
 
 

 

 
Mary Selvaggio 
Manager of Accounting 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, Illinois 62701 
 
 
Re: ILL.C.C. Docket Nos. 11-0561 through 11-0566 (consol.) 
 Compliance filing on October 12, 2012 
 Retirement Policy  
 
October 31, 2012 
 
 
Dear Ms. Selvaggio: 
 
We are in receipt of your correspondence dated October 17, 2012 and offer the following response. 
 
Issue #1:  The Retirement Policy is not in compliance with Accounting Instruction 27,  Utility Plant 

– Additions and Retirements in the Uniform System of Accounts for Water Utilities Operating in Illinois 
 
Response: The Company’s new accounting software, including the fixed asset system, allows for 
retirements to be made based on the specific original costs for those projects that are greater than $50,000 and 
are longer than 30 days in duration.  The Company will use specific original costs whenever possible for 
retirements.  Specific identification of retirements may create a loss for a prudent abandonment or early 
retirement, and the Company understands these will be expensed unless Commission approval is sought to 
create a regulatory asset. 
 
However, the Company will still continue to use an estimate to determine a retirement amount when it is 
impractical to use the specific identification method.  Examples include: 
 

• The plant being retired is old. 

• Plant was acquired through an acquisition and records were not available. 

• Original costs are not easily identifiable. The plant being retired cannot be specifically identified due 
to the conglomerate nature of the assets.  
 
 

Issue #2: The Retirement Policy does not adequately address capitalized labor (“cap 

time”).  
 
Response: When the Company uses an estimate (i.e., Handy Whitman Index) to determine a retirement 
amount and the original cost of the new asset does not include capitalized time the Company will include a 
gross up factor added to the retirement calculation to account for capitalized time.  The gross up factor will be 
based on the ratio of the total amount of capitalized time charged to plant, excluding capitalized time 
specifically identifiable to a capital project, over utility plant additions, excluding plant addition that are 
attributable to projects wherein capitalized time has been assigned. The gross up factor, based on 12 months of 
data ended September 2012, is 17%. 
 
The Company does not have an employee on staff with the technical expertise to make this adjustment to our 
accounting systems.  Therefore, the Company will be meeting with external consultants to make the necessary 
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changes.  At these meeting the Company will require that the external consultant prepare a proposal for the 
modification to our systems.  Within 60 days, the Company will report back to Staff as to progress it made 
attempting engage an external consults and any further information it can gather the external consultant. 
 


