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REQUEST NO. AG 4.03: 
 
Ref: ComEd Response to AG 1.04 (Reconciliation Regulatory Asset).  According to this 
response, “This regulatory asset balance represents the estimated net under-recovery of ComEd’s 
2011 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 
(“DTA”) on ComEd’s books for its calculated share of the consolidated NOL, would 
ComEd 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 ComEd Ex. 3.18, WP4 REV, page 1, 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. 

 
SUPPLEMENTAL RESPONSE PREPARED FOR ICC DKT. NO. 13-0553:  
 
a. ComEd recorded deferred income taxes related to the regulatory asset recorded as a result 

of the under-recovery of 2012 revenues under formula 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 
EIMA” is vague and ambiguous.  Subject to this objection and ComEd’s General 
Objections, ComEd states that interest applies to both under-recovered and over-recovered 
balances per EIMA.  ComEd 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), ComEd would refund the balance with interest.  That interest is a 
cost of financing the under-recovered or over-recovered balance. 

 
c. See ComEd’s response to subpart (b), above.  ComEd agrees that EIMA allows interest to 

be applied to the under-recovered or over-recovered balance.  
 
d. ComEd 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.  ComEd 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 ComEd would “be 
experiencing” if it had done otherwise.  ComEd 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 ComEd’s General Objections, ComEd 
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. ComEd 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 ComEd’s General Objections, ComEd responds as follows:  
Assuming expenses remain as stated in the current filing, to the extent that delayed 
recovery of reconciliation revenues implies that ComEd’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 
ComEd would likely reflect a portion of the decreased NOL.  

 
f. ComEd 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.  ComEd 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 ComEd would “be 
experiencing” if it had done otherwise.  ComEd 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 ComEd’s General Objections, ComEd 
responds as follows:  ComEd does not have an analysis of the effects of delayed recovery 
of reconciliation revenues on ComEd’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 ComEd in order to provide such an analysis. 
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REQUEST NO. AG 4.05: 
 
Ref: ComEd Ex. 3.18, Sch FR A-4 (Revenue Effect of Return 9.67%).  Please provide the 
following additional information regarding the 9.67% return rate now being applied to 
reconciliation balances on Sch FR A-4: 
 
a. Confirm that the supporting calculations for the 9.67% rate on Schedule D-1 have 

assigned a “Gross Revenue Conversion Factor” of 1.7 to the Company’s so-called “After 
Tax Cost of Capital” at line 23 of 5.69% 
 

b. Explain the Company’s rationale for the application of a Gross Revenue Conversion 
Factor in the manner shown. 
 

c. Does ComEd believe that the Senate Bill 9 changes to the EIMA explicitly provides for 
or requires such an income tax factor up to the overall cost of capital? 
 

d. If your response to part (c) is affirmative, please explain and provide pinpoint citation to 
where such authority can be found. 
 

e. Does ComEd believe that the Senate Bill 9 changes to the EIMA implicitly provides for 
or requires such an income tax factor up to the overall cost of capital? 
 

f. If your response to part (e) is affirmative, please explain and provide pinpoint citation to 
where such authority can be found. 
 

g. Is it ComEd’s belief that the reconciliation balances that it must finance until such 
amounts are recoverable from ratepayers impose an incremental financing cost upon the 
Company of 9.67%? 

 
h. Please explain and provide supporting calculations and source documents for any 

affirmative response to part (g). 
 
SUPPLEMENTAL RESPONSE PREPARED FOR ICC DKT. NO. 13-0553: 
 
a. Yes.  The gross revenue conversion factor of 1.7 has been applied to the company’s after 

tax cost of capital. 
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b. As discussed in ComEd Ex 3.0 REV at 68:1456 – 69:1463, the revenue ComEd receives 
is subject to income tax.  If the gross revenue conversion factor is not applied to the after 
tax cost of capital, ComEd would not actually recover its allowed weighted average cost 
of capital on the reconciliation balance as provided for in Public Act 98-0015.  This is the 
same principle that applies to the income tax gross-up that is applied to ComEd’s after 
tax return on rate base (See ComEd Ex. 3.18, Sch FR A-1, lines 17 and 18). 
 

c. ComEd objects to this subpart on the grounds that it requests a legal opinion.  Subject to 
the foregoing objection and ComEd’s General Objections, ComEd believes that PA 98-
0015 allows ComEd to recover an amount equivalent to its weighted average cost of 
capital on its reconciliation balance.  This is not possible without the application of the 
gross revenue conversion factor.  Recovery of ComEd’s income tax costs in this manner 
was also included in ComEd’s May 30, 2013 filing, approved by the Commission on June 
5, 2013 in its final Order in Docket No. 13-0386, and in the compliance filing made with 
and accepted by the Commission and its Chief Clerk thereafter, in accordance with the 
Order. 
 

d. ComEd objects to this subpart on the grounds that “explicit” in this subpart is vague and 
ambiguous.  Subject to the foregoing objection and ComEd’s General Objections, please 
see ComEd’s response to subpart (c), above.  Further answering, ComEd states that the 
words “tax cost” do not appear in PA 98-0015, but achieving the words that do appear is 
not possible unless tax costs are considered.  See also Section 16-108.5(d)(1) of the Act 
which allows for recovery of the utility’s cost of capital. 
 

e. See ComEd’s response to subpart (c), above. 
 

f. See ComEd’s response to subpart (d), above. 
 

g. ComEd objects to this subpart on the grounds that it is phrased in a manner that is vague 
and ambiguous.  Subject to the foregoing objection and ComEd’s General Objections, 
ComEd states that its direct cost of funding distribution investments, whether they are a 
part of the reconciliation adjustment or some other portion of ComEd’s distribution rate 
base, is equal to its weighted average cost of capital (“WACC”), which is currently 
9.71% as shown on Sch FR D-1 line 25.   
 

h. See ComEd’s response to subpart (g), above.  See also Docket No. 13-0553, ComEd Ex. 
1.05 which provides an illustrative example of how not applying the impact of income 
taxes will result in under recovery of costs. 
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