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 NOW COME the People of the State of Illinois (“the People”), by Lisa Madigan, 

Attorney General of the State of Illinois, and pursuant to Part 200.190 of the Illinois Commerce 

Commission’s (“the Commission”) rules, 83 Ill.Admin.Code Part 200.190, hereby file their 

response to Peoples Gas Light & Coke Company’s (“Peoples” or “PGL”) and North Shore Gas 

Company’s (“North Shore” or “NS”) (collectively “the Companies”) Motion to Admit Evidence 

on 2013 Debt Costs (“PGL/NS” Motion). 

 In its Motion, PGL/NS requests permission to admit as evidence updates to its submitted 

long-term debt financing data.  The Companies’ Motion notes that “[i]n its testimony and during 

the hearing, Peoples Gas indicated that subsequent to the end of the hearing but before the 

Illinois Commerce Commission… issued its final Order in these rate cases, the Company 

planned to complete a refinancing of certain long-term debt that was likely to result in lower 

costs for the debt, and thus, a reduced cost of capital.”  PGL/NS Motion at 1.  The Company 
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further highlighted in its Motion, as support for its request to admit the additional information, 

that in its Initial Brief, the Companies repeated this request to admit the updated data, and noted 

at the time that, “This is reasonable because Peoples Gas expects the cost of the refinanced debt 

to be lower than its current cost.”  Motion at 1-2, citing PGL/NS Initial Brief at 137.   

The People do not object to the Companies’ request.  Adoption of these more current 

long term debt financing rates is appropriate, will properly update the average cost of long term 

debt in the forecasted test year, and is consistent with the adoption of an average rate base in the 

calculation of new rates in this case.  However, one significant point must be highlighted and is 

relevant only if the Commission permits the Companies to employ a year-end rate base in the 

calculation of the test year revenue requirement – a position both Staff and consumer intervenors 

strenuously oppose.
1
  The Companies propose use of an average accounting method to determine 

the outstanding monthly debt balances and long term debt cost rates even if a year-end rate base 

is adopted by the Commission.  AG Ex. 1.0 at 57-8; see NS/PGL Sched. D-3.  As noted in the 

AG Initial Brief, if the Companies prevail in their proposed utilization of a year-end rate base, 

the Commission should incorporate a year-end quantification of the cost of long-term debt.  This 

is, essentially, a matter of fairness and consistency.  AG Initial Brief at 96-99; AG Reply Brief at 

51-52. The Companies’ recommended use of the higher, average monthly accounting method for 

outstanding bonds is grossly inconsistent with the Companies’ advocacy for use of a year-end 

rate base.  The Companies should not be allowed to quantify a larger rate base at year-end to 

increase revenue requirements, while ignoring the declining costs of long term debt that would 

be lower if consistently annualized at test year-end.  The result of such an inconsistent approach 

                                                 
1
 A thorough analysis of the Company’s unreasonable request for the Commission to adopt a year-end rate base in 

the rates established in this case is provided in the AG Initial and Reply Briefs.  See, e.g., AG Initial Brief at 5-18.  
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would result in ratepayers being denied full participation in the annual and ongoing interest 

savings resulting from such refinancing. 

3.  The Companies’ Motion and supporting exhibits make clear that the refinancing of the 

older, higher cost bonds at currently lower market interest rates during the 2013 test year results 

in a significantly lower debt costs in 2013.  However, an even lower year-end cost of long-term 

debt results from the Companies’ refinancing efforts than the average figures listed in NS-PGL 

witness Gast’s exhibits, and the even lower year-end cost rates should be  employed only if the 

Commission authorizes use of a year-end rate base.  As shown on NS-PGL Ex. 51.2N, line 38, 

column (M), North Shore’s reported annualized end-of-year cost of long term debt, with the 

updated issuances that are the subject of the Companies’ Motion, is 4.17% -- significantly lower 

than the 4.53% average long term debt cost, listed at line 51 of that exhibit, that NS-PGL witness 

Gast now recommends the Commission incorporate in the calculation of North Shore’s rates.  

Similarly, as shown on NS-PGL Ex. 51.2P, page 2, Peoples Gas’s reported annualized end-of-

year cost of long term debt, with the updated issuances that are the subject of the Companies’ 

Motion is 4.12% -- again significantly lower than the 4.37% average long term debt cost, shown 

on NS-PGL Ex. 51.2P, p.1, that NS-PGL witness Gast recommends the Commission incorporate 

in the calculation of PGL rates.  In order to consistently recognize utility costs, these updated 

end-of-year cost of debt values should be reflected, as a matter of consistency and fairness to 

ratepayers, only if the Commission adopts the Companies’ proposed year-end rate base for 

purposes of setting rates. 

 

 In sum, the People have no objection to the additional evidence submitted by the 

Companies in the Motion to Admit Evidence on 2013 Debt Costs.  However, the People wish to 

alert the Commission that should the Commission reject the well-supported testimony of Staff 
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and Intervenors related to the need for an average, rather than year-end rate base in the 

Companies’ revenue requirement established in this case (which the Commission should not), 

the Commission should take a consistent approach and reflect the year-end annualized end-of-

year cost of long term debt for both Companies, as discussed above and in the AG Initial and 

Reply briefs.  

Respectfully submitted, 

 

The People of the State of Illinois 

by LISA MADIGAN, Attorney General 

 
Senior Assistant Attorney General 

Timothy O’Brien 

Assistant Attorney General 

Public Utilities Bureau 

100 W. Randolph St., 11th Floor 

Chicago, IL 60601 

Telephone (312) 814-3736 

Fax (312) 814-3212 

Email: jdale@atg.state.il.us 
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