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I. Witness Introduction 1 

Q. Please state your name and business address. 2 

A. Thomas M. Moretti, 1844 Ferry Road, Naperville, Illinois 60563. 3 

Q. By whom are you employed? 4 

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

Q. What position do you hold with Nicor Gas? 6 

A. I am Coordinator Rate Administration, Economics and Rates. 7 

Q. Please summarize your educational background and your experience in the public 8 

utility business. 9 

A. I hold the degree of Bachelor of Arts, majoring in Political Science from Lewis 10 

University.  I also have a Master’s degree in Business Administration from Benedictine 11 

University.  I have been employed by Nicor Gas since 1979.  From 1979 until 1998, I 12 

held positions in Auditing, Accounting, Customer Service, Human Resources and Credit.  13 

I assumed my present responsibilities in February, 1998. 14 

Q. Would you please describe your present job responsibilities? 15 

A. Yes.  My present job responsibilities are primarily preparing and filing documents with 16 

the Illinois Commerce Commission (the “Commission”), handling Commission 17 

consumer inquiries, and reviewing Company activities as they pertain to compliance with 18 

Company tariffs and the Illinois Administrative Code. 19 

II. Summary of Testimony 20 

Q. What is the purpose of your testimony in this proceeding? 21 
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A. The primary purpose of my testimony is to explain Nicor Gas’s annual reconciliation of 22 

the revenues the Company has recovered under Rider 6, Gas Supply Cost (“GSC”), 23 

which are designed to recover the Company’s costs associated with purchasing gas for its 24 

end user customers (“Cost of Gas Distributed”), to the extent that such costs are 25 

recoverable, with the Company’s actual Cost of Gas Distributed for the 12 month period 26 

ending December 31, 2002. 27 

Q. Was notice given to the public relative to the filing of testimony for this purpose? 28 

A. Yes.  Pursuant to the requirements set forth in the Commission’s Order, and in 29 

accordance with the requirements of 83 Illinois Administrative Code Part 255, we have 30 

posted a printed “Public Notice” card with respect to this case in the business offices of 31 

the Company, and a similar public notice was published in newspapers of general 32 

circulation in Nicor Gas’s service territory.  A copy of the printed card and affidavits of 33 

publication will be presented during the hearings in this proceeding.  In addition, copies 34 

of Nicor Gas’s testimony and exhibits are on file and available for public inspection in 35 

each of the Company’s business offices. 36 

Q. Does your testimony serve any other purpose? 37 

A. Yes.  As explained in the testimony of Nicor Gas witness Rocco D’Alessandro, the 38 

Company’s Rider 4, Gas Cost Performance Program (“GCPP”) compares the Company’s 39 

annual Cost of Gas Distributed, as reflected in its Rider 6, GSC with an annual cost 40 

benchmark that is market sensitive.  To the extent that the Company’s actual Cost of Gas 41 

Distributed is less or more than the benchmark, the difference is shared 50/50 between 42 

Nicor Gas and its customers.  The Company’s Rider 4, GCPP reflects a savings of 43 

$53,751,740 for the 12 month period ending December 31, 2002.  My testimony explains 44 



Docket Nos.  01-0705, 02-0067, 02-0725 3 Nicor Ex. 5.0 

how this savings, if approved by the Commission in this proceeding, will flow through 45 

Rider 6 as part of the Company’s annual reconciliation. 46 

Q. Is any further purpose served by your testimony? 47 

A. Yes.  As Nicor Gas witness Mr. D’Alessandro also explains, the Company made specific 48 

accounting adjustments to its books for calendar years 1999, 2000 and 2001 to correct 49 

certain errors that were made related to both Rider 6, Gas Supply Costs and Rider 4, 50 

GCPP.  My testimony also will explain how these adjustments will be included as part of 51 

the Company’s Rider 6 annual reconciliation. 52 

III. Description of Applicable Tariffs 53 

A. Rider 6, Gas Supply Cost 54 

Q. Please generally describe Nicor Gas’s Rider 6, GSC. 55 

A. Rider 6 prescribes the method for computing Nicor Gas’s end user charges, or rates, for 56 

the recovery of the Company’s Cost of Gas Distributed (“GSC charges”).  In particular, 57 

the GSC charges developed under Rider 6 are designed to recover the costs the Company 58 

incurs for the quantities of gas the Company  purchases, transports, stores and sells for 59 

purposes of serving its end user customers.  The purpose and intent of Rider 6 is to 60 

promptly pass along to customers, through the GSC charges developed under the Rider, 61 

Nicor Gas’s net gas supply costs, without markup or profit. 62 

Q. Does Rider 6 comply with the 83 Ill. Adm. Code Section 525 Purchased Gas 63 

Adjustment Clause requirements? 64 



Docket Nos.  01-0705, 02-0067, 02-0725 4 Nicor Ex. 5.0 

A. Yes.  The Commission approved the Company’s Rider 6 as compliant with the 65 

Commission’s Purchased Gas Adjustment Clause requirements on October 3, 1995 in 66 

Docket No. 94-0403. 67 

Q. Please describe in more detail the gas costs that are recoverable through Rider 6. 68 

A. The costs incurred by the Company and recovered through Rider 6 are:  (1) gas costs 69 

based on volumes of gas purchased from suppliers, generally referred to as Commodity 70 

Gas Costs (“CGC”); and (2) gas costs other than those defined as commodity related, 71 

generally referred to as Non-Commodity Gas Costs (“NCGC”).  NCGC include costs 72 

incurred from demand charges as well as charges for transportation and storage. 73 

Q. Please describe the charges used to recover Nicor Gas’s costs through Rider 6. 74 

A. Attached to my testimony as Attachment TMM-1 is a list of the Rider 6 charges along 75 

with corresponding descriptions of what type of costs each charge recovers and the 76 

customer classes on which each charge is assessed.  As seen in Attachment TMM-1, four 77 

gas cost charges are employed primarily under Rider 6:  the Commodity Gas Cost charge 78 

(“CGC charge”), the Non-Commodity Gas Cost charge (“NCGC charge), the Demand 79 

Gas Cost charge (“DGC charge”) and the Gas Cost charge (“GC charge”). 80 

Q. Please describe the CGC charge. 81 

A. The CGC charge reflects Nicor Gas’s incurred commodity costs.  It is applied to all 82 

therms of Company-supplied gas. 83 

Q. Please describe the NCGC charge. 84 

A. The NCGC charge recovers all of the Company’s non-commodity costs except those 85 

recovered through the DGC charge. 86 



Docket Nos.  01-0705, 02-0067, 02-0725 5 Nicor Ex. 5.0 

Q. What does the DGC charge recover? 87 

A. The DGC charge is applicable as a backup charge to customers on Nicor Gas’s system 88 

that have elected to transport their own gas supplies, but wish to maintain the availability 89 

of Company-supplied gas.  It is also applied to customers receiving sales service under 90 

either Rate 6 or Rate 7. 91 

Q. Please describe the GC charge. 92 

A. The GC charge is the sum of the CGC charge and the NCGC charge.  It is applied to most 93 

sales service rates other than Rates 6 and 7. 94 

Q. Is there anything further you would like to explain with regard to how these charges 95 

are applied? 96 

A. Yes.  While I described generally how each charge is assessed, specific application of 97 

these charges varies depending on a customer’s rate and elected level of backup service.  98 

The charges may also apply at the calculated level, such as the CGC and the NCGC, or at 99 

a percentage of the calculated level, such as the DGC.  In addition, charges may apply to 100 

gas supplied by Nicor Gas, customer-owned use, total throughput, or a percentage of the 101 

customer Maximum Daily Contract Quantity.  In addition, since August 15, 1997, 102 

authorized, requested authorized, and unauthorized therms sold to transportation 103 

customers are priced at the higher of Nicor Gas’s currently effective GC charge or the 104 

Market Price, which is defined in the Company’s Terms and Conditions as the index 105 

price for deliveries to the Chicago City Gate as published in Gas Daily. 106 

Q. Are there any other charges employed under Rider 6 besides these four primary 107 

charges you have discussed? 108 
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A. Yes.  There is a fifth charge called the Aggregator Balance Service Charge (“ABSC 109 

charge”) which is a non-commodity related charge applied to customers participating in 110 

Nicor Gas’s Customer Select Pilot Program. 111 

Q. Could you explain the ABSC charge in more detail? 112 

A. Yes.  In 1998, pursuant to Rider 15, the Company began a customer choice pilot program 113 

called Customer Select.  Under the provisions of the pilot program, customers are able to 114 

choose gas suppliers other than Nicor Gas.  The program allows participating suppliers to 115 

aggregate deliveries made on behalf of participating customers, in compliance with 116 

Rider 16, Supplier Aggregation Service.  The ABSC charge is a non-commodity related 117 

charge applied on a per therm basis to all deliveries made by the Company to the 118 

facilities of customers participating in the pilot program.  Under Rider 16, suppliers are 119 

responsible for providing 32% of the group’s maximum daily usage. The ABSC charge, 120 

which is billed to the suppliers, represents the recovery of non-commodity costs for the 121 

remaining portion of the group’s maximum daily use provided by the Company. 122 

Q. Are the ABSC costs recovered exclusively through Rider 6? 123 

A. Yes.  Nicor Gas recovers these costs from the supplier aggregators under the terms of 124 

Rider 6.  The ABSC charge is applied to deliveries to customers participating in the 125 

Customer Select program and billed to the supplier aggregators.  Revenue arising from 126 

application of the ABSC charge is credited to the Company’s non-commodity related gas 127 

costs, thereby reducing the NCGC charge. 128 

Q. What procedure does the Company follow to update its Rider 6 charges? 129 
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A. In accordance with the provisions of Rider 6, relating to changes in the adjustment, each 130 

month when the GSC charges are revised, Nicor Gas submits to the Commission for 131 

verification a sheet supplemental to the Company’s rate schedule, specifying the revised 132 

amount of the adjustment, along with a statement of details and data showing Nicor Gas’s 133 

calculations.  The filings are mailed on or before the twentieth day of the month prior to 134 

the effective month in which the new Rider 6 charges affect billing to the Company’s 135 

customers. 136 

Q. Has Nicor Gas filed those type of monthly purchased gas adjustment calculations 137 

for 2002 with the Commission? 138 

A. Yes. 139 

Q. How are changes in Nicor Gas’s Rider 6 charges applied in billing the Company’s 140 

customers? 141 

A. Changes in Rider 6 charges become effective on the first day of a calendar month.  142 

However, as a practical matter, Nicor Gas bills all customers on the basis of reading day 143 

cycles that cover various monthly time periods.  Therefore, the Company prorates the 144 

effective amounts of the Rider 6 adjustment according to the number of days each charge 145 

is in effect during each customer’s billing period.  The prorated level of Rider 6 charges 146 

is shown on the customer’s bill. 147 

Q. Please describe Nicor Gas’s proration procedure. 148 

A. For each customer, the meter reading date is the controlling factor.  If, for example, a 149 

customer’s meter is read on January 15th, and had previously been read on December 16, 150 

Nicor Gas assumes that 14/30 of the usage was subject to the GSC charges effective in 151 
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January and 16/30 subject to the charges during December.  This system of prorating 152 

charges has been used by the Company for many years and is embodied in the revenue 153 

calculations reflected in the Attachments to this testimony. 154 

Q. Are Nicor Gas’s Rider 6 charges updated through any other process? 155 

A. Yes.  Rider 6 provides for an annual reconciliation, which is the purpose of Docket 156 

No. 02-0725 in this consolidated proceeding. 157 

Q. What occurs during the annual reconciliation process? 158 

A. Generally speaking, as noted above, the revenue the Company recovered under its Rider 159 

6 charges are compared with the Company’s actual Cost of Gas Distributed for the 160 

preceding year.  If Nicor Gas’s Rider 6 charges recovered a different amount of revenue 161 

than the Company’s actual Cost of Gas Distributed, then the Rider 6 charges are set at a 162 

level such that the difference is either returned to or collected from customers, depending 163 

on whether there was an over- or under-recovery, over the course of the following year. 164 

Q. Is each cost category reconciled? 165 

A. Yes.  Pursuant to tariffs approved in Docket No. 95-0219 and filed in compliance with 166 

Docket No. 94-0403, revenues recovered under the CGC charge are reconciled with 167 

recoverable CGC; and revenues recovered under the DGC charge and NCGC charge are 168 

reconciled with recoverable NCGC. 169 

Q. Does proration of the Rider 6 charges complicate a reconciliation of recovered 170 

revenues with allowable recoverable gas costs? 171 
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A. No.  It is only the total amount of revenue recovered through each Rider 6 charge over 172 

the preceding year that is relevant for the purpose of performing the annual 173 

reconciliation. 174 

Q. Is the cost of gas used by the Company reflected in the amount to be recovered 175 

through the Company’s Rider 6 reconciliation? 176 

A. No.  Such costs are not recoverable under Rider 6. 177 

B. Rider 4, Gas Cost Performance Program 178 

Q. Please generally describe Nicor Gas’s Rider 4, GCPP. 179 

A. Rider 4 prescribes the method for measuring Nicor Gas’s actual Cost of Gas Distributed 180 

with a market-based benchmark (“Benchmark”), the components of which are also 181 

prescribed by Rider 4.  If Nicor Gas’s actual Cost of Gas Distributed is less than what the 182 

Company’s Cost of Gas Distributed would have been, as measured by the Benchmark, 183 

then Nicor Gas is said to have saved ratepayers an amount of money equal to the 184 

difference by lowering the Cost of Gas Distributed.  Rider 4 provides that the difference 185 

is shared 50/50 between Nicor Gas and end user customers. 186 

Q. What happens if Nicor Gas’s actual Cost of Gas Distributed is more than the 187 

Company’s Cost of Gas Distributed, as measured by the Benchmark? 188 

A. Under that scenario, Cost of Gas Distributed would be said to have increased; and Nicor 189 

Gas again shares the difference with end user customers on a 50/50 basis. 190 

Q. How does this fit in with the Company’s Rider 4? 191 

A. The Rider 4 Benchmark calculation is measured on an annual basis.  50% of whatever 192 

decrease or increase relative to the benchmark occurred over the preceding year is 193 
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included in the Company’s Rider 6 charges over the course of the following year.  194 

Accordingly, the level of decrease or increase determined through Rider 4 impacts the 195 

Company’s Rider 6 rate levels that are in the Company’s annual reconciliation under 196 

Rider 6. 197 

IV. The Company’s Filings 198 

A. Rider 4, GCPP 199 

Q. Did Nicor Gas make an annual Benchmark filing under Rider 4 for the year 2002? 200 

A. Yes.  The Company made the filing on March 20, 2003, and the filing is attached to my 201 

Direct Testimony as Attachment TMM-4. 202 

Q. What is contained within the filing? 203 

A. The filing consists of six pages containing the following items: 204 

• A transmittal letter to the Commission’s Chief Clerk, Ms. Elizabeth Rolando, 205 
from Nicor Gas; 206 

• A calculation of the division between CGC and NCGC for Nicor Gas’s share of 207 
the “savings” under the Benchmark calculation for the year 2002; 208 

• The Benchmark calculation for the year 2002 along with the division of the 209 
“savings” between Nicor Gas and end user customers; 210 

• The computation of the Storage Credit Adjustment portion of the Benchmark 211 
calculation; 212 

• An Independent Accountants Report issued by Deloitte and Touche; and 213 

• The Verification of Mr. George M. Behrens, who is Nicor Gas’s Vice President 214 
Administration and Treasurer. 215 

Q. Please describe further what is contained in the Benchmark calculation for 2002. 216 
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A. The Benchmark calculation consists of three main parts.  The first part, entitled 217 

Benchmark Gas Cost, represents what the Company’s Cost of Gas Distributed would 218 

have been as measured by the Benchmark.  As can be seen by the filing, the Benchmark 219 

Gas Cost is calculated to be $1,001,490,233. 220 

 The second part, entitled Actual Gas Cost, represents the Company’s actual Cost of Gas 221 

Distributed, which is calculated to be $947,738,493. 222 

 The third part, entitled Sharing Results, is itself divided into two parts.  The first 223 

calculates the increase or decrease, as the case may be, which is calculated as the 224 

difference between the Benchmark Gas Cost and the Actual Gas Cost.  For the year 2002, 225 

the difference equates to $53,751,740.  The second part of the Sharing Results calculates 226 

the 50/50 sharing of the identified difference between Nicor Gas and end user customers.  227 

For the year 2002, Nicor Gas and end user customers each receive $26,875,870. 228 

Q. Do you have any further comment on page two of the filing, which is the calculation 229 

of the division of Nicor Gas’s share of the savings between CGC and NCGC? 230 

A. Yes.  As discussed above, Rider 6 charges are separated into charges representing CGC 231 

and NCGC.  The Company’s division of the Rider 4 savings into these classifications 232 

enables the savings to be flowed through to the corresponding Rider 6 charges. 233 

Q. Was Nicor Gas’s Rider 4, GCPP filing for the year 2002 accepted? 234 

A. No, it was not.  As noted in the transmittal letter, the Company proposed to defer 235 

recovery of the savings reflected in the filing pending the Commission’s entry of an 236 

Order in this proceeding.  For that reason, the Company did not include an effective date 237 
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for the filing.  The Commission’s Clerk’s office was unable to accept the filing because 238 

of the lack of an effective date. 239 

Q. Is Nicor Gas requesting that the Commission approve the Company’s recovery of 240 

the savings in this proceeding? 241 

A. Yes.  Nicor Gas witness Mr. D’Alessandro addresses this request. 242 

B. Rider 6, GSC 243 

Q. Was an annual reconciliation statement for 2002 filed in accordance with Rider 6? 244 

A. Yes.  Nicor Gas’s annual statement for the year 2002 was filed on April 1, 2003, and is 245 

attached hereto as Attachment TMM-2 246 

Q. Please briefly describe the items contained within the filing. 247 

A. The filing consists of thirty three (33) pages, the first page of which is a transmittal letter.  248 

The next eight (8) pages, or through page 9, represent the Company’s annual 249 

reconciliation for 2002.  The remaining portions of the filing are amendments to the 250 

Company’s filings for the years 1999, 2000 and 2001. 251 

1. Reconciliation - Year 2002  252 

Q. Let’s start at the beginning.  What is contained within the portion of the Company’s 253 

filing that represents the reconciliation for the year 2002? 254 

A. As noted, the first page is the transmittal letter for the filing.  The second page is an 255 

Independent Accountants Report issued by Deloitte and Touche for the portion of the 256 

filing that represents the year 2002 reconciliation.  The third page is a summary 257 

calculation of the reconciliation for the year 2002 including the incorporation of the 258 
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amendments for the years 1999, 2000 and 2001 that are represented in the remainder of 259 

the filing (“Summary Reconciliation”).  The fourth page contains a detailed explanation 260 

of the bases for the summary calculation on page three.  The fifth and sixth pages are 261 

detailed reconciliations of the CGC and NCGC, respectively (“Reconciliation Balances”).  262 

The sixth and seventh pages summarize the information included in the Company’s 263 

monthly PGA filings for CGC and NCGC, respectively (“PGA Reconciliations”).  The 264 

ninth and final page is the Verification of Mr. Behrens. 265 

Q. Would you please explain the Summary Reconciliation in more detail? 266 

A. Yes.  This statement compares the total revenues recorded under the various charges of 267 

the Company’s Rider 6 provisions, with the appropriate category of recoverable Cost of 268 

Gas Distributed, to arrive at the balance to be refunded or recovered under the two 269 

individual reconciliation balances. In other words, it sets forth the overall reconciliation 270 

calculation, both based on a total of collected revenue as against total actual Cost of Gas 271 

Distributed as well as broken down to the CGC and NCGC levels. 272 

Q. Does the Summary Reconciliation represent that the Company’s Rider 6 charges 273 

over- or under-recovered the Company’s actual Cost of Gas Distributed for the year 274 

2002? 275 

A. The calculation represents an over-recovery.  In particular, the Company’s CGC charge 276 

over-recovered CGC by $99,248,255, and the NCGC charge over-recovered NCGC by 277 

$24,704,399.  This represents a total amount to be refunded to customers for the year 278 

2002 of $123,952,654. 279 
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Q. Does the Summary Reconciliation also account for the amendments the Company 280 

filed for the years 1999, 2000 and 2001? 281 

A. Yes, the summary also identifies and incorporates the adjustments for those years, both 282 

on a total basis as well as on individual CGC and NCGC bases.  The prior year 283 

adjustments, in total for each adjusted year, is a positive $13,751,764 for the year 1999 284 

and a negative $($36,017,779) and $(4,161,375) for the years 2000 and 2001, 285 

respectively.  The prior period amendments are also recognized in the other parts of the 286 

2002 filing. 287 

Q. What is the impact on the reconciliation calculation for the year 2002 when these 288 

prior year adjustments are included? 289 

A. With the prior year adjustments included, the total net balance to be refunded is 290 

$97,525,264.  Broken down, this equates to a commodity related balance to be refunded 291 

of $83,272,994, and a non-commodity related balance to be refunded of $14,252,270. 292 

Q. Would you please describe the Reconciliation Balance for the CGC in more detail? 293 

A. Yes.  This is a detailed reconciliation that reflects the monthly amounts of recoverable 294 

commodity-related gas costs and revenues which were recorded under the Company’s 295 

CGC pursuant to the Rider 6 provision as in effect for the 2002 reconciliation year. 296 

Q. Has the over-recovered commodity re lated Reconciliation Balance of $83,272,944 297 

been reflected in the  Company’s CGC charges? 298 

A. In part.  The Company has refunded $66,836,594.  The remainder is included in the 299 

Company’s proposed Factor O for 2002.  The over-recovered amount has been reflected 300 
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in the CGC charges effective for the months of January, February, March and April, 301 

2003. 302 

Q. Is the line item identified as “Commodity Related Over/Under Recovery” on the 303 

Reconciliation Balance for CGC the same as the line item identified as 304 

“Under/(Over) Recovery Balance at 12/31/02” on the PGA Reconciliation for CGC? 305 

A. Yes.  The difference between the Reconciliation Balance and the PGA Reconciliation is 306 

the requested Factor O brought forth from the prior year on the PGA Reconciliation.  The 307 

Reconciliation Balance does not include any adjustments for the prior year requested 308 

Factor O.  However, a difference of $5 is due to rounding. 309 

Q. What does the Factor O represent? 310 

A. Factor O represents the additional over or under-recovery for a reconciliation year 311 

ordered by the Commission to be refunded or collected including interest from the end of 312 

the reconciliation year to the order date in the reconciliation proceeding. 313 

Q. Please describe the Reconciliation Balance for NCGC in more detail. 314 

A. Like the Reconciliation Balance for CGC, this is a detailed reconciliation that reflects the 315 

monthly amounts of recoverable non-commodity related gas costs and revenues which 316 

were recorded under the Company’s NCGC and DGC pursuant to the Rider 6 provision 317 

as in effect for the 2002 reconciliation year. 318 

Q. Has the balance to be refunded of $14,252,270 been reflected in the Company’s 319 

DGC and NCGC charges? 320 

A. Again, in part.  The Company has refunded $10,023,453.  The remainder is included in 321 

the Company’s proposed Factor O for 2002. 322 
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Q. Is the line item identified as “Non-Commodity Related Over/Under Recovery” on 323 

the Reconciliation Balance for NCGC the same as the line item “Under/(Over) 324 

Recovery Balance at 12/31/02” on the PGA Reconciliation for NGCG? 325 

A. Yes.  The difference between the Reconciliation Balance and the PGA Reconciliation is 326 

again the requested Factor O brought forth from the prior year on the PGA 327 

Reconciliation.  However, a difference of $8 is due to rounding. 328 

(a) FERC Order No. 636 329 

Q. In the period covered by this reconciliation, were any FERC Order No. 636 330 

transition costs billed to Nicor Gas? 331 

A. Yes.  In 2002, total FERC Order No. 636 transition costs resulted in a credit to the 332 

Company of $54,047.  This amount was entirely non-commodity related credits 333 

distributed through the NCGC and DGC charges. 334 

Q. Were FERC Order No. 636 transition credits distributed exclusively through 335 

Rider 6? 336 

A. Yes.  Nicor Gas refunded these credits to both sales and transportation customers as 337 

directed by the Commission in Docket No. 93-0328. 338 

Q. What amount was refunded through the Transition Surcharge with respect to 339 

FERC Order No. 636 transition costs? 340 

A. There were no refunds distributed through the Transition Surcharge. 341 

(b) Explanations - Individual Line Items 342 

Q. Please explain the revenue item on the Reconciliation Balance for CGC entitled 343 

“Excess Storage Charges.” 344 
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A. Pursuant to tariffs approved in Docket No. 95-0219, Nicor Gas’s transportation service 345 

customers are allowed to store certain volumes of customer-owned gas in Nicor Gas’s 346 

storage facilities.  When a customer’s actual storage balance is in excess of the allowed 347 

storage balance, the excess storage balance volume is subject to an Excess Storage 348 

Charge of $.10 per therm.  All such Excess Storage Charge revenue billed to customers is 349 

refunded through the Commodity Related Reconciliation Balance, in compliance with the 350 

Commission’s Orders in Docket No. 95-0219. 351 

Q. Please explain the revenue item on the Reconciliation Balance for CGC entitled 352 

“Storage Services.” 353 

A. Pursuant to the Commission’s Order in Docket No. 95-0219, Nicor Gas includes revenue 354 

received from the sale of storage services to off-system customers as a credit to Rider 6, 355 

through the commodity-related Reconciliation Balance.  The item entitled “Storage 356 

Services” contains the revenue credits, equal to revenues billed for off-system storage 357 

services in 2002. 358 

Q. Please explain the revenue item shown on the Reconciliation Balance for CGC 359 

entitled “Rider 5 Revenues.” 360 

A. Rider 5, Storage Service Cost Recovery, was also approved by the Commission in 361 

Docket No. 95-0219.  Rider 5 ensures recovery of the Company’s storage related 362 

investments, following elections made by transportation customers.  The cost of storage 363 

investment not elected by transportation customers is recovered from sales customers 364 

through Rider 5, which is added to and included as part of the monthly CGC charge for 365 

billing purposes.  The adjustment reflected for Rider 5 eliminates this revenue from the 366 

Reconciliation Balance, since it is unrelated to gas costs incurred. 367 
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Q. Please explain the revenue item shown on Reconciliation Balance NCGC entitled 368 

“Aggregator Balance Service Charge.” 369 

A. In 1998, pursuant to Rider 15, the Company began a customer choice pilot program 370 

called Customer Select.  Under the provisions of the pilot program, customers are able to 371 

choose gas suppliers other than Nicor Gas.  The program allows participating suppliers to 372 

aggregate deliveries made on behalf of participating customers, in compliance with 373 

Rider 16, Supplier Aggregation Service.  The Aggregator Balance Service Charge 374 

(“ABSC”) is a non-commodity related charge applied on a per therm basis to all 375 

deliveries made by the Company to the facilities of customers participating in the pilot 376 

program.  Under Rider 16, suppliers are responsible for providing 28% of the group’s 377 

maximum daily usage.  The ABSC, which is billed to the suppliers, represents the 378 

recovery of non-commodity costs for the remaining portion of the group’s maximum 379 

daily use provided by the Company. 380 

Q. The Reconciliation Balances for both CGC and NCGC contain line items entitled 381 

“Amortization of Refunds” and “Amortization of Previous Years RB.”  What do 382 

these line items represent? 383 

A. Pursuant to the Commission’s Order in Docket No. 94-0403, 83 Ill. Adm. Code 525.50 384 

(b) allows the Company to amortize an Adjustment Factor (“Factor A”) over a period 385 

longer than the Base Period, as defined in 83 Ill. Adm. Code 525.20, but not to exceed 386 

12  months.  These line items represent the amortization of pipeline and storage refunds, 387 

and of prior over or under collected gas costs.  Prior to the Commission’s Order, 388 

amortization expense was reflected outside the calculation of the Reconciliation Balance. 389 
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Q. Please explain the revenue item titled “Interest on Refunds,” as shown on the 390 

Reconciliation Balance for CGC. 391 

A. Interest is calculated on the unamortized balances related to the amortization expenses 392 

described above.  Per 83 Ill. Adm. Code 525.50 (b), the Company computes the 393 

associated carrying charge on unamortized refunds and over/under collections, in effect at 394 

the time the amortization is initiated, based on the rate established under 83 Ill. Adm. 395 

Code 280.70 (e) (1).  Interest is included, through Factor A, with the CGC, NCGC and 396 

DGC charges, as applicable. 397 

2. Amendments - Years 1999, 2000 and 2001  398 

Q. Please explain what is contained within the Company’s amendments to its Rider 6 399 

filings for the years 1999, 2000 and 2001. 400 

A. The same type of documents that are contained within the Company’s 2002 Rider 6 filing 401 

are also provided for each of the amendments to the previous years’ filings.  In particular, 402 

each amendment contains an Independent Auditors Report by Deloitte and Touche, a 403 

Summary Reconciliation, Reconciliation Balances, PGA Reconciliations and a 404 

Verification. 405 

Q. How are the adjustments identified in the amendments? 406 

A. The adjustment for any particular line item is separately identified, so that the amount in 407 

the original filing, the adjustment and the restated amount can each be independently 408 

recognized. 409 

Q. Are prior period amendments recognized as part of the amended filings? 410 
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A. Yes.  As with the 2002 Rider 6 filing, all prior period amendments are also recognized in 411 

the amended filings.  For example, the amendment to the Company’s Rider 6 filing for 412 

2001 recognizes the amendments to the Company’s Rider 6 filings for 2000 and 1999, 413 

and so on.  The only amendment that does not recognize a prior period amendment is the 414 

Company’s amended Rider 6 filing for 1999 because the Company is not proposing any 415 

amendments prior to the year 1999. 416 

Q. Lets talk about each year in detail.  Beginning with the year 1999, what adjustments 417 

are included in the Company’s amended filings? 418 

A. The year 1999 contains a single adjustment, which is the reversal of $13,751,764 in 419 

recoverable gas costs.  This adjustment is separately identified on the Summary 420 

Reconciliation and as the Reconciliation Balance and PGA Reconciliation for CGC.  The 421 

NCGC detailed reports remain unchanged from the Company’s original 1999 filing.  This 422 

produces an Over-Recovery Balance and Requested Factor O to be Refunded for 1999 of 423 

$13,751,764. 424 

Q. Please explain what adjustments are reflected in the 2000 Amendment. 425 

A. For the year 2000, the Over-Recovery and Requested Factor O from 1999 of 426 

($13,751,764) is carried forward, and a 2000 Accounting Restatement related to CGC of 427 

a positive $36,017,779 is added.  As in 1999, the NCGC detailed reports remain 428 

unchanged from the Company’s original 2000 filing.  This results in a 2000 Under-429 

Recovery equal to the 2000 Accounting Restatement of $36,017,779. 430 

 Netting the years 1999 and 2000, the net impact of the 2000 Accounting Restatement and 431 

the Requested Factor O from 1999 is a positive $22,266,015.  This amount is identified as 432 
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an Under-Recovery Balance and updated Requested Factor O to be collected of 433 

$22,266,015. 434 

Q. Please explain what adjustments are reflected in the 2001 Amendment. 435 

A. For the year 2001, the Under-Recovery Balance and updated Requested Factor O from 436 

the year 2000 (reflecting the net of the years 1999 and 2000) of $22,266,015 is carried 437 

forward.  In addition, six adjustments for the year 2001 are made, three to CGC and three 438 

to NCGC.  The three CGC 2001 adjustments are (1) a reversal of the 2000 plan year PBR 439 

collection of ($11,042,913), (2) a 2000 PBR Restatement of a negative ($2,923,011), and 440 

(3) a 2001 Accounting Restatement of $7,675,170.  The net of these three CGC 2001 441 

adjustments is a negative ($6,290,754) producing a CGC 2001 Over-Recovery of that 442 

amount.  Netting the years 1999, 2000 and 2001 CGC adjustments, an Under-Recovery 443 

Balance and updated Requested Factor O of $15,975,261 is identified. 444 

 On the NCGC side for 2001, no prior period adjustments are carried forward because 445 

none were made.  The three NCGC adjustments for 2001 are as follows:  (1) a reversal of 446 

the 2000 plan year PBR collection of ($1,174,726), (2) a 2000 PBR Restatement of 447 

($302,630), and (3) a 2001 Accounting Restatement of $11,929,485.  The net of these 448 

three NCGC 2001 adjustments is a positive $10,452,129, producing a NCGC 2001 449 

Under-Recovery as well as a NCGC Under-Recovery Balance and NCGC Requested 450 

Factor O of that amount. 451 

 Combining the CGC and NCGC adjustments for the year 2001 results in a 2001 Under-452 

Recovery of $4,161,375 as well as a net Under-Recovery Balance for the years 1999, 453 

2000 and 2001, and updated Requested Factor O of $26,427,390. 454 
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Q. Finally, for the year 2002, are there any further adjustments to be discussed? 455 

A. Yes.  While Nicor Gas’s 2002 Rider 6 filing is the original filing, the Company makes 456 

monthly PGA calculation filings, as noted above.  Certain adjustments are included in the 457 

Company’s 2002 Rider 6 filing that are in addition to what was contained in the monthly 458 

PGA filings. 459 

Q. Please explain what adjustments are recognized in the 2002 Rider 6 filing. 460 

A. For the year 2002, the prior period adjustments are again carried forward, reflecting an 461 

Under-Recovery Balance and updated Requested Factor O from the year 2001 of 462 

$26,427,390 ($15,975,261 and $10,452,129 for CGC and NCGC, respectively).  In 463 

addition, six adjustments for the year 2002 are made, three to CGC and three to NCGC.  464 

The three CGC 2002 adjustments are (1) a reversal of the 2001 plan year PBR collection 465 

of ($12,259,342), (2) a 2001 PBR Restatement of a ($13,287,949), and (3) a 2001 466 

Accounting Restatement of $(6,864,375).  The net of these three CGC 2002 adjustments 467 

is ($32,411,666) producing a CGC 2001 Over-Recovery of that amount.  Netting the 468 

years 1999, 2000, 2001 and 2002 CGC adjustments, an Over-Recovery Balance and 469 

updated Requested Factor O of $(16,436,405) is identified. 470 

 On the NCGC side for 2002, the net 2001 adjustments of $10,452,129 are carried 471 

forward.  In addition, three NCGC adjustments for 2002 are made as follows:  (1) a 472 

reversal of the 2001 plan year PBR collection of ($1,262,388), (2) a 2001 PBR 473 

Restatement of ($1,489,081), and (3) a 2002 Adjustment to reflect 2002 Final Gas Cost 474 

of ($11,929,485).  The net of these three NCGC 2002 adjustments is a ($14,680,954), 475 

producing a NCGC 2002 Over-Recovery of that amount.  Netting the years 2001 and 476 
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2002 NCGC adjustments, an Over-Recovery Balance and NCGC Requested Factor O of 477 

($4,288,825) is produced. 478 

 Combining the CGC and NCGC adjustments for the year 2002 results in a 2002 Over-479 

Recovery of $(47,092,620) as well as a net Over-Recovery Balance for the years 1999, 480 

2000, 2001 and 2002, and updated Requested Factor O of $(20,665,230). 481 

Q. How does the 2002 annual reconciliation relate to these adjustments? 482 

A. As discussed above, the purpose of the Company’s 2002 Rider 6 filing is to reconcile the 483 

revenue collected through the Rider 6 GSC charges with the Company’s actual Cost of 484 

Gas Distributed.  As can be seen from the Company’s 2002 PGA Reconciliation, the 485 

Company had an Over-Recovery Balance for CGC of ($66,836,594) and an Over-486 

Recovery Balance for NCGC of ($10,023,453) at the end of 2002.  Adding all the 487 

adjustments for 1999 - 2002 results in an Over-Recovery Balance for CGC of 488 

($83,272,999) and an Over-Recovery Balance for NCGC of ($14,252,278), for a Total 489 

Cumulative Balance to be Refunded, as identified on the Summary Reconciliation for 490 

2002, of $97,525,264. 491 

3. Year-by-Year Restatement Report  492 

Q. Has the Company calculated the interest on the adjusted amounts from its 2002 and 493 

prior year Rider 6 filings? 494 

A. Yes.  The Company’s interest calculations on these adjusted amounts is contained in a 495 

report entitled “Year by Year Restatement to Gas Cost and the PBR” which is attached to 496 

my direct testimony as Attachment TMM-3. 497 

Q. Please explain Attachment TMM-3? 498 
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A. Attachment TMM-3 provides a summary of the Requested Factor O by year as well as 499 

the Company’s PBR restatements by year from 1999 through 2002.  It also sets forth the 500 

Company’s interest calculations on the Requested Factor O by year. 501 

Q. What interest rate did Nicor Gas use to calculate the interest on the Company’s 502 

Requested Factor O for each year? 503 

A. The utilized interest rate varies by year, and  is the interest rate approved by the 504 

Commission for each year, respectively. 505 

Q. What is the total interest for the cumulative Requested Factor O that the 506 

Company’s is requesting? 507 

A. The total interest on the Company’s Requested Factor O is $780,374. 508 

V. Oversight 509 

Q. What type of review is performed in conjunction with the Company’s Annual 510 

Reconciliation Filing with the Commission? 511 

A. The Annual Reconciliation Filing is reviewed by Deloitte Touche LLP, the Company’s 512 

independent public accountants.  Their reports are included as part of the Company’s 513 

filings pursuant to Rider 6, GSC.  The reconciliation itself is prepared by Nicor Gas 514 

employees from several departments. 515 

Q. What type of review procedure is in place for the monthly GSC filings? 516 

A. The inputs for the monthly GSC calculation are compared to similar inputs in the 517 

Company’s forecasting model to insure that the proper charges and volumes are used. 518 

Q. Please describe the procedure used to prepare the Company’s monthly filings. 519 
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A. The Rate, Supply, Supply Accounting and Forecasting Departments contribute to 520 

preparation of the monthly filings.  These departments are familiar with the terms and 521 

provisions of Rider 6, and understand which costs are recoverable through the GSC.  The 522 

Rate Department prepares the final document filed with the Commission.  Forecasting, 523 

Supply and Supply Accounting are involved in preparation of the documents used to 524 

support the filing. 525 

Q. How do these departments provide a check on the accuracy of the monthly filings? 526 

A. These departments must be in agreement with the treatment of costs in the monthly GSC 527 

filing. 528 

Q. What other review is performed with regard to monthly filings? 529 

A. The Company’s Internal Auditing Department, on an annual basis, reviews a monthly 530 

filing, source documents and a copy of Rider 6 as in effect at the time of the filing.  This 531 

review is designed to assure that only appropriate costs were included in the filing, 532 

thereby providing a further check on the inter-departmental review that I have previously 533 

described. 534 

VI. Conclusion 535 

Q. What is the Company requesting? 536 

A. The Company is requesting that the Commission approve the establishment of Nicor 537 

Gas’s GSC charges at levels designed to flow through the following amounts: 538 

• Requested Factor O of: 539 

— $13,751,764 to be refunded to customers for 1999; 540 
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— $36,017,779 to be collected from customers for 2000; 541 

— $4,161,375 to be collected from customers for 2001; and 542 

— $47,092,620 to be refunded to customers for 2002. 543 

 This results in a net Requested Factor O of $20,665,230 to be refunded. These 544 

adjustments include the effect of adjusting the PBR for the year 2000 and 2001. 545 

• Rider 4, GCPP 546 

— The Company is also requesting $26,875,870 for the 2002 filing of the 547 
Rider 4 Gas Cost Performance Program.  This amount combined with the 548 
adjustment total Requested Factor O to be refunded results in a net amount 549 
to be collected of $6,210,640. 550 

• Interest 551 

— In addition, the interest accumulated for the four year period to be 552 
collected is $780,374.  Including interest results in an amount to be 553 
collected of $6,991,014. 554 

• Rider 6, GSC 555 

— In 2002, the Company’s Rider 6, GSC charges over collected the 556 
Company’s actual Cost of Gas Distributed by $76,860,047.  This amount, 557 
in combination with the above three factors, results in an amount to be 558 
refunded through Rider 6, GSC charges of $69,869,033. 559 

Q. Does this conclude your direct testimony? 560 

A. Yes. 561 


