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Q. Please state your name. 

A. Dan E. Long 

 

Q. Are you the same Dan E. Long that previously submitted testimony 

in this proceeding? 

A. Yes. 

 

Q. What is the purpose of your Responsive Testimony? 

A. I would like to reply to portions of the various testimonies submitted by the 

Commission Staff. 

 

RESPONSE TO TESTIMONY SUBMITTED BY SCOTT TOLSDORF 

Q. What is the first Staff Exhibit you would like to address? 

A. I would like to discuss various aspects of Staff Exhibit 1.0, sponsored by 

Scott Tolsdorf. 

Mr. Tolsdorf makes various observations and adjustments to rate base and 

operating income.   

Mr. Tolsdorf describes an adjustment to working capital requirements that is 

different than the adjustment for working capital proposed by the Company.  The 

Company does not contest his approach, and will adopt such an adjustment 

format in its next rate request. 

Mr. Tolsdorf also proposes an adjustment to interest expense.  This adjustment 

modifies test year interest costs to coincide with a calculated interest rather than 
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actual interest expense.  The expense proposed by Mr. Tolsdorf is based upon 

the cost of debt multiplied by rate base.  The Company does not contest such an 

adjustment. 

 

Q. Mr. Tolsdorf makes a recommendation to the Commission that would 

officially establish a determination of original cost plant in service for both 

electric and gas operations.  Do you agree with his recommendation? 

A.. Yes.  The Company does not contest the recommendation made by Mr. 

Tolsdorf regarding the amounts of electric and gas plant for which the 

Commission would make an original cost determination. 

 

Q. Mr. Tolsdorf makes a recommendation regarding depreciation rates 

that asks that the Commission order Mt. Carmel to perform an analysis of 

depreciation rates and include the findings of this analysis in the 

Company’s next filing for a change in electric or gas rates.  Does the 

Company agree with this request? 

A. Yes.  The Company will, prior to the filing of its next rate case, perform a 

depreciation rate analysis.  Upon completion, the Company will share the results 

of the analysis with the Commission Staff, and presumably utilize the results in its 

next request for an increase in rates.   
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RESPONSE TO TESTIMONY SUBMITTED BY BURMA JONES 

Q. Ms. Jones proposes an adjustment to operating expenses that 

reduces allowable expenses by an amount associated with “lobbying 

expenses”.  Do you have a response to this proposed adjustment? 

A. Yes.  While the Company does not contest the requirement that this 

standard describes, the Company would simply like to point out circumstances 

associated with the cost Ms. Jones proposes to eliminate.  While the adjustment 

has no effect on the level of revenue requested by the Company in this 

proceeding, it may at another time in the future.  As a result, this response is 

more theoretical in nature. 

The portion of the Act cited by Ms. Jones does correctly describe that allowed 

expenses for ratemaking purposes should not include “any amount expended for 

political activity or lobbying as defined in the “Lobbyist Registration Act.”  While 

the Company does not contest the meaning or reasoning behind this standard, 

the Company does believe that the expenses utilized in the proposed adjustment 

do not specifically meet the test of “political activity or lobbying.”  This belief is 

based upon the specific cost causation of the expenses at issue.  The costs that 

are proposed to be eliminated are not, in the Company’s opinion, political activity 

or lobbying.  They are rather, only the time and associated cost for the employee 

at issue related to record keeping associated with the Lobbyist Registration Act.  

Specifically, the only time recorded by this employee on “lobbying related 

activities” is the time spent to complete the records required.  These records 

show that the employee spent no time directly on lobbying or political activity, but 
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rather the entire time spent was for just the record keeping.  The Company 

believes this to be a reasonable and allowable expense because the portion of 

the Act cited by Staff describes “political activity or lobbying” rather than “lobbying 

related activities.”  

 

RESPONSE TO TESTIMONY SUBMITTED BY ALICIA ALLEN 

Q. Do you have any response to Staff Ex. 4.0 sponsored by Alicia Allen? 

A. My testimony will address certain rate design issues proposed by Staff 

witness Alicia Allen in ICC Staff Ex. 4.0. 

 

Q. What is the first rate design issue you would like to address? 

A. Staff Witness Allen suggests in her testimony that there is no cost basis 

for the Company’s proposal to increase only the therm charge in the two gas rate 

classes in order to accommodate the increase in revenues eventually allowed by 

the Commission. 

 

Q. What does Ms. Allen propose with respect to an allocation of the 

revenue increase? 

A. Ms. Allen proposes to allocate the increase for each rate class equally on 

a percentage basis to both the customer charge and the therm charge.  She 

further suggests that because the Company did not utilize an embedded cost of 

service study in this proceeding that there is no cost basis for allocating the entire 
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increase in class revenue to the therm charge, and that an equal, across the 

board increase is more equitable. 

 

Q. Do you agree that there is no cost basis for the Company’s proposed 

revenue allocation? 

A. Yes.  However, not only is there no cost basis supporting the Company’s 

proposed allocation, if the absence of an embedded cost study is compelling, 

there is also no basis for allocating the increase equally to the two base rate 

components.  

 

 The two customer classes involved have relatively the same proportion of total 

revenue as they did in the last proceeding, and the Company has not made any 

changes to its system or its business practices in the intervening years that 

would drastically alter the historical cost relationships from the previous rate 

case.   

 

That said, the Company’s proposed revenue allocation in this proceeding was 

never based on cost.  It was actually based on presumed customer impact, and 

other factors including those mentioned by Staff such as stability and gradualism. 

 

Q.  Would the Company be harmed by the proposal made by Staff for 

the allocation of revenue? 
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A. Possibly not, particularly in the short term.  However, in the long term 

there are factors that the Company believes also support the Company’s 

proposal to allocate the revenue increase to just the therm charge. 

 

Q. What are these factors? 

A. The Company, in proposing to allocate the increase to the therm charge, 

considered factors such as: 

1) customers desire to mitigate the effect of the rate increase, 

2) competition from propane markets, 

3) customers whose use of natural gas is seasonal, or essentially only for 

heating. 

 

Q. Would you discuss your first issue regarding mitigation of the rate 

increase? 

A. Yes.  Since the last rate case, the economy in general, and the economy 

in the Company’s service area specifically, has seen a downturn.  This is not 

news to anyone.  Prior to filing this request for a revenue increase, the Company 

was evaluating not only how much revenue it required, but also methods of 

collecting that revenue that would provide customers with some control over how 

the revenue increase would affect them.  By maintaining the existing level of the 

customer charge, customers have the opportunity to attempt to control their gas 

consumption in order to minimize the increase in their bill.  If one half of the 
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revenue increase was apportioned to the customer charge, customers would 

have no control over one half of the increase they are asked to absorb.   

 

We believe an allocation of the revenue increase in this specific case only to the 

therm charge advances the goals of stability and gradualism proposed by the 

Staff witness.   

Stability is maintained by keeping one of the base rate charges unchanged.  

Gradualism is advanced by increasing only one base rate charge in this case, as 

compared to the last rate case where both charges were increased. 

 

Q. How does competition from the propane market affect the 

Company’s gas sales and rate design? 

A. Some portions of the Company’s service area contain customers who 

utilize propane rather than natural gas.  In certain of these areas, the Company 

has not yet extended service mains to these locations, and in other areas, 

service mains are present but the propane user has not switched to natural gas.  

If no connection cost is required, natural gas can be an attractive alternative 

because it can be easier to budget for a monthly payment than the lump sum 

payment often required with propane.  However, there are aspects of propane 

usage that can be more attractive than natural gas.  There are small connection 

costs associated with propane, and the customer does not have to purchase the 

tank, and there is no monthly rental fee for the tank.  There is only the cost of the 

propane itself, as there is no customer charge or fixed monthly charge.  For 
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users that are seasonal in nature such as for space heating only, the effect of the 

customer charge can be a factor, as some customers object to paying the 

customer charge when they have no consumption.  This is why the  

Company is sensitive to the level of the customer charge, as it can be a factor in 

enticing propane customers to switch to natural gas.  It can also be an issue 

where former propane users may revert back to propane if they object to a fixed 

cost that they consider too high.   

 

Propane is the most significant competition faced by the Company.  While none 

of the Company’s customers transport natural gas, and never have, 

transportation does not affect the level of earnings realized by the Company, as 

gas cost is separated from the costs recovered for delivery of gas, regardless of 

who owns the gas.  However, with propane, the Company’s operating costs and 

investment can be impacted both positively and negatively. 

 

Q.  How can customers whose only use for natural gas is for space heating 

be impacted by the level of the customer charge? 

A.   Natural gas customers whose usage is for space heating only can be 

influenced by the level of the customer charge in a manner similar to that 

described above with respect to propane.  These gas customers may instead 

request disconnection of service once heating is not required and then request 

reconnection be made at the start of the heating season.  While tariff terms and 

conditions exist that presumably restrict this action, in reality it can be difficult to 
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control.  As a result, revenue can suffer as frustrated customers attempt to not 

pay a fixed customer charge they feel is too high during periods of little or no 

usage.  

 

 

Q. Does this conclude your responsive testimony? 

A. Yes it does. 
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