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Introduction and Purpose 

What is your name and for whom do you work? 

My name is Susan D. Abbott and I am the Principal of Susan Abbott Consulting, LLC. I 

am an independent consultant to companies in the regulated water, gas and electric 

utilities sector, providing advice surrounding questions relative to credit ratings, credit 

worthiness, and rating agency relationships. 

What are your qualifications? 

I have worked in the financial services industry focusing primarily on the electric, gas 

and water utilities sectors since 1977. I have worked as an institutional investor, a rating 

agency analyst and Managing Director, and most recently as an investment banker. The 

vast majority of my career, however, was spent at Moody's Investors Service 

("Moody's"), one of the three principal U.S. based global rating agencies. For a total of 

13 of the 20 years I was employed by Moody's, I was either a member, or the Managing 

Director of the Power and Project Finance Group, and was responsible for ratings of 

electric utility, electric and gas combination utility, water utility, and project finance 

ratings. Since leaving Moody's, I have been involved in rating agency advisory work 

with clients, chaired many rating agency panels for the jointly sponsored "Dialogue with 

Wall Street," (produced by Edison Electric Institute ("EEl")), and Gee Strategies, the 

consulting firm formed by Robert Gee, a former Assistant Secretary at the Department of 

Energy, a former Commissioner with the Texas Railroad Commission, and a former staff 

attorney at the Federal Energy Regulatory Commission), which is a forum for discussion 

between financial market participants and regulators. 
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23 I have a Bachelor's Degree in Literature from Syracuse University, and an 

24 M.B.A. in Finance from The University of Connecticut. I sit on the Board of Directors of 

25 the Student Managed Funds for the University of Connecticut, and am a member of the 

26 UConn Business School Hall of Fame. I have lectured at The Business School of the 

27 University of Connecticut, and Wharton Business School at the University of 

28 Pennsylvania, and was a faculty member at the University of Idaho's Public Utility 

29 Executive Course for 10 years. My CV is attached as CornEd Ex 9.1. 

30 I have testified in a number of rate proceedings. A list of testimony is provided in 

31 CornEd Ex. 9.2. 

32 Q. What is the purpose of your testimony? 

33 A. I am replying to concerns raised by the testimony of Rochelle Phipps of the Staff of the 

34 Illinois Commerce Commission ("Staff') and Mr. Christopher C. Thomas of the Citizens 

35 Utility Board ("CUB"). In Ms. Phipps' case, I am addressing in particular her 

36 recommendation that a lower return on equity than that generally authorized for 

37 Commonwealth Edison Company ("CornEd") be applied to the Purchase of Receivables 

38 with Consolidated Billing ("PORCB") program. I merely acknowledge that Mr. Thomas 

39 has submitted testimony in support of that point of view. Additionally, I briefly address 

40 the implications of the testimony of Staff witness Ms. Theresa Ebrey in which she 

41 questions CornEd's ability to recover certain costs and deferred expenses related to the 

42 implementation ofPORCB, calling into question CornEd's ability to earn whatever return 

43 is allowed before the program even starts. 
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Please summarize your testimony. 

Ms. Phipps' recommendation that a return on equity related to the PORCH program be 

the mid-point between the yield on AAA utility transition bonds and CornEd allowed 

return on equity indicates a lack of understanding of the risks investors will perceive and 

be concerned about. To equate AAA-rated utility transition bonds with the cost recovery 

incidental to the PORCH program shows a misunderstanding of why transition bonds are 

rated AAA and how the risks investors will evaluate in the PORCH program materially 

differ from those of transition bonds. Ms. Phipps also mistakenly equates the 

"assuredness" of recovery of costs of the PORCH program with the security of the flow 

of funds servicing the transition bonds. 

In brief, what is your conclusion? 

CornEd has taken on a new risk through the PORCH program. While Ms. Phipps and 

Mr. Thomas argue that there are adjustments that neutralize the risk of the program, it is 

important to point out that the investing community does not necessarily ascribe an 

absence of risk, or even a lowering of risk, to assets subject to adjustment clauses. 

Investors generally perceive that the relationship between these mechanisms and return 

on equity is a complicated one that requires the evaluation of the specifics of the 

mechanism in question. Ms. Phipps' general assumption that the adjustment clause 

associated with the PORCH program neutralizes risk is overreaching and overly 

simplistic. Ms. Ebrey's challenge to costs that are reasonable and rational before the 

program even starts further emphasizes my point that regulatory risk is real and present in 

this situation, and that CornEd should be entitled to its generally allowed return on equity 
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to reflect this real and present risk that IS clearly demonstrated by Staff sown 

recommendations. 

Response to Ms. Phipps' Testimony Relative to Risk and Return on Equity 

Can you explain why Ms. Phipps' assumption is overreaching? 

Yes. First, Ms. Phipps actually makes a very important point that highlights the 

unwarranted nature of her assumption, without acknowledging it. On page 9, lines 175 

through 177 of her Rebuttal Testimony, Ms. Phipps makes the statement that "there is 

virtually no risk that CornEd will recover less than 100% of the prudent costs it incurs to 

implement the PORCB program." (ICC Staff Ex. 8.0, 9: 175-177 (emphasis added).) Ms. 

Phipps leaves the impression that CornEd is at no risk whatsoever of having costs denied. 

However, when an investor sees that a prudency review of any costs is contemplated, he 

or she assumes that some of those costs are at risk of disallowance. That is not any 

different from the assumptions investors make about all other utility costs that are dealt 

with in the course of traditional ratemaking activity. Each and every one of them is 

subject to review by the Illinois Commerce Commission ("Commission" or "ICC"), and 

therefore subject to non-recovery. 

A whole spectrum of costs associated with the PORCB program, from the 

discount rate to uncollected receivables, is subject to approval by the ICC. Even though 

there are provisions that eventually "true up" CornEd's various costs under PORCB, the 

ICC still has to approve those costs. The ICC is ranked a "Below Average 2" by 

Regulatory Research Associates, the regulatory framework in Illinois is rated Ba by 

Moody's, and cost recovery provisions rated Baa by Moody's. These assessments 
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indicate that regulatory risk is fairly high in Illinois, and therefore investors are going to 

be more cautious of investments in Illinois utilities than they would be for a utility in a 

jurisdiction with a better ranking. 

In addition, the very fact that the PORCB program is being instituted to encourage 

switching by retail customers adds an additional dimension to the uncertainty inherent in 

the utility business. As Mr. Fruehe points out in his Rebuttal Testimony (CornEd Ex. 

5.0), there are serious uncertainties about how the program will work out. There is risk 

that customers will not be convinced to switch and that the costs CornEd incurs will not 

be recovered for a number of years. Furthermore, the program may change dramatically 

as a result of unexpected outcomes of introducing it. As a result of these factors (and 

possibly others as well) - - none of which Ms. Phipps has considered - - it is my opinion 

that investors will not view the risk of the PORCB program as being much different from 

the risks ofthe traditional utility business. 

Why isn't PORCB like utility transition bonds? 

Utility transition bonds were created in order to protect utilities in states that were 

transitioning to a competitive model from financial ruin. They were constructed in order 

to meet the requirements for a AAA rating. Those requirements are quite strict and were 

fashioned in order that investors would be comfortable that there was infinitesimal risk 

that principal and interest would not be paid on time and in the precise amounts expected. 
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What provisions ofthe transition bonds accomplish that? 

Transition bonds are first and foremost designed to provide a guaranteed stream of 

revenues that is separate and apart from the revenues of the utility. This is a critical 

feature that investors look for when examining the opportunity to invest in transition 

bonds. That guarantee required an irrevocable pledge by the state involved that funds 

would be recovered as expected and that the terms and conditions of the bonds would not 

be changed in any way. PORCB not only does not have these features, there are 

expectations that the program will change over time as more experience with it is gained. 

Are there other issues with Ms. Phipps' explanation of the similarities between 

transition bonds and PORCD that you disagree with? 

Yes. On page 2, lines 43 through 44, Ms. Phipps states that "items 4 and 5 do not affect 

the riskiness of recovery of the cost of the underlying costs." (ICC Staff Ex. 8.0, 2:43-

44.) She is referring to Mr. Fruehe's recitation of the 5 conditions that made transition 

bonds eligible for a AAA rating. Items 4 and 5 to which she refers relate to the 

segregation of funds and the bankruptcy remote trust that would protect that stream of 

revenues from the consequences of a bankruptcy of the utility to which they were 

formerly attached. Both of these provisions are critical to AAA ratings of the transition 

bonds. While they may not strictly affect "cost recovery" per se, they are critical to the 

AAA rating, and therefore lower cost, of transition bonds. The segregation of funds 

assures investors that funds flowing from the transition charge will not be comingled 

with, and therefore potentially misappropriated by, the utility. The bankruptcy-remote 

status of the trust ensures that should the utility declare bankruptcy, the flow of funds 
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from the transition charge would continue to flow to the benefit of the transition 

bondholders and not creditors of the utility. To dismiss these two provisions, without 

which no transition bonds would have attained a AAA rating, as seemingly irrelevant 

indicates a lack of understanding of the structure of the transition bonds and why that 

structure is critical to investors. The PORCB program does not have these provisions. 

While I am not a lawyer, most investors aren't either. However, my 35 years of 

experience do not lead me to read the statute implementing the PORCB program as 

forming an irrevocable pledge for the recovery of assets, segregation of funds, or a 

bankruptcy remote trust structure that protects investors from the bankruptcy of the 

utility. 

Please state your conclusion. 

Generally, before an investor will conclude that a cost recovery mechanism like that 

incidental to the PORCB program will reduce the risk of cost recovery, the specifics of 

the program need to be analyzed and evaluated. In reaching her conclusion that the 

PORCB cost recovery mechanism will so reduce CornEd's risks that a vastly lower return 

on equity is appropriate for PORCB investments, Ms. Phipps has failed to address or 

identify, much less consider, those specifics. As a result, she has not established any 

credible basis upon which the Commission can conclude that return on the investments in 

the PORCB program should be any different from CornEd's overall return. My own 

independent analysis of the specific risks I have identified leads to that same conclusion. 
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Response to Ms. Ebrey's Testimony 

What concerns do you have about Ms. Ebrey's testimony? 

Ms. Ebrey's testimony challenges or contemplates re-categorization of a number of costs 

CornEd has identified. In doing so, she is demonstrating why my concerns about the 

level of risk inherent in this program, despite the adjustment clauses, is justified. 

Please explain. 

For instance, Ms. Ebrey recommends that language be deleted from the proposed tariff 

that permits recovery of costs related to operation of employee training and procedures, 

operating and maintenance, and communication and education. While I am not familiar 

with the intricacies of the specific costs recited by Ms. Ebrey, they appear to be 

straightforward costs that any prudent utility would expend to make a new program 

efficient and successful. To recommend that language be deleted from the tariff that 

provides for the recovery of costs CornEd must spend to implement the program creates 

exactly the kind of risk levels inherent in traditional ratemaking activities which require a 

return on equity similar to that generally allowed CornEd. 

Other examples of risk introduced by Ms. Ebrey include her challenge to 

CornEd's ability to recover $2.5 million of deferred expenses related to the PORCS 

project and speculation regarding whether all of the costs CornEd has identified are 

properly recoverable through the Rider PORCS, which she does not propose to resolve in 

this docket. 
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What is your conclusion relative to Ms. Ebrey's testimony? 

Ms. Ebrey has demonstrated exactly what I am concerned about, and why CornEd should 

be allowed a similar return on equity for the PORCH program as they are allowed for 

their general return on equity. The risk of disallowance is very real, as demonstrated by 

Ms. Ebrey's recommendations. CornEd is being given the opportunity but not a 

174 guarantee to earn the allowed return on the PORCB program. Therefore, the return on 

175 equity allowed should reflect that risk and be set at a level similar to the generally 

176 allowed return on equity for CornEd. 

177 Q. Does that conclude your surrebuttal testimony? 

178 A. Yes. 
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143 Imperial Avenue, Westport, CT 06880' 203-557-0766 (business)· 203-226-8081 (home) 
susandabbott@yahoo.com 

Highly experienced financial professional with excellent oral and written communication skills, 
interpersonal relationship strengths, project and people management capabilities, analytical mind-set, 
and an aptitude for creative problem-solving. Internationally experienced, and a good team player that 
relishes the richness of group efforts, and is flexible enough to apply skills in a variety of ways to meet 
objectives. Highly experienced in dealing with institutional investors on analytical issues, as well as 
company management on strategic and financial issues. Desirous of position within a team environment 
that will utilize best developed skills to mutual benefit. 

PROFESSIONAL EXPERIENCE 

SUSAN ABBOTT CONSULTING, LLC 
PRINCIPAL 

2009 to present 

Act as part of the strategic team providing advice, strategic options, and written and oral testimony relative to 
regulatory issues ranging from base rate cases to issues pertaining to independent power operations. 

NEW HARBOR, INC. 
MANAGING DIRECTOR 

2003 to 2009 

Source and execute strategic business assignments including strategic advisory, private placement financing, 
mergers and acquisitions and expert witness testimony. 

MOODY'S INVESTORS SERVICE, INC. 
MANAGING DIRECTOR, PROJECT AND INFRASTRUCTURE FINANCE 2001-2002 
Managed a staff of 9 analysts specializing in project and infrastructure finance including toll roads, power projects, 
oil and gas projects and airports. 

MANAGING DIRECTOR, POWER GROUP 1992-2001 
Managed a group of 15 analysts and support staff generating $20 million in rating revenues. Interfaced heavily with 
public finance efforts including public power and infrastructure ratings. Conceived and produced first ever Issuer 
Briefing which was then required of every Managing Director at Moody's. 

VICE PRESIDENT, ASSOCIATE DIRECTOR, INTERNATIONAL GROUP (LONDON & NEW YORK) 1990-1992 
Responsible for marketing, administration, human resources, intermediary relationships and ratings backup for 
London office that was at the time limited to 15 people. Today's Moody's London office employs hundreds of 
analysts and support staff and generates several hundreds of millions of dollars in revenues. 

VICE PRESIDENT, CORPORATE DEPARTMENT 1988-1990 
Leading a staff of 9, was responsible for corporate functions such as publishing, billing, statistics, strategy, ex
patriot deployment and human resource management. 

ASSOCIATE DIRECTOR, FINANCIAL INSTITUTIONS GROUP 1986-1988 
Managed a group of bank and insurance company analysts. Started the insurance company rating effort and 
successfully rated 10 insurance companies which started paying for their ratings within 2 years. 

ASSOCIATE DIRECTOR, BASIC INDUSTRIES, CORPORATE FINANCE 1985-1986 
Managed analysts following basic industrial concerns such as wood and paper, real estate, chemicals, and 
pharmaceuticals. Designed and led the first ever Investor Briefing which is currently Moody's major public forum 
for communicating with investors. 

Senior Analyst, Electric Utilities Group 1982-1985 
Followed electric and gas utilities in the Western half of the United States. Designed and wrote the first 
Global Credit Report (OCR) ever published. The OCR service currently generates $260 million per year. 

AETNA LIFE AND CASUALTY CO, 
Senior Analyst, Private Placements 1977-1982 
Responsible for analyzing and recommending private and public placement of investment funds primarily in the 
electric, gas and water utility sector, as well as a small portfolio of mid-market industrial companies. 
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MBA, Finance, University of Connecticut BA, English Literature, Syracuse University 

Personal Interests: choral singing, piano, gardening, reading, creative writing, sailing, hiking, travel, 
exercise, cooking. 

SELECTED ACHIEVEMENTS 
Susan Abbott Consulting, LLC 

• Provided advice andlor written and oral testimony to 10 different utilities during 2009. 
• Was instrumental in convincing regulators of importance of credit quality in several cases, resulting in 

positive regulatory outcomes. 
• Made a case in several instances for positive treatment of unique circumstances for several utilities which 

provided significant cash flow andlor favorable outcomes in disputes with other entities. 
• Provided successful services to companies in both the United States and Canada. 
• Received laudatory comments from members of the "opposition" about oral testimony, and caused an 

attorney for an opposing party to declare "I give up" during her cross-examination of me. 

New Harbor Inc. 

• Advised Board of Directors of a company being pursued by three separate potential buyers. Assisted said 
company in selling non-core assets and accomplishing a share buyback program that increased share value 
20% within a week. 

• Retained to secure institutional private placement and bank funding for acquisitions and investment funds. 
Wrote the Infonnation Memoranda, marketed the deals to potential investors using well developed 
understanding of what investors/lenders are concerned about, worked with lawyers to document and close 
the financings. 

• Advised UniSource Energy in leveraged buyout by investor group led by KKR. Responsible for managing 
relationship with financial executives, rating agency presentations, liaison with KKR on financial matters. 

• Retained to review and revise rating agency presentations for other clients, and accompany senior 
management to rating agency presentations. 

• Retained to write andlor give testimony in electric and gas company rate proceedings on s\lbjects ranging 
from the effects of the adoption of staff recommendations on the financial integrity. of the utility to the 
treatment by rating agencies of "off balance sheet" liabilities. Hired repeatedly by clients to work on 
additional cases as a result of a good experience with the first. 

Moody's Investors Service 

• Dramatically improved levels of understanding and trust between issuers and finn. Focused on relationship 
building in order to improve the flow of infonnation needed to detennine proper ratings levels resulting in 
dramatically improved ORC scores that were generally the best in Corporate Finance. 

• Originated concept of issuer conferences and conceived, organized and produced first such conference. 
Continually raised the bar in tenns of content to illuminate and illustrate methodologies and thought 
processes by presenting case studies and mock rating committees. Feedback generally reached "excellent" 
to "very good" in 80%+ of cases, 

• Organized and edited I" "Issuer Newsletter". Provided constituents with easily digested, short fonn 
presentations of longer "think" pieces for investors, chronicling events and activities in Power Group. 

• Made "relationship" visits to important issuers in conjunction with a wider issuer initiative, to discuss views 
of our service. 

• Helped develop analytical and issuer relationship skill base of non-US staff in Power Sector by attending 
non-US issuer meetings with analysts from Hong Kong, Tokyo, Sydney and London offices, making 
presentations to issuers at issuer conferences in London, Madrid, and Sydney and elsewhere outside the U.S. 
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• Increased interactions with issuers, greater clarity in rating rationales, and strategic issuer relationship 
development resulting in both the Power and Project and Infrastructure Finance Groups being singled out by 
issuers and intermediaries as head and shoulders above the competition 

• Improved communications, transparency of process and level of dialogue with investors. Instigated, 
designed and conducted numerous investor oriented programs resulting in a #1 Institutional Investor 
designation in the rating agency category and the best ORC study scores in the Corporate Department. 
Designed, organized, and moderated Moody's first Investor Conference. Continually raised the bar for 
quality and effectiveness of investor briefings and conferences by employing unique techniques to engage 
the audience. 

• Published extensive reports on up to 93 power companies, an annual industry outlook, up to 10 special 
comments on topical issues and methodologies, and originated and produced a Power Sourcebook 
containing write-ups on every rating in the power and power project portfolio. Maintained the best "on
time" publishing performance in Corporate Finance. 

• Invited regularly to make presentations at investor conferences sponsored by others. 

• High-touch approach to strategic investors included clear, focused rating rationales, high degrees of 
personal interaction with analysts, and numerous specialized activities. 

• Developed a strategic plan for the new Project and Infrastructure Finance Group that included a new, "for
fee" research product, and new rating product that would produce not only $2 million in new revenues for 
the Project team, but also incremental revenue for the Structured Finance team. 

• Established relationships with power and infrastructure companies in Chile and Mexico resulting in 8 new 
paid rating relationships in Chile, and the development of an infrastructure rating opportunity in Mexico. 

• Held "off-site" meetings to include non-US as well as US staff members to develop globally coherent 
strategies incorporating experience from all regions. Maintained matrix reporting relationships with non-US 
power analysts in Asia, Europe and Australia .. 

• Outsourced data entry function for Power Group, freeing up substantial time to focus on other activities. 
Negotiated barter arrangement to obtain valuable information that was leveraged by the analysts in their 
research work in exchange for one subscription to the Power Service, which carried no incremental cost to 
the firm. 
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1) California Public Utilities Commission - SCE, rulemaking 01-10-024, November, 
2002 

2) Oklahoma Corporation Commission - OGE - Cause No. PUD200100455, 
September, 2002 

3) Arizona Corporation Commission - TECO Power Services, January 2003 

4) California Public Utilities Commission Application - SCE - No. R. 01-10-024, 
April, 2003 

5) Missouri Public Service Commission - Aquila - Case No. ER-2004-0034 and HR-
2003-0024, February, 2004 

6) Kansas Corporation Commission - Aquila - Docket No. 04-AQLE-I065-RTS, 
November, 2004 

7) Connecticut Department of Public Utility Control- Southern Connecticut Gas -
Docket -5-03-17, April 2005 

8) Oklahoma Corporation Commission - OGE-Cause No. PUD200500151, 
September, 2005 

9) New York State Public Utilities Commission - NYSEG - Case No. 05-E-1222, 
April 2006 

10) Paul Weiss on behalf of Citibank in re Enron Corporation Securities Litigation, 
MDL Docket No. 1446, Civil Action No. H-01-3624, October, 2006 

11) Okalahoma Corporation Commission - PSO - Cause No. 200600285, May 2007 

12) United States District Court, Southern District of New York - Parmalat Securities 
vs Bank of America Corporation - Master Docket 04 MD 1653 (LAK) - July, 
2007 

13) California Public Utilities Commission - The California Water Association, 
November, 2007 

14) Illinois Commerce Commission - Commonwealth Edison - Case 07-0566, 
March, 2008 
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15) California Public Utilities Commission - California Water Service Company, 
(Application 08-05-002), California-American Water Company, (Application 08-
095-003), and Golden State Water Company (Application A.08-05-004) 

16) Vermont Public Utilities Board - Entergy Nuclear Vermont Yankee LLC, and 
Entergy Nuclear Operations, Inc., Docket No. 7404 - June, 2008 

17) California Public Utilities Commission - Southern California Edison Reply Brief 
on Debt Equivalence Issues, July, 2008 

18) Public Service Commission of Wisconsin - Wisconsin Electric as intervener in 
Wisconsin Power & Light Company Docket No. 6680-UR-116, September, 2008 

19) Florida Public Service Commission - Tampa Electric Company, Docket #080317-
EI, January, 2009 

20) Alberta Utilities Commission - AltaLink Management Ltd, Application 
#1587092, Proceeding ID#102, General Tariff Application - April, 2009 

21) Alberta Utilities Commission - AltaLink Management Ltd., Application 
#1578571, proceeding #85, Generic Cost of Capital Proceeding, May 2009 

22) Federal Energy Regulatory Commission - Exelon Corporation, Docket No. 
EC09-32-000 

23) Iowa State Utilities Board - MidAmerican Energy, Docket No. RPU-2009-0003 

24) Wisconsin Public Service Commission - Wisconsin Energy - Case No. 

25) New York State Public Service Commission - NYSEG & RG&E - Case Nos. 09-
E-0715, 09-G-0716, 09-E-0717, 09-G-0718 
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