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I. WITNESS INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A. My name is Tyler T. Bernsen.  My business address is 727 Craig Road, 3 

St. Louis, Missouri  63141. 4 

Q2. By whom are you employed and in what capacity? 5 

A. I am employed by American Water Works Service Company, Inc. 6 

(“Service Company”), a subsidiary of American Water Works Company, 7 

Inc. ("American Water") and an affiliate of Illinois-American Water 8 

Company ("IAWC" or "Company"), as a Financial Analyst. 9 

Q3. Please summarize your higher education and employment 10 

experience. 11 

A. I graduated from the University of Missouri, Columbia in 2004 with a 12 

Bachelor of Science Degree in International Business and an emphasis in 13 

Finance.  Previously, I worked in the Financial Planning and Analysis 14 

department of a mortgage banking company.  I performed journal entries, 15 

account reconciliations, budgeting and project cost benefit analysis. 16 

Q4. What are your responsibilities as a Financial Analyst? 17 

My responsibilities as a Financial Analyst, Rates & Regulation involve 18 

providing the following services to American Water’s water utility 19 

subsidiaries in the Central Region, including IAWC: 1)Preparing and 20 

presenting rate increase applications and supporting documents and 21 

exhibits in conformance with management policies and guidelines and 22 
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regulatory commission requirements;  2) Preparing rate analyses and 23 

studies to evaluate the effect of proposed rates on the revenues, rate of 24 

return and tariff structures; 3) Executing the implementation of rate 25 

orders, including development of the revised tariff pricing necessary to 26 

produce the proposed revenue level; and  4) Preparation of discovery 27 

responses. 28 

Q5. Have you previously testified before a regulatory body? 29 

A. Yes, I have presented testimony before the Iowa Utilities Board and the 30 

Missouri Public Utilities Board.  In addition, I have participated in 31 

regulatory matters in Illinois. 32 

II. PURPOSE OF DIRECT TESTIMONY 33 

Q6. What is the purpose of your testimony in this case? 34 

A. The purpose of my Direct Testimony is to discuss various revenue and 35 

expense adjustments to the test year projections described in the 36 

testimony of Mr. Kerckhove (IAWC Ex. 6.00).  I will also describe various 37 

schedules submitted by IAWC in fulfillment of the part 285 standard 38 

information requirements. 39 

III. "C" SCHEDULES 40 

Q7. Has the Company submitted the "C" schedules required in Subpart F 41 

of the Standard Filing Requirements applicable to this case? 42 

A. Yes.  These schedules are contained in IAWC Exhibit No. 16.00.  43 

Schedules C-2.1, C-2.7 through C-2.11, C-3, C-4, C-6 through C-11.3, C-44 

13, C-14, and C-16 through C-25 are described below.  The remaining “C” 45 

schedules are discussed by Mr. Kerckhove. 46 
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Q8. Did you prepare, or cause to be prepared under your direction and 47 

supervision, the "C" schedules referred to above? 48 

A. Yes. 49 

Q9. Was the information contained in the schedules obtained or derived 50 

from the books and records of the Company? 51 

A. The source of all the basic accounting information contained in the 52 

schedules for the years ended December 31, 2007, and December 31, 53 

2008, is the Company's books and records that contain the actual 54 

operating results for those periods.  The data provided for the year ending 55 

December 31, 2009, and for the future test year ending December 31, 56 

2010, were projected in accordance with the methodology described in the 57 

testimony of Mr. Kerckhove.  58 

Q10. Please describe Schedule C-2.1. 59 

A. Schedule C-2.1 shows the adjustment to the test year level of rate case 60 

expense.  The adjustment reflects the cost of preparation and presentation 61 

of the Company’s rate case filing and required studies, which IAWC 62 

projects will total $2,339,496.  As shown on Schedule C-10, this cost 63 

includes legal fees and expenses, internal preparation costs, and the cost 64 

of certain consultants and studies supporting the rate case filing. Rate 65 

case costs typically incurred in each rate case filed by the Company (such 66 

as legal fees) are amortized over 2 years, the amount of time the 67 

proposed rates are expected to be in effect.  The costs of certain studies 68 

(demand study, cost of service study, and service company study) are 69 
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amortized over 5 years, as these studies are not expected to be presented 70 

in the Company’s next rate case filing.  Also included in the adjustment is 71 

the unamortized amount of rate case expense from Docket 07-0507 to be 72 

included in the test year.  The adjusted amount of rate case expense in 73 

the test year is $1,532,677.  74 

Q11. Please describe Schedule C-2.7. 75 

A. Schedule C-2.7 presents the correction to the projection of property taxes 76 

for the test year.  Property taxes were incorrectly forecasted during the 77 

preparation of the Company’s 2010 budget.  The correction calculates the 78 

property taxes using the forecasted assessment values and tax rates by 79 

parcel number based upon actual historical property tax data.  Details of 80 

the forecasted property taxes can be found in Schedule G-12.  81 

Q12. Please describe Schedule C-2.8. 82 

A. Schedule C-2.8 presents the adjustment to reduce the amount of fuel and 83 

purchased power and chemical expense attributable to unaccounted for 84 

water.  In the rate areas where the test year level of unaccounted for water 85 

is expected to exceed the applicable Tariff Maximum (as discussed in the 86 

testimony of Ms. Norton, IAWC Ex. 2.00), the cost to provide water must 87 

be reduced by the cost of fuel and chemicals used to produce the level of 88 

unaccounted for water in excess of the Tariff Maximum.  Also reflected in 89 

this adjustment is a budget correction of $84,000 to reduce Alton chemical 90 

expense. 91 

Q13. Please describe Schedule C-2.9. 92 
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A. Schedule C-2.9 presents the adjustment to reduce both revenues and cost 93 

of sales for purchased water and purchased waste water disposal.  The 94 

Company’s recovers the cost of purchased water and purchased waste 95 

water disposal through the applicable riders, and purchased water and 96 

purchased waste water disposal costs and revenues are subject to an 97 

annual reconciliation.  The adjustment reflects the fact that these costs 98 

and revenues are not used to calculate base rates. 99 

Q14. Please describe Schedule C-2.10. 100 

A. Schedule C-2.10 presents the correction to the Company’s forecast for 101 

“Other” revenues.  “Other” revenues are revenues not related directly to 102 

the service or consumption charges for water or wastewater sales.  The 103 

correction consists of three components.  First, the forecast was corrected 104 

to reflect implementation of the customer activation charge for all districts, 105 

using the charge authorized in Docket 07-0507.  The average September 106 

through December 2008 activation charge revenue for all districts was 107 

multiplied by 12 to project an annualized amount of activation charge 108 

revenue for the test year.  Second, the updated cost of after hours 109 

reconnections in the test year,  discussed by Mr. Grub (IAWC Ex. 5.00), 110 

was used to calculate a revised amount of total reconnection charges for 111 

the test year.  Third, all remaining test year “other” revenues were 112 

adjusted to reflect a historical average of 2005 through 2008 “other” 113 

revenue levels, with the exception of “collection for others” revenues, 114 

which used a historical average of 2007 through 2008 revenues.  These 115 
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historical averages were deemed more representative of projected test 116 

year levels of “other” revenues. 117 

Q15. Please describe Schedule C-2.11. 118 

A. Schedule C-2.11 presents the correction to the forecast for invested 119 

capital tax.  Invested capital tax was incorrectly forecasted during the 120 

preparation of the 2010 budget.  The correction calculates the invested 121 

capital tax using December invested capital balances consistent with the 122 

test year chosen for this proceeding.  In addition to correcting the budget, 123 

the adjustment also adjusts the tax on invested capital assuming that the 124 

Company receives the entire amount of rate increase requested. 125 

Q16. Please describe Schedule C-3. 126 

A. Schedule C-3 shows sales statistics for each of the six Illinois rate areas, 127 

and total Company, for the annual periods ending each December, 2007 128 

through 2010. 129 

Q17. Please describe Schedule C-4. 130 

A. Schedule C-4 shows Comparative Operating Income Statements for the 131 

annual periods ending each December, 2007 through 2010. 132 

Q18. Please describe Schedule C-6. 133 

A. Schedule C-6 shows Social and Service Club Membership Dues for the 134 

annual periods ending each December, 2007 through 2010. 135 

Q19. Please describe Schedule C-6.1. 136 

A. Schedule C-6.1 shows Industry Association Dues for the annual periods 137 

ending each December, 2007 through 2010. 138 
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Q20. Please describe Schedule C-6.2. 139 

A. Schedule C-6.2 shows Expenses for Outside Professional Services for the 140 

annual periods ending each December, 2007 through 2010. 141 

Q21. Please describe Schedule C-7. 142 

A. Schedule C-7 shows Charitable Contributions for each of the six Illinois 143 

rate areas, and the total company, for the annual periods ending each 144 

December, 2007 through 2010. 145 

Q22. Please describe Schedule C-8. 146 

A. Schedule C-8 shows Demonstration and Selling, Advertising, and 147 

Miscellaneous Sales Expenses for the test year, 2010.  Advertising 148 

expenses are for allowable activities under 220 ILCS 5/9-225, such as 149 

advertising that informs consumers how they can conserve water or 150 

reduce peak demand, advertising required by law or regulations, and 151 

advertising regarding service interruptions, safety measures and 152 

emergency conditions. 153 

Q23. Please describe Schedule C-9. 154 

A. Schedule C-9 shows Civil, Political, and Related Activities expenses for 155 

the annual periods ending each December, 2007 through 2010. 156 

Q24. Please describe Schedules C-10 and C-10.1. 157 

A. Schedule C-10 shows rate case expense, as discussed in schedule C-2.1 158 

above.  Schedule C-10.1 shows a rate case expense comparison between 159 

the current case and the actual expense from IAWC’s last rate case, 160 

Docket No. 07-0507.  161 
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Q25. Please describe Schedule C-11.1. 162 

A. Schedule C-11.1 shows the expense for Direct Payroll by Function for the 163 

annual periods ending each December, 2007 through 2010. 164 

Q26. Please describe Schedule C-11.2. 165 

A. Schedule C-11.2a shows the Actual Number of Employees for each of the 166 

six Illinois rate areas, and total Company, for each month from January, 167 

2007 through December, 2008.  Schedule C-11.2b shows the Authorized 168 

Number of Employees for each of the six rate areas, and total Company, 169 

through December 2009. 170 

Q27. Please describe Schedule C-11.3. 171 

A. Schedule C-11.3 shows Employee Benefits for the annual periods ending 172 

each December, 2007 through 2010. 173 

Q28. Please describe Schedule C-13. 174 

A. Schedule C-13 is a Summary of Affiliated Interest Transactions for the 175 

period January, 2007 through December, 2010.  I would note that, 176 

pursuant to the Commission's order in Docket 02-0690, IAWC's affiliated 177 

interest agreements were was submitted for reapproval by the 178 

Commission in the following Dockets: 04-0595 (services agreement with 179 

the Service Company); 04-0594 (American Lake Water Company water 180 

purchase agreements); 04-0597 (AWR Lease); and 05-0504 (American 181 

Lake Water Company services agreement). 182 

Q29. Please describe Schedule C-14. 183 
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A. Schedule C-14 provides information regarding operating leases for the 184 

annual periods ending each December, 2007 through 2010. 185 

Q30. Please describe Schedules C-16 and C-16.2. 186 

A. Schedule C-16 shows the calculation of uncollectible expense and 187 

Uncollectible Revenue Provision for Bad Debt for the years ended 188 

December 2007 and 2008, as well as pro forma uncollectible expense for 189 

2009 and at present and proposed rates for the test year.  Schedule C-190 

16.2 shows historical uncollectible expense. 191 

Q31. Please describe Schedule C-17. 192 

A. Schedule C-17 shows Insurance Expense for the annual periods ending 193 

each December, 2007 through 2010.  194 

Q32. Please describe Schedule C-18. 195 

A. Schedule C-18 shows Taxes Other Than Income for each of the six Illinois 196 

rate areas, and total Company, for the annual periods ending each 197 

December, 2007 through 2010. 198 

Q33. Please describe Schedule C-19. 199 

A. Schedule C-19 shows Property Taxes for each of the six Illinois rate 200 

areas, and total Company, for the annual periods ending each December, 201 

2007 through 2010. 202 

Q34. Please describe Schedule C-20. 203 

A. Schedule C-20 shows Local Taxes, Municipal Taxes, and Franchise 204 

Taxes for each of the six Illinois rate areas, and total Company, for the 205 

annual periods ending each December, 2007 through 2010. 206 
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Q35. Please describe Schedule C-21. 207 

A. Schedule C-21 shows Miscellaneous General Expenses for the annual 208 

periods ending each December, 2007 through 2010. 209 

Q36. Please describe Schedule C-23. 210 

A. Schedule C-23 shows Miscellaneous Operating Revenues for the annual 211 

periods ending each December, 2007 through 2010. See schedule C-2.10 212 

for 2010 revenue level detail. 213 

Q37. Please describe Schedule C-25. 214 

A. Schedule C-25 shows Add-On Taxes for each of the six Illinois rate areas, 215 

and total Company, for the annual periods ending each December, 2007 216 

through 2010. 217 

Q38. Does this conclude your testimony? 218 

A. Yes, it does.  219 


