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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Dianna Hathhorn.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity?   6 

A. I am an Accountant in the Accounting Department of the Financial 7 

Analysis Division of the Illinois Commerce Commission (“Commission”). 8 

 9 

Q. Have you previously testified in this proceeding? 10 

A. Yes, my direct testimony is ICC Staff Exhibit 2.0. 11 

 12 

Q. What is the purpose of your rebuttal testimony in this proceeding? 13 

A. The purpose of my testimony is to respond to Illinois-American Water 14 

Company’s (“IAWC” or the “Company”) rebuttal testimony concerning 15 

pensions, Business Transformation costs and the Company’s proposed 16 

Revenue Adjustment Clause Rider (“Rider RAC”). 17 

 18 

Q. Are you sponsoring any schedules as part of your rebuttal 19 

testimony?  20 
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A. Yes.  I prepared (or supervised the preparation of) the following schedule 21 

for the Company, which shows data as of, or for the test year ending, 22 

September 30, 2013: 23 

Schedule 10.01 Pension Asset Adjustment 24 

The following discussion of schedules and issues applies to all rate zones.   25 

 26 

Attachments 27 

Q. Have you included any attachments as part of your rebuttal 28 

testimony? 29 

A. Yes.  I have included the following attachments: 30 

Attachment A Company Response (Public and Confidential) to Staff 31 

Data Request (“DR”) DLH-24.05    32 

Attachment B Company’s Rider RAC with Staff Proposed Revisions 33 

 34 

Uncontested Adjustments 35 

 Q.  Did the Company accept any of your adjustments from direct 36 

testimony? 37 

A. Yes.  The Company did not oppose the following adjustment (IAWC Ex. 38 

5.00SUPP, p. 11, lines 250-251): 39 

Schedule 2.01 Incentive Compensation Adjustment 40 

 41 

 Therefore, this adjustment is incorporated into the beginning rebuttal 42 

positions of the Company in the Staff rebuttal revenue requirement 43 

schedules. 44 
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 45 

Pension Asset Adjustment  46 

Q. Please describe ICC Staff Exhibit 10.0, Schedule 10.01, Pension 47 

Asset Adjustment. 48 

A. Schedule 10.01 reflects my proposed adjustment to remove the updated 49 

pension asset proposed for rate base recovery by the Company since the 50 

Company has presented no evidence that the pension asset was created 51 

by anything other than ratepayer funds.   Accordingly, my adjustment 52 

removes the impact of the pension asset from rate base for each rate 53 

zone. (ICC Staff Exhibit 10.0, Schedule 10.01) 54 

 55 

Q. The Company states that the question of shareholder funding is not 56 

the appropriate basis to determine if IAWC’s pension asset should 57 

be included in rate base, rather, the question is the appropriate 58 

ratemaking treatment of the differences between amounts accrued 59 

as pension expense under FAS 871 and the pension contribution 60 

payments made under ERISA2.  (IAWC Ex. 6.00R, p. 21, lines 447-451)  61 

Are these really two different questions? 62 

A. No.  The answer to the question of the appropriate ratemaking treatment 63 

is driven by the determination of what party funded the difference between 64 

                                                           
1
 Statement of Financial Accounting Standards 87 (“FAS 87”) FAS 87 has been codified in the 

Accounting Standards Codification (“ASC”) in ASC-715. 
2
 Employee Retirement Income Security Act (“ERISA”). 
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the FAS 87 expense and ERISA contribution.   The Company attempts, 65 

unsuccessfully, to make a distinction between its current pension asset 66 

proposal and those proposals the Commission has considered, and 67 

rejected, in the past. 68 

 69 

Q. The Company argues that since the Commission has authorized rate 70 

base deductions when the FAS 87 pension expense exceeded the 71 

ERISA contributions in the past, then there is no reason to treat the 72 

symmetrically converse situation differently.   (IAWC Ex. 6.00R, pp. 73 

21-22, lines 463-478)  Is the Company’s conclusion about 74 

symmetrical treatment consistent with past Commission orders? 75 

A. No.  The Commission has concluded that, if FAS 87 amounts exceed 76 

pension funding amounts under ERISA, it is appropriate to apply the 77 

difference as a rate base deduction for ratemaking purposes since the 78 

excess funds are supplied by ratepayers, and not by shareholders; 79 

therefore, shareholders are not entitled to earn a return on these excess 80 

funds. This position was made clear in the Commission’s order in The 81 

Peoples Gas Light and Coke Company/North Shore Gas Company 82 

(“Peoples/North Shore”) Docket Nos. 07-0241/07-0242 Cons., wherein the 83 

Commission found both that a) the company’s pension asset would not be 84 

allowed as an addition to rate base and b) the company’s accrued 85 

postretirement benefits other than pensions (“OPEB”) liabilities must be 86 
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deducted from rate base. The Commission further found that this position 87 

was consistent with a number of previous decisions. (Order, February 5, 88 

2008, p. 37) 89 

 90 

Q. The Company states as an alternative to excluding its pension asset 91 

from rate base, that the Commission make a determination in the 92 

Order in this case that, when the funding contribution amount is less 93 

than the FAS 87 amount, no rate base deduction will be required.  94 

(IAWC Ex. 6.00R, p. 23, lines 492-497)  Is this recommendation valid? 95 

A. No.  In addition to being contrary to the past Commission decisions 96 

discussed above, although I am not an attorney, it is my understanding 97 

that a current Commission Order cannot bind a future Commission’s 98 

conclusion, since each Commission Order must be based on the facts 99 

and evidence in the record at that time. 100 

 101 

Q. The Company attempts to distinguish its pension asset from others 102 

considered in past Commission orders.  (IAWC Ex. 6.00R, p. 24, lines 103 

532-534)  Specifically, it highlights that Peoples/North Shore’s 104 

pension asset requests resulted from the expected return on prepaid 105 

pension plan assets exceeding other components of the utilities’ 106 

pension cost, and from some of the plan participants accepting lump 107 

sum distributions in lieu of pension plan benefits.  (Id., lines 515-522)  108 
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Are these differences between the Company’s proposal and facts 109 

considered in past Commission orders a valid reason for the 110 

Commission to reach a different conclusion? 111 

A. No.  Pension assets result from a comparison of funding its pension plans 112 

under ERISA requirements with the amount under FAS 87.  Both the 113 

ERISA and FAS 87 amounts have several assumptions used as inputs to 114 

determine these amounts.3  These inputs include: 115 

 Management’s future contribution policies; 116 

 Methodologies to calculate asset valuations and interest rate basis; 117 

 Discount rates, expected return on assets, and actual return on 118 

assets; 119 

 Mortality and salary increase rates; and 120 

 Lump sum conversion rates 121 

The Company attempts to distinguish differences in the input assumptions 122 

in the Peoples/North Shore cases from those that created the pension 123 

asset in this proceeding as justification for the Commission coming to 124 

another conclusion on its pension asset in rate base requested than those 125 

considered, and rejected, in the past.   126 

 The Company also attempts to distinguish itself from the past Nicor orders 127 

by pointing out that Nicor’s pension asset involved discretionary, rather 128 

than mandatory, contributions. (IAWC Ex. 6.00R, p. 24, lines 523-531)  129 

Again, the Company is dissecting the detailed inputs that resulted in the 130 

pension asset creation.  The inputs only affect whether or not a pension 131 
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asset is created; they do not distinguish how it was funded and what party 132 

should bear the cost in rates.   133 

 134 

Q. The Company attempts to draw parallels between its present 135 

proposal and the treatment afforded to Commonwealth Edison 136 

Company (“ComEd”).  (IAWC Ex. 6.00R, p. 25, lines 542-552)  Is the 137 

Company’s present request analogous to the ComEd cases? 138 

A. No.  First, the Company incorrectly summarizes three separate ComEd 139 

rate cases, implying that the fact set of “a discretionary external 140 

contribution by ComEd’s parent, Exelon, to the Company’s underfunded 141 

pension fund” applies equally to Docket Nos. 05-0597, 07-0566, and 10-142 

0467.  In fact, separate circumstances for the pension contributions 143 

considered and cost recovery given in each case were unique, and the 144 

Commission orders stand on their own.  More importantly, the Company 145 

has acknowledged not only was its contribution not discretionary, it was 146 

not provided by any outside party or otherwise externally funded.4  I, 147 

therefore, see no valid comparisons between the Company’s present 148 

circumstance and those considered in the ComEd cases. 149 

 150 

                                                                                                                                                                             
3
 See Staff Attachment A for the various assumptions supporting the Company’s FAS 87 and 

ERISA contribution amounts at issue in this case, from Company response to Staff DR DLH-
24.05. 
4
 ICC Staff Ex. 2.0, p. 5, lines 101-110 and ICC Staff Ex. 2.0, Attachment A. 
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Q. The Company maintains that its pension funding has been supplied, 151 

in essence, by shareholders in the form of foregone earnings. (IAWC 152 

Ex. 6.00R, p. 26, lines 577-578)  Has this argument been rejected in 153 

the past? 154 

A. Yes.  It was not only rejected in the Peoples/North Shore orders 155 

discussed above and in my direct testimony, but also on appeal. 156 

 Felsenthal [company witness] explained…[b]ecause the 157 

Commission has not allowed Peoples Gas to include its 158 

pension asset in rate base, investors have not been allowed 159 

to earn a return on their investment.  Felsenthal stressed 160 

there was no evidence indicating customers funded the 161 

pension asset. 162 

  163 

 The Court rejected this argument and upheld the Commission’s 164 

conclusion to the contrary.5 165 

 166 

Q. How do your adjustments compare to those made in the direct 167 

testimony of Ralph C. Smith, on behalf of the People of the State of 168 

Illinois (“AG”) (AG Ex. 2.0)? 169 

A. Our direct testimony adjustments were numerically identical.  (AG Ex. 2.2, 170 

Schedule B-5)  As discussed above, mine are now updated for the 171 

Company’s update/rebuttal amounts. 172 

 173 

                                                           
5
 2011 IL App (1

st
), 100654, 958 N.E.2d 405, 421, 426 (2011). 
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Business Transformation (“BT”) Costs Adjustment  174 

Q. Please describe your recommendations in direct testimony regarding 175 

BT costs. 176 

A. In Schedule 2.03, I proposed an adjustment to remove BT program costs 177 

for: (1) estimated cost savings that will occur due to implementation of the 178 

new computer systems, (2) hardware lease costs that will not be incurred 179 

until after the test year, and (3) reduced Service Company management 180 

fees due to non-regulated affiliates’ use of the BT system. 181 

 182 

Q. Has the Company agreed with your adjustment? 183 

A. Essentially yes.  First, it proposed in IAWC Ex. 7.00SUPP, Schedule C-184 

2.14 and IAWC Ex. 1.00SUPP, testimony and an adjustment to remove 185 

operating expenses due to organizational restructuring changes made in 186 

anticipation of BT solutions.  (IAWC Ex. 5.00R, p. 7)  Second, it concurred 187 

that the subpart adjustment for hardware lease costs inadvertently 188 

included in the test year is correct.  (Id.)  Third, it agreed in part to 189 

adjustments concerning non-regulated affiliates’ use of BT.  I had 190 

proposed to include 100%, rather than the 50% of the Company’s 191 

estimated amount of reduced Service Company fees to be charged to 192 

IAWC’s rate zones for the non-regulated affiliates’ use of the Customer 193 

Relationship and Billing (“CIS”) system.  However, the Company 194 

explained in rebuttal testimony that the 50% adjustment is appropriate 195 
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since CIS will not be placed into service until April 2013.  (Id., p. 9, lines 196 

183-198)  Therefore, I agree that it is reasonable that the test year reflect 197 

only a half year of reduced Service Company fees for the non-regulated 198 

affiliates’ use of the CIS system.  The Company’s rebuttal schedules 199 

reflect the above adjustments with which I agree, therefore, no additional 200 

adjustment is necessary. 201 

 202 

Q. How do your adjustments compare to those made in AG Ex. 2.2, 203 

Schedules B-1 and C-7? 204 

A. The AG has proposed to exclude all cost recovery of the BT program in 205 

the revenue requirement.  (AG Ex. 2.0, pp. 28-29, lines 630-646)  The AG 206 

summarizes its adjustment as follows: 207 

No benefits from the massive American Water Works Business 208 

Transformation initiative have been reflected by IAWC in the 209 

current rate case. None of the massive cost of these enterprise 210 

systems has been allocated to the American Water non-211 

regulated affiliates that provide approximately 12.3% of 212 

American Water's annual revenue. Yet the non-regulated 213 

affiliates will be permitted to later "opt in" selectively and pay 214 

fees to the affiliated Service Company. This presents a worst 215 

case scenario for IAWC ratepayers. The peak costs for the 216 

ERP portion of the Business Transformation initiative are 217 

included in rate base, with no benefits. Additionally, initial 218 

projected costs are included for part of the future test year for 219 

the EAM and CIS systems, again with no commensurate 220 

benefits. Because of this unbalanced approach and the other 221 

concerns identified above, the test year plant of $19.186 222 

million, and the related rate base items for accumulated 223 

depreciation and ADIT should be removed in the current case. 224 

As shown on AG Exhibit 2.2, Schedule B-1, net rate base for 225 

the FTY is reduced by $17.821 1066 million. (Id., p. 44, lines 226 

1053-1067) 227 
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 228 

The AG also presents an alternative adjustment in Schedule C-8 reflecting 229 

IAWC’s proportional share of anticipated savings benefits from BT 230 

implementation. (Id., p. 45) 231 

 232 

Q. Do you agree with the AG’s adjustments? 233 

A. No.  I do not believe that the evidence supports that the Company should 234 

receive no cost recovery for the new computer systems required for 235 

customer information, customer service and customer billing necessary in 236 

order to provide utility service.  As discussed above, the Company’s 237 

rebuttal position reflects cost savings anticipated due to BT 238 

implementation, cost reductions for non-regulated affiliates’ use of BT, 239 

and a correction of inadvertent errors.  The Company is correct that  240 

 The standards that should guide the Commission when 241 

considering whether BT costs should be borne by the 242 

customers are whether the Company’s decision to incur the 243 

costs is reasonable and prudent, and whether the assets will 244 

be used and useful during the applicable rate case periods.  245 

IAWC should not be reasonably expected to quantify all 246 

potential benefits of BT before it has even begun 247 

implementation of the program. (IAWC Ex. 5.00R, p. 19, lines 248 

422-428) 249 

 250 

 Finally, the Company’s test year reflects full retirement of the old 251 

computer systems that the BT program will replace. (Co. Responses to 252 

Staff DRs DLH-6.01 and DLH-6.02)  Adopting the AG adjustments, then, 253 

would result in the unreasonable position that the Company should 254 
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receive no cost recovery for computer systems necessary in providing 255 

utility service. 256 

 257 

Rider RAC Recommendations 258 

Q. Did the Company accept any of your recommendations to its 259 

proposed Rider RAC in the event that the Commission does not 260 

adopt Staff’s recommendation to reject the rider? 261 

A. Yes.  IAWC Ex. 14.02R reflects the Company’s revised Rider RAC tariff 262 

with several modifications adopted from my direct testimony. 263 

 264 

Q. Do you have language changes to recommend to IAWC Ex. 14.02R? 265 

A. Yes.  Proposed clarifications and language regarding issues the Company 266 

contests are included in Attachment B, the Company’s Rider RAC with 267 

Staff Proposed Revisions. 268 

 269 

Deferral Request 270 

Q. The Company testified that its position regarding the SC% amount to 271 

be refunded or surcharged above or below five percent includes a 272 

deferral request at the AFUDC rate. (IAWC Ex. 14.00R, pp. 34-36)  Do 273 

you respond to these language changes to Rider RAC? 274 
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A. No.  Staff witness Harden responds generally to the Company’s deferral 275 

request.  (See ICC Staff Ex. 13.0)  Therefore, Staff’s Attachment B 276 

includes the following language on this issue: 277 

The SC% will be capped and will not exceed 5% nor will it be 278 

less than -5% in any recovery period.  SC% amounts greater 279 

than 5% and less than -5% shall be excluded from future 280 

recovery or refund.  SC% amounts greater than 5% and SC% 281 

amounts less than -5% shall be deferred with interest at the 282 

AFUDC rate for future recovery or refund via credit to the 283 

customer’s bill. 284 

 285 

The Company proposes that interest at the AFUDC rate be included on 286 

the deferred portion.  Staff witness Freetly testifies as to the appropriate 287 

interest rate to include on the deferral, if the Commission disagrees with 288 

Staff witness Harden and approves a deferral. (See ICC Staff Ex. 14.0)  289 

Staff’s alternative language is: 290 

The SC% will be capped and will not exceed 5% nor will it be 291 

less than -5% in any recovery period.  SC% amounts greater 292 

than 5% and SC% amounts less than -5% shall be deferred 293 

with interest at the AFUDC rate Commission-authorized 294 

interest rate on customer deposits, determined in accordance 295 

with 83 Ill. Adm. Code 280.70(e) for future recovery or refund 296 

via credit to the customer’s bill. 297 

 298 

Clarifications/Potentially Uncontested Issues 299 

Q. At IAWC Ex. 14.00R, p. 37, lines 867-882, the Company stated its 300 

willingness to file its Per Order Production Cost, the Per Order Water 301 

Sales and the Target Revenues as part of its compliance filing.  Do 302 

you recommend language changes to IAWC Ex. 14.02R in 303 

accordance with this agreement? 304 
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A. Yes, my Attachment B includes the following language immediately 305 

following the “Section A” heading: 306 

Authorized by Commission Order 307 

 Per Order Production Cost = $xxxx 308 

 Per Order Water Sales = yyyy Thousand Gallons 309 

 Target Revenue = $zzzz 310 

 The Company did not object to revising Rider RAC to include this 311 

language in its response to Staff DR DLH-27.05. 312 

 313 

Q. In IAWC Ex. 14.02R, Section B, the Company has not adopted your 314 

recommendation that it be required to file testimony at the same time 315 

it files its Rider RAC reconciliation petition.  Please respond. 316 

A. In an effort to limit issues, I withdraw my recommendation. 317 

 318 

Contested Issue 319 

Q. In the event that the Commission adopts Rider RAC, what are the 320 

remaining issues in the Company’s rebuttal testimony on Rider RAC 321 

with which you disagree? 322 

A. There is only one contested issue.  I disagree with the Company’s 323 

opposition to conducting an annual internal audit.  The Company simply 324 

stated that “In IAWC’s opinion, all of the audit objectives contemplated by 325 

Ms. Hathhorn’s recommended language (i.e., ensuring the accuracy of the 326 

Reconciliation Adjustment) should be accomplished within the framework 327 

of the annual filing and accompanying due diligence.” (IAWC Ex. 14.00R, 328 
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p. 36, lines 860-863)  The Company’s opposition is inconsistent with the 329 

various automatic fully tracking cost recovery or revenue balancing 330 

mechanisms in operation in Illinois that require annual internal audits. 331 

(ICC Staff Ex. 2.0, p. 13)  While a reconciliation proceeding is still required 332 

in each of the aforementioned riders, the Commission has repeatedly 333 

recognized the value of requiring internal audits with specific scopes to aid 334 

the Commission in ensuring that no more and no less than the approved 335 

revenues are recovered from ratepayers during the annual reconciliation 336 

proceedings. 337 

 338 

Q. How does the Company compare Rider RAC with Peoples/North 339 

Shore’s Volume Balancing Adjustment (“VBA”) Riders? 340 

A. The Company makes numerous references to these tariffs and their 341 

supposed similarities with Rider RAC, to support the Company’s position 342 

why the Commission should approve Rider RAC.  (IAWC Ex. 14.00R, pp. 343 

15-18, 23, 29-30)  Yet, the Company makes no mention that the 344 

Commission does not rely alone on the reconciliation proceeding process 345 

for monitoring Peoples/North Shore’s Riders VBA, but also requires a 346 

mandatory internal audit for each company.  The Company has not 347 

demonstrated any reason to allow IAWC to receive less monitoring of a 348 

tariff with objectives similar to the Peoples/North Shore’s Rider VBA 349 

tariffs. 350 
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 351 

Q. The Company further recommends that if the Commission orders the 352 

annual internal audit, that $7,500 be included in the revenue 353 

requirement for the incremental expense.  (IAWC Ex. 14.00R, p. 37, 354 

note 10)  Please respond. 355 

A. The Company provided no supporting analysis for evidence that the 356 

internal audit requirement would, in fact, increase the Company’s costs by 357 

$7,500.  However, the point is moot, because of the timing of the rider’s 358 

implementation and the test year.  In its response to Staff DR DLH-27.06, 359 

IAWC admits “The Company would not incur any additional internal audit 360 

costs during the test year.”  Therefore, the Company’s recommendation to 361 

increase the revenue requirement if the audit requirement is adopted by 362 

the Commission must be rejected. 363 

 364 

Conclusion 365 

Q. Does this question end your prepared rebuttal testimony? 366 

A. Yes.  367 
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Chicago Chicago Metro
Line Description Zone 1 Metro Water Waste Water Pekin Lincoln
No. (a) (b) (c) (d) (e) (f)

1 Pension Asset per Company (1) $7,403,613 $1,530,131 $124,479 $331,305 $185,761
2 Pension Asset per Staff -                      -                    -                    -                  -                

3 Staff Proposed Adjustments to Rate Base ($7,403,613) ($1,530,131) ($124,479) ($331,305) ($185,761)

4 ADIT related to Pension Asset per Company (2) ($986,506) ($248,270) ($168,360) ($36,836) ($25,895)
5 ADIT related to Pension Asset per Staff -                      -                    -                    -                  -                

6 Staff Proposed Adjustments to ADIT $986,506 $248,270 $168,360 $36,836 $25,895

7 Net Staff Proposed Adjustments to Rate Base ($6,417,107) ($1,281,861) $43,881 ($294,469) ($159,866)

Sources: 
(1) Company Schedule B-2.2 First Revised
(2) Company Revised Response to DLH-25.05

 Illinois American Water Company
Pension Asset Adjustment

For the Test Year Ending September 30, 2013
(In Dollars)
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CLASSIFICATION OF SERVICE 
REVENUE ADJUSTMENT CLAUSE (RAC) RIDER 

 
Applicable to all Metered Customers 
All metered water customer accounts will be subject to an automatic revenue adjustment by way of a surcharge, or credit, based on the 
difference between the actual net revenues (actual operating water revenues less variable production costs based on the previous 
Commission Order) and the net water revenue target (Target Revenue) as authorized in the most recent rate case.  The percentage 
difference is then surcharged and recovered or credited and refunded on the customer’s bill over a twelve month period.  The RAC 
percentage shall not be applied to Usage Charges of competitive contract Customers when those charges are established by contract.  
In this tariff rider, target levels for revenues and production costs were set in the  previous Commission Order and will be carried 
forward and used for all future RAC calculations until new target levels are set in the next rate case proceeding. 
 
The surcharge/credit for each year ending twelve calendar months after the anniversary date of the Order (“Revenue Period”) is 
calculated as follows: 
 
The actual net revenue for the Revenue Period is compared to the Target Level set forth above.  The difference will result in a 
percentage that will be applied as a surcharge/credit to a customer’s water bill portion for the succeeding twelve months. 
 
The percentage to be surcharged/refunded to customers derived from the calculation described above, during the ensuing year ending 
twelve months from the Order anniversary date is computed as follows:  
 
Section A-Definitions and Determination of SC % 
Authorized by Commission Order 
 Per Order Production Cost = $xxxx 
 Per Order Water Sales = yyyy Thousand Gallons 
 Target Revenue = $zzzz 
 
SC% = Surcharge/Credit % = (TR / AR) – 1 
 
PC = Production Cost / 1,000 Gallons = Per Order Production Cost / Per Order Water Sales (Thousand Gallons) 
 

Production Cost shall be limited to variable costs.  Production Cost shall include only the following ICC Accounts:  615, 
Purchased Power; 616, Fuel for Power Production; 618, Chemicals; and the portion of 675 attributable to Waste Disposal. 

 
TR = Target Revenues, net of Production Costs per Order (PC times Per Order water sales volumes) 
 
AR = Actual Revenues, net of Production Costs (PC times actual revenue period water sales) 
 

Actual Revenues shall include only the following ICC Accounts:  461.1, Residential; 461.2, Commercial; 461.3, Industrial; 
461.4, Other Public Authority; 466, Sales for Resale, but will exclude revenues received for the sales of purchased water, 
revenue earned under the QIP surcharge and revenues from the SC% and the Usage Charges of competitive contract Customers 
when those charges are established by contract.  Actual Revenues shall exclude unbilled revenues within these accounts. 

 
TA = Target Amount to be recovered 
 
TA =  TR - AR 
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Attachment B 
CLASSIFICATION OF SERVICE 

REVENUE ADJUSTMENT CLAUSE (RAC) RIDER (CONTINUED) 
 

The SC% will be applied as a surcharge or a refund via credit to each metered customer’s water bill for a period of one 
year.  The initiation of the SC% will be effective upon the filing of an information sheet on or before the 20th day of the 
second month following the first twelve-month period following the implementation of new base rates resulting from a 
proceeding for the determination of new base rates and annually thereafter.  The initial filing shall be made November 
20, 2013 and will be placed into effect December 1, 2013.   The twelve month period being measured in the first SC% 
calculation shall be October 1, 2012 through September 30, 2013. The Company shall file any corrections from a timely 
filed information sheet on or before December 1, 2013 for its first informational filing or December 1 annually 
thereafter. Any filing after that date will be accepted only if submitted as a special permission request under the 
provisions of Section 9-201 (a) of the Public Utilities Act [220 ILCS 5/9-201 (a)]. 
         
The company will track the amount of actual RAC revenues collected with the SC% during the year a SC% is in effect.  
If the SC% results in revenue collected above or below the target amount (TA) to be recovered, the over or under 
collected amount, (Reconciliation Adjustment), will be refunded  via credit or surcharged to customers as described in 
Section B.    
 
The SC% will be capped and will not exceed 5% nor will it be less than -5% in any recovery period.  .  SC% 
amounts greater than 5% and less than -5% shall be excluded from future recovery or refund.  SC% amounts 
greater than 5% and SC% amounts less than -5% shall be deferred with interest at the AFUDC rate for future 
recovery or refund via credit to the customer’s bill. 
 
Section B Reports and Reconciliations  
 
The Company shall file with the Commission annually, beginning no later than the 15th day of the third month following 
the year a SC% is in effect a statement of the Reconciliation Adjustment based upon the actual RAC revenues collected 
or credited during the twelve months the SC% was in effect.  The first Reconciliation Adjustment therefore is based on 
the twelve months ending November 30, 2014 and the statement of the Reconciliation Adjustment shall be filed with the 
Commission no later than February 15, 2015.  The Reconciliation Adjustment, if resulting in either a surcharge or a 
refund, shall be collected/credited in rates effective the first day of the month following the filing of the Statement of 
Reconciliation and shall be initiated by an information sheet filing with the Commission by the 20th day of the preceding 
month.  The first information sheet filing shall be made by February 20 for surcharges or refunds effective March 1.     
 
At this same time the Company files its statement of the Reconciliation Adjustment, the Company shall also submit a 
report which provides the Company’s rate of return with and without the effect of Rider RAC.  Further, at this same 
time, the Company shall also file a petition with the Commission seeking initiation of an annual reconciliation to 
determine the accuracy of the statement. The reconciling amount from such proceeding (Factor O) plus interest at the 
rate established by the Commission pursuant to 83 Ill. Adm. Code 280.70(e)(1) shall be recovered or refunded in the 
manner determined by the Commission in the annual reconciliation proceeding. Interest on the O component shall be 
applied from the end of the reconciliation year until the O component is refunded or charged to ratepayers through the 
Rider RAC surcharge. 
 
 
Section C  Audit 
 
The Company shall annually conduct an internal audit of the distribution revenue requirements recovered or refunded 
pursuant to this rider. The internal audit shall determine if: 1) the actual amount of revenues that exceed or fall short of 
any approved Target Revenue (TA) collected through base rate distribution charges are correctly reflected in the 
calculations; 2) the revenues are not collected through other approved tariffs; 3) Rider RAC adjustments are being 
properly billed to customers; and 4) Rider RAC revenues are recorded in the appropriate accounts. The above list of 
determinations does not limit the scope of the audit. The Company shall submit the audit report to the Commission’s 
Manager of the Accounting Department, no later than May 1 of each year. Such report shall be verified by an officer of 
the Company. 
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