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         ICC Cuts Peoples Gas, North Shore Gas Revenue Requests

                 Accelerated Gas Main Replacement Program Approved

The Illinois Commerce Commission today, after cutting approximately 44 percent from the Peoples Gas proposal for additional revenue and 39 percent from North Shore Gas’ request, voted to grant an increase in delivery rates for Peoples Gas Company and North Shore Gas Company.   

The Commission found that Peoples Gas, which serves approximately 840,000 residential, commercial and industrial customers in the city of Chicago, proved the need for $69.8 million in new revenue.  The company originally requested $113.2 million in additional annual revenue.  The Commission determined North Shore Gas could collect $13.8 million in additional revenue.  North Shore requested $18.1 million.

The largest reductions to the companies’ proposals were in the areas of incentive compensation, pension assets and operations and maintenance costs.  


The average residential customer in the Peoples Gas service area will pay approximately 5 percent more on their bills for natural gas.  A North Shore average residential customer is expected to see an increase of approximately 5 percent a year in their bills. The cost of delivery is approximately 35 percent of residential customer bills when natural gas is used to heat the home. The new rates will take effect January 28 and be reflected on customer bills in February.

The Commission approved a plan to recover the incremental cost of an accelerated gas main replacement program by Peoples Gas in Chicago through a special charge, Rider ICR. The Commission determined that routine operating and maintenance or legacy costs from main replacement should not be recovered in the rider, only the costs from the acceleration of the replacement program. 


Peoples Gas was directed to meet with ICC staff to determine the baseline for calculating the costs that can “properly be recovered” under the rider.  Costs for the accelerated main replacement program will be tracked through 2010 with recovery beginning in 2011.  Both commissioners Lula Ford and Erin O’Connell Diaz pointed out that the natural gas infrastructure of Chicago, like many other major cities in the country is aging and must be updated if it is to remain safe, efficient and reliable. 

“We have been assured that there is no immediate threat of danger, but by virtue of these pipes being 100 years old there is clearly a great need to upgrade the infrastructure,” Commissioner O’Connell-Diaz said. “ The Commission is satisfied that this main replacement program will be closely monitored and measured.  We have put in place safeguards so that every penny collected from customers will be accounted for and go towards a modernized system that offers significant benefits to customers.”


Commissioner O’Connell-Diaz further emphasized that ICC staff will track the project to ensure it is completed in a timely manner.  The costs for the accelerated main replacement program will be reconciled annually and the Commission called for an independent audit of the expenses associated with the program after five years.  The main replacement project is expected to be completed by 2030.  


The Commission adopted a return on equity for Peoples Gas of 10.23 percent, with an overall rate of return of 8.05 percent. The return on equity for North Shore was set at 10.33 percent and overall rate of return at 8.19 percent. 
     
The Commission vote on the Peoples Gas and North Shore Gas orders was 4 – 0 vote with the acting chairman voting present.  Acting ICC Chairman Manuel Flores, who joined the Commission only two days ago, said that while he had studied the record in the case, he did not think it appropriate to vote at this time.
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