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Now Comes Illinois-American Water Company, (“Petitioner”, “IAWC”, or the 

“Company”), by and through its attorneys, and hereby submits this Initial Brief. 

I. Procedural History 
 
On March 15, 2010, IAWC submitted an Application in accordance with Section 

655.50 of the rules of the Commission, 83 Ill. Admin. Code 655.50, seeking initiation of a 

proceeding to review the annual reconciliation of revenues and costs under its Purchased Water 

and Purchased Sewage Treatment Surcharge Riders (“Riders”) for the year 2009.   IAWC filed 

reconciliations for the rate areas in which the Company had Riders in effect (“Areas”).  The 

Purchased Water Treatment Areas include Alpine Heights, Chicago Suburban, Fernway, 

Moreland, Southwest  Suburban,  Waycinden,  DuPage  County,  and  South  Beloit;  and  the 

Purchased Sewage Treatment Areas include Romeoville, Rollins, Country Club, and Valley 

View. 

On April 9, 2010, the Office of the Attorney General (“AG”) filed a motion to intervene 

in this proceeding.  On February 1, 2013, the Company filed the Direct Testimony and 

Attachments of Rich Kerckhove, Michael A. Smyth, and Kevin F. Hillen, in support of the 2009 

reconciliations. On February 7, 2013, the Company filed an additional Attachment to the Direct 

Testimony of Rich Kerckhove.    

On March 11, 2013, AG filed a motion to partially modify the procedural schedule.1 The 

motion was granted, extending the deadline for Staff of the Illinois Commerce Commission 

(“Staff”) and AG direct testimony from March 21, 2013 to April 3, 2013. On April 3, 2013, 

Mary H. Everson and William H. Atwood, Jr., filed Direct Testimony and Schedules on behalf of 

Staff.  The AG did not file any testimony.  On May 31, 2013, Rebuttal Testimonies of Rich 

1 Prior to filing it motion, the AG approached the Company and 1.) sought Company agreement  to extend the time 
afforded the AG to file testimony and 2.) requested that the Company respond to a new set of data requests on an 
expedited basis.  The Company agreed to, and complied with, both requests  
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Kerckhove and Michael A. Smyth were filed by the Company. On July 12, 2013, Staff filed the 

Rebuttal Testimony of William H. Atwood, Jr. 

On June 18, 2013, AG filed a corrected motion to strike portions of IAWC 

Exhibits 2.0, 2.0R, 2.01R and 2.02R. The Company filed a response to AG’s motion on 

July 9, 2013. AG followed with a reply to the Company’s response on July 16, 2013. On 

September 30, 2013, the Commission denied the AG’s motion to strike.  On September 

25, 2013, the evidence of the parties was entered into the record and the record was mark 

“Heard and Taken.” 

II. Relevant Statutes and Regulations 
 
Section 9-220.2 of the Public Utilities Act (“Act”) titled, “Water and sewer surcharges 

authorized,” describes the circumstances under which a water or sewer utility may file 

surcharges for the recovery of certain costs outside the confines of a general rate proceeding.  

Section 9-220.2(a) provides in part that the Commission may authorize a water utility to file a 

surcharge that adjusts rates and charges to provide for recovery of the cost of purchased water 

and the cost of purchased sewage treatment service.  Section 9-220.2(c) further states, “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.” Section 9-220.2 is 

administered by 83 Ill. Admin. Code 655, “Purchased Water and Sewage Treatment Surcharges”.  

III. Statement of the Case 
 
Staff and the Company are the only parties that have submitted testimony in this 

proceeding.  No other parties have submitted testimony either challenging the Company’s 

purchased water and purchased sewage treatment reconciliations or advocating alternative 

positions in opposition to the Company’s reconciliations.   
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 The only issue in dispute in this proceeding concerns the responsibility for excess 

sewage flow overage charges and the allocation of those costs between the Company and 

Country Club District customers as proposed by Staff witness Atwood. (ICC Staff Exhibits 2.0 

and 3.0) and responded to by Company witness Smyth.  (IAWC Exhibit 2.0 and 2.0R)    This 

issue pertains only to IAWC’s Country Club service area (“Country Club”) and is directly tied 

to the unique nature of the agreement with the Village of Elmhurst for the treatment of the 

Company’s customers sewage in this service area. 

A. The excess sewerage flow charges are a function of unique factors 

On May 15, 2001, the Commission approved the Company’s purchase of the assets of 

Citizens Utilities Company of Illinois (“Citizens”) in Docket No. 00-0476. Included in the 

transaction was the assumption by Illinois-American Water Company of Citizens’ agreements 

with four providers of sewage treatment services.  One of those agreements, dated November 

17, 1975, between the City of Elmhurst and Citizens, contained a provision that called for the 

unit rate for treatment of Country Club District sewage to be increased by a factor of 10 should 

the daily flows of sewage from Citizens’ system exceed 600,000 gallons or the peak flow 

exceed 415 gallons per minute.  Due to rainfall in Chicago during 2009, the peak flow exceeded 

the contract limit in three separate instances covering six days of significant rainfall, triggering 

the rate multiplier in the Country Club District. (ICC Staff Exhibit 2.0, pp. 5-6)  

Rainfall is a source of sewer system inflow and infiltration (“I/I”) and affects the volume 

of waste water carried through sewer mains on the waste water’s journey to a sewage treatment 

facility.   Inflow is a “clean” w a s t e  water flow and results from footing drains and storm 

water sump pumps connected to the sanitary sewer system, while infiltration, also a clean waste 

water flow, results from seepage of ground water into the sanitary sewer system through cracks 
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and defective joints in mains, manholes, and customer service lines.  All sewer systems suffer 

from some level of I/I and no industry standard exists for defining an acceptable level of I/I.   

During high rainfall events, unauthorized connections of footer and storm drains to the 

sanitary system may dramatically affect the amount of sewage flows through the sanitary sewer 

collection system.  (ICC Staff Exhibit 2.0, pp.4-7) 

Within the Country Club District, the Company provides purchased sewage treatment 

service to approximately 390 residential and commercial customers in or adjacent to the 

community of Elmhurst, Illinois.  IAWC collects County Club’s sewage and transports it to 

the City of Elmhurst for treatment and disposal.  In the 2006 and 2007 Company 

reconciliation proceedings, the Company incurred treatment charges from  Elmhurst  that  had  

been  stepped  up  by  a  factor  of  10  when  the  peak  flows exceeded 415 gallons per minute 

during high rainfall events.  Such charges were properly included in the prudently-incurred  

costs  of  purchased  sewage  treatment service and recovered through the respective 

reconciliations as approved by the Commission.  As noted above, these excess charges were 

incurred under the terms of a contract between IAWC and Elmhurst.    

In the Company’s most recent reconciliation proceeding for the year 2008 (Docket No. 

09-0151) entered July 31, 2012, the Commission made a ruling that resulted in a significant 

departure from past practice:  

The Commission agrees with Staff that IAWC should have begun addressing I/I 
problems in the “public” side of the system -- such as where ground water enters 
the sanitary sewers through such places as cracks, holes and defective joints in 
manholes and sanitary sewer mains -- earlier than it did. The Company had 
knowledge of these problems and control over the sources and the repair of them. 
Customers should not have to bear the full cost of excess charges associated with 
I/I from the Company’s side of the system.  
 
Responsibility for the I/I problem from the customer-owned private sources, 
however, is more complicated. IAWC does not have direct control over the 
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removal of unauthorized customer-owned building foundation and footing drains, 
other than by such means as disconnection of service which IAWC characterized 
as a drastic step. Although other Parties are critical of IAWC’s handling of these 
problems, they do not appear to be specifically recommending disconnection of 
offending customers. Accordingly, the Commission does not believe IAWC 
should be found imprudent, or subject to the 50/50 sharing, with respect to its 
incurrence of the portion of excess sewerage flow charges associated with I/I from 
these customer-owned sources.  
 
Staff notes that an SSES report stated that inflow from foundation drains is 
responsible for over one-third of I/I received by the Country Club sanitary sewer 
collection system. (Staff Initial Brief at 23) Thus, the Commission finds it 
reasonable to exclude one-third of the excess flow charges from the 50/50 
sharing. The 50/50 sharing will be applied to the other two-thirds of the excess 
flow charges in the reconciliation year, which results in a disallowance of 
$14,800, rather than $22,200 as proposed by Staff and AG, or zero as 
recommended by IAWC. The disallowance is reflected in Appendix B to this 
Order. (ICC Docket 09-0151, pp.39-40)   

 
The Commission concluded that the Company should have taken more steps to address I/I 

problems in the “public” (i.e., company owned) side of the system and ultimately ordered that 

responsibility for excess sewerage flow charges (minus the amount attributed to customer owned 

(“private”) sources be split between the Company and customers. As a result, the Company was 

unable to recover 1/3 of the costs it incurred that were associated with the excess sewer flow 

charges. 

In the instant docket, Staff witness Atwood proposes that the excess sewer flow costs 

should be allocated in the same manner as the last docket. (ICC Staff Exhibit 2.0)   IAWC 

opposes Staff’s position and respectfully requests that the Commission consider a different 

approach for this docket, in light of the testimony provided.   

B. The Company has and continues to properly maintain the Country Club System 

Company witness Smyth provided new evidence regarding the significant steps the 

Company has taken to improve the sanitary system in the Country Club Service Area since the 

2009 sewer service system evaluation study (“SSES”.)  For example, the Company rehabilitated 
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an additional 8,809 linear feet of sanitary sewer lines since 2009, bringing the total “public” 

main line sewer rehabilitation to 14,903 of the total 19,851 linear feet (or 75.21% of the entire 

system)2.  The Company has also replaced sewer main located under streets and at lift station 

facilities.  On the “private” side, IAWC has continued its efforts to address the issue of 

unauthorized connections to its sanitary system and has exceeded the “standards” being 

considered by the Metropolitan Water Reclamation District of Greater Chicago Advisory 

Technical Panel – Updating Infiltration and Inflow Control.  (IAWC Exhibit 2.0, pp. 2-3 and 6-

7)  Additional information regarding the Company’s efforts was provided in Smyth’s Exhibit 

2.01. Thus, the Company is and has been addressing the issues discussed in the Commission’s 

July 2012 Order.    

Moreover, the excess flow charges are in many cases the result of factors outside of 

IAWC’s control.    As explained by Mr. Smyth, the situations that give rise to the penalty clause 

of the Elmhurst contract are primarily caused by weather and NOT by “unreasonable” or 

“imprudent” acts on the part of the Company. The impact of weather in 2009 was particularly 

significant. In February 2009, rainfall was 200% of the normal amount for northeastern Illinois 

according to the National Climatic Data Center. On February 26 alone, 2.45 inches of rain fell on 

the Chicago area. In March, 2.59 inches of rain fell in the Chicago area on the seventh and 

eighth. In April, Illinois continued to get rain from various storms during the last eight days of 

the month and rainfall totaled 2.27 inches in the Chicago area. On one day in May, 2.0 inches of 

rain fell in the Chicago area, causing minor peak flow overages on the 26th and 27th. Four days 

of continuous rain in the middle of June also caused minor peak flow overages during that time 

period. The Company experienced excess flows again in October.  October 2009 was the wettest 

2 In light of the significant rehabilitation work completed on the “public” side, it is now likely that a greater portion 
of overall I/I can be attributed to the “private” side than the “over one third” SSES report figure that was cited in 
the above-referenced 09-0151 Commission Order. 
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on record in Illinois and 2009 was the second wettest year on record in Illinois. (IAWC Exhibit 

1.0)  The excess charges in question arise only during such heavy rain events and DO NOT occur 

in the normal day-to-day operation of the Country Club system.  Further, the taxing effect of 

weather on water and sewer systems is not unique to IAWC’s Country Club district.   As Mr. 

Smyth discussed in his rebuttal testimony, Elmhurst (the counterparty to IAWC’s sewer 

treatment contract) suffers from weather events that have a dramatic, and sometimes crippling, 

impact on its water and sewer systems.   As recently as April of 2013, Elmhurst experienced a 

storm that produced 7 inches of rain in 15 hours.  The storm occurred at a time when the ground 

was already completely saturated and unable to absorb any additional water. This significantly 

increased the amount of water that went into the sewer system and resulted in significant 

flooding. (IAWC Exhibits 2.01R and 2.02R)  Elmhurst’s history of struggles with weather is not 

limited to 2013.  In IAWC Exhibit 2.02R, Elmhurst Acting Mayor Levin provides “a history of 

flooding events”, citing to various rain events that have occurred in the past.  Two of the cited 

events correspond to the 2009 February and March rain events cited by Company witness 

Kerckhove as drivers of excess charges for the 2009 reconciliation year.  (IAWC Exhibit 1.0)   

In sum, the Company asks that the Commission consider the dramatic impact that 

significant weather events have on the Country Club system.  The evidence shows that 

circumstances that give rise to the excess charges are not part of the normal day to day operation 

and not due to imprudent maintenance or operation on the part of IAWC.  Further, as the 

evidence concerning the recent 2013 weather events displays, even after completion of extensive 

rehabilitation of the “public” side of the system, the Country Club system (like all systems in this 

geographic area) is still impacted by the few, but intense, weather events that may occur each 

year.   
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For the reasons set forth above, IAWC respectfully requests that the Commission enter an 

order finding the excess costs to be prudently incurred and fully recoverable.  In the alternative, 

the Company requests that the Commission reduce the level of the costs allocated to the 

Company, in light of the arguments above. 

 
C. Other 
 
IAWC has no “other” issues at this time, but reserves the right to address other issues 

as necessary in its reply brief. 

 
IV. Conclusion 

 
For  the  reasons   set   forth   above,   IAWC   respectfully   requests   that   the 

Commission issue an order adopting the Purchased Water Reconciliation as presented in 

Appendix A, and the Purchased Sewage Treatment Surcharge Reconciliation as presented 

Appendix B, and grant such further relief as may be just, reasonable and appropriate. 

 
  Respectfully submitted, 

 
      ILLINOIS-AMERICAN WATER COMPANY 
 
 
 
  By: /s/ John J. Reichart 
  John J. Reichart 
 Corporate Counsel 
 Illinois-American Water Company 
 727 Craig Road 
 St. Louis, MO 63141 

9 
 



Docket NO. 10‐0203
Appendix A

Page 1

Illinois‐American Water Company
Purchased Water Surcharge Reconciliation
For the Year Ended December 31, 2009

Volumetric and Fixed Costs

Total Water

Alpine Southwest
Line Heights Chicago Suburban DuPage County Fernway Moreland Suburban Waycinden South Beloit Total
No. Description Volumetric Fixed Volumetric Fixed Volumetric Fixed

(A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M)

1 Prior Period R Factor (1,159)$   26,557$      4,937$      138,946$     (27,451)$  10,493$     (13,805)$  368,946$       36,894$      10,067$      (599)$       553,826$      

2 Interest on prior year O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                (188)               16               (4)                ‐              (176)              

O Factors Carried Forward
3 2002 O Factor Ordered 12/3/2003 ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
4 2003 O Factor Ordered 2/2/2005 ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
5 2004 O Factor Ordered 12/21/2005 ‐              ‐                  ‐                ‐                   2,021       ‐                 ‐                (253,755)       (9,518)        ‐                  ‐              (261,252)      
6 2005 O Factor Ordered 3/6/2007 ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
7 2006 O Factor Ordered 3/26/2008 ‐              (31,765)      31,765     ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
8 2007 O Factor Ordered 8/19/2009 ‐              ‐                  ‐                31,148        11,560     ‐                 ‐                ‐                     ‐                  ‐                  ‐              42,708          
9 2008 O Factor Ordered 7/31/2012 ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                (9,382)           1,597          (179)            (19)          (7,983)          

10 Unamortized balance from previous reconciliation ‐              ‐                  ‐                ‐                   ‐                ‐                 (11,029)    ‐                     ‐                  ‐                  ‐              (11,029)        

11 South Beloit Beginning Balance ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     

12 (Over)/Under Recovery from Prior Period (1,159)    (5,208)        36,702     170,094      (13,870)    10,493       (24,834)    105,621        28,989       9,884          (618)        316,094       
   (Sum of Lines 1 through 9)

13 Current Year Recoverable Costs 58,507   1,127,137  804,630   1,100,164   575,888   500,647     32,488     11,637,571   630,650     300,679     33,000    16,801,361  

14 Current Year Revenue Recovered (59,182)  (993,255)    (747,064) (1,051,719) (560,144) (531,066)   (22,339)    (11,662,333) (695,804)    (306,517)    (32,824)  (16,662,248)

15 Other Adjustments ‐ NRW, DPWC Refund ‐              (27,451)      ‐                (207,265)     ‐                ‐                 ‐                (318,026)       ‐                  (3,329)        ‐              (556,071)      

16 (Over)/Under Recovery Balance at Year End (1,834)    101,223     94,267     11,274        1,874       (19,926)      (14,686)    (237,167)       (36,165)      718             (442)        (100,864)      
   (Sum of Lines 10 through 13)

Less: Factors O Ordered but not yet Collected/(Refunded)
17 2002 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
18 2003 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
19 2004 O Factor ‐              ‐                  ‐                ‐                   2,021       ‐                 ‐                (253,755)       (9,518)        ‐                  ‐              (261,252)      
20 2005 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
21 2006 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
22 2007 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                ‐                     ‐                  ‐                  ‐              ‐                     
23 2008 O Factor ‐              ‐                  ‐                ‐                   ‐                ‐                 ‐                (9,570)           16               (183)            (19)          (9,756)          
24 2009 O Factor ‐              (31,765)      31,765     261              97             ‐                 (874)         ‐                     ‐                  ‐                  137         (379)              

25 Unamortized balance from previous reconciliation ‐              ‐                  ‐                ‐                   ‐                ‐                 (14,717)    ‐                     ‐                  ‐                  ‐              (14,717)        

26 Less: R Factor (refunded)/Collected in Next Year (1,834)    132,988     62,502     11,013        (244)         (19,926)      905          26,158           (26,663)      901             (560)        185,240       

27 Cumulative Adjustment to Factor O ‐$             ‐$                 ‐$               ‐$                  ‐$               ‐$               ‐$               ‐$                    ‐$                 ‐$                 ‐$             (0)$                  



Docket NO. 10‐0203
Appendix B

Page 1

Illinois‐American Water Company
Purchased Sewage Treatment Surcharge Reconciliation

For the Year Ended December 31, 2009
Volumetric and Fixed Costs

Total Sewer

Country Valley
Line Club View Rollins Romeoville Total
No. Description

(A) (B) (G) (H) (J) (M)

1 Prior Period R Factor 67,236$    93,195$     (760)$        (4,236)$       155,435$      

2 Interest on prior year O Factor (296)         ‐                 ‐                ‐                  (296)              

O Factors Carried Forward
3 2002 O Factor Ordered 12/3/2003 ‐                ‐                 ‐                ‐                  ‐                    
4 2003 O Factor Ordered 2/2/2005 ‐                ‐                 ‐                (1,676)        (1,676)          
5 2004 O Factor Ordered 12/21/2005 ‐                (9,409)       ‐                (13)              (9,422)          
6 2005 O Factor Ordered 3/6/2007 (988)         ‐                 ‐                47               (941)              
7 2006 O Factor Ordered 3/26/2008 (1)              ‐                 ‐                ‐                  (1)                  
8 2007 O Factor Ordered 8/19/2009 8,032       ‐                 ‐                7,933          15,965          
9 2008 O Factor Ordered 7/31/2012 (14,800)    ‐                 ‐                ‐                  (14,800)        

10 Unamortized balance from previous reconciliation ‐                48,109      4,140       ‐                  52,249          

11 South Beloit Beginning Balance ‐                ‐                 ‐                ‐                  ‐                    

12 (Over)/Under Recovery from Prior Period 59,183     131,895    3,380       2,055          196,513       
   (Sum of Lines 1 through 9)

13 Current Year Recoverable Costs 299,339   543,526    14,830     18,877       876,573       

14 Current Year Revenue Recovered (192,004) (625,789) (18,741)    (27,942)      (864,475)      

15 Other Adjustments ‐ NRW, DPWC Refund ‐                ‐                 ‐                ‐                  ‐                    

16 (Over)/Under Recovery Balance at Year End 166,518   49,632      (530)         (7,009)        208,611       
   (Sum of Lines 10 through 13)

Less: Factors O Ordered but not yet Collected/(Refunded)
17 2002 O Factor ‐                ‐                 ‐                ‐                  ‐                    
18 2003 O Factor ‐                ‐                 ‐                (1,676)        (1,676)          
19 2004 O Factor ‐                (9,409)       ‐                (13)              (9,422)          
20 2005 O Factor (988)         ‐                 ‐                47               (941)              
21 2006 O Factor (1)              ‐                 ‐                ‐                  (1)                  
22 2007 O Factor ‐                ‐                 ‐                ‐                  ‐                    
23 2008 O Factor (15,096)    ‐                 ‐                ‐                  (15,096)        
24 2009 O Factor 10,192     ‐                 ‐                133             10,325          

25 Unamortized balance from previous reconciliation 127,451   ‐                 ‐                ‐                  127,451       

26 Less: R Factor (refunded)/Collected in Next Year 44,960     59,041      (530)         (5,500)        97,971          

27 Cumulative Adjustment to Factor O ‐$               ‐$                ‐$               ‐$                 ‐$                   
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