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 In Illinois Bell Telephone v. Illinois Commerce Comm’n, 55 Ill. 2d 461, 478-481 
(1973), the court held that Illinois Bell was precluded from recovering expenses for 
lobbying, charity, civic and social club dues, and an unreasonably high licensing fee 
paid to A T & T.  Similarly, in DuPage Utility v. Illinois Commerce Comm’n, 47 Ill. 2d 
550, 560-561 (1971), the court upheld the Commission's disallowance of one half of the 
annual salaries of three officers of the utility found to be excessive and out of proportion 
to the nature and extent of the services rendered.  In Candlewick Lake Utility v. Illinois 
Commerce Commission, 122 Ill. App. 3d 219, 227 (2nd Dist. 1984), the court, citing the 
Illinois Bell decision, held that a "utility has the burden of proving that any operating 
expense for which it seeks reimbursement directly benefits the ratepayers or the 
services which the utility renders."  Thus, expenses are recoverable only when the utility 
can prove them to be reasonable, related to utility services, and of benefit to ratepayers 
or utility service.  The showing required by the Commission for incentive compensation 
costs to be included in rates fits squarely within these ratemaking principles and is 
reasonable, and the Company’s arguments to the contrary must be rejected. 
 

a. AIP 

i. Financial Goal 

 Staff’s proposed adjustment disallows 100% of AIP costs related to the financial 
net income goal which primarily benefits shareholders.  Staff pointed out that the 
Commission has repeatedly held that the cost of financial goals should not be paid by 
ratepayers.  See ICC Staff Exhibit 1.0 at 18-22.  In response to ComEd’s argument that 
it changed its financial goal of Exelon earnings per share (ComEd’s parent company) to 
address the Commission’s concerns expressed in Docket No. 05-0597, Staff argued 
that the goal continues to be a financial goal and ComEd’s revision did not change the 
inherent problems with recovering the costs of achieving financial goals in rates.   
 
 In response to the argument by ComEd that it basis for requesting recovery of a 
net income component in the AIP is that ComEd executives are “encouraged to align 
revenues and expenditures to the extent possible and to monitor and control expenses 
while continuing to focus on reliability and safety.  [ComEd asserts that c]ustomers 
benefit because appropriate returns provide the financial health and flexibility a utility 
needs to make further investments in the system.”  ComEd Ex. 9.0 at 24:495-500, Staff 
points out that the Commission, though, has rejected this rationalization in the past.   
 

We agree with Staff and the AG that the earnings per share (“EPS”) 
funding measure…should not be allowed to be recovered through 
rates…[T]he primary beneficiaries of increased earnings per share 
are shareholders, not ratepayers.”  

 
Order, Docket No. 05-0597, July 26, 2006, p. 96 (emphasis added).  Net income is 
simply an input in calculating earnings per share, and therefore confers no more 
benefits to ratepayers than using EPS itself.  ICC Staff Exhibit 1.0 at 12.  Staff’s position 
is that the inherent problem with allowing the costs of achieving financial goals to be 


