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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Richard W. Bridal II.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

Q. Have you previously testified in this proceeding? 5 

A. Yes.  My direct testimony is ICC Staff Exhibit 2.0. 6 

 7 

Purpose of Testimony 8 

Q. What is the purpose of your rebuttal testimony in this proceeding? 9 

A. The purpose of my rebuttal testimony is to:  (1) discuss adjustments accepted by 10 

the Companies in their rebuttal testimony; and (2) respond to the Companies’ 11 

rebuttal testimony regarding my adjustment to Rate Case Expense, which the 12 

Companies contest. 13 

 14 

Uncontested Adjustments 15 

Q. Did the Companies accept any adjustments proposed in your direct 16 

testimony? 17 

A. Yes.  In GNUI/CUI/LHUC Ex. 3.0, Companies’ witness Mr. Lubertozzi states that 18 

the Companies agree with my adjustments to:  (1) remove from the revenue 19 

requirement expense increases based on an inflation factor: (2) remove the 20 

public utility tax (add-on tax) from the revenue requirement ; and (3) make 21 

adjustments to various expenses related to my correction of an allocation factor 22 

used to calculate each utility’s share of WSC expenses. 23 
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Q. Did the Companies discuss your adjustment for the increase in the state 24 

income tax rate, as presented in Staff Exhibit 2.0, Schedule 2.04? 25 

A. No.  The Companies did not respond to this adjustment in their rebuttal 26 

testimony.  However, in response to Staff Data Request RWB 5.01, the 27 

Companies stated that they agreed with this adjustment. 28 

 29 

Rate Case Expense 30 

Q. Did the Companies disagree with any adjustments proposed in your direct 31 

testimony? 32 

A. Yes.  In GNUI/CUI/LHUC Ex. 3.0, Companies’ witness Mr. Lubertozzi states that 33 

the Companies do not agree with my adjustment to rate case expense, which 34 

was presented as Staff Exhibit 2.0, Schedule 2.05. 35 

Q. Have you changed your recommendations regarding rate case expense? 36 

A. Yes, but for purposes of the current rate case proceedings only.  Following the 37 

detailed explanation in GNUI/CUI/LHUC Exhibit 3.0 of how the Companies 38 

account for rate case expense, and after further review, I will accept rate case 39 

expense as set forth in GNUI/CUI/LHUC Exhibit 3.0.  However, as I explain 40 

below, I do have concerns about the process the Companies used in determining 41 

the income statement salaries and salaries for rate case expense, and I make a 42 

recommendation accordingly. 43 

Q. What was your position on rate case expense in your direct testimony? 44 

A. My adjustment was twofold.  I adjusted external and miscellaneous costs to allow 45 

costs to the extent that they were supported with adequate documentation.  I 46 
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then proposed adjustments which allowed rate case expense related to Utility 47 

and Water Service Company (“WSC”) employees only to the extent that those 48 

expenses exceeded the amount of salary expense already allocated to the 49 

specific utility for the employees at issue.  I note this same approach was utilized 50 

by Staff in at least the last five Utilities, Inc. rate cases and the record in those 51 

proceedings does not show any objections by the Utilities to this approach.  In 52 

fact, the final revenue requirements approved in those proceedings adopted the 53 

same adjustments to rate case expense as proposed in my direct testimony.1

Q. Please summarize the Companies’ disagreement with your adjustment to 55 

rate case expense. 56 

   54 

A. The Companies state there is no double-counting of Utility or WSC employee 57 

costs between the income statement and rate case expense.  Also, the 58 

Companies present updated information on incurred rate case expense as of the 59 

filing of their rebuttal testimony, along with an estimate of rate case expenses 60 

through the conclusion of the proceedings. 61 

Q. Please summarize GNUI/CUI/LHUC Exhibit 3.0, as it relates to employee 62 

salaries and rate case expense. 63 

A. According to GNUI/CUI/LHUC Exhibit 3.0, the salaries allocated to the income 64 

statements of the individual utilities are net of any employee “cap time” costs.  It 65 

is my understanding that “cap time” costs are those costs that are directly 66 

charged to capital projects such as Utility Plant in Service, or deferred charges 67 

                                            
1 See, for example, ICC Docket No. 10-0298, Order at 5.  Also see the Orders in ICC Docket No. 09-
0548/09-0549 (cons.), Docket No. 10-0110, and Docket No. 10-0280. 
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such as Rate Case Expense.  Such costs are reportedly not included in the 68 

salaries allocated to the utilities.  The Companies explain that because the 69 

salaries allocated to individual utilities are net of cap time, they are hence net of 70 

any costs related to rate case expense.  Therefore, the Companies argue, there 71 

is no double counting of employee-related rate case expense between salaries 72 

on the income statement and those included in rate case expense.   73 

Q. Were you able to confirm the Companies’ claims that salaries related to 74 

rate case expense were not included in the income statement? 75 

A. Yes.  The evidence indicates the income statement salaries set forth in the 76 

current proceedings are net of salaries related to rate case expense.  However, I 77 

do have concerns regarding the process used to determine income statement 78 

salaries and salaries for rate case expense. 79 

 80 

Q. What concerns do you have regarding the process used to determine 81 

income statement salaries and salaries for rate case expense? 82 

A. I am concerned that the process described in GNUI/CUI/LHUC Exhibit 3.0 is not 83 

exactly what occurs in development of the Companies’ income statements, and 84 

that as a result income statement salaries may not be reported in the manner 85 

intended by the Companies.  In effort to confirm the Companies’ argument that 86 

cap time was excluded from income statement salaries, I examined 87 

documentation submitted by the Companies in their initial rate case filings, as 88 

well as documentation submitted by the Companies in response to Staff data 89 
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requests.  My review led me to conclude the explanation provided in 90 

GNUI/CUI/LHUC Exhibit 3.0 did not accurately reflect the process undertaken 91 

during the development of the Companies’ income statements; however, the end 92 

result is the same for ratemaking purposes.  In basic terms, GNUI/CUI/LHUC 93 

Exhibit 3.0 states that WSC employee salaries, for example, are recorded at 94 

WSC as either salary expense or cap time.  The sum of salary expense and cap 95 

time equals the total salary for WSC employees.  WSC salary expense (net of 96 

cap time) is allocated to the individual utilities; the separately identified cap time 97 

is directly assigned to whichever utility it pertains.  However, my review of the 98 

available documentation leads me to conclude the process explained in 99 

GNUI/CUI/LHUC Exhibit 3.0 is not what actually occurs in the development of the 100 

income statements the Companies submitted in the rate case.  I have concluded 101 

that total WSC salaries (including cap time), for example, are allocated to the 102 

Utilities.  Then, during a rate case, an adjustment to remove cap time from the 103 

allocated salaries is made (such as the adjustment proposed by the Companies 104 

in their respective Work Paper b-2).  This causes concern because even though 105 

the ultimate result for ratemaking purposes appears to be the same between 106 

what the Companies’ intend (as described in GNUI/CUI/LHUC Exhibit 3.0) and 107 

what actually occurs (described in my analysis above), for everyday reporting 108 

purposes there is a risk that salaries would be overstated during years in which 109 

the Companies are not involved in rate cases.  In other words, if the Companies 110 

do not make the same rate case adjustment to remove cap time in every year, 111 

the salaries allocated to individual utilities would be overstated. 112 
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Q. Do you have any recommendations to address your concerns? 113 

A. Yes.  I recommend the Commission order the Companies, and all related 114 

Utilities, Inc. public utilities regulated in Illinois, to provide in direct testimony in 115 

future rate cases a detailed explanation of how Utility and WSC salaries are 116 

determined in total, allocated to the individual Utility, and directly charged to rate 117 

case expense and other “cap time” categories, accordingly.  The Commission 118 

should order these entities to include with this testimony all supporting schedules 119 

and evidence necessary to adequately document the explanation and the 120 

amounts set forth in the ordered testimony. 121 

 122 

Conclusion 123 

Q. Does this question end your prepared direct testimony? 124 

A. Yes. 125 


	Witness Identification
	Purpose of Testimony
	Uncontested Adjustments
	Rate Case Expense
	Conclusion

