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Q. Please state your name. 1 

A. Kevin F. Hillen. 2 

Q. Please state your business address. 3 

A. 1000 Internationale Parkway, Woodridge, Illinois 60517. 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by Illinois-American Water Company (“Illinois-American” or 6 

“IAWC” or “Company”) as the Operations Superintendent for the Chicago-Metro 7 

service area. 8 

Q. Please summarize your responsibilities in such position. 9 

A. I am responsible for managing the day-to-day budget, and aspects of the 10 

distribution operation and production operations of the Chicago-Metro service 11 

area. 12 

Q. Please give a summary of your work experience. 13 

A. I was employed by Northern Illinois Water Company as the Vice-President-14 

Distribution from 1996 until 1999.  In 1999, after Northern Illinois Water Company 15 

merged with Illinois-American, I was appointed the Network Operations Manager 16 

for the Peoria service area.  In 2005, I accepted the Operations Manager of Field 17 

Services position for the Chicago-Metro service area.  I transitioned to 18 

Operations Superintendent in 2010.  19 

Q. Please discuss your educational and professional background. 20 

A. I earned a Bachelor’s Degree in Civil Engineering from the University of Illinois in 21 

1983.  I am a registered professional engineer in the State of Illinois. 22 
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Q. Are you a member of any professional organizations? 23 

A. Yes.  I am a member of the American Water Works Association and the 24 

American Society of Civil Engineers. 25 

Q. Have you testified before any regulatory agencies with respect to 26 

regulatory matters? 27 

A. Yes.  I testified before the Illinois Commerce Commission (“Commission”) in the 28 

Company’s last purchased water and sewage treatment reconciliation 29 

proceeding, Docket No. 09-0151. 30 

Q. What is the purpose of your testimony? 31 

A. The purpose of my testimony is to address the operational issues of Non-32 

revenue Water (“NRW”), Unaccounted for Water (“UFW”) and Unbilled 33 

Authorized Consumption (“UAC”) in this reconciliation filing. Additionally, I will 34 

discuss the tracking of UAC in a future reconciliation year.  35 

Non-Revenue Water and Unbilled Authorized Consumption 36 

Q. Please explain the definition of NRW. 37 

A. NRW is the overall difference between the quantity of water delivered to the 38 

distribution system (system delivery) and the quantity of water sold to customers 39 

from which revenue is derived (sales).  NRW includes both water uses that can 40 

be identified and accounted for (including water used by the utility for main 41 

flushing and within its own facilities, as well as water used by municipalities for 42 

fire-fighting, street cleaning, sewer main flushing, etc.), and water uses that 43 

cannot be accounted for, such as leakage or main breaks  44 

Q. Please explain the definition of UAC?  45 
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A.  UAC is water “…actually used –but is not metered and billed- for various known 46 

purposes such as hydrant and main flushing, street cleaning  and fire 47 

fighting”(Final Order for 09-0151 at 24). Other typical UAC uses include, but are 48 

not limited to, production and water quality monitoring, water quality flushing, 49 

sewer flushing and cleaning, storage tank inspection and cleaning, and municipal 50 

use from fire hydrants. 51 

Q. Please describe UFW, and further explain how the Company’s tariffs define 52 

this term? 53 

A. UFW is a subset of NRW – it is the measure of water produced that does not 54 

reach customers and is not otherwise accounted for.  The current level of UFW 55 

for each area is equal to the difference between system input volume that is not 56 

sold to customers and unbilled authorized consumption.   57 

The Commission-approved tariffs formally define UFW as “the amount of 58 

water that enters the Company’s distribution system and is not used for sales to 59 

customers or for other known purposes as determined by meter measurement or, 60 

where no meter reading is available, by reasonable estimation procedures.” 61 

(Affirmed at Final Order for Docket No. 09-0151 at 23) 62 

Q. What is the overall relationship between NRW, UFW and UAC?   63 

A.  NRW is the summation of UFW and UAC, and UFW and UAC are separate and 64 

distinct.  This was affirmed by the Commission in the 2008 reconciliation case 65 

(Final Order for 09-0151 at 24) which stated:  66 

Having reviewed the record, the Commission first finds it 67 
reasonable to draw a distinction between unaccounted-for water 68 
and unbilled-authorized water, as urged by Staff and IAWC. 69 

 70 
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Staff reasonably characterizes UFW “as the difference between 71 
water system input volume and authorized consumption: i.e., water 72 
that has for practical purposes, been lost.”  (Staff Reply Brief at 2)   73 
By contrast, unbilled-authorized water is not water that has been 74 
“lost” due to leaks, main breaks or other causes. Rather, unbilled-75 
authorized water is actually used -- but is not metered and billed -- 76 
for various known purposes such as hydrant and main flushing, 77 
street cleaning and fire fighting. 78 

Q.  Has the Company historically tracked UAC? 79 

A. No.  Because the Company has not historically fully tracked all forms of 80 

authorized consumption, such as unbilled consumption for water used for 81 

firefighting, street cleaning and main flushing, the Company estimates unbilled 82 

authorized consumption in accordance with the American Water Works 83 

Association (“AWWA”) M36 Manual.  The M36 Manual provides that, based upon 84 

the findings of numerous water audits worldwide, a default value of 1.25% is a 85 

reasonable estimate of unbilled authorized consumption. 86 

Q. Has the Company used the AWWA M36 Manual estimate of unbilled 87 

authorized consumption in any other proceedings before the Commission? 88 

A. Yes.  The Company used the AWWA M36 Manual estimate of unbilled 89 

authorized consumption in support of the Company’s 2007 reconciliation, Docket 90 

No. 08-0218, and again in the Company’s 2008 reconciliation, Docket No. 09-91 

0151. 92 

In the 2007 reconciliation case, an ICC Staff witness testified that, “I 93 

believe it is reasonable to use the quantity of 1.25% of water supplied as an 94 

estimate of the amount of unbilled authorized consumption. As stated by the 95 

Company, the American Water Works Association (“AWWA”), in its M36 Manual 96 

- Water Audits and Leak Detection, considers the use of 1.25% of the quantity of 97 
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water provided to a water system to be an acceptable amount to use as an 98 

estimate of unbilled authorized consumption.”  (Docket No. 08-0218, ICC Staff 99 

Exhibit 3.0, Rebuttal Testimony of William H. Atwood, Jr., P.E., 94 - 99)  Mr. 100 

Atwood went on to explain that UAC should not be considered UFW.  “I agree 101 

with the Company that unbilled authorized consumption should not be 102 

considered a component of UFW.  The Company clearly references the definition 103 

of UFW contained in its Purchased Water Surcharge Rider tariff.  This definition 104 

excludes from UFW, water that is used for known purposes and that can be 105 

determined by reasonable estimation procedures where no meter reading is 106 

available.  Since unbilled authorized consumption is water used for known 107 

purposes such as firefighting, water main flushing, sewer main flushing, and 108 

street cleaning, and it can be determined by a reasonable estimate procedure, it 109 

is not a component of UFW.” (Id., 107 - 115)   110 

The Commission clearly agreed with the Company and Staff.  In the Final 111 

Order, the Commission stated, “The Commission concurs with IAWC that the AG 112 

and Homer Glen are in error.  The Commission also agrees with Staff that 113 

adoption of the 1.25% adjustment from the AWWA M36 manual is reasonable 114 

and that since unbilled authorized consumption in this case was determined to 115 

have resulted from firefighting, main flushing and street cleaning, and can be 116 

determined by reasonable estimation procedures, it is not a component of UFW. 117 

(Staff Exh. 3.0 at 5).” (Order, Docket No. 08-0218)   118 

The use of 1.25% for unbilled authorized consumption has been 119 

discussed in another proceeding before the Commission, Docket No. 07-0425, 120 
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the proceeding to establish UFW limits for the purchased water districts in the 121 

Chicago Metro District.  The Company offered the testimony of Fred Ruckman, 122 

who testified with regards to the use of 1.25% for unbilled authorized 123 

consumption.  The order in Docket No. 07-0425 stated: 124 

Mr. Ruckman stated that Earth Tech evaluated each Purchased 125 
Water Surcharge Rider rate area to determine both the current level 126 
of UFW and an ultimate target level of UFW. The current level of 127 
UFW for each area is equal to the difference between water system 128 
input volume and authorized consumption. Because the Company 129 
has not historically tracked all forms of authorized consumption, 130 
such as unbilled consumption for water used for firefighting, street 131 
cleaning and water main flushing, Mr. Ruckman explained that 132 
Earth Tech estimated unbilled authorized consumption in 133 
accordance with the American Water Works Association (“AWWA”) 134 
M36 Manual. The M36 Manual provides that, based upon the 135 
findings of numerous water audits worldwide, a default value of 136 
1.25% is a reasonable estimate of unbilled authorized consumption. 137 
Earth Tech then determined an ultimate target level of UFW based 138 
on the “economic level of leakage” for each area. 139 

In addition to Mr. Ruckman’s testimony, the Company also submitted a 140 

copy of the Earthtech study for each of sixteen purchased water areas 141 

(“Earthtech Studies”).  The referenced Earthtech Studies, in addition to 142 

discussing the AWWA Manual M36 value of 1.25% (see for example, Docket 07-143 

0425, IAWC Exhibit FLR 1.7, p. 5), also state: 144 

In addition to consideration of the AWWA Manual provisions, Illinois 145 
American Water Company reviewed data from 34 Pennsylvania 146 
water districts where accurate tracking of unbilled authorized 147 
consumption is now available. The average percentage of unbilled 148 
authorized consumption in these districts was 1.34 percent. After 149 
using existing American Water data to verify the AWWA M36 150 
manual estimate, Illinois American Water Company adopted the 151 
AWWA default percentage of 1.25 percent for unbilled authorized 152 
consumption. 153 

Q.  Has the Commission directed the Company to track UAC? 154 
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A.    Yes.  The  Commission, in its Final Order for the 2008 Reconciliation Case 155 

(Docket No 09-0151, at 26), directed the Company to attempt to track UAC for 156 

the 2013 purchased water reconciliation year, as stated :   157 

 . . . IAWC is directed to work with the Staff of the 158 
Commission’s Water Department to develop appropriate methods 159 
of tracking unbilled-authorized water consumption for a one-year 160 
period….   In light of the alleged difficulty in tracking usage outside 161 
of IAWC’s control, the Commission authorizes IAWC to develop, in 162 
conjunction with Staff, estimation procedures for unbilled authorized 163 
consumption that is outside IAWC’s control or is otherwise difficult 164 
to verify.  Further, in order to properly match the one-year tracking 165 
period with the next applicable corresponding reconciliation year, 166 
the Commission orders the tracking period to begin on January 1, 167 
2013.  The results of this tracking shall be presented as part of the 168 
reconciliation case for that year.   169 

Q. Has the Company met with the Commission Water Department Staff  170 

(“Staff”) to review the methodology for tracking UAC? 171 

A. Yes.  Company representatives have met with Staff to review a proposed 172 

tracking methodology and a data template for each service area. This template 173 

includes the various UFW categories for each purchased water service area, 174 

which will roll up to a composite UFW for the purchased water areas in the 175 

district. This methodology was implemented beginning January 1, 2013.  The 176 

results of this undertaking will be presented in the reconciliation for 2013. 177 

Q.  What concerns does the Company still have about tracking various 178 

components of UFW?  179 

A.  It is recognized by the industry that tracking water used from hydrants for 180 

activities such as main flushing and hydrant inspection, street sweeping, sewer 181 

flushing and cleaning, and fire fighting/training activities is, at best, an estimation 182 

process.  Particularly, tracking the authorized consumption of water used by 183 
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outside entities requires their consistent commitment to properly estimate, 184 

record, and report this water use.  There is no incentive for outside entities to 185 

provide usage information.  Given the challenges in obtaining accurate 186 

information from certain outside consumers of water, the Company still believes it 187 

will be difficult to provide a fully traceable tracking of UAC.  188 

Q. Is the use of 1.25% for unbilled authorized consumption as described in the 189 

AWWA M36 Manual still appropriate for this reconciliation? 190 

A. Yes.  As previously stated, unbilled authorized consumption is water used for 191 

known purposes such as firefighting, water main flushing, sewer main flushing, 192 

and street cleaning.  It can be determined by a reasonable estimate procedure as 193 

outlined by AWWA M36 and it is not a component of UFW.  Therefore it should 194 

be included in the calculation of the recoverable cost of water.   195 

  As this reconciliation proceeding precedes the formal tracking of UAC 196 

ordered to begin in 2013, the previously approved Commission methodology 197 

using an industry accepted 1.25% for UAC remains in effect and is applicable to 198 

this proceeding.   199 

Q. Does this conclude your testimony?  200 

A. Yes. 201 


