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I. Witness Identification And Background 1 

1. Q. Please state your full name and business address. 2 

 A.  Thomas J. Bunosky, 1000 South Schuyler Avenue, Kankakee, Illinois, 3 

60901. 4 

 5 

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

 A. I am Vice President and Regional Manager of Aqua Illinois, Inc. 7 

(“AQUA”). 8 

 9 

3. Q. Are you the same Thomas J. Bunosky who previously provided 10 

prefiled written direct testimony in this matter? 11 

 A. Yes, I am.   12 

 13 

II. Purpose Of Testimony 14 

4. Q. What is the purpose of your rebuttal testimony in this 15 

proceeding? 16 
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 A. The purpose of my rebuttal testimony is to respond to the direct 17 

testimony of ICC Staff witnesses recommending disallowance of costs 18 

in the following areas: 19 

 1)  The disallowance of power and chemical costs based upon Staff’s 20 

erroneous calculation of what they label “unaccounted for water”, 21 

 2)  Aqua’s consistently Commission-approved Incentive compensation 22 

program,  23 

 3) Charitable contributions,   24 

 4)  Industrial Association dues,   25 

 5)  Advertising expense,   26 

 6)  Sludge hauling expenses, and    27 

 7) Capital Expenditures update.   28 

 29 

III. Power & Chemical Costs 30 

5. Q. What has Staff recommended regarding power and chemical 31 

costs in rates?  32 

 A. Staff is recommending disallowance of more than ten percent of 33 

Aqua’s costs for power and chemicals.  The justification provided for 34 

this recommendation is that the Kankakee system has an 35 

unaccounted-for water percentage that is currently above fifteen 36 

percent.   37 

 38 

6. Q. Does Aqua agree with Staff’s recommendations? 39 
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 A. No, for several reasons.  First, Staff does not calculate Unaccounted 40 

for Water properly.  Had they done so, taking all appropriate factors 41 

into account as I will discuss below, Aqua might be close to the fifteen 42 

percent guideline.   43 

 44 

  Second, the fifteen percent threshold referenced by Staff comes from 45 

the American Water Works Association’s (“AWWA’s”) Water 46 

Distribution Systems Handbook, which sets fifteen percent as “a 47 

commonly accepted rule of thumb for acceptable levels of 48 

unaccounted for water”, but notes that this is “highly site specific”.   In 49 

other words, it is not a hard and fast rule, but recognizes that individual 50 

facts and circumstances need to be taken into account.   51 

 52 

7. Q. What is the formula for calculating Unaccounted For Water 53 

(“UFW”)? 54 

 A. The generally accepted formula for the calculation of UFW is as 55 
follows:   56 

 57 
   UFW = Water Pumped to DS – [MW + OMW +UW]  58 
          Water Pumped to DS    59 
  60 

   Where:   UFW  = Unaccounted For Water 61 

     DS  = Distribution System 62 

     MW = Metered Water sales to customers 63 

     OMW = Other Metered Water uses 64 

     UW = Accounted for Unmetered Water 65 
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 66 

8. Q. Please describe what is included in “Other Metered Water”. 67 

 A. Other Metered Water uses are uses that are metered but are not billed.  68 

There are three key examples of this:  69 

1) Water Treatment Plant Usage: The water treatment plant uses 70 
water that is taken from the distribution system after the meter that 71 
is used to determine the amount of water that is pumped to the 72 
distribution system.  73 

 74 
2) Municipal uses at fire department facilities and other government 75 

structures – this water is metered but is not billed to the customer 76 
 77 

3) Company facilities – water that is used at the Company’s facilities 78 
but not billed.   79 

 80 
 81 

 82 
9. Q. Please define “Accounted for Unmetered Water”. 83 

 A. As the AWWA’s Manual of Water Supply Practices: Water Audits and 84 

Leak Detection manual notes, many water utilities provide some 85 

authorized, but unmetered, use of water.  There are ten basic 86 

components to this element of the UFW equation, as follows:   87 

1) Unmetered water through customers’ meters – meters cannot 88 

measure water below a certain flow rate. As an example, a 5/8” 89 

meter (majority of meters in the Kankakee system) cannot measure 90 

water that is used below ¼ gallon per minute flow rate, which is 91 

analogous to a toilet leak or drippy faucet.  Therefore, there is a 92 

need to take into account the amount of water that is unmetered at 93 

this flow rate, on average, and then multiply this amount by the 94 

number of meters in the system.   95 
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2) Unmetered Water through joints of pipes in the system.  Every 96 

water system has expected leakage through the numerous joints of 97 

the pipes in the system. In the Kankakee system, there are 98 

approximately 330 miles of pipe or 1,742,400 feet of pipe. With a 99 

joint every 18 feet on average in the system, that equates to 96,800 100 

joints in the system. Each joint has a potential for leakage.  101 

Therefore, while  the AWWA rule of thumb again assumes that this 102 

acceptable and known leakage is contained within the 15% figure, it 103 

recognizes that the 15% figure must be adjusted for the number of 104 

joints in the specific system and an acceptable leakage per joint 105 

calculated.  106 

 107 

3) Unmetered water through fire hydrants.  Each fire hydrant has 108 

many joints, valves and weep holes that drain the hydrant and other 109 

connections that have a potential for acceptable and unpreventable 110 

water loss. The amount of water escaping from a hydrant is higher 111 

than from one joint of pipe.   The amount of water per hydrant that 112 

is unmetered needs to be determined through research and that 113 

amount per hydrant is then multiplied by the number of hydrants in 114 

the system (system specific information) to determine the amount 115 

of unmetered water loss through hydrants in that particular system. 116 

 117 
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4) Unmetered water through each customer’s water service 118 

connection.  Each water service connection, be it company owned 119 

or the customer’s owned service connection has joints and will 120 

consequently have an acceptable leakage per service connection. 121 

Again, while the AWWA 15% rule of thumb assumes that this 122 

amount is contained within the 15% Unaccounted for Water 123 

amount. This amount needs to be adjusted to the system specific 124 

information on the actual number of service connections that are in 125 

that particular system. A system with fewer services versus a 126 

system with a high number of services determines the amount of 127 

unmetered water through the services that is acceptable.  Once the 128 

acceptable leakage per service connection is determined, that 129 

amount is multiplied by the number of service connections in the 130 

system to determine the amount of acceptable water loss through 131 

service connections. 132 

 133 

5) Unmetered water through each main line valve in the system.  Each 134 

main line valve has gaskets on the joint of the valve and the pipe 135 

that it is connected to. In addition, the valve that is operated has 136 

sealing material around the apparatus that turns the internal valve. 137 

This is commonly referred to as the “packing” on the valve. Each 138 

valve has the potential for leakage through these areas.  While 139 

AWWA assumes this amount to be in the 15% guideline, the actual 140 
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amount needs to be determined based on the number and type of 141 

valves in a particular system. The Kankakee system has 142 

approximately 3,800 main line valves. Once an acceptable amount 143 

of leakage is determined through research, then that amount is 144 

multiplied by the 3,800 valves to calculate the acceptable 145 

accounted for water that is lost through main line valves. This then 146 

determines the amount for the specific characteristics of that 147 

system. 148 

 149 

6) Fire Hydrant Flushing.  All Fire hydrants in the Kankakee system 150 

are flushed at least annually.  Some hydrants are flushed more 151 

frequently, depending upon water quality. The amount of water 152 

flushed, which is based on the flow rate and the duration of the 153 

flushing, varies with each hydrant and is not always measured. This 154 

amount needs to be estimated each year for the amount of water 155 

that is unmetered accounted for water use, and the amount of 156 

flushing water that is used is system specific.   157 

 158 

7) Municipal use of fire hydrants.  Each municipality uses hydrants for 159 

fighting fires, fire fighting drills, street cleaning, and sewer 160 

maintenance. These uses are ongoing throughout the year and are 161 

not metered. The amount of water that is used through these 162 
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operations is system specific based on the municipal level of 163 

activity of the various departments within each municipal operation. 164 

 165 

8) Water loss through known main leaks and service leaks.  Main 166 

leaks and service leaks occur throughout the year. In the Kankakee 167 

system approximately 100 main leaks and 50 service leaks occur 168 

per year. These leaks become known as the water surfaces to the 169 

ground level and are repaired either immediately if during regular 170 

business hours or the next regular business day if not causing any 171 

damage, a safety hazard or not affecting the customer’s pressure 172 

or flow.  The water that is lost through these leaks is known, but the 173 

quantity depends upon the rate of flow and the duration. The rate of 174 

flow needs to be estimated and the duration is usually known from 175 

the time that the leak was reported or found. 176 

 177 

9) Water used through blowoffs in the system.  Water is used through 178 

outlets in the system, usually on deadend mains where water is 179 

stagnant due to low usage. To maintain water quality, these 180 

blowoffs are opened periodically or are run continuously for a 181 

prolonged period of time to maintain water quality.   Again, the 182 

amount of water used in a particular system for the use is system 183 

specific and needs to be determined.  184 

 185 
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10)  Water used at pump stations through water cooled packing glands.  186 

Pumps in booster stations use water to cool the packing glands 187 

around the shafts of the pumps. In addition, these packing glands 188 

are not tightened to prevent water loss because allowing water to 189 

escape around these shafts prolongs the life of the shaft and pump.  190 

Again, the amount of water lost for this valid reason will be system 191 

specific.   192 

 193 

10. Q. Does Aqua have estimates for the various sources of accounted 194 

for Unmetered Water on the Kankakee System?   195 

 A. Not at this time.  However, the Illinois General Assembly recently 196 

amended the Public Utilities Act to add some special provisions 197 

relating to water utilities.  These provisions, signed into law by the 198 

Governor on June 25, 2006, state that “by December 31, 2006, each 199 

water public utility shall file tariffs with the Commission to establish the 200 

maximum percentage of unaccounted-for water that would be 201 

considered in the determination of any rate or surcharges.  The rates 202 

or surcharges approved for a water public utility shall not include 203 

charges for unaccounted-for water in excess of this maximum 204 

percentage without well-documented support and justification for the 205 

Commission to consider in any request to recover charges in excess of 206 

the tariffed maximum percentage”. 207 

 208 
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   Aqua has commenced the process of quantifying the various 209 

Accounted for Unmetered Water categories as discussed above, and 210 

developing the required tariffs for the Commission’s consideration.  211 

Those will be filed in due course.  212 

 213 

11. Q. Is Staff’s analysis of UFW for Kankakee correct? 214 

 A. No.  The Staff’s “Unaccounted For Water” water figure is based on an 215 

incorrect calculation.  Staff has confused “Unaccounted for Water”, the 216 

equation for which is set forth above,  with “Metered Ratio”.   217 

 218 

12. Q. What is “Metered Ratio”? 219 

 A. Metered Ratio is the ratio of metered sales to the customer versus 220 

what the Water Treatment Plant pumps out to the distribution system, 221 

as shown in the following mathematical equation:   222 

    Metered Ratio =  _____MW________ 223 
       Water pumped to DS 224 
 225 
  Where:  DS = Distribution System 226 

     MW  =  Metered Water Sales to Customers 227 

 228 

13. Q. What is the difference between “Unaccounted for Water” and 229 

“Metered Ratio”? 230 

 A. A comparison of the two equations makes the differences apparent.  231 

“Metered Ratio” is simply the ratio of metered sales to water pumped 232 

into the distribution system.   “Unaccounted For Water”, on the other 233 



 11

hand, includes in the calculation key elements of “Accounted for 234 

Unmetered Water.   235 

 236 

  As discussed above where the ten categories of Accounted for 237 

Unmetered Water are defined, some of these uses, such as fire 238 

hydrant and system flushing, can be significant uses. 239 

 240 

14. Q. Given this difference, would it be acceptable to base a regulatory 241 

decision or rule with regard to Unaccounted for Water on Metered 242 

Ratio, as Staff suggests?   243 

 A. No.  As the AWWA Manual of Water Supply Practices makes clear, it 244 

is generally accepted practice in the water industry to calculate 245 

“Unaccounted for Water” including accounted for unmetered water on 246 

a system specific basis.   Staff provides no basis upon which to deviate 247 

from standard, generally accepted practices here by substituting 248 

Metered Ratio for a system’s specific Unaccounted for Water.     249 

 250 

15. Q. What is the Metered Ratio for the Kankakee system?   251 

  A. In Kankakee, the Metered Ratio for January through December 2005 is 252 

74.5%. The Staff, in its testimony, states that Kankakee’s Metered 253 

Ratio is 73% and  then takes this Metered Ratio and subtracts this ratio 254 

as a percent from 100% and classifies it as 27% Unaccounted For 255 

Water.  As discussed above, this is incorrect.    In fact, if accounted for 256 
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metered water and unaccounted for unmetered water were to be 257 

properly accounted for, Aqua’s Unaccounted For Water would likely be 258 

at or below the fifteen percent general guideline set forth in the Water 259 

Distribution Systems Handbook.  260 

 261 

16. Q. Why is the fifteen percent threshold for unaccounted for water a 262 

guideline, and not a hard and fast rule?   263 

 A. It is a guideline because each water system’s metered and unmetered 264 

water use is unique.  The number of joints, meters, valves, service 265 

connections, hydrants and terrain in a water system are specific to that 266 

system and therefore the amount of water that is unmetered  but 267 

acceptable will likewise be unique to the system.   268 

 269 

In addition, the water that flows through fire hydrants is used for fire 270 

fighting activities, municipal uses, and flushing programs.  This water 271 

use is, again, acceptable even though it is not metered customer 272 

usage.  Thus, the number of hydrants and their frequencies of use  can 273 

have a significant effect on the amount of water that is not metered for 274 

customer usage, but nonetheless acceptable for a particular system.   275 

 276 

Another issue is the age of a system.  As a water system ages, it will 277 

develop additional water loss over and above that of a new system.  278 

Therefore, the age of a particular system must be accounted for in 279 
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judging an acceptable amount of leakage depending upon that 280 

system’s unique age. 281 

 282 

17. Q. Has unaccounted for water, or metered ratio, been an issue in any 283 

previous Aqua cases?   284 

 A. No.  Neither the Staff nor the Commission raised either Metered Ratio 285 

or Unaccounted For Water as an issue in the 2003 Kankakee rate 286 

case, nor was it raised in either of the more recent Aqua cases – 287 

Vermillion (Docket No. 04-0442) and Woodhaven/Oak Run (Docket 288 

Nos. 05-0071 and 05-0072).   289 

 290 

18. Q. Should the Commission disallow recovery of Aqua’s costs in this 291 

rate case based upon Staff’s presentation of Aqua’s Metered 292 

Ratio? 293 

A. No, for two reasons.  First, Staff’s analysis is in error.  The Kankakee 294 

system does not have Unaccounted for Water of 27%.  It has a 295 

January through December 2005 Metered Ratio of 74.5%.   Hence, the 296 

Staff’s recommendation that the Commission disallow costs due to 297 

excessive Unaccounted For Water is erroneous.   Indeed, as stated 298 

above, if accounted for metered water and accounted for unmetered 299 

water were to be accounted for, Aqua’s Unaccounted For Water could  300 

be at or below the fifteen percent general guideline set forth in the 301 

Water Distribution Systems Handbook. 302 
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 303 

   Second, the Illinois General Assembly has passed legislation that is 304 

directly targeting this issue.   All water and sewer public utilities are 305 

required to make a filing with the Commission by December 31, 2006.  306 

The Commission shall then “establish the maximum percentage of 307 

Unaccounted For Water that would be considered in the determination 308 

of any rates or surcharges”. 1    It is therefore premature to take up the 309 

matter of unaccounted for water in this proceeding, outside the purview 310 

of the Commission’s statutorily-mandated evaluation.  311 

 312 

IV.   Incentive Compensation 313 

19. Q. What is Staff’s recommendation regarding Aqua’s incentive 314 

compensation expense? 315 

 A. Staff is recommending that incentive compensation expense of 316 

$71,876 be disallowed in rates.  They base this recommendation upon 317 

their view that Aqua’s incentive compensation plan does not benefit 318 

ratepayers, but rather benefits solely shareholders.    Ms. Everson also 319 

suggests that “the larger the increase in rates granted by the 320 

Commission, the more success Aqua will have in achieving its financial 321 

performance goal”.  She then goes on to take the Company to task for 322 

tying financial health to payment of incentive awards, suggesting that 323 

this cannot benefit ratepayers.    324 

 325 
                                                 
1   220 ILCS 5/8-306(m). 
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20. Q.  Has the Commission previously ruled on and discussed Aqua’s 326 

incentive compensation program? 327 

 A. Yes. In the previous rate case for Aqua’s Kankakee Division, Docket 328 

No. 03-0403, the Commission approved the same program that is at 329 

issue here, stating that the program sets “targets for a broad range of 330 

objectives, rather than tying compensation directly to earnings 331 

performance.  Many of the goals established by the Company promote 332 

ever-increasing water quality, customer service and system safety”.   333 

Docket No. 03-0403, Order at p. 15.  The Commission then went on to 334 

acknowledge that, while an element of the program may benefit 335 

investors by achieving cost reduction goals, “the Commission is of the 336 

opinion that ratepayers are the primary beneficiaries of the incentive 337 

compensation program as a whole”.  Id. 338 

 339 

  The same basis for approving Aqua’s incentive compensation expense 340 

was echoed in the Vermillion rate case at Docket No. 04-0442.  In that 341 

case, the Commission once again ruled upon the same incentive 342 

program that is at issue here, and once again held  that the Company’s 343 

examples of incentive compensation goals did “provide support for 344 

recovery of the incentive compensation expense”, and also noted that 345 

the incentive compensation plan in Vermillion was “virtually identical” to 346 

the plan approved in the previous Kankakee rate case.  Docket No. 04-347 

0442, Order, p. 22.    348 
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 349 

21. Q.   Mr. Bunosky, while Aqua's Incentive Compensation program has 350 

been approved in previous Aqua rate case dockets, do you agree 351 

that Incentive Compensation expense must be supported on a 352 

case by case basis? 353 

 A.  Yes.  That is clearly the requirement of the Commission.  I believe the 354 

accomplishments discussed below such as the infrastructure 355 

replacement, no water or environmental standards violations, 356 

development of the capital facilities plan,  employee safety training, 357 

facilities security exercises, installation of nine miles of 20" water main 358 

to serve Grant Park customers and proposal of a plant facilities charge 359 

which would reduce 2007 rate base by approximately $175,000, as set 360 

forth in Exhibit 6.4,  provides net and tangible benefits to ratepayers.  361 

Further, the reduction of 2007 rate base by $175,224 is a quantifiable, 362 

specific savings to the ratepayer.  In fact, Mr. Monie's rebuttal 363 

demonstrates that the Company's proposal will result in a rate base 364 

reduction of $865,988 annually in the years following 2007 assuming 365 

customer growth remains at about 550 units per year.  To now disallow 366 

Incentive Compensation as Staff recommends would not only penalize 367 

the Company for incenting its employees to excel in their performance, 368 

but would also discourage such employees from going above and 369 

beyond the call of duty in faithfully serving Kankakee Division 370 

customers. 371 
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 372 

22.  Q. What is the Company’s response to Staff’s recommendation? 373 

 A. Ms. Everson’s proffered justifications against Aqua’s incentive 374 

compensation expense are the same arguments that have been 375 

rejected in the two past Aqua cases discussed above:  Kankakee 376 

(Docket No. 03-0403) and Vermillion (Docket No. 04-0442).  Moreover, 377 

in Aqua’s most recent rate cases, Woodhaven (Docket No. 05-0071) 378 

and Oak Run (Docket No. 05-0072), Staff did not object to Aqua’s 379 

incentive compensation program – again, the same plan that is at 380 

issue here.   381 

 382 

23. Q. Please describe Aqua’s incentive compensation program.   383 

 A. The purpose of the Aqua incentive compensation plan is to motivate 384 

employees to achieve efficiencies, cost reductions and service 385 

enhancements.    The program has two elements.  First, it sets target 386 

goals for employees to meet, and a range of achievement.  The 387 

amount of the incentive award depends upon the degree to which the 388 

specified goals are achieved.  Hence, incentive compensation 389 

payments are linked directly to employee performance goals.  Second 390 

is a financial health element.  If the Company as a whole does not 391 

achieve a set level of net income, then incentive compensation is not 392 

awarded.    This financial health element was an aspect of Aqua’s 393 
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incentive program when the Commission approved it previously in 394 

Docket Nos. 03-0403 and 04-0442.    395 

 396 

24. Q. Does the incentive compensation program create value and 397 

savings that benefit Kankakee ratepayers?   398 

 A. Absolutely.  A number of specific incentive compensation goals were 399 

identified by the Company in response to Staff Data Request MHE 400 

1.16, attached hereto as Exhibit 6.2.  These, and other goals, along 401 

with their associated benefits to customers, are set forth in Exhibit 6.3, 402 

attached hereto.     The goals outlined in these two exhibits do directly 403 

benefit customers.  A few examples establish the point.    404 

 405 

  The goal to construct and place in service $4.9M in Qualifying 406 

Infrastructure Plant Surcharge (“QIPS”) projects serves customers by 407 

proactively putting necessary infrastructure replacements in service, 408 

rather than being reactive and waiting until system components fail 409 

unexpectedly.  This results not only in improved water flow and 410 

improved water quality, but also fewer water customers out of service 411 

and fewer water quality issues.  412 

 413 

  The goal of having no Safe Drinking Water Act (“SDWA”), National 414 

Pollutant Discharge Elimination System (“NPDES”), Environmental or 415 

Occupational Safety and Health Administration (“OSHA”) violations 416 
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provides clear benefits to ratepayers in the form of superior water 417 

quality.   It also, if achieved, creates savings for the customer in the 418 

form of cost avoidance, since remediation of environmental violations 419 

can be quite costly.  In addition, this goal also benefits the public in 420 

general in the form of a better, cleaner environment with fewer 421 

pollutants.   Not only do Aqua customers benefit, but the natural 422 

environment is enhanced, since it, too, requires clean water to thrive.   423 

 424 

  The goal of eliminating OSHA violations enhances a safe work 425 

environment for all employees, who are the key to customers service 426 

and water quality.     427 

 428 

  The goal of conducting a comprehensive capital facilities plan on the 429 

Kankakee water treatment plant has customer value at its core.  The 430 

exercise has a very definite benefit to customers in the form of 431 

improved customer service and accommodation of customer growth.   432 

It allows the Company to evaluate the need for capital projects, plan 433 

them in a sequence that will promote cost savings and then execute 434 

coincident with the need. 435 

   436 

25. Q. Are these examples, and those set forth in Exhibits 6.2 and 6.3, 437 

the sum and total of the goals and benefits derived from the 438 

incentive compensation program? 439 
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 A. Certainly not.  As Aqua indicated in its response to Staff Interrogatory 440 

MHE 1.16 (attached hereto as Exhibit 6.2), qualifying events to merit 441 

the inclusion of Incentive Compensation in cost of service need not 442 

entirely result from previously established goals.  For example, 443 

Chairman’s Awards were awarded to employees in 2004 for their 444 

efforts in the installation of nine miles of the 20” Grant Park water main 445 

which was begun in August of 2003 and in service by December 31, 446 

2003 – significantly ahead of schedule.  This outstanding 447 

accomplishment to provide improved service to Grant Park customers 448 

was completed in a five month construction timeframe despite delays 449 

due to easement acquisition issues and engineering delays.  Rather 450 

than incur costs associated with additional outside contracting support, 451 

the Company saved money for its customers by hiring part-time 452 

employees to supplement its own work force.  Clearly specific dollar 453 

savings and tangible benefits resulted from this extraordinary effort., 454 

which Staff has completely disregarded in its testimony.  455 

 456 

26. Q. Staff testimony asserts that dependence upon the financial 457 

performance of the Company benefits shareholders, not 458 

ratepayers. Do you agree?   459 

 A.  No.   Staff’s position fails to recognize that a financially healthy utility 460 

benefits all ratepayers.  Financially healthy utilities have the ability to 461 

fulfill their legal obligations to provide safe and adequate service by  462 
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funding capital improvements, responding timely to emergencies and 463 

planning for the future.  Companies that are not financially viable, such 464 

as the many troubled water systems like the ones Aqua has acquired 465 

over the years, frequently have difficulty meeting their obligations and 466 

serving the needs of their customers. 467 

 468 

   As the Company has indicated in both responses to discovery in this 469 

case and in previous Aqua cases before this Commission, the award of 470 

incentive compensation is dependent upon the company as a whole 471 

achieving a set level of financial performance.  If the company does not 472 

meet that goal, then the incentive compensation is not awarded.   473 

 474 

   Staff asserts that this “threshold” of financial performance sets up a  475 

“gatekeeper effect”, whereby if the Company’s target net income is not 476 

achieved for the year, then the incentive compensation is not paid to 477 

employees, yet ratepayers are still paying for the incentive 478 

compensation in their rates.   479 

 480 

27. Q. How does the Company respond to Staff’s criticisms?   481 

  A. The argument advanced by Staff Witness Everson in her testimony, 482 

which she labels as the “gatekeeper effect” is the same argument that 483 
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the Commission has rejected in prior cases2.  Without the label, what 484 

the argument nets down to is the suggestion that, if a company ties its 485 

incentive compensation awards to earnings, then the incentive 486 

compensation program benefits shareholders and not ratepayers.   487 

 488 

   Setting an earnings threshold below which incentive compensation is 489 

not paid, however, ensures customers are kept whole rather than 490 

benefiting ratepayers.  Whether the Company will earn the threshold or 491 

not is an unknown until the end of the year when earnings are 492 

determined.  As such, employees will strive throughout the year to 493 

serve customers better in order to receive compensation without 494 

knowing whether the Company will achieve the threshold.  If the 495 

threshold is not obtained, then customers still benefit from the 496 

increased efforts the employees have advanced throughout the year.  497 

Customers will further benefit in that situation from the compensation 498 

not being paid to employees because the amount that would otherwise 499 

compensate employees will instead have been used to pay for 500 

operating and capital expenses that were necessary to provide quality 501 

service to customers throughout the year.  Therefore, it is only proper 502 

to pay incentive compensation when earnings are above a threshold 503 

such that all expenses necessary to provide quality service are already 504 

satisfied.    505 

                                                 
2   Tariffs seeking general increase in water Rates for the Kankakee Water Division (Tariffs filed on May 
21, 2003), Docket No. 03-0403, Order Dated April 13, 2004;  Aqua Illinois, Inc. Proposed General Increase 
In Water Rates, Docket No. 04-0442, Order dated April 20, 2005. 
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 506 

   Further, in this situation, i.e., when incentive compensation is not paid 507 

because earnings are too low, shareholders do not benefit because 508 

earnings are below the return the Commission has allowed the 509 

Company.  Shareholders are not gaining an excessive return because 510 

incentive compensation is not paid, as Staff suggests.  On the other 511 

hand, when earnings are above that threshold level, the amount paid in 512 

incentive compensation, which would otherwise go to shareholders, 513 

instead goes to reward those employees who have strived to provide 514 

quality service throughout the year.  As such, shareholders again do 515 

not benefit by receiving extra earnings.   516 

 517 

   Accordingly, Staff’s criticism is simply not true in the case of Aqua’s 518 

incentive compensation program.  As the examples discussed above 519 

show, as well as the Exhibits appended hereto and referenced above, 520 

many of the goals of the incentive compensation program are oriented 521 

towards service quality, reliability and meeting customer needs.  522 

Although shareholders do benefit from a company that serves its 523 

customers well and meets its Commission authorized rate of return, 524 

the customers are really the ultimate beneficiaries.  Hence, Staff’s 525 

assertions are not accurate as to Aqua’s incentive compensation 526 

program.  527 

     528 
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28. Q. Has Aqua’s incentive compensation program been approved by 529 

the Commission previously? 530 

A. Yes.  As discussed, Aqua’s incentive compensation program has 531 

previously been approved in the prior Kankakee rate case at Docket 532 

No. 03-0403, as well as in Aqua’s Woodhaven/Oak Run (Docket No. 533 

05-0071/05-0072 Consolidated) and Vermillion (04-0442) rate cases.   534 

The program has not changed since these approvals were given.   535 

 536 

V. Charitable Contributions 537 

29. Q. Do you agree with Mr. Ostrander’s adjustment to remove $6,563 538 

of Charitable Contributions or donations that are community 539 

related? 540 

 A. No.  Mr. Ostrander proposes to disallow the following legitimate 541 

charitable contributions: 542 

  Description       Amount 543 
  Bradley-Bourbonnanais Little League    $    300 544 
  City of Kankakee (Summerfest)       1,438 545 
  City of Kankakee (Northeast Side Christmas Party)       500 546 
  Fraternal Order of Police           400 547 
  Kankakee County Teen Court        1,000 548 
  N.A.A.C.P.          1,500 549 
  Village of Aroma Park         1,000 550 
  Village of Bradley                      200 551 
  Village of Bourbonnais            125 552 
  Village of Manteno            100 553 
  TOTAL           6,563 554 
 555 
 556 
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30. Q. Please explain the Company’s response to Mr. Ostrander’s 557 

recommendation to disallow certain community related 558 

contributions.  559 

 A.     Aqua has made a business decision to be involved in the local 560 

community whenever possible.  Not only does this promote trust with 561 

the customers we serve, but it is also being a good neighbor in the 562 

community.  Customers appreciate the fact that Aqua Illinois, Inc. takes 563 

the time to be involved and cares about what happens within the 564 

community.   220 ILCS Section 5/9-227 states that “the Commission 565 

shall be prohibited from disallowing by rule, as an operating expense, 566 

any portion of a reasonable donation for public welfare or charitable 567 

purposes”. 568 

 569 

   Contributions such as City of Kankakee (Northeast Side Christmas 570 

Party) charitably support a program for under privileged boys and girls 571 

who would not experience Christmas fellowship and receive Christmas 572 

gifts if it were not for the interest of business and individuals each year.  573 

Clearly this program for underprivileged children is for the betterment 574 

of the public welfare.   575 

 576 

   The Kankakee County Teen Court is another program that is in the 577 

public welfare interest.  This court affords our area young people who 578 

have made mistakes the chance to straighten out their lives without the 579 
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burden of a criminal record.    The program is designed to develop the 580 

teens and not lose them to more serious offenses.  Such offenses 581 

would not only be costly to those who commit them, but to our entire 582 

community, including Aqua customers.   583 

 584 

   The Company believes that donations to the Bradley-Bourbonnais 585 

Little League also help our youth in the community by giving them 586 

structure in their life and something constructive to do with their time.  587 

Support for Little League baseball is clearly a public welfare action on 588 

behalf of the Company.  The entire community, including our Kankakee 589 

Division customers, would be lacking significantly without Little League 590 

Baseball as a social and athletic foundation for its young.   591 

 592 

   Support for our police department should certainly meet the public 593 

welfare test.  Safety as provided by our police department to the 594 

community, including our employees who ensure water service to our 595 

customers, is undeniably necessary.  We believe support for the 596 

Fraternal Order of Police is therefore a reasonable cost of service 597 

charitable organization.   598 

 599 

31. Q.  Mr. Bunosky, do you believe the $6,563 of charitable 600 

contributions that Mr. Ostrander recommends be disallowed is a 601 

burden to ratepayers as he suggests? 602 
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 A.   No.  The amount included in the revenue requirement is less than 603 

.04% of our overall Kankakee Division revenue requirement, which has 604 

the effect of adding approximately $0.18 to the proposed average 605 

annual residential water bill.  I believe  this $0.18 extra per year, or 606 

another penny and a half per month, to help Aqua support the 607 

organizations and programs discussed herein is reasonable and meets 608 

the qualifications of allowed charitable donations. 609 

 610 

32. Q.   Mr. Bunosky, would you please summarize your position with 611 

respect to Charitable Contributions? 612 

 A.   Certainly.  I believe the entire amount of Charitable Contributions as 613 

shown on Schedule C-7, page 5 of 5, attached hereto as Exhibit 6.5, 614 

are reasonable donations for public welfare or charitable purposes, 615 

and should be included entirely in cost of service.   616 

 617 

VI.  Industrial Association Dues 618 

33. Q. What is Staff recommending in regard to Aqua’s Industrial 619 

Association Dues? 620 

 A. Staff is recommending that a total of $ 3,374 associated with the 621 

lobbying expense and industry association dues be disallowed in rates 622 

- $1571 for the Kankakee River Chamber of Commerce, and $1721 for 623 

AWWA and NAWC lobbying.  Mr. Ostrander bases this lobbying 624 

expense constitutes 19% of total Industrial Association Dues. 625 
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   626 

34. Q. What is the Company’s response to Staff’s recommendation with 627 

regard to lobbying expense? 628 

A. The Company agrees that lobbying expense should not be included in 629 

rates.  However, the Company disagrees with Mr. Ostrander’s 630 

assumption that Lobbying expense is included in the Industrial 631 

Association Dues expense that was submitted in the future test year.  632 

The National Association of Water Companies (NAWC) does include in 633 

its invoices lobbying expense of 19%, but the Company deducted 19% 634 

for lobbying expense before the allocation of NAWC dues to the 635 

Kankakee division.  The American Water Works Association (AWWA) 636 

only has lobbying expense of 3% to 5% associated with its invoices per 637 

year.  Again, the Company did deduct the 5% for lobbying expense 638 

from the invoice amount before the allocation of expense to the 639 

Kankakee Division.  For further clarification, please refer to Projected 640 

Industrial Association Dues, attached hereto as Exhibit 6.6.  641 

Consequently, because the Kankakee Division budget revenue 642 

requirement does not include the lobbying expense which the Staff 643 

recommends be disallowed, the Staff’s adjustment should be rejected.     644 

 645 

35. Q. What is the Company’s response to Staff’s recommendation on 646 

Aqua’s membership in the Kankakee River Valley Chamber of 647 

commerce? 648 
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 A. The purpose of the Chamber of commerce is to improve the business 649 

climate of the river valley area.  The Chamber works to attract 650 

businesses to the area, thus helping to make our area a desirable 651 

place to live and work.  The $1571 of Kankakee River Valley Chamber 652 

of Commerce annual membership dues amounts to less than .01% of 653 

our overall Kankakee Division revenue requirement.  It has the effect of 654 

adding approximately $0.04 to the proposed average annual 655 

residential water bill.  I believe every customer would opt to pay an 656 

extra four cents per year to support the interests of its business 657 

community in the river valley area.  The advocacy and promotion of 658 

river valley commerce is critical to all of our customers – especially 659 

those of the commercial and industrial classes.  Further, businesses 660 

provide jobs and pay local taxes which benefit the Kankakee 661 

community, including the customers of Aqua Illinois, Inc.   Clearly the 662 

benefits derived from membership outweigh any four cents per year 663 

burden on our water customers.  664 

 665 

VII. Advertising Expense 666 

36. Q. Do you agree with Mr. Ostrander’s adjustment to remove certain 667 

advertising expenses?  668 

 A. No.   669 

 670 
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37. Q. Explain the Company’s response to Mr. Ostrander’s 671 

recommendation to disallow $20,375 Advertising expenses.  672 

 A.     Aqua believes that the advertising expense reflected in the 2007 test 673 

year is prudent and reasonable.  The expense is expected to occur 674 

based on previous expense history. The Company focuses on 220 675 

ILCS Section 9-225, subsection 3, which allows advertising when it 676 

informs the rate customers of needed and valuable information, 677 

including conserving energy, reduction in peak demand usage, 678 

conserving water, service interruptions, safety measures, emergency 679 

conditions, promoting the use of energy efficient appliances, explaining 680 

current or proposed rate schedules, and identifying the location and 681 

operating hours of Company business offices.   682 

 683 

  In addition, customers are frequently solicited by home treatment 684 

companies who use various tactics to sell their water treatment 685 

devices.  General stories in the media of water contamination and the 686 

chemicals that are contained in the public water supply also have a 687 

negative effect on the trust of the public in their water supply delivered 688 

to their homes by the public water supplier.  Therefore, advertisements 689 

that promote trust in the water supply are critical to offset these 690 

marketing techniques and general articles that can have a negative 691 

effect on the customer and thereby increase the cost to the customer 692 
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through the purchase of home treatment devices or bottled water, 693 

which is unnecessary. 694 

 695 

38. Q. Please address each of the advertising expenses at issue.   696 

 A. Certainly.   The Company believes that all of the advertising expense 697 

in the test year falls within the Commission’s guidelines.  The following 698 

points are made by the Company for the inclusion of all Advertising 699 

expenses. 700 

 701 

  Radio Scripts on WCLR, Inc., WIVR/River Country, and WVLI are 702 

inform the customer, promote trust in the water supply, and help 703 

educate the customer about water usage and conservation.  The 704 

Village Profile is a map that is designed for new and current rate 705 

customers to inform them of Company payment locations and phone 706 

numbers.  The Daily Journal is Kankakee’s oldest and most read 707 

newspaper in the service area.  The Company believes that when ads 708 

such as hydrant flushing are published in the newspaper, they reach a 709 

majority of rate customers with educational information on when, 710 

where, and how long the flushing of the hydrant will be taking place.  711 

Customers sometime experience lower water pressure during hydrant 712 

flushing.  Other ads are also published in the Daily Journal for 713 

informational and educational reasons as well as other publications 714 

such as Taylor Publishing.  Illinois Senior Citizens produces a directory 715 
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of the local area for the seniors that is printed in larger print and 716 

arranged in way that makes it easier for our rate customers who are 717 

seniors to call and locate businesses.  The Company believes that 718 

advertising in this directory is necessary and the right thing to do for 719 

our senior customers of the area.   The Kankakee County Training 720 

Center (“KCTC”) Foundation educates disabled adults in the area 721 

through programs and services.  It is the Company’s belief that 722 

sponsorship of the program is educational and informative for this 723 

group of rate customers.  After the Company experienced a major 724 

main break which caused a large portion of the entire service area to 725 

be without water for slightly under a day, the Company chose Image 726 

Group Photography LLC to provide a Mural for a Photo background 727 

where each customer could stand in front of the mural and sign their 728 

name on the new main before it was installed in the ground while 729 

having a photographer take a picture of the signing.  Each customer 730 

who signed the main, received a copy of the picture for a keepsake.  731 

Trust in the Company was restored to the level before the major main 732 

break.   In Kankakee County a directory for the City of Kankakee is 733 

published each year that lists are all businesses in the area and the 734 

directory is distributed to existing and future rate customers.   The 735 

directory is a valuable tool for customers to use to locate Aqua’s 736 

service territory   The video that provides information about the area in 737 

the context of being the summer training camp of the Chicago Bears, 738 
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attached hereto as Exhibit 6.1, helps inform the general public of the 739 

Chicago Metropolitan Area of the attributes of Kankakee County and 740 

the positive atmosphere of the community.  Aqua’s specific 741 

sponsorship in this program, which is included in Exhibit 6.1 attached 742 

hereto, is a segment regarding summer safety tips, which are 743 

specifically allowed by Section 9-225(3).     744 

 745 

VIII.   Sludge Expense 746 

39. Q. Mr. Bunosky, please respond to the Commission Staff’s position 747 

regarding sludge expense?   748 

 A. The sludge expense that the Company included in its 2007 test year 749 

results from 9,436 dry tons as the estimate of the amount of dry tons 750 

that would be produced in 2007 and that could be applied to 751 

agricultural land. The Company removed and land applied slightly over 752 

9,500 dry tons in 2005. After evaluating the level of the sludge in the 753 

Quarry in 2005, it was determined that the level of sludge was still 754 

increasing even after the amount in 2005 was removed. The Company 755 

determined that an additional amount of dry tons of sludge needs 756 

removed. The amount however that can be removed and land applied 757 

is limited by the current Permit for Land Application of Lime Sludge as 758 

issued by the Illinois Environmental Protection Agency’s Division of 759 

Water Pollution Control to 9,500 dry tons per year. Therefore the 760 

Company estimated its amount of dry tons removed and land applied 761 
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in the 2007 test year to slightly under the 9,500 dry tons allowed in the 762 

Permit.  763 

  764 

  In 2006, the Company began monitoring the quantity of sludge 765 

produced daily through a meter and testing the sludge weekly for the 766 

percent solids in the sludge.  Through the actual calculation of the dry 767 

tons produced it was determined that the actual amount of dry tons 768 

produced annually is approximately 12,500 dry tons per year.  As a 769 

result, the Company will apply to the Illinois EPA Division of Water 770 

Pollution Control in 2006 to increase the permit to this amount plus 771 

12% in the future, for a total amount of 14,000 dry tons per year.   The 772 

approximately 7,500 dry tons that has been removed and land applied 773 

in previous years was not keeping up with what was produced 774 

annually.  Therefore, the sludge has been increasing in the sludge 775 

quarry and filling up which cannot continue due to the requirement to 776 

stay in compliance with the Quarry’s National Pollution Discharge 777 

Elimination System (NPDES) discharge Permit for the water that 778 

discharges from the quarry to the Kankakee River.   Therefore, resizing 779 

the 5 year historical average of dry tons removed as the Staff suggests 780 

does not represent the amount and cost of the amount of dry tons that 781 

actually will be produced and land applied in the test year, produced in 782 

the future.  783 

 784 
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IX. Capital Investment 785 

40.  Q. Has Aqua incurred, or will it incur, spending for capital additions 786 

that are not reflected in the original filing? 787 

 A. Yes.  Significant increases in projected capital costs are due to 788 

increases in the treatment plant project costs, including but not limited 789 

to the following elements:   790 

  1)  Replacement of the generator, originally estimated at $600,000, 791 

now anticipated to cost $1,166,957. 792 

  2) Increase in the cost of materials such as electric wire, electric 793 

transformers, electric switchgear and electric motors, as a change 794 

in quantity has increased with the completed design of the plant 795 

upgrades, and   796 

  3) An increase in the generator size due to the need to increase total 797 

horsepower to meet the rated capacity of the plant and achieve 798 

the ability to pump into two distinct pressure zones.  799 

 800 

  See Interrogatory responses JMO 2.07 and TQS Set 4, attached 801 

hereto as Exhibit 6.7 for additional details, as well as Aqua Exhibit 6.8.     802 

  803 

41. Q. Please further discuss the investment in facilities included in 804 

Exhibit 6.7. 805 

 A. The projects scheduled to be placed in service in 2006 and 2007 are 806 

listed below.  The original 2006 and 2007 capital budget was prepared 807 

in early 2005 and finalized in mid 2005.  Since that time, changes have 808 

occurred that were not anticipated and that have changed the cost of 809 

items in the original budget.  The updated amounts are detailed below. 810 
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1)  WTP – Filter Rebuilds ($100,000 in 2006; $100,000 in 2007) – has 811 

been reduced to $82,037 in 2006, and zero in 2007.  The Filter 812 

Rebuilds cost for 2006 reduction was the result of the bid coming in 813 

lower than that amount budgeted for in 2006.  There is no cost in 814 

2007.    The filters that are rebuilt in 2006 will be monitored against 815 

the other filters in 2007 and if water quality improvements are 816 

noticed, more filters will be rebuild in 2008 and beyond.  This is the 817 

reason for the reduction in 2007.   818 

  819 

2)  WTP – Generator ($600,000 in 2006) – has been updated to 820 

$1,050,261 in 2006 and $116,696 in 2007.  The increase results 821 

from two factors.  First, the significant increase in the cost of 822 

electrical components that has occurred recently was not 823 

anticipated in 2005 when the original estimate of the project was 824 

made.  Second, the original generator could not operate the entire 825 

Plant at capacity. The replacement generator was planned to 826 

operate the entire water treatment plant at its rated capacity.  827 

However, when the high service motors were changed to 828 

accommodate the detailed design which increased the electrical 829 

power requirements, the Generator had to be increased in size.  In 830 

addition, the electrical motor requirements changed (increased total 831 

horsepower) which increased the size of the generator 832 

consequently increasing the cost of the generator.  These two 833 

areas resulted in a significant increase to the cost of the Generator.  834 

The entire cost of this project will be spread over two years (2006 835 

and 2007). 836 

  837 
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3) WTP – Electrical Improvements ($750,000 in 2006) – has been 838 

updated to $1,661,070 in 2006 and $179,221 in 2007)   The Water 839 

Treatment Plant Electrical Improvements  consist of a multitude of 840 

components, including  new service lines, transformers, electrical 841 

switchgear, wiring, and motors. The original estimate was 842 

$750,000. The updated estimate after the Project was competitively 843 

bid is now $1,840,291. The increase in cost results from several 844 

factors.  The first is the length and replacement of the new electric 845 

service lines from the electric provider ComEd. When originally 846 

engineered, replacement of the electric services was not 847 

anticipated to be needed.  Hence, the original engineering specified 848 

that the two new service lines would be connected at the right of 849 

way on Cobb Blvd (the location of the Plant).  ComEd, however, 850 

later required that the new service lines had to be run to another 851 

location which was across Cobb Blvd and down the alley.  852 

 853 

Second, there was an increase in the total horsepower of the high 854 

service motors. The original estimate did not anticipate the 855 

horsepower increase required of the pumps to be able to pump the 856 

rated capacity of the Plant which increased the size of the electrical 857 

components that feeds the power to these units.  858 

 859 

Third, the original estimate called for the replacement transformers 860 

to be located in close proximity to the original transformers. The 861 

location change caused the costs to increase.   862 

 863 
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 Fourth, an increase in the number of motors replaced and the total 864 

horsepower of these replacement motors increased the cost of the 865 

Electrical Improvements at the Plant. 866 

 867 

4)  Flood Control Structures ($100,000 in 2006) – has been updated to 868 

$348,920 in 2006 which includes Flood Wall, Clearwell Vents, 869 

Pump Room Modifications and Main Gate Flood Proofing.  These 870 

items came in at a higher bid than was originally projected from the 871 

Engineer’s Cost.   872 

 873 

5)  WTP - Brick Wall Renovations for Buildings ($100,000 in 2007) – 874 

has been updated to $102,826 in 2006 and $0 in 2007; project 875 

moved forward from 2007.  876 

 877 

6)  WTP – Flood Proof Doors/Security ($125,000 in 2006; $75,000 in 878 

2007) – has been updated to $0 in 2006 and $0 in 2007 as these 879 

items have been included in Item #4 above.  880 

 881 

7)  Security Improvements ($100,000 in 2006; $0 in 2007) – updated to 882 

$95,690 in 2006 and $0 in 2007.  Minor changes to the cost 883 

estimate has occurred.   884 

 885 

8)  WTP - Instrumentation Upgrades ($235,000 in 2007) – updated to 886 

zero in 2006 and 2007 because the project has been delayed to 887 

future years to monitor the plant’s operation after the hydraulic 888 

changes are made in 2006 in order to determine which system 889 

instrumentation upgrades are needed after a full year of operation.   890 
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  891 

9)  WTP – Gas Chlorine Scrubber ($250,000 in 2006) – reduced to 892 

$155,205 in 2006 due to the fact that bids coming in at a lower cost 893 

than the Engineer’s estimate.   894 

 895 

10) WTP – Clarifiers Upgrade ($400,000 in 2006) – reduced to 896 

$69,667 in 2006 and $658,514 in 2007.  The majority of this job will 897 

be done in 2007.  The bids for this work came in higher than the 898 

Engineer’s estimate.  899 

 900 

11) WTP – Roof Replacement – Purification Building ($75,000 in 2007) 901 

– updated to $60,682 in 2006 and zero in 2007.  The project was 902 

moved to 2006 with the completion date of 2006 therefore no 903 

expense should be incurred in 2007.  904 

 905 

12) WTP – Traveling Screens ($250,000 in 2006) – decreased to 906 

$8,169 in 2006.  These screens cannot be installed due to being in 907 

the floodway of the Kankakee River.  The Company must install  908 

monitoring equipment instead.  Due to the floodway issue, the 909 

project needs to be completely re-designed at a much higher cost.  910 

It has been delayed until preliminary engineering can be completed.     911 

 912 

13) WTP – High Service Valve Replacement ($100,000 in 2006) – 913 

reduced to $60,682 in 2006.  The bids came in less than the 914 

original Engineer’s estimate.     915 

 916 
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14) WTP – High Service Motor Replacement ($100,000 in 2006) -  917 

increased to $177,377 in 2006.  The increases in the high service 918 

pumps are twofold. First the total horsepower of the motors was 919 

increased to produce the same amount of water and the number of 920 

pumps and motors were also increased based upon the more 921 

detailed engineering analysis conducted during the detailed plan 922 

compilation. The increase resulted in an additional 400 horsepower 923 

motor to be installed due to replacing three high service pumps 924 

instead of the original two that were planned for replacement.  925 

 926 

 15) WTP – Low Service Pump Replacements – ($350,000 in 2006) – 927 

updated to $212,386 in 2006 and $23,339 in 2007.  This is lower 928 

due to Aqua purchasing the pumps directly and a contractor 929 

installing at a lower cost than anticipated.  930 

 931 

16) WTP Plant Engineering Studies ($40,000 in 2007) – updated to $0 932 

in 2007 as item moved forward to 2006 under Item 17 below.   933 

 934 

17) Engineering Studies – Miscellaneous ($50,000 in 2006) – 935 

increased to $87,522 in 2006 due to engineering cost increasing.  936 

 937 

18) WTP Equipment ($30,000 in 2006; $30,000 in 2007) – no change. 938 

  939 

19) Lab Equipment Miscellaneous – ($5,000 in 2006; $5,000 in 2007) – 940 

no change.  941 

 942 

20) Welder at WTP ($5,000 in 2006) – no change.   943 
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 944 

21) Bradley Booster Station Upgrade ($225,000 in 2006) –decreased 945 

to zero.  This project has been delayed as a result of hydraulic 946 

changes occurring at the treatment plant.  After all the changes 947 

have been observed and the actual conditions known, this project 948 

will be re-evaluated.   949 

 950 

22) Aroma Park Tank Control Valve Vault ($75,000 in 2006) – no 951 

change.   952 

 953 

23)  3 MG Standpipe at Target ($1,597,500 in 2006; $370,000 in 2007) 954 

– reduced to $1,320,000 in 2006 and $240,000 in 2007.  The bid for 955 

this project came back under the original Engineer’s estimate.  956 

 957 

24) Tank Safety Improvements ($5,000 in 2006; $5,000 in 2007) – 958 

increased to $60,000 in 2006; no change in 2007.  This is due to 959 

the capital upgrades to the Grant Park Tank that are needed during 960 

the major upgrade of the tank which is occurring in 2006.   961 

 962 

25) Vaughndale Tanks to Highland ($75,000 in 2007) – update to 963 

$75,000 in 2006 and zero in 2007.  This is due to this project being 964 

moved to 2006 instead of 2007.   965 

 966 

26) Developer Refunds – ($50,000 in 2006; $50,000 in 2007) – no 967 

change.    968 

 969 
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27) QIPS – North Street – Pierce to Cardinal ($400,000 in 2006) – no 970 

change in cost.  Scope of this project has changed to isolation of 971 

the low and high service systems.  972 

 973 

 28) QIPS – Undersized & Problematic Main Replacement ($60,000 in 974 

2006; $50,000 in 2007) – update $65,000 in 2006.  No change in 975 

2007.  The change for 2006 is due to various locations in the 976 

system.  Estimated cost of $65,000 exceeding the original estimate.  977 

 978 

29) QIPS - Tie-In Dead End Mains ($50,000 in 2007) – No change.   979 

 980 

30) QIPS - Valve Replacements ($10,000 in 2006; $10,000 in 2007) – 981 

update to $410,000 in 2006 and no change in 2007. The increase 982 

of $400,000 on this line item is due to three items. First the valve 983 

replacement project at the Plant has restoration work of $100,000 984 

that was not completed in 2005 that will be completed in 2006 that 985 

was not anticipated in the original budget. Second, there are 986 

currently 41 main line valves that need replaced. On average, a 987 

main line valve costs $6,000 to replace. This total is $246,000. The 988 

third item is the anticipation that another 10 main line valves will 989 

need to be replaced by the end of the year for an estimated cost of 990 

$60,000.    991 

 992 

 31) QIPS - Hydrant Replacement ($10,000 in 2006; $10,000 in 2007) 993 

– update $100,000 in 2006 and no change in 2007.  To date 15 994 

hydrants have been replaced for a total of $62,435.58 ($4,133 per 995 

hydrant). It is anticipated that an additional 9 hydrants will be found 996 
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in need of replacement once the annual maintenance program is 997 

completed later this year.   998 

 999 

32) Hydrants – New Installations ($9,588 in 2006; $9,588 in 2007) – no 1000 

change.   1001 

 1002 

33) Capitalized Main Breaks ($105,000 in 2006; $105,000 in 2007) – 1003 

increased to $175,000 in 2006 and no change in 2007.  To date, 1004 

the Company has had 17 main breaks where 3 feet or more of main 1005 

has been replaced with a total expenditure through June 30, 2006 1006 

of $25,367.74. This past winter was an extremely mild winter and 1007 

was not the normal amount of main breaks. It is anticipated that the 1008 

original budget amount will be needed of $105,000 for the main 1009 

replacements during the year. The additional $70,000 is in 1010 

anticipation for the restorations needed on State Route 50 from an 1011 

emergency main replacement that occurred in 2005. Four lanes of 1012 

traffic were affected by this emergency main replacement. Due to 1013 

the extensive damage to the State Highway, it took unusually long 1014 

to obtain State approval for the repairs to the roadway. The 1015 

restorations to the Sate Highway is anticipated to cost $70,000 1016 

which is the reason this line item is over budget.   1017 

 1018 

34) QIPS Highway Relocations ($50,000 in 2006; $50,000 in 2007) – 1019 

update zero in 2006 no change in 2007.  There are no highway 1020 

relocations scheduled for 2006 at this time.   1021 

 1022 

35) Source Mains ($50,000 in 2006; $50,000 in 2007) – no change.   1023 
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 1024 

36) Services - New Construction ($480,000 in 2006; $480,000 in 2007) 1025 

– no change.   1026 

 1027 

37) QIPS – Service Replacement - ($15,000 in 2006; $15,000 in 2007) 1028 

– update $76,000 in 2006 and $76,000 in 2007.  This project is for 1029 

service line leaks and the projected was budgeted too low.  1030 

Historically, $100,000 per year has been spent on service line 1031 

replacements that are needed during the year due to leaks. 1032 

 1033 

 38) Meters - ECRs for New Customers ($61,625 in 2006; $61,625 in 1034 

2007) – no change  1035 

 1036 

39) QIPS – Meter Replacement W/ECRs ($156,750 in 2006; $156,750 1037 

in 2007) no change  1038 

 1039 

40) Miscellaneous Furniture ($10,000 in 2006; $10,000 in 2007) – 1040 

update $5,000 in 2006 and no change in 2007.  The change in 1041 

2006 is due to not spending monies on furniture as budgeted. 1042 

 1043 

41)  Office Equipment - Miscellaneous ($10,000 in 2006; $10,000 in 1044 

2007) – update $15,536 in 2006 and no change in 2007.  This 1045 

change is due to purchasing additional office equipment than 1046 

originally anticipated.  1047 

 1048 

42) Radio Replacements ($5,000 in 2006; $5,000 in 2007) – no 1049 

change. 1050 
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   1051 

43) Office and Garage Facility Improvements ($14,375 in 2006; 1052 

$14,375 in 2007) – update $75,000 in 2006 and no change in 2007.  1053 

This change was due to purchasing of new security cameras and 1054 

upgrade the gate to the yard at the Kankakee location to 1055 

automation to enhance security at the Kankakee location.  1056 

 1057 

44) Vehicle Replacements ($200,000 in 2006) – no change.   1058 

 1059 

45) Mechanical Equipment for Garage ($20,000 in 2006; $20,000 in 1060 

2007) – no change.   1061 

 1062 

46) Desktop PCs – ($11,200 in 2006 and $4,800 in 2007) – no change 1063 

  1064 

47) Laptop PCs – ($6,200 in 2006) – no change. 1065 

   1066 

48) Desktop PCs for Plant – ($1,600 in 2006) – no change.   1067 

 1068 

49) Replace Network Server ($10,000 in 2006) – no change.   1069 

 1070 

50) Router ($5,000 in 2006) – no change.  1071 

 1072 

 51) Meritage Handhelds ($71,000 in 2006) – no change  1073 

 1074 

 1075 
42. Q. Does this conclude your rebuttal testimony? 1076 

 A. Yes. 1077 
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 1078 


