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Q. Please state your name and title. 1 

A. My name is J. Barry Mitchell and I am President and Chief Operating Officer of 2 

ComEd. 3 

Q. What is the purpose of your rebuttal testimony? 4 

A. My Rebuttal Testimony has three principal purposes.  First, I provide ComEd’s 5 

position on the revenue requirement testimony offered by the Commission Staff 6 

and certain Intervenors.  I highlight the reasons for the differences between 7 

ComEd and Staff as to ComEd’s revenue requirement and suggest a framework 8 

for analyzing those issues.  Second, I will comment on the facts relating to 9 

ComEd’s investment in projects to be completed by the end of the third quarter of 10 

2008, for which we have proposed pro forma rate base inclusion in this case.  In 11 

this regard, as President and Chief Operating Officer of ComEd, I am confident in 12 

testifying that the investments which we have requested be included in rate base 13 

have been or are reasonably certain to be spent on projects that will be completed 14 

and in service by September 30, 2008.  Third, I will summarize why ComEd’s 15 

System Modernization Projects Rider (“Rider SMP”) is good for customers.  In 16 

addition, I will introduce the other witnesses who will be providing rebuttal 17 

testimony on behalf of ComEd.  18 

Q. What is ComEd’s position on the Staff’s recommended rate increase? 19 

A. Staff is recommending adjustments that disallow $249 million, or more than two-20 

thirds of our increased revenue requirement, and permit us to recover only $112 21 

million of our initial proposed $361 million rate increase.  We believe that Staff 22 

has taken misguided and, in some cases, indefensible positions in reaching their 23 
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recommendation.  Nevertheless, on what have been highly contentious issues in 24 

past cases, ComEd and Staff are not far apart.  For example, we are in virtual 25 

agreement with respect to the proper capital structure for rate-making purposes.  26 

Similarly, we have only a 45 basis point difference with respect to return on 27 

equity, 10.75% shown by ComEd versus 10.3% proposed by Staff.  Likewise, 28 

although Staff has recommended disallowance of some discrete A&G items, we 29 

have no issue concerning the overall level of A&G expenses, which was a 30 

significant issue in the last case.    31 

Q. What is ComEd’s reaction to the rate increase recommended by the Citizens 32 

Utility Board (“CUB”) and the Illinois Attorney General’s office (the “AG”)? 33 

A. We believe these parties have taken extreme positions, recommending a rate 34 

increase of only $39 million and a return on equity of only 7.77%.  These 35 

recommendations are simply unrealistic. 36 

Q. What would be the impact on ComEd of cost recovery at the level 37 

recommended by Staff? 38 

A. Denying cost recovery to ComEd to that great an extent would be a major blow to 39 

ComEd which is already in a weakened financial position, described in more 40 

detail in the direct and rebuttal testimony of Mr. McDonald.  (ComEd Exs. 9.0 41 

and 28.0).  Recovery of such a reduced overall revenue requirement would harm 42 

ComEd significantly in the financial community.  This inability to recover our 43 

actual cost of service would have a long-lasting effect that would prevent us from 44 

making system infrastructure investments and operational expenditures that we 45 

want to provide to benefit customers.  It is absolutely critical that ComEd align its 46 
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expenses and revenues.  Our proposed rate increase would accomplish that to 47 

some extent and allow us to continue to invest in basic infrastructure and 48 

operational improvements.  By contrast, Staff’s position would not.     49 

Q. What accounts for the difference in revenue requirements recommended by 50 

Staff compared to the recovery sought by ComEd? 51 

A. Three different areas primarily account for the difference:  (1) areas in which we 52 

believe Staff’s position is contrary to recent Commission orders; (2) the 53 

Commission’s pro forma requirement pertaining to 2008 plant investment; and (3) 54 

other contested issues including those as to which the Commission has not 55 

previously expressly addressed the precise issue in dispute.  I will discuss each of 56 

those three in turn.   57 

Q. What are the issues on which Staff’s position departs from recent 58 

Commission rulings? 59 

A. Two principal issues.  First, Staff is proposing an additional depreciation 60 

adjustment for plant in service at the end of the test year that would result in a 61 

significant reduction in our rate base and reduce our revenue requirement by 62 

nearly $45 million.  I am advised that the Commission rejected an identical 63 

proposal in the Peoples Gas case in Docket 07-0241/07-0242 (Cons.) (February 5, 64 

2008), as well as in two other recent cases, including ComEd’s 2005 rate case, 65 

Docket 05-0597.  This issue is discussed in greater detail in the Rebuttal Panel 66 

Testimony of Mses. Houtsma and Frank (ComEd Ex. 25.0). 67 

 Second, as Mr. McDonald explains (ComEd Ex. 28.0), Staff is proposing 68 

disallowances of incentive compensation program costs that the Commission 69 
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held, in its Order in Docket 05-0597, were allowable.  Inclusion of these amounts 70 

increases ComEd’s revenue requirement by approximately $9.7 million. 71 

 In short, about 20% of the difference between the ComEd and Staff revenue 72 

requirements positions is attributable to Staff’s position on issues that have 73 

already been decided contrary to Staff’s position in this case. 74 

Q. Please turn now to the second area you described above.  What is the pro 75 

forma issue? 76 

A. Staff witness Griffin proposes a rate base disallowance that reflects zero ComEd 77 

investment between January 1 and September 30, 2008.  He does that without 78 

consideration of the hard evidence which is available.  Mr. Griffin’s unrealistic 79 

assumption itself accounts for about $104.4 million - - more than 40% -- of the 80 

difference between the Staff position and the ComEd position.  Our Rebuttal 81 

Testimony, which I reference at lines 102-03, rebuts in detail Mr. Griffin’s 82 

unsupported assumption, and provides incontrovertible corroborating evidence to 83 

support inclusion of our 2008 investment in rate base.  As President and Chief 84 

Operating officer, I assure the Commission that ComEd is committed to moving 85 

forward with this 2008 investment. 86 

 Q. What is the third area of difference between the ComEd and Staff positions 87 

on revenue requirements? 88 

A. The third area is comprised of the issues which we believe Staff has the merits of 89 

the dispute wrong.  The dozen or so issues in this category account for about $90 90 

million or about 35% of the difference between us.   The largest of these issues 91 

concerns the appropriate return on equity for ComEd (which has a value of about 92 
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$24 million).   This issue is discussed in the Rebuttal Testimony of Dr. Hadaway 93 

(ComEd Ex. 29.0).  The remainder of these issues is discussed in the Rebuttal 94 

Testimony of Mses. Houtsma and Frank (ComEd Ex. 25.0) and George Williams 95 

(22.0)   96 

Q. Let’s turn now to the issue of investment in 2008 projects for which ComEd 97 

has proposed rate base treatment and to which you have referred above.  Is it 98 

reasonably certain ComEd will make this investment? 99 

A. Yes.  A number of these projects have been completed and placed in service.  100 

Others are underway and are supported not merely by a spending “budget,” but by 101 

hard evidence of need for the project, specific work-plans and the status of work 102 

at present.  Terence Donnelly (ComEd Ex. 21.0) and the panel of Robert (“Bill”) 103 

Donahue and Ron Williams (ComEd Ex. 24.0) provide extensive operational 104 

evidence supporting the conclusion that the 2008 investment for which we have 105 

requested recovery will be made, and that ComEd is undertaking those projects as 106 

we speak.   107 

 These projects are needed to allow us to provide reliable and efficient service to 108 

our customers, and they have been duly authorized by all necessary corporate 109 

actions.  We have provided the Commission with an unprecedented range and 110 

depth of evidence substantiating the actual work this adjustment reflects, and are 111 

willing to provide to the Commission additional information confirming our 112 

continued investment that it may reasonably require to satisfy itself that these 113 

projects will be in service by September 30, 2008.   114 
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Q. The third issue you said you would address is Rider SMP.  What is ComEd’s 115 

response to Commission Staff and Intervenors’ positions on Rider SMP? 116 

A. We proposed Rider SMP as a way to provide or accelerate for our customers the 117 

realization of the benefits that would flow from advanced technological 118 

enhancements to our distribution system, such as Automated Metering 119 

Infrastructure (AMI).  Mr. McDonald and I both explained that ComEd’s current 120 

and projected financial condition would make it extremely unlikely that we could 121 

pursue these projects without greater certainty of timely cost recovery than is 122 

currently available.  Accordingly, we proposed Rider SMP, which would allow us 123 

to recover the costs of such projects through that Rider.   124 

 The Staff and Intervenor testimony confirms the need for Rider SMP.  Staff and 125 

Intervenors have many ideas about the Smart Grid.  ComEd welcomes this lively 126 

debate.  But the debate needs to take place before ComEd makes these substantial  127 

investments, not after.  In our financial condition, we are simply unable to move 128 

forward with the risk that we will be second guessed on these critical decisions.  129 

And, of course, ongoing input is crucial.  The annual filing process inherent in 130 

Rider SMP allows for this meaningful proactive input.   131 

Q. Has ComEd made modifications to Rider SMP in rebuttal? 132 

A. Yes.  In our rebuttal testimony we attempt to address many of the concerns raised 133 

by Staff and Intervenors.  We adopt many of Staff’s suggestions.  Likewise, 134 

ComEd has attempted to shape its Rider SMP proposal to satisfy the guidelines 135 

for infrastructure rider approval contained in the Commission’s February 5 Order 136 

in the Peoples Gas case.  These issues are discussed more thoroughly by Ms. 137 
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Clair (ComEd Ex. 23.0), Messrs. Donnelly (ComEd Ex. 21.0), Crumrine (ComEd 138 

Ex. 30.0) and George (ComEd Ex. 31.0)  and Dr. Tierney (ComEd Ex. 18.0). 139 

Q. Who are the other witnesses who will be providing rebuttal testimony on 140 

behalf of ComEd and what are the subjects they will be addressing? 141 

A. Those other witnesses, and a brief summary of the matters they will each be 142 

addressing, are: 143 

• Hon. Susan Tierney (ComEd Ex. 18.0), Managing Principal of the Analysis 144 
Group, Inc., and a former Commissioner of the Massachusetts DPU and 145 
Assistant Secretary for Policy at the U.S. Department of Energy under 146 
President Clinton: 147 

 148 
• responds to the proposal by Staff witness Griffin to disallow most if not all  149 

investment in the 2008 pro forma projects.  Dr. Tierney concludes that the 150 
Commission’s rule allowing pro forma plant additions is an important one 151 
that furthers the principal goals of ratemaking:  that rates reflect actual 152 
costs of service, thereby enabling the utility to attract capital at a 153 
reasonable cost to provide useful investments to benefit customers.  Dr. 154 
Tierney observes that this rule is especially important in times, like the 155 
present, when costs of utility investments are rising rapidly.  Dr. Tierney 156 
concludes that Mr. Griffin’s recommendation with respect to 2008 157 
investment would not be in the best interest of customers and should be 158 
rejected; 159 

 160 
• addresses the testimony of Dr. Kiesling on behalf of the Citizens Utility 161 

Board that recommends rejection of ComEd’s proposed Rider SMP.  Dr. 162 
Tierney concludes that Rider SMP appears to be just the kind of 163 
mechanism that would allow Dr. Kiesling’s other recommendations to be 164 
accomplished, in that the Rider would provide the type of regulatory 165 
certainty that would allow ComEd to invest in projects that Dr. Kiesling 166 
envisions as important for bringing to ComEd’s customers the benefits of 167 
a smart grid; and 168 

 169 
• addresses the testimony of various Staff and Intervenor witnesses that 170 

Rider SMP should be rejected because approval of the Rider might 171 
undermine the incentive for ComEd to manage its costs efficiently.  Dr. 172 
Tierney points out that circumstances beyond Rider SMP impose ample 173 
incentives on ComEd to operate efficiently. 174 

 175 
• Susan Abbott (ComEd Ex. 19.0), Managing Director of New Harbor, Inc.: 176 
 177 
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• Responds to the testimony of IIEC witness Gorman concerning ComEd’s 178 
financial prospects, and concludes that his characterization of ComEd’s 179 
credit quality and the views of the rating agencies is badly flawed.  Ms. 180 
Abbott stresses that in fact it will be very difficult for ComEd to regain an 181 
investment grade rating without sustained regulatory support.  This is 182 
especially true in light of ComEd’s substantial financial demands brought 183 
about by the need for capital spending.  Regulatory initiatives that can 184 
create certainty for utilities as they pursue their construction programs 185 
tend to assure investors and enhance a utility’s access to capital; and      186 

 187 
• Discusses the proposal of Staff witness Griffin to disallow all post 2007 188 

pro forma investments from ComEd’s rate base, and concludes that 189 
adoption of the Griffin proposal would send the most negative message 190 
possible to the investment community.  Ms. Abbott stresses in this regard 191 
that rating agencies and the financial community in general are looking for 192 
more up-to-date regulatory tools to solve problems caused by recognizing 193 
utility investment in rates. 194 

 195 
• Hon. Robert W. Gee (ComEd Ex. 20.0), former chair of the Public Utility 196 

Commission of Texas and former Assistant Secretary for Policy of the 197 
Department of Energy, testifies that denying ComEd recovery of pro forma 198 
adjustments for plant it will place in service by September 30, 2008, is bad 199 
public policy and does not benefit customers. 200 

 201 
• Terence Donnelly (ComEd Ex. 21.0) will testify that: 202 

• ComEd is reasonably certain to place plant into service by September 30, 203 
2008, as ComEd forecasts, and much of the work to do so is already 204 
underway; 205 

 206 
• ComEd’s plant investment forecast is not imprecise.  It is grounded in 207 

actual operating data including required in service dates, construction 208 
schedules, and actual project status; the Staff witness testifying on these 209 
adjustments apparently did not consider this evidence at all; 210 

 211 
• From an operational perspective, Rider SMP makes good sense.  The 212 

distribution automation and SCADA projects provide real customer 213 
benefits, meet the Peoples Gas test, and should be approved; and 214 

 215 
• Operational criticisms of ComEd’s rates relating to “loop flows,” use of 216 

public railroad property, and the distribution loss factor are erroneous and 217 
should be rejected. 218 

 219 
• George Williams (ComEd Ex. 22.0), ComEd’s Senior Vice President, 220 

Operations: 221 
 222 
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• reviews the change in the cost of materials as part of the overall cost of 223 
underground lines and of service lines.  He concludes that Mr. Lazare of 224 
Staff is incorrect that the increases in the per-unit costs of these items are 225 
unexplained, and therefore Mr. Lazare’s proposed disallowance is not 226 
justified; 227 

 228 
• examines from an operations perspective Mr. Linkenback’s concern that 229 

ComEd’s proposed Rider SEA will result in under-investment in 230 
preventative maintenance programs, concluding that Mr. Linkenback is 231 
incorrect.  Mr. Williams also demonstrates that ComEd’s proposed 232 
definition of a major “storm” is appropriate, and that the proposed rider 233 
addresses a significant expense issue; and 234 

 235 
• considers the suggestion by Mr. Ostrander of Staff that ComEd’s materials 236 

and supplies expenses be normalized.  Mr. Williams concludes that, in 237 
light of rising prices faced by ComEd, and in light of actual inventory 238 
levels in 2007, the December 31, 2006 level is appropriate and 239 
representative. 240 

 241 
• Sally T. Clair (ComEd Ex. 23.0), ComEd’s Senior Vice President, Customer 242 

Operations, testifies that the AMI proposal of ComEd will result in significant 243 
system benefits and operational cost savings to customers.  Ms. Clair 244 
describes in detail the AMI proposal, its functionality and the rationale for the 245 
selection of the particular AMI technology contemplated.  She also describes 246 
and explains ComEd’s proposal for infrastructure in support of demand 247 
response and how AMI deployment furthers smart grid development. 248 

 249 
• The panel of Robert Donahue and Ron Williams (ComEd Ex. 24.0), of 250 

Power Delivery Research & Consulting Corp. (“PDR&C”), testify to their 251 
independent investigation of the proposed 2008 pro forma plant additions.  252 
This evaluation included numerous interviews, actual worksite inspections 253 
and the review of thousands of pages of planning, design, construction and 254 
other operational documents, and confirmed the reasonable certainty of 255 
ComEd’s proposed level of investment. 256 
 257 

• The panel of Kathryn Houtsma and Stacie Frank (ComEd Ex. 25.0): 258 
 259 

• present ComEd’s revised revenue requirement, which shows that 260 
ComEd’s revenues under existing delivery services rates fall $355.4 261 
million short of recovering its prudent and reasonable costs of providing 262 
distribution and customer services to its retail customers; 263 

 264 
• refute the respective proposals of Staff witness Mr. Griffin and AG/CUB 265 

witness Mr. Effron to reduce ComEd’s pro forma adjustments for capital 266 
additions, showing that the Staff and AG/CUB proposals are unwarranted 267 
and miscalculated, and providing updated figures for the capital additions; 268 



Docket No. 07-0566 
ComEd Ex. 17.0 

 

Page 10 of 13 

 269 
• show that the respective proposals of Staff witness Mr. Griffin, AG/CUB 270 

witness Mr. Effron, and IIEC witness Mr. Gorman to reduce rate base by 271 
adding a year or more of depreciation expense to the depreciation reserve 272 
are improper and flatly contrary to the Commission’s rulings rejecting 273 
parallel proposals in the last two ComEd rate cases and in the recent 274 
Peoples Gas/North Shore Gas rate cases; 275 

 276 
• refute the respective proposals of Staff witness Ms. Hathhorn, AG/CUB 277 

witness Mr. Effron and IIEC witness Mr. Gorman to disallow incentive 278 
compensation costs and expenses, showing that the proposals are 279 
unwarranted and miscalculated; 280 

 281 
• respond to various other proposed rate base and operating expenses 282 

adjustments of Staff, AG/CUB, and the IIEC; and 283 
 284 
• address the depreciation aspect of ComEd’s proposed Rider SMP – 285 

System Modernization Projects (“Rider SMP”). 286 
 287 

• Kevin Waden (ComEd Ex. 26.0), ComEd’s Director of Accounting and 288 
Financial Reporting,  testifies that: 289 

 290 
•  Staff Witness Griffin’s proposed adjustments to ComEd’s rate base 291 

related to several aspects of ComEd’s accounting policies and its 292 
capitalization of certain costs are inappropriate.  ComEd’s changes to its 293 
Property Unit Catalog and its accounting treatment of certain software 294 
costs, departmental overheads, and the stores clearing account are 295 
consistent with sound accounting principles and standards and do not 296 
violate any Commission rules or policies.  Mr. Griffin does not suggest 297 
otherwise or suggest that any of the underlying costs at issue were 298 
unreasonable or imprudent.  As a result, ComEd should be able to recover 299 
those costs; 300 

 301 
• ComEd’s allocation of substation common facilities costs follows a 302 

Commission-approved methodology and does not violate any accounting 303 
standards.  A change in allocation methodology is not appropriate or 304 
beneficial to ratepayers; 305 

 306 
• Although it has not violated any Commission requirements or accounting 307 

standards with respect to the following issues, ComEd agrees to certain 308 
aspects of Mr. Griffin’s recommendation for notification of accounting 309 
changes, his recommendation concerning depreciation studies, and to 310 
report certain services provided to affiliates in accordance with Staff 311 
Witness Hathhorn’s recommendation; and 312 

 313 
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• Ms. Hathhorn’s conclusions and proposed adjustment related to the 314 
depreciable life of the Post-2006 Project are inappropriate.  ComEd 315 
appropriately uses a five-year amortization period. 316 

 317 
• Joseph A. Frangipane, CPA (ComEd Ex. 27.0), former Director, Division of 318 

Audits, Federal Energy Regulatory Commission, testifies that: 319 
 320 

• ComEd’s accounting policies and practices in the areas of software 321 
development, departmental overheads, stores clearing, and its Property 322 
Unit Catalog are consistent with the requirements of the Uniform System 323 
of Accounts and are acceptable under Generally Accepted Accounting 324 
Principles.  Staff Witness Griffin’s recommended adjustments related to 325 
these areas are inappropriate and unnecessary; and 326 

 327 
• Cost incurred in rendering electric service must be recovered so long as 328 

the asset purchased is used and useful and the expense was prudently 329 
incurred.  There appears to be no dispute that this standard is met with 330 
respect to the assets at issue in Mr. Griffin’s testimony.  Even if the 331 
Commission were to accept Mr. Griffin’s adjustments to rate base, the 332 
proposed adjustments must also reflect the corresponding expense 333 
adjustment, which will effectively increase ComEd’s revenue requirement 334 
and rates to customers. 335 

 336 
• Robert K. McDonald (ComEd Ex. 28.0), ComEd’s Senior Vice President, 337 

Chief Financial Officer and Chief Risk Officer testifies that: 338 
 339 

• The proposals of Staff, IIEC, the AG and CUB to disallow between $249 340 
million and $322 million of ComEd’s increased costs would have very 341 
significant adverse effects on ComEd and its customers; 342 

 343 
• It is critically important that the Commission approve rates that will 344 

improve ComEd’s financial condition; 345 
 346 
• Authorizing timely recovery of new distribution and plant addition costs 347 

will send a clear message to rating agencies that Illinois regulatory 348 
authorities stand behind ComEd and will not allow it to become even more 349 
weakened financially; and 350 

 351 
• Approving recovery of the costs of ComEd’s incentive compensation 352 

programs, which were redesigned to conform to the Commission’s 353 
decision in ComEd’s last rate case, will further aid ComEd’s financial 354 
recovery. 355 

 356 



Docket No. 07-0566 
ComEd Ex. 17.0 

 

Page 12 of 13 

• Professor Samuel Hadaway (ComEd Ex. 29.0), a professor of economics 357 
and finance and principal in FINANCO, Inc., Financial Analysis Consultants, 358 
testifies that: 359 

 360 
• the rate of return recommendations of Staff, IIEC and CUB  are not 361 

consistent with current market turmoil or the higher capital costs that 362 
corporate borrowers like ComEd are currently required to pay; 363 

 364 
• if the same approach taken by the Commission in the recent Peoples Gas 365 

and North Shore case (Docket Nos. 07-0241 and 07-242 (Cons.)) were 366 
followed in this proceeding, a return on equity (“ROE”) of 10.8% would 367 
result.   368 

 369 
• the 10.75% ROE for ComEd presented in Dr. Hadaway’s direct testimony 370 

continues to be reasonable; and 371 
 372 

• the proposals to make a downward adjustment to ComEd’s ROE in the 373 
event that Riders SMP or SEA are approved are unsupported by any 374 
analysis and are unreasonable. 375 

 376 
• Paul R. Crumrine (ComEd Ex. 30.0), ComEd’s Director, Regulatory 377 

Strategies and Services, responds to Staff and Intervenor testimony addressing 378 
Riders SMP and SEA, and ComEd’s rate design policy.  In particular, Mr. 379 
Crumrine: 380 

 381 
• offers revisions to Rider SMP that incorporate the Commission’s direction 382 

in its recent Peoples Gas rate order, as well as certain suggestions raised 383 
by the parties; 384 

 385 
• responds to parties’ various claims concerning Riders SMP and SEA; 386 
 387 
• identifies and discusses a rate mitigation proposal for our three largest 388 

customer classes; and 389 
 390 
• responds to the parties’ testimony concerning other rate design policy 391 

issues.  392 
  393 
• Steven George (ComEd Ex. 31.0), Principal Consultant at the Freeman 394 

Sullivan Co., a research and consulting firm, testifies that considerable 395 
benefits would accrue to all customers if AMI technology were employed on 396 
the ComEd system. He explains that these benefits take the form of lower 397 
energy costs and general costs over time that could be reasonably estimated to 398 
be nearly $400 million. 399 

 400 
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• The panel of Lawrence Alongi, ComEd’s Manager, Retail Rates, and Dr. 401 
Chantal Jones, Principal Rate Analyst, Retail Rates (ComEd Ex. 32.0), 402 
responds to Staff and Intervenor testimony addressing ComEd’s embedded 403 
cost of service study (“ECOSS”), the rates for ComEd’s three largest customer 404 
classes and other rate issues.  In particular, they: 405 

 406 
• identify certain corrections to the ECOSS and reflect the results of those 407 

corrections to proposed rates; 408 
 409 
• detail a specific rate mitigation proposal to move customers in the Extra 410 

Large Load, High Voltage and Railroad delivery classes partially towards 411 
cost-based delivery services rates; 412 

 413 
• explain why the Commission should reject the City of Chicago’s proposal 414 

to substantially alter ComEd’s overall rate design; and 415 
 416 
• respond to other specific rate and rider issues.  417 

 418 
• Alan Heintz Vice President of Brown, Williams, Moorhead & Quinn, Inc., 419 

(ComEd Ex. 33.0), responds to Intervenor testimony challenging the ECOSS 420 
and its results, and explains why the Commission should not accept the 421 
Intervenors’ claims. 422 
 423 

Q. Does this conclude your Rebuttal Testimony? 424 

A. Yes, it does. 425 


