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I. INTRODUCTION AND WITNESS QUALIFICATIONS 1 

Q. Please state your name. 2 

A. Bob O. Buckles. 3 

Q. By whom are you employed? 4 

A. Northern Illinois Gas Company d/b/a Nicor Gas Company (“Nicor Gas” or the 5 

“Company”), an AGL Resources Inc. company. 6 

Q. Please give a brief description of the operations and status of Nicor Gas. 7 

A. Nicor Gas is a corporation organized and existing under the laws of the State of Illinois, 8 

having its principal office at 1844 Ferry Road, Naperville, Illinois 60563.  It is engaged in 9 

the business of purchasing natural gas and distributing, selling and transporting natural 10 

gas to approximately 2.2 million customers in the northern third of Illinois.  Nicor Gas is 11 

a public utility within the meaning of the Public Utilities Act (the “Act”). 12 

Q. What position do you hold with Nicor Gas? 13 

A. I am the Manager, Rates. 14 

Q. How long have you been employed by Nicor Gas? 15 

A. Twenty three years. 16 

Q. Please summarize your educational background and your experience in the public 17 

utility business.  18 

A. I hold the degree of Bachelor of Science, majoring in Energy Resource Management 19 

from Eastern Illinois University.  I began my employment with Nicor Gas in 1989 as a 20 

Commercial and Industrial Sales representative.  Since that time I have held positions in 21 

Nicor Energy Management Services, Economics and Rates, Asset Planning and 22 

Development and Gas Supply Operations.  In 2003 I reassumed responsibilities in the 23 
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Rate Department as Coordinator of Rate Administration.  I assumed my present 24 

responsibilities in the Rate Department in 2007. 25 

Q. Would you please describe your present job responsibilities? 26 

A. Yes.  My present job responsibilities are focused primarily on preparing, coordinating, 27 

reviewing and conducting analytical activities related to rate and tariff administration,  28 

the filing of documents with the Illinois Commerce Commission (the “Commission”), 29 

and the reviewing of Company activities as they pertain to compliance with the 30 

Company’s tariff rates and Title 83 of the Illinois Administrative Code (the “Code”).  In 31 

addition, I have responsibility over various research and rate design requirements within 32 

the Rate Department. 33 

Q. Have you ever testified before the Illinois Commerce Commission? 34 

A. Yes.  I have filed prepared testimony for Nicor Gas in (i) the Company’s 2010 35 

reconciliation of Rider 26 – Uncollectible Expense Adjustment, and (ii) its previous PGA 36 

reconciliation dockets for the PGA reconciliation years beginning in 2003 through 2012. 37 

II. PURPOSE AND SCOPE 38 

Q. Are you familiar with the project proposed in the Petition filed by Nicor Gas in this 39 

docket? 40 

A. Yes.  Nicor Gas is seeking the approval of the Commission for a Certificate of Public 41 

Convenience and Necessity (“Certificate”) authorizing Nicor Gas to construct, operate 42 

and maintain approximately fifty (50) miles of new gas distribution main, consisting of 43 

steel and polyethylene (“PE”) piping of various pipe sizes ranging from 2” to 6” in 44 

diameter, and a new 5’ x 5’ vault to serve the existing Lake Carroll subdivision in Carroll 45 

County, Illinois.  46 

Q. What is the purpose of your direct testimony in this proceeding? 47 



 

Docket No. 13-XXXX 3 Nicor Gas Ex. 1.0 

A. The purpose of my direct testimony in this case is to support the Company’s Petition for a 48 

Certificate of Public Convenience and Necessity by providing information on:  (1) a 49 

general description of and historical development within the Lake Carroll residential lake 50 

home community; (2) the geographic description of the area for which the Company is 51 

seeking a formal Certificate; (3) Nicor Gas’ compliance with Section 8-406 of the Act, 52 

220 ILCS 5/8-406, and Part 500 of the Code; (4) the status of the Company’s notification 53 

of landowners, governmental agencies, and other utilities operating within or adjacent to 54 

the proposed area where the Certificate is being sought and gas distribution facilities are 55 

proposed to be installed; (5) communications and the relationship between the Company 56 

and the Lake Carroll Association (the “Association”) relating to the certification process 57 

and the timeline for installation of gas distribution facilities; (6) the economic feasibility 58 

of the proposed gas main extension to serve Lake Carroll; and (7) the mutual benefits to 59 

Nicor Gas and to the public for which approval of the requested Certificate shall serve. 60 

Q. Is any further purpose served by your testimony? 61 

A. No. 62 

Q. Was notice given to the public relative to the filing of the testimony and exhibits in 63 

this docket? 64 

A. Yes.  In accordance with the requirements of Part 255 of the Code, Nicor Gas has posted 65 

a printed “Public Notice” card with respect to this proceeding in the business offices of 66 

the Company.  A copy of the printed Public Notice card in support of the public posting 67 

will be presented, if requested, during this proceeding.  In addition, copies of Nicor Gas’ 68 

testimony and exhibits are on file and available for public inspection in each of the 69 

Company’s business offices open to the public. 70 
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III. DESCRIPTION AND DEVELOPMENT OF LAKE CARROLL 71 

Q. Please describe in general the location and layout of the Lake Carroll subdivision. 72 

A. The Lake Carroll development began in 1969.  It is located in Carroll County, Illinois, 73 

approximately twenty (20) miles southwest of Freeport, Illinois and west of Route 73, 74 

immediately south of and adjacent to the Stephenson County – Carroll County county 75 

line.  The residential lake home community resides on 5,000 acres and includes a 636 76 

acre lake, and consists of over 2,000 individual land parcels.  At the present time there 77 

are 952 developed residential properties.  In addition, there are ten (10) existing non-78 

residential buildings that serve a variety of purposes supporting the Lake Carroll 79 

subdivision, including, but not limited to, the association lodge, office building, 80 

clubhouse, pool and golf facilities, a small motel and general store, and maintenance 81 

structures.  Descriptively, the lake home community resembles a large residential 82 

subdivision with lots varying in size ranging from one-quarter (1/4) acre to over one acre.  83 

Established paved roads wind throughout the subdivision and provide access to each 84 

individual land parcel.  A visual layout of the Lake Carroll subdivision is provided as 85 

Nicor Gas Exhibit 2.1C attached to the direct testimony of Company witness Daniel L. 86 

Fox.  87 

Q. Are any specifics available on the current and expected growth in residential and 88 

non-residential development within the Lake Carroll subdivision? 89 

A.  Yes.  As mentioned previously, since the establishment of the subdivision in 1969, a 90 

total of 952 parcels have been improved with residential homes.  Information provided by 91 

the Association to the Company identifies that between 2003 and 2012, two hundred 92 

sixteen (216) residential homes were constructed, more than twenty (20) percent of the 93 

existing buildout.  Based on a conservative rate for residential construction of ten (10) 94 
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new homes per year, Nicor Gas estimates that an additional fifty (50) new homes would 95 

be constructed within the next five (5) years.  The Company does not anticipate any new 96 

development of non-residential buildings within the subdivision.  However, the Company 97 

does assume a modest amount of customer growth outside the subdivision, but within the 98 

area for which certification is being sought, which may be non-residential in nature, such 99 

as small crop dryers or other rural businesses. 100 

Q. Please provide a detailed description of the geographic area for which Certification 101 

is being sought in this proceeding. 102 

A. By making this filing, the Company seeks certification of the following geographic area:  103 

all or part of Sections 5, 6, 7, 8, 17 and 18, Township 25 North, Range 06 East of the 4th 104 

Principal Meridian, Cherry Grove Township, and all or part of Sections 1, 2, 3, 10, 11, 105 

12, 13, 14 and 15, Township 25 North, Range 05 East of the 4th Principal Meridian, 106 

Freedom Township, all in Carroll County.  Nicor Gas Exhibit 1.1 consists of an aerial 107 

view of the geographic area and Nicor Gas Exhibit 1.2 contains a summary overview of 108 

the legal descriptions of the township sections generally described herein.  109 

Q. Please explain why the Company is seeking a Certificate for several township 110 

quarter-sections that border the east, west and south of the Lake Carroll 111 

subdivision. 112 

A. Nicor Gas is seeking certification for several quarter sections to the east, west and south, 113 

immediately adjacent the Lake Carroll subdivision, where Nicor Gas identifies the 114 

current existence of improved properties or the potential for property development along 115 

defined roadways where the need for additional gas distribution facilities would 116 

reasonably be required in the near future.  Receiving certification at this time would 117 
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potentially avoid additional certification proceedings involving only a modest expansion 118 

of the territory served, beyond the boundaries of the Lake Carroll subdivision, and 119 

provide for the more expedient and responsive service to potential new customers.  120 

IV. NOTIFICATIONS 121 

Q. Will notification of the Company’s request for a Certificate be given to property 122 

owners, other utilities, and other governmental agencies? 123 

A. Yes.  The Company will take each of the following steps with respect to notification.  As 124 

a preliminary matter, it is important to note that although the proposed construction of 125 

facilities involves nearly fifty (50) miles of new gas facilities, more than 99% of the 126 

facilities are within the Lake Carroll Association property.       127 

 The one (1) landowner along the north side of Payne Road and the six (6) 128 

landowners along the south side of Payne Road, where frontage easements along 129 

the road right-of-way are being sought, were individually contacted by 130 

representatives of the Company to begin the process of securing easements.  More 131 

specific information on the individual landowners along Payne Road is addressed 132 

in Mr. Fox’s testimony and attached to the Petition as Exhibit C.  In addition, 133 

those individual landowners will receive a letter from the Company giving notice 134 

of the Company’s request for a Certificate, the potential for future construction 135 

within or in the vicinity of their property, and providing project and related 136 

information as set forth in Section 300.30 of the Code, including Part 300 137 

Appendix A. 138 

 The Company also will provide notice of its request for a Certificate to the 139 

following:  (1) Jo-Carroll Energy, Inc. serving customers in Jo Daviess, Carroll 140 
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and Whiteside counties; (2) Commonwealth Edison Company and MidAmerican 141 

Energy Company; (3) Carroll and Stephenson counties in Illinois; (4) Cherry 142 

Grove-Shannon and Freedom Townships in Carroll County; (5) the Cherry 143 

Grove-Shannon Township Road Commissioner; and (6) the City of Lanark. 144 

 As discussed in greater detail in Mr. Fox’s testimony, the Company also has 145 

researched and is prepared to pursue and obtain, once certification is received as 146 

proposed or as otherwise modified or amended, as required any necessary permits 147 

related to the installation of its facilities. 148 

 The residents of Lake Carroll have likewise been notified of the Company’s intent 149 

to seek a Certificate through the resident’s involvement with their representative 150 

Association as evidenced by two (2) written pieces of correspondence the 151 

Company is in receipt of from the Lake Carroll Association dated July 24, 2012 152 

and April 2, 2013, which are Exhibits A and B, respectively, to the Company’s 153 

Petition.  In that correspondence, the Association’s president provides notification 154 

that the Association fully endorses and supports the extension of the Company’s 155 

gas mains within the community in order to provide natural gas service to all of 156 

Lake Carroll’s residents and commercial interests.  157 

Q. Is the Company providing any other documents necessary to provide notification of 158 

the Company’s request for a Certificate? 159 

A. Yes.  At this time the Company also is providing the Commission with the Company’s 160 

list of municipalities served, attached as Exhibit D to the accompanying filed Petition.  In 161 

addition to the municipalities identified in Exhibit D to the Petition, the Company also is 162 
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providing service to the municipalities of Grayslake, Rockton, Sammons Point, and 163 

Timberlane, Illinois. 164 

Q. Please explain why the Company is providing Exhibit D at this time in conjunction 165 

with the filing of the Petition. 166 

A. The Company and the Association have been in discussions for more than a year 167 

regarding the Company’s ability to provide for the current and future gas requirements of 168 

the subdivision, the economic feasibility of the Company installing facilities and 169 

providing service, the certification process with the Commission, and the approximate 170 

timeline to complete the project once certification is received.  Exhibit D is being 171 

provided in conjunction with the filing of the Petition in an effort to expedite the setting 172 

of the initial status hearing and the Commission’s notification requirements. 173 

Q. Has the Company estimated the approximate length of time it would take to install 174 

the proposed gas distribution facilities? 175 

A. Although covered in more detail in the testimony of Mr. Fox (Nicor Gas Exhibit 2.0), the 176 

Company estimates that, once started, the preponderance of the gas distribution facilities 177 

described herein (excluding individual meters, regulators and service extensions) would 178 

be completed within nine months.     179 

V. PROJECT ECONOMICS AND REGULTORY COMPLIANCE 180 

Q. Has the Company conducted a feasibility study to determine the economics of 181 

providing service to the Lake Carroll subdivision? 182 

A. Yes.  As part of the Company’s normal new business authorization process, and as 183 

prescribed in the Company’s Terms and Conditions – Extension of Distribution System 184 

(Ill.C.C. No. 16 – Gas; Sheet Nos. 40-43), the Company has estimated the cost of the 185 

Company’s investment in the minimum system requirements to serve the Lake Carroll 186 
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subdivision’s gas requirements, and has compared such minimum system investment, in 187 

2013 dollars, to the estimated revenues to be received annually over a twenty (20) year 188 

period.  Per the Company’s 3rd Revised Sheet No. 40, each customer expected to attach 189 

to the Company’s facilities within the first two (2) years is entitled to two hundred (200) 190 

feet of high pressure gas main at no charge. 191 

Q. Please explain the difference between the Company’s estimated minimum system 192 

investment to serve and the engineering recommended system investment.   193 

A. As discussed in the testimony of Mr. Fox (Nicor Gas Exhibit 2.0), the Company proposes 194 

to install gas facilities based on the recommendation of its Engineering department.  The 195 

engineering recommended system can be the same or in some cases slightly different 196 

facilities than the minimum system design to serve the expected load.  When necessary, 197 

the engineering recommended system typically provides larger diameter piping or other 198 

related facilities and provides for a reasonable amount of expected load growth in the 199 

near term.   200 

Q. Does the Company propose to install the engineering recommended system within 201 

the Lake Carroll subdivision? 202 

A. Yes.  Installing larger diameter facilities within the subdivision that are slightly larger 203 

than the minimum system to serve provides additional capacity for residential growth that 204 

reasonably is expected in the near future.  However, any investment the Company elects 205 

to make above the minimum system requirement is excluded from the feasibility study 206 

and not considered in the determination of any customer contribution or deposit amount. 207 

Q. Please explain the results of the Company’s economic feasibility study performed 208 

for the Lake Carroll project. 209 
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A. After deducting from the minimum system investment the total amount of gas main 210 

provided at no charge, based on the allowance of 200 feet of free main for each customer 211 

expected to attach to the system in the first two (2) years, the feasibility study computes a 212 

4.28% rate of return (“ROR”) at the end of twenty (20) years. 213 

Q. Does the 4.28% ROR meet or exceed the Company’s current allowed rate of return 214 

as ordered by the Commission in its last general rate proceeding? 215 

A. No.  The 4.28% ROR is less than the Company’s allowed rate of return of 8.09% as 216 

approved by the Commission’s Order on Rehearing in Docket No. 08-0363. 217 

Q. Will the project’s lower ROR of 4.28% require the Lake Carroll Association to 218 

make a refundable deposit to the project to make the project economically feasible? 219 

 A. Yes.  For the project to provide the Company with its approved ROR of 8.09%, and make 220 

the Company’s investment in the minimum system facility requirements economically 221 

feasible, the Lake Carroll Association will be required to make a refundable deposit.  The 222 

amount of the deposit required is $546,176.  As per the Company’s 3rd Revised Sheet 223 

No. 40, the deposit will be refundable over a period of one hundred twenty (120) months, 224 

or 10 years, as additional customers, beyond the numbers of customers estimated to 225 

connect to the Company’s facilities in the first two (2) years – 747 – connect to the 226 

Company’s facilities. 227 

Q. Is the Lake Carroll Association responsible for any other investment costs incurred 228 

by the Company associated with the installation of required facilities to provide 229 

service? 230 

A. Yes.  As per the Company’s Terms and Conditions, Sheet Nos. 42.1 – 43, the Association 231 

shall be required to reimburse the Company, when and if such costs occur, for the 232 
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Company’s investment in any necessary easements required and the costs associated 233 

with, but not limited to, the occurrence of unusual or unforeseen conditions (i.e., rock 234 

excavation or excessive boring).  In addition, on an individual customer basis, additional 235 

costs would be charged by the Company for any extension of service pipe to individual 236 

residences beyond the 60’ free allowance. 237 

Q. Could there be additional expense for each Customer to convert their appliances to 238 

use natural gas as a fuel source? 239 

A. Yes.  Although I have no specific experience on the cost of converting appliances from 240 

using LP to natural gas, it would be reasonable to assume the cost could be several 241 

hundred dollars per home.  However, due to the wide disparity in current fuel costs 242 

between LP and natural gas, as identified later in my testimony, the simple payback for a 243 

typical homeowner to convert their existing LP furnace, based on the reduction in fuel 244 

costs for just space heating alone, would likely be under one (1) year.   245 

Q. Please explain the Company’s position for compliance with Standards of Service for 246 

Gas Utilities – Extension of Distribution System in Urban Areas (83 Ill. Admin. 247 

Code § 500.310).         248 

A. As provided for in subpart (a)(1) of Section 500.310 of the Code, customers within the 249 

Lake Carroll subdivision represent premises that are located in a territory where the 250 

conditions of service reasonably approximate the conditions of service normally found in 251 

a recognized urban territory.  In further support of the subdivision as a recognized urban 252 

area, Nicor Gas Exhibit 1.1 illustrates (1) the minimal distance the Company needs to 253 

extend its facilities to reach the subdivision, and (2) once inside the Lake Carroll 254 

subdivision, the relatively short distances of gas main required to reach each adjoining 255 
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parcel.  The conditions for extending the Company’s distribution system within Lake 256 

Carroll are very representative of conditions where the Company is already providing 257 

service in areas that are similarly certificated and designated as urban territories. 258 

Q. Are there circumstances associated with service to Lake Carroll that reasonably 259 

prohibit any other public utility from economically providing gas service? 260 

A. Yes.  As further supported in the direct testimony of Mr. Fox, Nicor Gas is the only 261 

utility that currently has any gas distribution facilities within the proximity of Lake 262 

Carroll and with sufficient existing and available capacity that can be reasonably be 263 

tapped to provide for the current and future needs of Lake Carroll or otherwise within the 264 

proposed area where a Certificate is being requested.  Service from any other Illinois 265 

public utility would require significantly greater investment in facilities just to reach the 266 

Lake Carroll subdivision and would justifiably have less favorable economics and thus 267 

higher costs for customers. 268 

Q. Is the Company well positioned financially to undertake the necessary investment in 269 

the facilities to serve the Lake Carroll project? 270 

A. Yes.  The economic feasibility of serving customers in Lake Carroll is evidenced by the 271 

Company’s current Standard & Poor’s (S&P) “A” bond rating, a rating which is 272 

representative of the Company’s strong financial condition.  The Company’s anticipated 273 

investment in plant will not require any specific financing to support the additions to its 274 

distribution system, nor any increases in its current cost-based rate structure.  Rather, 275 

funds for the proposed expansion will be generated or obtained by the Company in its 276 

ordinary course of business and will impose no financial burden on the Company or its 277 

existing customers.  In addition, existing customers will experience a benefit from the 278 
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Company’s growth over time, as common costs will be spread over a larger customer 279 

base. 280 

Q. Is there any other evidence to consider with respect to the economics of the project?  281 

A. As mentioned previously, the Association will be required to make a monetary 282 

contribution to the project in the form of a $546,176 deposit.  The deposit serves to 283 

minimize the economic risk to the Company, and significantly reduces any adverse 284 

financial consequences from its proposed investment in facilities.     285 

VI. BENEFITS TO THE PUBLIC 286 

Q. Is it possible to estimate the savings in 2013 dollars ($) that can be expected from 287 

converting a furnace using LP to natural gas? 288 

A. Yes.  Again, I have no specific knowledge of real time LP pricing and households would 289 

reasonably have their own LP pricing provisions and LP usage characteristics.  However, 290 

by my estimates, LP fuel is approximately two and one-half times (2.5X) more expensive 291 

on a delivered energy equivalent basis than current natural gas prices.  For purposes of 292 

comparison, Nicor Gas’ typical residential customer uses approximately 1,088 therms 293 

annually, of which approximately 762 therms are for space heating.  On an energy 294 

equivalent basis (1 gal. LP = 0.9 therms), the same typical residence would use 295 

approximately 847 gallons of LP for space heating. Assuming an estimated LP delivered 296 

price of $1.50 gallon and a natural delivered gas price of $0.70 per therm, the cost 297 

differential (savings) in 2013 dollars, excluding taxes or other adjustments, computes to 298 

$738 annually. 299 

Q. Would additional savings be available to Lake Carroll’s residential customers by 300 

converting other existing appliances to natural gas? 301 
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A. Yes.  Although other appliances utilize less fuel by comparison, equipment such as LP 302 

water heaters could justifiably be replaced on the basis of savings alone with a simple 303 

payback under three (3) years. 304 

Q. Please describe any additional customer benefits associated with having natural gas 305 

service. 306 

A.  First, natural gas is clean and abundant, meaning it is relatively low and stable in price by 307 

comparison.  Second, natural gas is piped directly to its point of use, in a safe and 308 

efficient manner so natural gas eliminates the need for a customer to monitor their LP 309 

consumption or periodically contact their distributor to purchase additional LP supplies.  310 

Third, natural gas can be considered a safer fuel for use within the home as natural gas is 311 

lighter than air and small amounts readily disperse easily.  Conversely, LP, being heavier 312 

than air, will have a tendency to pool and seeks a lower elevation, which can lead to a 313 

denser accumulation of gas and a greater potential for a hazardous environment.  Lastly, 314 

and more in step with societal benefits, LP by comparison is less abundant than natural 315 

gas as evidenced by less wide-spread usage and by its price disparity. 316 

Q. Are there additional supporting arguments for the Commission to consider in 317 

granting the Company’s request for a Certificate? 318 

A. Yes.  As natural gas costs have remained low over the last five (5) years, Nicor Gas has 319 

seen an escalation of requests from customers within and outside the service territory for 320 

gas service or additional capacity to increase their gas utilization.  The Lake Carroll 321 

project proposed by Nicor Gas is justifiable and provides the societal benefit of bringing 322 

natural gas service into a large existing residential community that is requesting access to 323 

an abundant, reliable, safe and lower-cost form of energy.   324 
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VII. CONCLUSION 325 

Q. What is the Company requesting? 326 

A. The Company is requesting that the Commission, not later than August 1, 2013, enter an 327 

Order (i) approving the Company’s request for a Certificate of Public Convenience and 328 

Necessity under Section 8-406 of the Act for the geographic areas shown in Nicor Gas 329 

Exhibit 1.1 and as described in Nicor Gas Exhibit 1.2 attached hereto, (ii) recognizing the 330 

application of Section 500.310 of the Code in the Company’s proposed extension 331 

distribution facilities, (iii) granting the Company a variance from the requirements of  332 

Part 300 of the Code as further discussed in the Petition and Nicor Gas Exhibit 2.0, and 333 

(iv) authorizing the Company to construct, operate and maintain gas distribution facilities 334 

necessary and appropriate to serve the Lake Carroll subdivision, and to transact the 335 

business of furnishing natural gas service to the public in such area where certification is 336 

so approved. 337 

Q. Why is the Company requesting that the Commission expedite the setting of the 338 

initial status hearing in this proceeding and issue its Order in this proceeding no 339 

later than August 1, 2013? 340 

A. As evidenced by the written correspondence provided the Company with the Petition, the 341 

Association is requesting the Company begin construction of its facilities so that natural 342 

gas could be available for several of the large non-residential buildings for the 2013-14 343 

heating season.  The Association’s non-residential buildings use in excess of 60,000 344 

gallons of LP annually and the Association is making economic justification for the 345 

borrowing of funds from the avoided cost of LP.  The Commission’s setting of the initial 346 

status hearing on an expedited basis is in the public interest and promotes the public 347 

welfare in that it provides the Company an opportunity to more expediently begin 348 
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construction of the required facilities and subsequently provide safe, reliable and low cost 349 

natural gas service to the public.  350 

Q. Does this conclude your direct testimony? 351 

A. Yes. 352 


