
STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
Illinois Commerce Commission   : 
On its Own Motion   : 
       : 13-0458 
Adoption of 83 Ill. Adm. Code 556.  : 
 

ORDER 
 
I. Background 
 
 On July 5, 2013 Public Act 98-57 (“PA 98-0057”) became effective.  Among other 
things, PA 98-0057 created a new section to the Public Utilities Act (“Act”): Section 9-
220.3, on natural gas surcharges.  Section 9-220.3 authorizes the Commission to 
approve tariffs that allow natural gas utilities of a certain size to recover, through tariffs, 
the costs of certain infrastructure improvements without seeking a general rate 
increase.  It also requires the Commission to adopt applicable rules on an emergency 
basis within 30 days after the effective date of the act.  On July 26, 2013, Staff filed a 
report recommending that the Commission open a rulemaking proceeding to adopt, on 
an emergency basis, Staff’s proposed Qualifying Infrastructure Plant Surcharge (“QIP”), 
83 Ill. Adm. Code 556, and to open a rulemaking proceeding to adopt those same 
emergency rules as the permanent rules.  The Commission entered an order adopting 
the emergency rule and opening the proceeding as a general rulemaking pursuant to 
Section 5-40 of the IAPA (5 ILCS 100/5-40) on July 31, 2013. The emergency rules 
have an effective date of August 5, 2013 and expire at the end of 150 days. (2013 Ill. 
Reg. 13571)  The proposed permanent rules were published in the Illinois Register on 
August 16, 2013 (Id. at 13570-13588) which begins the first 45 day notice period. (Id., 
13570) 
 
 A status hearing was held on August 21, 2013 and the parties agreed to a 
schedule allowing for the filing of Verified Initial and Verified Reply Comments.(Tr., 5)  
Initial Comments were field on September 5, 2013 by Staff, Ameren Illinois Company 
d/b/a Ameren Illinois (“Ameren”, “Ameren Illinois” or “AIC”), the Peoples of the State of 
Illinois by Attorney General Lisa Madigan (“AG”), Northern Illinois Gas Company d/b/a 
Nicor Gas Company (“Nicor Gas”) and the Peoples Gas Light and Coke Company 
(“Peoples Gas”).  Reply Comments were filed on September 19, 2013 by Staff, AG 
Ameren Illinois, Nicor Gas and Peoples Gas. A proposed order was issued on October 
3, 2013. On October 10, 2013, Briefs on Exceptions were filed by Ameren, Peoples Gas 
and Staff. On October 16, 2013, Reply Briefs on Exceptions were filed by Ameren and 
Staff. All of the briefs on exceptions and reply briefs on exceptions were considered in 
the preparation of this Order. 
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II. Proposed Rules 

A. Section 556.10 Definitions 

 Ameren Illinois, Nicor Gas, and Peoples Gas proposed changes to certain 
definitions in Section 556.10 and/or proposed new defined terms for Section 556.10.   
 

1. Definition of “Accumulated Deferred Income Taxes” 

AMEREN 
 

Because the QIP Rule uses the term "accumulated deferred income taxes" 
(currently not capitalized), the Ameren believes such term should be defined in order to 
help ensure application of the related tax treatment in a manner that is consistent 
across utilities and in compliance with the Internal Revenue Code.  Ameren proposes 
the definition as: 
 

“Accumulated Deferred Income Taxes” means amounts of 
deferred income taxes computed and adjusted to be 
consistent with the normalization requirement contained in 
Internal Revenue Sections 167 and 168 and the Treasury 
regulations issued related to the normalization requirement 
prescribed by Sections 167 and 168 of the Internal Revenue 
Code of 1986, as it may be amended, [26 U.S.C. Secs. 167 
and 168]. 

 
PEOPLES 
 

The purpose of the tariff authorized by Section 9-220.3 is to allow a utility to 
recover the costs of investment in what is called qualifying infrastructure plant (“QIP”).  
In essence, the tariff will be a vehicle for the utility to earn a return on QIP placed in 
service and to do so outside of the traditional rate case process of placing such plant in 
rate base.  When the utility files a rate case, the utility will include that plant in service in 
rate base and recovery through the QIP tariff associated with the plant so allowed in 
rate base will cease.   

 
The tariff recovery mechanism includes an “S%,” which is a percentage that the 

utility will apply to certain base rate revenues on a customer’s bill.  The S% includes a 
factor called “NetQIP,” which is defined as “[a]ctual cost of QIP less accumulated 
depreciation and accumulated deferred income taxes.”  Proposed Sec. 556.60. 

 
Peoples Gas is concerned that including ADIT in the S% calculation creates an 

unnecessary risk of a tax normalization violation.  ADIT will also affect annual 
reconciliation calculations because “ActNetQIP” is a factor in that calculation.  Proposed 
Sec. 556.100.  Despite this concern, Peoples Gas will not oppose including ADIT in the 
calculation.  A normalization violation has extraordinary consequences – the inability to 
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use accelerated depreciation on property.  If ADIT is in the QIP calculations, giving due 
care to how ADIT factors into those calculations is a key way to preserve the benefits of 
accelerated depreciation for the utility and its customers.  Thus, Peoples Gas proposes 
adding a definition of ADIT and language to define how ADIT is factored into the 
calculation.  These proposals are intended to add clarity by defining an important term 
and to reduce the risk of a normalization violation by adding clear and accurate 
language that incorporates the relevant normalization requirements.   

 
According to Peoples the definition references the relevant Internal Revenue 

Code and Treasury Regulations covering tax normalization.  By tying the definition to 
the law and the implementing regulations, the calculation of ADIT can evolve as and if 
the legal requirements change.  This ought not to be controversial as it merely states 
how a utility would determine ADIT, but it is important to Peoples Gas that anyone 
reading the rule has specific guidance about the proper calculation.  
 
STAFF 

Both Ameren Illinois and Peoples Gas propose a new defined term.  They 
propose that the rule include a definition for “Accumulated Deferred Income Taxes”. 
(AIC Initial Comments, 2-4; Peoples Gas Initial Comments, 2-4) Both Ameren Illinois 
and Peoples Gas propose that the definition require the amount for Accumulated 
Deferred Income Taxes to be consistent with Internal Revenue Sections (“IRS”) 167 and 
168 and the Treasury Regulations related to those IRS sections. 

 
Staff does not accept the inclusion of a definition for “Accumulated Deferred 

Income Taxes” as suggested by Ameren Illinois and Peoples Gas.  It is not necessary 
for a Commission rule to state that the amount representing “Accumulated Deferred 
Income Taxes” should be consistent with the rules and regulations of the IRS. Since all 
utilities should continuously comply with all IRS rules and regulations, the proposed 
definition is unnecessary. 

 
Ameren Illinois’ and Peoples Gas’ proposal should not be accepted. 

 
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 there is no 
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disagreement between Staff and the intervenors concerning the proper way to calculate 
ADIT and the governing IRS requirements. 
 

2. Definition of “Depreciation Expense” 
 
AMEREN 
 

Ameren Illinois proposes some clarifying language to the definition of 
“Depreciation Expense”. (AIC Initial Comments, 3)  Ameren Illinois proposes to add two 
phrases to the definition of Depreciation Expense. The additional language is underlined 
below. 

"Depreciation expense" shall be calculated by applying the utility's 
approved depreciation rates, including removal and salvage, to the 
end-of-month QIP balance, for each category of QIP identified in 
Section 556.40(a)(1)-(7). The resulting depreciation expense for 
QIP shall be reduced by the depreciation included in the utility's 
base rates on any plant retired in conjunction with the installation of 
the qualifying infrastructure plant using a method defined in each 
utility’s tariffs filed under this part. [220 ILCS 5/9-220.3(b)] 

 
STAFF 
 

Staff accepts the addition of the language “identified in Section 556.40(a)(1)-(7)” 
in the first sentence.   
 Staff does not accept the addition of the language “using a method defined in 
each utility’s tariffs filed under this Part” in the last sentence.  The insertion of the 
language “…using a method defined in each utility’s tariffs filed under this Part” is 
unnecessary and could lead to contested QIP tariff filing proceedings.  The depreciation 
method applied to QIP should be the same depreciation method applied to other plant 
additions of the Company.  If the QIP tariff proposed by a utility provides for the 
calculation of depreciation that is different than non-QIP plant additions then that could 
lead to unnecessary litigation in the tariff filing proceedings as to whether the 
depreciation rates proposed by the Company are reasonable and why the rates are 
different than non QIP plant additions. 
 
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.  
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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 
 

The Commission agrees with Staff and will include the first part of the proposal 
and will include “identified in Section 556.40(a)(1)-(7)” in the first sentence.  The second 
proposal by Ameren will not be included in the rules in this proceeding. 
 

3. 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. 

 
STAFF 

Staff accepts Ameren Illinois’ clarifying language.   
 

Commission Analysis and Conclusion 
 

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. 
 

4. Definition of “Difficult to locate service pipe” 
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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 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. 
 

5. Definition of “Qualifying Infrastructure Investment” 
 
NICOR 
 

Nicor Gas is uniquely situated under Section 9-220.3 in light of the Commission’s 
Final Order in Docket No. 11-0046.  In particular, Section 9-220.3(a)(5) provides that 
Nicor Gas may reflect in a QIP surcharge “only those projects placed in service after the 
fixed rate period of the merger agreement has expired by its terms.”  220 ILCS 5/9-
220.3(a)(5).  The reorganization approved in Docket No. 11-0046 closed on December 
9, 2011, thereby fixing Nicor Gas’ base rates until December 9, 2014 under the terms of 
the Final Order in that proceeding.  

 
Even though Nicor Gas may not place any QIP in service until after December 9, 

2014, Nicor Gas may well incur costs related to QIP before that date given the very 
nature of the projects described in Section 556.40 of the QIP Rule.  Although it is Nicor 
Gas’ understanding that those costs are eligible for recovery under the QIP Rule, it 
seeks further certainty in this regard.  In particular, Nicor Gas proposes to clarify the 
definition of “Qualifying infrastructure investment” as set forth below:    

 
"Qualifying infrastructure investment" means QIP and "costs 

associated with investments in qualifying infrastructure plant". It includes 
costs or expenses incurred in connection with QIP prior to the time such 
QIP is placed in service.  It shall not include costs or expenses incurred in 
the ordinary course of business for the ongoing or routine operations of 
the utility, including, but not limited to:(1) operating and maintenance 
costs; and (2) costs of facilities that are revenue-producing, which means 
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facilities that are constructed or installed for the purpose of serving new 
customers. 

 
STAFF 
 

According to Staff, the proposed language of Nicor adds ambiguity as to what is 
included in qualifying infrastructure investment.  The definition of “Costs associated with 
investments in qualifying infrastructure plan” states that it: 

 
shall include a return on qualifying infrastructure plant and recovery of 
depreciation and amortization expense on qualifying infrastructure plant, 
net of the depreciation included in the utility’s base rates on any plant 
retired in conjunction with the installation of the qualifying infrastructure 
plant. 

 
Since those costs include”a return on qualifying infrastructure plant and the recovery of 
depreciation and amortization expense on qualifying infrastructure plant, net of 
depreciation included in the utility’s base rates on any plant retired in conjunction with 
the installation of the qualifying infrastructure plant,” the insertion of Nicor’s language 
implies that there are other additional costs that are to be considered as qualifying 
infrastructure plant. To avoid creating ambiguity as to what costs are included in 
qualifying infrastructure plant, Nicor Gas’s proposal should be rejected. 
 

Finally, while the proposed language adds ambiguity as to what is included in 
qualifying infrastructure investment, to the extent that Nicor Gas is arguing that if Nicor 
Gas incurs costs during the time its rates have been fixed (moratorium) pursuant to the 
Commission’s order in Docket No. 11-0046, for projects placed into service after the 
moratorium is over, Nicor Gas can recover those costs through the rider since they 
make up the cost of projects placed into service after the moratorium has expired, then 
Staff agrees that is permitted by Section 9-220.3. 

 
Despite that agreement, Staff does not accept Nicor Gas’s proposed additional 

language. 
 
AG 
 
 The AG is against Nicor’s requests that the language defining recoverable QIP 
investment costs in Section 556.10 be amended. According to the AG, the proposed 
new language is superfluous and should be rejected. “Costs associated with 
investments in qualifying infrastructure plant” are already defined in the definitions 
section  (556.10), and Nicor’s proposed language may introduce inconsistencies into 
the Commission’s treatment of QIP costs, particularly as it relates to Nicor’s rate freeze. 
The better approach is to apply the rules and definitions in the current emergency rule 
to all utilities and not introduce an additional definition of QIP costs in the section 
defining “qualified infrastructure investment.” 
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Commission Analysis and Conclusion 
 

The Commission agrees with Staff and rejects the additional language as 
proposed by Nicor. 

 
6. Definition of “Reconciliation Year” 

PEOPLES 
 

The basic premise of reconciliation, in the QIP tariff as with any cost recovery 
tariff, is to reconcile costs for a period with revenue collected (billed) for costs for that 
same period.  For QIP, the cost period is a calendar year.  Peoples Gas proposes 
language to match the revenue period with that cost period.  Peoples Gas plans for its 
tariff to provide for monthly filings, which is permissible under the rules.  Because, 
among other criteria, QIP must be plant in service before costs are included in the S%, 
billing of QIP will necessarily lag when the plant goes into service.  This differs from 
some cost recovery riders (e.g., purchased gas costs riders under Section 9-220 of the 
Act) that use estimated or forecast costs in their calculation.   

 
For cost recovery mechanisms using forecast data, cost incurrence and cost 

recovery are relatively contemporaneous.  For example, the Gas Charge that Peoples 
Gas includes on customer bills in September 2013 is based on estimated gas costs for 
the “base period.”  83 Ill. Admin. Code §525.60(b) (description of factor G).  The “base 
period” is “the effective month or the remaining months in the reconciliation year which 
includes the effective month.”  83 Ill. Admin. Code §525.20.  In contrast and as detailed 
below, the QIP calculation will produce a lag between when costs are eligible for 
recovery through QIP and when bills will include recovery.  The lag, per se, does not 
concern Peoples Gas.  The lag does not mean that costs in the filing month were under- 
or over-stated because of a forecast error; the costs are actual plant in service costs, so 
Peoples Gas is not seeking to remedy the month-to-month lag.  However, a product of 
the lag is a mismatch between the “cost month” (i.e., the month QIP goes into service) 
and the “revenue month” (i.e., the month the cost recovery appears on bills).1  That 
mismatch will unnecessarily complicate the annual reconciliation.  Fortunately, an easy 
solution exists – eliminate the mismatch by matching the reconciliation period cost 
months (calendar year) with the associated revenue months (March through February).   

     
For a utility making monthly filings, 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% that is on customer bills.  
While the proposed Permanent Rules’ reconciliation period will not lead to inaccurate 
results, Peoples Gas’ proposal will improve accuracy and enhance efficiency in the 
calculation and the regulatory review process. 

 

1  “Cost month” and “revenue month” are not terms in the rules, nor does Peoples Gas propose including 
them.  Peoples Gas uses them as a shorthand way to describe the issue. 

8 

                                            



13-0458 

For example, if $X of QIP goes into service in November 2015, Peoples Gas will 
include that $X in its December 2015 surcharge filing to set the S% that is effective 
January 1, 2016.  Similarly, it will include the December 2015 QIP in a January 2016 
filing that is effective February 1, 2016.  Significantly, the November 2015 and 
December 2015 bills will include none of the November and December 2015 QIP costs 
and, therefore, no QIP costs for those months will be billed in the 2015 calendar year.  
Thus, a reconciliation of calendar year 2015 QIP costs should be paired with March 
2015 through February 2016 revenue.  If the reconciliation of 2015 costs is paired with 
calendar year 2015 revenue, then the reconciliation will not actually reconcile 2015 
costs with associated revenues but will reconcile 2015 costs with two months of 2014 
cost-related revenues (the November 2014 and December 2014 costs that were 
included on January 2015 and February 2015 bills) and ten months of 2015 cost-related 
revenues (January 2015 through October 2015 costs that were included on March 2015 
through December 2015 bills).  To illustrate, with Peoples Gas’ proposed matching 
shaded: 
 

Plant (QIP Costs) In 
Service 

Filing Month Billing (Revenue) 
Month 

Nov 2014 Dec 2014 Jan 2015 
Dec 2014 Jan 2015 Feb 2015 
Jan 2015 Feb 2015 Mar 2015 
Feb 2015 Mar 2015 Apr 2015 
Mar 2015 Apr 2015 May 2015 
Apr 2015 May 2015 Jun 2015 
May 2015 Jun 2015 Jul 2015 
Jun 2015 Jul 2015 Aug 2015 
Jul 2015 Aug 2015 Sep 2015 
Aug 2015 Sep 2015 Oct 2015 
Sep 2015 Oct 2015 Nov 2015 
Oct 2015 Nov 2015 Dec 2015 
Nov 2015 Dec 2015 Jan 2016 
Dec 2015 Jan 2016 Feb 2016 
Jan 2016 Feb 2016 Mar 2016 
Feb 2016 Mar 2016 Apr 2016 
 

Peoples Gas’ proposal is consistent with the statutory requirement of a calendar 
year reconciliation, best matches costs and revenues, and produces a more accurate R 
factor because costs from November and December are not included in both the R 
factor and the January and February S%, only to be adjusted in the following year’s 
reconciliation.  Peoples Gas notes that a similar matching issue with its decoupling 
mechanism was resolved through such a reconciliation process, and that solution 
improved accuracy and the efficiency of the utility’s reconciliation preparation and the 
Staff’s review.2 

2  While the decoupling mechanism is not a cost recovery rider, the reconciliation concept is relevant.  
The Peoples Gas Light and Coke Company, Docket No. 09-0124 (Order, Feb. 10, 2010).  
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Peoples Gas proposes the language changes shown in Sections 556.10 and 
556.100(d)(2) on Attachment A to address its comments. 
 
STAFF 

Staff cannot accept the proposed language change of Peoples for the following 
reasons: 1) it is contrary to the statutory language in Section 9-220.3; 2) the proposal 
would complicate not simplify the annual reconciliation process, and 3) the proposal 
introduces a mechanism that is contrary to all other similar automatic reconciliation 
mechanisms operating in Illinois with the exception of Peoples Gas’ Rider VBA which is 
unique by itself. 

 
Staff’s position is that the proposal by Peoples Gas to deviate from a  

reconciliation of calendar year costs with calendar year revenues, to a reconciliation of 
calendar year costs with March through February revenues, (“hybrid year”) (Id.  at 5) is 
inconsistent with the law.  The issue is the construction of Section 9-220.3.  When 
interpreting a statute, the primary objective is to ascertain and give effect to the intent of 
the legislature. Metro Utility Co. v. Illinois Commerce Commission, 262 Ill.App.3d 
266,274 (1994). The best indication of what the legislature intended is the statutory 
language itself. Metro Utility Co. v. Illinois Commerce Commission, 262 Ill.App.3d 266, 
274 (1994)  Clear and unambiguous terms are to be given their plain and ordinary 
meaning (West Suburban Bank v. Attorneys Title Insurance Fund, Inc., 326 Ill.App.3d 
502, 507 (2001)) and where statutory provisions are clear and unambiguous, the plain 
language as written must be given effect, without reading into it exceptions, limitations, 
or conditions the legislature did not express. Davis v. Toshiba Machine Co., 186 Ill.2d 
181, 184-185 (1999). 

 
Several sections within Section 9-220.3 clearly contemplate a reconciliation of a 

“calendar year” costs and revenues, not a reconciliation of calendar year costs to a 
“hybrid year” of revenues as proposed by Peoples Gas.  Section 9-220.3(d)(3) states in 
part: 

… A natural gas utility can recover the costs of qualifying infrastructure 
investments through an approved surcharge tariff from the beginning of 
the calendar year subject to the reconciliation initiated under 
paragraph (2) of subsection (e) of this Section, during which the 
Commission may make adjustments to ensure that the limits defined in 
this paragraph are not exceeded. 

220 ILCS 5/9-220.3(d)(3) (emphasis added) 

Section 9-220.3(e)(2) states: 
For each calendar year in which a surcharge tariff is in effect, the 
natural gas utility shall file a petition with the Commission to initiate 
hearings to reconcile amounts billed under each surcharge authorized 
pursuant to this Section with the actual prudently incurred costs 
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recoverable under this tariff in the preceding year. The petition filed by 
the natural gas utility shall include testimony and schedules that support 
the accuracy and the prudence of the qualifying infrastructure investment 
for the calendar year being reconciled. The petition filed shall also 
include the number of jobs attributable to the natural gas surcharge tariff 
as required by rule. The review of the utility’s investment shall include 
identification and review of all plant that was ranked within the highest risk 
categories in that utility’s most recent Distribution Integrity Management 
Plan. 
 

(220 ILCS 5/9-220.3.(e)(2) (emphasis added)  Section 9-220.3 clearly requires the 
reconciliation to be that of a calendar year.  There is no language in that section 
providing for a reconciliation of calendar year of costs with a hybrid years’ worth of 
revenues as Peoples Gas proposes. 
 

In addition Section 9-220.3(g) requires that: 
…cumulative amount of increases billed under the surcharge, since the 
utility’s most recent delivery service rate order, shall not exceed an annual 
average 4% of the utility’s delivery base rate revenues, but shall not 
exceed 5.5% in any given year.” (emphasis added) 

If People’s recommendation were to be adopted, which it should not, the calculation 
called for by Section 9-220.3(g) could not rely on the twelve months of revenues 
provided in the annual reconciliations.  In order to verify that the increases billed under 
this surcharge had not exceeded 5.5% in any given year, the Commission would have 
to analyze a different twelve months of revenues than what was used in the 
reconciliation.  That would be is inconsistent with the intent of the legislature. 
 

Contrary to Peoples Gas’ claim, Peoples Gas’ proposal would complicate the 
reconciliation process. (Peoples Gas Initial Comments, p. 5)  The Commission would be 
unable to rely on the annual revenues reported in the audited financial statements to 
verify the determination of QIP Revenues set forth in each reconciliation.  Financial 
information on revenues is provided in Form 21 ILCC only on an annual basis; monthly 
information is not provided.  Additional resources would need to be expended to 
determine that the correct revenues from the last ten months of one calendar year and 
first two months of the next calendar year were being used to determine the QIP 
Revenues.  In addition, the reconciliation process would be delayed to obtain revenue 
data billed in the subsequent calendar year that has not yet been subject to an annual 
financial audit or periodic internal reviews. 

 
The reconciliation process is further complicated by not being able to rely on the 

twelve months of revenues provided in each annual reconciliation to verify that the 
increases billed under this surcharge had not exceeded 5.5% in any given year.  The 
revenue information needed for this evaluation would be the information for the twelve 
months of the “calendar year”, not the “hybrid year” proposed by Peoples. 
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Finally, the proposal by Peoples Gas introduces a mechanism that is inconsistent 
with all other automatic reconciliation mechanisms operating in Illinois except Rider VBA 
with Peoples.  While Peoples Gas points to Rider VBA to support its proposal (Peoples 
Gas Initial Comments, 6) Rider VBA itself is not comparable to the QIP Rider because 
Rider VBA only reconciles revenues.  Rider QIP like all other riders will reconcile actual 
costs recorded to revenues billed.  All of those other riders reconcile on a calendar year 
basis.  Given all of the above the Commission should reject Peoples Gas’ proposal. 

 
Staff does not accept Peoples Gas’ language. 
 

Commission Analysis and Conclusion 
 

The Commission agrees with Staff and rejects Peoples Gas’ proposal to change 
the language in this section. 
 

B. Section 556.20 Applicability 

No party proposed changes to this section. 
 

C. Section 556.30 Terms and Conditions 

NICOR 
 

Nicor Gas proposes changes to this section.  The changes proposed by Nicor 
Gas consist of striking the word “percentage” and are derivative of Nicor Gas’s 
proposed new section 556.61.  Nicor Gas discusses the changes in Nicor Gas’ 
comments in relation to the proposed new section 556.61. (Nicor Gas Initial Comments, 
3) 
STAFF 

Staff’s response addressing proposed new section 556.61 is set forth below.  
Consistent with Staff not accepting Nicor Gas’ proposed new section, 556.61, the 
derivative language changes to this section are not accepted by Staff. 
 
Commission Analysis and Conclusion 
 

The proposed change as proposed by Nicor is not accepted by the Commission 
under this section. 
 

D. Section 556.40 Qualifying Infrastructure, or QIP 

No party proposed changes to this section. 
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E. Section 556.50 Recoverable Costs- Return on QIP 

No party proposed changes to this section. 
 

F. Section 556.60 Determination of the QIP Surcharge Percentage 
 

AMEREN 
 

  Ameren Illinois recommends QIP Rule Section 556.60 be amended as follows: 
 NetQIP = Actual cost of QIP less accumulated depreciation and 

any Accumulated Deferred Incomes Tax liabilities net 
of deferred tax assets resulting from the additional 
QIP. 

 
 Ameren Illinois offers the amended language to reflect the definition of 
"Accumulated Deferred Income Taxes" proposed by the Company in Section 556.10 
and in order to reflect the tax treatment required by the Internal Revenue Service. 
 

PEOPLES 

Peoples Gas proposes the following changes to this section: 
 

NetQIP = Actual cost of QIP less accumulated 
depreciation and any accumulated deferred 
income tax liabilities net of deferred tax 
assets resulting from the additional QIP es. 

(Peoples Gas Initial Comments, Attachment A)   
 
STAFF 

1. Response to Ameren Illinois 

Ameren Illinois proposed the following language changes to Section 556.60 
indicated by underline and strike through as set forth below. 

 
NetQIP = Actual cost of QIP less accumulated 

depreciation and any Aaccumulated 
Ddeferred income Ttaxes liabilities net of 
deferred tax assets resulting from the 
additional QIP. 
 

(AIC Initial Comments, 4-5) 
 
 Staff agrees with some of the language changes but not all.  The following 
language changes: “Aaccumulated Ddeferred income Ttaxes” are derivative of Ameren 
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Illinois’ proposal to define the term Accumulated Deferred Income Tax which Staff does 
not accept.  Accordingly Staff does not support those limited changes. 
 
 Staff does agree with the proposed language changes “liabilities net of deferred 
tax assets resulting from the additional QIP.” 

 
 Based upon the above, Staff would accept the following language changes to this 
section: 

NetQIP = Actual cost of QIP less accumulated 
depreciation and any accumulated deferred 
income taxes liabilities net of deferred tax 
assets resulting from the additional QIP. 

 
The changes that are acceptable to Staff are the same language changes 

proposed by Peoples Gas and discussed below. 
 

2. Response to Peoples Gas 

Staff does not oppose Peoples Gas’s proposed language changes, as they are 
the same as some of the Ameren Illinois language changes set forth above which Staff 
accepts.  While both Ameren Illinois and Peoples Gas proposed a new definition, 
Accumulated Deferred Income taxes, Peoples Gas did not propose a derivate language 
change to the phrase “accumulated deferred income tax liabilities”. Staff accepts 
Peoples Gas’ language.   
 
NICOR 
 

Nicor Gas supports the language changes to this section proposed by Peoples 
Gas and Ameren Illinois in order to reflect the inclusion of ADIT in the QIP Rule’s 
calculations. 
 
Commission Analysis and Conclusion 
 

The Commission accepts the proposed changes submitted by Peoples and the 
language will be included in this section. 
 
G. Section 556.61 Determination of QIP Surcharge Rate [New Section 

proposed by Nicor Gas] 
 
NICOR 

 
The QIP Rule provides for cost recovery through application of a QIP surcharge 

percentage to the charges billed to customers (“QIP Surcharge Percentage”).  See, e.g., 
83 Ill. Adm. Code § 556.60.  Although Nicor Gas does not oppose this cost recovery 
mechanism, Nicor Gas submits that the QIP Rule should include an alternative cost 
recovery mechanism.  In particular, Nicor Gas proposes that the QIP Rule include a 
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streamlined QIP surcharge customer charge calculation (“QIP Surcharge Rate”) in 
addition to the QIP Surcharge Percentage.  Under Nicor Gas’ proposal, utilities subject 
to the QIP Rule would have the option to select either cost recovery mechanism.  Nicor 
Gas submits that use of the QIP Surcharge Rate will offer benefits such as greater 
administrative efficiency and familiarity for customers who already see similar per 
customer per month charges relating to other utility tariffs. 

 
Accordingly, Nicor Gas offers a new section – Section 556.61 Determination of 

the QIP Surcharge Rate – as reflected in Appendix A hereto.  Nicor Gas also offers 
conforming changes in Section 556.10 Definitions and throughout the QIP Rule to 
reflect the fact that a utility may choose to recover costs through either a percentage or 
per customer per month charge. 

 
Nicor Gas reiterates that there are numerous benefits to the inclusion of an 

alternative customer charge mechanism for recovery of the QIP surcharge.  For 
example, the surcharge itself stems from plant projects and, therefore, the use of the 
QIP Surcharge Rate – a fixed charge – more closely aligns with ratemaking principles.  
In addition, customer benefits to be gained with use of the QIP Surcharge Rate include 
familiarity for customers who already see similar per customer per month charges 
relating to other utility tariffs, as well as even distribution of the QIP Surcharge Rate 
among all customers within each class.  Finally, the QIP Surcharge Rate will provide 
greater administrative efficiency.   

 
For these reasons, and those set forth in its Initial Comments, Nicor Gas 

continues to advocate for inclusion of the QIP Surcharge Rate as an alternative cost 
recovery mechanism.  However, since the time Initial Comments were filed, it has come 
to Nicor Gas’ attention that a few modifications should be made to the formula for the 
proposed QIP Surcharge Rate.  More specifically, the formula as proposed by Nicor 
Gas in its Initial Comments only will work if the utility files an annual surcharge.  Thus, 
Nicor Gas’ originally proposed formula should be modified as reflected in the highlighted 
language below to allow for the circumstance in which the utility determines to update 
the surcharge periodically throughout the year, whether monthly or quarterly: 

 

QSR = 
[(NetQIP x PTR x NBP/12) + (NetDep x NBP/12) + R + (O 
+ INT)/NBOo] x C%  / NBP 

FNC 
 

These highlighted changes, and those to certain factors comprising the formula, also 
are reflected in the same formula appearing in Nicor Gas’ Appendix A to these Reply 
Comments.  
 
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 
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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.    
 
STAFF 

Staff does not accept Nicor Gas’ proposed language for this new section.  Nicor 
Gas proposes that the QIP Rule through new Section 556.61 include an alternative 
streamlined QIP surcharge rate as a per customer charge (“QIP Surcharge Rate”) in 
addition to the QIP Surcharge Percentage. (Nicor Gas Initial Comments, 3)  Under Nicor 
Gas’ proposal, utilities subject to the QIP Rule would have the option to select either 
cost recovery mechanism.  The proposal to allow an alternative QIP Surcharge Rate 
should be rejected because it is inconsistent with the way these costs are reflected in 
rates.  The proposed rule which uses a QIP Surcharge Percentage produces a result 
that is more consistent with the rate design of a company’s current rates than a QIP 
Surcharge Rate and is consistent with the Administrative Rule for water and sewer QIP 
riders, 83 Ill. Adm. Code 656.  

 
Recovering QIP costs through a per customer charge in between rate cases as 

proposed by Nicor Gas would be inconsistent with the way such costs are recovered in 
rate cases. Nicor Gas’ proposal is the equivalent of 100% fixed-cost recovery through a 
Straight Fixed Variable (“SFV”) rate design.  In an SFV rate design, the Commission 
has routinely limited Illinois utilities to no more than 80% fixed cost recovery through the 
customer charge.  The Commission has previously expressed concern that a utility 
could over-recover its revenue requirement if too many fixed costs are recovered 
through the monthly customer charges and that concern remains valid in this 
proceeding. Ameren Illinois Company, ICC Order Docket Nos. 07-0585 et al. (Cons.), 
236-237 (Sept. 24, 2008). 

 
Using a QIP Surcharge Percentage produces a result that is more consistent with 

the rate design of a company’s current rates. The QIP Surcharge Percentage is applied 
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to the charges billed to each customer that represent base rate revenues. Because it is 
applied in this way on a percentage basis, the amounts recovered through the QIP 
Surcharge Percentage are derived in relation to the underlying base rates.  

 
Using a QIP Surcharge Percentage is consistent with the Administrative Rule for 

water and sewer QIP riders, 83 Ill. Adm. Code 656 (“Part 656”). Part 656 uses a QIP 
Surcharge Percentage and has no provision for an alternative QIP Surcharge Rate that 
would be applied on a per customer basis. Thus, it is not unreasonable for the QIP 
Surcharge for gas utilities to recover cost through a QIP Surcharge Percentage only.  

 
For these reasons, the Commission should reject Nicor Gas’ proposal to permit 

recovery of QIP costs through an alternative QIP Surcharge Rate on a per customer 
charge basis.  
 
AG 
 

The AG opposes Nicor requests a second “cost recovery mechanism” to collect 
QIP charges through a per-customer fee. Recovering QIP charges through a 
percentage surcharge applicable to base rate revenues, as provided in Section 556.60, 
is a more equitable way to recover these system-wide costs in that the costs are 
collected in relation to the customer’s use of the system. A per-customer charge has 
significant class cost allocation implications that have not been vetted. The differential 
effect on customers resulting from collecting this charge on a per customer basis as 
opposed to collecting it as a percentage of base rate revenues has not been assessed. 
Allowing the utility to select which cost recovery approach it prefers in its tariff filing will 
raise substantial questions and complicate the tariff approval process. The People 
request that the Commission retain the percentage-of-base-rate-revenues approach in 
the emergency rule. Collecting the QIP charge on a per-customer basis may result in 
relatively large rate increases for some customers. Since 2007 the customer charges for 
Peoples Gas and North Shore Gas have increased by close to 200% to $26.87 and 
$24.23 respectively, and Ameren is currently requesting customer charges of close to 
$25.00. See Docket 13-0192, AG Exhibit 3.0 at 20. For low-use customers, these 
increases in the customer charges represent the major portion of their bill, which they 
have no power to affect through conservation or energy efficiency efforts. Further 
increases in the fixed customer charges should only be considered in conjunction with 
an overall review of delivery service rate design. The People request that the 
Commission retain the percentage-of-base-rate-revenues approach in the emergency 
rule. 
 
Commission Analysis and Conclusion 
 

The Commission rejects Nicor Gas’ proposed language to permit recovery of QIP 
costs through an alternative QIP Surcharge Rate on a per customer charge basis.  
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H. Section 556.70 Application for QIP Surcharge Tariff 

No party proposed changes to this section. 
I. Section 556.80 Approval of Withdrawal of QIP Surcharge Tariff 

No party proposed changes to this section. 
 

J. Section 556.90 Information Sheet Filings to Amend QIP Surcharge 
 

NICOR 
 
Nicor Gas proposes changes to this section.  The changes proposed by Nicor 

Gas consist of striking the word “percentage” and are derivative of Nicor Gas’s 
proposed new section 556.61.  Nicor Gas discusses the changes in Nicor Gas’ 
comments in relation to the proposed new section 556.61. (Nicor Gas Initial Comments, 
3) 
 
STAFF 

 
Peoples Gas and Nicor Gas proposed changes to this section. 

 
1. Response to Nicor Gas 

Staff’s response addressing proposed new section 556.61 is set forth above.  
Consistent with Staff not accepting Nicor Gas’ proposed new section, 556.61, the 
derivative language changes to this section are not accepted by Staff. 
 

2. Response to Peoples Gas 

Peoples Gas proposed the following language changes to Section 556.90 
indicated by underline and strike through as set forth below. 
 

c) A utility shall submit with each information sheet the following 
documentation: 

 
1) A calculation of the QIP surcharge percentage, PTR, and 

GRCF; 
 

2) A detailed schedule providing the following information for 
each completed QIP-eligible project whose cost has been 
transferred to utility plant with the closing of the QIP eligible 
project's work order: 

 
Staff accepts Peoples Gas’ proposed language for this section.   
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PEOPLES 
 

Section 556.90(c)(2) describes the documentation that the utility will file in 
support of its periodic information sheet filings.  Peoples Gas comments only on the 
prefatory portion of this subsection because it could be construed as incorrectly defining 
what is “QIP-eligible.”  The section includes the words “QIP-eligible project whose cost 
has been transferred to utility plant with the closing of the QIP eligible project’s work 
order.”  Peoples Gas has two concerns.  First, while placing plant in service is a 
necessary condition of QIP eligibility, it is not sufficient.  For example, other conditions 
are that QIP must not be in existing rate base or be plant constructed for the purpose of 
serving new customers.  Also, the other language in the rule, closing a work order, is 
not determinative of whether plant is “QIP-eligible.”  Second and related to the last 
point, a work order is a utility-defined concept.  Conceivably a project may have multiple 
incremental steps, each in a discrete work order, such that a work order closes before 
the plant is in service.  Alternatively, the work order may be expansive and plant could 
be in service and QIP-eligible while the work order remains open (e.g., to complete 
restoration work).  QIP eligibility is clearly defined in Section 9-220.3 and elsewhere in 
the rules; the words “whose cost has been transferred to utility plant with the closing of 
the QIP eligible project’s work order” are superfluous. 
 
Commission Analysis and Conclusion 
 

The Commission accepts the proposed changes of Peoples Gas for this section 
and reject the changes proposed by Nicor Gas. 

 
K. Section 556.100 Annual Reconciliation 
 
AMEREN 
 

1. Ameren Illinois recommends QIP Rule Section 556.100 be amended as 
follows: 

a) A utility that has a QIP surcharge in effect shall file with the 
Commission an annual petition to initiate a reconciliation proceeding. The petition 
shall comply with the following provisions: 

* * * 
2) The petition filed shall also include the number of jobs 

attributable to the qualifying infrastructure investments whose costs are 
recovered through the QIP surcharge tariff. [220 ILCS 5/9-220.3(e)(2)] The 
utility shall describe in its petition how it determined the number of jobs. 

* * * 
c) The R component shall be calculated by using the following 

formula: 
* * * 

ActNetQIP =  The average actual cost of the investment in 
QIP for the reconciliation year net of the actual 
accumulated depreciation and any 
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Accumulated Deferred Income Tax 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. 

 
With respect to the first proposed revision, Ameren Illinois offers the proposed 

language, which is consistent with the definition of "qualifying infrastructure 
investments" offered in QIP Rule Section 556.10, in an effort to promote clarity around 
the job reporting reconciliation requirements found in Public Act 98-57.  Ameren Illinois 
reads the enabling legislation as to reflect an interest in determining the number of jobs 
related to QIP-related projects in the aggregate and not on an individual-project basis.   
With respect to the proposed revisions to the definition of ActNetQIP, Ameren Illinois 
offers the amended language to reflect the definition of "Accumulated Deferred Income 
Taxes" proposed by the Company in Section 556.10 and in order to reflect the tax 
treatment required. 
 
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) 
 
NICOR 
 

Nicor Gas proposes to modify Section 556.100(e) of the QIP Rule to clarify the 
effective date of the QIP surcharge tariff and the beginning of the reconciliation year, 
consistent with the statutory language.  In particular, Section 9-220.3(a)(3) of the Act 
states in pertinent part that “the tariff shall take effect on the first day of the calendar 
year in which the Commission issues the order….”  220 ILCS 5/9-220.3(a)(3).  Thus, 
Nicor Gas proposes the following revised language for Section 556.100(e) of the QIP 
Rule, which also is consistent with the language in Section 556.80(a) regarding 
approval of the QIP surcharge tariff: 

 
The first reconciliation year shall take effect on the first day of the calendar 
year in which the Commission issues an order approving the QIP 
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surcharge tariff begin on the effective date of the QIP surcharge tariff and 
shall end on December 31 of the same calendar year. Subsequent 
reconciliation years shall end on December 31.     

Nicor Gas also supports the language change to this section proposed by 
Ameren Illinois in order to reflect the inclusion of ADIT in the QIP Rule’s calculations. 
 
STAFF 

Ameren Illinois, Nicor Gas and Peoples Gas proposed changes to this section. 
 

Staff accepts the changes to (a) (2) as proposed by Ameren.  The second set of 
changes are to (c) the definition of “ActNetQip”  For the same reasons set forth above in 
Section 556.60, Staff does not accept all of Ameren Illinois’ changes to (c) ActNetQIP 
 

Staff accepts the changes to 556.100(e) as proposed by Nicor.   
 

Staff accepts the changes to (c) ActNetQIP as proposed by Peoples Gas.  
 
Commission Analysis and Conclusion 
 

The Commission accepts the changes proposed by Peoples Gas, Nicor and 
Ameren’s change to (a) (2). Consistent with the Commission’s decision to reject the 
need for a definition of “Accumulated Deferred Income Taxes”, the Commission rejects 
Ameren’s proposal to capitalize the term in the definition of ActNetQIP. The 
Commission accepts the remainder of the proposed changes submitted by Ameren 
in(c), which are consistent with the changes submitted by Peoples and approved herein. 
 

L. Section 556.110 Annual Internal Audit 

NICOR 
 

Nicor Gas proposes a change to this section.  The change proposed by Nicor 
Gas consist of striking the word “percentage” and are derivative of Nicor Gas’s 
proposed new section 556.61.  Nicor Gas discusses the changes in Nicor Gas’ 
comments in relation to the proposed new section 556.61. (Nicor Gas Initial Comments, 
3) 
 
STAFF 

Staff’s response addressing proposed new section 556.61 is set forth above.  
Consistent with Staff not accepting Nicor Gas’ proposed new section, 556.61, the 
derivative language changes to this section are not accepted by Staff. 
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Commission Analysis and Conclusion 
 

The language as proposed by Nicor in this section is rejected by the 
Commission. 
 

M. Section 556.120 Gas Utility Commitments 

No party proposed changes to this section. 
 

N. Section 556.130 Annual QIP Plan Update 

No party proposed changes to this section. 
 
IV. Finding and Ordering Paragraphs 

The Commission, having considered the entire record and being fully advised in 
the premises, is of the opinion and finds that: 

 
(1) the Commission has jurisdiction over the parties hereto and the subject 

matter herein; 
 
(2) the recitals of fact set forth in the prefatory portion of this order are 

supported by the record and are hereby adopted as findings of fact; 
 
(3) the proposed administrative rule of 83 Ill. Admin. Code 556, as reflected in 

the attached Appendix, should be submitted to the Joint Committee on 
Administrative Rules to begin the second notice period. 

 
IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 

proposed administrative rule of 83 Ill. Admin. Code 556, as reflected in the attached 
Appendix, be submitted to the Joint Committee on Administrative Rules, pursuant to 
Section 5-40(c) of the Illinois Administrative Procedure Act. 

 
IT IS FURTHER ORDERED that this order is not final and is not subject to the 
Administrative Review Law. 
 

By Order of the Commission this 23rd day of October, 2013.  
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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