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AQUA ILLINOIS, INC. 
 
Petition for Approval of Proposed Qualifying 
Infrastructure Plant Surcharge Riders pursuant 
to 83 Ill. Adm. Code 656. 

) 
) 
) 
) 
) 

Docket No. 13-0388 

 
AGREED SUGGESTED ORDER 

 
I. PROCEDURAL HISTORY 

 
On April 30, 2013, Aqua Illinois, Inc. filed with the Illinois Commerce Commission 

tariffs to implement Qualifying Infrastructure Plant (QIP) Surcharge Riders in Aqua’s 
Willowbrook Water, Willowbrook and Candlewick Sewer, University Park Water, 
University Park and Tri-Star Estates Sewer, Candlewick and Fairhaven Estates 
Water, Oak Run Water, and Ellwood Greens Sewer divisions (QIP Tariffs) pursuant 
to Sections 9-220.2(a)(iv) and 9-201 of the Illinois Public Utilities Act (Act), 220 ILCS 
5/9-220.2(a)(iv) & 9-201, and Part 656 of the Commission’s Rules, 83 Ill. Adm. Code 
Part 656.  Aqua concurrently filed a Verified Petition, testimony, and exhibits in support 
of the QIP Tariffs.  On June 5, 2013, the Commission suspended the QIP Tariffs.  It 
resuspended them on September 18, 2013. 

 
Pursuant to notice given in accordance with the law and the rules and 

regulations of the Commission, a hearing was held by a duly authorized 
Administrative Law Judge of the Commission at its offices in Chicago, Illinois on July 
10, 2013.  An evidentiary hearing was held thereafter on October 23, 2013.  At the 
status and evidentiary hearings, respective counsel entered appearances on behalf 
of Aqua and the Commission’s Staff.  No other appearances were entered.  

 
At the evidentiary hearing, Aqua submitted the testimony and accompanying 

exhibits of Paul J. Hanley, Controller for Aqua (Aqua Exs. 1.0 – 1.11), and Cameron 
Alden, Regional Engineer for Aqua (Aqua Exs. 2.0 – 2.4).  Staff submitted the 
testimony of Thomas Q. Smith, Economic Analyst in the Water Engineering Program 
of the Safety and Reliability Division of the Commission (ICC Staff Exs. 1.0 – 1.1).  

  
At the close of the evidentiary hearing, the record was marked “Heard and 

Taken.”  Thereafter, Aqua and Staff jointly filed an “Agreed Suggested Order” for the 
ALJ’s consideration. 

 
II. NATURE OF AQUA’S OPERATIONS 

 
Aqua provides water and sewer utility service to the public in certain areas of 

Will, Kankakee, Vermillion, Boone, Kane, Knox, Lake, Champaign, Cook and Dekalb 
Counties in the State of Illinois.  It is a public utility within the meaning of the Act, 220 
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ILCS 5/3-105.   
 

III. STATUTORY AUTHORITY 
 
 Section 9-220.2 of the Act permits the Commission to authorize a surcharge 
that permits a water or sewer utility to recover costs associated with its investment in 
qualifying infrastructure plant.  220 ILCS 5/9-220.2(a)(iv).  That statute provides: 
 

(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.  
 
(b)  For purposes of this Section, “costs associated with an 
investment in qualifying infrastructure plant” include a 
return on the investment in and depreciation expense 
related to plant items or facilities (including, but not limited 
to, replacement mains, meters, services, and hydrants) 
which (i) are not reflected in the rate base used to establish 
the utility's base rates and (ii) are non-revenue producing. 
For purposes of this Section, a “non-revenue producing 
facility” is one that is not constructed or installed for the 
purpose of serving a new customer.  
 
(c)  On a periodic basis, the Commission shall initiate 
hearings to reconcile amounts collected under each 
surcharge authorized pursuant to this Section with the 
actual prudently incurred costs recoverable for each 
annual period during which the surcharge was in effect.  

 
220 ILCS 5/9-220.2.  The Commission adopted 83 Ill. Adm. Code 656, “Qualifying 
Infrastructure Plant Surcharge,” (Part 656) to implement Section 9-220.2 of the Act.  
Rule 656.90 sets forth information a utility must submit to the Commission when it 
proposes a QIP surcharge rider. 
 
IV. AQUA’S PROPOSAL 
 

Aqua has been providing water and sewer service in the State of Illinois for 
more than 125 years.  Aqua explains that portions of the infrastructure it uses to 
provide that service are nearing the end of their usefulness.  Aqua further explains 
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that, like all water and sewer utilities, it is obligated to provide its customers with 
adequate, efficient, and reliable service that is least cost.  To continue to comply with 
its service obligations, Aqua must replace its aging infrastructure.  Aqua maintains 
that efficiency and customer demand require that aging mains, meters, services, 
hydrants, and collecting sewers be replaced pursuant to an on-going replacement 
cycle; the in-service date of that plant cannot be delayed to reduce rate case 
frequency.  Rather, Aqua explains, that plant must be placed in-service when needed 
by customers or required by law, irrespective of rate case timing.   

 
Aqua points out that both Illinois law and the Commission recognize that a QIP 

surcharge addresses this need.  Aqua explains that a QIP surcharge allows it to 
continue to provide adequate, efficient, reliable, and least cost service, while at the 
same time investing in necessary infrastructure improvements, because it permits 
Aqua the flexibility to utilize advantageous construction pricing through planned 
infrastructure investing, thereby minimizing construction costs.  

  
Aqua notes the Commission approved QIP surcharge riders for Aqua’s 

predecessor’s (Consumers Illinois Water Company) Kankakee Water and Vermilion 
Water divisions in Docket No. 01-0561, pursuant to its authority under Section 9-
220.2 of the Act.  Those QIP surcharge riders provide a means of addressing the 
increasing number of necessary QIP projects in those divisions.  Aqua explains, in 
accordance with the Commission’s order in that docket, Aqua has been collecting 
QIP surcharge revenue in those divisions since 2002. 

 
Aqua explains that the number of QIP projects in its Willowbrook Water, 

Willowbrook Sewer, University Park Water, University Park and Tri-Star Estates 
Sewer, Candlewick and Fairhaven Estates Water, Candlewick Sewer, Oak Run 
Water, and Ellwood Greens Sewer divisions also has been increasing due in part to 
the age of Aqua’s facilities in those divisions.  Aqua maintains that programs for the 
replacement of mains, meters, services, hydrants, and collecting sewers in those 
divisions are continuous.  

  
Therefore, Aqua explains, it proposes QIP Tariffs to implement QIP surcharge 

riders in those divisions.  It states the proposed QIP Tariffs operate in the same 
manner as the riders approved by the Commission in Docket No. 01-0561.  Aqua 
explains the proposed QIP Tariffs provide for a surcharge to cover a return on and of, 
and the depreciation expense related to, Aqua’s investment in the replacement or 
rehabilitation of non-revenue producing aging infrastructure, such as mains, meters, 
services, hydrants, and collecting sewers.  Aqua notes that QIP plant is limited to 
plant that has not been included in its rate base.  Aqua explains the revenue 
produced by the QIP surcharge under the QIP Tariffs would contribute to earnings 
and interest coverage ratios, and, consequently, should foster reduced frequency of 
Aqua’s rate filings. 

 
 In support of its proposed QIP Tariffs, Aqua submitted the direct testimony and 
exhibits of Mr. Hanley and Mr. Alden.  Aqua maintains that evidence satisfies the 
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information requirements established by Commission Rule 656.90, including the 
specific requirements of Rule 656.90(b)(1) through (8).   
 

Direct Testimony and Exhibits of Paul J. Hanley (Aqua Exs. 1.0 – 1.11) 
  

Mr. Hanley is Controller for Aqua.  Aqua maintains that his testimony supports 
the need for Aqua’s proposed QIP Tariffs.  He specifically describes the tariffs’ 
function and supplies information required by Commission Rules 656.90(b)(5), (7), and 
(8). 

 
 Function of Proposed QIP Tariffs 
   
Mr. Hanley explains the QIP Tariffs establish a surcharge to recover return on and 

of the capital costs to replace or rehabilitate Aqua’s qualified non-revenue producing 
plant infrastructure, including water and sewer mains, meters, water and sewer 
services, and hydrants.  Mr. Hanley further explains the QIP surcharge applies only to 
plant that has not yet been included in Aqua’s rate base in a rate case.  Also, the 
surcharge is capped at 5% of base rates billed to customers, and is annually reconciled 
to ensure that surcharge revenues collected are equal to the actual costs incurred by 
Aqua related to its QIP. 

 
 Mr. Hanley also explains what Aqua expects its proposed QIP Tariffs to 
accomplish.  He reiterates that much of Aqua’s distribution and collection system 
infrastructure in the divisions at issue is nearing the end of its useful life and must be 
replaced.  Mr. Hanley states that Aqua recognizes this problem and is taking the steps 
necessary to remedy it.  Thus, it is proposing QIP Tariffs to implement a QIP surcharge.  
Mr. Hanley maintains the surcharge will provide Aqua with the flexibility to take 
advantage of better construction pricing through planned infrastructure investing, which 
will minimize Aqua’s construction costs.  Mr. Hanley explains that going forward, it is not 
a question of whether Aqua will make the capital investment in aging infrastructure, but 
how Aqua can minimize the impact of that necessary investment on its customers.  
According to Mr. Hanley, Aqua believes that that question is best answered through the 
QIP Tariffs. 

 
Mr. Hanley continues that Aqua cannot postpone construction of its QIP projects 

to reduce the frequency of necessary rate relief.  He explains that efficiency and 
customer needs require Aqua to replace mains, meters, services, hydrants, collection 
sewers, manholes, sewer services, and other non-revenue producing items 
continuously.  Aqua must place those facilities in service when they are needed by 
customers or required by law or regulation, irrespective of rate case timing.  Mr. Hanley 
explains that personnel constraints and labor efficiency also dictate that multiple 
projects be carried out on a regular basis to avoid inefficiencies resulting from increased 
overtime expense or the need to hire additional employees.   

 
Mr. Hanley further notes that the placement in service of new plant additions is 

one of the drivers of the need for an increase in revenues.  He believes that the 
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proposed QIP Tariffs will better position Aqua to absorb increases in non-QIP costs for 
a longer period, particularly during times of relatively low inflation.  Mr. Hanley also 
believes that the proposed QIP Tariffs will provide for more gradual rate increases over 
time. 
 

Mr. Hanley explains the type of plant investments that Aqua’s QIP surcharge will 
recover in accordance with the Commission’s rules.  Related to water service, they 
include replacements of existing worn out or deteriorated plant items from the following 
accounts: (1) Account 331, Transmission and Distribution Mains; (2) Account 333, 
Service; (3) Account 334, Meters and Meter Installations; and (4) Account 335, 
Hydrants.  Mr. Hanley explains that these plant investments are non-revenue producing 
items that were installed after the conclusion of the test year in Aqua’s last rate case 
and were not included in the rate base in that case.  Mr. Hanley explains that other 
covered investments include: (1) main extensions installed to eliminate dead ends; and 
(2) unreimbursed costs associated with relocations of mains, services, and hydrants 
occasioned by street or highway construction.  Related to sewer service, Mr. Hanley 
testifies, the plant additions include the same types of items, but from accounts: (1) 
Account 360, Collecting Sewer - Force; (2) Account 361, Collecting Sewer – Gravity 
(including costs associated with manholes); and (3) Account 363, Services to 
Customers.  Also, Mr. Hanley explains, QIP includes only plant additions installed on or 
after January 1 of the year in which Aqua files its initial QIP Tariffs in accordance with 
Commission Rules 656.70 and 656.90.  Mr. Hanley maintains that replacement of these 
plant items enhances water and sewer quality and system reliability, and allows 
compliance with governmental regulations.  However, it does not produce revenue from 
additional sales.  As a result, the installation of QIP facilities causes an unavoidable 
increase in rate base and capitalization, with no offsetting revenue to support such 
additions.  Under traditional rate base/rate-of-return regulation, Mr. Hanley explains, the 
filing of a rate proceeding is necessary to enable Aqua to recover the return on and of 
its investment in QIP facilities that would otherwise be recovered through the proposed 
QIP tariffs. 

 
Mr. Hanley posits that under its proposal, Aqua might be required to acquire 

additional capital to finance QIP construction.  However, he explains, Aqua will monitor 
its equity to debt position in order to determine the source of the capital.  He maintains 
that implementation of Aqua’s proposed QIP Tariffs and its anticipated infrastructure 
improvements will not adversely impact Aqua’s capital plan and capital structure.  
Aqua’s goal, Mr. Hanley explains, is to attain a capital structure of 53% equity and 47% 
debt, with an allowed return on equity of 9.49%, as approved by the Commission in 
Aqua’s last rate case, Docket No. 11-0436.  Mr. Hanley explains that none of the QIP 
projects identified by Aqua as QIP in this proceeding were reflected in the test year in 
that rate case.  That case concerned a future test year ending 2012.  Mr. Hanley 
explains that none of the QIP projects here will be placed in service until after 2012, and 
therefore, none were included in the test year utility plant in service. 

 
Mr. Hanley attaches to his testimony as Aqua Exhibits 1.2 – 1.6 the proposed 

QIP tariffs for each division in which Aqua proposes to implement a QIP surcharge in 
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this proceeding.  He explains that Aqua’s experience with the current QlP surcharge in 
its Kankakee Water and Vermillion Water divisions demonstrates that those riders are 
an effective means to recover Aqua’s capital investment in qualifying infrastructure.  Mr. 
Hanley states that the proposed QIP surcharge riders will operate in the same manner 
as the QIP surcharge riders currently in effect in Aqua’s Kankakee Water and Vermilion 
Water Divisions, approved by the Commission in Docket No. 01-0561.  He maintains 
that implementation of the proposed QIP Tariffs will result in fair, just, and reasonable 
rates. 

 
 Rule 656.90(b) Requirements 
 
Mr. Hanley testifies that, in implementing the QIP Tariffs, Aqua will follow the 

Commission’s Part 656 Rules.   
 
He explains that in accordance with Rule 656.30(c) and Section 9-201 of the Act, 

220 ILCS 5/9-201, Aqua mailed notice of the instant filing to each customer in the 
affected divisions in the first bill following the filing.  Aqua also published notice in 
newspapers of general circulation in the affected areas once each week for two 
consecutive weeks, the first publication being within ten days of the filing.  Aqua Exhibit 
1.10 includes copies of these notices.  Mr. Hanley testifies that Aqua also posted notice 
of the filing in its business office. 

 
 Mr. Hanley explains that, as required by Rules 656.90(b)(1) through (4), Aqua 
conducted analyses of its water and sewer infrastructure replacement requirements.  As 
required by Rule 656.90(b)(5), Aqua prepared detailed computations of the expected 
revenue effects of its investment in QIP.  Specifically, Mr. Hanley explains, Aqua 
developed a preliminary estimate of the Surcharge Percentages and revenue generated 
from its proposed QIP Tariffs.  Mr. Hanley explains that Aqua Exhibit 1.7 contains 
eleven schedules showing a summary of QIP revenue, the QIP Surcharge Rider 
Calculation, QIP Additions, and assumptions for rates and factors for each pertinent 
service division for the years 2014 and 2015. 
 
 Mr. Hanley further explains that Aqua also has prepared a bill comparison (Aqua 
Exhibit 1.8) showing the effect of the QIP surcharge for each class of customer and the 
impact of the 5% maximum allowed increase, as required by Rule 656.90(b)(8).  The 
bill comparison also shows the typical meter size for the respective division 
consumption in a range of 1,000 gallons to 20,000 gallons, plus the average usage level 
for that division, and then calculates the average bill (by usage level), proposed bill, 
dollar increase, and percentage rate increase, exclusive of the revenue attributable to 
the public fire protection charges, as also required by that rule.  Mr. Hanley notes that 
fire protection charges can vary greatly with each bill.  Therefore, the impact of the QIP 
surcharge on a customer’s total bill, with fire protection charges included, may be more 
than reflected on Aqua Exhibit 1.8. 
  
 Mr. Hanley believes that his testimony (and Mr. Alden’s) supports the proposed 
QIP Tariffs, as required by Rule 656.90(b)(7).  He concludes the proposed QIP 
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surcharge riders are in the public interest and should be approved by the Commission. 
 

Direct Testimony and Exhibits of Cameron Alden (Aqua Exs. 2.0 – 2.4) 
 

 Mr. Alden is Regional Engineer for Aqua.  His testimony sets forth information 
required by Commission Rules 656.90(b)(1)-(4) and (6), including the history of current 
replacement rates of QIP, the history of failure of infrastructure components, by location, 
for the applicable rate zones, the reason for each increase in the rate of replacement, 
Aqua’s specific plans for future replacements, and explanations for any changes in the 
expected rates of investment in QIP. 
 
  History of Replacements 
 
 Mr. Alden explains that Aqua analyzed the history of the current replacement 
rates of QIP for the service divisions at issue in accordance with Rules 656.90(b)(1) 
through (3).  Aqua Exhibit 2.1 attached to his testimony shows the history of current 
replacement rates for Water Main (transmission and distribution) Replacements and 
Relocations, Service Replacements, Meter Replacements and Meter Setting 
Replacements, and Hydrant Replacements, for the five-year period 2008 – 2012 for 
Aqua’s Willowbrook, University Park, Candlewick and Fairhaven Estates, and Oak Run 
water divisions.  That exhibit also shows the history of current replacement rates for 
Collecting Sewers Force Mains, Collecting Mains, and Sewer Services for the five-year 
period 2008 – 2012 for Aqua’s Willowbrook and Candlewick, University Park and Tri-
Star Estates, and Elwood Green sewer divisions, and a summary of the relevant 
facilities.  
  

Mr. Alden further explains that, outside of one water main relocation in 
conjunction with the Illinois Department of Transportation’s 394 and Route 1 
reconstruction, Aqua has not undertaken any sizeable water main replacement in the 
subject divisions.  According to Mr. Alden, the result is an average replacement of 240 
feet per year, less than 0.1% annually, for the systems at issue in this case. 
  

Mr. Alden testifies that Aqua also analyzed water main failures for the subject 
divisions.  Aqua Exhibit 2.2 attached to his testimony provides the history of failure for 
each division for the 2008 – 2012 period.  He explains that the average number of 
breaks during this time was 19 per 100 miles, and the highest average was in Aqua’s 
Fairhaven Estates division at 352 breaks per 100 miles.  Mr. Alden explains that the 
suggested industry standard performance goal is no more than 15 reported breaks and 
leaks per 100 miles of utility distribution and transmission piping per year.  He testifies 
that two Aqua systems meet this standard goal, while three fall considerably short.  
  

Regarding the replacement of hydrants during the five-year period 2008 – 2012, 
Mr. Alden maintains that replacement of hydrants has been minimal in the subject 
divisions.  He states that hydrants typically are replaced due to failure or damage by 
third parties. 
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Mr. Alden notes that the replacement of services during the five-year period 2008 
– 2012 is shown in Aqua Exhibit 2.1.  He explains that these amounts include partial 
and full replacement of service lines.  Further, he explains, the majority of the services 
in the State are copper, but other types include plastic, lead, and galvanized steel.  He 
states that the vast majority of new services and replacements are copper service lines. 
  

Mr. Alden states that the replacement of meters and gravity sewers during the 
five-year period 2008 – 2012 also is shown in Aqua Exhibit 2.1.  He explains that, 
outside of one stretch of gravity replacement in the University Park system, no 
significant length of gravity sewer has been replaced in the subject divisions. 

 
Mr. Alden testifies that there has been no replacement of force mains in the past 

five-year period other than spot repairs/replacements.   
 
Finally, he notes that the replacement of sewer services during the five-year 

period 2008 – 2012 is shown in Aqua Exhibit 2.1.  He testifies that, per an approved 
tariff, Aqua owns the service lateral only in the Candlewick division. 

     
  Future Replacements  
 

Mr. Alden explains that Aqua also has analyzed its QIP replacement needs for 
the next five years as Commission Rules 656.90(b)(4) and (6) require.  He notes that 
descriptions of the QIP replacement projects expected to be placed in service in 2014 
are presented in Aqua Exhibit 2.3 attached to his testimony.  The projects are listed in 
order of priority.  Mr. Alden explains that in every system except Oak Run, where 
hydrants will be a major component, the focus of replacements will be collection or 
distribution mains.  He further explains that the criteria used in the project selection and 
prioritization include pressure, leaks, fire flow, age, material type, water quality, 
customer complaints, and any known operational issues. 
 

Mr. Alden testifies that Aqua plans to change its proposed replacement schedule 
for water mains and relocations.  He explains that Aqua intends to increase investment 
in replacing worn out and deteriorated mains for the reasons discussed by Mr. Hanley.  
Over the next five years (2014 – 2018), Mr. Alden continues, Aqua plans to spend 
approximately $992,000 to replace various size water mains in the subject divisions.  
Based on Aqua’s average cost of $174/foot for Kankakee’s QIP projects in 2012, Mr. 
Hanley estimates that Aqua will be able to replace approximately 5,700 feet of main 
through a QIP program.  He states that this is an increase of 4,500 feet of main 
replaced or relocated over the 2008 – 2012 period.  Mr. Alden further explains that if the 
QIP Tariffs are approved, Aqua will replace approximately 2,300 feet of water main in 
Willowbrook, approximately 3,850 feet of main in University Park, and approximately 
4,350 feet of main in the Candlewick and Fairhaven rate area.  Given the adequacy of 
the main in Oak Run, Mr. Alden states that Aqua does not propose to replace main 
there; rather, it will focus on hydrant replacement.  He states that the two miles of 
replacement main there equate to approximately 2% of the systems at issue.    
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Mr. Alden also discusses Aqua’s proposed replacement schedule for hydrants.  
He explains that Aqua would replace the majority of hydrants in conjunction with main 
replacements or relocations undertaken as part of the QIP surcharge rider filing, with 
the exception of Oak Run.  He testifies that Oak Run has approximately 150 Kennedy 
brand fire hydrants from the 1980’s that pose reliability issues and are reaching the end 
of their useful lives.  In Oak Run, Mr. Alden explains, Aqua would look to replace one-
third (1/3) of those hydrants within the next five years through the QIP Tariffs.  He 
estimates a cost of $4,500 per hydrant, with a total of $225,000 budgeted for hydrant 
replacements. 

 
He also explains Aqua’s proposed replacement schedule for services.  Aqua 

expects the majority of service line replacements to be service renewals in conjunction 
with mains replaced as part of the QIP surcharge rider filing that year.  He explains that 
Aqua would continue routine service line replacements as needed outside of any QIP 
rider filing, paid for from the service renewal budget.  Mr. Alden testifies that Aqua does 
not expect a major change in the rate of replacement. 

 
Mr. Alden discusses Aqua’s proposed replacement schedule for meters.  He 

explains that the continued annual costs for future meter replacements not performed 
as part of a QIP surcharge rider filing would be paid for out of the meter replacement 
budget.  Aqua does not expect a major change in the rate of replacement. 
  

Mr. Alden explains Aqua’s proposed replacement schedule for gravity sewer 
collecting mains.  He states that the planned level of main replacement is higher than 
previous years, and is consistent with Aqua’s efforts to reduce inflow and infiltration and 
the potential for back-ups and overflows, thus upgrading the level of service and 
reliability for its customers. 
  

Mr. Alden further explains Aqua’s proposed replacement schedule for collecting 
sewers (force mains).  He explains that force main replacements typically are short, are 
installed in response to a specific pipe failure or leak, and are usually less than 30 feet 
in any year.  Mr. Alden explains that Aqua has identified major force main replacements 
for the next five years planned as part of a QIP surcharge rider filing.  Aqua is pursuing 
a replacement/relocation project currently for the Willowbrook division, but, Mr. Alden 
explains, Aqua expects to complete it prior to implementation of a QIP surcharge rider. 

 
Finally, Mr. Alden addresses Aqua’s proposed replacement schedule for sanitary 

sewer services.  He explains that, except for in Candlewick, property owners are 
responsible for the sanitary sewer service lateral.  Except for specific pipe failures, Aqua 
has not planned a lateral replacement program in Candlewick.  He states that when a 
sewer main is being replaced, Aqua budgets for the reconnection of the sewer lateral in 
the overall sewer main replacement project.  He explains that the cost of the lateral 
would be closed to the appropriate plant account. 

 
  



10 
 

V. Staff’s Position 
 
 In response to Aqua’s proposal, Staff submitted the direct testimony of 
Thomas Q. Smith, an Economic Analyst in the Water Engineering Program of the 
Safety and Reliability Division of the Commission.  (ICC Staff Exs. 1.0 – 1.1.)  Mr. 
Smith reviewed Aqua’s filing, and specifically the direct testimony and exhibits of Mr. 
Hanley and Mr. Alden.  Based on that review, Mr. Smith opines that Aqua has 
justified the need for the QIP Tariffs.  He further opines that Aqua has met the 
requirements of Section 9-220.2 of the Act and Part 656 of the Commission’s Rules.  
 

Mr. Smith describes the purpose of a QIP surcharge rider.  He explains that 
many water and sewer utilities currently possess distribution and collection facilities 
that are old, deteriorating, obsolete, and in need of partial replacement.  Without rate 
relief, however, these utilities may not possess adequate funds to replace 
deteriorating distribution and collection facilities on a timely basis.  Mr. Smith explains 
that a QIP surcharge rider provides timely rate relief and funding for the replacement 
of old deteriorating distribution and collection facilities by reducing the regulatory lag 
that occurs prior to the establishment of new rates through the traditional rate setting 
process.   

 
Mr. Smith also explains the general operation of a QIP surcharge rider.  

According to Mr. Smith, in general, a QIP surcharge rider has planning, construction, 
and financial components that must work in harmony to provide the utility with 
adequate funding to construct the required plant replacement and to protect 
customers from the burden of unnecessary replacements.  Mr. Smith continues, in 
the first phase, the utility is expected to identify and prioritize aging mains, services, 
meters, and hydrants.  Once it has identified infrastructure that might need to be 
replaced, the utility would be expected to explore other options for the replacement of 
the infrastructure, such as repair or delay of replacement.  Mr. Smith explains that 
after choosing the option of replacing the infrastructure, it is reasonable that a budget 
for the project be established by the utility and approved in accordance with utility 
policy.  He continues that, in the third phase, actual construction would begin and 
proceed until the project is completed and placed in service.  According to Mr. Smith, 
during the planning and construction phase, it is necessary for the utility to track the 
cost of each separate QIP project.  Because Commission Rules 656.60(b)(1) and 
656.80(d) calculate recoverable QIP cost using the average of month-end balances, it 
is necessary that cost also be maintained on a monthly basis.  Mr. Smith explains 
that the monthly cost is used for determination of the monthly QIP surcharge 
percentage and for the purpose of the annual reconciliation.  

 
Mr. Smith also believes that Aqua’s proposal in this case is not unique.  He 

recognizes that Aqua currently possesses QIP surcharge riders applicable to its 
Kankakee and Vermilion Divisions and approved by the Commission in Docket No. 01-
0561.  He explains that the tariffs proposed by Aqua in this proceeding are in substance 
identical to those approved in Docket No. 01-0561.  Mr. Smith also recognizes that 
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Illinois-American Water Company, the largest public water and sewer utility in Illinois, 
possesses QIP surcharge riders as well. 

 
 Based on his review of Aqua’s filing and in light of his testimony, Mr. Smith 
recommends that the Commission Order: (1) Aqua to file the QIP surcharge rider tariff 
sheets within five (5) working days of the Final Order entered in this proceeding, with an 
effective date of not less than five (5) working days after the date of filing, with individual 
tariff sheets to be corrected within that time period, if necessary; (2) after the QIP 
surcharge rider is in effect, Aqua to file the QIP surcharge percentage on an information 
sheet with supporting data no later than the 20th day of the month preceding the 
effective date of the QIP surcharge percentage, with an effective date of the first  day of 
the following month; and (3) that any existing over/under recovery amount for the 
Vermilion QIP surcharge, including the R Factor and O Factor components, should be 
carried forward and included in future reconciliations of the new QIP for the combined 
Vermilion, Willowbrook, and Oak Run divisions. 
 
VI. COMMISSION CONCLUSION 
 

For the reasons given by the witnesses testifying on behalf of Aqua and the 
Commission’s Staff, the QIP Tariffs Aqua proposes for its Willowbrook Water, 
Willowbrook and Candlewick Sewer, University Park Water, University Park and Tri-
Star Estates Sewer, Candlewick and Fairhaven Estates Water, Oak Run Water, and 
Ellwood Greens Sewer Divisions are just, reasonable and should be approved.  The 
QIP Tariffs meet the requirements of Section 9-220.2 of the Illinois Public Utilities Act 
and conform to Part 656 of the Commission’s Rules.  Further, Aqua’s filing in this case 
meets the requirements for a QIP surcharge rider filing under Part 656.  The 
Commission also agrees with the recommendations of Staff.  Aqua should file the QIP 
surcharge rider tariff sheets within five (5) working days of the date of this Final Order, 
with an effective date of not less than five (5) working days after the date of filing, with 
individual tariff sheets to be corrected within that time period, if necessary.  After the 
QIP surcharge rider is in effect, Aqua should file the QIP surcharge percentage on an 
information sheet with supporting data no later than the 20th day of the month 
preceding the effective date of the QIP surcharge percentage, with an effective date of 
the first day of the following month.  Finally, any existing over/under recovery amount for 
the Vermilion QIP surcharge rider, including the R Factor and O Factor components, 
should be carried forward and included in future reconciliations of the new QIP for the 
combined Vermilion, Willowbrook, and Oak Run divisions. 

 
VII. FINDINGS AND ORDERING PARAGRAPHS 
 

The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that: 
 

(1) Aqua Illinois, Inc. provides water and sewer public utility service to the 
public in certain areas of Will, Kankakee, Vermillion, Boone, Kane, Knox, 
Lake, Champaign, Cook and DeKalb Counties in the State of Illinois and is 
a public utility within the meaning of the Act; 
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(2) the Commission has jurisdiction over Aqua and the subject matter of this 

proceeding; 
 

(3) the conclusion and statements of fact set forth in the prefatory portion of 
this Order are supported by the evidence and the record and are hereby 
adopted as findings of fact; 
 

(4) Aqua’s filing meets the requirements of Part 656 of the Commission’s 
Rules; 

 
(5) Aqua’s QIP Tariffs meet the requirements of Section 9-220.2 of the Act 

and conform to Part 656 of the Commission’s Rules; 
 

(6) Therefore, for the reasons stated above, the QIP Tariffs for Aqua’s 
Willowbrook Water, Willowbrook and Candlewick Sewer, University Park 
Water, University Park and Tri-Star Estates Sewer, Candlewick and 
Fairhaven Estates Water, Oak Run Water, and Ellwood Greens Sewer 
Divisions filed with the Commission on April 30, 2013, suspended on June 
5, 2013, resuspended on September 18, 2013, and also identified by Aqua 
as Aqua Exhibits 1.1 – 1.6 in this proceeding are reasonable and should 
be approved; 
 

(7) Within five (5) working days of the date of this Final Order, Aqua should 
file the QIP Tariffs with an effective date of not less than five (5) working 
days after the date of filing, with individual tariff sheets to be corrected 
within that time period, if necessary;   
 

(8) After the QIP surcharge rider is in effect, Aqua should file the QIP 
surcharge percentage on an information sheet with supporting data no 
later than the 20th day of the month preceding the effective date of the 
QIP surcharge percentage, with an effective date of the first day of the 
following month; and 
 

(9) Any existing over/under recovery amount for the Vermilion QIP surcharge, 
including the R Factor and O Factor components, should be carried 
forward and included in future reconciliations of the new QIP for the 
combined Vermilion, Willowbrook, and Oak Run divisions. 

 
IT IS THEREFORE ORDERED that the QIP surcharge rider tariffs submitted in 

this proceeding for Aqua’s Willowbrook Water, Willowbrook and Candlewick Sewer, 
University Park Water, University Park and Tri-Star Estates Sewer, Candlewick and 
Fairhaven Estates Water, Oak Run Water, and Ellwood Greens Sewer Divisions, filed 
with the Commission on April 30, 2013, suspended on June 5, 2013, resuspended on 
September 18, 2013, and also identified by Aqua as Aqua Exhibits 1.1 – 1.6, are 
reasonable and are approved. 
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IT IS FURTHER ORDERED that, within 5 business days from the date of this 

Order and no later than the 20th day of the month preceding the effective date, Aqua 
should file as a compliance filing tariffs substantially in the form of the QIP Tariffs 
marked as Aqua Exhibits 1.1 – 1.6, such tariffs to be marked with an effective date of 
January 1, 2013 (or the first day of any month following January 1, 2013). 

 
IT IS FURTHER ORDERED that after the QIP surcharge riders are in effect, 

Aqua should file the QIP surcharge percentage on an information sheet with supporting 
data no later than the 20th day of the month preceding the effective date of the QIP 
surcharge percentage, with an effective date of the first day of the following month. 

 
IT IS FURTHER ORDERED that any existing over/under recovery amount for the 

Vermilion QIPS, including the R Factor and O Factor components, should be carried 
forward and included in future reconciliations of the new QIP for the combined 
Vermilion, Willowbrook, and Oak Run divisions. 

 
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 ____ day of _________ 2013. 
 

 


