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I. 

A. 

Introduction 1 

Q. Please state your name and business address. 3 

Witness Identification 2 

A. My name is Dianna Hathhorn.  My business address is 527 East Capitol 4 

Avenue, Springfield, Illinois 62701. 5 

 6 

Q. Have you previously testified in this proceeding? 7 

A. Yes, my direct testimony is ICC Staff Exhibit 2.0. 8 

 9 

B. 

Q. What is the purpose of your testimony in this proceeding? 11 

Purpose of Testimony 10 

A. The purpose of my testimony is to respond to the Direct testimony of Mr. 12 

Robert R. Stephens on behalf of the Illinois Industrial Energy Consumers 13 

(IIEC Exhibit 1.0) and  Mr. Michael L. Brosch on behalf of the People of 14 

the State of Illinois (“AG”) and the AARP (AG/AARP Exhibit 1.0) regarding 15 

the following:  16 

1.  the IIEC recommendation that if the use of a cost recovery rider 17 

for Advanced Metering Infrastructure (“AMI”) is not approved in 18 

this case, that Commonwealth Edison Company (“ComEd” or 19 

“the Company”) be permitted to defer and record these costs for 20 

recovery in its next rate case, and  21 
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2.  the AG/AARP testimony that an amortization period established 22 

now may later be applied to a larger retired meter regulatory 23 

asset amounts from future broader deployments of AMI. 24 

 25 

II. 

Q. Do you agree with the IIEC recommendation that if the use of a cost 27 

recovery rider AMI is not approved in this case, that ComEd should be 28 

permitted to defer and record these costs for recovery in its next rate case 29 

(IIEC Exhibit 1.0, p. 16, lines 329-340)? 30 

Commission Policy on Deferred Expenses 26 

A. No.    31 

 32 

Q. What is your general understanding of whether deferred expenses can be 33 

recovered in future rate cases? 34 

A. Although I am not an attorney and am not offering a legal opinion, it is my 35 

understanding that deferred expenses are not allowable test year 36 

operating expenses.  I understand that the Illinois Supreme Court has 37 

stated that the inclusion of non-test year deferred operating expenses in a 38 

test year is a violation of the Commission’s test year rules, as quoted 39 

below: 40 

 As this court stated the last time this case was before 41 
it, "[t]he Commission may alter or amend its past practice, 42 
but it must follow the procedures set forth in its rules and the 43 
Act." (Business & Professional People I, 136 Ill. 2d at 226.) 44 
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The Commission could have amended its test-year rules to 45 
deal with the particular problems created by regulatory 46 
delay.  Instead the Commission attempted to circumvent the 47 
existing rules by improperly treating depreciation as if it were 48 
not an operating expense.  For this reason, we find the 49 
Commission violated its own rules to the detriment of the 50 
intervenors and, therefore, committed reversible error.  51 
Business & Professional People I
 53 

, 136 Ill. 2d at 227. 52 

*  *  * 54 
 55 
 … Because decommissioning expense is a test-year 56 
item, we again find the Commission violated its own rules to 57 
the detriment of the intervenors and, therefore, committed 58 
reversible error.  Business & Professional People I

 

, 136 Ill. 59 
2d at 227. 60 

Business and Professional Peoples For The Public Interest v. Illinois 61 

Commerce Comm’n, 146 Ill. 2d 175, 240-241 (1991) (“BPI II

 63 

”) 62 

Q. Are you aware of any Illinois utilities being allowed to recover non-test 64 

year deferred operating expenses in a test year? 65 

A. No I am not.  As observed by the Court, this would allow recovery of non-66 

test year expenses in a rate case, contrary to the ICC’s test year rules. 67 

 68 

Q. Please explain what you mean by “ICC test year rules.” 69 

A. Part 287 (83 Ill. Adm. Code 287) contains the Commissions’ test year 70 

rules.  Section 287.20 defines the two test years that utilities may propose 71 

as either a historical or future test year.  Section 287.30 promulgates 72 

when and how utilities can update their future test year data. Section 73 
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287.40 sets forth the requirements for pro forma adjustments to historical 74 

test years.  Neither Section 287.30 nor Section 287.40 allow the test year 75 

to be updated or adjusted for actual expenses that were incurred prior to 76 

the test year.  Therefore, the IIEC recommendation for deferred 77 

accounting as an alternate to rider recovery for AMI pilot program costs 78 

would not be in compliance with the Commission’s test year rules. 79 

 80 

III. 

Q. What is the AG/AARP recommendation on the appropriate amortization 82 

period to be afforded to the prematurely retired meters resulting from the 83 

AMI Pilot Program? 84 

Amortization Period for Regulatory Asset of Retired Meters 81 

A. The AG/AARP recommends using a period of 13 years based upon the 85 

estimated remaining recovery life for these assets under ComEd’s 86 

recently completed depreciation study.  (AG/AARP Ex. 1.0, p. 26, lines 6-87 

9)  My direct testimony concurs with ComEd’s 10 year proposal. (ICC Staff 88 

Ex. 2.0, pp. 3-5) 89 

 90 

Q. Does the AG/AARP appear to agree with your testimony that the 91 

difference in estimated rate impacts for Rider AMP using the estimated 92 

remaining life of 13.69 years versus ComEd’s proposed 10-year life is 93 

minimal? 94 
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A. Yes.  The AG/AARP states that the amounts involved for the AMI Pilot are 95 

not large. (AG/AARP Ex. 1.0, p. 26, lines 15-19)  The AG/AARP concern 96 

appears to be that if the amortization period established now is applied to 97 

the larger retired meter regulatory asset amounts from future broader 98 

deployments of AMI, the cost difference could be significant. (AG/AARP 99 

Ex. 1.0, p. 26, line 20 through p.27, line 2)   100 

 101 

Q. What is your understanding of the finding that the Commission will make 102 

in this case? 103 

A. My understanding and the scope of my testimony on this subject concerns 104 

only the costs and recovery period of the meters that will be retired early 105 

due to the AMI Pilot Program.  My understanding is that in the future, if the 106 

Company were to request cost recovery for another regulatory asset, the 107 

Company would have to demonstrate the appropriate amortization period 108 

at that time.  The conclusion of the appropriate amortization period in this 109 

proceeding does not eliminate this requirement or prevent the 110 

Commission from reaching a different conclusion in the future, based on 111 

the evidence at that time. 112 

 113 

Q. Does this conclude your prepared rebuttal testimony? 114 

A. Yes, it does.  115 
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