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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 Avenue, 3 

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 

Purpose of Testimony 7 

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

A.  The purpose of my testimony is to respond to the Rebuttal Testimony of Steven 9 

M. Lubertozzi, Joint Applicants Exhibit 3.0, regarding my recommendation that 10 

Utilities, Inc. (“UI”) conduct an annual internal audit to test compliance with 11 

Sections 7-204(b)(2) and 7-204(b)(3). 12 

Compliance with Sections 7-204(b)(2) and 7-204(b)(3) 13 

Q. What recommendation did you make to the Commission in your direct 14 

testimony to assure that the Joint Applicants comply with the conditions of 15 

Sections 7-204(b)(2) and 7-204(b)(3)? 16 

A. I recommended that to ensure Joint Applicant compliance with the conditions of 17 

Sections 7-204(b)(2) and 7-204(b)(3), the Commission order that the Joint 18 

Applicants be subject to the following requirements: 19 

1) Commission Staff be granted access to all books, accounts, records and 20 

personnel of UI and all of its utility and non-utility affiliated sister and 21 
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subsidiary companies, as well as to independent auditor’s working papers, 22 

to the extent permitted by the rules and policies of the independent 23 

auditor; and 24 

2) UI and all its utility and non-utility affiliated sister and subsidiary 25 

companies conduct annual internal audits to test compliance with Sections 26 

7-204(b)(2) and 7-204(b)(3).  The internal audit report documenting 27 

findings, conclusions and recommendations will be submitted to the 28 

Manager of Accounting of the Commission by March 31st each year and 29 

associated working papers will be available to Commission Staff for 30 

review.  The first internal audit after the completion of the project to revise 31 

the cost allocation processing regarding allocation of wages from Water 32 

Service Corporation should specifically address whether the revised 33 

process brings the allocation into compliance with the Affiliate Agreement 34 

approved in Docket Nos. 94-0157 and 08-0335. 35 

Q. How did the Joint Applicants respond to your recommendation regarding 36 

granting Staff access to all books, accounts, records and personnel of UI 37 

and all of its utility and non-utility affiliated sister and subsidiary 38 

companies? 39 

A. On page 2 of the Rebuttal Testimony of Steven M. Lubertozzi, Joint Applicants’ 40 

witness Lubertozzi confirmed that currently Commission Staff has full access to 41 

UI’s and its subsidiaries’ books and records. 42 
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Q. How did the Joint Applicants respond to your recommendation regarding 43 

conducting an annual internal audit to test compliance with Sections 7-44 

204(b)(2) and 7-204(b)(3)? 45 

A. On page 3 of the Rebuttal Testimony of Steven M. Lubertozzi, Joint Applicants’ 46 

witness Lubertozzi explained that UI does not have an internal auditor or any 47 

plans to hire an internal auditor.  Mr. Lubertozzi believes that, if UI reviews and 48 

confirms annually that all allocations that impact the regulated subsidiaries were 49 

conducted and prepared in accordance with the current Affiliate Agreement 50 

approved in Docket Nos. 94-0157 and 08-0335 or any future affiliate agreement 51 

approved by the Commission, then UI would comply with my recommendation. 52 

  Q. What is your response to Mr. Lubertozzi’s proposal that UI conduct an 53 

annual review to confirm that the allocations that impact the regulated 54 

subsidiaries are in compliance with the current affiliate agreement or any 55 

future affiliate agreement approved by the Commission? 56 

A. Given that UI does not have an internal auditor, utilizing internal employees to 57 

perform an annual review would be cost-effective. I recommend that the 58 

Commission accept UI’s proposal to conduct an annual review, instead of hiring 59 

an internal auditor, to confirm that the allocations that impact the regulated 60 

subsidiaries are in compliance with the affiliate agreement subject to certain 61 

conditions.  First, UI should conduct an annual review of all allocations that 62 

impact the regulated subsidiaries and prepare a report that includes a description 63 

of the review’s procedures, findings, conclusions, and recommendations.  The 64 
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report must be verified by a UI officer and must be submitted to the Manager of 65 

Accounting of the Commission by March 31st each year, with the first report due 66 

by March 31, 2014.  Second, the workpapers supporting the review must be 67 

made available to Commission Staff for review upon request.  Third, if the 68 

Manager of Accounting determines that the review was deficient in any respect, 69 

the Manager of Accounting will first communicate the deficiencies to UI.  UI must 70 

remedy any deficiency or provide the Manager of Accounting with an explanation 71 

of why the deficiency cannot be remedied. If UI fails to remedy any deficiency to 72 

the satisfaction of the Manager of Accounting, the Manager may bring the matter 73 

to the Commission to resolve.  74 

Conclusion 75 

Q. Does this question end your rebuttal testimony? 76 

A. Yes. 77 


