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I. INTRODUCTION 

The Proposed Order issued by the ALJs addressed three issues on Rehearing:  (1) the 

Pension Asset Issue; (2) Average Year vs. Year-End Rate Base; and (3) the Methodology 

Regarding Calculation of Interest on Reconciliation Adjustments.  In permitting rehearing 

on the methodology for calculating interest on reconciliation adjustments, the 

Commission stated that it wanted “the record as complete as possible to gather further 

testimony and expertise from all parties in this case.”  Public Utility Specia l Open 

Meeting, June 22, 2012, Tr. 5-6.  Presumably, this stated interest in compiling a thorough 

record on the methodology for calculating interest on reconciliation adjustments meant 

the Commission desired an exhaustive analysis of the issue and the evidence presented on 

rehearing.  But such an examination of the arguments presented by the People, AARP and 

other stakeholders on this topic is missing in the Proposed Order.  Instead, the Proposed 

Order  adopts ComEd’s proposal to reflect an interest rate on  reconciliation adjustments 

equivalent to the utility’s weighted average cost of capital (“WACC”) without addressing 

why other proposals and objections are rejected.  Missing are critical findings of fact and 

law on testimony and legal arguments presented by the parties that contradict the 

Proposed Order’s conclusion on this point.  

Conspicuously absent in the ALJs’ ruling, for example, is any discussion of how 

the words “with interest” (on reconciliation balances), specifically referenced in Section 

16-108.5(d) and other subsections of the Energy Infrastructure and Modernization Act 

(“EIMA”), should be interpreted in light of other references to retroactive adjustments of 

rates “with interest” that appear throughout the Public Utilities Act.  The Commission has never 
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interpreted the words “with interest” as permitting a rate of interest equal to a utility’s WACC.   

Yet the Proposed Order ignores this fact, and never discusses this point and the arguments 

presented regarding appropriate statutory interpretation.  

  Another argument ignored in the Proposed Order is the detailed testimony 

presented in Rehearing by AG/AARP that reconciliation interest should represent some 

reasonable estimate of what it costs the utility to finance marginal or incremental new capital 

requirements over the relatively short, two-year lag in reconciliation balance cost recovery.  The 

evidence shows that the relevant cost measure is not the utility’s historical embedded capital 

costs, such as the WACC, which includes the cost of long term debt and equity for all of the 

prior years in which debt was issued and is still outstanding.  Instead, use of a short term debt (or 

even the Commission-ordered hybrid amount approved in the May 29, 2012 Order) reflects the 

fact that the reconciliation balances can be either positive amounts that require incremental 

financing until recovered from customers within two years or negative amounts that provide 

capital from customers until refunded through reconciliation rates.  

As discussed below, the Commission should enter a Final Order in this proceeding that 

ensures ratepayers pay no more than the actual unrecovered costs reconciled “with interest” that 

truly reflect the time value of money over the two-year period from the collection of formula 

rates through the date the reconciled amounts are recovered in rates.  Indeed, a reasonable 

balance that is quite generous to ComEd was struck by the Commission in its May 29 Order 

adopting a blended long- and short-term debt cost rate, as Mr. Brosch testified on rehearing.   

Rather than using ComEd’s embedded cost of long-term debt, the evidence supports a Final 

Order on Rehearing that adopts a blended debt cost rate which relies upon the market interest 

rates currently available for newly issued debt that are indicative of the marginal financing costs.  
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As AG/AARP witness Brosch pointed out, because future reconciliation balances, either positive 

or negative, may extend over more than 12 months to up to 24 months, blending of longer-term 

debt cost rates is appropriate.   

Finally, the Proposed Order fails to even discuss, let alone analyze, the important 

evidence presented by the People and AARP on the need to reflect a deduction for deferred taxes 

that has been realized by the Company in the calculation of interest on reconciliation adjustments 

balances.  These deferred tax savings represent positive cash flow benefits that are no less real 

than the unrecovered costs that make up the reconciliation balance, and must be reflected in the 

calculation of interest to ensure that ComEd recovers only its actual costs and ratepayers do not 

pay excessive rates.  Instead, the Proposed Order surmises that any analysis of this issue is 

“outside of the scope of the application for rehearing.”  Proposed Order at 29.  Such a conclusion 

hardly coincides with the Commission’s declared interest in a “record as complete as possible 

to gather further testimony and expertise from all parties in this case.”
1
  The 

Commission’s Final Order should ensure that deferred taxes, which represent a real, cash 

flow benefit to the Company, are reflected in the calculation of reconciliation interest 

adjustments.  

II. EXCEPTION I:  THE PROPOSED ORDER’S CONCLUSION ON THE 

INTEREST RATE TO BE APPLIED TO UNDER/OVER COLLECTIONS 

(RECONCILIATION INTEREST RATE) LACKS SUFFICIENT ANALYSIS OF 

THE RECORD AND THE LAW AND SHOULD BE REVISED.  

 

Section 16-108.5(d) of the Act requires that the calculated difference between the 

previously approved inception formula rate revenue requirement and the later reconciled, actual 

revenue requirement is to be added into the next year’s revenue requirement, with interest, so 

                                                      
1
  Public Utility Special Open Meeting, June 22, 2012, Tr. 5-6.   
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that the utility ultimately receives the full recovery of the “actual” cost of service from 

consumers.  The relevant section of the Act states: 

The filing shall also include a reconciliation of the revenue 

requirement that was in effect for the prior rate year (as set by the 

cost inputs for the prior rate year) with the actual revenue 

requirement for the prior rate year (as reflected in the applicable 

FERC Form 1 that reports the actual costs for the prior rate year). 

Any over-collection or under-collection indicated by such 

reconciliation shall be reflected as a credit against, or recovered as 

an additional charge to, respectively, with interest, the charges for 

the applicable rate year. 

 

220 ILCS 5/16-108.5(d) (emphasis added).  The Proposed Order acknowledges that the 

consensus of the parties is that the “interest” included in this subsection of the Act references the 

recognition of the time-value of money in the reconciliation adjustment calculation.  Proposed 

Order at 29.   However, it wrongly concludes that the word “interest” as referenced in the statute 

translates into the utility’s weighted average cost of capital (“WACC”).  The Proposed 

Commission Analysis and Conclusion states:   

Despite the disagreements, the general consensus amongst 

all of the parties is that the interest rate approved on reconciliation 

balance is intended to compensate for the time value of money.  

Some parties maintain that ComEd will finance under-recovery 

balances with short-term debt.  This argument is based on the 

assumption that it is possible to trace capital from source to use.  In 

the context of utility rate cases, this is an assumption that the 

Commission typically rejects because cash is fungible.  One 

exception is the assumption that short-term debt is the first source 

of capital used to finance CWIP.  This assumption, however, is a 

regulatory prescription not an economic one.  It is simply a 

regulatory determination made in calculating the interest rate 

accrued on AFUDC associated with CWIP.  

 

From an economic perspective, the Commission continues 

to generally believe that cash is fungible and cannot be traced from 

source to use.  In the case of an under-recovery balance, it is not 

clear to the Commission that ComEd would rely exclusively on 

short-term debt, or debt, to fund the under-recovery.  The 



5 
 

Commission would not expect ComEd to totally change the way it 

manages its capital structure.  The Commission does not believe 

the record on rehearing supports a finding that ComEd will or 

should finance reconciliation under-recoveries with only debt or 

short-term debt.  The record supports a finding that reconciliation 

under-recoveries will likely be typical utility investments and 

expenses, some which may be capitalized, and will be financed 

with ComEd's capital just like other investments and expenses.  

The Commission finds that the WACC is the appropriate interest 

rate to apply to under-recovered reconciliation balances.   

 

As for reconciliation over-recoveries, the Commission 

maintains that WACC is by definition ComEd's time value of 

money and that over-recoveries should not be treated any 

differently than under-recoveries.   

 

Regarding whether interest should be applied to the portion 

of the reconciliation balance that represents deferred taxes the 

Commission finds that this issue is outside of the scope of the 

application for rehearing.   

 

 

Proposed Order at 29.  This conclusion, it should be noted, mirrors the proposed conclusion in 

the Ameren formula rate proceeding, Docket No. 12-0001
2
 despite the fact that the Commission 

ordered rehearing precisely to expand the record and analysis of this issue.   

There are several reasons why the adoption of a WACC as the interest rate should be 

rejected in the Commission’s final Order, as discussed below.  In addition, interest should be 

applied to reconciliation balances that exclude the Company’s deferred income taxes.   

A. The Commission Has Never Interpreted the Statutory Language 

“With Interest” as a Utility’s Weighted Average Cost of Capital.  

 

The People and AARP pointed out in their Initial Brief on Rehearing that the language of 

Section 16-108.5 of the Act and principles of statutory interpretation support rejection of 

ComEd’s and the ALJs’ proposal to apply a weighted average cost of capital interest rate  to the 

reconciliation balance/credit.  See AG/AARP Initial Brief at 11-15.  An entire section of the 

                                                      
2
 See ICC Docket No. 12-0001, Proposed Order of  August 22, 2012 at 184-185. 
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AG/AARP Brief on Rehearing was devoted to citing relevant case law and statutory citations 

from the Public Utilities Act to show that adoption of the ComEd-preferred WACC as the basis 

for the “interest” on reconciliation balances is utterly inconsistent with past Commission 

interpretations of what constitutes “interest” under the Act.  Section 16-108.5(c) specifically 

requires the Commission to “Provide for the recovery of the utility's actual costs of delivery 

services that are prudently incurred and reasonable in amount consistent with Commission 

practice and law.”   220 ILCS 5/16-108.5(c)(1).  Ignoring the interest rates utilized by the 

Commission in the past violates the intent of EIMA to consistently apply past practice and law in 

establishing formula rates.   ComEd failed to respond to these statutory arguments in its Reply 

Brief on Rehearing.  Likewise, a discussion and analysis of the points raised on this legal issue 

are conspicuously absent from the Proposed Order.  Clearly the Commission wanted a full 

analysis of the interest rate issue, and Illinois law requires that the Commission address these 

legal arguments in its Final Order on Rehearing.  A review of this precedent compels the 

conclusion  that “interest” on reconciliation adjustments does not equal a utility’s WACC.   

As noted in the AG/AARP Initial Brief on Rehearing, the words used by the General 

Assembly -- “with interest” – are used elsewhere within the EIMA and, indeed, throughout the 

Public Utilities Act.  For example, in addition to the annual reconciliation provisions of Section 

16-108.5, subsection (b)(2) provides for a retroactive return to traditional ratemaking and an 

adjustment “with interest,” if the Commission finds, after notice and hearing, that a participating 

utility is not satisfying its investment amount commitments described in Section 16-108.5(b).  

According to this subsection, the then current rates remain in effect “until such time as new rates 

are set pursuant to Article IX of this Act, subject to retroactive adjustment, with interest, to 

reconcile rates charged with actual costs.”  220 ILCS 5/16-108.5(b).  If the WACC were applied 
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to this retroactive adjustment, the utility would have an incentive to postpone filing a new rate 

case because recovery of the WACC on a retroactive balance enables it to recover the WACC on 

expenses as well as on rate base.
3
  

Section 16-108.5(g) also references the awarding of retroactive adjustments of rates “with 

interest” in the event that the formula rate becomes inoperative due to an average annual increase 

exceeding 2.5% as calculated pursuant to that same subsection.  220 ILCS 5/16-108.5(g).   

Similarly, subsection (h) of Section 16-108.5 references a similar retroactive adjustment of rates, 

“with interest” in the event that the Commission finds in 2017 that the change in the total 

average amount per kilowatt hour paid by residential customers between June 1, 2011 and May 

31, 2017 exceeds 2.5% compounded annually.  220 ILCS 5/16-108.5(h).  Similar retroactive 

adjustments “with interest” are provided for in 2022, when the EIMA sunsets.  Id. 

When evaluating the appropriate interest rate to be applied, the Commission’s analysis of 

this issue must begin with an examination of the statutory language itself.  People ex rel. The 

Department of Public Aid v. Smith, 212 Ill.2d 389, 818 N.E.2d 1204 (2004) (“Smith”).  The 

primary objective in construing a statute is to determine and give effect to the legislature’s intent.  

Id., citing Yang v. City of Chicago, 195 Ill.2d 96, 745 N.E.2d 541 (2001).  As such, each 

undefined word in the statute must be ascribed its ordinary and popularly understood meaning.  

Smith, 212 Ill.2d at 397; Texaco-Cities Service Pipeline Co. v. McGaw, 182 Ill.2d 262, 270, 

(1998).  In addition, in evaluating the meaning of the term “interest” the Commission must 

construe the statute as a whole and must consider the word in light of other relevant provisions of 

the statute.  County of DuPage v. Illinois Labor Relations Bd., 231 Ill.2d 593, 604, 900N.E.2d 

1095 (2008); Williams v. Staples, 208 Ill.2d 480, 487, 804 N.E.2d 489 (2004); In re Detention of 

Lieberman, 201 Ill.2d 300, 308, 776 N.E.2d 218 (2002). 

                                                      
3
 The reconciliation balance can include increases to rate base and as well as expenses. 
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Other references to retroactive adjustments of rates “with interest” appear throughout the 

Public Utilities Act, and the Commission has never interpreted these provisions as permitting a 

rate of interest equal to a utility’s WACC.  The following sections of the PUA require the 

payment of interest, and none have been applied to equal the WACC: 

 Section 8-306(k) – Customer refunds. “When the customer is due a refund resulting from 

payment of an overcharge, the utility shall credit the customer in the amount of overpayment 

with interest from the date of overpayment by the customer. The rate for interest shall be at the 

appropriate rate determined by the Commission under 83 Ill. Adm. Code 280.70.” [Emphasis 

added], 220 ILCS 5/8-306(k); 

Section 9-221 -- Municipal taxes.  “If the Commission finds, after a hearing, that such 

supplemental schedule does not correctly specify such additional charge, it shall by order require 

a refund to the appropriate customers of the excess, if any, with interest, in such manner as it 

shall deem just and reasonable, and in and by such order shall require the utility to file an 

amended supplemental schedule corresponding to the finding and order of the Commission.” 

[Emphasis added],  220 ILCS 5/9-221; 

Section 9-222 -- Gas Revenue Taxes.  “If the Commission finds, after a hearing, that such 

supplemental schedule does not correctly specify such additional charge, it shall by order require 

a refund to the appropriate customers of the excess, if any, with interest, in such manner as it 

shall deem just and reasonable, and in and by such order shall require the utility to file an 

amended supplemental schedule corresponding to the finding and order of the Commission.” 

[emphasis added],  220 ILCS 5/9-222; 

Section 9-252 -- Complaint made to ICC for improper charge.   “When complaint is made 

to the Commission concerning any rate or other charge of any public utility and the Commission 
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finds, after a hearing, that the public utility has charged an excessive or unjustly discriminatory 

amount for its product, commodity or service, the Commission may order that the public utility 

make due reparation to the complainant therefor, with interest at the legal rate from the date of 

payment of such excessive or unjustly discriminatory amount.” [emphasis added]), 220 ILCS 

5/9-252;  

Section 9-252.1 -- Billing errors.  “When a customer pays a bill as submitted by a public 

utility and the billing is later found to be incorrect due to an error either in charging more than 

the published rate or in measuring the quantity or volume of service provided, the utility shall 

refund the overcharge with interest from the date of overpayment at the legal rate or at a rate 

prescribed by rule of the Commission.” [emphasis added], 220 ILCS 5/9-252.1; and  

Section 19-115(g)(3)(D) -- Obligations of alternative suppliers.  “The alternative gas 

supplier shall provide to the customer: … (D) refunds of any deposits with interest within 30 

days after the date that the customer changes gas suppliers or discontinues service if the 

customer has satisfied all of his or her outstanding financial obligations to the alternative gas 

supplier at an interest rate set by the Commission which shall be the same as that required of gas 

utilities…” [emphasis added],  220 ILCS 5/19-115(g)(3)(D).   

All of these provisions, which reference the awarding of refunds with interest, are 

designed to make the customer whole for excess revenues collected during a designated period, 

similar to the reconciliation provisions of Section 16-108.5 of the Act.  At no time in the 

awarding of refunds with interest under these provisions has the Commission established a rate 

of interest at the utility’s WACC. 

The Commission is an administrative agency whose power is derived from the 

legislature.  Business and Professional People for the Public Interest v. Illinois Commerce 
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Comm’n, 146 Ill.2d 175, 195 (1991).  While the Commission, and not the Court, is the fact-

finding body (People ex rel. Hartigan v. Illinois Commerce Comm’n, 117 Ill.2d 120, 142 (1987), 

the Commission cannot apply one definition of “with interest” in certain cases and another 

definition in the instant case.  For example, the Commission recently entered an Order in the 

Remand of Docket 07-055, ComEd’s 2007 rate case, that applied the then applicable customer 

deposit interest rate of 0.50% for purposes of establishing a refund amount to customers “with 

interest” (as required under Section 9-253 of the Act).  It would be inconsistent and contrary to 

established precedent to adopt an entirely different definition of “interest” in the instant case.  

See ICC Docket No. 07-0566, Order on Remand of February 23, 2012 at 24-25, 46.   

Likewise, the General Assembly has clearly identified those ratemaking instances when 

the application of a specific “return” is appropriate.  For example, Section 16-108.5 of the Act 

provides that electric utilities opting for formula rates shall be entitled to an “investment return 

on pension assets net of deferred tax benefits equal to the utility's long-term debt cost of capital 

as of the end of the applicable calendar year… .”  220 ILCS 5/16-108.5(c)(4)(D).  Thus, in that 

instance, the General Assembly permitted an “investment return” on longer-lived assets, and 

specified exactly what it meant by an “investment return.”  It is significant that rather than 

specifying use of the utility’s weighted average cost of capital as the “investment return,” it 

specified the long-term debt rate (“the long-term debt cost of capital”).   

The Illinois Supreme Court specifically affirmed the setting of an interest rate based on 

then current market interest rates for a ComEd ratepayer refund order following the reversal of a 

Commission decision in  People ex rel. Hartigan v. Illinois Commerce Comm’n, 148 Ill.2d 348, 

406-407 (1992).   In its review of the 1985 refund order at issue, the Supreme Court specifically 

highlighted the appropriateness of using the then current market rate, highlighting the lower 
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court’s finding that the rate “is commensurate with the range within which the prime rate has 

fluctuated during the refund period from May 1986 to date and it is a rate which reasonably 

could have been secured had the collections been segregated and placed in an escrow outside of 

Edison’s control.”   Hartigan II, 148 Ill.2d at 407. 

That case arose in the 1980s when interest rates were at historic highs.  By contrast, 

interest rates today are relatively low.   See http://www.federalreserve.gov/releases/h15/data.htm
4
  

Regardless of whether interest rates are high or low, however, a reasonable interest rate on the 

short-lived reconciliation balance should reflect the current cost of money as reflected in market 

interest rates as recommended by Mr. Brosch.  The WACC is inappropriate because it is based 

on a different set of historical and current obligations that are not relevant to the reconciliation 

balance. 

In this case, the Commission should consider the characteristics (risk, length of time for 

full recovery) of the reconciliation balance as a component of the Company’s needs and 

obligations, make a regulatory determination that it is simply not reasonable to charge consumers 

(or pay consumers) a rate based on the rate base return (i.e. the WACC) that is itself a composite 

of various rates on obligations unrelated to the reconciliation process.  If the General Assembly 

had meant to apply the WACC to the reconciliation balance, the language of Section 16-108.5 

would have provided for specific “investment return” rates, possibly including the cost of long 

term debt and even an equity component, rather than the “interest” provision in Section 16-

108.5(c)(6).  If the General Assembly had meant to apply the WACC to the reconciliation 

                                                      
4
  The People request that that Commission take administrative notice of the Board of Governors of the 

Federal Reserve System in its weekly H.15 Statistical Release  for which the link is provided.  This is the same 

report referenced in Section 16-108.5(c)(3)(A) of the Act.  Section 200.640(a) of the Commission's rules authorize 

administrative notice of "rules, regulations, administrative rulings and orders, and written policies of governmental 

bodies other than the Commission."  Further, this report is expressly referenced in the law, providing an additional 

indicia of reliability.  

 

http://www.federalreserve.gov/releases/h15/data.htm
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balance, the language of Section 16-108.5 would have provided for specific “investment return” 

rates, possibly including the cost of long term debt and even an equity component, rather than the 

“interest” provision in Section 16-108.5(c)(6).  

In short, applying rules of statutory interpretation that require the Commission to ascribe 

a word’s ordinary and popularly understood meaning (Smith, 212 Ill.2d at 397), construe the 

statute as a whole and consider the word(s) in light of other relevant provisions of the statute 

(County of DuPage v. Illinois Labor Relations Bd., 231 Ill.2d 593, 604, 900N.E.2d 1095 (2008)), 

it is clear that the Proposed Order’s conclusion that the utility’s WACC should be applied to 

reconciliation balances and credits is contrary to a plain reading of Section 16-108.5 specifically, 

and the Act in general, and is inconsistent with Commission understanding and application of the 

term “interest” in other sections of the Act.  

B. Contrary to the Proposed Order’s Conclusion, ComEd Failed To 

Prove that the Utility’s WACC is the Appropriate Rate of Interest to 

Be Applied to Reconciliation Adjustment Amounts. 

  

Another reason why the Commission should reject application of ComEd’s WACC as the 

reconciliation balance interest rate is that the Company failed to provide evidence that the 

WACC was the appropriate compensation for the time value (a maximum two-year period) of 

money.  While the Proposed Order concludes that ComEd might finance any reconciliation 

shortfall with common equity, this is not supported by the record.  The Company has not 

demonstrated that reconciliation balances would require any new equity financing or other 

incremental permanent financing by ComEd, or that it should be assumed that the issuance of 

common equity will be needed to fund the two-year lag that exists in cash recovery of any 

reconciliation balance.  Yet, the interest rate adopted in the Proposed Order would have 

consumers pay the Company its weighted average cost of capital on any reconciliation amount.  
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In addition to not being authorized by the statute, which calls for simple “interest,” as noted 

above, Commission adoption of the Proposed Order would result in ratepayers paying an 

excessive interest rate.  The WACC does not represent the actual cost of incremental, new capital 

needed for the short period of time (no more than 24 months) that the reconciliation amount will 

be outstanding prior to its guaranteed recovery or refund to customers under the formula rate 

statutory provisions.   

 In its Order of May 29, 2012 in this docket, the Commission applied a hybrid 3.42% 

interest rate on the reconciliation balance, which it described as “the weighted costs of short-term 

and long-term debt [and which] exclude[d] the weighted cost of common equity.”
5
  While there 

is ample justification for using the currently lower short term debt cost rate or the customer 

deposit interest rate, a reasonable balance that is quite generous to ComEd was struck by the 

Commission in adopting a blended debt cost rate, Mr. Brosch testified on rehearing.   AG/AARP 

Ex. 5.0 at 13-14; See also AG/AARP Ex. 1.0 at 17-18 (the short term debt and customer deposit 

rates are both justified interest rates for the reconciliation balance).  Because future reconciliation 

balances, either positive or negative, may extend over more than 12 months, some consideration 

and blending of longer-term debt cost rates may be appropriate.  However, rather than using 

ComEd’s embedded cost of long-term debt, Mr. Brosch testified that the Commission‘s blended 

debt cost rate should rely upon the market interest rates currently available for newly issued debt 

that are indicative of the marginal financing costs arising from reconciliation calculations under 

the Act.  This, unlike the WACC, truly represents the utility’s actual “time value of money,” as 

referenced in the Proposed Order.  Proposed Order at 29. 

                                                      
5
 Docket 11-0721, Order of May 29, 2012 at 166. 
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The scheme built into Section 16-108.5 contains this two-year timing lag between when 

costs are incurred and when they are fully reconciled and recovered.  The statute recognizes that 

this is a modest lag, and expressly provides for interest, which is generally acknowledged as the 

way to compensate for the time value of money.  By contrast, the WACC is intended to 

compensate investors for the cumulative, historical permanent financing supporting Plant in 

Service and other long-lived infrastructure investments that are included in rate base.  It would 

be inappropriate to apply the WACC to the short-term reconciliation two-year revenue lag. The 

drafters of Section 16-108.5 did not provide for an “investment return” as applicable to pension 

assets under subsection 16-108.5(c)(4)(D), and clearly did not specify using the WACC on the 

reconciliation balance.   

As noted in the AG/AARP Initial Brief, the reconciliation amount will not be known until 

the review of the actual data for the revenue requirement is presented in the year following the 

reconciled year.  The actual reconciliation amount will then be set for recovery starting January 1 

of the calendar year following the reconciliation determination case.  As such, the known balance 

will be collected within the year following the determination of the reconciliation amount and 

two years from when the cost was actually incurred.  This two-year lag represents a short term 

obligation (as it can be a credit or a charge).  These balances therefore do not require permanent 

financing by ComEd, and should not be expected to require new ComEd common stock 

issuances or parent company equity infusions for financing.  Further, the Company’s WACC is 

reflective of all of its historical financing activities
6
 and is not indicative of the incremental cost 

of new capital the Company may incur to finance any future reconciliation balances, which exist 

for a period of two years at the most. 

                                                      
6
 See Tr. on Rehearing at 58. 



15 
 

In this rehearing, AG/AARP witness Brosch examined and fine-tuned the Commission’s 

approach to using both short and long term interest rates to set the reconciliation balance interest 

rate.  He testified that it is important to note that the reconciliation revenue requirement 

represents a balance to either be collected from or returned to ratepayers.  This balance will 

impact the utility’s future marginal cash flows -- the “next” dollars of new financing that are 

either needed or avoided by ComEd if its reconciliation balances are positive or negative, 

respectively.  From ComEd’s perspective, if it must finance a regulatory asset associated with 

reconciliation amounts to be collected from ratepayers, it will do so using marginal working 

capital resources from available internal cash flows or from new dollars of short term debt, until 

more permanent financing is required.  AG/AARP Ex. 5.0 at 14.  However, with the 

reconciliation balance paid within 12 months of when it is quantified and determined, it is 

unlikely that there will be a need for permanent financing. 

The evidence shows that ComEd is not able to apply its already deployed permanent debt 

and equity capital, as summarized in its WACC, to finance the future marginal working capital 

requirements arising from the reconciliation process.  Tr. on Rehearing at 58.  These capital 

resources have already been deployed to support rate base assets.  With regard to long-term debt 

in particular, the utility’s weighted cost is a function of timing of past debt issuances and market 

interest rates at those times – in this case as far back as 1993 -- and tells us nothing about the 

marginal cost of new debt.  Id. at 14-15; Tr. on Rehearing at 57. 

AG/AARP witness Brosch instead calculated a more appropriate and reasonable blended 

interest rate to apply to ComEd’s reconciliation balances, based upon current marginal capital 

cost rates and the Commission’s short and long-term debt blending methodology.  He 

recommended that the Commission look to published market interest rates for guidance with 
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respect to current yields required to attract capital.  Id. at 15.  AG/AARP Exhibit No. 5.1 is a 

copy of reported Selected Interest Rates from the Board of Governors of the Federal Reserve 

System for the week July 23, 2012.
7
  It reports a yield percentage for Baa-rated corporate bonds 

of 4.85% and for short-term non-financial commercial paper, annual current yields of 0.21%.  

Weighting these values together equally produces an interest rate based upon current marginal 

costs of short/long term debt of 2.53%.
8
  Such a widely published report of currently available 

market interest rates could be updated annually to account for changing capital market 

conditions.  Id.  A copy of AG/AARP Ex. 5.1 is attached to this Brief as Appendix A. 

The evidence shows that it is reasonable to equally weight the marginal cost of short term 

and long term debt in determining a reasonable reconciliation interest rate.  As explained by Mr. 

Brosch, the reconciliation balance should have an average term of about 24 months from the 

mid-point of the accumulation year being reconciled (which is denoted “Yr X” on ComEd Ex. 

10.2, page 6 (Sch FR A-4) to the mid-point of the recovery year denoted “Yr X+2”).  Over 24 

months, the utility could elect to use and roll-over short term debt financing as it matures or it 

could employ long term debt after a period of short term financing.  The fact that a reconciliation 

balance can swing from positive to negative amounts each year may argue for use of a more than 

50 percent weighting of short term debt, while the potential for persistently positive 

reconciliations after EIMA investments have ramped up in future years may argue for more 

permanent financing of reconciliation balances at that time.  With these considerations in mind, 

an equal weighting of published market yields on short term and long term debt would 

accomplish a reasonable estimate of the time value of money associated with reconciliation 

balances awaiting recovery from, or return to ratepayers.  Id. at 16.   

                                                      
7
  Available at: http://www.federalreserve.gov/releases/h15/current/default.htm 

8
  (4.85% + 0.21%) / 2 = 2.53% 
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 ComEd’s only substantive criticism of Mr. Brosch’s recommended use of an equal 

weighting of published market yields on short term and long term debt for the reconciliation 

interest rate was offered by ComEd witness Samuel Hadaway.  He claimed that the interest rates 

reported in the Federal Reserve System H-15 series cited by Mr. Brosch, are corporate averages, 

rather than rates for utility debt.  ComEd Ex. 37.0 at 8.  In the next breath, however, Mr. 

Hadaway admits that the differences between reported corporate and utility interest rates “are 

generally small.”  Id. at 8-9.  While claiming that Mr. Brosch’s recommendation is “neither 

properly conceived nor correctly supported”, he never explains why he believes as such.  This 

hardly constitutes substantive evidence supporting rejection of Mr. Brosch’s recommended 

approach.   

 In sum, the evidence shows that if ComEd must finance a regulatory asset associated with 

reconciliation amounts to be collected from ratepayers, it will do so using marginal working 

capital resources from available internal cash flows or from new dollars of short term debt, until 

more permanent financing is required.  It clearly will not rely upon long-term debt instruments 

with interest rates from long ago that are embedded within ComEd’s WACC.  Likewise, ComEd 

supplied no evidence that it would fund these short-term reconciliation balances, to the extent 

they exist, with any new issuances of common stock.  A more appropriate blended interest rate to 

be applied to ComEd’s reconciliation balances, based upon current marginal capital cost rates 

and the Commission’s short and long-term debt blending methodology, is a reasonable cost 

measure  for the time value of money that the reconciliation interest factor referenced in Section 

16-108.5(d) of the Act is supposed to represent.  The Commission’s Final Order on Rehearing 

should look to published market interest rates for guidance with respect to current yields required 

to attract capital for the two year reconciliation period.    
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C. Any Calculation of Interest on Reconciliation Adjustments Must Reflect An 

Offset for Deferred Taxes. 

As noted above, there was no indication that the rehearing on the “The Methodology 

regarding Calculation of Interest on Reconciliation Adjustments” would be limited to the interest 

rate to be used without regard to other elements of the “methodology.”  Indeed, in declining to 

adopt the AG/AARP recommendation regarding the treatment of deferred taxes in the calculation 

of interest on reconciliation adjustments in its Order in this case of May 29, 2012, the 

Commission stated that “AG/AARP provide little information establishing that this procedure is 

within generally accepted accounting procedures, or that it would be of benefit to ComEd or to 

ratepayers.”  (Order of May 29, 2012 at 167.)  The rehearing provides just the opportunity to 

present the information that the Commission found to be lacking on this matter so that “the 

record is as complete as possible” and to allow “further testimony and expertise from all parties 

in this case.”  (Commission Special Open Meeting of June 22, 2012, Tr. at 5-6.) 

One element of the appropriate “Methodology regarding Calculation of Interest” is 

whether the interest rate should be applied to the pre-tax or after-tax reconciliation adjustment.  

This is a critical component of the method used to calculate the interest on reconciliation 

adjustments.  It becomes even more critical if, in fact, the Commission adopts the Proposed 

Order’s conclusion that the much higher utility’s WACC is the appropriate interest rate to apply 

to reconciliation balances. 

For example, if there is no recognition of the deferred tax offset to the reconciliation 

balance and the WACC is used as the rate of interest, then the Company will actually earn a 

higher return on the reconciliation balance than it does on its rate base.  That is, deferred taxes 

are regularly deducted from plant in service in the determination of the Company’s rate base.  

Thus, the Company earns a return at the approved WACC on its rate base net of applicable 
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deferred taxes.  If there is no analogous offset to the reconciliation balance, the Company will 

earn a return on the reconciliation balance at the approved WACC without any offset for 

applicable deferred taxes, in effect earning a preferential return on the reconciliation balance.   

In the Proposed Order, the ALJs found that: 

 

From an economic perspective, the Commission continues to generally believe that cash 

is fungible and cannot be traced from source to use. … The record supports a finding that 

reconciliation under-recoveries will likely be typical utility investments and expenses, 

some which may be capitalized, and will be financed with ComEd's capital just like other 

investments and expenses. 

 

Proposed Order on Rehearing, at 29 

 If “cash is fungible and cannot be traced from source to use” and one assumes that 

“reconciliation under-recoveries … will be financed with ComEd's capital just like other 

investments and expenses,” then the cash available to the Company as a result of deferred tax 

liability should be recognized and deducted from rate base as non-investor supplied funds.  

Otherwise, ComEd will receive a higher return on the reconciliation balances  than on other rate 

base investments financed with ComEd's capital.  If there was any rationale for ignoring the 

deferred taxes on the reconciliation when the interest rate was based on the cost of debt (and 

there was not), that rationale disappears when the WACC is used to calculate interest on the 

reconciliation adjustments. 

 Regardless of the rate of interest applied to reconciliation adjustments, the deferred taxes 

related to the reconciliation balance represent real tax savings and real cash available to ComEd 

when there is an under-recovery (or real tax expense when there is an over-recovery).  The 

Company retains cash that would otherwise be paid to the government when it records an under-

recovery of revenue requirement as a regulatory asset.  This retained cash represents the 
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estimated income tax cash flow benefit arising from the book/tax timing difference between 

when deductible expenses are incurred and when the related taxable revenues will be collected as 

a result of the reconciliation process. The record evidence shows that, as required by Generally 

Accepted Accounting Principles (GAAP), ComEd recorded accumulated deferred income taxes 

(“ADIT”) associated with the formula rate regulatory asset/liability balance on its 2011 FERC 

Form 1 (page 232.1, Line 9) and  in its pending reconciliation docket (12-0321).  AG/AARP Ex. 

5.0 at 19; Tr.  on Rehearing at 142.  ComEd identified a $29 million reconciliation balance, 

while also reporting an offsetting credit of $11.944 million representing  the per books ADIT 

balance associated with the $29 million reconciliation regulatory asset.  This $11.944 million 

represents non-investor supplied funds available to the utility from income tax deferrals, is an 

actual source of cash to the Company, and should be reflected in the reconciliation so that actual 

costs are properly tracked.  AG/AARP Ex. 5.0 at 19-20.   

Any under-collection of the revenue requirement, i.e. the reconciliation balance, reduces 

the income tax expense to the utility below what it would have been in the absence of the under-

collection.  Those are real cash savings, which are represented by the applicable deferred income 

taxes.  Thus, the net cash required by an under-collection (that is, the net cash required from 

investors) is the amount of the under-collection net of applicable income taxes. The income tax 

deferral results in ComEd having the benefit of non-investor, ADIT funds available to it prior to 

final recovery of the full reconciliation amount.  These non-investor funds must be recognized 

somewhere -- either in calculating rate base or in calculating the interest applicable to the 

reconciliation balance. 

There are two ways to recognize the deferred taxes in calculating the interest on 

reconciliation adjustments.  First, the WACC can be applied to the reconciliation balance net of 
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income taxes.  The reconciliation balance net of income taxes can be calculated by applying the 

complement of the income tax rate to the over- or under-collected balance.   Interest should then be 

calculated by applying the approved interest rate to the reconciliation balance net of income taxes.  

For example, if there is a gross under-collected balance of $1,000,000 and the combined income 

tax rate is 40%, then the under-collected balance net of income taxes is $600,000, and that is the 

balance to which the applicable interest rate should be applied.  See AG/AARP Ex. 6.0 at 4. 

Alternatively, the WACC can reflect the tax deductibility of the debt component and 

include only the net of tax interest rate in the WACC.  Id.   For example, the WACC in the Final 

Order is 8.16%, with interest accounting for 3.53% of that amount (3.43% on long term debt + 

0.10% bank facility fees).  The interest rate net of income taxes is (i*(1-t), where i = the interest 

rate and t = the tax rate).  Id.  Thus with a combined income tax rate of 39.745%, the net of tax 

interest rate is 2.13%.   Added to the equity component of 4.64%, the net of tax WACC is 6.78%.  

This would be the interest rate to apply to the reconciliation balance without any deferred tax 

offset, but the end result would be the same as the first alternative.  When examined from this 

perspective, it is clear that the deferred tax issue is a crucial step in calculating ComEd’s actual 

costs and must be part of  the calculation of the appropriate interest rate on reconciliation 

adjustments, contrary to the conclusion of the Proposed Order. 

 The offset for deferred taxes (or the use of a net-of-tax rate of return) is equitable from 

the perspective of both ComEd and its customers, regardless of the rate of interest applied to the 

reconciliation adjustment.  That is, when there is an over-recovery of the revenue requirement, 

ComEd will not be required to pay interest on more than the net source of cash provided by the 

over-recovery.  Similarly, when there is an under-recovery, ComEd would not collect interest on 

more than the net use of cash required by the under-recovery. 
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 The Commission’s Order in Docket No. 11-0721 indicated a concern that recognition of 

formula ratemaking-related ADIT may not comply with Generally Accepted Accounting 

Principles (“GAAP”).  Order of May 29, 2012 at 59.  But there is no dispute that ComEd 

maintains its books in accordance with GAAP, or that ADIT must be recorded in connection 

with the reconciliation regulatory asset/liability balance because the reconciliation process 

creates a book/tax timing difference.  AG/AARP Ex. 5.0 at 19, AG/AARP Ex. 5.2. The only real 

dispute is how to treat the ADIT arising from the reconciliation process for ratemaking purposes. 

 ComEd clearly prefers to retain these ADIT benefits for shareholders by excluding them 

from rate base and also ignoring them when applying interest to the reconciliation balance to be 

charged or credited to customers.  ComEd’s approach would allow the Company to collect more 

than the actual costs associated with the reconciliation balance by ignoring the tax timing 

differences recognized by GAAP and quantified as $11.944 million.  See AG/AARP Ex. 5.0 at 

22, citing ComEd Ex. 10.3 WP 4, page 4 of 4 at line 95.  Under circumstances involving a refund 

to ratepayers, the application of the reconciliation interest rate to a net of tax basis would serve to 

decrease the Company’s refund obligation (and increase the reconciliation revenue requirement), 

by reducing total interest amounts accrued. However, regardless of the immediate 

ratepayer/shareholder impact, a complete accounting for reconciliation interest requires that the 

related income tax deferral effects recorded as ADIT not be ignored. Id. at 22-23. 

 For all of these reasons, the Commission should enter a Final Order on Rehearing that 

reflects the deduction of deferred taxes from the reconciliation balance or credit.   

D. Proposed Language: 

 In accordance with the arguments presented above, the Commission Analysis and 

Conclusion on pages 28 and 29 should be modified as follows:  
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Despite the disagreements, the general consensus amongst all of the parties is that the 

interest rate approved on reconciliation balance is intended to compensate for the time value of 

money.  Moreover, since reconciliation balances are by definition future events, any financing 

requirement associated with such balances must be focused on currently effective interest rates 

rather than backward-looking embedded capital costs incurred by the utility years or decades 

ago. Some parties maintain that ComEd will finance under-recovery balances with short-term 

debt.  This argument is based on the assumption that it is possible to trace capital from source to 

use.  In the context of utility rate cases, this is an assumption that the Commission typically 

rejects because cash is fungible.  One exception is the assumption that short-term debt is the first 

source of capital used to finance CWIP.  This assumption, however, is a regulatory prescription 

not an economic one.  It is simply a regulatory determination made in calculating the interest rate 

accrued on AFUDC associated with CWIP.  

 

From an economic perspective, the Commission continues to generally believe that cash 

is fungible and cannot be traced from source to use.  In the case of an under-recovery balance, it 

is not clear to the Commission that ComEd would rely exclusively on short-term debt, or debt, to 

fund the under-recovery.  The Commission would not expect ComEd to totally change the way it 

manages its capital structure.  The Commission does not believe the record on rehearing supports 

a finding that ComEd will or should finance reconciliation under-recoveries with only debt or 

short-term debt.  The record supports a finding that reconciliation under-recoveries will likely be 

typical utility investments and expenses, some which may be capitalized, and will be financed 

with ComEd's capital just like other investments and expenses.  The Commission finds  

that the WACC is the appropriate interest rate to apply to under-recovered reconciliation 

balances.   

 

As for reconciliation over-recoveries, the Commission maintains that WACC is by 

definition ComEd's time value of money and that over-recoveries should not be treated any 

differently than under-recoveries.   

 

Regarding whether interest should be applied to the portion of the reconciliation balance 

that represents deferred taxes the Commission finds that this issue is outside of the scope of the 

application for rehearing.   

 

When evaluating the appropriate interest rate to be applied, the Commission’s analysis of 

this issue must begin with an examination of the statutory language itself.  People ex rel. The 

Department of Public Aid v. Smith, 212 Ill.2d 389, 818 N.E.2d 1204 (2004) (“Smith”).  Each 

undefined word in the statute must be ascribed its ordinary and popularly understood meaning.  

Smith, 212 Ill.2d at 397; Texaco-Cities Service Pipeline Co. v. McGaw, 182 Ill.2d 262, 270, 

(1998).  In addition, in evaluating the meaning of the term “interest”, the Commission must 

construe the statute as a whole and must consider the word in light of other relevant provisions of 

the statute.  County of DuPage v. Illinois Labor Relations Bd., 231 Ill.2d 593, 604, 900N.E.2d 

1095 (2008); Williams v. Staples, 208 Ill.2d 480, 487, 804 N.E.2d 489 (2004); In re Detention of 

Lieberman, 201 Ill.2d 300, 308, 776 N.E.2d 218 (2002).   
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The words used by the General Assembly -- “with interest” – are used elsewhere within 

the EIMA and, indeed, throughout the Public Utilities Act.  For example, in addition to the 

annual reconciliation provisions of Section 16-108.5, subsection (b)(2) provides for a retroactive  

return to traditional ratemaking and an adjustment “with interest,” if the Commission finds, after 

notice and hearing, that a participating utility is not satisfying its investment amount 

commitments described in Section 16-108.5(b).  According to this subsection, the then current 

rates remain in effect “until such time as new rates are set pursuant to Article IX of this Act, 

subject to retroactive adjustment, with interest, to reconcile rates charged with actual costs.”  220 

ILCS 5/16-108.5(b). 

 

Other references to retroactive adjustments of rates “with interest” appear throughout the 

Public Utilities Act, and the Commission has never interpreted these provisions as permitting a 

rate of interest equal to a utility’s WACC.  See, e.g., Section 8-306(k) (“When the customer is 

due a refund resulting from payment of an overcharge, the utility shall credit the customer in the 

amount of overpayment with interest from the date of overpayment by the customer. The rate for 

interest shall be at the appropriate rate determined by the Commission under 83 Ill. Adm. Code 

280.70.” [emphasis added]).  Section 9-252 (Complaint made to ICC for improper charge) 

(“When complaint is made to the Commission concerning any rate or other charge of any public 

utility and the Commission finds, after a hearing, that the public utility has charged an excessive 

or unjustly discriminatory amount for its product, commodity or service, the Commission may 

order that the public utility make due reparation to the complainant therefor, with interest at the 

legal rate from the date of payment of such excessive or unjustly discriminatory amount.” 

[emphasis added]); a9-252.1 (Billing errors) (“When a customer pays a bill as submitted by a 

public utility and the billing is later found to be incorrect due to an error either in charging more 

than the published rate or in measuring the quantity or volume of service provided, the utility 

shall refund the overcharge with interest from the date of overpayment at the legal rate or at a 

rate prescribed by rule of the Commission.” [emphasis added]);  

 

All of these provisions, which reference the awarding of refunds with interest, are 

designed to make the customer whole for excess revenues collected during a designated period, 

similar to the reconciliation provisions of Section 16-108.5 of the Act.  At no time in the 

awarding of refunds with interest under these provisions has the Commission established a rate 

of interest at the utility’s WACC.  What is clear is that ComEd’s proposal to apply the utility’s 

WACC to reconciliation balances and credits is contrary to a plain reading of both Section 16-

108.5 specifically and the Act in general.  

 

The Company has not demonstrated that reconciliation balances would require any new 

equity financing or other incremental permanent financing by ComEd, or that it should be 

assumed that the issuance of common equity will be needed to fund the two-year lag that exists 

in cash recovery of any reconciliation balance.  In addition to not being authorized by the statute, 

which calls for simple “interest,” as noted above, Commission adoption of proposal would result 

in ratepayers paying an excessive interest rate that does not represent the actual cost of 

incremental, new capital needed for the short period of time that the reconciliation amount will 

be outstanding prior to its guaranteed recovery or refund to customers under the formula rate 

statutory provisions.   
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In our Order of May 29, 2012 in this docket, we applied a hybrid 3.42% interest rate on 

the reconciliation balance, which it described as “the weighted costs of short-term and long-term 

debt [and which] exclude[d] the weighted cost of common equity.”  However, rather than using 

ComEd’s embedded cost of long-term debt, the record evidence supports the adoption of a 

blended debt cost rate that relies upon the market interest rates currently available for newly 

issued debt that are indicative of the marginal financing costs arising from reconciliation 

calculations under the Act. 

The scheme built into Section 16-108.5 contains this two-year timing lag between when 

costs are incurred and when they are fully reconciled and recovered.  The statute recognizes that 

this is a modest lag, and expressly provides for interest, which is generally acknowledged as the 

way to compensate for the time value of money.  By contrast, the WACC is intended to 

compensate investors for the cumulative, historical permanent financing supporting Plant in 

Service and other long-lived infrastructure investment that is included in rate base. It would be 

inappropriate to apply the WACC to the short-term reconciliation two-year revenue lag. The 

drafters of Section 16-108.5 did not provide for a “return” as applicable to pension assets under 

subsection 16-108.5(c)(4)(D), and clearly did not specify using the WACC on the reconciliation 

balance.   

 

As noted by AG/AARP, the two-year lag in reconciliation adjustments represents a short 

term obligation (as it can be a credit or a charge).  These balances therefore do not require 

permanent financing by ComEd, and should not be expected to require new ComEd common 

stock issuances or parent company equity infusions for financing.  In the instant case, ComEd 

proposed, and the Commission approved, revenue reductions from the prior year’s applicable 

revenue requirement.  There is no basis to assume that incremental equity financing will occur in 

connection with the annual revenue reconciliations.  The interest rate allowed on the 

reconciliation amounts should not be inflated by treating this regulatory asset like longer term 

rate base assets, as ComEd’s approach would do.  The Company’s WACC is reflective of all of 

its historical financing activities and is not indicative of the incremental cost of new capital the 

Company may incur to finance any future reconciliation balances, which exist for a period of two 

years at the most. 

 

It is important to note that the reconciliation revenue requirement represents a balance to 

either be collected from or returned to ratepayers.  This balance will impact the utility’s future 

marginal cash flows, the “next” dollars of new financing that are either needed or avoided by 

ComEd if its reconciliation balances are positive or negative, respectively.  From ComEd’s 

perspective, if it must finance a regulatory asset associated with reconciliation amounts to be 

collected from ratepayers, it will do so using marginal working capital resources from available 

internal cash flows or from new dollars of short term debt, until more permanent financing is 

required.  

The evidence shows that ComEd is not able to apply its already deployed permanent debt 

and equity capital, as summarized in its WACC, to finance the future marginal working capital 

requirements arising from the reconciliation process.  These capital resources have already been 

deployed to support rate base assets.  With regard to long-term debt in particular, the utility’s 

weighted cost is a function of timing of past debt issuances and market interest rates at those 

times and tells us nothing about the marginal cost of new debt.  Id. at 14-15. 
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AG/AARP witness Brosch instead calculated a more appropriate blended interest rate 

that could reasonably be applied to ComEd’s reconciliation balances, based upon current 

marginal capital cost rates and the Commission’s short and long-term debt blending 

methodology.  He recommended that the Commission look to published market interest rates for 

guidance with respect to current yields required to attract capital.  Id. at 15. AG/AARP Exhibit 

No. 5.1 is a copy of reported Selected Interest Rates from the Board of Governors of the Federal 

Reserve System for the week July 23, 2012.
9
  It reports a yield percentage for Baa-rated 

corporate bonds of 4.85% and for short-term non-financial commercial paper annual current 

yields of 0.21%.  Weighting these values together equally produces an interest rate based upon 

current marginal costs of short/long term debt of 2.53%.
10

  Such a widely published report of 

currently available market interest rates could be updated annually to account for changing 

capital market conditions.  Id.  A copy of AG/AARP Ex. 5.1 is attached to this Brief as Appendix 

A. 

Regarding whether interest should be applied to the portion of the reconciliation balance 

that represents deferred taxes the Commission finds that this issue is outside of the scope of the 

application for rehearing.  

 

With respect to the issue raised by AG/AARP regarding the reflection of ADITs in any 

reconciliation interest adjustment, the evidence shows that ComEd’s approach would allow the 

Company to collect more than the actual costs associated with the reconciliation balance by 

ignoring the tax timing differences associated with the deferred taxes.  Under circumstances 

involving a refund to ratepayers, the application of the reconciliation interest rate to a net of tax 

basis would serve to decrease the Company’s refund obligation (and increase the reconciliation 

revenue requirement), by reducing total interest amounts accrued. However, regardless of the 

immediate ratepayer/shareholder impact, a complete accounting for reconciliation interest 

requires that the related income tax deferral effects recorded as ADIT not be ignored. For these 

reasons, the Commission adopts the AG/AARP recommended adjustment on this point.  The 

reconciliation balance net of income taxes can be calculated by applying the complement of the 

income tax rate to the over- or under-collected balance.  Interest should then be calculated by 

applying the approved interest rate to the reconciliation balance net of income taxes.   

 

 

 

 

 

 

 

                                                      
9
  Available at: http://www.federalreserve.gov/releases/h15/current/default.htm 

10
  (4.85% + 0.21%) / 2 = 2.53% 
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IV. CONCLUSION 

WHEREFORE, the People of the State of Illinois respectfully request that the 

Commission enter an order consistent with the recommendations made in this Brief.  
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