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IAWC EXHIBIT 2.00 

Q. Please state your name. 1 

A. Brian W. LaGrand 2 

Q. Please state your business address, telephone number and e-mail address. 3 

A. 727 Craig Road, St. Louis, Missouri 63141, telephone 314-996-2357, e-mail: 4 

brian.lagrand@amwater.com. 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed by American Water Works Service Company (“AWWS”) as Treasury 7 

Analyst IV.  AWWS is a subsidiary of American Water Works Company, Inc. 8 

(“American”) that provides shared services to American’s water utility subsidiaries. 9 

Q. Please summarize your higher education. 10 

A. I received a Masters of Business Administration from Washington University in St. Louis, 11 

with a concentration in Finance, and a Bachelor of Science in Business Administration, 12 

from the University of Dayton, with a major in accounting.  After graduation from the 13 

University of Dayton, I was licensed in Ohio as a Certified Public Accountant. 14 

Q. Have you participated in additional educational activities? 15 

A. Yes.  I have attended the Utility Rate Seminar sponsored by the National Association of 16 

Regulatory Utility Commissioners (“NARUC”) Water Committee and have participated in 17 

various continuing education programs sponsored by my former employers and by 18 

AWWS. 19 

Q. Please summarize your employment experience. 20 

A. After graduation from the University of Dayton, I was employed as an auditor by J.D. 21 

Cloud and Associates.  After graduating from Washington University, I was employed 22 

for two years with May Department Stores in the Capital Planning & Analysis 23 
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department.  Thereafter, I spent ten years with Anheuser-Busch Companies in various 24 

roles in Corporate Treasury, Business Development and Marketing.  I joined AWWS in 25 

my current capacity in June 2010. 26 

Q. Have you previously testified before this Commission in other proceedings? 27 

A. Yes, Illinois American’s acquisition of the City of Grafton’s water system in 2013, Docket 28 

No. 13-0073. 29 

Q. Have you testified before any other regulatory commissions? 30 

A. Yes.  I have testified before the Missouri Public Service Commission, and I have 31 

participated in regulatory matters in California. 32 

Q. Please summarize your responsibilities as Treasury Analyst IV. 33 

A. My responsibilities as Treasury Analyst IV primarily involve evaluating potential 34 

investments made by American and its subsidiaries. 35 

Q. Are you generally familiar with the business, facilities and the operations of 36 

Illinois-American Water Company (the “Company” or “Illinois-American”) in each 37 

of its divisions? 38 

A. Yes.   39 

Q. Are you generally familiar with the books and records of the Company? 40 

A. Yes. 41 

Q. What is the purpose of your testimony in this proceeding? 42 

A. The purpose of my testimony is to address the rate, financial, and accounting aspects of 43 

the acquisition of the Hardin County Water Company (“Hardin”) water utility and 44 

expansion of the Company’s certificated area, and to discuss issues regarding the 45 

Company’s election to use the procedures of the Illinois Small Systems Viability Act, 220 46 
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ILCS 5/9-210.5 (the “Act”), to establish the rate base of the Hardin water utility.  Mr. 47 

Jeffery Kaiser, Director of Engineering for Illinois-American, will testify to other aspects 48 

of this transaction. 49 

Q. What rates, rules and regulations will be applicable to customers within the area 50 

requested to be certificated in this proceeding? 51 

A. As to rates, the customers within the area requested to be certificated will continue to 52 

pay the current Hardin rates as of closing of the acquisition. Illinois-American’s rules and 53 

regulations on file with the Commission from time to time will apply to the Hardin 54 

customers. 55 

Q. Please explain Hardin’s existing rate structure. 56 

A. Hardin customers currently pay a flat fee of $30 for the first 1,000 gallons of usage per 57 

month, and an additional $10 for each additional increment of up to 1,000 gallons 58 

thereafter. The average water bill is approximately $70 per month for 5,000 gallons of 59 

water use, as shown on Exhibit 2.01.  60 

Q. Will any of the Company’s tariffs be revised to reflect the addition of Hardin? 61 

A. Yes. The Company will file a new tariff sheet setting forth the Hardin rates, and will file a 62 

new Original Title Sheet to reflect the inclusion of the Hardin area customers in the 63 

Company’s service territory. 64 

Q. Is Illinois-American capable of financing the proposed asset purchase without 65 

significant adverse financial consequences for the utility or its customers? 66 

A. Yes.  Illinois-American has access to all of the necessary funds to support its purchase 67 

of these assets through its parent, American. 68 
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Q. How does Illinois-American propose to finance the acquisition? 69 

A. The acquisition will be initially financed with internally generated funds and/or short-term 70 

debt.  To the extent short-term debt is required, permanent financing ultimately will be 71 

provided through a combination of long-term debt and equity capital. 72 

Q. Did Illinois-American Water elect the procedures of the Act to establish the rate 73 

base of the Hardin water utility? 74 

A. Yes. The Company elected the procedures of the Act to establish the rate base of the 75 

Hardin water utility. Under Section 210.5(c) of the Act, three appraisals of the Hardin 76 

water utility were performed. The appraised values were as follows: $1.580 million, 77 

$1.650 million, and $1.815 million. Section 210.5(c) of the Act provides that the average 78 

of these three appraisals shall represent the fair market value of the water utility that is 79 

being acquired. The average of the three appraisals is $1,681,667.  80 

Q. Section 210.5(d) of the Act also provides that the “reasonable transaction and 81 

closing costs incurred by” the Company “shall be treated consistent with the 82 

applicable accounting standards under this Act.” What are the Company’s 83 

transaction costs (besides the appraiser fees, which will be addressed below)?  84 

A. None besides the appraisals.  85 

Q. Section 210.5(d) of the Act also provides: “The amount of the appraiser's fees to 86 

be included in the transaction and closing costs shall not exceed the greater of 87 

$15,000 or 5% of the appraised value of the water or sewer utility being acquired.” 88 

What are the appraiser costs? 89 

A. The total appraiser costs, per the contracts approved by Commission Staff, are $62,900. 90 

Because this amount is less than 5% of the appraised value of the Hardin utility, that is, 91 

$84,038, the $62,900 in appraiser costs are to be included in transaction and closing 92 

costs. 93 
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Q. Given this fair market value, what will be the rate base associated with the Hardin 94 

utility as acquired and incorporated into the rate base of Illinois-American Water? 95 

A. Section 210.5(d) of the Act provides: 96 

The lesser of (i) the purchase price or (ii) the fair market value determined under 97 
subsection (c) of this Section shall constitute the rate base associated with the 98 
water or sewer utility as acquired by and incorporated into the rate base of the 99 
district designated by the acquiring large public utility under this Section, subject 100 
to any adjustments that the Commission deems necessary to ensure such rate 101 
base reflects prudent and useful investments in the provision of public utility 102 
service. 103 

   Therefore, including transaction costs, the rate base of the Hardin utility will be 104 

$1,744,567, unless Hardin and the Company agree to a lesser purchase price.  105 

Q. Section 210.5(d) of the Act also provides that the acquired utility shall be 106 

“incorporated into the rate base of the district designated by the acquiring large 107 

public utility.” Further, Section 210.5(f) provides: 108 

The large public utility shall recommend the district or tariff group of which 109 
the water or sewer utility shall, for ratemaking purposes, become a part 110 
after the acquisition. The Commission's recommended district or tariff 111 
group shall be consistent with the large public utility's recommendation, 112 
unless such recommendation can be shown to be contrary to the public 113 
interest. 114 

Which district does the Company designate and recommend for the Hardin utility 115 

rate base after acquisition? 116 

A. The Hardin utility will be incorporated into the rate base of the Company’s Zone 1 117 

district. 118 

Q. Have you performed an analysis of the first-year revenue following the acquisition 119 

of the Hardin utility?  120 

A. Yes.  Attached as IAWC Exhibit 2.02 is a schedule estimating additional annual 121 

revenues from Hardin customers of $430,920.  122 
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Q. Please discuss the proposed accounting treatment for the acquisition. 123 

A. Attached is IAWC Exhibit 2.03, which shows the proposed journal entries to record the 124 

acquisition.  The entry proposes to initially record the transaction by debiting account 125 

104 – Utility Plant Purchased or Sold and crediting cash for $1,744,567.  The original 126 

cost of the assets will then be recorded in Utility Plant in Account 301, 303, 311, 330, 127 

331, 334, 335 and 339, offset by Accumulated Reserve in Account 108.  Account 104 128 

will be credited to complete the transfer to the Utility Plant accounts. 129 

Q. How do you propose accounting for the transaction costs for this acquisition? 130 

A. According to the 1996 USOA for Water Utilities, expenses for Mergers and 131 

Consolidations should be recorded in account 301 – Organizational Costs.  IAWC 132 

proposed to depreciate these costs over 20 years to Account 403. 133 

Q. How did you compute Accumulated Depreciation of Utility Plant Assets, as shown 134 

on IAWC Exhibit 2.03? 135 

A. Accumulated Depreciation is based on a 2.5% depreciation rate used in the appraisals. 136 

Q. What depreciation rates does IAWC propose to use going forward? 137 

A. IAWC proposes using IAWC’s depreciation rates for Zone 1 established in IAWC’s most 138 

recent rate proceeding.    139 

Q. Does this conclude your testimony? 140 

A. Yes, it does. 141 
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