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M E M O R A N D U M________________________________________________ 
 
TO: The Commission 
 
FROM: Larry Jones, Administrative Law Judge 
 
DATE: February 2, 2012 
 
SUBJECT: Aqua Illinois, Inc. ("Aqua") 
 
 Proposed general increase in water and sewer rates. 
 
STATUS: A proposed order was served, and circulated to 

Commissioners, on January 11, 2012.  Briefs on exceptions 
(“BOEs”) and reply briefs on exceptions (“RBOEs”) have 
been filed.  Oral argument has not been requested. 

 
RECOMMENDATION: Entry of the attached post-exceptions order. 
 
 
 Aqua has 10 water divisions, each with its own standalone rates.  Nine of those 
divisions are part of this rate case, as are six standalone sewer divisions. 
 
 Aqua proposes to combine eight of the nine water divisions into one consolidated 
rate division and the six sewer divisions into one consolidated rate division. 
 

Aqua used a 2012 test year.  The rates proposed in Aqua’s filing were intended 
to increase overall revenues from water customers by 23.4% and revenues from sewer 
customers by 21.6%.  Although the combined divisions, upon consolidation, would end 
up with uniform rates, the percentage increases by division would vary. 

 
In order to moderate rate impacts on those divisions that would face the largest 

percentage increases upon consolidation, Staff and the Office of the Attorney General 
presented separate consolidation proposals that would combine less divisions than 
would Aqua’s plan.  The attached order would adopt the Staff proposal, resulting in one 
six-division consolidation, one two-division consolidation and one standalone division 
for water; and one four-division consolidation and two standalone divisions for sewer.   

 
In its BOE, the AG argues that in order to avoid severe rate shock on the 

Ivanhoe division, the Staff proposal should be modified by removing the Ivanhoe 
division from Staff’s six-division water group, and instead including it in the Candlewick-
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Fairhaven group or consolidating it with University Park.  Although the post-exceptions 
order would not adopt this contested modification, it is one that warrants consideration.  

 
There were also contested issues that directly affect revenue requirement, such 

as incentive compensation and rate of return on common equity. 
 
As in prior cases, another difficult issue is the discounted “Large Industrial 

Customer” rate applicable to Aqua’s largest customer, Viscofan USA, which intervened 
in the case. The rate is intended to provide an incentive to Viscofan to remain on the 
Aqua system, rather than constructing its own water system. There is considerable 
disagreement among the parties over what that discounted rate should be, and how it 
should be supported and structured.  

 
The percentage revenue increases that would be approved in the order are 

shown in the final column on page 1 of each appendix. For example, Appendix A 
reflects an overall revenue increase for the six-division consolidated water group of 
13.49%, although increases for some divisions in the group are significantly higher.  
Percentage increases for residential customers and other rate classes, at revenues that 
would be approved in the order, are shown in a post-record data request (“DR”) 
response filed January 26, 2012 and revised in part on February 2, 2012. 

 
All changes made to the order following the filling of BOEs and RBOEs are 

shown in track-change format. Most are minor edits.  Others are language changes 
made for purposes of clarification. None of the changes affect the calculation of rate 
base, operating expenses or return on equity. 

 
The resuspension period ends March 2, 2012.  The deadline for an order in the 

case is February 29, 2012.  
 
 
LMJ/lw 


