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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Theresa Ebrey.  My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

Q.  Are you the same Theresa Ebrey who previously provided direct testimony 5 

in this proceeding? 6 

A. Yes.  I provided direct testimony dated October 20, 2011 in ICC Staff Exhibit 2.0. 7 

Q. What is the purpose of your rebuttal testimony? 8 

A. I am presenting testimony to respond to the rebuttal testimony of the Companies 9 

addressing the adjustments I proposed in direct testimony.  While the Company 10 

accepted most of my proposed adjustments, I will be discussing my adjustment 11 

for the early abandonment of property for Charmar for which the Company 12 

proposed an alternate adjustment.  In addition I will respond to the Companies’ 13 

rebuttal to my recommendations concerning plant retirements.  I will also discuss 14 

my recommendation for the original cost determination to be included in the final 15 

Order in this case. 16 

Q. Which of your adjustments did the Companies accept in rebuttal 17 

testimony? 18 
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A. The Companies accepted my adjustments for Plant Retirements,1 Depreciation 19 

Expense,2 Accumulated Depreciation,3 CIAC,4 Pro Forma Plant Additions,5 20 

Reclassification of Plant in Service,6 and Accumulated Deferred Income Taxes.7 21 

Q. Did the Companies reflect other adjustments related to your issues in 22 

rebuttal testimony? 23 

A. Yes, in Schedule 2.07 I proposed adjustments to reclassify certain items from 24 

Sewer Plant to Water Plant for both Ferson Creek and Harbor Ridge utilities.  25 

The Companies reflected the accumulated depreciation associated with the plant 26 

adjustments in their rebuttal revenue requirements.  I accept the adjustments to 27 

accumulated depreciation for the reclassifications as presented in the 28 

Companies’ rebuttal testimony. 29 

Schedule Identification 30 

Q. Are you sponsoring any schedules as part of ICC Staff Exhibit 8.0? 31 

A. Yes.  I am sponsoring the following schedules for the Companies, which show 32 

data as of, or for the test year ending September 30, 2010: 33 

Schedule 10.01 Adjustment for Abandoned Plant 34 

Schedule 10.02 Adjustment for Transfer of Charmar Tank 35 

Schedule 10.03 Original Cost Determination 36 

                                            
1
Company Exhibit 3.0, p. 7, lines 1-3. 

2
 Id., lines, 4 – 7. 

3
 Id. 

4
 Id., p. 9, lines 1-4. 

5
 Id., p. 8, lines 21-23. 

6
 Id. 

7
 Id., p. 9, lines 7-10. 
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Abandoned Charmar Plant 37 

Q. Describe Schedule 10.01, Adjustment for Abandoned Charmar Plant. 38 

A. Schedule 10.01 reflects the following adjustments for the abandoned plant for 39 

Charmar: 40 

1) Remove land easements and legal fees from plant in service that 41 

are associated with the abandoned plant; and 42 

2) Adjust the accumulated depreciation as well as the “extraordinary 43 

depreciation” associated with the abandoned plant. 44 

Removal of Legal Fees and Land Easements from Plant Balance  45 

Q. What was the Company’s response to your proposal to remove legal fees 46 

and land easements related to the abandoned Charmar Plant? 47 

A. The Company recommends reclassifying the $33,568 fees in question to the 48 

Land and Land Rights Account, citing to the Uniform System of Accounts 49 

(“USOA”) Accounting Instruction 24 as its authority for such reclassification.8  My 50 

review of the continuing property records provided by the Company in response 51 

to Staff Data Request (“DR”) TEE 1.01 show that the amount under consideration 52 

is already recorded in accounts 302 Franchises ($10,568) and 303 Land and 53 

Land Rights ($23,000); thus, this proposed reclassification entry is unwarranted.  54 

However, since the Company agrees that the easements and legal fees are 55 

                                            
8
 Company Exhibit 3.0, p. 7, lines 13-14. 
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currently not used and useful in providing utility service to Charmar ratepayers,9 I 56 

am proposing an adjustment to reclassify the $33,568 in land easements and 57 

associated legal fees to account 121, Nonutility Property. 58 

Q. How does the Company contend the $33,568 should be recovered? 59 

A. In response to Staff DR TEE 9.01, the Company claims that “either the costs 60 

need to be included in rate base so the Company can earn a fair return on its 61 

investment or these costs need to be removed from rate base and added to the 62 

Loss of Prudent Abandonment calculation.”  Both of these alternatives are 63 

inconsistent with proper ratemaking policy and the USOA. 64 

 The Company is not entitled to a return on property that is not used and useful in 65 

the provision of utility service.  By reclassifying the easement to non-utility 66 

property, any benefit resulting from the disposition of the property would be 67 

realized by the shareholders.  Since the filed easement is described as a 68 

“perpetual utility easement”,10 the property could become used and useful in the 69 

provision of utility service in the future and then the property could be transferred 70 

to utility plant in service at which time the investment could be considered for rate 71 

base recovery. 72 

 The guidance for the loss on prudent abandonment, as discussed in Accounting 73 

Instruction 27H, specifically addresses unexpected early retirement of property 74 

“which would eliminate or seriously deplete the existing depreciation reserve.”  75 

                                            
9
 Company response to Staff DR TEE 9.01. 

10
 Company response to Staff DR TEE 11.01. 
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Since the easement is non-depreciable property, the accounting treatment 76 

afforded by Accounting Instruction 27H would not apply to the easement. 77 

Adjustment to Accumulated Depreciation and Extraordinary Depreciation Associated 78 
with the Plant Abandonment 79 

Q. Describe your adjustments to accumulated depreciation as well as the 80 

“extraordinary depreciation” associated with the abandoned plant. 81 

A. My adjustments address the following concerns with the values for accumulated 82 

depreciation and extraordinary depreciation the Company proposes for the 83 

abandoned plant: 84 

1) Estimated salvage and tax savings related to the property that was no 85 

longer being used should be considered;  86 

2) Certain legal fees that were inappropriately included in plant accounts to 87 

be depreciated should be removed; and 88 

3) Errors in the calculations should be corrected. 89 

Q. How did the Company respond to your concern regarding estimated 90 

salvage value or tax savings related to the retired property? 91 

A. The Company’s rebuttal position adjusted depreciation rates for the retired plant 92 

incorporating net salvage values established during the 2004 Charmar rate case 93 

in Docket No. 03-040011 which does not alleviate my concern as to the salvage 94 

value of one of the hydro-pneumatic tanks.  I am accepting the Company’s 95 

                                            
11

 Company Exhibit 3.0, p. 8, lines 9-13.  
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methodology for calculating accumulated depreciation on retired plant from 2005 96 

to 2010.12 97 

Q. Discuss your concern as to the salvage value of one of the hydro-98 

pneumatic tanks. 99 

A. In response to Staff DR TEE 6.01, the Company stated that one of the hydro-100 

pneumatic tanks taken out of service was transferred for rehabilitation and that 101 

the tank has been transferred to an affiliate of Charmar, Camelot Utilities, Inc.13  102 

Since the tank will be used by an affiliate, it is not reasonable for the 103 

undepreciated cost of the tank to be absorbed by the Charmar rate payers.  In its 104 

supplemental response to Staff DR TEE 9.05, the Company provided Charmar 105 

Exhibit 3.0 Workpaper 2nd Revised which eliminates the net book cost of the tank 106 

from the calculation of the loss on abandonment.  My adjustment on Schedule 107 

10.1 incorporates the consideration of the undepreciated cost of the tank as 108 

salvage value in the calculation of the loss on abandonment.  109 

Q. Discuss your concern with legal fees being included inappropriately in the 110 

plant accounts to be depreciated. 111 

A. Legal fees of $16,720.15 were included in amounts charged to Account 3305042 112 

Distribution Reservoirs and Standpipes during 2005 ($13,474.20) and 2006 113 

($3,245.95).  My position to remove these costs from the calculation of loss on 114 

abandonment is unchanged from that in my direct testimony. 115 

                                            
12

 Staff workpaper 10.01. 
13

 Attachment A - Company response to Staff DR 6.01. 
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Of the $13,474.20 in capitalized legal fees in 2005 to Account 3305042, the 116 

Company provided support for $11,946.70 to be included as “General” legal 117 

services.14  The Company was unable to provide support for the remaining 2005 118 

costs of $1,527.50.15  Nothing was provided to show that these amounts were 119 

appropriately capitalized.  Therefore, these amounts should be removed from the 120 

calculation of the loss on abandonment as presented in my direct testimony. 121 

Of the $3,245.95 in capitalized legal fees in 2006 to Account 3305042, the 122 

support provided by the Company indicated that the costs were legal fees for 123 

easements.  Since these costs are related to the same easement discussed 124 

above, the costs should be afforded the same treatment as the easement and 125 

should be reclassified as Non-depreciable Property. 126 

Therefore, my adjustment reflected on Schedule 10.1 removes $16,720.15 in 127 

legal fees from the calculation of the loss on abandonment as presented in my 128 

direct testimony. 129 

Q. How did the Company respond to the errors you identified in its calculation 130 

of accumulated depreciation and extraordinary depreciation?  131 

A. In rebuttal testimony, the Company continued to err in its calculation but in its 132 

supplemental response to Staff DR TEE 9.05 the Company provided workpapers 133 

which acknowledged and corrected the calculations.  The Company calculated a 134 

depreciation rate on the abandoned plant to be 2.78% based on specific plant 135 

                                            
14

 Company response to TEE 3.01 Charmar. 
15

 Id. 
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depreciation rates rather than the composite rate of 2.92% that I used in my 136 

direct testimony adjustment.  In the interest of narrowing the issues, I have 137 

reflected the Company’s methodology for calculating accumulated depreciation in 138 

my adjustments. 139 

Q. Does this correction resolve any remaining contested issues surrounding 140 

the extraordinary depreciation? 141 

A. No.  My adjustment reflected on Schedule10.01 reflects the removal of legal fees 142 

of $16,720.15 that remains contested by the Company.  As explained in my 143 

direct testimony,16 the calculation for extraordinary depreciation should exclude 144 

these legal fees.  The Company continues to include those amounts in its 145 

calculation as provided in its supplemental response to Staff DR TEE 9.05. 146 

Amortization Period 147 

Q. What was the Company’s response to your proposal to amortize the costs 148 

of the undepreciated plant over 15 years rather than the 8.13 years 149 

proposed by the Company? 150 

A. The Company accepted my proposal to use a 15-year amortization period rather 151 

than the 8.13 years proposed in its direct testimony.17  This is no longer a 152 

contested component of this issue. 153 

Summary of Charmar Plant Retirement Contested Issues 154 

                                            
16

 Staff Exhibit 2.0, p. 9, lines 157 – 165. 
17

 Company supplemental response to TEE 9.05. 
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Q. Please summarize your position on the contested issues surrounding the 155 

Early Retirement of Charmar plant. 156 

A. I propose the following recommendations related to Charmar early plant 157 

retirement: 158 

1) The easements and related costs totaling $33,568 should be reclassified 159 

from Accounts 302 and 303 to Account 121, Non-utility Property.  These 160 

costs should not be included in the calculation of extraordinary 161 

depreciation. 162 

2) Legal fees currently recorded in account 330 totaling $3,245 associated 163 

with easements should be reclassified to account 121, Non-utility 164 

Property.  These costs should not be included in the calculation of 165 

extraordinary depreciation. 166 

3) Unsupported legal fees that were not shown to be capital costs totaling 167 

$13,474 should be disallowed from recovery in rate base. These costs 168 

should not be included in the calculation of extraordinary depreciation.  169 

Transfer of Charmar Tank 170 

Q. Describe Schedule 10.02, Adjustment for Transfer of Charmar Tank. 171 

A. Schedule 10.02 reflects an adjustment to remove from rate base the costs 172 

related to the transfer of a tank from Charmar to Camelot which was not 173 

previously included in the costs of plant being abandoned.  This adjustment is not 174 
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contested as it was identified in the Company’s supplemental response to Staff 175 

DR TEE 9.05. 176 

Accounting Treatment for Charmar Retirement 177 

Q. Did the Company respond to your proposal for specific accounting 178 

treatment for the retirement of the plant no longer used for Charmar water 179 

customers? 180 

A. Yes, the Company agreed to book the recommended retirement entries within 60 181 

days of the final order.18  I continue to recommend that the Company be ordered 182 

to provide to the Manager of Accounting Department of the Commission the 183 

actual journal entries made to reflect this retirement within 60 days of the final 184 

order in these proceedings. 185 

Comments and Recommendations Concerning Plant Retirements 186 

Q. Please summarize your recommendations made in direct testimony 187 

regarding plant retirements. 188 

A. I recommended that the Order in this proceeding order the Companies to: 189 

1) Book retirements from plant in service as they occur throughout each 190 

year; 191 

2) File the actual journal entries made to record all retirements addressed 192 

and approved in the final order of these proceedings and prior rate 193 

cases that had not yet been recorded on E-docket within 60 days of 194 

                                            
18

 Company Exhibit 3.0, p. 7, lines 1-3. 
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the final orders in these rate cases and provide a copy to the Manager 195 

of Accounting; 196 

3) File a report on the Company’s policy for recording retired plant on e-197 

docket within 6-months of the order in these proceedings; and 198 

4) Complete the plant schedules as well as all other pages of ILCC Form 199 

22 in their entirety and cease the shortcuts the Companies have taken 200 

in prior years’ reports. 201 

 In rebuttal testimony the Company has agreed to: 202 

1) File the actual journal entries for all recommended retirements and 203 

Commission-ordered adjustments within 60 days of the final orders; 204 

2) Provide a report to the Manager of Accounting of the Commission 205 

identifying the Companies’ policy for recording retired plant; and  206 

3) Ensure that the annual reports show the retirements appropriately 207 

going forward.19 208 

Q. Are there any open issues from your recommendations concerning plant 209 

retirements? 210 

A. Yes.  In direct testimony, I voiced concern with the Companies’ failure to 211 

associate “cap time” with specific plant in service.  While the Company discusses 212 

the burden of tracking capitalized time for many small additions,20 no response is 213 

given to my main concern, i.e., whether the labor associated with smaller projects 214 

                                            
19

 Company Exhibit 3.0, p. 9, lines 16-20. 
20

 Id., p. 10, lines 1 – 23. 



  Docket Nos. 11-0561 - 11-0566 (Cons.) 
ICC Staff Exhibit 10.0 

12 
 

is removed from plant accounts upon retirement of those small projects.  The 215 

Company correctly points out that retirements do not typically have any impact 216 

on rate base.21 However, if capitalized time associated with small projects, such 217 

as meter installations, is not tracked then that capitalized labor is not removed 218 

from plant when the meters are retired.  This results in overstated plant, 219 

accumulated depreciation, and depreciation expense going forward.  The 220 

Company should respond to this concern in its surrebuttal testimony and should 221 

include a process to address this issue in its report on the Companies’ policy for 222 

recording retired plant. 223 

Original Cost Determination 224 

Q. Does the Company agree with your proposed Original Cost Determination? 225 

A. In theory, the Company agrees with an Original Cost Determination.22  However 226 

for Charmar, due to certain plant adjustments that are contested, the Company 227 

has calculated a different amount from my recommendation.23  I recommend that 228 

in the event my adjustments are not approved in the final order, the format for 229 

calculating the Original Cost on Schedule 10.03 be used to derive the amount 230 

approved as the original cost. 231 

Q. Have you made any changes to the Original Cost of December 2009 plant 232 

from your schedule in direct testimony? 233 

                                            
21

 Company Exhibit 3.0, p. 10, lines 5-8. 
22

 Company response to Staff data request TEE 9.07 
23

 Company Exhibit 3.0, Schedule 3.1 CM, page 10. 
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A. Yes, my recommendation in direct testimony did not consider that the $169,950 234 

of plant was actually abandoned in 2008 even though it remains on the 235 

Company’s books.  Since it was no longer used and useful at December 31, 236 

2009, that amount also needs to be removed from the year end plant balance 237 

reported on the December 31, 2009 ILCC Form 22.  In addition, the cost to 238 

transfer the tank from Charmar was not previously considered. 239 

Q. What is your recommendation regarding an Original Cost Determination in 240 

this proceeding? 241 

A. I recommend the Commission Order in this proceeding state: 242 

It is further ordered that the $326,456 original cost of water plant in service 243 
for Charmar Water Company at December 31, 2009, as reflected on Staff 244 
Schedule 10.03, is unconditionally approved as the water original costs of 245 
plant. 246 

It is further ordered that the $402,961 original cost of water plant in service 247 
for Cherry Hill Water Company at December 31, 2009, as reflected on 248 
Staff Schedule 10.03, is unconditionally approved as the water original 249 
costs of plant. 250 

It is further ordered that the $702,376 original cost of water plant in service 251 
for Clarendon Water Company at December 31, 2009, as reflected on 252 
Staff Schedule 10.03, is unconditionally approved as the water original 253 
costs of plant. 254 

It is further ordered that the $627,242 original cost of water plant in service 255 
for Killarney Water Company at December 31, 2009, as reflected on Staff 256 
Schedule 10.03, is unconditionally approved as the water original costs of 257 
plant. 258 

It is further ordered that the $1,335,221 original cost of water plant in 259 
service for Ferson Creek Utilities Company at December 31, 2009, as 260 
reflected on Staff Schedule 10.03, is unconditionally approved as the 261 
water original costs of plant. 262 
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It is further ordered that the $1,910,182 original cost of sewer plant in 263 
service for Ferson Creek Utilities Company at December 31, 2009, as 264 
reflected on Staff Schedule 10.03, is unconditionally approved as the 265 
sewer original costs of plant. 266 

It is further ordered that the $966,972 original cost of water plant in service 267 
for Harbor Ridge Utilities, Inc. at December 31, 2009, as reflected on Staff 268 
Schedule 10.03, is unconditionally approved as the water original costs of 269 
plant. 270 

It is further ordered that the $199,135 original cost of sewer plant in 271 
service for Harbor Ridge Utilities, Inc. at December 31, 2009, as reflected 272 
on Staff Schedule 10.03, is unconditionally approved as the sewer original 273 
costs of plant. 274 

Conclusion 275 

Q. Does this question end your prepared direct testimony? 276 

A. Yes. 277 
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Schedule 10.01

Line

No. Description Charmar Source

(a) (b) (c)

1 Legal Fees 10,568$              Company responses to Staff data requests TEE 4.01 and 5.01

2 Easements 23,000                Company responses to Staff data requests TEE 4.01 and 5.01

3 Decrease to utility plant per Staff (33,568)$             Sum of lines 1 through 3

4 Decrease to utility plant per Company -                          

5 Staff proposed decrease to utility plant in service (33,568)$             line 3 minus line 4

6 Accumulated depreciation on abandoned plant per Staff 44,644$              Company Exhibit 3.0 Workpaper Revised

7 Accumulated depreciation on abandoned plant per Company 40,020                Company Schedule 3.1 CM

8 Staff proposed decrease to accumulated depreciation 4,624$                Line 6 minus line 7.

9 Extraordinary depreciation on abandoned plant per Staff 6,482$                Staff workpaper w/p 10.01 Abandoned Plant tab 2

10 Extraordinary depreciation on abandoned plant per Company 8,662                  Company Schedule 3.1 CM

11 Staff proposed decrease to amortization expense (2,180)$               Line 9 minus line 10

Utilities Inc.

Adjustment for Abandoned Plant - Charmar

For the Test Year Ending September 30, 2010
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Line

No. Description Charmar Source

(a) (b) (c)

1 Removal and Transport of Tank per Staff (4,190)$   Company response to TEE 9.05 Supplemental

2 Removal and transport of Tank per Company 0

3 Staff Proposed decrease to Plant in Service (4,190)$   Line 1 minus line 2

4 Accumulated depreciation on Removal of Tank per Staff 320$       Company response to TEE 9.05 Supplemental

5 Accumulated depreciation on Removal of Tank per Company 0

6 Staff Proposed decrease to Accumulated Depreciation 320$       Line 4 minus line 5

Utilities Inc.

Adjustment for Transfer of Charmar Tank

For the Test Year Ending September 30, 2010
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Schedule 10.03

Line Ferson Creek Ferson Creek Harbor Ridge Harbor Ridge

No. Description Charmar Cherry Hill Clarendon Killarney Water Sewer Water Sewer

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 December 31, 2009 Plant per ILCC Form 22 542,597$ 407,225$ 827,058$ 661,245$ 1,373,923$  1,916,710$  987,068$       411,699$       

2 Prior Ordered Adjustments not booked  (Schedule 2.04) (8,433)      (76,737)    (27,653)    (21,515)         (211,145)        

3 Staff Proposed Retirements (Schedules 2.03 and 10.02) (4,190)      (4,264)      (47,945)    (6,350)      (43,332)        (1,898)          -                    -                     

4 Company proposed abandonment (169,950)  

5 Staff Proposed Reclassifications (Schedules 2.07 and 10.01) (33,568)    4,630           (4,630)          1,419             (1,419)            

6 Original Plant Cost per Staff (Sum of lines 1 through 5) 326,456$ 402,961$ 702,376$ 627,242$ 1,335,221$  1,910,182$  966,972$       199,135$       

Utilities Inc.

Original Cost of Plant

For the Year Ending December 31, 2009


