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PROCEEDI NGS

JUDGE JONES: Good mor ni ng. | call for hearing
Docket Number 11-0436. This is titled in part Agqua
Il'linois, Inc., proposed general increase in water
and sewer rates.

At this time we will take the various
appearances orally for the record. As before, if you
have appeared at a prior hearing in this docket, you
need not restate your business address or phone
nunmber or spell your name unless you wish to or
unl ess some of those things have changed.

At this time we will start with the
appearance or appearances on behalf of Aqua Illinois,
I nc.

MR. ROONEY: Good norning, Your Honor. John
Rooney, the firm Rooney Ri ppie and Rat naswany,
L.L.P., and ny other information has been previously
noted on the record.

JUDGE JONES: Thank you.

Staying in Springfield for a m nute,
are there other appearances to be entered in?
Springfield?
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MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan L. Satter.
JUDGE JONES: Thank you.
Are there other appearances to be
entered in Springfield?
MR. ROBERTSON: Ryan Robertson on behal f of
Vi scof an USA.
JUDGE JONES: Do you want to come up here where
somebody can pick up your voice there?
MR. ROBERTSON: Ryan Robertson on behal f of
Vi scof an USA.
JUDGE JONES: Thank you.

Are there any appearances to be
entered by those who are physically present in the
Springfield hearing roonf

(No response.)

Al'l right. Let the record show there
are not.

We will nmove along to the Chicago
hearing room Are there appearances to be entered by
t hose who are physically present in the hearing room
in Chicago?
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MR. LANNON: Yes, Your Honor, thank you.

M ke Lannon and Jessica Cardoni on
behalf of the Staff of the Illinois Commerce
Comm ssion, and we have already entered the other
information at a prior tine.

JUDGE JONES: Thank you.

Are there other appearances to be
entered at this time by others who are physically
present in the Chicago hearing room today?

MR. LANNON: No, Your Honor.
JUDGE JONES: Let the record show there are
not, at least at this point in tine.

|f someone else arrives in the Chicago
room perhaps you would | et us know upon their
arrival and we will see if they want to enter an
appear ance.

MR. LANNON: Yes.
JUDGE JONES: All right. Are there any other
appear ances?
(No response.)
Let the record show there are not, at

| east now.
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MR. BAKK: This is James Bakk on behal f of
| nt ervenor County of Lake via tel ephone. I
previously appear ed.

JUDGE JONES: Thank you, M. Bakk.

Are there any other appearances to be
entered this norning?

(No response.)

Let the record show there are not.

At this time for purposes of briefly
ki nd of going over some of the procedures and
mechani cs for today's hearing, we hereby go off the
record.

(Wher eupon there was then had an
of f-the-record di scussion.)
JUDGE JONES: Back on the record.

There was an off-the-record di scussion
for the purposes indicated. Just briefly, it was
di scussed sort of the order of w tnesses and the
order of proceeding in general and then some of the
ot her questions that have come up in the context of
cross exam nation such as cross exhibits. One reason

we were discussing that is because we are |ocated in
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different places, two different hearing roonms and
then a third location at this point and then we wil
have some ot her witnesses that will be calling in, so
various |ocations that sort of affect the
accessibility to witten materials and other things.
But it sounds |like the parties have pretty well

wor ked that out.

To the extent that we need to revisit
any of that as we go along here, we will do so. Feel
free to interrupt us so that we can take care of
t hat .

There was also a brief discussion of
wi tness call-in procedures. Al so noted that, if
there is cross exam nation, we will go first in the
order on the exhibit list. There is one exception to
t hat . |f there are parties for whomthere is no
cross exam nation of other parties' w tnesses and
whose own witnesses don't need to be cross-exam ned,
if they wish to put their testimny and exhibits in
out of order, that will be permtted, if requested.

That's sort of a brief summary of what

t ook place off the record. But does anyone have
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anything to add to that or clarify with regard to
t hat before we nove al ong?
(No response.)
Let the record show they do not, at
| east right now.
| think we m ght be ready for the
first witness, but et me make sure. WAs there
anything else to take up then before we proceed with
the first witness on the list?
MR. ROONEY: Not from Aqua.
JUDGE JONES: Okay. So Aqua will call a
witness at this time?
MR. ROONEY: Yes, Your Honor.
Your Honor, Aqua would |like to call
M. Harold Wal ker.
JUDGE JONES: All right, sir, please raise your
ri ght hand to be sworn.
(Whereupon the witness was duly
sworn by Judge Jones.)
JUDGE JONES: All right. Thank you. Pl ease
have a seat.

Again, if anyone is having any trouble
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seeing somet hing or hearing others, interrupt us and
| et us know. We will figure out what to do about it.

MR. LANNON: Thank you, Your Honor.

JUDGE JONES: M. Rooney?

MR. ROONEY: Thank you, Your Honor.

HAROLD WALKER
called as a witness on behalf of Petitioner Aqua
I11inois, having been first duly sworn, was exam ned
and testified as follows:
DI RECT EXAM NATI ON

BY MR. ROONEY:

Q M. Wal ker, do you have in front of you
three docunents, the first being direct testinony
identified as Aqua Exhibit 5.0 along with Attachment
HW-1C? Do you have that docunment before you?

A Yes, | do.

Q Do you also have a document entitled
Rebuttal Testinmony of Harold Wal ker identified as
Aqua Exhibit 11.0 including attached Exhibit 11.1?

A Yes, | do.

Q Finally, do you have before you surrebutta

testinony that was identified as Aqua Exhibit 15.0
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and including Exhibit 15.17?

A Yes, | do.

Q M. Wal ker, were those docunents prepared
by you or under your direction?

A Yes, they were.

Q And if | asked you the questions contai ned
t herein, would your answers be the sane?

A They woul d.

MR. ROONEY: W th that, Your Honor, Aqua would
move for the adm ssion of Aqua Exhibit 5.0 and the
attached exhibit, 11.0 and the attached Exhibit 11.1,
and 15.0 with attached Exhibit 15.1, and offer
M. Wal ker for cross exam nation.

JUDGE JONES: Thank you. Are there any
objection to the adm ssion of those exhibits?

MR. LANNON: Your Honor, subject to cross no
obj ecti on.

JUDGE JONES: Anyone el se?

(No response.)
Let the record show no other response.
Those exhi bits being sponsored by

M. Wal ker are admtted into the evidentiary record
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subject to cross examnation. To save a little tinme,
M. Rooney, are the exhibits being offered the same
ones with the same filing dates that are shown on the
exhibit list?

MR. ROONEY: That is correct, Your Honor.

JUDGE JONES: So --

MR. ROONEY: The direct testinmony that was
filed on July 7, 2011, on e-Docket, rebuttal
testinony filed on Septenber 2, 2011, and surrebuttal
testinmony filed on October 11, 2011.

JUDGE JONES: All right. Thank you.

So those are the exhibits that are
being admtted into the evidentiary record subject to
cross as sponsored by M. Wal ker. They are admtted
as they appear on e-Docket on the dates indicated.

(Whereupon Aqua Exhibits 5.0,
HW1C, 11.0, 11.1, 15.0 and 15.1
were admtted into evidence.)

JUDGE JONES: | believe there is cross
exam nation of M. Wal ker by Staff counsel as well as
Ms. Satter for the People. Who would like to |ead

of f?
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MR. LANNON: Your Honor, if it is okay with the
AG, | would like to get started.

MS. SATTER: That's nmy preference as well.

JUDGE JONES: All right, M. Lannon, go ahead.
You are on.

MR. LANNON: Thank you, Your Honor.

CROSS EXAM NATI ON

BY MR. LANNON:

Q Wel come to Illinois, M. Wl ker

A Good nor ni ng.

Q | wish Jessica and | could be in the same
room w th you, but that wasn't possible. So we
appreciate you working with us through this video
technol ogy. It is alittle bit awkward, but
nonet hel ess we thank you for working with us.

Now, can you turn to page 18 of your
surrebuttal, Exhibit 15.07

A Yes, | have it.

Q And starting on line 390, the sentence that
starts off, "The US Treasury bond yield..." could
you read that entire sentence into the record for me,

pl ease:
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A "The Treasury bond yield used by Staff is
one of the lowest, if not the |Iowest, US Treasury
bond yield ever reported.”

Q And paying particular attention to the
phrase "if not the | owest ever reported,” would you

agree with me that this is a bold statement?

A Well, it is consistent with the rest of ny
testinony where | qualify exactly what | amreferring
to. And that's on page 12, | believe.

Q Your statement that we are | ooking at on
page 187

A Yes.

Q There is no qualification there, is there?

A No, but | qualified it earlier in my
testinony when | said the exact sanme statenment and
then | footnoted it with a qualifier that a review of
all historical monthly rates available fromthe
federal reserve indicates that the rates used by
Staff to be |l ower than any nonthly rate since 1953
reported through the end of Septenmber 2011.

Q Okay. And t hat was on what page?

A. Twel ve.
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per haps the prior
by stating that
Treasury bond data --

somebody reading that

qualifier i ncluded.

| ooked at

L ANNON:

cross exhibit,

Cross Exhibit

Now, woul d you agree with me

sonmebody reading the statement on page 18 and
statement -- and you have qualified

you base that on the monthly US

woul d you agree with me that

woul d think that you had

t horoughly researched this issue?
t he opinion that people reading are
following my testinmny, whether or not they realize

amreferring to, in other words, the

But | can see how sonmebody who

page 18 would think I was referring

you know, possibly not monthly rates.

Your Honor, at this time | would
like to provide M. Wal ker and counsel there with a
the one identified as monthly data.

believe we can mark this as Staff

(Whereupon I CC Staff Cross
Exhi bit 1 was presented for
pur poses of identification as of

this date.)
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JUDGE JONES: Ils the plan to file this on
e- Docket eventually?

MR. LANNON: We can do that, Your Honor. We
have not done it yet, but we can do that at the end
of the day or tonorrow.

JUDGE JONES: | am just thinking in terms of
whether it is going to be on e-Docket or hard copies
bei ng marked as an exhibit. But is that essentially
what you are saying; it would be on e-Docket, an
e- Docket filing, is that right?

MR. LANNON: Yes, we can -- after the hearing
we can file all our cross exhibits.

JUDGE JONES: Thank you.

MR. LANNON: Are we all set?

JUDGE JONES: Yes.

BY MR. LANNON:

Q M. Wal ker, do you recognize what | have
mar ked as Staff Cross Exhibit 17?

A It appears to be some work papers that |
filed after or with my surrebuttal testinmony,
al though it is 15 pages.

Q | can explain that.

70



10

11

12

13

14

15

16

17

18

19

20

21

22

A | can't verify that this is exactly work
papers, but it does appear to be my work papers.

Q | can tell you they are your work papers.
But in order to save paper in printing it out, we put
the three colums per page. Does that help you?

A Okay, yes.

Q And where did you access this information?

A From t he Federal Reserve. On the internet
t he Federal Reserve has --

Q Okay, time out. We have got a technical
probl em

MR. ROONEY: Yeah, we do as wel|.

MR. LANNON: | don't know what happened.

MR. ROONEY: We have |ost the video.

MR. LANNON: Can we go off the record, Your
Honor ?

JUDGE JONES: Yes, we hereby go off the record
so that that problem can be attended to.
(Wher eupon the hearing was in a
short recess.)
JUDGE JONES: We hereby go back on the record.

MR. LANNON: Are we ready?
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JUDGE JONES: Yes, sir.

BY MR. LANNON:

Q Okay. M. Wal ker, before we had that
technical problem | believe you had testified that
you accessed the nonthly data you referenced on page
12 in the footnote fromthe Federal Reserve Board or
FRB web page, is that correct?

A That is correct.

Q And for sonmebody in your position doing the
anal ysis that you are doing in a rate case |like this
or in nost rate cases, if they are | ooking at
treasury bound yields, would it be common knowl edge
or comon practice to go to the Federal Reserve Board
website to access that information?

A Yes.

MR. LANNON: At this time if we could hand out
what will be Staff Cross Exhibit 2 which would be the
daily data?

(Whereupon I CC Staff Cross
Exhi bit 2 was presented for
pur poses of identification as of

this date.)
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BY MR. ROONEY:

Q And once again, M. Wal ker, we have -- as
you peruse that, we have conbi ned as many colums as
we could per page to cut down the one |ong colum
t hat woul d have been, | don't know, 50 or some pages.

Do you recognize this as comng from
t he Federal Reserve Board website, simlar to the
mont hly dat a?

A It appears to be daily data for a portion
of the months for one of the four series review, the
four series being the 10-year and 30-year Treasury
bond and the 10-year and 30-year inflation protected
securities issued by the Treasury.

Q Okay. Now, if you |look at the first page
and the | ast page, | think you can deduce pretty
quickly that it is three-years worth of daily data,
is that correct?

A It ends October 20 and it begins October 1,
' 08. Yes, three years of data.

Q Okay. You know, | forgot to ask you a
guestion about the nmonthly data. Can you tell me

whet her the nonthly data provides an average for a
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month or is there a spot date at the end of the
mont h?

A It is an average for the month.

Q Okay, thank you.

Now, when preparing your surrebuttal
you noted that you reviewed the nonthly data provided
on the FRB website. Did you review the daily data
provided on that same FRB website?

A No, | did not.

Q Okay. Let's | ook down to the next
par agraph that begins on line 395. As | understand
it, you are a consultant with Gannett Flem ng, is
that right?

A | am sorry, 395, page 18, correct.

Q Yes, same page, just down to the next
par agraph, beginning with "Since October '08"?

A Yes, nmy enployer is Gannett Flem ng.

Q And you don't moonlight with the Federal
Reserve Board, do you?

A No, | do not.

Q Now, this paragraph that begins on page --
or on line 395 and ends on line 405 of nmy copy, |
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don't see any citations to support the statements or
opi nion that you provide in this paragraph. Can you
tell nme how you arrived at these opinions?

A They are in the work papers. They are --
t he bal ance sheet accounts are | abeled with arrows
within the work papers. There is four pages that
come fromthe Federal Reserve and then there is a
number of articles fromthe Wall Street Journal,
etcetera, in the work papers that confirm exactly
what | amtestifying to.

Q Okay. Now, let's move on to the next
par agraph that begins on Iine 406, "Over the past
month..."?

A Yes.

Q .. "Federal Reserve began Operation Twi st."

Operation Twi st was announced at the end of Septenber

2011, correct? | think it m ght have been the 21st.
A | don't recall the date.
Q By the way -- it wasn't before September
was it?
A It m ght have been at the end of August.

don't really recall the date.
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Q Well, you nentioned the goal here of the US
Treasury or the Federal Reserve Board of buying 400
mllion of |ong-dated or long-term US debt, correct?

A Correct.

Q Now, they woul dn't have started spending
that 400 billion "til roughly the end of September,
maybe the begi nning of September if it was August
when they announced that -- my research -- well,
stri ke that, please.

They woul dn't have begun spending the
400 billion until after they announced this project
Operation Twi st, correct?

A | don't know that. | don't believe that's
true, but. | believe they are just nmore or |ess
descri bing current policies when they announce
t hi ngs. | don't believe that the announcement is a
specific start date. That's why | say |I think it
began actually in August, towards the end of August.

Q Okay. And that 400 billion, the Treasury
or the FRB planned on spending that incrementally
t hrough the rest of this year up to and including

June 2012, correct?
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A | don't know the spending pattern, whether
or not, you know, it's an even ampunt each day or
month. Typically, within these procedures they do it
dependi ng on the maturities that are avail abl e. I n
ot her words, if a bunch of |ong-dated are avail able
in one month, they m ght over spend and then not
spend so nmuch in the next nonth. But, yes, the 400
billion is roughly, | guess, an eight to ten-month
program

Q Thank you. Have you ever known a Federa
Reserve Board policy that did not meet its announced
goal s?

A Yes.

Q And was the original Operation Twi st, which
| believe was in 1961, was that universally

consi dered successful by the majority of econom sts?

A | don't know.

MR. LANNON: Your Honor, hang on. l'm trying
to get -- | think at this time that's all | have,
Your Honor. And if we want to move in cross
exhibits, | can get started on that with the Cross 1

and 2 we used here.
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JUDGE JONES: Do you want to do that now?

MR. LANNON: It is up to you. John, do you
think that would be advant ageous.

MR. ROONEY: Yeah, if you want to take them one
at a time and address it now, that's fine.

You are done, M ke?

MR. LANNON: Yes, | am done. We could either
-- | could either nove in 1 and 2 right now and then
do the rest of the agreed upon or non-objected to
ones |ater and let the AG do her cross, either way.
But | would like to at |east nove in Staff Cross 1
and 2.

JUDGE JONES: Thank you. Staff Cross Exhibits
1 and 2 have been offered into the evidentiary
record. Does anybody have any objections or any
requests that the adm ssion of those be deferred
until cross is conpl eted?

MR. ROONEY: Your Honor, on behalf of Aqua we
have no objection to Staff Cross Exhibit Nunmber 1 as
it just reflects M. Wal ker's work papers. The
Conpany does object to Staff Cross Exhibit Number 2.

| don't know if you want to hear argument on it now
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or wait until [|ater. | will |eave that to you.

JUDGE JONES: Go ahead.

MR. ROONEY: Staff Cross Exhibit 2, first of
all, it's not -- first of all, M. Walker didn't rely
on the document as he testified in his testinmony. He
didn't ook at the daily interest rates as part of
his analysis, he testified to. And whether or not
t he numbers in the document are correct is not the
point. The point is, is that it is not relevant to
M. Wal ker's analysis and it shouldn't be used for
the truth of the matter assert ed. It certainly can't
be used to i mpeach Mr. Wal ker as M. Wal ker expressly
stated he didn't rely on the information for daily
figures to conduct his anal ysis.

JUDGE JONES: Okay, thank you, M. Rooney.

M. Lannon, any response?
MR. LANNON: Thank you, Your Honor.
The record is clear that M. Wl ker
did not use the dailies for his analysis, but he did
make -- the statement on page 18 that M. Wal ker read
into the record inmplies an absolute, in the phrase

"if not the lowest.” And in making such a statement,
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| argue that he could have | ooked at the dailies and
probably should have.

M. Wal ker also testified that it was
common knowl edge and practice for somebody |ike him
researching an issue like this to go to the FRB web
page. On that web page are the nonthlies and right
next to that is access to the dailies. | f he didn't
exactly use the dailies for his analysis, he should
have. And al t hough they are not the exact same thing
as the monthlies, they are very close and they are
even nore detail ed.

MR. ROONEY: Your Honor, | would just observe
t hat at that juncture M. Lannon's argument is nore
testinony than it is argument. The fact is
M. WAl ker expl ained during cross exam nation from
Staff exactly what that phrase meant. Staff had the
opportunity to ask M. Wal ker about a sentence on the
top of page 18, |ines 389 and there after, and
M. Wal ker clarified that.

JUDGE JONES: Does anybody el se have any
argunment on this?

(No response.)
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Let the record show they do not.
M. Rooney, is M. Wal ker testifying
as an expert?

MR. ROONEY: Yes, he is.

JUDGE JONES: M. Lannon, is the exhibit being
offered for the truth of the content of it or is it
being offered for inpeachment or some other purpose
in the cross exam nation of this wtness?

MR. LANNON: It is being offered for the truth
of the content which would inpeach M. Wal ker.

JUDGE JONES: M. Lannon, has the foundation
been laid for this exhibit in your opinion through
this witness?

MR. LANNON: Yes, | believe |I asked himif -- |
forget exactly what the question was, but whether it
was simlar to the monthlies that he relied on and
whet her it came off of the same web page as the
mont hlies that he relied on.

JUDGE JONES: M . Rooney, do you believe the
foundation has been laid for this exhibit?

MR. ROONEY: No, Your Honor, as | indicated for

several reasons. One, M. Wal ker testified that he
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did not |look at this data as part of his analysis,
either in direct, rebuttal or surrebuttal, and he did
not | ook at the numbers here as part of that process,
and he only | ooked at the monthly data, not the daily
dat a.

JUDGE JONES: Thank you. Anybody else on this?

MR. LANNON: Your Honor, | would just like to
add one thing. Beyond the fact that | believe it
should come in beyond it is relevant and it is very
simlar to what he did use, except that it is nore
detail ed and provides the Comm ssion and you with
more facts, this is also a matter that could be
admtted under adm nistrative notice and it is a
matter that's generally known and not subject to
reasonabl e dispute. There is no doubt of the
accuracy in this cross exhibit; M. Rooney
acknowl edged t hat .

JUDGE JONES: What are you proposing? Are you
proposing that first or are you proposing something
el se?

MR. LANNON: Well, | just wanted to |let you

know t hat before you made your ruling. | guess |
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woul d move it in on both grounds.

JUDGE JONES: M. Rooney, do you have any
objection to it going into the record as an
adm nistrative notice exhibit?

MR. ROONEY: | do, Your Honor, and for simlar
bases. Again, it's a document that certainly is
created by the governnment, but in terms of how it
relates in any way to Mr. Lannon's testinmony
certainly has not been -- | amsorry, M. Wil ker's
testinony, certainly has not been established.

Further, if it is going to be intended
to be utilized as additional argunment that otherwi se
could have been addressed otherw se, it seens that
there is a prejudicial issue here fromthe Conmpany's
perspective in terms of not being able to present
testinony, as it does have the final word from a
procedural standpoint in bearing a burden to respond
to that.

So | think fromboth a -- the
adm ssion of it as a cross exhibit or taking
adm ni strative notice of it, we object to that, Your

Honor .

83



10

11

12

13

14

15

16

17

18

19

20

21

22

JUDGE JONES: Thank you. Anybody el se?

MR. LANNON: Your Honor, | have already replied
to most of that. But as far as the prejudicial
effect, M. Wal ker brought it up, brought the
mont hlies up, and this statement on page 18 and a
simlar statement on page 12 is surrebuttal. He
could have brought that up earlier. We did not have
anot her opportunity to reply to it in testinony.
This is our first opportunity.

MR. ROONEY: And, Your Honor, to that point,
and | appreciate M. Lannon's presentation, | would
observe, though, that in Staff's rebuttal testinony
they determ ned to take an entirely different DCF
analysis that resulted in our responding to that as
part of their testimony. So Staff had the
opportunity. They decided to change the methodol ogy
that they were going to utilize for the ROE anal ysis
and they did that in rebuttal, and so M. Wal ker was
respondi ng directly. Obviously, it wasn't something
t hat was i mproper as Staff didn't move to seek it as
part of a Motion in Limne which were due to be filed

previously.
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MR. LANNON: Your Honor, we are not seeking to
stri ke anything. W are seeking to provide the
Comm ssion with what has been acknow edged as

accurate daily information on the T-Bond yields that

JUDGE JONES: Have you made this argunment
before already?

MR. LANNON: Yes, | have, Your Honor.

JUDGE JONES: Well, if you need to respond to
somet hing that just came up in the |last coment from
M. Rooney, feel free. But if you are sinply
reiterating sonmething that you have already said,
then | think you have had anpl e opportunity for that
in several rounds of argument there.

Anyt hing el se?

(No response.)

Al'l right. Let the record show no
response.

| will rule on that at this time.
This is a close call. It is conplicated in part by

the fact that it came up in surrebuttal which was in

response to what was in the rebuttal. Now, whet her
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surrebuttal raised new arguments or was sinmply
respondi ng to what was perceived as sonme new
arguments in rebuttal is sort of another question,
one that will not really get resolved in any real way
t oday.

The witness has testified as an
expert. | think there is some |eeway to be given to
counsel in cross-examning a witness in that
circumstance. These cross exhibits can all the time
rai se questions of authentication or foundation.

That itself is somewhat of a close question here.

But | do agree with M. Lannon that the w tness

has -- the cross exam nation of the wi tness has

provi ded sufficient foundation for this. There is
guestions as to relevancy of it, but I think

M. Lannon has established how the exhibit is

rel evant to the issues that this witness did address.

So in conclusion, the Cross
Exam nation Exhibit Nunber 2 proffered by Staff is
admtted into the evidentiary record. Counsel for
Aqua will be given ample | eeway on redirect to follow

up on this froma redirect standpoint. And if

86



10

11

12

13

14

15

16

17

18

19

20

21

22

counsel for Aqua believes that still Aqua is being
deprived of its opportunity to present the |ast word
on this, then motions, if any, would be a possible
next step. |f any such notions are made, then we
will deal with them at that tine.

MR. ROONEY: Thank you, Your Honor. Thank you.

MR. LANNON: Thank you, Your Honor.

(Whereupon I CC Staff Cross
Exhibits 1 and 2 were adm tted
into evidence.)

MR. LANNON: Your Honor, and | guess, John, why
don't | hold off on the rest of the exhibits, John,
and | don't think you will have any objection to.

MR. ROONEY: That's correct. W can take that
as a stipulation after m ne.

MR. LANNON: Okay. And -- well, okay, thank
you, John.

JUDGE JONES: That concludes your cross
exam nation of the wi tness, M. Lannon, then, is that
correct?

MR. LANNON: Yes, if Staff Cross Exhibits 1 and

2 have formally been admtted, that's it for me, Your
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Honor .
JUDGE JONES: All right. Thank you.
Ms. Satter?
MS. SATTER: Thank you
CROSS EXAM NATI ON
BY MS. SATTER
Q Hel | o. My name i s Susan Satter. | am with

the Office of the Attorney General.

A Hel | o.
Q | am going to ask you some questions about
your Exhibit 15, your surrebuttal testinony. I n that

testinony you testified that Staff's return on equity
woul d, among ot her things, place Aqua's ability to
of fer reliable service at risk. s it your testinmony

that if a 9.43 percent return on equity were adopted

by the Comm ssion, Aqua Illinois would be unable to
invest in safe and reliable service in Illinois?
A Coul d you please point me to the testimony

that you are referring to?
Q Page 3.
A Page 3.

Q Li ne 74.
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A And woul d you repeat the question, please?

Q My question to you is, is it your testinmony
that, if the 9.43 percent return on equity were
adopted by the Comm ssion, that Aqua Illinois would

be unable to invest in safe and reliable service in
I11inois?

A No, that is not my testinmony.

Q And that is not your belief, is that
correct?

A That is correct. My testimony refers to
whet her or not they would have the ability to conpete
for capital.

Q Okay. So just to follow -- finish the
guestion then, you do not believe that, if the ROE
recommended by Staff were adopted by the Conm ssion,
Aqua Illinois would be unable to invest -- let ne
make that a positive. W have too many negatives in
this sentence. Let's make it a positive.

Do you agree that, even if the
Comm ssion were to adopt a 9.43 percent return on
equity in this case, Aqua Illinois would still be

able to invest in safe and reliable service in
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I11inois?

A Assum ng they earn 9.43, which is highly
unli kely given their |long history of under-earning
200 bases points, in the short run, yes, they would
be able to obviously provide safe and reliable
service. However, as credit conditions deteriorate,
pressure mounts, in the long termthey may have
troubl e accessing capital.

Q And so in the long run you nmean a coupl e of

years?
A Coul d be several years, yes.
Q Now, you include a graphic on your

testinony at page 22 showi ng capital fleeing the

state?
A Yes.
Q Do you remember including that same graphic

in your surrebuttal in the |last Aqua case before this
Comm ssion, that would be Docket 10-0194?

A | may have, yes.

Q And you woul d agree that the Comm ssion
all owed an ROE | ess than what you requested in that

case, in the 10-0194 case?
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A Yes, less than | requested but nore than
what Staff originally requested.

Q Did you say previously that Aqua earns 100
bases points less than its authorized return or
several hundred bases points?

A Several hundred.

Q Okay. And is that why you asked for 11. 3,
because you figured you wanted to make up those
hundred bases points by having a higher return on
equity?

A | didn't ask for 11. 3.

Q Oh, that was in the |ast case?

A | don't recall.

Q Okay. You don't recall?

Now, do you understand that in this
case, in 11-0436, Aqua witnesses M. Bruns and
M. Wight have item zed over $10 mllion in
investment for 2010, 2011 and 2012?

A Sounds reasonabl e.

MR. ROONEY: Just for clarification, M. Ervin
is now taking M. Bruns' testimny so it is now --

t hat we indicated he would be adopting it, so there
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is no confusion in the record today.

Q Okay. Do you agree that capital will be
available to Aqua Illinois to make the investments
descri bed by these Agua witnesses in this case?

A You are referring to a historical period,
so obviously capital was avail abl e because they made
the investment. Capital is always avail able; the
guestion is at what cost. And as credit quality
deteriorates, costs increase. So in the long run you
end up with a higher cost of service due to
deterioration of credit quality.

Q And the higher cost of service is driven by
t he higher cost of capital, is that right?

A Correct.

Q So if the cost of capital does not
increase, then that does not -- that would not drive
up the cost of service, if for other reasons the cost
of capital does not increase, for example, market
conditions, fromone rate case to the next?

A Correct.

Q Okay. Now, you also testify -- and tell ne

if this is not accurate, but it sounds |ike you
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testify that the Comm ssion should increase the
return on equity allowed to the Company to account
for the fact that Aqua has historically under-earned
conpared to its authorized return, is that right? 1Is
t hat your position?

A No, no.

Q Okay. That is not your position.

A The Comm ssion should be aware that the
Conmpany traditionally or historically has
under - earned much nore so than other water utilities
in the industry. Their under-earning is alnost tw ce
as great as conparison conmpanies used by Staff in
this proceedi ng.

Q Conpared to water or other utilities?

A Water utilities used by Staff in the
comparison group in this proceedi ng.

Q So you are saying that Agqua operating
compani es under-earned conpared to other water
compani es?

A | am saying that Aqua -- and when | am
using the term Aqua, | amreferring to Aqua Illinois,

and | assume you have been.
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Q | have been up '"til now, yes.

A That Aqua Illinois has had a | arger
under-earning, if you will, than the conmparison
compani es enpl oyed by Staff.

Q s that true for other Aqua operating
compani es?

MR. ROONEY: Obj ecti on. | am not sure what the
rel evance of other Agqua operating conpani es are
outside of Aqua Illinois.

MS. SATTER: | think the question of this whole
hi storically under-earning is sonmething that really
needs to be explained in a little nore detail. He's
al ready said conmpared to some conpani es they
under - ear ned. | am just checking to see about other
conpanies within their own parent organization. And
| think that's relevant to credibility, among other
t hi ngs.

JUDGE JONES: Any response, further response?

MR. ROONEY: None.

JUDGE JONES: Obj ection overruled. The
gquestion is allowed. So please answer it if you have

an answer . I f you need it read back, we can read it
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back.

THE W TNESS: Coul d you read the question back
or just repeat the question?

BY MS. SATTER

Q | can repeat the question. My question is,
has ot her Aqua operating conmpanies historically
under - ear ned?

A They have historically under-earned but not
to the degree that Aqua Illinois has. | n ot her
wor ds, the earnings have been better in other
operating subsidiaries or divisions.

Q Are you famliar -- | am sorry, were you
finished with your question?

A Yes.

Q Ot her operating companies, is that what you

A Yes.

Q Are you famliar with Agua America's
financial performance?

A Generally speaki ng. | mean, | coul dn't
recite nunmbers for you but, yes, as a generalization,

yes.
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Q Are you aware of the fact that Aqua Anerica
has raised its dividends 20 times in the last 19
years?

A Yes, that's a simlar pattern that other
i nvestor-owned water utilities have done as well.

Q And are you al so aware that the Annua
Report to sharehol ders reported that Aqua America has
invested a, quote, record $327 mllion in
infrastructure i mprovements in 2010? And that's in
t he Annual Report to shareholders, which if you need
a reference, | can provide it to you.

MR. ROONEY: Obj ection to the extent that,
again, | am not sure what the relevance is, Your
Honor, with Agqua. Aqua America is a nulti-state
operating parent conpany that operates water
utilities in a variety of different states. And what
Aqua the parent collectively has invested is
something of little or no relevance to what we are
tal king about in terms of Illinois.

JUDGE JONES: Ms. Satter?

MS. SATTER: M. Wal ker has admtted that other

Agua operating conpanies historically under-perform
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And yet despite that general under-performance
relative to allowed ROEs, the parent conpani es which
is the sole sharehol der of these other parent
conmpani es appears to be both increasing its dividends
20 times in the last 19 years and obtai ning
significant capital for infrastructure inmprovenments.
Since the capital comes fromthe parent for the
operating company, | think that's relevant to
guestions of credibility and the effect that
under -earning has on the profitability of the
enterprise.

JUDGE JONES: The objection is overrul ed.
Pl ease answer the question if you have an answer. | f
you need it read back, we can do that, too.

THE W TNESS: Pl ease read the question or
repeat the question.

JUDGE JONES: Ms. Reporter?

MS. SATTER: My question was, do you recall
t hat the Annual Report reported to sharehol ders that
in 2010 Aqua Anerica invested a record $327 mllion
in infrastructure inprovements.

JUDGE JONES: Is that the same question?
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Because that question has an assunption in it. I
don't recall if the original one did or not. "Do you
recall that." That's an effectual assunption. Coul d
you read the original question back or if you want to
rephrase it.
MS. SATTER: That's okay. You can read it
back. | am not sure | am getting the distinction
JUDGE JONES: Well, the word "that" puts an
assunption into play. The word "that" something is
the case. And unless that part is already in the
record, then that's asking the witness to respond to
an assumption in the question that may or may not

al ready be in the record.

MS. SATTER: Well, | am kind of asking himthe
gquesti on. | f he doesn't know, then --

JUDGE JONES: | understand, but that's not the
way it was phrased. "Are you aware of that" makes an

assunmption. \Whether that assunption is in the record
or not is the question. So you need to rephrase it
or read it back.

BY MS. SATTER: Let me say it this way.

Q Do you know that the Annual Report to
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sharehol ders issued by Agqua America stated that Agqua
America invested a record $327 mllion in
infrastructure inmprovements in 20107

A | don't know that.

Q Okay. Wuld anything -- do you know what
their investment record is?

A No, | do not.

Q Do you know their access to capital?

A Generally speaking, but I can't quote
specific dollars that were raised or anything |ike
t hat .

Q Do you agree that the Annual Report to
sharehol ders is an accurate report to sharehol ders
and that the statements in that are true and correct?

MR. ROONEY: | guess | would object to the
characterization of the question.

JUDGE JONES: Response?

Q Let me rephrase it. Do you ever review
Annual Reports to sharehol ders?

A Yes.

Q And do you rely on the information

contained in Annual Reports to shareholders in
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form ng your opinion about capital?

A Yes.

Q And had you reviewed the Agua Anmerica
Annual Report to sharehol ders for any year prior to
your testinony in this case?

A Yes. Not recently but, yes.

Q So did you review the 2009 Annual Report to
shar ehol ders?

A | am sure | have back in 2010.

Q Okay. And did you review the 2010 Annua
Report to sharehol ders on behalf of Aqua Anmerica?

A | am sure | did.

Q Okay. Wuld anything refresh your
recollection as to your review of that document, |ike
t he document itself?

A Yes, | am sure a review of the docunment |
could at | east discern the information reported in
t he document .

MS. SATTER: If I may approach the witness?

JUDGE JONES: You may.

(Wher eupon a docunent was

presented to the witness.)
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BY MS. SATTER

Q Woul d you take a | ook at this document?
Does that appear -- let me get to a mc.

Do you recogni ze that as the 2010 Aqua
America Annual Report to sharehol ders?

A | recognize the cover. So, yes, | have
seen this document. \Whether or not--

Q Was it in color?

A It was in color actually, the one that I
saw.

Q Okay. | believe if you turn to page 2 of
the letter to sharehol ders at the very beginning of
t he document ?

A Yes.

Q And | believe it is the fourth paragraph
down do you see the statement that the Conmpany
invested a record $327 mllion in infrastructure in
20107

A Yes.

Q And so woul d you agree with me that that
demonstrates that the Conmpany has been able to obtain

capital for its operations at |east during 20107
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A Yes.
Q And maybe you can just hold onto that for a
few m nutes.

On line 3 of your testimny -- excuse
me, page 3, line 76 of your testimony, you say that
Staff's proposal disregards recent Comm ssion
deci si ons and, quote, upends traditional notions of
regul atory certainty?

MR. ROONEY: \What page again?
Q Thr ee.

So my question to you is, do you think
t hat the Comm ssion would upend traditional notions
of regulatory certainty if it approved a return on
equity that was 100 bases points nore than a
hi storically allowed return on equity?

A That was 100 bases points nore. | don't
know who is recommendi ng 100 bases points nore.

Q | am not . | am asking you if you think
t hat woul d upend, what did you call it, traditional
notions of regulatory certainty.

A It depends on the -- it depends on the

circumstance. If the 100 bases points increase is
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due to fluctuations, crises within the capital
mar kets, then | think it certainly is within --
mean, expectations and certainty move over time.

Q So deviations froman historically all owed
return could be justified by situations in the
financial markets and in the economy as a whol e?

A Yes. | mean, you have a lot -- yes, but
you have a |l ot of benchmarks to conpare it to. What
are other entities being authorized, what are other
cost rates in the market, etcetera. It is not just
simply -- you can't sinmply take a point in time
number and, you know, reach a conclusion as to
whet her or not that is upending certainty. It is all

relative to one anot her.

Q Now, you agree that the Comm ssion sets an
overall revenue requirenment for utilities, nonopoly
utilities?

A Yes.

Q And in determ ning the revenue requirenent,
t he Comm ssion uses the overall return on rate base,
isn't that right?

A Correct.
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Q And that's based on the return on equity as
well as the return on debt?

A Correct.

Q Okay. Now, you recall that in the
Il 1inois-American Water case the return on rate base
was | ower than the return on rate base recommended by
Staff in this case?

A | don't know.

Q You don't know what the overall rate of

return was for Illinois-American Water Conpany?
A No, | do not.
Q In the |last rate case?
A | do not.
Q Do you know what the capital structure was

for that conmpany?

A No.

Q So then clearly you don't know how it
conmpares to the capital structure reconmended in this
case?

A As a generalization | believe that
II'1inois-American has less equity in its capital

structure. It is a much | arger conpany than Aqua
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Illinois is. So | believe they have |less equity in
the capital structure, but | don't know off hand. I
don't know the specifics.

Q Do you know what the capital structure is
for Aqua America?

A The parent conpany?

Q Yeah.

A Generally speaking, yes.

Q And isn't it true that they have | ess

equity than is being requested for Aqua Illinois?
A | assume you are referring to equity ratio?
Q Yes.
A Dependi ng on the point in time, their

equity ratio fluctuates mainly fromtwo items and one
item woul d be construction expenditures and the other
item woul d be acquisitions. And typically over time
their equity ratio goes up and down. At certain
times it is going to be higher than Aqua IIllinois and
at certain times it is going to be lesser, but it is
going to be relatively close.

Q Can you turn to page 19 of the Annua

Report? And is it true that the equity ratio for
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Aqua Anmerica is shown for the years 2007 through
2010? In other words, the debt and the equity ratios

are shown on that page?

A Yes.
MS. SATTER: Your Honor, | will move for
adm ssion of this Annual Report. And if it goes in,

then we really don't need to read the details into
the record. So at this point I will put that on hold
pending ruling on the adm ssion.

Q Now, in the Schedule 2 to your origina

testinony you showed a | ong-term debt cost of 6.64

percent. Do you renmember that?
A. Yes, there is a debt cost rate of 6.64
percent.

Q And again going back to page 3 at the very
begi nni ng of the Annual Report, the letter to
sharehol ders, do you notice that the Aqua Anerica
report says a wei ghted average interest rate | ower
than that, of 5.36 percent for 20107

A ' m sorry, what page?

Q Page -- | don't believe it is nunbered. | t

is the second or third page of the letter to
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shar ehol der s.

A |ls there a specific nunmber? Okay, | see
you have --

Q It is on the page with the picture.

A Yes, | see that. It says it qualifies it.
But | mean obviously Aqua Pennsylvania is the | argest

subsi diary of the company and has the | argest i npact
on it. The enmbedded cost rate for the parent conpany
is reflective of the embedded cost rates of all the
subsi di ari es. So | would expect there to be a

di fference between the parent company's enbedded cost
of debt versus a subsidiary's cost of debt.

Q Okay. But even your cost of long-term debt
is lower than the return on equity that you are
asking for in this case? The 6.64 percent long-term
debt is |less expensive than the cost of equity that
you request in this case?

A Yes.

Q Did you testify in Florida for Aqua, the
Agqua operating conpany?

A | did not.

Q Are you aware that or do you know whet her
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the Florida Public Service Comm ssion recently
approved a 9.43 percent ROE for an Aqua subsidiary in
20117

MR. ROONEY: Objection, relevance. \What a
comm ssion ruled upon for an ROE for an operating
company in Florida, | amnot sure that there is any
rel evance to the exercise with regard to Aqua
I11inois.

JUDGE JONES: Response?

MS. SATTER: Well, in this surrebutta
testinony there are quite a few assertions about how
outrageously low the 9. -- | believe it is 43 percent
recommendation is and | think that it is relevant
whet her M. Wal ker knows of other, not just water
utilities, but Agqua water utilities that have been
awarded the same | evel of return.

MR. ROONEY: And | believe the conparison that
M. WAl ker was making was to other Illinois water
utilities, not utilities throughout the country.

JUDGE JONES: Thank you.

| think the rule sets open the door on

t his. Granted it is a different state, but | think
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there is sufficient connection that has been made
i ncluding that question and his testinmny.
Therefore, the objection is overrul ed.
We will ask you to answer the
question, if you can. Do you need it read back?
THE W TNESS: | need it read back.
JUDGE JONES: Ms. Reporter, do you want to read
t hat back, please?
(Wher eupon the requested portion
of the record was read back by
t he Reporter.)
THE W TNESS: A. | don't know is my answer.
BY MS. SATTER
Q Thank you. | also wanted to ask you
whet her you submtted surrebuttal testimony in the
| ast Aqua operating company case 10-0194. That was
for the Kankakee Division
A Yes.
Q And would you agree with me that your
testinmony is substantially the same in that you felt
that the Staff's return on equity anmount was too | ow?

A | would agree that | felt their original
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position was too low. The decision in that case was
above the Staff's original position.

Q But your testinony was essentially the
same, wasn't it?

A Wth regards to | felt their position was
too | ow, yes.

Q And didn't you make the sanme statements
about capital fleeing the state?

A Yes, relative to a recommendati on by the
Staff that was | ower than what was authorized by the
Comm ssi on.

MS. SATTER: Your Honor, | would like you to
take adm nistrative notice of M. Wal ker's
surrebuttal testinony in Docket 10-0194 for the
pur pose of comparison to his testinmony in this case.
| ' ve got copies of that testimony with me. W can do
it as a cross exhibit or as adm nistrative notice,
what ever is nore convenient and efficient.

JUDGE JONES: Ils there any objection to that?

MR. ROONEY: No.

MS. SATTER: Then | will -- can | submt it as

an adm nistrative notice exhibit or as a cross

110



10

11

12

13

14

15

16

17

18

19

20

21

22

exhi bit, maybe. Do you want me to call it Cross
Exhibit 2? And | think I will ask for the Annua
Report to be | abeled as Cross Exhibit 1.

MR. ROONEY: No obj ecti on.

JUDGE JONES: All right. W will make the
testinony in the 2010 docket -- do you want that
mar ked as how exactly?

MS. SATTER: AG Cross Exhibit 2.

JUDGE JONES: It will be so marked.

(Whereupon AG Cross Exhibit 2

was mar ked for purposes of

identification as of this date.)

MS. SATTER: And then I will nmove for the

adm ssion of the Agua 2010 Annual Report as AG Cross

Exhi bit 1.
JUDGE JONES: Any objections?
MR. ROONEY: No.
JUDGE JONES: Anybody else? Let the record

show no response.

MS. SATTER: And | have no further questions.

JUDGE JONES: Let the record show AG Cross

Exam nation Exhibit Nunmber 2 is admtted into the
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evidentiary record.
(Whereupon AG Cross Exhibit 2
was adm tted into evidence.)

JUDGE JONES: Do you intend to file a copy of
that as admtted on e-Docket?

MS. SATTER: Yes, | will. So that's -- in
10- 0194 that's Aqua Exhibit 9.0.

JUDGE JONES: Aqua Exhibit --

MS. SATTER: 9.0.

JUDGE JONES: Ms. Satter noted that is Aqua
Exhibit 9.0 as presented in Docket 10-0194. That is
adm tted. It will be filed on e-Docket in this
proceedi ng.

MS. SATTER: And | will also file the Annual
Report in pdf on e-Docket.

JUDGE JONES: Thank you. The Annual Report of
t hat docunment is also admtted into the evidentiary
record as AG Cross Exhibit Number 1. What does that
exhi bit say across the top of it, just so we have a
little bit of nore identifying information?

MS. SATTER: | can hand you a copy.

JUDGE JONES: Okay, thank you. That's the
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surrebuttal ?
How about the Exhibit Number 1, what
does that say across the top of it, just to give a
little bit more identifying information into the
transcript?
MS. SATTER: It is Aqua Anmerica Annual Report
t o Sharehol ders, | believe.
JUDGE JONES: Is there a date on the cover
page?
MS. SATTER: The copy says Aqua America, Inc.,
2010 Annual Report 125th Anniversary.
JUDGE JONES: Thank you. As noted, that
exhi bit now known as AG Cross Exhibit Number 1 is
admtted into the evidentiary record.
(Whereupon AG Cross Exhibit 1
was mar ked for purposes of
identification as of this date
and admtted into evidence.)
JUDGE JONES: Thank you, Ms. Satter.
M. Rooney, do you have any redirect?
MR. ROONEY: Yes, | do, Your Honor.

Do you have any objection to us taking
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a few mnutes to talk to the wi tness?
JUDGE JONES: Does anybody have an objection to
taking a break at this time?
(No response.)
Let the record show no response.
What do you suggest? Ten m nutes?
MR. ROONEY: Ten m nutes would be nore than
sufficient. Thanks, Your Honor.
JUDGE JONES: All right. W hereby break for a
period of ten m nutes.
(Wher eupon the hearing was in a
short recess.)
JUDGE JONES: Back on the record.
M. Rooney, do you have redirect?
MR. ROONEY: | do have some questions, Your
Honor. Thank you.
REDI RECT EXAM NATI ON
BY MR. ROONEY:
Q M. Wal ker, do you recall questions from AG
counsel regarding the conmparison of your surrebuttal
testinmony in this proceeding versus your surrebuttal

testinony in the Kankakee rate case which was | ast
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year ?

A | do.

Q And do you recall what Staff was proposing
in its rebuttal testinmony in that proceeding for a
recommended ROE?

A It is my recollection Staff was proposing a
9. 61 percent return on equity.

Q And did the Company and Staff ultimtely
agree on a -- stipulate to a different nunber?

A Yes. Utimtely, the Staff and the Conpany
stipulated to a 10.03 which was ultimately authorized
by the Comm ssion. The change in the position from
Staff's original 9.61 percent to the 10.03 occurred
because it was agreed upon that the weighting should
change, the weighting being how much wei ght shoul d be
given to the cost rate of Staff's water group and how
much wei ghting should be given to Staff's utility
group.

Originally, Staff in the | ast
proceedi ng recommended that 67 or two-thirds of the
wei ghti ng should be given to the water group and

one-third be given to the utility group. They agreed
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and stipulated that it should be reversed and
one-third be given to the water group and two-thirds
be given to the utility group.

In the current proceeding --
LANNON: John, before you go on --

ROONEY: Yes.

» 3 3

L ANNON: | can barely here M. Wal ker.
wonder if the m crophone is on.

MR. ROONEY: It is now. Sorry about that.

MR. LANNON: Thank you

THE W TNESS: A. In the current proceeding
Staff is --

MS. SATTER: | am going to object in that there
is no question pending about the current proceeding.

BY MR. ROONEY: Let me ask M. Wal ker.

Q Does the fact that your testinony,
surrebuttal testinony, in the |last rate case | ast
year, and your surrebuttal testinony here, the fact
that it is simlar of any concern to you?

A No, | think it shows my consistency.
Because in the | ast case they got -- the Staff

recommended 9.61 percent; ultimately 10.03 was
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aut hori zed for the Conpany. In the current
proceedi ng 9.43 percent was recommended by the Staff
which is 60 bases points |less than what was
stipulated to and authorized by the Comm ssion back
in Decenber.

Q Do you recall questions from Ms. Satter
concerning her referencing the Aqua America 2010
Annual Report, those questions weighing to the cost
of long-term debt, | believe, reflected on page 3 of
t hat report?

A Yes, | do.

Q And then Ms. Satter was conmparing the
i nformati on contained in the 2010 Agua America Annual
Report to your cost of capital that -- excuse me,
your cost of long-term debt that is reflected in your
testi nony. Do you recall those questions?

A | do.

Q I n your opinion is it reasonable to conpare
the figure in your testinmony with the figure that
Ms. Satter referenced in the Annual Report?

A Absol utely not. The parent conpany

embedded debt cost rate is a reflection of the
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wei ght ed cost of debt for every operating subsidiary.
I n other words, it includes the embedded debt cost
rate for Pennsylvania American, for Indiana -- excuse
me, for Aqua Pennsylvania, for Aqua | ndiana,
etcetera. Whereas the cost of |long-term debt that |
recommend in this proceeding and is primarily adopted
by the Staff -- and | say primarily, we changed --
when | say we, the Conmpany agreed to the Staff's
change, slight change, in the short-term debt cost
rate which ultimately | owered the embedded cost of
| ong-term debt slightly.

It reflects strictly the operations of
I11inois. II'linois accesses the capital market on
its own in terms of attracting |long-term debt, and
traditionally comm ssions have relied upon capital
structure and embedded debt cost rates dependi ng on
where the long-term capital is raised.

Q Thank you, M. Wal ker.

Do you recall the questions from

Ms. Satter regarding -- and again this was a figure
referenced in the Agua America Annual Report -- of
approximately $327 mllion invested in capital
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i nvest ment by Aqua America in cal endar year 20107?

A Yes, | do.

Q In terms of -- do you know how much capita
i nvest ment was made by Aqua Illinois in 2010?

A It was between 13 and 15 m |l lion doll ars.

Q Now, you just referenced earlier in your

testimony that the Comm ssion entered its Order in
t he Aqua case | ast year in Decenber of 2010 and
aut hori zed an ROE of 10.03 percent, correct?
A Correct.
Q Do you have any opinion as to whether that
ROE i nfluenced -- that was entered in 2010,
i nfluenced capital investment or ability to access

capital based upon the 2010 Annual Report figures?

A No. The authorized return rate was only
aut horized at -- the 10.03 percent authorized return
rate was only authorized in, | believe it was,

Decenmber 10, 2010. Accordingly, any of the earnings
associated with that would not be reflected in the
operational results for 2010.

Q Do you recall what were the 2010 ROEs t hat

woul d have been, Illinois ROE, that would have been
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in effect prior to December 10, 2010, for Kankakee?

A My recol l ection was 10.43 percent was the
return on equity authorized at that point.

Q M. Wal ker, Staff counsel -- in response to
gquestions from Staff counsel you testified that you
did not rely on daily interest data fromthe Fed in
relation to the preparation of your analysis and,
specifically, the information contained in your
surrebuttal testinony, is that correct?

A That is correct.

Q Why didn't you use daily data?

A | traditionally have shied away from using
daily data sinmply because daily data is extremely
vol atil e. You m ght have a change of 40 bases points
over a short period of time. Traditionally | have
relied upon monthly information, nonthly yield
i nformation.

| believe the problem of using daily
informati on or spot information has been previously
rejected by the Comm ssi on. | am specifically
referring to a Comed Order | recall that | referenced

in my surrebuttal testimony where the problens of
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relying upon spot data or daily data were |isted.

Q And conversely then, why is it then that
you apply or utilize nmonthly data fromthe Fed in the
course of your analysis?

A Well, | use it to elimnate the volatility
t hat may occur from day-to-day. Essentially, by
conmparing daily or a spot yield to a monthly vyield,
you can determ ne whether or not the spot yield is
representative of interest rates. And this is done
by comparing the spot date to the nonthly date. And
if there is a large variation between the two, you
know that the spot date is not reflective of the
trend in interest rate.

In this proceeding | | ooked at -- |
compared the single spot date relied upon by Staff to
mont hly data to determ ne whether or not it was
representative of nmoney cost rates, and clearly it
was not and is not representative of nobney cost
rates, as is illustrated by referring back to Staff
Cross Exhibit Number 2. Even using daily interest
rates, the only time the daily interest rates were

| ower than the spot rate used by Staff in this
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proceeding in their updated proceedi ng was December
of 2008 and some portion of January 2009, right in
t he heart of the financial crisis. This is
verification of my testimny that we are still in a
financial crisis, and | think Exhibit 2 illustrates
t he point perfectly.
MR. ROONEY: Thank you, Your Honor. | have no
further questions.
JUDGE JONES: Any recross?
MS. SATTER: No, thank you.
JUDGE JONES: Any recross, M. Lannon?
MR. LANNON: None from Staff, Your Honor.
JUDGE JONES: Okay. Thank you, M. Wal ker,
your Ccross examnation is over.
(W tness excused.)
Off the record briefly regarding the
schedul e.
(Wher eupon there was then had an
of f-the-record di scussion.)
JUDGE JONES: Back on the record.
There was a short off-the-record

di scussion regarding the schedule, and | believe the

122



10

11

12

13

14

15

16

17

18

19

20

21

22

plan is that M. Rubin would be called, is that
correct?

MS. SATTER: Thank you

M. Rubin, can you identify yourself
for the record?

JUDGE JONES: Let me swear himin. So who is
the next witness that is going to be called?

MS. SATTER: The People of the State of
I1l1inois would like to call Scott J. Rubin to
testify.

JUDGE JONES: M. Rubin, I will go ahead and
swear you in at this time. Pl ease raise your right

hand to be sworn.

(Whereupon the witness was duly

sworn by Judge Jones.)
JUDGE JONES: All right. You are sworn. You
are under oath. Ms. Satter?

MS. SATTER: Thank you
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SCOTT J. RUBI N
called as a witness on behalf of the People of the
State of Illinois, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MS. SATTER

Q M. Rubin, are you the person who prepared
the direct testimny of Scott J. Rubin, AG Exhibit
1.0, and the attached exhibits, | believe it is, 1.1
t hrough 1.17?

A Yes, | am

Q And did you also prepare the rebutta
testimony of Scott J. Rubin, AG Exhibit 2.0, and the
attached AG Exhibit 2.017

A Yes.

Q And you prepared these docunents yourself?

A Yes, | did. Well, except for some of the
attachnments to AG Exhibit 1.0 which are copies of
data responses that were prepared by Aqua.

Q And would you like to submt this as your
testinony in this case today?

A. Yes.
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Q If I were to ask you these questions today,
woul d your answers be the same?

A Yes, they woul d.

Q And is the information in these documents
true and correct to the best of your information and
under st andi ng?

A Yes.

MS. SATTER: | would |ike to nove for the
adm ssion of AG Cross Exhibits 1.0 through 1.17 and
2.0 and 2.01.

JUDGE JONES: Any objection to the adm ssion of
t hose AG exhibits?

MR. ROONEY: No objection from Aqua.

MR. LANNON: None from Staff.

MR. BAKK: No obj ecti on.

JUDGE JONES: Thank you. Let the record show
t hat those exhibits are hereby admtted into the
evidentiary record as they appear on the e-Docket
system 1.0 being the direct testinmony was filed on
August 4, 2011. The attached-to exhibits were, too.
Rebuttal 2.0 was filed on 9/29/11 as was the

attachnment. As noted, those exhibits are adm tted.
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(Wher eupon AG Exhibits 1.0, 1.1,
1.2, 1.3, 1.4, 1.5, 1.6, 1.7,
1.8, 1.9, 1.10, 1.11, 1.12,
1.13, 1.14, 1.15, 1.16, 1.17
2.0 and 2.1 were admtted into
evi dence.)
MS. SATTER: Thank you, and M. Rubin is
avail able for cross exam nati on.
JUDGE JONES: We | ost our video again, so bear
with us for a moment.
(Wher eupon the hearing was in a
short recess.)
JUDGE JONES: Back on the record.

Let the record show there was a short
of f-the-di scussion regarding whether to proceed with
cross of M. Rubin. | believe the thought was yes,
so that is what we will do.

M. Bakk, you have some cross for
M. Rubin, is that correct?

MR. BAKK: | do, Your Honor.

JUDGE JONES: Pl ease proceed.
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CROSS EXAM NATI ON

BY MR. BAKK:

Q M. Rubin, ny name is James Bakk. I
represent the County of Lake, and just for your
information they are a sale for resale custoner of
Aqua Illinois in what's currently their Hawthorn
Wbods Water Division.

| just have some questions for you
regardi ng your testimony regarding the bad debt
al l ocation that was done in Aqua's proposal and
regarding an overall rate restriction regarding
bet ween custonmer cl asses.

To begin with, with regard to your
testimony being Exhibit Number 1 from August 4, 2011,
| would like to call your attention to page 7 and 8

of Exhibit 1.0 and referring to Iines 299 through

305.

A Excuse me, those |line nunmbers are not on
pages 7 and 8, | think. | don't have --

Q Actually, | amsorry, it is -- | have got
it in the wrong exhibit. It is pages 14 and 15.

A Al'l right. | have it, yes.
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Q Now, in there you are making a

recommendati on regarding the bad debt expe

al l ocation and there you say that, "I reco

nse

mmend t hat

bad debt expenses be all ocated each custonmer cl ass

except sales for resale based on the class' share of

the total cost of service excluding the bad debt."

And then on the next page you state that,

"l have

exempted sales for resale custonmers fromthis

cal cul ati on because whol esal e custonmers are very

unli kely to default on

| eave their retail cust

an action that no prudent

their bills. ( Doi n

omers, without wate

g so would

r service -

utility would take) and

t hose whol esal e customers would be responsi ble for

the bad debts of their

own retail customer

s."

Wth respect to that conclusion, is

the conclusion relating to the unlikeliness of a sale

for resale customer defaulting based on your

experience?

MR. ROONEY: Obj ection, Your Honor.

friendly cross exam nat

i on. The i ntroduct

guestion identified the fact that M. Bakk

representing a sale for

resal e customer.

This is

ion in the

is

Thi s catch
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and share clearly is going to support and is trying
to elicit really what's tantamunt to additi onal
direct testinmony.

MS. SATTER: As the attorney for the party that
M. Rubin is testifying on behalf of, | can say there
is no collusion here. | had no idea. | have no idea
what questions M. Bakk is, you know, planning to
ask, other than that they were on these pages. And
that as far as it being friendly cross, | think that,
first of all, what is -- you know, what's the
definition of that? 1Is it something that the Conpany
woul d object to?

| don't know. | think that we are al

entitled to an answer and that M. Bakk cannot be
prevented from asking a question about his client on
some notion that another party m ght not |ike the
nature of the question. | think that's totally
I nappropri ate.

MR. ROONEY: Well, first of all, there is no --
| did not expressly or inmply that there was any
collusion, so | amnot sure where that came from

But the fact of the matter is, is that the
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appropriateness of this is entirely, in my view,
seeking to have this witness provide suppl ement al
direct testimony to support, not only his position,
but the position of the party referenced in

M. Rubin's testinmony.

JUDGE JONES: Okay, anything further?

MR. BAKK: Just that it relates directly to ny
client, an intervenor. | am not a petitioner, | am
not an applicant in this case, and | am not part of
the Staff or the State. And it has direct
application on my client.

JUDGE JONES: Thank you.

Well, | think the real test here when
you come into a situation where cross may be friendly
or parties may be sufficiently aligned, at |east on a
gi ven point, that the cross may appear friendly is
where the questions are | eading because counsel is
entitled to pursue cross exam nation of this w tness
on these issues. But as | say, where the issue is
friendly cross or parties that are aligned at | east
on some portion of the testinony, then we need to be

careful with | eading questions. | don't recall that
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there was an objection on the basis that particul ar
guestion was |eading, so | won't rule on such an
obj ecti on.

So given the above, the objection is
overruled. We will ask M. Rubin to answer the
question if he can, if he understands it and can
answer it. To the extent this |line of questioning
i ncl udes questions that counsel for Aqua believes are
| eadi ng questions given the circumstances, we will
deal with them on a question by question basis.

M. Rubin, do you need that question
read back?

THE W TNESS: No, | recall it, thank you.

JUDGE JONES: Good.

THE W TNESS: A Yes, the statement that |
made at the bottom of page 14 and the top of page 15
is largely based on my experience.

BY MR. BAKK:

Q I n maki ng that statement and the
conclusion, did you take into account the Illinois
Local Government Prompt Payment Act that would apply

to sale for resale custonmers |like the County of Lake

131



10

11

12

13

14

15

16

17

18

19

20

21

22

or municipalities?

A No, | did not.

Q And with respect to -- hypothetically, if
there is a statute that would require a unit of | ocal
government to pay its bills within 30 days or
interest would be added to those bills, would that
support or not support your conclusion?

A That woul d support my concl usi on.

Q Okay. Now, with respect to your testinmony,
| draw your attention to Aqua Exhibit 12.0 which is
the rebuttal testinmony of M. Monie, and there | am
tal ki ng about pages 7 and 8 and it would be |ines,
essentially, 151 to 155 of his testimony. And it is
in regard to your allocation. It says, "Wth respect
to the allocation of bad debt expense, M. Rubin
erred, indicating that the expense was all ocated
equally to all customers,” and then referencing AG
Exhi bit 1.0, page 13 at lines 269. "I have allocated
bad debt expense as a customer expense which is
al |l ocated by Customer Equivalent Units which are
based on the size of the meter that each customer has

and adequately takes into account the size of the
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bill for each customer."”

Taking M. Monie's testinony as
accurate, in utilizing a Customer Equival ent Unit
based on the size of the meter of that customer and
t aki ng, for example, the County of Lake that has
si x-inch meters connected to Aqua's water main, does
using a Customer Equivalent Unit nmultiply the effect
of the bad debt expense allocation to the sale for
resale customer?

A | don't really know what you mean by
mul tiply. | mean, you have got a specific nunerical
result if you use Customer Equivalent Units; you

woul d get a different numerical result if you used

some ot her measure. | recommend using the total
bill, and you would get a different number if you did
t hat . But | don't know what you mean by multiply.

Q If the sale for resale customers are

included in the allocation of bad debt expense, then
utilizing the Customer Equivalent Unit will specify
what i nmpact that bad debt expense has for the sale
for resale custoner, will it not?

A Yes, and | show that impact on page 15 of
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my direct testimony in the table that appears after
line 310. The amount of bad debt allocated to sales
for resale custonmers for all of Agqua was $967.

Q Correct. Okay, thank you.

Now, nmoving to just one other topic,
in your direct testimny which is AG Exhibit 1.0, on
page 16, lines 325 through 327, you indicate that --
actually it is 323 to 327 -- that "a reasonable
[imtation should be placed on the maxinum rate
i ncrease for any customer class, and | frequently
have testified that it is reasonable to restrict the
rate of increase to a customer class to no nmore than
150 percent of the system average increase.”

What is the reason for that 150
percent restriction for any customer class?

A The 150 percent restriction is a way to
recognize or to i nplement one of the basic rate
design principles which is usually referred to as
"gradualism "™ Essentially, when you are using the
results of a cost of service study to design rates,
you have to be aware of the effect that you are

havi ng on customers and particularly on customer
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bills. And, for exanple, making one or two changes
in a cost of service study methodol ogy could have a
very significant effect on the results of the study.
And when that occurs, you need to be aware of the
effect you are having on customers and, basically,

i mpl ement a transition process to nmove customers
toward the cost of service but not necessarily get
them there all at once.

So the 150 percent Ilimtation is a way
of implementing that principle, to get there
gradually or through a transitional process.

Q Does it improve or help in creating a
little bit nore uniformty with respect to any
increases between the classes?

A Well, not uniformty as such. Obviously,
if a class were to receive an increase that's 150
percent of the average increase, they would be

receiving an increase that's higher than other

classes. So I wouldn't say -- | wouldn't refer to
as uniformty. | would refer to it as gradualism
Q Okay. And it would also then -- if there

was one class of sale for resale customers that was
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getting more than a 95 percent increase, that would
as a rule would help elimnate that extreme in terns
of the difference between the classes, correct?

A | wouldn't say it would elimnate it; it
m ght nmoderate it to some extent. The 150 percent
l[imtation is based on the customer class as a whol e.
So it would be referring to all sales for resale
customers. There may be individual customers within
the class that would have increases above 150 percent
of average and others who m ght have increases bel ow
150 percent of average. So this limtation is just
based or just applied to the entire custonmer cl ass,
not to individual customers or to individual rate
elements within the class.

Q Under st ood. It is 150 percent of what's
the mean of the class?

A Well, yes, not of the mean but of the -- it
is looking at the total revenues from the class under
present rates conpared to what they would be under
proposed rates.

MR. BAKK: Thank you. | don't have any ot her

questions for this witness.
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JUDGE JONES: Thank you,
Any ot her quest

MS. SATTER: If there is

have no redirect.

JUDGE JONES: Any ot her

M. Bakk.
i ons?

no further cross,

Cross?

MS. SATTER: And | believe we have already

moved for the adm ssion of M.

Rubi n's exhibits.

JUDGE JONES: Let the record show there is no

ot her cross; there is no redirect.

M. Rubin's exh

i bits have been

admtted into the evidentiary record. That concl udes

the exam nati on of M. Rubin.

Thank you, sir.
THE W TNESS: Thank you,
(W tness

MR. LANNON: Your Honor,

You are finished.
Your Honor.

excused.)

this is M ke Lannon in

Chi cago.

If it is possible, | have M. Brian
Allen sitting there handling documents. | would I|ike
to put in some stipulated to exhibits that | believe
there will be no objection to, so we can rel ease
M. Allen back to his regular job.
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MS. SATTER: | have no obj
MR. ROONEY: Nope, no obje

JUDGE JONES: Yeah, we can

ection.

ction.

do that. They do

not pertain to M. Rubin, correct?

MR. LANNON: No, Your Hono

JUDGE JONES: So let's go ahead and | et

M . Robertson put his exhibits i

get to you.

r.

n, and then we will

MR. LANNON: Okay. Thank you, Your Honor.

JUDGE JONES: All right.

MR. ROBERTSON: Thank you

M. Robertson?

Your Honor.

Vi scofan would |like to move for the

adm ssion of testinmony of Viscofan witnesses who will

not be crossed in this proceeding consisting of

Vi scof an Exhibit 1.0, the direct
Ni edent hal filed on e-Docket on
e- Docket nunmber 299266;

And Vi scof an Exhi

testi nony of Mark

August 4, 2011

bit 2.0, the direct

testinony of Robert Stephens filed on e-Docket on

August 4, 2011, e-Docket nunber
Vi scof an Exhi bit

Vi scof an witness Mark Ni edent hal

299268;

3.0, the affidavit of

which wi ||

be fil ed

138



10

11

12

13

14

15

16

17

18

19

20

21

22

on e-Docket probably tonorrow,

And Vi scofan Exhibit 4.0, affidavit of
Vi scof an wi tness Robert Stephens which will also be
filed on e-Docket tonorrow;

And Viscofan would also Iike to nmove
for the adm ssion of cross exhibits in lieu of cross
exam nati on of Company witness Monie and Staff
wi t ness Boggs, and | believe those have been
stipulated to their adm ssion prior to this.

And we woul d present Viscofan Cross
Exhibit 1 which is a data response of Aqua Illinois
to Viscofan dated Septenmber 20, 2011, and numbered on
t he document Viscofan 1.02;

Al so Viscofan Cross Exhibit 2 which is
a data response of Aqua Illinois to Viscofan dated
September 20, 2011, consisting of two pages and
numbered on the document Viscofan 1.03;

I n addition Viscofan Cross Exhibit 3.0
which is a data response of Aqua Illinois to Viscofan
dated Oct ober 19, 2011, consisting of one page and
numbered on the docunment as Viscofan 3.01;

And finally Viscofan Cross Exhibit 4.0
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submtted in lieu of cross of Staff witness Boggs
which is a data response of Staff to Viscofan

consi sting of one page and numbered on the document
Viscofan 1-1.

JUDGE JONES: Now, when you refer to those
docunments as, for exanple, Viscofan Exhibit 1.02, is
t hat the data request nunber that you are referring
to?

MR. ROBERTSON: Yeah, data request nunber.
am sorry.

JUDGE JONES: Thank you. Any objection to the
adm ssion of any of those?

MR. ROONEY: None.

MR. LANNON: None from Staff.

JUDGE JONES: Let the record show those
Vi scofan exhibits are admtted into the evidentiary
record at this time. As noted, it is subject only to
the filing of affidavits for them That would be
Exhi bits 1.0, 2.0, both filed on August 4, 2011.
Viscofan is given | eave of 14 days to submt the
affidavits to be marked as 3.0 and 4.0 that

correspond to those testinmony exhibits just
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referenced.
Then in addition Viscofan Cross
Exhibits 1, 2, 3 and 4 are noved into the evidentiary
record at this time. Are those going to be filed on
e- Docket ?
MR. ROBERTSON: Yes, Your Honor.
JUDGE JONES: Those will be filed on e-Docket
and |l eave is given to make that filing within 14
days.
(Wher eupon Viscofan Exhibits
1.0, 2.0, 3.0, 4.0 and Viscofan
Cross Exhibits 1, 2, 3 and 4
were admtted into evidence.)
JUDGE JONES: Anything further with regard to
t he Viscofan evidence?
MR. ROBERTSON: Thank you, Your Honor.
JUDGE JONES: Let the record show there is not.
Al'l right. Thank you, M. Robertson.
Al'l right. M. Lannon, do you want to
pi ck up where you left off?
MR. LANNON: Thank you, Your Honor.

If M. Allen could hand out what |
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believe are the only four remaining financial type of
exhibits and then there is one response to Burnma
Jones' data request.

JUDGE JONES: s that the same material that
was circulated by e-mail this norning?

MR. LANNON: Yes, that's correct, Your Honor.

JUDGE JONES: Is it the plan to make those
filings on e-Docket?

MR. LANNON: Yes, Your Honor. We will do that
either this afternoon or tonmorrow.

JUDGE JONES: All right, thank you. And did
you say these are being put in as exhibits to which
there are no objections?

MR. LANNON: That's nmy understanding, Your
Honor .

JUDGE JONES: Why don't you go ahead and wal k
us through those exhibits?

MR. LANNON: Okay. The first one which will be
called or | abeled Staff Cross Exhibit 3 is a two-page
document entitled Federal Reserve Statistical Release
and dated October 17, 2011.

Next we have a Baird Equity Research
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Document. This is a multi-page document dated

September 20, 2011. Label this Staff Cross Exhibit

4.

Next is a Fitch Ratings or Fitch
Eval uates Utility ROE Trends. | am | ooking for the
date on that. It is August 17, 2011. Label that

Staff Cross Exhibit 5.

Then we have a Janney Montgomery Scott
| ndustry Report dated February 24, 2009. That's a
mul ti-page document, and we will |abel that Staff
Cross Exhibit 6.

Finally, Your Honor, and we will | abel
this Staff Cross Exhibit 7, is the Conpany's response
to Staff Data Request ECJ-2.01 and attached to the
Conpany's response are three Conmpany conpensation
type pl ans. It's a multi-page docunment, al so.

JUDGE JONES: Was that one sent around this
morni ng by e-mail, too, or not?

MR. LANNON: Yes, Your Honor.

JUDGE JONES: And you will be filing that on
e- Docket; is that the intent?

MR. LANNON: That's correct, Your Honor.
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JUDGE JONES: Are you offering those into the
evidentiary record at this time?

MR. LANNON: Yes, | would like to move them
into the record, Your Honor.

JUDGE JONES: Thank you.

Are there any objections to the
adm ssion of those five Staff Cross Exhibits 3
t hrough 77

MR. ROONEY: None.

JUDGE JONES: Let the record show there are
not. At this time let the record show that | CC Staff
Cross Exhibits 3, 4, 5, 6 and 7 are hereby admtted
into the evidentiary record.

(Whereupon I CC Staff Cross
Exhibits 3, 4, 5, 6 and 7 were
admtted into evidence.)

MR. LANNON: Thank you, Your Honor, and thank
you, Brian.

MR. ALLEN: Sure. You are welcone.

JUDGE JONES: Regar di ng scheduling we hereby go
off the record briefly.

(Wher eupon there was then had an
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of f-the-record di scussion.)
JUDGE JONES: Back on the record.
Let the record show we hereby take a
break for lunch until 2:30. See you then.
(Wher eupon the hearing was in

recess from1:30 to 2:30 p.m)
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AFTERNOON SESSI ON
JUDGE JONES: Back on the record.

It appears that next up on the witness
list is Staff witness M. Boggs. | s that correct,
Ms. Cardoni ?

MS. CARDONI: Yes, that's correct.
JUDGE JONES: Do you call himat this time?
MS. CARDONI: Yes, we do. Staff calls
Chri st opher Boggs.
JUDGE JONES: First please stand and raise your
ri ght hand to be sworn.
(Whereupon the witness was duly
sworn by Judge Jones.)
JUDGE JONES: Thank you. Pl ease be seat ed.
CHRI STOPHER BOGGS
called as a witness on behalf of the Illinois
Comerce Comm ssi on, having been first duly sworn,
was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MS. CARDONI
Q Good afternoon, M. Boggs. Wuld you

pl ease state your name for the record and spell your
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[ ast name.

A Chri stopher Boggs, B-O-G G S.

Q VWho i s your enployer and what is your
busi ness address?

A | am empl oyed by the Illinois Commerce
Comm ssion, 527 East Capitol Avenue, Springfield,

[1linois 62701.

Q And what is your position at the Illinois

Commerce Comm ssion?

A | am a rates anal yst.

Q Did you prepare written exhibits for
subm ttal in this proceeding?

A. Yes.

Q Do you have before you a docunment which has

been marked for identification as Staff Exhibit 4.0

consisting of a cover page, table of contents, 56
pages of narrative testinony and it is entitled
Direct Testinony of Christopher Boggs?

A Yes.

Q Did you prepare that document for
presentation in this matter?

A. Yes.
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Q Do you also have before you a docunent
whi ch has been marked for identification as |ICC Staff
Exhi bit 9.0R which consists of a cover page, 38 pages
of narrative testimny, Schedules 9.1R through 9. 4R,
9.5 and 9.6 and is entitled the Revised Rebuttal
Testinony of Christopher Boggs?

A Yes.

Q Did you prepare that document for
presentation in this matter?

A Yes.

Q Do you have any corrections to make to I CC
Staff Exhibits 4.0 or 9.0R?

A Yes, | have three small corrections to make
to Staff Exhibit 9.0R.

Q Coul d you wal k us through those at this
time?

A Sur e.

On page 7, line 122, line 122 begins

"Customers."” "I conclude that customers in the
Candl ewi ck, Fairhaven, |vanhoe" and, therefore, |
want my correction as ", WI Il owbrook and Vermlion

Divisions." So | just want to insert a comma after
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| vanhoe and insert WII| owbrook

Q Thank you.

A Okay. The second correction would be on
page 8, line 149. It states, "The customers of
| vanhoe, Ravenna and Hawt horn Whods." | want to

remove the word "lvanhoe" from that sentence.

Q Okay.

A And then on page 9, line 161, "Finally,

W | | owbr ook”™ and | want to insert "and |vanhoe
customers would face only a slightly |arger
i ncrease. "

Q Thank you, M. Boggs.

Wth the additions, with those three
changes, is the information contained in |ICC Staff
Exhibits 4.0 and 9.0R true and correct to the best of
your knowl edge?

A Yes.

Q If I were to ask you the same questions as
set forth in Staff Exhibits 4.0 and 9. 0R, would your
responses be the same today?

A Yes.

MS. CARDONI : Your Honor, at this time | nove
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for adm ssion into evidence what has been marked as
Staff Exhibits 4.0 and 9.0R and the additional
schedule. | note for the record that those documents
were filed on e-Docket on August 4 and October 20,
2011.

JUDGE JONES: Thank you. Any objections to the
adm ssion of those evidentiary itenms?

MR. ROONEY: None from Aqua.

JUDGE JONES: Let the record show there are
not .

Let the record further show that the
testinony and exhibits sponsored by M. Boggs are
hereby admtted into the evidentiary record.

(Whereupon I CC Staff Exhibits
4.0 and 9.0R were adm tted into
evi dence.)

JUDGE JONES: Ms. Cardoni, are you going to
refile the 9.0R with those corrections? Was that
your plan?

MS. CARDONI : | wasn't planning on it, but if
it is your preference, | am happy to do so.

JUDGE JONES: That would actually get the
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corrections right in the text.

MS. CARDONI : Okay. Il will refile those today.

JUDGE JONES: All right. Anybody have an
objection to that?

(No response.)
The exhibits you file will be
identical to what was previously filed except for
t hose corrections, is that correct?

MS. CARDONI : Yes.

JUDGE JONES: Let the record show those
exhibits are admtted and |leave is given to Staff to
file 9.0R in the version as reflecting the further
corrections that were made on today's date. Leave of
seven days is allowed for that purpose.

MS. CARDONI : Thank you, Judge.

JUDGE JONES: W Il that filing reflect -- what
date will be reflected on that filing on the face of
it?

MS. CARDONI : | would like it to reflect
today's date, if | can make the changes and get it
filed today.

JUDGE JONES: Okay. Any objection to that? So
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the date that's on there now, September 29, will be
replaced by the current date.
| believe that's it then for
M. Boggs. Anything else before --
MS. CARDONI : | don't have anything else for
M . Boggs.
JUDGE JONES: Does anybody el se before he is
excused?
(No response.)
That concludes the questioning of
M. Boggs. Thank you, sir, you may | eave the w tness
st and.
(W tness excused.)
| believe the next step will be
M. Monie, is that correct?
MR. ROONEY: That's correct, Your Honor.
JUDGE JONES: And will you call himat this
time?
MR. ROONEY: | just want to confirm he is on
the |ine. | amtold he is. M. Monie?
THE W TNESS: Yes.

MR. ROONEY: Thank you. Then, Your Honor, Aqua
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would like to call David R. Monie to the stand.

JUDGE JONES: Sir, please raise your right hand
to be sworn.

(Whereupon the witness was duly
sworn by Judge Jones.)

JUDGE JONES: All right. Thank you.

M . Rooney?
MR. ROONEY: Thank you, Your Honor.
DAVI D MONI E
called as a witness on behalf of Petitioner Aqua
Il 1inois, having been first duly sworn, was exam ned
and testified as follows:
DI RECT EXAM NATI ON

BY MR. ROONEY:

Q M. Monie, could you please state your name
and spell it for the court reporter.

A David Monie, M-O N-1-E.

Q M. Monie, do you have before you three
documents, the first of which is direct testinmony,
your direct testinony that was filed on e-Docket on
April 6, identified as Agqua Exhibit 6.0 with attached

Schedules 6.1 through 6.4?
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A | have themin front of ne.

Q Do you al so have before you your rebutta
testinony filed on e-Docket on September 1, 2011,
identified as Agqua Exhibit 12.0 with attached
Schedules 12.1 through 12.3?

A Yes, | do.

Q And finally do you al so have before you
surrebuttal testimny which was filed on e-Docket on
October 11, 2011, identified as Aqua Exhibit 16 al ong
with attached Schedules 16.1 through 16.57

A | have those docunents in front of nme.

Q M. Monie, were those documents prepared by
you or under your direction?

A Yes, they were.

Q And if | asked you the questions contai ned
t herein, would your answers be the sane?

A Yes, they woul d.

MR. ROONEY: Thank you very much. Wth that,
Your Honor, | would move for the adm ssion of the
identified direct, rebuttal and surrebuttal testinmony
of M. Monie as well as the attached exhibits, and

offer M. Monie for cross exam nati on.
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JUDGE JONES: Thank you. Are there any
objections to the adm ssion of those testinmonies and
exhi bits sponsored by M. Monie?

MR. BAKK: No obj ecti on.

JUDGE JONES: Let the record show those
exhibits are admtted into the evidentiary record.
The 6.0 series was admtted as filed on April 6,
2011. 12.0 is admtted as filed on September 1,
2011. 16.0, including attached schedules, is
admtted as filed on October 11, 2011. Adm ssion of
t hose exhibits includes the attachments thereto.

(Whereupon Aqua Exhibits 6.0,
6.1, 6.2, 6.3, 6.4, 12.0, 12.1,
12. 2, 12.3, 16.0, 16.1, 16. 2,
16. 3, 16.4 and 16.5 were
admtted into evidence.)

JUDGE JONES: | believe there is cross
exam nation for M. Monie. s that still the case?

MS. SATTER: Yes.

MR. BAKK: Yes, Your Honor.

JUDGE JONES: \Who wishes to go first?

MS. SATTER: | am happy to. Shall | begin?

155



10

11

12

13

14

15

16

17

18

19

20

21

22

JUDGE JONES: Pl ease do.

CROSS EXAM NATI ON

BY MS. SATTER

Q Good afternoon, M. Monie. My nane is
Susan Satter. | am representing the People of the
State of Illinois.

A Good afternoon.

Q Now, in your testimny you recomend
consolidation of the rate areas for Aqua's operations
in Illinois, is that right?

A That's correct.

Q And is it correct that the total number of

residential customers subject to consolidation is

about 24,700? | am taking that from your Exhibit
12.1 Table 9 which has the billing determ nants.

A Yeah, | under st and. Let me just double
check that.

Q Yeah.

A Now, when you say 12.1 Table 9, are you

referring to all three groups or the two groups, the
Uni versity Park group and the other group?

Q Well, et me ask you about the Consoli dated
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group. You have Consol i dated Water?

A That is correct. Consolidated Water on
Table 9 shows the bills as being for residential
189,625 or for the consolidated group, Verizon, plus
82,071 billed for the rest of the consolidated group.
That does not include University Park.

Q Okay. So it excludes University Park. And
t hen you went through those two nunbers. So what's
the total ?

A A total of 100 -- let me just add them up.
271,696 bills. | f you divide that by 12, you get
about 22,641. That m ght be skewed a little bit
because the Fairhaven under present rates was being
billed based on quarterly bills rather than monthly
bills.

Q Okay. So it mght be a tad |ow, is that
right?

A That m ght be a tad |ow, correct.

Q And do you know how many districts Aqua has
ot her than the one subject to consolidation and
University Park in Illinois?

A Are we tal king water now?
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O

>

Q
A

awar e of

Q

custonmers there are

Yes, let's just focus on water

for now.

Ri ght. They have the Kankakee divi sion.

Is that the only one?

That's the only one that | amc

urrently

And do you know how many residenti al

| east as of the | ast rate case?

A

| knew that as of the | ast rate

is a substantially-sized division, but I

the exact number of custonmers.

Q
i's about

A

Q

Woul d you accept subject to che

25,000? Does that sound right t

Yeah, that's my recollection.

So essentially in this docket

in the Kankakee district or at

case. It

don't recall

ck that it

0 you?

Aqua is

proposing to consolidate | ess than half of the

resi dent

A

Q

ial customers into one district?

That would be a fair statenment

Okay. And then do you know i f

to make.

t he Company

pl ans to then consolidate into the Kankakee district

so t hat

A

there is one for the whole state?

It's my understanding,

based on
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conversations with Conpany officials, that the plan
at the moment is to consolidate all of the divisions,
wat er divisions, including Kankakee, into one
consol i dated company and power group at some point in
the future, probably when Kankakee wants to come in
with another rate increase.

Q Do you know why Kankakee was not included
in the consolidation?

A No, | do not.

Q Now, woul d you agree that one effect of

consolidation generally is to snmooth out the rate

effects of large investments by the utility in small
areas, in smaller districts?
A. One of the effects of consolidation is to

allow for increases in capital investments in all
divisions to be as you say -- | don't know if

smoot hed out is the correct term  Sometimes it is
the result of small divisions, having worked on that,
was because of the smaller number of customers and
the small division would enable the Conpany to
provide those capital improvenments at a cost per

custonmer that's | ower. Of course, no matter where
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the capital improvement is made, if a larger capital

i mprovenent is made in a |l arger conpany, then, of
course, the smaller company will also share in paying
for the costs of those capital inmprovenents.

Q But because there are nore customers to
spread the cost over, you would expect the per unit
cost to be sonewhat less, is that fair?

A The per unit -- | amnot sure | understand
t he question. Can you either rephrase it or --

Q | said, because consolidation allows the
recovery of investment over nmore customers, would you
expect the per unit costs under consolidation to be
| ess than the unit costs if you had several separate
small districts?

MR. ROONEY: | just have a questi on. Do you
mean per unit?

MS. SATTER: Per custonmer, | should say.

MR. ROONEY: Bill impact as opposed to cost of
the investment, right?

MS. SATTER: Thank you. | meant per custonmer.

THE W TNESS: A.  Well, it depends. | n ot her

words, if there was one particular capital investment
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made, | woul d agree that that capital investment
woul d have |l ess of a per unit effect on a
consol i dated group than on a stand-al one group of any
si ze.

However, if there was a capital
program for, say, an entire year and there were
capital improvements made in more than one division,
then the fact that there are capital inmprovements
made in all divisions, there may not be nmore of a --
or lots of an effect on a toll per unit because there
is a lot of capital inprovements that may be made in
all divisions. So it depends.

But on one capital investment, on each
and every capital investnment, it is spread out anong
more units.

BY MS. SATTER

Q Do you think that customers in smaller
districts could be expected to realize nore benefits
from consolidation than customers in |arger
districts?

MR. ROONEY: And just for purposes -- the

di vision, you are tal king about each of the
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di visions; they don't call it districts.

MS. SATTER: Oh, they call it divisions?

MR. ROONEY: Right.

MS. SATTER: Okay, divisions, districts, yeah.
You are saying division is the appropriate tern?

MR. ROONEY: That's how it is referred to in
the testinony.

BY MS. SATTER

Q Can you answer the question?

A Sure. The customers in smaller divisions
can and many times do benefit from capital
i mprovenments in their division, having those spread
out among customers in |arger divisions, but it is
not al ways 100 percent the case.

Q Okay. | f you can just refresh your
recollection, were there any divisions other than
Uni versity Park subject to this case that you were
not proposing be consoli dated?

A And | assunme, by subject to this case, that
excludes Kankakee. And if that's the case, ny
proposal s consolidated eight of the remaining nine

di vi sions, eight of the nine divisions associ ated

162



10

11

12

13

14

15

16

17

18

19

20

21

22

with this case, with University Park being the
outlier.

Q Okay. And so your proposal was to nove the
customers in those eight divisions to the same

customer charge and the same usage |evels, right?

A That's -- usage |evels? Do you mean usage
rate?

Q | am sorry, usage rates, you are correct.

A That's correct.

Q And so the size of the increase per
di vi si on depends on the present rates per division,
right?

A Yes, it does.

Q And the present rates in these various
divisions are currently different, correct?

A That's correct.

Q Okay. Do you recall that the current rates
in Kankakee are | ower than the $15 you recommend in
this case?

MR. ROONEY: Are you saying the current
customer charge in Kankakee?

Q | am sorry. Let me clarify that.
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Is it correct that the current
customer charge in Kankakee for both five-eighth and
t hree-quarter inch meters is |less than the customer
charge for five-eighth and three-quarter inch meters
t hat you recommend in your testinony?

A | really can't answer that question. I
haven't reviewed the recent rates and whether with
QI PS what the actual rate is in the Kankakee division
as it currently stands.

Q Okay. Now, do you agree that rate shock is
one of the considerations that the Comm ssion
considers in regard to consolidation proposal s?

A Yeah.

Q Now, you in your testinony, in your
rebuttal testinony specifically, you use the term
"unbear able rate shock"?

A That's correct.

Q Did you consi der unbearable rate shock in
maki ng your recommendation?

A | did.

Q And what do you mean by unbear abl e?

A. | mean that there are some customers and
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some customer groups that could theoretically get
what woul d normally be considered a | arge percentage
i ncrease but because of circunstances, even though
they get a |l arge percentage increase, in my opinion
it would be bearable to those customer groups. There
al so may be other benefits that are accruing to those
customer groups such as future capital inprovements
in the future that will be eased out, plus there may
be a higher or a very high rate increase required for
those other districts anyway on a stand-al one basis.

Q Did you consider the income |evels in any
of the areas where the increases would take effect in
your assessment of what's bearabl e?

A | did not check into the actual income
| evel s. | know that some of the proposed increases
woul d be in what woul d be considered upscal e
communities and some would not. But, you know, |
didn't physically check into what the medi an
househol d i ncome or anything |like that would be in
one area or another.

Q Did you review unenmpl oyment rates?

A. No, | did not.

165



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Did you investigate the proportion of
people on fixed incomes?

A No, | did not.

Q And did you | ook at the percentage of
senior citizens in a particular area subject to
i ncreases?

A No, | did not.

Q Now, woul d you agree with me that your
Schedul e E-7 shows the size of the increases that you
proposed initially on different customer usage
| evel s?

A That's correct.

MS. SATTER: Okay. And for the record the
schedul es are not ordinarily part of the record
unl ess they are offered into evidence. So | would
like to offer into evidence the Schedules E-7 which
is Schedule E-7.2 through E-7.10.

|s there any objection? | do have
copi es.

MR. ROONEY: There is no objection.

MS. SATTER: | f you want, you can take a | ook

at it and then we can talk about it maybe at the end
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of cross.
MR. ROONEY: Do you want to mark that as AG
cross exhibit?
MS. SATTER: Let's mark that as AG Cross
Exhi bit 3.
(Whereupon AG Cross Exhibit 3
was presented for purposes of
identification as of this date.)
BY MS. SATTER
Q Now, M. Monie, in addition to there being
different size increases for the different divisions,
isn't it also true that customers within a division
wi Il experience different sized increases, depending
on their meter size?
A Sure, depending on their meter size and
usage.
Q Okay. So is it correct that the difference
bet ween, for example, five-eights inch meter and
t hree-quarter inch meter, etcetera, that the
difference in those prices are based on Anerican
Wat er wor ks Associ ation meter ratios?

A. That's correct. | used the same ratios

167



10

11

12

13

14

15

16

17

18

19

20

21

22

that the Vermlion division had in effect which was
accepted by the Illinois Commerce Conmm ssion in the
| ast Verm |lion case.

Q And isn't it true that in at |east sone of
t he divisions subject to consolidation the existing
rate for the various neter sizes does not reflect the
AWM meter ratio currently?

A Excuse me, | am sorry. | thought you had
finished. Did you finish?

Q Yes.

A Yeah, that's correct, that some of the
di visions did not have the AWM ratios in effect.

Q And so for customers with |arger meters,

t hat woul d be three-quarters inch meters and | arger,
t hose customers will see a |larger increase in their
met er charge than customers who have five-eighths
inch meters, isn't that right?

A Yes, there were some divisions that would
have hi gher increases for the |larger meter sizes than
for a five-eighths inch meter customer.

Q Okay. Now | would like to direct your

attention to the response to the second data request
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of the Attorney General that would be AG 2.1, 2.3,
2.4 and 2.6, and | amgoing to mark the responses to
t he support, AG 2.01 support, as AG Cross Exhibit 4,
and | am going to tender a copy to the attorney.
(Wher eupon AG Cross Exhibit 4
was presented for purposes of
identification as of this date.)

THE W TNESS: Coul d you give me those nunbers
one nmore time, the AG numbers?

MR. ROONEY: It is 2.01, 2.03, 2.04, 2.06.

JUDGE JONES: Does Staff counsel have copies of
t hese?

MR. LANNON: No, Your Honor.

MS. SATTER: | have got it. So, however you
want me to forward it. Maybe after we finish the
guestion we can forward it to them by fax or
what ever . Do you have all the responses to data
requests? Can you pull them up?

THE W TNESS: | am getting those particul ar
ones. | am still | ooking to bring the second two up.
| have the second one up out in front of me.

MS. SATTER: If it would be more econom cal
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maybe | can hold this and fax it or send it somehow.

THE W TNESS: E-mail it.

MR. ROONEY: Do you have your conputer handy?

THE W TNESS: Yeah.

MR. ROONEY: Il will -- all right. Il will copy
and paste the information we are | ooking for.

THE W TNESS: | am sure that | can bring it up,
but that woul d be appreciated.

MS. SATTER: Okay. Well, then let's talk about
t hat . Shall we nmove on or do you want me to wait?

THE W TNESS: Sur e.

MS. SATTER: Okay.

JUDGE JONES: Staff counsel, are you okay
with --

MR. LANNON: Your Honor, | think we are
accessing it right now through a shared drive.

We are okay, Your Honor. W have it.

JUDGE JONES: Thank you.

MR. ROONEY: M. Monie, | just sent the e-mail
with the four documents. They are the attachments to
the DR responses.

THE W TNESS: Ri ght .
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BY MS. SATTER

Q And, M. Monie, do you know under what
circunstances meters are changed or meter sizes are
changed for residential consumers by one size would
be chosen rather than another?

A No, | do not.

Q Okay. And would you agree with me that the
responses that | -- that M. Rooney sent to you show,
let's start with AG 2.01.

A Okay.

Q For Candl ewi ck, that the nunber of
five-eighths inch meters has been declining going

from961 in 2007 to 261 in 20117

A That's -- | mean, | agree that that's what
this shows. | don't believe |I was the witness for
t his. | didn't prepare this docunment.

MS. SATTER: Oh, okay, okay. Then maybe | wil
just move for its adm ssion as a Conmpany data request
response if M. Monie doesn't have comment on it.

MR. ROONEY: Okay.

BY MS. SATTER: All right. Then I will put

171



10

11

12

13

14

15

16

17

18

19

20

21

22

t hat asi
Q
guestion
Conpany
per cent
A
Q
revenue?
A
and cert
Q
your reb
correct
A
Q
A
Q
A
Q
A
Q
results?

de.
Now | want to ask you nore general
s. The total increase requested by the
in this case, do you agree that it is 22.74
on surrebuttal ?
It is very close to that, yes.

And it is about $4 mllion increased

Let me just pull nmy surrebuttal testinony

ainly in round numbers it is that.

Okay. And | ooking at your -- let's go to
uttal testinony, 12.1, Table 12. s it
t hat - -

Table 12.1, Table 12.
Yeah.
That's my rebuttal testinony.

Yeah. Are you there?

Yeah, | am t here. You want Schedule 12.17?
Yeah.
Okay. | have that in front of me.

And is that your cost of service study
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A Yes, Table 12 on Schedule 12.1 is the cost
of service results, a sumnmary of it, yeah.

Q And that shows the interclass cost of
service as well as the collection of revenue from

class to class, is that correct?

A That's -- yes, that's correct.
Q | am going to ask you to just describe how
this schedule works. There are three, | guess four

bl ocks of numbers, is that right? You have the first
says cost of service amount and percent?

A Yeah.

Q Can you explain what that is? |Is that
under -- is that the cost of service pursuant to your
cost of service study?

A That is correct. That is the cost of
service as determ ned on Table 7 which is the basic
summary of the cost of service study cal cul ati on. So
the first group of numbers on Table 12 were devel oped
on Table 7 and represent the cost of service broken
down by the customer classes.

Q So that's based on your study?

A. That's correct.
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Q And i s that based on the requested revenue
requi rement ?

A On Table 12, that's based on the rebuttal
position of the Company for revenue requirement.

Q Okay. So that's the rebuttal revenue

requi rement. And then the percent, what is the
percent ?
A That's the percent of total revenues for

each of the individual rate groups.

Q So would that be the percent of Conmpany
revenues that that class is responsible for
produci ng?

A That's the percentage of the cost of
serving those individual customer classes of the
overall revenue requirement of the Conmpany.

Q Okay. So if the total revenue requirenment
is 22,250,000, then, for exanmple, the residentia
class is responsible for 56.0 percent of that, right?

A Ri ght, or 12,000,462 is what the cost of
serving the residential class calculates to be.

Q Okay. Then the second set of colums, the

pro forma present, is that under current rates?
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A That's correct. That's what the rate now
woul d be under present rates.

Q And then the third, pro forma rebutta
amount and percent, is this the amount that you are
recommendi ng be recovered from each custonmer cl ass?

A That's correct. That's what my recomended
tariff design on my rebuttal position was for each
customer cl ass.

Q So that shows that the residential cost of
service is $12,462,325, right?

A That's correct.

Q But you are recomendi ng that the
residential class produce $12,962,771, right?

A $12,962, 771.

Q So that's a difference of about $500, 0007

A Yes, it is.

Q Okay. And is it also correct that the
commercial customers are also producing -- are being
asked to produce nore than their cost of service?

A Yes, that's a fair statement to make.

Q And that's about $220, 000?

A. Yeah, that's close, round nunbers, a few
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t housand nore now.

Q Yeah, 223,401 if you have a cal cul ator?

A Yes, | will accept that.

Q Or subtract it. And for |arge industrials
we show that there is a cost of service of
$1, 430,892, right?

A That's correct.

Q But they are only being asked to produce
$709, 753, right?

A That's correct, except that -- let nme just,
except that that 709,000 does not include a
relatively small ampunt for the customer charge that
the | arge industrial customer pays. But that was
i nadvertently included in the general industri al
class part of the $1,301,973. But that is relatively
m nor .

Q ls it true --

A So in general your question is, | mean,
your statenment is correct.

Q Okay. So then is that class for one
customer only?

A The only 12 that anybody is on would
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qualify could be in that class, but there is only one
customer that's in that class right now and that's
Vi scof an.

Q So in the event that another customer had
usage at that |evel, they would be able to take
advant age of that rate, is that right?

A They m ght be able to. That would be up to
t he Conmpany. But it is my understanding that they
woul d. Although there are some particul ar reasons,
since there is only one customer in that class and
only likely to be one customer in that class
certainly for the foreseeable future, there were
uni que reasons why ny proposal was not to bring that
customer class closer to cost of service that may not
be appropriate for other customers that m ght join
on.

Q And in fact this custonmer pays |less than
hal f of your allocated cost of service, correct?

A Approxi mately half, yes.

Q So while -- if we were to | ook at the cost
of service for the residential and the commerci al

cl asses only as the guide for the increase, their
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overall increase would be about $720,000 less than is
bei ng proposed in this case?

A | am not sure | understand your question.
| f what you are saying is that if all -- if al
customer classes were to have revenues derived from
them equal to their overall cost of service, then
t here would be about, what did you say, $700, 000 | ess
revenues received fromthe residential and commerci al
cl ass. s that your question?

Q Yes, thank you.

A And if that's your question, then that's a
correct statenent.

Q So when we | ook at the 22, 23 percent
overall revenue increase being requested in this case
and conpare it to the larger increases being paid by
some customer groups, this goes to explain that
i ncrease, that discrepancy, would you agree with
t hat ?

A Coul d you pl ease repeat that question? |
really didn't understand it.

Q Okay. The fact that there is about

$720, 000 of industrial cost of service being paid by
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commercial and residential, does that explain why the
commercial and residential customers are receiving an
increase that is higher than the overall cost of
service for thent

A Well, you would also have to throw private
fire protection into that group because private fire
protection, as you can see, is getting also about
$370, 000 | ess -- producing, you know, $370,000 |ess
revenue that has to be made up by the other custonmer
classes. And since public fire protection is very
close to its overall cost of service, maybe $30, 000
more, and sales for retail are very close to its cost
of service, that, the $370,000 in private fire
protection, is also being made up by the other
customer cl asses.

Q So when all is said and done, there is
about a mllion dollars that customers -- that sone
customers are absorbing over what you have all ocated
as their cost of service?

A That's correct. And sonme customers have a
total aggregate of a mllion dollars less than their

cost of service.
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Q Ri ght, right. Have you consi dered or
cal cul ated by what percentage amount this pushes up

the rate for any customer group?

A | don't think I understand the question.
You said "this.” Can you explain "this"?
Q The $1 mllion shift fromthese two groups

to other groups?

A | did not calculate it. | did not
cal cul ate what that percentage would be, no.

Q But it certainly pushes up the rate
relative to what it would be without this shift of $1
mllion, correct?

A Right. As | have responded, certainly the
resi dential and commercial customers, to a small
extent regular industrial customers other than the
| arge industrial customer, are paying nmore money than
they would if the rates were designed at 100 percent
cost of service.

Q Okay. Now | would like to shift your
attention to the Table 12 for the individual
di visions, and | believe you only produced those in

your Schedule 6.1. That is in connection with your
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direct.
A Okay. That's correct.
Q So if you can just turn to Schedule 6.1

Tabl e 12 for Candl ewi ck?

A Yep, | have -- let me just get to Table 12.
Tabl e 12 for Candl ew ck, yes. | have it in front of
me.

Q | would |ike you to | ook at the last |ine,

Total Revenues. And my question to you is, is it
correct that the Candl ewi ck division is being asked
to produce more than its allocated cost of service,
produce in revenues nore than its allocated cost of
service?

A That's correct.

Q And can you just tell us how nuch, what the
dollar figure is?

A Oh, it's the difference between $1, 349,870
which is what the rates would calculate to under the
proposed rates for them and $1, 024,547 which was
their cost of service.

Q Okay. And now can you turn to Fairhaven?

A Certainly.
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Q Again this is Table 12, Schedule 6.1. And
is it correct to say that they are being -- this
division is being asked to produce nore than its cost
of service being the difference between 118,241 and
79, 7947

A That's correct.

Q And as we go through these Table 12s, if
t he amount under pro form amount is higher than the
amount in the first colum, then that shows that that
particul ar division is paying nore -- is being asked
to pay nmore than its allocated cost of service,
right?

A Ri ght . It is being asked if they pay nore
than its revenue requirement on a stand-al one basis
which is what the allocated cost of service was based
on for each of these divisions.

Q Now, | believe in your rebuttal testinony
you tal ked about the Staff request that the Conmpany
produce a cost of service study based on coinci dent
peak as opposed to non-coincident peak?

A That's correct.

Q And did you produce a document showi ng the
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effect of using coincident peak?

A Yes, | prepared a cost of service study
t hat used coi nci dent peak.

Q s your 12.1 exhibit, particularly the
Tabl e 12, does that reflect coincident peak?

A Yes, it does.

Q Would it be correct to say that there were
not significant differences in the results of your
cost of service study using non-coincident peak and
coi nci dent peak?

A That would be a fair statement to make.

Let me just add to that. Actually, fire protection
revenues increased, you know, the nost by using

coi nci dent peak versus non-coincident peaks, and they
m ght be categorized as at |east more than de

m ni mus. But the other customer classes, one too was
spread over -- it wasn't a large difference. That
woul d be a fair statement.

Q So you said the fire protection revenues
i ncreased the nost using coincident or
non-coi ncident? | am sorry.

A Usi ng coincident peak over using
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non-coi nci dent peak.

Q So that means the rate for fire protection
woul d i ncrease, is that right?

A That's correct.

Q So it was about a ten percent difference,
woul d that be, between using coincident and
non-coi nci dent peak?

A That would be the difference you are saying
between -- let me just make sure that we are apples
and appl es here.

Q In the fire protection revenues.

A Yeah, | understand what you are sayi ng.
just am now turning to the document just to make
sure.

Okay. Table 12 of my original filing
that's in Schedule 6.1, public fire protection
revenues woul d have been $2,042, 000 or $43,000 in
round numbers. Under my rebuttal testimony they
woul d be $2, 254,000 in round numbers. There was a
little bit of a reduction in overall revenue
requi renment between the Conpany's filed position and

their rebuttal position, so. But it is about 200 --
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yeah, about ten percent. That's a fair statement to
make.

Q Do you recall whether you changed the fire
protection charge as a result of this in your
recommendati on?

A Yes, | did.

Q And finally did you do an analysis to
determ ne what the rate effect would be had the
Vi scofan rate been set at cost of service instead of
at less than half of cost of service?

A | did not do an anal ysis. But as we j ust
went through, it would have been about $700, 000 that
woul d have been a reduction in all the other customer
cl asses conbi ned. But | didn't do an actual analysis
of what that would be.

MS. SATTER: Okay, thank you. | have no
further questions. | would like to nove for the
adm ssion of AG Cross Exhibit 3 and AG Cross Exhibit
4. Again, AG Cross Exhibit 3 is sinply schedul es
t hat are not automatically part of the record.

MR. ROONEY: No obj ecti on.

JUDGE JONES: And whi ch schedul es were those?
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Do we have them here?

MS. SATTER: It is Conpany Schedule E-7.2
t hrough E-7.10.

MR. ROONEY: And these are the monthly bill
compari sons, Your Honor, that were submtted with the
Conpany's initial filing.

JUDGE JONES: Thank you. Are there any
objections to the adm ssion of AG Cross Exhibit
Number 37

MR. ROONEY: None.

MR. LANNON: None, Your Honor.

JUDGE JONES: Let the record show AG Cross
Exhi bit Number 3 is hereby admtted into the
evidentiary record. The first page of that says,
anong ot her things, Aqua Illinois, Inc., Candlew ck
water rate case, Schedule E-7.2.

(Wher eupon AG Cross Exhibit 3
was adm tted into evidence.)

JUDGE JONES: Are there some other --

MS. SATTER: Yes, and then AG Cross Exhibit
Number 4, being the responses to certain data

requests.
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MR. ROONEY: It shows the number of customers
t aki ng under different meter sizes with different
di vi sions, and the Conpany has no objection to that.
JUDGE JONES: Thank you. Does anybody el se
have any objection to the adm ssion of AG Cross
Exhi bit Number 47?
MR. LANNON: No, Your Honor.
MR. BAKK: No, Your Honor.
JUDGE JONES: Let the record show AG Cross
Exhi bit Nunmber 4 is hereby admtted into the
evidentiary record. The first page of that is Aqua
I11inois response to the second data request of
Attorney General AG 2.01 Support.
(Wher eupon AG Cross Exhibit 4
was admtted into evidence.)
JUDGE JONES: Are those going to be filed on
e- Docket ?

MS. SATTER: Yes, sir. W will file all of the

cross exhibits on e-Docket so they are electronically

avai | abl e.
JUDGE JONES: Thank you. Were there any other

AG cross exhibits to offer?
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MS. SATTER: No, | have nothing further. Thank
you.

JUDGE JONES: All right. M. Bakk, do you
still have some questions for M. Monie?

MR. BAKK: Yes, | do, Your Honor.

JUDGE JONES: Pl ease go forward with those.

CROSS EXAM NATI ON

BY MR. BAKK:

Q M. Monie, ny name is James Bakk. | am t he
attorney for the intervenor Lake County, the sale for
resal e customer of Agua.

A Good afternoon.

Q | direct your attention to your Schedul e
6.1 and in particular go to WP3A.

A For which division?

Q The Hawt horn or actually Consoli dated
Wat er ?

A Okay, Consolidated Water.

Q Al l ocation of operation --

A G ve me that exhibit number one nore time.
Q It is WP3A, page 2 of 2.

A Yup, | will be there in a second. WP3A, 2
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of 2, | have in front of me.

Q Okay. There is a third line in that first
category, 670 Adm n Expenses $229, 205. | s the
percentage in the rate colum, the 4.11 percent, the
percent of the 100 percent operation and mai ntenance
expenses?

A That's correct.

Q Okay. So out of all the operation and
mai nt enance expenses, the bad debt expense of
$229, 205 is 4.1 percent?

A That is correct.

Q Okay. Now, in -- with respect to the
Cust omer Equivalent Units that you devel oped for your
cost of service study, and here | amreferring to the
tabl e that you have that's marked WP5C.

A | have that in front of ne.

Q Okay. Now, going down to the category that
| am interested in down near the bottom the sales
for resale, it's got a two-inch and then a six-inch
turbine for the sales for resale. And directing your
attention to the second colum, can you explain what

the factor colum is supposed to represent?
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A The ratio of the capacity of the meter to a
five-eighths inch meter.

Q Okay. So for purposes of your cost of
service and the inclusion of bad debt for sale for
resale customers, that's the factor that would be
applied to what?

A In calculating the allocation of bad debt
expense, the 62.5 would be cal cul ated as part of the
al l ocati on. For instance, there is a total of sale
for resale of 133 Customer Equivalent Units. And
that as M. Rubin calculated during his cross
exam nati on today, that means that $967 of that
$229, 000 would be allocated to the -- of bad debt
expense would be allocated to the sale for resale
customer class in my study.

Q And i n doing your study did Agqua give you
any evidence or any information regarding the bad
debt experience for the sale for resale customer
cl ass?

A No, they did not.

Q Do you know if they have any information on

t hat customer class bad debt?
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A You woul d have to ask them | woul d
i magi ne they woul d.

Q Okay. Do you know whet her or not there is
any information for bad debt expense for Aqua for its
sale for resale custoners?

A | don't know for a fact anything about the
al l ocati on among various customers or custonmer
cl asses of bad debt expense that actually occurred.

Q Now, with respect to your cost of service
study, did you exclude bad debt as a cost of service
for the sale for resale customer class?

A No, | did not.

Q And is there a reason why you did not
exclude 1t?

A | did not exclude it because | did not
believe that | should attenpt to determ ne which
customers pay their bills and which customers don't
pay their bills. Bad debt expense is an expense
that's shared by all customers, and it is my opinion
that all customers should be allocated a portion of
the bad debt expense, including the sales for resale

custoner.
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Bad debt expense is a cost of doing
busi ness for a water utility company. And, you know,
| did not nor do | know that it is ever done, do |
| ook at each and every expense as determ ned from
each and every customer what portion of that actual
expense went to that customer. That's why it's an
all ocation study that | do that uses, you know, much
bi gger classifications.

You could | ook at, you know, each and
every custonmer and say that, well, that custonmer is
all, say, a residential customer, and they may have
paid their bill every month on time for 20 years, yet
they are still allocated a portion of the bad debt
expense in calculating what their rate is. So it is
the normal way that | do these cost of service
studies, and I think it's altogether appropriate to
include sales for resale customers in that allocation
of the operation expense known as bad debt expense.

Q Was there any adjustment for the sale for
resal e customers for the expenses related to the
i ndi vidual resident's distribution system and billing

collection process that's done by the sale for resale
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customers with their individual retail customers?

A Yes. There were custonmer costs that were
all ocated amongst all the custonmer classes, including
the sales for resale customer.

Q Was there any difference in the allocation
for the individual distribution system and billing
and collection that's done by a sale for resale
customer with its own individual retail customers,

you know, from any of the other classes in your

study?

A | really don't understand that question,
sir.

Q Let me repeat. Let me restate it then.

Was there any differentiation between
the sale for resale custonmers and any other customer
class with regard to the expenses included in your

study for individual residential hook-ups and --

A Yes, there were, you know, on Table 7 of ny
cost of service study. | happen to be | ooking at
Schedule 12.1 right now. There were -- there is a

small main adjustment that allocates the small mains

of more heavily to the | ower use customer cl asses,
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namely the residential and the commercial custonmer
cl asses which reduces the cost of service for the
sales to resale |large industrial and industri al
cl asses. So that adjustment was made for the
differences in distribution systens that are serving
residential and commercial custoners. So there was a
difference on how distribution systens were
al | ocat ed.

There was no difference for the
other -- for the customer costs such as billing and
collecting, meter reading, service and meter expense
and that type.

Q Wth respect to a bad debt expense that any
sale for resale customer would have for its retail
customers, was there any allocation for that in
al l ocating your bad debt expense in your experience?

A Coul d you repeat that question, please?

Q Was there any allocation in your study for
t he bad debt expense that a sale for resale customer
of Aqua woul d have for the sale for resales
residential customer, retail customers?

A | am sorry. | really don't understand that
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gquesti on.

Q Okay. Let's put it this way.

A sale for resale customer is either a
muni ci pality or another public utility, correct?

A That's correct.

Q And that sale for resale customer would
have its own customer base that it is buying water
for, is that correct?

A That's correct.

Q So they woul d be doing their own individua
billing and coll ection, correct?

A That's correct.

Q And they woul d have their own bad debt
expense?

A That's correct.

Q Was there any allocation for that bad debt
expense given for the sale for resale customers?

A No, there was not.

MR. BAKK: Okay. | don't have any ot her
gquestions of this wtness.

JUDGE JONES: Thank you, M. Bakk.

M. Rooney, is there any redirect?
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MR. ROONEY: | do have a few questions for
M . Moni e. G ve me one nmoment.

REDI RECT EXAM NATI ON

BY MR. ROONEY:

Q M. Monie, do you recall a series of
gquestions from counsel for the AG asking you about
whet her you consider inconme |evels, unenpl oyment
| evel s and percent of senior citizens in the service
territory that's the subject of this rate case?

A That's right; | recall those questions.

Q And if | recall your answer, you said that
you did not consider those factors in your
determ nation of rate design, is that correct?

A That's correct.

Q Can you explain why you didn't consider
income | evels or unempl oyment | evels or percentage of

senior citizens in the area in your analysis?

A Sur e. First of all, | didn't have that
i nformati on. It would have been very difficult to
get that information. It's been nmy experience that,

for instance, on the senior citizens, you know,

whet her a senior citizen may or may not be better --
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in a better or worse position to pay his bill as
compared to, say, a working famly with six kids,
with both spouses working, so | don't think that
using senior citizens -- as far as unenploynent, of
course, that changes based on the econonmy. And, you
know, it would be very, very difficult to try to
factor unenployment in to any type of a rate design
cal culation. And as far as income |evels, that would
be, you know, very difficult to get, and it is just
not normally done.

Q And by normally done -- | was going to ask
you a questi on. I n your experience in designing
rates do you ever consider those factors in the
course of designing rates for a utility?

A | have designed rates for utilities
sometimes that has had a | ow income provision where
customers -- usually, it's a voluntary system where
both the customers to some extent and the conpany to
some extent does provide a methodol ogy for a
documented |l ow i ncome customer, usually by a
third-party community agency, simlar to the home

energy rebate plan. But that's few and far between,
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and | do that.

Al'so in the whole rate design, part of
the reason why utilities have customer costs, which
are fixed costs that are far below the total actual
fixed costs that a water utility has, is to protect
small users. So that if someone is a |low income
user, a senior citizen user that may have one or
maybe two people living in a household or someone who
has tough econom c conditions can control their water
bills somewhat by limting their consunmption. And
sonmetimes in the case of senior citizens it is just
nat ural because they have |l ess people living in the
household. So that some recognition is given in
nor mal power design to customers that want to try to
control their water expense, by keeping the customer
charge a lot less than the overall fixed charges to a
utility conmpany. There is something in there.

Q M. Monie, do you recall questions from AG
counsel related to your Table 12 of your rebuttal
testinony?

A Yes.

Q And in response to one question related to
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the large industrial class you indicated that there
was a unique circunstance related to that cl ass.
What is unique about the |arge industrial class?

A The | arge industrial class, as | testified,
is made up of one customer, Viscofan, and that
customer has choices as to where they can get their
wat er supply, as set forth in their direct testinmony.
And when there is a customer, a |arge use custoner,

t hat has choi ces of where they can get their water
supply, it is not unusual at all in rate design to
provide a cost of -- a revenue requirement of that
customer that is significantly bel ow cost of service.
And the reason for that is that, if that customer
were to | eave the system as long as the rates
charged to that customer are nore than the vari able
costs associated with serving that particul ar
customer, it is of benefit to the other customers in
the system

And that is the case for Viscofan.
And the $710,000 in revenues that would be received
from Viscofan in round numbers is significantly

hi gher than the cost of actually serving them on a
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vari abl e cost basis, such as there is significant
benefit to the other customers of having Viscofan
remain on the system
And so, therefore, |I felt that it is

al toget her appropriate to provide themwi th a rate
that is significantly bel ow cost of service to
prevent them from | eaving the system as they
threaten to do in their direct testinmony.

Q And you indicated during that exam nation
from AG counsel that presently, under present rates,

if | read Table 12 correctly, the |arge industri al

class rates don't recover costs; is that right or did

| m sread that?

A Under present rates that same | arge
i ndustrial class, Viscofan, pays $654, 946, which is
| ess than their cost of service either now or during
the |l ast rate case.

Q And those rates -- and that structure was
approved by the Comm ssion previously, am |l correct?

A That is correct.

Q M. Monie, switching topics, do you recal

bei ng asked a couple of questions from AG counsel on
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a consolidation issue with relationship to Schedul es
specific to Candl ewick and to Fairhaven?

A | recall those questions.

Q And those questions focused on the fact
that with those schedules they reflected that
customers within those divisions would be

contributing in excess of their cost of service,

correct?
A That's correct.
Q Does that result surprise you?
A No. In fact, it is necessary in any

consol idation such as this one. Any time you
consol i date companies that were in stand-al one power
groups into a consolidated power group, necessarily
there are going to be some conmpanies that are going
to pay nmore than their stand-al one cost allocation
and ot her power groups that will pay |ess. It is
just necessary because that's the nature of a
consolidation. There is no other way to do it.
Q Thank you.
One | ast question, counsel for Lake

County asked you whether you consider a sale for
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resale customer's separate and own bad debt expense
within the confines of your cost of service study.
Do you recall that question?

A Yes, | did.

Q Are you aware of any instances where the
costs of a -- whether -- any instances of non-utility
costs being included and considered in a utility cost

of service study?

A No, | am not aware of any.

MR. ROONEY: Thank you. | have no further
guesti ons.

JUDGE JONES: |s there any recross, Ms. Satter?

MS. SATTER: Yes, | do have a coupl e of

questions, specifically about Viscofan.
RECROSS EXAM NATI ON

BY MS. SATTER

Q M. Monie, | think you said on redirect
t hat that conpany has a choice of where they can get
their water supply, is that your understanding?

A That's my understanding.

Q Okay. And is it true that that conpany

woul d have to invest in facilities to obtain water if
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it were to | eave your system |eave the Aqua systent?

A That's my understanding.

Q And woul d you expect those facilities to
be, for exanple, wells, possibly storage,
transportation of the water, treatment, water
treatment? Would those be the types of facilities
t hat woul d have to be obtained?

A | believe that Viscofan testified that they
woul d get their water supply fromwells. They would
have to transport the water, obviously, fromthe
wells to the plant, and there would have to be some
| evel of storage provided in order that they can meet
their domestic water use and perhaps their private
fire service use

Q How about treatment? Do you know if they

woul d have to treat the water?

A They woul d have to provide some treatment.
You know, the level of treatnment, | amnot fam i ar
with their operations. | don't know whet her they

could provide less treatment than Aqua provides, but
they in all likelihood would have to provide some

| evel of treatnment.
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Q Are they a waste water customer, too?

A Not to my know edge.

Q Okay. Now, woul d you expect that
investment in the types of facilities you just
menti oned would |ast for, say, five years?

A Well, you know, that's typical in utility
| aw. It varies very, very significantly. For
i nstance, the transportation methodol ogy you tal ked
about is likely to be ductile iron or plastic water
mai n that can |ast, you know, 75, 100 years. There
will be some things |ike chem cal treatment equi pnment
t hat m ght last 10, 15 years. There will be some
t hings |i ke pumping equi pment that m ght |ast 30 or
40 years. The wells m ght [ast 50 years. You know,
it varies all over the board. I|f there is
tel ecommuni cati on equi pnment, that m ght only | ast
five or ten years. It is all over the board.

Q So if they were to make the investment
necessary to provide the facilities to obtain their
water from some place other than Aqua, these are the
types of equi pment |lines that they would be | ooking

at, is that right?
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A Well, | haven't done a study based on a
study. What | gave you were |l aws that are general in
nature to the water utility industry. | have not
| ooked at what their plans are. They have said they
can do it. They said they would do it, and | take
t hat very seriously.

Q Did they tell you that before you filed
your testinony in this case?

A Absol utely. | have known that for -- |
have done the cost of service and power design
studi es for several of Vermlion's cases. And we
did -- this was certainly an issue in each of the
previous Verm lion cases that | did and went and
reviewed in previous cases where | wasn't invol ved.
This has been an issue from-- you know, for quite
some time.

Q Okay. Have you had an opportunity to
review their plans for executing on the option of
obtai ning water from somebody el se?

A | have not reviewed their plan.

Q And prior to filing your testinony in this

case, that would be, say, within the six months prior

205



10

11

12

13

14

15

16

17

18

19

20

21

22

to filing your testinony in this case, were you in
touch with them w th Viscofan, about their options?

A | wasn't personally in touch with Viscofan
Even in this case | wasn't in touch with them other
than in data responses and reading their testinmny
and presenting my testinony in the Viscofan.
haven't had any conversations with anybody from
Vi scof an.

Q And is it also true that you are assum ng
that, if Viscofan were to | eave the system there
woul d be no change in the fixed costs of the Conpany?

A | have been informed by the Conpany -- |
did not do an independent study of this. | have been
informed by the Conpany that there would not be a
significant change in the capital costs of the
Conpany. There obviously would be a | esseni ng of
chem cal expenses, electrical expenses for punmping
the water, for sludge removal and things |ike that.
But it is my understanding fromthe Company t hat
there woul dn't be any significant capital investment
t hat woul d be saved by them | eaving the Conpany. But

t hat question would best be asked of a Conmpany
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wi t ness.

Q Okay. So you don't have the details for
t hat ?

A That is correct.

Q And finally, M. Rooney asked you about
consol i dati on. Basically, asked you whenever there
is consolidation sonme will pay nmore and some will pay
| ess than would be the case if there were no
consol i dation, right?

A That is correct.

Q And is it correct that, in making a
consolidation proposal, the effect on these different
groups is one of the factors that both you as a cost
of service witness and the Comm ssion nust make? In
ot her words, both you and the Comm ssion must assess
the effect of consolidation, the varying effects of
consolidation on the different groups?

A Certainly that's an issue that gets | ooked
at .

MS. SATTER: All right. | have no further
guestions. Thank you very much.

JUDGE JONES: Thank you, Ms. Satter.
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M. Bakk, did you have any recross?

MR. BAKK: Just two questions, Your Honor.

RECROSS EXAM NATI ON

BY MR. BAKK:

Q M. Monie, your cost of service study
assumes that there is a bad debt expense for the sale
for resale custoners, correct?

A No, | didn't say that. My cost of service
study allocates the bad debt expense to all customers
in all customer classes, is what | am saying,
including sale for resale. And that | did not take
into account individual customers that pay their
bills and others that don't. And that it is ny
understandi ng that there is a bad debt expense but a
bad debt charge or forfeited discounts or |ate
payment fees that comes into play.

But as far as the bad debt expense
goes, that is an operating expense of the utility.
That's the same as buying electricity, buying
chem cal s or any other operating expenses of the
Conpany. And | allocated it based on the Customer

Equi val ent Units to each and every custonmer and in
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each and every customer cl ass.

Q There was an allocation for bad debt
expense for sale for resale custonmers in your study
and that was five?

A That is correct.

MR. BAKK: No ot her questions.

JUDGE JONES: Thank you, M. Bakk.

M. Rooney, any redirect?

MR. ROONEY: No, | am conpl ete, Your Honor.
Thank you

JUDGE JONES: That compl etes the questioning of
M. Monie. Thank you, sir.

THE W TNESS: You're wel come.

(W tness excused.)

MR. ROONEY: Your Honor --

JUDGE JONES: Go ahead.

MR. ROONEY: | don't know what time would be
appropri ate. | was going to identify and seek to
move to admt the other testimony of Aqua.

JUDGE JONES: Yeah, | think we can do that
next. Does anyone have a problemwi th that?

(No response.)
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Al'l right. W can go ahead with those

items.
MR. ROONEY: Thank you.

Your Honor, as set forth in the I|ist
of exhibits that Aqua previously submtted, Aqua
woul d move to have admtted with relation to our
witness Craig L. Blanchette, B-L-A-N-C-H-E-T-T-E, his
direct testimony filed on e-Docket on April 6, 2011,
identified as Agqua Exhibit 1.0 with attached Exhibits
1.1 through 1.6; rebuttal testimony filed on e-Docket
on September 1, 2011, identified as Agqua Exhibit 9.0;
and surrebuttal testinmony filed on e-Docket on
Oct ober 11, 2011, as Aqua Exhibit 13.0, and would
move those into evidence.

JUDGE JONES: Are there any objections to the
adm ssion of those evidentiary itens sponsored by
M. Bl anchette that were the subject of M. Rooney's
motion?
(No response.)
Let the record show no response.
Those itenms are admtted into the

evidentiary record.
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(Whereupon Aqua Exhibits 1.0,
1.1, 1.2, 1.3, 1.4, 1.5, 1.6,
9.0 and 13.0 were admtted into
evi dence.)

MR. ROONEY: Thank you, Your Honor.

Next woul d be the testimny presented
by M. Paul L. Hanley, H-A-N-L-E-Y, direct testimony
filed on e-Docket on April 6, identified as Aqua
Exhibit 4.0 including attached Exhibits 4.1 through
4.6; rebuttal testinmony filed on e-Docket on
September 2, 2011, as Aqua Exhibit 10.0 Revi sed,
including attached Exhibit 10.1; and surrebutt al
testinony filed on October 11, 2011, as Aqua Exhibit
14.0 including attached Exhibits 14.1 through 14. 3,
and woul d ask that those exhibits be entered and
moved into evidence.

JUDGE JONES: Do the parties have any objection
to the adm ssion of the Aqua exhibits sponsored by
M . Hanl ey?

(No response.)
Al'l right. Show no response.

Those exhibits as noted for the record
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by M. Rooney and as they appear on the exhibit |ist
are hereby admtted into the evidentiary record as
t hey appear on e-Docket.
(Whereupon Aqua Exhibits 4.0,
4.1, 4.2, 4.3, 4.4, 4.5, 4.6,
10. 0 Revi sed, 10.1, 14.0, 14.1,
14. 2 and 14.3 were admtted into
evi dence.)
MR. ROONEY: Thank you, Your Honor.
Next woul d be the Aqua w tness Paul A.
Wight, WR-1-GH-T. M. Wight has one piece of
testinmony which is direct testinony filed on e-Docket
on April 6, 2011, as Aqua Exhibit 2.0 and including
attachnments Exhibit 2.1 through 2.3, and we woul d
move that into evidence.
JUDGE JONES: Do ot her parties have any
objection to the adm ssion of those itens?
(No response.)
Let the record show no response.
The exhibits sponsored by M. Wi ght
are admtted into the evidentiary record as they

appear on the exhibit Iist and on the e-Docket
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system
(Whereupon Aqua Exhibits 2.0,
2.1, 2.2 and 2.3 were admtted
into evidence.)
MR. ROONEY: Thank you, Your Honor.
Next is, as was identified on the
title page, was the direct testimny of Thomas M
Bruns, B-R-U-N-S, and that testinmny as we indicated
at prior hearing with the parties is being adopted by
Robert Ervin, E-R-V-1-N. There is one piece of
testinony, direct testinony, which was filed on
e- Docket on April 6, 2011, identified as Aqua Exhibit
3.0 and includes attached Exhibits 3.1 through 3. 3.
We woul d nove that into evidence, Your Honor.
JUDGE JONES: Any objection to the adm ssion of
t hose exhi bits?
(No response.)
Let the record show that the exhibits
will be adm tted.
(Whereupon Aqua Exhibits 3.0,
3.1, 3.2 and 3.3 were admtted

into evidence.)
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JUDGE JONES: Does the testimony filing that
was made still bear the original witness' nane?

MR. ROONEY: It does. We were going to include
with the affidavit the fact that M. Ervin was
adopting that, but we would be more than happy to
file an amended version of testinony to reflect
M. Ervin's name.

JUDGE JONES: That m ght be a little |ess
confusing since that name appears on the face of the
exhi bit.

MR. ROONEY: We will take care of that.

Yeah, the only thing I would observe
is in the initial Qs and As, Your Honor, it has
M. Bruns' background and information. And so we
could replace that with M. Ervin's or whatever you
woul d 11 ke.

JUDGE JONES: Does anybody, any of the other
parties, have any objection to that occurring as |ong
as that is the only changes that are made to what
started out as the Bruns testinmony and has beconme the
Ervin testinony?

(No response.)
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Let the record show no objection.

So that will be -- leave is given to
refile that sanme piece of testimony with the only
changes being as you described, M. Rooney descri bed.

MR. ROONEY: Thank you, Your Honor.

Lastly, Aqua would nove for the
adm ssion of the direct testimny of John F.
Gustatella, G U-S-T-A-T-E-L-L-A, which was filed on
e- Docket on April 6, 2011, identified as Aqua Exhibit
7.0 along with attached Exhibits 7.1 through 7. 3.

JUDGE JONES: Are there any objections to that?
(No response.)

Let the record show no response.

So those exhibits sponsored by M.
Gustatella are admtted into the evidentiary record
as listed on the exhibit list and on the e-Docket
system

(Wher eupon Aqua Exhibits 7.0,
7.1, 7.2 and 7.3 were adm tted
into evidence.)

JUDGE JONES: W th respect to all these

exhibits and testinonies from wi tnesses who are not
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present at the hearing, the adm ssion of their
testinony and exhibits is subject to and conditioned
upon the filing of affidavits fromthemin 14 days.

MR. ROONEY: And, Your Honor, that was one
guestion | did have which delayed the filing of the
affidavit, which is would you like to have those
affidavits marked separately as exhibits or as maybe
a group exhibit or however you would |ike?

JUDGE JONES: Probably the better course there,
al though other options are avail able, would be to
have one affidavit per witness identifying the
testimoni es and exhibits in the various rounds that
that witness is speaking to in the affidavits.

MR. ROONEY: Thank you.

JUDGE JONES: Any questions on that?

| mean, we could assign exhibit
numbers for that right now. | am sort of reluctant
to require people to do that, to take the time to do
t hat, plus not everyone is here. Does anyone wish to
have that exhibit numbers be assigned at this time to
the affidavit for each witness that will be filed for

the parties that have wi tnesses whose testinmony is
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bei ng presented in that manner?
(No response.)

|1l probably actually send sonme sort
of ruling out to this effect, that |I think it would
probably be a good idea that the exhibit |ist be
updated, too, at some point, not any earlier than
post-hearing filings are being made which are nostly
in 14 days. But the updated exhibit list then would
reflect the affidavits as well as cross exhibits and
ot her exhibits referred to sometimes as cross
exhibits that are being put in by agreenment of the
parties. So the updated exhibit list will pick up
t hose additional items as well as any other changes
t hat were discovered today.

But as noted, | will put out some kind
of ruling that will cover that. That filing will not
be one that would have to be made any sooner than 14
days at the earliest.

Any questions about that?

MR. ROONEY: Thank you.
JUDGE JONES: Anything else with respect to

t hose Aqua exhibits?
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MR. ROONEY: No, Your Honor.

JUDGE JONES: All right. That brings us to the
Staff witnesses for whom there was no cross
exam nati on. Is Staff ready to go forward with that?

MS. CARDONI: Thanks, Judge. | can go forward
with that at this tinme.

At this time Staff would Iike to move
for the adm ssion into evidence of what has been
mar ked as Staff Exhibit 1.0 and Schedules 1.01 to
1.12. This is the direct testinmny of Burma Jones
and it was filed on e-Docket on August 4.
Next woul d be what has been marked as

Staff Exhibit 6.0 and Schedules 6.01 to 6.13 and
Attachment A entitled the Rebuttal Testinmony of Burma
Jones, and that was filed on e-Docket on September
29, 2011.

JUDGE JONES: Are there any objections to the
adm ssion of Ms. Burma Jones' testinony and exhibits?

MR. ROONEY: No.

JUDGE JONES: Let the record show that those
items of testinmony and exhibits are admtted into the

evidentiary record as they appear on e-Docket as
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reflected on the exhibit list and by Ms. Cardoni.
(Whereupon | CC Staff Exhibits
1.0, 1.01, 1.02, 1.03, 1.04,
1.05, 1.06, 1.07, 1.08, 1.09,
1.10, 1.11, 1.12, 6.0, 6.01
6.02, 6.03, 6.04, 6.05, 6.06,
6.07, 6.08, 6.09, 6.10, 6.11,
6.12, 6.13 and Attachment A were
admtted into evidence.)

MS. CARDONI : Thank you.

Next Staff would move for adm ssion
into evidence of what has been marked as Staff
Exhibit 2.0 and Schedules 2.01 to 2.04. This is the
direct testimny of Rick Bridal and was filed on
e- Docket on August 4;

As well as ICC Staff Exhibit 7.0 and
Schedule 7.01 to 7.04, the rebuttal testimny of Rick
Bridal which was filed on e-Docket on September 29,
2011.

JUDGE JONES: All right. Thank you.
Any objection to those being admtted?

(No response.)
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Let the record show there are not. So
the evidentiary items sponsored by M. Bridal
consisting of the 2 series and the 7 series |ICC Staff
exhibits are entered into the evidentiary record as
t hey appear on e-Docket and on the exhibit list and
as recited by Ms. Cardoni.

(Whereupon | CC Staff Exhibits

2.0, 2.01, 2.02, 2.03, 2.04,

7.0, 7.01, 7.02, 7.03 and 7.04

were admtted into evidence.)
MS. CARDONI : Thank you.

Next, what has been marked as | CC
Staff Exhibit 3.0 and Schedules 3.01 to 3.10 entitled
the Direct Testinony of Sheena Kight-Garlisch filed
on e-Docket on August 4;

As well as ICC Staff Exhibits 8.0C,
Attachment A, Schedules 8.01 to 8.04, 8.05C, 8.06 and
8.07C, the corrected rebuttal of Sheena
Kight-Garlisch filed on e-Docket on October 18, 2011.

JUDGE JONES: Thank you.
Are there any objections to the

adm ssion of those exhibits?
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(No response.)
Let the record show there are not.
Accordingly, the exhibits and
testinony sponsored by Ms. Kight-Garlisch are
admtted into the evidentiary record as listed on the
exhibit |list and as shown on e-Docket and as recited
by M. Cardoni.
(Whereupon | CC Staff Exhibits
3.0, 3.01, 3.02, 3.03, 3.04,
3.05, 3.06, 3.07, 3.08, 3.009,
3.10, 8.0C, Attachment A, 8.01,
8.02, 8.03, 8.04, 8.05C, 8.06
and 8.07C were admtted into
evi dence.)

MS. CARDONI : Thank you. And |astly what has
been marked as I CC Staff Exhibit 5.0, Staff would
move for entry into evidence of the direct testinony
of WIlliam Johnson and that was filed on e-Docket on
August 4.

JUDGE JONES: Are there any objections to the
adm ssion of M. Johnson's direct testinony?

(No response.)
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Let the record show there are not.

Accordingly, I1CC Staff Exhibit 5.0

filed by M. Johnson as his direct testimny on

August 4 is hereby admtted into the evidentiary

record in this proceeding.

(Whereupon I CC Staff Exhibit 5.0
was adm tted into evidence.)
MS. CARDONI : Thank you, Judge.
And | would note that Staff wll be
filing affidavits for Ms. Jones, M. Bridal
Ms. Kight-Garlisch and M. Johnson shortly.
JUDGE JONES: Leave of 14 days will be given
for that purpose. That same filing period will be
applicable to any of the other post-hearing filings,

unl ess ot herw se not ed.

MS. CARDONI

JUDGE JONES:

wi t nesses who are s

Thank you.
The adm ssion of those Staff

ponsoring or putting in their

testinony by affidavit is subject to and conditioned

upon the filing of

Okay,

these affidavits.
one moment .

(Pause.)
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Regarding the matters still to do yet

t oday, we hereby go off the record.
(Wher eupon there was then had an
of f-the-record di scussion.)
JUDGE JONES: Back on the record.

There was a short off-the-record
di scussion regarding a filing to be made by Lake
County. M. Bakk, do you want to speak to that?

MR. BAKK: Yes, Your Honor.

| would |like to make an offer of proof
in accordance with the Judge's previous ruling with
regard to the Intervenor County of Lake's exhibits,
ask leave to file these as an offer of proof. They
are Exhibit Number A which would have been wi tnessed
by Peter Kolb which is the Bul k Water Supply and
Sal es Agreenent dated May 18, 2009, between Aqua
I1linois and the County of Lake regarding the
Hawt horn Wbods- Gl ennshire public water system

Al so Exhi bit B which would have been
aut henticated by Peter Kolb which is the Bul k Water
Supply and Sal es Agreement dated June 14, 2011,

bet ween Aqua Illinois and the County of Lake
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regardi ng the Forest Lake public water system

We are omtting Exhibit C;

And then third would be Exhibit D
which is an affidavit of Peter Kolb dated Septenber
29, 2011, which was previously filed by e-Docket on
September 29, 2011, which includes attached Exhibits
D-1 and D-2 which are simply maps of the respective
Hawt hor n- Gl ennshire and Forest Lake subdivi sion water
systems and their connection to the Aqua system

And Exhibit E which is James Smths'
affidavit dated Septenmber 29, 2011, and that was
previously filed by e-Docket on September 29, 2011,
and which includes as an Exhibit E-1 a calcul ation of
what the proposed rates would increase for the County
of Lake as a sale for resale customer of Aqua;

And finally, Exhibit F which is Peter
Kol b's, the second affidavit on behalf of Peter Kol b,
dated October 17, 2011. That was filed by e-Docket
on October 17, 2011.

| would ask simply for leave to file
t hose exhibits as offers of proof and to file them by

e- Docket .
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JUDGE JONES: |s 14 days a satisfactory period
of time for that?

MR. BAKK: Yes, Your Honor.

JUDGE JONES: Any response or discussion on any
of that?

MR. ROONEY: None, Your Honor.

JUDGE JONES: Leave is given for a period of 14
days to make that filing which is an offer of proof
that is described by M. Bakk.

Okay. Off the record regarding the
status of this case and other procedural matters.
(Wher eupon there was then had an
of f-the-record di scussion.)

JUDGE JONES: Back on the record.

There was a short off-the-record
di scussion for the purposes indicated regarding the
status of this case and further procedural matters to
take up today or |ater.

The post-hearing briefing schedul e was
proposed and adopted at the prehearing conference in
this case. That is in effect. One question about

t hat, does anybody have any objection to putting a
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tabl e of contents in each of the briefs that are
filed, regardl ess of the number of pages in then? |Is
t here any objection to that?

MR. ROONEY: No obj ecti on.

MS. CARDONI : No obj ection.

JUDGE JONES: All right. Thank you. Let the
record show that those briefs that will be filed
pursuant to the schedule will each have a table of
contents in them

One noment.
(Pause.)
Al'l right. | think that may finish
t hi ngs up. Let me make sure, though. Do any parties
have anything else today before we mark the matter
heard and taken subject to the post-hearing filings?

MR. ROONEY: No.

JUDGE JONES: Let the record show they do not.
At this time |let the record show that this hearing is
concluded. Our thanks to the parties for their
participation from various places. Given all those
| ogi stical things, there was a high |evel of

cooperation anong the parties which made things go
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more snoothly than could have been the case.

matter

t he above-referenced post-hearing scheduling.

right.

At

is hereby marked heard and taken subject

Thank you,

this time let the record show this

all.

HEARD AND TAKEN

to

Al |
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