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PRE-TRIAL MEMORANDUM OF THE  
CITIZENS UTILITY BOARD 

 
 The Citizens Utility Board (“CUB”) did not present direct testimony in this proceeding.  

CUB presented the rebuttal testimony of Mr. Christopher Thomas (CUB Ex. 1.0) to respond to the 

Rebuttal Testimony filed by Commonwealth Edison Company (“ComEd” or “Company”) witness 

Martin G. Fruehe (ComEd Ex. 5.0) regarding the appropriate return on equity to apply to rate base 

costs associated with ComEd’s proposed Purchase of Receivables with Consolidated Billing 

(“PORCB”) program.  Mr. Bryan McDaniel provided rebuttal testimony (CUB Ex. 2.0) to support 

ComEd’s proposed 10-day rescission period.   

I. COST OF EQUITY ON PORCB RATE BASE ASSETS 

In response to Staff of the Illinois Commerce Commission (“Staff”) witness Rochelle Phipps 

(Staff Ex. 4.0), Mr. Fruehe argues that the rate of return on ComEd’s proposed Purchase of 

Receivables with Consolidated Billing (“PORCB”) projects should receive the most recent overall 

authorized rate of return on ComEd’s rate base (ComEd Ex. 5.0 at 1, LL. 18-20).  Mr. Thomas 

refutes this point by testifying that because the risk of recovery for costs associated with PORCB 

projects is actually less than the risk associated with other investments included in ComEd’s rate 

base, the rate of return associated with these investments should concomitantly be less. 
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The rate of return authorized by the Commission reflects the cost of capital required to 

fund corresponding assets.  The cost of capital reflects the opportunity costs that investors face 

for investing in projects with similar risks.  ComEd has proposed two rider mechanisms to 

recover those costs: Rider PORCB and Rider RCA, which together provide effective dollar-for-

dollar cost recovery of PORCB costs.  Thus, Mr. Thomas concluded that the risk associated with 

recovery of costs attributable to PORCB is less than that of other investments.  In addition, Rider 

RCA includes components that would capture the differential (either positive or negative) 

between and actual and projected recovery of PORCB costs.  Cost recovery through traditional 

rates does not guarantee that all costs will be recovered, it merely provides ComEd with an 

opportunity to recover its costs.  Thus, ComEd’s proposed true-up mechanism reduces the cost 

recovery risk associated with PORCB assets relative to cost recovery through traditional rates.  

This risk reduction is significant because it protects common equity investors from the 

possibility that they will fail to recover their investment.   

Mr. Thomas bolsters his and Staff’s recommendation regarding the proper, reduced cost 

of equity to apply to PORCB assets by pointing to prior Commission rate proceedings where 

utilities have sought and received rider treatment for specific costs.  The Commission has 

previously found that the overall cost of capital should be reduced in these circumstances.  For 

example, in the granting Peoples Gas Light and Coke Company’s request for a decoupling rider 

in its 2007 general rate proceeding, the Commission concluded that “there should be a downward 

adjustment to the cost of common equity to account for the reduced risk associated with the 

accepted riders.”  Illinois Commerce Commission v. North Shore Gas Company and The Peoples 

Gas Light and Coke Company, Proposed general increase in rates for gas service, ICC Dockets 
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07-0241/07-242 (cons.), Final Order at 99, February 5, 2008.  Mr. Thomas believes the same 

principle would apply to ComEd’s rider recovery of its PORCB costs. 

Given that Staff and ComEd have appeared to agree on the necessity of a prudence 

review (ComEd Ex. 3.0), Mr. Thomas concluded that, while conservative, Staff witness Phipps 

proposed a reasonable methodology for the calculation of the capital costs associated with 

ComEd’s proposed PORCB assets.  She recommend using the midpoint of the ten-year yield on 

AAA-rated utility debt and the Company’s rate of return on rate base, as adjusted to reflect the 

ten-year maturity of the proposed assets, which results in an overall rate of return of 6.71%.  

(Staff Ex. 4.0 at 2, LL. 32-36).   

II. COMED’S PROPOSED 10-DAY RESCISSION PERIOD 

Mr. McDaniel provided rebuttal testimony in support of ComEd’s proposal regarding the 

initial 10-day rescission period and recommended that this provision be in place and functional 

contemporaneous with the approval of its PORCB program.  The Commission is currently 

addressing consumer protection rules with regard to the burgeoning electric choice market in 

ICC Docket No. 09-0952.  In that proceeding, the issue of rescission periods was addressed by 

several parties and is an issue in dispute.  While these rules are not yet in place, Mr. McDaniel 

believes it is critical for the success of consumer choice that ComEd’s proposed initial 10-day 

rescission period process be in place at least until the rulemaking has been concluded.   
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Respectfully submitted, 

Dated: August 16, 2010      
        Julie L. Soderna   
        Director of Litigation 
        CITIZENS UTILITY BOARD 
        309 W. Washington, Suite 800 
        Chicago, IL  60606 
        (312) 263-4282  
        (312) 263-4329 fax 

       jsoderna@citizensutilityboard.org 


