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STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

The Peoples Gas Light

and Coke Company
Petition Pursuant to Rider VBA Docket No. 14-
of Schedule of Rates for Gas
Service to Initiate a Proceeding to
Determine the Accuracy of the
Rider VBA Reconciliation Statement

DIRECT TESTIMONY
OF
KAREN A. TIEDMANN

Please state your name and business address.

Karen A. Tiedmann, 130 East Randolph Street, Chicago, Illinois 60601.
By whom are you employed?

Integrys Business Support, LLC (“IBS").

What position do you hold with IBS?

| am a Rate Case Consultant in Regulatory Affairs.

What are your responsibilities in that position?

> 0 » D » P » D

My responsibilities include managing and coordinating the preparation,
administration, and analysis of rate case filings for The Peoples Gas and Light
and Coke Comp_any;,("ﬁggp]es Gas” or the “Company”) and its sister utility North
Shore Gas Company ("Norjth?S.hore”). in addition, | am responsible for the
preparation and coordination of the Rider VBA filings for both Peoples Gas and
North Shore.

Q. Please summarize your educational background and experience.

1
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A In 1985, I graduated from Northern lllinois University with a Bachelor of
Science Degree in Computer Science and a minor in Business. In 1991, |
received a Master of Business Administration Degree from DePaul University
with a Finance Emphasis. | have been employed by IBS since July 2Q11 where |
was a Senior Rate Planner/Analyst in Regulatory Affairs prior to being promoted
to my current position as a Rate Case Consultant in November of 2013. Prior to
July 2011, | was employed by Peoples Gas from 1985 through 1998 in various
positions and levels of responsibility in the Information Technology Services
Department, Financial Reporting Department, and the Rates Department. [n
addition, from August 2006 through June 201 1, | was employed by Staﬁlo.gix
Corporation as a contractor and provided service to IBS’ Gas Regulatory
Services Department assisting in rate case proceedings.

Q. Please give a brief description of the operations and status of Petitioner.
A | am advised by counse! that Peoples Gas is a corporation organized and |
existing under the laws of the State of lllinois, having its principal office at 130
East‘Randolph Street, Chicago, lllinois 60601. ‘It is engaged in the business of
purchasing natural gas for and distributing and selling natural gas to
approximately 829,000 custorﬁers in the City of Chicago. | am advised by
counsel that Peoples Gas is a public utility within the meaning of the Public
Utilities Act. |

Q. Please describe the subjecf matter of this proceeding.

A. Peoples Gas’ Schedule of Rates for Gas Service includes Rider VBA,

Volume Balancing Adjustment. Rider VBA is applicable to Service Classification

March 19, 2014 2



38

38

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

56

56

57

58

59

60

PGL Ex. 1.0

(“S.C.") Nos.1and 2. The IIIinﬁis Commerce Commission (“Commission”)
approved Rider VBA as a permanent decoupling mechanism in Docket Nos. 11-
0280/11-0281 (cons.) (the “2011 Rate Order”). Under Section B of Rider VBA,
per therm adjustments are determined annually for the Fiscal Year that ended as
of the most recent December 31 (“Fiscal Year”) for each service classification
that is to be billed under the rider for the upcoming April through December
Effective Period.

Q. Please describe the provisions of Rider VBA relevant to this filing.

A There are two separate components that are determined for each service
classification as follows:

(1) The firsf component is the annual adjustment determined pursuant to
the rider to stabilize the distribution revenue requirement approved by the
Commission in the Company's most recent rate proceeding, /.e., Rate Case '
Revenue ("RCR”") for the Fiscal Year is compared to Actual Revenue (“AR") for
the Fiscal Year. The Percentage of Fixed Costs ("PFC”), which the Commission
authorized in the Company’s most recent rate proceeding, is then applied to this
difference. The resulting amount is then divided by the forecasted Therms
(“Factor T") for the Effective Period to determine the per therm adjustment
related to the annual adjustment for the Fiscal Year. |

(2) A Reconciliation Adjustment (“RA”) component is determined to
reconcile adjustments under the rider that were under-billed or over-billed to each
Service Classification in the Fiscal Year. Any Commission Ordered adjustment

from the pricr reconciliation (“Factor O”) is also added to this amount. Interest,

March 19, 2014 3
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as calculated by the interest rate established by the Commiésion under 83 IlI.
Adm. Code Sec. 280.70(e)(1) and in effect when the adjustment under this
section is calculated, is also applied to the RA and Factor O' total. The resulting
amount is then divided by Factor T for the Effective Period to deter'mine the per
therm adjustment for the RA and Factor O component. The adjustment
components are summed together for billing purposes. | |
Section C of Rider VBA requires Peoples Gas to file no later than March
20 of each year, an information sheet that specifies the anhual adjustments to be
effective under the rider, a report that shows the determination of the RA to be
applicable for the Upcoming Amortization Period, and a report that provides the
Company’s rate of return with and without the effect of Rider VBA. Section C of
Rider VBA also requires that Peoples Gas, at the time it files the required
information noted ahove, file a petition with the Commission seeking initiation of
an annual reconciliation to determine the accuracy of the statement.
Q. Please describe the annual period that is the subject of this filing.
A | The Fiscal Year for which adjustments are being determined, which is the
subject of my testimony, is the period January 1, 2013, through December 31,
2013.
Q. Were there any changes to Rider VBA of Peoples Gas' Schedule of Rates
that affect the adjustment and reconciliation period?
A Yes. In June 2013, the Commission issued a final order in Docket Nos.
12-0511/12-0512 (cons.) (the “2012 Rate Order”). In compliance with the order,

S.C. No. 1 was bifurcated into separate rates for Heating and Non-Heating

March 19, 2014 _ 4
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customers. Along with this change and also pursuant to Section F of Rider VBA,
Peoples Gas filed a Rider VBA Compliance Report with the new baselines for
each Service Classification (and for S.C. No. 1 Heating and Non-Heating
separately) for RCR and PFC on the Commission’s e-Docket system on June 21,
2013. The first baseline shown in this report, which is applicable to this Rider

VBA filing only, includes a proration of RCR and PFC based on the following:

“rates filed pursuant to the 2011 Rate Order in effect January 1, 2013 through

Juhe 26, 2013; a proratiqn of RCR and PFC for June 2013 since the rates from
the 2012 Raté Order became effective on June 27, 2013; and RCR and PFC
based on rates filed pursuant to the 2012 Rate Order in effect June 27, 201‘3
through December 31, 2013. The second baseline shown in the report reflects
an entire year at the rates approved in the 2012 Rate Order."

Q. Please describe PGL Ex. 1.1.

A. PGL Ex. 1.1 is a statement of the March 2014 Rider VBA filing and the
adjustments that will apply for each month of the nine-month Upcoming
Amortization Period beginning April 1, 2014 and ending December 31, 2014
(“Statement”).

Was the Statement prepared under your supervision and direction?
Yes, it_was.

What is the purpose of the Statement?

> P > 0O

The Statement shows the. Information Sheet and adjustments for the 2013

Fiscal Year component and the RA component for customers served under

' Refer to PGL Ex. 1.1, page 3 for the Compliance Report.

March 19, 2014 5
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Peoples Gas' S.C. Nos. 1 Heating and Non-Heating, and 2. It also shows the

derivation of the adjustments for each component and provides supporting data.

Q.
A

Q.

" Please describe the elements of the Statement.

The Statement includes thé following information:

Page 1 shows the Information Sheet that specifies the adjustments to be
effective April 1 through December 31, 2014 under the rider.

Page 2 shows the determination of the adjustments as defined in Section
B of Rider VBA to be applicable for the upcoming nine-month émortization
pericd beginning April 1, 2014.

Page 3 shows the Rider VBA Compliance Report, which shows the RCR
and PFC for the Fiscal Year. This data is used on page 2 in the
determinatioh of the 2013 adjustment. |

Page 4 shows the AR for the Fiscal Year. This data is used on page 2 in
the determination of the 2013 adjustment.

Please describe the data on page 2 which are used to derive the

adjustments for each service classification.

A

Page 2, columns A, B, and C, provides data applicable to S.C. Nos. 1

(Heating and Non-Heating) and 2, respectively. Column D provides totals for

information purposes. The data found in each line are as follows:

« Line 1 shows the annual RCR, which the Commission approved in the

2011 Rate Order, in effect from January 1 through June 26, 2013, and
from the 2012 Rate Order, in effect from June 27 through December 31,

2013. This is the RCR for 2013 as shown on PGL Ex. 1.1, page 3.

March 19, 2014 6
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Line 2 shows the annual AR which was recorded for Fiscal Year 2013.
Line 3 shows the PFC approved in the 2012 Rate Order.

Line 4 shows the adjustment amounts to be recovered from or refunded to
customers for Fiscal Year 2013 as provided for in Rider VBA which is the
difference between the RCR and the AR, adjusted by the PFC.

Line 5 shows Factor T, the estimated number of therms of gas to be

delivered to customers by Peoples Gas for the period April 1 through

December 31, 2014.

Line 6 shows the per therm adjustments to be recovered from or refunded |
to customers for the 2013 adjustment amounts.

Line 7 shows the amounts due Peoples Gas or customers for the Previous
Reconciliation Period.

Line 8 shows the sum of actual revenues arising from the application of
the Rider VBA adjustments from March 2013 through February 2014.
January and February of 2013 were included in last year's reconciliation.
January and February of 2014 are included in this year’'s reconciliation
because of timing issues that arise due to the nature of cycle billing and
bi-monthly billing. Please note that S.C. No. 1 is reconciled together as
the adjustment amounts were calculated based on a combined S.C. No.1
for the previous reconciliation period. |

Line 9 shows RA, the amounts due Peoples Gas or customers arising
from a reconciliation of the amounts to be recovered from or refunded to

customers for the 2012 adjustments.

March 19, 2014 7
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Line 10 shows no amounts for Factor O, as the Commission did not order
Peoples Gas to include any adjustment amounts per its Order in Docket
Nos. 13-0220/13-0221 (cons.). |

Line 11 shows the sum of the RA and Factor O amounts, before interest,
to be effective April 1, 2014.

Line 12 shows the interest rate that is applicable to the amounts on Line
11.

Line 13 shows the interest amount (if applicable) to be recovered ffom or
refunded to customers. |

Line 14 shows the sum of. the RA and Factor O amounts, including
interest, to be recovered from or refunded to customers.

Line 15 shows Factor T, the estimated number of therms of gas to be
delivered to customers by Peobles Gas for the period April 1 through |
December 31, 2014. These are the same as those shown on line 5
except that the estimated therms for Heating and Non-Heating customers
are summed together for S.C. No. 1.

Line 16 shows the per therm adjustments for the RA and Factor O
components to be recovered from or refunded to customers.

Line 17 shows the amounts to be recovered or refunded separately from
S.C. No. 1 Heating and Non-Heating customers as a resuli of the
application of the adjustment calculated on line 16 (not rounded) applied
to the therms shown on line 5, separately for Heating and Non-Heating

customers.

March 19, 2014 ' 8
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o Line 18 shows the sum of the 2013 adjustme'nt amount ahd the RA and
Factor O adjustments including interest to be refunded to customers.
s Line 19 shows the total adjustment amounts, in cents per therm, to be
refunded to customers.

Q. How much will ber refunded to or recovered from S.C. No. 1 Heating
customers over the nine-month period beginning April 1, 20147
A Over the nine-month period beginning April 1, 2014, $12,292,565.51 will
be refunded to S.C. No. 1 Heating customers for the 2013 annuat adjustment
componeht and $1,468,251.32 will be refunded to S.C. No. 1 Heating c:ustomers
for the RA and Factor O component resuiting in a total refund. adjustment amount
of $13,760,816.83 (page 2, lines 4, 17, and 18, collumn A, respectively).
Q. What is the total adjustment that will be effective for S.C. No. 1 Heating
customers beginning April 1, 20147
A. The total adjustment that will be effective for S.C. No_. 1 Heating customers
is a credit of 3.93 cents per therm (page 2, line 19, column A). |
Q. How much will be refunded to or recovered from S.C. No. 1 Non-Heating
customers over the nine-month period beginning April 1, 20147
A. Over the nine-month period beginning April 1, 2014, $172,685.32 will be
refunded to S.C. No. 1 Non-Heating customers fo_r the 2013 annual adjustment
component and $25,533.59 will be re_funded to S.C. No. 1 Non-Heating
customers for the RA and Factor O cbmponent resulting in a total refund
adjustment amount of $198,218.91 (page 2, lines 4, 17, and 18, column B,

respectively)

T

‘March 19, 2014 9
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Q. What is the total adjustment that will be effective for 5.C. No. 1 Non-
Heating customers beginning April 1, 2014?

A The total adjustment that will be effective for S.C. No. 1 Non-Heating
customers is a credit of 3.25 cents per therm (page 2, line 19, column B).

Q. How much will be refunded to or recovered from S.C. No. 2 customers
over the nine-month period beginning April 1, 20147

A. Over the nine-month period beginning April 1, 2014, $7,584,328.66 will be
refunded to S.C. No. 2 customers for the 2013 annual adjustment component
and $787,201.72 will be refunded to S.C. No. 2 customers for the RA and Factor
O component resulting in a total refund adjustment amount of $8,371,530.38
(bage 2, lines 4, 14, and 18, column C, respectively).

Q.  What is the total adjustment that will be effective for S.C. No. 2 beginning
April 1, 20147 |

A The totail adjustment that will be effective for S.C. No. 2 customers is a
credit of 2.32 cents per therm (page 2, line 19, column C).

Q. " Please describe how the adjustments will be reflected on customers’ bilis.
A. The adjustments were filed with the Commission on [hformation Sheet No.
52 and will be reflected as a single line item adjustment on customers’ bills
effective from April 1 through December 31, 2014.

Q. You stated that Rider VBA requires Peoples Gas to file a petition with the
Commission seeking initiation of an annual reconciliation to determine the
accuracy of the Statement and a report showing the Company’s rate of return

with and without the effect of Rider VBA. |Is Peoples Gas making these filings?

March 19, 2014 10
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A. Yes. This direct testimony is included as an attachment to the petition and

the rate of return report is also included as an attachment to the petition.

Q. Does this conclude your direct testimony?

A. Yes, it does.

March 19, 2014
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Page 1of 4

~ Rider VBA
Information Sheet No. 52
(Superseding Information Sheet No. 51)

The Peoples Gas Light and Coke Company
Volume Balancing Adjustment
Under Rider VBA
Schedule of Rates, ILL C.C. No. 28

Applicable to Service Classification Nos. 1 and 2

Effective With Service Rendered
April 1, 2014 through December 31, 2014

Service Classification No.

Line No., 1 Heating 1 Non-Heating 2
1Al ] @]

1 Adjustment for Fiscal Year 2013 (3.51) ¢ (2.83) ¢ (210} ¢

2 Reconciliation Adjustment {0.42) ¢ (0.42) ¢ {0.22) ¢

3 Total Adjustment per therm (3.93) ¢ (3.25) ¢ (2.32) ¢

Submitted By: Thomas G. Aridas
Director
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Filing Page 1 uf3
The Peoples Gas Light and Coke Company
Volume Balancing Adjustment
Under Rider VBA

Schedule of Rates, ILL C.C. No. 28

Determination of Adjustments to be Effective April 1, 2014 through December 31, 2014

Service Classification No.

1 Heating 1 Non-Heating 2 Total
[A] {81 '] L}

Fiscal Year 2013 component {A] + [B] + [C]
Rate Case Revenue (RCR} [ 121,922,721.46 $ 298884241 - § 77.568,313.80 $ 202,479,877.47
Actual Revenue (AR) 3 134,215,285.97 $  3,161.527.73 $ 85152,642.26 § 222,529,456.96
Percentage of Fixed Costs {PFC) 100% 100% 100%
2013 Adjustment Amount (RCR - AR) x PFC (line 1 - line 2) % line 3 3 {12,292,565.51) $ (172,685.32) $  (7,5B4,328.66) $ (20,049,579.48)
Factor T - estimated themms April through December 2014 350,283,740 6,061,600 360,798,724
2013 Adjustment per therm o be effective

April 1 - Desember 31, 2014 (line 4 / line 5) 3 (0.0351) $ (0.0283) 3 {0.0210)

RA and Factor O component 3C No. 1 Heating and Non-Heating $C No. 2 Total

Rider VBA Revenues to be billed from prior year fiing 3 9,995,239.20 3 4,972,04004 § 14,957,279.24
Actual Rider VBA Revenues billed in the Fiscal Year 3 11,489,024.11 $ 5,759,241.76 % 17,248,265.87
Amount fo be Recovered (Refunded) through RA . :

(line 7 - line B) 3 (1,493,784.91) 3 (787,201.72) $ (2,280,986.63)
FactorQ ® $ - 5 - $ -
Total RA + Facter O to be recovered

(Iine g+ iine 10} $ {1,493,784 .91} $ (7687,201.72) § (2,280,986.63)
Interest Rate © 0.00% 0.00%

Interest Amount {line 11 x line 12) k] - - 3 - § -
Total RA and C to be recovered including Interest (line 11 + line. 13) $ {1,493,784.81) $ (787,201.72) § (2,280,986.63)
Factor T - estimated therms April through December 2014 368,375,340 360,798,724

RA and Factor O Adjustment per therm (Line 14/Line 15) $ (0.0042) $ (0.0022)

For SC Ne. 1 only - RA and Factor O amount to be recovered allocated
between Heating and Non-Heafing customers
(line 5 x {line 14 / line 15}) $ (1,468,251.32) $ (25,532.59) nia (1,483,784.91)

Total

Total Adjustment amount {line 4 + line 17 for SC No. 1 Heating and

Non-Heating and line 4 + ine 14 for SC No. 2) 5 (13,760,816.83) 3 (198,218.91) $ (8,371,530.38) § (22,330,566.12)
Total Adjustment per Therm {line 6 + line 18) x 100 ™ (3.93) ¢ (3.25) ¢ (2.32) ¢

(1) See Page 2, Rider VBA Compliance Report, Determination of Rate Case Revenue and Percentage of Fixed Cosls.

(2) See Page 3, Determination of Actual Revenue (AR).

(3) Per 2012 Rider VBA Reconciliation Statement, PGL Ex. 1.1, page 2, fline 17, filed March 18, 2013 in Docket Nos. 13-0220/13-0221 {cons.}.
(4) Rider VBA revenues killed March 2013 through February 2014.

(8) Na Factor C adjustment was issued per the Order in Cocket Nos. 13-0220/13-0221 {cons.).

(8) Interest Rate established pursuant to order 13-0695 of the lllinois Commerce Commission entered December 18, 2013.

(7) SC No. 1 RA per therm from line 16, column A included Tn both SC No. 1 Heating and Nen-heating total adjustmant per therm.
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Rider VBA Compliance Report filed with the lllinois Commerce Commission
on June 21, 2013 in Docket Nos. 12-0511/12-0512 {(cons.)

The Peoples Gas Light and Coke Company

Volume Balancing Adjustment
Under Rider VBA
Schedule of Rates, ILL C.C. No. 28

Docket No. 12-0512 .
Determination of Rate Case Revenue (RCR) and Percentage of Fixed Cost (PFC)
Pursuant to Section G of Rider VBA

Service Service
Classifiqation No. Classification No. Service
iH 1N Classification No. 2
Rate Case Revenue {RCR} for 2013 " §  121,022,721.45 $ 2,988,842.41 $  77,568,313.60
Rate Case Revenue {RCR) for 2014 and after ™ $ 133,532,517.05 $ 4,261,040.74 $  79,176,880.77
Percentage of Fixed Cost (PFC) ¥ 100% 100% 100%

- {1) Reflects rates filed pursuant to the lllinois Commerce Commission's Order in Docket Nos. 11-0280/11-0281 {cons.) in effect January 1, 2013 through June
26, 2013, and rates filed pursuant to the lliinois Commerce Commission's Order in Docket Nos, 12-0511/12-0512 {cons.) in effect June 27, 2013 through
December 31, 2013.

(2) Reflects rates filed pursuant to the !linois Commerce Commission's Crder in Docket Nos, 12-0511/12-05812 (cons.) in effect for an entire calendar year.

(3} Percentage of Fixed Cost established per Order of the lllinois Commerce Commission entered June 18, 2013 in Docket Nas. 12-0511/12-0512 {cons.).



Determination of Actual Revenue (AR} for Fiscal Year 2013 "

January 2013
February
March
April

May

June

July
August
September
QOctober
November
December

Total 2013

The Peoples Gas Light and Coke Company

Volume Balancing Adjustment '
Under Rider VBA
Schedule of Rates, ILL C.C. No. 28

SC No. 1 Heating

5C No. 1 Non-Heating

SC No.2

$ 20,087,505.15
18,546,668.59
17,177,442.42
11,562,923.54
5,503,694.83
4,911,037.97
2,635,258.53
2,258,683.58
2,450,329.23
7,049,374.71
15,454,058,83
26,578,309.59

3 285,150.05
261,828.43
270,543.76
194,489.72
138,982.20
155,681.20
196,380.93
185,979.81
202,852 .59
305,722.05
390,630.31
573,286.58

13,111,355.95
12,089,381.19
11,156,600.56
7,509,670.24
3,861,696.54
3,052,659.23
2,169,620.94
2,082,559.31
2,334,412.88
4,578,924.33
9,034,045.17
14,071,715.92

$ 134,215286.97

L3 3,161,527.73

(1) Actual distribution revenues booked for the month.

85,152,642.26

PGLEx. 1.1
Page 4 qf 4

Filing Page 3 of 3
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Attachment B

The Peoples Gas Light and Coke Company
Fiscal 2013 Report on the Company's Rate of Return with and without the Effect of Rider VBA
Pursuant to Section C of Rider VBA

2013 RATE OF RETURN WITH RIDER VBA

Amount Weighted
{millions} % of total % cost Average
Equity $ 7373 50.6% (1) 8.76% 4.43%
Long Term Debt - $ 6276 - 431% (1) 4.50% 1.94%
Short Term Debt F 921 6.3% (1) 0.70% 0.04%
$ 1,457.0 100.00% 6.41% Rate of Return

2013 RATE OF RETURN WITHOUT RIDER VBA

Amount Weighted
(millions) % of total % cost Average
Equity § 7424 50.8% (1) 10.29% 5.23%
Long Term Debt § 6276 < 42.8% (1) 4.50% 1.93%
Short Term Debt § 921 6.3% (1} 0.70% 0.04%
$ 1,462.1 100.00% 7.20% Rate of Return

{1) Based on 13 month average ending balances



Attachment B

The Peoples Gas Light and Coke Company

WITH RIDER VBA WITHOUT RIDER VBA
(millions)
Total 13-month Average Utility Equity 3 737.3 % 742.4
Average Adjustments to Utility Equity:
Goodwill
Net Average Adjustments - -
Adjusted Average Utility Equity o $ 737.3 3 742 .4
Utility Net Income $ | 64.6 $ . 76.4
2013 Utility ROE _ 8.76% 10.29%
Net Income - _ 64.6
Rider VBA in Revenues, 480,481 and 489 accounts 17.0
Rider VBA in 495 accounts (37.1)
Pre-tax Total ' {20.1)
After Tax Total (11.8)

Revised Net Income 76.4
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Municipality Served by The Peoples Gas Light and Coke Company

City of Chicago



