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Michael Guerra (ComEd Ex. 1.0) 
List of Issues & Major Conclusions 

 

Rate Case Overview 
 Despite extensive cost control efforts that have led to over $85 million in 

cost reductions, ComEd needs a $396 million rate increase to recover its 
delivery services costs.  Nearly two-thirds of this need is driven by the need 
to invest in its system and by increases in the costs of pensions and other 
employee benefits.   

 The resulting increase in the delivery bill of an average residential customer 
will be less than $6 per month.  Lower electricity prices in 2011 should 
reduce that impact significantly.  ComEd also provides customers with a 
number of efficiency and related programs that allow them to more than 
offset the entire increase.  Moreover, ComEd proposes continuing, through 
an alternative regulation plan, significant low income customer assistance.   

 Since the 2007 Rate Order, ComEd has continued to invest in important 
infrastructure projects to maintain and improve reliability and to develop and 
implement innovative technologies.  The total cost of required capital 
projects and of operating and maintaining ComEd’s system exceeds $2 
billion annually.  This spending and investment is not only necessary for 
ComEd to maintain the reliability and safety of its service, but is also an 
important economic driver with significant ripple effects on the state’s 
economy.  

 The U.S. electric utility industry generally shares the same cost challenges as 
ComEd, and has responded by filing for rate increases across the nation.  
Most proposed rate increases far exceed that requested by ComEd.  Even 
after ComEd’s requested increase, its rates will be below the average of the 
ten largest U.S. metropolitan areas.  Finally, even with the full increase, 
ComEd’s rates will have increased far less since the late ‘90s than the price 
of many other important goods and services – and far less than inflation.  In 
real dollars, ComEd’s total rates have decreased.   

 

Alternative Regulation 
 ComEd will introduce an alternative regulation pilot.  We believe that, at 

least for certain types of initiatives, the traditional ratemaking process is 
flawed.  By its very nature, it is both retrospective and unduly litigious.  
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This, in turn, creates regulatory uncertainty and discourages long term 
investment planning.  Traditional ratemaking also does not maximize 
utilities’ incentives to become more efficient.  We believe that this 
alternative regulation pilot will bring stakeholders together to begin to 
develop a framework that reduces regulatory uncertainty and increases 
capital investment, while at the same time increasing efficiency and 
improving ratepayer protections. 

 The proposed pilot, which meets all of the requirements of Section 9-244 of 
the Public Utilities Act, is intended to test how an alternative might work 
without putting customers at risk.  ComEd will show that the proposed plan 
is better for customers than the traditional rate case process.   

 ComEd proposes to test this alternative in the context of several different 
kinds of projects.  Those projects will include an electric vehicle pilot, 
accelerated reinvestment in urban underground facilities, and a low-income 
customer assistance program.  The alternative regulation pilot will also 
provide a mechanism for timely implementation of Commission-approved 
smart technology investments.   

 The plan is discussed in testimony in this case and we expect to file the plan 
itself 60 days after this filing.   
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Geoffrey Hewings (ComEd Ex. 2.0) 
List of Issues & Major Conclusions 

 

 Shows the significant impact on jobs and regional spending of ComEd’s 
expenditures for construction and operations and maintenance. 

 Describes the statistical model that was used to estimate the ripple effects 
that ComEd’s expenditures have in other sectors of the Chicago regional 
economy. 

 Concludes that ComEd’s representative annual spending has an overall 
effect of $3.2 billion in production expenditures and 20,400 associated jobs 
on the Chicago regional economy. 
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Dr. Juan Andrade (ComEd Ex. 3.0) 
List of Issues & Major Conclusions 

 

 ComEd’s commitment to corporate social citizenship is exemplary; it is a 
commitment that is also embraced by ComEd employees, including its most 
senior-level executives. 

 ComEd’s approach to community involvement and reinvestment is 
qualitatively different from those of other large area corporations, and has 
led ComEd to establish innovative programs to support the communities it 
serves. 

 ComEd’s community involvement activities have supported and strengthend 
in numerous ways the educational and employment opportunities in the 
communities in which its customers work, live, and raise their families. 
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Joseph R. Trpik, Jr., CPA (ComEd Ex. 4.0) 
List of Issues & Major Conclusions 

 

Financial Condition and Need For A Rate Increase 
 ComEd’s commitment to reliable and safe operations requires significant 

capital and operating expenditures at a time when economic conditions and 
energy efficiency efforts have resulted in lower load and revenue growth.  

 Since 2007, ComEd has invested nearly $2 billion in its system.  Aggressive 
cost control and an uncollectible rider enabled ComEd to avoid a rate case 
last year, but existing rates based on an adjusted 2006 test year are 
insufficient to maintain ComEd’s financial health and to pay the many 
increased costs that are beyond its control, for example, for employee 
pension and postretirement benefits.    

  ComEd’s financial health is critical because it provides access to capital 
needed to make investments, both from internally generated funds and from 
the credit markets. 

 ComEd’s requested return on equity of 11.1% plus a .40% energy efficiency 
and demand response adder to address the financial risk and adverse 
financial effects resulting from achieving the State’s energy efficiency goals 
is supported by the testimony of expert witnesses with extensive experience 
in the utility industry.  

 ComEd’s incentive compensation programs meet the Commission’s cost 
recovery standards and include only performance metrics approved by the 
Commission. 

 Services provided to ComEd by Exelon Business Services Company are 
subject to extensive oversight mechanisms and cost containment efforts, and 
the costs of those services are reasonable.  
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Susan D. Abbott (ComEd Ex. 5.0) 
List of Issues & Major Conclusions 

 

 As a long-time institutional investor and rating agency analyst, Ms. Abbott 
explains the importance to utilities generally, and ComEd in particular, of 
maintaining sound credit ratings and therefore access to reasonably priced 
capital. 

 Access to reasonably priced capital is particularly important in times of 
considerable stress in the capital markets, like the present. 

 The previous rate order of the Commission in ComEd’s 2007 Rate Case was 
instrumental in allowing ComEd to improve its credit rating, and further 
supportive action by the Commission is necessary, especially in light of the 
recent rate order in Ameren, if ComEd is to improve or even maintain its 
present rating. 

 ComEd currently has the lowest investment grade rating assigned to utilities 
and is one of only nine transmission and distribution utilities nationwide 
with so low a rating (two others are also Illinois utilities). 
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Kathryn M. Houtsma & Martin G. Fruehe  
(ComEd Ex. 6.0) 

List of Issues & Major Conclusions 
 

 ComEd’s total delivery services revenue requirement (“revenue 
requirement”) is $2.337 billion, reflecting an increase of $396 million over 
ComEd’s revenues under current rates. 

 The methodology used to determine ComEd’s revenue requirement is 
described and the factors reflected in the methodology, including the rate 
base, operating expenses, and miscellaneous revenues, are explained. 

 The increase in ComEd’s revenue requirement is driven primarily by 
increases in plant investment, depreciation expense, employee costs for 
pension and retiree health care benefits and cost of capital since the last 
proceeding. 

 The schedules and documentation that support the calculation of ComEd’s 
revenue requirement are provided with this testimony. 
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Nagendra Subbakrishna (ComEd Ex. 7.0) 
List of Issues & Major Conclusions 

 

 The cash working capital requirements associated with jurisdictional 
delivery service operations of ComEd are $95.7 million.  
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Terence R. Donnelly (ComEd Ex. 8.0) 
List of Issues & Major Conclusions 

 

Operations Overview 
 Describes ComEd’s delivery operations and the nature of its “Wires Only” 

business. 

 
Rate Base 

 Supports ComEd’s cumulative net plant additions between July 1, 2008 and 
June 30, 2011 in the amount of $2,113 million, which ComEd seeks to add 
to rate base in this proceeding. 

 Explains the rigor of the ComEd processes through which infrastructure 
improvements (plant additions) are identified, vetted, challenged, and 
ultimately installed. 

 
Operating Expenses 

 Describes and supports the operations and maintenance (“O&M”) expenses 
incurred by ComEd’s Operations that are included in the revenue 
requirement. 

 Explains ComEd’s successful cost control efforts that resulted in a reduction 
of approximately $85 million in O&M expenses in the test year (2009). 

 Describes how ComEd monitors and closely manages O&M costs to ensure 
that they are reasonable in amount and prudently incurred. 
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Michael B. McMahan (ComEd Ex. 9.0) 
List of Issues & Major Conclusions 

 

Major Rate Base Additions 
 Supports six largest infrastructure improvement investments ComEd has 

made since its last rate case, adding $70 million to rate base. 

 Supports major routine infrastructure investments made through “blankets.”  

 Explains rigor of processes ComEd uses to ensure that major asset 
investments are prudent and made at reasonable cost. 

 
Operating Expenses 

 Explains and supports tree trimming (vegetation management) test year 
(2009) expenses of $47 million. 

 
Functionalization 

 Explains and supports functionalization between Distribution and 
Transmission of delivery activities and investments in accordance with 
FERC’s controlling Seven Factor Test. 
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Fidel Marquez, Jr., P.E. (ComEd Ex. 10.0) 
List of Issues & Major Conclusions 

 ComEd’s customer service operations enable customers to start service, 
obtain information, and manage their accounts.  

 ComEd has successfully implemented numerous initiatives that have 
broadened customers’ service options as it implements its Customer Vision.   

o -Customers can continue to use traditional modes of communication 
with the utility, such as calling and speaking with a Customer Service 
Representative. 

o -They can also use the automated Voice Response Unit (“VRU”) 
system, which is ready “24/7” to render assistance or accept 
information to process calls within one second on average. 

o -Recent data indicate a high degree of customer satisfaction with calls 
to the call centers. 

o -Customers are also able now to interact “24/7” with “ComEd.com,” 
including through mobile Web-enabled devices. 

o -The Advanced Metering Infrastructure (“AMI”) Pilot further 
empowers customers, and its costs are prudent and reasonable. 

o -More improvements are planned for 2010, such as additional Spanish 
language functionality on ComEd.com. 

 ComEd meets its customers’ needs for timely, high quality customer service 
while controlling capital costs and operating expenses to ensure that they are 
prudently incurred and reasonable. ComEd has adopted a number of 
programs that have reduced costs and improved its credit and collection 
activities. 

 ComEd also has adopted other new programs relating to customer choice as 
well as customer service. The costs of its purchase of receivables with 
consolidated billing (“PORCB”) project are prudent and reasonable. 
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Samuel C. Hadaway, PhD. (ComEd Ex. 11.0) 
List of Issues & Major Conclusions 

 

Cost of Equity 
 Explains that the economic and financial uncertainties generated by the 

credit crisis have significantly impacted the risks surrounding public utility 
company cost of capital. 

 While the S&P 500 has increased significantly during the past year, utility 
prices have remained relatively flat, indicating that the cost of equity for 
utility companies has not declined to the same extent that interest rates have 
fallen or to the same extent that the cost of equity may have come down for 
the broader equity market.  The relatively lower prices for utility shares 
indicate that the cost of capital for utilities is higher. 

 Estimates the cost of equity for ComEd using the basic discounted cash flow 
(DCF) models that have often been used by the Illinois Commerce 
Commission and other state regulators around the country.   

 Tests the reasonableness of his DCF findings with a traditional bond-yield 
plus equity-risk- premium analysis. 

 Based on these quantitative results and a review of current market conditions 
and ongoing turmoil in the markets for utility shares, concludes that 
ComEd’s requested base return on equity of 11.1 percent is reasonable. 
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Carl Seligson (ComEd Ex. 12.0) 
List of Issues & Major Conclusions 

 

Cost of Equity 
 Electric utilities have a significant external capital dependency as they spend 

a significantly higher amount of their cash flow on capital expenditures than 
industrial firms. 

 Authorized returns on equity for utilities have been at extremely low levels 
for a number of years, prompted in part by a decline in interest rates to 
historically low levels. 

 Current and prospective investors are looking for assurance that allowed 
returns on equity, and the actual earnings that they produce, will be 
sufficient to  attract new capital on reasonable terms.  What investors value 
most in utilities are stable earnings and regular dividends supported by 
consistent and fair regulation. 

 Higher risks facing utilities for major construction initiatives; the mounting 
need for external financing; increasing costs for medical, post-retirement, 
and pension benefits, and other factors  warrant higher allowed returns on 
equity for utilities than have been authorized in many jurisdictions in the 
recent past. 

 Based on nearly 50 years of studying utilities and regulation and supported 
by two recognized methodologies, determines that a reasonable return on 
common equity for ComEd is 12.2%. 
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Susan F. Tierney, Ph.D. (ComEd Ex. 13.0) 
List of Issues & Major Conclusions 

 

 Describes how demand-side policies, including the energy efficiency and 
demand response programs offered by ComEd in compliance with Illinois 
law, are beneficial to customers but can nonetheless adversely impact 
ComEd’s ability to earn its allowed return 

 Proposes that the Commission provide for an adjustment to the allowed 
return on equity to address the adverse financial implications that arise from 
successful implementation of energy efficiency and demand response 
programs.  
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Ross C. Hemphill, Ph.D. (ComEd Ex. 14.0) 
List of Issues & Major Conclusions 

 

Rate Design 
 ComEd’s delivery revenue requirement should be fairly allocated to classes 

in accordance with the shares of ComEd’s distribution costs that they cause. 

 Other public policy goals, including protecting low income customers and 
encouraging efficient electric use, can be accomplished without abandoning 
principles of cost-causation. 

 ComEd’s rates should use a straight fixed-variable rate design that more 
closely reflects the correct division between fixed and variable costs.  
Moving to a straight fixed-variable rate design is revenue neutral. 

 In accordance with the Commission’s direction, ComEd and the railroads 
have studied the power flows through CTA and METRA traction power 
substations.  Based on the Commission’s direction, and the railroads’ unique 
circumstances, an adjustment to their allocated cost of service is proposed. 

 

Regulatory Policy 
 ComEd believes that an alternative regulatory structure is superior for smart 

technology investment and low income customer assistance.  

 ComEd will propose an Alternative Regulation plan to be considered 
simultaneously with this rate case.  A draft proposal is included here.  
ComEd solicits comments from stakeholders that can improve that plan 
before it must be filed in 60 days. 
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Alan C. Heintz (ComEd Ex. 15.0) 
List of Issues & Major Conclusions 

 

 Presents and supports ComEd’s embedded cost of service study (“ECOSS”), 
which establishes the interclass allocation of embedded distribution and 
customer costs among the retail delivery service classes 

 Describes how ECOSS has been refined pursuant to ICC’s recent order in 
the rate design investigation proceeding, Docket No. 08-0532 

 Provides, with the ECOSS, the information required by Schedule E-6 of the 
ICC’s rules, including rates of return by customer classes under present and 
proposed rates 
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Lawrence S. Alongi and Robert Garcia  
(ComEd Ex. 16.0) 

List of Issues & Major Conclusions 
 

 Describe ComEd’s proposed rate design and the manner in which it was 
developed 

 Explain that ComEd’s rates are designed to recover its proposed revenue 
requirement, no more and no less, and accordingly changes in rate design are 
revenue neutral to ComEd 

 Explain how ComEd determined the proposed charges for standard delivery 
service and other applicable charges 

 Identify and explain proposed changes to existing tariffs, including ComEd’s 
Straight Fixed Variable phase-in proposal 

 Explain how ComEd addresses the ICC’s directives set forth in the recently 
ordered rate design investigation proceeding, Docket No. 08-0532 

 Describe the external allocation factors used in ComEd’s embedded cost of 
service study and explain how they were determined 

 Present ComEd’s proposed tariffs and the form of public notice that ComEd 
must publish under the ICC’s rules 
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Val R. Jensen and Jennifer Montague  
(ComEd Ex. 17.0) 

List of Issues and Major Conclusions 
 

Energy Efficiency Plan Successes 
 Provides a summary of ComEd’s efforts under its 2008 – 2010 Energy 

Efficiency and Demand Response Plan to implement programs that offer 
opportunities for all of its customers to reduce both their demand for 
electricity and electricity bills. 
 

Opportunities to Lower Utility Bills 
 Explains how a ComEd customer’s participation in one or more energy 

efficiency programs can generate substantial monthly savings and ultimately 
offset the impact of the rate increase proposed in this docket. 
 

Collaboration with Stakeholders 
 Describes ComEd’s ongoing collaboration and cooperation with a variety of 

stakeholders in the areas of energy efficiency, demand response, and 
advanced metering infrastructure and Smart Grid technologies and 
applications. 
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Mary Anne Emmons (ComEd Ex. 18.0) 
List of Issues & Major Conclusions 

 

 Describes ComEd’s Low-Income Customer Program that will be proposed 
as part of the Alternative Regulation filing 

 Explain ComEd’s CARE programs, the current low-income customer 
programs 

 Identifies the need to continue the low-income customer programs 


