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CUB RESPONSE TO THE PEOPLE OF THE STATE OF ILLINOIS MOTION 

TO STRIKE CERTAIN SURREBUTTAL TESTIMONY OF PEOPLES GAS 

LIGHT & COKE COMPANY AND NORTH SHORE GAS COMPANY 

 

The Citizens Utility Board (“CUB”), pursuant to 83 Ill. Admin. Code 200.190 and the 

schedule adopted in this proceeding, hereby responds to the Motion to Strike Certain Surrebuttal 

Testimony of Peoples Gas Light & Coke Company and North Shore Gas Company (“Motion”) 

of the People of the State of Illinois by Attorney General Lisa Madigan (“AG”).  The Motion 

seeks to strike portions of the Surrebuttal Testimony of Peoples Gas Light & Coke Company 

(“PGL”) and North Shore Gas Company (“NS”), (collectively, “PGL-NS” or the “Companies”) 

witnesses Hengtgen and Stabile.  The testimony referenced in the Motion should be stricken for 

the reasons cited in the Motion and the reasons stated herein. 

The PGL-NS surrebuttal testimony at issue in the Motion proposes to include an increase 

to rate base for the impact of a 2012 Net Operating Loss (“NOL”).  This is a new specific 

ratemaking adjustment for a 2012 NOL that is now being proposed by the Companies that the 

Companies could have and should have presented in their Direct or Rebuttal testimony filed on 

July 31, 2012 and December 18, 2012, respectively.  As a result, Staff and Intervenor experts are 

unable to comment upon this new adjustment in testimony.  
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In fact, discovery was conducted to quantify the effects of bonus depreciation in 2012, 

but the Companies did not previously show an NOL for 2012.  The surrebuttal testimony 

supporting an NOL adjustment for 2012 is inconsistent with the Companies’ prior 

representations and should not be allowed at this late stage. 

Prior to Surrebuttal, PGL-NS stated that the parent company, Integrys Energy 

Group Inc. (“TEG”), would be able to use the NOLs to obtain a tax benefit, and, thus, 

there was no rate base addition for 2012 NOLs reflected by the Companies prior to their 

surrebuttal.  In responses to DRs such as BAP 15.01(b), and on Companies Schedule G-5, 

the Companies stated that for the current rate case, PGL-NS would incur an NOL for 

2012 on a stand-alone basis but TEG would be able to use the PGL and NS NOLs for 

2012 to reduce current or prior tax obligations of the consolidated group.  The 

Companies’ response to BAP 15.01(b) also states that: “Similarly, for 2013, Peoples Gas 

would incur a NOL on a stand-alone basis, but TEG consolidated was assumed to absorb 

it.  This assumption was disclosed on Schedule G-5.”  See Attachment 1 to this Response. 

In fact, in CUB/City Ex. 2.1, PGL’s response to AG 20.01, PGL showed the 

impacts of 2013 bonus tax depreciation, which indicates the following two ADIT 

impacts: 

1) ADIT credit balance increase of $47.619 million from 2013 bonus tax 

depreciation 

2) ADIT rate base addition of $28.797 million for 2013 NOL attributable to 2013 

bonus tax depreciation. 

Similarly, for North Shore, CUB-City Ex. 2.1 page 25 of 41 shows these impacts from 

2013 bonus tax depreciation: 
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1) ADIT credit balance increase of $3.250 million from 2013 bonus tax 

depreciation 

2) ADIT rate base addition of $3.097 million for 2013 NOL attributable to 2013 

bonus tax depreciation. 

These quantifications are labeled by NS-PGL as “preliminary estimates.”  The surrebuttal 

testimony of PGL-NS Witnesses Hengtgen and Stabile drastically increases their 

estimated 2013 NOL and also includes a new NOL for 2012.  The inclusion of a new 

impact from a 2012 NOL is patently inconsistent with the Companies’ Direct and 

Rebuttal filings and their responses to discovery concerning impacts of 2012 bonus tax 

depreciation and a 2012 NOL. 

The Motion correctly points out that the Companies knew that bonus depreciation 

applied to 2012 at the time of their Direct and Rebuttal filings.  If the Companies 

believed that it was appropriate to recognize an NOL in 2012, that fact could and should 

have been raised in direct or rebuttal testimony.  Motion at 3.  Furthermore, this 

information would have been responsive to Staff data request BAP 15.01, but was not 

quantified at that time.
1
  The Companies’ attempt for the first time in Surrebuttal, to 

update 2012 NOL information, procedurally prejudices all other parties. 

                                                           
1 BAP-15.01 asked the following:  Referring to the previous rate proceeding, Docket Nos. 11-0280/-0281 

(Cons.), the Companies proposed an adjustment in the rebuttal phase to address the existence of a Net 

Operating Loss (“NOL”).  Please address this matter in the context of the instant proceeding, specifically: 

  a)  Describe and quantify the impact, if any, of the existence of the NOL in Docket No. 

11-0280/0281 (Cons.) on actual 2011 results; 

b)  Describe and quantify the impact, if any, of the existence of the NOL in Docket No. 

11-0280/0281 (Cons.) on the 2013 forecasted test year; 

c) Describe, as applicable, the treatment of any NOL that may exist or arise in the instant 

proceeding, including whether such treatment is consistent with the previous proceeding; 

and, 

d) Provide supporting documentation and calculations for items (a) through (c).  
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 WHEREFORE, CUB respectfully requests that the Commission strike the 

testimony cited in the AG’s Motion. 

      Respectfully submitted, 

Dated:  January 31, 2012 

 

______________________________ 

Julie L. Soderna  

Director of Litigation  

CITIZENS UTILITY BOARD 

309 W. Washington, Ste. 800 

Chicago, IL  60606 

(312) 263-4282 x112 

(312) 263-4329 fax 

jsoderna@citizensutilityboard.org 
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