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Data Request No. 1.03:  
 

Please identify factual basis and all other grounds or reasons upon which Mr. Stephens 
bases his opinion that it is inappropriate to move the Railroad Class 10 percent toward 
cost based rates when the Extra Large Load and High Voltage Classes are to move 33 
percent toward cost based rates? 

 
 
Response: 
 

Mr. Stephens’ opinion that it is inappropriate to move the Railroad Class 10 percent 
toward cost based rates in this case is based on his interpretation of the Illinois 
Commerce Commission’s decision in Docket No. 07-0566.  In that case, the Commission 
states: 

 
It would be inconsistent with that finding to accept ComEd‘s two-step rate 
increase. Instead, an allocation that more closely reflects a proper cost of 
service would be reflected in a four-step, gradual movement toward rates 
based on the ECOSS for Extra Large Load, High Voltage, and Railroad 
Delivery Classes. ComEd Ex 30.0 at 43-45. Thus, the Commission 
authorizes a 25% movement toward ECOSS based rates for these 
customers, instead of a 50% movement. (Order, Docket No. 07-0566 at 
page 213, emphasis added) 
 

Thus, the Commission determined that the Railroad Delivery Class’s rates should be 
moved to cost over 4 steps.  The first step, 25% movement toward ComEd’s alleged cost 
of service occurred as a result of Docket No. 07-0566.  The second step logically would 
be movement 33% of the remainder of the way toward cost of service, however 
ultimately computed in the present case, as proposed by Mr. Stephens. 
 
With regard to special consideration for the Railroad Delivery Class, Mr. Stephens 
understands the Commission to have addressed the issue as relates to ComEd’s original 
proposal in Docket No. 07-0566 and to have taken its considerations into account in its
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Response to 1.03 (Continued): 
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determination regarding rate treatment discussed above.  The following is from page 223 
of the Commission’s Order in Docket No. 07-0566. 
 

(d) Commission Analysis and Conclusion 
Metra and the CTA argue that the ECOSS ignores the Commission‘s 
explicit recognition in its last rate case that minimizing the impact of 
higher electricity rates on mass transit providers is desirable. Docket 
05-0597, Order at 189-190. ComEd‘s position is that it would be 
inappropriate to arbitrarily set the public interest value of public 
transportation over other entities that promote the public interest. 
 
We agree with Metra and the CTA that the proposed rates for the railroad 
class ignore this recent directive from the Commission. In this case, 
ComEd originally proposed rates for the railroad class that were more than 
five times that of the general increase. Even under its mitigation plan, the 
proposed rates for the railroad class are three times higher than the general 
increase. Thus the ECOSS, which the Commission has found to be 
inaccurate in several respects relevant to the railroad class, directly 
conflicts with our finding in Docket 05-0597 that minimizing rate shock to 
railroad customers is in the public interest. 
 
Our commitment to a policy of encouraging conservation, efficient energy 
use and the environmental benefits of affordable public transportation has 
not lessened since the July 26, 2006 Final Order in Docket 05-0597. We 
find that the modified rate proposal fails to comport with our explicit 
direction in the last case to avoid rate shock to the railroad class. Docket 
05-0597, Order at 190. We direct ComEd to take this policy directive into 
account in preparing for the next rate case. (emphasis added). 

 
Mr. Stephens interprets this passage as an expression of the Commission’s concern 
related to rate shock to the Railroad Delivery class, and in particular to rate design 
proposals that would increase costs to the Railroad Delivery Class of 3 to 5 times the 
general increase on the ComEd system.  Mr. Stephens notes that ComEd did not provide 
any rate moderation proposal in this case whereby the impacts on any specific rate class 
are compared to the overall system increase, as the Commission referred to above.  Mr. 
Stephens has provided such a rate moderation proposal, as discussed at pages 7-8 of his 
direct testimony in this case, whereby no customer class would receive an increase in 
delivery rates of more than 1.5 times (150%) the ComEd system average increase.  Mr. 
Stephens specifically referred to this rate moderation proposal in his response to 
ComEd’s proposal related to the Railroad Delivery Class, as shown at page 10 of his 
testimony.  
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Mr. Stephens considers his overall revenue allocation proposal, that continues the ICC 
determination of a four-step movement toward cost for the Railroad Delivery Class, in 
combination with his rate moderation proposal to protect against rate shock by comparing 
impacts to the general increase in revenues for ComEd, as being fully consistent with the 
Commission’s Order in Docket No. 07-0566. 
 
Movement of the Railroad Delivery Class’s rates only 10 percent toward cost of service 
would be a deviation from the Commission’s Order in this regard and, if maintained in 
subsequent cases, would represent movement toward cost of service over 11 steps, rather 
than four.  If one assumes a rate case every three years, on average, this would imply 
33 years to reach cost of service.  Mr. Stephens does not find such an approach to be 
reasonable, particularly in light of the rate impact protections contained in his rate 
moderation proposal.  Should the Commission determine that special consideration 
should be given to the Railroad Delivery Class, for whatever reason, a better 
consideration would be to adopt IIEC’s rate moderation proposal of limiting a class or 
subclass’s increase to 150% of ComEd’s general increase, but to apply it to all classes 
other than the Railroad Delivery Class, and to limit the increase to the Railroad Delivery 
Class to some other multiple, such as 100% or 125% of the general increase for ComEd. 
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IIEC’S RESPONSES TO  
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Data Request No. 1.04:  
 

Does Mr. Stephens agree that the Commission has previously established an affirmative 
policy of encouraging the use of public transportation for environmental reasons? If not, 
please state the basis for Mr. Stephens' opinion, particularly in light of the Commission's 
conclusions on page 43 of the Final Order issued on Docket 09-0263 on October 14, 
2009. 

 
 
Response:  
 

Mr. Stephens agrees that there are commission orders that reference such a policy, but is 
unaware of the specific order, if any, that established such a policy.  
 
Mr. Stephens also observes that in Docket No. 07-0566, where the Commission made the 
first reference to “environmental reasons” of which Mr. Stephens is aware, discussed 
above, it also approved the four step movement toward cost of service for the Railroad 
Delivery Class, as discussed in IIEC’s response to Metra Data Request 1.03.  Apparently 
the Commission believed its approach on revenue allocation was consistent with its 
alleged policy of encouraging the use of public transportation for environmental reasons. 
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Data Request No. 1.05:  
 

Does Mr. Stephens agree that the Commission should take into account in setting the 
Railroad Class’ rates the Commission's stated policy of encouraging the use of public 
transportation for environmental reasons? If not, please state the basis for Mr. Stephens' 
opinion. 

 
 
Response: 

 
Subject to the qualifications respecting the alleged “stated policy” in IIEC’s response to 
Metra Data Request 1.04 and if by “take into account” this question means to set 
non-cost-based rates for a class of customers on the basis of that policy alone, the answer 
is  no, not really. As indicated at page 5 of IIEC Exhibit 2.0, Mr. Stephens believes that 
equitable and efficient rates are established when they are designed to collect revenues 
based on the costs caused by each class, taking into account appropriate rate design 
criteria.  Typically, such rate design criteria include promoting rate continuity, 
maintaining gradualism, and avoiding rate shock.  Mr. Stephens does not recognize 
“environmental reasons” as a typical rate design criterion for electric delivery service 
rates.  If it were, this would imply that the Commission would need to take into account 
the business and electrical use of all customer types and somehow determine whether the 
customers’ businesses and electrical uses promote, discourage, or otherwise impact 
“environmental” issues and judge whether the use of such customers’ products or 
services should be encouraged.  This is neither practical nor, to Mr. Stephens’ 
knowledge, consistent with traditional utility rate regulation. 
 
Notwithstanding this discussion, Mr. Stephens observes that in Docket No. 07-0566, 
where the Commission made reference to an alleged policy of considering 
“environmental reasons” in rate design, it also approved the four step movement toward 
cost of service for the Railroad Delivery Class, as discussed in IIEC’s response to Metra 
Data Request 1.03.  Apparently, the Commission believed its four-step phase-in approach 
on revenue allocation was consistent with its alleged policy of encouraging the use of 
public transportation for environmental reasons. 
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Please see IIEC’s response to Metra Data Request 1.03 for further discussion of how the 
Commission should take into account any special rate treatment for the Railroad Delivery 
Class.  
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