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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. What is your name and business address? 3 

A. Scott A. Vogt, Commonwealth Edison Company (“ComEd”), Three Lincoln Centre, 4 

Oakbrook Terrace, Illinois 60181-4260. 5 

Q. Mr. Vogt, by whom are you employed and in what capacity? 6 

A. I am employed by ComEd in the position of Director of Financial Planning and Analysis. 7 

B. Purpose of Testimony 8 

Q. What is the purpose of your testimony? 9 

A. The purpose of my testimony is to refute some of the conclusions reached in rebuttal 10 

testimony by Illinois Commerce Commission Staff (“Staff”) witness Rochelle Phipps and 11 

Citizens Utility Board (“CUB”) witness Christopher Thomas regarding the rate of return 12 

on Purchase of Receivables with Consolidated Billing (“PORCB”) projects. 13 

C. Summary of Conclusions 14 

Q. In summary, what are your conclusions? 15 

A. A separate, different rate of return should not be assigned to capital invested for the 16 

PORCB project.  Ms. Phipps’ and Mr. Thomas’ recommendation in that regard is 17 

inconsistent with the facts related to the financing and cost of capital of ComEd’s 18 

PORCB project. 19 
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D. Background and Qualifications 20 

Q. Mr. Vogt, what are your duties as ComEd’s Director of Financial Planning and 21 

Analysis? 22 

A. My primary duties include load forecasting, risk management, short-term financial 23 

forecasting and long-term financial modeling (for example, five year modeling).  I am 24 

responsible for preparing the budget, long range plan and updating the forecast of the 25 

current year by providing pro-forma financial statements covering those periods.   26 

Q. Mr. Vogt, would you describe your educational background and business 27 

experience?  28 

A. I have a Bachelor of Science degree in Business Analysis from Indiana University.  I 29 

have been employed by ComEd and Exelon since 1998 in various positions, including 30 

roles as a Financial Analyst, Executive Assistant, Assistant Treasurer, and Director of 31 

Project Evaluation.  In November 2002 I was promoted to my current position, Director 32 

of Financial Planning and Analysis for ComEd. 33 

II. ComEd’s Most Recent Overall Authorized Rate of Return on Rate Base Should Be 34 
Used as the Cost of Capital Invested in the PORCB Project. 35 

Q. Please explain how Ms. Phipps’ and Mr. Thomas’ proposal is inconsistent with the 36 

way ComEd finances projects such as the PORCB project. 37 

A. In addition to the conceptual problems cited by ComEd witness Susan Abbott (ComEd 38 

Ex. 9.0), Ms. Phipps and Mr. Thomas are proposing a return level that pre-supposes that 39 

ComEd can issue individual debt and equity securities to finance different investments 40 

and thus achieve returns commensurate with the risks of the individual assets being 41 

financed.  (See ICC Staff Ex. 8.0 and CUB Ex. 1.0.)  ComEd simply cannot do so.  42 
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ComEd finances its entire construction budget and projects as a whole, and incurs a cost 43 

equal to its overall cost of capital when it does so.  Ms. Phipps’ and Mr. Thomas’ 44 

proposal would require ComEd to do something it cannot do –  place assets (and the 45 

associated revenue) into individual debt and equity offerings to ensure that the cost of 46 

capital incurred from the financing transactions matches the underlying assets, similar to 47 

the way banks sell mortgage backed securities.  We do not believe this is a cost-effective 48 

or practical way for ComEd to finance its capital projects.  Moreover, Ms. Phipps’ and 49 

Mr. Thomas’ approach is inconsistent with the Illinois Commerce Commission’s (“ICC” 50 

or “Commission”) treatment of costs under ComEd’s Rider AMP – Advanced Metering 51 

Program Adjustment (“Rider AMP”).  That rider provides for cost recovery of installed 52 

assets at a return equivalent to the allowed return in the most recent rate case, which 53 

includes a return on equity of 10.3%. 54 

To the degree that the Commission deviates from prior established methods – 55 

such as the method applied to the AMP program – in establishing the allowed cost of 56 

capital for investments, and does not provide for a cost of capital that is consistent with 57 

the actual cost incurred by ComEd, undertaking incremental investments in the system 58 

may not be feasible, given the lack of understanding as to the resulting cash flows.  The 59 

reality is that ComEd simply cannot raise capital to invest in projects at the artificially 60 

low cost hypothesized by Ms. Phipps. 61 
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Q. Specifically, does it make sense for ComEd to attempt to finance PORCB assets 62 

distinctly and try to achieve a financing cost commensurate with the proposed 63 

allowed return? 64 

A. No, ComEd has already invested half of the cost related to PORCB without knowing 65 

what the resulting revenue stream will be and thus is unable to match the cost resulting 66 

from the incremental financing to a reduced level of revenue.  ComEd has financed these 67 

investments in the same way it finances all of its capital investments – with a mixture of 68 

debt and equity consistent with the weighting allowed in the last rate case with the 69 

reasonable presumption that the returns would also be consistent.  The assets in question 70 

represent a relatively small opportunity of investment for the capital markets and would 71 

not likely support a cost-effective debt or equity placement.  Moreover, the administrative 72 

costs resulting from tracking and separating the cash flow specific to these assets may 73 

eliminate any perceived reduction in the cost of capital of these assets. 74 

Q. Does this conclude your surrebuttal testimony? 75 

A. Yes, it does. 76 


