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JMA/164458.01          6121-284 

STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

Illinois-American Water Company   ) 

       ) Docket No. 11-0767 

Proposed General Increase in Water   ) 

and Sewer Rates.     ) 

 

 

REPLY BRIEF ON EXCEPTIONS OF THE VILLAGE OF BOLINGBROOK 

 

The Village of Bolingbrook, Illinois (“Bolingbrook”), and for its Reply Brief on Exceptions 

in the matter set forth above, states: 

Bolingbrook replies to three issues raised by the parties in the respective briefs on 

exceptions to the Commission’s Proposed Order dated July 31, 2012:  (1) The Commission 

should reject the Proposed Order’s adoption of Illinois-American’s (“IAWC”) fixed customer 

charge of $17 for 5/8 inch customers from Bolingbrook in the proposed new Zone 1; (2) The 

Commission should modify the Proposed Order’s conclusions regarding Cash Working Capital to 

reflect removal of prepayment of Service Company charges, which is not mandated by the 

Service Company Agreement; and (3) There is sufficient evidence in the record to justify the 

Proposed Order’s proposed rate of return and, moreover, the record would support an even 

lower rate of return than proposed. 
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I. The Proposed Order’s Adoption of IAWC’s $18 Fixed Customer Charge for 5/8 

Inch Customers in the Newly Proposed Zone 1 And Chicago Metro Should Be 

Rejected. 

 

Both the Attorney General and other municipalities1 opposed the Proposed Order’s 

adoption of IAWC’s $18 fixed customer charge for 5/8 inch customers in the newly proposed 

Zone 1, which is $17 for the former Chicago Metro service areas that are proposed to be 

consolidated with Zone 1.2  Bolingbrook joins in that opposition and replies as follows. 

The various proposals regarding the fixed charges for service through a 5/8 inch meter 

are summarized in the Proposed Order as follows: 

   Current IAWC  Staff  AG 

Zone 1   $14.50  $18.00  $14.75  $15.20 

Chicago Metro  $13.50  $17.00  $14.75  $15.20 

 

(Proposed Order at p. 123).   

 

 The Proposed Order adopts, without modification, IAWC’s proposed customer charges 

for the newly consolidated Zone 1.  (Proposed Order at pp. 123-25).  Under present rates, the 

consolidated Zone 1 customer charges recover $42,057,480.  (AG Ex. 3.02 at 1).  Under IAWC’s 

proposal, IAWC would recover $65,743,383.  (AG Ex. 3.02 at 1).  This is a $13,685,903 revenue 

increase in the fixed customer charge alone, which constitutes all but $464,991, or 3 percent, of 

the Proposed Order’s overall revenue increase of $14,150,894 for the proposed consolidated 

Zone 1.  (Proposed Order Appendix B at 1 and Appendix F at 1).  As noted by the AG’s Brief on 

                                                           
1
 The other municipalities include the Cities of Champaign and Urbana and the Villages of Savoy, St. Joseph, Sidney 

and Philo. 
2
 Notably, Bolingbrook opposes the proposed consolidation of Chicago Metro with Zone 1.  See Bolingbrook’s Brief 

on Exceptions. 
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Exceptions, IAWC’s meter or customer charge ratios are not consistent with the American 

Water Works Association (AWWA) meter ratios that are used throughout the country to set 

water customer or meter charges. 

 As noted in the Brief on Exceptions of the other municipalities, over 92 percent of all 

residential customers take service using 5/8 inch meters.  For current users in the Chicago 

Metro (not consolidated) service area, the customer charge will increase by 20.3%, from $13.50 

to $17.00.  (Proposed Order at p. 123).  Thus, the newly proposed Zone 1, after the proposed ill-

advised consolidation with Chicago Metro, will see residential users in Bolingbrook using lower 

volumes of water experiencing high percentage increases up to 14.76% per the “Typical Bill 

Comparison” submitted by IAWC on August 13, 2012.   

The adoption of the $17 fixed customer charge for 5/8 inch customers in the Village of 

Bolingbrook would shift cost recovery onto small consumers and, in effect, over-recover 

customer costs while, at the same time, decreasing residential customer incentives to conserve 

water.  Customer charges for smaller use customers should reflect their lower demand.  Setting 

the fixed charge at $17, as proposed, would inappropriately allow an excessive amount of 

revenue to be recovered in fixed customer charges for all consumer groups, and allow more 

than $10 million in variable charges to be recovered from fixed charges. 

Further, the residential customer charge should be reduced to reflect that the 

Commission is reducing IAWC’s requested revenue requirement.  As noted in the AG’s Brief on 

Exceptions, IAWC requested an increase of 16.74% for Zone 1 in its Initial Brief, but the overall 

increase in the Proposed Order is a much lower 8.20% for Zone 1.  However, the Proposed 

Order adopts IAWC’s proposed fixed increase for 5/8 inch users wholesale without reduction. 
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The end result, if the Proposed Order is adopted without change, is a disproportionate 

customer charge increase for residential users that use smaller volumes of water.  The vast 

majority of users in Bolingbrook that will pay for IAWC’s latest increase are smaller residential 

users.  (See Typical Bill Comparison submitted by IAWC on August 13, 2012).  Thus, customers 

who attempt conservation efforts will fail to see those efforts reflected in their bills, which 

discourages conservation. 

Both the ICC Staff ($14.75) and AG’s Office ($15.20) proposed much lower customer 

charges for 5/8 inch meters than proposed (and adopted by the Proposed Order) by IAWC 

($17.00 for current Chicago Metro users being improperly consolidated with Zone 1).  As noted 

by the ICC Staff, the $14.75 customer charge recovers nearly 100 percent of the customer costs 

and applies the concept of gradualism to all consolidated Zone 1 customers.  The Proposed 

Order should be modified to reduce the customer charge for 5/8 inch meters to current existing 

Chicago Metro users to the ICC Staff proposal of $14.75. 

II. Prepayment of Service Company Charges Is Not Mandated by the Service 

Company Agreement. 

 

As noted by the AG’s Office in its Brief on Exceptions, IAWC prepays the Service 

Company charges.  Such prepayment is clearly not mandated by the Service Company 

Agreement.  IAWC includes the prepayment in its proposal for $3,503,000 of Cash Working 

Capital (“CWC”) in rate base.  The AG’s Office proposed reducing this amount by $1,242,000 by 

removing the effect of the prepayment of fees to the Service Company.  The Proposed Order 

rejects the AG’s proposal, finding, in summary fashion, that “the Agreement provides for 

prepayments by IAWC.”  (Proposed Order at p. 27). 
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As noted by the AG’s Office, the plain language of the Service Agreement does not 

mandate prepayment.  Instead, the Service Company is required to render a bill “as soon as 

practicable after the last day of each month. . . for all amounts due from Water Company for 

services and expenses for such month plus an amount equal to the estimated cost of such 

services and expenses for the current month.”  AG Cross Exhibit 3, Service Company Agreement 

at ¶4.1.  The phrase “as soon as practicable” does not mandate, or require, prepayment.  

Rather, prepayment is a business decision of IAWC, which is now being used to increase the 

CWC adjustment at the expense of consumers.  As noted by the AG’s Office in its Brief on 

Exceptions, both Pennsylvania and West Virginia have rejected rewarding prepayment to the 

Service Company in this fashion.  The Commission should amend the Proposed Order 

accordingly. 

III. There Is Sufficient Evidence in the Record to Justify the Commission’s Proposed 

Rate of Return as well as a Lower Rate of Return. 

 

IAWC’s Brief on Exceptions is a demonstration of teeth gnashing over the Proposed 

Order’s suggested rate of return on equity (“ROE”) of 9.34%.  (Proposed Order at p. 108).   

Bolingbrook notes that the 9.34% number is supported by the evidence in the record.  

(See detailed discussion in the Proposed Order summarized at pp. 103-09).  Further, the non-

constant DCF analyses performed by ICC Staff and IIWC/FEA would support an even lower 

number of ROE of an average of 8.84%.  (Proposed Order at p. 109).  Thus, the Commission 

should either keep the 9.34% ROE suggested in the Proposed Order or, should it be so inclined, 

lower it to 8.84%. 
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Respectfully submitted, 

     /s/ Jeffrey M. Alperin    

Attorney for Intervenor 

VILLAGE OF BOLINGBROOK 

Jeffrey M. Alperin 

George Marchetti 

Tressler LLP 

305 West Briarcliff Road 

P. O. Box 1158 

Bolingbrook, Illinois 60440 

164296 
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 I, Jeffrey M. Alperin, hereby certify that a copy of the foregoing Brief on Exceptions was 

served upon all parties on the ICC eDocket Service List by electronic means on this 20th day of 

August, 2012. 

     /s/ Jeffrey M. Alperin    

       Jeffrey M. Alperin 

 

 

 

 


