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REQUEST NO. AG 4.03: 

Ref: CornEd Response to AG 1.04 <Reconciliation Regulatory Asset). According to this 
response, "This regulatory asset balance represents the estimated net under-recovery of CornEd's 
20 II and 2012 revenue requirements as of December 31, 2012 ... " Please provide the following 
additional information: 

a.	 Explain why the Company has provided deferred income taxes on the regulatory asset 
arising from accounting recognition of the under-recovery of revenues under formula rates, 
indicating whether such provision is required under GAAP accounting. 

b.	 Given the application of interest to under-recovered balances such to reconciliation under 
EIMA, does the Company agree that ratepayers are providing a return on the Company's 
investment in this regulatory asset while awaiting recovery of such amounts through rates? 

c.	 If your response to part (b) is negative, please identify and describe each reason why a 
return on the regulatory asset balance is being denied, with supporting documentation and 
calculations for your response if applicable. 

d.	 If not for the consolidated NOL position of Exelon and the provision of a deferred tax asset 
("DT A") on CornEd's books for its calculated share ofthe consolidated NOL, would 
CornEd be experiencing any income tax deferral benefits in connection with the recorded 
regulatory asset balance arising from the delayed recovery of reconciliation balance 
amounts (with interest)? 

e.	 Is the amount shown at CornEd Ex. 3.18, WP4 REV, page I, line 20 for "Federal NOL 
DTA" of $24,989,000 jurisdictional larger than it would otherwise be because of the . 
delayed recovery of reconciliation revenues under EIMA? 

f.	 Please explain and quantify the effects of delayed recovery of reconciliation revenues 
under EIMA upon the Company's asserted NOL DTA balance included in rate base. 

RESPONSE: 

a.	 CornEd recorded deferred income taxes related to the regulatory asset recorded as a result 
of the under-recovery of2012 revenues under forrnula rates in accordance with GAAP 
Accounting Standards Codification 740 ("ASC 740"). 
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b. 'ComEd objects to this request on the grounds that the phrase "such to reconciliation under 
ErMA" is vague and ambiguous. Subject to this foregoing objection and CornEd's General 
Objections, CornEd states that interest applies to both under-recovered and over-recovered 
balances per EIMA. CornEd agrees that ratepayers are providing interest on the regulatory 
asset for under-recovered formula rate revenues, and, under the scenario of a regulatory 
liability (over recovery), CornEd would refund the balance with interest. 

c. See CornEd's response to subpart (b), above. CornEd agrees that EIMA allows interest to 
be applied to the under-recovered or over-recovered balance. 

d. CornEd objects to this request on the grounds that it seeks information that is irrelevant and 
is not likely to lead to the discovery of admissible evidence. CornEd has properly 
accounted for its costs and has followed the requirements of EIMA through the creation of 
the regulatory asset. This request seeks information about what CornEd would "be 
experiencing" if it had done otherwise. CornEd further objects to this request on the 
grounds that it is vague and ambiguous in that it requires assumptions that are not 
specified. Subject to these foregoing objections and CornEd's General Objections, CornEd 
responds as follows: The tax position related to the regulatory asset for the under-recovery 
of reconciliation balance amounts is a deferred tax liability. The deferred tax asset related 
to the Federal NOL does not affect the deferred income tax position related to the 
regulatory asset for the under-recovery of reconciliation amounts. 

e. CornEd objects to this request as it is vague and ambiguous in that it requires assumptions 
that are not specified and the term "deferred tax benefits" is unclear as used. Subject to this 
foregoing objection and CornEd's General Objections, CornEd responds as follows: 
Assuming expenses remain as stated in the current filing, to the extent that delayed 
recovery of reconciliation revenues implies that CornEd's revenues could have been greater 
in 2012 under a different recovery scenario, then on a consolidated basis increased taxable 
revenue would likely have decreased the amount of consolidated NOL recorded, and 
CornEd would likely reflect a portion of the decreased NOL. 

f. CornEd objects to this request on the grounds that it seeks information that is irrelevant and 
is not likely to lead to the discovery of admissible evidence. CornEd has properly 
accounted for its costs and has followed the requirements ofElMA through the creation of 
the regulatory asset. This request seeks information about what CornEd would "be 
experiencing" if it had done otherwise. CornEd further objects to this request on the 
grounds that it is vague and ambiguous in that it requires assumptions that are not 
specified. Subject to these foregoing objections and CornEd's General Objections, CornEd 
responds as follows: CornEd does not have an analysis of the effects of delayed recovery 
of reconciliation revenues on CornEd's NOL deferred tax asset balance, and there are a 
number of scenarios and assumptions that would need to be clarified, considered, and 
reviewed by CornEd in order to provide such an analysis. 
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