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INTRODUCTION 

Please state your name and business address;~~ 

My name is Raymond E. Pilapil. My business address is 527 East Capitol 

Avenue, Springfield, Illinois 62701. 

What is your present position and its responsibilities? 

I am presently employed as an Economic Analyst in the Water Department, 

Financial Analysis Division of the Illinois Commerce Commiseican~, 

(Commission). My responsibilitiesinclude reviewing and analyzingtariff 

filings related to rules and regulations, conducting comprehensive 

compliance inspections, evaluating and performing cost of service studies 

(COSS) and rate design, and presenting expert witnesstestim~& 

Commission hearings for investor owned water and sewer utilities. 

Please describe your professional experience in the regulatory field. 

I have been employed by the Commission since March I, 2000. Prior to this 

time I worked at the Illinois Environmental Protection Agency (Illinois EPA) for 

ten years as a Public Service Administrator(PSA). Leadworker, and 

Environmental Protection Engineer I, II, and Ill. My responsibilitiesasa PSA 

included managing a unit of ten engineers in the review and 
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issuance of Emission Reduction Market System applications and Clean Air 

Act permits under:TitleV of the 199rZLAmendmentsto the-CleanAirAct. 

Q. Are you a member of any professional organizations? 

A. I am a member of the American Water Works Association. 

Q. 

A. 

What is your educational background? 

I received a Bachelor of Science Degree in Ceramic Engineering from the 

Universityof Illinoisin Urbana-Champaiga;lllinoisin December& 1989. 

Q. 

A. 

Have you previously provided expert testimony in regulatory 

matters? 

I have bean an ~expeti witnesein differenttypes of hearingeat thclllinais-EPA 

including a permit appeal hearing, Prevention of Significant Deterioration 

hearing, Federally Enforceable State Operating Permit hearing, Clean Air 

Act Permit hearing, and several controversial public hearings. 
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Q. 

A. 

What is the purpose of this proceeding? 

Consumers Illinois Water Company (CIWC or Company) hasfiledrevised 

tariff sheets seeking a general rate increase in water rates for the,Kankakee 

Water Division, Vermilion County Water Division (Vermilion) and the 

Woodhaven Water Division (Wocdhaven). 

Q. 

A. 

What is the purpose of your testimony? 

The purpose of my testimony is to submit my analysis of~the Company’s 

proposed tariffs as they relate to cost of service and rate design for, 

Vermilion and Woodhaven. My analysis is not intended to determine 

whether the total annual revenues being sought by the Company are 

appropriate. 

Q. 

A. 

Please explain how your testimony is organized. 

My testimony labeled Staff Exhibit 5.00 is organized as follows: 

I. Introduction 

II. Total Revenues and Sales 

Ill. Embedded Cost of Service and Revenue Sheet 

IV. Rate Design 

V. Miscellaneous Issues 

Appendix A - Narrative Description of ECOSS Methodology 
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Schedule 5.01 - Staff Computation of Revenues - Vermilion 

Schedule 5.01A - Cost of,ServiceStudy - Vermilion 

Schedule 5.01 B - Bill Comparison - Vermilion 

Schedule 5.02 - Staff Computation of Proforma Present Revenues - 

Woodhaven 

Schedule 5.02A - Staff Computation of Proforma Proposed Revenues 

and Revenue Requirement- Wcodhaven 

Schedule 5.02B - Bill Comparison - Woodhaven 

Q. 

A. 

Q. 

A. 

What test year is the Company proposing to use for cost of service 

purposes7 

The Company is proposing to use a future test year ending December 31, 

2001 for Vermilion and Woodhaven. 

Do you agree with the usage levels proposed by the Company for 

Vermilion and Woodhaven? 

Yes, I have examined the Company’s proposed usage levels and they 

appear reasonable. 
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Vermilion 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Have you analyzedzthe.Company’s pro~rma,-pr~nt..and,,proposed 

revenue~for~Vermilion7 

Yes, I have. Staff Exhibit 5.00, Schedule 5.01 details Staffs estimation of 

proforma present and proposed revenues with a resulting adjustment 

reflecting the difference between the Company’s and Staffs proforma 

present and proposed revenues. 

Whet adjustment-are you proposin~foPprofoMa~present,and 

proposed total revenues? 

I am proposing a $24,308 adjustment for proforma present revenues and a 

$24,895 adjustmentfor proforma proposed revenues. 

What is the cause of these adjustments? 

The bulk of these adjustments result from concerns regarding the Company’s 

Other Revenues. The Company’s Data Request (DR) response WH/ALL- 

010 includes a detailed breakdown of Other Revenues which is higherthan 

the values included in CIWC Exhibit 12, Schedule E-5, Page.2.~ Therefew, 

the values from the;DR,response,were usedwith an estimation of proforma 

proposed revenues, resulting~in the 
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adjustments of Other Revenues. The balance of the adjustments result from 

rounding differences. 

Woodhaven 

CL 

A. 

Q. 

A. 

cl. 

A. 

Have you analyzed the Company’s proforma present and proposed 

revenue for Woodhaven? 

Yes, I have. Staff Exhibit5.00, Schedule 5.02 and 5.02Adetails Staffs 

estimation of proforma present and proposed revenues with a resulting 

adjustment reflecting the difference between the Company’s andStaff% 

proforma present and proposed revenues. 

What adjustment are you proposing for proforma present and 

proposed total revenues? 

I am proposing a $42,179 adjustmentfor proforma present revenues and a 

$45,888 adjustment for proforma proposed revenues. 

What is the cause of these adjustments? 

The bulk of these adjustmentsresult from coocerns,regemlin~,~~~~srty’s 

Other Revenues. The Company’s DR response WHIALL-010 includesa 

detailed breakdown of Other Revenues which is much higher than the values 

included in the CIWC Exhibit 13, Schedule E-5. 

6 
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Therefore, the values from the DR response were used with an estimation of 

proforma proposed revenues resulting in the adjustmentsof OthenRevenues. 

The rest of the adjustments result from the Company’s errors irrusing,an 

incorrect rate when calculating the Customer Charges. 

EMBEDDED COST OF SERVICE STUDY AND REVENUE SHEET 

128 

129 Vermilion 

130 a. Please describe the purpose of a COSS in detennining,rakwfor utility 

131 service. 

132 

133 

134 

A. A COSS is performed to allocate costs among all customer classes to 

determine each customer class’ respective cost responsibility for the costs 

imposed on them utility by that specificcustomerclass. 

135 

136 

137 

! 
138 

139 
~ 

I 140 

Q. 

A. 

What methodology did you use in preparing your COSS for Vermilion. 

The COSS uses the Base-Extra Capacity method of cost allocation to 

distribute costs to customer classes. The Base-Extra Capacity method is 

the same methodology employed in the Company’s last~ratacas&(8ozkaL 

No. 97-0351), which was approved by the Commission: A more detailed 
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explanation of embedded cost studies is outlined in Staff Exhibit 5.00. 

AppendbrA. 

a. Did the Company submit a COSS for Vermilion? 

A. No, they did not. 

Q. 

A. 

Did you prepare a COSS for Vermilion? 

Yes, I prepared a COSS for Vermilion which is identified as Staff Exhibit 

5.00 Schedule~S.OlA. 

Q. 

A. 

Please provide a brief explanation of your COSS for Vermilion. 

The COSS is based on the Company’s proposed revenue requirement and 

details~the Company’s total revanuesatproforma~present~and propose61 

rates. Plant cost and operation and maintenance expenses were allocated 

between metered customers to determine the total revenues needed from 

each class of customers. 

The COSS I prepared, identified as Staff Exhibit 5.00, Schedule 5.01A, 

consists of the following: 
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Pages 1 and 2 

Page 3 

Page 4 

Page 5 and 6 

Page 7 thru 10 

Page 11 

Page 12 

Page 13 

Page 14 

Page 15 

Page 16 

Page 17 

Revenue at Company’s Present and Proposed Rates 

and Staffs Proposed rates 

Demand Factors 

Allocation to Cost Functions 

Plant in Service Allocation 

Revenue RequirementAllocation 

Customer Group Allocation Factors 

Percent and Revenue Allocation to Customer Groups 

Fire Protection Allocation and,Rates 

Public Fire Protection Surcharge 

Equivalent Meters and Services 

Depreciation Expense Allocation 

Explanation of Allocation Codes 

The calculation and summary of total revenues at the Company’s present and 

proposed rates, as well as my recommended rates for each customer class, 

are set forth on Pages 1 and 2. 

The class relative cost-of-service figures, excluding FireProtection;appear 

in the row “Percent Cost of Service” under “PER STAFF” on Page 2, for 

each customer class. For example, these figures show that the 
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Vermilion Residential class will provide revenues equal to 104.2 percent of 

its calculated cost-of-service, 

The Demand Factors for Maximum Day (“Max Day”) and Maximum Hour 

(“Max Hour”), for customer classes and Fire Protection, and the million 

gallons per day (“MGD”) pumpage and consumption numbers are listed on 

Page 3. These factors represent the Max Day and Max Hour water usage 

relative to the average usage. The Demand Factors allocate costs to the 

customerclassesand to Fire Protection. The allocation amounts are on 

Pages 11 and 12. The water usage and pumpage amounts in MGD are 

used to allocate plant in service and operation and maintenance (“O&M”) 

expenses to the plants Base, Max Day and Max Hour functions. 

Page 4 contains a numerical listing, in percentages, of cost allocation codes 

for the embedded cost of service study (ECOSS). For example, an account 

assigned an allocation Code 3 would be allocated 59.12 percent to Base 

Cost and 40.88 percent to Max Hour Cost. 

Allocation of Net Plant in Service to the Base Cost, Max Day, Max Hour, 

Billing, Meters, Services, and Fire Protection categories is shown on Page 

5 and 6. Page 6 also shows the percentageallocationsfor the Net Plant 

10 
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in Service categories. These percentages are then used to allocate Utility 

Operating Income, Other Taxes, and Income Taxes to the-various plant 

functions or-r Page 9. 

The allocation of Total Revenue Requirement, i.e., total Operations and 

Maintenance (O&M), Depreciation, Other Taxes, Income Taxes and Utility 

Operating Income to the Base Cost, Extra Capacity, Customer Costs, and 

Fire Protection functions is shown on Pages 7-10. The total revenue 

requirement,is located at thebottom of Page 9 on the~line entitled”DIRECT 

CUSTOMER REVENUES”. The “TOTAL REVENUES ALLOCATED TO 

SMALL MAINS”, is on Page 10. The Direct Customer Revenues and Total 

Revenues Allocated to Small Mains are used to calculate the Cost of Service 

at the bottom of Page 2. 

The cost-of-serviceallocation percentages for the customer classes and fire 

protection are summarized on Page 11. The allocation percentages are 

derived from annual consumption, the demand factors, listed on Page 3, the 

number of monthly bills, and the number of monthly equivalent meters and 

services; For axample?on Page 11 Residential usage:iscalculated to be 

2.672 MGD. Thatamount is 40.15 percent of total system usage. Therefore, 

40.15 percent of total Base Cost is assigned to 

11 
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the Residential class. Multiplying the Residential’s Max Day factor of 2.25 

MGD (from Staff Exhibit 5.00, Schedule 5.01A. Pags3) by-the Average Days 

of 2.672 MGD produces the Residential’s Max Day usagaof 6.013 MGD. 

The difference between the Max Day and Average Day is the Excess of 

3.341 MGD for the residential class. The Residential Excess of 3.341 MGD 

is 53.41 percent of the total Excess usage over Average Day usage, and is 

used to allocate the Residential’sshare of total Max Day costs. 

The percent allocationof costs to the primarycustomerclasaeaandFtra 

Protection, the total cost-of-service,and the cost-of-serviceaccording to- 

each customer class are on Page 12. The calculation of Public Fire 

Protection and Private Fire Protection cost-of-service is on Page 13. Public 

Fire Protection Rates are on Page 14. 

The number of equivalent meters and service lines and their capacity ratios 

are on Page 15. Distribution of customer costs by equivalent meter and 

service ratios recognizes that meter and service costs vary, depending on 

,considerations such as size of service pipe, materials used, locations of 

meters, and other local characteristics for various sizedmeters asaornpared 

to 5/8” meters and services. The number of 

I 12 
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equivalent meters and sewices (i.e. based on meter ratios) assists in 

allocating costs assigned for recovery in the,customer charge*Tliisis 

necessary to adjust the units of service for each customer class as indexed 

against the smallest meter size. Therefore, customers are allocated a 

charge that reflects the costs associated with their particular meter size. 

Equivalent Meters and Services ratios are taken from the AWWA Water 

Meters-Selection, Installation, Testing, and Maintenance Manual (M6). 1972 

Pages 32-33. 

The allocation of depreciation expense according to plant account is set forth 

on Page 16 of the COSS. 

A brief explanation of COSS allocation codes appears on Page:47 of, 

Schedule 1. 

Q. 

A. 

Did the Company provide you with a profortna proposed breakdown 

of operation and expense expenses for use in the COSS? 

No, they did not. The company provided me a breakdown of actual 1999 

operation and maintenance expense in DR response REP 1.07 and 

subsequent faxes received August II,2000 and August 21,200O. 

13 
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Q. 

A. 

How did you calculate the proforma proposed operation and 

maintenance expense expensw.for use:in thsCOSS? 

I used the following formula to calculate each pmforma proposed operation 

and maintenanceexpense account: 

OM, = OM, x Of&, I OMTZ 

where: 

OMp = Proforma proposed operation and maintenance expense per 

account. 

OM. = Actual 1999 operation and maintenanceexpense per account. 

OMT, = Total proforma proposed operation and maintenance expense from 

CIWC Exhibit $2. Schedule C-l. 

OMT2 = Total actual 1999 operation and maintenanceexpensefrom DR 

response REP 1.07. 

Woodhaven 

Q. Did the Company submit a COSS for Woodhaven? 

A. No, they did not. 

14 
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Did you prepare a COSS for Woodhaven? 

No, I did not. 

Why not? 

Woodhaven has only residential and small commercial customers of which 

99.4% of the customers are unmetered campsites paying the same single 

rate. The bulk of the remaining customers are supportcompaniesfor the 

campsites. Since most of the costs can easily be allocated to one customer 

* class (unmetered campsites) and the remaining customers are support 

companies for these campsites, I determined that a COSS was not 

necessary and that an across the board increase to meet the revenue 

requirement is sufficient to determine cost responsibility for each customer 

class. 

RATE DESIGN 

Vermilion 

Q. Please describe the current rate~structure for Vermilion6 

A. The rate structure in Vermilion consists of customer chargesbased on meter 

size, declining block usage charges, and public and private fire protection for 

metered customers. 

15 
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Is the Company proposing to change this rate structure7 

No, they are not. 

Do you agree that this current rate structure is appropriate? 

Yes, I do. 

What changes in rates are the Company proposing for Vermilion? 

The Company is proposing an overall 21.75% increase in rates (CIWC 

Exhibit 2, Page&). 

Q. 

A. 

What are your recommendations with respect to the proposed 

increase in customer charges, usage rates, and public and private fire 

protection rates-fo~VetmHlon7 

I recommend that the monthly customer charges and usage rates be 

increased as shown in the column labeled Staff Rates on the COSS (Staff 

Exhibit 5.00, Schedule 5.01A, Page 1). These recommended customer 

charges and usage rates are less than those proposed by the Company. My 

recommendation for private fire protection rates:is shown in.tharowIab&d 

Staff under Private~Fire Protection Rates on the~COSS (Staff Exhibit 5.00, 

Schedule 5.01A, Page 2). My recommendation for public fire protection 

rates is shown in the columns labeled Monthly Rates on the 

16 
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COSS (Staff Exhibit 5.00, Schedule 5.01A. Page 14). These recommended 

increases were, based on the reaultsof theC0SSwhich allocatedcapital 

costs and operation and maintenance expensesincurred by the,Companyto 

provide water service to the customers. 

If the Commission adopts a revenue requirementwhich differs from Staffs 

proposed revenue requirement, and the change in revenue requirement 

request is relatively minor, 5% or less, I recommend that the usage rates for 

allcustomerclasses except for Large General:Sewicebe changed by a 

uniform percentage to generate the desired revenue. If the change is larger, I 

recommend that the customer charges and usage charges for all customer 

classes except for Large General Service be adjusted to reflect cost of 

service. 

Q. 

A. 

What has the Company proposed for their Large General Service 

customer, Devro-Teepak (Teepak), in Vermilion? 

The Company is proposing a 2.5% increase for Teepak (CIWC Exhibit 12, 

Schedule E-3, Page 5). 
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346 Q. Has Teepak provided evidence that they are capable of constructing 

347 an alternative water supply source at a cost:that,wouldl;requirea 

348 

349 

350 

351 

352 

353 

354 

355 

356 

357 

358 

359 

360 

361 

362 

363 

364 

365 

366 

lower rate to avoid Teepak from discontinuing ,watsrpuroh,aoes-from 

Consumers? 

A. Teepak has submitted testimony and updated Exhibit IA and 3A previously 

presented in Docket No 97-0351, based on current cost and inflation 

estimates which reasonably demonstrates that they have investigated the 

feasibility of constructing an alternative water supply (DR Response REP 

1.12). Furthermore,~Teepak has stated that “if theLarge.ServioeRate. 

approved by the Commission, increases by more than 2.5%. Devro-Teepak 

would begin detailed engineering to proceed with constructionof its own 

water system. If Devro-Teepakis given a 0% to 2.5% increase in the Large 

General Service Rate filed, Devro-Teepak~would~sta~ontheeysterW (DR 

Response REP 1.12, Exhibit 2, Page 5-6). 

Q. 

A. 

What are you proposing for Large General Service? 

Teepak purchases approximately 15% of the water sold in the Vermilion 

service area, consuming 420 million gallons (DR ResponseREP 1.12, 

Exhibit 2, Page 5-6). In addition, they have already demonstrated in the,last 

two rate cases (Docket Nos. 97-0351 and 94-0270), as wellas this rate 

case, for Vermilion that they are ready and able to construct an 

16 



. . 

367 

368 

369 

370 

371 

372 

373 

374 

375 

376 

377 

378 

379 

380 

381 

382 

383 

384 

385 

386 

Docket Nos. 00-0337/00-0336/00-0339 Consolidated 
ICC Staff Exhibit 5.00 

alternative water supply and cease purchasing water from Consumers. 

Therefore, since the proposed rate will exceed out of pocket~cost by a very 

considerable margin, I agree with Consumers proposed increased.rate~of 

2.5% for Large General Service, to relieve the remaining ratepayersfrom 

seeing a significant rate increase if Teepak were to cease purchasing water 

from Consumers. Simply stated, the remaining rate payers benefit from 

Teepak remaining on the system at a less than full cost of service rate since 

Teepak will still make a significant contribution to fixed cost. 

Q. 

A. 

Please identify Staff Exhibit 5.00, Schedule 5.OlB. 

Staff Exhibit 5.00, Schedule 5.01 Et is a bill comparison for a typical customer 

being SeNed by Vermilion through a 5/8 meter. Specifically, this schedule 

compares the current monthly bill, Company’s proposed monthly bill, and 

Staffs proposed monthly bill showing the dollar increase and percent 

increase. 

Woodhaven 

Q. Please describe the current rate structure for Woodhaven. 

A. The rate structure in Woodhaven consists of a single chargsfor unmetered 

campsites. For residential and commercialcustomers the rate 

19 
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387 

388 

389 

390 

391 

392 

393 

394 

395 

396 

397 

398 

399 

400 

401 

402 

structure consists of a customer charge and a single block usage charge for 

all metered customers. 

Q. Is the Company proposing to change this rate structure? 

A. No, they are not. 

Q. Do you agree that the current rate structure is appropriate? 

A. Yes, I do. 

Q. 

A. 

What changes in rates are the Company proposing for Woodhaven? 

The Company is proposing an overall 57.7% increase in rates (CIWC Exhibit 

4, Page 4 and 9) and an increase in the Non Sufficient Funds check charge 

(CIWC Exhibit5.00, Schedule E-3). 

Q. 

403 

404 

405 

406 

407 

A. 

What are your recommendations with respect to the proposed 

increase in customer charges and usage rate for Woodhaven? 

My recommended customer charges and usage rates are shown in the 

column labeled Rate under Revenue Requirementon Staff Exhibit5.00, 

Schedule 5.02A. I have recommended the customerchargeoand usage 

rates be increased lessthan the Company proposad. 

20 
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408 

409 

410 

411 

412 

413 

414 

415 

416 
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418 

419 IV. 

420 

421 

422 

423 

424 

425 

426 

If the Commission adopts a revenue requirement which differs from Staffs 

proposed revenue requirement, I recommend that the-customer charge and 

usage charges for all customer classes be changed by a uniform percentage 

to generate the desired revenue. 

Q. 

A. 

Please identify Staff Exhibit 5.00, Schedule 5.028. 

Staff Exhibit 5.00, Schedule 5.02B is a bill comparison for a typical customer 

being served by Woodhaven. Specifically, this schedule compares the 

current monthly bill, Company’s proposed monthly bill; and Staf% profzosed 

monthly bill showing the dollar increaseand percent increase. 

MISCELLANEOUS ISSUES 

Vermilion 

Q. 

A. 

Please describe the Company’s proposal concerning the Non 

Sufficient Funds check charge for Vermilion. 

The Company’s current tariffs provide for a $15.00 charge (1LL.C.C. No. 32, 

Original Sheet No. 14) for checks returned to the CompanyfornonsuBicient 

funds (NSF). The Company proposes the same $15.00 charge 
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427 

428 

429 

430 

431 

432 

433 

434 

435 

436 

437 

438 

439 

440 

441 

442 

443 

444 

445 

446 

447 

to be listed on a different sheet (Proposed 1LL.C.C. No. 32. First Revised 

Sheet No. 2) on theSchedule of,Rates for Water Service. 

Q. 

A. 

What are your recommendations with respect to the NSF check 

charge in Vermilion? 

The Company did not request a change in the amount of the NSF check 

charge, but only requests an additional listing of the same charge in the 

Schedule of Rates for Water Service. I support listing the NSF check charge 

of $15.00 in the new location, but in order to avoid duplicationand confusion 

in future rate cases, I recommend that the Company be required by the 

Commission to revise 1LL.C.C. No.32. Original Sheet No. 14 to remove the 

NSF check charge. 

Q. 

A. 

Please describe the Company’s proposal concerning the 

reconnection service fee for Vermilion. 

The Company’s current tariffs provide for a $25.00 charge (1LL.C.C. No. 32, 

Original Sheet No. 14) for reconnection of service. The Company proposes 

the same $25.00 charge with revised language to be listed on a different 

sheet (ProposedILL.C.C. No. 32, First Revised Sheet No. 2) on the 

Schedule of Rates for Water Service8 The revised language includes the 

following statement”A $25.00 service fee or actual costs...“. 

22 
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448 Q. What are your recommendations with respect to the reconnection service 

449 fee in Vermilion? 

450 

451 

452 

453 

454 

455 

456 

457 

458 

459 

460 

461 

462 

463 

464 

465 

466 

467 

468 

469 

A. The Company did not request a change in the amount of the reconnection 

service fee, but only requests an additional listing of the same charge in the 

Schedule of Rates for Water Service along with revised language. I support 

listing the reconnection service fee of $25.00 in the new location, but in order 

to avoid duplication and confusion in future rate cases, I recommend that the 

Company be required by the Commission to revise 1LL.C.C. No.32, Original 

Sheet No. 14 to remove the reconnection service fee. I disagreewith, 

including the statement ‘or actual costs” on the tariff sheet for the 

reconnection service fee. Inclusion of this language would allow the 

Company to adjust the reconnection service fee at their discretion without 

ever having,to come in forCommission approval to raise this fee ,again. 

Therefore, I recommend that the statement “or actual costs” be removed from 

proposed 1LL.C.C. No. 32, First Revised Sheet No. 2. 

Q. 

A. 

Have you analyzed the proposed Infrastructure System Improvement 

Service Charge (ISIC) charge for Vermilion in CIWC Exhibit 12, 

Scheduk E-27 

No, I have not; The proposed Infrastructure System Improvement~Service 

Charge has been analyzed by Staff Witness Thomas R. Stack in Staff Exhibit 

4.00. 
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Woodhaven 

Q. Please describe the Company’s proposal foMnoreasingths~Non 

Sufficient Funds check charge for Woodhaven. 

A. The Company’s curreht tariffs provide for a $5.00 charge for checks returned 

to the Company for non sufficient funds. The Company proposes to increase 

the NSF charge to $15.00 to reflect actual cost to the Company associated 

with processing a returned check and to ensure that these costs are 

assigned to the responsible customers. 

a. 

A. 

What are your recommendations with respect to the NSF check 

charge in Woodhaven? 

The Company has provided a breakdown Of~co~aassooiatecilNuit~~racessing 

a returned check (CIWC Exhibit 5.00, Page 10) which supports a charge of 

$15.00. In addition, the company has requested consistencywith the $15.00 

NSF charge approved for other Divisions of the Company in Docket Nos. 

95-0342 and 95-0307 (consolidated), Docket No. 97-0351, and Docket No. 

98-0632. AtIer reviewing the breakdown of 

24 



. . 

488 

489 

490 

491 

492 

Docket Nos. 00-0337/00-0338/00-0339 Consolidated 
ICC Staff Exhibit 5.00 

cost and considering the Company’s request for consistency, I support the 

proposal to increase the NSF check charge to $15.00 for Woodhaven: 

Q. Does this conclude your direct testimony7 

A. Yes, it does. 
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NARRATIVE DESCRIPTION OFT ECOSS METHODOLOGY 

SUMMARY 

In general, the objectives of an embedded cost of service study (ECOSS) are to 

functionalize a utility’s revenue requirement into basic categories and allocate those costs 

across rate classes to determine each class’ cost of service. Rates can then be designed 

to recoverthsoo&to serveaaeh customer class In thswataaindustRy,~ECQ.%& ~tiliaed 

as the main guide to designing rates which are unique to each utility. 

The development of water rates, in general, involves the following procedures, described in 

the American Water Works Association (“AWWA”) Manual Ml, “Water Rates,!’ p. vii 

(Fourth Edition): 

. Determination of the total annual revenue requirements for the period for 

which the rates are to be effective. 

. Allocation of the total annual revenue requirements to the basic functional 

cost components. 

. Distribution of the componentcosts to the various customer,classesin 

accordance with their requirsmentafer~eervies+ 

A-l 
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. Design of water rates that,will, recover from eaah claseef customer, within 

practical limits, the cost to serve that class of customer. 

The following report describes the procedures employed in performing the ECOSS for the 

Company. 

ECOSS METHODOLOGY 

Staffs ECOSS uses the Base-Extra Capacity method described,in detaiHnAWW& 

Water Rates, Manual Ml, (Fourth Edition) Pages II-16,1991. This procedure is a 

generally accepted and often used method of determining the cost to serve water 

customers and thus provides the basis of designing rates for a water utility. 

The basic breakdown of cost is the functionalization into operational components. For a 

water utility the three basic types of costs are 1) operation and maintenance (“O&M”) 

expense 2) depreciation expense and 3) return on capital investment. This information is 

normally readily available from the utility’s accounting records. 

A-2 

After the costs are functionalized, they are allocated to four main componentsl) base.. 

costs 2) extra capacity costs 3) customer costs and 4) direct fire protection costs. 
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Base.costs are those coststhat,tend to vary withthe total quantityof water 

used. These costs also include O&M~expenses and capital costs 

associated~with’serving customers under.average load conditions. 

Extra capacity costs, and their associated O&M and capital costs, are costs 

correlated with meeting usage in excess of average usage. These costs can 

be further subdivided into costs associated with maximum-day extra usage 

and maximum-hourextra usage. 

Customercosts-encompass tho~,s~enditu~~l~~,to serving a 

customer regardless of that customer’s water usage or rate of usage. These 

contain costs associated with meters, services and other customer related 

costs. 

Direct fire protection costs are directly applicable to the fire protection 

function. 

After costs are properly allocated between cost components, the cost of service for each 

meter size is determined. The fixed customer cost of service per meter has three basic 

components: 

. Equivalent meter costs include,those customer costs associated with 

meters. 

A-3 
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. Equivalentservice~costsinclude those~custonser~ts~a~d~with~; 

services, 

. Other customercosteerethose costs attributeddireetiyt custemers; 

divided by the number of bills to obtain a customercharge per bill. Other 

customer costs are non-meter size sensitive with each meter size being 

allocated the same per unit charge, regardless of class (i.e. residential, 

commercial, industrial etc.). 

Equivalent meters and services is a method of assigning costs based on the size of the 

meter. Distribution of customer costs by equivalent meter and service ratios recognizes 

that meter and service costs vary, depending on considerations such as size of service 

pipe, materialsused, locations of meters, and other local characteristics for various sized 

meters as compared to 5/6” meters and services. The number of equivalent meters and 

services (i.e. which is based on meter ratios) assists in allocating costs assigned for 

recovery in the customer charges. This is necessary to adjust the units of service for each 

customer class as indexed against the smallest meter size. Therefore, customers are 

allocated a charge that reflects the costs associated with their particular meter size. Actual 

cost differentials are takenfrom.the AWWAWater M~Seleotion,inslla~~Te~ng, 

and Maintenance Manual (M6), 1972 Page 32-33. 

A-4 
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Schedule 5.01 

STAFF COMPUTATION OF REVENUES 
CONSUMER ILLINOIS WATER COMPANY-VERMILION 

5/8” disk 

USAGE CHARGES 
First Block 1,581,498 $2.3440 $3,707,032 $2.8760 $4;548,390 
Second Block 407,193 $1.9100 $777.739 $2.3430 $954,054 
Third Block 424,750 $1.4540 $617,586 $1.7840 $757,753 
Fourth Block 28,623 $1.3310 $36,363, $1,.6330 $47;o%t3 
Fifth Block 534,747 $0.7740 $413.894 $0.7930 $424.054 
Sixth Block 236,554 $1.7610 $420,094 $2.1610 $515,515 

SUBTOTAL 3.215.565 $5.974,709 $7,246,834 

FIRE PROTECTION 
Private $86,376 $105,977 
Public $569,434 $698,503 

SUBTOTAL! I $655,610( $804,479 

OTHERREVENUE 
Nonvariable 

TOTAL REVENUE 
Per Staff 
CIWC Exh. 12, Sch. A3 
Adiustment 

$9.013,693 $1~0,9f39;$42 
$8@@,385 $10g44FJ4? 

$24,308 $24,895 
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