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The People of the State of Illinois, by Attorney General Lisa Madigan, (“AG”) and 

AARP submit the following Exceptions and Initial Brief on Exceptions in response to the 

Proposed Order issued on May 1, 2012 (hereafter referred to as Proposed Order). 

A. Introduction  

The Proposed Order issued by the Administrative Law Judges (“ALJs”), with a few 

exceptions, fairly assesses the record evidence and correctly interprets new Section 16-108.5 of 

the Public Utilities Act (“the Act”), approved by the General Assembly last fall.  The Proposed 

Order, for example, correctly concludes that the jurisdictional allocation methods applied by the 

Commission in the Docket 10-0467 Order should be retained and adopts AG/AARP’s positions 

on important accounting issues that affect rates set both in this Order and in the annual 

reconciliation dockets that will follow for the next 10 years.  In particular, the Proposed Order’s 

rejection of ComEd’s proposal to incorporate a year-end rate base, rather than an average rate 

base, in annual reconciliations going forward demonstrates a careful assessment of both the 

statute and the evidence.   

AG/AARP do,  however, take exception to certain conclusions related to Cash Working 

Capital (“CWC”) in the Proposed Order that are not supported by the record evidence.  In 

particular, the Proposed Order’s adoption of ComEd’s arbitrary CWC methodology because it 

has been adopted in past Commission orders requires revisiting.  The evidence shows that rather 

than employ any kind of a data-based, cash flow analysis to determine when revenues actually 

are received by ComEd among the various customer categories, ComEd simply applied a random 

methodology that in no way examines accounts receivables and customer payment timelines. 

AG/AARP asks for the Commissions’ re-evaluation of those conclusions in accordance with the 

arguments set forth below. 
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In addition, AG/AARP propose clarifying language for the section dealing with ADIT on 

Vacation Pay in the Proposed Order. The Proposed Order adopted the Staff adjustment and that 

is properly reflected in Appendix A to the Proposed Order. The language in the Commission’s 

conclusion, however, requires clarification to reflect the fact that the Staff adjustment 

incorporated aspects of the AG/AARP proposal, as reflected in Appendix A. 

B. EXCEPTION NO. 1:  Cash Working Capital – Revenue Collection Lag 

 At page 43, the Proposed Order rejects AG/AARP expert Michael Brosch’s 

recommendation that the Commission order the Company to revise its estimated revenue 

collection lag method to (1) remove the uncollectible accounts portion of Accounts Receivables 

used in ComEd’s calculation, which represent receivables that will not be collected at all and 

therefore cannot impact the timing of ComEd’s cash flows, and (2) require the Company to 

conduct statistical samples of actual customer remittances, to determine the average number of 

days between collection date and the related prior billing dates.   

In doing so, the Proposed Order simply concludes: 

The Commission finds that the Company’s method of calculating 
payment lag is consistent with Commission practice.  ComEd used 
a midpoints methodology that is reasonable and that this 
Commission approved in Docket No. 10-0467, among other 
Dockets. …  
 

Proposed Order at 42.   

 This conclusion is flawed for several reasons.  First, the fact that this “midpoints” 

methodology has been approved by the Commission in other dockets does not support adoption 

of this methodology or the specific calculation details proposed by ComEd here.  Illinois courts 

have held that “decisions of the Commission are not res judicata.”  Commonwealth Edison 
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Company v. Illinois Commerce Comm’n, 405 Ill.App.3d 389, 937 N.E.2d 685 (Second Dist. 

2010), Rehearing Denied, Nov. 16, 2010.   The concept of public regulation requires that the 

Commission have power to deal freely with each situation that comes before it, regardless of 

how it may have dealt with a similar or even the same situation in a previous proceeding.  

Mississippi River Fuel Corp. v. Illinois Commerce Comm’n, 1 Ill.2d 509 (1953).  A record 

containing new evidence or argument that implicates a past decision compels reconsideration on 

the new record and may require a different result.  Id.   

As held by Illinois courts, the Commission may make a different determination if the 

evidence before it does not support the same result as in a previous case or supports a change in a 

prior Commission position.  The evidence in this record of the arbitrary and random assumptions 

employed by Mr. Hengtgen in calculating the Company’s CWC requirements, as well as the fact 

that this case will provide the template for evaluation of rate base and operating income expense 

items in formula rate proceedings in the future, demand that the Commission require the 

Company to be more precise in its calculation of CWC requirements.   No less than three 

witnesses concluded that the Company’s calculation of the revenue collections lag was arbitrary 

and results in overstated revenue collection lag day figures. 

The evidence shows ComEd witness Hengtgen never assessed the flow of accounts 

receivables and actual customer payments in his “evaluation” of CWC needs.  In fact, there was 

no evaluation per se.  Instead, rather than employ any kind of an analysis to determine when 

revenues actually are received by ComEd among the various customer categories, Mr. Hengtgen, 

with few exceptions, either simply selected the mid-point of each broadly defined Accounts 

Receivables aging interval or, after deducting the grace period  from each aging interval, created 

and selected the mid-point of the time remaining in each aging interval.  Tr. at 244.  In short, 
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neither Mr. Hengtgen nor ComEd actually measures how long it takes the Company to collect 

revenues from its customers.  Instead, the Company looks to a breakdown of its month-end 

Accounts Receivable balances by customer class and assigns, without any supporting analysis, 

arbitrarily assumed revenue collection dates to each grouping of aged receivable balances.  

AG/AARP Ex. 1.0 at 23.   

Mr. Hengtgen employed equally makeshift “grace period” assumptions, which cause 

several early aging categories of Accounts Receivable to arbitrarily deviate from consistent use 

of the Company’s mid-point assumptions that are employed elsewhere.  For example, ComEd 

assigns an assumed zero lag value to all residential balances 0-30 days old and assigns an 8 day 

value to small commercial and industrial (“SCI”) and large commercial and industrial (“LCI”) 

accounts falling within the same aging category.  Id. at 23-24. 

Yet, the Proposed Order is silent on the issue of the reasonability of these mid-point and 

grace period assumptions, and offers no assessment of the evidence in this record, except to note 

that the methodology is the same or similar to CWC proposals in other Commission dockets.  

The Proposed Order never addresses, for example, the fact that it is highly unlikely that all of the 

commercial customers in the SCI and LCI classes that pay their bills within 30 days also happen 

to elect to pay on exactly day number 8 in that aging group, as assumed by ComEd.  Mr. Brosch 

further testified that it is factually impossible for all the residential customers who pay within the 

first 30 days after their bills are rendered to have actually paid on day number zero, as assumed 

by ComEd.  AG/AARP Ex. 1.0 at 24.  These impossible or highly suspect mid-point and grace 

period assumptions made by ComEd were not explained or defended in this record and cannot 

reasonably be accepted in deference to past Commission orders where different facts may have 

existed. 
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Likewise, the Proposed Order never addresses Mr. Brosch’s evidence on the 

inappropriateness of including within the revenue collection lag calculation significant accounts 

receivables amounts that have been determined by ComEd to be uncollectible.  As pointed out in 

the AG/AARP Brief, extremely old receivables that have been outstanding more than 90 days are 

fully incorporated within the ComEd lead-lag study approach and contribute heavily to the 

Company’s estimated revenue collection lag.  See AG/AARP Initial Brief at 22.  ComEd’s 

calculations fail to acknowledge that a large percentage of these oldest Accounts Receivable 

balances will ultimately become uncollectible, be written off and not be collected at all.  This is 

problematic because there is no cash flow associated with a customer bill that is not paid, so the 

uncollectible portion of ComEd’s oldest receivable balances, which are never satisfied by 

customer remittances, can have absolutely no impact upon the Company cash flows or CWC 

requirements.   AG/AARP Ex. 1.0 at 25.  The inclusion of very old accounts receivable balances 

that have not been reduced to account for the uncollectible accounts therein has the effect of 

increasing the revenue collection lag portion of the CWC calculation, and thereby overstating the 

Company’s proposed CWC amount. 

Mr. Brosch revised the Company’s revenue collection lag calculations to remove the 

portion of Accounts Receivable that ComEd’s own analysis predicts will become uncollectible.  

In all other respects, he retained the Company’s arbitrary assumptions and mid-point methods 

that were used by ComEd.   With consideration of uncollectibles, the Company’s asserted overall 

revenue lag is reduced from 51.25to 46.08 days. [AG/AARP Ex. 3.4, columns (c) and (h)]  Mr. 

Brosch explained that it is necessary to remove the estimated uncollectible accounts from the 

Accounts Receivables aging data when estimating the revenue collection lag because, by 

definition, uncollectible accounts do not yield cash revenues.  AG/AARP Ex. 1.0 at 29.  The 
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Company collects no cash when an individual customer’s account balance is written off and 

removed from the Accounts Receivable balance on the books.  In place of these “lost” accounts 

receivable, ComEd is allowed to include uncollectibles expenses within its overall revenue 

requirement, so that the general body of ratepayers replace the revenue foregone by ComEd 

whenever individual customers do not pay for service.  ComEd’s reliance upon an aging analysis 

of Accounts Receivable balances that have not been reduced for the Company’s own estimates of 

uncollectibles is clearly unreasonable.  Id. at 30. 

The suggestion in the Proposed Order is that the Commission should simply follow its 

prior decision on this issue.  But reliance on previous decisions (Order of May 24, 2010, ICC 

Docket No. 10-0467, for example) is not supportable because the Commission’s  findings in 

prior cases contained very little substantive discussion of the specific issues presented in this 

Docket no. 11-0721.  As an example, Ameren Illinois Utilities (“AIC”), has previously employed 

the aged accounts receivable mid-point method in Docket Nos. 09-0306 consolidated, and this 

method was first rejected in the Commission’s Order dated April 29, 2010, but was later 

approved in the Order on Rehearing issued November 4, 2010.  With this cloudy prior precedent,  

AIC  recently submitted its formula rate filing, and made the specific reduction in its aged 

Accounts Receivables balance that Mr. Brosch proposes in this ComEd case.  As Mr. Brosch 

testified, in the pending AIC Docket No. 12-0001, the lead-lag study sponsored by Ameren 

witness David Heintz includes a reduction in the aged accounts receivable balance for estimated 

uncollectible factors.  Id. at 23.  A copy of Ameren’s workpapers is attached to Mr. Brosch’s 

Rebuttal testimony provided as AG/AARP Ex. 3.2.  Accordingly, incorporation of accounts 

receivables in CWC revenue collection lag studies is not consistently applied across all Illinois 

utilities.  At least one Illinois utility recognizes the that including uncollectible amounts in a 
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CWC revenue collection lag analysis is not supportable.   It is essential that the Commission 

evaluate revenue collection lag calculations based upon record evidence in each proceeding and 

not generically accept all utility calculations that vaguely resemble aged accounts receivable 

mid-point methods, as if the details of such calculations are unimportant. 

The revenue requirement impact of the revenue collection lag component of CWC cannot 

be understated.  Mr. Hengtgen confirmed that a single, one-day change in the revenue collection 

lag alters the CWC requirement by $4.9 million.  Tr. at 258-260.  This fact highlights the 

importance of requiring the Company to perform a more precise quantification of CWC 

requirements to ensure that ratepayers are not compensating the Company for a return on cash 

working capital funds that are in fact supplied by ratepayers not investors.  Indeed, ComEd’s 

arbitrary midpoint assumption methodology creates the very real possibility that rate base is 

significantly overstated given the timing of the Company’s actual cash flows.   

In its Order in ICC Docket No. 09-0306 (cons.), the Commission demonstrated a 

willingness to revisit an issue based on the record in front of it and what it termed its own 

“significant evolution” in understanding the issue of whether depreciation on embedded plant 

must be reflected in pro forma plant adjustments to rate base.  Despite previously ruling against 

intervenors’ position on this issue in several utility rate orders, the Commission reversed course 

and recognized that the intervenor position had been the correct one all along. (The Second 

District Appellate Court ultimately agreed when it reversed the Commission’s failure to 

recognize accumulated depreciation on embedded plant in ICC Docket No. 07-0566 (ComEd’s 

2007 rate case) in Commonwealth Edison Company v. Illinois Commerce Comm’n, 405 

Ill.App.3d 389, 937 N.E.2d 685 (Second Dist. 2010), Rehearing Denied, Nov. 16, 2010.) There, 

the Commission specifically recognized “the predominant weight of the evidence stands in 
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opposition to AIU‘s position on the issue.”  ICC Docket No 09-0306 (cons.) – Ameren Illinois 

Company, Proposed Increase in Rates, Order of April 29, 2010 at 30.   

 The evidence in this docket requires similar due diligence by the Commission to 

thoroughly assess the conclusions made by AG/AARP witness Brosch and others that the 

Company’s revenue collection lag methodology is significantly flawed – especially given the 

Company’s proposal to only study its CWC needs once every three years.  AG/AARP  urge the 

Commission to reconsider its conclusion on the Revenue Collection Lag element of its CWC 

conclusions and adopt Mr. Brosch’s recommendations to (1) remove the uncollectible accounts 

portion of Accounts Receivables used in ComEd’s calculation, which represent receivables that 

will not be collected at all and therefore cannot impact the timing of ComEd’s cash flows, and 

(2) require the Company to conduct statistical samples of actual customer remittances, to 

determine the average number of days between collection date and the related prior billing dates.   

Proposed Language 

 In accordance with the arguments presented above, the conclusion at page 42 of the 

Proposed Order should be modified as follows: 

The Commission finds that the Company’s method of 
calculating payment lag is consistent with Commission 
practice.  ComEd used a midpoints methodology that is 
reasonable and that this Commission approved in Docket 
No. 10-0467, among other Dockets.  However, the 
applicability of a revenue lag to EAC/REC and GRT/MUT, 
and other pass-through taxes, which is discussed in greater 
detail in the Section III.C.3.b of this Order shall also remain 
consistent with the Commission’s decision in Docket No. 10-
0467.   
The Commission finds that the Company’s use of arbitrary 
midpoint and grace period assumptions for calculating the 
company’s revenue collection lag is not supported by 
empirical evidence that ComEd’s vendor payments and 
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accounts receivables follow this assumed pattern.  In fact, 
ComEd witness Hengtgen testified that he never examined 
Company accounts receivables and vendor payment 
patterns.  Moreover, the Company’s inclusion in its revenue 
collection lag calculation of significant amounts of accounts 
receivables that will ultimately not be collected from 
customers cannot be justified.   Mr. Brosch explained that it 
is necessary to remove the estimated uncollectible accounts 
from the Accounts Receivables aging data when estimating 
the revenue collection lag because, by definition, 
uncollectible accounts do not yield cash revenues.  
AG/AARP Ex. 1.0 at 29.  The Company collects no cash 
when an individual customer’s account balance is written off 
and removed from the Accounts Receivable balance on the 
books.  In place of these “lost” accounts receivable, ComEd 
is allowed to include uncollectibles expenses within its 
overall revenue requirement, so that the general body of 
ratepayers replace the revenue foregone by ComEd 
whenever individual customers do not pay for service.  
ComEd’s reliance upon an aging analysis of Accounts 
Receivable balances that have not been reduced for the 
Company’s own estimates of uncollectibles is clearly 
unreasonable.   

The Commission hereby adopts AG/AARP expert 
Michael Brosch’s recommendation and orders the Company 
to revise its estimated revenue collection lag method to (1) 
remove the uncollectible accounts portion of Accounts 
Receivables used in ComEd’s calculation, which represent 
receivables that will not be collected at all and therefore 
cannot impact the timing of ComEd’s cash flows, and (2) 
require the Company to conduct statistical samples of actual 
customer remittances, to determine the average number of 
days between collection date and the related prior billing 
dates.  Only then can the Company’s proposal to perform a 
CWC study once every three years be adopted, as 
discussed further below in this Order.  At this time the 
Company’s test year revenue lag will be revised from 51.25 
to 46.06 days, based upon the aged accounts receivable 
mid-point method we have employed in previous Dockets, 
but adjusted to remove estimated uncollectible accounts 
from such receivables. 

 

C. EXCEPTION NO. 2: Cash Working Capital --  Employee Benefits – 
Pension and OPEB Lead 
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At page 52, the Proposed Order concludes: 

The Commission agrees with ComEd who proposes using a 
revenue lag of 51.25 days for operating revenue; including the 
amount equal to Employee Benefits-Pension and OPEB in the 
CWC calculation.  Operating revenue lag is not a function of any 
of the operating expense leads.  The Commission finds that 
expense leads for the various operating expenses are calculated 
independently of revenue lag and can be positive, negative or zero.  
The Commission adopts the Company’s proposal.   
 

Proposed Order at 52.  This finding, however, ignores record evidence produced by AG/AARP 

that both Pensions and OPEB expenses are accrual basis expenses that are derived from actuarial 

studies and for which cash is only periodically disbursed to fund such benefits.  AG/AARP Ex. 

1.0 at 32-33.  Neither the Company nor Mr. Hengtgen analyzed any cash flows associated with 

ComEd’s Pension or OPEB expenses to determine CWC impacts. ComEd’s rate base contains a 

separate accounting for the difference between accrued Pension and OPEB expenses as a net 

pension asset and an OPEB liability. This separate rate base accounting characteristic is what 

distinguishes Employee Benefits- Pension and OPEBs from the other cash expenses elements 

that are properly recognized within the CWC calculation.   

There is no current period cash outlay associated with the revenue collections for 

Pensions and OPEBs.  This causes an imbalance if a revenue lag is applied to the cash inflows 

for recovery of Pension/OPEB expenses, but an assumed zero payment lag, without any 

supporting cash flow analysis, is applied to the related cash outflow.  The Company’s CWC 

study reflects a 51.25 revenue collection lag for the delay in cash recovery of these expenses, but 

then simply pretends that cash has been disbursed immediately when recording accrued Pension 

and OPEB expenses on its books.  There simply is no evidence that such immediate 

disbursements to fund these benefits has occurred.    
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The Commission’s finding on this issue implies that all of ComEd's Operating Revenues 

should properly be assigned a revenue lag, without regard to what is done with this cash after it 

is collected because, in the words of the ALJPO, "... Operating revenue lag is not a function of 

any of the operating expense leads."  Proposed Order at 52.  However, the calculation of the 

Cash Working Capital Adjustment in Appendix A of the Proposed Order, page 17, reveals that 

the amount of "Total Revenues for CWC calculation" that are assigned a revenue is absolutely 

and properly a function of whether the related cash outflows have been recognized within the 

CWC study.   

Specifically, Appendix A, page 17 starts with "Total Operating Revenues" of $2.066 

million and then subtracts accrual basis expenses for "Depreciation & Amortization" and for 

"Deferred Taxes and ITC" among other items.  Instead of applying a revenue lag value to the full 

amount of ComEd's $2.066 million of revenues, which would be necessary under the ALJPO 

approach, the lower "Total Revenues for CWC calculation" $926 million amount at line 9 of 

page 17 is what is carried forward to page 16, line 1 where the 51.25 day revenue lag is applied.  

This is entirely appropriate treatment for such accrual basis expenses, for which ComEd has 

conducted no study of the timing of cash outflows, while the accumulation of such accrued 

expense amounts is recognized as a rate base reduction.  Pensions and OPEB expense are 

comparable accrual basis expense amounts, as was noted by the AG/AARP Brosch.  AG/AARP 

Ex. 1.0 at 32-33.  Comparable CWC treatment is necessary to avoid assignment of a revenue lag 

to cash collections where no corresponding cash outflow has been measured to determine a 

payment lag.   

The ALJPO appears to accept ComEd's argument that, "The accrued expense 
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amounts for both pensions and OPEB and the routine, periodic cash payments to the trusts (cash 

outflows) are fully accounted for as a 100% reduction to rate base in separate rate base line items 

and it would be a plain double count if the lag associated with the outflows were also accounted 

for in the cash working capital line item."   Proposed Order at 49-50.  However, this argument is 

inconsistent with the CWC treatment of Depreciation & Amortization expenses, and Deferred 

Taxes and ITC in Appendix A to the Proposed Order.  For Depreciation & Amortization 

expenses being recovered within the revenue requirement, ComEd's rate base is reduced by 

resulting Accumulated Depreciation balances (see Appendix A, Page 5, lines 3 and 4).  

Similarly, for the Deferred Taxes and ITC being recovered within the revenue requirement, the 

resulting Accumulated Deferred Income Taxes are being used to reduce rate base (Appendix A, 

Page 5, line 14).  If there is no "double-counting" problem created when no revenue lag is 

assigned to cash recoveries of accrual basis depreciation or deferred tax expenses that are fully 

accounted for as a reduction to rate base, there can be no double-counting problem in assigning a 

zero revenue lag for the cash recovery of pension and OPEB items also included in rate base.  

For these reasons, the Commission should reconsider the conclusion of the Proposed 

Order on this point. In the absence of any analysis of the timing of Pension and OPEB cash 

outflows, there is no basis for blindly applying a 51.25 revenue lag day value for the related cash 

inflows (revenues) associated with these expenses while simply assuming a zero cash outflow 

lag value.   AG/AARP Ex. 1.0 at 33.  Because of these unsubstantiated assumptions about 

employee benefit cash outflows and inflows, Mr. Brosch proposed that the non-cash Pension and 

OPEB accrued expense amounts be removed from the “Receipts” to which a revenue lag is 

applied by ComEd.  See AG/AARP Ex. 3.4, at line 2, columns (h) through (l).  CUB witness 
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Smith proposed a similar adjustment.  CUB Ex. 1.0 at 30.  The substantial evidence in the record 

supports this modification to the CWC calculation.  Mr. Brosch’s adjustment should be adopted. 

Proposed Language: 

 In accordance with the arguments presented above, AG/AARP urge the Commission to 

modify the conclusion in the ALJPO at page 52 as follows: 

 The Commission agrees with ComEd who proposes 
using a revenue lag of 51.25 days for operating revenue; 
including the amount equal to Employee Benefits-Pension 
and OPEB in the CWC calculation.  Operating revenue lag is 
not a function of any of the operating expense leads.  The 
Commission finds that expense leads for the various 
operating expenses are calculated independently of revenue 
lag and can be positive, negative or zero.  The Commission 
adopts the Company’s proposal.   
The ComEd/Hengtgen lead-lag study applies a zero 
expense payment lead for Pension and OPEB expenses, but 
the full 51.25 revenue lag to this element of annual CWC 
needs.  As noted by AG/AARP witness Brosch, Mr. 
Hengtgen has neither performed nor presented any study or 
evidence of any kind that a dispersal of funds occurs 
immediately upon accrual basis recording of the expense, 
thereby justifying the zero expense payment lead, or that a 
revenue collection lag day value for the cash inflows 
representing recovery of these expenses occurs.  This has 
the effect of increasing the Company’s asserted CWC 
requirement by a significant $15.8 million, as shown in 
column (g) of that exhibit.  AG/AARP Ex. 1.0 at 32; 
AG/AARP Ex. 3.4, line 2, column (g).     
 As Mr. Brosch explained, this treatment of Employee 
Benefits expense is inappropriate because both Pension and 
OPEB are accrual basis expenses; in other words, these are 
expenses that are accumulated over time and are derived 
from actuarial studies.  Neither ComEd nor Mr. Hengtgen 
analyzed any periodic cash flows to accurately determine 
CWC impacts. The Company cannot reasonably claim, 
without evidence, that cash disbursements are made 
immediately (as reflected in ComEd’s zero payment lead) 
and also claim that CWC is required because revenue 
recovery of Pension/OPEB expense is delayed (as reflected 
in a 51.25 revenue lag day value).   
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 In the absence of any analysis of the timing of 
Pension and OPEB cash outflows, there is no basis for 
blindly applying a 51.25 revenue lag day value for the related 
cash inflows (revenues) associated with these expenses 
while simply assuming a zero cash outflow lag value.   
Because of these unsubstantiated assumptions about 
employee benefit cash outflows and inflows, Mr. Brosch’s 
proposed removal of the non-cash Pension and OPEB 
accrued expense amounts from the “Receipts” to which a 
revenue lag is applied by ComEd is hereby adopted.  

 

D. EXCEPTION NO. 3 – CASH WORKING CAPITAL – CWIP 

 The Proposed Order at page 54-55 adopts ComEd’s application of an expense lead days 

figure calculated for application to “Other O&M expense” (from line 17 of ComEd Ex. 8.1, 16.6 

and 25.1 ) to an Accounts Payable balance associated with CWIP (at line 39 of those exhibits).  

Mr. Brosch testified that this is a meaningless calculation.  He explained that for all other 

elements of the CWC calculation, revenue lag and expense day values/factors are applied to 

annual expenses or to annual pass-through tax amounts.  Application of an “Other O&M 

Expense” lead day value to an Accounts Payable balance tells us nothing about the timing of 

ComEd payments related to CWIP transactions, because lag days are not applicable to Accounts 

Payable balances.  AG/AARP Ex. 1.0 at 37.  The only explanation offered by Mr. Hengtgen for 

his approach is that  the Order in ComEd’s last rate case, Docket No. 10-0467, required that 

CWIP related accounts payable be included in the CWC calculations and that he believes such 

payables represent only a temporary source of financing, i.e., working capital, and not a 

permanent source of financing.   ComEd Ex. 16.0 at 28. 

 Mr. Brosch recommended that because the Company quantified an Accounts Payable 

balance believed to be associated with CWIP included in rate base, this balance should be 

directly included in the CWC calculation.  He noted that this balance is the best indicator of how 

much of the Company’s CWIP balance has not been funded in cash, but rather is being funded 
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by ComEd vendors.  A more detailed analysis of the timing of cash flows associated with 

construction/CWIP transactions could be undertaken, but in the absence of such an analysis, 

directly offsetting the Accounts Payable balance should accomplish a reasonable quantification 

of vendor-supplied CWC for CWIP transactions.  AG/AARP Ex. 1.0 at 38.   CUB witness Mr. 

Smith recommended the same approach.  CUB Ex. 1.0 at 31. 

 The Proposed Order relies on the fact that non-AFUDC CWIP will not be included in rate 

base for rate setting purposes at this time to conclude that Mr. Brosch’s adjustment correction to 

ComEd’s CWC calculation on this point is unneeded: 

The Commission finds that because non-AFUDC CWIP will not 
be included in rate base for rate setting purposes (see Section 
III.B.8 of this Order) there is no basis for an adjustment to the 
CWC analysis on this subject.  The Commission adopts the 
Company’s position on the amount of Accounts Payable Related to 
CWIP to include in the CWC calculation.  Mr. Hengtgen’s amount 
best approximates the amount of vendor supplied financing.  The 
Commission further holds that AG/AARP’s proposal for further 
study is unwarranted.  
 

Proposed Order at 54-55.  The Proposed Order misses a critical point, however.  The fact 

remains that regardless of the ratemaking treatment of CWIP in this docket, the Brosch-proposed 

adjustment still applies whenever CWIP is added to rate base in a reconciliation in order to fully 

recognize the accounts payable offset associated with non-AFUDC CWIP in the CWC 

presentation.  All of the facts discussed in the AG/AARP Initial Brief related to the treatment of 

non-AFUDC CWIP in the CWC study would apply for the reconciliation.  See AG/AARP Initial 

Brief at 37-39; AG/AARP Reply Brief at 20-22.   The Proposed Order, however, ignores that 

important distinction. 

AG/AARP recommends that in its Final Order in this case, the Commission adopt and 

incorporate in future reconciliation proceedings Mr. Brosch’s adjustment which recognizes that 



15 
 

because the Company quantified an Accounts Payable balance believed to be associated with 

CWIP included in rate base, this balance should be directly included in the CWC calculation.  In 

the absence of a more detailed analysis of CWIP cash flows, directly offsetting the full Accounts 

Payable balance should accomplish a reasonable quantification of vendor-supplied CWC for 

CWIP transactions.  AG/AARP Ex. 1.0 at 38.    

Proposed Language: 

 In accordance with the arguments presented above, the Proposed Order at page 54-55 

should be modified as follows: 

The Commission finds that because non-AFUDC CWIP will 
not be included in rate base for rate setting purposes (see 
Section III.B.8 of this Order) there is no basis for an 
adjustment to the CWC analysis on this subject.  The 
Commission adopts the Company’s position on the amount 
of Accounts Payable Related to CWIP to include in the CWC 
calculation.  Mr. Hengtgen’s amount best approximates the 
amount of vendor supplied financing.  The Commission 
further holds that AG/AARP’s proposal for further study is 
unwarranted.   
ComEd argues that the treatment in the lead-lag study of 
accounts payable related to non-AFUDC CWIP is moot, 
because ComEd has accepted Staff’s two-part proposal 
excluding non-AFUDC CWIP from rate base for rate setting 
purposes. However, Staff’s proposal also made clear that 
non-AFUDC CWIP should be recovered during the 
reconciliation process “as a component of the year’s actual 
cost. ComEd accepted Staff’s proposal with this 
contingency. ComEd Ex. 21.0, 15:311-325. 

All of the facts discussed by AG/AARP witness Brosch 
and CUB witness Smith related to the treatment Accounts 
Payable associated with non-AFUDC CWIP in the CWC 
study would therefore apply for the reconciliation 
calculations.  As such, the Commission hereby adopts Mr. 
Brosch’s recommendation to reflect in future reconciliations 
the full Accounts Payable balance believed to be associated 
with non-AFUDC CWIP being included in the reconciliation 
rate base, by directly included such amount in the CWC 
calculation.  A more detailed analysis of the timing of cash 
flows associated with construction/CWIP transactions could 
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be undertaken, but in the absence of such an analysis, 
directly offsetting the Accounts Payable balance 
accomplishes a reasonable quantification of vendor-supplied 
CWC associated with non-AFUDC CWIP transactions. 

 

E. EXCEPTION NO. 4 – CASH WORKING CAPITAL – ComEd Proposal re 
Timing of Future Lead/Lag Study 

 
 The Proposed Order adopts ComEd’s proposal to only update the Company’s CWC 

study once every three years.  In doing so, the Proposed Order relies on its approval of the 

ComEd revenue collection lag midpoint assumption methodology as a basis to endorse this 

special request.  The Proposed Order states: 

 
The Commission agrees with both the Company and Staff and 
finds that ComEd’s proposal regarding the timing of its future 
lead/lag study is reasonable and is thus approved.  The 
Commission has no reason to endorse a study of the timing of 
customers’ actual remittances or the Company’s collection lag 
inasmuch as the Company’s method of calculating payment lag is 
consistent with Commission practice.   
 

ALJPO at 57.  As noted above in the People’s Exceptions to the Revenue Collection Lag portion 

of the Proposed Order, however, this methodology is, in fact, hopelessly flawed and unsupported 

by specific analysis of the timing of ComEd’s cash flows.  For all of the reasons explained in 

Exception No. 1 of this Brief, the Company should first be required to conduct statistical 

samples of actual customer remittances, to determine the average number of days between 

collection date and the related prior billing date(s).  Alternatively, ComEd should be required to 

collect and analyze its average daily electric service accounts receivables balance, net of the 

related uncollectibles reserve, to quantify how many days of its sales are “outstanding” within 

these balances.  See AG/AARP Ex. 1.0 at 30-31. Mr. Brosch testified that this Accounts 

Receivables “turnover” calculation relies upon dividing the net average daily balance of 
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Accounts Receivables by annual utility sales revenues and is routinely used in other jurisdictions 

to quantify the revenue collection lag for energy utilities.  Mr. Brosch recommends that ComEd 

be required to employ either or both of these methods in future lead lag studies to actually 

measure customer remittance patterns and more accurately quantify the revenue collection lag, 

before any future CWC amounts are included in rate base.  Id.  

 Once this study has been completed, then the Company’s request to conduct a CWC 

study once every three years can be approved. 

Proposed Language: 

 In accordance with the arguments presented above, page 57 of the Proposed Order should 

be modified as follows: 

The Commission agrees with both the Company and Staff 
and finds that ComEd’s proposal regarding the timing of its 
future lead/lag study is reasonable and is thus approved.  
The Commission has no reason to endorse a study of the 
timing of customers’ actual remittances or the Company’s 
collection lag inasmuch as the Company’s method of 
calculating payment lag is consistent with Commission 
practice.   
While the Commission recognizes that the formula rate 
process expedites, to the extent provided under Section 16-
108.5 of the Act, the regulatory review process, such a 
triennial review of CWC as requested by ComEd would only 
be appropriate after the many recurring problems identified 
by AG/AARP and other Staff and intervenor witnesses have 
been rectified.  The more intensive analysis recommended 
by Mr. Brosch to improve the analysis and reliability of the 
revenue collection lag component of the CWC presentation 
must first be conducted to ensure that inaccurate lag day 
numbers are not “frozen” for re-use in multiple annual 
formula rate adjustment filings, and that ratepayers are not 
over-compensating ComEd for its stated CWC needs.  Mr. 
Brosch’s recommendation on this point is hereby adopted.    

 
F. EXCEPTION NO. 5: ADIT on Vacation Pay 
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Proposed Language: 

 AG/AARP request that the Commission modify the conclusion in the ALJPO at page 71 

to reflect the fact that the Staff adjustment incorporated aspects of the AG/AARP proposal, as 

reflected in Appendix A.  AG/AARP propose the following language: 

We agree with Staff’s argument that the jurisdictional ADIT 
that is associated with vacation pay must be included in rate 
base.  This recognizes what was done in previous 
Commission decisions.  No party has proffered a reason to 
deviate from those decisions.  We further decline to accept 
the CUB/City and AG/AARP proposed adjustment, as no 
explanation was provided explaining the substantial the 
AG/AARP adjustment and that of Staff.  

 
G. CONCLUSION 

 

Wherefore AG/AARP respectfully request that the Commission enter an order consistent with 
the arguments and proposed language presented above and in AG/AARP’s Initial and Reply 
Briefs. 
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