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PROPOSED ORDER 

 
By the Commission: 
 
 
 Aqua Illinois, Inc. ("Aqua") filed, with the Illinois Commerce Commission 
("Commission"), its Application for Approval of the Annual Reconciliation of its 
Purchased Water Surcharge for its Oakview Avenue service area in Joliet, Illinois, 
pursuant to 9-220.2 of the Public Utilities Act ("Act"), 220 ILCS 5/1-101 et seq., and III. 
Adm. Code 655 (“Part 655”). The reconciliation period was January 1, 2011 through 
February 27, 2012. 
 
 Pursuant to due notice, hearings were held in this matter before a duly 
authorized Administrative Law Judge of the Commission at its offices in Springfield, 
Illinois.  Appearances were entered by counsel for Aqua and by the Commission Staff 
(“Staff”).  Aqua presented the testimony of its Controller, Paul J. Hanley. Staff presented 
the testimony of Richard W. Bridal, II.  At the conclusion of the hearings, the record was 
marked “Heard and Taken.”  A draft order was filed by Aqua.  
 

Statutory Authority and Administrative Codes 
 
 Section 9-220.2 of the Public Utilities Act states, in part: 
 

 (a) The Commission may authorize a water or sewer utility to file a 
surcharge which adjusts rates and charges to provide for recovery of (i) 
the cost of purchased water, (ii) the cost of purchased sewage treatment 
service, (iii) other costs which fluctuate for reasons beyond the utility's 
control or are difficult to predict, or (iv) costs associated with an 
investment in qualifying infrastructure plant, independent of any other 
matters related to the utility's revenue requirement. A surcharge approved 
under this Section can operate on an historical or a prospective basis.  

… 
 (c) On a periodic basis, the Commission shall initiate hearings to 
reconcile amounts collected under each surcharge authorized pursuant to 
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this Section with the actual prudently incurred costs recoverable for each 
annual period during which the surcharge was in effect. 

 
 83 Illinois Administrative Code 655, Purchased Water and Sewage Treatment 
Surcharges, implements Section 9-220.2 of the Act. Some of those provisions are as 
follows:   
 

Section 655.10, Applicability, provides:  
 

a) A purchased water/sewage treatment surcharge shall be applied to 
water/sewer bills of customers of water/sewer utilities in the applicable 
rate zone for utilities having a purchased water/sewage treatment 
surcharge rider and information sheet in effect and on file with the Illinois 
Commerce Commission (Commission).  

 
b) A purchased water/sewage treatment surcharge shall be applied, during 

the effective month, in accordance with the provisions of this Part.  
 
c) Each purchased water/sewage treatment surcharge shall be determined in 

accordance with Section 655.40 of this Part. 
 

Section 655.30, Recoverable Purchased Water/Sewage Treatment Costs, 
provides:  
 

a) Costs recoverable through the purchased water/sewage treatment 
surcharge shall include the following:  

 
1) The cost of purchased water from an entity other than the utility 

(including wheeling or delivery charges);  
… 

 
b) Recoverable purchased water/sewage treatment costs shall be offset by 

the revenues derived from transactions at rates not subject to the 
purchased water/sewage treatment surcharge to the extent that costs 
incurred in connection with such transactions are recoverable costs under 
subsection (a) above. Subsection (a) shall apply to transactions subject to 
rates contained in tariffs on file with the Commission, in contracts entered 
into pursuant to such tariffs, and in any other contracts providing for 
purchased water/sewage treatment. 

 
Section 655.40, Determination of Purchased Water/Sewage Treatment 

Surcharge, contains formulas and other provisions applicable to the determination of 
surcharges. 
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Section 655.50, Annual Reconciliation, sets forth rules and procedures applicable 
to the Annual Reconciliation filing, including schedules and other documentation to be 
submitted and timelines to be followed. 

 
Section 655.60, Implementation, sets forth procedures and other requirements 

relating to implementation. 
 

Background; Evidence Presented by Aqua 
 
Aqua provides water and sewer public utility service to the public in certain areas 

of Kankakee, Vermilion, Will, Cook, Boone, Knox, Lake, DeKalb and Champaign 
Counties in the State of Illinois.  Aqua is a public utility within the meaning of Section 3-
105 of the Act. 

 
Aqua provides purchased water to one service area known as “Oakview” which 

serves approximately 100 customers in Joliet Township, Will County, Illinois.  The 
Oakview service area is part of Aqua’s consolidated University Park Water Division.  
Water for the Oakview area is purchased from the City of Joliet. The purchased water 
surcharge for the Oakview service area, which is assessed pursuant to Part 655, has a 
fixed customer charge and a variable usage charge billed monthly.  

 
In its testimony and exhibits, Aqua presented a detailed explanation of its 

procedures for the reconciliation of purchased water surcharge with respect to 
operations during the period of January 1, 2011 through February 27, 2012.  The actual 
fixed and variable costs components were obtained from the monthly invoices paid to 
the City of Joliet.  The costs recovered through the fixed and variable Purchased Water 
Surcharge were developed from Aqua’s billing ledgers and other records for each 
month in the reconciliation periods. 

 
Staff Position 

 
As explained by Staff, following the Order in Aqua’s rate case in Docket No. 

11-0436, Aqua filed tariffs which effectively eliminated the Purchased Water Surcharge 
for the Oakview service area.  In that proceeding, the cost of purchased water was 
included in base rates.  As such, effective with the compliance tariffs filed in accordance 
with the final Order in Docket No. 11-0436, the Purchased Water Surcharge previously 
applicable to the Oakview service area was eliminated.  Those tariffs became effective 
February 27, 2012. 

 
Schedule 1.1 (F) presents Staff’s adaptation of Aqua’s reconciliation of the 

components of the fixed charge for the Oakview service area in which the purchased 
water surcharge was administered for the period January 1, 2011, through February 27, 
2012.  Aqua over-recovered for the fixed components of its purchased water surcharge, 
resulting in an over-recovery balance of $698 which was refunded through the 2011-
2012 Purchased Water Surcharge Reconciliation Rider. 
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With respect to the variable charge, Schedule 1.1 (V) presents Staff’s adaptation 
of Aqua’s reconciliation of the components of the variable charge for the Oakview 
service area in which the purchased water surcharge was administered for the period 
January 1, 2011, through February 27, 2012.  Schedule 1.1 (V) shows that for the 
reconciliation period January 1, 2011 through February 27, 2012, Aqua under-recovered 
for the variable components of its purchased water surcharge.  The reconciliation 
results in $2,959 which was recovered through the Purchased Water Surcharge 
Reconciliation Rider. 

 
With regard to how the combined under-recovery resulting from this proceeding 

should be disposed of, Mr. Bridal stated that pursuant to the 2011-2012 Purchased 
Water Surcharge Reconciliation Rider tariff filed in compliance with the Commission’s 
Order in Docket No. 11-0258, Aqua was recovering the combined fixed and variable 
under-recovery amount at a rate of $22.82 per customer ($3.26 per customer per 
month) for the period June 1, 2012 through December 31, 2012.  Staff supports this 
approach, as it complies with Aqua’s governing 2011-2012 Purchased Water Surcharge 
Reconciliation Rider tariff. 

 
For any under/over recovery balance at December 31, 2012, Aqua will remit the 

over-recovery balance as a charitable contribution to the charity of its choice within 60 
days.  If at the conclusion of the application period an under-recovery balance remains, 
Aqua shall write off the under-recovery balance as bad debt within 60 days. 

 
Mr. Bridal also made certain recommendations, to which Aqua agrees, regarding 

the proposed elimination of the purchased water surcharge: 
 

Commission Conclusion, Findings and Ordering Paragraphs 
 

The Commission concludes that the reconciliation of Aqua’s purchased water 
surcharges for the period of January 1, 2011 through February 27, 2012 is reasonable 
and should be approved.  The reconciliation for Aqua’s Fixed Components and Variable 
Components is presented on Staff witness Bridal’s Schedule ICC Staff Exhibit 1.0, 
Schedules 1.1 (F) & (V), and in the Appendix to this Order.   

 
As indicated above, under Section 9-220.2(c) of the Act, only prudently incurred 

costs are ultimately recoverable through the surcharge process under 83 Ill. Adm. Code 
655.  Aqua maintains that there are no other systems in the area that could provide 
water service to the Oakview Avenue Service area on a more cost-effective basis than 
provided currently by Aqua, and that it would be capital intensive, and uneconomical, to 
build a water supply system for this particular area.  According to Aqua, the purchase of 
water from the City of Joliet, by means of the existing interconnection and infrastructure, 
represents the most cost-effective means of supplying the Oakview Avenue customers.   

 
The Commission finds that for the reconciliation period of January 1, 2011 

through February 27, 2012, Aqua’s purchased water were prudently incurred.  The 
Commission also finds that the reconciliation of Aqua’s purchased water surcharges 
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with purchased water costs prudently incurred for the period, including the Fixed 
Components and Variable Components, is reasonable and should be approved as 
presented on Staff Exhibit 1.0R, Schedule 1.1 (F) and (V) and in the Appendix to this 
Order. In future reconciliation filings, Aqua shall continue to present testimony 
addressing the prudency of its water procurement decisions.  

 
Based on Mr. Bridal’s recommendations, the Commission also finds that Aqua 

shall (1) in the event an over-recovery balance remained as of December 31, 2012, 
remit the over-recovery balance remains as a charitable contribution to the charity of its 
choice within 60 days of this Order; (2)  in the event an under-recovery balance remains 
as of December 31, 2012, write off the under-recovery balance as bad debt within 60 
days of this Order; and (3)  file with the Commission, within 90 days, with a copy being 
sent to the Manager of Accounting, a report and supporting schedules which document 
the monthly refund or recovery of the Reconciliation Charge, and the final disposition of 
any over-recovery or under-recovery balance. 

 
This finding does not reach the question of whether any such charitable 

contribution is recoverable through rates pursuant to the standards in 220 ILCS 5/9-227, 
and no presumptions are created with respect thereto. 
 

Findings and Ordering Paragraphs 
 
 The Commission, having reviewed the entire record, is of the opinion and finds 
that: 
 

(1) Aqua is a corporation that furnishes water utility service to the public in 
portions of the Illinois and, as such, is a public utility within the meaning of 
Section 3-105 the Act; 

(2) the Commission has jurisdiction over the parties hereto and the subject 
matter hereof; 

(3) the facts recited and conclusions reached in the prefatory portion of this 
Order are supported by the record and are hereby adopted as findings of 
this Order; 

(4) the reconciliation of Aqua’s purchased water surcharges with purchased 
water costs prudently incurred for the period of January 1, 2011 through 
February 27, 2012, including the Fixed Components and Variable 
Components, is reasonable and should be approved as presented on Staff 
Exhibit 1.0R, Schedule 1.1 (F) and (V) and in the Appendix to this Order; 

(5) Aqua shall comply with the determinations made in the Commission 
Conclusions set forth; this finding does not reach the question of whether 
any such charitable contribution is recoverable through rtes pursuant to 
the standards in 220 ILCS 5/9-227, and no presumptions are created with 
respect thereto. 
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 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
reconciliation of Aqua’s purchased water surcharges with purchased water costs 
prudently incurred for the period of January 1, 2011 through February 27, 2012, 
including the Fixed Components and Variable Components, as presented on Staff 
Exhibit 1.0R, Schedule 1.1 (F) and (V) and in the Appendix to this Order, is approved. 
 

IT IS FURTHER ORDERED that Aqua shall comply with Finding No. 5 above.  
 
 IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 
 

DATED:  May 13, 2013 
 
 
 

Larry M. Jones 
Administrative Law Judge 


