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SURREBUTTAL TESTIMONY
OF
CHERYL NORTON

l. WITNESS INTRODUCTION

Please state your name and business address.

My name is Cheryl Norton. My business address is my address is 300 N.
Waterworks Drive, Belleville, IL 62223.

Are you the same Cheryl Norton who previously filed testimony in this
proceeding?

Yes | am.

Il PURPOSE OF SURREBUTTAL TESTIMONY

What is the purpose of your surrebuttal testimony?
The purpose of my surrebuttal testimony is to respond to certain issues raised by
[IWC witness Mr. Collins and by witnesses for Homer Glen.

. RESPONSE TO [IWC WITNESS COLLINS

Does Mr. Collins still question IAWC's test year level of fuel and power
expense?

Yes. Mr. Collins’ analysis, however, focuses on the difference between the
amount of fuel and power expense included in the Company’s rates in the prior
case and the Company’s current projection. As the prior case was a future test
year, the amount of fuel and power expense set in the last case was based on
the projection for that test year. It is instructive to compare the Company'’s actual
fuel and power expense data for the period 2007-2009 to the test year in this

case, as this data shows that the Company’s test year fuel and power expense
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is, on a cost per 1000 gallons of water produced basis, consistent with 2007-
2009 levels (and is slightly below 2009). As | indicated in my rebuttal (and
discuss further below), the decrease in the electric supply charges that resulted
from IAWC’s negotiation of new power contracts for 2010 is partially offset by
increased usage requirements and a projected increase in delivery charges. As
shown on IAWC Exhibit 2.01SR, however, the Company’s fuel and power cost
per 1000 gallons of system delivery increased from $0.17 per 1000 gallons in
2007 to $0.20 per 1000 gallons in 2009, and is projected to decline to $0.19 per
1000 gallons in 2010. As IAWC Exhibit 2.01SR also shows, the Company’s
overall total amount of fuel and power expense increased from approximately
$8.1 million in both 2008 and 2009 to a projected amount of approximately $8.8
million in the test year. This increase is explained, however, by the fact that 2008
and 2009 were both abnormally wet years (as discussed below) and so system
delivery was unusually low. The Company’s test year projection of system
delivery reflects more normal weather conditions, with resulting higher fuel and
power expense. As indicated on IAWC Exhibit 2.01SR, however, despite the
higher level of expense in 2010, the per unit cost is lower than 2009. This
demonstrates that the test year projection is reasonable.

Mr. Collins states on page 10 that he is not convinced that increased power
requirements and higher delivery charges will cause an increase in the
Company’s purchased power and fuel expense on a per CCF basis despite
a decrease in the cost of electric supply. Please explain the increase in

fuel and power cost due to these factors.
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As | indicated in my rebuttal testimony, there are several IAWC facilities that
have recently come on line. The new Champaign plant went online in late
December 2008. As IAWC Exhibit 2.02SR shows, the electric power costs per
million gallons for the Champaign district before and after the new plant went on-
line were $191.88 and $224.82, respectively. This exhibit also shows the
increased cost per KWH that is related to increases in power company delivery
charges (from $0.0880 to $0.0946 per KWH). The expansion of the Oak Valley
treatment plant was put into service in December 2008. IAWC Exhibit 2.03SR
shows the increase in power costs that occurred as a result ($5,522 average per
month increase). In addition, there were two new tank and booster stations that
went online in Streator and Sterling in June 2008 and August 2008, respectively.
IAWC Exhibit 2.03SR also shows the additional new power consumption at each
of these stations ($11,033 and $6,810, respectively) in 2008 and 2009.

Mr. Collins states on page 10 that “ Delivery services are a small portion of
the Company’s overall purchased power and fuel expense and would not
completely offset the savings in electric supply expense. Ms. Norton has
not demonstrated the impact of increased delivery service costs on the
Company’s overall purchased power and fuel expense.” How do you
respond?

Based on a weighted calculation for a sample of large power bills, the distribution
or delivery service portion of the bills received from the electric suppliers is
approximately 20.1%. The following is an estimate of IAWC’s power costs

associated with delivery service charges based on this percentage:
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2007 $1,738,347

2008 $1,691,790

2009 $1,226,517 (September YTD)
2009 $1,635,356 (Annual)

Test Year $1,776,804

Although the percentage of electric power costs that result from the delivery
charges is less than the supply cost, the amount, at 20%, is not insignificant.

Mr. Collins states on page 10 that “With respect to power usage, the
Company’s sales volumes have decreased since the last rate case and thus
power and energy requirements to pump and treat water should be lower.”
Is it correct that sales volumes have decreased since last case?

Yes, but the decrease was due to unusually wet weather in 2008 and 2009 (with
correspondingly reduced water sales). In 2008, lllinois experienced its second
wettest year on record with precipitation levels of 50.7 inches (11.4 inches above
normal). Only 1993 was wetter with 51.2 inches. At the end of October, 2009,
the average state rainfall for the year was over 46 inches, compared to an
average expected amount of just over 33 inches. Additionally, the average
temperature through October was two degrees cooler than normal (53.5 degrees
vs. 55.5 degrees). IAWC is projecting that 2010 will be a normal year and system
delivery will increase to normal levels.

With respect to chemical expense, Mr. Collins stated he was waiting to
review additional data. Do you have additional information supporting the

Company’s projected test year chemical expense?
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97 A. Yes. As indicated in my rebuttal testimony, projected chemical expense is higher
98 in the test year in this case when compared to the amount allowed in rates in the
99 last case in part due to the fact that, after the prior case, chemical expense
100 increased dramatically. While prices have declined, and IAWC has been able to
101 obtain lower prices on chemicals for the test year as described in my rebuttal
102 testimony, chemical prices have not returned to prior low levels such as those
103 seen in 2007. The following table illustrates IAWC’s chemical expense on a cost
104 per 1000 gallons system delivery basis, and shows how chemical expenses have
105 increased and are projected to decline, but not all the way back to prior levels.
106
107 lllinois
Chemicals and System Delivery 2007 to 2010
108
2009 2010
109 2007 2008 (YTD) Oct Test Year
110 System Delivery 47,235,180 44,068,399 34,762,120 46,244,272
111
* Chemical Costs 5,646,754 6,219,290 6,320,294 7,692,185
112 Cost Per '000 gal 0.120 0.141 0.182 0.166
113 % Increase Year over Year 17.50% 29.08% -8.79%
114 *Chemical Costs for test year do not include unaccounted
115 for water ratemaking adjustment (-$134,774)
116
117 As also shown on Exhibit 2.04SR, the per unit costs of individual chemicals
118 increased, in some cases substantially, between 2008 and 2009. For example, in
119 Interurban, the per unit cost of “PolyAlum SulfClarionA410P Bulk” (coagulant)
120 increased from $0.13 to $0.22. As | discussed in my rebuttal, IAWC was able to
121 obtain favorable pricing for treatment chemicals in August 2009. This
122 demonstrates that IAWC has sought to obtain chemicals in a least cost manner
123 and that IAWC’s test year projection of chemical expense is reasonable.
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V. RESPONSE TO HOMER GLEN WITNESSES

Please summarize your testimony responding to the Homer Glen
witnesses.

In direct testimony, Homer Glen witnesses Daley and Schofield made certain
allegations regarding IAWC'’s operations and services, including leak repairs,
meter installation, permitting and restoration. As | indicated in my rebuttal, IAWC
issued data requests to Homer Glen seeking further information regarding Homer
Glen’s alleged concerns. Those responses were not received in sufficient time to
allow review before IAWC’s rebuttal filing. Although Homer Glen witnesses
Daley and Schofield did not file rebuttal testimony, Homer Glen did provide some
additional information in data responses regarding Mr. Daley’'s and Mr.
Schofield’s concerns, which | respond to below. | also respond to testimony from
Homer Glen witness Mr. Fundich regarding paving and restoration costs.

With respect to the allegation of Homer Glen Mayor Daley that IAWC has
been slow to repair leaks, did Homer Glen identify any specific instances in
his testimony where IAWC was slow to repair a leak?

No. In response to data request IAWC-HG 1.08, Homer Glen identified only two
specific cases where it alleged IAWC was slow to repair leaks.

Were the instances identified in the response cases where IAWC was slow
to repair leaks?

With respect to 13155 Hidden Valley Dr., the Village notified IAWC regarding a
small leak on a fire hydrant on January 27, 2009, at which time they also
reported that a fire hydrant that had been knocked over on 159" St. Due to the

critical nature of the fire hydrant damage on 159" St. (out of service hydrant),
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IAWC prioritized the repair and completed that work prior to the small leak at the
hydrant located at 13155 Hidden Valley. Dr. Once IAWC checked the fire
hydrant on Hidden Valley Dr. to verify that it needed to be excavated and not just
shut down to stop the leak, IAWC called the JULIE system which takes up to 48
hours to get all utilities marked on a non emergency basis. Because this was a
small leak and the hydrant remained operable, it was not considered an
emergency situation. IAWC excavated and replaced the fire hydrant on February
2, 2009. No permit was needed for this work given the fact that the repairs were
made of utility piping in place before the ordinance was passed according to our
attorneys.

With respect to 14551 Abbott Rd., leak repair took approximately five
weeks due to an internal communication failure, however, there were actually two
separate leaks at this site, which is not addressed in Mr. Daley’'s comments. The
first leak was a broken flange on a fire hydrant and IAWC was notified of this
possible leak on 9/9/2008. A sample was collected to verify the source of the
leak, however, the maintenance department did not receive the results of this
sample. Changes to the testing and reporting processes have been made to
ensure that similar delays are avoided. IAWC replaced the fire hydrant on Friday
10/17/2008. On Saturday 10/18/2008, we were notified that the leak had started
again. IAWC estimated that the leak was running approximately 2-4 gallons per
minute and it was determined to be more cost effective to wait and repair the leak
during normal work hours. An operator investigated and determined that this

was a separate leak. Upon excavation, a small crack in the water main was
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located and repaired with no outage to the customers. We notified the Village
that we were doing this work on both days before the work proceeded.

As | discussed in my rebuttal testimony, IAWC seeks to identify and repair
leaks in an efficient and timely manner, once those leaks have been identified.
IAWC representatives have been working closely with Village employees, as well
as the Homer Glen Sewer and Water Task Force representatives, to ensure that
all issues related to leaks and service concerns are addressed in a timely
manner.

With respect to the allegation of Homer Glen Mayor Daley that IAWC has
been slow to install water meters, did Homer Glen identify any specific
instances in his testimony where IAWC was slow to install water meters?
No. In response to data request IAWC-HG 1.09, Homer Glen provided two one-
page documents that listed six addresses with no meters.

Did Homer Glen provide any other information?

No.

Were the addresses identified in the response cases where IAWC was slow
to install a water meter?

No. The addresses in question were locations where new construction had
started prior to implementation of the new tariffs allowing metering of construction
water. These locations were identified during the new construction audit
conducted by IAWC in early 2009 and prior to notification by the Village. In all
cases, meters were either installed or water service was terminated until an

account was established.
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With respect to the allegation of Homer Glen Mayor Daley that IAWC has
done work in Homer Glen without necessary permits, did Homer Glen
identify any specific instances in his testimony where IAWC has done work
in Homer Glen without necessary permit?

No. In response to data request IAWC-HG 1.12, Homer Glen cited three
examples where Homer Glen alleged work was performed without permits.

Did Homer Glen provide any other information?

No.

Were the examples identified in the response cases where IAWC has done
work in Homer Glen without necessary permit?

No. Permits were not needed for any of this work given the fact that the repairs
were made of utility piping in place before the ordinance was passed. As |
discussed in my rebuttal, IAWC has determined that the operation and
maintenance of facilities existing prior to the right of way ordinance were exempt
from the permit and the associated fee. IAWC has not performed any work that
has required this permit, but will submit the permit application and pay the fee
whenever new facilities are constructed, in accord with the ordinance.

With respect to the allegation of Homer Glen Mayor Daley that IAWC has
not properly restored rights of way in Homer Glen, did Homer Glen identify
any specific instances in his testimony where IAWC has not properly

restored rights of way in Homer Glen?
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No. In response to data request IAWC-HG 1.14, Homer Glen cited the same
three examples referenced above where Homer Glen alleged work was
performed without permits.

Did Homer Glen provide any other information?

No.

Were the examples identified in the response cases where IAWC has not
properly restored rights of way in Homer Glen?

There was one situation where a restoration was delayed due to misfiling of the
work order. The location was at 13964 Grenelefe and the restoration was
completed as soon as we were made aware of the error. The Village issued a
citation to IAWC for the lack of restoration at this location, which IAWC
subsequently paid. As for the additional locations, residents were dissatisfied
with the type of restoration completed (seeding). Once IAWC was notified of the
residents dissatisfaction, our landscapers were instructed to return and replace
the seeded areas with sod.

Homer Glen witness Mr. Fundich states on page 3 that you do not “provide
specific examples or documentation demonstrating that increased
restoration costs can be attributed to the 10-day restoration ordinance, and
not other market forces.” How do you respond?

The increased cost is related to the premium charged by landscape contractors
to expedite a restoration, in order to meet the 10-day requirement. Examples of
the premium (“priority”) charge can be seen on the invoices provided at IAWC

Exhibit 2.05SR. The chart below summarizes several examples of restoration
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costs in Homer Glen prior to and following implementation of the 10-day

restoration process, as well as Mt. Prospect restorations below:

Homer Glen — Before 10 day restoration process requirement [

Mt. Prospect

Area Linear Landscape Invoice # Invoice
Feet Restoration Date
15x 20 $228.09 8206 05/28/09
10x 8 $150.85 8238 06/11/09
15x 15 $514.01 8292 07/07/09
Homer Glen — After 10 day restoration process requirement
Area Linear Landscape Invoice # Invoice
Feet Restoration Date
5x5 $420.85 8405 09/03/09
15x 15 $848.07 8405 09/03/09
Area Linear Landscape Invoice # Invoice
Feet Restoration Date
20 x 12 $320.97 19682 11/05/09
40 x 22 $831.62 19684 11/05/09
3x3 $204.42 19685 11/05/09

As the analysis above shows, the cost of restoration has increased in Homer

Glen since the ordinance was passed.
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Mr. Fundich also states on page 2 that “The date that work is completed
does not change the amount of asphalt, concrete or grass restoration
required to be performed at a particular site, whether such work is
performed 10 days, 30 days or 100 days after an initial water main repair is
made.” Do you agree?

No. Restoration completed within a short period of time after the excavation
requires additional work to ensure that the ground is properly compacted to avoid
future settling which results in rework. More naturally settling occurs after 30
days, requiring less labor for tamping, thereby reducing the labor costs required
for restoration.

Mr. Fundich states on pages 2-3 that “The costs for labor, materials and
equipment do not vary based on when such repairs are made, unless
macro-environmental circumstances such as labor strikes or material
shortages occur.” Do you agree?

No, | do not. Mr. Fundich ignores the economies of scale and the additional
costs related to priority work. The unit cost of most construction work typically
reduces substantially as the number of units increase. When restoration work
such as paving or landscaping at multiple small sites can be grouped into larger
projects, IAWC experience indicates the unit cost is reduced dramatically. This
reduction in cost is due to the fixed cost that a contractor has to cover regardless
of the size of the project (such as a surcharge that is typically paid for the
delivery of less than a full truckload of concrete). This surcharge covers the cost

of the truck and driver, and is typically not charged when a full load or multiple
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loads of concrete or other paving materials are delivered. With the City’s 10 day
restoration requirement, the ability to package multiple small items of work into
larger projects and thus fully take advantage of economies of scale are lost,
resulting in higher costs for this work. In addition to economies of scale,
construction work which must be expedited is typically more costly than work for
which a contractor can plan a few weeks in advance (see IAWC Exhibit 2.05SR)
To meet the 10 day requirement, contractors are often not able to complete the
work without the use of overtime which typically carries a 50 percent premium on
labor. With this shortened work period, rain and other poor weather issues also
have a greater impact on the cost of work as the contractors’ window of
opportunity to complete this work may be further reduced.

With respect to the allegation of Homer Glen witness Schofield that IAWC’s
maintenance of hydrants is not what it should be, did Mr. Schofield identify
any specific instances in his testimony where IAWC has not properly
maintained hydrants?

No. In response to data request IAWC-HG 1.27, Homer Glen identified certain
hydrants where it claimed maintenance was inadequate. Homer Glen, however,
provided no explanation as to why the hydrant maintenance was considered
inadequate at the referenced locations.

Were the hydrants identified in the response cases where IAWC has not

properly maintained hydrants?

13-
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summarizes the inspection records for the hydrants in question:

Hydrant Address Date Maintenance Performed
Number Inspected
Operation nut loose/replaced
657 16237 Oak Valley Trall 8/18/2009 |operating nut 8/19/09
656 |16163 Oak Valley Trall 8/18/2009 |[None
643 16011 Oak Valley Trall 8/18/2009 |None
655 12924 Red Oak Court 8/18/2009 |None
668 |12506 Mackinac Road 8/3/2009 [None
671 [Mackinac Road & Gunner Court | 8/3/2009 |None
693 |16543 Catawba Lane 8/3/2009 [None
685 |16458 Mackinac Court 8/3/2009 |None
876 |Martingale Lane & Bell Road 8/26/2009 |[None
1024 |Hiller Drive, dead end 8/7/2009 [None
973 |lz Brook Drive , dead end 8/5/2009 [None
978/979 [Kildare Street 8/5/2009 [None
575 |13405 West 159th Street 8/14/2009 |None
1245 [13100 west 151st Street 9/3/2009 |None

IAWC is not aware of, and Homer Glen has not provided any, information

regarding maintenance concerns with these hydrants.

Q26. Does this conclude your surrebuttal testimony?

A. Yes, it does.

CHI-1730549
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