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I. Introduction and Summary 1 

Q. Will you please identify yourself and describe your prior participation in this 2 

Docket? 3 

A. My name is Ross C. Hemphill.  I am the Vice President, Regulatory Policy and Strategy 4 

of Commonwealth Edison Company (“ComEd”).  I previously submitted pre-filed direct 5 

testimony (ComEd Ex. 1.0) in this Docket.  My background, professional qualifications, 6 

duties, and responsibilities remain unchanged. 7 

Q. What subjects does your rebuttal testimony address? 8 

A. First, I present an overview of ComEd’s rebuttal case and introduce its other rebuttal 9 

witnesses. 10 

Second, I address changes concerning the formula rate process that have occurred 11 

since ComEd’s direct testimony was filed, and respond to comments and questions raised 12 

in Staff’s and Intervenors’ direct testimonies about those changes and how they affect the 13 

ratemaking and update process.  The relevant changes principally result from:  (a) the 14 

May 29, 2012 final Order (the “May 29 Order”) of the Illinois Commerce Commission 15 

(“Commission” or “ICC”) in Commonwealth Edison Co., ICC Docket No. 11-0721 (the 16 

“2011 Formula Rate Case”); (b) the compliance filing ComEd made in this Docket in 17 

accordance with the May 29 Order; and (c) the Commission’s subsequent decision, on 18 

June 22, 2012, to grant rehearing on three key issues.  19 

Lastly, if the Commission alters its May 29 Order as a result of the rehearing in 20 

the 2011 Formula Rate Case, those changes may affect ComEd’s formula rate tariff and 21 
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the revenue requirement calculations in this Docket.  I explain how ComEd would plan to 22 

effectuate any such changes in this Docket. 23 

Q. Who are the other witnesses presenting rebuttal testimony on behalf of ComEd and 24 

what topics do they address?  25 

A. The following witnesses also provide rebuttal testimony on ComEd’s behalf responding 26 

to the direct testimony of the Staff and intervenors: 27 

 Kathryn Houtsma (ComEd Ex. 12.0) reviews ComEd’s overall revenue 28 

requirement calculations, and responds to claims of Staff witness Burma Jones 29 

concerning the Return on Equity (“ROE”) collar adjustment for calendar year 2011. 30 

 Martin Fruehe (ComEd Ex. 13.0) responds to the direct testimony of Staff 31 

witnesses Scott Tolsdorf and Michael McNally, AG/AARP witness David Effron, 32 

and Citizen’s Utility Board (“CUB”) witness Ralph Smith concerning the 33 

calculation of the revenue requirement.  Mr. Fruehe also responds to Staff witness 34 

Bridal’s proposal to update ComEd’s revenue requirement for projected plant 35 

additions and related accumulated depreciation, depreciation expense, and 36 

accumulated deferred income taxes for ComEd’s curtailment of certain 2012 37 

investment activities resulting from the May 29 Order. 38 

 Joseph R. Trpik (ComEd Ex. 14.0) responds to the proposal to disallow ComEd 39 

costs attributed to the merger between Exelon Corporation (“Exelon”) and 40 

Constellation Energy (“Constellation”).  Mr. Trpik describes those costs in detail 41 

and explains why they are prudent and reasonable transitional costs related to the 42 

provision of delivery service, and are therefore recoverable.  He also explains how 43 
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this merger relates to past mergers considered by the Commission and identifies on 44 

that basis past orders that are instructive.  Mr. Trpik also responds to Staff witness 45 

McNally’s discussion of ComEd’s capital structure and risk profile.  Finally, Mr. 46 

Trpik addresses ComEd’s curtailment of certain 2012 investment activities resulting 47 

from the May 29 Order.  48 

 Todd Jirovec, Vice President, Booz & Co. (ComEd Ex. 15.0) describes the 49 

savings ComEd’s customers can expect from the Exelon-Constellation merger, as 50 

well as the efforts that have so far been taken to realize those savings and monitor 51 

the progress of such actions.   52 

 John Hengtgen (ComEd Ex. 16.0) refutes claims of Staff witness Jones regarding 53 

ComEd’s cash working capital (“CWC”) requirements, especially concerning the 54 

Illinois Electricity Excise Tax, the City of Chicago Infrastructure Maintenance Fee, 55 

and the impact of Negative Current State and Federal Income Taxes and associated 56 

Deferred Income Taxes in the CWC calculation.  He also revises leads for certain 57 

taxes and fees.  Lastly, Mr. Hengtgen presents a revised calculation of ComEd’s 58 

cash working capital requirement. 59 

 Michael F. Born, P.E.  (ComEd Ex. 17.0) responds to the direct testimony of Staff 60 

witness Rockrohr (Staff Ex. 5.0) concerning ComEd’s Distribution System Loss 61 

Study1.   62 

                                                 
1 ComEd Ex. 10.6 was filed on June 13, 2012 in compliance with the Administrative Law Judges’ 

Notice of Ruling dated June 6, 2012 and the Illinois Commerce Commission’s final Order in ICC Docket 
No. 11-0721 dated May 29, 2012.  See my discussion of the compliance filing herein. 
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II. Impact of Events After ComEd Filed This Update Proceeding 63 

Q. Have events occurred since your direct testimony was filed that affect this formula 64 

rate update Docket? 65 

A. Yes.  Three events stand out.  First and foremost the Commission issued the May 29 66 

Order in the 2011 Formula Rate Case.  Second, on June 22, 2012, the Commission 67 

granted rehearing on three issues relating to that Order.  Also on June 22, 2012, the 68 

Commission issued its final Order approving, with modifications, ComEd’s Smart Grid 69 

Advanced Metering Infrastructure Deployment Plan (“AMI Plan”) in ICC Docket 70 

No. 12-0298.  Subsequently, the Commission granted rehearing in that Docket to 71 

consider, principally, how the May 29 Order might affect the deployment schedule in 72 

ComEd’s AMI Plan.   73 

A. ComEd’s June 13, 2012 Compliance Filing 74 

Q. What action has ComEd taken in this proceeding as a result of the May 29 Order in 75 

the 2011 Formula Rate Case? 76 

A. As I stated in my direct testimony, the dates specified in the Energy Infrastructure 77 

Modernization Act (“EIMA”)2 allowed the Commission to issue its final Order in the 78 

2011 Formula Rate Case after ComEd was required to file its 2012 formula rate update in 79 

this docket, Docket No. 12-0321.  Because the 2011 Formula Rate Case was the initial 80 

formula rate case, the Commission’s Order in that case addressed the terms of the 81 

formula rate tariff itself as well as the determination of the relevant costs.  In response to 82 

the Commission’s May 29 Order, ComEd submitted in this Docket, on June 13, 2012, 83 

                                                 
2  Illinois Public Act (“PA”) 097-0616, as amended and supplemented by PA 097-0646. 
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data and supporting materials complying with the applicable decisions made in the May 84 

29 Order.  That compliance filing has been designated ComEd Exs. 10.1 through 10.13. 85 

Q. How did the May 29 final Order in the 2011 Formula Rate Case affect the updated 86 

revenue requirement at issue here? 87 

A. Rulings made in the May 29 Order caused a significant and unexpected reduction in the 88 

revenue requirements at issue, i.e., the revenue requirement underlying the 2013 rate year 89 

charges to go into effect early next year and the rate year 2011 actual revenue 90 

requirement used for reconciliation.  Those reductions were due to changes in the revenue 91 

requirement formulae, as well as analogous adjustments in input data, both of which are 92 

reflected in the compliance filing made by ComEd in this Docket on June 13, 2012.   93 

Q. Has any party contested the sufficiency of ComEd’s June 13, 2012 compliance filing 94 

in this proceeding? 95 

A. No.  The sufficiency of ComEd’s June 13 compliance filing has not been challenged by 96 

any witness for Staff or Intervenors, nor to my knowledge has ComEd’s compliance 97 

filing been contested in any other way.  Of course, that does not mean that all parties 98 

agree with ComEd’s calculation of its updated revenue requirement, but no party has 99 

claimed that ComEd failed to take any action necessary to comply with the final Order in 100 

the 2011 Formula Rate Case. 101 

Q. What effect would the use of a revenue requirement based on the updated cost data 102 

in ComEd’s compliance filing have on a typical residential customer’s bill in 2013? 103 

A. Beginning with the first billing period of 2013, when new charges based on the revenue 104 

requirement to be set in this Docket will first be applied, the delivery service charges to a 105 
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typical residential customer will decrease by about 9.7%, or approximately $27.24 per 106 

year, compared to the charges established by ICC Docket No. 10-0467 and applicable 107 

from June 1, 2011 through June 20, 2012, the effective date of the compliance tariffs in 108 

the 2011 Formula Rate Case.  Compared to the charges established by the May 29 Order 109 

in the 2011 Formula Rate Case, which remain in effect pending rehearing in that docket, 110 

the delivery service charges to a typical residential customer will decrease by about 2%, 111 

or approximately $7.32 per year.  Moreover, customers will continue to enjoy 112 

opportunities to reduce those costs, including through the programs and opportunities I 113 

described in my direct testimony.   114 

B. Continued Proceedings in the 2011 Formula Rate Case 115 

Q. Does ComEd’s June 13, 2012 compliance filing in this Docket change its position on 116 

the issues the Commission addressed in its May 29 Order in the 2011 Formula Rate 117 

Case? 118 

A. No.  By submitting data in this Docket that faithfully complies with the May 29 Order, 119 

ComEd did not change its position on the issues, nor did it waive any rights to pursue 120 

them currently or in the future.  As I testified prior to that decision:3   121 

… even if ComEd respectfully disagrees with a modification, we will 122 
comply with the Commission’s final Order until and unless it is stayed, 123 
reversed, vacated, or superseded.   124 

Submitting a revised update to reflect Rate DSPP as approved by the 125 
Commission in the 2011 Formula Rate Case is, however, not intended to 126 
waive any right ComEd has to appeal or seek rehearing of that order, or 127 
any portion thereof, nor to seek subsequent corrective changes to the 128 
performance-based formula rate structure, protocols, or formulae pursuant 129 

                                                 
3  Hemphill Direct (“Dir.”) Testimony, ComEd Ex. 1.0, 13:262-70.   
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to the EIMA or the Commission’s continuing Article IX ratemaking 130 
authority.   131 

Q. What further action did the Commission take with respect to its May 29 Order?  132 

A. On June 22, 2012, the Commission granted in part ComEd’s Application for Rehearing 133 

and ordered rehearing on three issues:  the investment return on ComEd’s pension asset, 134 

the determination of the appropriate interest rate applicable to future reconciliation 135 

adjustments, and the use of a year-end rate base in the reconciliation calculation.  That 136 

rehearing was commenced in a timely manner and is presently being litigated on a 137 

schedule that would permit any Commission decision on rehearing to also be reflected in 138 

its decision in this Docket.   139 

Q. What action does ComEd expect to take in this Docket to effectuate any 140 

Commission decision on rehearing in the 2011 Formula Rate Case that alters 141 

ComEd’s delivery services revenue requirements and charges going forward? 142 

A. If the Commission’s Order on Rehearing in the 2011 Formula Rate Case results in 143 

revisions to ComEd’s formula rate tariff, Rate DSPP - Delivery Services Pricing and 144 

Performance (“Rate DSPP”), then ComEd will file tariff revisions in accordance with that 145 

Order and, because Rate DSPP governs the measurement of certain costs and the 146 

calculation of the charges is this Docket, will also make a revised compliance filing 147 

herein.  If the Commission’s Order on rehearing also, or instead, revises rate formulae or 148 

inputs not included in Rate DSPP as filed, or makes changes to the updated costs or other 149 

data that ComEd submitted in this Docket that are not within in the four corners of Rate 150 

DSPP, then ComEd will make a revised compliance filing in this Docket reflecting those 151 

changes as well.   152 
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Q. When would ComEd expect to make any compliance filing in this Docket? 153 

A. If the Commission concludes its rehearing of the May 29 Order on the expected schedule, 154 

ComEd would strive to make such an updated compliance filing prior to the evidentiary 155 

hearing.  In any event, the filing would be made before the record in this Docket is 156 

marked “Heard and Taken.” 157 

C. Impact of Changed Financial Circumstances 158 

Q. Did the Commission’s May 29 Order affect this Docket in any other way? 159 

A. Yes.  ComEd’s 2012 investment plans were based upon receiving revenues 160 

approximating ComEd’s actual reasonable and prudent costs of service, as well as the 161 

Commission establishing a rate of interest that properly offsets the loss of the time value 162 

of money inherent in a retrospective reconciliation process.  The May 29 Order, however, 163 

did not allow for the recovery of a significant number of real costs that ComEd expected 164 

to be, and believes should be, recoverable under the EIMA.4  As a result, ComEd 165 

informed the Commission that, while it would continue to be a participating utility under 166 

EIMA at least for the present, its ability to fund increased investments was 167 

                                                 
4 The May 29 Order, for example, excluded from ComEd’s rate year 2012 formula delivery 

services revenue requirement all costs of ComEd’s pension contributions, in contrast to ComEd’s 
contention and belief that the EIMA directs the Commission to include an “investment return” on the 
pension asset on its books “net of deferred tax benefits” at a rate equal to ComEd’s “long-term debt cost of 
capital….”4  The May 29 Order also established an interest rate on reconciliation adjustments far below 
ComEd’s Weighted Average Cost of Capital (“WACC”), which is its total cost of money, and directed that 
an average rate base be used to calculate reconciliation adjustments despite the EIMA direction to use final 
FERC 1 data.  These issues are the subject of the currently pending rehearing proceedings in Docket No. 
11-0721.  In addition, ComEd believes that the May 29 Order wrongly and unlawfully calculated the effect 
of new business on billing determinants, the allocation of certain General and Intangible Plant and 
operating costs between transmission and distribution, and ComEd’s Cash Working Capital needs and 
costs, as well as other more minor items.   
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compromised.5  ComEd also cited the loss in revenues and the resulting “revenue 168 

shortfall of hundreds of millions of dollars over the next five years”6 driving its decision 169 

to seek rehearing of the Commission’s June 22 Order approving its AMI Plan and to seek 170 

an adjustment to the deployment schedule to help mitigate the looming financial shortfall.   171 

Q. Staff witness Richard Bridal (Staff Ex. 2.0) questions how those same financial 172 

shortfalls may affect the 2012 forecast of plant additions presented in this Docket.  173 

How does ComEd address that issue? 174 

A. The nature of the shortfall and how ComEd is responding is addressed by Messrs. Fruehe 175 

and Trpik (ComEd Exs. 13.0 and 14.0).  They confirm that, except for certain revisions 176 

relating to the AMI deployment schedule, there is no basis for additional changes to the 177 

plant investment forecast submitted with ComEd’s direct testimony.  178 

Q. Is the operating expense component of the revenue requirement formula affected 179 

for rate year 2013? 180 

A. No.  The operating expense component of the revenue requirement is calculated based on 181 

actual FERC Form 1 data from 2011.  Those values do not change. 182 

D. Staff Proposal for Additional Filing Requirements 183 

Q. Staff witness Bridal recommends that ComEd “be required to identify in each 184 

formula rate filing the costs that were incurred in compliance with or in meeting the 185 

                                                 
5  ComEd’s Verified Application for Rehearing, Commonwealth Edison Company: Petition for 

Statutory Approval of a Smart Grid Advanced Metering Infrastructure Deployment Plan pursuant to 
Section 16-108.6 of the Public Utilities Act, ICC Docket No. 12-0298 (July 6, 2012) at 2.  See also 
Affidavit of Joseph Trpik, contemporaneously submitted in support thereof.    

6  Id.    
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requirements of Subsections 16-108.5(b) and 16-108.5(b-10) of the Act.”  Bridal Dir., 186 

Staff Ex. 2.0, 6:152-4.  How do you respond? 187 

A. ComEd’s obligation as a participating utility to make infrastructure investments in 188 

general under Section 16-108.5(b) and contributions for an energy low-income and 189 

support program under Section 16-108.5(b-10) are separate and distinct from the issues 190 

presented in ComEd’s annual formula rate filings.  The EIMA already establishes 191 

detailed reporting requirements related to the infrastructure investment program, and 192 

there is no basis to establish new and overlapping reporting requirements beyond those 193 

contained in the Act.  For example, Section 16-108.5(b) already requires the following: 194 

 No later than April 1 of each subsequent year, the utility shall 195 
submit to the Commission a report that includes any updates to the plan, a 196 
schedule for the next year, the expenditures made for the prior calendar 197 
year and cumulatively.  If the utility is materially deficient in satisfying a 198 
schedule or staffing plan, then the report must also include a corrective 199 
action plan to address the deficiency. 200 

Moreover, ComEd is required to demonstrate prudence and reasonableness on all 201 

capital additions regardless of whether they are EIMA-related or not.  Because that 202 

requirement remains, it is unclear why an additional reporting requirement is necessary.  203 

Because the annual report under the EIMA is due no later than April 1, parties will have 204 

the report a month before the annual formula filing due on May 1st.  Further, the May 1st 205 

filing will include documentation to support the prudence and reasonableness of all plant 206 

investments, including both EIMA required programs as well as all other spend. 207 

With respect to the energy low-income and support program expenditures,  208 

Section 16-108.5(b-10) provides that they are not a recoverable expense through formula 209 

rates under the EIMA, as Mr. Bridal acknowledges.  Moreover, like the EIMA 210 
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investments, participating utilities must “file annual reports documenting the 211 

disbursement of those funds with the Commission.  The Commission has the authority to 212 

audit disbursement of the funds to ensure they were disbursed consistently with this 213 

Section.”  220 ILCS 5/16-108.5(b-10). 214 

Nothing prohibits Staff and Intervenors from issuing data requests relevant to the 215 

issues in a formula rate filing.  ComEd will address this issue further in briefs as needed.  216 

For all these reasons, Mr. Bridal’s proposal should not be adopted by the Commission. 217 

III. Conclusion 218 

Q. Does this complete your rebuttal testimony? 219 

A. Yes, it does. 220 


