
STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

Mt. Carmel Public Utility Co. )
) No. 13-0079

Proposed general rate increase for )
gas service and an electric rate )
design revision )

MT. CARMEL PUBLIC UTILITY CO.

REPLY BRIEF ON EXCEPTIONS

Eric Bramlet
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

October 8, 2013

mailto:ericbramlet@kogerbramletlaw.com


STATE OF ILLINOIS

ILLINOIS COMMERCE COMMISSION

Mt. Carmel Public Utility Co. )
) No. 13-0079

Proposed general rate increase for )
gas service and an electric rate )
design revision )

MT. CARMEL PUBLIC UTILITY CO.
REPLY BRIEF ON EXCEPTIONS

Mt. Carmel Pubic Utility Co. (“MCPU”), by and through its attorney, Eric Bramlet of the law

firm of Koger & Bramlet, P.C., pursuant to the Illinois Commerce Commission’s Rules of Practice

(83 Ill. Adm. Code 200.830), without waiving, and affirmatively preserving all rights or objections

even though not made herein, hereby submits its Reply Brief on Exceptions in the above captioned

matter, and in support thereof states as follows:

1. That the Staff of the Illinois Commerce Commission (“Staff”) filed its Brief on

Exceptions (Staff’s BOE”) on October 1, 2013.  Contained within Staff’s BOE is Exception One,

which is captioned “Rate Design.”  Exception One addressed the only issue in dispute in this docket

between MCPU and Staff.  Staff correctly indicates that the gas rate designs proposed by the

Administrative Law Judge (“ALJ”) in the Proposed Order (“PO”) are a compromise between the

positions presented by both Staff and MCPU.  However, Staff states that the compromise is flawed. 

MCPU disagrees.

Staff presents no new arguments, neither factual or in law, that would add to, alter or modify

any parties’ positions that were previously set forth in the respective parties’ testimony or briefs. 

MCPU, as stated in its Brief on Exceptions (MCPU’s BOE), accepts the PO’s findings and
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conclusions on gas rate design increases for purposes of this proceeding.  MCPU argues that the

PO’s findings and conclusions do in fact reflect the goals which Staff witness Allen proposed in her

direct testimony (ICC Staff Exhibit 4.0, pp. 9-10)  Ms. Allen asserts that the objectives in rate design

are for “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.” 

The PO specifically addresses equities, conservation of resources, fairness and other

objectives advocated by Staff, including achievement of the revenue requirement.  Further, the PO

clearly is based on the evidence in the record and has a clear finding of a balance in establishing cost

based rates, rate continuity, and  avoidance of rate shock.  (PO pp. 16-17) 

The PO accurately states that Staff did not base its recommendations on a Cost of Service

Study (“COSS”) (nor did MCPU).  The PO further indicates Staff argued its position is based on

“cost causation principles” on historic cost relationships.  (PO p. 16) It is clear from the testimony

that Staff’s recommendations do not meet the objectives that Staff witness Allen advocates as closely

as MCPU’s recommendations.

Staff’s BOE at page 3, argues that the PO’s conclusions about gas rate design are not

supportable.  This is in spite of the fact that the PO clearly addresses the undisputed testimony of

MCPU regarding “equities” and “demographics.”  Again, it should be reflected that Staff witness

Allen injected into the proceeding and advocated the idea of fairness and equity through her

testimony of rate design objectives as addressed above.   Staff’s Exception One is not consistent with

the testimony of its witnesses. 

An ALJ is the finder of fact and is granted discretion in proceedings of this type.  The
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conclusions made in the PO do take the positions of the two parties into consideration and reach a

reasonable compromise to obtain the goals set by statute, administrative rules, and by law and equity. 

Further, the goals set forth by Staff in its testimony and briefs were specifically addressed and dealt

with by the ALJ.  Therefore, the PO is clearly within the discretion of the ALJ and the findings of

facts and evidence presented in this case are consistent with the ALJ’s conclusion.  

However, in the event that the ALJ changes her mind and feels that an either/or position

(MCPU or Staff) should be taken as seemingly advocated in Staff’s BOE, then the position of MCPU

should be used as it is most equitable and supported by the facts.

Wherefore, MCPU would recommend that the provisions in the PO discussed in regards to

gas rate design not be changed, but if so and alternately, they should be changed at pages 16-17,

paragraph VI(E) as follows:

E.  Commission Conclusion
The Commission approves the usage of the actual number of customers and

the actual number of therms delivered for the 2011 test year for the billing
determinants in this proceeding.  As the Company did not perform a COSS for this
proceeding, the Commission finds it appropriate to use the same class revenue
allocations approved in the prior rate case, 71% of the costs to the Residential class
and 29% to the Commercial class.

The Commission concurs with Staff regarding the importance of cost based
rates.  However, the Commission recognizes MCPU’s concerns regarding equities
and demographics of its customer base and is sympathetic to the Company’s desire
for a gas rate design that would allow customers to mitigate an increase by reducing
or controlling their gas consumption.  In this proceeding, neither the Company nor
Staff relied upon a COSS.  Staff argues that its across-the-board increase is based on
cost causation principles because the historical cost relationships have not changed
since the last rate case when there was a COSS.  Mt. Carmel asserts that its proposal
achieves the revenue requirement, has economic efficiency, is fair and equitable,
simple, conserves resources and meets social goals, in particular by allowing the
customer to have some control over the impact of the increase by controlling their
usage.

The Commission finds that in the absence of current COSS, it is not clear
which proposal more closely aligns with cost causation principles.  Based on the
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evidence in the record, the Commission finds that MCPU’s proposal more closely
allocates the concerns of the customers and the Company as consistent with the
equitable principles and rate objectives outlined by both Staff and MCPU.  Tthe
Residential Customer charge should be increased to $16 $15.00 with the usage
charge of $0.3291 $0.3460 per therm.  The Commercial Customer charge should be
increased to $50 $42.00 with a usage charge of $0.2769 $0.3103 per therm.  The
Commission believes that the rate design approved herein properly balances the
competing objectives of establishing cost based rates, rate continuity, economic
efficiencies, conservation of  resources and meets social goals. and the avoidance of
rate shock.  Further, the Commission directs Mt. Carmel to perform a COSS to
include with its next rate filing.

2. MCPU makes no reply to Staff Exception Two in this Reply Brief on Exceptions.

3. Staff’s BOE at Exception Three - Capital Structure and Cost of Long-Term Debt,

makes exception at page 10, paragraph V(B) of the PO.  MCPU agrees with the changes proposed

by Staff in the first paragraph and second paragraph of Staff’s proposed language to V(B).  However,

in addition and for clarification of the Order consistent with the testimony and positions of the

parties, MCPU would refer to its discussion in paragraph 4 of MCPU’s BOE for incorporation

herein.  MCPU would therefore also recommend  the inclusion of the language proposed in MCPU’s

BOE to paragraph V(B) as well as Staff’s suggested changes and therefore would suggest the Order

at paragraph V(B) should read as follows:

B. Commission Conclusion
Staff found that based on Mt. Carmel’s capital structure and costs of capital,

a just and reasonable rate of return for Mt. Carmel’s electric delivery service
operation is 7.57% and for its gas distribution operations is 7.12%.  The Commission
finds Staff’s proposed capital structure and costs of debt capital are reasonable for
this proceeding.  Staff found that based on its capital structure and cost of debt, Mt.
Carmel the just and reasonable rate of return on its net original cost gas rate base,
incorporating a cost of common equity of 10.15%, is 7.12%.

Upon incorporation of the conclusions stated above, the Commission finds
that MCPU’s capital structure and costs of capital, resultsing in overall costs of
capital that of may be summarized as follows:
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Electric Delivery Service Operations

Class of Capital Ratio Cost
Liquidity
Premium

Weighted
Cost

Short-term debt 5.97% 2.70%      0.16%.
Long-term debt 38.60%% 3.45%      1.33%
Common Equity 55.43% 9.47% 1.50%     6.08%

TOTAL 100.00%      7.57%

Gas Distribution Operations

Class of Capital Ratio Cost
Liquidity
Premium

Weighted
Cost

Short-term debt 5.97% 2.70%      0.16%.
Long-term debt 38.60%% 3.45%      1.33%
Common Equity 55.43% 8.65% 1.50%     5.63%

TOTAL 100.00%      7.12%

The Commission finds that these overall costs of capital to be reasonable. 
Given that MCPU did not request an increase in electric revenues, the Commission
authorizes MCPU to place in effect electric rates equal to those currently in effect
that produce and requested a lesser increase in gas revenue than could be justified,
the Commission authorizes Mt. Carmel to earn a 5.87% return on net original cost
electric rate base.  Further, because MCPU requested an increase in gas revenues that
is lower than would be justified by the Cost of Capital for gas operations, the
Commission authorizes MCPU to place rates into effect which produce a rate of
return on net original cost gas rate base of and 6.59%. on net original cost gas rate
base.  This rate of return is equivalent to the revenue produced by the increase
requested by the Company.

4. MCPU makes no reply to Staff Exception Four in this Reply Brief on Exceptions.

5. MCPU makes no reply to Staff Exception Five in this Reply Brief on Exceptions.

6. MCPU makes no reply to Staff Exception Six in this Reply Brief on Exceptions.

7. MCPU makes no reply to Staff Exception Seven in this Reply Brief on Exceptions.
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WHEREFORE, MCPU expressly asks that the Administrative Law Judge make the changes

above submitted to be incorporated in the final Order to be entered in this docket.

DATED this 8th day of October, 2013.

Respectfully submitted,

MT. CARMEL PUBLIC UTILITY CO.

By:  Eric Bramlet

Eric Bramlet
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
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