
Docket No. 11-0767 
ICC Staff Exhibit 3.0 

 

        
 
 
 
 

 

 

 
DIRECT TESTIMONY 

 
of 
 

MIKE OSTRANDER 
 
 

Accountant 
Accounting Department 

Financial Analysis Division 
Illinois Commerce Commission 

 
 
 

Proposed General Increase in Water and Sewer Rates 
 
 

Illinois-American Water Company 
 
 
 

Docket No. 11-0767 
 

March 1, 2012 
 

 

 

 



Docket No. 11-0767 
ICC Staff Exhibit 3.0 

 ii 

 

TABLE OF CONTENTS 

 

Witness Identification ......................................................................................... 1 

Schedule Identification ....................................................................................... 2 

Adjustment to Rate Case Expense (Confidential and Public Versions) ......... 2 

Adjustment to Social and Service Club Membership Dues ............................ 5 

Adjustment to Lobbying Expense ..................................................................... 6 

Adjustment to Charitable Contributions ........................................................... 6 

Adjustment to Advertising Expense .................................................................. 7 

Conclusion .......................................................................................................... 8 



Docket No. 11-0767 
ICC Staff Exhibit 3.0 

 
 

 1 

Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Mike Ostrander.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

Q. By whom are you employed and in what capacity?   5 

A. I am currently employed as an Accountant in the Accounting Department 6 

of the Financial Analysis Division of the Illinois Commerce Commission 7 

(“ICC” or “Commission”). 8 

Q. Please describe your background and professional affiliation. 9 

A. I received a Bachelor of Business Administration in Accounting from the 10 

University of Notre Dame. I am a Certified Public Accountant and a 11 

Certified Internal Auditor. I joined the Commission Staff (“Staff”) in March 12 

2006. Prior to joining the Commission, I was employed for three years as 13 

a staff accountant in public accounting, seventeen years in private 14 

industry with positions ranging from accounting manager to corporate 15 

officer encompassing all areas of accounting and internal auditing, and 16 

three years as controller of a law firm and software company. 17 

Q. Have you previously testified before this Commission? 18 

A. Yes, I have testified before the Commission on several occasions.  19 

Q. What is the purpose of your testimony in this proceeding? 20 
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A. The purpose of my testimony is to review and propose adjustments as 21 

necessary to the Illinois-American Water Company (the “Company,” 22 

“Illinois-American,” or “IAWC”) operating statement concerning the 23 

following subjects: Rate Case Expense, Social and Service Club 24 

Membership Dues, Lobbying Expense, Charitable Contributions, and 25 

Advertising Expense.   26 

Schedule Identification 27 

Q.  Are you sponsoring any schedules as part of your testimony? 28 

A. Yes.  I am sponsoring the following schedules, which shows data as of, or 29 

for the year ending, September 30, 2013: 30 

Schedule 3.1 Adjustment to Rate Case Expense 

(Confidential and Public Versions) 

Schedule 3.2 Adjustment to Social and Service Club 

Membership Dues 

Schedule 3.3 Adjustment to Lobbying Expense 

Schedule 3.4 Adjustment to Charitable Contributions 

Schedule 3.5 Adjustment to Advertising Expense 

Adjustment to Rate Case Expense (Confidential and Public Versions) 31 

Q. Please describe Schedule 3.1, Adjustment to Rate Case Expense 32 

(Confidential and Public Versions).  33 

A. Schedule 3.1 presents my proposed adjustment to remove estimated 34 

expenses that will not be incurred during the current rate case and 35 
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disallow certain consulting expenses that are not necessary for the 36 

management of the rate case process.   37 

Q. Please explain your removal of estimated expenses that will not be 38 

incurred during the current rate case.  39 

A. In response to Staff data request (“DR”) JMO 6.04 Confidential 40 

Attachment, the Company reduced the “Other” category estimated rate 41 

case expenses for “Customer Notice Pre File – External Costs”, which 42 

were not incurred. 43 

Q. Please explain why you are disallowing certain consulting expenses 44 

that are not necessary for the management of the rate case process.  45 

A. In response to Staff DR JMO 6.05 Confidential Attachment 2, the 46 

Company describes the services that SFIO Consulting, Inc. (“SFIO”) is to 47 

perform during the current rate case.  Those services primarily focused on 48 

review of Company, Staff, and Intervenor testimony and briefs.  Such 49 

services are duplicative and redundant of Company management and 50 

legal counsel responsibilities, thus the contracted costs of such services 51 

are not just and reasonable expenses. It is questionable what value SFIO 52 

adds to the rate case process.  SFIO is not a consulting witness that is 53 

offering testimony on a tangible work product, e.g. rate of return, 54 

depreciation study, etc.  Therefore, I am proposing disallowing the total 55 

estimated SFIO expenses.       56 
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Q. Are you aware of any unresolved potential issues related to rate case 57 

expenses? 58 

A. Yes, I expect additional supplemental data request responses from the 59 

Company related to actual rate case expenses incurred to date.  60 

Accordingly, I may modify my proposed rate case expenses adjustment 61 

as necessary, based on supplemental responses that the Company might 62 

provide. For example, the Company has not disclosed the name(s) of the 63 

consultants nor provided any invoices or documentation of accrued 64 

expenses for the “Consultants” category estimated costs.  There is an 65 

estimated amount, but no detail to show what the amount is based upon.  66 

There is only a general description of what services would be performed. 67 

The amount of time involved in performing those services (and rates), and 68 

the need (or necessity) for whatever service would be performed must be 69 

provided in order to justify the rate case expense.  If the requisite 70 

information is not provided, an adjustment to disallow the Consultants 71 

estimated costs would be reflected in my rebuttal testimony. 72 

Q. Recognizing that you are not an attorney, what does Section 9-229 of 73 

the Public Utilities Act (“Act”) require? 74 

A. My understanding is that the Commission is required to expressly address 75 

in its final order the justness and reasonableness of any amount 76 

expended by a public utility to compensate attorneys or technical experts 77 

to prepare and litigate a general rate case filing. 78 
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Q. Will you provide in rebuttal testimony a recommended amount of rate 79 

case expense and a recommended conclusion for the Commission 80 

to make in its final order?  81 

A. Yes.  I will recommend the following in rebuttal testimony: 82 

The Commission finds that the amounts of compensation for 83 

attorneys and technical experts to prepare and litigate this 84 

proceeding, as adjusted by Staff, in the amount of 85 

$______________ are just and reasonable pursuant to Section 9-86 

229 of the Act (220 ILCS 5/9-229). 87 

Adjustment to Social and Service Club Membership Dues 88 

Q. Please describe Schedule 3.2, Adjustment to Social and Service Club 89 

Membership Dues.  90 

A. Schedule 3.2 presents my proposed adjustment to remove certain social 91 

and service club membership dues from the Company’s revenue 92 

requirement.  Participation in such organizations is a promotional and 93 

goodwill practice, which, while perhaps promoting good corporate 94 

citizenship and enabling employees to keep in contact with other 95 

members of the business community, is not necessary in providing utility 96 

service.  Consequently, the ratepayers should not be burdened with the 97 

expense of the Company’s participating in these organizations.  Thus, it is 98 

not appropriate to include recovery of these nonessential expenses in just 99 
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and reasonable rates and they should be removed from the Company’s 100 

revenue requirement. 101 

Adjustment to Lobbying Expense 102 

Q. Please describe Schedule 3.3, Adjustment to Lobbying Expense. 103 

A. Schedule 3.3 presents my proposed adjustment to remove IAWC 104 

employee expenses related to lobbying that were inadvertently included in 105 

test year operating expenses.  The Commission is prohibited by Section 106 

9-224 of the Act from considering political or lobbying expense.  According 107 

to the Company’s response to Staff DR JMO 3.06, the Company agrees 108 

with the removal of IAWC employee expenses related to lobbying from 109 

the Company’s revenue requirement.  110 

Adjustment to Charitable Contributions 111 

Q. Please describe Schedule 3.4, Adjustment to Charitable 112 

Contributions. 113 

A. Schedule 3.4 presents my proposed adjustment to remove contributions 114 

to a community and economic development organization and for 115 

corporate sponsorships that are of a goodwill nature. 116 

Q. Why should contributions to a community and economic 117 

development organization be removed from the Company’s revenue 118 

requirement? 119 
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A. Contributing to a community and economic development organization is a 120 

promotional and goodwill practice.  Such a contribution may demonstrate 121 

good corporate citizenship, but is not necessary in providing utility service.  122 

Consequently, the ratepayers should not be burdened with the expense of 123 

the Company’s contribution to the community and economic development 124 

organization (Champaign County Economic), and the expense should be 125 

removed from the Company’s revenue requirement. 126 

Q. Why should contributions for corporate sponsorships that are of a 127 

goodwill nature be removed from the Company’s revenue 128 

requirement? 129 

A. The contributions were provided to the Illinois High School Association for 130 

tournaments sponsorship and to Winning Women for annual awards 131 

dinner sponsorship. Theses contributions are for sponsorships that 132 

provide for advertising that is designed to primarily bring the utility’s name 133 

before the general public in such a way as to improve the image of the 134 

utility. Section 9-225 of the Act prohibits the Commission from considering 135 

advertising costs of a goodwill nature for the purpose of determining rates. 136 

Therefore, I am removing these contributions from the Company’s 137 

revenue requirement.  138 

Adjustment to Advertising Expense 139 

Q. Please describe Schedule 3.5, Adjustment to Advertising Expense.  140 
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A. Schedule 3.5 presents my proposed adjustment to remove advertising 141 

expenses that are of a promotional, goodwill or institutional nature.  142 

Section 9-225 of the Act expressly states that advertising costs of a 143 

goodwill or institutional nature shall not be considered for the purpose of 144 

determining rates: 145 

In any general rate increase requested by any gas or electric 146 

utility company under the provisions of this Act, the 147 

Commission shall not consider, for the purpose of 148 

determining any rate, charge or classification of costs, any 149 

direct or indirect expenditures for promotional, political, 150 

institutional or goodwill advertising, unless the Commission 151 

finds the advertising to be in the best interest of the 152 

Consumer or authorized as provided pursuant to subsection 153 

3 of this Section.  (220 ILCS 5/9-225(2)) 154 

Section 9-225 of the Act defines goodwill or institutional advertising as: 155 

[A]any advertising either on a local or national basis 156 

designed primarily to bring the utility's name before the 157 

general public in such a way as to improve the image of the 158 

utility or to promote controversial issues for the utility or the 159 

industry.  (220 ILCS 5/9-225(1)(d)) 160 

Therefore, I recommend disallowing advertising expenses that are of a 161 

promotional, goodwill or institutional nature or are not for specifically 162 

identifiable advertising.  The disallowed advertising consists of advertising 163 

that promotes the use of water or advertising that generally promotes the 164 

Company’s image by displaying the Company’s name without including 165 

any of the allowable purposes listed in 83 Ill. Adm. Code 295.30.  166 

Conclusion 167 

Q. Does this question end your prepared direct testimony? 168 



Docket No. 11-0767 
ICC Staff Exhibit 3.0 

 
 

 9 

A. Yes.  169 


