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7

WITNESS IDENTIFICATION AND BACKGROUND8

Q. Please state your name and business address.9

A. Robert E. Ervin, 322 N. Gilbert Street, Danville, Illinois, 61832.10

11

Q. By whom are you employed and in what capacity?12

A. I am the Area Manager of the Vermilion Division of Aqua Illinois, Inc. (“Aqua Illinois”13

or the “Company”) which owns and operates the water system serving the City of 14

Danville and adjoining areas in Vermilion County, Illinois.  Aqua Illinois is a subsidiary 15

of Aqua America, Inc., headquartered in Bryn Mawr, Pennsylvania (“Aqua America”). 16

17

Q. Please state your educational, professional and business background and 18

experience. 19

A. I graduated from Eastern Illinois University in Charleston, Illinois in 1983, where I 20

received a Bachelor of Science Degree in Accounting.21

22
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After graduating from college, I worked for Hyster Company in Danville, Illinois.  I was 1

employed in the accounting area and held various financial positions from 1984 to 1987.  2

3

I was first hired by Consumers Water Company in May of 1987 as the Accounting 4

Supervisor of Inter-State Water Company in Danville, Illinois, and from 1988 to 1994 5

served as the Accounting Manager & Treasurer.  In these positions, I was responsible for 6

all accounting functions for this investor-owned public water utility.  My duties 7

included, among other things, the preparation of operating and capital budgets, arranging 8

long-term and short-term financing, preparation of exhibits and testimony for new rate 9

requests and business planning. In January of 1994, I was named Vice President and 10

Treasurer in the corporate office of Consumers Water Company located in Portland, 11

Maine.  I was responsible for all corporate treasury functions, including banking 12

relationships, cash management and budgeting.  I was also responsible for the 13

coordination of subsidiary rate filings that included the submission of written and oral 14

testimony before state public utility commissions.  In this position, I participated on a 15

Federal EPA Working Group in Washington, D.C. in developing drinking water state 16

revolving fund guidelines.  In January of 1998, I was named President of the Consumers 17

Service Company located in Boardman, Ohio.  This was a wholly owned subsidiary of 18

Consumers Water Company and subsequently merged into Philadelphia Suburban 19

Corporation (“PSC”), which later changed its name to Aqua America.  In this position, I 20

was responsible for establishing and leading a centralized financial services company 21

serving subsidiary offices in five states.  These services included company-wide 22

accounts payable, payroll, financial reporting, budgeting & rate filing assistance.  In 23
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addition to the duties as President of the Consumers Service Company, I was also named 1

the Treasurer of all of the Consumers companies subsequent to the merger with PSC.  In 2

May of 2000, I left Aqua America and served in various capacities with First National 3

Bank of Danville, Illinois, which was subsequently acquired by First Financial Bank of 4

Terre Haute, Indiana.  Between 2000 to 2011, I served in various banking capacities and 5

for nine of those years served as a senior officer heading up the trust and investment 6

services area for these banks.  In May of 2011, I returned to Aqua America as Area 7

Manager of Aqua Illinois for the Vermilion Division.8

9

My professional affiliations include being a member of the Illinois Section of the 10

American Water Works Association.11

12

Q. What are your responsibilities as the Area Manager for Aqua Illinois? 13

A. I have overall responsibility of the day-to-day operations of the Vermilion Division.  I 14

also assist the Company's President and other officers in developing goals and objectives 15

for the Company, and in administering policies and procedures as approved by the 16

Company's Board of Directors.  I am part of the Company’s management team, which 17

establishes employee levels, working conditions and safety requirements.  My 18

responsibilities include establishing guidelines for the negotiation of labor contracts with 19

the labor union representing employees in the Vermilion Division as well as other special 20

contracts.  I have the responsibilities associated with providing excellent customer 21

service, and developing and controlling the Company's operating, maintenance and 22

capital budgets as well as providing direction in the areas of construction, purchases or 23
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other acquisitions, operation, maintenance and protection of all property, facilities and 1

equipment required to maintain water quality standards and continuity of service.2

3

Q. Are you familiar with the property, business and operations of the Vermilion 4

Division?5

A. Yes, I am.6

7

INTRODUCTION8

Q. What is the purpose of your testimony?9

A. The purpose of my testimony is to provide background information regarding the 10

Vermilion Division.  In addition, I will discuss the facilities and operations of the 11

Vermilion Division as well as certain matters related to the projections developed for the 12

Division.  I will also discuss: (i) notice of the rate filing; and (ii) future capital 13

requirements. Business risks attendant with the operation of water and wastewater 14

facilities in Illinois are covered in testimony provided by Craig Blanchette in Aqua 15

Exhibit 1.0.16

17

Q. Would you provide an overview of the Company’s filing with respect to Vermilion 18

Division?19

A. Yes.  The rate increase proposed in this proceeding is based on data for a 2012 future test 20

year. I will discuss operating matters for the Vermilion Division Tariff Area and the 21

future capital requirements. Mr. Paul Hanley, Controller for Aqua Illinois, will discuss the 22

development of the forecast for the test year, and sponsor the A, B, C, D and G Schedules of 23

Aqua. Mr. Hanley also will discuss the Company's capital structure. Mr. Harold Walker of 24
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Gannett Fleming, Inc. will present an analysis of the appropriate rate of return for common 1

equity and overall cost of capital. Mr. David Monie of G.P.M. Associates, Inc. will sponsor 2

the E-Schedules and supporting schedules with the proposed tariff changes in his3

testimony. 4

5

Q. Are you sponsoring any Exhibits in this proceeding?6

A. Yes.  I sponsor the 2009 Capital Additions set forth in Aqua Exhibit 3.1, the 2010, 2011 7

and 2012 Capital Additions set forth in Aqua Exhibit 3.2, and the Public Notice set forth 8

in Aqua Illinois’ Aqua Exhibit 3.3.  These exhibits were prepared by me, or under my 9

supervision and direction. 10

11

COMPANY BACKGROUND12

Q. Would you please give a brief history of Aqua Illinois?13

A. The history of Aqua Illinois, formerly Consumers Illinois Water Company ("CIWC"), 14

dates back to 1883 when the Danville Water Company was founded.  The Company's 15

common stock is held by Aqua America, Inc. formerly Philadelphia Suburban 16

Corporation ("PSC"). Aqua America is a Pennsylvania corporation with offices in Bryn 17

Mawr, Pennsylvania.  Aqua America provides certain services to Aqua Illinois pursuant 18

to the terms of a Services Agreement approved by the Commission.  PSC acquired 19

ownership of CIWC under an agreement, pursuant to which all of the outstanding 20

common shares of CIWC were acquired by a wholly-owned subsidiary of PSC.  The 21

merger was approved by the Commission in Docket 98-0602, and closed on March 10, 22
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1999.  In January 2004, PSC changed its name to Aqua America, Inc.; and in February 1

2004, CIWC changed its name to Aqua Illinois, Inc. 2

3

In 1883, the Danville Water Company constructed one of the first water filtration plants 4

in the Midwest.  In 1913, the Danville Water Company was sold and renamed Inter-5

State Water Company.  In order to ensure enough water from the North Fork of the 6

Vermilion River, a dam was constructed in 1914 at the present site of the raw water 7

intake. In 1926, the original dam was removed and the current dam constructed, thus 8

impounding Lake Vermilion.  In 1929, Inter-State Water Company added the Village of 9

Westville to the water-supply system.  Then, in 1956, Inter-State Water added water 10

service to the Village of Catlin. On November 12, 1986, CIWC acquired the common 11

stock of Inter-State Water Company. In 1988, CIWC purchased the Lake Boulevard 12

Water District and installed a main along North Vermilion to serve this new addition.  13

14

On September 21, 1995, Inter-State Water Company was merged into CIWC, with 15

CIWC as the surviving corporation. In 2001, CIWC acquired the assets of the 16

Vermilion County Airport water distribution system and the Walnut Hill Water 17

Association.  Water mains were then installed to serve the additions of these two new 18

systems.  In 2002, CWIC then acquired the assets of the Glendale Mobile Home Park 19

water distribution system and installed a main to serve this new addition.  On November 20

19, 2003, CIWC acquired the assets of the Village of Indianola water system, serving 21

122 customers.  The Village of Indianola is a stand-alone water system with a well, 22

storage tank and distribution system.  On March 17, 2004, Aqua Illinois acquired the 23
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assets of the Village of Philo water system, a 510 customer system located in 1

Champaign County. 2

3

Q. Will you please describe how the operations of Aqua Illinois are organized?4

A. Aqua Illinois consists of sixteen divisions, some of which provide water and wastewater 5

service and some of which provide only water service, in nine Illinois’ counties and each 6

with a separate tariff.  As noted, my testimony relates to the proposed rate increase for 7

the Vermilion Division, which is the Company’s Division that provides water service to 8

customers in Vermilion and Champaign Counties in east-central Illinois.9

10

PRESENTAND PROPOSED RATES11

Q. Mr. Ervin, please discuss the present rates of the Vermilion Division.12

A. The Division's present rates were established by a Commission Order in the Consolidated 13

Docket Nos. 07-0620-0621/08-0067, issued August 28 and effective September 5, 2008.  14

The rates approved in that case were developed based on a future test year ending 15

December 31, 2009.16

17

Q. Has the Company filed new and revised tariff sheets for the Vermilion Division?18

A. Yes.  By letter of transmittal, which has been identified as Aqua Exhibit No. 1.3, the 19

Company filed with the Commission new tariff sheets for the Division.  The proposed 20

tariff sheets are set forth in Schedule E-1 of Aqua Exhibit 8.1. Mr. David R. Monie 21

sponsors the E-Schedules and details the proposed changes in his testimony.22

23
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Q. Will the Company publish public notices of its filing in newspapers of general 1

circulation in the Vermilion area?2

A. Yes.  Such notices will be published once each week for two consecutive weeks in the 3

following newspapers of general circulation in the Vermilion service area: the Danville 4

Commercial News and the Vermilion County News-Gazette.  Copies of the notice and 5

certificates of publication attesting to the dates of publication for the public notices will 6

be submitted as Aqua Illinois Exhibit 3.3 when the certificates become available.7

8

Q. Will the public notice be posted in the Company's business offices?9

A. Yes.  Notices of the size and in the form specified by the Commission have been posted 10

in two conspicuous places in the business office of the Company at 322 N. Gilbert 11

Street, Danville, Illinois in accordance with 83 Ill. Admin. Code 255.  In addition, copies 12

of the tariffs and applicable rules and regulations will be maintained in the office.  Also, 13

employees who are able to explain these schedules to our customers will be available at 14

all times during regular office hours.15

16

Q. Will the Company also provide a notice and a description of the rate filing in bills 17

sent to customers? 18

A. Yes.  The notice will be included in the first bill sent to each customer after the 19

rate filing. 20

21
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Q. What are the primary reasons for proposing this increase in revenues?1

A. The primary reason for this request is to allow the Company sufficient opportunity to 2

earn a fair return of and on its capital investment, which is necessary to comply with 3

federal and state drinking water regulations and to provide safe and reliable water at the 4

level of customer service our customers expect.  The requested increase is also necessary 5

to permit the recovery of operating and maintenance expenses. As previously discussed, 6

the Vermilion Division's last rate Order was issued in Consolidated Docket Nos. 07-7

0620/07-0621/08-0067 and was based on a future test year of 2009.  The 2012 test year 8

levels of expenses and rate base have increased over the levels reflected in that Order. 9

10

VERMILION DIVISION AND FACILITIES 11

Q. Would you please describe the area served by the Vermilion Division?12

A. The Vermilion Division provides residential, commercial, industrial and municipal water 13

service, including fire protection, to customers located in Vermilion County, Illinois.  14

The Division provides retail service to its customers in the City of Danville, the Village 15

of Tilton, and the Village of Indianola in Vermilion County, and provides wholesale 16

water service to the Villages of Catlin and Westville.  The Division also provides water 17

service to the residents of the Village of Philo in Champaign County.  The Vermilion 18

Division serves approximately 20,600 retail customers directly and, through service 19

provided to its wholesale customers, provides water service to a total population of 20

approximately 55,000. 21

22
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Q. Will you please describe the Vermilion Division's facilities?1

A. Yes.  Vermilion obtains its water supply from the north fork of the Vermilion River on 2

which there are two dams. The upper dam, built in 1925, forms an artificial reservoir 3

known as Lake Vermilion.  The second dam, located at the purification and pumping 4

plant, creates an impoundment from which the raw water pumps withdraw raw water.  5

There are water pumps that lift the untreated raw water to the treatment plant where it is 6

treated.  The water is then chlorinated and stored before being pumped to the distribution 7

system. The treatment process includes instrumentation featuring distributed 8

programmable logic controllers and detailed report capabilities.  The facility includes 9

laboratory capabilities for the process and quality control to assure customers the highest 10

water quality.  There is also a stand-alone nitrate removal plant, capable of removing 11

nitrates from the finished drinking water when needed. The Vermilion Division’s 12

distribution system is made up of 294 miles of mains ranging in size from 1- inch to 24 -13

inches, on which there are 17,727 meters and 1,853 fire hydrants.  The total Distribution 14

System storage capacity is 9.85 million gallons.  15

16

For the twelve months ending December 31, 2010, the Division’s water production 17

facilities delivered to their distribution systems approximately 2.67 billion gallons for a 18

daily average of 7.32 million gallons.  The maximum delivery day occurred on June 24, 19

2006, with approximately 10.35 million gallons delivered. 20

21
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PLANT INVESTMENT1

Q. Have you prepared information showing the major additions to plant for the 2

Vermilion Division from January 1, 2009 through December 31, 2009?3

A. Yes.  This information is provided in Aqua Exhibit 3.1.4

5

Q. Do you have an Exhibit that shows the major additions for 2010 as well as items 6

included in the capital projection for the Vermilion Division in 2011 and 2012?7

A. Yes, these items are shown on Aqua Exhibit 3.2.   A detailed summary of plant additions 8

included as the Company's 2011 and 2012 investment projections is set forth in Exhibit 9

3.2.  Major capital projects in both years are necessary to insure system reliability and to 10

comply with the Safe Drinking Water Act as well as the Company's guidelines to ensure 11

safe drinking water to our customers.12

13

MATERIALS AND SUPPLIES 14

Q. Please discuss the Division's projection of its test year balance of materials and 15

supplies inventory as shown on Aqua Illinois Exhibits 8.1 – 8.17, Schedule B-16

8.1, sponsored by Mr. Hanley.17

A. Mr. Hanley discusses the method used to compute the inventory balance.  In my opinion, 18

the resulting test year balance of material and supplies inventory, as shown in Aqua 19

Illinois Exhibits 8.1 – 8.17, Schedule B-8.1, is reasonable and reflects the levels of 20

materials and supplies that the Division must have on hand for normal operations and 21

emergency repairs. 22

23
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LABOR COSTS1

Q. Would you comment on the forecasted level of labor expense for the Vermilion 2

Division?3

A. Yes.  Payroll expense for the Division is affected by the collective bargaining agreement 4

with the International Brotherhood of Electrical Workers.  The increased payroll 5

expenses in 2012 are based on general inflation rates and competitive market analysis of 6

wage increases in the water utility industry.  7

8

TANK PAINTING 9

Q. Please discuss the forecasted level of tank painting cost for the Vermilion 10

Division addressed on Schedule B-10 in Exhibit 8.9. 11

A. During the second quarter of 2011, the Company will paint the interior and exterior of the 12

1 million gallon elevated tank off of Ross Lane on the south side of the City of Danville.  13

Bid packages are being prepared and it is anticipated that the cost of the painting will be 14

approximately $100,000. The Company proposes to amortize this expense over a ten-year 15

period. The unamortized balance of this cost is included in rate base.16

17

SLUDGE DISPOSAL COST 18

Q. Please discuss how the sludge disposal expense was developed.19

A. The sludge disposal expense is based on the annual projection of sludge produced from 20

the treatment plant that is pumped to the three lagoons across the river from the treatment 21

facility. A contract has been secured to haul dry tons of sludge from the lagoons each 22

year. This amount is the estimated amount of sludge that is produced each year from the 23
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treatment plant, which is based on the volume of water produced and the quality of the 1

river water experienced during the year. The three year contract with Stanley Rebacz 2

Trucking sets the unit price per dry ton removed for 2011 and 2012 at $29.18 and $29.91 3

respectively.4

5

CONCLUSION6

Q. Does this conclude your testimony?7

A. Yes, it does.8



2009 Capital Additions 

V ennilion Water 

Vermilion Water Project Titles 

Distribution System Improvements 
Valves 
Fire Hydrants 
Services 
Main Extensions & Contributed Property 
Meters 
Power Generation Equipment 
WTP Improvements 
Water Storage Improvements 
Communication Equipment and Upgrades 
Dam and Reservoirs 
Building and Grounds Improvements 
Tools and Equipment 
Information System Improvements 
Office Furniture and Equipment 
Security 
Total 

AQUA EXHIBIT 3.1 

Page 1 ofl 

Total 

1,066,712.74 

46,583.54 
167,076.27 

436,591.35 
1,133.86 

198,417.51 
9,992.21 

84,373.70 
113,244.53 

3,429.33 

376,437.23 
4,670.72 

24,683.41 

1,609.85 
1,166.11 

17,261.25 
2,553,383.61 



AQUA EXHIBIT 3.2 
2010,2011, and 2012 Capital Additions Page 1 of 1 

Vermilion Division 

Vermilion Water Additions 2010 2011 2012 

Office Furniture and Equipment 11,845.79 10,600.00 6,100.00 
Communication Equipment and Upgrades 66,938.75 
Main Extensions & Contributed Property (79.18) 
Distribution System Improvements 3,060,906.47 808,046.00 750,000.00 
Valves 204,914.14 20,000.00 20,000.00 
Fire Hydrants 600,949.40 30,000.00 30,000.00 
Services 529,693.10 386,000.00 383,900.00 
Water Main Breaks 52,221.03 25,000.00 25,000.00 
Water Main Relocations 30,386.10 50,000.00 50,000.00 
Refunds to Developers 10,000.00 10,000.00 
Meters 212,073.15 485,439.00 245,000.00 
WTP Improvements 259,768.41 80,000.00 80,000.00 
Dam and Reservoirs 42,199.20 150,000.00 105,000.00 
Field Equipment 69,994.11 
Vehicles and Equipment 88,931.21 90,000.00 100,000.00 
Information System Improvements 32,267.44 
Well Improvements 50,000.00 
Water Storage Improvements 10,005.97 
Building and Grounds Improvements 25,825.00 
Tools and Equipment 26,736.72 36,000.00 35,000.00 
Power Generation Equipment 44.33 
Customer Service Equipment 9,000.00 6,000.00 
Security 11,157.76 20,000.00 20,000.00 
Total 2010, 2011 & 2012 5,336,778.90 2,260,085.00 1,866,000.00 



Dear Customer: 

PUBLIC NOTICE 

Notice of Proposed Change in Schedule of Rates to 
Customers ofthe Vermilion Division of Aqua minois, Inc. 

April 6, 2011 

EXHIBIT 3.3 

Aqua Illinois, Inc. hereby gives notice to the public that it has filed with the Illinois Commerce Commission (ICC) a 
proposed change in its rate schedules for water service in all areas served by the Vermilion Division, which includes 
the City of Danville, the Villages of Tilton, Philo and Indianola, unincorporated areas in Vermilion County and with 
purchased water service to the Villages of Westville and Catlin. 

Aqua's last request for a water rate increase was filed more than three years ago in 2008. 

RATE REQUEST 
The changes for all classes of water service, if approved by the ICC, would result in an overall revenue increase of 
10.8 percent. If this rate request is granted in full as filed, an average monthly residential bill (4,688 gallons) would 
increase by $4.83, ($.16 cents per day) to $53.67. At the new rate, customers would have a full day's worth of water 
(154 gallons) for $1.76 per day - approximately a penny per gallon. 

The proposed increase in rates is set out in Tariff ILL. C.C. No. 49, Section 2 filed with the ICC. 

This request will undergo a review by the ICC for up to II months. Since the last rate order in 2008 through the 
applicable period covered by this rate filing (2012), Aqua will have put into service nearly $11 million in 
infrastructure improvements, including several neighborhood water system improvements that increased water main 
sizes and improved fire protection; installation of new electric driven gate hoists at the Lake Vermilion Daru, as well 
as concrete rehabilitation of the dam structure; safety and process improvements for source-of·supply and water 
treatment; and upgrades to the water distribution systems in Danville, Tilton, Philo and Indianola to enhance water 
quality and fire protection service--representing improvements of approximately SSOO per water customer. 

ICC ROLE 
Customers should be advised that the ICC may alter or aruend the rates or conditions of service after hearings held 
pursuant to 83 Ill. Adm. Code 200 and may increase or decrease individual rates in aruounts other than those 
requested by the company. 

ACTIONS YOU CAN TAKE 
Any interested party may file a petition to intervene in the hearings pursuant to 83 Ill. Adm. Code 200. A copy of the 
proposed change in rate schedules may be inspected by any interested party at the business office of the company at 
322 North Gilbert Street in Danville, Illinois. All parties interested in the marter may obtain information with respect 
thereto either directly from Aqua Illinois or by addressing the Chief Clerk of the Illinois Commerce Commission, 
527 East Capitol Avenue, Springfield, Illinois 62701. 

Thomas M. Bruns 
Vice President and Regional Manager 
Aqua Illinois, Inc. 
Vermilion Division 




