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Date Request: SDR 1.001 
Describe with specificity how the actions undertaken by the Company comply with each of the four prudence 
standards contained in the Commission’s Order in Docket Nos. 91-0080 through 91-0095 (Consolidated). 
 
Response:   
The Commission’s Order in Docket Nos. 91-0080 through 91-0095 (Consolidated) found that prudence of coal tar 
expenditures should be determined in accordance with the following four standards: 

(1) Reasonable and appropriate business standards; 
 

(2) The requirements of other relevant state and/or federal authorities; 
 

(3) Minimization of costs to ratepayers, consistent with safety, reliability and quality 
assurance; and 

 
(4) The facts that are known to the Company at the time that the expenditures are made; 

(Order in Consolidated Dockets  91-0080 through 91-0095, dated September 30, 1992, p. 
79-81.). 

 

The Company’s compliance with these four standards is demonstrated in the direct testimony of Mr. Brian F. 
Bartoszek, the Company’s witness in this proceeding.   Mr. Bartoszek states that the Company uses the above-
quoted standards in determining whether or not to make expenditures in complying with environmental laws and 
regulations.  Bartoszek Test., p. 4. 

The two main standards are the second and third standards.   The fourth standard is actually more of a standard to be 
used by the Commission in determining the prudence of a utility’s expenditures for environmental activities.   That 
is, the Commission is to determine prudence based on facts and knowledge available to the utility at the time it made 
its decision, not based on a 20/20 hindsight review.   The first standard – a reasonable and appropriate business 
standard—really follows from the second and third standards.  That is, a utility which meets the requirements of 
state and federal law, while minimizing costs to ratepayers, without jeopardizing safety, reliability and quality 
assurance, is obviously following a reasonable and appropriate business standard. 

With respect to the second standard, meeting the requirements of federal and state law, the Company complies fully 
with this standard as demonstrated in Mr. Bartoszek’s direct testimony.  Mr. Bartoszek testifies that the Company 
incurs costs in complying with recently enacted laws and regulation.   Bartoszek Test., p. 5-6.   His testimony 
describes in detail how the Company interacts with the two agencies responsible for enforcing federal and state 
environmental laws – the United States Environmental Protection Agency (“USEPA”) and the Illinois 
Environmental Protection Agency (“IEPA”).   See Bartoszek Test., p. 6.   The Company’s compliance with federal 
and state laws is also demonstrated in Mr. Bartoszek’s description of the actual expenditures made during fiscal year 
2012 at specific manufactured gas plant sites and for specific activities.   See Bartoszek Test. p. 11-20.   The 
Company’s compliance with federal and state law is also shown is Exhibit 1, the Company’s report to the 
Commission filed pursuant to Rider 11, Adjustment for Incremental Costs of Environmental Activities, of its rate 
schedule.  Further compliance with federal and state law is also demonstrated by the Company’s response to Staff 
Data Request Nos.  SDR 1.002, 1.003, 1.006, 1.015, 1.018 and 1.021. 

With respect to the third standard, minimization of costs, Mr. Bartoszek testifies that the Company’s policy is to 
control environmental compliance costs to the fullest possible extent.   Accordingly, the Company will only make 
expenditures when it is determined to do so.   Bartoszek Test., p. 3-4.   Mr. Bartoszek further testifies that the most 
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effective way for the Company to control costs is to be actively involved in the determinations that are made 
regarding the timing, choice and scope of environmental activities.   Bartoszek Test., p. 4. In addition, the 
Company’s policy to make all reasonable efforts necessary to vigorously pursue recovery of the incremental costs 
incurred as a result of environmental activities from potentially responsible parties (“PRPs”) and insurance carriers.  
Bartoszek Test., p. 7.   

The Company’s policy to minimize costs is demonstrated in Mr. Bartoszek’s description of the expenditures for 
environmental activities that the Company has made during the fiscal year 2012.   Bartoszek Test., pp. 11-20.   In 
particular, Mr. Bartoszek describes the efforts the Company has made to pursue cost recovery from its insurance 
carriers.   Bartoszek Test., p. 7. 

The Company’s compliance with the Commission’s third standard is also demonstrated in the Company’s Exhibit 1 
and the Company’s responses to Staff Data Request Nos. SDR 1.002 through 1.022. 
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Data Request: SDR 1.002   
This request pertains to the level of environmental cleanup required at each MGP site. 
a. For each MGP site, describe the level of environmental cleanup required. 
b. List the steps that must be taken to obtain the level of environmental cleanup required. 
c. Explain and evaluate any alternative levels of environmental cleanup that may be applicable for each site. 
 
 
Response:  
a. It is the responsibility of the United States Environmental Protection Agency, Region V ("USEPA") to determine the 
level of environmental remediation that will be required for each of the Company's former MGP sites that are under its 
regulatory supervision. The Illinois Environmental Protection Agency ("IEPA") is responsible for making the determination 
as to the level of environmental remediation that will be required for each of the Company's former MGP sites that are under 
its regulatory supervision.  Either agency can assert its regulatory authority over any particular site that is located within its 
jurisdiction. Absent unusual circumstances, the USEPA will generally refrain from asserting jurisdiction over sites that are 
under the regulatory supervision of the IEPA.  When the USEPA has asserted its regulatory authority over a site, it will 
consult the IEPA which will participate in the oversight process. 
 
Each regulatory agency is vested with extensive statutory discretion in determining both the level of environmental 
remediation that it will require at a given site, and how that level of remediation will be accomplished.  Because of the wide 
discretion that is vested in the environmental regulatory agencies, it is necessary for the Company to actively participate in 
every phase of the site investigative and remedy selection processes. 
 
This participation is necessary so as to allow the Company to negotiate effectively with the agency regarding the various 
stages of the remediation process.  This, in turn, gives the Company the opportunity to minimize, to the fullest extent 
possible, the total cost of the environmental remediation of a particular site in a manner that is consistent with legal and 
regulatory requirements. 
 
In making a determination as to the particular level of environmental remediation that will be required at any given site, and 
how that level of environmental remediation will be accomplished, each agency will rely upon the information that is 
gathered by the Company and its consultants during the various investigative phases that are performed.  The activities that 
are conducted during the investigative phases are described in the Company's response to SDR 1.002(b).  The activities that 
are performed during each of the investigative phases are highly complex, and require that the Company engage vendors with 
highly specialized experience and expertise. 
 
After all of the investigative phases have been completed, the regulatory agency will begin to make a determination as to the 
level of environmental remediation that will be required at a given site, and how that level of remediation will be 
accomplished.  In making these determinations, the agency will consider the information obtained during the investigative 
phases, the recommendations of the Company, the Company's consultants, the agency's consultants, and other factors that are 
described in the Company's response to SDR 1.002(c). 
 
b. Prior to making a determination as to the level of environmental cleanup that will be required for a particular site, 
either the USEPA or IEPA will require that the Company perform several different types of environmental activities.  The 
following environmental activities are generally undertaken to obtain the level of environmental cleanup that is required for 
any former MGP site.   
 
First, there is screening and site characterization based on sampling analyses.  Second, there is a risk assessment taking into 
account human health and ecological considerations and considering present and future uses for the site.  Third, there is a 
feasibility study to evaluate the effectiveness of various remedies.  Fourth, for sites under the supervision of the USEPA, 
there is a process for public comment on proposed remedies.  While this is not a statutory requirement for sites supervised by 
the IEPA, the Company would likely undertake a public comment process.  Fifth, there is remedy selection.  Sixth, there is 
remedial design.  Seventh, there is remedial implementation.  Finally, there is post-remedial monitoring. 
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Data Request: SDR 1.003   
Has the Company ever received a site remediation letter from the Illinois Environmental Protection Agency indicating that no 
further remediation is required at a specific MGP site?  If yes, provide a copy of each site remediation letter received. 
 
Response:  
Yes, during the 2012 reconciliation period, the Illinois Environmental Protection Agency issued three No Further 
Remediation ("NFR") letter with respect to the 110th  Street Station site, 64th Street Station site, and the 73rd Street Station 
site.  Copies of the NFR letters are attached.   
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Data Request: SDR 1.004   
Describe how the Company monitors the actual on-site investigation and remediation activities. 
 
Response:  
The Company monitors the actual on-site investigation and remediation activities by the use of its employees, and with one 
or more consultants engaged for this purpose.  The methods employed to monitor on-site activities will depend upon the type 
of activity that is being conducted.   
 
Prior to the commencement of the on-site investigation phase, the Company engages one or more environmental engineering 
consultants to assist it.  During the on-site investigation phase, the Company's personnel will generally oversee the 
investigative activities that are conducted at the site by the consultant.  The consultant, in turn, oversees the activities that are 
conducted by the subcontractors.  The Company's personnel also review the contents of the test results from analytical 
laboratories, drilling and well logs, hazardous waste shipment manifests, and other reports and documents that are submitted 
by the Company's environmental engineering consultant relative to the on-site activities that are conducted by the consultant 
and its subcontractors.   
 
Prior to the commencement of the on-site remediation phase, the Company engages an environmental engineering consultant.  
This consultant may or may not be the same environmental engineering consultant that the Company engages to perform 
work during the on-site investigation phase.  Thereafter, proposals are solicited for the remediation project from several 
knowledgeable and experienced remediation contractors.  These proposals are reviewed, and with the assistance of the 
Company's environmental engineering consultant, the appropriate contractor for the project is selected to perform remedial 
work at the site. 
 
During the remediation phase, the Company's personnel generally oversee all of the on-site remediation activities.  The 
Company's environmental engineering consultant generally oversees the activities of the remediation contractor.  The 
remediation contractor, in turn, monitors the activities of the subcontractors who perform work during the remediation phase.  
The Company's personnel, the Company's environmental engineering consultant and the remediation contractor also interact 
with agency personnel assigned to oversee on-site remediation activities. 
 
In certain instances involving parcels which the Company no longer owns, the Company arranges to have the property 
owner's consultant perform the on-site work.  In such instances, some of the activities described above may be performed by 
the owner's consultant.  The Company effectively monitors the performance of the investigation and remediation activities 
through review of reports and other documentation, discussions with the owner's consultant and site observation, as 
appropriate and as permitted by the site owner. 
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Data Request: SDR 1.005   
This request pertains to the Company's forecasting of MGP environmental cleanup costs for the reconciliation period. 
a. Explain the forecasting methods used by the Company to determine MGP environmental cleanup costs for the 
reconciliation period.   
b. Describe how the forecasted cost amounts were determined.   
c. Include explanations for each instance where the actual costs, by site or account code, deviated from the forecast costs by 
10% or more.   
d. Explain how these cost forecasts were used by the Company for the reconciliation period. 
 
 
Response:  
a.-d. Unlike some other gas utilities, the Company's "MGP environmental cleanup costs for the reconciliation period" 
recovered from customers through Rider 11 are not determined based on forecasts, but on actual incurred incremental costs 
for environmental activities.  
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Data Request: SDR 1.006   
Provide a copy of all written procedures for MGP environmental cleanup purchasing and contracting that were in effect 
during the reconciliation period or that were in effect when past MGP environmental cleanup purchases and contracts were 
made that extended into the reconciliation period.  The Company may provide this response as a PDF file.  The PDF file may 
be emailed. 
 
Response:  
The Company's written procedures for the procurement of all goods and services, including the goods and services that are 
necessary to conduct MGP related environmental activities, that were in effect during the reconciliation period, are attached 
hereto.   
 
The Integrys Corporate Approval Policy, issued August, 2008 (“Corporate Approval Policy”) states the Company's general 
policies regarding the acquisition of goods and services.  The Company's Guidelines for Purchases With or Without a 
Competitive Bid (“Guidelines”), issued by the Company’s Supply Chain Services Department, represents a general overview 
of the process that is involved in the purchase and payment for materials and services.  Finally, the Wisconsin Public Service 
Corporation Purchasing Procedures and Methods Manual, issued 12/30/02 (“Procedures and Methods Manual”) describes the 
procedures and methods for requisitioning products and services and processing, approving and paying invoices, utilizing the 
Company’s accounting software.   
 
As background concerning the Procedures and Methods Manual: in late 2007, the Company changed its accounting software 
to match that which was already being utilized by those companies which had become affiliates of the Company as a result of 
the 2007 merger between Peoples Energy Corporation and WPS Resources Corporation (including Wisconsin Public Service 
Corporation).  As a part of this change in accounting software, the Company adopted the Procedures and Methods Manual for 
all contracting, beginning in 2008. 
 
The Corporate Approval Policy states the Company's general policy of utilizing competitive bidding for the procurement of 
goods and services.  Where appropriate, the Company utilizes the competitive bidding procedures to engage vendors of MGP 
related goods and services.  The Corporate Approval Policy and the Guidelines also recognize that there are circumstances 
where departures from competitive bidding are appropriate.  For example, services of a highly specialized, professional, or 
highly technical nature may be required by the Company, and utilization of the formal competitive bidding process is not 
always practical and appropriate for the procurement of such goods and services.  
 
The circumstances which call for departure from the competitive bidding process are especially relevant when the 
procurement of MGP environmental cleanup related goods and services is concerned.  Because the problems associated with 
MGP environmental cleanup projects are complex, and because of the magnitude of the Company's potential exposure, it is 
necessary that the Company engage highly specialized and experienced environmental engineering consultants, law firms, 
insurance archaeologists, and other reliable vendors of goods and services.  The uniqueness of the problems associated with 
MGP environmental cleanup projects, as well as the highly specialized nature of the goods and services that are required to 
successfully complete these projects, sometimes render competitive bidding inappropriate. 
 
There are many uncertainties that are associated with MGP remediation projects.  The nature, scope and magnitude of a 
remediation project are rarely known prior to the commencement of the investigation of the site.  As a result of these 
uncertainties, the Company's potential needs for a given project can usually only be expressed in very broad terms. As such, 
it is virtually impossible for the Company to draft detailed requests for proposals that accurately specify all of the goods and 
services that it will require to complete a remediation project.  Because the Company can only describe an upcoming 
remediation project in very broad terms, it is very difficult for a vendor to submit a detailed, formal bid in response to the 
Company's request for proposal.  Consequently, formal competitive bids are not always helpful to the Company in the 
selection of many of the vendors of the goods and services that are required for MGP remediation projects.  
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In addition, the qualifications of the vendors that are sought by the Company for its MGP remediation projects, as well as the 
quality of the specialized and technical services that they provide, are not easily quantifiable.  These services include the 
provision of sound and reliable advice and judgment, upon which the Company relies heavily.  The ability of vendors to 
provide these valued services cannot always be determined by the Company through a competitive bidding process. 
 
See Attachment. 
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Data Request: SDR 1.007   
Provide the date when the MGP environmental cleanup purchasing and contracting procedures were most recently changed, 
identify each procedure that was changed, and explain why each change was made. 
 
Response:  
The Corporate Approval Policy was issued in its current form in August, 2008.  The Guidelines were likewise updated on or 
around August 2008 in order to match the approval levels provided for in the Corporate Approval Policy.  The Procedures 
and Methods Manual is updated on an on-going basis as needed to reflect changes in the Company’s business needs and the 
accounting software described therein.  Revisions to all of the foregoing were made in connection with implementation of the 
Company's new accounting software at the end of fiscal year 2008.  
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Data Request: SDR 1.008   
This request pertains to the general management evaluations, assessments, and/or reviews of the MGP environmental cleanup 
purchasing and contracting procedures. 
 a. Provide the date of the three most recent general management evaluations, assessments, and/or reviews of 
MGP environmental cleanup purchasing and contracting procedures. 
 b. Provide a copy of all reports and/or summaries of these general management evaluations, assessments, 
and/or reviews. 
 c. List and explain any changes or modifications made to the purchasing and contracting decision-making 
process as a result of the these general management evaluations, assessments, and/or reviews. 
 
 
 
Response:  
a. The most recent versions of the Company's Corporate Approval Policy and Guidelines became effective August, 
2008.  Both are attached to the Company's response to SDR 1.006.    
 
In fiscal 1994 and 1995, the Company conducted an internal audit relative to its acquisition of legal services, including those 
legal services which related to MGP environmental cleanup.  This audit was conducted by the Companies' Auditing 
Department.   
 
The Company also periodically reviews its existing arrangements with vendors, and corresponds with and meets with these 
vendors to discuss cost reduction issues.  For example, in 1994, the Company, along with a potentially responsible party, 
engaged in continuing discussions with the Company's environmental engineering consultants relative to cost reduction 
issues at the former Waukegan Coke Plant.  As a result of these discussions, the Company extracted several important cost 
concessions from the consultant.  Among these concessions were the passing through to the Company of a 20% laboratory 
volume discount and no increase in billing rates for overtime work.   
 
b. The results of the revisions of the Company's Corporate Approval Policy and Guidelines are embodied in the revised 
versions themselves.  Furthermore, as described in the Company’s response to SDR1.006, as a result of the change in the 
accounting software utilized by the Company, the Company has adopted the Procedures and Methods Manual which is also 
attached to the Company’s response to SDR 1.006. 
 
c. Please refer to the Company's response to SDR 1.008(a).  
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Data Request: SDR 1.009   
Explain how purchasing and contracting decisions for MGP environmental cleanup costs were included in the corporate 
planning and budgeting process during the reconciliation period.  The Company may provide this response as a PDF file.  
The PDF file may be emailed. 
 
Response:  
Corporate Plan 
 
The development and implementation of plans for the investigation and remediation of former manufactured gas production 
and storage sites, as required by environmental regulations, is considered normal, ongoing activity and the Corporate 
Business Plan excludes goals that reflect normal Company operations and activities.  Therefore, it was decided that, plans 
regarding manufactured gas sites would not be included in the Corporate Business Plan.  
 
Budget 
  
After identifying the activities that the Company determined would be necessary to conduct for fiscal year 2012, a budget for 
completion of these activities was prepared using the Company's budgeting process.   Budgeted environmental cleanup costs 
were prepared by the Environmental Services Department, after consultation with the Company's expert environmental 
consultants and outside counsel, taking into account past experience and expected environmental activities for fiscal year 
2012. 
 
Additionally, as explained in the Company’s response to SDR1.005, unlike some other gas utilities, the Company's MGP 
environmental cleanup costs for the reconciliation period were not determined based on forecasts or budgeting, but on actual 
incurred incremental costs for environmental activities.   
  
See Attachment to SDR 1.006. 
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Data Request: SDR 1.010   
This request pertains to the Company's procedures for MGP environmental cleanup purchasing and contracting decisions. 
 a. Identify the management level at which purchasing and contracting decisions for MGP environmental 
cleanup costs were made during the reconciliation period.   
 b. If different procedures were applied at progressively higher cost amounts, describe in detail the procedures 
for each of the cost amounts. 
 
 
Response:  
a.  The Company's procedures for MGP environmental cleanup purchasing and contracting decisions are provided in 
the Company's response to SDR 1.006. 
 
The decisions made by the Company relative to the engagement of the environmental engineering consultants and other 
vendors who performed technical environmental services for the Company during the reconciliation period, as well as any 
other related decisions which involved expenditures were made with input from Company's Environmental Services (ES) 
Department, the Company's attorneys, and when necessary, the recommendations of one or more consultants as follows: 
 
1. Amounts less than $100,000.00 were made by the Manager of ES;  
2. Amounts of $100,000 or more but less than $500,000 were made by the Director of ES; 
3. Amounts of $500,000 or more but less than $1,000,000 were made by the President of Integrys Business Support 
(IBS); 
4. Amounts of $1,000,000 or more but less than $8,000,000 were made by the Integrys CEO; and 
5. Amounts of $8,000,000 or more were made by the Integrys Energy Group (Integrys) Board of Directors. 
 
The decisions made by the Company relative to the engagement of law firms and litigation consultants, as well as any other 
decisions involving non-engineering MGP related environmental goods and services expenditures were made by the IBS 
Legal and Governance Services Department, after considering the recommendations from personnel from the ES Department, 
and on some occasions from the Company's environmental counsel or insurance counsel as follows: 
 
1. Amounts less than $250,000.00 were made by the Senior Counsel of the IBS Legal Services Department;  
2. Amounts of $250,000 or more but less than $500,000 were made by the IBS Vice President of Legal Services; 
3. Amounts of $500,000 or more but less than $1,000,000 were made by the IBS Chief Legal Officer; 
4. Amounts of $1,000,000 or more but less than $8,000,000 were made by the Integrys CEO; and 
5. Amounts of $8,000,000 or more were made by the Integrys Board of Directors. 
 
b.  See the Company's response to SDR 1.010(a). 
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Data Request: SDR 1.011   
This request pertains to the Company's notification to potential suppliers of goods and services of the Company's intent to 
purchase or contract goods and services for the environmental cleanup of MGP sites. 
 a. Identify all procedures used by the Company to ensure that every reasonable effort was made to notify all 
available suppliers of the goods and services required for the environmental cleanup of MGP sites before new purchases were 
made, or before new contracts were awarded to a supplier during the reconciliation period.   
 b. Describe all related actions taken by the Company before any new purchases were made or before any new 
contracts were awarded during the reconciliation period. 
 c. Describe the instances when only one supplier was notified, and explain how costs were thus minimized. 
 d. Identify all instances when the lowest bid for goods and services required for the environmental cleanup of 
MGP sites was rejected, and explain the reasons for the rejection. 
 
 
 
Response:  
a.  The Company's response to SDR 1.006 describes the Company's procedures regarding the notification and solicitation of 
vendors for the acquisition of goods and services that are sought for the environmental cleanup of its former MGP sites.  
 
Given the sensitive nature of the work being performed and the potential for substantial liability, the Company limits the 
number of bidders for environmental services and related goods.  After several years of evaluating the quality and cost of 
various local and nationwide suppliers of environmental consulting services, the Company entered into an agreement on 
April 1, 2001 with Burns and McDonnell for oversight of MGP site investigations and remediation.  On April 20, 2010, the 
Company updated its agreement with Burns and McDonnell, and, after further consideration and evaluation of suppliers of 
environmental consulting services, the Company also engaged the services of another consultant, Natural Resource 
Technology (NRT), to assist with those sites enrolled in the Federal Environmental Protection Agency (USEPA) program.  
NRT previously assisted with the development of the USEPA program through one or more of the Company’s affiliates.  In 
order to maximize synergies and maintain consistency for the USEPA program across all the Company’s affiliates enrolled in 
the USEPA program, NRT was chosen to be the primary consultant for the USEPA sites based on its institutional knowledge 
gained while developing and working on the USEPA program for the Company and its affiliates.   
 
 While neither the NRT nor the Burns and McDonnell agreement currently require exclusive use of either respective 
environmental consultant, both agreements provide incentives in the form of reduced environmental consultant overheads 
based on the volume of environmental consulting services supplied; the associated savings are passed on to the Company 
through discounts.  The consultants were selected based on their costs competitiveness, successful project completion and 
overall quality of the work performed.  Under these agreements, most goods and services for field investigation and 
remediation work are procured by the respective environmental consultant. 
 
In addition to the contacts of the consultants, the Company continues to observe and interview other suppliers of non-
engineering services, referring those vendors to the environmental consultant for evaluation as a supplier of services.  By 
procuring and contracting for these services through the environmental consultant, the Company helps to reduce its liability.  
By first reviewing the qualifications of the vendor and evaluating the ability of the vendor to properly complete the work, the 
environmental consultant and the Company review the list of major vendors and proposals used on a project-by-project basis 
to bid for services.  The environmental consultant then prepares bid requests based on job specifics and the known site 
conditions.  These bids may be on a "lump sum" basis, "unit rate" basis or a "time and material" basis depending of the level 
of uncertainty of the work to be performed.  
 
b.  See the Company's response to SDR 1.011(a). 
 
c.  See the Company's response to SDR 1.011(a). 
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d.  See the Company's response to SDR 1.011(a).  



Exhibit C 
The Peoples Gas Light and Coke Company  

Docket No. 13-0033  
  

  Page 1of 1 
 

Data Request: SDR 1.012   
Explain how the Company evaluated each contract renegotiation position that was proffered by a contracted supplier of the 
goods and services required for the environmental cleanup of MGP sites during the reconciliation period 
 
Response:  
It is the practice of the Company to, on an ongoing basis: scrutinize its MGP environmental purchasing and contracting 
procedures; monitor its actual onsite investigation and remediation activities; monitor its MGP environmental cleanup 
purchases and contracts; maintain effective cost minimization procedures; and conduct ongoing and after-the-fact evaluations 
of its purchasing and contracting decisions for MGP related environmental cleanup costs.  In its experience, the Company has 
found that these actions have minimized the need to perform a formal audit of its activities related to its Rider 11.  Therefore, 
no formal audits were conducted during the reconciliation year.  However, as was stated by the Company in its response to 
Staff's data request SDR 1.008, a formal audit was conducted during fiscal 1994 and 1995 by the Company's Auditing 
Department relative to the Company's acquisition of legal services, including those related to MGP environmental cleanup.  
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Data Request: SDR 1.013   
Explain how the Company formulated each contract renegotiation position that it offered to a contracted supplier of the goods 
and services required for the environmental cleanup of MGP sites during the reconciliation period. 
 
Response:  
See responses to SDR 1.011 and SDR 1.012.  
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Data Request: SDR 1.014   
This request pertains to the Company's monitoring of MGP environmental cleanup purchases and contracts. 
a. Explain how the Company monitored MGP environmental cleanup purchases and contracts during the reconciliation 
period. 
b. Document all changes made as a result of these monitoring efforts. 
 
 
Response:  
a.  Personnel from the Company's Environmental Services Department monitored the purchases and contracts which were 
related to the Company's environmental engineering activities during the reconciliation period.  Personnel from the 
Company's Legal Services Department monitored the purchases and contracts which were related to the environmental 
activities performed by the Company's environmental counsel, insurance counsel, and litigation consultants during the 
reconciliation period.  These contracts and purchases were monitored as follows. 
 
For the goods and services supplied during the reconciliation period, vendors submitted invoices to the Company.  As these 
invoices were received, they were reviewed by the Company's personnel from the Environmental Services Department.  
During this review, Company personnel examined the invoices to ensure that the Company was being billed at the correct 
rate for goods that it received and the services that were properly performed on its behalf.  The invoices were also reviewed 
to ensure that the amounts billed would be posted to the proper accounts.  Based upon this review, each invoice was then 
either approved for payment or questioned. 
 
For those invoices that were questioned, the Company's personnel from the appropriate area contacted the vendor to discuss 
those matters on the invoice that had been questioned.  Based upon discussions with the vendor, the amounts on the invoice 
would either be amended by the vendor as appropriate, or would remain the same if a satisfactory explanation of the invoice 
was provided to the appropriate personnel by the vendor.   
 
In those instances where invoices were questioned by the Company and subsequently amended by the vendor, the vendor 
would prepare and submit a corrected invoice.  Upon receipt of the corrected invoice, the appropriate person from the 
Company's Environmental Services Department would compare the original invoice with the corrected invoice to verify that 
the agreed upon adjustments had been made.  If the agreed upon adjustments were made, the corrected invoice was approved 
for payment. 
 
b.  In those instances where original invoices were questioned by the Company's personnel as described in the Company's 
response to SDR 1.014(a), those invoices were retained until a corrected invoice was received. 
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Data Request: SDR 1.015   
Identify and explain any factors that limited the Company's available purchasing and contracting options for the goods and 
services required for the environmental cleanup of MGP sites during the reconciliation period. 
 
Response:  
Because of the highly technical and specialized nature of the goods and services that are required for the remediation of sites 
where MGP operations were formerly conducted, the Company engages reliable vendors who possess a high level of proven 
technical experience and expertise. When choosing to solicit or engage a vendor for a particular project, the Company will 
have considered many factors, such as the vendor's prior MGP experience; the vendor's experience at sites within the United 
States Environmental Protection Agency's ("USEPA"), Region V; the vendor's reputation in the industry; the Company's past 
experience with the vendor; its general capabilities; its general approaches to environmental investigations; billing methods 
and rates; projected implementation costs; and the professional qualifications and experience of those individuals who would 
perform work on the project. 
 
Moreover, the Company will not engage a vendor where a conflict of interest will arise.  Such a situation may occur where 
the vendor has performed services for certain governmental agencies or other parties whose interests may be adverse to those 
of the Company.   
 
The Company's purchasing and contracting options can also be limited by circumstances that are imposed by external forces 
which are largely beyond the Company's control.  For example, the Company may be required to take immediate action in 
response to requirements imposed by a court.  Sometimes the Company's options can also be limited by the demands of a 
potentially responsible party.  The Company may be required to respond to requirements imposed by an environmental 
regulatory agency such as the USEPA or Illinois Environmental Protection Agency. 
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Data Request: SDR 1.016   
Identify and explain all efforts that the Company made during the reconciliation period to take advantage of favorable market 
conditions to renegotiate its contracts or to purchase from alternative market sources the goods and services required for the 
environmental cleanup of MGP sites.  If no contract renegotiations were attempted, explain why not. 
 
Response:  
As is indicated by the Company in its response to SDR 1.006, the complex problems posed by former MGP site remediation 
require that the Company engage only highly specialized and experienced environmental engineering consultants, chemical 
laboratories, law firms, insurance archaeologists, community relations consultants and other reliable vendors of MGP related 
goods and services.  The Company's experience during fiscal 2012 did not disclose that the market for such highly 
specialized goods and services had significantly changed during the reconciliation period such that would have dictated that 
price concessions could be extracted from currently engaged vendors.  As a result, the Company did not have an occasion to 
renegotiate the terms of its arrangements with vendors during the reconciliation period because of favorable market 
conditions.  
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Data Request: SDR 1.017   
This request pertains to any occurrences when the Company made purchases or entered into contracts using criteria other 
than minimizing the cost of the environmental cleanup of MGP sites. 
a. List any occurrences during the reconciliation period when the Company made purchases or entered into contracts using 
criteria other than minimizing the cost of the environmental cleanup of MGP sites.   
b. For each occurrence, explain the circumstances, quantify the extra costs incurred, and explain what, if anything, can be 
done to prevent extra costs of this type from being incurred in the future. 
c. Provide all documentation pertaining to each occurrence. 
 
 
Response:  
a. - c.  There were no such occurrences.  
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Data Request: SDR 1.018   
This request pertains to the Company's procedures to minimize MGP environmental cleanup costs. 
a. Explain with specificity the procedures used by the Company to minimize MGP environmental cleanup costs.   
b. Give a detailed description of these procedures as they related to all purchasing and contracting decisions for MGP 
environmental cleanup costs made during the reconciliation period. 
 
 
 
 
Response:  
a.  The most effective way for the Company to minimize MGP environmental cleanup costs is to be actively involved in the 
determinations that are made regarding the timing, the choice and the scope of the environmental activities that are 
undertaken at each of its former MGP sites.   
 
The choices that are made relative to the timing of the Company's MGP cleanup projects reflect the Company's broad based, 
multi-year strategy to address the environmental condition of its former MGP sites.  It is necessary to control the timing of 
these projects to the fullest extent possible so as to allow the Company to keep the costs of its service competitive, in the 
short term as well as in the long term.  Therefore, the Company will initiate a project only when it is determined prudent to 
do so. 
 
However, it is not always possible for the Company to control the timing of its environmental cleanup projects.  Factors that 
are beyond the control of the Company may intervene to compel the commencement of an environmental cleanup project 
prior to the time the Company had planned to commence the project.  Such factors may include the issuance of an order by an 
environmental regulatory agency (the Illinois Environmental Protection Agency or the United States Environmental 
Protection Agency), or the judgment of a court, or action initiated by a current or former landowner. 
 
Once an environmental cleanup project has begun, the Company engages one or more carefully chosen, highly specialized 
and experienced vendors of MGP related goods and services to perform the tasks that are described in the Company's 
response to SDR 1.002(b).  The criteria used by the Company to identify such vendors are also described in the Company's 
response to SDR 1.002(b).  The procedures used to notify and engage such vendors are described in the Company's response 
to SDR 1.006. 
 
By engaging only highly specialized, qualified and experienced vendors, the Company is better able to actively and 
effectively participate in the decisions that are made relative to the choice and scope of environmental activities that are to be 
undertaken at any of the Company's former MGP sites.  This active participation enables the Company to effectively 
negotiate with the environmental regulatory agency so as to ensure, to the greatest extent possible, that the choice and scope 
of the environmental activities to be undertaken at any of the Company's former MGP sites results in the lowest possible cost 
to ratepayers, yet in a manner that is consistent with safety, reliability and quality assurance.  This active participation is 
necessary because environmental regulatory agencies do not necessarily have as strong a desire as the Company to minimize 
cleanup costs to the fullest extent possible. 
 
The Company's own personnel also perform a variety of activities to ensure that MGP environmental cleanup costs are 
minimized.   The Company incurs substantial costs in connection with these activities that are not recovered from ratepayers 
under Rider 11.  These activities include: the monitoring of on-site investigation and remediation activities (described in 
detail in the Company's response to SDR 1.004); the monitoring of MGP environmental cleanup purchases and contracts 
(described in detail in the Company's response to SDR 1.014(a)); the verification of the quality of the items and services 
purchased and contracted for (described in detail in the Company's response to SDR 1.021). 
 
In addition, the Company has actively and aggressively pursued potentially responsible parties ("PRPs") and its former and 
current insurance carriers for the recovery of contribution of the costs associated with its environmental projects.  The pursuit 
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of PRPs by the Company has already resulted in substantial monetary recoveries that have reduced the cleanup costs that are 
recovered under Rider 11.  
 
b.  Please refer to the Company's response to SDR 1.018(a) above. 
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Data Request: SDR 1.019   
This request pertains to the Company's after-the-fact evaluations of its purchasing and contracting decisions for MGP 
environmental cleanup costs. 
 a.  How often are after-the-fact evaluations conducted by the Company to review its purchasing and contracting 
decisions for MGP environmental cleanup costs? 
 b.  Provide a copy of all documents pertaining to these evaluations.   
 c.  Identify any decisions, recommendations, policy changes, and new procedures that have resulted from these 
evaluations.  
 d.  Provide the date when the three most recent after-the-fact evaluations were conducted and provide copies of those 
reports. 
 e.  List and explain any changes or modifications made to the purchasing and contracting decision-making process 
as a result of the after-the-fact evaluations. 
 
 
Response:  
a.  The Company utilizes a combination of an ongoing and an after-the-fact review of its purchasing and contracting decision 
making process, with an emphasis on the early identification of those matters that require attention or change.  Accordingly, 
the Company reviews its purchasing and contracting decisions for MGP environmental activities on a regular basis.  The 
Company's personnel devote substantial time and resources in actively participating in the day to day decision making 
process relative to MGP cleanup projects, and interact on a near daily basis with vendors of the various specialized goods and 
services. 
 
The ongoing review process that is employed allows the Company's personnel to take necessary corrective action to ensure 
that the Company receives the quality goods and services that it contracted for at the lowest possible cost.  This ongoing 
review process allows the Company to effectively evaluate how a particular vendor staffs a project, and demand corrective 
action when necessary.  For example, the Legal Services Department routinely evaluates the allocation of a law firm's work 
among partners, associates and paralegals, and will demand changes appropriate to receiving the necessary work product at 
the lowest overall cost.  Personnel from the Company's Environmental Services Department will review the invoices received 
from environmental engineering consultants with the same goal in mind.  The Company will also evaluate how a vendor 
deals with laboratories, landowners, other consultants and environmental regulatory agencies; the timeliness and 
thoroughness of its work product; the results it achieved and its professionalism. 
 
A review process described above is more effective in controlling costs and acquiring required services than an approach that 
is dependent upon a formal review after projects are completed.  Reliance upon only an after-the-fact review would prevent 
the Company from taking corrective action until after a project is completed. 
 
b.  As indicated in its response to SDR 1.019(a), the Company relies on a combination of an ongoing and an after-the-fact 
review during the course of a project rather than relying on a review at the completion of a project.  Therefore, no documents 
regarding a formal after-the-fact evaluation of MGP-related purchasing decisions exist. 
 
c.  Please refer to the Company's response to SDR 1.019(a) and (b). 
 
d.  Please refer to the Company's response to SDR 1.019(a) and (b). 
 
e.  Please refer to the Company's response to SDR 1.019(a) and (b). 
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Data Request: SDR 1.020   
This request pertains to the Company's audits of its purchasing and contracting decisions for MGP environmental cleanup 

costs. 
  a. How often are the MGP environmental cleanup purchasing and contracting functions audited by 

management using internal or external auditors? 
  b. Provide the dates when the three most recent audits were conducted and provide copies of those 

audit reports. 
  c. List and explain any changes or modifications made to the purchasing and contracting decision-

making process as a result of these audits. 
 
Response:  
a.  During fiscal year 2012, the Company believed that a formal audit focusing on environmental purchasing and contracting 
decisions was unnecessary given the Company's: 1) ongoing review of its MGP environmental cleanup purchasing and 
contracting procedures as described in the response to SDR 1.008; 2) monitoring of MGP environmental cleanup purchases 
and contracts as described in the response to SDR 1.014; 3) cost minimization procedures described in the response to SDR 
1.018; 4) ongoing and after-the-fact evaluations of its purchasing and contracting decisions for MGP related environmental 
cleanup costs described in response to SDR 1.019; and 5) quality control procedures described in the responses to SDR 
1.021. 
 
During fiscal years 1994 and 1995, a formal audit was conducted by the Company's Auditing Department relative to the 
Companies' acquisition of legal services, including those legal services which are related to MGP environmental cleanup.  A 
copy of the audit report, dated November 29, 1994, is attached to the Company's response to SDR-008(b).   
 
b.  Please refer to the Company's response to SDR1.020(a). 
 
c.  Please refer to the Company's response to SDR 1.020(a). 
  
 
 
 
  
 



Exhibit C 
The Peoples Gas Light and Coke Company  

Docket No. 13-0033 
  

  
  Page 1of 1 

 
Data Request: SDR 1.021   
Explain the procedures used to verify the quality of the items and services purchased or contracted for regarding the 
environmental cleanup of MGP sites. 
 
Response:  
As was explained by the Company in its response to SDR 1.019(a), its attorneys and engineers interact on a near daily basis 
with the various vendors of the highly specialized goods and services that the Company requires for the cleanup of its former 
MGP sites.  These goods and services are provided by environmental engineering consultants, chemical laboratories, law 
firms, insurance archaeologists, and community relations consultants.   
 
As was explained by the Company in its response to SDR1.019, the Company's personnel devote substantial time and 
resources interacting with and directing the on-site and off-site activities of these vendors.  This intensive interaction with 
vendors allows the Company to maintain quality assurance. 
 
As was explained by the Company in its response to SDR 1.004, the Company's engineers perform frequent site visits and 
continuously monitor the quality of the on-site activities that are conducted by the Company's environmental engineering 
consultants as they occur. This also enables the Company to verify the quality of the goods that were purchased for use at a 
particular site.   
 
In turn, the Company's consultants direct and supervise the activities that are conducted by subcontractors.  Depending on the 
particular site, an environmental regulatory agency will also monitor on-site activities.  This multi-layered oversight 
procedure allows the Company to verify the quality of the goods and services it procures for on-site environmental activities. 
 
Engineers from the Company's Environmental Services Department also critically review the contents of the test results from 
analytical laboratories, drilling and well logs and other reports and documents that are submitted by the Company's 
environmental engineering consultants relative to the environmental investigative phases that are conducted relative to a 
former MGP site.  The Company's engineers and environmental counsel review and provide comments on and suggest 
revisions to the reports that are prepared by the Company's environmental consultants for submission to an environmental 
regulatory agency.  The environmental regulatory agency also reviews these reports and will either approve them or require 
the Company to resubmit them with changes deemed necessary by the agency.  Again, this multi-layered oversight procedure 
allows the Company to verify the quality of the goods and services that it procures for its environmental activities. 
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Data Request: SDR 1.022   
This request pertains to the policies and procedures for the quality control of items and services purchased or contracted for 
regarding the environmental cleanup of MGP sites. 
a. What are the Company's policies and procedures for dealing with items and services purchased or contracted for regarding 
the environmental cleanup of MGP sites that failed to meet quality and contract specifications?   
b. List each occurrence when items and services purchased or contracted for regarding the environmental cleanup of MGP 
sites failed to meet quality and contract specifications. 
c. Provide documentation of any related actions taken by the Company during the reconciliation period.  If no documentation 
can be provided, explain why not. 
 
 
 
 
 
Response:  
a.  It is the Company's policy to withhold payment for items purchased and services retained whenever those items or 
services failed to meet quality related contract specifications.  The Company's quality control procedures are described in the 
Company's response to SDR 1.021. 
 
b.  Because of the Company's ongoing involvement in, and direction of the on-site and off-site activities of vendors; multi-
layered monitoring procedure; and policy of refusing to pay for items that fail to meet contract specifications, there were no 
occurrences during the reconciliation period when items and services purchased or contracted for failed to meet quality and 
contract specifications. 
 
c.  As there were no occurrences during the reconciliation period when items and services purchased or contracted for failed 
to meet quality and contract specifications, no documentation exists.  
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