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ORDER ON REMAND 

 
By the Commission: 
 
I. PROCEDURAL BACKGROUND; STATUTORY AUTHORITY 
 
 On May 29, 2009, Illinois-American Water Company (“IAWC” or “the Company”) 
filed tariffs with the Illinois Commerce Commission (“Commission”) in which it proposed 
a general increase in water and sewer rates pursuant to Section 9-201 of the Public 
Utilities Act (“Act”), 220 ILCS 5/9-201.  The proposed tariffs were suspended, thereby 
initiating the instant docket.  Various parties filed intervening petitions, which were 
granted, including the People of the State of Illinois, by Lisa Madigan, Attorney General 
for the State of Illinois (“AG”).    
 

The Commission entered a rate Order on April 13, 2010 and an Amendatory 
Order on May 5, 2010.  On page 80 of the April 13, 2010 Order, the Commission found 
IAWC’s requested level of rate case expense of $2,339,496 to be just and reasonable 
within the meaning of Section 9-229 of the Act, 220 ILCS 5/9-229.  The Commission 
found, in part: 
 

Regarding other rate case expenses, including legal expenses, the 
Commission agrees with the conclusion of Staff, which entered into 
evidence numerous data request responses it reviewed in its assessment 
of fees to attorneys and technical experts, that the Company‘s rate case 
expenses are just and reasonable within the meaning of Section 9-229 of 
the Act, 220 ILCS 5/9-229. The record shows that the services were 
reasonably necessary in the preparation and presentation of the case, and 
that the Company undertook reasonable measures to control the costs. 
Thus, while lowering rate case expenses is a desirable goal, the record 
supports the inclusion, rather than disallowance, of the expenses 
proposed by IAWC. 

 Section 9-229 of the Act, “Consideration of attorney and expert compensation as 
an expense,” provides: 
 

The Commission shall specifically assess the justness and 
reasonableness of any amount expended by a public utility to compensate 
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attorneys or technical experts to prepare and litigate a general rate case 
filing. This issue shall be expressly addressed in the Commission's final 
order. 

220 ILCS 5/9-229. 
 
 Several parties filed applications for rehearing of certain findings in the 
Commission’s April 13, 2010 and May 5, 2010 Orders, including IAWC and the AG.  
The Commission denied all applications for rehearing on June 3, 2010. 
 
 On June 30, 2010, the AG filed a Notice of Appeal with the Commission and a 
Petition for Review in the Appellate Court of Illinois for the First Judicial District.  Among 
other issues, the AG sought appellate review of the Commission’s finding on rate case 
expense, on the basis that the Commission failed to properly assess IAWC’s 
expenditures for attorney and expert fees in its written order, pursuant to Section 9-229 
of the Act.  IAWC filed a Cross-Appeal of the Orders. 
 
 On December 9, 2011, the Appellate Court issued its Opinion.  See People ex 
rel. Lisa Madigan v. Ill. Commerce Comm’n, 2011 IL App (1st) 101776 (Dec. 9, 2011); 
357 Ill. Dec. 831.  The Commission’s findings were upheld, except with respect to the 
Commission’s rate case expense finding under Section 9-229.  The Court held, “Under 
our interpretation of section 9-229, the Commission’s conclusion lacked sufficient detail 
to comply with the statute.  Accordingly, we remand the order to the Commission for 
additional findings on the issue of legal and expert fees as required under section 9-229 
of the Public Utilities Act.” Id. ¶ 50.  The Court expressly made “no finding as to the 
amount of attorney and expert fees requested . . . .” Id.  ¶ 51.  The Court also noted that 
“cases regarding an award of attorneys fees can provide guidance to the Commission 
and the parties to comply with section 9-229.” Id.  ¶ 52.  It “point[ed] the Commission to 
other cases involving an award of attorney fees, in which the party seeking attorney 
fees must specify (1) the services performed, (2) by whom they were performed, (3) the 
time expended, and (4) the hourly rate charged.”  Id. ¶ 51.  On December 7, 2012, the 
Mandate of the Appellate Court was issued to the Commission, initiating the instant 
remand proceeding.   
 
 Pursuant to due notice, status hearings were held in the remanded proceeding 
before a duly authorized Administrative Law Judge of the Commission at its offices in 
Springfield, Illinois on January 30, 2013 and March 8, 2013.  An evidentiary hearing was 
held thereafter on March 20, 2013.  At the status and evidentiary hearings, respective 
counsel entered appearances on behalf of IAWC, the Commission Staff (“Staff”) and the 
AG.  No other appearances were entered. 
 
 IAWC submitted the testimony and accompanying exhibits of Rich Kerckhove, 
Manager, Rates and Regulation for American Water Works Service Company (“Service 
Company”) (IAWC Exs. 1.00-RM – 1.09-RM, 1.00R-RM – 1.01R-RM).  Staff submitted 
the testimony of Christopher Boggs, a Rate Analyst in the Rates Department of the 
Financial Analysis Division of the Commission (ICC Staff Ex. 15.0); Sheena Kight-
Garlisch, a Senior Financial Analyst in the Finance Department of the Financial Analysis 
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Division of the Commission (ICC Staff Ex. 16.0); and Mike Ostrander, an Accountant in 
the Accounting Department of the Financial Analysis Division of the Commission (ICC 
Staff Ex. 17.0).   
 
 At the close of the evidentiary hearing, the record was marked “Heard and 
Taken.” Thereafter, an “Agreed Draft Order on Remand” was filed.  The transmittal letter 
states that it was being filed “as agreed to by Illinois-American Water Company, the 
Commission’s Staff, and the Office of the Attorney General.” 
 
II. DOCKET NOS. 11-0711 AND 11-0767 
 
 On November 2, 2011, pursuant to its May 24, 2011 Final Order in Docket No. 
10-0467, the Commission issued an Order initiating a rulemaking proceeding to develop 
a policy for assessing the justness and reasonableness of the attorney and expert 
witness fees in rate case expense as required by Section 9-229.  See Docket No. 11-
0711, Initiating Order (Nov. 2, 2011).  The rulemaking proceeding, Docket No. 11-0711, 
was not pending at the time IAWC filed its petition for a general rate increase in this 
docket, nor at the time the Commission issued is April 13, 2010 and May 5, 2010 
Orders in this docket.   
 

At the time of this Order on Remand, Docket No. 11-0711 remains pending.  It is 
unknown when it will be completed and when such rules will become effective.  
Accordingly, the Appellate Court’s Mandate establishes what the Commission must do 
in this remand proceeding -- namely, provide “additional findings,” as discussed above. 
 
 On October 27, 2011, IAWC filed tariffs with the Commission in which it proposed 
a general increase in water and sewer rates pursuant to Section 9-201 of the Act. The 
filing was suspended, initiating Docket No. 11-0767.  Staff and the AG also participated 
in that proceeding.  The Commission issued its Final Order in Docket No. 11-0767 on 
September 19, 2012.  The Commission’s Final Order in that docket authorized and 
directed IAWC to file new tariff sheets in accordance with the findings in that Order.  It 
further ordered that upon the effective date of the new tariff sheets to be filed pursuant 
to the Order, the tariff sheets presently in effect for water and sewer service rendered by 
IAWC pursuant to the Commission’s Orders in Docket No. 09-0319 would be 
permanently canceled and annulled.   
 
III. EVIDENCE SUBMITTED BY THE PARTIES ON REMAND 
 

A. IAWC’s Testimony and Exhibits on Remand 
 
 On remand, IAWC submitted the direct testimony and exhibits of Rich 
Kerckhove, Manager, Rates and Regulation for American Water Works Service 
Company (IAWC Exs. 1.00-RM – 1.09-RM).  Mr. Kerckhove testified he has extensive 
rate case experience.  Based on that experience, Mr. Kerckhove is familiar with the 
rates charged by counsel and consultants in rate cases, the level and scope of work 
anticipated, and resultant budgeted level of expense.   
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 Mr. Kerckhove attached to his direct testimony copies of IAWC’s Schedules C-10 
(First Revised) and C-10.1 (IAWC Exs. 1.01-RM; 1.02-RM).  As discussed more fully 
below, Mr. Kerckhove then addressed, for each legal and expert expense amount 
included on IAWC’s Schedule C-10 (First Revised), the four factors the Appellate Court 
suggested as “guidance” to the Commission in complying with Section 9-229.  He also 
explained why, in the context of those factors, IAWC’s originally approved level of each 
expense is reasonable.  In so doing, Mr. Kerckhove referenced supporting 
documentation either in the evidentiary record of the original proceeding or which was 
provided in discovery in the original proceeding but not entered into evidence.  Mr. 
Kerckhove attached the latter documentation as exhibits to his testimony on remand, 
and, as stated, those exhibits were entered into the record at the evidentiary hearing.   
 
 Mr. Kerckhove concluded that his testimony and the supporting documentation 
provide the Commission the additional record information it needs to comply with the 
Appellate Court’s Mandate and to make additional findings supporting the projected 
level of rate case expense it approved in its April 13, 2010 Order.  He stated that the 
rate case expense evidence IAWC submitted in Docket No. 11-0767 is similar to the 
information and documentation IAWC provided in this remand proceeding.  The 
information provided in Docket No. 11-0767 permitted the Commission to make detailed 
findings related to the recovery of rate case expense compliant with Section 9-229.  Mr. 
Kerckhove also concluded that the amounts IAWC projected to compensate its legal 
and technical experts in this docket are, as the Commission previously found, just and 
reasonable. 
 

1. IAWC’s Rate Case Expense Generally 
 
 Mr. Kerckhove explained that IAWC’s projected level of rate case expense of 
$2,339,496, reflected on IAWC Schedule C-10 (First Revised) (IAWC Ex. 1.01-RM), 
includes legal fees and expenses, internal preparation expenses, the expense 
associated with an independent audit of the test year projections, the expense for 
certain consultants whose testimony and other rate case work was necessary to support 
the filing, and the cost of several studies requisite to the filing.  He testified that this level 
of expense does not include costs related to the rehearing and appeals processes for 
this docket, even though those are appropriate and common processes.   
 
 According to Mr. Kerckhove, IAWC’s rate case costs that are typically incurred in 
each rate case filed by the Company (such as legal fees and expenses) are amortized 
over two years, which is the amount of time the proposed rates are expected to be in 
effect; the costs of certain studies (such as a depreciation study) are amortized over five 
years, which reflects that those studies are not expected to be presented in the 
Company’s next rate case filing.  Mr. Kerckhove explained that the projected rate case 
expense amount in Docket No. 09-0319 also included the unamortized amount of rate 
case expense from IAWC’s prior rate case, Docket No. 07-0507, to be included in the 
test year in Docket No. 09-0319.  He stated that Schedule C-10.1 (IAWC Ex. 1.02-RM) 
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shows a comparison between the rate case expense incurred in that docket and the 
projected expense in the instant one, broken down by each component of the expense. 
 
 Mr. Kerckhove testified that in planning and budgeting for the preparation and 
litigation of this rate case, IAWC sought to incur only prudent and reasonable rate case 
expenses.  In doing so, IAWC considered: (1) selecting outside counsel and expert 
consultants with extensive experience both in Illinois rate cases and related 
proceedings, and in IAWC and other American Water subsidiary proceedings; (2) the 
appropriate scope of work, hours to be expended and resulting costs for outside 
counsel and expert consultants; (3) hourly rates that are just and reasonable in light of 
the market rates for experienced counsel and consultants; (4) matters reasonably 
expected to be involved in the rate case and their complexity; (5) ensuring cost effective 
use of Service Company personnel to provide rate case support services where 
necessary; and (6) the extensive work involved in prosecuting a rate case, including 
discovery, preparation of testimony, preparation at evidentiary hearings, briefing, oral 
argument, compliance with the Commission’s final order, and preparation of any 
compliance filings.  
 

Additionally, Mr. Kerckhove explained that the Company negotiated “not-to-
exceed” agreements with its outside counsel and other expert consultants to ensure that 
their bills would remain within budgeted amounts.  Finally, he explained IAWC reviewed 
the invoices submitted to it for this rate case by its outside legal counsel and consultants 
to ensure that they contained adequate descriptions of the work performed and no 
unreasonable amounts of time were billed for particular tasks, as is done for all invoices 
submitted to IAWC by its outside legal counsel and consultants.  Mr. Kerckhove testified 
that as a result of these considerations and processes, IAWC’s projected total level of 
rate case expense reflects prudent, just and reasonable projections for the cost of the 
work of outside legal counsel and expert consultants on the preparation and litigation of 
this rate case.  

 
Mr. Kerckhove attached to his rebuttal testimony as IAWC Exhibit 1.01R-RM, for 

the sake of completeness of the record on remand, the Company’s responses to the 
Staff data requests issued during the remand proceeding. 
 

2. Legal Fees and Expenses 
 
 Mr. Kerckhove stated the total estimated level of legal fees and expenses was 
$930,000.  He explained that the legal services performed included all legal services 
required to prepare and prosecute a rate case.  Those services included, but were not 
limited to, strategic guidance on the approach to the rate case filing; assistance in the 
preparation of direct testimony and schedules in preparation for filing and review of the 
same; review of discovery responses; drafting discovery to intervening parties; motions 
practice; assistance in the preparation of responsive rebuttal and surrebuttal testimonies 
and review of the same; review and analysis of Staff and intervenor direct and rebuttal 
testimonies; preparation for and attendance at status hearings and the evidentiary 
hearing; preparation of post-hearing briefing; and preparation for and attendance at oral 
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argument.  Mr. Kerckhove explained the legal invoices attached to his testimony as 
IAWC Exhibit 1.03-RM identified, for the period from pre-filing through IAWC’s rebuttal 
testimony, the services that were performed by each outside attorney on each day.  He 
stated the services performed also are reflected throughout the docket of this 
proceeding -- namely the testimony, motions and briefs filed in the case and the 
transcripts of hearings and oral argument reflecting counsel’s participation in status 
hearings, the evidentiary hearing and oral argument.  
 
 Mr. Kerckhove stated that attorneys from the law firms of Jones Day, and Boyd J. 
Springer, LLC, performed the legal services.  Mr. Kerckhove testified that the attorneys 
are accomplished and experienced regulatory attorneys who have represented the 
Company in previous rate cases and other dockets before the Commission, and for 
whose services the Commission previously has approved recovery of the associated 
expense. They also have extensive experience in representing other Illinois utilities 
before the Commission, including, between them, participation in dozens of Illinois rate 
cases. The legal invoices contained in IAWC Exhibit 1.03-RM identify the specific 
individuals performing the services, as does the Commission’s service list for the case. 
 
 Mr. Kerckhove explained that the legal invoices also showed the time expended 
for legal services through September 2009.  He noted that the issues presented in this 
case were complex and the case featured three separate Commission-ordered studies 
(a demand study, a cost of service study, and Service Company cost study, which also 
included a self-provision study and a Belleville Lab study).  As such, Mr. Kerckhove 
believes the proceeding warranted extensive legal services and associated time.  
 
 Mr. Kerckhove explained that the legal invoices attached to his testimony also 
identified each attorney’s hourly rate.  He testified that those hourly rates are 
commensurate with those of regulatory attorneys with similar levels of experience and 
with the market rates of attorneys in the Midwest region, generally, citing IAWC Ex. 
11.01 (Service Company Cost Study).  Importantly, Mr. Kerckhove explained, both 
Jones Day and Mr. Springer agreed to “not-to-exceed” fee arrangements for 
prosecution of the case through the final order, as reflected in data request responses 
(AG 1.17, AG 1.17-R1) included in IAWC Exhibit 1.03-RM.  According to Mr. Kerckhove, 
those “not-to-exceed” arrangements ensured that the projected level of rate case legal 
fees was accurate and gave IAWC a level of certainty in the amount it would actually 
expend for legal services.  
 
 Mr. Kerckhove concluded, based on his experience, that IAWC’s projected level 
of legal fees and expenses of $930,000 is reasonable.  He explained that this level of 
expense reflects the requisite attorney hours necessary to prepare for and prosecute 
the rate case as estimated by IAWC’s legal counsel, which in turn reflects that counsel’s 
past experience in representing IAWC in rate case proceedings, including the 
Company’s prior rate case, Docket No. 07-0507. Further, he explained, the projection is 
based on “not-to-exceed” agreements between IAWC and its outside counsel which 
were intended to ensure that the level of legal costs as estimated by outside counsel 
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was reliable and that the amounts actually incurred for legal services through the 
issuance of the final order were consistent with the projection.   
 

Mr. Kerckhove noted the amount shown for Legal Fees and Expense on 
Schedule C-10.1 (IAWC Ex. 1.02-RM) represents a 7% reduction from the amount 
actually incurred in Docket No. 07-0507.  He further explained the projected legal 
expenses also are reasonable because, as shown by the invoices and data request 
responses contained in IAWC Exhibit 1.03-RM -- the actual rate case invoices for legal 
work performed through September 2009, when IAWC filed its rebuttal testimony in this 
docket -- show an amount expended of approximately $542,000.  Thus, even before the 
work was performed on surrebuttal, preparation for and attendance at hearing and oral 
argument, and post-hearing briefing, IAWC already had incurred nearly 60% of its 
projected rate case legal expense amount.  Mr. Kerckhove said IAWC Exhibit 1.03-RM 
contains additional data request responses that further support the reasonableness of 
this expense.  In addition, he stated that the docket filings noted above, testimony, 
motions and briefs, and the transcripts of hearings and oral argument, as well as 
explanations of rate case legal expense in the testimony of IAWC witnesses Mr. Edward 
Grubb and Mr. Tyler Bernsen (IAWC Exs. 5.00R2, pp. 2-3; 7.00R2, pp. 3-5; 7.00SR, pp. 
3-5), provide further documentary support for the reasonableness of the expense. 
 

3. Revenue Requirement 
 
 Mr. Kerckhove stated the level of expense identified as “Revenue Requirement” 
on Schedules C-10 (First Revised) and C-10.1 represents the incremental cost of 
Service Company and temporary personnel to prepare the rate case filing and respond 
to data requests.  Mr. Kerckhove testified that although he is not an attorney, he does 
not believe this expense represents attorney or technical expert time under Section 
9-229 and, as such, is outside the purview of the Appellate Court’s Mandate.  However, 
for the sake of completeness, Mr. Kerckhove addressed this rate case expense 
component. 
 
 Mr. Kerckhove explained, as indicated in the data request responses included in 
IAWC Ex. 1.04-RM, that this projected expense represents Service Company and 
temporary personnel time spent preparing the revenue requirement and testimonies, 
responding to data requests, participating in hearings, providing analyses during the 
case, and preparing the final tariffs.  He explained that IAWC determined the projected 
level of Revenue Requirement expense by estimating the number of hours expected to 
be expended by Service Company personnel and multiplying it by the respective 
employees’ rates, including overheads.  He stated that  the data request responses 
included in IAWC Exhibit 1.04-RM (AG 1.17, AG 1.17-R1) reflect the actual hours 
worked by various Service Company employees and temporary personnel, at their 
respective hourly rates, related to the filing. 
 
 Mr. Kerckhove concluded that the projected level of Revenue Requirement 
expense is reasonable.  He pointed out, as shown in the data request response 
included in IAWC Exhibit 1.04-RM (LHW 5.01), the Revenue Requirement expense 
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estimate represents a 34% decrease from the amount included in the prior rate case.  
Additionally, he stated that the Service Company Cost Study (IAWC Ex. 11.01) 
demonstrates hourly rates for Service Company personnel are lower than market rates.  
 

4. CPA Review 
 
 Mr. Kerckhove stated that the projected level of expense related to the CPA 
review was $48,700.  The services related to this expense were associated with the 
audit of IAWC’s original future test year forecast, as required by Section 285.7000 of the 
Commission’s Rules.  He testified that Kerbed, Eck & Braeckel, LLC ("KEB"), a firm of 
certified public accountants with experience in Illinois regulatory matters in general and 
IAWC matters in particular, performed the services.  The specific services KEB provided 
are detailed in the firm’s engagement letter, included in IAWC Exhibit 1.05-RM.  He 
further noted that IAWC’s Schedule G-2, the “Financial Statements and Independent 
Accountants’ Report” prepared by KEB, provides additional evidence of the services 
performed related to the expense.  KEB’s original filing engagement letter identifies the 
partner responsible for the services, as well as the expected time expended for those 
services and the related partner and clerical hourly rates, calculated to a “not-to-exceed” 
estimate of $48,700.  He noted that IAWC Exhibit 1.05-RM also includes invoices for the 
services performed. 
 
 Mr. Kerckhove testified that the projected level of CPA Review expense is 
reasonable.  He explained that the test year forecast audit is required by Section 
285.7000 of the Commission’s Rules; thus, it was necessary to the filing in this 
proceeding. He further explained that the $48,700 projected cost for the CPA review 
was 47% less than the amount actually incurred by IAWC in its prior rate case, Docket 
No. 07-0507. Further, Mr. Kerckhove pointed out that the firm retained to audit IAWC’s 
test year forecast performed the audit in IAWC’s previous rate case and has experience 
with Illinois regulatory matters in general and IAWC matters in particular.  Mr. 
Kerckhove stated that Schedule G-2, prepared by KEB, and IAWC Exhibit 1.05-RM, 
which includes data request responses related to the CPA Review expense, provide 
additional support for the reasonableness of the expense. He also noted that the 
Service Company Cost Study (IAWC Ex. 11.01) provides support for the 
reasonableness of the CPA hourly rates underlying the expense. 
 

5. Rate of Return Consultant 
 
 Mr. Kerckhove stated the projected level of fees and expenses for IAWC’s Rate 
of Return Consultant was $52,760.  The services provided related to the expense 
included analysis of the Company’s capital structure and cost of equity capital, 
development of a recommendation regarding an appropriate rate of return on common 
equity, preparation of testimony, exhibits and, as necessary, data request responses 
and hearing attendance.  The invoices and data requests included in IAWC Exhibit 
1.06-RM reflect the services provided by Ms. Pauline Ahern of AUS Consultants, 
IAWC’s rate of return consultant, as does the testimony Ms. Ahern submitted in the 
proceeding and the accompanying exhibits (IAWC Exs. 8.00 (Revised); 8.00R1; 8.00; 
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R2; 8.00SR.)  The data request responses included in IAWC Exhibit 1.06-RM (AG1.17, 
AG 1.17-R1) identify the fixed rate agreed to between Ms. Ahern and IAWC for the 
preparation of Ms. Ahern’s direct testimony and exhibits. That exhibit also identifies the 
hourly rates for additional services, including preparation of rebuttal and surrebuttal 
testimonies, data request responses, hearing attendance and other post-filing services, 
and the time expended on those services. 
 
 Mr. Kerckhove testified that the $52,760 projected level of expense is 
reasonable.  He noted it represents only a slight increase over the actual expense of 
$48,800 incurred by IAWC related to the same consultant in its prior rate case, Docket 
No. 07-0507.  Further, he pointed out that Ms. Ahern’s professional qualifications make 
evident she has significant experience performing rate of return analyses for regulated 
utilities and for IAWC specifically, citing IAWC Exhibit 8.00 (Revised), pp. 1-3 and Appx. 
A (Ms. Ahern’s qualifications).  Moreover, Mr. Kerckhove noted, despite that significant 
experience, the level of expense for her services was based on hourly rates that are 
consistent with the market rates for accounting services and which are less than the 
market rates for cost of equity consultants, as evinced by the Service Company Cost 
Study (IAWC Ex. 11.01).  Mr. Kerckhove stated IAWC Exhibit 1.06-RM includes 
additional data request responses that further support the reasonableness of the Rate 
of Return Consultant expense. 
 

6. Demand Study 
 
 Mr. Kerckhove explained, as discussed by IAWC witnesses Ms. Karla O. Teasley 
(IAWC Ex. 1.00, pp. 13-15), Mr. Grubb (IAWC Ex. 5.00 (Revised), pp. 12-28), Mr. Paul 
R. Herbert (IAWC Ex. 9.00, pp. 3-4), and Mr. J. Rowe McKinley (IAWC Ex. 13.00, p. 4), 
that the Commission’s Order in Docket No. 07-0507 required IAWC to perform a 
Demand Study and a Cost of Service Study (“COSS”) in its next rate case, and to 
address several matters related to the design of the Company’s rates.  To address 
those issues, the Commission initiated a rate design investigation in Docket No. 08-
0463, requiring IAWC to provide updated demand factors for each rate area in which a 
rate increase was proposed in Docket No. 07-0507, to provide a COSS, and to 
investigate its rate design.  Thus, Mr. Kerckhove explained, a Demand Study was 
prepared in Docket No. 08-0463 providing updated demand factors for each of the 
Company’s rate areas.  When the instant case was filed, the Commission dismissed the 
Docket No. 08-0463 proceeding.  For purposes of developing the cost of service, the 
demand factors used in Docket No.  08-0463 were used in this docket and the Demand 
Study report prepared in Docket No. 08-0463 was updated for this case.  
 
 Mr. Kerckhove stated the projected level of expense for the Demand Study was 
$143,000.  He explained the invoices included in IAWC Exhibits 1.03-RM and 1.07-RM 
reflect the services performed by IAWC’s outside counsel and consultants related to the 
Demand Study.  He pointed out that further explanations of the services rendered in 
connection with the study are set forth in the testimony of IAWC witnesses Mr. Grubb 
and Mr. McKinley (IAWC Exs. 5.00 (Revised); 13.00; 13.00SUPP; 13.00R1; 13.00R2; 
13.00SR).  Also, the “Report on Capacity Factors by Customer Class” and the 
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“Customer Class Demand Study, Scope of Study” (IAWC Exs. 13.01 (Revised); 13.02) 
reflect the work undertaken related to the Demand Study.  Mr. Kerckhove stated that the 
testimony and accompanying exhibits submitted by Mr. McKinley in this proceeding, 
identified above, and his data request responses, provide additional evidence of the 
services provided related to the expense.   
 

The invoices included in IAWC Exs. 1.03-RM and 1.07-RM also show who 
performed services in connection with the Demand Study.  In addition to the services of 
legal counsel discussed above, Black & Veatch Corporation (“B&V”) prepared the 
Demand Study and Mr. McKinley, a Principal Consultant for B&V, provided testimony 
and other rate case support, such as preparing data request responses, related to the 
Demand Study.  Data request responses included in IAWC Exhibit 1.07-RM (AG-1.17, 
AG 1.17-R1) show that a fixed fee for preparation of the Demand Study was agreed 
upon, as was an hourly rate for additional services provided in connection with the rate 
case, including the preparation of rebuttal and surrebuttal testimony, data request 
responses, attendance at hearings and other, post-filing rate case work.  In addition, the 
invoices included in IAWC Exhibits 1.03-RM and 1.07-RM reflect the time expended 
related to the study and the attendant cost. 
 
 Mr. Kerckhove testified that the projected level of Demand Study expense is 
reasonable.  He explained the Commission ordered IAWC to conduct the Demand 
Study in its Docket No. 07-0507 Order.  Pursuant to that Order and the one in Docket 
No. 08-0463, the study was necessary.  Further, Mr. Kerckhove stated that due to the 
increased scope of the study ordered by the Commission, the increase in the Demand 
Study expense in this docket relative to that in Docket No. 07-0507 is reasonable.  In 
addition, IAWC asserts, as explained in the data request responses included in IAWC 
Exhibit 1.07-RM attached to his testimony, the Demand Study is a type of study rarely 
performed in the water industry, and few consultants have experience and expertise 
performing this type of work.  Mr. Kerckhove explained that IAWC interviewed multiple 
consultants to determine their capabilities in this area and determined that B&V had the 
staff with the appropriate expertise and was capable of completing the work within the 
required schedule.   
 

Further, he explained, Mr. McKinley was selected due to his expertise and prior 
experience in the preparation of water demand studies, citing IAWC Exhibit 13.00, pp. 
1-3 (Mr. McKinley’s qualifications).  Finally, Mr. Kerckhove stated that the Service 
Company Cost Study (IAWC Ex. 11.01) shows the Demand Study expense is based in 
part on an hourly rate that is consistent with the market rate for consultants.  He stated 
IAWC Exhibit 1.07-RM contains additional data request responses that provide further 
support for the reasonableness of the expense. He also testified that the testimony Mr. 
McKinley submitted in this proceeding and accompanying exhibits, the explanation for 
the Demand Study provided by provided Ms. Teasley, Mr. Grubb, Mr. Herbert and Mr. 
McKinley, and the Demand Study report and Scope of Work (IAWC Exs. 13.01 
(Revised); 13.02) demonstrate the value received by IAWC related to the Demand 
Study work and the reasonableness of the associated expense. 
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7. Cost of Service Study 
 
 Mr. Kerckhove explained that the Commission’s Order in Docket No. 07-0507 
required IAWC to perform a Demand Study and a COSS.  As discussed above, the 
Commission initiated Docket No. 08-0463 for this purpose.  As such, IAWC prepared 
and provided cost allocation studies which addressed the rate design matters 
referenced by the Commission in Docket No.  08-0463.  However, Mr. Kerckhove 
further explained, the Commission dismissed Docket No. 08-0463 when this case was 
filed.  Therefore, IAWC submitted the COSS as an update to the cost allocation studies 
that it submitted in Docket No. 08-0463 to reflect the revenue requirements proposed in 
this proceeding.  Mr. Kerckhove stated that IAWC also updated its Docket No. 08-0463 
rate design proposals for the purposes of this docket.  He stated, in sum, that the COSS 
presented in this case represents an updated version of the Commission-ordered cost 
allocation studies used in Docket No. 08-0463. 
 
 Mr. Kerckhove stated that the projected level of expense for the COSS was 
$106,540.  He explained that the request for proposal (RFP) response, engagement 
agreement, and invoices, including legal invoices, contained in IAWC Exhibits 1.08-RM 
and 1.03-RM attached to his testimony identify the services performed related to the 
COSS expense and by whom they were performed, including IAWC’s cost of service 
consultant, Mr. Herbert of Gannett Fleming, Inc.  He also noted explanations of the 
services rendered in connection with the study are set forth in the testimony of IAWC 
witnesses Mr. Grubb and Mr. Herbert (IAWC Exs. 5.00 (Revised), pp. 12-28; 9.00; 
9.00R1; 9.00R2; 9.00SR).  Mr. Kerckhove also pointed to the updated COSS (IAWC Ex. 
9.01) itself as additional evidence of the work undertaken related to the study.  Finally, 
he noted the hearing transcript, reflecting Mr. Herbert’s attendance and examination, 
also is evidence of the services he performed in connection with the expense.  Mr. 
Kerckhove said the RFP response, engagement agreement, and invoices contained in 
IAWC Exhibit 1.08-RM also provide the hourly rates and the time expended related to 
the expense. 
 
 Mr. Kerckhove concluded that the projected level of COSS expense is 
reasonable.  He reiterated that the Commission ordered IAWC to conduct the COSS.  
Thus, Mr. Kerckhove explained, the Commission’s Orders in Docket Nos. 07-0507 and 
08-0463 provide support for the necessity of the study.  He also pointed to the testimony 
of IAWC witnesses Ms. Teasley (IAWC Ex. 1.00, pp. 13-15), Mr. Grubb (IAWC Ex. 5.00 
(Revised), pp. 12-28) and Mr. Herbert (IAWC Ex. 9.00, pp. 3-4) as further evidence of 
the necessity of the study.  He further explained that the data request responses 
included in IAWC Exhibit 1.08-RM show that Mr. Herbert and Gannet Fleming, LLC 
were selected as the result of a competitive bid process.  Mr. Kerckhove stated that 
IAWC Exhibit 1.08-RM contains additional data request responses which further support 
the reasonableness of the expense.  In addition, he explained, the Service Company 
Cost Study (IAWC Ex. 11.01) demonstrates the amount for the COSS in this case is 
based on hourly rates for Mr. Herbert and his associate which are consistent with the 
market rates for similar positions in the management consulting services area.  Finally, 
Mr. Kerckhove testified that Mr. Herbert’s qualifications (also contained in IAWC Exhibit 
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1.08-RM and set forth in IAWC Exhibit 9.00, pp. 1-3, 24-26), the testimony he submitted 
in this proceeding, the transcript of hearing reflecting his participation, and the COSS 
itself all provide evidence of the value received by IAWC related to the COSS services 
and, as such, the reasonableness of the COSS expense. 
 

8. Service Company Study 
 
 As noted by Mr. Kerckhove, IAWC witnesses Ms. Teasley (IAWC Ex. 1.00, p. 
15), Mr. Grubb (IAWC Ex. 5.00 (Rev.), pp. 2-4), Mr. Bernard L. Uffelman (IAWC Ex. 
10.00, generally), Mr. Mark Young (IAWC Ex. 11.00, generally), and Mr. John Young 
(IAWC Ex. 12.00, pp. 26-28) explained that the Service Company Cost Study was 
ordered by the Commission in Docket No. 07-0507.  In that docket, the Commission 
ordered IAWC to compare “the cost of each service obtained from [IAWC’s affiliate] 
Service Company to the costs of such services had they been obtained through 
competitive bidding on the open market,” as well as to provide an analysis of the 
services provided by the Service Company to all of IAWC's affiliates.  The Commission 
further directed IAWC to include the Service Company Study in its next rate case (this 
docket).  Mr. Kerckhove stated that the Service Company Cost Study (IAWC Ex. 11.01) 
provides an extensive comparison of the forecasted cost of certain services expected to 
be obtained by IAWC from the Service Company during the forecast period to the 
expected cost or market price for the services in the future period if such services were 
obtained on the open market.  
 
 The projected level of expense for the Service Company Cost Study was 
$422,900.  The RFP responses and invoices included in IAWC Exhibit 1.09-RM and the 
Service Company Study itself (IAWC Ex. 11.01) identify the services provided in 
connection with the study as well as who performed those services.  Specifically, IAWC 
arranged with Deloitte & Touche LLP to prepare the study and to provide related 
testimony in the rate case.  IAWC also engaged Mr. Uffelman to provide testimony 
related to the study, and Deloitte & Touche LLP separately contracted with Mr. Uffelman 
to provide services related to the preparation of the study.  The RFP responses and 
invoices included in IAWC Exhibit 1.09-RM reflect the time expended and the 
associated hourly rates, as well as the “not-to-exceed” agreement entered into between 
IAWC and Deloitte & Touche LLP for the preparation of the study.   
 

Further explanations of the services rendered in connection with the study are 
set forth in the testimony of IAWC witnesses Ms. Teasley, Mr. Grubb, Mr. Uffelman, Mr. 
Mark Young, and Mr. John Young, as noted above.  Mr. Kerckhove pointed to the 
Service Company Cost Study itself and the testimony submitted in this proceeding by 
Mr. Uffelman and Mr. Mark Young (IAWC Exs. 10.00; 10.00R; 10.00S; 11.00) in support 
of it as the further evidence of the services performed related to the Service Company 
Study expense.  Mr. Kerckhove also noted the transcript of hearing, reflecting Mr. 
Uffelman’s attendance and examination, is evidence of the services he performed in 
connection with the expense.   
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 Mr. Kerckhove concluded that the projected level of Service Company Study 
expense is reasonable.  He noted the data request responses contained in IAWC 
Exhibit 1.09-RM explain that IAWC selected the Service Company Cost Study 
consultants as the result of a competitive bid process.  IAWC selected the consultants 
who submitted the lowest bid.  In addition, Mr. Kerckhove explained, those consultants 
have extensive experience working in the Illinois regulatory field and superior expertise 
and experience related to the scope of the study, and had the resources necessary to 
complete the study within the requisite timeframe.  Further, he explained, the cost to 
prepare the Service Company Cost Study reflected a “not-to-exceed” agreement 
intended, in part, to ensure the expense was reasonable and that the amounts actually 
incurred for the study were consistent with the projection.   
 

Mr. Kerckhove stated that IAWC Exhibit 1.09-RM contains additional data 
request responses further supporting the reasonableness of the expense.  He also 
pointed to the Service Company Cost Study itself as evidence that the hourly rates of 
Mr. Uffelman and Mr. Mark Young compare favorably to the market rates for senior 
management consulting personnel. Finally, he explained, those consultants’ 
qualifications (also contained in IAWC Exhibit 1.09-RM and set forth in IAWC Exhibits 
10.00, Appx. A and 11.00, pp. 1-2), the testimony they submitted in this proceeding, the 
additional explanation for the study provided by IAWC witnesses Ms. Teasley and Mr. 
Grubb, the Docket No.  07-0507 Order directing the study, and the Service Company 
Cost Study (IAWC Ex. 11.01) all provide evidence of the value received by IAWC 
related to the Service Company Study services and, as such, the reasonableness of the 
expense. 
 

B. Staff’s Testimony on Remand 
 
 Staff submitted the direct testimony of Mike Ostrander, an Accountant in the 
Accounting Department of the Financial Analysis Division of the Commission (ICC Staff 
Ex. 17.0), Christopher Boggs, a Rate Analyst in the Rates Department of the Financial 
Analysis Division of the Commission (ICC Staff Ex. 15.0), and Sheena Kight-Garlisch, a 
Senior Financial Analyst in the Finance Department of the Financial Analysis Division of 
the Commission (ICC Staff Ex. 16.0). 
 
 Mr. Ostrander, who is a certified public accountant, presented evidence with 
respect to Staff’s position on the justness and reasonableness of the rate case 
expenses requested by IAWC in conformance with the Appellate Court’s Opinion.  He 
explained that Staff reviewed IAWC’s support for its rate case expenses that had been 
included in the record supporting the April 13, 2010 Order and the additional evidence 
attached to the Direct Testimony of Mr. Kerckhove in this remand proceeding, IAWC 
Exhibits 1.03-RM through 1.09-RM.  Further, Staff conducted its own investigation 
through additional Staff data requests sent and responded to since the Order was 
entered.  The responses to these data requests are contained in IAWC Exs. 1.03-RM 
and 1.01R-RM.  Mr. Ostrander noted Staff witnesses Mr. Boggs and Ms. Kight-Garlisch 
reviewed specific rate case expenses, as discussed below, while he reviewed the 
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remaining documentation, including invoices which detailed expenses by attorneys and 
outside technical consultants.   
 
 Mr. Ostrander testified that the documentation he reviewed supports the actual 
rate case costs incurred by IAWC through 2009 and the methods used to determine the 
projected costs.  Regarding legal fees and expenses specifically, Mr. Ostrander noted 
the law firms that submitted invoices have an extensive history of practicing before the 
Commission; similarly, the individual attorneys whose hourly rates he examined have, in 
most cases, significant experience practicing before the Commission.  He also stated 
that the hourly rates charged by the attorneys in question are consistent with hourly 
rates approved by the Commission in other similar rate cases.  He opined, based upon 
these facts, that the requirements of Section 9-229 are satisfied.  
 
 Mr. Ostrander explained that Staff’s position on the justness and reasonableness 
of the expense has changed “only slightly” since the Commission’s April 13, 2010 
Order.  That slight change, he explained, was his proposed disallowance of $151 for the 
cost of meals billed by outside attorneys.  Mr. Ostrander asserted such miscellaneous 
costs are not incidental to the preparation and litigation of a rate case, and he 
contended they should not be recovered in rates.  However, Mr. Ostrander explained, 
the adjustment is immaterial to the total amount requested by IAWC of $2.339 million of 
rate case expense.  In other words, he explained, due to the immateriality of the 
proposed adjustment, there would be little if any impact to the amount of rate case 
expense recovered or the test year amortization amount. For purposes of this case, 
IAWC does not contest Staff’s proposed meals adjustment due to its immateriality.  
 
 Based on Staff’s review of the documentation in the existing record and that 
provided by IAWC on remand, Mr. Ostrander concluded that except for the de minimus 
adjustment noted above, IAWC’s projected rate case expense amount of $2.339 million 
appears to be adequately supported by documentation and is just and reasonable. 
 
 Mr. Boggs reviewed the rate case expense associated with IAWC’s Cost of 
Service and Demand Studies, pursuant to Section 9-229.  Specifically, he reviewed 
IAWC’s Schedules C-10 (First Revised) and C-10.1, as well as IAWC’s responses to 
Staff data requests CB 8.01, CB 8.02, LHW 3.03, LHW 3.04, LHW 3.05, LHW 4.06, 
LHW 5.01, LHW 7.01, LHW 10.03, JMO 1.01, PL-2.02, PL-2.05 and PL-3.01, and AG 
data requests AG1.17, AG 6.15, AG 10.21, AG 10.23, AG 10.24, AG 10.43 and AG 
10.44.  These data request responses are contained in IAWC Exhibits 1.03-RM, 1.07-
RM, 1.08-RM and 1.01R-RM.  He explained that those data request responses 
contained information that detailed the costs and labor hours involved with IAWC’s 
COSS and the Demand Study.  Mr. Boggs also reviewed IAWC Exhibits IAWC 1.03-
RM, 1.07RM and 1.08-RM.  He explained those exhibits included invoices for other rate 
case expenses associated with the COSS and Demand Study.  Based on his review of 
that evidence, Mr. Boggs did not propose any adjustments to the rate case expenses 
associated with the COSS or the Demand Study. 
 



09-0319 
Order on Remand 

 15 

 Ms. Kight-Garlisch reviewed the Rate of Return Consultant expense, pursuant to 
Section 9-229.  Specifically, Ms. Kight-Garlisch reviewed Mr. Kerckhove’s direct 
testimony on remand (IAWC Ex. 1.00-RM) and IAWC Exhibit 1.06-RM.  The latter 
exhibit includes invoices for the rate case expense associated with rate of return 
witness Ms. Ahern’s services in this proceeding. Ms. Kight-Garlisch reviewed the five 
invoices for services Ms. Ahern provided, which total $14,253.  She stated that those 
invoices describe work she would expect Ms. Ahern to perform as a rate of return 
witness for this proceeding.  Ms. Kight-Garlisch proposed no adjustment to the expense. 
 
 Based on Staff’s review of the documentation in the existing record and that 
provided by IAWC on remand, the Commission Staff, through Mr. Ostrander, 
recommended the Commission specifically state in its final order on remand a finding as 
follows, “The Commission has considered the costs expended by the Company to 
compensate attorneys and technical experts to prepare and litigate this rate case 
proceeding and assesses that the amounts included as rate case expenses in the 
revenue requirement of $2.339 million for Illinois-American are just and reasonable.” 
 

C. AG 
 
 Although the AG did not submit evidence in the remand proceeding, the AG did 
not contest the record evidence on remand, submitted by IAWC and Staff, on the basis 
that any potential adjustments have been rendered moot by the cancellation of the 
tariffs as a result of subsequent dockets. 
 
IV. JOINT PROPOSAL FOR DISPOSITION OF DOCKET 
 
 An Agreed Draft Order was filed by IAWC, Staff and the AG. The parties jointly 
propose that the Commission issue additional findings consistent with Section 9-229.  
IAWC and Staff propose that the Commission approve IAWC’s projected level of rate 
case expense of $2,339,496.  In particular, IAWC and Staff propose that the 
Commission adopt the findings and language recommended by Staff.   
 

Without providing comment as to the justness and reasonableness of the rate 
case expenses at issue, the AG does not object to IAWC and Staff’s proposal, on the 
basis that any potential adjustments that could have resulted from argument as to the 
justness and reasonableness of the expenses have been rendered moot by the 
cancellation of the tariffs as a result of subsequent dockets. 
 
V. COMMISSION'S CONCLUSIONS, FINDINGS AND ORDERING PARAGRAPHS 
 
 Section 9-229 of the Act provides, in part, “The Commission shall specifically 
assess the justness and reasonableness of any amount expended by a public utility to 
compensate attorneys or technical experts to prepare and litigate a general rate case 
filing.” 220 ILCS 5/9-229.  The Mandate of the Appellate Court requires the Commission 
to provide, with respect to its Order in this remand proceeding, “additional findings on 
the issue of legal and expert fees as required under section 9-229 . . . ,” and suggests 
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certain factors as “guidance” to the Commission.  Pursuant to the Mandate, the 
Commission’s additional findings are set forth below, and, for the purposes of this 
proceeding, it addresses the guidance set forth in the Mandate. 
 
 IAWC has submitted further documentation and explanations in testimony on 
remand supporting the projected level of each component of rate case expense 
reflected on IAWC’s Schedule C-10 (First Revised) (IAWC Ex. 1.01-RM).  The 
Commission Staff has investigated the bases for that projected level of expense, and 
has reviewed the substantial documentation of the expense existing in the record of this 
proceeding prior to remand and as provided by IAWC on remand, as described above.  
Aided by the investigation undertaken by the Commission Staff, the Commission has 
considered the costs expended by IAWC to compensate attorneys and technical 
experts to prepare and litigate this rate case proceeding, and the other evidence 
presented, in assessing the justness and reasonableness of the amount expended by 
IAWC to compensate attorneys and technical experts to prepare and litigate its general 
rate case filing.  As a result of this assessment, the Commission determines that the 
amount included as rate case expense in the revenue requirement of $2,339,496 for 
IAWC are just and reasonable pursuant to Section 9-229 of the Act. 
 
 In making this assessment, the Commission notes the total projected level of rate 
case expense reflects a 0% increase over the expense actually incurred in IAWC’s prior 
rate case, Docket No. 07-0507, as shown on IAWC Schedule C-10.1 (IAWC Ex. 1.02-
R).  The Commission further observes, as a general matter, that the work performed for 
IAWC by the attorneys and technical experts in this case was reasonably necessary to 
prepare and litigate the proceeding.  There were multiple parties involved and numerous 
issues that were diverse in nature.  Many of the ratemaking issues were complex, and 
were addressed by various parties through their respective expert witnesses. Such 
issues and areas included, among others, cost of capital; cost of service and rate 
design, including demand and cost of service studies ordered by the Commission; a 
Service Company cost study ordered by the Commission; and an independent 
accountant review. 
 

IAWC, as the party with the burden of proof, and the party with the obligation to 
meet standard filing requirements under Part 285, properly relied on attorneys and 
technical experts to analyze these issues and areas, and to prepare the required 
studies.  IAWC also made reasonable efforts to control the costs of those services from 
professional service providers.  As shown by the testimony and exhibits identified and 
described above, IAWC selected providers based upon its review of bids and proposals 
received in response to requests for proposals, the providers’ regulatory experience in 
Illinois, and the providers’ experience with IAWC specifically.  Collectively, these 
general considerations support the Commission’s conclusion that IAWC’s total projected 
level of rate case expense is just, reasonable, and prudent. 
 
 The Commission further concludes each component of the projected expense 
included on IAWC Schedule C-10 (First Revised) (IAWC Ex. 1.01-RM) is supported by 
the evidence of record and is just, reasonable, and prudent: 
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 Regarding Legal Fees and Expenses, the Commission finds IAWC’s projected 
level of legal fees and expenses of $930,000 to be just and reasonable.  The evidence 
shows that this level of expense reflects the requisite attorney hours necessary to 
prepare for and prosecute the rate case as estimated by IAWC’s legal counsel, which in 
turn reflects that counsel’s past experience in representing IAWC in rate case 
proceedings, including IAWC’s prior rate case, Docket No. 07-0507.  The Commission 
recognizes, as did the Staff, that the law firms which submitted invoices in this 
proceeding have an extensive history of practicing before this Commission, as have the 
individual attorneys providing the services.  The Commission agrees with Staff that the 
hourly rates charged by the attorneys in question are consistent with hourly rates 
approved by the Commission in other similar rate cases. The Commission further 
observes the projection is based on “not-to-exceed” agreements between IAWC and its 
outside counsel, which were intended to ensure that the level of legal costs as 
estimated by outside counsel were reliable and that the amounts actually incurred for 
legal services through the issuance of the final order were consistent with the projection. 
 

The Commission also notes the invoices and data request responses contained 
in IAWC Exhibit 1.03-RM -- the actual rate case invoices for legal work performed 
through September 2009, when IAWC filed its rebuttal testimony in this docket -- show 
an amount expended of approximately $542,000.  Thus, even before the work was 
performed on surrebuttal, preparation for and attendance at hearing and oral argument, 
and post-hearing briefing, IAWC already had incurred nearly 60% of its projected rate 
case legal expense amount.  The Commission finds IAWC Exhibit 1.03-RM contains 
data request responses that further support the reasonableness of this expense.  In 
addition, the testimony, motions, briefs and other filings in this docket, and the 
transcripts of hearings and oral argument, as well as explanations of rate case legal 
expense in the testimony of IAWC’s witnesses, as noted above, provide further support 
for the reasonableness of the expense. 
 
 Regarding “Revenue Requirement,” as IAWC explained in testimony, the 
expense represents the incremental cost of Service Company and temporary personnel 
to prepare the rate case filing and respond to data requests. The Commission 
specifically finds the projected level of Revenue Requirement expense to be just and 
reasonable.  The data request responses included in IAWC’s remand exhibits show that 
the projected level of expense is a 34% decrease from the amount included in the prior 
rate case, and other evidence of record demonstrates that the hourly rates for related 
Service Company personnel are lower than market rates. 
 
 With respect to the CPA Review, the Commission finds the projected level of 
CPA Review expense is just and reasonable.  The test year forecast audit is required by 
Section 285.7000 of the Commission’s Rules.  Thus, the CPA Review services were 
necessary to the filing.  Further, IAWC’s evidence shows the $48,700 projected cost for 
the CPA review was 47% less than the amount actually incurred by IAWC in its prior 
rate case, Docket No. 07-0507.  The Commission observes the firm retained to audit 
IAWC’s test year forecast performed the audit in IAWC’s previous rate case and has 
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experience with Illinois regulatory matters in general and IAWC matters in particular.  
The Commission finds Schedule G-2, prepared by KEB, IAWC Exhibit 1.05-RM, which 
includes data request responses related to the CPA Review expense, and other record 
evidence provide additional support for the reasonableness of the expense and the CPA 
hourly rates underlying the expense. 
 
 Regarding the Rate of Return Consultant, the Commission finds the projected 
level of expense of $52,760 is just and reasonable.  The Commission notes it 
represents an increase over the actual expense of $48,800 incurred by IAWC related to 
the same consultant in its prior rate case, Docket No. 07-0507.  The Commission 
observes that IAWC’s rate of return consultant’s professional qualifications, as reflected 
in the record evidence, reflects that she has significant experience performing rate of 
return analyses for regulated utilities and for IAWC specifically.  Further, the evidence 
shows that the level of expense for her services was based on hourly rates that are 
consistent with the market rates for accounting services which are less than the market 
rates for cost of equity consultants.  The Commission notes that IAWC Exhibit 1.06-RM 
includes additional data request responses that further support the reasonableness of 
the Rate of Return Consultant expense. 
 
 Regarding the Demand Study, the Commission finds that the projected level of 
expense for the Demand Study is just and reasonable.  As an initial matter, the 
Commission notes it ordered IAWC to undertake such study in Docket Nos. 07-0507 
and 08-0463.  As such, the study was necessary to IAWC’s filing in this docket.  The 
evidence submitted by IAWC in this proceeding, including the data request responses 
included in IAWC Exhibit 1.07-RM and IAWC’s testimony, demonstrate that the 
consultants IAWC retained to conduct the study were selected by IAWC due to their 
specific expertise and ability to complete the work necessary in the required time period.  
The record evidence also shows those consultants’ hourly rates are consistent with the 
market rates for consultants.  The Commission observes that the data request 
responses included in the above noted exhibit, IAWC’s testimony in the initial 
proceeding and on remand, and the Demand Study Report and Scope of Work (IAWC 
Exs. 13.01 (Revised); 13.02) further demonstrate the value received by IAWC related to 
the Demand Study work and the reasonableness of the associated expense. 
 
 Regarding the Cost of Service Study, the Commission finds that the projected 
level of COSS expense is just and reasonable.  Initially, the Commission notes that its 
Orders in Docket Nos. 07-0507 and 08-0463 directed that the study be preformed.  As 
such, it was necessary to this filing.  IAWC’s testimony in this case, as noted above, 
provides additional evidence of the necessity of the study.  The Commission also 
observes that the data request responses included in IAWC Exhibit 1.08-RM and other 
record evidence show that IAWC selected the consultants associated with this expense 
as the result of a competitive bid process, and that those consultants’ hourly rates are 
consistent with the market rates for similar positions in the management consulting 
services area.  Finally, the Commission notes that IAWC’s COSS consultant’s 
qualifications, as set forth in his testimony, the testimony he submitted in this 
proceeding, the transcript of hearing reflecting his participation, and the COSS itself all 
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provide evidence of the value received by IAWC related to the COSS services and, as 
such, the reasonableness of the expense. 
 
 With respect to the Service Company Study, the Commission finds the projected 
level of expense for the Service Company Study to be just and reasonable.  The 
Commission observes that the study was conducted by IAWC in response to the 
Commission’s directive in its Order in Docket No. 07-0507.  The data request responses 
contained in IAWC Exhibit 1.09-RM explain that IAWC selected the Service Company 
Study consultants as the result of a competitive bid process, and selected the 
consultants who submitted the lowest bid.  In addition, IAWC’s evidence demonstrates 
that those consultants have extensive experience working in the Illinois regulatory field 
and superior expertise and experience related to the scope of the study, and had the 
resources necessary to complete the study within the requisite timeframe.  Further, their 
cost to prepare the Service Company Cost Study reflects a “not-to-exceed” agreement 
intended, in part, to ensure the expense was reliable and that the amounts actually 
incurred for the study were consistent with the projection.   
 

The Commission notes IAWC Exhibit 1.09-RM contains additional data request 
responses that further support the reasonableness of the expense, as does the Service 
Company Cost Study (IAWC Ex. 11.01).  The Study provides evidence in this case that 
the hourly rates of IAWC’s Service Company Cost Study consultants, and of the other 
legal and technical consultants the Company engaged, compare favorably to the market 
rates for those professions. The Commission also finds the Service Company Cost 
Study consultants’ qualifications, as set forth in their testimony, the testimony they 
submitted in this proceeding, the additional explanation for the study provided by other 
IAWC witnesses, as noted above, and the Service Company Cost Study itself all 
provide evidence of the value received by IAWC related to the Service Company Study 
services and, as such, the reasonableness of the related expense. 
 
 As discussed above, the Appellate Court’s Opinion suggested, as “guidance,” 
other cases involving an award of attorney fees in which the party seeking attorney fees 
must specify (1) the services performed, (2) by whom they were performed, (3) the time 
expended, and (4) the hourly rate charged.  The Commission observes that the 
documentation, including RFP responses, engagement letters, invoices and data 
request responses included in IAWC’s exhibits on remand and the testimony IAWC 
submitted on remand, detail the tasks performed by each attorney and technical expert, 
the individuals performing the tasks, the time expended by each attorney and technical 
expert, and the hourly rate charged by each attorney and technical expert. 
 

The Commission also notes that the rulemaking regarding Section 9-229, Docket 
No. 11-0711, is currently pending.  The proceeding was “initiated to develop a policy for 
assessing the justness and reasonableness of the attorney and expert witness fees in 
rate case expense as required by Section 9-229 of the Public Utilities Act,” and in that 
regard “to allow all interested parties an opportunity to present ideas and language that 
will assist the Commission in formulating a policy on the issue of rate case expense.” 
The Commission noted that a rulemaking “is an appropriate vehicle for this, as the 
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Commission's intent is that this will establish a general policy for the Commission, as 
opposed to a pronouncement in a rate case that will only affect a single utility.” 
Numerous parties are actively participating in Docket No. 11-0711. The evidence 
needed to establish attorney fees and expert witness fees is being evaluated in that 
proceeding. Therefore, in considering these four factors in this remand proceeding, the 
Commission is not determining at this time whether or to what extent they apply in all 
cases in assessing the appropriate level of rate case expense. 

 
 The Commission, having reviewed the entire record herein, is of the opinion and 
finds that: 
 

(1) IAWC is in the business of furnishing water and sewer service to the 
public in various areas in the State of Illinois and is a public utility as 
defined in the Act; 

 
(2) the Commission has jurisdiction over the parties and the subject matter of 

this proceeding; 
 
(3) the facts stated and conclusions reached in the prefatory portions of this 

Order are supported by the record and are hereby adopted as findings of 
fact; 

 
(4) in this remand proceeding, IAWC has submitted substantial detailed 

documentation supporting the projected level of each component of rate 
case expense reflected on IAWC’s Schedule C-10 (First Revised); 

 
(5) the substantial detailed documentation provided by IAWC and entered into 

the record in this remand proceeding has provided the Commission the 
additional record information it needs to comply with the Appellate Court’s 
Mandate in People ex rel. Lisa Madigan v. Ill. Commerce Comm’n, 2011 IL 
App (1st) 101776 (Dec. 9, 2011), filed in this docket on December 7, 2012, 
and to make additional findings supporting the projected level of rate case 
expense it approved in its April 13, 2010 Order, as set forth above; 

 
(6) the Commission Staff has investigated extensively the bases for IAWC’s 

projected level of rate case expense, and has reviewed the substantial 
detailed documentation of the expense in the existing record of this 
proceeding and as provided by IAWC during the course of this remand 
proceeding; and 

 
(7) the Commission has considered the costs expended by IAWC to 

compensate attorneys and technical experts to prepare and litigate this 
rate case proceeding; as a result of its assessment, the Commission 
determines that the amount of $2,339,496  included as rate case expense 
in the revenue requirement for IAWC is just and reasonable pursuant to 
Section 9-229.  
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IT IS THEREFORE ORDERED by the Commission that the amount of 

$2,339,496 included as rate case expense in the revenue requirement for IAWC is just 
and reasonable pursuant to Section 9-229. 

 
IT IS FURTHER ORDERED that any objections, petitions or motions in this 

proceeding which have not been ruled upon are deemed disposed of in a manner 
consistent with the ultimate conclusions herein contained.  

 
 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. 
 

By order of the Commission this 15th day of May, 2013. 
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
         Chairman 
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