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Schedule A

NORTH SHORE GAS COMPANY
REVENUE DEFICIENCY

($000)

(1)
Company Proposed
Position Adjustments Position

Rate Base 179,245$     (2,292)$          (2) 176,953$     

Rate of Return 9.18% -2.11% (3) 7.07%

Operating Income Requirement 16,455         (3,946)            12,509         

Adjusted Operating Income 3,300           2,653             (4) 5,953           

Income Deficiency (Excess) 13,155         (6,599)            6,556           

Gross Revenue Conversion Factor 1.6713         -                     1.6713         

Revenue Deficiency (Excess) 21,986$       (11,029)$        10,957$       

Sources:
(1) NS Schedule A-2
(2) Schedule B
(3) Schedule D
(4) Schedule C
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Schedule B

NORTH SHORE GAS COMPANY
RATE BASE

($000)

(1)
Company Proposed
Position Adjustments Position

Utility Plant 398,803$    (5,374)$      (2) 393,430$    
Accumulated Depreciation and Amortization 165,670      (919)           (2) 164,751      
Net Plant 233,133$    (4,455)$      228,679$    

Cash Working Capital 397             (134)           (3) 263             
Materials and Supplies 2,414          2,414          
Gas in Storage 8,760          (999)$         (4) 7,761          
Retirement Benefits - Net (13,448)      3,022          (5) (10,426)       
Budget Plan Balances 834             -                 834             
Subtotal (1,043)        1,888          845             

Accumulated Deferred Income Taxes (48,395)      275             (6) (48,121)       
Customer Deposits (2,895)        (2,895)         
Customer Advances for Construction (511)           (511)            
Reserve for Injuries and Damages (1,044)        -                 (1,044)         
Subtotal (52,845)      275             (52,571)       

Net Rate Base 179,245$    (2,292)$      176,953$    

Sources:
(1) NS Schedule B-1
(2) Schedule B-1
(3) Schedule B-2
(4) Workpaper NS DJE B-1
(5) NS Schedules B-1.2, B-2.2
(6) Schedule B-2
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Schedule B-1

NORTH SHORE GAS COMPANY
PLANT IN SERVICE, ACCUMULATED DEPRECIATION

($000)

Actual Plant - December 31, 2008 (1) 384,146$ 
Revised Additions - 2009 (2) 9,638       
Retirements - 2009 (3) (3,925)      
Plant - December 31, 2009 389,859   
Revised Additions - 2010 (2) 10,154     
Retirements - 2010 (3) (3,013)      
Plant - December 31, 2010 397,000$ 

Average Plant 2010 393,430$ 

Adjustments to Depreciation Reserve:
Actual Depreciation Reserve - December 31, 2008 (4) 158,173$ 
Forecasted Depreciation Reserve - December 31, 2008 (5) 158,988   
Adjustment (815)         
Adjustment Related to 2009 Additions (6) (90)           
Adjustment Related to 2010 Additions (7) (14)           
Total Adjustment to Depreciation Reserve (919)$       

Sources:
(1) Response to NS RWB 4.06, Attachment 1, Excluding ARO
(2) Response to NS MHE 12.01, Attachment 1
(3) NS Schedule B-5, Page 2
(4) Response to NS RWB 4.06, Attachment 2, Excluding ARO
(5) NS Schedule B-6, Page 2
(6) Response to NS DLH 4.06 REV, Attachment 1, Page 3
(7) Ratio of YE Dep Res to Plant Adj 0.56% DLH 4.06

2010 Adjustment to Additions (5,000)     MHE 12.01, NS B-5
Adjustment to YE Depreciation Reserve (28)          
Adjustment to TY Average (14)          
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Schedule B-2

NORTH SHORE GAS COMPANY
CASH WORKING CAPITAL

($000)

Revenue Lag Days (1) 40.84       
Natural Gas Expense Lag Days (1) 40.43       
Net Lag Days 0.41         

Annual Natural Gas Expense as Filed (1) 268,987   
Annual Natural Gas Expense, Updated (2) 149,300   
Difference (119,687)  

Difference in Expense per Day (328)         

Adjustment to Cash Working Capital (134)$       

Sources:
(1) NS Schedule B-8, Page 2
(2) Response to NS ENG 3.03
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Schedule B-3

NORTH SHORE GAS COMPANY
ACCUMULATED DEFERRED INCOME TAXES

($000)

ADIT Adjustment - 2009 Plant Additions (1) 33$             
ADIT Adjustment - 2010 Plant Additions (2) 14               
ADIT on Pension Liability (3) 228             

Total Adjustment to Accumulated Deferred Income Taxes 275$           

Sources:
(1) Response to NS DLH 4.06, Attachment 1, Page 3
(2) Ratio of YE ADIT to Plant Adj 0.56% DLH 4.06

2010 Adjustment to Additions (5,000)  MHE 12.01, NS B-5
Adjustment to YE ADIT 28        
Adjustment to TY Average 14        

(3) Per Books 263         NS Schedule B-9, Page 2
Rate Base Adjustment (36)          NS Schedule B-2.2

228         
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Schedule C

NORTH SHORE GAS COMPANY
OPERATING INCOME

($000)

(1)
Company Proposed
Position Adjustments Position

Total Operating Revenue 65,293$      559$              (2) 65,852$      

Other Operation and Maintenance Expense 50,718        (3,491)           (3) 47,227        
Depreciation and Amortization 9,398          (150)              (4) 9,248          
Taxes other than Income Taxes 3,446          (140)              (5) 3,306          
Income Taxes

State Income Tax Expense - Current (874)            310                (6) (564)            
Federal Income Tax Expense - Current (5,519)         1,377             (6) (4,142)         
Deferred Income Tax Expense 4,841          4,841          
Investment Tax Credit (17)              -                    (17)              

Total Operating Expenses 61,993        (2,094)           59,899        

Net Adjusted Operating Income 3,300$        2,653$           5,953$        

Sources:
(1) NS Schedule C-1
(2) Schedule C-1
(3) Schedule C-2
(4) Schedule C-3
(5) Schedule C-4
(6) Schedule C-5
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Schedule C-1

NORTH SHORE GAS COMPANY
OPERATING REVENUE
($000 Except per Therm)

Rate 1 Rate 2 Total

Sales NYMEX Price 10.95$    (1) 186,352  143,159    
Sales NYMEX Price 6.52$      (2) 188,989  146,215    
Increase in Sales 2,637      3,056        
Extrapolate to 6.06$      (3) 274         317           
Total Adjustment to Therm Sales 2,911      3,373        6,284          
Average Price per Therm (4) 0.13$      0.06$        
Adjustment to Revenues 369$       190$         559$           

Increase in Sales to Sales Customers (5) 2,772      1,020        
Gas Charge per Therm (6) 0.667      0.668        
Increase to Gas Cost Revenues 1,849$    681$         2,531$        

Total Adjustment to Revenues 3,089$        

Sources:
(1) North Shore Ex. DWC-1.0, Page 20
(2) Response to NS AG-3.48, Attach 01
(3) Response to NS ENG 3.02, Attach 02, Including Basis Spread
(4) NS Schedule E-5
(5) Based on Sales/(Sales + Transportation)
(6) Based on Gas Costs per ENG 3.03



Docket Nos. 09-0166, 09-0167
AG/CUB/City Exhibit 1.1

Schedule C-2

NORTH SHORE GAS COMPANY
OPERATION AND MAINTENANCE EXPENSE

($000)

Adjustments to Operation and Maintenance Expense:

Reduce IBS Charges - Update (1) (360)$      
Wage Increases (2) (70)          
Incentive Compensation (3) (944)        
Employees (4) (137)        
Uncollectible Accounts Expense (5) (850)        
Capitalized Savings Plan Costs (6) (145)        
Franchise Requirements (7) (847)        
Company Use Gas (8) 137          
IBS Billings Account 930.2 - Depreciation (9) (274)        
Total Adjustment to Operation and Maintenance Expense (3,491)$   

Sources:
(1) Response to NS DLH 4.06
(2) Response to NS DLH 22.01
(3) Total Incentive Compensation 1,072      NS 1.04, Att. 1

50% of NS Employees Incentive Comp 128         AG 3.80
Incentive Compensation Eliminated 944         

(4) Schedule C-2.1
(5) Updated Uncollectible Expense 1,500      ENG 3.03

Revenue Adjustment 0.70% 3,089       22           ENG 3.03, Sch. C-1
Test Year Expense 1,522      
Original Forecast 2,372      NS Sch. C-4
Adjustment (850)        

(6) NS Schedules C-11.3, C-11.1 (1-7973/12204)*419
(7) Response to NS ENG 3.04, NS C-4 1092-1939
(8) Response to NS DLH 7.06
(9) Response to NS AG 3.73 (7953+544)/3*0.053-424
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Schedule C-2.1

NORTH SHORE GAS COMPANY
ADJUSTMENT TO FUTURE TEST YEAR EMPLOYEES

($000)

Forecasted Employees (1) 170              
Actual Employees 2008 - 2009 (2) 167              
Adjustment to Number of Employees 3                  

2010 Payroll Charged to O&M (3) 7,973           
Adjustments:

Wage Increases (4) (70)               
Incentive Compensation (4) (128)             

Adjusted 2010 Payroll Charged to O&M 7,775           

Adjusted O&M Payroll per Employee 45.735         

Adjustment to Test Year Payroll Expense 137              

Sources:
(1) NS Schedule C-11.2
(2) Responses to AG 3.64, 3.65
(3) NS Schedule C-11.1
(4) Schedule C-2
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Schedule C-2.2

NORTH SHORE GAS COMPANY
DEPRECIATION EXPENSE

($000)

Adjustment to Depreciation Expense Related to 2009 Additions (1) (122)$        

Adjustment to Depreciation Expense Related to 2010 Additions (2) (28)            

Adjustment to Depreciation Expense (150)$        

Sources:
(1) Response to NS DLH 4.06
(2) Schedule B-1
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Schedule C-3

NORTH SHORE GAS COMPANY
TAXES OTHER THAN INCOME TAXES

($000)

Adjustment to Wages and Salaries (1) (1,151)$   

Payroll Tax Rate (2) 7.65%

Adjustment to Payroll Taxes (88)$        

Approximate Net Operating Income Deficiency (3) 6,600$     
Invested Capital Tax Rate (4) 0.80%
Increase to Tax 53            
Increase per Company (4) 105          
Adjustment to Company Position (52)$        

Total Adjustment to Other Taxes (140)$      

Sources:
(1) Schedule C-2
(2) FICA Tax Rate
(3) Schedule A-1, Excluding Invested Capital Tax Adjustment
(4) NS Workpaper WPC-2.6.1
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Schedule C-4

NORTH SHORE GAS COMPANY
INCOME TAXES

($000)

Adjustments to Taxable Income:

Revenue (1) 559$         

Cost of Gas (1) -                
Operation and Maintenance Expense (1) (3,491)       
Depreciation and Amortization (1) (150)          
Taxes other than Income Taxes (1) (140)          
Interest (2) 96             
Adjustment to Expenses (3,685)       

Adjustment to Taxable Income 4,244        
Illinois Income Tax Rate 7.30%
Adjustment to Illinois Income Tax 310$         

Adjustment to Federal Taxable Income 3,934        
Federal Income Tax Rate 35%
Adjustment to Federal Income Tax 1,377$      

Sources:
(1) Schedule C
(2) Rate Base 176,953    Schedule B

Weighted Debt Cost 2.55% Schedule D
Interest Deduction 4,505        
Company Interest Deduction 4,409        NS C-5.4
Adjustment 96             
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Schedule D

NORTH SHORE GAS COMPANY
RATE OF RETURN

($000)

Company Position
Percent Cost Weighted
of Total Rate Cost

Long Term Debt 44.00% 5.58% 2.46%

Common Equity 56.00% 12.00% 6.72%

Total Capital 100.00% 9.18%

AG Position
Percent Cost Weighted
of Total Rate Cost

Short Term Debt 7.01% 4.25% 0.30%
Long Term Debt 40.28% 5.58% 2.25%
Common Equity 52.71% 8.58% 4.52%

Total Capital 100.00% 7.07%

Sources: NS Schedule D-1
Testimony of Mr. Thomas
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