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Q. Please state your name. 1 

A. Brian W. LaGrand 2 

Q. Please state your business address, telephone number and e-mail address. 3 

A. 727 Craig Road, St. Louis, Missouri 63141, telephone 314-996-2357, e-mail: 4 

brian.lagrand@amwater.com. 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed by American Water Works Service Company (“AWWS”) as Manager – 7 

Corporate Finance.  AWWS is a subsidiary of American Water Works Company, Inc. 8 

(“American”) that provides shared services to American’s water utility subsidiaries. 9 

Q. Please summarize your higher education. 10 

A. I received a Masters of Business Administration from Washington University in St. Louis, 11 

with a concentration in Finance, and a Bachelor of Science in Business Administration, 12 

from the University of Dayton, with a major in accounting.  After graduation from the 13 

University of Dayton, I was licensed in Ohio as a Certified Public Accountant. 14 

Q. Have you participated in additional educational activities? 15 

A. Yes.  I have attended the Utility Rate Seminar sponsored by the National Association of 16 

Regulatory Utility Commissioners (“NARUC”) Water Committee and have participated in 17 

various continuing education programs sponsored by my former employers and by 18 

AWWS. 19 

Q. Please summarize your employment experience. 20 

A. After graduation from the University of Dayton, I was employed as an auditor by J.D. 21 

Cloud and Associates.  After graduating from Washington University, I was employed 22 

for two years with May Department Stores in the Capital Planning & Analysis 23 
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department.  Thereafter, I spent ten years with Anheuser-Busch Companies in various 24 

roles in Corporate Treasury, Business Development and Marketing.  I joined AWWS in 25 

my current capacity in June 2010. 26 

Q. Have you previously testified before this Commission in other proceedings? 27 

A. No. 28 

Q. Have you testified before any other regulatory commissions? 29 

A. Yes.  I have testified before the Missouri Public Service Commission, and I have 30 

participated in regulatory matters in California. 31 

Q. Please summarize your responsibilities as Manager – Corporate Finance. 32 

A. My responsibilities as Manager – Corporate Finance primarily involve evaluating 33 

potential investments made by American and its subsidiaries. 34 

Q. Are you generally familiar with the business, facilities and the operations of 35 

Illinois-American Water Company (“Illinois-American” or the “Company”) in each 36 

of its divisions? 37 

A. Yes.   38 

Q. Are you generally familiar with the books and records of Illinois-American? 39 

A. Yes. 40 

Q. What is the purpose of your testimony in this proceeding? 41 

A. The purpose of my testimony is to address the rate, financial, and accounting aspects of 42 

the acquisition of the City of Grafton (“Grafton”) water system and expansion of the 43 

Company’s certificated area.  Mr. Jeffrey Kaiser, Vice President of Engineering for 44 

Illinois-American, will testify to other aspects of this transaction. 45 
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Q. What rates, rules and regulations will be applicable to customers within the area 46 

requested to be certificated in this proceeding? 47 

A. Those customers will be subject to the tariff rates, rules, and regulations on file from 48 

time to time and applicable to the Zone 1 District of Illinois-American. 49 

Q. Please compare the proposed rates to Grafton’s existing rate structure. 50 

A. Based upon information from Grafton, the Company believes that the current average 51 

monthly water bill for 6,000 gallons of monthly water usage is $49.80.  Under the current 52 

rates in effect for IAWC’s Zone 1 District, the average water bill after the acquisition for 53 

6,000 gallons will be $50.45, as shown on Exhibit 1.01.     54 

Q. Will any of the Company’s tariffs be revised to reflect the addition of Grafton? 55 

A. No 56 

Q. Is Illinois-American capable of financing the proposed asset purchase without 57 

significant adverse financial consequences for the utility or its customers? 58 

A. Yes.  Illinois-American has access to all of the necessary funds to support its purchase 59 

of these assets through its parent, American Water Works Company. 60 

Q. How does Illinois-American propose to finance the acquisition? 61 

A. Payment of such funds will be initially financed with internally generated funds and/or 62 

short-term debt.  To the extent short-term debt is required, permanent financing 63 

ultimately will be provided through a combination of long-term debt and equity capital. 64 

Q. Have you performed an analysis of the revenue needed to support the additional 65 

investment in Grafton’s water system assets? 66 

A. Yes.  Attached as Exhibit 1.02 is a schedule estimating additional annual revenues from 67 

Grafton customers of $344,638.  This amount of revenue is sufficient to cover the 68 

additional estimated operating expenses associated with Grafton and support the 69 

investment in the Grafton assets of $1,800,000 as detailed in Exhibit 1.03.  The 70 
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estimated revenue requirement for the Grafton system is $266,574, which is $78,064 71 

less than the estimated revenues.  This translates into a benefit of approximately $0.026 72 

per month to each current Zone 1 customer.  Therefore, acquisition of the Grafton water 73 

system assets provides a small financial benefit to Illinois-American’s existing 74 

customers.  Over time, integration of the Grafton system into the Zone 1 District will 75 

continue to benefit Illinois-American customers through economies of scale and 76 

spreading of fixed costs over a larger customer base. 77 

Q. Please discuss the proposed accounting treatment for the acquisition. 78 

A. Attached is Exhibit 1.04, which shows the proposed journal entry to record the 79 

acquisition.  The entry proposes recording the original cost of the Utility Plant in 80 

Accounts 304, 331 and 334, offset by Accumulated Reserve in Account 108.  The 81 

$1,800,000 payment for the assets is a credit to Account 131-Cash.  Any remaining 82 

difference between the net book value of the assets and the purchase price will be 83 

considered a contribution and will be captured with a credit to Account 271 Contributions 84 

in Aid of Construction.    85 

Q. Please generally describe how you arrived at the original cost information on 86 

Exhibit 1.04. 87 

A. Illinois-American obtained information regarding Grafton’s water system assets through 88 

a review of recent financial statements, and discussions and correspondence with City 89 

personnel. Grafton’s current water utility assets are primarily comprised of distribution 90 

system assets installed between 2008 and 2012.  Some system improvements were 91 

completed in 1995.  The Company received sufficient information from Grafton to 92 

determine the original cost of assets 93 
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Q. How did you compute Accumulated Depreciation of Utility Plant Assets, as shown 94 

on Exhibit 1.04? 95 

A. Accumulated Depreciation is based on estimated depreciation rates used by the City.   96 

The resulting cumulative composite rate was then applied to the original cost of the 97 

utility plant assets to arrive at imputed accumulated depreciation, as shown on Exhibit 98 

1.04. 99 

Q. Does this conclude your testimony? 100 

A. Yes, it does. 101 


