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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Bonita A. Pearce.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. I am currently employed as an Accountant in the Accounting Department 7 

of the Financial Analysis Division of the Illinois Commerce Commission 8 

(“ICC” or “Commission”). 9 

 10 

Q. Please describe your professional background and affiliations. 11 

A.  I am a licensed Certified Public Accountant.  I earned a B.S. in 12 

Accounting from Illinois State University in 1981.  Prior to joining the 13 

Commission in 2001, I was engaged in the practice of public accounting 14 

for sixteen years.  I returned to the practice of public accounting for a 15 

brief period in 2005, but I returned to the Commission in 2006. 16 

 17 

Q. Have you previously testified before any regulatory bodies? 18 

A. Yes.  I have testified on several occasions before the Commission. 19 

Q. What is the purpose of your testimony in this proceeding? 20 

A. The purpose of my testimony is to present my position on Illinois Gas 21 

Company’s (“Illinois Gas” or “Company”) petition seeking authority to 22 

enter a Lease of Real Property and a Service and Facilities Agreement 23 
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(“Petition”) as presented by Company witness Rick W. Zehner in Illinois 24 

Gas Company’s Petition and Exhibits A, B, and C, respectively. 25 

Lease Agreement 26 

Q. How does the previously approved agreement (“2011 Lease”) differ 27 

from the Company’s proposed Lease Agreement (“2016 Lease”)? 28 

A. The 2011 Lease (Exhibit RWZ-1, attached to the direct testimony of Rick 29 

W. Zehner (Petition - Exhibit C)) that was approved by the Commission 30 

in Docket No. 11-0430 expired May 31, 2016.  The 2011 Lease will 31 

continue until either party provides at least 60 days’ prior written notice of 32 

intent to terminate the lease (2011 Lease, page 2, item 2, paragraph 3).  33 

Accordingly, the 2011 Lease will remain in effect until such time as the 34 

Commission approves the 2016 Lease (Petition - Exhibit A).  The 2016 35 

Lease term is five years beginning June 1, 2016 and ending May 31, 36 

2021 (page 2, item 1 of the 2016 Lease) 37 

 38 

Q. Does the 2016 Lease reflect an increase in monthly rent? 39 

A. Yes.  The 2016 Lease reflects an increase in the total square footage 40 

rented and in the amount of monthly rent. 41 

 42 

Q. Please describe the total square footage reflected in the 2011 Lease 43 

as compared to the 2016 Lease. 44 
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A. The 2011 Lease covered an office/warehouse building containing 7,200 45 

square feet of office space and 16,800 square feet of warehouse space.  46 

By comparison, the 2016 Lease covers two buildings: 47 

Building #1:  An office/warehouse building containing 7,200 48 
square feet of office space and 16,800 square feet of warehouse 49 
space; and 50 
 51 
Building #2:  A steel building containing 6,400 square feet of 52 
warehouse space, including four 20’ bays. 53 

 54 
Accordingly, the 2016 Lease reflects space in Building #2 that was not 55 

part of the 2011 lease. 56 

   57 

Q. Please quantify the total monthly rent reflected in the 2011 Lease as 58 

compared to the 2016 Lease. 59 

A. The 2011 Lease reflected a monthly rent charge of $7,250 for the space 60 

in Building #1.  The 2011 Lease did not include any space in Building #2.  61 

By comparison, the 2016 Lease reflects a monthly rent charge of $9,463 62 

for the square footage in Building #1 and Building #2.  This amounts to 63 

an increase of $2,213 per month including 6,400 additional square feet of 64 

warehouse space, as described for Building #2. 65 

 66 

Q. How does monthly rent of $9,463 in the 2016 Lease compare with 67 

current market prices for similar space in the Olney, Illinois area? 68 

A. The Company requested a market estimate from the Richland County 69 

Development Corporation (“RCDC”) ((Exhibit RWZ-4, attached to the 70 

direct testimony of Rick W. Zehner (Petition - Exhibit C)) regarding 71 
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warehouse and office space lease pricing.  The table below compares 72 

the RCDC market estimate as of October 20, 2015 with the monthly rent 73 

charge reflected in the 2016 Lease. 74 

 
Type of Space 

 
 

(a) 

Market Estimate 
per Sq. Ft. 

(RDCC) 
 

(b) 

2016 Lease 
Cost per 
Sq. Ft.1 

 
(c) 

Market Estimate 
Exceeds 2016 
Lease Cost per 

Sq. Ft. 
(b) – (c) = (d) 

Office  
(gross lease)2 

 
$7.50 to $9.00 

 
$6.75 

 
$0.75 to $2.25 

Warehouse 
(triple net lease)3 

 
$3.00 

 
$2.80 

 
$0.20 

Total per sq. ft. $10.50 to $12.00 $9.55 $0.95 to $2.45 
 75 

 Based on the table above, 2016 Lease cost per square foot appears 76 

comparable to, or well below, the estimated market cost per square foot 77 

for both office and warehouse space in Olney, Illinois.  Therefore, I 78 

recommend that the Commission grant Illinois Gas authority to execute 79 

the 2016 Lease. 80 

 81 

Service and Facilities Agreement 82 

Q. How does the proposed Service and Facilities Agreement (“2016 83 

SFA”) differ from the Service and Facilities Agreement approved in 84 

Docket No. 11-0430 (“2011 SFA”)? 85 

                                            
1 As detailed on Exhibit RWZ-3, attached to the direct testimony of Rick W. Zehner (Petition - 
Exhibit C). 
2 Gross leases require the lessor to pay taxes, insurance, and maintenance costs for the leased 
space. 
3 Triple net leases require the lessee to pay taxes, insurance, and maintenance costs for the 
leased space. 
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A.  The only difference in the 2016 SFA (Petition – Exhibit B) appears to be 86 

the date of execution: no provisions appear to have been modified, 87 

added or removed.  The 2016 SFA is between Illinois Gas and Illinois 88 

Real Estate Company (“IRE”), the same parties that executed the 2011 89 

SFA.  The Company’s Petition requests that the Commission approve 90 

the 2016 SFA as of June 1, 2016 through May 31, 2021. 91 

 92 

Q.  Does the 2016 SFA reflect the latest term from June 1, 2016 through 93 

May 31, 2021? 94 

A. The 2016 SFA does not explicitly provide the term of the proposed SFA.  95 

Therefore, I recommend the Commission direct the Company to define 96 

the SFA’s term within that document as a condition of acceptance. 97 

 98 

Conditions to Acceptance of the Proposed Agreement 99 

Q. Do you recommend any new conditions to the agreement that have 100 

not previously been established by the Commission? 101 

A. Yes.  I recommend the Commission order the Company to define the 102 

effective term of the 2016 SFA as June 1, 2016 through May 31, 2021. 103 

I further recommend that the order in this proceeding restate the 104 

previously established conditions as set forth below: 105 

1) Illinois Gas should continue to comply with the condition approved 106 

by the Commission in Docket Nos. 06-0539, 10-0037 and 11-0430 107 

requiring Illinois Gas to record its transactions with IRE in 108 
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separate subaccounts.  This enables the Company and the 109 

Commission to easily monitor and segregate transactions with 110 

IRE. 111 

2) Illinois Gas should continue to comply with the condition approved 112 

by the Commission in Docket Nos. 06-0539, 10-0037 and 11-0430 113 

requiring Illinois Gas to report the General and Administrative 114 

Manager’s hourly rate to the Commission’s Accounting 115 

Department management at AccountingMgr@icc.illinois.gov within 116 

30 days of any change to the rate. 117 

 118 

Q. Do you have other recommendations? 119 

A. Yes.  I recommend that the Order in this proceeding indicate that 120 

approval by the Commission of the agreement between Illinois Gas and 121 

IRE does not dictate the ratemaking treatment of the costs incurred 122 

under the agreement. This is consistent with Section 7-101 of the Public 123 

Utilities Act which states that: 124 

The consent to . . . any contract or arrangement under this 125 
Section . . . does not constitute approval of payments thereunder 126 
for the purposes of computing expenses of operation in any rate 127 
proceeding. 128 

 129 

Summary 130 

Q.   Please summarize your recommendations. 131 

A. I recommend that the Commission: 132 

 1) Grant Illinois Gas authority to execute the 2016 Lease; 133 

mailto:AccountingMgr@icc.illinois.gov
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 2) Require the Company to define the 2016 SFA term as June 1, 2016 134 

through May 31, 2021; and 135 

 3) Grant Illinois Gas authority to renew the 2016 SFA, as modified to 136 

reflect the term. 137 

 138 

 I recommend that the order in this proceeding restate the previously 139 

established conditions: 140 

1) Illinois Gas should continue to comply with the condition approved 141 

by the Commission in Docket Nos. 06-0539, 10-0037 and 11-0430 142 

requiring Illinois Gas to record its transactions with IRE in 143 

separate subaccounts; and   144 

2) Illinois Gas should continue to comply with the condition approved 145 

by the Commission in Docket Nos. 06-0539, 10-0037 and 11-0430 146 

requiring Illinois Gas to report the General and Administrative 147 

Manager’s hourly rate to the Commission’s Accounting 148 

Department management at AccountingMgr@icc.illinois.gov within 149 

30 days of any change to the rate. 150 

 151 

Finally, I recommend the Order issued in this proceeding indicate that 152 

approval by the Commission of the agreement between Illinois Gas and 153 

IRE does not necessarily dictate the ratemaking treatment of the costs 154 

incurred under the agreement. 155 

 156 

mailto:AccountingMgr@icc.illinois.gov
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Conclusion 157 

Q. Does this question end your prepared direct testimony? 158 

A. Yes. 159 
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