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I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Tyler T. Bernsen and my address is 727 Craig Road, St. Louis, 8 

Missouri 63141. 9 

Q2. Are you the same Tyler T. Bernsen who previously filed testimony in this 10 

proceeding? 11 

A. Yes I am. 12 

II. PURPOSE OF REBUTTAL TESTIMONY 13 

Q3. What is the purpose of your rebuttal testimony? 14 

A. The purpose of my rebuttal testimony is to respond to the proposed adjustments 15 

to prior rate case expense and insurance expense by Staff witness Mr. Larry H. 16 

Wilcox.  I will also respond to the proposed adjustments to Advertising Expense 17 

and Lobbying Activities by Staff witness Daniel Kahle. 18 

III. RESPONSE TO STAFF WITNESS WILCOX 19 

Q4. Have you reviewed Staff witness Wilcox's adjustment to Rate Case 20 

Expense at pages 2-3 and Schedule 2.1 of his testimony? 21 

A. Yes. His proposal removes costs related to the Municipal Rate Study submitted 22 

in IAWC’s prior rate case (Docket 07-0507) that are above the amount allowed 23 

by the Commission in that case. 24 

Q5. Do you agree with his adjustment? 25 
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A. No, I do not agree with his adjustment.  The Company believes that it is 26 

appropriate to recover these costs due to the nature of the Municipal Rate Study.   27 

The Municipal Rate Study was a Commission-ordered study.  The Municipal 28 

Rate Study, was not, however, a type of study typically required in a rate 29 

proceeding (such as cost of service study).  Rather, the Municipal Rate Study 30 

was a unique study intended to address a particular Commission concern about 31 

the comparison between IAWC rates and those of municipalities.   32 

The Municipal Rate Study was subject to extensive litigation in the Docket 33 

07-0507 proceeding (resulting in higher than projected costs), after which the 34 

Commission upheld the Municipal Rate Study’s conclusions that comparisons of 35 

IAWC’s rates to those of municipally owned utilities (“MOUs”) are not practical for 36 

ratemaking purposes. Because of the Study’s unique nature, the Company 37 

should be allowed recovery of the unamortized portion of the actual cost of the 38 

Municipal Rate Study. 39 

Q6. Have you reviewed Mr. Wilcox's adjustment to Insurance Expense at page 4 40 

and Schedule 2.2 of his testimony? 41 

A. Yes. 42 

Q7. Do you agree with his adjustment? 43 

A. No.   44 

Q8. What does the insurance amount referenced as “Retrospective Adjustment 45 

(Commercial General Liab, Auto Liab, and Worker’s Comp)” refer to? 46 

A. The naming convention used on Schedule C-17 First Revised was incorrect.  The 47 

correct naming convention for this amount is “Retrospective Accrual”.  In my 48 
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discussion I will refer to the item “Retrospective Adjustment” as found on 49 

Schedule C-17 First Revised as “Retrospective Accrual”.   50 

The Retrospective Accrual is a prospective review of expected future 51 

insurance claims cost based upon current Insurance Other Than Group 52 

Insurance (“IOTG”) premiums for General Liability, Auto Liability, and Workers 53 

Compensation, utilizing the most recent available loss information and claims 54 

experience.  This review results in an adjustment to annual IOTG expense that 55 

represents insurance costs for current claims in excess of premium costs. (An 56 

insurance premium is based on historical data including historical claims.)   57 

In the present case, IAWC is projecting that a Retrospective Accrual 58 

adjustment, representing an additional expense above projected IOTG 59 

premiums, will be required in the test year.  The Retrospective Accrual amount 60 

was included in the Company’s original filing on line 3, page 1 under the “Annual 61 

Premium” column of Schedule C-17.  The Retrospective Accrual amount was 62 

listed separately on Schedule C-17 First Revised for clarity. 63 

Q9. Mr. Wilcox asserts that the referenced “Retrospective Adjustment ” is not 64 

appropriate for inclusion as a test year expense because it represents 65 

costs from prior periods.  Please comment on this assertion. 66 

A. Mr. Wilcox made his assertion based upon an assumption that the Retrospective 67 

Accrual represents costs from prior periods.  This is not correct.  As discussed 68 

above, the Retrospective Accrual adjustment that IAWC projects for the test year 69 

represents a projected expense to be incurred in the test year, not an expense 70 

from prior periods.  Mr. Wilcox’s adjustment should therefore be rejected. 71 
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IV. RESPONSE TO STAFF WITNESS KAHLE 72 

Q10. Have you reviewed Staff witness Kahle’s adjustment to Advertising 73 

Expense at pages 15-16 and Schedule 1.10 of his testimony? 74 

A. Yes. 75 

Q11. Do you agree with his adjustment? 76 

A.  Yes, the Company accepts Mr. Kahle’s adjustment for the purposes of this case.  77 

I note, however, that that Staff witness Kahle appears to have excluded from 78 

advertising expense certain legitimate advertising that conforms with the 79 

requirements listed in 83 Ill. Admin. Code 295.30, using the terms as defined in 80 

83 Ill. Admin. Code 295.20.  Due to the small dollar values associated with this 81 

advertising, the Company will not contest their removal.  I also note that Mr. 82 

Kahle allocated test year Corporate advertising expense based on the 83 

percentage of total 2008 advertising expense for each rate district.  The 84 

Company, however, allocates Corporate advertising expense to the districts 85 

using customer counts.  I am not, however, proposing to correct Mr. Kahle’s 86 

adjustment to reflect the Company’s allocation factor.  . 87 

Q12. Have you reviewed Staff witness Kahle’s adjustment to Lobbying 88 

Activities? 89 

A. Yes. 90 

Q13. Do you agree with his adjustment? 91 

A. I agree with the rationale for his adjustment, but I do not agree with the invoiced 92 

amount or the allocation factors used in the adjustment. 93 

Q14. What part of his adjustment do you agree with? 94 
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A. Mr. Kahle’s adjustment disallows 17% of the 2008 NAWC dues as lobbying 95 

expense.  NAWC gives an estimate of 17% of the dues paid as associated with 96 

Lobbying activities.  The methodology and concept of this adjustment is 97 

appropriate. 98 

Q15. Please discuss the invoiced amount used by Mr. Kahle. 99 

A. The actual 2008 invoiced amount for NAWC dues was $98,009, while Mr. Kahle 100 

used $96,009.  The Company also provided the invoice for the 2009 NAWC dues 101 

in response to data request LHW 1.02.  It is more appropriate to use the most 102 

recent NAWC amount of $101,887.25 for the adjustment 103 

Q16. Please discuss the allocation factors used by Mr. Kahle in his adjustment? 104 

A. Mr. Kahle allocated his adjustment based on the percentage of total 105 

Miscellaneous Expense by district.  The Company, however, allocates NAWC 106 

dues to the districts using customer counts.  To make an adjustment using a 107 

different allocation factor would create a mismatch.  For example, Chicago Metro 108 

Water was allocated 9.31% of the test year NAWC dues expense.  To allocate 109 

16.60% of Mr. Kahle’s adjustment to Chicago Metro based on his allocation 110 

factor would over allocate the adjustment to Chicago Metro.  Exhibit 7.01R1 111 

shows the Company’s adjustment using the appropriate allocation factors and 112 

the 2009 NAWC dues amount. 113 

Q17. Does this conclude this portion of your rebuttal testimony? 114 

A. Yes, it does.  I will file additional rebuttal to interveners in this case in accordance 115 

with the modified case schedule. 116 
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