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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Richard W. Bridal II.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

Q. Have you previously testified in this proceeding? 5 

A. Yes.  My direct testimony is ICC Staff Exhibit 1.0. 6 

Q. What is the purpose of your rebuttal testimony in this proceeding? 7 

A. The purpose of my rebuttal testimony is to respond to the direct testimony of 8 

Commonwealth Edison Company (“ComEd” or “Company”) witness Ms. 9 

Brinkman regarding the proposed gross-up of the weighted average cost of 10 

capital (“WACC”) interest rate for the effect of income taxes. 11 

 Schedule Identification 12 

Q. Are you sponsoring any schedules as part of ICC Staff Exhibit 2.0? 13 

A. No. 14 

Q. Have you included any attachments as part of your rebuttal testimony? 15 

A. No. 16 

Calculation of Interest on ComEd’s Reconciliation Balance 17 

Q. Ms. Brinkman agrees with your position that the reconciliation balance is 18 

the difference between two grossed up revenue requirements, but 19 

observes that the reconciliation balance represents the over- or under- 20 

recovery of costs, and states that the WACC-defined interest provides the 21 

time value of money that compensates ComEd for the delay in receiving 22 
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the reconciliation balance.  (ComEd Ex. 1.0, 19:385-386, 391-393.)  Please 23 

respond. 24 

A. These statements are ComEd’s attempts to distinguish the purpose of its 25 

reconciliation balance and the interest applied to such balance from other 26 

reconciliations, but the facts are indistinguishable.  A reconciliation balance 27 

always represents an under-or-over recovery of costs, so in that regard, 28 

ComEd’s reconciliation balance is no different that those of the other 29 

reconciliations produced from the automatic rate adjustment mechanisms that I 30 

discussed in my direct testimony.  (Staff Ex. 1.0, 4:83-94.)  Further, the other 31 

reconciliations that I discussed, including QIPS, provide for interest on the 32 

reconciliation balance to account for the time value of money.  Id. at 100-109.  33 

What the Company is asking for here, and which the Commission has never 34 

allowed in the past, is giving the Company additional compensation for the tax 35 

they anticipate to pay on the compensation they will receive for the time value of 36 

their money (i.e., interest). 37 

Q. Ms. Brinkman states, regarding the gross up of the cost of equity for 38 

income taxes, “I am not aware that the Commission has ever disallowed 39 

this gross up, no doubt because they all recognize a utility cannot earn the 40 

authorized return without it.  The gross up of the WACC interest on the 41 

reconciliation balance is no different.”  (ComEd Ex. 1.0, 16:318-321.)  How 42 

do you respond to these statements? 43 

A. In these statements, Ms. Brinkman appears to be incorrectly conflating what the 44 

Commission typically does in determining a utility’s revenue requirement in the 45 
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context of a rate case with what the Commission does in setting the interest rate 46 

in other cases where a reconciliation is involved.  It has been my testimony, and 47 

continues to be, that the Commission routinely grosses up for income taxes the 48 

revenues it authorizes utilities in a rate case to recover from ratepayers. As Ms. 49 

Brinkman indicates, doing so would allow the utilities to earn the authorized 50 

return even after they have paid income taxes owed.  Contrary to what Ms. 51 

Brinkman suggests, however, there is no similar practice by the Commission to 52 

gross up for income taxes the interest that is allowed on a reconciliation balance, 53 

no matter what that interest may be based upon.  That the Commission has 54 

chosen not to do so in other cases where a reconciliation is involved is more an 55 

indication that the Commission does see grossing up the interest for a 56 

reconciliation balance to be different. 57 

Conclusion 58 

Q. Does this question end your prepared rebuttal testimony? 59 

A. Yes. 60 


