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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 

 
Commonwealth Edison Company   ) 
       )      Docket No. 10-0467 
Proposed general increase in electric rates ) 

 

 
BRIEF ON EXCEPTIONS 
OF THE STAFF OF THE 

ILLINOIS COMMERCE COMMISSION 
 
 NOW COMES Staff of the Illinois Commerce Commission (―Staff‖), by and 

through its undersigned counsel, pursuant to Section 200.800 of the Illinois Commerce 

Commission‘s Rules of Practice (83 Ill. Adm. Code 200.800), and respectfully submits 

its Brief on Exceptions to the Proposed Order (―PO‖) issued by the Administrative Law 

Judges (―ALJs‖) on April 1, 2011, in the instant proceeding.  

 The PO generally reflects the issues raised by the Company, Staff, and the other 

parties who have intervened.  Although Staff supports some of the conclusions 

contained in the PO, there are some issues that Staff takes exception to which are 

stated below.  In addition, technical corrections in individual sections will be addressed 

in their respective sections in this Brief on Exceptions.  More miscellaneous technical 

corrections will be addressed at the end of this Brief on Exceptions.  Attached hereto is 

also Appendix A, a corrected revenue requirement containing technical corrections to 

separate individual components. 

I. INTRODUCTION / STATEMENT OF THE CASE 

II. OVERALL REVENUE REQUIREMENT AND REVENUE DEFICIENCY  
III. TEST YEAR  
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IV. RATE BASE 

 A. Overview 

 

On page 11 of the PO, the final paragraph under III. Rate Base A. Overview 

discusses the original cost determination.  The $13,925,117,000 amount indicated to be 

the original cost of plant as of December 31, 2009 appears to be incorrect.  If correct, 

the PO would have only accepted one of Staff‘s five proposed adjustments, the 

uncontested Incentive Compensation adjustment (Company proposed original cost of 

plant less the Staff adjustment of $7,330,000).  The Company proposed original cost of 

plant should also be reduced by the adjustments for the Reallocation of G&I Plant 

($15,693,000)1, Perquisites and Awards ($62,000)2, Incentive Compensation 

($896,000)3, and an additional adjustment to plant for ($9,000)4.  Thus, the correct 

amount for the original cost determination per the PO should be $13,908,457,0005 if the 

conclusions in the PO are approved by the Commission. 

 B. Potentially Uncontested Issues 
  1. Plant 

a. AMI Pilot Costs (including AMI Meter Redeployment)   
   b. Other 
  2. General and Intangible Plant 
  3.  Functionalization 
 C. Potentially Contested Issues 
 

                                                 
1
 BOE Appendix A, p. 7. 

2
 Id., p. 8. 

3
 Id. 

4
 Id. 

5
 Id., p. 19. 
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  1. Post-Test Year Adjustments 

   a. Pro Forma Capital Additions  

 The PO errs in accepting three blanket projects to be acceptable pro forma plant 

additions (PO, p. 22) because there is no evidence in the record to support these 

blanket projects (ITNs 5968, 5972, and 24143) as known and measurable. 

 Of these three blanket projects, documentation was provided pursuant to the 

Company‘s response to Staff data request TEE 14.03 Attach 036 for only two projects, 

ITNs 5968 and 5972.  However, nothing was included in that documentation for work 

extending into 2011 for these ITNs, only work for 2010.  In reviewing the documentation 

for ITNs 5968 and 5972 included in ComEd Ex. 32.2, it appears that some information is 

provided for work to be completed during 2011, but that documentation does not 

correspond to the approximately $42 million projected in surrebuttal testimony by the 

Company for those ITNs in 2011.  Staff has seen no evidence of what makes up the 

$42 million amount.  In fact, ComEd witness Donnelly admitted that ComEd Ex. 32.2 

only provided ―a sample of documentation of various scopes of work.‖ (Tr., January 11, 

2011, p. 628)  The Company believes providing a sample of the types of documentation 

available to support its pro forma plant additions obviates its burden of proof necessary 

to demonstrate that these costs are known and measurable. (Staff IB, p. 7)  The 

Company is wrong. 

 As for the third blanket project, ITN 24143, neither TEE 14.03 Attach 03 nor 

ComEd Ex. 32.2 includes any shred of information related to this project.  No 

documentation related to ITN 24143 has ever been provided or admitted into evidence. 

                                                 
6
 TEE 14.03 Attach 03 was stipulated into evidence through Staff Group Exhibit 1 (hard copies provided 

separately). 
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 While ComEd offers statistics regarding the amount of new connections it has 

installed historically as the basis for the amounts projected for the first 6 months of 

2011for ITNs 5968 and 59727, this is the exact type of information that the PO rejects 

for the remainder of 2011‘s pro forma plant additions.  ComEd‘s argument that ―it can 

not be simultaneously obligated to perform new business work but unable to recover the 

costs for that work[,]‖8 is without merit.  No one suggests that cost recovery can never 

occur; these costs, if incurred, would be reviewed in future rate cases as part of the 

original cost of plant in service.  The problem is that the Company has not met its 

burden of proof to provide evidence that the amounts requested meet the known and 

measurable requirement in this proceeding. 

 For the foregoing reasons, Staff proposes the following revisions be made to 

page 22 of the PO9: 

 However, after a thorough evaluation of the evidence that ComEd 
did present, certain ―New Business‖ projects are reasonably likely to be in 
place before June 30, 2011.  They are: 

 

Finkl Steel (ITN # 22782)   $13,068,408 

O‘Hare Runway (ITN # 13507)  $  1,008,615 

2520 N. Lakeview (ITN No. 34054) $     866,756 

Silver Cross Hospital (ITN # 41817) $  3,470,721 

Anderson Schumaker (ITN # 43696) $     953,074 

Inside Chicago Baseline (ITN # 5968) $11,444,947 

Outside Chicago Baseline (ITN # 5972) $30,428,649 

CE Transformers (ITN # 24143)  $ 5,610,100 

Total:       $66,851,270 19,367,574 

                                                 
7
 PO, p. 16. 

8
 Id. 

9
 If Staff‘s proposed revisions to the PO are accepted, additional corrections will be necessary to the 

Appendix attached to this BOE.  Only technical corrections are included on the BOE Appendix A. 
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(See, Staff Initial Brief, Appendix B; ComEd Ex. 32.2 2nd Cor. 
Confidential). 

 After a review of the evidence regarding the projects listed above, 
we conclude that work planned to meet ComEd‘s obligations to new 
customers is likely to be completed within the time period prescribed by 
the regulation.  The projects above are ―known and measurable,‖ albeit 
with imperfect evidence.  Therefore we conclude that Staff‘s proposed 
adjustment is adopted, with an adjustment upward of $66,851,270 
19,367,574 to reflect the addition of the projects above.    

******************************************************************************************** 

Technical Correction Related to Pro Forma Plant Additions 

 Certain technical corrections are needed to the pro forma plant additions 

adjustment reflected in the PO‘s schedules in order to accurately reflect the related 

income tax impact of the conclusion. This correction is included on page 10 in the BOE 

Appendix A. 

b. Accumulated Provisions for Depreciation and 
Amortization Related Provisions for Accumulated 
Depreciation 

 Staff agrees with the PO conclusion regarding the Accumulated Depreciation and 

associated ADIT on embedded plant.  However, Staff believes that the conclusion 

should be clarified to indicate specifically the timeframe for the measurement of said 

accumulated depreciation and ADIT.  In addition, the conclusion should provide the 

reasons why the measurement date of December 31, 2010 is appropriate given certain 

projects beyond that date were allowed in the PO‘s conclusion.  Staff witness Ebrey 

provided this justification in rebuttal testimony.  At that point in time, Staff‘s position was 

to allow certain discrete projects beyond December 31, 2010 (similar to the PO 
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conclusion) yet reflected accumulated depreciation on embedded plant only through 

December 31, 2010.10 

 In addition, on March 30, 2011, the Illinois Supreme Court denied ComEd‘s 

Petition for Leave to Appeal, thus discounting the only real argument the Company has 

made in opposition to Staff‘s proposed adjustment on this issue.   

 The Analysis and Conclusions paragraphs of this section on pages 29-30 of the 

PO should be revised as follows: 

Analysis and Conclusions 
 

* * * 
 

Merely filing a petition seeking leave to appeal to the Illinois 
Supreme Court has no effect on the Appellate decision.  As such, we are 
required to follow it.  We note that the Appellate decision in question is 
currently the law of the land.  Also, there is no indication that ComEd 
sought a stay of this appellate decision.  Further, we decline to ignore the 
Appellate Court decision until when the mandate issues.  As the IIEC has 
alluded to, the appellate court mandate merely concerns what this 
Commission is required to do on remand, if anything.  It does not concern 
the effect of the Appellate Court decision else wise.  In the Appellate Court 
decision at issue, this Commission was reversed on a legal basis; the 
Appellate Court did not conclude further fact-finding on the part of the 
Commission is necessary.  (Id. at 701-704).  Therefore, when the mandate 
issues, is not relevant here.  We further take note that the Illinois Supreme 
Court denied ComEd‘s Petition for Leave to Appeal on March 30, 2011. 

 
We therefore find that ComEd shall Staff‘s adjustment to 

accumulated depreciation plant and ADIT through December 31, 2010 is 
approved.  Since we are allowing all plant additions placed into service as 
of December 31, 2010 for recovery in rate base, the companion 
adjustments to accumulated depreciation and ADIT are likewise 
necessary to allow a correct valuation of net plant.  While we have 
approved certain discrete projects that extend into 2011 to be included in 
rate base, in our opinion, that does not constitute a comprehensive 
restatement of gross plant.  Therefore, the accumulated depreciation and 
ADIT balances do not need to be adjusted into 2011 in this proceeding. in 
a manner that corresponds with the correct amount of pro forma plant 
additions that are previously set forth herein.  ComEd shall also inform this 

                                                 
10

 Staff Ex. 16.0, p. 25. 
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Commission, and, all parties in this proceeding, as to any development in 
its Petition for Leave to Appeal to the Illinois Supreme Court, within three 
business days from the time when it receives notice regarding any 
decision or ruling made by the Illinois Supreme Court regarding ComEd‘s 
Petition for Leave to Appeal.  We further caution all parties to refrain, in 
the future, from arguments that merely urge this Commission not to follow 
the law.  

 
************************************************************************************ 

 
   c. Accumulated Deferred Income Taxes (ADIT) 
  2. Construction Work in Progress 
  3. Specific Plant Investments 

   a. West Loop Project Repair Disallowances 

Staff recommended that the Commission disallow from rate base ComEd‘s $4.1 

million cost for repair of a high pressure fluid filled (HPFF) 138,000 volt cable because 

ComEd‘s repair cost was not prudently incurred. (Staff RB, p. 8)  Despite the fact that 

the PO agrees with Staff that ComEd‘s management ―could have and should have been 

more diligent in preventing this tragic and costly cable failure[,]‖ the PO concluded that 

ComEd‘s cost to repair the cable should still be allowed into rate base. (PO pp. 35-36)  

When making its recommendation for the disallowance, Staff carefully considered the 

facts that ComEd knew or should have known about its cable prior to the time the cable 

failed. (Staff Ex. 6.0, p. 5)  The cable failure was not the result of a single bad decision 

that caused an immediate failure.  Indeed, ComEd had ample information, and more 

than two years, to take very simple steps in order to prevent the cable failure from 

occurring and to avoid the resulting $4.1 million repair cost. (Staff Ex. 21.0, pp. 9-10)  

Rather than preventing the cable failure, ComEd‘s management allowed the cable to 

fail.  (Staff RB, p. 11)   

While Staff could agree that not every bad decision or set of bad decisions is 

imprudent, the acceptance of that statement assumes that reasonable persons would 
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have honest differences of opinion on the decisions made.  No reasonable person 

would find acceptable the actions or inactions of ComEd‘s management in this case.  

Staff respectfully disagrees with the PO‘s conclusion to decline Staff‘s recommended 

disallowance.  Ratepayers should not bear the responsibility of paying for ComEd‘s 

failure to prevent ―this tragic and costly cable failure.‖  The $4.1 million cable repair cost 

was easily avoidable and imprudently incurred. 

Based upon the above arguments, Staff recommends that the Commission adopt 

the following revisions to the following paragraph under the Analysis and Conclusions 

section on pages 35-36 of the PO: 

 We agree with Staff‘s conclusion that ComEd‘s management could 
have and should have been more diligent in preventing prevented this 
tragic, avoidable, and costly cable failure.  However not every bad 
decision, or set of bad decisions is imprudence.  (See, e.g., Business & 
Professional People for the Public Interest v. Ill Commerce Comm., 279 Ill. 
App. 3d 824, 831-33, 665 N.E.2d 553 (1st Dist. 1996)).  We caution all 
utilities to act with the utmost care with regard to safety issues that costs 
that the Commission finds to be imprudently incurred will result in a 
disallowance. But we cannot state here within a reasonable degree of 
certainty that failure to detect the problems with the cable in question was 
imprudunce.  The cable failure was not the result of a single bad decision 
that caused an immediate failure.  Indeed, ComEd had ample information 
and more than two years to take very simple steps in order to prevent the 
cable failure from occurring and to avoid the resulting $4.1 million repair 
cost. (Staff Ex. 21.0, pp. 9-10)  Rather than preventing the cable failure, 
ComEd‘s management allowed the cable to fail.  (Staff RB, p. 11)  No 
reasonable person would find acceptable the actions or inactions of 
ComEd‘s management with regard to the West Loop high-pressure fluid 
filled 138,000 volt cable.  In this case, ComEd‘s claimed ignorance about 
the pressure of the insulating fluid around the cable during the two years 
leading up to the cable‘s eventual failure, despite several warnings of 
problems, was imprudence. We therefore decline to adopt Staff‘s 
recommended disallowance.   
 
************************************************************************************ 
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   b. Plymouth Court Feeders    

   c. Underground Cable 

 The discussion of Staff‘s position on this issue omits Staff‘s observation that 

ComEd had physically written off the cost disallowed in the prior rate case from its 

books11 which is unlike ComEd‘s treatment of another capitalized item from the same 

rate case, capitalized Incentive Compensation costs.  Staff agrees with AG/CUB 

witness Effron that the Company itself viewed this disallowance as permanent.  Thus, 

the following language changes should be included on pages 36 and 37 of the PO on 

this issue: 

Underground Cable 

Staff’s Position 

 Staff proposes that ComEd‘s costs for underground cable repairs, which 
was disallowed in ComEd‘s last rate case, docket No. 07-0566, are not 
appropriate for reconsideration in the current case and should not be included in 
rate base.  (Staff Exs. 1.0 at 16; 16.0 at 26; Staff Memo at 2).  In addition, the 
Company, after having adjusted its books removing the costs disallowed in the 
prior rate case, takes another stab at including costs already considered and 
disallowed by the Commission, in Staff‘s opinion. 

* * * 

Analysis and Conclusions 

 The sole primary basis asserted by Staff for disallowing this item is 
that it was disallowed in ComEd‘s last rate case, docket 07-0566.  In fact, 
in that case, the Final Order of September 10, 2008, at 32-47, concluded 
that $18.7 million should be disallowed due to lack of evidence on this 
issue.  As a result of that Order, ComEd wrote those costs off from its 
books.  Therefore, even ComEd interpreted this as a permanent 
disallowance prior to filing the current rate case.  Their action in this case 
does constitute taking another bite at the apple as Staff opines and Staff‘s 
adjustment is approved.  Therefore, ComEd is correct that this Order did 
not set a precedent disallowing underground cable in general.  However, it 
appears that the actual reason for dispute here stems from a change in 
accounting procedures on the part of ComEd.  It is disconcerting that this 

                                                 
11

 Staff IB at 19. 
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change was not communicated to Staff or other parties.  While we decline 
to adopt this disallowance, we strongly encourage parties to disclose 
relevant facts early on in proceedings.   

************************************************************************************ 

   d. PORCB Costs   

 The PO states that ―Staff does not agree with testimony offered by Dominion 

witness Mr. Christ or ICEA witness Mr. Fein which is, that the costs that are identified as 

PORCB-related are recoverable in base rates.‖ (PO, p. 37) The PO further states that 

―we acknowledge that Dominion asserts that many of the costs that ComEd states were 

attributable to its PORCB program were not prudently-incurred in order to provide UCB 

or POR services‖ and that ―[…]if those costs were not prudently-incurred for UCB or 

POR services, they will be disallowed in the statutorily-mandated prudence reviews.‖ 

(PO, p. 40) Staff takes exception to the PO‘s characterization of Staff‘s position as 

well as the PO‘s conclusion that the contested issue is a question of prudency.  

 First, Staff stated that ―[…] if, during the PORCB reconciliation proceedings, 

some of the costs ComEd included in its PORCB estimates will be found to be more 

appropriately included in base rates, those capitalized costs may be considered in the 

revenue requirement in a future rate case.‖ (Staff Ex. 16.0, pp. 30-31) In its Reply Brief, 

Staff further stated that it ―continues to recommend that the Commission perform a 

detailed review of ComEd‘s costs during the PORCB reconciliation proceeding.  Such a 

review will allow the Commission to decide whether all of the costs have indeed been 

prudently incurred and it will allow the Commission to decide whether there are some 

capital costs that are more appropriately recovered through future base rates because 

they are not directly associated with the provision of PORCB pursuant to Section 16-

118.‖ (Staff RB, p. 14) In other words, Staff pointed out that there could be capital 
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investments made by ComEd that were entirely prudent investments, yet those 

investments are not associated with the provision of the PORCB service. Staff objected 

to ComEd‘s demands that the Commission make those types of determinations for all of 

the costs ComEd decided to label PORCB costs in this rate case. (Staff RB, pp. 12-14)   

However, regardless of whether the Commission makes those determinations in this 

case or in a future proceeding, the Commission might identify costs that the 

Commission finds were prudently incurred but not associated with the provision of 

PORCB service. If the Commission makes such a determination for some of the costs 

originally labeled PORCB costs, ComEd would be allowed to recover those prudently 

incurred costs through base rates. Staff has not done a thorough review of all of the 

costs initially labeled PORCB costs by ComEd in this proceeding and therefore, Staff is 

not asking the Commission to make such determinations at this point. 

 Second, as stated in Staff‘s Reply Brief, Staff, however, cannot ignore the 

apparent agreement among some parties regarding the treatment of two specific costs 

incurred by ComEd and the request that the Commission make a decision in this 

proceeding on the proper treatment of the Customer Data Warehouse (―CDW‖) and 

Retail Office (market settlement system) costs. ComEd states that ―[…] these enhanced 

functions are not required as such to effectuate the purchase of receivables and place 

associated RES supply charges on customers‘ bills […]‖12 Additionally, ComEd argues 

that its prior treatment of these specific costs is consistent with recovering them through 

base rates13. While Staff does not take a position on this issue given that it did not have 

a chance to respond to this change in position by ComEd in surrebuttal testimony, Staff 

                                                 
12

 ComEd Ex. 61.0 Rev., p. 9 
13

 ComEd IB., p. 38 
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recommends that this issue be addressed.  Staff recommends, however, that if the 

Commission decides to give rate base treatment to Customer Data Warehouse (―CDW‖) 

and Retail Office (market settlement system) costs (i.e., determine the costs to not be 

recoverable under the PORCB rider), which Staff is not taking a position on, the 

Commission will need to make it clear in the Order in this case that it rules solely on the 

inclusion of these two specific items, totaling approximately $6.8 million according to 

ComEd.14  To be more specific, the Commission should clearly state that it does not 

make a finding on the remainder of the PORCB costs and that allocating these specific 

costs to rate base does not indicate that the Commission somehow foregoes its cost 

review of the remainder of the PORCB costs during the PORCB reconciliation 

proceedings in any way. 

 Because Staff is neutral in this proceeding on the allocation of the CDW and 

Retail Office costs, Staff provides the Commission with two alternative sets of 

replacement language for the Order‘s Analysis and Conclusions section. These two 

alternatives can be found below. 

 Additionally, due to events that have occurred during the last several weeks 

regarding PORCB, Staff feels compelled to make note of those events here and request 

that the Commission take Administrative Notice of the following.  On March 17, 2011, 

the Company filed its Original Information Sheet No. 22 setting forth the initial 

Consolidated Billing Adjustment under Rider RCA pursuant to the provisions in Docket 

No. 10-0138 (PORCB Docket).  Based on workpapers provided with the informational 

filing, the Company has included all of the PORCB costs (limited by the CB Cap per the 

PORCB Order) at a jurisdictional total of $14,518,540.  The total jurisdictional costs 

                                                 
14

 Id., p. 38 



Docket No. 10-0467 
Staff BOE 

 

13 

 

included in the Company‘s rate case filing was $16,622,000. On March 28, 2011, the 

Company filed its Motion for Permission to File Errata.  Staff has not yet received any 

explanation for the differences in the total jurisdictional costs reported, nor have the 

ALJs ruled on the March 28 Motion.   

In the event the Commission determines that any of the costs initially 

represented as PORCB by the Company are approved for recovery in base rates in this 

proceeding, two additional issues must be further addressed as a result of the filings 

made on March 17 and March 28 discussed above.  First, additional clarification from 

the Company may be required to determine the correct amount, if any, to be included in 

base rates due to the discrepancies in total costs reported in the various filings.  

Second, since the Company included all PORCB costs in its calculation for Original 

Information Sheet No. 22, new informational sheets would need to be filed for the CB 

adjustment under Rider RCA to prevent double-recovery of the costs approved for 

recovery in the rate case. 

  Therefore, Staff recommends that the PO on page 37 be modified as follows: 

 
Staff’s Position  
 
 Staff proposed that the costs that are identified as PORCB costs 
should not be recovered here, in ComEd‗s rate case. Staff states that this 
is consistent with the Commission‗s final Order in Docket No. 10-0138, the 
docket in which this Commission approved ComEd‗s statutorily-required 
PORCB program. (See, 220 ILCS 5/16-118). Staff contends that, because 
ComEd has already included these same costs under its UCB and POR-
related Rider for the PORCB program, those costs cannot also be 
included for recovery here. Staff avers that, while no evaluation of the 
specific PORCB costs to be recovered will occur until a reconciliation 
proceeding (pursuant to ComEd‗s PORCB tariff) there is no way, at 
present, to determine whether the PORCB costs at issue are allowable 
under ComEd‗s PORCB-related Rider. (Staff Ex. 1.0 at 15-16).  
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 Additionally, Staff does not agree with testimony offered by 
Dominion witness Mr. Christ or ICEA witness Mr. Fein (see below) which 
is, that the costs that are identified as PORCB-related are recoverable in 
base rates. Staff opines that the appropriate case for evaluation of 
PORCB costs is in the Rider reconciliation proceedings that are provided 
for in the Rider for PORCB services. (Staff Exs. 1.0 at 10-15; 16.0 at. 21-
25; Staff Memo at 2). Staff further states that if, during the Rider 
reconciliation proceedings, some of the costs ComEd included in its 
PORCB estimates will be found to be more appropriately included in base 
rates, those capitalized costs may be considered in the revenue 
requirement in a future rate case. (Staff Ex. 16.0 at 30-31) Such a review 
will allow the Commission to decide whether all of the costs have indeed 
been prudently incurred and it will allow the Commission to decide 
whether there are some capital costs that are more appropriately 
recovered through future base rates because they are not associated with 
the provision of PORCB pursuant to Section 16-118. (Staff Reply Brief at 
14) Staff avers that the Commission might identify costs that the 
Commission finds were prudently incurred by ComEd but not associated 
with the provision of PORCB service. If the Commission makes such a 
determination for some of the costs originally labeled PORCB costs, 
ComEd would be allowed to recover those prudently incurred costs 
through base rates. Staff stated that it has not done a thorough review of 
all of the costs initially labeled PORCB costs by ComEd in this proceeding 
and therefore Staff is not asking the Commission to make such 
determinations at this point. 
 
 However, Staff stated that it cannot ignore the apparent agreement 
among some parties regarding the treatment of two specific costs incurred 
by ComEd and the request that the Commission make a decision in this 
Docket on the proper treatment of the Customer Data Warehouse 
(―CDW‖) and Retail Office (market settlement system) costs. Staff does 
not take a position on this issue given that it did not have a chance to 
respond to this change in position by ComEd in testimony.  Staff 
recommends, however, that if the Commission decides to give rate base 
treatment to Customer Data Warehouse (―CDW‖) and Retail Office 
(market settlement system) costs (i.e., determine the costs to not be 
recoverable under the PORCB rider), the Commission make it clear in the 
Order in this case that it rules solely on the inclusion of these two specific 
items.  Additionally, if the Commission decides to include these two items 
in rate base, Staff pointed out that ComEd needs to explain an apparent 
discrepancy of the dollar amounts stated in this record and the amounts 
found in Information Sheet No. 22 setting forth the initial Consolidated 
Billing Adjustment under Rider RCA it filed pursuant to the provisions in 
Docket No. 10-0138 (PORCB Docket).  Further the Company should be 
ordered to file a first revised informational sheet No. 22, to prevent double 
recovery of costs. 
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************************************************************************************ 
 
 Staff further recommends that the Commission Analysis and Conclusions on 

page 39 of the PO be modified as follows: 

 
 Analysis and Conclusions  
 
 When it comes to the issue of the so-called PORCB costs, it 
appears that both ComEd and Dominion‘s positions are unreasonable.  
Dominion‗s argument that all ratepayers should pay for the cost of 
ComEd‗s PORCB program has been thoroughly examined and rejected in 
the final Order in docket 10-0138. (See, e.g., docket 10-0138, final order 
of December 15, 2010, at 26-27). We decline, therefore, to entertain this 
argument here.  
 
 We further decline to entertain arguments that PORCB-related 
costs should be included in general rates, or, whether only POR-related 
costs are recoverable. We note that, with regard to POR services, the 
enabling statute provides, in pertinent part, that:  
 

The tariff filed pursuant to this subsection (c) shall permit the 
electric utility to recover from retail customers any 
uncollected receivables that may arise as a result of the 
purchase of receivables under this subsection (c), may also 
include other just and reasonable terms and conditions, and 
shall provide for the prudently incurred costs associated with 
the provision of this service pursuant to this subsection (c).  

 
(220 ILCS 5/16-118(c)).  Regarding UCB services, this same statute 
provides that:  

 
The tariff filed pursuant to this subsection (d) . . . shall 
provide for the recovery of prudently incurred costs 
associated with the provision of service pursuant to this 
subsection (d). The costs associated with the provision of 
service pursuant to this Section shall be subject to periodic 
Commission review.  

 
(220 ILCS 5/16-118(d)).  Clearly, the General Assembly meant to allow 
recovery for both POR and UCB services through separate tariff(s), not 
through general rates. There would be no point in requiring a separate 
tariff recovery mechanism that is subject to separate periodic reviews, if 
the costs at issue could be recovered in general rates. We agree with Staff 
witness Ms. Ebrey that there is no legal authority for recovery of these 
costs here.  
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 We acknowledge that Dominion asserts that many of the costs that 
ComEd states were attributable to its PORCB program were not 
prudently-incurred in order to provide UCB or POR services. According to 
Dominion‗s witness Mr. Crist, many of these costs were incurred to 
accommodate retail electric supplier services in general, and not just 
those retail electric suppliers who offer PORCB services. However, if 
those costs were not prudently-incurred for UCB or POR services, they 
will be disallowed in the statutorily-mandated prudence reviews.  
 
 For the reasons stated above, we conclude that all of the costs that 
ComEd has attributed to its PORCB program are disallowed. In so ruling, 
we note that ComEd witness Mr. Marquez has testified that all of the 
expenses that are at issue here were incurred as a result of ComEd‗s 
legal requirement to provide UCB and POR services. Because the 
General Assembly intended recovery of those costs to occur through a 
separate tariff(s), from those imposed in general rates, they cannot be 
included here.  
 
 In its Reply Brief, ComEd vaguely asserts that Staff has never 
suggested, and the final Order in the PORCB docket, docket 10-0138, has 
never stated, that ComEd is free to file a new tariff (Rider) that 
encompasses the totality of the costs that ComEd has experienced related 
to this program, but which, ComEd failed to provide any evidence 
substantiating, in the PORCB docket. These allegations are simply 
incorrect. Staff, in fact, pointed out that ComEd can file a new tariff. (See, 
e.g., docket 10-0138, Amendatory Order of February 9, 2011, at 37). And, 
in fact, the final Order in that docket noted that ComEd can file a new 
Rider that encompasses its newly-found expenses. (See, id. at 39). We 
therefore reiterate, for the sake of clarity, that ComEd is free to file a new 
Rider that encompasses the PORCB-related expenses that ComEd did 
not substantiate in the PORCB docket, docket 10-1038.  
 
 However, it is counter to basic cost-causation principles to include 
PORCB-related costs in rates that include every ComEd customer, when 
some customers will not or do not take these services. While ComEd has 
argued that these costs are ―used and useful‖ and ―known and 
measurable,‖ they simply are not ―used and useful‖ or ―known and 
measurable‖ for all of ComEd‗s customers. Moreover, as the final Order in 
the PORCB docket makes abundantly clear, the General Assembly 
intended for recovery of the POR and UCB services to be included in the 
charges that are assessed pursuant to that program. We will not impose 
those charges upon all ratepayers here. 
   
 Having said that, Staff correctly points out the possibility that some 
of the costs ComEd included in its PORCB estimates are prudent 
investments but that the investments are not ―associated with the 
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provision‖ of POR or UCB services as Sections 16-118(c) and (d) require 
them to be in order to qualify for Rider PORCB recovery. Those costs, if 
they are found to be otherwise prudent investments, would be more 
appropriately included in base rates.   
 
 Staff has not done a review of ComEd‘s PORCB cost estimates in 
this Docket and therefore Staff is not asking the Commission to make 
such determinations at this point. Instead, Staff argues that if, during the 
Rider PORCB reconciliation proceedings, some of the costs ComEd 
included in its PORCB estimates will be found to be more appropriately 
included in base rates, those capitalized costs may be considered in the 
revenue requirement in a future rate case.  
 

ComEd, however, wants to force the Commission to decide, in this 
Docket, an issue which it, in another Docket, argued should be decided at 
a later time. In Docket No. 10-0138, ComEd stated that the PORCB cost 
estimates were presented for informational purposes only and not for 
approval in that docket and that these costs will be subject to Commission 
review in the reconciliation proceedings.  Furthermore, even after it made 
its instant rate case filing, ComEd recognized, that the PORCB 
reconciliation proceedings are the venue for the Commission to decide 
whether certain costs are truly associated with the provision of Rider 
PORCB pursuant to Section 16-118.  However, ComEd now argues that 
the Commission cannot make a decision on the allocation of the costs in 
the PORCB reconciliation proceeding but instead should make the 
decisions in this proceeding.  Additionally, ComEd seems to fault the 
parties for not reviewing the entirety of its so-called PORCB costs in this 
proceeding and seems to explicitly request that the Commission not only 
decide the allocation issue but also find that the costs are prudently 
incurred, reasonable in amount, and used and useful. We decline to make 
such findings for all of the costs at issue in this proceeding. 
 
 We agree with Staff that the Commission will perform a detailed 
review of ComEd‘s costs during the PORCB reconciliation proceeding.  
Such a review will allow the Commission to decide whether all of the costs 
have indeed been prudently incurred and it will allow the Commission to 
decide whether there are some capital costs that are more appropriately 
recovered through future base rates because they are not associated with 
the provision of PORCB pursuant to Section 16-118. 
 
 However, the Commission notes the apparent agreement among 
some parties regarding the treatment of two specific costs incurred by 
ComEd and the request that the Commission make a decision in this 
Docket on the proper treatment of the Customer Data Warehouse 
(―CDW‖) and Retail Office (market settlement system) costs. 
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[Alternative 1 to concluding paragraph] 
 
 Given the agreement reached between ComEd and Dominion 
regarding the CDW and the Retail Office costs, the Commission finds that 
agreement reasonable and therefore adopts it. ComEd states that these 
enhanced functions are not required as such to effectuate the purchase of 
receivables and place associated RES supply charges on customers‘ bills. 
ComEd further argues that its prior treatment of similar costs is consistent 
with recovering them through base rates However, the Commission is not 
making a finding on the remainder of the PORCB costs and allocating 
these specific CDW and Retail Office costs to rate base does not indicate 
that the Commission somehow foregoes its cost review of the remainder 
of the PORCB costs during the PORCB reconciliation proceedings in any 
way. In addition, ComEd is directed to identify and potentially correct any 
discrepancies of the dollar amounts stated in this record and the amounts 
found in Information Sheet No. 22 setting forth the initial Consolidated 
Billing Adjustment under Rider RCA it filed pursuant to the provisions in 
Docket No. 10-0138 (PORCB Docket).  Further, ComEd is directed to file 
First Revised Informational Sheet No. 22, to remove the effect of the costs 
approved for recovery in base rates to prevent over-recovery of said costs. 
 
[Alternative 2 to concluding paragraph] 
 
 While the Commission acknowledges that ComEd and Dominion 
have reached agreement that CDW and Retail Office expenses should be 
included in base rates, we decline to rule on the reasonableness of that 
agreement until the reconciliation proceeding. At that time, the parties in 
the reconciliation proceeding can present further testimony and argument 
on whether those costs are more appropriately included in the revenue 
requirement of future base rate proceedings. 
 
************************************************************************************ 

 

   e. Allocation of G&I Plant 
   f. Other 

  4. Cash Working Capital (CWC) 

 Staff agrees with the PO that ComEd‘s lead/lag study for the most part was 

prepared in an appropriate manner utilizing methodologies similar to those of studies 

approved by the Commission in other recent rate cases.  Furthermore, Staff agrees with 

the PO‘s conclusions regarding the treatment of EAC/REC and GRT/MUT tax issues.  

Additionally, Staff supports the PO‘s treatment of intercompany expense payments. 
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(PO, p. 49) However, two concerns that should be addressed are 1) a correction to the 

incorporation of the PO‘s disallowance of certain perquisites and awards and 2) the 

methodology used by the PO to calculate total receipts.   

Technical Correction to Reflect the PO‘s Disallowance of Certain Perquisites and 
Awards 
 

Concerning a correction to properly reflect the PO‘s disallowance of certain 

perquisites and awards, Appendix A, page 16 column (b), line 6 should reflect ($1,392) 

instead of ($501).  This correction will change the total direct payroll per Order on page 

16, column (b), line 8 from $263,849 to $262,457.  That corrected total will change page 

15, column (b), line 15 from ($263,849) to ($262,457) and the total Other Operations & 

Maintenance for CWC calculation on line 21 to change from $194,066 to $195,458.  

Finally, the correction will change Base Payroll and Withholdings on page 14, column 

(b), line 7 from $263,849 to $262,457, which in turn will cause the CWC requirement in 

column (e), line 7 to change from ($10,583) to ($10,527) and the Cash Working Capital 

on line 33 to change from $79,807 to $80,885, giving rise to an overall CWC reduction 

on line 35 of ($8,818) instead of ($9,896).  This technical correction is reflected in Staff‘s 

calculation of CWC attached hereto. 

Methodology to Calculate Total Receipts 
 

The PO adopted Staff‘s position on all contested areas between Staff and the 

Company in its calculation of CWC.  Yet the PO yields a final CWC balance of 

$79,807,000 which is greater than the amount of $67,641,000 reflected in the 

Company‘s Surrebuttal Testimony (ComEd  Ex. 55.1, Schedule B-8, page 1, line 46, 

column (H), January 3, 2011 REVISED).  This may raise the question as to why the PO 

provides a CWC amount that is greater than the amount requested by the Company. 
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The PO‘s calculation of CWC incorporated Staff‘s methodology.  The Company‘s 

surrebuttal testimony clarified a difference between the Staff and the Company 

methodology that had not been raised previously in the record.  The Company‘s 

methodology forced revenues to equal expenses as reflected on ComEd Ex. 55.1, 

Schedule B-8, page 1, line 46, column (H), January 3, 2011 REVISED.   This difference 

in calculation had not previously been identified and thus had not been the focus of any 

dispute throughout this proceeding; nevertheless, it produces a significant impact on the 

calculation of CWC. Staff now raises the issue in the interest of clarification and to 

provide a full and complete record.  

  5. 2009 Pension Trust Contribution 

Staff strongly disagrees with the PO‘s conclusion to increase rate base for 

ComEd‘s portion of the 2009 discretionary pension contribution.  Staff is not aware that 

the Commission has ever allowed a utility to reflect a pension asset in rate base. (Staff 

Ex. 3.0R, pp. 13 and 17-18) The PO‘s conclusion would overturn years of Commission 

precedent (notably, Docket No. 05-0597) and encourage utilities to pre-fund their 

pension obligations based on the likelihood that they could earn a higher return under 

the Commission-approved overall cost of capital than under alternative investments all 

at the expense of ratepayers and with the intent to benefit shareholders. 

To be clear, Staff is not unilaterally opposed to discretionary contributions on the 

part of a utility to its retirement plans.  However, where a utility elects to contribute not 

only an amount equivalent to the pension expense which is reflected in rates, but also a 

discretionary prepayment with the intent to benefit its shareholders, Staff avers that the 

utility should be held accountable to demonstrate that the prepayment does not unduly 
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burden ratepayers.  That is the scenario in the instant proceeding.  For this reason, Staff 

proposed to limit the utility‘s recovery of the cost of the pension prepayment to the 

corresponding benefit derived by ratepayers. (Staff Ex. 18.0, pp. 4-9 and Schedule 

18.01) 

The Company asserts that it is entitled to recover the entire cost (defined by the 

utility as the Commission-approved overall cost of capital) of the prepayment, just as it 

would any other prudent investment. (ComEd Ex. 29.0, p. 18 and ComEd Ex. 55.02 2nd 

Revised, pp. 17-18)  Staff notes that a pension prepayment is not the same as any 

other investment because there are special laws that govern the funding of pension 

plans. (Staff Ex. 3.0R, pp. 4-5)  Therefore, from a utility ratemaking perspective, the 

issue is not whether such costs are recoverable, but rather the timing of the cost 

recovery. 

In addition to the federal laws that govern funding of pension plans, there are 

accounting rules that govern the recognition of pension expense. (Staff Ex. 3.0R, p. 12)  

It is a longstanding practice for ratemaking purposes to recognize pension expense in 

accordance with the relevant accounting rules. 

In the instant proceeding, the Company has chosen to pre-fund the pension plan 

and would seek to recover not only the pension expense that is normally reflected in the 

test year, but also the added cost of pre-funding its pension plan.  Staff does not 

disagree that the additional contribution will mitigate pension expense in future periods, 

but avers that due to the discretionary nature of the prepayment, the Company bears a 

burden of proof to demonstrate that prefunding does not produce unreasonable costs in 

the instant proceeding which will be passed down to ratepayers.  Staff‘s proposal to limit 

cost recovery for the prepayment to the amount of corresponding benefit that accrues to 
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ratepayers would do just that.  In other words, Staff‘s proposal would provide an 

incentive for utilities to prefund their retirement plans only to the extent that ratepayers 

benefit – no more.  Staff‘s proposal would preclude utilities from pumping up rate base 

with large prepayments to their retirement plans, while simultaneously encouraging 

prepayment in scenarios where the cost/benefit test is met.  The PO declines to extend 

the customer benefits test to the pension area (PO, p. 51), but Staff avers that it is 

necessary to do so in cases where the utility elects to pass along discretionary costs 

like pension prepayments.  Such treatment is dictated by the distinguishing fact that 

ratepayers, not shareholders, ultimately bear the cost of the pension plan and other 

employee benefits. 

For all these reasons, Staff urges the Commission to reject the PO‘s treatment of 

the 2009 pension trust contribution and adopt Staff‘s proposal and recommends the 

following changes to pages 51 and 52 of the PO:   

Commission Analysis and Conclusion 
 

ComEd is requesting to include $92.5 million ICC-jurisdictional rate 
base effect of its pension contribution in its rate base. 

Staff contends that ComEd wshould be adequately compensated 
for its discretionary contribution by providing for a regulatory return equal 
to the extent of corresponding ratepayer benefit, defined as the 
jurisdictional portion of the reduced pension expense resulting from the 
discretionary contribution.  Pearce Reb., Staff Ex. 18.0 at 8-9.  We 
disagree with ComEd‘s argument, however, that Staff‘s methodology for 
arriving at its recovery amount - working backward from which is limited to 
an the estimated reduced cost to customers (i.e., ratepayer benefit) - 
bears no relationship to the economic cost to ComEd of its pension 
contribution.  Due to the fact that ratepayers already bear the annual 
pension cost as determined in accordance with accounting rules that rely 
on actuarial valuation, the additional cost of a discretionary prepayment 
should be subject to a more stringent test of rate recovery.  A customer 
benefits test should be has been applied only in the context of incentive 
compensation discretionary pension pre-payments to establish the 
reasonableness of the incremental cost. and should not be expanded into 
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other areas. It would be impossible to match costs and customer benefits 
on a system-wide basis.  We therefore reject accept Staff‘s proposal. 

AG/CUB contend that ComEd should be denied recovery of the 
cost of the $92.5 million pension asset because, according to AG/CUB, 
the underfunding should have been addressed through larger 
contributions in 2006 through 2008.  Effron Dir., AG/CUB Ex. 2.0 at 15; 
Effron Reb., AG/CUB Ex. 8.0 at 9.  However, , ComEd‘s 2009 pension 
contribution was necessitated by the substantial investment losses 
experienced by Exelon‘s pension fund in 2008 as a result of the recession 
and it was thus unnecessary to have made larger contributions in prior 
years. We reject AG/CUB‘s proposed disallowance. 

The Company‘s 2009 pension contribution was a prudent 
reasonable response to the decline in the funded status of the pension 
plan.  By making the contribution in 2009, ComEd properly avoided the 
compounding effect of continued underfunding and as a result of earnings 
on the contribution, reduced the pension expense component of the 
revenue requirement in this proceeding.  However, Wwe agree  note that 
not allowing ComEd to include recover its pension contribution 
prepayment in its revenue requirement may encourage utilities to divert 
capital resources to from other utility investments in order to obtain that 
would produce a full return on pension prepayments, rather than making 
other prudent investments related to provision of utility service properly 
fund pension plans. Therefore, the Commission approverejects the $92.5 
million ICC-jurisdictional rate base effect of its ComEd‘s 2009 pension 
prepayment.  Recovery of the 2009 discretionary pension contribution is 
limited to the amount of ratepayer benefit, as estimated by the Company.  
In accordance with Staff‘s proposal, related costs shall be recovered 
through the operating statement contribution in its rate base.  

 

************************************************************************************ 

  6. Capitalized Incentive Compensation   

  7. Customer Deposits 

 The PO rejects Staff‘s proposal to use a 2009 year-end balance, instead of an 

average balance, to calculate customer deposits. (PO, p. 55) Staff believes that the 

multi-year increasing trend in customer deposits will continue into the future absent any 

evidence to suggest otherwise.  As pointed out in the PO, there was a wide variation in 

the monthly rate of increase from year to year; however, the trend is consistently up.  



Docket No. 10-0467 
Staff BOE 

 

24 

 

While it is not easy to predict the rate of increase in the future, the empirical evidence 

suggests that the direction will continue to be up and that a year-end balance will more 

accurately reflect the level of customer deposits during the year that rates from this 

proceeding will be effective.  Therefore, the Commission should accept Staff‘s 

adjustment in its final order accordingly Staff recommends the following changes to 

page 55 of the PO: 

Analysis and Conclusions 

 We reject accept Staff‘s and AG/CUB‘s proposal to use a 2009 
year-end balance, instead of an average balance, to calculate customer 
deposits.  The evidence shows there were insignificant consistent 
increases in customer deposit balances from 2006 through 2008 and 
significant increases in 2009. The use of an average year-end balance, as 
proposed by ComEd Staff and AG/CUB, more accurately reflects the 
balance of customer deposits when rates will be in effect test year 
balance, as it is accounts for the trending increase during the past several 
years.fluctuations in the monthly balances during the test year.  We 
additionally note that it also more fully captures any growth in customer 
deposits.   

 With regard to the amount of the deposits, that is, whether to use 
the total amount or only an amount that reflects delivery service, we note 
that ComEd acknowledges that deposits reflect the entire amount of a 
customer‘s expected bill, including the cost of the energy delivered.  This 
is because, if a customer does not pay a bill, ComEd will be at a loss both 
for the delivery service provided and also the cost of the energy it paid for 
when providing delivery service. Conversely, it is the total deposit, not just 
the delivery-service portion of the deposit that is a source of revenue for 
ComEd.  We also note that if there were no electricity to deliver, there 
would be no delivery service.  Also, as the AG and CUB point out, while 
ComEd states that this service is non-jurisdictional, it provides no proof of 
what other jurisdiction would be involved in this service. Therefore, 
ComEd‘s reference to the portion of the deposit that is not for delivery 
service as ―non-jurisdictional‖ is misleading.  It is the total deposit amount 
that should be the amount used to reduce rate based here.  This is 
consistent with our conclusion regarding Late Payment Charge Revenue.  
The amount of customer deposits reducing rate base is therefore, 
$$85,962,000$130,510,000.  (ComEd Ex. 29.1 Sched. B-13).   
 
************************************************************************************ 
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  8. Material and Supplies Inventories 

 The PO accepts Staff‘s proposed adjustment to reduce the materials and 

supplies inventory balance by the related accounts payable, but creates a mismatch by 

using an average accounts payable balance with the year-end materials and supplies 

inventory.  The Company and Staff are in agreement that there needs to be consistency 

when determining the appropriate accounts payable balance associated with materials 

and supplies.  The Company has proposed that a year-end ―snap-shot in time‖ balance 

of materials and supplies is appropriate. Staff in its Reply Brief acquiesced to the 

Company‘s proposal of a year-end balance for materials and supplies.  (Staff RB, p. 27)  

Staff avers that if a year-end balance of materials and supplies is appropriate, then the 

use of the associated year-end accounts payable balance is consistent and un-

ambiguous. 

 As noted in the PO, Staff has concerns about the debit balances in the monthly 

accounts payable calculations.  It is highly unusual to have a debit balance in an 

accounts payable account and Staff avers that it is these unusual monthly balances 

which skew the representation and not the year-end balance.  The accounts payable 

percentage of materials and supplies from 2006-2009 is 15.7%, 20.3%, 14.2%, and 

18.9%, respectively.  These are percentages calculated from the year-end accounts 

payable as represented on ComEd‘s Schedule B-8.1, page 2.  The monthly average of 

accounts payable as ―calculated‖ by the Company is 6.8%.  The unexplained debit 

balances from August to November 2009 is what drives the Company‘s proposed 

accounts payable balance well below the historic average and should be rejected. 

Technical Correction 
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 The Company proposed a year-end balance of materials and supplies inventory 

which Staff acquiesced to in Staff‘s Reply Brief on page 27.  The calculation for the 

materials and supplies inventory adjustment per the PO should begin with the 

uncontested year-end materials and supplies balance of $71,326,000 rather than the 

$744,938,000 reflected in Appendix A attached to the PO.  See the Staff BOE Appendix 

A, p. 18 for the corrected calculation.  Accordingly, Staff recommends the following 

changes to pages 56-57 of the PO: 

Staff’s Position 

 Staff is proposing an adjustment to reduce the materials and 
supplies balance included in rate base by the associated accounts 
payable. Staff contends that the accounts payable balance should be the 
year-end balance associated with the year-end materials and supplies 
balance. calculated based on an average of the beginning and ending 
balances in the test year. Staff‘s adjustment would result in a reduction to 
rate base of $5,064,000.  (Staff Reply Brief at 27). 
  

*** 
 Staff also takes issue with the Company‘s argument that, should an 
adjustment be made to reduce inventory by the associated accounts 
payable, an average of thirteen monthly balances of accounts payable 
should be used instead of an average based on the beginning and ending 
balances of the test year. (Staff Initial Brief at 32; Staff Reply Brief at 27)  
Staff asserts that at first glance the Company‘s point sounds appealing.  
However, the balances proposed by the Company are questionable and 
have not been fully supported according to Staff. Staff argues that the 
month end accounts payable balances which were not provided by the 
Company until surrebuttal testimony include debit balances from August 
through November of 2009. Accounts payable debit balances are not 
customary and indicate that the supplier owed ComEd money. Staff 
maintains that the Company should have explained these unusual 
balances especially considering that the Company did not propose this 
alternative until surrebuttal testimony.  Moreover, Staff notes that ComEd 
argued in its initial brief, in its discussion concerning its proposal which is 
no longer contested to use a year end balance to determine the materials 
and supplies balance, that there is a need for consistency when 
determining the appropriate accounts payable balance associated with 
materials and supplies.  Staff states that it agrees with ComEd‘s statement 
that consistency is needed and accordingly maintains that the average 
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accounts payable balances should be calculated using the associated 
year-end balances. (Staff Reply Brief at 27) 
 
Analysis and Conclusion  

 We accept Staff‘s proposed adjustment to reduce the materials and 
supplies inventory balance included in ComEd‘s rate base by the 
associated accounts payable. We agree with Staff‘s position that ComEd‘s 
vendors are financing the materials and supplies inventory until the 
corresponding accounts payable are paid. Moreover, since the vendor is 
in effect financing these purchases until they are paid, the Company‘s 
shareholders have no investment in the related materials and supplies and 
accordingly, the Company should not earn a return on the investment for 
the inventory until the inventory has been funded by the Company‘s 
shareholders. 
 
 We concur with ComEd that an average of thirteen monthly 
balances of accounts payable should be used instead of an average 
based on the beginning and ending balances of the test year. Based on 
our review of the record, it is more appropriate to use an average of the 
monthly balances because the year end balances recommended by Staff 
reflect very high variations which do not provide an accurate reflection of 
the accounts payable balance during the time at issue. ComEd‘s proposal 
to calculate the accounts payable using an average of thirteen monthly 
balances will provide a more representative balance. For these reasons, 
we adopt ComEd‘s proposal to use an average of thirteen monthly 
balances. 
 
 We agree with Staff that a year-end balance of accounts payable 
should be used instead of an average of the monthly balances.  Based on 
our review, it is more appropriate to use the year-end balance because the 
average of the monthly balances, in this case, skews the historical 
average amount.  The year-end balance of accounts payable is more 
consistent with a year-end balance of materials and supplies and is more 
representative of the anticipated on-going levels. 
 
************************************************************************************ 

 

  9. Severance Cost – Regulatory Debit  
 D. Rate Base (Total)  
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V. OPERATING EXPENSES 
 A. Overview 
 B. Potentially Uncontested Issues  
  1. 2009 Amortization Adjustment of Existing Regulatory Assets  
  2. Outside Professional Services – Jacobs Consulting (Staff)  
  3. Advertising Expense (Staff)  
  4. Investment Tax Credit Amortization (AG) 
  5. Photovoltaic Pilot Costs  
 C. Potentially Contested Issues 

  1. Incentive Compensation Cost and Expenses 

 Staff disagrees with the PO‘s rejection of Staff‘s disallowance of the LTIP – Cash 

program metrics related to emission reduction and Smart Grid.   As the Commission is 

well aware, an underlying premise for recovery of any cost through delivery service 

rates is that the cost must relate to the provision of delivery services.   Another premise 

underlying cost recovery is that the cost must be ordinary and necessary, and prudently 

incurred for the provision of delivery services.  A plain reading of the description of the 

emission reduction metric would indicate that emissions relate to power generation, not 

delivery services. (Staff Ex. 18.0, p. 19; Staff IB, pp. 37-38)  The PO contends that 

emission reduction is an important goal for the quality of ratepayers‘ well-being. (PO, p. 

65)   Staff does not disagree as to the benefit of emission reduction, but strongly 

disagrees that recovery through delivery services rates is the proper recovery 

mechanism since this is a goal related to power generation.  Accordingly, achievement 

of a goal related to power generation would not be appropriate for recovery in a delivery 

service rate case, as Staff witness Pearce contends. (Staff Ex. 18.0, p. 19) 

 The second metric at issue, implementation of Smart Grid, has not yet been 

approved for recovery in delivery service rates.  Although the Company has requested 

permission to recover the cost of Smart Grid in the instant proceeding via the bridge 

tariff, the Commission has not yet approved these costs for recovery in base delivery 
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service rates.  Accordingly, the Company is attempting to use circular reasoning by 

using its request for recovery of Smart Grid costs in the instant proceeding to support its 

position that achievement of Smart Grid goals in the incentive compensation plan are 

ordinary, necessary and prudently incurred costs that are properly recoverable in 

delivery service rates. (Staff IB, pp. 37-38)  Staff strongly disagrees with the PO‘s 

conclusion that delivery services ratepayers should pay incentive compensation costs 

for a metric related to implementation of the Smart Grid.  The basis for the PO‘s 

conclusion (PO, p. 65) is that Smart Grid, in general, increases the efficiency of the grid, 

which ultimately reduces the costs that delivery service customers bear. Staff contends 

that this conclusion assumes facts not in evidence—there is no proof that 

implementation of Smart Grid has yet or is likely to reduce delivery service costs to 

ratepayers.  Notably, the Commission has yet to even initiate the Policy docket 

envisioned from ComEd‘s last rate case, which would presumably consider this issue 

more thoroughly.  Therefore, Staff contends this metric fails to meet the Commission‘s 

well-established standards for rate recovery of incentive compensation. 

Staff recommends the following changes to pages 64-65 of the PO: 
 

Analysis and Conclusions  
 

We disagree with CUB‘s argument regarding the AIP Program.  
This Commission has a long-standing policy of allowing Incentive 
Compensation costs when those costs benefit ratepayers.  We fail to see 
how a high unemployment rate factors into the benefits for ratepayers.  
Additionally, cuts that ComEd may make to this program outside the test 
year are not germane.  Also, as ComEd points out, according to ComEd 
witness Mr. Trpik, in 2010, ComEd paid out 100% of the costs submitted 
in its rate filing.  (ComEd Reply Brief at 77; ComEd Ex. 28.0 at 4).  Staff 
witness Ms. Pearce reviewed the AIP Program, and concluded that except 
for two metrics, the program, in fact, benefits ratepayers.   The actual 
documents defining the program as opposed to Exelon‘s 10-K statement, 
is the best evidence regarding its application and parameters.  We decline 
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to adopt CUB‘s proffered adjustment regarding the AIP Program.  
Therefore, 100% of the cost of this program is approved.  

  
However, we also disagree with support Staff‘s recommended 

disallowance regarding the LTIP - Cash program.  Emission reduction is a 
goal more closely related to power generation.  As such, this metric does 
not relate to the provision of delivery service and the related incentive 
compensation costs should not be recovered through base delivery 
service rates.  The Company‘s contention that implementation of Smart 
Grid will benefit ratepayers is, as yet, unproven.  The record does not 
contain any evidence to support the contention that Smart Grid in general 
increases the efficiency of the grid, which ultimately or reduces the costs 
that delivery service customers bear.  Additionally, emission reduction is 
an important goal for the quality of ratepayers‘ well-being.  We therefore 
decline to adopt Staff‘s proffered adjustment regarding the LTIP - Cash 
Program.  100 17% of the cost of this program is disallowed approved.   

 
************************************************************************************ 

  2. Rate Case Expenses 

   a. Rate Case Expenses of the Instant Case 

Rulemaking on Rate Case Expense is Unnecessary 
 

The PO finds that a rulemaking should be conducted due to the enactment of 

Section 9-229 of the Act. (PO, pp. 80-81)   The specific purpose of the rulemaking 

according to the PO would be ―for the purpose of determining what must be included in 

rate case expense, the level of specificity involved in that inclusion, and the 

documentation involved.  This shall include an analysis of any of the issues that are 

specified above for inclusion, as well as an analysis of how to incorporate well-

established law on this issue regarding fee petitions into any rule that results from this 

rulemaking.‖  (Id.)  The PO posits that prior to Section 9-229 being enacted, ―there really 

were no statutory or regulatory requirements regarding rate case expense.‖ (PO, p. 68)  

However, rate case expense has always been subject to Section 9-101 of the Act which 

requires that all rates be just and reasonable.  Section 9-229 requires a specific 
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Commission finding regarding those expenses; however, it did not create an additional 

requirement or standard beyond what is required in Section 9-101.  There are a myriad 

of expenses and plant items (e.g., insurance, compensation, vehicles, office rent, office 

buildings, etc.) that must always be evaluated to determine if they are just and 

reasonable, yet no administrative rule defines the parameters for  reaching such a 

conclusion that those expenses and plant items are just and reasonable, and none is 

required.  The PO provides no reason, other than the misinterpretation of Section 9-229, 

as to why rate case expense should be singled out among numerous types of operating 

expenses to require a rulemaking in order to determine the justness and 

reasonableness of the amount proposed to be reflected in rates. 

The PO further incorrectly states that no party has really addressed the impact of 

the enactment of Section 9-229 on the recovery of legal fees in rate case expense.  

(PO, p. 80)  Staff respectfully disagrees.  In its Reply Brief, Staff addressed that Section 

9-229 requires the Commission to ―specifically assess the justness and reasonableness 

of any amount expended by a public utility to compensate attorneys or technical experts 

to prepare and litigate a general rate case filing‖ and requires the Commission to 

expressly address the issue in the Commission‘s final order. Staff correctly pointed out 

that it is the Company‘s burden, not Staff‘s, to make the showing of justness and 

reasonableness of its rate case expenses. Staff discussed that it conducted a thorough, 

not cursory, analysis of ComEd‘s requested rate case expenses in total, including 

requesting supporting documentation including invoices, requests for proposals, 

engagement letters, and comparing the proposed expense to prior cases. (Staff RB, p. 

33) 



Docket No. 10-0467 
Staff BOE 

 

32 

 

Further, this is not a case of first impression regarding Section 9-229.  The 

Commission has evaluated rate case expense and made its required findings subject to 

Section 9-229 for other Illinois utilities and found no need for a rulemaking.  These 

cases include Ameren Illinois Company (09-0306 et al.), MidAmerican Energy Company 

(09-0312), Consumers Gas Company (10-0276), Aqua Illinois-Kankakee Water Division 

(10-0194), Illinois American Water Company (09-0319), and several Utilities Inc. 

subsidiaries [Apple Canyon Utility Company (09-0548), Lake Wildwood Utilities 

Corporation (09-0549), Whispering Hills Water Company (10-0110), Galena Territory 

Utilities, Inc. (10-0280),  and Northern Hills Water and Sewer Company (10-0298)]. 

Moreover, there are shortcomings to a rulemaking. A rule could establish a 

standard that is not reflective of a future regulatory environment.  In addition, there is an 

administrative burden on Staff and other parties in enacting a rule.  Thus, the decision 

to enter into a rulemaking to establish what is required by Section 9-229 should not be 

taken lightly.   

Therefore, a rulemaking is not required for the reasons stated above. As an 

alternative to a rulemaking, the Commission should order ComEd, in its next rate filing, 

to provide direct testimony that more specifically addresses the rate case expenses it 

proposes to recover in light of Section 9-229. 

Staff recommends the following language changes on this issue on the following 

pages of the PO: 

Top of page 66: 
 

Before enactment of this statute, there really were no statutory or 
regulatory requirements regarding rate case expense. Rate case 
expenses, like all expenses under the Commission‘s jurisdiction, have 
always and continue to be subject to Section 9-101 of the Act that requires 
rates and charges to be just and reasonable. 
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Top of page 68: 
 

As shall be set forth below, a rulemaking shall be opened regarding rate 
case expense.  This issue shall be examined during the rulemaking 
process.  This is not unreasonable. 

 

Starting on bottom of page 73 into page 74: 

As shall be set forth more fully below, this type of issue is one that has 
been confronted by the federal and Illinois courts for decades when 
entertaining fee petitions in a variety of settings, including Title VII, 
petitions filed pursuant to 42 U.S.C. Sec. 1988, the Ill. Freedom of 
Information Act, the Ill. Human Rights Act, the Ill. Nursing Home Care Act 
and myriad other laws.  This issue is illustrative of the necessity for a 
rulemaking regarding how to apply the new law, (220 ILCS 5/9-229) and 
the need to assess what a well-established body of law regarding fee 
petitions can aid in this regard.   

Top of page 80: 
 

… While we conclude that there is nothing that is obviously unreasonable 
about the legal fees in this case, which are considerably less than those 
incurred in ComEd‘s last rate case, we note that no party has really 
addressed what impact the recent enactment of Section 9-229 of the 
Public Utilities Act has here does not render void the Commission‘s 
continuing burden to find all expenses just and reasonable under Section 
9-101.  Before this statute Section 9-229 was enacted, there was no 
Section 9-101 alone was the sole section in the Public Utilities Act 
standard regarding rate case expense.  ComEd has proceeded here as 
though that were still the case.  It is not. Section 9-229 does not exist. 
ComEd alone is the party with the burden to establish evidence in the 
record so that the Commission can specifically assess the justness and 
reasonableness of these costs as required under Section 9-229. All 
utilities would be advised to provide for the record in its direct testimony, at 
the very least, an explanation of what services were performed, the 
amount of time involved in performing those services and, the need for 
whatever service was performed, in order to justify rate case expense.   

 We additionally note that even for large companies in Chicago, the 
issue of just and reasonable attorney‘s fees, and expert witness fees, has 
been examined by the federal and Illinois courts for decades, regarding 
fee petitions for prevailing parties in many settings, including such matter 
as Title VII, 42 U.S.C. Sec. 1988, the Freedom of Information Act, the 
Administrative Procedure Act, the ADA, the Ill. Consumer Fraud Act, the 
Ill. Nursing Home Care Act, and the Ill. Human Rights Act, to name a few.   
(See, e.g., Rackow v. Ill. Human Rights Commission, 152 Ill. App. 3d 
1046, 1061, 504 N.E.2d 1344 (2nd Dist. 1987); Harris Trust & Savings 
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Bank v. American National Bank & Trust Co., 230 Ill. App. 3d 591, 594 
N.E.2d 1308 (1st Dist. 1992); Estate of Price v. Universal Casualty Co., 
334 Ill. App. 3d 1010, 779 N.E. 2d 384 (1st Dist. 2002)).   

 The wiser course of action, for all parties concerned, including the 
general public, as well as ComEd and other utilities, is to open a 
rulemaking for the purpose of determining what must be included in rate 
case expense, the level of specificity involved in that inclusion, and the 
documentation involved.  This shall include an analysis of any of the 
issues that are specified above for inclusion, as well as an analysis of how 
to incorporate well-established law on this issue regarding fee petitions 
into any rule that results from this rulemaking.  In this way, all parties will 
be on notice as to what defines an expense that is categorized as a rate 
case expense.  Also, all parties will have the benefit of knowing what is 
required of a utility regarding the evidence it must have in order to support 
attorney‘s fees and expert witness fees, (and like fees, such as those for 
support staff).  We additionally assert that Section 9-229 of the Public 
Utilities Act is relatively new; it appears to be untested, or at least 
unasserted by any party in a rate case, until now.  

 

************************************************************************************ 

 
Legal Costs Related to Dr. Hewings‘ and Dr. Andrade‘s Testimony  
 

The PO is inconsistent with its finding, on the one hand, that ―there is no 

evidence that the costs charged by these two witnesses are reasonable‖ and its 

determination, on the other hand, to reduce Staff‘s proposed disallowances for the costs 

charged by these two witnesses by half. (PO, p. 69) No basis for such conclusion is 

discussed in the PO. Moreover, Staff believes there is no support for such conclusion in 

the evidentiary record.  Therefore, this conclusion may not be upheld as part of a 

legally-sustainable order.  Accordingly, Staff recommends the following change in the 

following paragraph on page 68 of the PO: 

 However, there is no evidence that the costs charged by these two 
witnesses are reasonable.  These two witness‘ testimony is unlike the 
situation with attorney‘s fees or certain types of expert witnesses, where 
the parties at least have the charges incurred in other cases or in previous 
cases as a guideline to determine the reasonableness of the charges.  
That is not the case with these two witnesses.  Also, they prepared short 
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pieces testimony with few facts therein.  Therefore, the charges for these 
two witnesses ($25,000 for Dr. Hewings and $21,000 for Dr. Andrade) are 
not just and reasonable and are disallowed. They are reduced therefore 
by half. ($12,500 for Dr. Hewings and $10,500 for Dr. Andrade).  
 
************************************************************************************ 

 
Technical Correction Regarding Amount of Staff‘s Adjustments to Dr. Hewings‘ and Dr. 
Andrade‘s Testimony 
 
 The PO incorrectly sums the total of Staff‘s adjustments on this issue as $36,000. 

(PO, p. 67)  The correct total is $46,000 ($15,000 + $10,000 + $13,000 + $8,000).  The 

following correction on page 68 of the PO is therefore appropriate: 

Legal Costs Related to Dr. Hewings’ and Dr. Andrade’s Testimony 
Staff’s Position 
 

Staff proposes disallowing $15,000 and $10,000 in consultant and 
external legal fees, respectively, for the preparation of Dr. Hewings‘ 
testimony, ComEd Ex. 2.0.  Staff also proposes to disallow $13,000 and 
$8,000 in consultant and external legal fees, respectively, for the 
preparation of Dr. Andrade‘s testimony, ComEd Ex. 3.0, for a total 
disallowance on this issue of $36,000 $46,000. 

 
************************************************************************************ 

   b. Alternative Regulation Case (Alt. Reg.) 

 For similar reasons stated above, Staff recommends the following changes to the 

last paragraph on page 84 into page 85: 

 We further agree with the AG and CUB find that now, after 
enactment of Section 9-229 of the Public Utilities Act, recovery of rate 
case expense must be substantiated in the record with specific 
documentation stating the work performed, the need for the work 
performed and justifying the reasonableness of any rate charged for that 
work.  Otherwise, the language in that statute requiring that this 
Commission ―shall specifically assess the justness and reasonableness of 
any amount expended by a public utility to compensate attorneys or 
technical experts‖; and the language requiring that ―this issue shall be 
expressly addressed in the Commission‘s final order‖ are meaningless.  
(See, 220 ILCS 5/9-229).  That clearly was not done here.  As the AG 
points out, because this was not done, it is difficult to determine what work 
is related to the Alt. Reg. docket. 
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************************************************************************************ 

  3. Administrative and General (A&G) Expenses 
   a. Exelon Way Severance Amortization 
   b. Accounts 920-923 
   c. Pension Costs 

i. Recovery of Actuarially-Determined 2010 Pension 
and OPEB Costs 

Staff notes a technical correction to remove the duplicative portion of the PO‘s 

analysis and conclusion and recommends the following changes to pages 88-89 of the 

PO as indicated below: 

Commission Analysis and Conclusion 

* * * 
 
 ComEd requests approval to include $65,536,000 in actuarially-
determined 2010 pension costs in its revenue requirement.  ComEd Ex. 
6.1, Sched. C-2.2, line 3, column (F).  AG/CUB propose determining the 
actual 2009 amount using an average of 2006-2008 costs and rejecting  
the pro forma adjustment based on the actuarial report issued in March 
2010.  Smith Dir., AG/CUB Ex. 3.0 Corr. at 32.  AG/CUB‘s adjustments 
reduce ComEd‘s pension expense by $37.4 million.  Houtsma Reb., 
ComEd Ex. 29.0 at 34. 
 
 The Commission approves ComEd‘s actuarially determined amount 
relating to its 2010 pension cost in its entirety and rejects the adjustments 
proposed by AG/CUB.  The record shows that ComEd relied on actuarial 
reports in Docket Nos. 07-0566 and 05-0597 that were comparable to the 
March 2010 report and were accepted as providing known and 
measureable verification of ComEd‘s pension and post-retirement benefit 
costs.  No evidence has been presented that the Towers Watson report 
contained any errors. 
 
************************************************************************************ 

    ii. 2005 Pension Funding Cost Recovery 

Staff strongly disagrees with the PO‘s conclusion regarding treatment of the 

regulatory debit associated with ComEd‘s 2005 pension contribution. To clarify, it is not 
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the $803 million pension contribution or the mechanism by which the Company is 

allowed to recover the underlying costs that are an issue in this proceeding. (Staff IB, p. 

48)  Those matters have already been decided by the Commission in Docket No. 05-

0597.  As the Commission is well aware, the Company was denied its request to include 

the $803 million pension contribution in rate base.  Instead, the Commission allowed the 

Company to recover the cost of its contribution through the operating statement as a 

regulatory debit.  The amount of the regulatory debit was calculated pursuant to 

Alternative 3, a hypothetical scenario based on underlying debt issuances.  Docket No. 

05-0597 established the initial cost of the debt service at $25 million and that amount 

was unchallenged in the Company‘s next rate case, Docket No. 07-0566. (Staff Ex. 

18.0, pp. 10-11) 

Staff avers that the cost of debt service would decline as portions of the 

underlying debt mature (as detailed in Alternative 3) and with it, the amount of ComEd‘s 

regulatory debit. (Staff IB, pp. 45-46)  Alternative 3 was based on a combination of 5-, 

10- and 30-year bonds.  Staff‘s proposal is based on the obvious recognition that 100% 

of the underlying bonds will not remain outstanding for a period of 30 years, since some 

of them have maturities of five and ten years. (Staff Ex. 18.0, pp. 10-11)  Staff‘s 

proposal is not based on assumptions outside of Alternative 3, and therefore, 

represents a more reasonable approach to determining the amount of the regulatory 

debit during the test year than does the Company‘s position that the amount of the 

regulatory debit will not diminish due to refunding of the underlying debt. (ComEd Ex. 

55.0 2nd Revised, pp. 13-14) 
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In disregard for the provisions of the Commission‘s Order on Rehearing in 

Docket No. 05-0597, the Company now ignores the fact that a portion of the underlying 

debt detailed in Alternative 3 would mature and result in lower costs going forward.  In 

addition to the application of assumptions of facts not in evidence, the Company further 

attempts to confuse this issue by applying tracking provisions for the pension 

contribution to the underlying cost of debt service. (Staff IB, pp. 46-47)  There is no 

need to overly complicate the straightforward application of Alternative 3 with additional 

interpretations or assumptions, as the Company would do.  Staff‘s proposal simply 

applies Alternative 3 to the test year for purposes of determining the reasonable amount 

of the regulatory debit allowed by the Order on Rehearing in Docket No. 05-0597. 

Staff proposes to modify page 92 of the PO‘s analysis and conclusion, as 

indicated below: 

Commission Analysis and Conclusion 

ComEd requests approval to continue to recover its $25.078 803 
million regulatory debit pension contribution in ComEd‘s operating 
statement rates in the annual amount of $25.5 million that as the 
Commission authorized in Docket No. 05-0597.  Staff contends that the 
$25.5078 million annual cost recovery authorized in Docket No. 05-0597 
should be reduced by $6.329 million to reflect what it believes to be a 
diminished cost value of underlying debt associated with the $803 million 
contribution due to the passage of time. 

Staff‘s adjustment appropriately relies on the hypothetical 
Alternative 3 identified in Docket No. 05-0597 (Order on Rehearing), which 
is the only basis for any amount of cost recovery related to the Company‘s 
discretionary 2005 pension contribution of $803 million.  The Company 
was allowed to recover the cost associated with the $803 million 
contribution, not as a pension asset in rate base, as the Company sought, 
but through a lower cost of debt, as deemed by the Commission to be 
reasonably reflected in Alternative 3. 

ComEd has not presented sufficient evidence to show that this 
regulatory debit pension asset has not diminished as the underlying debt 
matures. , that additional accruals were applied first to the remaining 
pension asset and this has benefited customers by reducing the revenue 
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requirement.  Further, Staff‘s reliance on attempt to use ComEd‘s 
Rehearing Order in 05-0597 to support its position reasonably applies 
misapprehends what the Commission held in that Order.  Therefore, the 
Commission approves Staff‘s disallowance ComEd‘s recovery of 25% of 
ComEd‘s regulatory debit its pension contribution in the amount of $25.5 
6.329 million annually and reduces jects Staff ComEd‘s proposed 
adjustment $25.078 million regulatory debit to the Staff proposed balance 
of $18.749 million. 

 

************************************************************************************ 

   d. Wages and Salaries Pro Forma Adjustment  

   e. Director Fees and Expenses 

Staff takes exception to the PO‘s conclusion that there should be no sharing of 

these costs.  The PO states that because ―there is no evidence here as to the 

percentage of time those directors engage in activities that are solely for the benefit of 

the shareholders … we are reluctant to apply Staff‘s 50% reduction, or any reduction, at 

this time.‖  (PO, p. 94-95)  This conclusion appears to reward the Company for its failure 

to provide any estimate of the amount of time its board devotes to shareholder activities. 

 As Staff witness Pearce noted in her rebuttal testimony (Staff Ex. 18.0, p. 27, 

lines 633-634), the Company itself asserted that the majority of the board‘s time is 

devoted to management of ComEd and some portion is not.  Many of the activities 

engaged in by the board provide benefit to both shareholders and ratepayers.  (Id., lines 

618-624)  The Company did not produce any estimate nor did it define what amount of 

time constitutes a ―majority‖ of time.  Illinois law is clear that if a party fails to produce 

available evidence, then the presumption is that the evidence would have proved 

unfavorable to the party, and the presumption is used against the party.  (Saunders v. 

Illinois Dept. of Public Aid, 556 N.E.2d 736, 740 (1st Dist., 1990)) (emphasis added)  In 

the absence of a more precise estimate that might have been provided by the Company 
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(Staff IB, pp. 50-51), Staff proposed an equal sharing of these costs.  The PO‘s 

conclusion is counter-intuitive given the PO‘s well-reasoned analysis and ComEd‘s own 

admission that ComEd‘s board engages in some amount of activity that solely benefits 

shareholders. 

Accordingly, Staff proposes the following changes to pages 94-95 of the PO to 

modify the PO‘s analysis and conclusion, as indicated below: 

Analysis and Conclusions  

While we do not dispute are persuaded through the accuracy of 
Staff‘s reasoning that ComEd‘s directors engage in many activities that 
solely benefit shareholders, and not ratepayers., Because there Company 
did not provide a more specific is no evidence here as to what percentage 
of time those directors engage in activities that are solely for the benefit of 
its shareholders, we accept Staff‘s argument that an equal sharing of 
these costs is reasonable.  Without that evidence Accordingly, we will are 
reluctant to apply Staff‘s 50% reduction, or any reduction, at this time.  We 
therefore decline to do so.   

 

************************************************************************************ 

 

If the Commission does not accept Staff‘s recommendation of equal sharing of 

these costs, Staff recommends a 75/25 sharing of these costs.  Since ComEd admits 

that a ―majority‖ of the board‘s time is devoted to management of ComEd, a recovery of 

75% of these costs would seem reasonable.  In the alternative, Staff recommends a 

25% reduction of these expenses to be reflected.    

   f. Corporate Aircraft Costs  

   g. Perquisites and Awards  

 Staff takes exception to the PO‘s conclusion to reject Staff‘s adjustment to 

disallow certain perquisites and awards based on the observation that no party cited 

requirements of either the Uniform System of Accounts (―USOA‖) or pertinent law. (PO, 
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p. 97)  The reason there is no citation to the USOA or a reference to a statute is that 

neither specifically addresses the ratemaking treatment of these costs.   The closest 

authoritative source is the Commission‘s own conclusions in rate orders that might 

logically serve as a precedent. Accordingly, Staff evaluated these costs using the 

general ratemaking principles that they be ordinary and necessary to provide delivery 

service, as well as prudence and reasonableness.  Because they are similar in nature to 

incentive compensation costs, perquisites and awards, in Staff‘s view, must meet the 

additional test of providing ratepayer benefit. 

 Staff witness Pearce performed a thorough analysis of the types of costs 

included in perquisites and awards, with a view to those that provide ratepayer benefit 

and those that do not. (Staff Ex. 18.0, pp. 22-24)  As a result, she ultimately disallowed 

that portion of perquisites and awards that relate to stock awards and executive 

perquisites, based on the premise that these are neither necessary for the provision of 

utility service nor do they provide direct ratepayer benefits.  She further proposed to 

allow recovery of retention awards, special recognition performance awards and meter 

reader performance awards designed to improve the accuracy and completeness of 

meter reads, based on the premise that these costs do provide ratepayer benefit. (Staff 

Ex. 18.0, p. 24) 

 For these reasons, Staff maintains its proposed adjustment to reduce test year 

perquisites and awards to the amount reflected in Staff‘s Initial Brief.  Accordingly, Staff 

proposes the following changes to page 97 of the PO to modify the PO‘s analysis and 

conclusion, as indicated below: 
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Analysis and Conclusions  

We note at the outset that no party informed this Commission as to 
what the Uniform System of Accounts, or, pertinent law, may require.  We 
urge all parties to so state in the future.   

However, w We do agree with Staff the AG and CUB on this issue.  
Although T the amount of the perquisites and awards here, during the test 
year, is more than the total amount for the previous three years, there is 
no basis to defer and amortize these costs over multiple years due to lack 
of future benefit .  If we did not amortize these discretionary costs of the 
period of time proffered by the AG/CUB, we create the incentive for 
utilities to ―shove‖ discretionary costs into the test year, in order to make it 
appear that the utility has less funds available than it really has.  Also, 
while some of these awards may benefit consumers, they also undoubted 
benefit shareholders, as they reward improvements in job performance.  
Therefore, the AG/CUB proposals to amortize these expenses over four 
years, and to decrease the amount for perquisites and awards by half, is 
adopted.  We note that ComEd has articulated no facts indicating that 
shareholders do not benefit from these ―perks.‖ 

Finally, the AG/CUB, and Staff proffered slightly different amounts 
to be totally disallowed.  It appears that the AG/CUB Staff witness Mr. 
Smith Ms. Pearce analyzed the different items involved in this issue in a 
very thorough manner.  We therefore, adopt the AG/CUB‘s Staff‘s 
adjustment on the issue of what is entirely disallowed.  In summation, we 
adopt the AG/CUB Staff recommendation in its totality.   

 

************************************************************************************ 

 

   h. Severance Expenses   

The PO rejects Staff‘s proposal to reduce the severance cost-regulatory debit 

associated with the termination of 108 management employees in 2009. (PO, p. 99) 

Staff‘s adjustment is appropriate and should be accepted by the Commission.  The 

Company‘s customers did not fully participate in the benefits of the cost-saving 

initiatives.  The Company terminated employees during the test year and is able to pass 

those savings onto its shareholders through the date at which rates from this 

proceeding go into effect.  The Company‘s proposal to defer amortization of the 
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severance expense results in the customers funding an expense of which $11.6 million 

has previously been recouped by the shareholders.  The benefits from such a cost-

savings initiative, under the Company‘s proposal, flow decidedly in favor of the 

shareholders.   Staff recommends the following changes to page 99 of the PO: 

Commission Analysis and Conclusion 

 ComEd incurred $12.8 million in jurisdictional severance costs in 
the test year, and proposes to amortize that amount over a three-year 
period, including $4.277 million in its revenue requirement.  Staff proposes 
adjustments that would reduce ComEd‘s jurisdictional severance expense 
to about $1.1 million or $370,000 annually, for an annual disallowance of 
$3.867 million.  . AG/CUB seeks to disallow all recovery.   

 The evidence shows that the cost cutting initiatives implemented by 
the Company resulted in annual savings of $6.3 million which flowed 
through to the shareholders.  ComEd‘s ratepayers did not participate in 
the full benefit from these savings. The Company is asking that the 
ratepayers fund these initiatives first through savings passed on to 
shareholders and then through the recovery of a deferred regulatory 
asset.   The Commission holds that it is unreasonable to defer amortizing 
an expense for the benefit of shareholders while at the same time passing 
along the savings associated with that expense to those same 
shareholders. Staff‘s adjustment is improper and must be rejected 
because it would reduce ComEd‘s jurisdictional severance costs on the 
assumption that those costs would be recovered through savings and thus 
create the risk that reasonable and prudent costs would not be recovered 
at all.  Moreover, Mr. Tolsdorf admitted that ―he is not aware of any 
Commission decision in which the Commission reduced the amount of an 
otherwise proper regulatory asset on grounds that the underlying expense 
was being recovered by cost savings.‖  Staff Group Cross Ex. 1 (Staff 
Response to ComEd Data Request ComEd-Staff 12.01 (Public)). 

 AG/CUB‘s alternative proposal must also be rejected.  AG/CUB‘s 
proposed 7.5 year amortization period is inconsistent with its claim that the 
severance costs will be recovered in the two years between the time the 
costs were incurred and the time this rate case is concluded.   

 The Commission approves Staff‘s adjustment ComEd‘s proposal to 
amortize $12.81.1 million in jurisdictional severance costs over a three-
year period, including $4.277 million 377,000 in its revenue requirement. 

 

************************************************************************************ 
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   i. Charitable Contributions 

 The PO rejected those parts of Staff‘s proposed adjustment that would disallow 

contributions made by Exelon that have been allocated to ComEd and contributions that 

represent promotional or goodwill advertising. (PO, pp. 102-103) Staff‘s entire 

adjustment is appropriate and should be accepted by the Commission. ComEd has a 

department which makes decisions about the dollar amount of each charitable 

contribution and to whom donations will be made.  These donations are typically 

accompanied by a request for public recognition of the ComEd corporate logo. ComEd‘s 

customers are asked to pay for these donations.  Exelon also makes contributions to 

organizations of its choosing and asks ComEd‘s customers to pay for an allocated 

portion of these donations.  However, the contributions from Exelon are not made on 

behalf of ComEd or its customers.  The request for recognition is on Exelon‘s corporate 

letterhead and directs the organizations how to display Exelon‘s corporate logo.  Were 

ComEd to pay an outside consultant to perform this function on its behalf, ComEd could 

arguably get recognition for the donation.  That is not the case here.  ComEd‘s 

customers should not be responsible for another entity‘s expenses unrelated to the 

provision of electric distribution service to them. 

 Section 9-227 of the Act allows for the consideration of donations as a 

recoverable expense.  The existence of Section 9-227 suggests to Staff that there was 

doubt on the part of the legislature concerning the legitimacy of these expenses being 

recovered through rates.  As a result a statute was written to give guidance on what 

might be appropriate for recovery.  Section 9-225 of the Act specifically prohibits the 

recovery through rates of promotional or goodwill advertising.  The Section does not say 

that promotional or goodwill advertising is disallowed unless the advertiser is a 



Docket No. 10-0467 
Staff BOE 

 

45 

 

charitable organization.  The Act is very clear on this.  Staff does not take exception with 

the charitable missions of the organizations.  Staff does take exception with the benefits 

derived in the form of goodwill advertising from the Company‘s generosity with 

ratepayer funds.  If the true intent of these contributions, as the Company claims, is the 

furtherance of these charitable missions, then why is there any need for public 

recognition for the donor?  The general welfare would be served just as well if the 

donations were accompanied with a request for anonymity rather than a request for 

recognition.  The Company has made no attempt to evaluate the benefits that it does 

not deny receiving.  These benefits include promotional and goodwill advertising as well 

as certain perks such as backstage passes to theater performances and discounted 

ticket prices for employees.  It is simply unfair to ask ratepayers to fund these benefits in 

the name of charitable donations. When charitable donations are also in the nature of 

promotional and goodwill advertising the requirements of Section 9-225 cannot be 

ignored. Those requirements of Section 9-225 must also be met in order to recover the 

costs through rates.  Staff recommends the following changes to page 102 of the PO: 

Analysis and Conclusion  
 
 We concur with Staff‘s proposal to disallow charitable contributions 
made by ComEd to organizations outside of the Company‘s service 
territory. There is no evidence that these contributions provide any benefit 
to ratepayers in ComEd‘s service territory.  We agree with Staff that it is 
not reasonable to require ComEd ratepayers to bear the cost of such 
contributions.  Accordingly, Staff‘s adjustment is adopted.  

 We, however, decline to also adopt Staff‘s proposed disallowances 
for contributions made by Exelon on behalf of ComEd and contributions 
characterized by Staff as which are effectively promotional and goodwill 
advertising.  With respect to contributions made by Exelon, Tthere is no 
reason we should disallow recovery of donations made by an unregulated 
parent company when such discretionary donations are made 
independently between Exelon and ComEd.  The donations made by 
Exelon are accompanied by a request for recognition which is on Exelon 
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corporate letterhead and directs the organizations how to publicly display 
Exelon‘s corporate logo.  These donations clearly are not made on behalf 
of ComEd‘s customers. to well-established civic and charitable 
organizations that provide a benefit to the public in ComEd‘s service 
territory simply because the donations were made indirectly by Exelon on 
ComEd‘s behalf.  In addition, we find that Section 9-225 of the Act is the 
prevailing section in determining the recoverability of promotional or 
goodwill advertising.  Section 9-225 states in part, 
 

In any general rate increase requested by any gas, electric, 
water, or sewer utility company under the provisions of this 
Act, the Commission shall not consider, for the purpose of 
determining any rate, charge or classification of costs, any 
direct or indirect expenditures for promotional, political, 
institutional or goodwill advertising…(220 ILCS 5/9-225) 
 

conclude that ComEd has established that the contributions that it made 
directly, which Staff views as essentially promotional and goodwill 
advertising were reasonable in amount and prudently incurred in 
furtherance of a legitimate charitable purpose. The fact that ComEd 
received recognition for these donations and provided impute regarding 
the manner in which the recognition was given, namely its corporate 
policies concerning the use of its logo, does not diminish the charitable 
nature of the contributions or make them unrecoverable under Section 9-
227 of the Act.  If we used Staff‘s rationale to review charitable 
contributions, the majority of contributions would be automatically 
disallowed since it is customary for charitable and civic organizations to 
publicly recognize donors in some way.  A blanket exclusion of such 
donations would be a clear violation of Section 9-227 which states in part,   
 

In determining the reasonableness of such donations, the 
Commission may not establish, by rule, a presumption that 
any particular portion of an otherwise reasonable amount 
may not be considered as an operating expense.  The 
Commission shall be prohibited from disallowing by rule, as 
an operating expense, any portion of a reasonable donation 
for public welfare or charitable purposes. (220 ILCS 5/9-
227). 
 

 We find that both categories of contributions are recoverable and 
Staff‘s proposed disallowances are rejected.  
 
 AG/CUB‘s proposal that the cost of ComEd‘s charitable 
contributions should be shared on an equal basis between ratepayers and 
shareholders is also rejected. This approach blatantly violates Section 9-
227 of the Act by indiscriminately disallowing 50% of the contributions 
without analyzing the contributions to determine if they meet the 
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requirements of the Act.  These expenses are by their nature within the 
purview of Section 9-227 and they should be carefully considered in 
accordance with the statute. For these this reasons, AG/CUB‘s sharing 
approach is not adopted. 

************************************************************************************ 

   j. Legal Fees – IRS Dispute  

Technical Correction Regarding Reference to Rate Base Instead of Base Rates 

The PO correctly disallows ComEd‘s legal fees related to non-jurisdictional 

matters.  (PO, p. 104)  However, the PO inadvertently refers to the fees being in rate 

base rather than base rates.  The fees are an expense item and not a rate base item.  

Therefore, Staff recommends the following language change to the first paragraph on 

page 104 of the PO: 

Analysis and Conclusions 

 

…Rather, the issue here is whether these fees should have been included 
in rate base rates in the first place.  The AG/CUB adjustment, which 
Commission Staff agrees to, reducing jurisdictional operations and 
maintenance expenses by $2,187,000, is approved.    

************************************************************************************ 

 

   k. Professional Sporting Activity Expenses  

  4. AMI Pilot Expenses   

The PO rejects Staff‘s proposal to reduce the amount of pro forma AMI Pilot 

expenses that are not known and measurable. (PO, p. 105) Staff‘s adjustment is 

appropriate and should be accepted by the Commission. While Staff is sympathetic to 

ComEd‘s predicament concerning the recovery of AMI Pilot costs in light of the Illinois 

Appellate Court decision, Staff continues to believe that the standard of known and 

measurable is applicable when providing rate case treatment to pro-forma expenses.  
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The costs approved in Docket No. 09-0263 were anticipated to be collected through a 

rider mechanism with an annual reconciliation and review of costs collected through that 

mechanism.  There was no consideration of the known and measurable standard in that 

docket because at the time of approval, the mechanism of cost recovery did not require 

that such a standard be met.  The bridge tariff allowed for those otherwise unallowable 

AMI Pilot costs to be considered in the context of the current rate case and as such, 

should be required to meet rate case standards. Even ComEd acknowledged this 

standard and its applicability when it argued that it is the pro forma adjustment rule that 

makes it possible to include the AMI pilot expenses in this test year. (Tr., pp. 2493- 

2497, January 20, 2011; ICC Staff Cross-Exhibit 16)  It is inconsistent to find that the 

pro forma adjustment rule permits the introduction of an adjustment but then turn 

around and find that the same rule should not be applied in order to evaluate the 

adjustment so introduced.  Staff recommends the following changes to page 106 of the 

PO: 

Analysis and Conclusions 
 

 In docket 09-0263, this Commission approved ComEd‘s AMI pilot 
program.  In so doing, it approved recovery of the costs of that program 
through a Rider.  Subsequently, however, the Illinois Appellate Court 
issued a decision in which it found that recovery of the expenses for this 
program through a rider violated the prohibition against single-issue 
ratemaking.  (Commonwealth Edison Co v. Illinois Commerce Comm., 405 
937 Ill. App. 3d 389, 937 N.E.2d 685, 737-42 (2nd Dist. 2010)).  On March 
10, 2011, the Illinois Supreme Court denied ComEd‘s Petition for Leave to 
Appeal.  While a motion for a stay of this decision has been filed was 
rejected, to date, no stay order has issued.  Therefore, Rider recovery of 
the costs that this Commission approved in docket 09-0263 is no longer a 
viable option.   

 While wWe agree with Mr. Tolsdorf that generally, when a utility 
uses a historical test year, only the known and measurable costs are 
recoverable., this Commission has already approved recovery of these 
costs, after extensive litigation of those costs and other issues, in docket 
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09-0263.  Therefore, the assurances that the known and measurable 
standard provide are in place, through the litigation of docket 09-0263. 
Additionally, the AMI pilot program is for a relatively short duration.  While 
the Bridge Tariff allowed for the consideration of AMI Pilot costs in the 
instant proceeding, it did not allow for an alternative benchmark with which 
to evaluate the known and measurable standard.  We therefore approve 
deny inclusion of the $1.306 million of AMI pilot program costs.  

************************************************************************************ 

  5. New Business Revenue Credit  
  6. Tax Repair Methodology – New IRS Procedures   
  7. Depreciation of Intangible Plant 
  8. Late Repayment Charge Reclassification  
  9. Illinois Electricity Distribution Taxes     

10. Depreciation and Amortization Expenses (Derivative and 
Direct) 

  11. Regulatory Asset Relating to Tax Liability for Medicare Part D  
  12. Taxes Other Than Income Taxes (Derivative Adjustments) 

  13. Income Taxes (Derivative Adjustments) 

 

 The discussion regarding Income Taxes in the PO does not reflect Staff‘s opinion 

regarding errors in Staff Cross Ex. 15, DLH 21.01 Revised as set forth in Staff‘s Reply 

Brief15.  Further, Appendix A to the PO appears to reflect Staff‘s proposed adjustment 

regarding this issue rather than the Company‘s methodology.  Since Staff and the 

Company cooperatively worked through the calculation for the income tax adjustment, it 

is reasonable to believe that the issue is not contested and that the Company will agree 

with Staff‘s methodology rather than its own as presented on Staff Cross Ex. 15, DLH 

21.01Revised.  For these reasons, the discussion of the Income Tax issue should be 

revised as follows on page 112 of the PO: 

Income Taxes (Derivative Adjustments) 

 ComEd states that while the evidentiary hearing in this docket was 
pending, the Illinois state corporate income tax rate changed from 7.3% to 
9.5% and new federal tax provisions were enacted which accelerated the 
tax deductions that are applicable to the 2010 and 2011 pro forma plant 

                                                 
15

 Staff RB pp. 28-29. 
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additions.  (Tr. 2410-11).  Both of these new provisions should be 
incorporated into the revenue calculations.  Because of the derivative 
nature of income taxes, the ultimate impact of these changes will vary, 
depending on the final revenue requirement.  Staff Cross Ex. 15, which is 
DLH 21.01 Revised, reflects the mechanics of making this change and 
provides the impact to Staff‘s rebuttal position.  Id.  The schedules that are 
attached to DLH 21.01 reflect where the tax increase adjustment has been 
made.  (ComEd Initial Brief at 88).  Staff determined that certain errors 
were reflected in Staff Cross Ex. 15, which is DLH 21.01 Revised.  Staff 
indicated that, having worked through the calculations with the Company, 
the impact of the change in the state income tax rate is correct in 
Appendix A attached to Staff‘s Reply Brief. (Staff Reply Brief at 28-29)   
This issue is not contested.   ComEdStaff‘s proposed methodology is 
reasonable and it is hereby approved.   
 
************************************************************************************ 

 

  14. Customer Deposits – Interest Expense Component  
 D. Operating Expenses (Total) 
VI. RATE OF RETURN 
 A. Overview 
 

 B. Capital Structure 
 

The PO‘s finding regarding the measurement period for short-term debt 

represents a 180 degree departure from all prior Commission rulings on the issue.  

Unfortunately, the PO‘s language closely follows that of the Company‘s draft Proposed 

Order.16  The PO wrongly adopts the Company‘s proposal for measuring the short-term 

debt balance, applying the Company‘s rationale that it ―is preferable because it captures 

more of the 2009 test year and aligns with how other components of ComEd‘s capital 

structure were measured.‖  (PO, p. 116)  However, the first portion of that rationale is 

entirely irrelevant and the latter portion is absolutely false.   

                                                 
16

 It even includes the Company‘s misstatement of Staff‘s recommendations for the percentage of long-
term debt in the capital structure and the cost of short-term debt (ComEd Proposed Order at 92-93); the 
Company‘s misplacement of its discussion of the balance of short-term debt under the Cost of Short-term 
Debt heading, rather than including it under the Capital Structure heading, as it should be (ComEd 
Proposed Order at 93); and the Company‘s failure to include any discussion of the cost of short-term 
debt. 
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First, the cost of capital, including the capital structure measurement period, is 

not a test year item.  (83 Ill. Adm. Code 285.115)  Thus, capturing more of the 2009 

―test year‖ capital structure data is meaningless, as there is no ―test year‖ capital 

structure data to capture.  Indeed, if using 2009 data were of such importance, then a 

13-month average over the period ending December 2009 would be the optimal 

measurement period.  Yet not one party, nor the PO, proposes using that period.  In 

fact, the Company‘s selection of a March 2010 measurement date for its long-term 

capital, despite its selection of a 2009 test year, betrays the disingenuousness of 

attempting to associate the appropriate short-term debt measurement period with the 

test year.   

Second, the Company‘s approach in no way better aligns the short-term debt 

measurement period with how the other components of ComEd‘s capital structure were 

measured; to the contrary, it worsens the alignment.  This was fully explained in Staff‘s 

Initial Brief.  In fact, the PO includes much of that language in its summary of Staff‘s 

position: 

The primary issue with regard to the capital structure is whether short-term 
debt should be measured over a thirteen month period ending March 31, 
2010, as the Company recommends, or a thirteen month period centered 
on March 31, 2010, as Staff recommends.  Staff demonstrated that the 
use of a period centered on March 31, 2010 better aligns the 
measurement period for short-term debt with that of the long-term capital 
components.  Under the Company‘s proposal, 78 months are misaligned; 
Staff‘s proposal cuts the number of misaligned months almost in half (42 
months).  (Staff Ex. 20.0, p. 3)  Moreover, not only is the adoption of that 
approach consistent with Commission precedent, but that consistency 
removes the opportunity for parties to manipulate the cost of capital by 
arbitrarily proposing whichever method produces the results they may 
desire.  (Staff Ex. 5.0 pp. 3-4; Staff Ex. 20.0 pp. 2-3)  Indeed, the 
Commission has explicitly acknowledged this potential for bias and found 
consistency to be the solution.   (Order, Docket Nos. 06-0070/06-0071/06-
0072 (Cons.), November 21, 2006, p. 104) 
 

http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=1005428&DocName=83ILADC285.115&FindType=L
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=1005428&DocName=83ILADC285.115&FindType=L
http://www.westlaw.com/Find/Default.wl?rs=dfa1.0&vr=2.0&DB=1005428&DocName=83ILADC285.115&FindType=L
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(PO, p. 115, emphasis added) 
 

 The Commission has adopted Staff's method of calculating short-term debt 

balances in Docket Nos. 99-0534, 01-0696, 03-0676/03-0677 (Cons.), and 06-0070/06-

0071/06-0072 (Cons.).  In fact, Staff is unaware of any case in which the Commission 

has accepted the PO‘s short-term debt measurement approach.  While Staff recognizes 

that Commission decisions are not res judicata, and the Commission is not constrained 

in making a reasoned, supported departure from prior decisions (Mississippi River Fuel 

Corp. v. Illinois Commerce Comm’n, 1 Ill.2d 509, 513 (1953)), the PO provides no 

reasoned basis as to why the Commission should now depart from its numerous prior 

rulings on this very same issue. 

The illogic of the Company‘s argument that the Company‘s proposal somehow 

better aligns the measurement of the various capital components was made clear in 

Staff‘s Reply Brief: 

[T]he Company claims that the ―use of an average balance for the 
consistent 13-month period ending March 31, 2010 is preferred,‖ which 
implies that the 13-month period over which the Company measured 
short-term debt is somehow consistent with the other components of 
ComEd‘s capital structure, while the 13-month period Staff used is not.  
(ComEd IB, p. 92)  That is nonsense.  The Company‘s proposal is a 13-
month average, just as Staff‘s is – both include March 2010 data, but 
neither represents only a March 2010 balance.  The Company‘s attempt to 
associate its 13-month period with March 2010 and Staff‘s 13-month 
period with September 2010, based on their ending dates, does not make 
the Company‘s measurement period more consistent with a March 31, 
2010 measurement date than Staff‘s.  One could just as easily associate 
the Company‘s measurement period with September 2009 and Staff‘s with 
March 2010, based on their midpoints.  In fact, as Staff demonstrated, the 
Company‘s measurement period is actually less ―consistent‖ with the 
measurement date of the other components of ComEd‘s capital structure 
than Staff‘s, since, on average, the Company‘s observations are farther 
removed from March 31, 2010 than those used by Staff.  (Staff IB, pp. 59-
60) 
 
(Staff RB, pp. 49-50) 
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Based on the foregoing, it is clear that the Company‘s proposal should be 

rejected and, consistent with its previous rulings on the issue, the Commission should 

adopt the short-term debt measurement period recommended by Staff.  Thus, the 

appropriate capital structure for ComEd is 0.54% short-term debt, 52.35% long-term 

debt, and 47.11% common equity.  The related replacement language is presented 

below. 

 

 C. Cost of Short-Term Debt 
 

As noted previously, the PO includes no discussion of the cost of short-term debt 

under its Cost of Short-Term Debt heading (i.e., Section V.C.).  Therefore, a brief 

discussion should be added, as noted in the replacement language below. 

 D. Cost of Long-Term Debt 
 

Staff proposes two minor changes for organization and clarification purposes, as 

noted in the replacement language below.   

 

Staff recommends the following language changes for Section V, subpart A 

through Section V, subpart D, starting on page 114 of the PO:  

 V. Rate of Return 
 
  A. Overview 
 

ComEd’s Position 

The following chart summarizes the rate of return recommendations 
of ComEd, Staff, and Intervenor witnesses addressing cost of capital 
issues and showing the individual components on which the overall 
weighted average cost of capital is based. 
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Party Capital Structure Long 
Term 
Debt Cost 

Short 
Term Debt 
Cost 

Return on 
Equity 

Rate of 
Return 

ComEd LTD 52.54% 
STD 0.18%  
Equity 47.28% 

6.52% 0.39% 11.30% 
 

8.98% 

Staff LTD 52.3553% 
STD 0.54%  
Equity 47.11% 

6.52% 0.5439% 10.0% 8.24% 

IIEC LTD 52.56% 
STD 0.11%  
Equity 47.33% 

6.53% 0.73% 9.60% 8.10% 

AG/CUB LTD 52.56%  
STD 0.11%  
Equity 47.33% 

6.53% 0.73% 8.94% 7.79% 

  
 B. Capital Structure 
 

ComEd’s Position 

 ComEd proposes to use its actual capital structure adjusted as in 
past proceedings to remove goodwill.  This is a reasonable capital 
structure, appropriate for ratemaking, and if coupled with an appropriate 
rate of return, will allow ComEd to compete in the capital markets as 
necessary for its operations.  Trpik Dir., ComEd Ex. 4.0 Rev. at 20-21.  
With the exception of a small issue concerning the balance of short-term 
debt discussed in the next section, the witnesses addressing capital 
structure issues agree on the components and percentage weights used 
in ComEd‘s capital structure. 

 C. Cost of Short-Term Debt 
 

ComEd’s Position 

 ComEd argues that tThe Commission should approve ComEd‘s 
proposed short-term debt balance of $15,870,000 which ComEd 
calculated using the thirteen month average balance of short term debt 
ending March 31, 2010.  Fruehe Reb., ComEd Ex. 30.0 at 26.   

 Staff proposes a short-term debt balance of $49,344,124.  McNally 
Dir. Staff Ex. 5.0 at 4.  Staff calculated the short-term debt balance using 
the thirteen month average balance ending September 2010.  Id. at 3.  
ComEd explained that while either calculation method could be used, 
using the end date March 31, 2010 provides a better indication of cost and 
balance of short-term debt over the historical year period because more of 
the 2009 test year is used to calculate the average and it aligns with the 
other components of capital structure, which are also measured as of 
March 31, 2010.  Fruehe Reb., ComEd Ex. 56.0 3rd Rev. at 25.  IIEC and 
AG/CUB also used the March 31, 2010 period in their direct testimony, 
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before Staff proposed using the September 2010 period.  Gorman Dir., 
IIEC Ex. 1.0-C at 12-13; Thomas Dir., AG/CUB Ex. 4.0 Rev. at 37.  The 
Commission should therefore approve ComEd‘s short term debt balance 
amount using the thirteen month period ending March 31, 2010.    

Staff’s Position 

 Staff proposes a short-term debt balance of $49,344,124.  McNally 
Dir. Staff Ex. 5.0 at 4.  Staff calculated the short-term debt balance using 
the thirteen month average balance ending September 2010. 

 As Staff explained, Tthe primary issue with regard to the capital 
structure is whether short-term debt should be measured over a thirteen 
month period ending March 31, 2010, as the Company recommends, or a 
thirteen month period centered on March 31, 2010, as Staff recommends.  
Staff demonstrated that the use of a period centered on March 31, 2010 
better aligns the measurement period for short-term debt with that of the 
long-term capital components.  Under the Company‘s proposal, 78 months 
are misaligned; Staff‘s proposal cuts the number of misaligned months 
almost in half (42 months).  (Staff Ex. 20.0, p. 3)  Moreover, not only is the 
adoption of that approach consistent with Commission precedent, but that 
consistency removes the opportunity for parties to manipulate the cost of 
capital by arbitrarily proposing whichever method produces the results 
they may desire.  (Staff Ex. 5.0, pp. 3-4; Staff Ex. 20.0, pp. 2-3)  Indeed, 
the Commission has explicitly acknowledged this potential for bias and 
found consistency to be the solution.   (Order, Docket Nos. 06-0070/06-
0071/06-0072 (Cons.), November 21, 2006, p. 104) 

 Likewise, in this proceeding the Commission should adopt Staff‘s 
proposal to use a short-term debt measurement period centered on the 
measurement date of the other capital structure components. 

Commission Analysis and Conclusion 

 ComEd proposes a short-term debt balance in the amount of 
$15,870,000.  Fruehe Reb., ComEd Ex. 30.0 at 26.  Staff proposes a short 
term debt balance of $49,344,124.  McNally Dir. Staff Ex. 5.0 at 4.  To 
begin with, we reject the Company‘s argument attempting to link the 
appropriate short-term debt measurement period with the test year, since 
capital structure is not a test year item.  Further,wWe believe 
ComEd‘sStaff‘s calculation method is preferable because it captures more 
of the 2009 test year andbetter aligns with how other components of 
ComEd‘s capital structure were measured, reducing the total misalignment 
to 42 months, as compared to 78 months created by the Company‘s 
proposal.  Further, Staff‘s approach is consistent with prior Commission 
findings.  As we have noted in prior cases, that consistency is important, 
as it helps eliminate the opportunity for parties to manipulate the cost of 
capital by arbitrarily proposing whatever measurement period produces 
the results they may desire.  Therefore, the Commission approves 
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ComEd‘sStaff‘s proposed short term debt balance in the amount of 
$49,344,12415,870,000. 

 C. Cost of Short-Term Debt 
 

 Staff estimated ComEd‘s cost of short-term debt to be 0.39%.  
McNally Dir., Staff Ex. 5.0 at 8-9.  The Company accepted Staff‘s cost of 
short-term debt recommendation.  Fruehe Reb., ComEd Ex. 30.0, pp. 27-
28.  IIEC and AG/CUB do not dispute the estimate that ComEd and Staff 
have concluded is appropriate. 

 Therefore, the Commission adopts a cost of short term debt of 
0.39%. 

 

 D. Cost of Long-Term Debt (Potentially Uncontested) 
 

ComEd’s Position 

 ComEd‘s cost of long-term debt is 6.52%.  That value is based on 
Staff‘s slightly-revised version of ComEd‘s original 6.53% calculation, 
which ComEd accepts.  See McNally Dir., Staff Ex. 5.0 at 9.  IIEC and 
AG/CUB accepted ComEd‘s 6.53% cost of long term debt and do not 
dispute the small adjustment that ComEd and Staff have concluded is 
appropriate.  No contested issues remain. 

 Therefore, the Commission adopts ComEd‘s cost of short term debt 
is 6.52%. 
 
************************************************************************************ 

 
 E. Cost of Common Equity  
 

The PO adopts a cost of common equity of 10.50%, but is unclear how it arrived 

at that result.  Staff infers that the 10.50% result is an imprecise approximation based 

on the average of the midpoint of Dr. Hadaway‘s estimate range (10.6%) and the results 

of Mr. McNally‘s capital asset pricing model (―CAPM‖) after adjustment (―in the range of 

10.50%‖).  (PO, p. 145) 

Unfortunately, the PO‘s findings here, too, represent a 180 degree departure 

from a prior Commission Order – specifically, in ComEd‘s last rate case.  Dr. Hadaway 

presented a nearly identical analysis in that proceeding, which was rejected by the 
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Commission in favor of Staff‘s analysis, which was very similar to that which Staff 

presents in this case.  (Order, ICC Docket No. 07-0566, September 10, 2008, pp. 78-88 

and 97-99)  The table below summarizes the PO‘s reversal of findings in this 

proceeding relative to the Commission‘s findings in ComEd‘s last rate case. 

Issue Order, 07-0566 PO, 10-0467 

Hadaway Constant Growth DCF   

   Average Analyst Growth Rate 6.05%17 5.49%18 

   GDP Growth Forecast 6.5%19 6%20 

   Conclusion / Recommendation Rejected21 Accepted 

Hadaway NCDCF   

   GDP Growth Forecast 6.5% 6% 

   Conclusion / Recommendation Rejected Accepted 

Staff Constant Growth DCF   

   Average Analyst Growth Rate N/A 5.53%22 

   Conclusion / Recommendation N/A Rejected 

Staff NCDCF   

   Average Analyst Growth Rate 7.72%23 5.53% 

   GDP Growth Forecast 4.73%24 5.00%25 

   Conclusion / Recommendation Accepted26 Rejected 

Staff CAPM   

   Risk-free rate, date 4.37%, 2/1/200827
 3.77%, 9/22/2010

28
 

   Conclusion / Recommendation Accepted
29

 Rejected 

 

The PO ignores the multitude of errors in Dr. Hadaway‘s analysis that Staff 

revealed, and accepts the midpoint of his estimate range with no discussion.  In 

contrast, the PO adopts three of the Company‘s criticisms of Mr. McNally‘s cost of 

                                                 
17

 Order, Docket No. 07-0566, September 10, 2008, p. 97. 
18

 ComEd Ex. 37.4. 
19

 Order, Docket No. 07-0566, September 10, 2008, p. 97. 
20

 ComEd Ex. 37.4. 
21

 Order, Docket No. 07-0566, September 10, 2008, p. 97. 
22

 Staff Ex. 5.0, pp. 14-16. 
23

 Order, Docket No. 07-0566, September 10, 2008, pp. 80-81. 
24

 Order, Docket No. 07-0566, September 10, 2008, p. 81. 
25

 Staff Ex. 5.0, pp. 14-16. 
26

 Order, Docket No. 07-0566, September 10, 2008, p. 99. 
27

 Order, Docket No. 07-0566, September 10, 2008, p. 82. 
28

 Staff Ex. 5.0, Schedule 5.10. 
29

 Order, Docket No. 07-0566, September 10, 2008, p. 99. 
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common equity analysis; accordingly, it appears but is not certain that the PO rejects 

both Mr. McNally‘s constant growth discounted cash flow (―DCF‖) and non-constant 

growth discounted cash flow (―NCDCF‖) analyses and modifies his CAPM analysis, 

based on a Company proposal.  The PO appears to have rejected Staff‘s DCF analyses 

on the basis of two Company objections: (1) Staff‘s inclusion of New Jersey Resources 

and South Jersey Industries in its Comparable Sample and (2) Staff‘s use of a 5.0% 

GDP growth estimate as the long-term growth rate in the NCDCF.  (PO, pp. 144-145)  

Neither of those objections is valid. 

To begin with, New Jersey Resources and South Jersey Industries are, in fact, 

very similar in risk to ComEd and are clearly appropriate for, and absolutely should be 

included in, Staff‘s Comparable Sample.  This was thoroughly explained in Staff‘s Initial 

Brief, as follows: 

Company witness Hadaway suggests that New Jersey Resources and 
South Jersey Industries should be removed from the Comparable Sample 
from which Mr. McNally‘s estimated ComEd‘s cost of common equity, 
noting that ―New Jersey Resources and South Jersey Industries are 
relatively tiny gas distribution companies that receive a major portion of 
their revenues from non-regulated activities.‖  Thus, he concludes, ―Mr. 
McNally's statistical analysis notwithstanding, these companies cannot be 
viewed by investors to be at all comparable to ComEd.‖  (ComEd Ex. 37.0, 
pp. 13-14)  Dr. Hadaway‘s argument is based on flawed analysis and 
should be rejected.  Dr. Hadaway‘s hyperbolic conclusion asks the 
Commission to discard Staff‘s rigorous, comprehensive quantitative and 
qualitative analyses demonstrating the similarity in risk of those two 
companies with ComEd and, instead, remove those companies on the 
basis of one factor, size, which is unrelated to risk, and another factor, 
percent of revenues from regulated activities, which is only loosely related 
to risk.  As Mr. McNally explained, risk is the critical factor in selecting 
sample companies, since the required rate of return is a function of risk.30  
Yet, neither their size nor their percent of revenues from regulated 
activities indicates that New Jersey Resources or South Jersey Industries 
is not comparable to ComEd in terms of risk.  First, there is no theoretical 

                                                 
30

 Both the Company and Staff agree on this.  In fact, Dr. Hadaway presented 5 pages of testimony 
detailing the ―risk-return tradeoff.‖  (Staff Ex. 5.0, pp. 10 and 22; ComEd Ex. 11.0, pp. 5-10) 
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or empirical basis for the suggestion that a utility‘s size and its risk are 
correlated.  (Staff Ex. 20.0, p. 5)  The Company presented no evidence to 
support its implication that there is.  In fact, the Company‘s defense of its 
position rests entirely on Dr. Hadaway‘s unfounded assertion that ―most 
practitioners,‖ whom he does not bother to even describe31 much less 
identify, are ―amazed‖ when commissions reject that proposal, (ComEd 
Ex. 62.0, p. 2) which is precisely what this Commission has done 
numerous times.  (see, for example, Amended Order, Docket No. 97-
0351, June 17, 1998, p. 39; Order, Docket No. 03-0403, April 13, 2004, p. 
43;  Order, Docket No. 07-0507, July 30, 2008, pp. 91-92; Order, Docket 
Nos. 09-0166/0167 (Cons.), January 21, 2010, pp. 96-129; Order, Docket 
No. 09-0319, April 13, 2010, p. 113)  Without any foundation for such a 
claim, size simply cannot be considered as an indicator of risk. 

Second, percentage of revenues from regulated operations is merely a 
crude proxy for operating risk and does not preclude one company from 
being similar in risk to another.  The percentage of revenues from 
regulated operations does not measure operating risk directly; it does not 
even consider financial risk; and it in no way establishes that companies 
that do not meet that criterion are not similar in risk to the target utility.  
Thus, the regulated revenues criterion merely provides limited support for 
the inclusion in a proxy sample of the companies that meet that criterion; it 
does not invalidate the use of all other companies, as Dr. Hadaway‘s 
argument implies.  The use of that criterion is based on the premise that 
companies operating in the same industry will generally have similar levels 
of operating risk.  However, the percentage of revenues from regulated 
operations is a poor proxy for operating risk32 and can be a misleading 
indicator of a company‘s primary line of business (i.e., industry), as Mr. 
McNally demonstrated.  A company‘s primary line of business is better 
determined by where its capital is primarily invested or the primary source 
of its income than by which segment produces the highest revenues.  On 
that basis, it is clear that the primary line of business for both New Jersey 
Resources and South Jersey Industries is regulated utility operations.  
Specifically, utility operations account for 64% of New Jersey Resources‘s 
operating income, 60% of its net income, 75% of its assets, and 96% of its 
capital expenditures; similarly, utility operations account for 76% of South 
Jersey Industries‘s operating income, 68% of its net income, 76% of its 

                                                 
31

 That is, Dr. Hadaway does not describe what these unnamed people practice.   
32

 Electric and natural gas utility revenues are a function of electricity and natural gas prices, which are 
subject to volatility.  Because most utilities can pass through commodity expense at cost to their 
customers, the proportion of revenues from regulated operations can change significantly for any given 
company without changing its proportion of operating income from regulated operations.  Indeed, a 
dramatic change in the proportion of revenues from regulated operations can be seen in one of Dr. 
Hadaway‘s own sample companies.  Despite having 73.1% regulated revenues at the time of Dr. 
Hadaway‘s initial analysis, SCANA Corp. no longer met his minimum 70% regulated revenue sample 
selection criterion by the time of his of surrebuttal update, having fallen all the way down to 61%.  
(ComEd Ex. 11.1; ComEd Ex. 62.1) 



Docket No. 10-0467 
Staff BOE 

 

60 

 

assets, and 91% of its property additions.  Moreover, S&P explicitly 
identifies regulated subsidiary New Jersey Natural Gas as ―the principal 
subsidiary‖ of New Jersey Resources, while South Jersey Industries 
unambiguously states, ―South Jersey Gas, our regulated utility, continues 
as SJI‘s primary business line and net income source.‖  (Staff Ex. 20.0, 
pp. 5-7)  Thus, even if the industry in which a company operates 
represented more than just a crude proxy for operating risk, which it does 
not, clearly both New Jersey Resources‘s and South Jersey Industries‘s 
primary line of business is the regulated utility industry. 

In addition, it is inappropriate to ―cherry-pick‖ companies for removal from 
a sample without consideration of the overall risk of the sample, as Dr. 
Hadaway proposes.  To do so undermines the purpose of using a sample 
and invites gamesmanship, as it is not difficult for any party to rationalize 
the removal of a company whose inclusion in a sample contributes toward 
an outcome less favorable to that party.  For any sample, some 
companies will be slightly lower in risk, while others will be slightly higher 
in risk, which produces a range of ROEs for the sample.  Removing only 
the highest or the lowest risk companies, without consideration of the 
effect on the overall sample risk, would skew the risk of the sample and 
bias the resulting ROE average.  For example, in contrast to New Jersey 
Resources and South Jersey Industries, Southern Union Company is 
higher in risk than ComEd based on its credit rating, equity ratio, and 
factor scores.  Correspondingly, its removal would decrease the 
Comparable Sample‘s cost of common equity by 19 basis points.  If Dr. 
Hadaway were consistent in his analysis, and not simply cherry picking 
companies to raise the Company‘s ROE, he would have also removed 
Southern Union Company; he did not.  Nonetheless, like New Jersey 
Resources and South Jersey Industries, Southern Union Company should 
not be removed from the Comparable Sample on the basis of its individual 
risk without consideration of the effect on the overall risk of the sample.  
(Staff Ex. 20.0, pp. 7-8)  Dr. Hadaway presented no evidence to suggest 
that the removal of New Jersey Resources and South Jersey Industries 
would make the Comparable Sample more similar in risk to ComEd. 

In fact, a direct comparison of the comprehensive risks of the Comparable 
Sample companies to that of ComEd, via an analysis of their financial and 
operating ratios, indicates that that sample, including both New Jersey 
Resources and South Jersey Industries, is quite comparable in risk to 
ComEd.  Moreover, of the 12 companies in the Comparable Sample, 
including seven Dr. Hadaway also included in his sample, New Jersey 
Resources and South Jersey Industries were the first and third most 
similar in risk to ComEd,33 based on their financial and operating ratios, 
which reflect the utility and non-utility businesses in which they engage.  
Thus, removing those companies would not improve that sample as a 

                                                 
33

 Southern Union Company was seventh.  (Staff Ex. 5.0, Schedule 5.4.) 
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proxy for ComEd, but impair it.  This is confirmed by the average factor 
scores for the Comparable Sample, each of which is farther from ComEd‘s 
corresponding score when New Jersey Resources and South Jersey 
Industries are removed.  Likewise, the average Standard & Poor's 
business profile of the sample becomes less like that of ComEd when 
those companies are removed.  (Staff Ex. 20.0, p. 8) 

Finally, Dr. Hadaway‘s arguments for removing New Jersey Resources 
and South Jersey Industries are disingenuous in a number of other ways.  
To begin with, despite citing size as a sufficiently critical factor to warrant 
the removal of those companies from Staff‘s sample, Dr. Hadaway did not 
use size as one of his own sample selection criteria nor even include it 
among the ‖fundamental characteristics‖ he presented for his sample 
companies.  (emphasis added, ComEd Ex. 11.0, pp. 2-3; ComEd Ex. 
11.1)  In fact, 14 of his 35 sample companies are smaller than New Jersey 
Resources, and 2 are smaller than South Jersey Industries, in terms of 
operating revenues.  In addition, despite criticizing Mr. McNally‘s sample 
on the basis of regulated revenues, two of Dr. Hadaway‘s sample 
companies no longer meet the 70% minimum acceptable level of 
regulated revenues he set himself, which demonstrates that he applies 
that criterion capriciously. 

 (Staff IB, pp. 69-74, emphases added) 

Also, the concerns the PO shares with ComEd regarding Staff‘s use of a 5.0% 

GDP growth estimate as the long-term growth rate in Staff‘s NCDCF are unwarranted.  

Moreover, its alternative use of a 6% growth rate is inappropriate.  In fact, the 

Company‘s entire argument in favor of its 6% growth rate and against Staff‘s 5.0% 

growth rate rests on an illogical argument backed solely with claims that are not only 

unsubstantiated, but is contrary to all other record evidence.  As Staff‘s Initial Brief 

explained: 

Dr. Hadaway claims that the 5.0% growth rate Mr. McNally used for the 
terminal stage of his non-constant DCF should be rejected solely because 
it is ―inconsistent with actual historical growth for the U.S. economy.‖  
Instead, he argues that the 6.0% he used ―is a more reasonable proxy for 
investors' long-term expectations.‖  (ComEd Ex. 37.0, p. 15)  Staff strongly 
disagrees.  Dr. Hadaway‘s argument illogically assumes the conclusion 
that his 6.0% GDP growth rate is preferable to Mr. McNally‘s 5.0% 
estimate because the basis for the 5.0% estimate is inconsistent with the 
data that form the basis of his 6.0% estimate.  That is, he assumes that 
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his 6.0% growth rate estimate is appropriate and, therefore, any estimate 
inconsistent with his estimate is inappropriate.  In fact, Dr. Hadaway‘s 
entire argument rests on the unsupported assumption that his 6.0% 
historical growth calculation better reflects investor expectations for future 
growth than an estimate based on independent economists‘ forecasts of 
growth and actual market data in which investors‘ expectations of inflation 
are embedded. 

The use of historic data to estimate expectations of the future is highly 
problematic.  To begin with, there is no ―correct‖ set of historic data to use 
to reflect investors‘ current expectations.  Dr. Hadaway chose the 1950-
2009 period, but the selection of that time period is entirely arbitrary.34  Dr. 
Hadaway failed to demonstrate that investors set their long-term 
expectations of future growth on growth achieved over the past 60 years, 
much less, in the specific manner he did.  Further, Dr. Hadaway provided 
no evidence to demonstrate that the companies in either his or Mr. 
McNally‘s sample can sustain a 6% growth rate.35 

In contrast, Dr. Hadaway admits that Mr. McNally‘s growth rate ―is 
consistent with, and relative to some forecasts even higher than, current 
government and professional forecasts.‖ (ComEd Ex. 37.0, p. 15)  
Moreover, even using historical data, one would have to go back more 
than 20 years to calculate an average growth rate that exceeds Staff‘s 
estimate; indeed, historical data shows that the average GDP has fallen in 
a remarkably consistent pattern since the mid 1960s.  (ComEd Ex. 11.3)  
Finally, unlike the Company, Staff provided evidence to demonstrate that 
the 3-5 year analyst growth rates for the companies in both parties‘ 
samples, which average approximately 5.5%, are unsustainably high.  
Consequently, the long-term growth rate must be lower (like Mr. McNally‘s 
5.0% estimate); to adopt a higher estimate for long-term growth (like Dr. 
Hadaway‘s 6.0%), would only exacerbate the problem of unsustainability 
from which the 3-5 year analyst growth rates suffer. 

Thus, to accept Dr. Hadaway‘s arguments, one must ignore the clear 
historical pattern of falling GDP growth over the last 40-45 years, all 
forward-looking data from independent economists and investors 
themselves, and all evidence presented regarding the sustainability of 
growth for the utilities in the parties‘ samples and, instead, blindly accept 
that investors either set their expectations from, or in the same convoluted 

                                                 
34

 Clearly, Dr. Hadaway chose a different historical period for his analysis for Docket No. 07-0566 since 
(1) 2007-2009 historical growth rates would not have been available for a 2007 case, and (2) his average 
of historical averages was 6.5% in Docket 07-0566, not 6%.  Thus, in the short span of three years, Dr. 
Hadaway‘s estimate of the economy‘s future long-term growth rate declined 0.5 percentage points. 
35

 In Docket No. 07-0566, the Commission concluded that 5% was a reasonable estimate of the long-term 
growth rate for the economy, and that 6% was too high a growth estimate for utilities.  (Order, Docket No. 
07-0566, September 10, 1998, p. 97) 
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manner as, Dr. Hadaway‘s GDP growth rate estimate in this proceeding.  
Clearly, the Commission should not accept that argument. 

(Staff IB, pp. 74-76, emphases added) 

In addition to current forecasts and recent historical data that all suggest the 

companies in the parties‘ samples cannot be expected to sustain growth above 5.0%, 

Staff also independently tested the sustainability of the analyst growth rates for those 

companies using current and forecasted data from the Value Line Investors Survey, 

which Dr. Hadaway, himself, relied upon and described as a ―reputable source.‖  (Staff 

Ex. 5.0, pp. 15-16 and 45-47; ComEd Ex. 11.0, p. 2)  This analysis was performed in 

response to the Commission‘s conclusion in Docket Nos. 09-0166/09-0167 (Cons.) that 

a non-constant growth DCF analysis must be supported by evidence of the 

unsustainability of the analyst growth rates.  (Order, Docket Nos. 09-0166/09-0167 

(Cons.), January 21, 2010, p. 128)  In contrast to Staff, Dr. Hadaway presented no 

analysis whatsoever of the sustainability of the analyst growth rates in his constant 

growth DCF analysis.  Unfortunately, the PO suggests that this latter method Staff used 

to test the ability of the sample companies to sustain a growth rate above 5.0% is 

improper and unpersuasive.  Like the Company, the PO mischaracterizes that test as a 

―b times r‖ growth model, and notes that the ―b times r‖ approach has been rejected the 

Commission in prior cases.  (PO, pp. 144-145)  However, the Commission‘s previous 

decisions do not support the rejection of Staff‘s analysis in this proceeding.   

First, the approach rejected by the Commission in prior cases is not the same 

approach Staff used in this proceeding.  Staff‘s analysis in this case did not use the ―b 

times r‖ growth rate, which was previously rejected; rather, Staff used the ―br + sv‖ 
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approach to estimate growth.  Use of the ―br + sv‖ approach specifically addresses the 

Commission‘s criticism that the ―b times r‖ approach fails to consider external growth. 

Second, the Commission did not reject the use of such growth rates as they were 

applied by Staff in this proceeding.  Unlike the previous cases where the ―b times r‖ 

growth rate was rejected, Staff did not use that approach to directly estimate the cost of 

common equity.  Rather, Staff used that as an independent test of the sustainability of 

the analyst growth rates both Mr. McNally and Dr. Hadaway employed.  In fact, Staff 

presented a similar argument for that type of application in ComEd‘s last rate case.  Far 

from rejecting Staff‘s application, the Commission rejected the Company‘s overstated 

growth rates.  (Order, Docket No. 07-0566, September 10, 2008, p. 97)  While a ―br + 

sv‖ growth rate analysis might not produce implied ROEs precisely in line with the cost 

of common equity recommendations in this proceeding, it can be expected to produce 

implied ROEs that are generally consistent with those recommendations if the growth 

rates embedded in the recommendations are sustainable.  (Staff Ex. 20.0, pp. 11-12)  

However, given the Value Line retention rates, the return on new investment for the 

companies in Dr. Hadaway‘s Utility Sample would have to average 18.35%, in order to 

sustain the 5.59% growth he used.  That is approximately 65% higher than Dr. 

Hadaway‘s 11.1% original cost of common equity recommendation.  (Staff Ex. 5.0, p. 

46)  While it can be debated whether the rate of return on new investment for a 

particular utility should be, for example, 10% or 11%, the 18.35% rate of return required 

to sustain 5.59% growth is clearly beyond any range of reasonableness.  Thus, that 

analysis demonstrates that the sustainable growth for Dr. Hadaway‗s Utility Sample is 

certainly below 5.59%, let alone 6%.  Indeed, that analysis, like the current forecasts 
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and recent historical data, strongly supports Staff‘s recommendation of a 5.0% 

sustainable growth rate. 

Finally, the PO rejected the unadulterated use of Staff‘s CAPM estimate on the 

basis of yet another Company objection, namely, that Staff‘s CAPM proposal represents 

the cost of common equity as of a ―spot date.‖36  Instead, the PO incorporates the 

4.44% December 29, 2010 yield on 30-year U.S. Treasury bonds into Staff‘s CAPM 

analysis by adding one-half of the difference between that yield and the 3.77% 

September 22, 2010 yield that Staff utilized, or 33.5 basis points (4.44% + 3.77% = 

0.67%, 0.67% ’ 2 = 0.335%), to Staff‘s 10.32% CAPM proposal (0.335% + 10.32% ≈ 

10.66%).  (PO, pp. 144-145)  That objection, too, is invalid, and the PO‘s alternative 

proposal is indisputably incorrect. 

The PO‘s alternative proposal is, in effect, an average of Staff‘s September 22, 

2010 CAPM estimate (10.32%) and a spurious, and mathematically incorrect, ―CAPM‖ 

estimate (10.99%) the Company developed by inappropriately mixing data from 

September 22, 2010 with a December 29, 2010 risk-free rate estimate.  The obvious 

flaws in adopting the Company‘s invalid arguments were detailed in Staff‘s Reply Brief: 

The Company laments that Mr. McNally‘s choice of a September 22, 2010 
spot date for his CAPM calculation was ―particularly and extraordinarily 
unfair.‖  Instead, the Company suggests that if the December 29, 2010 30-
year U.S. Treasury rate were substituted into Staff‘s CAPM, the result 
would be higher.  (ComEd IB, p. 97)  The Company‘s distortion of Staff‘s 
CAPM analysis is inappropriate for several reasons. 

First, as explained earlier, mixing and matching data from different time 
periods is a corruption of the CAPM that produces a meaningless 
amalgam of data.  Indeed, when Mr. McNally pointed out that the other 
CAPM inputs, aside from that U.S. Treasury rate, may have changed as 
well, the Company‘s attorney agreed and clarified that ―I agree, and I am 

                                                 
36

 Inconsistently, the Company‘s use of spot stock prices for its DCF analyses posed no concerns to the 
PO.  (ComEd Ex. 37.4) 
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not asking you about a complete CAPM analysis done on any other date.‖  
(Tr., January 18, 2011, pp. 1878-1879)  Changing a single input in the 
CAPM outside of context of the rest of the inputs is nothing more than an 
abstract exercise that serves no practical purpose.  In fact, accepting such 
an argument would only encourage parties to manipulate cost of common 
equity results by presenting similar such ―analyses‖ based purely on 
hypothetical speculation.  For example, one could just as accurately argue 
that if the August 31, 2010 U.S. Treasury rate of 3.52% were utilized, the 
CAPM result would be lower.  (ComEd Cross Ex. 20)  If, for comparison‘s 
sake, a party wishes to provide a second analysis from a different date, 
that party must perform a complete analysis, rather than just subjectively 
selecting individual inputs to modify. 

Second, the Company‘s argument suggests that September 22, 2010 was 
in some way anomalous.  However, Mr. McNally testified that September 
22, 2010 was a normal day (Tr., January 18, 2011, pp. 1876-1877); the 
Company offers no evidence to suggest otherwise.  Aside from the fact 
that the U.S. Treasury rates were more favorable to the Company on 
December 29, 2010, the Company provided no explanation, much less 
any evidence, as to why that date would be preferable for calculating 
ComEd‘s cost of common equity.[fn 20] Moreover, the Company provides 
no analysis of the other inputs to the CAPM as of December 29, 2010, 
changes in which may have more than offset any increase in the 30-year 
U.S. Treasury rate.  Without such an examination, the Company cannot 
decry the normalcy of Staff‘s CAPM results or speculate whether they 
would have been higher or lower if performed on any other date. 

Finally, although the Company‘s argument suggests that the Company is 
extremely concerned about changes in capital costs from September 2010 
to December 2010, its counsel adamantly objected when Staff offered to 
provide an appropriate, complete update of its CAPM analysis.  (Tr., 
January 18, 2011, pp. 1877, 1879, and 1882-1883)  It would appear that 
the Company is more interested in deriving a misleading, improper cost of 
common equity result than obtaining a legitimate cost of common equity 
estimate from a different day.  This exposes the Company‘s argument as 
the disingenuous pretense that it is. 

 (Staff RB, pp. 52-54, emphases in original and added) 

Moreover, the PO‘s rejection of the exclusive use of Staff‘s CAPM result is based 

on the Company argument that the Commission has recently rejected the use of spot 

data.  That argument is misleading, as further explained in Staff‘s Reply Brief:  

[T]he Company claims that ―The Commission has recently rejected use of 
such a pure ‗spot date‘ approach in its North Shore decision,‖ citing a 
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witness‘s on-the-spot recollection of an Order issued a year earlier.  
(ComEd IB, p. 96)  That citation does not support the Company‘s 
suggestion that the Commission rejected spot data, only that the 
Commission ―cautioned that in setting ROE, we should be aware of the 
conditions or financial climate, not just on the spot day, but in the 
surrounding days and times.‖  In fact, the Commission adopted the use of 
spot data at least three times in the North Shore case, including a capital 
asset pricing model (―CAPM‖) analysis and a discounted cash flow 
(―DCF‖) analysis used to determine the cost of common equity. (Order, 
Docket No. 09-0166/0167 (Cons.), January 21, 2010, pp. 126-127) 

(Staff RB, p. 45) 

 In addition, while the Company seeks to emphasize that the Commission 

rejected spot data in the 2007 North Shore case, the Company inexplicably neglects to 

mention the most crucial language, which explains that decision: 

We note that the Commission has traditionally relied upon a single day‘s 
data in applying the DCF analysis, and we are very reluctant to deviate 
from Commission ratemaking practice. However, the whole point of 
conducting such analyses is to develop a proxy for the appropriate ROE. 
When it can be shown that the proxy itself strays from a zone of 
reasonableness to the degree where it offers an unreliable estimate of the 
appropriate ROE, as the Utilities have demonstrated with Staff‗s DCF 
analysis in this case, deviation from accepted practice may be warranted. 
We encourage parties to continue to provide reliable DCF analyses for the 
Commission‗s ROE deliberations. 

 (Order, Docket Nos. 07-0241/07-0242 (Cons.), February 5, 2008, p. 92)   

 It should be noted that the Commission accepted Staff‘s CAPM in that 

proceeding, which was based on a risk-free rate estimate from a single day.  (Order, 

Docket Nos. 07-0241/07-0242 (Cons.), February 5, 2008, pp. 79-80 and 100)  Based on 

the Commission‘s language, it would seem the Commission is not really averse to using 

spot data at all; to the contrary, it appears reluctant to deviate from the practice of using 

spot data.  Moreover, the standard established in that order for deviating from that 

Commission ratemaking practice – ―when it can be shown that the proxy itself strays 
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from a zone of reasonableness to the degree where it offers an unreliable estimate of 

the appropriate ROE‖ – has not been met in this proceeding. 

Nevertheless, even if one felt data from September 22, 2010 was somehow 

abnormal, despite the lack of any evidence even suggesting as much, the appropriate 

solution is not to mix-and-match data from different time periods, but to perform a 

complete CAPM analysis on another date.  As Mr. McNally explained, substituting a 

yield from December 29, 2010, as the Company suggests, into a September 22, 2010 

CAPM does not create a new CAPM cost of common equity, but a meaningless 

amalgam of data from different time periods.  (Tr., January 18, 2011, pp. 1878-1879)  In 

fact, the Company attorney performing Mr. McNally‘s cross examination acknowledged 

as much, saying ―I‘m not representing to [sic] that this is a complete CAPM.‖  (Id.)  As 

noted above, Staff had prepared an appropriate, complete update of its CAPM analysis, 

but was not allowed to enter it into the record.  (Tr., January 18, 2011, pp. 1882-83)  

Moreover, there appears to be nothing particularly compelling about using a Treasury 

yield from December 29, 2010, aside from the fact that it would provide the Company 

with a higher return.  Indeed, the Company‘s proposal to use data from a date after Staff 

had already submitted its rebuttal testimony amounts to an untimely and inappropriate 

update.  Indeed, if the Company had proposed such an update in its surrebuttal 

testimony, it would likely have been properly stricken.  The Commission should not 

tolerate such attempts to manipulate the cost of capital. 

In addition to the foregoing flaws in the PO‘s ―CAPM‖ proposal, the PO‘s 

adoption of Company arguments caused it to include a mathematical error in the PO 

that the Commission should not accept in its Final Order.  This error was explicitly 

detailed in Staff‘s Reply Brief: 
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Even if it were acceptable to combine data from different dates, the 
Company‘s implication is mathematically incorrect, since the 67 basis 
point difference in yields cannot simply be added, one-for-one, to Staffs‘ 
CAPM result.  As Mr. McNally explained, the risk-free rate that those 
yields represent is input into the CAPM twice, as shown below: 

 Rj = Rf + j (Rm Rf) 

Where Rj the required rate of return for security j; 

 Rf the risk-free rate; 

 Rm the expected rate of return for the market portfolio; and 

j the measure of market risk for security j. 
 

(Staff Ex. 5.0, p. 22; Tr., January 18, 2011, pp. 1874-1875)  While such a 
change would increase the first component by 67 basis points, it would 

decrease the second component (i.e., j (Rm Rf)) by 49 basis points, 
given Staff‘s beta estimate of 0.73.  Thus, a 67 basis point increase in the 
risk-free rate would result in only an 18 basis point increase in the CAPM 
cost of common equity. 

(Staff RB, pp. 52-54) 

However, as noted in Staff‘s Reply Brief, Staff cannot stress strongly enough to the 

Commission that the resulting estimate, while mathematically correct, is not a valid 

estimate of the cost of common equity given that its components, (i.e., the risk free rate, 

beta and the required rate of return on the market) are measured at different points of 

time. 

 

Accordingly, Staff recommends the following changes to the Commission 

Analysis and Conclusion portion starting at page 144 of the PO: 

Commission Analysis and Conclusion 

 ComEd, Staff, AG/CUB, and the IIEC have presented evidence 
supporting four different values for the cost of common equity.  ComEd 
requests that the Commission approve its proposed total cost of common 
equity of 11.30%. ComEd Init. Br. at 89.  This includes a 40 basis-point 
cost of equity adder adjustment to ComEd‘s base cost of equity.  Tierney 
Dir., ComEd Ex. 13.0 at 3.  Staff proposes a return on equity of 10.0 % 
(McNally Dir., Staff Ex. 5.0 at 33), IIEC proposes an estimate resulting in a 
9.6% return on equity (Gorman Dir., IIEC Ex. 1.0 at 38) and AG/CUB 
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proposes a return on equity of 8.94% (Thomas Dir., AG/CUB Ex. 4.0 Rev. 
at 37) with the possibility of an adjustment if SFV rate design is adopted 
(iId. at 14-15). 

 ComEd‘s proposed base cost of equity is derived from the 
assessments performed by ComEd witnesses Dr. Hadaway and DMr. 
Seligson.  Dr. Hadaway estimated ComEd‘s cost of equity using three 
basic discounted cash flow (―DCF‖) models and DMr. Seligson used a risk 
premium and a comparable earnings approach to determine the cost of 
common equity. 

 Staff, AG/CUB and IIEC experts presented their own estimates of 
ComEd‘s required return on equity.  These experts used variations of DCF 
and CAPM analyses.  Staff‘s expert Michael McNally presented two 
versions of the DCF model: constant growth and multi-stage growth 
studies.  AG/CUB expert Christopher Thomas presented constant growth 
and multi-stage growth DCF models that used historical and projected 
internal growth rates.   

 ComEd‘s witness Dr. Seligson used a risk premium and a 
comparable earnings approach to determine the cost of common 
equity.The Commission finds that DMr. Seligson‘s quantification of 
ComEd‘s estimated ROE is flawed analysis.  His numbers are inflated and 
even the Company is not recommending his final ROE.   The only support 
DMr. Seligson supplied for the suggestion that the Commission should 
deviate from its consistent policy of rejecting the Comparable earnings 
approach is a survey of commissions conducted more than a decade ago, 
wherein only one-quarter of the one-half of commissions that responded 
used a comparable earnings approach, in some unspecified manner in 
their estimate of the cost of equity. Therefore, the Commission rejects the 
risk premium and comparable earnings ROE sponsored by DMr. Seligson. 

 Likewise, the Commission finds that Dr. Hadaway‘s quantification of 
ComEd‘s estimated ROE is also flawed.  Staff and Intervenors, IIEC and 
CUB, point out several problems with his analysis. Staff notes that the 
near-term, company-specific growth rates for the utility company sample 
Dr. Hadaway used in his DCF analyses averaged 5.59% while he applied 
a long-term growth rate of 6% for slow growth utility companies.  In 
contrast, professional forecasting services indicate that overall economic 
growth will be no higher than 5%. 

 We cannot ignore the clear historical pattern of falling GDP growth 
over the last 40-45 years, forward-looking data from independent 
economists and investors themselves, and other evidence presented 
regarding the sustainability of growth for the utilities in the parties‘ samples 
and, instead, simply accept the notion that investors set their expectations 
in the same idiosyncratic manner as Dr. Hadaway presented in this 
proceeding.  Therefore, based on a review of all the evidence, we find that 
overall economy can be reasonably expected to grow at 5%, which we 
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find to be an appropriate estimate of the long-term sustainable growth rate 
for the utility companies in the parties‘ samples.   

 We agree with Staff and Intervenors that Dr. Hadaway‗s conclusion, 
based on the assumption that utility investors expect a sustainable utility 
growth rate approximately 12% greater than the economy as a whole 
(5.59% compared to 5%), is unlikely.  Further, we find that Dr. Hadaway‘s 
use of a still higher (6%) long-term growth rate in two of his models only 
exacerbates that problem.  Those findings are further supported by Staff‘s 
analysis that indicates that the returns necessary to sustain such growth 
rates, given those companies‘ respective earnings retention rates, are 
clearly beyond any range of reasonableness.  Likewise, Mr. McNally‘s 
corresponding analysis of the near-term, company-specific growth rates 
for utility companies in his own sample show the sustainability of those 
growth rates to be questionable.  This supports Mr. McNally‘s decision to 
employ both a constant growth DCF model and a non-constant growth 
DCF model in his analysis. 

 Based on those findings, we reject Dr. Hadaway‘s analysis and turn 
our attention to the analyses presented by Staff and the Intervenors.   

 We disagree with ComEd‘s unsubstantiated claim that Mr. 
McNally‘s comparable company selections seemed to contain companies 
that are not that similar to ComEd.  Unlike ComEd, Staff provided 
comprehensive quantitative and qualitative analyses demonstrating the 
similarity in risk of its sample companies with ComEd.  In fact, that 
analysis indicates that removing companies as ComEd proposes would 
not improve that sample as a proxy for ComEd, but impair it.  In contrast, 
ComEd‘s call for the removal of two companies from Staff‘s sample rests 
entirely on the unsubstantiated claim that two factors warrant their 
removal: size, which we have ruled in numerous prior cases is not a 
measure of a utility‘s risk, and percent of revenues from regulated 
activities, which is merely a proxy for operating risk and fails to even 
consider financial risk.  Clearly, those factors do not provide a reliable 
basis for comparing the overall risk of companies.  Finally, we find it 
inappropriate to cherry pick companies from a sample without 
consideration of the overall risk of that sample, especially when it is done 
in an inconsistent manner, as it undermines the very purpose of using a 
sample and invites the undesirable element of gamesmanship into the 
estimation of the cost of capital.  Thus, we find ComEd‘s arguments 
insufficient to warrant the removal of companies from Staff‘s sample, 
especially in light of Staff‘s more comprehensive analysis indicating the 
opposite.  We find that Staff‘s sample is reasonably similar in risk to 
ComEd and, therefore, provides an appropriate basis from which to 
measure ComEd‘s cost of common equity.  It was also noted that his 
multi-stage DCF analysis was incorrect because he uses a too low growth 
rate for GDP to average down his analysts' growth rate estimates.  
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 We disagree with ComEd‘s claim that Mr. McNally improperly 
employs a ―spot date‖ approach in his CAPM analysis as well as a ―b 
times r‖ sustainable growth argument – both of which this Commission has 
recently rejected. 

 To begin with, Mr. McNally did not employ a ―b times r‖ growth rate 
in his cost of common equity estimate.  Rather, as he explained, he 
employed a ―br + sv‖ growth rate approach in testing the sustainability of 
the analyst growth rates he and Dr. Hadaway used in their respective 
analyses.  Use of the ―br + sv‖ approach specifically addresses the 
Commission‘s criticism that the ―b times r‖ approach fails to consider 
external growth.  Regardless, Mr. McNally did not use that approach to 
directly estimate the cost of common equity.  Rather, his analysis was 
performed in response to the Commission‘s conclusion in Docket Nos. 09-
0166/09-0167 consol. that a non-constant growth DCF analysis must be 
supported by evidence of the unsustainability of the analyst growth rates.  
Thus, he presented his ―br + sv‖ analysis merely as a test of the analyst 
growth rates that were utilized. 

 Also, as ComEd explains in its Initial Brief, Further, while Mr. 
McNally‘s CAPM analysis placed sole reliance on a risk free rate (30 year 
Treasury bonds) that he chose to was measured on a single date, there is 
nothing improper about measuring the cost of capital on a single day.  
Moreover, there is nothing in the record to suggest that September 22, 
2010 was anything other than a normal day.  As Staff explained, the 
selection of that date was largely dictated by the case schedule, which 
was a function of the filing date ComEd chose.  Further, although Tthe 
Commission has recently rejectedcautioned, use of such a pure ―spot 
date‖ approach in its 2010 North Shore decision, that in setting ROE, we 
should be aware of the conditions or financial climate, not just on the spot 
day, but in the surrounding days and times, (Thomas, Tr. at 1783) and 
noted the problems that can result from using such datathe Commission 
adopted the use of spot data at least three times in that very case, 
including a CAPM analysis and a discounted cash flow (―DCF‖) analysis 
used to determine the cost of common equity.  Id.; (See North Shore Gas 
Co., et al., ICC Docket Nos. 09-0166/0167 (Cons.), January 21, 2010, pp. 
126-127) Also, while the Company emphasizes that the Commission 
rejected spot data in the 2007 North Shore case, the Company neglects to 
mention the most crucial language, which explains that decision: 

We note that the Commission has traditionally relied upon a 
single day‘s data in applying the DCF analysis, and we are 
very reluctant to deviate from Commission ratemaking 
practice. However, the whole point of conducting such 
analyses is to develop a proxy for the appropriate ROE. 
When it can be shown that the proxy itself strays from a 
zone of reasonableness to the degree where it offers an 
unreliable estimate of the appropriate ROE, as the Utilities 
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have demonstrated with Staff‗s DCF analysis in this case, 
deviation from accepted practice may be warranted. We 
encourage parties to continue to provide reliable DCF 
analyses for the Commission‗s ROE deliberations. 

 (See North Shore Gas Co., et al, ICC Docket Nos. 07-0241/07-
0242 (Cons.), Final Order (Feb. 5, 2008) at 92, 125-6.)  In that proceeding, 
the Commission accepted Staff‘s CAPM, which was based on a risk-free 
rate estimate from a single day.  Thus, it is clear the Commission is not 
averse to using spot data.  To the contrary, using spot data is accepted 
Commission practice from which the Commission is reluctant to deviate.  
Moreover, the standard established in that Order for deviating from 
Commission ratemaking practice has not been met in this proceeding. 

 Mr. McNally‘s choice of a September 22 spot date was in no way 
unfair to ComEd.  While because the 3.77% rate measured on that date is 
not only low, but is fully 67 basis points below the rate on December 29, 
2010, the Company has provided no explanation, much less evidence, to 
suggest that December 29, 2010 would be preferable for measuring 
ComEd‘s cost of common equity.  There appears to be nothing particularly 
attractive about using a Treasury yield from December 29, 2010, aside 
from the fact that it would provide the Company with a higher return.  Even 
if there were, the Company‘s proposal to mix and match data from 
different dates does not create a valid CAPM cost of common equity, but a 
meaningless amalgam of data from different time periods.  Such 
inappropriate attempts to manipulate Staff‘s CAPM and, in turn, the 
authorized rate of return are not viewed favorably by this Commission.  
and well below the risk-free rate investors demanded generally throughout 
the entire year.  ComEd asserted that if Mr. McNally‘s CAPM were 
adjusted upward by those 67 basis points alone, the results of his CAPM 
model would have been 10.99%, not 10.32%.  That result would, in turn, 
have significantly increased his total recommended cost of equity.  Id. 

 The Commission finds that if Mr. McNally‘s CAPM were adjusted on 
an average of the 2 risk –free rates and closer to the average rate through 
out the year or half of the 67 basis points. The result of 33.5 points added 
to his CAPM model would be in the range of 10.50%. This number would 
be more in the range of Dr. Hadaway‘s midpoint of 10.6%. 

 The Commission finds problems with how Mr. McNally‘s GDP 
growth rate forecast is calculated because it is based on assumptions that 
are inconsistent with actual historical growth for the U.S. economy.  For 
example, Mr. McNally‘s 2.4% inflation rate compares to historical GDP 
inflation rates that have averaged 3.5% and his real GDP growth rate of 
2.5% is much lower than the actual historical growth rate of 3.4%.  It is 
reasonable to believe that future real growth and inflation will both be 3% 
and therefore a 6% growth rate is a more reasonable proxy for investor‘s 
long-term expectations.  Use of the 6% growth rate, combined with 
correction of Staff‘s comparable sample, increases Mr. McNally‘s multi-
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stage DCF results to 10.44% and an average DCF (non-constant and 
constant growth) of 10.29%.  This is 60 basis points higher than the 
average of Mr. McNally‘s constant and non-constant growth DCF results. 

 A reasonable average between Mr. McNally‘ CAPM with 
adjustments and Dr. Hadaway‘s average is 10.50 %. 

 We find the testimony of IIEC and AG/CUB relating to ROE also 
unpersuasive.   The evidence shows that Mr. Gorman‘s estimated ROE is 
too low because his model inputs are negatively biased and that under 
current market conditions his CAPM is unreasonable.  In addition, we 
agree with ComEd that Mr. Gorman incorrectly believes that the cost of 
equity for utilities have declined as much as interest rates.   

 ComEd demonstrated that Mr. Thomas‘ estimated ROE is too low 
because he employs the discredited ―b times r‖ internal growth rate in his 
constant growth DCF analysis and then combines the low growth rates 
with a too low 20-year historical average of GDP growth in his multistage 
model.  The Commission has rejected this approach in the past and will 
not adopt this method in this proceeding. 

In addition, like Mr. McNally, the Commission finds Mr. Thomas‘ improper 
employment of the ―b times r‖ approach to support his contention that Dr. 
Hadaway‘s DCF growth rates are unsustainable to be unpersuasive.   

 Having reviewed all of the evidence and the arguments of the 
parties, the Commission finds that aStaff‘s 10.500% cost of common 
equity for ComEd is reasonable and is hereby adopted in this proceeding. 

************************************************************************************ 

 

 F. Adjustments to Rate of Return 
 

The PO failed to address the cost of common equity adjustment necessary to 

reflect the reduction in ComEd‘s risk associated with the implementation of ComEd‘s 

uncollectibles rider (―Rider UF‖).  As Mr. McNally explained, Rider UF allows the 

Company to recover actual uncollectibles amounts, through an automatic adjustment 

clause, which are not otherwise recovered through base delivery service charges or via 

supply charges.  Thus, Rider UF ensures more timely and more certain collection of bad 

debt expense, providing greater assurance that the Company will earn its authorized 

rate of return.  Since the uncollectibles rider reduces uncertainty of cash flows, it 

reduces the Company‘s risk.  The Commission has recognized the need to include such 
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an adjustment in its prior Orders.  Staff‘s proposal is consistent with those prior findings.  

(Staff Ex. 5.0, p. 35)  Thus, an 8 basis point adjustment to the cost of common equity 

authorized in this proceeding is appropriate and necessary. 

 Accordingly, Staff recommends the following paragraph be added to the end of 

the Commission Analysis and Conclusion portion beginning on page 153 of the PO: 

* * * 

Staff proposed a downward adjustment to the cost of common 
equity of 8 basis points to reflect the reduction to ComEd‘s risk resulting 
from the implementation of ComEd‘s uncollectibles rider (―Rider UF‖), to 
which no party has objected.  Staff‘s proposal is consistent with prior 
Commission findings regarding such uncollectibles riders.  Thus, we find 
that the cost of common equity authorized in this proceeding should be 
adjusted downward by 8 basis points to reflect the effect of Rider UF on 
ComEd‘s risk.  That adjustment is reflected in the 10.00% cost of common 
equity we are adopting in this proceeding, exclusive of an adjustment 
related to SFV rate design. 

 

************************************************************************************ 

 

 G. Staff’s Adjustment to Rate of Return 
 

The PO inappropriately rejects Staff‘s proposed cost of common equity 

adjustments for the Company‘s straight fixed/variable (―SFV‖) rate design proposal.  The 

PO adopts the Company‘s argument that Mr. McNally‘s reliance on Dr. Tierney‘s 

testimony in support of a 40 basis-point adder is misplaced and misrepresents the size 

of lost revenue impacts.  The PO also adopts the Company‘s argument that Mr. 

McNally‘s analysis does not recognize the difference between the financial benefits 

arising from a SFV rate design and the asymmetric risks ComEd faces for which the 

proposed 40 basis-point adjustment is intended to compensate.  (PO, p. 155)  The PO 

is wrong on both counts. 
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Once again, the PO‘s reliance on error-filled Company briefs, even in attempting 

to summarize a Staff proposal, has resulted in a misstatement of facts.  Staff‘s proposed 

adjustment to the cost of common equity to reflect the reduced risk associated with the 

Company‘s SFV rate design proposal was not between 20 and 32 basis points, as the 

PO‘s ―Commission Analysis and Conclusion‖ section states.37  Rather, Staff proposed a 

20 basis point adjustment if the Commission adopted a 60/40 SFV rate design and a 40 

basis point adjustment if the Commission adopted an 80/20 SFV rate design.  This was 

clearly explained in Staff‘s Initial Brief: 

Staff maintains that a cost of common equity of 10.00% would be 
appropriate, assuming the Commission rejects the Company‘s proposed 
straight fixed/variable rate design.  However, Mr. McNally testified that if 
the Company‘s proposal for an 80/20 fixed/variable rate design is adopted, 
the cost of common equity would need to be further adjusted to reflect the 
reduction in ComEd‘s risk that the Company‘s proposal would produce.  
As noted above, a downward adjustment of 40 basis points would be 
reasonable for an 80/20 fixed/variable rate design, all else equal. Thus, 
Staff would recommend a downward adjustment of 40 basis points, should 
the Commission adopt an 80/20 fixed/variable-based rate design for 
ComEd.  Similarly, a downward adjustment of 20 basis points would be 
reasonable for a 60/40 fixed/variable-based rate design, all else equal.  
Thus, if the Commission should adopt a 60/40 fixed/variable-based rate 
design, Staff would recommend a downward adjustment of 20 basis 
points.  (Staff Ex. 5.0, pp. 41-42)  The adjustments to the Comparable 
Sample cost of common equity are summarized below: 

 Cost of Common Equity: 
Fixed/Variable Rate Design 

 80/20 60/40 

Comparable Sample average ROE 10.00% 10.00% 
Adjustments   
   Rider UF -0.08% -0.08% 
   Sample revenue de-coupling change +0.08% +0.08% 

   ComEd revenue de-coupling change -0.40% -0.20% 

ComEd‘s ROE under current 
fixed/variable percentages 

9.60% 9.80% 

 

                                                 
37

 Ironically, the PO had summarized Staff‘s position accurately in the immediately preceding paragraph.  
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(Staff IB, p. 85) 

Next, Staff‘s reliance on Dr. Tierney‘s 40 basis-point adder is neither misplaced 

nor misrepresents the size of lost revenue impacts due to energy efficiency.  Staff 

demonstrated that three of the four factors Ms. Tierney identified in her attempt to justify 

a 40 basis point adder for energy efficiency were either unsubstantiated or erroneous.  

Specifically, among other problems, Ms. Tierney‘s claims of increased load-related risk 

and prudency risk were entirely unsupported, and the effect of any penalty risk on 

ComEd‘s overall risk profile is effectively nil (not to mention that compensation for that 

―risk‖ would undermine the very purpose of the penalty).   (Staff IB, pp. 89-93)  The only 

―risk‖ she notes of any sort of quantifiable substance is load loss resulting in lost 

revenue.  In fact, the effect of lost revenues that Ms. Tierney estimated averaged 

approximately $31.1 billion per year for 2010-2015.  (ComEd Ex. 13.9)  That almost 

exactly matches the effect of the proposed 40 basis point adder, which Ms. Tierney 

estimated to be $30.8 billion.  (ComEd Ex. 13.0, p. 127)  Since revenue losses were the 

only ―risk‖ of quantifiable substance proffered38, 40 basis points should be accepted as 

a reasonable estimate of the effect of lost revenues due to energy efficiency.  Mr. 

McNally further reasoned that the effect of full revenue de-coupling would be larger than 

the effect of energy efficiency alone, since full revenue de-coupling would render all 

customer usage fluctuations inconsequential, including those related to economic 

conditions, weather, conservation, and energy efficiency.  This would suggest an 

adjustment of greater than 40 basis points for full (100%) revenue de-coupling.  

                                                 
38

 To be clear, this in no way justifies the 40 basis point adder the Company proposed.  The recovery of 
lost revenues due to load loss related to energy efficiency through an increase in the cost of common 
equity is inappropriate for myriad reasons, as Dr. Brightwell and Mr. McNally explained.  (Staff IB, pp 86-
93) 
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However, since the Company‘s rate design proposal ultimately seeks 80% revenue de-

coupling, he concluded that a downward adjustment of 40 basis points would be 

reasonable, all else equal.  The foregoing information demonstrates that Staff‘s reliance 

on Dr. Tierney‘s 40 basis-point adder is not misplaced, but represents a reasonable 

approach to estimating the size of revenue impacts. 

Finally, contrary to the PO‘s conclusion, Staff‘s proposal does recognize the 

difference between the financial benefits arising from a SFV rate design and the 

asymmetric risks ComEd faces for which the proposed 40 basis-point adjustment is 

intended to compensate.  The effect on ComEd‘s risk of a move toward a SFV rate 

design is similarly asymmetrical to the effects of energy efficiency Ms. Tierney claims.  

However, while Ms. Tierney claims that energy efficiency would only serve to increase 

risk, a move toward a SFV rate design will only serve to reduce risk.  As explained 

above, it is reasonable to conclude those opposite effects are approximately equal in 

magnitude (assuming an 80/20 SFV rate design).  Thus, Staff‘s proposal recognizes 

both the differences and similarities between the financial benefits arising from a SFV 

rate design and the risks ComEd faces due to energy efficiency measures – they are 

approximately equal and opposite. 

Since the PO did not adopt the Company‘s full proposal (or a 60/40 proposal), 

Staff‘s proposed adjustment needs to be modified.  Even if the Commission disagrees 

with Staff‘s recommended adjustment level, imposing no cost of common equity 

adjustment at all is clearly improper.  As Staff explained, the closer the pattern of 

revenue matches the pattern of cost incurrence, the lower the operating risk.  Thus, the 

greater the extent to which a company‘s costs that do not vary with sales volume (i.e., 

―fixed costs‖) are recovered through a fixed charge, the lower that company‘s operating 
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risk will be.  (Staff Ex. 5.0, p. 37)  Establishing fixed and variable charges that track the 

fixed and variable costs of serving those customers is precisely the purpose of the 

Company‘s proposal to move toward a SFV rate design, as the PO notes.  (PO, p. 217)  

Thus, it is clear that the move toward a SFV rate design would reduce ComEd‘s risk 

and, consequently, its cost of common equity.  Therefore a downward adjustment is 

required.  Although Staff recommends the Commission reject a move toward an SFV 

rate design (see discussion on the SFV proposal later in this Brief), if the Commission 

authorizes a 50/50 fixed/variable rate design, as the PO proposes (PO, p. 218), Staff 

recommends a 10 basis point adjustment to reflect the associated reduction in ComEd‘s 

risk. 

Accordingly, if the Commission authorizes a 50/50 fixed/variable rate design, 

Staff recommends the following changes to the Commission Analysis and Conclusion 

portion on page 155 of the PO: 

Commission Analysis and Conclusion 

The Commission rejectsaccepts Staff‗s proposed approach to 
estimating the required downward adjustment of between 20 basis points 
(for a 60/40 SFV rate design) and 3240 basis- points (for a 80/20 SFV rate 
design) to ComEd‘s return on equity resulting from the approval of 
ComEd‘s SFV rate design. The Commission agrees thatfinds that Mr. 
McNally‘s reliance on Dr. Tierney‘s testimony in support of a 40 basis-
point adder approach to estimating of the size of revenue impacts is 
reasonable is misplaced and that using the adder as a proxy for lost 
revenues is inappropriate because it misrepresents the size of lost 
revenue impacts.  Also, Mr. McNally‘s analysis does not recognize the 
difference between the financial benefits arising from the stability that SFV 
rate design creates and the asymmetric risks ComEd faces for which the 
proposed 40 basis-point adjustment is intended to provide some 
compensation.  Although we are authorizing neither the full 80/20 SFV 
rate design the Company proposed nor a 60/40 SFV rate design, for which 
Staff presented its associated cost of common equity adjustment 
proposals, it is clear that any such move toward a SFV rate design would 
reduce ComEd‘s risk and, consequently, its cost of common equity.  Thus, 
imposing no cost of common equity adjustment would clearly be improper.  



Docket No. 10-0467 
Staff BOE 

 

80 

 

Since we are authorizing a 50/50 SFV rate design in this proceeding, we 
find that a 10 basis point downward adjustment to ComEd‘s cost of 
common equity is required. 

 

************************************************************************************ 

 H. Overall Cost of Capital (Derivative 

  

The overall cost of capital findings need to be amended to reflect the foregoing 

corrections to the PO.  The cost of capital summary below does not include any 

adjustment for a SFV rate design, as Staff maintains its recommendation to reject a 

move toward a SFV rate design.  Nevertheless, if the Commission authorizes a SFV 

rate design, a downward adjustment to ComEd‘s authorized cost of common equity 

would be necessary to reflect the associated reduction in ComEd‘s risk, as follows: 

 

SFV rate design ROE Adjustment 

50/50 -0.10% 

60/40 -0.20% 

80/20 -0.40% 

 

Accordingly, Staff recommends the following changes to this section on page 155 

of the PO: 

Overall Cost of Capital (Derivative) 

Upon incorporation of the conclusions stated above, the 
Commission finds that ComEd‘s capital structure and cost of capital, 
resulting in overall cost of capital of 8.2451% may be summarized as 
follows: 

 
 Class of Capital  Proportion   Cost  Weighted Cost 

 Short-term debt    0.5418%  0.39%             0.00% 
 Long-term debt   52.3554%  6.52%             3.413% 
 Common equity   47.1128%           10.500%  4.7196% 
 Credit facility cost     0.00%   0.00%  0.12% 
 TOTAL            100.00%                8.2451% 
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The Commission finds that this overall cost of capital to beis reasonable 
and should be used for purposes of ComEd‘s authorized rate of return on 
rate base in this proceeding. 
 
************************************************************************************ 
 

VII. COST OF SERVICE AND ALLOCATION ISSUES 
 A. Overview 
 B. Potentially Uncontested Issues 
 C. Potentially Contested Issues 
  1. Embedded Cost of Service Study Issues 
   a. Class Definitions 
    i. Residential Classes 
    ii. Non-residential Classes 
   b. Primary/Secondary Split 

i. Appropriate Methodology (Compliance With 
Docket No. 08-0532) 

     (a) Functional Identification of Costs 
     (b) Direct Observation of ComEd Facilities. 
     (c) Sampling 

(d) Review of Other Utilities’ Treatment of 
Primary/Secondary Issues  

    ii. Other Primary/Secondary Split Issues 
     (a) 4kV Facilities Allocation 

c. Investigation of Assets Used to Serve Extra Large Load 
Customer Class 

   d. NCP vs. CP  
   e. Allocation of Primary Lines and Substations 
   f. Functionalization of General and Intangible Plant 
   g. Street Lighting 
   h. Allocation of Illinois Electricity Distribution Tax 
   i. Indirect Uncollectible Costs and Uncollectible Costs 
   j. Customer Care Cost Allocation 
    i. Allocation Study vs. Switching Study 

ii. Direct Operation and Maintenance (O&M) Costs 
vs. Total Costs 

    iii. Adjustment of Allocation Study Allocators  
   k. Other Docket 08-0532 Compliance Issues 
   l. Other Issues 
 D. Rate Moderation 
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VIII. RATE DESIGN 
 A. Overview 
 B. Potentially Uncontested Issues 
  1. High Voltage Rate Design Simplification 
  2. Rate MSPS   
  3. General Terms and Conditions 

a. New Customer with load that includes motors equal or 
greater than five horsepower   

  4. Miscellaneous Charges and Fees 
  5. Meter Lease Charges 
  6. Residential Real Time Pricing Program Costs 
  7. Standard Meter Allowances 
 C. Potentially Contested Issues 

  1. SFV (ComEd Proposal) 

Staff takes exception to the PO‘s support for ComEd‘s SFV rate design proposal. 

A particular concern is the statement in the PO that ―[t]he Commission is not convinced 

that an SFV rate design reduces the incentive to reduce electricity.‖  (PO, p. 217)  This 

statement appears to give no weight to record evidence, specifically, the conclusion of 

the authors of a respected study, The National Action Plan for Energy Efficiency. This 

plan was developed by more than 50 leading organizations in pursuit of energy savings 

and environmental benefits through electric and natural gas energy efficiency and cited 

by ComEd‘s own witness, Ms. Tierney, to support her testimony.  In addition, no party 

took issue with this plan. It found that large customer charges as featured in the SFV 

are a problem because they serve as a disincentive to adopting energy efficiency: 

Rate forms like declining block rates and customer charges promote 
revenue stability for the utility, but they create a barrier to customer 
adoption of energy efficiency because they reduce the savings that 
customers can realize from reducing usage. In turn, electricity 
demand is more likely to increase, which could lead to long-term 
higher rates and bills where new supply is more costly than energy 
efficiency.  (National Action Plan for Energy Efficiency, page 5-2, 
emphasis added)  (Staff Ex. 13.0, pp. 19-20) 
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 The above passage demonstrates why the SFV rate design is problematic.  

Because the level of usage costs recovered through the usage charge would decrease 

in an SFV rate design, conservation attempts by customers would become less 

meaningful; the incentive to conserve energy likewise would be less meaningful and the 

end-result would be that electricity demand is likely to increase. 

 The issue here concerns whose opinion should receive more weight concerning 

the impact of the SFV on conservation. Because the National Action Plan for Energy 

Efficiency was developed by a credible, neutral source with no financial incentive to 

develop its conclusions, Staff recommends that the Commission give strong 

consideration to National Action Plan for Energy Efficiency’s conclusions before making 

the ultimate decision to adopt ComEd‘s SFV proposal. 

 Thus, Staff finds that the shift in cost recovery from usage charges to fixed 

charges under the SFV would send ratepayers inappropriate signals about the impact of 

their usage on environmental costs.  Furthermore, because the environmental costs of 

electricity generation increase with the level of electricity demands, it is reasonable to 

associate environmental costs with usage charges. The PO should recognize the record 

and arguments in this case.  Staff recommends the following changes to the 

Commission Analysis and Conclusion section on pages 217-218 of the PO:  

 Commission Analysis and Conclusion 

* * * 

The Commission is not convinced that an SFV rate design reduces 
the incentive to conserve electricity. First, the Commission notes that the 
rate design in this proceeding relates to delivery services associated with 
electric power and energy.  The actual commodity costs associated with 
the electric power and energy, which is the majority of the total electric bill 
in addition to the delivery costs and vary directly with usage.  The 
customers under ComEd's proposal would not have an incentive to 



Docket No. 10-0467 
Staff BOE 

 

84 

 

conserve because usage costs recovered through the usage charge 
would decrease in an SFV rate design, conservation attempts by 
customers would become less meaningful; the incentive to conserve 
energy likewise would be less meaningful.  Just as with the natural gas 
utilities, we  We conclude there is no a disincentive a consumer may have 
by a move toward recovering fixed costs through fixed charges, as 
opposed to recovery on a volumetric basis.  We further conclude that a 
shift in cost recovery from usage charges to fixed charges under the SFV 
would send ratepayers inappropriate signals about the impact of their 
usage on environmental costs. a SFV design that more accurately reflects 
a consumer‗s actual costs does not impede conservation.  Commission 
decisions to either decouple or move toward an SFV in rate cases filed by 
North Shore/Peoples Gas, the Ameren Illinois Companies (―Ameren‖), and 
Nicor Gas Company (―Nicor Gas‖).  All of which recognize the importance 
of recovering fixed costs predominantly through fixed charges.  The 
Commission concludes that it is when customers respond to rates that do 
not accurately reflect cost causation that inefficiency results and society 
suffers.  send price signals which incent them to conserve energy.  An 
SFV rate design would create a barrier to customer adoption of energy 
efficiency because it would reduce the savings that customers can realize 
from reducing usage.  Because electric and natural gas distribution utilities 
must have the capacity in place to serve peak loads whenever they occur, 
it is logical to apply pricing policies for both types of industries because 
they have similar underlying cost structures. 

 The Commission finds that a SFV proposal does not shift risk to 
residential customers.  Further, the record does not demonstrate that low-
income customers are necessarily low-usage customers, or vice versa.  
Further, there are other means in place that more precisely target the 
policy issue that the AG and City seeks to address here.  Finally, we do 
not find that a SFV proposal is attempting to recover short term marginal 
costs.  Instead, the SFV proposal is intended to recover additional fixed 
delivery costs through higher fixed delivery charges.  
 
 The Commission has recognized the importance of recovering fixed 
costs predominantly through fixed charges impacts that energy 
conservation has on the environment.  The Commission finds that one of 
the most important steps in bringing ComEd‘s rate design in line with its 
costs is to properly align the fixed and variable portions of ComEd‘s 
delivery rates with the fixed and variable costs ComEd incurs to provide 
delivery service encouraging customer energy efficiency is to send price 
signals that promote conservation. We also believe that rate designs such 
as SFV, where electricity demand is more likely to increase, could lead to 
long-term higher rates and bills where new supply is more costly than 
customers trying to avoid higher bills by adopting energy efficient usage of 
electricity it is important to design rates that reflect cost causation. In 
addition, the Commission concludes that ComEd‘s current rate design, It 
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is undisputed that ComEd which recovers 37% of its fixed charges, would 
mitigate rate shock by allowing customers more control of their monthly 
energy costs.  Customers could realize larger savings by reducing usage. 
In an effort to gradually move towards more realistic cost causation and to 
avoid rate shock, the Commission concludes that the use of volumetric 
charges be reduced so that they recover 50% of fixed delivery service 
costs.   Therefore, the Commission orders that ComEd retain its current 
rate design. This conclusion applies only to residential customers and 
nonresidential customers in the Watt-Hour Delivery Class. The 
Commission will not determine whether changes need to be addressed in 
future year‘s rates; this is an issue to be addressed in future rate cases. 
 
************************************************************************************ 

  2. Decoupling (NRDC Proposal)  

  3. Class Definitions 

a. Residential Rate Design – Consolidation of Classes 

Staff takes exception to the PO‘s rejection of ComEd‘s proposal to consolidate 

the Residential class delivery structure from four classes to two.  The PO states that 

―there is evidence indicating that the manner, in which, ComEd allocates certain costs 

could raise the cost of electricity for multi-family residential customers in a manner that 

is not proportionate to usage.‖ Staff believes that this claim of a disproportionate 

increase for these customers is overstated and that rate shock would not be a concern 

with respect to this issue. Staff‘s analysis of the Company‘s exemplar model for this 

case indicates the annual bill increase under the consolidation proposal are as follows: 

for the typical Single Family Space Heating customer, 4.42%; for the typical Single 

Family Non-Space Heating customer, 6.84%; for the typical Multi-Family Space Heating 

customer, 2.70%; and for the typical Multi-Family Non-Space Heating customer,  2.38%. 

(Staff Ex. 13.0, p. 33)  The relatively small differential in annual bill increases for the 

Space Heating customer classes and Non-Space Heating customer classes if 

consolidation occurs obviates the need to maintain the four class system currently in 
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place. The PO should recognize the record and arguments in this case and Staff 

recommends that the paragraph under Analysis and Conclusions on page 235 of the 

PO be amended as follows: 

 We decline to permit consolidation of the residential classes in the 
manner proposed by ComEd.  As the AG/CUB witness Mr. Rubin ComEd 
and Staff points out, because the differential in the annual bill increases 
for the Space Heating customer classes and Non-Space Heating 
customer classes are not significant, there does not appear to be any 
obvious need to maintain the four class system currently in place. there is 
evidence indicating that the manner,  in which, ComEd allocates certain 
costs could raise the cost of electricity for multi-family residential 
customers in a manner that is not proportionate to usage.  ComEd witness 
Mr. Alongi‘s conclusion that ComEd is currently required to ―police‖ the 
use of electricity under the current rate structure is factually unsupported 
and we need not consider it.  Additionally, merely stating that something is 
―inappropriate,‖ without stating why something is ―inappropriate,‖ is not a 
legal argument and it is not a policy argument.  Both types of arguments 
require a statement as to the harm that will ensure if an ―inappropriate‖ 
method is adopted.  We further note that why ComEd would be required to 
―police‖ the use of electricity is not stated and it is far from obvious. 

 

b. New Primary Voltage Delivery Class vs. Primary 
Subclass Charges  

  4. Non-Residential 
   a. Movement Toward ECOSS Rates 

i. Extra Large Load and High Voltage Customer 
Classes 

 Staff takes exception to the PO‘s decision to adopt ComEd‘s proposed revenue 

allocations for the Railroad and High Voltage classes. Both classes require larger 

increases to address their significant ongoing under-recovery of costs which places an 

unfair burden on other nonresidential rate classes. 

 In Docket No. 07-0566, the Commission stated its intention to gradually move the 

revenue allocations for the Railroad, Extra Large Load and high Voltage delivery 

classes closer to costs.  In that case, the Commission focused on changes to the DFC 

charge in its effort to accomplish this goal. However, as Staff has shown, this focus on 
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the DFC charge, rather than rates as a whole, presents a problem in this case for the 

High Voltage and Railroad classes who receive below-average revenue increases that 

move them farther away from, rather than closer to, the cost of service as a result. 

 A particular problem is the PO‘s claim that Staff‘s proposal is not consistent with 

the principle of gradualism.  In fact, the ComEd proposal represents a fundamental 

misunderstanding of gradualism because it rewards the Railroad and High Voltage 

classes with revenue increases of 4.6% and 7.4%, respectively, when the class 

receives a collective increase of 14.8%. In essence, this proposal rewards the two 

classes for failing to recover costs and punishes other classes that pay their fair share. 

This is eminently unfair. If the ultimate objective is to bring the revenues from these 

classes closer to costs, ComEd‘s proposal clearly falls short. 

 Admittedly, Staff‘s proposed revenue increases for these two classes are higher 

than the Company‘s (11.5% for Railroad and 13.1% for the High Voltage class). 

However, unlike ComEd, Staff‘s proposal attempts to strike a balance between avoiding 

rate shock for these customers while conforming to the Commission‘s order from 

Docket No. 07-0566 to follow a four-step process to achieve recovery of full costs to 

serve these classes. 

 Finally, it should be noted that if these classes continue along the path of 

receiving below-average increases, they will never achieve the ultimate objective of 

paying rates that recover their respective costs.  This will also mean that other non-

residential classes will have to continue to pay above-average rates into the future to 

subsidize these delivery classes. The PO should recognize the record and arguments in 

this case and Staff recommends the following changes under Analysis and Conclusions 

on pages 245 and 249 of the PO as follows: 
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Page 245: 

 We decline to extend the Railroad Class‘ increase in its cost of 
service beyond 10%. approve Staff‘s rate design that moves the Railroad 
class revenue allocation closer to the cost to serve the class which follows 
the Commission‘s objective in Docket No. 07-0566 to achieve recovery of 
full cost to serve the class at the conclusion of a four- step process.  As 
the CTA and Metra have noted, there are public interest concerns 
regarding providing affordable public transportation, and the benefits that 
mass transit provides to the overall reduction in energy consumption and 
adverse environmental impacts.  At this time, we decline accept Staff‘s 
proposal to limit the increase raise in the rate that the CTA and Metra will 
incur beyond 10% equal to an additional 25% above ComEd‘s proposed 
increase and the full cost to serve this class based on the ECOSS 
provided by ComEd.  We note that any increase in the rate supplied to 
these two customers could be passed on to consumers.  Therefore, the 
25% increase seeks to mitigate rate shock these customers might 
experience with this movement but continue revenue recovery toward the 
full cost to serve this class.  Also, an increase in the costs incurred by the 
CTA and Metra, beyond the modest one proposed by ComEd, could limit 
these providers‘ ability to provide public transportation to millions of 
people. 
 
 It is not clear what the context is for the Commercial Group‘s 
contention that ComEd‘s proposed increases for the Railroad and High-
Voltage classes are only 4.6% and 7.4% respectively.  Without the 
necessary factual foundation for these figures, we shall not consider it.  
 

Page 249: 
 

 We decline approve Staff‘s proposal to implement a rate design 
that moves the recovery of revenues closer to the cost to serve each 
respective class which follows the Commission‘s four-step plan in the 
Order of Docket No. 07-0566. these two classes more than what ComEd 
has proposed to do.  Whilewe We appreciate that Staff‘s proposal moves 
these classes closer to actual cost, Staff‘s ; however, the Commission is 
mindful of proposal is not consistent with the principle of gradualism, 
which and the need to mitigate avoids rate shock for these customers.  
We also acknowledge that ComEd‘s rate design focuses on the DFC 
charge for these classes, which is ―putting the cart before the horse,‖ as 
the rates design here determined the revenue allocation, instead of having 
the cost of service determine the revenue allocation.  Because ComEd‘s 
rate design proposal results in a below average increase to the High 
Voltage class, other non-residential classes would have to subsidize 
revenues for longer than the four steps toward full cost recovery the 
Commission ordered for these two classes in Docket No. 07-0566.  
Although the proposed increase for the Extra Large Load class results in 
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an above average increase for this rate case, the class still does not fully 
recover the cost to serve the class.  To be consistent, we are approving 
the same rate design for the High Voltage and Extra Large Load classes 
so that they proceed with the second step of the four step process that the 
Commission ordered in Docket No. 07-0566.   However, we note that it 
appears that this was the case in ComEd‘s last rate case, where the 
model was created to have 25% increases toward cost of service for these 
two classes.  We decline to alter that model at this time.  We therefore 
decline to adopt Staff‘s proposal.  We also decline to impose the caps that 
the IIEC proffers for rate increases.  If limits are placed on some rate 
classes, other rate classes would be ―making up the difference.‖  We 
therefore approve ComEd‘s rate design.    
 
************************************************************************************ 

  

    ii. Railroad Customer Class 
iii. What classes should pay for any revenue shortfall 

from not moving 100% to ECOSS  
b. Allocating Secondary Costs Among Customer Classes 

c. Railroad Customers – Utilization of Railroad Customers’ 
Facilities 

Staff believes clarifications are necessary regarding the Position of Metra within 

the section of the PO covering ComEd‘s use of Railroad Class‘ Facilities.  First, Staff 

suggests that the fourth paragraph of this section, on page 253 of the PO, be modified 

to more precisely identify the specific Staff proposal to which the discussion in the 

paragraph applies, as shown below: 

 With regard to Staff‘s proposals to end that ComEd‘s eliminate its 
reliance on, and use of, Railroad Class facilities by taking ownership of 
those facilities, Metra states that this option is not acceptable to the 
Railroad Class because ownership of the substations and transformers is 
critical to the reliability of the Railroad Class‘ service.  In the past, Metra 
has purchased substations from ComEd to ensure the reliability of 
electricity supply to its stations.  (CTA/Metra Ex. 2.0 at 13- 15). 
 
************************************************************************************ 
 
Also, the last sentence of the Position of Metra section appears to 

inadvertently attribute a position that Staff presented as a position presented by 
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Metra. (PO, p. 254; Staff RB, p. 92)  Rather than the position presented in the 

PO, Staff understands Metra‘s position to be that the Commission should not 

issue any order regarding reconfiguration of Railroad Class facilities.  (Metra IB, 

p. 21)  Metra further argued that if the Commission were to issue any such 

directive, the reconfiguration should be accomplished at no cost to the Railroad 

Class, and provide electric service that is of a quality and reliability equal to or 

greater than the quality and reliability of the current system.  (Metra RB, p. 12)  

Staff recommends the following modification to the first paragraph on page 254 

of the PO as set forth below: 

 
Metra avers that it is not disputed that Staff‘s suggestions would be 

quite costly for both ComEd and the Railroad Class.  For that reason, both 
ComEd and the two Railroad Class members have opposed Mr. 
Rockrohr‘s suggestion for a fixed schedule regarding Staff‘s suggestions.  
Instead, ComEd and the Railroad Class have agreed that the more 
reasoned approach is to change the operations of the traction power 
substations when new ones are added or existing ones are renovated and 
the costs justify the change.  (CTA/Metra Ex. 2.0 at 16; ComEd Ex. 67.0 at 
73-81).  Metra argues that, if the Commission is inclined to issue an Order 
in that regard, the Order should not adopt a fixed schedule, but should 
instead allow the parties to change the operations of the traction power 
substations when new substations are constructed or existing ones are 
substantially renovated, and when the costs justify the change.  (Metra 
Initial Brief at 18-21).  With regard to Staff‘s position that ComEd should 
be required to present a plan to eliminate its use of Railroad Class 
facilities over time, Metra contends that ComEd‘s plan should initially 
focus on those railroad traction power substations, upon which, ComEd is 
most dependent to supply other customers any reconfiguration to 
ComEd‘s supply should occur at no cost to Railroad Customers, and 
provide service that is of a quality and reliability equal to or greater than 
the quality and reliability of the current system.  (Metra Reply Brief at 9-
112).   

 
************************************************************************************ 
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 The PO, at page 255, includes a footnote 10 stating the following with respect to 

Staff‘s Position: 

 
Originally, Staff proposed a reduction of the $452,069 to $316,437.  (See, 
Staff Initial Brief at 139-40).  However, in Staff‘s Reply Brief, this 
contention was not mentioned.  (See, Staff Reply Brief at 79).  We 
therefore conclude that this issue is resolved.  However, we again 
admonish all parties to state, affirmatively, when an issue has been 
resolved, as opposed to merely omitting to mention an issue.   

 
Staff takes exception to the PO‘s footnote and its admonishment of Staff and 

respectfully requests that the footnote be deleted. 

 The PO assumes incorrectly that if a party raises an issue in its initial brief but 

does not respond in its reply brief to an opposing party‘s initial brief on the issue, the 

issue has been resolved.  Nowhere in Staff‘s Initial Brief, Reply Brief or testimony did 

Staff state affirmatively that this issue was resolved.  In fact, Staff believes that the issue 

has not been resolved.  Staff‘s position arose from (1) reviewing the Company‘s 

analysis which initially reduced the revenue requirement related to the railroads, as well 

as (2) reviewing information provided late in a data request response by ComEd, which 

Staff understood to show that ComEd had made an error in calculating the revenue 

requirement adjustment for the Railroad class. Staff stated in its Initial Brief that it 

agreed that an error had occurred and further stated that the revenue requirement 

adjustment should be $(316,437). 

 In its Initial Brief, Staff stated the following: 

Accordingly, ComEd proposed a cost allocation adjustment in ComEd‘s 
ECOSS to recognize this relationship. Originally, ComEd reduced the 
railroad revenue requirement by -$452,069 to reflect this cost relationship 
(ComEd Ex. 22.1 (Sch. 2a Allocation, cell D208)). However, ComEd 
subsequently determined that there was an error in this calculation 
and presented a revised cost adjustment of -$316,437 in response to 
Staff discovery. (Id., p. 21) The result of the allocation after changing the 
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amount of the railroad adjustment from -$452,069 to -$316,437 is shown 
in Staff Ex. 12.0 Attachment A.  
 
Staff agrees with ComEd on this issue. The Company has established that 
railroad facilities are used to serve other customers. Furthermore, the 
Company has established that the CP<69 FOR RR allocator is appropriate 
to use to readjust the railroad costs. Therefore, the cost adjustment of -
$316,437 to the Railroad revenue requirement should be approved.  
 
(Public Staff IB, pp. 140-141, emphasis added) 
 

Although CTA and Metra disagreed with Staff with respect to the cost adjustment 

amount (CTA IB, p. 25; Metra RB, p. 10), Staff did not revisit this issue in its Reply Brief 

because its position remained unchanged. In fact, as stated in the introduction 

paragraph to Staff‘s Reply Brief: 

Aside from issues addressed in this Reply Brief, Staff stands by its 
positions articulated in its Initial Brief. Failure to address a specific issue in 
this Reply Brief does not constitute a change of position from Staff‘s Initial 
Brief. (Staff RB, pp. 1-2) 

 
 Staff did not intend to portray its position on this matter as one that had been 

resolved, but rather, that it did not have additional arguments or statements to make 

regarding the issue. Staff has always attempted to state clearly when issues have been 

resolved and will continue to do so in the future.  For these reasons, Staff recommends 

that Footnote 10 be deleted in its entirety. 

Staff agrees with the PO‘s apparent acknowledgement of reliability risks 

associated with ComEd‘s use and dependence upon Railroad Customer equipment to 

supply its other customers, and Staff further agrees with the PO that the best solution to 

eliminate this problem might not be the same for each railroad traction power 

substation. (PO, p. 259)  Nonetheless, Staff suggests modifications in the Analysis and 

Conclusions discussion.  The first paragraph on page 259 of the PO initiates workshops 

―in which, the safe operation of these facilities (the facilities, upon which ComEd is 
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dependent in order to provide electricity to other customers) is fully investigated and 

solutions are explored.‖  Staff believes that the goal of the workshops as described in 

the PO is unclear.  For example, the PO could be interpreted to require workshop 

participants to determine whether Railroad Customers operate their facilities in a safe 

manner.  However, whether or not the Railroad Customers operate their facilities in a 

safe manner was not an issue of contention in this proceeding, and is not indicative of 

whether ComEd should depend upon those facilities (that it does not own, maintain, or 

control) to supply other customers in a reliable manner. 

Rather than workshops, Staff believes that it would be more efficient for ComEd, 

within one year of the date the final order issues, to identify and report on available 

solutions to eliminate its dependence on, and use of, each specific railroad traction 

power substation facility, including the estimated cost to implement each solution.  The 

report should also include a description of any modification to Railroad Customer 

equipment the solution requires and an estimate of the cost that each Railroad 

Customer would likely bear for the required modification if the solution were 

implemented.  ComEd should clearly label the report with this docket number, Docket 

10-0467, send it to the Railroad Customers, and file it with the Chief Clerk.  ComEd 

should then file an updated copy of the report at the time it files its next rate case to 

reflect any progress parties have made in eliminating ComEd‘s use and dependence 

upon Railroad Customer facilities during the interim period.  In this regard, ComEd 

should initially focus its efforts on the railroad traction power substations that ComEd 

identifies as facilities it depends upon to supply other customers. (Staff RB, p. 92; 

ComEd Ex. 16.4, p. 2) 
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Finally, since the PO does not clearly require any action by any party to change 

the status quo, Staff is concerned that the quarterly reports that the PO requires are 

unlikely to provide any information that differs from the information already provided in 

ComEd Ex. 16.4. (PO, p. 259)  Staff suggests that, if reports are to be required, the 

Commission more clearly identify specific information it expects to be presented in the 

reports, and clearly identify which party is to present that information.  Staff suggests 

that, minimally, the reports should quantify the amount of ―other customer load‖ that 

ComEd supplies through each railroad traction power substation during each billing 

cycle: specifically the total kilowatt-hours and the maximum customer demand supplied 

during each billing cycle.  Rather than quarterly, Staff suggests that ComEd provide 

these reports annually for each calendar year by January 31 of the following year. 

Staff proposes modifying the first and second paragraphs on page 259 of the PO 

as shown to reflect these changes: 

 Therefore, within 60 days one year from the date that a final order 
issues in this docket, a workshops shall commence, in which, the safe 
operation of these facilities (the facilities, upon which ComEd is dependent 
in order to provide electricity to other customers) is fully investigated and 
solutions are explored.  These workshops should also include long-term 
goals regarding the railroad facilities, upon which, ComEd is not 
dependent on railroads in order to provide service to other customers.  We 
note that while informal resolution through workshops is desirable, if no 
resolution of these issues occurs through workshops, a docket may be 
opened to resolve what issues are outstanding.  ComEd shall file a report, 
clearly identifying it as required by Docket 10-0467, which identifies and 
describes solutions to eliminate ComEd‘s dependence on, and use of, 
each of the CTA-owned and Metra-owned railroad traction power 
substations to supply its other customers, and include estimated costs to 
implement each solution.  The report shall separately identify necessary 
modifications to Railroad Customer equipment, and provide an estimate of 
the cost that the Railroad Customer would bear if the solution were 
implemented.  ComEd shall provide the report to the Railroad Customers.  
At the time of its next rate case filing, ComEd shall file an updated copy of 
the report to reflect any progress parties have made in eliminating 
ComEd‘s use and dependence upon Railroad Customer facilities. 
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With regard to the remaining facilities, as Staff witness Mr. 

Rockrohr pointed out, this situation is undesirable for ComEd and for the 
CTA and Metra.  At this time we require all three parties to work together 
to provide updates as to ComEd‘s use of the facilities and any other 
pertinent information, on a quarterly basis.  We also encourage these 
parties to arrive at a meaningful solution to this situation on a case-by-
case (substation by substation) basis.  In addition to and separate from 
the report described above, ComEd shall file an annual report by no later 
than January 31 that quantifies the amount of ―other customer load‖ that 
ComEd supplied through each railroad traction power substation during 
each billing cycle of the prior calendar year: specifically the total kilowatt-
hours and the maximum demand of ―other customer load‖ supplied 
through use of the railroad equipment during each billing cycle for the 
railroad traction power substation.  This report requirement shall continue 
until and unless ComEd no longer uses any railroad traction power 
substation equipment to supply other customers on a normal operating 
basis. 

 
************************************************************************************ 

 
   d. Dusk to Dawn Street Lighting 
  5. Collection of Illinois Electricity Distribution Tax 

  6. Distribution Loss Factors 

As the PO indicates, Staff contended that ComEd should promptly update its 

distribution loss study after updating its transmission loss study, and file tariff revisions, 

as appropriate, to reflect its updated distribution loss factors.  (Staff Ex. 21.0, p. 19; PO, 

p. 276)  Staff‘s position was based upon its opinion that ComEd should not wait for its 

next rate case to file tariff revisions that reflect updated and more accurate distribution 

loss factors.  However, a filing such as this would appear to be a compliance filing. 

Under this scenario there would be no opportunity to review the results of the 

distribution loss study to determine if those results are appropriate for use in 

ratemaking. Furthermore, if the results of the distribution loss study were to be 

implemented through a compliance filing for distribution rates, it appears that those new 

loss study results would also become automatically effective for use in other ComEd 
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tariffs, such as Rider PE, as well as other tariffs. Staff did not intend that ComEd‘s filed 

tariff revisions and distribution loss study would simply become effective automatically 

through a compliance filing several months after the final order in this docket.  Staff is 

now concerned, however, that its expressed position might inadvertently result in 

automatic changes to ComEd‘s rates without proper review by all interested parties.  

Staff, therefore, recommends the following modification to the last paragraph of this 

section on page 276 of the PO: 

 However, requiring ComEd to update its Distribution Loss Study 
with information from an updated Transmission Loss Study is uncontested 
and it does not appear to be a recommendation that needs the 
mechanisms involved in litigation.  We therefore adopt Staff‘s 
recommendation in this regard.  ComEd shall provide an updated 
distribution loss study to all parties of record in Docket No. 10-0467 
ComEd shall re-file its tariffs with this updated information by the end of 
2011.  However, we do not elect to adopt Staff‘s recommendation to 
require that ComEd also file tariff revisions, based on this updated 
information, prior to its next rate case.  Additionally, so it is clear, the 
Distribution Loss Studies in ComEd Exs. 67.1 Rev. and 67.2 are 
approved. 
 
************************************************************************************ 

  7. General Terms and Conditions 

a. Residential Service Station (Ownership of Residential 
Primary Service Connection facilities on private 
property) 

Regarding the issue of ownership of non-standard residential connections, Staff 

finds it to be unreasonable for ComEd to require residential customers to own, maintain, 

and install overhead primary service connections.39  (Staff RB, pp. 81-82)  Rather than 

simply adopting Staff‘s straightforward recommendation that ComEd provide overhead 

primary service connections to residential customers in the same manner as non-

                                                 
39

 ComEd refers to these facilities as ―Non-Standard‖ not in the sense that they do not comply with safety 
standards, but because ComEd‘s tariffs do not currently require ComEd to provide and maintain them. 
(Staff RB, p. 82) 
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residential customers, which would mean ComEd owns and maintains the primary 

service connection, the PO appears to get mired in ComEd‘s discussion of existing 

residential primary service connections. (PO, pp. 279-280)  ComEd‘s discussion about 

potential and hypothetical problems to access existing primary service connection 

facilities on residential properties should not distract and prevent the Commission from 

ordering ComEd to modify its proposed tariff in the manner that Staff recommends.  

Staff explained why easements are not necessary for service facilities, and ComEd 

admitted its tariffs give ComEd the legal right to conduct necessary work. (Staff Ex. 

21.0, pp. 14-15; ComEd Ex. 33.0, p. 20)  The Commission should not approve ComEd‘s 

proposed tariff that places unreasonable construction and maintenance requirements on 

residential customers simply based upon ComEd‘s speculative accessibility concerns.  

ComEd, not the residential customer, should own and maintain what is in essence an 

extension of ComEd‘s 12,000 volt electric distribution system. (Staff Ex. 6.0, p. 17)   

The PO adopts ComEd‘s proposal to study the safety and performance of 

customer-owned facilities.  However, it is unclear to Staff how the contemplated ComEd 

study would be useful to the Commission.  The results of a study, regardless of what 

they are, will not cause ComEd‘s requirement that residential customers own, install, 

and maintain overhead high voltage facilities to become reasonable.  If, despite Staff‘s 

opinion that ComEd‘s proposed study is not necessary to reach Staff‘s conclusion, the 

Commission still believes ComEd should study the topic, then ComEd‘s study should, at 

a minimum, include (a) the total number of customer-owned residential primary service 

connections, (b) the total number of ComEd-owned residential primary service 

connections located on private property, (c) the total number of customer-owned non-

residential primary service connections, (d) the total number of ComEd-owned non-
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residential primary service connections located on private property, (e) the results from 

randomly conducted physical inspections of at least 10% of the existing customer-

owned residential primary service connections, including an account of deteriorated 

facilities and National Electrical Safety Code (NESC) violations, and (f) the results from 

randomly conducted physical inspections of the same number of existing ComEd-

owned residential primary service connections and non-residential primary service 

connections, including an account of deteriorated facilities and NESC violations. Staff 

proposes the following modifications to pages 279 and 280 of the PO: 

Analysis and Conclusions 

ComEd claims that What Staff‘s recommendsation entails 
complicated legal issues, such as, ensuring that ComEd personnel has 
access to the facilities (easements) for maintenance and repair, and who 
would be responsible for vegetation clearance.  Such matters must be 
carefully thought out.  They also are beyond the scope of the evidence 
presented in this docket.  However, Staff explained why easements would 
not be necessary and ComEd agreed that ComEd has a legal right to 
conduct necessary maintenance and repair work, which would be unsafe 
and inappropriate for most residential customers to perform.  We therefore 
decline to adopt Staff‘s recommendations regarding this issue.   

However, Staff has identified potential safety concerns with ComEd‘s 
present system.  At this time, we adopt ComEd‘s proposal to work jointly 
with Staff to study the issues that Mr. Rockrohr has raised, to encompass 
both the safety and performance of these facilities, as compared to similar 
ComEd-owned facilities and examine the costs, benefits, and potential 
legal and practical obstacles to ComEd attempting to acquire ownership of 
these facilities, with a report to this Commission, prepared by ComEd, that 
shall issue by the end of 2011. 
 
************************************************************************************ 

 
In the event the Commission determines ComEd should study this issue for 

existing installations, Staff recommends the following alternative modification to the last 

paragraph that begins on page 279 of the PO: 
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 However, Staff has identified potential safety concerns with 
ComEd‘s present system.  At this time, we adopt ComEd‘s proposal to 
work jointly with Staff to study the issues that Mr. Rockrohr has raised, to 
ComEd shall provide a report to the Commission by the end of 2011 that 
encompasses both the safety and performance of these residential 
overhead service connection facilities, as compared to similar ComEd-
owned facilities and examine the costs, benefits, and potential legal and 
practical obstacles to ComEd attempting to acquire ownership of these 
facilities, with a report to this Commission, prepared by ComEd, that shall 
issue by the end of 2011.  ComEd‘s report shall be filed with the Chief 
Clerk and identified as responsive to the final order in Docket No. 10-
0467.  The report shall include: (a) the total number of customer-owned 
residential primary service connections on private property, (b) the total 
number of ComEd-owned residential primary service connections on 
private property, (c) the total number of customer-owned non-residential 
primary service connections on private property, (d) the total number of 
ComEd-owned non-residential primary service connections on private 
property, (e) the results from randomly conducted physical inspections of 
at least 10% of the existing customer-owned residential primary service 
connections, including an account of all deteriorated facilities and National 
Electrical Safety Code (NESC) violations, and (f) the results from 
randomly conducted physical inspections of the same number of existing 
ComEd-owned residential primary service connections and non-residential 
primary service connections, including an account of all deteriorated 
facilities and NESC violations. 
 
************************************************************************************ 

 

   b. Limitation of Liability Language 
  8. Rider UF  

9. Notification Regarding Elimination of Self Generation 
Customer Group 

  10. Docket 08-0532 Compliance Issues 
  11. Other Issues 
IX. REVENUES 
 A. Uncontested Issues – Other Revenues – Rate Relief Payment 
 B. Miscellaneous Revenues 
 C. Weather Normalization 
 D. Late Payment Charge Revenues 

 E. New Business Revenue Credit 

 Staff does not take issue with the conclusion for New Business Revenue Credit; 

however, certain edits are needed to clarify that conclusion.  In addition, the Appendix to 

the PO does not appear to revise Staff‘s proposed adjustment on this issue for the 
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additional New Business Projects approved in the PO for the pro forma plant additions.  

Staff‘s Initial Brief is clear that any changes to the Company‘s level of new business 

projects would result in an adjustment to projected new business revenues40.  Staff has 

provided the calculation for this adjustment consistent with the PO‘s conclusion 

regarding New Business Projects on page 17 of Appendix A attached to this BOE.  The 

first paragraph on page 293 of the PO should be revised as follows: 

 We also note that the AG does not appear to have accounted for 
the decline in the Large Commercial and Industrial class customers when 
proffering that the migration from Large Commercial and Industrial to 
Small Commercial and Industrial will have a de minimus effect.  Both the 
AG and ComEd agree that Mr. Effron‘s calculations are incorrect in the 
amount of $49,000.  We decline to concur with the AG‘s contention that 
$49,000 is de minimus.  Also, it is indicia that his calculations here, 
generally, are incorrect.  ComEd‘s adjustment is therefore approved, as 
adjusted for the time period set change to New Business Projects set forth 
herein in the discussion regarding pro forma capital additions and the 
depreciation thereof and on page 17 of Appendix A.     
 
************************************************************************************ 

 
X. OTHER 
 A. RES Service Issues 

 B. UUFR 

 Under the Analysis and Conclusions section on page 297, the PO states: 

* * * 
 

 We decline to require ComEd to move forward with this program on 
an un-funded basis.  Staff cites system improvements as a source of 
possible savings; however, Staff does not indicate that ComEd will save 
the cost of the program ($50 million).  Additionally, while it may be 
possible for ComEd to include the cost of this program in a future rate 
case, requiring ComEd to complete this program, when it is currently not 
funded, does not provide this Commission with assurance that it will be 
completed in a thorough or even competent manner. 
 

                                                 
40

 Staff IB, pp. 152-153. 
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 We additionally note that this is a test program of limited duration 
and it is on a small subset of mainline cables and associated manholes.  It 
does not appear to address the totality of the concerns that Staff has 
expressed.   
 
 However, Staff has articulated a legitimate and serious concern.  
That is, according to Staff, ComEd‘s current maintenance program is but a 
―bare-bones‖ approach.  We additionally note that ComEd has identified 
underground mainline feeder cable system failures as a leading cause of 
customer interruptions.  We conclude that workshops shall be conducted 
for the purpose of developing proactive methods of identifying problems 
with underground mainline feeder cables, with ComEd to report to this 
Commission within nine months from the date of issuance of a final Order 
in this docket.  This report shall include: a) the results of the workshops; 
and b.) what ComEd is doing to proactively identify underground system 
problems before they cause service interruptions.   
 
 

 Staff believes that the first paragraph above appears to be mistaken in its 

account of the evidence in this docket.  Dr. Hemphill testified in this proceeding that the 

benefits of UUFR do not exceed the costs of the program. On the contrary, as Staff 

witness Stutsman pointed out, ComEd witnesses, Dr. Hemphill and Ms. Blaise, testify to 

the opposite – that the benefits of UUFR do exceed the costs – in Docket No. 10-0527 

(the Alt. Reg. case). (Staff Ex. 24.0, pp. 10-11)  

 Next, the PO recognizes that there are problems with ComEd‘s current 

maintenance program and then recommends workshops to commence.  Staff believes 

that the workshops and the report proposed by the PO could further delay 

implementation of this project and could require time and resources to be spent 

investigating problems and their solutions which have already been identified.  Staff also 

recognizes that a more formal proceeding would be required by Section 8-503 and such 

a proceeding could be burdensome as well based upon the Commission‘s most recent 

interpretation of Section 8-503 in the recent North Shore and Peoples Gas rate cases. 

(Order, Docket No. 09-0166/0167 (Cons.), January 21, 2010, p. 194) Accordingly, Staff 
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does not recommend that workshops commence nor does it recommend that a Section 

8-503 proceeding be commenced.  Instead, Staff recommends that the Commission 

encourage ComEd to pursue its UUIR investment in the future and to seek recovery in 

future traditional rate proceedings.   

 Therefore, Staff suggests the following paragraphs to replace the above 

paragraphs on page 297 of the PO: 

 The Commission recognizes the many potential benefits of the 
UUIR41 program.  Notably, the UUIR project will enhance reliability and 
ComEd estimates it could prevent 30,000 to 40,000 customer interruptions 
when complete.  Besides reliability improvements, UUIR would provide 
safety, environmental, and operational benefits and savings which could 
offset any O&M expenses brought about by the implementation of the 
UUIR project until the rates from ComEd‘s next rate case become 
effective.  The Commission rejects ComEd‘s argument that this would be 
an unfunded mandate.  The ability of a utility under traditional regulation to 
recover its reasonable and prudently incurred costs for necessary, used 
and useful investments has been long recognized and, if UUIR is required 
to provide adequate reliability, as the evidentiary record indicates, there is 
no basis for assuming the associated costs will not be recovered from 
ratepayers. 
 
 The Commission agrees that while only a small subset of mainline 
underground cable systems fail, by applying the modern principles of 
reliability centered maintenance to testing, identifying and repairing 
leading or root causes reliability can be substantially improved for ComEd 
customers even with this modest budgeted $45 million project. 
 
 The Commission recognizes that Section 8-503 authorizes the 
Commission to require ComEd to undertake the UUIR project. At the 
same time, however, there are obstacles to what Staff has proposed 
within this docket.  In the Commission‘s view42, the language in Section 8-
503 makes clear that to pursue this action, the Commission will need to 
initiate a new formal proceeding and employ all of our traditional 
processes to arrive at a decision.  A Section 8-503 proceeding could 
become burdensome for both the Commission and the parties in terms of 
the expenditure of time and other resources.  However, as set forth above, 

                                                 
41

 In many parts of this record and in Docket No. 10-0527, the UUIR is also referred to as the UUFR 
(Urban Underground Facility Reinvestment) program or project.  The terms have been used 
interchangeably and refer to the same program or project. 
42

 Order, Docket No. 09-0166/0167 (Cons.), January 21, 2010, p. 194. 



Docket No. 10-0467 
Staff BOE 

 

103 

 

the Commission recognizes the many potential benefits of the UUIR 
program and therefore strongly encourages ComEd to pursue that type of 
investment in the future and to seek recovery in future traditional rate 
proceedings.   
 
************************************************************************************ 

 

 C. Updated Distribution Loss Study  
 D. Meters and Meter Reading    
 E. Competitive Retail Market Development Issues  
 F. New Section 9-250 Investigation of ComEd’s Electric Rate Design  
 G. Other 

XI. TECHNICAL CORRECTIONS 

 

As a technical correction, Staff is including Appendix A to this BOE to reflect 

certain corrections that need to be made to appropriately reflect the conclusions 

contained in the PO.  Staff changes include:  Income Tax Effect of Plant Additions, New 

Business Revenue Credit, Original Cost Determination, Cash Working Capital, and 

Materials and Supplies Inventory, as well as the derivative adjustments that were 

impacted by these changes through the mechanics of the revenue requirement model.  

Those changes are discussed more fully in each of the appropriate sections of this 

BOE.  While presenting this Appendix to reflect corrections, Staff does not abandon its 

opposition to any conclusions contained in the PO. To be clear, Staff‘s proposed 

revenue requirement is set forth in the schedules presented in Appendix A to Staff‘s 

Reply Brief, not in the schedules attached to this Brief on Exceptions. The schedules 

attached to this Brief on Exceptions are presented in the interest of clarity given the 

complexity and interaction of the calculations involved in presenting the technical 

corrections. 

Additionally, some of the headings used in the PO describe ―Potentially 

Uncontested‖ or ―Potentially Contested‖ issues.  Staff recommends that Potentially be 
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removed from these respective subheadings and the issues that are not contested be 

moved to the uncontested sections of the PO.  Also, in the Table of Contents, under 

Section III. Rate Base, C. Potentially Contested Issues, the subheadings are 

misnumbered.  Additionally, under Section VI. Cost of Service and Allocation Issues, C. 

Potentially Contested Issues, 1. Embedded Cost of Service Study Issues, the 

subheadings and corresponding PO sections are misnumbered (a subsection e. is 

missing). 

Another correction needs to be made to the first paragraph under Staff‘s position 

on page 12 of the PO and should be revised as follows: 

 Staff states that this Commission should approve only those 
investment in plant projects that are in service by December 31, 2010.  
Staff points out that ComEd filed a historical test year that ended on 
December 31, 2009.  83 Ill. Adm. Code 287.40, which is entitled ―Pro 
Forma Adjustments to Historical Test Year Data,‖ sets forth the criteria 
that apply to a general rate increase.  It provides that, for historical test 
years, pro forma adjustments must may be made for all of the known and 
measurable changes in the operating results of the test year.  ―Known‖ 
adjustments, Staff states, are defined therein as those that ―occurred 
during the selected historical test year, or are reasonably certain to occur 
subsequent to the historical test year within 12 months after the filing date 
of the tariffs.‖  (83 Ill. Adm. Code 287.40).   

  

 On page 300 of the PO, FINDING (13) states that the approved tariffs ―should 

reflect an effective date not less than thirty (30) days after the date of filing.‖  This 

language would make the approved tariffs effective approximately 12 months after the 

Company‘s initial filing, contrary to Sec. 9-201 of the Act which allows suspended tariffs 

to become effective approximately 11 months after the utility‘s initial filing of such tariffs. 

 Therefore, Staff recommends that FINDING (13) be revised to state as follows: 

                 
(13) new tariff sheets authorized to be filed 

by this order should reflect an effective 
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date consistent with the requirements of 
Section 9-201(b) as amended. 

 

 On page 287 of the PO, the narrative under the section entitled Docket No. 08-

0532 Compliance Issues should read, ―See, Section VI C 1 (b)(1) herein, entitled 

―Appropriate Methodology/Compliance with Docket No. 08-0532.‖ 

XII. CONCLUSION 

 
 WHEREFORE, for all of the following reasons, Staff respectfully requests that the 

Commission‘s order in this proceeding reflect all of Staff‘s recommendations regarding 

the Company‘s request for a general increase in electric rates. 

 

April 13, 2011     Respectfully submitted,    

John C. Feeley 
Jennifer L. Lin 
Megan C. McNeill 
 
Office of General Counsel 

       Illinois Commerce Commission 
       160 North LaSalle Street 
       Suite C-800 
       Chicago, Illinois  60601 
       (312) 793-2877 
 
       Counsel for the Staff of the 
       Illinois Commerce Commission 
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Company

Rebuttal Company

Pro Forma Rebuttal Gross Proposed Adjustment Operating

Jurisdictional Adjustments Pro Forma Proposed Revenue Rates With To Statement

Line Operating Income (Appendix A Present Increase Conversion Adjustments Proposed per Order

No. Description (Ex. 29.1, Sch. C-1) page 5) (Cols. b+c) (Ex. 29.1, Sch. C-1) Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Operating Revenues 1,941,094$              -                              1,941,094$        353,912$                      7,859$              2,302,865$       (195,581)$         2,107,284$       

2 Other Revenues 106,226                   (1,229)                     104,997             -                                    -                        104,997            -                        104,997            

3 -                               -                              -                         -                                    -                        -                        -                        -                        

4 -                               -                              -                         -                                    -                        -                        -                        -                        

5 Total Operating Revenue 2,047,320                (1,229)                     2,046,091          353,912                        7,859                2,407,862         (195,581)           2,212,281         

6 Uncollectibles Expense 29,864                     (17)                          29,847               5,530                            (574)                  34,803              (2,679)               32,124              

7 Distribution 313,962                   (4,763)                     309,199             -                                    -                        309,199            -                        309,199            

8 Customer Accounts 159,886                   (2,142)                     157,744             -                                    -                        157,744            -                        157,744            

9 Customer Services and Informational Services 9,016                       (213)                        8,803                 -                                    -                        8,803                -                        8,803                

10 Sales -                               -                              -                         -                                    -                        -                        -                        -                        

11 Administrative and General 343,523                   (3,899)                     339,624             -                                    -                        339,624            -                        339,624            

12 Depreciation and Amortization 405,509                   (18,405)                   387,104             -                                    -                        387,104            -                        387,104            

13 Taxes Other Than Income 147,571                   (530)                        147,041             -                                    -                        147,041            -                        147,041            

14 Regulatory Debits 39,215                     (380)                        38,835               -                                    -                        38,835              -                        38,835              

15 -                               -                              -                         -                                    -                        -                        -                        -                        

16 -                               -                              -                         -                                    -                        -                        -                        -                        

17 Total Operating Expense

18      Before Income Taxes 1,448,546                (30,349)                   1,418,197          5,530                            (574)                  1,423,153         (2,679)               1,420,474         

19 State Income Tax (4,466)                      (5,349)                     (9,815)                25,432                          8,466                24,083              (18,326)             5,757                

20 Federal Income Tax (92,387)                    (12,876)                   (105,263)            113,050                        (33)                    7,754                (61,102)             (53,348)             

21 Deferred Taxes and ITCs Net 226,881                   48,376                    275,257             -                                    -                        275,257            -                        275,257            

22 Total Operating Expenses 1,578,574                (198)                        1,578,376          144,012                        7,859                1,730,247         (82,107)             1,648,140         

23 NET OPERATING INCOME 468,746$                 (1,031)                     467,715$           209,900$                      -$                  677,615$          (113,474)$         564,141$          

24 Rate Base (Appendix A, p. 6) 6,629,172$       

25 Overall Rate of Return 8.51%

26 Revenue Change (column (i), line 5 minus column (b), line 5) 164,961$          

27 Percentage Revenue Change (column (i), line 26 divided by column (d), line 5) 8.06%

Statement of Operating Income with Adjustments
For the Test Year Ending  December 31, 2009

(In Thousands)

Commonwealth Edison Company
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Pro Forma Revenues

Interest Plant Intangible PORCB Reallocation Miscellaneous for New Subtotal

Synchronization Additions Plant Adjustment of G&I Plant Fees Business Operating

Line (Appendix A (Appendix A Amortization (Staff Ex. 16.0 (Staff Ex. 16.0 (Staff RB (Appendix A Statement

No. Description page 9) page 10) (Per Order) Sch. 16.10) Sch. 16.12) App A p. 19) page 17) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Operating Revenues -$                       -$                  -$                     -$                     -$                  -$                  -$                  

2 Other Revenues -                             -                       -                           -                           (1,045)               (184)                  (1,229)               

3 -                                                                             -                             -                            -                       -                           -                           -                       -                       -                       

4 -                                                                             -                             -                            -                       -                           -                           -                       -                       -                       

5 Total Operating Revenue -                             -                            -                       -                           -                           (1,045)               (184)                  (1,229)               

6 Uncollectibles Expense -                             -                            -                       -                           -                           (14)                    (3)                     (17)                    

7 Distribution -                             -                            -                       -                           -                           -                       -                       -                       

8 Customer Accounts -                             -                            -                       -                           -                           -                       -                       -                       

9 Customer Services and Informational Services -                             -                            -                       -                           -                           -                       -                       -                       

10 Sales -                             -                            -                       -                           -                           -                       -                       -                       

11 Administrative and General -                             -                            -                       -                           -                           -                       -                       -                       

12 Depreciation and Amortization -                             (10,161)                  (4,987)               (2,611)                  (619)                     -                       -                       (18,378)             

13 Taxes Other Than Income -                             -                            -                       -                           -                           -                       -                       -                       

14 Regulatory Debits -                             -                            -                       -                           -                       -                       -                       

15 -                                                                             -                             -                            -                       -                           -                           -                       -                       -                       

16 -                                                                             -                             -                            -                       -                           -                           -                       -                       -                       

17 Total Operating Expense

18      Before Income Taxes -                             (10,161)                  (4,987)               (2,611)                  (619)                     (14)                    (3)                     (18,395)             

19 State Income Tax 3,087                     (8,891)                    474                   248                      59                        (98)                    (17)                    (5,138)               

20 Federal Income Tax 10,292                   (29,644)                  1,580                827                      196                      (327)                  (57)                    (17,133)             

21 Deferred Taxes and ITCs Net -                             42,720                   -                       -                           -                           -                       -                       42,720              

22 Total Operating Expenses 13,379                   (5,976)                    (2,933)               (1,536)                  (364)                     (439)                  (77)                    2,054                

23 NET OPERATING INCOME (13,379)$                5,976$                   2,933$              1,536$                 364$                    (606)$                (107)$                (3,283)$             

Commonwealth Edison Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2009

(In Thousands)



10-0467

Staff BOE

Appendix A

Page 3 of 20

Reduce Reduce 

Subtotal Rate Case 2010 Wage Incentive Subtotal

Operating Expense and Salary Compensation Operating

Line Statement (Appendix A (Staff Ex. 18.0 (Staff Ex. 18.0 Statement

No. Description Adjustments page 19) (Source) (Source) Sch. 18.03) Sch. 18.04, p 3) (Source) Adjustments

(a) (j) (k) (l) (m) (n) (p) (p) (q)

1 Operating Revenues -$                  -$                  -$                    -$                    -$                     -$                         -$                  -$                  

2 Other Revenues (1,229)               -                       -                         -                          -                           -                               -                       (1,229)               

3 -                                                                             -                       -                       -                         -                          -                           -                               -                       -                       

4 -                                                                             -                       -                       -                         -                          -                           -                               -                       -                       

5 Total Operating Revenue (1,229)               -                       -                         -                          -                           -                               -                       (1,229)               

6 Uncollectibles Expense (17)                    -                       -                         -                          -                           -                               -                       (17)                    

7 Distribution -                       -                       -                         -                          (2,978)                  (1,764)                      -                       (4,742)               

8 Customer Accounts -                       -                       -                         -                          (2,106)                  -                               -                       (2,106)               

9 Customer Services and Informational Services -                       -                       -                         -                          (72)                       -                               -                       (72)                    

10 Sales -                       -                       -                         -                          -                           -                               -                       -                       

11 Administrative and General -                       -                       -                         -                          (518)                     (359)                         -                       (877)                  

12 Depreciation and Amortization (18,378)             -                       -                         -                          -                           (27)                           -                       (18,405)             

13 Taxes Other Than Income -                       -                       -                         -                          (530)                     -                               -                       (530)                  

14 Regulatory Debits -                       (380)                  -                         -                          -                           -                               -                       (380)                  

15 -                                                                             -                       -                       -                         -                          -                           -                               -                       -                       

16 -                                                                             -                       -                       -                         -                          -                           -                               -                       -                       

17 Total Operating Expense

18      Before Income Taxes (18,395)             (380)                  -                         -                          (6,204)                  (2,150)                      -                       (27,129)             

19 State Income Tax (5,138)               36                     -                         -                          589                      204                          -                       (4,309)               

20 Federal Income Tax (17,133)             120                   -                         -                          1,965                   681                          -                       (14,367)             

21 Deferred Taxes and ITCs Net 42,720              -                       -                         -                          -                           -                               -                       42,720              

22 Total Operating Expenses 2,054                (224)                  -                         -                          (3,650)                  (1,265)                      -                       (3,085)               

23 NET OPERATING INCOME (3,283)$             224$                 -$                    -$                    3,650$                 1,265$                     -$                  1,856$              

Commonwealth Edison Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2009

(In Thousands)
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Subtotal Interest on Subtotal

Operating Perquisites Customer Charitable Operating

Line Statement and Awards Deposits Contributions Statement

No. Description Adjustments (Per Order) (Source) (Per Order) (Per Order) (Source) (Source) Adjustments

(a) (r) (s) (t) (u) (v) (w) (x) (y)

1 Operating Revenues -$                   -$                               -$                      -$                        -$                       -$                         -$                     -$                   

2 Other Revenues (1,229)                -                                     -                             -                              -                             -                                -                           (1,229)                

3 -                                                                                  -                         -                                     -                             -                              -                             -                                -                           -                         

4 -                                                                                  -                         -                                     -                             -                              -                             -                                -                           -                         

5 Total Operating Revenue (1,229)                -                                     -                             -                              -                             -                                -                           (1,229)                

6 Uncollectibles Expense (17)                     -                                     -                             -                              -                             -                                -                           (17)                     

7 Distribution (4,742)                (21)                                 -                             -                              -                             -                                -                           (4,763)                

8 Customer Accounts (2,106)                (36)                                 -                             -                              -                             -                                -                           (2,142)                

9 Customer Services and Informational Services (72)                     (131)                               -                             -                              -                             -                                -                           (203)                   

10 Sales -                         -                                     -                             -                              -                             -                                -                           -                         

11 Administrative and General (877)                   (1,204)                            -                             623                         (190)                       -                                -                           (1,648)                

12 Depreciation and Amortization (18,405)             -                                     -                             -                              -                             -                                -                           (18,405)             

13 Taxes Other Than Income (530)                   -                                     -                             -                              -                             -                                -                           (530)                   

14 Regulatory Debits (380)                   -                             -                              -                             -                                -                           (380)                   

15 -                                                                                  -                         -                                     -                             -                              -                             -                                -                           -                         

16 -                                                                                  -                         -                                     -                             -                              -                             -                                -                           -                         

17 Total Operating Expense

18      Before Income Taxes (27,129)             (1,392)                            -                             623                         (190)                       -                                -                           (28,088)             

19 State Income Tax (4,309)                132                                -                             (59)                          18                          -                                -                           (4,218)                

20 Federal Income Tax (14,367)             441                                -                             (197)                        60                          -                                -                           (14,063)             

21 Deferred Taxes and ITCs Net 42,720               -                                     -                             -                              -                             -                                -                           42,720               

22 Total Operating Expenses (3,085)                (819)                               -                             367                         (112)                       -                                -                           (3,649)                

23 NET OPERATING INCOME 1,856$               819$                              -$                      (367)$                      112$                      -$                         -$                     2,420$               

Commonwealth Edison Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2009

(In Thousands)
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Professional

Subtotal Sporting Activity Photovoltaic State Tax Total

Operating Expense Pilot Costs Legal Fees Adjustment Operating

Line Statement (Staff RB (Staff Ex. 19.0 (AG/CUB (Staff RB Statement

No. Description Adjustments App A p. 22) (Source) Sch 19.07) Ex. 2.1, p. 11) App A, p. 21) (Source) Adjustments

(a) (z) (aa) (ab) (ac) (ad) (ae) (af) (ag)

1 Operating Revenues -$                  -$                  -$                  -$                  -$                   -$                       -$                  -$                  

2 Other Revenues (1,229)               -                        -                        -                        -                         -                             -                        (1,229)               

3 -                                                                                -                        -                        -                        -                        -                         -                             -                        -                        

4 -                                                                                -                        -                        -                        -                        -                         -                             -                        -                        

5 Total Operating Revenue (1,229)               -                        -                        -                        -                         -                             -                        (1,229)               

6 Uncollectibles Expense (17)                    -                        -                        -                        -                         -                             -                        (17)                    

7 Distribution (4,763)               -                        -                        -                        -                         (4,763)               

8 Customer Accounts (2,142)               -                        -                        -                        -                         (2,142)               

9 Customer Services and Informational Services (203)                  -                        -                        (10)                    -                         -                             -                        (213)                  

10 Sales -                        -                        -                        -                        -                         -                             -                        -                        

11 Administrative and General (1,648)               (64)                    -                        -                        (2,187)                -                        (3,899)               

12 Depreciation and Amortization (18,405)             -                        -                        -                         -                             -                        (18,405)             

13 Taxes Other Than Income (530)                  -                        -                        -                        -                         -                             -                        (530)                  

14 Regulatory Debits (380)                  -                        -                        -                        -                        (380)                  

15 -                                                                                -                        -                        -                        -                        -                         -                             -                        -                        

16 -                                                                                -                        -                        -                        -                        -                         -                             -                        -                        

17 Total Operating Expense

18      Before Income Taxes (28,088)             (64)                    -                        (10)                    (2,187)                -                             -                        (30,349)             

19 State Income Tax (4,218)               6                       -                        1                       208                     (1,346)                    -                        (5,349)               

20 Federal Income Tax (14,063)             20                     -                        3                       693                     471                        -                        (12,876)             

21 Deferred Taxes and ITCs Net 42,720              -                        -                        -                        -                         5,656                     -                        48,376              

22 Total Operating Expenses (3,649)               (38)                    -                        (6)                      (1,286)                4,781                     -                        (198)                  

23 NET OPERATING INCOME 2,420$              38$                   -$                  6$                     1,286$                (4,781)$                  -$                  (1,031)$             

Commonwealth Edison Company
Adjustments to Operating Income

For the Test Year Ending  December 31, 2009

(In Thousands)
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Company

Rebuttal

Pro Forma

Jurisdictional Adjustments Approved

Line Rate Base (Appendix A Rate Base

No. Description (Ex. 29.1 Sch. B-1) Page 8) (Col. b+c)

(a) (b) (c) (d)

1 Gross Utility Plant 14,758,892$                    (335,470)$              14,423,422$     

2 Accumulated Provision for Depreciation and Amortization (5,297,269)                       (396,748)                (5,694,017)        

3 -                                                                                                          -                                      -                             -                        

4 Net Plant 9,461,623                        (732,218)                8,729,405         

5 Additions to Rate Base

6 Materials and Supplies 26,586                             (1,823)                    24,763              

7 Construction Work in Progress 12,591                             -                             12,591              

8 Regulatory Assets 11,040                             -                             11,040              

9 Deferred Debits 98,463                             (2,722)                    95,741              

10 Cash Working Capital 89,703                             (8,818)                    80,885              

11 -                                                                                                          -                                      -                             -                        

12 Deductions From Rate Base

13 Accumulated Deferred Income Taxes (1,718,643)                       (102,531)                (1,821,174)        

14 Non-Pension Post Retirement Benefit Obligations -                                      -                             -                        

15 Other Accumulated Provisions for Pensions and Benefits -                                      -                             -                        

16 Accumulated Provision for Injuries and Damages -                                      -                             -                        

17 Accumulated Misc. Operating Provisions (306,818)                          -                             (306,818)           

18 Asset Retirement Obligation (18,750)                            -                             (18,750)             

19 Other Deferred Credits (11,665)                            -                             (11,665)             

20 Customer Advances (42,273)                            -                             (42,273)             

21 Customer Deposits (44,548)                            (80,024)                  (124,572)           

22 -                                      -                             -                        

23 Rate Base 7,557,309$                      (928,137)$              6,629,172$       

Commonwealth Edison Company
Rate Base

For the Test Year Ending  December 31, 2009

(In Thousands)
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Pro Forma

Plant PORCB Reallocation Cash Working

Additions Adjustment of G&I Plant Capital Subtotal

Line (Appendix A (Staff Ex. 16.0 (Staff Ex. 16.0 (Appendix A Rate Base

No. Description page 10) (Source) Sch. 16.10) (Source) Sch. 16.12) (Source) page 14) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Gross Utility Plant (307,119)$              -$                  (11,691)$              -$                  (15,693)$              -$                  -$                     (334,503)$         

2 Accumulated Provision for Depreciation and Amortization (399,395)                -                        2,338                    -                        282                       -                        -                           (396,775)           

3 -                                                                                                -                             -                        -                           -                        -                           -                        -                           -                        

4 Net Plant (706,514)                -                        (9,353)                  -                        (15,411)                -                        -                           (731,278)           

-                                                                                                

5 Additions to Rate Base

6 Materials and Supplies -                             -                        -                           -                        -                           -                        -                           -                        

7 Construction Work in Progress -                             -                        -                           -                        -                           -                        -                           -                        

8 Regulatory Assets -                             -                        -                           -                        -                           -                        -                           -                        

9 Deferred Debits -                             -                        (2,722)                  -                           -                        -                           (2,722)               

10 Cash Working Capital -                             -                        -                           -                        -                           -                        (8,818)                  (8,818)               (8,818)   

11 -                                                                                                -                             -                        -                           -                        -                           -                        -                           -                        

12 Deductions From Rate Base -                             -                        -                           -                        -                           -                        -                           -                        

13 Accumulated Deferred Income Taxes (103,149)                -                        618                       -                        -                           -                        -                           (102,531)           

14 Non-Pension Post Retirement Benefit Obligations -                             -                        -                           -                        -                           -                        -                           -                        

15 Other Accumulated Provisions for Pensions and Benefits -                             -                        -                           -                        -                           -                        -                           -                        

16 Accumulated Provision for Injuries and Damages -                             -                        -                           -                        -                           -                        -                           -                        

17 Accumulated Misc. Operating Provisions -                             -                        -                           -                        -                           -                        -                           -                        

18 Asset Retirement Obligation -                             -                        -                           -                        -                           -                        -                           -                        

19 Other Deferred Credits -                             -                        -                           -                        -                           -                        -                           -                        

20 Customer Advances -                             -                        -                           -                        -                           -                        -                           -                        

21 Customer Deposits -                             -                        -                           -                        -                           -                        -                           -                        

22 -                                                                                                -                             -                        -                           -                        -                           -                        -                           -                        

23 Rate Base (809,663)$              -$                  (11,457)$              -$                  (15,411)$              -$                  (8,818)$                (845,349)$         

(In Thousands)

Adjustments to Rate Base

Commonwealth Edison Company

For the Test Year Ending  December 31, 2009
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Reduce Professional

Incentive Perquisites Sporting Activity Materials &

Subtotal Compensation and Awards Expense Supplies Customer Total

Line Rate Base (Staff Ex. 18.0 (Staff Ex. 18.0 (Staff RB (Appendix A Deposits Rate Base

No. Description Adjustments Sch. 18.04) Sch. 18.05) App A p. 22) page 18) (Per Order) (Source) Adjustments

(a) (j) (k) (l) (m) (n) (o) (p) (q)

1 Gross Utility Plant (334,503)$         (896)$                     (62)$                   (9)$                       -$                     -$                    -$                  (335,470)$         

2 Accumulated Provision for Depreciation and Amortization (396,775)           27                          -                           -                           -                          -                        (396,748)           

3 -                                                                                                -                        -                             -                         -                           -                           -                          -                        -                        

4 Net Plant (731,278)           (869)                       (62)                     (9)                         -                           -                          -                        (732,218)           

-                                                                                                

5 Additions to Rate Base -                        

6 Materials and Supplies -                        -                         (1,823)                  -                          -                        (1,823)               

7 Construction Work in Progress -                        -                             -                         -                           -                           -                          -                        -                        

8 Regulatory Assets -                        -                         -                           -                           -                          -                        -                        

9 Deferred Debits (2,722)               -                             -                         -                           -                           -                          -                        (2,722)               

10 Cash Working Capital (8,818)               -                             -                         -                           -                           -                          -                        (8,818)               

11 -                                                                                                -                        -                             -                         -                           -                           -                          -                        -                        

12 Deductions From Rate Base -                        -                             -                         -                           -                           -                          -                        -                        

13 Accumulated Deferred Income Taxes (102,531)           -                             -                           -                           -                          (102,531)           

14 Non-Pension Post Retirement Benefit Obligations -                        -                             -                         -                           -                           -                          -                        -                        

15 Other Accumulated Provisions for Pensions and Benefits -                        -                             -                         -                           -                           -                          -                        -                        

16 Accumulated Provision for Injuries and Damages -                        -                             -                         -                           -                           -                          -                        -                        

17 Accumulated Misc. Operating Provisions -                        -                             -                         -                           -                           -                          -                        -                        

18 Asset Retirement Obligation -                        -                             -                         -                           -                           -                          -                        -                        

19 Other Deferred Credits -                        -                             -                         -                           -                           -                          -                        -                        

20 Customer Advances -                        -                             -                         -                           -                           -                          -                        -                        

21 Customer Deposits -                        -                             -                           (80,024)               -                        (80,024)             

22 -                                                                                                -                        -                             -                         -                           -                           -                          -                        -                        

23 Rate Base (845,349)$         (869)$                     (62)$                   (9)$                       (1,823)$                (80,024)$             -$                  (928,137)$         

(In Thousands)

Adjustments to Rate Base

Commonwealth Edison Company

For the Test Year Ending  December 31, 2009
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Line

No. Amount

(b)

1 Rate Base 6,629,172$       
(1)

2 Weighted Cost of Debt 3.55%
(2)

3 Synchronized Interest Per Order 235,037            

4 Company Interest Expense 267,529            
(3)

5 Increase (Decrease) in Interest Expense (32,492)             

6 Increase (Decrease) in State Income Tax Expense

7      at 9.500% 3,087$              

8 Increase (Decrease) in Federal Income Tax Expense

9      at 35.000% 10,292$            

(1) Source:  Appendix A, p. 6

(2) Source:  Per Order

(3) Source:  Company Exhibit 29.1, Schedule C-5.4  page 2, line 3

Description

(a)

Commonwealth Edison Company

Interest Synchronization Adjustment
For the Test Year Ending  December 31, 2009

(In Thousands)
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Line

No. Amount Source

(b) (c)

1 Pro Forma Plant Additions per Staff 723,473$       Page 11 line 2 

2 Pro Forma Plant Additions per Company 1,030,592      Page 11 line 3

3 Staff Proposed Adjustment (307,119)$      Line 1 minus Line 2

4 Accumulated Depreciation per Staff (369,518)$      Page 11 line 6 plus page 13 line 1 

5 Accumulated Depreciation per Company 29,877           Page 11 line 7 plus page 13 line 2

6 Staff Proposed Adjustment (399,395)$      Line 4 minus Line 5

7 ADIT per Staff (228,106)$      Page 11 line 10 plus page 13 line 4

8 ADIT per Company (124,957)        Page 11 line 11 plus page 13 line 5

9 Staff Proposed Adjustment-Admin. & General Expense (103,149)$      Line 7 minus Line 8

10 Depreciation Expense per Staff 29,554$         Page 11 line 14

11 Depreciation Expense per Company 39,715           Page 11 line 15

12 Staff Proposed Adjustment (10,161)$        Line 10 minus Line 11

Income Tax Effects of Above Adjustments: 

13 State Income Taxes per Staff (42,533)$        Page 12 line 14

14 State Income Taxes per Company (33,642)          = ($39,715 + ($124,964/41.175%)) * 9.5% *-1

15 Staff Proposed Adjustment (8,891)$          Line 13 minus line 14

16 Federal Income Taxes per Staff (141,815)$      Page 12 line 15

17 Federal Income Taxes per Company (112,171)        = ($39,715 + ($124,964/41.175%)) * 31.675% *-1

18 Staff Proposed Adjustment (29,644)$        Line 16 minus line 17

19 Deferred Income Taxes 172,180$       Page 12 line 16

20 Deferred Income Taxes per Company 129,460         =124,964/.39745%*41.1755%

21 Staff Proposed Adjustment 42,720$         Line 19 minus line 20

Description

(a)

For the Test Year Ending  December 31, 2009

Commonwealth Edison Company

Pro Forma Plant Adjustment

(In Thousands)
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Line

No. Amount Source

(b) (c)

1 2010 Pro Forma Plant Additions per Staff 656,622$     (2)

2 2011 Pro Forma Plant Additions per Order 66,851         723,473         

3 Pro Forma Plant Additions per Company 1,030,592      (1)

4 Staff Proposed Adjustment (307,119)$      Line 3 minus Line 4

5 2010 Accumulated Depreciation per Staff 19,406$       (2)

6 2011 Accumulated Depreciation per Order (444)             18,962           

7 Accumulated Depreciation per Company 29,877           (1)

8 Staff Proposed Adjustment (10,915)$        Line 6 minus Line 7

9 2010 ADIT per Staff (159,507)$    (2)

10 2011 ADIT per Order (12,673)        (172,180)        

11 ADIT per Company (124,957)        (1)

12 Staff Proposed Adjustment-Admin. & General Expense (47,223)$        Line 10 minus Line 11

13 2010 Depreciation Expense per Staff 28,010$       (2)

14 2011 Depreciation Expense per Order 1,544           29,554           

15 Depreciation Expense per Company 39,715           (1)

16 Staff Proposed Adjustment (10,161)$        Line 14 minus Line 15

(1) Source:  ComEd Ex. 29.2, Workpaper WPB-2.1a

(2) Source: Staff IB Appendix B, p. 1.

(In Thousands)

Description

(a)

Commonwealth Edison Company

Pro Forma Plant Adjustment

For the Test Year Ending  December 31, 2009
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Projects 

Reasonably 

Line Expected to be Supporting

No. Description Placed In Service (1) Schedule

(A) (B) (F)

1 Depreciation Class: 

2 Distribution Projects 547,201$               Staff Initial Brief, Appendix B page 1

3 General Plant Projects 44,930                   Staff Initial Brief, Appendix B page 1

4 Intangible Plant Projects 64,491                   Staff Initial Brief, Appendix B page 1

5 New Projects per Order 66,851                   Page 11, line 2

6 Project Cost Expected to be Placed In-Service 723,473$               

7 Depreciation Expense:

8 Distribution Projects 12,640$                 Staff Initial Brief, Appendix B page 1

9 General Plant Projects 2,472                     Staff Initial Brief, Appendix B page 1

10 Intangible Plant Projects 12,898                   Staff Initial Brief, Appendix B page 1

11 New Projects per Order 1,544                     Page 11, line 14

12 Total Depreciation Expense 29,554$                 

13 Income Tax Effects of Above Adjustments: 

14 State Income Taxes (1) (42,533)$                Formula from ComEd Ex. 55.1, Schedule C-2.7, line 12

15 Federal Income Taxes (1) (141,815)                Formula from ComEd Ex. 55.1, Schedule C-2.7, line 13

16 Deferred Income Taxes 172,180                    Staff Initial Brief, Appendix B page 1 plus page 11, line 10

17 (12,168)$                

Note:

(1) Formula adjusted to reflect change in State Tax Rate.

(In Thousands)

Commonwealth Edison Company

Income Effect of Plant Additions
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Line

No. Description Amount Source

(a) (b) (c)

1 Increased Accumulated Depreciation per Staff (388,480)$     (1)

2 Increased Accumulated Depreciation per Company filing -                    

3 Staff Proposed Adjustment (388,480)$     Line 1 minus Line 2

4 Increased ADIT per Staff (55,926)$       (2)

5 Increased ADIT per Company filing -                    

6 Staff Proposed Adjustment (55,926)$       Line 4 minus Line 5

(1) Source:  Company response to Staff data request TEE 2.01, Corrected, Attach 1 (582,720*.667)

(2) Source:  Company response to Staff data request TEE 2.01, Corrected, Attach 2 (83,889*.667)

For the Test Year Ending  December 31, 2009

Pro Forma Plant Adjustment

Commonwealth Edison Company

(In Thousands)
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CWC Column C

Line Item Amount Lag (Lead) CWC Factor Requirement Source

(a) (b) (c) (d) (e) (f)

(c/365) (b*d)

1 Revenues 1,425,117$            54.470 0.14923 212,674$                    Appendix A, p. 15, column b, line 7

Collections of  Pass-through Taxes:

2 Energy Assistance/Renewable Energy 40,584                    0.00000 0.00000 -                                   ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 34

3 Gross Receipts/Muni Utility Tax 209,867                 0.00000 0.00000 -                                   ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 35

4 Illinois Excise Tax 251,725                 39.260 0.10756 27,076                        ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 36

5 City of Chicago Infrastrastructure Maintenance Fee 87,942                    39.260 0.10756 9,459                           ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 37

6 Total Receipts 2,015,235$            249,209                      Lines 1 through 5

7 Base Payroll and Withholdings 262,457$               (14.640) (0.04011) (10,527)                       Appendix A, p. 16, Column b, Line 8

8 Employee Benefits - Pension & OPEB 186,231                 0.000 0.00000 -                                   Appendix A, p. 16, Column b, Line 15

9 Employee Benefits - Amort. Of Sever. 0.000 0.00000 -                                   

10 Employee Benefits - Other 42,127                    (5.120) (0.01403) (591)                            ComEd Ex. 55.1, Schedule B-8, Page 1, Column E, Line 12

11 Inter-Company billings - Less Pass-throughs 99,668                    (45.350) (0.12425) (12,383)                       Appendix A, p. 15, Column b, Line 12

12 Inter-Company billings - Pass-throughs 45,911                    (45.350) (0.12425) (5,704)                         Appendix A, p. 15, Column b, Line 13

13 Property Leases 25,645                    (7.820) (0.02142) (549)                            ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 15

14 Other Operations and Maintenance Expenses 195,458                 (64.340) (0.17627) (34,454)                       Appendix A, p. 15, Column b, Line 21

15 Property/Real Estate Tax 12,124                    (383.960) (1.05195) (12,754)                       Company Schedule C-18, Page 1, Column C, Line 5

16 FICA Tax 18,559                    (14.640) (0.04011) (744)                            Appendix A, p. 16, Column b, Line 12

17 Federal Unemployment Tax 172                         (75.630) (0.20721) (36)                              ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 19

18 State Unemployment Tax 337                         (75.630) (0.20721) (70)                              ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 20

19 Electricity Distribution Tax 108,759                 (29.630) (0.08118) (8,829)                         

20 State Franchise Tax 1,728                      (177.500) (0.48630) (840)                            

21 City of Chicago Dark Fiber Tax 83                           (75.630) (0.20721) (17)                              

22 State Public Utility Fund Tax 3,848                      (6.520) (0.01786) (69)                              

23 Illinois Sales and Use Tax 385                         (45.130) (0.12364) (48)                              

24 Chicago Sales and Use Tax 293                         (30.290) (0.08299) (24)                              

25 Interest Expense 235,037                 (91.020) (0.24937) (58,611)                       

26 State Income Tax 5,757                      (37.880) (0.10378) (597)                            

27 Federal Income Tax (53,348)                  (37.880) (0.10378) 5,536                           

Payments of Pass-through Taxes

28      Energy Assistance/Renewable Energy 40,584                    (35.210) (0.09647) (3,915)                         

29      Gross Receipts/Municipal Utility Tax 209,867                 (44.210) (0.12112) (25,420)                       

30      Illinois Excise Tax 251,725                 13.300 0.03644 9,172                           

31      City of Chicago Infrastructure Maintenance Fee 87,942                    (28.430) (0.07789) (6,850)                         

32 Total Outlays 1,518,892$            (168,324)$                   

33 Cash Working Capital per Order 80,885$                      

34 Cash Working Capital per Company 89,703                        

35 Adjustment per Order (8,818)$                       Line 33 minus Line 34

ComEd Ex. 29.1, Schedule B-8, Page 1, Column H, Line 46

Appendix A, p. 9, Column b, Line 3

Appendix A, p. 1, Column i, Line 19

Appendix A, p. 1, Column i, Line 20

Line 6 plus line 32

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 42

Sum of Lines 7 through 31

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 43

Company Schedule C-18, Page 1, Column C, Line 10

Company Schedule C-18, Page 1, Column C, Lines 12 + 14

Company Schedule C-18, Page 1, Column C, Line 9

Company Schedule C-18, Page 1, Column C, Line 7

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 41

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 40

Commonwealth Edison Company
Adjustment to Cash Working Capital

For the Test Year Ending  December 31, 2009

(In Thousands)

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 21

Company Schedule C-18, Page 1, Column C, Line 11
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Line Amount Source

(a) (b) (c)

1 Total Operating Revenues 2,212,281$             

2 Purchased Power -                          

3 Uncollectible Accounts (32,124)                   

4 Depreciation & Amortization (387,104)                 

5 Return on Equity (329,101)                 

6 Regulatory Debits (38,835)                   

7 Total Revenues for CWC calculation 1,425,117$             

8 Total Rate Base 6,629,172$             

9 Weighted Cost of Capital 4.96%

10 Return on Equity 329,101$                

11 Operating Expense Before Income Taxes 1,420,474$             

12 Intercompany billings - Less Pass-throughs (99,668)                   

13 Intercompany billings - Pass-throughs (45,911)                   

14 Employee Benefits Expense (186,231)                 

15 Payroll Expense (262,457)                 

16 Uncollectible Accounts (32,124)                   

17 Depreciation & Amortization (387,104)                 

18 Property Leases (25,645)                   

19 Regulatory Debits (38,835)                   

20 Taxes Other Than Income (147,041)                 

21 Other Operations & Maintenance for CWC Calculation 195,458$                

Line 19 below

Appendix A, p. 1, Column i, Line 5

Commonwealth Edison Company

Adjustment to Cash Working Capital
For the Test Year Ending  December 31, 2009

(In Thousands)

Appendix A, p. 1, Column i, Line 6

Appendix A, p. 1, Column i, Line 12

Line 10 below

Sum of Lines 1 through 6

Appendix A, p. 1, Column i, Line 13

Appendix A, p. 1, Column i, Line 14

ComEd Ex. 29.1, Schedule B-8, Page 1, Column (E), Line 13

ComEd Ex. 29.1, Schedule B-8, Page 1, Column E, Line 15

Appendix A, p. 6, Column d, Line 23

Per Order

Line 8 times Line 9

ComEd Ex. 29.1, Schedule B-8, Page 1, Column (E), Line 14

Sum of Lines 11 through 20

Appendix A, p. 1, Column i, Line 18

Appendix A, p. 16, Column b, Line 15

Appendix A, p. 16, Column b, Line 8

Appendix A, p. 1, Column i, Line 6

Appendix A, p. 1, Column i, Line 12
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Line Description Amount Source

(a) (b) (c)

1 Direct O & M Payroll per Company 299,076$              Schedule C-11.1, Page 1, line 8, column (B)

2 less:  Power Production payroll (1,090)                   Schedule C-11.1, Page 1, line 2, column (B)

3 less: Transmission payroll (28,463)                 Schedule C-11.1, Page 1, line 8, column (B)

4 less:  Pro forma 2010 salary and wage increase (5,674)                   ICC Staff Ex. 18.0, Schedule 18.03, line 14 minus line 13, net

5 -                            

6 less:  Perquisites and Awards disallowed (1,392)                   Per Order (App. A, p. 4, column (s), line 18)

7 -                            

8 Direct Payroll per Order 262,457$              Sum of Lines 1 through 7

9 FICA Taxes 19,089$                Schedule C-18, Page 1, Column ( C ), Line 8

10 less:  Pro forma 2010 salary and wage increase (530)                      ICC Staff Ex. 18.0, Schedule 18.03, line 13, col. ( C )

11 less:  Incentive Compensation disallowed -                            

12 FICA Tax 18,559$                Sum of Lines 9 through 11

13 Employee Benefits per Company 186,231$              Schedule C-11.3, line 10, column ( D )

14 less:  2010 pension/OPEB increase -                            ICC Staff Ex. 18.0

15 Employee Benefits per Order 186,231$              Sum of Lines 13 through 14

(In Thousands)

Commonwealth Edison Company
Adjustment to Cash Working Capital

For the Test Year Ending  December 31, 2009
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Line

No. Description Amount Amount Source

(a) (b) (c) (d)

1 New Business Plant Additions per Staff 114,761$      (1)

New Business Plant Additions per Order 66,851$        

2 New Business Plant Additions per Company 191,819        (2)

3  Adjustment to New Business Plant Additions (10,207)$    Line 1 minus line 2

4 Percentage of New Business Plant disallowed -5.32% Line 3 divided by line 2

5 Estimated Revenues per Order 3,273            Line 6 minus line 7

6 Estimated Revenues per Company 3,457            ComEd Ex. 30.1, Schedule C-2.9

7  Adjustment to Revenues for New Business (184)$         Line 6 times line 4

(1)  Staff Appendix B, p. 8.

(2)  ComEd Ex. 55.2, p. 1

Commonwealth Edison Company

Adjustment to Revenues for New Business
For the Test Year Ending  December 31, 2009

(In Thousands)
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Line

No. Amount

(b)

1 December 31, 2009 MS Inventory per Order 71,326$         ComEd Ex. 55.6

2 13 month AVG A/P 4,885             ComEd Ex. 55.6

3 13 month AVG MS Inventory per Order, Net of A/P 66,441           Line 1 minus Line 2

4 Jurisdictional Allocation 37.27% Staff Ex. 19.01

5 Materials & Supplies per Order 24,763$         Line 3 times Line 4

6 Materials and Supplies (M&S) Inventory per ComEd 26,586           ComEd Schedule B-8.1

7 Adjustment per Order (1,823)$          Line 5 minus line 6

(a) (c)

Commonwealth Edison Company

Material and Supplies Adjustments Per Order

For the Test Year Ending  December 31, 2009

(In Thousands)

Description Source
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Line

No. Description Amount Amount

(a) (b) (c)

1 Unadjusted Delivery Service Rate Base 13,932,447$        Company Schedule B-1, column (B), line 4

2 Professional Sporting Activity (9)$                    Appendix A, p. 8, col (m)

3 Reallocation of G&I Plant (15,693)             Staff Ex. 16.0, Schedule 16.12, line 3

4 Incentive Compensation adjustment-contested (896)                  Appendix A, p. 8, col (k)

5 Incentive Compensation adjustment-uncontested (7,330)               Company Schedule B-2.5

6 Perquisites and Awards adjustment (62)                    Staff Ex. 18.0, Schedule 18.05

7 Total approved adjustments to historic plant (23,990)                Sum of lines 2 through 5

8 Ordered Original Cost amount 13,908,457$        Line 1 plus line 6

Source

(d)

Commonwealth Edison Company

Original Cost Determination

For the Test Year Ending  December 31, 2009

(In Thousands)
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Line

No. Description Amount  Source 

(a) (b) (c)

1 Adjustments to Rate Case Expense for:

2    Alternative Regulation (746)$               Staff Ex. 17.0, Sch. 17.01, p. 2

3    Dr. Hewings (13)$                Order, p. 46

4    Dr. Andrade, Jr. (11)$                Order, p. 46

5     Chicago Partners (101)$               Order, pp. 46, 48

6     Rate of Return Witnesses (120)$               Order, p. 51

7    Sullivan and Associates (150)$               Order, p. 53

8 Total Adjustments to Rate Case Expense (1,140)$            

9 Amortization Period 3                      Company Schedule C-2.12

10 Rate Case Adjustment per Order (380)$               Line 8 / line 9

Commonwealth Edison Company

Rate Case Expense Adjustment

For the Test Year Ending December 31, 2009

(In Thousands)
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