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M E M O R A N D U M___________________________________________________ 
 
TO: The Commission 
 
FROM: Leslie Haynes and Terrance Hilliard, 

Administrative Law Judges 
 
DATE: August 13, 2008 
 
SUBJECT: Commonwealth Edison Company 
 

Proposed general increase in electric rates. (Tariffs filed 
October 17, 2007). 

 
RECOMMENDATION: Adopt the attached Order. 

 

This memo follows the outline contained in the Order and provides a brief 
summary of some of the more contentious or important issues. 

I. Introduction 

On October 17, 2007 Commonwealth Edison (“ComEd” or the “Company”) filed a 
petition for a general rate increase.  In addition to ComEd and Commission Staff, other 
parties appearing in the case as intervenors included the Citizens Utility Board (“CUB”); 
People of the State of Illinois (“AG”) (collectively, the AG and CUB are referred to as 
“AG/CUB”); the City of Chicago (“City”); Illinois Industrial Energy Consumers (“IIEC”); 
American Association of Retired Persons (“AARP”); the Building Owners and Managers 
of Chicago (”BOMA”); the Commercial Group (“CG” an ad hoc group composed of the 
Illinois Retail Merchants Association, Best Buy Co, Inc., J.C. Penny Corporation Inc., 
Macy’s Inc., Safeway, Inc. and Wal-Mart Stores, Inc.); Constellation NewEnergy, Inc. 
(“CNE”); the Chicago Transit Authority (“CTA”); United States Department of Energy 
(“DOE”); International Brotherhood of Electrical Workers, AFL-CIO (Local 15) (“IBEW”); 
the Kroger Company (“Kroger”); Northeast Illinois Commuter Regional Commuter 
Railroad Corporation, d/b/a Metra (“Metra”); Nucor Steel Kankakee, Inc. (“Nucor”); 
Request Equitable Allocation of Costs Together (“REACT” comprised of: A. Finkl & 
Sons, Co., Alsip Paper Condominium Association, Aux Sable Liquid Products, LP., The 
City of Chicago, Commerce Energy, Inc., Flint Hills Resources, LLC, Integrys Energy 
Services, Inc., PDV Midwest Refining LLC, United Airlines, Inc., and Wells 
Manufacturing, Inc.); and Retail Energy Supply Association (“RESA”).  

The Proposed Order (“PO”) was served on the parties on July 10, 2008. Briefs on 
Exceptions were filed July 24, 2008.  Replies to Exceptions were filed July 31, 2008. 
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The deadline in this matter is September 14, 2008.  The final scheduled Commission 
bench session prior to the statutory deadline is September 10, 2008.  

II. Overall Revenue Requirement 

The attached Order recommends a 12.72% increase in ComEd’s rates.  The 
ALJs’ Proposed Order recommended a 12% increase.  The difference is due to: 1) a 
change in the manner that the balance of accumulated depreciation is calculated (it 
uses the IIEC’s figure and not the AG’s), 2) a change in the calculation of ADIT based 
on the Economic Stimulus Act, and 3) it includes the Company’s Original Cost Audit 
expense. 

III. Test Year 

The attached Order adopts the 2006 test year, which was undisputed. 

IV. Rate Base 

ComEd and Staff filed a Stipulation that was not adopted in the attached Order. 
The ALJs did not adopt the Stipulation because of the proposed resolution of the 
Company’s pro forma capital additions and the corresponding accumulated provisions 
for depreciation and amortization.  The ALJs believe that the Company’s unprecedented 
pro forma capital additions and the principle underlying the test year require that the 
Stipulation be rejected.  To ensure that the rates established reflect the costs that may 
be experienced when the rates go into effect, it is necessary to reflect the growth in the 
balance of accumulated depreciation on the embedded plant in service that will also 
occur during the period the post-test year plant additions are recognized. 

In their briefs on exceptions, Staff and ComEd state that they have reached a 
new agreement that accepts the PO’s conclusions on all rate base, operating expenses 
and rate of return issues except 1) the pro forma additions would be limited to the first 
two quarters of 2008, 2) the PO’s adjustments to the Depreciation Reserve, and 3) the 
PO’s adjustment to Accumulated Deferred Income Taxes (ADIT).  This new agreement 
results in a higher revenue requirement than that contained in the Order.   

Under rate base, Staff’s adjustment for underground cable is also contested.  
This issue revolves around whether the Company has provided Staff with enough 
information.  The attached Order agrees with Staff that the Company has not provided 
enough information.  The Order recognizes that the Company is not required to keep 
the information in exactly the manner requested by Staff and, therefore, reduces Staff’s 
adjustment by approximately 75%.   

V. Operating Expenses 

The attached Order adopts Staff’s proposed adjustments to the Company’s 
incentive compensation expenses for 100% its AIP costs related to the financial net 
income goal which primarily benefits shareholders.  Staff’s adjustment regarding the 
LTIP programs is also adopted because ComEd has not provided the Commission with 
any evidence that its LTIP legislative and regulatory goals, which essentially reward 
ComEd for filing rate cases and proposing new rate riders, benefit ratepayers.  With 
respect to the Company’s Total Cost goals, the Order does not adopt Staff’s adjustment 
because no reason has been given to overrule the decision in the last rate case.  
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The attached Order allows the Company to recover the amortized 2005 rate 
expense as approved by the Commission in Docket 05-0597, but does not allow the 
Company to update that amount based on the amount it actually spent.  Also, the Order 
allows the Company to recover its rehearing expenses from Docket 05-0597 that were 
incurred during the 2006 test year. 

VI. Rate of Return 

The capital structure of the Company and its cost of long term debt were 
uncontested.  Values for the cost of common equity were proposed by ComEd, IIEC , 
the AG and Staff.  ComEd’s value was 10.75%.  IIEC argued for 10.2%. Staff’s 
calculations yielded a value of 10.3%.  CUB suggested 7.7% based upon analyses and 
studies not generally accepted by utility regulators. The attached Order finds that Staff’s 
calculation of 10.3% is the most well reasoned and appropriate value. 

VII. New Riders 

Rider SMP (system modernization projects), as proposed by the Company in its 
Surrebuttal testimony, was approved for the limited purpose of allowing the Company to 
proceed with Phase 0 of its proposed Automatic Metering Infrastructure project.  ComEd 
is also directed to complete a report of the outcome of Phase 0.  The Order directs that 
a statewide collaborative be initiated to consider Smart Grid issues and the Company’s 
report from Phase 0.  The collaborative will be followed by a docketed proceeding 
where the Commission can adopt specific Smart Grid goals.  After the completion of 
that docket, the Company may re-file its request for rider treatment of Smart Grid costs. 

Rider SEA (storm expense adjustment) is denied in the Order.  It finds that storm 
expenses are adequately addressed through base rates and the Company has not 
shown a compelling reason for recovering these expenses through a rider. 

VIII. Cost of Service 

In this case, ComEd filed an embedded cost of service study (“ECOSS”) that 
assigned costs to the various rate classes.  ComEd argued that this ECOSS was similar 
to those approved in its previous distribution cases. Intervenors argued that the ECOSS 
was not used to set rates for the larger non-residential classes in the last two cases and 
that there were other differences in the first distribution case distinguishing the 
application of the ECOSS from this case.    

Although the overall average rate increase initially sought by ComEd was 21%, 
the proposed rate increases for the high voltage classes ranged from 121% to 225%. 
ComEd contended that these classes had been paying less than the cost of service and 
that these proposed rate increases removed preexisting subsidies in the cost of service.  
These Intervenors argued that inaccuracies in the ECOSS made a determination of 
whose cost of service exceeded their rates undeterminable.  

Staff argued that the ECOSS should be rejected in favor of an across the board 
increase because of the large recent increases in the cost of electric service. Staff said 
that the impact of large rate increases based on the ECOSS would have a detrimental 
effect on most rate payers.   
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Many of the Intervenors agreed that the ECOSS should be scrapped for other 
reasons. One of their objections was that the ECOSS failed to distinguish between the 
primary and secondary distribution systems. The high voltage classes received no 
benefit from the secondary system but were being charged as much as $89 million of 
these costs. The CTA argued that if these costs were properly assigned, its rates 
without the proposed large increase would exceed the cost of service.  

REACT and some other Intervenors also objected to the failure of the ECOSS to 
assign a significant portion of customer care costs specifically to bundled supply 
customers.   

Other parties such as Kroger, BOMA and the Commercial Group favored the 
ECOSS despite its flaws because it lessened their comparative share of the rate burden 
arising from an across the board rate increase.   

On rebuttal, ComEd offered a mitigation plan phasing in its new rate structure for 
the most severely impacted classes in two equal installments. Half of the increase 
would take effect with the Commission’s Order in this case. The other half would take 
effect after ComEd’s next rate filing to avoid “rate shock.” This plan essentially 
committed the Commission to imposing large equal rate increases on the high voltage 
classes in this case and ComEd’s next rate case based upon the existing ECOSS.  

The Order requires a change in the future ECOSS filings relating to street lighting  
rates that failed to take in to account that 75% of City lighting is owned and maintained 
by the City rather than ComEd.  

The City also sought other changes differentiating multifamily residential 
customer rates from those of newer high energy use single family homes. ComEd 
witnesses had testified that the need for the rate increase was due to expansion and 
increase in demand in outlying areas. The City argued that this demand was from usage 
and construction costs for larger homes and infra-structure to serve those homes in 
outlying areas served by more expensive underground cables. The City contended it is 
unjust to charge residents of older established neighborhoods higher rates for costs that 
they did not cause. In spite of ComEd testimony that the increase was driven by costs in 
outlying areas, it countered City arguments by asserting that costs in the City were 
comparable to those in developing areas. The Order rejects the City’s request for a 
regional surcharge but directs ComEd to study and provide information in its next rate 
filing about usage costs for components of residential service currently billed on a per 
customer basis.   

The Order also directs residential uncollectible bill expense to be spread across 
the residential classes rather subdivided by class.  

The Order rejects the ECOSS in favor of an across the board increase because 
of Staff’s arguments about the overall increase in electric service costs and because 
problems with the ECOSS make it impossible to determine whether the proposed class 
rate increases are accurately related to their cost of service. 

The CTA, in its brief on exceptions, argues that ComEd should pre-file its cost of 
service study before its next rate filing.  The attached Order recognizes that the 
statutory time limit for rate cases makes it difficult for intervenors to adequately analyze 
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and prepare opposing positions to new cost of service studies which are among the 
most complex and technical elements of rate filings.  However, it agrees with ComEd 
that existing regulations do not provide for pre-filing.  The ALJs think it is worth exploring 
whether regulations to require pre-filing of the COSS would be practical and beneficial 
to the ratemaking process. The Order provides for Staff to workshop this question and 
to file a docket to implement suggested rule changes.  

IX. Rate Design Issues 

Residential Customer Charge 

The City proposes that the monthly customer charge should be reduced from $10 
for low use, single and multifamily City customers because of their lower usage and 
lower cost of service. The Order rejects the City’s proposal that the Commission reduce 
the customer charge for residential customers to $3, because in this instance adhering 
to a cost based allocation is reasonable.  

Non-Residential Space-heating customers 

BOMA again requests that a separate class for nonresidential electric space heat 
customers be established.  There is no basis in this record to conclude that it costs 
ComEd less to serve nonresidential customers who use some of their electric service 
for space heating. Nor is there a public policy issue which would justify a deviation from 
a cost causing allocation.  The Order rejects BOMA’s proposal to establish a separate 
class or distribution charge for nonresidential electric space heat customers and makes 
them subject to the same general rate increase as other rate classes.  

Railroad customers 

The CTA and Metra presented evidence that power provided to them also flows 
to and is used by other ComEd customers.  The evidence presented does not prove 
that railroad facilities are essential to reliable service of ComEd’s customers, and does 
not justify preferential rate treatment on that basis. The Order finds the evidence was 
sufficient to warrant further study.  The Order directs ComEd to consult with the CTA 
and Metra to conduct a study to determine the value and use of Railroad Class facilities 
by ComEd to serve other customers. 

The Order finds that the ECOSS, which originally proposed a 124% increase for 
the railroad class, ignores the Commission’s explicit directive in Docket 05-0597 to limit 
rate increases to providers of public transportation for public policy reasons. It directs 
ComEd to take this directive into account in preparing for the next rate case. 

The Order reiterates the directive to ComEd in Docket 05-0597 to follow the 
provisions of its contracts with Metra and the CTA when not countermanded by a 
Commission Order. The Order again encourages ComEd to negotiate updated 
contracts with the railroad class for the delivery of power. 

Primary/Secondary Billing  

The Commission ordered ComEd to separate the low voltage portion of high 
voltage customers bills in Docket 05-0597. This requirement was subsequently 
temporarily suspended (and never reinstated) after ComEd’s request on rehearing for 
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the limited purpose of facilitating new rates on an expedited basis.  The Order reinstates 
the directive to ComEd to separately bill the low voltage portion of service to both 
subclasses of High Voltage Delivery Class customers.   

Revised Distribution Loss Factors 

The Order finds ComEd’s Distribution Loss Factors (“DLFs”) to be reasonable 
and supported by the record. The Order rejects REACT’s suggestions that they be 
modified or computed on a customer-by-customer basis. Determining individual DLFs 
would unnecessarily increase the complexity of rate hearings. 

Competitive Retail Market Development Issues 

The Order finds that REACT’s assertion that ComEd has hindered development 
of a retail competitive market is not supported by the record.  

X. Revenues 

There are no disputed issues under revenues. 

XI. Other  

Annual Reporting on Changes in Accounting Policy 

Staff recommended that ComEd provide notice to the Manager of the 
Commission’s Accounting Department of ComEd’s intent to change its capitalization 
policy where such change is expected to result in an annual change in amounts 
capitalized of at least $10 million or its property unit catalog where such change is 
expected to result in an annual change in amounts capitalized of at least $1 million.  
The Order adopts Staff’s recommendation.   

Response to ALJ Post –Record Data Request 

ComEd’s response to the ALJ Post-Record Data Request failed to differentiate 
between the two high voltage classes in setting rates. IIEC performed these calculations 
and included them in its Reply to ComEd’s Response to the Post Record Data Request. 
Subsequently, this issue was briefed by ComEd, DOE and IIEC. The Order finds that 
the rates for the two high voltage classes calculated by IIEC in its reply are consistent 
with the rate increase contained in this Order.    

In conclusion, we recommend that the Commission adopt the attached Order. 

 

LH:TH:jt 

 


