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REQUEST NO. AG 14.15: 
 
Ref: ComEd Exhibit 31.0, Subbakrishna Rebuttal, lines 440-444 (Severance Cost 
Amortizations).   According to the referenced Rebuttal, “…severance costs were paid out to 
employees in 2004 and, pursuant to the Commission’s Orders in ICC Docket Nos. 05-0597 and 
07-0566, the costs that were paid out then are being amortized or recovered over time (7.5 years) 
from customers. Thus, severance costs have a Revenue Lag time ascribed to them with a zero 
Expense Lead time on Schedule B-8.”  Please respond to the following: 
 
a. Does Mr. Subbakrishna believe that the severance cost amounts that are being amortized 

represent ongoing periodic cash payments, or were they discrete payments made in past 
periods? 

 
b. Did Mr. Subbakrishna conduct any studies of the timing of cash payments made by 

ComEd with regard to severance costs as part of his work in preparing the lead lag study 
for ComEd? 

 
c. If the response to part (b) is affirmative, please provide copies of the workpapers, 

analyses, reports and other documents associated with such work. 
 
d. What is the basis for the inclusion of a zero expense lead and zero percent cash working 

capital factor in column G of Schedule B-8, page 1, for the Employee Benefits-Amort. of 
Severance Asset amounts at line 11? 

 
e. For what reasons does Mr. Subbakrishna subtract Depreciation and Amortization 

expenses from the revenues receiving the revenue lag factor, at line 4 of Schedule B-8, 
page 1, as summarized in Schedule C-1 at line 13? 

 
f. State with specificity each reason why amortization expenses are properly removed 

(along with depreciation) at line 4 of Schedule B-8, but amortization of severance 
expenses (at line 11) should not be similarly treated.  

 
RESPONSE: 
 
a. Mr. Subbakrishna has been informed by ComEd witnesses Houtsma and Fruehe that the 

severance cost amounts that are being amortized were paid out to employees in 2004.  In 
that sense, the severance cost amount represents a cash “pre-payment”. 
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b. No.  Since cash payments on accounts of severance were made by ComEd in 2004, there 

is no expense lead time associated with such payments in 2009.  To be conservative in its 
estimate of cash working capital requirements, ComEd has assumed a zero expense lead 
time when in fact, the lead time for such payments should be in excess of a negative 
2,000 days (i.e., the time when cash was paid out compared with when recovery of such 
cash payments are occurring). 

 
c. N/A 
 
d. See ComEd’s response to subpart (b). 
 
e. Depreciation and Amortization expenses are deducted from revenues as shown on 

Schedule B-8 because there are no cash payments or receipts on a day to day basis 
associated with such expenses.1  Note that this is separate and distinct from a regulatory 
asset such as severance costs which has been “pre-paid” in cash and is being recovered 
over a period of time without corresponding rate base treatment for the unrecovered 
costs. 

 
f. See ComEd’s response to subparts (a), (b), and (e). 

                                                 
1 This deduction of Depreciation and Amortization expenses from Revenues is consistent with that shown in the 
Commission Orders of the Peoples Gas, North Shore Gas, Nicor, and Ameren Illinois Utilities cases.  See 
Appendices to Commission Orders in Dockets 09-0166/0167 (cons), 08-0363, and 09-0306/0311 (cons). 
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