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I. WITNESS INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A. Jeffrey T. Kaiser, 100 North Water Works Drive, Belleville, Illinois 62223. 3 

Q2. Are you the same Jeffrey T. Kaiser who previously filed direct 4 

testimony in this proceeding? 5 

A. Yes.  6 

II. PURPOSE OF REBUTTAL TESTIMONY 7 

Q3. What is the purpose of your rebuttal testimony in this case? 8 

A. The purpose of my rebuttal testimony is to respond to the direct testimony 9 

of ICC Staff witnesses Daniel G. Kahle (ICC Staff Exhibit 1.0) and Cheri 10 

Harden (ICC Staff Exhibit 5.0) and the Illinois Industrial Water Consumers 11 

and Federal Executive Agencies’ (“IIWC/FEA”) witness Mr. Collins 12 

(IIAWC/FEA Exhibit 2.0).  Specifically, I respond to Mr. Kahle’s testimony 13 

regarding utility plant-in-service, and to Ms. Harden’s and Mr. Collins’ 14 

testimony regarding IAWC’s Direct Demand Study. 15 

III. RESPONSE TO ICC STAFF WITNESS MR. KAHLE 16 

Q4. Have you reviewed Mr. Kahle’s recommendation regarding IAWC’s 17 

utility plant-in-service (“UPIS”)? 18 

A. Yes. 19 

Q5. What does Mr. Kahle propose? 20 
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A. Mr. Kahle proposes an adjustment to reduce IAWC’s forecasted additions 21 

to UPIS for the years ending September 30, 2012 and September 30, 22 

2013 to reflect the Company’s historical spending pattern for planned 23 

capital expenditures for the years 2009, 2010 and 2011.  In addition to my 24 

rebuttal testimony below, IAWC witness Mr. Rich Kerckhove also 25 

responds to this proposal.  (IAWC Exhibit 5.00R.)  Mr. Kahle also 26 

proposes two specific reductions to IAWC’s proposed UPIS—he removes 27 

the costs of the Interurban – IL Route 158 Relocation and the Champaign 28 

– Replace Neil Street Booster Station projects.  Mr. Kerckhove responds 29 

to these adjustments. 30 

Q6. What is your response to Mr. Kahle’s proposed adjustment to reduce 31 

IAWC’s forecasted plant additions? 32 

A. His proposal should be rejected.  As Mr. Kerckhove explains, Mr. Kahle’s 33 

adjustment was determined by comparing actual to forecasted gross 34 

capital expenditures, which include developer-funded and other 35 

contributed amounts.  IAWC has no control over the timing or amount of 36 

developer funded or contributed spending amounts.  The appropriate 37 

comparison is to IAWC’s net capital expenditures, which show IAWC’s 38 

actuals exceeding budget over the 2009-2011 period.  39 

Q7. Explain why IAWC has no control over developer funded or other 40 

contributed projects. 41 

A. Developer funding is related to projects completed by real estate 42 

developers and other similar interests.  These individuals or companies 43 
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design and construct projects based upon their specific investment goals, 44 

the real estate market, and other outside influences such as financing, 45 

local zoning and permitting, etc.  The developers construct water mains as 46 

a part of their overall development plan and contribute these mains to the 47 

Company after completion.  With the exception of reviews to verify that the 48 

water main design and installation meet the Company’s standards, IAWC 49 

does not control the construction or the timing of these facilities.  Similarly, 50 

IAWC does not control the timing of Illinois Department of Transportation 51 

projects which often result in contributed property.  IAWC must react to the 52 

demands of IDOT to relocate water mains which are located adjacent to 53 

IDOT roadway projects.  In these cases, IDOT reimburses the Company 54 

for the cost of the new mains as well as dictating the schedule of the 55 

relocations.  IDOT’s timing of work is dependent upon state and federal 56 

funding, acquisition of right of way, and other issues not under the control 57 

of IAWC.   58 

Q8. What is the effect of developer and contributed projects on IAWC’s 59 

capital spending budgets? 60 

A. They can cause IAWC’s actual Gross capital expenditures to vary from the 61 

budgeted amount.  Although the Company includes estimates of 62 

anticipated developer funded and contributed projects in annual Gross 63 

capital expenditure forecasts (based upon our best available information), 64 

the actual timing of these projects is not under the control of IAWC.  If the 65 

timing of a developer or contributed project changes in a given year, the 66 
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actual Gross capital expenditures can deviate from the budgeted amount.  67 

In addition, it should be noted that the developer funded and other 68 

contributed projects which are included in Gross capital expenditure 69 

spending are also included in Customer Advances and Contributions in 70 

Aid of Construction (Schedule B-15) and are, therefore, not included in 71 

rate base.  For these reasons, developer funded and other contributed 72 

projects, which are not included in rate base, should not be used to 73 

determine IAWC’s actual to budget capital spending ratios.  Instead, net 74 

capital expenditures, or the projects which are under the control of the 75 

Company and are included in rate base, should be used to determine 76 

IAWC’s actual to budget capital spending ratios and capital expenditure 77 

forecasting accuracy.  78 

IV. RESPONSE TO ICC STAFF WITNESS MS. HARDEN 79 

Q9. Have you reviewed Ms. Harden’s testimony regarding the Company’s 80 

Direct Demand Study? 81 

A. Yes.  Ms. Harden’s testimony reviews the Commission’s directive in 82 

IAWC’s last rate case, Docket No. 09-0319, requiring IAWC to undertake 83 

certain tasks related to the performance of a direct demand study and 84 

discusses the Company’s Direct Demand Study in this proceeding and the 85 

steps carried out by IAWC in developing that study. 86 

Q10. Does Ms. Harden believe IAWC has complied with the Commission’s 87 

09-0319 directive in this regard? 88 
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A. Yes.  Ms. Harden believes the actions ordered by the Commission in that 89 

docket have been followed by the Company.  Ms. Harden states that she 90 

reviewed those samples and found them to be representative of IAWC 91 

customer classes in each district.  She also testifies that she believes the 92 

data was accurately collected.  In sum, she concludes, “The Direct 93 

Demand Study Report has been completed based on the Commission’s 94 

requirements in Docket No. 09-0319 and the results have been verified 95 

through two models.”  (ICC Staff Exhibit 5.0, p. 2.) 96 

Q11. Does Ms. Harden take issue with the Company’s collection and use 97 

of only one summer of usage data to determine the demand factors 98 

developed in the study? 99 

A. No.  Ms. Harden notes, due to the timing of the filing of the instant 100 

proceeding, only one summer of usage data could be used in the 101 

determination of the demand factors.  She opines that more than one 102 

summer of peak usage data is preferable.  However, she believes in this 103 

case, “it is better to have one season of updated direct data rather than 104 

use the outdated factors from many years ago.”  (ICC Staff Exhibit 5.0, p. 105 

18.) 106 

Q12. What does she recommend regarding the demand factors? 107 

A. Ms. Harden recommends that the Direct Demand Study demand factors 108 

be used as input for IAWC’s cost of service study as proposed by IAWC, 109 

because that data is currently the best available and the results have been 110 

reviewed. 111 
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Q13. Do you agree? 112 

A. Yes. 113 

Q14. Does Ms. Harden have any other recommendations regarding the 114 

Direct Demand Study? 115 

A. Yes.  She recommends that IAWC assume control of the demand data 116 

collection and the incorporation of the new demand data collected into its 117 

future cost studies.  She further recommends that this be an ongoing 118 

process where data is updated automatically in the future so the Company 119 

will not have to resort to using outdated information for the demand factors 120 

in its cost of service studies. 121 

Q15. Do you agree with that recommendation? 122 

A. Yes.  IAWC is already controlling the data collection efforts related to the 123 

demand study.  However, the analysis of the data is completed with the 124 

use of the model developed and owned by our consultant.  At this time it 125 

will be necessary for IAWC to continue working with the consultant for the 126 

analysis of the data.  At such time in the future that IAWC is able to 127 

commercially obtain such a model or otherwise develop or obtain such a 128 

model; the Company would be able to take control over the full demand 129 

factor determination process.  130 

V. RESPONSE TO IIWC/FEA WITNESS MR. COLLINS 131 

Q16. What is Mr. Collins’s testimony regarding the Direct Demand Study? 132 

A. Mr. Collins questions whether the capacity factors used in the Cost of 133 

Service Study (“COS”) and developed by Black & Veatch in the Direct 134 
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Demand Study are reliable given that they were developed based on data 135 

collected during a single year. 136 

Q17. What data collection period does Mr. Collins recommend? 137 

A. He advocates the 5-year data collection period advocated by the AWWA 138 

Manual. 139 

Q18. Mr. Collins contends IAWC “has failed to demonstrate that the single 140 

year of data it relied on meets the standards proposed by the AWWA 141 

Manual.”  (IIWC/FEA Exhibit 1.0, p. 20.)  How do you respond? 142 

A. I disagree with that contention.  As discussed above in response to Ms. 143 

Harden, IAWC sufficiently explained why it used one year of data to 144 

develop the capacity factors.  Staff agrees that it was appropriate for 145 

IAWC to use one year of recent data rather than several years of outdated 146 

data.  There is no requirement to use more than one year of data.  147 

Further, Mr. Collins ignores the fact that IAWC's demand factors are the 148 

product of a Commission-ordered and approved direct measurement 149 

demand study, from which only one year of data is currently available.  In 150 

IAWC's prior case, IAWC presented an indirect measurement demand 151 

study that utilized six years of data.  As I explained in my direct testimony, 152 

the Commission ordered IAWC in Docket 09-0319 to develop demand 153 

factors based on a direct measurement demand study.  IAWC's demand 154 

factors are the product of this demand study.  Thus, IAWC is following the 155 

Commission's directive.  As stated above, IAWC has sufficiently justified 156 

its use of one year of data.  As such, there is no need for IAWC to 157 
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“demonstrate that the single year of data it relied on meets the standards 158 

proposed by the AWWA Manual.”  (IIWC/FEA Exhibit 2.0, p. 20.) 159 

Q19. Does Mr. Collins ultimately recommend any changes to the COS in 160 

this case in light of his concern regarding the capacity factors on 161 

which it relies? 162 

A. No.  However, he recommends that IAWC develop capacity factors for use 163 

in its COS in its next rate case using demand data from the most recent 5-164 

year period per the AWWA Manual. 165 

Q20. How do you respond? 166 

A. As stated in my direct testimony (IAWC Exhibit 3.00 (2d Rev.)), IAWC 167 

intends to continue collecting direct demand data through 2013 and will 168 

use this data to refine its demand factors for future use.  This is consistent 169 

with the Commission's directive in Docket 09-0319 and the approved 170 

direct demand study methodology, and is supported by Staff as discussed 171 

above.  Mr. Collins’ recommendation is contrary to what I believe to be the 172 

intent of the Commission and should be rejected. 173 

Q21. Does this conclude your rebuttal testimony? 174 

A. Yes, it does. 175 


