
ILLINOIS COMMERCE COMMISSION 

Docket 09-0319 

IAWC EXHIBIT 1.00SUPP (REVISED) 

SUPPLEMENTAL DIRECT TESTIMONY (REVISED) OF 

KARLA O. TEASLEY 

_________________________ 

ILLINOIS-AMERICAN WATER COMPANY 

 
 

December 4, 2009



TABLE OF CONTENTS 
Page 

- i - 

I. WITNESS IDENTIFICATION AND BACKGROUND............................................. 1 
II. PURPOSE OF TESTIMONY ................................................................................ 1 
III. FUEL AND POWER EXPENSE ........................................................................... 1 
IV. IMPACT OF SERVICE COMPANY FEE INCREASE ON SELF-PROVISION 

STUDY ................................................................................................................. 2 



SUPPLEMENTAL DIRECT TESTIMONY  IAWC Ex. 1.00SUPP (Rev.) 
OF 

KARLA O. TEASLEY 
 

 

I. WITNESS IDENTIFICATION AND BACKGROUND 1 

Q1. Please state your name and business address. 2 

A. My name is Karla O. Teasley.  My business address is 300 North Water Works 3 

Drive, Belleville, Illinois 62223. 4 

Q2. Are you the same Karla O. Teasley who previously filed direct testimony in 5 

this proceeding? 6 

A. Yes I am. 7 

II. PURPOSE OF TESTIMONY 8 

Q3. What is the purpose of your testimony? 9 

A. The purpose of this supplemental testimony is to provide additional background 10 

information on updates to IAWC’s Fuel and Power expense discussed by Mr. 11 

Rich Kerckhove in his supplemental direct testimony (IAWC Ex. 6.00SUPP).  I 12 

also explain the impact of the increase to the projected level of test year service 13 

company fees on the self-provision study (IAWC Ex. 1.04) (“Self-Provision 14 

Study”), which I sponsored in my direct testimony. 15 

III. FUEL AND POWER EXPENSE 16 

Q4. Please discuss the reduction in the projection of IAWC’s Fuel & Power 17 

expense referenced by Mr. Kerckhove. 18 

A. As I state on pages 22-26 of my direct testimony (IAWC Ex. 1.00), the Company 19 

has instituted various measures to monitor and control costs on an ongoing 20 

basis.  Such measures include, among other things, programs to manage assets 21 

more efficiently, strategic sourcing through the Supply Chain function of the 22 

American Water Works Service Company, Inc. (“Service Company”), 23 
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consolidation of purchase across American Water’s operating companies, 24 

centralized customer support, and labor-cost controls.  As part of the Company’s 25 

strategic sourcing program, IAWC also utilizes an energy management group 26 

within the Service Company that works with local operations staff and third party 27 

electric providers to enter into long-term contracts that lock in rates for large 28 

consumption locations.  The reductions in the projected test year level of 29 

expense for Fuel and Power is an example of the cost control efforts of the 30 

energy management group.   31 

The reduction in the projected cost of fuel and purchased power is due to 32 

lower energy costs per unit negotiated by the energy management group. In 33 

June 2009, the energy management group solicited through an RFP process 34 

fixed and index pricing for electric power for terms of one, two and three years 35 

beginning January 2010.  The energy market was favorable for electricity buyers 36 

at the time and IAWC accelerated the timetable for negotiating a new contract to 37 

take advantage of this buying opportunity.  IAWC aggregated approximately 70% 38 

of its electric load to include in the RFP effort.  The power suppliers provided 39 

favorable pricing that allowed IAWC to lock in approximately 10% savings (from 40 

the previous contract price) on a fixed price, two year contract.  This reduced 41 

power cost is reflected in IAWC’s updated projection of Fuel and Power Expense. 42 

IV. IMPACT OF SERVICE COMPANY FEE INCREASE ON SELF-PROVISION 43 
STUDY 44 

Q5. Has there been a change in the level of Service Company fees projected for 45 

the test year? 46 
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A. Yes.  As discussed by Mr. Grubb (IAWC Exhibit 5.00SUPP), the projected level 47 

of Service Company fees has increased by $544,823. 48 

Q6. Does the increased test year level of Service Company fees affect the 49 

conclusions of the Self-Provision Study sponsored by you in direct 50 

testimony? 51 

A. No.  Although this increase to the projected Service Company fees would affect 52 

the hourly cost of services performed by Service Company employees, I have 53 

assumed that, to be conservative, the increase would not translate into an 54 

increased hourly cost for utility employees to self-provide services now provided 55 

by the Service Company.  I have reviewed the Self-Provision Study and updated 56 

it to reflect the increase to the projected Service Company fees.  With this 57 

update, as shown on IAWC Exhibit 1.01SUPP, the amount of the total additional 58 

cost for IAWC to self-provide services would decrease from $6,797,841 to 59 

$6,253,018.  This decrease in total additional cost to self provision the services 60 

being received from the Service Company does not have any material impact on 61 

the results of the Self-Provision Study.  The Self-Provision Study still establishes 62 

that for all services provided, the projected Service Company cost is significantly 63 

below the cost that would be incurred were the Company to self-provide these 64 

services. 65 

Q7. Does this conclude your supplemental direct testimony? 66 

A. Yes. 67 

 68 
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