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SUMMARY

Northern Illinois Gas Company, doing business as Nicor Gas Company, appealed an Illinois
Commerce Commission rate-case decision concerning Nicor's capital structure, pipeline investment
costs, and a required long-term gas infrastructure plan. The Illinois Appellate Court, Third District,
affirmed in part and vacated in part, including the Commission's imputed capital structure and
disallowance of certain distribution investment costs. The provided text ends before the court's

complete disposition of all issues.
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DISPOSITION other

PROCEDURAL POSTURE Nicor petitioned for review of a final Illinois Commerce Commission

rate-case order. The Commission denied or disallowed portions of
Nicor's proposed rate recovery, adopted an imputed capital structure,
and required Nicor to file a long-term gas infrastructure plan. After the

Commission denied rehearing, Nicor appealed.

STANDARD OF REVIEW Commission orders are prima facie reasonable, and the appealing party
bears the burden of proof. Factual findings are reviewed under the
substantial-evidence or manifest-weight standard; questions of law,
including statutory and regulatory interpretation, are reviewed de
novo, with substantial weight and deference given to an agency's
interpretation of an ambiguous statute it administers; mixed questions
of law and fact are reviewed for clear error. The reviewing court
determines whether the Commission acted within its authority, made



adequate findings, based its decision on substantial evidence, and

violated constitutional rights.
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UESTIONS PRESENTED

. Whether the Commission applied the proper statutory standard in rejecting Nicor's proposed actual

capital structure and adopting an imputed 50% common-equity structure.

. Whether substantial evidence supported the Commission's disallowance of $55.1 million in distribution

investment costs.

. Whether substantial evidence supported the Commission's disallowance of $43.3 million in MAOP-

reconfirmation investment costs.

. Whether substantial evidence supported the Commission's disallowance of approximately $28.4 million

in transmission-pipeline investment costs.

. Whether the Commission had statutory authority to require Nicor to file a biennial long-term gas
infrastructure plan and, if the requirement was a rule, whether it was invalid because the Commission

did not use the Illinois Administrative Procedure Act's notice-and-comment process.

OLDINGS

The Commission applied the correct legal standard and substantial evidence supported its adoption of an
imputed capital structure consisting of 50% common equity, 46.96% long-term debt, and 3.04% short-
term debt.

. The Commission properly disallowed $55.1 million of Nicor's proposed distribution investment costs.

. The Commission properly disallowed $43.3 million of Nicor's proposed MAOP-reconfirmation

investment costs and required Nicor to submit a compliance plan.

. The Commission properly disallowed approximately $28.4 million of Nicor's proposed transmission-

pipeline investment costs.

. The Commission lacked authority to impose the infrastructure-plan requirement, and the requirement

was void because it constituted a rule adopted without the Illinois Administrative Procedure Act's notice-



and-comment process.

KEY QUOTATIONS

“Judicial review of final orders issued by the Commission “involves the exercise of special statutory

jurisdiction and is constrained by the provisions of the [Act].”” (] 82)

“When reviewing a Commission order, courts are limited to determining the following four issues: “(1)
whether the Commission acted within the scope of its authority, (2) whether the Commission made adequate
findings in support of its decision, (3) whether the Commission’s decision was supported by substantial

evidence in the record, and (4) whether constitutional rights have been violated.”” ( 83)

“Therefore, we similarly vacate the infrastructure plan in this case on the grounds that the Commission
exceeded its authority by ordering it.” ( 133)

“Affirmed in part and vacated in part.” (] 136)

FACTUAL BACKGROUND

Nicor, a natural-gas public utility serving approximately 2.3 million northern Illinois customers, sought a general
rate increase and recovery of substantial distribution, MAOP-reconfirmation, and transmission-pipeline
investment costs. The Commission adopted a 50% common-equity capital structure rather than Nicor's proposed
54.520% ratio, disallowed specified portions of the proposed investment costs, and required a biennial long-term
infrastructure plan. Nicor challenged those determinations, arguing that the Commission applied the wrong

standards, lacked evidentiary support, exceeded its statutory authority, and improperly adopted a new rule
without notice and comment.

PROCEDURAL HISTORY

Nicor filed tariff sheets seeking a general rate increase on January 3, 2023. The Commission conducted an
evidentiary hearing beginning July 18, 2023, issued its order on November 16, 2023, and denied Nicor's petition
for rehearing. The Illinois Appellate Court affirmed the capital-structure determination and the disallowances of

distribution, MAOP, and transmission pipeline investment costs, but vacated the infrastructure-plan requirement.
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