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ORDER 

  
By the Commission:  
  
Introduction  
  

On January 9, 2013, the Illinois Commerce Commission (“Commission”) entered 
an Order Commencing Reconciliation Proceedings, which directed North Shore Gas 
Company (“North Shore” or “Respondent” or “Company”) to present evidence in this 
docket at a public hearing to show the reconciliation of revenues arising under its Rider 
11, Adjustment for Incremental Costs of Environmental Activities, of Respondent’s 
Schedule of Rates and the actual costs prudently incurred and recoverable under Rider 
11 for the twelve months ended December 31, 2012, Respondent’s fiscal year 2012.  
  

Pursuant to notice duly given as required by law and by the rules and regulations 
of the Commission, an evidentiary hearing was held before a duly authorized 
Administrative Law Judge (“ALJ”) of the Commission at its offices in Chicago, Illinois, on 
November 21, 2013.  Respondent and Commission Staff (“Staff”) entered appearances.  
Respondent presented pre-filed sworn testimony of Mr. Brian Bartoszek, Manager of 
Remediation and Solid Waste for Integrys Business Support, LLC, North Shore’s affiliate 
service provider. Staff presented pre-filed sworn testimony of Mr. Richard W. Bridal II of 
the Commission’s Accounting Department, Financial Analysis Division.  The record was 
subsequently marked “Heard and Taken”.  
  

At the conclusion of the hearing, the parties advised the ALJ that they had 
resolved all matters in controversy and did not file briefs and requested leave to file a 
Draft Order for the ALJ’s consideration.  The ALJ granted the request.  
  

The record contains a detailed description and review of Respondent’s practices 
and procedures for reconciling the revenues collected under Rider 11 with the actual 
costs recoverable under Rider 11 during the reconciliation period.  All participants were 
afforded the opportunity to cross-examine all witnesses and to offer evidence with 
respect to all issues in this proceeding.  
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North Shore Gas’ Position  
  

Mr. Bartoszek testified regarding the activities giving rise to the costs recorded by 
North Shore under its Rider 11 during fiscal year 2012. The costs that North Shore 
recovers through Rider 11 are costs incurred in complying with environmental laws and 
regulations. He stated that the costs of compliance relate principally to manufactured 
gas operations formerly conducted by North Shore and its corporate predecessors and 
affiliates.  
  

Mr. Bartoszek explained that it is the Company’s policy to comply fully with 
environmental laws and regulations and to do so in a cost-effective manner. He 
maintained that Respondent is directing its efforts to controlling the costs North Shore 
incurs, both as to amount and timing. He opined that the most effective way for 
Respondent to control costs is to be actively involved in determinations regarding the 
timing, choice and scope of environmental activities.  
  

Mr. Bartoszek contended that the former manufactured gas operations were 
conducted in accordance with industry standard practices at the time, and the 
Respondent has found no indication that its manufactured gas operations violated any 
laws in existence at the time; the compliance requirements that are now creating costs 
for Respondent arise from laws and regulations which became effective after 
Respondent had ceased all manufactured gas operations.  
  

Mr. Bartoszek next explained that costs arise from a variety of activities in dealing 
with former manufactured gas operations. Mr. Bartoszek opined that all these activities 
require highly technical and specialized expertise from a variety of sources. The major 
sources include environmental engineers and consultants, laboratory and testing 
services, legal services, and contractors who perform fieldwork during investigative and 
remedial phases.  
  

Mr. Bartoszek also explained that on February 26, 1999, the Commission, in 
Docket R-18957, granted North Shore’s Request for Special Permission to revise Rider 
11 to add provisions relating to establishment of a settlement fund to identify and track 
the amounts arising from settlements with insurance carriers or other entities that are 
available to pay costs otherwise recoverable under Rider 11 (the “Settlement Fund”). 
Beginning with incremental costs incurred in December 1998, 50% of such costs are 
recovered through the Settlement Fund and 50% through Rider 11.  
  

Additionally, Mr. Bartoszek sponsored Respondent’s Exhibits 1, 2 and 3. 
Respondent’s Exhibit 1 was filed with the Commission pursuant to its Order dated 
November 8, 1991 in Docket No. 91-0010 and Section D of Rider 11 of the Company’s 
Schedule of Rates. Respondent’s Exhibit 1 details the incremental costs of 
environmental activities that Respondent incurred for the quarter ended December 31, 
2012, fiscal year 2012 and cumulative through December 31, 2012. As required by Rider 
11, Respondent also filed in Respondent’s Exhibit 1 its certification by North Shore’s 
independent public accountants, Deloitte and Touche, LLP dated March 8, 2013.  
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Respondent’s Exhibit 1 includes a Statement of Activity in Account 182.3, Other 

Regulatory Assets, Quarter Ended December 31, 2012, Fiscal Year 2012 and 
Cumulative Through December 31, 2012.  (Resp. Ex. 1 at 5.) Line 1 of Column C shows 
that Respondent had a balance at the beginning of Fiscal Year 2012 in the deferred 
account of ($2,296,949.78), which represents costs incurred prior to Fiscal Year 2012.  
Line 4 of Column C represents debits (increases) to the deferred account for incremental 
costs of $808,788.72 which were incurred during Fiscal Year 2012. Line 7 of Column C 
represents the amount of $(469,884.76) to the deferred account for amounts recovered 
from ratepayers during Fiscal Year 2012 through operation of Rider 11. Line 10 of 
Column C shows credits (decreases) of $8,717.73 to the deferred account for amounts 
recovered through the Settlement Fund. Line 17 of Column C represents the Fiscal 2012 
year-end balance in the deferred account of negative ($1,026,994.03). This negative 
balance will remain in the account until offset by future environmental costs incurred by 
the Company or until refunded through rates.   

 
Column D of Exhibit 1, details the cumulative totals of incremental costs of 

environmental activities incurred and costs recovered through rates by Respondent as of 
December 31, 2012. Line 5 of Column D shows cumulative incremental costs incurred 
as of December 31, 2012, totals $49,778,040.41. Line 7 of Column D shows that 
cumulative costs recovered through rates as of December 31, 2012 totals 
$42,459,646.23. Line 11 of Column D shows the Cumulative Recovery through the 
Settlement Fund as of December 31, 2012 of $8,348,801.71.  Lastly, line 16 of Column 
D shows an adjustment (addition) of $3,413.50 to the Settlement Fund to reflect a 
correction to the November, 2006 Deferred Account filing.  
  

Respondent’s Exhibit 1 also contains a Summary of Incremental Costs Quarter 
Ended December 31, 2012, Fiscal Year 2012, and Cumulative Through December 31, 
2012. (Resp. Ex. 1 at 7.) Column D shows the Fiscal Year 2012 a cost of $808,788.72 
broken down by site or by other category for those costs not attributed to a specific site. 
The record contains a detailed explanation of all such costs for Fiscal Year 2012. The 
negative cost of clean-up of ($175,647.85) is related to the Waukegan Coke, as shown 
in Exhibit 1 (Id.) relating to a reimbursement from a consent decree entered into by 
General Motors, General Motor’s bankruptcy trustee, the Company and USEPA from a 
surety bond posted by General Motors.   
  

Mr. Bartoszek also sponsored Respondent’s Exhibit 2. Exhibit 2 shows North 
Shore’s cumulative Rider 11 recoveries by customer class since the inception of Rider 
11. North Shore provided the data in Exhibit 2 as directed by the Commission in the 
initiating Order commencing the proceedings.    
  

Lastly, Mr. Bartoszek sponsored Respondent’s Exhibit 3, consisting of a status 
report for all properties for which purchase costs were previously recovered through 
operation of Rider 11.  Exhibit 3 was created and filed with Respondent’s Direct 
Testimony pursuant to the Order entered by the Commission in the reconciliation 
proceeding for Fiscal Year 2005, Docket No. 06-0211.  
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In response to testimony from Staff witness Mr. Bridal, the Company offered pre-
filed Rebuttal Testimony of Mr. Bartoszek, marked as Respondent’s Exhibit B. Mr. 
Bartoszek testified that in response to Mr. Bridal’s request, North Shore was filing its 
responses to Staff Data Requests SDR-001 through SDR-022.  North Shore’s responses 
to SDR-001 through SDR-022 are marked as Respondent’s Exhibit C and consist of 
information relating to North Shore’s clean-up goals and activities, purchasing and 
contracting and review and quality control processes.  
 

Mr. Bartoszek also sponsored Respondent’s Exhibit D consisting of Mr. 
Bartoszek’s affidavit attesting to his sponsorship and oversight over the preparation of 
Respondent’s Exhibits A, 1, 2, 3, B and C.    
 
Staff’s Position  
 

Mr. Bridal testified that he had reviewed the Company’s December 2012 Rider 11 
Report to the Commission, marked as Respondent’s Exhibit 1, and analyzed the 
underlying data. Specifically he stated that he reviewed the following actions by North 
Shore under Rider 11: the incremental costs incurred and the recoveries collected by the 
Company under its Rider 11, “Adjustment for Incremental Costs of Environmental 
Activities.”   

 
Mr. Bridal further testified that he reviewed the prudence of all incremental costs 

for environmental activities incurred by North Shore during the twelve-month period 
ended December 31, 2012. Mr. Bridal testified that in the Order on Rehearing for Docket 
No. 90-0127, the Commission adopted four standards to review the prudence of 
expenditures for environmental activities. (Central Illinois Light Company, Docket No. 90-
0127, Order on Rehearing at 25-26 (August 2, 1991)). The Commission affirmed the 
same four standards in the Order for Docket Nos. 91-0080 through 91-0095 (Cons.), 
(Order at 78-81 (September 30, 1992)). Mr. Bridal concluded that during the year ended 
December 31, 2012, North Shore incurred incremental costs of $808,788.72; that the 
total amount that North Shore collected from its rate payers through its Rider 11 was a 
negative ($469,884.76); that North Shore did not collect any funds from Potentially 
Responsible Parties (“PRPs”); and that North Shore collected $8,717.73 from insurance 
recoveries.   
  

Mr. Bridal based his evaluation of the Company’s deferred incremental costs for 
environmental activities on these four prudence standards established by the 
Commission:  
 

(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) Facts and knowledge the Company knew or reasonably should have 
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known at the time the expenditures were made.  
 
Based on the above listed standards of prudence, Mr. Bridal found no reason to object to 
the Company’s reconciliation of coal tar revenues collected under coal tar revenue factor 
with the actual cost of coal tar clean up expenditures.  Mr. Bridal did not recommend any 
adjustments to the Company’s Rider 11 Report to the Commission for Fiscal Year 2012. 
Mr. Bridal further recommended that the Commission adopt the Company’s 
reconciliation reflecting total over-recoveries at December 31, 2012 to be $1,026,994.03 
as reflected on Staff Exhibit 1.0, Schedule 1.01, Line 9, Column (d).   

  
Commission Analysis and Conclusions  
 

The record herein contains a detailed description and review of Respondent’s 
environmental activities conducted during fiscal year 2012, as well as a detailed 
description of the incremental costs that were incurred by Respondent in association 
with those activities. All of the parties were afforded the opportunity to conduct 
discovery, cross-examine all witnesses, and to present any evidence with respect to any 
issue in this proceeding. Staff conducted a thorough review of Respondent’s Exhibits 
and analyzed the work papers and supporting data relied upon by Respondent.  
  

The Commission concludes that Staff utilized the appropriate standards adopted 
by the Commission to review the prudence of expenditures for environmental activities. 
The Commission, therefore, concurs with Staff and finds that Respondent’s expenditures 
for environmental activities during the period of January 1, 2012, through December 31, 
2012, in the amount of $808,788.72, including carrying costs, were reasonable and 
prudent.  
  
Findings and Ordering Paragraphs  
 

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) North Shore Gas Company is a corporation engaged in the 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 Respondent and of the subject matter 

of this proceeding;  
 
(3) the statements of facts 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) the evidence shows that Respondent acted reasonably and prudently in 

incurring costs in connection with environmental activities as is defined in 
its Rider 11;  
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(5) for fiscal year 2012, Respondent has reconciled satisfactorily the revenue 
collected under its Rider 11 with prudently incurred costs in connection 
with its environmental activities conducted during this period;  

 
(6) through December 31, 2012, Respondent has incurred a cumulative total 

of $49,778,040.41 including carrying charges and has recovered a 
cumulative total of $42,459,646.23 through rates and $8,348,801.71 
through the Settlement Fund plus settlement fund adjustments to 
incremental costs of $3,413.50, resulting in a balance of ($1,026,994.03) at 
December 31, 2012; and  

 
(7) all Motions, Petitions, Objections or other matters in this proceeding which 

remain undisposed of should be disposed of consistent with the conclusion 
herein.  

 
IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 

reconciliation, submitted by North Shore Gas Company and set forth in the Appendix to 
this Order, of the revenue collected under its Rider 11 with prudently incurred costs in 
connection with environmental activities for the reconciliation period beginning January 
1, 2012 and ending December 31, 2012, be, and is hereby, approved.  
  

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 20th day of February, 2014. 
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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