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North Shore Gas Company 

February 26, 2014 

 

SUPPLEMENTAL STATEMENT 

NATURAL GAS 

ILL. C.C. NO. 17  

 

________________________________________ 

 

Filed with the Illinois Commerce Commission on February 26, 2014 

North Shore Gas Company (“North Shore” or “NS”), for the reasons discussed 

briefly below and shown in its submissions, proposes an increase in its rates for gas 

distribution service.  The total amount of the requested revenue increase (the revenue 

deficiency) is $7,135,000. 

The Illinois Commerce Commission (“Commission”) last granted North Shore a 

rate increase that took effect in June 2013, with additional changes resulting from 

rehearing taking effect in January 2014 in Docket Nos. 12-0511/12-0512 (cons.) (“2012 

Rate Case”).  That rate filing was based on a future test year of calendar year 2013.  

This rate filing is based on a future test year of calendar year 2015, for rates that are 

expected to be effective in January 2015.  The changes that have occurred are 

attributable to several factors.   

First, Production / Distribution / Transmission Expenses reflect increased costs 

primarily due to increased supervision, a general wage increase, and inflation.   
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Second, System Investment, which represents the return on and of capital 

invested since the 2012 Rate Case, has increased due to North Shore’s ongoing 

significant investments in its distribution system.   

Third, Loss in Revenues Under Existing Rates reflects the loss in revenues under 

existing rates primarily due to lower projected throughput volumes. 

Fourth, Cost of Capital represents the increased overall costs of debt and 

common equity for North Shore since the 2012 Rate Case.  The overall cost of capital is 

the required return on North Shore’s investment (net of accumulated depreciation) in its 

utility assets.  In order to attract capital for new investments, existing investors must 

receive an adequate return on their investment.  

Fifth, Customer Accounts and Customer Service represents a decrease in the 

three-year average net write off for uncollectible expense and a shift of the depreciation 

and return on the Customer system from Customer Accounts to Administrative and 

General. 

Sixth, Other Administrative and General Expenses and Taxes Other Than 

Income Taxes reflect the disallowance of incentive and non-union wage costs in the 

2012 Rate Case, a net decrease in amortization of rate case expenses, increased 

billings from Integrys Business Support, LLC (“IBS”), and higher invested capital tax. 

Without the requested distribution rate relief, North Shore would earn a return on 

common equity of only 8.06% in the 2015 test year, compared to the 9.28% approved in 

its 2012 Rate Case and its actual current cost of equity of 10.25%.   
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SUMMARY OF PREPARED DIRECT TESTIMONY 

IN SUPPORT OF NORTH SHORE’S FILING 

The testimonies of witnesses from within North Shore and its affiliates as well as 

independent experts support North Shore’s filed tariffs.  The testimonies submitted with 

the filing are as follows: 

 Dennis M. Derricks, Assistant Vice President - Regulatory Affairs, IBS (NS 

Ex. 1.0), provides an overview of the reasons North Shore finds it necessary to request 

a rate increase at this time.   

 Lisa J. Gast, Manager, Financial Planning and Analysis for IBS (NS Ex. 

2.0), addresses North Shore’s proposed capital structure, embedded cost of long-term 

debt, embedded cost of short-term debt, and overall cost of capital expressed as a rate 

of return on its rate base. 

 Paul R. Moul, Managing Consultant, P. Moul & Associates (NS Ex. 3.0), 

addresses the market cost of common equity for North Shore. 

 Kevin R. Kuse, Senior Load Forecaster, IBS (NS Ex. 4.0), addresses 

North Shore’s customer demand forecast and calculation of sales revenue based on 

that forecast. 

 Christine M. Gregor, Director, Operations Accounting, North Shore (NS 

Ex. 5.0), presents the operating income statement for the forecasted 2015 test year of 

North Shore.  She discusses the methodology used in the preparation of the operating 

income statement for the test year, uncollectible expense, depreciation expense, taxes 

other than income taxes, affiliate transaction costs, and income tax expense.  She also 

discusses variances in operating expenses from 2012 to the 2015 test year. 
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 Sharon Moy, Rate Case Consultant, IBS (NS Ex. 6.0), addresses the total 

cost of service (the revenue requirement) of North Shore, operating income and 

expenses, certain ratemaking adjustments to operating income and expenses, 

charitable contributions expense, rate case expense, and the Gross Revenue 

Conversion Factor. 

 John Hengtgen, Hengtgen Consulting, LLC (NS Ex. 7.0), addresses North 

Shore’s rate base, adjustments to rate base, and the cash working capital component of 

rate base. 

 Mark Kinzle, General Manager, District Field Operations, North Shore (NS 

Ex. 8.0), describes North Shore’s physical systems and operations and the manner in 

which it ensures capital expenditures are prudent and reasonable; describes its 

forecasted capital investments; addresses certain major additions to its rate base for 

2015; presents Schedule F-4 of North Shore’s submission, which relates to new major 

capital projects, under Part 285 of the ICC’s rules (83 Illinois Administrative Code Part 

285); discusses staffing; and discusses certain variances in operating expenses from 

2012 to the 2015 test year. 

 John Spanos, Senior Vice President of the Valuation and Rate Division, 

Gannett Fleming (NS Ex. 9.0), presents North Shore’s new depreciation study. 

 Noreen E. Cleary, Assistant Vice President, Total Compensation, Integrys 

(NS Ex. 10.0), discusses incentive compensation costs and overall non-union employee 

compensation costs. 

 John P. Stabile, Tax Director, IBS (NS Ex. 11.0), discusses deferred 

income taxes and net operating losses. 
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 Christine M. Hans, Manager, Benefits Accounting, IBS (NS Ex. 12.0), 

discusses employee benefits costs, including pension and other post-employment 

benefits costs and pension contributions and assets. 

 Tracy L. Kupsh, Director, Operations Accounting, IBS (NS Ex. 13.0), 

discusses costs billed to North Shore by IBS, which provides various services to North 

Shore. 

 Joylyn C. Hoffman Malueg, Rate Case Consultant, IBS (NS Ex. 14.0), 

describes North Shore’s embedded cost of service study for the 2015 test year that 

North Shore witness Ms. Debra Egelhoff uses in the proposed changes in the North 

Shore rate schedules and that Ms. Egelhoff addresses in her testimony. 

 Debra E. Egelhoff, Manager, Gas Regulatory Policy, IBS (NS Ex. 15.0), 

addresses and supports the proposed rate design for North Shore.  She also addresses 

and supports changes to the Schedule of Rates for Gas Service of North Shore. 

 Thomas L. Puracchio, Manager, Gas Storage, IBS (NS Ex. 16.0), supports 

the investment of North Shore in cushion gas. 

SCHEDULE OF RATES FOR GAS SERVICE 

North Shore filed proposed changes to its Schedule of Rates for Gas Service, 

ILL. C.C. No. 17, effecting a general increase in rates and revising other terms and 

conditions.  A complete list of the tariff sheets that have been revised is included in the 

letter of transmittal submitted with the filing of the tariffs in accordance with 83 Illinois 

Administrative Code Part 255. 
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CHANGES TO SERVICE CLASSIFICATIONS, 

RIDERS, AND TERMS AND CONDITIONS OF SERVICE 

The objectives of North Shore’s rate design are to (1) recover North Shore’s 

revenue requirement, (2) better align rates and revenues with underlying costs, (3) send 

the proper price signals, (4) provide more equity between and within rate classes,  

(5) reflect gradualism considering test year revenue requirements, and (6) address the 

Service Classification (“S.C.”) No. 2 distribution block structure and sizes.  North 

Shore’s principal proposed changes include the following: 

First, S.C. No. 1 will reflect an increase in the monthly customer charge for both 

non- heating customers and heating customers.  The distribution charge for non-heating 

and heating customers will decrease as a result of increasing fixed cost recovery 

through fixed charges.  This service classification will continue to be set at cost for both 

types of customers.  

Second, S.C. No. 2 will reflect increases in the monthly customer charge for all 

three meter classes.  The distribution charge, which currently reflects a declining three-

block rate structure, will change to a declining two-block rate structure.  This service 

classification will continue to be set at cost.  

Third, for S.C. No. 4 the monthly customer and demand charges will increase.  

The distribution charge will decrease as a result of increased fixed cost recovery 

through fixed charges.  This service classification will continue to be set at cost.   

Fourth, the storage banking charge and the storage service charge will increase 

under Rider SSC, Storage Service Charge.   
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Fifth, certain service reconnection charges and service activation charges will 

increase toward cost.  The Second Pulse Data Capability charge will decrease. 

Sixth, administrative charges related to North Shore’s large volume 

transportation programs will be adjusted to cost based on a current study and will 

continue to be recovered from the transportation customers or their alternative 

suppliers.  North Shore also proposes to update the Rider SBO, Supplier Bill Option 

Service, credit for Rider CFY, Choices For Yousm Transportation Service, suppliers 

based on a current study.  




