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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

COMMONWEALTH EDISON COMPANY )
) DOCKET NO. 07-0566

Proposed General Increase in Electric Rates )

METRA S INITIAL POST-HEARING BRIEF

I. INTRODUCTION/STATEMENT OF THE CASE1

The Northeast Illinois Regional Commuter Railroad Corporation, d/b/a Metra ( Metra ),

is one of two members of the Railroad Delivery Services Class ( Railroad Class ).  The other

member of the Railroad Class is the Chicago Transit Authority ( CTA ).

As discussed below, Metra believes that Commonwealth Edison Company s ( ComEd )

rate setting philosophy, as applied to the Railroad Class, fails to comport with the directives

contained in the Illinois Commerce Commission s (the Commission ) final order in the last

delivery services rate case.  ComEd gave no weight in this case to the public interest

considerations the Commission said should be taken into account in setting the Railroad Class

rates.  Furthermore, the cost of service study upon which ComEd has exclusively relied in setting

its rates is fatally flawed.  It generated inflated costs of service for the Railroad Class, and

unreasonably high proposed rates.  For these reasons, Metra believes that the Railroad Class rates

should be based on the average rate increase for all ComEd customer classes.  Moreover, given

that there are only two members of the Railroad Class, Metra believes that ComEd should be

directed to perform a specific cost identification study with the assistance of the Railroad Class

two members to be used in future ComEd cost of service studies for the Railroad Class.

1  This brief is organized in accordance with the Common Brief Outline approved by the
Administrative Law Judges.  As Metra is not addressing all issues in the Common Brief Outline,
there are gaps in the section or subsection headings in this brief.
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A. Overview Of Metra s Operations

Metra is a unit of local government and municipal corporation that is one of the three

operating divisions of the Regional Transportation Authority ( RTA ).  See 70 ILCS

3615/2.20(a)(xii).  The CTA and the Suburban Bus Division (sometimes known as PACE) are

the other two operating divisions of the RTA.  [J. Mitchell Direct, Metra Ex. 1.0 at 1:20-25.]2

Metra provides, directly through the Northeast Illinois Regional Commuter Railroad

Corporation or through purchase of service agreements with other railroads, intercity train

service over a 475 mile system that serves 230 stations in the Counties of Cook, DuPage, Lake,

Will, McHenry and Kane.  Metra operates the second largest commuter rail system in the

country.  Metra provides commuter service for 83 million annual passenger trips.  [Id. at 1:27 to

2:4.]

While Metra is operated as a unified whole, its train operations are powered by two

distinct forms of power.  Metra operates an electric train district which runs from downtown

Chicago to the south suburbs.  The electric train district is powered exclusively by electricity,

which is sometimes referred to as traction power.  The majority of Metra s system is not

electrified, and uses diesel engines to power the trains.  [Id. at 2:5-10.]

The electricity that ComEd delivers to Metra for operation of Metra s electric train

district is billed to Metra as a member of the Railroad Class.  All other electricity delivered by

ComEd to Metra is billed pursuant to ComEd s applicable rates for retail customers.  Metra has

historically purchased and had delivered to its electric train district approximately 100 million

kilowatt hours of power annually.  [Id. at 2:11-18.]

2  Citations to testimony, whether prefiled or offered at the hearing, are cited by the page
followed by citations to the lines on the page, with a colon in between: (Page):(Line)-(Line).
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B. ComEd s Rate Setting Methodology For The Railroad Class Does Not Comply With
The Commission s Order In The Most Recent ComEd Delivery Services Rate Case.

In the last ComEd delivery services rate case, the Commission was openly critical of the

treatment afforded the Railroad Class by ComEd.  [See ICC Dkt. No. 05-0597, July 26, 2006

Final Order at 188-190.]  Both Metra and CTA have contracts with ComEd that govern the

parties  overall relationship with ComEd, including but not limited to the delivery of electricity.

[See Metra Ex. 1.01; CTA Ex. 1.01 and 1.02.]  In the final order entered in the last case, the

Commission suggested that it would have expected ComEd to sit down with the Railroad Class

members to negotiate a new contract rather than simply filing proposed new tariffs that would

have dramatically altered the parties  existing contractual relationships.  [See ICC Dkt No. 05-

0597, July 26, 2006 Final Order at 188.]  The Commission s final order in the last rate case also

found that strictly cost-based rates were not appropriate for the Railroad Class, and that other

public interest considerations should be taken into account in setting the rates for the Railroad

Class.  [Id. at 189-190.]  The Commission specifically cited public interest considerations that

should be taken into account setting the Railroad Class  rates, which included mass transit

benefits for millions of riders, efficient use of energy, conservation of scarce resources and

avoiding rate shock.  [Id.]

The ink was barely dry on the Commission s December 2006 rehearing order in the last

rate case when ComEd announced that it would be filing a new rate case in the second quarter of

2007.  [P. Crumrine, Tr. at 1136:2-6.]  ComEd waited until after the Illinois General Assembly

adjourned before filing this case.  [Id. at 1131:8-12.]  The rates that ComEd proposed for the

Railroad Class were purportedly based exclusively upon the cost of service for the Railroad

Class developed in ComEd s embedded cost of service study.  [Id. at 1136:7 to 1137:6.]
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The rates that ComEd initially proposed for the Railroad Class would have involved a

121.1 percent increase in the Railroad Class  overall delivery services charges.  [P. Crumrine

Direct, ComEd Ex. 11.0 at 10, Table 2.]  ComEd s cost of service study pegged the cost to serve

Metra and the CTA at a cost per kilowatt hour that was higher than all other non-residential

classes with the exception of the Watt-Hour and Small Load Classes.  [Id.]  The initial proposed

rates would have more than doubled the Railroad Class  electric delivery service costs, and

would have cost the Railroad Class an additional $4.2 million annually.  The CTA s costs would

have increased by roughly $3.2 million, and Metra s costs would have increased by roughly $1

million.  [Anosike Direct, CTA Ex. 1.0 at 3:61 to 4:63; Mitchell Direct, Metra Ex. 1.0, 5:28 to

6:8; Metra Ex. 1.04.]

ComEd subsequently submitted a so-called mitigation proposal  under which the

increase in the distribution facility charge to the Railroad Class and two other classes would be

reduced by 50 percent.  [Alonji/Jones Rebuttal, ComEd Ex. 32.0 at 9:137-151.]  That means that

the increase in the Railroad Class  distribution facility charge rate, which accounts for the larger

part of the Railroad Class  delivery costs, would be reduced from 124.4 percent to only  62.2

percent.  [Id.]  The mitigation proposal  was made with the intent of moving the Railroad Class

in the next rate case to exclusively cost-based rates.  [Id.]  Metra understandably rejected

ComEd s so-called mitigation proposal  because, among others, it questions the accuracy of

ComEd s calculation of the cost to serve the Railroad Class.  [Mitchell Rebuttal, Metra ex. 4.0 at

7:10 to 8:7.]

ComEd s rate policy witnesses admitted that there had been no change in the public

interest considerations that the Commission indicated should be taken into account in the last rate

case.  [P. Crumrine, Tr. at 1138:2-9.]  ComEd s suggestion that the public interest considerations
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identified by the Commission in the last rate case should be ignored in this case should be

rejected.  As the Commission stated most directly in the recent North Shore Gas Company final

order, unless there are clear and distinguishable reasons for deciding a case differently, the

Commission will follow in line with precedent.  To do otherwise risks a charge of arbitrary and

capricious action.   [ICC Dkt. 07-0241 and 07-0242 (consolidated), Feb. 5, 2008 Final Order at

16.]

Given the dramatic recent increase in gasoline prices, coupled with the budget pressures

of increased food and other everyday commodity costs, the public interest in ensuring reasonably

priced public transportation is no less applicable today than it was less than two years ago, when

the Commission issued its order in the last ComEd delivery services rate case.

C. Summary Of Meta s Position

As discussed more extensively below in the discussion of ComEd s embedded cost of

service study issues, ComEd s cost of service study fails to distinguish between costs associated

with the primary voltage system and the secondary voltage system.  [See, e.g., D. Stowe Direct,

IIEC Ex. 3.0 at 12:201 to 22:364.]  As a result, ComEd s cost of service study allocates the cost

of the primary and secondary distribution among all of ComEd customers who take electricity at

voltages less than 69KV.  [Id.]  ComEd does not utilize any part of the secondary voltage system

to serve the Railroad Class, but its Railroad Class rates are based on the assumption that the

Railroad Class is responsible for significant costs of the secondary voltage system.  [Id.]   As a

result, ComEd s cost of service has a fatal flaw because it generates significantly inflated rates

that are not based on the Railroad Class  true cost of service.  [See, e.g., id. at 22:357-64.]

In addition, the ComEd embedded cost of service study is flawed because it fails to

utilize the minimum distribution system approach to allocate those costs that are not demand
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related, but are incurred directly in proportion to the number of customers served.  ComEd s

President testified that one of the three principal reasons that ComEd is asking for a rate increase

now is due to expansion of the ComEd system to serve additional customers.  Those increased

costs caused by growth in the customers served should not be allocated based upon demand, as

ComEd s embedded cost of service study does.

Witnesses who testified at the hearing uniformly acknowledged that, absent a valid cost

of service study, the only reasonable way to set rates is to utilize an across the board average

increase for all rate classes.  [See, e.g., L. Alonji, Tr. at 2091:11 to 2092:7; S. Rubin, Tr. at

906:15-21.]  It is Metra s position that ComEd s cost of service study does not reliably or

accurately calculate the cost of service for the Railroad Class, and therefore, does not provide a

valid basis for the establishment of Railroad Class rates.  That fact, coupled with the public

interest considerations previously recognized by the Commission, requires that the Railroad

Class rates be based on the average increase in ComEd rates to all other rate classes.  Metra also

believes that future Railroad Class rates either should be established based on a specific cost

identification study or on a study that separates the cost of primary and secondary voltage usage

and utilizes the minimum distribution system analysis addressed in Mr. Stowe s testimony.

Metra also is opposed to adoption or implementation of Riders SMP and SEA.  Rider

SMP would require Metra to pay for system costs for which it receives no benefit, and both

riders would involve additional hearings which, given ComEd s stated intent to initiate more

frequent rate cases, simply are unnecessary and contrary to the public interests.
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II. NEW RIDERS

A. Overview

Metra is opposed to the adoption of either Rider SMP or Rider SEA.  While Metra has

specific substantive objections to Riders SMP and SEA, it is firmly opposed to either rider

because it does not believe that it is necessary or appropriate for ComEd to accelerate recovery

of its investments and expenses through mini-rate and reconciliation hearings that would take

place between and during ComEd delivery services rate cases.

The only party for whom these hearings would not impose significant costs is ComEd,

whose reasonable legal costs are recoverable through inclusion in the rate base.  For other

parties, such as Metra, there are finite resources available to participate in regulatory cases, and

the multiplicity of hearings may well preclude full participation by interested parties.

B. Rider SMP

Rider SMP is promoted by ComEd as a rider that is designed to obtain advanced approval

for system management improvements for projects that might otherwise not be funded.  [See,

e.g., P. Crumrine Direct, ComEd Ex. 11.0 at 17:334-37.]  Metra is opposed to Rider SMP on

multiple grounds.

Given the testimony of Barry Mitchell, ComEd s President and Chief Operating Officer,

it is obvious that ComEd has evaluated and is in the process of implementing a number of system

wide efficiency improvement projects that have survived the rigorous cost-benefit scrutiny and

review involved in ComEd s annual budget review process.  [B. Mitchell, Tr. at 63:11 to 71:16.]

The millions of dollars of investments have included SCADA investment, serial spacer cables,

smart switches, dialectic injection and fuse less capacitor banks, all of which were made by
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ComEd without receiving prior Commission approval because those were prudent and necessary

investments.  [Id. at 71:6-19.]  Mr. Mitchell conceded at the hearing that with the possible

exception of the advanced metering infrastructure project, if Rider SMP is not approved, all of

the projects that ComEd originally proposed for inclusion as part of rider SMP would be

evaluated on a case-by-case basis as part of ComEd s normal budget review process.  [Id. at

72:12 to 73:12.]

Mr. Mitchell s testimony at the hearing simply supports and is consistent with the

prefiled testimony submitted by Metra s and the CTA s joint witness, James Bachman:

Rider SMP proposes to recover costs of programs that are
traditional operating expense items, or investments that would be
included in rate base in the next rate case after the investment is
made.  These type of expenses are not of a type that are historically
recovered through the use of a rider.

[J. Bachman Supplemental Direct, Metra/CTA Joint Ex. 2.0 at 3:3-6.]  Mr. Bachman, however,

pointed out one critical difference:

Rider SMP would essentially allow the utility to engage in these
programs without regard to how they impact (either positively or
negatively) either its own revenue levels or the rate levels of its
customers.  Rider SMP would allow the Company to engage in
discretionary spending regardless of its overall financial health, be
it good or bad.

[Id. at 3:6-9.]

Another problem with Rider SMP is the broad definition and scope of projects that can be

included under the rider.  The rider would authorize funding for:

. . . any project, for which there are capital investments (a) that the
Company classifies as pertaining to the improvement of the
Company s distribution system for the purposes of enhancing
service provided by the Company to its retail customers; and (b)
for which the Company requests recovery to begin through this
rider. . . SMPs may include, but are not limited to, projects with
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capital investments that (1) automate operation of the Company s
distribution system; (2) provide for hourly or more frequently
recording of retail customer consumption data; (3) provide
methods of daily or more frequent transmittal of retail customer
electric consumption information over a communications network
to a central location or repository; (4) enable retail customers to
participate in existing or newly designed electric demand response
programs or elect alternative electricity pricing options (5) provide
improved monitoring or performance of the Company s
distribution system; or (6) implement innovative or otherwise
novel approaches to providing electric service to retail customers
or increasing operational efficiency.

When questioned at the hearing about the breadth of the definition, ComEd s Director of

Regulatory Affairs and Services, Paul Crumrine, testified:

I mean, we understand that the definition by itself is relatively
broad and we understand that if it were just left at that and were
totally open to the company s discretion, we could understand why
people would have very serious concerns about what would go
through the rider; but the key feature is nothing goes through the
rider without the Commission preapproving it and we thing (sic)
that s what provides the adequate safeguard in - - I think the
broader definition leaves us all more flexibility in terms of what
should or should not go through the rider.

[P. Crumrine, Tr. at 1220:5-6.]  With all due respect, it makes absolutely no sense to suggest that

the Commission approve a rider with an extraordinarily broad and ill defined scope of what

projects can be funded under the rider, and then attempt to justify the broad scope on the theory

that the Commission will be able to divine and apply the intent and limited scope of the rider

even though it is not contained in the rider itself.

The third problem with Rider SMP is that the funding mechanism is not cost based.  Until

such time as ComEd elects to file a new rate case and the case is completed, the costs for Rider

SMP projects will be allocated to customers based on their respective percentage of the

distribution facilities charges for all ComEd customers.  [See, e.g., P. Crumrine, Tr. at 1179:13-
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16.]  Because it is a large customer, Metra would be required to pay for a significant amount of

the Rider SMP costs.  However, as Mr. Bachman testified, the original projects proposed for

inclusion in Rider SMP would have little or no benefit to the Railroad Class.  [J. Bachman

Supplemental, Metra/CTA Joint Ex. 2.0 at 4:16 to 5:10.]  This was amply demonstrated at the

hearing during the cross-examination of ComEd s witness, Sally Claire, where Ms. Claire was

unable to identify a single benefit to the Railroad Class of the first phase of the automatic

metering infrastructure project, a project with a total projected cost in the neighborhood of $175

million.  [S. Claire, Tr. at 243:7 to 249:22.]  The bottom line is that Rider SMP will cost Metra a

lot of money without any currently identifiable benefits.

Metra is also opposed to Rider SMP because of the amount of time and resources that an

interested party would have to devote to monitor or participate in Rider SMP proceedings.

According to ComEd s Mr. Crumrine, the Rider SMP process that ComEd contemplates is that

every other year there will be a six-month long Rider SMP workshop, followed by a six-month

long evidentiary procedure before the Commission to evaluate ComEd s proposed Rider SMP

project.  That process, according to Mr. Crumrine, could include three sets of prefiled testimony,

discovery, a hearing, post hearing briefs, a proposed order, objections to the proposed order, and

a final order.  Thereafter, there will be a reconciliation hearing, which could be quite extended.

[P. Crumrine Tr. at 1070:18 to 1075:11.]  Mr. Crumrine concedes that it is possible an interested

intervenor party could find itself litigating a proposed ComEd general rate increase, an SMP

project filing case and an SMP reconciliation reasonable cost proceeding all at the same time.

[Id. at 1078:6-14.]  That is an unreasonable burden for every party other than ComEd.

Metra s final objections to rider SMP simply illustrate how ill conceived Rider SMP is.

Terrence Donnelly, one of ComEd s key witness advocates for Rider SMP, testified:
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The financial benefits-in my knowledge of the SMP projects, the
financial benefits do not exceed the costs.

[T. Donnelly, Tr. at 557:22 to 558:2.]  If the projects are not cost justified, why would the utility

undertake them?  In a related vein, Mr. Crumrine testified that ComEd has no obligation to apply

the efficiency cost savings generated from SMP projects to reduce the cost of the projects

assessed under Rider SMP.  [P. Crumrine, Tr. at 1256:8-18.]

In sum, Metra is opposed to Rider SMP because:

· It covers operating costs which normally are not the subject of riders.

· The permissible projects are not required to generate more benefits than
costs and approval is unrelated to the current rates or ComEd s current
financial condition.

· There is no meaningful limit included in the rider to define the scope of
projects eligible for funding through Rider SMP.

· The costs of the rider are allocated based on a customer s distribution
facilities charge, with no relationship to whether a customer actually
benefits from the projects for which it is being required to pay.  Metra, for
example, would be required to make significant payments for projects
from which it appears unlikely to benefit.

· The Rider SMP will unnecessarily sap the time and resources of Metra and
other intervenors.

· The costs of Rider SMP appear to exceed the benefits, and ComEd is not
obligated to use cost savings generated by SMP projects to reduce the cost
of those projects.

Rider SMP is a bad idea that should not be permitted to proceed forward.

C. Rider SEA

As noted in the opening discussion of this section, Rider SEA is objectionable for the

same procedural reasons as Rider SMP.  In addition, there has been no meaningful proof by

ComEd of the need for Rider SEA.  There is no evidence that storm expenses are hindering

ComEd s ability to borrow money or perform its obligations.  It is just a means for ComEd to get
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money in the door earlier, while also including in its storm repairs eligible under Rider SEA

some of the planned maintenance that ComEd had planned to undertake anyway.  [See P.

Crumrine, Tr. at 1237:16 to 1238:13.]

Absent some stronger proof of the need to separately address storm expenses, they should

be treated as a normal operating expense and addressed in a rate case like all other similar

expenses.  Rider SEA should not be approved.

III. COST OF SERVICE AND ALLOCATION ISSUES

A. Overview

When Metra and the Railroad Class  expert, James Bachman, first reviewed the proposed

new ComEd rates for Metra, something appeared to be fundamentally wrong with ComEd s

analysis.  Not only was the size of the proposed increase enormous, but on a relative basis, it

appeared that the proposed rates for the Railroad Class were higher than one would have

expected relative to the rates of other classes.  As ComEd s Retail Rate Manager, Lawrence

Alonji candidly testified, it costs more to serve customers at secondary voltages than customers

who take service at 12.5 kV, like Metra and the CTA.  [L. Alonji, Tr. at 2089:20 to 2090:5.]  Yet

ComEd s proposed average kV/hr charge to the Railroad Class was higher than every other non-

residential class other than the Watt-Hour and Small Load Classes.

While Metra and its expert suspected that there was something wrong with ComEd s

embedded cost of service study, Metra believed it did not have access to sufficient information or

time to take ComEd s embedded cost of service study apart or to do its own cost of service

study.  There also were some unique Railroad Class service issues that Mr. Bachman identified.

Mr. Bachman therefore suggested in his direct testimony that a specific cost identification study

be done for the Railroad Class, as he believed that was warranted and feasibly could be
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accomplished given that there were only two members of the class.  [Bachman Direct at 3:21 to

4:18.]

However, as a result of other intervenors  testimony, it has become clear that there is at

least two significant flaws in ComEd s cost of service study.  The first flaw is that ComEd s

embedded cost of service study fails to distinguish between the costs of the primary and

secondary voltage systems, and it allocates costs of the secondary voltage system to customers

who do not use that system.  [See, e.g., D. Stowe Direct, IIEC Ex. 3.0 at 12:199 to 27:439; D.

Swan Direct Testimony at 16:344 to 25:564; and R. Baudino, Tr. at 1630:2-9. Cf. D. Goins

Direct Testimony, Nucor Ex. 1.0 at 4:82-90 (criticizing ComEd s ECOSS for assigning cost

responsibility to high voltage customers for secondary distribution lines not used by those

customers).]  ComEd s own key witnesses admit that its embedded cost of service study would

be more accurate if ComEd segregated and properly assigned the costs of the primary and

secondary distribution systems.  [A. Heintz, Tr. at 2019:3-12; L. Alonji, Tr. at 2175:1-10.]

Based on the analysis performed by Mr. Stowe, it appears that the Railroad Class rates

are higher than they should be because the Railroad Class is assigned cost responsibility for the

secondary system that neither Railroad Class member uses.  [D. Stowe Direct, IIEC Ex. 3.0 at

12:199 to 27:439.]  For example, when the Railroad Class  return on rate base is adjusted to

eliminate the costs of the secondary system that Metra and the CTA do not use, their return on

rate base moves from a negative number to a positive return on rate base.  [Cf. id., Table 1 of 10

with Table 7 at 25.]

As Mr. Stowe eloquently and succinctly explained:

Without the ability to identify the costs associated with its primary
and secondary distribution systems, there is no way the Company
can model its COSS to adhere to cost-causation principles.
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[Id. at 13:231-33.]

The second significant flaw is that ComEd s embedded cost of service allocates costs

solely on the basis of demand, when in fact, a substantial amount of ComEd s costs vary not

based on demand, but rather are incurred as a result of the number of customers served.  Given

that ComEd s costs, by its own admission, are increasing due to expansion of its system to serve

new customers, the failure to incorporate a minimum distribution system means that ComEd s

cost of service study will not generate reliable results for rate making purposes.

For purposes of the present rate case, it is Metra s position that these fundamental flaws

in ComEd s embedded cost of service study requires that rates be set for all classes at the same

average percentage increase.

Furthermore, for purposes of the next rate case, it is Metra s position that ComEd should

be directed to perform a specific cost identification study for the Railroad Class for use in future

ComEd cost of service studies.  If the Commission is unwilling to direct that a specific cost

identification study for the Railroad Class be performed, then Metra believes that ComEd should

be directed to include a minimum distribution system analysis as part of its next cost of service

study.

B. Embedded Cost Of Service Study

1. Primary/Secondary Split

As noted above, Mr. Stowe and Dr. Swan both identified ComEd s failure in its cost of

service study to distinguish between the primary and secondary voltage system costs, and to

properly allocate the costs to the users of those voltages, as a fatal flaw that precludes use of

ComEd s study to establish cost based rates.  So did Mr. Baudino.  Astonishingly, ComEd did

not request the right to cross examine any of these witnesses, presumably because ComEd either
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did not want to draw further attention to their testimony or because it feared cross examination at

the hearing would elicit further damaging testimony.

Moreover, ComEd s key witnesses admitted at the hearing that ComEd s embedded cost

of service study would provide more accurate cost based rates if the study allocated the costs of

the primary and secondary voltage to the users of those voltages, rather than lumping the costs

together and allocating the combined costs to all customers who take service under 69kV.  [A.

Heintz, Tr. at 2019:3-12; L. Alonji, Tr. at 2175:1-10.]

The unrebutted testimony is that the common practice of utilities across the country is to

separate costs for the primary and secondary voltage users in their cost of service studies.  [D.

Stowe Rebuttal, IIEC Ex. 7.0 at 6:107-08.]  The other major electric utility in Illinois, Ameren,

does so for its three electricity delivery companies.  [Id. at 6:105-06.]  When questioned on this

point, ComEd s Retail Rate Manager could not identify a single investor owned electric utility

whose cost of service study used to set rates does not distinguish between the costs of the

primary and secondary voltage systems.  [L. Alonji, Tr. at 2173:11-19.]

Mr. Stowe did prepare an analysis of the impact of ComEd s failure to separate the costs

of the primary and secondary voltage usage.  He first used ComEd s documents to determine

how ComEd classifies the primary and secondary voltage levels.  The information garnered from

ComEd s records was summarized in the table below.
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[Stowe Direct, Ex. 3.0 at 13.]  Mr. Stowe then did an analysis, again of ComEd records, and was

able to determine for every class what percentage of the primary and secondary distribution

system that class used.  His analysis is reflected below.

[Id. at 21.]
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He then did an analysis of available ComEd records for distribution system purchases in

the last five years, made some judgment calls where necessary, and concluded that over $88

million in costs associated with the secondary voltage usage was improperly allocated to the

Railroad Class and other major commercial and industrial users who take the majority or all of

their service from the primary system.  [Id. at 9:152-54 and 26:421-23.]  To illustrate the impact

of this improper allocation, Mr. Stowe prepared two tables that summarized the calculated the

return on rate base for each under the original ComEd embedded cost of service study and the

return on the rate base for each class when the costs of the secondary voltage system are properly

assigned.  These comparative tables are set forth below.

[Id. at 10 and 25.]
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ComEd s response to Mr. Stowe s analysis was threefold.  First, it asserted that it does

not keep its books and records in a manner that would facilitate  separation of primary and

secondary distribution costs.  [Heintz Rebuttal, ComEd Ex. 33.0 at 3:60-64.]  Second, it

suggested that the cost to separate the primary and secondary voltage system costs was not

warranted because only a small part of ComEd s customers take electricity only from the

primary system.  [Id. at 3:64 to 4:68.]  Third, it briefly quibbles with the data and judgment calls

made by Dr. Stowe to suggest that his analysis was not reasonable.  [Id. at 4:71-77.]

The short answers to ComEd s responses are as follows.  First, the argument that ComEd

does not keep its records in a manner that would facilitate  the separation of primary and

secondary system costs, and that it would cost too much to do that analysis, has to fall on deaf

ears because ComEd s cost of service study expert testified he had no idea how much it would

cost to do the analysis and neither he nor anyone else at ComEd had made any effort to

determine what that cost would be.  [A. Heintz, Tr. at 2020:6-20.]  The argument that the costs of

such analysis outweigh the benefits, because only a small percentage of ComEd s customers use

only the primary distribution system, can most generously be described as frivolous.  Because an

embedded cost of service study is a zero sum game, while the flaw in ComEd s study most

severely impacts customers like the Railroad Class who only take primary service, it affects the

rates developed for every rate class.  Finally, while Mr. Heintz may have spent six lines in his

prepared testimony to quibble with Mr. Stowe s data and judgments, the plain fact is that Mr.

Stowe s analysis is the only analysis in the record, and it is reasonably credible.

When all the smoke clears, what the Commission is left with is uniform testimony that

the ComEd embedded cost of service study could be improved by separately allocating the

primary and secondary voltage distribution costs.  ComEd is opposed due to the cost of the
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necessary analysis, but it does not even have a ballpark idea, nor has it investigated, what those

costs would be.  All we know is that ComEd s record keeping methods would not facilitate  the

required analysis.  And last but not least, the only analysis in the record of the impact of

ComEd s failure to properly separate the costs is that ComEd has assigned over $88 million of

costs to customers who are not responsible for those costs.

Throughout this proceeding, ComEd has argued that the Railroad Class is receiving a

subsidy  and that the below cost rates that resulted from the last rate case justify an increase of

121 percent in the Railroad Class  overall rates, and a 124.4 percent increase in its distribution

facility charge rates.  [See p. Crumrine Direct, ComEd Ex. 11.0 at 6:128 to 7:142; P. Crumrine

Rebuttal, ComEd Ex. 30.0 at 46:1035 to 47:1048 and 49:1100 to 50:1123; and Alonji/Jones

Rebuttal, ComEd Ex. 32.0 at 9:137-142.]  The only analysis in the record attempting to properly

separate and allocate the costs of the primary and secondary voltage distribution systems

suggested that the Railroad Class in fact has been paying costs that exceeded its cost of service.

Whether Mr. Stowe s analysis is completely accurate or not cannot be known unless and

until ComEd performs a proper study.  What Mr. Stowe s analysis does do is provide the

Commission with a rough idea of the possible magnitude of the impact of the flaw in ComEd s

embedded cost of service study.

ComEd s embedded cost of service study does not reasonably accurately establish the

cost to serve ComEd s customers, and therefore, cannot be relied upon to establish cost based

rates.

3. Minimum Distribution System

The Commission indicated in the last ComEd delivery services rate case that the

Commission is willing to consider the merits of the MDS [minimum distribution system]
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approach in future rate proceedings.   [ICC Dkt. No. 05-0597, July 26, 2006 Final Order at 165.]

IIEC expert, David Stowe, makes a compelling case that ComEd s cost of service study is flawed

because it does not incorporate a minimum distribution system, or MDS, approach.  [D. Stowe

Direct, IIEC Ex. 3.0 at 27:440 to 51:927.]

Mr. Stowe identified ComEd s failure to incorporate an MDS approach to the analysis of

certain of ComEd s costs as a second major flaw in the ComEd embedded cost of service study.

As Mr. Stowe emphasized:

In its development of the COSS, the Company ignored that [sic]
fact that there are delivery service costs directly attributable to
electrical industry mandated safety and reliability requirements for
distribution facilities that do not vary with customer demand.
Accordingly, those costs should not be allocated on the same basis
as demand-related distribution system costs.

[Id. at 27:442-448.]  He explained that many of the components of both ComEd s primary and

secondary voltage systems, including poles, wires and conductors, are sized based upon safety

and reliability requirements of the National Electric Safety Code.  [See, e.g., id. at 32:546-550.]

As explained by Mr. Stowe, the size of these components and their cost are not necessarily

driven by demand, but rather by the number of customers requiring such components as part of

the minimum distribution system.  [See, e.g., id. at 30:505 to 32:559.]  ComEd, however, has

classified those costs as being solely demand related.  [See, e.g., id. at 39:703-707.]  Using

demand allocation factors to distribute costs that are not incurred to meet demand and do not

vary with demand, but instead are incurred in direct proportion to the number of customers, is a

blatant error that violates basic cost-causation principles.   [Id. at 40:710-713.]

Metra is aware that in the most recent cases the Commission has been reluctant to

approve use of a MDS approach.  However, when one reads the direct testimony filed in this
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case by ComEd s President and Chief Operating Officer, Barry Mitchell, it is clear that this is a

case that cries out for use of an MDS approach for part of ComEd s cost of service study.  When

ComEd s President was asked Why is ComEd requesting a rate increase now? , the first thing

he said was:

The fundamental reason is that we are not recovering the full costs
of providing distribution service to our customers, largely because
of our continuing capital investment in distribution infrastructure
and the increasing costs to operate the system.  Although the
Commission approved an increase in ComEd s rate base in late
2006, ComEd has invested $1.7 billion is system improvements as
described by George Williams, Michael McMahan, and Sally Clair
in their respective testimony (ComEd Exs. 4.0  6.0) that are not
reflected in ComEd s current rates.  These are investments that
were required to meet the growing and changing needs of our
customers.  As Mr. Williams explains in more detail in his
testimony, ComEd s service territory includes six of the 100
fastest-growing counties in the United States.  With a 62% growth
rate, Kendall County has the second highest growth rate in the
country, with Will following at 33%.  This growth and the
relocation of load to the collar  and far collar  counties, away
from ComEd s traditional main load centers (Chicago and
Rockford), have required ComEd to install and expand additional
distribution facilities, transform the nature of our networks from
rural to higher density, and expand our service in those areas.

[B. Mitchell Direct, ComEd Ex. 1.0 at 2:45 to 3:59.]  One paragraph later, Mr. Mitchell noted

that ComEd is not alone among utilities facing significant expansion costs:

ComEd is not alone in experiencing this high level of investment
in infrastructure.  EEI reports in is 2006 Financial Review that, in
2006, capital expenditures in the utility sector totaled a record $60
billion - - 25% above 2005 levels.  Spending on distribution
accounted for about 30% of the total.

[Id. at 3:67 to 4:70.]  That presumably is why a number of other states have required the use of

an MDS approach.  [D. Stowe Direct, IIEC Ex. 3.0 at 43:795-797.]
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Mr. Stowe admittedly did not have access to the information and documents necessary to

perform a full blown MDS study.  He did however, use the documents available to him and his

own considerable experience and judgment to project what the results the use of an MDS

approach might have on ComEd s customer cost allocations and revenue requirements.  Mr.

Stowe s analysis of the impact on the customer class return on rate base, using an MDS approach

and separating the costs of the primary and secondary voltage systems, is reflected below:

[Id. at 49.]  What Mr. Stowe s analysis reflects is that the Railroad Class, at current rates, is

generating more revenue for ComEd than the combined cost of service for the Railroad Class

plus ComEd s average rate of return.

Throughout this case, ComEd has repeated the mantra that ComEd was providing a

subsidy  to the Railroad Class and other large customers, such as the Extra Large Load Class
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(over 10 MW).  [E.g., P. Crumrine Direct, ComEd Ex. 11.0 at 6:128 to 7:142; P. Crumrine

Rebuttal, ComEd Ex. 30.0 at 46:1035 to 47:1048 and 49:1100 to 50:1123; and Alonji/Jones

Rebuttal, ComEd Ex. 32.0 at 9:137-142.]  What Mr. Stowe s analysis shows is that the Railroad

Class actually was paying rates to ComEd that generated more revenues than the cost of service

to the Railroad Class.

It is Metra s position that ComEd could and should have used an MDS approach in its

cost of service studies.  Had it done so, in conjunction with the separation of the primary and

secondary voltage costs, it would have realized that the Railroad Class  rates were set too high.

Instead, ComEd asserted that the Railroad Class was receiving a subsidy and sought to increase

the Railroad Class  rates by 121 percent, or more than $4.2 million annually.

ComEd s embedded cost of service study is fundamentally flawed and unreliable.  It

cannot serve as the basis for rates for the Railroad Class.

5. Customer Specific Cost of Service Study Recommendations

Metra s and the CTA s expert, James Bachman, recommended that the Commission

direct ComEd to do a specific cost identification study for the Railroad Class to be utilized in the

next ComEd cost of service study, and that the two members of the Railroad Class assist in the

study.  [J. Bachman Direct Testimony, Metra/CTA Joint Ex. 1.0 at 3:21 to 4:18; J. Bachman

Rebuttal Testimony, Metra/CTA Joint Ex. 3.0 at 2:26 to 6:8.]  Metra believes, for the reasons

stated by Mr. Bachman, a specific cost identification study is feasible and would be very useful.

There are only two members of the Railroad Class.  They both take electricity exclusively at 12.5

kV and their service is otherwise virtually identical.  As Mr. Bachman testified, much of the

information required for the study already is available.  [Id., Metra/CTA Joint Ex. 3.0 at 3:15 to

5:13].  The only information that apparently is not readily available is that ComEd does not have
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readily available the 12.5 kV distribution circuits  original cost, depreciation reserve, and

expense.  [Id. at 4:1-6.]

A specific study for the Railroad Class would be a limited, relatively confined analysis

that could address and account for unusual circumstances, such as the fact that two out of ten

Metra s substations are housed in the same facility as the ComEd substation that feeds them.

[See Szerla Rebuttal Testimony, Metra Ex. 5.0 at 2:20-23].  No doubt general allocators in

ComEd s embedded cost of service study provide an average cost for feeders from the ComEd

substation to the Metra substation, when in fact at least one-fifth of the Metra system is

unusually configured.  A specific cost identification study for the Railroad Class also would

avoid the kind of general allocation problems illustrated by ComEd s failure to properly separate

and locate the costs of the primary and secondary systems.

E. Interclass Allocation Issues

1. Across the Board Increase

The ICC staff has recommended that the Commission adopt an across the board rate

applicable to all classes [Lazare Rebuttal Testimony, ICC Staff Ex. 18.0 at 17:358 to 21:480.]

TL. ICC staff reasoned that ComEd customers are seeing electricity cost increases on all fronts,

and that:

Any rate design approach that distributes these increases unequally
may create feelings of unfairness among those ratepayers who are
required to absorb above-average increases.

[Id. at 19:4326 to 21:471]. The ICC staff s analysis concluded:

Until some degree of rate stability returns, it would be prudent to
focus on bill impacts rather than cost of service in designing
ComEd rates.

[Id. at 21: 479-80].
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Metra concurs in Staff s analysis.  In addition, as noted above, every witness who

addressed the issue at the hearing testified that in the absence of a valid cost of service study, the

only meaningful way to allocate a rate increase is to allocate it to all rate classes on an across the

board basis.  As previously discussed, Metra believes that ComEd s embedded cost of service

study produces unreliable results.  Metra, therefore, supports an across the board increase on

those grounds as well.

IX. RATE DESIGN

C. Rate Design Issues

2. Non-Residential

 b. Railroad Customers

The vast majority of the Railroad Class  issues have been addressed in other sections of

this brief.  There is unrebutted and unchallenged evidence in the record concerning the enormous

environmental and traffic congestion reduction benefits of public transportation.  [See, e.g.

Ciavarella Direct Testimony, Metra Ex. 3.0 at 2:5 to 4:13, Metra Ex 3:01; Anosike Direct

Testimony, CTA Ex. 1.0 at 8:134 to 9:172, CTA Ex. 1.03.]  In addition to all of the other

arguments in the foregoing sections of this brief, Metra urges the Commission, based on public

policy reasons, to set the rate increase for the Railroad Class at the average rate increase for all

other classes combined.  If the Commission were to accept ComEd s flawed embedded cost of

service study as the basis for its rates, but made a policy decision to only increase the Railroad

Class  rates by the average increase and to require that the difference between that rate increase

and a full cost based increase be absorbed by all other residential classes, the increased cost to

those other classes would be less than .004 on their ComEd bills.  [See P. Crumrine, Tr. 1161:11

to 1162:5; L. Alonji, Tr. at 2151:19 to 2153:20.]
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CONCLUSION

For all the reasons set forth above, Metra requests that the increase in the rates for the

Railroad Class be set at the average percentage increase for all classes combined.  Metra further

requests that the Commission direct ComEd to do a specific cost identification study for the

Railroad Class for use in analyzing cost of service for the Railroad Class in future Commission

proceedings.

If the Commission does not order that ComEd prepare a specific cost identification study

for the Railroad Class, then Metra also requests that ComEd be directed to separate the costs of

primary and secondary voltage level usage for the purpose of establishing the cost of service in

future Commission proceedings and that ComEd be directed to include a minimum system

distribution analysis in future cost of service studies.
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