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I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Jennings Rowe McKinley II and my business address is 11401 8 

Lamar Avenue, Overland Park, Kansas 66211. 9 

Q2. Are you the same J. Rowe McKinley 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 respond to Staff witness Mr. 15 

Lazare’s rebuttal testimony regarding the development of capacity factors in 16 

IAWC’s Exhibit 13.01R1, the Report on Capacity Factors by Customer Class for 17 

the Illinois-American Water Company (“Demand Study”) and rebuttal testimony of 18 

IIWC witness Mr. Gorman concerning the application of capacity factors to 19 

proposed rate areas.   20 

III. RESPONSE TO STAFF WITNESS LAZARE 21 

Q4. Does Mr. Lazare agree that the “apparent discrepancies in the maximum 22 

month daily variations for residential class for the Pekin system and other 23 

systems” have been resolved? 24 

A. Yes. He states on page 4 of ICC Staff Exhibit 13.0 that, “The demand factors I 25 

proposed were designed to address the apparent discrepancies in the maximum 26 
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month daily variations for residential class for the Pekin system and other 27 

systems as well on the IAWC system.  To the extent that the revisions to the data 28 

eliminate these discrepancies, the justification for the alternative demand factors 29 

I proposed in direct evaporates.”   30 

Q5. Does Mr. Lazare continue to express concerns regarding the capacity 31 

factors developed by Black & Veatch? 32 

A. Yes. He states on page 5 that “The problems caused by the demand factor 33 

methodology proposed by IAWC are not resolved by the data or arguments 34 

presented in the Company’s rebuttal testimony.”   35 

Q6. Do you agree that there are still reasons for concern? 36 

A. No.  I believe the final Demand Study, IAWC’s Exhibit 13.01R1, adequately 37 

addresses the concerns previously raised by Mr. Lazare and should be accepted. 38 

Q7. Do you agree that, as Mr. Lazare asserts on page 7 that the Commission-39 

approved methodology for the Demand Study was not a detailed plan? 40 

A. I consider the Demand Study methodology to be a detailed plan.  It identified with 41 

specificity the steps required to undertake the Demand Study, the types of data 42 

to be collected (for example, billing summaries, prior customer class demands, 43 

system operating statistics) The Demand Study methodology also expressly 44 

stated that “actual demand data” would be used to establish potential adjustment 45 

factors (see IAWC Ex. 13.02, pp. 2-3 (Tasks 4 and 5)).  Moreover, the plan was 46 

presented at the September 23, 2008 workshop in Docket 08-0463 and all 47 

parties were given an opportunity to object to the proposed multi-year indirect 48 

study.  The plan was later approved by the Commission on October 3, 2008 49 
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through a Joint Motion for Clarification.  Mr. Lazare’s criterion for a detailed plan, 50 

i.e. “available and relevant data should be identified and the way that data is 51 

used to derive demand factors should be explained”, is impossible to meet 52 

because it is a circular argument.  To comply with his criteria, B&V would 53 

effectively need to complete the study before we presented the plan in order to 54 

know what relevant data was actually available, but we could not even start on 55 

the study until a plan was approved.  For example, it was not known during the 56 

early stages of our studies that daily data for a large number of residential 57 

customers in the Chicago Metro rate area was available.  This type of detailed 58 

data specific to one customer class is not typically available from a water utility.  59 

When this data was discovered, it was immediately used in the study in 60 

accordance with our scope of work which states: “To the extent possible, actual 61 

demand data will be reviewed and used as a possible basis for establishing 62 

potential weekly use adjustment factors.”  63 

Q8. With respect to the Demand Study’s use of actual Chicago Metro data, Mr. 64 

Lazare criticizes your reference to the 2007 Interurban demand study in 65 

explaining why use of Chicago Metro data was appropriate.  Is his 66 

interpretation of your reference to the 2007 Interurban study correct? 67 

A. No, my prior testimony did not seek to “tie” to the 2007 Interurban demand study 68 

(a “direct measurement” study); rather, I cited the 2007 study as being one item 69 

(of several) supporting the reasonableness of the Chicago Metro residential data.  70 

This comparison shows that residential daily variations in two separate and 71 

diverse sections of the state are very similar.  Moreover, I only compared 72 
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maximum day data for the Chicago Metro customers to the maximum day data 73 

measured in 2007 for the sampled residential customers in the Interurban district.  74 

No attempt was made to tie maximum hour data to Interurban because maximum 75 

hour data was not available for the sampled Chicago Metro customers and based 76 

on my experience, the maximum hour capacity factor of 6.0 previously 77 

determined for Interurban residential customers is very high compared with 78 

residential customers served by other water utilities.  Mr. Lazare incorrectly 79 

attempts to rebut a maximum day demand data comparison by using maximum 80 

hour data from the Interurban study that was not referenced in my prior 81 

testimony.  However, Mr. Lazare correctly points out that the comparison only 82 

includes two of the three sampled residential groups in the Interurban district but 83 

fails to note that the R1 or high density residential group was only excluded 84 

because of incomplete data due to meter malfunctions - just one of the problems 85 

inherent in attempting to use direct measurement data to determine customer 86 

class capacity factors. 87 

Q9. Mr. Lazare states on page 10 that differences between the Chicago Metro 88 

and Interurban data undermine your “claim that the Chicago Metro and 89 

Interurban demand data are comparable.”  How do you respond? 90 

A. I disagree.  While there are differences between the 2007 Interurban and 91 

Chicago Metro data, the purpose of the comparison in my rebuttal testimony was 92 

to show that the Chicago Metro data was similar to data from elsewhere in the 93 

state.  Further, the differences noted by Mr. Lazare pertain to maximum hour 94 

data not the maximum day comparison provided in my testimony.  Mr. Lazare 95 
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assumes that since Table 14 of the Demand Study (IAWC Ex. 13.01R1, p. 23) 96 

shows a maximum hour to average day demand ratio of 2.45 for Interurban, 97 

which is different from the 6.0 factor indicated by the prior 2007 studies, that the 98 

Chicago Metro and Interurban demand maximum day data are not comparable.  99 

This implies that maximum day data is only comparable if maximum hour data is 100 

comparable, which is not true.  It also implies that the prior 6.0 maximum hour 101 

factor for Interurban is correct, which I do not believe is true based on my water 102 

utility experience and the resulting system diversity factors presented in Table 19 103 

of the Demand Study (IAWC Ex. 13.01R1, p. 28).  Using the 2007 maximum hour 104 

factors from the 2007 study produces a maximum hour system diversity factor of 105 

2.36 for the SPSPSB rate area, which is well outside of the 1.4 upper limit 106 

considered reasonable by the AWWA manual.  In contrast, using the proposed 107 

2.45 Interurban maximum hour capacity factor contributes to a maximum hour 108 

system diversity factor for the SPSPSB rate area of 1.28 which is in the middle of 109 

the 1.1 to 1.4 range deemed acceptable by the AWWA manual.  As indicated in 110 

Table 19 of the Demand Study, all of the maximum hour system diversity factors 111 

derived from the 2007 maximum hour demand ratios are well above the 1.4 limit 112 

acceptable by the AWWA manual.  However, Table 19 also shows that the 113 

maximum day system diversity ratios for both the Demand Study and 2007 114 

Interurban study are within the range of reasonableness for all rate areas except 115 

the Chicago Metro rate area, which as previously explained is primarily 116 

residential with little customer class diversity.  It is appropriate therefore to 117 

compare the maximum day data. 118 
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Q10. Mr. Lazare also asserts on page 10 that you use an “inconsistent and 119 

selective reliance on the contents of the AWWA M-1 Manual for [the] 120 

proposed methodology.”  Do you agree? 121 

A. No.  As a member of the AWWA Rates and Charges Committee, I assisted in the 122 

preparation of the current edition of the AWWA M-1 Manual, and I have first-hand 123 

knowledge about its development.  The example used in Appendix A was for 124 

illustrative purposes only, and therefore it did not rely on any actual utility data.  125 

As explained in my rebuttal testimony, had a more realistic residential average 126 

day during the maximum month to average day factor been used in the 127 

Appendix A example (such as 1.35 which is compatible with the actual IAWC 128 

data developed in the Demand Study), the weekly usage adjustment required to 129 

derive the 2.50 residential capacity factor used in the M1 manual’s prior example 130 

calculations (Table 8-1, Page 68) would have been more consistent with those 131 

used in the Demand Study (approximately 1.38), which are based on actual billed 132 

and system measured data.  Accordingly, the discussion of the level of the 133 

weekly variation adjustment for residential customers, as addressed in Appendix 134 

A of the M1 Manual, was biased towards the hypothetical example and would be 135 

subject to adjustment in subsequent editions based on the use of actual utility 136 

billing information, such as that developed in conjunction with the Demand Study 137 

prepared for IAWC. 138 
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Q11. Please comment on Mr. Lazare’s statement on page 12 regarding weather 139 

sensitivity that “Many of the water uses [you] reference[], such as of 140 

automatic irrigation systems, yard size, type of grass and customer 141 

preferences and priorities for yard maintenance, could be considered 142 

weather sensitive usage.”   143 

A. My prior testimony was meant to rebut Mr. Lazare’s assumption that Chicago 144 

Metro is more weather sensitive than other IAWC service areas, by stating that 145 

other possible factors or variables influence residential water demands.  These 146 

include general economic conditions in different service areas, relative efficiency 147 

of plumbing fixtures and toilets, and relative mixture of single family versus 148 

multifamily units that Mr. Lazare is not questioning.  Factors also include whether 149 

customers install automatic sprinklers and their individual preferences for yard 150 

size and landscape type.  Therefore, although weather is influential in triggering 151 

additional water use, the amount of water use depends on each customer’s 152 

unique circumstances and “water culture” that can not simply be attributed only to 153 

weather sensitivity. 154 

Q12. Mr. Lazare states on page 13, with respect to the development of customer 155 

class variations, that the “weak link” in your testimony is “that water usage 156 

for commercial and industrial customers is less influenced by weather 157 

conditions than residential customers.  The implication is that this leads to 158 

more variability for the residential class during the peak month.”  How do 159 

you respond? 160 



IAWC Ex. 13.00SR 

 -8-

A. Commercial and industrial customers are less influenced by weather conditions 161 

than residential customers because they typically have smaller landscaped areas 162 

and the amount of water used for irrigation is typically a much smaller percentage 163 

of their total water use than it is for residential customers.  The graph of daily 164 

usage for a large sample of residential customers (IAWC Ex. 13.01R1, p. 16) 165 

shows the degree of daily usage variation of this customer group.  To argue his 166 

point about the alleged weak link being my statement that commercial and 167 

industrial customers are less influenced by weather than residential customers, 168 

Mr. Lazare offers a comparison of the Interurban residential minimum maximum 169 

day demand with the minimum maximum day demand for the Other Water 170 

Utilities customer class served by Interurban instead of using either commercial 171 

or industrial customer classes noted in my statement.  Both of the commercial 172 

and industrial customer classes in Interurban have lower minimum maximum day 173 

demands than the residential class.  The Other Water Utilities class is for 174 

wholesale water service and is therefore typically a mixture of largely residential 175 

customers in suburban areas with some commercial and possibly light industrial 176 

customers that are served as one composite group (master metered).  Therefore, 177 

his comparison of residential customers to Other Water Utilities, which are 178 

primarily residential in composition, does not contradict the conclusion “that water 179 

usage for commercial and industrial customers is less influenced by weather 180 

conditions than residential customers.”  As the Demand study indicates, it is 181 

possible for the minimum maximum day for the Other Water Utilities customer 182 

class or wholesale water customers, which primarily serve suburban residential 183 
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customers, to be higher than the more urbanized retail residential customer class 184 

on an average monthly basis.  However, their variations in daily water usage 185 

during the maximum month of usage are tempered by commercial water usage 186 

whereas those in the retail residential customer group are not. 187 

Q13. How do you respond to Mr. Lazare’s assertions on page 13 that “ IAWC 188 

assumes significantly less variability for the Other Water Utilities class to 189 

the point that it calculates a lower maximum day capacity factor than for 190 

the residential class? 191 

A. The Other Water Utilities customer class has a lower maximum day capacity 192 

factor than the residential class because it is a composite of primarily residential 193 

customers with commercial and possibly light industrial customer usage.  194 

Accordingly, it would be anticipated that the overall maximum day capacity factor 195 

for the Other Water Utilities class would be less than for the Residential class, 196 

due to the weighted influence of the lower peak demands associated with 197 

commercial and industrial customers through the master meter.   198 

Q14. Mr. Lazare argues on page 13 that “for one time period, the residential 199 

class is demonstrated to have less variation in usage while within a shorter 200 

time period the class is assumed by IAWC to exhibit more variation in 201 

usage.  The Company has failed to present a compelling argument to 202 

support this assumption.”  Is this correct? 203 

A. No.  Residential users in the service area, which is served by the Other Water 204 

Utilities master meter, will likely influence the peak month due to their irrigation 205 

demands and water usage relative to other customer classes.  However, the 206 
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daily variation of the residential and commercial customers served by the master 207 

meter for this customer class will be less than those of a pure residential class 208 

due to the influence of commercial and possibly industrial customers that are less 209 

influenced by weather patterns and that have lower overall peak day demand 210 

characteristics. 211 

Q15. Mr. Lazare also states on page 14 that you do not explain why “greater 212 

residential variability should exist only within the maximum month and 213 

nowhere else” and that your “argument is left with a fundamental 214 

contradiction.”  How do you respond? 215 

A. On  customer class basis, residential water usage is influenced more by weather 216 

conditions than other types of usage than other customer classes and thus a 217 

greater share of annual residential usage naturally occurs in typically hotter and 218 

dryer summer months than other months.  The graph on Page 16 of the Demand 219 

Study (IAWC Ex. 13.01R1, p. 16) shows daily variations in each of the three 220 

summer months plotted with the peak daily variation occurring in July, the peak 221 

month of the sampled residential customers.  222 

Q16. Mr. Lazare criticizes the determination of the variations in usage of the 223 

different rate classes as based on judgments to transform that data into 224 

ratios.  Please respond.   225 

A. Daily variation data for other customer classes was not available for the Demand 226 

Study, nor is this information typically available in any water utility’s records since 227 

daily pumpage records typically relate to the water system as a whole that serves 228 

all customer classes.  However, residential information was available in the 229 
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Chicago Metro area which is very unusual since this data is not commonly 230 

available in other water systems.  Therefore, since “actual experience” of the 231 

daily variations of non-residential customer classes is not available, judgments 232 

must be made concerning how the daily variations in demands for the other 233 

customer classes relate to the residential class.  The peak day demand 234 

relationships between residential and other customer classes, wherein residential 235 

generally has the highest peak demands, commercial the next highest peak 236 

demands and industrial the lowest peak demands, is typically found in water 237 

utilities and forms the basis for the design of a typical declining block rate 238 

structure.  This provides a single rate structure applicable to all customer classes 239 

wherein the highest-priced first rate block is designed to match the higher peak 240 

requirements and costs imposed on the system by the residential customer 241 

class, the second lower block rate to match the medium demands of the 242 

commercial class and the last rate block to recognize the lower demands and 243 

resulting costs imposed on the system by the industrial customer class.  244 

Accordingly, since IAWC has historically utilized a declining block rate form 245 

based upon the relationships between customer class capacity factors used and 246 

approved in prior rate studies, it was considered reasonable to recognize those 247 

same relationships in the Demand Study.  Such relationships were verified and 248 

“tested for accuracy” in the current Demand Study by comparing the resulting 249 

system diversity factors with the range considered reasonable by the AWWA M1 250 

Manual. This reasonableness test is explicitly discussed in the AWWA M1 251 

Manual and is part of the methodology approved by the Commission for the 252 
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Demand Study.  Application of the same set of relationships in all rate areas 253 

produced diversity factors in the reasonableness range and provides state-wide 254 

consistency.   255 

Q17. Does the accuracy of the Company’s proposed demand factors depend on 256 

the extent judgments conform to actual experience? 257 

A. No.  Judgments used in developing capacity factors may not conform to every 258 

specific item of actual data available.  However, it is important to be able to use 259 

actual experience to confirm judgments made – thus the Demand Study used 260 

actual data from the four Chicago Metro districts to confirm initial judgments 261 

regarding appropriate residential daily variations.  Moreover, as the approved 262 

Demand Study methodology makes clear, customer class demand variations do 263 

play a key role in the development of maximum day and maximum hour capacity 264 

factors.  Non-coincidental capacity factors are used to estimate total non-265 

coincidental demand that can be compared with the system’s coincidental 266 

demand to determine the reasonableness of the resulting system diversity 267 

factors.  Moreover, the non-coincidental demand factors provide an equitable 268 

basis for the cost allocations among classes for demand and usage related costs 269 

on each class’ non-coincidental demand, proportionally spreading the costs 270 

savings due to system diversity on such demands.  As previously stated, if the 271 

system diversity factors are within the range considered reasonable by the 272 

AWWA M1 Manual, then the customer class capacity factors can also be 273 

considered reasonable.  This has proven to be the case for all of the proposed 274 
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capacity factors in each rate area with the exception of the Chicago Metro rate 275 

area which is primarily residential with little system diversity. 276 

Q18. Mr. Lazare discussed the West Virginia demand study on page 16.  Do you 277 

have any comment on his discussion? 278 

A. Mr. Lazare states on page 16-17 that “The failure to provide an informed 279 

discussion of the West Virginia study calls into question whether IAWC has 280 

thoroughly and reasonably researched the direct measurement issue and drawn 281 

reasonable conclusions about the cost, time and reasonableness of such a 282 

study. It undermines the conclusions of IAWC witnesses McKinley and Kaiser 283 

that an indirect approach is a superior alternative.”  I do not agree.  Mr. Kaiser’s 284 

surrebuttal discusses reasons why the West Virginia study is not comparable to 285 

IAWC’s situation.  My criticisms of the direct measurement approach as set forth 286 

in my rebuttal testimony would apply in any jurisdiction, and were made in light of 287 

the circumstances in which such a study would be performed in Illinois (e.g., 288 

state-wide, in numerous districts and service areas, covering over 300,000 289 

customers).  290 

Q19. Mr. Lazare states on page 18 that “IAWC has failed to demonstrate that the 291 

proposed demand factors accurately represent the relative shares of 292 

maximum day and maximum hour demands for the rate classes on the 293 

IAWC systems.”  How do you respond? 294 

A. I disagree.  The customer class capacity factors were developed in accordance 295 

with the Commission approved methodology and their reasonableness was 296 

verified by the resulting system diversity factors.  In addition, the proposed 297 
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capacity factors are very similar to the customer class capacity factors that were 298 

approved and used in prior rate cases.  Therefore, his subsequent 299 

recommendation to “allocate any revenue change among rate classes on an 300 

equal percentage, across the board basis” is without basis. 301 

IV. RESPONSE TO IIWC WITNESS GORMAN 302 

Q20. Mr. Gorman expresses concern that the Company did not specifically 303 

develop capacity factors for the Company’s proposed Rate Zone 1 with 304 

Champaign.  Do you agree with his concern? 305 

A. No.  I agree with the assertion that capacity factors specifically for the proposed 306 

Zone 1 rate area with or without Champaign was not developed until my rebuttal 307 

testimony, but the component parts required for the development of such 308 

capacity factors were available.  In addition, development of proposed rate areas 309 

was not part of our scope of work nor was it specified in the approved 310 

methodology.  According to IAWC witness Paul Herbert, there is no material 311 

difference in using the Zone 1 capacity factors over those developed for the 312 

SPSPSB rate area.   313 

Q21. Does this conclude your surrebuttal testimony? 314 

A. Yes, it does. 315 

 316 


