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ILLINOIS COMMERCE COMMISSION 

COMMONWEALTH EDISON COMPANY 
 
Proposed general increase in electric rates 

: 
: 
: 

 
No. 07-0566 
 

BRIEF ON EXCEPTIONS OF 
COMMONWEALTH EDISON COMPANY 

Commonwealth Edison Company (“ComEd”) submits this Brief on Exceptions to the 

Proposed Order (the “Proposed Order”) issued by the Administrative Law Judges (“ALJs”) on 

July 10, 2008.  ComEd respectfully submits that in several critical respects the Proposed Order is 

unlawful, arbitrarily reverses prior Commission decisions and established Commission policy, 

and is contrary to the evidence.  Pursuant to Section 200.830 of the Rules of Practice of the 

Illinois Commerce Commission (the “Commission” or “ICC”), 83 Ill. Admin. Code § 200.830, 

suggested replacement language is included in separate Exceptions filed contemporaneously 

herewith.   

I. EXECUTIVE SUMMARY AND 
RECOMMENDED COMMISSION ACTIONS 

The Proposed Order makes four fundamental errors.  First, in direct conflict with three 

prior on point Commission decisions, it illegally adopts the Attorney General’s Depreciation 

Reserve and Accumulated Deferred Income Tax (“ADIT”) adjustments.  With no explanation or 

analysis, the Proposed Order disregards the recommendation of the Commission’s own Staff, 

violates the Commission’s rules, and ignores the Commission’s own past decisions rejecting this 

same adjustment.  The Proposed Order’s abrupt reversal of Commission policy on this critical 

issue goes beyond simply unlawfully inflating ComEd’s Depreciation Reserve and ADIT 

balance for test year plant above test year levels.  It flies in the face of the Commission’s recent 
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statement that its decisions bring certainty to disputed issues.  As the Commission stressed when 

it rejected this same adjustment less than six months ago in the North Shore / Peoples Gas rate 

case Order:1 

All parties should agree that [this] Commission action [rejecting depreciation and 
ADIT adjustments] brings certainty to a situation and settles expectations.  This is 
another way of saying that 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.   

Peoples, Order at 16 (emphasis added).  No “clear and distinguishable” reasons allow this case to 

be decided in contravention of the Commission’s decisions repeatedly rejecting the same 

adjustment.  The Proposed Order is a classic example of arbitrary and capricious action and 

proclaims a lack of regulatory certainty and consistency in Illinois utility regulation.  

Second, the Proposed Order rejects the joint recommendation of Staff and ComEd to 

resolve key revenue issues in a manner that is balanced, equitable, and fully supported by the 

record.  ComEd does not ask that the joint recommendation be adopted because ComEd and 

Staff agree on it.  Rather, ComEd and Staff urge that it should be adopted because it is lawful, 

respects past Commission decisions and established Commission policy, and is supported by the 

factual record. 

Staff and ComEd began this case with starkly different positions.  But, by the time the 

record was complete, a common ground developed on most of the remaining revenue issues, 

including the depreciation and ADIT adjustments, capital additions to rate base, and certain 

accounting adjustments proposed by Staff that are related to the Commission’s order for an 

Original Cost Audit.  This common ground results in just and reasonable rates and an 

opportunity for ComEd to regain some financial health.  It is the product of ComEd and Staff 

                                                 
1 North Shore Gas Co., et al., ICC Docket Nos. 07-0241/07-0242 Cons. (Order, Feb. 5, 2008) (hereinafter cited as 

“Peoples”). 
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carefully working through difficult and complex issues to arrive at a proposed outcome that is 

legal and workable.  It is exactly the type of middle ground that the Commission has repeatedly 

called for, and should be adopted.   

Third, although the Proposed Order commends ComEd’s commitment to modern Smart 

Grid technology, it fails to resolve the regulatory uncertainty that stands in the way of the Smart 

Grid.  Indeed, it worsens that uncertainty.  While the Proposed Order approves Rider SMP on a 

temporary basis to recover costs of the first phase (“Phase 0”) of ComEd’s deployment of 

Advanced Metering Infrastructure (“AMI”), it also requires that Rider SMP be refiled and 

litigated all over again.  The rider need not be refiled or relitigated.  Rider SMP contains robust 

and workable safeguards as proposed, and is supported by a complete record in this case.  

Indeed, the Order ignores the most critical safeguard of all:  no project can flow through the rider 

without a thorough Commission review and express advance approval.   

Fourth, the Proposed Order recommends several novel and significant changes in 

ComEd’s rate design and departs from established rate design principles.  In many respects, it 

proposes to abandon the principle that cost causers should pay their fair share of costs.  It would 

needlessly create large and divisive subsidies to be dealt with in future cases.  These rulings are 

contrary to Commission policy and unsupported by the evidence, and should be modified.   

In sum, the overall result of the Proposed Order would be to increase regulatory 

uncertainty, arbitrarily reverse Commission policy, and discourage good-faith efforts at 

compromise.  It would leave ComEd unable to recover substantial portions of its costs and send 

powerful negative messages about the predictability and consistency of Illinois regulation.  

Those messages could not come at a worse time. The prolonged controversy over ComEd’s post-

transition rates shook the financial community’s confidence in ComEd’s ability to recover its 
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costs in Illinois rates.  ComEd’s credit ratings have fallen to “junk,” and they remain mired at 

unprecedented lows.  The rate increase ComEd requests, and to which Staff agrees, is the 

minimum required if ComEd is to regain the solid financial footing required to support high 

quality service.  ComEd’s financial condition is now critical at the same time that its need for 

capital is acute.  Only a strong utility can fund the delivery expenditures required by expanding 

needs and customer expectations.  Northern Illinois needs an upgraded and reliable infrastructure 

to support the growing needs of our businesses and families.  

The Commission can readily cure the errors in the Proposed Order by taking three 

actions: 

• Resolve revenue requirement issues as jointly proposed by Staff and ComEd.  If the 

Commission does so, ComEd will forgo its exceptions to the Proposed Order’s 

resolution of all other revenue requirement disputes between ComEd and Staff.  

ComEd understands that Staff would also forgo its exceptions on those issues and 

accept the Proposed Order’s decisions. 

• Adopt Rider SMP as proposed while making clear that no projects will proceed 

absent Commission approval and that the scope of any such projects remains subject 

to a collaborative process. 

• Adopt traditional principles of cost causation in allocating costs. 

The Commission Should Accept The 
Joint Staff / ComEd Recommendation 

The joint Staff / ComEd recommendation is the product of Staff and ComEd carefully 

evaluating the evidence – and adapting their positions as new evidence was submitted – in order 

to come to a just and reasonable middle ground that is legal and respects established Commission 

policies.   
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In its initial testimony, ComEd sought a revenue requirement increase of $361.3 million; 

Staff initially proposed an increase of $112.0 million.  Among the main issues of disagreement 

were differing views of ComEd’s proposed pro forma capital additions, any related depreciation 

and ADIT adjustment, and treatment of certain accounting issues raised by Staff in the 

Commissionordered Original Cost Audit.  As the case progressed, ComEd presented additional 

evidence supporting its pro forma additions including unprecedented detail on individual 

projects and activities, satisfying Staff’s concerns about the way in which the capital additions 

were defined and supported.  Staff and ComEd each reassessed the validity of various contested 

adjustments and costs based on additional evidence and data request responses, and also 

determined that various issues raised by Staff related to the Original Cost Audit could be 

resolved by agreement.   

By the close of the hearings, Staff and ComEd reached the following joint 

recommendation, which was submitted into the record:   

• ComEd will seek to recover in this case only two quarters of actual 2008 capital 

additions, reducing its rate base by $215.7 million.  ComEd will withdraw its request 

for third quarter 2008 capital additions, if the joint recommendation as a whole is 

approved.  This accounts for the lion’s share of that rate base reduction. 

• The unlawful Depreciation Reserve and ADIT adjustments should be rejected in 

accordance with established Commission policy and past decisions in ComEd’s and 

other utilities’ rate cases. 

• Issues raised by Staff in connection with the Original Cost Audit2 are resolved 

                                                 
2 These issues include the accounting treatment of internal software, accounting policy and documentation 

changes, and retroactive application of AR-15 to meters and transformers in 2003.  See Staff / ComEd Jt. Ex. 1. 
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without the need for further audit litigation, but without prejudice to any other party’s 

right to continue to litigate.  They are resolved in a manner that reduces rate base by 

$22.7 million (resulting from a $35.7 million reduction in gross plant) and accepts 

Staff’s prospective recommendations on reporting and accounting practices now, 

rather than in another case at some time in the future.   

• Certain other, comparatively minor revenue requirement issues are resolved. 

This joint recommendation results in a substantially smaller revenue increase than ComEd has a 

right to claim.  Depending upon how the remaining unresolved revenue issues were decided, the 

increase under the Staff / ComEd Stipulation could have been as large as $314.5 million, as 

opposed to the $345.4 million that ComEd would otherwise have been entitled.  The joint 

recommendation also includes several other important voluntary concessions by ComEd, and 

offers consumers benefits that they could not have otherwise received, such as prompt resolution 

of contested audit issues.  Attachment A to this Brief itemizes the revenue effects of the joint 

recommendation.   

As noted above, after reviewing the Proposed Order, ComEd determined that resolving 

the core revenue issues in accordance with the joint Staff / ComEd recommendation was so 

critical to achieving a fair and sustainable result that it would not raise Exceptions to other 

revenue issues contested between ComEd and Staff provided their joint recommendation is 

approved.3  Staff has informed ComEd that it also would not raise further Exceptions on those 

issues if the joint recommendation is adopted.   

                                                 
3 ComEd does not intend its decision not to pursue Exceptions to other issues to be precedential, or to limit in any 

way its rights or arguments in other cases.  If the Commission does not accept Staff’s and ComEd’s joint 
recommendation, then the Commission should revise the Proposed Order in accordance with the alternative 
language in Appendix B to ComEd’s Exceptions, which is supported by arguments made and evidence cited in 
ComEd’s Initial Brief (“Init. Br.”) and Reply Brief (“Rep. Br.”).  
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There are compelling reasons to adopt the joint Staff / ComEd recommendation.4  If the 

joint recommendations are accepted and the Proposed Order is not otherwise modified, ComEd’s 

requested revenue increase would be reduced to approximately $273.6 million5 without violating 

the law or ignoring the evidence.  The recommendations in toto scale back ComEd’s rate base 

increase by approximately $257.0 million.  The increase in customers’ rates would be reduced by 

$71.8 million, including approximately $22 million because ComEd forgoes its third quarter pro 

forma capital additions, capital additions that even the Proposed Order finds that ComEd proved 

and would otherwise be entitled to include in rate base.6  The joint recommendation also resolves 

now, without the need for significant further delay and litigation, a number of issues raised by 

Staff in connection with the Original Cost Audit,7 and includes a write off of $20.0 million for 

those issues that otherwise could not have been resolved in this case.  Perhaps most importantly, 

the joint recommendation faithfully respects Commission established ratemaking policies.  It is 

consistent with prior Commission decisions and restores regulatory certainty in key areas, like 

the Depreciation Reserve and ADIT, that the Commission itself has emphasized.  The joint 

recommendations are thus balanced and result in just and reasonable rates.   

The Proposed Order destroys the careful balance created by the proposed Staff / ComEd 

joint recommendations.  Most egregiously, it refuses to allow ComEd to withdraw its request to 

                                                 
4 If the Commission accepts the Staff / ComEd joint recommendation, the Proposed Order should be amended as 

set forth in Exception Nos. A-8, A-13, and A-15 to reflect the revenue effects of the joint recommendation itemized 
in Attachment.  If the Commission does not accept the joint recommendation, the Proposed Order should be 
amended as set forth in Exception Nos. B-9, B10, B-11, B-15 and B-18.   

5 This value assumes that ComEd’s 2008 pro forma adjustment is limited to actual capital additiona, as per the 
joint recommendations. 

6 This $22 million difference is made up of $25.7 million related to withdrawal of the third quarter 2008 capaital 
additions, partially offset by the corresponding $3.8 million reduction to the new business revenue credit. 

7 Again, although the Staff / ComEd joint recommendation resolves audit issues raised by Staff, it does so without 
prejudice to other parties rights to litigate any and all issues within the scope of the pending Original Cost Audit 
docket (ICC Docket No. 08-0312). 
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include third quarter 2008 capital additions in rate base in this case, and then uses those third 

quarter additions to attempt to justify its erroneous conclusion that Depreciation Reserve and 

ADIT adjustments should be made.  The purpose of allowing pro forma capital additions is to 

recognize added investment in serving customers, not to discourage that investment by using it 

as a predicate to reduce rate base below even what it would have been without the investments.  

The joint recommendations resolve this tension by eliminating the supposedly “unprecedented” 

capital additions, thereby also eliminating the Proposed Order’s premise – wrong though it may 

be – for reversing Commission policy rejecting Deprecation Reserve and ADIT adjustments. 

The Commission should, therefore, accept the exceptions language jointly supported by 

Staff and ComEd (Appendix A to ComEd’s Exceptions).  The importance of approving these 

recommendations to improving ComEd’s financial health, preserving ComEd’s ability to serve 

customers effectively and reliably, and enabling ComEd to implement new delivery technologies 

cannot be overstated.    Language implementing the joint Staff / ComEd recommendation is 

provided as Appendix A to ComEd’s Exceptions.8  ComEd understands that Staff supports 

identical language.   

The Commission Should Approve Rider SMP  
Without Adding to Regulatory Uncertainty 

Rider SMP defines the structure under which advanced delivery technologies that benefit 

customers can be considered by stakeholders and reviewed and approved by the Commission.  

Before any particular project can proceed, the record establishes the need for that underlying 

structure to be approved and stable.  Regulatory certainty is essential if ComEd is to be able to 

                                                 
8 If the Commission accepts the Staff / ComEd joint recommendation, the Proposed Order should be amended as 

set forth in Exception Nos. A-1, A-2, A-3, A-4, and A-14.  If the Commission does not accept the joint 
recommendation, the Proposed Order should be amended as set forth in Exception Nos. B-1, B-2, B-3 and B-4.  
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marshall and invest the hundreds of millions of dollars that these programs will require.  The 

Proposed Order, however, would render Rider SMP temporary and require that it be litigated all 

over again, after which it could change, or even disappear.  That route will at best seriously 

delay, and potentially scuttle, Smart Grid development.   

Refiling and relitigating Rider SMP is counterproductive and unnecessary.  An extensive 

record on the workings and merits of the Rider SMP has been developed in this Docket.  The 

applicable law is clear, as the Commission stated in Peoples.  Additional hearings will only 

produce further delay.  Approving Rider SMP creates no risk that the Commission will prejudge 

any future project or that the rider can get “out of control.”  ComEd has proposed a collaborative 

process under which stakeholders have input on all proposed projects, and Rider SMP vests in 

the Commission complete control over what, if any, projects are approved.  Certainly, the 

Commission can be relied upon to approve only those projects that are properly supported and in 

the public interest. 

Although the Proposed Order states that AMI Phase 0 is “approved,” its also calls for 

additional workshops on the project.  Workshops to assess a project should precede Commission 

approval of the project, not follow it.  If the Commission wishes to fully workshop AMI Phase 0, 

that project should not be approved now, but instead should be addressed under the full Rider 

SMP process.  If, on the other hand, the Commission wishes to proceed with AMI Phase 0 

without further litigation, it must make in this Order the findings required under Rider SMP.  It 

must confirm the project’s prudence and establish a regulatory asset for replaced meters.  The 

Order should also update the timetable for AMI Phase 0 to reflect that implementation cannot 

begin until after the Order is final.  To the extent any post-approval workshops are ordered, they 
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should be clearly limited to post-implementation operating issues only, and should not reconsider 

the Commission’s approval of the project or the prudence of ComEd’s going forward.   

Finally, the Proposed Order fails to recognize that, Rider SMP or not, ComEd cannot 

invest in Smart Grid technologies unless its base revenues are adequate.  Rider SMP only 

recovers investment carrying costs between cases; it cannot gain access to the capital that Smart 

Grid technologies require.  Without a mechamisn like Rider SMP firmly in place, even 

proceeding with AMI Phase 0 may be impractical or futile.  Capital may not be reasonably 

available for investment in what may be seen as a potentially “dead end” process. 

Language revising the Proposed Order’s conclusions regarding Rider SMP is included in 

Appendix C of ComEd’s Exceptions. 

The Commission Should Modify Rate Design Rulings to  
Conform With Established Cost of Service Principles 

The Proposed Order’s conclusions concerning ComEd’s cost study and proposed revenue 

allocation are diametrically opposed to prior ComEd rate Orders, as well as the Commission’s 

long-standing policy of setting rates based on cost.  The Proposed Order disregards three prior 

Commission decisions accepting ComEd’s embedded cost of service studies (“ECOSS”), despite 

the fact that the ECOSS is predominantly based on those previously approved studies.  It also 

abandons the Commission’s long-standing policy of setting rates based on cost in favor of the 

non cost-based “across-the-board” revenue allocation method.  The Proposed Order’s use of this 

revenue allocation method would needlessly create or exacerbate large and divisive rate 

subsidies that will become ever more difficult to deal with in future cases.  These rulings are 

contrary to Commission policy and unsupported by the evidence, and should be modified. 

Proposed language addressing rate design issues is also included in Appendix C of 

ComEd’s Exceptions. 
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II. AG/CUB’S PROPOSED ADJUSTMENTS TO  
THE DEPRECIATION RESERVE AND ADIT  
ARE IMPROPER AND UNWARRANTED 

The Proposed Order recommends approval of AG/CUB’s proposal to offset ComEd’s 

pro forma adjustments to rate base for post-test year capital additions by: (1) adding 

$693,553,000 of post-test year depreciation for test year plant (existing plant in service in the test 

year) to the Depreciation Reserve and (2) adding $88,297,000 of post-test year deferred income 

taxes for test year plant to the ADIT balance.  Proposed Order at 25-26, 27.  Those two 

adjustments, if adopted by the Commission, would reduce the revenue requirement by 

$89,365,000, thereby eliminating over 25% of the rate increase that is warranted by ComEd’s 

proven revenue deficiency of $345,404,000.9  The AG/CUB proposal (and IIEC’s similar 

proposal) is improper and unwarranted, however, as the Commission repeatedly, expressly, and 

correctly has held.  Indeed, adoption of the AG/CUB and IIEC proposal would constitute 

reversible error.  Therefore, the Order should reject the proposal, as provided in ComEd’s 

Exception Nos. A-5, A-6, B-5, B-6, C-1, and C-2. 

A. Overview 

The Proposed Order proceeds from the erroneous premise that the Commission has 

adopted the approach recommended by AG/CUB (and IIEC).  They argue that, where a utility 

proposes significant pro forma capital additions, the Commission should offset against those 

additions the post-test year increases in depreciation and deferred income taxes related to test 

year plant.  See Proposed Order at 16,  25-26, 27 (citing the 2003 Order in the AmerenUE and 

                                                 
9  The Depreciation Reserve and ADIT adjustments would reduce the revenue requirement by $79,273,000 and 

$10,092,000, respectively.  Those figures are derived from the Proposed Order’s recommended overall ROR and 
application of interest synchronization and the Gross Revenue Conversion Factor (without uncollectibles expenses).  
See Proposed Order, p. 1, line 24, p. 7, and p. 8.  As to the revenue deficiency, see, e.g., ComEd Init. Br. at 11. 
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AmerenCIPS rate cases, ICC Docket Nos. 02-0798/03-0008/03-0009 Cons. 

(“AmerenUE/CIPS”)). 

The AG/CUB proposal is not a new subject before the Commission.  Since 2001, the AG 

has made the same proposal in a number of cases, often joined by CUB, to offset a utility’s 

pro forma adjustments for post-test year capital additions with post-test year depreciation 

expense and, recently, also post-test year deferred income taxes for test year plant.  In the instant 

case, IIEC has made a parallel proposal. 

The Commission, in each case where a utility was investing in its system at a rate such 

that its net plant was significantly increasing year over year, as is true in the instant case, without 

exception, has expressly and correctly rejected the AG’s proposal as improper.  The Commission 

did so in ComEd’s last two rate cases.  ComEd 2005, Order at 15; ComEd 2001, Interim Order at 

44, Final Order at 45.  The Commission did so again just five months ago in its February 5, 

2008, Order in Peoples, at 16-17.  The Commission was clear in Peoples that it was “bringing 

certainty” to this issue and “settl[ing] expectations”, absent “clear and distinguishable reasons” 

for a different result.  Id., at 16. 

There are no grounds for the Commission to reverse the position it took in ComEd’s 2005 

and 2001 rate cases and earlier this year in Peoples.10  Rather, as discussed in further detail 

below, the evidence and the briefing show once again that adoption of AG/CUB’s proposed 

adjustments (and IIEC’s similar proposed adjustments) would be improper and unjustified, for 

numerous reasons.  Indeed, adoption of the AG/CUB (or IIEC) proposal would constitute 

reversible error, because it: (1) would be contrary to the Commission’s test year and pro forma 

                                                 
10  IIEC’s Initial Brief, while ostensibly attempting to distinguish the Commission’s past on point Orders, tacitly 

acknowledged that, to approve the AG/CUB or IIEC proposal, the Commission would have to “disavow” its on 
point Orders.  See IIEC Init. Br. at 5, 17. 
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adjustments rules, 83 Ill. Adm. Code §§ 287.20, 287.40, as expressly and correctly held by each 

of the Commission’s on point Orders on this subject; (2) would reject those on point Orders 

without any grounds for that change; and (3) would not be supported by, but rather would be 

contrary to, the evidence in the record.  220 ILCS 5/10-103, 10-201(e)(iv).  The AmerenUE/CIPS 

Order does not support the Proposed Order’s recommendation here.  Adoption of AG/CUB’s 

proposed adjustments would be the kind of arbitrary and capricious departure from previous 

regulatory practice that was condemned by the Appellate Court in, for example,  Commonwealth 

Edison Co. v. Illinois Commerce Comm’n, 180 Ill. App. 3d 899, 906-910 (1st Dist. 1988).  In 

fact, Peoples recognized that the Commission would be subject to a charge of arbitrary and 

capricious action if it adopted AG/CUB’s proposal.  Peoples, Order at 16, 17.  Such a reversal in 

course would call into question the predictability and continuity of utility regulation in Illinois.   

B. The AG/CUB and IIEC Proposal  
Is Improper and Unwarranted 

1. The Proposal Violates the Commission’s 
Test Year Rule and Principles and Its 
Pro Forma Adjustments Rule 

As noted above, the Commission, in each case where, as here, a utility was investing in 

its system at a rate such that its net plant was significantly increasing year over year, without 

exception, has expressly and correctly rejected the proposal made by AG/CUB and IIEC as 

improper.  Neither AmerenUE/CIPS nor any of the other cases cited by AG/CUB and IIEC as 

supposedly supporting their proposal involves a utility investing at such a rate, nor applies to 

such a utility, as discussed further below.11  Thus, as to such a utility, the Proposed Order’s 

recommendation, if adopted, would be unprecedented. 

                                                 
11  The Commission’s consistent rejection of the AG/CUB (and IIEC) proposal in this context makes sense from a 

ratemaking policy perspective.  For a utility that is investing at such a rate, in an historical test year case, pro forma 
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That ComEd has invested and continues to invest in its system at a rate that results in 

significant increases in net plant year over year is uncontested.  ComEd’s net plant is increasing 

by roughly $400 million per year.12 

Accordingly, in the instant case, just as was expressly and correctly held by Peoples, 

ComEd 2005, and ComEd, AG/CUB’s (and IIEC’s) proposed adjustments violate the 

Commission’s test year rule, 83 Ill. Adm. Code § 287.20, and test year ratemaking principles and 

the Commission’s pro forma adjustment rule, 83 Ill. Adm. Code § 287.40.  The proposals violate 

the rules in three different ways. 

First, as the Commission correctly held in Peoples, ComEd 2005, and ComEd 2001, the 

AG/CUB (and IIEC) proposal seeks improperly to move the test year as to depreciation and 

deferred income taxes for test year plant,13 thereby violating the test year rule, 83 Ill. Adm. Code 

§ 287.20, and test year ratemaking principles.  Peoples, Order at 16-17; ComEd 2005, Order at 

15; ComEd 2001, Final Order at 45 (expressly adopting ComEd’s responses to the AG’s 

proposal); see also Houtsma/Frank Reb., ComEd Ex. 25.0 Corr., 23:474-482, 23:488 – 25:526; 

Houtsma/Frank Sur., ComEd Ex. 40.0 Corr., 14:299-15:333; Griffin, Tr. 674:2 – 675:14, 677:2 – 

678:2; ComEd Init. Br. at 33. 

                                                                                                                                                             
(cont’d) 

capital additions are critical to reducing regulatory lag between rate cases.  E.g., McDonald Reb., ComEd Ex. 28.0, 
6:118 – 8:172, 9:184-191.  The AG/CUB and IIEC proposals disregard that vital fact, arguing for a new reading of 
the Commission’s rules that effectively would nullify that purpose, resulting in a need for much more frequent rate 
cases or rendering historical test year cases inherently unjust and unreasonable to such a utility.  The AG/CUB and 
IIEC proposals also ignore that, in the case of such a utility, its net plant will continue to significantly increase 
during the period in which the rates being set are in effect. 

12  ComEd’s net Distribution and General and Intangible Plant (i.e., excluding Transmission Plant) increased by an 
average of $367 million per year from 2003 to 2006.  See the data in ComEd Ex. 7.1 at Scheds. B-5 and B-6.  
ComEd’s jurisdictional net plant increased in 2007 by $449.018 million per the data submitted by AG/CUB.  See the 
data in AG/CUB Ex. 5.1, Scheds. B-1, B-1.1. 

13  It is uncontested that ComEd correctly calculated the amounts of its pro forma capital additions.  E.g., ComEd 
Init. Br. at 32 and fn. 21.  The dispute here relates entirely to the AG/CUB’s and IIEC’s proposal relating to test year 
plant. 
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Second, the AG/CUB (and IIEC) proposal also is improper because the pro forma 

adjustments rule, 83 Ill. Adm. Code § 287.40, provides for “changes ... in plant investment”, not  

for “changes ... in net plant”.  See also Griffin, Tr. 678:17 – 680:7 (see also id. at 675:4 - 677:19 

distinguishing test year plant from pro forma capital additions); ComEd Init. Br. at 33; ComEd 

Rep. Br. at 47-49.  In their arguments, AG/CUB and IIEC have tried to distort the language of 

the rule and use twisted logic to turn “changes .. in plant investment” into “changes ... in net 

plant”, but the Commission did not accept that interpretation of its rules in its three on point 

Orders, nor should it have done so, as the above testimony and the prior briefing shows.  For 

example: 

• In ComEd 2005 and again in Peoples, the Commission expressly found that the 

three Orders on which AG/CUB and IIEC base their “interpretation” (re-write) of 

the pro forma adjustments rule -- the 2001 Order in IP; the 2003 Order in 

AmerenUE/CIPS; and the 2003 Order in the CILCO rate case, ICC Docket 

No. 02-0837 (“CILCO”) – are “inapplicable and without merit”.  ComEd 2005 

Order at 15; Peoples, Order at 17. 

• The Proposed Order (at 25) cites AmerenUE/CIPS, apparently as support for its 

premise that ComEd’s pro forma capital additions should be offset by the 

AG/CUB (and IIEC) proposal, but the Proposed Order, like AG/CUB and IIEC, 

does not provide any grounds for changing the Commission’s conclusion that that 

case is “inapplicable and without merit” here.  In AmerenUE/CIPS, the 

Commission distinguished ComEd 2001 and IP, concluding that while AmerenUE 

and AmerenCIPS had the right to propose pro forma adjustments for post-test 

year capital additions, they should not be adopted there because, where a utility is 
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investing in its system at a level such that net plant over time is declining or 

relatively static, that would be inconsistent with test year principles.  

AmerenUE/CIPS, (Order, October 22, 2003) at 10-11.  Accordingly, the 

Commission did not approve AmerenCIPS’ proposed additions, and it approved, 

in the reduced amount, AmerenUE’s proposed additions.  Id., at 11.  The Order 

also stated that, if a utility had a demonstrated trend of significant increases in net 

plant, it might reach a different result.  Id., at 10.  The Commission later did 

exactly that in ComEd 2005 and Peoples, and it has never done otherwise where a 

utility’s net plant was significantly increasing year over year.14 

• The AG/CUB and IIEC “interpretation” of the pro forma adjustments rule’s 

“changes in ... plant investment” language also disregards that the Commission 

could have, but chose not, to use the words “net plant” instead of “plant 

investment”.  The Commission continued to use the words “plant investment” 

instead of “net plant” when it amended the rule in 2003, despite having faced the 

issue in ComEd 2001 and in one of the cases on which AG/CUB and IIEC rely, 

Illinois Power’s 2001 rate case (ICC Docket No. 01-0432) (“IP”). 

• The AG/CUB and IIEC “interpretation” of the pro forma adjustments rule to 

support updating net plant as to test year plant does not support their proposed 

adjustments to ADIT, because their definition of net plant does not include ADIT.  

                                                 
14 The decisions in IP and CILCO also do not support the AG/CUB (and IIEC) proposal here, as ComEd 2005 and 

Peoples held.  As the Orders in IP and CILCO indicated, neither case involved, or held that it applied to, a utility 
with significantly increasing net plant year over year.  IP and CILCO also do not support the AG/CUB and IIEC 
proposal for additional reasons.   IP involved pro forma capital additions that went 18 months beyond the end of the 
test year.  ComEd Rep. Br. at. 43, fn. 16.  IP agreed to AG/CUB’s proposal to adjust the Depreciation Reserve as to 
test year plant for 9 of those months, but disagreed as to the remaining 9 months.  Id.  The Order agreed with IP’s 
position, and did not approve AG/CUB’s proposed adjustments for the latter period.  Id.  CILCO’s holding, which 
rejected proposed pro forma capital additions rather than offsetting them, relied on “the circumstances of this case, 
where net plant in service shows a consistent declining trend...”  CILCO,(Order, October 17, 2003) at 8. 
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E.g., Griffin, Tr. 668:9 – 669:18; see also, e.g., Griffin, Tr. 668:17 – 669:18, 

677:10, 681:7-14. 

Finally, the AG/CUB (and IIEC) proposal also violates the pro forma adjustment rule’s 

prohibition of adjustments based on “[a]ttrition or inflation....”  Peoples includes in its grounds 

for rejecting the AG/CUB proposal the arguments that the utilities set out in their Reply Brief on 

Exceptions, which included that the AG/CUB proposal violates that prohibition.  Peoples, at 14, 

17.  See also Houtsma/Frank Reb., ComEd Ex. 25.0 Corr., 26:540-542; Houtsma/Frank Sur., 

ComEd Ex. 40.0 Corr., 15:329-333; ComEd Init. Br. at 33; ComEd Rep. Br. at 51.15 

2. The Proposed Order Provides No Grounds 
for Rejecting the Commission’s On Point Orders 

The Proposed Order, apart from its citation of AmerenUE/CIPS, appears to suggest only 

one basis for its recommendation, or perhaps the point is intended to justify the citation of 

AmerenUE/CIPS.  The Proposed Order notes that ComEd’s proposed pro forma capital additions 

include plant going into service up to 21 months after the end of the test year (Proposed Order at 

25).  However, that is not a ground for distinguishing the Commission’s on point Orders, for 

several reasons.  First, the Proposed Order in relying on that ground unjustifiably ignores Staff’s 

and ComEd’s joint recommendation, within the set of joint recommendations memorialized in 

the Stipulation, to approve ComEd’s pro forma capital additions only through the end of the 

                                                 
15  IIEC waited until its Reply Brief (at pp. 11-12) to address this point, there presenting two fallacious arguments: 

(1)  the straw man that ComEd was arguing that “attrition” meant “calculated” and (2) the theory that “attrition” 
meant “inflation” and IIEC’s proposal was not based on inflation.  Attrition generally means wearing away over 
time.  E.g., American Heritage Dictionary of the English Language (4th ed. 2000).   Post-test year depreciation of 
test year plant is wearing away over time.  IIEC’s equation of attrition with inflation is erroneous and would 
improperly render the word attrition superfluous in the rule.  E.g., Sylvester v. Industrial Commission, 197 Ill. 2d 
225, 232 (2001) (“We must construe the statute so that each word, clause, and sentence, if possible, is given a 
reasonable meaning and not rendered superfluous, avoiding as interpretation which would render any portion of the 
statute meaningless or void.”) (citations omitted).  The AG’s Reply Brief (at 4-5) claimed that ComEd’s argument 
based on the prohibition of adjustments based on attrition is “preposterous”, and that the AG/CUB proposal is based 
not on attrition but a specific study as provided for in the rule.  However, the Commission in Peoples accepted the 
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second quarter of 2008, which is only 18 months after the end of the test year, and to make no 

adjustments for post-test year depreciation or deferred income taxes for test year plant.  That 

combination of outcomes is supported by the rebuttal and evidentiary hearing testimony of Staff 

witness Griffin cited earlier and ComEd’s conditional limited waiver.16   

Second, the Commission’s Order in ComEd 2005 did not rely on the length of the 

pro forma capital additions period as a factor in its decision.  Houtsma/Frank Sur., ComEd 

Ex. 40.0 Corr., 14:294-298.   Nor did the Orders in Peoples and ComEd 2001. 

Third, in fact, the Commission in Peoples approved pro forma capital additions based on 

capital expenditures that included projects going into service up to 17 months after the end of the 

historical test year.  Peoples, Order at 9; Houtsma/Frank Sur., ComEd Ex. 40.0 Corr., 13:289 – 

14:294.  Neither the evidentiary record nor the Proposed Order provides any basis for effectively 

barring, or punishing, a utility for proposing pro forma capital additions that go a month or a few 

months farther than that after end of the test year. 

Fourth, any suggestion that ComEd’s proposals of 18 or 21 months of pro forma capital 

additions is “one-sided” or excessive would be both wrong and fatally inconsistent.  Even if the 

Commission approves ComEd’s pro forma capital additions without the offsetting test year 

Depreciation Reserve and ADIT adjustments proposed by AG/CUB and IIEC, ComEd still will 

seriously under-recover its rate of return.  ComEd Rep. Br. at 45.  Moreover, AG/CUB and IIEC 

propose no parallel pro forma adjustments that would update ComEd’s revenue requirement in 

                                                                                                                                                             
(cont’d) 

utilities’ argument based on the attrition language of the rule, and the AG/CUB proposal is based on no new study, 
only on the application of the depreciation rates in ComEd’s 2002 depreciation study. 

16  The Proposed Order (at p.26) errs when it indicates that Staff’s position appears to be a “compromise”.  Staff 
witness Griffin’s rebuttal and evidentiary hearing testimony is clear that he concluded that, under the circumstances 
proposed by Staff/ComEd, given the evidence in the record as augmented in rebuttal that supported the pro forma 
capital additions, adjusting the Depreciation Reserve or ADIT for post-test year changes for test year plant was 
improper under the Commission’s rules.  ComEd Rep. Br. at 47-48. 
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general for its actual post-test changes in operating expenses.  Such updating would result in a 

higher revenue requirement.  Id. at 49-50.  It is the AG/CUB and IIEC proposals that are 

“one-sided”.  None of their testimony or briefs has refuted that fact. 

Fifth, approving the AG/CUB (and IIEC) proposal based on the number of months of 

pro forma capital additions after the end of the test year would not be supported by, and would 

be fundamentally inconsistent with, the Commission’s pro forma adjustments rule, 83 Ill. Adm. 

Code § 287.40.  The rule refers to adjustments based on known and measurable changes 

occurring within 12 months after the rate filing.  The rule contains no criterion relating to the 

number of months after the end of the test year.  It is undisputed that ComEd’s pro forma capital 

additions fall within the 12 month period of the rule. 

Sixth, the logic of the hypothetical distinction does not make sense.  The hypothetical 

distinction would mean that, in cases when the test year ended a greater number of months 

before the filing date, the period for permitted pro forma adjustments based on known and 

measurable changes after the filing date would be shorter.  An older historical test year does not 

warrant reducing the period for application of updates based on known and measurable changes. 

Seventh, the hypothetical distinction disregards that in cases involving a utility with 

significantly increasing net plant year over year, pro forma capital additions play a critical role in 

reducing regulatory lag between rate cases, as noted earlier, and that the utility’s net plant will 

continue to increase significantly during the period in which the rates being set are in effect.      

Finally, the Proposed Order’s apparent reliance on the “21 month” distinction as the basis 

for approving the AG/CUB proposal is in effect punitive and disproportionate.  As noted above, 

Peoples involved capital expenditures including plant going into service as late as 17 months 

after the end of the test year.  The revenue requirement impact of the final three months of 
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ComEd’s pro forma capital additions is $25,650,000 ($21,892,000 after making the associated 

reduction in the new business revenues credit resulting from removing the third quarter 2008 

pro forma additions).17  The Proposed Order appears to use that $25,650,000 incremental 

increase as the rationale for adopting an AG/CUB proposal that reduces the revenue requirement 

by $89,365,000.  That is a grossly excessive offset, even setting aside that it is improper and 

unwarranted.  If the Commission were to find that the evidence in the record somehow warrants 

concern about whether the final three months of ComEd’s pro forma capital additions should be 

allowed, then the logical and less disproportionate result would be to accept Staff’s and ComEd’s 

joint recommendation to approve ComEd’s pro forma capital additions only through the end of 

the second quarter of 2008 and to make no adjustments for post-test year depreciation or deferred 

income taxes for test year plant.  

AG/CUB’s and IIEC’s remaining arguments, none of which the Proposed Order adopts, 

have been shown in great detail to lack any merit.  ComEd Init. Br. at 35; ComEd Rep. Br. at 44-

45, 46 47, 48-51.  Peoples found that AG/CUB’s arguments took little or no account of the facts, 

circumstances, and findings of ComEd 2005 on this subject.  Peoples, Order at 17.  AG/CUB’s 

testimony and briefing again did the same here, and IIEC’s briefing also was selective and 

incomplete.  E.g., ComEd Rep. Br. at 41, 43. 

Finally, the Proposed Order’s adjustment to the Depreciation Reserve based on 

AG/CUB’s proposal, when combined with ComEd's plant in service balances, results in an 

unintended and erroneous $92,709,000 understatement of ComEd’s rate base, because of the 

treatment of plant retirements. As a general rule, plant retirements are accounted for as a 

                                                 
17  The $25,650,000 figure is derived from the Proposed Order’s recommended overall ROR and application of 

interest synchronization and the Gross Revenue Conversion Factor (without uncollectibles expenses), and removal 
of the associated depreciation expense from the revenue requirement, and is offset by the $3,758,000 reduction in 
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reduction to both plant in service and the Depreciation Reserve in equal and offsetting amounts, 

and as such, when applied correctly should have no net impact on rate base.  AG/CUB witness 

Effron’s calculations reflect a $92,709,000 reduction in ComEd's forecasted plant retirements 

(AG/CUB Ex. 5.1, p. 3 (sum of $80,952,000 or $11,757,000 figures)) resulting in an increase in 

both AG/CUB’s proposed plant in service and accumulated depreciation.  Accordingly, there 

was no net effect on rate base from the AG/CUB proposed adjustment.  However, while the 

Proposed Order properly accepts ComEd’s plant in service, it couples it with the AG/CUB-

proposed Depreciation Reserve, which was increased by $92,709,000 to reflect their proposed 

retirement adjustment.  The net result is an asymmetrical reduction in rate base for lower 

retirements, which is inconsistent with proper ratemaking and accounting treatment.  This 

reduction is erroneous, and inconsistent with even AG/CUB’s treatment of retirements.  

Although the Proposed Order’s adjustment to the Depreciation Reserve should be rejected in its 

entirety as described above, if it were to ultimately be adopted by the Commission, a technical 

correction to reduce the amount of the Depreciation Reserve adjustment by $92,709,000 must be 

made. 

For the foregoing reasons, the Commission should reject the AG/CUB (and IIEC) 

proposal, as provided in ComEd’s Exception Nos. A-5, A-6, B-5, B-6, C-1, and C-2. 

                                                                                                                                                             
(cont’d) 

the new business revenues credit resulting from removing the portion attributable to the third quarter 2008 pro forma 
additions.  See Proposed Order, p. 1, line 24, p. 7, and p. 8; ComEd Ex. 40.01, Scheds. RB-1, RR-1. 
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III. RATE BASE 

A. Underground Cable and Services 

Pursuant to its agreement with Staff, ComEd takes no exception to the Proposed Order’s 

findings or the adjustment approved there.  However, because of the nature of the adjustment, the 

Proposed Order should be clarified in two respects. 

First, the Order should make clear that the adjustment is the product of the particular facts 

in this record concerning specific assets and their costs over a specific time period.  The 

adjustment is based on the testimony of Staff’s witness Mr. Lazare as to ComEd’s available data 

and the costs in those years.  The Order does not announce a new rule or standard relating to 

costs or assets.  Moreover, by agreeing to accept this adjustment for this case, ComEd is not 

agreeing that the information that Mr. Lazare found lacking in this case is or should be available 

in other circumstances nor that Mr. Lazare’s methodology to test rate base additions is valid.   

Second, this adjustment is premised on a finding that ComEd failed in this case to present 

sufficient evidence that adequately explained changes in certain per unit cost measures to the 

Commission’s satisfaction, and the adjustment accordingly excludes that portion of the value of 

those assets from rate base in this docket.  However, the evidence supports, and the Order should 

make no affirmative finding that any assets were acquired imprudently, at unreasonable costs or 

are not used and useful.  Although the Commission’s Order may conclude that ComEd did not 

adduce sufficient evidence to justify a portion of these costs, that conclusion shall not in any 

manner preclude ComEd from seeking to justify these costs in a subsequent rate case. 

A revision to the Proposed Order consistent with these clarifications is set forth in 

Exception A-7, to which Staff has agreed.  Alternatively, should the Commission reject Staff’s 

and ComEd’s agreed positions, ComEd incorporates the points made in opposition to this 
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adjustment in its posting-hearing Initial and Reply Briefs.  The revisions to the Proposed Order 

consistent with these points is set forth in Exception B-7. 

B. Depreciable Life of Post-2006 Project 

If the Commission, based on the evidence in the record and ComEd’s conditional limited 

waivers, approves the set of Staff/ComEd joint recommendations discussed earlier in this brief, 

then ComEd is willing to accept the recommendation of the Proposed Order that the Post-2006 

Project should be depreciated over 10 years.  Absent approval of the set of Staff/ComEd joint 

recommendations, however, the Proposed Order’s recommendation should not be adopted, for 

the reasons stated in ComEd's prior briefs, ComEd Init. Br. at 30-32; ComEd Rep. Br. at 40-41, 

as provided in ComEd’s Exception Nos. B-8 and C-3. 

C. Conditional Rate Base Adjustments 

If the Commission, based on the evidence in the record and ComEd’s conditional limited 

waivers, approves the set of Staff/ComEd joint recommendations memorialized in the 

Stipulation, then the Proposed Order should be revised to approve the $22.75 million reduction 

in rate base (resulting from a $35.746 million reduction in gross plant) provided for therein, as 

set forth in ComEd Exception Nos. A-2, A-3, A-4, B-1, B-2, B-3 and B-4.  

D. Original Cost Finding 

ComEd presented a vast amount of evidence supporting its test year plant and, 

accordingly, requested that the final Order include an appropriate original cost finding, subject to 

the Original Cost Audit docket.  ComEd Init. Br. at 12-14, 123.  More specifically, ComEd 

requested that the final Order find: 

the $12,512,232,000 total company original cost of plant at December 31, 2006, 
as reflected in ComEd’s Schedule B-1, page 2, line 4, column (C), in ComEd 
Ex. 7.1 is approved as the original cost of plant subject to any findings as to plant 
as of December 31, 2004, in ICC Docket No. 08-0312. 
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ComEd Init. Br. at 123.  The Commission’s rules provide for making original cost findings in 

rate cases, 83 Ill. Adm. Code § 420, Appendix A, and the Commission in fact has made original 

cost findings in past rate cases, such as recently in Peoples, Order at 316.  The Commission 

should approve the above language as provided in ComEd Exception No. B-18. 

IV. OPERATING EXPENSES 

A. Incentive Compensation 

The Proposed Order approves Staff’s proposed adjustments to disallow: (1) $629,000 of 

operating expenses and $333,000 of capitalized amounts incurred ComEd’s Annual Incentive 

Plan’s (the “AIP”) net income metric (revenue impact of $667,000) and (2) $6,741,000 of 

operating expenses and $1,022,000 of capitalized amounts incurred under ComEd’s Long-term 

Incentive Plan’s (the “LTIP”) metrics other than its reliability metrics (revenue impact of 

$6,858,000).  Proposed Order at 57, and Appendix at 10. 

If the Commission, based on the evidence in the record and ComEd’s conditional limited 

waivers, approves the set of Staff/ComEd joint recommendations discussed earlier in this brief, 

ComEd is willing to accept the Proposed Order’s recommendations of approval of Staff’s 

proposed adjustments relating to amounts incurred under the AIP’s net income metric and the 

LTIP’s metrics other than the reliability metrics, provided that the Commission approves that set 

of Staff/ComEd joint recommendations.  In that event, ComEd would propose only certain 

additional language as provided in ComEd Exception No. A-11.18 

Absent the Commission’s approval of the set of Staff/ComEd joint recommendations, 

however, the Proposed Order's recommendations of approval of Staff’s proposed adjustments 

                                                 
18  ComEd’s willingness, within the context of the Staff/ComEd joint sets of recommendations, to make the 

conditional limited concessions therein is a limited waiver that should not be understood to constitute agreement 
with the Proposed Order’s approval of Staff’s proposed adjustments to the amounts incurred under ComEd’s 
incentive compensation plans.   
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relating to the AIP net income metric and the LTIP’s metrics other than the reliability metrics 

should not be adopted, or, alternatively, only 50% of the proposed adjustment relating to the AIP 

net income metric should be adopted.  Those adjustments should not be adopted because they 

(1) would inappropriately disallow prudent and reasonable amounts, which ComEd is entitled to 

recover as a matter of law; (2) those metrics benefit customers; and, (3) in the alternative, the 

evidence, including IIEC’s witness’ testimony, supports 50% recovery as to the amounts 

incurred under the AIP’s net income metric, as discussed in ComEd’s prior briefs.  ComEd Init. 

Br. at 6-7, 41-49; ComEd Rep. Br. at 54-62.  In that event, if the Commission does not approve 

the set of ComEd/Staff recommendations, the Commission should allow recovery of those costs 

and expenses in question as provided in ComEd’s Exception No. B-12. 

B. Merger Expenses 

The Proposed Order recommends (at 60) approval of one-fourth of the 

AG/CUB-proposed adjustment relating to employees who performed merger-related activities.  

However, no adjustment should have been approved, and the Commission should adopt the 

language set forth in ComEd Exception Nos. A-12 and B-13. 

AG/CUB incorrectly seek to disallow $2.546 million in non-incremental salary and wage 

expenses for employees who, during 2006, not only performed all of their usual and ordinary 

delivery service functions for ComEd but also performed additional services in connection with 

the abandoned Exelon-PSEG merger.  AG Init. Br. at 15-16.  AG/CUB’s proposal has no merit. 

ComEd Init. Br. at 49-50; ComEd Rep. Br. at 63-64.  Staff, which initially took the same 

position, no longer did so after reviewing the facts that ComEd presented.  Staff Init. Br. at 42. 

The AG fails to articulate any rational basis for its proposed disallowance.  The AG 

argues first that “it is unclear how much time these employees will be spent [sic] performing 
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utility related duties,” and says that if these employees performed “merger work for free,” no 

costs should have been assigned to that work.  AG Init. Br. at 16.  This ignores the facts that 

ComEd has shown time and again: (1) employees that worked on the merger are salaried 

employees who were still responsible for their normal utility duties and completed their merger 

related duties by effectively working unpaid overtime; (2) ComEd does not pay salaried workers 

for overtime, so there is no sound business reason to make them record the total number of hours 

they worked; and (3) ComEd wanted to record hours devoted to the merger.  Houtsma/Frank 

Reb., ComEd Ex.25.0 Corr., 54:1116–56:1174; Houtsma/Frank Sur., ComEd Ex. 40.0 Corr., 

24:538–25:557.19 

Unlike Staff, AG/CUB fail to comprehend that the amounts ComEd seeks to recover here 

were spent to pay salaried employees who provided full-time service to the utility in furtherance 

of its distribution related functions.  Id.  Failure to allow ComEd to recover this $2.546 million 

would be an unlawful disallowance of normal and reasonable employee costs actually incurred 

for employees performing regular distribution related duties. 

In 2006, ComEd’s customers got a full day’s work for a full day’s pay from those 

employees whose salary and wage expense are included in the revenue requirement, and which 

AG/CUB seeks to disallow in part.  Moreover, these test year expenses are fully representative of 

the services that those employees will perform once the rates that are the subject of this case go 

into effect. Houtsma/Frank Reb., ComEd Ex. 25.0 Corr., 56:1171-73. As such, they are 

legitimate and allowable utility expenses and AG/CUB’s proposed adjustment lopping off a part 

of those expenses should be rejected, as provided in ComEd Exception Nos. A-12 and B-13. 

                                                 
19 The fact that employees spent a portion of their normal 40 hour work week on the merger (and recorded that 

merger related time as required) did not excuse them from completing 100% of their regular delivery service related 
job – even if that meant more than a 40 hour work week (for which they were not paid overtime). 
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C. 2005 Rate Case Expenses in the 2006 Test Year 

If the Commission, based on the evidence in the record and ComEd’s conditional limited 

waivers, approves the Staff/ComEd joint recommendations discussed earlier in this brief, ComEd 

is willing to accept the recommendation of the Proposed Order (at 69) on the subject of 2005 

ComEd rate case expenses in the 2006 test year.  Absent approval of that proposed set of 

Staff/ComEd joint recommendations, however, the Proposed Order's recommendation should not 

be adopted for the reasons stated in ComEd's prior briefs, ComEd Init. Br. at 56-58; ComEd Rep. 

Br. at 70-71, as provided in ComEd Exception No. B-14. 

D. Conditional Operating Expenses Adjustments 

If the Commission, based on the evidence in the record and ComEd’s conditional limited 

waivers, approves the Staff/ComEd joint recommendations memorialized in the Stipulation, then 

the Proposed Order should be revised to approve the $1.765 million reduction in operating 

expenses ($1 million for rate case expenses and $765,000 for Original Cost Audit expenses) 

provided for therein, as set forth in ComEd Exception Nos. A-9 and A-10.  

V. RATE OF RETURN 

If the Commission approves the Staff / ComEd joint recommendations based on the 

evidence in the record and ComEd’s conditional concessions, then ComEd will take no exception 

to the rates of return on equity and of total return on rate base recommended by the Proposed 

Order (at 92-94).   

Absent approval of the joint Staff / ComEd recommendations,  ComEd’s return on equity 

should be set as stated in ComEd's prior briefs.  See ComEd Init. Br. at 12-37; ComEd Rep. Br. 

at 73-79.  In that event, ComEd’s allowed return on equity should be set at 10.75% per annum 

based on the recommendation of ComEd witness Dr. Hadaway.  However, if the Commission 
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adopts Staff’s methodology for calculating return on equity in lieu of Dr. Hadaway’s, it should 

still update the data used in that methodlogy.  Using stale data is especially inappropriate given 

ComEd’s difficulties with accessing the capital markets and rapidly changing capital market 

conditions.  If Staff’s calculations are updated solely to use the same measurement date Staff also 

uses in the Ameren utilities’ rate case, its methodology results in a 10.65% rate of return on 

equity for ComEd.   

Therefore, ComEd has provided in Exception Nos. B-16, B-17, and B-18 alternative 

language (a) approving a 10.75% retrun on equity based on its methodology; and (b) approving a 

10.65% return on equity based on Staff’s methodology.  If the joint Staff / ComEd 

recommendations are not accepted, the Commission should adopt one of these alternatives. 

The Proposed Order correctly recognizes that there is no analysis or evidence in the 

record to conclude that approved SMP projects would have an impact on ComEd’s cost of 

capital.  As a result, the Proposed Order makes no adjustment to ComEd’s rate of return on 

equity on account of Rider SMP, as any such adjustment would be inappropriate and without 

evidentiary support.  ComEd has provided language in Exception No. C-4 to make this clear and 

to make clear that approval of Rider SMP does not constitute approval of any projects (except for 

Phase 0 of AMI) and that the equity investment in any approved projects would not be included 

in ComEd’s capital structure until 2009.   

VI. NEW RIDERS 

A. The Commission Should Approve Rider SMP  
to Promote Development of the Smart Grid 

The Proposed Order recognizes that deploying Smart Grid technologies can significantly 

benefit customers, including through greater reliability, improved energy efficiency, and the 

provision of important information about their energy use.  Proposed Order at 132-33.  Evidence 
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submitted by Staff, ComEd, and others all amply supports that conclusion.20  The Proposed 

Order also concludes correctly that Rider SMP is within the Commission’s authority to adopt 

consistent with law as explained by the Commission in Peoples.  Proposed Order at 133; Peoples 

at 139-53.  The Proposed Order also concludes that Smart Grid projects should, in general, be 

addressed first in workshops, followed by a formal Commission proceeding to assess the 

program.  Proposed Order at 134-35.  ComEd agrees and Rider SMP does just that.  Finally, in 

the context of AMI Phase 0, the Proposed Order approves Rider SMP.  Id. at 135. 

 The Proposed Order, however, suffers from four specific errors: 

 The Proposed Order limits its approval of Rider SMP to only AMI Phase 0.  It would 

bar the Commission from using Rider SMP to enable any other Smart Grid projects 

until and unless the rider is refiled and litigated all over again.  This limitation is 

unnecessary and contrary to the public interest in promoting the Smart Grid.   

 Although it finds that AMI Phase 0 should proceed under Rider SMP, the Proposed 

Order fails to make the specific findings necessary for that to occur.  It does not find 

that proceeding with the project is prudent, does not authorize the required regulatory 

asset for replaced meters with remaining “useful life,” and does not specifically 

approve the proper allocation method for Rider SMP costs.   

 The workshop processes should be clarified.  If workshops on AMI Phase 0 are to 

occur after the Commission has approved the project, the Order should make clear 

that they are to be technical and are not to be a means to question the project’s 

                                                 
20 Donnelly Sup. Dir, ComEd Ex. 15.0, 7:144-13:279; Clair Sup. Dir., ComEd Ex. 16.0 2nd Corr., 7:143-12:253; 

Donnelly Reb., ComEd Ex. 21.0 Corr., 81:1650-106:2174; Clair Reb., ComEd Ex. 23.0 Corr., 2:31-34:746;  George 
Reb., ComEd Ex. 31.0, 4:68-23:475;  Schlaf Sup. Dir., Staff Ex. 9.0, 12:260-17:361; Lanzalotta Sup. Dir., AG Ex. 
4.0, 13:259-16:315; Zarumba Sup. Dir., BOMA/Chicago Ex. 3.0, 1:18; Fein Sup. Dir., CNE Ex. 1.0,  4:58-11:205; 
Kiesling Sup. Dir., CUB Ex. 2.0, 4:70-7:164; Cohen Sup. Dir., CUB Ex. 3.0, 2:25-41; Boston Reb., RESA Ex. 1.0, 
3:31-6:99. 
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approval or prudence.  Moreover, the Order should add guidance for the separate and 

broader workshop process that is to consider Smart Grid goals and policies in general.  

 The Proposed Order discusses Smart Grid investments, including in AMI Phase 0, 

without regard to ComEd’s financial condition.  These investments cannot be made 

unless ComEd regains financial health.  The Order should recognize this context. 

Revised language addressing these errors is provided in Exception Nos. C-5, C-21, and C-23. 

1. The Proposed Order Errs by Prejudging that  
Rider SMP Should Be Limited to AMI Phase 0 

Although the Proposed Order recognizes the critical importance to customers of Smart 

Grid technologies, it does not address the regulatory uncertainty that stands in the way of 

progress.  It ignores the full record developed in this proceeding concerning the need for and all 

aspects of the design of Rider SMP, and instead directs that (except with respect to AMI Phase 0) 

the rider be refiled and litigated all over again.  That direction, if anything, actually increases 

regulatory uncertainty and impedes the prospect for timely Smart Grid development. 

Refiling and relitigating Rider SMP is unnecessary.  There is no need for additional 

workshops, hearings, and delay in order for the Commission to be able to consider the rider.  

There is already an extensive record in this Docket about the workings and merits of the rider.  

Indeed, the process has progressed so far in this case that ComEd and other parties have reacted 

to each other’s concerns and offered proposals to resolve them.  See, e.g., Hathhorn Sup. Dir., 

Ex. 10.0, 2:23-20:425; Fein Dir., CNE Ex., 1.0, 4:50-13:271; Crumrine Reb., ComEd Ex. 30.0, 

9:204-29:655; Hathhorn Reb., Staff Ex. 14.0, 20:442-31:715; Stoller Reb., Staff Ex. 21.0, 

13:282-16:357; Fein Reb., CNE Ex. 2.0, 2:13-5:99; Cohen Reb., CUB Ex. 6.0, 10:247-13:345; 

Boston Reb., RESA Ex. 1.0, 3:27-5:84; Fults Reb., REACT Ex. 5.0, 21:423-22:449; Zarumba 

Reb., BOMA Ex., 5.0, 16:317-17:327, 21:424-428; Higgins Reb., Kroger Ex., 2.0, 2:5-3:8; 
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Stephens Reb., IIEC Ex. 5.0, 26:523-27:533; Crumrine Sur., ComEd Ex. 43.0 Corr., 4:72-

26:562.  Limiting approval of Rider SMP in this case to only AMI Phase 0 simply ignores the 

evidence supporting Rider SMP itself, as well as the modifications made to reflect the input of 

Staff and other parties in this case. 

Further, by deferring any broader decision on Rider SMP, the Proposed Order consigns 

the parties to relitigate issues already addressed here.  Additional workshops and hearings are not 

needed to develop a record on the need for regulatory certainty or on rate design issues.  Indeed, 

if the record were insufficient on those issues, the Proposed Order could not recommend that 

Rider SMP be approved even as to AMI Phase 0.  In particular: 

 The Proposed Order (at 134) claims that there is “… insufficient information to assess 

if [proposed] improvements actually qualify as Smart Grid.  Under these 

circumstances if the Commission were to adopt Rider SMP too quickly and without 

sufficient stakeholder input or Staff analysis, the Commission would not be sure that 

consumers are the primary beneficiaries.”  In fact, Rider SMP makes no presumption 

about what projects will qualify as Smart Grid projects.  Every proposed project is 

subject to stakeholder input and, ultimately, Commission review and approval.  If 

parties do not trust the Commission to determine if consumers will benefit, no amount 

of additional workshops will help. 

 The Proposed Order (at 134) claims that “[l]acking an overall goal for Illinois, Rider 

SMP simply promotes a project by project approach.”  This is not accurate.  

Individual projects are approved on an individual basis.  But, how those projects fit 

together is central to the evaluation of every project.  Expecting to develop a full plan 

in advance is not realistic.  The Smart Grid is in its nascent stage.  Its entire breadth is 
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not known or fixed.  Waiting until a complete Smart Grid plan can be developed is 

futile – the technology will continue to advance – and will delay real progress for 

years.  Moreover, some projects are certainly foundations (e.g., AMI, as the Proposed 

Order itself notes).  Those projects should clearly proceed.  

 The Proposed Order (at 134) claims that “[w]ithout an overall plan for Smart Grid 

deployment and without any specific projects being proposed, the Commission does 

not know the extent of the costs involved, with the exception of AMI Phase 0.  …  

This lack of cost information … is not overcome by the process proposed for 

Commission pre-approval of specific projects.  Our hope is to have a better grasp of 

costs once Phase 0 is implemented and analysed.”  This misunderstands Rider SMP.  

Specific project costs will be discussed in project workshops and the hearings that 

follow.  Only then, after considering the costs, will the Commission approve projects.  

However, requiring full knowledge of all costs in advance is unrealistic and an 

insurmountable obstacle to Smart Grid development.  Not knowing project costs in 

advance is an invalid reason to reject the very process through which projects will be 

evaluated.   

Limiting Rider SMP to AMI Phase 0 is unnecessary to protect customers from ill-

conceived investments, or to avoid “haste” in the deployment of Smart Grid projects.  ComEd 

has proposed a deliberate and collaborative workshop process under which stakeholders have 

input on all proposed projects. 21  Thereafter, Rider SMP provides that ComEd must separately 

offer a project for approval, and the Commission must review and expressly approve it in a 

                                                 
21 Crumrine Dir., ComEd Ex. 11.0, 16:334-38; Crumrine Sup. Dir., ComEd Ex 14.0, 3:56-60; Crumrine Reb., 

ComEd Ex. 30.0, 23:522-27; Crumrine Sur., ComEd Ex. 43.0 Corr., 5:106-7:137; Clair Reb., ComEd Ex. 23.0 
Corr., 7:133-44. 
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proceeding in which stakeholders can again articulate any unresolved concerns, all before a 

project can proceed.  This process not only can fully address foundational policies and Smart 

Grid goals, but also can vet whether any additional projects should be implemented under the 

Rider.  Crumrine Reb., ComEd Ex. 30.0, 23:522-25.  The workshops will be open to Staff and 

stakeholder participation and will be conducted by an independent facilitator as provided for in 

the Proposed Order.  Crumrine Sur., ComEd Ex. 43.0 Corr., 12:257-60.  The Proposed Order 

identified no deficiencies in those workshop and review processes; indeed, it accepts those 

processes.  The notion that ComEd is thereby asking the Commission “to quickly approve 

various improvements that resemble a Smart Grid” (Proposed Order at 134) is simply incorrect.   

Moreover, there is no risk that Rider SMP can get “out of control” if approved.  As noted, 

no project can be initiated under Rider SMP – let alone any of its costs recovered through the 

Rider – until it has been reviewed and expressly approved by the Commission.  Crumrine Dir., 

ComEd Ex. 11.0, 19:370-377; Crumrine Reb., ComEd Ex. 30.0, 19:427-34.  That review will 

assess whether the proposed project contributes to achieving the Commission’s Smart Grid goals 

and objectives and benefits customers.  Crumrine Reb., ComEd Ex. 30.0, 4:79-82.  The 

Commission remains entirely in control of both the pace of the Smart Grid deployment and the 

particular technologies and projects that are implemented. 

Finally, the Proposed Order (at 134) expresses concern that “as proposed, ratepayers do 

not share the economic benefits.  It is not clear that the earnings cap, with all its potential for 

disagreement, adequately answers this concern.”  It is impossible for ComEd, or anyone, to 

quantify in advance with certainty, the savings that Smart Grid programs can generate.  They are 

not known in advance of the programs being defined and therefore litigating these forecasts is 

difficult and needless.  The earnings cap provides a safeguard against any possibility that the 
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utility can overearn as a result of a rider like Rider SMP.  Earnings caps have been accepted and 

tested in the context of water utilities’ investments.  Moreover, Rider SMP recovery occurs for 

only a temporary period because the assets would be included in rate base during the next rate 

case.  Thus, any savings will over time fully flow through rates.   

Refiling and relitigating Rider SMP is counterproductive.  Relitigating the Rider in 

another entire docket would serve only to further delay bringing Smart Grid technologies to 

ComEd customers, create regulatory uncertainty concerning cost recovery, and force parties to 

expend time and resources to relitigate issues already addressed and resolved in this proceeding.  

Instead of providing regulatory certainty for Smart Grid investments, the Proposed Order’s 

deferral of Rider SMP institutionalizes uncertainty and potentially leaves even the AMI Phase 0 

project it finds in the public interest a regulatory orphan.  Indeed, the Proposed Order makes it 

clear that Rider SMP may soon change, or even disappear.  Planning other Smart Grid 

investments without an established review process and means of cost recovery in place would be 

impractical and futile.   

The record is clear that ComEd cannot undertake the massive investments that Smart 

Grid technologies require if the mechanism by which those technologies are considered and 

approved by the Commission and through which the costs of those investments are recovered 

remains uncertain.  McDonald Dir., ComEd Ex. 9.0, 6:128-133, 7:151-8:163; McDonald Sur., 

ComEd Ex. 41.0, 12:262-13:264; Crumrine Reb., ComEd Ex. 30.0, 4:83-86.  Having a rider in 

place for the review, approval, and recovery of the costs of Smart Grid projects is an essential 

prerequisite to ComEd’s ability to plan and proceed with Smart Grid initiatives.  ComEd cannot 

invest potentially hundreds of millions of dollars in Smart Grid projects without advance 
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approval and prompt recovery of the costs of such investments.  McDonald Dir., ComEd Ex. 9.0, 

6:128-7:136; McDonald Reb., ComEd Ex. 28.0, 24:528-25:546. 

While Rider SMP expressly provides for the Commission to review its actual spending 

on every project annually, the Rider is the only means by which ComEd can be assured that the 

basic decision to invest hundreds of millions of dollars in particular Smart Grid technologies and 

projects will not be second-guessed or put at risk after the Commission has approved those 

investments.  Crumrine Reb., ComEd Ex. 30.0, 4:82-86, 19:443-20:449.  Without the assurance 

of Rider SMP’s cost recovery mechanism, and given ComEd’s poor financial health, it is likely 

that Smart Grid investments would be displaced by other, higher priority capital projects.  

Crumrine Dir., ComEd Ex. 11.0 Corr., 17:334-37.   

Approving Rider SMP also signals to the financial and capital markets that ComEd will 

recover the costs of approved Smart Grid investments.  As Mr. McDonald testified, EEI has 

observed that “[r]egulatory uncertainty has kept agencies wary of prolonged revenue deferrals 

and cost recovery challenges, particularly in volatile regulatory environments.”  McDonald Reb., 

ComEd Ex. 28.0, 7:153-8:156 quoting EEI Q4 2007 Financial Update at 7.  Moody’s also has 

stressed the importance of “timely regulatory support from the ICC for recovery of [ComEd’s] 

ongoing capital investment program in the transmission and distribution business.”  Id., Moody’s 

Global Research Announcement, March 13, 2007.   

Moreover, it would be difficult for ComEd to undertake even AMI Phase 0 investments 

absent full approval of the rider.  The assurance of a rider mechanism enables ComEd to obtain 

sufficient funding to deploy Smart Grid Technologies.  Approval of the Rider provides ComEd 

assurance that time and investment devoted to an early rollout of AMI Phase 0 would not be 

wasted should the process then halt, potentially for several years.  Moreover, ComEd cannot 
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make the required Phase 0 investment if the investment will be second-guessed or put at risk 

after the Commission has approved it.  A temporary Rider SMP does not provide ComEd with 

that essential assurance.  Further, ComEd’s budget process requires advance planning for these 

investments.  Without a cost recovery mechanism in place, ComEd cannot begin to budget for 

these Smart Grid investments. 

Apart from its limitation on the approval of Rider SMP, the Proposed Order also errs in 

confusing the process designed to investigate collaboratively Smart Grid policies, goals, and 

specific projects with the design of a rider and ComEd’s cost recovery mechanism.  The 

Proposed Order appears to direct that the same workshops that must focus on Smart Grid goals, 

technologies, and potential projects also address rate and cost recovery issues.  See Proposed 

Order at 135.  Aside from the difficulty in accomplishing these disparate functions, the evidence 

shows that these functions should not be addressed simultaneously.  ComEd, for one, simply 

cannot discuss what Smart Grid projects may be feasible or possible without knowing what 

structure will be in place.  Moreover, it is not clear how a refiled Rider SMP would relate to 

other ComEd rates.  The Proposed Order calls for a rate filing, although unlike this docket, it 

would not be a general rate case.  As a result, directing the Smart Grid workshop process to also 

reconsider the rider further increases regulatory uncertainty. 

In sum, approving Rider SMP in this case is supported by a full record.  The rider will 

promote Smart Grid development and is necessary even for AMI Phase 0.  Approving the rider 

does not preclude rigorous Commission and stakeholder evaluation of Smart Grid projects and 

technologies.  Further, approval of the Rider mechanism not only will allow the Commission, 

stakeholders and ComEd to concentrate in the workshops on choosing the most appropriate 

Smart Grid projects and technologies, but will allow ComEd to move swiftly to implement those 
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projects.  The record is clear that Rider SMP and its workshop process are the most reasonable 

and balanced approach to identifying and implementing beneficial Smart Grid technologies, 

dealing with the open issues identified in the Proposed Order, and providing for cost recovery 

which is essential to proceeding with a Smart Grid initiative.   

Revisions are proposed to address these issues in Exception No. C-5, C-21, and C-23. 

2. If The Commission Decides To Proceed With AMI Phase 0,  
Then Additional Findings Must Be Made in the Order 

Although ComEd is no longer seeking pre-approval of specific projects in this case, the 

Proposed Order approves AMI Phase 0 and authorizes ComEd to proceed with implementing 

that single project under a limited Rider SMP.  Proposed Order at 134.22  The Proposed Order 

states, “Rider SMP is approved but only for the very limited purpose of implementing Phase 0 of 

the Company’s proposed AMI deployment.”  Id.  However, the Proposed Order fails to make 

several findings required for AMI Phase 0 to proceed under that tariff. 

First, the Proposed Order fails to find that ComEd’s investment in AMI Phase 0, as 

ComEd described it in its testimony, is prudent.  Rider SMP requires that before ComEd can 

proceed with a project, the Commission must approve the project’s prudence.  See ComEd Ex. 

30.1, ILL. C.C. No. 4, 1st Revised Sheet No. 628; Crumrine Reb., ComEd Ex. 30.0, 11:245-248.  

No such finding, however, is made by the Proposed Order.  Without it, ComEd cannot proceed 

under the rider and its efforts to secure capital will face an even greater lack of regulatory 

certainty.  The Order should clearly indicate that the Commission is:  (1) approving the prudence 

of ComEd’s proposed investment in AMI Phase 0, and (2) approving the reasonableness of 

ComEd’s investment  to undertake AMI Phase 0 as an SMP. 



 

38 

 

The failure to make this finding is rendered even more critical by the Proposed Order’s 

direction that there be additional workshops “to finalize evaluation criteria and Phase 0 

technology selection criteria.”  Proposed Order at 134.  Holding workshops after approval of a 

project is a departure from the procedure called for by Rider SMP and their purpose is unclear.  

If the intent of the workshops is to re-examine the technologies chosen, then the Proposed Order 

invites an after-the-fact review of the investment and thus would destroy the certainty of cost 

recovery that Rider SMP is designed to provide.  Although the Commission will have 

“approved” Phase 0, fundamental decisions about the project will remain up in the air.  Any post-

approval workshops should be limited to technical operating issues or to discussing evaluation of 

the results of the project, not the nature and design of the program.   

Second, the Proposed Order fails to approve a regulatory asset to recover the remaining 

costs of undepreciated assets such as meters that must be retired early as a result AMI Phase 0.  

AMI may result in extraordinary retirements of assets that are not fully depreciated, and the 

remaining cost of those assets must be recorded as premature retirements.  Houtsma/Frank Reb., 

ComEd Ex. 25.0 Corr., 77:1614-78:1646.  For AMI Phase 0, a regulatory asset is needed in order 

to continue to recover those prudent costs of, for example, the retired meters.  Otherwise, ComEd 

would be penalized for installing the new technology.  Id. at 78.  Staff supports the approval of 

the regulatory asset provided that (1) Rider SMP is revised to specify that the Commission must 

first approve any regulatory asset created under Rider SMP, and (2) the regulatory asset for 

meters is amortized over 18 years.  Hathhorn Reb., Staff Ex. 14.0, 24:554-27:631.  While 

ComEd believes a 10-year amortization period would be more appropriate, it did not oppose the 

                                                                                                                                                             
(cont’d) 

22 This finding appears to rely on the fact that the record not only supports the overwhelming benefits of AMI, but 
also provides a detailed cost analysis of AMI deployment.  Clair Sur., ComEd Ex. 38.0, 6:124-7:127.  AMI is also 
one of the key foundational blocks in building a Smart Grid.  Id. at 2:25-27.   
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other revision proposed by Staff to Rider SMP concerning the regulatory asset.  Houtsma/Frank 

Sur., ComEd Ex. 40.0 Corr.,  35:761-36:774.  Moreover, the regulatory asset should also earn a 

return, because otherwise the associated cost of capital will not be recovered.  Houtsma/Frank 

Sur., ComEd Ex. 40.0 Corr., 35:765-69.  The record clearly shows that it is reasonable and 

necessary to create a regulatory asset to write off the remaining undepreciated cost of the meters 

that are removed as a result of the AMI Phase 0 deployment.  Thus, the Proposed Order should 

be amended to establish this asset. 

Third, the Rider SMP rate design must be set.  ComEd agreed that eligible costs under 

Rider SMP would be recovered through a charge based on a percentage of distribution charges; 

these are predominantly based on demand charges in the case of large non-residential customers.  

Crumrine Reb., ComEd Ex. 30.0, 21:476-85.  ComEd proposed this revision to address the 

concerns of certain intervenors regarding the use of energy-based charges.  See Zarumba Dir., 

BOMA/Chicago Ex. 3.0, 9:194-97; Stephens Dir., IIEC Ex. 1.0, 32:677-33:681.  Costs would 

also be recovered through Rider SMP for only a temporary period because the assets would be 

included in rate base during the next rate case.  At that point, their costs would be allocated, to 

some extent, according to a cost of service study.  Crumrine Reb., ComEd Ex. 30.0, 21:476-85.   

Revisions are proposed to address these three omissions in Exception Nos. C-5, C-21, 

and C-23. 

3. The Scope and Purpose of the Different Workshops  
Called For By The Proposed Oder Should be Clarified 

The Proposed Order appears to call for two distinct workshop processes.  First, it calls for 

workshops to “to finalize evaluation criteria and Phase 0 technology selection criteria” of AMI 

Phase 0.  Proposed Order at 134.  Second, it calls for a wide-ranging process to be initiated “to 

consider whether and in what manner the approximately $1 billion cost of AMI and Smart Grid 
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investments would be justified to maximize the potential benefits.”  Proposed Order at 135.  The 

Proposed Order envisions that this process itself will take up to an additional year.  Id.  The 

Proposed Order’s conclusions concerning both of these workshop processes should be revised.   

Workshops concerning AMI Phase 0.  If the Commission approves AMI Phase 0 in this 

case, additional workshops on that project should be either eliminated or carefully defined.  The 

purpose of workshops should be to examine whether a potential project is beneficial and should 

proceed.  They give stakeholders an opportunity to comment on a project before the Commission 

approves it.  Crumrine Sur., ComEd Ex. 43.0 Corr., 5:87-95, 5:105-7:137.  However, the 

Proposed Order appears to call for workshops after AMI Phase 0 is approved.  These workshops 

could call into question whether and how AMI Phase 0 should be implemented.  This rekindled 

uncertainty would frustrate the entire purpose of approving AMI Phase 0 in this case.   

The record in this case contains substantial detail about ComEd proposal to implement 

AMI Phase 0.23  If the Commission approves AMI Phase 0 based on that plan, ComEd should 

proceed to implement it and the Commission should either eliminate the requirement for further 

workshops on this project or, at a minimum, make clear that any post-approval workshops are to 

address technical issues, and not to reconsider the Commission’s approval of the project.24  A 

clear statement of purpose will also reduce the demands that any such workshops place on the 

                                                 
23 Claire Dir., ComEd Ex. 6.0, 13:273-14:295; Claire Reb., ComEd Ex. 23.0 Corr., 1:12-2:30, 2:34-4:71, 5:89-

10:209, 13:282-286, 14:300-305, 24:513-25:532; Crumrine Reb., ComEd Ex. 30.0, 27:613-617; Claire Surr., 
ComEd Ex. 38.0, 2:30-34, 5:81-93, 6:103-7:131, 8:156-9:198, 12:242-13:264; Crumrine Surr., ComEd Ex. 43.0 
Corr., 8:169-175, 14:304-15:328, 24:530-25:551; Claire, Tr. at 181:21-187:11, 202:21-204:20, 210:7-231:3, 220:13-
224:9, 238:6-241:7, 243:7-245:17, 254:4-257:15, 290:2-294:22, 319:9-18, 340:5-344:20. 

24 If this AMI Phase 0-specific workshop proceeds, a third-party facilitator in not required.  As originally 
conceived, and as agreed to by ComEd, the workshop process that required a facilitator was the workshop 
considering the full range of SMP projects, including full deployment of AMI.  The Proposed Order’s workshop is 
much more limited in scope and will only involve the evaluation criteria and technology selection criteria for AMI 
Phase 0.  Since the focus of this workshop will be more narrow than contemplated by Rider SMP or the Proposed 
Order’s collaborative workshops, a facilitator for the AMI Phase 0 workshop is not needed.  As a result, a facilitator 
would be most appropriately utilized in the more wide-ranging collaborative proceeding to consider Smart Grid in 
Illinois and utility-specific issues. 
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parties.  As the Proposed Order itself notes (at 134), parties are concerned about being 

“overburdened by the proposed process ….”  Added workshops simply compound that concern.  

The Order should also be revised to modify the timetable for AMI Phase 0 both to reflect any 

workshops that the Commission may order and to update it for the passage of time.   

In short, the Proposed Order’s AMI Phase 0 workshop process thereby creates more 

uncertainty than it settles and adds significant delay which, if the Commission approves AMI 

Phase 0 in this case, it presumably would want to avoid.  Indeed, the risks of an unfocused 

workshop process after approval are so great that, if the Commission determines that such 

workshops are necessary with regard to AMI Phase 0, the Commission should not approve that 

project at this time, and instead should allow stakeholders to address it along with any other 

potential project in pre-approval workshops.  

Generic workshops.  In addition to workshops to consider the merits of potential Smart 

Grid investments, the Proposed Order appears to call for a generic statewide proceeding to 

discuss the Smart Grid in general.  ComEd does not believe that such a process is necessary.  

There is no doubt that Smart Grid technologies offer benefits; additional proceedings are not 

required to again demonstrate that fact.25    Moreover, holding additional workshops to discuss 

the Smart Grid in the abstract, apart from specific technologies or proposals, is unlikely to be 

useful.  Technologies and options are evolving rapidly and the idea that a master plan can be 

developed based on a snapshot of current technologies is not realistic or in customers’ interests.   

                                                 
25 Donnelly Sup. Dir, ComEd Ex. 15.0, 7:144-13:279; Clair Sup. Dir., ComEd Ex. 16.0 2nd Corr., 7:143-12:253; 

Donnelly Reb., ComEd Ex. 21.0 Corr., 81:1650-106:2174; Clair Reb., ComEd Ex. 23.0 Corr., 2:31-34:746;  George 
Reb., ComEd Ex. 31.0, 4:68-23:475;  Schlaf Sup. Dir., Staff Ex. 9.0, 12:260-17:361; Lanzalotta Sup. Dir., AG Ex. 
4.0, 13:259-16:315; Zarumba Sup. Dir., BOMA/Chicago Ex. 3.0, 1:18; Fein Sup. Dir., CNE Ex. 1.0,  4:58-11:205; 
Kiesling Sup. Dir., CUB Ex. 2.0, 4:70-7:164; Cohen Sup. Dir., CUB Ex. 3.0, 2:25-41; Boston Reb., RESA Ex. 1.0, 
3:31-6:99. 
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Instead, the goals that the Proposed Order ascribes to this process should be considered in 

the workshops provided for under Rider SMP.  Those workshops are intended to fully explore 

those technologies, and ComEd expects that issues such as inter-operability, data compatibility, 

and risk of obsolescence will be discussed fully.  But, because they can be discussed in the 

context of specific technologies, decisions can be made.  Those concerns will be raised and 

addressed in individual project workshops.  Addressing them in the abstract as well is not 

necessary or efficient. 

Alternatively, if the Commission nonetheless determines that stakeholders should engage 

in separate workshops, the Commission should clarify its order.  First, the specific goals of the 

process should be clear.  Other than a list of topics, the Proposed Order offers no further details 

as to the scope of the proceeding, but states only that “foundational policies” and “utility-

specific” issues should be considered.  Second, the Proposed Order does not specify whether the 

collaborative proceedings would be open to only ComEd stakeholders or should be statewide, 

including parties perhaps interested in projects that will never be proposed under Rider SMP.  

Revisions are proposed to address these issue in Exception Nos. C-5, C-19, and C-22. 

4. The Order Should Recognize That ComEd Cannot Proceed  
With Smart Grid Investments Without Adequate Revenues 

The Proposed Order approves Rider SMP for the purpose of implementing AMI Phase 0 

and appears to determine that this project should proceed.  Proposed Order at 134.  However, the 

Proposed Order does not recognize that, regardless of whether Rider SMP is approved, ComEd 

cannot begin to invest in Smart Grid technologies unless its base delivery revenues are adequate.  

Rider SMP only recovers the carrying costs of Smart Grid investments between cases; it does not 

recover and cannot begin to fund the full capital investment that Smart Grid technologies require. 
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ComEd has limited capital resources.  Assuming that the base rate decision in this case 

allows ComEd to become sufficiently healthy to make its non-discretionary investments, Rider 

SMP, if approved, will allow ComEd to begin to modernize its system through projects that the 

Commission determines are in customers’ best interests.  McDonald Dir., ComEd Ex. 9.0, 6:133 

- 7:138.  However, if ComEd cannot recover its delivery costs or experiences extraordinary 

expenses (i.e., extremely high storm costs) in any given year, ComEd will be required to 

prioritize its resources to ensure it meets its obligation to provide adequate, efficient, reliable, 

environmentally safe and least cost electric service.  Under such conditions, ComEd may not be 

financially able to invest in Smart Grid projects.  Projects implemented under Rider SMP should 

not displace or compete with ComEd’s ongoing and routine capital expenditures that are 

necessary to maintain its distribution system.  Donnelly Sup. Dir., ComEd Ex. 15.0, 12:250-55.   

Rider SMP addresses this concern by authorizing investment, but not mandating it 

irrespective of ComEd’s financial condition.  If the Commission approves AMI Phase 0, similar 

latitude must exist to suspend or delay deployment if capital limitations require it.   

Revisions are proposed to address this issue in Exception No. C-5, C-21, and C-23. 

B. The Proposed Order’s Rejection Of Rider SEA Is  
Premised On A Flawed Application Of The Law,  
And An Incorrect Analysis Of The Evidence 

The Proposed Order errs in its rejection of ComEd’s proposed Rider SEA.  Proposed 

Order at 151.  While the Proposed Order is flawed in several respects discussed below, most 

crucial is its failure to come to grips with certain key, uncontested facts—Rider SEA would 

provide a superior match of storm–related revenues and costs that would benefit customers and 

the Company alike.  Without the rider, it is a near certainty that in any year the Company will 

either over or under recover its storm-driven costs.  Yet, the minor additional administrative 
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burden imposed on Staff by rider is a modest “cost” for the undisputable benefit it would provide 

to both customers and the Company.   

In concluding that Rider SEA should be rejected, the Proposed Order misapplies the legal 

standard for the Commission’s authority regarding riders (contrary to the Commission’s recent 

decision in its Peoples Order), ignores ComEd’s evidentiary showing and improperly speculates, 

without any persuasive evidentiary support, about ComEd’s motives with respect to controlling 

storm expenses.  Notably absent from the Proposed Order’s conclusion on Rider SEA is any 

recognition that Rider SEA actually improves the determination of ComEd’s storm restoration 

expense (Crumrine Reb., ComEd Ex. 30.0, 30:681-89) and that, under Rider SEA, customers are 

equally likely to receive a credit instead of being charged for storm expenses.  See, e.g., ComEd 

Ex. 30.2. 

First, while the Proposed Order properly concludes that the Commission has the authority 

to approve riders in the “appropriate circumstances,” it improperly limits those circumstances to 

where the costs are of “sufficient magnitude or volatility.”  Proposed Order at 151.  As 

demonstrated in ComEd’s post-hearing briefs, there is no inflexible requirement that a rider 

satisfy specific criteria before the Commission may approve it.  ComEd Init. Br. at 72; ComEd 

Rep. Br. at 83-84.  Instead, the case law holds that use of a rider is not limited “only to those 

cases where expenses are unexpected, volatile, or fluctuating.”  City of Chicago v. Illinois 

Commerce Comm’n, 281 Ill. App. 3d 617, 628 (1st Dist. 1996).  The Commission recently 

confirmed in Peoples that there are no “all-or-nothing factors” for approval of a rider.  Peoples,  

Order at 186. 

Second, the Proposed Order improperly concludes that ComEd has not provided “a 

compelling reason to warrant” rider treatment.  Proposed Order at 151.  On the contrary, ComEd 
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presented substantial evidence demonstrating that Rider SEA falls squarely within circumstances 

in which the Commission has previously approved rider recovery.  Citizens Utility Board v. 

Illinois Commerce Comm’n, 166 Ill. 2d 111, 138 (1995) (“[A] rider mechanism is effective and 

appropriate for cost recovery when a utility is faced with unexpected, volatile or fluctuating 

expenses.”).  The evidence on this issue included the following:  (1) ComEd’s storm repair O&M 

expenses are material (i.e., they involve very large costs), highly volatile from year to year, and 

unpredictable and uncontrollable (Williams Dir., ComEd Ex. 4.0 Corr., 66:1329-32); (2) storm 

repairs are a substantial part of ComEd’s distribution corrective maintenance work, representing 

approximately 18.8% of all such expenses, which, in turn, affects expenditures on other projects 

and programs (Williams Reb., ComEd Ex. 22.0 Corr., 9:175-10:184); and (3) a review of historic 

storm expenses confirms that such amounts are inherently unpredictable, reflecting annual 

differences of -71% and 102%, respectively, and a range of $47 million.  ComEd Init. Br. at 88; 

Luth Dir., Staff Ex. 6.0, 15:260-68.  Clearly, the Proposed Order’s conclusion that storm costs 

are not of a sufficient magnitude or volatility is in direct conflict with the evidentiary record. 

Third, the Proposed Order improperly concludes that Rider SEA’s recovery mechanism 

would remove incentives for ComEd to control its storm expenses.  Proposed Order at 151.  

ComEd presented testimony explaining why the Commission’s annual review of the 

reasonableness of ComEd’s storm expenses is more than sufficient incentive for ComEd to 

properly classify or define a cost as eligible for recovery under the rider and to manage its storm 

restoration efforts efficiently.  Crumrine Reb., ComEd Ex. 30.0, 33:755-59, 35:781-83.  The 

Proposed Order appears to reject the proposed annual reconciliation proceeding solely because 

such a proceeding would add “unnecessary complexity to a cost that has historically been 

recovered through base rates.”  Proposed Order at 151.  Rider SEA’s annual reconciliation 
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proceedings would not be unnecessarily complex as they are substantially similar to the 

reconciliation proceedings the Commission regularly conducts, as well as being substantially 

similar to the process approved by the Commission in ComEd’s last rate case in connection with 

Rider ECR.  Commonwealth Edison Co., Docket No. 05-0597, Order at 212-13 (Jul. 26, 2006). 

For these reasons, the Commission should approve Rider SEA and amend the Proposed 

Order as set forth in Exception No. C-6. 

VII. COST OF SERVICE AND ALLOCATION ISSUES 

A. Adopting An Across-The-Board Allocation Method Is 
Contrary To The Commission’s Long-Standing Policy 
Of Setting Rates Based On Cost-Causation Principles 

The Proposed Order abandons years of settled Commission rate policy when it 

determines not to set rates based on cost, but instead finds that an equal percentage rate increase, 

or “across-the-board” increase, is just and reasonable.  Proposed Order at 205.  The evidence on 

this point is undisputed: by using an across-the-board revenue allocation method, the 

Commission is not setting rates based on cost.  Staff Init. Br. at 98-99.  The Proposed Order’s 

conclusion ignores the evidence demonstrating that adoption of an across-the-board allocation 

method for setting new rates will exacerbate existing rate subsidies for certain customer classes 

and create new rate subsidies for other customer classes.  Crumrine Sur., ComEd Ex. 43.0 Corr., 

32:697-701; ComEd Ex. 45.1.  This, of course, will require other customer classes to bear the 

burden of paying for such subsidies.  Id.  Specifically, an across-the-board increase would shift 

approximately $33 million away from residential customers to nonresidential and lighting 

customers, a result that is directly opposite to the expected result of a primary, secondary split 

that the Proposed Order embraces.  Moreover, it will make ComEd’s and the Commission’s 

future efforts to set rates based on cost even more difficult, as those customers enjoying the new 
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or larger subsidies resulting from this case likely will complain even more vehemently the next 

time ComEd proposes to set rates based on cost. 

The Proposed Order’s conclusion is premised, in part, on the erroneous belief that there 

are “substantial deficiencies in specific elements” of ComEd’s embedded cost of service study 

(“ECOSS”).  Proposed Order at 205.  However, the conclusion fails to cite even one “substantial 

deficiency.”  Indeed, the Proposed Order’s statement is puzzling given that it properly rejects the 

two largest (in terms of dollar impact) recommended changes to the ECOSS: (1) IIEC’s 

minimum distribution system (“MDS”) concept; and (2) the City’s average and peak (“A&P”) 

methodology.  Id. at 201.  Meanwhile, where the Proposed Order does find that improvements to 

the ECOSS are warranted, those issues are small in number, minor in scope and do not support 

complete rejection of the ECOSS.  In fact, the Commission has approved three prior studies that 

have not included these limited changes.  ICC Docket Nos. 99-0117, 01-0423 and 05-0597; 

Heintz Dir., ComEd Ex. 13.0 Corr., 6:120-31; Heintz Sur., ComEd Ex. 46.0, 2:26-33.  As 

discussed in Section VII. B below, there is no basis to reject ComEd’s ECOSS.  As such, there 

likewise is no basis to abandon the Commission’s policy of setting rates based on cost.   

As demonstrated in its evidence and post-hearing briefs, ComEd’s revised rate design, 

including its mitigation proposal for the three largest nonresidential classes, is cost-based and a 

more appropriate and reasonable method for setting rates than the across-the-board method.  

ComEd Init. Br. at 100-20; ComEd Rep. Br. at 134-47.  Moreover, ComEd’s revised rate design 

proposal is consistent with the Commission’s long-standing goal of moving rates toward costs.  

ComEd Init. Br. at 100-01.  For these reasons, the Proposed Order should be amended as set 

forth in Exception Nos. C-12, C-20, and C-22. 
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If, however, the Commission determines that the use of an across-the-board revenue 

allocation methodology is appropriate in this proceeding, it does not need to reject the ECOSS in 

order to arrive at such a conclusion.  As Staff noted in its Initial Brief, an across-the-board 

approach is not cost-based.  Staff Init. Br. at 98-99.  That does not mean, though, that the ECOSS 

must be rejected in order to employ the across-the-board approach.  Rather, the study is simply 

not used for interclass allocations.  Id.  Indeed, Staff noted that if its across-the-board approach 

was rejected, one reasonable alternative for setting rates was ComEd’s revised rate design 

proposal: Staff did not recommend rejection of the ECOSS.  Id. at 101-02.  Accordingly, ComEd 

also offers language for an alternative conclusion, which adopts an across-the-board allocation 

method and accepts the ECOSS.   

B. Rejection Of The ECOSS Is Contrary To The Evidence 
And Directly Conflicts With The Commission’s 
Approval Of Three Prior Studies 

1. Introduction 

The Proposed Order errs in its rejection of ComEd’s ECOSS as the appropriate 

instrument for revenue allocation among customer classes.  Proposed Order at 205.  This 

conclusion ignores the fact that the ECOSS follows the same basic structure that was used and 

approved in ComEd’s last three rate cases, ICC Docket Nos. 99-0117, 01-0423 and 05-0597.  

Heintz Dir., ComEd Ex. 13.0 Corr., 6:120-31; Heintz Sur., ComEd Ex. 46.0, 2:26-33.  Indeed, 

the currently effective delivery service charges for 12 of ComEd’s 15 delivery service classes are 

explicitly based upon the ECOSS approved by the Commission in ComEd’s last rate case.  ICC 

Docket 05-0597.  It also fails to recognize that Staff, the Commercial Group and the AG each 

found the ECOSS to be reasonable.  In sum, the evidence fails to support a complete rejection of 

the ECOSS. 
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The Proposed Order does not explain how a study, based on three previously approved 

studies, is now fatally flawed.  It fails to substantiate the rejection of the ECOSS, pointing only 

to several purported “deficiencies” in the ECOSS.  Proposed Order at 198-205.  Even if these 

“deficiencies” existed, and ComEd believes that they do not, these issues are small in number, 

minor in scope and do not support complete rejection of the ECOSS.  Indeed, the Proposed Order 

approves substantial aspects of the ECOSS by properly rejecting the two largest recommended 

changes to the study: (1) IIEC’s proposed use of the MDS concept; and (2) the City’s proposed 

use of the A&P method.  Id. at 201.  At worst, the ECOSS requires limited refinements: none of 

which render the current study fatally flawed. 

It is critical for all parties to have predictability and consistency in the rate setting 

process.  In this way, ComEd, Staff and customers understand the framework by which revenues 

will be allocated among customer classes and resulting rates will be set, both now and in the 

future.  In this instance, by rejecting (without explanation) a cost study that is based substantially 

on previously approved studies, the Proposed Order creates future regulatory uncertainty that is 

harmful to customers and ComEd alike.  As discussed more fully below, the Commission should 

amend various conclusions found on pages 198-205 of the Proposed Order, as set forth in 

Exception Nos. C-7, C-8, C-9, C-10, C-11, C-12, C-20, and C-22. 

2. Specific Embedded Cost Of Service Study Issues 

a. Requiring The ECOSS To Consider 
Primary/Secondary Costs Is Unnecessary 
And Contrary To The Record 

The Proposed Order errs in finding the ECOSS “deficient” for “not separating and 

properly allocating primary and secondary service costs.”  Proposed Order at 200.  As 

demonstrated in ComEd’s evidence and post-hearing briefs, a primary/secondary differentiation 

is neither practical nor necessary for numerous reasons, including the following: (1) only a tiny 
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fraction of ComEd’s customers do not utilize secondary system facilities; (2) ComEd does not 

presently keep its books in a manner that would facilitate changing the ECOSS to recognize the 

primary/secondary distinction; and (3) a primary/secondary differentiation likely will lead to 

costs being shifted to the residential and small business customers.  ComEd Init. Br. at 92-93; 

ComEd Rep. Br. at 104-06.   

On this issue the Proposed Order also is internally inconsistent.  On the one hand, the 

Proposed Order deems an across-the-board allocation methodology to be the most “fair,” despite 

the fact that such a methodology is not cost-based.  Proposed Order at 205.  On the other hand, 

the Proposed Order rejects ComEd’s position on primary/secondary costs, in part, because the 

position “overlooks our explicit policy objective of assigning costs where they belong.”  Id. at 

199.  At no point, however, does the Proposed Order attempt to reconcile these disparate 

statements and the resulting opposite shift in cost allocations of the across-the-board versus the 

primary, secondary cost differentiation. 

For the foregoing reasons, the Proposed Order should be amended as set forth in 

Exception No. C-7. 

b. Requiring An Audit Of City Street 
Lighting Costs Is Contrary To The 
Evidence, Which Establishes That 
ComEd Has Appropriately Considered 
And Allocated Such Costs 

The Proposed Order errs in finding the ECOSS “deficient” for failing to take into account 

the “division in ownership and maintenance responsibilities” for the City’s street lights.  

Proposed Order at 200.  ComEd presented evidence demonstrating that the ECOSS properly 

reflects ComEd’s costs in providing street lighting service to the City.  ComEd Init. Br. at 97-98; 

ComEd Rep. Br. at 112-12.  Moreover, ComEd demonstrated that the City’s claims were flawed, 

as the City witness failed to recognize that thousands of City street lights are mounted on 
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thousands of ComEd poles and are served by many miles of ComEd’s secondary lines 

throughout the City’s alleys.  Id. at 113.  As such, the Proposed Order is wrong when it 

concludes that the ECOSS did not properly account for the costs of providing City street lighting 

service.  Finally, even if the City had provided persuasive evidence warranting an audit of the 

costs of providing street lighting service, which it did not, the absence in the ECOSS of a perfect 

division of costs between the City and ComEd does not support rejection of the entire ECOSS.  

For the foregoing reasons, the Proposed Order should be amended as set forth in Exception No. 

C-9.  

c. ComEd Properly Allocates Customer 
Costs Among Its Residential Customers 

The Proposed Order properly finds that “a regional surcharge to address the costs of new 

construction is problematic.”  Proposed Order at 203.  However, the Proposed Order improperly 

implies that ComEd has somehow failed to allocate costs to the cost causers by 

“disproportionately” allocating customer costs to its residential customer base based solely upon 

the number of customers.26  Id. at 204.  This conclusion is in direct conflict with the evidence 

presented.  ComEd’s ECOSS does properly allocate costs to the cost-causer.  Indeed, other than 

City witness Bodmer, no residential customer advocate either made such a claim or supported 

the City’s claim.  In fact, ComEd presented ample evidence that the City’s position was wrong.  

None of the customer-related costs in the ECOSS are allocated “simply” on the basis of number 

of customers.  Heintz Reb., ComEd Ex. 33.0 Corr., 8:169-71.  Instead, customer-related 

subfunctions of costs are carefully analyzed so that appropriate cost-weighted allocators are 

developed.  Id.  The evidence in this proceeding demonstrates that ComEd’s ECOSS has 

                                                 
26  This provides another example of where the Proposed Order is internally inconsistent.  In this conclusion the 

Proposed Order seeks to recover costs from the cost-causer.  Yet, it does not address the fact that its revenue 
allocation methodology fails to properly allocate costs to cost-causers.   
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properly allocated costs to residential customers.  Accordingly, the Proposed Order should be 

modified to accurately reflect the evidence regarding allocation of customer costs as set forth in 

Exception No. C-10. 

d. ComEd Properly Allocates Residential 
Uncollectible Expense Among Its Four 
Residential Customer Classes 

The Proposed Order errs in concluding that ComEd’s allocation of uncollectible expenses 

is “unfair and inconsistent with the allocation of other residential customer costs.”  Proposed 

Order at 204.  This conclusion again is at odds with the evidentiary record and ignores the 

evidence regarding ComEd’s specific methodology for incorporating Uncollectible Accounts in 

the ECOSS.  Once again, other than City witness Bodmer, no other residential customer 

advocate either made such a claim or supported the City’s claim.  ComEd’s methodology begins 

with a study of the percentage of revenues from each class that are actually uncollectible.  Heintz 

Reb., ComEd Ex. 33.0 Corr., 12:241-63.  It then applies that actual uncollectible amount to each 

residential customer class.  This precision properly allocates those uncollectible costs to the class 

causing the cost—which is consistent with the Commission’s long-standing cost-causation 

policy.  In contrast, the Proposed Order would have residential uncollectible expense spread 

equally among all residential customer classes, even though certain classes impose much less of 

the costs in question.  That result is contrary to the Commission’s goals.  In sum, the evidence in 

this proceeding demonstrates that ComEd’s ECOSS has properly allocated costs to residential 

customers.  Accordingly, the Proposed Order should be modified to reject the City’s 

uncollectible expense allocation proposal as set forth in Exception No. C-11. 
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C. ComEd Properly Allocated Customer Service Costs To 
Its Distribution Function 

The Proposed Order correctly concludes that no adjustment is necessary in this 

proceeding to carve out certain so-called “Customer Care” costs from ComEd’s delivery service 

rates and reallocate these costs to ComEd’s supply rates.  Proposed Order at 200.  Nonetheless, 

the Proposed Order improperly finds that “some percentage of these costs [are] clearly 

attributable to supply only customers” and, therefore, should not be included in the Company’s 

distribution revenue requirement.  Id.  This conclusion is wrong.  The record in this proceeding 

does not support the conclusion that supply-related customer service costs are improperly 

allocated to distribution customers.   

The Proposed Order draws on several sources for its errant conclusion.  First, it states that 

ComEd witness Crumrine acknowledged that some Customer Care costs should be assigned to 

customers that take supply from a third-party supplier.  Proposed Order at 200.  Careful reading 

of the transcript where Mr. Crumrine was cross-examined on this point demonstrates that the 

Proposed Order’s conclusion is wrong.  Crumrine, Tr. at 1329:5-1339:11. Mr. Crumrine’s 

testimony clearly states that ComEd already has allocated an appropriate portion of these costs to 

its supply function.  Id. at 1339:2-11.  Moreover, Mr. Crumrine also correctly testified, in 

response to a question from Judge Haynes, that the Commission, since 1999, on various 

occasions has found ComEd’s allocation of Customer Care costs to be reasonable.  Id. at 

1335:13-1337:6.  In sum, Mr. Crumrine’s testimony in no way suggests that there are additional 

supply-related costs in distribution rates.  

Second, and apparently based on its misunderstanding of Mr. Crumrine’s testimony, the 

Proposed Order states that ComEd did not offer “alternative numerical value for the percentage 

of customer care costs assignable to distribution [sic] customers.”  Proposed Order at 200.  In 
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reality, ComEd did not make such an offer because it did not have to: ComEd properly allocated 

Customer Care costs between its distribution and supply functions in the first instance.  Crumrine 

Sur., ComEd Ex. 43.0 Corr., 35:758-29:854;  Crumrine, Tr. at 1329:5-1339:11. 

In conclusion, ComEd demonstrated that REACT’s proposed carve-out of so-called 

Customer Care costs has no basis and in fact, relies on a series of inapplicable assumptions, and 

is not remotely related to ComEd’s actual costs.  ComEd Init. Br. at 116-19; ComEd Rep. Br. at 

125-33.  Indeed, ComEd demonstrated that REACT’s proposal was subject to tremendous 

variation with only modest adjustments to its assumptions.  ComEd Rep. Br. at 128-30.  

Moreover, the record further supports ComEd’s allocation of Customer Care costs as presented 

in this proceeding.   

Accordingly, the Commission should reject REACT’s proposal in its entirety.  If, 

however, the Commission determines that this issue merits further review, and ComEd submits 

that it does not, it could order ComEd to present an avoided cost study in its next rate case.  Such 

a study would examine whether ComEd can avoid any additional Customer Care costs when a 

customer decides to take supply from an alternative supplier.  If so, then such costs would be 

removed from distribution rates.  However, in this proceeding, there is no evidence to support a 

conclusion that proposed distribution rates include supply-related costs.  Therefore, ComEd 

urges the Commission to amend the Proposed Order as set forth in Exception No. C-8.  Also 

included in that language is alternative language that would request the preparation of an avoided 

cost study. 
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VIII. RATE DESIGN 

A. Railroad Customers 

1. The Record Demonstrates That Neither ComEd 
Nor Its Customers Derive Operational Benefits 
From The Railroad’s Traction Power Substation 
Facilities 

The Proposed Order properly rejects, as the Commission has on previous occasions, the 

requests by CTA and METRA for preferential rates based on their assertions that ComEd 

somehow “uses” the railroad’s electric facilities to serve the general public.  Proposed Order at 

212.  However, the Proposed Order’s suggestion that ComEd should perform a “load flow study” 

is misguided and should be eliminated from the final order in this docket.  Id. 

First, it is not clear what the required load flow study is intended to accomplish.  Load 

flow studies track the flow of electrons within electric circuits and systems in accordance with 

the laws of physics.27  A load flow study here would no doubt show that under a number of 

normal conditions, electrons flow across the METRA or CTA substation busses, which may or 

may not ultimately be bound for other customers.  Under normal conditions electricity flows on 

CTA or METRA facilities because CTA and METRA choose to keep their bus ties closed, for 

their own benefit, not because ComEd relies on or needs these flows or needs the busses closed 

to serve other customers.  Donnelly Reb., ComEd Ex. 21.0 Corr., 7:132-35, 107:2202-08; accord 

Zika, Tr. at 1418:12–1419:10 (as to CTA); Szerla, Tr. at 1438:1–1439:2 (as to METRA).  

                                                 
27 ComEd’s exception to the Proposed Order is primarily based on this traditional definition of a load flow study.  

Since the suggestion was made so late, there was no opportunity to discuss the types of studies that could be done 
and what the efficacy would be.  Specifically, a similar type of study would be a contingency study, which would 
check to see whether, under a variety of contingencies, ComEd could keep other customers in service with the 
METRA or CTA busses set to the open position, blocking electric flow.  Perhaps this is the type of study to which 
METRA and/or the ALJs in the Proposed Order meant to refer.  While ComEd does not believe additional analysis 
is needed based on the record, if any studies were to be ordered, a contingency study would be the appropriate type.  
This alternative is reflected in Exception C-13 (Alternative B). 
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This does not mean that METRA or CTA are entitled to some sort of compensation.  The 

Commission specifically recognized this fact in ComEd’s previous rate case, rejecting it as 

irrelevant to a proper analysis: 

While it is true that physics dictate the flow of electrons on the ComEd/CTA 
distribution system, the CTA has not proven that its equipment, either by design 
or by chance, improves the reliability of ComEd’s system or allows ComEd to 
avoid incurring costs.  The fact that electricity flows onto and off of CTA’s 
system according to the laws of physics does not necessarily mean that significant 
benefits accrue to ComEd or its other customers.  

Commonwealth Edison Co., ICC Docket No. 05-0597 (Final Order, Jul. 26, 2006) at 255.  The 

Commission there ruled that what does matter is whether ComEd somehow needs the railroad 

bus-work to keep customers in service in reasonably foreseeable situations, or whether ComEd 

avoids building something else because the railroad facilities are there.28  A load flow study 

would merely confirm facts that the Commission already found to be true but irrelevant. 

Second, this problem is exacerbated by the complete lack of evidence in the record 

supporting or describing how a load flow study would inform the parties or the Commission.  No 

witness proposed a load flow study, and no witness bemoaned the lack of such a study in the 

record.  The first and only mention of such a study came after the record in this docket was 

closed, in METRA’s post-hearing reply brief, to which ComEd was not afforded a response.  

METRA did not cite anything in the record in support of its request – because there is nothing to 

cite – and did not present any argument as to why the study would be a good idea. 

                                                 
28 On this point, the record is not silent: ComEd designs its system so that it does not have to rely on others not in 

its control to keep the system functioning under normal conditions or in single contingency conditions, that is, with 
one line or equipment out of service.  Luedtke, Tr. at 2235:5-10.  Under certain operating conditions, ComEd could 
use METRA facilities as a source of supply in the rare case of a second contingency.  Id. at 2235:10-13.  In response 
to this, METRA pointed to anecdotes showing that ComEd on occasion has asked METRA to maintain its breakers 
in the closed position.  Thompson, Tr. at 2236:1-5.  This turned out not to be a matter of necessity, but of 
convenience during maintenance operations to avoid the need to employ field switching to ensure backup supply.  
Luedtke, Tr. at 2235:14-22.  METRA also pointed to an incident five years ago in which a fire at a METRA 
substation put other ComEd customers out of service, but the ComEd system has been redesigned since then to 
avoid that happening again.  Thompson, Tr. at 2236:6-13. 
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Third, the Proposed Order does not say how the results of the suggested load flow study 

would be used, only that study would be performed.  While it seems apparent that the Proposed 

Order does not suggest that the study would have any effect of rates approved in this docket, the 

future use is unclear. 

For these reasons, the Proposed Order should be amended as set forth in Alternative A of 

Exception No. C-13. 

2. Awarding Rate Subsidies To The Railroads In 
Perpetuity Is Contrary To The Commission’s 
Goal Of Basing Rates On Cost, And Requires 
That, In Part, Other Public Interest Entities 
Bear The Burden Of Such Subsidies In 
Perpetuity 

The Proposed Order errs in concluding that the proposed rates for the railroad class 

ignore the Commission’s purported “directive” in the last rate case Order to minimize the rate 

shock to railroad customers.  Proposed Order at 215.  Although the Commission made certain 

policy statements in that Order that resulted in substantial rate subsidies for the railroads in that 

case, it did not suggest, let alone order, that ComEd perpetuate such subsidies in future rate 

cases.  Importantly, these “public policy” statements did not alter the Commission’s authority in 

this rate case proceeding, which is to (a) establish rates that are just and reasonable, and 

(b) ensure that the rates do not unduly discriminate between customers and customer classes.  

See 220 ILCS 5/9-101, 5/9-241.   

The Proposed Order’s conclusion on this issue fails to recognize that neither ComEd nor 

the Commission should be put in the untenable position of picking worthy causes and requiring 

that other customers subsidize the CTA’s and METRA’s use of ComEd’s electric distribution 

system.  Crumrine Reb., ComEd Ex. 30.0, 51:1148-50.  The Proposed Order also fails to 

recognize that the proposed percentage increase in rates for the railroads, in order to more closely 
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reflect the cost to serve the railroads, is due to the specific interclass subsidies created, at their 

request, in ComEd’s last rate case.  Crumrine Dir., ComEd Ex. 11.0 Corr., 6:128-29. 

For these reasons, the Proposed Order should be modified as set forth in Exceptions No. 

C-14. 

3. It Is Contrary To A Prior Commission Order 
And The Act To Consider The CTA Contract In 
This Proceeding 

The Proposed Order improperly directs ComEd to follow the provisions of the contract 

with the CTA “in setting proposed rates for the CTA in future rate cases.”  Proposed Order at 

217.  This directive ignores the Commission’s decision in ComEd’s last rate case and existing 

law and regulations.  Indeed, the Commission should not even consider the CTA contract as part 

of this rate case proceeding because it is inconsistent with its rate setting authority under the Act.  

See 220 ILCS 5/9-101, 5/9-241.  In ComEd’s last rate case, the railroad contracts were 

effectively amended by Rate BES-RR – Basic Electric Service-Railroad, which by its very 

language explicitly constituted an amendment to those contracts.  Moreover, the CTA and 

METRA contracts have since been effectively amended by other tariff revisions, such as those 

that implemented the competitive declaration provisions of Public Act 95-0481 (e.g., revisions of 

ComEd’s General Terms and Conditions that apply to all customers, including the railroads).  

Indeed, the CTA and METRA unilaterally amended the contracts when they began to take 

supply from an alternative provider.  The Commission’s decision in ComEd’s last rate case and 

the fact herein fail to support the Proposed Order’s conclusion on this point. 

Any concern expressed in the Proposed Order regarding the CTA’s rights is misplaced.  

The CTA has participated in this docket and has had the opportunity to present evidence on the 

reasonableness of the proposed rates.  Therefore, the language in the Proposed Order regarding 
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adherence to the provisions of the CTA contract should be stricken as set forth in Exceptions No. 

C-15.  

B. DOE’s Primary And Secondary Billing Proposal Is 
Contrary To The Manner In Which ComEd Bills Its 
Customers And Ignores The Costs Associated With 
Modifying Its Billing System 

The Proposed Order errs in approving the DOE’s recommendation that customers in the 

High Voltage Delivery Class served at multiple points with some lines entering the premises at 

voltages below 69,000 volts be assigned to two delivery service classes.  Proposed Order at 219.  

As demonstrated by ComEd’s evidence and post-hearing briefs, the applicable Customer Charge 

and Standard Metering Service Charge for such customers should be determined based upon 

whether the predominance of the customer’s load is served from high voltage lines entering the 

customer’s premises, because such a distinction involves less than four percent of the load of the 

High Voltage class.  Alongi/Jones Sur., ComEd Ex. 45.0, 15:291-26.  Moreover, the creation of 

two distinct customer designations for each high voltage customer that has some electric lines 

entering the premises at voltages under 69,000 volts is inconsistent with the definition of a retail 

customer.  ComEd Init. Br. at 109-10; ComEd Rep. Br. at 141-42.   

Adoption of this recommendation will create an unreasonable administrative burden 

requiring ComEd to modify its systems to allow the application of two distinct demand-based 

delivery classes to a single customer for a group of only 28 customers.  ComEd Init. Br. at 109-

10; ComEd Rep. Br. at 141-42; Alongi, Tr. at 2082:5-19.  Importantly, the Proposed Order also 

fails to recognize that the additional costs incurred by ComEd in implementing this billing 

modification should be imposed upon the customers receiving the purported benefit of the new 

billing arrangement.  Accordingly, the DOE’s proposal should be rejected. 
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If the Commission does adopt DOE’s proposal, it should make two additional findings.  

First, the Commission should direct that the costs associated with modifying its billing system be 

allocated to those 28 customers demanding this modification.  Second, as a rate administration 

simplification, the Order should not differentiate the Customer Charge or Standard Metering 

Service Charge based on whether the predominance of a customer’s load is served from high 

voltage lines entering the customer’s premises.  ComEd makes this proposal because only six 

customers in the High Voltage class would be charged a Customer Charge and Standard 

Metering Service Charge that is different than the Customer Charge and Standard Metering 

Service Charge that would apply to the rest of the customers in the High Voltage class.  In 

addition, the difference in the charges would be minimal, as demonstrated by ComEd’s response 

to the ALJ’s post-record data request. 

For these reasons, the Proposed Order should be amended as set forth in Exception No. 

C-16. 

C. Existing Riders [And Rates] 

1. Rider ACT 

The Proposed Order properly approves ComEd’s modified proposal to phase-out Rider 

ACT and rejects REACT’s objection to the proposal.  Proposed Order at 220.  The Proposed 

Order should be modified to add specific language finding ComEd’s revised proposal on Rider 

ACT to be just and reasonable.  Therefore, the Proposed Order should be amended as set forth in 

Exception No. C-17.   

D. REACT’s Claims Concerning Competitive Retail 
Market Development Issues Were Properly Rejected 

ComEd concurs with the Proposed Order’s rejection of REACT’s claims concerning the 

development of retail competition.  Proposed Order at 225.  However, consistent with the 
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amendments discussed in Section VII. C. above, the Proposed Order should be amended to strike 

the conclusion that “an appropriate measure of customer costs currently assigned to distribution 

customers should be assigned to ‘supply only’ customers.”  Id.  As ComEd demonstrated, there 

is no evidentiary support for the conclusion.  Thus, the Proposed Order should be amended as set 

forth in Exception No. C-18. 

IX. OTHER RATE ISSUES 

A. Finding 12 Is Contrary To The Act, Inconsistent With 
Established Commission Practice, And Will Impose 
Significant Financial Harm On ComEd 

Once the Commission enters an order establishing new rates, a utility is entitled to begin 

recovering those rates as soon as practicable.  The Act recognizes the importance of resolving 

tariff issues in a timely fashion when it imposes a statutory deadline for Commission Action.  

220 ILCS 5/9-201.  Under the Act, a utility can expect a decision and establish new rates 

approximately 11 months after the initial tariff filing.  In this instance, the Proposed Order, 

through Finding 12, improperly extends that time frame by at least 30 days stating that:  

(12) new tariff sheets authorized to be filed by this Order should reflect an 
effective date not less than thirty (30) days after the date of filing, with the tariff 
sheets to be reviewed by the Rates Department of the Commission, and corrected, 
if necessary, within that time period. 

Proposed Order at 228 (emphasis added).  It appears that the Proposed Order erroneously 

adopted a similar finding from ComEd’s late rate case, Docket No. 05-0597.  As currently 

written, Finding 12 is contrary to the Act, inconsistent with Commission practice and will 

financially penalize ComEd.  

Traditionally, Commission rate orders have allowed utilities’ tariff compliance filings to 

become effective three to five days after the tariffs are filed.  Docket No. 04-0779, Order at 196, 

Finding 12 (tariffs effective not less than 3 days after filing); Docket No. 07-0241/07-0242 
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consol., Order at 318, Finding 20 (tariffs effective not less than 3 days after filing).  Such orders 

have provided Staff with three days to review the compliance filing.  As such, new tariffs go into 

effect in a far shorter period that what is contemplated in Finding 12.  A shorter time period is 

reasonable and consistent with the Act, as it recognizes that a utility should begin recovering its 

new rates in as timely a fashion as practicable.   

It appears that the Proposed Order simply adopted the language from ComEd’s last rate 

case.  Docket No. 05-0597, Order at 306, Finding 12 (July 26, 2006).  In that case, however, 

ComEd’s tariffs could not go into effect for more than five months after that order was entered, 

or until January 2, 2007, which was the end of the mandatory transition period.  Consequently, in 

that instance a 30 day period before compliance tariffs could go into effect was reasonable.  

Notably, though, in its Order on Rehearing the Commission stated that ComEd’s compliance 

tariffs could go into effect not less than three days after filing.  Docket No. 05-0597, Order on 

Reh’g at 75, Finding 10 (Dec. 20, 2006). 

As written, Finding 12 will cost ComEd millions of dollars in revenue by virtue of the 

fact that new rates are precluded from going into effect for 30 days after an order is entered.  

Such a result is neither reasonable nor appropriate.  ComEd is entitled to start recovering its new 

revenues as soon as practicable.  There simply is no basis, and no party has asserted one, to 

impose a minimum 30 day delay in the implementation of new tariffs.  For the foregoing reasons, 

the Commission should revise Finding 12 consistent with the language in Exception No. C-19. 

X. CONCLUSION 

For the reasons stated herein and in ComEd’s Initial and Reply Briefs, ComEd 

respectfully requests that the Commission modify the Proposed Order as provided in the 

Exceptions filed contemporaneously herewith. 
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Docket 07-0566
July 24th, 2008

Commonwealth Edison Company
Brief on Exceptions 

Proposed Adjustments
$ in Millions

Rate Base 
Impact 

 Revenue 
Increase Impact 

ALJ Proposed Order 6,150.6$              218.4$                 

Reject Depreciation Reserve Adjustment 693.6                   79.3                     

Reject ADIT Adjustment (associated with Depreciation Reserve 
Adjustment above) 88.3                     10.1                     

Remove Third Quarter 2008 Pro Forma Capital Additions (175.7)                  (25.7)                    

Reduce New Business Revenue Credit Associated with removal 
of third quarter capital additions -                         3.8                       

Adjust 1st and 2nd Quarter 2008 Pro Forma Capital Additions 
for actual results (40.0)                    (4.8)                      

Incorporate adjustments related to Original Cost Audit issues as 
identified in ComEd/Staff Stipulation (22.7)                    (7.9)                      

Uncollectibles Expense Adjustment -                         0.4                       

Total 6,694.0$             273.6$                
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Commonwealth Edison Company
Brief on Exceptions

Jurisdictional Operating Statement
For the Year 2006

(In Thousands)

 Line 
No.  Description 

 ALJ Proposed Order 
Appendix A, Page 1, 

Column D  Adjustments (page 3) 

 Pro Forma Jurisdictional 
Operating Income with 

Adjustments  Proposed Increase 
Jurisdictional Operating 

Income 
(A) (B) (C) (D) (E) (F)

1 Operating Revenues 1,687,492$                    -$                               1,687,492$                    273,573$                       1,961,065$                    
2 Other Revenues 132,761                         (3,758)                            129,003                         -                                 129,003                         

3 Total Operating Revenues 1,820,253$                    (3,758)$                          1,816,495$                    273,573$                       2,090,068$                    

4 Operating Expenses
5 Production -$                               -$                               -$                               -$                               -$                               
6 Transmission -                                     -                                     -                                     -                                     -                                     
7 Regional Market Expense -                                     -                                     -                                     -                                     -                                     
8 Distribution 310,586                         -                                     310,586                         -                                     310,586                         
9 Customer Accounts Expenses 145,595                         (27)                                 145,568                         1,997                             147,565                         
10 Customer Service and Informational Exp. 8,462                             -                                     8,462                             -                                     8,462                             
11 Sales Expenses -                                     -                                     -                                     -                                     -                                     
12 Administrative and General Expenses 330,887                         (333)                               330,554                         -                                     330,554                         
13 Depreciation & Amortization Expense 355,623                         (10,284)                          345,339                         -                                     345,339                         
14 Taxes Other Than Income 155,780                         -                                     155,780                         -                                     155,780                         
15 Regulatory Debits 34,415                           -                                     34,415                           -                                     34,415                           
16 Accretion Expense -                                     -                                     -                                     -                                     -                                     
17       Total Operating Expenses 1,341,348$                    (10,644)$                        1,330,704$                    1,997$                           1,332,701$                    

18 Income Taxes
19 State Income Taxes 4,465$                           1,188$                           5,653$                           19,825$                         25,478$                         
20 Federal Income Taxes 34,931                           (5,294)                            29,637                           88,126                           117,763                         
21 Deferred Taxes 55,714                           (1,211)                            54,503                           -                                     54,503                           
22 ITC's Net -                                     -                                     -                                     -                                     -                                     
23       Total Income Taxes 95,110$                         (5,317)$                          89,793$                         107,951$                       197,744$                       

24 Net Utility Operating Income 383,795$                       12,203$                         395,998$                       163,625$                       559,623$                       
should be
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July 24th, 2008

Commonwealth Edison Company
Brief on Exceptions

Summary of Utility Adjustments
(In Thousands)

Estimated Revenues
2007 DST Rate Plant in Service From New Business
Case Expenses OCA Pro Forma adds

Effect of Actual vs. Remove Q3 2008 ComEd Ex. 40.01 ComEd Ex. 40.01 ComEd Ex. 40.01 Subtotal
Line Projected Additions Pro Forma Schedule RR-2 Schedule RR-2 Schedule RR-2 Interest Jurisdictional
No. for Q1 and Q2 2008 Capital Additions Page 1, Column F Page 1, Column I Page 1, Column G Synchronization Adjustments

(B) (C) (D) (E) (F) (G) (H)

1 Operating Revenues -$                           -$                           -$                           -$                           -$                           -$                           -$                           
2 Other Revenues -                             -                             -                             -                             (3,758)                    -                             (3,758)                    

3 Total Operating Revenues -$                           -$                           -$                           -$                           (3,758)$                  -$                           (3,758)$                  

4 Operating Expenses
5 Production -$                           -$                           -$                           -$                           -$                           -$                           -$                           
6 Transmission -                             -                             -                             -                             -                             -                             -                             
7 Regional Market Expense -                             -                             -                             -                             -                             -                             -                             
8 Distribution -                             -                             -                             -                             -                             -                             -                             
9 Customer Accounts Expenses -                             -                             -                             -                             (27)                         -                             (27)                         
10 Customer Service and Informational Exp. -                             -                             -                             -                             -                             -                             -                             
11 Sales Expenses -                             -                             -                             -                             -                             -                             -                             
12 Administrative and General Expenses -                             -                             (333)                       -                             -                             -                             (333)                       
13 Depreciation & Amortization Expenses 230                        (5,568)                    -                             (4,946)                    -                             -                             (10,284)                  
14 Taxes Other Than Income -                             -                             -                             -                             -                             -                             -                             
15 Regulatory Debits -                             -                             -                             -                             -                             -                             -                             
16 Accretion Expense -                             -                             -                             -                             -                             -                             -                             
17      Total Operating Expenses 230$                      (5,568)$                  (333)$                     (4,946)$                  (27)$                       -$                           (10,644)$                

18 Income Taxes
19 State Income Taxes (688)$                     3,194$                   73$                        361$                      (272)$                     (1,480)$                  1,188$                   
20 Federal Income Taxes (155)                       718                        325                        1,605                     (1,211)                    (6,576)                    (5,294)                    
21 Deferred Taxes 753                        (1,699)                    (265)                       -                             -                             -                             (1,211)                    
22 ITC's Net -                             -                             -                             -                             -                             -                             -                             
23      Total Income Taxes (90)$                       2,213$                   133$                      1,966$                   (1,483)$                  (8,056)$                  (5,317)$                  

24 Net Utility Operating Income (140)$                     3,355$                   200$                      2,980$                   (2,248)$                  8,056$                   12,203$                  

Description
(A)
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Summary of Utility Adjustments To Test Year Rate Base 
(In Thousands)

ALJ Proposed Order Remove Q3 2008 Plant in Service
Depreciation Pro Forma Cap Adds OCA

ALJ Proposed Order Reserve \ ADIT Effect of Actual vs. ComEd Ex. 40.01 ComEd Ex. 40.01 Pro Forma Plant Total
Line Appendix, Page 4 Appendix, Page 5 Planned Additions Sch. RB-1 Sch. RB-1 Retirements Rate Base
No. Description  Column D Column G Q1 and Q2 2008 Column I Column J Plant in Service (a) with Adjustments

(A) (B) (C) (D) (E) (F) (G) (H)

1 Plant-in-Service
2 Distribution Plant 13,249,635$           -$                       (59,936)$                (152,393)$              (35,746)$                21,703$                  13,023,263$           
3 General and Intangible Plant -                         -                         18,947                   (19,362)                  -                         -                         (415)                       
4 Subtotal 13,249,635$           -$                       (40,989)$                (171,755)$              (35,746)$                21,703$                  13,022,848$           

5 Accumulated Depreciation & Amortization
6 Distribution Plant (5,385,103)$           693,553$                2,758$                   (7,407)$                  12,000$                  (21,703)$                (4,705,902)$           
7 General and Intangible Plant -                         -                         (1,018)                    1,770                     -                         -                         752                        
8 Subtotal (5,385,103)$           693,553$                1,741$                   (5,637)$                  12,000$                  (21,703)$                (4,705,150)$           

9 Construction Work in Progress 33,682$                  -                         -                         -                         -                         -                         33,682                   
10 Materials & Supplies Inventories 33,094                   -                         -                         -                         -                         -                         33,094                   
11 Accumulated Deferred Income Taxes (1,464,395)             88,297                   (753)                       1,699                     1,000                     -                         (1,374,153)             
12 Regulatory Assets 9,432                     -                         -                         -                         -                         -                         9,432                     
13 Deferred Debits -                         -                         -                         -                         -                         -                         -                         
14 Operating Reserves (260,537)                -                         -                         -                         -                         -                         (260,537)                
15 Asset Retirement Obligation (36,195)                  -                         -                         -                         -                         -                         (36,195)                  
16 Other Deferred Credits (16,898)                  -                         -                         -                         -                         -                         (16,898)                  
17 Customer Advances (12,065)                  -                         -                         -                         -                         -                         (12,065)                  
18 Accumulated Investment Tax Credits (20)                         -                         -                         -                         -                         -                         (20)                         

19 Total 6,150,630$             781,850$                (40,001)$                (175,694)$              (22,746)$                -$                       6,694,039$             

(a) Represents the adjustment for retirements for the effect of Columns D and E. There is no effect on rate base.




