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I. INTRODUCTION, BACKGROUND AND SUMMARY 1 

A. Witness Identification 2 

Q. What is your name and business address?  3 

A. Joseph R. Trpik, Jr., Commonwealth Edison Company (“ComEd”), One Financial Place, 4 

440 South LaSalle Street, Suite 3300, Chicago, Illinois 60605. 5 

Q. Mr. Trpik, by whom are you employed and in what capacity? 6 

A. I am employed by ComEd as its Senior Vice President, Chief Financial Officer (“CFO”), 7 

and Treasurer. 8 

B. Purpose of Testimony 9 

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

A. The purpose of my direct testimony is to support the delivery service revenue 11 

requirements (2012 Reconciliation Revenue Requirement and 2014 Initial Rate Year 12 

Revenue Requirement), which are set forth in the testimony of ComEd witness Martin G. 13 

Fruehe (ComEd Ex. 3.0).  Specifically, in Section II, I provide information concerning 14 

ComEd’s (1) capital structure, (2) cost of debt, and (3) cost of equity, upon which the 15 

revenue requirements are based.  In Section III, I describe certain adjustments to the 16 

short-term debt component of the 2012 Reconciliation capital structure necessitated as a 17 

result of the application of a short-term interest rate on ComEd’s reconciliation balances.  18 

In Section IV, I present the capital structure whitepaper, which is the product of 19 

discussions among ComEd, the Staff of the Illinois Commerce Commission (“Staff”) and 20 

the Illinois Industrial Energy Consumers (“IIEC”) pursuant to the Illinois Commerce 21 

Commission’s (“Commission” or “ICC”) Order in Docket 11-0721.  In Section V, I 22 
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describe the costs charged to ComEd by Exelon Business Services Company in its 23 

provision of certain services to ComEd, and explain why these costs are prudent and 24 

reasonable. In Section VI, I identify certain Administrative and General expenses and 25 

support their prudence and reasonableness.  And finally, Section VII of my testimony 26 

discusses ComEd’s 2012 incentive compensation plans, its performance under those 27 

plans, and other compensation.   28 

C. Attachment to Direct Testimony 29 

Q. What is the attachment to your direct testimony? 30 

A. Commonwealth Edison Company’s Capital Structure in a Formula Ratemaking 31 

Environment Report Pursuant to the Final Order in ICC Docket No. 11-0721 (“Capital 32 

Structure Report”) described in Section IV of my testimony is attached as ComEd Exhibit 33 

(“Ex.”) 4.01.  There are public and Confidential and Proprietary versions of this exhibit. 34 

D. Background and Qualifications 35 

Q. Mr. Trpik, what are your duties as ComEd’s Senior Vice President, CFO and 36 

Treasurer? 37 

A. As Senior Vice President, CFO and Treasurer of ComEd, I am responsible for all 38 

financing activities, including financial reporting and analysis, budgeting, business 39 

planning, financings and risk management. 40 

Q. What were your prior positions with ComEd and its affiliates?  41 

A. I began my employment with Exelon Corporation (“Exelon”) in 2001 and for three years 42 

served in director level positions in corporate accounting and corporate financial planning 43 

and analysis. I worked to enhance the accounting, internal reporting and external 44 
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reporting and controls processes for Exelon.  Prior to my current position, I served as 45 

Vice President and Assistant Corporate Controller for Exelon. 46 

Q. What is your educational background? 47 

A. I was awarded Bachelors of Science Degrees in Accounting and Finance from Florida 48 

State University in 1991.   I am a certified public accountant in the States of Illinois and 49 

Florida. 50 

II. CAPITAL STRUCTURE AND COST OF CAPITAL 51 

Q. As you pointed out above, Mr. Fruehe presents two revenue requirements in his 52 

testimony – one for the 2012 Reconciliation and one for the 2014 Initial Rate Year.  53 

What capital structure is ComEd using to support these two revenue requirements? 54 

A. With one exception, ComEd proposes to use the same capital structure – ComEd’s actual 55 

capital structure as of December 31, 2012 – to support each revenue requirement.  This 56 

capital structure excludes goodwill.  The exception is ComEd’s proposal to apply a short-57 

term debt adjustment to the 2012 Reconciliation capital structure as described in Section 58 

III of my testimony.   59 

Q. What were the components of ComEd’s capital structure in 2012? 60 

A. As of December 31, 2012, ComEd’s capital structure was composed of 44.89% equity 61 

(excluding goodwill), 54.89% long-term debt, and 0.22% short-term debt, as discussed in 62 

the testimony of Mr. Fruehe (ComEd Ex. 3.0).   63 

Q. In your opinion is the 2012 actual capital structure prudent and reasonable? 64 
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A. Yes.  The 2012 actual capital structure is consistent with sound financial practice, and 65 

reflects a degree of leverage that includes an appropriate level of risk while also 66 

maintaining a level of financial strength and integrity that investors view as sufficient for 67 

access to capital markets.  Specifically, this capital structure appropriately balances the 68 

interests of (i) customers to have reliable service at the lowest possible cost, (ii) debt 69 

holders to be assured that their interest payments will be made as promised and their 70 

principal will be repaid at maturity, and (iii) equity investors to receive competitive 71 

dividends and earnings that justify their continued capital commitments.   Moreover, this 72 

degree of leverage falls within the broad band of capital structures that have been 73 

approved by the Commission and ensures, as the Commission has observed on several 74 

occasions, that ComEd will continue to be able to compete in the capital markets as 75 

necessary to support its operations.  See, e.g., Commonwealth Edison Co., ICC Docket 76 

No. 10-0467 (Order May 24, 2011) at 168-69; Commonwealth Edison Co., ICC Docket 77 

No. 07-0566 (Order September 10, 2008) at 99; Commonwealth Edison Co., ICC Docket 78 

No. 05-0597 (Final Order July 26, 2006) at 155.  The prudence and reasonableness of this 79 

capital structure is further supported by the attached Capital Structure Report (ComEd 80 

Ex. 4.01), which I describe in more detail in Section IV. 81 

Q. What is the cost of the long-term debt component in ComEd’s 2012 capital 82 

structure? 83 

A. The 2012 cost of long-term debt is 5.52%, as shown on Sch FR D-1 (ComEd Ex. 3.01, 84 

Sch FR D-1, line 12). 85 
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Q. What is the cost of the short-term debt component in ComEd’s 2012 capital 86 

structure? 87 

A. The 2012 cost of short-term debt is 0.50%, as shown on Sch FR D-1 (ComEd Ex. 3.01, 88 

Sch FR D-1, line 13). 89 

Q. How has ComEd calculated the cost of equity (“COE”) for purposes of deriving the 90 

actual 2012 revenue requirement for the reconciliation in this case that is reflected 91 

on Sch FR A-1 REC? 92 

A. It is the sum of (1) the average for the applicable calendar year (2012) of the monthly 93 

average yields of 30-year United States Treasury bonds published by the Board of 94 

Governors of the Federal Reserve System in its Statistical Release of Selected Interest 95 

Rates – H.15; and (2) 580 basis points.   96 

Q. What is the COE that results from applying that formula? 97 

A. Because the average treasury yield was 2.92%, the total allowed COE is 8.72%.  The 98 

calculation of the 2012 average yield and the resulting COE can be found on Sch FR D-1 99 

(ComEd Ex. 3.01, Sch FR D-1, line 8, line 11).  100 

Q. How has ComEd calculated the COE for purposes of deriving the initial revenue 101 

requirement for delivery service charges for the 2014 Rate Year? 102 

A. The COE supporting this revenue requirement is identical to the COE supporting the 103 

Reconciliation revenue requirement, and is reflected in Sch FR A-1.     104 
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III. SHORT-TERM DEBT ADJUSTMENT 105 

Q. Why is ComEd proposing an adjustment to the short-term debt component of its 106 

actual capital structure? 107 

A. In its Order on Rehearing in ICC Docket No. 11-0721, the Commission did not adopt 108 

ComEd’s recommendation that ComEd’s weighted average cost of capital (“WACC”) be 109 

used as the interest rate for the reconciliation balance.  Instead, the Commission adopted 110 

the recommendation of IIEC to apply ComEd’s short-term cost of debt rate as the 111 

reconciliation interest rate.  Commonwealth Edison Co., ICC Docket No. 11-0721 (Order 112 

on Rehearing October 3, 2012) (“Order on Rehearing”) at 36.  Although ComEd and 113 

IIEC both observed that this approach would require a change to the short-term debt 114 

component of ComEd’s capital structure, the Commission declined to make a 115 

determination at that time regarding the effect that a short-term reconciliation interest rate 116 

may have on ComEd’s capital structure and left the issue to be determined in a future 117 

proceeding.   118 

Q. Please explain why such an adjustment is necessary. 119 

A. During the rehearing phase of ICC Docket No. 11-0721, ComEd expressed concern that 120 

if the Commission were to adopt IIEC’s recommendation to use the short-term cost of 121 

debt as the reconciliation interest rate, no short-term debt would be available to carry a 122 

reconciliation balance because ComEd’s short-term debt balance is already included in its 123 

cost of capital.  IIEC witness Mr. Gorman shared ComEd’s concern, and offered the 124 

following solution to avoid any “double counting” of the short-term debt balance: 125 

I believe ComEd’s argument in this regard has merit.  Hence, the 126 
Commission should modify its practice of establishing the amount of 127 
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short-term debt included in the rate formula capital structure to support 128 
rate base, by excluding both short-term debt supporting construction 129 
work in progress (“CWIP”) and short-term debt in the rate year 130 
supporting a reconciliation balance.  This would carve out an amount of 131 
short-term debt supporting the reconciliation balance, and would ensure 132 
that there is a reasonable allocation of ComEd’s actual outstanding capital 133 
to both its rate base, its reconciliation balance, and its CWIP balances.   134 

As a result, I recommend the Commission authorize ComEd to 135 
carry its reconciliation balances using its cost of short-term debt.  136 
However, in addition, I recommend the Commission modify its 137 

proposal for including short-term debt in the capital structure 138 
supporting its rate base by removing any short-term debt that is 139 
carved out to support the reconciliation balance.  I believe this practice 140 
will result in full recovery of reasonable and prudent costs, and 141 
eliminate ComEd’s concern about customers receiving credit for short-142 
term debt capital in both the carrying charge on rate base, and a 143 
second time for a carrying charge on a reconciliation balance.  144 

ICC Docket No. 11-0721, Gorman Reh. Dir., IIEC Ex. 3.0RH, 18:427-19:442 (emphasis 145 

added).  See also Order on Rehearing at 32. 146 

Put another way, ComEd uses its integrated capital structure to support its entire 147 

business and, because its cost of financing is equal to its WACC, only an equivalent rate 148 

of return on the reconciliation adjustment allows for full cost recovery.  Because the 149 

Commission assigned the short-term capital to the portion of costs represented by the 150 

reconciliation adjustment, that same short-term capital is not a source of funding for other 151 

components of rate base and thus should not be included in the capital structure or the 152 

calculation of WACC.  As a result, ComEd joins IIEC in its earlier recommendation that 153 

an adjustment to the 2012 Reconciliation capital structure is necessary to remove a 154 

hypothetical portion of short-term debt, which the Commission claims is used to finance 155 

the reconciliation adjustment.  As noted by Mr. Gorman, this adjustment is similar in 156 
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nature to that applied to remove an estimated portion of short-term debt assumed to 157 

finance construction work in process (“CWIP”).   158 

Finally, ComEd notes that it continues to believe that the language and intent of 159 

EIMA support the ability of ComEd to recover its actual costs, including its cost of 160 

financing.  As such, the only appropriate rate of return for the reconciliation adjustment is 161 

its WACC.  ComEd is currently in the process of appealing the Commission’s Order on 162 

Rehearing in ICC Docket No. 11-0721.  However, so long as the Commission’s Order on 163 

Rehearing stands and the short-term cost of debt is applied as the reconciliation interest 164 

rate, the short-term debt amount must be removed from ComEd’s 2012 Reconciliation 165 

capital structure to reflect the Commission’s assumption that this amount is financing the 166 

reconciliation balance. 167 

Q. How does this proposal change ComEd’s capital structure for ratemaking 168 

purposes? 169 

A. ComEd proposes including short-term debt in the 2012 Reconciliation capital structure 170 

only to the extent that the short-term debt balance (net of CWIP) exceeds the current 171 

balance for the reconciliation adjustment.  Applying this adjustment results in a 2012 172 

Reconciliation capital structure composed of 44.99% equity (excluding goodwill), 173 

55.01% long-term debt, and 0.0% short-term debt as shown on Sch FR D-1 (ComEd Ex. 174 

3.01, Sch FR D-1, lines 5-7).  Had the adjustment not been applied, the proposed 2012 175 

capital structure would be the same as I stated in Section II of my testimony (44.89% 176 

equity (excluding goodwill), 54.89% long-term debt, and 0.22% short-term debt).  While 177 

this adjustment has been applied to the 2012 Reconciliation capital structure, it has not 178 
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been applied to the 2014 Initial Rate Year capital structure.  The 2014 Initial Rate Year 179 

capital structure accordingly is the same as I stated in Section II of my testimony (44.89% 180 

equity (excluding goodwill), 54.89% long-term debt, and 0.22% short-term debt). 181 

Q. Why has this adjustment not been applied to the 2014 Initial Rate Year capital 182 

structure? 183 

A. This adjustment has not been applied to the 2014 Initial Rate Year capital structure 184 

because the amount of the reconciliation balance that eventually will be included in the 185 

2014 Rate Year Revenue Requirement cannot yet be determined.  If it is determined to be 186 

a positive balance (i.e., resulting in a reconciliation charge), then the adjustment will be 187 

applied to remove the short-term debt that is used to finance that reconciliation balance. 188 

IV. CAPITAL STRUCTURE REPORT 189 

Q. Did the Commission provide any additional directives regarding capital structure in 190 

its Order in ICC Docket No. 11-0721? 191 

A. Yes.  The Commission noted that “ComEd, Staff, and IIEC agree to work together to 192 

explore more leveraged capital structures and/or an equity cap for future years,” and 193 

ordered ComEd “to work with Staff to explore such capital structures and provide a 194 

report to the Commission with ComEd’s 2013 formula rate filing.”  Commonwealth 195 

Edison Co., ICC Docket No. 11-0721 (Order May 29, 2012) at 134. 196 

Q. What have ComEd, Staff and IIEC done subsequent to the issuance of the 197 

Commission’s Order in ICC Docket No. 11-0721? 198 
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A. In response to the order, Staff, ComEd and the IIEC have held meetings regarding the 199 

components of ComEd’s capital structure.  200 

Q. What was the result of those meetings? 201 

A. These meetings culminated in the attached Capital Structure Report (ComEd Ex. 4.01).   202 

Q. Please provide an overview of the Capital Structure Report.   203 

A. The Capital Structure Report examines the drivers of capitalization and ComEd’s capital 204 

structure, discusses the methodology of the credit rating agencies and the impact of 205 

ComEd’s capital structure on its credit ratings, addresses the importance of debt-to-206 

capitalization ratios, discusses how ComEd compares to utility peers, addresses ComEd’s 207 

base long range plan with alternate scenarios, and summarizes discussions of IIEC’s 208 

proposed equity cap.  209 

Q. What conclusions do you believe can be drawn from the findings contained in the 210 

Capital Structure Report? 211 

A. ComEd and Staff generally reached the following conclusions:  (i) ComEd’s capital 212 

structure needs to balance the desires and objectives of three stakeholder groups: 213 

customers, debt investors, and equity holders; (ii) ComEd’s current and projected capital 214 

structure is reasonable, and a capital structure with more debt is not warranted given the 215 

circumstances and conditions reasonably foreseeable at present; and (iii) ComEd’s credit 216 

ratings are heavily influenced by the rating agencies’ qualitative assessments of the 217 

Illinois regulatory environment and ComEd’s ability to recover its costs, and ComEd’s 218 

prospects for ratings upgrades are limited absent a change in the agencies’ assessments of 219 



Docket No. 13-____ 
ComEd Ex. 4.0 

Page 11 of 34 

these qualitative factors.  Although IIEC participated in discussions regarding the Capital 220 

Structure Report, IIEC did not take a position with respect to the conclusions. 221 

In addition, ComEd, Staff and IIEC are involved in ongoing discussions regarding 222 

a proposed “trigger mechanism” that would narrow the issues regarding capital structure 223 

among ComEd, Staff and IIEC provided that ComEd’s common equity ratio remained 224 

below a given threshold, or “trigger.” The parties believe this would streamline the 225 

annual update and reconciliation proceedings, and would be a productive result of their 226 

constructive and collaborative discussions. 227 

V. CHARGES FOR SERVICES PROVIDED BY BSC 228 

Q. What is Exelon Business Services Company? 229 

A. Exelon Business Services Company (“BSC”) is the service company within the Exelon 230 

family of affiliated companies that provides services such as information technology, 231 

supply, finance, and human relations to ComEd and Exelon’s other business units.  The 232 

service company model is widely used throughout the electric utility industry, and, in 233 

fact, the Public Utility Holding Company Act of 1935 (“PUHCA”) generally required 234 

any employee serving multiple operating companies in a utility holding company system 235 

to be an employee of a service company.  Given this history, it is not surprising that other 236 

utilities receive similar services from service companies.   237 

Q. Did ComEd incur costs in 2012 for services provided by BSC? 238 

A. Yes, it did.  During 2012, ComEd incurred $285,833,890 of charges for services provided 239 

by BSC, as discussed in Mr. Jirovec’s direct testimony (ComEd Ex. 7.0).   240 
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Q. In your opinion, are the charges incurred by ComEd during 2012 for the services 241 

provided to it by BSC prudent and reasonable? 242 

A. Yes.  Based on my personal direct knowledge, it is my opinion that the BSC charges to 243 

ComEd for services provided to ComEd are reasonable in amount and provide value to 244 

ComEd and its customers that would not likely be realized if another method of 245 

performing these services, such as self-supply by ComEd or supply by unaffiliated third-246 

party vendors, were used.  The services provided to ComEd by BSC also are necessary to 247 

allow ComEd to provide efficient and reliable delivery services, and ComEd’s customers 248 

benefit from the provision of these services by BSC.  I discuss these conclusions in more 249 

detail in the remainder of my testimony in this section.   250 

Q. How were the costs of these services allocated to ComEd? 251 

A. In many instances, the costs for these services are “directly assigned” to ComEd based on 252 

the conclusion that the underlying services were provided specifically to ComEd.  In 253 

those instances where the services are provided on behalf of more than one Exelon 254 

company and the costs cannot be directly assigned, BSC uses several allocation factors, 255 

which are set forth in the General Services Agreement approved by the Commission in 256 

Docket 00-0295 and which have also been accepted by the Securities and Exchange 257 

Commission (“SEC”).  These allocation methodologies are designed to assign the costs to 258 

the entity that caused the costs to be incurred (the cost causation principle) and provide a 259 

high degree of assurance that ComEd’s customers pay only for BSC services provided on 260 

their behalf.   261 
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Q. Are you familiar with the budgeting and cost control processes employed by ComEd 262 

and BSC for costs of services provided to ComEd by BSC? 263 

A. Yes.  I am directly and personally familiar with these processes.   264 

Q. In your opinion, are these budgeting and cost control processes effective means of 265 

controlling BSC costs? 266 

A. Yes.  These processes allow for proper planning and assessment of ComEd’s needs 267 

before any services are provided by BSC or cost incurred by ComEd.  Once the budgets 268 

are established for a given year and the baseline levels of services are established, 269 

ongoing dialogue between ComEd and BSC assures that costs are kept within budget and 270 

no unnecessary services are provided.  This process generally allows ComEd to fully 271 

understand and influence the work priorities and activities to be undertaken by BSC as 272 

well as the costs to be incurred by ComEd.  Any variances between budgeted amounts 273 

and dollars actually spent are reviewed on a regular basis to ensure that the variances are 274 

completely explained and justified.  Overall, it is my opinion that these budgeting and 275 

cost control processes are effective means of controlling BSC costs. 276 

Q. Do BSC employees perform all of the services provided on behalf of ComEd by 277 

BSC? 278 

A. No.  Many of these services are outsourced by BSC to third-parties when it is more 279 

advantageous to do so, and BSC regularly analyzes additional outsourcing opportunities 280 

to ensure that ComEd receives the most value for the dollars it pays to BSC. 281 
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Q. How does the $285,833,890 in BSC charges for 2012 compare to BSC charges in 282 

prior years? 283 

A. The $285.8 million in BSC charges for 2012 includes one-time costs to achieve the 284 

merger between Exelon and Constellation that are discussed in Mr. Jirovec’s direct 285 

testimony (ComEd. Ex. 7.0).  Excluding one-time costs to achieve, 2012 BSC charges for 286 

2012 were $243.9 million, which compares to the $235.0 million in BSC charges 287 

incurred during 2011 (again excluding costs to achieve), which was the historical period 288 

at issue in the reconciliation in Docket 12-0321, to the $238.5 million of BSC charges 289 

incurred in 2009, which was the test year in ComEd’s rate case in ICC Docket 10-0467, 290 

and to the $221.8 million of BSC charges in 2006, which was the test year in ICC Docket 291 

07-0566.  This represents an average annual increase of approximately 0.8% between 292 

2009 and 2012, and approximately 1.6% from 2006 to 2012, less than the general rate of 293 

inflation during those periods.  This also provides further evidence to me that the 294 

procedures under which these costs are budgeted and then controlled are effective in 295 

providing value to ComEd and its delivery service customers. 296 

Q. Do you rely on any other bases to support your opinion that the BSC charges are 297 

prudent and reasonable?   298 

A. Yes.  In my role as ComEd’s Senior Vice President, CFO and Treasurer, I am responsible 299 

for all financing activities, which include, among other things, financial reporting and 300 

analysis, budgeting, and business planning.  Based on this experience and the information 301 

I review in the course of performing these duties, it is my opinion that BSC provides 302 

substantial benefits to ComEd and, ultimately, its customers.  In addition to the planning, 303 
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cost control and allocation processes I described earlier, ComEd and its customers benefit 304 

from BSC’s ability to leverage greater savings by procuring and providing services not 305 

only for ComEd but also for the other Exelon companies.  Based on these economies of 306 

scale, it is my opinion that ComEd’s relationship with BSC is economically advantageous 307 

to ComEd compared to the alternative of ComEd performing the BSC functions itself.  308 

Moreover, based on my review of cost analyses and data in the course of performing my 309 

duties, it is my opinion that the BSC costs are competitive in the market compared to 310 

other third parties, and in some instances lower than others.   311 

Q. In the Commission’s Order in Docket 11-0721, the Commission directed Staff to 312 

investigate the relationship between BSC and ComEd in a subsequent formula rate 313 

update proceeding.  What is the status of this investigation? 314 

A. ComEd representatives have had discussions or met with Staff on a number of occasions, 315 

and ComEd has responded to numerous informal data requests propounded by Staff.  316 

ComEd also routinely provides reports of BSC costs to Staff throughout the year. 317 

Q. What reports of BSC costs does ComEd provide to Staff throughout the year?   318 

A. ComEd furnishes a number of reports to Staff throughout the year regarding BSC costs.  319 

During 2012, ComEd provided the following internal audit and other reports to Staff: 320 

• 2012 ComEd Affiliated Interest Agreement Compliance Review:  ComEd 321 

submitted this biannual report in accordance with 83 Ill. Adm. Code Section 322 

416.30 and 83 Ill. Adm. Code Section 450.150. 323 

• 2012 ComEd response to ICC Staff follow-up request for additional information 324 

regarding Internal Audit Reports – Business Other Than Public Utility Business. 325 
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• 2012 BSC Cost Allocation Review:  ComEd submitted this review as part of a 326 

Part 285 filing requirement (285.150(d)) requiring that ComEd submit a list of all 327 

internal audits with its initial filing. 328 

• 2012 Exelon Business Services Company’s FERC Form No. 60 Annual Report of 329 

Centralized Service Companies:  Submitted annually as a result of the final order 330 

in ICC Docket No. 05-0597. 331 

• Supplemental schedules to ComEd’s ILCC Form No. 21 Annual Report:  These 332 

schedules are a report of BSC’s corporate governance charges by function, along 333 

with certain schedules that were previously filed as part of the U-13-60 report 334 

filed with the Securities and Exchange Commission prior to the repeal of the 335 

PUHCA, with detail provided for items that exceed $100,000 in amount. 336 

• 2012 Notification of a change in Service Company Allocation Factor: In 337 

accordance with the final order in ICC Docket No. 05-0597, ComEd is required to 338 

notify the Commission within 30 days of implementation of substantial changes 339 

to BSC allocation factors.  Although ComEd did not believe the reported change 340 

triggered the reporting requirement (because the cost allocation methods 341 

themselves did not change), as a courtesy ComEd notified the Commission of this 342 

change in service company allocation factor, which was greater than 5%. 343 

In addition, ComEd representatives met with Staff on various occasions during 2012 to 344 

discuss these reports and related issues, as requested by Staff. 345 
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VI. ADMINISTRATIVE AND GENERAL EXPENSES 346 

Q. What types of expenses are included in the Administrative and General (“A&G”) 347 

Expenses category? 348 

A. A&G costs generally represent a wide variety of corporate support and overhead costs 349 

that benefit or derive from more than one business function.  Major A&G support areas 350 

include the Human Resources, Finance, Legal, Supply Management, Information 351 

Technology, and Corporate Governance functions.  Additionally, the costs of employee 352 

pensions and benefits, including health care for active and retired employees, as well as 353 

rents, injuries and damages expenses, and regulatory expenses are included in these A&G 354 

Accounts.  All of these types of costs represent expenses ComEd incurs in providing 355 

delivery services to its retail customers.  They are managed carefully and with systems of 356 

cost control and review similar to those applied to distribution and customer operational 357 

expenses, as described by ComEd witnesses Blaise (ComEd Ex. 5.0) and Donovan 358 

(ComEd Ex. 6.0).   359 

Q. Who provides the services included within Administrative and General expenses? 360 

A. In general, services are provided either internally by ComEd employees or by other 361 

service providers, including BSC.  BSC provides corporate governance, technical, and 362 

numerous other support services to the Exelon companies.  As I explained earlier, the 363 

BSC charges to ComEd are for necessary services and are reasonable in amount, and this 364 

includes the charges for A&G expenses incurred on behalf of ComEd by BSC. 365 

Q. How are Administrative and General Expenses reviewed for reasonableness and 366 

prudence? 367 
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A. The majority of A&G expenses relate to operations and customer operations functions 368 

such as the costs of providing communications services to the line crews in the field, or 369 

information services to ComEd engineers.  Those costs are reviewed carefully, as are the 370 

functions that support them, by the operations and customer operations areas that they 371 

support, and their prudence and reasonableness is addressed by ComEd witnesses Blaise 372 

(ComEd Ex. 5.0) and Ronald Donovan (ComEd Ex. 6.0).  In addition, corporate 373 

governance, technical, financial, and support services are provided to ComEd by BSC, as 374 

previously discussed in Section V of my testimony.  What remains is a small group of 375 

A&G costs, such as for building leases, insurance, general communication services, the 376 

vehicle fleet, and the like that are expenses of operating a delivery services business, but 377 

are not included in Distribution or Customer accounts.  Also, certain costs recorded in 378 

customer accounts (e.g., Accounts 908-909) include communication and support systems 379 

that are not managed by Customer Operations.  .These customer accounts costs are $20.7 380 

million after adjustments and are described as Customer Service and Informational costs 381 

in ComEd Ex. 3.01, Sch FR C-1, Col (E), Line 3. 382 

Q. How does ComEd, in the regular course of its business, monitor and control this 383 

“small group of A&G costs” and the communication and support systems costs 384 

described above to ensure that they are reasonable? 385 

A. First of all, the same types of processes, supply management functions, and financial 386 

controls that are in place in the operational areas of the company are implemented to 387 

control these costs.  In order to be incurred, costs and activities must be reviewed and 388 

approved not only at the functional, but also at the financial, level.  In addition, ComEd 389 
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employees are incentivized to reduce these expenses wherever possible.  Based on my 390 

knowledge of ComEd’s costs of service gained in my current position and my 391 

longstanding knowledge of ComEd’s financial and accounting controls, it is my opinion 392 

that these costs were prudently incurred in connection with the provision of delivery 393 

services and are reasonable in amount. 394 

Q. In your opinion, are the pension and other post-employment benefits (“OPEB”) 395 

prudently incurred and reasonable in amount? 396 

A. Yes.  Pension and OPEB expenses are based upon actuarial studies performed by Towers 397 

Watson.  The magnitude of the expenses is primarily driven by the market return on 398 

investments underlying the plans, interest rates used in determining the plans’ 399 

obligations, and the funded status of the plans.  ComEd’s goal is to provide adequate 400 

funding for the plans on which its employees’ retirement benefits depend at a prudent and 401 

reasonable cost.  Also, by assuring adequate funding, ComEd reduces the expense that 402 

will be recognized in future periods, while alleviating uncertainty surrounding funding 403 

for future contributions.  Based on my personal direct knowledge, it is my opinion that 404 

ComEd properly manages its Pension and OPEB obligations, and the expenses incurred 405 

are prudent and reasonable. 406 

VII. INCENTIVE AND OTHER COMPENSATION 407 

Q. Is ComEd seeking to recover incentive compensation costs it incurred during 2012? 408 

A. Yes.  As described in Mr. Fruehe’s testimony (ComEd Ex. 3.0), ComEd is seeking to 409 

recover $45.2 million awarded pursuant to the 2012 Annual Incentive Plan, discussed in 410 

Part A of this Section of my testimony, and $1.5 million of the $3.0 million awarded 411 
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pursuant to the 2012 Long-Term Performance Share Award Program, discussed in Part B 412 

of this Section of my testimony. 413 

Q. What points concerning incentive compensation does your testimony seek to 414 

address? 415 

A. In its May 29, 2012 Order in ICC Docket No. 11-0721, the Commission adopted a 416 

“proposal to require ComEd to include, in its initial filing, the information that is 417 

necessary to allow the Commission to determine whether ComEd has achieved the 418 

metric regarding incentive compensation … as it requires ComEd to substantiate 419 

entitlement to recovery for the incentive compensation that it awarded which meets 420 

the metrics cited above in Section 16-108.5” of the Public Utilities Act.  Commonwealth 421 

Edison Co., ICC Docket No. 11-0721 (Order May 29, 2011) at 160.  The Commission 422 

decided that “ComEd should be required to file, with its initial performance-based rate 423 

filing, evidence establishing that its employees have achieved the statutory metrics,” 424 

including evidence “as to what its employees did to achieve the performance metrics in 425 

Section 16-108.5.”  Id. My testimony regarding the incentive compensation plans, 426 

together with that of ComEd witnesses Ms. Blaise and Mr. Donovan, accordingly 427 

describes the metrics set forth in the incentive compensation plans, how ComEd 428 

performed under the metrics, and what employees did to achieve the metrics. 429 

A. The 2012 Annual Incentive Plan 430 

Q. During 2012, did ComEd offer any incentive compensation programs in which its 431 

employees participated? 432 
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A. Yes.  ComEd had two basic incentive compensation programs in effect in 2012: the 2012 433 

Annual Incentive Plan (“AIP”), discussed in this subsection of my testimony, and the 434 

2012 Long-Term Performance Share Award Program (“LTPSAP”), discussed in the next 435 

subsection of my testimony.  See ComEd Ex. 3.07.  The fundamental concept of both the 436 

AIP and the LTPSAP is “pay at risk”.  ComEd sets total compensation, including base 437 

salaries, benefits, and incentive compensation, at levels necessary to remain competitive 438 

with comparable companies.  In other words, the AIP is part of the overall compensation 439 

package.  The total compensation that ComEd pays its employees is based on the levels 440 

needed in the marketplace to attract and retain qualified personnel.  Instead of paying the 441 

entire amount of an employee’s compensation through base salaries, ComEd makes a 442 

portion of each employee’s pay subject to achievement of operational metrics specified in 443 

the incentive compensation plans.  By structuring compensation in this manner, ComEd 444 

implements a “pay at risk” approach under which ComEd’s employees are at risk of 445 

receiving less than a marketplace level of compensation if the metrics of the plans are not 446 

achieved.  So understood, the incentive compensation paid under these plans should not 447 

be construed as some form of “bonus” or additional compensation. 448 

As I describe in more detail below, ComEd employees met or exceeded every 449 

operational metric for 2012, and thus did not lose the portion of their compensation that 450 

was at risk during the year.  In light of these achievements, which were accomplished at 451 

market-based compensation levels, I conclude that the 2012 AIP costs were prudently 452 

incurred and reasonable in amount.  453 

Q. To which employees does the AIP apply? 454 
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A. The AIP applies to all of ComEd’s 5,902 employees as of December 2012.  All ComEd 455 

employees perform work directly providing delivery services or support the provision of 456 

those services, whether they are determining what investments must be made in order to 457 

maintain and improve service, “turning a wrench” or laying cable, making sure that work 458 

is performed safely, ensuring that customers are billed correctly, working to increase 459 

productivity, performing needed “back office” work, making sure that only prudent and 460 

reasonable costs are incurred, or raising at reasonable cost the capital needed to pay for 461 

the investments needed to make the provision of service possible and to improve that 462 

service.  Through the AIP, ComEd seeks to align all employees’ incentives to the 463 

customer-centric metrics of the AIP, so that the employees perform their tasks within the 464 

context of the ultimate objectives of providing adequate, reliable, and safe service at 465 

reasonable cost. 466 

Q. Why doesn’t ComEd have a separate incentive plan for each department? 467 

A. Having separate AIPs or other incentive plans for each department would fracture 468 

continuity among departments rather than ensure, as the AIP does, that all ComEd 469 

employees contribute to the success of the company as a whole in achieving the 470 

objectives reflected in the AIP.  In addition, developing and administering what could be 471 

dozens of separate AIPs would simply be unworkable and costly. 472 

Q. How is the AIP structured? 473 

A. The 2012 AIP had seven operational metrics (also referred to as goals or Key 474 

Performance Indicators).  Two of the seven metrics (50% of the AIP’s weighting) related 475 

to ComEd cost control.  Five of the seven metrics (50% of the AIP’s weighting) related to 476 



Docket No. 13-____ 
ComEd Ex. 4.0 

Page 23 of 34 

ComEd operations.  The AIP was equally weighted between the ComEd cost control 477 

metrics and the ComEd operational metrics.  The seven metrics are: 478 

• Controlling the total level of Operations & Maintenance (“O&M”) expense (goal 479 

weight 25%) 480 

• Controlling the total level of capital expenditures (goal weight 25%) 481 

• The OSHA Recordable Rate (safety) (goal weight 10%) 482 

• Performance on the System Average Interruption Frequency Index (“SAIFI”) 483 

(average number of service interruptions per customer) (weather normalized) 484 

(goal weight 10%) 485 

• Performance on the Customer Average Interruption Duration Index (“CAIDI”) 486 

(weather normalized) (goal weight 10%) 487 

• Performance on the Customer Satisfaction Index (goal weight 10%) 488 

• Performance on the Legislative Work Plan Initiatives Index, which measures 489 

productivity on the major work plan objectives that are key to supporting the 490 

Energy Infrastructure Modernization Act (“EIMA”), including the Underground 491 

Cable, Smart Substation, and Wood Pole programs; key performance standards 492 

are based on ComEd’s filing of its Multi-Year Performance Metrics Plan (goal 493 

weight 10%) 494 

ComEd Ex. 3.07.  In sum, ComEd’s incentive compensation plans are among the tools 495 

that are critical to efforts to manage operations and expenses to keep costs low and 496 

performance high.   497 

Q. Why do you refer to the 2012 AIP metrics as operational? 498 
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A. Each of the seven 2012 AIP metrics is aligned with specific operational metrics.  The two 499 

cost control metrics tie to “budget controls” and to “efficiency and productivity.”  The 500 

OSHA metric ties to “safety.”  The SAIFI and CAIDI metrics tie to “outage duration and 501 

frequency.”  The Legislative Work Plan Initiatives Index ties to “efficiency and 502 

productivity.”  The Customer Satisfaction Index ties to “customer service.”  The metrics 503 

also are inter-related, e.g., efficiency and productivity also serve to help control costs.  504 

All seven metrics relate in various ways to the provision of adequate, reliable, and safe 505 

service at reasonable cost to customers. 506 

Q. How does performance under the metrics impact compensation? 507 

A. The AIP, as to each of its metrics, includes three levels: (1) a threshold level that must be 508 

met in order for any payment to be made under the metric, and which, if met, results in 509 

50% payment of the target payment level for the metric; (2) a target level, which, if met, 510 

results in 100% payment of the target level for the metric; and (3) a more rigorous 511 

distinguished level, which, if met, results in 200% payment of the target level for the 512 

metric. 513 

Q. Why does the AIP apply these metrics to all employees? 514 

A. Placing some of each ComEd employee’s compensation at risk for all seven metrics 515 

encourages each employee to work directly toward, or support the work of other 516 

employees toward, achieving the objectives of those metrics.  ComEd is seeking to 517 

incentivize every employee to perform his or her assigned work within the framework of 518 

those goals. 519 
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Q. Can you provide an overview of the projects and departments to which ComEd 520 

employees dedicate their time?   521 

A. Of ComEd’s 5,902 employees as of December 2012, 3,759 were in the Operations 522 

department and 1,493 were in the Customer Operations department.  My colleagues, Ms. 523 

Blaise and Mr. Donovan, describe the achievements of the employees in the Operations 524 

and Customer Operations departments, respectively.  See ComEd Exs. 5.0 and 6.0.  My 525 

testimony addresses the 650 other employees who, while at times performed operations 526 

work, also served in various operational support, management, and executive positions in 527 

the other major departments and offices.  In other words, although these employees may 528 

not perform “operations” tasks, they are engaged in important positions in departments 529 

such as Finance, Human Resources, and Information Technology.  Indeed, operations 530 

work cannot be performed without, for example, capital, hiring and retaining personnel, 531 

and computers with the necessary software.     532 

Q. How did ComEd perform under the 2012 AIP operational metrics? 533 

A. The following is a summary of 2012 performance under the AIP metrics: 534 

• With respect to SAIFI (weather-normalized), performance of 0.84 was better than 535 

both the target level of 0.93 and the distinguished performance threshold level of 536 

0.86.  This performance ties with 2011 for the best performance on record. 537 

Performance was driven by favorability in Distribution SAIFI and the best 538 

Transmission and Substations SAIFI on record.  Distribution Automation avoided 539 

over 1.1 million customer interruptions.   540 



Docket No. 13-____ 
ComEd Ex. 4.0 

Page 26 of 34 

• The 87 minute CAIDI performance of ComEd’s employees was 1 minute better 541 

than the target despite a higher than normal number of non-reportable storms, as 542 

well as one of the hottest summers on record.  Storm process and technology 543 

enhancements and the focus of the Operations Control Center and first responders 544 

drove the improved performance.   545 

• The Customer Satisfaction Index result of 7.46 in 2012 was better than the 7.30 546 

target and is the best year-end score on record.  Improvement initiatives included 547 

grid modernization, enhanced customer communications, Storm Task Force 548 

improvements, energy efficiency programs, outage communications 549 

enhancements, and customer experience enhancements. 550 

• The OSHA Recordable Rate of 0.93 achieved by ComEd’s employees was better 551 

than the target of 0.99 and was the second best performance on record. 552 

• Total capital expenditures were $16 million better (less) than the target level. 553 

• Total O&M costs were $13 million better (less) than the target level.   554 

• Performance on the Legislative Work Plan Initiatives Index achieved a 555 

distinguished rating driven primarily by favorable performance on the 556 

Underground Cable, Smart Substation, and Wood Pole programs. 557 

• Overall, ComEd employees and managers performed at a level reflective of a 558 

148% payout for the AIP.  However, as explained by ComEd witnesses Ms. 559 

Brinkman and Mr. Fruehe, the payout was limited to 115% due to the Shareholder 560 

Protection Feature, and ComEd has further capped its recovery of AIP costs at 561 

102.9%.  (ComEd Exs. 2.0 and 3.0.)  562 
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In sum, by performing their respective duties, ComEd employees contributed to 563 

the achievements in 2012 under the AIP.  ComEd’s employees directly provide, support, 564 

or perform other work essential to the provision of adequate, reliable, and safe customer 565 

service at reasonable cost. 566 

Q. How did the 650 ComEd employees not in the Operations or Customer Operations 567 

departments contribute toward achievement of the incentive plan metrics? 568 

A. These employees contributed toward achievement of the incentive plan metrics in 569 

innumerable ways, including, among others, (i) the OSHA Recordable Rate Metric, (ii) 570 

the Outage Frequency and Duration Metrics, (iii) the Customer Satisfaction Index Metric, 571 

(iv) the Total O&M and Capital Costs Metrics, and (v) the Legislative Work Plan 572 

Initiatives Index. 573 

Q. How did the employees not in the Operations or Customer Operations departments 574 

contribute toward achievement of the OSHA Recordable Rate Metric? 575 

A. Safety is ComEd’s first priority.  All employees throughout the organization (including 576 

the two Operations departments and the other major departments and offices) must 577 

exhibit a good safety attitude and practice safe behaviors at all times to ensure we 578 

maintain a consistently safe workplace environment.  Employees are expected to identify 579 

unsafe conditions and make them safe.  If the employee cannot correct the condition, he 580 

or she is expected to report the condition so it can be corrected.  Additionally, it is the 581 

responsibility of all employees to ensure their co-workers are working safely and point 582 

out safety concerns or issues when they are identified.  Workplace accidents are not 583 

limited to employees working in the field.  They can happen to any employee, and every 584 
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ComEd employee regardless of job contributes to ComEd’s OSHA Recordable Rate 585 

performance. 586 

Q. Q. How did employees not in the Operations or Customer Operations 587 

departments contribute toward achievement of the Outage Frequency and Duration 588 

Metrics? 589 

A. These employees support these system reliability metrics by providing day to day support 590 

to operations personnel that are improving the system’s performance.  Work plans and 591 

budgets are prepared and tracked; materials and supplies are ordered and delivered; 592 

information technology resources are utilized in planning, coordinating and tracking 593 

work; and these employees hire and assign personnel to appropriate work activities.  594 

They also contribute to this reliability metric by participating in storm restoration efforts.  595 

For example, employees in the External Affairs and Large Customer Services groups 596 

have primary liaison responsibilities with local governmental authorities and large 597 

customers.  In that role, they are a critical source of information to the operations 598 

personnel about restoration progress and where resources should be deployed to speed 599 

restoration.  Without the support of these employees, the activities that improve system 600 

operational performance would not be possible. 601 

Q. How did employees not in the Operations or Customer Operations departments 602 

contribute toward achievement of the Customer Satisfaction Index Metric? 603 

A. These employees support this metric by improving communications with customers, 604 

improving technology that customers use to interact with the company, keeping a sharp 605 

focus on costs and efficient operations, and developing and promoting programs that 606 
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provide support to customers in need.  For example, employees in the Marketing & 607 

Environmental Programs group directly interact with ComEd customers as they promote 608 

ComEd’s Smart Ideas energy conservation programs.  Employees in the External Affairs 609 

and Large Customer Services groups directly interface with customers and municipal 610 

leaders to address service questions and concerns.  Employees in the Communications 611 

group help keep customers informed, through the media or ComEd’s electronic 612 

communications channels, of service interruptions or helpful tips to better manage energy 613 

usage.  In addition, as mentioned earlier, these employees have a role engaging customers 614 

and other stakeholders in the event of widespread outages caused by severe storms.  615 

Those restoration efforts have a direct and influential impact on customer perceptions of 616 

ComEd and satisfaction with the company’s service.  These employees also provide 617 

support to Customer Operations personnel that have direct customer interaction, making 618 

their functions more efficient and effective.   619 

Q. How did employees not in the Operations or Customer Operations departments 620 

contribute toward achievement of the Total O&M and Capital Costs Metrics? 621 

A. All ComEd personnel are responsible for these metrics in that work plans and budgets are 622 

prepared in all organizations and are evaluated routinely to ensure that expenditures are 623 

prudent and appropriate.  Employees not in Operations or Customer Operations 624 

departments lead the processes for creating the annual budget, tracking and monitoring 625 

costs, and managing portfolios of company assets.  They are also responsible for the 626 

technology resources that enable accurate tracking of costs, raise capital, and ensure that 627 

materials, supplies and human resources are efficiently provided.  All personnel are 628 
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tasked with trying to find better, more efficient ways to perform their functions, resulting 629 

in lower costs to customers. 630 

Q. How did employees not in the Operations or Customer Operations departments 631 

contribute toward achievement of the Legislative Work Plan Initiatives Index 632 

Metric? 633 

A. ComEd’s Legislative Work Plan Initiatives Index measures productivity on the major 634 

work plan objectives that are key to supporting EIMA and maintaining or improving 635 

infrastructure, such as the Underground Cable, Smart Substation, and Wood Pole 636 

programs.  ComEd’s employees not in the Operations or Customer Operations 637 

departments support those initiatives by providing financial, information technology, 638 

human resources, and supply services and support. 639 

B. Long-Term Performance Share Award Program (“LTPSAP”) 640 

Q. What is LTPSAP? 641 

A. LTPSAP is a new program for 2012 that replaced ComEd’s prior Long-Term Incentive 642 

Plan.  LTPSAP is intended to provide rewards to individuals in executive positions who 643 

play key roles in the success, as defined by the goal areas of the LTPSAP, of ComEd and 644 

the other businesses in the Exelon corporate family. 645 

Q. To which ComEd employees does LTPSAP apply? 646 

A. Those eligible for awards under LTPSAP are executives approved for participation by the 647 

Compensation Committee of the Exelon Board of Directors. 648 

Q. How is LTPSAP structured? 649 
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A. Awards under LTPSAP are based on performance by ComEd and the other businesses in 650 

the Exelon corporate family in six goal areas that support long-term growth and value: 651 

Operational Excellence; Financial Management; Policy Advocacy; Beneficial M&A; 652 

Organic Growth; and Risk Management.  Each goal area is generally comprised of 653 

additional supporting metrics.    654 

Q. Can you please describe each goal area in more detail? 655 

A. Yes.  A brief summary of the six goal is as follows: 656 

• Operational Excellence:  This goal area is designed to ensure the delivery of low 657 

cost, clean and reliable energy to customers by investing in the Exelon companies, 658 

including utilities such as ComEd, and operating them at world class levels. 659 

• Financial Management:  Under this goal area, metrics focus on executing cost 660 

discipline, optimizing the balance sheet, cashflow, liquidity, meeting earnings 661 

targets and liability management to deliver on value return commitments. 662 

• Policy Advocacy:  This goal area focuses on engaging with external stakeholders 663 

to shape public policy in a manner that benefits customers and shareholders. 664 

• Beneficial Merger and Acquisition Opportunities:  Under this goal area, 665 

considerations include evaluation of opportunities that create synergies and 666 

savings. 667 

• Organic Growth:  The focus of this goal area is creating commercial opportunities 668 

based on Exelon’s unique investment platform. 669 
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• Risk Management:  This goal area is designed to protect both customers and 670 

shareholders from exposure to increased costs. 671 

Q. Are the metrics supporting these goal areas operational in nature? 672 

A. While many of the metrics are operational, some relate to net income or a ComEd 673 

affiliate’s earnings per share.  A summary of these metrics follows: 674 

• Operational Excellence:  The vast majority of the metrics supporting this goal 675 

area are operational in nature, including the OSHA Recordable Rate, CAIDI, 676 

SAIFI, Green House Gas Commitment, and Delivery Synergies and Cooperation 677 

on Like Projects and Operations.  These metrics tie to key operational metrics 678 

categories, which include, respectively, safety, outage duration, outage frequency, 679 

environmental compliance, and budget controls, efficiency and productivity.  680 

Moreover, because these metrics apply to other companies in the Exelon family, 681 

one metric applies to nuclear plant operation and another applies to operation of 682 

the fossil fleet.   683 

• Financial Management:  These supporting metrics include cost discipline metrics 684 

related to Total O&M and Total Capital Expenditures that align with operational 685 

metrics of budget controls, efficiency and productivity.  In addition, these metrics 686 

also include provisions related to earnings per share and related metrics that are 687 

not operational.   688 

• Policy Advocacy, M&A Opportunities, Organic Growth and Risk Management:  689 

While these goal areas generally do not include supporting metrics, they do 690 

include considerations regarding the establishment of policies beneficial to 691 
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customers and the reduction of costs, which align with operational metrics of 692 

customer satisfaction, budget controls, efficiency and productivity.  Indeed, in its 693 

Order in ICC Docket No. 12-0321, the Commission cited evidence in the record 694 

that the savings attributable to ComEd as a result of the merger between Exelon 695 

and Constellation (net of the costs incurred to achieve the savings) were projected 696 

to be $156 million through 2015.  Commonwealth Edison Co., ICC Docket No. 697 

12-0321 (Order December 19, 2012) at 78-79.  As set forth in Mr. Jirovec’s direct 698 

testimony (ComEd Ex. 7.0), the actual 2012 savings are consistent with these 699 

projections, and current projections for future savings are even more favorable for 700 

customers. 701 

Q. Can you describe the achievements under the LTPSAP? 702 

A. Yes.  The following is a summary of 2012 performance under the LTPSAP metrics: 703 

• Operational Excellence:  Through its SAIFI and CAIDI performance that I 704 

discussed in connection with the AIP metrics, ComEd contributed to Exelon 705 

exceeding the target for this metric. 706 

• Financial Management, Policy Advocacy, and Organic Growth:  Exelon achieved 707 

the targets for these metrics. 708 

• Beneficial Merger and Acquisition Opportunities:  Exelon’s successful merger 709 

with Constellation, which is discussed in Mr. Jirovec’s testimony (ComEd. Ex. 710 

7.0), contributed to Exelon exceeding the target for this metric. 711 

• Risk Management:   Exelon exceeded the target for this metric. 712 

Q. Is ComEd proposing to recover all of the LTPSAP costs? 713 
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A. No.  As I explained previously, ComEd recognizes that some of the metrics supporting 714 

the goal areas are not operational, but tied to net income or an affiliate’s earnings per 715 

share.  In light of the non-operational nature of some of the metrics, ComEd believes that 716 

50% of the 2012 LTPSAP costs allocated to it is a reasonable estimate of the LTPSAP 717 

costs tied to operational goal areas, and therefore seeks recovery of only that amount. 718 

Q. Does this conclude your direct testimony? 719 

A. Yes. 720 


