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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. What is your name and business address?  3 

A. Martin G. Fruehe, Commonwealth Edison Company, Three Lincoln Centre, Oakbrook 4 

Terrace 60181. 5 

Q. Are you the same Martin G. Fruehe who submitted direct testimony on behalf of 6 

ComEd? 7 

A. Yes.  My direct testimony is ComEd Exhibit (“Ex.”) 3.0. 8 

B. Purpose of Testimony 9 

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

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

Commerce Commission (“ICC”) Staff witnesses Scott Tolsdorf, Michael McNally and 12 

Burma Jones, AG/AARP witness David Effron, and Citizen’s Utility Board (“CUB”) 13 

witness Ralph Smith.  I also present one change to the formula rate to correct a 14 

calculation error. 15 

 C. Summary of Conclusions 16 

Q. What are the conclusions of your rebuttal testimony? 17 

A. In summary, I present ComEd’s updated revenue requirement, rate base, operating 18 

expenses and cost of capital, and in addition conclude the following: 19 
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1. The adjustment to ComEd’s accumulated deferred income taxes 20 

related to ComEd’s deferred debit associated with accrued vacation 21 

pay proposed by Mr. Effron and Mr. Smith should be rejected; 22 

2. ComEd has made several other adjustments to its rate base, described 23 

hereafter; 24 

3. ComEd has revised its original cost finding request.  Mr. Bridal’s 25 

proposal for an adjusted original cost finding should be rejected. 26 

4. Mr. Tolsdorf’s revisions to ComEd’s rate case expenses should be 27 

rejected; 28 

5. Mr. Tolsdorf’s proposed disallowance for lobbying costs should be 29 

rejected; 30 

6. Mr. Tolsdorf’s proposed disallowance related to ComEd’s charitable 31 

donations should be rejected; 32 

7. ComEd has made several other adjustments to its operating expenses, 33 

described hereafter; 34 

8. Mr. Effron’s and Mr. Smith’s recommendation regarding billing 35 

determinants should be rejected;   36 

9. Some of Mr. McNally’s proposals to revise ComEd’s long-term cost 37 

of debt should be accepted, others should be rejected; 38 
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10. Mr. McNally’s adjustment to ComEd’s equity balance should be 39 

rejected; 40 

11. ComEd will accept Mr. McNally’s adjustment to ComEd’s credit 41 

facility costs under the facts of this case (i.e., it does not affect the cost 42 

of capital), but disagrees with Mr. McNally’s methodology;  43 

12. Staff’s use of “traditional” or Part 285 Schedules is unnecessary; and 44 

13. ComEd has revised the formula rate to correct a calculation error 45 

related to the income tax gross-up of the collar revenues. 46 

D. Identification of Exhibits 47 

Q. What exhibits are attached to and incorporated in your rebuttal testimony? 48 

1. ComEd Exhibit (“Ex.”) 13.01 consists of a complete replacement of the 49 

schedules and appendices provided in ComEd Ex. 10.2 in support of ComEd’s 50 

revised revenue requirement in compliance with the Final Order in ICC 51 

Docket No. 11-0721.  52 

2. ComEd Ex. 13.02 consists of the revised workpapers ComEd provided in 53 

ComEd Ex. 10.3 that now support the schedules and appendices presented in 54 

ComEd Ex. 13.01.  55 

3. ComEd Ex. 13.03 contains the Part 285 schedules that have been revised 56 

from ComEd Ex. 10.4 57 

4. ComEd Ex.13.04 contains the revised workpapers that support the Part 285 58 

schedules included in ComEd Ex. 13.03. 59 
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5. ComEd Ex. 13.05 contains a comparison of previously authorized charitable 60 

contributions to those Staff recommends disallowing from ComEd’s revenue 61 

requirement, as well as additional descriptive information. 62 

6. ComEd Ex. 13.06 contains a summary comparison of original cost finding 63 

submissions of ComEd and Staff.  64 

7. ComEd Ex. 13.07 contains documentation related to ComEd’s credit facility 65 

costs. 66 

8. ComEd Ex. 13.08 contains a calculation of the revenue impacts associated 67 

with changes to ComEd’s billing determinants. 68 

9. ComEd Ex. 13.09 contains the formula rate template illustratively updated to 69 

reflect Staff’s recommended adjustments to ComEd’s revenue requirement. 70 

10. ComEd Ex. 13.10 includes data request responses referred to in my 71 

testimony. 72 

II. Delivery Service Revenue Requirement 73 

Q. Have you updated ComEd’s proposed revenue requirement for the application of 74 

the delivery service formula rate? 75 

A. Yes.  As shown in ComEd Ex. 13.01, Sch. FR A-1, ComEd’s updated revenue 76 

requirement is $1,875,337,000.  This amount incorporates adjustments, including 77 

adjustments to operating expense, rate base and cost of capital, agreed to by ComEd and 78 

others adjustments described later in my rebuttal testimony. 79 

Q. Has ComEd updated the formula template used in ComEd Ex. 13.01 from the 80 

version submitted in ComEd Ex. 10.2? 81 
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A. Yes.  On August 10, 2012, ComEd filed a complete formula rate template that is in 82 

compliance with the Commission’s Final Order in Docket 11-0721.  Although the 83 

amounts included are reflective of 2011 actual costs versus 2010, the template included in 84 

ComEd Ex. 13.01 is the same as the version filed on August 10, 2012, with one 85 

exception.  86 

Q. What is the exception? 87 

A. On July 31, 2012, ComEd submitted a petition for special permission to revise Rate 88 

DSPP and correct an error on ComEd Ex. 10.2, Sch. FR A-1, line 34 involving the 89 

income tax gross-up reflected in the collar calculation.  Specifically ComEd Ex. 13.01, 90 

Sch. FR A-1, line 34 has been corrected by revising the calculation from Line 33 (after 91 

tax collar revenue) x (1 – T), where T is the applicable income tax rate, to Line 33 x (1/(1 92 

– T)). The details of the request are provided in ICC Docket No. 12-0455.  ComEd has 93 

requested that the Commission rule on this issue by August 15, 2012, and this request is 94 

pending as of the filing of this testimony.  ComEd Ex. 13.01 reflects the correction.  95 

Q. What is the effect to the revenue requirement of making this change to the formula 96 

rate template? 97 

A. This change increases the revenue requirement by $1,185,000. 98 

Q. In making revisions in the instant Docket to reflect the Final Order in Docket 99 

No. 11-0721, is ComEd waiving any rights it has or may have in the pending 100 

rehearing in that Docket or to appeal from the rulings in that Docket? 101 
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A. No.  ComEd is not waiving any of its rights it has or may have in that rehearing or to 102 

appeal from that Docket.    103 

III.  Delivery Service Rate Base 104 

A. Total Rate Base 105 

Q. Have you updated ComEd’s total rate base? 106 

A. Yes.  Two adjustments to ComEd’s rate base are discussed later in my rebuttal testimony, 107 

in addition to the adjustment to the Cash Working Capital requirement as described in the 108 

rebuttal testimony of John Hengtgen (ComEd Ex. 15.0).  After making these adjustments, 109 

ComEd’s updated rate base is $6,367,003,000.  ComEd Ex. 13.01, Sch. FR A-1. 110 

B. Deferred Debit and Accumulated Deferred Income Taxes - Accrued Vacation 111 
Pay 112 

Q. Do either Mr. Effron or Mr. Smith recommend any adjustments related to the 113 

inclusion of the vacation pay deferred debit to rate base? 114 

A. Yes.  Both Mr. Effron and Mr. Smith recommend that the deferred debit and the 115 

operating reserves liability related to accrued vacation pay be netted against each other 116 

prior to their inclusion in rate base.  After these amounts are netted, they both calculate a 117 

revised amount of Accumulated Deferred Income Taxes (“ADIT’) associated with the net 118 

amount of accrued vacation pay.  In summary, they multiply the net amount of the 119 

deferred debit and the operating liability times the applicable income tax rate.  This 120 

adjustment reduces the rate base by $8,540,000.   121 

Q. Do you agree with this adjustment? 122 
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A. No.  The witnesses have essentially imputed a deferred tax liability (which reduces rate 123 

base) related to the accrued vacation pay deferred debit when none exists.  As of 124 

December 31, 2011, there was a deferred income tax asset (which increases rate base) 125 

associated with the vacation pay operating liability of $18,116,000 as shown on ComEd 126 

Ex. 10.3, WP 4, line 5, column (D).  The jurisdictional amount of $18,952,000 127 

(calculated in accordance with the Commission’s Final Order in Docket No. 11-0721, see 128 

ComEd Ex. 10.3, WP 4, line 5, column (G) plus line 107, column (G)) is included in 129 

ComEd’s rate base calculation and fully reflects deferred tax impacts associated with the 130 

accrual of a vacation pay liability.  There are no other deferred income taxes related to 131 

either the vacation pay deferred debit or operating liability on ComEd’s books as of 132 

December 31, 2011.  Mr. Effron and Mr. Smith have simply conjured one up 133 

mathematically where none exists.  As stated in Sections 16-108.5(c) and (d) of Energy 134 

Infrastructure Modernization Act (“EIMA”), with limited exceptions, a participating 135 

utility is to use its actual costs as recorded in FERC Form 1.  220 ILCS 5/16-108.5(c), 136 

(d).  Imputing a hypothetical tax benefit that does not exist is not consistent with EIMA.  137 

While I am not opposed to netting of the two amounts, as this has the same effect on rate 138 

base as including each individually, it is inaccurate to assume that this netting generates 139 

an ADIT balance when none exists.  140 

Q. Why is no deferred tax liability associated with the accrued vacation pay deferred 141 

debit as of December 31, 2011? 142 

A. There is no deferred tax liability because the accrued vacation pay was not recognized as 143 

a reduction to expense for either book or tax purposes.  These costs, as of December 31, 144 
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2011, had not yet been distributed to capital projects and thus could not be deducted for 145 

income tax purposes.  No tax benefit existed at that time. Imputing one would be 146 

improper. 147 

C. Changes to Delivery Service Rate Base 148 

Q. Has ComEd made any changes to its delivery service rate base? 149 

A. Yes.  ComEd has made two adjustments to its rate base.  The first adjustment, as 150 

discussed by Mr. Trpik, is a reduction to the amount of projected plant additions of 151 

$32,428,000 related to AMI investments.  Trpik Reb., ComEd Ex. 14.0, 13:270-71.  152 

ComEd has also reduced the corresponding amounts of accumulated depreciation by 153 

$400,000 and ADIT by $6,676,000.  A corresponding reduction to depreciation expense 154 

of $400,000 also results from this reduction of projected plant additions. 155 

Q. Why did ComEd make this change to its projected plant additions if the reduction 156 

would eventually be captured in the 2012 reconciliation? 157 

A. EIMA provides for a formula rate true up process and does not contemplate updates to a 158 

participating utility’s projected plant additions in the proceeding to set initial rates for any 159 

rate year.  As the Commission stated in its May 29, 2012 Final Order in ICC Docket No. 160 

11-0721 (“11-0721 Order”), ComEd’s first formula rate case, “[t]he 2011 projected plant 161 

additions will be subject to a true-up or reconciliation pursuant to [Section 16-162 

108.5(d)(1)], with any over-recovery being refunded to ratepayers.  Therefore, the statute 163 

does not envision the situation in a typical rate case, where plant additions for the rate 164 

year are analyzed for completeness and accuracy.  Instead, they are trued up in the next 165 

reconciliation proceeding.”  11-0721 Order at 33.  Thus, under normal circumstances, 166 
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such as the normal revisions to forecasted capital spending plans that occur on a regular 167 

basis throughout the year as business conditions change, ComEd would not have made 168 

such an adjustment to the amount initially included in its formula rate submission.  169 

However, the 11-0721 Order, the financing challenges presented by the 11-0721 Order, 170 

and the reduction in planned capital expenditures in response to the impact of the 11-171 

0721 Order are not part of the typical or normal development and implementation of 172 

ComEd’s forecasted capital spending plans that occur on a regular basis throughout the 173 

year as business conditions change.  While ComEd does not believe it is under any 174 

obligation to update its projected plant additions here for this development, and without 175 

setting any precedent for future cases, ComEd is updating its projected plant additions as 176 

proposed by Staff witness Mr. Bridal (Bridal Dir., Staff Ex. 2.0, 6:137-41) to reflect the 177 

steps ComEd has taken in response to the 11-0721 Order.  This limited update includes 178 

the related accumulated depreciation, depreciation expense, and accumulated deferred 179 

income taxes related to the update. 180 

Q. Can you please explain ComEd’s other change to its rate base? 181 

A. While ComEd was reviewing the amounts in included in its 2011 rate case (Docket 11-182 

0721) expenses, it was determined that $28,000 of charges should not have been included 183 

in the regulatory asset and its associated 2011 amortization as they do not specifically 184 

relate to Docket No. 11-0721.  Rather, they relate to ComEd’s preparation of an Article 185 

IX filing as discussed below.  In ComEd Ex. 10.2, $19,000 was incorrectly included in 186 

the regulatory asset and $9,000 was incorrectly included in amortization expense.  The 187 

$28,000 should have been included in FERC Account 923. ComEd’s administrative and 188 
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general expenses have been revised to include the $28,000 ($25,000 on a jurisdictional 189 

basis).  See ComEd Ex. 13.02. WP 7, page 12, line 11.  The adjustments to remove the 190 

$19,000 from deferred debits and the $9,000 from amortization expense have been made 191 

on ComEd Ex. 13.02, WP 5, page 5, line 6, and WP 7, page 18, line 15, respectively. 192 

D.   Original Cost Finding 193 

Q. Has ComEd revised its request for an original cost finding? 194 

A. Yes.  In my direct testimony, (ComEd Ex. 3.0), ComEd requested an original cost finding 195 

of $15,028,488,000 as of December 31, 2011.  Fruehe Dir., ComEd Ex. 3.0, 14:289-90.  196 

ComEd revised its rate base (before projected plant additions) in ComEd Ex. 10.2, filed 197 

June 13, 2012, in compliance with the Commission’s Final Order in ICC Docket No. 11-198 

0721, but did not request an original cost finding at that time.  Based on the changes as a 199 

result of ComEd’s compliance filing, ComEd is now requesting an original cost finding 200 

of $14,996,019,000.  This amount is calculated by adding $13,616,337,000 of distribution 201 

plant to $1,391,959,000 of general and intangible plant (ComEd Ex. 10.4, Sched. B-1 202 

RY, lines 2 and 3, respectively) and subtracting capitalized incentive compensation and 203 

sporting activity costs disallowed in prior ICC orders and such costs capitalized in 2011 204 

of $12,277,000 (ComEd Ex. 10.3, WP 1, subpages 1-2, line 2).  I also note that, during 205 

the course of review in this case, ComEd realized that the Final Order in Docket No. 11-206 

0721 on page 21 correctly refers to the original cost finding there as being as of 207 

December 31, 2010, but on page 178, in Finding (7), incorrectly refers to December 31, 208 

2011. 11-0721 Order at 21, 178. 209 



   Docket No.12-0321 
ComEd Ex. 13.0 

 

Page 11 of 34 

Q. In his direct testimony, Staff witness Richard Bridal recommends that the 210 

Commission make an original cost finding of $15,005,282,000.  Can you explain the 211 

difference between Mr. Bridal’s number and yours?  212 

A. Yes.  Mr. Bridal’s recommendation differs from mine as the numbers he used to account 213 

for reductions to original cost due to the application of certain methodologies prescribed 214 

by the Commission’s Final Order in Docket 11-0721 are net of accumulated depreciation 215 

and ADIT.  In particular, Mr. Bridal’s recommended changes resulting from changes to 216 

General and Intangible plant allocation, Wages and Salaries allocation, and certain 217 

incentive compensation should have been shown prior to netting of accumulated 218 

depreciation and ADIT.  The source of his numbers, the attachment to ComEd’s Data 219 

Request Response to Attorney General Data Request AG 2.02 labeled as AG 2.02_Attach 220 

1, was developed to show the net change to ComEd’s rate base and revenue requirement, 221 

not the change to original cost.  Other, minor differences are to due to rounding.  222 

Q. Have you prepared a summary of the differences between your methodology and 223 

Mr. Bridal’s? 224 

A. Yes.  Attached to my rebuttal testimony as ComEd Ex. 13.06, is a side by side summary 225 

and reconciliation of the two methods.  226 

IV. Operating Expenses 227 

A. Total Operating Expenses 228 

Q. Have you calculated ComEd’s total operating expenses? 229 

A. Yes.  Including the adjustments I discuss below, ComEd’s revised operating expense total 230 

is $1,474,876,000.  ComEd Ex. 13.01, Sch. FR A-1. 231 
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B. Rate Case Expenses 232 

Q. In his direct testimony, Staff witness Scott Tolsdorf recommends disallowance of 233 

certain rate case expenses that he considers to be duplicative, that is, they are 234 

included in both FERC account 928 and the amortized amount of 2011 rate case 235 

expenses.  Do you agree with his characterization of these costs and his 236 

recommendation? 237 

A. No.  In order to clarify, these costs are not duplicative, were not related to Docket No. 11-238 

0721 (the costs of the initial formula rate docket amortized over three years), not included 239 

in the regulatory asset, and some of the invoices he reviewed were mislabeled.  Rather, 240 

these costs were related to ComEd’s efforts to prepare the necessary documentation, 241 

schedules and testimony to file an Article IX rate case during 2011.  Although these costs 242 

were initially charged to Account 928, they were reclassified to Account 923 and are not 243 

included in the 11-0271 rate case expenses.  244 

Q. Why was ComEd preparing an Article IX rate case in 2011? 245 

A. For most of 2011, EIMA was not in effect.  Public Act 97-0616 was initially vetoed by 246 

the Governor on September 12, 2011and his veto was not overridden until October 26, 247 

2011.  Public Act 97-0646 was not passed by the state legislature until November and 248 

eventually signed by the Governor in late December.  Accordingly, ComEd was not sure 249 

whether or not the legislation would eventually become law or what requirements the 250 

final legislation would include, and undertook efforts to prepare  traditional rate case 251 

based upon existing Part 285 requirements, a filing that would have been necessary if 252 
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EIMA did not take effect.  Preparation of a traditional article IX rate case typically takes 253 

a minimum of six months lead time. 254 

Q. Why was this a prudent expenditure? 255 

A. As discussed above, because ComEd was unsure if the EIMA legislation would 256 

ultimately become law, preparing for an alternative filing was prudent.  If it had not done 257 

so, ComEd would have lost many months of cost recovery by having to wait until very 258 

late in 2011 to begin work on an article IX filing and eventually file sometime later in 259 

2012 as opposed to November or December of 2011 as was planned.  260 

C. Charitable Contributions 261 

Q. Do any parties suggest reductions to the amount of charitable contributions ComEd 262 

included in its revenue requirement? 263 

A. Yes.  Staff witness Mr. Tolsdorf recommends that donations made to organizations (1) 264 

outside of ComEd’s territory, (2) which he considers to be “political” in nature and (3) 265 

which he has characterized as “non-charitable,” be disallowed.  Tolsdorf Dir., Staff Ex. 266 

3.0, 2:43-3:46. 267 

Q. Do you agree with Mr. Tolsdorf’s recommendation to disallow the donations made 268 

to organizations outside of ComEd’s service territory? 269 

A. No.  ComEd has already applied the holding of the Commission’s Final Order in ICC 270 

Docket No. 11-0721 by removing the 2011 donation of $677,000 made to the University 271 

of Wisconsin from its revenue requirement.  That Order’s ruling (at 98) was based on the 272 

substance of the particular donation and did not impose a rule that out of state donations 273 



   Docket No.12-0321 
ComEd Ex. 13.0 

 

Page 14 of 34 

inherently are not recoverable.  Moreover, my understanding is that ComEd in briefing 274 

will support its legal position that such a rule would be contrary to Section 9-227 of the 275 

Public Utilities Act which provides that the ICC cannot establish rules that disallow 276 

contributions.   277 

Q. Mr. Tolsdorf identifies individual out-of-state donations for disallowance. Has 278 

ComEd been allowed recovery of donations to these organizations in past cases? 279 

A. Yes.  For example, as shown in ComEd Ex. 13.05, ComEd has included donations to 280 

Harvard University in its revenue requirement which were approved for recovery in prior 281 

rate cases.  This donation was clearly identified in ComEd Ex. 4.5, Sch. C-7 in Docket 282 

11-0721.  283 

Q. Do these donations provide a benefit to the public? 284 

A. Yes.  While additional detail is provided in ComEd Ex. 13.05, the donations made to out-285 

of-state organizations which Mr. Tolsdorf recommends for disallowance support services 286 

such as scholarships, educational advancements, and religious studies.   287 

Q. Do you agree with Mr. Tolsdorf’s recommendation to disallow donations to 288 

organizations that he characterizes as “political”? 289 

A. While ComEd does not completely agree with Mr. Tolsdorf’s characterization of these 290 

donations, ComEd has, upon further review of these donations, and in order to limit the 291 

issues in this docket, removed the $10,000 donation made to the Democratic Governor’s 292 

Association and the $9,000 donation made to the City Club of Chicago.  Mr. Tolsdorf 293 

also recommends that the donations made to Illinois Latino Caucus Foundation be 294 
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disallowed.   Tolsdorf Dir., Staff Ex. 3.0, 5:102-06.  This donation supports organizations 295 

that provide services to the community, such as scholarship opportunities, and is properly 296 

included in ComEd’s revenue requirement.  Similarly, Mr. Tolsdorf’s recommendation to 297 

disallow the donation made to the Congressional Black Caucus should be rejected by the 298 

Commission as the organization supports education, healthcare and economic 299 

development. Simply because Mr. Tolsdorf has characterized this organization as 300 

“political” does not undermine the fact that the donation was made for charitable 301 

purposes and benefited the general public.  302 

Q. Have donations to either the Illinois Latino Caucus or the Congressional Black 303 

Caucus been allowed in prior rate cases? 304 

A. Yes. In ComEd’s two prior rate cases, Dockets Nos. 10-0467 and 11-0721, the 305 

Commission has allowed recovery of donations to the Congressional Black Caucus.  306 

Commonwealth Edison Co., ICC Docket No. 10-0467, Final Order (May 24, 2011) at 307 

108-109; 11-0721 Order at 98. 308 

Q. What is your understanding of Mr. Tolsdorf’s recommendation to disallow recovery 309 

of donations made to organizations that he characterizes as “non-charitable”? 310 

A. Mr. Tolsdorf suggests that only donations made to organizations that are classified as 311 

501(c)(3) by the Internal Revenue Service should be recoverable, stating that “[i]f the 312 

Section 501(c)(3) criteria is not applied to donations for the ’public welfare’, then the 313 

Company could conceivably make a donation to any individual to supplement his or her 314 

income and claim that it was made for the public welfare.”  Tolsdorf Dir., Staff Ex. 3.0, 315 

6:138-41. 316 
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Q. Is this recommendation reasonable? 317 

A. No.  The notion that ComEd would make an individual donation as suggested by Mr. 318 

Tolsdorf and seek to recover it from customers under the guise of “public benefit” strains 319 

credulity at best.  Furthermore, although the vast majority of the organizations to which 320 

ComEd has donated to are classified by the IRS as 501(c)(3) organizations, a few are not.  321 

This does not undermine the fact the donations themselves were made for charitable 322 

purposes.  For example, Mr. Tolsdorf recommends disallowing donations made to The 323 

Hispanic American Construction Industry Association (HACIA), but as shown in ComEd 324 

Ex. 13.05, the organization offers bilingual training programs, professional development 325 

activities and additional member services that help Latinos in building their own 326 

construction-related business and developing professional networks.  The purpose of the 327 

donations was clearly to advance the public welfare.  Mr. Tolsdorf acknowledges that the 328 

purpose of the donation is an important consideration.  In his direct testimony he states  329 

Q:  Should an organization’s tax status be the only factor when 330 
considering the recoverability of a donation?  331 

A:  No. The purpose of the donation could also be considered 332 
in determining whether or not a specific donation should be 333 
recovered from ratepayers. The tax status of an 334 
organization is simply an appropriate filter to ensure a 335 
reasonable level of contributions for the ’public welfare’ is 336 
recovered from ratepayers. 337 

Tolsdorf Dir., Staff Ex. 3.0, 6:150-7:156. 338 

Q. Are all the organizations that Mr. Tolsdorf categorized as non 501(c)(3) 339 

organizations actually non 501(c)(3)? 340 
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A. No.  As shown in ComEd’s Supplemental Response to Staff Data Request ST 3.02 and 341 

the attachment labeled as ST 3.02 SUPP_Attach 1 (PUBLIC) (public version included in 342 

ComEd Ex. 13.10) twenty-nine (29) of the organizations Mr. Tolsdorf recommends for 343 

disallowance of donations are actually 501(c)(3) organizations.  Mr. Tolsdorf may not 344 

have had this information prior to completing his testimony.  The tax status of each 345 

individual entity which received a donation was not readily available at the time prepared 346 

its initial response and further research was required.  ComEd provided the tax status of 347 

most of the remaining organizations in its supplemental response.  348 

Q. Were there any organizations that had a tax status other than 501(c)(3) but are 349 

considered non-profit organizations? 350 

A. Yes.  Three organizations fall under one of two other categories - 501(c)(6) and 351 

501(c)(19).  See the attachment to ComEd’s Supplemental Response to Staff Data 352 

Request ST 3.02 labeled as ST 3.02 SUPP_Attach 1 (PUBLIC) (public version included 353 

in ComEd Ex. 13.10). 354 

Q. What is covered by Section 501(c)(6)? 355 

A. Yes. The IRS explains 501(c)(6) as follows: 356 

“Section 501(c)(6) of the Internal Revenue Code provides for the exemption of business 357 

leagues, chambers of commerce, real estate boards, boards of trade and professional 358 

football leagues, which are not organized for profit and no part of the net earnings of 359 

which inures to the benefit of any private shareholder or individual.” 360 

Available at http://www.irs.gov/charities/nonprofits/article/0,,id=96107,00.html 361 



   Docket No.12-0321 
ComEd Ex. 13.0 

 

Page 18 of 34 

Q. Which organizations to which ComEd made donations are 501(c)(6) organizations? 362 

A. HACIA and The Italian American Chamber of Commerce – Midwest. Additional 363 

information regarding these organizations is provided on ComEd Ex. 13.05. 364 

Q. What is covered by Section 501(c)(19)? 365 

A. Yes. The IRS explains 501(c)(19) as follows: 366 

“To be exempt under Internal Revenue Code section 501(c)(19), an organization must be 367 

either (A) a post or organization of past or present members of the United States Armed 368 

Forces (USAF); (B) an auxiliary unit or society of such post or organization; or (C) a 369 

trust or foundation for such post or organization.”  370 

Available at http://www.irs.gov/charities/nonprofits/article/0,,id=96230,00.html 371 

Q. Which organization to which ComEd made donations is a 501(c)(19) organization? 372 

A. The American Legion – Commonwealth Edison Post 118. Additional information 373 

regarding this organization is provided on ComEd Ex. 13.05. 374 

Q. Were there any organizations to which ComEd made charitable donations that 375 

ComEd was unable to determine its tax status? 376 

A. Yes.  There were five such organizations.  These are identified on the attachment to 377 

ComEd’s Supplemental Response to Staff Data Request ST 3.02 labeled as ST 3.02 378 

SUPP_Attach 1 (PUBLIC) (public version included in ComEd Ex. 13.10)..  Additional 379 

detail regarding the purpose of the specific donation and/or the organization is provided 380 

on ComEd Ex. 13.05.  381 

Q. Did you make any other adjustments to charitable contributions? 382 
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A. Yes.  Upon further review, ComEd has removed the donations made to the Baltimore 383 

City Foundation, the Baltimore Community Foundation, and Morgan State University. 384 

While these organizations provide for the public welfare or provide educational services, 385 

these specific donations were conditions of the Exelon merger with Constellation Energy 386 

and as such, should not have been included with ComEd’s charitable donations.  387 

Removing these three donations reduces ComEd’s requested recovery of charitable 388 

donations by $47,000. 389 

D. Lobbying Costs 390 

Q. Mr. Tolsdorf recommends an adjustment to ComEd’s revenue requirement to 391 

exclude lobbying costs. Is this adjustment necessary? 392 

A. While I agree with Mr. Tolsdorf that lobbying costs should not be included in ComEd’s 393 

revenue requirement, his adjustment is unnecessary. 394 

Q. Why is his adjustment unnecessary? 395 

A. The costs that Mr. Tolsdorf recommends disallowing were initially recorded in account 396 

928, but were reclassified to FERC Account 426.4 (a “below the line” account) prior to 397 

ComEd’s completion of its 2011 FERC Form 1 and were not included in ComEd’s 398 

revenue requirement. Because this information was provided to Mr. Tolsdorf in ComEd’s 399 

Supplemental Response to Staff Data Request ST 2.06, which was served subsequent to 400 

Staff’s submission of their direct testimony Mr. Tolsdorf likely did not have all the 401 

information at the time his direct testimony was filed.  402 
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V. Billing Determinants 403 

Q. Can you please describe the billing determinants ComEd applies in its calculation of 404 

charges? 405 

A. Yes.  There are two basic types – (1) the number of customers and (2) the amount of 406 

electricity delivered (kilowatt-hours (kWh) which is the amount of electricity delivered 407 

and kilowatts of demand (kW) which is the rate at which electricity is delivered).  In 408 

determining its applicable customer charges, ComEd uses a combination of its customer 409 

count, kWh deliveries and, for some customer classes, kW of demand.  410 

Q. How are the billing determinants applied in the calculation of charges? 411 

A. In a very general sense, the fixed charge is determined by dividing the fixed costs by the 412 

number of bills in a year, which is generally the number of customers multiplied by 12 413 

monthly bills.  The variable charge is determined by dividing the variable costs by the 414 

number of kWhs consumed.  415 

Q. All else being equal, if the customer count or the number of kWhs is changed, what 416 

is the effect on charges? 417 

A. If, for example, the customer count is increased, the fixed charge will be lower, or if the 418 

customer count is decreased, the fixed charge will be higher.  The same principal holds 419 

true for the kWh deliveries and the variable charges. 420 

Q. Does changing the billing determinants have any effect on ComEd’s revenue 421 

requirement? 422 
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A. No, but changing the billing determinants does change the amount of revenue ComEd 423 

will ultimately recover. 424 

Q. Why does changing the billing determinants change the amount ComEd will 425 

ultimately recover? 426 

A. As discussed above, determination of charges is dependent upon both the billing 427 

determinants and the associated costs (or revenue requirement).  If, for example, again 428 

with all else being equal, the customer count portion of the equation is increased, the unit 429 

charge will be lower and the amount of revenue collected will be lower.  430 

Q. Which billing determinants did ComEd apply in the determination of its customer 431 

charges as provided in ComEd Ex. 9.2? 432 

A. ComEd applied its 2011 weather-normal billing determinants.  433 

Q. Why did ComEd apply its 2011 weather-normal billing determinants? 434 

A. Because Section 16-108.5(c)(4)(H) of EIMA requires the application of historical, 435 

weather-normal billing determinants.  220 ILCS 5/16-108.5(c)(4)(H).  In this proceeding, 436 

that would be 2011 weather-normal billing determinants. 437 

Q. Would this be in compliance with EIMA? 438 

A. Although I am not an attorney, my understanding is that it is in compliance. 439 

Q. Is this an accurate representation of ComEd’s actual billing determinants? 440 

A. Yes. 441 

Q. Have any parties suggested the application of any other billing determinants? 442 
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A. Yes. Both Mr. Effron and Mr. Smith recommend that the historical weather-normal 443 

billing determinants (i.e., 2011 actual) not be used.  Rather, both recommend that the 444 

customer count portion of the 2011 weather-normal billing determinants be revised to 445 

include estimated growth in 2012 customers.  446 

Q. Why do they recommend this change to the 2011 weather-normal billing 447 

determinants? 448 

A. Both rely on the Commission’s Final Order in ICC Docket No. 11-0721 which required 449 

ComEd to revise the customer count portion of its 2010 weather-normal billing 450 

determinants to use 2011 data and the fact that ComEd included its 2012 forecasted plant 451 

additions in its requested rate base.  I note, however, that the Final Order in ICC Docket 452 

No. 11-0721 mistakenly treated the AG/AARP proposal approved in that docket as being 453 

based on 2010 data, stating in part: “AG/AARP stated in the very beginning of their 454 

argument that the information they have is 2010 information, not 2011 information.”  11-455 

0721 Order at 75.  That simply is not correct.  The AG/AARP adjustment was based on 456 

using 2011 data to modify 2010 data, as AG/AARP repeatedly and consistently made 457 

clear in that Docket and again in the instant Docket.  AG/AARP proposed an 458 

asymmetrical modification to the 2010 billing determinants that only reflected 2011 459 

growth in the number of customers (expressly based on data from January to October 460 

2011) and ignored the 2011 decrease in kWh delivery during the same period.  Docket 461 

No. 11-0721, Effron Dir., AG/AARP Ex. 2.0 Rev., 17:367-85; Effron Dir., AG/AARP 462 

Ex. 2.2; AG/AARP Init. Br. at 53; AG/AARP Reply Br. at 32-35.  See also Docket No. 463 

11-0721, Fruehe Sur., ComEd Ex. 22.0, 25:526-47; Fruehe Reb., ComEd. Ex. 13.0 464 
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45:968-46:991; ComEd Corr. Init. Br. at 51; ComEd Reply Br. at 32-33; ComEd BOE at 465 

45. 466 

Q. Did ComEd include its 2012 forecasted plant additions in its request rate base? 467 

A. Yes.  As required by Section 16-108.5(c)(6), ComEd included its 2012 forecasted plant 468 

additions.  220 ILCS 5/16-108.5(c)(6). 469 

Q. Does EIMA state that a corresponding update to the billing determinants should be 470 

applied? 471 

A. No.  Section 16-108.5(c)(4)(H) very clearly requires that historical, weather-normal 472 

billing determinants be applied.  220 ILCS 5/16-108.5(c)(4)(H). 473 

Q.  Do you agree with Mr. Effron that the Commission’s decision regarding billing 474 

determinants in Docket No. 11-0721 applies to this proceeding and that the 2012 475 

estimated increase in customer count should be included in the billing 476 

determinants? 477 

A. While I am not an attorney, and rely on the advice of counsel on this matter, my 478 

understanding is that the Commission’s decision in Docket 11-0721 was specific to the 479 

application of billing determinants for rates that went into effect in June, 2012.  In 480 

addition, as I noted above, the Order there concluded that 2010 data should be used, but, 481 

in fact, the AG’s data included a selective adjustment based on 2011 data.  I also 482 

understand that this matter will be addressed further in ComEd’s briefs. 483 

Q. Does either Mr. Effron or Mr. Smith recommend a change to update ComEd’s kWh 484 

portion of its billing determinants? 485 
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A. No.  Although a decrease in kWh deliveries was clearly identified in ComEd’s 486 

Supplemental Response to Attorney General Data Request AG 1.07, neither  Mr. Effron 487 

nor Mr. Smith recommend a change to reflect the estimated decrease in ComEd weather-488 

normal kWh sales in 2012 versus 2011.  I would also note that both Mr. Effron and Mr. 489 

Smith have based their conclusions on the use of 2010 and 2011 data.  2011 data also 490 

showed a decrease in weather-normal kWh deliveries over 2010. 491 

Q. But Mr. Effron argues that “[i]t is still appropriate and internally consistent to 492 

match the billing determinants used in the calculation of rates necessary to produce 493 

the approved net revenue requirement to the plant used to provide service included in 494 

rate base” (Effron Dir., AG/AARP Ex. 2.0, 8:178-81 (emphasis added)) and Mr. 495 

Smith argues that “[i]t is therefore appropriate and consistent to match the billing 496 

determinants used in the calculation of rates necessary to produce the approved net 497 

revenue requirement to the plant used to provide service included in rate base” 498 

(Smith Dir., CUB Ex. 1.0, 18:426-29 (emphasis added)).  Are they correct? 499 

A. No, for two reasons.  First, it is not in compliance with EIMA, as ComEd will address in 500 

its briefing.  Second, their recommended adjustment is one-sided and will result in billing 501 

determinants not matching the costs included in the revenue requirement as the weather-502 

normal kWh billing determinants have decreased.  503 

Q. Should ComEd adjust its billing determinants to account for the lower amount of 504 

kWh deliveries in 2012 versus 2011? 505 

A. While it would be consistent with the proposal made by Mr. Effron and Mr. Smith, it 506 

would be contrary to EIMA, as is the adjustment to customer count.  However, if 507 
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AG/CUB’s proposal to use customer counts for 2012 were to be approved, then 2012 508 

billing determinants for kWh sales would have to be reflected to be consistent.   509 

Q. What is the effect of the adjustment proposed by Mr. Effron and Mr. Smith? 510 

A. The effect of increasing the customer count will decrease the fixed side of the equation 511 

(which will result in less revenue) and ignore the fact that weather-normal kWh deliveries 512 

are lower, which also results in lower revenue if a corresponding adjustment is not made.  513 

In other words, it is less likely that ComEd will actually recover its fully allowed revenue 514 

requirement if Mr. Effron’s and Mr. Smith’s position is accepted and no change to kWh 515 

deliveries is made.  516 

Q. Have your prepared an analysis of the impact of the increase in customer count and 517 

the decrease in kWh deliveries? 518 

A. Yes.  ComEd Ex. 13.08 is an analysis which calculates the net effect to revenues related 519 

to the increase in 2012 customer count and the decrease in 2012 kWh deliveries.  I have 520 

based my analysis on the data ComEd provided in its Supplemental Response to Attorney 521 

General Data Request AG 1.07, which included the year-to-date change in customer 522 

count and kWh deliveries. I would note that the 2012 year-to-date percentage increase in 523 

both the residential and small commercial and industrial (Small C&I) customer counts are 524 

less than the 2011 over 2010 increases used in the testimonies of both Mr. Effron and Mr. 525 

Smith.1  526 

                                                      
1 In this analysis, ComEd has applied its revenue requirement from ComEd Ex. 10.2 as it has not 
completed and submitted an updated ECOSS with its rebuttal testimony.  Any differences in the analysis 
results based upon the difference in the revenue requirement should be minimal.  
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Q. Based upon your analysis, what are the increases to customer counts and decreases 527 

to kWh deliveries? 528 

A. The year-to-date numbers show increases in customer counts of the residential and Small 529 

C&I customer classes of 0.29% and 0.39%, respectively.  Weather normal kWh 530 

deliveries have decreased in the residential and Small C&I classes by 2.53% and 0.97%, 531 

respectively.  I would also note that usage per customer has declined in both the 532 

residential and Small C&I classes by 2.81% and 1.36%, respectively.  533 

Q. Based on your analysis, how will revenue be impacted by these changes? 534 

A. Assuming normal weather, revenues will be lower by $12.8 million.  This is the net result 535 

of an increase in revenues due to increased customer count of $1.8 million offset by a 536 

revenue decrease of $14.6 million due to decreased kWh deliveries.  537 

Q. If the proposal to increase the billing determinants for increased customer count is 538 

accepted by the Commission, how will revenues be affected? 539 

A. This will only exacerbate the issue.  Not only will revenues be lower due to the decrease 540 

in kWh deliveries, but they will also be lower if their proposal is accepted.  541 

VI. Cost of Capital 542 

A. ComEd Cost of Capital 543 

Q. What is ComEd’s cost of capital? 544 

A. For purposes of the reconciliation year, 2011, ComEd’s overall cost of capital is 7.58%, 545 

and for the 2012 plan year, ComEd’s overall cost of capital is 7.54%.  The capital 546 

structure and debt costs supporting this figure have been revised from ComEd Ex. 10.2 547 
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and are presented on ComEd Ex. 13.01, Sch. FR D-1.  ComEd’s cost of equity has not 548 

changed from that presented on ComEd Ex. 10.2, Sch. FR D-1. 549 

B. Embedded Cost of Debt 550 

Q. Staff Witness Michael McNally proposes revisions to ComEd’s embedded cost of 551 

long term debt.  Do you agree with his proposed changes? 552 

A. ComEd has adopted several, although not all, of Mr. McNally’s changes.  ComEd 553 

adopted Mr. McNally’s days outstanding counting convention that applied to debt retired 554 

within calendar year 2011, and corrected a spreadsheet error related to unamortized 555 

discount for the First Mortgage Series 103B Bonds.  These changes are reflected on 556 

ComEd Ex. 13.02, WP 13, and all changes in aggregate result in an embedded cost of 557 

long term debt of 5.78%.  558 

Q. Do you agree with the adjustments made by Mr. McNally to the Series 2008D, 559 

2008E, and 2008F Pollution Control Bonds? 560 

A. No, I do not.  These bonds were retired on October 12, 2011, prior to their original 561 

maturity dates.  As a result, their balances and costs should reflect that they were 562 

outstanding for only a portion of the year.  In its calculation of the annual interest 563 

expense for these bonds, ComEd adjusted the face amount outstanding of the debt to 564 

account for the fact that it was not outstanding for the entirety of 2011 but maintained the 565 

annual interest rate.  Mr. McNally adjusted the face amount outstanding but also 566 

calculated an effective the interest rate.  Making both adjustments is improper and has the 567 

effect of doubling the reduction for coupon interest.  In response to ComEd’s Data 568 

Request to Staff, ComEd-Staff 3.01, (included in ComEd Ex. 13.10), Mr. McNally has 569 
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agreed that this represents a double-counting and that only one of the two adjustments is 570 

necessary.   571 

ComEd has updated 2011 coupon interest for these bonds, and for all other bonds 572 

outstanding during 2011, to reflect the actual interest paid as documented on Pages 23a-573 

23b of the ILCC Form 21.  These updated amounts are shown on the revised formula rate 574 

workpaper WP 12 and “Part 285” Sched. D-3 Embedded Cost of Long Term Debt as 575 

ComEd Ex. 3.02 and ComEd Ex. 13.03, respectively. 576 

Q. In several instances, the Amortization of Discount (Premium) and Amortization of 577 

Debt Expense and their corresponding unamortized balances on Mr. McNally’s 578 

Schedule 4.04 differ from those presented in ComEd’s Schedule D-3.  Can you 579 

explain these differences? 580 

A. Yes.  Mr. McNally re-calculates these amortized amounts using the year-end 2010 581 

balances and the debt maturity dates.  ComEd Ex. 13.03,  Sched. D-3 uses the amounts 582 

provided in the ILCC FERC Form 21, Supplemental Pages 26a-27b.  In most cases the 583 

differences are quite small and unlikely to lead to a change in the overall cost of capital.  584 

However an annually updated formula rate, in contrast to traditional test year ratemaking, 585 

is designed to recover actual costs and adjust for any year-to-year variances through the 586 

annual reconciliation and update process.  ComEd believes that a schedule showing 587 

actual interest costs, as provided to the Commission in the FERC Form 21, best 588 

represents actual costs and sources the amounts from a document that is transparent and 589 

available to all parties in the case.  Accordingly, notwithstanding the small magnitude of 590 
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the differences and the lack of overall impact on cost of debt, ComEd does not agree that 591 

Mr. McNally’s methodology for calculating these amounts is consistent with EIMA. 592 

Q. Mr. McNally makes an adjustment to the cost of debt associated with the reduction 593 

in unamortized losses due to the generation-related portion of reacquired debt 594 

written off in the fourth quarter of 1997.  Do you agree with his adjustment? 595 

A. I agree with it in concept but disagree with his calculation methodology.  ComEd, in its 596 

revised filing of June 13, 2012 (ComEd Ex. 10.2), omitted amounts related to the 597 

reduction due to the generation-related portion of unamortized losses on reacquired debt 598 

written off in the fourth quarter of 1997 as a result of ComEd’s discontinuance of SFAS 599 

No. 71.  I agree with Mr. McNally that these amounts should be included in the cost of 600 

debt.  However, Mr. McNally’s calculation (see McNally Dir., Staff Ex. 4.0, Sched. 4.04)  601 

contains two errors.  First, Mr. McNally adjusts the unamortized balance by ($2,624,489), 602 

which is the change in the balance during calendar year 2010, not calendar year 2011.  603 

The correct amount of the amortization is ($2,240,678), which is the change in the 2011 604 

beginning balance and 2011 ending balance as shown on ComEd’s ILCC Form 21, Page 605 

24c.  Second, Mr. McNally re-calculates the 2011 ending balance using the 2010 ending 606 

balance and 2010 amortization amount to arrive at an amount of ($5,631,001) and an 607 

average 2011 balance of ($6,943,246).  The actual 2011 ending balance, as shown in the 608 

ILCC Form 21, is ($6,014,812), and the actual average 2011 balance is ($7,135,151).   609 

Using the actual amounts associated with the reduction as shown in the ILCC Form 21, in 610 

combination with the changes to Mr. McNally’s adjustments related to the Series 2008D, 611 

2008E, and 2008F Pollution Control Bonds, results in an embedded cost of debt that is 612 
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one basis point higher than Mr. McNally’s calculation and results in no overall change to 613 

the cost of capital.  Nevertheless, ComEd contends that re-calculation, normalization, or 614 

other adjustments to the amounts and balances shown in the ILCC FERC Form 21 615 

represent improper pro forma adjustments and may not result in ComEd recovering the 616 

actual costs of delivery service as permitted in the statute. 617 

C. Credit Facility Costs 618 

Q. Mr. McNally proposes an adjustment to the cost of ComEd’s credit facilities related 619 

to ComEd’s community and minority-owned bank credit facility.  Do you agree with 620 

his proposed adjustment? 621 

A. I do not agree with his methodology.  However, in order to limit the issues in dispute in 622 

this proceeding and given that there is no change to the cost of capital, I will accept Mr. 623 

McNally’s cost of credit facilities of $10,104,000.   624 

Q. Why do you dispute Mr. McNally’s methodology? 625 

A. Mr. McNally proposed to permit ComEd to recover $10,104,000 of its credit facility 626 

costs, a reduction of $1,000 compared to ComEd’s proposal.  This amount does not 627 

change the cost of capital related to the credit facilities.  Nevertheless, Mr. McNally’s 628 

adjustment is premised on the fact that ComEd’s credit facilities were jointly arranged 629 

with those of Exelon Generation and PECO, and therefore the costs should be allocated 630 

on a pro-rata basis.  McNally Dir., Staff Ex. 4.0, 10:188-92.  This premise is not accurate.  631 

While ComEd’s credit facility was negotiated at the same time with those of Exelon 632 

Generation and PECO, and while many (though not all) of the banks are the same, these 633 

bank costs were separately negotiated by and separately billed to all three companies.  634 
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The amounts paid by ComEd to each bank are negotiated several months before the 635 

facility is closed and are divided proportionately given the targeted size of the credit 636 

facility.  Those amounts may differ from the pro-rata share if the actual amount of the 637 

credit facility at closing is different than the targeted size at the time of fee negotiation.  638 

ComEd believes that it should be permitted to recover these bank fees  irrespective of 639 

whether those costs are different from those incurred by ComEd’s affiliates, absent a 640 

finding that these bank fees are unreasonable or imprudently incurred.  ComEd Ex. 13.07 641 

provides fee agreement letters signed by Joseph Trpik, ComEd’s Chief Financial Officer 642 

and Treasurer, and wire transfer details showing payments from ComEd’s account to 643 

those of the arranging banks.  Together, these documents demonstrate that these fees 644 

were separately and independently billed to ComEd and that ComEd is not improperly 645 

paying fees incurred by affiliated companies. 646 

D. Equity Balance 647 

Q. Do you agree with Mr. McNally’s common equity balances? 648 

A. No.  In Staff Ex. 4.0, Sched. 4.5, there appears to be a scrivener’s error in one of his 649 

monthly balances.  In particular, the monthly balance for July 2011 appears as 650 

$6,855,424,000.  McNally Dir., Staff Ex. 4.0, Sched. 4.5.  The correct balance for July 651 

2011 is $6,885,424,000.  Once, this error is corrected, Mr. McNally’s equity balance (less 652 

goodwill) is equal to the balance presented in ComEd Ex. 13.01, Sch. FR D-1 of 653 

$4,236,935,000. 654 
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VII. Use of the Formula Rate Template and Traditional Schedules 655 

Q. In development of Staff’s recommended revenue requirement, did Staff use the 656 

Formula Rate template approved by the Commission in Docket 11-0721? 657 

A. No.  Staff used the “traditional” or Part 285 schedules that are typically utilized in an 658 

Article IX filing.  659 

Q. What explanation does Staff provide for using the traditional schedules rather than 660 

the formula rate template? 661 

A. According to Staff witness Burma Jones, “[t]he formula rate schedules approved by the 662 

Commission in Docket No. 11-0721 do not include any provision for adjustments to the 663 

inputs by Staff, intervenors, or the Commission’s Final Order approving the revenue 664 

requirement on which rates will be set.”  Jones Dir., Staff Ex. 1.0, 4:79-82. 665 

Q. Is her assertion correct? 666 

A. No.  Numerous inputs to the formula rate template can be revised and updated.  While 667 

ComEd does not necessarily agree with most of Staff’s recommendations, ComEd has, 668 

for illustrative purposes, populated the formula rate template with Staff’s recommended 669 

changes to the revenue requirement and attached this document to my rebuttal testimony 670 

as ComEd Ex. 13.09.  This document includes a summary of the changes with specific 671 

inputs identified. Derivative adjustments, such as interest synchronization, mechanically 672 

flow through the template, thus separate calculations are not necessary.  In addition, 673 

because of the interdependencies of that the ROE collar and cash working capital have 674 

with the calculation of the revenue requirement, multiple iterations must be performed.  675 
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Q. Ms. Jones also asserts that ComEd provided the traditional schedules and that 676 

“[t]he same revenue requirement was generated using the schedules under the 677 

formula rate method as the traditional schedules. Therefore, Staff is basing its 678 

recommended revenue requirement for the formula rates on the traditional revenue 679 

requirement schedules, which do provide for adjustments to the inputs.” Do you 680 

agree with Staff’s use of the traditional schedules for calculation of the revenue 681 

requirement? 682 

A. No.  First, there some differences between the traditional schedules and the formula rate 683 

template that need to be identified.  In particular, the traditional schedules do not include 684 

a method of calculating the ROE collar included in the formula (Sch. FR A-3 and Sch. 685 

FR A-1).  Staff had to create one to include with the traditional schedules.  Also, Staff 686 

had to create a schedule which recreated the reconciliation calculation that is provided on 687 

Sch. FR A-4 of the formula rate template.  Second, ComEd included the traditional 688 

schedules with its initial filing for informational purposes to show how the revenue 689 

requirement was calculated under the traditional method and to provide a user, familiar 690 

with the traditional schedules used in an Article IX filing, a comparison of the two 691 

methods to provide assurance that, for the most part, the calculations are essentially the 692 

same.  These schedules were not provided as a substitute for the formula rate template’s 693 

schedules and appendices.  694 

Q. Does Staff’s calculation of ComEd’s revenue requirement include any schedules that 695 

are not included in the formula rate template? 696 
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A. Yes.  Staff has calculated two cash working capital (CWC) requirements, one for the 697 

2011 reconciliation and one for the 2012 plan year.  The calculation of the CWC 698 

requirement for the 2012 plan year is unnecessary and not in compliance with EIMA, as 699 

only 2011 actual costs plus projected plant additions, accumulated depreciation, ADIT 700 

and depreciation expense should be used.  701 

Q. Are there any other reasons why the formula rate template should be used? 702 

A. Yes.  As further discussed in the rebuttal testimony of Ms. Houtsma, Staff did not 703 

properly calculate the change to the collar calculation.  Using WP 22 in conjunction with 704 

Sch. FR A-3 and Sch. A-1 is critical to performing the calculation correctly.  705 

VIII. Conclusion 706 

Q. Does this conclude your rebuttal testimony? 707 

A. Yes. 708 


