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BEFORE THE ILLINOIS COMMERCE COMMISSION 
STATE OF ILLINOIS 

 
North Shore Gas Company     ) 
       ) ICC Docket No. 12-0511 
Proposed General Increase for Gas Distribution  )   
Services      )   
       )  consolidated with 
The Peoples Gas Light and Coke Company   ) 
       )  
Proposed General Increase for Gas Distribution  )  ICC Docket No. 12-0512 
Services      ) 
 
 

PROPOSED REPLACEMENT LANGUAGE SUPPLEMENTING THE  
BRIEF ON EXCEPTIONS OF INTERSTATE GAS SUPPLY OF ILLINOIS, INC 

  Interstate Gas Supply of Illinois, Inc. (“IGS Energy”), by and through its attorneys, 

Quarles & Brady LLP, pursuant to Section 200.830 of the Rules of Practice of the Illinois 

Commerce Commission (“Commission”), respectfully submits this Attachment A containing 

Proposed Replacement Language Supplementing IGS Energy's Brief on Exceptions in the above-

captioned proceeding regarding a proposed general increase in gas rates of The North Shore Gas 

Company ("North Shore") and The Peoples Gas Light and Coke Company ("Peoples") 

(collectively, the "Companies").   

INTRODUCTION 

 During the course of this proceeding, IGS Energy presented credible, compelling 

evidence that the Companies' customer choice program -- commonly referred to as "Choices For 

You" -- is operating poorly, in large part because the Companies fail to adhere to basic pro-

competitive cost causation principles that the Commission has consistently endorsed.  IGS 

Energy has offered straightforward, modest recommendations to fix this problem, so that 

Choices For You customers are no longer penalized by being (1) required to pay costs that they 

do not cause and from which they do not benefit and (2) burdened with fees that ought to be 



 

 
2 
 

 

borne by all customers eligible for choice.  IGS Energy greatly appreciates the efforts of the 

Proposed Order's endorsement of one of IGS Energy's common-sense solutions to repair Choices 

For You: specifically, the Proposed Order's finding that all eligible retail customers benefit from 

a competitive program, and, therefore, the costs for running that program must be recovered 

from all of those eligible customers.  (See Proposed Order at 277.)  This finding, which is well 

grounded in the evidence in this proceeding and is consistent with Commission and utility 

positions in analogous circumstances, represents an important pro-competitive step.   

Although the Proposed Order correctly endorses the recovery of administrative costs 

from all eligible customers, IGS Energy respectfully disagrees with certain other parts of the 

Proposed Order.  Accordingly, consistent with IGS Energy's Brief on Exceptions, IGS Energy 

offers the following replacement language to the Proposed Order.  

PROPOSED REPLACEMENT LANGUAGE 

X. 

TRANSPORTATION ISSUES 

B. Contested Issues  
 
1. Cost Allocation Between Sales Customers and Small Volume 

Transportation Customers 
 

Commission Analysis and Conclusions [Beginning at page 270 of the Proposed 
Order] 
 

IGS Energy raises no new issues and presents no new evidence that was not addressed 
thoroughly in the Utilities’ 2011 rate cases.  As Staff explained, cost causation is not a simple 
issue.  Moreover, the Commission agrees with the Staff that participation levels in a program are 
not necessarily indicative of whether the program is well-designed.  The Commission finds that 
it was reasonable for the Utilities to make no changes to the administrative charges that the 
Commission so recently reviewed and approved.  The Commission makes no other findings 
about the design of or other aspects concerning the Utilities’ programs. 
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The Commission is concerned with the Companies' apparent intransigence with 

respect to their Choices For You Program.  The evidence plainly demonstrates that the 

Choices For You program is floundering and is certainly not performing anywhere near as 

well as the Nicor retail competitive natural gas program or the various retail competitive 

electric programs.  The explicit language and legislative intent of the revisions to the Public 

Utilities Act over the last fifteen years likewise have embraced competition as the preferred 

way to deliver value to consumers in the Illinois energy markets.  Long-standing 

Commission policy favors the development of a robust, vibrant retail competitive market 

for natural gas.  The Commission has long had a policy favoring competition in energy 

markets, and the Commission believes that customers will generally benefit from being 

given the opportunity to participate in a well-designed competitive market. 

The evidence in this record demonstrates that the Choices For You program 

currently is not "well-designed."  IGS Energy has made a compelling case that the Choices 

For You program fails to adhere to basic cost causation principles that the Commission has 

endorsed repeatedly.  The evidence also demonstrates the Companies rather callous 

disregard for this state of affairs.  The Companies do not appear to care whether the 

Choices For You program is successful, or whether participation by customers and 

competitive suppliers continues to decline. 

The Commission does not share that attitude, however.  Retail choice programs, 

when well designed, offer the prospect of price-competitive service to customers who wish 

to switch from the monopoly utility.  Retail choice programs offer customer savings, 

innovative products and services, and overall system benefits that do not exist in a 

monopoly utility model.  That is not to say that all customers will switch.  However, 
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competition means that customers -- not this Commission, the Companies, or any other 

party -- will dictate what customers choose to do in the exercise of their own free will and 

self interest.   

The credible and compelling evidence in this record demonstrates that the 

Companies current allocation of administrative costs is harmful to consumers and the 

competitive market because:  (1) Choices For You customers are being charged for costs 

they do not cause; and (2) certain costs are being attributed solely to Choices For You 

customers, even through the Companies have not properly reviewed and allocated all other 

base rate costs to the proper cost causers.  This situation is contrary to the Act, contrary to 

Commission policy, and contrary to the notion of a well-designed competitive choice 

program.  In effect, the current design of the Companies' Choices For You program is 

flawed.  The Commission will not endorse the perpetuation of such an approach. 

In the Companies' last rate case, the Commission accepted the Companies' position 

regarding the design of the Choices For You program.  However, the evidence presented in 

this proceeding, particularly the evidence showing a sharp decline in customer 

participation in Choices For You over the last three years combined with the evidence 

regarding Choices For You customers paying supply-related costs, compels us to revisit 

this issue.  We also note that IGS Energy is not advocating any radical changes.  Indeed, 

the basic proposal IGS Energy has advanced -- an approach to more equitable recovery of 

administrative charges associated with the Choices For You program -- is an approach that 

was adopted voluntarily by Nicor Gas four years ago, with the endorsement of Staff.  Given 

the evidence, the state of the current Choices For You program, and the fact that the 

Companies have shown no willingness to implement a voluntary modification of the 
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administrative charges recovery approach, the time has come for the Commission to direct 

the Companies to revise their approach to recovery of administrative costs.  We direct the 

Companies to immediately modify their Choices For You program and the associated 

tariffs in a manner that mirror the approach to administrative cost recovery that is used in 

the Nicor Gas retail choice program and recover administrative costs from all eligible 

customers.  All customers benefit from being given the opportunity to participate in a well-

designed competitive market, and therefore the costs to run the competitive program 

should be recovered from all eligible customers.  

2. Recovery of Supply-related Costs from Small Volume Transportation 
Program (Choices for YouSM or “CFY”) Customers 

 
Commission Analysis and Conclusions [Beginning at page 274 of the Proposed 

Order] 
 
 As the Commission concluded in the preceding section, it was reasonable for the Utilities 
to make no changes to the administrative charges that the Commission so recently reviewed and 
approved.  The Commission agrees that CFY customers and suppliers benefit from the Utilities’ 
gas supply functions.  The fact that CFY customers purchase their gas from an alternative 
supplier does not mean that no company gas supports the service those customers receive.  The 
Utilities’ gas supply function, including hedging, benefits those customers by helping to enable 
the Utilities to provide a small volume transportation program.  The Commission rejects IGS 
Energy’s proposal to remove gas supply functions from rates that CFY customers pay. 
 

The issues and evidence presented here are similar to those discussed in X.B.1 

above, and call for the same conclusion.  Cost causation principles, deployed for the 

purpose of ensuring a vibrant retail competitive market, require fair cost recovery.  

Choices For You customers should only pay for costs they cause and/or from which they 

benefit.  The evidence shows that Choices For You customers do not cause supply-related 

administrative costs -- this is not surprising, of course, because Choices For You customers 

do not take supply of natural gas from the Companies. 
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 The evidence shows at least two examples of costs that the Companies incur which 

exclusively serve to benefit Sales customers, but that are charged to both Sales and Choices 

For You customers: (1) costs associated with Sales customers' bad debt collection; and (2) 

costs associated with gas hedging.  No credible evidence suggests that choice customers 

should pay such costs.   

The Companies' response that their current accounting systems are somehow 

incapable of separately tracking these costs accurately is not an argument against proper 

cost allocation -- it is, at best, an argument for a new accounting system.  Because the 

Companies' accounting systems do not separately track their supply-related administrative 

costs, the Commission accepts IGS Energy's recommendation and directs the Companies to 

simply spread all the administrative costs -- including those previously allocated just to the 

Choices For You program -- to all customers who are eligible for the Choices For You 

program.  This result mitigates the need to further examine this issue in this proceeding.  

However, this conclusion ought not be interpreted in future cases as foreclosing a more 

detailed inquiry into the accounting for and allocation of supply-related costs.  On the 

contrary, we view the remedy here as an interim step; in future rate cases and other 

proceedings involving cost allocation, the Companies should be prepared to explain in a 

credible, testable manner how it accounts for and allocates all of its supply-related costs. 
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3. Recovery of Small Volume Transportation Program (Choices For 
YouSM or "CFY") Administrative Costs 

 
[IGS Energy has no suggested language changes to the Commission Analysis and 

Conclusions in this section of the Proposed Order] 
 

4. Provider of Last Resort Investigation 
 

Commission Analysis and Conclusions [Beginning at page 279 of the Proposed 
Order] 

 The Commission declines, in this rate case for North Shore and Peoples Gas, to open a 
proceeding to investigate whether North Shore and Peoples Gas should continue to act as the 
provider of last resort.  The Commission notes that, under Section 19-130 of the Alternative Gas 
Supplier Law, it is submitting a report to the General Assembly, regarding the development of 
competitive retail natural gas markets in Illinois.  As required, the Commission gathered input 
from interested parties in preparing that report, and it provided a forum for parties to raise the 
provider of last resort issue. 
 

Without expressing any opinion on whether the Companies should, in fact, exit the 

role of provider of last resort, the Commission finds that the evidence presented and the 

prevalence of inquires before other state utility commissions on this question forms an 

appropriate basis for this Commission to open an investigation into this question.  

Although having the Companies exit the provider of last resort role would be a substantial 

change in the arrangements by which natural gas service is provided, the Commission is 

persuaded that it is appropriate to begin investigating the issue, not only to get "out in 

front" on this issue but also to further explore the pro-competitive ramifications of such an 

approach to the delivery of natural gas.   

The Commission notes that neither Staff nor any party questions the Commission's 

authority to pursue this investigation.  The Commission also notes the rather muted 

responses to this question offered by the Companies -- indeed, the Companies did not offer 

a single compelling argument against such an investigation, while IGS Energy offered (i) a 

credible explanation of the reasons that utility exit from the provider of last role could 
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provide pro-competitive benefits; (ii) useful information about similar inquiries occurring 

in other states; and (iii) compelling arguments for why such an investigation would be 

particularly appropriate for the Companies. 

Accordingly, concurrent with this Order, the Commission will open a docketed 

proceeding for the purpose of investigating whether and under what circumstances the 

Companies should exit the role of provider of last resort.  While such an investigation is not 

statutorily confined to a particular timeline under the Act, we encourage the assigned 

Administrative Law Judge(s) and the parties to formulate a case schedule that would result 

in a Proposed Order being presented to the Commission within 9 months. 

XII. 

FINDINGS AND ORDERING PARAGRAPHS 

(25) as required in this Order, under the discussion of Rider SSC, Storage Service 
Charge, North Shore and Peoples Gas shall file Rider SSC charges (Storage 
Banking Charge and Storage Service Charge) consistent with the approved 
revenue requirements; and 

(26) as required in this Order, the Companies are directed to modify their cost 
recovery methodology for the Choices For You program to spread all 
Choices For You-related administrative costs among all eligible customers 
and recover those costs from all eligible customers; 

(27) as required in this Order, the Commission shall, concurrently with this 
Order, initiate a separate docketed proceeding to investigate whether and 
under what circumstances the Companies should exit the role of provider of 
last resort; and 

*** 

 IT IS FURTHER ORDERED that the Companies are directed to modify their cost 

recovery methodology for the Choices For You program to spread all Choices For You-

related administrative costs among all eligible customers and recover those costs from all 

eligible customers.  
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IT IS FURTHER ORDERED that the Commission shall, concurrently with the 

entry of this Order, initiate a separate docketed proceeding to investigate whether and 

under what circumstances the Companies should exit the role of provider of last resort.  

 
Respectfully submitted: 
 
INTERSTATE GAS SUPPLY OF 
ILLINOIS, INC. 
 
/s/Christopher J. Townsend 
Christopher J. Townsend 

Christopher J. Townsend 
Christopher N. Skey 
Adam T. Margolin 
Quarles & Brady LLP 
300 North LaSalle Street, Suite 4000 
Chicago, IL 60654 
Phone:  (312) 715-5000 
christopher.townsend@quarles.com 
christopher.skey@quarles.com 
adam.margolin@quarles.com 


