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Q.  Please state your name and business address. 1 

A.  My name is Philip Rukosuev, and my business address is 527 E. Capitol Avenue, 2 

Springfield, Illinois 62701. 3 

 4 

Q.  Are you the same Mr. Rukosuev that previously filed testimony in this 5 

proceeding? 6 

A.  Yes, I am. 7 

 8 

Q.  What issues do you address in your rebuttal testimony? 9 

A.  I respond to testimony from Commonwealth Edison Company (“ComEd” or the 10 

“Company”) and a number of intervenors in this case. Specifically, I address 11 

rebuttal testimony by ComEd witnesses Heintz; direct testimony by Request 12 

Equitable Allocation of Costs Together (“REACT”) witness Merola; and direct 13 

testimony by IIEC witness Stowe. 14 

 15 

Q.  Are you sponsoring any schedules or attachments with your testimony?  16 

A.  Yes, I have attached the following: 17 

Attachment A - ComEd Response to Staff Data Requests TEE 11.01 and TEE 18 

11.04. 19 

 20 

Q.  Please summarize the conclusions in your rebuttal testimony. 21 

A.  Based upon my review of ComEd rebuttal and intervenor direct testimony, I 22 

conclude as follows: 23 
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1. The Commission should reject the Company‟s proposed changes to the 24 

manner it functionalizes General and Intangible Plant (“G&I”) and ComEd‟s 25 

revenue requirement should reflect the adjustment shown on Staff Exhibit 26 

16.12. 27 

2. The Commission should reject the Company proposal to limit the definition of 28 

customer care costs to direct operating and maintenance (“O&M”) costs only. 29 

The Commission should direct ComEd to include in its analysis the costs 30 

associated with the full revenue requirement rather than restrict the analysis 31 

only to direct O&M costs. 32 

3. The Commission should adopt ComEd‟s Switching Study for use in 33 

determining the distribution revenue requirement. The results of this study are 34 

consistent with ComEd‟s customer service operations and are in line with how 35 

other Illinois utilities allocate such costs between distribution and supply. 36 

4. In the event that the Commission adopts ComEd‟s Allocation Study for 37 

allocating customer care costs, I recommend that the Commission reject 38 

REACT‟s adjustments to this allocation study.  39 

5. The Commission should stand by its preference for the Coincident Peak 40 

(“CP”) methodology for primary lines and substations. 41 

 42 

I. FUNCTIONALIZATION OF GENERAL AND INTANGIBLE PLANT 43 

 44 

Q. Does Company witness Heintz discuss the functionalization of G&I plant in 45 

his rebuttal testimony? 46 
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A. Yes.  However, Mr. Heintz does not directly respond to my testimony on this 47 

issue. Instead, in his rebuttal testimony, Mr. Heinz states the following: 48 

 Mr. Rukoseuv comments upon and objects to the manner by which 49 
general and intangible plant is functionalized in ECOSS. At this time, I 50 
point out that ECOSS, of necessity, must functionalize general and 51 
intangible plant in the same manner as proposed by ComEd witness 52 
Houtsma (ComEd Exs. 6.0 Revised and 29.0) in the development of the 53 
overall revenue requirement. Ms. Houtsma plans to respond to Staff and 54 
address the way this functionalization was performed in her surrebuttal 55 
testimony. (ComEd Ex. 51.0, p. 9) 56 

 57 

Q. Does any other ComEd witness discuss this issue in rebuttal? 58 

A. No, they do not. 59 

 60 

Q. How do you respond to this statement from Mr. Heintz? 61 

A. The response is unacceptable. By not addressing this issue in its rebuttal 62 

testimony but presumably addressing the issue in Ms. Houtsma‟s surrebuttal 63 

testimony, I will be denied the opportunity to provide rebuttal testimony on this 64 

issue.   65 

 66 

Q. Based on the preceding discussion, do you find any reason to change your 67 

recommendation regarding the Company’s proposed changes to the 68 

functionalization of G&I? 69 

A. No, I continue to recommend that such G&I changes be rejected and ComEd‟s 70 

revenue requirement be decreased accordingly. ComEd has failed to present any 71 

arguments in support of its positions on this issue in its rebuttal testimony.  72 

 73 
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Q. Is there anything else you would like to discuss concerning the 74 

functionalization of G&I? 75 

A. Yes. My direct testimony referenced the Company‟s estimates that its 76 

functionalization proposal for G&I plant would increase the revenue requirement 77 

by $1.970 million based on ComEd‟s response to Staff Data Request TEE 6.01. 78 

However, subsequent Company responses to additional Staff discovery on this 79 

issue provided updated amounts. (See Attachment A, Company Responses to 80 

TEE 11.01 and TEE 11.04)  Staff‟s adjustment for the reallocation of G&I is 81 

presented in Schedule 16.12 which was filed on December 23, 2010 with the 82 

rebuttal testimony of Staff witness Ebrey. (ICC Staff Ex. 16.0) 83 

 84 

II. CUSTOMER CARE COSTS 85 

 86 

Q. Have you reviewed the rebuttal testimony of REACT witness Merola? 87 

A. Yes, I have. 88 

 89 

Q. What issues in Mr. Merola’s testimony will you discuss in your rebuttal 90 

testimony? 91 

A. I will focus on the following positions taken by Mr. Merola: 92 

1. His position that ComEd improperly limited its analysis to examining only O&M 93 

costs; 94 

2. His argument that the Allocation Study, rather than a Switching Study, should 95 

be used to determine customer costs; and 96 
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3. His rejection of allocators within ComEd‟s Allocation Study and the revisions 97 

he proposes. 98 

 99 

COMED‟S DEFINITION OF CUSTOMER CARE COSTS 100 

 101 

Q. What issue does REACT raise concerning ComEd’s definition of customer 102 

care costs? 103 

A. REACT witness Merola contends that the Company defines these costs too 104 

narrowly. According to Mr. Merola, ComEd excluded a significant share of 105 

customer care costs from both its Switching Study and Allocation Study by 106 

limiting its analysis to direct O&M costs. He argues that ComEd should account 107 

for the full revenue requirement associated with customer care, instead of just a 108 

subset. (REACT Ex. 2.0, p. 20) In other words, rather than restrict the analysis 109 

only to direct O&M costs as ComEd did, REACT argues that ComEd should 110 

include all costs (direct and indirect) in the revenue requirement in its studies.  111 

 112 

Q. How do you assess this issue? 113 

A. I agree with Mr. Merola‟s arguments on this issue. 114 

 115 

Q. When did this issue about direct O&M costs vs. total costs arise? 116 

A. The issue arose in ICC Docket No. 08-0532, when REACT argued that ComEd 117 

improperly limited its analysis to examining only O&M costs to determine the 118 

level of customer care costs. (Docket No. 08-0532, REACT Ex. 2.0, p. 14) 119 
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REACT witness Merola explained the logic of that approach as it includes all 120 

customer care costs included in ComEd„s ECOSS, and thus in ComEd„s rates. 121 

By ignoring the other components of the revenue requirement (costs associated 122 

with salaries, pensions, benefits and other similar costs), ComEd has improperly 123 

excluded from its calculation of customer care costs allocation substantial costs 124 

that are included in its overall revenue requirement. (Id.) In its Final Order, the 125 

Commission stated the following with respect to ComEd‟s customer care costs: 126 

 127 
1. First, the parties cannot agree on what costs we are allocating. Is it 128 

merely the O&M costs as proposed by ComEd or the much larger 129 
amount proposed by REACT that includes all the customer care costs 130 
in ComEd„s ECOSS? (Order at 68) 131 
 132 

2. To facilitate the further analysis of these issues, ComEd is directed to 133 
perform an embedded cost study for these costs and present it for 134 
consideration and discussion in its next rate proceeding. (Order at 68, 135 
emphasis added) 136 

 137 
3. ComEd is directed to file an embedded cost of service study for these 138 

costs and to also include the results of its avoided cost study. This will 139 
give the Commission the opportunity to review and compare both 140 
methodologies and reach a decision based on all the relevant 141 
information. (Order at 68, emphasis added) 142 

 143 

As evidenced by the last two excerpts, the record was void of the information 144 

needed to understand what is meant by referencing “these costs.” Thus, the 145 

Commission did not provide sufficient direction to determine what costs should 146 

be included in the analysis of customer care costs. Consequently, ComEd 147 

interpreted the term “these costs” in the Final Order to mean direct O&M costs.  148 

 149 
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 This issue is being reintroduced by REACT in the current proceeding where it 150 

argues that ComEd‟s focus on direct O&M costs excludes from its calculation of 151 

customer care costs allocation a total of approximately $144.11 million that is 152 

included in ComEd‟s total revenue requirement. (REACT Ex. 2.0, p. 20)  REACT 153 

states that this exclusion artificially shrinks the “pie” before determining how to 154 

allocate the “pie” between delivery and supply functions. (Id., p. 9) 155 

 156 

Q. How do you evaluate and respond to REACT’s arguments on this issue? 157 

A. I believe REACT has a valid argument. It appears that ComEd utilized a lack of 158 

clarity in the Docket No. 08-0532 Order as a basis to limit its review to only direct 159 

O&M costs. However, ComEd has not offered any persuasive reasons for limiting 160 

its analysis of customer care costs to only direct O&M costs. This stands in 161 

contrast to the more satisfactory explanation REACT provided in direct testimony 162 

for including all associated customer care costs in ComEd‟s analysis as 163 

previously noted in my testimony. 164 

 165 

Q. Do you find any other reasons to include all associated customer care 166 

costs in ComEd’s analysis? 167 

A. Yes, such an approach is consistent with ComEd‟s general embedded cost of 168 

service study (“ECOSS”) methodology. Since ComEd has numerous 169 

functionalization factors (including factors for labor, equipment, and software) to 170 

allocate components of its revenue requirement in its general ECOSS, it should 171 

                                            
1
 According to REACT, ComEd excluded $101.6 million in administrative and general expenses, $1.2 

million in customer accounts and service expense, $16.7 million in depreciation expenses, $6.4 million in 
taxes other than income, and $18.2 million in return on its rate base. (REACT Exhibit 2.0, p. 20) 
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have taken a similar approach with customer care costs.  In other words, since 172 

ComEd‟s general ECOSS allocates all direct and indirect costs among all 173 

customers, the allocation of customer care costs should also be determined in 174 

the same way. That means including direct administrative and general and other 175 

applicable indirect costs in the analysis.2 Also, according to Principles of Public 176 

Utility Rates (2nd Ed.): 177 

 In the regulation of private utility companies, and even in the ratemaking 178 
practices of publicly owned plants, the determination of general rate levels 179 
is likely to take precedence over the determination of specific rate 180 
schedules; and there the most directly pertinent costs are the total costs, 181 
including the overhead costs. In other words, the cost principle is taken to 182 
mean that rates as a whole should cover costs as a whole.3 (Emphasis 183 
added) 184 

 185 

 By excluding other costs such as $101.6 million in administrative and general 186 

expenses, $1.2 million in customer accounts and service expense, $16.7 million 187 

in depreciation expenses, $6.4 million in taxes other than income, and $18.2 188 

million in return on its rate base (see REACT Ex.  2.0, p. 20), ComEd is applying 189 

an inconsistent approach to the general concept of an ECOSS. 190 

 191 

Q. Do you agree with REACT regarding $144.1 million amount? 192 

A. No. According to REACT, ComEd has excluded a total of $259.0 million in costs 193 

from its customer care analysis. (REACT Ex. 2.0, p. 20) However, this 194 

                                            
2
 These may include direct costs of materials, labor, purchased services as well as certain indirect costs 

such, e.g., department overheads, administrative and general costs, and taxes. Indirect costs are 
associated with the services performed in proportion to the direct costs of the services or other relevant 
cost allocators. 
 
3
 Bonbright, James C., Albert L. Danielsen, and David R. Kamerschen. "Cost of Service as a Basic 

Standard of Reasonableness." Principles of Public Utility Rates. 2nd ed. Arlington, VA: Public Utilities 
Reports, 1988. 116. 
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preliminary amount includes two categories of costs, Metering Services and 195 

Advertising costs, which ComEd deemed to be related solely4 to its distribution 196 

service5.  Based on ComEd‟s explanation of the nature of these costs, REACT 197 

witness Merola agreed with ComEd that those two categories of costs should be 198 

excluded from the analysis. (Id., pp. 14-15)  However, it appears that Mr. Merola 199 

excluded only Metering Services costs from this preliminary amount:  200 

 201 

Even assuming that metering services are properly removed from the 202 
analysis, ComEd has still excluded $144.1 million from the remaining 203 
Customer Care Costs. Again, this amounts to ComEd artificially shrinking 204 
the “pie” before determining how to allocate the “pie” between delivery and 205 
supply functions. (REACT Ex.  2.0, p. 20) 206 

 207 

 As evident from the excerpt above and also from REACT Exhibit Nos. 2.2, 2.4, 208 

and 2.5, Mr. Merola failed to exclude from its analysis $2.2 million of Advertising 209 

costs. Therefore, the relevant figure instead should have been $141.9 million. 210 

 211 

Q. What do you recommend with respect to the issue of total customer care 212 

costs vs. direct O&M costs? 213 

A. I recommend the Commission reject ComEd‟s approach to base the allocation of 214 

customer care costs on an analysis of direct O&M costs only and require ComEd 215 

to revise its allocation analysis, consistent with the Commission‟s directive in 216 

Docket No. 08-0532.   Specifically, the Switching Study and the Allocation Study 217 

                                            
4
 Based on ComEd‟s explanation of the nature of these two categories of costs in the current proceeding 

as well as in Docket No. 08-0532, I agree with ComEd that these costs are undisputedly related to 
ComEd‟s distribution service. 
5
 See ComEd Ex.  19.0 Revised, pp. 4-5. 
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analyses should be subject to the additional “cost to serve amount” of $141.9 218 

million. 219 

 220 

 SWITCHING STUDY VS. ALLOCATION STUDY 221 

 222 

Q. Please summarize the Switching vs. Allocation study issue that pertains to 223 

customer care costs. 224 

A. The issue is whether the level of customer care costs to be included in the 225 

revenue requirement should be based on an avoided6 cost based Switching 226 

Study or an embedded cost allocation between distribution and supply used in 227 

the Allocation Study. 228 

 229 

Q. What position does REACT witness Merola take with respect to this issue? 230 

A. He contends it should be based on an embedded cost allocation between 231 

distribution and supply. Mr. Merola argues that the Company‟s Switching Study 232 

has improperly allocated customer care costs to delivery customers. In his view, 233 

these costs which include “billing, bill issue and processing, customer 234 

information, and metering services” not only support the delivery function but 235 

serve the supply function as well. (REACT Ex. 2.0, pp. 16-17) Mr. Merola argues 236 

that ComEd over-allocates these costs to distribution by determining the share 237 

going to supply on what is essentially a marginal cost basis, an approach he 238 

deems unpersuasive and questionable (Id., p. 16). Consequently, Mr. Merola 239 

                                            
6
 As referenced by the Commission in Docket No. 08-0532, Final Order at 68. 



Docket No. 10-0467 
                                                                           ICC Staff Exhibit 28.0 

 

11 
 

finds that at least $90.8 million in customer costs should be reallocated from the 240 

delivery to the supply function. (REACT Ex. 2.0, p. 10) 241 

 242 

Q. How does the Company respond to Mr. Merola’s argument? 243 

A. ComEd continues to dispute the argument that its Switching Study is inconsistent 244 

with the embedded cost approach. In the current proceeding, in his supplemental 245 

direct testimony, ComEd witness Garcia stated that 246 

 [t]he Switching Study is not inconsistent or incompatible with ComEd‟s 247 
embedded cost of service study. The Switching Study is essentially just a 248 
means of determining and demonstrating what portion of the remaining, 249 
common costs are distribution related and which are not. It is merely an 250 
added step in the direct assignment of costs that are attributable to the 251 
delivery service function, like meter reading. As noted previously, direct 252 
assignments were the starting point for both the Switching Study and 253 
Allocation Study. Moreover, the direct assignment of costs is a common 254 
part of the development of an embedded cost of service study. (ComEd 255 
Ex. 24.0, p. 10, emphasis added) 256 

 257 

 In addition, in his rebuttal testimony, Mr. Garcia added the following with respect 258 

 to this issue: 259 

Direct assignment is a common step in the preparation of an ECOSS. 260 
Indeed, even Mr. Merola applied such a step with respect to his proposed 261 
treatment of metering services costs, noting that they should be deemed 262 
delivery service costs because “[m]etering Services are provided for all 263 
customers regardless of the customer‟s choice of generation supplier. 264 
(ComEd Ex. 50.0, p. 10, emphasis added) 265 
. 266 
 267 

With respect to metering services costs mentioned above, the Switching Study 268 

recognizes that customers switching suppliers will continue to require metering 269 

services; thus, there is no justification for allocating any of those costs to supply 270 

which would in turn allow switching customers to bypass those costs.  271 
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 272 

Ironically, Mr. Merola indirectly agrees with at least some of ComEd‟s Switching 273 

Study conclusions. For example, with regards to Advertising and Metering 274 

Services costs, Mr. Merola concludes that none of these costs are allocable to 275 

supply, i.e., that none of those costs are reduced or eliminated when customers 276 

switch suppliers.  However, Mr. Merola never explains why that same situation is 277 

not applicable to other customer care costs.  278 

 279 

Q. What problems would arise from the adoption of the Allocation Study 280 

proposed by REACT? 281 

A. REACT‟s proposal would create disparities in rates between sales and delivery 282 

customers that would be difficult to justify from a cost standpoint. Bundled and 283 

unbundled customers would pay significantly different billing costs according to 284 

REACT‟s analysis even if the underlying costs have not changed substantially. 285 

Unlike Mr. Merola‟s unsupported adjustments for the Allocation Study, the 286 

Switching Study recognizes that the cost of providing customer care for 287 

unbundled customers is almost equal7 to the combined cost for bundled 288 

customers. Thus, ComEd or its remaining customers would not be treated fairly 289 

by re-allocating costs based on an Allocation Study that bears no relation to the 290 

reality of ComEd‟s operations.   291 

 292 

                                            
7
Mr. Merola‟s argument ignores the situation where, if customer switching were to increase ten-fold from 

the current level of 1% to 10%, ComEd would only save a few hundred thousand dollars in additional 
costs. (ICC Staff Ex. 12.0, p. 30) 
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Q. Do you agree with ComEd that the Switching Study is appropriate to use in 293 

this case? 294 

A. Yes, I do. First, I consider the Switching Study to be a subset of, and consistent 295 

with, ComEd‟s general ECOSS.  Second, the results of ComEd‟s Switching 296 

Study show that the current level of customers switching to Retail Electric 297 

Suppliers (“RES”) service, which is 1%8, has not made an impact on ComEd‟s 298 

costs related to customer services and, thus, does not appear to be a significant 299 

cost issue for ComEd ratepayers. 300 

 301 

 THE ALLOCATORS FOR COMED‟S CUSTOMER CARE ALLOCATION STUDY  302 

 303 

Q. Are the allocators for the Allocation Study a relevant issue that the 304 

Commission needs to address? 305 

A. The issue is relevant only in the event that the Commission approves REACT 306 

witness Merola‟s proposal to allocate customer care costs on an embedded cost 307 

basis, that is, using an Allocation Study instead of a Switching Study as the 308 

Company and I recommend. REACT witness Merola proposes several 309 

adjustments to the ComEd Allocation Study. 310 

 311 

Q. What are Mr. Merola’s concerns with the ComEd Allocation Study? 312 

A. REACT witness Merola contends that ComEd developed faulty allocators for its 313 

Allocation Study. Mr. Merola contends that ComEd‟s proposed allocators 314 

                                            
8
 Public switching statistics: http://www.icc.illinois.gov/electricity/switchingstatistics.aspx 
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generate implausible results. In essence, Mr. Merola criticizes ComEd‟s 315 

allocators as arbitrary, flawed, or incomplete. (REACT Ex. 2.0, pp. 25-26) 316 

Therefore, to mitigate the errors and enhance the „reliability‟ of the Allocation 317 

Study, Mr. Merola adjusted a few of ComEd‟s allocators, namely: the billing 318 

calculation allocator; the system billing allocator; the CIMS users allocator; and 319 

the IT general allocator. (Id., p. 26) His adjustments, or “fixes” to the allocation 320 

between supply and distribution, are as follows: 321 

 322 

REACT‟s 
ALLOCATION 

TITLE 

REACT‟s SUPPLY & 
DISTRIBUTION 
ALLOCATION 

ComEd‟s 
ALLOCATION 

TITLE 

ComEd‟s SUPPLY & 
DISTRIBUTION 
ALLOCATION 

Billing calculator 
allocator 

50% - 50% 
Billing Calculation 

Allocation 
25% - 75% 

System billing 
allocator 

54.6 - 45.4%  
Bill Print, Mailing 

and Imaging 
Allocation 

17% - 83% 

CIMS user 
allocator 

50% - 50% N/A9 N/A 

IT general 
allocator 

45.2% - 54.8% 
Information 

Technology10 
22% - 78% 

 323 

Q. Do you agree with these proposed changes? 324 

A. No, I do not. Despite all of his criticisms concerning ComEd‟s flawed allocators 325 

used in its Allocation Study, Mr. Merola presents no compelling arguments why, 326 

                                            
9
 There is no “CIMS allocator” per se like Mr. Merola references. Instead, it appears that Mr. Merola is 

probably proposing an adjustment to the second step of ComEd‟s three step IT cost assignment process. 
(See ComEd Ex. 19 Revised, p.29) 
 
10

 There is no “IT general allocator” per se like Mr. Merola references. Instead, according to ComEd, Mr. 
Merola is probably applying a weighted allocation of the six primary departments‟ costs to the IT costs 
that were incurred for support across all of customer operations. Mr. Merola applied an allocator based on 
the average allocation of other customer services IT costs after his 50-50 CIMS adjustment. (ComEd Ex. 
48.0, p. 11) 
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from a cost standpoint, his “adjustments” to these allocators renders them “more 327 

accurate.” He dismisses ComEd‟s Allocation Study‟s ability to allocate costs 328 

between distribution and supply because many of the allocators seem to have 329 

little to do with the costs they are purportedly allocating (REACT Ex. 2.0, p. 19). 330 

Mr. Merola, however, fails to provide cost justification for the alternative 331 

allocators he proposes. For example, in his direct testimony, Mr. Merola states 332 

the following with respect to his adjustments: 333 

 334 
Given the significant investment by ComEd in systems, people, and 335 
infrastructure it is far more reasonable to assume that these investments 336 
and costs are equally used to support calculation of both the supply and 337 
delivery bill, so I allocated the costs evenly between delivery and supply. 338 
(REACT Ex.  2.0, p. 28, emphasis added) 339 

 340 
CIMS clearly has a substantial role in supporting both the delivery and the 341 
supply functions; therefore, in the absence of meaningful data, I allocated 342 
the CIMS costs on an even split between delivery and supply. (Id., p. 29) 343 
 344 

  345 

Q. What is the problem with these arguments? 346 

A. They are simply unsupported assertions by Mr. Merola that may or may not be 347 

true. For example, he fails to explain why his 50/50 allocator for the billing 348 

calculator and CIMS user calculator is more accurate than what is being 349 

proposed by the Company. Thus, he fails to support his conclusion that 350 

approximately 20.7% ($90.8 million) should be allocated away from ComEd‟s 351 

distribution service-related revenue requirement and towards the supply function. 352 

 353 

 In fact, an almost identical arbitrary allocation methodology was rejected by the 354 

Commission in previous cases. For example, in ICC Docket No. 05-0597, a 355 
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coalition of alternative energy suppliers (“CES”) unsuccessfully requested that 356 

approximately 25% of ComEd's customer care costs be allocated to the supply 357 

function. This proposal was rejected by the Commission which stated: 358 

 359 
 The Commission finds CES‟ recommendation to allocate no less than one-360 

fourth of call center costs to supply, to the extent CES still supports this 361 
recommendation, to be unsupported and unsubstantiated. Accordingly, 362 
that proposal is hereby rejected. (Order at 257) 363 

 364 

 In Docket No. 08-0532, the Commission once again rejected a similar 365 

unsupported allocation as follows: 366 

 367 
 Staff also touches on the implications of adopting REACT„s proposal but it 368 

is hard to evaluate the best outcome without having the results of an 369 
embedded cost of service study performed by the Company. REACT 370 
asserts that it has done such a study, but its arbitrary 50-50 allocator 371 
renders it almost useless. (Order at 68, emphasis added) 372 

 373 
 REACT proposes allocating 1/3 of these costs to supply because 1/3 of 374 

the functions support supply. The problem with this approach is that the 375 
record does not contain evidence that 1/3 of the functions are purely 376 
supply or even that these functions are 1/3 of the costs for this 377 
department. REACT informs us that it was unable to get this information 378 
from ComEd. (Id., emphasis added) 379 

 380 

Q. What do you therefore recommend with respect to this issue? 381 

A. In the event that the Commission adopts the Allocation Study for allocating 382 

customer care costs, I recommend that the Commission reject REACT‟s 383 

adjustments. Imposing such an artificial distinction pretends to give effect to cost 384 

causation where none exists. 385 

 386 
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III. COINCIDENT PEAK (CP) vs. NONCOINCIDENT PEAK (NCP) ALLOCATION 387 

METHOD 388 

 389 

Q. Please begin by defining CP and NCP methods. 390 

A. The NCP method uses peak demands for all rate classes without regard to how 391 

those peaks coincide with the peak demand for the system as a whole. In 392 

contrast, the CP method measures the demands for each rate class at the time 393 

that demand by the system as a whole is at a peak. 394 

 395 

Q. What is the CP vs. NCP allocation issue in this case? 396 

A. The issue is whether the CP or NCP should be used to allocate primary lines and 397 

substations between customer classes. 398 

 399 

Q. Does IIEC witness Stowe present an argument on this issue? 400 

A. Yes, he does. Despite the fact that in Docket No. 08-0532 the Commission ruled 401 

to change the allocation of distribution substations and primary lines in ComEd‟s 402 

ECOSS from an NCP allocation factor to a CP allocation factor, in the current 403 

proceeding, IIEC witness Stowe calls into question the use of the CP allocation 404 

method for distribution substations and primary lines. He indicates that the CP is 405 

inconsistent with actual cost causation on the ComEd system.  (IIEC Ex. 3.0, p. 406 

20)  407 

 408 
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 Mr. Stowe states that in Docket No. 08-0532, ComEd presented testimony that 409 

relies on NCP demands to design the primary lines and substations supplying its 410 

secondary network because they combine the peak demands of all of the classes 411 

regardless of when those peak demands occur. In other words, the NCP 412 

demands reflect the maximum demand that would occur if all of the classes 413 

peaked simultaneously. This means that system designers cannot simply design 414 

the primary circuits and substations to distribute the amount of power that flowed 415 

through the primary distribution system during a historical system peak hour. 416 

Rather, they must rely on estimates – in particular, “worst case”11 estimates – 417 

when designing the systems for future use. (IIEC Ex.  3.0, p. 22) Mr. Stowe also 418 

indicates that the Electric Utility Cost Allocation Manual published by NARUC 419 

provides that the NCP allocator is normally used for allocation to sub stations and 420 

primary lines. (Id., pp. 23-24) 421 

 422 

Q. What is the background on this issue? 423 

A. In Docket No. 08-0532, Staff and the City of Chicago (“City”) called into question 424 

the use of the NCP allocation method for distribution substations and primary 425 

lines. Staff and the City preferred the CP allocator over the NCP allocator 426 

because they did not believe that the latter accurately reflects how the costs of 427 

distribution lines and substations are incurred. The City stated that the manner in 428 

which ComEd„s ECOSS allocates the costs of primary wires results in inflated 429 

rates for street lighting customers. City witness Bodmer testified that ComEd„s 430 

                                            
11

 Primary circuits and substations are designed to provide safe and reliable power under both normal 
and extraordinary conditions, and at any time of the day. (IIEC Ex. 3.0, p. 21) 
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method is incorrect. Mr. Bodmer advocated that primary lines be allocated using 431 

the CP methodology. (Docket No. 08-0532, City of Chicago Ex.  1.0, pp. 40-51) 432 

 433 

 Staff witness Lazare made the same recommendation in his direct testimony. Mr. 434 

Lazare stated that the NCP penalizes the lighting class which uses most of its 435 

electricity during off-peak, evening hours. In other words, lighting customers use 436 

less when capacity is tight and more when spare capacity is available. Thus, 437 

utilizing the CP methodology is a clear benefit to the system from a cost 438 

standpoint. (Docket No. 08-0532, ICC Staff Ex. 1.0, p. 35) 439 

  440 

 After hearing arguments from all parties, the Commission agreed with Staff‟s and 441 

the City‟s positions and stated the following:  442 

 We are persuaded that the allocation costs to substations and primary 443 
lines should be made on a CP basis. (Order at 55) 444 

 445 

Q. Do you believe that the Commission should “reverse course” with respect 446 

to its preference for the CP allocation methodology? 447 

A. No. First and foremost, this issue was reviewed at length very recently in Docket 448 

No. 08-0532. Second, this issue was the topic of debate in Ameren Docket Nos. 449 

09-0306/0311(Cons.)12. In that rate case proceeding, Ameren Illinois Utilities‟ 450 

(“AIU's”) electric COSS used the NCP allocator to allocate costs associated with 451 

primary distribution lines and substations among the rate classes. Staff, however, 452 

recommended that substation and primary line costs be allocated on a basis of 453 

                                            
12

 Central Illinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a 
AmerenCIPS and Illinois Power Company d/b/a AmerenIP, Proposed general increase in rates and 
revisions to other terms and conditions of service (tariffs filed June 5, 2009). 
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CP rather than NCP. (Docket Nos. 09-0306 - 0311 Cons., ICC Staff Ex.  7.0, p. 454 

6) There too, the IIEC supported AIU's use of the NCP allocator and accordingly 455 

opposed Staff's recommendation that the CP allocator be used to allocate costs 456 

of primary distribution lines and substations. (Docket Nos. 09-0306 - 0311 Cons., 457 

IIEC Ex.  8.0, p. 6) 458 

 459 

 Once again, the Commission had to determine which allocation method, NCP or 460 

CP, best allocates the costs of primary distribution lines and substations. 461 

Ultimately, the Commission ruled in favor of the CP methodology and stated as 462 

follows: 463 

 Because the demands of multiple classes on primary lines and 464 
substations more closely correspond to CP rather than NCP demands, the 465 
Commission agrees with Staff that the most reasonable, cost-based 466 
approach is to allocate the cost of this equipment according to the 467 
collective peak demands of all rate classes. (Order at 237) 468 

 469 

Q. What do you, therefore, recommend with respect to the CP vs. NCP issue?  470 

A. I recommend that the Commission continue to follow its Final Order in Docket 471 

No. 08-0532 which is consistent with its recent order in Docket Nos. 09-472 

0306/0311 (Cons.) with respect to its preference for the CP methodology. 473 

 474 

Q. Does this complete your rebuttal testimony? 475 

A. Yes, it does. 476 

 477 



ICC Docket No. 10-0467  
 

Commonwealth Edison Company’s Response to 
Illinois Commerce Commission (“STAFF”) Data Requests 

TEE 11.01 – 11.04  
Date Received:  November 4, 2010 
Date Served:  November 16, 2010 

 
 
REQUEST NO. TEE 11.01: 
 
Referring to the Company response to Staff data request TEE 6.01, provide workpapers in native 
Excel format for the derivation of both the rate impact and the revenue requirement impact for 
both Plant in Service and Accumulated Reserve values. 
 
RESPONSE: 
 
ComEd assumes that the request is for “rate base impact” and not “rate impact” as stated in the 
question. 
 
Based on that assumption, for a summary of the rate base and revenue requirement impact for 
both plant in service and the accumulated reserve, please see the attachment labeled as  
TEE 11.01_Attach 1.  
 
The attachment is provided in Excel format with a summary on Page 1 and linked to the related 
details on Page 2, Page 3, and Page 4. 
 
Page 4 of the attachment shows the detailed calculation of the adjustment of $619,000. 
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Commonwealth Edison Company
Revenue Reqirement Impact for Plant In Service and Accumulated Reserve

for Change in Methodology
($ are in thousands)

Line
Plant In 
Service

Accumulated 
Reserve Total

1 Variance - Plant in Service (page 2, line 47, column E) 15,693$        15,693$       
2 Variance - Accumulated Reserve (page 2, line 47, column I) (282)              (282)            

3 Total 15,693          (282)              15,411        

4 Pre Tax  Rate of Return (page 3, line 15) 12.78% 12.78% 12.78%

5 Revenue Requirement Impact 2,006            (36)                1,970          
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ComEd Workpaper WPB-1 as Filed
Line

No. ComEd Depreciable General Plant Transmission Distribution Customer Jurisdictional Transmission Distribution Customer Total

(A) (B) (C) (D) (E) (F) (G) (H) (I)

1 General Plant Land in Fee 984,015$          4,298,591$       3,349,103$        8,631,709$        -$                    -$                    -$                 -$                 

2 General Plant Structures & Improvements 27,659,814       120,829,714     94,140,420        242,629,948      (3,332,151)         (14,556,237)       (11,341,003)    (29,229,391)    

3 General Plant Office Furniture & Equipment 9,184,900         40,123,505       31,260,883        80,569,288        (4,005,737)         (17,498,747)       (13,633,562)    (35,138,046)    

4 General Plant Transportation Equipment 22,644,923       98,922,559       77,072,194        198,639,676      (9,707,883)         (42,408,120)       (33,040,865)    (85,156,868)    

5 General Plant Stores Equipment 871,762             3,808,223         2,967,049          7,647,034          (610,791)            (2,668,194)         (2,078,834)      (5,357,819)      

6 General Plant Tools, Shop and Garage Equipment 15,082,989       117,223,935     -                      132,306,924      (6,019,308)         (46,781,641)       -                    (52,800,949)    

7 General Plant Lab Equipment 738,047             5,736,052         -                      6,474,099          (609,208)            (4,734,721)         -                    (5,343,929)      

8 General Plant Power Operated Equipment 681,399             5,295,781         -                      5,977,180          (338,939)            (2,634,211)         -                    (2,973,150)      

9 General Plant Communications Equipment 260,719,586     323,853,477     -                      584,573,063      (99,824,369)       (123,997,087)     -                    (223,821,456)  

10 General Plant Miscellaneous Equipment 328,931             1,436,911         1,119,522          2,885,364          (152,035)            (664,154)            (517,453)          (1,333,642)      

13 Removal and Salvage Work In Progress -                     -                     -                      -                      108,016              839,496              -                    947,512           

14 Total Depreciable General Plant 338,896,366     721,528,748     209,909,171      1,270,334,285   (124,492,405)     (255,103,616)     (60,611,717)    (440,207,738)  

15 Intangible Plant 41,295,237       162,134,157     158,809,529      362,238,923      (27,523,957)       (104,777,500)     (109,136,758)  (241,438,215)  

16 Amortization of Lease Improvements/Easements 3,645,929         15,223,920       13,111,985        31,981,834        (2,335,742)         (10,029,245)       (8,123,979)      (20,488,966)    

17 Overall Total (a) 383,837,532     898,886,825     381,830,685      1,664,555,042   (154,352,104)     (369,910,361)     (177,872,454)  (702,134,919)  

ComEd Workpaper WPB-1 as with Previous Methodology
Line

No. ComEd Depreciable General Plant Transmission Distribution Customer Total Transmission Distribution Customer Total

(A) (B) (C) (D) (E) (F) (G) (H) (I)

18 General Plant Land in Fee 1,510,549$       5,981,774$       1,139,386$        8,631,709$        -$                    -$                    -$                 -$                 

19 General Plant Structures & Improvements 42,460,241       168,142,554     32,027,153        242,629,948      (5,115,143)         (20,255,968)       (3,858,279)      (29,229,390)    

20 General Plant Office Furniture & Equipment 9,184,900         40,123,505       31,260,883        80,569,288        (4,005,737)         (17,498,747)       (13,633,562)    (35,138,046)    

21 General Plant Transportation Equipment 16,487,093       164,870,931     17,281,652        198,639,676      (7,068,020)         (70,680,201)       (7,408,648)      (85,156,869)    

22 General Plant Stores Equipment 871,762             3,808,223         2,967,049          7,647,034          (610,791)            (2,668,194)         (2,078,834)      (5,357,819)      

23 General Plant Tools, Shop and Garage Equipment 25,138,316       107,168,608     -                      132,306,924      (10,032,180)       (42,768,769)       -                    (52,800,949)    

24 General Plant Lab Equipment 1,230,079         5,244,020         -                      6,474,099          (1,015,346)         (4,328,582)         -                    (5,343,928)      

25 General Plant Power Operated Equipment 1,135,664         4,841,516         -                      5,977,180          (564,899)            (2,408,252)         -                    (2,973,151)      

26 General Plant Communications Equipment 260,719,586     323,853,477     -                      584,573,063      (99,824,369)       (123,997,087)     -                    (223,821,456)  

27 General Plant Miscellaneous Equipment 328,931             1,436,911         1,119,522          2,885,364          (152,035)            (664,154)            (517,453)          (1,333,642)      

28 Removal and Salvage Work In Progress -                     -                     -                      -                      180,027              767,485              -                    947,512           

29 Total Depreciable General Plant 359,067,121     825,471,519     85,795,645        1,270,334,285   (128,208,493)     (284,502,469)     (27,496,776)    (440,207,738)  

30 Intangible Plant 35,634,892       153,358,946     173,245,086      362,238,924      (23,057,013)       (99,274,608)       (119,106,593)  (241,438,214)  

31 Amortization of Lease Improvements/Easements 4,828,090         18,320,755       8,832,988          31,981,833        (3,369,020)         (11,532,272)       (5,587,675)      (20,488,967)    

32 Overall Total 399,530,103     997,151,220     267,873,719      1,664,555,042   (154,634,526)     (395,309,349)     (152,191,044)  (702,134,919)  

Variance Distribution and Customer Only
Line

No. ComEd Depreciable General Plant Transmission Distribution Customer Total Transmission Distribution Customer Total

(A) (B) (C) (D) (E) (F) (G) (H) (I)

33 General Plant Land in Fee -$                   (1,683,183)$      2,209,717$        526,534$           -$                    -$                    -$                 -$                 

34 General Plant Structures & Improvements -                     (47,312,840)      62,113,267        14,800,427        -                      5,699,731          (7,482,724)      (1,782,993)      

35 General Plant Office Furniture & Equipment -                     -                     -                      -                      -                      -                      -                    -                    

36 General Plant Transportation Equipment -                     (65,948,372)      59,790,542        (6,157,830)         -                      28,272,081        (25,632,217)    2,639,864        

37 General Plant Stores Equipment -                     -                     -                      -                      -                      -                      -                    -                    

38 General Plant Tools, Shop and Garage Equipment -                     10,055,327       -                      10,055,327        -                      (4,012,872)         -                    (4,012,872)      

39 General Plant Lab Equipment -                     492,032             -                      492,032              -                      (406,139)            -                    (406,139)          

40 General Plant Power Operated Equipment -                     454,265             -                      454,265              -                      (225,959)            -                    (225,959)          

41 General Plant Communications Equipment -                     -                     -                      -                      -                      -                      -                    -                    

42 General Plant Miscellaneous Equipment -                     -                     -                      -                      -                      -                      -                    -                    

43 Removal and Salvage Work In Progress -                     -                     -                      -                      -                      72,011                -                    72,011             

44 Total Depreciable General Plant -                          (103,942,771)    124,113,526      20,170,755        -                           29,398,853        (33,114,941)    (3,716,088)      

45 Intangible Plant -                          8,775,211         (14,435,557)       (5,660,346)         -                           (5,502,892)         9,969,835        4,466,943        

46 Amortization of Lease Improvements/Easements -                          (3,096,835)        4,278,997          1,182,162          -                           1,503,027          (2,536,304)      (1,033,277)      

47 Overall Total -                          (98,264,395)      113,956,966      15,692,571        -                           25,398,988        (25,681,410)    (282,422)          

(a) Amounts agree with ComEd workpaper WPB-1, page 1, coulmn E

Allocation Of Gross Plant Allocation Of Accumulated Depreciation

Allocation Of Accumulated DepreciationAllocation Of Gross Plant

Allocation Of Gross Plant Allocation Of Accumulated Depreciation
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A B
1 Long Term Cost of Debt 3.43% (1)
2 Short Term Cost of Debt 0.00% (1)
3 Credit Facility Costs 0.12% (1)
4 Weighted Cost of Debt 3.55%

5 Cost of Equity 11.50% (1)
6 Weighted Cost of Equity 5.44% (1)

7 Total Cost of Capital (line 4 + line 6) 8.99% (1)

8 Effective Tax Rate 39.75%

9 Total Cost of Capital (line 7) 8.99%
10 Less: Tax Effect of Debt (line 4 * line 8)*- -1.41%
11 After Tax Cost of Capital (line 9 + line 10 7.58%

12 Revenue Conversion Factor (1/(1 - line 8) 1.65961

13 Revenue Effect of Return (line 11 * line 12 12.58%
14 Incremental Uncollectible Exp 1.57% (2)

15 Pre-Tax Rate of Return (line 13 * line 14) 12.78%

Notes
(1) See Schedule D-1
(2) See WPC-16

Commonwealth Edison Company
Pre-Tax Rate of Return Calculation
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Commonwealth Edison Company
2009 Jurisdictional Depreciation and Amortization Expense - Adjusted for Change in Methodology

Line Total
No. Description Distribution Depreciable Amortized Jurisdictional

(A) (B)  (C) (D) (E)

1 2009 Depreciation Expense 300,371$        59,681$         -$             
2 Add: Depreciation Expense Related To Asset Retirement Costs 1,945              102                

3 Total 2009 Depreciation Expense 302,316$        59,783$         -$             

4 2009 Amortization Expense 0                     -                 31,457         

5 Less: Amortization Related To Software Costs To Be
6 Recovered Through the Supply Administration Charge (800)             
7 Less: Rider EDA Switches (45)                 

8 Adjusted 2009 Amortization Expense 30,657$       

9 Jurisdictional Percentage 100.0% 71.7% (1) 89.7% (1)

10 Jurisdictional Depreciation and Amortization Expense 302,272$        42,864$         27,500$       372,636$           

11 ComEd Schedule C-12, Line 10 , Column E - Jurisdictional Depreciation 373,255             

12 Reduction to Depreciation Expense (line 10 less line 11) (619)                   

Notes:

(1) Calculated as follows:

Depreciable
Jurisdictional Depreciable General Plant 911,267$        Page 2, line 29, Columns C + D
Total Depreciable General Plant 1,270,334$     Page 2, line 29, Columns E

Percentage (Jurisdictional Divided by Total) 71.7%

Amortized
Jurisdictional Amortized Intangible and General Plant 353,758          Page 2, lines 30 and 31, Columns C + D
Total Amortized Intangible and General Plant 394,221          Page 2, lines 30 and 31, Column E

Percentage (Jurisdictional Divided by Total) 89.7%

(In Thousands)

General and Intangible Plant
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Date Received:  November 4, 2010 
Date Served:  November 16, 2010 

 
 
REQUEST NO. TEE 11.04: 
 
Based on the response to Staff data request TEE 6.01, it appears that the decrease in revenue 
requirement would be a value other than the $1,970,000 previously communicated in response to 
Staff data request PL 6.06.  Provide the revised revenue requirement impact reflecting all 
currently known factors.  If workpapers supporting the derivation of the components of the 
impact are not provided in responses to other Staff data requests in this series, please provide 
those workpapers. 
 
RESPONSE: 
 
The overall revenue requirement impact of the adjustment for aligning the functionalization 
methodologies to the Transmission Formula Rate is as follows: 
 

(in  thousands)

Net R ate Base Impact - T EE 11.01_A ttach 1, Page 1,  Line 5 1,970$           

Depreciation Impact - TE E 11.01_Attach 1 , Page 4 , Line 12 619                

Total Impact 2 ,589$            
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