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I. WITNESS IDENTIFICATION AND BACKGROUND 1 

Q1. Please state your name and business address. 2 

A. Barry L. Suits, 300 North Water Works Drive, Belleville, Illinois 62223. 3 

Q2. By whom are you employed and in what capacity? 4 

A. I am employed by Illinois-American Water Company (“IAWC” or the 5 

“Company”) as Vice President of Operations. 6 

Q3. Pleases summarize your education and employment history. 7 

I am a graduate of the University of Illinois with both a Bachelor of Science 8 

Degree in Civil Engineering and a Masters in Business Administration.  I 9 

began my career as a Resident Engineer for the Illinois Department of 10 

Transportation District 5 and, later, as a Civil Engineer for State Farm 11 

Insurance Companies.  I joined Northern Illinois Water Corporation in 12 

1993 as a Project Engineer.  In October 1994, I was promoted to the 13 

position of Engineering Supervisor.  In September 1999, I was promoted 14 

to the position of Operations Manager for the Champaign District, a 15 

position I held until my resignation in July 2004.  I returned to the 16 

Company in July 2005 as Network Operations Manager in the Champaign 17 

District.  In April 2011, I was promoted to my current position of Vice 18 

President of Operations. 19 
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Q4. Are you a member of any industry or professional organizations? 20 

A. I am a member of the American Water Works Association and the Illinois 21 

Society of Professional Engineers.  I am also a member of the Board of 22 

Directors of the Mahomet Aquifer Consortium. 23 

Q5. Please summarize your responsibilities as Vice President of 24 

Operations for IAWC. 25 

A. I am responsible for the oversight of all operational areas of IAWC, 26 

including water quality, field operations, production and maintenance for 27 

water and wastewater.  This oversight includes the development of 28 

operations strategies to improve business performance through employee 29 

development and technology implementation.  My role also ensures that 30 

operational integrity is maintained, including regulatory compliance in all 31 

facilities.  I am also responsible for the implementation of best operating 32 

practices to promote continuous improvement, operational efficiencies, 33 

innovation and excellent customer service.  I provide strategic and 34 

operational input to annual business plans, control operational budgets, 35 

and ensure that operational and financial targets are met or exceeded.   36 

Q6. As Vice President of Operations, are you generally familiar with the 37 

facilities and operations of the Company in each of its rate areas? 38 

A. Yes. 39 
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II. PURPOSE OF TESTIMONY 40 

Q7. What is the purpose of your testimony? 41 

A. My testimony describes the Company’s operations throughout the State of 42 

Illinois.  I also describe recently-instituted operating programs that will 43 

provide ongoing benefits to customers, and explain changes in certain 44 

operating costs since the Company’s last rate case, Docket No. 09-0319.  45 

Finally, I address my procurement, as Vice President of IAWC’s 46 

Operations function, of the services necessary to support that function 47 

from affiliated American Water Works Service Company, Inc. (the “Service 48 

Company”). 49 

Q8. Are you sponsoring any exhibits with your Direct Testimony? 50 

A. Yes.  IAWC Exhibit 2.01 provides a summary of the Company’s service 51 

areas and operations.  IAWC Exhibit 2.02 is a list of regulatory and other 52 

risk factors that impact IAWC.  IAWC Exhibit 2.03 summarizes IAWC’s 53 

tank panting plan.   54 

III. DESCRIPTION OF COMPANY’S OPERATIONS 55 

Q9. Please generally describe the business and service areas of the 56 

Company. 57 

A. The Company is a corporation organized and existing under the laws of 58 

the State of Illinois with its principal office in the City of Belleville, Illinois.  59 

IAWC currently owns, operates, and maintains potable water production, 60 

treatment, storage, transmission and distribution systems, and wastewater 61 

collection, pumping, and/or treatment systems for the purpose of 62 
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furnishing water and wastewater service for residential, commercial, 63 

industrial, and governmental users in its various districts.  IAWC’s service 64 

districts include Alton, Cairo, Champaign, Chicago Metro, Interurban, 65 

Lincoln, Pekin, Peoria, Pontiac, South Beloit, Sterling and Streator.  66 

Overall, IAWC serves approximately 308,000 customers in 126 67 

communities in Illinois.  IAWC is a wholly-owned subsidiary of American 68 

Water Works Company, Inc. (“American Water”), a holding company that 69 

owns the stock of water and sewer utility regulated subsidiaries operating 70 

in 20 states.   71 

Q10. Have you prepared an exhibit which summarizes, by service district, 72 

a description of the systems in each service district of the 73 

Company? 74 

A. Yes.  IAWC Exhibit  2.01 provides system data for each service district as 75 

of December 31, 2010.  It includes customer totals, source of water supply 76 

data, water sales data and wastewater services data. 77 

IV. OPERATIONAL PROGRAMS  78 

Q11. Is the Company implementing any operational programs to maintain 79 

reliable service to customers? 80 

A. Yes.  As discussed in the Direct Testimony of IAWC’s President, Ms. 81 

Teasley (IAWC Ex. 1.00), IAWC strives to deliver safe, efficient and 82 

reasonably-priced service to customers and to maintain a high level of 83 

customer service.  In order to maintain high-quality service, IAWC has 84 

undertaken a number of recent programs.  Implementation of a reliability-85 
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centered maintenance program that includes reactive, preventative and 86 

predictive/condition-based maintenance continues and will be complete by 87 

December 2012.  This program will provide many benefits to customers, 88 

including support for resource management, preservation of asset 89 

reliability and valuable information regarding asset performance.  The 90 

program will include scheduling and tracking of asset maintenance 91 

through a computerized maintenance management system with robust 92 

reporting capabilities which will allow the efficient maintenance or 93 

repair/replacement of assets.  This program will help to ensure that 94 

customers receive reliable, efficient service.  In addition, the Company has 95 

completed a number of projects across the state to reduce electrical 96 

usage and increase efficiency.  Specifically, installation of new electrical 97 

pumping equipment designed to reduce electrical demands and more 98 

efficiently manage water pump discharge pressures has resulted in 99 

reduced power usage and more constant and stable pump discharge 100 

pressures.  Along with the lower electrical usage, the better control of 101 

pump discharge pressures is believed to be, in part, a contributing factor 102 

to reduced numbers of water main and service line breaks.   103 

Q12. Please explain further the Company’s measures to address power 104 

consumption and related costs. 105 

A. The Company has completed a number of projects across the state to 106 

improve electrical pumping equipment, which have resulted in lower power 107 

consumption and thus contribute to lower fuel and power expense.  An 108 
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example of one of these projects is the improvements to the electrical 109 

pumping equipment at the Company’s East St. Louis Water Treatment 110 

Facility.  This project included the installation of a variable frequency drive 111 

(VFD) pump control.  The VFD pump control electronically changes the 112 

speed of the pump to match the system demands.  Not only does this 113 

improve electrical efficiency, it also limits pressure surges in the water 114 

distribution system and therefore helps reduce breaks associated with 115 

such surges.  The VFD control also reduces the power necessary for 116 

starting the pump, thus reducing power consumption, the size and cost of 117 

electrical switchgear and the demand charges from the electric utility.  118 

This project resulted in a reduction of power consumption per million 119 

gallons of water treated of over 30%.  In addition, approximately 80% of 120 

the electric power costs incurred by IAWC for water and wastewater 121 

treatment are fixed by contractual agreements currently in place.  These 122 

contractual agreements expire at or near year end 2011, and will be 123 

renegotiated.  Working closely with the Supply Chain procurement group, 124 

the Company intends to include essentially all electrical power usage in 125 

the new contracts and expects these costs to decrease with the 126 

renegotiation of the expiring contracts.  Overall, the projected costs for fuel 127 

and power in the current rate case test year are over $1 million below 128 

those projected in the last rate case test year (2010).  The type of efforts 129 

described above contributed to that reduction in costs.  130 
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Q13. Has IAWC’s overall Operations and Maintenance expense increased 131 

since the last rate case? 132 

A. No.  Overall, as IAWC President Ms. Teasley notes, IAWC’s total O&M 133 

expense has remained flat since the prior rate case test year.  I attribute 134 

this to IAWC’s ongoing efforts to control costs.   135 

Q14. Are there instances where IAWC’s expenses materially decreased 136 

since the last rate case test year? 137 

A. Yes.  One example is water treatment chemical expense. 138 

Q15. Please explain the decrease in chemical expense from the last rate 139 

case test year, calendar year 2010. 140 

A. The Company purchases chemicals used in the water treatment process 141 

through contracts negotiated by the support services of Supply Chain 142 

group.  The Company projects a decrease in the chemical expense from 143 

2010 to the current case test year of approximately $142,437.  This is in 144 

part a result of the market, procurement process (as discussed below) and 145 

negotiated contracts.  In addition, the Company continually reviews its use 146 

of chemicals for water treatment and looks for ways to reduce cost or 147 

make changes in the actual chemicals used that are more effective, 148 

thereby reducing costs even more.  For example, a mechanical device 149 

was installed in the Pontiac District to reduce the need for algae control 150 

chemical applications.  Also, more efficient chemical feed equipment was 151 

installed and improved analysis of raw water quality parameters was 152 
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instituted at several surface water treatment facilities across the state to 153 

help reduce carbon usage for taste and odor control. 154 

V. TANK PAINTING 155 

Q16. Please discuss IAWC’s tank painting program. 156 

A. The Company plans to paint or renovate a total of 3 tanks during 2011, 157 

including the Aldrich Tanks #7 and #8 at the East St. Louis water 158 

treatment facility and the Valleyview water storage tank in the Chicago 159 

District.  From January, 2012 through the September 30, 2013 test year 160 

end, IAWC plans to paint or renovate 9 tanks, including the Aldrich Tanks 161 

#1, #2, #3 and #5 at the East St. Louis water treatment facility, the 162 

Waycinden water storage tank in Chicago, the 7th Street water storage 163 

tank in Sterling, the Principia water storage tank in Alton, and the Fernway 164 

A and Fernway B water storage tanks in Chicago.   A detailed list of the 165 

tanks to be painted in 2011 and through the end of the test year, including 166 

the reason painting is required, and the projected cost for painting each 167 

tank in shown on the attached IAWC Exhibit No. 2.03.  168 

VI. BUSINESS RISK 169 

Q17. In connection with a rate of return analysis contained in her Direct 170 

Testimony (IAWC Ex. 10.00), IAWC witness Ms. Ahern refers to 171 

business risk faced by IAWC.  Have you prepared information 172 

regarding the specific business risks that affect IAWC’s operations? 173 

A. Yes.  The Company’s operations are subject to regulatory risk, risks 174 

related to availability and quality of source of supply, flooding risks, 175 
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environmental risks, and risks related to the nature of certain significant 176 

customers such as sale-for-resale customers.  I have prepared a summary 177 

of these risks, which is attached as IAWC Exhibit 2.02. 178 

VII. PROCUREMENT OF NECESSARY SUPPORT SERVICES 179 

Q18. What support services are necessary to IAWC’s Operations 180 

function?  181 

A. As discussed by the Direct Testimony of Ms. Teasley, (IAWC Ex. 1.00), 182 

numerous utility-related and customer-oriented services are required to 183 

operate a water and wastewater utility.  The Operations function of the 184 

Company, in particular, relies on construction, meter reading, field 185 

services and facilities maintenance, engineering, billing and accounting, 186 

finance, rates and regulation, external communications, human resources, 187 

legal, environmental regulation, supply chain, risk management/insurance 188 

procurement and employee safety.  189 

Q19. As Vice President of Operations for IAWC, in general, how do you 190 

procure those services necessary to support your function?  191 

A. As Ms. Teasley testifies, the Company procures services based on 192 

considerations of cost effectiveness, quality of service, timeliness of 193 

service provision, reliability of service and adequacy of alternate suppliers.  194 

I consider the same factors in obtaining the services necessary to IAWC’s 195 

Operations function.  Many of the utility services performed by the 196 

Operations function are performed by IAWC utility employees.  However, 197 

certain services such as engineering services, maintenance services (i.e. 198 
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supervisory control and data acquisition (SCADA) trouble shooting and 199 

maintenance, electrical switchgear thermalgraphic imaging, vibration 200 

analysis) and legal services are obtained from third party providers, 201 

including the Service Company.   202 

Q20. What services from the Service Company are utilized by Operations? 203 

A. The Operations function of IAWC procures services for meter reading, 204 

field services and facilities maintenance, engineering, billing and 205 

accounting, finance, rates and regulation, external communications, 206 

human resources, legal, environmental regulation, supply chain, risk 207 

management/insurance procurement and employee safety from the 208 

Service Company. 209 

Q21. Why does IAWC’s Operations function utilize support services 210 

supplied by the Service Company? 211 

A. For several reasons. As further discussed in Ms. Teasley’s Direct 212 

Testimony, the Service Company is often the most cost-effective and 213 

efficient source for support services.  The Service Company provides 214 

IAWC and the other American Water operating companies services at cost 215 

with no mark-up, per the Services Agreement, and Service Company 216 

employees are necessarily expert in all aspects of both water and 217 

wastewater utility service and IAWC’s operations in particular.  Further, 218 

the Service Company works closely with the Operations function at IAWC 219 

on a daily basis, and so has a strong institutional knowledge and 220 

continuity of experience with IAWC’s operations that I believe would be 221 
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very difficult to replicate through a non-affiliated third party service 222 

provider.  Accordingly, the Service Company is typically the best option for 223 

procurement of support services from outside parties necessary to IAWC’s 224 

Operations function. 225 

Q22. You indicated you utilize the services of the Service Company’s 226 

Supply Chain function.  Specifically, how does Supply Chain benefit 227 

IAWC’s Operations function? 228 

A. Use of the Service Company allows IAWC to “share” the cost of the 229 

functions within the Service Company that provide those services.  This 230 

sharing results in economies of scale and multiple benefits to IAWC, and 231 

consequently, its customers.  Supply Chain provides a good example.  232 

Consolidation of the operating companies’ purchasing needs allows the 233 

Service Company to procure goods necessary to all of the operating 234 

companies’, including insurance, chemicals and piping, on a large scale.  235 

This results in increased bargaining power, and procurement of the goods 236 

at a cost lower than that at which IAWC could procure the goods as a 237 

stand-alone entity.  This also ensures standardization of contracts.  238 

Therefore, IAWC need not expend resources negotiating or renegotiating 239 

contracts with suppliers.    240 

 As I stated earlier, in my role as Vice President of Operations, I am 241 

responsible for IAWC’s water quality.  An example of how Supply Chain 242 

reduces my costs is its procurement of the chemicals used in the water 243 

and wastewater treatment process.  The Service Company’s Supply Chain 244 
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personnel procure those chemicals for IAWC through a nation-wide 245 

negotiated contract, thus giving IAWC the ability to purchase chemicals at 246 

a negotiated price based on the chemical usage volumes generated to 247 

treat water and wastewater to serve a population of more than 15 million 248 

people that represent all of the subsidiaries of American Water, not just 249 

the 308,000 water and wastewater customers of IAWC.   250 

Q23. Did the Service Company’s Supply Chain function procure all of 251 

these chemicals on IAWC’s behalf in 2010? 252 

A. Yes.  253 

Q24. At what cost to IAWC? 254 

A. The actual cost of chemicals procured through the supply chain in 2010 255 

was approximately $7,361,600. 256 

Q25. What approximate savings resulted from use of the Service 257 

Company’s Supply Chain function in this regard? 258 

A.  It is estimated IAWC saved $300,724 in 2010 through the Supply Chain’s 259 

process of competitive bidding for the required chemicals and further 260 

negotiations with the successful bidder. 261 

Q26. Are these cost savings reflected in the test year in this proceeding? 262 

A. Yes. 263 

Q27. Can you provide any other examples of the value of the Service 264 

Company in providing services to IAWC? 265 

A. Yes.   Two other examples of the value IAWC realizes from the use of the 266 
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Service Company include employee safety as well as flood response and 267 

mitigation at the Pontiac and Cairo water treatment facilities. 268 

Q28. Please discuss the employee safety program. 269 

A. Through the assistance of the organizational risk management group of 270 

the Service Company, IAWC has been able to improve the safety of its 271 

employees over time.  IAWC’s OSHA Recordable Incident Rate (ORIR) is 272 

currently at 1.5, which is below the industry average, and has improved in 273 

each of the past several years.  Significant drivers of this success include 274 

continuous improvement of the safety program through routine safety 275 

discussions, root-cause investigations, sharing of investigation findings 276 

with all employees, and annual recognition. The organizational risk 277 

management group’s depth of experience, knowledge of the business and 278 

operation, continuity of service and ability to share information from across 279 

a broad group of operations makes them effective at helping IAWC drive 280 

its safety performance. 281 

Q29. What was the value of the Service Company to IAWC’s response to 282 

the flood events in the Pontiac and Cairo districts? 283 

A. IAWC experienced two extraordinary flooding events, one in the Pontiac 284 

District in 2008 and one in the Cairo district in 2011.  In both cases, IAWC 285 

was able to utilize resources from across the state to respond promptly 286 

and mitigate the flooding impacts.  In both cases IAWC was able to 287 

maintain uninterrupted service to the communities.  The expertise of the 288 

Service Company was instrumental in achieving this result. In the areas of  289 
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field services and facilities maintenance, engineering, environmental 290 

regulation, supply chain, risk management/insurance procurement and 291 

employee safety, the Service Company provided critical support in helping 292 

IAWC successfully manage through these issues.  For instance, Service 293 

Company personnel provided guidance to IAWC on recommended 294 

emergency flood response actions to assure employee and public safety, 295 

protect the water treatment facilities, protect the environment and enable 296 

IAWC to restore service following the event as soon as reasonably 297 

possible.  The Supply Chain function assisted with prompt procurement of 298 

bottled water and empty potable water containers for customers to use 299 

transport potable water back to their homes from a bulk tank source.  Due 300 

to the nature of the flooding events, time was of the essence.  Therefore 301 

trying to separately and timely procure these types of services from an 302 

outside provider other than the Service Company would have been very 303 

difficult.  IAWC was recognized for its efforts and assistance in these 304 

floods by local authorities for providing critical supplies of water and fire 305 

protection services throughout the flood events.  Both the customers and 306 

the community benefited from the actions taken. 307 

Q30. Does this conclude your testimony? 308 

A. Yes. 309 


