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ICC Cuts NICOR Rate Increase by $70 Million
        Approves modest increase of less than 2.5 percent for typical residential customers

The Illinois Commerce Commission (ICC) today approved new delivery rates for NICOR Gas Company after cutting the utility’s original request by $70 million.

NICOR originally filed a petition with the ICC (Docket 08-0363) seeking to increase annual revenue by $140.3 million, or approximately 25 percent over current revenue.

The Commission cut that request in half, and found that NICOR, which serves roughly 2.2 million customers in northern Illinois, proved its case to collect a $69 million increase, or an approximate 12.15 percent base rate revenue increase.
Rate base is the net level of investment that a utility company has dedicated to public service, on which it is entitled to earn a return.  Generally, rate base consists of book investment in plant, and working capital, less deductions that reflect other sources of funds.

Under this order, the typical, medium-sized residential customer will see their annual bill increase by approximately $2 to $3 per month depending on the season and gas usage.
The Commission set the rate of return on rate base for NICOR at 7.58 percent.  The Company requested an 8.25 percent rate of return.  

Reductions were made in a number of areas including: removal of the pension asset, reduction of the incentive compensation expense, reduction of uncollectibles expense and the balance of cash working capital, and removal of certain plant additions.  The inclusion of $256 million of short-term debt in the capital structure also reduced the requested increase.
The ICC recognized the importance of an Energy Efficiency Program, Rider EEP, to allow recovery of expenses associated with implementation of the program. ICC Chairman Charles Box said the energy efficiency programs are important tools for consumers trying to lower their energy costs through efficiencies, but acknowledged there are costs associated with such programs.  NICOR has committed to spend $13 million per year on energy efficiency rebates and incentive programs designed to lower usage and lessen customer demand for natural gas.

The Commission unanimously authorized a rate design in which NICOR will be allowed to recover 80 percent of its fixed costs via a monthly customer charge.  Commission Elliott said the Commission agreed it is appropriate to allocate a more stable revenue source for the company’s fixed delivery service costs.  He also noted that revenue stabilization removes the utility’s disincentive to promote higher levels of energy conservation, for example, Rider EEP.  The Commission also reduced the utility’s allowed revenue to reflect a reduction in risk.  This approach ensures a more predictable revenue source ensuring that the company will continue to provide safe, efficient and reliable delivery service.
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