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I. WITNESS IDENTIFICATION AND BACKGROUND 1 

Q1. Please state your name and business address. 2 

A. My name is Paul R. Herbert.  My business address is 207 Senate 3 

Avenue, Camp Hill, Pennsylvania. 4 

Q2. Are you the same Paul R. Herbert who previously filed testimony in 5 

this proceeding? 6 

A. Yes, I am. 7 

II. PURPOSE OF REBUTTAL TESTIMONY 8 

Q3. What is the purpose of your rebuttal testimony? 9 

A. The purpose of my rebuttal testimony is to respond to certain issues 10 

raised by ICC Staff Witness Mr. Christopher Boggs, People of the State 11 

of Illinois (“AG”) Witness Mr. Scott J. Rubin, Illinois Industrial Water 12 

Consumers (“IIWC”) and Federal Executive Agencies (“FEA”) Witness 13 

Mr. Brian C. Collins, and Bond-Madison Water Company Witness Ms. 14 

Sandra S. Kuhn. 15 

III. RESPONSE TO STAFF WITNESS CHRISTOPHER BOGGS 16 

Q4. Have you reviewed Mr. Boggs’ direct testimony and exhibits? 17 

A. Yes, I have. 18 

Consolidation of Water Service Rate Tariff Divisions 19 

Q5. Do you agree with Mr. Boggs' finding on page 5 that the proposed20 
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Q6.  consolidation is reasonable? 21 

A. Yes.  Mr. Boggs supports the Company’s proposal to consolidate the 22 

Zone 1 and Chicago Metro Divisions.   23 

Q7. Mr. Boggs also bases his conclusion on an analysis of cost of 24 

service and bill impacts on pages 6-10.  Do you agree with his 25 

analysis? 26 

A. Yes.  I reviewed Mr. Boggs’ Tables 4.1 through 4.4.  Although I have 27 

found some minor discrepancies in his percentage increases, I agree 28 

with the results of his analysis. 29 

Pekin and Lincoln Water Divisions 30 

Q8. Do you agree with Mr. Boggs' recommendation (p. 14) for the 31 

Commission to approve IAWC's proposal to maintain the Pekin and 32 

Lincoln water divisions separately? 33 

A. I agree with Mr. Boggs' recommendation that rates for Pekin and Lincoln 34 

should remain separate from Zone 1, as proposed by the Company.   35 

Q9. Do you agree with Mr. Boggs' recommendation (p. 15) for IAWC to 36 

explore consolidating Pekin and/or Lincoln water divisions with 37 

another water division? 38 

A. The Company supports moving toward single tariff pricing.  However, 39 

due to the current disparity in rates between Zone 1 and Lincoln and 40 

Pekin, any consolidation should be accomplished over several rate 41 

cases in order to avoid rate shock to these areas.  IAWC will continue to 42 
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review possible consolidations in future cases. 43 

Cost of Service and Rate Design 44 

Q10. Do you agree with Mr. Boggs' opinion that the base-extra capacity 45 

method was the appropriate method to conduct the cost of service 46 

study? 47 

A. Yes.  It is the industry standard and was used in prior IAWC rate cases. 48 

Q11. Do you have any comments on Mr. Boggs’ discussion of the 49 

determination of cost of service and design of rates on pages 15-21? 50 

A. On line 284, Mr. Boggs states that Schedules B and C of IAWC Exhibit 51 

11.01 show the allocation of total annual revenue requirements to the 52 

basic functional cost components.  Actually, Schedules B and C show 53 

the allocation of total revenue requirements to the several customer 54 

classes, not basic functional cost components.  The allocation to 55 

functional components and customer classes is performed in one step. 56 

Q12. Please describe the Company's proposed Customer Charges. 57 

A. The Company’s proposed customer charges were based on the 58 

calculation of customer costs shown on Schedule E of each cost of 59 

service study.  This schedule calculates the customer costs for a 5/8-60 

inch meter per month.  The following costs are included as “Customer 61 

Costs”: operation and maintenance expenses associated with meters 62 

and service lines, meter reading and billing, collecting and customer 63 

accounting; the depreciation expense and return and taxes associated 64 
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with meters and service lines; and an allocable portion of administrative 65 

and general expenses and rate base. 66 

For example, Schedule E for Zone 1 on page Z-1-32 of IAWC 67 

Exhibit 11.01 shows total customer costs of $18.00 per month for a 5/8-68 

inch meter.  The meter charges for the larger size meters were 69 

increased at the same percentage as the 5/8-inch meter charge. 70 

Q13. Do you agree with Mr. Boggs' conclusion (pp. 24-25) regarding the 71 

Customer Charges?  72 

A. Mr. Boggs improperly cites ICC Staff data request CB-1.10 as evidence 73 

that customer charges over-recover residential customer costs.  The 74 

Company’s response to CB-1.10 includes revenue from all customer 75 

classes and does not single out the residential class.   76 

Q14. Will IAWC’s customer charges over-recover the residential customer 77 

costs in each division and on an overall basis? 78 

A. IAWC’s residential customer charges will recover approximately $3.3 79 

million more than the residential customer costs.  However, the 80 

Company set the proposed 5/8-inch meter customer charge to recover 81 

customer costs for the 5/8-inch meter size or $18.00 per month, as 82 

explained earlier.  The larger meter sizes were increased using the 83 

same percentage increase proposed for the 5/8-inch customer charge. 84 

Nearly 90% of the meters in the Company’s service areas are 5/8-inch 85 

meters, so it is imperative that the 5/8-inch meter charge recover the 86 



IAWC Exhibit 11.00R 
 

-5- 
	  

customer costs for the 5/8-inch meter size in order to ensure that the 87 

Company captures its cost of service.  The extent to which the larger 88 

meter sizes over recover the customer costs should not affect the 89 

customer charge proposed for the 5/8-inch meter.  Larger meter sizes 90 

over-recover costs because meter capacity ratios are higher than what 91 

actual cost of service ratios would produce. 92 

Q15. Mr. Boggs expresses a concern (p. 25) regarding three different rates 93 

in the new consolidated territory.  Is this concern valid? 94 

A. No.  The Company's rate proposal moves the customer charges toward 95 

consolidation using the concept of gradualism.  The Company would 96 

support consolidating customer charges in the next rate case. 97 

Q16. Mr. Boggs recommends basing the Customer Charges on the AWWA 98 

meter factor approach (p. 27.)  Is this approach appropriate? 99 

A. Yes, this method is appropriate.  However, the Company chose to 100 

increase the customer charges uniformly based on the Commission- 101 

approved customer charges from the prior case.  These rates are 102 

reasonably aligned with the meter capacity ratios.  See response to CB-103 

8.03 attached as IAWC Exhibit 11.01R that compares meter ratios of 104 

existing customer charges with meter capacity ratios. 105 

Q17. Do you agree with Mr. Boggs' recommendation (p. 27) that if the 106 

Zone 1 and Chicago Metro consolidation is approved, there should 107 

be one uniform Customer Charge? 108 
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A. At the Company’s proposed revenue requirements, the Company chose 109 

to move the 5/8-inch customer charge toward consolidation using the 110 

concept of gradualism by proposing $18.00 per month for Zone 1 and 111 

$17.00 per month for Chicago Metro.  (The Company proposed 112 

consolidated customer charges for all larger meter sizes.)  Moving the 113 

5/8-inch customer charge for Chicago Metro to equal the proposed 114 

$18.00 customer charge for Zone 1 in this case would be a 33.3% 115 

increase to Chicago Metro customer charges.  The Company believes a 116 

more gradual approach is appropriate.  The Company may consider 117 

consolidating the 5/8-inch meter charge at a lower revenue requirement 118 

or would propose consolidation in the next case.  The proposed 119 

customer charges for South Beloit are set equal to Zone 1 present 120 

customer charges, which Mr. Boggs does not oppose. 121 

Q18. If the consolidation of Zone 1 and Chicago Metro is not approved, Mr. 122 

Boggs recommends Zone 1 and Chicago Metro's Customer Charge 123 

to be 100% of the cost of service (p. 27).  Do you agree? 124 

A. No, I do not.  If consolidation is not approved, the 5/8-inch customer 125 

charge for Zone 1 should be $18.00 per month and $17.00 per month 126 

for Chicago Metro, as proposed by the Company and supported by cost 127 

of service results. 128 

Q19. Do you agree that all Customer Charges for all ratepayers be limited 129 

to 100% of customer costs per the cost of service (pp. 27-28)? 130 

A. No. The 5/8-inch charge should recover the 5/8-inch cost of service.  If 131 
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applying meter capacity ratios to the 5/8-inch charge results in customer 132 

charges that recover costs exceeding the total customer costs, the 133 

volumetric rates would simply be lower to offset the increased revenue. 134 

Q20. Mr. Boggs concludes (p. 30) that the Company’s proposed approach 135 

for usage charges is reasonable.  Do you agree with his conclusion? 136 

A. Yes.  Mr. Boggs supports the Company’s proposal to equalize the non-137 

production related costs for Zone 1 and Chicago Metro. 138 

Q21. Have you reviewed Mr. Boggs' proposed usage charges at Ex. 4.0, 139 

Schedule 4.1? 140 

A. Yes. 141 

Q22. Do you agree with Mr. Boggs' proposed usage charges? 142 

A. No.  Mr. Boggs’ usage charges when combined with his customer 143 

charges do not produce the Company’s required water cost of service of 144 

$235,941,089.  His rate design produces $235,863,477.  In addition, his 145 

rate design increases Other Water Utility revenue by 44.72% and 146 

Industrial revenue by 40.44%, more than twice the average overall 147 

increase of 18.42%.  Increases of over 40% could be considered rate 148 

shock, which Mr. Boggs claims he was trying to avoid.  These large 149 

increases are a result of raising the third and fourth consumption blocks 150 

by over 48.25% and 42.92%, respectively.  151 

In addition, Mr. Boggs increases the relative difference between 152 

the Zone 1 and Chicago Metro consumption blocks by $1.4943 per CCF 153 
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instead of the Company’s $1.3748 per CCF, which is the cost of 154 

production of water, which Mr. Boggs claimed was reasonable on line 155 

551 of his testimony.  156 

Q23. Mr. Boggs also reviews IAWC Schedule E-7.  Do you agree with his 157 

conclusions regarding that schedule (pp. 31-32)? 158 

A. No, I do not.  Mr. Boggs states that the largest bill increases are found in 159 

the commercial and industrial customer classes, which is an incomplete 160 

statement.  The largest bill increases under the Company’s proposed 161 

rates in Schedule E-7 are the larger commercial users, industrial, other 162 

public authority and other water utilities.  Under Mr. Boggs’ proposed 163 

rate design, the increases would be even larger for this group because 164 

of his larger proposed increases to the third and fourth blocks. 165 

Chicago Metro Sewer Division 166 

Q24. Mr. Boggs agrees with IAWC's Chicago Metro rate design and 167 

Chicago Waste Water proposed billing determinants (pp. 34-35).  Do 168 

you concur with Mr. Boggs? 169 

A. Yes.  170 

Q25. Mr. Boggs proposes an alternative set of rates in Schedule 4.1.  Have 171 

you reviewed the proposed rates? 172 

A. Yes, I have.  However, Mr. Boggs’ proposed rates are the same as the 173 

Company’s proposed rates.  The rates do not appear to be an 174 

“alternative” to the Company’s rates. 175 
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Q26. Do you agree with the Chicago Metro Sewer Rates proposed in 176 

Schedule 4.1? 177 

A. Yes, I do, since the proposed rates are the same as the Company’s 178 

proposed rates. 179 

Q27. Do you agree with Mr. Boggs that IAWC's proposed Treatment Only 180 

customers' flat rate is reasonable?  181 

A. Yes. 182 

Q28. Would you please explain how the Treatment Only flat rate revenues 183 

factor into the proposed revenues in this proceeding? 184 

A. The revenue from the Treatment Only flat rate revenues are found in 185 

Table 4-1, page 247, line 14, “Guaranteed Revenues”.  They are 186 

included in the Company’s original filing in this proceeding under 187 

proposed revenues in the Company’s Schedule E-5, page 247, line 14. 188 

Q29. Mr. Boggs agreed IAWC's Waste Water Collection Only customers' 189 

rate proposal and presented his conclusions regarding the Sewer 190 

Bill impacts (pp. 37-40).   Do you agree with Mr. Boggs' conclusions? 191 

A. Yes.  As Mr. Boggs states, the Collection Only customers currently over 192 

recover the cost to service to these customers, so they should not 193 

receive a rate increase, as proposed by the Company. 194 

Public Fire Protection 195 

Q30. If the consolidation of Zone 1 and Chicago Metro is not approved, Mr. 196 

Boggs recommends approving IAWC's proposed Public Fire 197 
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Protection Charges in the stand-alone Zone 1 tariff.  Do you concur? 198 

A. Yes. 199 

Q31. If the consolidation of Zone 1 and Chicago Metro is not approved, Mr. 200 

Boggs recommends increasing the Public Fire Protection Charges 201 

for Chicago Metro by .0022%.  Do you concur? 202 

A. No.  In order to recover the full cost of service, the increase would be 203 

0.22%.  However, since the existing public fire rates in Chicago Metro 204 

recover 99.78% of the cost of service, the Company proposed no 205 

increase.  This is appropriate, especially if the final revenue requirement 206 

is less than that originally proposed by the Company.  I would continue 207 

to recommend no change to these rates. 208 

Q32. If the consolidation of Zone 1 and Chicago Metro is approved, Mr. 209 

Boggs recommends setting the Public Fire Protection Charges to 210 

recover the cost to serve these customers.  Do you concur? 211 

A. Yes, I do.  The Company’s proposed public fire rates recover slightly 212 

more than the cost of service.  213 

Q33. Do you agree with Mr. Boggs' recommendation (p. 47) to increase 214 

Pekin division's Public Fire Protection charge by 13.8%? 215 

A. Yes, that is the Company’s proposal. 216 

Q34. Do you agree with Mr. Boggs' recommendation (p. 47) to increase 217 

Lincoln division's Public Fire Protection charge by 27%? 218 

A. No.  The Company’s proposal was to increase public fire rates equal to 219 
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the cost of service.  The Company continues to believe that recovery at 220 

the cost of service is appropriate. 221 

Q35. Why does IAWC's proposed increase in the Lincoln division charge 222 

not violate the principle of gradualism? 223 

A. The increase to the Public Fire Service customer class of 53.8% as 224 

proposed by the Company is required in order to recover the full cost of 225 

service.  The Company believes that it does not violate the principle of 226 

gradualism since other divisions are set at cost of service levels.  In 227 

addition, if the public fire service is not brought to cost of service, other 228 

customers will have to pay higher rates to cover the short fall. 229 

Q36. Do you agree with Mr. Boggs' recommendation (p. 48) for IAWC to 230 

analyze the bill impacts of increasing Public Fire Protection to full 231 

cost of service in the next rate case? 232 

A. If the Public Fire Protection rates are not raised to the full cost of service 233 

in this case, then I agree that the Company should analyze the bill 234 

impacts of increasing Public Fire Protection to the full cost of service in 235 

the next rate case. 236 

Private Fire Protection 237 

Q37. Do you agree with Mr. Boggs' recommendation approving IAWC's 238 

proposed Private Fire Protection rates? 239 

A. Yes.  Mr. Boggs agrees with the Company’s proposed Private Fire 240 

Rates. 241 
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IV. RESPONSE TO AG WITNESS SCOTT RUBIN 242 

Q38. Have you reviewed Mr. Rubin's direct testimony and exhibits? 243 

A. Yes. 244 

Q39. Mr. Rubin concludes that the Company will over recover its 245 

customer-related costs by $12.4 million (p. 11).  Do you agree? 246 

A. No.  The $12.4 million amount is a result of Mr. Rubin’s incorrect 247 

customer costs, as I will explain below.  As described earlier in my 248 

rebuttal testimony, the total customer charge revenue exceeds the total 249 

customer costs.  However, the over-recovery is only $3.3 million for the 250 

residential class, or less than 2.5% of total residential revenues. 251 

Furthermore, this is primarily a result of customer charges for the larger 252 

meter sizes over-recovering the customer costs.  The 5/8-inch customer 253 

charge was based on customer costs determined for the 5/8-inch meter.  254 

Almost 90% of the Company’s meters are 5/8-inch meters. 255 

Q40. Nonetheless, Mr. Rubin concludes that IAWC overstates its 256 

customer-related costs because it failed to exclude customer-related 257 

costs allocated to fire protection classes (p. 11).  Do you concur? 258 

A. No, this is not true.  The customer-related costs in IAWC Exhibit 11.01, 259 

Schedule E of the cost of service studies exclude costs allocated to fire 260 

protection classes.  Please refer to attached IAWC Exhibit 11.02R, 261 

which is the functional allocation for each cost of service study.  The 262 

functional allocations were included in the Excel files for the cost of 263 

service studies provided in the Company’s response to data request 264 
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AG-1.23.  As demonstrated by the schedules, costs related to services 265 

and billing and collecting functions exclude costs related to the fire 266 

protection classes.  Services and billing and collecting costs associated 267 

with fire protection are allocated directly to the fire protection function.  268 

Costs related to meters would not have a fire protection component.   269 

Q41. Have you reviewed AG Exhibit 1.07? 270 

A. Yes. 271 

Q42. Do agree with Mr. Rubin's recalculation of IAWC's present and 272 

proposed rates in AG Exhibit 1.07 (p. 12)? 273 

A. No, I do not.  Mr. Rubin removes what he believes to be costs related to 274 

the fire protection classes from the customer costs in Schedule E of 275 

each cost of service study included in Exhibit 11.01.  However, as stated 276 

above, these costs were already excluded from the calculation of 277 

customer costs.   278 

Q43. Do you agree with Mr. Rubin’s proposed determination of IAWC’s 279 

customer charges (pp. 12-13)? 280 

A. Only in part.  I agree with Mr. Rubin’s goal of maintaining the 281 

relationship between existing customer charges for Zone 1 and Pekin.  282 

In addition, I agree with Mr. Rubin’s recommendation to maintain the 283 

relationship between the Lincoln Division's customer charges for the 284 

3/4-inch, 1-inch, 1 1/2-inch and 2-inch meter with that of Zone 1. 285 

However, for South Beloit, the Company recommends bringing the 286 
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customer charges to the rates currently charged in Zone 1, not halfway 287 

between the proposed Zone 1 customer charges and current South 288 

Beloit customer charges.  289 

Also, Mr. Rubin states that the Lincoln customer charges for the 290 

5/8-inch, 3-inch, 4-inch, and 6-inch meters are the same as South 291 

Beloit.  This is only true for the 5/8-inch charge.  The charges for 3-inch 292 

and 4-inch meter sizes are presently $153.00 and $234.00, respectively, 293 

in the Lincoln Division, and $135.65 and $166.95, respectively, in South 294 

Beloit.  In addition, South Beloit does not have a tariff rate for the 6-inch 295 

meter size; therefore, it could not be the same as the 6-inch meter 296 

charge for Lincoln, which is $426 per month.  Mr. Rubin also does not 297 

discuss the 8-inch meter charge for Lincoln which is currently $736.00.  298 

South Beloit does not have a tariff rate for the 8-inch meter charge.  The 299 

Company proposes that the 5/8-inch customer charge for Lincoln be 300 

equal to the 5/8-inch customer charge in South Beloit of $14.50 per 301 

month, but that the customer charges for the larger meters in Lincoln 302 

should be equal to the proposed Zone 1 customer charges.  303 

Q44. Have you reviewed AG Exhibit 1.08? 304 

A. Yes. 305 

Q45. Do agree that Mr. Rubin's proposed customer charges in AG Exhibit 306 

1.08 reflect the customer-related cost of service? 307 

A. No.  Mr. Rubin’s proposed customer charges are understated because 308 
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he incorrectly deducts fire-related costs that were already excluded in 309 

the Company’s proposed customer costs in IAWC Exhibits 11.01 and 310 

11.02R.  The proposed customer charges for the 5/8-inch meter were 311 

set to recover the monthly customer cost of service related to a 5/8-inch 312 

meter. Customer charges for meter sizes larger than 5/8-inch were 313 

increased the same percentage as the 5/8-inch charge. 314 

V. RESPONSE TO IIWC/FEA WITNESS BRIAN COLLINS 315 

Q46. Have you reviewed Mr. Collins' direct testimony and exhibits? 316 

A. Yes, I have. 317 

Zone 1 and Chicago Metro Water Consolidation 318 

Q47. Do you agree with Mr. Collins' recommendation to reject the 319 

consolidation of the Zone 1 and Chicago Metro Water districts? 320 

A. No. Mr. Collins’ discussion is based on theoretical arguments against 321 

consolidation of rate areas.  He appears to ignore, however, the 322 

Commission’s express endorsement of rate consolidation and 323 

movement toward single tariff pricing (STP) in IAWC’s recent rate 324 

cases.  In particular, he ignores the fact that the Commission approved, 325 

in IAWC’s last rate case, the consolidation of IAWC’s Champaign and 326 

Sterling service districts into the Zone 1 area.  Both Champaign and 327 

Sterling are geographically distinct areas from the rest of Zone 1 as Mr. 328 

Collins admits in response to IAWC-IIWC 1.09.  Mr. Collins fails to 329 

explain how the consolidation of these areas is any different from the 330 

consolidation of Chicago Metro into Zone 1.   331 
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Q48. Mr. Collins supports his recommendation with several factors, 332 

including distinctiveness of each service territory.  Do you agree that 333 

this is a reason to reject the consolidation proposal? 334 

A. No.  Each service area is geographically distinct; however, there are 335 

many similarities in the manner in which the several areas are operated 336 

and receive service.  All of the systems pump their treated water 337 

through transmission lines to distribution areas that include mains, 338 

booster pump stations and storage facilities.  All of the areas provide 339 

water to individual customers through a service line and meter.  All of 340 

the areas rely on a centralized workforce for billing, accounting, 341 

engineering, administration, and regulatory matters.  All of the areas rely 342 

on a common source of funds for financing working capital and plant 343 

construction.  Inasmuch as the costs of operation are related to 344 

functions in which the operating characteristics are the same, the 345 

consolidation of the areas is supported.  Finally, all areas receive the 346 

same basic water service which complies with applicable standards for 347 

quality and pressure.   348 

Q49. How do you respond to Mr. Collins' allegations (p. 4) concerning the 349 

consolidated pricing?  350 

A. Mr. Collins lists problems with consolidated pricing related to differing 351 

costs for different geographic areas.  One would expect that there are 352 

differing costs in different areas.  However, customers in the various 353 

areas are receiving the same basic water service, so there is no basis 354 
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for charging different prices to customers in different areas.  The electric 355 

industry charges the same rates regardless of where it serves 356 

customers in geographically dispersed areas.  357 

Q50. Mr. Collins focuses on the erosion of the system's efficiency with 358 

consolidated pricing (p. 5).  Please respond. 359 

A. Mr. Collins offers no evidence to support his claim that inefficiencies 360 

would exist under consolidated pricing.  He offers no proof that 361 

inefficiencies have resulted from previous consolidations.   362 

Revenue Allocation 363 

Q51. Do you agree with Mr. Collins' recommendation (p. 21) to bring the 364 

Large Other Water Utility class to their cost of service? 365 

A. No.  The Large Other Water Utility class includes customers under 366 

contract.  Therefore, rates cannot be raised in this rate case due to 367 

limits on rate increases authorized in the contracts.   368 

Q52. Do you agree with Mr. Collins' recommendation (p. 21) to reduce 369 

other class revenues by $2,904,327 in proportion to their present 370 

percent share of total company revenues? 371 

A. No, as stated above, the Company cannot raise rates for the Large 372 

Other Utility Water Class, so there would not be any additional revenue 373 

available to reduce the remaining classes’ increases. 374 

Rate Design 375 

Q53. Mr. Collins recommends reclassifying certain IAWC customers.  Do 376 
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you agree with Mr. Collins' recommendation (pp. 22-23) to place 377 

Scott Air Force Base (“AFB”) on a Competitive Service rate? 378 

A. No.  Scott Air Force Base is currently categorized as a “Sales for 379 

Resale” (Other Water Utility) customer under the General Service rate 380 

classification.  If Scott Air Force Base wishes to be considered for the 381 

Competitive Tariff, it needs to apply to the Company for this rate and 382 

meet the qualifications. 383 

Q54. Please comment on Mr. Collins’ testimony that Scott AFB should be 384 

placed on the “Sale for Resale” rate, not the General Service rate. 385 

A. Mr. Collins testimony that Scott AFB is on the “wrong tariff” appears to 386 

be based on a misunderstanding of IAWC’s current rate structure.  Scott 387 

AFB is in the “Sale for Resale” customer class, as shown on its bill.  388 

However, the actual rates charged IAWC’s customers (i.e., the General 389 

Service rate, excluding contract rates) are divided into only two 390 

categories: residential and non-residential.  All non-residential customer 391 

classes (Industrial, Commercial, Sale for Resale) are charged the same 392 

non-residential rate.  Thus, there is no other rate (other than a contract 393 

rate which I understand Scott AFB would not qualify for) that Scott AFB 394 

could be placed on.  (If Scott AFB were switched to the residential rate, 395 

its charges would increase due to the single block rate structure for 396 

residential rates). 397 

Q55. Mr. Collins argues that Scott Air Force Base, under the General 398 

Service rate classification, must pay for its small distribution pipe 399 
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twice (p. 22).  Do you agree? 400 

A. No, I do not agree.  The Other Water Utility class is not allocated costs 401 

related to distribution mains as is demonstrated by the calculation of 402 

Factor 4 (see page Z-1 w/CMW-12 of IAWC Exhibit 11.01), which does 403 

not allocate any distribution main costs to the Other Water Utility class. 404 

Q56. Do you believe that IAWC placed Scott Air Force Base on the correct 405 

rate schedule? 406 

A. Yes.  As indicated above, Scott AFB is on the non-residential General 407 

Service rate, along with sale for resale customers and other non-408 

residential customer classes. 409 

Q57. Mr. Collins finally recommends that IAWC adjust the rate elements of 410 

its declining block rate schedule by a uniform percentage to coincide 411 

with the increase in revenues (p. 24.)  Do you concur with his 412 

analysis? 413 

A. No, I do not.  The increases in the commodity charges by rate block 414 

were adjusted so that each customer class generally moves toward its 415 

allocated cost of service.  This can only be accomplished by varying the 416 

increases for each block.  A uniform increase for each block would not 417 

move revenues more in-line with the allocated cost of service. 418 

VI. RESPONSE TO BOND-MADISON WITNESS SANDRA KUHN 419 

Q58. Have you reviewed Ms. Kuhn's direct testimony? 420 

A. Yes, I have. 421 
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Q59. What are her concerns? 422 

A. She presents data concerning the Bond-Madison Water Company’s 423 

("Bond-Madison") history with rate increases (pp. 3-7) and loss of 424 

customers.  She concludes that the average customer cost in Bond-425 

Madison will increase by $120 a year (p. 7) and that Bond-Madison 426 

membership will decline as a result of the rate increase (p. 7).   427 

Q60. Has IAWC modified its rate design to address Bond-Madison’s 428 

concerns? 429 

A. Yes. The Company is submitting with this rebuttal testimony a revised 430 

cost of service and rate design for the combined Zone 1 and Chicago 431 

Metro, which aligns the proposed revenue for the Other Water Utility 432 

class, as well as other classes, more closely with its revised cost of 433 

service.  See IAWC Exhibit 11.03R.  434 

  The revised cost of service study removes the contract customer 435 

classes (Competitive Industrial and Large Other Water Utilities) from the 436 

allocation in order to reflect a truer picture of the cost of service for 437 

those customer classes receiving service under full tariff rates.  The 438 

revenue from the contract customers was treated as “Other Water 439 

Revenue” and was deducted from each remaining customer class’ cost 440 

of service based on relative cost of service.  In this way, each remaining 441 

customer class benefits from the revenue received from the contract 442 

customers.  The proposed rates were then adjusted to more closely 443 

track the revised cost of service, with the Sales for Resale (Other Water 444 
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Utility) class having rates which produce revenue approximating their 445 

cost of service of $11,805,548.  The Company supports this revised rate 446 

design because it provides for a more equitable revenue distribution. 447 

Q61. Do you agree that Bond-Madison should continue to be served under 448 

IAWC's Sales for Resale Customer class? 449 

A. Yes, I do.  With the adjustment to rates and cost of service described 450 

above, Bond-Madison and other Sales for Resale customers will pay 451 

revenue in-line with the cost of service. 452 

Q62. Do you agree with Ms. Kuhn's recommendation to reject the 453 

proposed rate increase or in the alternative to serve Bond-Madison 454 

under “a rate commensurate with its true operations as a residential 455 

rural water service provider” (p. 9)? 456 

A. No. The Company does not have a special rate for a residential rural 457 

water service provider and if the Company would put Bond-Madison on 458 

the residential rate, which originally had a smaller increase, the overall 459 

rate to Bond-Madison would be higher than if it remained on its current 460 

rate.  This is because the residential class has one uniform block which 461 

does not decline as the customer buys more water.  The current rate 462 

that Bond-Madison pays is a declining block schedule which gives 463 

Bond-Madison a lower consumption rate as its consumption increases.   464 

Q63. Would the proposed change in rate design affect Scott AFB as well? 465 

A. Yes.  Scott AFB is in the same customer class as Bond-Madison, so its 466 



IAWC Exhibit 11.00R 
 

-22- 
	  

rates also would track more closely its cost of service under the revised 467 

rate design.  468 

Q63. If the Commission allows a revenue requirement less than what was 469 

originally proposed by the Company, how do you recommend that 470 

the rates be scaled-back? 471 

A. If the Commission grants an increase less than what was originally 472 

proposed, I recommend that the rates for Pekin and Lincoln be 473 

proportionately scaled back from the Company’s proposed revenue 474 

increases.  For Zone 1 and Chicago Metro, I recommend that the 475 

consolidation be approved and that the allowed increase be 476 

proportionately scaled-back from the Company’s revised rate design 477 

increases presented in IAWC Exhibit 11.03R.  The scaled-back rates 478 

should maintain the $1.3748 per CCF differential for production related 479 

costs, as proposed by the Company.  480 

VII. CONCLUSION 481 

Q64. Does this conclude your rebuttal testimony? 482 

A. Yes, it does.  483 


