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TO: The Commission 
 
FROM: Glennon P. Dolan, Administrative Law Judge 
 
DATE: May 17, 2012 
 
SUBJECT: Charmar Water Company 
 
 Proposed increase in water rates. (Tariffs filed June 29, 

2011) 
 
 Cherry Hill Water Company  
 
 Proposed increase in water rates. (Tariffs filed June 29, 

2011) 
 
 Clarendon Water Company 
 
 Proposed increase in water rates. (Tariffs filed June 29, 

2011) 
 
 Killarney Water Co. 
 
 Proposed increase in water rates. (Tariffs filed June 29, 

2011) 
 
 Ferson Creek Utilities Company 
 
 Proposed increase in water and sewer rates. (Tariffs filed 

June 29, 2011) 
 
 Harbor Ridge Utilities, Inc. 
 
 Proposed increase in water and sewer rates. (Tariffs filed 

June 29, 2011) 
 
RECOMMENDATION: Grant Rehearing. 
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Background 
 

The Public Utilities Act provides, in pertinent part, that:  
Within 30 days after the service of any . . . order or decision of the 
Commission any party to the action or proceeding may apply for a 
rehearing in respect to any matter determined in said action or proceeding 
and specified in the application for rehearing.   

 
(220 ILCS 5/10-113).  This statute further provides that the Commission shall receive 
and consider such application and it “shall grant or deny such application in whole or in 
part within 20 days from the date of the receipt thereof by the Commission.”  (Id.).  
Further, no appeal is allowed from any order or decision “unless and until an application 
for a rehearing thereof shall first have been filed with and finally disposed of by the 
Commission.”  Therefore, no party can appeal a Commission order without filing an 
application for rehearing.  (Id.).  Additionally, Applications for rehearing must state with 
specificity the issues for which rehearing is sought.  (83 Ill. Adm. Code 200.880(b)).   
 

On June 21, 2012, the Companies filed an application for rehearing and a motion 
to issue a stay in the implementation of the phase-in rate requirement pending the final 
resolution of the rehearing. The only issue raised for rehearing by the Companies was 
rate case expense. 
 
Rate Case Expense 
 
 According to the application for rehearing, the actual rate case expense incurred 
by the Companies in this proceeding significantly exceeds the amount the Commission 
Order allows to be recovered.  The Companies argue that the Order erroneously 
disallows all internal rate case expense consisting of the work performed by employees 
of affiliate Water Service Corporation (“WSC”) to prepare the accounting records, 
provide testimony, respond to data requests and otherwise support the rate case 
revenue requests and other tariff changes that the Commission approved in these 
cases.  These employees are expressly authorized by the affiliate interest agreement 
(“AIA”) approved in docket 08-0335 to perform the listed services for the utilities. The 
AIA requires the employees to record the time they spend working on specific cases 
and the salaries and benefits for that time must be directly charged to the particular 
utility involved in the rate case.  The direct assignment of costs in this manner assures 
that customers’ rates do not include employee costs associated with work on the rate 
cases of other companies.  
 
 The Companies claim that Staff reviewed the data responses and evidence 
which led Staff to recommend that the Companies be allowed to recover the adjusted 
amount of rate case expense.  Staff is thoroughly familiar with the personnel who 
worked on the cases, the nature of their work and the hourly cost of those employees 
because Staff comprehensively reviewed the extensive data, testimony and other 
information that those employees provided in the course of these proceedings.  In 
addition, Staff has had the benefit of having reviewed comparable rate case expense 
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information provided by WSC for eight other Utilities, Inc. Illinois subsidiaries since 
2009.  
 

In the final Order, the Commission questioned the bulk of the Companies’ rate 
case expenses consisting of internal Water Service Company labor costs. The 
Commission found that the Companies failed to produce sufficient detail regarding what 
actual expenses were reasonable and necessary. The records also did not provide who 
was completing the tasks and what was the overall purpose of their work. Without this 
detail, it was impossible for the Commission to make this determination and the 
expenses were disallowed. Therefore, the Commission disallowed these expenses. 

 
The Commission should grant rehearing on this issue to give the Companies an 

opportunity to provide more detail and evidence concerning its internal WSC labor rate 
case expenses.   
 
IMPLEMENTATION OF PHASE-IN PENDING REHEARING  

If rehearing is granted, the Companies requested that the Commission stay or 
postpone implementation of the phase-in rate requirement pending the final resolution 
of the rehearing.  The Order currently requires the Companies to develop and file the 
rate phase-in levels on or before July 6, 2012.  If the Commission grants rehearing and 
allows recovery of internal rate case expenses or some part thereof, the Companies will 
need to calculate new rate levels for each annual period that the six year phase-in will 
be in effect.  In addition, monthly deferred balances incorporating a complex ADIT 
calculation must be computed for each company involved.  Based on affiliated 
companies’ recent experience of developing of phased-in rates in Dockets 11-0059, 11-
0142 and 11-0142 (Consolidated), the Companies would not be able to compute new 
rates and charges based upon any changes resulting from the rehearing prior to 
effective date that the Order contemplates for the phased-in rates to begin.  
Furthermore, if the phased-in rate levels are allowed to go into effect and must be 
changed later to incorporate changes made in the rehearing, the changes are likely to 
be extremely confusing to customers, which will  likely result in a high number of 
customer inquires for both the Companies and the Commission’s Consumer Services 
Division.  These administrative burdens and costs of developing different rates and 
charges would be avoided if the implementation of the rate phase-in were postponed 
until the conclusion of the rehearing. 

 
Unfortunately this petition was filed too late to get on an agenda before the July 

6, 2012 deadline. However, it seems reasonable to postpone the implementation of the 
phase-in requirement until after the rehearing since the costs of implementing the 
program will eventually be passed on to the rate payers. So, if rehearing is granted, it 
would be in the rate payers’ best interest to delay or stay the phase-in requirement. 
 
 
GD:fs 
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