
 
 

February 28, 2013 
 

VIA E-DOCKET 
 
Ms. Elizabeth A. Rolando 
Chief Clerk 
Illinois Commerce Commission 
527 East Capital A venue 
Springfield. IL 6270J 
 

Re:  Docket 06-0703: Illinois Commerce Commission On Its Own Motion -
Revision of 83 Ill. Adm. Code 280  

 
 

Dear Ms. Rolando: 
 
 The following is the response, by letter, of Illinois-American Water Company (IAWC) 
to the Ruling of the Administrative Law Judge dated February 11, 2013, and the questions in the 
accompanying memorandum.   
 
 With regard to the questions in the memorandum, IAWC addresses them as follows. 
  

1) What is the propriety of rounding to the nearest half-point on the customer deposit rate 
as currently called for under Section 280.70 and proposed for continuation under Section 
280.40? Are there administrative efficiencies gained through rounding? Are these 
administrative efficiencies maintained if the customer deposit rate is not rounded to 
zero?  

 
Response: IAWC has no position on the propriety of rounding, and is not aware of any 
administrative efficiencies gained from rounding. 
 

2) Do you support removing rounding to the nearest half-point from the calculation of the 
customer deposit rate? If not, why? 

 
Response: See (1). 

 
3) What is the propriety of relying on the one-year yield on U.S. treasury securities in 

setting the customer deposit rate? Does this rate adequately compensate customers? This 
rate is set using the “average . . . for the last full week in November,” while return on 



equity under Section 16-108.5 of the Public Utilities Act is set through incorporating 
“the average for the applicable calendar year of the monthly average yields” of treasury 
bonds. Would a more blended average using data from across the full year akin to the 
Section 16-108.5 methodology make sense here?  

 
Response: Customer deposits represent a short-term, risk-free investment.  Accordingly, IAWC 
believes that the customer deposit interest rate should reflect the short term nature of the deposit.  
IAWC further believes that a one-year yield on US Treasury securities appropriately reflects the 
short-term, risk-free nature of the deposit.  By contrast, the average calculated in Section 16-
108.5 of the Public Utilities Act refers to monthly average yields of 30-year Treasury bonds, 
which is a long-term borrowing rate.  Because this rate is a long term rate, IAWC does not 
consider it appropriate for customer deposits.  Regarding use of “data from across the full year”, 
IAWC believes the data from the last week of November currently required in 83 Ill. Adm. 
Code 280.70 (e)(1) provides an appropriate approximation of the following year’s short-term, 
risk-free rate of interest. 
 

4) Do you propose a different methodology for calculating the customer deposit rate? If so, 
what is that methodology and why should it be preferred?  

 
Response: IAWC believes the current method is appropriate.   
 
 
 
 
      Regards, 
 
 
      /s/ Albert Sturtevant     
  
 
      Albert Sturtevant 
 


