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BEFORE THE
I LLI NOI S COMMERCE COMM SSI ON

IN THE MATTER OF:

| LLI NOI S- AMERI CAN WATER
COMPANY and SOUTH BELOI T
WATER, GAS AND ELECTRI C
COMPANY No. 05-0724
PETI TI ON FOR APPROVAL OF
PROPOSED REORGANI ZATI ON | N
ACCORDANCE W TH 7-102 and
7-204 OF THE PUBLI C UTILITIES
ACT.

N N N N N N N N N N N

Chi cago, Illinois
April 7th, 2006

Met, pursuant to notice, at 10:00 a.m
BEFORE:

MS. CLAUDI A SAI NSOT, Adm nistrative Law Judge
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APPEARANCES:

DEFREES & FI SKE, LLC, by

MS. LESLI
200 South

E RECHT
M chi gan Avenue

Suite 1100

Chi cago,

IL 60604

(312)372-4000
for South Beloit Water,

Gas and Electric

Conmpany;
MR. JOHN J. REI CHART
727 Craig Road
St. Louis , MO 63141
for Illinois-American Water Conmpany;

[111NO S COMERCE COWMM SSI ON, by
MS. LI NDA M. BUELL

572 East Capitol Avenue
Springfield, IL 62701
(217)557-1142

for Staff.

SULLI VAN REPORTI NG COMPANY, by

Devan J. Moore, CSR

Li cense No.

084-004589
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W t nesses:

Direct

Cross direct

Re-

Re-

By

cross Exam ner

Ri chard E. Potter

Number
Sout h Bel oi t

I AWC Exhi bit
| AWC Exhi bit
| AWC Exhi bit
I AWC Exhi bit
I AWC Exhi bit

Staff Exhibit
Staff Exhibit
Staff Exhi bit
Staff Exhibit

EXHIBI TS

For ldentification
Exhibit Nos. 1.0 - 5.0
Nos. MIH-1.0
Nos. MIH-1.1 through 1.6
Nos. MIH- 2.0,
Nos. BK-1.0, BK-2.0R, BK-2.1
Nos. BK-2.2 and BK-3.0

Nos. 1.0 and 5.0

Nos. 2.0 and 6.0

Nos. 3.0 and 7.0

Nos. 4.0 and 8.0

29

I n Evidence

32

32
32
32
35
35

37
38
39
40
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JUDGE SAI NSOT: By the authority vested in ne
by the Illinois Commerce Comm ssion, | now cal
Docket No. 05-0724. 1t is the Petition of
Il'linois-American Water Conpany and South Bel oit
Wat er, Gas and Electric Conpany for Reorganization in
Accordance with Section 7-102 and 7-204 of the Public
Utilities Act.

W Il the parties identify thensel ves
for the record, please.

MS. RECHT: Leslie Recht for the Law Firm of
Defrees & Fiske, appearing on behalf of South Belooit
Water, Gas and El ectric Conpany. My address is
200 South M chigan, Suite 1100, Chicago, Illinois
60604.

MR. REI CHART: Appearing on behal f of
Il'linois-American Water, John Reichart. My address
is 727 Craig Road, St. Louis, M ssouri 63141.

MS. BUELL: Appearing on behalf of Staff

wi t nesses of the |Illinois Commerce Comm ssion, Linda
M. Buel |, 527 East Capitol Avenue, Springfield,
Illinois 62701.

JUDGE SAI NSOT: Are there any further
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appear ances?

Let the record reflect that there are
none.

Okay. Petitioners, would you like to
proceed?

MS. RECHT: Yes. Judge, we had a status
hearing earlier this week. And at that status
heari ng what we agreed was that the Applicants,
[11inois-American Water and South Beloit, would
present their testimny of the their witnesses in
written form  South Beloit has brought copies of its
testimony, Richard E. Potter, and also the testinmony
of Barbara Siehr.

And, also, at the status conference
earlier this week you indicated that you wanted to
cross-exam ne Richard Potter. So he is avail able,
Judge, online to be sworn in and cross-exam ned this
nor ni ng. Bar bara Siehr is not avail able because
there were no questions for her. And | have hard
copies for the court reporter of the South Belooit
testimony and also the testinony to be offered by
I111inois-American.
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JUDGE SAI NSOT: Okay. \What exhibit number is
M. Potter? Why don't we start with him

MS. RECHT: We've marked M. Potter's testinony
as SBWGE Exhibit 1.0. And after that, it's in parens
REP-1. W also have supplemental direct testinony of
M. Potter that's marked as SBWGE Exhibit 2.0 in
parens REP- 2.

JUDGE SAI NSOT: So you're proffering
M. Potter's testimony?

MS. RECHT: We'd like to call M. Potter and
have him sworn so that he can testify this morning.

JUDGE SAI NSOT: M. Potter?

MR. RI CHARD E. POTTER: Yes, your Honor.

JUDGE SAI NSOT: Coul d you raise your right

hand, pl ease
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(Wtness sworn.)

RI CHARD E. POTTER
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

EXAM NATI ON

BY

JUDGE SAIl NSOT:

Q Okay. | just have a few questions of you
for point of clarification.

On page 6 of your direct testinmony you
tal k about average hydraulic gradients. Could you
define that.

A Your Honor, that's a termthat relates to
el evati on changes that would cause changes in
pressures that then creates a need for engineering
design to accomodat e adequate pressure at customer
| ocations and services.

So what the analysis is speaking to is
that on average hydraulic gradients is different
among each of the three systens. They're extreme on
each system based on the |l ocation fromthe el evated
storage or the punmping booster station. But, agai n,
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speaking to the fact that on average the system has
significantly different hydraulic pressures and
gradi ents based on el evation.

So there was some additional devices
needed to be able to interconnect the system such as
pressure reducing balance. W don't over pressure
services in one |location, and then also all future
conpani es, pressure was added to them.

Q Okay. Thank you very much. | have one

nore question for you.

You -- on pages 3 and 4 of your direct
testi mony you spoke about a W sconsin Utility Hol di ng
Conpany issue. Could you el aborate as to what that
i S.

A Certainly. We were unclear about the

i mpact of that particular Act as it relates to our
situation, owning further assets in Illinois and

W sconsin and being South Beloit Water, Gas and

El ectric Company under the holding company of the
Lange Energy (phonetic), whether that would cause a
problem for an entity to acquire an asset in

W sconsin and be able to do so wi thout being
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constrained or made to meet provisions of that

requi rement that they otherw se would not have had
not being a Wsconsin Utility otherwi se. And that
was, indeed, the determ nation by some of the parties
that were interested otherw se but were basically not
willing to spend the effort to further determ ne

whet her that was going to be a requirement that they
had to meet or not.

Q And that's a statute or what?

A Yes. The specific act, I'ma little bit
out of my area of expertise here. But suffice it to
say it was intended to protect Wsconsin custoners
and rate payers as it relates to assets that
utilities m ght own outside of W sconsin outside of
the control of W sconsin State Authority.

Q Okay. Thank you very much.

A You're wel conme.

Q | have no further questions. You've been
very hel pful, M. Potter.

MS. RECHT: Your Honor, we'd |like to offer into
the record the direct testinony of Richard E. Potter

mar ked as Exhibit 1.0, the supplemental testinmny of
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Ri chard E. Potter marked as 2.0, the affidavit of

Ri chard E. Potter marked as Exhibit 3.0, the direct
testi mony of Barbara Siehr marked as Exhibit 4.0, and
the affidavit of Barbara Siehr marked as Exhibit 5.0.

JUDGE SAI NSOT: Any objection?

MS. BUELL: Staff has no objections to SBWGE
1.0 or 2.0 but was wondering why M. Potter would
need an affidavit since he is presently avail able.

MS. RECHT: That's just the procedure that we
had agreed to. | can take it out, if you want. |
just thought rather than going through on the record
the information that's in the affidavit -- | didn't
do that because we were putting the affidavit in.

MS. BUELL: That's fine. No objection from
Staff, your Honor.

JUDGE SAI NSOT: Okay. That being the case,
South Beloit Exhibit 1.0, 2.0, 3.0, 4.0 and 5.0 are
entered into evidence

(Wher eupon, South Beloit Exhibit
Nos. 1.0 - 5.0 were adm tted
into evidence.)

MS. RECHT: Thank you, your Honor.
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exhi bit?

John, do you want

MR. REIlI CHART: Yes.

May | do so now, Judge?

JUDGE SAI NSOT: Yes, you

may .

MR. REI CHART: Staff has previously --

sorry.

Staff.

JUDGE SAI NSOT: It's okay, John.

MR. REI CHART:

prepared a document for subm ssion at

t oday.
MIH- 1.0,
Hof f man.
MIH-1.6.
for M.

No. MIH-

document

The person identified is | AWMC Exhi bit

titled the direct

It

I n addition,

Hof f man that's been | abel ed as

2. 0.

i ncl udes attachment

Movi ng to our next

| abel ed | AWC Exhi bi t

direct testimny of Bob Kahn;

| abel ed

| AWC Exhi bit No. BK- 2.

suppl ement al

finally,

M.

direct testinony of Bob Kahn;

Kahn's affidavit,

No. BK-1.0,

testi mony of

wi t ness

to identify your

' m

The company has previously

t he hearing

| AWC Exhi bit

No.

M chael J.
MIH- 1.1 through

we' ve prepared an affidavit

we have a

titled

t he second docunent

OR, titled

whi ch

t hi nk

revi sed

and,

may
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need to correct the | abeling on. It should read now
| AWC Exhi bit No. BK-3.0.

MS. RECHT: It's not conpletely clear on this
one, John. Do you mnd if I just wite in 3.0

MR. REI CHART:

Yes. Thank you.

JUDGE SAI NSOT: You mean you don't m nd?

?

MR. REI CHART: | don't m nd. Thank you for
doi ng that.

JUDGE SAI NSOT: Okay. I's there any objection
to the adm ssion of | AWC Exhibit MIH-1.0, MIH-1.1
through 1.6, MIH-2.0, BK-1.0, BK-2.0R and BK-3.0,
of which are | abeled | AWC docunment s?

MS. BUELL: No objection from Staff, your
Honor .

MR. REI CHART: Judge, can | make one nore
not ati on?

Attached to the Exhibit BK-2.0R are
two attachments. And just for the record I'd |like

identify them  Th

al

to

e first is the map of the proposed

certificated area currently | abeled | AWC Exhibit N

BK-2. 1.

Exhi bi t

The second exhibit, which is | abel ed

No.

BK-2. 2

is the metes and bounds

| AWC

0.
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description. These are attached to the underlying
revised supplemental direct testimny of M. Kahn.
And we just wanted to identify those. It is our
intent to have them included in the subm ssion as
wel | .

JUDGE SAI NSOT: Thank you. Is there any
objection to those two docunents?

MS. BUELL: No objection from Staff, your
Honor .

JUDGE SAI NSOT: That being the case, your
motion is granted, Counsel. And all of the
previously nmentioned exhibits are entered into
evi dence.

MR. REI CHART: Thank you.

(Wher eupon, | AWC Exhi bit Nos.
MIH-1.0, MIH-1.1 through 1.6

MIH-2. 0, BK-1.0, BK-2.0R,

BK-2.1, BK-2.2 and BK-3.0 were

admtted into evidence.)
MS. BUELL: John, did you nove Barbara Siehr's
testimony in?

MS. RECHT: | did.
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MS. BUELL: You did?

MS. RECHT: Yes.

MS. BUELL: Okay. And that would be 4.0 and
her affidavit is 5.0; is that correct?

MS. RECHT: Yes.

MS. BUELL: Thank you.

JUDGE SAI NSOT: Okay. Anything from Staff?

MS. BUELL: Yes, your Honor. Staff moves for
adm ssion into evidence the direct testinmny of
Thomas Q. Smith. This has previously been marked for
identification as I CC Staff Exhibit 1.0. It consists
of a cover page and 11 pages of narrative testinony.
And it was filed via the Comm ssion e-docket system
on March 31st, 2006.

JUDGE SAI NSOT: Do you have an affidavit?

MS. BUELL: Yes, | do. Staff moves for
adm ssion into the record the affidavit of Thomas Q.
Smth, previously marked for identification as |ICC
Staff Exhibit 5.0 and filed in the Comm ssion
e-docket system on April 5th, 2006.

JUDGE SAI NSOT: Is there any objection to
adm ssion of Staff Exhibit 1.0 and Staff Exhibit 5.07
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MS. RECHT: No, your Honor.

MR. REI CHART: No, your Honor.

JUDGE SAI NSOT: That being the case, your
motion i s granted, Counsel. And those two exhibits
are entered into evidence.

(Wher eupon, Staff Exhibit
Nos. 1.0 and 5.0 were admtted
into evidence.)

MS. BUELL: Thank you, your Honor.

Staff also moves for adm ssion into
the record the direct testimny of Mary H. Everson
previously marked for identification as ICC Staff
Exhi bit 2.0. This document consists of a cover page
and 11 pages of narrative testimny and was filed via
the Comm ssion's e-docket system on March 31st, 2006.

Staff also offers the affidavit of
Mary H. Everson, previously marked for identification
as | CC Staff Exhibit 6.0 and filed via the
Comm ssion's e-docket system on April 5th, 2006.

JUDGE SAI NSOT: Any objection to adm ssion of
t hose two documents into the record?

MS. RECHT: No, your Honor.
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MR. REIl CHART: No, your Honor.

JUDGE SAI NSOT: That being the case, your
motion is granted, Counsel. And Staff Exhibits 2.0
and 6.0 are entered into evidence

(Wher eupon, Staff Exhibit
Nos. 2.0 and 6.0 were admtted
into evidence.)

MS. BUELL: Thank you, your Honor.

Staff al so noves for adm ssion into
the record the direct testinony of M ke Luth. This
has been previously marked for identification as |ICC
Staff Exhibit 3.0. It consists of the cover page, 6
pages of narrative testimny, and a one-page Schedul e
3.0. This testinmny was previously filed via the
Comm ssion's e-docket system on March 31st, 2006. In
connection therewith, Staff also offers the affidavit
of M ke Luth, previously marked for identification as
| CC Staff Exhibit 7.0 and filed via the Comm ssion's
e-docket system on April 5th, 2006.

JUDGE SAI NSOT: Any objection to the adm ssion
of Staff Exhibit 3.0 and Staff Exhibit 7.0.

MS. RECHT: No, your Honor.
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JUDGE SAI NSOT: Okay. Hearing no objections,
those two exhibits, Staff Exhibit 3.0 and Staff
Exhibit 7.0, are entered into evidence.

(Wher eupon, Staff Exhibit
No. 3.0 and 7.0 were adm tted
into evidence.)

MS. BUELL: Thank you, your Honor.

And, finally, Staff offers the direct
testimony of M chael McNally. This testimony has
previously been marked for identification as |ICC
Staff Exhibit 4.0. It consists of a cover page and
five pages of narrative testinony and was filed via
the Comm ssion's e-docket system on March 31st, 2006.

I n connection therewith, Staff offers
the affidavit of M chael MNally, previously
identified as ICC Staff Exhibit 8.0 and filed via the
Comm ssion's e-docket system on April 5th, 2006.

JUDGE SAI NSOT: Any objection to adm ssion of
Staff Exhibit 4.0 or Staff Exhibit 8.07?

MS. RECHT: No, your Honor.

JUDGE SAI NSOT: Hearing no objection, your
motion is granted, Counsel. And Staff Exhibit 4.0
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and Staff Exhibit 8.0 are entered into evidence.
(Wher eupon, Staff Exhibit
Nos. 4.0 and 8.0 were admtted
into evidence.)

MS. BUELL: Thank you, your Honor.

Staff has no further evidence to enter
into the record.

MS. RECHT: Your Honor, could | ask whet her you
woul d |like to have the affidavit that South Bel oit
submtted this morning filed in e-docket? We didn't
get a chance to do that because we just got them
signed yesterday.

JUDGE SAI NSOT: Do you have hard copies here
with the court reporter?

MS. RECHT: Oh, yes.

JUDGE SAI NSOT: You don't need to file it. |
will file everything that she has

MS. RECHT: Thank you, your Honor. | just
wanted to clarify and make sure you didn't need that
done.

JUDGE SAI NSOT: Sure

OCkay. Is there anything further?
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MS. BUELL: Yes, your Honor, there is. As
Staff mentioned at the April 5th status hearing, Ms.
Everson does make three reconmendations to the
Comm ssion. And Staff believes that in order for the
Comm ssion to have a full and conplete record that a
statement needs to be made by counsel for both South
Beloit and Illinois-Anmerican that they agreed to
Ms. Everson's recommendations.

JUDGE SAI NSOT: Do you want to say what they
are?

MS. BUELL: Yes, your Honor. The first one
starts on page 10 of Ms. Everson's testinony, and she
reconmends that South Beloit be ordered to provide
copies to the manager of accounting of all documents
related to South Beloit's final reconciliation of its
wat er surcharge, cost and revenue that are provided
to Illinois-American within 30 days of the conpletion
of its reconciliation and transfer docunents to
Il'linois-American or 60 days after closing, whichever
comes first.

MS. RECHT: Your Honor, on behalf of South
Beloit, I'mstating for the record that South Beloit
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will conmply with this request by Staff and is willing
to have that be a condition in the order issued in
this docket.

MS. BUELL: And then further, on page 11 of
Ms. Everson's direct testimony, we ask that the
Comm ssion order Illinois-American to provide copies
of any future amendments to the whol esal e agreement
that it has with the City of Beloit in Wsconsin to
be mentioned with a copy to the manager of accounting
within 30 days after the effective date of the
amendment .

She further recomends to the

Conmmi ssion that Illinois-American be ordered to
furnish a copy of the final journal entries to the
Comm ssion with respect to the proposed transaction
within six months after the closing with a copy to
t he manager of accounti ng.

JUDGE SAI NSOT: Is that the third
recommendati on?

MS. BUELL: Yes, it is. | just read the second
and third, yes.

MR. REI CHART: Your Honor, with regard to those
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two recommendati ons, on behalf of IIlinois-American
| can represent that we are in agreement -- or we
have agreed to conply with those recomendati ons and
woul d not object to both recomendati ons being a
condition on the part of the Comm ssion for granting
the draft order as it will be drafted.

MS. BUELL: Staff has nothing further, your
Honor .

JUDGE SAI NSOT: Anything further fromthe
conpani es?

MS. RECHT: The only additional item, your
Honor, is to discuss for the record the procedural
schedul e for submtting a draft order in this docket.

JUDGE SAI NSOT: At the last status hearing we
di scussed getting it out a little before a month from
now. And you suggested that you just take a month.
Of course, you don't have to use the whole month, but
that gives you sonme |eeway in case an emergency pops
up or somet hing.

Is that still agreeable to all
parties?

MS. BUELL: It's agreeable to Staff, your
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Honor .

MR. REI CHART: It's agreeable to
II'linois-American, your Honor.

And we would ask, to the extent that
we did provide the order early, if your schedule
permts, if you could treat it as an expedited
docket, we'd certainly appreciate that.

JUDGE SAI NSOT: | certainly will. And given
the high quality of work that you all have done so
far, I'msure it will be easy for me to get that
order out.

That being said, the record is going

to be marked heard and taken. And a proposed draft

order should come out -- what's today, the 7th? So
we'll say May 7th. Is May 7th a weekday? Somebody
check.

MS. BUELL: No, it's Sunday. Friday, May 5th.
JUDGE SAI NSOT: Friday, May b5th. Okay.
Okay. Anything further?
MS. RECHT: No, your Honor.
MS. BUELL: Not hing from Staff, your Honor.

MR. REI CHART: No, your Honor.
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JUDGE SAI NSOT: Okay. Thanks.
MS. BUELL: Thank you.

HEARD AND TAKEN.
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