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I. PROCEDURAL HISTORY 

On September 19, 2013, The Peoples Gas Light and Coke Company ( “Peoples 
Gas” or “Company”) filed a Petition requesting the Commission to initiate a proceeding 
under Section 9-220.3 of the Public Utilities Act (“Act”) to approve a tariff “for a 
surcharge which adjusts rates and charges to provide for recovery of costs associated 
with investments in qualifying infrastructure plant, independent of any other matters 
related to the utility’s revenue requirement.”  220 ILCS 5/9-220.3(a)(1).   

Pursuant to notice given, as required by law and by the Commission’s rules and 
regulations, a pre-hearing conference was held at the Commission’s office in Chicago, 
Illinois, on October 7, 2013, and an evidentiary hearing was held at the Commission’s 
offices in Chicago, Illinois, on November 14, 2013.  Peoples Gas and the Commission’s 
Staff (“Staff”) entered appearances.  There were no interveners.  Peoples Gas 
presented the direct and rebuttal testimony of Debra E. Egelhoff, Manager, Gas 
Regulatory Policy (PGL Exs. 1.0, 1.1, 1.2, 3.0, and 3.1), and the direct testimony of 
David J. Lazzaro, General Manager, District Field Operations (PGL Exs. 2.0, 2.1, 2.2, 
2.3, and 2.4), and all the exhibits were admitted by affidavit (PGL Exs. 2.5 and 3.2).  
Staff presented the direct testimony of Steven R. Knepler, Supervisor in the Accounting 
Department of the Financial Analysis Division (ICC Staff Ex. 1.0 with Attachments A and B), 
and Brett Seagle, Gas Engineer in the Energy Engineering Program of the Safety and 
Reliability Division (ICC Staff Ex. 2.0), and all the exhibits were admitted by affidavit (ICC 
Staff Exs. 3.0 and 4.0.  The record was marked “Heard and Taken” on November 14, 
2013.  There were no contested issues at the completion of the hearing, and the parties 
agreed to file a Draft Order.  On December 11, 2013, Peoples Gas filed a Draft Order 
that had been previously reviewed by Staff, and to which Staff did not object, for the 
Administrative Law Judge’s consideration.  
II.  PEOPLES GAS’ POSITION  
 Peoples Gas witness Ms. Egelhoff explained that Public Act 98-0057 added 
Section 9-220.3 to the Act and authorizes some Illinois gas utilities, including Peoples 
Gas, to file a tariff for a surcharge that adjusts rates and charges to provide for recovery 
of costs associated with Qualifying Infrastructure Plant investments.  The Commission 
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adopted Emergency Rules, codified at 83 Illinois Administrative Code Part 556 (“Part 
556”), to implement Section 9-220.3.  Ms. Egelhoff sponsored Peoples Gas’ proposed 
tariff, Rider QIP, Qualifying Infrastructure Plant.  Ms. Egelhoff stated that her testimony 
provides the Commission with information to determine that Rider QIP complies with 
Section 9-220.3 of the Act, as described in Section 556.70(d) of the Commission’s rules.  
She noted that Permanent Rules were before the Commission and, should the resulting 
Permanent Rules differ from the Emergency Rules and require changes to proposed 
Rider QIP, Peoples Gas would need to address those changes.  PGL Ex. 1.0, 3-4. 
 She described, section-by-section, the structure of proposed Rider QIP (PGL Ex. 
1.1) and why the tariff was consistent with Section 9-220.3 and the Commission’s rules.  
Proposed Rider QIP generally follows the structure of Peoples Gas’ other cost recovery 
riders and Part 556.  Ms. Egelhoff stated that, in form, but not substance, proposed 
Rider QIP varies from the Emergency Rules to maintain consistency of syntax and style 
with Peoples Gas’ other approved tariff provisions.  For example, Ms. Egelhoff stated 
that Peoples Gas included additional definitions to supplement the definitions in Section 
556.10 of the Commission’s rules and excluded definitions found in Section 556.10 for 
terms that are not used in the rider.  In addition, she explained that Peoples Gas will 
need to make changes to its bill format in the Terms and Conditions of Service and the 
Table of Contents to include Rider QIP.  Also, Peoples Gas will need to revise Section B 
of Rider UEA, Uncollectible Expense Adjustment, to reflect the inclusion of Rider QIP as 
a rider for delivery service in the determination of the monthly Rider UEA adjustment 
amounts.  PGL Ex. 1.0, 4-10. 
 Peoples Gas witness Mr. Lazzaro explained that Peoples Gas expects to recover 
costs under five of the seven qualifying infrastructure plant (“QIP”) categories.  One 
category does not apply to Peoples Gas, as Peoples Gas is not a combination gas and 
electric utility.  The five categories include the installation of facilities to retire cast 
iron/ductile iron (“CI/DI”) gas distribution facilities; the relocation of gas meters from 
inside customers’ facilities to outside; the upgrading of the gas distribution system from 
a low-pressure system to a medium-pressure system, which includes high-pressure 
facilities to support the upgrade; the replacement of high-pressure transmission 
pipelines identified as higher risk of failure or those requiring replacement to establish 
records and maximum allowable operating pressures; and the installation of regulator 
stations to establish over-pressure protection.  Peoples Gas’ ongoing accelerated main 
replacement program (“AMRP”) includes the first three categories.  The AMRP is a 
long-term project under which Peoples Gas is replacing its predominantly CI/DI main 
system with cathodically protected steel and plastic main.  PGL Ex. 2.0, 3. 
 Mr. Lazzaro stated that, in the most recent five years, including 2013, Peoples 
Gas has had investment that would fit into all five categories.  Consistent with Section 
556.70(a) of the Commission’s rules, he provided certain historical data about QIP, 
based on projects that the utility plans to include in the QIP surcharge.  The 2013 data 
are a combination of actual data available at the time of filing and planned activity for 
the remainder of the year.  In addition, historical data are not available for the number of 
services installed and meters relocated in 2009 and 2010.  Mr. Lazzaro sponsored an 
exhibit (PGL Ex. 2.1) that shows the amount of work that Peoples Gas completed, by 
category, that could be considered QIP from 2009 through 2013.  PGL Ex. 2.0, 4-5.   
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 He stated that 2014 is the initial year of investment for which Peoples Gas will file 
for cost recovery under Rider QIP.  An exhibit (PGL Ex. 2.2) shows the proposed work 
associated with the 2014 investment for which costs would be recoverable under Rider 
QIP.  Another exhibit (PGL Ex. 2.3) shows the proposed level of work associated with 
Rider QIP investment for 2015 and 2016 (also see PGL Ex. 2.4).  Mr. Lazzaro explained 
that, for both the initial year and the two subsequent years, the Commission’s rule calls 
for Peoples Gas to prioritize certain QIP investment in the manner prescribed in Section 
9-220.3.  The priorities are:  “integral to a general government public facilities 
improvement program” or “ranked in the highest risk categories in the utility’s most 
recent Distribution Integrity Management Plan where removal or replacement is the 
remedial measure.”  220 ILCS 5/9-220.3(b).  Peoples Gas implements AMRP through a 
Five-Year Plan, which, in addition to safety factors, works to leverage governmental 
public improvement programs when possible to achieve the AMRP goals.  Peoples Gas 
updates the Five-Year Plan every year and reviews newly proposed governmental 
public improvement projects for synergies that would help lower costs and minimize 
disruptions to businesses and residents.  Mr. Lazzaro explained that a Distribution 
Integrity Management Plan (“DIMP”) documents an overall approach by a pipeline 
operator, like Peoples Gas, to ensure the integrity of its gas distribution system.  
Specific elements include identifying threats that may adversely affect pipeline integrity.  
These threats include corrosion/graphitization of CI/DI main, excavation damage, 
outside force damage, and mechanical coupling failures.  PGL Ex. 2.0, 5-10.   
 Mr. Lazzaro explained that Peoples Gas’ DIMP identifies some of these threats 
through the use of data from leak history, corrosion control, and maintenance history 
records.  It also relates to the overall integrity of the distribution system.  The priority is 
to increase system safety by minimizing risk.  The most recent DIMP identifies the three 
highest risks to system integrity as:  (1) excavation damage, (2) damage by natural 
forces on CI/DI pipe, and (3) corrosion on CI/DI pipe.  Mr. Lazzaro stated that Peoples 
Gas’ AMRP directly addresses the second and third highest risk categories by replacing 
the high risk pipe.  The installation of new distribution piping in less congested areas, 
such as parkways, will reduce the risk due to excavation damage.  PGL Ex. 2.0, 10-11. 
 Mr. Lazzaro stated that the planned activity shows a change in the rate of QIP 
investment categories.  In 2009 and 2010, the level of capital investment for main 
replacement was significantly curtailed in response to the late 2008 financial crisis and 
the continuing economic uncertainty.  In 2010, the Commission approved a rider (Rider 
ICR) that allowed Peoples Gas to recover incremental costs of accelerating its CI/DI 
main replacement program.  That led to an increase in the capital investment and the 
start of AMRP in 2011, and the miles of gas distribution main installed under AMRP has 
increased from 2011 through 2013.  Going forward, Mr. Lazzaro stated that the total 
capital investment will be managed in a manner to increase the overall safety and 
reliability of the transmission and distribution systems as well as supporting 
governmental public improvement projects.  PGL Ex. 2.0, 11. 
 With respect to governmental public improvement projects, Mr. Lazzaro 
explained that the City of Chicago has recently undertaken a major water and sewer 
upgrade project.  This project is placing a larger capital burden on the operators of all 
other buried infrastructure, especially Peoples Gas, and is taking a growing percentage 
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of Peoples Gas’ total capital investment.  He stated that uncertainty about the locations 
and timing of future City projects will affect Peoples Gas’ planned AMRP investments.  
PGL Ex. 2.0, 11-12. 
 Mr. Lazzaro concluded that Peoples Gas’ proposed investment during the initial 
year and the two subsequent years falls within one or more of the defined categories of 
QIP.  These are investments that are not in the ordinary course of business and will 
significantly exceed the baseline amount of investment.  The investment is aligned with 
the language in Section 9-220.3 that the General Assembly has identified for improved 
public safety and reliability as cornerstones of the new law.  PGL Ex. 2.0, 12. 
III.  STAFF’S POSITION  

Staff witness Mr. Knepler provided recommendations on Peoples Gas’ proposed 
tariff.  He explained that the Commission initiated a rulemaking proceeding, Docket No. 
13-0458, on July 31, 2013, and adopted 83 Ill. Adm. Code 556, Qualifying Infrastructure 
Plant Surcharge (“Part 556”), as an emergency rule on July 31, 2013, in compliance 
with Section 9-220.3(a)(2) of the Act.  The Order authorizing the Second Notice was 
entered on October 23, 2013.  He stated that it is expected that permanent rules will be 
effective before the end of the calendar year 2013.  ICC Staff Ex. 1.0, 2. 

Mr. Knepler stated that Staff provided Peoples Gas with certain suggested 
language revisions to its Rider QIP proposal in Staff Data Requests.  Peoples Gas 
accepted many of the proposed changes.  Mr. Knepler included a Peoples Gas 
response with the changes as an attachment to his testimony.  He then explained that 
he proposed additional language revisions reflected in a second attachment to his 
testimony.  These language revisions to Peoples Gas’ Rider QIP included language 
from Section 9-220.3 of the Act or Part 556 that Peoples Gas did not think necessary to 
include in the tariff.  He proposed that the tariff be a more complete format that replaces 
references to Part 556 and Section 9-220.3 with the language from those provisions.  
Mr. Knepler explained that having the language from the rule and the Act incorporated 
into the tariff language, rather than references to the rule and the Act in the tariff 
language, would provide for a more transparent understanding of the requirements of 
Rider QIP.  Parties with a vested interest in understanding the terms of Rider QIP can 
rely on the tariffs without also having to refer to Section 9-220.3 of the Act and Part 556.  
He also stated that having the provisions of Rider QIP in one document will facilitate 
Staff’s and other parties’ review and administration of the Rider QIP charge and will 
enable customers to have a better understanding of the consequences of Peoples Gas’ 
investment in infrastructure improvements.  ICC Staff Ex. 1.0, 3. 

Specifically, Mr. Knepler recommended: 
1.  Section B - Definitions:  Include the definition of “Difficult to locate main” as 
defined in Section 556.10;  
2.  Section B - Definitions:  Include the definition of “Difficult to locate service 
pipe” as defined in Section 556.10;  
3.  Section D(4): Qualifying Infrastructure Plant, or QIP:  Include the description 
of the types of investment that qualify as QIP as set forth in Section 556.40(a) 
and in Section 9-220.3(b)(1) though (7) of the Act; 
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4.  Section D(5) – Qualifying Infrastructure Plant, or QIP:  Include the description 
of the investment priority process as set forth in Section 556.40(b) and in Section 
9-220.3(b) of the Act;  
5.  Section H(d)(4) – Annual Reconciliation:  Include the description of the 
calculation of the information Peoples Gas must present with the annual 
reconciliation schedules as provided in Section 556.100(d)(4); and  
6.  Section J – Annual QIP Plan Update:  Include the description of information to 
be included in each annual QIP plan update as required by Section 556.130.  

ICC Staff Ex. 1.0, 4. 
Staff witness Mr. Seagle explained that Section 9-220.3 authorizes the 

Commission to issue an order approving, or approving with modification, 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.  He then explained 
that Part 556 contains the administrative rules implementing Section 9-220.3 of the Act.  
More specifically, Part 556 contains rules that establish standards and conditions a 
utility must use in developing its proposed QIP surcharge tariffs.  ICC Staff Ex. 2.0, 2-3.  

Mr. Seagle reviewed Peoples Gas’ petition and accompanying direct testimony 
from an Engineering perspective to determine whether the Company provided the 
information required by Section 9-220.3 of the Act and Part 556, Section 556.70.  He 
recommended no changes to the tariff and found that Peoples Gas met the required 
informational requirements of Section 556.70.  ICC Staff Ex. 2.0, 3. 

Mr. Seagle quoted the requirements of Part 556, Subsection 556.70(a), (b), and 
(c).  He then explained that his non-legal understanding of this Subsection is that the 
Company must provide the required documentation for the Commission to determine 
whether modifications are necessary in the proposed tariff.  ICC Staff Ex. 2.0, 3-4. 

He stated that Qualifying Infrastructure Plant, as defined in Part 556, Section 
556.10, “Qualifying infrastructure plant” or “QIP” is the qualifying infrastructure plant 
eligible to be recovered through the QIP surcharge as described in Section 556.40 of 
this Part. It includes only plant additions placed in service not reflected in the rate base 
used to establish the utility's delivery base rates.  Mr. Seagle stated that, from an 
Engineering perspective, the plant additions Peoples Gas is proposing to include as QIP 
meet the definition described in Section 556.40.  ICC Staff Ex. 2.0, 5.  Specifically, 
Peoples Gas plans to include projects under the following categories in the proposed 
Rider QIP:  

1.  The installation of facilities to retire cast iron/ductile iron (“CI/DI”) gas 
distribution facilities;  
2.  The relocation of gas meters from inside customer’s facilities to outside;  
3.  The upgrading of the gas distribution system from a low-pressure system to a 
medium-pressure system which includes high-pressure facilities to support the 
upgrade;  
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4.  The replacement of high-pressure transmission pipelines identified as higher 
risk of failure or those requiring replacement to establish records and maximum 
allowable operating pressures; and  
5.  The installation of regulator stations to establish over-pressure protection.   

Further, Peoples Gas’ ongoing accelerated main replacement program (“AMRP”) 
includes the first three categories.  The AMRP is a long-term project under which 
Peoples Gas is replacing its predominantly CI/DI main system with cathodically 
protected steel and plastic main.  ICC Staff Ex. 2.0, 5-6.  

He explained that he reviewed the Company’s petition and the direct testimony of 
Peoples Gas’ witnesses Ms. Egelhoff and Mr. Lazzaro to determine whether he would 
have any recommendations for modification of Peoples Gas’ proposed tariff.  ICC Staff 
Ex. 2.0, 6. 

Mr. Seagle then explained that Subsection 556.70(a) requires a utility seeking 
Rider QIP treatment to provide five years of certain historical data regarding the 
proposed rider, based on projects that the utility plans to include in Rider QIP.  He 
stated that Mr. Lazzaro provided historical data for the five categories listed above that 
he identified as project costs Peoples Gas expects to recover through the proposed 
Rider QIP.  He explained that the Company provided some estimated data to meet the 
requirements in Subpart 556.70(a).  ICC Staff Ex. 2.0, 6-7. 

Mr. Seagle stated that Subsection 556.70(b) requires that the Company provide 
a specific plan for the initial year of QIP investment, and that the Company provide a 
schedule with an explanation of the prioritization of the qualified infrastructure 
investment and provide the rationale for the investments to be included in the proposed 
Rider QIP.  He stated that, to meet this requirement, Mr. Lazzaro provided a summary 
of Peoples Gas’ plan, and Mr. Seagle described Mr. Lazzaro’s testimony on this point.  
Finally, he stated that Mr. Lazzaro provided an estimate of QIP investment for the two 
years after the initial year, i.e., 2015 and 2016.  ICC Staff Ex. 2.0, 7-8.  

Mr. Seagle then explained that Subsection 556.70(c) requires the Company to 
provide an explanation for the proposed rate of replacement identified in Section 
556.70(b) and specific data to justify the replacement rate for each of the categories of 
investment provided for in Sections 9-220.3(b)(1) through (b)(7) of the Act.  He 
described the information the Company provided to meet this requirement.  
Specifically, he explained that the Company said a number of factors are considered 
regarding the proposed replacement rate of underground facilities.  First, the Company 
considers governmental public facilities improvement projects, i.e., water and sewer 
improvement projects.  Further, the Company considers the specific threats addressed 
in Peoples Gas’ Distribution Integrity Management Plan, which documents an overall 
approach by a pipeline operator to ensure the integrity of its gas distribution system. 
Finally, the Company explains the variances in the replacement rates compared to 
historical replacement rates.  ICC Staff Ex. 2.0, 8-9.  

Mr. Seagle concluded that, from an Engineering perspective, Peoples Gas 
provided the necessary information required by Subsections 556.70(a), (b), and (c).  
ICC Staff Ex. 2.0, 9. 
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IV.  PEOPLES GAS’ RESPONSE 
Peoples Gas witness Ms. Egelhoff stated that Peoples Gas concurred with Mr. 

Seagle’s conclusions and had no comments on his discussion.  In response to Mr. 
Knepler, she stated that, with a few exceptions, Peoples Gas accepted all of Staff’s 
proposed tariff changes.  Ms. Egelhoff explained that, for consistency with the rest of 
the rider and Peoples Gas’ Schedule of Rates generally, she changed references from 
“the utility” to “the Company.”  Second, the Staff proposal included what appeared to be 
a typographical error that she deleted.  Finally, she clarified a reference to the 
Commission’s rules.  PGL Ex. 3.0.  She provided an exhibit that represents the version 
of Rider QIP that Peoples Gas requests the Commission to approve in this proceeding.  
PGL Ex. 3.1. 
V. FINDINGS AND CONCLUSIONS  

There are no issues between the parties for the Commission to resolve in this 
proceeding.  Accordingly, based on the record herein, the Commission concludes that 
Peoples Gas’ proposed Rider QIP, as revised in response to Staff comments, is 
consistent with Section 9-220.3 of the Act and the Commission’s rules.  Rider QIP, as 
shown in Attachment A of this Order, is hereby approved. 

The Commission, having given due consideration to the entire record and being 
fully advised in the premises, is of the opinion and finds that:  

 
(1) The Peoples Gas Light and Coke Company is a corporation engaged in the 

sale and distribution of natural gas in Illinois and, as such, is a public utility 
within the meaning of the Public Utilities Act;  

(2) the Commission has jurisdiction over Peoples Gas and the subject matter of 
this proceeding;  

(3) the statements of fact set forth in the prefatory portion of this Order are 
supported by the evidence and the record and are hereby adopted as findings 
of fact;  

(4) Peoples Gas’ proposed Rider QIP, as revised, is consistent with the 
requirements of Section 9-220.3 of the Act and Part 556 of the Commission’s 
rules;  

(5) Peoples Gas’ proposed changes to the Terms and Conditions of Service, 
Table of Contents and Rider UEA of its tariff are reasonable and appropriate 
to address the addition of the new rider; 

(6)  Rider QIP will take effect on the first day of the calendar year in which the 
Commission issues this Order; and 

(7) all motions, petitions, objections or other matters in this proceeding that 
remain undisposed of should be disposed of consistent with the conclusions 
herein.    

IT IS THEREFORE ORDERED that Rider QIP, as modified by Staff and Peoples 
Gas, and all other related, unopposed tariff changes, are approved. 
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IT IS FURTHER ORDERED that, as the Commission is requiring no 
modifications to the proposed rider, the rider will take effect on the first day of the 
calendar year in which the Commission issues this Order. 

IT IS FURTHER ORDERED that Peoples Gas file with the Commission:  Rider 
QIP, as set forth in Attachment A of this Order; the necessary changes to the bill format 
in the Terms and Conditions of Service and the Table of Contents to include Rider QIP; 
and revisions to Section B of Rider UEA, Uncollectible Expense Adjustment, to include 
Rider QIP as a rider for delivery service in the determination of the monthly Rider UEA 
adjustment amounts.  

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

 
By Order of the Commission this ___ day of January, 2014.  

 
 
(SIGNED)  DOUGLAS P. SCOTT 

Chairman 
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