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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

Northern Illinois Gas Company    : 
d/b/a Nicor Gas Company    : 
       : Docket No. 13-0500 
Petition under Section 5-104(e)     : 
of the Public Utilities Act for authority  : 
to revise depreciation rates applicable      : 
to depreciable gas plant.                           : 
 

DRAFT ORDER OF NICOR GAS COMPANY 

Northern Illinois Gas Company d/b/a Nicor Gas Company hereby submits its 
Draft Order for consideration.  Commission Staff has reviewed this Draft Order and has 
no objection to its entry. 

*   *   *   *   * 

By the Commission: 

I. PROCEDURAL HISTORY 

On August 30, 2013, Northern Illinois Gas Company d/b/a Nicor Gas Company 
(“Nicor Gas” or “Company” or “Petitioner”), pursuant to Section 5-104(e) of the Public 
Utilities Act (the “Act”), 220 ILCS 5/5-104(e), petitioned the Illinois Commerce 
Commission (“Commission”) to enter an Order authorizing Nicor Gas to place into effect 
revised depreciation rates applicable to gas plant in service to be effective August 30, 
2013 (the “Petition”).  Nicor Gas witnesses Angela M. Nagy, Vice President and 
Controller of Nicor Gas, and John J. Spanos, Senior Vice President of the Valuation and 
Rate Division of Gannett Fleming, Inc., (“Gannett Fleming”), presented testimony and 
exhibits to support the Company’s Petition.   

Commission Staff (“Staff”) presented the testimony of Mary Selvaggio, Manager 
of the Accounting Department of the Financial Analysis Division of the Commission.   

Pursuant to due notice as required by law and by the rules and regulations of the 
Commission, an evidentiary hearing was held in this matter on September 24, 2013 
before a duly authorized Administrative Law Judge at the Commission’s offices in 
Chicago, Illinois.  Nicor Gas and Staff appeared through legal counsel.  The written 
testimony and exhibits of Nicor Gas and Staff were admitted into the record and the 
record was marked “Heard and Taken.” 

There were no contested issues at the completion of the September 24, 2013 
hearing and the parties agreed to file a Draft Order.  On October 1, 2013, Nicor Gas 
filed a Draft Order that had been previously reviewed by Staff, and to which Staff did not 
object.   
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II. STATUTORY AUTHORITY 

Nicor Gas filed its petition pursuant to Section 5-104(e) of the Act.  Section 5-
104(e) states: 

A gas public utility serving more than 1,600,000 customers 
as of January 1, 2013 may from time to time alter the annual 
rates of depreciation, which for purposes of this subsection 
(e) shall include amortization, that the gas public utility 
applies to its several classes of assets so long as the rates 
are consistent with generally accepted accounting principles. 
The gas public utility shall file testimony with the 
Commission setting forth the new rates of depreciation that 
shall include:  

(i) a summary of the causes for the change in 
depreciation rates;  

(ii) a certification by an independent certified 
public accountant that the new rates of 
depreciation are consistent with generally 
accepted accounting principles;  

(iii) the depreciation study; and  
(iv) the expected impact on depreciation expense 

from the new depreciation rates.  
 
The gas public utility shall also simultaneously submit to the 
Commission all work papers that support the filed 
depreciation study.  No later than 120 days after the filing by 
the gas public utility under this subsection (e), the 
Commission shall ascertain and determine and, by order, fix 
the proper and adequate rate of depreciation of the several 
classes of property for the gas public utility. The gas public 
utility shall conform its depreciation accounts to the rates so 
ascertained, determined, and fixed.  Rates of depreciation 
established by the Commission pursuant to this subsection 
(e) shall become effective upon the date of the gas public 
utility’s filing. 

220 ILCS 5/5-104(e). 

III. NICOR GAS’ POSITION 

A. Nature and Purpose of Petition  

Nicor Gas seeks authority to place into effect revised depreciation rates 
applicable to gas plant in service to be effective August 30, 2013.  Along with its 
Petition, Nicor Gas filed the direct testimony of Ms. Nagy, identified as Nicor Gas 
Exhibit 1.0, which included Nicor Gas Exhibit 1.1, Nicor Gas’ management’s assertion, 
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and Nicor Gas Exhibit 1.2, a certification from an independent certified public 
accounting firm.  Nicor Gas also filed the direct testimony of Mr. Spanos, identified as 
Nicor Gas Exhibit 2.0, which included both Nicor Gas Exhibit 2.1, Mr. Spanos’ 
curriculum vitae, and Nicor Gas Exhibit 2.2, a report entitled “Depreciation Study 
Related to Gas Plant as of December 31, 2012” (the “Depreciation Study”). 

B. Nicor Gas’ Testimony 

Nicor Gas witness Nagy testified that it is her understanding that the provisions of 
Section 5-104(e) apply to Nicor Gas.  Additionally, Ms. Nagy testified that, per the 
requirement of Section 5-104(e) (ii), Nicor Gas obtained certification by an independent 
certified public accountant, PricewaterhouseCoopers LLP, which performed an 
examination of Nicor Gas’ management’s assertion (the “Assertion”) that the 
depreciation rates to be applied to the Company’s assets, as set forth in the 
Depreciation Study, are consistent with generally accepted accounting principles.  
Nicor Gas Exhibit 1.1 to Ms. Nagy’s testimony is a copy the Assertion and Nicor Gas 
Exhibit 1.2 is a copy of PricewaterhouseCoopers LLP’s certification.  Ms. Nagy further 
testified to her understanding that if the Commission enters an Order approving the 
proposed depreciation rates, the rates will have an effective date of August 30, 2013. 

Nicor Gas witness Spanos testified that he has been employed by Gannett 
Fleming since 1986 and has extensive experience in the field of depreciation, including 
conducting depreciation studies for several utilities throughout the United States.  Nicor 
Gas engaged Gannett Fleming to perform the Depreciation Study.  As reflected in 
Nicor Gas Exhibit 2.1, Mr. Spanos is a Certified Depreciation Professional, a member 
of relevant professional societies, and has previously testified before many regulatory 
agencies.   

Mr. Spanos described the methodologies and findings of the Depreciation Study, 
summarized the causes for the change in depreciation rates, and provided the 
expected impact on depreciation expense resulting from the new depreciation rates.  
Nicor Gas Exhibit 2.2 to Mr. Spanos’ testimony is the Depreciation Study that includes 
all supporting data.  In addition, Mr. Spanos testified that the Depreciation Study results 
in a proposed composite rate of 3.07%.   

Mr. Spanos testified that he performed the Depreciation Study using the straight 
line remaining life method of depreciation, with the average service life procedure.  Mr. 
Spanos explained that the annual depreciation is based on a method of depreciation 
accounting that seeks to distribute the unrecovered cost of fixed capital assets over the 
estimated remaining useful life of each unit, or group of assets, in a systematic and 
rational manner.  Mr. Spanos testified that he used the straight line remaining life 
method of amortization for General Plant Accounts: 391.1, Office Furniture; 391.2, 
Computer Hardware; 394.0, Tools, Shop and Garage Equipment; and 397.0, 
Communication Equipment.  Additionally, Mr. Spanos explained that the annual 
amortization is based on amortization accounting that distributes the unrecovered cost 
of fixed capital assets over the remaining amortization period selected for each account 
and vintage.   
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Mr. Spanos also testified that he determined the recommended annual 
depreciation accrual rates in two phases.  In the first phase, he estimated the service 
life and net salvage characteristics for each depreciable group, that is, each plant 
account or subaccount identified as having similar characteristics.  In the second 
phase, he calculated the composite remaining lives and annual depreciation accrual 
rates based on the service life and net salvage estimates determined in the first phase.   

IV. STAFF’S POSITION  

Staff witness Selvaggio testified that Nicor Gas’ filing to revise its gas 
depreciation rates complied with Section 5-104(e) of the Act.  Ms. Selvaggio 
recommended that the Commission enter an Order approving the Company’s revised 
depreciation rates, effective August 30, 2013, as set forth on Attachment A to her 
testimony, column (8), which is pages 41 through 44 of Nicor Gas Exhibit 2.2.  Ms. 
Selvaggio also recommended that the Order entered by the Commission include the 
summary of the differences between Nicor Gas’ depreciation rates for the functional 
plant categories as set forth on page 3 of Nicor Gas Exhibit 2.0. 

V. COMMISSION ANALYSIS AND CONCLUSION 

Nicor Gas has presented substantial and compelling evidence to support its 
request pursuant to Section 5-104(e) of the Act.  In particular, Nicor Gas has 
demonstrated that its revised depreciation rates applicable to gas plant in service are 
appropriate and consistent with generally accepted accounting principles.   

The Commission concludes that Staff appropriately reviewed Nicor Gas’ Petition 
and supporting evidence, including the Depreciation Study.  The Commission notes that 
Staff’s review included consideration of the following summary of the differences 
between the Company’s depreciation rates in effect prior to and after August 30, 2013, 
for the functional plant categories: 

Function                                   Old Depr. Rate          Revised Depr. Rate 

Misc. Intangible Plant                       18.29%                                 6.32% 
Underground Storage Plant               2.89%                                 2.86% 
Distribution Plant                                4.03%                                 2.79% 
General Plant                                     7.42%                                 5.90% 

Composite Depreciation Rate            4.10%                                 3.07%                        

The Commission concurs with Staff and finds that Nicor Gas’ depreciation rates 
included in Nicor Gas Exhibit 2.2 as excerpted in Appendix A to this Order are 
appropriate and Nicor Gas should revise its depreciation rates accordingly.   
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VI. FINDINGS AND ORDERING PARAGRAPHS  

The Commission, having reviewed the entire record herein and being fully 
advised in the premises, is of the opinion and finds that: 

(1) Northern Illinois Gas Company d/b/a Nicor Gas Company is an Illinois 
corporation engaged in the distribution of natural gas to the public in the 
State of Illinois and, as such, is a “public utility” as defined in Section 3-
105 of the Public Utilities Act; 

(2) the Commission has jurisdiction over Petitioner and the subject matter of 
this proceeding; 

(3) the recitals of fact and conclusions reached in the prefatory portion of this 
Order are supported by the evidence in the record and are hereby 
adopted as findings of fact;  

(4) the evidence shows that the depreciation rates included in Nicor Gas 
Exhibit 2.2 as excerpted in Appendix A hereto are appropriate and, 
pursuant to Section 5-104 of the Act, Petitioner should revise its 
depreciation rates accordingly; 

(5) all motions, petitions, objections or other matters in this proceeding that 
remain undisposed of should be disposed of consistent with the 
conclusion herein.   

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that, 
pursuant to Section 5-104 of the Act, the revised depreciation rates set forth in Nicor 
Gas Exhibit 2.2 as excerpted in Appendix A hereto applicable to gas plant in service be, 
and are hereby, approved.   

IT IS FURTHER ORDERED that Petitioner should place into effect revised 
depreciation rates as of August 30, 2013. 

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Illinois Administrative Code 200.880, this Order is final; it 
is not subject to the Administrative Review Law. 

By Order of the Commission this __ day of __________, 2013. 

(SIGNED) DOUGLAS P. SCOTT 

Chairman 

*   *   *   *   * 
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WHEREFORE, Northern Illinois Gas Company d/b/a Nicor Gas Company 
respectfully requests that its Draft Order as submitted herein be adopted and that the 
Commission grant any and all other appropriate relief. 

Dated: October 1, 2013 
  
       Respectfully submitted, 
         
       NORTHERN ILLINOIS GAS COMPANY 
       d/b/a NICOR GAS COMPANY 
 
       By: /s/ Anne W. Mitchell    
        One of its Attorneys 
 
John E. Rooney 
Anne W. Mitchell 
Rooney Rippie & Ratnaswamy LLP 
350 West Hubbard Street, Suite 600 
Chicago, Illinois 60654 
(312) 447-2800 
john.rooney@r3law.com 
anne.mitchell@r3law.com 
 



 

CERTIFICATE OF SERVICE 
   

I, Anne W. Mitchell, certify that I caused a copy of the foregoing to be served 

upon the service list in Docket No. 13-0500 via email on October 1, 2013. 

 

/s/ Anne W. Mitchell   
Anne W. Mitchell 
Rooney Rippie & Ratnaswamy LLP 
350 West Hubbard Street, Suite 600 
Chicago, Illinois 60654  
(312) 447-2800 
anne.mitchell@r3law.com 
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