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July 26, 2013 

SUBJECT: Gas utility surcharge rider (S8 2266). 

Capsule Summary 

Public Act 98-0057 became effective July 5, 2013 and requires the Commission to 
establish emergency rules to implement provisions of Section 9-220.3 no later than 30 
days after the effective date. This amendment to the Public Utilities Act authorizes the 
Commission to approve tariffs which allow gas utilities to recover the cost of qualified 
infrastructure investment (QIP investment) without seeking a general increase in rates. 
Staff recommends that the Commission enter an order to accomplish the following 
objectives: 1) adopt the attached draft as the Commission's emergency rules; 2) initiate 
a rulemaking proceeding; and 3) authorize the submission of the first notice rulemaking 
to the Secretary of State. 

Background 

On July 5, 2013, Governor Quinn signed into law PA 98-0057, which requires the 
Commission to promulgate rules and regulations that: 1) establish procedures for the 
approval of a QIP surcharge tariff; 2) determine which investments qualify for rider 
recovery and the related cost recovery methodology; and 3) provide for an annual 
reconciliation and cost review. 

Staff provided draft language to and invited comments from Ameren, Peoples-North 
Shore and Nicor gas companies and the Office of the Attorney General ('the parties"). 
Comments and questions from the parties were followed up by Staff and attempts were 
made to develop mutually agreeable language. Since PA 98-0057 became effective 
July 5, 2013, Staff recommends the Commission adopt Staff's draft proposed 
emergency rule pursuant to Section 5-45 of the Illinois Administrative Procedure Act. 

Synopsis 

Staff's draft proposed emergency rules are attached as Attachment A to this Staff 
Report. The Section description and a synopsis of the highlights of eacA Sestjon are .£ 
discussed below. ~ ~ 2~ 
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Definitions 
Applicability 
Terms and Conditions 

Section 
556.10 
556.20 
556.30 
556.40 
556.50 
556.60 
556.70 
556.80 
556.90 
556.100 
556110 
556.120 
556.130 

Qualifying Infrastructure Plant or QIP 
Recoverable Costs - Return on QIP 
Determination of the QIP Surcharge Percentage 
Application for QIP Surcharge Tariff 
Approval or Withdrawal QIP Surcharge Tariff 
Information Sheet Filings to Amend the QIP Surcharge 
Annual Reconciliation 
Annual Internal Audit 
Gas Utility Commitments 
Annual QIP Plan Update 

Section 556.10 Definitions 

This Section defines the following terms: 

1. Act 
2. Base rate revenues 
3. Baseline amount 
4. Costs associated with investments in qualifying infrastructure plant 
5. Depreciation expense 
6. Difficult to locate main 
7. Difficult to locate service pipe 
8. Information sheet 
9. Qualifying infrastructure plant or QIP 
10. Qualifying infrastructure investment 
11. QIP surcharge percentage 
12. Rate zone 
13. Reconciliation year 

Section 556.20 Applicability 

This Section indicates that this surcharge rider rule shall apply to natural gas utilities 
serving more than 700,000 customers. 
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Section 556.30 Terms and Conditions 

This Section limits the amount of the rate increase attributable to the QIP surcharge as 
a percentage above base rate revenues per statute. It specifies that on the effective 
date of new base rates, the QIP surcharge is reduced to zero with respect to the QIP 
investment transferred to rate base. This Section requires that the QIP surcharge be 
presented as a separate line item on a customer's bill and recorded in a separate 
revenue account on the utility's books. It also provides for specific notice requirements 
regarding the QIP surcharge. 

Section 556.40 Qualifying Infrastructure Plant, or QIP 

This Section: 

." 

1. Defines Qualified Infrastructure Plant according to the seven major project 
classifications enumerated in subsections (b)(1) through (b)(7) of Section 9-
220.3. 

2. Specifies the QIP investment priorities; 

3. Prohibits NICOR from having a QIP surcharge during its merger related rate 
freeze period and specifies that only plant placed in service after that rate freeze 
period can be reflected in a QIP surcharge; and 

4. Limits the amount of infrastructure investment eligible for cost recovery in a 
calendar year. 

Section 556.50 Recoverable Costs - Return QIP 

Recoverable "cost associated with investments in qualifying infrastructure investment 
plant" are previously defined in Section 556.10 as (1) the return on qualifying 
infrastructure plant investment and (2) the recovery of depreciation and amortization 
expense. This Section provides the formula for the first cost component, the return on 
QIP investment. 

Section 556.60 Determination of the QIP Surcharge Percentage 

This Section sets forth the formula for the QIP surcharge percentage to be applied to 
the charges billed to each customer that represent base rate revenues as defined in 
Section 556.10. 
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Section 556.70 Application for QIP Surcharge Tariff 

This Section identifies the documentation that a utility is required to file in support of its 
petition for approval of a QIP surcharge tariff. 

Section 556.80 Approval or Withdrawal of QIP Surcharge Tariff 

This Section comports with Section 9-220.3 of the Act which requires the Commission 
to enter an order approving the QIP tariffs no later than 120 days after the filing of the 
surcharge petition. The utility will then have 7 days to notify the Commission whether it 
will accept any modifications or whether it has decided not to proceed with the tariff. 
The QIP surcharge takes effect on the first day of the calendar year in which the 
Commission enters an order. A utility may withdraw its QIP surcharge tariff upon 10 
days' notice to the Commission. Once the tariff is withdrawn, the utility shall cease 
billing the surcharge, and it is further prohibited from adjusting its base rates at the time 
of withd rawal. . 

Section 556.90 Information Sheet Filings to Amend the QIP Surcharge 

This Section states that any revisions or adjustments to the rate must be filed or 
postmarked on an Information Sheet supplemental to the QIP surcharge tariff with the 
Commission no later than the 20th day of the month preceding the effective date. An 
information sheet received or postmarked after the 20th of the month, but prior to the 
effective date, will be accepted only if it corrects an otherwise timely filed information 
sheet for the same effective period. Lastly, with each information sheet filed with the 
Commission, the utility must provide certain specific QIP investment information to 
su pport the surcharge. 

Section 556.100 Annual Reconciliation 

This Section requires the utility to file annually on or before March 20th a petition to 
initiate hearings to reconcile prudently incurred QIP costs with amounts recovered 
under the surcharge. It sets forth the formula for calculating the reconciliation amount 
and the schedules required to support the annual reconciliation. This section also 
requires other informational and reporting reqUirements related to the Annual 
Reconciliation. 

Section 556.110 Annual Internal Audit 

The Section requires the utility to submit on before July 31 an annual internal audit to 
determine whether the QIP surcharge and information submitted in the Annual 
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Reconciliation complies with the rule and Section 9-220.3 of the Act. The Section also 
requires the utility company to perform certain audit tests to demonstrate that the 
surcharge is being properly billed and accounted for. 

Section 556.120 Gas Utility Commitments 

This Section states that a gas utility that has in effect a QIP surcharge shall (a) 
recognize that the General Assembly identifies improved public safety and reliability as 
the cornerstone of Section 9-220.3 and qualifying projects should be encouraged. 
selected and prioritized based upon these factors; and (b) provide information to the 
Commission as requested to (1) demonstrate that the projects included in the QIP 
surcharge are qualifying infrastructure investment; and (2) the projects are selected and 
prioritized taking into account public safety and reliability. 

Section 556.130 Annual QIP Update 

This Section requires the utility to file an Annual QIP Plan Update by April 1 for the 
current calendar year. 
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Recommendation: 

Staff recommends the Commission approve the emergency rules, initiate a rulemaking 
proceeding and authorize the submission of the first notice rulemaking to the Secretary 
of State. 

Prepared by, 

Supervisor - Accounting Department 

Reviewed by, 

Manager of Accounting 

Approved by, 

Jo Nicdao-Cuyugan 
D' ector of the Financial Ana ysis Division 
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