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Northern Illinois Gas Company d/b/a Nicor Gas Company 
Response to: Illinois Commerce Commission

Ill.C.C. Docket No. 12-0569 
RMP First Set of Data Requests 

RMP 1.03 Q. Does the Company assume the risk associated with recovering the costs for 
the PORCB program assets through the Rider 17 is equivalent to the risk 
associated with cost recovery via base rates?  If so, please provide the basis 
for that assumption.  If not, please explain how the risk associated with 
PORCB program cost recovery compares to the risk inherent in a delivery 
services rate proceeding.  Additionally, please provide any analyses regarding 
the risk associated with recovering the costs for the PORCB program assets 
relative to the risk of cost recovery inherent in a rate case proceeding. 

RMP 1.03 A. No.  Nicor Gas does not assume the risk is equivalent for a number of reasons, 
including but not limited to the following:  the risk associated with investing 
in PORCB program assets is higher than the risk associated with cost recovery 
via base rates.  Most importantly, it must be recognized that Rider PORCB is 
fundamentally a different service than Nicor Gas provides through its base 
delivery service rates. It is appropriate that this service be provided and its 
costs recovered through a rider.  However, for numerous reasons, including 
those set forth below, the nature of the service is riskier than billing and 
collecting for regulated natural gas utility services.

First, Rider 17 is a newly proposed optional service.  Therefore, lack 
of Qualifying Alternative Gas Suppliers (“Q-AGS”) participation at 
any time in the future could impair Nicor Gas’ ability to recover its 
investment or earn its return.  

Second, there are currently only 21 Q-AGS certified by the 
Commission that could potentially participate in the program.  
Therefore, risk is concentrated within a single industry (alternative 
natural gas suppliers).   

Third, adequate cost recovery will be dependent on recovering a .5% 
discount from an unknown future level of Qualifying Receivables.  In 
the event that there are not enough receivables collected annually to 
equal Nicor Gas’ levelized five-year rate of return then participating 
Q-AGS will be billed the difference.  Again, recovering these capital 
costs will be dependent on successfully collecting unknown future 
amounts from customers and Q-AGS.

Fourth, changes in the cost of gas to Q-AGS, weather / volumes of gas 
consumed, numbers of eligible customers, numbers of participating Q-
AGS, changing levels of customer uncollectibles and payment 
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patterns, and lags in cost recovery will create volatility in cash flows 
and cost recovery on a monthly basis.  

Fifth, it is Nicor Gas’ understanding that the Illinois Attorney General 
has previously investigated certain Alternative Gas Suppliers for 
deceptive marketing practices.  Therefore, the risk of future litigation 
may impair the liquidity of Q-AGS, which could impair Nicor Gas’ 
ability to recover its investment.

Sixth, Rider 17 is appropriately designed to recover the costs of the 
PORCB service only from the customers eligible to receive the service 
and the Q-AGS (collectively, the cost causers).  However, there are 
currently only 269,000 residential and non-residential Customer Select 
customers, representing less than 13% of Nicor Gas’ customer base.  
Recovering fixed costs from a smaller pool of customers and 
discounted third-party receivables under an optional service is more 
risky than collecting for the provision of utility service through base 
rates for 2.2 million customers.

Seventh, the Rider 17 reconciliation process opens the Company up to 
claims of imprudent activities or improper cost recovery on a frequent 
basis.   

Eighth, the average residential customer pays Nicor Gas only $215 per 
year or about $.20 per therm for regulated delivery service.  In 
comparison, the magnitude of the Q-AGS’ commodity-related 
receivables could be double, triple or even four times this amount 
(e.g., $.40/therm to $.80/therm).  Therefore, the disallowance of third-
party receivables in a Rider 17 reconciliation case could eliminate the 
economic equivalent of years of an average residential utility 
customer’s regulated revenues for a utility service that was properly 
provided. 

Ninth, Nicor Gas may incur additional intangible costs such as 
reputational risk, reduced employee morale or loss of productivity 
associated with collecting Q-AGS’ receivables due to future conditions 
that are unforeseen at this time.  

Tenth, collecting past due receivables for Q-AGS’ services with 
unique terms, prices and conditions that are unfamiliar to Nicor Gas 
may present unknown risks to Nicor Gas as compared to collecting for 
its regulated utility services.   

Witness: Robert R. Mudra 
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