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REOUEST NO. AG 6.07: 

Ref: CornEd Ex. 13.0. page 9. lines 167-172 (Interest at WACC without income taxes). 
According to Ms. Brinkman, "Mr. Brosch (AG Ex. 1.0,13:293-18:391) and Mr. Gorman (CCI 
Ex. 1.0,3:47-4:81) both advocate the use of the WACC without income tax impacts. This is a 
lower interest rate than the formula requires. The income tax gross-up is clearly reflected in the 
rate formula approved in Docket No. 13-0386. ComEd Ex." Please provide the following 
additional information: 

a.	 Explain when ComEd decided that an "income tax gross-up" was required to be applied 
to the WACC, and the basis for such decision. 

b.	 For each formula rate calculation exhibit previously filed by ComEd in Docket Nos. 11
0721 and 12-0321, state whether or not the Company applied the "income tax gross-up" 
to the WACC and explain the reason for either including or excluding the "income tax 
gross-up" within each submission. 

c.	 Does Ms. Brinkman or ComEd believe that the Commission has previously received any 
evidence or resolved any disputed issue regarding the application of an "income tax 
gross-up" to the WACC in determining interest on the reconciliation balance? 

d.	 Please provide citations for any affirmative response to part (c). 

e.	 Did ComEd, in any portion of its filing, discovery responses or other data provided by the 
Company in Docket No. 13-0386 specifically identify the change to apply an "income tax 
gross-up" to the WACC, relative to ComEd's prior filings in Docket Nos. 11-0721 or 12
0321. 

f.	 Please provide citations in support of any affirmative response to part (e). 

RESPONSE: 

ComEd objects to this data request on the grounds that the data request and the testimony to 
which it refers concem an issue that is not within the scope of this Annual Formula Rate Update 
proceeding. For this same reason, the data request also does not seek information that is 
reasonably calculated to lead to relevant and admissible evidence. ComEd further objects to this 
data request to the extent that is seeks the substance of privileged discussions between senior 
ComEd personnel and counsel conceming, inter alia, why various positions were and were not 
taken in prior litigation. 

Subject to these Objections and its General Objections, ComEd states: 
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a,	 The Public Utilities Act, as amended by Public Act 98-0015, grants utilities participating in 
EIMA the ability to recover the costs (time value of money and income taxes) of deferring 
revenue or overcollections and defines the time value of money as being equal to the utility's 
weighted average cost ofcaptial ("WACC"), Those costs are a component of the utilities' 
costs, not their earnings, As with any such cost item, in order to fully recover the cost, it is 
necessary to apply an income tax gross up, This gross up is mathematically equivalent to 
collecting the time deferral cost without the gross up and separately collecting the resulting 
income tax cost. The necessity of collecting income tax costs has long been recognized as a 
ratemaking principle, Upon review of the changes required as a result of Public Act 
98-0015, CornEd determined that it should be applying an income tax gross up in its rate 
formula, 

b.	 CornEd did not apply an income tax gross-up to the costs of the revenue deferrals in Docket 
No, 11-0721 or Docket No, 12-0321, 

Upon review of the changes required as a result of Public Act 98-0015, CornEd believes it 
should have included an income tax gross-up in its rate formula, However, the Order in 
Docket No, 11-0721, did not fully recognize CornEd's costs excluding taxes, so the question 
is academic. 

c.	 Yes. CornEd provided a copy of its formula rate to parties during the implementation of 
Public Act 98-00 15. This issue was discussed with Staff, and the Staff report filed on June 5, 
2013 in Docket No. 13-0386 discusses the correction of an error to the interest calculation 
and notes that it results in an approximate $1 M refund to customers in 2013 rates. In 
addition, the income tax gross up is included on Sch FR D-1 lines 22-25 of the filed rate 
formula template, This same rate formula template was submitted as CornEd Ex. 13.01 in 
this proceeding. 

d.	 See CornEd's response to subpart (c) above. 

e.	 See CornEd's response to subpart (c) above. 

f.	 See CornEd's response to subpart (c) above. 
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