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Pursuant to Section 200.800 of the Rules of Practice of the Illinois Commerce 

Commission (“Commission”), the United States Department of Energy (“DOE” or “the 

Department”), by its attorney, submits its Initial Brief in the above-captioned proceeding.   

 

INTRODUCTION   This brief is structured in accordance with the outline that was 

promulgated herein by the Administrative Law Judges.  It addresses only those subjects 

that the Department has addressed in this proceeding, and it addresses those subjects in 

the order that the Judges' outline requires.   For that reason, it begins with section VI of 

the outline.           

 

 

VI.  NEW RIDERS - (H.) Rider SEA   Most of the money that ComEd expends on storm 

damage is devoted to restoring portions of the Company's secondary distribution system. 

(DOE Exh. 1.0, p. 28)  That secondary distribution system cannot and does not ever serve 

ComEd’s largest customers.  For this reason, Mr. Robert Stephens (IIEC, Exh. 5.1, p.26), 

Dr. Dale Swan (DOE, Exh. 1.0, p. 27) and Dr. Dennis Goins (Nucor, Exh. 1.0, p.14) all 

criticize the single cents-per-kWh charge or credit mechanism that is included in the 

Company’s proposed Rider SEA.  Each of these witnesses points out that that recovery 

mechanism, by charging the same per-unit fee to all customers of all sizes, would create a 

mismatch between the broader group of customers who would be made to share the costs 

of storm damage and the narrower group of customers who would actually benefit from 

those costs.  In response to the invitation of ComEd witness Crumrine, (DOE Exh. 2.0, p. 

28) DOE and IIEC witnesses proposed two different alternative recovery mechanisms.  

 

Dr. Swan proposed that the Company conduct a limited cost of service study.  This study 

would develop individual cost-based, class-specific charges or credits that would be 

allocated to each of the individual customer classes.  These class-specific costs or credits 
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would then be recovered through a class-specific per-kWh charge or through class-

specific credit. (DOE Exh. 2.0, p. 28) 

 

Mr. Stephens proposed to use the cost of service study which the Company 

submitted as part of its filing in this proceeding to determine each class’s allocation.  

(All mentions herein of “the cost of service study” refer to this Company's study.)  

Under Mr. Stephens's proposal, the Company would recover additional costs or 

credits through class specific-demand charges (where appropriate) or through 

energy charges for customers who have only energy meters.  (IIEC Exh. 5.0, p.30)                          

 

In his surrebuttal testimony Mr. Crumrine proposed to merge those two proposals, 

by using the cost of service study to determine each class's SEA cost or credit 

responsibilities, and  recover those class-specific costs or credits through class-

specific per kWh charges or credits.  (ComEd 43.0, p. 28 et seq) 

 

If the Commission determines that an SEA is necessary and appropriate, DOE is 

willing to accept Mr. Crumrine’s hybrid recovery mechanism.  However, the 

Commission adopts this mechanism, it should clearly state that it is using the cost of 

service study only for that single and very limited purpose.  The Commission should 

further state that its use of the study for this limited purpose does not constitute 

acceptance of the study.  Finally, the Commission should state that its use of the study 

neither indicates nor suggests that, as discussed below, the study’s failure to 

disaggregate costs by voltage is not a fatal flaw which renders the study unacceptable 

for determining class revenues and designing rates in this case.   

 

 

SECTION VIII    COST OF SERVICE AND ALLOCATION ISSUES 

A. Overview - Three characteristics of cost of service are so firmly established as to be  

axiomatic: 

 

(1) it costs less per unit to provide, to distribute, a unit of electricity to a larger 

customer that takes service at a higher voltage than it does to distribute an equivalent 

unit of electricity to a smaller customer that takes at a lower voltage.  The facilities 

that together constitute electricity distribution systems are all rated - and are all used 

- at various and easily-distinguished voltage levels.  Thus, a class of large customers 

that receives electricity at the level of 69 kV does not use, is not served by, does not 

cause the costs of,  any of the system's distribution facilities that are rated at 34.5kV, 

12.5 kV, and all of the levels below those.   For this reason, no portion whatsoever of 

any  distribution facility below 69 kV can logically or fairly be attributed to, ascribed 

to, allocated to, any customer class that take at 69 kV or higher.   Toward the opposite 

end of the scale, a class of customers who take at 2.3 kV or less uses all of the 

distribution facilities on the system that are rated above 23 kV.   And some portion of 

all of the distribution system above 2.3 kV must be allocated to a customer class that 

takes at 2.3 KV or lower;              
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(2) the goal toward which reasoned ratemaking seeks to progress here is that all of the 

rates that are charged to all of the  ratepayer classes shall be based on cost of service; 

 

(3) any movement toward rates that are based on cost of service-based rates is 

dependent upon the availability of a valid cost of service study.  Absent a valid cost of 

service study, it is impossible except by blind luck to move toward cost-based rates. 

 

C. Embedded Cost of Service Study Issues   

1. Appropriate Study 

a. Two fundamental tests 

A cost of service study is properly subjected to two kinds of tests: 

 

(i) Are its results logical, internally consistent, and in sync with what is known about 

the fundamental relationships among the costs of serving customers which have 

differing characteristics? (DOE Exh. 1.0, p. 11); 

 

(ii) Is its methodology one that logic compels or strongly argues will produce accurate 

measurements of the real costs of serving the various customer classes?  

 

 

B. Applying the two fundamental tests 

 

(i) Are the cost of service study's results logical, internally consistent, and in sync with 

what is known about the fundamental relationships among the costs of serving 

customers which have differing characteristics? 

 

As DOE witness Dr. Dale Swan pointed out, and as no one seriously contests, cost per 

unit of delivery service is lower for larger customers than for smaller customers. 

(DOE Ex. 1, p. 11)   The cost of service study results are contrary to this axiomatic 

relationship between unit cost of delivery service and customer size. (DOE Exh. 2.0, p. 

5)  Among other deviations from that axiomatic relationship, the study calls for:     

 

(aa) a rate of $4.88/kW for Small customers whose maximum loads are up to just 100 

kW, but $5.08/kW for High Voltage customers whose loads range all the way up to 

ten megawatts, or 100 times greater than those of the Small customers;    

 

(bb) a rate of $4.88/kW for Small customers whose maximum load is just one hundred 

kWs, but $5.70/kW for Medium Voltage customers whose loads range all the way up 

to four hundred kilowatts;    

 

(cc) a rate of $5.70/kW for Medium customers whose maximum load is just four 

hundred kWs, and $5.74/kW and $5.70/kW for a Very Large customer whose load 

ranges all the way up to ten megawatts.   

 

Thus, according to this cost of service study:  
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(aa) its costs 86 cents or about 184% more to distribute a kW to a customer whose 

load ranges up to ten megawatts than it does to distribute a kW to a customer whose 

load is no greater than 100 kilowatts; 

 

(bb) it costs eighty-two cents, or about 17 per cent, more to distribute a kW to a 

customer whose load ranges up to four hundred kW that it does to distribute a  kW to 

a customer whose load is no greater than one hundred  kW; 

 

(cc) the cost of distributing a kW to a customer whose load ranges all the way up to 

ten megawatts is virtually the same as the cost of distributing a kW to a customer 

whose load is no more than four hundred kW.  (DOE Exh. 2.0, p. 9) 

 

The study's recommended rate increases are equally inapposite when compared to 

current rates.  For example, the current rate for Small Load is $4.29/kW, while the 

High Voltage (other) and Railroad rates are, respectively, $2.22/kW and $2.46/kW.  

This currently places the per unit rate for the Small user class at 175% to 193% of the 

rates for the two class of much larger user classes.  But, according to this study, Small 

Load should now be charged just $4.88/kW, while High Voltage (other) and Railroad 

should be charged $4.97/kW and $5.52/kW.   Now, these large users are to pay 102% 

and 113% of what the small users pay.  (ComEd Exh. 32.0, p.8, Table R3) 

 

 

2. Primary/Secondary Split  

a. Introduction   As discussed, the second test of a cost of service study is:  

 

Is the study's methodology one that logic compels or strongly argues will  

produce accurate measurements of the real costs of serving the various customer classes?  

 

This cost of service study's methodology cannot yield accurate measurements of the 

costs of serving the various customer classes.  

  

                     b. The study's pivotal flaw   The study's methodology contains a   

                     pivotal flaw.  This pivotal flaw causes a large portion of the dollars   

                     that represent the various portions Company's secondary distribution systems to be  

                     allocated to the several classes of large users which that secondary   

                     distribution system does not serve, because those large users take at  

                     the higher voltages.  This is what causes the study to render the  

                     above-discussed results that are so contrary to the  

                     axiomatic cost of service principles.  This is what causes the study to render  

                     recommended rate increases that would cause rate shock.      

 

This pivotal flaw in the study may be described as:  failure to disaggregate the 

Company's distribution costs on the basis of the different voltage levels at which the 

different customer classes take service.   
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This concept is the key to the reason why the cost of service study yields 

counterintuitive cost allocations, unreasonable rates, and high levels of rate shock.   

 

 

 

 

 

c. An illustrative example    We ask the reader to assume a simplified electric utility 

distribution system.  This system has three customer classes; 

 

S (Secondary), 

P (Primary),  

H (Higher Voltage); 

 

The three classes take distribution service at three voltage delivery levels;   

 

Class S takes at 2 kV;   

Class P takes at 12 kV;  

Class H takes at 34.5 kV.   

 

The system has three voltage levels of delivery plant facilities:  

 

Secondary delivery plant, which consists of facilities at 2 kV;  

Primary delivery plant, which consists of facilities at 12 kV;  

Higher Voltage delivery plant, which consists of facilities at 34.5 kV.  

 

The three customer classes are served (and/or not served) by the three voltage levels 

of delivery plant as follows:  

 

Class H takes service at 34.5 kV.  It is served only by 34.5 kV facilities;  

 

Class P takes service at 12 kV.  It is served by 34.5 kV and 12 kV facilities;  

 

Class S takes service at 2 kV.  It is served by 34.5 kV, and 12 kV, and 2 kV facilities.  

 

 

We ask the reader to assume that all agree to allocate this distribution system's costs 

on the basis of classes' Noncoincident Peak Demands (NCPs).   

Moreover, assume that the NCP's for each of the three classes are: 

 

mW 

Class S (Secondary at 2 kV) 100 

Class P (Primary at 12 kV)                            60  

Class H (High Voltage at 34.5 kV)    40 

 

Total of the classes' NCP's               200 mW                                                       
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Finally, let us assume that the annual cost (capital plus O&M) of each voltage group 

of delivery plant facilities is as follows: 

 

      2 kV   delivery level plant facilities           $3,000 

    12 kV   delivery level plant facilities            2,000 

34.5 kV    delivery level plant facilities            1,000 

                System's total delivery plant facilities $6,000  

                                                                                                                                               

We can logically and fairly determine the actual cost of the facilities that serve each 

of the three customer classes.  To do that, we allocate (on the basis of each class's 

NCP) the costs of the facilities at each of the three voltage delivery levels among the 

classes of customers that use facilities at those levels.  The resulting allocations are 

shown in the following table. 
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In this allocation, Class H receives no portion of the 2 kV distribution 

facilities and no portion of the 12 kV facilities, because Class H takes service at a 

voltage level of 34.5 kV, and therefore does not use any portion of those 2 kV and 12 

kV facilities.  Thus, Class H receives a total allocation of only $200, which is its 

proper share of the cost of the 34.5 kV facilities that really do serve that class.                                                                                                   

                                                                                                                                            

Now, let us repeat exactly the same NCP-based allocations, of exactly the same costs, 

of exactly the same distribution facilities, among exactly the same customer classes.   

But this time, let us not disaggregate distribution costs on the basis of the different 

voltage levels at which the different customer classes take service.   

 

When we do that, the same $6000 of distribution facilities is allocated among the 

classes very, very differently:                                                   

 

TABLE 1 

Actual Cost Responsibility With Disaggregation Based on Voltage Levels 

 
Class S Class P Class H 

 
2 Kv 

 
100% x  

$3,000 (all 2 kV facilities)  

      = $3,000 

 
0% x  

$3,000 (all 2 kV facilities) 

         = $0 

 
0% x  

$3,000(all 2 kV facilities)       

           = $0 

 
 
12 kV 

 
63% x  

$2,000 (all 12 kV facilities)    

    =  $1,260 

 
37% x  

$2,000 (all 12 kV facilities) 

        = $740 

 
0% x  

$2,000 (all 12 kV facilities)   

          = $0 
 
34.5 kV 

 
50% x  

$1,000 (all  34.5 kV 

facilities)   

      =  $500 

 
30% x  

$1,000 (all 34.5 kV 

facilities)   

       = $300 

 
20% x  

$1,000 (all 34.5  kV facilities)       

         = $200 

 
 
Total 

 
kV Level             $4,760 

 
                     $1,040 

 
                          $200 
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TABLE 2 

 

Allocated Cost Responsibility Without Disaggregation on the Basis of Voltage Levels 

Cost 

Function 
Class S Class P Class H 

2 50% x  

$3,000 (all 2 kV facilities)  

= $1500 

30% x  

$3,000 (all 2 kV facilities)   

= $900 

20% x 

 $3,000 (all 2 kV facilities)   

= $600 

12 kV 50% x  

$2,000 (all 12 kV facilities) 

 = $1000 

30% x $2,000  (all 12 kV 

facilities)  

= $600 

20% x  

$2,000 (all 12 kV facilities)  

= $400 

34.5 kV 50% x  

$1,000 (all 34.5 kV facilities)  

= $500 

30% x  

$1,000 (all 34.5 kV facilities) 

 = $300 

20% x 

$1,000 (all  34.5 kV facilities)  

= $200 

Total Class S  $3,000 Class P  $1,800 Class H    $1,200 

 

In TABLE 1, where costs are disaggregated on the basis of voltage levels, 

Class H received no portion of the 2 kV distribution facilities and no portion of the 

12 kV facilities, because Class takes at a voltage level of 34.5 kV, and therefore does 

not use any portion of those 2 kV and 12 kV facilities.  Thus, Class H received a 

total of only $200, which was its  share of the cost of the 34.5 kV facilities that really 

do serve that class.  Then, in TABLE 2, where exactly the same allocation gets 

influenced by failure to disaggregate distribution costs on the basis of the different 

voltage levels at which the different customer classes take service, Class H's allocation 

is no longer limited to $200 of 34.5 kV facilities.  Now, Class H gets a total allocation 

of not $200 but $1200.   

                                                                                                                                                                                                                                                                           

This additional $1000 of costs that are allocated to Class H consists of a portion of 

12 kV facilities and a portion of 2 kV distribution facilities.  These facilities have 

now been allocated to Class H.  Thus, the cost of these 12 kV and 2 kV facilities has 

been added to Class H's supposed cost of service, even though these 12 kV and 2 kV 

facilities do not serve Class H.  This is completely contrary to the fundamental 

concept of cost of service ratemaking, that every class of users shall pay the costs 

and only the costs of the facilities that serve it.  This allocation of 12 kV and 2 kV 

distribution facilities to Class H is wrong.    

 

Let us look now at what caused this factually and theoretically wrong allocation of 

costs to Class H.  What happened is this:  The entire $6000 in distribution costs that 

represent the entire distribution system was, as DOE witness Dr. Dale Swan put it, 

dumped into just one single “bucket” of costs.  That single bucket of costs included: 

 

  2 kV delivery level plant facilities valued at $3,000, and 

12 kV delivery level plant facilities valued at $2,000. 
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Then, that single $6000 bucket of costs was allocated to Class H simply on the basis 

of Class H's NCP, without regard for the fact that, because Class H takes at a voltage 

level of 34.5 kV, Class H does not use any of the 2 kV or the 12 kV distribution 

facilities.   Thus, Class H has now been allocated some of the 2 kV facility costs that 

should be allocated exclusively to Class S.  And Class H has also now been allocated 

some of the 12 kV costs that should be allocated only between Classes S and P.   

 

Something dramatic has also happened to Class P.  Its allocation jumped from 

$1040 to $1800.  The single $6000 bucket of costs included $3000 in 2 kV delivery 

level plant facilities.  That single $6000 bucket of costs got allocated to Class P 

simply on the basis of Class P's NCP, without regard for the fact that, because Class 

P takes at a voltage level of 12 kV, Class P does not use any of the 2 kV distribution 

facilities.   Now, Class P has been allocated some of the 2 kV facility costs that 

should be allocated exclusively to class S.    

 

Class S's allocation of actual costs was $4700.  It has now dropped to just $3000.  

What happened was this:  When the voltage levels at which Classes H and P take 

service were ignored: 

 

(1) both Class H and Class P got allocated a portion of the 2 kV distribution costs, 

even though neither of those classes uses any of those 2 kV distribution facilities; 

 

(2) Class H got allocated a portion of the 12 kV facilities, even though it does not use 

any of the 12 kV facilities. 

 

These costs were removed from Class S's allocation.    

 

The result is inevitable:  This pivotal flaw in the cost of service methodology causes 

Class H to subsidize Class S by $1,000 and causes Class P to subsidize Class S by 

$760.  This comes to a total subsidy to Class S of $1,760, or 37 % of the $4,760 actual 

cost of serving Class S. 

 

 

d.  a further illustrative example - the resultant rates  Given the costs discussed 

above, we can develop monthly Distribution Facility Charge rates for each class of 

our three classes.  To do that, we must first estimate the billing demands for each 

class.  We do that on the basis of the ratios of NCP's to CP's, and CP's to Billing 

demands, that are adopted in the Company’s cost of service study and rate design in 

this proceeding.  Essentially, we used those relationships for the class of Small Load 

customers for the 2 kV class (S), for Medium and Large Load classes for the 12 kV 

class (P); and the Extra Large Class for the 34.5 kV class (H).  The estimated annual 

billing demands are: 

 



 10 

 Class S  1,350 kW                                                                                           

 Class P     700 kW                                                                                        

 Class H     450 kW  

Using these estimated billing demands, we can calculate the monthly per kW  

Distribution Facilities Charge that would be based on the actual costs incurred by 

each class, and on the basis of the cost allocated to each class without regard to 

voltage delivery levels at which that class takes service.  These resultant rates are 

shown in the following table.   

 

TABLE 3  

Development of two sets of rate per kW 

one rate is based on actual cost and the other is based on allocated cost 

Class 

Billing 

Demands 

Actual Cost - 

from Table 1 

Allocated Cost  - from Table 2  

 costs calculated w/out regard 

to voltage level at 

which the class takes service  

Total Rate Total Rate 

S 1,350 $4,760 $3.53 $3,000 $2.22 

P   700 $1,040 $1.49 $1,800 $2.57 

H   450 $   200 $0.44 $1,200 $2.67 

 

These resultant rates demonstrate that, when rates are based on actual costs, the 

highest charge is for Class S, the next highest is for Class P, and the lowest is for 

class H.  That is in line with experience, because Class S uses the entire delivery 

system, Class P uses all of it except the 2 kV system, and Class H uses only the 34.5 

kV system.   

Now, all the delivery system costs are lumped together into one bucket, and that 

total bucket of distribution costs is allocated among the three classes without regard 

to the individual voltage level at which each of the classes takes service.  The two 

right hand columns of this table show how this turns the logical relationship among 

the classes on its head.  The highest charge is for Class H customers, the next highest 

is for class P customers, and the lowest is for Class S customers.   

This is not an apocryphal example.  This is the character of the results that ComEd 

obtained from basing its recommended rates on its cost of service study.  That is 

because the ComEd  study contains exactly the same pivotal flaw as does the study 

in the example discussed above.  (please see discussions of Dr. Dale Swan at DOE 

Exh. 1.0, p. 16 et seq, and DOE Exh. 2.0, p. 11 et seq)  That pivotal flaw is, once 
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again, failure to disaggregate distribution costs on the basis of the different voltage 

levels at which the different customer classes take service.    

 

e.  The pivotal flaw also affects classes that take at 69kV or higher  

All of the costs discussed above are distribution costs of facilities that serve at no 

higher than 34.5 kV.  It would seem entirely wrong to charge any of those dollars to 

customers who take service at voltage levels of 69 kV or higher, because customers 

who take at 69 kV or higher do not benefit from any distribution facility that serves at 

less than 69 kV.  The ComEd  methodology nevertheless allocates a significant portion 

of those costs of low level distribution to each and every one of  the High Voltage 

classes/customers.  It does so as follows: 

 

(i) It begins with examining the 28 customers in both of the High Voltage classes who 

take service at levels of 69 kV or higher but who also have separate loads that are 

served at voltage levels that are lower than 69 kV; 

 

(ii) It then calculates the total of all those lower-than-69 kV loads of all of those High 

Voltage customers; 

 

(iii) It then includes that total of these lower-than-69 kV loads of High Voltage 

customers in the allocation of the entire primary distribution system and most of the 

secondary distribution system.  This works as follows:  Take the calculation under 

which of each class's portion of distribution is determined, as set out above.  Now add 

the lower-than-69 kV loads of High Voltage customers to that calculation.  Let us call 

those customers Class E, and assume that their less-than-69 kV loads together form 

an NCP of 40 mW.  We then recalculate the Classes' proportions accordingly:  

 

 

 

TABLE 4 

 

Costs Allocated Without Disaggregation on the Basis of the 

Different Voltage Delivery Levels at Which Customer Classes Take Service - 

 

RECALCULATED TO INCLUDE CLASS E 

CLASS NCP % 
Total System 

Distribution Allocated to Class 
  
S 

 
100       41% 

 
   $6,000 

 
 $2,460 to Class S 

 
P 

 
  60        25% 

 
   $6,000 

 
 $1,500 to Class P 

 
H 

 
  40       17% 

 
   $6,000 

 
 $1,020 to Class H 

E 69 kV or more 
 
  40       17% 

 
  $6,000 

 
 $1,020 to Class E 

 
Total 

 
240     100% 

 
   $6,000 

 
 $6,000 
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By this methodology, a significant portion of all of the $6000 of the lower voltage 

distribution facilities in all four of the distribution facilities categories is allocated to 

the E class, even though none at all of those distribution facilities ever serves any of 

the E class's loads.   

 

f. The pivotal flaw also creates an intra-class subsidy                                                                         

The lion's share of the loads of customers' which are in the Company's two High 

Voltage classes are served at 69 kV or greater.  But some of those High Voltage 

customers also have loads that are served at less than 69 kV.  Under the Company's 

methodology, the costs of the lower voltage distribution facilities that serve these loads 

are allocated to both of the High Voltage classes.  These costs are then packed into the 

charges that all of the customers in those High Voltage classes pay.  This means that 

High Voltage customers who do not have additional loads at less than 69 kV pay the 

same charge per unit as High Voltage customers who do have additional loads at less 

than 69 kV.  This creates a subsidy from the former to the latter.  (see DOE Exh. 1.0, 

p.20 et seq.)  Company witness Alongi, who testified in support of the cost of service 

study, admitted under cross examination that this intra-class subsidy exists and that it 

is caused by the study's failure to include the distinction between standard voltage 

and high voltage customers. (T-2019)    

 

g. The pivotal flaw also fatally affects residential rates                                                                 

The methodology also causes an improper shift of cost responsibility from the 

residential classes that use the secondary system to non-residential classes that do not 

use the secondary system.  This is addressed in the testimony of the IIEC.  (IIEC Exh. 

3.0, p. 12 et seq.)  

 

h. conclusion    The cost of service study fails to disaggregate costs by customer 

voltage levels.  This causes very significant numbers of dollars of  distribution 

facilities to flow to customer classes that do not "cause" or benefit from them.  

Company witness Heintz, who actually prepared the study, admitted on cross-

examination that it is “inevitable” that a cost of service study that does not distinguish 

between primary and secondary voltage customers will produce rates that impose 

costs of the secondary system on large customers who do not use that secondary 

system at all. (T-2023)     

 

This flaw in the cost of service methodology is overarching.  It causes the Company's 

recommended rates and rate increases to be illogical and disunified.  Both the 

methodology and the resultant rates and rate increases are in fundamental 

disharmony with the basic premises that costs shall be allocated to those who “cause” 

them, and that rates shall be based on costs thus allocated.   This study cannot be the 

basis for cost-based rates. 

    

5. Customer-Specific Cost of Service Study Recommendations 

a.  The Commission Should Direct ComEd to Correct the Cost of Service Study  
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The Commission should direct the Company to correct its cost of study in its next 

distribution rate filing.  The corrected cost of service study should, as DOE witness 

Dr. Swan recommended, break down the distribution system below 69 kV into two 

and possibly three voltage delivery levels: (1) at or above 12.5 kV but below 69 kV; 

(2) between 2300 volts (2.3 kV) and 12.5 kV; (3) below 2300 volts  (DOE Exh. 1.0, 

p. 26)   At he very least, the study should break down the system into: (1) the 

secondary system, and (2) everything above secondary but below 69 kV.  ((DOE 

Exh. 1.0, p. 26; DOE Exh. 2.0, p.12); 

 

D. Rate Impact Analysis   The rebuttal testimony of CE witnesses Alongi and Jones 

provides the Company’s proposed rates.  Those rates  are based directly on the cost of 

service study.  (CE Exh. 32.0, Table R3, p. 8)  The proposed charges and increases for 

the four largest customer classes are as follows: 

 

 

 

 

 

TABLE 5 

 

Distribution Facilities Charges 

Delivery Class 

Current 

Charges 

Proposed Charges 

Based on 

Cost of Service Study 

Proposed 

Percentage 

Increase 

Extra Large Load $2.46/kW                 $5.95/kW    141.9% 

High Voltage (over 10 MW) $1.09/kW                 $2.11/kW      93.6% 

High Voltage (Other) $2.22/kW                 $4.97/kW    123.9% 

Railroad $2.46/kW                 $5.52/kW    124.4% 

 
Because the Distribution Facilities Charges comprise most of the distribution 

revenues that are collected from these large customers, the percentage changes in 

DFC revenues essentially represent the proposed changes in the total revenue for 

these classes.   The Department respectfully submits that the levels of these 

increases constitute rate shock.    

 

 

E. Interclass Allocation Issues 

1. Across the Board                                                                                                               

Because the Company’s cost of service study is unacceptable, and in the absence of 

any other complete and acceptable study, the Commission should direct the 

Company to distribute any jurisdictional revenue increase which it allows among 

the ratepayer classes on an equal percentage across-the-board basis.  Staff (Staff 

Exh. 18, p. 20) and IIEC (IIEC Exh. 1.0, p.16), among others, join DOE in 

recommending this across-the-board treatment. 
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2. Other Rate Moderation/Mitigation Proposals 

Mitigation Proposals    The Company proposes to cap the proposed increases at 

50%, to provide some relief to the largest non-residential customer classes who 

would receive the enormous percentage rate increases shown above. (Com Ed Exh. 

11.1, p.6; Com Ed Exh.. 32, p. 9)  Even with this, the increases would still be 71% 

for the extra large load class, 47% for the high voltage class above 10 mW, and 

62% for the class of high voltage customers with less than 10 mW and the railroad 

class. (CE Exh. 32.0, p. 10, Table R3A)   DOE respectfully summits that these 

increases would still constitute rate shock.   

 

Moreover, the Company has made it clear that it does not intend to stop at these 

50 percent increases.  It clearly states that it will seek additional very large 

additional increases in these rates in its next proceeding. (T-1112)  

 

Given the situation, DOE witness Dr. Swan proposes that, if the Commission 

accepts the cost of service study, it order: 

(1) 1/3 movement toward the unit costs that are implied by the cost of service, 

together    

      with; 

(2) an adjustment for the two High Voltage classes to separate out the costs 

associated   

      with serving the standard voltage loads of these customers.  (DOE Exh. 2.0, 

p. 27)  

 

The Department believes that, if the Commission accepts the cost of service study 

and order a concomitant mitigation adjustment, Dr. Swan’s proposal is best. 

 

But the Department respectfully suggests adoption of the cost of service study 

together with a mitigation adjustment would be unacceptable simply as a matter 

of ratemaking policy.  For the Commission to follow such a course it must: 

 

(1) accept a non-cost based cost of service study;                                                                            

(2) adopt non-cost-based rates and non-cost-based rate increases;                                           

(3) adjust the non-cost based rates and non-cost-based rate increases by the non-cost 

based device of multiplying by .5.                                                                                                                                                                                                         

 

This cannot move rates toward cost of service.  For, in fact, no one presently knows 

what the Company’s cost of service really is.                                                                                                             

 

 

IX. Rate Design 

O.  Rate Design Issues 

2.c. Primary and Secondary Billing Proposal 

Some customers who take service at  69 kV or higher also have separately-serviced 

loads that take at standard voltages.  The Company bills such “combined” loads in 
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their  entirety at high voltage rates.  Of course, these high voltages rates are lower 

than the rates at which these customers' separate lower-voltage loads would 

otherwise be billed.   

 

DOE (DOE Exh. 1.0, p. 20; DOE Exh. 2.0, p.17; )  pointed out that this creates a 

subsidy from high voltage customers who do not have such separate standard 

voltage loads to high voltage customers who do have such  voltage loads.   

 

When DOE raised this matter in Doc. No. 05-0597, the Commission concluded that 

DOE was correct.  It directed the Company to separate out these customers' 

standard voltage loads, and it mandated that the Company bill these standard 

voltage loads separately.  (Order, July 26, 2006, p.44)  That directive was 

temporarily suspended in the 05-0597 order on rehearing for the purpose of 

simplicity, in order to enable the Company to get its new rates into effect quickly. 

(Order on Rehearing, Dec. 20, 2006, p.66)  The Company has in the two years 

since that order not carried out that directive.  Because the Commission 

suspended that directive only temporarily and only for purposes of simplicity, it 

should now direct the Company to carry out that directive forthwith.   It should 

require the Company to bill each such separate standard voltage load under 

whatever rate schedule that load would fall under if it were not attributable to a 

customer that also takes at high voltage. (DOE Exh. 1.0, pp.25,26; DOE Exh. 2.0, 

p. 17 et seq)   The Company's only reason for not making this small change is 

administrative convenience.  There are only 28 High Voltage customers that this 

change would affect.  The Company already does similar separate billing of 

separate loads.  One example is the application of ZSS7 credits to part of the 

Fermi National Accelerator Laboratory's load.    

 

 

P. Existing Riders 

1. Rider ACT    The Company initially proposed to terminate the payment of 

Rider ACT credits to all of the customers that have received those credits for 30 

years, and to offer a voluntary termination credit for other customers that own 

their own transformers but have received those credits for less that 30 years.  Dr. 

Swan demonstrated that the proposed  mandatory termination was unreasonable 

and inequitable, and that it violated the understanding that these customers have 

had with ComEd since the time that these customers initially purchased and 

installed these transformers.  He further demonstrated that customer-owned 

transformers benefit the Company.  Dr. Swan also testified that the proposal for 

voluntary termination was acceptable.   

 

 On rebuttal ComEd modified its proposal, by eliminating its mandatory 

character but retaining its voluntary aspect, and closing the rider to new 

customers.  DOE endorses this proposal as modified.  (DOE Exh. 2.0, p.10, and see 

discussion at DOE Exh. 1.0, p. 29  et seq))   
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(H) RECOMMENDATIONS 

The Department respectfully recommends that the Commission: 

 

(1) cost of service study 

(a) reject the cost of service study for the reasons discussed above; 

 

(b) direct the Company to adjust its book to break down its distribution system as 

per Sec. 5., p. 12, supra;   

 

© direct the Company to correct its cost of study in its next distribution rate filing.  

Specifically, the Commission should direct the Company to break down 

distribution costs into primary and secondary voltage service, in addition to the 

extant High Voltage service;   

  

(2) allocation of rate increase  

distribute any jurisdictional revenue increase that it may allow among the 

ratepayer classes on an equal percentage across-the-board basis.   

  

(3) development of rate increase if cost of service study is accepted 

if it decides to set rates on the basis of  the cost of service, order that: 

 

(a) require the Company to adjust the study for use in this proceeding as 

recommended by Dr. Swan at DOE Exh. 1.0, p. 22 et seq); 

 

(b) require the Company to provide relief from rate shock to the largest non-

residential classes.  To achieve this, the Commission should adopt Dr. Swan's 

proposal to move one-third of the way toward rates that are based on the 

Company's cost of service study unit costs.  In the alternative, the Commission 

should direct ComEd to set rates for these classes based on movement half way 

toward the unit costs in the cost of service study. (DOE Exh. 2.0, p.27);  

 

 

 

(4) billing 

regarding customers who take service at voltage levels of 69 kV or greater and 

who also have loads separate loads that they take at voltage levels that are less 

than 69 kV, require the Company to bill each such separate standard voltage load 

at the appropriate rate from whatever rate schedule that load would fall under if 

it were not attributable to a customer that also takes at high voltage; 

 

(5) riders 

(a) adopt the Company's revised Rider ACT proposal, which contains only 

voluntary termination of the transmission ownership credits and closes the Rider 

to new customers;   
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 (b) if it decides that Rider SEA should be implemented, adopt the Company's 

hybrid rate design for that rider. 
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