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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION  

 

 
Mt. Carmel Public Utility Co.  :   
  : Docket No. 13-0079 
  : 
Proposed general rate increase for gas   : 
service and an electric rate design revision.  : 

 

   
INITIAL BRIEF OF THE STAFF 

OF THE ILLINOIS COMMERCE COMMISSION 

 

 The Staff of the Illinois Commerce Commission (“Staff”), by and through its 

undersigned counsel, pursuant to Section 200.800 of the Illinois Commerce Commission’s 

(“Commission” or “ICC”) Rules of Practice (83 Ill. Adm. Code 200.800) and the schedule 

set by the Administrative Law Judge (“ALJ”), respectfully submits its Initial Brief in the 

above-captioned matter. 

I.  BACKGROUND AND PROCEDURAL HISTORY 

 

Mt. Carmel Public Utility Co. (“MCPU” or the “Company”) filed its 285 Filing for a 

general rate increase for gas service and an electric rate design revision on December 28, 

2012.  The tariffs were suspended by the Commission on July 24, 2013.  The Company 

filed the direct, rebuttal, and surrebuttal testimony of Mr. Dan E. Long.  Staff filed the direct 

testimony of Mr. Scott Tolsdorf, Ms. Burma C. Jones, Ms. Sheena Kight-Garlisch, and Ms. 

Alicia Allen, as well as the rebuttal testimony of Mr. Tolsdorf, Ms. Jones, and Ms. Allen.  

No other parties intervened in this proceeding.  An evidentiary hearing was held on July 

16, 2013, at which time testimony was taken and evidence adduced.   
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II. REVENUE REQUIREMENT 

 

 The revenue requirement schedules attached to Staff’s Initial Brief (Appendices A 

and B) are the same as Staff’s rebuttal revenue requirements.  Staff recommends an 

electric revenue requirement of $6,744,452, as reflected on page 1 of Appendix A to 

Staff’s Initial Brief.  Staff Ex. 1.0 at 3; Staff Ex. 5.0, Schedule 5.01E.  This represents a $0 

increase to revenues, which is the amount requested by the Company.  Staff recommends 

a gas revenue requirement of $1,847,153, as reflected on page 1 of Appendix B to Staff’s 

Initial Brief.  Staff Ex. 1.0 at 3; Staff Ex. 5.0, Schedule 5.01G.  Staff recommends an 

overall increase to revenues of $591,742 (47.82%), which is the amount requested by the 

Company.  

 
III. RATE BASE 
 

 Staff recommends an electric rate base of $16,102,914, as reflected on page 4 of 

Appendix A to Staff’s Initial Brief.  Staff Ex. 5.0, Schedule 5.03E.  Staff’s recommendation 

is $886,841 less than the $16,989,755 rate base requested by the Company.  Staff 

recommends a gas rate base of $2,987,289, as reflected on page 4 of Appendix B to 

Staff’s Initial Brief.  Staff’s recommendation is $276,220 less than the $3,263,509 rate 

base requested by the Company.  Staff witnesses Scott Tolsdorf and Burma Jones 

proposed multiple adjustments to rate base, as detailed below. 

 A. Working Capital Adjustment 

 Mr. Tolsdorf proposed an adjustment to use a Formula Method for calculating 

working capital consistent with the Company’s most recent rate case proceeding, Docket 

No. 07-0357. Staff Ex. 1.0 at 7. The Company has stated that it does not contest this 
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approach and will adopt such an adjustment format in its next rate request. Mt. Carmel Ex. 

1.0R at 2.  .  

 B. Law Office Adjustment 

 Mr. Tolsdorf proposed an adjustment to remove the costs associated with office 

space rented to a private law office from the Company’s electric rate base. Staff Ex. 1.0 at 

8.  The Company has stated, in its response to Staff DR BCJ 6.01 and BCJ 6.02, that it 

does not contest any of Staff’s proposed adjustments.   

 C. Allocation of Office Building to Gas 

 

 Staff witness Tolsdorf proposed an adjustment to allocate a portion of the general 

office building to the gas function. Staff Ex. 1.0 at 9.  The Company has stated, in its 

response to Staff DR BCJ 6.01 and BCJ 6.02, that it does not contest any of Staff’s 

proposed adjustments.   

 D. Unamortized Rate Case Expense 

 

 Ms. Jones proposed adjustments to remove unamortized rate case expense from 

the Company’s electric and gas rate bases. Staff Ex. 2.0 at 10-11.  This treatment of 

unamortized rate case expense requires shareholders to bear the capital costs associated 

with improving their investment through increased rates, thus ensuring a fair and equitable 

allocation of rate case costs between shareholders and ratepayers, who bear the average 

annual rate case costs in base rates. Id. at 11. The Company did not contest any of the 

adjustments proposed by Staff witness Jones.  Staff Ex. 6.0, Att. A. 
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IV. ADJUSTMENTS TO OPERATING INCOME 
 

 Mr. Tolsdorf proposed two adjustments to MCPU’s operating income.  First, he 

proposed an adjustment to remove the costs associated with office space rented to a 

private law office from the Company’s electric rate base.  Staff Ex. 1.0 at 8.  The 

adjustment has a derivative impact on the Company’s depreciation expense for the electric 

function.  The Company has stated, in its response to Staff DR BCJ 6.01 and BCJ 6.02, 

that it does not contest any of Staff’s proposed adjustments.   

 Mr. Tolsdorf also proposed an adjustment to allocate a portion of the general office 

building to the gas function. Staff Ex. 1.0 at 9.  The adjustment has a derivative impact on 

the Company’s depreciation expense for both the gas and electric functions.  The 

Company has stated, in its response to Staff DR BCJ 6.01 and BCJ 6.02, that it does not 

contest any of Staff’s proposed adjustments.   

V.  ADJUSTMENTS TO OPERATING REVENUES AND EXPENSES 

 

 The Company does not contest any of the adjustments proposed by Ms. Jones 

regarding operating revenues and expenses, as outlined below.  Staff Ex. 6.0, Att. A. 

A. FAC and PGA Costs and Revenues 
 

 FAC and PGA costs and revenues are not recovered through base rates and 

should be excluded from the respective revenue requirement.  The adjustments have no 

effect on operating income.  Staff Ex. 2.0 at 3-4. 

B. Industry Association Dues 
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 Ms. Jones proposed adjustments to reduce industry association dues by removing 

the portion of dues related to lobbying efforts.  Section 9-224 of the Public Utilities Act 

(“Act”) states: 

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

   

 220 ILCS 5/9-224. 

C. Lobbying Expense 
 

 For the same reason as the adjustments to reduce industry association dues, Ms. 

Jones proposed adjustments to reduce test year operating expense for lobbyist 

registration fees and for a portion of the salary and benefits of a Mt. Carmel employee for 

work time spent on lobbying-related activities.  Staff Ex. 2.0 at 5. 

D. Advertising Expense 
 

 Ms. Jones proposed adjustments to disallow advertising expenses that appear to 

be nothing more than support of local endeavors that enhance the Company’s image as a 

good corporate citizen of the community.  Staff Ex. 2.0 at 5.  Such advertising expenses 

are promotional or goodwill in nature and are expressly prohibited for the purpose of 

determining rates by Section 9-225(2) of the Act, which provides in relevant part that:   

In any general rate increase requested by any gas or electric utility company 
under the provisions of this Act, the Commission shall not consider, for the 
purpose of determining any rate, charge or classification of costs, any direct 
or indirect expenditures for promotional, political, institutional or goodwill 
advertising.   

 

220 ILCS 5/9-225(2). 
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E. Community and Economic Development Organizations Expense 
 

 Ms. Jones proposed adjustments to remove memberships, dues, and contributions 

to community and economic development organizations from the Company’s revenue 

requirements.  Staff Ex. 2.0 at 7.  Participation in such groups is a promotional and 

goodwill practice that is not necessary in providing utility service, and ratepayers should 

not be burdened with the expense. Id.  

F. Miscellaneous General Expense 
 

 Ms. Jones proposed adjustments to disallow expenses that are promotional or 

goodwill in nature (similar to the disallowed advertising expenses) and donations that do 

not meet the criteria set forth in the Act for consideration as an operating expense.  Staff 

Ex. 2.0 at 8. 

 Section 9-227 of the Act provides in relevant part that: 

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

 

220 ILCS 5/9-227. 

 

G. General Plant Maintenance Expense 
 

 Ms. Jones proposed adjustments to correct the amount of general plant 

maintenance expense allocated between electric and gas operations for the office space 

rented by the law firm of Koger and Bramlet, P.C., and to remove bathroom remodeling 

costs that should have been capitalized.  Staff Ex. 2.0 at 9-10. 
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H. Rate Case Expense 
 

 Rate case expense, as adjusted by Ms. Jones to remove costs not related to the 

instant proceeding and costs incurred by a Company employee, consists solely of charges 

for the consulting services of Dan Long, a partner with SPI Energy Group.  Staff Ex. 2.0 at 

12 and Att. A.  If the Commission agrees with Ms. Jones’ analysis of rate case expense 

and that the amounts invoiced for Mr. Long’s services are just and reasonable for the work 

performed, Staff recommends that the Order in this proceeding express a Commission 

conclusion as follows: 

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

See Staff Ex. 2.0 at 14. 

   

VI. ADDITIONAL ACCOUNTING RECOMMENDATIONS 
 

A. Original Cost Determination 
 

 Mr. Tolsdorf recommended that the Commission make a finding in the Order in this 

proceeding that Mt. Carmel’s gas and electric plant balances as of December 31, 2011, 

reflected on Staff Exhibit 1.0, Schedules 1.11-G and E, are approved for purposes of an 

original cost determination.  The Company does not contest the recommendation made by 

Staff regarding the amounts of electric and gas plant for which the Commission would 

make an original cost determination.  MCPU Ex. 1.0R at  3.  Staff recommends that the 

Commission Order in this proceeding state: 
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It is further ordered that the $5,692,065 original cost of gas plant in 
service and $28,992,017 original cost of electric plant in service for 
Mt. Carmel at December 31, 2011, as reflected on Staff Schedules 
1.11G and E, are unconditionally approved as the original costs of 
plant.  

B. Depreciation Rates 
 

 Mr. Tolsdorf recommended that the Commission order Mt. Carmel to perform an 

analysis of its depreciation rates and include the findings of the analysis in the Company’s 

next filings for a change in gas and/or electric rates. Staff Ex. 1.0 at 11.  The Company 

accepted this recommendation.  MCPU Ex. 1.0R at 3.  Staff recommends that the 

Commission Order in this proceeding state: 

It is further ordered that Mt. Carmel will perform an analysis of its 
depreciation rates and include the findings of such analysis in the 
Company’s next filings for a change in gas and/or electric rates.  

 

VII.  CAPITAL STRUCTURE AND COST OF CAPITAL 
 

 Staff witness Sheena Kight-Garlisch presented the overall cost of capital and 

recommended a fair rate of return on rate base for Mt. Carmel.  See, generally, Staff Ex. 

3.0.  The Company did not rebut Staff’s cost of capital recommendations, and Staff 

urges the Commission to adopt Staff’s cost of capital recommendations. 
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Weighted Average Cost of Capital 

December 31, 2012 

         Staff's Proposed Overall Cost of Capital 
Source: Staff Ex. 3.0, Sched. 3.01 

 

Electric Delivery Service Operations 

  
December 31, 

 
Capital  

      Capital 
 

2012 
 

Structure 
   

Liquidity 
 

Weighted 

Component 
 

Balance 
 

Ratio 
 

Cost 
 

Premium 
 

Cost 

           Short-Term Debt 
 

 $        994,341  
 

5.97% 
 

2.70% 
   

0.16% 

           Long-Term Debt 
 

 $     6,432,185  
 

38.60% 
 

3.45% 
   

1.33% 

           Common Equity 
 

 $     9,237,760  
 

55.43% 
 

9.47% 
 

1.50% 
 

6.08% 

    
  

           Total 
 

 $   16,664,286  
 

100.00% 
     

7.57% 

           

           

 
          

Natural Gas Distribution Operations 

  
December 31, 

 
Capital  

      Capital 
 

2012 
 

Structure 
   

Liquidity 
 

Weighted 

Component 
 

Balance 
 

Ratio 
 

Cost 
 

Premium 
 

Cost 

           Short-Term Debt 
 

 $          994,341  
 

5.97% 
 

2.70% 
   

0.16% 

           Long-Term Debt 
 

 $       6,432,185  
 

38.60% 
 

3.45% 
   

1.33% 

           Common Equity 
 

 $       9,237,760  
 

55.43% 
 

8.65% 
 

1.50% 
 

5.63% 

    
  

           Total 
 

 $     16,664,286  
 

100.00% 
     

7.12% 
 

 
 

 
 A. Capital Structure and Cost of Debt 

 
 Ms. Kight-Garlisch recommended a December 31, 2012 capital structure 

consisting of 5.97% short-term debt, 38.60% long-term debt, and 55.43% common 

equity.  Staff Ex. 3.0 at 3.   
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 Ms. Kight-Garlisch recommended a cost of short-term debt of 2.7%, based on the 

interest rate from the Company’s line of credit of the current prime rate minus 0.55%.  

Ms. Kight-Garlisch used the current prime rate as of March 19, 2013 of 3.25% and 

subtracted 0.55% to arrive at the Company’s cost of short-term debt of 2.70%. Id. 

 With regard to long-term debt, Ms. Kight-Garlisch recommended a cost of 3.45%.  

Id. at 6.  The Company did not rebut Staff’s capital structure and cost of debt 

recommendations, and Staff urges the Commission to adopt its capital structure and 

cost of debt recommendations. 

 
 B. Cost of Common Equity 

 
 In its filing, Mt. Carmel proposed a return on common equity of 11.11% for its 

electric delivery service operations and 10.62% for its natural gas distribution 

operations.  MCPU Ex. 1.0 at 14. 

 Ms. Kight-Garlisch estimated Mt. Carmel’s investor-required rate of return on 

common equity to be 10.97% for electric delivery service operations and 10.15% for 

natural gas distribution operations.  Staff Ex. 3.0 at 6.  She measured the investor-

required rate of return on common equity using discounted cash flow (“DCF”) and risk 

premium models.  Id.  Ms. Kight-Garlisch applied those models to samples of public 

utilities comparable in risk to the electric delivery services (“Electric Sample”) and 

natural gas distribution operations (“Gas Sample”) of the Company.   Id. The Electric 

Sample consisted of the nineteen electric utilities that: (1) were assigned an industry 

number of 4911 within S&P Utility Compustat (i.e., natural gas distribution companies) 

and categorized as Electric Utility Industry by The Value Line Investment Survey (“Value 

Line”); (2) had Zacks Investment Research (“Zacks”) long-term growth rates available; 
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(3) had sufficient information to estimate beta; and (4) were not involved in any 

significant merger activity.  Id. at 7. 

The Gas Sample consisted of the eight gas utilities that: (1) were assigned an 

industry number of 4924 within S&P Utility Compustat (i.e., natural gas distribution 

companies) and categorized as Natural Gas Utility Industry by The Value Line 

Investment Survey (“Value Line”); (2) had Zacks Investment Research (“Zacks”) long-

term growth rates available; (3) had sufficient information to estimate beta; and (4) were 

not involved in any significant merger activity.  Id. 

 
  1. DCF Analysis 

 
 DCF analysis assumes that the market value of common stock equals the 

present value of the expected stream of future dividend payments to the holders of that 

stock.  Id.  A non-constant-growth DCF (“NCDCF”) model that reflects a quarterly 

frequency in dividend payments should be used in this analysis.  Id. 

Staff implemented the NCDCF model in this proceeding because the level of 

growth indicated by the average 3-5 year growth rate for Staff’s Electric Sample is not 

sustainable over the long-term.  Id. at 9.  The average 3-5 year growth rate was 5.76% 

for the Electric Sample, while Staff’s estimate of the long-term growth rate was 4.7%. Id.  

Since the near-term growth rate for the Electric Sample exceeds the expected long-term 

overall economic growth rate, the sustainability of the average 3-5 year growth rates for 

the Electric Sample is unlikely.1  Id.  Further, Staff calculated the return on equity 

(“ROE”) implied by the 3-5 year growth rates, based on the dividend payout and other 

                                            
1
  For the sake of consistency, Ms. Kight-Garlisch also implemented the non-constant growth DCF 

model for the Gas Sample even though the average 3-5 year growth rate for the Gas Sample is 4.42%. 
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data published in Value Line for each company in the Electric and Gas Samples.  Id. at 

10. That calculation produced an average ROE of 20.95% for the Electric Sample and 

13.59% for the Gas Sample.  Id.  In comparison, Value Line forecasts an implied 

average ROE of 10.33% and 10.98%, respectively for the Electric and Gas Samples for 

the 2015-2017 and 2016-2018 periods.  Id.  Hence, it is unlikely that investors expect 

the Samples to sustain a 20.95% or 13.59% rate of return on equity indefinitely.  Id. 

Consequently, Staff implemented a multi-stage NCDCF analysis, and urges the 

Commission to adopt this analysis. Id.  

 Ms. Kight-Garlisch modeled three stages of dividend growth.  Staff Ex. 3.0 at 10. 

For the first five years, Ms. Kight-Garlisch used market-consensus expected growth 

rates published by Zacks as of March 19, 2013. Id.   For the second stage, a transitional 

growth period that spans from the beginning of the sixth year through the end of the 

tenth year, Ms. Kight-Garlisch used the average of the first- and third-stage growth 

rates. Id. Finally, for the third, or “steady-state,” growth stage, which commences at the 

end of the tenth year and is assumed to last into perpetuity, Ms. Kight-Garlisch 

calculated an expected long-term nominal overall economic growth rate beginning in 

2023; that growth rate was calculated using the expected real growth rate (2.5%) based 

on the average of the Energy Information Administration’s (“EIA”) and Global Insight’s 

long-term forecasts of real gross domestic product (“GDP”), and the expected inflation 

rate (2.5%) based on the difference between yields on U.S. Treasury bonds and U.S. 

Treasury Inflation-Protected Securities.  Id. at 10-11.  She also calculated the nominal 

economic growth EIA forecasted for the 2023-2040 period (4.3%) and Global Insight 

forecasted for the 2023-2042 period (4.4%).  Finally, she combined the 4.3% average of 
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the EIA and Global Insight forecasts with the 5.0% nominal economic growth estimate 

described above to derive her long-term estimate of overall economic growth of 4.7%.  

Id. at 11-13 

 The growth rate estimates were combined with the closing stock prices and 

dividend data as of March 19, 2013.  Staff Ex. 3.0 at 14.  Based on these growth 

assumptions, stock price, and dividend data, Ms. Kight-Garlisch’s DCF estimate of the 

cost of common equity was 8.99% for the Electric Sample and 8.66% for the Gas 

Sample.  Id. at 16. 

 
  2. Risk Premium Analysis 

 
 According to financial theory, the required rate of return for a given security 

equals the risk-free rate of return plus a risk premium associated with that security.  

Staff Ex. 3.0 at 16.  Ms. Kight-Garlisch used a one-factor risk premium model, the 

Capital Asset Pricing Model (“CAPM”), to estimate the cost of common equity.  Id.  

 The CAPM requires the estimation of three parameters: beta, the risk-free rate, 

and the required rate of return on the market.  Id. at 17. For the beta parameter, the 

combined adjusted betas from Value Line, Zacks, and a regression analysis should be 

used to estimate the beta of the Electric and Gas Samples. Id. at 22. For the Electric 

Sample, the average Value Line, Zacks, and regression beta estimates were 0.74, 0.72, 

and 0.67, respectively. Id. at 26-27. For the Gas Sample, the average Value Line, 

Zacks, and regression beta estimates were 0.65, 0.52, and 0.49, respectively. Id. at 27. 

The Value Line regression employs weekly observations of stock return data, Id. at 23, 

while both the regression beta and Zacks betas employ monthly observations.  Id. at 24. 

Since the Zacks beta estimate and the regression beta estimate are calculated using 
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monthly data rather than weekly data (as Value Line uses), the Commission should 

average those results to avoid over-weighting betas estimated from monthly data in 

comparison to the weekly data-derived Value Line betas, as Staff did.  Staff Ex. 3.0  at 

25. Staff then averaged the resulting monthly beta with the Value Line weekly beta, 

which produced a beta of 0.72 for the Electric Sample and 0.58 for the Gas Sample. Id. 

at 26-28. 

   For the risk-free rate parameter, Staff considered the 0.08% yield on four-week 

U.S. Treasury bills and the 3.15% yield on thirty-year U.S. Treasury bonds. Staff Ex. 3.0 

at 20.  Both estimates were measured as of March 19, 2013.  Id. Forecasts of long-term 

inflation and the real risk-free rate imply that the long-term risk-free rate is between 

4.3% and 4.7%. Id. at 21. Thus, the U.S. T-bond yield is currently the superior proxy for 

the long-term risk-free rate. Id.    

Finally, for the expected rate of return on the market parameter, a DCF analysis 

on the firms composing the S&P 500 Index should be conducted. Id. at 22. Staff 

conducted that analysis, and that analysis estimated that the expected rate of return on 

the market was 12.59% for the fourth quarter of 2012.  Id.  Inputting those three 

parameters into the CAPM, Staff calculated a cost of common equity estimate of 9.95% 

for the Electric Sample and 8.63% for the Gas Sample. Staff Ex. 3.0 at 28.   

 
  3. Staff's Recommendation 

 
Based on her DCF and risk premium analyses, Ms. Kight-Garlisch estimated that 

the cost of common equity for the Electric Sample is 9.47% and for the Gas Sample is 

8.65%. Id. at 29. However, to better reflect the cost of common equity of Mt. Carmel 

electric delivery service operations and natural gas distribution operations vis-à-vis the 
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Electric Sample and the Gas Sample, Staff adjusted the cost of common equity 

estimate for the Electric and Gas Samples for liquidity costs, which arise from the 

probability and financial consequences of an investor’s inability to sell an asset at the 

desired time, at a predictable price. Id. at 30.  The security prices of small standalone 

companies, such as Mt. Carmel, typically reflect significant liquidity costs, which are 

largely due to the lack of a market for their securities, while the Electric and Gas 

Samples comprise market-traded companies whose security prices do not reflect 

substantial liquidity costs.  Id. Thus, Staff adjusted the cost of common equity estimate 

for the Electric and Gas Samples upward by 150 basis points to better reflect the cost of 

common equity of Mt. Carmel. Id. This upward adjustment was based on the 

approximately 150 basis point difference between the yield on similar debt issuances 

and the interest rate on Mt. Carmel’s debt at the time of issuance.  Id. This produced a 

final return on common equity for Mt. Carmel’s electric delivery service operation of 

10.97% and for its gas distribution operations of 10.15%.  Staff Ex. 3.0 at 30.  Staff 

recommends the Commission adopt Staff’s calculations,  and its resulting cost of 

common equity. 

  
 C. Overall Cost of Capital  

 
 Based on the recommendations of Staff, Mt. Carmel’s overall cost of capital 

should be 7.57% for its electric delivery service operations and 7.12% for its natural gas 

distribution operations. Staff Ex.3.0, Schedule 3.01.  
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VIII.  GAS RATE DESIGN 

 
 A. Billing Determinants 

 The Company proposes using the actual number of customers and the actual 

number of therms delivered for 2011 for the test year billing determinants.  MCPU Ex. 1.0 

at 27; MCPU Ex. 2.0 at 1-2.  The Company’s proposal accounts for the downward trend 

and is based on the most recent actual data that is available. MCPU Ex. 2.0 at 4.    

Staff considered two alternatives based on 10 years of actual data for the number 

of customers and number of therms by taking a simple average of ten years of data for 

each variable and a simple average of the latter five years of data for each variable.  In 

both cases the results yielded by this calculation appeared unreasonably high, given the 

downward trend for both the actual number of therms delivered and actual number of 

customers over the same 10-year period. Staff does not object to the Company’s proposal 

for billing determinants for both the number of therms and number of customers.  Staff Ex. 

4.0 at 3-4.  

 B. Gas Cost of Service Study 

The Company did not provide a gas cost of service study (“COSS”) in the current 

filing.  Staff Ex. 4.0 at 5. The Company asserts that, since a COSS had been provided in 

the Company’s last rate case, Docket No. 07-0357, and since there are only two customer 

classes, it would rather save ratepayers money and compare the revenue proportions of 

the customer classes from the test year to the revenue proportions of the customer 

classes from their previous revenue increase in Docket No. 07-0357.  MCPU Ex. 1.0 at 24-

25. This methodology derives a class cost responsibility that would be similar to the 
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COSS-determined class cost responsibility approved by the Commission in the 

Company’s last rate case.  Id. 

In the current filing, the Company calculated the revenue proportions for the test 

year to be 70.9% and 29.1% for the Residential and Commercial classes, respectively, 

which is similar to the revenue proportions of 71.4% and 28.6% for the Residential and 

Commercial classes, respectively, from Docket No. 07-0357. MCPU Ex. 1.0 at 24-25. 

Therefore, the Company recommends allocating 71% of costs to the Residential class and 

29% to the Commercial class.  Id. 

Staff does not object to the Company’s proposal for class revenue proportions 

given no new COSS and the support provided by the Company.  Staff Ex. 4.0 at 4-5. 

 C. Industrial Gas Service 

The Company states that it is not proposing new tariffs for the Industrial Gas 

Service class, and that the current tariff should remain in place.  The Company no longer 

serves any Industrial customers, and does not foresee any customers taking Industrial 

Gas Service in the near future.  Staff Ex. 4.0 at 14.   

Staff does not object to the Company’s proposal, but recommends the Commission clarify 

that the requirement from Docket No. 07-0357 for Mt. Carmel to provide a new COSS to 

Staff if a new customer begins taking service under the Industrial Gas Service class 

remains in place as long as the Company has a tariff for the Industrial Gas Service class 

under which a customer could take service.  Staff Ex. 4.0 at 14-15. 
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 D. General Rate Design 

Staff’s gas rate design proposal is based upon the same revenue requirement the 

Company proposes, found in the Company’s Schedule C-1, to allow for an apples-to-

apples comparison between Staff and the Company’s rate design proposals.  Staff Ex. 4.0 

at 7.  Should a gas revenue requirement other than the Company’s proposal be approved, 

the Company proposes to modify the Company’s rate design by adjusting the therm 

charge accordingly.  Id.  Additionally, if the Commission approves a different gas revenue 

requirement, then Staff recommends adjusting Staff’s rate design across-the-board within 

each customer class.  Id. at 8.   

 E. Gas Rates 

The Commission should allocate any increase or decrease from current rates 

across-the-board within each customer class on an equal percentage basis to the 

customer and therm charges.  Staff Ex. 4.0 at 7-8. The Commission should also reject the 

Company’s rate design proposal.  Id.  

For the Residential class, the Company proposes to increase the customer charge 

from $11.50 to $15.00 and the per therm charge from $0.217 to $0.346.  MCPU Ex. 1.0 at 

28; MCPU Ex. 2.0 at 1-2.  For the Commercial class, the Company proposes to increase 

the customer charge from $38.50 to $42.00 and the per therm charge from $0.16 to 

$0.3103. MCPU Ex. 1.0 at 29; MCPU Ex. 2.0 at 1-2.  The Company does not utilize a 

specific methodology for its rate design, but states its goal in developing the proposed 

customer charge and per therm charge was to strike a balance that would allow the 
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Company to potentially collect its proposed revenue and allow customers to mitigate the 

increase by reducing gas consumption.  Staff Ex. 4.0 at 9. 

The Company’s proposal is not based on a COSS, but apportions a higher portion 

of the increase to the therm charge. Id. For Commercial customers, the therm charge 

nearly doubles.  This skews the proposed rates away from the cost-based rates set in the 

prior order without providing any cost basis for doing so. Id.     

Not only does the Company’s proposed rate design fail to reflect cost causation, it 

also undermines rate stability and gradualism. In direct testimony, Staff identified the rate 

objectives of stability and gradualism as rate objectives indentified in Gas Rate 

Fundamentals.  Staff Ex. 4.0 at 10 (citing American Gas Association Gas Rate 

Fundamentals at 152, (4th Ed. 1987)).  As Gas Rate Fundamentals states on the subject of 

stability and gradualism: 

The goal of stability recognizes historical relationships among customers in 
terms of the proportion of system costs each customer group bears.  
Stability leads to a policy of gradualism in rate changes if substantial 
increases (or decreases) are called for in the context of a single rate case.  
Changes in gas utility pricing policy should be imposed gradually so that 
customers can adjust and any adverse impacts on the customers’ 
operations are minimized.   

Id. at 159. 

Because the Company apportions a higher amount of the increase to the therm 

charge, especially for Commercial customers, Staff concludes that the Company’s 

proposal does not adhere to stability and gradualism because of the adverse impact the 

Company’s rate design proposal can have on customers.  Staff Ex. 4.0 at 10.  Further, the 

Company’s proposal can create customer confusion and sends inaccurate price signals to 

customers.   Id. at 10-11.  Currently the Company proposes to increase the therm charges 
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for residential and commercial customers by 59% and 94% respectively. Id. at 11. In a 

future proceeding, presumably, rates would go back to being cost-based with costs 

allocated according to a COSS, which may result in a substantial increase to the customer 

charge, a substantial decrease to the therm charge, or both. Id. To knowingly depart from 

cost-based rates and potentially cause significant fluctuations in customers’ rates from 

case to case could create customer confusion, send inaccurate price signals, and produce 

rate shock. Id. For these reasons, the Commission should reject the Company’s rate 

design proposal.  Id. 

Staff proposes to allocate any increase or decrease from current rates across-the-

board within each customer class on an equal percentage basis to the customer and 

therm charges. Staff Ex. 4.0 at 11.  This approach provides consistency with the rates that 

were set in the previous case, which were based on a COSS.  Id. With no COSS filed with 

this case, it is unknown whether the increase or decrease in rates should be apportioned 

at a higher percentage to either the customer charge or therm charge, and therefore, the 

more equitable approach is to apply the increase or decrease equally to both charges 

within each customer class.  Id.  

Staff’s proposal is superior to the Company’s proposal because it is consistent with 

the cost-based rate design approved from Docket No. 07-0357 and because it is 

consistent with Commission precedent.  In cases with insufficient information to justify a 

different rate structure, the Commission has approved an across-the-board increase. Id. at 

13; see also  Final Order at 9-10, Northern Hills Water and Sewer Co.: Proposed general 

rate increase in water and sewer rates, Docket No. 10-0298 (January 20, 2011); Final 

Order at 11, Sundale Utilities, Inc.: Proposed general increase in water and sewer rates, 
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Docket No. 08-0549 (April 22, 2009); Final Order at 12, Sundale Utilities, Inc.: Proposed 

general increase in water and sewer rates, Docket No. 04-0637 (August 9, 2005); Final 

Order at 16, Cedar Bluff Utilities, Inc.: Proposed general increase in sewer rates, Docket 

Nos. 03-0398 through 03-0402 (Cons.) (April 7, 2004).  Since there is no new COSS 

provided by the Company, this case also has insufficient information to justify a different 

rate structure, and the Commission should approve an across-the-board increase. Staff 

Ex. 4.0 at 14.   

The Company argued that if a lack of COSS is compelling, there is also no cost 

basis for Staff’s rate design proposal. MCPU Ex. 1.0R at 6.  Additionally, the Company 

states its rate design proposal was based on presumed customer impact along with 

stability and gradualism.  Id.  The Company also argues that the following long-term 

factors support the Company’s proposal:  (1) customer desire to mitigate the effect of the 

rate increase; (2) competition from propane markets; and (3) customers whose use of 

natural gas is seasonal, or essentially only for heating.   Id. at 7. 

The Company’s proposal should be rejected. First, the Company’s claim that Staff’s 

rate design proposal is not based on a COSS is without merit.  Staff’s rate design proposal 

is consistent with the rate design and COSS approved by the Commission in the 

Company’s most recent rate case order. Order at 25, Mt. Carmel Public Utility, ICC Docket 

No. 07-0357 (March 12, 2008). Second, the Company asserts that it has not made any 

changes to its system or its business practices that would drastically alter the historical 

cost relationships from the previous case in the years since its previous rate case. MCPU 

Ex. 1.0R at 6. This suggests that the cost relationships between the customer and therm 

charges in the current case remain similar to the cost relationships found in the previous 
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COSS. Staff Ex. 7.0 at 2. Staff’s rate design proposal therefore is based on cost causation 

principles consistent with a Commission-approved COSS for the Company from the 

previous rate case, while the Company’s proposal is not.  Id. 

Third, any purported benefits of the Company’s proposed rate design (stability and 

gradualism) are only short-term, at best.  As noted above, the Company has stated that it 

has not made any changes to its system or its business practices that would drastically 

alter the historical cost relationships from the previous rate case. Nonetheless, the 

Company proposes a rate design that departs from cost-based rates by over-assigning 

costs to the therm charge. Id. at 3. To the extent the Company is correct in its assumption 

that its historical cost relationships are not changing, it follows that a future rate proceeding 

that allocates costs based on a COSS may result in a substantial increase to the customer 

charge, which would not give customers much of an opportunity to mitigate their bills 

through a reduction in consumption.  Id. at 3-4. The Company’s approach may lead to 

instability in the long term by allowing customers to reduce the impact of an increase in 

this case, and not allowing customers to have much of an opportunity to reduce the impact 

of an increase in the next case.  Id. at 4.   

Notwithstanding the three long-term factors identified by the Company, the 

Company’s proposal could create problems related to these factors that would only be 

exacerbated in the next case if rates would be set based on a new COSS. Staff Ex. 7.0 at 

4. As discussed above, there is reason to believe that there could be a substantial 

increase to the customer charge, which: (1) could lessen customers’ ability to mitigate the 

impact of the rate increase; (2) could cause a greater amount of customers to switch to 
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propane gas; and (3) could further frustrate seasonal customers who would pay a much 

higher increase in the customer charge during periods of little or no usage.  Id. 

In surrebuttal, Mr. Long states: “there is no standard that requires that each and 

every change in rates or rate design must be based entirely on cost.  If there were, there 

would be no reason to ever address or adopt in rate design the principles of stability and 

gradualism that Ms. Allen discusses in her testimony.”  MCPU Ex. 1.0SR at 3.  However, 

Mr. Long misrepresents Staff’s position when he asserts that: “increases or changes to 

specific rate components do not track uniformly from case to case based upon only costs 

in those specific cases.  If this were true, there would be no need for the rate design 

process to even consider factors such as gradualism and stability that are identified in Ms. 

Allen’s testimony.”  Id. at 5.  Staff never argued that each and every change in rates or rate 

design must be based entirely on cost.  To the contrary, Staff’s proposal maintains the 

Commission-approved COSS-based rate design from the last rate case.   

The Commission should accept Staff’s proposed rate design because it maintains 

the cost-based rate design approved by the Commission from the last rate case, it is 

consistent with Commission precedent, and provides stability and gradualism for 

customers in both the short- and long-term.   

IX. ELECTRIC RATE DESIGN 

 A. Rate Consolidation 

The Company proposes consolidating its bundled rates with new delivery service 

rates (MCPU Ex. 1.0 at 31) and canceling the current delivery service rates for the 

Residential, Commercial, Large Light and Power, Light and Power, Municipal Pumping, 
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and Outdoor Area Lighting classes.  Id. at 33, 42, 45.  The Company does not propose 

any changes to revenues, but proposes removing all purchased power costs from base 

rates and adjusting the Fuel Adjustment clause Rider (“FAC” or “Rider B”) for all customer 

classes.  Id. at 4. 

The Company further proposes the following changes: (1) adding a late payment 

fee to be assessed after 21 days past due for the Residential class, and after 14 days past 

due for Commercial, Large Light and Power, and Light and Power classes; (2) adding 

delivery service language for the Residential, Commercial, Large Light and Power, and 

Light and Power classes within Terms and Condition of Service; (3) removing the provision 

for and reference to the limitation on the availability of the rate during the Delivery Services 

Transition Period for the Commercial, Large Light and Power, and Light and Power 

classes; and (4) retaining the current definition of Monthly Maximum Demand for the Large 

Light and Power and Light and Power classes.  Id. at 34, 35, 38, 42, 43, 45, 48. 

Staff generally supports the Company’s proposal for electric rate consolidation.  

Customers would still have the option to choose an alternative provider for purchased 

power even though there are no customers currently under any of the delivery service 

tariffs, and rate consolidation would not result in a different revenue amount than that 

collected by current rates. Staff Ex. 4.0 at 18. However, Staff proposes several tariff 

changes discussed in the appropriate section below.  Staff also proposes renaming 

“Energy Charge” to “Energy Delivery Charge” to reduce customer confusion for all rate 

classes and relabeling the tariff sheets to include “Delivery Service.”  Id. at 17.   

 B. Residential Electric Delivery Service 
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The Company proposes three changes: (1) combining the bundled rates with the 

delivery service rates, and cancelling the current delivery service rates; (2) removing the 

FAC recovery amount of 0.76 cents/kwh from the energy charge; and (3) retaining the 

bundled tariff provision so that, where a residence and business are combined, the service 

will be determined by the predominant use of the premises.  MCPU Ex. 1.0 at 33-34. 

Staff does not object to these proposed changes, but recommends the Company 

change the energy charge of 47 cents/kwh in ILL CC No. 8 21st Revised Sheet No. 2 to 

6.47, as stated in the Company’s testimony since this appears to be a typographical error.  

Staff Ex. 4.0 at 20. 

 C. Residential Space Heating Service 

The Company proposes to reduce the current energy charge to reflect the 

adjustment to the FAC Rider, which removes the FAC recover amount from base rates.  

MCPU Ex. 1.0 at 37. 

Staff does not object to these proposed changes, but recommends the Company 

correct the energy charge of 4.532 cents/kwh in ILL. CC No. 8 20th Revised Sheet No. 2.1 

to 4.562 cents/kwh, as stated in the Company’s testimony since this appears to be a 

typographical error in the tariff sheet.  Staff Ex. 4.0 at 21. 

 D. Commercial Electric Delivery Service 

The Company proposes three changes: (1) combine the bundled rates with the 

delivery service rates, and cancel the current delivery service; (2) remove the FAC 

recovery amount of 0.76 cents/kwh from the energy charge; and (3) adopt the provision 

from the delivery service tariff that allows a customer who may otherwise take bundled 
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service under the Municipal Pumping rate schedule to take delivery service under the 

consolidated rate if they wish to purchase power from another supplier.  MCPU Ex. 1.0 at 

37-38.  Staff does not object to these proposed changes.  Staff Ex. 4.0 at 22. 

 E. Commercial Electric Space Heating Service 

The Company proposes to reduce the current energy charge to reflect the 

adjustment to the FAC Rider, which removes the FAC recover amount from base rates.  

MCPU Ex. 1.0 at 41.  Staff does not object to these proposed changes.  Staff Ex. 4.0 at 

23. 

 F. Large Light and Power Electric Delivery Service 

The Company proposes combining the bundled rates with the delivery service 

rates, cancelling the current delivery service rates, and removing the FAC recovery 

amount of 0.76 cents/kwh from the energy charge.  MCPU Ex. 1.0 at 42.  Staff does not 

object to these proposed changes, but recommends the Company make the following 

correction to ILL CC No. 9 19th Revised Sheet No. 6, under the Voltage Credit: “a credit 

equal to 6 percent of the amount of the customer’s net demand charges wow that ill be 

allowed” should be changed to “a credit equal to 6 percent of the amount of the customer’s 

net demand charges will be allowed”.  Staff Ex. 4.0 at 24. 

 G. Light and Power Electric Delivery Service 

The Company proposes to combine the bundled rates with the delivery service 

rates, and cancel the current delivery service rates.  MCPU Ex. 1.0 at 45.  Since the Light 

and Power Service class is not subject to the FAC Rider, the Company proposes to 

provide a credit to customers for each kwh consumed to remove the costs of purchased 
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power embedded in base rates, which would be updated during the next rate proceeding.   

Id. at 47.   

Staff does not object to combining bundled rates with delivery service rates, but 

objects to the Company’s proposed method removing purchased power costs from base 

rates.  Staff Ex. 4.0 at 25.  In a response to a Staff data request, the Company describes 

an alternative approach where the Company referred to the COSS from Docket No. 07-

0357 where data was available for the last customer taking service from the Light and 

Power Class. Id. at 25-26.  The Company was then able to calculate theoretical rates for 

the Light and Power class had the customer still existed.  Id. at 26. Staff does not object to 

the Company’s alternative proposal to remove purchased power costs from based rates 

for the Light and Power Electric Delivery Service class.  Id.   

Staff recommends, and the Company supports, renaming the Light and Power 

Electric Service class to “Industrial Electric Delivery Service” class. Id. at 26. Also, Staff 

recommends the Commission clarify that the requirement from Docket No. 07-0357 for Mt. 

Carmel to provide a new COSS to Staff should a new customer begin taking service under 

the Industrial Electric Delivery Service class remains in place as long as the Company has 

a tariff for the Industrial Electric Delivery Service class under which a customer could take 

service.  Id. at 26-27. 

 H. Municipal Pumping Delivery Service 

In a response to a Staff data request (see Staff Ex. 4.0, Att. E), the Company 

proposes combining the bundled rates with the delivery service rates, cancelling the 

current delivery service rates, and removing the FAC recovery amount of 0.76 cents/kwh 
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from the energy charge.  Staff Ex. 4.0 at 27.  Staff does not object to these proposed 

changes.  Id. at 27-28. 

 I. Outdoor Area Lighting Delivery Service 

In a response to a Staff data request (see Staff Ex. 4.0, Att. B), the Company 

proposes combining the bundled rates with the delivery service rates, cancelling the 

current delivery service rates, and removing the energy costs from base rates by reducing 

the 175 watt lighting rate to $4.35 and the 400 watt lighting rate to $6.45.  Staff Ex. 4.0 at 

28.  For customers who purchase power from the Company, the Company proposes 

including on the customer bill a line item for un-metered energy by taking the assumed 

energy consumed during a typical billing period times the amount of the FAC cost during 

that same billing period.  Id. 

Staff does not object to these proposals, but recommends eliminating the phrase 

“$0.00 until the later of January 1, 1990 or the effective date of House Bill 362” from ILL 

CC No. 8 14th Revised Sheet No. 11.  Id. at 28-29. 

 J. Electric Fuel Adjustment Clause (Rider B) 

The Company proposes setting the Base Fuel Cost component in the Fuel 

Adjustment Clause Formula equal to 0.00 cents/kwh.  MCPU Ex. 1.0 at 52.  Staff does not 

object to this proposal, but recommends changing “AC” to “FAC”  within the formula for the 

Fuel Adjustment Class in ILL CC No. 8 9th Revised Sheet No. 14.1. Staff Ex. 4.0 at 29. 

X.   Conclusion 

 The Staff recommends that the Commission enter an order consistent with the 

limitations and qualifications expressed by the Staff in this Initial Brief. 
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WHEREFORE Staff of the Illinois Commerce Commission respectfully requests 

that its recommendations be adopted in their entirety consistent with the arguments set 

forth herein. 

 

       Respectfully submitted,   
        
       _______________________ 
       Kelly A. Turner 
       Kimberly J. Swan 
       Matthew L. Harvey 
       
       Illinois Commerce Commission 
       Office of General Counsel 
       160 North LaSalle Street, C-800 
       Chicago, IL 60601 
       (312) 793-2877 
       kturner@icc.illinois.gov 
       kswan@icc.illinois.gov 
       mharvey@icc.illinois.gov 
August 13, 2013 
       Counsel for Staff of the Illinois   
       Commerce Commission 
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Staff Proposed

Company Staff Staff Company Gross Rates With Adjustment Staff

Pro Forma Adjustments Pro Forma Proposed Revenue Staff To Pro Forma

Line Present (Appendix A, Present Increase Conversion Adjustments Proposed Proposed

No. Description (Co. Sch. C-1) p.3) (Cols. b+c) (Co. Sch. C-1) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues 12,287,872$      (5,543,420)$      6,744,452$        -$                  -$                  6,744,452$        460,403$           7,204,855$        

2 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

3 Total Operating Revenue 12,287,872        (5,543,420)        6,744,452          -                        -$                  6,744,452          460,403             7,204,855          

4 Uncollectible Accounts 25,100               -                        25,100               -                        -                        25,100               1,644                 26,744               

5 Operating & Maintenance Exp. 9,935,333          (5,581,327)        4,354,006          -                        -                        4,354,006          -                        4,354,006          

6 Depreciation & Amortization 913,349             6,131                 919,480             -                        -                        919,480             -                        919,480             

7 Taxes, Other Than Income 228,119             -                        228,119             -                        -                        228,119             -                        228,119             

8 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

9 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

10 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

11 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

12 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

13 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

14 -                        -                        -                        -                        -                        -                        -                        -                        

15 Total Operating Expense

16      Before Income Taxes 11,101,901        (5,575,196)        5,526,705          -                        -                        5,526,705          1,644                 5,528,349          

17 State Income Tax -                        (8,387)               (8,387)               -                        -                        (8,387)               43,582               35,195               

18 Federal Income Tax 308,326             (27,166)             281,160             -                        -                        281,160             141,160             422,320             

19 Deferred Taxes and ITCs Net -                        -                        -                        -                        -                        -                        -                        -                        

20 Total Operating Expenses 11,410,227        (5,610,749)        5,799,478          -                        -                        5,799,478          186,386             5,985,864          

21 NET OPERATING INCOME 877,645$           67,329$             944,974$           -$                  -$                  944,974$           274,017$           1,218,991$        

22 Staff Rate Base (Appendix A, p.4) 16,102,914$      

23 Staff Overall Rate of Return (ICC Staff Exhibit 3.0, Schedule 3.01) 7.57%

24 Resulting Return on Rate Base ((Line 21 Columns (d) + (e))/ Line 22) 5.87%

25 Revenue Change (Line 3, Column (e)) -$                  460,403$           

26 Percentage Revenue Change (Line 25 / Line 3 Column (d)) 0.00% 6.83%

Note 1: The Company should be granted the $6,744,452 of revenues requested as explained in ICC Exhibit 1.0, page 3, lines 56-68.

Statement of Operating Income with Adjustments - Electric
For the Test Year Ending  December 31, 2011

Mt. Carmel Public Utility Company

See Note 1
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Law Office FAC Revenues Industry Subtotal

Interest Office Building and Association Lobbying Advertising Operating

Line Synchronization Removal Allocation Costs Dues Expense Expense Statement

No. Description

 (St. Ex. 5.0, 

Sch. 5.06-E) 

 (St. Ex. 1.0, 

Sch. 1.09-E) 

 (St. Ex. 1.0, 

Sch. 1.10) 

 (St. Ex. 2.0, 

Sch. 2.01-E) 

 (St. Ex. 2.0, 

Sch. 2.02-E) 

 (St. Ex. 2.0, 

Sch. 2.03-E) 

 (St. Ex. 2.0, 

Sch. 2.04-E) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues -$                   -$                   -$                   (5,543,420)$       -$                   -$                   -$                   (5,543,420)$       

2 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

3 Total Operating Revenue -                         -                         -                         (5,543,420)         -                         -                         -                         (5,543,420)         

4 Uncollectible Accounts -                         -                         -                         -                         -                         -                         -                         -                         

5 Operating & Maintenance Exp. -                         -                         -                         (5,543,420)         (5,459)                (1,112)                (4,999)                (5,554,990)         

6 Depreciation & Amortization -                         (1,027)                7,158                 -                         -                         -                         -                         6,131                 

7 Taxes, Other Than Income -                         -                         -                         -                         -                         -                         -                         -                         

8 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

9 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

10 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

11 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

12 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

13 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

14 -                         -                         -                         -                         -                         -                         -                         -                         

15 Total Operating Expense

16      Before Income Taxes -                         (1,027)                7,158                 (5,543,420)         (5,459)                (1,112)                (4,999)                (5,548,859)         

-                         

17 State Income Tax (11,406)              98                      (680)                   -                         519                    106                    475                    (10,888)              

18 Federal Income Tax (36,943)              316                    (2,203)                -                         1,680                 342                    1,538                 (35,270)              

19 Deferred Taxes and ITCs Net -                         -                         -                         -                         -                         -                         -                         -                         

20 Total Operating Expenses (48,349)              (613)                   4,275                 (5,543,420)         (3,260)                (664)                   (2,986)                (5,595,017)         

21 NET OPERATING INCOME 48,349$             613$                  (4,275)$              -$                   3,260$               664$                  2,986$               51,597$             

Mt. Carmel Public Utility Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2011
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Community General

Subtotal and Economic Miscellaneous Plant Total

Operating Development General Maintenance Rate Case Operating

Line Statement Organizations Expense Expense Expense Statement

No. Description (Source)

 (St. Ex. 2.0, 

Sch. 2.05-E) 

 (St. Ex. 2.0, 

Sch. 2.06-E) 

 (St. Ex. 2.0, 

Sch. 2.07-E) 

 (St. Ex. 2.0, 

Sch. 2.09-E) (Source) (Source) Adjustments

(a) (j) (k) (l) (m) (n) (o) (p) (q)

1 Base Rate Revenues (5,543,420)$       -$                   -$                   -$                   -$                   -$                   -$                   (5,543,420)$       

2 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

3 Total Operating Revenue (5,543,420)         -                         -                         -                         -                         -                         -                         (5,543,420)         

4 Uncollectible Accounts -                         -                         -                         -                         -                         -                         -                         -                         

5 Operating & Maintenance Exp. (5,554,990)         (7,106)                (1,907)                2,332                 (19,656)              -                         -                         (5,581,327)         

6 Depreciation & Amortization 6,131                 -                         -                         -                         -                         -                         -                         6,131                 

7 Taxes, Other Than Income -                         -                         -                         -                         -                         -                         -                         -                         

8 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

9 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

10 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

11 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

12 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

13 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

14 -                         -                         -                         -                         -                         -                         -                         -                         

15 Total Operating Expense

16      Before Income Taxes (5,548,859)         (7,106)                (1,907)                2,332                 (19,656)              -                         -                         (5,575,196)         

17 State Income Tax (10,888)              675                    181                    (222)                   1,867                 -                         -                         (8,387)                

18 Federal Income Tax (35,270)              2,187                 587                    (718)                   6,048                 -                         -                         (27,166)              

19 Deferred Taxes and ITCs Net -                         -                         -                         -                         -                         -                         -                         -                         

20 Total Operating Expenses (5,595,017)         (4,244)                (1,139)                1,392                 (11,741)              -                         -                         (5,610,749)         

21 NET OPERATING INCOME 51,597$             4,244$               1,139$               (1,392)$              11,741$             -$                   -$                   67,329$             

Mt. Carmel Public Utility Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2011
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Electric

Page 4 of 5

Company Staff Staff

Pro Forma Adjustments Pro Forma

Line Rate Base (Appendix A, Rate Base

No. Description (Co. Sch. B-1) p.5) (Col. b+c)

(a) (b) (c) (d)

1 Utility Plant in Service 28,943,541$     48,476$            28,992,017$     

2 Accumulated Depreciation (14,733,104)      (72,040)             (14,805,144)      

3 -                                                                                               -                        -                        -                        

4 Net Plant 14,210,437       (23,564)             14,186,873       

5 Additions to Rate Base

6 CWIP -                        -                        -                        

7 Working Capital Allowance 1,961,485         (845,677)           1,115,808         

8 Unamortized Rate Case Expense 17,600              (17,600)             -                        

9 -                                                                                               -                        -                        -                        

10 -                                                                                               -                        -                        -                        

11 -                                                                                               -                        -                        -                        

12 -                                                                                               -                        -                        -                        

13 -                                                                                               -                        -                        -                        

14 -                                                                                               -                        -                        -                        

15 -                                                                                               -                        -                        -                        

16      Before Income Taxes

17 Deferred Income Taxes 996,081            -                        996,081            

18 Customer Deposits (195,848)           -                        (195,848)           

19 -                                                                                               -                        -                        -                        

20 -                                                                                               -                        -                        -                        

21 -                                                                                               -                        -                        -                        

22 -                                                                                               -                        -                        -                        

23 Rate Base 16,989,755$     (886,841)$         16,102,914$     

Mt. Carmel Public Utility Company

Rate Base - Electric
For the Test Year Ending  December 31, 2011
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General

Law Office Plant Unamortized

Working Office Building Maintenance Rate Case Total

Line Capital Removal Allocation Expense Expense Rate Base

No. Description

 (St. Ex. 1.0, 

Sch. 1.08-E) 

 (St. Ex. 1.0, 

Sch. 1.09-E) 

 (St. Ex. 1.0, 

Sch. 1.10) 

 (St. Ex. 2.0, 

Sch. 2.07-E) 

 (St. Ex. 2.0, 

Sch. 2.08-E) (Source) (Source) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Utility Plant in Service -$                  (7,179)$             50,061$             5,594$               -$                  -$                  -$                  48,476$             

2 Accumulated Depreciation -                        (1,604)               (70,436)             -                        -                        -                        -                        (72,040)             

3 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

4 Net Plant -                        (8,783)               (20,375)             5,594                 -                        -                        -                        (23,564)             

-                                                                    

5 Additions to Rate Base -                        

6 CWIP -                        -                        -                        -                        -                        -                        -                        -                        

7 Working Capital Allowance (845,677)           -                        -                        -                        -                        -                        -                        (845,677)           

8 Unamortized Rate Case Expense -                        -                        -                        -                        (17,600)             -                        -                        (17,600)             

9 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

10 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

11 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

12 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

13 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

14 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

15 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

16      Before Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

17 Deferred Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

18 Customer Deposits -                        -                        -                        -                        -                        -                        -                        -                        

19 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

20 Deferred Federal Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

21 Deferred State Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

22 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

-                                                                    

23 Rate Base (845,677)$         (8,783)$             (20,375)$           5,594$               (17,600)$           -$                  -$                  (886,841)$         

Adjustments to Rate Base

Mt. Carmel Public Utility Company

For the Test Year Ending  December 31, 2011
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Staff Proposed

Company Staff Staff Company Gross Rates With Adjustment Staff

Pro Forma Adjustments Pro Forma Proposed Revenue Staff To Pro Forma

Line Present (Appendix B, Present Increase Conversion Adjustments Proposed Proposed

No. Description (Co. Sch. C-1) p.3) (Cols. b+c) (Co. Sch. C-1) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues 3,034,578$        (1,797,260)$      1,237,318$        591,742$           18,093$             1,847,153$        26,452$             1,873,605$        

2 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

3 Total Operating Revenue 3,034,578          (1,797,260)        1,237,318          591,742             18,093$             1,847,153          26,452               1,873,605          

4 Uncollectible Accounts 16,091               -                        16,091               -                        2,925                 19,016               127                    19,143               

5 Operating & Maintenance Exp. 2,957,603          (1,805,727)        1,151,876          -                        -                        1,151,876          -                        1,151,876          

6 Depreciation & Amortization 170,171             447                    170,618             -                        -                        170,618             -                        170,618             

7 Taxes, Other Than Income 43,598               -                        43,598               -                        -                        43,598               -                        43,598               

8 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

9 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

10 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

11 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

12 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

13 -                                                            -                        -                        -                        -                        -                        -                        -                        -                        

14 -                        -                        -                        -                        -                        -                        -                        -                        

15 Total Operating Expense

16      Before Income Taxes 3,187,463          (1,805,280)        1,382,183          -                        2,925                 1,385,108          127                    1,385,235          

17 State Income Tax -                        (1,362)               (1,362)               -                        57,656               56,294               2,501                 58,795               

18 Federal Income Tax 26,446               (4,412)               22,034               229,234             (42,488)             208,780             8,100                 216,880             

19 Deferred Taxes and ITCs Net -                        -                        -                        -                        -                        -                        -                        -                        

20 Total Operating Expenses 3,213,909          (1,811,054)        1,402,855          229,234             18,093               1,650,182          10,728               1,660,910          

21 NET OPERATING INCOME (179,331)$         13,794$             (165,537)$         362,508$           -$                  196,971$           15,724$             212,695$           

22 Staff Rate Base (Appendix B, p.4) 2,987,289$        

23 Staff Overall Rate of Return (ICC Staff Exhibit3.0, Schedule 3.01) 7.12%

24 Resulting Return on Rate Base ((Line 21 Columns (d) + (e))/ Line 22) 6.59%

25 Revenue Change (Line 3, Column (e)) 591,742$           636,287$           

26 Percentage Revenue Change (Line 25 / Line 3 Column (d)) 47.82% 51.42%

Note 1: The Company should be granted the $591,742 increase requested as explained in ICC Exhibit 1.0, page 3, lines 56-68.

Statement of Operating Income with Adjustments - Gas
For the Test Year Ending December 31, 2011

Mt. Carmel Public Utility Company

See Note 1
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Community

Office PGA Industry and Economic Subtotal

Interest Building Revenues Association Lobbying Advertising Development Operating

Line Synchronization Allocation and Costs Dues Expense Expense Organizations Statement

No. Description

 (St. Ex. 5.0, 

Sch. 5.06-G) 

 (St. Ex. 1.0, 

Sch. 1.10) 

 (St. Ex. 2.0, 

Sch. 2.01-G) 

 (St. Ex. 2.0, 

Sch. 2.02-G) 

 (St. Ex. 2.0, 

Sch. 2.03-G) 

 (St. Ex. 2.0, 

Sch. 2.04-G) 

 (St. Ex. 2.0, 

Sch. 2.05-G) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rate Revenues -$                   -$                   (1,797,260)$       -$                   -$                   -$                   -$                   (1,797,260)$       

2 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

3 Total Operating Revenue -                         -                         (1,797,260)         -                         -                         -                         -                         (1,797,260)         

4 Uncollectible Accounts -                         -                         -                         -                         -                         -                         -                         -                         

5 Operating & Maintenance Exp. -                         -                         (1,797,260)         (176)                   (244)                   (1,099)                (1,560)                (1,800,339)         

6 Depreciation & Amortization -                         447                    -                         -                         -                         -                         -                         447                    

7 Taxes, Other Than Income -                         -                         -                         -                         -                         -                         -                         -                         

8 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

9 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

10 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

11 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

12 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

13 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

14 -                         -                         -                         -                         -                         -                         -                         -                         

15 Total Operating Expense

16      Before Income Taxes -                         447                    (1,797,260)         (176)                   (244)                   (1,099)                (1,560)                (1,799,892)         

-                         

17 State Income Tax (2,124)                (42)                     -                         17                      23                      104                    148                    (1,874)                

18 Federal Income Tax (6,879)                (138)                   -                         54                      75                      338                    480                    (6,070)                

19 Deferred Taxes and ITCs Net -                         -                         -                         -                         -                         -                         -                         -                         

20 Total Operating Expenses (9,003)                267                    (1,797,260)         (105)                   (146)                   (657)                   (932)                   (1,807,836)         

21 NET OPERATING INCOME 9,003$               (267)$                 -$                   105$                  146$                  657$                  932$                  10,576$             

Mt. Carmel Public Utility Company
Adjustments to Operating Income

For the Test Year Ending December 31, 2011
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General

Subtotal Miscellaneous Plant Total

Operating General Maintenance Rate Case Operating

Line Statement Expense Expense Expense Statement

No. Description (Source)

 (St. Ex. 2.0, 

Sch. 2.06-G) 

 (St. Ex. 2.0, 

Sch. 2.07-G) 

 (St. Ex. 2.0, 

Sch. 2.09-G) (Source) (Source) (Source) Adjustments

(a) (j) (k) (l) (m) (n) (o) (p) (q)

1 Base Rate Revenues (1,797,260)$       -$                   -$                   -$                   -$                   -$                   -$                   (1,797,260)$       

2 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

3 Total Operating Revenue (1,797,260)         -                         -                         -                         -                         -                         -                         (1,797,260)         

4 Uncollectible Accounts -                         -                         -                         -                         -                         -                         -                         -                         

5 Operating & Maintenance Exp. (1,800,339)         (419)                   (2,329)                (2,640)                -                         -                         -                         (1,805,727)         

6 Depreciation & Amortization 447                    -                         -                         -                         -                         -                         -                         447                    

7 Taxes, Other Than Income -                         -                         -                         -                         -                         -                         -                         -                         

8 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

9 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

10 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

11 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

12 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

13 -                                                             -                         -                         -                         -                         -                         -                         -                         -                         

14 -                         -                         -                         -                         -                         -                         -                         -                         

15 Total Operating Expense

16      Before Income Taxes (1,799,892)         (419)                   (2,329)                (2,640)                -                         -                         -                         (1,805,280)         

17 State Income Tax (1,874)                40                      221                    251                    -                         -                         -                         (1,362)                

18 Federal Income Tax (6,070)                129                    717                    812                    -                         -                         -                         (4,412)                

19 Deferred Taxes and ITCs Net -                         -                         -                         -                         -                         -                         -                         -                         

20 Total Operating Expenses (1,807,836)         (250)                   (1,391)                (1,577)                -                         -                         -                         (1,811,054)         

21 NET OPERATING INCOME 10,576$             250$                  1,391$               1,577$               -$                   -$                   -$                   13,794$             

Mt. Carmel Public Utility Company
Adjustments to Operating Income

For the Test Year Ending December 31, 2011
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Company Staff Staff

Pro Forma Adjustments Pro Forma

Line Rate Base (Appendix B, Rate Base

No. Description (Co. Sch. B-1) p.5) (Col. b+c)

(a) (b) (c) (d)

1 Utility Plant in Service 5,687,132$       4,933$              5,692,065$       

2 Accumulated Depreciation (3,163,994)        33,570              (3,130,424)        

3 -                                                                               -                        -                        -                        

4 Net Plant 2,523,138         38,503              2,561,641         

5 Additions to Rate Base

6 CWIP -                        -                        -                        

7 Working Capital Allowance 465,235            (244,323)           220,912            

8 Unamortized Rate Case Expense 70,400              (70,400)             -                        

9 -                                                                               -                        -                        -                        

10 -                                                                               -                        -                        -                        

11 -                                                                               -                        -                        -                        

12 -                                                                               -                        -                        -                        

13 -                                                                               -                        -                        -                        

14 -                                                                               -                        -                        -                        

15 -                                                                               -                        -                        -                        

16 Deductions From Rate Base

17 Deferred Income Taxes 218,652            -                        218,652            

18 Customer Deposits (13,916)             -                        (13,916)             

19 -                                                                               -                        -                        -                        

20 -                                                                               -                        -                        -                        

21 -                                                                               -                        -                        -                        

22 -                                                                               -                        -                        -                        

23 Rate Base 3,263,509$       (276,220)$         2,987,289$       

Mt. Carmel Public Utility Company

Rate Base - Gas
For the Test Year Ending December 31, 2011
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General

Office Plant Unamortized

Working Building Maintenance Rate Case Total

Line Capital Allocation Expense Expense Rate Base

No. Description

 (St. Ex. 1.0, 

Sch. 1.08-G) 

 (St. Ex. 1.0, 

Sch. 1.10) 

 (St. Ex. 2.0, 

Sch. 2.07-G) 

 (St. Ex. 2.0, 

Sch. 2.08-G) (Source) (Source) (Source) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Utility Plant in Service -$                  3,127$               1,806$               -$                  -$                  -$                  -$                  4,933$               

2 Accumulated Depreciation -                        33,570               -                        -                        -                        -                        -                        33,570               

3 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

4 Net Plant -                        36,697               1,806                 -                        -                        -                        -                        38,503               

-                                                                    

5 Additions to Rate Base -                        

6 CWIP -                        -                        -                        -                        -                        -                        -                        -                        

7 Working Capital Allowance (244,323)           -                        -                        -                        -                        -                        -                        (244,323)           

8 Unamortized Rate Case Expense -                        -                        -                        (70,400)             -                        -                        -                        (70,400)             

9 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

10 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

11 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

12 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

13 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

14 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

15 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

16 Deductions From Rate Base -                        -                        -                        -                        -                        -                        -                        -                        

17 Deferred Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

18 Customer Deposits -                        -                        -                        -                        -                        -                        -                        -                        

19 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

20 Deferred Federal Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

21 Deferred State Income Taxes -                        -                        -                        -                        -                        -                        -                        -                        

22 -                                                                    -                        -                        -                        -                        -                        -                        -                        -                        

-                                                                    

23 Rate Base (244,323)$         36,697$             1,806$               (70,400)$           -$                  -$                  -$                  (276,220)$         

Adjustments to Rate Base

Mt. Carmel Public Utility Company

For the Test Year Ending December 31, 2011


