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STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 

 
Aqua Illinois, Inc.  :  11-0436 on Rehearing 
 : 
 : 
Proposed General Increase in Water And : 
Sewer Rates : 
 : 
(Tariffs filed February 1, 2010). : 

 
  
 
 

BRIEF ON EXCEPTIONS ON REHEARING OF THE STAFF 
OF THE ILLINOIS COMMERCE COMMISSION 

 
 

Staff of the Illinois Commerce Commission (“Staff”), by and through its 

undersigned counsel, pursuant to Section 200.830 of the Illinois Commerce 

Commission’s (“Commission” or “ICC”) Rules of Practice (83 Ill. Adm. Code 200.830), 

respectfully submits its Brief on Exceptions on Rehearing in the instant proceeding. 

I. BACKGROUND 

On April 6, 2011, Aqua Illinois, Inc. (the “Company” or “Aqua”) filed with the 

Illinois Commerce Commission (“Commission” or “ICC”) revised tariffs in order to 

petition for a general increase in water sewer rates, pursuant to Section 9-201 of the 

Illinois Public Utilities Act (the “Act”), 220 ILCS 5/9-201.  On May 18, 2011, the 

Commission entered Suspension Orders commencing the investigation concerning the 

propriety of Aqua’s proposed rate increase and on August 17, 2011 entered a 

Resuspension Order extending the suspension through March 2, 2012.  The 
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Administrative Law Judge assigned to this proceeding established a schedule for the 

submission of pre-filed testimony, hearings, and briefs (Tr., Jun. 16, 2011, pp. 7-8).    

In response to the Company’s filings, the following parties filed Petitions to 

Intervene, which were granted:  the Illinois Attorney General (“AG”), the Citizens Utility 

Board (“CUB”), the Village of University Park (“Village”), Viscofan USA, Inc. (“Viscofan”), 

and the County of Lake (“County”).            

At the October 25, 2010 evidentiary hearing in this matter, Christopher Boggs, 

Rates Analyst in the Rates Department of the Financial Analysis Division, testified on 

behalf of Staff.  Prefiled testimony from Staff’s other witnesses was also entered into the 

record. 

The Commission entered a Final Order on February 16, 2012.  On March 16, 

2012, Viscofan filed an Application for Rehearing “on the Commission’s decision to 

adopt Staff’s proposed increase of 20% to the Large General Service Rate.”  (Viscofan 

Application for Rehearing, p. 1)  On April 4, 2012, the Commission granted Viscofan’s 

Application, and ordered rehearing to allow Viscofan the opportunity to “offer its updated 

analysis into the record” and allow “other parties to respond to it.”  (Notice, April 5, 2012, 

p. 1) 

Viscofan, Staff, the AG and Aqua filed testimony on this issue, and Staff filed the 

Rebuttal Testimony of Christopher Boggs on May 25, 2012.  An evidentiary hearing was 

held on June 12, 2012.  The parties filed Initial Briefs (“IB”) on June 22, 2012 and Reply 

Briefs (“RB”) on July 2, 2012.  The ALJ issued a proposed order on July 23, 2012.  This 

Brief on Exceptions follows. 

II. ARGUMENT 
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Staff takes exception to the ALJPO’s decision to lower Viscofan’s rate increase 

percentage to 12.5%.  In the past, the Commission has indicated that Viscofan should 

move toward paying a greater portion of its own cost of service rather than continue the 

trend of paying a lower portion of its cost of service.  The ALJPO’s decision in this case 

moves in the opposite direction. 

In Docket No. 04-0442, the Commission’s Final Order indicated that Viscofan 

should begin to pay a greater portion of its cost of service to address its declining 

contribution toward its cost of service, while not being so large as to induce rate shock: 

 
The Commission agrees with Staff that Teepak [now known as 
Viscofan], at a minimum, should continue to pay at least 48.7% of its 
cost of service. Aqua argues that, at a maximum, Teepak should be 
held to 48.7% of its cost of service. The Commission also concurs 
with Staff, however, that Teepak should begin to pay a greater 
portion of its cost of service….[T]he Commission notes, however, 
that the portion of Teepak’s cost of service actually paid by Teepak 
has been steadily decreasing due to a series of favorable rate 
increases. (See 00-0339, 97-0351, 94-0270, 91-0176, 89-0050.) 
Taking all of the foregoing into account, the rates set in the instant 
proceeding should slightly increase the portion paid by Teepak of its 
cost of service. The Commission finds that Teepak should assume 
responsibility for an additional 1.0%, or a total of 49.7%, of its cost of 
service. (Order, Docket No. 04-0442, April 20, 2005, p. 54) 

 
The Commission’s reasoning in the 04-0442 Order continues to apply in this 

current case. Therefore, Staff recommends that the Commission maintain the 20% 

revenue increase for Viscofan that it approved in the Final Order of this proceeding.   

Viscofan, moreover, continues to benefit from subsidies that other customers 

provide for it to remain on the Aqua water system.  Now, contrary to the Order in Docket 

No. 04-0442, the ALJPO would return to the prior trend of Viscofan paying a lower 

portion of its costs of service while receiving increased subsidies from other customers.  
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In this case, the Commission should stay the course with the direction it set in Docket 

No. 04-0442 and maintain the 20% increase for Viscofan that it approved in the Final 

Order in this proceeding.  

 
Replacement Language 

 
Staff recommends the following changes to the Commission Analysis and 

Conclusions section beginning on page 5 of the ALJPO: 

 
 

Commission Analysis and Conclusions 
 

On rehearing, Viscofan presented an updated analysis of the 
“economics” and timeline for constructing its own water system.  The 
updated analysis was prepared in 2012. 

 
Although the four-year contract is in effect until 2016, if Viscofan 

does undertake construction of its own system during that period, there 
would seem to be little chance of retaining them as a customer of Aqua. 

 
Based on the evidence as updated on rehearing, it now appears 

that if the 20% increase is left in place, it is more likely than not that 
Viscofan will undertake construction of its own system.  Staff and AG do 
not appear to specifically contend otherwise, although they do oppose any 
reduction in the 20% increase as noted above. 

 
If Viscofan does depart the system in favor of its own competitive 

supply option, other a typical customers in the Consolidated Division 
containing the former Vermilion District would be adversely moderately 
affected to because Viscofan provides a significant contributiones

 

 toward 
costs that would otherwise be borne by other customers. 

While tThe Commission agrees with Staff that cost of service is an 
important consideration, the Commission believes it should be considered 
in the broader context of the Viscofan issue, which also involves, among 
other factors, along with 

 

the impacts on customers that would occur if 
Viscofan were to leave the system, as discussed above.  

Upon consideration of the record and determinations above on this 
difficult issue, the Commission finds that the increase applicable to 
Viscofan should be reduced to 12.5%remain 20%.  This rate is 
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approximately half way between the above-referenced 20% increase and 
the “less than 5%” increase suggested by Aqua.  The 12.520% 

 

Large 
Industrial Class increase, in which Viscofan currently is the only customer, 
increases elevates is Aqua’s cost of service recovery from this class from 
49.7% to 52.95% and is consistent with the Final Order in Docket No. 04-
0442 where the Commission found that Viscofan should begin to pay a 
greater portion of its cost while not being so large as to induce rate shock. 

Should Viscofan leave the Aqua water system as a result of this 
20% increase, the Commission acknowledges that the impact on an 
average residential customer’s bill in the Consolidated Division would be 
an increase equivalent to 3.72% (or approximately $1.77 per month).

 

  also 
fairly close to the alternative rate increase proposed by Staff -- which was 
intended to recover the same percentage of Viscofan’s cost of service as 
was approved in Docket No. 04-0442 in the event the Commission 
decided to reduce the 20% increase.  It is also close to the 13.75% 
increase proposed by Aqua in the original proceeding, especially when 
considering that the 13.75% was based on Aqua’s proposed revenue 
requirement. 

In the Commission’s view, loweringmaintaining the 20% increase to 
12.5% will produce rates that a moderate increase in Visofan’s 
contribution to cover its own cost of service while slightly reducing the 
subsidy that other rate classes have been providing to Viscofan. This 
would be consistent with follow the Commission’s goal in the Order from 
Docket No. 04-0442 which were intended to increase the cost of service 
recovery percentage from Viscofan.  The Commission recognizes that 
other Consolidated Water Division customers benefit from Viscofan’s  — 
which would because Viscofan provides a large contribution toward costs 
that would otherwise be borne by otherthese customers.  However, these 
customers have subsidized Viscofan’s calculated cost of service for many 
years.  In order to lend credence to the Commission’s Orders from Docket 
No. 04-0442 it is important the subsidy that all non-Large Industrial Class 
customers provide Viscofan be reduced. 

 

 In the unfortunate event that 
Viscofan leaves Aqua’s water system as a result of this 20% increase, the 
adverse impacts on the other customer’s monthly bills in the Consolidated 
Water Division would be limited but not unprecedented.  should give 
Viscofan an incentive to remain on the Aqua system    — while limiting, at 
least to the extent possible, any further shifting of revenue responsibility to 
other customers that occurs whenever rates are set below. 

As noted above, the AG recommends that no changes be made to 
the rates previously approved in this docket, and that instead the 
Commission should “require Aqua to attempt to negotiate a long-term 
contract with Viscofan to address the costs and risks associated with 
serving Viscofan.” 
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While a longer contract term, such as 10 years, could have 

benefits, the AG’s proposal does not explain how the rates themselves 
would be set in such a contract between Aqua and Viscofan.  Currently, 
the rates applicable to Viscofan are not actually set by the parties to the 
four-year contact.  Rather, they are set in Commission rate orders.  Given 
the unknowns, and other circumstances, it is difficult to see how the record 
would support an assumption that Viscofan would view a 10-year contract 
as a viable alternative to constructing its own system.  

 
In any event, the Commission again finds that the record supports a 

continuation of the four-year term contained in the provisions of Aqua’s 
current tariffs.  The AG’s proposal will not be adopted. 

 
As indicated above, the Commission finds that the rate increase for 

Viscofan should be reduced to 12.5%maintained at 20%

 

.  The revenue 
shortfall created by this change should be allocated to other customer 
classes – through usage charges -- in the consolidated division of which 
the Vermilion district is now a part. 

Alternative 
 

If, contrary to Staff’s recommendation, the Commission is inclined to approve an 

increase for Viscofan lower than 20%, then at a minimum, Staff recommends the 

Commission adopt at least a 14.11% increase to Aqua’s Large General Service rate. 

(Staff Ex. 14.0, pp. 6-7)  This increase would maintain the cost of service percentage 

that Aqua currently recovers from Viscofan as approved by the Commission in Docket 

No. 04-0442. (Staff Exhibit 14.0, p. 8) and not return to the prior trend of recovering a 

decreasing percentage of cost of service from Viscofan. 

 
Alternate Replacement Language 
 

Should the Commission decide to approve the 14.11% increase for Aqua’s Large 

General Service rate rather than the 20% recommended by Staff, then, Staff 

recommends the following changes to the Commission Analysis and Conclusions 

section beginning on page 5 of the ALJPO: 
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Commission Analysis and Conclusions 

 
On rehearing, Viscofan presented an updated analysis of the 

“economics” and timeline for constructing its own water system.  The 
updated analysis was prepared in 2012. 

 
Although the four-year contract is in effect until 2016, if Viscofan 

does undertake construction of its own system during that period, there 
would seem to be little chance of retaining them as a customer of Aqua. 

 
Based on the evidence as updated on rehearing, it now appears 

that if the 20% increase is left in place, it is more likely than not that 
Viscofan will undertake construction of its own system.  Staff and AG do 
not appear to specifically contend otherwise, although they do oppose any 
reduction in the 20% increase as noted above. 

 
If Viscofan does depart the system in favor of its own competitive 

supply option, a typical customers in the Consolidated Division containing 
the former Vermilion District would be adverselymoderately

 

 affected 
because Viscofan provides a significant contributiones toward costs that 
would otherwise be borne by other customers. 

While tThe Commission agrees with Staff that cost of service is an 
important consideration, the Commission believes it should be considered 
in the broader context of the Viscofan issue, which also involves, among 
other factors, along with

 

 the impacts on customers that would occur if 
Viscofan were to leave the system, as discussed above.  

Upon consideration of the record and determinations above on this 
difficult issue, the Commission finds that the increase applicable to 
Viscofan should be reduced to 12.514.11%.  The 12.514.11% Large 
Industrial Class increase, in which Viscofan currently is the only customer, 
maintains is Aqua’s cost of service recovery from this class at 49.7%. This 
rate is approximately half way between the above-referenced 20% 
increase and the “less than 5%” increase suggested by Aqua.  The 
12.514.11% increase is consistent with

 

 the alternative rate increase 
proposed by Staff -- which was intended to recover the same percentage 
of Viscofan’s cost of service as was approved in Docket No. 04-0442 in 
the event the Commission decided to reduce the 20% increase.  It is also 
close to the 13.75% increase proposed by Aqua in the original proceeding, 
especially when considering that the 13.75% was based on Aqua’s 
proposed revenue requirement. 

In the Commission’s view, lowering the increase to 12.514.11% will 
produce rates that shouldwill maintain Viscofan’s current cost of service 
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recovery percentage and will give it

 

 an incentive to remain on the Aqua 
system — which would benefit other customers because Viscofan 
provides a large contribution toward costs that would otherwise be borne 
by other customers — while limiting, at least to the extent possible, any 
further shifting of revenue responsibility to other customers that occurs 
whenever rates are set below calculated cost of service. 

As noted above, the AG recommends that no changes be made to 
the rates previously approved in this docket, and that instead the 
Commission should “require Aqua to attempt to negotiate a long-term 
contract with Viscofan to address the costs and risks associated with 
serving Viscofan.” 

 
While a longer contract term, such as 10 years, could have 

benefits, the AG’s proposal does not explain how the rates themselves 
would be set in such a contract between Aqua and Viscofan.  Currently, 
the rates applicable to Viscofan are not actually set by the parties to the 
four-year contact.  Rather, they are set in Commission rate orders.  Given 
the unknowns, and other circumstances, it is difficult to see how the record 
would support an assumption that Viscofan would view a 10-year contract 
as a viable alternative to constructing its own system.  

 
In any event, the Commission again finds that the record supports a 

continuation of the four-year term contained in the provisions of Aqua’s 
current tariffs.  The AG’s proposal will not be adopted. 

 
As indicated above, the Commission finds that the rate increase for 
Viscofan should be reduced to 12.514.11

 

%.  The revenue shortfall created 
by this change should be allocated to other customer classes – through 
usage charges -- in the consolidated division of which the Vermilion district 
is now a part. 

III. CONCLUSION 

For the reasons set forth supra, Staff respectfully requests that the Commission’s 

Final Order in the instant proceeding reflect Staff’s recommendations consistent with 

this Brief on Exceptions.  
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        Respectfully submitted, 
        

 
      

        
        
       JESSICA L. CARDONI 
       MICHAEL J. LANNON 
 
       Counsel for the Staff of the Illinois 
       Commerce Commission 
 
 
August 3, 2012 
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