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NS-PGL Ex. 1.0

STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

North Shore Gas Company
The Peoples Gas Light and
Coke Company

Docket Nos. 11-0663
and 11-0664 (cons.)

Petitions Pursuant to Rider EEP

of Schedule of Rates for Gas
Service to Initiate a Proceeding to
Determine the Accuracy of the
Rider EEP Reconciliation Statement

N N N N N N N N N

SUPPLEMENTAL DIRECT TESTIMONY
OF
EDWARD M. KORENCHAN

Q. Please state your name.

A. Edward M. Korenchan.

Q. Are you the same Edward M. Korenchan who previously submitted Direct
Testimony on behalf of North Shore Gas Company (“North Shore”) in Docket No.
11-0663 and on behalf of The Peoples Gas Light and Coke Company (“Peoples
Gas”) in Docket No. 11-06647

A. Yes.

Q. Do you have any attachments to your testimony?

A. Yes. | am sponsoring NS-PGL Ex. 1.1, which was prepared under my
supervision and direction. This exhibit updates the reconciliation statement data
presented in NS Ex. 1.1 and PGL Ex. 1.1 to include costs incurred subsequent to
the preparation of the reconciliation statements that North Shore and Peoples

Gas (together, the “Utilities”) filed in September 2011. As Utilities’ witness
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NS-PGL Ex. 1.0

Patrick E. Michalkiewicz explains in his supplemental direct testimony, the
Utilities continued to incur costs after June 30, 2011, to wind up the final year of
the efficiency programs for which each utility’s Rider EEP, Enhanced Efficiency
Program, was the cost recovery mechanism.

Q. Please describe NS-PGL Ex. 1.1.

A. NS-PGL Ex. 1.1 shows for each company what the reconciliation
statement would have included had the Utilities known all the costs associated
with the third and final year of the Rider EEP programs at the time they prepared
and filed the reconciliation statements and the resulting Information Sheets. The
exhibit is for illustrative purposes. For example, the “Reconciliation Adjustment”
shown on page 1 of each of Part 1 and Part 2 is not the adjustment that the
Utilities filed in September 2011 and have been including with bills for service
rendered October 1, 2011, through June 30, 2012.

Q. Please describe NS-PGL Ex. 1.1 as it pertains to North Shore.

A. North Shore data are shown in Part 1 of the exhibit. Part 1 is a revised
version of NS Ex. 1.1 that includes updated expenses on lines 6 and 15 which
have been increased to include additional invoices received after the third
program year that were not previously included. Consequently, the resulting
calculations have also been updated. My previously filed direct testimony
contains detailed descriptions of the calculations (NS Ex. 1.0, lines 70-118). The
additional invoices for the North Shore programs total $4,140 for Service
Classification (“S.C.”) No. 1 and $3,040 for S.C. No. 2. As a result of the

inclusion of additional expenses, the Total Reconciliation Adjustment refund
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NS-PGL Ex. 1.0

amounts decreased from $291,819 to $287,663 for S.C. No. 1, and from
$320,067 to $317,016 for S.C. No. 2 (NS-PGL Ex. 1.1, Part 1, Page 2, Line 24,
Columns C and D).

Q. Please describe NS-PGL Ex. 1.1 as it pertains to Peoples Gas.

A. Peoples Gas data are shown in Part 2 of the exhibit. Part 2 is a revised
version of PGL Ex. 1.1, that includes updated expenses on lines 6 and 13 which
have been increased to include additional invoices received after the third
program year that were not previously included. Consequently, the resulting
calculations have also been updated. My previously filed direct testimony
contains detailed descriptions of the calculations (PGL Ex. 1.0, lines 70-117).
The additional invoices for the Peoples Gas programs total $72,970 for S.C. No.
1 and $30,289 for S.C. No. 2. As a result of the inclusion of additional expenses,
the Total Reconciliation Adjustment refund amounts decreased from $3,490,944
to $3,417,750 for S.C. No. 1, and from $572,415 to $542,013 for S.C. No. 2 (NS-
PGL Ex. 1.1, Part 2, Page 2, Line 22, Columns C and D).

Q. What is the purpose of the updated calculations?

A. The current proceeding represents the final reconciliation period under
Rider EEP. The updated calculations provide the impacts, including interest, of
total expenses updated for invoices received subsequent to the original filed
testimony and exhibits. The revised amounts in NS-PGL Ex. 1.1 should be used
in determining any final settlements or Factor O (Commission Ordered

Adjustments) amounts under Rider EEP.
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NS-PGL Ex. 1.0

Q. How do the Utilities propose to handle recovery of the additional expenses
that they were unable to include in the initial reconciliation statement?

A. Section C of Rider EEP provides the following: “The reconciling amount
from such [reconciliation] proceeding (Factor O) shall be recovered in the manner
determined by the Commission in the annual reconciliation proceeding.” The
Utilities propose that the resulting reconciliation adjustment amounts that are
calculated in NS-PGL Ex. 1.1 based on inclusion of these additional expenses be
the basis for comparison in determining any Factor O amounts resulting from this
proceeding.

Q. How do the Utilities propose to determine the Factor O amounts and
handle the recovering or refunding of the Factor O Amounts?

A. The Utilities propose that the resulting Total Reconciliation Adjustment
dollars (Line 24 for North Shore and Line 22 for Peoples Gas) be netted against
the actual revenue amounts recovered or refunded through the Reconciliation
Adjustment for the third Program Year that billed October 1, 2011, through June
30, 2012, to determine the Factor O amount. This Factor O amount will then be
divided by the average customers forecasted for the period over which Factor O
will be billed divided by the number of months in that period and then multiplied
by 100 to yield the rates for the Factor O on a monthly cents-per-customer basis.
The following further describes the additional inputs required for the calculations
to determine the Factor O amounts and resulting adjustment rates. As
requested, the Utilities can provide information needed to make the calculations

described in the following:
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Actual revenue amounts recovered or refunded through the Reconciliation
Adjustment for the current reconciliation period (October 1, 2011, through
June 30, 2012) will be available in early October. Although the
Reconciliation Adjustments terminated on June 30, 2012, billing for the
period through June 30, 2012, will extend additional months due to the
nature of cycle billing and bi-monthly billed customers.

Rider EEP provides for billing the Reconciliation Adjustments over the
nine month October 1 through June 30 period. However, depending upon
the size of the Factor O amounts recoverable or refundable for each
company as well as the timing of an Order in this proceeding, shorter
periods may be preferable to effectuate charges or refunds of one cent or
more. The period for billing Factor O will need to be determined.
Forecasted average customers should reflect the average customers for
the periods for which the Factor O adjustments would be in effect.

Does this conclude your supplemental direct testimony?

Yes, it does.
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