
ICC Docket 11-0767 

AG Cross Exhibit do 

ILLINOIS-AMERICAN WATER COMPANY
 

RESPONSE TO ILLINOIS COMMERCE COMMISSION
 

OATA REQUEST NUMBER OAS-6.05
 

Witness Responsible: Rich Kerckhove 
Title: Manager. Rates and Regulation 
Phone No.: (314) 996-2366 
Date Received: March 23, 2012 
Docket No.: 11-0767 

OAS-6.05 

With regard to IAWC's witness Mr. Grubb's direct testimony, please provide the following 
information: 

a. Regarding IAWC Ex. 4.00, p. 9, II. 177-178,.does the witness consider AWWSC to have 
ever operated at a loss? 

b. Is AWWSC part of the Market-Based Operations as shown in AWW's 10-K? 
c. If AWWSC incurs a loss, how is the loss recorded on AWWSC's books? 
d. Provide all operating income for AWWSC for each year since 2000. 
e. Since 2000, list all years in which AWWSC operated at a loss. 
f. Does AWWSC allocate all of its costs to other entities? If not, which costs are not 

allocated or assigned to another party. 
g. Since January 1, 2004, in its oversight of AWWSC, has IAWC ever discovered an error 

in that oversight that was not discovered through the normal process described in Mr. 
Grubb's direct testimony?? If so, describe the date, amount and circumstances involved 
and explain the process that IAWC went through to correct the error? Did the error ever 
affect the rate charged to IAWC ratepayers? 

h. Does Mr. Grubb or any his subordinates review depreciation charges that are a part of 
the charges from AWWSC to IAWC? 

i. Is Mr. Grubb aware that deprecation charges from AWWSC include costs for the third 
amendment expansion as testified in Mr. Kerchkove's (sic) response to Staff DR DGK
7.03? 

j. Has or does Mr. Grubb receive stock in American Water Works ("AWW")? If so, please 
provide a list of total stock he has received in AWW for each year from 2006-2011. 

k. Does Mr. Grubb acknowledge that AWW has a profit incentive? 
I.	 Does Mr. Grubb agree that shifting costs from unregulated companies such as AWR and 

AWWSC to regulated companies would increase AWW profits? 
m.	 What is the amount of AWWSC costs charged to IAWC in the test year? 
n.	 What is the amount of AWWSC costs charged to IAWC in the test year for shared or 

pooled costs that are allocated according to section 2.4 of the affiliated Interest 
Agreement ("AIA")? 

o.	 What is the amount of AWWSC costs charged to IAWC in the test year for shared or 
pooled costs that are allocated according to section 2.4 of the AlA that are related to the 
Customer Service Centers? 

p.	 What is the amount of AWWSC costs charged to IAWC in the test year for shared or 
pooled costs that are allocated according to section 2.4 of the AlA that are related to the 
Alton Customer Service Center? 

q.	 Please explain how the costs associated with the expansion of the Third amendment are 
included in depreciation expense for AWWSC. 



r.	 Is the depreciation expense referred to in the Company's response to Staff DR DGK
7.03 included in the test year? If so, how much? 

s.	 Is the depreciation expense referred to in the Company's response to Staff DR DGK
7.03 included in the any of the answers to DAS 6.05 m-p above? If so, how much? 

t.	 Please provide the depreciation amount and depreciation period for any depreciation 
included in the test year that is associated with any expansion at Alton. 

RESPONSE 

a.	 Service Company provides services to the affiliates at cost, and charges or allocates all its 
costs to affiliate companies under the terms of the applicable agreements. It therefore does 
not incur a loss or a profit on its services. 

b.	 No, American Water Works Service Company is listed under Support Services in the current 
10K Report. 

c.	 Please see answer a above. 

d.	 Please see answer a above. 

e.	 Please see answer a above. 

f.	 Please see answer a above. 

g.	 IAWC objects to this request on grounds that it is vague. Subject to and without waiving this 
objection, IAWC responds as follows. IAWC has not discovered any errors in the oversight 
process described in Mr. Grubb's direct testimony. 

h.	 As part of their normal reconciliation the service company FP&A team reviews depreciation 
charges included in service company charges. 

i:	 Yes. 

j. 

k.	 Given that AWW is a publicly traded, for-profit corporation, yes. 

I.	 IAWC objects to this request because it is vague, argumentative, assumes facts not in 
evidence. The question improperly asks for the assumption that American Water entities 
would violate applicable affiliate agreements and lor applicable law. 

m.	 IAWC Service Company costs for the future test year ended September 2013 are 
$20,113,947 as shown on IAWC Exhibit 5.01R Total Company. 

n.	 IAWC's future test year costs are based on budgeted Service Company costs. The Service 



Company budget is based on historical costs by business unit and adjusted for known and 
measureable costs, merit increases and inflation. It is not prepared by Service Company 
formula, which determines whether costs are direct-charged to a single affiliate or allocated 
among affiliates. Therefore, the specific test year amount of costs by "pooled" formula 
cannot be determined. 

o.	 The amount of budgeted Service Company "pooled" costs cannot be determined - please 
see the response to part n above. IAWC Service Company costs related to the Call Centers 
for the 12 months ended September 2013 are $4,047,762 after removing AlP and LTIP 
expenses and related taxes. 

p.	 The amount of budgeted Service Company "pooled" costs cannot be determined - please 
see the response to part n above. IAWC Service Company costs related to the Alton Call 
Center for the 12 months ended September 2013 are $2,444,700 after removing AlP and 
LTIP expenses and related taxes. 

q.	 Assets added during the Third Amendment to the Lease Agreement were classified with 
useful lives and depreciation rates were created to record the annual depreciation expense 
in the respective Alton Call Center business unit(s). Service Company depreciation 
expense is included in general overhead charges by overhead location each month and 
allocated to affiliates based on their portion of monthly labor charges at each location. Alton 
Call Center is a separate overhead location and each month would distribute general 
overheads (including depreciation) based on each affiliate's percentage of the total labor 
charged at Alton location. 

r.	 Yes, depreciation related to the Third Amendment to the Lease Agreement for IAWC is 
included in the test year. The amount included for the 12 months ending September 2013 is 
$44,120. 

s.	 Yes, the amount of the Third Amendment Lease Agreement costs for the future test year 
noted in response r above would be included in the amounts listed for responses rn, 0 and 
p. 

1.	 Please see response r above. 

Date Response Provided: April 5, 2012 


