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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Burma C. Jones.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. I am currently employed as an Accountant in the Accounting Department 7 

of the Financial Analysis Division of the Illinois Commerce Commission 8 

(“Commission”). 9 

 10 

Q. Please describe your professional background and affiliations. 11 

A. I am a licensed Certified Public Accountant with a Bachelor of Arts in 12 

Accountancy from Sangamon State University, which is now known as the 13 

University of Illinois at Springfield.  I joined the Staff of the Illinois 14 

Commerce Commission (“Staff”) in October 1999.  My prior accounting 15 

experience includes five years as the Assistant Controller for a mid-size 16 

retail business and two and one-half years on the accounting staff of the 17 

Illinois Office of the Comptroller. 18 

 19 

Q. Have you previously testified before any regulatory bodies? 20 

A. Yes, I have testified on several occasions before the Illinois Commerce 21 

Commission. 22 
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Q. What is the purpose of your testimony in this proceeding? 23 

A. I have reviewed and analyzed Mt. Carmel Public Utility Company’s (“Mt. 24 

Carmel” or “Company”) filing and the underlying data.  The purpose of my 25 

testimony is to propose adjustments to (1) FAC and PGA revenues and 26 

costs, (2) industry association dues, (3) lobbying expense, (4) advertising 27 

expense, (5) community and economic development organizations 28 

expense, (6) miscellaneous general expense, (7) general plant 29 

maintenance expense, and (8) rate case expense. 30 

   31 

Schedule Identification 32 

Q. Are you sponsoring any schedules as part of ICC Staff Exhibit 2.0? 33 

A. Yes.  I am sponsoring the following schedules: 34 

 Schedule 2.01 E  FAC Revenues and Costs Adjustment  35 

 Schedule 2.01 G  PGA Revenues and Costs Adjustment 36 

 Schedule 2.02 E and G Industry Association Dues Adjustment 37 

Schedule 2.03 E and G Lobbying Expense Adjustment 38 

Schedule 2.04 E and G Advertising Expense Adjustment 39 

Schedule 2.05 E and G Community and Economic Development 40 

Organizations Expense Adjustment 41 

Schedule 2.06 E and G Miscellaneous General Expense Adjustment 42 

Schedule 2.07 E and G General Plant Maintenance Expense Adjustment 43 

Schedule 2.08 E and G Unamortized Rate Case Expense Adjustment 44 
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 Schedule 2.09 E and G Rate Case Expense Adjustment 45 

  46 

Q. Please explain the “E” and “G” suffixes that appear with your 47 

schedule numbers. 48 

A. The Company has filed for a revision to electric rates design and for an 49 

increase in rates for gas services.  The “E” suffix identifies a schedule that 50 

pertains to electric operations and the “G” suffix identifies a schedule that 51 

pertains to gas operations. 52 

   53 

Attachment Identification 54 

Q. Are you sponsoring any attachments as part of ICC Staff Exhibit 2.0? 55 

A. Yes.  I am sponsoring the following attachment: 56 

 Attachment A – SPI Energy Group invoices for rate case expense   57 

  58 

FAC and PGA Costs and Revenues 59 

Q. Please describe Schedule 2.01 E, FAC Revenues and Costs 60 

Adjustment, and Schedule 2.01 G, PGA Revenues and Costs 61 

Adjustment. 62 

A. Schedules 2.01 E and G reflect removal of costs and corresponding 63 

revenues from the test year that are recoverable under the Fuel 64 

Adjustment Clause and the Purchased Gas Adjustment Clause.  These 65 

costs are not recovered through base rates and should be excluded from 66 
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the respective revenue requirement.  The adjustments have no effect on 67 

net operating income; they simply make the amount of revenue to be 68 

collected through base rates more transparent.      69 

 70 

Industry Association Dues 71 

Q. Please describe Schedules 2.02 E and G, Industry Association Dues 72 

Adjustment. 73 

A. Schedules 2.02 E and G reflect my proposed adjustments to reduce 74 

industry association dues by removing the portion of dues related to 75 

lobbying efforts.  Section 9-224 of the Public Utilities Act (“Act”) states: 76 

The Commission shall not consider as an expense of any public 77 
utility company, for the purpose of determining any rate or 78 
charge, any amount expended for political activity or lobbying as 79 
defined in the “Lobbyist Registration Act.”1 80 

 81 

Q. How did you determine the appropriate amount to deduct for 82 

lobbying activities? 83 

A. In response to Staff Data Request BCJ-4.03, the Company provided 84 

invoices for membership dues from Edison Electric Institute and the Illinois 85 

Energy Association.  The invoices state the percentage of the dues that 86 

are for lobbying activities.  87 

 88 

                     
1
 220 ILCS 5/9-224. 
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Lobbying Expense 89 

Q. Please describe Schedules 2.03 E and G, Lobbying Expense  90 

Adjustment. 91 

A. Schedules 2.03 E and G reflect my proposed adjustments to exclude 92 

lobbying expense from the Company’s electric and gas revenue 93 

requirements. 94 

 95 

Q. What is your rationale for proposing to disallow lobbying expenses? 96 

A. As discussed previously regarding my adjustment to industry association 97 

dues, Section 9-224 of the Act prohibits lobbying expense in the 98 

determination of rates.  Accordingly, I propose to reduce test year 99 

operating expense for lobbyist registration fees and for a portion of the 100 

salary and benefits of a Mt. Carmel employee who is registered as a 101 

lobbyist for the Company.  The amount deducted for salary and benefits 102 

represents the value of the employee’s work time spent on lobbying 103 

related activities. 104 

 105 

Advertising Expense 106 

Q. Please describe Schedules 2.04 E and G, Advertising Expense 107 

Adjustment. 108 

A. Schedules 2.04 E and G reflect my proposed adjustments to disallow 109 

advertising expenses that are promotional or goodwill in nature.  Section 110 
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9-225(2) of the Act expressly states that advertising costs of a goodwill or 111 

institutional nature shall not be considered for the purpose of determining 112 

rates: 113 

In any general rate increase requested by any gas or electric 114 
utility company under the provisions of this Act, the Commission 115 
shall not consider, for the purpose of determining any rate, 116 
charge or classification of costs, any direct or indirect 117 
expenditures for promotional, political, institutional or goodwill 118 
advertising, unless the Commission finds the advertising to be in 119 
the best interest of the Consumer or authorized as provided 120 
pursuant to subsection 3 of this Section.2 121 

Section 9-225(1)(d) of the Act defines goodwill or institutional advertising 122 

as: 123 

any advertising either on a local or national basis designed 124 
primarily to bring the utility’s name before the general public in 125 
such a way as to improve the image of the utility or to promote 126 
controversial issues for the utility or the industry.3 127 

 The types of advertising I propose to disallow (e.g., yearbook ads, sports 128 

venue ads) appear to be nothing more than support of local endeavors 129 

that enhance the Company’s image as a good corporate citizen of the 130 

community. 131 

 132 

Community and Economic Development Organizations Expense 133 

Q. Please describe Schedules 2.05 E and G, Community and Economic 134 

Development Organizations Expense Adjustment. 135 

                     
2
 220 ILCS 5/9-225(2). 

3
 220 ILCS 5/9-225(1)(d). 
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A. Schedules 2.05 E and G reflect my proposed adjustments to remove 136 

memberships, dues, and contributions to community and economic 137 

development organizations from the Company’s revenue requirements. 138 

 139 

Q. What is your rationale for proposing to disallow expenses associated 140 

with community and economic development organizations? 141 

A. Participation in such groups is a promotional and goodwill practice that, 142 

while perhaps promoting good corporate citizenship and enabling 143 

employees to keep in contact with other members of the business 144 

community, is not necessary in providing utility service.  Consequently, the 145 

ratepayers should not be burdened with the expense of the Company 146 

taking part in these community organizations.  The costs should be 147 

removed from the Company’s revenue requirements. 148 

 149 

Miscellaneous General Expense 150 

Q. Please describe Schedules 2.06 E and G, Miscellaneous General 151 

Expense Adjustment. 152 

A. Schedules 2.06 E and G reflect my proposed adjustments to disallow 153 

certain expenses that the Company recorded in Account 930.2, 154 

Miscellaneous General Expense, that are inappropriate to include in the 155 

revenue requirements. 156 

 157 
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Q. Please explain why certain expenses in Miscellaneous General 158 

Expense are inappropriate to include in the Company’s revenue 159 

requirements. 160 

A. Some of the expenses at issue are promotional or goodwill in nature (e.g., 161 

Mt. Carmel Aces Sports Boosters ads, various golf tournament 162 

sponsorships) and are similar to advertising expenses that I propose to 163 

disallow, as discussed previously in the section on Advertising Expense.  164 

Other expenses at issue are donations that do not meet the criteria set 165 

forth in the Act for consideration as an operating expense (e.g., Mt. 166 

Carmel fireworks display, Christmas festival). 167 

It shall be proper for the Commission to consider as an operating 168 
expense, for the purpose of determining whether a rate or other 169 
charge or classification is sufficient, donations made by a public 170 
utility for the public welfare or for charitable scientific, religious or 171 
educational purposes ….4          172 

 To be clear, it is not my position that the Company cannot incur the 173 

expenses at issue here.  Rather, my position is that these expenses are 174 

inappropriate to consider for ratemaking purposes, for the reasons stated 175 

above.  Further, these expenses are not necessary for the Company to 176 

provide utility service; accordingly, ratepayers should not be burdened 177 

with providing the recovery of the costs through an increased rate for utility 178 

service. 179 

 180 

                     
4
 220 ILCS 5/9-227. 
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General Plant Maintenance Expense 181 

Q. Please describe Schedules 2.07 E and G, General Plant Maintenance 182 

Expense Adjustment. 183 

A. Schedules 2.07 E and G reflect my proposed adjustments to correct the 184 

amounts of general plant maintenance expense allocated between electric 185 

and gas operations and to capitalize the cost to remodel two bathrooms.   186 

 187 

Q. Why do you think the amounts of general plant maintenance expense 188 

allocated between electric and gas operations by the Company are 189 

incorrect? 190 

A. A portion of general plant maintenance expense is applicable to office 191 

space rented by the law firm of Koger and Bramlet, P.C.  Regarding 192 

electric operations, the Company double-counted maintenance expense of 193 

$5,215 applicable to the law office when it calculated the amount of 194 

$41,250 to deduct from electric operations for maintenance expense 195 

applicable to general plant allocated to gas operations.  Regarding gas 196 

operations, the Company double-counted maintenance expense of $964 197 

applicable to the law office when it calculated the amount of $34,108 to 198 

add to gas operations for maintenance expense applicable to general 199 

plant allocated to gas operations. 200 

 201 

Q. Please explain why you are capitalizing the costs for remodeling the 202 
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bathrooms. 203 

A. The remodeling costs were expensed in error and should have been 204 

capitalized.5   205 

 206 

 Q. Does your methodology for calculating the amount of general plant 207 

maintenance expense to allocate to gas operations from electric 208 

operations differ from the Company’s methodology? 209 

A. Yes.  The Company calculated the amount of general plant maintenance 210 

expense to allocate to gas operations before it deducted the amount 211 

applicable to the law office.  I deducted the total amount of general plant 212 

maintenance expense applicable to the law office before I calculated the 213 

amount to allocate to gas operations.  Performing the calculation in this 214 

sequence eliminates the need to remove maintenance expense applicable 215 

to the law office from both electric operations and gas operations, as the 216 

Company did in its calculations.   217 

 218 

Unamortized Rate Case Expense  219 

Q. Please describe Schedule 2.08 E and G, Unamortized Rate Case 220 

Expense Adjustment. 221 

A. Schedules 2.08 E and G reflect my proposed adjustments to remove 222 

unamortized rate case expense from the Company’s electric and gas rate 223 

                     
5
 Mt. Carmel Resp. to Staff DR BCJ-4.01. 
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bases.  This treatment of unamortized rate case expense requires 224 

shareholders to bear the capital costs associated with improving their 225 

investment through increased rates, thus ensuring a fair and equitable 226 

allocation of rate case costs between shareholders and ratepayers, who 227 

bear the average annual rate case costs in base rates.  Further, this 228 

treatment provides incentive for the Company to keep its rate case 229 

expenses to a minimum. 230 

 231 

Q. Has the Commission disallowed the recovery of the unamortized 232 

balance of rate case expense in rate base in other rate case 233 

proceedings? 234 

A. Yes.  The customary practice of the Commission is to allow amortization 235 

of rate case expense, but to disallow a return on the unamortized 236 

balance.6  This methodology was also followed in the Company’s previous 237 

rate proceeding, Docket No. 07-0357.7 238 

 239 

Rate Case Expense 240 

Q. Please describe Schedules 2.09 E and G, Rate Case Expense 241 

Adjustment. 242 

                     
6
 Order, Commonwealth Edison Company, ICC Docket No. 05-0597 (July 26, 2006); Order, 

Common-wealth Edison Company, ICC Docket No. 94-0065 (January 9, 1995); Order, 
Consumers Illinois Water Company, ICC Docket No. 91-0137 (May 28, 1992); Order, Central 
Illinois Public Service Company, ICC Docket No. 91-0193 (March 18, 1992); Order, Central 
Illinois Light Company, ICC Docket No. 90-0127 (January 16, 1991). 
7
 Order, Mt. Carmel Public Utility Company, ICC Docket No. 07-0357 (March 12, 2008). 
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A. Schedules 2.09 E and G reflect my proposed adjustments to rate case 243 

expense to allow actual costs that exceed the Company’s estimate and to 244 

remove the rate case expense recorded in Accounts 928.01 and 928.02, 245 

Rate Case Expenses – Electric/Gas. 246 

 247 

 Q. Why do you propose to remove the rate case expense recorded in 248 

Accounts 928.01 and 928.02, Rate Case Expenses – Electric/Gas, 249 

from the test year? 250 

A. I propose to remove the SPI Energy Group invoices for October, 251 

November, and December 2011 recorded in these accounts because they 252 

are also included in the Company’s estimate of rate case expense.  I 253 

propose to remove the other charges recorded in these accounts because 254 

they are either non-recurring costs not related to the instant proceeding or 255 

non-recurring costs incurred by a Company employee.       256 

 257 

Q. What is included in the rate case expense Mt. Carmel is requesting? 258 

A. The rate case expense requested by Mt. Carmel consists solely of 259 

charges for the consulting services of Dan Long, a partner with SPI 260 

Energy Group, who has been retained by the Company to provide utility 261 

related professional services since 1996. 262 

 I reviewed the invoices from SPI Energy Group, which are presented as 263 

Attachment A to this testimony.  Mr. Long was responsible for the 264 
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development, documentation, and support of the rate case filing, and for 265 

providing testimony as the Company’s only witness.  According to the 266 

Company, the hourly rate for the consulting services has not changed in 267 

over twelve years.  In my opinion, the invoiced amounts appear to be just 268 

and reasonable for the work performed. 269 

 270 

Q. Given the information available at the time of your direct testimony, 271 

do you have a recommendation for the amount of rate case expense 272 

the Company should be allowed to recover in its revenue 273 

requirements? 274 

A. Yes.  If the Commission agrees with my analysis of rate case expense, I 275 

recommend that Mt. Carmel be allowed to recover $23,270 in amortized 276 

rate case expense as follows:  $4,654 in the revenue requirement for 277 

electric operations and $18,616 in the revenue requirement for gas 278 

operations.  These amounts represent total allowable rate case expense 279 

of $116,348 amortized over a 5-year period.  280 

 281 

Q. Recognizing that you are not an attorney, what does Section 9-229 of 282 

the Act require? 283 

A. My understanding is that the Commission is required to specifically assess 284 

the justness and reasonableness of any amount expended by a public 285 
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utility to compensate attorneys or technical experts to prepare and litigate 286 

a general rate case filing. 8 287 

 288 

 Q. Given the information available at the time of your direct testimony, 289 

do you have a recommendation for the Commission as to the 290 

language that should be included in the final order with regards to 291 

Section 9-229 of the Act?9 292 

A. Yes.  If the Commission agrees with my analysis of rate case expense, I 293 

recommend that the Order in this proceeding express a Commission 294 

conclusion as follows: 295 

The Commission has considered the costs expended by Mt. 296 
Carmel Public Utility Company to compensate a technical expert 297 
to prepare this gas service rate case and electric service rate 298 
design revision and assesses that the amounts of $4,654 included 299 
in the revenue requirement for electric operations and $18,616 300 
included in the revenue requirement for gas operations for rate 301 
case expense are just and reasonable. 302 

 303 

Conclusion 304 

Q. Does this question end your direct testimony? 305 

A. Yes. 306 

                     
8
 220 ILCS 5/9-229. 

9
 Id. 


