
Docket No.:  10-0366 
Meeting Date: 04-09-13 
Deadline:  None 

M E M O R A N D U M________________________________________________ 
 
TO: The Commission 
 
FROM: Larry Jones, Administrative Law Judge 
 
DATE: March 27, 2013 
 
SUBJECT: Illinois Commerce Commission,  
  On Its Own Motion 
    
 Management Audit of Illinois-American Water Company 

(“IAWC”) to consider the costs of services obtained from its 
Service Company. 

 
RECOMMENDATION: Entry of the attached order concluding the instant 

proceeding, subject to the “continuing applicability” 
provisions of the Initiating Order, as proposed by the parties. 

 
 
 This matter was held at the March 27, 2013 Regular Open Meeting and is 
being resubmitted for the April 9, 2013 Regular Open Meeting.  No changes have 
been made. 
 
 In Docket No. 09-0319, IAWC’s proposed general increase in water and sewer 
rates, the Commission entered a rate Order on April 13, 2010 and an Amendatory 
Order on May 5, 2010.   
 

In the Amendatory Order, the Commission found, in part, “that a management 
audit is of benefit and necessary in evaluating whether the [American Water Works] 
Service Company’s fees assessed to [its affiliate] IAWC, are in fact provided on a lower 
of cost or market basis.” The Commission directed that a management audit be 
conducted pursuant to Section 8-102 of the Public Utilities Act. 

 
Thereafter, the Commission entered an Order Initiating Management Audit 

(“Initiating Order”), initiating the instant docket.  Among other things, the Initiating Order 
established the procedure for the Commission Staff (“Staff”) to engage an independent 
auditor to conduct the Audit and the time period for conducting the Audit and preparing 
the final Audit report. 

 
Staff undertook an RFP process to identify and engage an independent auditor 

to perform the Audit.  As a result of that process, NorthStar Consulting Group 
(“NorthStar”) was engaged to perform the Audit.  The Final Audit Report prepared by 
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NorthStar was filed with the Commission in early 2012.  Subsequently, a modified 
public version was filed by agreement of the parties, which are IAWC, Staff and the 
Illinois Attorney General.  The modified public version significantly reduces the amount 
of content designated as confidential.  

 
The parties to the case now jointly propose that the proceeding be concluded, 

subject to the continuing applicability of paragraph 7 on page 4 of the Initiating Order. 
That paragraph provides: 

 
Process of moving Audit findings/results into evidentiary record in 

future proceedings, permissible bases for party litigation about what may 
be admitted into evidentiary record: 
 
a. Parties to any subsequent proceeding in which the Audit results are 
presented may contest the validity and correctness of Audit findings and 
their rate case revenue requirement impacts, but may not object to the 
Auditor’s report becoming part of the evidentiary record. 

 
b. Staff and all parties in any subsequent proceeding in which the 
Audit results are presented may introduce evidence from their own 
witnesses in addressing or contesting the Auditor’s evidence.   
 
The attached order would conclude the instant proceeding as requested by the 

parties, subject to the continuing applicability provisions set forth in the Initiating Order. 
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