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Request AG-Staff 1.3 

Ref: ICC Staff Exhibit 8.0, Kahle Rebuttal, lines 192-203 (ADIT Related to 
Reconciliation). According to Mr. Kahle, "Thus to the extent that certain items 
(properly accounted for by the Company) are not included in the revenue requirement, 
neither are the associated ADIT values reflected in rate base... Since the Company has 
not included the reconciliation balance in the 2012 reconciliation revenue calculation, 
the associated ADIT also should not be included in the 2012 reconciliation revenue 
calculation." Please provide the following additional information: 

a.	 Does Mr. Kahle believe that the interest that is required to be applied to the 
"reconciliation balance" under the Act provides any return on investment for the 
Company, at ratepayers' expense, that is comparable to the return on investment 
that is provided when an investment such as the "reconciliation balance" has 
been included in rate base? Why or why not? 

b.	 Please explain and provide supporting analysis and documentation for any 
negative response to part (a). 

c.	 Does Mr. Kahle understand that Mr. Brosch's alternative proposal is 
recommended only if his primary recommendation, for the "reconciliation 
balance" to which interest is applied to be reduced to account for offsetting ADIT 
amounts, is not approved by the Commission? 

d.	 Please explain and provide supporting analysis and documentation for any 
negative response to part (c). 

e.	 Does Mr. Kahle support the primary recommendation of Mr. Brosch regarding the 
treatment of reconciliation related ADIT balances as a reduction to the balance 
upon which interest is applied? 

f.	 Please explain and provide supporting analysis and documentation for Mr. 
Kahle's response to part (e). 

g.	 Is it Mr. Kahle's recommendation that all reconciliation related ADIT balances be 
excluded from both the utility's rate base and from the reconciliation balance to 
which interest is applied? In other words, does Staff oppose both the primary 
and alternative recommendations of AG witness Brosch? 
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h.	 Please explain each reason for and provide supporting analysis and 
documentation for your response to part (g). 

Response 

a.	 Mr. Kahle believes that the interest rate that is required to be applied to the 
"reconciliation balance" under the Act provides a comparable return on 
investment for the Company, at ratepayers' expense, as the return on investment 
that is provided when an investment such as the "reconciliation balance" has 
been included in rate base because the WACC that is applied to the 
reconciliation balance is the same rate of return that is applied to the rate base. 

b.	 Not applicable. 

c.	 Yes. 

d.	 Not applicable. 

e.	 Mr. Brosch's primary proposal reflects Staff position in its initial brief on rehearing 
in Docket No. 11-0721. Staff asserted that: 

Since income taxes in the reconciliation balance are payable in the same 
year that the reconciliation balance is reflected in rates, the Company 
experiences no delay in recovering the income tax portion of the 
reconciliation balance. Therefore, the Company should not earn interest 
on the income tax portion of the reconciliation balance. 

(Docket No. 11-0721 Staff IB on Reh'g, 51.) 

Mr. Kahle has not taken a position on this issue because, while he is not an 
attorney, in his reading of the Act he could not determine if the Act allows for the 
reconciliation balance to be offset with ADIT in detenmining interest on the 
reconciliation balance. 

f.	 Mr. Kahle relied upon his reading of Docket No. 11-0721 Staff Initial Brief on 
Rehearing and the Act. 

g.	 Mr. Kahle does not support the alternative proposal offered by Mr. Brosch. Mr. 
Kahle has not taken a position on the primary proposal offered by Mr. Brosch. 

h.	 Please see: Staff Ex. 8.0, 10:181-203 and the responses to AG-Staff 1.1-d; AG
Staff 1.1-e; and AG-Staff 1.3-e. 


