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Q.  Please state your name and business address. 1 

A.  My name is Christopher L. Boggs and my business address is 527 E. Capitol 2 

Avenue, Springfield, IL 62701. 3 

 4 

Q.  By whom are you employed and in what capacity? 5 

A. I am employed by the Illinois Commerce Commission (“Commission”) as a Rate 6 

Analyst in the Rates Department of the Financial Analysis Division.  My 7 

responsibilities include rate design and cost of service analyses for electric, gas, 8 

water and sewer utilities and the preparation of testimony on rates and rate 9 

related matters. 10 

 11 

Q.  How long have you been employed by the Illinois Commerce Commission? 12 

A.  I have been employed by the Commission since April of 2008. 13 

 14 

Q.  Please discuss your educational and professional background. 15 

A.  I received a BS in Economics/Business Administration from Knox College in 16 

1987.  In my work as a Rate Analyst I have testified in several rate cases on 17 

issues including tariff language, miscellaneous fees and rates. Prior to my 18 
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employment at the ICC, I worked more than16 years in mortgage finance and 19 

mortgage operations management.  I was employed by Illini Bank, Norwest 20 

Mortgage, and Illinois National Bank. 21 

 22 

Q.  What is the purpose of your direct testimony? 23 

A. I address rate design issues pertaining to Commonwealth Edison Company’s 24 

(“ComEd” or “Company”) proposed delivery service rates, including issues 25 

pertaining to: (1) the allocation of the revenue requirement among rate classes; 26 

(2) residential rate design; and (3) customer bill impacts. 27 

 28 

 My discussion of the Company’s proposed revenue allocation will focus on the 29 

following: 30 

 The Company’s general revenue allocation approach 31 

 The proposed allocations for the Railroad, High Voltage and Extra Large Load 32 

Classes 33 

The residential rate design issues I will discuss include: 34 

 The proposed phase-in of Straight Fixed Variable rate design 35 

 Residential delivery class consolidation 36 

 37 
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Q. What revenue requirement will you focus on in your discussion of revenue 38 

allocation and rate design issues? 39 

A. My approach is to develop revenue allocations and rates based on the 40 

Company’s proposed revenue requirement. Basing my revenue 41 

allocations and rates on Staff’s revenue requirement could create 42 

confusion.  For example, if the Company were to propose one level of 43 

revenues for a class and I were to propose a lower revenue amount for 44 

that same class, the assumption might be that we have different 45 

approaches to revenue allocation when, factually, the difference is 46 

because Staff is proposing a lower revenue requirement than the 47 

Company. Thus, I am basing my rate design proposals on the Company’s 48 

revenue requirement to provide the Commission with an apples-to-apples 49 

comparison of the two approaches to rate design. 50 

 However, after establishment of my rate design proposal, my proposed 51 

rates will be based on Staff’s revenue requirement. 52 

 53 

Allocation of Revenue Requirement 54 

Q. Please begin by discussing the class revenue allocations that the Company 55 

has presented for this proceeding. 56 

A. ComEd has presented two class revenue allocations: its proposal in its initial 57 

filing on June 30, 2010 (“Initial Filing”) and an exemplar allocation in its 58 
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supplemental direct testimony filed on August 9, 2010 (“Supplemental Filing”). I 59 

will focus on the exemplar allocation because the proposal in the Initial Filing 60 

does not include a primary class that the Commission directed the Company to 61 

create in its Docket No. 08-0532 Order. 62 

 63 

Q. How does the exemplar approach allocate the revenue requirement among 64 

rate classes? 65 

A. For most, but not all, rate classes, ComEd bases its exemplar allocation of the 66 

revenue requirement on the results of the embedded cost study it sponsored in 67 

its Supplemental Filing. (ComEd Ex. 21.1) Under this approach, the revenue 68 

requirement would be allocated between delivery classes according to the 69 

classes’ respective shares of system embedded costs. ComEd terms this 70 

approach as an “equal percentage of embedded costs” (EPEC) (ComEd Ex. 71 

16.0, pp. 29-30).   72 

ComEd makes an exception to the EPEC approach for three non-residential 73 

delivery classes: the Railroad, High Voltage and Extra Large Load classes. 74 

These three classes currently under-recover their cost of service and the 75 

Company’s exemplar approach does not allocate sufficient revenues to bring 76 

these classes to full cost recovery. Thus, the Company’s exemplar approach 77 

requires that they be subsidized by the other nonresidential delivery classes. 78 

 79 
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Q. Do you find it necessary to address the proposed revenue allocations in 80 

the Company’s Initial Filing in your discussion of the exemplar class 81 

revenue allocations presented in the Company’s Supplemental Filing? 82 

A. Yes. The Company provides a justification for its Initial Filing’s proposed revenue 83 

allocation but does not present a separate justification of its exemplar allocations 84 

in its Supplemental Filing. However, the exemplar allocations for these classes 85 

are similar to the proposed allocations presented in the Company’s Initial Filing. 86 

Therefore, I find it necessary to address the allocation justifications presented in 87 

the Initial Filing and then apply the conclusions to the exemplar allocations.  88 

 89 

Q. How will you proceed in discussing this issue? 90 

A. I will first review the proposed class revenue allocations presented in the 91 

Company’s Initial Filing and present my assessment of the Company’s approach. 92 

Then, I will discuss the relationship between the proposed and exemplar class 93 

revenue allocations. Finally, I will present an alternative approach that will use as 94 

its starting point the Company’s exemplar revenue allocations which include a 95 

primary voltage class as ordered by the Commission in Docket No. 08-0532. 96 

 97 

Q. Please describe the Company’s proposed revenue allocation 98 

approach for the Railroad, High Voltage and Extra Large Load 99 

classes.  100 
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A. To understand the proposed revenue allocation it is necessary to begin with the 101 

Company’s proposals for these three classes from its Initial Filing. The Company 102 

based those revenue allocations on the Commission’s directive in the Final Order 103 

of Docket No. 07-0566.  In that rate case, the Company proposed that “the 104 

Commission move the DFCs for the Extra Large Load Delivery Class, and the 105 

under and over 10 MW High Voltage Delivery Classes half of the way toward 106 

cost of service…” 1 (Docket No. 07-0566, Rebuttal Testimony of Paul R. 107 

Crumrine, ComEd Ex. 30.0 p. 50).  The approach did not focus on bringing the 108 

overall revenues for these classes closer to cost. Instead it focused on a specific 109 

charge: the Distribution Facilities Charge (“DFC”). The Commission’s decision 110 

adopted the following approach: 111 

“[a]n allocation that more closely reflects a proper cost of service 112 
would be reflected in a four-step, gradual movement toward rates 113 
based on the ECOSS for Extra Large Load, High Voltage, and 114 

Railroad Delivery Classes. Thus the Commission authorizes a 25% 115 
movement toward ECOSS based rates for these customers…” 116 

(Docket No. 07-0566, Final Order, p. 213) 117 

 118 

With three steps remaining, the second step in the four- step process 119 

involves increasing the DFC by 33% toward a cost-based level for the 120 

Extra Large Load and High Voltage classes.2 However, ComEd proposes 121 

                                                           
1
 The Distribution Facilities Charge (“DFC”) is recovered through a per kilowatt-hour (“kWh”) charge. It is 

regularly referred to as a “usage” charge. 
2
 The first step was 1 of 4, thus, a 25% increase toward a full cost-based revenue recovery level was 

necessary. The second step is 1 of 3 remaining steps, thus, a 33% increase toward a full cost-based 
revenue recovery level is necessary. The third step will be 1 of 2 remaining steps, thus, a 50% increase 
will be necessary and so on. 
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a smaller increase of only 10% to the current DFC for the Railroad class. 122 

(ComEd Ex. 16.2 (page 2 of 4)). 123 

 124 

Q. How does the Company justify its proposed revenue allocation 125 

approach for the Railroad class? 126 

A. ComEd justifies the approach by noting that in its most recent rate case, 127 

the Commission directed the Company, for the benefit of public interest, to 128 

avoid rate shock to the Railroad class by gradually moving revenues 129 

toward full cost recovery for this class. In its discussion of the issue, the 130 

Commission stated that  that the Railroad class encourages conservation 131 

and provides environmental benefits to society by providing affordable 132 

public transportation and reducing the amount of cars on the roads:   133 

 …[t]hus the ECOSS, which the Commission has found to be 134 

inaccurate in several respects relevant to the railroad class, directly 135 
conflicts with our finding in Docket 05-0597 that minimizing rate 136 

shock to railroad customers is in the public interest. Our 137 
commitment to a policy of encouraging conservation, efficient 138 

energy use and the environmental benefits of affordable public 139 
transportation has not lessened since the July 26, 2006 Final Order 140 
in Docket 05-0597. We find that the modified rate proposal fails to 141 
comport with our explicit direction in the last case to avoid rate 142 
shock to the railroad class. Docket 05-0597, Order at 190. We 143 

direct ComEd to take this policy directive into account in preparing 144 

for the next rate case. (Final Order, Docket No. 07-0566, pg. 223) 145 

 146 
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Q. Do you find the Company’s revenue allocation for the Railroad class 147 

fully consistent with the Commission’s previous directives on this 148 

issue? 149 

A. No, I do not. Contrary to the Commission’s directive from the previous rate 150 

case that the Company approach cost based rates in a four- step process, 151 

the Company’s 2nd step proposal is a movement of only 10% toward a 152 

cost based DFC (See footnote 3 on pg. 2 of Company Ex. 16.2).  153 

Proposing a 10% increase in this case would not be consistent with the 154 

Commission’s previous directive to move toward cost based rates in a four 155 

step process.  If the Commission accepts the Company’s 10% increase in 156 

this case, it will be more difficult to avoid rate shock for the Railroad class 157 

in the final two steps toward full revenue recovery.  158 

 159 

Q. What level of revenue increase results from the Company’s 10% 160 

increase to the current DFC charge? 161 

A. The result is a below average rate increase (5.8%) for the Railroad class 162 

compared to the nonresidential delivery class average of 16.9%. (ComEd 163 

Ex. 16.2) 164 

  165 

Q. Please comment on the Company’s proposed approach in its Initial 166 

Filing of basing revenue allocations for the Extra Large Load, High 167 
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Voltage and Railroad classes on gradual increases in the levels of 168 

their DFCs. 169 

A. The Company’s approach presents a problem because it limits the overall 170 

increases for these classes and provides them with below average 171 

revenue increases. This results in revenues that fall below their cost of 172 

service and requires other nonresidential classes to make up the 173 

difference. 174 

In addition, the Company’s proposed approach for these three classes is not 175 

consistent with the approach taken for other rate classes.  For the Extra Large 176 

Load, High Voltage and Railroad classes, the Company’s proposed rate design 177 

determines the revenue allocation, whereas for other rate classes, their revenue 178 

allocation is based on the cost of service. 179 

In order to be fair and equitable, a consistent, cost-based approach should be 180 

taken for all classes. That approach should be to allocate all class revenues 181 

according to the cost of service based under a consistent approach.  182 

 183 

Q. Turning to the Company’s exemplar revenue allocations in its 184 

Supplemental Filing, do the allocations for the Extra Large Load, 185 

High Voltage and Railroad classes also fall short of their respective 186 

embedded costs? 187 
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A. Yes. The exemplar allocations for these classes fall short of costs by a 188 

similar margin as the proposed allocations in the Company’s Initial Filing. 189 

For example, the exemplar revenue allocation for the Extra Large Load 190 

class recovers 61.9% of costs compared with 66.7% under the proposed 191 

approach.  For the High Voltage class, the exemplar revenue allocation of 192 

83.5% is slightly less than the Company’s proposed revenue allocation of 193 

83.8%, while the revenue allocation for the Railroad class is 69.8% for the 194 

exemplar approach and 70.5% as proposed by ComEd. (ComEd Exs. 195 

16.2 and 21.1) 196 

 197 

Q. Does the Company provide any specific arguments to justify the 198 

exemplar class revenue allocations? 199 

A. No, ComEd provides no explanation for the specific amounts allocated to 200 

these three classes under the exemplar class revenue allocation. 201 

 202 

Q. What do you find concerning these exemplar class revenue 203 

allocations? 204 

A. These exemplar allocations suffer from an inconsistent approach to 205 

revenue allocations and result in below average revenue increases similar 206 

to the defects I noted in the proposed revenue allocations in the 207 

Company’s Initial Filing. The exemplar class revenue allocations for the 208 
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Extra Large, High Voltage and Railroad classes fail to fully recover their 209 

associated cost of service.  210 

 211 

Q. What alternative approach do you propose for these rate classes? 212 

A. I propose that each of these three classes receive increases that move their 213 

revenues closer to the associated cost of service as directed by the Commission 214 

in its Order in Docket No. 07-0566.  Specifically, I propose that Railroad class 215 

revenues be increased by 25% of the difference between the Company’s 216 

exemplar revenues and full embedded costs. The Extra Large Load and High 217 

Voltage classes is to follow the 2nd step in the Commission directed four-step 218 

process by increasing their class revenue allocation recovery an additional 33% 219 

toward full cost recovery from the exemplar levels presented in ComEd Ex. 21.1.  220 

This proposal addresses the Commission’s concern expressed in its Order in 221 

Docket No. 07-0566 to move towards full cost recovery but avert rate shock for 222 

the Railroad class. In particular, the Commission’s statement about “encouraging 223 

conservation, efficient energy use and the environmental benefits of affordable 224 

public transportation” and their stated objective “to avoid rate shock to the 225 

railroad class” suggest the Commission is particularly interested in moderating 226 

revenue increases for these customers. (Docket No. 07-0566, Final Order, p. 227 

223)  228 
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The results of my revenue allocation proposal produce a 17.24% revenue 229 

allocation increase for the Railroad class, an 18.5% revenue allocation 230 

increase for the High Voltage Class and a 74.24% revenue allocation 231 

increase for the Extra Large Load class.  Although the rate increases for 232 

the Railroad and High Voltage classes are still below the average 233 

percentage rate increase for the whole nonresidential delivery class (i.e., 234 

22% in the Company’s exemplar approach), they are much closer to the 235 

class average rate increase than the Company’s proposed increases for 236 

the same two classes.  The Extra Large Load class will have a much 237 

higher increase than the nonresidential class average, but this class had 238 

the biggest revenue deficit to surmount.3  239 

 240 

Q. Have you prepared a schedule which presents class revenue allocations 241 

that conform to your proposal? 242 

A. Yes.  I have presented the class revenue allocations in the attached Staff Ex. 243 

13.0 Schedule 13.01.  Based on the adjustments to the revenues as described 244 

earlier in this testimony, the Extra Large Load class would collect 74% of the 245 

costs to serve the class. This would be a higher percentage revenue requirement 246 

increase than the 61.9% cost of service that the Company is proposing.   247 

                                                           
3
 Just over $3 million based on the exemplar model 
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 The High Voltage class would collect 89% of the costs to serve this class.  This 248 

would be a higher percentage revenue increase than the 83.5% cost of service 249 

that the Company is proposing and the Railroad class would collect 77% of the 250 

costs to serve this class.  This would be a higher revenue increase than the 251 

69.8% cost of service that the Company is proposing.   252 

   253 

Q. What is the basis for your proposed increases for these three 254 

classes? 255 

A. My proposed revenue requirement increases for these three classes is 256 

based on the Commission directives in its Orders in Docket Nos. 07-0566 257 

and 05-0597 discussed previously in my testimony. The Commission 258 

clearly stated the steps that ComEd should implement to bring these 259 

classes to full cost of service. In its orders from those dockets, the 260 

Commission sought to balance the ratemaking objective of basing rates 261 

on costs with the need to consider bill impacts. Unless these Commission-262 

approved steps are taken to bring these classes closer to full cost of 263 

service, this class revenue allocation inequity will continue for many rate 264 

cases to come. 265 

 266 

Q. How would you distribute the additional revenues received from 267 

these rate classes under your proposal? 268 
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A. I propose that the additional revenues collected from these three classes 269 

be used to lower the class revenue allocations for all remaining 270 

nonresidential rate classes that over recover revenues on an equal 271 

percentage basis. This approach is reasonable because it is cost-based.  272 

The nonresidential rate classes that over recover revenues are the Small 273 

Load, Medium Load, Large Load and Very Large Load delivery classes. 274 

Schedule 13.01 also shows the resulting downward adjustment made to 275 

the revenues of these classes to conform to my proposed revenue 276 

allocation approach. 277 

 278 

Q. Please explain your proposed revenue allocations for the residential 279 

classes. 280 

A. I propose no changes to the exemplar residential class revenue allocations 281 

presented in the Company’s exemplar approach presented in its ECOSS-Based 282 

Revenue section of ComEd Ex. 21.2.  This approach is reasonable because it is 283 

cost-based. The revenues from the Single Family delivery class will be equal to 284 

the embedded costs to service this class.  The same is true for the Multi-Family 285 

delivery class. 286 

 287 

Residential Rate Design 288 

Q. What residential rate design issues will you discuss in your testimony? 289 
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A. I will discuss: (1) the Company’s proposed movement to a Straight Fixed 290 

Variable rate design; and (2) ComEd’s proposed consolidation of residential rate 291 

classes from four down to two. 292 

 293 

Straight Fixed Variable Rate Design 294 

Q. What is a Straight Fixed Variable rate design? 295 

A. A Straight Fixed Variable rate design is one that establishes fixed and variable 296 

charges and aligns those charges with the fixed and variable costs of serving 297 

each customer or customer class. 298 

 299 

Q. Please describe ComEd’s proposed Straight Fixed Variable rate design. 300 

A. ComEd is proposing to implement a Straight Fixed Variable (“SFV”) rate design 301 

that it believes is consistent with the results of its proposed ECOSS.  The basis 302 

of this rate design proposal is to recover fixed delivery service costs through fixed 303 

monthly customer charges and variable delivery service costs through usage 304 

charges (also referred to by the Company as distribution charges).   305 

The Company is proposing to phase-in its proposed SFV rate design in three 306 

parts over time.  In his testimony, Company witness Hemphill describes the 307 

three-part phase-in of SFV rate design that would include recovery of 60% of 308 

fixed costs for residential and watt-hour customers from fixed charges through 309 



   Docket No. 10-0467                                                                                                       
                                                                                                          ICC Staff Exhibit 13.0 
 
 

17 
 

the May 2012 monthly billing period (“60/40”).  That would be increased to 310 

recovery of 70% of fixed costs from fixed charges through the May 2013 monthly 311 

billing period (“70/30”), and 80% of fixed costs thereafter (“80/20”) (Company Ex. 312 

14.0, pgs. 16-17).  These proposed increases in the recovery of fixed costs 313 

through the customer charge would occur automatically based on the order in 314 

this docket. 315 

  316 

Q. What justification does ComEd provide for the adoption of this rate design 317 

methodology? 318 

A. The justification is provided by ComEd witness Hemphill in ComEd Ex 14.0 319 

Revised.  Mr. Hemphill states that ComEd’s distribution delivery costs are mostly 320 

fixed in nature and many of the delivery costs do not change with the quantity of 321 

the energy delivered in any given billing period.  Therefore, Mr. Hemphill implies, 322 

it would be efficient for most of the distribution delivery costs to be recovered 323 

through fixed monthly charges. (ComEd Ex. 14.0 Revised, pp. 10-11)  Mr. 324 

Hemphill also argues that the Commission has approved SFV rate designs in two 325 

recent gas utility rate cases.4 (Id., p. 13)  Finally, Mr. Hemphill contends that non-326 

SFV rate designs misallocate fixed costs and generally reduce utility revenues 327 

more than they reduce utility costs.  He states, “A non-SFV rate design makes a 328 

utility’s ability to recover its fixed costs – costs that the utility incurs regardless of 329 

                                                           
4
 Nicor Gas Co. ICC Docket No. 08-0363 and Central Illinois Light Co., et al., ICC Docket No. 07-0585-

07-0590 (consol.). 
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use and demand –dependent upon maintaining customer demand and/or use at 330 

test year levels.”  (Id., p. 18). 331 

 332 

Q. Do you find ComEd’s proposal for a SFV rate design convincing? 333 

A. No, I do not.  The proposed SFV rate design would present a number of 334 

problems. First, it would discourage ratepayers from conserving electricity which 335 

conflicts with ComEd’s stated policy and its own efforts to promote ratepayer 336 

conservation.  Second, the SFV rate design would shift costs from large 337 

customers to small customers under the mistaken notion that the two groups are 338 

responsible for an equal share of fixed costs. Furthermore, by lowering the costs 339 

for large customers, the SFV would signal these customers to increase their use 340 

of electricity.  341 

 342 

Q. What is the basis of your concern about the impact of the SFV rate design 343 

on conservation? 344 

A. The SFV rate design reduces the financial incentive for customers to curtail 345 

electricity use.  When charges which are based on usage comprise a larger 346 

portion of a customer’s monthly bill, it increases the incentive for a customer to 347 

keep his or her electricity costs down by curtailing usage.  If a larger portion of a 348 

customer’s monthly bill is fixed, this limits the ability of a customer to reduce his 349 

or her bill by using less. 350 



   Docket No. 10-0467                                                                                                       
                                                                                                          ICC Staff Exhibit 13.0 
 
 

19 
 

 351 

Q. Does the National Action Plan for Energy Efficiency cited in Company 352 

witness Tierney’s testimony (ComEd Ex 13.0., p. 6) support your 353 

conclusion? 354 

A. Yes. According to the National Action Plan for Energy Efficiency, which is a plan 355 

that was developed by more than 50 leading organizations in pursuit of energy 356 

savings and environmental benefits through electric and natural gas energy 357 

efficiency, 358 

    359 
Another rate element that provides revenue stability but also 360 
detracts from the incentive to improve efficiency is collecting a 361 

portion of the revenue requirement through a customer charge that 362 
is independent of usage. Because the majority of utility costs do not 363 

vary with changes in customer usage level in the short run, the 364 
customer charge also has a strong theoretical basis.  This 365 

approach has mixed benefits for energy efficiency.  On one hand, a 366 
larger customer charge means a smaller volumetric charge (per 367 
kWh or therm), which lowers the customer incentive for energy 368 

efficiency. On the other hand, a larger customer charge and lower 369 
volumetric charge reduces the utilities profit from increased sales, 370 

reducing the utility disincentive to promote energy efficiency. 371 

 372 

Rate forms like declining block rates and customer charges 373 

promote revenue stability for the utility, but they create a 374 
barrier to customer adoption of energy efficiency because they 375 
reduce the savings that customers can realize from reducing 376 
usage. In turn, electricity demand is more likely to increase, 377 
which could lead to long-term higher rates and bills where new 378 

supply is more costly than energy efficiency.” (National Action 379 

Plan for Energy Efficiency, page 5-2, emphasis added.) 380 

  381 
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Company witness Tierney states that she is generally supportive of the 382 

recommendations in the National Action Plan for Energy Efficiency. (Company 383 

response to Staff DR PL 1.01) 384 

 385 

Q. How does the Company’s SFV rate design proposal conflict with the 386 

recommendations of the National Action Plan for Energy Efficiency which 387 

Ms. Tierney generally supports? 388 

A. As the preceding quoted passage notes, rate forms such as customer charges 389 

“create a barrier to customer adoption of energy efficiency because they reduce 390 

the savings that customers can realize from reducing usage.” Thus, by 391 

significantly increasing the customer charge the SFV would undermine the 392 

energy efficiency objective of the plan. 393 

  394 

Q. What other flaws do you see with the SFV rate design? 395 

A. The SFV rate design also does not take into account a significant set of costs 396 

associated with the provision of electricity which would include, but would not be 397 

limited to emissions from coal plants, climate change and resource depletion. 398 

Those are the environmental costs of producing power. The higher fixed charges 399 

under the SFV would not send ratepayers appropriate signals about the cause of 400 

this set of costs. 401 

 402 
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Q. Does the Company consider environmental costs to be important? 403 

A. Yes. The Company expresses particular concern about climate change. In a 404 

brochure produced by ComEd in 2008, which included a message from 405 

Company Chairman and CEO, Frank M. Clark, he discussed climate change and 406 

the role of conservation in addressing this problem. He stated in part: 407 

Climate change is a real and global concern that can be addressed 408 

locally. ComEd is doing so in two important ways. First, we need to 409 
use more low-emission, renewable sources of energy to generate 410 
the electricity we need. Second, we all must use energy more 411 
efficiently, which not only helps the environment but also provides 412 

our customers with an opportunity to reduce their electric bills. In 413 
the very broadest sense, if we can do those two things, we can all 414 

live in a more environmentally sustainable world. 5 415 

 416 

Q.  Should the ratemaking process share Mr. Clark’s concerns about 417 

environmental costs? 418 

A.  Yes, the ratemaking process should recognize that environmental costs are, in 419 

fact, a cost of providing electric service.  In contrast to the direct costs which are 420 

more easily identified and measured, there is a difficulty in quantifying 421 

environmental costs because they are dispersed throughout society. 422 

Nevertheless, as Mr. Clark states, they are real and global in scope. 423 

 424 

Q.  How can environmental costs be factored into the ratemaking process? 425 

                                                           
5
 Environmental Leadership Overview ComEd’s environmental position and programs April 2008, p. 2  
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A.  They can be factored into the design of electric rates, by providing a price signal 426 

to ratepayers that more accurately reflects the impact of their consumption on the 427 

environment. 428 

 429 

Q.  How do you propose that rates be designed in this case to convey the price 430 

signal associated with environmental costs? 431 

A.  As electricity demands increase, the environmental costs of electricity generation 432 

increase.  Because of this relationship, it’s reasonable to associate 433 

environmental costs with usage charges. In other words, their consideration 434 

provides an argument for higher, rather than lower usage charges.  If the 435 

proposed SFV rate design is approved, the Distribution Facilities Charge, or 436 

usage charge, would decrease from its current level and lower price signals 437 

would be sent to ratepayers concerning the impact of their usage on the 438 

environment.    439 

       440 

Q. Are there other concerns that you have with the SFV rate design?  441 

A. Yes.  The SFV rate design is also inconsistent with the objectives of the 442 

legislative initiative that requires utilities to achieve reductions in electricity use by 443 

their ratepayers. Section 5/8-103 (b) of the Public Utilities Act requires Illinois 444 

utilities to reduce overall electric usage by 0.2% in 2008 escalating to 2.0% by 445 

2015.  According to the Illinois Department of Commerce and Economic 446 
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Opportunity (DCEO) program document titled “Energy Efficiency and Sustainable 447 

Funding Opportunities for Illinois,” the law was developed to help reduce global 448 

warming and claims it is “[a]mong the most ambitious energy efficiency standards 449 

in the nation.”  (See ICC Staff Exhibit 13.0, Attachment A) The program 450 

document also claims the law creates a substantial budget for programs and 451 

incentives to reduce electrical energy and usage and demand specifically for 452 

customers of ComEd and Ameren. 453 

 The SFV rate design would conflict with this goal of reducing energy use. By 454 

raising the customer charge and reducing the usage charge, it would lower the 455 

financial incentive for a customer to reduce electrical energy usage. 456 

 457 

Q. Would the SFV also conflict with the plans laid out by ComEd to help 458 

ratepayers reduce their energy consumption? 459 

A. Yes.  In an outline of a speech to the American Council for an Energy Efficient 460 

Economy Fifth National Conference on September 28, 2009, John Rowe, CEO of 461 

Exelon Corp. and parent company to ComEd indicated that ComEd plans to 462 

spend $290 million per year over the next five years to implement a portfolio of 463 

energy efficiency and demand response programs aimed to help customers 464 

reduce their energy consumption. (See ICC Staff Exhibit 13.0, Attachment B) 465 

 However, at the same time that ComEd is making plans to spend nearly $1.5 466 

billion over the next five years to help customers reduce their energy 467 
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consumption, it is, also, proposing a rate design that would have an opposite 468 

effect. That is clearly contradictory. 469 

Furthermore, in contrast to these costly programs, rate design is a lower cost 470 

alternative that could be used to encourage conservation by sending proper price 471 

signals to customers through an appropriately set/usage charge.  As stated in the 472 

above quote from the National Action Plan for Energy Efficiency, a rate design 473 

that increases the customer charge, which in turn would mean a smaller usage 474 

charge, likely would create an additional barrier to customer adoption of energy 475 

efficiency because it would take the benefit of conserving energy out of the 476 

hands of the customer.  In fact, Ms. Tierney states that she “[u]nderstands that all 477 

else equal, a straight fixed variable rate design may reduce the out of pocket 478 

savings that a customer may realize from adopting energy efficiency, even 479 

though there may be other ratemaking objectives that are accomplished by such 480 

a rate design.” (Company response to Staff DR PL 1.02)  It is contradictory for 481 

the Company to spend such large sums to promote energy efficiency and then 482 

knowingly implement a rate design that has the opposite effect.  483 

 484 

Q. Are you also concerned that the proposed SFV rate design shifts costs 485 

from large customers to small customers? 486 

A. Yes. In its response to Staff DR 6.03a, the Company indicates that it does not 487 

believe its current residential customer charge reflects the maximum power 488 



   Docket No. 10-0467                                                                                                       
                                                                                                          ICC Staff Exhibit 13.0 
 
 

25 
 

consumption capabilities of the typical customer.  However, it believes that its 489 

proposed rate design would more accurately reflect the typical maximum power 490 

consumption of the members of the residential class.  I disagree.   491 

Consider, for example, a residential customer that has the Company’s lowest 492 

level of electricity usage versus a residential customer that has the Company’s 493 

highest level of electricity usage.  Under the SFV rate design, both residential 494 

customers would pay the same amount for fixed costs that are included in their 495 

monthly customer charges. The SFV assumes that the distribution costs they 496 

cause ComEd to incur would be comparable.  However, a more reasonable 497 

assumption would be that the customer with the highest level of usage would 498 

have a larger demand impact on the grid system than the customer with the 499 

lowest level of usage.   500 

ComEd’s proposed customer charge, which would ultimately recover 80% of the 501 

costs to serve the residential customer class in the Company’s proposed phase-502 

in SFV rate design, would be the same for these two customers, which means 503 

that the customer with the lowest usage and the customer with the highest usage 504 

would be paying an equal share for the recovery of these fixed costs. This result 505 

would be contrary to cost causation principles. 506 

   507 
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Q. Would the SFV rate design create inconsistencies between the residential 508 

classes and the non-residential classes in the percentage of revenues 509 

recovered through fixed monthly charges?   510 

A. Yes, it would.  The table below shows the percentage of revenues collected from 511 

fixed monthly charges under the Company’s proposed delivery charges: 512 

Table 13.16 

Delivery Class 
Fixed Charge Recovery 

Per Month 

Residential & Watt-Hour 60.00% 

Small Load 20.30% 

Medium Load 4.00% 

Large Load 2.60% 

Very Large Load 4.80% 

Extra Large Load 1.90% 

High Voltage 3.20% 

Railroad 2.30% 

Fixture-Included Lighting 98.80% 

  513 

The table depicts the percentage of revenue the Company proposes to collect 514 

through fixed charges from the residential and non-residential customer classes.  515 

As the table shows, the percentages of fixed costs recovered through the 516 

customer charge for the non-residential customer classes are considerably lower 517 

than the proposed phase-in percentages of fixed costs recovered through the 518 

customer charge for residential customers.   519 

 520 

                                                           
6
  Source: ComEd response to Staff DR PL 4.11 and Company Ex. 16.0 p. 12, Table D1. 
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Q. Are there any states that have implemented the SFV rate design concept 521 

for electricity rates? 522 

A. Based on my review of ComEd Ex. 13.4, no states have SFV pricing for 523 

electricity rates.  According to the Company’s response to Staff DR PL 6.05, 524 

currently, only the Delaware Public Service Commission (PSC Docket No. 09-525 

414, In the Matter of the Application of Delmarva Power & Light Company for an 526 

Increase in Its Electric Base Rates and Miscellaneous Tariff Changes (filed 527 

September 18, 2009)), is considering a Modified Fixed Variable rate design 528 

proposal, but the Final Order has not been issued.  529 

 530 

Q. Please summarize your conclusions regarding the Company’s proposed 531 

SFV rate design proposal. 532 

A. I conclude that the Company’s proposed SFV rate design would discourage 533 

ratepayers from conserving electricity because more of the fixed costs to serve 534 

the classes would be recovered through the customer charge thereby reducing 535 

the incentive for a ratepayer to use less electricity.  Second, inequality in the 536 

recovery of fixed costs would exist between small use residential customers and 537 

large use non-residential customers.  Finally, in addition to costly customer 538 

education, a more efficient and much less costly method of achieving energy 539 

consumption reduction would be to send proper price signals for energy 540 

conservation to customers through appropriately set usage charges. 541 
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 542 

   Three-part Phase-In of Electricity Rates   543 

Q. What percentages of fixed cost recovery would result from the Company’s 544 

phased-in SFV proposal? 545 

A. According to the Company’s response to Staff DR PL 4.10a, at the proposed 546 

60/40 phase-in step, 62% of the fixed costs would be recovered through the 547 

customer charge while 38% of its fixed costs will be recovered through the 548 

DFC/usage charge for both the Single Family and the Multi-Family delivery 549 

classes. Further, 61% of the fixed costs will be recovered through the customer 550 

charge and 39% of the fixed costs will be recovered through the DFC/usage 551 

charge for the nonresidential Watt-Hour delivery class.   552 

 At the proposed 70/30 phase-in step, 72% of the fixed costs will be recovered 553 

through the customer charge while 28% of its fixed costs will be recovered 554 

through the DFC/usage charge for the Single Family Delivery class, the Multi-555 

Family Delivery class and the nonresidential Watt-hour Delivery class.   556 

 Lastly, at the proposed 80/20 phase-in step, 82% of the fixed costs will be 557 

recovered through the customer charge while 18% of its fixed costs will be 558 

recovered through the DFC/usage charge for the Single Family Delivery class, 559 

the Multi-Family Delivery class and the nonresidential Watt-hour Delivery class. 560 

(ComEd response to Staff DR PL 4.10) 561 
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 The percentage of fixed costs that the Company will recover, as illustrated in the 562 

response to Staff DR PL 41.0a, at each of the phase-in stages are inconsistent 563 

with the Company’s proposed fixed cost recovery percentage phase-in steps of 564 

60/70/80.  The Company offers no explanation as to why the actual percent of 565 

fixed costs only to be recovered from fixed charges at each of the three phase-in 566 

stages exceed the proposed phase-in steps of 60/70/80.    567 

 568 

Q. What is your opinion of the Company’s proposal to phase-in the SFV rate 569 

design? 570 

A. I consider it problematic because, as Table 13.1 indicates, the proposed phase-in 571 

SFV rate design creates a gap between the fixed costs recovered from the 572 

residential customer classes and the nonresidential customer classes.  I believe 573 

fixed cost recovery percentages would be inequitable to customers in the 574 

residential classes.  The nonresidential customer classes would have an 575 

advantage of much more flexibility than the residential classes to control the level 576 

of their monthly electricity bills by adjusting electricity usage.  It will also 577 

increasingly reduce the incentive for a ratepayer to use less electricity.  Finally, it 578 

is my opinion that the phase-in of the SFV rate design would mitigate the 579 

Company’s ability to send price signals to encourage electricity conservation from 580 

its ratepayers.  581 

 582 
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Q. If the Commission were to approve an SFV rate design, what do you 583 

propose with respect to the phase-in proposal? 584 

A. If the Commission were inclined to approve an SFV rate design, I recommend 585 

taking a more conservative approach to consider only the first proposed step 586 

where the Company is limited to 60% recovery of fixed costs through customer 587 

charges in this rate case.  This approach would allow the Company, Staff and 588 

Intervenors to review and analyze the impacts of the SFV rate design, prior to any 589 

further changes to this rate design, and determine whether a larger recovery of 590 

fixed costs through the customer charge would benefit ratepayers.  The Company 591 

could propose further changes in SFV rate design in future rate cases, if it 592 

believes that further changes are appropriate and would benefit customers. 593 

 594 

Residential Delivery Class Consolidation 595 

Q. Why is ComEd proposing to consolidate the current four residential 596 

delivery classes into two residential delivery classes? 597 

A. The Company is proposing to consolidate its Single Family Without Electric 598 

Space Heat and Single Family With Electric Space Heat classes into one class 599 

and its Multi-Family Without Electric Space Heat and Multi-Family With Electric 600 

Space Heat classes into a separate residential class.  The reason the Company 601 

gives is that trying to design rates based on the many machines, appliances and 602 

devices for which customers require electricity is difficult to monitor within the 603 
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customer’s homes or businesses for billing purposes.  The Company also 604 

indicates that distinguishing high use non-space heat customers apart from 605 

normal use space heat customers for rate making purposes is mostly ineffective. 606 

Finally, if the Commission approves the Company’s SFV phase-in proposal, the 607 

Company indicates there will be a reduction of revenue obtained through the 608 

DFC/usage charge which it believes will eliminate meaningful distinctions 609 

between distribution rates for customers with and without electric space heat. 610 

(ComEd Ex. 16.0, pp. 18-19) 611 

 612 

Q. How do you respond to the Company’s proposed residential class 613 

consolidation? 614 

A. The arguments for the consolidation of the delivery classes that the Company 615 

provides are reasonable.  It is difficult for the Company to monitor end-use 616 

consumption of electricity for each of its customers.  Because of this difficulty, 617 

any data it collects may or may not be useful for billing purposes.  The 618 

consolidation would make distinguishing high use non-space heat customers 619 

apart from normal use space heat customers inconsequential and take a 620 

dilemma off the Company to try to make these distinctions in designing rates. 621 

 622 

Q. Why does the Company currently have four residential delivery classes? 623 
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A. In the past, when the Company owned the electricity generation facilities, the 624 

rates were designed toward summer peak demand. Because the Company’s 625 

electric generating plants were underutilized during the non-summer months, the 626 

Commission approved rates for electric space heating customers to incent 627 

customers to use electric space heat and, thereby, utilize those generating plants 628 

more efficiently.  629 

 630 

Q. Why are the distinctions between space heating and non-space heating 631 

delivery classes less meaningful at this time? 632 

A. The primary reason is because of electric utility deregulation.  The electric utilities 633 

no longer own and maintain the electric generating facilities and are delivery only 634 

companies. Thus, generally, there is very little need to differentiate between 635 

space heat and non-space heat customers for delivery purposes or for end-use 636 

purposes.  637 

 638 

Q. Does the Company plan to have separate supply charges for space heating 639 

and non-space heating customers in the future? 640 

A. In response to Staff DR PL 6.09, the Company indicates that its objective is to 641 

eliminate separate supply charges for space heating and non-space heating 642 

customers in the future.  However, it has not presented a specific plan for doing 643 

so at this time. 644 
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 645 

Q. Could the elimination of a separate supply charge have adverse impacts on 646 

space heating customers? 647 

A. Yes, it could.  When I analyzed the supplemental attachment to Company’s 648 

response to Staff DR CB 1.01 using the same proposed supply charge for the 649 

space heating customers and non-space heating customers, the annual bill 650 

increase for the typical Single Family Space Heating customer when the two sub-651 

classes have separate supply charges went from a 4.42% increase to a 32.90% 652 

increase under a single supply charge for both sub-classes.   In the exemplar 653 

model, the typical Single Family Non-Space Heating customer annual bill 654 

increase would only be 6.84%.  The typical Multi-Family Space Heating customer 655 

showed similar percentage increases going from a 2.70% annual bill increase 656 

when the two sub-classes have separate supply charges to a 28.91% annual bill 657 

increase when a single supply charge was imposed.  In the exemplar model, the 658 

typical Multi-Family Non-Space Heating customer bill increase would be only 659 

2.38%.  The results of this analysis show that the annual bill percentage 660 

increases for space heating customers would be significantly greater than the 661 

annual bill percentage increases for non-space heating customers when a single 662 

supply charge is imposed.      663 

 664 
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Q. Given your acceptance of this consolidation in residential sub-classes, 665 

how should the Commission act to avert adverse bill impacts for space 666 

heating customers? 667 

A. It should make sure that any future changes in the supply charges for space 668 

heating customers do not create a situation where meeting monthly electricity bill 669 

obligations would become overly burdensome to that customer’s monthly budget.  670 

The analysis above shows how space heating customers would experience 671 

annual bill increases of over 30% whereas the non-space heating customers 672 

would experience increases of less than 8%.  In that illustration, the Commission 673 

should not approve a proposal to allow the supply charges for all residential 674 

customers to merge because of the significant increases space heating 675 

customers would have in their annual bills over non-space heating customers.     676 

 677 

Q. What is your recommendation regarding the Company’s proposal to 678 

consolidate the residential delivery sub-classes? 679 

A. I recommend that the Commission approve the Company’s proposal to reduce 680 

the number of residential delivery classes from four to two as long as the 681 

Commission does not order the Company to eliminate the separate supply 682 

charges for each of the classes in this rate proceeding and does not eliminate 683 

them without an in-depth analysis and review of the impact on customer bills by 684 

the Company, Staff and interested Parties.      685 
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   686 

Q. What rates are you recommending for the residential classes in this rate 687 

case?   688 

A. The residential rates I am recommending for this rate case are found in Staff 689 

Exhibit 13.0, Schedule 13.02. This schedule shows my rates as developed under 690 

the Company’s proposed revenue requirement on page 1, column M.  This 691 

schedule also presents my proposed rates at Staff’s proposed revenue 692 

requirement on page 2, column M. 693 

 694 

Q. What is the basis for your recommendation? 695 

A. My proposed rates are based on the unit costs that are presented in ComEd Ex. 696 

21.1.  They recover unit customer costs through the customer charge and unit 697 

usage and distribution costs through the DFC/usage charges.  This rate design 698 

will also recover unit standard metering costs through the Standard Metering 699 

Service charge and recover unit electricity distribution tax costs through the 700 

Illinois Electricity Distribution Tax (“IEDT”) charge.  The primary goal of rate 701 

design is to set rates so that the costs are recovered from those who have 702 

caused the costs to be incurred.  This rate design accomplishes that goal. 703 

 704 
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Q.       In the event the Commission chooses a different residential class revenue 705 

requirement than proposed by ComEd, how should the Company’s new 706 

rates be set? 707 

A.        If the Commission approves a revenue requirement for the residential class other 708 

than that proposed by ComEd, the customer charges and usage charges 709 

proposed by the Company, as shown on Staff Ex. 13.0, Schedule 13.02, should 710 

be adjusted by a uniform percentage to recover the revenue requirement 711 

adopted in the Final Order. 712 

 713 

Q. What is the advantage of your proposed approach to adjust rates to 714 

conform to the final revenue requirement? 715 

A. This equal percentage, across-the-board approach is simple and straightforward. 716 

It would evenly distribute any revenue change across all rate charges and ensure 717 

that no class, subclass or individual customers would receive a disproportionate 718 

impact for the recovery of the final revenue requirement. 719 

 720 

Bill Impacts 721 

Q. Has the Company provided an analysis of the bill impacts associated with 722 

its proposed rates? 723 
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A. Yes.  That analysis was provided in the Company’s response to Staff Data 724 

Request CB 1.01. 725 

 726 

Q. What do the bill impact results show for the residential delivery classes? 727 

A. The results show that, under the Company’s exemplar rate proposal, the typical 728 

Single Family Without Space Heat customer will have the highest annual bill 729 

increase of any of the typical residential delivery class customers at 6.84%.  The 730 

typical Single Family With Space Heat customer would have the next highest 731 

annual bill increase at 4.42%.  The typical customer in the two Multi- Family 732 

delivery classes would have their annual bill increases distributed more evenly at 733 

2.38% for non-space heat customers and 2.70% for space heat customers. 734 

 As noted earlier, however, under the Company’s proposal to apply a single 735 

supply charge to either the Single Family or Multi-Family sub classes, the annual 736 

bill increases are significantly higher. 737 

 738 

Q. What do the bill impact results show for the non-residential delivery 739 

classes? 740 

A. The results show that, under the Company’s exemplar rate proposal, the typical 741 

non-residential Extra Large Load customer would have the highest annual bill 742 

increase at 12.9%.  The typical Very Large Load and typical Watt Hour Without 743 
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Space Heat customers would have the next highest annual bill increases at 744 

10.9% and 10.13% respectively.  The rest of the nonresidential delivery classes, 745 

with two exceptions, have more evenly distributed annual bill increases which are 746 

between 5.21% and 7.59%. 747 

 748 

Q. Which two non-residential classes do the bill impact results show would 749 

have the lowest percentage increases in their typical annual bills? 750 

A. The typical Railroad customer would have a 1.51% increase and the typical High 751 

Voltage customer would have a .84% annual bill increase in the Company’s 752 

exemplar rate design model. 753 

          754 

Q. Why do these two classes have the lowest percentage increases? 755 

A. As discussed earlier in this testimony, below average increases in the 756 

Company’s proposed revenue allocation for these two classes along with 757 

recovery of less than 100% of the class revenues resulted in the lowest 758 

percentage increase in rates for the Railroad and High Voltage classes. 759 

 760 

Q. Please explain the concept of “rate shock.” 761 

A. Rate shock occurs when a customer purchasing a commodity, such as electricity, 762 

must pay a significantly higher amount for comparable service.  While customers 763 



   Docket No. 10-0467                                                                                                       
                                                                                                          ICC Staff Exhibit 13.0 
 
 

39 
 

generally do not expect prices to remain unchanged forever, they also typically 764 

do not expect an abrupt and extreme change in prices that could cause them 765 

significant financial distress. 766 

 767 

Q. Do the bill impact results show that customers may experience rate shock? 768 

A. Based on the Company’s proposed exemplar rate design model, and assuming 769 

that supply charges remain separate for the residential sub-classes, it does not 770 

appear that typical customers in each delivery class may experience rate shock.  771 

As indicated in the bill impact results spreadsheet that the Company provided as 772 

Supplemental Attachment 1, in response Staff DR CB 1.01, three delivery 773 

classes would have increases in excess of 10%.  The highest increase of those 774 

three classes is 12.9% (Extra Large Load class).  Although an increase of 12.9% 775 

might be considered modest in some circumstances, it is necessary in order for 776 

this class to achieve full cost of service.  777 

 However, if a single supply charge for the residential customer classes was 778 

implemented, based on my calculations and analysis of the supplemental 779 

attachment to Company’s response to Staff DR CB 1.01, increases of 32.90% 780 

and 28.91% for Single Family Space Heating customers and Multi-Family Space 781 

Heating customers, respectively, would occur and could constitute rate shock.  782 

 783 

Q. Does this conclude your direct testimony? 784 
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A. Yes, it does. 785 



Commonwealth Edison Company
Revenue Allocation Comparison

Upward Revenue Allocation Proposal

Docket No. 10-0467
ICC Exhibit 13.0
Schedule 13.01

pg. 1 of 5

 %

of diff Staff

Company for Staff increase Staff 

proposed revenues Embedded cost difference increase over Company proposed revenues

 
Extra Large Load 7,416,694$            11,982,571$          4,565,877$   33% 1,506,739$     8,923,433$                

High Voltage 14,639,706$          17,529,444$          2,889,738$   33% 953,614$        15,593,320$              

Railroad 4,636,031$            6,639,018$            2,002,987$   25% 500,747$        5,136,778$                
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 A  B  C D
1 Total revenue from nonresidential classes under ComEd proposal that recovers over 100% of embedded costs 

2
3 Small Load 293,568,633$    
4
5 Medium Load 190,931,933$    
6
7 Large Load 163,347,113$    
8
9 Very Large Load 220,223,894$    
10
11 Total 868,071,573$    
12
13
14 Staff proposed class revenue increases  

15
16 Extra Large Load 1,506,739$        
17
18 High Voltage 953,614$           
19
20 Railroad 500,747$           
21
22 Total 2,961,100$        
23
24
25 Downward Adjustment (line 22/line 11) 0.3411%
26
27
28 Adjusted revenue allocation for classes recovering more than 100% ECOSS 

29  Company Staff 

30 Proposed Adjustment Proposed

31  (B*-(B25)) (B+C)

32 Small Load 293,568,633$    (1,001,399)$      292,567,234$   
33
34 Medium Load 190,931,933$    (651,293)$         190,280,640$   
35
36 Large Load 163,347,113$    (557,197)$         162,789,916$   
37
38 Very Large Load 220,223,894$    (751,211)$         219,472,683$   
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Nonresidential Delivery Service

Staff

Embedded Costs Proposed Revenues % of Embedded Costs

A B C

Watt Hour 28,163,318$           28,163,318$           100%

Small Load 290,415,846$         292,567,234$         101%

Medium Load 188,854,274$         190,280,640$         101%

Large Load 161,528,328$         162,789,916$         101%

Very Large Load 217,818,915$         219,472,683$         101%

Extra Large Load 11,982,571$           8,923,433$             74%

High Voltage 17,529,444$           15,593,320$           89%

Railroad 6,639,018$             5,136,778$             77%

Primary Voltage 107,431,895$         107,431,895$         100%

Nonresidential Total 1,030,363,609$      1,030,359,217$      
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Nonresidential Delivery Service

Company Staff %

Exemplar Revenues Proposed Revenues Difference Difference

A B (B-A) (B-A)/A

Residential 1,286,040,247$     1,286,040,247$     -$                       0.0000%

Watt Hour 28,163,943$          28,163,318$          (625)$                     -0.0022%

Small Load 293,568,633$        292,567,234$        (1,001,399)$           -0.3411%

Medium Load 190,931,933$        190,280,640$        (651,293)$              -0.3411%

Large Load 163,347,113$        162,789,916$        (557,197)$              -0.3411%

Very Large Load 220,223,894$        219,472,683$        (751,211)$              -0.3411%

Extra Large Load 7,416,694$            8,923,433$            1,506,739$            20.3155%

High Voltage 14,639,706$          15,593,320$          953,614$               6.5139%

Railroad 4,636,031$            5,136,778$            500,747$               10.8012%

Primary Voltage 107,431,892$        107,431,895$        3$                          0.0000%

Lighting 20,746,914$          20,746,914$          -$                       0.0000%

2,337,147,000       2,337,146,378        
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Nonresidential Delivery Service

Staff Staff

Proposed Revenues Proposed Revenues %

At ComEd Rev. Req. At Staff Rev. Req. Difference Difference

A B (B-A) (B-A)/A

Residential 1,286,040,247$         1,106,707,264$     (179,332,983)$       -13.9446%

Watt Hour 28,163,318$              24,236,060$          (3,927,258)$           -13.9446%

Small Load 292,567,234$            251,769,946$        (40,797,288)$         -13.9446%

Medium Load 190,280,640$            163,746,793$        (26,533,847)$         -13.9446%

Large Load 162,789,916$            140,089,537$        (22,700,379)$         -13.9446%

Very Large Load 219,472,683$            188,868,127$        (30,604,556)$         -13.9446%

Extra Large Load 8,923,433$                7,679,097$            (1,244,336)$           -13.9446%

High Voltage 15,593,320$              13,418,896$          (2,174,424)$           -13.9446%

Railroad 5,136,778$                4,420,476$            (716,302)$              -13.9446%

Primary Voltage 107,431,895$            92,450,962$          (14,980,933)$         -13.9446%

Lighting 20,746,914$              17,853,843$          (2,893,071)$           -13.9446%

2,337,146,378           2,011,241,000       (325,905,378)$       -13.9446%
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COMMONWEALTH EDISON COMPANY Residential Revenue Requirement $1,286,038,023 Residential Revenue Requirement $1,286,038,023

EXEMPLAR RATE DESIGN FOR RATE RDS - RETAIL DELIVERY SERVICE - ECOSS COMPLIANT WITH ORDER IN DOCKET NO. 08-0532  RR

2009 TEST YEAR 2009 EPEC

Test Year Embedded Unit Total Unit Total as a % of Overall Unit Total

RESIDENTIAL DELIVERY CLASSES Billing Units Cost Cost Revenue Revenue Revenue Charges (1) (5) Revenue SFV Revenue EPEC   $/kWh Rate (1) Revenue Revenue Revenue

 A  B  C  D   E  F  G  H  J  K L M N P Q

=B/A =AxC  =ΣD by class  =ExRR/ER  =(B/A)x(RR/ER)  =AxG  =ΣH by class  =J/F  =J/[A kWh]  =AxM  =ΣN by class  =ExRR/ER

SINGLE FAMILY

Customer Charge 27,237,802            $260,348,697 $9.56 $260,393,387 $18.70 $509,346,897 60% $9.56 $260,393,387

Standard Metering Service Charge 27,237,802            $87,150,513 $3.20 $87,160,966 $3.20 $87,160,966 $3.20 $87,160,966

DFC (kWh) (2) 22,155,696,826     $616,841,041 $0.02784 $616,814,600 $0.01660 $367,784,567 40% $0.02784 $616,814,600

IEDT (kWh) (3) 22,155,696,826     $27,810,916 $0.00126 $27,916,178 $0.00126 $27,916,178 $0.00126 $27,916,178

Total $992,285,131 $992,204,823 $992,208,608 100.0% $0.0448 $992,285,131 $992,204,823

MULTI FAMILY

Customer Charge 14,037,665            $103,082,371 $7.34 $103,036,461 $9.37 $131,532,921 60% $7.34 $103,036,461

Standard Metering Service Charge 14,037,665            $44,915,058 $3.20 $44,920,528 $3.20 $44,920,528 $3.20 $44,920,528

DFC (kWh) (2) 6,094,402,376       $138,203,163 $0.02268 $138,221,046 $0.01800 $109,699,243 40% $0.02268 $138,221,046

IEDT (kWh) (3) 6,094,402,376       $7,649,982 $0.00126 $7,678,947 $0.00126 $7,678,947 $0.00126 $7,678,947

Total $293,856,982 $293,833,200 $293,831,639 100.0% $0.0482 $293,856,982 $293,833,200

RESIDENTIAL TOTAL Residential ECOSS-Based Revenue $1,286,142,113 $1,286,038,023 $1,286,040,247 100.0% $0.0455 $1,286,142,113 $1,286,038,023

Annual Bills 41,275,467            ER

Annual kWhs 28,250,099,202     

Notes:

  (1)  Minor rounding exists.

  (2)  DFC means Distribution Facilities Charge.

  (3)  IEDT means Illinois Electricity Distribution Tax Charge.

  (4)  SFV means Straight Fixed Variable.

  (5)  Customer charge and DFC adjusted for 60/40 SFV proposal.

ECOSS-BASED REVENUE EXEMPLAR RATES SFV 60/40 (4) STAFF RATES BASED ON COMPANY PROPOSED REVENUE REQUIREMENT 
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COMMONWEALTH EDISON COMPANY Residential Revenue Requirement $1,286,038,023 Residential Revenue Requirement $1,106,725,704

EXEMPLAR RATE DESIGN FOR RATE RDS - RETAIL DELIVERY SERVICE - ECOSS COMPLIANT WITH ORDER IN DOCKET NO. 08-0532  RR

2009 TEST YEAR 2009 EPEC

Test Year Embedded Unit Total Unit Total as a % of Overall Unit Total

RESIDENTIAL DELIVERY CLASSES Billing Units Cost Cost Revenue Revenue Revenue Charges (1) (5) Revenue SFV Revenue EPEC   $/kWh Rate (1) Revenue Revenue

 A  B  C  D   E  F  G  H  J  K L M N P

=B/A =AxC  =ΣD by class  =ExRR/ER  =(B/A)x(RR/ER)  =AxG  =ΣH by class  =J/F  =J/[A kWh]  =AxM  =ΣN by class

SINGLE FAMILY

Customer Charge 27,237,802         $260,348,697 $9.56 $260,393,387 $18.70 $509,346,897 60% $8.23 $224,068,510

Standard Metering Service Charge 27,237,802         $87,150,513 $3.20 $87,160,966 $3.20 $87,160,966 $2.75 $75,002,012

DFC (kWh) (2) 22,155,696,826  $616,841,041 $0.02784 $616,814,600 $0.01660 $367,784,567 40% $0.02396 $530,768,963

IEDT (kWh) (3) 22,155,696,826  $27,810,916 $0.00126 $27,916,178 $0.00126 $27,916,178 $0.00108 $24,021,871

Total $992,285,131 $992,204,823 $992,208,608 100.0% $0.0448 $853,861,356

MULTI FAMILY

Customer Charge 14,037,665         $103,082,371 $7.34 $103,036,461 $9.37 $131,532,921 60% $6.32 $88,662,875

Standard Metering Service Charge 14,037,665         $44,915,058 $3.20 $44,920,528 $3.20 $44,920,528 $2.75 $38,654,114

DFC (kWh) (2) 6,094,402,376    $138,203,163 $0.02268 $138,221,046 $0.01800 $109,699,243 40% $0.01952 $118,939,210

IEDT (kWh) (3) 6,094,402,376    $7,649,982 $0.00126 $7,678,947 $0.00126 $7,678,947 $0.00108 $6,608,149

Total $293,856,982 $293,833,200 $293,831,639 100.0% $0.0482 $252,864,348

RESIDENTIAL TOTAL Residential ECOSS-Based Revenue $1,286,142,113 $1,286,038,023 $1,286,040,247 100.0% $0.0455 $1,106,725,704

Annual Bills 41,275,467         ER

Annual kWhs 28,250,099,202  

Notes:

  (1)  Minor rounding exists.

  (2)  DFC means Distribution Facilities Charge.

  (3)  IEDT means Illinois Electricity Distribution Tax Charge.

  (4)  SFV means Straight Fixed Variable.

  (5)  Customer charge and DFC adjusted for 60/40 SFV proposal.

ECOSS-BASED REVENUE EXEMPLAR RATES SFV 60/40 (4) STAFF PROPOSED RATES AT STAFF PROPOSED REVENUE REQUIREMENT



 

HELP REDUCE 

GLOBAL 

WARMING  IL DEPARTMENT OF COMMERCE AND ECONOMIC OPPORTUNITY 

 

Energy Efficiency and Sustainable 

Funding Opportunities for Illinois 

SAVE $.  EVERY $ INVESTED IN ENERGY EFFICIENCY SAVES EVEN MORE $$$ IN ENERGY SAVINGS 

PUBLIC SECTOR  

 

State & Federal Facilities 

Municipals, counties, 

townships 

K-12 schools 

Community Colleges 

Universities & Colleges 

Public safety, water & 

park districts 

LOW INCOME/RESIDENTIAL  
 

New Construction/Gut rehab 

Remodeling/Weatherization 

EDUCATION & TRAINING 
 

Building Codes 

Building Operators/Owners 

Design/Construction & HVAC 

Replacement Industry 

TECHNICAL ASSISTANCE 
 

Building Assessments 

Design Assistance 

Large Customer Management  

       Practices  

Energy Performance Contracting    

Standard incentives for quantifiable, electric efficiency measures 

 

Custom incentives in $/kWh saved for nonstandard measures 

 

New construction funding for buildings built beyond code 

 

Management practices assessment & technical energy audits for large 

       customers 

 

Design assistance & energy audits for public facilities and  

       private business owners 

 

Per unit incentive for developers of affordable housing that commit  

       to a complete list of energy efficiency measures 

 

Training for building professionals 

 

Partnering with K-12 schools to sell CFLs and provide efficiency education 

More info? 

 illinoisenergy.org  

ileeps.org 

ILLINOIS ENERGY EFFICIENCY PORTFOLIO  

 
     An initiative introduced by Governor Blagojevich and 

signed into law August 2007.  Among the most ambitious 

energy efficiency standards in the nation.  Requires Illinois 

utilities to reduce overall electric usage by 0.2% of demand in 

2008, escalating to 2.0% by 2015.   

     Creates a substantial budget for programs and incentives to 

reduce electrical energy usage and demand for customers of 

ComEd and Ameren.  Approximately $50 million devoted to 

various sectors of utility customers in first year; > $100 million 

in second year, and  > $150 million in the third year. 

     By far the largest opportunity Illinois has had for achieving 

energy efficiency and demand reduction. 

 

 PROGRAM EXAMPLES INCLUDE 
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IL DEPARTMENT OF COMMERCE AND ECONOMIC OPPORTUNITY 

 

NEW ENERGY EFFICIENCY & SUSTAINABLE FUNDING OPPORTUNITIES  

 

Public Sector Standard Incentive Program  
Encourages facilities to improve the efficiency of equipment to reduce the amount of electricity 

required. 

Standard incentives for a specific list of electric energy efficiency measures. 

Measures will include energy efficient lighting, motors, variable frequency drives, cooling 

equipment, traffic signals and exit signs, among others. 

DCEO contact: Andrea Reiff, 217/785-0164, <andrea.reiff@illinois.gov> 

 

Public Sector Custom Incentive Program 

Encourages facilities to improve the efficiency of equipment or process to reduce the amount of 

electricity required. 

Incentives for facility improvements that reduce the electricity use for measures not specifically 

listed in the Public Sector Standard Incentive Program. 

DCEO contact: Tom Coe, 217/785-2433, <tom.coe@illinois.gov> 

 

Public Sector New Construction Incentive Program 

Encourages applicants to design new construction to achieve the greatest level of energy  

 efficiency.  

Incentives for facility design improvements beyond code. 

Incentive levels will increase for additional percentages beyond code. 

Modeling from DOE2 or ComCheck required. 

DCEO contact: Tom Coe, 217/785-2433, <tom.coe@illinois.gov> 

 

Illinois Energy Efficient Affordable Housing Construction Program (EEAHCP) 

Grants for Illinois based non-profit and for-profit housing developers to include energy efficient 

building practices in the rehab or new construction of affordable housing units. 

Additional electricity savings measures will be included.  

DCEO contact: Maureen Davlin, 217/785-2373, <maureen.davlin@illinois.gov > 

 

Low Income Energy Efficient Residential Retrofit Program 

Leverage existing programs to maximize electricity savings in low income residences. 

Partnerships with Program Implementers such as state agencies, local governments, lending  

 institutions, housing authorities, and affordable housing developers. 

Grants for Program Implementers to distribute funds for energy efficiency measures to  

 customers participating in their programs or for the direct installation of energy efficiency 

measures. 

DCEO contact: Maureen Davlin, 217/785-2373, <maureen.davlin@illinois.gov > 

 

Building Industry Training and Education Program 

Assist in the development of a robust energy efficiency services market necessary to achieve the 

energy savings goals in future years. 

Grants for organizations to train professionals to satisfy the building construction industry's need 

for an energy-technologies trained workforce and to promote an expanded use of these  

 technologies throughout the State. 

DCEO contact: Bruce Selway, 217/785-2023, <bruce.selway@illinois.gov> 

 

TDD USERS:  FOR ALL PROGRAMS, CALL 800-785-6055 

mailto:andrea.reiff@illinois.gov
mailto:tom.coe@illinois.gov
mailto:tom.coe@illinois.gov
mailto:maureen.davlin@illinois.gov�
mailto:maureen.davlin@illinois.gov�
mailto:bruce.selway@illinois.gov
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Outline for John Rowe’s Keynote Speech at American Council for an 
Energy Efficient Economy  

Fifth National Conference  -  Energy Efficiency as a Resource 
The Drake Hotel, Chicago 

8:45 AM, Monday, September 28, 2009  
 

Thank you, Val [Jensen]. 
 

I’d like to talk to you this morning a bit about where energy 
efficiency has been and where it may be going. 

 
A proponent of energy efficiency for nearly 26 years as a CEO in this industry. 
 

I started at Central Maine where we promoted energy efficiency 
 
Customer tour with Maine legislators to show them customers who took 
advantage of energy-efficiency programs 
 
Again at NEES (North Eastern Electric System) – Massachusetts 
Incentive System 

 
Partnership with the Conservation Law Foundation was one of the 
first major collaborations with the environmental community  
 
Profit incentives for utilities promoting energy efficiency – need to 
recover costs and investments 
 
“The rat must smell the cheese.” 
 
Remains as good a model as any. 

 
Emphasis on energy efficiency has continued at Exelon. 
 

In August of 2008, released Exelon 2020, our plan to reduce, offset, or 
displace 15 million metric tons of greenhouse gas emissions each year by 
2020. 
 

Equal to our 2001 carbon footprint. 
 

An impressive accomplishment for a utility. 
 
The most comprehensive and innovative plan of its kind in the 
industry. 
 

 1

mcmc
Typewritten Text
Docket No. 10-0467ICC Exhibit 13.0Attachment BPage 1 of 6

mcmc
Typewritten Text

mcmc
Typewritten Text

mcmc
Typewritten Text

mcmc
Typewritten Text
Source : http://www.exeloncorp.com/Newsroom/speeches/speeches.aspx#section_1



As of the end of 2008 we had reduced our emissions by nearly 6 
million metric tons – roughly one-third of the way to our goal. It 
shows that this goal can be accomplished. 
 
Visit our website – www.exeloncorp.com – where you can find a 
copy of the plan and outlines of our progress to date. 

  
Heart of Exelon 2020 is an economic analysis of how to abate our 
greenhouse gas emissions at the lowest cost. 
 

All options are ordered on a price curve.  
 
Gives us a roadmap to eliminate our footprint by doing the 
cheapest things first. 
 
Not a surprise that the steps we took first – the cheapest and best 
options – were related to energy efficiency. 
 

A large part was improving our own energy efficiency. 
 

Renovated our headquarters to achieve LEED Platinum certification 
– the highest honor.  
 

Utilized recycled components, installed EnergyStar rated 
appliances, emphasized natural light to reduce lighting 
requirements. 
 
Result was reduced energy consumption by 50%. 
 
Remains the largest commercial office space renovation in 
the world to receive LEED Platinum status. 

 
Three other facilities built to LEED specifications, including a new 
administrative building at Clinton nuclear power plant in IL. 
 
Part of an initiative to reduce energy consumption at our 
commercial buildings by 25% by 2012. 
 

Have done the low-hanging fruit, and reaching the target 
would cost in the neighborhood of $25 million. 
 
But we believe that these are projects with fast paybacks, 
and we are focused on getting them done.  

 
Exelon 2020 also focuses on helping our customers and the communities 
we serve reduce their emissions. 
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ComEd and PECO are implementing a portfolio of energy efficiency 
and demand response programs. 
 

Plan to spend $290 million per year over the next five years. 
 
Aim to help our customers reduce their energy consumption 
by more than 3.7 million megawatt hours and reduce peak 
load by 388 megawatts. 
 
ComEd worked with the ICC, the attorney general’s office, 
and environmental and consumer advocacy groups to pass 
efficiency legislation. 
 

ComEd’s energy efficiency portfolio, Smart Ideas, 
celebrated its first anniversary this summer. 
 

Exceeded its megawatt hour savings goal by 
23%, came in under budget by 14%, and 
saved 204,000 megawatt hours – enough to 
power 21,000 typical homes for a year. 
 
May not be big by some standards, but our 
savings targets double and triple over the next 
several years. 

 
PECO filed its energy efficiency and demand 
response plan in July, and is awaiting approval from 
the PAPUC. 

 
ComEd and PECO are experimenting with innovative technology 
and pricing programs.  
 

Over 6,000 ComEd residential customers have signed up for 
real-time pricing, permitting them to reduce or shift their 
energy consumption. 
 
 Largest program of its kind in the country.  
 
ComEd plans to spend ~$300 million over the next three 
years on smart grid technology. 
 

Installation of as many as 320,000 smart meters  
 
Smart Grid improvement projects – have applied for 
DOE economic stimulus funds 
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And perhaps the most in-depth exploration of 
customer interaction with new technology, testing 20 
combinations of technology and dynamic pricing. 

 
PECO already has one of the largest fully automated meter 
reading systems in the country, and intends to upgrade to 
two-way smart meters for up to 1.6 million customers. 

 
To address climate change, we need effective carbon legislation with a concerted 
focus on energy efficiency. 
 
 It is essential that our response put a price on carbon. 
 

Essential to encourage low carbon investments and discourage 
high-carbon investments. 

 
Also essential because without one we won’t do the cheapest 
things first. Cap and trade will cost money but the alternatives will 
cost more. 

 
  Perfectly illustrated by a poll by Resources for the Future. 
 

Our current approach to climate frequently chooses the most 
expensive options first. 
 

Renewables standards have been in vogue at the state 
level, and we will likely have a federal standard soon.  
 
Waxman-Markey will likely encourage an even greater 
amount of wind generation. 
 
Yet Exelon 2020 indicates that wind isn’t economic on an 
unsubsidized basis without carbon prices of $50-$75 per 
metric ton. 

 
We must have a market-based system that forces us to do the 
cheapest things, like energy efficiency, first and the other items in 
merit order. 
 

Doing otherwise will impose great costs on American energy 
consumers. 

 
And done right, carbon legislation can be a tool to promote even 
greater energy efficiency. 
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Exelon is exploring ways to create a market mechanism for 
energy efficiency such as getting credits for ee programs, 
perhaps defining them as a domestic offset. 
 
A market incentive will be more effective than any 
government standard or prescriptive program. 
 
Once again, the rat must smell the cheese. 

 
 It is essential that our response include a robust cost-containment method. 
 

A fragile economic recovery has likely begun – a remarkable fact 
given the state of the credit markets twelve months ago. 
 
Addressing climate change will not be costless, and we need to 
take steps to prevent energy price volatility and extreme increases. 
 
The Waxman-Markey bill contains a reasonable cost control 
mechanism. 
 
But we should continue to evaluate the effectiveness of other cost 
containment mechanisms, like price collars. 

 
Finally, it is essential that our response incorporate competition and the 
power of markets. 

 
Some see carbon legislation as just another issue they can use as 
a cudgel against President Obama. 
 
 In the short term they may be right. 
 

But the EPA has received license from the Supreme Court to 
regulate CO2 as a pollutant. 
 
If Congress doesn’t act, the EPA will. 
 
The result will be more arbitrary, more expensive and more 
uncertain for investors and the industry than a reasonable 
legislative solution. 
 
I am disappointed that that Congressional Republicans and 
business groups can’t recognize this reality. 
 

Because of their stridency against carbon legislation, 
Exelon has decided not to renew its membership in 
the US Chamber this year.  
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The danger in command and control is that no one really knows 
what the final technological solutions will look like. 

 
Since we prepared the initial Exelon 2020 analysis, 
economic growth has slowed and natural gas prices have 
plummeted  

 
Technologies that once looked attractive now look less so, 
while others have improved. 
 
And therein lies the danger of choosing an option based 
upon a snapshot in time. 

 
Be very wary of anyone who says “I have seen the future 
and it works.” 
 
We need markets give us feedback and allow adaptation.  
Markets encourage competition, lowest-cost options first and 
innovation. 

 
An exciting time for our industry and for proponents of energy efficiency. 
 

Breakthroughs on climate change and improving our society’s energy 
efficiency are within reach. 

 
We must be mindful of the ways in which energy efficiency can be a 
resource to help meet our energy needs. 
 

And we must remind policymakers for whom renewables appear to 
be a far sexier option. 

 
We must keep our focus on the costs and ensure that we are doing the 
cheapest things first.  
 
We must have the continued cooperation of policymakers to ensure that 
doing the cheapest things first does not undercut our financial health. 
 
And we must continue to work hard to pass cap-and-trade legislation that 
will rationalize the costs of our options across our economy. 

 
I am grateful for all your advocacy on those efforts in the past and in the months 
to come. 
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