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I. WITNESS INTRODUCTION 6 

Q1. Please state your name and business address. 7 

A. My name is Rich Kerckhove and my address is 727 Craig Road, St. Louis, 8 

Missouri 63141. 9 

Q2. Are you the same Rich Kerckhove 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 this part of my rebuttal testimony is to respond to certain 15 

proposed adjustments to rate base and net operating income recommended by 16 

Attorney General (“AG”) and Joint Municipality Witness Ralph Smith and by 17 

Illinois Industrial Water Consumers (“IIWC”) witness Michael Gorman.  I 18 

responded to certain proposals by Staff witnesses in the first part of my rebuttal 19 

testimony filed October 21, 2009 (IAWC Exhibit 6.00R1). I also discuss updates 20 

to the Company’s test year forecast and corrections. 21 

III. RESPONSE TO AG AND MUNICIPALITY WITNESS SMITH 22 

Q4. What adjustments of Mr. Smith’s do you address? 23 

A. I respond to Mr. Smith’s recommendations for the following adjustments: (1) 24 

adjustments to the uncollectibles component of Gross Revenue Conversion 25 

Factor (“GRCF”) by Rate Area; (2) adjustment to projected Plant in Service 26 
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based on historical relationships between actual and budgeted plant additions; 27 

(3) a $625,000 reduction in rate base for Business Systems Planning Study; (4) 28 

certain proposed adjustments to cash working capital; and (5) a reduction in test 29 

year non-labor O&M expense of $349,000 due to removal of general inflation 30 

adjustment. 31 

Gross Revenue Conversion Factor 32 

Q5. Does the Company agree with Mr. Smith’s proposal to determine the 33 

uncollectibles component of GRCF by Rate Area? 34 

A. No. The Company maintains uncollectibles on its books at the state corporate 35 

level.  For historic years 2007 and 2008, the Company allocated uncollectibles to 36 

each of the rate areas based upon their relative portion of the total number of  37 

customers.  Mr. Smith divides the resulting customer count-derived 38 

uncollectibles, by rate area for 2007 and 2008, by the respective rate area 39 

historic revenues, which produces varying uncollectible factors among the rate 40 

areas.  However, for the current year (2009) and the test year, the Company 41 

revised its allocation method to allocate uncollectibles to each rate area based 42 

upon each rate area’s relative portion of water and wastewater revenues, 43 

exclusive of miscellaneous revenues, to total water and wastewater revenues.  44 

The Company believes this approach is more reasonable because uncollectibles 45 

are a function of revenues, not customers.  The Company utilized a total 46 

company uncollectible factor derived from the most recent 12-month period of 47 

uncollectibles as a percentage of total water and waste water revenues, which 48 

results in a uniform uncollectible rate.  Because Mr. Smith is applying a customer 49 
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count-based uncollectible amounts to derive varying uncollectible rates, instead 50 

of a revenue-based uncollectible rate, his methodology does not reflect the fact 51 

that uncollectibles are revenue based.  Therefore, Mr. Smith’s recommendation 52 

should be rejected.   53 

Q6. With respect to Mr. Smith’s proposal to calculate rate area specific Gross 54 

Revenue Conversion Factors (“GRCF”), does IAWC agree that its 1.2% 55 

uncollectible factor is unsupported? 56 

A. No.  First of all, as discussed above, it is not appropriate to calculate rate specific 57 

GRCFs for which the uncollectibles are based upon the number of customers 58 

rather than on the amount of revenue.  Second, the 1.2% rate was based upon 59 

the Company’s actual uncollectible experience for the 12-month period ended 60 

May 2009 .  A workpaper (2009 AR Uncollectible Analysis IL.xls) supporting the 61 

1.2% uncollectible rate was provided in response to data request IIWC 1.1. 62 

Plant in Service 63 

Q7. Please address Mr. Smith’s recommendation at page 21,  of his direct 64 

testimony, that projected Plant in Service be adjusted based on “historical 65 

relationships between actual and budgeted plant additions.”   66 

A. This issue has been addressed in the Company’s rebuttal testimony to Staff 67 

direct testimony.  As I discussed in IAWC Exhibit 6.00R1, Staff has proposed an 68 

adjustment to test year plant in service to reflect the Company’s ratio of actual to 69 

budgeted capital expenditures from 2006 to 2008.  The Company has accepted 70 

Staff’s recommendation. 71 
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Q8. Mr. Smith also recommends that the actual to budget comparison reflect 72 

“known variance through August 2009 described in response to data 73 

request IIWC 2-2.”  Please respond. 74 

A. The known variance through August 2009 would not materially affect Staff’s 75 

adjustment.  IAWC’s response to IIWC 2-2 indicates that through the end of 76 

August 2009, the Company’s 2009 gross capital expenditures was approximately 77 

$61,125,000. Actual capital spending through August 2009 totaled approximately 78 

$57,112,000 for a variance of approximately 6.6%.  Based on Staff’s 79 

methodology for its plant in service adjustment, this variance would not result in a 80 

significant change to  Staff’s proposed adjustment to plant in service of 94.34%, 81 

and confirms Staff’s adjustment is reasonable.  I also note that the Company’s 82 

August 24, 2009 Update reflected the deferral of some projects beyond the 2010 83 

test year.  Staff’s adjustment, which is applied to the updated projection of plant 84 

in service, therefore captures these deferrals. 85 

Q9. At page 20 of his direct testimony, Mr. Smith asserts that there may be an 86 

inconsistency with respect to information provided by the Company 87 

regarding its 2010 projections for Plant in Service.  Please address that 88 

assertion. 89 

A. Mr. Smith is incorrect in his assertion that there is an inconsistency in IAWC’s 90 

update resulting in a $4.2 million increase in Plant in Service.  He ignores the 91 

effect of a thirteen-month average of plant in service used to prepare the 92 

Company’s rate base in compliance with the Commission’s rules regarding the 93 

use of a future test year.   94 
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In the Company’s August 24 update, the Company removed from 95 

forecasted utility plant in service the $9,085,637 Chickasaw plant expansion.  96 

Since the forecasted addition was planned to be in service December 2010, only 97 

one-thirteenth of the plant, or $698,895, was included in the Company’s rate 98 

base.  While December 2010 utility plant in service was reduced by $9,085,637, 99 

test year average utility plant in service was reduced by only $698,895.  100 

Likewise, the forward movement of $3,600,284 forecasted gross plant additions 101 

from 2010, at less than thirteen-thirteenths, into 2009, results in test year 2010 102 

average gross plant additions at thirteen-thirteenths in the amount of $3,600,284 103 

($2,466,642 net of retirements).   104 

Mr. Smith thus overlooks the timing of plant additions and the 105 

Commission’s thirteen-month average test year rules.  The effect of reducing 106 

forecasted 2010 gross additions (at less than thirteen-thirteenths average plant) 107 

by $12,664,696 ($11,343,201 net of retirements) actually increases test year 108 

average plant in service by $1,753,462 due to the timing of the forecasted test 109 

year additions.  Combined with the effect of moving $2,466,642 of net plant 110 

additions from 2010 into 2009, average utility plant in service increased 111 

$4,220,104 despite an overall two-year reduction in forecasted net plant 112 

additions in the amount of $8,876,559.    113 

Q10. On page 21, lines 449-51 of his direct testimony, Mr. Smith claims that 114 

“some clarifications of whether and how IAWC has forecasted retirements 115 

and developer-funded additions are needed.”  Please address his concern. 116 
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A. As explained in the response to Data Request AG 8.4, the Company does not 117 

forecast retirements due to the difficulty in forecasting dollar amounts related to 118 

future retirements.  A large percentage of the Company’s additions are recurring, 119 

or blanket, projects.  The Company does not identify particular mains, services, 120 

valves, hydrants, etc. that will be replaced by the recurring projects, as the 121 

replacement of mains can be influenced by outside forces, such as main breaks.  122 

It would be extremely difficult to budget retirements as a result.   123 

Although the Company does not forecast retirements, the Company 124 

incorporated into the rate case an assumed level of retirements based upon a 125 

three-year history of actual retirements as a percentage of additions.  126 

Q11. Mr. Smith asserts that the $625,000 included in IAWC’s requested plant 127 

additions for a Business Systems Planning Study is a “double-count” that 128 

should be removed.  Was this an error in the Company’s Schedules? 129 

A. No.  Included in the August 24 update was $602,300 for the Business Systems 130 

Planning Study as originally provided for in the initial filing, and a revised amount 131 

of $625,000 for the Business Systems Planning Study.  The double-counting 132 

error was corrected in the Company’s Errata filing made September 22, 2009 133 

(see Errata, ¶ 3) and was discussed again in my Second Supplemental Direct 134 

Testimony (IAWC Ex. 6.00SUPP(2nd), p. 3).  The correction is reflected in 135 

IAWC’s Schedule B-5 Second Revised. 136 

Q12. Please address Mr. Smith’s “other concerns,” set forth at page 24, lines 137 

513-16 of his direct testimony, regarding the inclusion of costs for such a 138 

study in rate base. 139 



IAWC Ex. 6.00R2 

 -7-  
 

A. These concerns are addressed by Mr. Grubb in IAWC Exhibit 5.00R2.  140 

Cash working capital 141 

Q13. Does the Company agree with Mr. Smith’s adjustment to the method by 142 

which the Equity Return amount in the cash working capital calculation is 143 

determined? 144 

A. Yes.  The Company has reflected the weighted average cost of equity in the cash 145 

working capital calculation. 146 

Q14. Does the Company agree with Mr. Smith’s adjustment to interest expense 147 

in the cash working capital calculation? 148 

A. The Company believes that the amount of interest expense reflected in the cash 149 

working capital calculation should be the amount of interest included in the 150 

interest synchronization calculation, which will be included in the revenue 151 

requirement approved by the Commission. 152 

Q15. Please address Mr. Smith’s assertion, at page 28, of his direct testimony, 153 

that the total amount of adjusted uncollectibles should be deducted from 154 

Revenue in the cash working capital calculation. 155 

A. Deducting uncollectibles from revenue is consistent with the cash working capital 156 

calculation adopted by the Commission in the Company’s last rate case.  The 157 

Company agrees with Mr. Smith and has adjusted cash working capital 158 

accordingly. 159 
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Q16. With respect to Mr. Smith’s assertion, at page 28 of his direct testimony, 160 

that the service period used in determining the revenue lag should be 161 

adjusted to reflect the transition from bi-monthly to monthly billing in the 162 

Champaign and Lincoln districts, has the Company made that adjustment? 163 

A. Yes.  The Company’s lead-lag study already reflects the impact of moving 164 

Champaign and Lincoln from bi-monthly billing to monthly billing.  Since the 165 

Company does not have actual history for the lags associated with monthly billing 166 

in the Champaign and Lincoln districts, the Company utilized the weighted 167 

average of lag days from all of the other Illinois-American districts, or 47.13 days 168 

(the Company used 61.26 and 66.91 for Champaign and Lincoln, respectively, in 169 

the last rate case, Docket No. 07-0507). 170 

Q17. On page 29 of his direct testimony, Mr. Smith recommends: “The collection 171 

lag portion of the revenue lag should be reviewed to conform with the 172 

payment terms provided for in the Company’s tariff and adjusted as 173 

necessary to avoid the use of an unreasonable assumption that customers 174 

on-average are paying late, which appears to have been presumed in 175 

IAWC’s calculation of the revenue collection lag.”  Please comment on this 176 

recommendation.  177 

A. The collection lag portion of the revenue lag was calculated using the Company’s 178 

actual history of revenue collection which demonstrates that the average 179 

collection period ranges from 24.09 days to 34.71 days, excluding Champaign 180 

and Lincoln, which historically offered bimonthly billing.  Thus, the Company’s 181 

collection lag is based on actual experienced data, and there is no 182 
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“unreasonable” assumption used to determine collection days for the cash 183 

working capital calculation as Mr. Smith asserts.  The revenue collection history 184 

was provided to Mr. Smith in the workpapers filed with the rate case on May 29, 185 

2009, specifically, workpaper WPB-8b.   186 

Mr. Smith also ignores the Company’s tariff requirements (which are 187 

consistent with Commission’s rules, specifically 83 Ill. Adm. Code 280.90 (e)), 188 

that require IAWC to waive one late charge per customer per year.  As discussed 189 

in response to Mr. Gorman below, this requirement means that the Company 190 

does incur past due and uncollectible amounts without imposition of a late 191 

charge.  The Company’s actual collection lag days are therefore appropriate for 192 

the cash working capital calculation, to reflect actual past due amounts. 193 

Q18. Mr. Smith recommends that the payment lag applied to AWWSC payments 194 

should be adjusted to “commercially reasonable terms,” because “this 195 

substantial affiliated transaction should not be permitted to unnecessarily 196 

increase rate base via the creation of an unreasonable CWC requirement.”  197 

Please comment on Mr. Smith’s recommendation. 198 

A. The agreement between AWWSC and the Company (“Service Agreement”) 199 

requires prepayment of each month’s service company costs.  Section 4.1 of the  200 

Service Agreement (see IAWC Ex. 5.01) provides: “As soon as practicable after 201 

the last day of each month, Service Company shall render a bill to Water 202 

Company for all amounts due from Water Company for services and expenses 203 

for such month plus an amount equal to the estimated cost of such services and 204 

expenses for the current month.”  The Service Agreement was approved by the 205 
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Commission in Docket No. 04-0595.  Because the AWWSC payment lag 206 

conforms to the terms of the Service Agreement, no changes are required to the 207 

number of payment lag days.  208 

Q19. Does the Company agree with Mr. Smith’s recommendation, at page 29, , 209 

that “Other components of the CWC calculation, including expenses for 210 

uncollectibles and income taxes that are affected by the amount of revenue 211 

increase should be synchronized, to the extent practical and material…?” 212 

A. Yes.  The Company believes that all components of the cash working capital 213 

calculation be based upon the amount of revenues and expenses reflected in the 214 

revenue requirement approved by the Commission in this docket.   215 

Q20. Does the Company agree with Mr. Smith’s $17,000 adjustment to test year 216 

lobbying expense? 217 

A. This issue is addressed by Mr. Bernsen in his rebuttal testimony to Staff (IAWC 218 

Ex. 7.00R1), in which he accepts Staff’s lobbying expense adjustment, with 219 

modifications. 220 

Q21. Please address Mr. Smith’s recommendation on pages 32-33 to remove the 221 

general inflation adjustment for non-labor O&M expense. 222 

A. Mr. Smith bases his recommendation on “recent information” that suggests non-223 

labor inflation will be negative in 2010.  His only support, however, is a California 224 

Public Utilities Commission memo (“Memo”).  He provides no other basis for the 225 

expectation that the cost of the goods and services that the Company will 226 

consume during the test year will cost no more than the cost included in the 227 

current year.  The Company’s test year forecast was prepared using a 2.5% 228 
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general inflation adjustment for certain non-labor O&M expenses to arrive at the 229 

test year level of expense.  At the time that the forecast was prepared, the 2.5% 230 

general inflation adjustor was appropriate and was primarily based upon 231 

expected inflation as provided in the Budget of the U. S. Government for Fiscal 232 

Year 2009.   233 

The Company realizes that economic conditions are not the same now as 234 

when the fiscal year 2009 U. S. Government Budget was prepared.  As a result, 235 

the Company is proposing to apply to certain non-labor expenses a 1.7% general 236 

inflation adjustor to forecast the respective test year expenses.  The effect of 237 

applying the 1.7% general inflation adjustor is reflected on IAWC Exhibit 6.01R2.  238 

The 1.7% inflator was obtained from the Livingston Survey sponsored by the 239 

Federal Reserve Bank of Philadelphia.  The Livingston Survey, conducted June 240 

2009, contains forecasts of economic information from a survey of 33 241 

forecasters.  A copy of the survey is attached to my testimony as Exhibit 6.02R2.  242 

I have incorporated the 1.7% general inflation adjustor into the Company’s 243 

rebuttal revenue requirement schedules. 244 

IV. RESPONSE TO IIWC WITNESS GORMAN 245 

Q22. On page 66 of his direct testimony, Mr. Gorman asserts that “Mr. 246 

Kerckhove has overstated the revenue lag component of Illinois-247 

American’s cash working capital allowance, which has overstated its cash 248 

working capital needs.”  Does the Company agree with that assertion? 249 

A. No. Mr. Gorman is incorrect regarding the revenue lags associated with 250 

Champaign and Lincoln.  As I indicated previously, the Company’s lead-lag study 251 

already reflects the impact of moving Champaign and Lincoln from bi-monthly 252 
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billing to monthly billing.  It is obvious from Mr. Gorman’s Table 12 that the sum 253 

of Net Billing Lag, Service Period, and Collection Lag does not equal the Total 254 

Revenue Lag for the Champaign and Lincoln districts.  While the Billing Lag, 255 

Service Period, and Collection Lag reflect the lags associated with bi-monthly 256 

billing, the Company is using the Total Revenue Lag of 47.13 days obtained by 257 

averaging the Total Revenue Lag from all districts except Champaign and 258 

Lincoln.  There has been no overstatement of Revenue lag. 259 

Q23. On page 68 of his direct testimony, Mr. Gorman asserts that “the service 260 

period [for Champaign and Lincoln] should be based on monthly service 261 

periods, or 15.25 days, the same as other districts.”  Does the Company 262 

agree with that assertion? 263 

A. Yes.  By using the Service Period lag of 15.25 days, the Total Revenue Lag 264 

would be 48.72 days for Champaign and 53.96 days for Lincoln.  The Company 265 

is using only 47.13 days to calculate the revenue lag, however.  As discussed 266 

above, the Company’s lead-lag study was adjusted to reflect the proposed 267 

change to monthly billing in Champaign and Lincoln. 268 

Q24. On page 69 of his direct testimony, Mr. Gorman asserts that “the 269 

Company’s collection lag is…inconsistent with its own tariff rates, and ICC 270 

rules.”  Please address that assertion. 271 

A. Mr. Gorman is incorrect.  The Company’s collection days are supported by the 272 

Company’s actual experience for fiscal year 2005 as provided on workpaper 273 

WPB-8b, filed with the rate filing and attached as IAWC Exhibit 6.03R2.  As 274 

discussed above, the Company’s tariff requirements (which are consistent with 275 
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Commission’s rules, specifically 83 Ill. Adm. Code 280.90 (e)), require that a “late 276 

payment charge shall be waived one time per 12 month period.”  As a result, the 277 

Company does incur past due and uncollectible amounts without imposition of a 278 

late charge which should be reflected in the cash working capital calculation.    279 

Q25. Mr. Gorman further asserts that “The Company’s cash working capital 280 

study collection period assumes customers do not comply with the ICC 281 

payment provisions of Illinois-American’s tariff terms and conditions.”  Do 282 

you agree? 283 

A. No. IAWC does have customers who make late or past due payments (as Mr. 284 

Gorman acknowledges, see data response IAWC-IIWC 2.40).  As discussed 285 

above, the Company’s tariffs require that late payment charges be waived one 286 

time in a twelve month period.  Therefore, there are customers with past due bills 287 

for whom no late fee is assessed.  This is confirmed by the actual data the 288 

Company based its collection lag on.  289 

Q26. On page 69 of his direct testimony, Mr. Gorman asserts that “Customers 290 

who comply with the utility tariff terms and conditions should not have 291 

higher rates that reflect other customers’ failure to comply with the terms 292 

and conditions of the utility’s tariff rates. As such, the Company’s cash 293 

working capital allowance should be based on Illinois-American’s tariff bill 294 

payment terms and conditions.”  Does the Company agree with that 295 

assertion? 296 

A. No.  Mr. Gorman appears to believe that a mechanism, other than the cash 297 

working capital allowance, is in place to allow IAWC to recover its cost for past 298 
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due payments.  As discussed above, however, IAWC must waive one late 299 

payment charge per year.  Thus, there are late there are customers with past due 300 

bills for whom no late fee is assessed.  Therefore, it is appropriate for IAWC to 301 

recover its costs associated with such customers through the cash working 302 

capital calculation.  The alternative is to make late fees mandatory, which the 303 

Company does not consider to represent good policy or customer relations. 304 

Q27. On pages 67 and 70 of his direct testimony, Mr. Gorman asserts that Mr. 305 

Kerckhove’s cash working capital study “is based on an imbalance of 306 

revenue and expenses” and “does not properly measure the cash working 307 

capital allowance necessary to recover its cost of service by an equal 308 

amount of revenue requirement.”  Does the Company agree with those 309 

assertions?   310 

A. No.  Mr. Gorman implies that there must be a one-to-one correlation between the 311 

Company’s revenue requirement and the net amount of revenue and expenses 312 

used in the cash working capital calculation, but such a correlation is not 313 

appropriate.  Mr. Gorman fails to recognize certain reconciling items, such as 314 

deferred income taxes.   315 

Deferred income taxes result primarily from the difference between book 316 

and tax depreciation expense, the excess of book depreciation over tax 317 

depreciation in this case.  It can take up to 25 years for this difference to turn 318 

around.  One-half of the 25 years, or 12.5 years, could be used as the expense 319 

lead.  Using the deferred income tax expense from the forecasted income 320 

statement in the amount of $2,905,048, and an expense lead of 12.5 years, the 321 
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cash working capital associated with this component would be $36,313,100.  If 322 

Mr. Gorman’s position that the cash working capital calculation include all income 323 

statement components were adopted, the Company would  increase rate base by 324 

$36,313,100. 325 

Mr. Gorman also ignores the effect on cash working capital of purchased 326 

water and purchased sewage treatment.  Although these items have been 327 

removed from the revenue requirement in this proceeding, the Company still 328 

must provide purchased water and purchased sewage treatment to the 329 

Company’s customers in the Chicago Metro and Zone 1 (South Beloit only) 330 

districts.  There is a revenue lag associated with the provision of purchased 331 

water and purchased sewage treatment to Chicago Metro customers and there is 332 

also an expense lead for payment to the municipalities providing such 333 

commodities.  Again, these are reconciling items between the cash working 334 

capital calculation and the income statement.  The Company has revised the 335 

cash working calculation to match purchased water and sewage treatment costs 336 

to revenues,.  Also, in order for base revenues to agree in both the income 337 

statement and the cash working capital calculation, the Company removed QIP 338 

revenues, eliminating the double-counting of those revenues in the cash working 339 

capital calculation.  340 

Q28. On page 71 of his direct testimony, Mr. Gorman asserts that the Company’s 341 

prepayment of AWWSC fees for services rendered “has not been shown to 342 

be consistent with a third-party supplier of services and commercially 343 

reasonable.”  Please address this assertion. 344 
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A. As I indicated previously, the Service Agreement requires prepayment of each 345 

month’s service company costs.  Therefore, reflecting this pre-payment is 346 

reasonable. 347 

V. RESPONSE TO IIWC WITNESS COLLINS 348 

Q29. Beginning on page 12 of IIWC witness Collin’s testimony, the witness 349 

discusses his proposal to adjust Purchased Power and Fuel Expense and 350 

Chemical Expense to hold each of the expenses to the amount per CCF as 351 

was approved in the Company’s last rate case.  Do you agree with Mr. 352 

Collins’ calculations? 353 

A. Ms. Norton (IAWC Exhibit 2.00R2) addresses the basis for Mr. Collins’ proposals.  354 

I will focus on the calculation of Mr. Collins’ adjustments.  Mr. Collins calculates 355 

fuel and purchased power costs per CCF for Zone 1 and Total Company on IIWC 356 

Exhibit 2.4, and proposes adjustments to Zone 1 and to Total Company, which 357 

latter adjustment must be assigned to all rate areas other than Zone 1.  Instead 358 

of calculating test year amounts for fuel and purchased power for the Chicago 359 

Metro, Pekin, and Lincoln rate areas, Mr. Collins groups them into the result of 360 

Total Company less Zone 1 by default.  This understates the fuel and purchased 361 

power cost per CCF from the prior rate case and overstates the fuel and 362 

purchased power adjustment for the total company by $80,221.  Instead, Mr. 363 

Collins should have extended the calculation for each rate area, with the Total 364 

Company amount the sum of the individual rate areas.  A simple example shows 365 

how Mr. Collins’ calculation would erroneously reduce fuel and purchased power 366 

costs for the Company by artificially applying a “fallout” rate to all non-Zone 1 rate 367 

areas: 368 
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 2009 2009   2010 Extended  Collins 

Description 
Power 
cost Volume $/unit 

Volume 
change Volume Power cost  Power cost 

a b c d e f g  h 

   b / c  c + e d * f  
d * f for A and 

Total 
         

District A  $      8,100     8,100  $1.00 
 

(300)    7,800  $      7,800   
$  

7,800 

District B            250        300    0.83 
 

(15)       285            238   

District C            400        600    0.67 
 

(50)       550            367   

District D            150        250    0.60 
 

(15)       235            141   

District E            100        200    0.50 
 

(20)       180              90   
     

Total          9,000     9,450    0.95  9050          8,635   
 

8,619 
     

District A          8,100     8,100    1.00  7800          7,800   
 

7,800 
     

All others  $         900     1,350  $0.67     1,250  $         835   
$  

819 
 369 

In this example, the true cost for districts other than District A is $835 for 2010 if 370 

the 2009 rate is applied to 2010 usage.  However, Mr. Collins’ methodology 371 

would only allow for $819, a shortfall of $16. 372 

In order for Mr. Collins’ adjustment to be equitable, Mr. Collins would have 373 

to apply the respective rate to each of the districts.  Selecting only one district 374 

rate and the Total rate yields incorrect results.    375 

Mr. Collins makes the same computational flaw in calculating chemical 376 

expense.  He understates total company chemical expense cost per CCF from 377 

the prior rate case and overstates the chemical adjustment for the total company 378 

by $72,389.   379 
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VI. UPDATE OF TEST YEAR PROJECTIONS 380 

Q30. Has the Company further reviewed the forecast submitted in this 381 

proceeding to determine whether there are material changes? 382 

A. Yes.  383 

Q31. Please discuss the results of that review. 384 

A. In addition to the changes to the Company's business plan and corrections 385 

discussed in my Supplemental Direct Testimony (IAWC Exhibit 6.00SUPP) and 386 

Second Supplemental Direct Testimony (IAWC Exhibit 6.00SUPP(2nd)), the 387 

Company is projecting a decrease in the projected amount of test year chemical 388 

expense as discussed by Ms. Norton (IAWC Ex. 2.00R).  This decrease is 389 

reflected in the Company’s rebuttal revenue requirement.  Other than these 390 

changes, and those discussed in my Supplemental Direct Testimony, the 391 

Company is not aware of other changes that would materially affect the forecast 392 

submitted in this proceeding. 393 

Q32. Do you have any corrections you wish to address? 394 

A. Yes.  IAWC Exhibits 6.01R1 through 6.03R1, filed in response to Staff on 395 

October 21, 2009, used as their starting point Staff’s revenue requirement.  The 396 

Exhibits did not reflect the adding back of certain adjustments proposed by Staff 397 

but contested by IAWC.  Revised exhibits are attached as IAWC Exhibit 6.01R1 398 

First Revised through IAWC Exhibit 6.03R1 First Revised.  IAWC Exhibit 6.04R1 399 

and 6.05R1 were not revised as there are no changes to them.  IAWC Exhibits 400 

6.01R1 First Revised and 6.02R1 First Revised are being submitted to correct 401 

the Company’s adjustment to chemical expense included in the October 21 402 

rebuttal filing.  In addition, IAWC is submitting IAWC Exhibit 6.07R1 First Revised 403 
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because the invested capital tax associated with the Company’s rebuttal capital 404 

structure and income statement portion of deferred income taxes related to the 405 

Company’s depreciation adjustment were not reflected on the rebuttal exhibits 406 

filed October 21. 407 

Q33. Does this conclude your rebuttal testimony? 408 

A. Yes, it does. 409 

 410 
 411 
 412 


