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List of Issues & Major Conclusions 

 

Revenue Requirement 
 Identifies ComEd’s updated revenue requirement.   

 Summarizes why the rebuttal revenue disallowances proposed by Staff, the 
Illinois Attorney General’s office, and the Citizens Utility Board are 
inconsistent with ComEd’s real costs and would leave ComEd unable to 
cover its prudent and reasonable costs. 

 

Customer Impact 

 Confirms that ComEd’s rates are reasonable and the impact of its proposed 
rate increase on customers is small.  ComEd’s rates are lower than in 
comparable areas and its rates have increased at a pace less than inflation.  In 
real terms, ComEd’s rates have declined over the last decade. 

 

Surrebuttal Overview 

 Introduces other witnesses who are submitting rebuttal testimony on behalf 
of ComEd.   
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I. Introduction and Background 1 

A. Identification 2 

Q. What is your name and business address? 3 

A. My name is Michael Guerra.  My business address is 440 S. LaSalle, Suite 3300, 4 

Chicago, Illinois  60605. 5 

Q. Are you the same Michael Guerra as previously submitted direct and rebuttal 6 

testimony on behalf of Commonwealth Edison Company (“ComEd”) in this Docket? 7 

A. Yes, I am.   8 

B. Summary of Surrebuttal Testimony 9 

Q. What are the primary subjects of your surrebuttal testimony? 10 

A. I review the updated revenue requirement recommendations of Staff and AG/CUB1 and 11 

how they relate to ComEd’s actual cost of service.  As with earlier rounds of testimony, I 12 

introduce the other witnesses who are also submitting non-rate design surrebuttal 13 

testimony on behalf of ComEd. 14 

Q. What conclusions do you reach? 15 

A. Staff took note of new facts and evidence and has adjusted its recommended revenue 16 

requirement in several important respects.  However, Staff’s proposed revenue increase 17 

of $116.2 million still remains more than $210 million below ComEd’s actual cost of 18 

service, and is well below the revenues level required for ComEd in 2011 to continue to 19 

operate as it has.  If Staff’s recommendation were to be accepted, ComEd would face an 20 

immediate and critically serious revenue deficiency that would have to be closed.   21 

                                                 
1  The Illinois Attorney General’s Office (“AG”) and Citizens Utility Board (“CUB”). 
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The AG and CUB completely ignore the overwhelming evidence of ComEd’s 22 

rising costs and continue to argue for a revenue decrease.  Their wholly unrealistic 23 

recommendation would leave ComEd’s unable to recover nearly $400 million of its 24 

actual costs each year – more than $1 million each and every day.  Companies, 25 

particularly those with huge demands for new investment like that which ComEd faces, 26 

simply cannot function with cash deficits of this magnitude -- more than a third of 27 

ComEd’s total cash operating expenses1 -- without significant harm to its operations, its 28 

customers, and its employees. 29 

Q. Did any witness address the consequences to ComEd and the region if their 30 

respective adjustments were accepted? 31 

A. They do not appear to.  I saw no discussion in the rebuttal testimonies of the importance 32 

of system modernization to customers or how utilities across the country are being 33 

required to ramp up investment.  As I discussed in my rebuttal testimony, the 34 

disallowances proposed in this case seem largely to be geared towards the very short term 35 

goal of limiting revenue requirement at any cost with little or no consideration for the 36 

future direction of utility investment, the benefits of that investment, or the long-term 37 

needs of the region. 38 

II. ComEd’s Revenue Requirement and the Inadequate Alternatives 39 

Q. What is ComEd’s Illinois jurisdictional distribution revenue requirement? 40 

A. ComEd’s revenue requirement is $2,267 million, based on the evidence submitted in this 41 

proceeding and adjusted to take into account disallowances accepted by ComEd – 42 

                                                 
1 Per ComEd’s rebuttal Schedule C-1, ComEd’s operating expense, excluding depreciation and 

amortization, are $1,048.6 million.  
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whether by agreement or simply in order to narrow issues – and changes in the law.  This 43 

corresponds to a required revenue increase of $329.1 million.  The calculation of 44 

ComEd’s revenue requirement, and the adjustments made to ComEd’s prior calculations, 45 

are found in more detail in the surrebuttal testimonies of Ms. Houtsma and Mr. Fruehe 46 

(ComEd Exs. 55.0 and 56.0, respectively). 47 

Q. How does Staff’s rebuttal proposal compare to ComEd’s revenue requirement? 48 

A. Staff’s rebuttal testimony proposes a revenue increase of $116.2 million and a revenue 49 

requirement of $2,059 million.  This reflects recognition by Staff that ComEd incurred 50 

increased real and recoverable costs of service in several areas not reflected in their 51 

original recommendation, such as costs relating to pension contributions and incentive 52 

compensation tied to operational metrics.  However, Staff still proposes to allow ComEd 53 

to recover only a portion of those prudent and reasonable costs.   54 

Staff also proposes to recognize a rate base that includes distribution investments 55 

(net of accumulated depreciation and deferred taxes on gross plant) made through 56 

December 31, 2010.  However, apart from a few select categories of investments, Staff 57 

continues to calculate rate base as if investment came to an abrupt and absolute halt on 58 

New Year’s Day 2011.  This is not reasonable.  ComEd has provided a tremendous 59 

volume of evidence to Staff substantiating the plant investments that will occur through 60 

June 2011.  Very little of it is acknowledged or discussed by Staff.  Moreover, the fact 61 

that ComEd must undertake the core work included in blanket projects in order to provide 62 

basic utility service in 2011 is simply ignored.  In addition, Staff witness Tolsdorf also 63 

proposes that core costs of the AMI Pilot specifically approved by the Commission and 64 
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covered by the recently approved “Bridge Tariff” nonetheless be disallowed supposedly 65 

because it is not “known and measurable.” 66 

Against this background, Staff witness Stutsman, in urging the Commission to 67 

order ComEd to make even greater investments, tells ComEd that there is “little doubt” 68 

that the costs of Commission-sanctioned investments will be recovered.2  This is hard to 69 

accept when Staff as a whole recommends that over $210 million of ComEd’s costs of 70 

service should go unrecovered.  The bottom line is that Staff’s proposed revenue 71 

requirement recognizes considerably less than 40% of ComEd’s increased costs.  That is 72 

not a fair or sustainable result. 73 

Q. How does ComEd’s revenue requirement compare to the most recent revenue 74 

requirement proposed by AG/CUB? 75 

A. AG and CUB persist in their untenable position that ComEd’s delivery rates should be 76 

cut.  Despite the reality of rising costs, they propose a revenue requirement that assumes 77 

ComEd’s distribution costs are, by their calculation, more than $40 million less than they 78 

were in the adjusted 2006 test year used in ComEd’s last rate case.3  AG/CUB do not 79 

explain how this can be actually true, given that ComEd has invested more, faces rising 80 

prices for supplies its uses, pays higher wages, and has experienced huge increases in 81 

pension and other retiree and benefit costs that are beyond its control.   82 

Instead AG/CUB rely on a fictional construct built from disallowances the 83 

Commission has already rejected, inconsistent “adjustments”, credits for non-84 

jurisdictional assets, and a far below-market rate of return, topped off by dismissing 85 

                                                 
2 Stutsman Reb., Staff Ex. 24.0; 3:56 – 4:60 and 16:293-94. 
3 AG-CUB Ex. 7.1, Sched. A, p. 1. 
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whole categories of costs ComEd is entitled to recover.  This construct bears no 86 

relationship to ComEd’s actual prudent and reasonable costs or the funds necessary to 87 

continue to provide service to customers.   88 

Q. What are the consequences to ComEd, its employees, and customers of rates that 89 

fail to recover ComEd’s costs by such a magnitude? 90 

A. ComEd cannot operate without recovering its costs.  Nor will – or should – investors fund 91 

operations that cannot recover their costs, including their capital costs.  The consequence 92 

of rates that do not fund the real costs of the business is that the business will be able to 93 

do less as it shrinks to match the revenues it is allowed.  This is not in the customers’ 94 

interest.   95 

Q. Will giving ComEd the revenues it requires unfairly harm customers? 96 

A. No, just the opposite.  Despite the protests about the modest increase ComEd seeks, the 97 

Commission should keep in mind that, even with the full increase requested, ComEd has 98 

controlled its costs well.  Over time, ComEd’s customers’ bills have risen far less than 99 

inflation.  In real dollars, electric service is significantly cheaper than it was a decade ago, 100 

even as service quality has risen markedly.  Compared to other necessities of life, electric 101 

delivery service is, and will remain, an excellent value for customers.  Those protesting 102 

our increased costs also continue to ignore that the net effect on residential customers’ 103 

total bills, even if ComEd’s entire original request were allowed, would be about $3 per 104 

month and that if a typical residential customer were just to take advantage of efficiency 105 

programs already offered by ComEd to lower their bills, that increase could be more than 106 

eliminated. 107 
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ComEd deserves to recover its real prudent and reasonable costs, not to have 108 

those costs artificially ignored in a misguided and counter-productive attempt to hold 109 

down charges.  ComEd has managed its system well, and its costs are reasonable.  But 110 

those are not the only reasons why ComEd deserves to recover its costs.  Illinois’ 111 

customers need a strong utility that is capable of making increasing investments and 112 

keeping pace with other utilities serving world-class cities in modernizing the electric 113 

grid  A strong utility not only can improves customers’ service and help them take best 114 

advantage of new technologies like electric vehicles, but also can help make Illinois a 115 

more attractive place to bring jobs.  The Commission should – and, as a matter of 116 

principle and law, must – allow ComEd the opportunity to recover its real costs of 117 

service.   118 

III. Summary of ComEd Surrebuttal Testimony 119 

Q. Who are the witnesses presenting surrebuttal testimony in support of ComEd’s 120 

tariff filing and what are the main topics that each witness addresses?  121 

A. In addition to me, the following witnesses provide rebuttal testimony: 122 

 Philip R. O’Connor, Ph.D. (ComEd Ex. 53.0) responds to Staff, AG-CUB, and 123 

revenue proposals.  He testifies that regulation in the public interest depends in 124 

great part on allowing the utility’s actual prudent and reasonable costs to be 125 

recovered, and that the Commission should take a realistic view of utility costs.  126 

Disallowing costs in order to minimize rates in the short-run is the wrong policy. 127 

 Joseph R. Trpik, Jr., CPA (ComEd Ex. 54.0), responds to the rebuttal proposals 128 

of Staff for an inadequate revenue increase to recover our rising costs, and of 129 

AG/CUB for a more than $40 million dollar decrease.  Mr. Trpik explains that 130 
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these proposals are inconsistent with the goals the Commission should support – 131 

maintaining ComEd’s financial strength so that it can make the significant capital 132 

and operating expenditures required to provide reliable and safe operations at a 133 

time when economic conditions and energy efficiency efforts have resulted in 134 

lower load and revenue grow.   135 

 Kathryn Houtsma, CPA, (ComEd Ex. 55.0) describes the revisions to ComEd’s 136 

revenue requirement to reflect:  (1) new federal tax law impacting pro forma plant 137 

additions; (2) updated data on pro forma plant additions; and (3) updated plans 138 

regarding spending on AMI.  In addition, Ms. Houtsma responds to the remaining 139 

arguments by Staff and Intervenors regarding proposed adjustments relating to 140 

pension fund contributions, the taxation of subsidies for retiree prescription drug 141 

benefits and annual pension expense, explaining why these adjustments are 142 

inappropriate and should be disregarded.  She also explains why various other 143 

adjustments to the rate base and operating expense, including accumulated 144 

provisions for depreciation, customer deposits, proposed changes to the treatment 145 

of repairs, inventories for materials and supplies, severance expense, and 146 

depreciation of intangible plant, are inappropriate and should be rejected. 147 

 Martin G. Fruehe (ComEd Ex. 56.0) testifies that ComEd’s operating expenses 148 

are appropriately calculated, including those related to wages and salaries, 149 

charitable contributions, legal expenses, professional sporting activities, the 150 

Illinois Electric Distribution Tax, rate case expenses and directors fees.  Mr. 151 

Fruehe also explains that ComEd’s operating revenue adjustment likewise are 152 

appropriately calculated, including those regarding the new business revenue 153 
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credit and late payment charges.  He further testifies that ComEd’s cost of short 154 

term debt is appropriately calculated, the AMI pilot program operating expenses 155 

to be incurred through the conclusions of this proceeding are properly included in 156 

the revenue requirement, and ComEd’s proposal to include certain costs 157 

associated with the PORCB program are calculated correctly.  158 

 Nagendra Subbakrishna (ComEd Ex. 57.0) addresses the narrowed differences 159 

between ComEd’s cash working capital calculation and that of Staff witness 160 

Pearce.  Mr. Subbakrishna also refutes the renewed claims of AG-CUB witness. 161 

Brosch that ComEd’s lead/lag study, which is consistent with the studies 162 

approved by the Commission in other recent rate cases, somehow is unreliable 163 

and therefore ComEd should be denied all cash working capital.   164 

 Terence Donnelly (ComEd Ex. 58.0), testifies that investments reflected in the 165 

pro forma plant additions adjustment should be included in rate base without 166 

adjustment or disallowance. He explains that ComEd’s pro forma additions are 167 

not based on budgets or “checkbook” processes, as Ms. Ebrey claims, but on 168 

engineering evaluations of specific investments. The fact that ComEd adapts to 169 

emergent needs indicates no flaw in ComEd’s work scheduling process and no 170 

uncertainty in its overall work schedule.  Mr. Donnelly also explains that 171 

incentive metrics tied to cost savings and successful performance of focused 172 

operational initiatives are recoverable under the Commission’s established 173 

standards. 174 

 Robert W. Donahue (ComEd Ex. 59.0) addresses the significant disallowances 175 

of certain pro forma investments in the first and second quarters of 2011 by Staff 176 
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witness Ms. Ebrey, and the complete disallowance of all pro forma investments in 177 

the second quarter of 2011 by CUB/AG witness Mr. Effron.  Mr. Donohue 178 

explains how ComEd has demonstrated that its pro forma investments are known, 179 

measurable, and reasonably certain to occur by June 30 2011.  Mr. Donohue also 180 

identifies and reviews in detail many of the larger ITNs (over $500,000) that 181 

would be disallowed by Staff.   182 

 Michael McMahan, P.E. (ComEd Ex. 60.0), responds to the proposed 183 

disallowance of assets related to the replacement of a West Loop 138 kV 184 

underground line and rebuts, from an engineering perspective, Staff’s proposals to 185 

order ComEd the undertake the Urban Underground Facilities Reinvestment 186 

(“UUFR”) program proposed in its Alternative Regulation docket and to order 187 

ComEd to take over ownership of certain non-standard facilities now owned by 188 

residential customers.   189 

 Fidel Marquez, P.E. (ComEd Ex. 61.0), responds to testimony regarding the 190 

costs of ComEd’s purchase of receivables with consolidated billing (“PORCB”) 191 

project, testimony regarding AMI Pilot operating expenses, and testimony 192 

regarding certain aspects of customer service including meter seals, meter 193 

reading, estimated bills, and customer name changes. 194 

 Professor Samuel Hadaway (ComEd Ex. 62.0) responds to the return on equity 195 

rebuttal testimony of Staff witness Michael McNally, IIEC witness Michael P. 196 

Gorman, and CUB witness Christopher C. Thomas, demonstrating that their 197 

recommendations are not consistent with the ongoing effects of the recent 198 
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financial turmoil or the continuing high cost of equity for electric utilities like 199 

ComEd.   200 

 Hon. Steven M. Fetter (ComEd Ex. 63.0) former Chairman of the Michigan 201 

Public Service Commission and former Managing Director of the Global Power 202 

Group at Fitch, Inc., a leading credit rating agency, responds to the rebuttal 203 

testimony of IIEC witness Michael P. Gorman, explaining that Mr. Gorman's 204 

proposed 9.6% return on equity for ComEd is inconsistent not only with current 205 

prevailing national ROE levels, but also with ROE norms during the past twenty 206 

years.   207 

 Hon. Susan Tierney, Ph.D. (ComEd Ex. 64.0) addresses the Rebuttal Testimony 208 

of Staff witness David Brightwell on ComEd’s proposed 40 basis point adder to 209 

its return on equity.  She testifies that Dr. Brightwell fails to address the central 210 

purpose of the adder, which is to provide a measure of protection to ComEd’s 211 

financial health as ComEd pursues the State of Illinois’ aggressive energy 212 

efficiency goals.  She also shows that, contrary to Dr. Brightwell’s position, the 213 

adder is consistent with traditional ratemaking goals and principles, and will 214 

mitigate, not worsen, any conflict between ComEd and its customers over the 215 

pursuit of efficiency.  216 

 Ross C. Hemphill, Ph.D. (ComEd Ex. 65.0) explains why suggestions that the 217 

Commission order ComEd to implement the UUFR program without providing 218 

for its considerable additional costs would be bad policy and likely 219 

counterproductive.  Dr. Hemphill confirms the status of ComEd’s work to address 220 

retail electric suppliers’ concerns, and responds to other business process issues 221 
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that continue to be unrelated to the tariffs that ComEd filed in this proceeding.  222 

Finally, Dr. Hemphill briefly addresses the importance of recovering reasonable 223 

and prudent costs of the Commission-approved AMI Pilot in this case insofar as 224 

permitted by ComEd’s “Bridge Tariff.” 225 

 Stephen L. Lesniak, P.E. (ComEd Ex. 66.0) reiterates that ComEd follows 226 

appropriate and reasonable practices in regard to several operational issues raised 227 

by Illinois Competitive Energy Association (“ICEA”) witness David I. Fein.  He 228 

also testifies that ComEd believes that those issues have either been resolved or 229 

that ComEd and ICEA have agreed to explore resolution of the issues further. 230 

 Mike Born, P.E. (ComEd Ex. 67.0) provides updated Distribution System Loss 231 

Studies that reflect recommendations from Staff, the U.S. Department of Energy, 232 

and the Illinois Industrial Energy Consumers.  Mr. Born also addresses issues 233 

raised by Staff and CTA/Metra concerning ComEd’s use of railroad electric 234 

facilities.  235 

 Lawrence Alongi (ComEd Ex. 68.0) addresses arguments regarding Residential 236 

Service Stations, ComEd’s Interval Data Fee, and ComEd’s use of railroad 237 

electric facilities.  He addresses Staff’s recommendation to file state jurisdictional 238 

tariffs to reflect updates of the distribution loss factors.  Finally, Mr. Alongi 239 

identifies uncontested issues regarding ComEd’s General Terms and Conditions 240 

and Rider UF.  241 

 Geoffrey J. D. Hewings, Ph.D. (ComEd Ex. 69.0), Director, Regional 242 

Economics Applications laboratory of the University of Illinois, responds to the 243 

rebuttal testimony of AG witness Roger Colton concerning the effect of ComEd’s 244 
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rates and the investments and activities that those rates fund on ComEd and its 245 

customers.   246 

 Dr. Juan Andrade, Jr. (ComEd Ex. 70.0), President, United States Hispanic 247 

League, also responds to the rebuttal testimony of AG witness Colton, and in 248 

particular rebuts his recommendation that Exelon Corporation fund certain 249 

programs ComEd proposes to offer through its alternative regulation plan, 250 

pointing out the valuable contributions that Exelon and ComEd make to 251 

community based organizations and underserved members of ComEd’s 252 

community. 253 

Q. Does this complete your surrebuttal testimony? 254 

A. Yes.  255 


