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I. Introduction and Background 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is John Hengtgen.  My business address is 1708 Freedom Court, Mount 4 

Prospect, Illinois 60056. 5 

Q. Are you the same John Hengtgen who provided direct and rebuttal testimony on 6 

behalf of Commonwealth Edison Company (“ComEd”) in this proceeding? 7 

A. Yes. 8 

B. Purposes of Testimony 9 

Q. What are the purposes of your surrebuttal testimony? 10 

A. The first purpose of my surrebuttal testimony is to respond to the rebuttal testimony of 11 

Illinois Commerce Commission (the “Commission” or “ICC”) Staff (“Staff”) witness 12 

Daniel Kahle (Staff Exhibit (“Ex.”) 15.0), Illinois Attorney General’s Office / AARP 13 

(“AG/AARP”) witnesses Michael Brosch (AG/AARP Ex. 3.0) and David Effron 14 

(AG/AARP Ex. 4.0), Citizens Utility Board (“CUB”) witness Ralph Smith (CUB 15 

Ex. 3.0), and Illinois Industrial Energy Consumers (“IIEC”) witness Michael Gorman 16 

(IIEC Ex. 2.0) on the subject of ComEd’s cash working capital (“CWC”) requirement 17 

and, more specifically, to respond to the following issues discussed by those witnesses: 18 

1. Determination of the Collections Lag of ComEd; 19 

2. The appropriate Lag and Leads for the Energy Assistance Charges and 20 

Renewable Energy Charges (“EAC/REC”), the Gross Receipts Tax/Municipal 21 
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Utility Tax (“GRT/MUT”), the Illinois Electricity Excise Tax (“IEET”), and 22 

the City of Chicago Infrastructure Maintenance Fee (“CIMF”); 23 

3. The Lead for Intercompany Billing; 24 

4. The Revenue Lag and Expense Lead of Employee Benefits – Pension and 25 

Other Post Employment Benefits (“OPEB”); 26 

5. The appropriate amount of accounts payable related to non-AFUDC 27 

Construction Work in Progress (“CWIP”) to be included in the CWC amount; 28 

6. The inclusion of a 401K Match amount and the appropriate lead value in the 29 

CWC calculations and a small revision to the Employee Benefits – Other 30 

amount; 31 

7. The impact of Negative Current State and Federal Income Taxes in the CWC 32 

calculation; and 33 

8. Three issues related to Staff’s CWC calculations that need correction. 34 

The second purpose of my rebuttal testimony is to present a revised calculation of 35 

ComEd’s cash working capital requirement. 36 

C. Summary of Conclusions 37 

Q. Please summarize the conclusions of your surrebuttal testimony. 38 

A. For reasons I discuss in my surebuttal testimony, I conclude as follows: 39 

1. The collection lag as filed by ComEd of 34.23 days should be accepted by the 40 

Commission and the proposed collection lags of AG/AARP witness Brosch 41 

and CUB witness Smith should be rejected. 42 

2. The lag for pass through taxes as filed by ComEd of 51.25 days is identical to 43 

the overall revenue lag and should be accepted by the Commission.  The 44 
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proposed lags by Staff witness Kahle, AG/AARP witness Brosch, CUB 45 

witness Smith, and IIEC witness Gorman should be rejected.  The leads for 46 

the GRT/MUT, IEET and the CIMF amounts by ComEd in direct should be 47 

accepted and the updated lead for the EAC/REC as described in my rebuttal 48 

testimony should be accepted by the Commission. 49 

3. The lead for intercompany billings as filed by ComEd of 30.55 days should be 50 

accepted by the Commission and the proposed leads by Staff witness Kahle, 51 

AG/AARP witness Brosch, and CUB witness Smith should be rejected. 52 

4. The full revenue lag of 51.25 days as filed by ComEd should be used for the 53 

revenues associated with Pension and OPEB and should be accepted by the 54 

Commission.  The use of zero revenue lag proposed by AG/AARP witness 55 

Brosch and CUB witness Smith should be rejected. 56 

5. The non-AFUDC CWIP amount of ($256,000) as described in this surrebuttal 57 

testimony should be approved by the Commission (provided that non-AFUDC 58 

CWIP is included in rate base) and the amounts being proposed by AG/AARP 59 

witness Brosch, CUB witness Smith and Staff witness Kahle should be 60 

rejected; 61 

6. The amount for the 401K Match amount and the lead as described in this 62 

surrebuttal testimony should be accepted by the Commission and the 63 

proposals regarding the 401K Match made by AG/AARP witnesses Effron 64 

and Brosch should be rejected or corrected; 65 

7. The updated CWC calculations for the negative current state and federal 66 

income tax and the comparable impact on deferred income taxes as described 67 
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in my rebuttal testimony and updated here in my surrebuttal should be 68 

accepted by the Commission. 69 

8. There are three issues related to Staff’s CWC calculations that are incorrect 70 

and should be corrected by the Commission in the final order. 71 

9. ComEd’s revised cash working capital requirement is $38,138,000, calculated, 72 

in brief, as follows. 73 

Summary of CWC Requirements 74 

Line Description 
CWC 

Requirements 
 (A) (B) 
   
1 REVENUE LAGS $164,086,000 
2 EXPENSE LEADS $(165,600,000) 
3 OTHER NON REVENUE, NON EXPENSE ITEMS – CASH INFLOW $87,690,000 
4 OTHER NON REVENUE, NON EXPENSE ITEMS – CASH OUTFLOW $(47,782,000) 
5 NON-AFUDC CONSTRUCTION WORK IN PROGRESS (CWIP) $(256,000) 

6 
CASH WORKING CAPITAL REQUIREMENT = 
Col (B) Line 1 – Col (B) Line 2 + Col (B) Line 3 – Col (B) Line 4 – Col (B) Line 5 $38,138,000 

   

D. Itemized Attachments to Surrebuttal Testimony 75 

Q. Are you sponsoring any attachments to your rebuttal testimony? 76 

A. Yes, I am sponsoring ComEd Ex. 25.1 described below. 77 

II. Cash Working Capital (CWC) 78 

A. Collections Lag 79 

Q. What is your understanding of the proposals and continued concerns of the parties 80 

regarding ComEd’s calculation of the collection lag? 81 

A. AG/AARP witness Mr. Brosch, CUB witness Mr. Smith, and IIEC witness Mr. Gorman 82 

continue to argue against the process used by ComEd to calculate the collection lag and 83 

that a reduction to the collection lag should be made.  I do not agree with those positions 84 

and they should be rejected.  I will respond to specific concerns of each party below.  85 



Docket No. 11-0721 
ComEd Ex. 25.0 

Page 5 of 23 

Q. What is your understanding of Mr. Brosch’s continued concerns regarding the 86 

collection lag? 87 

A. Mr. Brosch has concerns that ComEd uses an accounts receivable aging analysis which 88 

includes the use of aging intervals, midpoints and certain grace periods and that ComEd 89 

has not reflected an estimate of uncollectible amounts in its calculation. 90 

Q. With respect to aging intervals Mr. Brosch has stated the use of aging intervals is 91 

“flawed” (AG/AARP Ex. 3.0, line 425), and that there are “frailties” (Ex. 3.0, line 92 

312) of this approach.  How do you respond? 93 

A. As I indicated in my rebuttal testimony, use of aging intervals along with appropriate 94 

midpoint assumptions has been accepted by the ICC in many recent rate cases.  This 95 

approach is not frail or flawed and it’s the standard that has been set and used in Illinois 96 

for use in determining the collection lag.  It is also the process that was previously used 97 

by ComEd in its most recent rate case.  Describing the process as frail or flawed is 98 

nothing more than describing previous Commissions decisions in the same light. 99 

Q. What about his criticism of the use of grace periods? 100 

A. In his direct testimony, Mr. Brosch referred to ComEd’s grace period assumptions as 101 

“equally crude” (AG/AARP Ex. 1.0, 24:507), but apparently in rebuttal is wavering in his 102 

opinion on ComEd’s use of grace periods.  He responded “Not really” when asked the 103 

question: “Do have a concern with the grace periods that were used in ComEd’s study?”  104 

As I have indicated in my rebuttal testimony, grace periods are a conservative assumption 105 

that has kept the collection lag lower than it really is, and that was proved out in ComEd 106 

Ex. 16.1 where I eliminated the grace periods from ComEd’s original calculation of the 107 
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collection lag.  ComEd Ex. 16.1 was filed with my rebuttal testimony and the calculations 108 

are still current and do not require an update in surrebuttal. 109 

Q. At lines 469-484, Mr. Brosch implies that your recalculation of the collection lag 110 

shown on ComEd Ex. 16.2 somehow is “disingenuous and potentially misleading”.  111 

Do you have any comments on his statement? 112 

A. Yes.  That was not my intent of that section of my rebuttal testimony as my intent was 113 

only to show another potential calculation of the collection lag and support the collection 114 

lag proposed by ComEd.  I first recalculated the collection lag in ComEd Ex. 16.1 in 115 

order to illustrate what the collection lag would be without grace periods because as I 116 

stated above Mr. Brosch was criticizing the use of grace periods in his direct.  Then, for 117 

illustrative purposes only, I used the recalculated collection lag without the grace periods 118 

from ComEd Ex. 16.1 and also included Mr. Brosch’s uncollectible impact in a 119 

recalculation shown in ComEd Ex. 16.2.  In no way did I attribute this calculation to 120 

Mr. Brosch and again to be clear, it was done in order to confirm or support both 121 

ComEd’s conservative assumptions being used and the overall collection lag being 122 

proposed. 123 

Q. Mr. Brosch continues to criticize ComEd’s inclusion of uncollectible accounts in its 124 

calculations and adds that “It is necessary to at least correct ComEd’s estimated 125 

revenue collection lag to account for the uncollectible accounts portion of the 126 

Accounts Receivable balances that are used in the Company’s calculation.” 127 

(AG/AARP Ex. 3.0, lines 328-330)  Do you agree? 128 
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A. No.  I have provided reasons in my rebuttal as to why uncollectibles should not be 129 

excluded and further explain below. 130 

Q. In rebuttal, Mr. Brosch has made additional statements and references to 131 

uncollectibles in support of his adjustment to eliminate uncollectible accounts.  Do 132 

you have any comments on these statements? 133 

A. Yes.  In numerous spots in his rebuttal testimony between lines 328 and 371, Mr. Brosch, 134 

while describing uncollectible amounts uses phrases and terms like “will not be 135 

collected” (331), “cannot be collected” (338), “no cash flow” (339) and “Uncollectible 136 

accounts do not yield any cash flow” (369).  Then on lines 372-373 Mr. Brosch makes 137 

the statement “uncollectibles are, in fact, fully collected from other customers who do 138 

pay their bills.”  It is the timing of these collections from other customers which 139 

Mr. Brosch does not understand and mistakenly assumes happens without any impact on 140 

the collection lag or any impact on ComEd with respect to lost time value of money. 141 

Q. At lines 402-405, Mr. Brosch states ‘There is no lost “time value of money’ involved 142 

at all, because the allowance for uncollectibles is a recurring accrual-basis entry on 143 

the books that immediately recognizes the uncollectible portion of currently 144 

recorded revenues.”  Do you agree with this statement? 145 

A. No, for the most part.  I believe that Mr. Brosch does not understand the process that 146 

ComEd uses to record its uncollectible accounts.  The above statement appears to mean 147 

that Mr. Brosch thinks that ComEd accrues its uncollectible debt expense based on a 148 

percentage of currently recorded revenues while in reality ComEd calculates its bad debt 149 

expense based on accounts receivable aging amounts and risk factors, i.e., meaning that 150 
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in general uncollectible expense is recorded as the receivables age.  There may be some 151 

exceptions and some portion of uncollectible expense recorded based on current revenues 152 

if certain customers have risk factors that would require immediate recognition as 153 

uncollectible. Because uncollectible expense is recorded as the receivables age, this 154 

means that there is a time value of money associated with these uncollectible amounts 155 

and including these amounts in aged receivable balances is a way of capturing that cost. 156 

Q. Mr. Brosch also states that there is no delay in ComEd’s ability to recover its 157 

uncollectible expense because of Rider UF.  Do you agree with this statement? 158 

A. No, it is my understanding that the revenues collected under Rider UF are subject to the 159 

same lag as all other revenue and does not capture the loss in time value of money for the 160 

amounts recovered through Rider UF. 161 

Q. Mr. Brosch refers to Ameren Illinois Company’s (Ameren) filing in Docket 162 

No. 12-0001 as support that the calculation of the collection lag should be based on 163 

aged receivables that have had uncollectible accounts eliminated.  Do you have any 164 

comments on this? 165 

A. Yes.  First, it is somewhat ironic that, after his severe criticism of ComEd’s use of aged 166 

receivables and midpoints, Mr. Brosch would use a lead lag study that also uses aged 167 

receivables and midpoints for calculation of its collection lag to bolster any argument that 168 

he is making.  Second, I believe that Mr. Brosch’s use of Ameren is an “apples to 169 

oranges” comparison.  I reviewed Ameren’s Schedule C-16, page 5 of 5, filed in that 170 

docket and it indicates that Ameren’s uncollectible expense associated with Service 171 

Revenues are determined using the percent of revenue method”.  As I described above, 172 
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ComEd uses aged receivables and risk factors and not a percent of revenue method to 173 

calculate its bad debt expense so a comparison to Ameren regarding treatment of 174 

uncollectibles is not appropriate. 175 

Q. Any last observations regarding the Ameren filing referred to by Mr. Brosch? 176 

A. Yes.  While I have not reviewed Ameren’s filing in this docket and the lead lag study 177 

filed in detail, it should be noted that Ameren’s proposed collection lag is 30.67 days 178 

(AG/AARP Ex. 3.2).  This is just 1.76 days less than the collection lag being proposed by 179 

ComEd in this proceeding.  Even with the differences in the uncollectible methods being 180 

used, these facts would suggest that a comparison to Ameren supports more than 181 

discredits ComEd’s proposed collection lag. 182 

Q. At line 314-323, Mr. Brosch indicates that there is new evidence in this proceeding, a 183 

sampling of customer bills that does not show a significant pattern of past due 184 

balances, that somehow casts serious doubt on ComEd’s proposed collection lag.  Do 185 

you have any comments? 186 

A. Yes.  While this may be new evidence, even Mr. Brosch indicates that this new evidence 187 

was not a statistically representative sample.  So reliance on this evidence should be 188 

suspect.  There also is new evidence regarding more than $30 million in late payment 189 

fees received by ComEd from late paying customers in Calendar Year 2010 (ComEd 190 

Ex. 4.1, App. 10 and ComEd Ex. 16.0, 7:139-140).  This evidence clearly indicates that 191 

ComEd has many customers that pay late and that fact has not been disputed in this case. 192 
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Q. In their rebuttal testimonies Mr. Smith and Mr. Gorman also continue their 193 

criticism of the collection lag based on the theory that uncollectible expense amounts 194 

should be eliminated.  Do you have any comments on his rebuttal testimony? 195 

A. Yes, many of the reasons I provided in rebuttal and that I provided in response to 196 

Mr. Brosch’s criticism above also apply to Mr. Smith’s and Mr. Gorman’s position on 197 

this issue so I will not repeat those again. 198 

Q. Has Mr. Smith addressed any specific concerns or made any statements apart from 199 

the ones made by Mr. Brosch that you’d like to address? 200 

A. Yes, he implies that comparison of other utilities collection lag is not a good frame of 201 

reference because “they could suffer from the same deficiencies that ComEd’s collection 202 

lag does…” (CUB Ex. 3.0, 9:170-171), and that “ComEd has not demonstrated that the 203 

collection lags of those other utilities were subjected to a similar level of challenge, 204 

analysis and regulatory scrutiny” (CUB Ex. 3.0, 9:172-174). 205 

Q. Do you agree with his concern? 206 

A. No, first I do not believe that ComEd’s process has any deficiencies, and that is supported 207 

by my testimony in this proceeding and was confirmed by the Commission accepting this 208 

process in ComEd’s last rate case.  Many similar arguments were made in that case and 209 

rejected by the ICC.  Second, while I’m not aware of all the challenges, analysis and 210 

scrutiny that occurred in those other cases, it certainly is factual that these amounts were 211 

accepted by the Commission in those proceedings, the process being used by ComEd in 212 

this case is similar in many aspects to those cases, so reference to those cases is proper.  213 
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Last, as I stated in my rebuttal, ComEd’s proposed collection lag compares favorably to 214 

all of the other utilities which I referenced. 215 

Q. Has Mr. Gorman addressed any specific concerns or made any statements apart 216 

from the ones made by Mr. Brosch and Mr. Smith that you’d like to address? 217 

A. Yes.  Mr. Gorman has stated “Mr. Hengtgen’s acknowledgement of a flaw in his 218 

methodology and the absence of an explanation of why ComEd’s proposed collection lag 219 

is more than 13 days beyond the tariff prescribed 21-day payment period, that ComEd’s 220 

calculated collection lag is excessive and unreliable.”  (IIEC Ex. 2.0, 16:358-361)   I have 221 

not acknowledged any flaw in the methodology.  I assume that he is referring to the fact 222 

that I have agreed that uncollectible amounts are included in the aged receivable balance 223 

used, but I have fully explained the reasons this is done in both my rebuttal testimony and 224 

again in more detail here in surrebuttal.  I have also given reasons ComEd’s collection lag 225 

is more than the 21 days that Mr. Gorman’s refers to in his testimony.  226 

B. EAC/REC and GRT/MUT 227 

Q. Staff witness Kahle, AG/AARP witness Brosch, CUB witness Smith, and IIEC 228 

witness Gorman continue to advocate their positions that there should be a zero lag 229 

for the EAC/REC and the GRT/MUT and that ComEd’s CWC calculation should 230 

reflect that ComEd has use of the money for approximately 35 days and 45 days, 231 

respectively.  Do you continue to disagree with their positions? 232 

A. Yes, neither position is correct.  Mr. Smith has not included any new testimony in 233 

rebuttal on this issue, so I will not be addressing his rebuttal testimony.  I respond to the 234 

others’ rebuttal testimony below. 235 
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Q. Why do you continue to think there should there be a lag and that it is not zero? 236 

A. The lag reflects the length of time that it takes to receive the cash inflow (or payment 237 

received) from the ratepayer to ComEd which has been fully explained and supported in 238 

my direct and rebuttal testimonies.  The lag is completely independent of the lead 239 

calculation which reflects the cash outflow (or payment to the taxing authority).  As I 240 

have explained in my direct and rebuttal testimonies it is appropriate to reflect a lag and 241 

that lag is identical to the total revenue lag as the amounts are collected from the 242 

customers at the same time and in the same manner based on customer payments of 243 

utility bills.  You cannot simply ignore this lag as the other parties have done. 244 

Q. Does Mr. Kahle agree with your rebuttal testimony that the EAC/REC statutes 245 

contain language that states the charges should be considered a charge for utility 246 

service? 247 

A. Yes, but even though he agrees, he still does not agree that there is a lag in collection of 248 

those amounts. 249 

Q. Why does he not agree with you then that a lag exists? 250 

A. He chalks my position up to “form ahead of substance”. (Ex. 15.0, 3:54)  In reality it is 251 

Mr. Kahle’s position and unsupported or factually incorrect statements that reflect form 252 

over substance as he continues to try to cloud and confuse the issue of the proper lag for 253 

these items.  The facts surrounding these charges are that ComEd collects these amounts 254 

like any other cash payments from its customers and there is a lag just like all pass 255 

through taxes and other revenue collected from the customers. 256 

Q. Do you have another example of Mr. Kahle trying to cloud the issue? 257 
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A. Yes, on page 3 of his rebuttal testimony he states: “Moreover, the statutory reference to 258 

EAC/REC does not include any reference to CWC.  There is nothing in Mr. Hengtgen’s 259 

statutory reference that requires EAC/REC to have the same lag as any other receipt by 260 

the Company or no lag at all.”  Of course the statutes governing these charges would not 261 

have a reference to CWC as CWC is a ratemaking concept to be included in rate base to 262 

set utility rates.  Among other things, the statutes describe the tax or charge, who and or 263 

what is subject to tax or charge and when payment of the taxes or charges are due.  There 264 

would be no reason that these statutes would address ratemaking concepts or CWC 265 

specifically.  This section of Mr. Kahle’s testimony does not make sense and the only 266 

reason that I can think that he has included it is to cloud or confuse the issue. 267 

Q. On page 4 of his testimony, Mr. Kahle states that “Mr. Hengtgen also argues that 268 

EAC/REC and GRT/MUT should have the same lag as operating revenue because 269 

the Company does not follow the state statutes and the municipal ordinances which 270 

set forth the due dates for each charge or tax”.  He references ComEd Ex. 16.0, 271 

page 14.  Did you make this argument or make a statement or statements even close 272 

to this? 273 

A. No, I did not.  I have been clear in my testimony that the lag and leads are separate and 274 

one is not dependent on the other.  Either Mr. Kahle does not understand the issue or it is 275 

another example of Mr. Kahle attempting to cloud or confuse the issue. 276 

Q. On page 5 of his rebuttal testimony, Mr. Kahle indicates that his proposal would be 277 

no additional burden on ComEd, as his proposal is the same as the Commission 278 

approved in the last case.  Do you agree? 279 



Docket No. 11-0721 
ComEd Ex. 25.0 

Page 14 of 23 

A. No.  Mr. Kahle’s proposal is similar to the outcome of the last case.  However, it is a 280 

continuing issue (burden) for ComEd.  ComEd has not yet made any changes in its 281 

payment schedules.  However, if a similar decision is made in this case, ComEd would be 282 

penalized or burdened again and as I stated in my rebuttal testimony, ComEd would need 283 

to consider making a change in its payment schedules. 284 

Q. Also on page 5 of his testimony, in discussing your testimony regarding the impact 285 

on the programs receiving these funds, Mr. Kahle states: “I am not proposing any 286 

changes to the Company’s procedures.  My proposed number of lag days for pass 287 

through taxes is consistent with the prior rate case.  Mr. Hengtgen did not indicate 288 

the Commission’s decision in the prior rate case had any impact on the programs 289 

receiving these funds.”  Do you have any comments on these statements? 290 

A. Yes.  Mr. Kahle appears to be missing the point.  While he is not proposing a change in 291 

procedures, his proposal is different than how ComEd remits these amounts.  Therefore 292 

his proposal is contrary to ComEd’s procedures.  ComEd has not yet made any changes 293 

in how it remits these taxes as the Order in Docket No. 10-0467 was only issued 294 

9 months ago.  My testimony in rebuttal was that if the Commission makes a decision 295 

accepting Staff’s proposal again, ComEd would continue to be penalized and if that 296 

happens ComEd would have to consider making a change to its payment schedules.  If 297 

that happens there would be an impact on the programs receiving these funds. 298 

Q. In lines 539 to 548 of his rebuttal testimony, Mr. Brosch addresses a statement from 299 

your testimony that discusses the statutory due date compared to the actual due 300 

date.  In his answer in that section, he calculates an amount of $39 million being 301 
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attributable to this difference.  Do you have any comments on this part of his 302 

testimony? 303 

A. Yes, I do not disagree with the amount of $39 million that he has calculated.  However, 304 

that $39 million is a combination of two issues as I described them in my rebuttal 305 

testimony, not one issue as implied by Mr. Brosch in this referenced Q&A.  The first 306 

issue is that the payments are made based on billings and not collections, and that results 307 

in ComEd paying these amounts earlier than required and even earlier than collected.  308 

The second issue is making the monthly payments a few days earlier than the statutory 309 

due date.  The combination of these two issues makes up the $39 million referenced by 310 

Mr. Brosch. 311 

Q. In responding to your testimony regarding the possible change by ComEd of 312 

remitting its GRT/MUT based on collections instead of billings, Mr. Gorman states 313 

that: “The change to actual revenues collected versus billed revenues would not 314 

necessitate a missed payment or skipped payment to the municipalities.  The change 315 

would have little impact on the amounts sent to the municipalities.”  (IIEC Ex. 2.0, 316 

17:386-392)   Do you agree with his conclusion? 317 

A.  No, I do not.  Mr. Gorman includes a simple example to support his testimony but I 318 

disagree and do not believe it is accurate.  If ComEd is forced to consider a change in its 319 

payment schedules, as I stated in my rebuttal testimony, a missed payment and a second 320 

partial payment would be required during the first two months after a change is made.  In 321 

the second year, the amounts would be the same but there definitely would be 322 

substantially less remitted to the municipalities in the first year of the change. 323 
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C. Illinois Electricity Excise Tax (IEET) and  324 
City of Chicago Infrastructure Maintenance Fee (CIFM)  325 

Q. Staff witness Kahle continues to include a service lead in his lead days for the IEET 326 

and the CIFM but he has eliminated the service lag from the lag days he uses.  Do 327 

you continue to disagree with this position? 328 

A. Yes, it is incorrect as I explained in my rebuttal testimony.  It is also inconsistent with the 329 

Order in Docket No. 10-0467 where a service lag and a service lead were both not 330 

included in the calculations. 331 

Q. Did Mr. Kahle address this issue in his rebuttal testimony? 332 

A. No, he only addressed the elimination of the service lag, not the service lead. 333 

Q. AG/AARP witness Brosch continues to use his proposed revenue lag days in his 334 

calculation of CWC.  Do you continue to disagree with this change? 335 

A. Yes, as I stated in my rebuttal testimony and as explained in the collection lag section of 336 

my testimony above, this is not appropriate. 337 

D. Intercompany Billing Lead 338 

Q. Staff Witness Kahle, AG/AARP witness Brosch and CUB witness Smith continue to 339 

propose a longer lead time for Intercompany Billings than what ComEd actually 340 

experiences.  Has their rebuttal testimony caused you to change your position? 341 

A. No, nothing in their rebuttal testimony has changed my mind and their proposals are not 342 

reflective of ComEd’s actual CWC requirements and should be rejected.  Mr. Smith 343 

offered no new testimony in rebuttal but just reiterated his direct testimony. 344 
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Q. In his rebuttal, Mr. Kahle continues to be of the opinion that ComEd’s proposal is a 345 

form of cross-subsidization and Mr. Brosch continues to advocate that a cash 346 

working capital study of ComEd’s affiliate Exelon Business Services Company 347 

(“BSC”) is appropriate.  Why do you continue to disagree with their proposals? 348 

A. As I indicated in my rebuttal testimony, ComEd has calculated this lead based on actual 349 

billing amounts and payment dates experienced by ComEd in Calendar Year 2010.  No 350 

other party has supplied any analysis showing anything to the contrary.  In rebuttal, I also 351 

explained various reasons why their proposals should not be accepted and will not repeat 352 

all those reasons here.  In the end, their proposals merely and arbitrarily add 353 

approximately 15 days to ComEd’s proposed lead of 30.55 days without any basis or 354 

support. 355 

Q.  In rebuttal Mr. Kahle criticizes your rebuttal testimony in which you compared 356 

ComEd’s Intercompany Billing lead to that of other major Illinois utilities’ 357 

Intercompany Billing lead.  How do you respond to his criticism? 358 

A. Mr. Kahle indicated that I provided no analysis to show that ComEd’s “intercompany 359 

relations” are similar to the other utilities.  While I have not done any specific analysis of 360 

the other utilities’ Intercompany Services, based on my experience it is my understanding 361 

that the majority of these types of services are corporate services such as legal, human 362 

resources, financial, information technology, etc., which is similar to that of ComEd. 363 
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E. Employee Benefits – Pension and OPEB Lead 364 

Q. AG/AARP witness Brosch and CUB witness Smith maintain their proposals 365 

regarding the use of zero revenue lag days for Employee Benefits-Pension and 366 

OPEB.  Do you continue to disagree with their proposal? 367 

A. Yes.  Neither Mr. Brosch nor Mr. Smith provided any additional information regarding 368 

this issue in their rebuttal testimony.  For all the reasons I discussed in my rebuttal 369 

testimony, their proposals are incorrect and should not be accepted by the ICC. 370 

F. Construction Work in Progress (CWIP) – Accounts Payable 371 

Q. AG/AARP witness Brosch and CUB witness Smith continue to disagree with your 372 

treatment of non-AFUDC CWIP accounts payable at 12/31/10.  Has their rebuttal 373 

testimony changed your position on this item? 374 

A. No. 375 

Q. Have Mr. Brosch and Mr. Smith changed their proposals in any way in rebuttal? 376 

A. Yes, in rebuttal both are now proposing that the average balance for non-AFUDC CWIP 377 

related accounts payable during calendar year 2010 should be included in the CWC 378 

calculations. 379 

Q. Please comment on their rebuttal testimony and explain why you do not agree with 380 

their changed amount and continue to disagree in general with their inclusion of a 381 

full amount of accounts payable in the CWC calculation? 382 

 A. Mr. Brosch and Mr. Smith both have misunderstood ComEd’s request as it relates to 383 

non-AFUDC CWIP in rate base.  Mr. Brosch’s rebuttal testimony states: “Instead, the 384 

Company is requesting a general allowance for short-term CWIP that tends to exist on an 385 
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ongoing month-to-month basis.” AG/AARP Ex. 3.0, lines 591-592.  This is not correct.  386 

Ms Houtsma’s rebuttal testimony states “Rather, the amount of CWIP included in rate 387 

base is a proxy for the amount that will exist in future periods”.  ComEd Ex. 12.0, 388 

18:412-413.  She further adds “….the December 31, 2010 balance is a reasonable 389 

representation of the balance of non-AFUDC CWIP that can be expected to exist at any 390 

future point in time.”  ComEd Ex. 12.0, 19:422-424.   ComEd is not requesting ongoing 391 

non-AFUDC CWIP amounts but an amount that is reasonable for a point in time in the 392 

future. 393 

Q.  Why is the distinction between ongoing amounts and a point in time amount 394 

important? 395 

A.  As explained in my rebuttal testimony, the impact on CWC should be the amount of 396 

vendor supplied financing.  ComEd’s request of only a proxy or reasonable amount for a 397 

point in time in the future would mean that the vendor supplied financing for that CWIP 398 

amount only exists for a short period of time until the vendor is paid.  399 

Q. In his rebuttal Mr. Kahle has adopted Mr. Brosch’s proposal from his rebuttal 400 

testimony to adjust CWC by the year-end CWIP accounts payable balance.  Please 401 

comment. 402 

A.  For all the reasons stated above and in my rebuttal, I do not agree with Mr. Kahle’s 403 

proposal and it should be rejected.  In addition, Mr. Brosch no longer is advocating his 404 

proposal made in direct and has changed his proposal in his rebuttal testimony. 405 

Q. In responding to data request AG 10.17, have you determined that a small change is 406 

needed to your CWC calculations as it relates to CWIP – accounts payable? 407 
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A.  Yes.  I had an incorrect figure of $1,235,000 for the accounts payable balance related to 408 

non-AFUDC CWIP at December 31, 2010.  The proper amount of $1,399,000 has been 409 

included in the CWC calculations and in ComEd Ex. 25.1.    I also should note that, if 410 

non-AFUDC CWIP is not included in rate base, then this adjustment should be 411 

eliminated from the CWC calculation entirely. 412 

G. 401K Match 413 

Q. AG/AARP witnesses Effron and Brosch include in their rebuttal testimony an 414 

adjustment to CWC based on a longer lead time for a portion of the 401K match 415 

amount.  Do you agree with this proposal? 416 

A. Yes, I agree in theory with a longer lead time but I do not agree with the amount that 417 

Mr. Effron and Mr. Brosch have used.  I also agree that the lead for this particular item is 418 

longer than that of the Employee Benefits – Other lead that I used in my original 419 

calculations.  I have recalculated the lead for this item and have included it in my CWC 420 

calculations and it is now shown on a separate line in ComEd Ex. 25.1.  However, 421 

Mr. Effron incorrectly used the full amount of the 401K match, but part of that amount is 422 

capitalized and would not impact CWC.  The expense amount is $2,654,000 and I have 423 

included that amount in the CWC calculations.  That amount was also properly removed 424 

from the original Employee Benefits – Other amount. 425 

Q. Are there any other changes that are being made to the Employee Benefits – Other 426 

amount in rebuttal? 427 

A. In responding to certain AG data requests, ComEd notified me that the original number 428 

that I used in my CWC calculations for Employee Benefits – other had been revised in 429 
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rebuttal.  The original amount I used was $52,652,000 and the corrected amount is 430 

$52,534,000 or a decrease of $118,000.  The correct amount of $52,534,000, reduced for 431 

the 401K amount described above, has been used in my surrebuttal CWC calculation in 432 

ComEd Ex. 25.1. 433 

H. Impact of Current and Deferred Income Taxes 434 

Q. In your rebuttal, you made a change regarding how you handled the current and 435 

deferred income taxes.  Did any of the parties provide rebuttal testimony or take 436 

issue with your proposed treatment? 437 

A. No.  I have reviewed the rebuttal testimony of AG/AARP witnesses Brosch and Effron, 438 

CUB witness Smith, IIEC witness Gorman and Staff witness Kahle and none of them 439 

included any rebuttal testimony regarding the proposal I made in rebuttal. 440 

Q. Have you also reviewed the CWC calculations attached to the rebuttal testimony of 441 

Mr. Brosch and Mr. Kahle with respect to their treatment of the negative current 442 

and deferred income taxes? 443 

A. Yes, while not addressed in testimony, it appears that Mr. Brosch’s calculation of the 444 

current and deferred taxes are in agreement with ComEd’s proposal. 445 

Q. What about Mr. Kahle’s calculation? 446 

A. Mr. Kahle has not addressed the issue in his calculations either.  As I indicated in my 447 

rebuttal testimony this treatment of the negative current income taxes and the applicable 448 

deferred taxes is necessary to properly exclude the amounts of negative current taxes 449 

because they are not a cash outflow in 2010 and should have no impact on CWC.  The 450 

final Order in this proceeding should include ComEd’s treatment of this item. 451 
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I. Staff’s Cash Working Capital Calculation 452 

Q. Have you reviewed Staff’s CWC calculation (ICC Staff Ex. 15.0, Schedule 15.01) 453 

and do you have any comments? 454 

A. Yes, there are three areas that require comment and correction.  First, as described above 455 

in section H, Mr. Kahle did not address my proposal for handling the negative current 456 

state and federal income taxes and related deferred income taxes.  His calculation of 457 

CWC has not included that proposal and therefore the impact of the negative current state 458 

and federal income taxes in his calculation is incorrect and has reduced the CWC amount 459 

by $9,178,000.  Mr. Kahle’s treatment of this item should not be adopted by the ICC in 460 

its final Order.  Second, on page 2 of 3 of Schedule 15.01, on line 17 Mr. Kahle has 461 

eliminated a payroll expense in the amount of $231,425 from the total operating expense 462 

amount that is carried over and shown on page 1.  The amount of $231,425 has been 463 

reduced by the vacation pay amount of $28,995 (page 3 of 3 of Schedule 15.01).  By 464 

eliminating this amount from the payroll number and not including a separate amount of 465 

$28,995 as an elimination in the calculation of the other Operations and Maintenance 466 

amount on page 2 and carried over and shown on page 1 of Schedule 15.01, he has 467 

double counted the impact of the Incentive Pay in the outflows being shown on page 1.  468 

This treatment is incorrect and has reduced the CWC amount by $5,308,000.  469 

Mr. Kahle’s treatment of this item needs to be corrected in the final Order issued by the 470 

ICC.  Third, the summed amount for total outlays, column b, line 32 of Schedule 15.01, 471 

page 1 is a sum of lines 8 through 31 and should be a sum of lines 7 through 31.  This 472 

should also be corrected in the final Order issued by the ICC.  This formula does not 473 

impact the calculation of the CWC amount but should be made for presentation purposes. 474 
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J. Revised Cash Working Capital Amount 475 

Q. Have you prepared an exhibit using ComEd’s revenues and expenses as updated in 476 

the surrebuttal testimony being filed in this proceeding and reflecting the 477 

adjustment described in your surrebuttal testimony? 478 

A. Yes, I have prepared ComEd Ex. 25.1, which shows the amount of CWC calculated 479 

based on surrebuttal.  The amount of CWC being requested based on the surrebuttal filing 480 

is $38,138,000 or a reduction of $1,669,000 from the amount requested in rebuttal 481 

ComEd Ex. 16.6.  ComEd Ex. 25.1 is summarized below. 482 

Line Description 
CWC 

Requirements 
 (A) (B) 
   
1 REVENUE LAGS $164,086,000 
2 EXPENSE LEADS $(165,600,000) 
3 OTHER NON REVENUE, NON EXPENSE ITEMS – CASH INFLOW $87,690,000 
4 OTHER NON REVENUE, NON EXPENSE ITEMS – CASH OUTFLOW $(47,782,000) 
5 NON-AFUDC CONSTRUCTION WORK IN PROGRESS (CWIP) $(256,000) 

6 
CASH WORKING CAPITAL REQUIREMENT = 
Col (B) Line 1 – Col (B) Line 2 + Col (B) Line 3 – Col (B) Line 4 – Col (B) Line 5 $38,138,000 

   

 483 

Q. Does this conclude your surrebuttal testimony? 484 

A. Yes. 485 


