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REQUEST NO. AG 14.02: 

Referring to the response to AG 9.01, please provide a complete description of the 
Company's "top down budgeting approach" with regard to the AMRP. 

RESPONSE: 

In setting the overall capital budget for Peoples Gas, there is an iterative process that 
takes preliminary budgets from across the organization and totals them and provides this 
information to Senior Management. In turn, Senior Management will assess them and 
make the determination of the final budgets for the respective areas, which is termed the 
top down budget. For AMRP, the topdown budget was set at $220.75 million for 2013. 
For AMRP, based on this top down budget, Peoples Gas performs "a bottoms up" cost 
estimating process to determine the amount of work that can be accomplished to fit within 
this top down budget. This process uses estimated quantities and historical costs to 
develop the planned work for the year. 

Originally, for the high pressure main portion of the 2013 budget, the amount of main 
installation was increased to 17 miles from the 2012 amount. The high pressure mains 
budget also included costs for difficult crossings (highway, deep sewer mains, river/stream, 
etc) associated with installing the 17 miles of main. The portion of the 2013 AMRP budget 
allocated for the high pressure mains work was set at $68.75 million. 

Based on an assessment of the actual costs experienced in 2012, Peoples Gas has 
revised the bottoms up estimate of the work for 2013. With some of the unexpected and 
unforeseen costs of 2012 and the need to carry over some of the planned 2012 work into 
2013 (seethe Supplemental Direct and Rebuttal Testimony of Philip M. Hayes), the 
amount of 2013 planned work has been decreased to fit within the top down budget of 
$220.75 million. In regards to the high pressure main work, engineering assessed the full 
17 miles and determined, based upon the current needs of the system, that scaling back to 
seven miles, which includes an Illinois tollway crossing and a deep sewer main crossing, 
would be the minimum level to ensure medium pressure integrity of the distribution system. 
These seven miles. include a four mile segment in the northwest and a three mile segment 
in the southeast portions of our service territory. Therefore, the planned work for 2013 has 
been revised and the 2013 AMRP budget contains $45.0 million to accomplish the high 
pressure main work. See NS-PGL Ex. 34.5 for AMRP planned 2013 construction work 

an~~lCgA.t.'FILErevisions within the 2013 AMRP budget .estimate. 

EO. TN/C. 2-0511 z. -0:;. -IZ 
/",-"'!: 

. . ~iJit No. tA'U'. "7 

Witna •. f}uJriJ,_HPrIf 
0. Zfs(l1.. Reponei' ~. 

P(::I nn1 Qt:;RR 




