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I. WITNESS INTRODUCTION 1 

Q. What is your name and business address? 2 

A. My name is Robert Ervin.  My business address is 322 North Gilbert Street, Danville, 3 

Illinois, 61832. 4 

Q. Are you the same Robert Ervin who previously submitted testimony in this docket? 5 

A. Yes. I submitted direct testimony in this case prior to rehearing.  My professional duties 6 

and responsibilities, background and qualifications have not changed. 7 

Q. By whom and in what position are you employed? 8 

A. I am the Area Manager of the Vermilion Division of Aqua Illinois, Inc. (“Aqua Illinois” 9 

or the “Company”), which owns and operates the water system serving the City of 10 

Danville and adjoining areas in Vermilion County, Illinois.  Aqua Illinois is a subsidiary 11 

of Aqua America, Inc., headquartered in Bryn Mawr, Pennsylvania (“Aqua America”). 12 

Q. Are any exhibits attached to your direct testimony other than your resume? 13 

A. Yes.  Aqua Ex. 17.1 is Aqua Illinois’ current Water Service Agreement (the 14 

“Agreement”) with Viscofan, USA, Inc. (“Viscofan”) and Aqua Ex. 17.2, which is Aqua 15 

Illinois’ tariff pertaining to Standby Water Service.  16 

II. SUMMARY OF CONCLUSIONS 17 

Q. Could you please summarize the conclusions of your testimony? 18 

A. Yes. First, if the Illinois Commerce Commission (“Commission”) makes any 19 

modifications to Aqua Illinois’ Large General Service rate as a result of this rehearing, 20 

Aqua Illinois’ rates should be modified so that it is provided an opportunity to recover the 21 

Commission-approved revenue requirement set forth in the Commission’s February 16, 22 
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2012 rate order.  Second, I conclude that the Commission should reject Mr. Rubin’s 23 

recommendation that Aqua Illinois enter into a new or modified agreement with 24 

Viscofan.  In doing so, I note that Mr. Rubin’s position on rehearing appears inconsistent 25 

with his initial position as he seemingly abandons the recommendation to move Aqua 26 

Illinois’ Large General Service rate toward a full cost recovery.  Third, I conclude there is 27 

no need to create a standby tariff for the Large General Service customer class because 28 

such a tariff already exists.  Fourth, Aqua Illinois and Viscofan entered into a new four-29 

year service agreement (“Agreement”) on April 12, 2012, pursuant to existing tariff 30 

provisions.  Thus, there is no need to consider physically disconnecting Viscofan from 31 

Aqua Illinois’ system at this time.   32 

III. OVERALL RESPONSE TO STAFF AND AG TESTIMONY 33 

Q. Do you have any general concerns regarding the recommendations Staff and AG set 34 

forth in their testimony on rehearing? 35 

A. Yes.  To begin with, if the Commission decides to alter the rate design for Aqua Illinois’ 36 

Large General Service class (of which Viscofan is the only customer) the Commission 37 

must modify the Company’s rate design to ensure that it continues to have an opportunity 38 

to recover its Commission-approved revenue requirement.  Aqua Illinois’ current revenue 39 

requirement is set forth in the Commission’s February 16, 2012 rate order.  The tariffs 40 

implementing the rate design to recover that order’s revenue requirement went into effect 41 

February 27, 2012.  Therefore, any changes to rate design must remain consistent with 42 

the Commission’s conclusions concerning Aqua Illinois’ revenue requirement.   Second, 43 

as Aqua Illinois witness Mr. Monie testified during the initial portion of this proceeding, 44 

it is important to the Company’s customers to have Viscofan remain on Aqua Illinois’ 45 
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system.  Viscofan’s presence on the system benefits Aqua Illinois’ customers and its 46 

business operations. (See e.g. Monie Rebuttal, Aqua Ex. 12.0, 8:159-64; Aqua Initial 47 

Brief at 24)  Therefore, we place a high value on retaining Viscofan as a Large General 48 

Service customer. 49 

IV. RESPONSE TO AG WITNESS RUBIN 50 

Q. Please refer to page 3, lines 45-47 of Mr. Rubin’s direct testimony on rehearing.  51 

Mr. Rubin suggests that Viscofan “could protect itself by retaining Aqua as a 52 

backup supply.” How do you respond to that? 53 

A. Aqua Illinois’ tariff already addresses standby charges.  As shown in Exhibit 17.2, Aqua 54 

Illinois’ tariff sets forth the provisions applicable to standby water service, which would 55 

apply to Viscofan if it were to be placed on standby service.  To receive standby service, 56 

Viscofan would simply need to request standby service and pay the requisite monthly fee.   57 

Q. Can you estimate what Viscofan’s standby charge would be if it elected that option? 58 

A. Yes.  Assuming a maximum standby demand of 35,000 ccf (hundred cubic feet), I 59 

calculate that Viscofan’s monthly standby charge would be $15,449 with no usage 60 

charge, which equals $185,449 annually.  However, if Viscofan’s maximum standby 61 

demand were more in line with its average consumption of 46,585 ccf, then Viscofan’s 62 

annual standby charge would exceed $200,000.  The maximum Standby Demand would 63 

be set at the time of the standby service request by Viscofan and determined in 64 

accordance with the tariff. 65 

Q. Please refer to page 3, lines 56-62 of Mr. Rubin’s direct testimony on rehearing.  66 

Mr. Rubin recommends that if Viscofan elects to self-supply, but does not agree to 67 
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accept standby service, its connection with Aqua should be severed.   How do you 68 

respond? 69 

A. First, it is unclear what Mr. Rubin means by “sever.”  Is he suggesting completely and 70 

physically cutting off service lines to Viscofan?  However, I do not believe this is an 71 

issue because of the four-year service Agreement currently in place between Aqua 72 

Illinois and Viscofan.  Second, because Viscofan could choose to take standby service at 73 

some point after the Agreement expires in 2016, it would not make sense to physically 74 

“sever” Viscofan from the system.  Because of the lack of specificity in Mr. Rubin’s 75 

recommendation that Viscofan be “severed” from the system, it is impossible to estimate 76 

the costs this would have on the Company and, ultimately, its ratepayers.  At a minimum, 77 

physically disconnecting or severing Viscofan from the system would likely require Aqua 78 

Illinois to remove all meters currently installed at Viscofan’s facilities, a potentially 79 

costly undertaking.  Such costs would be particularly redundant if we ever had to 80 

reestablish service to that facility.  Thus, if Viscofan were to leave our system and not 81 

retain us as a backup supplier, I would recommend we lock the shut-off valves and meter 82 

vault used to service Viscofan’s facilities rather than taking on the cost of physically 83 

disassembling the equipment used to service that facility. 84 

Q. Please refer to page 4, lines 74-76 of Mr. Rubin’s direct testimony on rehearing.  85 

Mr. Rubin recommends that Aqua and Viscofan could negotiate a long-term 86 

contract that would enable Aqua to retain Viscofan and that would provide 87 

Viscofan with an economical long-term source of water.  How do you respond? 88 

A. Mr. Rubin states he does “not believe that such a contract should be negotiated in a 89 

public proceeding or that the Commission, Attorney General, or anyone else should be a 90 
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party to those negotiations.  It is Aqua’s responsibility to negotiate with its large 91 

customers, just as it is Aqua’s responsibility to negotiate its costs with its vendors and 92 

employees.”  This is precisely what Aqua Illinois has done – on April 12, 2012, Aqua 93 

Illinois entered into a four-year Agreement for water service with Viscofan (Aqua Ex. 94 

17.1).  The Agreement was negotiated consistent with Aqua Illinois’ existing, 95 

Commission-approved tariffs.  Mr. Rubin made a similar recommendation in his 96 

testimony prior to rehearing (AG Initial Brief at 9-10), where he argued that Aqua should 97 

require Viscofan to enter into a ten-year water supply commitment.  However, the 98 

Commission rejected that proposal in its Final Order, stating, “the Commission believes 99 

that the record supports a continuation of the four-year term contained in the provisions 100 

of Aqua’s current tariffs.”  (Final Order at 51). 101 

Q. Please refer to pages 5-6, lines 96-110 of Mr. Rubin’s direct testimony on rehearing.  102 

Mr. Rubin references a seven-year competitive water supply agreement between 103 

Aqua Pennsylvania and one of its large customers.  Mr. Rubin then recommends 104 

that Aqua Illinois attempt to negotiate a similar length contract with Viscofan.  Do 105 

you believe that recommendation is reasonable? 106 

A. No.  Although I do not have personal experience with the particular contract he 107 

references or the inner workings of Aqua Pennsylvania, I can say that Aqua Illinois is an 108 

entirely different entity servicing entirely different customers in a different state and is 109 

subject to a different business and regulatory environment than Aqua Pennsylvania.  Mr. 110 

Rubin has not shown otherwise.  The fact that a water utility in Pennsylvania negotiated a 111 

seven-year contract with one of its customers has little to no bearing on whether that type 112 

of contract makes business sense for Aqua Illinois and its customers.  The Agreement 113 
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with Viscofan is consistent with Aqua Illinois’ Commission-approved tariff.  There 114 

simply is no reasonable basis to accept Mr. Rubin’s proposal on this point.  Rather, the 115 

current Agreement should remain in place.   116 

Q. Please refer to page 6, lines 116-118 of Mr. Rubin’s direct testimony on rehearing.    117 

Mr. Rubin states, “[t]he current process requires only a four-year contract with no 118 

assurances about the amount of water that will be consumed or the revenues that 119 

Aqua would receive.”  Is this a correct assessment? 120 

A. No.  As I previously stated, the Agreement contains a minimum take or-pay provision 121 

that requires Viscofan to pay for a minimum monthly consumption of 35,000 ccf.  122 

Viscofan has historically exceeded this minimum monthly consumption level.  123 

V. CONCLUSION 124 

Q. Does this complete your direct testimony? 125 

A. Yes.  126 


