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I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Cheryl Norton and my address is 300 N. Waterworks Drive, 8 

Belleville, IL 62223. 9 

Q2. Are you the same Cheryl Norton who previously filed testimony in this 10 

proceeding? 11 

A. Yes I am. 12 

II. PURPOSE OF REBUTTAL TESTIMONY 13 

Q3. What is the purpose of your rebuttal testimony? 14 

A. The purpose of my rebuttal testimony is to respond to certain issues raised by 15 

IIWC witness Mr. Collins and by witnesses for Homer Glen. 16 

III. RESPONSE TO IIWC WITNESS COLLINS 17 

Purchased Power & Fuel Expense 18 

Q4. Please explain how IAWC determined its purchased power and fuel 19 

expense for the test year. 20 

A. IAWC determined purchased power and fuel expense based upon unit costs and 21 

updated usage patterns (including water sales projections) for all facilities, as 22 

described in Schedule G-5.  IAWC obtained contracted pricing for purchased 23 

power where possible, which accounts for approximately 80% of the purchased 24 

power used.  The current contracts will expire during Q4 2009 and Q1 2010.   25 



IAWC Ex. 2.00R 

 - 2 -

As discussed by Mr. Kerckhove (IAWC Ex. 6.00SUPP), at the time of 26 

IAWC’s update, the Company’s projected test year Fuel & Power expense was 27 

reduced from the level of the initial filing.  This reduction was a result of reduced 28 

customer sales and, as also discussed by Ms. Teasley (IAWC Exhibit 29 

1.00SUPP), lower Fuel and Power costs per unit based on recently negotiated 30 

power contracts.  After IAWC’s initial filing, expiring contracts were renegotiated 31 

at lower-than-anticipated cost rates (the new contracts reflect per unit power 32 

supply costs approximately 10% lower than the prior contracts).  In addition, 33 

water sales projections were calculated based on updated actual levels and were 34 

found to be below previous projections.  The cost savings from renegotiated 35 

contracts and reduced sales were included in the update previously submitted for 36 

a total reduction of $872,800.   37 

Q5. Mr. Collins states on page 13 that IAWC has not justified its projected 38 

increase in test-year purchased power expense.  Please respond. 39 

A. I disagree.  IAWC’s projection is based on the detailed projection described in 40 

Schedule G-5. Moreover, IAWC has signed contracts for 80% of its purchased 41 

power usage to be incurred in the test year.  As a result, for 80% of IAWC’s 42 

power usage, IAWC already knows what the per unit price will be in the test year.   43 

In addition, IAWC has made projections related to usage based on the best 44 

information available.  The August update has captured the effect of the price 45 

declines resulting from the recent negotiations, as well as reduced water sales.  46 

Therefore, IAWC’s test year level of fuel and power cost is reasonable and 47 

justified. 48 
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Q6. Is Mr. Collins’s contention (p. 13), that IAWC’s fuel and power expense 49 

should have decreased from the amount allowed in the prior case correct? 50 

A. No.  While purchased power costs have declined since the initial filing, the 51 

combination of negotiated prices, increased delivery charges and usage 52 

requirements still represent an increase of $674,708 over the amount allowed in 53 

the prior case. Several new facilities have been placed in service since the last 54 

case, increasing the amount of purchased power and fuel required for the 55 

Company’s operations.  These facilities include the new Champaign treatment 56 

plant and associated wells, the upgrade to the Oak Valley waste water treatment 57 

plant, new booster stations in Sterling, Streator and Interurban, additional pumps 58 

in Interurban and upgrades to the Streator treatment plant.  These new facilities 59 

have caused an increase in the Company’s total power demand, resulting in an 60 

increase on total projected fuel and power expense despite the fact that per unit 61 

fuel and power prices have declined.  In addition, anticipated delivery charge 62 

increases (as a result of Ameren’s pending rate case) will impact all IAWC 63 

accounts, not only the third party negotiated contracts.  This increase in delivery 64 

charges is expected to partially offset the savings per KWH resulting from new 65 

contracts or lower power costs.   66 

Q7. Mr. Collins states that on-peak forward prices for wholesale power in 2010 67 

have decreased as compared to 2009 prices.  Do you agree? 68 

A. I agree that power prices in general have declined from 2008 to the present.  The 69 

new power contracts discussed above reflect this decline in prices, as they give 70 

the Company fixed pricing throughout the contract term (rather than seasonal 71 
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rates as were charged with the previous contracts) that is approximately 10% 72 

lower than the previous contracts.   This change in pricing levels has been 73 

reflected in the update.   74 

Q8. Mr. Collins asserts that “market purchased power prices in 2010 should be 75 

lower than the power prices which the late 2006/early 2007 contracts were 76 

based upon.”  Please comment. 77 

A. The Company’s new power contracts reflect a decrease in power prices from the 78 

2006/2007 time period.  However, as discussed above, other factors also impact 79 

IAWC’s projected overall power costs.   80 

Q9. Do you agree with Mr. Collins’s recommendation that the purchased power 81 

and fuel expense be held at the current level as approved in the last rate 82 

case? 83 

A. I do not.  Mr. Collins’s calculations do not appear to be based on our recently 84 

contracted rates or updated usage requirements for all IAWC facilities.  Rather, 85 

his analysis was based on a comparison of per unit power costs between the 86 

approved level of power costs in the last IAWC rate case and IAWC’s present 87 

proposal.  Mr. Collins’s per CCF price comparison does not take into account 88 

IAWC’s updated price information.    89 

Q10. Do you agree that Mr. Collins’s purchased power and fuel expense 90 

adjustment is conservative? 91 

A. No, I do not.  Based on the fact that approximately 80% of our purchased power 92 

costs have been contracted, there will be little fluctuation in the unit price 93 

expense for the next two years.   Mr. Collins’s estimate does not reflect the actual 94 
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contracted price of $0.0593 per KWH or the impact of increased delivery 95 

charges.   96 

Chemicals Expense 97 

Q11. Please explain how IAWC determined its chemicals expense for the test 98 

year. 99 

A. Total chemical expense was calculated to include anticipated system delivery, 100 

projected chemical unit costs, and historical treatment requirements as described 101 

in Schedule G-5.  Projected total delivered water and internal plant usage by 102 

month were combined to determine the total treated water requirement. A review 103 

was then made for possible changes in the water treatment process resulting 104 

from new regulations or possible efficiency or technology improvements. The 105 

historical chemical usage, adjusted (if necessary) to reflect changes in treatment 106 

requirements discussed above, were used to establish the usage for each 107 

chemical required in the treatment process.  Monthly chemical costs were 108 

developed from the pounds per million gallons per month required to treat the 109 

total projected treated water at the established costs per pound. Individual 110 

chemical costs are typically established through a national procurement 111 

competitive bid.  However, as the 2009 chemical bid costs were not available at 112 

the time of this projection, estimated chemical costs were used for the projection. 113 

Q12. Has IAWC since obtained the results of the chemical bids for test year 114 

chemical supply? 115 

A. Yes.  The bid results reflect significantly lower prices for chemicals.  In total, the 116 

recent bid prices would cause a decline in IAWC’s projected level of test year 117 

chemical expense of $830,854.   118 
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Q13. How were these lower bid prices obtained? 119 

Q14. Our Supply Chain Department continuously monitors our supplier markets, 120 

including that for water treatment chemicals. The economic downturn, which 121 

became pronounced in Q4 2008, indicated that the market for chemicals would 122 

most probably  weaken with declining demand. It was recommended that 123 

quarterly pricing be considered for 2009 to take advantage of the anticipated 124 

weakening of chemical pricing. Throughout this period, Supply Chain maintained 125 

contact with our chemical suppliers and starting at the end of Q1 2009 American 126 

Water commenced rebidding our chemicals. Our suppliers were requested to 127 

provide both quarterly pricing and fixed pricing for the remainder of 2009. Illinois 128 

was among the states that selected to rebid pricing for their chemicals. The 129 

bidding was conducted in July, 2009 with the lower Treatment Chemical pricing 130 

implemented in late August. Illinois selected the fixed pricing for the remainder of 131 

2009 resulting in an overall 6% price reduction from budgeted pricing. 132 

Q15. Does the Company intend to reflect this decrease in this case? 133 

A. Yes, as discussed by Mr. Kerckhove.  The Company’s projected level of test year 134 

chemical expense has declined by $830,854. 135 

Q16. Do you agree with Mr. Collins’s claim that the demand for caustic soda has 136 

declined in 2009, causing the market price to soften? 137 

A. We have seen a reduction in caustic soda pricing as a result of decreased 138 

demand.  These price reductions are reflected in recently negotiated bid 139 

contracts for caustic soda and other chemicals, causing an overall reduction of 140 
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the projected level of test year chemical expense of $830,854, as discussed 141 

above.  142 

Q17. Mr. Collins states that IAWC has not supported its projected increase in 143 

test-year chemicals expense.  Please respond. 144 

A. I disagree.  As discussed above, IAWC provided appropriate support for test-year 145 

chemicals expense based on a detailed projection.  As also discussed above, 146 

IAWC has achieved significant cost savings related to chemical purchasing.  147 

Thus, it is incorrect to suggest, as Mr. Collins does, that IAWC is reflecting a 148 

chemical price increase.  The increase in chemical expense from IAWC’s prior 149 

rate case to test year is appropriate because pricing for several chemicals 150 

(coagulants, potassium permanganate and fluoride) have increased substantially 151 

since that time. Although the prices have declined recently, the decline has not 152 

offset increases since the time chemical expense was budgeted in the last case.   153 

Q18. Do you agree with Mr. Collins’s chemical expense adjustment, holding the 154 

cost at $0.1024 per CCF (total IAWC) and $0.1259 (Rate Zone 1 with 155 

Champaign), i.e. as approved in IAWC’s last rate case? 156 

A.  No, I do not.  Despite recent reductions, chemical expenses have increased 157 

since the last case as described above.   158 

IV. RESPONSE TO HOMER GLEN WITNESSES 159 

Q19. Please address the allegation of Homer Glen Mayor Daley that IAWC has 160 

been slow to repair leaks. 161 

A. IAWC seeks to identify and repair leaks in an efficient and timely manner, once 162 

those leaks have been identified.  In some instances, however, a leak cannot be 163 

repaired until it is brought to IAWC’s attention.  IAWC representatives have been 164 
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working closely with Village employees, as well as the Homer Glen Sewer and 165 

Water Task Force representatives, to ensure that all issues related to leaks and 166 

service concerns are addressed in a timely manner.  IAWC has eliminated 167 

several suspected leaks through testing, which indicated the presence of 168 

groundwater, not treated drinking water.  Village employees and Task Force 169 

representatives have been educated on this process and participate in routine 170 

discussions on leak repair status.  During an October 2009 Task Force meeting, 171 

Village Director of Development Services, Michael Salamowicz, complimented 172 

IAWC for the response time to a recent leak.   173 

Q20. Does Mayor Daley identify any specific instances in his testimony where 174 

IAWC was slow to repair a leak? 175 

A. No.  IAWC has issued data requests to Homer Glen seeking identification of the 176 

specific leaks Mr. Daley refers to.  Those responses were not received in 177 

sufficient time to allow review before this filing.  IAWC therefore reserves the right 178 

to address this issue further once the data responses have been reviewed. 179 

Q21. Please address the allegation of Homer Glen Mayor Daley that IAWC has 180 

been slow to install water meters. 181 

A. IAWC was aware of concern by the Village regarding unmetered usage during 182 

construction projects, as well as structures within the Village that were not being 183 

properly metered.  To address the unmetered construction water usage, a 184 

revision of existing tariffs was required.  Following the revision of IAWC's 185 

construction water tariff in late 2008, we eliminated the option of customers 186 

paying for unmetered water during the construction of a home or business.  In 187 
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2009, a review of all known developments built in Homer Glen since 2001 was 188 

conducted, to address concerns of unmetered services and to ensure that all 189 

structures were being appropriately metered. A small number of unmetered 190 

structures were identified, and occupants of those structures were contacted to 191 

apply for service.  At structures for which no application for service was received, 192 

service was terminated.  193 

IAWC continues to work with the Sewer and Water Task Force in an attempt to 194 

better control the unauthorized use of unmetered water through occupancy 195 

permits.  This process will ensure water meters are properly installed.  196 

Q22. Does Mayor Daley identify any specific instances in his testimony where 197 

IAWC was slow to install a meter? 198 

A. No.  IAWC has issued data requests to Homer Glen seeking identification of the 199 

specific instances Mr. Daley refers to.  Those responses were not received in 200 

sufficient time to allow review before this filing.  IAWC therefore reserves the right 201 

to address this issue further once the data responses have been reviewed. 202 

Q23. Please address the allegation of Homer Glen Mayor Daley that IAWC has 203 

done work in Homer Glen without necessary permits. 204 

A. IAWC does not believe that it has performed any work in Homer Glen without 205 

necessary permits.  The Village passed Ordinance 07-0670 in November 2007, 206 

under which a permit and fee would be required for all operation and 207 

maintenance work within Village limits. The Village contacted IAWC about this 208 

ordinance in early 2009. IAWC legal staff reviewed the ordinance, and 209 

determined that the operation and maintenance of facilities existing prior to the 210 
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ordinance were exempt from the permit and the associated $1,200 fee.  IAWC 211 

has not performed any work that has required this permit, but will submit the 212 

permit application and pay the fee whenever new facilities are constructed, in 213 

accord with the ordinance. 214 

Q24. Does Mayor Daley identify any specific instances in his testimony where 215 

IAWC was has performed work without a permit? 216 

A. No.  IAWC has issued data requests to Homer Glen seeking identification of the 217 

specific instances Mr. Daley refers to.  Those responses were not received in 218 

sufficient time to allow review before this filing.  IAWC therefore reserves the right 219 

to address this issue further once the data responses have been reviewed. 220 

Q25. Please address the allegation of Homer Glen Mayor Daley that IAWC has 221 

not properly restored rights of way in Homer Glen. 222 

A. The Village of Homer Glen's right-of-way ordinance requires restoration be 223 

completed within 10 days of construction.  IAWC acknowledges one instance 224 

where an excavation was not properly documented internally, resulting in 225 

delayed restoration.  The Village issued a fine which IAWC subsequently paid.  226 

Otherwise, IAWC is not aware of any instance of right of way not being properly 227 

restored. 228 

Q26. Does the 10 day requirement under the ordinance increase IAWC’s costs? 229 

A. Yes.  The 10 day restoration timeline is significantly shorter than the 230 

requirements in other Villages, and requires modification of IAWC’s routine 231 

procedures.  IAWC has made adjustments to work processes and is complying 232 

with the 10 day requirement.  Restoration and pavement costs have increased 233 
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within the Village, however (by as much as double on a per job average basis) 234 

due to this ordinance. 235 

Q27. Does Mayor Daley identify any specific instances in his testimony where 236 

IAWC was has improperly restored right of way? 237 

A. No.  IAWC has issued data requests to Homer Glen seeking identification of the 238 

specific instances Mr. Daley refers to.  Those responses were not received in 239 

sufficient time to allow review before this filing.  IAWC therefore reserves the right 240 

to address this issue further once the data responses have been reviewed. 241 

Q28. Please address the allegation of Homer Glen witness Schofield that IAWC’s 242 

maintenance of hydrants is not what is should be and that they have to 243 

conduct fire hydrant “checks”. 244 

A. IAWC inspects the fire hydrants in all of its service districts annually in 245 

accordance with Illinois Commerce Commission requirements and provides a 246 

detailed report of findings to the Illinois Commerce Commission.  Some fire 247 

departments voluntarily elect to perform a second fire hydrant inspection, or 248 

otherwise randomly inspect the hydrants within their community or fire district.  249 

Two of the fire districts, Prospect Heights and Bolingbrook, provide IAWC a list of 250 

any issues they encounter.  We have no record of Homer Township Fire District 251 

notifying IAWC of any inspections, or bringing any maintenance issues to the 252 

attention of local staff.  253 

Q29. Does Mr. Schofield identify any specific instances of  improperly 254 

maintained hydrants  in his testimony? 255 



IAWC Ex. 2.00R 

 - 12 -

A. No.  IAWC has issued data requests to Homer Glen seeking identification of the 256 

specific instances Mr. Schofield refers to.  As of the date of this filing, those 257 

responses have not been received.  IAWC therefore reserves the right to address 258 

this issue further once the data responses have been received. 259 

Q30. Does this conclude your rebuttal testimony? 260 

A. Yes, it does. 261 
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