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CUB-City Exhibit 2.1
Copies of Applicant's Responses to Discovery Requests
Referenced in the Rebuttal Testimony of
Ralph C. Smith
Discovery No. of
Request Subject Confidential | Pages | Page No.
NS & PGL DGK |The Companies have not done any analysis regarding year-end versus average rate base
7.06 other than what was provided in their direct filing No 2 2-3
NS & PGL DGK [The Companies have not done any analysis regarding the increase in net plant's effect on its
7.07 decision to propose a year-end versus average rate base other that what was provided in
their direct filing No 2 4-5
PGL AG 8.20 |The Companies state that the monthly accrual of Invested Capital tax is based on last year's
tax divided by twelve No 2 6-7

NS AG 10.13 |The Companies state that their 2013 Invested Capital Tax monthly expense would be based
on the 2011 tax return until the 2012 tax return is filed and then on the 2012 filed tax return
amounts No 2 8-9

NS BAP 5.04 | The Companies' 2012 Invested Capital Tax monthly accrual journal entries and tax
4SUPP payments are based on the previous year's (2011) actual liability, not the 2012 projected
liability No 2 10-11

PGL AG 16.14 |The Integrys 2013 Non-Executive Compensation Plan will not be available until after the
record in this proceeding is closed; the Plan's design is based on the combined Integrys
utility level, and at the combined Integrys level, the Non-Executive Incentive Compensatiol
Plan is designed such that the overall ratio of cost savings to incentive compensation paid
under the O&M control metric is $2.77 of cost savings for each $1.00 spent on incentive
compensation No 6 12-17

NS BAP 22.05 |The Utilities' alternative estimation for the impact of the State Income Tax rate change on
the 2013 test year updated to be consistent with the Utilities' rebuttal revenue requirement
schedules. The Utilities' proposed quantifications for Peoples Gas and North Shore are

shown on Attach 01 (bates numbered page NS 0008595) No 5 18-22

PGL AG 20.01 [Estimated impact on 2013 Federal ADIT from 2012 American Taxpayer Relief Act, which
extended 50% bonus tax depreciation through December 31, 2013; the Utilities' updated
quantifications are shown on Attach 01 to this response No 3 23-25

PGL AG 16.25 [Actual monthly charges for each month July through December 2012 as a result of the
(©)(@)() revised CDOT regulations; per its November 14, 2012 letter, Peoples Gas is awaiting

clarification from the Chicago Department of Transportation regarding many aspects of the

CDOT regulations that became effective in July 2012 No 16 26-41
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ICC Docket No. 12-0511 Page 2 of 41

North Shore Gas Company’s Response to
Staff Data Requests DGK 7.01-7.07
Dated: September 26, 2012

REQUEST NO. DGK 7.06:

Referring to PGL Ex. 7.0, pp. 4-6 and NS Ex. 7.0, pp. 4-5, please provide copies of all
analysis performed to determine whether a year-end versus average rate base position
should be proposed by the Company in the instant case.

RESPONSE:
North Shore has not done any analysis regarding year-end versus average rate base other

than what was provided in the direct filing in this case including NS Ex. 7.0, NS Ex. 7.01
(Page 1, Schedule B-1) and NS Ex. 7.02.

NS 0003679
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The Peoples Gas Light and Coke Company’s Response to
Staff Data Requests DGK 7.01-7.07
Dated: September 26, 2012

REQUEST NO. DGK 7.06:

Referring to PGL Ex. 7.0, pp. 4-6 and NS Ex. 7.0, pp. 4-5, please provide copies of all
analysis performed to determine whether a year-end versus average rate base position
should be proposed by the Company in the instant case.

RESPONSE:
Peoples Gas has not done any analysis regarding year-end versus average rate base

other than what was provided in the direct filing in this case including PGL Ex. 7.0, PGL
Ex. 7.01 (Page 1, Schedule B-1) and PGL Ex. 7.02.

PGL 0005749
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North Shore Gas Company’s Response to
Staff Data Requests DGK 7.01-7.07
Dated: September 26, 2012

REQUEST NO. DGK 7.07:

Referring to PGL Ex. 7.0, lines 88-90 and NS Ex. 7.0, lines 84-88, has the Company
performed any analysis on the amount of proposed increase in net plant’s effect on its
decision to propose a year-end versus average rate base? If yes, provide copies. If not,
what is the Company’s support for this statement?

RESPONSE:

The only analysis done regarding the increase in the net plant was provided in the direct
filing in this case, see NS EXx. 7.2.

NS 0003680
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The Peoples Gas Light and Coke Company’s Response to
Staff Data Requests DGK 7.01-7.07
Dated: September 26, 2012

REQUEST NO. DGK 7.07:

Referring to PGL Ex. 7.0, lines 88-90 and NS Ex. 7.0, lines 84-88, has the Company
performed any analysis on the amount of proposed increase in net plant’s effect on its
decision to propose a year-end versus average rate base? If yes, provide copies. If not,
what is the Company’s support for this statement?

RESPONSE:

The only analysis done regarding the increase in the net plant was provided in the direct
filing in this case, see PGL Ex. 7.2.

PGL 0005750
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The Peoples Gas Light and Coke Company’s Response to

Attorney General Data Requests AG 8.01-8.20
Dated: October 19, 2012

REQUEST NO. AG 8.20:

Ref: NSG Response to JMO 7.05, Attachment 1; Schedule C-18, line 8 (Invested
Capital Tax). Please provide the following additional information:

a. A complete copy of the Company’s most recently filed Invested Capital Tax
return.

b. Explain whether the methods used to estimate this tax for the 2013 test year
include all elements of financial data that determine the actual tax liability on
the Company’s filed returns.

c. Explain how the Company records this tax on its books, relative to the timing
of actual tax payments

RESPONSE:

a. Please see the attached copy of the 2011 lllinois Invested Capital Tax return.
Peoples Gas filed the return February 29, 2012.

b. The estimated tax for the 2013 test year does include all elements of estimated
financial data that should be included in the tax base. The calculation is a mirror
image of the tax return. The only difference is projected financial data verses actual
results.

c. The lllinois Invested Capital tax is recorded on the books as a monthly accrual. The
monthly accrual is based upon last year’s tax divided by twelve (months).
Additionally, quarterly estimated tax payments are made against this accrual.
These quarterly estimated tax payments are also based upon last year’s tax divided
by four (quarters).

PGL 0006779
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Page 7
lllinois Department of Revenue PV

ICT-4 Electricity Distribution v
and Invested Capital Tax Return Station no. 070 e

Do not write above this line.

Part 1: ldentify your business

1 llinois Business Tax number (IBTno,): __ 0012 - 6616 6 Calendar year you are filing this return for: 2011
2 Federal Employer Identification number (FEIN): _36 - 1613900 __ 7 [ Check here if your address has changed.
3 Invested Capital Tax (ICT) licenseno.:___ 1G - 00015 8 s this a final return? Cyes no
4 Business name: THE PEOPLES GAS LIGHT & COKE CO bELrI::elessi'ndicates you will no longer conduct
5 Business address; 130 E RANDOLPH ST FL 19 9 Daytime telephone: (312).240 - 3753
Number and sireel
CHICAGO IL 60601
City Slate ZIlP
Part 2: Figure your Invested Capital Tax Column A Column B
Balance at beginning of year ~ Balance at end of year

10 Total amount of proprietary capital, stockholders' equity, or total equity 10 691,011,950| 97 10 _ 697,332,331|_40
11 Total long-term debt 11 517.220,208|_07 1 518.036,181| 51
12 Add Lines 10 and 11. 12 _1,208,232,156| 04 12 1,215,368,512| 91
13 Investments in and advances to all corporations 13 11,235,440|_38 13 4,691,041 40
14 Subtract Line 13 from Line 12. 14 _1.196,996,715| 66 14 _1.210,677.471|
15 Add Column A, Line 14, and Column B, Line 14. 15 2,407,674,187| 17
16 Multiply Line 15 by 50% (.50). This amount is the average of the balances. 16 1,203,837,093| 58
17 lllinois apportionment factor shown on your business income tax return.

See General Information, "What should | attach to this return?” 17_1 ._000000
18 Multiply Line 16 by Line 17. 18 1,203,837,093| 58
19 Multiply Line 18 by .8% (.008). 19 9,630,696|_75
20 If you are required to complete Worksheet A on the back of this return, write

the amount from Worksheet A, Line g. If not, write “1.00." 20_1 ..000000
21 Multiply Line 19 by Line 20. This amount is your Invested Capital Tax due. 21 9,630,696| 75
Part 3: Figure your Electricity Distribution Tax (for liabilities on or after January 1, 1998)
22 Kilowatt-hours (kwh) distributed 22
23 Amount from Worksheet B, Line i. This Is your ElectricityDistribution Tax due. 23 0]_00
Part 4: Figure your payment
24 Add Lines 21 and 23. This amount Is your tax due. 24 9,630,696| 75
25 Estimated payments y 25 9,780,000]_00
26 If Line 25 is greater than Line 24, subtract Line 24 from Line 25. This amount is your overpayment. 26 149,303| 25
27 If Line 25 Is less than Line 24, subtract Line 25 from Line 24. This amount is your tax due. 27 [
28 Credit you wish to apply. 28 |
29 Subtract Line 28 from Line 27, and pay this amount. 29 [

Make your check payable to “lllinois Department of Revenue.”

Part 5: Sign belo

Undgy penalties of perjpiry, | state that | have examined this return and, to the best of my knowledge, it is true, correct, and complete.

i a‘Z 220t glyz 357
Taxpayefs signature (/) te Telephone (Include area code.)
I ( ) -
Nt Date Telephone (Include area code.)

Preparer’s signature

Part 6: Mail your return
PO BOX 19019
SPRINGFIELD IL 62794-9019

7 ATTN INVESTED CAPITAL TAX
—
This form Is authorized by the Water Company Invesled Capital Tax Acl, Gas Revenue Tax Act, and Public Ulilities Revenue Act, Disclosure of this I

ILLINOIS DEPARTMENT OF REVENUE
ICT-4 (R-07/01) Information Is REQUIRED. Failure o comply may result In a penally, This form has been approved by the Forms Management Cenler. IL-492-0388

Page 1 of4

PGL 0006780
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North Shore Gas Company’s Response to
Attorney General Data Requests AG 10.01-10.36
Dated: October 26, 2012

REQUEST NO. AG 10.13:

Ref: Response to AG 8.20, Attachment 1; Sch. C-18, page 1 (Invested Capital Tax).
Pealeleé[TIaMh[éachleallhIhIthefeilea T e 18 [e MInhCe [te dMaIiaMa T T]
mCchhThethanhefadlaladelhthellmCanlmIiTecent@ctalia et Th(l
[MdatM@TMhenfhelOmOan e [T ecti TactCallllecTIIh T T T TTthe I8 e MITE T enle[1]
(e AcITeIRAThe I TTe[1léenk e TTEmentIIenihe Mtatementiihe e TThl el
(Mhe M Chth[MaccTaMTale O Th AR [Tea dta e (T T e e M Chth (D0

RESPONSE:

Che20Tiei[Tealllnlete [T HafalalTTITTTTe[TamIhtIITTTITTT000. TThetmt0
(ecentlact[allalllet Tn[Mallllé TThTeTTaIT2[TR20[R MM the[TealénId[TTecem eI ]
201 [MMhe@mTht[MROL M elte[MNalltaMa MMa T TIT P28, 110

ChedcléaleInda T a1 ®ctIé 1T T Mhe MTTTeécte[TIniclealendhedaladelale.IThe
[(ITecte[MAcléalelNialAalTeMaleMMae T T hifheIT T kte[1MRiancl@lMatement1]

Allketal@[Tecald1atIhIiheMITB[éncelktHeen201TanT20 lattachelPeéalehted
thITetal@[TcaldIatIh[ThOTanOdclealenRalTale[IM T RP02 M TT2(BIACPOTIIT]
(P21 PBBIARROLLO

OIent[TealnChthICe[TenCeTale[TaleITTThhedTé M TTTealllta 11T e T (T1T1T]
tOee. IO CamOe MITTIAT20R khenChth[ICe [TenCe MM TeRhe Cam I htOITmtheO
200TIn e e dDadtaMDa et (Th [T Te (T T e [Me. MM (e Ce MTAce Bhe 2O O THa Tle t [Th [
OaéTTh[MeITaMT2 00202 MheMTanaTan[TTedTadlmChth[ITeTenCe OO TeO
Chledhhe200eétTn. T [Med[Ie[ihe 2O TmIhth e [TenCe MM TeMaledThIheO
20T Tia et IhIhtfhe 202 et T [IDhGh I eIl al¢h I IIIIE L

NS 0007719
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CUB-City Exhibit 2.1
ICC Docket No. 12-0xxx Page 10 of 41
North Shore Gas Company’s Response to
Staff Data Requests BAP 5.01-5.04
Dated: September 4, 2012

REQUEST NO. BAP 5.04:

PlealelI Thatefhele[TThledl IMta(lNatale T e[PGLIIAPIIO2IIthe[laE@nce ]
calen[b[leal@0[R@LlacttalamlIntlTeclimelalaldlle.]

RESPONSE:
OheMOCmCanIhCe Mtan (O TEh e (Te (A 1Té e M 1M OG IMAPII 02 M-
Plealelelef TthelattacheII TealTheet.(]

SUPPLEMENT - JULY AND AUGUST UPDATE:

OeelOIDAPIIOOMOPP Attach O I IIMA T T Tt [Act [ 10

2" SUPPLEMENT - SEPTEMBER UPDATE:

Cee[lUINAPIIOMMI200PP[Attach [0 Me [tem e Mact [ 1 [

3" SUPPLEMENT - OCTOBER UPDATE:

Cee[lOINAPIIOMIMOPPAttach O ct [T e Mact [ [

4™ SUPPLEMENT - NOVEMBER UPDATE:

Cee[lOIMNAPIIOMIMOPPAttach O [T emCe[fACt [T 1]

NS 0008254
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ICC Docket No. 12-0512 Page 12 of 41

The Peoples Gas Light and Coke Company’s Response to
Attorney General Data Requests AG 16.01-16.25
Dated: December 20, 2012

REQUEST NO. AG 16.14:

Ref: NS-PGL Ex. 29.0 Cleary Rebuttal, line 150 (Non-Executive Incentive
Compensation). In her rebuttal, Ms. Cleary indicates her disalteement Uith Mr. [rosch(s
500 disallo0ance o[IJon-executiCe IncentiCe Compensation, statin[] n the Otilities[Tlon-
Executile IncentiCe Compensation Plan, there is a 5000 OeilChtinCplaced on a cost control
measure that requires the meetinJolkertain le[els oltombined 1000 and IntelTys [tilities
FEOC-based non-lel JOM expense. The threshold leCel alainst [hich perlormance in
this metric is to be measured [as set alainst the budet deleloped and submitted as part
o[the 2013 test year numbers to be examined by the Commission in the context ol[this
rate case.l]Please respond to the [0llodin[T]

a. Prolide a detailed itemilation o[the M amounts in [fhe budlet de[Eloped
and submitted as part o[the 2013 test year numbers[that is beinJ
relérenced by Ms. Cleary.

b. Prolide a reconciliation olthe POL and OO0 [drecasted OCIM expenses
contained in the CompanyIs Oebuttal Olin0(OO-POL Ex. 2[11P, palk 1 and
Ex. 20010 palk 1) to the [threshold le[elCo11M that is to be used [dr the
non-[el OOM expense to administer the 2013 Oon-executiCe Incentile
Compensation Plan.

C. Explain, usinlJthe in[0rmation in your response to part (b), ho[J achie(ement
o[I1[OM cost control in 2013 relatile to incentiCe compensation tarCets [ill
produce expense salin[k [0r each utility, compared to test year [0recasted
le[els o[TIOM.

d. Explain and proCide illustratiCe calculations sholinJho[] the [Metric is to be
measured [Jas set alhinst the budlet de[eloped and submitted as part o[the
2013 test year numbersLl

e. (il the OOM cost control incentiCe used [0r 2013 plan administration be
based upon the 2013 non-[Uel CI[JM expenses ultimately approled by the
Commission in these [Joclets, or some other amounts [6r POL and OO0

[ Prolide a detailed calculation olthe 2013 JCIM cost control tarCet amount [0r
each olthe Inte[Tys utilities and other business units that Oill be used to
administer the Oon-Executile IncentiCe Compensation Plan, indicatin(Ithe
source ol[all amounts contained in the calculation.

O Coes Ms. Cleary belie[® that the incentiCes payable under the Con-executile
incentiCe compensation plan are properly calibrated so that the
compensation cost is reasonable in proportion to the [1[0M salin[k that must
be achieled to earn such compensation[]

PGL 0020974
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The Peoples Gas Light and Coke Company’s Response to

Attorney General Data Requests AG 16.01-16.25
Dated: December 20, 2012

h. Prolide an illustration indicatinCl1ho[] the cost olincentiCe compensation that
is driCen by cost control compares to the Wil amount o[such salin[(s under
the Oon-executile incentile plan. O ill the amount oTJM salin[5 realiled
by the utility allJays exceed the incremental cost olincentiCes paid to
employees(]

RESPONSE:

a. The non-[uel OOM expense adlusted that Cas part o[the 2013 test year budCets [0r
Peoples [Jas and Oorth Ohore that Oere submitted in their direct case are brolen
dolIn by FEOC account in POL AO 1[114 Attach 01.

b. As explained prelously in response to other data requests, the 2013 Con-ExecutiCe
IncentiCe Compensation Plan has not yet been prepared and [ihaliCed [0r the
(tilities, and thus the metrics alainst (hich performance Cill be measured [6r 2013
are not yet alailable. [ hile the sentence relérred to [lom Ms. Cleary(s rebuttal
stated that the [fhreshold lelel . . . was set allainst[the budCet delkeloped and
submitted as part o[the 2013 test year numbers to be examined by the Commission
in this rate case, indicatinCJthe metrics already hale been set, it Oould be more
accurate to state that the metrics [ill be determinedCbased upon the 2013 test
year budCet numbers at issue in this rate case. Accordinlly, the [feconciliationo[]
such metrics to the [tilitiesCrebuttal (lin(ls cannot be done at this time.

C. As explained in the response to part (b) abolk, the inlormation requested in that
part cannot be prolided because the 2013 Con-ExecutiCe IncentiCe Compensation
Plan has not yet been prepared and [ihaliCed. The concept oChol achielement o[
JOM cost control in 2013 rele[ant to that year(s Con-ExecutiCe Incentile
Compensation Plan non-uel OOM expense adlusted metrics, hoJeler, can be
explained in Ceneral. The plan(s [thresholdOmetric sets a leCel beloO Chich non-
el OOM expenses adlusted must be [Cept in a [iCen year beldre any payout related
to this portion olthe [on-ExecutiCe IncentiCe Compensation Plan may be made.
That leCel is determined based upon the amount o[hon-[uel M expense adllsted
that Oas budCeted [0r that plan year. Accordinlly, beldre there can be any
incentiCe compensation payout related to this metric, the amount oChon-el CJOOM
expense adlusted must hale been controlled or reduced to a leCel belod the
threshold metric leCel that Oas based upon that year(s bud(ket.

d. As explained in the response to part (b) abolk, the 2013 on-Executile Incentile
Compensation Plan has not yet been prepared and lihaliCed. Accordinly, the
actual non-[uel JUOM expense adlusted metrics alainst Uhich 2013 perlormance Lill
be measured are not yet alailable. To see an illustration oChol] the Con-executiCe
IncentiCe Compensation Plan non-[Uel [JJM expense adlusted metrics compare to
the OtilitiesCAnnual budlets, please see POL A0 [130Attach 03 COOO
CUUOFIDEOTIAL, Dhich prolides this in[0rmation [dr the year 2012.
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The Peoples Gas Light and Coke Company’s Response to
Attorney General Data Requests AG 16.01-16.25
Dated: December 20, 2012

The 2013 Oon-Executile IncentiCe Compensation Plan is not expected to be
(ihaliCed and approled until alfer the hearinin this matter is concluded and the
record closed, but beldre the Commission issues its ihal Order. Accordinlly, as
stated in part (a) abolk, the 2013 Con-Executie IncentiCe Compensation Plan non-
el OOM expense adlusted metrics are expected to be based upon the 2013 test
year budCet numbers submitted by the [tilities in this rate case, but cannot be set
based upon [hat is [Wltimately approledby the Commission because the
Commission(s lihal Order Oill be issued alier the plan is [ihaliCed and approled.

The [tilities obléct to this request on the [rounds that the request [0r detailed
calculations o[the [J[IM cost control tarCkts [0r IntelTys utilities other than Peoples
Oas and Oorth Ohore is olerbroad and not reasonably calculated to lead to the
discolery o[ladmissible elidence. Oubléct to the [@re[binUobléctions and the
Otilities[XJeneral Obléctions, as explained in the response to part (b) abol®, the
2013 Oon-Executile IncentiCe Compensation Plan has not yet been prepared and
lihaliCed, so the inldrmation requested in this part is not alailable at this time.

Ces. At the combined Inteltys utility leCel, the Oon-Executile IncentiCe
Compensation Plan is desilhed such that the olerall ratio o[tost salin[ks to
incentiCe compensation paid under this metric is 25 to [ or $2.[1Jolktost salin(k [or
each $1.00 spent on incentiCe compensation. As demonstrated in responses POL
Al 10115 (a) throulh (c) and OO AQ 1[010(a) throulh (e), this has resulted in cost
salin[k approximately at or abole this ratio [0r Peoples [Jas and Corth Ohore.

Please see response PLL A 1115 (a) throulh (c) [0r an illustration o[holl the
cost oldncentiCe compensation in 2011 [0r Peoples [Jas compares to the il
amount ol[the salin[k realiled by Peoples [Jas under the Oon-Executile IncentiCe
Compensation Plan durinCthat year. It is the expectation that the (J[JM cost
salin[k realiCed by the [tilities Uil allJays exceed the incremental cost ol
incentiCes paid to employees under this portion o[the Oon-Executile IncentiCe
Compensation Plan, and that has been the experience to date since this metric [as
introduced in 2011. Cee response to part () abole [0r [Wrther in[ormation.
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Sum of Sum Total Amt Column Labels

Row Labels Peoples Gas North Shore
717000 $ 6,469.42
735000 93,010.85
740000 156,646.37
741000 17,373.96
742000 48,658.52
813000 $ 1,018,138.30 205,562.64
814000 520,520.59 (0.16)
816000 346,760.55

817000 22,672.00

818000 506,377.56

819000 2,414,247 .43

820000 189,516.01

821000 845,439.56

824000 517,731.71

824001 133,404.00

825000 19,331.00

830000 209,511.32

831000 315,799.36

832000 878,296.79

833000 242,606.00

834000 1,020,732.83

835000 128,169.60

836000 235,025.01

837000 661,050.55

840000 59,173.13

841000 220,589.10

842100 460,309.00

843100 29,578.05

843500 571.00

843600 7,747.00

843700 119,684.00

843800 53,663.70

843900 154,384.52

856000 349,369.36 127,510.70
857000 982,769.86

859000 257,301.28

860000 182,608.96

863000 1,201,752.60

865000 275,144.14

870000 2,417,298.75 892,539.68
871000 1,118,042.18 324,575.06
874000 5,827,364.26 1,936,118.43
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877000
878000
879000
880000
881000
885000
886000
887000
889000
890000
891000
892000
893000
901000
902000
903000
903010
904000
905000
905008
905009
907000
908000
909000
910000
920000
920015
921000
923000
924100
924120
925000
925100
925110
925165
925170
926000
926007
926017
926019
926020
926025
926050
926060
926070
926080

695,737.97
11,136,605.42
6,898,326.68
40,236,554.43
54,982.79
1,879,989.91
177,122.75
39,677,410.91
143,144.50

14,040,807.36
663,677.21
1,573,708.14
322,692.05
24,119,834.21

27,313,868.00
6,719,472.65
4,696,793.00

(3,648,782.00)

759,507.04
470,684.21
1,063,608.53

27,931,309.98
285,000.00
10,027,351.96
7,343,630.08
8,531.46
180,648.68
1,710,575.77
3,487,269.52
434,643.96
5,118,292.72
178,554.00
281,832.00
1,720,203.15
12,171,384.00

(16,578.00)

16,622,552.44

(16,553,767.03)

541,459.45
30,027,954.96
43,300.00
783,736.44

1,637,607.82
456,693.14
4,863,296.18
6,438.10
411,238.85
77,047.69
1,426,401.48
4,087.92
197.82
29,160.04
1,377,509.70
3,914.00
354,536.05
668,880.56
3,832,181.28
1,173,012.00
1,356,119.00
1,203,562.33
306,269.00

(135,856.00)
159,059.11
90,211.83
299,500.74
45,506.88
5,621,578.09
66,000.00
1,855,235.05
1,403,266.12
1,277.50
29,228.00
387,468.17
348,709.87
59,951.04
264,062.12
26,689.00
39,078.00
265,918.95
1,880,638.92

2,091,044.58

(2,081,815.07)
83,499.69
3,589,490.04
4,000.00
99,573.84

CUB-City Exhibit 2.1

Page 16 of 41

PGL AG 16.14 Attach 01

PGL 0020978



926090
926120
926135
926140
926170
926190
926200
926250
926255
926300
926315
927010
928000
929000
930100
930200
930204
930205
930208
930220
930227
930228
930229
930230
931000
931010
Total

Excludable ltems:

904000
905008
905009
930205
930230
930231
930229
930226
930225

Total Excludable ltems:

Incentive Expense

Adjusted Non-Fuel O&M

$

$

12,886,645.56
(203,255.26)
283,937.65
1,884,480.64
(20,109,293.92)
84,179.12
101,765.52
1,662,066.87
10,402,393.95
(154,376.04)

2,948,394.06
(13,889.16)
160,000.00
1,400,919.60
4,372,026.99
39,284,225.00
117,693.13
10,717,214.54
(1,605,816.00)
(1,236,600.00)
16,644,532.00
5,548,175.00
291,863.67
5,028,173.51

395,761,768.79 $

27,313,868.00 $

4,696,793.00
(3,648,782.00)
39,284,225.00

5,5648,175.00

16,644,532.00

1,666,769.16

35,988.63
204,004.54
(2,241,172.37)
11,343.28
10,231.68
230,655.59
1,868,493.14
(57,699.00)
774,962.48
1,667,245.89

54,675.43
232,003.98
583,561.92

2,716,141.00

16,604.70

4,374,188.81

(69,816.00)
2,849,775.00
949,924.00

903,167.45
56,270,984.21

1,356,119.00
306,269.00
(135,856.00)
2,716,141.00
949,924.00

2,849,775.00

$

$

$

89,838,811.00

6,112,566.00

299,810,391.79

8,042,372.00

915,441.00

47,313,171.21
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ICC Docket No. 12-0511 Page 18 of 41

North Shore Gas Company’s Response to
Staff Data Requests BAP 22.01-22.05
Dated: December 26, 2012

REQUEST NO. BAP 22.05:

Referring again to the rebuttal testimony of the Companies’ witness Mr. John P Stabile,
NS-PGL Ex. 30.0, page 14, lines 318 — 331, putting aside Mr. Stabile’s contention that the
Utilities’ existing deferred tax accounting system would need to be modified to apply Mr.
Smith’s method, please provide:

a) An alternative estimation for the impact of the state income tax rate change on
the test year, in the event the Commission were to adopt Mr. Smith’s proposed
methodology; and

b) Adjustments that would be necessary to reflect Mr. Smith’s proposal in the
Utilities’ rebuttal revenue requirement schedules.

RESPONSE:

a) For all the reasons stated in Mr. Stabile’s rebuttal testimony, the Utilities’ responses
to the 15™ and 16" set of AG data requests, and the reasons discussed in the
Utilities’ responses to Staff data requests BAP 22.01 to 22.04, it is the Utilities’
position that the method of accounting and adjustments proposed by AG and CUB
are not proper. However, if the lllinois Commerce Commission (“Commission”)
were to accept the AG and CUB proposal, then to fairly protect and balance the
interests of customers and the Ultilities, it should do so as an adjustment to the
Utilities’ method of computing regulatory deferred income taxes, and not change the
Utilities’ method of accounting for deferred income taxes overall. To accomplish
this, the Commission, in its Order in this proceeding, should clarify all of the
following points:

e The Commission should confirm that the method of accounting for
deferred taxes outlined in its order issued in Docket 83-0309 (“83-
0309 Order”) applies to all tax rate changes. In doing so, it could
simply carve out a very limited exception for the on-top flow-through
adjustment for the scheduled changes in the lllinois income tax rate
that were enacted in 2011. Since the lllinois tax rate is schedule to
be reduced to 7.75% in 2015, the significance of the current /
deferred tax rate only exists until then. Therefore, the on-top flow-
flow through adjustment should only be required for 2013-2014.

e This adjustment would be limited in scope to only plant-related
differences. This is consistent with the AG and CUB adjustments.

e The adjustment should be limited to the periods where the rate
differential makes a significant difference. In other words, the
adjustment would be made in 2013 and 2014. Under lllinois law, the
state tax rate differential for 2015 through 2024 of 7.75% and 2025
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and beyond of 7.3% are not significant particularly when the federal
income tax effects are considered as well. The rate differential
during the period 2015 until 2025 when the rates become permanent
at 7.3% can be no greater than 0.29255%.

e The amount of the adjustment for the state tax rate differential would
be computed as the AG and CUB proposed applying the current /
deferred tax rate differential that exists for 2013 to originating plant
related book to tax timing differences. As described above, the
adjustment to deferred taxes would also be computed in 2014 in the
same manner.

e The adjustment as a matter of timing would need to reverse, because
it is also being accounted for by the Utilities’ ARAM accounting
method as the lllinois income Tax Rate scheduling is actually
realized. The adjustment computed in 2013 and 2014 would need to
amortize over some future period. Since the period scheduled rates
are in effect is 2013-2024, a period covering those years seems
appropriate. However, the Utilities would not object to any
reasonable alternative to the amortization period suggested here.

e The adjustment would serve to reduce tax expense and cost of
service revenue requirements at levels approximately equal to those
proposed by AG and CUB. The amortization would serve to increase
tax expense and cost of service in future years thus offsetting any
amounts already flowing in as the result of ARAM.

e The balance in the adjustment to deferred taxes should itself be
recorded in account 282 or 283 as deferred income taxes and should
be included in rate base.

Based on the Utilities’ limited understanding of the record in recent formula rate
cases for Commonwealth Edison Company (“ComEd”) and Ameren Utilities
(“Ameren”), the computation outlined above would provide a comparable cost of
service related to the scheduled changes in the lllinois rates as enacted during
2011. All four utilities will be making similar adjustments and an adjustment
described above will provide clarity and consistency. There appears to be nothing
in the record in the ComEd or Ameren dockets that is inconsistent with an
adjustment done as outlined above.

ComEd in Docket No. 12-0321 acknowledges the 83-0309 Order applied and
ARAM should be used to account for the rate change applicable to timing difference
that originated prior to the enactment date of the 2011 change in lllinois tax law.
ComEd witness Mr. Fruehe states:

Consistent with prior ICC guidance (ICC Docket No. 83-0309, addressing the

manner in which deferred tax impacts resulting from tax rate changes should
be addressed), this shortfall in ADIT is offset by a regulatory asset and is
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being amortized prospectively over the remaining life of the underlying assets
by applying a weighted-average rate method for future reversals.

Docket No. 12-0321, ComEd Ex. 3.0 Rev., 37:778-782. In that docket, the
Commission’s Order contains no record of any dispute as to this point. ComEd
witness Mr. Fruehe also describes the adjustment ComEd made to its provision for
deferred tax expense:

Finally, in 2011, ComEd recognized a significant benefit due to the difference
between the current income tax rate of 9.50% and the rate at which the
related deferred tax expense is recorded. The deferred tax rate is lower
because, as described above, the state income tax rate is scheduled to
decline in 2015 and again in 2025, which means that some of the deferred
taxes recorded in 2011 will reverse in later years when the state income tax
rate is scheduled to be lower.

Docket No. 12-0321, ComEd Ex. 3.0 Rev., 37:784-789. There appears to be no
discussion in the record explaining why ComEd made the adjustment. ComEd
appears to provide no analysis of why the adjustment is appropriate or upon what
authority it is making the adjustment.

Similarly, based on the order in Ameren, Docket No. 12-0293, the record
summarized in the Order includes no direct discussion of the applicability of the 83-
0309 Order. So again, there is nothing that indicates that the 83-0309 Order does
not generally apply. What else is absent from the discussion is the effect of the
lllinois income tax law change on existing deferred tax balances. The record in the
ComEd docket, as quoted above, specifically addressed the pre-existing balances
and the applicability of the 83-0309 Order. Ameren like ComEd and the Utilities
would have had to re-measure the existing balance per FAS 109. If Ameren had
believed that the 83-0309 Order was not applicable, that re-measurement would
have led to an expense in 2011. There is no discussion in the record of an expense
or the re-measurement so the Utilities assume Ameren like ComEd applied the
order to the initial remeasurement.

The Orders in these dockets do not contain any dispute relative to the adjustment
being made, or analysis or discussion regarding the reason for the adjustment.
Therefore there is nothing in those Orders indicating that Ameren and ComEd were
not simply adjusting the results of the 83-0309 Order in a similar manner to that
described above.

The Utilities continue to believe that long-term customer and shareholder interests
are best served by applying the 83-0309 Order and ARAM consistently and without
adjustment across all years. However, if the Commission decided to adjust cost of
service as outlined above to provide a benefit to customers in the near term as it
has done in the case of Ameren and ComEd, then the Utilities believe that
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