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RATE BASE 

Utility Plant in Service 

Staff witness Mr. Kahle and AG witness Mr. Smith had recommended removal from rate 

base of the Interurban-IL Route 158 Relocation and Champaign—Replace Neil Street Booster 

Station projects.  Based on the clarification regarding those projects presented in the Company’s 

rebuttal testimony, these recommendations have been withdrawn.  (IAWC Ex. 5.00SR 

(Kerckhove Sur.), pp. 18-19; ICC Staff Ex. 9.0 (Kahle Reb.). p. 5; AG Ex. 4.0 (Smith Reb.), pp. 

12-13.) 

OPERATING REVENUES AND EXPENSES 

Social and Service Club Membership Dues  

Staff witness Mr. Ostrander withdrew his adjustment to remove industry association dues 

and charitable contributions inadvertently misclassified by IAWC as social and service club dues. 

(ICC Staff Ex. 11.0 (Ostrander Reb.), pp. 6-7.)  Accordingly, Mr. Ostrander has reduced his 

initially recommended adjustment to social and service club dues.  However, he continues to 

recommend disallowance of Rotary Club and Chamber of Commerce dues.  (Id., pp. 7-8.)  For 

this purposes of this proceeding, IAWC accepted that adjustment.  (IAWC Ex. 7.00SR (Bernsen 

Sur.), p. 11.) 

Lobbying Expense 

IAWC agreed to remove employee expenses related to lobbying from its revenue 

requirement, as adjusted by Staff witness Mr. Ostrander in his direct testimony.  (ICC Staff Ex. 

3.0 (Ostrander Dir.), p. 6; ICC Staff Schedule 3.3.)  This adjustment is reflected in IAWC 

Exhibit 7.02R. (IAWC Exhibit 7.00R (Bernsen Reb.), p. 6.) 
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Charitable Contributions 

Staff witness Mr. Ostrander proposed to remove contributions to a community and 

economic development organization and for corporate sponsorships that he claims are of a 

goodwill nature.  (ICC Staff Ex. 3.0,pp. 6-7; ICC Staff Schedule 3.4.)  The Company accepted 

his adjustment for the purposes of this case.  (IAWC Ex. 7.00R, p. 6.)  The adjustment is 

reflected in IAWC Exhibit 7.03R.  

Advertising Expense  

Staff witness Mr. Ostrander recommended disallowing, per Section 9-225 of the Public 

Utilities Act (“PUA”), certain advertising expenses that he believes are of a promotional, 

goodwill or institutional nature.  (ICC Staff Ex. 3.0, pp. 7-8; ICC Staff Schedule 3.5.)  The 

Company accepted Mr. Ostrander’s adjustment for the purposes of this case.  (IAWC Ex. 7.00R, 

p. 7.)  The adjustment is reflected in IAWC Exhibit 7.04R.  

Rate Case Expense Adjustment 

The Company accepted Staff Witness Mr. Ostrander’s adjustment to disallow certain 

“other” rate case expense for non-incurred customer notification mail costs.  (IAWC Exhibit 

7.00R, p. 2; ICC Staff Ex. 11.0, pp. 2-3.) 

Incentive Compensation 

Staff witness Ms. Hathhorn proposed an adjustment to reduce the Company’s labor 

expenses for a portion of incentive compensation inadvertently left out of the Company’s 

Schedule C-2.9.  (ICC Staff Ex. 2.0 (Hathhorn Dir.), p. 3.)  The Company accepted the 

adjustment.  (IAWC Ex. 5.00SUPP (Kerckhove Supp. Dir.), p. 11.) 
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Depreciation Rates 

The Company’s proposed depreciation rates are based upon a December 31, 2010 

depreciation study that applies to all divisions served by IAWC.  (IAWC Ex. 12.00 (Rev.) 

(Robinson Dir.), p. 4.)  IAWC witness Mr. Robinson testified that, “[t]he Company’s historical 

investment cost records for each account have been assembled into a depreciation database upon 

which detailed service life and salvage analysis were performed using standard depreciation 

procedures”  (Id.)  As Mr. Robinson explained, “the historical service life and net salvage data is 

a basic depreciation study tool that is assembled to prepare a depreciation study.”  (Id.) 

Staff witness Mr. Johnson testified that he did not identify anything in Mr. Robinson’s 

water and wastewater depreciation studies that would cause him to propose any changes to 

IAWC’s depreciation rates.  (ICC Staff Ex. 8.0 (Johnson (Dir.), p. 7.) Mr. Johnson further found 

Mr. Robinson’s use of the Straight Line Method, the Broad Group Procedure and the Average 

Remaining Life Technique appropriate to develop depreciation rates.  (Id.)  Lastly, Mr. Johnson 

points out that the same method, procedure and technique were used in determining depreciation 

rates in the Company’s last water and wasterwater depreciation study, approved by the 

Commission in Docket 07-0507, and in the Company’s water depreciation study, approved by 

the Commission in Docket 00-0340. 

Therefore, the Company and Staff agree that IAWC’s proposed water and wastewater 

depreciation rates identified on IAWC Exhibit 12.01 (Rev.), Table 1 (Water) and IAWC Exhibit 

12.02 (Rev.), Table 1 (Wastewater) be approved. (Id.) 

Depreciation Recordkeeping 

The Commission’s Order in Docket 07-0507 directed IAWC to review available 

alternatives that would facilitate more accurate recordkeeping of water meters with various 
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average service lives (“ASL”) in the next proceeding where a depreciation study is provided so 

that more accurate ASL are determined.  Staff concluded IAWC has taken steps to incorporate 

the policy governing the testing and replacement of 5/8-inch water meters into its depreciation 

study.  (ICC Staff Ex. 8.0 (Johnson Dir.), p. 3.)  Staff agrees with IAWC’s proposed 1-inch and 

under meter ASL methodology, which incorporates time limitations of the Company’s water 

meter change out policy for 5/8-inch meters into the ASL determination for 1-inch and under 

meters.  (Id., p. 4.)  Staff believes this methodology better reflects the service life of those meters.  

(Id.)   

COST OF SERVICE AND RATE DESIGN AND TARIFF TERMS AND CONDITIONS 

Maintaining Pekin and Lincoln as Separate Districts 

IAWC proposed maintaining Pekin and Lincoln service areas separate.  (IAWC Ex. 11.00 

(Rev.) (Herbert Dir.), p. 12.)  The Company recognized that consolidating Pekin and Lincoln 

into Zone 1 would result in significantly larger rate increases for both districts.  Staff agrees with 

IAWC’s proposal.  (ICC Staff Ex. 4.0 (Boggs Dir.), p. 14.)  Staff agreed.  As Staff witness Mr. 

Boggs explained, “[i]f either Pekin or Lincoln joined the Company’s proposed Zone-1/Chicago 

Metro Water consolidated division, the resulting increase in their respective typical residential 

monthly water bills would be more than twice as much as the increase they would face if they 

remained a standalone division” (Id., pp. 3-4.  See also ICC Staff Ex. 12.0 (Boggs Reb.), p. 2.) 

Chicago Metro Sewer Rate Design  

The Company proposed for Collection and Treatment Customers a one-block rate 

structure for residential customers and declining two-block rate for non-residential customers.  

(IAWC Ex. 11.00 (Rev.), pp. 19-20.)  This structure results in a 15.10% increase for Collection 
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and Treatment customers, which produces revenue recovering nearly all of the cost of service.  

(Id., p. 19.)  ICC Staff witness Mr. Boggs agreed with IAWC’s proposal.   

The Company also recommended no change for Collection Only customers. It proposed 

to set the Chicago Metro Sewer Treatment Only customers at a flat rate of $38.38 per Tinley 

Park user per month.  (Id.)  Finally, IAWC set the Tinley Park West monthly flat fee at $19.19 

per the agreement between Tinley Park and the Company.  (IAWC Ex. 11.00 (Rev.), pp. 19-20.)  

Staff witness Mr. Boggs agrees with these proposals.  (ICC Staff Exs. 4.0, p. 36; 12.0, pp. 3-4.)  

Staff accepts IAWC’s proposed Chicago Metro Sewer Treatment Only customers’ flat rate.  

(IAWC Ex. 11.00R (Herbert Reb.), p. 9; ICC Staff Ex. 12.0, p. 3.) 

The Company and Staff agree there should be no rate increase for Chicago Metro Waste 

Water Collection Only customers.  (IAWC Ex. 11.00R, p. 9; ICC Staff Ex. 12.0, p. 3.)  The 

Company and Staff agree Chicago Metro Rate design and Chicago Waste Water proposed billing 

determinants are appropriate.  (IAWC Ex. 11.00R, pp. 8-9; ICC Staff Ex. 12.0, p. 3.)  

Public Fire Protection Charges for Pekin 

IAWC proposed to increase Pekin division’s public fire protection charges by 13.8%.  

(IAWC Ex. 11.00R, pp. 8-9.)  Staff agreed with that proposal.  (ICC Staff Ex. 12.0, p. 3.) 

Private Fire Protection Charges 

The Company proposed increasing its Private Fire Protection Charges to continue 

moving these rates towards full recovery of the costs to provide private fire protection service.  

(IAWC Ex. 11.01, Schedule A.)  Staff witness Mr. Boggs agreed with the Company’s proposal 

and recommends that “the Company increase Private Fire Protection rates for all divisions in this 

proceeding so it can move closer to recovering full cost of service to this class of customers.”  

(ICC Staff Exs. 4.0, pp. 4, 48-49; 12.0, p. 3.) 
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Public Utilities Act Section 8-306(i) Tariff Language.  

Staff witness Mr. Boggs’ recommended IAWC include in its sewer service tariffs to be 

filed in compliance with the Final Order in this proceeding language similar to what is contained 

in Aqua Illinois, Inc.’s University Park Schedule of Rates.  (ICC Staff Ex. 12.0 (Boggs Reb.), pp. 

16-17).  Although Staff identified this as a contested issue in its Initial Brief (Staff Init. Br., pp. 

66-67), IAWC does not consider it unresolved as the Company agreed with Staff’s 

recommendation in surrebuttal.  (See IAWC Ex. 5.00SR (Rev.) (Kerckhove Sur.), p. 8.) 

Direct Demand Study Report 

The Commission’s directive in Docket 09-0319 required IAWC to undertake certain 

tasks related to the performance of a direct demand study.  Staff witness Ms. Harden believes the 

Company has followed the actions ordered by the Commission in that docket and concluded 

“[t]he Direct Demand Study Report has been completed based on the Commission’s 

requirements in Docket No. 09-0319 and the results have been verified through two models.”  

(ICC Staff Ex. 5.0 (Harden Dir.), pp. 2, 12-14.)  Ms. Harden recommends that the Direct 

Demand Study demand factors be used as inputs for IAWC’s Cost of Service Study as proposed 

by IAWC because that data is currently the best available and the results have been reviewed.  

(Id., pp. 18-19.)  The Company and Staff agree that IAWC should assume control of the demand 

data collection and the incorporation of the new demand data collected into its future cost studies.  

(Id., p. 18; IAWC Ex. 3.00R (Rev.) (Kaiser Reb.), p. 6.)  IAWC will continue to work with its 

consultant for the analysis of the data and at such time that IAWC is able to commercially obtain 

such a model or otherwise develop or obtain such a model, the Company will take control over 

the full demand factor determination process.  (IAWC Ex. 3.00R (Rev.), p. 6.) 
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IIWC/FEA witness Mr. Collins initially took issue in his direct testimony with whether 

the capacity factors used in the Cost of Service Study and developed by Black & Veatch in the 

Direct Demand Study were reliable given that they were developed based on data collected 

during a single year.  (IIWC/FEA Ex. 2.0 (Collins Dir.), pp. 19-20.)   Mr. Collins, however, did 

not recommend any changes to the Company’s CCOS as a result of his concern regarding the 

single year use of data used by the Company in its Demand Study.  (Id., p. 20.)  Company 

witness Mr. Kaiser explained in his rebuttal testimony that there is no requirement to use more 

than one year of data (IAWC Ex. 3.00R (Rev.), p. 7), and, as Staff agrees, due to the timing of 

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

demand factors (id., p. 5).  Lastly, Mr. Kaiser pointed out that IAWC’s demand factors are the 

product of a Commission-ordered and approved direct measurement demand study, from which 

only one year of data is currently available.  (Id., p. 7.)  IAWC believes IIWC has accepted the 

Company’s position as Mr. Collins did not refute or even raise this issue in his rebuttal testimony 

and IIWC/FEA did not address it in its Initial Brief.   

 


