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M E M O R A N D U M________________________________________________ 
 
TO: The Commission 
 
FROM: Larry Jones, Administrative Law Judge 
 
DATE: October 5, 2012 
 
SUBJECT: Illinois-American Water Company (“Illinois-American”)  
 
 Petition for Initiation of Reconciliation Hearing pursuant to 83 

Ill. Adm. Code, Part 656. 
 
RECOMMENDATION: Entry of the attached order approving the reconciliation. 
 
 

In the instant proceeding, Illinois-American seeks approval of its Qualifying 
Infrastructure Plant ("QIP") Surcharge Reconciliation, for the 2010 reconciliation year, 
for several of its service districts. 

 
By way of background, Section 9-220.2(a) of the Act provides, in part, that the 

Commission “may authorize a water or sewer utility to file a surcharge which adjusts 
rates and charges to provide for recovery of . . . (iv) costs associated with an 
investment in qualifying infrastructure plant, independent of any other matters related to 
the utility's revenue requirement.”  Under Section 9-220.2(b), qualifying plant is limited 
to "non-revenue producing” facilities, which are facilities that are not constructed or 
installed for the purpose of serving a new customer.  Additionally, costs recovered 
through the surcharge are not yet reflected in rate base.  

 
Section 9-220.2(c) states, “On a periodic basis, the Commission shall initiate 

hearings to reconcile amounts collected under each surcharge authorized pursuant to 
this Section with the actual prudently incurred costs recoverable for each annual period 
during which the surcharge was in effect.” 

 
Under the Commission’s rules, 83 Ill. Adm. Code 656, qualifying plant additions 

must be replacements of existing plant items from four accounts that apply to 
transmission and distribution mains, services, meters and meter installations, and 
hydrants.  

 
Once QIP plant is included in rate base in a rate proceeding, it is removed from 

the QIP surcharge. 
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In this proceeding, the Commission Staff proposed various adjustments to the 
reconciliation, including the removal of items that did not replace existing plant items. 

 
The attached order would adopt the adjustments proposed by Staff.  Subject to 

those adjustments, the reconciliation would be approved. 
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