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I.  Executive Summary and Introduction 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is Martin G. Fruehe.  My business address is Three Lincoln Center, Oakbrook 4 

Terrace, Illinois 60181. 5 

Q. Have you previously testified in this proceeding? 6 

A. Yes, my direct testimony is identified as ComEd Exhibit 5.0. 7 

Q. Since filing direct testimony, has your position changed at Commonwealth Edison 8 

Company (“ComEd”)? 9 

A. Yes.  My title changed from Manager – Rates, of the Revenue Policy Department to 10 

Manager - Revenue Policy.  My current duties and responsibilities as described at lines 11 

24 through 27 of my direct testimony remain the same. 12 

B. Purposes of Testimony  13 

Q. What is the purpose of your testimony? 14 

A. I will respond to ICC Staff witness Dianna Hathhorn’s suggestions to revise Rider AMP 15 

to (1) amortize Customer Application Operating & Maintenance (“O&M”) costs incurred 16 

prior to the effective date of the rider over three years, (2) reduce Rider AMP charges by 17 

any revenues received for Basic In-Home Devices (“IHD”), Advanced IHD or 18 

Programmable Communicating Thermostats (“PCT”), and (3) remove any incentive 19 

compensation amounts from the calculation of Rider AMP charges.  I will also respond to 20 

Illinois Attorney General and AARP (“AG/AARP”) witness Michael L. Brosch’s 21 

suggestion to amortize the regulatory asset associated with the retired meters over a 22 
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minimum of 13 years instead of the 10 years that I had proposed in my direct testimony 23 

and his assertion that the earnings cap in Rider AMP is inadequate.  24 

C.  Summary of Conclusions 25 

Q. What are the conclusions of your rebuttal testimony? 26 

A. My rebuttal testimony makes the following conclusions: 27 

 (1) Two of changes to Rider AMP as proposed by Staff witness Ms. Hathhorn are 28 

reasonable and should be accepted by the Illinois Commerce Commission 29 

(“Commission” or “ICC”).  These changes are 30 

• Customer Applications related O&M costs incurred prior to the rider’s 31 

effective date should be amortized over a three-year period; and 32 

• Revenues or fees collected from customers related to the Basic IHD, 33 

Advanced IHD, or PCTs should offset recoveries under Rider AMP. 34 

 (2) Staff Witness Ms. Hathhorn’s recommendation to exclude incentive 35 

compensation in its entirety from Rider AMP should not be accepted by the Commission.   36 

 (3) AG/AARP witness Mr. Brosch’s recommendation to amortize the regulatory asset 37 

associated with the retired meters over a 13-year period should be rejected in favor the 38 

10-year period that I proposed in my direct testimony. 39 

(4) Contrary to AG/AARP witness Mr. Brosch’s opinion, the earnings cap included in 40 

Rider AMP provides meaningful protection against ComEd over-earning as a result of 41 

receiving Rider AMP related revenues. 42 

D. Itemized Attachments to Testimony 43 

Q. Are you sponsoring any exhibits as attachments to your rebuttal testimony? 44 
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A. Yes.  ComEd Exhibits 15.01 and 15.02 provide updates to ComEd Exhibits 5.01 and 45 

5.02, respectively, including the revised estimates of the quarterly revenue requirements 46 

and customer impacts based upon Staff’s recommendation to amortize the Customer 47 

Applications O&M costs incurred prior to the effective date of the rider over a three-year 48 

period. 49 

II. Revisions to Rider AMP 50 

Q. Do you agree with Staff witness Ms. Hathhorn’s recommendation to amortize the 51 

customer application O&M expenses incurred prior to the effective date of the rider over 52 

a three-year period?  53 

A. Yes.  I agree with her proposal.  I also agree the proposed tariff language to revise Rider 54 

AMP appropriately captures this change as set forth in her direct testimony, ICC Staff Ex. 55 

2.0, at lines 121 through 127, and 132 through 148. Exhibits 15.01 and 15.02 show the 56 

updated estimates of the Rider AMP recovery amounts and the customer bill impacts, 57 

respectively, associated with this change. 58 

Q. Do you agree with Ms. Hathhorn’s recommendation to include the revenues associated 59 

with the IHD, Advanced IHDs and PCTs as a reduction to the charges associated with 60 

Rider AMP? 61 

Q. Yes.  I agree with her proposal, but the language she proposes in her direct testimony to 62 

revise Rider AMP does not fully capture this change. The annual reconciliation also 63 

needs to be revised.  Thus, I recommend that corresponding language also be added to the 64 

definition of Actual Authorized Incremental Costs, AIncExp, on 1st Revised Sheet No. 65 

236.  Specifically, the first sentence of the definition of AIncExp should be changed to 66 

the following:  67 
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Actual Annual Authorized Incremental Costs, in $, equal to the actual Authorized 68 

Incremental Costs incurred by the Company during the AMP Reconciliation Period less 69 

(a) any government funds applicable to such Authorized Incremental Costs received by 70 

the Company during the AMP Reconciliation Period and (b) any retail customer 71 

payments for Advanced IHDs, basic IHDs or PCTs received by the Company during the 72 

AMP Reconciliation Period.  73 

III. Incentive Compensation 74 

Q. Do you agree with Staff Witness Ms. Hathhorn’s recommendation that all incentive 75 

compensation be removed from the calculation of Rider AMP charges?  76 

A. No.  Ms. Hathhorn avers that inclusion of incentive compensation will unnecessarily 77 

prolong and complicate the annual review process as incentive compensation plans will 78 

have to be reviewed by Staff and other interested parties.  She does not mention that the 79 

Commission has approved recovery of incentive compensation related to operational 80 

metrics in ComEd’s two most recent delivery service rate cases.  See ICC Docket No. 07-81 

0566, Order dated Sept. 10, 2008, at 61 and ICC Docket No. 05-0597, Order dated July 82 

26, 2006, at 96-97.  In its decision in the former case, however, the Commission did 83 

require only the exclusion of incentive compensation costs associated with ComEd’s net 84 

income goal.  That requirement is an issue currently on appeal of the Commission’s order 85 

in Docket No. 07-0566, and ComEd would certainly comply with the outcome of that 86 

appeal in the calculation of Rider AMP charges.  If the Commission is inclined to require 87 

the exclusion of any incentive compensation from the calculations, then ComEd suggests 88 

that the Commission require that the calculations for Rider AMP be done consistent with 89 

its order in Docket No. 07-0566, pending the outcome of the appeal of that decision. 90 
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Q. Do you agree with Ms. Hathhorn’s recommendation that if the Commission were to allow 91 

recovery of incentive compensation costs in Rider AMP that it does not prejudge the 92 

Commission’s ability to approve (1) the reasonableness of such costs in a Rider AMP 93 

reconciliation and (2) the recoverability of ComEd’s incentive compensation costs in a 94 

general rate proceeding? 95 

A. Yes. 96 

IV.  Amortization of Regulatory Asset 97 

Q. Do you agree with AG/AARP Witness Michael Brosch’s recommendation that the 98 

regulatory asset associated with the meters retired prematurely due to the AMI pilot be 99 

amortized over a minimum of 13 years rather than the 10 years that you proposed in your 100 

direct testimony? 101 

A. No.  As I stated in my direct testimony, the 10 year amortization period provides a 102 

reasonable period to amortize the costs of the meters retired prematurely due to the AMI 103 

Pilot.  104 

Q. Has any other party taken a position on this issue? 105 

A. Yes. In her direct testimony, ICC Staff Ex. 2.0, at lines 88 through 92, Staff witness Ms. 106 

Hathhorn recommends a 10-year amortization period, stating that “I have compared the 107 

estimated rate impacts for Rider AMP using the estimated remaining life of 13.69 years 108 

versus ComEd’s 10-year proposal. I found the difference in the resulting charges is 109 

minimal and therefore withdraw my objection as stated in Docket No. 07-0566 and 110 

accept ComEd’s proposal of a 10-year regulatory asset life for the retired meters.” 111 



Docket No. 09-0263 
ComEd Ex. 15.0 

Page 6 of 7 

 
 

Q. In this proceeding, what exactly is ComEd asking the Commission to approve in regards 112 

to the regulatory asset? 113 

A. In this proceeding, ComEd is asking the Commission to establish a recovery period for 114 

the meters retired prematurely due to the AMI pilot.  ComEd is not requesting that the 115 

Commission approve a recovery period, or set a precedent for other regulatory assets that 116 

may be created should the Commission approve full AMI deployment or other smart grid 117 

investments.  Mr. Brosch’s concern that, in the event of full AMI deployment, a 10-year 118 

amortization period could have a significant cost difference is premature as this concern 119 

would be addressed at the time ComEd files for such recovery.  The remaining lives of 120 

meters, or other equipment, that may be retired as a result of a Commission approved full 121 

AMI deployment or other smart grid investments are likely to change from the numbers 122 

presented in this proceeding and thus the associated regulatory asset amortization 123 

period(s) may be different. 124 

V.  Rider AMP Earnings Cap 125 

Q. In his direct testimony, Mr. Brosch states that “In my opinion, the earnings cap in Rider 126 

AMP provides no meaningful assurance that the resulting incremental revenues will not 127 

contribute to excessive utility rates.” Is this assertion correct? 128 

A. No.  Mr. Brosch’s “opinion” is not accurate.  As presented in Rider AMP, 1st Revised 129 

Sheet No. 225, Net Operating Income and Rate Base are defined to be applied on a 130 

jurisdictional basis in a manner that is consistent with ComEd’s most recent rate decision 131 

by the Commission.  The results may or may not be the same as if ComEd undertook 132 

another rate proceeding with circumstances that may be different than those in the 133 

previous case.  That criticism could be leveled at any rate that was not reset in real time, 134 



Docket No. 09-0263 
ComEd Ex. 15.0 

Page 7 of 7 

 
 

an ironic criticism for a witness advocating against riders.  However, the earnings cap 135 

does provide a reasonable estimation of what extent, if any, the revenues from Rider 136 

AMP may have contributed to ComEd earning a return over and above that approved by 137 

the Commission.  It thereby provides meaningful protection, consistent with that 138 

approved in the past.  139 

Q. Does this complete your rebuttal testimony? 140 

A. Yes.   141 




