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Subject 

Illinois-American Water Company (“IAWC”) management audit of Service Company 
fees. 

Summary 

Pursuant to the Commission’s Amendatory Order in Docket No. 09-0319, Staff 
recommends the Commission approve the attached Initiating Order for a new 
proceeding in which a management audit of IAWC’s Service Company fees would be 
conducted. 

Background 

On May 5, 2010, the Illinois Commerce Commission ("Commission") entered an 
Amendatory Order in Docket No. 09-0319 ("Amendatory Order"), a proceeding 
involving IAWC’s proposed general increase in water and sewer rates in which the 
Commission ordered that a management audit (“Audit”) be performed.  The 
Amendatory Order directed Staff, if Staff determined that it is necessary to engage a 
firm to conduct the Audit, to prepare an Initiating Order for Commission approval within 
30 days of the Amendatory Order. 

Staff has determined that it is necessary to engage a firm to conduct the Audit in order 
to meet the six-month timeframe imposed by the Amendatory Order.  Having 
determined that it is necessary to engage an independent firm to conduct the Audit, 
Staff has prepared the attached Initiating Order for Commission approval.  

The Initiating Order reflects the language of the Amendatory Order and incorporates 
additional language concerning the management of the Audit, including: 

 the issuance of a Request for Proposal (“RFP”) for the Audit,  

 a description of Audit costs to be paid by IAWC,   

 the scope of the Audit on current service costs,  

 a requirement that the General Accounting Office’s “Government Auditing 
Standards” control the conduct of the Audit, 

 IAWC’s responsibilities during the RFP phase to compile and have ready for the 
Auditor specific items that would be necessary for the Audit,  

 IAWC’s responsibilities during the Audit,  

 resolution of issues concerning the timeliness of information provided by IAWC,  
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 the process of moving Audit findings/results into the evidentiary record in future 
proceedings,  

 monthly progress reporting throughout the Audit, and 

 a timeframe of five business days for IAWC to provide technical changes to the 
draft Audit report. 

Recommendation 

Staff recommends that the Commission approve the Initiating Order attached to this 
Staff Report. 
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