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I. WITNESS IDENTIFICATION AND BACKGROUND 2 

Q1. Please state your name and business address. 3 

A. Karla O. Teasley, 300 North Water Works Drive, Belleville, Illinois 4 

62223. 5 

Q2. Are you the same Karla O. Teasley who previously filed testimony in 6 

this proceeding? 7 

A. Yes I am. 8 

II. PURPOSE OF REBUTTAL TESTIMONY 9 

Q3. What is the purpose of your rebuttal testimony? 10 

A. The purpose of my rebuttal testimony is to correct Staff witness Mr. 11 

Sackett’s apparent misunderstanding of the nature of the relationship 12 

among Illinois-American Water Company (“IAWC”), American Water 13 

Works Service Company Inc. (“AWWSC”), and American Water 14 

Resources (“AWR”), concerning activities at the Alton call center. 15 

III. RESPONSE TO STAFF WITNESS SACKETT 16 

Q4. Please summarize Mr. Sackett’s recommendations?17 

A. Mr. Sackett claims that IAWC is “allowing its affiliate [AWWSC] acting as 18 

its agent to provide services not approved by the Commission” to AWR, 19 

a non-regulated affiliate of IAWC. He has three recommendations: (1) 20 

find that IAWC is in violation of Section 7-101 of the Public Utilities Act 21 

(“Act”); (2) open a proceeding to consider imposing a penalty on IAWC 22 
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for violating the Act; and (3) order that IAWC prohibit AWWSC “from 23 

referring IAWC’s ratepayers to any affiliate providing non-regulated 24 

services.” 25 

Q5. Are the concerns underlying his recommendations valid?   26 

A. No.  Certainly I, and IAWC, view any claim that IAWC has violated the 27 

Act with the utmost concern. But Mr. Sackett’s allegations rely on 28 

misunderstandings of AWWSC’s procedures and a tenuous theory of 29 

“agency.”  The basis of Mr. Sackett’s recommendation is not that IAWC 30 

provides services to AWR directly, but that IAWC has arranged to 31 

provide services “indirectly” through AWWSC.  The three limited 32 

examples of such “indirect services” that Mr. Sackett proposes are not 33 

services that IAWC provides to AWR at all.  His allegations regarding 34 

AWWSC’s transfer of IAWC customers to AWR is based on a 35 

misunderstanding of AWWSC’s call center practices.  Much of Mr. 36 

Sackett’s testimony discussed services that AWWSC provides AWR 37 

that have absolutely no nexus to IAWC or its customers.  As a result, 38 

and as I explain below, Mr. Sackett has failed to establish a basis for his 39 

claims.   40 

Q6. What is IAWC’s relationship with AWR? 41 

A. AWR and IAWC are subsidiaries of American Water Works Company, 42 

Inc..  The only direct relationship of these subsidiaries is that of landlord 43 

and tenant.  IAWC leases office space in Woodridge, Illinois from AWR.  44 

As required by Section 7-101 of the Act, the lease agreement was most 45 
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recently approved by the Commission in Docket 04-0597.  IAWC has no 46 

other relationship with AWR.  IAWC is not a party to, beneficiary of, or 47 

otherwise involved in, any other agreements with AWR.   48 

Q7. Does Mr. Sackett dispute your characterization of the relationship 49 

between IAWC and AWR? 50 

A. No.  Mr. Sackett does not dispute that: 51 

• IAWC does not provide services directly to AWR (Response to IAWC 52 

data request IAWC-ICC 1.05) 53 

• IAWC does not provide services to customers on behalf of AWR 54 

(Response to IAWC data request IAWC-ICC 1.10)  55 

• IAWC is not a party to any agreement for provision of an AWR Water 56 

Line Protection Program (“WLPP”) or similar service (Response to 57 

IAWC data request IAWC-ICC 1.30) 58 

• AWR does not bill its customers on IAWC’s bill (Response to IAWC data 59 

request IAWC-ICC 1.44)  60 

• IAWC personnel have not performed leak repair work on behalf of AWR 61 

(Response to IAWC data request IAWC-ICC 1.43) 62 

And he admits that he has no knowledge of:  63 

• IAWC utility personnel marketing service line protection programs to 64 

IAWC customers or soliciting IAWC customers to buy such products 65 

(Response to IAWC data request IAWC-ICC 1.56, 1.58) 66 
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• AWWSC personnel marketing service line protection programs to IAWC 67 

customers or soliciting IAWC customers to buy such products 68 

(Response to IAWC data request IAWC-ICC 1.57, 1.59)   69 

• IAWC utility personnel or AWWSC personnel providing repair services 70 

to IAWC customers for customer-owned water facilities (Response to 71 

IAWC data request IAWC-ICC 1.60, 1.61) 72 

Q8. Did IAWC at one time seek Commission approval to provide services 73 

to AWR? 74 

A. Yes.  In Docket 02-0517, IAWC sought Commission approval to provide 75 

certain services to AWR.  In particular, the services for which IAWC 76 

sought approval were: (i) including charges for AWR products on 77 

IAWC’s bill, (ii) providing its customer list to AWR as well as the 78 

signature of IAWC’s president for use on a letter offering AWR services, 79 

and, (iii) where a customer with an AWR product is found to have a 80 

service line leak, having IAWC’s field representative investigating the 81 

leak call a toll free number (provided by AWR) to notify AWR that the 82 

customer has a covered service line incident.   83 

Q9. Did the Commission approve the agreement? 84 

A. No.  IAWC is very cognizant of this order, and has not engaged in any 85 

affiliate transactions with AWR, other than the duly approved lease, 86 

since the Docket 02-0517 Order was issued.  Consequently, IAWC does 87 

not provide the services for which approval was previously sought to 88 
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AWR.  IAWC does not include charges for AWR products on its bill.  89 

Neither IAWC nor AWWSC provide IAWC customer lists to AWR.  And 90 

IAWC field service representatives do not call AWR when investigating 91 

a leak.  And, as I discuss, IAWC does not provide any services to AWR. 92 

Q10. What, then, is Mr. Sackett concerned about? 93 

A. He claims that AWWSC (and in particular, the AWWSC Customer 94 

Service Center (“CSC”)) acts as an “agent” on behalf of IAWC.  95 

Specifically, according to Mr. Sackett, AWWSC personnel, acting as 96 

“agents” of IAWC provide services to AWR, primarily by “referring” calls 97 

from IAWC customers to AWR.   98 

Q11. Is Mr. Sackett’s characterization of AWWSC as an “agent” of IAWC 99 

accurate in the context in which he uses that term? 100 

A. It is not.  Mr. Sackett admits to using the term “agent” as “a layperson 101 

would.” (Response to data request IAWC-ICC 1.25)  But an agency 102 

relationship has a legal and practical significance that Mr. Sackett 103 

apparently does not appreciate.  An “agent” is a person or entity who 104 

has authority to act, within the scope of the agency, on behalf of a 105 

“principal.”  By claiming that AWWSC personnel act as IAWC’s “agent,” 106 

Mr. Sackett implies that IAWC is the principal in the agency relationship.  107 

A further implication of Mr. Sackett’s claim is that AWWSC personnel 108 

act on IAWC’s behalf and are under IAWC’s direction and control.  109 

Although AWWSC personnel do act on IAWC’s behalf when they take 110 

calls from IAWC customers, in this context they are acting only on 111 
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IAWC’s behalf.  When customers of American Water utilities other than 112 

IAWC call the call center, AWWSC acts on behalf of the other utility, not 113 

IAWC.  In other words, to the extent the relationship of AWWSC and 114 

IAWC constitutes an agency relationship (and I do not concede that it 115 

does), AWWSC also has similar relationships with other affiliates.  This 116 

is an important point, because whatever services AWWSC provides to 117 

affiliates other than IAWC are necessarily beyond the course and scope 118 

of any “agency” that exists between AWWSC and IAWC.  Just as IAWC 119 

has no ability or authority to dictate how CSRs interact with IAWC’s 120 

regulated affiliates or their customer (such as Pennsylvania-American 121 

Water), it also lacks authority to dictate how CSRs interact with AWR or 122 

its customers.  Whatever services AWWSC provides to AWR occurs in 123 

the context of a relationship that does not include IAWC, either directly 124 

or indirectly.  Simply stated, AWWSC does not act as IAWC’s “agent” 125 

when performing services or interacting with entities other than IAWC. 126 

Q12. Does AWWSC have Commission approval to provide customer and 127 

billing services to IAWC’s customers? 128 

A. Yes.  AWWSC provides customer and billing services, call center 129 

services, and many other essential utility services, under a Commission 130 

approved agreement (the “Service Company Agreement”). 131 

Q13. Does the Service Company Agreement permit AWWSC to provide 132 

these services to other IAWC affiliates as well? 133 

A. Yes.  Sections 5.1 and 5.2 of the Service Company Agreement permit 134 
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AWWSC to provide services to IAWC’s regulated utility affiliates, as long 135 

as the terms are not more favorable than to IAWC, and to provide 136 

limited services to IAWC’s unregulated affiliates.  Services to non-137 

regulated companies are not relevant to IAWC as long as IAWC 138 

customers are not being charged any part of the cost of furnishing such 139 

services. 140 

Q14. Do Mr. Sackett’s assertions pertain to AWWSC interactions with 141 

customers of other IAWC affiliates? 142 

A. No. By Mr. Sackett’s admission, his claims are limited to those 143 

circumstances when IAWC customers call the CSC.  (Response to 144 

IAWC data request IAWC-ICC 1.25, 1.26, 1.28.)  Thus, his discussions 145 

of interactions between AWWSC and customers from other American 146 

Water entities are not relevant.  For example, his testimony on page 11 147 

deals with the “Call Center Awareness Services” program.  As IAWC 148 

witness Ms. Cooper explains, this program did not apply in any way to 149 

Illinois or IAWC customers.  Instead, it related to customers from five 150 

other states when they called the CSC.  As such, it has no bearing on 151 

the question of whether IAWC provided “services” to AWR.  In sum, 152 

much of Mr. Sackett’s testimony focuses on activities that may occur 153 

when the CSC is “acting on behalf of” an entity other than IAWC.  154 

Stripped of these discussions, Mr. Sackett’s theory relies on just three 155 

limited activities that are not “services” to AWR, as I discuss below. 156 

Q15. Is AWWSC required to obtain Commission approval to provide 157 
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services among or to non-regulated entities?  158 

A. No.  By the plain terms of Section 7-101, agreements for the provision of 159 

services among or between affiliates of IAWC that are not “public 160 

utilities” are not subject to the Act. (IAWC-ICC 1.18)  Mr. Sackett admits 161 

that neither AWWSC nor AWR is a “public utility.” (Response to IAWC 162 

data request IAWC-ICC 1.12 and 1.13), and he provides no basis for his 163 

claim that the Commission must approve provision of services by 164 

AWWSC (not a public utility) to AWR (also not a public utility).  165 

(Response to IAWC data request IAWC-ICC DR 1.16.) 166 

Q16. What “services” does Mr. Sackett contend are being “indirectly” 167 

provided by IAWC to AWR? 168 

A. He identifies only three limited “services”, which, as I explain, are not 169 

services provided by IAWC to AWR at all.  According to Mr. Sackett, 170 

IAWC is allegedly providing (indirectly) to AWR: (1) Referral of IAWC 171 

customers calls to AWR; (2) Separate leak related Service Orders for 172 

IAWC customers; (3) IAWC customer service information.  (Response to 173 

IAWC data request IAWC-ICC 1.06, ICC Staff Ex. 7.00, pp.10-11.)  In 174 

each of these instances, AWWSC – not IAWC – provides the “service” 175 

that Mr. Sackett finds troublesome.   176 

Q17. Do AWWSC employees “refer” IAWC ratepayers to AWR as Mr. 177 

Sackett contends on page 10 of his direct testimony? 178 

A. No.  CSRs do not “refer” IAWC customers to AWR.  Mr. Sackett testifies 179 

that CSRs can see whether IAWC customers do or do not have an AWR 180 
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Water Line Protection Program (“WLPP”), and that the CSR can transfer 181 

the IAWC customer to AWR.  He thus implies that the CSR may “refer” 182 

an IAWC customer to AWR based on whether or not the IAWC 183 

customer has a WLPP.  As explained by IAWC witness Ms. Cooper, 184 

however, his implication is incorrect: when an IAWC customer calls a 185 

CSR, the CSR doesn’t know, and doesn’t ask, if the customer has an 186 

AWR product. If, during the course of the call, the customer asks about 187 

service line protection, the CSR will transfer the call to AWR.  This is 188 

done as a courtesy to the customer.  Characterizing the transfer of calls 189 

in this limited context as a “service” for which Commission approval is 190 

required is inappropriate.  In any event, to the extent a “service” is being 191 

provided, it is being provided by AWWSC to AWR.  192 

Q18. Does it matter that some AWR customers are also IAWC ratepayers? 193 

A. Mr. Sackett apparently thinks so, implying that the involvement of an 194 

IAWC ratepayer in an interaction between AWWSC and AWR is the 195 

“link” that subjects the interaction to ICC jurisdiction.  But this is not the 196 

case.  IAWC ratepayers presumably receive many different services 197 

from different providers.   But the fact that an IAWC customer gets 198 

services from these vendors does not subject those interactions to ICC 199 

review.  If the IAWC ratepayer calls the CSC to discuss IAWC service, it 200 

is fair to say that AWWSC is providing a service to IAWC (as well as 201 

IAWC’s customers).  That certain IAWC ratepayers happen to be 202 

customers of AWR for a different, unregulated service is irrelevant to 203 
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whether IAWC provides services to AWR. 204 

Q19. What about leak Service Orders? 205 

A. As explained by Ms. Cooper, CSRs who handle calls about leaks will 206 

not know whether the customer has an AWR product.  If a customer 207 

informs the CSR that the customer has service line protection program, 208 

the CSR creates a separate WLPP service order.  Once the service 209 

ordered is issued, it is handled the same way any leak service order 210 

would be handled by IAWC.  As explained by IAWC witness Mr. Suits, 211 

IAWC must investigate leaks at the premises of any customer who 212 

reports a leak, regardless of whether the customer has a WLPP, in 213 

order to determine if the leak is the utility’s or customer’s responsibility.  214 

This is an essential utility service.  It is not a service to AWR.  As 215 

explained by Mr. Suits, if the leak is found to be the customer’s 216 

responsibility, the WLPP order allows the utility field service 217 

representative to advise the customer to call AWR.  This is also a 218 

service to the customer, not AWR. 219 

Q20. Does IAWC or AWWSC provide customer information to AWR? 220 

A. No.  Mr. Sackett identifies “provision of customer information” as a 221 

service IAWC provides to AWR.  (See Mr. Sackett’s Response to IAWC 222 

data request IAWC-ICC 1.06.)  However, Mr. Sackett does not explain 223 

in his testimony what IAWC customer information is being provided to 224 

AWR or how.  Consequently, there is also no basis for this alleged 225 

“service” to AWR.  226 
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Q21. Does Mr. Sackett raise other concerns? 227 

A. Yes.  He claims the Commission should be concerned about the cost 228 

basis for charges from AWWSC to AWR because AWR allegedly does 229 

not pay market value for the services AWWSC provides. He implies that 230 

costs associated with the CSC’s Alton facility, a portion of which is 231 

subleased to AWR, might be improperly allocated to IAWC. 232 

Q22. Does Mr. Sackett identify any specific improper allocation of AWR 233 

costs to IAWC? 234 

A. No. 235 

Q23. Does AWR pay for services received from AWWSC? 236 

A. As explained by Ms. Cooper, yes. 237 

Q24. Mr. Sackett alleges that IAWC bears a disproportionate share of 238 

common costs because AWWSC allegedly provides services to AWR 239 

at less than "market value." Please respond. 240 

The purpose of this proceeding is to establish just and reasonable rates 241 

for IAWC.  IAWC obtains goods and services from many different 242 

sources, and it is appropriate to review the cost of these goods and 243 

services to ensure that they are prudently incurred and reasonable in 244 

amount.  This is so regardless of whether the goods and services are 245 

obtained from the service company or outside vendors. The question, 246 

however, is whether the prices paid by IAWC are reasonable, and not 247 

whether the prices paid by other customers of the same vendor for 248 
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different products are reasonable. 249 

Q25. Given that IAWC, AWWSC and AWR are affiliated through their 250 

common ownership by AWW, isn't it reasonable to ensure that 251 

Illinois ratepayers are not subsidizing the activities of IAWC's 252 

affiliates? 253 

A. Of course, and the approved Service Company Agreement exists for 254 

this purpose.  But as has been the case for many years, AWWSC 255 

provides services not only to IAWC, but to regulated and unregulated 256 

affiliates as well. The Service Company Agreement discloses this 257 

expressly and spells out how costs will be allocated and charged.  Costs 258 

that are allocated to IAWC as well as directly charged have been 259 

reviewed in every rate case since the Service Company Agreement was 260 

approved, and presumably will continue to be reviewed in subsequent 261 

cases.  These costs and the activities of the Service Company generally 262 

were exhaustively reviewed in the management fee study performed in 263 

the last rate case, as well as the recent management audit. No evidence 264 

has been presented that IAWC or the Service Company have changed 265 

their method of operation in any material way.  No information has come 266 

to the attention of IAWC that the Service Company may be in breach of 267 

its agreement by improperly allocating costs to IAWC. The multiple rate 268 

case reviews and prior studies and audits have provided sufficient 269 

assurance that IAWC and AWWSC abide by the terms of the Service 270 

Company Agreement. 271 



IAWC Exhibit 1.00R 
 

-13- 
	  

Q26.  Are you aware of any complaints to the ICC or IAWC by water line 272 

protection providers who have claimed that AWR enjoys an unfair 273 

competitive advantage by virtue of its affiliation with AWW? 274 

A.  I am not, nor has Mr. Sackett identified any. 275 

Q27. Do you agree with Mr. Sackett’s claims of improper allocation? 276 

A. No.  IAWC’s service company charges and allocations have been 277 

investigated at length by the Commission. IAWC’s Service Company 278 

costs and cost allocations were recently audited by NorthStar 279 

Consulting Group as part of a Commission-ordered audit of IAWC’s 280 

Service Company charges. No improper allocation of AWR costs to 281 

IAWC was found in that investigation.  In Docket 09-0319, in response 282 

to a Commission order, IAWC submitted three studies and voluminous 283 

testimony on the question of Service Company costs and how those 284 

costs are allocated to IAWC’s affiliates. The Commission, following its 285 

review of these studies, found no improper allocation issues. 286 

Q28. Did Mr. Sackett review the studies and testimony on Service 287 

Company cost allocations filed in Docket 09-0319? 288 

A. No.  Mr. Sackett reviewed only the testimony of Mr. John Young from 289 

Docket 09-0319, describing the services provided by AWWSC to IAWC. 290 

(Response to IAWC data request IAWC-ICC DR 1.04.)  He did not 291 

review the other testimony and three studies in that case relating to 292 

AWWSC services, their costs and their allocations, or the Commission’s 293 

order in that Docket. 294 
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Q29. Does this concern you? 295 

A. Yes.  IAWC and the Commission have reviewed the relationship 296 

between IAWC and AWWSC at length and in detail over the course of 297 

several rate cases and the Commission-ordered audit.  If Mr. Sackett 298 

has not reviewed the results of these investigations completely, then his 299 

allegations are made without the benefit of the Commission’s past 300 

analysis. In short, he has made serious allegations that IAWC has 301 

violated the Act before reviewing all the available facts.   302 

Q30. Please summarize your conclusions regarding Mr. Sackett’s 303 

allegations. 304 

A. Mr. Sackett’s allegations, distilled down, amount to claims that the 305 

transfer of a few phone calls and the issuance of certain leak 306 

investigation service orders are services from IAWC to AWR.  The 307 

transfers and service orders are customer initiated.  They are meant as 308 

a convenience to the customer.  They are de minimis.  As such, they are 309 

not a basis for the severe recommendations Mr. Sackett makes. 310 

Q31. Does this conclude your rebuttal testimony? 311 

A. Yes, it does. 312 


