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ON BEHALF OF 

CAMELOT UTILITIES, INC. 

GREAT NORTHERN UTILITIES, INC. 

LAKE HOLIDAY UTILITIES CORPORATION 

 

 

Q. Please state your name, title, business address. 1 

A. My name is Dimitry Neyzelman.  I am a Senior Regulatory Accountant for Utilities, Inc. 2 

and its subsidiaries.  My business address is 2335 Sanders Road, Northbrook, Illinois 3 

60062. 4 

 5 

Q. Please summarize your professional background? 6 

A. I joined Utilities, Inc. in October 2005.  Prior to joining the Company, I was a consultant in 7 

the Dispute Resolution and Valuation department for Virchow Krause and Company, a 8 

Litigation Consultant with Russell Novak and Company, an Investment Consultant for 9 

Deloitte & Touche Investment Advisors and a Portfolio Administrator for Harris 10 

Associates LLC, all in Chicago, Illinois.  I have over 10 years experience in public 11 

accounting, litigation consulting and investment consulting. 12 

 13 

I earned a Bachelors of Science Degree in Finance and a Concentration in International 14 

Business at the College of Business at the University of Illinois at Chicago.   I have 15 

successfully completed the utility rate regulation seminar sponsored by NARUC. 16 

 17 

Q. What is the purpose of your testimony? 18 
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A. The purpose of my testimony is to reply to Staff’s and the Attorney General’s position on 1 

the phase-in approach. 2 

 3 

Q. Please state the Companies’ rebuttal position on phased-in rates.  4 

A. The Company supports Staff Witness Rukosuev’s primary recommendation that the 5 

Commission should not require any rate mitigation plan because such implementation 6 

works against the development of cost-based rates. Granting the Companies below cost 7 

rates will cause an overwhelming burden to the Companies to provide a safe and reliable 8 

service. 9 

 10 

 However, if the Commission decides to order the Companies to implement a phased-in rate 11 

plan, the following factors must be incorporated.  Certain facets of the proposals offered by 12 

the Attorney General and Staff would have merit if a phase-in were adopted.  The factors 13 

outlined below represent a hybrid between their proposals and will cause less harm to the 14 

Companies and their customers than any other previously recommended plan. 15 

 16 

1. The cost of capital of 7.71% is used for the interest calculation of the carrying costs on 17 

the deferred revenue shortfall.  This overall cost of capital was approved by the 18 

Commission and can be found in ICC Staff Exhibit 3.0, Schedule 3.1.  Staff Witness 19 

Rukosuev’s recommendation to use the short-term interest rate of 2.85% in calculating 20 

the interest on carrying costs is unreasonable and confiscatory.  The 2.85% cost of 21 

short-term debt would only be appropriate for a deferral of less than 365 days, which is 22 

the defined time frame for “short-term.”  The phase-in plan period that Mr. Rukosuev 23 
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proposes is greater than the short-term period of one year.  An expense paid currently is 1 

substantially greater in value than the present value of the payment deferred with only 2 

2.85% interest.  The Companies must pay 7.71% to attract the money necessary to pay 3 

for the unfunded expenses that they are incurring.  To be made whole, the Companies’ 4 

carrying costs need to include the long term components as well as the short term 5 

components of the Companies capital structure.   6 

2. The phase-in period of three years should be used for Camelot and Great Northern.  7 

The Company agrees with the Attorney General that Lake Holiday does not need 8 

phased-in rates.  The rate caps used for the three year phase-in plans for the two 9 

companies should follow Staff Witness Rukosuev’s rate caps of 60% for Year 1, 75% 10 

for Year 2, 90% for Year 3, and 100% for the years thereafter.  The Attorney General’s 11 

proposed phase-in time frames are unreasonable, extremely long and do not correspond 12 

with the Companies’ plans to adjust rates on a three year cycle.  The Commission 13 

should choose a three year maximum phase-in plan since this time frame is more 14 

reasonable and less costly to the ratepayers. 15 

3. Participation in the proposed phase-in plan will be voluntary.  Some customers might 16 

not want to participate in this plan and might be against paying higher rates and interest 17 

in the future.  Although, it would be costly for the Companies to offer two different rate 18 

plans (with and without phased-in rates), it is important to give the customers a choice. 19 

4. The costs that would be required to spend on altering the billing system to 20 

accommodate the capability of offering multiple billing options to the customers as 21 

well as costs required to educate customers about the different billing options should be 22 

added to the deferred amounts to be recover with the carrying costs. 23 
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5. Only existent customers will be offered the option to participate in the phase-in plan 1 

within a 90-day sign-up window. 2 

6. Outstanding deferral amounts become due immediately when participants discontinue 3 

service. 4 

7. If the Companies file an application for rate relief during the deferral period, the 5 

outstanding carrying costs and deferred revenues will be recovered and incorporated in 6 

the new proposed rates. 7 

8. Deferred O&M expenses will be deferred and amortized over three years.  ADIT on 8 

deferred O&M expenses will be recorded to realize the temporary timing differences in 9 

recovering deferred revenues. 10 

 11 

Q. Can you provide an example of how the hybrid phase-in plan will work?  12 

A. Yes, the calculation of phase-in Year 1 for Camelot Water shown in Schedule 5 C-W.  The 13 

approved revenues will be capped at 60% in year 1.  The deferred revenue requirement in 14 

Year 1 is $94,985.  The deferred O&M and ADIT on O&M is also shown in located in 15 

Schedule 5 C-W.  The individual rates per customer class are developed in Schedule 1 C-16 

W.  The revenue requirement used to develop individual rates for each phase is calculated 17 

as follows.  For Year 1 for Camelot Water, the total O&M granted in the recent Order is 18 

decreased by the total carrying costs deferral for that particular year.  The revenue increase 19 

is capped at 60%.  These two adjustments produce a new revenue requirement for Year 1 in 20 

the amount of $142,478.  That total new revenue requirement then is translated in 21 

individual rates based on the test year’s consumption levels and customer count.  This same 22 
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calculation is repeated for each subsequent phase year for Camelot Water.  Similar 1 

schedules are presented for Camelot Sewer and Great Northern.   2 

 3 

Q. Please respond to Staff Witness Rukosuev’s steps to address bill impacts going 4 

forward.  5 

A. The first forward-looking step that Mr. Rukosuev recommends is that the Companies 6 

include rates based on differences in the cost of servicing customers in future rate cases. 7 

This is practically a proposal for the Companies to perform a cost of service study for each 8 

future rate case.  It is extremely costly to perform a cost of service study.  For example, a 9 

cost of service study for Camelot would cost approximately $6,000 based on an outside 10 

consultant’s estimate.  This estimate only includes the outside costs and does not include 11 

the costs that would be incurred internally.  In addition, it will not be beneficial for these 12 

small utilities with a homogeneous customer base to invest in a cost of service study.  For 13 

example, Camelot has only two types of customers: 5/8” residential and 1” commercial.  14 

Cost of service studies are usually performed for larger companies with a wide variety of 15 

customer classes. 16 

 17 

 The second forward-looking step that Mr. Rukosuev recommends is that the Companies 18 

consider consolidation to increase the customer base and thus have a larger number of 19 

customers to absorb future abrupt needs for rate relief.  The Companies will look at the 20 

possibility of consolidating certain Illinois subdivisions in the future.  A detailed analysis 21 

needs to be performed to determine which subdivisions could be consolidated based on 22 
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factors including but not limited to: geography, current rate structure, infrastructure, and 1 

customer base.    2 

 3 

Q. Does this conclude your rehearing rebuttal testimony? 4 

A. Yes, it does. 5 


