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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. What is your name and business address? 3 

A. My name is Martin G. Fruehe.  My business address is Commonwealth Edison Company, 4 

Three Lincoln Centre, Oakbrook Terrace, Illinois 60181. 5 

Q. Are you the same Martin G. Fruehe who submitted direct and rebuttal testimony on 6 

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

A. Yes. 8 

B. Purpose of Testimony 9 

Q. What is the purpose of your surrebuttal testimony? 10 

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

Commerce Commission Staff (“Staff”) witnesses Theresa Ebrey, Scott Tolsdorf and 12 

Richard Bridal, Attorney General/AARP (“AG/AARP”) witnesses Michael Brosch and 13 

David Effron, Citizen’s Utility Board (“CUB”) witness Ralph Smith, and Illinois 14 

Industrial Electric Consumers (“IIEC”) witness Michael Gorman. 15 

C. Identification of Exhibits 16 

Q. What exhibits are attached to and incorporated in your surrebuttal testimony? 17 

A. The exhibits attached to my testimony are: 18 

1. ComEd Exhibit (“Ex.”) 22.1 consists of a complete replacement of the schedules 19 

and appendices provided in ComEd Ex. 13.1 (and previously 4.1 and 4.3) in 20 

support of ComEd’s updated revenue requirement. 21 
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2. ComEd Ex. 22.2 consists of a complete replacement of the workpapers ComEd 22 

provided in ComEd Ex. 13.2, 4.2, and 4.4 that support the schedules and 23 

appendices presented in ComEd Ex. 22.1. 24 

3. ComEd Ex. 22.3 consists of a complete replacement of the Part 285 schedules 25 

provided in ComEd Ex. 13.3, 4.5, and 4.7. 26 

4. ComEd Ex. 22.4 consists of a complete replacement of the workpapers provided 27 

in ComEd Ex. 13.4, 4.6 corr., and 4.8 that support the Part 285 schedules 28 

presented in ComEd Ex. 22.3. 29 

5. ComEd Ex. 22.5 includes documentation supporting ComEd’s charitable 30 

contributions. 31 

6. ComEd Ex. 22.6 includes documentation supporting ComEd’s 2011 estimated 32 

residential kWh sales and billing determinants.  33 

7. ComEd Ex. 22.7 contains responses to various data requests referred to in my 34 

surrebuttal testimony.  35 

8. ComEd Ex. 22.8 contains a complete list of all documents that have been attached 36 

to my direct, rebuttal, and surrebuttal testimony that support ComEd’s revenue 37 

requirement.  The list indicates which documents have been updated in each 38 

round of testimony. 39 

D. Summary of Conclusions 40 

Q. Please summarize the conclusions in your surrebuttal testimony. 41 

A. In summary, I present ComEd’s updated revenue requirement, rate base, operating 42 

expenses, and in addition conclude the following: 43 
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1. Mr. Effron, Mr. Smith, and Mr. Gorman’s proposals regarding accumulated 44 

deferred income taxes (“ADIT”) associated with 2011 projected plant additions 45 

remain inappropriate and should be rejected. 46 

2. Mr. Effron’s recommendation that the funds provided by the accrual for the 47 

401(k) match should be recognized in rate base is reasonable and ComEd has 48 

reflected this adjustment.  49 

3. Mr. Effron and Mr. Bridal’s positions on the ADIT related to the reserve for bad 50 

debt are improper and should be rejected. 51 

4. Mr. Bridal and ComEd agree that the inclusion of FIN 47 related ADIT is 52 

appropriate. 53 

5. In order to limit the issues in this case, ComEd has removed the ADIT related to 54 

vacation pay reserve from its rate base calculation in accordance with Mr. 55 

Effron’s alternative recommendation. 56 

6. Mr. Effron and Mr. Smith’s proposals to reduce rate base by including the 57 

operating reserve for accrued incentive compensation pay are improper and 58 

should be rejected.  Staff’s characterization of the reserve related to incentive pay, 59 

as set forth by Mr. Bridal, is also incorrect. 60 

7. Similarly, intervenor arguments to reduce rate base by including the operating 61 

reserve for accrued vacation pay should also be rejected. 62 

8. Mr. Bridal’s adjustments to ComEd’s original cost finding should be rejected. 63 

9. Ms. Ebrey, Mr. Brosch, and Mr. Smith’s suggested changes regarding restricted 64 

stock compensation should be rejected. 65 
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10. While Ms. Ebrey provides a more reasonable position than Mr. Smith with regard 66 

to her conclusion that ComEd’s Annual Incentive Program (“AIP”) incentive 67 

compensation recovery should not be capped at 100% of target, her position that 68 

ComEd’s recovery should be capped at the previously applicable net income 69 

limiter amount should be rejected.  Moreover, Mr. Brosch and Mr. Smith’s 70 

position on Exelon Business Service Company incentive compensation, and Ms. 71 

Ebrey’s adoption of that position, should be rejected. 72 

11. Mr. Brosch and Mr. Smith’s positions on perquisites and awards should be 73 

rejected.  In the event that the Illinois Commerce Commission (“ICC” or 74 

“Commission”) accepts them, however, Ms. Ebrey and ComEd agree that my 75 

proposed revision to App 7 should be accepted. 76 

12. Mr. Tolsdorf and Mr. Smith’s positions on charitable contributions should be 77 

rejected. 78 

13. Mr. Tolsdorf’s recommended disallowances regarding advertising expenses 79 

should be rejected. 80 

14. Mr. Smith’s proposals regarding amortization of the Illinois Electric Distribution 81 

Tax Credit should be rejected. 82 

15. If the Commission accepts Staff’s position, my additional proposed adjustment 83 

regarding uncollectible costs should be accepted. 84 

16. Mr. Effron’s proposal regarding updating billing determinants for customer 85 

growth should be rejected. 86 

17. ComEd has corrected an input error in its cost of long-term debt schedules.  This 87 

change corrected an input and had no impact to the cost of long-term debt. 88 
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II. Delivery Service Revenue Requirement 89 

Q. Have you updated ComEd’s ICC-jurisdictional delivery service revenue 90 

requirement? 91 

A. Yes.  Based upon the changes discussed later in my testimony, ComEd’s updated 92 

delivery service revenue requirement is $2,024,932,000. 93 

III. Rate Base 94 

A. Total Rate Base 95 

Q. Have you updated ComEd’s total rate base? 96 

A. Yes.  Several adjustments to ComEd’s rate base are discussed in my surrebuttal testimony 97 

and Kathryn Houtsma’s surrebuttal testimony (ComEd Ex. 21.0), in addition to the 98 

adjustments to Cash Working Capital described in the surrebuttal testimony of John 99 

Hengtgen (ComEd Ex. 25.0).  After making these changes, ComEd’s total rate base is 100 

$6,600,997,000. 101 

B. Accumulated Deferred Income Taxes 102 

1. 2011 Plant Additions 103 

Q. Have any parties revised their positions regarding the Accumulated Deferred 104 

Income Taxes “ADIT” associated with the 2011 plant additions? 105 

A. No.  AG/AARP witness David Effron, CUB witness Ralph Smith and IIEC witness 106 

Michael Gorman continue to advocate for an inclusion of the projected ADIT associated 107 

with the projected plant additions. 108 

Q. Has AG/AARP witness Mr. Effron raised any new evidence or presented any 109 

arguments differing from his direct testimony? 110 
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A. Mr. Effron has not presented any new arguments, other than stating that I did not present 111 

any material ADIT offsets to the 2011 projected plant additions in support of my 112 

argument that Mr. Effron is simply focusing on one aspect of the change in ADIT.  While 113 

I agree with Mr. Effron that the 2011 plant additions will be the most significant change 114 

to ADIT, the intention of my argument was to point out that there are many changes to 115 

ADIT which occur every year, and, along with the ADIT associated with the plant 116 

additions, all ADIT will be reconciled the following year. 117 

Q. Does CUB witness Mr. Smith present any new evidence or arguments that the 118 

estimated ADIT associated with the projected plant additions be included? 119 

A. Mr. Smith did not address this issue in his direct testimony, but in rebuttal agrees with 120 

AG/AARP witness Mr. Effron that ADIT should be reflective of an estimate related to 121 

the projected plant additions.  Mr. Smith argues that “because the tax law provides the 122 

opportunity for 100 percent bonus tax depreciation on qualifying assets, this is a 123 

significant omission and if not adjusted will overstate rate base for the inception rates for 124 

the ComEd Formula Rate Plan” and this adjustment “should help minimize the 125 

differences in the reconciliation phase for 2011.”  Smith Reb., CUB Ex. 3.0, 32:687-90, 126 

32:697-98.  Mr. Smith also points out that a 50% bonus depreciation rate will be 127 

available for 2012.  Id., 31:674-75. 128 

Q. How do you respond to Mr. Smith? 129 

A. In my rebuttal testimony, I described the reasons that I believe this is not only 130 

unnecessary, but is not in accordance with 220 ILCS 5/16-108.5(c)(6) which addresses 131 
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which amounts should be forecasted for the plan year.  ADIT is not included in these 132 

amounts.  133 

Q. Does IIEC witness Mr. Gorman present any new evidence or argument regarding 134 

this issue? 135 

A. No.  Mr. Gorman essentially raises the same issue as Mr. Effron, noting that I did not 136 

present any material ADIT offsets that related to projected plant additions.  I have already 137 

addressed this issue above.  138 

Q. Have any other parties stated a position on this issue? 139 

A. Yes.  Staff witness Mr. Bridal has stated that he agrees with ComEd on this issue.  In 140 

particular, Mr. Bridal notes:  “However, while I am not an attorney, I do not believe 141 

Section 16-108(c)(6) allows for the roll-forward of ADIT related to projected plant 142 

additions.  The Act specifically provides for the use of data based on its most recently 143 

filed FERC Form 1, plus projected plant additions and correspondingly updated 144 

depreciation reserve and expense.  The Act is silent regarding correspondingly updated 145 

ADIT.”  Bridal Reb., Staff Ex. 16.0, 21:461-65.   146 

Q. How do you respond to Mr. Bridal? 147 

A. While I am also not an attorney, I completely agree with Mr. Bridal’s interpretation of 148 

Section 16-108.5(c)(6) and believe it precludes the inclusion of estimated ADIT.  149 

2. 401(k) match 150 

Q. In his rebuttal testimony, AG/AARP witness Mr. Effron recommends that “If the 151 

balance of ADIT is included in rate base, then the funds provided by the accrual for 152 
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the 401(k) match should also be recognized in the calculation of the delivery services 153 

rate base.”  Do you agree? 154 

A. Yes.  ComEd has reflected funds provided by the accrual in its cash working capital 155 

analysis and the ADIT in rate base.  In ComEd Ex. 25.0, Mr. Hengtgen discusses the 156 

appropriate application to cash working capital. 157 

Q. Do any other parties take a position on this issue?  158 

A. Yes.  Staff witness Mr. Bridal agrees that the ADIT related to the 401(k) match should be 159 

included in rate base.  He also notes:  “Unlike the situations with accrued incentive pay 160 

and accrued vacation pay, ComEd’s response to AG DR 9.04 indicates  there is not a 161 

constant balance associated with the reserve for 401(k) match, showing that the balance is 162 

reset to zero in January.  As such, it does not appear that there is a constant non-investor 163 

source of funds that should be deducted from rate base.”  Bridal Reb., Staff Ex. 16.0, 164 

23:500-05. 165 

Q. Do you agree with Mr. Bridal’s assessment of the reserve balances? 166 

A. While I agree with Mr. Bridal that the 401(k) reserve balance is reset to zero and is not a 167 

constant non-investor supplied source of funds, I believe he is mistaken regarding his 168 

characterization of the reserve related to incentive pay being different. 169 

Q. How is his characterization of the reserve related to incentive pay incorrect? 170 

A. The reserve for incentive pay is very similar to that of the 401(k) match as it is accrued 171 

over the course of a year and paid to employees early in the next year.  As the next year 172 

progresses, the reserves for both are adjusted to reflect anticipated pay outs.  This 173 

similarity can be seen by reviewing ComEd’s Data Request Responses to AG 5.05 and 174 
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AG 9.04, attached to my surrebuttal testimony in ComEd Ex. 22.7.  Because both reserve 175 

balances begin with essentially $0 and build up over the course of the year, neither has a 176 

constant balance and neither is a constant non-investor source of funds that could support 177 

investments in rate base. I will address this issue further in my testimony under section 178 

III(C)(1) below. 179 

3. Reserve for Bad Debt 180 

Q. Does Mr. Effron further address the issue of the allocation of the ADIT related to 181 

the provision for bad debt in his rebuttal testimony? 182 

A. Yes.  Mr. Effron notes that there is no explicit prohibition in either ComEd’s transmission 183 

revenue requirement or Rider PE regarding the recovery of the ADIT asset related to bad 184 

debt.  What Mr. Effron fails to address is why he believes it is appropriate to include the 185 

late payment charges revenues associated with supply in the delivery services revenue 186 

requirement (as Mr. Brosch successfully argued for in ICC Docket No. 10-0467), but not 187 

the ADIT associated with supply related bad debt.  As I have previously explained, the 188 

allocation issue is the same and they should be treated consistently. 189 

Q. Do any other parties take a position on this issue? 190 

A. Yes.  Staff witness Mr. Bridal states:  “The company has not provided any reason why 191 

ADIT should not be assigned using the same method that was applied to the uncollectible 192 

expense that gave rise to it” and recommends that the revenue allocator be applied to the 193 

ADIT associated with the bad debt reserve rather than 100% assignment to delivery 194 

services.  Bridal Reb., Staff Ex. 16.0, 25:531-39.  Although he seems to be adamant that 195 

this cost should not be recovered through delivery service, Mr. Bridal fails to suggest 196 

how ComEd should actually recover this cost. CUB witness Mr. Smith also addressed the 197 
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issue in his rebuttal testimony, but did not add any additional arguments.  Smith Reb., 198 

CUB Ex. 3.0, 15:287:93. 199 

Q. Do you agree with Mr. Bridal’s position? 200 

A. No.  While I agree with the overall goal of proper cost allocation, I believe that, in this 201 

particular instance, it would be reasonable to fully address this issue in a delivery service 202 

docket rather than revisit the issue again in another proceeding, such as Rider PE.  Ms. 203 

Houtsma presents a similar argument in her surrebuttal testimony in response to Staff 204 

witness Knepler’s proposal to included production wages in the calculation of the wages 205 

and salaries allocator.  Both of these positions will result in either “trapped” and 206 

potentially unrecovered costs or unnecessarily complicated Rider PE reconciliations.  I 207 

also believe that Mr. Bridal is being somewhat inconsistent as he does not address the late 208 

payment charge allocation mix-match issue, which I discussed thoroughly in my rebuttal 209 

testimony. 210 

4. FIN 47 211 

Q. Do any parties discuss the inclusion of the FIN 47 related ADIT asset in rate base? 212 

A. Yes.  Staff witness Mr. Bridal addresses the issue in his rebuttal testimony and agrees 213 

with ComEd that the inclusion of the FIN 47 related ADIT should be included in rate 214 

base as the operating reserve is also included in rate base.  Bridal Reb., Staff Ex. 16.0, 215 

27:580-89. 216 

5. ADIT Related to the Vacation Pay Reserve 217 

Q. Does ComEd still advocate for the inclusion of the ADIT related to the Vacation Pay 218 

Reserve in rate base? 219 
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A. As AG/AARP witness Mr. Effron has pointed out, the adjustment to cash working capital 220 

for vacation pay is relatively minor as compared to the ADIT associated with the vacation 221 

pay reserve.  Given that, and in order to limit the issues in this case, ComEd has removed 222 

the associated ADIT from its rate base calculation.  ComEd Ex. 22.2, WP 4, page 1, line 223 

6.  It should be noted that if the Commission were to agree with Mr. Effron on the issue 224 

of including the operating reserve associated with accrued vacation pay in rate base, then 225 

the associated ADIT should be included in rate base.  226 

C. Operating Reserves 227 

1. Accrued Incentive Compensation Pay 228 

Q. Do any parties continue to advocate for the inclusion in rate base of the operating 229 

reserve related to accrued incentive compensation pay? 230 

A. Yes.  AG/AARP and CUB continue to advocate for this adjustment to rate base.  Staff on 231 

rebuttal has accepted the AG/AARP adjustment methodology. 232 

Q. What is your understanding of AG/AARP’s position? 233 

A. AG/AARP witness Mr. Effron makes note of the fact that ComEd has adjusted its cash 234 

working capital study to recognize a longer lead in payment associated with incentive 235 

compensation, but he does not believe ComEd has completely addressed this issue, and 236 

recommends that the accrued liability for the capitalized portion of the incentive pay be 237 

included in operating reserves and that the ADIT debit balance related to incentive pay 238 

should be reduced to be in synchronization with the balance of the accrued incentive pay 239 

recognized in the determination of rate base.  Effron Reb., AG/AARP Ex. 4.0, 3:67-240 

5:101. 241 
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Q. Why does Mr. Effron believe that the ADIT debit balance related to incentive 242 

compensation pay should be reduced and synchronized? 243 

A. Mr. Effron opines that the reduction to cash working capital is only related to the expense 244 

portion of incentive pay and that the portion related to capital and charged to plant 245 

accounts is not addressed.  246 

Q. Why is a portion of incentive pay capitalized? 247 

A. Similar to base payroll, a portion of incentive pay is capitalized as it is part of the 248 

compensation costs of employees who performed work on a capital project.  In order to 249 

properly account for the total cost of the project, incentive pay is included in the total 250 

amount capitalized. 251 

Q. How do you respond to Mr. Effron? 252 

A. I do not agree with Mr. Effron’s reduction to the ADIT balance as his description of 253 

certain amounts as “capitalized and charged to plant accounts” (Effron Reb., AG/AARP 254 

Ex. 4.0, 6:129) is not accurate.  Capital investments are first recorded as construction 255 

work in progress (“CWIP”) of which only a very small portion (approximately $6 million 256 

which does not accrue AFUDC) is included in ComEd rate base.  As such, ComEd is not 257 

earning a return on the capitalized amount and the accrued liability related to the capital 258 

portion should not be deducted from rate base nor should the ADIT balance be reduced.  259 

Q. Does CUB witness Mr. Smith provide any new arguments? 260 

A. No.  Mr. Smith also adopted Mr. Effron’s position. 261 
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2. Accrued Vacation Pay 262 

Q. Does ComEd still advocate its same position regarding the exclusion of the operating 263 

reserve for accrued vacation pay from rate base? 264 

A. Yes.  The operating reserves related to accrued vacation pay should not be included in 265 

rate base for the reasons I discussed in my rebuttal testimony.  In brief, the reserve is 266 

short term in nature and is not a source of funds that can be used to support rate base 267 

investments.  268 

Q. Do you have any other reasons the operating reserve for accrued vacation pay 269 

should not be included in rate base? 270 

A. Yes.  Delivery service rates reflect one year of vacation pay, just as they reflect one year 271 

of salaries and wages.  They do not reflect two years’ worth – one year of expense and 272 

one year reserved.  This liability is simply the recognition, on December 31st each year, 273 

that it is highly likely that employees will return to work the following year and be 274 

granted vacation pay.  It is not a source of funds that support rate base.  275 

D. Original Cost Finding 276 

Q. Has ComEd revised its request for an original cost finding from its rebuttal 277 

position? 278 

A. No.  ComEd’s request for an original cost finding remains at $14,426,332,000. 279 

Q. Has Staff witness Mr. Bridal revised his calculation of ComEd’s original cost rate 280 

base? 281 

A. Yes.  Mr. Bridal has revised his calculation based upon the issues with ComEd’s initial 282 

calculation that I addressed in my rebuttal testimony (ComEd Ex. 13.0, 16:338-17:52).  283 
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He also removed his adjustment for non-AFUDC CWIP, but continues to advocate for 284 

reductions he supported in his direct testimony related to General and Intangible plant 285 

allocations, Staff’s proposed change to the wages and salaries allocator, capitalized 286 

incentive costs, and capitalized perquisites and awards.  287 

Q. Do you agree with Mr. Bridal’s adjustments to the original cost finding? 288 

A. No.  The underlying issues are addressed further in my testimony as well as Ms. 289 

Houtsma’s. 290 

IV. Operating Expenses 291 

A. Total Operating Expenses 292 

Q. Have you updated ComEd’s delivery service operating expenses? 293 

A. No.  ComEd’s delivery service operating expenses as described in my rebuttal testimony 294 

have not changed.  ComEd’s total operating expense is $1,423,932,000. 295 

B. Restricted Stock Compensation 296 

Q. Do any parties still challenge the inclusion of restricted stock compensation in 297 

ComEd’s revenue requirement? 298 

A. Yes.  Staff witness Ms. Ebrey, AG/AARP witness Mr. Brosch, and CUB witness 299 

Mr. Smith still contend that ComEd should not be allowed to recover its restricted stock 300 

compensation. 301 

Q. Have any of the other parties raised any new issues regarding this matter? 302 

A. No.  303 
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Q. Have you addressed their concerns about the restricted stock program in your 304 

rebuttal testimony? 305 

A. Yes.  In my rebuttal testimony, I explained the rationale behind the program, which is a 306 

deferred compensation program, and how it benefits customers.  307 

C. Incentive Compensation 308 

Q. Have any other parties revised their positions regarding recovery of ComEd’s AIP 309 

costs? 310 

A. Yes.  In her rebuttal testimony, Staff witness Theresa Ebrey has taken a new position on 311 

this issue.  312 

Q. Please explain your understanding of Ms. Ebrey’s rebuttal position on ComEd AIP. 313 

A. In her rebuttal testimony, Ms. Ebrey agrees with one of the positions discussed by CUB 314 

witness Mr. Smith.  In particular, she states:  “While I do not agree that the AIP should be 315 

limited to 100% of target levels, I do share Mr. Smith’s concern with the reason behind 316 

increasing the net income limiter by 10%” (Ebrey Reb., Staff Ex. 13.0, 18: 400-02) and 317 

describes the cap as a “moving target in the operation of the net income limiter.”  Id., 318 

18:404-05.  Finally, she states:  “Shifting money from one plan to another with different 319 

performance metrics, and in effect circumventing ‘protections’ that are built into the plan, 320 

renders those ‘protections’ ineffective.”  Id., 18:414-19:416. 321 

Q. How do you respond? 322 

A. I believe that Ms. Ebrey provides a more reasonable position regarding this issue than 323 

Mr. Smith and agree with Ms. Ebrey that recovery of ComEd’s AIP should not be capped 324 

at 100% of target, for the reasons I provided in my rebuttal testimony.  Under this 325 
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scenario, both customers and employees will benefit if performance is above the target 326 

level, and if performance is below target, rates will reflect a lower amount of AIP.  327 

However, I still do not agree with her position that ComEd should be allowed to recover 328 

only the amount up to the previous net income limiter cap of 102.9%.  While I have also 329 

addressed this issue in my rebuttal testimony, I will reiterate that as a result of change to 330 

the net income limiter, rates will be reflective of amounts that would have been included 331 

had the net income limiter not been in effect, and the performance metrics upon which 332 

the AIP is based have been determined by the Commission to benefit customers.  333 

Commonwealth Edison Co., ICC Docket No. 10-0467, Final Order (May 24, 2011) at 65.  334 

Additionally, what Ms. Ebrey describes as “shifting of money from one plan to another 335 

with different performance metrics, and in effect circumventing ‘protections’” is not 336 

accurate.  Ebrey Reb., Staff Ex. 13.0, 18:414-19:416.  As shown in ComEd Ex. 4.9, page 337 

18, the Long Term Incentive Program (“LTIP”) plan from which the funds were “shifted” 338 

also has performance metrics that were determined by the Commission to benefit 339 

customers in the same docket referenced above.  This “shifting” of money from one plan 340 

to another did not result in any greater total payout than what would have occurred had it 341 

not been shifted.  ComEd simply chose to increase the reward to less senior employees 342 

and decrease the award to more senior employees.  343 

Q. Did any other parties provide new arguments against the recovery of ComEd AIP 344 

above 100% of target levels? 345 

A. No, but CUB witness Mr. Smith reiterates his belief that limiting recovery of ComEd AIP 346 

to 100% is “consistent with Commission practice.”  Smith Reb., CUB Ex. 3.0, 19:373-75.  347 

His logic is skewed.  As I discussed in my rebuttal testimony, the Commission allowed 348 
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recovery of 100% of ComEd’s AIP during a time when stated, or fixed, rates were in 349 

effect for a number of years.  Mr. Smith has presented no evidence that the Commission 350 

has limited recovery to 100% of target.  351 

Q. Did Ms. Ebrey revise her position on any other issues related to incentive 352 

compensation? 353 

A. Yes, Ms. Ebrey has also revised her position related to the recovery of incentive 354 

compensation costs of Exelon Business Service Company (“BSC”) to coincide with 355 

AG/AARP witness Mr. Brosch and CUB witness Mr. Smith.  356 

Q. Does Mr. Ebrey raise any new arguments related to this issue? 357 

A. No.  358 

Q. Have you addressed this issue in your rebuttal testimony? 359 

A. Yes.  360 

D. Perquisites and Awards 361 

Q. Have any parties taken any new positions in regards to the recovery of ComEd’s 362 

perquisites and awards expenses? 363 

A. Yes.  Although she has not changed her position in regards to the adjustment to normalize 364 

the amount of retention awards included in ComEd’s revenue requirement, Staff witness 365 

Ms. Ebrey advocates for the revision to the formula rate that I suggested in my rebuttal 366 

testimony.  In her rebuttal testimony, she states:  “if the Commission approves this 367 

adjustment, revisions should be made to App 7 of the formula rate template included in 368 

the proposed tariffs.  I am not opposed to those revisions as they would make the 369 

recoverable amounts more transparent.”  Ebrey Reb., Staff Ex. 13.0, 21:461-64. 370 
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Q. Have any other parties raised any new arguments related to the recovery of 371 

ComEd’s perquisites and awards expenses? 372 

A. While still advocating for their original positions, AG/AARP witness Mr. Brosch and 373 

CUB witness Mr. Smith do not agree with my proposal to revise the formula rate 374 

template to account for a normalized amount of retention awards – averaged over four 375 

years.  Rather Mr. Brosch and Mr. Smith advocate for only a reduction to the amount of 376 

retention awards to what they consider a “normal” level.  Brosch Reb., AG/AARP Ex. 377 

3.0, 34:754-62; Smith Reb., CUB Ex. 3.0, 25:534-26:559. 378 

Q. Do you agree with their position? 379 

A. No.  ComEd should be able to recover its reasonable and prudent expenses.  If the 380 

Commission determines that a normalized level, based upon the methodology allowed in 381 

ICC Docket No. 10-0467 be allowed, then my recommended adjustment should be 382 

allowed.  This is no different from past practice of allowing a normalized amount of 383 

storm expenses in the revenue requirement.  384 

E. Charitable Contributions 385 

Q. Does Staff witness Scott Tolsdorf in rebuttal continue to advocate for the 386 

adjustments he recommended in his direct testimony regarding the recovery of 387 

charitable contributions? 388 

A. Yes.  Mr. Tolsdorf continues to argue that ComEd’s charitable contributions be reduced 389 

for (1) the donation to the University of Wisconsin and (2) the contributions he believes 390 

do not meet his definition of public welfare.  Tolsdorf Reb., Staff Ex. 17.0, 2:34-5:97. 391 
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Q. Has Mr. Tolsdorf presented any new evidence or arguments that these contributions 392 

should be removed from ComEd’s revenue requirement? 393 

A. No.  394 

Q. Does Mr. Tolsdorf respond to Dr. Hemphill’s rebuttal testimony? 395 

A. Yes, but only to reiterate his position that the donation to the University of Wisconsin be 396 

disallowed.  Dr. Hemphill provides a response to Mr. Tolsdorf in his surrebuttal 397 

testimony (ComEd Ex. 20.0) regarding out of state donations.  398 

Q. Does Mr. Tolsdorf respond to your rebuttal testimony? 399 

A. No.  Although I provided approximately four pages of testimony and two exhibits 400 

explaining why the donations Mr. Tolsdorf believes should be disallowed are reasonable, 401 

prudent, meet the definition of public welfare, and are in sync with prior commission 402 

practice, Mr. Tolsdorf has chosen not to respond on the merits. 403 

Q. Do any other parties challenge ComEd’s inclusion of its 2010 charitable 404 

contributions in its revenue requirement? 405 

A. Yes.  CUB witness Mr. Smith advocates for the same adjustments to ComEd’s charitable 406 

contributions.  Smith Reb., CUB Ex. 3.0, 50:1101-51:1121. 407 

Q. Mr. Smith states that:  “ComEd has not demonstrated any benefit to ratepayers 408 

from either the directly incurred donations or from the affiliate charged donations.”  409 

How do you respond? 410 

A. Although I am not an attorney, my understanding of Section 9-227 of the Act does not 411 

require a demonstration of customer benefits.  Even Mr. Smith acknowledges this in his 412 

rebuttal testimony (see Smith Reb., CUB Ex. 3.0, 47:1038-40).  Nevertheless, ComEd 413 
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Ex. 13.5 included with my rebuttal testimony provides explanations of how each 414 

organization provides benefits to the public, most of which are customers.  415 

Q. Upon what evidence did Mr. Smith base his decision that certain charitable 416 

contributions should not be recovered? 417 

A. Mr. Smith did not complete any analysis or review of his own.  He states:  “[b]ecause of 418 

resource constraints, although ComEd’s request for donations was a concern, CUB was 419 

not able to complete a detailed analysis of the donations for direct testimony, but believes 420 

there is substantial merit in the Staff proposed adjustment.”  Smith Reb., CUB Ex. 3.0, 421 

44:947-50. 422 

Q. Does Mr. Smith specifically identify any particular donations that should be 423 

disallowed? 424 

A. No.  425 

Q. Does he present any new arguments or rationale for disallowing recovery? 426 

A. Mr. Smith discussed how most utilities do not include charitable donations in their 427 

recoverable operating expenses.  While I have not investigated such cost recovery in 428 

other jurisdictions, his position here is irrelevant as Section 9-227 specifically allows for 429 

recovery of charitable donations.  430 

Q. Can you provide any other evidence that ComEd’s requested amount of charitable 431 

contributions is reasonable? 432 

A. Yes.  I have already provided a detailed list of the specific donations of which ComEd 433 

was allowed in prior cases compared with ComEd’s requested amount in this case as 434 

ComEd Ex. 13.6.  Also, attached to my surrebuttal testimony is ComEd Ex. 22.5 which 435 
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shows that the amount of charitable donations ComEd is requesting recovery of in this 436 

docket is actually less than the amounts that the Commission allowed in ComEd’s prior 437 

two rate cases.  438 

F. Advertising Expense 439 

Q. Does Staff witness Mr. Tolsdorf provide any additional arguments related to his 440 

recommended disallowed of ComEd’s advertising expenses? 441 

A. No.  Mr. Tolsdorf reiterates his overall position and clarifies his position regarding the 442 

Total Resource Cost test but offers no new arguments. 443 

Q. Has ComEd revised its position regarding the inclusion of the advertising costs in its 444 

revenue requirement? 445 

A. No.  446 

G. Illinois Electric Distribution Tax Credit Amortization 447 

Q. Please describe the circumstances under which ComEd recorded the unusual Illinois 448 

Electric Distribution Tax (“IEDT”) credit in 2010? 449 

A. The Illinois Department of Revenue (“IDOR”) does not have a standard schedule, 450 

however ComEd has historically received the IEDT credits two to three years after it has 451 

paid the tax for a particular year.  As described in greater detail in ComEd’s Data Request 452 

Response to AG 2.14 and ComEd’s Response to Staff Data Request JMO 4.01 (see 453 

ComEd Ex. 22.7), prior to 2010, ComEd recognized the IEDT credits as they were 454 

received from the IDOR.  In 2010, ComEd determined it was able to reasonably estimate 455 

the amount of tax credits it would receive for 2008 through 2010.  This amount, in total, 456 

was estimated to be $38,980,000 (Fruehe Dir., ComEd Ex. 4.2, WP 8, line 14) and was 457 
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recorded in accordance with Statement of Financial Accounting Concepts (CON 6) 458 

Elements of Financial Statements using the tax law and historical experience to derive the 459 

calculated amounts by year.  In other words, ComEd was able to estimate the amount of 460 

future credits and recorded an accrual as it was required to do under U.S. Generally 461 

Accepted Accounting Principles.  462 

Q. Did ComEd actually receive an IEDT credit of $38.98 million for the years 2008 463 

through 2010 in 2010? 464 

A. No.  465 

Q. What amount of IEDT credit did ComEd actually receive in 2010? 466 

A. ComEd received an IEDT credit of $15.7 million in 2010 for 2007. 467 

Q. Is the IEDT credit for 2007 reflected in ComEd’s 2010 revenue requirement? 468 

A. Yes.  469 

Q. Why did ComEd include one year’s amortization of the accrual for recognition of 470 

the future IEDT credits in its 2010 revenue requirement? 471 

A. As this amount was recorded in FERC form 1, ComEd believed it was required by 472 

Section 16-108.5(c)(4)(F) to include one year’s amortization of this accrual.  473 

Q. Will amortization of this accrual be included in ComEd’s reconciliation filing for 474 

2011 and subsequent filings? 475 

A. No.  Because the reconciliation filing will reconcile the actual costs incurred in 2011 to 476 

the revenue requirements in effect in 2011 (per Section 16-108.5(d)(1)), no 2010 costs 477 

will be reconciled.   478 
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Q. In his rebuttal testimony, CUB witness Mr. Smith states that:  “ComEd’s proposal 479 

to ignore the amortization of these credits in the 2011 reconciliation would result in 480 

ratepayers only receiving one-third of the benefit.”  Is he correct? 481 

A. No.  In future proceedings, ComEd will continue to include both the IEDT and the IEDT 482 

credit in its operating expenses, thus ratepayers will continue to receive the benefit of the 483 

IEDT credits and ComEd will recover the net tax due to the IDOR. 484 

Q. Are there any other examples of 2010 costs or credits that are being amortized in 485 

this initial proceeding that will not be reflected in the 2011 reconciliation 486 

proceeding? 487 

A. Yes.  As shown on Fruehe Dir., ComEd Ex. 4.2, WP 8, lines 1-8, ComEd amortized the 488 

June 18th, 2010, storm expenses of $11.1 million over a five-year period for the initial 489 

filing.  490 

Q. Does Mr. Smith recommend that amortization of the June 2010 storm expense be 491 

included in the 2011 reconciliation filing? 492 

A. No.  Mr. Smith has not made any recommendation regarding the continued amortization 493 

and recovery of this 2010 expense. 494 

Q. Does ComEd advocate the continued amortization of the June 2010 storm expense 495 

into the 2011 reconciliation proceeding? 496 

A. No.  Just as ComEd does not believe amortization of the 2010 accrual related to the IEDT 497 

credit should be included in future proceedings, neither should amortization of the 2010 498 

storm costs.  I would note, however, that if the Commission were to agree with Mr. 499 
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Smith’s position, then the 2010 storm cost amortization should be reflected in future 500 

filings as well.  501 

Q. Does CUB witness Mr. Smith continue to advocate for the three-year, rather than 502 

five-year, amortization of the IEDT credit? 503 

A. Yes.  Mr. Smith relies on his interpretation of Section 16-108.5(c)(4)(f) to advocate his 504 

position and the fact that the accrual recorded in 2010 was an estimate of three-years of 505 

future credits.  I addressed this issue in my rebuttal testimony.  Fruehe Reb., ComEd Ex. 506 

13.0, 37:785-38:804. 507 

H. Uncollectible Expense 508 

Q. Does Staff agree with your recommendation, that if the Commission accepts Staff’s 509 

proposal to recover all uncollectible costs through Rider UF, that the formula rate 510 

template should be revised to allow for the removal of uncollectible costs from the 511 

years included in the reconciliation calculations? 512 

A. In response to ComEd – Staff data request ComEd 6.05 (see ComEd Ex. 22.7), Staff 513 

witness Mr. Knepler agreed with ComEd stating:  “Mr. Knepler agrees that the actual 514 

uncollectible expense excluded from the formula rate revenue requirements should be 515 

excluded from the formula rate reconciliation.”  516 

Q. Did Mr. Knepler specifically address your proposal regarding removing 517 

uncollectible costs from the Return on Equity (“ROE”) Collar calculation as 518 

described in your rebuttal testimony? 519 

A. No, he did not address it, but this adjustment needs to be made as well or the data used to 520 

calculate the ROE collar calculation will be out of sync.  Specifically, the data used to 521 
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calculate the earned ROE will be out of sync with the data used to calculate the allowed 522 

ROE as one will include uncollectible costs and one will not. 523 

V. Other Issues 524 

A. Billing Determinants 525 

Q. In his rebuttal testimony, does AG/AARP witness Mr. Effron continue to advocate 526 

the position that billing determinants be updated for customer growth, while not 527 

proposing recognition of changes in usage? 528 

A. Yes.  Mr. Effron has selectively recommended that only billing determinants for 529 

customer growth be updated. 530 

Q. Does he raise any new issues? 531 

A. No.  Mr. Effron simply discusses how billing determinants under ComEd’s proposal 532 

would be applied in future filings.  Effron Reb., AG/AARP Ex. 4.0, 9:203-10:215. 533 

Q. Why is ComEd proposing to apply historical, weather-normal billing determinants? 534 

A. ComEd is advocating this position because it is in accordance with Section 16-535 

108.5(c)(4)(H).  536 

Q. Does Mr. Effron make reference to this section of the act? 537 

A. No.  538 

Q. Have you reviewed ComEd’s residential 2011 kWh billing determinants? 539 

A. Yes.  ComEd was able to estimate the 2011 weather-normal and actual residential kWh 540 

billing determinants.  As shown in ComEd Ex. 22.6, 2011 residential weather-normal 541 

billing determinants decreased by 0.7% and the 2011 residential actual billing 542 
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determinants decreased by 2.0% over 2010.  Given this data, applying the 2011 billing 543 

residential determinants would likely increase residential rates resulting in the opposite 544 

effect Mr. Effron is advocating.  Mr. Effron’s recommendation to only update the billing 545 

determinants for change in customer count ignores the bigger picture of what change 546 

would be expected if total billing determinants were updated. 547 

B. Cost of Long Term Debt 548 

Q. Has ComEd made any revisions to its cost of long term debt schedules? 549 

A. Yes, as shown in ComEd Ex. 22.1, App 13, line 41, column D, and ComEd Ex. 22.3, 550 

page 2, line 5, column D, ComEd has changed the amount shown for the unamortized 551 

gain on reacquired debt from $213,064 to ($213,064).  This change corrected an input 552 

error and had no impact to the cost of long term debt.   553 

VI. Conclusion 554 

Q. Does this conclude your surrebuttal testimony? 555 

A. Yes. 556 


