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Introduction 1 

Q. Please state your name. 2 

A. My name is Scott J. Rubin.  I previously filed direct testimony in this case (AG Exhibit 3 

1.0). 4 

Q. What is the purpose of your rebuttal testimony? 5 

A. I will respond to various aspects of the rebuttal testimony filed by Aqua Illinois (“Aqua” 6 

or “Company”) witness David Monie (Aqua Exhibit 12.0). 7 

Q. On page 3 of his rebuttal, Mr. Monie states that his revised cost-of-service study 8 

(“COSS”) uses coincident peak demands and that he “lowered the extra demand 9 

factors” for each customer class.  Do you agree with his revised demand factors? 10 

A. No, I do not.  As I explained in my direct testimony, the demand factors Mr. Monie used 11 

in his original study for the non-residential classes did not use the actual monthly 12 

demands of those customer classes.  Mr. Monie has compounded this problem by 13 

lowering the demand factors for the non-residential classes, even though those factors 14 

already were too low.  For example, as I explained in my direct testimony, Mr. Monie 15 

used a demand factor of 1.15 times average day demand for the industrial class.
1
  But the 16 

monthly peak demand of the industrial class was 2.09 times the average month demand.  17 

It is physically and mathematically impossible for a class’s peak day demand factor to be 18 

less than its peak month demand factor.  Mr. Monie has now made this problem even 19 

worse by lowering the industrial class’s peak day demand factor to only 1.10 times 20 

                                                 
1
 Aqua Exhibit 12.1, Table 5 expresses the demand factors as percentages of average.  For example, Aqua’s original 

demand factor of 115 for maximum day industrial demand is 115% of average, or 1.15 times average day demand. 
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average day demand, which is only 52.6% of the monthly peak.  This demand factor is 21 

not credible because it is inconsistent with Aqua’s actual demand data. 22 

Q. Does Mr. Monie explain the basis for his revised demand factors? 23 

A. No, he does not.  As far as I can tell, the numbers are made up.  They do not bear any 24 

relationship to the levels of peak demand by each customer class on Aqua’s system that 25 

are actually measured.  On page 7 lines 147-150, Mr. Monie states that his revised 26 

demand factors “are appropriate given the need to utilize Coincident Peak Demand 27 

factors and are consistent with demand factors previously approved by the ICC for the 28 

Vermilion and Kankakee divisions.”  He still does not discuss the monthly data showing 29 

that his proposed daily and hourly demand factors for non-residential customers are  30 

inexplicably lower than the monthly demand factors, based on actual usage. 31 

Q. Are the demand factors previously approved by the ICC for the Vermillion and 32 

Kankakee divisions relevant to this docket? 33 

A. No.  Kankakee is not part of this case and has a different mix of commercial and 34 

industrial customers than do the utilities that are part of this case.  I do not know the 35 

source of the demand data for Vermillion in previous cases.  The information I am 36 

relying on in this case is the actual monthly demand data for each customer class for the 37 

most recent five years Aqua has provided.  Class demand patterns can change over time.  38 

One cannot simply assume that old demand data represents a class’s current 39 

characteristics. 40 

Q. Does Mr. Monie explain how he determined the coincident demand for each 41 

customer class? 42 
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A. No, he does not.  It appears that Mr. Monie simply lowered his original estimates of non-43 

coincident demand by a similar percentage so that the total demand would equal the 44 

coincident demand.  He does not provide any information about each class’s actual 45 

demand during system hourly, daily or monthly peak periods.  While the Company does 46 

not have the hourly or daily demand data that would be needed to perform a true 47 

coincident peak demand analysis, the monthly data provide a strong indication that 48 

Mr. Monie’s estimates of each class’s contribution to the system peak demand cannot be 49 

accurate. 50 

  Specifically, on AG Exhibit 2.01 I show each class’s demand during the system 51 

peak month for each year from 2005 through 2009.  The data on monthly system 52 

demands are included in Aqua Schedule 6.1, Table WP1a.  The data on monthly class 53 

demands are taken from AG Exhibit 1.03.  I then calculate the coincident month demand 54 

factor for each class in each year based on actual monthly billing.  I then show the 55 

maximum coincident month factor during this five-year period by calculating the ratio of 56 

class peak monthly demand to the class average monthly demand.  While each year is 57 

somewhat different, the result is that the largest monthly coincident demand factors for 58 

each class are quite similar, ranging from 1.26 times average demand for the industrial 59 

class to 1.39 times average demand for the commercial class.   60 

 There is nothing in these data to suggest that the residential class should have a 61 

coincident demand factor that is significantly higher than the other classes, or that the 62 

industrial class should have a demand factor that is significantly lower than the other 63 

classes, as shown in Aqua Exhibit 12.1, Table 5.  Mr. Monie has not explained the basis 64 
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for these demand factors and does not attempt to explain why they are reasonable in light 65 

of the Company’s own actual monthly demand data. 66 

  Further, as I explained in my direct testimony, it is highly unlikely that a class’s 67 

daily or hourly demand factor would be lower than its monthly demand factor.  Yet that 68 

is precisely what Mr. Monie has done in his rebuttal testimony:  he has daily and hourly 69 

demand factors for the industrial class that are lower than the class’s monthly coincident 70 

demand factor.  This cannot be accurate.   71 

Q. What do you conclude about Mr. Monie’s coincident demand factors? 72 

A. I conclude that his coincident demand factors are not supported by the underlying data.  73 

Using the only data available, I calculated monthly coincident demand factors that show 74 

coincident demands factors that are quite similar for each customer class.  I could not find 75 

any support for Mr. Monie’s demand factors in the Company’s actual data. 76 

Q. On pages 7-8 of his rebuttal, Mr. Monie states that allocating bad debt expense 77 

based on meter size “adequately takes into account the size of the bill for each 78 

customer.”  Is he correct? 79 

A. No.  While Mr. Monie appears to agree that it is appropriate to allocate bad debt expense 80 

based on bill size, he is not correct that meter ratios capture the difference in total bill, 81 

particularly among larger commercial and industrial customers where the meter charge 82 

represents only a small fraction of the total bill.  As I stated in my direct testimony, bad 83 

debt expense should be allocated based on the total bill.   84 
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Q. On pages 8-9 of his rebuttal, Mr. Monie discusses the amount of rate increase that 85 

should be recovered from Viscofan, the only large industrial customer.  How do you 86 

respond? 87 

A. Mr. Monie explains that the proposed increase for Viscofan is based on an alleged 88 

competitive alternative supply option available to the customer.  I do not believe that any 89 

information has been provided about this alleged alternative supply option or that any 90 

current cost estimate has been produced.  Thus, as an initial matter, I do not believe there 91 

is adequate information to develop a competitive rate option for this customer. 92 

  Moreover, even if such information were available, this type of competitive rate 93 

should be embodied in a contract that remains in effect for a period of years equivalent to 94 

the payback period of the competitive option.  As a very simple example, if a competitive 95 

supply option would require an investment of $1 million that would reduce costs for the 96 

customer by $100,000 per year, the option would have a ten-year payback period.  If that 97 

is the option the water utility must compete against, then the customer implicitly would 98 

be willing to make a 10-year commitment to supplying its own water.  If that is the case, 99 

then the utility also should require the customer to make a 10-year commitment to the 100 

supply of competitively priced water from the utility.  Thus, in this example, the utility 101 

should require the customer to agree to a 10-year contract with a minimum annual 102 

payment (either a minimum fixed charge or a “take or pay” obligation to purchase a 103 

certain quantity of water) that provides an equivalent price for the customer. 104 

  In other words, a utility’s response to an alleged competitive supply option should 105 

focus not only on the price, but also on the length of the commitment the customer must 106 

make.   107 
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Q. Do you have sufficient information to develop such a rate or contract for Viscofan? 108 

A. No, I do not.  This information has not been provided by Aqua or Viscofan. 109 

Q. Are you familiar with this type of agreement for other water utilities? 110 

A. Yes, I recently completed work on a case involving a 10-year contract between 111 

Pennichuck Water Works (a utility regulated by the New Hampshire Public Utilities 112 

Commission) and Anheuser-Busch Corp., the utility’s largest customer.  The contract 113 

includes a ratemaking formula that will be used to determine the rates paid by the 114 

customer over the 10-year term of the contract, including both a fixed-charge payment 115 

and a minimum water purchase (take or pay) requirement.  The contract term and 116 

minimum payments provide protection to the utility and its other customers, while the 117 

ratemaking formula provides the customer with a competitive price. 118 

Q. Without a commitment for a period of years equivalent to the competitive supply 119 

option and a minimum annual payment during that term, should a discounted rate 120 

be provided to such a customer? 121 

A. No.  In my opinion, it is grossly unfair to other customers to give a customer a 122 

competitive pricing option that does not include a time commitment equivalent to the 123 

competitive supply option, and minimum payments during that time period. 124 

Q. Mr. Monie discusses the various parties’ consolidation proposals on pages 9-12 of 125 

his rebuttal testimony.  How do you respond? 126 

A. Mr. Monie has not addressed my concerns with the impact of his proposal on customers.  127 

I understand the Company’s desire to simplify its tariff administration and move toward 128 

consolidated accounting and ratemaking for its divisions.  Such a movement, however, 129 
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must be governed by considerations of customer impact.  The Commission recently 130 

considered these issues in an order for Ameren Illinois Utilities (Docket No. 10-0517) 131 

where the Commission ordered the utility to continue to file separate ratemaking exhibits, 132 

and justify the rates, for each of its three rate areas until those areas’ rates were 133 

consolidated.  To my reading, that order requires the utility to offer evidence showing the 134 

degree to which its proposed rates are cost-based.   (Order at 19)  As the costs of serving 135 

different areas move close together, consolidation can be achieved consistent with cost of 136 

service principles and with minimal impact on customers.   137 

  In my experience with Illinois-American Water Company rate cases during the 138 

past 15 years, that is the path followed by that utility.  As I discussed in my direct 139 

testimony, it is my opinion that this is a reasonable way to move toward consolidation. I 140 

do not find any reasons in Mr. Monie’s rebuttal testimony to explain why Aqua should be 141 

allowed to deviate from the process this Commission has established and followed for at 142 

least the past two decades.  Aqua’s proposal would impose rate impacts on customers that 143 

are both extreme (in some cases more than doubling the rate) and not supported by cost 144 

of service. 145 

Q. Does this conclude your rebuttal testimony? 146 

A. Yes, it does. 147 


