
Docket No. 13-0079 
MCPU Reply Brief 

 

STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
 
 
 
MT. CARMEL PUBLIC UTILITY CO.   )  
       ) Docket No. 13-0079 
Proposed Electric Rate Design Revision  )  
And Proposed General Increase in Gas )  
Rates        ) 
 

 
 

REPLY BRIEF OF MT.  CARMEL 
PUBLIC UTILITY CO. 

 
 
 
 
 
 
 
 
 
 
 
 
 
      By:   Eric Bramlet of 
       Koger & Bramlet, P.C 
       316 ½ Market Street, P.O. Box 278 

Mt. Carmel, Illinois  62863 
        
       Tel. 618.263.3502 
       Fax 618.263.3504 
       Email:  ericbramlet@kogerbramletlaw.com 
 
 
 
 
 
 
August 27, 2013 
 
 
 
 

mailto:ericbramlet@kogerbramletlaw.com


Docket No. 13-0079 
MCPU Reply Brief 

 
 
 
 
 
 

TABLE OF CONTENTS 
 

 I. BACKGROUND AND PROCEDURAL HISTORY .................................................... 1 
 

II. REVENUE REQUIREMENT…………………………………………………………….. 2 
 

III. RATE BASE………………………………………………………………………………. 2 
 

IV. ADJUSTMENTS TO OPERATING INCOME………………………………………….. 3 
 

V. ADJUSTMENTS TO OPERATING REVENUES AND EXPENSES.......................... 3 
 

VI. ADDITIONAL ACCOUNTING RECOMMENDATIONS………………………………. 4 
 

VII. CAPITAL STRUCTURE AND COST OF CAPITAL ................................................... 5 
 

VIII. GAS RATE DESIGN ................................................................................................... 5 
 

IX. ELECTRIC RATE DESIGN…………………………………………………………….. 10 
 

X. CONCLUSION ........................................................................................................ 13 
 

 

 

 

 

 

 

  

  



Docket No. 13-0079 
MCPU Reply Brief 

 

1 

 

 
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 
 
 
 
MT. CARMEL PUBLIC UTILITY CO.   )  
       ) Docket No. 13-0079 
Proposed Electric Rate Design Revision  )  
And Proposed General Increase in Gas )  
Rates   
 
 
 
 

REPLY BRIEF OF  
MT. CARMEL PUBLIC UTILITY CO. 

 
 

Now comes Mt. Carmel Public Utility Co., by and through its attorney, Eric 

Bramlet of Koger & Bramlet, P.C., and for its Reply Brief in the foregoing caption, 

pursuant to Section 200.800 of the Illinois Commerce Commission’s (“Commission”) 

Rules of Practice (83 Ill. Adm. Code 200.800) sets forth as follows: 

 
I. BACKGROUND AND PROCEDURAL HISTORY 
 
 

Mt. Carmel Public Utility Co. (“Company”) filed its Part 285 rate filing with 

testimony, schedules and exhibits.  Following a schedule established at hearing, the 

Staff of the Commission (“Staff”) filed direct testimony in response to the Company’s 

initial filing.  Rebuttal Testimony was filed by the Company and Staff.  Revised 

Surrebuttal testimony was filed on behalf of the Company.  Joint Cross Exhibit 1.0 (Cost 

of Service Study for gas from ICC Docket 07-0357) was also filed. 

An evidentiary hearing was held on July 16, 2013, at the offices of the 

Commission in Springfield, Illinois.  Testimony of the parties was submitted by Affidavits  
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and admitted into the record.  The matter was marked Heard and Taken.  Initial Briefs of 

the parties were filed on August 13, 2013. 

II. REVENUE REQUIREMENT 
 
 Staff recommended in its testimony and in its Initial Brief that an electric revenue 

requirement be granted per Company’s request in the amount 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 also recommended in its testimony and Initial Brief 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 recommended 

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

requested by the Company. 

 
III. RATE BASE 
 

Staff recommended 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 recommended 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.   Company does not contest 

these adjustments for purposes of this docket. 

A. Working Capital Adjustment 

Staff 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-
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0357. Staff Ex. 1.0 at 7. The Company does not contest this approach and will plan to 

adopt such an adjustment format in its next rate request. 
 

B. Law Office Adjustment 
 
 Company does not contest the proposal by Staff for an adjustment to remove the 

costs associated with office space rented to a private law office from the Company’s 

electric rate base.  

 
C. Allocation of Office Building to Gas 

 
Company does not contest Staff’s proposed adjustment to allocate a portion of 

the general office building to the gas function.  

D. Unamortized Rate Case Expense 
 

Company does not contest Staff’s proposed adjustments to remove unamortized 

rate case expense from the Company’s electric and gas rate bases.  

 
IV. ADJUSTMENTS TO OPERATING INCOME 
 

Company does not contest Staff’s proposed two adjustments to MCPU’s operating 

income:  (1) Staff’s proposed adjustment to remove the costs associated with office 

space rented to a private law office from the Company’s electric rate base; and (2) 

Staff’s proposed adjustment to allocate a portion of the general office building to the gas 

function.  

 
V. ADJUSTMENTS TO OPERATING REVENUES AND EXPENSES 
 
 

The Company does not contest the adjustments proposed by Staff regarding 

operating revenues and expenses, as outlined in Staff’s Initial Brief referring to Staff Ex. 
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6.0, Att. A and referenced below in paragraphs V (A, B, D, E, F, G, and H).  However 

Company still refutes Staff’s position in paragraph V (C), Lobbying Expense. 

 

 A. FAC and PGA Costs and Revenues 
 
 
 B. Industry Association Dues 
 
 
 C. Lobbying Expense 
 
 As stated in Company’s Rebuttal Testimony and Initial Brief, the expenses incurred 

by Company for lobbying are simply those associated with statutorily required 

administrative reporting to the Illinois Secretary of State.  No actual lobbying or expenses 

associated therewith were incurred.  The adjustment recommended by Staff should not be 

followed. 

 
 D. Advertising Expense 
 
 
 F. Miscellaneous General Expense 
 
 
 G. General Plant Maintenance Expense 
 
 
 H. Rate Case Expense 
 
 
VI. ADDITIONAL ACCOUNTING RECOMMENDATIONS   

 A. Original Cost Determination 

 

Staff recommended in its Initial Brief that the Commission order to be issued in 

this proceeding state the following: 

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. 
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Company does not contest this recommendation by Staff. 
 
 
 B. Depreciation Rates 
 
 
 In Staff’s Initial Brief, it recommended that the Commission Order in this 

proceeding include the following: 

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. 

 
 
Company does not contest Staff’s recommendation. 
 
 
VII. CAPITAL STRUCTURE AND COST OF CAPITAL 
 
 
 Company does not contest Staff’s recommended capital structure and cost of 

capital recommendations as set forth in Staff’s Initial Brief in paragraphs VII (A, B & 

C). 

VIII. GAS RATE DESIGN 
 

 
 Industrial Gas Service 
 

Staff, in its Initial Brief at paragraph VIII (C), recommended that the Commission 

clarify that the requirement from Docket No. 07-0357 for Company to provide a new 

COSS to Staff, if and when a new customer begins taking service under the Industrial 

Gas Service class, remain in place as long as the Company has a tariff for said 

Industrial Gas Service class under which a customer could take service. Company does 

not object to this recommendation. 
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 General Rate Design 
 
 

As set forth at page 18 of Staff’s Initial Brief, Staff’s gas rate design proposal is 

based upon the same revenue requirement the Company proposed and as 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.  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.  Additionally, if the Commission 

approves a different gas revenue requirement, then Staff recommended adjusting Staff’s 

rate design across-the-board within each customer class. This difference sets up the 

following discussion. 

 Gas Rates 

The one item which resulted in disagreement between Company and Staff is the 

allocation of increase to the current rates in the customer and therm charges.  Company 

proposed a higher allocation to the therm charge and Staff proposed a higher, across-the-

board increase to the customer charge based on a COSS from Company’s last rate case, 

Docket No. 07-0357. 

Company asserts that its proposal is in conformance with the guidelines advocated 

by Staff witness Ms. Allen citing from Gas Rate Fundamentals, Fourth Edition, American 

Gas Association, 1987, page 152 as follows:  “achieving the revenue requirement, 

economic efficiency, fairness or equity, simplicity and administrative ease, conservation 

of resources, stability and gradualism, social goals, environmental protection, 

employment, and balance of payments.”  (ICC Staff Exhibit 4.0, p. 9-10)  Company  
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outlined in its Initial Brief how its proposal meets more of the fundamental goals in its 

proposed rate design than does Staff’s proposal.  Staff in its Initial Brief continued to 

advocate only “stability and gradualism” as the foundation for its recommendation, yet 

the foundation is based totally on speculation and no factual basis.  Staff’s argument is 

based on hypotheses with descriptive phrases such as: “potentially,” “can create,” 

“presumably,” “may,” and other speculative argument.  No factual basis was given by 

Staff for their argument. 
 

Staff argues that its proposal is superior to the Company’s proposal because it is 

consistent with the cost-based rate design approved from Docket No. 07-0357.  Staff 

does not take into consideration the issue that a customer can control his consumption 

through a therm charge, but cannot control the customer charge except through 

termination of service.  Company continues to assert its real experience of customers 

terminating service because of high customer charges and the competition from 

propane vendors with lower “customer charges” as driving factors in its proposal. 

        The cases cited by both Staff (and Company) in the Initial Briefs show that the 

“precedent” Staff relies on for arguing use of the prior COSS in this docket were based 

on different factual scenarios.  First, the cases were either decided because there was 

an agreement between the parties, or that insufficient information was provided to Staff 

by the utilities for Staff to perform its own COSS.  Either of those situations do not exist 

in this docket and are clearly not on point in this docket and therefore should not be 

controlling for Staff’s position.  
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The first case, Northern Hills Water and Sewer Co., Docket No. 10-0298, 

involved the utility itself proposing an across-the-board rate design, which the Staff 

agreed to. (See p. 9 & 10 of the Final Order) The other three cases cited had a lack of 

sufficient cost information provided by the utilities available for Staff to perform a COSS 

by Staff. See: Sundale Utilities, Inc., Docket No. 08-0549, p. 11-12 of the Final Order 

which stated:   

“Staff claims Sundale did not provide sufficient cost information to 
allow Staff to prepare a cost of service study.”  See: Sundale Utilities, Inc., 
Docket No. 04-0637, p. 12 of the Final Order which stated: “Staff claims the 
Company did not provide sufficient cost information to allow Staff to 
prepare a cost of service study. Therefore, under these circumstances, 
Staff witness Mr. Lazare proposed to apply an across-the-board equal 
percentage increase to current water rates to meet the Company’s 
proposed revenue requirement in this case.”   
 
And of more interest, also see: Cedar Bluff Utilities, Inc., Docket No. 03-0398, p. 

16 of the Final Order which stated: 

 “Staff advocated across-the-board increases as the only 
reasonable approach for base rates, even though the across-the-board 
approach diverges from the standard Commission policy of basing rates 
on costs. Staff did not recommend a cost-based approach because Staff 
believed the information provided by the Companies was not sufficient to 
run its cost-of-service study. In Staff’s opinion, it was necessary to diverge 
from cost-based rates in favor of across-the-board increases on individual 
rate elements.”   
 
The Cedar Bluff order shows that there are other ways to design base rates than 

through a COSS.   Staff itself deviated from a COSS, (or the “standard Commission 

policy of basing rates on costs”) in designing base rates as clearly reflected in Cedar 

Bluff.  Staff in this docket and its proposal for an across-the-board approach while 

arguing the use of a prior COSS to base the deviation from proves that use of a COSS 

is not mandated.  Deviating from a COSS in the way Company has proposed is more 
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acceptable as evidenced by Company witness Long’s testimony “that it has been his 

experience that “increases or changes to specific rate components do not track from case to 

case based upon only costs in those specific cases.”” (MCPU Ex. 1.0SR, p. 4, MCPU Initial 

Brief p. 8)   Staff is trying to track rate components from a prior rate case COSS yet deviate 

in its unfounded “across-the-board” format. 

Further, in the cases cited by Staff, the utility companies involved agreed with 

Staff’s proposals to use an across-the-board allocation whereas Company does not in 

this docket. Moreover, not once in Ms. Allen’s testimony did she indicate that there was 

insufficient cost information provided by Company that prohibited Staff from performing 

a COSS.   Her testimony was that “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, and 

Staff Initial Brief at 21. That statement by Staff relying on the cases cited is misleading.  

What was stated in the Sundale, docket No. 08-0549 was as follows:  “Staff claims 

Sundale did not provide sufficient cost information to allow Staff to prepare a cost of service 

study.” (page 11)  The order went on to say:  “this is the most reasonable approach given 

the lack of accurate data to develop a cost-based alternative.”  Staff in this docket had 

sufficient information provided by Company in its filing and through data request responses 

to perform its own COSS, but Staff elected not to.  Staff is now arguing their position 

because they did not perform a COSS when sufficient information was in fact provided. 

Company continues to support its position by the following long-term factors 

supporting its 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 
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seasonal, or essentially only for heating.  These are all valid arguments which Company 

has made and continues to assert. 

In Staff’s Initial Brief, Staff concedes it never argued that each and every change 

in rates or rate design must be based entirely on cost. (At p. 23) This was in response 

to Company witness Long in his Surrebuttal testimony in which he stated that “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.   With Mr. Long’s argument and the concession of 

Staff, and the foregoing arguments, this would allow the Commission to make a finding 

as proposed by Company.  Or, in the alternative, a compromise allocation between the 

two positions is within the discretion of the ALJ and ultimately the Commission.   

 

IX. ELECTRIC RATE DESIGN   

 A. Rate Consolidation 

 Company and Staff are in agreement on the Company’s proposal for electric rate 

consolidation. However, Staff proposes several tariff changes discussed in the appropriate 

sections below, which Company is in agreement with.  Company agrees with Staff’s 

proposal to rename “Energy Charge” to “Energy Delivery Charge” and relabeling the tariff 

sheets to include “Delivery Service.”   

 B. Residential Electric Delivery Service 

 Company agrees to Staff’s recommendation to change the energy charge of 47 
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cents/kwh in ILL CC No. 8 21st Revised Sheet No. 2 to 6.47, as stated in the Company’s 

testimony as this was a typographical error. 

C. Residential Space Heating Service 
 

Company agrees to Staff’s recommendation to 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 as this was a typographical error in the tariff sheet.  

 D. Commercial Electric Delivery Service 
 

 Staff does not object to Company’s proposed changes.  
 
 E. Commercial Electric Space Heating Service 
 

Staff does not object to Company’s proposed changes.   

 F. Large Light and Power Electric Delivery Service 
 

The Company agrees with Staff’s recommendation to 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”.  

 G. Light and Power Electric Delivery Service (Industrial Electric Delivery  
  Service) 

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. The Company was then able to calculate theoretical rates for the Light and Power 

class had the customer still existed.  Staff does not object to the Company’s alternative 
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proposal to remove purchased power costs from based rates for the Light and Power 

Electric Delivery Service class.  Company and Staff are in agreement. 

Company and Staff are in agreement to rename the Light and Power Electric 

Service class to “Industrial Electric Delivery Service” class.  Company agrees with Staff’s 

recommendation that 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 remain in place as long as the 

Company has a tariff for the Industrial Electric Delivery Service class under which a 

customer could take service.  

 H. Municipal Pumping Delivery Service 
 

Staff does not object to Company’s proposed changes. 

 

 I. Outdoor Area Lighting Delivery Service 
 

Staff does not object to Company’s proposals, but recommended 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. Company agrees with this 

recommendation. 
 

 J. Electric Fuel Adjustment Clause (Rider B) 
 
 Staff agrees with Company’s proposal setting the Base Fuel Cost component in 

the Fuel Adjustment Clause Formula equal to 0.00 cents/kwh. Company agrees with 

Staff’s recommendation to change “AC” to “FAC” within the formula for the Fuel 

Adjustment Class in ILL CC No. 8 9th Revised Sheet No. 14.1.  
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X. CONCLUSION 

 Company recommends that the Commission enter an order consistent with the 

positions and arguments expressed by the Company in its Testimony, Initial Brief and 

this Reply Brief and for such other and further relief as deemed just and equitable. 

 

       Respectfully submitted, 

       Mt. Carmel Public Utility Co. 

 

By:  Eric Bramlet 
Koger & Bramlet, P.C. 
316 ½ Market Street 
PO Box 278 
Mt. Carmel, Illinois  62863 
Telephone:  618/263-3502 
Facsimile:    618/263-3504 
ebramlet@kogerbramletlaw.com 
 

 

 


