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ComEd→AG 2.01. Must a rate formula under EIMA allow a participating utility to recover 

the reasonable and prudent expenditures it makes under the EIMA 

infrastructure investment program through the annually updated and 

reconciled ratemaking process?  If your answer is anything other than an 

unqualified “Yes,” please explain each circumstance under which a rate 

formula need not do so. 

RESPONSE: The People of the State of Illinois object to this data request to the extent it 

is vague and ambiguous, and to the extent it seeks documents or 

information not identified with reasonable particularity. 

Without waiving this objection, the People state as follows:  Yes, subject 

to each of the more specific protocols and procedures specified within 

EIMA, and the Commission’s responsibility to interpret and apply such 

protocols and procedures to ensure that rates are just and reasonable. 
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ComEd→AG 2.02. Do you contend that it is inappropriate and unnecessary to include the 

“Incremental Tax Gross Up” (Schedule FR A-1 Ln 18) in the calculation 

of ComEd’s revenue requirement (Schedule FR A-1 Ln 23)?  If your 

answer is anything other than an unqualified “Yes” or an unqualified 

“No,” please identify each circumstance where you believe it would be 

appropriate or necessary. 

RESPONSE: The People have formulated no such contention regarding Schedule FR A-

1, Line 18 or Line 23.  The People’s contentions regarding the Company’s 

proposed “Incremental Tax Gross Up” are applicable to Schedule FR D-1, 

as more fully explained in AG Exhibit 1.0 at lines 84-190 and AG Exhibit 

1.4. 
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ComEd→AG 2.06. Do you agree that interest can be defined as both 1) a charge for borrowed 

money generally a percentage of the amount borrowed and 2) the profit in 

goods or money that is made on invested capital?  If your answer is 

anything other than an unqualified “Yes,” please define “interest.”  If 

additional context is required for you to provide an unambiguous answer, 

that context is in connection with the deferral of a payment or financial 

obligation. 

RESPONSE: No.  Interest has a very specific meaning and is not “profit” but rather is 

the contractual return associated only with debt financing.  This distinction 

is evident throughout the Federal Energy Regulatory Commission 

(“FERC”) Uniform System of Accounts (“USOA”) applicable to electric 

utilities.  For example the definitions for Accounts 237, 240 and 427 in the 

USOA (18 CFR 101) are as follows:  

237 Interest accrued.  This account shall include the amount of interest 

accrued but not matured on all liabilities of the utility not including, 

however, interest which is added to the principal of the debt on which 

incurred. Supporting records shall be maintained so as to show the amount 

of interest accrued on each obligation. 

240 Matured interest (Major only).  This account shall include the amount 

of matured interest on long-term debt or other obligations of the utility at 

the date of the balance sheet unless such interest is added to the principal 

of the debt on which incurred. 

427 Interest on long-term debt.  A. This account shall include the amount 

of interest on outstanding long-term debt issued or assumed by the utility, 

the liability for which is included in account 221, Bonds, or account 224, 

Other Long-Term Debt.  B. This account shall be so kept or supported as 

to show the interest accruals on each class and series of long-term debt.  
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ComEd→AG 2.07. Can interest collected by a company be presented as income on its 

financial statements?  If your answer is anything other than an unqualified 

“Yes,” please identify each circumstance in which such interest could not 

be presented as income and explain why, in each such circumstance, that 

presentation would be improper.   

RESPONSE:   The People of the State of Illinois object to this data request to the extent it 

is vague or ambiguous, and to the extent it seeks documents or 

information not identified with reasonable particularity. 

Without waiving this objection, the People respond as follows:  If we 

assume that ComEd’s reference to “a company” does not include electric 

utilities, then any number of banks, insurance companies and other 

financial business enterprises may recognize interest income as well as 

interest expense in the determination of pretax income on financial 

statements.  If, alternatively, we assume that ComEd’s reference to “a 

company” is intended to include electric utilities, the FERC USOA (18 

CFR 101) provides for the recording of interest income as well as dividend 

income within Account 419, as follows: 

 

419 Interest and dividend income. A. This account shall include interest 

revenues on securities, loans, notes, advances, special deposits, tax refunds 

and all other interest-bearing assets, and dividends on stocks of other 

companies, whether the securities on which the interest and dividends are 

received are carried as investments or included in sinking or other special 

fund accounts.  B. This account may include the pro rata amount necessary 

to extinguish (during the interval between the date of acquisition and the 

date of maturity) the difference between the cost to the utility and the face 

value of interest-bearing securities. Amounts thus credited or charged shall 

be concurrently included in the accounts in which the securities are 

carried.  C. Where significant in amount, expenses, excluding operating 

taxes and income taxes, applicable to security investments and to interest 

and dividend revenues thereon shall be charged hereto. 

NOTE 1: Related taxes shall be recorded in account 408.2, Taxes Other 

Than Income Taxes, Other Income and Deductions, or account 409.2, 

Income Taxes, Other Income and Deductions, as appropriate. 

NOTE 2: Interest accrued, the payment of which is not reasonably assured, 

dividends receivable which have not been declared or guaranteed, and 
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interest or dividends upon reacquired securities issued or assumed by the 

utility shall not be credited to this account. 
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ComEd→ AG 2.09 Do you agree that the only issuance of long-term debt that ComEd made 

in 2012 was series 113 with an interest rate of 3.8%?  If your answer is 

anything other than an unqualified “Yes,” please specifically identify any 

additional debt by date of issuance, date of maturity, and interest rate, and 

produce all documentation supporting the existence of such long-term 

debt. 

RESPONSE: The People of the State of Illinois object to this data request to the extent it 

seeks documents or information not collected or maintained by The People 

of the State of Illinois or their agents or representatives in the normal 

course of business including, but not limited to, documents or information 

that would require special investigation or studies.  The People also object 

to this data request to the extent it is irrelevant, overbroad, unduly 

burdensome, and/or not reasonably calculated to lead to the discovery of 

admissible evidence.  Without waiving these objections, the People 

respond as follows: 

The Attorney General has not investigated and has no independent 

knowledge of whether any long-term debt was issued in ComEd’s name 

within 2012 other than the Series 113 issuance issued 10/01/12 on the un-

numbered line between 19 and 20 identified on WP 13 attached to ComEd 

Ex. 14.02 in Docket No. 13-0318. 

Mr. Brosch’s direct testimony observes that “If the Company incurs 

interest expense equal to its weighted average cost of capital when 

reconciliation balances are being financed, there would be no income tax 

expense incurred by ComEd because the “interest” is income tax 

deductible.  The Company is free to actually finance any changes in the 

reconciliation balance using any form of capital it desires, including a mix 

of debt or equity…”  See AG Ex. 1.0, lines 148-159 (emphasis added).     
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ComEd→  AG 2.10 Please specifically identify by date of issuance, date of maturity, and 

interest rate any new debt that you believe ComEd issued in 2012 to 

finance the unpaid reconciliation balance. 

RESPONSE: The People of the State of Illinois object to this data request to the extent it 

seeks documents or information not collected or maintained by The People 

of the State of Illinois or their agents or representatives in the normal 

course of business including, but not limited to, documents or information 

that would require special investigation or studies.  The People also object 

to this data request to the extent it is irrelevant, overbroad, unduly 

burdensome, and/or not reasonably calculated to lead to the discovery of 

admissible evidence.  Without waiving these objections, the People 

respond as follows: 

Please reference the People’s response to ComEd>>AG 2.09. The 

Attorney General has not analyzed the changes in ComEd’s short term 

debt balances, short term investments or other elements of working capital 

in 2012 or 2013 in order to identify potential sources or uses of cash that 

may have been involved in the actual financing of the unpaid 

reconciliation balance.   

 Mr. Brosch’s direct testimony observes that “If the Company incurs 

interest expense equal to its weighted average cost of capital when 

reconciliation balances are being financed, there would be no income tax 

expense incurred by ComEd because the “interest” is income tax 

deductible.  The Company is free to actually finance any changes in the 

reconciliation balance using any form of capital it desires, including a mix 

of debt or equity…”  See AG Ex. 1.0, lines 148-159 (emphasis added). 
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ComEd→AG 3.01. Are you aware of any the Illinois Commerce Commission establishing a 

revenue requirement for an electric, water, or gas utility wherein the AG 

has objected to a tax gross up of capital costs as part of the calculation of 

the net revenue requirement?  If your answer is anything other than an 

unqualified, “No,” please identify all Dockets in which there was such an 

objection by Docket number and case title. 

RESPONSE:  

  The People of the State of Illinois object to this request as vague in its reference to “any 

the Illinois Commerce Commission establishing a revenue requirement…” and to its 

reference to “capital costs.”   The People of the State of Illinois also object to this data 

request to the extent it requires the People of the State of Illinois to undertake legal research, 

legal analyses or provide legal conclusions. The People of the State of Illinois also object to 

this data request to the extent it seeks documents or information not collected or maintained 

by The People of the State of Illinois or their agents or representatives in the normal course 

of business including, but not limited to, documents or information that would require special 

investigation or studies. In addition, the People object because the question is irrelevant, 

overbroad, unduly burdensome, and/or not reasonably calculated to lead to the discovery of 

admissible evidence. 

  Without waiving its objections, Mr. Brosch states that he has not researched prior rate 

orders or AG-initiated appeals of rate orders to formulate any broad awareness or make any 

overall determination, but he has not observed from his experience in recent Illinois utility 

rates cases any dispute involving whether or not the equity component of capital costs 

allowed investor owned utilities yields an income stream that is subject to income 

taxation.  For example, Mr. Brosch has not objected in his filed testimony to inclusion of an 

income tax gross up of equity return component of capital costs on Sch. FR A-1 and Sch. FR 

A-1REC in his review of formula rate net revenue requirements for ComEd and Ameren 

Illinois Company in ICC Docket Nos. 11-0721, 11-0321, 12-0318, 12-0001, 12-0231 and 13-

0301.  Further, Mr. Brosch has not observed any dispute involving the conclusion that no 

corresponding income tax gross up is needed or has been proposed by Mr. Brosch, ComEd or 

Ameren with respect to the debt components of utility capital costs in determination of utility 

revenue requirements in the referenced ICC Dockets. 

  

ComEd Group Cross Ex. 5.0 
8 of 9



 2 

ICC Docket No. 13-0553 

The People of the State of Illinois’ Responses to  

Commonwealth Edison Company’s Third Set of Data Requests 

October 23, 2013 

 

 

ComEd→AG 3.02. Are you aware of any appeal in which the AG challenged a final order of 

the Illinois Commerce Commission establishing a revenue requirement for 

an electric, water, or gas utility on the grounds that it included a tax gross 

of capital costs up as part of the calculation of the net revenue 

requirement?  If your answer is anything other than an unqualified, “No,” 

please identify all such decisions by Docket number, case title, and date of 

the final order. 

 

RESPONSE:  
 

 The People of the State of Illinois object to this data request to the extent it seeks 

documents or information not collected or maintained by The People of the State of Illinois or 

their agents or representatives in the normal course of business including, but not limited to, 

documents or information that would require special investigation or studies. The People also 

object to this data request to the extent it is vague or ambiguous, and to the extent it seeks 

documents or information not identified with reasonable particularity.  

 

The People also object because the phrase ”aware of any appeal” is not limited as to time 

and is burdensome and oppressive in requiring an exhaustive review of past AG appeals of ICC 

rate orders. Further, the question is vague and ambiguous with regard to what is meant by 

“establishing a revenue requirement for an electric, water, or gas utility on the grounds that it 

included a tax gross of capital costs up as part of the calculation of the net revenue requirement” 

in connection with any prior AG appeals. 

 

Without waiving its objections, Mr. Brosch states that he has not researched prior AG-

initiated appeals of rate orders to formulate any broad awareness or make any overall 

determination, but he is not aware of any such appeals from his recent experience in Illinois 

utility rates cases.  Mr. Brosch has not objected in his filed testimony to inclusion of an income 

tax gross up of equity return  component of capital costs on Sch. FR A-1 and Sch. FR A-1REC in 

his review of formula rate net revenue requirements for ComEd and Ameren Illinois Company in 

ICC Docket Nos. 11-0721, 11-0321, 12-0318, 12-0001, 12-0231 and 13-0301. Further, Mr. 

Brosch has not observed any dispute involving the conclusion that no corresponding income tax 

gross up is needed or has been proposed by Mr. Brosch, ComEd or Ameren with respect to the 

debt components of utility capital costs in determination of utility revenue requirements in the 

referenced ICC Dockets. 
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