
 

ILLINOIS COMMERCE COMMISSION 

DOCKET 09-0319 

IAWC EXHIBIT 3.00R2 

REBUTTAL TESTIMONY OF 
JEFFREY T. KAISER 

_________________________ 

ILLINOIS-AMERICAN WATER COMPANY 

 

OCTOBER 23, 2009 



TABLE OF CONTENTS 
 

Page 

 

 -i-  
 

I. WITNESS INTRODUCTION .....................................................................1 
II. PURPOSE OF REBUTTAL TESTIMONY .................................................1 
III. RESPONSE TO AG WITNESS RUBIN.....................................................1 
IV. RESPONSE TO HOMER GLEN ...............................................................6 
V. RESPONSE TO DES PLAINES WITNESS DUDDLES ............................7 



IAWC Ex. 3.00R2 

 -1-  
 

REBUTTAL TESTIMONY 1 
OF 2 

JEFFREY T. KAISER 3 
 4 
 5 

I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Jeffrey T. Kaiser and my address is 100 North Water Works Drive, 8 

Belleville, IL 62223. 9 

Q2. Are you the same Jeffrey T. Kaiser 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 testimony is to respond to Attorney General witness Rubin, 15 

Village of Homer Glen Mayor Daley, and City of Des Plaines witness Duddles 16 

regarding issues they raise in their testimony regarding IAWC’s sewage 17 

treatment operations. 18 

III. RESPONSE TO AG WITNESS RUBIN 19 

Q4. Mr. Rubin asserts (p. 24), with respect to IAWC’s sewage treatment 20 

operations, that it appears that most of the treatment costs are associated 21 

with plant investment – “… depreciation, return on investment, and income 22 

taxes account for $6.8 million of the $8.8 million treatment cost of service.” 23 

Do you agree? 24 

A. Yes, I believe this would be an accurate assertion. 25 
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Q5. Would it be expected that most of the treatment costs are associated with 26 

plant investment? 27 

A. From my 20 years of experience as a consulting engineering in the water and 28 

wastewater field, I am aware that wastewater treatment is very capital intensive.  29 

I would expect to see this level of cost associated with capital investment, 30 

particularly where a new treatment facility such as the Oak Valley WWTP was 31 

recently placed in service.  My experience has been that wastewater plants 32 

typically have a level of capital investment per gallon of treatment capacity that is 33 

considerably higher than potable water. As new regulations increasingly require 34 

additional levels of treatment, such as the additional treatment for Nitrogen and 35 

Phosphorus removal required at the Oak Valley and Chickasaw WWTPs, I would 36 

anticipate the capital costs of the facilities will continue to increase in the future.  37 

In addition, wastewater treatment is typically a biologically driven process and 38 

therefore may have significantly lower relative operational cost associated with 39 

treatment chemicals than a typical potable water treatment plant.  Therefore, I 40 

would not consider it to be out the ordinary to see a relatively higher level of 41 

sewage treatment cost associated with the capital investment vs. operational 42 

cost for wastewater.  43 

Q6. Mr. Rubin also recommends that the Commission conduct an audit (at the 44 

Company’s expense) of the Company’s wastewater treatment operations, 45 

with a particular emphasis on the size and efficiency of the treatment plant. 46 

Is such an audit needed? 47 
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A. I do not agree that such an audit is needed.  On a routine basis, the Company 48 

performs a Comprehensive Planning Study (CPS) of each service district. This 49 

CPS determines the past pattern of growth (or decline) in system demands, 50 

provides an evaluation of the potential for growth of system demands in the 15 51 

year future planning window, evaluates the capability of the existing infrastructure 52 

to meet both the demands and the regulatory requirements for that 15 year 53 

window, and finally determines on a conceptual level the improvements needed 54 

to meet the demands and regulatory requirements. Prior to any major project 55 

such as a treatment plant expansion, a separate engineering study focused 56 

solely on that facility is completed to verify the results of the broader CPS, 57 

evaluate alternatives for that specific project, and determine the final scope of the 58 

project. This second engineering study is submitted to reviewing governmental 59 

agencies as the justification and design basis for the  project.  For projects in the 60 

Chicago area, the  size, location and service area of each of IAWC’s sewer 61 

plants is reviewed and approved by the Chicago Metropolitan Agency on 62 

Planning (CMAP) as well as the Illinois Environmental Protection Agency (IEPA), 63 

prior to any major improvements. Prior to the existence of CMAP, the 64 

Northeastern Illinois Planning Commission (NIPC) filled this review function. The 65 

NIPC and the IEPA approved the size, location and service area of the Oak 66 

Valley Wastewater Treatment Plant. CMAP has already approved the size, 67 

location, and service area of the Chickasaw Wastewater Treatment Plant and 68 

IEPA is currently reviewing the information related to this plant.  As discussed in 69 



IAWC Ex. 3.00R2 

 -4-  
 

my Supplemental Direct, the Chickasaw plant is not included in the Company’s 70 

test year plant in service. 71 

Q7. Mr. Rubin further recommends that the Commission retain an independent 72 

consultant at IAWC’s expense to conduct a study of the costs, benefits, 73 

and feasibility of selling its wastewater treatment operation to a municipal 74 

wastewater treatment supplier or, alternatively, of retiring the plant and 75 

interconnecting with the nearest municipal treatment system. Is such a 76 

study needed?   77 

A. No I do not believe such a study is needed.  The Company  reviews a variety of 78 

sewage treatment options its planning process, as do the regulatory agencies 79 

who must approve any sewage treatment plans.  As stated previously, the proper 80 

facility planning areas, plant sizing, and operations of the Company’s wastewater 81 

treatment plants are addressed in the Company’s CPS and in reports provided to 82 

the and approved by the reviewing agencies prior to any major capital 83 

improvement. For the recently completed Oak Valley WWTP, both the NIPC and 84 

IEPA reviewed and approved the need, size, and location for this facility.  For the 85 

Chickasaw WWTP Improvements project which has been designed and is 86 

currently awaiting state and local construction permits, CMAP has agreed that 87 

the plant expansion is appropriate and IEPA is currently reviewing the project.  88 

As part of the planning study which lead to the expansion of the Chickasaw 89 

WWTP, the facility planning area, population growth projections, alternative 90 

treatment processes, and an option to off-load the treatment to another service 91 

provider were investigated. As stated in the CMAP review: 92 
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“The applicant evaluated several wastewater 93 

alternatives including land application of effluent and 94 

discharge of effluent at the Des Plaines River, the I&M Canal, 95 

and the Cal-Sag Channel by installing a pumping station and 96 

forcemain to convey effluent to the appropriate stream, and 97 

treatment at the nearest publically owned-treatment plant. 98 

Treatment at the nearest publically owned treatment 99 

plant was deemed not feasible since the WRF has a capacity 100 

of 2.0 mgd and is located approximately 4.7 miles from the 101 

Chickasaw WRF.” 102 

Additionally, as discussed in my Supplemental Direct, the Company is currently 103 

evaluating improvements to the Valley Marina WRF, including the option of off-104 

loading the treatment to the Fox River Water Reclamation District in lieu of 105 

constructing significant improvements to that facility.  IAWC is discussing this 106 

option with the Fox River Water Reclamation District, and the cost of the 107 

necessary capital investments and treatment charges of the off-loading option 108 

will be compared to the cost of constructing and operating an improved Valley 109 

Marina WRF prior to any decision regarding the future of this facility.  Thus, 110 

because the Company’s planning process and the regulatory approval review 111 

already address Mr. Rubin’s concerns, his recommendation is unnecessary.  112 
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IV. RESPONSE TO HOMER GLEN 113 

Q8. Please comment on Homer Glen Mayor Daley’s assertion that “IAWC has 114 

proposed to significantly increase the capacity of the Chickasaw sewage 115 

treatment plant at a cost of nearly $10 million,” but “the Chickasaw plant 116 

basically serves Homer Glen and the surrounding developed area, which 117 

has very little or no likelihood of experiencing additional development.” 118 

A. I would begin by noting that, as explained in my Supplemental Direct Testimony, 119 

the Company has deferred the construction of the Chickasaw Wastewater 120 

Treatment Facility, which will now be placed in-service in late 2011. It is therefore 121 

not included in the Company’s current rate case.  In addition, while the existing 122 

Chickasaw WWTP is currently meeting NPDES discharge limits, the plant’s 123 

current average hydraulic loading rate of approximately 1.1 MGD is in excess of 124 

its approved hydraulic loading rate of 0.7 MGD, and the plant’s average loading 125 

rate has been over 1.0 MGD since 2004. IEPA has reported in their January 126 

2009 survey of the facility that the plant routinely exceeds its rated capacity and 127 

that “…this facility does need to be considered for critical review or restricted 128 

status at this time.”  As a result, the expansion of the plant is necessary to allow 129 

IAWC to continue to provide adequate and reliable service.  It is my 130 

understanding that if the plant expansion is further postponed, the IEPA may 131 

refuse any additional wastewater connections and effectively impose a building 132 

moratorium in the plant’s facility planning area.  Therefore, while the Company 133 

has made significant efforts to maximize the use of the existing plant facilities,  134 

the expansion of the Chickasaw WWTP is now necessary to meet customer 135 

demands.  The planned expansion of the plant capacity to 1.27 MGD, only 136 
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127,000 gallons per day or 11.5 percent over the current average loading rate is 137 

consistent with a low level of anticipated growth and the little additional 138 

development in the service area that Mayor Daley states is likely.   139 

V. RESPONSE TO DES PLAINES WITNESS DUDDLES 140 

Q9. Please comment on Mr. Duddles’ assertions that “Illinois American Water 141 

Company has not made any significant capital improvements over the last 142 

several years [in Des Plaines], nor does their filing include any anticipated 143 

improvements to the sewer system to alleviate the combined sewer 144 

overflows that occur annually in the area of the City serviced by [IAWC].” 145 

A. IAWC has recently bid out a sewer improvement project for the Waycinden 146 

Sewer System, which includes IAWC’s Des Plaines service area, at an 147 

anticipated investment of approximately $900,000. The Company also has 148 

planned for 2010 and is the process of developing construction plans for an 149 

additional project, estimated to cost up to $2 million, for improvements to the 150 

Waycinden Sewer System.  These improvement projects include manhole and 151 

sewer waterproofing and rehabilitation, sewer lining, and replacement of sanitary 152 

sewer mains to reduce storm water infiltration and inflow, alleviate sewer 153 

surcharging, and reduce the potential for sewer overflows.  This project was 154 

identified as a major project for 2010 in my Direct Testimony and Supplemental 155 

Direct Testimony in this case.   156 

Q10. Does this conclude your rebuttal testimony? 157 

A. Yes, it does. 158 

 159 
 160 
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