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Introduction 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Philip Rukosuev. My business address is 527 East Capitol Avenue, 4 

Springfield, Illinois  62701. 5 

 6 

Q. Are you the same Philip Rukosuev who provided direct testimony in this 7 

case? 8 

A. Yes, I am. 9 

 10 

Q. What is the purpose of your rebuttal testimony in this proceeding? 11 

A. The purpose of my rebuttal testimony is to address a set of arguments by 12 

Commonwealth Edison (“ComEd” or the “Company”) witness Ms. Houtsma 13 

defending the Company’s proposed functionalization of General and Intangible 14 

Plant (“G&I Plant”) costs to its distribution function in response to my criticisms. 15 

Specifically, I address Ms. Houtsma’s reliance on alignment with FERC tariffs, 16 

rather than analytical evaluation, to assess the appropriateness of functionalizing 17 

G&I Plant using labor ratios (“allocators”). 18 

 19 

Q.  Please summarize your findings and conclusions. 20 

A.  I find Ms. Houtsma’s arguments to be unpersuasive. As a result, I continue to 21 

recommend that the Commission reject the Company’s proposed changes to the 22 

manner in which it allocates G&I plant to the distribution function. The 23 
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Commission should instead direct the Company to use the same G&I functional 24 

allocation method it approved in the last ComEd rate case, Docket No. 10-0467. 25 

The impact of adopting the Commission-approved approach on ComEd’s 26 

revenue requirement is presented in Staff witness Richard Bridal’s direct 27 

testimony (ICC Staff Ex. 16.0, Schedule 16.03).  28 

 29 

FUNCTIONALIZATION OF G&I PLANT 30 

 31 

Q. Does ComEd witness Houtsma defend the Company’s proposed functional 32 

allocation for General Plant (FERC Accounts 389-399) and Intangible Plant 33 

(FERC Accounts 301-303)? 34 

A. Yes, she makes a number of claims concerning the Company’s versus Staff’s 35 

and Interveners’ methodologies.  36 

 37 

Q. Please discuss Ms. Houtsma’s first claim that you would like to address. 38 

A. In her rebuttal testimony, Ms. Houtsma states:  39 

 It is evident that the Staff and intervenor proposed adjustments are driven 40 

by their proposed changes to Accounts 390 and 394. Their net 41 

adjustments to the remaining General Plant Accounts and the Intangible 42 

Plant Account (and to amortization of lease improvements) are positive 43 

numbers, i.e., they would increase Plant in rate base. (ComEd Ex. 12.0, p. 44 

24) 45 

 46 

Q. Do you agree with this argument? 47 

A. No, I do not. My proposed adjustments are not driven by the results obtained for 48 

any particular account. It is based on the overall adoption for these accounts of 49 

the methodology approved by the Commission in Docket No. 10-0467 and in 50 



Docket No. 11-0721 
ICC Staff Exhibit 21.0 

3 

prior rate cases.  Furthermore, my approach produces changes for more than 51 

two accounts. Applying the previously Commission-approved functionalization 52 

method to the various G&I Plant accounts produces both increases and 53 

decreases, as shown in Table A below.  54 

 55 

Table A
1
 

RATE BASE CHANGE Variance 

  Allocation Of Accumulated Depreciation 

  Account In Service
2
 Reserve

3
 Net 

  
    General Plant Land in Fee 389.0 580,051 - 580,051 

General Plant Structures & Improvements 390.0 18,007,864 (2,388,828) 15,619,036 

General Plant Office Furniture  
& Equipment 391.X - - - 

General Plant Transportation Equipment 392.0 (5,164,667) 2,243,644 (2,921,023) 

General Plant Stores Equipment 393.0 - - - 

General Plant Tools, Shop and  
Garage Equipment 394.0 12,042,804 (4,952,013) 7,090,791 

General Plant Lab Equipment 395.0 564,541 (488,967) 75,574 

General Plant Power Operated Equipment 396.0 422,795 (126,072) 296,723 

General Plant Communications Equipment 397.0 - - - 

General Plant Miscellaneous Equipment 398.0 - - - 

Removal and Salvage Work In Progress 
 

- 
  Intangible Plant 

 
(6,179,683) 4,700,142 (1,479,541) 

Amortization of Lease Improvements 
 

- (1,064,821) (1,064,821) 

  
    Overall Total 
 

20,273,705 (2,076,915) 18,196,790 

 56 

 Granted, the cumulative change of my proposed adjustments is an overall 57 

decrease of $18,196,790 to net plant. However, this decrease is a direct result of 58 

consistently utilizing the Commission’s previously approved method for the 59 

entirety of G&I Plant accounts. 60 

 61 

                                            
1
 Adopted from ComEd’s response to Staff Data Request PR 1.02 SUPP_Attach 1.xls. 

2
 That portion of a utility's plant which is devoted to the operations of the company, without deduction of 

accumulated provision for depreciation and amortization. 
3
 The total depreciation on an asset, and not simply the depreciation that is added each year. 
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Q. Does Ms. Houtsma present further criticisms of your arguments? 62 

A. Yes. She responds to my arguments about the relationship between functional 63 

allocations for distribution and for the transmission formula rate. In reply to my 64 

concerns “that the ICC can neither investigate nor modify FERC-jurisdictional 65 

transmission rates”, she states: 66 

 Moreover, the ICC has available all of its investigative tools under the 67 

Public Utilities Act and its rules, including its general investigative powers 68 

plus the ability to conduct discovery, on this subject.  Moreover, a copy of 69 

ComEd’s Transmission Formula Rate update is provided to the ICC Staff 70 

annually as part of the process. The calculation of the Salaries and Wages 71 

allocator is straightforward and is plainly presented in that filing. (ComEd 72 

Ex. 12.0, p. 26) 73 

 74 

Q. How do you respond? 75 

A. The Commission, and Staff for that matter, has limited means, surely in terms of 76 

time, particularly in this immensely complex Formula Rate proceeding, of 77 

ensuring that the costs between two jurisdictions are neither over-recovered nor 78 

under-recovered, by investigating incomplete data and evidence from another 79 

jurisdiction. While I am not an attorney, it is my understanding that ComEd has 80 

the burden of proof to demonstrate that its proposed jurisdictional allocation of 81 

costs is reasonable. ComEd improperly shifts that burden to Staff and 82 

interveners. For example, in response to AG Data Request 10.01 (c), the 83 

Company states: 84 

There is no question of FERC and the Commission each “establishing its 85 

own policies.” An individual delivery asset or cost is functionalized as 86 

Distribution, Transmission, or some combination thereof. The proper 87 

functionalization does not change depend upon whether the question is 88 

asked in Illinois or Washington, D.C. Should there be a disagreement 89 

between the FERC and the Commission, the question of supremacy is a 90 

legal one, and ComEd objects to providing “copies of all support” for a 91 

legal argument in response to a data request. However, subject to that 92 
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Objection, ComEd notes the AG could start its research with the United 93 

States Constitution, Article VI, Clause 2, which supports ComEd’s 94 

position. (Emphasis added) 95 

 96 

Q. Does Ms. Houtsma address your arguments concerning the consistency 97 

between distribution and transmission functional allocations? 98 

A. Yes, she states as follows: 99 

 … Mr. Rukosuev claims that ComEd has not demonstrated that its 100 

proposal is consistent with how the costs in question are functionalized 101 

under the Transmission Formula Rate. That claim is erroneous and 102 

puzzling. The annual filings with FERC use the same method as ComEd 103 

proposes to use here … ComEd’s proposal is straightforward and 104 

streamlined, and it is cost-based. Mr. Rukosuev’s counter-arguments 105 

(Rukosuev Dir. Staff Ex. 10.0, 12:260-15:328) lack substance and are off 106 

the mark.  (ComEd Ex. 12.0, pp. 26-27) 107 

 108 

Q. Do you find this argument to be reasonable? 109 

A. No, I do not. Ms. Houtsma failed to demonstrate that the W&S (wages and 110 

salaries) allocation is, in fact, aligned with the factors used in ComEd’s 111 

Transmission Formula Rate to ensure that costs are recovered appropriately by 112 

minimizing the potential for cost recovery gaps or overlaps between jurisdictions. 113 

Neither Mr. Tenorio (ComEd’s ECOSS Witness) nor ComEd witness Houtsma 114 

explains the mechanics behind the Transmission Formula Rate calculation. Ms. 115 

Houtsma’s only claim is that the calculation is straightforward and that all 116 

documentation is available for Staff annually. This may in fact be the case, but it 117 

is not presented nor substantiated in this proceeding. In other words, no 118 

information has been offered in this proceeding that this “straightforward 119 

calculation” is in fact as clear-cut as ComEd asserts.  120 

 121 
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Moreover, Ms. Houtsma essentially continues to support her position by making 122 

reference to the Company’s FERC tariffs. This argument is deficient. Just to be 123 

clear, I am not recommending any change to the Company’s FERC tariffs.  My 124 

focus is on the delivery service tariffs.  The purpose of delivery service 125 

ratemaking is not to align cost methodologies between the two jurisdictions – the 126 

FERC (transmission) and the ICC (distribution). Rather, this proceeding seeks to 127 

identify a cost-based functional allocation to the distribution function only. The 128 

focus is on cost, not achieving consistency with the functionalization of 129 

transmission costs as Ms. Houtsma asserts. Her second justification is 130 

essentially the same as the first; Ms. Houtsma believes that the proposed change 131 

is appropriate because it conforms to the FERC tariffs. This is exactly the same 132 

argument Ms. Houtsma unsuccessfully presented in Docket 10-0467 and she 133 

provides no new analysis relating to the facts in this case to support her position 134 

that the Commission should change the manner in which ComEd’s G&I Plant 135 

should be functionalized going forward. 136 

 137 

In sum, the Commission should continue to support the establishment of cost-138 

based principles to the fullest extent possible. To do otherwise sends improper 139 

price signals and is fundamentally unfair. Any deviation from a cost basis should 140 

be supported by a compelling justification. So far, the Company has not provided 141 

a compelling justification. 142 

 143 

Q. Does Ms. Houtsma offer testimony in defense of the Company’s 144 

methodology for developing its Salaries and Wages allocator? 145 
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A. Yes, she defends the Company’s approach as follows: 146 

The Salaries and Wages allocator is based on analysis of the salaries and 147 

wages of personnel providing and supporting transmission service versus 148 

personnel providing and Rate); Fruehe Dir., ComEd Ex. 4.1, Sched. FR A-149 

2, lines 1-9 (calculation based on 2010 FERC Form 1 for proposed initial 150 

rates). (ComEd Ex. 12.0, p. 22) 151 

 152 

Q. How do you respond to this argument? 153 

A. I do not challenge the propriety or accuracy of ComEd’s FERC Form 1 numbers. 154 

The question is not whether the figures reported in Form 1 and used to calculate 155 

the labor allocator are correct, but rather what exactly those calculations 156 

measure. Ms. Houtsma did not provide a discussion in her testimony on how 157 

such an allocator is derived, nor has she conducted an analytical evaluation to 158 

assess the appropriateness of functionalizing G&I Plant using labor ratios.  There 159 

is a clear incentive for ComEd to use functional allocators that would allow it to 160 

benefit. Specifically, ComEd’s revenue requirement would increase by $2.547 161 

million if its proposal is approved (See table below).  162 

 163 

IMPACT ON THE OVERALL DISTRIBUTION REVENUE REQUIREMENT
4
 

  (in thousands)     

  Rate Base Impact 
 

Revenue Requirement Impact 

Plant in Service 
   Schedule B-1, page 2, column D, line 3 $      (20,274) 

 
$        (2,291) 

Accumulated Reserve 
   Schedule B-1, page 2, column D, line 7 $         2,077 

 
$            236 

  
   Totals $      (18,197) 

 
$        (2,055) 

  
   Depreciation Expense 
     
   

                                            
4
 Adopted from ComEd’s response to Staff Data Request PR 1.02 SUPP_Attach 1.xls. 
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Depreciation Expense 
  

$           (492) 

Total Revenue Requirement Impact 
  

$        (2,547) 

 164 

 Therefore, ComEd should not be given carte blanche with respect to the 165 

functionalization of its G&I plant. 166 

  167 

Q. What is Ms. Houtsma’s next set of claims that you would like to address? 168 

A. In her rebuttal testimony, Ms. Houtsma states:  169 

 Mr. Rukosuev did not present any actual facts showing that use of the 170 

Salaries and Wages allocator for all of the Accounts (except 397) is not 171 

sufficiently related to cost causation. That methodology is used to 172 

functionalize the General Plant and Intangible Plant Accounts (other than 173 

Account 397) at the federal level under ComEd’s FERC approved 174 

Transmission Formula Rate, where rates also are intended to be cost-175 

based. Moreover, Staff and intervenors accept the use of the general labor 176 

allocator to functionalize Accounts 391, 393, 398, and 399, and portions of 177 

Accounts 301, 303, 389, and 390, as was approved by the ICC in Docket 178 

No. 10-0467. (ComEd Ex. 12.0, pp. 28-29) 179 

 180 

Q. How do you asses this argument? 181 

A. Instead of making the effort to demonstrate why the Company’s revised 182 

approach is reasonable from a cost standpoint, Ms. Houtsma seeks to shift 183 

responsibility by presenting an alternative and demanding that Staff show it is not 184 

cost-based. This argument is particularly problematic because ComEd is now 185 

arguing against a methodology that it proposed and the Commission accepted in 186 

previous proceedings. 187 

 188 

 In Docket Nos. 10-0467, 08-0532 and 07-0566, the Company successfully 189 

proposed a combination of direct assignment and generic functional allocators to 190 
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functionalize G&I Plant that it now opposes. In fact, the Commission accepted 191 

that approach in the past, stating as follows: 192 

The Commission finds that ComEd’s varied approach to the 193 

functionalization of expenses, which includes the use of direct assignment 194 

and labor allocators, where appropriate, is reasonable and comports with 195 

our determination in Docket 99-0013. We believe that the Company’s 196 

proposed “hybrid” approach satisfies that objective. (Docket No. 01-0423, 197 

Order at 79, emphasis added) 198 

 199 

The Commission rejected ComEd’s current proposed functionalization approach 200 

in Docket No. 10-0467 and, although I am not an attorney, it is my understanding 201 

that it is ComEd’s burden to show why that recent Commission conclusion is 202 

wrong. It appears that there is a general movement, on ComEd’s part, away from 203 

the previously Commission approved combination approach and towards a more 204 

generic allocation approach. In response to AG Data Request 10.04 (d), the 205 

Company stated, in part: 206 

With the introduction of formula ratemaking in ICC Docket No. 11-0721, 207 

the amount of distinct allocators was reduced compared to previous 208 

dockets. One of the reasons for this reduction is to reduce the number of 209 

special studies that would need to be performed every year to produce 210 

specific allocators, unless the special study is believed to result in a 211 

substantially different result and carry a greater degree of precision. 212 

(Emphasis added) 213 

 214 

Ms. Houtsma, however, did not conduct any “special studies” to produce the G&I 215 

plant allocators she proposes to use. In response to AG Data Request 10.03 216 

(b,d,f), the Company stated: 217 

No analysis was performed for Accounts 394, 395 and 396 to determine if 218 

a labor based, plant based or any other allocator would be better 219 

correlated with the allocation of the assets. The use of the Wages & 220 

Salaries allocator to allocate Accounts 394, 395 and 396 was based on 221 

the knowledge that tools and equipment recorded in these accounts are 222 

used by company employees and Ms. Houtsma’s judgment that this 223 
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correlates better to a labor based allocator than to a plant-based allocator. 224 

As described in testimony it also aligns with the allocation of these costs in 225 

the transmission rate to ensure that the costs are not over-recovered or 226 

under-recovered. (Emphasis added) 227 

 228 

In sum, allocation methods unavoidably employ the exercise of judgment; where 229 

there are no direct measures of cost-causation, indirect proxies normally are 230 

developed and applied. Because the development of an indirect proxy is not an 231 

exact science, in developing such a proxy for the purpose of functionalizing a 232 

cost, one must look for a proxy that bears a rational relationship to the costs 233 

being functionalized. ComEd’s task in this case is to show whether the labor 234 

allocator it proposes to use bears a rational, cost-based relationship to the G&I 235 

plant costs being functionalized. The Company, however, did not make that 236 

required showing in this case.  237 

 238 

Q. What is Ms. Houtsma’s last set of claims you would like to address? 239 

A. In her rebuttal testimony, Ms. Houtsma states:  240 

Q. Is the Order in Docket No. 10-0467 a sound reason to reject  241 

ComEd’s proposal? 242 

 243 

A. No, because the Commission had few of the facts before it. ComEd 244 

made the same proposal in the 2010 rate case, but the record was very 245 

incomplete. Neither Staff nor intervenors opposed the proposal when they 246 

filed direct testimony on revenue requirement issues. Staff first did so 247 

three weeks later, in direct testimony on rate design issues, and did not 248 

present the full quantification of its adjustment until Rebuttal testimony on 249 

revenue requirement issues. (Intervenors did not testify on the subject.) 250 

After I responded in surrebuttal, Staff successfully moved to strike the 251 

relevant portions of my surrebuttal. So, the ICC did not have before it both 252 

sides of the issue. The ICC should decide the issue based on the 253 

additional facts now before it. (ComEd Ex. 12.0, pp. 29-30) 254 

 255 

Q. What is the problem with this argument? 256 
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A. Ms. Houtma’s assertion is misplaced and incorrect. The burden is on ComEd to 257 

demonstrate why the Commission’s conclusion in that case is not applicable to 258 

the present proceeding. 259 

 260 

ComEd did not make such a demonstration. The Company did not provide 261 

adequate support for its proposal to change the allocation method for G&I plant 262 

to a method that was rejected by the Commission in Docket No. 10-0467. 263 

ComEd has not convincingly shown why the Commission should now change 264 

course and accept an allocation method it recently rejected.   265 

 266 

 ComEd’s only justification for the proposed change is a statement by Company 267 

witness Houtsma that the proposed methodology aligns with the method 268 

employed in ComEd’s Transmission Formula Rate, thus assuring that ComEd 269 

will not over or under recover G&I costs in either jurisdiction.  Ms. Houtsma’s 270 

explanation is inadequate as explained earlier.  271 

 272 

Q. What do you conclude from this discussion concerning the 273 

functionalization of G&I Plant accounts to distribution? 274 

A. I conclude that the functionalization of these accounts should be based on the 275 

allocation method approved by the Commission in Docket No. 10-0467. It is my 276 

opinion that the methodology which functionalizes G&I Plant is just and 277 

reasonable, and that ComEd’s proposed changes to the functionalization of 278 

these accounts are not just and reasonable. ComEd’s arbitrary method of 279 

allocating these common costs violates the longstanding Commission principle 280 
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that costs should be allocated based on cost.  281 

 282 

 Moreover, while I am not an attorney, it is my understanding that the Commission 283 

is not bound by the G&I Plant allocation methods of the FERC.  The Commission 284 

has exclusive jurisdiction over the distribution service rates of public utilities and 285 

is not bound by the cost allocation assumptions FERC chooses when setting 286 

unbundled transmission service rates. As a result, ComEd’s proposal should be 287 

rejected by the Commission.  288 

 289 

Q. Does this complete your rebuttal testimony? 290 

A. Yes, it does. 291 


