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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
Illinois-American Water Company   ) 
       ) 
Petition for Initiation of Reconciliation Hearing ) Docket No. 11-0264 
       ) 
 

DRAFT ORDER 
 
By the Commission:  
 

On March 15, 2011, Illinois-American Water Company ("Illinois-American", 
“IAWC”, or the "Company") submitted a Petition in accordance with Section 9-
220.2 of the Illinois Public Utilities Act ("Act") (220 ILCS 5/9-220.2) and Section 
656.80(a) of the rules of the Illinois Commerce Commission ("Commission"), 83 
Ill. Adm. Code 656.80(a), seeking initiation of a proceeding to review the 
reconciliation of revenues and costs under its Qualifying Infrastructure Plant 
("QIP") Surcharge Rider during the year 2010. Illinois-American filed 
reconciliations for the six service districts, Alton, Streator, Cairo, Interurban, 
Pontiac, and Peoria, respectively. Each of these districts is contained within the 
Company’s Single Tariff Pricing Zone, Zone 1, and is eligible to participate in the 
QIP program.  On December 15, 2011, Illinois-American filed direct testimony 
and exhibits in support of the 2010 reconciliations.  On January 12, 2012, the 
Staff of the Illinois Commerce Commission (“Staff”) filed direct testimony and 
exhibits in response to the Company filings.  Staff filed revised direct testimony 
and exhibits on June 7, 2012.  On July 20, 2012, Illinois-American filed revised 
rebuttal testimony. An evidentiary hearing was held on August 8, 2012.  
 
I. 2010 QIP SURCHARGE RIDER RECONCILIATION 
 
 A. Position of the Company 
 
 Scott Rungren, Financial Analyst III, and Rich Kerckhove, Manager, Rates 
and Regulation, for American Water Works Service Company, Inc. (“American 
Water”), testified on behalf of Illinois-American.   

 
In his direct testimony, Mr. Rungren indicated that, on December 18, 

2009, Illinois-American filed 2010 QIP tariffs with the Commission in accordance 
with the terms of the QIP riders and 83 Ill. Adm. Code, Part 656.  The QIP 
surcharge percentage specified in the information sheets, effective January 1, 
2010, was 1.65% for each of the STP service districts of Alton, Streator, Cairo, 
Interurban, Pontiac, and Peoria.  The QIP surcharge percentages were 
determined through the use of estimated qualified infrastructure plant 
expenditures for December 2009 through April 2010, along with the use of actual 
qualified infrastructure plant expenditures for July 2009 through November 2009 
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for the combined participating service districts in the STP tariff group, and 
estimated base revenues for January 2010 through April 2010.   

 
On March 15, 2011, Illinois-American submitted to the Commission the 

annual reconciliation and petition seeking initiation of the annual reconciliation 
hearings as required under Section 656.80, 83 Ill. Adm. Code, Part 656.  In 
addition, copies of the reconciliation were provided to the Commission’s Manager 
of the Water Department and to the Commission’s Manager of the Accounting 
Department.  The reconciliation, which reflected actual qualified infrastructure 
plant expenditures and QIP revenues for January through March 2010, indicated 
that the QIP was under collected by $335,146 for the STP tariff group. 

  
 As part of his direct testimony filing, Mr. Rungren submitted testimony and 

Exhibits 1.1 through 1.9, discussing the annual reconciliation.  Exhibit 1.1 
presented the QIP costs for the reconciliation year as required by 83 Ill. Adm. 
Code 656.80(f)(1), and included the officer verification letter, the summary of QIP 
eligible expenses by district, and the monthly and thirteen-month average of 
accumulated QIP expenditures by QIP asset type by service district for 2010.  
Exhibit 1.2 presented the revenues arising through the application of the QIP 
surcharges during reconciliation year 2010 as required by 83 Ill. Adm. Code 
656.80(f)(2).  Exhibit 1.3 presented the reconciliation R components determined 
by Illinois-American showing the amounts to be recovered/(refunded) over a 
nine-month period commencing April 1, 2011, as required by 83 Ill. Adm. Code 
656.80(f)(3).  Exhibit 1.4 presented the schedule of actual rate base and 
operating income as required by 83 Ill. Adm. Code 656.80(f)(4).  Illinois-American 
was earning less than the 10.35% return authorized in Docket No. 07-0507. 
Docket No. 07-0507 was the Company’s most recent rate case prior to 2010. The 
surcharge revenues were collected in January through March of 2010, prior to 
the order in Docket No. 09-0319 taking effect.  Exhibit 1.5 provided the 
workpapers supporting the 2010 reconciliation as required by 83 Ill. Adm. Code 
656.80(h)(1).  Exhibit 1.6 presented a detailed summary of all invoices that 
supported the costs for eligible QIP surcharge projects as required by 83 Ill. Adm. 
Code 656.80(h)(2).  Exhibit 1.7 presented material that supported the recovery of 
the QIP surcharge as required by 83 Ill. Adm. Code 656.80(h)(3).  Exhibit 1.8 
presented the detailed worksheets showing the calculation of the utility-
determined reconciliation R components as required by 83 Ill. Adm. Code 
656.80(h)(4).  Exhibit 1.9 provided information regarding the prudence of the 
Company’s investment in QIP as required by 83 Ill. Adm. Code 656.80(h)(5).     

 
In his testimony, Mr. Rungren testified that the Company posted a public 

notice in each office, giving notice that information sheets were filed with the 
Commission to revise the QIP surcharge in accordance with 83 Ill. Adm. Code 
255.20(a) and 83 Ill. Adm. Code 656.30(c)(1).  In addition, the Company provided 
an explanation of the QIP surcharge on the initial billing of the new QIP 
surcharge in accordance with 83 Ill. Adm. Code 656.30(c)(3) for all districts. In 
addition to providing an explanation of the QIP surcharge on the initial billing of 
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the new QIP surcharge, the Company provided notice by newspaper publication 
that information sheets had been filed with the Commission to revise the QIP 
surcharge.  Finally, Mr. Rungren testified that the QIP surcharge was presented 
as a separate line item on customer bills. 
 
 B. Staff Position 
 

Staff witnesses Mary H. Everson, accountant in the Accounting 
Department of the Commission’s Financial Analysis Division and Jonathan M. 
Sperry, water engineer in the Water Department of the Commission’s Financial 
Analysis Division, testified on behalf of Staff. 
 

Ms. Everson reviewed IAWC’s filing and on June 7, 2012 submitted 
Exhibit 1.0 2nd Revised, her revised direct testimony, and Schedules 1.1-1.2 2nd 
Revised.   Ms. Everson summarized the reconciliation proposed by Staff for each 
service area in which the QIP Surcharge is administered.  In her Schedule 1.1 2nd 
Revised, Ms. Everson presented the Company’s proposed reconciliation, Staff’s 
adjustment and Staff’s adjusted reconciliation for Zone 1. 

 
In Schedule 1.2 2nd Revised, Ms. Everson presented the cumulative 

history of IAWC’s QIP surcharge since its first reconciliation in 2006. This 
cumulative history is presented in the further revised new format Staff is using for 
reconciliations.  By presenting the history of the QIP surcharge, the Company 
and all users of these schedules can follow the progress of the reconciliations 
from year to year and be assured that the new format does not change the 
results of the reconciliation process.  This schedule is attached as Appendix B to 
this Order.  Ms. Everson also indicated that her exhibits reflected the adjustments 
proposed by Mr. Sperry. 
 

Ms. Everson recommended: (1) that the Commission adopt the Qualifying 
Infrastructure Surcharge Reconciliation as presented on ICC Staff Exhibit 1.0 2nd 
Revised, Schedule 1.1 2nd Revised, for the Zone 1 (Alton, Streator, Cairo, 
Interurban, Pontiac and Peoria) service area and (2) that the Factor O of $182 be 
refunded to the ratepayers and should include an interest component in 
accordance with 83 Ill. Adm. 655.50(c). The refund of the Factor O should be 
accomplished by its inclusion in the QIP Surcharge calculated with the first 
information sheet that IAWC files subsequent to the Order in this Docket. 

 
 
Mr. Sperry sponsored ICC Staff Exhibit 2.0, his direct testimony, which 

was filed on January 12, 2012.  This testimony included Mr. Sperry’s opinion that 
most of IAWC’s plant additions met the criteria specified in 83 Ill. Adm. Code 
656.40 for classification as QIP for calendar year 2010, with two exceptions.  Mr. 
Sperry proposed the disallowance of costs related to hydrants installed in an 
Alton district water main upgrade and certain Peoria district costs incurred as the 
result of damage caused by automobile accidents.  
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Mr. Sperry recommended that the Commission find that the Company’s 

plant additions meet the criteria specified in 83 Ill. Adm. Code. 656.40 and should 
be classified as QIP, but for the specific items discussed above. 
 
 

C.  Company Response 
 

The Company reviewed the QIP Surcharge Rider reconciliations of 2010 
costs and recoveries proposed by Staff. Through the rebuttal testimony of 
Company witnesses Scott Rungren and Rich Kerckhove, the Company accepted 
Staff’s proposals. In light of this, during the August 8, 2012, evidentiary hearing, 
Illinois-American and Staff indicated that no contested issues remained.  
 
 
II. COMMISSION CONCLUSION 
 
 For the reasons given by Staff and the Company, the Commission adopts 
the 2010 QIP Surcharge Rider reconciliations attached as Appendix A to this 
Order that were proposed by Staff and accepted by the Company.  The resulting 
O Component, indicating an over-recovery for Zone 1, should be approved.  The 
O Component should refund the over-collection with interest calculated pursuant 
to 83 Ill. Adm. Code 656.80(i), commencing on the effective date of the QIP 
Surcharge Percentage specified in the Company's next Information Sheet filing.  
 
 
III. FINDINGS AND ORDERING PARAGRAPHS  
 

The Commission, having given due consideration to the entire record 
herein and being fully advised in the premises, is of the opinion and finds that:  
 

(1) Illinois-American Water Company is a corporation that furnishes 
water and/or sewer utility service to the public in Illinois and, as 
such, is a public utility within the meaning of the Act;   

(2) the Commission has jurisdiction over Illinois-American and of the 
subject matter of this proceeding;  

 
(3) the conclusions and statements of fact set forth in the prefatory 

portion of this Order are supported by the evidence and the record 
and are hereby adopted as findings of fact;  

 
(4) pursuant to the terms of Illinois-American's effective QIP Surcharge 

Riders, Illinois-American filed Information Sheets placing into effect 
on January 1, 2010, QIP Surcharge Percentages for the Alton, 
Streator, Cairo, Interurban, Pontiac, and Peoria QIP Service Areas 
(Zone 1);  
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(5) for the reasons discussed in the "Commission Conclusion" section 

of this Order (Section II above), the O Component recommended 
by Staff reflecting an over-recovery to be refunded in Zone 1, as set 
forth in the Appendix A to this order, should be adopted;  

 
(6) the refunds made pursuant to the O Component should reflect 

interest calculated in accordance with 83 Ill. Adm. Code 656.80(i) 
and 280.70(e)(1);  

 
(7) the refunds under the O Component should take place over a nine-

month period, and should commence with the effective date of the 
QIP Surcharge Percentage specified in the Company's next 
Information Sheet filling.  

 
IT IS THEREFORE ORDERED that, in calculating QIP Surcharge 

Percentages for purposes of the next Information Sheet filings for Zone 1, Illinois-
American shall include, along with other components specified in 83 Ill. Adm. 
Code 656, the O Component recommended by Staff and approved herein.  
 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that 
the reconciliation of revenues and costs under its Qualifying Infrastructure Plant 
Surcharge Rider submitted by Illinois-American Water Company for the 
reconciliation period January 1, 2010, through December 31, 2010, is hereby 
approved as modified by this Order and reflected in the attached Appendix A.  
 

IT IS FURTHER ORDERED that any motions or objections or petitions in 
this proceeding that have not specifically been ruled on shall be disposed of in a 
manner consistent with the findings and conclusions herein.  
 

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-
113 of the Illinois Public Utilities Act and 83 Illinois Administrative Code, Section 
200.800, this Order is final; it is not subject to the Administrative Review Law. 
 
 By order of this Commission this xx day of xxxxxxxx, 2012 
 
 
 
 
      (Signed) Douglas P. Scott 
 
      Chairman 
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