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(§ 

Since the first reconciliation will involve looking at actual costs in 20 II, please explain why 
changes between 2010·actuals and 2011 actuals known today are not being considered in the 
revenue requirement proposed by the Company. Examples of such changes include changes in 
the 30-year U.S. Treasury Bond yield, tax rate changes, regulatory asset amortization, etc. 

RESPONSE: 

In preparing the initial filing, CornEd populated the formula with 20 I 0 data based on the 
direction in Section 16-1 OS.5(c)(6) of the Public Utilities Act that: 

The utility shall file, together with its tariff, fmal data based on its most recently 
filed FERC Form 1, plus projected plant additions and correspondingly updated 
depreciation reserve and expense for the calendar year in which the tariff and data 
are filed, that shall populate the performance-based formula rate and set the initial 
delivery services rates under the formula. 

Generally speaking, the performance-based formula rate approach using actual data as reported 
in theFERC Form I establishes a systematic approach that allows data to be updated for actual 
results at the same time (i.e. in the reconciliation that occurs in the following year). This will 
enhance the transparency of the formula rate-setting process and also eliminate the complexity of 
determining specifically which costs outside the historical year are "known" and should be 
updated, an area that has historically been the subject of much dispute. To the extent that 
"actual" in the filing year differ from the previous year's actual data, the resulting difference in 
the revenue requirement .will be reflected in rates in the year following the disposition of the 
reconciliation, and interest will be charged or credited, as appropriate. 

Finally, while in the instant proceeding there are areas for which actual cost information is 
available for the filing year, this is an aberrational event. In future years, the filing will be made 
in May when substantially less actual cost information for the filing year will be available. 
Therefore, if the formula is adjusted to reflect what we know in this instance, the process will not 
be applicable to future years when that information will not be known. 
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