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Responses of the People of the State of Illinois 
to IAWC Second Set of Data Requests, Numbers 2.13-2.42. 

ICC Docket 09-0319 
October 22, 2009 

 
IAWC-AG 2.18 On page 28, lines 593-94 of his direct testimony, Mr. Smith recommends 
“The total amount of adjusted uncollectibles should be deducted from Revenue in the CWC 
calculation.”  Explain the basis for that recommendation, and identify and produce all 
Documents that Mr. Smith relies on to support this recommendation. 

RESPONSE: 

The People of the State of Illinois object to this data request to the extent it is overbroad, unduly 
burdensome, and/or not reasonably calculated to lead to the discovery of admissible evidence. In 
particular, and without limitation, the People of the State of Illinois object to the extent this data 
request seeks documents or information beyond the scope of their testimony in this proceeding. 

The People of the State of Illinois object to this data request to the extent it seeks documents or 
information that are in the Company’s possession or were produced by the Company in the 
context of this docket.   

 Without waiving the objection, the following response is provided:   

Cash working capital is the cash needed by the Company to cover its day-to-day operations.  
Uncollectibles represent revenue that is not collected (because it is by definition uncollectible), 
i.e., it is not a cash expense; consequently, uncollectibles are deducted from Revenue in the 
computation of cash working capital, as shown, for example, on IAWC Schedule B-8, line 4, or 
ICC Staff Exhibit 1.0, Schedule 1.8, line 4.  The issue remaining concerns the proper 
coordination or “matching” of the amount to be deducted for Uncollectibles with the adjustments 
to Uncollectibles presented by the respective parties, such that the full or total amount of 
Uncollectibles is properly matched with the respective parties’ presentation of the calculation of 
the allowance cash working capital to be reflected in rate base.  IAWC already has copies of the 
referenced documents.  Also see response to IAWC AG-2.05.  The Attorney General reserves the 
right to present additional details on such an adjustment in its rebuttal testimony and briefs. 

Responsible witness: Ralph Smith, Senior Regulatory Consultant, Larkin & Associates PLLC. 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO ILLINOIS COMMERCE COMMISSION 

 
DATA REQUEST NUMBER LHW 5.01 

 
 
Witness Responsible: Tyler Bernsen  
Title: Financial Analyst II  
Phone No.: (314) 996-2366  
Date Received: July 21, 2009  
Docket No.: 09-0319  
 
 
LHW 5.01 

Referring to Section 9-229 of the Public Utilities Act, which states: 
(220 ILCS 5/9-229 new) Sec. 9-229. Consideration of attorney and expert compensation as an 
expense. The Commission shall specifically assess the justness and reasonableness of any 
amount expended by a public utility to compensate attorneys or technical experts to prepare 
and litigate a general rate case filing. This issue shall be expressly addressed in the 
Commission's final order. 
 
Please answer the following: 

a)  Does IAWC contend that each amount set forth in Schedule C-10 is a just and 
reasonable expense?  If so, provide all facts, information, data, analyses and 
assessments supporting the contention that the amounts set forth in Schedule C-10 
are just and reasonable amounts to prepare and litigate the current general rate 
case;  

b)  For the items set forth in the Company’s Schedule C-10, provide the amount actually 
incurred for each item as of June 30, 2009 and, to the extent not otherwise provided 
in response to part a) of this data request, provide a specific assessment of why the 
Commission should find that each of the amounts actually incurred is a just and 
reasonable amount to prepare and litigate the current general rate case.  This 
response should be updated to reflect additional rate case expense actually incurred 
each subsequent month as documentation such as invoices becomes available; 

c)  To the extent that any overtime to compensate any attorney or technical expert 
employed or retained by IAWC to prepare and litigate this general rate case is 
included in the test year revenue requirement proposed by the Company, identify the 
amounts so included and, to the extent not otherwise provided in response to parts 
a) and b) of this data request, provide a specific assessment of why the Commission 
should find that each of the amounts is a just and reasonable amount to prepare and 
litigate the current general rate case; and 

d)  To the extent that IAWC has actually incurred expenses including overtime to 
compensate any attorney or technical expert employed or retained by the Company 
to prepare and litigate this general rate case, provide the amount of overtime 
expenses actually incurred to date and provide a specific assessment of why the 
Commission should find that the amount of overtime expense actually incurred is a 
just and reasonable amount to prepare and litigate the current general rate case. 

 
Provide all supporting calculations and workpapers. To the extent applicable, all documents and 
workpapers should be provided in Excel format with working formulas. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS COMMERCE COMMISSION 
DATA REQUEST NUMBER ICC LHW 5.01 
PAGE 2 
 
 
RESPONSE  
  
IAWC objects to this request as calling for a legal conclusion. IAWC further objects to this 
request as overly broad and unduly burdensome. Subject to and without waiving these 
objections IAWC responds as follows. 
 

a)  Each of the amounts shown on Schedule C-10 is a just and reasonable expense.  
The following addresses each of the expense components of Rate Case Expense as 
shown on Schedule C-10 (First Revised): 

 
Legal Fees and Expenses  
The amount of Legal Fees and Expenses is reasonable because it is based on a 
projection of legal fees and expense for this rate case by the Company’s legal 
service providers that reflects those providers’ past experience representing Illinois 
water utilities in rate proceedings, including IAWC’s prior rate case, Docket 07-0507. 
Mr. Springer has 30 years of experience representing Illinois public utilities before 
the Commission and Jones Day has represented Illinois water utilities in numerous 
Commission rate proceedings. The legal fees and expense amount is based on 
hourly rates for Jones Day attorneys and Mr. Springer (as shown on AG 1.17-R1) 
that are consistent with or below the market rates for law partners and associates in 
the Midwest region (particularly Chicago and St. Louis) as shown on IAWC Exhibit 
11.01 (Service Company Cost Study), Schedules 4, 4.2, 4.3 and 4.4.  The amount 
shown on Schedule C-10 (First Revised) also represents a lower amount of legal 
fees and expenses than the amount actually incurred in Docket 07-0507, as shown 
on Schedule C-10.1.  In addition, as set forth in LHW 3.04 and AG 1.17, the legal 
fees of Jones Day and Mr. Springer include a “not-to-exceed” amount, which is 
intended in part to ensure that the projection of legal expense is reliable and that the 
amounts actually incurred for legal expense are consistent with the projection.  As 
shown on the attachment to LHW 3.04(c), over 43% of the projected legal fees and 
expenses amount has already been incurred, despite the fact that significant work 
(review of testimony, hearing and briefing) remains to be done in the case.   

 
Revenue Requirement  
The Company notes that it does not consider the costs under “Revenue 
Requirement” on Schedule C-10 to be “attorney and expert compensation” as set 
forth in Section 9-229 of the Public Utilities Act.  The costs under “Revenue 
Requirement” represent the cost of IAWC, Service Company, and temporary 
personnel to prepare the rate case filing.  The costs estimated for Revenue 
Requirement include the preparation of the revenue requirement and all testimonies, 
preparation of responses to data requests, participation in hearings, providing 
analyses during the case, and preparation of final tariffs.  The amount for Revenue 
Requirement was determined by estimating the number of hours expected to be 
expended by Company personnel and multiplying the hours by the respective 
employee rate including overheads.  The Revenue Requirement estimate represents 
a 34% decrease from the amount included in the prior rate case. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS COMMERCE COMMISSION 
DATA REQUEST NUMBER ICC LHW 5.01 
PAGE 3 
 

CPA Review  
The amount for CPA Review is reasonable because it is set as a flat fee. The flat fee 
level is nearly 32% less than the actual cost incurred for CPA Review in the prior 
case, as shown on Schedule C-10.1.  The firm retained to perform the CPA Review 
and audit of IAWC’s forecast has performed the audit for IAWC’s prior rate case and 
has experience working with IAWC personnel and Illinois regulatory matters. 

 
Rate of Return Consultant  
The amount for rate of return consultant is reasonable because it is consistent with 
the actual expense incurred for the rate of return consultant in the prior case, Docket 
07-0507, as shown in Schedule C-10.1.  The rate of return consultant, Ms. Ahern, 
has significant experience performing rate of return analyses for regulated utilities.  
In addition, the amount for the rate of return consultant is based on hourly rates (set 
forth in AG 1.17-R1) that are consistent with the market rates for accounting services 
as shown on IAWC Exhibit 11.01 (Service Company Cost Study), Schedule 1 and 
are substantially lower than the market rates for cost of equity consultants shown on 
IAWC Exhibit 11.01, Schedule 5.2. 

 
Demand Study  
Preparation of a demand study was required by the Commission in its Order in 
Docket 07-0507.  The increase reflects the differences between the two studies as 
described in LHW 4.06.  See also response to PL 3.01.  The difference in scope 
between the prior demand study in 07-0507 and the current case results from the 
fact that the demand study in the present case is the product of a methodology that 
was, as discussed by Mr. Grubb (IAWC Exhibit 5.00, pp. 12-15), developed in 
coordination with the parties in Docket 08-0463 and approved by the Commission in 
that Docket.  The approved demand study methodology was intended, in part, to 
address concerns raised in docket 07-0507 about the demand study utilized in that 
case.  As indicated in the response to those concerns, the demand study consultant 
was selected due to his expertise and prior experience in the preparation of water 
demand studies.  In addition, the amount for the demand study is based in part on an 
hourly rate (set forth in AG 1.17-R1) that is consistent with the market rate for 
consultants as shown on IAWC Exhibit 11.01 (Service Company Cost Study), 
Schedule 5. 

 
Cost of Service Study  
Preparation of the cost of service study (“COSS”) was required by the Commission in 
its Order in Docket 07-0507.  The amount for the cost of service study is reasonable 
because the COSS consultant was selected as a result of a competitive bid (see 
LHW 4.06).  The COSS consultant’s bid was the low bid. In addition, the COSS 
consultant, Mr. Herbert, has substantial experience performing COSS for regulated 
utilities.  The amount for the cost of service study is based on hourly rates for a 
principal and associate (set forth in AG 1.17-R1) that are consistent with the market 
rates for similar positions in the management consulting services area shown in 
Exhibit 11.01 (Service Company Cost Study), Schedules 5 and 5.2. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS COMMERCE COMMISSION 
DATA REQUEST NUMBER ICC LHW 5.01 
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Other 
The Company notes that it does not consider the costs under “Other” on Schedule C-
10 to be “attorney and expert compensation” as set forth in Section 9-229 of the 
Public Utilities Act.  Other rate case expense includes amounts estimated for mailing 
to customers rate case-related information and legal notices as required under the 
Public Utilities Act and Commission rules, postage, and additional communications 
needs during the course of the rate case including estimated costs to be incurred for 
public meetings.  The amount of Other rate case expense represents a 17% increase 
from the actual amount of this expense incurred in Docket 07-0507.  The 17% 
increase is reasonable because it reflects a postal rate increase that took effect 
subsequent to the last rate case and includes a projected level of costs related to 
additional public forums, over and above the one public forum that was held in 
Champaign in the last rate case.  

 
Service Company Study 
The Commission’s Final Order in Docket 07-0507, Section IV.B.6.d, required IAWC 
to “…conduct a study comparing the cost of each service obtained from the Service 
Company to the costs of such services had they been obtained through competitive 
bidding on the open market.  As part of the study, IAWC must also provide an 
analysis of the services provided by the Service Company to all of IAWC’s affiliates.  
The analysis must provide details on the specific services provided to IAWC and how 
costs are allocated among affiliates of IAWC.  IAWC shall include the study in its 
next rate filing.”  As Mr. Uffelman explains (IAWC Ex. 10.00, p. 4-5) the Service Fee 
Study is part of the testimony and exhibits presented by IAWC in response to the 
requirements of the Commission’s Order in Docket 07-0507.  The amount on 
Schedule C-10 for the service company study is reasonable because the service 
company study consultant was selected as a result of a competitive bid (see LHW 
4.06).  The service company study consultant’s bid was the low bid. In addition, Mr. 
Uffelman, one of the service company study consultants, has extensive experience 
working in the Illinois regulatory field (and worked for the Commission at one time), 
and had recently worked on IAWC’s Municipal Rate Study in Docket 07-0507.  The 
service company study consultant was also selected due to the fact that the service 
company study consultant had superior expertise and experience related to the 
scope of the service company study and the service company study consultant (both 
Deloitte & Touche and Mr. Uffelman) had the necessary resources to perform the 
service company study in the Company’s time frame. In addition, as set forth in LHW 
3.04 and AG 1.17, the cost to prepare the service company study and direct 
testimony included a “not-to-exceed” amount, which is intended in part to ensure that 
the projection of the expense is reliable and that the amounts actually incurred for 
the service company study are consistent with the projection.   

 
b)  The amounts actually incurred to date for Legal Fees and Expenses rate case 

expense were provided in response to LHW 3.04.  The amounts actually incurred to 
date for the other items in Schedule C-10 are shown on the attached.  An 
assessment of the reasonableness of the cost for each item is provided in (a). 

  
c) No overtime compensation was provided to any attorney or technical expert 

employed or retained by IAWC to prepare and litigate this general rate case. 
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RESPONSE TO ILLINOIS COMMERCE COMMISSION 
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d)  See (c). 
 
 
 
 
Attached:  ICC LHW 5.01 (b) rate case expense.xls 
 
 
 
Date Response Provided:  September 2, 2009 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO ILLINOIS COMMERCE COMMISSION 

 
DATA REQUEST NUMBER LHW 3.05 

 
 
Witness Responsible: Tyler Bernsen  
Title: Financial Analyst II  
Phone No.: (314) 996-2366  
Date Received: July 6, 2009  
Docket No.: 09-0319  
 
 
LHW 3.05 

Please update your responses to LHW 3.04 through the date of your rebuttal testimony, 
including any additional invoices received but not included in your initial response to LHW 3.04. 
 
 
 
RESPONSE  
  
The information will be provided as requested. 
 
 
 
 
 
 
Date Response Provided:  August 25, 2009 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO ILLINOIS COMMERCE COMMISSION 

 
DATA REQUEST NUMBER LHW 9.01 

 
 
 
Witness Responsible: Tyler Bernsen  
Title: Financial Analyst II  
Phone No.: (314) 996-2274  
Date Received: September 23, 2009  
Docket No.: 09-0319            
 
 
 
LHW 9.01 

Reference Schedule C-17 First Revised, Insurance Expense, Page 1 of 4, Line No. 19, 
“Retrospective Adjustment (Commercial General Liab, Auto Liab, and Workers Comp).”  Please 
explain the composition of this line item to include its individual components with respective 
dollar amounts.    Include with your explanation any documentation upon which the adjustment 
was based. 
 
Please provide all supporting calculations and workpapers.  To the extent applicable, all 
documents and workpapers should be provided in Excel format with working formulas. 

 
 
RESPONSE  
  
The Company’s primary casualty insurance policies, including Commercial General Liability, 
Business Auto Liability, and Workers Compensation is issued on a loss sensitive Retrospective 
Incurred Deductible cash flow basis. Claims are paid as payments are incurred which enables 
the Company to minimize and control its claims cost.  
 
Liability and workers compensation claims have long tail exposures and can be expected to pay 
losses for thirty to forty years from the date of injury. The insurance company reviews the 
Company’s open claims annually and issues adjustment for each annual policy period since 
1975.  
 
Current forecast estimates for the Company for its 2010 retrospective adjustment will be an 
approximate $2,000,000 additional premium charge 
 
The IAWC allocation is $212,660. 
 
 
 
Date Response Provided:  September 25, 2009 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO ILLINOIS COMMERCE COMMISSION 

 
DATA REQUEST NUMBER LHW 10.01 

 
 
 
Witness Responsible: Tyler Bernsen  
Title: Financial Analyst II  
Phone No.: (314) 996-2274  
Date Received: October 2, 2009  
Docket No.: 09-0319            
 
 
 
LHW 10.01 

Referring to the Company’s response to Staff Data Request LHW 9.01: 
 

a) The aforementioned data request referenced Schedule C-17 First Revised, Insurance 
Expense, Page 1 of 4, Line No. 19, “Retrospective Adjustment (Commercial General 
Liab, Auto Liab, and Workers Comp)” and requested (among other things) “its individual 
components with respective dollar amounts.”  Staff Data Request LHW 9.01 also asked 
for “any documentation upon which the adjustment was based.”  The response did not 
provide all of the information requested. Please provide this information. 

b) Was “Retrospective Adjustment (Commercial General Liab, Auto Liab, and Workers 
Comp)” included as an expense in the original filing for the current rate case?  If so, 
please indicate on what schedule(s) and line(s) it can be found.  If not, please explain 
why not. 

 
c) Was “Retrospective Adjustment (Commercial General Liab, Auto Liab, and Workers 

Comp)” included in as an expense in the previous rate case (Docket No. 07-0507)?  If 
so, please indicate on what schedule(s) and line(s) it can be found.  If not, please 
explain why not. 

 
d) Please provide the ending balance in the “Retrospective Adjustment (Commercial 

General Liab, Auto Liab, and Workers Comp)” account for fiscal years 2006, 2007, and 
2008, and the estimated ending balance for fiscal year 2009. 

 
e) The IAWC response states, in part, “Current forecast estimates for the Company for its 

2010 retrospective adjustment will be an approximate $2,000,000 additional premium 
charge.”  Please provide any documentation upon which that estimate was based.  Also, 
for the holding company, please provide actual retrospective adjustment amounts for 
fiscal years 2006, 2007, and 2008 and the estimated retrospective adjustment amount 
for fiscal year 2009. 

 
f) Please explain the methodology utilized by the holding company to allocate 

“Retrospective Adjustment (Commercial General Liab, Auto Liab, and Workers Comp)” 
to IAWC and other component units.  Provide the calculations for 2006, 2007, 2008, 
2009, and the 2010 test year. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS COMMERCE COMMISSION 
DATA REQUEST NUMBER ICC LHW 10.01 
PAGE 2 
 

g) The IAWC response states, in part, “The insurance company reviews the Company’s 
open claims annually and issues adjustment for each annual policy period…”  For the 
holding company, please provide a list of open claims (to include estimated total liability) 
for fiscal years 2006, 2007, 2008, and 2009.  Please indicate which of these claims are 
specific to IAWC. 

 
Please provide all supporting calculations and workpapers.  To the extent applicable, all 
documents and workpapers should be provided in Excel format with working formulas. 

RESPONSE  
  
 

a) As noted in our response to AG 8.3., the correct terminology is Retrospective Accrual 
which is a prospective review of expected future insurance claims cost based upon 
current Insurance Other Than Group Insurance premium for General Liability (GL), Auto 
Liability (AL), and Workers Compensation (WC), utilizing most recent available Loss 
Development Factors, and current claims experience.  This review results in an 
adjustment to annual IOTG expense. 

Current IOTG premium for all AW includes: 

Policy Period  GL  AL  WC  Total 

1/1/09 – 1/1/10  17,425,842, 2,087,173 10,454,472 29,967,487 

The most recent loss development factors (LDF) used to develop the Retrospective 
Accrual available indicates an approximate 4% to 5% increase for most recent policy 
periods and current policy periods premiums to fund losses that may be inadequate. A 
5% increase is applied to 2009 IOTG premium. 

LDF exhibit attached. 

The Company also experienced more claims with potential severity or larger losses 
than other years. 

b)  The Retrospective Accrual in the original filing was in the amount of $172,791 and is 
listed on line 3, page 1 under the “Annual Premium” column of Schedule C-17.  The 
Commercial General Liability amount was $1,680,016, giving a total of $1,852,807.  The 
Retrospective Accrual for 2009 was also in the amount of $172,791 and is listed on line 
3, page 2 under the “Annual Premium” column of Schedule C-17. 

c) There was no Retrospective Accrual contained in Docket No. 07-0507.  Sufficient 
additional monies were collected from 2001 to 2005 to support the claims loss fund and 
no adjustment was needed.  

d) The ending balance in the Retrospective Accrual account (account 146105) for IAWC for 
fiscal years 2006-2009 are as follows; 2006 $0, 2007 $0, 2008 $370,428, $401,558 
August 2009, $696,494 September 2009.  The Company does not have an estimate for 
the ending balance at the end of 2009. 

 
e) See response to a and d. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS COMMERCE COMMISSION 
DATA REQUEST NUMBER ICC LHW 10.01 
PAGE 3 
 
 

f) IOTG annual insurance premium including Workers compensation (WC), general liability 
(GL) and auto liability (AL), is based upon 50/50 split between underwriting exposure 
(estimated annual payroll for WC and GL) and loss history (Average 5 year loss history 
to incent Business Units to control its losses and adhere to safety and loss prevention 
practices. Average of 5 years is used to smooth out and mitigate penalizing a BU for 
having one year with exceptional poor performance). For 2009, the amount of IOTG 
expense is allocated as follows: 

 
WC and GL: Illinois AWC estimated annual payroll of $28,029,798 is 6.4% of total AW 
payroll 
WC: 5 year average losses of $852,429 is 14.28% of AW total losses. 
IL AWC $1,424,191 WC premium is 3.62% of AW total WC premium of $10,454,472. 
 
GL: 5 year average losses of $456,402 is 3.54% of AW total losses. 
IL AWC $1,092,206 GL premium is 6.26% of AW total GL premium of $17,425,842. 
 
AL is based upon IL AWC 361 vehicles which is 8.7% of 4,166 AW fleet. 
AL: 5 year average losses of $29,107 is 3.3% of AW total losses. 
IL AWC $124,862 AL premium is 5.98% of AW total AL premium of $2,087,173. 
 
The Retrospective Accrual allocated to ILAWC will be the same percentage for the 
respective policy period. 
 

g) Please see attached 
 
See also AG 8.3 for further discussion. 
 
 
Attachment: 
ICC LHW 10.01 a - LDF_Comparison_2009_2010.xls 
ICC LHW 10.01 g - 2006 to 2009 AWK AL_GL-PR_WC.pdf 
ICC LHW 10.01 g - 2006 to 2009 ILAWC AL_GL-PR_WC.pdf 
 
 
 
 
 
Date Response Provided:  October 14, 2009 
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ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO OFFICE OF THE ATTORNEY GENERAL 

 
DATA REQUEST NUMBER AG 8.3 

 
 
Witness Responsible: Tyler Bernsen  
Title: Financial Analyst II  
Phone No.: (314) 996-2366  
Date Received: October 1, 2009  
Docket No.: 09-0319  
 
AG 8.3 

 
Insurance Other Than Group.   

a. Refer to Schedule G-1, line 18, Insurance Other Than Group. Please identify, quantify 
and explain in detail why the 2007 and 2008 actual amounts were so much under the 
planned amounts in each of these years. 

b. Refer to Schedule G-9, page 2, account 657, Insurance General Liability.  Are the 
“Quarterly Retroactive adjustments” the same thing as the “Retrospective Adjustment” 
on IAWC Schedule C-17 First Revised?  If not, explain fully how these are different.  

c. Please identify, quantify and explain all Retrospective Adjustments (a) for each year 
2000 through 2008, (b) separately, year-to-date 2009 and (c ) separately for the 12 
months ending June 30, 2009, for (1) American Water Works in total and (2) as allocated 
to IAWC each year or period. 

d. Please identify, quantify and explain all Retroactive Adjustments (a) for each year 2000 
through 2008, (b) separately, year-to-date 2009 and (c ) separately for the 12 months 
ending June 30, 2009, for (1) American Water Works in total and (2) as allocated to 
IAWC each year or period. 

 
RESPONSE:  

 
a. The variance of $1.6 million for 2008 is as follows; Retrospective Accrual adjustments 

$0.7 million; Variance due to lower claim volume (and average cost).  Additionally, 
premiums were lower by $0.9 million due to favorable insurance market conditions 
earlier in the year holding down General Liability insurance premiums $0.5 million, and 
Workers Compensation $0.4 million.  The variance of $0.9 million for 2007 is as 
follows: Workers Comp $0.2 million; Variance related to higher capitalization of 
Insurance resulting in lower expenses.  Additionally, Property Insurance lower 
premiums were related to favorable claim value/volumes during the year of $0.7 
million. 

b. Yes.  The correct terminology is Retrospective Accrual which is a prospective review of 
expected future insurance claims cost based upon current Insurance Other Than 
Group (IOTG) Insurance cost for General Liability, Auto Liability, and Workers 
Compensation, utilizing most recent available Loss Development Factors, and current 
claims experience.  This review results in an adjustment to annual IOTG expense.  
See LHW 10.01. 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS ATTORNEY GENERAL 
DATA REQUEST NUMBER AG 8.3 
PAGE 2 
 

c. Retrospective Adjustments (which are different from Retrospective Accruals discussed 
in (b)) review adequacy of loss funds to settle historical open and incurred but not 
reported claims since 1975. The claims from this period will have matured and 
developed. The Retrospective Adjustments from the older years are expected to 
fluctuate less. 

Due to the significant premium shortfalls for the policy periods from 10/1/97-10/1/98 to 
10/1/01 to 10/1/02, retrospective premium adjustments were not completed from 2001 
until 2007. A retrospective return premium was issued in 2007 to the Company for 
$4,597,345 for policy period from 1975 to 2006. IAWC received $382,829.08 

In 2008, a retrospective return premium of $547,835 was returned to the Company. 
IAWC received $29,071.46. 

For 2009, the insurance company determined an additional premium of $100,680 is 
due. This is subject to ongoing negotiations.  None of the contributions or payments 
reflected in (c) and (d) are reflected in the current case. 

d. Beginning 2000 to 2001, the Company’s insurance broker determined that IOTG 
premiums collected for policy periods from 10/1/97-10/1/98 to 10/1/01 to 10/1/02 were 
significantly underfunded to pay for expected total incurred claims in future years.  A 
Retrospective Accrual process was initiated to fund $19,360,236 expected additional 
premium adjustments. Quarterly installment payments were initiated beginning 
January 1, 2001 and were paid through October, 1, 2005.  The following additional 
premiums were paid to the Travelers Insurance Company: 

2000 year data is not available. 

Initial Accrual for All American Water 

Policy Period 
Total To Be 
Collected 

  

10/1/97-98 
     

516,571.00  

10/1/98-99 
  

5,469,303.00 

10/1/99-00 
  

4,226,445.90 

10/1/00-01 
  

4,254,160.00 

10/1/01-02 
  

4,893,756.00 

Total To Be 
Collected 19,360,236 
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ILLINOIS-AMERICAN WATER COMPANY 
RESPONSE TO ILLINOIS ATTORNEY GENERAL 
DATA REQUEST NUMBER AG 8.3 
PAGE 3 

 

IAWC contributed the following from 2001 to 2005: 

       

 
Policy 
Period 

Total To Be 
Paid 2001 2002 2003 2004 2005 Check Sum  

          
IL 
AWC 10/1/97-98      (48,800.00) 

  
(24,399.72) 

  
(24,400.04)    

     
(48,799.76)  

 10/1/98-99      521,171.00    173,723.64 
  
173,723.68  

  
173,723.68    

     
521,171.00   

 
 10/1/99-

00       449,754.97   
  
149,920.00  

  
149,920.00  

  
149,920.00   

     
449,760.00   

 
 10/1/00-

01       421,766.00   
    
52,720.00  

  
116,464.92  

  
105,440.00  

  
105,440.00  

     
380,064.92  * 

 
 10/1/01-

02       430,535.32    
  
273,346.00  

    
42,869.81  

    
57,159.75  

    
57,159.75  

     
430,535.32   

  Total    1,774,427.29    149,323.92 
  
625,309.64  

  
482,978.41  

  
312,519.75  

  
162,599.75  

  
1,732,731.48   

          

* 

 10/1/00-01 premiums collection was incomplete. All other policy periods premiums collected in 2005 . Only premium 
balance to be collected in 2006 was for 10/1/00-10/1/01. 
Insurance company agreed to waive collecting this premium.   

 

 
 
 

 
 
 
Date Response Provided:  October 14, 2009 
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Responses of the People of the State of Illinois 
to IAWC Second Set of Data Requests, Numbers 2.13-2.42. 

ICC Docket 09-0319 
October 22, 2009 

 
IAWC-AG 2.38 On page 49, lines 1051-52, Mr. Smith recommends that “the affiliated 
management fees be limited to a 5% increase over the amount allowed in the prior case.”  
Explain the basis for that recommendation (including but not limited to the basis for Mr. Smith’s 
selection of 5% as an appropriate increase), and identify and produce all Documents that Mr. 
Smith relies on to support this recommendation.   

RESPONSE: 

The People of the State of Illinois object to this data request to the extent it is overbroad, unduly 
burdensome, and/or not reasonably calculated to lead to the discovery of admissible evidence. In 
particular, and without limitation, the People of the State of Illinois object to the extent this data 
request seeks documents or information beyond the scope of their testimony in this proceeding. 

The People of the State of Illinois object to this data request to the extent it seeks documents or 
information that, by reason of filing with public agencies or otherwise, are in the public domain, 
are otherwise publicly accessible.  

The People of the State of Illinois object to this data request to the extent it seeks documents or 
information that are in the Company’s possession or were produced by the Company in the 
context of this docket.   

 Without waiving the objections, the following response is provided:   

IAWC’s Schedule G-5 First Revised, at page 8, replaced the designation “Management Fees” 
with “Business Support Services” and increased the amount requested from $22,015,202 in the 
original filing to a new amount of $22,560,025, an increase of $544,823.   This $22,560,025 that 
is now requested by IAWC does not include $263,137 for costs that were transferred to 
Customer Accounting expense and $20,106 for costs that were transferred to Miscellaneous 
Expense and is an increase of $2,438,861 or 12.1% from its planned 2009 expense. 

IAWC has removed $1,423,968 from this amount to remove Service Company incentive 
compensation expense that is not allowable for ratemaking purposes.   After removal of the 
incentive compensation, IAWC is requesting expense for affiliate Management Fees of 
$21,167,057.  This is a substantial increase from the June 30, 2009 test year expense of 
$18,523,751, which included expense for incentive compensation that has been removed for 
ratemaking purposes in this case.  After removing incentive compensation, the amount of 
affiliate Management Fee charges from Docket No. 07-0507 is approximately $17.251 million.   

IAWC’s revised requested amount of $21.136 million for “Business Support Services” is an 
increase of $3.885 million or 22.5% over the affiliate Management Fee charges from the prior 
rate case, which had used a test year ended June 30, 2009 only 18 months before the December 
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Responses of the People of the State of Illinois 
to IAWC Second Set of Data Requests, Numbers 2.13-2.42. 

ICC Docket 09-0319 
October 22, 2009 

 
31, 2010 test year in this case.  IAWC has not justified or demonstrated to be reasonable an 
affiliated charge expense increase of $3.885 million or 22.5% from the authorized test year 
ended June 30, 2009 level, especially in the current economic situation.   

Mr. Smith has recommended that the affiliated management fees be limited to a 5% increase 
over the amount allowed in the prior case (i.e., a 5% increase over the $17.251 million amount 
from Docket No. 07-0507 that excludes affiliate Service Company incentive compensation). The 
5% is based on limiting the shockingly high 22.5% increase of this affiliate expense contained in 
the Company’s filing to a more reasonable level.  As recognized in the Hewitt “U.S. Salary 
Increase Survey, Survey Findings: 2009 and 2010” (August 2009)13 at page vii “we can expect to 
see continued low salary increase projections through 2010” and “There will be long-term 
pressure to keep salary increases low and 2010 will not be a year with loose purse strings.”   

Upon further examination, the 5% increase is probably somewhat overly generous in comparison 
with the overall 2009 and 2010 overall salary increase budgets, merit increase budgets, general 
salary increase budgets, salary structure increase budgets including and excluding zero/negative 
percents reported on pages 2-3 of the Hewitt study, and with respect to the Escalation Memo of 
the California PUC’s Division of Ratepayer Advocates that was attached in AG Exhibit 1.2,  It is 
under consideration for a potential further reduction at a later point, when rebuttal testimony is 
filed.  The 5% proposed allowed increase over the prior case approved amount is roughly 
equivalent to an annual labor rate increase of approximately 3.3% over an 18 month (1.5 year) 
period.  Also see AG Exhibits 1.0, 1.1 and 1.2 and the response to IAWC AG 2.05.   

Responsible witness: Ralph Smith, Senior Regulatory Consultant, Larkin & Associates PLLC. 

                                                

13 American Water Works Company participated in that study and thus should have been 
provided a copy by Hewitt of this public document. 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO OFFICE OF THE ATTORNEY GENERAL 

 
DATA REQUEST NUMBER AG 8.1 

 
 
Witness Responsible: Edward J. Grubb  
Title: Director, Rates & Regulation  
Phone No.: (618) 239-3209  
Date Received: October 1, 2009  
Docket No.: 09-0319  
 
AG 8.1 

 
Refer to the Company’s Schedule C-2 Second Revised. 

a. Please confirm that IAWC has made no allocation of AWWSC management fee expense 
to Chicago Metro Waste Water.  If this cannot be confirmed, please identify, quantify and 
explain all AWWSC management fee expense that IAWC has allocated to Chicago 
Metro Waste Water and show in detail how the allocation was made.  If this is confirmed, 
please explain fully why IAWC has not allocated AWWSC management fee expense to 
Chicago Metro Waste Water. 

b. Does Chicago Metro Waste Water use AWWSC services?  If not, explain fully why not.   

 
RESPONSE:  
 

a. IAWC has made no allocation of AWWSC management fee expense to Chicago Metro 
Waste Water customers.  In Chicago Metro, management fee expense was allocated to 
Chicago Metro Water customers in the cost of service study.  The allocation reflects the 
fact that many of the IAWC water customers in the Chicago Metro areas are also sewer 
customers, and those combined customers receive the benefit of management expense 
related to both Chicago Metro Water and Chicago Metro Waste Water. The allocation 
has the benefit of reducing the level of the requested rate increase for Chicago Metro 
Waste Water service. 

b. Yes.   
 

 
Attachment:   
 
 
 
Date Response Provided:  October 9, 2009 
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 ILLINOIS-AMERICAN WATER COMPANY 
 
 RESPONSE TO ILLINOIS INDUSTRIAL WATER CONSUMERS 

 
DATA REQUEST NUMBER IIWC 3-5 

 
 
 
Witness Responsible: Edward J. Grubb  
Title: Director of Finance  
Phone No.: (618) 239-3209  
Date Received: November 4, 2009  
Docket No.: 09-0319  
 
 
 
IIWC 3-5  

Please provide the October 2009 usage for U.S. Steel.  Please update this data request response for 
the remainder of this docket as additional actual monthly usages become available to Illinois-American. 

 
 
 
RESPONSE  
  
The actual water usage by U.S. Steel for October 2009 was 161,136 CCF.  The Company will 
provide the additional actual monthly water usages as it becomes available. 
 
 
 
Date Response Provided:  November 11, 2009 
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