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I. Illinois-American’s unaccounted-for water loss is excessive and the 
proposed 1.25 per cent additional surcharge is legally deficient. 

 Illinois-American Water Company (IAWC or Company) has requested that it receive not 

only the maximum capped amount of 12 per cent for unaccounted for purchased water in 2007 

but also an additional 1.25 per cent, for a total unaccounted-for water surcharge of 13.25 per cent 

to ratepayers. 

The Village of Homer Glen disagrees with both the over-all level of charges by IAWC 

for its 2007 reconciliation and the new 1.25 per cent surcharge over and above the unaccounted-

for water surcharge.  Homer Glen believes that IAWC’s request to exceed its authorized level of 

12 per cent for unaccounted-for water without supporting documentation is in violation of the 

Public Utilities Act, 220 ILCS 5/8-306(m).  In addition, Homer Glen finds it disturbing that the 

overall level of unaccounted-for water has increased significantly during a period when IAWC 

said it was taking steps to control water losses.  As a result, at a minimum, the Illinois Commerce 

Commission (ICC or Commission) must reject IAWC’s request to add 1.25 per cent over and 

above its Commission-approved capped amount for recovery in this docket. 
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II. ICC capped IAWC’s unaccounted-for water charge at 12 per cent. 

 The Illinois Legislature set a limit on the amount of unaccounted-for water that a water 

utility can recover from ratepayers.  As of December 31, 2006, IAWC was required to file a tariff 

with the ICC “to establish the maximum percentage of unaccounted-for water that would be 

considered in the determination of any rates or surcharges.”  220 ILCS 5/8-306(m).  As a result 

of IAWC’s filing under the Act, this Commission set IAWC’s cap for unaccounted for water for 

the Southwest Suburban Service District, which serves Homer Glen, at 12 per cent. 

 Instead of viewing the 12 per cent as a cap for unaccounted-for water, IAWC views it as 

a floor and an amount that it is guaranteed to recover regardless of whether it has acted prudently 

in water conservation.  But even this “guaranteed” 12 per cent recovery is not enough in IAWC’s 

view.  In this docket, IAWC seeks a surcharge of 1.25 per cent in addition to the capped 12 per 

cent surcharge.  Such an unsupported additional surcharge is contrary to the Act, which provides 

in part that the rates or surcharges for a water utility “shall not include charges for unaccounted-

for water in excess of this system maximum percentage without well-documented support and 

justification for the Commission to consider in any request to recover charges in excess of the 

tariffed maximum percentage.”  220 ILCS 5/8-306(m). 

III. IAWC presented no ‘well-documented support and justification’ for its 1.25 
per cent rider to the unaccounted-for water charge. 

 In this docket IAWC presented no “well-documented support and justification” for 

charging an amount in excess of the tariffed amount.  Indeed, the Company offers no real support 

for charging a 1.25 per cent surcharge to customers in addition to the 12 per cent maximum that 

was approved by the Commission.  Rather, IAWC’s view is that non-revenue water is not 

covered by the statute’s restrictions and the ICC’s cap.  Kerckhove Direct, IAWC Ex. 1.0 at 11.  

“IAWC claims that this is ‘authorized’ consumption that simply has not been recorded on 
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customers’ meters.  The Company is asking, therefore, to effectively increase its unaccounted for 

water limit by 1.25 percentage points in each PW [purchased water] service area.”  Rubin Direct, 

AG Ex. 1.0 at 9/172-175.  

 IAWC admits that this is the first time that it is “reflecting 1.25% for unbilled authorized 

consumption” as part of unaccounted-for water.  Kerckhove Rebuttal, IAWC Ex. 2.0 at 8.  The 

Company further admits that the 1.25 per cent is determined by “estimation procedures” and that 

it has no well-documented support or justification to support the level of the new charge.  Id.  

The Company has never tracked non-revenue consumption.  Kerckhove Direct, IAWC Ex. 1.0 at 

13.   Thus, there is no well-documented support for IAWC’s estimates as required by the statute.  

The 1.25 per cent additional charge must be rejected. 

 IAWC has offered no study to justify its 1.25 per cent additional surcharge but rather 

relies upon an AWWA Manual to set a “default percentage of 1.25 for unbilled authorized 

consumption.”  Kerckhove Rebuttal at 9/210-211.   “IAW admits that it ‘has not historically 

tracked all forms of authorized consumption.’  In other words, IAW is asking the Commission to 

approve a percentage that IAW itself cannot support.”  Wallrich Direct, HG Ex. 1.0 at 9/174-176. 

IV. IAWC’s “unbilled consumption” includes water that has flowed through a 
meter. 

 The Company argues that the 1.25 per cent is intended to recover such items as “unbilled 

consumption for water used for firefighting, street cleaning and main flushing.”  Kerckhove 

Direct, IAWC Ex. 1.0 at 12/258-259.  However,  

In 2007, there were no “hydrant” fires in Homer Glen.  The fire departments did 
not use any unmetered water during the year.  In addition, to the extent that the 
township does street cleaning, the water used to fill the street cleaning trucks is 
metered through portable meters.  Lastly, to the extent that there is water used for 
hydrant flushing, IAW should be able to determine the actual water used. 
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Wallrich Direct, HG Ex. 1.0 at 9/177-181.  Since IAWC’s unbilled consumption flows through 

meters, such as for street cleaning trucks, there is no reason why IAWC cannot directly bill this 

usage rather than using a “default percentage” to charge all customers. 

IAWC wants the ICC to ignore the fact that IAWC meters the water it claims must be 

recovered through its new 1.25 surcharge.  IAWC attempts to justify its position by merely 

arguing that its tariff allows the Company to create a new classification of unaccounted-for 

water, namely non-revenue water, thereby conveniently exceeding the cap without any “well-

documented support and justification.”  IAWC has determined on its own that the Legislature did 

not intend for its non-revenue water to be covered by the statute. 

 Homer Glen does not agree that IAWC is above the law and has the power and authority 

to make new definitions that are contrary to what the Legislature intended and what the law 

states.  IAWC is bound by the 12 per cent cap that this Commission established for unaccounted-

for water and IAWC cannot merely come up with a new definition to charge customers in excess 

of what is allowed. 

V. IAWC’s lost water percentage is increasing, not decreasing, in spite of the 
Company’s alleged ‘conservation’ efforts. 

 The 1.25 per cent adder by IAWC is just another way for it to recover costs for its 

excessive 18.53 per cent unaccounted-for water loss rate for 2007.  IAWC Ex. C to Kerckhove 

Direct.  As Homer Glen witness Paula Wallrich stated, “[t]he level of accounted for water is 

18.53 per cent, which is a significant increase over the 10.08 per cent in 2006.  This level is too 

high and indicates that IAW is wasting a precious commodity and wants ratepayers to pick up 

the majority of the costs attributed to the inappropriately high level.”  Wallrich Direct, HG Ex. 

1.0 at 2/26-28.  A summary of IAWC’s level of unaccounted-for water over the past several 
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years shows that the Company was able to reduce the level of unaccounted for water but then 

without any explanation as to why, the amount shot back up: 

  Calendar Year   Percentage of Unaccounted-For Water 

  2004     15.79 

  2005     15.53 

  2006     10.08 

  2007     18.58 

Wallrich Direct, HG Ex. 1.0 at 5/95-99. 

 This increase in lost water comes in spite of what IAWC witness Hillen described in his 

testimony as commitments to reduce lost water through such efforts as conducting a leak study, 

replacing meters, cutting down on unauthorized hydrant use, auditing Homer Glen accounts and 

metering construction water.  Hillen Rebuttal, IAWC Ex. 3.0.  However, in spite of all of these 

efforts, unaccounted for water increased from 10.08 per cent in 2006 to 18.58 per cent in 2007.  

IAWC has not offered a credible explanation as to why its purported conservation measures do 

not result in curbing unaccounted-for water on its system but rather caused lost water to increase.  

Even though IAWC made commitments to improve its system, and if Hillen’s testimony is to be 

believed, carried through on those commitments, then why, as Ms. Wallrich testified, did the 

unaccounted for water percentage go from 10.08 to 18.58 per cent?  Wallrich Direct, HG Ex. 1.0 

at 6/121-124. 
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VI. Public policy is to preserve precious Lake Michigan water, not to 
encourage IAWC to recover additional funds for inadequate conservation 
efforts. 

 In addition to IAWC’s lack of “well documented support” for the new 1.25 per cent 

surcharge, there are strong public policy reasons for this Commission to deny the request to 

avoid the clear meaning of PUA by inappropriately allowing IAWC to tack on another 1.25 per 

cent to its 12 per cent cap for unaccounted-for water.  Indeed, there are strong policy questions as 

well as to why IAWC has allowed its unaccounted-for water to jump to 18.5 per cent.  The water 

being wasted by IAWC comes from Lake Michigan which is covered by Public Act 095-0238, 

which adopted the Great Lakes-St. Lawrence River Basin Water Resources Compact.  As HG 

witness Ms. Wallrich observed: 

Under the Act, the State agreed with other states and Canada that the waters in the 
Great Lakes Basin, including Lake Michigan, “are precious public natural 
resources.”  The Act finds that Illinois, along with the other signatories, “have a 
shared duty to protect, conserve, restore, improve and manage the renewable but 
finite Waters of the Basin for the use, benefit and enjoyment of all their citizens, 
including generations yet to come.”  As a result, the entire State, not only Homer 
Glen, has an interest in making sure that IAW does all that is economic and 
reasonable to reduced the unaccounted for water. 

Wallrich Direct, HG Ex. 1.0 at 4/74-80. 

 Homer Glen’s own mission statement provides that the Village “is committed to 

preserving, protecting, and enhancing our community’s quality of life through responsible 

residential and economic development while utilizing sound fiscal management. We will strive 

to maintain open space, preserve our unique rural character and safeguard our natural resources.”  

Wallrich Direct, HG Ex. 1.0 at 3/56-60. 
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This case involves the preservation of one of our most basic natural resources—
water.  To the extent that IAW is allowed to recover from our residents 
unreasonably high unaccounted for water, then we are allowing IAW to waste a 
precious natural resource, which is contrary to the Village’s mission statement 
and core values. 
 

Id. at 4/65-68. 

VII. Public forum comments reveal IAWC’s lack of concern about water 
conservation. 

 The Commission conducted a public forum in Homer Glen to obtain consumer input 

regarding this reconciliation pursuant to 220 ILCS 5/8-306(n).  A copy of the transcript from the 

forum (Forum Tr.) was included as part of Homer Glen’s presentation in this docket.  HG Ex. 

1.01.  At the public forum, Homer Glen residents raised questions concerning IAWC’s 

operations.  The report of the public forum “must be made available to the hearing officials and 

reviewed when drafting a recommendation or tentative decision, finding or order.”  Among the 

comments received at the forum were the following: 

• “If the goal is to reduce lost water, the current reconciliation filing does not show 

that the Company has made significant progress.  The current reconciliation case 

shows that the lost water for the Chicago Southwest Suburban District, which 

includes Homer Glen, is 18.5 percent.  This obviously is still an unacceptable 

amount of lost water.  This translates to every 4 gallons received by a customer, 

the Company has to purchase 5 gallons of Lake Michigan water.  In my 

experience, that is a poor business motto and a clear indication that the issue of 

lost water is not being controlled or decreased.”  Forum Tr. at 19/10-21. 

• “I know one day I got a call – an individual said that there’s water, there’s water 

leaking out of one of the pipelines.  Now, I ask, is this going through your meter?  
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They said, No, it’s not going through my meter.  Did you call American?  Yeah, I 

called American three times.  Well, did they come out?  No they hadn’t come out.  

I called them.  It took almost two weeks for them to come out and repair that 

water line.  Now, I see that American says they need to raise the costs because of 

non-revenue water, or in simple terms, lost water.  Now, I know a little bit about 

business and I know when you are losing water, you are losing money and I don’t 

understand why it would take two or three weeks to get out and fix that line 

because money is lost.”  Forum Tr. at 25/10-26/3. 

• “So we have a company here that’s putting a product out to us that they’re losing 

18 percent of the product and they just intend the charge us for it and I know you 

people here from the Illinois Commerce Commission has a budget that they have 

to abide by and I was wondering if you were not able to account for 18 percent of 

the spending you had and tell your bosses that, Well, that’s just one of those 

things.  What would you say?  I mean, it just wouldn’t work. I think this – I was 

just totally surprised when I heard that the loss was 18 percent.  It’s just totally 

unacceptable.”  Forum Tr. at 28/20-29/9. 

• “We’re talking about an extremely high water loss of 18.5 percent, okay, and the 

fact that there’s a cap of 12 percent and they want to charge us another 1.25 

percent and they’ll take a loss for the other couple percent, well, that’s bull.  I’m 

sorry, if the norm in other areas is 8 percent, why aren’t we looking at that?  Why 

aren’t we trying to get to 8 percent instead of 12 percent or nothing?”  Forum Tr. 

at 72/22-73/7. 
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• “I’ve lived here for 27 years and I have experience last year – it spilled over to 

this year, too.  I discovered a leak in front of my house from the fire hydrant, not 

the hydrant itself, but it must be a pipe underneath the ground because it was 

really soggy and wet.  I called the water company and they sent an inspector out 

the next day and said, We’ll send some out to fix it.  I waited five months.  That 

leak had the ground so wet, I lost a 20-foot evergreen tree and when they came to 

fix it in March, five months later.”  Forum Tr. at 74/5-16. 

• “I’m a resident of Homer Glen, I’m also a township trustee.  Last April, I got a 

call from one of my neighbors over by Hickory Meadows and the neighbor said 

that there was a leak over by Home Depot, and I got over there and look at it with 

them.  I called the water company.  I indentified myself as a township trustee and 

they tell me they’ll send somebody out to fix it.  A week later, the neighbor is at 

my house again and he’s saying it’s not fixed yet.  So – I didn’t believe him.  So I 

went over there and looked and sure enough, it wasn’t fixed.  So I called Illinois 

American again and I identified myself as a township trustee and I said, I called 

last week, it’s still not fixed, and they I told the neighbor to go to his house and 

call Illinois American also, which he did.  Four months later, they built a house 

where the leak was, so I assume now it’s fixed.”  Forum Tr. at 92/17-93/12. 

 After reviewing these public comments, as required by law, the order in this docket 

should reflect the concerns by ratepayers about the extent of IAWC’s lack of diligence in 

controlling leaks and unaccounted-for water. 
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VIII. Commission should reject IAWC’s request for a surcharge of 1.25 per cent 
over the unaccounted-for water cap. 

This Commission should reject IAWC’s attempt to charge customers an additional 1.25 

per cent for unaccounted-for water.  IAWC has not met its burden under 220 ILCS 5/8-306(m).  

In addition, the Commission should require IAWC to undertake meaningful conservation efforts 

to reduce unaccounted-for water below the 12 per cent cap. 
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