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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 19, 2012 
 
SUBJECT: Illinois-American Water Company ("IAWC") 
 
 Proposed general increase in water and sewer rates. 
 
STATUS: An Order was served on September 20, 2012.  
 
RELIEF SOUGHT: Application for Rehearing filed by the People of the State of 

Illinois by the Attorney General of the State of Illinois (“AG”) 
on October 18, 2012. 

 
RECOMMENDATION: Denial of the Application for Rehearing. 
 
 

The AG’s application for rehearing in Docket No. 11-0767, filed yesterday, 
addresses three issues. 

 
Under “Current Rate Case Expense,” the AG argues that “charges related to 

internal Service Company expenses should not be included in rate case expense as 
regulatory support costs are already included in Service Company charges.” (AG 
application at 4) This “double-counting” issue was previously considered in the 
testimony, briefs and Order in Docket No. 11-0767, and the AG does not indicate that it 
is seeking an opportunity to present additional evidence. 

 
Under “Consolidated Federal Tax Return,” the AG disagrees with findings in the 

Order “related to federal income tax bonus depreciation deductions.” (Id. at 4-6)  This 
issue was previously addressed in the testimony, briefs and Order in Docket No. 11-
0767, and the AG does not indicate that it is seeking an opportunity to present 
additional evidence. 

 
The other issue is “Prior Rate Case Expense.” (Id. at 1-4) The AG asks the 

Commission to grant rehearing to reconsider unamortized prior rate case expenses of 
$212,939, included in IAWC’s revenue requirement in Docket No. 11-0767, that contain 
unrecovered amounts previously approved in IAWC’s rate case in Docket No. 09-0319.  
Such unamortized balances occur because test-year rate case expenses include only a 
ratable portion of such expenses based on the expected life of the rates. The 
unamortized balance, if any, is then recovered in subsequent rate proceedings.  
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The AG argues that in light of the Appellate Court’s decision in People ex rel 

Madigan v. Illinois Commerce Commission, 2011 IL App (1st) 101776, 964 N.E.2d 510 
(December 9, 2011), which was an appeal of the Commission’s Order in Docket No. 09-
0319, the unamortized amount included in Docket No. 11-0767 requires further review.  
In the cited decision, the Court remanded the matter to the Commission for further 
consideration of the amount of IAWC’s legal and expert fees in rate case expense, 
based on the Court’s determination that the record and Commission's conclusion in 
Docket No. 09-0319 lacked sufficient detail to comply with Section 9-229 of the Public 
Utilities Act. 

 
 The AG also states that on September 26, 2012, IAWC’s Petition for Leave to 
Appeal was denied by the Illinois Supreme Court. 
 
 In my opinion, the AG’s rehearing request on this issue is problematic because 
the AG did not raise this issue in its testimony, briefs or brief on exceptions in Docket 
No. 11-0767.  That is, the issue was not raised until the rehearing application was filed.  
As noted above, the decision on which the AG relies was issued in 2011. 
 
 It is my recommendation that the rehearing application be denied. 
 

The 20-day deadline for Commission action on the AG’s application is November 
7, 2012. 

 
I would also note that the 30-day period for filing a rehearing application has not 

yet expired. 
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