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NICOR GAS COMPANY’S RESPONSES TO QUESTIONS FOR PARTIES 

CONTAINED IN CHAIRMAN SCOTT’S FEBRUARY 11, 2013, MEMORANDUM 

 

Northern Illinois Gas Company d/b/a Nicor Gas Company (“Nicor Gas”), in accordance 

with the February 11, 2013 Notice of Administrative Law Judge’s Ruling (“Notice”), files these 

responses to the questions for parties contained in the Interoffice Memorandum from Chairman 

Doug Scott to the Administrative Law Judge Terrance Hilliard dated February 11, 2013 

(“Memorandum”).  The Notice directed all parties to file written responses to the questions 

raised in the Memorandum on or before February 28, 2013.   

Nicor Gas responds to the Chairman’s questions as follows: 

Question 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: 

Proposed Section 280.40 (which is identical to the language in current Section 

280.70) provides, in relevant part, as follows:  “The interest rate will be rounded 

to the nearest 0.5%.”  Nicor Gas would not object to removing the rounding 

language or changing the language to provide that the interest rate will be rounded 

to the nearest tenth (0.1%), hundredth (0.01%), thousandth (0.001%), or ten-

thousandth (0.0001%) of one percent if the Commission is so inclined.  Nicor Gas 

is not aware of any administrative efficiencies gained through rounding to the 

nearest one-half of one percent. 
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Question 2: 

Do you support removing rounding to the nearest half-point from the calculation 

of the customer deposit rate? If not, why? 

Response: 

See Response to Question 1. 

Question 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: 

Nicor Gas supports the current and proposed use of the one-year yield on U.S. 

Treasury securities in setting the customer deposit rate, and believes it is an 

appropriate rate to use. Nicor Gas notes that the provisions contained within 

Section 16-108.5 of the Public Utilities Act, 220 ILCS 5/16-108.5, are not 

applicable to all utilities that will be subject to proposed Part 280, and do not 

apply to Nicor Gas.  The average calculated in Section 16-108.5 refers to monthly 

average yields of 30-year Treasury bonds, which is a long-term borrowing rate.  

Use of a long-term borrowing rate in Section 16-108.5 is consistent with setting a 

rate for investment in long-term capital projects by participating utilities.  

However, Nicor Gas does not use customer deposits to fund long-term investment 

and, therefore, a short-term rate is appropriate.  Deposits affect short term 

borrowing by Nicor Gas.  Short term debt is generally considered to be 

borrowings of one year or less.  Because customer deposits are typically held for 

periods longer than one month, a yearly Treasury rate is a reasonable 

approximation to a rate that is fair to the customer and to Nicor Gas.  In addition, 

the purpose of customer deposits is to address the risk of non-payment for service.  

While customer deposits have been effective in addressing this issue as discussed 

in Nicor Gas’ testimony and briefs, it should be kept in mind that interest paid on 

deposits is a cost that is borne by customers.  While it is fair and reasonable to 

provide for interest on customer deposits, deposits do not represent an investment 

by customers in the traditional sense.  For all these reasons, Nicor Gas believes it 

is appropriate to use the one-year yield on U.S. Treasury securities in setting the 

customer deposit rate. 
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Question 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: 

No. 
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