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M E M O R A N D U M________________________________________________ 

 

TO: The Commission 
 

FROM: Larry Jones, Administrative Law Judge 
 

DATE: March 22, 2010 
 

SUBJECT: Illinois-American Water Company (“IAWC”)  
 
 Proposed general increase in water and sewer rates. (Tariffs 

filed May 29, 2009) 
 

STATUS: Briefs on exceptions (“BOEs”) and reply briefs on exceptions 
(“RBOEs”) have been filed. A post-exceptions order, under a 
cover memorandum dated March 19, is on the agenda for 
March 24.  

 

RECOMMENDATION: An oral argument is scheduled for March 23. The issues that 
will be argued, and parties who will be participating, are 
identified below.  

 

 
IAWC provides water service to numerous communities in Illinois.  “Zone 1,” with 

Champaign, encompasses the Southern district (Alton, Cairo and Interurban including 
East St. Louis), as well as the Pontiac, Streator, Peoria, South Beloit, Sterling and 
Champaign districts. The other rate areas for water service are Lincoln, Pekin and 
Chicago-Metro Water. IAWC also provides public utility wastewater service in the 
Chicago-Metro Sewer district.  In all, IAWC serves over 300,000 customers in Illinois. 

 
There were numerous Intervenors, and many contested issues. Post-hearing 

briefs and BOEs were filed by the Commission Staff, the Office of the Attorney General 
(“AG”); the Citizens Utility Board; Illinois Industrial Water Consumers; the Village of 
Bolingbrook; and jointly by the Village of Homer Glen, City of Champaign, City of 
Urbana, et al.  

 
It is noted that many of the adjustments proposed by Intervenors would be 

adopted in the proposed order and post-exceptions order, in whole or in part, which 
reduces the revenue increase. 

 
Oral argument, requested by the AG and by Homer Glen et al., was granted by 

the Commission.  Regarding the scope of oral argument, the current list of issues to be 
argued is as follows: 
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1. Appropriateness of IAWC’s Cost of Service Study and the sufficiency of 
the demand factors used (Section VII in post-exceptions order); 

 
2. the implications and effect of recent and proposed IAWC rate increases 

on findings of reasonableness and on ratepayers (Section VIII.M); (note: 
among other things, this section of the proposed order summarized public 
comments; some additional examples have been included in the post-
exceptions order as suggested in the AG’s BOE and replacement 
language); 

 
3. rate base, including proposed adjustments to cash working capital 

(Section IV.A), and the business systems plan (Section IV.B); 
 
4. proposed adjustments to operating expenses, including affiliated Service 

Company fees (Section V.B); the effect of inflation (V.E); current rate case 
expenses, including the effect of Section 9-229 of the Public Utilities Act 
(V.I); and recovery of prior rate case expenses (V.H); 

 
5. amount and cost of short-term debt in the capital structure (Section V.A 

and V.B); (note: cost of equity is a contested issue but no party requested 
oral argument on it); 

 
6. rate design, including the amount of the residential customer charge 

(Section VII.C); the declining usage block for multi-family buildings; and 
the private fire protection charges in Chicago Metro (VII.G); 

 
7. advertising practices of IAWC (Section VIII.M). 

 
Of the seven parties who filed briefs and BOEs, five of them intend to participate 

in oral argument. In the current order of presentation, they are: 
 
IAWC (Albert Sturtevant, presenter), 20 minutes, including rebuttal; 
 
Staff (Michael Lannon), 15 minutes; 
 
AG (Susan Satter), 15 minutes; 
 
Homer Glen et al. (Richard Balough), 15 minutes; 
 
Illinois Industrial Water Consumers (Eric Robertson), 15 minutes;  
Please note: it is possible that attorney Eric Robertson may be unable to 
participate due to illness.  
 
 
The deadline in this matter is April 25. 
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