
STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
 

Illinois Commerce Commission    )  
On Its Own Motion       ) 
        ) Docket 13-0458 
Adoption of 83 Ill. Adm. Code 556    ) 
         
 

BRIEF ON EXCEPTIONS OF  
THE PEOPLES GAS LIGHT AND COKE COMPANY 

 
 Pursuant to Section 200.830 of the Illinois Commerce Commission’s 

(“Commission”) Rules of Practice and the schedule set by the Administrative Law Judge 

(“ALJ”), The Peoples Gas Light and Coke Company (“Peoples Gas”) files its Brief on 

Exceptions to the ALJ’s Proposed Order (“ALJPO”) in the above-captioned proceeding.  

Attachment A is Peoples Gas’ Exceptions.  Attachment B shows Peoples Gas’ 

proposed rule changes.  Attachments A and B show proposed changes in legislative 

style.   

 This proceeding is required to adopt Permanent Rules, to be codified at 83 

Illinois Administrative Code Part 556, to implement new Section 9-220.3 of the Public 

Utilities Act.  Section 9-220.3 permits certain gas utilities, including Peoples Gas, to “file 

a tariff for a surcharge which adjusts rates and charges to provide for recovery of costs 

associated with investments in qualifying infrastructure plant, independent of any other 

matters related to the utility’s revenue requirement.”  220 ILCS 5/9-220.3(a)(1).  Peoples 

Gas has filed such a tariff (Docket No. 13-0534) under the currently effective 

Emergency Rules that the Permanent Rules would replace.  Thus, it has a substantial 

interest in the rules before the Commission in the instant proceeding. 
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 As is clear from its Verified Initial and Reply Comments, Peoples Gas’ proposed 

changes are limited.  In this Brief, it raises five exceptions, two of which merely add 

language describing Peoples Gas’ positions on issues discussed in the ALJPO. 

EXCEPTION 1 

Section 556.10:  Accumulated Deferred Income Taxes (“ADIT”) 

 As the ALJPO states (ALJPO, pp. 2-3), Peoples Gas and Ameren Illinois 

Company d/b/a Ameren Illinois (“AIC”) each proposed adding a definition of 

Accumulated Deferred Income Taxes (“ADIT”) to the rules.  The ALJ agrees with the 

Commission Staff’s conclusion that the definition is not needed.  ALJPO, p. 3.  As the 

ALJPO includes Peoples Gas’ comments on this item, including its concerns that the 

inclusion of ADIT in the calculations creates an unnecessary risk of a tax normalization 

violation, Peoples Gas will not repeat those arguments in this Brief. 

 Defining key terms, whether in a law, a rulemaking or a contract, is useful to 

interpretation.  Nonetheless, Peoples Gas withdraws its proposal to add a definition of 

ADIT, but it proposes that the Order more clearly explain why the Commission is 

foregoing the inclusion of such a definition.  For the reasons stated in Peoples Gas’ 

Verified Initial Comments, ADIT is a key term.  First, it is a critical component in the 

calculation of the surcharge and the reconciliation adjustment.  Second, the inclusion of 

ADIT in these calculations increases the risk that the new rider will lead to tax 

normalization questions.  Peoples Gas certainly agrees with Staff’s comments “that the 

amount representing ‘Accumulated Deferred Income Taxes’ should be consistent with 

the rules and regulations of the [Internal Revenue Service] IRS” and “all utilities should 

continuously comply with all IRS rules and regulations.”  Staff Reply Comments, p. 3.  
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However, given the complexity of the rules governing tax normalization and their effect 

on the ADIT calculations, more explanation in the Order about the Commission’s 

rationale for rejecting Peoples Gas’ and AIC’s proposals would strengthen the Order.  

Absent a definition, it is reasonable for the Order to state more expansively why it 

accepts Staff’s conclusion so that utilities may look to that language to support their 

implementation of the rule.   

 Peoples Gas respectfully requests that the Commission adopt Exception 1.     

EXCEPTION 2 

 Section 556.10:  Depreciation Expense 

 The ALJPO does not accept one of AIC’s proposed additions to the definition of 

“Depreciation Expense.”  Peoples Gas agrees with this conclusion, and Peoples Gas 

proposes that the Order include its position from its Verified Reply Comments. 

 Peoples Gas respectfully requests that the Commission adopt Exception 2.     

EXCEPTION 3 AND EXCEPTION 3 ALTERNATIVE 

 Section 556.10:  Difficult to Locate Main 

Section 556.10:  Difficult to Locate Service Pipe 

The ALJPO accepts a change to each of these definitions, in both cases 

modifying the words “locating signal” with “conductive electronic.”  In its comments, 

Peoples Gas took no position on the wording of these definitions in Part 556.  These are 

not projects for which Peoples Gas expects to seek recovery under Section 9-220.3.  

However, Peoples Gas notes that new Section 5-111 of the Public Utilities Act, added in 

the same law as Section 9-220.3, includes a reporting requirement for “number of 

difficult to locate services replaced.”  220 ILCS 5/5-111.  Peoples Gas requests that the 
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Order in this proceeding clarify that the definition is limited to Part 556 and does not 

govern reporting under Section 5-111.  While the concept of “conductive electronic 

locating signal” is a way to address difficult to locate facilities, it is not representative of 

the full range of available locating technology.   

Alternatively, Peoples Gas requests that the definitions delete the words 

“conductive electronic” to avoid any potential effect on the scope of the Section 5-111 

reporting requirement.   

Peoples Gas respectfully requests that the Commission adopt Exception 3 or 

Exception 3 Alternative. 

EXCEPTION 4 

Section 556.10:  Annual Reconciliation 

 Peoples Gas proposed changes to the definition of “reconciliation year” in 

Section 556.10 and conforming language in the portion of the rules describing the 

reconciliation calculation (Section 556.100(d)(2)).  The ALJPO describes these 

proposals on pages 7-9, but it declined to adopt them.  Specifically, Peoples Gas 

proposed language to match the revenue period with the cost period.  For a utility 

making monthly filings, as Peoples Gas has proposed to do, the statutorily prescribed 

calendar year cost reconciliation is best matched with a March through February 

revenue period because it is in this period that the calendar year costs appear in the 

“S%”1 that will be on customers’ bills.  The chart from Peoples Gas’ Verified Initial 

Comments reproduced on pages 8-9 of the ALJPO illustrates this point.    

 Peoples Gas disagrees that its proposal would complicate the reconciliation 

process.  First, the reference to Form 21 is puzzling because nothing in Form 21 (the 
                                                            
1  The “S%” is a percentage that the utility will apply to certain base rate revenues on customers’ bills. 
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annual report to the Commission under Section 5-109 of the Public Utilities Act) would 

identify revenues associated with the new rider, just as it does not include other rider-

specific data.  Second, it was only in 2007 that Peoples Gas adopted a calendar year as 

its fiscal year.2  Until 2007, its fiscal year was the twelve months ended September 30.  

Thus, for example, its Gas Charge reconciliation included data that did not match its 

Form 21 data,3 and there is no evidence that this fact complicated those reconciliations.   

Peoples Gas disagrees that its proposal is inconsistent with the statutory 

requirement of a calendar year reconciliation.  Under Peoples Gas’ proposal, the 

calendar year is the year being reconciled.  What Peoples Gas’ proposal would 

accomplish is to pair those calendar year costs with the applicable revenue months.  

Such a reconciliation is apt to simplify the preparation and review of the reconciliation 

and, for the benefit of customers, reduce the resulting reconciliation adjustment.  

Peoples Gas respectfully requests that the Commission adopt Exception 4, of 

which one part concerns the definition of “reconciliation year” in Section 556.10 and the 

other part concerns the description of data provided with the reconciliation in Section 

556.100(d)(2).  

EXCEPTION 5 

Section 556.61 Determination of QIP Surcharge Rate [New Section 
proposed by Nicor Gas] 

The ALJPO does not accept Northern Illinois Gas Company d/b/a Nicor Gas 

Company’s (“Nicor Gas”) proposed new section to allow a per customer charge rather 

                                                            
2  As part of the WPS Resources Corporation reorganization, Peoples Gas and other Peoples Energy 
affiliates changed their fiscal year.  WPS Resources Corporation et al., Docket No. 06-0540 (Order, Feb. 
7, 2007).    
3  See The Peoples Gas Light and Coke Company, Docket Nos. 06-0752, 07-0312 (cons.) (Order, Nov. 
23, 2010). 
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than a percentage of base rate revenue charge.  Peoples Gas supported this proposal 

in its Verified Reply Comments, but it opts not to except to the ALJPO on this point.  

However, Peoples Gas proposes that the Order include its position. 

Peoples Gas respectfully requests that the Commission adopt Exception 5. 
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WHEREFORE, The Peoples Gas Light and Coke Company respectfully submits 

this Brief on Exceptions. 

 
 Respectfully submitted, 

 
 The Peoples Gas Light and Coke Company 

 
 

 By:   /S/ MARY KLYASHEFF    
       Mary Klyasheff 
       An Attorney for 
       The Peoples Gas Light  
       and Coke Company 
 
 
 
 
M. Gavin McCarty 
Mary Klyasheff 
Integrys Business Support, LLC  
Legal Service Department 
130 East Randolph Street 
Chicago, Illinois  60601  
 
telephone:  312-240-4470 
facsimile:  312-240-4219 
e-mail:  MPKlyasheff@integrysgroup.com 

Dated at Chicago, Illinois  
this 9th day of October, 2013. 



  ATTACHMENT A 

STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
 

Illinois Commerce Commission    )  
On Its Own Motion       ) 
        ) Docket 13-0458 
Adoption of 83 Ill. Adm. Code 556    ) 
         
 

EXCEPTIONS OF 
THE PEOPLES GAS LIGHT AND COKE COMPANY 

 
This Attachment A shows Peoples Gas’ proposed changes to the ALJPO as 

described in its Brief on Exceptions. 

EXCEPTION 1 (ALJPO, p. 3) 

II. Proposed Rules 

A. Section 556.10 Definitions 

1. Definition of “Accumulated Deferred Income Taxes” 
 

Commission Analysis and Conclusion 
The Commission agrees with Staff that the amount representing ADIT in the 
calculations called for by these rules should follow the applicable IRS rules and 
regulations.  The Commission acknowledges the importance of correctly calculating 
ADIT, not merely in the implementation of these rules but to preserve the utilities’ ability 
to continue to use accelerated depreciation by remaining in compliance with the IRS’ 
normalization requirements.  As Peoples Gas and AIC explained, the relevant 
requirements are those currently found in Sections 167 and 168 of the Internal Revenue 
Code of 1986, the IRS’ rules promulgated to implement those sections, and any 
amendments to those statutory sections and the applicable rules.  The Commission 
agrees with Staff that a definition is not needed in the rules, given that neither Staff nor 
the intervenors disagree with the proper way to calculate ADIT and the governing IRS 
requirements. and rejects the need for a definition of “Accumulated Deferred Income 
Taxes.   
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  ATTACHMENT A 

EXCEPTION 2 (ALJPO, p. 4) 

II. Proposed Rules 

A. Section 556.10 Definitions 

1. Definition of “Depreciation Expense” 
NICOR 

Ameren Illinois proposes two language additions in the definition of “Depreciation 
expense.”  Ameren Illinois Init. Comments at 3.  Nicor Gas takes no issue with the first 
addition found at the end of the first sentence of the definition.  Nicor Gas does not 
support the second addition proposing the following language at the end of the second 
sentence:  “using a method defined in each utility’s tariffs filed under this Part.”  Nicor 
Gas believes this language is problematic for several reasons.  First, there is no 
statutory requirement to include a specific retirement methodology in the tariff and, 
therefore, it is unnecessary.  Furthermore, Nicor Gas expects that the retirement 
methodology it will use will be the same methodology used for any plant retirements.  
The addition of language such as that proposed by Ameren Illinois could infer that this 
may not be the case.  For these reasons, Ameren Illinois’ second proposed addition to 
the definition of depreciation expense should not be adopted in the QIP Rule adopted in 
this proceeding. 
PEOPLES 

Peoples Gas does not believe adding “using a method defined in each utility’s 
tariffs filed under this Part” is necessary.  Peoples Gas expects that the method it uses 
to determine depreciation expense, like its determination of other factors in the 
calculation, will be consistent with the methods it uses in preparing its books and 
records. 
Commission Analysis and Conclusion 

EXCEPTION 3 (ALJPO, p. 7) 

II. Proposed Rules 

A. Section 556.10 Definitions 

1. Definition of “Difficult to locate main” 

AMEREN 
Ameren Illinois proposes some clarifying language to the definition of “Difficult to 

locate main”.  The changes are indicated by underline as set forth below. 
 

"Difficult to locate main" refers to a main from which a utility cannot 
obtain a reliable conductive electronic locating signal. 
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  ATTACHMENT A 

STAFF 

Staff accepts Ameren Illinois’ clarifying language.   

Commission Analysis and Conclusion 

The Commission will adopt the clarifying language as proposed by Ameren and it will be 
included in the final definition under this section.  The Commission notes that this 
definition is for purposes of filings under the rider authorized by Section 9-220.3 of the 
Act and is not adopted with respect to the new reporting requirements in Section 5-111 
of the Act. 
 

2. Definition of “Difficult to locate service pipe” 

AMEREN 

Ameren Illinois proposes some clarifying language to the definition of “Difficult to 
locate service pipe”.  The changes are indicated by underline as set forth below. 

 

"Difficult to locate service pipe" means a service pipe from which a 
utility cannot obtain a reliable conductive electronic locating signal. 

STAFF 

Staff accepts Ameren Illinois’s clarifying language.   

Commission Analysis and Conclusion 

The Commission will adopt the clarifying language as proposed by Ameren and it will be 
included in the final definition under this section.  The Commission notes that this 
definition is for purposes of filings under the rider authorized by Section 9-220.3 of the 
Act and is not adopted with respect to the new reporting requirements in Section 5-111 
of the Act. 

EXCEPTION 3 ALTERNATIVE (ALJPO, p. 7) 

II. Proposed Rules 

B. Section 556.10 Definitions 

1. Definition of “Difficult to locate main” 

AMEREN 
Ameren Illinois proposes some clarifying language to the definition of “Difficult to 

locate main”.  The changes are indicated by underline as set forth below. 

3 
 



  ATTACHMENT A 

 
"Difficult to locate main" refers to a main from which a utility cannot 
obtain a reliable conductive electronic locating signal. 

STAFF 

Staff accepts Ameren Illinois’ clarifying language.   

Commission Analysis and Conclusion 

The Commission will adopt the clarifying language as proposed by Ameren and it will be 
included in the final definition under this section.  The Commission notes that this 
definition is in the context of filings under the rider authorized by Section 9-220.3 of the 
Act, but the new reporting requirements in Section 5-111 of the Act include the similar 
concept of “difficult to locate services.”  The Commission will exclude the words 
“conductive electronic” from the definitions in these rules to avoid unintended 
consequences for the Section 5-111 reporting. 
 

2. Definition of “Difficult to locate service pipe” 

AMEREN 

Ameren Illinois proposes some clarifying language to the definition of “Difficult to 
locate service pipe”.  The changes are indicated by underline as set forth below. 

 

"Difficult to locate service pipe" means a service pipe from which a 
utility cannot obtain a reliable conductive electronic locating signal. 

STAFF 

Staff accepts Ameren Illinois’s clarifying language.   

Commission Analysis and Conclusion 

The Commission will adopt the clarifying language as proposed by Ameren and it will be 
included in the final definition under this section.  The Commission notes that this 
definition is in the context of filings under the rider authorized by Section 9-220.3 of the 
Act, but the new reporting requirements in Section 5-111 of the Act also include the 
concept of “difficult to locate services.”  The Commission will exclude the words 
“conductive electronic” from the definitions in these rules to avoid unintended 
consequences for the Section 5-111 reporting. 
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  ATTACHMENT A 

EXCEPTION 4 (ALJPO, p. 11) 

II. Proposed Rules 

C. Section 556.10 Definitions 

6. Definition of “Reconciliation Year” 

Commission Analysis and Conclusion 

The Commission agrees with Staff and rejects Peoples Gas’ proposal to change the 
language in this section.  As Peoples Gas explained, its proposed changes to the 
definition of “reconciliation year” and to language in the subsection describing data 
provided with the reconciliation (Sec. 556.100(d)(2)) will improve the accuracy of the 
reconciliation by matching costs and revenues while maintaining consistency with the 
statutory requirement that the reconciliation be of calendar year costs.  It should also 
reduce the reconciliation adjustment.  The Commission is also persuaded by the 
successful implementation of such a process with Peoples Gas’ decoupling mechanism.   

EXCEPTION 5 (ALJPO, p. 19) 

II. Proposed Rules 

K. Section 556.100 Annual Reconciliation 

PEOPLES 

Peoples Gas proposes language changes to (c) ActNetQIP.  Those changes are: 
ActNetQIP 
 

= The average actual cost of the 
investment in QIP for the 
reconciliation year net of the actual 
accumulated depreciation and 
accumulated deferred income taxes 
liabilities net of deferred tax assets 
resulting from the additional QIP 
associated with the investment in 
QIP based on the 13-month 
average for the reconciliation year. 
 

(Peoples Gas Initial Comments, Attachment A) 
Peoples Gas also proposed changes to subsection (d)(2) to implement its reconciliation 
year proposal.  The Order addresses and accepts these changes in Section II.A.6, 
supra. 
 
EXCEPTION 4 (ALJPO, p. 15) 
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ndix A to these Reply 
s 

II. Proposed Rules 

G. Section 556.61 Determination of QIP Surcharge Rate [New Section  
 proposed by Nicor Gas 
 
These highlighted changes, and those to certain factors comprising the formula, also 
are reflected in the same formula appearing in Nicor Gas’ Appe
Comment
 
PEOPLES 

Peoples Gas supports Nicor Gas’ per customer approach as an alternative.  It 
does not know if its preference would be to use this approach, but it would welcome 
having this alternative available.  Peoples Gas is aware that water and sewer utilities 
use the percentage method (83 Illinois Administrative Code §656.60), and Peoples Gas, 
largely because of the water and sewer rule, had this method in its former infrastructure 
cost recovery rider.  Thus, Peoples Gas is confident that the percentage method works 
and is not suggesting replacing it with a per customer charge.  However, it likewise is 
confident that a per customer charge would work, and it is beneficial to have this 
alternative rate design available. 

For the customer, the per customer method may be easier to understand and is 
more predictable than a percentage applied to base rate revenues.  While the per 
customer charge will change with each filing (just as the percentage will change), the 
charge on the bill will not vary with customer usage (i.e. with base rate revenues).  
These factors may make tariff administration easier and reduce customer service 
inquiries.  The per customer method may also reduce the amount of the reconciliation 
adjustment since customer usage will not be a factor.  Under the percentage method, 
warmer or colder weather will affect customer usage, which affects base rate revenues, 
so it affects the revenue billed.  Ultimately, taking reconciliation into account, the total 
revenue billed under either method would be the same and the amount billed to each 
customer class would likely be approximately the same.  Therefore, Peoples Gas 
believes either method is acceptable and allowed by Section 9-220.3 of the Act.    
 

TAFF 

 

S



  ATTACHMENT B 

STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
 

Illinois Commerce Commission    )  
On Its Own Motion       ) 
        ) Docket 13-0458 
Adoption of 83 Ill. Adm. Code 556    ) 
         
 

EXCEPTIONS OF 
THE PEOPLES GAS LIGHT AND COKE COMPANY 

 
This Attachment B shows Peoples Gas’ proposed changes to Attachment A of 

the ALJPO as described in Exceptions 3 (alternative) and 4 of its Brief on Exceptions. 

EXCEPTION 3 ALTERNATIVE 

“Difficult to locate main” refers to a main from which a utility cannot obtain 
a reliable conductive electronic locating signal. 
 
“Difficult to locate service pipe” means a service pipe from which a utility 
cannot obtain a reliable conductive electronic locating signal. 

 
EXCEPTION 4 

Section 556.10  Definitions 

 
“Reconciliation year” means the calendar year period for which actual 
costs associated with QIP and the corresponding twelve-month period for 
which QIP surcharge revenues associated with those costs are reconciled. 

 

Section 556.100  Annual Reconciliation 
 
d) Each annual reconciliation shall include the following schedules: 
 

1) A schedule showing the actual monthly costs associated with the 
qualified infrastructure investment for the reconciliation year; 

 
2) A schedule showing the actual monthly revenues arising from the 

application of the QIP surcharge, with such revenues based on the 
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  ATTACHMENT B 

2 
 

effective months of the QIP surcharge percentages, as described in 
Section 556.90, corresponding to the costs shown in subsection 
(d)(1), such that the period for a utility filing the QIP surcharge 
percentage on a monthly basis shall show actual monthly revenues 
for the effective months of March of the reconciliation year through 
February of the year following the reconciliation year, which 
correspond to the costs for during the reconciliation year; 

 



STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
 

Illinois Commerce Commission   )  
On Its Own Motion      ) Docket 13-0458 
Adoption of 83 Ill. Adm. Code 556   )  

     
 

NOTICE OF FILING AND CERTIFICATE OF SERVICE 
 
 

I hereby certify that The Peoples Gas Light and Coke Company filed its 

Brief on Exceptions on the Illinois Commerce Commission’s e-docket system and 

served such by electronic mail upon each person designated in the official 

service list compiled in this proceeding, Docket No. 13-0458, in accordance with 

requirements of the Commission’s Rules of Practice. 

Dated at Chicago, Illinois this 9th day of October, 2013. 

 

 
 By:   /S/ MARY KLYASHEFF    

       Mary Klyasheff 
       An Attorney for 
       The Peoples Gas Light 
       and Coke Company 
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