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SUPPLEMENTAL DIRECT TESTIMONY IAWC Ex. 3.00SUPP
OF
JEFFREY T. KAISER

l. INTRODUCTION

Please state your name and business address.

Jeffrey T. Kaiser, 100 North Water Works Drive, Belleville, IL 62223.

Are you the same Jeffrey T. Kaiser who previously filed direct testimony in
this proceeding?

Yes | am.

Il. PURPOSE OF SUPPLEMENTAL DIRECT TESTIMONY

What is the purpose of your supplemental direct testimony?

As explained in the supplemental direct testimony of Rich Kerckhove (IAWC EX.
6.00SUPP), the Company has performed a comprehensive forecast re-
evaluation, which has resulted in the identification of certain material changes to
the test-year forecast, as well as certain corrections to the Company’s testimony,
exhibits and schedules. The purpose of my supplemental direct testimony is to
provide updated information regarding the Company’s projected 2009 and 2010
capital projects, as detailed in my direct testimony. The impact of these changes
to the Company’s proposed test year level of rate base is discussed by Mr.
Kerckhove.

[I. CAPITAL PROJECT UPDATES

Please discuss the major changes to the planned 2009 capital projects.
As discussed in my direct testimony (IAWC Ex. 3.00, p. 14), the Company
projected completing the Peoria Groundwater Improvements project in 2009, to

enhance the treatment system and help meet upcoming disinfection by-product
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regulatory requirements. Due to delays caused by high groundwater levels, this
project has been delayed until 2010.

As discussed in my direct testimony (IAWC Ex. 3.0, pages 11-12), the
Company is building improvements to enhance the fire-flow capabilities of certain
Chicago Metro District areas, and planned to have these improvements
completed in 2009. However, these projects have been impacted by delays in
permitting and development of agreements with local municipalities. Due to
these delays, one project in the Rollins area will not be completed until 2010.
Accordingly, the subsequent 2009 capital spending for the fire-flow projects has
been reduced.

As my direct testimony also discusses (IAWC Ex. 3.0, page 15), the
Company originally planned to renovate and remodel the Alton District office in
2010, making infrastructure improvements and reconfiguring the premises to
create additional office space. Due to changes in planned locations for staff in
the Alton District, the additional office space is no longer required and this project
will now only include replacement of the HVAC system and exterior windows.
These improvements will require less design work and will now be completed in
the fall of 2009, prior to the onset of winter weather.

The Company also planned to replace water purification equipment at its
East St. Louis plant in 2010 to achieve enhanced operational reliability (IAWC
Ex. 3.0, page 18). The project was planned to be completed prior to the peak
usage season in 2010; however, due to unusually low summer demands caused

by wet weather this year, the plant staff has been able to initiate this project in
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2009 and will not be required to wait until the spring of 2010 to complete this
work.

Other project changes have resulted from operational issues such as
recent customer complaints of taste and odor problems in Streator, which
necessitated replacement of equipment at the Streator water-treatment facility.
In addition, the discovery of a structural problem at the East St. Louis Water
Treatment Plant necessitated immediate repair to the wall and roof of a building.
Project budget and timing changes also resulted from opportunities to realize
economies of scale by combining projects, or from unanticipated road and
highway relocation projects. In total, project changes are anticipated to increase
planned 2009 capital additions by approximately $3.6 million.

Please summarize the major changes to the planned test-year capital
projects.

Due to delays in both state and local permitting, the Company has deferred the
construction of the Chickasaw Wastewater Treatment Facility (discussed in my
direct testimony, IAWC Ex. 3.0, page 17), which will now be placed in-service in
late 2011. The Valley Marina Wastewater Treatment Facility Improvements
project (IAWC Ex. 3.0, page 17) has also been delayed as IAWC evaluates an
alternative which would include eliminating the treatment plant and pumping the
wastewater to a neighboring sanitary district's new treatment facility. This
alternative was previously dismissed as too costly; however, the sanitary district
has recently indicated their willingness to negotiate the cost. In addition, the

schedules for several smaller projects have been adjusted to address urgent
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operational concerns or take advantage of opportunities to cost-effectively
improve our systems. The net effect of these changes is a decrease in planned

Capital additions of approximately $12 million in 2010.

Projects previously reflected as capital additions which are no longer planned for
the year ending December 31, 2009 are as follows:

e Peoria Groundwater Improvements ($410.,000) —As discussed above, this

project has been postponed until 2010.

Projects previously listed in testimony which are no longer planned for the test
year ending December 31, 2010 are as follows:

e Alton District Office Renovation ($533,000) — Project scope has been

reduced and, as discussed above, will be completed in 2009.

e Cairo - High/Low Service Piping Improvements ($273,000) — This project

has been postponed. Low demands in the system have allowed IAWC to
continue operations at lower system pressures. The piping system will be
monitored, and if problems appear imminent or if IAWC has reason to believe
there will be a significant increase in demand, IAWC will complete the project.

e Cairo - Filter Improvements and Backwash Automation ($351,000) -

Project has been postponed. Low demands have allowed filter backwash
cycles to be extended, reducing the operational advantages of this project.
Changes in demand or filter backwash practices will dictate future timing of

this project.
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Champaign - NW Pressure Zone Creation ($650,000) - This project has

been postponed until improvements to the Mattis Avenue plant in 2010 and
the construction of a new elevated storage tank in 2012 are completed and
impacts of those improvements on the distribution system operation can be
fully evaluated.

Chicago Metro WW - Valley Marina WRF Replacement ($3,000.000) — This

project has been postponed until 2011 while exploring potential off-loading to
a neighboring sanitary district as discussed above.

Chicago Metro WW - Chickasaw Plant Expansion ($9,086.000) - This

project has been postponed due to IEPA and local municipal permitting
delays as discussed above.

Chicago Metro WW - Derby Meadows WRF Clarifier Cover - ($314,000) —

This project has been postponed pending completion of a new capital
improvement study for this service area. Treatment staff will continue current
operational procedures until required system-wide improvements are
determined.

Interurban - East St. Louis Clarification Improvements ($814,000) - As

discussed above, this project will be completed in 2009.

Interurban — Greenmount Crossing Pump Station & Main ($1,420,000) —

Slower than anticipated growth in the Shiloh service area of the Interurban
District and the anticipated completion of the Scott AFB Transmission Main

project will allow this project to be postponed.
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Interurban IDSE Recommendations Phase | ($450,000) — Anticipated

completion of the Scott AFB Transmission Main project will modify flow
patterns in the eastern section of the Interurban District and will alleviate
several areas of water quality concern. Those changes will allow this project
to be postponed.

Pekin - Willow Street Standby Generator ($400,000) — Levels of a

monitored contaminant (PCE) in the ground water at this location have
recently caused IAWC to consider adding granular activated carbon treatment
units at this location. This project has been postponed while decisions on
treatment and associated impacts on generator sizing are being evaluated.

Pontiac WTF Flood Protection ($355,000) - This project has been combined

with the design and construction of new chemical storage and feed facilities at
the Pontiac WTF to reduce overall project management, design and
construction costs. The combined project is anticipated to be completed in

2011.

Have other changes taken place with respect to the Company’s capital

budgets?

Yes. Certain minor adjustments and corrections have been made to the capital

projects budget, as listed on Schedule B-5 (First Revised). Overall, these

changes are non-material in effect and reflect refinements in project cost

estimates and updates to our capital spending projection completed over the past

few months.
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Please provide an updated list of the major capital projects planned for

completion during 2009 that reflects the above changes.

The major capital projects planned for completion by the end of the test year

ending December 31, 2009 are as follows:

Alton District Office _Renovation ($533,000) - This project, discussed

above, will include the replacement of building components which have
exceeded their intended life and are beyond effective repair, such as windows
and HVAC equipment.

Cairo WTF Electrical Improvements ($219,000) - This project will improve

operational reliability and worker safety by replacing electrical equipment that
is beyond economical repair. The project scope includes the replacement
and relocation of the plant’s incoming power switchgear to provide reliable
service and ensure compliance with current electrical code safety
requirements.

Champaign Distribution System Improvements Phase 2 ($5,945,000) -

This project will improve system pressures, reliability, and customer service to
the Champaign District customers. The project scope includes the
construction of approximately 35,000 LF of 20-inch, 24-inch, 30-inch and 36-
inch transmission mains, to complete the connection of the new Champaign
Plant to additional connection points within the existing Champaign District
distribution system.

Champaign County Source of Supply and WTE Improvements

($15,036,000) - As discussed above, the Champaign Plant was placed into
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service and began producing water for the customers of the Champaign
District in December of 2008. Approximately $36 million of capital additions
were placed into service at that time. The remaining work, including site
restoration, site paving, access road improvements, permanent power supply
to remote well sites, and other ancillary facilities, is being completed in the
spring of 2009.

Chicago Metro Fire-flow and Related Improvements Projects

($10,978.000) - In conjunction with IAWC’s 2008 annual hydrant inspection

program, IAWC reviewed fire-flow levels in the Chicago Metro District. Based
on this review, and as discussed above, IAWC identified certain areas where
fire-flow capability could be improved. For each of the identified areas, the
Company developed improvement plans designed to produce improved fire-
flow capability. The Company plans to complete these improvements in
2009. _(As discussed below, fire-flow improvements in the Rollins service
area of the Chicago Metro District will now be completed in 2010.)

Chicago Metro Waycinden GS Tank Replacement ($809.,000) - This

project will replace an existing ground storage tank which is beyond
economical repair. The project scope includes demolition of the existing
concrete storage tank and construction of a new tank in the same location.
The existing tank foundation will be re-used to reduce construction cost and
disruption to neighboring properties during foundation pile installation.

Chicago Metro WW - 107" Street Lift Station Improvements ($357,000) -

This project is necessary to provide safe access to the site and equipment,
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provide space for future addition of equipment, and accommodate a pending
road-widening project which will reduce available space on the lift station site.
The project includes the purchase and demolition of an adjacent structure,
construction of sewer mains extending from beneath the proposed new
roadway pavement, and installation of a driveway to allow maintenance
vehicles to exit the proposed new roadway and park off the roadway while at
the site. The project is necessary due to the widening of an existing roadway
from two to four lanes.

Chicago Metro WW - Oak Valley Water Reclamation Facility (“*WRE")

Expansion ($1,882,000) - This expenditure includes the completion of odor

control equipment installation, construction of plant site roadways, site
restoration, and related final completion items for the Oak Valley WRF
Expansion project which was placed in-service in 2008.

Interurban - Belleville Distribution Office Improvements ($919,000) - This

project included the renovation of the Belleville Distribution Center building.
The project updated the existing office space, distribution worker locker room,
and meeting and training facilities, created 12 additional office spaces, a
conference room, meter room, and legal and engineering file storage space
within the existing structure.

Interurban - Abengoa Ethanol Main Extension ($1,584,000) - This project

includes the construction of a 6,300 LF of 20-inch main to the Granite City

Port District for a planned increase in use. The new main serves a new large
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industrial customer and improves service to the Tri-City Port District and
existing residential and commercial customers.

Interurban — E. St. Louis WTF Emergency Building Repairs ($417,000) -

This project, discussed above, included reconstruction of a wall in the 100
year old high service pump building, which was found to be failing during a
recent inspection. The project included providing temporary support of the
roof, removal of the existing brick wall, and reconstruction of a block wall with
brick veneer. The project will allow the continued use of the high service
pump station at the WTF.

Interurban — E. St. Louis WTFE Clarification Improvements ($824,000) - As

discussed above, this project will improve operational reliability by replacing
equipment that was beyond economical repair. Project scope included the
replacement of the existing chain and flight clarifier equipment in Basin #2
with a new chain and flight.

Interurban - IL Route 158 Relocation ($2,045,000) - This project includes

the installation of approximately 8,600 LF of 24-inch transmission main to
increase peak flow and pressure demand to customers in the southern
section of the Interurban District and accommodate the pending construction
of an IDOT road improvement project.

Interurban — IDOT Mississippi River Bridge Project - Exchange Avenue

Main Replacement ($930,000) - This project includes the relocation of water

mains near Exchange Avenue in East. St. Louis to accommodate road

realignments for construction of the new MRB.

-10-
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Interurban — IDOT Mississippi River Bridge Project - 18" Street and St.

Clair Avenue Mains ($678,000) - This project includes the relocation of water

mains near 18" Street and St. Clair Avenue in East. St. Louis to
accommodate road realignments for construction of the new MRB.

Lincoln - Replace SWTP Pressure Filters ($859,000) - This project

improves operational reliability by replacing equipment that is beyond
economical repair. Project scope includes the replacement of the horizontal
pressure filters and associated equipment.

Pekin — Well Number 9 ($524,000) — This project improves water quality and

reduces capital and operational costs in the Pekin District. The project
includes the construction of a new Well 9 to replace Well 7, which has
experienced nitrate levels above the allowable limits. Well 7 would have
required more costly treatment measures to be installed and operated to
remain in service.

Peoria — Route 40 Main Relocation ($360,000) - This project will include the

relocation of approximately 1300 LF of 24-inch main from Hickory Grove
Road to the Route 40 Pump Station to accommodate a road improvement
project.

Streator WTF Improvements ($4,292,000) - This project, discussed above,

will improve operational reliability and water quality by replacing equipment
that is beyond economical repair and enhancing the treatment system. The
project scope includes the replacement of the clarification equipment, addition

of a powdered activated carbon (“PAC”) storage and feed system to improve

-11-
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water quality, associated electrical improvements, and improvements to
existing sludge handling facilities.

Statewide - Business Systems Planning Study ($625,000) - This study will

evaluate the utility and effectiveness of existing business processes as well
as the capabilities of existing business systems. The scope of the study will
include a range of functional areas including: human resources; finance and
accounting; capital planning; cash management; procurement; and customer
and field services. The study will be designed to identify the investments
necessary to replace, upgrade, enhance and redesign specific business
processes and specific business system components. This study is
necessary because certain business systems are approaching the end of

their useful lives.

Please provide an updated list of the major capital projects planned for

completion during the test year that reflects the above changes.

The major capital projects planned for completion by the end of the test year

ending December 31, 2010 are as follows:

Alton - System Improvements to Serve Grafton ($717,000) - This project

improves customer service, reliability, and public safety (fire-flows) for existing
customers and allows service to a new sale for resale customer to the north
of the existing service area. The project scope includes the replacement of
the Principia Pump Station, installation of new mains, and other distribution

system improvements to increase flow capacity to the northern sections of the

-12-
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existing Alton District and extend service (sale for resale) to the Village of
Grafton, lllinois which has had its wells deemed unsafe by the lllinois EPA.

Champaign - Embarrass Area Pump Station ($448,000) - This project will

improve service to customers by maintaining appropriate system pressures.
The project scope includes the installation of a pump station to provide
increased flows while maintaining adequate system pressures.

Champaign - Mattis Ave. WTE Plant Improvements ($3,337.,000) - This

project is required to meet regulatory requirements related to the rating of the
existing WTF. It will also improve reliability, provide additional emergency
storage, and improve operational control of the WTF and high service pump
station. The project scope includes the construction of a new clearwell, and
modifications to the existing high service pump station to allow efficient
utilization of the additional clearwell capacity.

Champaign — East Plant Lagoon Rehab ($498.000) - This project will

extend the useful life the existing solids lagoon, which has deteriorated due to
solids removal and wave erosion over 40 years of service. The project will
include reconstruction of several sections of the lagoon berm which have
shown signs of damage, and installation of a new water level control
structure.

Champaign — Replace Neil Street Booster Station ($741,000) - This

project is required to maintain reliable customer service by replacing a pump
station which is no longer dependable and is beyond cost-effective repair.

The project will include removal of the existing pump station and installation of

13-
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a new pre-fabricated station with variable speed pumps to reduce energy
costs.

Chicago Metro — Rollins Fire-flow Improvements ($1,002.,000) - In

conjunction with IAWC’s 2008 annual hydrant inspection program, IAWC
reviewed fire-flow levels in the Chicago Metro District. Based on this review,
IAWC identified needed improvements in the Rollins service area to improve
fire-flow capability. As discussed above, due to delays in permitting and
development of agreements with local municipalities, completion of this
project has been delayed to 2010. This project will include the construction of
a ground storage tank and a booster pump station to provide fire-flows of
1000 gpm.

Chicago Metro WW — Elmhurst Sewer Rehab ($440,000) - This project will

improve operational reliability, reduce infiltration and inflow, and aid in
meeting environmental regulations by rehabilitating existing sewer lines within
the Elmhurst collection system.

Chicago Metro WW — Waycinden Sewer Rehab ($2,700,000) - This project

will improve operational reliability, reduce infiltration and inflow, and aid in
meeting environmental regulations by rehabilitating existing sewer lines within
the Waycinden wastewater collection system.

Chicago Metro WW - Foxcroft Lift Station Replacement ($403,000) - This

project consists of replacing an aging sanitary sewer lift station with a modern

submersible station. The project will result in more reliable operation, reduce

-14-
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risk of sewage back-ups and provide a safer work environment for the
operators.

Interurban - PAC Improvements ($4,735,000) - This project includes the

installation of new PAC storage and feed systems for the Granite City WTF,
East St. Louis WTF Conventional Plant and the East St. Louis WTF Aldrich
Plant. The new systems improve chemical feed operation, increase storage
and feed quantity, improve the fire safety of PAC storage, and eliminate
equipment damaging PAC dust from common areas of the plant.

Interurban — IDOT Mississippi River Bridge Project — 9" Street and

Baugh Avenue Main Replacement ($776,000) - This project includes the

relocation of water mains near Exchange Avenue in East. St. Louis to
accommodate road realignments for construction of the new MRB.

Interurban — IDOT Mississippi River Bridge Project - 48-inch Raw Water

Main_Protection ($490,000) - This project includes the construction of

protective measures for the 48-inch raw water main and a 24-inch finished
water main located under the proposed new MRB elevated approach.

Interurban — Scott AFB Transmission Main Upgrade ($565,000) — Scott

AFB is currently planning the replacement of approximately 6 miles of
transmission main serving the base. IAWC plans to contribute to this project
to increase the size of the main. At the completion of the improvement
project, Scott AFB will dedicate the improved main to IAWC for use as a
major transmission main through the Interurban District, under the terms of a

developer agreement.

-15-
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Pekin - Well 9 Main ($275,000) - This project will improve operation of the

distribution system and service to customers by providing additional
distribution system capacity to transport water from the location of existing
wells to the other areas of the distribution system needing increased supply.
The project scope will include the installation of approximately 3,000’ of 12-
inch main from Well 9 south to the 12-inch main in IL Route 29.

Peoria Groundwater Improvements ($330,000) - This project will enhance

the treatment system and aid in meeting upcoming regulatory requirements
for disinfection by-products (“DBPs”). The project scope includes the
installation of an approx. 4.0 million gallon-per-day well pump in an existing
well, and connection to existing raw water piping. These improvements will
reduce suspended solids and DBP precursors in the raw water, improving the
treatability and DPB compliance of the water supply.

Peoria — Dodge Street Chlorine Improvements ($500,000) - This project

will improve water quality in the distribution system by providing additional
chlorine feed capacity. The project includes construction of additional
chlorine building space for the storage and feed of more treatment chemicals
than is presently available at the site.

Peoria — Griswold Standby Power ($900,000) - This project will improve

operational reliability through the installation of permanent standby power for
the Griswold Well Station. The project scope will include moving an existing
undersized generator from the Dodge Street Well Station to the Griswold Well

Station, and the installation of a new generator at Dodge Street to provide

-16-
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standby power. The existing generator will provide adequate standby power
for two of the three largest wells at the Griswold Well Station.

Peoria — San Koty Pump Improvements ($350,000) — This project will

provide improved customer service quality and reduce operating costs at the
San Koty Treatment Plant. The project includes the installation of a high
service pump to serve only the areas in the low-lying river valley area. The
current configuration requires the use of a higher-pressure pump and
pressure-reducing valves, making flow and pressure control difficult while

being less efficient than a dedicated pumping unit.

Q9. Does this conclude your supplemental direct testimony?

A. Yes, it does.

CHI-1716295
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