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Introduction and Purpose 

A. Identification of Witness 

Please state your name. 

Martin G. Fruehe. 

Are you the same Martin Fruehe who submitted rebuttal testimony in this 

proceeding? 

Yes. My rebuttal testimony is CornEd Ex. 5.0. 

B. Purpose of Testimony 

What are the purposes of your surrebuttal testimony? 

The purposes of my surrebuttal testimony are as follows: 

(1) Introduce two additional witnesses who support Commonwealth Edison Company's 

("CornEd") proposed rate of return in this matter and respond to Illinois Commerce 

Commission Staff ("Staff') witness Rochelle Phipps and Citizens Utility Board ("CUB") 

witness Christopher Thomas in that regard; 

(2) Address Staff witness Theresa Ebrey's concern about the deferred expenses CornEd 

proposes to recover through Rider PORCB - Purchase of Receivables with Consolidated 

Billing ("Rider PORCB"); and 

(3) Propose a resolution to address Ms. Ebrey's concern about proper allocation of costs. 

C. Summary of Conclusions 

In summary, what are your conclusions? 

(I) CornEd's allowed return on equity from its most recent rate case is appropriate for use 

in connection with the assets related to the PORCB program. 

Docket No. 10·0138 Page I of6 CornEd Ex. 8.0 



23 

24 

25 

26 

27 II. 

28 

29 Q. 

30 

31 

32 

33 

34 A. 

35 

36 

37 

38 

39 Q. 

40 A. 

41 

42 

43 

44 

45 

(2) CornEd should recover the deferred expenses it has incurred related to the PORCB 

program. 

(3) The proper allocation of costs for rider recovery or rate base inclusion IS best 

addressed in CornEd's current rate case. 

Response to Staff and Intervenors 

A. Introduction of Additional Witnesses 

In her rebuttal testimony, Staff witness Ms. Phipps continues to argue that the 

return on the equity portion of CornEd's cost of invested capital being recovered 

through Rider PORCB should be significantly lower than the amount that CornEd 

recovers on its rate base, and CUB witness Mr. Thomas filed rebuttal testimony 

supporting Ms. Phipps' proposal. Do you agree with her position? 

No. I have already responded to Ms. Phipps' position in my rebuttal testimony and 

continue to propose that the cost of equity allowed in CornEd's most recent rate case is 

most appropriate. Two other CornEd witnesses will provide support for why the return 

on equity that CornEd receives on its PORCB investments should be equivalent to the 

amount it receives on rate base. 

Please identify these witnesses. 

Susan Abbott of Susan Abbott Consulting, LLC provides an investor's viewpoint of what 

would be expected as a reasonable return on equity for PORCB investments and explains 

the flaws in Ms. Phipps' proposal. (CornEd Ex. 9.0.) Scott Yogt, CornEd Director of 

Financial Planning and Analysis, provides an explanation as to why CornEd does not 

finance projects, such as PORCB, individually. Mr. Yogt also explains how such a 

project is financed and describes the associated carrying costs. (CornEd Ex. 10.0.) 
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B. Recovery of Deferred Expenses 

In her rebuttal testimony, Staff witness Ms. Ebrey raises a concern regarding 

CornEd's proposal to recover deferred expenses associated with the PORCB 

program, stating "[t]he Company has not provided testimony explaining the need 

for the deferral of expenses or indeed what these expenses even result from." (ICC 

Staff Ex. 7.0, 4:74-76.) Can you provide some indication of what these deferred 

expenses are and why they should be recovered? 

Yes. Although these costs are more fully addressed by Mr. Mittelbrun (CornEd Ex. 7.0), 

the expenses in question relate to incremental costs CornEd incurred as a result of the 

implementation of the legislatively-mandated PORCB program. As explained in 

CornEd's response to Staff Data Request TEE 2.01, CornEd incurred approximately $2.5 

million of costs related to the developmental stages of the PORCB program in 2008 and 

2009. These costs included project management, IT services, and business analysis. 

Such costs are normally expensed as upfront costs and are not typically capitalized. In 

order to receive full recovery of its costs, as directed by the legislation, CornEd deferred 

these expenses for future rider recovery. 

Ms. Ebrey also states that "[t]he Company did not identify any deferred costs for 

DICs or BSMICs in its FERC Form No.1 for the year ending 2009." (ICC Staff Ex. 

7.0,4:76-77.) Is this accurate? 

No. The $2.5 million of deferred expenses is reported in CornEd's 2009 FERC Form I on 

page 233.1, line 13, as "DCB/POR - Regulatory Program - Deferred Implementation 

Expenses. " 
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Did CornEd provide any other indication that any expenses would be deferred and 

recovered at a later date through the rider? 

Yes. In CornEd's supplemental response to ICC Staff Data Request TEE 1.01, Attach 1 

and Attach _2 clearly show the recovery of previously incurred O&M expenses via 

amortization of a regulatory asset. Although labeled as "2009 Expenses", these amounts 

were intended to reflect both 2008 and 2009 deferred expenses. 

Do any other riders include the recovery of deferred expenses? 

Yes, there are two examples. First, CornEd's Rider AMP - Advanced Metering Program 

Adjustment ("Rider AMP") allows for the recovery of certain expenses (e.g., customer 

applications and communications) CornEd incurred prior to the first Rider AMP 

application period. Another example is CornEd's Rider EDA - Energy Efficiency and 

Demand Response Adjustment ("Rider EDA"), which allows for the recovery of certain 

start-up costs associated with CornEd's energy efficiency and demand response programs 

and its recently approved on-bill financing program. 

C. Cost Allocation 

Ms. Ebrey raises another concern in her rebuttal testimony related to the allocation 

of costs associated with consolidated billing, specifically, "[t]he Commission might 

find that the costs identified 'to facilitate the orderly switching of customers and the 

expected increase in RES activity and electronic data interchange transactions' are 

not 'incremental costs' related to billing for purchased receivables. Therefore they 

would not be recoverable costs under Rider PORCB." (ICC Staff Ex. 7.0, 14:290-

294.) She continues further that "Staff has not been provided the opportunity to 

examine the basis for the allocation, nor has the Commission made any findings as 
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to the appropriateness of the allocations." (Id., 14:295 - 297.) Do you agree that 

further review and analysis are necessary? 

I agree that the allocation of these costs should be fully vetted and understood by all 

parties, and it appears that additional time is needed for review. 

Do you agree with Ms. Ebrey's recommendation to address this matter? 

No. Ms. Ebrey proposes that CornEd provide workpapers and third party invoices no 

later than February 1,2011 (ICC Staff Ex. 7.0, 15:317-319), but it is unclear what sort of 

process or outcome is contemplated by Staff for this informal review. CornEd, on the 

other hand, proposes that the allocation of these costs be determined much earlier in a 

docketed proceeding. 

Please explain. 

In order for CornEd to fully recover its costs associated with the PORCB program, it 

must either recover the costs through Rider PORCB or through base distribution rates. 

CornEd has currently included the costs associated with the PORCB program in its rate 

case revenue requirement (Dkt. No. 10-0467, CornEd Ex. 6.0), and has stated that it will 

remove such costs when the PORCB recovery mechanism is approved by the 

Commission in Docket 10-0138. However, if CornEd removes these costs from its 

revenue requirement in anticipation of recovery through Rider PORCB and some ofthese 

costs allocated to consolidated billing are later deemed to not be recoverable through the 

rider when CornEd files its annual report, then CornEd will not recover these costs in a 

timely manner. 
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Do you have an alternative proposal? 

I propose that the cost allocation issue be reviewed as part of CornEd's current rate case 

(Dkt. No. 10-0467). Given that the case is currently in the initial discovery phase, parties 

would have ample time to detennine which costs should remain in base rates and which 

should be allocated to Rider PORCB. If those costs are detennined to be more 

appropriately recoverable in base distributions rates, appropriate adjustments will be 

made to remove them from Rider PORCB. 

Does this conclude your surrebuttal testimony? 

Yes. 
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