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August 22,2012 

VIA OVERNIGHT MAIL 
Ms. Elizabeth A. Rolando 
Chief Clerk 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, Illinois 62701 

Dear Ms. Rolando: 

Integrys Energy Services - Natural Gas. LLC 
20 N WiJ(;ker Drive 
SUite ?100 
ChiC<l~J(), IL 60606 
www illtewysenergy com 

In the Final Order issued on August 15, 2012 in Docket 12-0300, the Commission 
granted proprietary treatment to Integrys Energy Services-Natural Gas, LLC for our 
Report of Continued Compliance as an Alternative Gas Supplier ("Continued 
Compliance Report"). The Commission requested Integrys to file a proprietary and 
redacted public version of our Continued Compliance Report, which is enclosed with 
this filing. 

Should you have any questions, please contact me at 312-681-1855 or via email at 
AKlaviter@integrysenergy.com 

Kind Regards, ~-, 
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Integrys Energy Services - Natural Gas, LLC 

Report of Continued Compliance as an Alternative Gas Supplier 
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PROPRIETARY INFORMATION REDACTED 

Attachment A 

Financial Qualifications 

Integrys Energy Services - Natural Gas, LLC ("TEGE LLC") will meet its financial 

qualifications by utilizing Section 551.80 Cd) of the Commission's rules, which permits the use 

of a guarantee from an affiliate in favor of an unaffiIiated entity associated with the acquisition 

of gas from that entity. 

TEGE LLC is a wholly owned subsidiary ofIntegrys Energy Services, Inc. ("TEGE Inc"), which 

is a wholly owned subsidiary of Integrys Energy Group, Inc ("TEG"). 

Section 551.80 (d) (2) provides, in relevant part: "The guarantee, payment bond or letter of credit 

be in an amount that is no less than the greater of $500,000 or 5% of the amount of the 

applicant's revenue from the sale of natural gas for its most recently completed fiscal year, 

adjusted for any amount of revenue expected from customer accounts purchased or under 

contract to be purchased from another. AGS". As TEGE LLC does not have separate certified 

financial statements, TEGE LLC will show that it meets the financial requirements to adequately 

cover these assigned customers by starting with TEGE Inc.' s financial data that is included in the 

TEG SEC Form 10-KAnnual Report for the year ended December 31,2011, which represents 
~ 

the most recent financial statements covered by an independent auditors report and then 

disclosing revenues specific to Illinois. 

As it appears in Note 27, "Segments of Business," in TEG's 2011 SEC Form IO-K Annual 

Report on page 110 (see Attachment E for this page), the Nonregulated (TEGE Inc) Revenue for 

2011 is $1,394.8ruillion. This number reflects total revenue booked from all ofTEGE Inc's 

business, which includes TEGE LLC, during 2011. Instead of using this number, which covers 

TEGE Inc's revenue in all territories, for purposes of certification in Illinois, TEGE LLC 

proposes to determine the appropriate amount required for the guarantee by using the total 

revenue ofTEGE LLC for only Illinois. 
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. TEG has issued one guarantee totaling $60 million to Sequent Energy Management L.P. 

("Sequent") for the benefit ofTEGE Inc and TEGE LLC (see Attachment C). TIle tenn of the 

guarantee is not less than one year. TEGE LLC have contracted with Sequent as its preferred 

wholesale natural gas supplier to acquire gas supply to meet, among other requirements, TEGE 

LLC's gas supply obligations of its residential and small commercial customers in lllinois. 

Sequent will be supplying natural gas to TEGE LLC who will take title to that gas for sale and 

delivery to residential and small commercial customers in Illinois. Attachment Dis TEG's latest 

rating reports. 

TEGE LLC's 2011 Illinois total revenue for all natural gas for its retail business is $_ 
million as referenced by the following chart. 

Integrys Energy Services - Natural Gas, LLC 2011 Realized Retail Revenues 
Generated in Illinois 

Natural Gas 
DMM 

C&I 

NICOR Customer Select 
Choices For You 

ILC&I 
IL Storage 

Total 2011 Natural Gas Revenues 

($ in millions) 

This number was certified by Craig VanderWerff, Controller for TEGE Inc, in Attachment B. 

Thus, 5% ofTEGE LLC's 2011 Illinois total revenue is $. million. Attachment C does not 

contain any restrictions for the amounts to be used for certain markets or specific business 

purposes. Therefore, of the $60 million in guarantees to Sequent, more than $. million coUld 

be made available to our Illinois business. 
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AFFIDAVIT 

STATE OF WISCONSIN ) 
) ss: 

COUNTY OF BROWN ) 

Craig Vanderwerff, being first duly sworn, deposes and says that he is the 

Controller of Integrvs Energy Services. Inc.; that he has read the foregoing filing of 

Integrvs Energy Services - Natural Gas. LLC., and that the statements and numbers 

contained in Attachment A are true, correct and complete to the best of his 

knowledge, information and belief. 

SubscQ~ed and sworn to before me 
thi~aay of April, 2012. 

Controller 
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This Corporate Guaranty (this "Guaranty") is entered into as of March 18", 2010 by Integrys 'Energy Group, Inc" a 
Wisconsin corporation (herein together with its successors and permitted assigns, the "Guarantor"), in favor of Sequent Energy 
Management, L.P., a Georgia limited partnership (herein together with its successors and assigns, "Guaranteed Party"). 

WHEREAS, Integrys Energy Services - Natoral Gas, LLC, a Delaware limited liability company, is an indirect wholly 
owned subsidiary of Guarantor (herein together with its successors and assigns, "IES Obligor"); and 

WHEREAS, Integrys Energy Services, Inc., a Wisconsin corporation, is a wholly owned subsidiary of Guarantor (herein 
together with its successors and assigos, "TEGE Obligor", and together with IES Obligor, the "Obligors"); and 

WHEREAS, IES Obligor and Guaranteed party have executed the following agreements: an Energy Management 
Agreement dated as of October 28, 2009 ("EMA"); an ISDA Master Agreement and Credit Support Annex and Gas Annex 
("ISDA Master Agreement"), a Lo,ckbox Agreement and a Collateral Assigoment, all dated as of December 4,2009 (collectively 
the "IES Agreements"); and . 

WHEREAS, TEGE Obligor and Guaranteed Party have executed an ISDA Master Agreement and Credit Support Annex 
and Gas Annex dated as of December 4, 2009 (the "TEGE Agreement", and together with the IES Agreements, the 
"Agreements'"); and 

WHEREAS, as consideration for the benefits that Guarantor will receive as a result of Obligors executing the Agreements 
with ·Guaranteed Party, Guarantor is willing to guarantee both respective Obligors' payment obligations under the terms of the 
Agreements. 

NOW, THEREFORE, for value received, the receipt and sufficiericy of which are hereby acknowledged, Guarantor 
agrees as follows: 

Guarantor hereby unconditionally guarantees the prompt payment of all indebtedness that now is or may hereafter 
become cine and payable from either Obligor to Guaranteed Party under the Agreements pursuant to the terms and conclitions 
thereof (including, without limitation, interest thereon (inclusive of post-petition interest) and late charges, money damages and 
other monetary amounts) and subject to the provisions afthis Gnaraoty. Guarantor further promises to pay reasonable attorney's 
fees and costs incurred by Guaranteed party in enforcing such payment against Guarantor. The indebtedness guaranteed under this 
paragraph and the reasonable attorney's fees and costs payable by Guarantor are herein referred to as the "Gnaraoteed Liabilities". 

This Guaranty shall be a continuing guaranty of payment and not of collection, and Guarantor shall have no obligation to 
perform or cause either Obligor to perform under the Agreements. It shall remain in full force and effect nntil the termination date 
of this Guaranty, wbich sball be the date the EMA and the ISDA Master Agreement are terminated in accordance with their terms. 
This Guaranty shall be revocable only with respect to liabilities occurring on or after the termination date of this Guaranty. 
Termination of this Guaranty shall not affect Gnaraotor's obligations for Guaranteed Liabilities arising prior to the termination 
date of this Guaranty. Notwithstanding anything contained herein to the contrary, the maximum aggregate liability of Guarantor 
under this Guaranty is limited to the amount of sixty million dollars ($60,000,000). At such time as Guarantor and Guaranteed 
Party mutually agree in writing that all of TEGE Obligor's obligations under the TEGE Agreement have terminated or been 
satisfied in accordance with its terms, this Guaranty shall cease to apply with respect to any Guaranteed Liabilities or other 
obligations ofTEGE Obligor, but it shall otherwise remain in full force and effect. 

Guarantor shall not be cliscbarged or released from its obligations hereunder by any proceeding, voluntary or involuntary, 
involving the bankruptcy, insolvency, receivership, reorganization, liquidation or arrangement of Obligor or by any defense which 
either Obligor may have by reason of the order, decree or decision of any court or administrative body resulting from any such 
proceeding, inclucling without limitation, the rejection of any of the Agreements as an executory contract. This Guaranty shall 
continue to be effective or be reinstated, as the case may be, if at any time any payment of any of the Gnaraoteed Liabilities is 
rescinded or must otherwise be returned by Guaranteed Party upon the insolvency, bankruptcy, or reorganization of either Obligor, 
Guarantor, or any other guarantor or otherwise, all as though such payment had not been made. 



Integrys Energy Services ~ Natural Gas, LLC 
Attachment C 

Guarantor waives notice of acceptance of this Guaranty and notice of all defaults or disputes with either Obligor and 
notices of presentment, demand, dishonor, protest or other notices of any kind, other than those expressly required hereunder. 
Guarantor hereby consents to and waives notice of, and hereby agrees that this Guaranty is unaffected by, any and all changes of 
tenns, amendments or other modifications to the Agreements, the withdrawal :or extension of credit or time to pay, the reJease of 
the whole or any part of either Obligor's indebtedness, the settlement or compromise of differences, the acceptance or release of 

,security, the acceptance of notes, or any other form of obligation for either Obligor's indebtedness, and the demand, protest, and 
notice of protest of such instruments or their endorsements. 

Guarantor reserves to itself all rights, setoffs, counterclaims and other defenses to which either Obligor may have to 
payment of any indebtedness under the Agreements, other than (a) defenses arising from the bankruptcy or insolvency of an 
Obligor, and (b) any other defenses expressly waived by an Obligor in its respective Agreement(s) with Guaranteed Party or 
otherwise waived in this Guaranty, 

Upon the failure of an Obligor to pay any amount due and payable to Guaranteed Party under the Agreenients, 
Guaranteed party shall give written notice of such failure to Guarantor and Guarantor shall payor cause to be paid the amount 
owed within five (5) business days. " 

Guarantor hereby represents and warrants to Guaranteed Party that (i) Guarantor is duly organized and validly existing 
under the laws of the jurisdiction of its incorporation and, if applicable under such laws, in good standing, (ii) Guarantor has all 
necessary corporate power and authority under its Articles of Incorporation Or its By-Laws and all applicable laws to enter into this 
Guaranty and to perform its obligations hereunder, (iii) the execution, delivery and performance of this Guaranty by Guarantor 
have been duly authorized by all necessary corporate action and do not contravene or breach any agreement to which Guarantor is 
a party or is bound, (iv) Guarantor's obligations under this Guaranty constitute legal, valid and binding obligations, enforceable in 
accordance with its terms (subject to applicable bankruptcy, reorganization, insolvency, moratorium or similar laws affecting 
creditors' rights generally and subject, as to enforceability, to equitable principles of general application (regardless of whether 
enforcement is sought in a proceeding in equity or at law)), and (v) as of the date hereof and after giving effect to this Guaranty, 
Guarantor is solvent. 

Demands on Guarantor for payment under this Guaranty shall be in writing and delivered by certified mail, postage 
prepaid and return receipt requested, or by 'facsimile to: 

Integrys Energy Group, Inc . 
. 700 North Adams Street 
Green Bay, WI 54301 
Attn: Brad Johnson 
Phone: (920) 433-I 449 
Fax: (920) 433-7653 

Any notices by Guarantor to Guaranteed Party shall be in writing and delivered by certified mail, postage prepaid and 
return receipt requested, or by facsimile to: 

Sequent Energy Management, L.P. 
1200 Smith Street, Suite 900 ' 
Houston, TX 77002 
Attn: Credit Manager 
Phone: (832)397-1700 
Fax: (832)397-1781 

This Guaranty shall be binding upon the successors and permitted assigns of Guarantor and inure to the benefit of 
Guaranteed Party and its successors and assigns. This Guaranty may not be assigned by Guarantor without the prior written 
consent of Guaranteed Party, which consent shall not be unreasonably withheJd: 

THIS GUARANTY SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF 
THE STATE OF WISCONSIN, DISREGARDING, HOWEVER, ANY CONFLICT OF LAWS PROVISIONS THAT WOULD 
REQUIRE THE APPLICATION OF THE LAWS OF SOME OTHER STATE, AND IS INTENDED TO BE PERFORMED IN 
ACCORDANCE WITH, AND TO THE EXTENT PERMITTED BY, SUCH LAWS, GUARANTOR AND GUARANTEED 
PARTY HEREBY WAIVE ALL RIGHTS TO A JURY TRIAL. 
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This Guaranty contains the entire agreement between the parties with respect to the subject matter hereof and supersedes 
all prior negotiations, understandings, agreements and guaranties between the parties, whether oral or written, relating thereto. 
Guaranteed party agrees that any such prior guaranties are revoked and replaced by this Guaranty. 

If anyone or more provisions of this Guaranty shall for any reason or to any extent be detennined invalid or 
unenforceable, all other provisions shall, nevertheless, remain in force and effective. 

Delivery of an executed counterpart of a signature page to this Guaranty by facsimile or electronic transmission shall be 
effective as delivery of a manually executed counterpart of this Guaranty. 

IN WITNESS WHEREOF, Guarantor has duly executed this Guaranty on this ISili day of March, 2010. 

GUARANTOR: Jntegrys Energy Group, Inc. 

By: 
Name: 
Title: 
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MOODY'S 
INVESTORS SERVICE 

credit Opinion: Integl1's Energy Group, Inc. 

Global Credit Research ~ 2.3 Jun 2011 

Chicago, Illinois, United states 

RatinijS 

Category 
O1tlook 
Sr Unsee Bank Credit Facility 
Senior Unsecured 
Jr Subordinate 
Commercial Paper 
Wisconsin Public Service Corporation 
OJtlook 
Issuer Rating 
First M::lltgage Bonds 
Senior Secured 
Sr Unsee Bank Credit Facility 
Preferred Stock 
Commercial Paper 
Peoples Gas Ught and Coke Company 
OJtIook 
Issuer Rating 
Rrst Nbrtgage Bonds 
Senior SeaJred MTN 
Commercial Paper 

Analyst 
SCOtt Solomol'l./New York 
William L. HessJNew York 

[1]lntegrys El1ergyG'oup, Inc. 

(CFO Pre-WiG + Interest) I Interest Expense 
(GFO Pre-WiG) / Debt 
(GFO Pre-WiG - Di";dends)/ Debt 
Debtl Book Gapitali:zation 

Moody's Rating 
Slable 
Baa1 
Baa1 
Baa2 

P-2 

stable 
P2 

!>a3 
!>a3 

P2 
Baa1 

P-1 

Slable 
A'l 
A1 

(P)A1 
P-2 

Phone 
212.553.4358 
212.553.3837 

2010 2009 2008 
6.1x 5.5x 5.3x 
28% 27% 18% 
22% 20% 13% 
42% 45% 52% 

[11 ~I ratios calculated in accordance \o\Iith the Global Regulated Electric utilities Rating Mathodologyusing tvoodys standard 
adjusbnents. 

Note: Forciefinitions ofMJody's most common ratio lenns please see the accompanying (/sers Guide. 

P4:Itlng Drivers 

Repositioning of non-regulated businesses improved companys risk profile 

Utilttysubsidiaries operate in diverse and relatiwlysupporti've regulatoryen";ronments 

Significantequityownership inflmertcan Transmission Company 

Consolidated flnancial performance that is commensurate with a Baa1 rating 

2007 
3.5x 
15% 
8% 

42% 



Significant holding company debt and high dMdend pa}Out 

Corporate Profile 
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Integ1)'3 EnergyGroup, Inc. (Integry.:;: Baa1 senior unsecured, stable outlook) is a diwrsified energy holding company headquartered in 
Chicago, Illinois that was created through the February2007 merger betoNeen IJI.PS Resources and Peoples Energy, LLC (PEC). 
Integl)5 owns six regulated utilities, Wsconsin PubUcSe!'\1ce Corporation (V'vPSC;f>2 Issuer Rating), The Peoples Gas, Light and Coke 
Company (PG..: P3 Issuer Rating), North Shore Gas Company(NSG:P3lssuer Rating), Mnnesota Energy Resources Corporation 
(fvERC: not rated), Mchigan Gas Utilities Corporation (M3UC: not rated) and Upper Peninsula Power Corporation (UPPCO: not rated), 
that in the aggregate seM apprmQmately 1.7 million gas and 500,000 electric customers in Wsconsln, illinois, Mchigan, and 
Mnnesota. 

Integrys also has an approximate 34% ownership interest In the/lmerican Transmission Company{.AJC:A1 senior unsecured). 

Integrys has oompleted the restructuring oOts non-regulated energymarketing business and, as a resul~ has significantly reduced the 
size and collateral support requirements of this business. This has been largely accomplished ihrough a series of assets ales and 
today the business Is fornsed on marketing natural gas and elecbidtyto commercial, indusbial and residential customers primarily In 
the northeastern quadrant -of the United States. 

Rating Rationale 

Mlodys evaluates Integry.;' consolidated financial perfOlmance relati\e to the Regulated Electricand Gas utilities rating methodology 
(the methodology) published inklgust2009.As depicted in the grid below, Integry.;' indicated rating under this methodology is Baa1 
oompared to its current Baa1 senior unsecured rating. The indicated rating under the methodology considers lntegrys' consolidated 
financial perfonnance based on a Ihree-}ear historical average. 

Integrya' Baa1 senIor unserured rating Is supported by the underly;ng cash flowstabilityproljded bylls six utility subsidiaries, a diverse, 
multi-state ser,.;ce territory, an improwd business risk profile resulting from the restructuring of its non-regulated energy marketing 
business and an e>pectation that near-terrn financial metrics will remain appropriate for Its rating. The rating, however, is tempered by 
the degree ofholding company debt and a signlficantdi\-idend pa}Out 

DErAlLfDRAl1NGCONSIDERJ>JlONS 

The primarydn\ers for the rating and ouUookare as follows: 

Impl'O\red risk profile resulting 1Tom the restructuring of non-regulated energy marketing business 

Integry.; substantially reduced the scale and scope ofils non-regulated energy marketing business throughout 2009 and 2010 resulting 
in improwd corporate risk and IIquldltyprofiles. 

Integrys had historicallypro";ded collateral support on behalf of its non-regulated energy marketing business.P5 this business grew in 
scale, so did the collateral requirements, thereby pressuring Integrys' liquidltyprofile.-The dovmsi2ing of this business, however, has 
resulted In significantly reduced collateral requirements. Guarantees and other forms of corporate support pro";ded bylntegrys on 
behalf of its non-regulated operations to support its commodity bans actions declined to apprmdmateiy$500 million as offl..tarch 31, 
2011 from $25 biltion at December 31,2008, Cash coliateral proo.;dedto third parties declined to-$38 million from $256 million during 
the same timeframe. FurthelTllore, the collateral requirement associated with a hWOthetical downgrade oflntegrys' rating to below 
investment grade has dedined to a more manageable $220 million at M:m::h 31,2011 from approJdmately$700 million at December 31,_ 
2008. 

Integrys' remaining non-regulated business is focused on marketing electricityand natural gas in the retail market sef'\oing commercial, 
industrial, direct and aggregated small commercial and residential customers primarilyin the northeastern quadrant of the United 
States.lntegrys manages the supply risk ofils natural gas marketing business through a mulfi~~ar natural gas supplyagreementYJith 
a creditworthyoounterparty: Specifically, this agreement pro";des Integrys with sufficient capadtyto meet1he natural gas requirements of 
its energymari<eting business and indudes a contractually set limitation on collateral support requirements. 

The restructuring of the business negatively impacted the financial performance oflntegry.;' non-regulated business. Spedficall~ 
re-.enues deri\ed from this business declined in 2010 bymore than 50% to appro>4mately$1.8 billion while operating margins declined 
by30% to $209 million. 

Divarse and reasonably supportive regulatoryen¥ironments 

Integrys has undergone significant growth through the acquisitions of two regulated gas utilities,lVGUC inJlpril 2006 and IVERC in June 
2006, followed by the merger with PEe in February2007. Going forward, Integrys' regulated utilltias (including its investment in ATC) 
which operate in four states, are e>pected to accountforappro»mately90%ofils consolidated cash flow. 

Mlch of managemenfs attention since the merger with PEC has been fOcused on integrating the regulated businesses and Increasing 
their retums through cost control measures and rate case filings. Generallyspeaking, lntegrys'regulated utilities operate in relatively 
supportiw regulatoryen";ronments that pro'.o1de the means to rerover their respectiva costs and to eam adequate returns and cash 
flows. 

Integry.:;' regulated subsidiaries completed 5 rate cases in 201012011, the largest of which was a $69.8 million rate increase granted to 

., 
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PGleffectiw January2010. Rate cases filed in 2011 indude PGL(requested a $125.4 mRlion increase to be effecHw 112012), NSG 
($8.7 million), W'se ($34,8 million) and MORe ($15,2 million). 

PGL, NSG, M3U and Jl.tERC are local natural gas distribution oompanies'(LOCs) that hal.-e rate mechanisms in place to pass gas oosts 
directly to their customers and to recowr bad debt. Furthermore, PGL, NSG and fv'I3U haw been granted deooupling mechanisms to 
offset the financial impactof declining usage (~C requested a decoupUng mechanism in its recent rate case filing). 

The supportiw regulatoryenv;ronments in which the LOC's operate combined with the strong regulatoryenoJronment in Wsconsin 
(Vt.flSC,lntegry.;' largestuUlitysubsldiary, operates primarily in Wsconsin) could support a high~Baa rating factor for Fador 1: 
RegulatoryFramework1Mthin Nbodys methodology. That being said, we ha\e notched this rating factor downward to refledthe higher 
r1skprofile oflntegrys' remaining non-regulated business; howewr, a high-Baa rating factor has been assigned for Factor 2:Pbilityto 
Reco\er Costs and Eam Returns. 

Consolidatediinancial metries are e>pected to remain consistent with a Baa1 rating 

Jntegrys achiewe! CFO-pre we to debt of apprmGmately28% and cash flow co\0er8ge of interest e>pense of6.1 times for 2010 
compared to 27% and 5.5times, respectiwly, In 2009.lntegl)5' strong financial memes during 2010 were dri\en in large part by the 
impact ofbonus depredation, which reduced the oompanys oonsolidated cash taxpayments. Specffically, deferred 1a)es accounted for 
approJdmately28%of lntegrys' CFQ.pre w::, in 2010 (oompared to 7% in 2009). OJrrating and oullookassumes a nonnalimon of 
bonus depredation and an expectation that Integr}G maintains consolidated CFO-pre 'I/tK; to debt in the 20-25% range and interest 
co\erage of appro>:imately5.0 times ol.erthe nextsewral ~rs. 

Integrys consolidated capital e>qJendlture program for the th~arperiod 2011lhrough 2013 is significant at an estimated $1.7 blilion 
(oompared to $1.2 billion for the three }€ar period ended 201 0). Dri-.efS for the increase in e>q::Iected near-term capital spending indudes 
PGL's accelemted cast iron replacement program, enoJronmental controls on 'M'S's ooal facilities and an increase in solar 
investments. 

Integry.;' subsidiaries are e>q:Jected to fund their respecti..e capital e>penditure programs with intemallygenerated funds, incremental 
debt and parentequitycon1ributions.lntegry.; issued $19.2 million of common equity during the 102011 butcioes not anticipate 
additional equityissuances for the remainder of the :,ear.lntegrys does notantidpate Incremental holding company debt offerings owr 
the near-term. 

Significant holding rompanydebt and dl\oidend pa~ut 

Integl)5' rating reflects in part1he significant amount of holding company debt and high dl\1dend pa}Out ratio, which are among the 
primarydriwrs for the two notch rating difference betveen Itand the senior unsecured rating assigned to V'vPSC, its largest regulated 
subsidiary: Long~term holding company debt Is $730 million (adjusted fora $300Mh}obrid securitythatcurrenUyrecei\6S 2S%equityand 
75% debttreatmentfor1inanclalleverage purposes by t-.bocIYs) or appro>dmately 30% of consolidated long-term balance sheet debt 

Integrys' annual dl\oidend Is $209 million or apprmdmately80% of oonsolidated net income over the near-term, slighUyabo-.e the industry 
average. 

Uqullity Profile 

Integl'}'$'extemal sources oflfquidityinclude $1,210 million of unsecured re\.OMng credit facilities commitments ($735 million due 2013, 
$275 million due in 2014 and $200 million due in 2016) to support the issuance ofletters of credi~ to meet short-term funding 
requirements and to pro\oide altemate liquidityfor fts oommercial paper program. lenns of the syndicated re\Olving creditfadlities 
include a representation that no material adverse change has occurred on the facilityeffecti\.9 date (but not at any other times throughout 
thefacilil}/s term). The sole 'financial cmenant is a 65% limitation on the debt component oflntegry.;' capital slructure. The company has 
substantial fleJdbilityunderthe capital structure oo\f.lnant; we estimate that Integrys' debt-{o.(;apitalization for the purpose of this 
covanant is currently at appro>dmately 50%. 

In way2011, Integl)S replaced a total $900 million of parent company and subsidiaryfacilities with $610 million of facilities at the parent 
($475 mUllon) and I/VPSC ($135 million). The reduced collateral requirements of the non-regulated energymarketing business is the 
prtmarydriverfor replacing maturing credit facilities with reduced commilments and is not a concern. 

Integry3 had approximalely$34 million of commercial paper outstanding and $44 million of letters of credit issued under its credit 
facililies at Werch 31,2011. The companys most near4erm debt maturity is $100 million in December 2012. 

Rating Outlook 

The stable rating outJookreflects a reduced business risk profile associated v.rith the restructuring of the company's non-regulated 
business and an e>pectation that Integl)S' consolidated ratio of CFO pre-WIG to debtwill EI>Ceed 20% for at least the near~term. 

What Could Change the Rating-Up 

Upward rating mO\ement is not expected in the medium-term. Longerterm, we would likely need to see lntegrys' oonsolidated ratio of 
CFO pre-WIC 10 debt e)Ceed 25% on a sustainable basis to consider an upgrade. 

What Could Change the Rating - Down 

Changes in regulalorysupportiveness or an une>pected increase in le\erage ordedine in cash flow such that ils ratio of CFO pre-WiC 



10 debl falls below 17% on a sustainable basis. 

Rating Factors 

Integrys EnergyQoup, Inc. 

RegJlated Bectric and Gas utilities Industry [1][2] 

Factor 1: Regulatory A'amework (2So/q 
a) RegulatoryFramework 
Factor 2:.bblrltyTo Recover CostsAnd Earn Returns (25o/~ 
a)PbilityTo Recowr Costs PrLd Eam Retums 
Factor 3: Diversification (10o/4 
a) tv'erket Position (5%) 
b) Generation and Fuel Oi\ersity(5%) 
fa_ 4: RnanciaJ strength, UquidityAnd KeyRnancial Metrics (400/. 
a) Uquidity(10%) 
b) CFO pre--VVC + Interest' Interest (3 Year A\Q) (1.5%) 
c) CFO pre-VIC 1 Debt (3 Year AI.g) (7.5%) 
d) CFO pre-VIC - Dh.idends I Debl (3 Year A'll) (7.5%) 
a) DebtlCapilali",tion (3 Year AI.g) (7.5%) 
Rating: 
a) Indicated Rating rom Grid 
b)/lctual RatlngJlssigned 

"THIS REPRESENTS MJODYS FORW'RD "lEw. NOTTHE "lEWOFTHE 
ISSUER;AND UNLESS NOTED IN THE TEXr DOES NOT INC<JRFCJIWE 
SIGNIFICANT i>CQUISmONS rn DIVESTITURES 

ament 
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Moody's 12-
12131/2010 18 month 

FoIward 
VieW" As of 
May2011 

Measure Score Measure Score 
Baa Baa 

Baa Baa 
. 

A A 
Baa Baa 

Baa Baa 
5.6x A 4.5-5.5x A 

23.8% A 20~25% A 
17.5% A 10-15% Baa 
46.7% Baa 40-45% A 

Baa1 Baal 
Baal Baal 

[1] All ratios are calculated using Woody's standardPdjustrnents. [2JP-s of12131J2,o10; Source; lVbody's Financial t./Btrics 

MoODy'S 
INVESTORS SERVICE 

@2011 MJod)'s In-.esters SeNce, Inc. andlor its licensors and affiliates (collectiwly, "MJODYS',).P.u rights reseMd. 

CREDIT RAllNGS ISSUEDBYMOClD'I'S INVESTORS SBMCE, INC. ("MS") AND rrsAA1UA1E5ARE)IIIOOD'I'S.CURRENT OPINIONS OFTHE 
RELJrnVERJJU<ECREDlTRlSKOFENffilES, CREDlTCDNIVIIl'MENTS, ORDEBfORDEBf-UKESs:tJR!I1ES,ANDCREIlITRAlINGSAND 
RESEARCHPUBUCATIONS PUBUSI-ED BYMOODY'S ('MOODY'S PUBUCAlIONS") MAYINCUJDEMOOOV'S CURRENT OPINIONS OFTHE 
RELA11VERJJU<ECREDIT RISK OFENTmES, CREDIT CDNIVIIlMENTS, ORDEBfOR DEBr-UKESECURIIIES. MOODY'S DB'INES CREDIT RISK 
AS THERlSK'I'HI'J' AN BmlYMAYNOr MEEf ITS CONTRACI\JAL, RNANCIAL OBUGAlIONSAS THEY COME DUEANDANYESTIMAlHl 
RNANCIAL LOSS INTHE E\II3'IT OFDEfI\LlI CREDIT RAlINGS DO NOr AIlIJlESSANYOII-IRRlSK; INClUDINGBUT NOT UMI1J3)TO: 
UQl.IDITYRlSK; MARKErVALlJERlSK; ORPRlCEVOI.Al1l.lTi: CREDIT RAlINGSAND MOODY'S OPINIONS INCLUDED IN MOODY'S 
PUBUCAllONSARE NOrSTATEI\IIENTS OFCURRENT ORHSTORICAL I>\Cf. CREDIT RAllNGSAND MOODY'S PUBUCAllONS DO NOT 
CONSlTIU1EORPROVIDEINVE51MENTORRNANClALADlllCE,ANDCREDlTRAllNGSANDMClOO't'SPU8UCA1IONSARENOTANDDONOT 
PROVIOERBXlMMENlA1IONS TO PLRCHASE, SELL, ORHOLO PAR11CUl.ARSEnJRI1IES.1\BTI-ER CREDIT RAlINGS NORMOODY'S 
PUBUCAlIONS COMMENT ON 1HESUlTABlUTYOFAN INVESlMENT FQRANYPAR11CUl.ARINVESTOR. MOODY'S ISSUES ITS CREDIT 
RAlINGSAND PUBUSHES MOOOY'S PU8UCAllONS WlTHTHE EXPECTAlIONAND lJIoIlffiSTANDINGTHAT eACH INVESTOR WILL MAKE ITS 
CNVN S'l\JDY AND EVAl.UAlION OF EACH SEC\JRITY'I'HI'J' IS UNDER CONSIDERATION FORPLRCHASE, HOUJING, ORSALE 

PLL INFORMlllION CONTI'JNED HEREIN IS PROTECTED BYlPIII( INCLUDING BUT NOT LIMTEO TO, COPYRIGHTlPIII(AND NONE OF 
SUCH INFOR_ON MIIYBE COPIED OR OTHER'MSE REFRODIJCED, REPI'CKI'GEO, FURTHER TRl'NSMTTED, lRANSFERRED, 
DISSEMNIll'ED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FORANYSUCH PURPOSE, IN V\\-IOLE OR IN P!!Rl; 
INANYFORMOR M'NNER OR BYANYfI,EANS V\\-II\TSOE\€R, BYANYPERSON 'MTHOUT MJODY'S PRIOR VlRITTEN CONSENT.I>II 
information contained herein is obtained by tvOOOYSfrom sources belie...ed byitto be accurate and reliable. Because of the possibilityof 
hUman or mechanical error as well as oiherfactors, however, all information contained herein Is t::'rolJided -PS IS" wilhoutwarrantyof any kind. 
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MXDYSadopts all neoessarymeasures so that the infonnation it uses in assigning a credit rating is ofsuflicientqua~tyandfrom sources 
~s oonsiders to be reliable, including, Y.!hen appropriate, independent third·party sources. HQWe\er, WCODYS is not an auditor and 
cannot In fMlYinstance independenUy\erifyorwlidate information receivad in the rating process. Under no circumstances shall MJODYS 
h8\o8 anyliabiJityto any person or entityfor (a) any loss or damage in whole or in part caused by. resulting from, or relating to, any error 
(negligent or otherwise) or other circumstance or contingenCYwilhin or outside the control offvtJOQYS or anyofits directors, officers, 
empl~ or agents in connedfon with the procurement. collection, compilation. anaiy3is, interpretation, communication, publication or 
dell\eryofanysuch Information, or (b) anydlred, indirect, special, consequential, compensatoryorincidental damages VvtJatsoevar(induding 
wtthoutllm/tatfon, lost profits). ewn ifMXlDYSls adllised In advance of the possibility of such damages, resulting from the use of orin ability to 
use, any such information. The ratings, 'financial reporting anal}5is, projections, and other observations, Itany, constituting partoflhe 
intbmlation contalned herein are, and must be construed solelyas. statements of opinion and not statements offact or recommendations 10 
(Mdlase, sell or hold anysea.nities. Eadl user of the information contained herein must make its own study and evaluation of each security it 
mayconBiderpurchasing, holding or seiling. NOW'RR!'NTY, EXPRESS OR IIVPLlED.AS ro 1HEPCCUR!'C~ TIr.ELlNESS. COIVPlETENESS. 
!.£RCHI'Nll'BIUlYOR FITNESS FORI'NYPPffilCUlJ>R PURPOSE OFANYSUCH RlmNG OR OTHER OPINION OR INFORMI\IlON IS GIiEN 
OR M'DEBYMXDYSINANYFORMORM'NNERVIHIIlSOEl.ER 

MS, a whoIly.owned aedltraUng agencysubsidiaryof tvbodys Corporation rrvco'), herebydisdoses that most issuers of debtserurities 
(including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MS haw, prior to 
assignment ofanyratlng, agreed to pay to MS forappraisal and rating seJ'\oices rendered byit fees ranging from $1,500 to approximately 
$2,500,000. fICO and MS also maintain policies and procedures to address the independence ofMS's ratings and rating processes. 
Inbrmation regarding certain affiliations thatmayIDist beWoieen directors of M::Oand rated entities, and between entities who hold ratings from 
MS and haw also publidyreported to the SEC an ownership interest In tvCO at more than 5%, is posted annuallyatwww.mood\§.com under 
the heading -SharehoiderReiaHons -Corporate Go\emance-Director and Shareholder Affiliation PallO}(" 

Pnypublication IntoPustraUa of this doaJment is byfvOODYS affiliate, fvbodys Investors Service PtyUmitedPSN 61 003 399 657, which holds 
hlstralian Anancial SeNces Ucense no. 336969. This document is intended to be pro";ded only to "wholesale dientsn within the meaning of 
section 761Gofthe Corporations /Jd2001. Byoontlnulng toacx:ess this documentfrom withinAlstralia, JOu represent to tvOODYS that~u are, 
cram accessing the doaJmentas a representatl-.e of, a "wholesale clienf' and that nelther}Ou nor1he entlty}Ou representwiH directly or 
Indlreclydlsseminate this document orlts oontents to "retail dients" within the meaning of section 761 G of the Corporations .Act2001., 

NobM1hslandlng the foregoing, credttralings assigned on and aller October 1. 2010 by MoOdys Japan KK ('MJKK") are MJKK:s current 
~nlons of the rela&.e future aedit risk ofentities, aecllt commHments, or debt or debt..Jike secUrities. In such a case, ~MS" In the foregoing 
stalemenls shall be deemed to be replaced with -M.lKK". MJKK is a wholly.o'Nll8d credit rating agencysubsidiaryofrvt>odys Group Japan G.K, 
which is YAlollyovvned byMJocIYs Q.erseas Holdings Inc., a whoIly-ownt¥J subsldiaryofM:Q 

ThIs aeditmting is an opinion as to the aeditoMJrthiness or a debt obligation of the issuer, not on the equity securities of the issuer or anyfonn 
ofseaJl'ity'lhatis B\ailable to retail inl.eStors.ltwouJd be dangerous for retail inwstors 10 make anyinvestment decision based on this credit 
ratlng.lfin doubt~ shoutd contact~r1inancial orotherprofesslonal ad";ser. 
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Research Update: 

Integrys Energy Group Inc. Ratings Raised To 
'A-' Fron1 'BBB+'; Outlook Stable 

Overview 
• Chicago-based Integrys Energy Group Inc. has improved its business risk 

profile by restructuring and reducing the size of its nonutility 
businesses and by continuing to effectively manage regulatory risk. 

• We are raising our corporate credit ratings on Integrys Energy Group Inc. 
and subsidiaries Peoples Energy Corp., Peoples Gas Light & Coke Co., and 
North Shore Gas Co. to lA-I from lBBB+I. We also raised Integrys Energy 
Group's senior unsecured debt to !BBB+' from IEBB' and unsecured hybrid 
junior subordinated notes to I BB.~ I from" I BBB- I • 

• The stable outlook for Integrys Energy Group and all of its subsidiaries 
reflects its excellent business risk profile and significant financial 
risk profile. 

Rating Action 
On Jan. 24, 2012, Standard & Poor's Ratings Services raised its corporate 
credit ratings on Chicago-.based holding company Integrys Energy Group Inc. and 
subsidia'ries Peoples Energy Corp., Peoples Gas Light & Coke Co., and North 
Shore Gas Co. to 'A-I from 'BBB+'. In addition, we raised the ratings on 
Integrys Energy Group's senior unsecured debt to 'BBB+' from 'BBBI a'nd on its 
unsecured hybrid junior subordinated notes to IBBBI from 'BBB-'. The outlook 
is stable. 

Rationale 
The rating actions are based on the tangible improvements that Integrys has 
made tQ its business risk profile and our expectations that the company will 
be able to maintain financial measures that are consistent with a 
"significant II (as our criteria define the term) financial risk profile over 
the intermediate term. 

We revised our assessment of Integrys Energy Group's business risk profile to 
II excellent II from IIstrong ll (as our criteria define the terms) to reflect 
management's successful implementation of its strategic initiative to reduce 
its exposure to th~ nonutility businesses and the company's effective 
management of regulatory risk. Fundamentally, we anticipate that these 
improvements will be maintained over the intermediate term. Furthermore, we 
expect that the nonutility businesses will account for 10% of consolidated 
funds from operations (FFO) and the remaining 90% will represent the more 
stable cash flows of the regulated utilities businesses. In addition, the 
company has continued to effectively manage its regulatory risk--including its 
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recent rate case orders for Peoples Gas Light & Coke Co. and North Shore Gas 
Co. that will collectively raise rates by almost $60 million--which we view as 
credit supportive. We expect that the company will continue to effectively 
manage its regulatory risk with the goal of further reducing its regulatory 
lag. 

Over the pa.st three years I Integrys has significantly improved its financial 
measures primarily by increasing the cash flow from its regulated 
subsidiaries, implementing effective cost management initiatives, and 
utilizing bonus depreciation. Although under our base-case scenario we 
forecast some weakening .of the financial measures over the intermediate term 
because of the continued weak economy and the phaseout of bonus depreciation, 
we nevertheless expect that Integrys will maintain financial measures that are 
consistent with the significant financial risk profile, albeit with less 
cushion. 

For the 12 months ended Sept. 30, 2011, adjusted consolidated FFO to total 
debt improved to 29_3% from 25.2% at the end of 2010, adjusted debt to EBITDA 
improved to 3.Sx from 3.8x, and adjusted debt to total capital strengthened to 
47.8% from 50.7%. Under our base-c~se scenario we.expect the companyls 
financial measures to weaken over the intermediate term, so that FFO to debt 
approximates 21%, adjusted debt to EBITDA is about 4.0x, and adjusted debt to 

'total capital approximates 51%. 

Integrys had positive discretionary cash flow in 2010 partially because of 
increased deferred taxes and reduced capital spending. However, over the 
intermediate term, we expect that discretionary cash flow will revert to 
negative primarily because of increased capital spending, for environmental 
capital expenditures and the companyls natural gas main replacement program. 
We expect that Integrys will meet these cash shortfalls in a manner that is at 
least credit neutral. 

Liquidity 
OUr short-term rating on Integrys is !A-2!. The -company bas adequate liquidity 

. and Can more than cover its needs for the next year, even if FFO declines. 
(For more on liquidity, see nStandard & Poor!s Standardizes Liquidity 
Descriptors For Global Corporate Issuers, n published on July 2, 2010.) 

We base our liquidity assessment on the fallow~ng factors and assumptions: 

• We expect the companyls liquidity Sources (including cash, FFO, and 
credit facility availability) over the next 12 months to exceed its uses 
by about 1.7x.· 

• Debt maturities are manageable over the intermediate term, with 
approximately $250 million, $315 million, and $100 million maturing 
during 2012-2014. 

• Even if both the availability under the existing credit facilities and 
FFO declined by 25%, we believe net sources would total more than 1.2x 
cash requirements. 
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• The company has good relationships with its banks, in our assessment, and 
has a good standing in the credit markets, having successfully issued 
debt during the 2009 credit crisis. 

In our analysis, we assumed liquidity of about $1.9 billion over the next 12 
months, primarily consisting of cash, FFO, and availability under the credit 
facilities. We estimate the company will use about $1.1 billion over the same 
period for capital spending, debt maturities, working capital needs, and 
shareholder dividends. 

Integrys' credit agreements include a financial covenant requiring that the 
consolidated ratio of total debt to total capital be no more than 65%. As of 
Sept. 30, 2011, the company had adequate cushion against this covenant and 
could increase total debt by more than 75% without violating it. 

Outlook 
The stable rating outlook on Integrys and its subsidiaries reflects Standard & 
Poor's baseline forecast that "that consolidated adjusted FFO to debt and debt 
to total capital will approximate 21% and 51%, respectively, over the 
intermediate term. Significant risks to the forecast include 
higher-than-anticipated capital costs, a" weaker-than-expected economy," or 
materially lower rate case increases than predicted. We could lower the rating 
if the nonutility business disproportionally grows to greater than 15% of the 
consolidated company or FFO to debt weakens to below 18% on a consistent 
basis. We consider a further ratings upgrade ~o be highly unlikely but could 
occur if the company's FFO to debt is consistently greater than 30% and its 
debt to total capital is lower than 45%, and it maintains an excellent 
business risk profile. 

Related\Criteria And Research 
• Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011 
• Business Risk/Financial Risk Matrix Expanded, May 27, 2009 
• 2008 Corporate Criteria: Analytical Methodology, April "1.5, 2008 
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Corporate credit Rating A-/Stable/--

Peoples Energy Corp. 
Corporate Credit Rating A-/Stable/--

The Peoples Gas Light & Coke Co. 
Corporate Credit Rating A-/Stable/A-2 

Ratings Affirmed; Recovery Ratings Unchanged 

North Shore Gas Co. 
Senior Secured 

Recovery Rating 

The Peoples Gas Light & Coke Co. 
Senior Secured 

Recovery Rating 

Wisconsin Public Service Corp. 
Corporate Credit Rating 
Senior Secured 

Recovery Rating 
Preferred Stock 
Commercial Paper 

A 

1+ 

A-
1 

A-/Stable/A-2 
A 

1+ 
BBB 
A-2 

BBB+/Positive/--

BBB+/Positive/--

BBB+/Positive/A-2 

Complete ratings information is available to subscribers of Rat-ingsDirect on 
the Global Credit Portal at www.globalcreditportal.com. All ratings affected 
by this rating action can be found on Standard & Paerls public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column. 

! 
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• The electric transmission investment segment includes our approximate 34% ownership interest in ATe. ATe is a federally regulated electric 
transmission company with operations in Wisconsin, Michigan, Minnesota, and Illinois. 

• Integrys Energy Services is a diversified nonregulated retail energy supply and services company that primarily sells electricity and natural 
gas to commercial, industrial, and residential customers in deregulated markets. In addition, Integrys Energy Services invests in energy assets 
with renewable attributes. 

• The holding company and other segment Includes the operations ofthe Integrys Energy Group holding company and the PElle holding 
company, along with any nonutility activities at WPS, MGU, MERe, uppeo, PGL, NSG, and 185. The operations of ITF were included In this 
segment beginning on September 1, 2011, when we acquired Trillium USA and Pinnacle eNG Systems. 

The tables below present information related to our reportable segments: 

Nonutllity and 
Nonregulated 

Res:ulated Operations Oeeratlons 

Natural Electric Total Integrys Holding Integrys Energy 

Gas Electric Transmission Regulated Energy Company Reconciling Group 

2011 (Mlllionsl Utility Util~ Investment O~erations Services and Other Eliminations Consolidated 

income Statement 
External revenues $1,987.2 $1,307.3 $ $3.294.5 $1,394.8 $ 19.4 $ $4,708.7 

Intersegment revenues 10.8 10.8 1.1 1.5 113.4) 
Impairment losses on 

property, plant, and 

equipment 4.6 '.6 
Restructuring expense 0.2 0.2 1.8 2.0 

Depreciation and 
amortization expense 126.1 88.5 214.6 12.7 23.3 10.5) 250.1 

Miscellaneous income 2.2 0.8 79.1 82.1 0.4 19.3 117.0) 84.S 

Interest expense 48.4 41.8 90.2 2.3 53.3 117.0) 128.8 

Provision (benefit) for 

income taxes 61.2 S9.2 31.3 151.7 17.1) 110.7) 133.9 

Net income (loss) from 

continuing operations 103.9 103.0 47.8 254.7 (6.2) (17.6) 230.9 

Discontinued operations 0.1 (0.5) (0.') 
Preferred stock dividends of 

subsidiary 10.6) (2.5) (3.1) (3.1) 

Net Income (loss) attributed 

to common shareholders 103.3 100.5 47.8 251.6 (6.1) (18.1) 227.' 
Total assets 5,033.0 2.982.9 439.4 8,45S.3 891.5 1,215.3 (578.9) 9,983.2 

Cash expenditures for 
long~lived assets 199.3 8M 283.4 18.0 10.0 311.4 
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