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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 
North Shore Gas Company   :  
       : 12-0511 
Proposed general increase in natural gas : 
rates. (Tariffs filed on July 31, 2012)  : 
       : 
The Peoples Gas Light and Coke Company : 12-0512 
       : 
Proposed general increase in natural gas : Cons. 
rates. (Tariffs filed on July 31, 2012)  : 
 

PROPOSED ORDER ON REHEARING 

 

By the Commission: 

I. Introduction 

A. Background 

On July 31, 2012, North Shore Gas Company (“North Shore” or “NS”) filed with 
the Illinois Commerce Commission (“Commission”), pursuant to Section 9-201 of the 
Public Utilities Act (the “Act”) (220 ILCS 5/9-201), the following revised tariff sheets: ILL. 
C.C. No. 17, Title Sheet and ILL. C. C. No. 17, Sheet Nos. 6-11, 17, 27, 28, 58, 124, 
135.1.  This tariff filing embodied a proposed general increase in gas service rates, and 
revisions of other terms and conditions of service.  The tariff filing was accompanied by 
direct testimony, other exhibits, and other materials required under Parts 285 and 286 of 
Title 83 of the Illinois Administrative Code (the “Code”), 83 Ill. Adm. Code Parts 285 and 
286.   

On July 31, 2012, The Peoples Gas Light and Coke Company (“Peoples Gas” or 
“PGL”) filed with the Commission, pursuant to Section 9-201 of the Act, the following 
revised tariff sheets: ILL. CC. No. 28, Title Sheet and ILL. C. C. No. 28, Sheet Nos. 4-
10, 16, 18, 28, 29, 59, 130-140, 151.1.  This tariff filing embodied a proposed general 
increase in gas service rates and revisions of other terms and conditions of service.  
The tariff filing was accompanied by direct testimony, other exhibits, and other materials 
required under Parts 285 and 286 of the Code. 

On June 19, 2013, the Commission issued its Order in these consolidated 
proceedings dated June 18, 2013 (“June 18 Order”).  The June 18 Order approved in 
part the inclusion of the 2012 and 2013 Net Operating Losses (“NOLs”) of Peoples Gas 
and North Shore (together, the “Utilities”) in their respective rate bases.  On July 19, 
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2013, the Utilities filed their application for rehearing, which, in part, requested rehearing 
to correct mathematical errors relating to the Utilities’ 2012 and 2013 NOLs in the 
Appendices of the June 18 Order that also were reflected in the final figures in the body 
of the Order.  On July 19, 2013, the Illinois Attorney General (“AG”), and the Citizens 
Utility Board (“CUB”) and the City of Chicago (“City”) (together, “CUB-City”), filed 
applications for rehearing, which, in part, requested rehearing on the Commission 
decision to include the 2012 NOLs in the Utilities’ rate bases.  No other intervenor filed 
an Application for Rehearing. 

On August 6, 2013, while denying rehearing on all other issues raised in the 
various parties’ applications for rehearing, the Commission (1) granted the Utilities’ 
application for rehearing limited exclusively to the mathematical errors related to the 
2012 and 2013 NOLs; and (2) granted the AG and CUB-City applications for rehearing 
limited exclusively as to whether the 2012 NOLs should be reflected in the Utilities’ rate 
bases. 

B. Procedural History on Rehearing 

On August 22, 2013, with due notice having been given, the Administrative Law 
Judges (the “ALJs”) held a status hearing, at which time a schedule was adopted for the 
conduct of the rehearing.  The AG and CUB-City and all parties other than the Utilities 
waived the right to file direct testimony.  Another status hearing was held on 
September 17, 2013.  

On September 5, 2013, the Utilities filed the direct testimony on rehearing of 
Sharon Moy, Rate Case Consultant, Regulatory Affairs, Integrys Business Support, LLC 
(NS-PGL Exhibit (“Ex.”) 52.0) and John Hengtgen, Consultant, Hengtgen Consulting 
LLC (NS-PGL Ex. 53.0).   

On September 19, 2013, Staff filed the reply testimony of Dianna Hathhorn, 
Accountant, Accounting Department, Financial Analysis Division, Illinois Commerce 
Commission (Staff Ex. 26.0).  

On October 3, 2013, the Utilities filed the reply testimony of Sharon Moy (NS-
PGL Ex. 54.0). 

The above references to testimony are intended to include the attachments 
thereto, whether given separate exhibit numbers or not. 

No further pre-hearing testimony was filed by any party.  

Post-Hearing Briefs 

The evidentiary hearing was held October 10, 2013, at the offices of the 
Commission in Chicago, Illinois.  At the evidentiary hearings, appearances were entered 
by the Utilities, Staff, and the AG and CUB.  The testimony of Sharon Moy and John 
Hengtgen on behalf of the Utilities and the testimony of Dianna Hathhorn on behalf of 
Staff were admitted into the record.  Further, Staff Cross Exhibits on Rehearing 1 and 2 
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were admitted into the record.  All parties were given the opportunity to cross-examine 
witnesses.  On ____________, 2013, the ALJs marked the record “Heard and Taken”. 

Post-Hearing Briefs 

On October 23, 2013, the Utilities, Staff, the AG, and CUB-City, each filed Initial 
Briefs on Rehearing (“Init. Br.”). 

On October 30, 2013, the Utilities, ___________ and _______ each filed Reply 
Briefs on Rehearing (“Rep. Br.”).   

On October 30, 2013, per direction of the ALJs, the Utilities submitted a draft 
Proposed Order and ___________ submitted draft position statements. 

On November __, 2013, the ALJs issued their Proposed Order. 

On __________ __, 2013, Briefs on Exceptions (“BOE”) were filed by 
__________. 

On __________ __, 2013, Reply Briefs on Exceptions (“RBOE”) were filed by 
__________. 

This Order on Rehearing considers all of the positions and arguments set out in 
the exceptions briefs and reply briefs on exceptions listed above. 

II. NOLs 

A. Impact of NOLs on the Utilities’ Rate Base 

North Shore and Peoples Gas 

1. If 2012 NOLs Are Reflected in the Utilities’ Rate Bases 

The Utilities state that if the Commission reaffirms its June 18 Order decision to 
include the 2012 NOLs in the Utilities’ rate bases, as it should, based on the testimony 
filed by the Utilities and Staff in the original proceedings and on rehearing, the 
Commission should adopt the applicable figures in the schedules identified as Staff Ex. 
26.1, Appendices A and B, as they properly reflect the impacts of the 2012 and 2013 
NOLs.  The Utilities maintain that even though the Commission correctly concluded in 
its June 18 Order that the 2012 and 2013 NOLs should be reflected in the Utilities’ rate 
bases, which is consistent with the tax normalization rules, the Utilities are concerned 
that the incorrect schedules of the Order, especially if not corrected on rehearing, could 
be viewed as an inconsistent action under the tax normalization rules.  Under Treasury 
Regulation 1.167(1)(h)(6), the Utilities were required to notify the Internal Revenue 
Service (“IRS”) within 90 days of the issuance of the June 18 Order because the 
mathematical errors could be viewed as resulting in an order inconsistent with 
normalization.  The Utilities complied with this reporting requirement on September 19, 
2013.  Given the nature of the errors and assuming a Commission approval on 
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rehearing of the applicable figures in the schedules contained in Staff Ex. 26.1, the 
Utilities are hopeful the potential normalization issue will be resolved.  See Utilities IB on 
Rehg at 4. 

The Utilities recommend that the Commission reject Staff’s proposal that to avoid 
future inadvertent errors, “in future general rate cases, the Companies provide a full 
quantification of the impact of its position on all pending adjustments.”  The Utilities 
state that Staff’s proposal is unworkable.  The Utilities argue that through surrebuttal 
testimony in the original proceedings, discovery responses in the original proceedings 
and briefs, as well as their application for rehearing and their testimony and discovery 
responses on rehearing, the Utilities provided all of the information necessary to 
properly reflect the impacts of the 2012 and 2013 NOLs.  However, the Utilities note that 
Staff’s proposal that the Utilities provide full quantifications of the impact of its position 
on all pending adjustments, taken literally, is unworkable in the time constraints of 
testimony and the norm in Commission practice.  For example, for just one utility, if 
there were just five contested operating expense adjustments, their permutations could 
have 32 different possible combinations, meaning 32 different cash working capital 
figures.  The permutations would cascade far beyond anything feasible or useful.  
However, if the Commission were to adopt Staff’s proposal, the Utilities maintain that 
this new requirement should apply to all utilities and to Staff and intervenor adjustment 
proposals as well, because there is no reasonable or fair basis for distinguishing their 
proposals from the rationale of the Staff position.  The Utilities conclude that, in rate 
cases, they always provide highly detailed testimony and attachments, and they always 
answer hundreds of detailed data requests with numerous subparts.  The mathematical 
errors in the Appendices to the June 18 Order, which involve omitting to divide by two 
and subtracting from the wrong column, are no reason to create a new incredibly 
burdensome regime.  See Utilities IB on Rehg at 5.  

In response to Staff’s Reply Brief on Exceptions in the original proceedings, the 
Utilities first note that in their application for rehearing, the Utilities requested that an 
amendatory order be issued correcting the main errors in the June 18 Order’s 
appendices, namely the calculations: (1) for Peoples Gas and North Shore where 
calculations failed to divide one figure by two (dividing by two was required to reflect use 
of the average rate base method), and then (2) for Peoples Gas, where a calculation 
subtracted that incorrect figure from a number in the wrong column.  The Commission 
granted rehearing on the issue of the correct calculations.  The Utilities state that, 
having this opportunity on rehearing, it is important to reflect the resulting derivative and 
associated adjustments as well, although simply correcting the two above errors would 
eliminate the major errors.  See Utilities RB on Rehg at 5-6. 

Second, the Utilities continue to recommend that the Commission reject Staff’s 
proposal.  The Utilities note that the errors in Staff’s schedules in the original phase in 
this proceeding that are reflected in the Appendices to the June 18 Order and its body 
would have been cured if Staff made the same adjustments to the income statement as 
it did to rate base.  Furthermore, the schedules that Staff proposes that the Utilities 
prepare as part of surrebuttal testimony would hardly be useful to the Commission as 
they would reflect one party’s position on permutations and combinations of all 
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adjustments.  Finally, such a time intensive endeavor would occur when the Utilities 
have limited time to prepare rebuttal testimony and have just days to prepare surrebuttal 
testimony.  For example, in the original phase of these consolidated proceedings, the 
Utilities had just nine calendar days to prepare surrebuttal testimony.  See Utilities RB 
on Rehg at 6. 

2. If 2012 NOLs Are Not Reflected in the Utilities’ Rate Bases 

The Utilities argue that if the Commission determines to reverse its decision to 
include the 2012 NOLs in the Utilities’ rate bases, which would be against the evidence 
and reversible error, Staff has attached certain schedules to its testimony that remove 
the effects of the 2012 NOLs.  The Utilities note that they provided the information for 
these schedules to Staff based on an important assumption, namely, that the Utilities 
could not quantify any dollar impact resulting from a normalization violation because of 
the variables involved.  The actual timing/date that the Utilities would cease to qualify for 
accelerated depreciation is uncertain as it would be based upon the date the IRS deems 
the Commission first taking an inconsistent position with tax rules related to 
normalization.  Therefore, the Utilities state that they did not and do not have available 
the information needed to eliminate the effects of accelerated and bonus depreciation 
during the 2013 test year if applicable resulting from a Commission decision to not 
reflect the 2012 NOLs in the Utilities’ rate bases.  See Utilities IB on Rehg at 56-57.   

Other Parties 

[insert] 

Commission Analysis and Conclusion 

Because the Commission has found based on the record that the 2012 NOLs are 
properly reflected in rate base (see Section II.B. of this Order), we approve and attach 
to this Order on Rehearing Staff’s schedules identified as Staff Ex. 26.1, Appendices A 
and B.   

We at this time decline to adopt Staff’s proposal requiring the Utilities’ to provide 
a full quantification of the impact of its position on all pending adjustments.  We find that 
such a requirement would be burdensome to comply with and likely would in the end not 
be useful.  We encourage the Utilities, Staff and intervenors to work together to avoid 
such inadvertent mathematical errors as occurred here. 

B. 2012 NOLs 

North Shore and Peoples Gas 

The Utilities state that they are included in the consolidated United States income 
tax return filed by Integrys Energy Group, Inc. (“Integrys,” the ultimate parent company 
of the Utilities).  NS Ex. 5.1, Schedule G-5, p. 4; PGL Ex. 5.1, Schedule G-5, p. 4.  In 
their direct filings (including direct testimony attachments) that initiated these 
consolidated proceedings, the Utilities indicated that using their best estimates neither 
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2012 nor 2013 would result in a Net Operating Loss (“NOL”) for the Integrys companies 
on a consolidated basis, even though each of the Utilities may be in a NOL position on a 
standalone basis.  Id.  In fact under “Summary of Significant Assumptions/Items” in 
Schedule G-5, the Utilities state:   

There is currently no forecasted net operating loss (“NOL”) deferred 
income tax asset. This results from the assumption that while [the Utilities] 
may be generating taxable losses, the consolidated group is assumed to 
be able to use those losses. Under the Companies tax sharing agreement, 
[the Utilities] will be paid cash for the tax benefit of its loss, if any, 
generated on a standalone basis, and used to reduce consolidated tax 
obligations. [The Utilities] will therefore not have a deferred income tax 
asset for the NOL. This assumption will be monitored / updated at each 
step in the case. 

NS Ex. 5.1, Schedule G-5, p. 10; PGL Ex. 5.1, Schedule G-5, pp. 10-11.  As indicated in 
their Schedules G-5, the Utilities did evaluate at each step.  The Utilities also responded 
to discovery from Staff regarding the NOLs indicating in part: 

As of the point in time estimates were provided for this instant proceeding, 
the assumed facts and circumstances were that [the Utilities] would incur 
a NOL for 2012 on a stand-alone basis, but [Integrys consolidated group] 
would have been able to use the [Utilities] NOL to reduce current or prior 
tax obligations of the consolidated group. 

Staff Cross Exs. 12 and 13.  In those data request responses, the Utilities’ also provided 
estimates for what the deferred tax assets would have been for the 2012 NOLs had the 
consolidated group not have been able to absorb the losses.  Staff Cross Exs. 12 and 
13.  In other data request responses, the Utilities again confirm:  

The [Utilities] will look at the latest estimates of taxable income for the 
consolidated group.  For Peoples Gas and North Shore, amounts will be 
equal to the taxable income embedded in the [Utilities’] rebuttal testimony.  
If the consolidated group is in an NOL position under that measure, it will 
be prudent to introduce a deferred tax asset for the NOL. 

Staff Cross Exs. 14 and 15.  Further, in their next opportunity to file testimony, the 
Utilities noted in rebuttal testimony that deferred tax assets for 2012 were not needed 
due to the consolidated group’s income.  The Utilities add that in their rebuttal 
testimony, the Utilities explained that even though Peoples Gas was now in a NOL 
position for 2011 and 2012, no deferred tax asset existed for 2012 or 2013 because the 
consolidated group’s income was forecasted to absorb those losses.  NS-PGL Ex. 30.0 
Rev. at 27, 28.  See also Staff Cross Ex. 13.  The Utilities state that also in rebuttal 
testimony, the Utilities indicated what would need to happen should the Integrys 
consolidated group not be able to absorb the Utilities’ 2012 NOLs.  Specifically, the 
Utilities indicated: 
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Under accounting rules, the Utilities will establish deferred tax assets for 
their NOLs.  If an NOL arises, the Utilities request that the deferred tax 
asset to be established during 2012 and 2013 for the federal and state tax 
effect of the Utilities’ 2012 and 2013 NOLs be included in rate base for the 
purpose of computing the Utilities’ 2013 revenue requirement. 

NS-PGL Ex. 30.0 Rev. at 30.  After the filing of rebuttal testimony and before the filing of 
surrebuttal testimony, the Utilities state that the books for 2012 were closed and the 
year-end numbers resulted in the consolidated group being in a NOL position for 2012.  
NS-PGL Ex. 46.0 at 36.  As such, NOLs for 2012 should be included in the Utilities’ rate 
bases, because they cannot be absorbed.  NS-PGL Ex. 46.0 at 36.  Further, the Utilities 
add that Staff reviewed the Utilities’ assumptions and testimony and requested the 
Utilities to provide updates regarding the NOLs.  Staff Ex. 4.0 at 26; Staff Ex. 14.0 at 
23.0; Staff Cross Exs. 12-15.   

With respect to the AG, the Utilities note that the AG’s argument that the only 
evidence available to support the 2012 NOLs is one sentence in surrebuttal testimony 
ignores record evidence. The Utilities state that the AG addressed a number of tax 
issues in its direct and rebuttal testimony but opted not to address the evidence 
regarding the 2012 NOLs and the Utilities’ proposal should the Integrys consolidated 
group not be able to absorb the standalone 2012 NOLs.  The Utilities maintain that both 
the AG CUB-City had the opportunity to respond to and raise concerns about the 2012 
NOLs in testimony and did not.  The AG also had the opportunity to provide testimony 
on rehearing regarding the propriety of the standalone 2012 NOLs or the methodology 
chosen by the Utilities regarding the NOLs and it chose not to file testimony.  See 
Utilities IB on Rehg at 57-58.   

The Utilities argue that the AG and CUB-City positions are clearly results-driven.  
Much like the Integrys books closing allowing the Utilities to update the status of the 
2012 NOLs in January 2013, Staff and intervenors proposed a number of revenue 
requirement reducing adjustments in January 2013 based on actual data and new law.  
In supplemental rebuttal testimony filed on January 24, 2013 (a day before the Utilities’ 
surrebuttal testimony was filed), Staff used actual year-end 2012 data to update one of 
its adjustments reducing rate base.  Further, Staff, the AG, and CUB-City all proposed 
rate base and revenue requirement reducing adjustments to include the impacts of 2013 
bonus depreciation to reduce rate base, based on the enactment of the American 
Taxpayer Relief Act of 2012 (enacted January 2, 2013).  However, the only adjustment 
based on available actual data that AG and CUB-City contest is the inclusion of the 
2012 NOLs, which increases rate base.  The Utilities state that Commission should not 
arbitrarily reject an adjustment (that is based on unrebutted record evidence) because it 
increases rather than decreases a utility’s rate base.  See Utilities IB on Rehg at 93-94.  

With respect to CUB-City, their argument that the Utilities knew of and waited 
until surrebuttal testimony to reflect the 2012 NOLs in their rate bases misrepresents the 
record and also demonstrates a complete misunderstanding of how a consolidated 
entity, such as Integrys, claims an NOL of one of its members for tax purposes.  The 
Utilities explain that under their tax sharing agreement with Integrys, the Utilities would 
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be paid cash for the tax benefit of their losses, if any, that are used to reduce the 
consolidated group’s tax obligations.  NS Ex. 5.1, Schedule G-5, p. 10; PGL Ex. 5.1, 
Schedule G-5, p. 10-11.  To the extent that the Integrys consolidated group can absorb 
the NOLs of Peoples Gas and North Shore, no NOLs are needed to be reflected in rate 
base because they are not being used by the Utilities.  The Utilities state that this 
evidence is unrebutted.  The Utilities argue that CUB-City would have the Utilities 
include the effects of NOLs in rate base when information available at the time would 
indicate that the NOLs would be used by the consolidated group and thus paid in cash 
to the Utilities.  As such, the Utilities maintain that it would have been improper to reflect 
the NOLs in the Utilities’ rate bases at that point.  Furthermore, the Utilities add that it 
was not the Utilities’ decision to suddenly use the NOLs themselves in January 2013 as 
CUB-City claim, it was a function of the tax sharing agreement with Integrys and the 
closing of the Integrys books for the 2012 year, as the undisputed record evidence 
shows.  Finally, the Utilities state that CUB-City addressed a number of tax issues in 
direct and rebuttal testimony and opted not to address the evidence regarding the 2012 
NOLs.  CUB-City also had the opportunity to provide testimony on rehearing regarding 
the Utilities’ tax sharing agreement and the application of the standalone 2012 NOLs 
and they chose not to file testimony.  See Utilities IB on Rehg at 9.  

Finally, the Utilities state that failure to reflect known 2012 NOLs in the Utilities’ 
rate bases may cause a violation of the normalization rules.  The normalization rules for 
tax purposes address how a company must normalize the effect of accelerated 
depreciation.  NS-PGL Ex. 30.0 Rev. at 30.  By recording the effects of an NOL as a 
deferred tax asset, the tax benefit associated with accelerated depreciation is effectively 
eliminated until the time the loss is realized.  Id. at 33.  The result of violating this rule is 
severe to both the Utilities and their customers.  A violation would result in the Utilities 
not being able to claim the rate base-reducing impacts of accelerated and bonus 
depreciation.  Id.; Tr. 2/8/13 at 777.  The consequences of violating the normalization 
rules are unrebutted.   

The Utilities argue that while an NOL may increase rate base for a short period of 
time, the loss of the ability to claim accelerated depreciation affects the entire life of an 
asset.  This applies not only to existing assets, but to assets placed in service in the 
future.  Short-term thinking in this situation could have severe and significant long term 
harm to the Utilities’ customers.  The Utilities cited their 1991 rate cases (Docket Nos. 
91-0010 and 91-0586) where a Staff proposal would have violated the normalization 
rules (an IRS Private Letter Ruling (“PLR”) confirmed the violation).  The Utilities noted 
that had the Commission adopted the Staff adjustments in the 1991 Rate Cases 
resulting in a normalization violation and the Utilities losing the ability to claim 
accelerated depreciation, instead of deferred taxes growing for Peoples Gas and North 
Shore by over $280 million and $49 million respectively, the deferred taxes would have 
begun to reverse and balances would be substantially less than they were in the 1991 
Rate Cases.  Annual revenue requirement impacts that do not reflect the level of 
deferred income taxes in rate base could be well in excess of ten times the amount of 
the short-term impact of properly including the 2012 NOLs in the Utilities’ rate bases.  
See Utilities IB on Rehg at 14-15. 
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The Utilities note that in determining whether a violation occurred, the IRS will 
look to the Commission’s Order as to why it is improper for the Utilities to include the 
2012 NOL in rate base in surrebuttal when the Commission allowed the rate base-
reducing effects of 2013 bonus depreciation.  The Utilities add that once a normalization 
violation has occurred, it is not easily rectified.  The IRS may ask the Utilities to cure the 
violation by requiring a Commission Order that confirms the Commission’s commitment 
to normalization and that provides rate relief for the period beginning on the effective 
date of the Order.  The Utilities note, like an instance in the 1970s with three California 
utilities, the IRS may not provide an option to cure the violation.  In the case of those 
utilities, they regained their ability to claim accelerated depreciation only through an 
enactment of law and agreeing to various financial and administrative concessions.  
See Utilities IB on Rehg at 16.   

In response to the Initial Briefs on Rehearing filed by Staff, the AG, and CUB-
City, the Utilities state that the Staff and intervenor arguments are unsupported by the 
evidence and at times internally inconsistent.  Further, given opportunities to respond to 
the Utilities’ evidence in the original phase of these proceedings and then again on 
rehearing, the Utilities note that Staff, the AG, and CUB-City opted to provide no 
evidence challenging the existence of the 2012 NOLS and instead rely on arguments 
that misrepresent the evidentiary record and that are factually incorrect.  The Utilities 
maintain that the evidence demonstrates that the 2012 NOLs, which result from the 
extension of bonus deprecation through 2012 under the Tax Reform Act of 2010, and 
the inability of the Integrys group to absorb the NOLs, are supported by the evidence 
and are consistent with the Commission rules related to rate cases.  The Utilities add 
that the factual assumptions contained in the Schedules G-5, which are entitled 
“Summary of Significant Accounting Policies and Assumptions Used in the Forecast for 
the Year Ending December 31, 2013” were examined by an independent Certified 
Public Accountant, Deloitte and Touche LLP.  The examination was performed in 
accordance AICPA standards, including AICPA Audit and Accounting Guide: Guide for 
Prospective Financial Information dated March 1, 2009.  In the Utilities’ Schedule G-5, it 
was made clear that the status of those NOLs is dependent upon the Integrys 
consolidated group’s ability to absorb those losses.  The Utilities add that they applied 
the NOLs consistent with the Commission-approved tax sharing agreement.  See 
Utilities RB on Rehg at 12-13. 

Finally, the unrebutted evidence demonstrates that a Commission Order 
excluding the 2012 NOLs from the Utilities’ rates bases will likely result in a violation of 
the tax normalization rules harming not just the Utilities but their customers.  The 
Utilities state that, as with much of the evidence presented in the original proceedings in 
this matter, Staff and intervenors choose to ignore rather than rebut evidence.  Utilities 
witness John P. Stabile explained accelerated depreciation, the normalization rules, 
NOLs and how failure to reflect an known NOL in rate base would likely lead to a 
violation of the normalization rules.  NS-PGL Ex. 30.0 Rev. at 27-33.  Furthermore, the 
Utilities submitting a PLR that supposes the 2012 NOLs are not included in rate base 
when the Commission’s June 18 Order approved their inclusion in rate base would be 
premature.  Finally, there are a number of recent PLRs regarding normalization 
violations, including a ruling related to a Staff position taken in the Utilities’ 1991 rate 
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cases.  That PLR concludes that if the Commission adopted the Staff proposal, it would 
result in the Utilities violating the normalization rules.  As such, all these arguments 
must be rejected.  The Utilities note that it is uncontested that if an NOL does exist, it 
properly is included in rate base.  Thus, even if the Staff and intervenor attempts to 
cloud the normalization violation risk issue somehow were allowed to overcome the 
facts and law, the Utilities conclude that the 2012 NOLs still would belong in rate base.  
See Utilities RB on Rehg at 15-23. 

Other Parties 

[insert] 

Commission Analysis and Conclusion  

The Commission again finds that the 2012 NOLs are properly reflected in the 
Utilities’ rate bases.  The Commission finds that the Utilities appropriately set forth its 
assumptions when they filed their direct cases.  The Utilities clearly indicated that based 
on forecasts at the time, while Peoples Gas or North Shore may individually be 
generating losses, the consolidated group was forecasted to be able to absorb such 
losses.  The Commission also finds that through discovery and at their next opportunity 
to file testimony, i.e., their rebuttal testimony, the Utilities again updated the status of the 
NOLs, indicating again that they were forecasting that the consolidated group would be 
able to absorb the individual NOLs of Peoples Gas and North Shore.  Because at the 
time the Utilities filed direct and rebuttal testimony the Integrys consolidated group was 
forecasted to absorb the 2012 standalone NOLs, they were not available to the Utilities 
to include in their rate bases and thus, it would have been improper at either the direct 
stage or rebuttal stage to include the NOL as CUB-City argues. 

Having notified parties as to the status of the 2012 NOLs at the direct and the 
rebuttal testimony stages, the Commission finds that the Utilities notified Staff and 
intervenors as soon as possible regarding the change of status of the 2012 NOLs in 
surrebuttal testimony.  The Commission finds the Utilities’ actions reasonable.  Further, 
the Commission cannot approve on one hand adjustments based on actual data or new 
law, both only available in January 2013, that reduce the Utilities’ rate bases and reject 
on the other hand an adjustment based on actual data and supported by the record that 
increases the Utilities’ rate bases.  Such action would be arbitrary and not based on the 
record evidence.  

The Commission also finds that the AG and CUB-City in their direct and rebuttal 
testimony had the opportunity to challenge the Utilities’ assumptions or proposed course 
of action should the Integrys consolidated group not be able to absorb the 2012 
standalone NOLs.  They also had the opportunity to conduct cross-examination at the 
original evidentiary hearing.  However, they did not rebut that evidence in the original 
proceedings nor did they do so on rehearing when instead they waived filing direct 
testimony and chose not to file rebuttal testimony.  The Commission’s grant of rehearing 
to the AG and CUB-City on this issue gave them the opportunity to provide any 
additional or opposing relevant evidence.  They declined.  The Utilities acted in a timely 
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and proper manner.  Thus, the Commission finds the AG and CUB-City arguments 
unsupported by the record and thus, are rejected.   

III. FINDINGS AND ORDERING PARAGRAPHS 

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

(1) Peoples Gas is an Illinois corporation engaged in the transportation, 
purchase, storage, distribution and sale of natural gas to the public in 
Illinois and is a public utility as defined in Section 3-105 of the Act; 

(2) North Shore is an Illinois corporation engaged in the transportation, 
purchase, storage, distribution and sale of natural gas to the public in 
Illinois and is a public utility as defined in Section 3-105 of the Act; 

(3) the Commission has jurisdiction over the parties and the subject matter 
herein;  

(4) the recitals of fact and conclusions of law reached in the prefatory portion 
of this Order are supported by the evidence of record, and are hereby 
adopted as findings of fact and conclusions of law; the Appendices 
attached hereto provide supporting calculations;  

(5) the Commission voted to grant rehearing, in part, on August 6, 2013;  

(6) rehearing was granted on the issue of determining whether the 2012 
NOLs should be reflected in Peoples Gas’ and North Shore’s rate bases 
and the necessary corrections to the Appendices and body of the June 18 
Order to properly reflect the impact of the 2012 and 2013 NOLs; 

(7) the 2012 NOLs should be included in the rate bases of Peoples Gas and 
North Shore; 

(8) the Commission adopts and attaches to this final order on rehearing Staff 
Ex 26.1, which properly reflects the 2012 and 2013 NOLs in the rate 
bases of North Shore and Peoples Gas; 

(9) for the test year ending December 31, 2013, and for the purposes of this 
proceeding, Peoples Gas’ original cost rate base with adjustments is 
$1,495,035,000; 

(10) for the test year ending December 31, 2013, and for the purposes of this 
proceeding, North Shore’s original cost rate base with adjustments is 
$201,046,000; 

(11) Peoples Gas should be authorized to place into effect tariff sheets 
designed to produce annual base rate revenues of $590,881,000, in 
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addition to $16,195,000 of other revenues, which represents a total base 
rate increase of $59,792,000 or 10.93% in base rate revenues; such 
revenues will provide Peoples Gas with an opportunity to earn the rate of 
return set forth in Finding (9) above; based on the record in this 
proceeding, this return is just and reasonable; 

(12) North Shore should be authorized to place into effect tariff sheets 
designed to produce annual base rate revenues of $82,796,000, in 
addition to $1,610,000 of other revenues, which represents a base rate 
increase of $6,702,000 or 8.63% in base rate revenues; such revenues 
will provide North Shore with an opportunity to earn the rate of return set 
forth in Finding (10) above; based on the record in this proceeding, this 
return is just and reasonable; 

(13) new tariff sheets authorized to be filed by this order should reflect an 
effective date consistent with the requirements of Section 9-201(b) as 
amended. 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
tariff sheets presently in effect of The Peoples Gas Light and Coke Company and North 
Shore Gas Company that are the subject of this proceeding are hereby permanently 
canceled and annulled, effective at such time as the new tariff sheets approved herein 
become effective by virtue of this Order.  

IT IS FURTHER ORDERED that The Peoples Gas Light and Coke Company and 
North Shore Gas Company are authorized to file new tariff sheets with supporting 
workpapers in accordance with Findings (7), (8), (9), (10), (11), and (12) of this Order, 
applicable to service furnished on and after the effective date of said tariff sheets, which 
date shall be no later than four business days after said sheets are filed.  

IT IS FURTHER ORDERED that any motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are disposed of consistent with the 
conclusions herein.  

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 

By Order of the Commission this ___ day of December, 2013. 

      (SIGNED) DOUGLAS P. SCOTT 

CHAIRMAN 

 


	STATE OF ILLINOIS
	ILLINOIS COMMERCE COMMISSION
	PROPOSED ORDER ON REHEARING
	[Draft Proposed Order On Rehearing Submitted by North Shore Gas
	Company and The Peoples Gas Light and Coke Company]
	STATE OF ILLINOIS
	ILLINOIS COMMERCE COMMISSION
	III. Findings and Ordering Paragraphs

