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 5 

I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Edward J. Grubb.  My business address is 100 North Water Works 8 

Drive, Belleville, IL 62223. 9 

Q2. Are you the same Edward J. Grubb who previously filed testimony in this 10 

proceeding? 11 

A. Yes I am. 12 

II. PURPOSE OF SURREBUTTAL TESTIMONY 13 

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

A. The purpose of my Surrebuttal Testimony is to address certain comments and 15 

recommendations made by Staff witness Bogg, IIWC witnesses Goossens and 16 

Collins and Attorney General witness Smith. 17 

III. RESPONSE TO IIWC WITNESSES GOOSSENS & COLLINS 18 

Q4. With respect to IAWC’s test year industrial class revenues, please respond 19 

to Mr. Goossens’ and Mr. Collins’ concerns that IAWC’s test year projection 20 

of industrial class revenues fail to recognize the fact that U.S. Steel in no 21 

longer in “hot idle” mode and consumption of water at U.S. Steel rose in 22 

July, again in August and has continued to rise each month since.   23 

A. As I indicated in my rebuttal testimony (IAWC Exhibit 5.00R2, page 13), I was 24 

concerned about the inability of U. S. Steel to provide a precise projection of the 25 

level of water U. S. Steel expects to purchase from the Company in 2010.  The 26 
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Company has now received additional information regarding U.S. Steel’s water 27 

usage, including the actual November sales for U. S. Steel and the rebuttal 28 

testimony of the IIWC, which was filed on November 13, 2009.  Based on this 29 

additional information, the Company’s August 24th update projection of water 30 

sales to U. S. Steel needs to be adjusted to a higher level of projected sales for 31 

2010.  32 

Q5. What is the Company’s proposal with respect to test year industrial 33 

revenues? 34 

A. The Company proposes to utilize U.S. Steel’s actual water usage for July through 35 

November 2009 to project IAWC’s 2010 level of large industrial class usage.  36 

During the July to November period, average monthly usage by U.S. Steel was 37 

135,908 CCF, which equates to an annualized usage of 1,630,896 CCF.  38 

Utilizing this level of annual sales to U.S. Steel would increase the Company’s 39 

present rate revenues by $1,702,681 from the August 24th update and increase 40 

fuel and power expense and chemical expense by a total of $407,123. 41 

Q6. Why is the Company’s proposal appropriate? 42 

A. The Company’s proposal is appropriate because it reflects the most current 43 

usage levels available for U.S. Steel.  These usage levels reflect current 44 

conditions at U.S. Steel, as well as the fact that U.S. Steel is no longer in “hot 45 

idle” mode, as discussed by Mr. Goossens, and that U.S. Steel has no plans to 46 

return to hot idle mode.  As such, IAWC’s proposed usage level provides a 47 

reasonable basis for projecting the test year large industrial class revenues.  48 

Moreover, IIWC witness Mr. Goossens criticized IAWC’s earlier proposal as 49 
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failing to consider the most recent or current information.   IAWC’s proposal 50 

addresses this concern.     51 

Q7. Mr. Collins recommends that a test year sales volume of no less than 52 

1,879,879 CCF be used by the Company for the large industrial class.  Do 53 

you agree with his recommendation? 54 

A.  I do not agree with Mr. Collins’ recommendation of 1,879,879 CCF for the sales 55 

to U. S. Steel for the projected test year.  His recommendation is based on 56 

average water usage by U.S. Steel during the years 2005-2008. As I discuss 57 

above, I believe it is more appropriate to utilize more recent information that 58 

reflects current conditions at the U.S. Steel facility and current economic 59 

conditions. 60 

Q8. With respect to residential revenues, Mr. Collins states on page 6 that the 61 

Company did not “explain anywhere in its direct testimony that it has been 62 

incorrectly counting residential customers and that its historical residential 63 

customer counts were in fact in error.” Why was the customer count not 64 

identified in direct? 65 

A. At the time of the preparation of the rate case, the investigation into the double 66 

counting of customers was only commencing and the magnitude and the exact 67 

number of customer being double counted was not known. The investigation 68 

stared in May, 2009 and was substantially completed in July, 2009, allowing 69 

IAWC to reflect the corrected number in its update filing. 70 
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Q9. Mr. Collins states on page 7 that “I now propose to use Mr. Grubb’s actual 71 

September 2009 residential customer count of 254,189, adjusted for 0.4% 72 

annualized growth, to determine the Company’s residential revenues at 73 

current rates.  This results in a customer count of 254,952.  My 74 

recommended residential customer count is based on the most recent 75 

actual customer count data available from the Company and is reasonable 76 

to use for annualizing residential revenues.”  Do you agree with this 77 

proposal? 78 

A. I agree in principle with Mr. Collins approach of using the most current level of 79 

customers to project the level of residential customer for 2010, but his actual 80 

calculation contains an error.  He utilized the total number of residential customer 81 

at September 2009 of 254,189 and determined the level of residential customers 82 

by district based on each districts percentage of residential customers as of 83 

March 2009.  This has produced inaccurate results as it does not properly reflect 84 

the actual residential customers by district as of September or October, and so 85 

misallocates residential revenue.    The actual number of residential customers at 86 

October 2009 is 253,660. The level of residential customers at that point in time 87 

is consistent with the Company’s updated projection of residential customers at 88 

the end of December 2009 of 253,641, from which the test year projection was 89 

calculated using an annualized growth level of 0.4%.  Because the Company’s 90 

test year projection is consistent with its recent actual residential customer count 91 

and to avoid the concerns with Mr. Collins’ allocation of residential customers to 92 
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the districts, an adjustment to IAWC’s test year residential revenues is not 93 

required. 94 

Q10. With respect to commercial revenues, Mr. Collins states on page 8 that you 95 

do not “provide any support for the customer count number of 19,950 used 96 

to calculate the company’s commercial revenues.”  How do you respond? 97 

A. In my rebuttal testimony, (IAWC Ex. 5.00R2) I explained this issue starting at 98 

page 17 and continuing through page 21 and further supported by IAWC Exhibit 99 

5.02R2.  No where in his rebuttal does Mr. Collins address any aspect of my 100 

discussion of how the Company projected commercial revenues for the test year 101 

nor did he comment on my discussion of a reality check of his projection 102 

compared to the Company’s projected commercial revenues, as discussed on 103 

page 21 lines 467 through 477 of IAWC Exhibit 5.00R2. 104 

Q11. Mr. Collins states on page 8 that “in IAWC Exhibit 5.02R2, Mr. Grubb shows 105 

total customer billings in the test year of 196,899 to derive his commercial 106 

revenues of $24,399,031.  This annual billing count divided by 12 results in 107 

a monthly commercial customer count of 16,408, not 19,950 as claimed in 108 

Mr. Grubb’s rebuttal testimony.”  Is his analysis of 5.02R2 correct? 109 

A. No.  As I indicated in rebuttal testimony, the Company’s commercial customer 110 

count cannot be determined by dividing the annual billings of 196,899 by twelve 111 

to determine the level of customers in the commercial revenue projection, due to 112 

a required adjustment to the Company’s 2009 revenue budget model.  While the 113 

projected total commercial revenues are reasonable, an adjustment was required 114 

to the customer billings to reflect the use of an older distribution of meter billings 115 
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by meter size (as discussed in my rebuttal testimony).  Starting at page 19, line 116 

430 through page 21, line 463 of my rebuttal testimony, I discuss in depth as to 117 

why Mr. Collins could not rely on the customer billings to determine the number 118 

of customers used in the projected commercial revenues.   119 

  The Company has prepared a restructured version of the revenue budget 120 

excel model that uses more current information for the distribution of meters 121 

between the various meter sizes.  The revised revenue model was developed for 122 

use in future budgeting processes.  I have utilized this new model to validate the 123 

following: 1) that the Company’s commercial revenues for the test year are more 124 

appropriate than Mr. Collins’ recommendation and 2) that the Company’s test 125 

year revenues do include approximately 19,000 commercial customers.  126 

Attached as IAWC Exhibit 5.01SR is an exhibit that compares:  (i) the 127 

commercial revenues and billing determinants used from the Company’s new 128 

budget revenue excel model, with (ii) the revenues and the billing determinants 129 

from the updated E-5, which utilized the “prior” budget revenue excel model that I 130 

discussed in my rebuttal testimony. 131 

Q12.  Mr. Grubb, what does IAWC Exhibit 5.01SR show? 132 

A. The exhibit shows the following: 1) the total commercial revenues using the new 133 

budget revenue excel model produces revenues of $24,673,810 based on meter 134 

billings of 227,331 and water sales of 6,430,739,000 gallons, and 2) the total 135 

revenues using the prior budget revenue excel model produces revenues of 136 

$24,399,031 based on meter billings of 197,031 and water sales of 6,594,607.   137 
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These commercial revenue levels are more reasonable than the projection of 138 

$31.6 million that Mr. Collins is recommending. 139 

Q12. Does the Company’s test year commercial revenue calculation utilize a 140 

monthly customer count of 16,408?   141 

A. No, it does not.  IAWC’s revenue projection for the commercial customer class 142 

reflected 19,950 customers in 2010.  This is confirmed by the revised revenue 143 

projection model. 144 

Q13. What is the Company’s current number of commercial customers? 145 

A. As of October 31, 2009, IAWC had 19,088 commercial customers. 146 

Q14. Mr. Grubb, you mentioned previously a “reality” check regarding the level 147 

of commercial revenues.  Please elaborate. 148 

A. I have created a table below that shows the level of commercial revenues for the 149 

following periods: 1) Company’s proposed test year, 2) Commercial revenues for 150 

2008 using the authorized rates from Docket No. 07-0507, 3) Company’s 151 

budgeted 2009 commercial revenues, 4) Actual billed commercial revenues for 152 

the twelve months ended September 2009, 5) the actual authorized commercial 153 

revenues from Docket No. 07-0507, and finally 6) the IIWC’s proposed 154 

commercial revenues. 155 

Dollars are in millions  
1 Company proposed test year  $         24.40  
2 Revenue for 2008 at current rates  $         24.40  
3 Company 2009 Budget  $         24.50  
4 Actual 12 months ended 9/09  $         23.60  
5 Authorized prior rate case  $         24.30  
6 IIWC proposed test year  $         31.60  

 156 
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From the chart above, it is clear that IAWC’s projected level of commercial 157 

revenue in the test year is consistent with historical revenue levels and 158 

represents no change from 2008 levels.   Mr. Collins, by contrast has 159 

recommended an overstated level of commercial revenues.    160 

Q15. In your discussion above and in your rebuttal testimony, you discuss the 161 

meter billings in developing commercial revenues.  Are the Company’s 162 

projected commercial water sales for 2010 consistent and reasonable? 163 

A. Yes. The actual commercial water sales for the years 2003 through 2008 are 6.3 164 

billion gallons, 6.5 billion gallons, 6.8 billion gallons, 7.1 billion gallons, 6.7 billion 165 

gallons and 6.2 billion gallons, respectively.  These sales levels produced an 166 

average annual water use per customer over the last six years of 339,700 167 

gallons.  The Company’s updated E-5 schedule using the 19,950 commercial 168 

customers produces an average commercial customer use of 330,557 gallons 169 

and the resturctured version of the revenue excel model produces an average 170 

use of 339,460.  These sales levels are consistent and support the Company’s 171 

test year commercial revenues of $24,399,051. 172 

IV. RESPONSE TO AG WITNESS SMITH 173 

Q15. Mr. Smith continues to recommend (page 50)  that “affiliated management 174 

fees be limited to a 5% increase over the amount allowed in the prior case 175 

(i.e., a 5% increase over the $17.251 million amount from Docket No. 07-176 

0507 that excludes affiliate Service Company incentive compensation).”  177 

How do you respond? 178 
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A. Mr. Smith has not established a basis for his recommendation.  First, the use of 179 

the level of management fees from the previous rate case represents the use of 180 

expense levels that were first projected by the Service Company in 2006 when 181 

the planning cycle for 2007 – 2011 was being prepared.  Over three years has 182 

passed and the Service Company has seen increases in its costs for labor, 183 

pension, OPEB, maintenance and depreciation.  Second, Mr. Smith’s use of a 184 

5% inflation factor, which he connects into his discussion of a survey conducted 185 

by Hewitt for a U.S. Salary Increase Survey, does not support the use of his 5% 186 

inflation factor for increases in other expenses such as pension, OPEBs, 187 

maintenance and depreciation expense.  He argues that the 5% amount is 188 

roughly equivalent to a 3.3% labor increase over 18 months, but does not explain 189 

why use of this labor increase projections (or a labor projection at all) is 190 

appropriate.  As I discussed in my rebuttal and below, the Company’s test year 191 

projection is based on a detailed, bottoms-up budget, which reflects not just 192 

projected labor expense, but projections for employee benefits, maintenance, 193 

depreciation, employee expenses, travel, training costs, capital spending and 194 

other operating costs. 195 

Q16. Mr. Grubb, could you please review and discuss how the Company 196 

developed its projection for the Management Fees? 197 

A. Illinois American receives and pays for services from American Water Works 198 

Services Company, Inc. (“Service Company”) related to providing utility service to 199 

the customers of the Company.  The Service Company maintains organizations 200 

whose officers and employees are familiar with all facets of the water utility 201 
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business and are knowledgeable and experienced in the efficient management, 202 

financing, accounting and operation of water utility assets and the business.  The 203 

Service Company each year prepares an operating and capital budget.  The 204 

process that is used evaluates the operating needs of the Service Company and 205 

the level of costs needed to meet the service expectations of IAWC, as well as 206 

other American Water affiliates who use the services of the Service Company.  207 

This evaluation includes a review of employee levels, the benefits for the 208 

employees, contract services, rents, transportation costs, travel costs, building 209 

costs, depreciation, capital needs and other miscellaneous operating costs.  This 210 

process is performed each year and is critical in determining the appropriate cost 211 

to include in the business plan.   212 

Q17. Mr. Grubb, can you explain the management fee costs that have increased? 213 

A. Yes.  I will discuss the cost increases in two steps.  First, Mr. Smith starts with 214 

the level of management fees approved by the Commission in the last rate case, 215 

which was $17,250,322.  The test year in the last rate case was the twelve 216 

months ended June 2009.  The actual management fees incurred by IAWC for 217 

the twelve months ended June 2009 was $18,528,898.  (My discussion and 218 

analysis here will exclude all costs associated with incentive compensation, as 219 

IAWC has removed those costs from its projected test year level of management 220 

fees).  Thus actual management fees for the year ended June 2009 were above 221 

the amount allowed in rates in Docket 07-0507 by $1,278,578 or 7.41%.  The 222 

drivers of this increase were pension and OPEB costs in the amount of $604,365 223 

and depreciation expense of $520,826.  All other costs for the twelve months 224 
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ended June 2009 increased by just 1.00%.  The increase in pension and OPEB 225 

was caused by the recent decline in the stock market which impacted the level of 226 

plan assets.  Depreciation expense has increased due to investment the Service 227 

Company has made in depreciable assets such as building renovations, upgrade 228 

of computer systems and servers and the purchase of system software such as 229 

Hyperion and Power Plant. 230 

   I next address the increase in management fees from the twelve months 231 

ended June 2009 to the end of the current test year in this case, which is 232 

December 2010.  The projected increase in management fees from the actual 233 

twelve months ended June 2009 to the projected level for 2010 is $2,607,156.  234 

The drivers for this increase is labor and group insurance in the amount of 235 

$1,505,427, pension cost of $287,211, maintenance expense of $521,974 and 236 

depreciation expense of $683,487.  All other costs for the twelve months ended 237 

December 2010 are projected to decrease by 6.7%. The increase in labor and 238 

group insurance costs relates to merit increases, a decrease in the amount of 239 

labor costs capitalized and a small increase in the work force due to filling 240 

vacancies.   The increase in pension costs was discussed previously.  The 241 

increase in maintenance costs is related to the increase in Information 242 

Technology systems that we require maintenance agreements or service 243 

agreements.  And finally, depreciation expense has increased due to the 244 

purchase of depreciable assets.  The Company provided in workpapers a 245 

detailed list of all the assets that are in service or projected to be in service 246 

during the test year along with the calculation of the depreciation expense. 247 
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Q16. Mr. Smith further cites on pages 50-51 a number of reasons why he 248 

believes that his proposed 5% increase is “probably somewhat overly 249 

generous.”  Do any of these reasons have merit?   250 

A. No.  As discussed above and in my rebuttal, IAWC’s projected increase in 251 

management fees is based on a detailed budget that reflects specific projected 252 

increases for specific items. Mr. Smith has not established any basis for use of 253 

his general increase factor of 5%, nor has he challenged any specific items in the 254 

Service Company’s 2010 budget. Therefore, his recommendation should be 255 

disregarded. 256 

Q17. Mr. Smith asks on page 40 that “why a utility affiliated with a large Service 257 

Company cannot make more extensive and economical use of service 258 

company support for its recurring rate cases, and thus economize on the 259 

cost of outside attorneys and consultants.”  How do you respond? 260 

A. The Company does make economical use of in house legal staff in Illinois rate 261 

cases - in-house legal staff are actively involved in rate cases in a variety of 262 

areas (for example, coordinating discovery and planning for an attending public 263 

heardings).  However, as discussed in my rebuttal (IAWC Ex. 5.00R2, pp. 2-3), 264 

retaining a sufficient number of regulatory lawyers in-house at IAWC on a 265 

permanent basis to prosecute Illinois rate cases is less efficient and ultimately 266 

more expensive than using outside legal counsel to prosecute rate cases.  In 267 

addition, use of outside counsel allows IAWC to access highly experienced 268 

regulatory attorneys with extensive regulatory and rate case expertise.  As I 269 

discuss, rate cases in Illinois require application of substantial legal resources 270 
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over a relatively limited amount of time.  In most cases it will be more cost 271 

effective to obtain the “peak capacity” needed for a rate case from an outside 272 

firm.  An analysis of the cost-effectiveness of utilizing outside counsel was 273 

performed and was provided as a response to AG Data Request 10.21.  The 274 

analysis was performed using the data from the Service Fee Study cost 275 

structure, the legal costs in the current rate case and utilizing the Company’s rate 276 

case history since the 2002 rate case, which reflects a nine year period through 277 

the end of 2010 (during which there were three rate cases).  The analysis shows 278 

the cost of maintaining an additional staff of in-house regulatory attorneys to 279 

prosecute rate cases would have cost the Company an estimated $9.0 million 280 

over the nine year period.  Using outside legal counsel, the estimated cost is 281 

$2,790,000 for a total savings of approximately $6.2 million over the nine year 282 

period.  From this analysis, it is apparent that the Company’s approach to legal 283 

costs for rate cases is the least cost approach.  In addition, this analysis is 284 

considered conservative for at least three reasons:   285 

  1)  The analysis assumes that a general counsel, two attorneys and a 286 

paralegal would be a sufficient staff to prosecute a rate case for IAWC.  287 

Additional legal staff in-house might be required if there are extensively litigated 288 

issues, extensive discovery (e.g., IAWC has already responded to over 750 data 289 

requests in this proceeding), or multiple required studies (e.g., in the present 290 

case IAWC was required to perform a service fee study, a demand study, and a 291 

cost of service study).  An advantage of utilizing outside counsel is outside firms 292 
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can efficiently scale attorney resources up or down to meet the needs of a 293 

particular case; 294 

  2)  The analysis reduces the cost of an in-house legal rate case staff by the 295 

estimated cost to IAWC of in-house counsel who work on IAWC’s current rate 296 

case.  In-house counsel for IAWC provide services for the current rate case 297 

including, but not limited to, coordination of discovery responses, coordination of 298 

testimony preparation, and coordination of IAWC’s participation in public forums 299 

and other meetings.  The adjustment to the analysis for current in-house counsel 300 

cost assumes that these types of services would continue to be provided even if 301 

a complete in-house rate case team was retained; and 302 

  3)  The analysis assumes that an in-house rate case staff for IAWC could be 303 

retained at compensation levels similar to those attorney compensation levels 304 

used by the Service Company as shown in IAWC Exhibits 1.04 and 11.01 and 305 

related workpapers.  The Company believes, however, that to retain attorneys 306 

with comparable levels of regulatory and rate case expertise as that offered by 307 

outside counsel, IAWC would have to offer compensation levels higher than the 308 

compensation levels presently used for Service Company attorneys. 309 

V. RESPONSE TO AG WITNESS RUBIN 310 

Q18. Mr. Rubin asserts on page 12 that IAWC is classifying multi unit residential 311 

buildings as commercial in some areas and residential in others, and that 312 

“there is no reason why a customer with the same essential characteristics 313 

should be classified as residential in one service area but as commercial or 314 

public in another service area.”  How do you respond? 315 
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A. Due to legacy issues related to IAWC’s acquisitions of utilities such as Citizens, 316 

United Water and Northern Illinois, it is possible that certain customers, such as 317 

multi-unit residential buildings, could be classified as commercial in some 318 

districts and residential in others.   319 

Q19. Mr. Rubin states on page 12 that “It appears to me that there are dozens of 320 

customers in the service areas outside of Chicago Metro that are likely to 321 

be master-metered multi-family customers who are classified as 322 

residential.”  Do you agree? 323 

A. This is incorrect.  A review of the customer records indicates that there are only 324 

two residential customers outside of Chicago Metro that are master metered 325 

multi-family. 326 

Q20. Mr. Rubin states on page 12 that “As the Company recognizes in its cost of 327 

service studies, a 2-inch meter provides equivalent water flow to 328 

approximately 8 typical residential (5/8-inch) meters.  A 4-inch meter 329 

provides equivalent flow to approximately 25 typical residential meters.  I 330 

consider it highly unlikely that a single-family residential home would have 331 

a meter that is 2 inches or larger in size.”  Do you agree? 332 

A. It is not a common occurrence but it is possible that a single family residence 333 

would have a meter 2 inches or larger. 334 

Q21. Mr. Rubin also states on page 13 that it is “highly unlikely, therefore, that a 335 

single-family residential building – or even a two-family building – would 336 

consistently use more than 20 ccf per month.”  Do you agree? 337 
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A. No.  It is my experience that there are residential customers that use levels of 338 

usage in excess of 20 ccf per month. 339 

Q22. Mr. Rubin states on page 14 that “I conclude that it is very likely that there 340 

are master-metered multi-family customers who are classified as 341 

residential outside of the Chicago Metro area.”  How do you respond? 342 

A. The Company has reviewed its customer records and determined that there are 343 

only two customers outside of the Chicago Metro area that are master metered 344 

and are classified as residential. 345 

Q23. Mr. Rubin states on page 14 that “In addition, I am very concerned that 346 

IAWC apparently has classified master-metered multi-family customers in 347 

different ways in different services areas (and perhaps even within the 348 

same service area).  I recommend that the Commission order IAWC to 349 

conduct an audit to classify all such customers in the same way in all 350 

service areas.”  How do you respond? 351 

A. The Company agrees to undertake a review of its multi-unit residential 352 

customers.  The Company proposes to conduct a review of its multi-unit 353 

residential building customers to determine their customer classification and 354 

propose, if appropriate, a uniform classification of these customers as 355 

commercial, residential, or a separate multi-unit residential class.  The Company 356 

would make this proposal, and any related rate design proposals that the 357 

Company considers appropriate, in its next rate case. 358 
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Q24. Mr. Rubin states on page 14 that “I also recommend that the Commission 359 

order IAWC to establish a separate customer class for master-metered 360 

multi-family residential customers (I would suggest defining multi-family as 361 

three or more housing units).”  How do you respond? 362 

A. The Company will consider this in the review discussed above. As part of the 363 

review, IAWC will review whether establishing a separate customer class for 364 

master-metered multi-family residential customers would be appropriate in light 365 

of cost of service and other considerations. .  366 

Q25. Mr. Rubin states on page 14 that “In IAWC’s next rate case, IAWC should 367 

be required to separate the multi-family class in its cost of service study, 368 

and the parties and Commission can consider an appropriate rate design 369 

for that class.”  How do you respond? 370 

A. The Company will consider this in the context of the review discussed above. 371 

VI. RESPONSE TO STAFF WITNESS RUKOSUEV 372 

Q26. On page 9 of his rebuttal testimony, Mr. Rukosuev proposes to lower non-373 

residential 4th block rates to reduce the rate increase for the 100% 374 

customer class billing frequency for the Pekin industrial class, with a 375 

corresponding shifting of revenues to other rate classes.  Do you agree 376 

with his proposal? 377 

A. Yes.   While I do not agree that the increase to the 100% customer class billing 378 

frequency for the Pekin industrial class constitutes rate shock, for the reasons 379 

discussed by Mr. Herbert in his rebuttal, in the interests of resolving issues in this 380 

proceeding, the Company accepts Mr. Rukosuev’s redesign of Pekin industrial 381 

class rates as set forth on pages 8-9 of his testimony. 382 
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VII. RESPONSE TO STAFF WITNESS BOGGS 383 

Q27. Mr. Boggs recommends on page 10 that IAWC “revisit the detailed review 384 

of its customer billing system to assure inadvertent double counting of 385 

residential customers caused by a coding issue in the billing system has 386 

been corrected.”  How do you respond? 387 

A. The Company will revisit the issue to assure that the inadvertent double counting 388 

of residential customers has been corrected. 389 

Q28. Mr. Boggs recommends (on page 5 of his rebuttal testimony) that customer 390 

charges for Lincoln’s meter sizes 3” and greater be set equal to those in 391 

Zone 1 and Pekin so that they follow the path of more uniform rate design 392 

and movement toward STP.”  Please respond. 393 

A. The Company agrees to review and analyze this issue in the next rate case and 394 

if appropriate, a recommendation will be made to set Lincoln’s customer charges 395 

for meter sizes greater than 3” equal to those in Zone 1 and Pekin. 396 

VIII. REVIEW OF RATE DESIGN AND REVENUE REQUIREMENT 397 

Q29. Did the Company review the rate design and the revenue requirement of 398 

the Staff? 399 

A. Yes.  In our review, it appears that the Staff’s rate design will not produce Staff’s 400 

revenue requirement as recommended by Mr. Kahle.  The total revenue 401 

requirement recommended by Mr. Kahle per ICC Staff Exhibit 8.0, Schedule 402 

8.1R-Total is $227,675,141.  The total revenue requirement generated by the 403 

Staff’s proposed rate design per ICC Staff Exhibits ICC Staff Exhibit 12.0 and 404 

ICC Staff Exhibit 14.1R is $225,369,964.  It appears that the Staff’s rate design 405 

utilizes the billing determinants from the Company’s original Schedule E-5.  In the 406 
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update that was filed August 24th, the Company revised Schedule E-5 to reflect 407 

updates to customers and sales for certain districts.  Attached as IAWC Exhibit 408 

5.02SR is an exhibit that shows where the differences in the staff revenue 409 

requirement and the rate design are.  The Company recommends that the billing 410 

determinants used to calculate Staff’s present rate revenues of 179,590,358 as 411 

shown on ICC Staff Exhibit 8.0, Schedule 8.1R-Total, page 1, column (d) be used 412 

for rate design.  This will ensure that the final revenue requirement approved by 413 

the Commission will be properly matched to the rate design. 414 

Q30. Does this conclude your surrebuttal testimony? 415 

A. Yes, it does. 416 

 417 
 418 
 419 
 420 
 421 
 422 


