
Docket No. 12-0390 
ICC Staff Exhibit 1.0 

 Direct Testimony 
 

Of 
 

Thomas Q. Smith 
 
 
 

Water Engineering Program 
 

Safety and Reliability Division 
 

Illinois Commerce Commission 
 
 
 

Illinois-American Water Company 
 

Supplemental Application for Temporary Certificate of Public Convenience 
and Necessity and Application for Certificate of Public Convenience and 

Necessity of Illinois-American Water Company Pursuant to Section 8-406 
of the Public Utilities Act 

 
 
 

Docket No. 12-0390 
 
 

November 7, 2012



Docket No. 12-0390 
ICC Staff Exhibit 1.0 

 1 

WITNESS  IDENTIFICATION  AND  BACKGROUND 1 

Q.  Please state your name and business address.  2 

A.  My name is Thomas Q. Smith.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701.  4 

 5 

Q. Please describe your present position and related responsibilities.  6 

A.  I am presently employed as an Economic Analyst in the Water Engineering 7 

Program of the Safety and Reliability Division of the Illinois Commerce 8 

Commission (“ICC” or the “Commission”).  My responsibilities include reviewing 9 

and analyzing tariff filings related to rates, rules, regulations, and conditions of 10 

service for water and sewer service; reviewing applications for certificates of 11 

public convenience and necessity; reviewing information regarding the prudence 12 

of Qualifying Infrastructure Plant (“QIP”) investment costs; conducting 13 

inspections of the records and the physical facilities of water and sewer public 14 

utilities; reviewing requests for general increases in rates for water and sewer 15 

service; reviewing tariff filings related to purchased water surcharge riders and 16 

information sheets; reviewing tariff filings related to QIP surcharge riders and 17 

information sheets; reviewing applications for approval of proposed 18 

reorganizations; and presenting expert witness testimony in docketed 19 

proceedings before the Commission.  Prior to my transfer to the Water 20 

Engineering Program, formerly known as the Water Department of the Financial 21 

Analysis Division , I served as an auditor in the Commission’s Accounting 22 

Department.  23 
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Q. Please describe your background and professional qualifications. 24 

A. I received a Bachelor of Arts Degree in Accounting from Michigan State 25 

University.  I am a Certified Public Accountant in Illinois, Michigan, and 26 

Wisconsin.  My prior experience includes seven years as an auditor with the 27 

Michigan Public Service Commission.  Subsequently, I was employed by 28 

Wisconsin Southern Gas Company in the initial capacity of Senior Accountant - 29 

Rate Specialist and later as Controller. 30 

 31 

Q. Have you previously testified before regulatory bodies? 32 

A. Yes, I have testified on many occasions before the Illinois Commerce 33 

Commission, the Michigan Public Service Commission, and the Public Service 34 

Commission of Wisconsin.  During my career, I have testified regarding revenue 35 

requirement, accounting, cost of capital, cost of service, rate design, and 36 

operational issues. 37 

 38 

PURPOSE  OF  TESTIMONY 39 

Q. What is the purpose of this proceeding? 40 

A. The purpose of this proceeding is to consider Illinois-American Water Company’s 41 

(“IAWC”, “Illinois-American”, or the “Company”) Application for a Certificate of 42 

Public Convenience and Necessity (“Certificate”) to provide water service in 43 

Whiteside County, primarily in and around the City of Sterling, Illinois, pursuant 44 

to Section 8-406 of the Illinois Public Utilities Act (“Act”), 220 ILCS 5/8-406. 45 

 46 
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Q. What is the purpose of your testimony?  47 

A. The purpose of my testimony is to provide Staff’s position regarding the 48 

Company’s Application.  I will provide a general discussion of the proposed 49 

certificated service area, along with the general requirements and conditions for 50 

receiving a Certificate.  I will discuss the specific requirements for issuing a 51 

Certificate as set forth in Section 8-406 of the Act.  I will address the size of the 52 

proposed certificated service area and why the Company is requesting a 53 

Certificate at this time.  I will discuss applicable Rules, Regulations, and 54 

Conditions of Service tariffs and the rates that are proposed for customers in the 55 

proposed certificated service area. 56 

 57 

Q. What information have you reviewed with respect to IAWC’s request in the 58 

instant proceeding? 59 

A. I have reviewed the Company’s Application, including all Exhibits attached 60 

thereto; the Direct Testimony of IAWC witness Jeffery T. Kaiser, IAWC Exhibit 61 

1.00; the Company’s Supplemental Application, including all Exhibits attached 62 

thereto; and the Supplemental Direct Testimony of Jeffery T. Kaiser, IAWC 63 

Exhibit 1.00SUPP.  In addition, I have inspected the area for which IAWC is 64 

requesting a Certificate, along with the water facilities that will serve the area, 65 

and the Company’s responses to various data requests. 66 

 67 

GENERAL  DISCUSSION 68 

Q. What is the status of the Company’s request for a temporary Certificate? 69 
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A. On June 12, 2012, the Company requested a temporary Certificate under 70 

Section 8-406(e) of the Act to provide water service to one customer, Cimco 71 

Recycling Sterling, Inc. (“Cimco”), which is contiguous to the Company’s current 72 

certificated service area in the City of Sterling, Illinois.  That request was granted 73 

by Interim Order of the Commission dated August 21, 2012.  The temporary 74 

Certificate and the Company’s authority to serve Cimco will expire on August 21, 75 

2013. 76 

 77 

Q. Do you believe it is necessary for the Commission at this time to separately 78 

consider serving Cimco from the Company’s request for a Certificate to 79 

provide water service within its proposed consolidated certificated service 80 

area? 81 

A. No, I do not.  The Company’s Supplemental Application, filed July 20, 2012, 82 

requests that the Commission define the Company’s service territory and grant it 83 

authority to serve customers, including Cimco, in that territory.  Because Cimco 84 

is receiving service, and because its requirements as one customer are small 85 

compared with the requirements of all other customers, there are no issues that 86 

are applicable to Cimco that are not also applicable to the Company’s other 87 

customers located in the area to be served under the requested Certificate. 88 

  89 

Q. Please discuss the area for which the Company is requesting a Certificate. 90 

A. IAWC indicates in Mr. Kaiser’s testimony, IAWC Exhibit 1.00SUPP on pages 2 91 

and 3, that the Company’s current certificated service area, rather than being 92 
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clearly defined by legal description or maps, is described in the Order in Docket 93 

No. 99-0418 as the area in and about Sterling.  According to Mr. Kaiser, the 94 

Company is applying in this proceeding to define its service area precisely as 95 

illustrated in Exhibit C of the Supplemental Application, a map, and as defined in 96 

Exhibit D of the Supplemental Application, a written description of the proposed 97 

consolidated certificated service area.  In my opinion, the Company is requesting 98 

a service area generally described as the City of Sterling and various parcels 99 

around and abutting the City of Sterling in Whiteside County.  In any case, the 100 

Company is already serving the customers in the area for which it is requesting a 101 

Certificate. 102 

 103 

Q.  Are you familiar with the water system and service area for which IAWC is 104 

requesting a Certificate?   105 

A.  Yes, I am generally familiar with the water system.  I recently inspected the water 106 

system and generally viewed the current and proposed certificated service area. 107 

 108 

Q. Does the Company’s Sterling District water facilities have adequate 109 

capacity to serve the proposed certificated service area, in your opinion? 110 

A. Yes, it does.  Mr. Kaiser in IAWC Exhibit 1.00SUPP, page 3, testifies, “This area 111 

will be served by existing treatment facilities which have a rated treatment facility 112 

capacity of 4.2 mgd. In 2011, the average day demand was 1.55 mgd; the 113 

maximum day demand was 1.9 mgd.”  I agree that the Company has adequate 114 
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capacity to serve the demand of the customers in the proposed certificated 115 

service area. 116 

 117 

Q. What additional costs will be incurred by IAWC as a result of this 118 

Application? 119 

A. Because the proposed certificated service area will be served by assets and 120 

facilities currently owned by IAWC, the only additional cost to IAWC according to 121 

the Company’s response to ICC Staff Data Request TQS 1.1 is a de minimis 122 

cost of $439 for a water meter to serve Cimco.  Additional cost of facilities 123 

needed to serve Cimco will be incurred by Cimco. 124 

 125 

Q. Will the Company be acquiring any easements to provide water service to 126 

the proposed consolidated certificated service area? 127 

A. Based on my knowledge of the circumstances surrounding service to be 128 

provided to Cimco and the fact that the Company is applying to clarify its service 129 

area with no intent to serve new customers at this time, as discussed in its 130 

applications in this Docket, it is my expectation that no easements will be 131 

required at this time.  If easements are needed in the future, IAWC represented 132 

in its Supplemental Application that it will comply with the requirements of 83 Ill. 133 

Adm. Code Part 300.   134 

 135 

Q. Does IAWC have an Agricultural Impact Mitigation Agreement with the 136 

Illinois Department of Agriculture? 137 
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A. Yes.  The Company entered into the Agricultural Impact Mitigation Agreement 138 

with the Illinois Department of Agriculture on November 23, 1992.  On pages 3 139 

and 4 of IAWC Exhibit 1.00SUPP, Mr. Kaiser explains that the Company’s 140 

request will have no immediate impact on the use of current agricultural land. 141 

 142 

Q. Are there municipalities, water districts, or other utilities in or near the 143 

proposed certificated service area that could provide water service? 144 

A. Yes.  As indicated in IAWC Exhibit 1.00SUPP, page 2, the Cities of Sterling and 145 

Rock Falls are within 1-1/2 miles of the proposed certificated service area.  146 

However, neither city, nor any water district, is currently providing water service 147 

in the proposed certificated service area. 148 

 149 

According to the Supplemental Application, as required by 83 Ill. Adm. Code 150 

200.150(b), IAWC has served a copy of the Application on each municipality 151 

located partly or wholly within the proposed certificated service area, or with a 152 

corporate boundary that is within one and one-half miles of the proposed 153 

certificated service area. 154 

 155 

CERTIFICATE  REQUIREMENTS  (SECTION 8-406  OF THE ACT) 156 

Q. Please explain what the requirements are for a public utility to receive a 157 

Certificate to construct facilities and/or to provide service to an area. 158 

A. Section 8-406(b) of the Act, states in part: 159 

The Commission shall determine that proposed construction will 160 

promote the public convenience and necessity only if the utility 161 
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demonstrates: (1) that the proposed construction is necessary to 162 

provide adequate, reliable, and efficient service to its customers and 163 

is the least-cost means of satisfying the service needs of its 164 

customers…; (2) that the utility is capable of efficiently managing 165 

and supervising the construction process and has taken sufficient 166 

action to ensure adequate and efficient construction and supervision 167 

thereof; and (3) that the utility is capable of financing the proposed 168 

construction without significant adverse financial consequences for 169 

the utility or its customers. 170 

 171 

 172 

Q. Has IAWC demonstrated that the provision of water service to customers 173 

within the proposed certificated service area is necessary? 174 

A. Yes.  As discussed above, there are no municipalities or water districts currently 175 

providing water service in the proposed certificated service area.  As also 176 

discussed above, IAWC is currently providing water service to customers outside 177 

its current certificated service area.  On page 3, of IAWC Ex. 1.00SUPP, Mr. 178 

Kaiser testified that the City of Sterling is planning future development on the 179 

western portion of the Rock River in the proposed certificated service area.  On 180 

page 3, of IAWC Ex. 1.00, Mr. Kaiser notes that Cimco and the Sterling Fire 181 

Department requested that IAWC provide water service to Cimco for public 182 

safety reasons.   183 

 184 

Q. Is the provision of water service by IAWC the least-cost means of providing 185 

water service to customers in the proposed certificated service area? 186 

A. Yes.  As discussed above, there are no municipalities or water districts currently 187 

providing water service in the proposed certificated service area.  As also 188 

discussed above, IAWC is already providing water service to customers in the 189 
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proposed certificated service area.  The proposed certificated service area is 190 

contiguous to IAWC’s current certificated service area.   191 

 192 

Q. Is IAWC capable of efficiently managing and supervising the provision of 193 

water service to customers in the proposed certificated service area? 194 

A. Yes.  IAWC is the largest investor-owned water utility in Illinois and has many 195 

years of experience managing and operating this type of water system.  IAWC 196 

and its predecessors have been operating and managing the water system in 197 

Sterling since 1926.  IAWC is familiar with the operation of the Sterling District 198 

water system and its customers.   199 

 200 

Q.  Are you expressing an opinion on the financial resources of IAWC relative 201 

to its ability to construct water facilities and serve the needs of the 202 

customers in the proposed certificated service area?  203 

A.  No, I am not.  No new construction will be necessary to provide water service to 204 

Cimco.  Since the Company is not expanding its system, the financial resources 205 

of IAWC are not at issue in this proceeding. 206 

 207 

Q. Do you believe that IAWC has met the requirements of Sections 8-406(b)(1) 208 

and (2) of the Act? 209 

A. Yes, I believe that IAWC has met the requirements of Sections 8-406(b)(1) and 210 

(2) of the Act. 211 
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PROPOSED  CERTIFICATED  SERVICE  AREA 212 

Q. What is the total acreage the Company is requesting to be certificated? 213 

 A. IAWC, according to IAWC Exhibit 1.00SUPP, pages 3 and 4, is requesting that 214 

approximately 4,500 previously certificated acres be recertified and that 215 

approximately 5,800 of new acres be certificated, for a total of approximately 216 

10,300 acres in and around the City of Sterling in Whiteside County. 217 

 218 

Q. Do you agree with the Company’s request to certify the entire 10,300 acre 219 

area? 220 

A. Yes, I do.  The Company is currently serving this area, there are no other entities 221 

interested in serving the current or new areas, and it is logical that the Company 222 

be granted a Certificate to provide water service to the entire 10,300 acre area. 223 

 224 

Q. Do you have any other recommendations concerning the proposed 225 

certificated service area? 226 

A. Yes.  The Company has requested a proposed certificated service area that 227 

encompasses currently certificated land along with a proposed expanded area.  I 228 

recommend that all of the Company’s previously approved Certificates for the 229 

Sterling District, including the Certificate approved in Docket No. 99-0418, be 230 

cancelled. 231 

 232 
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RATES,  RULES,  REGULATIONS,  AND  CONDITIONS  OF  SERVICE  233 

TARIFFS 234 

Q. What Rates, Rules, Regulations, and Conditions of Service tariffs for water 235 

service does the Company propose be applicable to customers within the 236 

proposed certificated service area? 237 

A. The Company, on page 4 of Mr. Kaiser’s Supplemental Direct Testimony, 238 

proposes that customers be subject to “the tariff rates, rules and regulations on 239 

file from time to time and applicable to the Sterling District of IAWC.”  Because 240 

they have been approved by the Commission, I agree with the Company’s 241 

proposal to apply these identified tariffs to the customers to be served in the 242 

proposed certificated service area. 243 

 244 

RECOMMENDATIONS 245 

Q. What are your recommendations to the Commission with respect to IAWC’s 246 

Application for a Certificate? 247 

A. I recommend that the Commission: 248 

1. Issue a Certificate to IAWC to provide water service in the area 249 

illustrated in Exhibit C, a map, and as defined in Exhibit D, a written 250 

description of the proposed certificated service area, as attached to 251 

the Company’s Supplemental Application; 252 

 253 

2. Find that IAWC has met the requirements of Sections 8-406(b)(1) 254 

and (2) of the Act.  255 

 256 

3. Find that customers in the proposed certificated service area shall 257 

be subject to the Rates, Rules, Regulations, and Conditions of 258 

Service tariffs for water service on file with the Commission and 259 

applicable to the Sterling District of IAWC; and  260 
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4. Cancel all previously approved Certificates for the Company’s 261 

Sterling District, including the Certificate approved in Docket No. 262 

99-0418. 263 

 264 

 265 

CONCLUSION 266 

Q. Does this conclude your prepared direct testimony? 267 

A. Yes, it does. 268 


