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PROCEEDI NGS

JUDGE ALBERS: Ladi es and gentlemen, we're

going to go ahead and get started now. My nanme is

John Al bers. | want to thank you all for com ng
t oni ght . | "' m one of the two adm nistrative |aw
judges presiding over this rate case at the Illinois

Commerce Comm ssi on. Usually the Comm ssion's chief
public forum officer handles these matters, but he's
unavai |l abl e tonight. So |I'm hel ping him out.

Wth me from the Comm ssion, | have

John Hendrickson, the manager of the rates

departnment, and Bill Marr, the manager of the water
depart nment . Randy Nehrt is also here fromthe
Comm ssi on. He is an external affairs bureau chief.

And seated over here to ny right is our Court
Reporter. She' || be taking down all of your
coments. And those will be made available to the
five comm ssioners who ultimtely decide all cases
before the Comm ssi on.

The subject of tonight's neeting is

II'1inois-American Water Conpany's proposal to
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increase the rate of charges for water service. W
hope these hearings provide a less formal way for you
to address the Comm ssion and hopefully wil
conveni ence you, as well.

| would strongly encourage anyone who
has anything on their mnd to go ahead and share that
with us tonight because that's why we're here. But
if you prefer to make your conmments in writing,
however, you can either use our website or you can
mail comments to the address that you can find in
that little blue card on the table when you wal ked in
tonight. And if you have a written coment with you
al ready, you're welcome to hand that to me or any of
the other comm ssion enployees | already identified.
And also, if you do have a billing or service
complaint, | have been told that there are some
consumer service representatives from
Il1inois-American out in the hall that may be able to
hel p you with that concern.

Just to give you some background on
this case, back in August of -- August 31 of 2007,

[1l1inois-American filed this case. That started an
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11-mont h cl ock. So, on or about July 30th of 2008,

the Comm ssion will enter a final decision in this
case. The rate process operates -- the rate case
process operates in a very formal manner. We have

testinony, expert w tnesses, cross-exam nation and

| egal briefs. Parties to the case include the

Company, our comm ssion staff enployees, the Attorney

General's Office, Citizens Utility Board, |arge
corporations that use a |ot of water, as well as
several municipalities, including both the City of
Chanpaign and | believe the City of Urbana has
intervened, as well. There are also other entities
t hat have interest in the outconme of this case that
have intervened.

Near the end of this process, |, ny
co-adm nistrative |law judge will issue a proposed
decision for the Conm ssion's consideration. These
cases can be nonitored, if you want to, through our
websi te. Our website is icc.illinois.gov. You can
sel ect the e-Docket |link on that web page and then
enter the docket number, which is 07-0507, at the

appropriate place. And from that site, you can find
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every document that has been filed in the case.

As for the rules tonight, the nost
important rule | ask everyone to followis to respect
others' opinions while |listening and maki ng coments.
| certainly don't expect everyone to agree with what
t hey hear tonight, but | would expect everyone to
refrain from any heckling or booing.

We will take your comments after a
brief presentation by the Conmpany. When we start
taking comments, | will call each of you who have
signed up in the order in which your name appears.
When you come up to speak, please say your nane
clearly and spell it for the Court Reporter. I f |
see -- if there are -- well, | don't think time is
going to be a problem tonight. If you have a -- if
sonmebody has a question, though, | would ask you to
pl ease wait until the comment period ends and ask
your question at the end and ask the Conpany
enpl oyees to address those questions.

A couple of introductions here before
we begin with the Conpany's presentation; Senator

Frerichs is in the audi ence tonight. Senator, do you

6
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have any comments you would like to --

SENATOR FRERI CHS: "1l make it brief.

JUDGE ALBERS: That's fine. However | ong you
woul d 11 ke.

SENATOR FRERI CHS: | just want to thank the ICC
for holding a hearing in this district. This is an
i mportant issue for a lot of nmy constituents. Over
the | ast several months, | have been contacted by
dozens of constituents, small businesses, |ocal
government officials at a time of rising rates on
electricity, gasoline, food and other necessities.

The rate increase being asked for is
something that | ask the Illinois Comnmerce Comm ssion
to be studied thoroughly. Not all of my constituents
could make it here this evening. So | am here to
speak on their behalf in requesting you study
everything, consider what the inpact is going to make
and make sure that the case has been made for the
extent of the increase that Illinois-American Water
is asking.
| want to thank you for com ng here to

my district, to Chanpaign/Urbana, to hear from the
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citizens.

Thank you.

JUDGE ALBERS: Thank you, Senator.

One other introduction | would like to
make is M. Elias Mossos fromthe Illinois Attorney
General's Office.

ELI AS MOSSOS: Thank you, Judge Al bers.

Good evening | adies and gentl emen. \%Y,
name is Elias Mossos. ' m here on behalf of the
I1linois Attorney General's Office. Our office has
intervened in the Illinois-American Water case, and
our experts are reviewi ng the data and identifying
ways to keep the cost at a reasonable |evel. Your
i nput this evening is greatly appreciated.

Thank you.

JUDGE ALBERS: Thank you, M. Mossos.

Now | would |like to go ahead and turn
t hings over to M. Barry Suits. He is the network
operations manager for Illinois-American's Chanpaign
County district.

BARRY SUITS: Thank you, Judge Al bers. My nanme

is Barry Suits. l'm a | ocal manager here for

SULLI VAN REPORTI NG COVPANY
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I11inois-American Water. "1l definitely keep
tonight's presentation brief. W did hold three
public meetings earlier this year to give a little
bit nore detail on our plans to build a new treatnent
pl ant here in Chanpai gn County and other activities
we're taking in the county that represent the driving
factors for this rate increase.

| also want to thank the Illinois
Commerce Comm ssion for holding this public hearing.
We think that this is an inportant process of the
regul ated water utility model. And we do appreciate
their holding this meeting and your com ng out
t oni ght .

Wth me tonight, | do want to
i ntroduce a few of the people with our conpany that
are here to answer questions after the formal part of
t he heari ng. | have our president of
Il'1inois-American, Karla Teasl ey. | have Richard
Kerckhove, our senior financial analyst in our rates
and regul ati ons group. Fred Ruckman is our director
of field operations for Illinois and nmy boss. And we

have Tim Leahy, our director of government affairs in

9
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[11inois.

In tonight's presentation, we'll
provide some facts about our |ocal water conpany, a
little bit about the growi ng demands for water in
Champai gn County. We'll give you some basic
information on the rates filing and update you on how
this water treatment plant and capital investments
during the last five years are going to inpact
resi dential water rates.

Alittle about who we are; we've
served Chanpai gn County for decades as a private
water utility. We're investor-owned and regul ated by
the Illinois Commerce Comm ssion. W currently serve
around 51,000 customers here in Chanpai gn County.
80 percent of those reside here in Chanpaign and
Ur bana. Our system consists of now nmore than 605
m |l es of pipe, more than 4,000 fire hydrants. And
the water is provided to the distribution system from
two treatnment plants, one on Lincoln Avenue in Urbana
and one on Maddis Avenue in Chanpaign. And we're
currently underway on building a third water
treatment plant to add to that group of two.

10
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Our custoners today use about 22

mllion gallons of water every day on average across
t he year. In 2007, our peek day was 33 and a half
mllion on June 15th.

You can't talk about our conmpany
wi t hout tal king about the enployees. W have 67
peopl e that work here locally. They have an average
number of years of service of 17 years. It's the
comm t ment of generations of enployees providing high
quality water and reliable service that our customers
enjoy the service we have today. The result of all
that work is we have a Class | 1SO rating in both
Ur bana and Chanpai gn and Savoy. W have been voted
best tasting water numerous times in the past years,
and we've won awards from the EPA for water quality.

On August 31, 2007, Illinois-American
Water filed a rate increase with the Illinois
Commerce Comm ssion. This filing is our first rate
filing in five years and | believe listed the dates
of our prior filings. You can see that on average we
file for rates every two to three years, but it has

been five years since our last rate filing.

11
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If fully approved, the request that we
have made would increase the water service bil
$13.81 per nmonth or $0.46 a day for the average
customer using 6,000 gallons of water.

There are two main conponents of the

rate increase. The first conponent involves about 44

and a half mllion dollars of the 51 mllion dollars
we expect the new treatnment plant, | mentioned, to
cost. This equates to about $6.64 a month or just

under half of the proposed rate increase or 48
percent. | f approved as filed, the conpany wil
recover its investment over approximately 45 years
t hrough depreciation as a conbi ned depreciation.

This water treatment plant is also
needed to insure that our customers today receive the
same water service they have been receiving in the
past and al so prepares us for the future. About a
third of the treatment plant is directly related to
upgrades we need to make to keep up with water
quality regul ations that are ever nore stringent each
year fromthe Illinois EPA.

The other portion of the rate increase

12
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or $7.17 a nonth or just over half at 52 percent is
related to several items. One is 12.7 mllion

dol lars worth of capital investments we've made

t hrough the end of June 2007 that are already in

pl ace, another 13.4 mllion dollars worth of
investment for additional capital that we'll be
putting in place between June 30, 2007, and June 30,
2009, the end of the test year.

Two thirds of the rate increase that
we' ve requested represents the revenue requirement of
70.6 mllion dollars of capital investments we're
maki ng to i mprove the water system here in Chanpaign
County. Even with the proposed rate increase, water
delivered to your home will still cost |less than a
penny a gallon.

In 1996, we initiated a study to
determ ne when additional capacity would be needed in
Chanmpai gn. What we found was the new water treatnment
pl ant woul d be needed to neet customer demands beyond
2008. Exi sting water treatment facilities were
determ ned to have been fully utilized and coul d not

be expanded. The area had grown up around them  The

13
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need for additional capacity was denonstrated | ast
sunmmer . | mentioned June 15th was our peek day. W
actually asked our customers for volunteer water
restrictions because we were worried that the peek
was going to be set and test the overall capacity of
our treatment plants.

The construction on the new treat ment
pl ant started in | ate August 2007 and we expect to be
operational in December of 2008. The facility is
built on a 40-acre site west of Chanpaign on Bradley

Avenue extended. As you can see, it's the small

square right here in yellow. The facility will have
initial capacity of 15 mllion gallons per day and be
able to be expanded to 20 mllion gallons per day.

The water conpany, as part of this
project, is also building seven new wells in a new
well field. That well field is shown in the bluish
color to the west of the new treatment plant
facility. Bombill is located just south right here.
So here's the well field, here's the treatment plant
we're building now.

Along with those wells, we will have

14
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four and a half mles of raw water mains and seven
mles of distribution mains to bring the water back
to Chanmpai gn/ Urbana's existing piping system

As | nmentioned earlier, this project
is expected to cost 51 mllion dollars and is the
maj or part of our plans to insure the current and
future water needs of our customers in
Chanmpai gn/ County.

Alittle bit more breakdown on the various

pi eces of the rate case; more than 12.7 mllion
dollars was invested in system enhancenents between
September of '03, our |last rate hearing, and
June 2007. There were nearly 60 projects that ranged
from 10,000 to 1.4 mllion dollars. They incl ude
refurbishing of our elevated water tank near
Mar ket pl ace Mall, major water main projects on Curtis
Road in Chanpaign, several water main replacement
proj ects. Exanpl es of those would be several -- one
on Urbana Street and one on Anderson Street in Urbana
and more than a mllion dollars worth of upgrades in
our water treatment facilities.

More than 13.4 mllion dollars is

15
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going to be spent between July of '07 and June of

'09. These are investnents that we nmake every year.
They're investments in new fire hydrants, new service
connections, water main replacenment projects and
addi ti onal piping that we're building related to the
new treatment plant to connect the systemto the

pl ant .

We' ve al so worked hard to manage our
own end costs, but yet they've increased by four and
a half percent per year since 2003. Some reasons for
that are the same reasons you may have seen in your
busi ness or hone. Qur energy and fuel costs have
i ncreased by about 55 percent since our |last rate
filing process. Chemcal costs have increased by 60
to 65 percent, and | abor costs have increased by 28
percent .

While four and a half percent per year
may sound |i ke a nunber that's not measurable, there
iIs an average increase in the water and sewer
i ndustries called a CPI for water and sewer. That
i ndex was 6.07 percent per year for that sanme period.

So we have worked hard to manage our own cost

16
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i ncreases.

Wth that, | would like to thank you
again for com ng out and being a part of this
process. And we wel come your participation.

Judge Al bers.

JUDGE ALBERS: Thank you, M. Suits.

Turning now to our commenters, from
what | have so far is a short I|ist. Our first would
be Alice Fletcher.

ALl CE FLETCHER: My name is Alice Fletcher. I
live at 5 Flora Ct, Chanmpaign, Illinois. My concern
about the Mahomet aquifer and Illinois-American Water
Conpany go far deeper than the 60 percent increase.
However, it's a vital part of it, also, just the fact
that it's such a large increase.

|'m 77 years ol d. | have lived in
Champai gn all but one and a half of those years and
drank water froma well that my father dug and from
t he Mahomet aquifer. It was the purest, best water
|*ve ever tasted in ny life, no chem cals at that
time fromthe kind of fertilizers, etcetera.

However, |'ve been really, really concerned about our

17
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water and world trade. The whole picture is just

really frightening when | think about how precious

our natural resource of water is. And | | earned that
in Engl and. It's very serious. It can be life and
deat h.

A coupl e of years ago | was watching
C- Span, and a young man was tal king about water in
the United States, and |I | earned that his name was
Andrew Morris. He's a professor of economcs in |aw.
He was giving a lecture to the American Enterprise
I nstitute in Washington D. C. about water security and
scarcity. He tal ked about how we all subsidize water
to the deserts of the west. For exanmple, he talked
about how water security and scarcity affects the
mar ket s and how the markets react so quickly to water
sales, et cetera, and water is a natural monopoly.
His prediction was that water is going
to be controlled by the Government and that they wil
deci de where water will go and how much it will cost,
t he huge issue of water scarcity is going to nove
fromrural to urban areas, it was described in the
News Gazette. Professor Morris was at Western

18
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University during this period that | saw him deliver
his lecture to the American Institute.

But we are |lucky he is here in
Chanpai gn now. He was hired by the University of
Il1linois. And they described himas a |Iegal and
econom ¢ schol ar who specializes in regulatory policy
and its econom c imnmpact particularly concerning
energy. Those are sonme huge words in our country
today. And | hope that -- | called his office today
and asked if | could somehow get a copy of the speech
he gave in Washington D.C., the subject of security
and scarcity.

And once, our water was wholly, the
province of our municipalities, the U S.
privatization that's happening with many regul atory
policies that were not very carefully attended to by
our federal government with regards to our nost
i mportant resource, in ny opinion, water. And then
the RWE, the German utility congl omerates who
purchased American Waterworks in 27 states and three
Canadi an provinces is the |argest publically traded

wat er conpany in the United States. Eur opean based

19
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-- 1 gleamed this froma website from RWE and
American Water -- 1llinois-American Water, being a
part of the water. European utility giants have been
bi ddi ng aggressively for new contacts to run Anmerican
wat er systens. Top corporate players in the world
want our water industry and our water resources.

This is a quote; in 2007, shares of
RWE are all up over 140 percent over their prices of
three years ago. Germany's RWE is trying to divest
American Water Company, which Il1linois-American,
believe, is part of. Approvals are still pending in
New York, New Jersey, Pennsylvania, Kentucky,
Il1linois and California as of the date of that
writing. And you can go to your conputer and key in
I11inois-American Water Conmpany dash RWE and see sone
facts and statistics that are very disconforting.

My strong opinion, my opinion, is that
RWE, Illinois-American wants Chanpai gn County
customers to build a new plant and then they wl
sell it at a great profit. You can clearly see from
the RWE websites that it does not put their huge

profits back into maintenance and buil di ng. RWE is

20
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only interested in profits according to what the
statistics show of expenditures and profits.

On the websites are many | egal cases
against this, their lack of maintenance, et cetera,
i ke our fire hydrants. | was -- | worked in the
courts for 17 years, and |I'm amazed how many | awsuits
were filed against them for non-maintenance probl ens.
And fire hydrants are inportant as is everything
about water.

Who are the |ikely bidders when
Il 1inois-American goes on the block, which I'm
certain is going to happen? What countries that have
horrible water, their rivers are polluted -- we hear
it all the time. Chi na, Japan and Korea come to m nd
as the countries with the nmoney to buy all these
huge conpani es who own our water resources in the
Uni ted States.

And | would like to ask the Illinois
Commerce Comm ssion to not grant any increase in
rates to Illinois-American Water Conpany, and | ask
our city government in Chanpai gn/Urbana to bypass

their water systems, just get the control back where

21
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it belongs. We have the people with the know edge
and the work force to acconmplish this. And | believe
that em nent domain is a perfect avenue for this
procedure. And | really hope this happens.
Thank you.
JUDGE ALBERS: Thank you, Ms. Fletcher.
| do not have any other individual who
has signed up for coments tonight. But | certainly
woul d be happy to hear anyone who would |ike to make
a comment. So, please.
NANCY DI ETERI CH- RYBI CKI : Yeah, | didn't see
where you could sign up. So |'m sorry about that.

But ny name a Nancy Dieterich-Rybicki,

D-1-E-T-E-R-1-C-H, hyphen, R-Y-B-1-C-K-1I. And |
first wanted to say that | didn't see a whole |ot of
publicity about this hearing until a couple of days

ago. So | wouldn't really take a |lower turn out to
mean that people aren't interested in this issue. I
think there's a lot of interest and concern about
this issue.

But anyway, as we all know,

I11inois-American Water Conmpany is asking for a 60

22
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percent rate increase for Chanpaign County water
customers, which according to the presentation
earlier, would increase an average customer's nonthly
bill by $13.81 each nonth. And since | at |east get
billed every other month, that would be an average
increase of a little over $27 on each bill above and
beyond what we already get charged. And this is a
huge increase even taking into consideration the
capital i1nprovements that the conpany tal ks about.

My concern about this increase is, is
it really necessary? According to Illinois-American
Wat er Conpany's website, they are the | argest
investor-owned water utility in the state. And |
have to questi on whether or not the conmpany is really
more interested or more concerned with maki ng nmoney
for these investors than it is for providing
reasonably priced quality water for its consumers.

And | just want to make the conmment

that if the City of Urbana and the City of Chanpaign

or the State of Illinois requested a 60 percent tax
hi ke, people would be up in arms -- | think
rightfully so -- about the inefficiencies of

23
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government. And so ny question is, how efficient is
this corporation in running this business if it needs
a 60 percent tax -- or a 60 percent rate hike?

| would personally welcome a little
bit more government oversight over utilities because
there would at | east be some accountability anong
| awmakers who have to be re-elected. And so | feel
t hat consumers, and not investor owners, should be
this conmpany's top priority. So | would like to ask
the 1CC to | ook closely to determ ne whet her or not
I11inois-American Water Conpany really needs the rate
i ncrease.

Thank you.

JUDGE ALBERS: Thank you, ma'am

Yes, sir.

ROBERT SHI ERRY: My name is Robert Shierry, and
| live in Chanpaign and worked for Northern Illinois
WAt er Corporation for 46 years and retired 14 years
ago. And |I''m conmenti ng about some of the things
t hat has just been said by some of their custonmers.

First of all, the cities have never

owned this water system It's al ways been

24
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investor-owned fromits founding and most water
utilities in Illinois were investor-owned originally.
The other thing is it's interesting to say that
i nvestor-owned utilities don't do a good job. And
here's Il linois-American Water Service taking first
place in the United States for the quality of their
wat er and has a number one rating by the fire rating
peopl e. No other systemin Illinois has a number one
rating and very few do in the whole United States.
And, you know, if they're doing a bad job, they're
doing a very good job of covering it up with getting
t hese ratings.

| could go on and on about the
advant ages of investor ownership or municipal
ownership in that responsibilities have been doing a
good job. And as a whole, | think investor-owned
water utilities are better run than munici pal ones
and actually have better qualified people running
t hem

Thank you.

JUDGE ALBERS: Thank you, sir.

Anyone el se tonight that would like to

25
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make any coments?

Sir.

B.J. HACKLEY: |'m B.J. Hackley, the mayor of
the Village of St. Joseph, spelled H-A-C-K-L-E-Y.
The comments | would Iike to make tonight is |I'm here
representing my community of 4,000 people. 60
percent increase is a |large increase on any
utilities, and because of that, | think |I would be
wrong in my 27 years of being mayor if | wasn't here
before you tonight saying that's a very | arge
i ncrease. On the other hand, 1'll have to say this;
we have had nothing but quality of service in St.
Joe. | ve had very few conpl aints about them
Whenever we've had water main breaks, they are
generally right on the spot taking care of it.

We have expanded. We've had a 29
percent growth in the last five years as our
subdi vi si ons are being devel oped. They are al ways
wor king with us and hel ping us lay them out. And
water is not an issue because it's always there for
it.

So with that, | would say, if an
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increase of 60 percent seenms high, | think the
residents of St. Joe could handle a 30 percent very
easily.

Thank you.

JUDGE ALBERS: Thank you, sir.

Any ot hers?

If there are no others that have any
comments they would |ike to make, does anyone have
any questions for any of the conpany officials?

Anyone?

ALl right. Well, if no one has
anything else they would like to add for our
transcript tonight, then I will thank everyone for
com ng and close this public forum

Thank you everyone.

(Wher eupon, the public forumin

this mtter is closed.)
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