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I. WITNESS INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A. My name is Scott Rungren.  My business address is 727 Craig Road, St. 3 

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 ("Service 6 

Company") as a Financial Analyst III.  The Service Company is a 7 

subsidiary of American Water Works Company, Inc. (“American Water”) 8 

that provides various services to American Water’s utility subsidiaries.  In 9 

this proceeding, I am testifying on behalf of Illinois-American Water 10 

Company (“IAWC” or “the Company”). 11 

Q3. Please summarize your educational background. 12 

A. In May of 1983, I received a Bachelor of Science degree in Business 13 

Administration with a major in Energy Management from Eastern Illinois 14 

University.  In May of 1986, I received a Master of Business Administration 15 

degree with a specialization in Finance from Northern Illinois University.   16 

Q4. Please summarize your employment experience.  17 

A. From 1986 to 1999, I was employed by the Illinois Commerce Commission 18 

("Commission").  I held various positions while employed there.  I joined 19 

the Finance Department of the Commission in 1987, and was promoted to 20 

Senior Financial Analyst in 1989.  In 1993, I transferred to what was then 21 
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called the Energy Programs Division, returning to the Finance Department 22 

in 1995, again as a Senior Financial Analyst.  I remained in the Finance 23 

Department at the Commission until February of 1999.  In March of 1999, I 24 

began employment with Cinergy Corp., working in the Retail Commodity 25 

Services group and focusing on their Real Time Pricing program.  In 2001, 26 

I began performing long-run generation planning studies for Cinergy's 27 

Kentucky and Indiana service areas.  In May of 2007, I joined the Service 28 

Company as a Senior Financial Analyst.  My present duties with the 29 

Service Company include the preparation of financing and rate-related 30 

filings for IAWC. 31 

Q5. Have you previously testified before a regulatory body? 32 

A. Yes, I have testified several times before the Illinois Commerce 33 

Commission.  I have also testified before the Missouri Public Service 34 

Commission, the Indiana Utility Regulatory Commission, and the Public 35 

Utilities Commission of Ohio.  36 

II. PURPOSE OF DIRECT TESTIMONY 37 

Q6. What is the purpose of your testimony in this case? 38 

A. The purpose of my testimony is to describe certain “B,” “C” and “D” 39 

Schedules submitted by IAWC in accordance with the Standard 40 

Information Requirements contained in Title 83 of the Illinois 41 

Administrative Code, Part 285.  In support of the “D” Schedules, I also 42 

present the capital structure that I recommend be used for computing 43 

IAWC’s weighted average cost of capital (“WACC”) in this proceeding.  44 
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The Company’s WACC reflects the cost of common equity 45 

recommendation presented in the Direct Testimony of IAWC witness Ms. 46 

Pauline Ahern (IAWC Exhibit 10.00).  As indicated in Schedule D-1.3, I 47 

also discuss the principal assumptions used in preparing the forecasted 48 

capital structure.  49 

Q7. Are you generally familiar with the operations, books, and records of 50 

IAWC? 51 

A. Yes, I am. 52 

Q8. Did you prepare, or cause to be prepared under your direction and 53 

supervision, the schedules that you are sponsoring? 54 

A. Yes, I did. 55 

III.  “B” SCHEDULES 56 

Q9. Generally, what do the “B” schedules show? 57 

A. The “B” schedules show the determination of rate base for the total 58 

Company and for each rate area (Zone 1, Pekin, Lincoln, Chicago Metro 59 

Water, and Chicago Metro Sewer).   60 

Q10. Which “B” schedules are you sponsoring? 61 

A. I am sponsoring Schedules B-1, B-2, B-2.1, B-2.2, B-2.4, B-2.5, B-3, B-4, 62 

B-5, B-5.1, B-5.2, B-6, B-7.2, B-8, B-8.1, B-10, B-12, B-14, and B-15. 63 

Q11. Please describe Schedule B-1. 64 

A. Schedule B-1, in summary manner, shows the computation of rate base 65 

for the Company and for each rate area referenced above.  The rate base 66 

for the projected test year ending September 2013 is a thirteen-month 67 
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average rate base for the year except where noted below.  Schedule B-1 68 

is attached as IAWC Exhibit 6.01. 69 

Q12. Please describe Schedule B-2. 70 

A. Schedule B-2 provides a summary of adjustments to rate base.  Details of 71 

these adjustments are provided below, in the discussion of Schedules B-72 

2.1, B-2.2, B-2.4 and B-2.5.  Schedule B-2 is attached as IAWC Exhibit 73 

6.02. 74 

Q13. Please describe Schedules B-2.1, B-2.2, B-2.4 and B-2.5. 75 

A. Schedule B-2.1 presents the utility plant adjustment for the acquisition of 76 

the DuPage Utility Company (“DuPage”).  The adjustment reflects the 77 

inclusion of the above-the-line portion of the Utility Plant Acquisition 78 

Adjustment for DuPage.  Amortization is being recorded over a 27-year 79 

period.  The allocation between Chicago Metro Water and Chicago Metro 80 

Waste Water districts is based upon a thirteen-month average of projected 81 

customers for the period ending September 2013.  Citizens Utilities 82 

Company of Illinois (“Citizens”) acquired DuPage in 1991.  Beginning with 83 

Docket No. 92-0305, Citizens began including the acquisition adjustment 84 

in rate base, with Commission approval.  IAWC subsequently acquired the 85 

assets of Citizens, and continues to reflect the acquisition adjustment in 86 

rate base.  The Commission most recently approved this treatment in the 87 

Company’s last rate order, Docket No. 09-0319.  The amounts included 88 

are the thirteen-month averages of the unamortized balances. 89 
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A. Schedule B-2.2 reflects an increase to rate base associated with pension 90 

funding levels.  IAWC presently records the accrued amount of pension 91 

expense in accordance with Statement of Financial Accounting Standards 92 

(“SFAS”) 87.  The amount of pension costs accrued for a given year under 93 

SFAS 87 is recorded (and for a rate case test year recovered in rates) 94 

because the SFAS 87 amounts appropriately reflect the amounts of 95 

pension expense associated with utility service provided during the year.  96 

IAWC’s pension plans, however, are funded in accordance with the 97 

requirements of the Employee Retirement Income Security Act (ERISA).  98 

The SFAS 87 amount and the amounts required to be funded into the plan 99 

under ERISA are typically different.  The rate base increase results from 100 

this difference between the level of pension expense collected in rates in 101 

accordance with “SFAS 87 and the amounts funded into the pension plan 102 

pursuant to the funding requirements under ERISA.  Currently, IAWC is 103 

funding more into its pension plans under the ERISA requirements than 104 

the amount IAWC is collecting in rates under SFAS 87.  Therefore, a rate 105 

base increase in that amount is appropriate. 106 

 Schedule B-2.4 reflects a rate base reduction associated with 107 

OPEB liability.  The Company’s OPEB expense is calculated in 108 

accordance with SFAS 106.  The Company also funds its OPEB plans at a 109 

level determined in accordance with the same SFAS 106.  In certain past 110 

periods for the Champaign District (where the Company acquired an entity 111 

which did not have an established OPEB funding mechanism), however, 112 
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the OPEB plan was not funded.  A rate base reduction is therefore 113 

appropriate for the amount recorded as an expense under SFAS 106 (and 114 

collected in rates) but not funded into the OPEB plan during the past 115 

periods when the funding mechanism was not utilized.   116 

 Schedule B-2.5 reflects a rate base addition associated with the 117 

unamortized balance of costs of the management audit of Service 118 

Company costs ordered by the Commission in the Company’s most recent 119 

rate case, Docket No. 09-0319, and governed by pending Docket No. 10-120 

0366.  See IAWC Exhibit 4.00, the Direct Testimony of IAWC witness 121 

Edward J. Grubb, for a detailed description of the audit and its associated 122 

costs to IAWC.  The total projected cost of the audit will be amortized over 123 

five years, and the amortization period is assumed to begin in October 124 

2012, the beginning of the test year. 125 

Q14. Please describe Schedule B-3. 126 

A. Schedule B-3 provides a comparative balance sheet for the prior three 127 

years and the test year. 128 

Q15. Please describe Schedule B-4. 129 

A. Schedule B-4 provides a summary of adjustments to plant in service.  130 

There are no adjustments to test year plant in service. 131 

Q16. Please describe Schedule B-5. 132 

A. Schedule B-5 provides an analysis of gross plant additions, retirements, 133 

and transfers for the two historic years preceding the current year.  In 134 
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addition, the schedule provides the forecasted plant additions and 135 

retirements for the current and test years.  136 

Q17. Please describe Schedule B-5.1. 137 

A. Schedule B-5.1 provides information regarding gains and losses on sales 138 

of property disposed of since the Company’s last rate case, where the 139 

original cost of the property sold exceeded 0.1% of total gross plant in 140 

service as shown for the test year on Schedule B-1.  There have been no 141 

property sales since the last rate case where the original cost of the 142 

property sold exceeded 0.1% of total gross plant in service. 143 

Q18. Please describe Schedule B-5.2. 144 

A. Schedule B-5.2 provides information regarding property merged or 145 

acquired from other utilities since the Company’s last rate case.  There 146 

has been no property merged or acquired from other utilities since the 147 

Company’s last rate case. 148 

Q19. Please describe Schedule B-6. 149 

A. Schedule B-6 provides an analysis of the depreciation reserve for the two 150 

historic years preceding the current year, and includes removal cost, 151 

salvage, retirements, depreciation expense, and transfers.  In addition, the 152 

schedule provides the forecasted removal cost, salvage, retirements, and 153 

depreciation expense for the current and test years.  Depreciation 154 

expense will be discussed later in my testimony. 155 

Q20. Please describe Schedule B-7.2. 156 
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A. Schedule B-7.2 provides the amount of AFUDC generated and transferred 157 

to utility plant during the test year and the prior three years. 158 

Q21. Please describe Schedule B-8. 159 

A. Schedule B-8 provides the calculation of the Company’s request for cash 160 

working capital in rate base.  In support of the Company’s request, and as 161 

required by the Commission’s order in Docket 09-0319, a lead-lag study 162 

has been performed.  The study showing the methodology used to 163 

calculate the lead and lag days is provided in the workpapers 164 

accompanying Schedule B-8.   165 

Q22. Please describe Schedule B-8.1. 166 

A. Schedule B-8.1 shows the calculation of the thirteen-month average of 167 

materials and supplies, reduced by the thirteen-month average of 168 

accounts payable associated with materials and supplies. 169 

Q23. Please describe Schedule B-10. 170 

A. Schedule B-10 provides information regarding deferred charges; 171 

specifically, the amortization of tank painting and steel structure 172 

maintenance.  Expenses for tank painting and steel structure maintenance 173 

incurred subsequent to Docket No. 02-0690 are being amortized over 174 

fifteen years, consistent with the Commission’s order in Docket No. 02-175 

0690. 176 

 The Company has forecasted approximately $1.65 million for 2012 177 

and $1.815 million for 2013 to paint specific tanks throughout the various 178 

rate areas.  In calendar year 2010 the Company completed $2,540,882 of 179 
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tank painting, consistent with its plan amount of $2,500,000 for that year.  180 

The Company’s tank painting program is explained in more detail in the 181 

testimony of IAWC witness Barry L. Suits (IAWC Exhibit 2.00). 182 

Q24. Please describe Schedule B-12. 183 

A. Schedule B-12 provides the analysis of activity in property held for future 184 

use.  IAWC is not requesting a return on property held for future use and 185 

has not included it in rate base. 186 

Q25. Please describe Schedule B-14. 187 

A. Schedule B-14 provides the monthly budget payment balances.  The 188 

thirteen-month average of monthly budget payment balances is reflected 189 

as a reduction to rate base. 190 

Q26. Please describe Schedule B-15. 191 

A. Schedule B-15 provides information regarding additions to and transfers 192 

from customer advances and contributions in aid of construction (“CIAC”).  193 

In addition, the schedule provides information regarding the accumulated 194 

depreciation on contributed property.  Included on Schedule B-15 are the 195 

customer advances, CIAC, and accumulated depreciation related to off-196 

balance sheet customer advances, CIAC, and accumulated depreciation 197 

resulting from IAWC’s acquisition of net assets from Citizens. 198 

Q27. Please discuss the development of the test year balance of pre-1971 199 

federal investment tax credits. 200 

A. The amount of this item, which is deducted from rate base, represents the 201 

13-month average of the beginning and year-end balances of pre-1971 202 
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federal investment tax credits.  Those balances reflect the annual 203 

amortization of pre-1971 federal investment tax credits shown in Schedule 204 

C-5.5, sponsored by IAWC witness Rich Kerckhove. 205 

IV. “C” SCHEDULES 206 

Q28. Generally, what do the “C” schedules show? 207 

A. The “C” schedules provide the operating income data for the total 208 

Company and for each rate area identified above. 209 

Q29. Which “C” schedules are you sponsoring? 210 

A. I am sponsoring Schedules C-2.2, C-2.3, C-2.6, C-2.10, C-12, C-15, and 211 

C-26. 212 

Q30. Please describe Schedule C-2.2.  213 

A. Schedule C-2.2 presents the adjustment to the forecasted test year 214 

amortization of steel structure maintenance, such as tank and steel 215 

structure painting, to reflect actual tank and steel structure paintings 216 

completed through June 2011.  Steel structure maintenance costs 217 

incurred subsequent to the order in Docket No. 02-0690 are being 218 

amortized over fifteen years. 219 

Q31. Please describe Schedule C-2.3.  220 

A. Schedule C-2.3 presents the utility plant acquisition adjustment (“UPAA”) 221 

amortization related to the acquisition of the Chicago Metro Water and 222 

Chicago Metro Wastewater Districts from Citizens.  The UPAA 223 

amortization, included in depreciation and amortization expense, is being 224 
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eliminated from the income statement.  No Citizens Utilities UPAA is 225 

included in rate base. 226 

Q32. Please describe Schedule C-2.6. 227 

A. Schedule C-2.6 presents the adjustment to depreciation expense, 228 

reflecting both the reclassification of net-negative salvage from 229 

maintenance expense to depreciation expense and the use of individual 230 

depreciation rates for each plant account.  Depreciation expense will be 231 

discussed further in my testimony in the description of Schedule C-12. 232 

Q33. Please describe Schedule C-2.10. 233 

A. Schedule C-2.10 presents the adjustment to the test year forecast for 234 

invested capital tax.  The adjustment reflects the updated September 2012 235 

and September 2013 long-term debt and common equity capital balances, 236 

consistent with the test year capital structure balances in this case.  In 237 

addition, the adjustment also reflects the tax on invested capital assuming 238 

that the Company receives the entire amount of the requested rate 239 

increase. 240 

Q34. Please describe Schedule C-12. 241 

A. Schedule C-12 provides the calculation of depreciation expense.  The 242 

calculation of depreciation expense for the test year reflects the 243 

depreciation rates proposed by IAWC witness Earl M. Robinson in this 244 

case (See IAWC Exhibit 12.00).  Depreciation expense for the budgeted 245 

periods preceding the test year reflects the current Commission-approved 246 

depreciation rates for the Company (Docket No. 07-0507 for all districts 247 
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except South Beloit, and South Beloit Water, Gas and Electric Company, 248 

Docket No. 03-0677 for South Beloit).  Account 339600, Comprehensive 249 

Planning Studies, is currently being depreciated at a 20% rate in all rate 250 

areas, consistent with the Order in the Company’s most recent rate case, 251 

Docket No. 09-0319. 252 

Q35. Please describe Schedule C-15. 253 

A. Schedule C-15 provides information on operating expense incurred for 254 

major maintenance projects.  Major maintenance projects are presented 255 

on Schedule B-10. 256 

Q36. Please describe Schedule C-26. 257 

A. Schedule C-26 provides information on the amortization of deferred 258 

charges.  All qualifying projects are shown on Schedule B-10. 259 

V. "D" SCHEDULES 260 

Q37. Has the Company submitted the "D" schedules required in Subpart G 261 

of the Standard Filing Requirements applicable to this case? 262 

A. Yes.  Schedules D-1, D-1.1, D-1.2, D-1.3, D-1.4, D-2, D-3, and D-6 263 

through D-12 are discussed below. 264 

Q38. Have you prepared or caused to be prepared under your direction 265 

and supervision the "D" schedules you are sponsoring? 266 

A. Yes.   267 

Q39. Was the information contained in the "D" schedules obtained or 268 

derived from the books and records of the Company? 269 
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A. Yes, it was.  The source of all the basic accounting information contained 270 

in the schedules for the years ended December 31, 2010 and September 271 

30, 2011 is the Company's books and records, which contain the actual 272 

operating results for those periods.  The data provided for the year ending 273 

September 30, 2012 and for the future test year ending September 30, 274 

2013 were projected in accordance with the methodology described in the 275 

testimony of Mr. Kerckhove (IAWC Exhibit 5.00). 276 

Q40. Please generally describe the "D" schedules. 277 

A. The "D" schedules provide capital structure, cost of capital, comparative 278 

financial data, and cash flow and retained earnings statements for the 279 

Company.   280 

Q41. Please describe Schedule D-1.1. 281 

A. Schedule D-1.1 notes that the data required for this Schedule are provided 282 

in Schedule G-1. 283 

Q42. Please describe Schedule D-1.2. 284 

A. Schedule D-1.2 notes that the data required for this Schedule are provided 285 

in Schedule G-2. 286 

Q43. Please describe Schedule D-1.3. 287 

A. Schedule D-1.3 notes that the assumptions built into the Company's 288 

proposed capital structure are explained in my Direct Testimony.  This 289 

discussion is provided below. 290 

Q44. Please describe Schedule D-1.4. 291 



IAWC Exhibit 6.00 
 

 -14-  

A. Schedule D-1.4 notes that the differences between the assumptions and 292 

methodologies used in the forecasted data reflected in Schedule D-1, and 293 

the assumptions and methodologies used in forecasts prepared for 294 

management or other entities, are discussed in this testimony.  This 295 

discussion is provided below. 296 

Q45. Please describe Schedule D-2.  297 

A. Schedule D-2 shows the Cost of Short-Term Debt for the annual periods 298 

ending each September, 2010 through 2013.  299 

Q46. Please describe Schedule D-3. 300 

A. Schedule D-3 shows the computation of the average embedded cost of 301 

long-term debt for the test year, the end of the test year, the current year, 302 

the historic year, and the twelve months ending December 31, 2010. 303 

Q47. Please describe Schedule D-6. 304 

A. Schedule D-6 requires work-papers supporting the Company's requested 305 

rate of return on common equity.  Schedule D-6 notes that these are 306 

contained in IAWC Exhibit 10.00, which is the Direct Testimony of Pauline 307 

Ahern.   308 

Q48. Please describe Schedule D-7. 309 

A. This schedule provides detailed comparative financial data for the annual 310 

periods ending each September, 2006 through 2013. 311 

Q49. Please describe Schedule D-8. 312 

A. Schedule D-8 provides credit rating agency reports for IAWC's parent, 313 

American Water Works Company, Inc.  314 
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Q50. Please describe Schedule D-9. 315 

A. Schedule D-9 notes that the data required for this Schedule are provided 316 

in Schedule C-4. 317 

Q51. Please describe Schedule D-10. 318 

A. Schedule D-10 notes that the data required for this Schedule are provided 319 

in Schedule B-3. 320 

Q52. Please describe Schedule D-11. 321 

A. Schedule D-11 shows the Statement of Cash Flows for the annual periods 322 

ending each September, 2010 through 2013. 323 

Q53. Please describe Schedule D-12. 324 

A. Schedule D-12 shows the Statement of Retained Earnings for the annual 325 

periods ending each September, 2010 through 2013. 326 

VI. CAPITAL STRUCTURE 327 

Q54. What is the Company’s current capital structure? 328 

A. As shown on Schedule D-1, page 4, the Company’s capital structure as of 329 

September 30, 2011 is comprised of 0.20% short-term debt, 49.08% long-330 

term debt and 50.73% common equity. 331 

Q55. Will the Company engage in capital projects between now and the 332 

end of the test year that will affect the Company’s capitalization? 333 

A. Yes.  IAWC witness Jeffrey Kaiser (IAWC Exhibit 3.00) discusses major 334 

capital projects planned for completion in 2012 and 2013.  Schedule G-5, 335 

page 21, summarizes planned gross additions to plant totaling 336 

$75,212,260 as of the end of the test year.  The Company will finance 337 
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these capital projects through a combination of internally-generated funds, 338 

a long-term debt issuance, and an equity infusion from American Water 339 

booked to paid-in capital. 340 

Q56. Please describe the long-term debt the Company plans to issue in 341 

2012. 342 

A. The Company plans to issue $25 million of long-term debt in mid-343 

November 2012 for the purpose of financing utility property that will be 344 

placed in service, and to pay down short-term bank debt that is expected 345 

to build up through the normal course of business.  This debt obligation is 346 

expected to be a taxable offering and is projected to have a fixed interest 347 

rate of 5.50% with a 30-year term to maturity.  The Company has 348 

estimated that debt issuance costs will total $887,500, which IAWC 349 

proposes to amortize and recover over the 30-year term.  IAWC intends to 350 

seek the necessary authority for this issuance from the Commission 351 

during mid-2012.   352 

Q57. Does the Company currently plan to issue any long-term debt 353 

securities in 2013? 354 

A. No, it does not. 355 

Q58. Does the Company plan to issue any common equity during the 356 

2012-2013 time period? 357 

A. No, it does not. 358 
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Q59. Will the Company receive any equity infusions from American Water 359 

booked as additions to paid-in capital during the 2012-2013 time 360 

period? 361 

A. Yes.  The Company’s financing plan includes an equity infusion from 362 

American Water of $20 million in September 2012.  This equity infusion 363 

will be booked to paid-in capital.   364 

Q60. Are the long-term debt and equity financings that you have 365 

discussed included in the Company’s test year capital structure? 366 

A. Yes, they are.  These financings are reflected in the Company’s financing 367 

plan, and thus, in the Company’s forecasted long-term debt and common 368 

equity test-year capital structure balances.  369 

Q61. What goals does the Company seek to achieve with its capital 370 

structure? 371 

A. The Company’s goals are to minimize the overall cost of capital and to 372 

maintain financial ratios that allow the Company to attract new capital on 373 

reasonable terms.  The Company also seeks to maintain flexibility to issue 374 

various types of securities (e.g., tax-exempt debt, long-term taxable debt, 375 

preferred or common equity) under varying market conditions. 376 

Q62. What capital structure do you recommend in this proceeding? 377 

A. I propose using IAWC’s forecasted average capital structure for the 378 

twelve-month period ending September 30, 2013.  That capital structure 379 

contains 0.26% short-term debt, 48.90% long-term debt, and 50.84% 380 

common equity, and is shown on Schedule D-1, page 1 of 6. 381 
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Q63. Why do you recommend this capital structure? 382 

A. The recommended capital structure, which was developed using average 383 

capital component balances over the period beginning October 1, 2012 384 

and ending September 30, 2013, is consistent with the Company’s chosen 385 

test year in this proceeding.  It is also consistent with IAWC’s proposed 386 

use of thirteen-month average balances for rate base items.  In addition, 387 

because this proceeding will determine rates for future service, it is 388 

reasonable for the capital structure components to reflect the forecasted 389 

balances for those components during the time that rates will be in effect.    390 

Q64. Do you believe your recommended capital structure is reasonable for 391 

ratemaking purposes? 392 

A. Yes, I do.   393 

Q65. How did you determine that your recommended capital structure is 394 

reasonable? 395 

A. To determine whether IAWC’s pro-forma September 30, 2013 capital 396 

structure is reasonable for ratemaking purposes, I examined the average 397 

common equity ratios of the proxy group of nine water companies 398 

discussed in the Direct Testimony of IAWC witness Pauline Ahern (IAWC 399 

Ex. 10.00).  Specifically, I compared my proposed common equity ratio for 400 

IAWC to that of Ms. Ahern’s proxy group of nine water companies.  These 401 

utilities and their corresponding financial data are shown on Schedule 402 

10.06 attached to the Direct Testimony of Ms. Ahern.  For the year ended 403 

2010, the average common equity ratio of Ms. Ahern’s proxy group of nine 404 
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water companies was 46.33%, with a standard deviation of 4.18%.  Using 405 

the average as the midpoint, one standard deviation around the mean 406 

results in a range of 42.15% to 50.51%.  Thus, IAWC’s forecasted 407 

average common equity ratio of 50.84% for the test year in this case is 408 

approximately one standard deviation above the average common equity 409 

ratio of Ms. Ahern’s nine water company sample. 410 

 Therefore, I concluded that IAWC’s forecasted average capital 411 

structure for the test year ending September 30, 2013 is reasonable and, 412 

thus, should be used to compute the Company’s WACC in this 413 

proceeding.  The WACC is used as the authorized rate of return on rate 414 

base.  415 

Q66. Does the proposed test year capital structure reflect the Company’s 416 

requested revenue increase in this proceeding? 417 

A. Yes, it does.  The proposed test year capital structure shown on Schedule 418 

D-1, page 1 of 6, reflects the assumption that the full amount of the 419 

Company’s requested revenue increase is granted.  The effective date of 420 

the new tariffs was assumed to be October 1, 2012.  Page 2 of Schedule 421 

D-1, which shows the capital structure as of September 30, 2013, also 422 

reflects the full amount of the requested revenue increase.  Pages 3, 4, 423 

and 5 of Schedule D-1, which show the capital structure for September 30, 424 

2012, September 30, 2011, and December 31, 2010, respectively, do not 425 

reflect any portion of the requested revenue increase since the increase is 426 

assumed to take effect October 1, 2012.  Pages 6 and 7 of Schedule D-1 427 
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show the Company’s test year capital structure and the September 30, 428 

2013 capital structure, respectively, at present rates. 429 

Q67. Does this conclude your direct testimony? 430 

A. Yes, it does. 431 


