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NEWS RELEASE

FOR IMMEDIATE RELEASE FOR MORE INFORMATION
November 21, 2003 Contact: Mark Knox, re: N-903
£30 305-9500Q, ext. 2529

NICOR ANNOUNCES KBY EXECUTIVE APPUINTMENTS

Naperville, IL - Nicor Inc. (NYSE: GAS) today announced that
its Board of Directors has elected Russ Strobel to chief
executive officer of Nicor Gas and Richard Hawley as chief
financial officer of Nicor Inc. and Nicor Gas.

Btrobal, aurrently president of Nicor Inc. and Nicor Gas, will
now assume the additional responsibilities of chief executlve
officer of the company's largest entity, Nicor Gas, Strobel will
gontinue to report te Nicor Inc.'s chairman and chief executive
pfficer, Thomas Fisher, who previously held the CEQ title at
Nicor Gas.

“Russ has previded leadership, vision and sound business
judgmert thar will be instrumental in the future growth of our
companies, " said Figher. *I am pleased to make this anncuncement
and firmly believe this appointmant will benefit ouxr
sharehelders, our customers and cur employees."
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Strobel began his career with Nicor in December 2000 as senlor vice president,
general counsel and secretary. In February 2002, Strobel became executive vice
president with the additional respensibility for diversified ventures. In
October of the same yvear, he was promoted to president of Wicer Ing, and Nicor
Gas.

Prior to Nicor, he was a partner with the law firms of Jenner & Block, and
Friedman & Koven. He received s Bachelor of Arts degresa from Northwestern
University and earned his juris doctor, magna cum laude from the University of
Iltinois, whers he was elected to the Order of the Coif.

New Chief Financial Officer Joins Nicor

Nigor Inc. alse anncunved today that effective December 8, 2003, Richard Hawley
will join the company as executive vice prerident and chief financial officer of
Nicer Inc. and Nicor Gas. Hawley will be directly responsible for all of the
company's finance, accounting, treasury, investor relations and information
technelegy activities. Hawley will report to Strobel. Xathy Halloran, executive
wviece president, who formerly held these regponsibilities, will now focusg on her
new role as chief risk officer reporting to Fisher.

T am delighted that Rick will be jeining Nicor's management team," sald
Strokbel. "Rick brings a tremendous amcunt of f£inancial expertise and industry
experience, both from his prior reles as partner in & major accounting firm and
as the CFC for a publigly-traded energy company. Rick will play a critical role
in developing and executing our business strategies and providing the highest
degree of integrity in our financial reporting.

Page 3

Hawley, 54, was formerly the chief financial officer for Puget Energy, Inc.,
Bellevue, Washington and its natural gas and electricity subsidiary Puget Sound
Energy, In¢. Previocusly, KHawley spent 25 years at PricewaterhouseCoopers, where
he held variocus positions, inciuding partner, responsible for serving clients in
a broad range of industries, notably large publicly-held companizs in the
utility sector.

"I am very excited about the opportunity to work with the management team of
Nicor and honored to be entrusted with these impoxrtant responsibilities. I look
forwazd to jeining the lsadership of the organization and the opportunity to
influence the company's future direction," Hawley said.

Hawley holds a Bachelor of Azrts degree, summa cum laude, in business
administration from the University of Washington. He ig also a certified public
accountant.

B summary of the business unit realignments resulting from teday's announcements
is as follows:

Roceo D'Alessandro, senlor vice president operations for Nicor Gas, which
includes customer services, natural gas distribution and supply, engineering and
rechnical services and measurement, formerly reporting te Fisher, will now
report to Strobel.



Kathy Halloran, executive vice president and chief risk officer, who formerly
reported toe Strobel will mow report to Fisher, As chief risk officer, Halloran
will continue developing and implementing an enterprise-wide, integrated risk
management program for all aspects of the company. Halloran will also be
responsible for internal auditing, which formerly reported directly to Figher.
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Key oEfficers directly under Fisher's direction in addition te Strobel and
Halloran are Claudia Colalille, senior wvice president human rezourcesz and
corporate communications, and Rick Murrell, president and chisf executive
officer, Tropical Shipping.

In addition £o Hawley and D'Alsszzandre, key officerzs reporting to Strobasl ars
Daniel Dodge, senior vice president diversified ventures and corporate planning,
and Paul Gracey, Jr., vice presidsmt, general counsel and secretary.

Key officers directly under Hawley's direction are George Behrens, vice
president administration and treasurer, Jeffery Metz, vice president and
congrollery and Barbara Zeller, vice president information services,

811 cther indirect officer's reporting relationships within the company remain
unchanged .

Nicor Inc. (NYSE: GAS) 1s a holding company and is a member of the S&P 500. Its
principal businesses are Nicor gas, one of the nation's largest natural gas
distribution companies, and Tropical Shipping, 8 containerized shipping business
serving the Caribbean region. Nicor also owns and has equity interests in
several energy-related businesses. For more information, visit the Nicor webpite
at www.nicor.com,
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Caution Concerning Forward-Locking Statements

This document includes certain forward-locoking statements about the earnings
expectations of Micor Inc., its subsidiaries and affiliates. Although Nicor
believes these stateménts are based on reasonable assumpticns, actual results
may vary materially from stated expectations. Buch forward-looking statements
may be identified by the use of forward-looking words or phrases such as
tanticipate, " "believe," Yexpect,® Yintend," "may," "planned, " rpotential,”
rghould, * fwill, " "would," or gimilar phrases. Actual results may differ
materially from thoss indicated in the cowmpany's forward-loeeking statements due
to the dixect or imdirect effects of the results of legal contingencies
{including litigation) and the resolution of those issues, including the effects
of an ICC review, and undue reliance should not be placed on such statements.
Cther factors that could cause materially diffexent results include, but are not
limited to, weather conditions; natural gas and fuel prices; fair value
accounting adjustments; health care costs; insurance costs; legal cosis;
borrowing needs; interest rates; credit conditions; ecencmic and market
conditions; Caribbean tourism; energy conservation; legislative and regulatory
actions, resulis, or adjustments; additional adjustments related to Nicor's
retail energy marketing joint venture; asset fales; significant unplanned
capital needs; futurs mercury-related charges or credits; changez in accounting
principles; performance of major suppliers and contrsctors; and acts of
terrorism. Readers are cautioned not to place undue reliance on these
forward-locking statements, whiceh speak only as of the date of this release.
Nicor undertakes ne cbligation to publiely release any revision to these
forward-looking statements to reflect events or clrcumstances after the date of
this release,
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant te Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): December 2, 2003

Commission File Namber Registrant, State of Incorporation, LR.S. Employer
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Ttem 5.  (her Events and Reguired FI Disclosure

Purseant to Rule 412 of Regulation C under the Securities Act of 1933, as amended, the sections entitled “Legal Opinions™ and “Experts” on page 8 of Northern
Tilinods Gas Company’s Registration Statement on Form $-3 (Registration No, 333-65486) are hereby amended and superseded in their entirety to read as
follows:

LEGAIL OPINIONS, Certain legal matters in connection with the offering of the New Bonds will be passed upen for us by Latham & Watlans LLP, 233 South
Wacker Drive, Suite 5800, Chicago, [ilineis 60506 and Mayer, Brown, Rowe and Maw LLP, 180 South LaSalle Street, Chicago, Iliinois 60603, and for any
underwriter, dealer or agent named in the applicable prospectus supplement by Pilisbury Winthrop LLP, One Battery Park Plaza, New York, New York 10004,

EXPERTS. The consolidated financial statements and the related financial statement schedule incorporated in this prospectus by reference from the Company’s
Amnual Report on Form 10-K for the year ended December 31, 2002 have been audited by Deloitie & Touche LLP, independent auditors, as stated in thefr
report, which is incorporated herein by reference, and have been so incorporated in reliance upen the report of such firm given upen their authority as experts in
accounting and auditing.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly zuthorized.

NICOR GAS COMPANY

By: /8 Kathleen 1. Halloran

Kathleen L, Halioran
Executive Vice President
Finance and Administration

Date December 2, 2003
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C, 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): December 5, 2003

Cummission File Number Registrant, State of In¢orporation, LR.S. Employer
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1~7297 Nicor Inc. 362855175
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(630) 305~9500

1-7296 Northern Hlinois Gas Company 34-2843847
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{An Hlinois Corporation)
1844 Ferry Road
Naperville, Iltinois §0563—9600
{6307 9838888




Ttem 5, Other Events and Required FD Disclosure

On December 35, 2003, Northern Illinois Gas Compeany made available to investors a Prospectus Supplement dated December 4, 2003, which includes additional
information about Northern Hlinois Gas Company set forth under the heading “Recent Plevelopments.”

Item 7. Financial Statements and Exhibits

The following is furnished as an exhibit to this report:

EXHIBIT
NO. DESCRIFTION OF EXHIBIT
29.01 Prospectus Supplement, dated December 4, 2003




SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersipned
thereunto dudy authorized.

NICOR INC.
By: /s/ Kathleen L. Halloran
Kathleen L, Halloran
Executive Vice President
Finance and Administration
NICOR GAS COMPANY
By: s/ Kathleen L. Halloran

Kathleen L. Halloran
Executive Vice President
Fi and Admi ation

Date  December 5, 2003
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EXHIBIT 99.01

PROSPECTUS SUPPLEMENT
(To Prospectus dated December 4, 2003)

$150,000,000
NORTHERN ILLINOIS GAS COMPANY
(doing business as Nicor Gas Company)

$50,000,000 First Mortgage Bonds, 5.80% Series Due December 1, 2023 (“Series 2123 Bonds®)
$50,000,000 First Mortgage Bonds, 5.90% Series Due December 1, 2032 (“Series 2032 Bonds™)
$50,000,000 First Mortgage Bonds, 5.90% Series Due December 1, 2033 (“Series 2033 Bonds)

We will pay interest on the Series 2023 Bonds, Series 2032 Bonds and Series 2033 Bonds, each a New Bond and collectively the New Bends, semiannually in
arrears on Jung 1 and December 1 of each year, beginning June 1, 2604, We may redeertt the New Bonds at our option in whole at any time or in part from time
to time at the redemption prices described under “Description of the New Bonds.”

Neither the Securities and Exchange Comunission nor any state securities commission has approved or disapproved these securities or determined #f this
prospectus supplement or the accompanying prespeetus is truthful or complete. Any representation to the contrary is a eriminal offense.

Public Offering Underwriting Proceeds to Nicor
Price(1) Discount (hefore expenses)(1)

i
49,321,500
589 160w,

49,354 500

Pér Senes 2022 Bond
Total

Per Series 2032 Bon
Total

Per Series 2034 Bond e e 5 091009
Total S 48,692 00 S 437500 $ 40,354 300

(1)  Plus accrued interest from December 1, 2003,

Interest on the New Bonds will acerue from December 1, 2003 and the purchasers of the New Bonds shall pay the interest that accrues from December 1, 2003 o
the date that the New Bonds are delivered to the purchasers. The underwriters expect to deliver the New Bords to purchasers on or about Pecember 11, 2003.

Banc One Capital Markets, Inc,

SG Cowen
MecDonald Investments Inc.
Wachovia Securities

The date of this prospectus suppiement is December 4, 2043.



You should rely only on the information contained in or incorporated by reference in this prospectus supplement and the accompanying prospectus,
Neither we nor the underwriters hiave authorized anyone to provide you with different information. We are not making an offer of these seeurities in
any state where the offer is not permitfed, You should not assume that the information provided by this prospectus supplement or the accompanying
prospectus is aceurate as of any date other than the date on the front of this proespectus supplement or the date of the accompanying prospectus, a3

applicable.

This document is in rwo parts. The first part is this prospectus supplement, which describes the terms of the offering of New Bonds and also adds to and updates
information contained in the accompanying prospectus and the docurnents incorporated by reference into the accompanying prospectus. The second part is the
accompanying prospectus, which gives more general information, some of which will not apply to the New Bonds, If the description of the offering varies
between this prospectus supplement and the accompanying prospectus, you should rely on the information in this prospectus supplement.

In this prospecius supplement and the accompanying prospectus, “Nicor Gas,” “we,” “us™ and “our™ refer to Northern Ilinois Gas Company (doing business as
Nicor Gas Company),

TABLE OF CONTENTS

Prospectus Supplement




FORWARD-LOOKING STATEMENTS

This prospectus suppiement, the accompanying prospectus and the documents they incorporate by reference may contain siatements that are not historical fact
and constitute forward—looking statements about our expectations, Although we believe these statements sre based on reasonable assumptions, actual results may
vary materially from stated expeciations. Actual resulfs may differ materially from those indicated in our forward—looking statements due to the direct or indirect
effects of the results of the follewing, among others:

*  legal contingencies (including litigation) and the resolution of those issues, including the effects of an Illinois Commerce Commission review;

. weather conditions;

*  natural gas prices;

«  health care costs;

»  insurance costs;

*  borrowing needs;

*  interest rates;

+  credit conditions;

*  ¢conomic and market conditions:

*  energy conservation;

*  legislative and regulatory actions, results or adjustments;

+  asset sales;

+  significant unplanned capital needs; and

+  any future mercury-related charges or ¢rediis,

You are cautioned not to rety unduly on any forward—looking statements and are urged to review and consider carefully the risks, uncertainties and other factors
which are discussed in more detail under “Business,” “Management's Discussion and Analysis of Financial Condition and Results of Operations” and “Legal
Proceedings™ in our Annuel Report on Form 10-K for the year ended December 31, 2002, our Quarterly Reperis on Form 10~ for the three~month periods
ended March 31, 2003, June 34, 2003 and September 30, 2003 and other documents on file with the Securities and Exchange Commission. You may ebtain
copies of these documents as described under “Where You Can Find More Information™ in the accompanying prospectus,
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THE COMPANY

We are a public utility engaged principally in the puschase, storage, distribution, sale and transportation of natural gas to the public in northern Illinois, generally
outside the City of Chicago. We are subject to the jurisdiction of the Illinois Commerce Commission, which has authority to regulate substantially ali phases of
the public utility business in [ilinois, including our issuance of long—term debt. We are a wholly owned subsidiary of Nicor In¢, ("Nicot™), a holding company
exempt from regulation under the Public Utility Holding Company Act of 1935, The New Bonds are not obligations of, nor guaranteed by, Nicor. The mailing
address and telephone number of our genersl office is:

Northern Ilkinois Gas Company
P.O. Box 18¢

Aurora, Hlinois 605070150
(630) 9838676

RECENT DEVELOPMENTS

A description of certain lega! proceedings peading against us is included in our Annual and Quarterly reports filed with the Securities and Exchange Commission
and incorporated by reference in this prospectus supplement. In connection with the proceading pending before the Hiinols Commerce Commission regarding cur
performance based rate program, we filed testimony in August 2003 in support of our position that approximately 37 million is due to us from customers related
to our performance based rate program and purchased gas adjustment reconciliation caleulation for the years 1999-2002. On November 21, 2003, the lilinois
Attorney General’s Office filed testimony claiming that we owed customers refunds fotaling $160 million for the same period. The Citizens Utility Board and the
Cook County State’s Attorney’s Qffice (“CUB/Cook”) jointly filed testimony that same day, as well as the Staff of the Tilinois Commerce Commission (**8taff").
At present, the CUB/Cook and Staff testimony each has been filed under seal. Hearings regarding this matter currently are scheduled for April 2004, with ao
Illinois Commerce Commission decision expected some time thereafter.

USE OF PROCEEDS

We will use the net proceeds from the sale of the New Bonds together with additional funds to (i) refund short—term debt used to refund $50,000,000 principat
amount of 5%% First Mortgage Bonds which matured on June 1, 2003 and wsed to refund $50,000,000 principal amount of 3% unsecured notes which matured
on April 17, 2003 and (ii} refinance $590,000,000 principal amount of 7 31894 First Mortgage Bonds due October 15, 2027, which bonds were called for
redemption by us on November 25, 2003 at a redemption price of 104.82%.

RATIO OF EARNINGS TO FIXED CHARGES

Computation of Consolidated Ratio of Eamings to Fixed Charges (in thousands except ratios}.

Nine months Year Ended December 3%,
eoded
September 30,
2003 2002 2001 2 1999 1998

Ealitgs availa

SRR

5-3



CAPITALIZATION

The following table sets forth our short-term debt and our capitalization as of September 30, 2003, and as adjusted to give effect to this offering of the New
Bonds and the application of the net proceeds therefrom as set forth in “Use of Proceeds™ above. You should read this table in conjunction with our congolidated
financial statements and accompanying notes which we incorporate herein by reference. See “Where You Can Find More Information” in the accompanying
prospectus,

Septetnber 30, 2003

Actual As Adjusted

(in thousands

amber of shares)

B ‘ed Bl
edeemable preferred stock

Total Capitatiza



DESCRIPTION OF THE NEW BONDS

This description of the particular terms of the New Bonds supplements and should be read in conjunetion with the statements under “Description of Bonds”™ in the
accommpanying prospectus. The description of certain provisions of the New Bonds and the Indentyre does not purport to be complete and is subject to, and is
qualified in its entirety by reference to, the description in the accompanying prospectus and Indenture.

General, The New Bonds will bear interest at the annual rates set forth on the cover page of this prospectys supplement, which will accrue from December 1,
2003. We will pay interest on June 1 and December 1 of each year, beginaing June 1, 2004, to the person in whose name each New Bond is registered on the
close of business on May 15 or November 15 (whether or not a Business Day) next preceding the respective interest payment date, The Series 2023 Bonds will
be initially limited to $50,000,000 aggregate principal amount and will mature December 1, 2023, The Series 2032 Bonds will be initially limited te $50,000,000
aggregate principal amount and witi mature Desember 1, 2032, The Series 2033 Bonds will be initially Himited 1o $50,060,000 aggregate principal amount and
will mature December 1, 2033. We may, without the consent of the hoiders of the New Bonds, increase the principal amount of the New Bonds by issuing
additionat New Bonds in the future on the same ierms and conditions, except for any differences in the issue price and interest accrued prior to the issue date of
the additional New Bonds and with the same CUSIP numbers as the New Bonds offered hereby. Any additional New Bonds would rank equally and ratably with
the New Bonds offered by this prospectus supplement and would be treated as a single series for all purposes under the Indenture. We will issue the New Bonds
in fully registered form only, in denominations of §1,000 and integral multipies of $1,000,

Optional Redemption. The New Bonds will be redeemable in whole at any time or in part from time to time, at our option, on not less than 30 nor mote than 45
days notice, at & redemption price equal to the greater of (i} 160% of the principal amount of the New Bonds to be redeemed or (ii) the sum of the present values
of the remaining scheduled payments of principal and interest thereon {exclusive of interest acerued fo the date of redemption) discounted, at the then current
Treasury Rate plus 12.5 basis points in the case of the Saries 2023 Bonds, 15 basts points in the case of the Series 2032 Bonds and 14 basis points in the case of
the Series 2033 Bonds, to the date of redemnption on a semiannual basis (assuming a 360—day year consisting of twelve 30~day months) plus, in each case,
accrued and unpaid interest an the principal amount being redesmed to the date of redemption.

“Treasury Rate” means, with respect to any redemption date, the rate per annum equal io the serniannual equivalent yield to maturity of the Comparable Treasury
Lssue, assurning a prige for the Comparabile Treasury Issue (expressed as 2 percentage of its principal smount) equal to the Comparable Treasury Price fot such
redemption date.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent Investment Banker as having a maturity comparable ta the
remaining term of the New Bond to be redeemed that would be used, at the time of selection and in accordance with customary financial practice, in pricing new
issues of corporate debt securities of comparable maturity to the remaining term of such New Bond.

“Comparable Treasury Price” means, with respect to any redemption date, (i} the average of the Reference Treasury Dealer Quotations for such redemption date,
after excluding the highest and lowest such Reference Treasury Dealer Quotations, or (if) if the Trustee obtains fewer than four such Reference Treasury Dealer
Quotations, the average of all such quotations.

“Independent Investment Banker” means one of the Reference Treasury Dealers appointed by the Trustee after consultation with us.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealet and any redemption date, the average, as determined by the
Trustes, of the bid and asked prices for the Comparable Treasury Tssue {expressed in each case as a percentage of its priscipal amount) quoted in writing to the
Trustee by such Reference Treasury Dealer at 5:00 p.m. on the third Business Day preceding such redemption date.
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“Reference Treasury Drealer” means each of Bane One Capital Markets, Inc. and its successors and three other nationaily recognized investment banking firms
that are Primary Treasury Dealers specified from time to time by us; provided, hewever, that if any of the foregoing shall cease to be a Primary Treasury Dealer,
we shall replace it with another Primary Treasury Dealer.

“Primary Treasury Dealer” means a primary U.8. government securities dealer in New York City.

“Business Day” means any day other than a Saturday or Sunday and other than a day on which banking institutions in Chicago, Blinols or New York, New York
are authorized or obligated by law or executive order to close.

We will mail notice of any redemption between 30 days and 45 days before the redemption date to each holder of the New Bonds to be redeemed.

Sinking Fund. The New Bonds wili have no sinking fund provisions.



UNDERWRITING

Banc One Capital Markets, Inc. is acting as sole book running manager of the offering and representative of the underwriters named below, Subjeet to the terms
and conditions stated in the underwriting agreement dated the date of this prospectus supplement, each underwriter named below has agreed to purchase,
severally and not jointly, and we have agreed to sell to each underwriter, the principal amount of New Bonds set forth opposite each undetwriter's name.

Principal Amownt Principal Amount Principal Amount
of Series 2023 of Series 2032 of Series 2033
Underwriter Bonds Bonds Bends

5606000

0000 10061
2,000,600

2,000,000

Total

The underwriting agreement provides that the underwriters are obligated to purchase all of the New Bonds il any are purchased. The underwriting agreement also
provides that if an underwriter defaults, the purchase commitments of non—defanlting underwriters may be increased, or the offering of New Bonds may be

terminated.

The underwriters are offering the New Bonds, subject to prior sale, wher, as and if issued to and accepted by them, subject to approval of legal matters by their
counsel, mncluding the validity of the New Bonds, and other conditions contained in the underwriting agreement, such as the receipt by the underwriters of
officer’s certificates and legal opinions. The underwriters resesve the right to withdraw, cancel or modify offers to investors and to reject orders in whole or in
part.

Under the underwriting agreement, we have agreed to indemnify the underwriters against certain labilities under the Securities Act of 1933, as amended, or to
contribute to payments the underwriters may be required to make in respect of those liabilities.

In the underwriting agreement, subject to the conditions thereof, the underwriters have agreed to purchase the Series 2023 Bonds at 98.643% of the aggregate
pringipal amount thereof, to purchase the Series 2032 Bonds at 99.10%% of the aggregate principal amount thereof and to purchase the Series 2033 Bonds at
99.109% of the aggregate principal amount thereof. The underwriters may offer the Mew Bonds in part to certain securities dealers at such prices less a
concession not to exceed 9,500% of the principal amount of the Series 2023 Bonds, 0.500% of the principal amount of the Series 2032 Bonds and 0.500% of the
principal amount of the Series 2033 Bonds. The underwriters may allow, and any such dealers may reallow, a concession to certain other dealers not to exceed
0.250% of the principal amount of the Series 2023 Bonds, 0.25(% of the principal amount of the Series 2032 Bonds and 0.250% of the principal amount of the
Series 2033 Bonds. After the New Bonds are released for sale to the public, the offering price and other selling terms may from time to time be varied by the

underwriters.

‘We expect to deliver the New Bonds against payment for the New Bonds on or about the date specified on the cover page of this prospectus suppiement, which
will be the {ifth Business Day following the date of the pricing of the New Bonds. Since trades in the secondary market generally settle in three Business Days,
purchasers whe wish to trade New Bonds on the date of pricing or the following Business Day will be required, by virtue of the fact that the New Bonds initially
will settle in T+3, to specify altemative sottlement arrangements to prevent a {ailed settlement.

In connection with the offering of the New Bonds, certain of the underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of
the New Bonds. Specifically, the underwriters may over—atlot in connection with the offering, creating a short position. In addition, the underwriters may bid for,
and purchase, the New Bonds in the open market to cover short positions or to stabilize the price of the New Bonds. Any of these activities may stabilize or
maintain the market price of the New Bonds above independent market
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levels, but no representation or prediction is made of the magnitude or the direction of any effect that the transactions described above may have on the market
price of the New Bonds. The underwriters are not required to engage in these activities, and, if commenced, may end any of these activities at any time without
notice.

The New Bonds will be a new isaue of securities for which currently there is no trading market. We do not intend to apyply for the listing or quotation of the New
Bonds on any securities exchange or market. Although the underwriters have indicated that they intend to make 2 market in the New Bonds in 2 manner
permitted under appiicable securities laws, the underwriters are not obligated to do s0, and any such market making may be discontinued at any time without
notice. Accordingly, there can be no assurance as to the existence, development, maintenance or liguidity of any trading market for the New Bonds.

We have in the past entered into, and may in the future enter into, investment banking and commercial banking transactions with the underwriters and/or their
affiliates for which they have in the past received, and may in the future receive, customary fees. In addition, we may also engage the underwriters and/or their
affiliates in respect of financial advisory services for which they have in the past received, and may in the future receive, customary fees.

We estimate that sur expenses in connection with the offer and sale of the New Bonds will be $850,000,

Banc One Capital Markets, inc. has advised us that it will make the New Bonds available for distribution on the Internet through 2 proprietary Web site and/or a
third—party system operated by Market Axess Inc., an Internet—based communications technology provider. Market Axess Inc. is providing the system as a
conduit for communications between Bane One Capital Markets, Inc. and its customers and is not 2 party o any transactions. Market Axess Inc., a registered
broker-dealer, will receive compensation from Banc One Capital Markets, Inc. based on transactions Banc One Capital Markets, Inc. conducts through the
systern. Banc One Capital Markets, Inc. has advised us that it will make the New Bonds available to their customers through the Internet distributions, whether
made through a proprietary or third—party system, on the same terms as disiributions made through other channels.
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Ttem 7. Financial Statements aud Exhibits

The following is furnished as an exhibit to this report:

EXHIBIT NO. DESCRIPTION OF EXHIBIT

501 Opinion of Latham & Watkins LLP
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By: /s/  Kathleen L. Halloran

Kathieen L. Kalloran
Executive Vice President

Date December 9, 2003
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Naperville, IL 63563—9600 Washington, [3.C.

File No. 0367860007

$50,000,006 First Mortgage Bonds, 5.80% Series due December 1, 2023; $50,000,000 First Mortgage Bonds, 5.90% Series due December 1, 2032; and
$30,000,000 First Mortgage Bonds, 5.90% Series due December 1, 2033

Ladies and Gentlemen:

In connection with the registration by Northern [llinois Gas Company (doing business as Nicor Gas Company), an Illinois corperation (the “Company”), under
the Securities Act of 1933, a5 amended, on Form 8-3 fited with the Securities and Exchange Commission on July 20, 2001 (File No. 333-65486), as amended by
Post—Effective Amendment No. 1 filed on December 2, 2003 (collectively, the “Registration Statement™}, of $50,000,000 First Mortgage Bonds, 5.90% Series
due December i, 2023 (“Saries 2023 Bonds™); $50,000,000 First Mortgage Bonds, 5.90% Series due December 1, 2032 (“Series 2022 Bonds™); and $50,000,000
First Mortgage Bonds, 3.90% Series due Dacember 1, 2033 (“Series 2033 Bonds™) (together, the “Bonds™), to be issued under an indenture dated as of Fanuary 1,
1954 between the Company and a trustee (the “Trustee™) and one or more supplements thersto (colisctively, the “Indenture™), you have requested our opinion set
forth below.

In our capacity as your special counsel in connection with such registration, we are famifiar with the proceedings taken by the Company in connection with the
authorization and the issuance of the Bonds. In addition, we have examined such matiers of fact and questions of law as we have considered appropriate for
purposes of this letter,

We are opining herein as to the effect on the subject transaction only of the internal laws of the State of Illinois, and we express no opinion with respect to the
applicability thereto, or the effect thereon, of the laws of any other jurisdiction or as to any matters of municipal law or the laws of any Iocal agencies within any
state.

Subject to the foregoing and the other matters set forth herein, i is our opinion that as of the date hereof, the Bonds have been duly authorized by all necessary
corporate action of the Company, and when execnted, issued, anthenticated and delivered by or on behalf of the Company against payment therefor in
accordance with the Indenture in the masmer contemplated
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LATHAM WATKINS
by the Registration Statement, will be legally valid and binding obligations of the Comnpany, enforceable against the Company in accordance with their tarms,

The opinion sendered in the above paragraph relating fo the enforceability of the Bonds is subject to the following exceptions, limitations and qualifications: (i}
the effect of bankrupicy, insolvency, reorganization, fraudulent transfer, moratorium or other similar laws relating to or affecting the rights and remedies of
creditors; (ii} the effect of general principles of equity, whether enforcement is considered in a proceeding in equity or at law (including the possible
umavailability of specific performance or injunctive relief), concepts of materiality, reasonableness, good f2ith and fair dealing, and the discretion of the court
before which any proceeding therefor may be brought; and (iif) we express no opinion with respect to whether acceleration of the Bonds may affect the
collectibility of that portion of the stated principal amount thereof which might be determined to constitute unearned interest thereon,

With your consent, we have assumed for purposes of this opinion that (i) the Trustee is duly organized, validly existing and in good standing under the laws of its
jurisdiction of organization; {ii) the Trustee has the requisite power and authority to execute and detiver and to perform its obligations under each of the Bonds
and the Indenture (collectively, the “Operative Dacuments™); (iif} each Operative Document to which the Trustee is a party constitutes its legally vatid and
binding agreement, enforceable against it in accordance with its terms and (iv) the Trustes is in compliance, generally and with respect to acting as trustee under
the Indenture, with all applicable laws and regulations. We express no opinion as to the impact of any state or federal laws or regulations applicable to the subject
transaction because of the nature or extent of the business of any parties to the Operative Documents, nor with respect 1o the grant, perfection or priority of any
security interest.

‘We hereby consent fo the filing of this opinion as part of the Company’s Current Report on Form §-K, dated December 9, 2003.
Very truly vours,
/5 LATHAM & WATKINS [T P
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