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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Dianna Hathhorn.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity?   6 

A. I am an Accountant in the Accounting Department of the Financial 7 

Analysis Division of the Illinois Commerce Commission (“Commission”). 8 

 9 

Q. What is the function of the Accounting Department of the Illinois 10 

Commerce Commission? 11 

A. The Accounting Department’s function is to monitor the financial condition 12 

of public utilities as part of the Commission’s responsibilities under Article 13 

IV of the Public Utilities Act (“Act”) and to provide accounting expertise on 14 

matters before the Commission. 15 

 16 

Q. Please describe your background and professional affiliation. 17 

A. I am a licensed Certified Public Accountant.  I earned a B.S. in Accounting 18 

from Illinois State University in 1993.  Prior to joining the Commission Staff 19 

(“Staff”) in 1998, I worked as an internal auditor for another Illinois state 20 

agency for approximately 3.5 years.  I also have 1.5 years experience in 21 

public accounting for a national firm. 22 
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Q. Have you previously testified before this Commission? 23 

A. Yes, I have. 24 

 25 

Q. What are your responsibilities in this case? 26 

A. I have been assigned to this case by the Manager of the Accounting 27 

Department of the Commission.  I am to review The Peoples Gas Light 28 

and Coke Company (“Peoples Gas”) and North Shore Gas Company 29 

(“North Shore”) (individually, the “Company” and collectively, the 30 

“Companies”) filings in this proceeding, analyze the underlying data and 31 

propose adjustments when appropriate. 32 

 33 

Purpose of Testimony 34 

Q. What is the purpose of your testimony in this proceeding? 35 

A. The purpose of my testimony is as follows:  36 

1.  to present the Staff adjusted operating statements and rate 37 

bases of the Companies;  38 

2.  to propose adjustments to the Companies’ operating statements 39 

and rate bases concerning revenues, collection agency fees, 40 

lobbying expenses, uncollectibles expenses, invested capital 41 

taxes, officer costs and director fees, penalties, and employee 42 

recreation expenses and   43 
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3.  to propose revisions to some of the Companies riders as 44 

discussed below. 45 

 46 

Q. Are you sponsoring any schedules as part of your direct testimony?  47 

A. Yes.  I prepared (or supervised the preparation of) the following schedules 48 

for the Companies, which show data as of, or for the test year ending, 49 

September 30, 2006: 50 

 51 

Revenue Requirement Schedules 52 

Schedules 1.1 P and N - Statement of Operating Income with 53 

Adjustments 54 

Schedules 1.2 P and N-  Adjustments to Operating Income 55 

Schedules 1.3 P and N-   Rate Base 56 

Schedules 1.4 P and N -   Adjustments to Rate Base 57 

Schedules 1.5 P and N-   Interest Synchronization Adjustment 58 

Schedules 1.6 P and N -   Gross Revenue Conversion Factor 59 

 60 

Adjustment Schedules 61 

Schedules 1.7 P and N- Adjustment to Remove Non-Base Rate 62 

Revenues and Expenses 63 

Schedules 1.8 P and N- Adjustment to Pro Forma Collection Agency 64 

Fees 65 

Schedules 1.9 P and N- Adjustment for Civic, Political and Related 66 

Activities Allocated from Parent 67 
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Schedules 1.10 P and N- Adjustment to Pre-Increase Uncollectibles 68 

Expense 69 

Schedules 1.11 P and N- Adjustment to Correct Invested Capital Tax 70 

Schedules 1.12 P and N- Adjustment to Allocation of PEC Officer Costs 71 
and Director Fees 72 

Schedules 1.13 P and N- Adjustment for Penalties Allocated from Parent 73 

Schedules 1.14 P and N- Adjustment for Employee Recreation Expenses 74 

Allocated from Parent 75 

 76 
Q. Please explain the P and N suffixes that appear with your schedule 77 

numbers. 78 

A. These suffixes indicate to which of the Companies a particular schedule 79 

applies. The P suffix identifies a schedule that applies to Peoples Gas, 80 

and the N suffix identifies a schedule that applies to North Shore. 81 

 82 

Attachments 83 

Q. Have you included any attachments as part of your direct testimony? 84 

A. Yes, I have included the following attachments: 85 

Attachment A  -  Qualifying Infrastructure Plant Surcharge 86 

Attachment B-    Staff Revised Uncollectibles Balancing Adjustment 87 

Attachment C-    Staff Revised Volume Balancing Adjustment 88 

Attachment D-    Staff Revised Energy Efficiency Program 89 

 90 
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Revenue Requirement Schedules  91 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.1 P and N, Statement 92 

of Operating Income with Adjustments. 93 

A. The schedules derive the required revenue for each Company with Staff’s 94 

proposed adjustments at the Staff proposed rate of return.  Column (b) 95 

presents each Company’s pro forma operating statement for the test year 96 

as reflected on the Company’s Schedule C-1.  Column (c) reflects the total 97 

of all Staff adjustments shown on ICC Staff Exhibit 1.0, Schedules 1.2 P 98 

and N.  Column (d) reflects the pro forma operating statement at present 99 

rates per Staff.  Column (e) presents the applicable Company’s proposed 100 

increase to revenue.  Column (f) adjusts revenue to reflect Staff’s gross 101 

revenue conversion factor.  Column (g) is Staff’s pro forma operating 102 

statement inclusive of the Company’s proposed revenue increase.  103 

Column (h) presents the necessary change to the applicable Company’s 104 

proposed revenues to arrive at Staff’s proposed revenue requirement as 105 

reflected in Column (i).  Net Operating Income in Column (i), line 24, is the 106 

product of Rate Base, line 25, and Rate of Return, line 26.  Column (i), line 107 

27 is the difference between current revenues and required revenues as 108 

determined by Staff.  Column (i), line 28, presents Staff’s calculated 109 

percentage change in revenues.   110 

 111 
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Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.2 P and N, 112 

Adjustments to Operating Income. 113 

A. These schedules identify Staff’s adjustment to Operating Income.  The 114 

source of each adjustment is shown in the heading of each column.  115 

Column (y) from page 3 of 3 is carried forward to ICC Staff Exhibit 1.0, 116 

Schedules 1.1 P and N, Column (c).  117 

 118 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.3 P and N, Rate Base. 119 

A. These schedules compile Staff’s rate base.  Column (b) reflects the 120 

applicable Company’s proposed rate base.  Column (c) summarizes 121 

Staff’s adjustments to rate base.  Column (d) is the net of Columns (b) and 122 

(c), and reflects Staff’s computed rate base. 123 

 124 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.4 P and N, 125 

Adjustments to Rate Base. 126 

A. Schedules 1.4 P and N identify Staff’s adjustments to rate base.  The 127 

source of each adjustment is shown in the heading of each column.  128 

Column (i) is carried forward to ICC Staff Exhibit 1.0, Schedules 1.3 P and 129 

N, Column (c).  130 

 131 

Interest Synchronization 132 
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Q. Please explain ICC Staff Exhibit 1.0, Schedules 1.5 P and N, Interest 133 

Synchronization Adjustment. 134 

A. Schedules 1.5 P and N compute the interest component of the revenue 135 

requirement.  The interest expense (component) is computed by 136 

multiplying the rate base by weighted cost of debt.  The calculated interest 137 

expense is then compared against the interest expense used by the 138 

Companies in their computation of test year income tax expense.  The tax 139 

effect of the difference in interest expense is the adjustment for interest 140 

synchronization.  The effect of this adjustment is to ensure that the 141 

revenue requirement reflects the tax savings generated by the interest 142 

component of the revenue requirement. 143 

  144 

Gross Revenue Conversion Factor 145 

Q. What is the purpose of ICC Staff Exhibit 1.0, Schedule 1.6 P and N, Gross 146 

Revenue Conversion Factor? 147 

A. Schedules 1.6 P and N present the gross revenue conversion factor 148 

(“GRCF”).  The GRCF is multiplied by the income deficiency to determine 149 

the total amount of revenue required for the income deficiency and the 150 

associated increase in income tax expense and uncollectible expense.   151 

 152 
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Adjustment to Remove Non-Base Rate Revenues and Expenses 153 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.7 P and N, Adjustment 154 

to Remove Non-Base Rate Revenues and Expenses. 155 

A.  Schedules 1.7 P and N remove cost of gas (Rider 2) and coal tar (Rider 156 

11) expenses and revenues since these are not subject to the increase 157 

pending in the instant proceeding.  These adjustments reclassify revenues 158 

and expenses only; they have no effect on operating income. 159 

 160 

Adjustment to Pro Forma Collection Agency Fees 161 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.8 P and N, Adjustment 162 

to Pro Forma Collection Agency Fees. 163 

A. Schedules 1.8 P and N disallow the applicable Company’s proposed 164 

increase to normalize test year collection agency fees, since the evidence 165 

reflects that the unadjusted test year expense is more likely to recur in the 166 

future than each Company’s calculated increase.  As indicated in the Final 167 

Order entered by the Commission on March 28, 2006, in Docket No. 01-168 

0707 (“01-0707 Order”), the Companies entered into a Settlement 169 

Agreement with certain parties to resolve certain gas charge reconciliation 170 

proceedings.  As part of the Amendment and Addendum to the Settlement 171 

Agreement (attached as an Exhibit to the 01-0707 Order), the Companies 172 

agreed to forgive certain outstanding debt and not pursue collection of 173 
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those amounts.  The Companies contend that actual 2006 collection 174 

expenses were lower than normal due to the gas charge settlement, and 175 

propose a normalization adjustment to account for the alleged impact of 176 

the Settlement Agreement on collection costs.  (Peoples Gas Ex. SF-1.0, 177 

p. 28, lines 604-606; North Shore SF-1.0, p. 26, lines 573-575)  However, 178 

the Companies’ historical expense experiences and the current trend of 179 

post test year collection agency fees do not support the Companies’ 180 

contention. 181 

 182 

Q. How did you determine that the test year collection agency fees do not 183 

need to be normalized? 184 

A. I conducted a three part analysis to determine if the gas charge settlement 185 

was distorting the test year amount of collection agency fees.  First, I 186 

reviewed historical collection agency fees for each Company, listed on 187 

Schedules 1.8 P and N, page 2, lines 4 through 7.  The proposed test year 188 

normalized expense for Peoples Gas of $2.902 million, Schedule 1.8 P, 189 

page 2, line 2, is greater than the 2002, 2003, and 2005 expense, lines 4, 190 

5, and 7 respectively of Schedule 1.8 P, page 2.  These prior year 191 

expense levels are unaffected by the gas charge settlement.  For North 192 

Shore, the proposed test year normalized expense of $105,000, Schedule 193 

1.8 N, page 2, line 2, is higher than its 2002 and 2005 expenses (lines 4 194 

and 7).  Again, these prior year expense levels to which I have compared 195 
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the proposed test year balances are unaffected by the Settlement 196 

Agreement.  This suggests that the proposed increase is overstated since 197 

the normalized expenses are higher than previous years’ expenses for 198 

years that were unaffected by the settlement.   199 

Second, I reviewed the actual expenses for the Companies for the post-200 

test year period of October 2006 through March 2007.  I annualized the six 201 

months of data by dividing the six month total by six to calculate a monthly 202 

average, and then multiplied by 12 months, calculating a full year’s 203 

expense.  For both Companies, the annualized test year fees (Schedules 204 

1.8 P and N, page 2, line 9) are well below half that of the Company 205 

proposed amounts (line 2), as set forth below in Table 1: 206 

Table 1 Peoples Gas North Shore 

Annualized Post Test Year Fees $844,000 $26,000 

Company Requested Total Fees $2,902,000 $105,000 

 207 

The large differences in these figures suggest that the Companies are not 208 

on track to incur the proposed increases in collection agency fees 209 

expenses that were requested. 210 

Finally, in the Companies’ responses to Staff data requests DLH-17.01 211 

and DLH-17.02, I analyzed the monthly balances of collection agency fees 212 

for the years 2002 through 2006.  The purpose of this analysis was to 213 

determine if my annualized post test year expense amounts above were 214 
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reasonable, or whether these needed to be adjusted if certain months not 215 

reflected in my calculation trend higher than that of October through 216 

March.  In my opinion, the historical monthly activity did not support such a 217 

trend; therefore I did not adjust my annualized post test year fees 218 

amounts, and concluded these are reasonable estimates to compare to 219 

the Companies’ proposed normalized fee amounts. 220 

 221 

Q. Do you have any other concerns about the Companies’ proposal to 222 

normalize collection agency fees to account for the alleged impacts of the 223 

Settlement Agreement? 224 

A. Yes.  While I am not an attorney and am not offering a legal opinion, I note 225 

that the Companies’ Settlement Agreement accepted by the Commission 226 

(Exhibit 2 to 01-0707 Order) provided as follows: 227 

Amendment Section G: 228 

Peoples Companies Not To Seek Recovery of Debt Write-Off or 229 
Forgiveness In Any Future Rate or Reconciliation Cases. 230 

Peoples Companies hereby agree that they will not seek recovery 231 
in any future rate or reconciliation cases of any amounts of debt 232 
written-off or relieved under Sections IV and V of the January 17, 233 
2006, Settlement Agreement.  Peoples Companies hereby agree 234 
that they will not seek recovery in any future rate or reconciliation 235 
cases of any amounts of debt written-off or relieved under Section 236 
F of this Amendment and Addendum.  This agreement does not 237 
affect the ability of Peoples Companies to recover any future bad 238 
debt as specifically authorized by the ICC nor or in the future . . . . 239 



   
Docket Nos. 07-0241/07-0242 

Consolidated 
ICC Staff Exhibit 1.0 

 
 

 12

 The proposal to “normalize” collection agency fees to account for the 240 

impact of writing-off certain bad debt pursuant to the Settlement 241 

Agreement would – if accepted – result in the indirect recovery of certain 242 

bad-debt that the Companies agreed to forgive.  While Staff will address 243 

this issue in its briefs, I note that this proposal may be contrary to the 244 

Company’s Settlement Agreement and, at a minimum, is inconsistent with 245 

the spirit of the Settlement Agreement accepted by the Commission.   246 

 247 

Q. What is your recommendation? 248 

A. I recommend that the Commission disallow the Companies’ proposed 249 

increase in collection agency fees since the historical expense 250 

experiences and the current trend of post test year expense amounts do 251 

not suggest that the balances at September 30, 2006 are understated. 252 

 253 

Adjustment for Civic, Political and Related Activities Allocated from Parent 254 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.9 P and N, Adjustment 255 

for Civic, Political and Related Activities Allocated from Parent. 256 

A. Schedules 1.9 P and N disallow expenses allocated to the Companies 257 

from Peoples Energy Corporation (“PEC”) for civic, political and related 258 

activities.  These charges, which should be recorded in USOA Account 259 
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426.4 Expenditures for certain civic, political and related activities1, were 260 

instead allocated to the Companies’ Account 923 Outside services 261 

employed, through PEC’s corporate rebilling of charges.  However, these 262 

expenses are not eligible for rate recovery according to Section 9-224 of 263 

the Act, which bars any expenses expended for political activity or 264 

lobbying from rates. 265 

 266 

Adjustment to Pre-Increase Uncollectibles Expense 267 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.10 P and N, 268 

Adjustment to Pre-Increase Uncollectibles Expense. 269 

A. Schedules 1.10 P and N decrease the Companies’ uncollectibles 270 

expense before calculation of the rate increase to reflect the use of the 271 

Companies’ proposed uncollectible rates of 2.54% and 0.7% for Peoples 272 

Gas and North Shore, respectively, with the percent of revenues method.  273 

The Companies’ position is that final uncollectibles expense should equal 274 

                                                           
1 Accounting for gas utilities is established in 83 Ill. Adm. Code 505, 

Uniform System of Accounts for Gas Utilities (“USOA”).  Account 426.4 of the 
USOA states it shall include expenditures for the purpose of influencing public 
opinion with respect to the election or appointment of public officials, referenda, 
legislation, or ordinances (either with respect to the possible adoption of new 
referenda, legislation or ordinances or repeal or modification of existing 
referenda, legislation or ordinances) or approval, modification, or revocation of 
franchises; or for the purpose of influencing the decisions of public officials, but 
shall not include such expenditures which are directly related to appearances 
before regulatory or other governmental bodies in connection with the reporting 
utility's existing or proposed operations.  
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2.54% and 0.70% of final revenues approved in these proceedings.2  275 

However, while the calculated increase in revenues and uncollectibles 276 

expense, reflected on my Schedule 1.1 P and N column (e) reflects 277 

accurate calculations using these percentages, the beginning balances in 278 

column (b), from the Companies’ Schedules C-1 do not.  Therefore, my 279 

adjustments make these correction, resulting in a decrease to the pre-280 

increase amount of uncollectibles expense of $1.832 million for Peoples 281 

Gas and $41,000 for North Shore.  Without these adjustments, the final 282 

test year uncollectibles expenses would be overstated by these amounts, 283 

resulting in greater uncollectibles expense percentage allowances than 284 

the Companies have requested. 285 

 286 

Adjustment to Correct Invested Capital Tax 287 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.11 P and N, 288 

Adjustment to Corrected Invested Capital Tax. 289 

A. Schedules 1.11 P and N decrease the Companies’ pro forma invested 290 

capital taxes to correct for an error in the Companies’ calculations, as 291 

discussed in their data request responses to DLH-12.01, since the 292 

increase in the tax was incorrectly based upon revenues rather than 293 

                                                                                                                                                                             
 
2 These numbers assume that the Commission rejects the Companies proposal for Rider UBA. 
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income.  In the Companies’ June 5, 2007 Errata filing, Attachment B, the 294 

Companies also reflect this correction.  295 

 296 

Adjustment to Allocation of PEC Officer Costs and Director Fees 297 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.12 P and N, 298 

Adjustment to Allocation of PEC Officer Costs and Director Fees. 299 

A. Schedules 1.12 P and N disallow a portion of Peoples Energy Corporation 300 

(“PEC”) officer costs and director fees allocated to the Companies.  As a 301 

result, with Staff’s adjustment, a reasonable percentage of these costs are 302 

allocated to PEC, the Companies’ parent company during the test year. 303 

 304 

Q. Why is your adjustment necessary? 305 

A. My adjustment is necessary since PEC allocated 100% of its officer costs 306 

and director fees to its subsidiaries; however these costs not only benefit 307 

PEC’s subsidiaries but also are necessary in managing PEC. 308 

 309 

Q. What is the basis for your 10% allocation factor to PEC? 310 

A. I based this upon PEC’s inter-company billing percentages for offices for 311 

fiscal year 2006, provided in the Companies’ responses to Staff data 312 

request DLH-3.08.  Both responses state in part: 313 

Charges for inter-company billings for Officers are recorded via 314 
assessments which are system generated. The costs billed are based on 315 
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one of three allocation methods, estimated time spent for each company, 316 
the corporate allocation, or a specific measure if that is more appropriate. 317 
Attached is a breakout of the billings by Executive Office. When the legacy 318 
accounting system was converted to the SAP accounting system, each 319 
officer was solicited for his or her billing allocation. In some cases, an 320 
officer could specifically identify his or her billing allocation. In other cases, 321 
where the officer provides general oversight to multiple companies, the 322 
corporate allocation percentages were used. The resultant billing 323 
percentages, in all cases, were entered into a cost allocation table within 324 
SAP. Changes are only made when the officer’s responsibilities change. In 325 
those cases, the officer is required to contact accounting to adjust the 326 
billing percentage in the allocation table. Exhibit 1, page 2 of 3 describes 327 
each officer’s allocation method and percentage allocation to each 328 
company that receives services. 329 
 330 

 Table 2 below summarizes the aforementioned Data Request Response 331 

Exhibit 1’s data on PEC allocation methods and percentages: 332 

Table 2 PEC % Method 
Morrow 10% FTE Work Estimate 
Rogers 10% FTE Work Estimate 
Nance 10% FTE Work Estimate 
Sierra 10% FTE Work Estimate 
Taglienti   1% Revenue Assurance & 

Billing Work 
PEP VPs    0% FTE Work Estimate 
Tim Herman and Curtis 
Cole 

   0% FTE Work Estimate 

Ann De Bortoli    0% FTE Work Estimate 
All other (PEC) officers   13% Corporate % 

 333 

Q. Were the above allocations used in the test year? 334 

A. No.  As can be seen at line 4, page 2 of Schedules 1.12 P and N, after all 335 

allocations to the subsidiaries, PEC retained no officer costs or director 336 

fees in fiscal year 2006.  Based on the allocation percentages estimated 337 
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by the Companies, a 10% factor for officer costs and director fees in total 338 

is a reasonable estimate for the test year. 339 

 340 

Q. How did you calculate your adjustments to allocate these PEC costs? 341 

A. At column (g) of Schedules 1.12 P and N, page 2, I compute the allocation 342 

of actual test year costs to Peoples Gas, North Shore, and other PEC 343 

affiliates based on the proportion of costs per company to total costs 344 

allocated (Schedules 1.12 P and N, page 2, column (f)).  In column (h), I 345 

multiply the proportionate percentage by the 10% costs to be retained by 346 

PEC, and subtract this amount from each Company’s beginning 347 

percentage to calculate Staff’s recommended allocation percentage.  This 348 

results in a change from 70% to 63% for Peoples Gas, and 10% to 9% for 349 

North Shore.  On page 1 of Schedules 1.12 P and N, I use my allocation 350 

percentages applied to costs per company to disallow $702,000 and 351 

$100,000 for Peoples Gas and North Shore, respectively. 352 

 353 

Adjustment for Penalties Allocated from Parent 354 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.13 P and N, 355 

Adjustment for Penalties Allocated from Parent. 356 

A. Schedules 1.13 P and N disallow payment of a federal income tax penalty 357 

allocated to the Companies from PEC.  This charge was allocated to the 358 
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Companies through PEC’s corporate rebilling of charges.  However, the 359 

proper account for this expense is Account 426.3 Penalties, a non-360 

operating income account.  Generally, these types of penalties are not 361 

eligible for rate recovery since the charge was incurred for violation of a 362 

regulatory statute. 363 

 364 

Adjustment for Employee Recreation Expenses Allocated from Parent 365 

Q. Please describe ICC Staff Exhibit 1.0, Schedules 1.14 P and N, 366 

Adjustment for Employee Recreation Expenses Allocated from Parent. 367 

A. Schedules 1.14 P and N disallow payment of employee recreation 368 

expenses allocated to the Companies from PEC.  The supporting 369 

documentation the Companies provided in response to Staff data request 370 

DLH-20.01 reflects these charges are for the “Peoples Gas Club” and the 371 

“Peoples Energy Sport & Social Scene” for professional sporting event 372 

outings such as Chicago White Sox tickets and parties, picnics, and other 373 

social events such as dinner cruises and bowling parties not necessary to 374 

provide utility services. Therefore, the costs should be borne by 375 

shareholders rather than ratepayers.   376 

 377 
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Comments Regarding Expenses Allocated from Parent 378 

Q. Do you have any concerns regarding the allocation of expenses from PEC 379 

to the Companies, especially through use of the corporate allocator? 380 

A. Yes.  As reflected above, a number of expenses were recorded in 381 

improper accounts when allocated from PEC to the Companies.  The 382 

Companies’ responses to Staff data request DLH-13.03 and ENG 3.12 383 

also reflect that many other expenses such as internal labor, hardware 384 

and software purchases, association dues, employee benefits expense, 385 

office supplies, donations, depreciation expense, and distribution load 386 

dispatching expenses are allocated to the Companies through Account 387 

923, Outside services employed, most using the corporate allocator.  The 388 

USOA definition of Account 923 is: 389 

1. Fees, pay and expenses of accountants and auditors, actuaries, 390 
appraisers, attorneys, engineering consultants, management 391 
consultants, negotiators, public relations counsel, tax consultants, 392 
etc.  393 

 394 
2. Supervision fees and expenses paid under contracts for general 395 

management services. 396 
 397 

Note: Do not include inspection and brokerage fees and 398 
commissions chargeable to other accounts or fees and expenses 399 
in connection with security issues which are includible in the 400 
expenses of issuing securities.  401 

All intercompany billings should not be charged to this account simply 402 

because the charges technically originated outside the Companies.  403 

Nothing in the description of Account 923 indicates it should be the catch-404 
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all account for all intercompany charges.  The risk with this approach is 405 

that improperly recorded charges, such as tax penalties and employee 406 

recreation costs, are unlikely to be detected and corrected during the year 407 

since the Companies record most of their charges from PEC through 408 

automatic system generated charges, and automatic cash settlement.  In 409 

Docket No. 06-0540, the Companies agreed to implement invoicing of 410 

intercompany billings as part of their new Services and Transfers affiliate 411 

agreement but the Companies have not yet implemented it.  These 412 

intercompany billing procedures have not yet changed since the 413 

reorganization with Integrys.  (Companies’ responses to Staff data request 414 

DLH-14.01) 415 

 416 

Q. Do you have any recommendations regarding the Companies’ 417 

intercompany billing procedures? 418 

A. Yes.  I recommend the Commission emphasize to the Companies and put 419 

the Companies on notice that they must be in compliance with General 420 

Instruction 14 of the USOA that states:  421 

 Transactions with associated companies.  Each utility shall keep 422 
its accounts and records so as to be able to furnish accurately and 423 
expeditiously statements of all transactions with associated 424 
companies.  The statements may be required to show the general 425 
nature of the transactions, the amounts involved therein and the 426 
amounts included in each account prescribed herein with respect to 427 
such transactions.  Transactions with associated companies shall be 428 
recorded in the appropriate accounts for transactions of the same 429 
nature. 430 
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The identity of costs allocated from an affiliate must retain the identity of 431 

the cost and be recorded in the Companies’ books in accordance with the 432 

nature of the cost. 433 

 434 

Staff Recommendations Regarding Peoples Gas’ Infrastructure Cost Recovery 435 
Rider 436 

Q. Do you have a recommendation with respect to Peoples Gas’ proposed 437 

Infrastructure Cost Recovery (“ICR”) Rider? 438 

A.  Yes.  For various policy reasons explained by Staff witness Lazare, in 439 

addition to legal concerns that will be addressed in Staff’s briefs, Staff 440 

does not recommend that Rider ICR be approved by the Commission.  441 

However, if the Commission determines it is appropriate for Peoples Gas 442 

to recover the cost of its Accelerated Replacement Program through a 443 

rider, I recommend the Commission adopt my revisions, reflected in 444 

Attachment A.  These revisions use 83 Ill. Adm. Code 656 (“Part 656”), the 445 

Commission’s rule for the qualifying infrastructure plant surcharge for 446 

water and sewer utilities , as a template.  I note that rider recovery of a 447 

qualifying infrastructure plant surcharge for water and sewer utilities is 448 

authorized by Section 9-220.2 of the PUA.  (220 ILCS 5/9-220.2 449 

(emphasis added))  While this rule does not apply to gas utilities and 450 

Staff’s position is that Peoples Gas’ proposal for rider recovery of plant 451 
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costs should not be approved , Part 656 provides a reasonable starting 452 

point, should the Commission decide that rider recovery of plant costs is 453 

appropriate, for analysis and consideration of the specific terms and 454 

conditions of any rider allowing recovery of plant costs. 455 

 456 

Q. Please explain. 457 

A. Part 656 provides a Commission approved method for utilities to recover a 458 

return on and depreciation expense of certain plant items between rate 459 

cases.  It was a result of a rulemaking, and therefore the methodology had 460 

a broad base of input prior to adoption by the Commission.  Further the 461 

language in Part 656 was approved by the Joint Committee on 462 

Administrative Rules (“JCAR”).  If the Commission approves an 463 

infrastructure rider for Peoples Gas, it is likely other gas utilities will 464 

petition the Commission for similar treatment, so a rider with uniform 465 

language could prove fruitful in the future as well. 466 

 467 

Q. What accounting specific provisions of Part 656 would be preferred to 468 

Peoples Gas’ proposal? 469 

A. A rider based upon Part 656 as a template ensures that only the costs of 470 

the Accelerated Infrastructure Program are recovered through the rider, 471 
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since the rider would provide specific criteria in order to be eligible.  472 

Peoples Gas’ proposal is based simply on an average investment over 473 

three years, and all additions would be eligible, no matter the purpose and 474 

regardless of whether the addition is a part of the Existing Replacement 475 

Program or the new Accelerated Replacement Program.  The Part 656 476 

template also requires the revenues from the rider to be recorded in a 477 

separate revenue subaccount.  Peoples Gas’ proposal does not include 478 

this necessary control for tracking the revenues of the rider, although it 479 

has agreed to record the ICR Charge revenue in a separate revenue sub-480 

account with direction from the Commission. (Response to Staff Data 481 

Request DLH-1.14) 482 

  483 

Q. Has Peoples Gas provided evidence as to why its ICR Rider methodology 484 

is superior to the Commission- approved QIP Surcharge methodology of 485 

Part 656? 486 

A. Peoples Gas believes its proposal would cost less than that under the Part 487 

656 methodology but has conducted no side-by-side comparisons of the 488 

two methods (Peoples Gas’ responses to Staff data requests DLH-21.01 489 

and DLH-21.02).   490 

 491 



   
Docket Nos. 07-0241/07-0242 

Consolidated 
ICC Staff Exhibit 1.0 

 
 

 24

Q.  If the Commission determines that it is appropriate for Peoples Gas to 492 

recover the cost of its Accelerated Replacement Program through a rider, 493 

do you have any other recommendations with respect to Peoples Gas’ 494 

ICR Rider? 495 

A. Yes.  I recommend that the Commission incorporate two key provisions of 496 

Part 656 as part of the proposed ICR Rider, namely a cap of 5% of base 497 

rate revenues, and an annual reconciliation of prudently-incurred costs.  A 498 

cap provides ratepayers with protection that the ICR Charge cannot 499 

increase infinitely, as opposed to People Gas’ proposal which has no 500 

ceiling.  (Response to Staff Data Request DLH-8.02)  An annual prudence 501 

review to reconcile amounts collected under Rider ICR with the actual 502 

prudently incurred costs provides ratepayers protection from paying for the 503 

costs of plant additions which are not prudently incurred.  Nothing in Rider 504 

ICR ensures that costs recovered through the rider represent prudently 505 

incurred costs, and as a result Rider ICR is contrary to the rate making 506 

principle that utilities are only allowed to recover costs that are prudently 507 

incurred.  Peoples Gas’ proposal would not allow for a prudence review 508 

until the next general rate case, no matter the duration of time, and after 509 

ratepayers are already being charged the cost of such plant.  Peoples Gas 510 

states in response to Staff Data Request DLH-8.01, 511 

…Plant Investment implemented through the ICR is no different 512 
from Plant Investment otherwise included in Peoples Gas’ rate 513 
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base.  All Plant Investment, including Plant Investment 514 
implemented through the ICR, would be included in Peoples Gas’ 515 
rate base in the next general rate proceeding following 516 
implementation of the ICR.  Such Plant Investment would therefore 517 
be subject to full scrutiny by the Commission and other parties, 518 
including a prudence review if the facts and circumstances of the 519 
Plant Investment raise questions of the propriety of the Plant 520 
Investment.  521 

 While Plant Investment included in rate base in a general rate proceeding 522 

would be subject to review and exclusion if not found to be prudently 523 

incurred, rate cases operate prospectively and would not present for 524 

review the prior return on and of plant investment recovered through 525 

operation of Rider ICR.  Moreover, nothing in Rider ICR indicates that 526 

such recoveries would be subject to review in the Company’s next rate 527 

case.  Finally, even if Rider ICR specifically allowed for the review and 528 

reconciliation in each general rate case of amounts previously collected 529 

under Rider ICR with the actual prudently incurred costs, such sporadic 530 

and intermittent reviews would be unfair and unreasonable to ratepayers 531 

not only because of the long delay between payment under Rider ICR and 532 

reconciliation, but also because there is no provision allowing the 533 

Commission to provide for interest on any required refund or adjustment. 534 

 535 

Q. What are the differences between the rider in Part 656 and your proposed 536 

language for Peoples Gas? 537 
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A. There are three differences.  First, Part 656 allows a utility to choose 538 

either annual prospective operation or quarterly historical operation in 539 

calculating its QIP surcharge percentage; however the annual prospective 540 

operation may be selected only if the utility’s immediately preceding rate 541 

case used a future test year. (83 Il. Adm. Code 656.60 b)  Since Peoples 542 

Gas is using a historical test year in the instant case, this option is not 543 

relevant and therefore is not included in my Attachment A proposed rider 544 

language.  Second, I edited the calculation of the GRCF to reflect the fact 545 

that Illinois no longer provides a credit for replacement taxes paid.  Finally, 546 

I recommend that Peoples Gas be required to conduct an annual internal 547 

audit on the QIP surcharge if approved by the Commission.  The 548 

Company agreed to this audit provision in response to Staff Data Request 549 

DLH-1.09. 550 

 551 

Staff Recommendations Regarding North Shore and Peoples Gas’ Uncollectibles 552 
Balancing Adjustment Rider 553 

Q. Do you have a recommendation with respect to the Companies’ proposed 554 

Uncollectibles Balancing Adjustment (“UBA”) Rider? 555 

A.  Yes.  For various policy reasons explained by Staff witness Lazare, in 556 

addition to legal concerns that will be addressed in Staff’s briefs, Staff 557 

does not recommend that this rider be approved by the Commission.  558 
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However, if the Commission determines it is appropriate for the 559 

Companies to recover the cost of its commodity related uncollectibles 560 

expenses through a rider, I recommend the Commission adopt the 561 

language changes which are reflected in legislative style in Attachment B, 562 

Staff Revised UBA, to my testimony.  The changes are 1) to reflect an 563 

annual reconciliation with possible adjustments to ensure the UBA is in 564 

compliance with the tariff; 2) to change the monthly filing date to allow for 565 

Staff review prior to the effective date; and 3) to require the Companies 566 

perform annual internal audits on compliance of the UBA.  The Companies 567 

stated no opposition to these proposals in response to Staff Data 568 

Requests DLH-2.06, DLH-2.07, and DLH-2.08. 569 

 570 

Staff Recommendations Regarding North Shore and Peoples Gas’ Volume 571 
Balancing Adjustment Rider 572 

Q. Do you have a recommendation with respect to the Companies’ proposed 573 

Volume Balancing Adjustment (“VBA”) Rider? 574 

A.  Yes.  For various policy reasons explained by Staff witness Lazare, in 575 

addition to legal concerns, Staff does not recommend that this rider be 576 

approved by the Commission.  However, if the Commission determines it 577 

is appropriate for the Companies to adjust base rates on a monthly basis 578 

for fluctuations in Peoples Gas’ actual volumes, I recommend the 579 
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Commission adopt the language changes which are reflected in legislative 580 

style in Attachment C, Staff Revised VBA, to my testimony.  The changes 581 

are 1) to reflect an annual reconciliation with possible adjustments to 582 

ensure the VBA is in compliance with the tariff; 2) to change the monthly 583 

filing date to allow for Staff review prior to the effective date; and 3) to 584 

require the Companies perform annual internal audits on compliance of 585 

the VBA. The Companies stated no opposition to these proposals in 586 

response to Staff Data Requests DLH-2.10, DLH-2.11, and DLH-2.12. 587 

 588 

Staff Recommendations Regarding North Shore and Peoples Gas’ Enhanced 589 
Efficiency Program Rider 590 

Q. Do you have a recommendation with respect to the Companies’ proposed 591 

Enhanced Efficiency Program (“EEP”) Rider? 592 

A. Yes.  For various policy reasons explained by Staff witness Lazare, in 593 

addition to legal concerns that will be addressed in Staff’s briefs, Staff 594 

does not recommend that this rider be approved by the Commission.  595 

However, if the Commission determines it is appropriate for the 596 

Companies to recover funds necessary to implement various energy 597 

conservation and efficiency programs through a rider mechanism, I 598 

recommend the Commission adopt the language changes which are 599 

reflected in legislative style in Attachment D, Staff Revised EEP, to my 600 
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testimony.  The changes are 1) to reflect an annual reconciliation with 601 

possible adjustments to ensure the EEP is in compliance with the tariff; 2) 602 

to change the monthly filing date to allow for Staff review prior to the 603 

effective date; and 3) to require the Companies perform annual internal 604 

audits on compliance of the EEP. The Companies stated no opposition to 605 

these proposals in response to Staff Data Requests DLH-2.14, DLH-2.15, 606 

and DLH-2.16. 607 

 608 

Q. Do you have any final comments concerning Riders ICR, UBA, VBA, and 609 

EEP? 610 

A. Yes.  I would like to make clear that my recommended language in 611 

Attachments A, B, C, and D are intended to be adopted only if the 612 

Commission rejects the primary recommendation of Staff witness Lazare 613 

to reject each of the four riders.  Staff’s primary recommendation is that all 614 

the Riders not be approved by the Commission.   615 

 616 

Q. Does this conclude your prepared direct testimony? 617 

A. Yes, it does.  618 
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The Peoples Gas Light and Coke Company   

 

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 
 Page 1 of 3 

Rider ICR QIP 
 

Infrastructure Cost Recovery Qualifying Infrastructure Plant 
 

Applicable to Service Classification Nos. 1H, 2 and 4 
 

The Infrastructure Cost Recovery Charge (ICR) Qualifying Infrastructure Plant (QIP surcharge) shall be 
determined in accordance with the provisions of this rider. 
 
Section A – Infrastructure Cost Recovery Adjustment 

The ICR is a monthly per customer charge which recovers costs associated with the accelerated 
replacement of cast iron and ductile steel main and ancillary infrastructure to ensure a continued safe 
and reliable gas distribution system.  Each year the Company shall determine a charge under this 
rider.  The charge shall be calculated as described in Section C of this rider and billed monthly over an 
annual billing cycle beginning April 1 and ending March 31.  The Company shall file the Infrastructure 
Cost Recovery Charge with the Commission no later than March 31, and it shall be effective for the 
annual period commencing the following April 1. 

 
Section B – Definitions 

As used in this rider, the terms below are defined as follows: 
 

 
Accumulated Reserve for Depreciation (AD) shall mean the net credit balance arising from the 
provision for depreciation for the Plant Investment Increment. 
 
Bill Year (BY) shall mean the annual period beginning each April 1 over which the ICR Charge is 
billed.  
 
CapEx Year (CY) shall mean the year ending December 31 and shall be the year prior to the Bill Year. 
 
Customers shall mean the average number of customers for Service Classification Nos. 1H, 2 and 4 
as shown in the Company’s most recent Form 21.   
 
Depreciation Expense (DE) shall mean the depreciation expense associated with the Plant 
Investment Increment. 
 
Factor Z shall be 1 for the first calendar year, which may be a partial year, in which the Commission 
issues a rate case order, 2 for the second calendar year after such rate case order and shall continue 
to increase by one for each calendar year until the Commission issues another rate case order. 
 
ICR Charge shall mean the charge to be billed over the Bill Year as determined under Section C of 
this rider.  
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The Peoples Gas Light and Coke Company   

 

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 
 Page 2 of 3 

Rider ICR 
 

Infrastructure Cost Recovery 
 

Applicable to Service Classification Nos. 1H, 2 and 4 
 

 
 
 
Plant Investment (PI) shall mean the costs of infrastructure projects, including any connecting 
facilities such as services, meters or regulators, installed in a CapEx Year and shall include the 
following accounts of the Uniform System of Accounts For Gas Utilities Operating in Illinois: 
 
376 - Distribution Mains 382 - Meter Installations 
380 - Services 383 - House Regulators 
381 - Meters  

 
Plant Investment Historical (PIH) shall mean the average PI for fiscal years 2004, 2005 and 2006, 
which fiscal years were the twelve-month periods ended September 30. 
 
Plant Investment Increment (PII) shall mean the difference between the Plant Investment and the 
Plant Investment Historical for each CapEx Year. 
 
Pre-Income Tax Return (PITR) shall mean the pre-income tax authorized rate of return approved by 
the Commission in its most recently issued rate case order. 
 
Rate Base (RB) shall mean the net investment on which the Company may earn the pre-income tax 
authorized rate of return.  
 
Revenue Requirement (RR) shall mean the annual revenue to be recovered under this rider as 
determined under Section C.  
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The Peoples Gas Light and Coke Company   

 

RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 
 Page 3 of 3 

Rider ICR 
 

Infrastructure Cost Recovery 
 

Applicable to Service Classification Nos. 1H, 2 and 4 
 

 
Section C - Determination of Charges  

 
The Company shall calculate the ICR Charge under this rider annually.  The ICR Charge determined 
under this section shall be effective for an annual period beginning April 1.  The ICR Charge shall be 
determined as follows: 
 

   
PIICYz = PICYz  - PIH 
 
RBCY = PIICY  - ADCY 

RRBY = (PIICYz x PITR) + DECYz + ∑
−=

=

1

0

zn

n
(RBCYn x PITR)  RBCYo shall have a value of zero. 

z = Factor Z 
 
ICR Charge = RRBY / CustomersCYz / 12 
 

Section D – Reports  
 
The Company shall file annually with the Commission, no later than March 31, a detailed statement 
which includes Plant Investment by account and the determination of the ICR Charge calculated under 
Section C of this rider.    

 
 

Section A  Applicability  
 
The purpose of the QIP surcharge is to recover a return on, and depreciation expense related to, 
the utility's investment in QIP as described in Section D of this Rider. 
 

Section B  Definitions  
 

            "Act" means the Public Utilities Act [220 ILCS 5].  
 
            "Information sheet" means a tariff sheet filed in accordance with this Part to initiate or modify a 

QIP surcharge percentage.  
 
            "Operation year" means the calendar year (or portion thereof) during which a QIP surcharge 

percentage is applied to customer bills.  
 
            "QIP base rate revenues" mean revenues recorded in the certain accounts and their sub-accounts 

described in 83 Ill. Adm. Code 505, the Uniform System of Accounts for Gas Utilities.  QIP base 
rate revenues shall include revenues recorded in accounts 480, 481, and 482. QIP base rate 
revenues, however, shall not include revenues resulting from the QIP surcharge or any revenues 
attributable to Purchased Gas Adjustment charges developed pursuant to 83 Ill. Adm. Code 525.  
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            "QIP surcharge percentage" is the percentage determined in accordance with Section F of this 

Rider for filing in an information sheet.  
 
            "QIP-related costs" or "QIP costs" mean costs that are recoverable through the QIP surcharge 

percentage as determined in accordance with Sections E and F of this Rider.  
 
            "Qualifying infrastructure plant surcharge" or "QIP surcharge" means the amount added to a 

customer bill when the QIP surcharge percentage is applied in accordance with Section F (a) of 
this Rider.  

 
            "Qualifying infrastructure plant" means certain non-revenue producing eligible plant that is not 

reflected in the rate base used to establish the utility's base rates and is consistent with the terms 
of Section D of this Rider. Non-revenue producing plant is plant that is not constructed or installed 
for the purpose of serving a new customer.  

 
            "Reconciliation year" means the calendar year period for which actual QIP costs and revenues 

associated with the QIP surcharge are to be reconciled.  
 
            "Test year" means the test year period used by the utility in its last rate case as defined in 83 Ill. 

Adm. Code 285.150.  
 
 “The utility” means The Peoples Gas Light and Coke Company. 

 
 

Section C  General Requirements  
 

a)         The QIP surcharge shall be capped at 5% of the QIP base rate revenues billed to customers. The 
QIP surcharge shall not be applied to any add-on taxes, to any revenues attributable to the 
Purchased Gas Adjustment clause developed pursuant to 83 Ill. Adm. Code 525, or to any other 
revenues not recorded in a QIP base rate revenues account as described in Section B of this 
Rider.  

 
b)         On the effective date of new base rates that provide for the recovery of the costs that had 

previously been recovered under the QIP surcharge rider, the QIP surcharge percentage for the 
applicable rate zone shall be reset to zero.  

 
c)         The utility shall provide notice of the QIP surcharge rider and subsequent filings and billing as 

follows:  
 
1)         The utility shall maintain and keep open for public inspection a copy of each filing of a QIP 

surcharge rider and subsequent information sheets and shall post public notice in each 
office of the utility in accordance with 83 Ill. Adm. Code 255.20(a).  

 
2)         For the initial filing of a QIP surcharge rider, the utility shall provide notice by newspaper 

publication in accordance with 83 Ill. Adm. Code 255.20(f)(1) and by mailing a notice of 
the filing to each of its customers.  

 
3)         In connection with the initial billing of each change in a QIP surcharge percentage as 

specified in an information sheet (other than a change to a zero percentage), including 
information sheets resulting from the annual reconciliation and Commission-ordered 
adjustments, the utility shall provide an explanation of the QIP surcharge to be stated on, 
or included with, the initial billing of the new QIP surcharge percentage.  

 
4)         Except as noted above, no other notice of the filing or billing of the QIP surcharge rider or 

an information sheet shall be required except as may be provided by law or by Order of 
the Commission.  

 
d)         The QIP surcharge shall be presented as a separate line item on customer bills.  
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e)         The revenues resulting from each QIP surcharge rider shall be recorded in a separate revenue 

subaccount.  
 

Section D  Qualifying Infrastructure Plant  
 

a)         To be classified as QIP, the plant additions must meet the following criteria:  
 
1)         The plant additions must be replacements of existing plant items from the accounts listed 

in subsection (b);  
 
2)         Such replacements must be non-revenue producing;  
 
3)         Such replacements are installed to replace cast iron and ductile steel main and ancillary 

infrastructure;  
 
4)         Such replacements are installed after the conclusion of the test year in the utility's latest 

rate case; and  
 
5)         Such replacements were not included in the calculation of the rate base in the utility's last 

rate case.  
 
b)         The plant additions shall include items from the following accounts, pursuant to 83 Ill. Adm. Code 

505:  
 
1)         Account 376, Distribution Mains;  
 
2)         Account 380, Services;  
 
3)         Account 381 and Account 382, Meters and Meter Installations; and  
 
4)         Account 383, House Regulators.  

 
c)         QIP shall include only plant additions installed on or after January 1 of the year in which the utility 

files its initial QIP surcharge rider in accordance with Section G of this Rider.  
 

Section E  Recoverable Qualifying Infrastructure Plant Costs  
 

a)         QIP costs shall include the pre-tax return on QIP and the net depreciation expense applicable to 
QIP.  
 
1)         The pre-tax return is calculated using the weighted cost of debt and weighted cost of 

equity determined in the utility's last rate case. The weighted cost of equity is multiplied 
by the gross revenue conversion factor (GRCF). The product is then added to the 
weighted cost of debt to obtain the pre-tax return. The pre-tax return is calculated using 
the following formulas:  

 

GRCF = 1 
 (1 - SIT) (1 - FIT) 

 
PTR = ((WCCE + WCPE) x GRCF) + WCLTD + WCSTD 

 
Where:  

 
GRCF = Gross Revenue Conversion Factor. 
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SIT = Illinois State income tax rate in effect at the time of the 
initial, annual or quarterly filing. 

FIT = Federal income tax rate in effect at the time of the initial, 
annual or quarterly filing. 

PTR = Pre-tax return. 

WCCE = Weighted cost of common equity from the utility's last 
rate case. 

WCPE = Weighted cost of preferred equity from the utility's last 
rate case. 

WCLTD = Weighted cost of long term debt from the utility's last 
rate case 

WCSTD = Weighted cost of short term debt from the utility's last 
rate case 

 
2)         Net depreciation expense shall be calculated by applying the utility's approved 

depreciation rate to each category of QIP. The depreciation expense for QIP shall be 
reduced by the depreciation expense on the plant being replaced.  

 
Section F  Determination of the Qualifying Infrastructure Plant Surcharge Percentage  
 

a)         The QIP surcharge percentage shall be expressed as a percentage carried to two decimal places. 
The QIP surcharge percentage shall be applied to the total amount billed to each customer 
located in the same rate zone based on the utility's otherwise applicable rates and charges. The 
QIP surcharge percentage shall not be applied to the exclusions listed in Section C (a) of this 
Rider.  

 
b)         In calculating the QIP surcharge percentage, the utility shall use quarterly historical operation 

based on QIP investment data for a prior three-month period.  
 

         Quarterly Historical Operation  
 
Utilities shall determine the QIP surcharge percentage for the quarter using the following 
formula:  

 

S% = (NetQIP x PTR x .25) + NetQDep + (R x .33) + ((O + INT) x Om) x 100% PQR 
 

Where:  
 

S% = QIP surcharge percentage. 

NetQIP = Original cost of QIP less accumulated depreciation. 
NetQIP shall be the level of investment in QIP existing 
at the end of the calendar month for the month in which 
an information sheet is filed. 
 

PTR = Pre-tax return as described in Section E (a)(1) of this 
Rider. 
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NetQDep = Net quarterly depreciation expense applicable to 

NetQIP less the quarterly depreciation applicable to the 
plant being retired.  

R = Utility-determined reconciliation component calculated 
for the reconciliation year under the reconciliation 
feature as described in Section H (d) of this Rider. The 
reconciliation component shall be collected over nine 
months from April through December. No reconciliation 
component amount shall be included for the January 
through March quarter. 

O = Commission-ordered adjustment component. 

INT = The calculated interest attributable to the O component. 
This interest shall be calculated as described in Section 
H (i) of this Rider.  

Om = The Commission-ordered O component multiplier. Om 
is a timing factor applied to the O component and the 
INT to allow for the collection of the O component and 
the INT over the remainder of the operation year.  For 
example, if the O component and the INT were included 
in the QIP surcharge percentage on January 1, the Om 
would be 0.25. Similarly, if the O component and the 
INT were included in the QIP surcharge percentage on 
April 1, the Om would be .33. 

PQR = Project quarterly gas QIP base rate revenues during the 
calendar quarter when the QIP surcharge percentage 
shall be in effect. The projected quarterly revenue shall 
not include the exclusions listed in Section C (a) of this 
Rider. 

 
 Section G  Rider and Information Sheet Filings  
 

a)         A utility shall file a proposed QIP surcharge rider consistent with this Rider pursuant to Section 9-
201 of the Act. After a QIP surcharge rider is in effect, the QIP surcharge percentage shall be 
filed on an information sheet with supporting data no later than the 20th day of the month 
preceding the effective date of the QIP surcharge percentage. An information sheet with 
supporting data filed after that date, but prior to the effective date, shall be accepted only if it 
corrects an error or errors from a timely filed information sheet for the same effective date. Any 
other information sheet with supporting data shall be accepted only if submitted as a special 
permission request to become effective on less than 45 days notice under the provisions of 
Section 9-201(a) of the Act.  

 
b)          A new surcharge percentage may become effective on April 1, July 1, October 1, and January 1 

(with a new R component becoming effective, if required, on April 1). A utility may elect not to file 
an information sheet showing an increased QIP surcharge percentage for any quarter provided 
that the QIP costs that would have been reflected for that quarter in excess of the level reflected 
in developing the QIP surcharge percentage in effect for the quarter are disregarded in 
calculating the R component and O component for the affected reconciliation year.  
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c)         A utility shall submit with each information sheet:  

 
1)         A calculation of the QIP surcharge percentage, PTR, and GRCF; 
 
2)         A detailed schedule providing the following information for each completed QIP eligible 

project whose cost has been transferred to utility plant with the closing of the QIP eligible 
project's work order:  
 
A)        Plant account number and title;  
 
B)        Category of project;  
 
C)        Project name;  
 
D)        Description of project;  
 
E)         Work order number;  
 
F)         Dollar amount in the month of closing; and  
 
G)        Month and year of closing; and  

 
3)         A detailed schedule showing the calculation of depreciation expense.  

 
Section H  Annual Reconciliation  
 

a)         On or before March 15 of each year, a utility that had a QIP surcharge in effect for all or part of 
the immediately preceding calendar year shall submit to the Commission an annual reconciliation 
regarding the results for the previous reconciliation year. The annual reconciliation shall be 
verified by an officer of the utility. As required by this Section, the annual reconciliation shall 
include a calculation of the R component necessary to adjust revenue collected under the QIP 
surcharge rider in effect during the reconciliation year to an amount equivalent to the actual level 
of prudently-incurred QIP cost for the reconciliation year. In the event that the earnings report 
filed under this Section shows that the utility's actual rate of return has exceeded the level 
authorized in the utility's last general rate proceeding, as applicable, then the R component shall 
include the credit required by subsections (c) and (d). Any adjustment made through the R 
component shall be in effect for nine months commencing on the April 1 immediately following 
submittal of the annual reconciliation.  

 
b)         With the annual reconciliation, the utility shall file a petition seeking initiation of the annual 

reconciliation hearings required by Section 9-220.2 of the Act. After the hearing, the Commission 
shall determine the amount of the adjustment, if any, that should be made (through the O 
component) to the level of revenue collected by operation of the QIP surcharge rider during the 
reconciliation year, so that the amount of such revenue is equal to the actual level of prudently-
incurred QIP cost for the reconciliation year (to the extent that such adjustment has not already 
been reflected through an adjustment made by the utility to the R component of the QIP 
surcharge percentage).  

 
c)         In the annual reconciliation, the utility shall include data showing operating income and rate base 

for the reconciliation year, such data being developed in accordance with subsection (f)(4). If, for 
any such rate zone, the actual rate of return on rate base for the reconciliation year exceeds the 
overall rate of return allowed in the utility's last rate proceeding, revenues collected under the QIP 
surcharge rider shall be reflected as a credit through the R component of the QIP surcharge to 
the extent that such revenues contributed to the realization of a rate of return above the last 
approved level. A credit value for the R component will result in a reduction of the QIP surcharge 
percentage. To the extent, if any, that a required adjustment for a reconciliation year has not been 
already made by the utility (through the R component), the Commission shall require (through the 
O component) that such an adjustment be made after the annual reconciliation hearing.  
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d)         The utility shall calculate the R component using the following formula:  
 

R = (ActNetQIP x PTR) + ActNetDep - QIPRev + Rpy + Opy - EEA 
 
 
            Where:  
 

R = Utility-determined reconciliation component. 

ActNetQIP = The average actual cost of the investment in QIP for 
the reconciliation year less actual accumulated 
depreciation of QIP for the reconciliation year. The 
average actual cost of QIP, net of depreciation, shall 
be computed by using an average of 13 end-of-
month balances of QIP and accumulated 
depreciation for the period from December 31 of the 
year preceding the reconciliation year through 
December 31 of the reconciliation year. The amount 
of the ActNetQIP shall be limited by the provisions of 
Section G (b) of this Rider. 

PTR = Pre-tax return as described in Section E (a)(1) of this 
Rider. 

ActNetDep = Actual net depreciation expense related to the 
average investment in QIP for the rate zone for the 
reconciliation year. Depreciation expense shall be 
calculated by multiplying the actual investment in QIP 
by plant account, net of retirements, by the approved 
depreciation rates for the respective accounts in 
which the specific items included in the average QIP 
investment are recorded. The amount of the 
ActNetDep shall be limited by the provisions of 
Section G (b) of this Rider. 

QIPRev = Actual QIP revenues collected during the 
reconciliation year through the QIP surcharge. 

Rpy = The R component from the previous reconciliation 
year. 

Opy = The sum of the O component and the calculated 
interest attributable to the O component, or the sum 
of any O components and the calculated interest 
attributable to the O components included in the 
calculation of the QIP surcharge percentage during 
the reconciliation year. 

EEA = Excess earnings amount calculated in accordance 
with subsections (a), (c) and (f)(4) of this Section. 
There will only be an EEA when the utility's actual 
rate of return for the reconciliation year exceeds the 
overall rate of return authorized by the Commission in 
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the utility's last rate proceeding. 

 
e)         Any adjustment made by Order of the Commission under subsection (b) or (c) shall be included in 

the O component and be in effect for either 12 months or nine months, beginning on the next 
January 1 (if 12 months) or April 1 (if nine months) following the Order of the Commission, or 
such other period as the Commission may direct in the Order requiring that an adjustment be 
made.  

 
f)          Each annual reconciliation shall include the following schedules:  

 
1)         A schedule showing the QIP costs for the reconciliation year;  
 
2)         A schedule showing  the revenues arising through the application of the QIP surcharge 

during the reconciliation year;  
 
3)         A schedule showing the reconciliation component determined by the utility showing the 

amount to be recovered or refunded over a nine-month period commencing on April 1; 
and  

 
4)         Schedules showing the utility's calculation of actual operating income and 13-month 

average rate base for the reconciliation year by rate zone. This calculation of actual 
operating income and 13-month average rate base shall be adjusted for any applicable 
adjustments accepted by the Commission in the utility's last rate case. In calculating the 
amount of federal and State income tax expense reflected in operating income, the utility 
shall reflect as deductible interest expense for tax purposes the product that results when 
the weighted embedded cost-of-debt reflected in the overall rate of return calculation 
used in the utility's last rate proceeding is multiplied by the rate base for the applicable 
rate zone as shown in the annual reconciliation. In the event that the actual rate of return 
for any rate zone exceeds the rate of return allowed in the utility's last gas rate 
proceeding, a schedule showing the extent to which revenues provided by operation of 
the QIP surcharge contributed to the difference between the actual and last-authorized 
rate of return also shall be provided. The amount of the revenues provided by the QIP 
surcharge that contributed to the actual rate of return exceeding the overall rate of return 
authorized by the Commission in the utility's last gas rate proceeding shall be included as 
a credit in the calculation of the R component.  

 
g)         The first reconciliation year shall begin on the effective date of the first QIP surcharge information 

sheet and end on December 31 of the calendar year in which the first information sheet became 
effective. Each subsequent reconciliation year shall end on December 31.  

 
h)         When the utility files its annual reconciliation, the utility shall provide copies of the following items 

to the Commission's Manager of the Accounting Department:  
 
1)         Copies of all workpapers pertaining to the reconciliation;  
 
2)         A detailed summary of all invoices supporting the costs for eligible QIP surcharge 

projects;  
 
3)         Copies of the applicable general ledger or comparable material supporting the recovery of 

the QIP surcharge;  
 
4)         A detailed worksheet showing the calculation of any utility-determined reconciliation 

component (R component) amount based upon the annual reconciliation; and  
 
5)         Information regarding the prudence of the utility's investment in QIP.  

 
i)          Amounts either collected or refunded through the O component shall accrue interest at the rate 

established by the Commission under 83 Ill. Adm. Code 280.70(e)(1). Interest on the O 
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component shall be applied from the end of the reconciliation year until the O component is 
refunded or charged to ratepayers through the QIP surcharge.  

 
j)          If the annual reconciliation filed by a utility shows that the revenues collected by application of the 

QIP surcharge rider exceed actual QIP costs for three or more consecutive reconciliation years, 
the Commission may initiate hearings under Section 9-250 of the Act [220 ILCS 5/9-250] to 
determine whether the utility's QIP surcharge rider should be canceled.  

 
 
 

Section I – Audit 
 
The utility shall file annually with the Manager of the Accounting Department of the ICC’s Financial 
Analysis Division, no later than July 1, an internal audit report that determines whether or not the QIP 
surcharge and information provided in Section H have been calculated in accordance with this Rider. 
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The Peoples Gas Light and Coke Company   

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 1 of 3 

Rider UBA 
 

Uncollectible Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H, 2, 4, 6 and 8 and Riders SST, SST-T, LST-T, P and P-T 
 

The Uncollectible Balancing Adjustment (UBA), expressed on a cents per therm basis, recovers gas cost-
related uncollectible expenses.  The UBA will be applied monthly to Company-owned therms delivered to 
customers and recover uncollectible expenses associated with the gas charge revenues arising from 
charges in Riders 2, SST, SST-T, LST-T, P and P-T of this rate schedule.  For sales customers, Rider 
UBA shall be applied to all distribution therms.  For transportation customers and suppliers, Rider UBA 
shall apply to all therms subject to the Standby Commodity Charge and all therms taken as Authorized 
Overtake gas or Unauthorized Use of Gas pursuant to Riders SST, SST-T, LST-T, P and P-T.    
 
Each month the Company shall determine adjustments under this rider.  The Effective Component, as 
outlined in Section B (1), shall be filed with the Commission on a monthly basis and be in effect for the 
following month.  The Reconciliation Adjustment and each of its two components, RA1 and RA2, as 
outlined in Section B (2), shall be filed with the Commission annually no later than February 28 (February 
29 in a leap year) and amortized for the ten-month period commencing the following March 1.  The 
Company may shorten or lengthen the amortization period for RA1 and RA2 pursuant to the terms in 
Section B of this rider.  
 
Section A - Definitions 

As used in this rider, the terms below are defined to mean: 
 
Actual Gas Charge Revenues (AGR) shall mean those actual revenues arising from applicable 
charges in Riders 2, SST, SST-T, LST-T, P and P-T of this rate schedule. 
 
Effective Month shall mean the month for which the Effective Component in Section B (1) is 
calculated, and shall be the month after the Filing Month.   
 
Estimated Gas Charge Revenues (EGCR) shall mean estimated revenues arising from Rider 2 of 
this rate schedule and revenues arising from the application of the Standby Commodity Charge 
pursuant to Riders SST, SST-T, LST-T, P and P-T of this rate schedule.  
 
Factor T (T) shall mean the number of therms of Company-supplied gas delivered to customers by the 
Company for the specified period. 
 
Filing Month shall mean the month in which an adjustment is determined by the Company and 
submitted to the Commission.   

 
Fiscal Year shall mean the Fiscal Year of the Company that ended as of the most recent December 
31. 
 
Previous Reconciliation Period shall mean the ten-month reconciliation period that ended as of the 
most recent Fiscal Year.  
 
Recovered Gas Charge Uncollectible Expenses (RGCUE) shall mean the total sum of dollar 
amounts of uncollectible expense that were billed for each applicable Service Classification and Rider. 
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The Peoples Gas Light and Coke Company  

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 2 of 3 

Rider UBA 
 

Uncollectible Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H, 2, 4, 6 and 8 and Riders SST, SST-T, LST-T, P and P-T 
 
Section A - Definitions - continued 

Uncollectible Expense Percentage (UEP) shall mean the percentage of total operating revenues 
that is equal to the annual uncollectible expense loss ratio, as determined by the Commission in the 
Company’s most recent rate proceeding.  

 
Upcoming Reconciliation Period shall mean the ten-month period commencing on March 1 
following the Fiscal Year. 

 
Section B - Determination of Adjustment 

The per therm adjustment amount under this rider shall be the sum of the amounts determined 
pursuant to subsections (1) and (2). 
 
(1) Effective Component - The adjustment to be billed for the Effective Month is represented by the 

following formula: 
 

    (EGCR x UEP) / T x 100 
 

Where:  
EGCR represents the Estimated Gas Charge Revenues for the Effective Month. 
UEP represents the Uncollectible Expense Percentage. 
T represents the forecast Factor T for the Effective Month. 

 
(2) Reconciliation Adjustment – The reconciliation adjustment is calculated annually, amortized 

over a ten-month period, and represented by the following formula: 
 

  [(RA1 + RA2+O) x (1 + i)] / T x 100  
 

Where: 
RA1 = an amount due the Company (+RA1) or an amount due the customer (-RA1) arising 

from the reconciliation of Estimated Gas Charge Revenues and Actual Gas Charge 
Revenues plus revenues arising from application of the Effective Component in 
subsection B (1) above. 

 
 RA1 shall be represented by the following formula:  
 

 (AGR x UEP) – RGCUE 
 

Where:  
 AGR represents the Actual Gas Charge Revenues for the Fiscal Year. 
 UEP represents the Uncollectible Expense Percentage. 
 RGCUE represents the Recovered Gas Charge Uncollectible Expenses for the 

Fiscal Year. 
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The Peoples Gas Light and Coke Company   

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 3 of 3 

Rider UBA 
 

Uncollectible Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H, 2, 4, 6 and 8 and Riders SST, SST-T, LST-T, P and P-T 
 
Section B - Determination of Adjustment - continued 

RA2 = an amount due the Company (+RA2) or an amount due the customer (-RA2) as a 
consequence of any prior RA1 or O adjustment. 

 
 RA2 shall be represented by the following formula: 
 

    (RA + O) – RAR  
 

Where: 
RA represents RA1 for the Previous Reconciliation Period. 
RAR represents actual revenues arising from the application of RA for 

each month during the Previous Reconciliation Period. 
O  represents the Ordered adjustment, in dollars ($), ordered by the ICC 

that is to be refunded to or collected from customers as a result of the 
reconciliation established in Section C. 

 
i represents the interest rate established by the Commission under 83 Ill. Adm. Code 

280.70(e)(1) and in effect when each adjustment under this section is calculated,  
adjusted for the number of months in the Reconciliation Period. 

T represents the forecast Factor T for the Upcoming Reconciliation Period. 
 

The Effective Component and the Reconciliation Adjustment shall each be separately determined.  If 
an adjustment computes to 0.01¢ per therm or more, any fraction of 0.01¢ in the computed per therm 
adjustment amount shall be dropped if less than 0.005¢ or, if 0.005¢ or more, shall be rounded up to 
the next full 0.01¢. 
 
If the Company determines that RA will more nearly be refunded or recovered at the end of any month 
up to 11 months, the amortization period may be shortened or lengthened accordingly upon the 
Company giving 15 days’ notice to the Commission of the change in the amortization period.  

 
Section C – Reports and Reconciliations 

The Company shall file with the Commission on or before the last twentieth (20th) day of each Filing 
Month an information sheet that specifies the adjustment to be effective under this rider for the 
Effective Month. The Company shall file any corrections from a timely filed information sheet on or 
before the last day of the Filing Month.  Any other filing after that date will be accepted only if 
submitted as a special permission request under the provisions of Section 9-201 (a) of the Public 
Utilities Act [220 ILCS 5/9-201 (a)]. 
 
The Company shall file with the Commission annually, no later than February 28 (February 29 in a 
leap year), a statement of the Reconciliation Adjustment components RA1 and RA2 to be applicable for 
the Upcoming Reconciliation Period.    At this same time, the Company shall also file a petition with 
the ICC seeking initiation of an annual reconciliation to determine the accuracy of the statement.  The 
reconciling amount from such proceeding (Factor O) shall be recovered in the manner determined by 
the Commission in the annual reconciliation proceeding. 
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Section D - Terms and Conditions 

Subject to Terms and Conditions of Service and Riders to Schedule of Rates for Gas Service which 
are applicable to this rider.  The UBA shall be determined in accordance with the provisions of this 
rider. 
 

Section E – Audit 
 
The Company shall file annually with the Manager of the Accounting Department of the ICC’s 
Financial Analysis Division, no later than July 1, an internal audit report that determines whether or not 
the UBA and information provided in Section C have been calculated in accordance with this Tariff. 
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The Peoples Gas Light and Coke Company   

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 1 of 4 

Rider VBA 
 

Volume Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H and 2 
 

The Volume Balancing Adjustment (VBA), expressed on a cents per therm basis, stabilizes the distribution 
margin approved by the Commission in the Company’s most recent rate proceeding.   
 
Each month the Company shall determine adjustments under this rider.  A separate adjustment shall be 
calculated for each applicable Service Classification.  The Effective Component, as outlined in Section B 
(1), shall be filed with the Commission on a monthly basis and be in effect for the following month.  The 
Reconciliation Adjustment and each of its two components, RA1 and RA2, as outlined in Section B (2), shall 
be calculated and filed with the Commission annually no later than February 28 (February 29 in a leap 
year) and amortized for the ten-month period commencing the following March 1.  The Company may 
shorten or lengthen the amortization period for RA1 and RA2 pursuant to the terms in Section B of this 
rider.  
 
Section A - Definitions 

As used in this rider, the terms below are defined to mean: 
 

Actual Margin (AM) shall mean that dollar amount of monthly delivery charge revenues, excluding 
customer charge revenues and revenues arising from adjustments under this rider, which were billed 
for each applicable Service Classification for the specified period.   
 
Actual Customers (AC) shall mean the number of customers in each applicable Service 
Classification for the specified period. 
 
Effective Month shall mean the month for which the Effective Component in Section B (1) is 
calculated, and shall be the month after the Filing Month. 

 
Factor T (T) shall mean the number of therms of gas delivered to customers by the Company, 
including the number of therms of customer-owned or supplier-owned gas delivered by the Company, 
for the specified period. 
 
Filing Month shall mean the month in which an adjustment is determined by the Company and 
submitted to the Commission.   
 
Fiscal Year shall mean the Fiscal Year of the Company that ended as of the most recent December 
31. 
 
Previous Reconciliation Period shall mean the ten-month reconciliation period that ended as of the 
most recent Fiscal Year.  

 
Rate Case Customers (RCC) shall mean the number of customers that underlie the rates approved 
by the Commission in the Company’s most recent rate proceeding for each applicable Service 
Classification.   
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The Peoples Gas Light and Coke Company  

 
 

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 2 of 4 

Rider VBA 
 

Volume Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H and 2 
 
Section A - Definitions - continued 

Rate Case Margin (RCM) shall mean that dollar amount of delivery charge revenues, excluding 
customer charge revenues, approved by the Commission in the Company’s most recent rate 
proceeding for each applicable Service Classification.   
 
Reconciliation Month shall mean the second month prior to the Effective Month. 
 
Upcoming Reconciliation Period shall mean the ten-month period commencing on March 1 
following the Fiscal Year. 

 
Section B - Determination of Adjustment 

There shall be a separate per therm adjustment amount determined under this rider for each 
applicable Service Classification and such amount shall be the sum of the amounts determined 
pursuant to subsections (1) and (2).   
 
(1) Effective Component – The adjustment, determined for each Service Classification, to be billed 

for the Effective Month is represented by the following formula: 
 

    [(RCM / RCC) – (AM / AC)] x RCC / T x 100 
 

Where:  
RCM represents the Rate Case Margin for the Reconciliation Month. 
RCC represents the number of Rate Case Customers for the Reconciliation Month. 
AM represents the Actual Margin for the Reconciliation Month. 
AC represents the number of Actual Customers for the Reconciliation Month. 
T represents the forecast Factor T for the Effective Month. 

 
(2) Reconciliation Adjustment – The reconciliation adjustment determined for each Service 

Classification, is calculated annually, amortized over a ten-month period, and represented by the 
following formula: 

 

  [(RA1 + RA2+O) x (1 + i)] / T x 100  
 

 Where: 
RA1 = an amount due the Company (+RA1) or an amount due the customer (-RA1) arising 

from the reconciliation of Rate Case Margin revenues and Actual Margin revenues 
plus revenues arising from application of the Effective Component in subsection B 
(1) above. 

 
 RA1 shall be represented by the following formula:  
 

 RCM – (AM / AC x RCC) – VBAR 
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The Peoples Gas Light and Coke Company  

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 3 of 4 

Rider VBA 
 

Volume Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H and 2 
 

Section B - Determination of Adjustment - continued 
Where: 

RCM represents the Rate Case Margin for the Fiscal Year. 
AM represents the Actual Margin for the Fiscal Year. 
AC represents the average number of Actual Customers for the Fiscal 

Year. 
RCC represents the average number of Rate Case Customers for the Fiscal 

Year. 
VBAR represents the sum of the actual monthly revenues arising from the 

application of the Effective Component in Section B (1) for the Fiscal 
Year. 

 
RA2 = an amount due the Company (+RA2) or an amount due the customer (-RA2) as a 

consequence of any prior RA1 or O adjustment. 
 

RA2 shall be represented by the following formula: 
 

  (RA + O) – RAR 
 

Where: 
RA represents RA1 for the Previous Reconciliation Period. 
RAR represents actual revenues arising from the application of RA for each 

month during the Previous Reconciliation Period. 
  

i represents the interest rate established by the Commission under 83 Ill. Adm. Code 
280.70(e)(1) and in effect when each adjustment under this section is calculated,  
adjusted for the number of months in the Reconciliation Period. 

T represents the forecast Factor T for the Upcoming Reconciliation Period. 
O represents the Ordered adjustment, in dollars ($), ordered by the ICC that is to be 

refunded to or collected from customers as a result of the reconciliation established 
in Section C. 

 
 
The Effective Component and the Reconciliation Adjustment shall each be separately determined.  If 
an adjustment computes to 0.01¢ per therm or more, any fraction of 0.01¢ in the computed per therm 
adjustment amount shall be dropped if less than 0.005¢ or, if 0.005¢ or more, shall be rounded up to 
the next full 0.01¢. 
 
If the Company determines that RA will more nearly be refunded or recovered at the end of any month 
up to 11 months, the amortization period may be shortened or lengthened accordingly upon the 
Company giving 15 days’ notice to the Commission of the change in the amortization period.  
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The Peoples Gas Light and Coke Company  

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 4 of 4 

Rider VBA 
 

Volume Balancing Adjustment 
 

Applicable to Service Classification Nos. 1N, 1H and 2 
 

Section C - Reports and Reconciliations 
The Company shall file with the Commission on or before the last twentieth (20th)day of each Filing 
Month an information sheet that specifies the adjustments to be effective under this rider for the 
Effective Month. The Company shall file any corrections from a timely filed information sheet on or 
before the last day of the Filing Month.  Any other filing after that date will be accepted only if 
submitted as a special permission request under the provisions of Section 9-201 (a) of the Public 
Utilities Act [220 ILCS 5/9-201 (a)]. 
 
The Company shall file with the Commission annually, no later than February 28 (February 29 in a 
leap year), a statement of the Reconciliation Adjustment components RA1 and RA2 to be applicable for 
the Upcoming Reconciliation Period.    At this same time, the Company shall also file a petition with 
the ICC seeking initiation of an annual reconciliation to determine the accuracy of the statement. The 
reconciling amount from such proceeding (Factor O) shall be recovered in the manner determined by 
the Commission in the annual reconciliation proceeding. 
 
 
 

Section D - Terms and Conditions 
Subject to Terms and Conditions of Service and Riders to Schedule of Rates for Gas Service which 
are applicable to this rider.   

 
Section E – Audit 

 
The Company shall file annually with the Manager of the Accounting Department of the ICC’s 
Financial Analysis Division, no later than July 1, an internal audit report that determines whether or not 
the VBA and information provided in Section C have been calculated in accordance with this Tariff. 
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The Peoples Gas Light and Coke Company   

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 1 of 3 

Rider EEP 
 

Enhanced Efficiency Program 
 

Applicable to Service Classification Nos. 1H and 2 
 

The EEP charge, expressed on a cents per customer basis, is a monthly charge that recovers expenses 
related to the Company’s energy efficiency programs.  The Company shall determine charges under this 
rider separately for each applicable service classification.  The Company shall determine the Effective 
Component, as outlined in Section B (1), annually.  With the exception of the Effective Component 
determined for the first Program Period after this rider goes into effect, the Company  shall file the 
Effective Component with the Commission no later than December 31, and it shall be in effect for the 12 
month period commencing the following January 1.  The Company shall file the Effective Component for 
the first Program Period no later than 60 days after the Commission’s order in Docket Nos. xx-xxx 07-
0241/0242 Consolidated.  The Company shall determine the Reconciliation Adjustment, as outlined in 
Section B (2), annually.  The Company shall file the Reconciliation Adjustment with the Commission no 
later than March 31, and it shall be effective for the nine-month period commencing the following April 1.   
 
Section A - Definitions 

As used in this rider, the terms below are defined to mean: 
 
 

Annual Program Budget (APB) shall mean that annual amount of Rider EEP expenses approved by 
the Commission in the Company’s most recent rate proceeding.  
 
Available Budget (AVB) shall mean the Annual Program Budget plus the Carry Over Budget. 
  
Carry Over Budget (COB) shall mean the amount of the APB from the Previous Program Period that 
shall be carried into the Program Period and shall be the lower of the Carry Over Maximum or the 
Under Budget Amount. 
 
Carry Over Percentage (CP) shall mean the percentage that is applied to the Annual Program 
Budget to determine the Carry Over Maximum.  There shall be no Carry Over Percentage in the first 
Program Period after this rider first goes into effect.  The Carry Over Percentage shall be 75% in the 
second Program Period, 50% in the third Program Period, 25% in the fourth Program Period and 10% 
in each subsequent Program Period.  
 
Carry Over Maximum (COM) shall mean the maximum amount of the Annual Program Budget that 
can be carried over to a Program Period and shall be the product of the Annual Program Budget 
(APB)  and the Carry Over Percentage (CP).  
 
Under Budget Amount  shall be AVB from the Previous Program Period less EEPE. 
 
Customers (CUST)  shall mean the average number of forecasted customers. 
 
EEP Expenses (EEPE) shall mean the actual amount of EEP expenses accrued by the Company 
during the Previous Program Period. 
 
EEP Revenues (EEPR) shall mean that amount of billed revenues arising from application of the 
Effective Component determined in Section B (1) during the Previous Program Period. 
 
Previous Program Period shall mean that most recently ended Program Period for which the 
Reconciliation Adjustment in Section B (2) is calculated.  
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The Peoples Gas Light and Coke Company  

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 Page 2 of 3 
Rider EEP 

 
Enhanced Efficiency Program 

 
Applicable to Service Classification Nos. 1H and 2 

 
 
Section A – Definitions, continued 

 
Program Period shall mean the period of January 1 through December 31, for which the Effective 
Component in Section B (1) is calculated.  For the first filing under this rider, the Program Period shall 
mean the period beginning the first day of the first calendar month after the filing is made with the 
Commission, through December 31.    
 
Reconciliation Period shall mean the period of April 1 through December 31, commencing on the 
April 1 following the Previous Program Period, during which the Reconciliation Adjustment in Section B 
(2) is recovered.  

 
 
Section B - Determination of Adjustment 

The per customer charge amount under this rider shall be the sum of the amounts determined 
pursuant to subsections (1) and (2).  
 
(1) Effective Component - The charge to be billed for each month during the Program Period is 

represented by the following formula and shall be determined separately for each applicable 
service classification : 

 
    APB / CUST / 12 x 100 
 
Where: 

 
APB       represents APB for the Program Period 
CUST  represents CUST for the Program Period 

 
 

(2) Reconciliation Adjustment - The reconciliation adjustment is calculated annually, amortized over 
a nine-month period, and represented by the following formula: 

 
[(COB1 – COB2) + [( RA1 + RA2+O) x (1 + i)] ] / CUST / 9 x 100 

 
Where: 
  
   COB1      represents the Carry Over Budget for the Program Period 
   COB2        represents the Carry Over Budget for the Previous Program Period 
   RA1  represents (EEPE – EEPR) for the Previous Program Period. 
 RA2  represents the reconciliation of RA1 for the Previous Program Period, where a 

(+RA2) equals an amount due the Company and a (-RA2) equals an amount due 
the customer.  

 i    represents the interest rate established by the Commission under 83 Ill. Adm. 
Code 280.70(e)(1) and in effect when each adjustment under this section is 
calculated, adjusted for the number of months in the Reconciliation Period.  

  CUST represents CUST for the Reconciliation Period. 
O represents the Ordered adjustment, in dollars ($), ordered by the ICC that is to be 

refunded to or collected from customers as a result of the reconciliation established 
in Section C. 
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The Peoples Gas Light and Coke Company  

 
RIDER TO SCHEDULE OF RATES FOR GAS SERVICE 

 
 Page 3 of 3 

Rider EEP 
 

Enhanced Efficiency Program 
 

Applicable to Service Classification Nos. 1H and 2 
 
 

Section B - Determination of Adjustment, continued 
 

The first Reconciliation Adjustment shall be calculated for the Program Period ending December 31, 
2008, and the first Reconciliation Period shall be the nine-month period commencing April 1, 2009. 
 
If an adjustment computes to 0.01¢ or more, any fraction of 0.01¢ in the computed adjustment amount 
shall be dropped if less than 0.005¢ or, if 0.005¢ or more, shall be rounded up to the next full 0.01¢. 
 

 
Section C - Reports and Reconciliations 
 The Company shall file annually with the Commission, no later than December 31 a report showing the 

determination of the Effective Component to be in effect during the Program Period.  The first such filing 
shall be no later than 60 days after the Commission’s order in Docket Nos. xx-xxxx 07-0241/0242 
Consolidated.  Commencing in 2009, the Company shall also file annually with the Commission, no later 
than March 31, an EEP statement of activity, including program descriptions, for the Previous Program 
Period and a report showing the determination of the Reconciliation Adjustment to be in effect during the 
Reconciliation Period. At this same time, the Company shall also file a petition with the ICC seeking 
initiation of an annual reconciliation to determine the accuracy of the statement.  The reconciling amount 
from such proceeding (Factor O) shall be recovered in the manner determined by the Commission in the 
annual reconciliation proceeding. 
 
 

 
Section D – Modification or Termination of Program 

Should the State of Illinois, or other governing body, require the Company or its customers to fund energy 
efficiency programs as part of a statewide initiative or as part of any other such initiative imposed on all or 
some Illinois utilities or customers (“new initiative”), the Company will continue to fund the programs 
established at the level for which the Commission has approved cost recovery pursuant to this rider, less 
all amounts required to be contributed to the new initiative.  In any year in which the funding required by 
the new initiative equals or exceeds the amount that the Company would fund under this rider, the 
Effective Component shall be zero.    

 
 
Section E - Terms and Conditions 

Subject to Terms and Conditions of Service and Riders to Schedule of Rates for Gas Service which 
are applicable to this rider.   
 

Section F – Audit 
 

The Company shall file annually with the Manager of the Accounting Department of the ICC’s 
Financial Analysis Division, no later than July 1, an internal audit report that determines whether or not 
the EEP and information provided in Section C have been calculated in accordance with this Tariff. 
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Company
Pro Forma Company Staff Proposed

Jurisdictional Staff Proposed Gross Rates With Adjustment Staff
Operating Income Staff Pro Forma Increase Revenue Staff To Pro Forma

Line (Co. Sch. C-1, Adjustments Present (Co. Sch. C-1, Conversion Adjustments Proposed Proposed
No. Description col. E) (Sch 1. 2 N) (Cols. b+c) col. H ) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues 62,013$                   -$                       62,013$             6,314$              -$                  68,327$            (5,991)$             62,336$            
2 PGA Revenues 226,316                   (226,316)                 -                         -                        -                        -                        -                        -                        
3 Coal Tar Revenues 2,065                       (2,065)                    -                         -                        -                        -                        -                        -                        
4 Other Revenues 1,639                      -                           1,639               -                      -                      1,639              -                      1,639              
5 Total Operating Revenue 292,033                   (228,381)                 63,652               6,314                -                        69,966              (5,991)               63,975              

U ll tibl E 2 085 (41) 2 044 44 2 088 (42) 2 046

Statement of Operating Income with Adjustments
For the Test Year Ending  September 30, 2006

(In Thousands)

North Shore Gas Company

6 Uncollectibles Expense 2,085                      (41)                       2,044               44                   -                      2,088              (42)                  2,046              
7 Cost of Gas 226,316                   (226,316)                 -                         -                        -                        -                        -                        -                        
8 Other Production 170                          -                             170                    -                        -                        170                   -                        170                   
9 Distribution 8,332                       (717)                       7,615                 -                        -                        7,615                -                        7,615                
10 Customer Accounts 6,308                       (76)                         6,232                 -                        -                        6,232                -                        6,232                
11 Customer Service and Informational Services 83                            (43)                         40                      -                        -                        40                     -                        40                     
12 Sales 35                            -                             35                      -                        -                        35                     -                        35                     
13 Administrative and General 22,323                     (3,912)                    18,411               -                        -                        18,411              -                        18,411              
14 Depreciation 6,166                       -                             6,166                 -                        -                        6,166                -                        6,166                
15 Storage -                              -                             -                         -                        -                        -                        -                        -                        
16 Transmission 95                            -                             95                      -                        -                        95                     -                        95                     
17 Taxes Other than Income 2,105                      (45)                       2,060               -                      -                      2,060              -                      2,060              
18 Total Operating Expense
19      Before Income Taxes 274,018                   (231,149)                 42,869               44                     -                        42,913              (42)                    42,871              

20 State Income Tax (116)                         209                         93                      458                   -                        551                   (434)                  117                   
21 Federal Income Tax 1,672                       931                         2,603                 2,034                -                        4,637                (1,930)               2,707                
22 Deferred Taxes and ITCs Net 3,345                      -                           3,345               -                      -                      3,345              -                      3,345              
23 Total Operating Expenses 278,919                  (230,009)               48,910             2,536               -                      51,446            (2,406)             49,040            

24 NET OPERATING INCOME 13,114$                  1,628$                   14,742$            3,778$              -$                 18,520$           (3,585)$            14,935$           

25 Staff Rate Base (Schedule 1.3 N, column (d), line 23) 194,475$          
26 Staff Overall Rate of Return (ICC Staff Exhibit 5.0, Schedule 5.01) 7.68%

27 Revenue Change (column (i), line 5 minus column (d), line 5) 323$                 
28 Percentage Change (column (i), line 27 divided by column (d), line 5) 0.51%
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Corp. Re-Bill Subtotal
Interest Non-Base Rate Collection Civic, Political & Uncollectibles Correct Invested PEC Officer Operating

Line Synchronization Revs. & Exps. Agency Fees Related Activities Expense Capital Tax Costs Statement
No. Description ( Sch.1.5 N) (Sch. 1.7 N) (Sch. 1.8 N) (Sch. 1.9 N) (Sch. 1.10 N) (Sch. 1.11 N) (Sch. 1.12 N) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues -$                       -$                  -$                  -$                      -$                  -$                  -$                  -$                  
2 PGA Revenues -                             (226,316)           -                        -                            -                        -                        -                        (226,316)           
3 Coal Tar Revenues -                             (2,065)               -                        -                            -                        -                        -                        (2,065)               
4 Other Revenues -                           -                      -                      -                          -                      -                      -                      -                       
5 Total Operating Revenue -                             (228,381)           -                        -                            -                        -                        -                        (228,381)           

6 Uncollectibles Expense -                             -                        -                        -                            (41)                    -                        -                        (41)                    
7 Cost of Gas -                             (226,316)           -                        -                            -                        -                        -                        (226,316)           
8 Other Production -                             -                        -                        -                            -                        -                        -                        -                        
9 Distribution -                             -                        -                        -                        -                        -                        -                        
10 Customer Accounts -                             -                        (76)                    -                            -                        -                        -                        (76)                    
11 Customer Service and Informational Services -                             -                        -                        -                            -                        -                        -                        -                        
12 Sales -                             -                        -                        -                            -                        -                        -                        -                        
13 Administrative and General -                             (2,065)               -                        (11)                        -                        -                        (100)                  (2,176)               
14 Depreciation -                             -                        -                        -                            -                        -                        -                        -                        
15 Storage -                             -                        -                        -                            -                        -                        -                        -                        
16 Transmission -                             -                        -                        -                            -                        -                        -                        -                        
17 Taxes Other than Income -                           -                      -                      -                          -                      (20)                  -                      (20)                  
18 Total Operating Expense
19      Before Income Taxes -                             (228,381)           (76)                    (11)                        (41)                    (20)                    (100)                  (228,629)           

20 State Income Tax 7                            -                        6                       1                           3                       1                       7                       25                     
21 Federal Income Tax 33                          -                        25                     4                           13                     6                       32                     113                   
22 Deferred Taxes and ITCs Net -                           -                      -                      -                          -                      -                      -                      -                       
23 Total Operating Expenses 40                        (228,381)         (45)                  (6)                        (25)                  (13)                  (61)                  (228,491)         

24 NET OPERATING INCOME (40)$                      -$                 45$                  6$                        25$                  13$                  61$                  110$                

North Shore Gas Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)
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Subtotal Corp. Re-Bill Subtotal
Operating Corp. Re-Bill Employee Non-Payroll Incentive Executive Customer Operating

Line Statement Penalties Recreation Inflation Compensation Perquisities Installations Statement
No. Description Adjustments (Sch. 1.13 N) (Sch. 1.14 N) (Sch. 2.1 N) (Sch. 2.2 N) (Sch. 2.3 N) (Sch. 2.4 N) Adjustments

(a) (j) (k) (l) (m) (n) (o) (p) (q)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
3 Coal Tar Revenues (2,065)               -                        -                        -                        -                        -                        -                        (2,065)               
4 Other Revenues -                      -                      -                      -                       -                      -                      -                      -                      
5 Total Operating Revenue (228,381)           -                        -                        -                        -                        -                        -                        (228,381)           

6 Uncollectibles Expense (41)                    -                        -                        -                        -                        -                        -                        (41)                    
7 Cost of Gas (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution -                        -                        -                        (542)                  -                        -                        (175)                  (717)                  
10 Customer Accounts (76)                    -                        -                        -                        -                        -                        -                        (76)                    
11 Customer Service and Informational Services -                        -                        -                        -                        -                        -                        -                        -                        
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (2,176)               (5)                      (7)                      -                        (552)                  (15)                    -                        (2,755)               
14 Depreciation -                        -                        -                        -                        -                        -                        -                        -                        
15 Storage -                        -                        -                        -                        -                        -                        -                        -                        
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (20)                  -                      -                      -                       (24)                  -                      -                      (44)                  
18 Total Operating Expense
19      Before Income Taxes (228,629)           (5)                      (7)                      (542)                  (576)                  (15)                    (175)                  (229,948)           

20 State Income Tax 25                     -                        1                       40                     42                     1                       13                     122                   
21 Federal Income Tax 113                   1                       2                       176                   187                   5                       57                     541                   
22 Deferred Taxes and ITCs Net -                      -                      -                      -                       -                      -                      -                      -                      
23 Total Operating Expenses (228,491)         (4)                    (4)                    (326)                 (347)                (9)                    (105)                (229,285)         

24 NET OPERATING INCOME 110$                4$                    4$                    326$                 347$                9$                    105$                904$                

North Shore Gas Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)
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Subtotal Correction Subtotal
Operating of Pro Forma Advertising Lobbying Rate Case Injuries & Operating

Line Statement Wages Expense Expense Expense Damages Statement
No. Description Adjustments (Sch. 2.6 N) (Sch. 3.2 N) (Sch. 3.3 N) (Sch. 4.1 N) (Sch. 4.4 N) (Source) Adjustments

(a) (r) (s) (t) (u) (v) (w) (x) (y)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
3 Coal Tar Revenues (2,065)               -                        -                        -                        -                        -                        -                        (2,065)               
4 Other Revenues -                       -                      -                      -                       -                       -                      -                      -                      
5 Total Operating Revenue (228,381)           -                        -                        -                        -                        -                        -                        (228,381)           

6 Uncollectibles Expense (41)                    -                        -                        -                        -                        -                        -                        (41)                    
7 Cost of Gas (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution (717)                  -                        -                        -                        -                        -                        -                        (717)                  
10 Customer Accounts (76)                    -                        -                        -                        -                        -                        -                        (76)                    
11 Customer Service and Informational Services -                        -                        (43)                    -                        -                        -                        -                        (43)                    
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (2,755)               25                     -                        (12)                    (797)                  (373)                  -                        (3,912)               
14 Depreciation -                        -                        -                        -                        -                        -                        -                        -                        
15 Storage -                        -                        -                        -                        -                        -                        -                        -                        
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (44)                   -                      -                      (1)                     -                       -                      -                      (45)                  
18 Total Operating Expense
19      Before Income Taxes (229,948)           25                     (43)                    (13)                    (797)                  (373)                  -                        (231,149)           

20 State Income Tax 122                   (2)                      3                       1                       58                     27                     -                        209                   
21 Federal Income Tax 541                   (8)                      14                     4                       259                   121                   -                        931                   
22 Deferred Taxes and ITCs Net -                       -                      -                      -                       -                       -                      -                      -                      
23 Total Operating Expenses (229,285)          15                   (26)                  (8)                     (480)                 (225)                -                      (230,009)         

24 NET OPERATING INCOME 904$                (15)$                 26$                  8$                     480$                225$                -$                 1,628$             

North Shore Gas Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)
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Subtotal Total
Operating Operating

Line Statement Statement
No. Description Adjustments (Source) (Source) (Source) (Source) (Source) (Source) Adjustments

(a) (z) (aa) (ab) (ac) (ad) (ae) (af) (ag)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
3 Coal Tar Revenues (2,065)               -                        -                        -                        -                        -                        -                        (2,065)               
4 Other Revenues -                       -                      -                      -                       -                       -                      -                      -                      
5 Total Operating Revenue (228,381)           -                        -                        -                        -                        -                        -                        (228,381)           

6 Uncollectibles Expense (41)                    -                        -                        -                        -                        -                        -                        (41)                    
7 Cost of Gas (226,316)           -                        -                        -                        -                        -                        -                        (226,316)           
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution (717)                  -                        -                        -                        -                        -                        -                        (717)                  
10 Customer Accounts (76)                    -                        -                        -                        -                        -                        -                        (76)                    
11 Customer Service and Informational Services (43)                    -                        -                        -                        -                        -                        -                        (43)                    
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (3,912)               -                        -                        -                        -                        -                        -                        (3,912)               
14 Depreciation -                        -                        -                        -                        -                        -                        -                        -                        
15 Storage -                        -                        -                        -                        -                        -                        -                        -                        
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (45)                   -                      -                      -                       -                       -                      -                      (45)                  
18 Total Operating Expense
19      Before Income Taxes (231,149)           -                        -                        -                        -                        -                        -                        (231,149)           

20 State Income Tax 209                   -                        -                        -                        -                        -                        -                        209                   
21 Federal Income Tax 931                   -                        -                        -                        -                        -                        -                        931                   
22 Deferred Taxes and ITCs Net -                       -                      -                      -                       -                       -                      -                      -                      
23 Total Operating Expenses (230,009)          -                      -                      -                       -                       -                      -                      (230,009)         

24 NET OPERATING INCOME 1,628$             -$                 -$                 -$                  -$                 -$                 -$                 1,628$             

North Shore Gas Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)
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Company
Pro Forma Staff

Jurisdictional Staff Pro Forma
Line Rate Base Adjustments Rate Base
No. Description (Co. Sch. B-1) (Sch.1.4 N) (Col. b+c)

(a) (b) (c) (d)

1 Gross Utility Plant 380,087$                           (49)$                         380,038$           
2 Accumulated Provision for Depreciation and Amortization (148,643)                           18                            (148,625)            
3 -                                         -                               -                          
4 Net Plant 231,444$                           (31)$                         231,413$           

5 Additions to Rate Base:
6 Materials and Supplies 1,539                                 -                               1,539                 
7 Gas in Storage 10,507                               (1,481)                      9,026                 
8 Budget Plan Balances 849                                    -                               849                    
9 -                                         -                               -                          
10 -                                         -                               -                          
11 -                                         -                               -                          
12 Deductions From Rate Base:
13 Accumulated Deferred Income Taxes (42,500)                              -                               (42,500)              
14 Customer Advances for Construction (748)                                   -                               (748)                   
15 Customer Deposits (2,860)                                -                               (2,860)                
16 Cash Working Capital (1,124)                                (1,120)                      (2,244)                
17 -                                         -                               -                          
18 -                                         -                               -                          
19 -                                         -                               -                          
20 -                                         -                               -                          
21 -                                         -                               -                          
22 -                                         -                               -                          

23 Rate Base 197,107$                           (2,632)$                    194,475$           

North Shore Gas Company
Rate Base

For the Test Year Ending  September 30, 2006
(In Thousands)
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Working
Incentive Cash Working Lobbying Capital Total

Line Compensation Capital Expense Allowance Rate Base
No. Description (Sch. 2.2 N) (Sch. 3.1 N) (Sch. 3.3 N) (Sch. 11.1 N) (Source) (Source) (Source) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Gross Utility Plant (46)$                       -$                 (3)$                   -$                 -$                 -$                 -$                 (49)$                 
2 Accumulated Provision for Depreciation and Amortization 18                          -                       -                       -                       -                       -                       -                       18                     
3 -                           -                     -                     -                      -                     -                     -                     -                     
4 Net Plant (28)$                       -$                     (3)$                   -$                     -$                     -$                     -$                     (31)$                 

5 Additions to Rate Base:
6 Materials and Supplies -                             -                       -                       -                       -                       -                       -                       -                       
7 Gas in Storage -                             -                       -                       (1,481)              -                       -                       -                       (1,481)              
8 Budget Plan Balances -                             -                       -                       -                       -                       -                       -                       -                       
9 -                             -                       -                       -                       -                       -                       -                       -                       

10 -                             -                       -                       -                       -                       -                       -                       -                       
11 -                             -                       -                       -                       -                       -                       -                       -                       
12 Deductions From Rate Base: -                             -                       -                       -                       -                       -                       -                       -                       
13 Accumulated Deferred Income Taxes -                             -                       -                       -                       -                       -                       -                       -                       
14 Customer Advances for Construction -                             -                       -                       -                       -                       -                       -                       -                       
15 Customer Deposits -                             -                       -                       -                       -                       -                       -                       -                       
16 Cash Working Capital -                             (1,120)              -                       -                       -                       -                       -                       (1,120)              
17 -                             -                       -                       -                       -                       -                       -                       -                       
18 -                             -                       -                       -                       -                       -                       -                       -                       
19 -                             -                       -                       -                       -                       -                       -                       -                       
20 -                             -                       -                       -                       -                       -                       -                       -                       
21 -                             -                       -                       -                       -                       -                       -                       -                       
22 -                           -                     -                     -                      -                     -                     -                     -                     

23 Rate Base (28)$                      (1,120)$           (3)$                  (1,481)$            -$                -$                -$                (2,632)$           

(In Thousands)

Adjustments to Rate Base
North Shore Gas Company

For the Test Year Ending  September 30, 2006
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Line
No. Amount

(b)

1 Rate Base 194,475$           (1)

2 Weighted Cost of Debt 2.36% (2)

3 Synchronized Interest Per Staff (Line 1 x Line 2) 4,590$               

4 Company Interest Expense 4,691                 (3)

5 Increase (Decrease) in Interest Expense (101)$                

6 Increase (Decrease) in State Income Tax Expense
7      at 7.300% 7$                      

8 Increase (Decrease) in Federal Income Tax Expense
9      at 35.000% 33$                    

(1) Source:  Schedule 1.3, column (d), line 23
(2) Source:  ICC Staff Exhibit 5.0, Schedule 5.01
(3) Source:  Company Schedule C-5.4, page 2, line 3

Description
(a)

North Shore Gas Company
Interest Synchronization Adjustment

For the Test Year Ending  September 30, 2006
(In Thousands)
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Per Staff Per Staff
Line With Without
No. Description Rate Bad Debts Bad Debts

(a) (b) (c) (d)

1 Revenues 1.000000 1.000000

2 Uncollectibles 0.7000% 0.007000
3 State Taxable Income 0.993000

4 State Income Tax 7.3000% 0.072489 0.073000
5 Federal Taxable Income 0.920511 0.927000

6 Federal Income Tax 35.0000% 0.322179 0.324450

7 Operating Income 0.598332 0.602550

8 Gross Revenue Conversion Factor Per Staff (Line 1 / Line 7) 1.671313 1.659613

North Shore Gas Company
Gross Revenue Conversion Factor

For the Test Year Ending  September 30, 2006
(In Thousands)
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Line
No. Amount Source

(b) (c)

1 PGA Revenues and Cost of Gas per Staff -$                  

2 PGA Revenues and Cost of Gas per Company 226,316             Schedule E-5, Section A, Col. L, line 24

3 Staff Proposed Adjustment (226,316)$         Line 1 - line 2

4 Coal Tar Revenues and Expenses per Staff -$                  

5 Coal Tar Revenues and Expenses per Company 2,065                 Schedule E-5, Section A, Col. M, line 24

6 Staff Proposed Adjustment (2,065)$             Line 4 - line 5

Description
(a)

North Shore Gas Company
Adjustment to Remove Non-Base Rate Revenues and Expenses

For the Test Year Ending  September 30, 2006
(In Thousands)
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Line
No. Amount Source

(b) (c)

1 Collection Agency Fees per Staff 29$                   Schedule 1.8 N, page 2, line 8

2 Collection Agency Fees per Company 105                   Schedule 1.8 N, page 2, line 2

3 Staff Proposed Adjustment (76)$                  Line 1 - line 2

Description
(a)

North Shore Gas Company
Adjustment to Pro Forma Collection Agency Fees

For the Test Year Ending  September 30, 2006
(In Thousands)
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Line
No. Amount Source

(a) (b) (c)

1 Company Pro forma Adjustment 76$                   Company Schedule C-2.19, line 9

2 Normalized Test Year Collection Agency Fees Per Compan 105$                Line 1 + line 8

3 Historical Collection Agency Fees
4 2002 67$                   Company Response AG 2.28 Exhibit 1
5 2003 138                   Company Workpaper WPC-2.19.1
6 2004 124                   Company Workpaper WPC-2.19.1
7 2005 55                     Company Workpaper WPC-2.19.1
8 2006 29                     Company Workpaper WPC-2.19.1
9 2007 Annualized 26                     Note 1

Note 1:
Calculated using October 2006 through March 2007 Collection Agency Fees amount of $13, divided by 6 months, multiplied by 12 months.  Data provided 
in Company Response DLH 9.03 Exhibit 1.

Description

North Shore Gas Company
Adjustment to Pro Forma Collection Agency Fees

For the Test Year Ending  September 30, 2006
(In Thousands)
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Line
No. Amount Source

(b) (c)

1 Civic, Political, and Related Activities Allocated from PEC per Staff -$                  

2 Civic, Political, and Related Activities Allocated from PEC per Company 11                     Company response to Staff data request DLH-13.04

3 Staff Proposed Adjustment (11)$                 Line 1 - line 2

Description
(a)

North Shore Gas Company
Adjustment for Civic, Political and Related Activities Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.10 N

Line
No. Amount Source

(b) (c)

1 Uncollectibles Rate per Company 0.7000% Company Schedule C-16

2 Total Revenues Prior to Rate Increase 292,033$          Company Schedule C-1, line 1, column G

3 Uncollectibles Expense per Staff 2,044$              Line 1 x line 2

4 Uncollectibles Expense per Company 2,085                Company Schedule C-4

5 Staff Proposed Adjustment (41)$                 Line 3 - line 4

Description
(a)

North Shore Gas Company
Adjustment to Pre-Increase Uncollectibles Expense

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.11 N

Line
No. Amount Source

(b) (c)

1 Increase in Invested Capital Tax per Staff 30$                   Company response to Staff data request DLH-12.01

2 Increase in Invested Capital Tax per Company 50                     Company Schedule C-2.6

3 Staff Proposed Adjustment (20)$                 Line 1 - line 2

Description
(a)

North Shore Gas Company
Adjustment to Correct Invested Capital Tax

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.12 N
Page 1 of 2

Line
No. Amount Source

(b) (c)

1 Total Officer Costs and Directors Fees per Staff 896$                 Line 6

2 Total Officer Costs and Directors Fees per Company 996                   Schedule 1.12 N, page 2, line 2, col. (f)

3 Staff Proposed Adjustment (100)$               Line 1 - line 2

4 Total Officer Costs and Directors Fees per Staff 10,045              Schedule 1.12 N, page 2, line 5, col. (f)
5 Staff Proposed Allocation Factor for North Shore 9% Schedule 1.12 N, page 2, line 2, col. (h)

6 Total Officer Costs and Directors Fees per Staff 896$                Line 4 x Line 5

Description
(a)

North Shore Gas Company
Adjustment to Allocation of PEC Officer Costs and Director Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.12 N
Page 2 of 2

PEC Officer Costs PEC Officer Costs Total PEC Directors Fees & Exps. Total Officer Costs Percentage
Line  Direct Billed Corporate Allocation Officer Costs Corporate Allocation and Director Fees Percentage Per Staff
No. Company (1) (1) (Cols. b + c) (2) (Cols. d + e) Per Company (3)

(a) (b) (c) (d) (e) (f) (g) (h)

1 Peoples Gas $4,294 $1,389 $5,683 $1,333 $7,016 70% 63%
2 North Shore 633                             185                              818                      178                                     996                                  10% 9%
3 Other Affiliates 1,488                          278                              1,766                   267                                     2,033                               20% 18%
4 PEC -                                 -                                -                         -                                       -                                    0% 10%
5 Total $6,416 $1,851 $8,267 $1,778 $10,045 100% 100%

(1) Source:  Company response to Staff data request DLH-19.01
(2) Source:  Company response to Staff data request DLH-13.06
(3) Calculated for North Shore as 10% - (10% x 10% PEC)

North Shore Gas Company
Adjustment to Allocation of PEC Officer Costs and Director Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.13 N

Line
No. Amount Source

(b) (c)

1 Federal Income Tax Penalty Allocated from PEC per Staff -$                  

2 Federal Income Tax Penalty Allocated from PEC per Company 5                       Line 6

3 Staff Proposed Adjustment (5)$                   Line 1 - line 2

4 Total Federal Income Tax Penalty Incurred by PEC 46$                   Company response to Staff data request DLH-20.01

5 Corporate Allocator to North Shore 10% Company response to Staff data request DLH-20.01

6 Allocation to North Shore 5$                    Line 4 * line 5

Description
(a)

North Shore Gas Company
Adjustment for Penalties Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.14 N

Line
No. Amount Source

(b) (c)

1 Employee Recreation Expenses Allocated from PEC per Staff -$                  

2 Employee Recreation Expenses Allocated from PEC per Company 7                       Company response to Staff data request DLH-20.01

3 Staff Proposed Adjustment (7)$                   Line 1 - line 2

Description
(a)

North Shore Gas Company
Adjustment for Employee Recreation Expenses Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.1 P

Company
Pro Forma Company Staff Proposed

Jurisdictional Staff Proposed Gross Rates With Adjustment Staff
Operating Income Staff Pro Forma Increase Revenue Staff To Pro Forma

Line (Co. Sch. C-1, Adjustments Present (Co. Sch. C-1, Conversion Adjustments Proposed Proposed
No. Description col. E) (Sch 1. 2 P) (Cols. b+c) col. H ) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues 374,901$                 -$                       374,901$           102,560$          -$                  477,461$          (49,324)$           428,137$          
2 PGA Revenues 1,084,326                (1,084,326)              -                         -                        -                        -                        -                        -                        
3 Coal Tar Revenues 31,588                     (31,588)                   -                         -                        -                        -                        -                        -                        
4 Other Revenues 15,688                    -                           15,688             -                      -                      15,688            -                      15,688            
5 Total Operating Revenue 1,506,503                (1,115,914)              390,589             102,560            -                        493,149            (49,324)             443,825            

U ll tibl E 40 776 (1 832) 38 944 2 605 41 549 (1 253) 40 296

Statement of Operating Income with Adjustments
For the Test Year Ending  September 30, 2006

(In Thousands)

The Peoples Gas Light and Coke Company

6 Uncollectibles Expense 40,776                    (1,832)                  38,944             2,605               -                      41,549            (1,253)             40,296            
7 Cost of Gas 1,084,326                (1,084,326)              -                         -                        -                        -                        -                        -                        
8 Other Production 557                          -                             557                    -                        -                        557                   -                        557                   
9 Distribution 59,954                     (3,084)                    56,870               -                        -                        56,870              -                        56,870              
10 Customer Accounts 35,996                     (1,765)                    34,231               -                        -                        34,231              -                        34,231              
11 Customer Service and Informational Services 671                          (322)                       349                    -                        -                        349                   -                        349                   
12 Sales 1,355                       -                             1,355                 -                        -                        1,355                -                        1,355                
13 Administrative and General 134,235                   (43,744)                   90,492               -                        -                        90,492              -                        90,492              
14 Depreciation and Amortization 59,298                     (520)                       58,778               -                        -                        58,778              -                        58,778              
15 Storage 10,946                     (2,058)                    8,888                 -                        -                        8,888                -                        8,888                
16 Transmission 2,568                       -                             2,568                 -                        -                        2,568                -                        2,568                
17 Taxes Other than Income 17,999                    (595)                     17,404             -                      -                      17,404            -                      17,404            
18 Total Operating Expense
19      Before Income Taxes 1,448,681                (1,138,245)              310,436             2,605                -                        313,041            (1,253)               311,788            

20 State Income Tax 4,577                       1,518                      6,095                 7,296                1                       13,392              (3,509)               9,883                
21 Federal Income Tax 37,075                     6,749                      43,824               32,431              (1)                      76,254              (15,597)             60,657              
22 Deferred Taxes and ITCs Net (31,513)                   -                           (31,513)            -                      -                      (31,513)           -                      (31,513)           
23 Total Operating Expenses 1,458,820               (1,129,978)            328,842           42,332             -                      371,174          (20,359)           350,815          

24 NET OPERATING INCOME 47,683$                  14,064$                 61,747$            60,228$            -$                 121,975$         (28,965)$          93,010$           

25 Staff Rate Base (Schedule 1.3 P, column (d), line 23) 1,245,116$        
26 Staff Overall Rate of Return (ICC Staff Exhibit 5.0, Schedule 5.01) 7.47%

27 Revenue Change (column (i), line 5 minus column (d), line 5) 53,236$            
28 Percentage Change (column (i), line 27 divided by column (d), line 5) 13.63%



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.2 P, page 1 of 4

Corp. Re-Bill Subtotal
Interest Non-Base Rate Collection Civic, Political & Uncollectibles Correct Invested PEC Officer Operating

Line Synchronization Revs. & Exps. Agency Fees Related Activities Expense Capital Tax Costs Statement
No. Description ( Sch.1.5 P) (Sch. 1.7 P) (Sch. 1.8 P) (Sch. 1.9 P) (Sch. 1.10 P) (Sch. 1.11 P) (Sch. 1.12 P) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues -$                       -$                  -$                  -$                      -$                  -$                  -$                  -$                  
2 PGA Revenues -                             (1,084,326)        -                        -                            -                        -                        -                        (1,084,326)        
3 Coal Tar Revenues -                             (31,588)             -                        -                            -                        -                        -                        (31,588)             
4 Other Revenues -                           -                      -                      -                          -                      -                      -                      -                       
5 Total Operating Revenue -                             (1,115,914)        -                        -                            -                        -                        -                        (1,115,914)        

6 Uncollectibles Expense -                             -                        -                        -                            (1,832)               -                        -                        (1,832)               
7 Cost of Gas -                             (1,084,326)        -                        -                            -                        -                        -                        (1,084,326)        
8 Other Production -                             -                        -                        -                            -                        -                        -                        -                        
9 Distribution -                             -                        -                        -                        -                        -                        -                        
10 Customer Accounts -                             -                        (1,770)               -                            -                        -                        -                        (1,770)               
11 Customer Service and Informational Services -                             -                        -                        -                            -                        -                        -                        -                        
12 Sales -                             -                        -                        -                            -                        -                        -                        -                        
13 Administrative and General -                             (31,588)             -                        (80)                        -                        -                        (702)                  (32,370)             
14 Depreciation and Amortization -                             -                        -                        -                            -                        -                        -                        -                        
15 Storage -                             -                        -                        -                            -                        -                        -                        -                        
16 Transmission -                             -                        -                        -                            -                        -                        -                        -                        
17 Taxes Other than Income -                           -                      -                      -                          -                      (336)                -                      (336)                
18 Total Operating Expense
19      Before Income Taxes -                             (1,115,914)        (1,770)               (80)                        (1,832)               (336)                  (702)                  (1,120,634)        

20 State Income Tax 113                        -                        129                   6                           134                   25                     51                     458                   
21 Federal Income Tax 501                        -                        574                   26                         594                   109                   228                   2,032                
22 Deferred Taxes and ITCs Net -                           -                      -                      -                          -                      -                      -                      -                       
23 Total Operating Expenses 614                      (1,115,914)      (1,067)             (48)                      (1,104)             (202)                (423)                (1,118,144)      

24 NET OPERATING INCOME (614)$                    -$                 1,067$             48$                      1,104$             202$                423$                2,230$             

The Peoples Gas Light and Coke Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.2 P, page 2 of 4

Subtotal Corp. Re-Bill Subtotal
Operating Corp. Re-Bill Employee Non-Payroll Incentive Executive Termination Operating

Line Statement Penalties Recreation Inflation Compensation Perquisities Costs Statement
No. Description Adjustments (Sch. 1.13 P) (Sch. 1.14 P) (Sch. 2.1 P) (Sch. 2.2 P) (Sch. 2.3 P) (Sch. 2.5 P) Adjustments

(a) (j) (k) (l) (m) (n) (o) (p) (q)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
3 Coal Tar Revenues (31,588)             -                        -                        -                        -                        -                        -                        (31,588)             
4 Other Revenues -                      -                      -                      -                       -                      -                      -                      -                      
5 Total Operating Revenue (1,115,914)        -                        -                        -                        -                        -                        -                        (1,115,914)        

6 Uncollectibles Expense (1,832)               -                        -                        -                        -                        -                        -                        (1,832)               
7 Cost of Gas (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution -                        -                        -                        (3,084)               -                        -                        -                        (3,084)               
10 Customer Accounts (1,770)               -                        -                        -                        -                        -                        -                        (1,770)               
11 Customer Service and Informational Services -                        -                        -                        -                        -                        -                        -                        -                        
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (32,370)             (35)                    (54)                    -                        (5,121)               (170)                  (259)                  (38,009)             
14 Depreciation and Amortization -                        -                        -                        -                        -                        -                        -                        -                        
15 Storage -                        -                        -                        -                        -                        -                        -                        -                        
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (336)                -                      -                      -                       (255)                -                      -                      (591)                
18 Total Operating Expense
19      Before Income Taxes (1,120,634)        (35)                    (54)                    (3,084)               (5,376)               (170)                  (259)                  (1,129,611)        

20 State Income Tax 458                   3                       4                       225                   392                   12                     19                     1,113                
21 Federal Income Tax 2,032                11                     18                     1,001                1,744                55                     84                     4,945                
22 Deferred Taxes and ITCs Net -                      -                      -                      -                       -                      -                      -                      -                      
23 Total Operating Expenses (1,118,144)      (21)                  (32)                  (1,858)              (3,240)             (103)                (156)                (1,123,553)      

24 NET OPERATING INCOME 2,230$             21$                  32$                  1,858$              3,240$             103$                156$                7,639$             

The Peoples Gas Light and Coke Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.2 P, page 3 of 4

Subtotal Correction Membership Subtotal
Operating of Pro Forma Advertising Lobbying Dues Rate Case Injuries & Operating

Line Statement Wages Expense Expense Expense Expense Damages Statement
No. Description Adjustments (Sch. 2.6 P) (Sch. 3.2 P) (Sch. 3.3 P) (Sch. 3.4 P) (Sch. 4.1 P) (Sch. 4.4 P) Adjustments

(a) (r) (s) (t) (u) (v) (w) (x) (y)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
3 Coal Tar Revenues (31,588)             -                        -                        -                        -                        -                        -                        (31,588)             
4 Other Revenues -                       -                      -                      -                       -                       -                      -                      -                      
5 Total Operating Revenue (1,115,914)        -                        -                        -                        -                        -                        -                        (1,115,914)        

6 Uncollectibles Expense (1,832)               -                        -                        -                        -                        -                        -                        (1,832)               
7 Cost of Gas (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution (3,084)               -                        -                        -                        -                        -                        -                        (3,084)               
10 Customer Accounts (1,770)               -                        -                        -                        -                        -                        -                        (1,770)               
11 Customer Service and Informational Services -                        -                        (308)                  -                        (14)                    -                        -                        (322)                  
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (38,009)             124                   -                        (63)                    -                        (998)                  (4,292)               (43,238)             
14 Depreciation and Amortization -                        -                        -                        -                        -                        -                        -                        -                        
15 Storage -                        -                        -                        -                        -                        -                        -                        -                        
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (591)                 -                      -                      (4)                     -                       -                      -                      (595)                
18 Total Operating Expense
19      Before Income Taxes (1,129,611)        124                   (308)                  (67)                    (14)                    (998)                  (4,292)               (1,135,166)        

20 State Income Tax 1,113                (9)                      22                     5                       1                       73                     313                   1,518                
21 Federal Income Tax 4,945                (40)                    100                   22                     5                       324                   1,393                6,749                
22 Deferred Taxes and ITCs Net -                       -                      -                      -                       -                       -                      -                      -                      
23 Total Operating Expenses (1,123,553)       75                   (186)                (40)                   (8)                     (601)                (2,586)             (1,126,899)      

24 NET OPERATING INCOME 7,639$             (75)$                 186$                40$                   8$                    601$                2,586$             10,985$           

The Peoples Gas Light and Coke Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.2 P, page 4 of 4

Subtotal Non-Recurring Total
Operating Compressor Hub Operating

Line Statement Expense Services Statement
No. Description Adjustments (Staff Ex. 11.0) (Staff Ex. 12.0) (Source) (Source) (Source) (Source) Adjustments

(a) (z) (aa) (ab) (ac) (ad) (ae) (af) (ag)

1 Base Rate Revenues -$                  -$                  -$                  -$                  -$                  -$                  -$                  -$                  
2 PGA Revenues (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
3 Coal Tar Revenues (31,588)             -                        -                        -                        -                        -                        -                        (31,588)             
4 Other Revenues -                       -                      -                      -                       -                       -                      -                      -                      
5 Total Operating Revenue (1,115,914)        -                        -                        -                        -                        -                        -                        (1,115,914)        

6 Uncollectibles Expense (1,832)               -                        -                        -                        -                        -                        -                        (1,832)               
7 Cost of Gas (1,084,326)        -                        -                        -                        -                        -                        -                        (1,084,326)        
8 Other Production -                        -                        -                        -                        -                        -                        -                        -                        
9 Distribution (3,084)               -                        -                        -                        -                        -                        -                        (3,084)               
10 Customer Accounts (1,770)               -                        5                       -                        -                        -                        -                        (1,765)               
11 Customer Service and Informational Services (322)                  -                        -                        -                        -                        -                        -                        (322)                  
12 Sales -                        -                        -                        -                        -                        -                        -                        -                        
13 Administrative and General (43,238)             -                        (506)                  -                        -                        -                        -                        (43,744)             
14 Depreciation and Amortization -                        -                        (520)                  -                        -                        -                        -                        (520)                  
15 Storage -                        (546)                  (1,512)               -                        -                        -                        -                        (2,058)               
16 Transmission -                        -                        -                        -                        -                        -                        -                        -                        
17 Taxes Other than Income (595)                 -                      -                      -                       -                       -                      -                      (595)                
18 Total Operating Expense
19      Before Income Taxes (1,135,166)        (546)                  (2,533)               -                        -                        -                        -                        (1,138,245)        

20 State Income Tax 1,518                -                        -                        -                        -                        -                        -                        1,518                
21 Federal Income Tax 6,749                -                        -                        -                        -                        -                        -                        6,749                
22 Deferred Taxes and ITCs Net -                       -                      -                      -                       -                       -                      -                      -                      
23 Total Operating Expenses (1,126,899)       (546)                (2,533)             -                       -                       -                      -                      (1,129,978)      

24 NET OPERATING INCOME 10,985$           546$                2,533$             -$                  -$                 -$                 -$                 14,064$           

The Peoples Gas Light and Coke Company
Adjustments to Operating Income

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.3 P

Company
Pro Forma Staff

Jurisdictional Staff Pro Forma
Line Rate Base Adjustments Rate Base
No. Description (Co. Sch. B-1) (Sch.1.4 P) (Col. b+c)

(a) (b) (c) (d)

1 Gross Utility Plant 2,434,914$                       (39,334)$                  2,395,580$        
2 Accumulated Provision for Depreciation and Amortization (934,314)                           4,284                       (930,030)            
3 -                                         -                               -                          
4 Net Plant 1,500,600$                       (35,050)$                  1,465,550$        

5 Additions to Rate Base:
6 Materials and Supplies 8,796                                 -                               8,796                 
7 Cash Working Capital 30,896                               (19,632)                    11,264               
8 Gas in Storage 86,667                               (8,209)                      78,458               
9 Budget Plan Balances 14,080                               -                               14,080               
10 -                                         -                               -                          
11 -                                         -                               -                          
12 Deductions From Rate Base:
13 Accumulated Deferred Income Taxes (295,988)                           -                               (295,988)            
14 Pre-1971 Investment Tax Credits (54)                                     -                               (54)                     
15 Reserve for Injuries and Damages (4,422)                                -                               (4,422)                
16 Customer Advances for Construction (392)                                   -                               (392)                   
17 Customer Deposits (32,176)                              -                               (32,176)              
18 -                                         -                               -                          
19 -                                         -                               -                          
20 -                                         -                               -                          
21 -                                         -                               -                          
22 -                                         -                               -                          

23 Rate Base 1,308,007$                       (62,891)$                  1,245,116$        

The Peoples Gas Light and Coke Company
Rate Base

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.4 P

Working
Incentive Cash Working Lobbying Capital Hub Total

Line Compensation Capital Expense Allowance Services Rate Base
No. Description (Sch. 2.2 P) (Sch. 3.1 P) (Sch. 3.3 P) (Sch. 11.1 P) (Staff Ex. 12.0) (Source) (Source) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Gross Utility Plant (303)$                     -$                 (12)$                 -$                 (39,019)$                 -$                 -$                 (39,334)$          
2 Accumulated Provision for Depreciation and Amortization 122                        -                       -                       -                       4,162                       -                       -                       4,284                
3 -                           -                     -                     -                      -                             -                     -                     -                     
4 Net Plant (181)$                     -$                     (12)$                 -$                     (34,857)$                 -$                     -$                     (35,050)$          

5 Additions to Rate Base:
6 Materials and Supplies -                             -                       -                       -                       -                              -                       -                       -                       
7 Cash Working Capital -                             (19,632)            -                       -                       -                              -                       -                       (19,632)            
8 Gas in Storage -                             -                       -                       (8,209)              -                              -                       -                       (8,209)              
9 Budget Plan Balances -                             -                       -                       -                       -                              -                       -                       -                       

10 -                             -                       -                       -                       -                              -                       -                       -                       
11 -                             -                       -                       -                       -                              -                       -                       -                       
12 Deductions From Rate Base: -                             -                       -                       -                       -                              -                       -                       -                       
13 Accumulated Deferred Income Taxes -                             -                       -                       -                       -                              -                       -                       -                       
14 Pre-1971 Investment Tax Credits -                             -                       -                       -                       -                              -                       -                       -                       
15 Reserve for Injuries and Damages -                             -                       -                       -                       -                              -                       -                       -                       
16 Customer Advances for Construction -                             -                       -                       -                       -                              -                       -                       -                       
17 Customer Deposits -                             -                       -                       -                       -                              -                       -                       -                       
18 -                             -                       -                       -                       -                              -                       -                       -                       
19 -                             -                       -                       -                       -                              -                       -                       -                       
20 -                             -                       -                       -                       -                              -                       -                       -                       
21 -                             -                       -                       -                       -                              -                       -                       -                       
22 -                           -                     -                     -                      -                             -                     -                     -                     

23 Rate Base (181)$                    (19,632)$         (12)$                (8,209)$            (34,857)$                -$                -$                (62,891)$         

(In Thousands)

Adjustments to Rate Base
The Peoples Gas Light and Coke Company

For the Test Year Ending  September 30, 2006



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.5 P

Line
No. Amount

(b)

1 Rate Base 1,245,116$        (1)

2 Weighted Cost of Debt 2.04% (2)

3 Synchronized Interest Per Staff (Line 1 x Line 2) 25,400$             

4 Company Interest Expense 26,945               (3)

5 Increase (Decrease) in Interest Expense (1,545)$             

6 Increase (Decrease) in State Income Tax Expense
7      at 7.300% 113$                  

8 Increase (Decrease) in Federal Income Tax Expense
9      at 35.000% 501$                  

(1) Source:  Schedule 1.3 P, column (d), line 23
(2) Source:  ICC Staff Exhibit 5.0, Schedule 5.01
(3) Source:  Company Schedule C-5.4, page 2, line 3

Description
(a)

The Peoples Gas Light and Coke Company
Interest Synchronization Adjustment

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.6 P

Per Staff Per Staff
Line With Without
No. Description Rate Bad Debts Bad Debts

(a) (b) (c) (d)

1 Revenues 1.000000 1.000000

2 Uncollectibles 2.5400% 0.025400
3 State Taxable Income 0.974600

4 State Income Tax 7.3000% 0.071146 0.073000
5 Federal Taxable Income 0.903454 0.927000

6 Federal Income Tax 35.0000% 0.316209 0.324450

7 Operating Income 0.587245 0.602550

8 Gross Revenue Conversion Factor Per Staff (Line 1 / Line 7) 1.702867 1.659613

The Peoples Gas Light and Coke Company
Gross Revenue Conversion Factor

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.7 P

Line
No. Amount Source

(b) (c)

1 PGA Revenues and Cost of Gas per Staff -$                 

2 PGA Revenues and Cost of Gas per Company 1,084,326         Schedule E-5, Section A, Col. L, line 33

3 Staff Proposed Adjustment (1,084,326)$      Line 1 - line 2

4 Coal Tar Revenues and Expenses per Staff -$                 

5 Coal Tar Revenues and Expenses per Company 31,588              Schedule E-5, Section A, Col. M, line 33

6 Staff Proposed Adjustment (31,588)$           Line 4 - line 5

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Remove Non-Base Rate Revenues and Expenses

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.8 P
Page 1 of 2

Line
No. Amount Source

(b) (c)

1 Collection Agency Fees per Staff 1,132$               Schedule 1.8 P, page 2, line 8

2 Collection Agency Fees per Company 2,902                 Schedule 1.8 P, page 2, line 2

3 Staff Proposed Adjustmen (1,770)$             Line 1 - line 2

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Pro Forma Collection Agency Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.8 P
Page 2 of 2

Line
No. Amount Source

(b) (c)

1 Company Pro forma Adjustment 1,770$               Company Schedule C-2.19, line 9

2 Normalized Test Year Collection Agency Fees Per Compan 2,902$              Line 1 + line 8

3 Historical Collection Agency Fees
4 2002 1,819$               Company Response AG 2.31 Exhibit 1
5 2003 2,521                 Company Workpaper WPC-2.19.1
6 2004 3,491                 Company Workpaper WPC-2.19.1
7 2005 2,693                 Company Workpaper WPC-2.19.1
8 2006 1,132                 Company Workpaper WPC-2.19.1
9 2007 Annualized 844                    Note 1

Note 1:
Calculated using October 2006 through March 2007 Collection Agency Fees amount of $422, divided by 6 months, multiplied by 12 months.  
Data provided in Company Response DLH 9.03 Exhibit 1.

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Pro Forma Collection Agency Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.9 P

Line
No. Amount Source

(b) (c)

1 Civic, Political, and Related Activities Allocated from PEC per Staff -$                  

2 Civic, Political, and Related Activities Allocated from PEC per Company 80                     Company response to Staff data request DLH-13.04

3 Staff Proposed Adjustment (80)$                 Line 1 - line 2

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment for Civic, Political and Related Activities Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.10 P

Line
No. Amount Source

(b) (c)

1 Uncollectibles Rate per Company 2.5400% Company Schedule C-16

2 Total Revenues Prior to Rate Increase 1,533,232$       Company Schedule C-1, line 1, column G

3 Uncollectibles Expense per Staff 38,944$            Line 1 x line 2

4 Uncollectibles Expense per Company 40,776              Company Schedule C-4

5 Staff Proposed Adjustment (1,832)$            Line 3 - line 4

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Pre-Increase Uncollectibles Expense

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.11 P

Line
No. Amount Source

(b) (c)

1 Increase in Invested Capital Tax per Staff 478$                 Company response to Staff data request DLH-12.01

2 Increase in Invested Capital Tax per Company 814                   Company Schedule C-2.6

3 Staff Proposed Adjustment (336)$               Line 1 - line 2

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Correct Invested Capital Tax

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.12 P
Page 1 of 2

Line
No. Amount Source

(b) (c)

1 Total Officer Costs and Directors Fees per Staff 6,315$              Line 6

2 Total Officer Costs and Directors Fees per Company 7,016                Schedule 1.12 P, page 2, line 1, col. (f)

3 Staff Proposed Adjustment (702)$               Line 2 - line 1

4 Total Officer Costs and Directors Fees per Staff 10,045$            Schedule 1.12 P, page 2, line 5, col. (f)
5 Staff Proposed Allocation Factor for Peoples Gas 63% Schedule 1.12 P, page 2, line 1, col. (h)

6 Total Officer Costs and Directors Fees per Staff 6,315$             Line 4 x Line 5

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment to Allocation of PEC Officer Costs and Director Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.12 P
Page 2 of 2

PEC Officer Costs PEC Officer Costs Total PEC Directors Fees & Exps. Total Officer Costs Percentage
Line  Direct Billed Corporate Allocation Officer Costs Corporate Allocation and Director Fees Percentage Per Staff
No. Company (1) (1) (Cols. b + c) (2) (Cols. d + e) Per Company (3)

(a) (b) (c) (d) (e) (f) (g) (h)

1 Peoples Gas $4,294 $1,389 $5,683 $1,333 $7,016 70% 63%
2 North Shore 633                             185                              818                      178                                     996                                  10% 9%
3 Other Affiliates 1,488                          278                              1,766                   267                                     2,033                               20% 18%
4 PEC -                                 -                                -                         -                                       -                                    0% 10%
5 Total $6,416 $1,851 $8,267 $1,778 $10,045 100% 100%

(1) Source:  Company response to Staff data request DLH-19.01
(2) Source:  Company response to Staff data request DLH-13.06
(3) Calculated for Peoples Gas as 70% - (70% x 10% PEC)

The Peoples Gas Light and Coke Company
Adjustment to Allocation of PEC Officer Costs and Director Fees

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.13 P

Line
No. Amount Source

(b) (c)

1 Federal Income Tax Penalty Allocated from PEC per Staff -$                  

2 Federal Income Tax Penalty Allocated from PEC per Company 35                     Line 6

3 Staff Proposed Adjustment (35)$                 Line 1 - line 2

4 Total Federal Income Tax Penalty Incurred by PEC 46$                   Company response to Staff data request DLH-20.01

5 Corporate Allocator to Peoples Gas 75% Company response to Staff data request DLH-20.01

6 Allocation to Peoples Gas 35$                  Line 4 * line 5

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment for Penalties Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)



Docket Nos. 07-0241/07-0242
Consolidated
ICC Staff Ex. 1.0
Schedule 1.14 P

Line
No. Amount Source

(b) (c)

1 Employee Recreation Expenses Allocated from PEC per Staff -$                  

2 Employee Recreation Expenses Allocated from PEC per Company 54                     Company response to Staff data request DLH-20.01

3 Staff Proposed Adjustment (54)$                 Line 1 - line 2

Description
(a)

The Peoples Gas Light and Coke Company
Adjustment for Employee Recreation Expenses Allocated from Parent

For the Test Year Ending  September 30, 2006
(In Thousands)
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