012 Main Installed Average % Incomplete 55.6%

2 2012 Main Gassed Average % Incomplete 68.7%

3 2012 Services Average % Incomplete 71.8%

4 2012 PGL Meters Average % Incomplete 85.8%

5 2012 Removal From Service Average % Incomplete 93.0%

6 2012 Total Categorical Average % Incomplete 75.0%

AMRP 2013 Categorical Averages 7 2013 Main Installed Average Forecasted % Incomplete 46.9%

8 2013 Main Gassed Average Forecasted % Incomplete 62.1%

9 2013 Services Average Forecasted % Incomplete 56.4%

10 2013 PGL Meters Average Forecasted % Incomplete 80.1%

11 2013 Removal From Service Average Forecased % Incomplete 86.4%

12 2013 Total Categorical Average % Incomplete 66.4%

13 2012 AMRP Disallowance = $127,800,0001 * Line 6 = $95,794,193

14 2013 AMRP Disallowance = $185,010,0002 * Line 12 = $122,803,903

Lines 1-12 = 12-0511_0512 WP 6.1 P AMRP Disallowance

1 = $219,900,000-$92,100,000 = $127,800,000 = NS-PGL Ex. 34.2

2 = $220,750,000-$38,740,000 = $185,010,000 = NS-PGL Ex. 34.2



PGL DAS 9.07 Attach 01

PGL CNG Facility

Oct 2012 Nov 2012

Revenues 13.61         28.69                                

Operating Costs (6,513.14)   (4,319.50)                         

Net Operating Revenues (6,499.53)   (4,290.81)                         
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REQUEST NO. ENG 11.01: 
Referring to NS-PGL Ex. 34.0, Lines 154-157, please provide documentation 
demonstrating Peoples Gas’ Engineering Department performed a thorough analysis of its 
gas distribution system.  Further, provide documentation demonstrating a reasonable 
prioritization of replacement needs.  Staff would expect this response to contain all internal 
correspondence generated by the Engineering Department associated with the above-
referenced analysis, including any discussion about prioritization of replacement needs 
delivered to the interested parties responsible for interpreting this information and 
developing reasonable construction schedules and plans for Peoples and all its sub-
contractors working on AMRP projects. 
 
RESPONSE: 
 
Peoples Gas objects to this data request as it is vague.  It is not clear whether the data 
request is seeking the analysis and prioritization of work in preparation for the AMRP 
program (20 year program) or the analysis and prioritization of work over 2011-2012.  
Furthermore, Peoples Gas objects to this data request as it relates to “all correspondence” 
as it is overly broad and unduly burdensome.  Subject to and without waiving these 
objections and its General Objections, Peoples Gas states: 
 
 The goal of the Accelerated Main Replacement Project (AMRP) is to replace 
Peoples Gas’ Cast/Ductile Iron pipe in a 20 year time frame. To accomplish this goal 
Peoples Gas would have to retire this pipe at a rate of approximately 100 miles per year.  
Additionally Peoples Gas needs to build out 50 miles of High Pressure steel gas piping to 
support the replacement of the Cast/Ductile Iron low pressure system.  A thorough 
analysis was performed and is documented in the “2011-2012 AMRP Construction 
Strategy” white paper dated May 2, 2011 and in the “Five Year Construction Plan” white 
paper dated June 5, 2012.   
 
 In the 2011- 2012 AMRP Construction Strategy there were a number of priorities 
identified including: 

 Targeting the replacement of high maintenance gas main segments. This is 
performed by utilizing the Uniform Main Ranking Index (UMRI) tool. 

 Targeting the replacement of Medium Pressure Ductile Iron pipe. 
 Targeting the replacement of small diameter Cast Iron pipe in the Medium Pressure 

distribution system. 
 Targeting the replacement of high maintenance gas pipe in a contiguous area. 
 Build out of the High Pressure infrastructure associated with the AMRP program. 
 Replacement of Cast/Ductile Iron pipe segments in coordination with Public 

Improvement projects. 
 

 In the Five Year Construction Plan Construction Strategy white paper many of the 
same drivers exist for determining priorities.  They include: 
 

 Targeting the replacement of high maintenance gas main segments. This is 
performed by utilizing the Uniform Main Ranking Index (UMRI) tool. 

 Targeting the replacement of Medium Pressure Ductile Iron pipe. 
PGL 0020707PGL 0020668
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 Targeting the replacement of high maintenance gas pipe in a contiguous area 

utilizing the neighborhood approach. 
 Build out of the High Pressure infrastructure associated with the AMRP program. 
 Replacement of Cast/Ductile Iron pipe segments in coordination with Public 

Improvement projects. 
 
See attached documents:  

 2011-2012 AMRP Construction Strategy 
 Five Year Construction Plan 
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