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PREPARED SURREBUTTAL TESTIMONY 

OF LENA GEORGIEV 

ON BEHALF OF 

CHARMAR WATER COMPANY 

CHERRY HILL WATER COMPANY 

CLARENDON WATER COMPANY 

FERSON CREEK UTILITIES COMPANY 

HARBOR RIDGE UTILITIES, INC. 

KILLARNEY WATER COMPANY 

 

Q. Please state your name, title, business address and reason for your testimony. 1 

A. My name is Lena Georgiev. I am a Regulatory Manager for Utilities, Inc. (“UI”) and its 2 

subsidiaries. My business address is 2335 Sanders Road, Northbrook, Illinois 60062.  I am 3 

providing surrebuttal testimony on behalf of Charmar Water Company, Cherry Hill Water 4 

Company, Clarendon Water Company, Ferson Creek Utilities Company, Harbor Ridge 5 

Utilities, Inc., and Killarney Water Company (“Companies”) in response to testimony 6 

provided by the Illinois Commerce Commission’s (“ICC”) Staff and Attorney General’s 7 

witnesses. 8 

Q. Ms. Georgiev, have you previously filed testimony in this proceeding? 9 

A. Yes, I have. 10 

Q. What is the purpose of your surrebuttal testimony? 11 

A. The purpose of my surrebuttal testimony is to respond the various recommendations and 12 

adjustments proposed in the rebuttal testimony of the Illinois Commerce Commission Staff 13 

and Attorney General witnesses. 14 

REVENUE REQUIREMENT 15 

Q. Do you oppose the revenue requirements proposed by Staff in their rebuttal 16 

testimony? 17 
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A. Although the Companies do not necessarily agree with the basis for various adjustments, 1 

for the purpose of expediting these proceedings, they are not contesting the revenue 2 

requirement recommended in Staff’s rebuttal testimony. 3 

UNCONTESTED ADJUSTMENTS AND ISSUES 4 

Q. Please state what Staff adjustments and issues are uncontested. 5 

A. The following adjustments are uncontested: 6 

- Interest Synchronization 7 

- Gross Revenue Conversion Factor 8 

- Add-on Taxes 9 

- Consumer Price Index 10 

- Pro Forma Salaries and Benefits 11 

- Charmar Legal Expense Normalization  12 

- Unaccounted-for Water  13 

- HR-S and HR-W Uncollectibles Expense  14 

- Working Capital 15 

- Plant reclassifications 16 

- Plant retirements 17 

- Accumulated Depreciation  18 

- Depreciation and Amortization 19 

- Transfer of Charmar Tank 20 

- Rate Case Expense  21 

- Original Cost Determination 22 

- Journal Entries within 60 days of final order and notification to Commission 23 
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- Provide Commission with Report of the Companies’ retirement policy within 6 1 

months of final order 2 

- Book retirements as they occur 3 

- Ensure annual reports properly reflect retirements 4 

- Rate design (including the use of AWWA meter factors) 5 

- Updated rates based on Staff’s proposed revenue requirements 6 

- Updated tariffs reflecting Staff’s changes and updated rates 7 

ABANDONED CHARMAR PLANT 8 

Q. Do you oppose the adjustments for the abandoned plant for Charmar? 9 

A. For the purpose of expediting this proceeding, the Company is not contesting Staff’s 10 

adjustments for the abandoned plant for Charmar including, but not limited to, the 11 

adjustment to remove land easements and legal fees from plant in service, reclassification 12 

of legal fees and unsupported legal fees not to be included in the extraordinary depreciation 13 

calculation.     14 

HOMESERVE USA ISSUE 15 

Q. Do the Companies oppose the adjustment proposed by Staff for the revenues received 16 

by WSC from HomeServe USA?  17 

A. For purpose of this proceeding, the Companies will not oppose the adjustments proposed 18 

by Staff to reduce the Companies’ revenue requirement by the amounts attributable to the 19 

payments received by WSC from HomeServe USA (“Home”) as a result of customers 20 

enrolling in Home’s service repair plans.  The amounts of the adjustments are too small to 21 

justify the cost of challenging the merits of Staff’s position in this case, especially since the 22 

issue was not raised until the rebuttal phase of the case and the time for fully developing 23 
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the record is inadequate.  Although Staff’s position benefits the customers in this case, in 1 

the long run a policy a requiring 100 percent of the revenues to be credited to customers is 2 

likely to deprive customers from receiving any benefits from such programs in the future.  3 

These contracts benefit customers by providing the option to protect against costly repairs 4 

and potentially reducing the need for more frequent rate cases.  Under Staff’s approach, the 5 

shareholders of Utilities, Inc. can receive no benefit from the compensation paid by Home 6 

pursuant to the non-utility contract.   If 100 percent of the revenue from non-utility 7 

activities must be used to benefit customers by reducing utility costs and shareholders 8 

receive nothing for seeking out non-utility revenue opportunities, there is no reason to enter 9 

into such activity. 10 

Q. Have the Companies engaged in any activities that would warrant the imposition of a 11 

penalty for violations of the Public Utilities Act or Rules of the Illinois Commerce 12 

Commission?  13 

A. No.  First, a rate case is not the appropriate proceeding for assessment of penalties for 14 

violations of the Act or Rules.  By raising this issue for the first time in rebuttal testimony, 15 

the Companies have been deprived of a full and fair opportunity to conduct discovery and 16 

marshal the evidence necessary to defend itself.  In addition, the testimony is based entirely 17 

on legal opinions of a non-lawyer.  Consequently, there is no pleading signed by an 18 

attorney setting forth the legal basis for the relief requested and enabling the Companies to 19 

test the legal sufficiency or relevance of the allegations.  The Chief Clerk of the 20 

Commission has not been directed to give notice of a violation by a majority vote of the 21 

Commission, and there is no record of the Commission having taken such action.  Section 22 
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4-203 of the Act provides civil penalties may be assessed only after notice and opportunity 1 

to be heard. 2 

Q. Do you agree with Mr. Sackett’s suggestion at page 4 of his testimony that the 3 

Companies have violated the Act by allowing their affiliate to provide services under 4 

an agreement not approved by the Commission?  5 

A. No.  Although it is unclear what agreement Mr. Sackett is referring to, WSC provides many 6 

services that are not approved, or required to be approved, by the Commission.  WSC 7 

provides services to affiliated utilities in 14 other states, and the Commission has never 8 

contended that WSC needed the Companies’ or the Illinois Commerce Commission’s 9 

approval to provide services to the utilities in those states.  Furthermore, Mr. Sackett has 10 

not cited any language in the Public Utilities Act that precludes transactions between 11 

unregulated affiliates such as WSC and unaffiliated companies.  Exelon Generation 12 

Services is an affiliate of Commonwealth Edison.  According to Mr. Sackett’s broad view 13 

of the law, Commonwealth Edison commits a violation if it “allows” Exelon Generation 14 

Services to provide generation services to an unaffiliated third party “pursuant to an 15 

agreement not approved by the Commission.” 16 

Q. Do the Companies perform a service for WSC?  17 

A. No.  The Companies have no employees who are capable of providing any services.   The 18 

only services that the Companies provide are water and sewer service to public utility 19 

customers within their respective services areas.  Any “customer-related information” 20 

obtained by WSC is provided by customers, not the Companies.  WSC obtained this 21 

information from customers and provided it to the Companies as is authorized to do by the 22 

Affiliated Interest Agreement (“AIA”) approved by the Commission in Docket 08-0335.  23 
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At the time the AIA was submitted for review and approval, it was thoroughly reviewed by 1 

Staff, who suggested specific changes that Staff deemed appropriate.  The AIA permits 2 

WSC to charge the Companies for performing these services, and Staff never suggested 3 

there should be any limitation on the use of information that WSC obtained from 4 

customers. 5 

Q. Are the circumstances involved in Nicor Gas and Peoples Gas operating agreements 6 

referenced by Mr. Sackett comparable to the AIA between WSC and the Companies?  7 

A. No.  Unlike the Companies that have no employees, Nicor and Peoples have their own 8 

employees.  Any services provided by Peoples or Nicor employees to affiliates require 9 

approval in the affiliate interest agreement.  The Companies have no such employees. 10 

Q. When were the Companies aware of the provisions in the Nicor and Peoples 11 

agreements?  12 

A. The Companies first became aware of these provisions when Staff filed its testimony in this 13 

case.  As I testified above, the Companies have no employees so there was no reason for 14 

the AIA to address the provision of services by the Companies to its affiliates. The 15 

Companies did not know about the limitations imposed upon Peoples and Nicor, and Staff 16 

did not suggest that the Companies needed a provision to limit the use of information 17 

obtained by WSC from the Companies’ customers.     Thus, neither the Companies, nor 18 

WSC have violated any of the terms of the AIA approved by the Commission. 19 

Q. Do the Companies object to Staff’s recommendation that the AIA be modified to 20 

include a provision applicable to customer information similar to the Nicor and 21 

Peoples agreements?  22 
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A. No.  Had Staff proposed such a provision in docket 08-0355, that Companies would have 1 

addressed the issue at that time. 2 

Q. Did the Companies intend to violate the Act or Commission Rules?  3 

A. No.  The Companies were not parties to the Peoples or Nicor cases.  Until Staff filed its 4 

rebuttal testimony in this case, the Companies had no idea that the Commission Staff 5 

considered WSC’s use of information to be a violation. 6 

Q. Does WSC provide Home with any confidential customer information?  7 

A. No.  The only information that WSC provides to Home is the postal address of utility 8 

customers and unique identification numbers which enable Home and WSC to track the 9 

payments due to WSC under the contract.  Customers have not provided their addresses on 10 

a confidential basis, and such information is publicly available from other sources.  It is the 11 

policy of Utilities, Inc. and its affiliates to maintain the confidentiality of all utility 12 

customer usage information and credit history, except as otherwise required by law.  No 13 

customer usage or credit history is provided to Home by WSC, and no such information is 14 

required to be provided under the agreement between Home and WSC. 15 

CAPTIME RELATED TO SMALL PROJECTS 16 

Q. Please respond to the recommendation about tracking cap time of small projects.  17 

A. The Companies believe they addressed the concern in its rebuttal testimony regarding the 18 

difficulty related to the tracking of capitalized time of small projects; however, in order to 19 

respond to Staff Witness Ebrey’s concern, the Companies will analyze its tracking of small 20 

projects (e.g., meters) and retirement processes of these small projects and include its 21 

findings and recommendations in the report Staff Witness Ebrey recommended regarding 22 

plant retirements. 23 
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RECOMMENDATIONS REGARDING COST OF SERVICE STUDY WORKSHOP 1 

Q. Do you agree with Staff’s recommendation regarding the Cost of Service Study 2 

Workshop?  3 

A. In part, I do.  I do believe that the Companies’ need to work with Staff to develop a 4 

streamline procedure or process for a cost of service study. However, the terms of the 5 

recommendations are not clear. The Companies are willing to review any schedules that 6 

Staff has developed related to a streamlined cost of service study in order to incorporate 7 

and use in future filings.  The deadline for completion of the workshop should be an issue 8 

that is a subject of the workshop. 9 

RECOMMENDATIONS REGARDING FCWC and HRU separate meters tariff language 10 

Q. Do you agree with all of Staff’s recommendations to submit tariff language and rates 11 

for customers utilizing separate meters for water and sewer service? 12 

A. Yes, in part I do.  I agree with submitting tariff language for separate meters for water and 13 

sewer service in the Companies’ next rate relief request.  However, since there is no current 14 

data of such customers, the Company cannot submit separate rates for these non-existent 15 

customers.  Separate rates would be established once customers who fit this description 16 

actually exist. The Companies are willing to review and/or adopt appropriate tariff 17 

language proposed by Staff.  18 

ATTORNEY GENERAL ADJUSTMENTS AND RECOMMENDATIONS 19 

Q. Do you agree with the Attorney General’s phase-in recommendation?   20 

A. No, I do not.  As illustrated in my rebuttal testimony as well as discussed in Staff’s rebuttal 21 

testimony, any phase-in proposal would not allow the Companies to immediately recover 22 

their costs of providing service that the Commission would have deemed just and 23 
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reasonable.  Mr. Brosch himself states that “It is essential that approved rates meet other 1 

public criteria”; however, he fails to mention that a revenue short-fall which would be the 2 

result of a phase-in plan would result in the Companies being unable to recover the 3 

Commission approved revenue requirement. 4 

Q. Do you agree with the Attorney General’s cash working capital recommendation?   5 

A. No, I do not.  A balance sheet approach would be inaccurate in calculating cash working 6 

capital.  Each Company does not have a separate balance sheet since retained earnings are 7 

booked on the parent level.  In addition, intercompany exchange accounts would not allow 8 

for an accurate liability account by individual company.  Mr. Brosch provides specific 9 

examples of payments that would only be appropriately considered in a full blown lead-lag 10 

study. As I explained in my rebuttal and as stated in Staff’s rebuttal testimony, the 45-day 11 

formula method for small water and wastewater utilities has been accepted by the 12 

Commission.  This method accurately calculates the amount of cash working capital 13 

included for each Company in this proceeding.  14 

Q. Do you agree with the Attorney General’s rate case expense adjustment? 15 

A. No, I do not.  As previously explained in my rebuttal testimony and as specifically pointed 16 

out by Staff Witness Hathhorn, double-counting of labor costs does not occur. In addition, 17 

as explained by Staff Witness Hathhorn in response to AG DR 1.5, the amounts for 18 

“internal labor [that] are deducted from the salary amounts” are expense reductions that 19 

took place during the test year.  This would include employees’ time working on rate cases 20 

outside of Illinois and capital projects.  Internal labor included for rate case expense for the 21 

six companies would have been incurred after the test year.  There is no over or under-22 

recovery because test year salaries are reduced for capital expenditures and rate cases that 23 
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were incurred during the test period, which is assumed to continue at the same level.  The 1 

capital expenditures are being recovered via rate base rate of return and internal labor for 2 

rate case expense incurred during the test period are being recovered via other operating 3 

companies, not the six companies contained in ICC Docket Nos. 11-0561 through 11-0566.  4 

The “internal labor [that] are deducted from the salary amounts” for rate case expense for 5 

the six companies contained in ICC Docket Nos. 11-0561 through 11-0566 should be 6 

recovered as rate case expense in these dockets and therefore reducing salary expense for 7 

other Utilities, Inc. operating entities using a test year in which the rate case expense was 8 

incurred.   9 

Q. Do you agree with the Attorney General’s adjustment to pro-forma projects? 10 

A. No, I do not.  The pro-forma projects included in these proceedings are known a 11 

measureable.  In addition, an adjustment to the accumulated depreciation reserve related to 12 

the pro-forma projects for one year of depreciation is already included in the filing.  The 13 

Companies have not updated its test year rate base but only identified specific projects to 14 

be included in rate base.   15 

Q. Does this conclude your rebuttal testimony? 16 

A. Yes, it does. 17 


