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AG-5.7 

Section 199 deduction. Refer to the responses to AG 2.117 and 2.118. 

a.	 Has IAWC computed its income tax expense in the current rate case on a "stand alone" 
or "separate return" basis? If not, explain fully why not. 

b.	 Provide all information necessary to calculate a Section 199 deduction for IAWC on a 
separate return basis. 

c.	 Has IAWC reflected any benefits from the participation in a consolidated federal income 
tax return in its filing? If not, explain fUlly why not. If so, identify, quantify and explain 
exactly what benefits are reflected, where they are reflected, and how they were 
calculated. 

d.	 Please confirm that: 
1.	 IAWC has its own water supply. 
2.	 IAWC treats its own water. 
3.	 IAWC has domestic production activities as defined in Section 199 of the Internal 

Revenue Code. 
4.	 IAWC is requesting positive federal income tax expense in its rate filing. 
5.	 If any of the above are not true for any particular district, explain fully and provide 

documents relied upon in your response .. 

RESPONSE 

a) IAWC has calculated income tax expense in the current case on a standalone basis.
 
b) See the attachment for AG-5.9.
 
c) No, IAWChas not reflected any effect of participation in a consolidated federal tax return
 

in its filing. IAWC's federal income tax expense in the current rate case has been 
calculated on a standalone basis. 

d)	 1) IAWC obtains raw water from either ground or surface sources in all districts. In 
Chicago Metro, IAWC also purchases water that is ready for consumption by IAWC's 
customers. 
2) IAWC treats raw water in all districts. In Chicago Metro, IAWC also purchases water 

that is ready for consumption by IAWC's customers.
 
3) Yes, on a stand-alone basis.
 
4) Yes.
 
5) N/A
 

Date Response Provided: February 21, 2012 


