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WITNESS IDENTIFICATION

Please state your name, your employer, and your business address.
My name is Jonathan M. Sperry. | am employed by the lllinois Commerce
Commission (“ICC” or “Commission”). My business address is 527 East Capitol

Avenue, Springfield, lllinois 62701.

Please describe your current position and its responsibilities.

| have been employed by the Commission since February 2007 as a Water
Engineer in the Water Department of the Financial Analysis Division. My
responsibilities include reviewing and analyzing the planning and operations
information of water/sewer utility systems as it relates to rates, rules, regulations,
and conditions of utility service; conducting inspections of water and sewer
utilities and preparing reports; reviewing information regarding the prudence of
Qualifying Infrastructure Plant investment costs; reviewing applications for
certificates of public convenience and necessity; and presenting expert witness

testimony at Commission hearings.

Please briefly state your qualifications and professional experience in the
regulatory field.

| received a Bachelor of Science degree in Chemical Engineering from the
University of lllinois at Urbana/Champaign in May 1996. Prior to my employment
at the ICC, | worked at the lllinois Environmental Protection Agency from

November 1996 to February 2007 as an Environmental Protection Engineer in
1
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the Bureau of Air Permits Section. My responsibilities included reviewing air
pollution permit applications to determine applicability of and compliance with air
pollution regulations, writing specific and general permit conditions to enforce
those regulations, and generating reports on Title V (Clean Air Act Permit

Program) activity to the United States Environmental Protection Agency.

Have you previously testified before the Commission?
Yes. | have previously provided testimony before the Commission on humerous

issues related to my responsibilities.

INTRODUCTION

Q.

A.

What is the purpose of this proceeding?

The purpose of this proceeding is to consider lllinois-American Water Company’s
(“IAWC” or the “Company”) Petition for Certificates of Public Convenience and
Necessity (“Certificates”) to provide water and sanitary sewer service to parcels
in Cook, DuPage, and Will Counties, lllinois. The Petition was filed pursuant to

Section 8-406 of the Illinois Public Utilities Act (“Act”), 220 ILCS 5/8-406.

What is the purpose of your testimony?

The purpose of my testimony is to present Staff’s positions regarding whether
IAWC has satisfied the requisite conditions for justifying the issuance of the
Certificates pursuant to Section 8-406 of the Act. | will also be addressing

general requirements and conditions for receiving a Certificate, the proposed
2
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certificated service areas, the Company’s adherence to the Commission’s rules,
and IAWC’s Chicago-Metro Division current Rules, Regulations, and Conditions

of Service tariffs for water and sanitary sewer service.

Have you reviewed IAWC'’s testimony and documentation in this
proceeding?

Yes, | have. | have reviewed the Company’s Petition and Exhibits attached
thereto, the Direct Testimonies of Company Witnesses Mr. Kevin F. Hillen (IAWC
Exhibit No. KFH-1.0) and Mr. Michael J. Hoffman (IAWC Exhibit No. MJH-2.0
through 2.2 revised), the Company’s correspondence to the Commission’s Chief
Clerks Office regarding easements, and the Company’s responses to various

Staff data requests.

Have you included any attachments with your testimony?
Yes. Attachment 2.01 is a response to a Staff data request provided by the

Company.

GENERAL DISCUSSION

Q.

Please give a brief description of IAWC’s Chicago Suburban and Santa Fe
Districts.
The Chicago Suburban and Santa Fe Districts (“Districts”) are two of the 28

service areas in IAWC’s Chicago-Metro Division. (IAWC Exhibit No. KFH-1.0, p.
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3, lines 41-45.) The Districts provide residential and commercial water service,
including fire protection service, and sanitary sewer service in Cook, DuPage,

and Will Counties.

The Districts’ water supply is treated water from Lake Michigan, provided on a
wholesale basis. The Chicago Suburban District receives treated water from the
Village of Glenview, and the Santa Fe District receives treated water from
American Lake Water Company, an affiliate of IAWC. (IAWC Exhibit No. KFH-
1.0, p. 8, lines 153-54; p. 16, lines 323-24.) The water systems are also served
by emergency wells at various locations in the Districts’ service areas. The
maximum capacity of the Chicago Suburban District is 11.45 million gallons per
day (“mgd”) and the maximum capacity of the Santa Fe District is 2.16 mgd.

(IAWC response to Staff data request JIMS 1.02.)

The Company collects and treats sewage within the Santa Fe District at its
sewage treatment plant on Davey Road, in Lemont, lllinois. (IAWC Exhibit No.
KFH-1.0, p. 16, lines 327-28.) In addition, a portion of the sewage from this
district is treated by the Village of Romeoville. (IAWC Exhibit No. KFH-1.0, p. 20,
lines 408-09.) For the Chicago Suburban District, the Company provides only
sewage collection service; sewer treatment service is provided by the
Metropolitan Water Reclamation District of Greater Chicago (“MWRDGC").
(IAWC Exhibit No. KFH-1.0, p. 8, lines 155-57; p. 9, lines 176-77; p. 10, lines

181-82; p. 13, line 252 and lines 262-63.)

4
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What is the Company requesting in this docket?

According to the Company’s Petition and Mr. Hillen’s direct testimony, the
Company is requesting Certificates to provide water and sanitary sewer service
to two parcels in each of the Districts (“proposed certificated service areas”). All
four parcels are adjacent and contiguous to the Company’s existing Chicago
Suburban or Santa Fe District certificated service areas. The Company is
requesting sanitary sewer service in all four parcels and water service in three of
the four parcels. (Petition, pp. 3-4; IAWC Exhibit No. KFH-1.0, p. 4, lines 55-58
and lines 60-63; p. 9, line 169; p. 12, lines 246-47; p. 17, lines 340-42; p. 19,

lines 391-93.)

On December 17, 2008, the Commission issued an Interim Order in this docket,
granting the Company Temporary Certificates of Public Convenience and
Necessity (“Temporary Certificates”) authorizing it to provide water and sanitary
sewer service to the proposed certificated service areas. The granting of the
Temporary Certificates does not create any presumptions with respect to the

Certificates now being requested.

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY

What is required of IAWC to be granted a Certificate?
According to Section 8-406(b) of the Act, a utility must show that its services are

required, that construction is necessary to provide adequate, reliable, and

5
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efficient service, and that the utility is proposing the least-cost means of providing
that service. The utility must also demonstrate that it is capable of efficiently
supervising and managing construction, and that it has the resources to finance
construction without significant adverse financial consequences for the utility or

its customers.

Are you generally familiar with the water and sanitary sewer systems and
proposed service areas for which IAWC is requesting a Certificate?

Yes, | am familiar with the water and sanitary sewer systems, having inspected
them on January 13, 2009. At that time, | viewed the Company’s water and
sanitary sewer system property, the Santa Fe District sewage treatment plant,

and the proposed certificated service areas.

Has the Company received any requests to provide water and sanitary
sewer service?

Yes. IAWC has received requests for water and sanitary sewer service from
Terraco, Inc., Nicholas & Associates, Bridge Point Woodridge LLC, and Bluff
Pointe LLC (“developers”). (Petition, 15, p. 2; IAWC Exhibit No. KFH-1.0, p. 5,
lines 73-79; p. 9, line 168; p. 12, line 246; p. 13, lines 259-60; p. 17, line 340; and
p. 19, lines 391 and 397.) For Parcel B in the Chicago Suburban District, the
developer has only requested sewer collection service, because water service
will be provided by the Village of Mt. Prospect. (IAWC Exhibit No. KFH-1.0, pp.

12-13, lines 246-50.)
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Have any other ICC regulated water or sewer utilities been certified to serve
customers in the proposed certificated service areas?

There are no ICC regulated utilities that currently have a Certificate to provide
water or sanitary sewer service in the vicinity of the proposed certificated service
areas. Clarendon Water Company is approximately 7 miles away from the
proposed certificated service areas in the Santa Fe District. Del-Mar Water
Company is approximately 8 miles away from the proposed certificated service
areas in the Chicago Suburban District. Neither of these Commission-regulated
utilities provides sanitary sewer service, and neither has the capacity or ability to

extend their systems to the proposed certificated service areas.

Do you know if any other utilities have interest or capacity to serve water or
sewer customers in the proposed certificated service areas?

No, | am not aware of any entity that has interest in or is currently capable of
providing water or sanitary sewer service in the proposed certificated service
areas. According to the Company, no other public water or sanitary sewer
system is willing and able to provide water or sanitary sewer service in the
proposed certificated service areas. (IAWC Exhibit No. KFH-1.0, p. 11, lines 203-

05; p. 14, lines 284-85; p. 17, lines 355-56; pp. 19-20, lines 405-09.)
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What is your opinion regarding the Company’s ability to supply adequate
water service to the proposed certificated service areas?

Based on my inspection of the water distribution system and the well systems
that supply these areas, it is my opinion that they are well maintained and
capable of producing adequate and safe water to serve the needs of IAWC'’s

customers in the proposed certificated service areas.

Mr. Hillen declares that peak demand on the Company’s Chicago Suburban
District water system is approximately 5.32 mgd and average demand is 1.93
mgd. (IAWC response to Staff data request JMS 1.02.) The estimated peak and
average demands for water service from new commercial customers in the
proposed certificated service area is less than 0.01 mgd. (IAWC Exhibit No. KFH-
1.0, p. 11, lines 221-23.) As stated earlier in this testimony, the capacity of the
Company’s Chicago Suburban District water distribution system is 11.45 mgd, so
it is my opinion that the Company has adequate capacity to serve new customers

in the proposed certificated service area.

Mr. Hillen declares that peak demand on the Company’s Santa Fe District water
system is approximately 1.98 mgd and average demand is 0.89 mgd. (IAWC
response to Staff data request JMS 1.02.) The estimated peak and average
demands for water service from new commercial customers in the proposed
certificated service areas is less than 0.04 mgd. (IAWC Exhibit No. KFH-1.0, p.

18, lines 368-70; p. 20, lines 424-26.) As stated earlier in this testimony, the
8
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capacity of the Company’s Santa Fe District water distribution system is 2.16
mgd, so it is my opinion that the Company has adequate capacity to serve new

customers in the proposed certificated service areas.

What is your opinion regarding the Company’s ability to supply adequate
sanitary sewer service to the proposed certificated service areas?

Based on my inspection of the sanitary sewer systems, it is my opinion that they
are well maintained and capable of serving the needs of IAWC’s customers in the

proposed certificated service areas.

The Company will provide sewage collection and treatment service in only one
parcel of the Santa Fe District in the proposed certificated service areas. The
estimated daily demand for sanitary sewer service from new commercial
customers in this parcel is less than 0.01 mgd. (IAWC Exhibit No. KFH-1.0, p. 18,
lines 371-72.) The rated capacity of the Company’s Santa Fe District sewage
treatment plant is 1.44 mgd, so it is my opinion that the Company has adequate

capacity to serve new customers in the proposed certificated service area.

The Company will only provide sewage collection service in the other three
parcels in the proposed certificated service areas. In these parcels, it is my
opinion that the Company’s sewage lift stations have adequate capacity to collect
sewage and transfer it to the treating entity (MWRDGC or the Village of

Romeoville).
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Is IAWC proposing the least-cost means for providing water and sanitary
sewer service in the proposed certificated service areas?

Yes. The proposed areas are contiguous and adjacent to the existing certificated
service areas of the Company’s Chicago Suburban and Santa Fe Districts. The
cost of serving the proposed certificated service areas includes the construction
of water main extensions, water service lines, sanitary sewer main extensions,
and sanitary sewer service lines into the proposed areas. It is far more cost-
efficient for an existing utility in the area to extend its water or sanitary sewer
mains than it is for a new entity to come into the area and construct new facilities
to establish water or sanitary sewer service. By thus making use of existing
facilities and capacity, duplication of water and sanitary sewer facilities and
unnecessary costs would be avoided. (IAWC Exhibit No. KFH-1.0, p. 6, lines 91-

95.)

The Company will take steps to assure that the construction costs are the least-
cost means of providing the required water and sanitary sewer service. The
Company will not pay for any investment up front and will make refunds to the
developers as customers attach to the facilities (Petition, 19, p. 3; IAWC Exhibit
No. KFH-1.0, p. 8, lines 139-43; IAWC Exhibit No. MJH-2.0 revised, p. 3, lines

54-58.)
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Based on information currently available to me, including, as mentioned above,
the fact that no other entity is currently capable of providing water or sanitary
sewer service to IAWC’s potential customers, it is my opinion that IAWC'’s
proposal represents the least-cost option of providing water and sanitary sewer

service in the proposed certificated service areas.

Is it your opinion that IAWC is capable of efficiently managing and
supervising the construction of the proposed water main and sanitary
sewer main extensions?

Yes. Based on my inspection of the water and sanitary sewer systems, and my
review of the Company’s testimony and responses to various Staff data requests,
it is my opinion that the Company is capable of efficiently managing and
supervising construction of the proposed water main and sanitary sewer main
extensions. IAWC has consistently demonstrated that its water and sanitary
sewer systems in lllinois are well operated, efficiently managed and supervised,
and its equipment is well maintained. IAWC has many years of experience

managing and supervising this type of construction.

What is your assessment of the Company’s compliance with the

Commission’s rules and regulations at 83 Ill. Adm. Code 600.370, “Service

to New Customers”?
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Based on Company responses to Staff data requests, as well as my review of the
Petition and the Company’s direct testimony, the Company appears to be in
general compliance with the water main extension rules contained in 83 Ill. Adm.
Code 600.370. Although these rules only apply to water main extensions, the
Company’s analysis includes both water and sanitary sewer main extensions
together. The estimated cost of the water and sanitary sewer main extensions is
$927,811, and the Company’s estimate of the first year’s revenue is $14,743.

(IAWC Exhibit No. MJH-2.2 revised.)

Because the cost of the extensions is greater than 1-% times the annual revenue,
the construction of new facilities will be financed by the developers, as set forth in
various Service Agreements with those developers. IAWC will refund the
developer’s cost as customers attach, in accordance with the water main
extension rules of 83 Ill. Adm. Code 600.370, and the Company’s Rules,
Regulations, and Conditions of Service tariffs for water service (ILL. C. C. No. 4,
Sheet Nos. 25-30) and sanitary sewer service (ILL. C. C. No. 5, Sheet Nos. 25-
27) for the Chicago-Metro Division, and the sanitary sewer main extension
stipulation in Docket No. 01-0645. (Petition, 19, p. 3; IAWC Exhibit No. KFH-1.0,
p. 6, lines 105-11; p. 7, line 116; p. 8, lines 139-43; IAWC Exhibit No. MJH-2.0

revised, p. 3, lines 52-58.)

PROPOSED CERTIFICATED SERVICE AREAS

Please describe the proposed certificated service areas.

12
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The proposed certificated service areas are legally described in Exhibit B of the
Company’s Petition. The proposed certificated service areas include
approximately 7.654 acres in the Chicago Suburban District and approximately
63 acres in the Santa Fe District. Parcel A of the Chicago Suburban District
consists of a commercial building currently under construction in the Village of
Mt. Prospect, lllinois in Cook County. Parcel B of the Chicago Suburban District
consists of four completed commercial buildings in the Village of Mt. Prospect,
lllinois in Cook County. Parcel A of the Santa Fe District consists of two
warehouse buildings in the Village of Woodridge, lllinois in DuPage County.
Parcel B of the Santa Fe District consists of two warehouse buildings to be

constructed in the Village of Romeoville, lllinois in Will County.

Do you believe that it is reasonable for the Commission to approve a
Certificate for IAWC to provide water and sanitary sewer service to Parcel A
in the Chicago Suburban District and Parcels A and B in the Santa Fe
District, as identified in Exhibit B of the Petition?

Yes, | do.

Do you believe that it is reasonable for the Commission to approve a
Certificate for IAWC to provide sanitary sewer service to Parcel B in the
Chicago Suburban District, as identified in Exhibit B of the Petition?

Yes, | do.

13
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Do you have a recommendation regarding the Company’s proposed legal
descriptions?

| recommend that the Company provide in its rebuttal testimony a revised legal
description for Parcel A in the Santa Fe District and for any other parcels it
deems necessary to correct. In response to Staff data request JMS 1.05 (see
Attachment 2.01), the Company noted that the legal description provided in the
Petition for this parcel was incorrect, and provided a correction. However, the
corrected legal description also appears to be insufficient, because it describes
an area in Will County directly south of Parcel B. According to the map provided
in Exhibit A of the Petition, as well as my inspection of the proposed certificated

service areas, Parcel A is in DuPage County a few miles northeast of Parcel B.

RULES, REGULATIONS, AND CONDITIONS OF SERVICE TARIFES

Q.

Has the Company proposed Rules, Regulations, and Conditions of Service
tariffs for water and sanitary sewer service that will be applicable to
customers in the proposed certificated service areas?

Yes, it has. The Company proposes to serve the customers in the proposed
certificated service areas under its Chicago-Metro Division’s Rules, Regulations,
and Conditions of Service tariffs for water service (ILL. C. C. No. 4) and sanitary

sewer service (ILL. C. C. No. 5) as now in effect and updated from time to time.
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(Petition, 118, pp. 2-3; IAWC Exhibit No. KFH-1.0, pp. 7-8, lines 133-37; IAWC

Exhibit No. MJH-2.0 Revised, p. 3, lines 74-75.)

Do you agree with these Rules, Regulations, and Conditions of Service
tariffs for water and sanitary sewer service?

Yes, | do. These tariffs are consistent with tariffs that have recently been
approved by the Commission for other utilities. The Company’s current Rules,
Regulations, and Conditions of Service tariffs for water and sanitary sewer
service for the Chicago-Metro Division were last updated in their entirety in
September 1995. The new customers will be attached directly to the existing
Districts within this Division. (Petition, Y4 and {8, pp. 2-3; IAWC Exhibit No.
MJH-2.0 Revised, p. 4, line 77.) Therefore, the new customers will be subject to
these existing Rules, Regulations, and Conditions of Service tariffs for water and
sanitary sewer service for the Chicago-Metro Division. Staff withess Christopher

Boggs will be addressing the water and sewer rates and the Rate tariffs.

MISCELLANEOUS REQUIREMENTS

Q.

Do you know if IAWC has obtained all required permits from the lllinois
Environmental Protection Agency (“IEPA”) for the construction of the
proposed water main or sanitary sewer main extensions?

All necessary permits will be obtained by the developers of the extensions or the

property owners. (IAWC Exhibit No. KFH-1.0, p. 7, lines 123-26.)
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Has the Company acquired needed easements, pursuant to 83 Ill. Adm.
Code Part 3007?

It is my understanding, based on review of the Company’s direct testimony, that
mains and facilities will be installed in right-of-ways or developer-granted
easements. IAWC will acquire all required easements from third-party property
owners, if necessary, and will follow the provisions of 83 Ill. Adm. Code Part 300

of the Commission’s rules. (IAWC Exhibit No. KFH-1.0, p. 7, lines 127-32.)

CONCLUSION

Q.

Has the Company provided adequate evidence that it is in compliance with
the requirements for issuance of Certificates to provide water and sanitary
sewer service to the proposed certificated service areas?

Yes. Itis my opinion that IAWC has adequately met its burden. It is my opinion
that the Company has demonstrated that there is a need for water and sanitary
sewer service and that the Company can provide that service on a least-cost

basis.

What are your recommendations to the Commission in this proceeding?
| recommend that the Company be issued the requested Certificates, authorizing
it to own, operate and maintain the necessary facilities and to transact the

business of furnishing water and/or sanitary sewer service. | recommend that the

16
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area covered by the Certificates include all of the proposed certificated service
areas for the Chicago Suburban District, as set forth in Exhibit B of the Petition.
As noted above in my testimony, the Company should provide a correction to the
legal description of Parcel A in the Santa Fe District. Therefore, | am withholding
a recommendation regarding the legal description of the Santa Fe District until an

accurate legal description is submitted.

Are you expressing an opinion on the financial resources of IAWC relative
to its ability to construct water and sanitary sewer main extensions and
serve the needs of the water and sanitary sewer customers in the proposed
certificated service areas?

No, | am not. Staff witness Sheena Kight-Garlisch is addressing the financial

resources of IAWC.

Are you addressing accounting issues in this proceeding?

No, | am not. Staff witness Larry H. Wilcox is addressing accounting issues.

Does this conclude your prepared direct testimony?

Yes, it does.
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ILLINOIS-AMERICAN WATER COMPANY
RESPONSE TO ILLINOIS COMMERCE COMMISSION
DATA REQUEST NUMBER JMS 1.05

nsible: Kevin Hillen
Operations Manager of Field Services
(630) 739-8959
December 5, 2008
08-0542

On page 21, Line 436 of IAWC Exhibit No. KFH-1.0, the proposed
certificated area of Parcel B in the Santa Fe District is listed as 62.98
acres. However, an analysis of the legal description in Exhibit B of the
Application yields a total of only 28.7 acres. Please reconcile this
difference.

The correct legal description for Parcel A, Bridgepoint Woodridge,
Woodridge, IL is attached to this response. The legal description for
Bridgepoint Woodridge that was attached to the petition was incorrect.
The total acreage for each property is stated below. The 62.98 acres
referred to in my testimony mentioned above is the total acreage for both
parcels A and B in the Santa Fe area. The correct acreage for each
parcel is stated below.

Bluff Point Il 28.544 Acres
Parcel A, Bridgepoint 34.437 Acres
Total 62.984 Acres



Docket No. 08-0542
ICC Staff Exhibit 2.0
Attachment 2.01

PARCEL A, Bridgepoint Woodridge, Woodridge, IL
(34.437 ACRES)

(PER BOUNDARY SURVEY PREPARED BY COMPASS, DATED
AUGUST 7, 1998)

THAT PART OF THE NORTHEST (sic) QUARTER OF SECTION 26, TOWNSHIP 37
NORTH, RANGE 10 EAST OF THE THIRD PRINCIPAL MERIDIAN, DESCRIBED AS
FOLLOWS:

BEGINNING AT THE NORTHEAST CORNER OF SECTION 26, THENCE WEST
ALONG THE NORTH LINE OF SAID SECTION 2,646.08 FEET TO THE NORTHWEST
CORNER OF SECTION 26, THENCE SOUTH ALONG THE WEST LINE OF SECTION
26, 1,106.16 FEET, THENCE NORTHEASTERLY ALONG THE NORTHERLY
BOUNDARY LINE OF THE COMMONWEALTH EDISON COMPANY PROPERTY TO
A POINT ON THE EAST LINE OF SECTION 26 THAT IS 28.44 FEET SOUTH OF THE
NORTHEAST CORNER OF SECTION 26, THENCE NORTH ALONG THE EAST LINE
OF SECTION 26, 28.44 FEET TO THE POINT OF BEGINNING, ALL IN WILL
COUNTY, ILLINOIS.
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