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 I.   INTRODUCTION AND SUMMARY OF POSITION 

The People of the State of Illinois, by LISA MADIGAN, Attorney General of the State of 

Illinois (the “People,” or “AG”), pursuant to the Commission’s rules, 83 Ill. Admin. Code 

200.800, file their Reply Brief on Rehearing in response to the Initial Brief on Rehearing of 

Great Northern Utilities, Inc, Camelot Utilities, Inc., and Lake Holiday Utilities Corporation 

(collectively referred to as the “Utilities); the Initial Brief on Rehearing of the Staff of the Illinois 

Commerce Commission (“Staff”); and the Initial Brief on Rehearing of Intervenor Camelot 

Homeowner’s Association (the “Association”). As demonstrated in the People’s Initial Brief on 

Rehearing, this case involves extraordinarily large and sudden increases in rates and revenues 

that will result in severe rate shock.  The Commission ordered rehearing to consider ways to 

mitigate or alleviate this rate shock and help consumers handle these large increases.   

  The People renew their request that the Commission adopt the phase-in plan proposed 

by AG witness Michael Brosch.  In the alternative, the People do not object to the phase-in plan 

described by Staff witness Phillip Rukosuev, and recognize that the higher rate caps and shorter 

phase-in period will result in lower total customer bills in the longer term.  However, due to the 

burdens and high costs associated with a strictly voluntary plan and the Utilities statement that 

“it is unrealistic to expect that there will not be substantial participation in an elective plan,” 

Utilities Ini. Br. at 6, the People recommend that the phase-in plan apply to all consumers in the 

affected areas.  In addition, the People agree with the Staff that the Commission should initiate 

an investigation into the cost of service and opportunities to alleviate rate shock by considering 

all 23 Illinois subsidiaries of Utilities, Inc, the Utilities’ common parent.  Staff Ini. Br. at 8-11. 

II.  RESPONSE TO THE UTILITIES AND THE STAFF 
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Both the Utilities and the Staff fail to recognize the burden that the rates approved in this 

docket will place on consumers.  The Commission has recognized and all parties essentially 

concede that the enormous size of the approved rate increases will cause consumers to 

experience rate shock.  Tr. of Comm’n Bench Session at 31 (Dec. 21, 2011).  These large 

increases are inconsistent with the basic regulatory principle that the rates consumers pay are to 

be “just and reasonable,” that rates are based on public understandability and acceptance of the 

reasonableness of the rate structure and level, and that rates preserve affordable utility service.  

220 ILCS 5/9-101 & 1-102(d)(ii) & (viii) (2011).  Avoidance of rate shock is a well-established 

regulatory principle that has guided this Commission in determining appropriate utility rates.  

See, e.g., Citizens Utils. Bd. v. Ill. Commerce Comm’n, 276 Ill. App. 3d 730, 738, 658 N.E.2d 

1194, 1201 (1st Dist. 1995); Camelot Utils., Inc. v. Ill. Commerce Comm’n, 51 Ill. App. 3d 5, 10, 

365 N.E.2d 312, 315 (3d Dist. 1977).    This rehearing is about the need to alleviate the rate 

shock the Utilities’ rate increase request has caused. 

A. The Utilities And Staff Ignore The Very Real Burden The Sudden And 

Extraordinary Increases Will Create, And Fail To Support Their Arguments 

That The Utilities Will Not Be Able To Cover Their Costs With Citations To 

The Record. 

 At the outset, the Utilities erroneously suggest that the Attorney General has proposed 

“rate reductions.”  Utilities Ini. Br. at 1.  The Utilities argue, without record citation or 

explanation, that the phase-in plan devised by AG witness Brosch is a rate reduction.  Id.  

Although the phased-in rates by definition are less than the rates would be if the entire 212% and 

252% water increases and 88% Camelot sewer increase were imposed immediately, the plans 

devised by Mr. Brosch and Mr. Rukosuev carefully account for the entire revenue requirement 

approved by the Commission.  Both plans assure that the deferred revenue is recovered with 

interest.  This phase-in plan allows rate increases of 20% or $10 per month from current rates per 
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year, whichever is greater until the allowed revenue requirement is recovered in full with 

interest.  AG Ex. 2.0 on Rhg at 11.  Staff Ex. 17 Rev. at 15.
1
  These plans are not rate reductions. 

 The Staff argues against Mr. Brosch’s phase-in plan on the grounds that it “almost 

exclusively” benefits ratepayers.  Staff Ini. Br. at 11(emphasis in original).  This argument 

ignores the fact that both Mr. Brosch’s proposal and the Staff proposal provide carrying charges, 

or interest, on deferred revenues.  Both plans assure that in the long term, the Utilities’ rates 

include recovery of the full revenue requirement and the cost of capital for the deferred period.  

The Utilities in fact utilized Mr. Brosch’s carrying charge methodology in their assessment of 

costs.  See Utilities Ex. 1 on Rhg, Sch. 5 GN, C-W, C-S.   

 In arguing against a phase-in plan, the Utilities and Staff complain that the phase-in plan 

rates will provide “substantially less revenue” than they were allowed and do not cover the 

Utilities “cost of service.”   Utilities Ini. Br. at 1; Staff Ini. Br. at 5-6.  Again, by definition a 

phase-in brings in “less revenue” in the short term, although the full plan provides exactly the 

same revenues as the initial rates with interest.  However, this issue would not be before the 

Commission had the Utilities managed their operations (1) to control their costs to correspond to 

a reasonable revenue level for the 360 and 200 customers served by the Great Northern and 

Camelot systems and (2) to gradually raise rates to avoid rate shock and to enable the 

Commission to monitor the Utilities’ rising costs in light of what can reasonably be expected of 

consumers.  Final Order at 3, 34.   

 The extraordinary revenue increases in this docket result in among the highest rates 

among both ICC regulated systems and among 256 other water and sewer systems across 

Illinois.  These rates greatly exceed the average ICC regulated water rates of $36.90 and the 

                                                 
1
   Staff’s proposal would phase-in revenues in three steps (60%, 75% and 90%) and the phase-in the repayment of 

carrying charges with interest at 3.20%, which recognizes the short term nature of the indebtedness. 
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average ICC sewer rate of $34.44 (for 6,000 gallons, which exceeds the usage implicit in the 

Company’s averages).  AG Ex. 1.0 at 10.  These facts alone justify deferring revenue recovery in 

order to fairly balance ratepayer and shareholder interests.  

 The Utilities refer to their use of a 2009 test year to suggest that even the approved rates 

may be too low.  Utilities Ini. Br. at 2.  First, the Commission explicitly declined to revisit the 

approved revenue requirement on rehearing.   Second, the Utilities have complete discretion to 

select a test year, and any attempt to argue now that the revenue increases (of more than 200%) 

were too small should be rejected as irrelevant and contrary to the Commission’s order limiting 

rehearing to rate shock mitigation. 

 Both the Utilities and the Staff suggest, without citation to specific record evidence that a 

rate shock mitigation phase-in plan will deny the Utilities the revenue they need to operate and 

invest in these systems.  Utilities Ini. Br. at 2; Staff Ini. Br. at 5.  No Utilities or Staff witness 

identified any specific function or investment that would have to be postponed or foregone if a 

phase-in plan were adopted.  Further, these systems are exceedingly small:  Great Northern has 

only 360 connections, and Camelot has “approximately 200” connections.  Order at 3.  During 

the period prior to these rate cases, Great Northern’s rate base increased from $190,356 to 

$1,363,881 or more than 600% and Camelot’s water and sewer rate base increased from 

$588,213 to $1,630,362 or more than 175%.  See Order at 6 & App. B for Great Northern and 

Camelot Water and Sewer.  The Commission allowed all of this investment into rate base, and 

the new revenue requirement already reflects these extraordinarily large investments.  Id. at 8.  

The Utilities and Staff now argue that these tiny systems should expect to be burdened with yet 

more investments in the near short term.  This is simply not credible, particularly when these 

assertions are made without any specific record evidence.  Further, if additional major 
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investments are made, real questions of affordability will arise, as will questions as to whether 

those investments are used and useful and prudent. 

 The Utilities and the Staff also opine that a phase-in will interfere with the Utilities 

ability to cover their costs.  It is worth noting a significant portion of the revenue requirement is 

made up of rate case expense.  For example, Great Northern and Camelot Water and Sewer 

received $104,769 and $101,268 in rate case expense, totaling $205,092 (test year rate case 

expenses were $34,923, $33,756 respectively).   Camelot Ex. 3.0, Sch. 3.1 GN, 3.1 C-S and 3.1 

C-W.  These costs are not ongoing, and do not implicate current, out-of-pocket expenses that 

would have to be curtailed if revenues were reduced.   

 A phase-in should not be expected to cripple the Utilities for the additional reasons that 

each of these very small systems is part of a larger organization, Utilities, Inc. (“UI”), which 

owns 23 other systems in Illinois and 70 systems throughout 15 states.  GN Ex. 1.0 at 2-3; 

Camelot Ex. 1.0 at 2-3.    The Utilities’ parent, UI, provides all services, costs, and investments 

through its Water Services Corporation and allocates all costs to these systems.   GN Ex. 1.0 at 1; 

Camelot Ex. 1.0 at 1.   Investment decisions are made centrally, and were made during the past 

13 (Great Northern) and 18 years (Camelot) notwithstanding years when the Utilities received 

less than their cost of capital.   Tr.  41 (July 13, 2011).  The phase-in proposals are for 6 or 9-10 

years, considerably less time than the prior rates were in place.  Clearly these Utilities can 

operate in situations when their rates are less than their out-of-pocket expenses, allocated 

expenses and their investment needs.   

B. Immediately Imposing The Full Revenue Requirement Allowed In These 

Dockets Would Ignore Both The Resulting Consumer Rate Shock And The 

Utilities’ Clear History Of Mismanagement, And Not Fairly Balance The 

Interests Of Consumers And The Utilities. 
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The Utilities and Staff steadfastly argue that the Commission must immediately 

implement “cost-based” rates – being the full 254% for Great Northern water service and 212% 

plus 89% increases in Camelot water and sewer service, respectively.  AG Ex. 2.0 on Rhg at 5-6.  

They argue that a phase-in plan would be leave the Utilities short of funds in the short run and be 

too costly for consumers in the long run.  However, failure to adopt a phase-in will create terrible 

hardship for ratepayers, while ignoring the Utilities’ failure to seek gradual rate increases over 

time and the undisputed fact that these Utilities operated for 13 year (Great Northern) and 18 

years (Camelot) at the prior revenue levels while successfully operating these systems, 

maintaining access to capital, and investing more than one million dollars in these systems.   

As Staff notes, the Commission recently stated that “this Commission is put to the 

obligation of balancing both the interests of consumers and the interests of the Utilities.”  Staff 

Br. on Rhg at 11.  The Illinois Supreme Court has long upheld this ratemaking principle, stating 

that “the fixing of ‘just and reasonable’ rates[] involves a balancing of the investor and the 

consumer interests.”  Ill. Bell Telephone Co. v. Ill. Commerce Comm’n, 414 Ill. 275, 287 (1953) 

(quoting the U.S. Supreme Court in Fed. Power Comm’n v. Hope Natural Gas Co., 320 U.S. 

591, 603 (1944)).  But the Utilities and Staff’s position would have the Commission resolve this 

balance entirely in favor of the Utilities by denying consumers any kind of rate relief in the face 

of enormous and truly extraordinary rate increases.   

In arguing that rate increases should include the entire approved revenue requirement, the 

Utilities and Staff ignore the Utilities’ failure to request a reasonably sized increase, the 

regulatory principle of gradualism, and the serious disruption to consumers’ access to the basic 

necessities of life (i.e. water and wastewater services) that will result from these huge increases.  

The testimony submitted by members of the Camelot Homeowners Association on rehearing 
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demonstrate the range of hardships that this large increase will create, including absorbing a 

week’s food budget (Ex.7.0 and 8.0), eliminating children’s and family activities (Ex. 1.0, 10.0), 

need to obtain a second job (Ex. 10.0), cutting into an already fixed income (Ex. 3.0, 5.0, 6.0, 

7.0), and considering sale, although the high water bill will hurt sales prospects.  (Ex. 3.0, 6.0, 

9.0).  

The People agree with the Camelot Homeowners Association and the Commission’s 

conclusion in its Final Order that if the Utilities had actually fulfilled their obligations to 

consumers by gradually requesting rate relief as needed over time, “appropriate rate adjustments 

would have occurred in a manner less dramatic and easier for ratepayers to adjust and plan for.  

In sum, we find the Companies in this instance have failed in managing the appropriate timing of 

[their] requests for rate relief.”  Final Order at 34; Association Br. on Rhg at 3-4.  Approving a 

phase-in plan to mitigate the effect of this poor planning by the Utilities will allow the 

Commission to appropriately balance consumer and utility interests.  To do otherwise simply 

shifts the full weight of the consequences for the Utilities’ poor management onto the backs of 

blameless (and powerless) ratepayers who rely on the Commission to protect their interests in 

relation to their monopoly water and/or sewer utility service provider. 

In arguing against affording consumers any relief from the extraordinary increases 

resulting from the Utilities’ greatly increased revenue requirements, Staff asserts that “[t]he 

Commission is not free to change basic cost of service principles from case to case without 

explanation or justification.”  Staff  Ini. Br. at 6 n.5 (citing to Business & Professional People v. 

Illinois Commerce Commission, 193 Ill. 2d 192, 226, 228 (1990)).  This argument misses the 

point of this rehearing, which is to devise a way to alleviate the rate shock that will undoubtedly 

result from the allowed revenue requirements. The Commission made it clear that it would not 
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reconsider the size of the revenue requirements despite the People’s and Camelot Homeowners 

Association request to do so in their Petitions for Rehearing.   

A rate increase phase-in will not alter the total revenue requirement which the Utilities 

can ultimately collect, and therefore does not change “basic cost of service principles.”   Further, 

even if “basic cost of service principles” are somehow implicated by the phase-in proposal, the 

size of these increases coupled with the Utilities’ failure to appropriately manage the timing of 

their rate increase requests provides sufficient “explanation or justification” for the Commission 

to adopt a plan to mitigate the resulting rate shock for consumers. 

AG witness Brosch’s phase-in plan achieves the vital balance between consumer and 

investor interests by gradually increasing rates while compensating the Utilities for the time 

value of money.  Both his plan and the phase-in plan designed by Staff witness Rukosuev 

accommodate both consumer and Utility interests.  Without a phase-in plan, however, the 

shareholders will be advantaged at ratepayer and public expense. 

A rate phase-in plan to spread rate increases over time is an effective tool to mitigate the 

effects of rate shock on consumers and give consumers time to adjust to a more gradual increase 

in charges.  As Utilities’ witness Neyzelman testified at the hearing, UI has previously been 

subject to phase-in plans in other states where the increases were significantly smaller than those 

requested here (Tennessee: 66.4% total increase; Maryland: 27% total increase).  Tr. at 24-25.  

Adoption of one of the phase-in plans proposed on rehearing is the only way to alleviate the rate 

shock resulting from the large revenue increases of more than 200% allowed in these dockets. 

C. A Phase-In Plan Is Not Retroactive Ratemaking 

 The phase-in plan is not retroactive ratemaking.  There is no recommendation that the 

revenue requirement be changed based on information discovered at a later point in time.  See 

Citizens Utils. Bd. v. Ill. Commerce Comm’n, 124 Ill. 2d 195, 210-11 (1988).   Further, no party 
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has suggested that the Utilities refund revenues already collected during the period of rehearing 

(as the People’s Motion to Stay was denied).  A phase-in plan is not “equivalent to a refund of 

revenues previously approved for a prior period,” as argued by the Utilities at page 2 of their 

Initial Brief.  On the contrary, the phase-in will start with a new order that establishes a rate 

mechanism that will recover the total revenue requirement approved over the phase-in period – 

whether it is the phase-in plan designed by Mr. Brosch or the one designed by Mr. Rukosuev.   

D. The Utilities Argument That A Phase-In Will Increase Uncollectible Expense 

Betrays A Misunderstanding Of Uncollectible Expense And How A Phase-In 

Works. 

 The Utilities argue that a phase-in will increase “both the amount and age of unpaid 

receivables and will substantially increase the uncollectible account expense that must be 

recovered in rates.”  Utilities Ini. Br. at 3.  The Utilities’ pre-filed testimony on this issue was 

very brief, consisting of nothing more than the statement that uncollectibles “are likely to grow.”  

Companies Ex. 1.0 on Rhg, page 3.  On cross-examination, it became clear that this assertion is 

nothing more than a supposition.  The Utilities’ witness testified: 

Q.  Do you know whether any of the these [sic] three utilities saw an increase in 

late payments since the new rates went into effect? 

A. I don't know that. 

Q. Do you know whether there has been an increase in partial payments for any of 

the utilities? 

A. I haven't done any kind of analysis with billing with respect to the customer's 

bills ever since the rates went into effect. 

Q. Would you expect an increase in uncollectables [sic] because of the increased 

rates? 

A. I don't know what's going to happen in the future; but if -- I believe that if there 

is an increase, that there is a possibility of there being an increase in 

uncollectables. 

Q. And that would be the case regardless of the size of the increase? 

A. I don't know how to answer that question. I think every individual has a 

different budget and it just depends on what people can pay. 
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Q. So you couldn't say that an increase of 10 percent, 20 percent, 50 percent, 90 

percent, whatever it is -- 

A. I can't measure it 

Tr. 20-21.   

 Based on logic and common understanding of how people adjust to changing costs, it is 

more likely that there would be a decrease in late payments and ultimately in uncollectibles if 

there is a phase-in plan.  Consumers are ordinarily not prepared for the shock of a bill tripling in 

size and they cannot be expected to have the funds set aside for these increased charges. They 

may not have an increased source of money to pay this increase plus other common expenses 

such as food, other utilities,  mortgage payments, taxes, children’s activities and supplies, and 

medicine.  As shown in AG witness Colton’s testimony as well as the testimony of Suzanne 

Basak and Barry Damon of the Camelot Homeowners Association in the initial phase of this 

case, mean incomes in the counties served by these utilities are insufficient to absorb the 

dramatic increases resulting from this case without substantial hardship.  AG Ex. 1.0 at 23-24.  A 

tripling of the water and/or wastewater bill to $100-$160 average per month can be expected to 

result in either increased late payments or an increase in uncollectibles if homeowners leave their 

homes because they cannot afford to pay for the most basic necessity:  water.  See CHA Ex. 3.0, 

6.0, 9.0 on Rhg and Public Comments in Dockets 11-0059 and 11-0141 & Tr. 18-19.   

 By contrast, a phase-in plan should ease late payments and uncollectibles because 

consumers will have time to adjust their spending (and potentially earning) habits to cover the 

steadily increasing bill.  They will have time to make efficiency investments or otherwise limit  

their usage to control their bills.  The argument that uncollectible accounts will increase with a 

phase-in plan is not supported by evidence and is contrary to common experience. 
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E. The Staff Proposal To Create A Steeply Inclining Block Rate Does Not 

Address The Need For Rate Mitigation Now. 

 The Staff proposes that the Commission consider a “usage tier structure” with increasing 

block rates to encourage water conservation and “subsequently reducing customers’ bill.”  Staff  

Ini. Br. at 7.   Ultimately Staff requests that this proposal be taken up in the investigation into 

UI’s 23 Illinois systems that the Staff and the People request.  Id. at 8.  Therefore, an inclining 

block rate will not address the immediate problem of rates that have tripled in size to be among 

the highest in the state. 

 Even assuming the Commission does consider an inclining block rate structure in the 

investigation, it is far from clear that this will address rate shock.  Further, the size of the initial 

block would have to be carefully determined to guard against shifting the large increases from 

small families to large families.   Further, a steeply inclining block rate can discourage 

consumption at higher levels, but result in higher charges for the initial block to make up for the 

expected decline in usage at the upper end.  This proposal does not argue against adopting a 

phase-in plan in the near term.  This rate design option belongs on the table in the forthcoming 

investigation. 

F. The Law Does Not Entitle The Utilities To The Weighted Cost Of Capital On 

The Deferred Amounts. 

 The Utilities argue that the People’s phase-in proposal is “confiscatory” because it would 

not allow the Companies to recover the 7.71% weighted cost of capital approved in the Order, 

citing Mt. Carmel Public Utility Co.  Utilities Ini.Br. at 3.  However, the Utilities mistake an 

authorized return for a guaranteed return.  In addition, in a case like this where the increases are 

excessive and shocking to consumers, the Commission can adjust the required return so long as it 

specifies what the final amount of each is.   Camelot Utilities v. Illinois Commerce Commission, 

51 Ill.App.3d 5, 9, 365 N.E.2D 312, 315 (1977).  In that opinion, also involving Camelot 
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Utilities, the Illinois Appellate Court stated: “While the rates allowed can never be so low as to 

be confiscatory, within this outer boundary, if the rightful expectations of the investor are not 

compatible with those of the consuming public, it is the latter which must prevail.”    Camelot 

Utilities v. Illinois Commerce Commission, 51 Ill.App.3d 5, 10, 365 N.E.2D 312, 315 (1977).
2
   

The consuming public needs protection against rates that have more than tripled in size to 

become among the highest water and sewer bills in the state. 

 This is consistent with the Unites States Supreme Court’s pronouncement in the Bluefield 

Water Works case in which the Court held that a reasonable return is not the highest return, and 

that there is “no constitutional right to profits such as are realized or anticipated in highly 

profitable enterprises or speculative ventures.”  Bluefield Water Works, 262 U.S. 679 (1923).  So 

long as the Commission specifies the basis for the lower return on the deferred balances, it has 

complied with both the 1977 Camelot case and the Bluefield case. 

G. In Light Of The Unknown But Potentially Large Cost Associated With 

Creating A Voluntary Phased-In Plan, The Commission Should Not Make 

The Phase-In Voluntary Unless The Costs Associated With A Voluntary Plan 

Are Not Separately Recoverable. 

 

In resisting any phase-in plan, the Utilities and Staff argue that consumers should not pay 

smaller increases now with larger increases plus interest later on, while ignoring what consumers 

have themselves argued in this case.
3
   Although it is certainly true that paying higher increases 

                                                 
2
   See also State Public Utilities Commission v. Springfield Gas & Elec. Co., 291 Ill. 209, 216 -217 (Ill.1919), 

where the Court  “said that a just and reasonable rate can never exceed-perhaps an rarely equal-the value of the 

service to the consumer, and on the other hand it can never be made by compulsion of public authority so low as to 

amount to confiscation; that a just and reasonable rate must therefore certainly fall between these two extremes, so 

as to allow both sides to profit by the conduct of the business and the improvement  of methods and increase of 

efficiency; that justice to the consumer, ordinarily, would require a rate somewhat less than the full value of the 

service to him, and justice to the company would ordinarily require a rate above the point at which it would become 

confiscatory.”  
 
3
 See Utilities’ Br. on Rhg at 3 (“Customers having difficulties with budgeting for the current costs will be even less 

able to pay the higher future amounts.”); Staff Br. on Rhg at 5 (“In general, Staff believes that the long term 

consequences of any phase-in plan are fiscally unsound.”). 
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plus interest in the recovery years of a phase-in plan will result in higher rates in the out years, a 

phase-in is necessary in order to enable consumers to prepare for these large increases and adjust 

their budgets accordingly.  There can be no doubt that it is much more burdensome for 

consumers to immediately cover the huge rate increases approved in this case, and such sudden 

increases – over 200% -- are inconsistent with both the basic expectations of consumers and 

regulatory principles that utility rates for essential services should change gradually.   

Further, the Utilities agree that “it is unrealistic to expect that there will not be substantial 

participation in an elective program.”  Utilities Ini. Br. at 6.  It appears likely that many 

consumer families would prefer to pay gradually increasing rates to smooth out the enormous 

approved increases over several years.  As one Commissioner stated when the Commission 

ordered rehearing in this docket in order to explore options to alleviate rate shock on consumers, 

“it is appropriate for us to . . . figure out . . . [how] this rate increase could be smoothed so the 

pocketbooks of the ratepayers are – they will be damaged, but at a less astounding speed.”  Tr. of 

Comm’n Bench Session at 32 (Dec. 21, 2011).  Adopting a rate phase-in plan accomplishes this 

goal. 

Furthermore, the phase-in is necessary due to the extraordinarily high increases, with 

monthly charges increasing from $21.02 to $74.47 for Great Northern customers and increasing 

from $69.76 to $167.32 for Camelot water and sewer customers. It is evident from the testimony 

filed by the Camelot Homeowners Association that consumers will be very interested in a phase-

in plan.  One Camelot customer, Mrs. Vallarta, testified that “the unprecedented and 

unbelievable leap [in utility rates] in one fell swoop . . . has left us nowhere to turn for payment 

other than to our food budget or to the money we must set aside to pay the taxes on our home.”  

CHA Ex. 8.0 at 1.  Mrs. Vallarta and her husband, who suffers from brain cancer, are elderly 
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retirees who are raising two grandsons on a strict Social Security budget that cannot 

accommodate a $100 per month increased bills.   Id.  In fact, the record is full of testimony from 

ratepayers who will be pushed over the brink by the full implementation of the enormous rate 

increases approved in this case: including retirees living on a fixed income, people who have 

recently lost their jobs, and ordinary families who will be forced to cut their budgets to the bone 

or sell their houses and move away entirely.  See Association Br. on Rhg at 4-6.  Adopting a 

phase-in plan to smooth out these colossal rate increases over several years would give 

consumers a much better chance to absorb this budgetary pain and plan for the future. 

In Docket 11-0059, Great Northern, there are 32 comments out of a total customer base 

of only about 360 customers, with 8 comments since the rate order was issued.  In Docket 11-

0141, Camelot homeowners hired an attorney to represent their interests, filed 82 public 

comments (as of March 30, 2012) out of about 200 customers, plus 10 consumers filed testimony 

on rehearing and 16 customers filed testimony in the original hearing.   Finally, several 

consumers took the time to come to downtown Chicago to address the Commission in person.  

See Commission Meeting Minutes, Tr. at 2-11 (Nov. 8, 2011).  This extraordinary level of 

participation by the public should be taken as demonstrating a strong consumer interest in 

moderating the size of these increases and alleviating the burden the 200% increases are placing 

on consumers. 

 The Utilities and the Staff maintain that if a phase-in plan is approved, it should be 

voluntary.  However, neither party investigated or placed in the record the costs associated with 

an elective plan.  For example, on cross-examination, Staff witness Rukosuev testified:  “I 

assumed that even if the billing system would have to be changed in some manner, I don't 

assume it to be cost-prohibited because we're dealing with such a small number of couples. And 
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so that's my opinion about that. Q.  But you don't have any specific numbers in mind as to how 

much it would cost? A.  I don't have a clue.  Tr. at 73 (emphasis added).    Utilities witness 

Neyzelman was asked whether the Utilities new billing software “CC&B,” that was placed in 

service on June 2, 2008 and cost UI consumers a total of $7.1 million, could handle voluntary, 

individual phase-in bills.  See GN Ex. 1.0 at 6-8.  He stated:  

It depends on what kind of phase-in program is being recommended or proposed. 

There's different ways to implement a phase-in program. And if we're talking 

about something that's voluntary, where each individual will have an option to 

participate in a phase-in plan, then where there would be one customer class, for 

example, a five (unintelligible) customer and they would have the same rates. But 

in this case if a customer would participate in such a plan, their rate would be 

different as well as the amortization and the deferral of a revenue amount that 

would be deferred under a phase-in program. That's where the difficulty comes in 

where the program was not designed to handle such a plan. 

 

Tr. at 22-23.  By contrast, a phase-in plan that applies to all consumers could be handled by the 

new software. 

Q.   So if everybody in a customer class paid the same rate, your software could 

manage that more easily? 

A.   Yes. 

 

Tr. at 23.  Indeed, the other two UI phase-in plans did not include a voluntary component.  See 

IN RE Petition of Tennessee Water Service and In the Matter of Maryland Water Service, Orders 

Attached to the People’s Initial Brief on Rehearing as AG IB Attachments 1 and 2.  Further, in 

its analysis of the phase-in proposals attached to the Utilities Rebuttal Testimony on Rehearing, 

the Utilities assumed 100% participation.  Tr. at 30.   In the absence of record evidence about the 

costs of voluntary participation, the Commission should not require such an unusual and 

extraordinary billing mandate unless the Utilities elect to make the phase-in plan voluntary and 

not defer or otherwise recover the associated costs. 
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H. The Commission Should Order An Investigation Into The Entire UI System 

To Determine Whether Other Rate Mitigation And Efficiency Opportunities 

Exist. 

 The People and the Staff agree that it is important for the Commission to open an 

investigation into the cost of service of all 23 of UI’s water and sewer utilities operating in 

Illinois.  Staff Ini. Br. at 8-11.  This investigation may produce other opportunities to moderate 

these rate increases and may produce new options to mitigate rate shock in these systems (and 

potentially other systems) during the course of the 6 or 9-10 year phase-in plans.   The People 

support the arguments made by the Staff in regard to this investigation proposal. 

 Notably, the Utilities did not mention this proposal in their Initial Brief. 

III. CONCLUSION 

The Commission should adopt a rate phase-in plan as the only presently available option 

to mitigate the effects of the shocking rate increases approved in this docket.  A phase-in plan – 

whether it is the one proposed by the People or the Staff witness, will allow consumers more 

time to adjust to painful bill increases over time, while still affording the Utilities a reasonable 

return on the deferred revenues, thereby fairly balancing ratepayer and shareholder interests.  

Further, a comprehensive investigation of the Utilities’ cost of service and operations should be 

initiated to explore ways to alleviate the very large rate increases currently being sought by UI 

utilities.   

The People respectfully request that the Commission enter an order consistent with the 

recommendations contained in this Reply Brief on Rehearing. 
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