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Q. Please state your name and business address. 1 

A.  My name is Philip Rukosuev, and my business address is 527 E. Capitol Avenue, 2 

Springfield, Illinois 62701. 3 

 4 

Q.  By whom are you employed and in what capacity? 5 

A.   I am currently employed by the Illinois Commerce Commission (“ICC” or 6 

“Commission”) as a Rates Analyst in the Rates Department of the Financial 7 

Analysis Division.  My responsibilities include rate design and cost of service 8 

analyses for electric, gas, water and sewer utilities and the preparation of 9 

testimony on rates and rate related matters. 10 

 11 

Q.  How long have you been employed by the Commission? 12 

A.  I have been employed by the Commission since September of 2008. 13 

 14 

Q.  Please discuss your educational and professional background. 15 

A.  I received a B.A. in Economics/Business Administration from the University of 16 

Illinois at Springfield in May of 2007.  I was previously employed by the Illinois 17 

Manufacturing Association as a Management Intern and by the Department of 18 

Healthcare and Family Services Weather Assistance Division as a Fiscal Intern. 19 

 20 

Q.  Have you previously testified before the Commission or any other 21 

regulatory bodies? 22 

A.  Yes, I have testified on several occasions before the Commission. 23 
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 24 

Q.  What is the purpose of your direct testimony? 25 

A.  The purpose of my testimony is to address Illinois-American Water Company‟s 26 

(“IAWC” or the “Company”) filing for a general increase in rates.  I will be 27 

presenting testimony concerning rate design issues for IAWC‟s Lincoln, Pekin 28 

and Chicago Metro Water and Sewer rate areas.  I will also discuss the 29 

residential single block rate structure, miscellaneous charges and uniformity of 30 

those charges across all the IAWC districts, fire protection charges and language 31 

changes. 32 

 33 

Q.  Are you familiar with the petition, testimony and exhibits presented by 34 

IAWC? 35 

A.  Yes, I have reviewed the testimony of Company witnesses Paul R. Herbert 36 

(IAWC Ex. 9.00) and Edward J. Grubb (IAWC Ex. 5.00). 37 

 38 

Q.  Are you sponsoring any schedules or attachments with your testimony?  39 

A.  No, I am not. 40 

 41 

Q.  Are you addressing the Company’s updated cost of service studies 42 

(“COSS”)? 43 

A. No, I am not. The updated cost of service studies are being addressed by Staff 44 

witness Lazare (Staff Ex. 6.0). 45 

 46 
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RATE DESIGN – OVERVIEW 47 

 48 

Q.  Has IAWC proposed a set of rates for retail customers in the Lincoln, Pekin, 49 

Chicago Metro Water and Chicago Metro Sewer rate areas? 50 

A. Yes.  The Company proposed an increase in existing rates based on an updated 51 

COSS to recover its proposed revenue requirements in these rate areas.  The 52 

proposed changes include changes to rate design, charges for all customers in 53 

all service classification, and other miscellaneous charges. 54 

 55 

Q.  What level of increases does the Company propose for the Lincoln, Pekin 56 

and Chicago Metro Districts? 57 

A. IAWC proposes that Lincoln, Pekin, Chicago Metro Water and Chicago Metro 58 

Sewer receive rate increases of 35.59%, 30.90%, 25.54% and 24.29%, 59 

respectively.  (IAWC Ex. 1.00, p. 11) 60 

 61 

Q.  Please describe the Company’s present rate structure and the changes 62 

proposed for the Lincoln, Pekin and Chicago Metro Districts. 63 

A. According to Mr. Herbert (IAWC Ex. 9.0, p. 3): 64 

In its direct evidence in Docket 08-0463, the Company 65 
proposed rates based on the revenue requirements 66 
authorized by the Commission in its Docket 07-0507 order. 67 
The Company also addressed the rate design matters 68 
referenced by the Commission in the Docket 07-0507 Order 69 
and made related rate design proposals... In this case, for 70 
each of IAWC‟s rate areas, I have prepared an update of the 71 
cost allocation studies that were submitted in Docket 08-72 
0463 (which were based on the revenue requirements 73 
approved in Docket 07-0507) to reflect the revenue 74 



Docket No. 09-0319 
ICC Staff Exhibit 5.0 

 

4 
 

requirements proposed in this case (“Proposed Revenue 75 
Requirement”). 76 
  77 

 Therefore, based on an update of the cost of service studies, the Company 78 

proposes an increase on existing rates to recover its proposed revenue 79 

requirement.   80 

 81 

Q. Please describe the rate design alternatives as proposed by the Company. 82 

A. The Company has considered the following rate design alternatives: 83 

 84 

Alternative 1 
(IAWC Ex. 9.05) 

Alternative 1A 
(IAWC Ex. 9.06) 

Alternative 2 
(IAWC Ex. 9.07) 

Alternative 3 
(IAWC Ex. 9.08) 

Alternative 
3A 

(IAWC Ex. 
9.09) 

Rates based on 
COSS, with 
revised 
customer 
charges and 
declining block 

Similar to Alt. 1 
but with single 
block structure 
for residential. 

Similar to Alt. 1 
but with inclining 
block structure. 

Similar to Alt. 
1A, with the 
inclusion of 
minimum 
system costs in 
fixed customer 
charge. 

Similar to 
Alt. 3, but 
combines 
Zone 1 and 
Champaign. 

 85 

Company witness Herbert indicates that the Company is proposing the rate 86 

design parameters under Alternative 3A to be adopted in this rate case.  The key 87 

features of this alternative are: Moving Champaign into Zone 1, uniform customer 88 

charges, block structures and usage charges have been implemented in Zone 1 89 

(with an exception of 5/8-inch customer charges for Champaign and South 90 

Beloit), moving additional fixed costs into the customer charge, adoption of a 91 

one-block rate structure for the residential class, and retention of the declining 92 

block structure for the non-residential class. (IAWC Ex. 9.00, p. 21) 93 
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 94 

Q. What rate design issues are you discussing? 95 

A. I am addressing the single block structure for residential customers and the 96 

declining block structure for non-residential customers as proposed by the 97 

Company in rate design Alternative 3A.  In addition, I will address bill impacts 98 

analysis, public and private fire protection charges. 99 

 100 

Q. Please explain the issues relating to the single and declining block 101 

structures. 102 

A. The Company is proposing a one-block rate structure for the residential class in 103 

all rate areas including Zone 1, which the Company believes better reflects the 104 

cost of service for the residential customer class.  Therefore, a high usage 105 

customer would not be subject to lower usage rates under a second block.  106 

 The advantage of having a single block rate for residential usage, the Company 107 

believes, is that this would essentially discourage excessive residential lawn 108 

irrigation and mitigate summer peak demand.  As Mr. Herbert explained: 109 

Large usage residential customers are likely using water for 110 
discretionary purposes such as watering lawns or other 111 
outdoor use. This class of customers has a poor load factor 112 
and uses water at times of high peak demands when 113 
supplies may be near capacity. Such usage should not be 114 
priced at a lower block rate than small users that use water 115 
for basic needs. With a single block structure, all residential 116 
usage is priced at the same rate.  117 
 118 

(IAWC Ex. 9.00, p. 16)  119 

 120 
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Q. Will non-residential customers be subject to a one-block rate structure 121 

under the Company’s proposal? 122 

A. No.  For this group of customers, the Company is proposing to maintain a 123 

declining block structure, which appropriately reflects cost of service.  As stated 124 

by Mr. Herbert:  125 

For non-residential customers, a declining block rate 126 
structure reflects that larger customers generally have better 127 
load factors and such usage can be appropriately priced at a 128 
lower rate. This is why the declining block structure was 129 
retained for non-residential customers. 130 
 131 

 (IAWC Ex. 9.00, p. 16)  132 

Non-residential users, who are large water users, usually have favorable cost of 133 

service characteristics that justify a declining block structure.  For example, “for 134 

large water users, system costs decline with increasing water usage.” (American 135 

Water Works Association: Manual of Water Supply Practices. Principles of Water 136 

Rates, Fees, and Charges.)  The average cost to serve such customers falls as 137 

their usage is more evenly distributed throughout the year.  In addition, Mr. 138 

Herbert explained: 139 

[A] declining block rate structure is not designed to provide 140 
quantity discounts or lower rates simply because water is 141 
sold in large volumes. The declining block rate structure 142 
offers a mechanism to recover cost differences based on 143 
class water use and demand characteristics in a fair and 144 
equitable manner. 145 
 146 

 (Id.) 147 

 148 

Q. How did the Company calculate the single block rate for residential 149 

customers? 150 
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A.  The single block rate was determined for residential customers, as stated by Mr. 151 

Herbert, in the following manner:  152 

I divided the total residential consumption related revenue in 153 
Alternative 1 by the total residential consumption in each 154 
district. This is the average consumption rate for the 155 
residential class. When this average rate is applied to all rate 156 
blocks in Alternative 1 (or to the total usage), it produces the 157 
same level of revenue for the residential class.   158 
 159 
(IAWC Ex. 9.00, pp. 15-16) 160 

 161 

Q. Do you find the Company’s proposals reasonable? 162 

A. Yes, I consider a one-block structure for residential customers and a declining 163 

block structure for non-residential customers to be reasonable.  I believe that a 164 

single block rate structure would better reflect the residential class‟ COSS since 165 

that class has a poor load factor.1  In addition, a single block structure would 166 

provide simplicity, that is, a less complex rate structure that can be easily 167 

understood by customers and provide an incentive to conserve water through a 168 

usage-based price signal.  For the Company, a single block structure would 169 

provide a sense of predictability and more stability in revenues. 170 

 171 

 In addition, as stated earlier, since non-residential customers have better load 172 

factors (i.e., a better relationship between peak demand and average annual 173 

demand), usage can be appropriately priced at a lower rate, and better reflect the 174 

cost of service characteristics for that class. 175 

                                            
1
Load factor is the ratio of average electricity consumption to the peak consumption in a business premises during a specific period.  

It shows whether the electricity consumption in a business is stable or has extreme peaks. The lower the load factor the more 
'peaky' the loads. A very poor load factor would be less than 20%. (http://www.rmdservice.com/guidance/glossary.htm#l) 
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 176 

Q. What do you recommend? 177 

A. For all rate areas, I recommend that the Company‟s proposal of a one-block rate 178 

structure for the residential customer class and retention of a declining block rate 179 

structure for the non-residential customers be approved.  180 

 181 

Q.  Have you developed an alternative set of usage rates for Lincoln, Pekin, 182 

Chicago Metro Water, and Chicago Metro Sewer? 183 

A. Not at this point.  An alternative set of rates will be presented in my rebuttal 184 

testimony that will recover the revenue requirement recommended by Staff.  185 

 186 

BILL IMPACTS - OVERVIEW 187 

 188 

Q.  Has the Company presented an analysis of the bill impacts associated with 189 

its proposed rates? 190 

A. Yes.  That analysis was presented in response to Staff Data Request PR 1.01. 191 

 192 

Q.  What do the results show? 193 

A. The results indicate that the proposed increases will not be evenly distributed 194 

among retail customers under the Company‟s proposed rates.  That result is 195 

logical given that the Company is proposing new rates based on cost of service, 196 

as opposed to an across-the-board increase.  Therefore, some classes of 197 

customers will receive a monthly bill impact higher than the Company‟s proposed 198 
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total revenue requirement percent increase while others will receive a lower 199 

monthly bill impact than the Company‟s proposed total revenue requirement 200 

percent increase.  A detailed discussion about the rates by rate class will be 201 

presented later in my testimony. 202 

 203 

Q.  Does the Company believe these bill impacts constitute rate shock? 204 

A. Company witness Grubb indicated in his reply to Staff Data Request PR 1.02 that 205 

the Company does not believe that it is proposing any rate increase that 206 

constitutes rate shock.  The Company recognizes that some increases may be 207 

considered significant and the Company has taken steps to mitigate the 208 

increases. 209 

 210 

Q.  Has the Company taken any measures to mitigate the increases? 211 

A. The Company believes that Lincoln, Pekin and Chicago Metro Districts do not 212 

have increases that are deemed to be significantly greater than the overall 213 

increase in the revenue requirement. Therefore, the Company has decided that 214 

specific mitigation measures are not necessary. (IAWC Response to Staff Data 215 

Request PR 4.01) 216 

 217 

LINCOLN DISTRICT 218 

Rates and Rate Design 219 

Q. Please explain the Company’s rate design proposal for the Lincoln District. 220 
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A. The following table shows a comparison of current and proposed residential and 221 

non-residential usage charges: 222 

 223 

 
Non-Residential Residential 

 
Current 

Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 

0 - 25 ccf $2.67 $3.70 38.80% $2.67 $3.70 38.80% 

26 - 1,000 ccf $2.01 $2.37 18.10% $2.01 $3.70 84.53% 

Over 1,000 
ccf $1.45 $1.76 21.04% $1.45 $3.70 154.66% 

 224 

 As discussed earlier, the Company is proposing to maintain a declining block rate 225 

structure for non-residential customers and proposes a one-block rate structure 226 

for residential customers.  Furthermore, the Company is proposing the following 227 

customer charges for residential (most residential customers have a 5/8 inch 228 

meter) and non-residential customers: 229 

 230 

Meter 
Size Current 

Company 
Proposed % Increase 

5/8" $7.91 $12.25 54.87% 

3/4" $17.80 $23.35 31.18% 

1" $24.72 $33.25 34.51% 

1 1/2" $45.49 $71.75 57.73% 

2" $67.25 $109.75 63.20% 

3" $100.88 $154.75 53.40% 

4" $154.28 $235.75 52.81% 

6" $280.87 $427.75 52.29% 

8" $485.10 $737.75 52.08% 

 231 

  232 

Q. Please discuss the billing determinants for the Lincoln District. 233 
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A. The Company was asked to explain the growth in future sales and billings on 234 

Schedule E-4, columns C and E, pages 156 - 159 for the Lincoln District.  The 235 

Company‟s response to Staff Data Request PR 2.03 indicates the following: 236 

  237 

  

Increase in Sales 
Volumes % 12/31/08 - 

12/31/09 

Increase in Sales 
Volumes %  12/31/09 - 

12/31/10 

Residential  2.40% -3.9% 

Commercial  21.30% -0.7% 

Industrial 39.80% -2.3% 

  238 

 According to the Company, for residential customers, 2009 sales volumes 239 

increased over 2008 partially because 2008 was a wetter and cooler year than 240 

past years.  For 2010, the Company made a downward adjustment to usage of 241 

4.1% from 2009 to reflect declining usage based upon a regression analysis of 242 

usage per customer per day.  The -3.9% is a result of the 4.1% downward 243 

adjustment being offset by a small expected increase in customer growth.  244 

  245 

 For commercial customers, the Company has stated that 2009 sales volumes 246 

were higher due to 2008 being a wetter and cooler year.  The Company budgeted 247 

2009 before the economic downturn that resulted in lower 2008 usages. 248 

Therefore, for 2010, the Company made a downward adjustment of 2.5% to all 249 

commercial sales to reflect lower usage experienced in 2009.  This adjustment 250 

was partially offset by a small increase in customer growth. 251 

  252 
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 For industrial customers, since 2009 was budgeted before the economic 253 

downturn which resulted in lower 2008 usages, the Company made an 254 

adjustment to reflect lower usage experienced in 2009.  Hence, the Company 255 

made a downward adjustment of 2.5% which was driven by the overall decrease 256 

in Illinois-American industrial sales.  This adjustment was partially offset by a 257 

small increase in customer growth. 258 

 259 

Q. Do you agree with the Company’s rate design proposal for the Lincoln 260 

District? 261 

A. Yes, I do.  I agree with the Company‟s proposed one-block rate structure for 262 

residential customers for the reasons cited above.  I also agree with maintaining 263 

a declining block structure for non-residential customers which better reflects the 264 

cost of service characteristics for that class. Finally, I agree that the billing 265 

determinants provided by the Company for the Lincoln District are thoroughly 266 

explained and are reasonable. 267 

 268 

Q. Do you agree with the Company’s proposed rates by class for the Lincoln 269 

District? 270 

A. No, I do not.  The Company is proposing charges based on its revenue 271 

requirement.  My rates will be proposed in my rebuttal testimony and will be 272 

based on Staff‟s proposed revenue requirement. 273 

 274 

Bill Impacts 275 
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Q.  What do the results of the Company’s analysis of the bill impacts show for 276 

the Lincoln District? 277 

A. Since the Company is basing its rates on a COSS, the percentage increases for 278 

individual charges will differ and, as a result, customer classes will not receive 279 

the same percentage increases in their bills.  As shown in the table below, the 280 

Company provided actual billing data for customers who represent the 1%, 20%, 281 

50%, 80% and 100% cumulative billing frequency by class.  These comparisons 282 

reflect the annual percentage bill increases that a broad range of residential 283 

customers would see under the Company‟s proposed rate design. 284 

 285 

Customer Class Cumulative 
Billing Frequency 

% Increase 
Residential 

% Increase 
Commercial 

% Increase 
Industrial 

1% 54.87% 54.87% 54.87% 

20% 45.58% 48.25% 43.33% 

50% 42.77% 43.12% 23.75% 

80% 41.31% 40.59% 21.63% 

100% 67.13% 20.83% 51.59% 

 286 

 The results show a fairly even distribution of the Company‟s proposed rate 287 

increases throughout the customer classes.  The rate increases for each class 288 

generally reflect the Company‟s overall proposed increase in the revenue 289 

requirement of 35.58%.   290 

 291 

However, an exception, as evident above, is the 1% and 100% Customer Class 292 

Cumulative Billing Frequency.  For the 1% billing frequency customer, the 293 

54.87% increase reflects an increase of the customer charge corresponding to 294 
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zero usage.  For the 100% billing frequency customer, specifically for the 295 

residential and industrial customer classes, high usage is being priced at a higher 296 

rate.  Even though the non-residential customers have a declining block 297 

structure, each step is priced higher than before.  Furthermore, residential 298 

customers are proposed to be charged on a single-block rate structure, and, 299 

therefore, are being charged a higher usage rate than before for all usage. It 300 

should be noted that the residential 100% Customer Class Cumulative Billing 301 

Frequency represents only about 1% - 2% of total billings. 302 

 303 

Q.       Do consider the above bill impacts to be a rate shock? 304 

A.       Even though the percentage increases are high, they are primarily driven by the 305 

overall Company proposed revenue requirement increase.  Under the 306 

Company‟s proposed rate design, the following monthly dollar impact amounts 307 

can be expected for the broad range of customers:   308 

 309 

Customer Class 
Cumulative Billing 

Frequency 

Monthly $ 
Increase 

Residential 

Monthly  $ 
Increase 

Commercial 

Monthly  $ 
Increase 
Industrial 

1% $4.34 $4.34 $4.34 

20% $8.55 $6.49 $12.17 

50% $13.71 $12.68 $75.09 

80% $20.94 $63.05 $1,536.46 

100% $165.42 $337.56 $1,636.82 

 310 

 Although, in general, no increase in either percentage or absolute dollar terms is 311 

significantly different from the overall proposed revenue requirement increase, 312 

the 100% Customer Class Cumulative Billing Frequency – Residential, and 80% 313 
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- 100 % Customer Class Cumulative Billing Frequency – Industrial may 314 

nevertheless experience sizeable monthly dollar impacts. 315 

 316 

 Therefore, I reserve the right to propose mitigation measures for the 100% 317 

Customer Class Cumulative Billing Frequency – Residential, and 80% - 100 % 318 

Customer Class Cumulative Billing Frequency – Industrial discussed above in my 319 

rebuttal testimony.  In this testimony, I am not proposing new rates. 320 

 321 

 In addition, it should be mentioned that base water rates, the QIP surcharge, 322 

public fire charges and the municipal fees are included in the calculations of the 323 

above bill impacts.  However, purchased water surcharges are not included.  The 324 

inclusion of purchased water surcharges would cause the above mentioned bill 325 

impacts to be lower. However, I do not yet have the required information (i.e., 326 

Company revised bill impact analysis that incorporates purchased water 327 

surcharges) to be presented in my direct testimony.  My proposed rates along 328 

with the bill impacts analysis that takes into consideration all rate components 329 

including the purchased water surcharges will be presented in my rebuttal 330 

testimony. 331 

 332 

Q.  Have you developed an alternative set of rates for the Lincoln District? 333 

A. No.  As indicated earlier, an alternative set of rates will be presented in my 334 

rebuttal testimony and will be designed to recover the revenue requirement 335 
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recommended by Staff.  I will also present an analysis of the bill impacts of my  336 

rates in my rebuttal testimony.  337 

 338 

PEKIN DISTRICT 339 

Rates and Rate Design 340 

Q. Please explain the Company’s rate design proposal for the Pekin District. 341 

A. The following table shows a comparison of current and proposed residential and 342 

non-residential usage charges: 343 

 344 

 
Non-Residential Residential 

 
Current 

Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 

0 - 25 ccf $1.61 $1.91 18.14% $1.61 $1.87 15.66% 

26 - 1,000 ccf $0.68 $0.90 32.10% $0.68 $1.87 173.89% 

Over 1,000 
ccf $0.61 $0.85 38.98% $0.61 $1.87 205.10% 

 345 

 As discussed earlier, the Company is proposing to maintain a declining block rate 346 

structure for non-residential customers and proposes a one-block rate structure 347 

for residential customers.  Furthermore the Company is proposing the following 348 

for both residential and non-residential customers: 349 

 350 

Meter 
Size Current 

Company 
Proposed 

% 
Increase 

5/8" $12.74 $17.75 39.32% 

3/4" $15.17 $23.35 53.92% 

1" $24.87 $33.25 33.70% 

1 1/2" $55.20 $71.75 29.98% 

2" $85.54 $109.75 28.30% 
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3" $164.40 $209.75 27.59% 

4" $273.59 $348.75 27.47% 

6" $540.52 $686.75 27.05% 

8" $862.04 $1,094.75 27.00% 

 351 

Q. Please discuss the billing determinants for the Pekin District. 352 

A. The Company was asked to explain the growth in future sales and billings 353 

(Columns C and E) on Schedule E-4 for Pekin‟s District on pages 142, 143, and 354 

145.  The Company‟s response to Staff Data Request PR 2.03 indicates the 355 

following: 356 

 357 

 

Increase in Sales 
Volumes % 12/31/08 - 

12/31/09 

Increase in Sales 
Volumes %  12/31/09 - 

12/31/10 

Residential  8.10% -3.9% 

Commercial  5.20% -1.0% 

Industrial 11.24% -45.0% 

 358 

 According to the Company, for residential customers, 2009 sales volumes were 359 

increased over 2008 partially because 2008 was a wetter and cooler year than 360 

past years.  For 2010, the Company made a downward adjustment to usage of 361 

4.1% from 2009 to reflect declining usage based upon a regression analysis of 362 

usage per customer per day.  The -3.9% is a result of the 4.1% downward 363 

adjustment being offset by a small increase in customer growth.  364 

  365 

 For commercial customers, 2009 sales volumes were higher due to 2008 being a 366 

wetter and cooler year.  Also, the Company budgeted 2009 before the economic 367 

downturn that resulted in lower 2008 usages.  Therefore, for 2010, the Company 368 
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made a downward adjustment of 1.0% to all commercial sales to reflect lower 369 

usage experienced in 2009.  This adjustment was partially offset by a small 370 

increase in customer growth. 371 

  372 

 For industrial customers, since 2009 was budgeted before the economic 373 

downturn which resulted in lower 2008 usage, the Company made an adjustment 374 

to reflect lower usage experienced in 2009.  Hence, the Company made a 375 

downward adjustment of 45% which was driven by the overall decrease in Pekin 376 

industrial sales coupled with a large decrease for one large Pekin industrial 377 

customer. 378 

 379 

Q. Do you agree with the Company’s rates design proposal for the Pekin 380 

District? 381 

A. Yes, I do.  I agree with the Company‟s proposed one-block rate structure for 382 

residential customers for the reasons cited above.  I also agree with maintaining 383 

a declining block rate structure for non-residential customers which better reflects 384 

the cost of service characteristics for that class.  Lastly, I agree that the billing 385 

determinants provided by the Company for the Lincoln district are thoroughly 386 

explained and are reasonable. 387 

 388 

Q. Do you agree with the Company’s rates proposal by class for the Pekin 389 

District? 390 
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A. No, I do not.  My disagreement stems from the fact that the Company is 391 

proposing charges based on its revenue requirement.  My proposed rates will be 392 

based on Staff‟s proposed revenue requirement. 393 

 394 

Q.  Have you developed an alternative set of rates for the Pekin District? 395 

A. No.  As indicated earlier, an alternative set of rates will be presented in my 396 

rebuttal testimony that recovers the revenue requirement recommended by Staff.  397 

 398 

Bill Impacts 399 

Q.  What do the results of the Company’s analysis of the bill impacts show for 400 

the Pekin District? 401 

A. Since the Company is basing its rates on a COSS, the percentage increases for 402 

individual charges will differ and, as a result, customer classes will not receive 403 

the same percentage increases in their bills.  As shown in the table below, the 404 

Company provided actual billing data for customers who represent the 1%, 20%, 405 

50%, 80% and 100% cumulative billing frequency by class.  These comparisons 406 

reflect the annual percentage bill increases that a broad range of residential 407 

customers would see under the Company‟s proposed rate design. 408 

 409 

Customer Class 
Cumulative Billing 

Frequency 
% Increase 
Residential 

% Increase 
Commercial 

% Increase 
Industrial 

1% 39.32% 39.32% 39.32% 

20% 34.41% 36.79% 25.14% 

50% 30.08% 31.05% 28.93% 

80% 26.68% 28.26% 36.55% 



Docket No. 09-0319 
ICC Staff Exhibit 5.0 

 

20 
 

100% 126.63% 30.43% 47.45% 

 410 

 The results show a fairly even distribution of the Company‟s proposed rate 411 

increases throughout the customer classes.  The rate increases for each class 412 

generally reflect the Company‟s overall proposed increase in the revenue 413 

requirement of 35.58%.   414 

 415 

However, an exception, as evident above, is the 1% and 100% Customer Class 416 

Cumulative Billing Frequency.  For the 1% billing frequency customer, the 417 

39.32% increase reflects an increase of the customer charge corresponding to 418 

zero usage. For the 100% billing frequency customer, specifically for the 419 

residential and industrial customer classes, high usage is being priced at a higher 420 

rate.  Even though the non-residential customers have a declining block rate 421 

structure, each step is priced higher than before.  Furthermore, residential 422 

customers are proposed to be charged on a single-block rate structure, and, 423 

therefore, are being charged a higher usage rate than before for all usage. It 424 

should be noted that the residential 100% Customer Class Cumulative Billing 425 

Frequency represents only about 1% of total billings. 426 

 427 

Q.       Do you consider the above bill impacts to constitute rate shock? 428 

A.       Even though the percentage increases are high, they are primarily driven by the 429 

overall Company proposed revenue requirement increase.  Under the 430 

Company‟s proposed rate design, the following monthly dollar impact amounts 431 

can be expected for the broad range of customers:   432 
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 433 

Customer Class 
Cumulative Billing 

Frequency 

Monthly $ 
Increase 

Residential 

Monthly  $ 
Increase 

Commercial 

Monthly  $ 
Increase 
Industrial 

1% $5.01 $5.01 $5.01 

20% $5.53 $5.32 $34.61 

50% $6.29 $6.49 $172.78 

80% $7.30 $15.19 $692.00 

100% $199.88 $157.34 $22,239.74 

 434 

 Increases of the magnitudes that are seen in both percentage and absolute dollar 435 

terms, with an exception of the highest use customers, indicate  a relatively even 436 

distribution of bill impacts relative to the overall percentage increase in the 437 

revenue requirement.  438 

  439 

 With the exception of the 100% Customer Class Cumulative Billing Frequency – 440 

Residential, and 100 % Customer Class Cumulative Billing Frequency – 441 

Industrial no increase in either percentage or absolute dollar terms is significantly 442 

different from the overall proposed revenue requirement increase.  For residential 443 

customers in the highest usage tier, a single block rate structure should provide 444 

an incentive to conserve water through a usage-based price signal.  Overall, the 445 

effect of the changes varies depending on the level of water use, size of meter, 446 

service classification and other factors. 447 

 448 

 As mentioned above, a likely area of concern is the 100% Customer Class 449 

Cumulative Billing Frequency – Industrial.  This class will experience a significant 450 

increase in both percentage and absolute dollar terms under the proposed rates. 451 
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Therefore, I reserve the right to propose mitigation measures in my rebuttal 452 

testimony to that particular class of customers. In this testimony, I am not 453 

proposing new rates. 454 

 455 

 In addition, it should be mentioned that base water rates, the QIP surcharge, 456 

public fire charges and the municipal fees are included in the calculations of the 457 

above bill impacts. However, purchased water surcharges are not.  The inclusion 458 

of purchased water surcharges would cause the above mentioned bill impacts to 459 

be lower.  However, I do not yet have the required information (i.e., Company 460 

revised bill impact analysis that incorporates purchased water surcharges) to be 461 

presented in my direct testimony.  My proposed rates along with the bill impacts 462 

analysis that takes into consideration all rate components including the 463 

purchased water surcharges will be presented in my rebuttal testimony. 464 

 465 

CHICAGO METRO WATER DISTRICT 466 

 Rates and Rate Design 467 

Q. Please explain the Company’s rate design proposal for the Chicago Metro 468 

Water District. 469 

A. The following table shows a comparison of current and proposed residential and 470 

non-residential usage charges: 471 

 472 

Chicago 
Metro Lake 

Non-Residential Residential 

Current 
Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 

1st block $2.7822  $3.9170  41% $2.7822  $3.9170  41% 
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2nd block $1.8625  $2.7510  48% $1.8625  $3.9170  110% 

 473 

Chicago 
Metro Well 

Non-Residential Residential 

Current 
Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 

1st block $2.6904  $4.0570  51% $2.6904  $4.0570  51% 

2nd block $1.7706  $2.8910  63% $1.7706  $4.0570  129% 

 474 

Chicago 
Metro 

Moreland 

Non-Residential Residential 

Current 
Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 

1st block $1.3107  $1.8486  41% $1.3107  $1.8686  43% 

2nd block $0.8737  $1.2323  41% $0.8737  $1.8686  114% 

 475 

 As discussed earlier, the Company is proposing to maintain a declining block 476 

structure for non-residential customers and propose a single-block rate structure 477 

for residential customers.  Furthermore, the Company is proposing the following 478 

for both residential and non-residential customers: 479 

 480 

Size Current 
Company 
Proposed % Increase 

5/8" $9.75  $15.25  56.41% 

3/4" $12.91  $20.20  56.47% 

1" $19.23  $30.10  56.53% 

1 1/2" $34.77  $54.40  56.46% 

2" $53.73  $84.00  56.34% 

3" $97.98  $153.30  56.46% 

4" $160.14  $250.50  56.43% 

6" $318.17  $497.70  56.43% 

8" $506.76  $792.60  56.41% 

 481 

Q. Please discuss the billing determinants for the Chicago Metro Water 482 

District. 483 
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A. The Company was asked to explain the growth in future sales and billings 484 

(Columns C and E) on Schedule E-4 for Chicago Metro District (Combined) on 485 

pages 142, 143, and 145.  The Company‟s response to Staff Data Request PR 486 

2.03 indicates the following: 487 

 488 

  

Increase in Sales 
Volumes % 12/31/08 - 

12/31/09 

Increase in Sales 
Volumes %  12/31/09 - 

12/31/10 

Residential  10.8% -3.9% 

Commercial & 
Large 

Commercial 5.0% -2.3% 

Industrial 54.1% -1.2% 

 489 

 According to the Company, for residential customers, 2009 sales volumes were 490 

increased over 2008 partially because 2008 was a wetter and cooler year than 491 

past years.  For 2010, the Company made a downward adjustment to usage of 492 

4.1% from 2009 to reflect declining usage based upon a regression analysis of 493 

usage per customer per day.  The -3.9% is a result of the 4.1% downward 494 

adjustment being offset by a small increase in customer growth.  495 

  496 

 For commercial and large commercial customers, 2009 sales volumes were 497 

higher due to 2008 being a wetter and cooler year.  Also, the Company budgeted 498 

2009 before the economic downturn that resulted in lower 2008 usages. 499 

Therefore, for 2010, the Company made a downward adjustment to all 500 

commercial sales to reflect lower usage experienced in 2009.  This adjustment 501 

was partially offset by a small increase in customer growth. 502 
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  503 

 For industrial customers, 2009 was budgeted before the economic downturn 504 

which resulted in lower 2008 usages.  Hence, the Company made a downward 505 

adjustment of 1.2% to reflect declining usage. 506 

 507 

Q. Do you agree with the Company’s rates design proposal for the Chicago 508 

Metro Water District? 509 

A. Yes, I do.  I agree with the Company‟s proposed one-block rate structure for 510 

residential customers for the reasons cited above. I also agree with maintaining a 511 

declining block rate structure for non-residential customers which better reflects 512 

the cost of service characteristics for that class.  Lastly, I agree that the billing 513 

determinants provided by the Company for the Chicago Metro Water District are 514 

thoroughly explained and are reasonable. 515 

 516 

Q. Do you agree with the Company’s rates proposal by class for the Chicago 517 

Metro Water District? 518 

A.   No, I do not.  The Company is proposing charges based on its revenue 519 

requirement.  My proposed rates will be based on Staff‟s proposed revenue 520 

requirement. 521 

 522 

Q.  Have you developed an alternative set of rates for the Chicago Metro Water 523 

District? 524 
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A.   No.  As indicated earlier, an alternative set of rates will be presented in my 525 

rebuttal testimony that will recover the revenue requirement recommended by 526 

Staff.  527 

 528 

Bill Impacts 529 

Q.  What do the results of the Company’s analysis of the bill impacts show for 530 

the Chicago Metro Water District? 531 

A. Since the Company is basing its rates on a COSS, the percentage increases for 532 

individual charges will differ and, as a result, customer classes will not receive 533 

the same percentage increases in their bills. As shown in the table below, the 534 

Company provided actual billing data for customers who represent the 1%, 20%, 535 

50%, 80% and 100% cumulative billing frequency by class.  These comparisons 536 

reflect the annual percentage bill increases that a broad range of residential 537 

customers would see under the Company‟s proposed rate design. 538 

 539 

Chicago Metro Lake Water 540 

Customer Class 
Cumulative Billing 

Frequency 
% Increase 
Residential 

% Increase 
Commercial 

% Increase 
Industrial 

1% 56.41% 56.41% 56.41% 

20% 31.50% 44.15% 56.41% 

50% 33.03% 26.55% 56.41% 

80% 26.19% 19.23% 56.41% 

100% 56.41% 19.37% 56.41% 

 541 

Chicago Metro Moreland Water 542 
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Customer Class 
Cumulative Billing 

Frequency 
% Increase 
Residential 

% Increase 
Commercial 

% Increase 
Industrial 

1% 56.41% 56.41% 56.41% 

20% 43.66% 56.41% 56.41% 

50% 39.48% 56.41% 56.41% 

80% 41.37% 44.99% 56.41% 

100% 56.41% 25.39% 56.41% 

 543 
 544 

Chicago Metro Well Water 545 
 546 

Customer Class 
Cumulative Billing 

Frequency 
% Increase 
Residential 

% Increase 
Commercial 

% Increase 
Industrial 

1% 56.41% 56.41% 56.41% 

20% 54.66% 55.42% 56.41% 

50% 53.15% 53.12% 56.41% 

80% 52.55% 30.62% 56.41% 

100% 51.27% 54.41% 56.41% 

 547 

 The results show a fairly even distribution of the Company‟s proposed rate 548 

increases throughout the customer classes.  The rate increases for each class 549 

generally reflect the Company‟s overall proposed increase in the revenue 550 

requirement of 44.73%, 50.19%, and 52.89% for Chicago Lake, Chicago 551 

Moreland, and Chicago Well, respectively.  It should be noted that industrial 552 

customers have zero usage at all cumulative billing frequencies.  553 

 554 

 As mentioned earlier, heavy usage is being priced at a higher rate.  Even though 555 

the non-residential customers have a declining block rate structure, each step is 556 

priced relatively higher than before.  Furthermore, residential customers are on a 557 

single-block rate structure, and therefore are being charged a higher usage rate 558 

than before at the same usage level. 559 
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 560 

Q.       Do consider the above bill impacts to constitute rate shock? 561 

A.       Generally, no.  Even though the percentage increases are high, they are 562 

primarily driven by the overall Company proposed revenue requirement increase.  563 

Under the Company‟s proposed rate design, the following monthly dollar impact 564 

amounts can be expected for the broad range of customers:   565 

Chicago Metro Lake Water 566 

   
Customer Class 

Cumulative Billing 
Frequency 

Monthly $ 
Increase 

Residential 

Monthly  $ 
Increase 

Commercial 

Monthly  $ 
Increase 
Industrial 

1% $5.50 $5.50 $5.50 

20% $8.90 $8.42 $5.50 

50% $16.54 $12.03 $5.50 

80% $16.49 $52.15 $5.50 

100% $5.50 $1,009.08 $5.50 

 567 

Chicago Metro Moreland Water 568 

   
Customer Class 

Cumulative Billing 
Frequency 

Monthly $ 
Increase 

Residential 

Monthly  $ 
Increase 

Commercial 

Monthly  $ 
Increase 
Industrial 

1% $5.50 $5.50 $5.50 

20% $7.11 $5.50 $5.50 

50% $8.25 $5.50 $5.50 

80% $15.17 $35.77 $92.35 

100% $5.50 $19.45 $184.96 

 569 

Chicago Metro Well Water 570 
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Customer Class 
Cumulative Billing 

Frequency 

Monthly $ 
Increase 

Residential 

Monthly  $ 
Increase 

Commercial 

Monthly  $ 
Increase 
Industrial 

1% $5.50 $5.50 $5.50 

20% $15.58 $6.56 $5.50 

50% $12.33 $12.48 $5.50 

80% $16.43 $23.36 $5.50 

100% $212.62 $5.50 $5.50 

 571 

 Increases of the magnitudes that are seen in both percentage and absolute dollar 572 

terms indicate a relatively even distribution of bill impacts relative to the overall 573 

percentage increase in the revenue requirement.  574 

 575 

 Although, in general, no increase in percentage terms is significantly different 576 

from the overall proposed revenue requirement percentage increase, the 100% 577 

Customer Class Cumulative Billing Frequency – Residential (Well Water), and 578 

100 % Customer Class Cumulative Billing Frequency – Commercial (Lake Water) 579 

may nevertheless experience sizeable monthly dollar impacts though their overall 580 

percentage increases may be in line with the proposed revenue requirement 581 

percentage increase. 582 

 583 

 For residential customers in the highest usage tier, a single block rate structure 584 

should provide an incentive to conserve water through a usage-based price 585 

signal.  Overall, the effect of the changes varies depending on the level of water 586 

use, size of meter, service classification and other factors. 587 

   588 
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 Therefore, I reserve the right to propose mitigation measures for the 100% 589 

customer class cumulative billing frequency discussed above in my rebuttal 590 

testimony.  In this testimony, I am not proposing new rates. 591 

 592 

 In addition, it should be mentioned that base water rates, the QIP surcharge, 593 

public fire charges and the municipal fees are included in the calculations of the 594 

above bill impacts.  However, purchased water surcharges are not.  The 595 

inclusion of purchased water surcharges would cause the above mentioned bill 596 

impacts to be lower.  However, I do not yet have the required information (i.e., 597 

Company revised bill impact analysis that incorporates purchased water 598 

surcharges) to be presented in my direct testimony.  My proposed rates along 599 

with the bill impacts analysis that takes into consideration all rate components 600 

including the purchased water surcharges will be presented in my rebuttal 601 

testimony. 602 

 603 

Q.  Are there any other issues to discuss? 604 

A. Yes, there are.  Looking at the above data, specifically for Chicago Metro Lake 605 

Water (Residential 100%), Chicago Metro Moreland Water (Residential 100%), 606 

and Chicago Metro Well Water (Commercial 100%), it appears that the bill 607 

impact analysis contains some data input errors.  The above mentioned bill 608 

frequency analyses indicate a 5.50$ increase in their monthly bills, which is 609 

irrational. While the 1%, 20%, 50% and 80% bill frequency analyses show usage, 610 
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at the 100% level, no usage is shown. However, a 100% bill frequency 611 

constitutes a high usage customer.  Therefore, no usage appears to be an error. 612 

 Therefore, I will present the corrected bill impact analysis in my rebuttal 613 

testimony which will reflect the corrected usage patterns. 614 

 615 

CHICAGO METRO SEWER DISTRICT  616 

 Rates and Rate Design 617 

Q.  Please explain Company’s rate proposal for the Chicago Metro Sewer 618 

District. 619 

A. Referring to the COSS (IAWC Ex. 9.01, Schedule A-CMWW, CMWW-1), the cost 620 

of service for Collection and Treatment service is $9,401,707, whereas the 621 

Company is currently recovering only $4,257,096 at the present rates, or 39.0% 622 

recovery of cost of service.  The Company is proposing a 63.5% increase in rates 623 

for Collection and Treatment service customers that would produce revenues of 624 

$6,960,087, or a 50.5% recovery of cost of service.  The Company is proposing a 625 

single block rate structure for residential customers and a two-block rate 626 

structure for non-residential customers.  Furthermore, the Company is proposing 627 

to leave the rates for Collection Only customers unchanged.  The following table 628 

shows a comparison of current and proposed residential and non-residential 629 

general sanitary charges: 630 

 631 

Customer 
Charges Non-Residential Residential 

COLLECTION 
AND Current 

Company 
Proposed 

% 
Increase Current 

Company 
Proposed 

% 
Increase 
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TREATMENT 

Base $16.42 $37.00 125.33% $26.07 $42.04 61.26% 

Multi Unit       $20.86 $33.63 61.22% 

 632 

Consumption Charges Residential 

COLLECTION AND 
TREATMENT Current 

Company 
Proposed 

% 
Increase 

First 1.33 ccf $0.0000 $0.0000 0% 

Next 9.33 ccf $2.8418 $3.7880 33% 

Over 10.66 ccf $1.4483 $3.7880 162% 

 
Non-Residential 

 
Current 

Company 
Proposed 

% 
Increase 

First 26.67 ccf $2.3415 $3.7880 62% 

Over 26.67 ccf $1.4225 $3.4090 140% 

 633 

Q.  Does the Company propose any changes for Collection Only customers? 634 

A. No.  As mentioned earlier, Collection Only customers are already contributing 635 

revenues in excess of their costs, therefore, no change is being proposed to this 636 

class of customers. 637 

 638 

Q. Please discuss the billing determinants for the Chicago Metro Sewer 639 

District. 640 

A. The Company was asked to explain the zero growth in future sales and billings 641 

(Column E) on Schedule E-4 for the Chicago Metro Sewer District on pages 226-642 

229. Company witness Kerckhove stated that:  643 

Between December 2007 and December 2008, the number 644 
of waste water customers declined by 0.11%.  In addition, 645 
the Company experienced a decline in the average water 646 
usage per customer in that time period that is reflected in the 647 
test year for water sales (per capita sales volume). The 648 
Company therefore projects that there will be zero growth in 649 



Docket No. 09-0319 
ICC Staff Exhibit 5.0 

 

33 
 

waste water sales and billings in the test year. By reflecting 650 
zero growth in future waste water billings, the Company has 651 
taken a conservative view of customer growth for waste 652 
water sales and billings. 653 
 654 

 (IAWC Response to Staff Data Request PR 2.04) 655 
 656 

Q. Do you agree with the Company’s rates design proposal for Chicago Metro 657 

Sewer District? 658 

A. Yes, I do. I agree with the Company‟s proposed one-block rate structure for 659 

residential customers for the reasons cited above.  I also agree with maintaining 660 

a declining two-block rate structure for non-residential customers which better 661 

reflects the cost of service characteristics for that class.  Finally, I agree that the 662 

billing determinants provided by the Company for the Chicago Metro Sewer 663 

District are thoroughly explained and are reasonable. 664 

 665 

Q. Do you agree with the Company’s rate proposal for the Chicago Metro 666 

Sewer District? 667 

A. No, I do not.  The Company is proposing charges based on its revenue 668 

requirement.  My proposed rates will be based on Staff‟s proposed revenue 669 

requirement. 670 

 671 

Q.  Have you developed an alternative set of rates for the Chicago Metro Sewer 672 

District? 673 
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A. No.  As indicated earlier, an alternative set of rates will be presented in my 674 

rebuttal testimony and these rates will recover Staff‟s proposed revenue 675 

requirement.   676 

 677 

Bill Impacts 678 

Q.  What do the results of the Company’s analysis of the bill impacts show for 679 

the Chicago Metro Sewer District? 680 

A. Since the Company is basing its rates on a COSS, the percentage increases for 681 

individual charges will differ and, as a result, customer classes will not receive 682 

the same percentage increases in their bills.  As shown in the table below, the 683 

Company provided actual billing data for customers who represent the 1%, 20%, 684 

50%, 80% and 100% cumulative billing frequency by class.  These comparisons 685 

reflect the annual percentage bill increases that a broad range of residential 686 

customers would see under the Company‟s proposed rate design. 687 

 688 

Chicago Metro Collection and Treatment 689 

Customer Class 
Cumulative Billing 

Frequency 
% Increase 
Residential 

% Increase 
Multi Unit 

Resd’l. 
% Increase 
Commercial 

% Increase 
Industrial 

1% 59.96% 59.62% 125.33% 125.33% 

20% 54.91% 54.16% 117.40% 125.33% 

50% 82.66% 84.22% 93.33% 125.33% 

80% 98.07% 100.20% 90.18% 125.33% 

100% 109.04% 111.31% 130.07% 125.33% 

 690 

 The results show a fairly even distribution of the Company‟s proposed rate 691 

increases throughout the customer classes.  However, the rate increases for 692 
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each class does not reflect the Company‟s overall proposed increase in the 693 

revenue requirement of 24.29%.   694 

 695 

The 1% billing frequency customer reflects an increase of the customer charge 696 

corresponding to zero usage.  For the other billing frequency customers, high 697 

usage is being priced at a higher rate.  Even though the non-residential 698 

customers have a declining block structure, each step is priced higher than 699 

before.  The 125% increase shown for the Industrial customers reflects an 700 

increase in customer charges from $16.42 to $37.00, corresponding to zero 701 

usage.  (According to the Company, there are no Waste Water Industrial 702 

customers.)  Furthermore, residential customers are proposed to be charged on 703 

a single-block rate structure, and, therefore, are being charged a higher usage 704 

rate than before for all usage.  It should be noted that the residential 100% 705 

Customer Class Cumulative Billing Frequency represents only about 1% of total 706 

billings. 707 

 708 

Q.       Do consider the above bill impacts to constitute rate shock? 709 

A.   To some extent, yes.  However, even though the percentage increases are high, 710 

they are primarily driven by the overall Company proposed revenue requirement 711 

increase.  Under the Company‟s proposed rate design, the following monthly 712 

dollar impact amounts can be expected for the broad range of customers:   713 

 714 
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Customer Class Cumulative 
Billing Frequency 

Monthly $ 
Increase 

Residential 

Monthly $ 
Increase 
Multi Unit 

Resd'l. 

Monthly  $ 
Increase 

Commercial 

Monthly  
$ 

Increase 
Industrial 

1% $16.39 $13.19 $20.58 $20.58 

20% $27.44 $24.24 $22.03 $20.58 

50% $63.03 $59.83 $30.87 $20.58 

80% $92.92 $89.72 $92.92 $20.58 

100% $124.90 $121.70 $691.69 $20.58 

 715 

 Bill impact analysis shows that, relative to usage, high volume users will see a 716 

noticeable impact on their bills. As pointed out by Company Witness Herbert: 717 

The cost allocation results show that under the allowed rates 718 
in the last case, the Collection Only customers are 719 
contributing revenue in excess of their costs and the 720 
Collection and Treatment Only customers are contributing 721 
revenues far less than their costs…For Collection and 722 
Treatment customers, the proposed rates begin to move 723 
toward the cost for providing such service and also include a 724 
fixed charge, a single-block consumption charge for 725 
residential and a two-block consumption charge for non-726 
residential.  727 
 728 

(IAWC Ex. 9.00, pp. 22-23)   729 

 730 

 As discussed earlier, the cost of service for Collection and Treatment service is 731 

$9,401,707, whereas the Company currently is recovering only $4,257,096 at the 732 

present rates, or 39.0% recovery of cost of service.  (IAWC Ex. 9.01, Schedule 733 

A-CMWW, CMWW-1.)  Therefore, in order to align revenues closer to costs, an 734 

increase in sewer rates is necessary, and in some cases, as bill impact analysis 735 

shows, produces significant increases for high volume users.  Overall, the effect 736 

of the changes varies depending on the level of water use, size of meter, service 737 

classification and other factors. 738 
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 739 

 Therefore, I reserve the right to propose mitigation measures for the 50% through 740 

100% customer class cumulative billing frequency in my rebuttal testimony.  In 741 

this testimony, I am not proposing new rates. 742 

 743 

 Lastly, as indicated in earlier sections, my proposed rates along with the bill 744 

 impacts analysis that takes into consideration all rate components including the 745 

 purchased water surcharges will be presented in my rebuttal testimony. 746 

 747 

FIRE PROTECTION CHARGES 748 

 749 

Q.  Please describe your analysis of public fire protection charges for the 750 

Lincoln, Pekin, and Chicago Metro Water District tariff groups. 751 

A. Referring to the Company‟s proposed COSS for Lincoln (IAWC Ex. 9.01, 752 

Schedule A-LIN, LIN-1), the cost of service for Public Fire Service is $400,076, 753 

whereas the Company is currently recovering only $225,865 at present rates, or 754 

57% recovery of the cost of service.  The Company is proposing a 35.5% 755 

increase in rates for Lincoln Public Fire Service customers that would produce 756 

revenues of $305,977, or a 77% recovery of cost of service. 757 

  758 

 Referring to the Company‟s proposed COSS for Pekin (IAWC Ex. 9.01, Schedule 759 

A-PEK, PEK-1), the cost of service for Public Fire Service is $852,710, whereas 760 

the Company is currently recovering only $645,730 at present rates, or 76% 761 
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recovery of the cost of service.  The Company is proposing a 32.2% increase in 762 

rates for Pekin Public Fire Service customers that would produce revenues of 763 

$853,690, or a 100% recovery of cost of service. 764 

 765 

 Referring to the Company‟s proposed COSS for the Chicago Metro Water District 766 

(IAWC Ex. 9.01, Schedule A-CMW, CMW-1), the cost of service for Public Fire 767 

Service is $6,228,393, whereas the Company is currently recovering only 768 

$2,375,579 at the present rates, or 39% recovery of cost of service.  The 769 

Company is proposing a 75.0% increase in rates for Chicago Metro Water 770 

District Public Fire Service customers that would produce revenues of 771 

$4,157,263, or a 67% recovery of cost of service. 772 

 773 

Q.  What is your recommendation regarding the Company’s proposed increase 774 

in Public Fire Service rates? 775 

A. I recommend approval of the Company‟s request to increase public fire 776 

protection charges in order to align revenues closer to costs associated with 777 

providing fire protection service for each district. Such rationale is consistent with 778 

Section 9-223(a) of the Public Utilities Act (“Act”) which states in relevant part: 779 

 Any fire protection charge imposed shall reflect the costs 780 
associated with providing fire protection service for each 781 
municipality or fire protection district. 782 

 783 

 Pending any revisions to the Company‟s COSS that might occur based on Staff 784 

witness Lazare‟s testimony, the Company‟s COSS indicates that existing public 785 

fire protection charges are lower than the cost of service. Based on that 786 
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information, I find it reasonable to recommend Lincoln‟s and Pekin‟s public fire 787 

protection revenues be increased in order to align them closer to cost of service. 788 

Furthermore, although a 75% increase in the public fire protection charge for 789 

Chicago Metro Water is greater than the Company‟s proposed overall increase in 790 

revenue requirement for the Chicago Metro Water District, in his direct testimony, 791 

Company witness Herbert states that:  792 

 For the Chicago Metro – Water District, I recommend increasing the 793 
uniform public fire charge by 75% per month. The 75% increase 794 
represents less than half of the updated cost of service for this rate 795 
area as shown in IAWC Exhibit 9.01. IAWC Exhibit 9.10, page 3, 796 
shows a comparison of the calculated rate per customer per month 797 
based on the number of hydrants and customers within each 798 
municipality. The comparison shows that the proposed uniform 799 
public fire charge of $7.86 per month in Chicago Metro recovers a 800 
reasonable portion of the cost based on the calculated rate. 801 

 802 
(IAWC Ex. 9.00, p. 22)  803 

 804 

Q.  Please describe your analysis of private fire protection charges for the 805 

Lincoln, Pekin, and Chicago Metro tariff groups. 806 

A. Referring to the Company‟s proposed COSS for Lincoln (IAWC Ex. 9.01, 807 

Schedule A-LIN, LIN-1), the cost of service for private fire service is $41,107, 808 

whereas the Company is currently recovering only $21,423 at present rates, or 809 

57% recovery of cost of service. The Company is proposing a 44.7% increase in 810 

rates for Lincoln private fire service customers that would produce revenues of 811 

$31,008, or a 76% recovery of cost of service. 812 

  813 
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 Referring to the Company‟s proposed COSS for Pekin (IAWC Ex. 9.01, Schedule 814 

A-PEK, PEK-1), the cost of service for private fire service is $95,403, whereas 815 

the Company is currently recovering only $75,432 at present rates, or 79% 816 

recovery of cost of service.  The Company is proposing a 26.5% increase in rates 817 

for Pekin private fire service customers that would produce revenues of $95,385, 818 

or a 100% recovery of cost of service. 819 

 820 

 Referring to the Company‟s proposed COSS for the Chicago Metro Water District 821 

(IAWC Ex. 9.01, Schedule A-CMW, CMW-1), the cost of service for private fire 822 

service is $654,339, whereas the Company is currently recovering $902,420 at 823 

present rates, or 138% recovery of cost of service.  The Company is not 824 

proposing an increase in rates for Chicago Metro Water District. Private fire rates 825 

for Chicago Metro were left unchanged. 826 

 827 

Q.  What is your recommendation regarding Company’s proposed increase in 828 

the Private Fire Service rates? 829 

A. I recommend approving IAWC‟s request to increase private fire protection 830 

charges in order to align revenues closer to costs associated with providing fire 831 

protection service for each district.  As stated earlier, such rationale is consistent 832 

with Section 9-223(a) of the Act.  833 

  834 

 Furthermore, I agree with the Company‟s proposal that the private fire service 835 

rates for Chicago Metro should be unchanged.  Obviously, an increase in rates is 836 
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not warranted.  However, I believe that the rates should not be decreased, either, 837 

because, significant increases are being proposed in other charges that could 838 

have a major impact on the levels of other districts‟ bills.  If private fire rates were 839 

to be decreased in this case, that would require even greater increases in other 840 

charges and thereby create even more adverse bill impacts for certain 841 

customers.  To reduce this potential problem I support maintaining private fire 842 

protection rates at current levels. 843 

 844 

MISCELLANEOUS CHARGES 845 

 846 

Q.  Is the Company making a proposal regarding its fee for service 847 

reconnections after business hours? 848 

A. Yes.  In the Commission‟s Order in Docket No. 07-0507, IAWC was ordered to 849 

submit a report regarding after-hours reconnections by district. The Company 850 

has prepared a report (see IAWC Ex. 5.05) which shows the after-hours 851 

reconnections by district and the fees charged. In his direct testimony, Company 852 

witness Grubb states that: 853 

 In Docket 08-0463, IAWC conducted a cost analysis to determine 854 
the appropriate level of the after-hours reconnection fee. That 855 
analysis showed that the cost of after-hours reconnections in the 856 
various areas is affected by such factors as the applicable union 857 
contract work rules (e.g., 3 hours minimum for a call-out in Chicago 858 
Metro and 2 hours in other areas) and the average travel distance 859 
required for a call-out due (2 miles for Champaign as compared to 860 
4.5 miles for Chicago Metro or 7 miles for Peoria). IAWC has now 861 
updated this cost analysis to reflect test year level of expenses as 862 
shown on IAWC Exhibit 5.06. 863 

 864 
 (IAWC Ex. 5.00, p. 28) 865 
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 866 

Q.  Why did the Company not conduct a cost analysis to determine the 867 

appropriate level of the after-hours reconnection fee in previous years? 868 

A. In response to Staff Data Request PR 2.08 (a), Company witness Grubb replied: 869 

 The Company‟s presently effective tariffs require that the Service 870 
Reconnection Charge be the „the actual cost incurred by the 871 
Company‟. In 2008, the Company conducted an analysis of its 872 
actual costs to perform after-hours reconnections in each district 873 
and set the amount of the Service Reconnection Charge 874 
accordingly (See IAWC Exhibit 1.3 filed in Docket 08-0463 on 875 
January 30, 2009). IAWC has now updated this cost analysis to 876 
reflect test year level of expenses, as shown on IAWC Exhibit 5.06. 877 
In the current case, as discussed by Mr. Grubb (IAWC Exhibit 5.00, 878 
pp. 27-28), the Company is proposing a uniform Service 879 
Reconnection Charge. The Company believes that a change to a 880 
uniform charge is appropriate in light of the emphasis on uniform 881 
charges in Docket 07- 0507. This uniform charge approach is 882 
similar to that used for other miscellaneous fees that the Company 883 
has in its tariffs. 884 

 885 

Q.  Prior to 2009, how was IAWC assessing reconnection charges? 886 

A. In response to Staff Data Request PR 2.08 (b-1), Company witness Grubb 887 

replied that, “Prior to 2009, the Company was charging a service connection fee 888 

based on the Company‟s actual costs to perform after-hours reconnections.” 889 

Furthermore, the Company‟s average reconnection charge for 2007 and 2008 890 

was $93.67 and $95.14, respectively. 891 

 892 

Q.  What fee does the Company propose with regard to after-hours 893 

reconnections? 894 

A. Based on the updated cost analysis as shown on IAWC Ex. 5.06, IAWC is 895 

proposing a uniform charge of $138 per after-hours reconnection for all rate 896 
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areas which represents the average cost of an after-hours reconnection for all 897 

rate areas.  898 

 899 

Q.  Do you believe that there are benefits to uniform charges for IAWC? 900 

A. Yes, I do.  Uniformity benefits customers, the Company and the Commission. 901 

Charges that are more easily understood benefit customers.  When Company 902 

charges, practices and policies are uniform, efficiency in operations result where 903 

employees can better and quicker respond to customer needs.  This view is 904 

shared by the Commission which stated in the last IAWC rate case order, “The 905 

Commission considers efforts to make IAWC's tariffs more uniform and 906 

consistent appropriate. Uniformity and consistency among IAWC's tariffs will 907 

facilitate customer understanding of tariffs, the delivery of customer service, and 908 

the Commission oversight of IAWC.” (Order, Docket No. 07-0507, July 30, 2008, 909 

p. 98) 910 

 911 

Q.  What is your recommendation regarding the Company’s proposal to set the 912 

after-hours reconnection charge at $138? 913 

A. I recommend that a uniform after-hours reconnection charge be set at $138. I 914 

believe that the Company suffciently demonstrated that such an updated fee is 915 

reasonable for the reasons stated earlier. 916 

 917 

Q.  Is the Company making a proposal regarding its $25 Home Inspection Fee? 918 
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A. Yes. In Direct Testimony, Company witness Grubb stated that, “Based on the 919 

review, IAWC has determined that customers are not requesting home 920 

inspections. No home inspections were conducted over the past three years. 921 

IAWC is therefore proposing that the home inspection fee be eliminated for all 922 

rate areas.” (IAWC Ex. 5.00, p. 28) 923 

 924 

Q.  Do you agree with the Company’s proposal to eliminate the home 925 

inspection fee? 926 

A. Yes, I do. Based on the information provided by Company witness Grubb, it is 927 

reasonable to eliminate such a fee if no customers are using the service.  928 

 929 

Q. What is your recommendation regarding the Company’s proposal 930 

regarding its $25 Home Inspection Fee? 931 

A. I recommend that the $25 home inspection fee be eliminated for all districts. I 932 

believe that the Company demonstrated that eliminating the fee is reasonable for 933 

the reasons stated. 934 

 935 

LANGUAGE CHANGES 936 

 937 

Q. Are there any language changes that the Company is proposing for its 938 

 water tariffs? 939 

A. Yes. The Company proposes a range of language changes as follows: 940 

Location Proposed Language Changes 

Sixth Revised Sheet No. 37 “per 1,000 gallons” is deleted from 
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under  the first column “category” and 
moved to the 2nd and 3rd columns. 

Fifth Revised Sheet No. 38 “per 1,000 gallons” is deleted from 
under  the first column “category” and 
moved to the 2nd column. 

Fourth Revised Sheet No. 40 Under “Customer Charge”, the word 
“not” is deleted. 

Fifth Revised Sheet No. 47 
Twenty-sixth Revised Sheet No. 19 
Twentieth Revised Sheet No. 14 
Twenty-eight Revised Sheet No. 11 
5th Revised Sheet No. 1.2 
Ninth Revised Sheet No. 13 

Under “Reconnection Charges”, $138 is 
added instead of the phrase “the actual 
cost incurred by the Company”. 

Third Revised Sheet No. 59 
Thirty-fifth Revised Sheet No. 8 

Under “Usage Charges”, for residential 
customers a one-block usage rate is 
set, and for all other customers, 
declining-blocks are added or modified. 

Third Revised Sheet No. 77 Under “Reconnection of Service”, $138 
is added instead of the phrase “the 
actual cost incurred by the Company”. 

Sixteenth Revised Sheet No. 2.7 1) The following changes are proposed: 
 

ADDITIONAL BIMONTHLY 
CUSTOMER 

CHARGE FOR MUNICIPAL 
FRANCHISE FEES 

 
Pursuant to the Commission Order in 
Docket No. 89-0176, t There shall be 
added to the bills of each customer 
residing within the particular City or 
Village a bimonthly charge for recovery 
of the municipal franchise fees paid by 
the Company to the respective City or 
Village. 

Fifteenth Revised Sheet No. 1 2) The following two changes are 
proposed: 

3)  
4) 1)  
5)  

Available For  
Residential, Commercial, 

Industrial and Public Service in the 
areas indicated, except where service 
is provided under the terms and 
conditions of agreements approved by 
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the Commission. 
 

6) 2) Under “Usage Charges”, for 
residential customers a one-block 
usage rate is set, and for non-
residential customers, declining-blocks 
are modified 

Sixth Revised Sheet No. 1.6 1) 1) Under “Charges for Water Used”, 
usage blocks are set for residential 
customers and non-residential 
customers. 
 

2) 2) Under “Basic Service Charge”, the 
Company deleted the phrase Bi 
Monthly. 

Fifth Revised Sheet No. 3.1 The section “Bi Monthly Rates” is 
deleted. 

  941 

Q. Do you recommend approval of the proposed language changes? 942 

A. Yes, I do.  The Company‟s proposed language changes add clarity and 943 

consistency across the tariff sheets. 944 

 945 

Q. Do you have any other issues to discuss? 946 

A. Yes. I would like to address a proposal by the Company. The Company is 947 

proposing to include on its Tenth Revised Sheet No. 37 the rates and references 948 

to Tinley Park Wholesale and Tinley Park Westbury and its associated areas. 949 

Rates in those areas are set according to an agreement between the Village of 950 

Tinley Park and IAWC.  (IAWC Ex. 9.00, p. 23)   In response to Staff Data 951 

Request PR 2.06, Mr. Herbert indicated that the initial agreement was between 952 

Tinley Park and Citizens Utility Company of Illinois, dated January 25, 1994 and 953 

assumed by IAWC when it acquired Citizens Utility Company, and amended on 954 

August 5, 2008.    955 
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 This agreement is considered wholesale service, which is not regulated by the 956 

Commission. Therefore, matters related to this agreement should not be included 957 

on tariff sheets that are regulated and approved by the Commission and I 958 

recommend that the Company‟s proposed language be rejected.  959 

 960 

Q.  Does this conclude your prepared direct testimony?  961 

A. Yes, it does. 962 

 963 


