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In ComEd’s Brief on Exceptions (BOE) the Company continues to assert that the 

Commission should adjust its return on equity to compensate it for the risk it faces to 

comply with the efficiency requirements in Illinois law. ComEd BOE at 66.  The ALJ’s 

proposed order correctly rejected this outrageous request. The question should not be 

whether to approve this request, the question should be about how to respond 

appropriately to ComEd so that the Company never makes another similar request. 

ComEd requests a 40 basis point increase in its ROE as compensation for the 

“additional risk it faces because of ComEd’s need to comply with the aggressive energy 

conservation requirements in Illinois law.” Id.  In its BOE the company repeatedly refers 

to the 40 basis point figure, while only once mentioning that 40 basis points translates to 

$30.8 million dollars – per year.  More importantly, ComEd has never responded to 

ELPC’s assertion that the $30.8 million figure is after taxes, and that giving ComEd a 40 

basis point increase in ROE actually translates to a $50 million annual revenue increase 

for consumers.1 ELPC Initial Brief at 5. 

In essence, ComEd wants an annual $50 million revenue increase to run $150 

million worth of energy efficiency programs.   

ComEd’s Request is Not Supported by the Record 

 ComEd argues that the Proposed Order ignores ComEd’s increased risks, 

stating, “Dr. Tierney’s direct testimony quantified the two broad categories of tangible 

risks facing ComEd that are addressed by the proposed adder: the risk of prudence 
                                                            
1 ComEd requests a forty basis point increase in its return on equity, which translates to $30.8 million 
dollars for the company after taxes. Based on a corporate tax rate of 40%, this translates to 
approximately $50 million in additional revenue from customers that they will pay every year. 
($30,000,000÷0.6 =$50,000,000).1  The numbers are also consistent with ComEd paying federal taxes 
and state taxes at the current rate of 35% and 7%. 
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disallowances arising from the expenditures required to meet the State’s goals; and 

load-side risk (revenue erosion) arising from implementation of demand side programs 

and other public programs. ComEd BOE at 68.  First, in terms of risk of prudence 

disallowance, the risk is minimal and the chances of ComEd not meeting the targets 

approaches does not warrant any increase in ROE.  Dr. Tierney filed her testimony in 

this proceeding (June 30, 2010) before the parties reached a settlement on the energy 

efficiency targets for the next three years (November 18, 2010), and her testimony fails 

to take the settlement into consideration – nor does she ever reference or acknowledge 

the settlement.   

 Dr. Tierney fails to acknowledge that to date ComEd has recovered all energy 

efficiency expenses, and that no party has challenged any expenses.  She fails to take 

into consideration that ComEd recovers all expenses up front through a rider, which 

ComEd witness Jensen acknowledged is advantageous to the Company.  Tr.at 2311.  

She fails to acknowledge that ComEd wants to run the programs (as opposed to a third 

party running them), and that ComEd views the programs as a positive way to connect 

with its customers. Tr at 2313.  Looking at the big picture, when analyzing risk, Dr. 

Tierney fails to consider any facts related to ComEd’s risk analysis.  She merely 

presents a one-sided analysis that deals in generalities.2 

 In terms of load-side risk, Dr. Tierney testified that, “lost revenues due to 

compliance only with the State-mandated programs would be in the range of about 

$12.7 million by the end of 2010…” ComEd BOE at 69.  She then notes that losses will 

continue to grow. Id.  What she fails to note is that those losses estimates assume no 

adjustment in the test year to account for lower revenues.  In fact, ComEd had the 
                                                            
2 ComEd paid Dr. Tierney $655 per hour for this testimony. Tr at 1823. 
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option of using a future test year which would have fully adjusted for any decreases in 

revenue from energy efficiency, but the utility chose not to do so.  The Company 

responds to this argument in its BOE as follows.  “The contention that the adverse 

revenue impact of energy efficiency and demand response could be avoided with a 

future test year is beside the point in this case, which uses an historic test year with pro 

forma adjustments.” Id. at 68.  Moreover, the Company does not say why it chose not to 

use a future test year, it merely says it didn’t choose to do one so the fact that it could 

have is beside the point.  This response demonstrates ComEd’s cavalier attitude 

towards a $50 million charge for its customers. 

ComEd Wants an Increase in ROE for Doing its Job 

 Utilities, like any business, face business risks all the time.  These risks include a 

number of factors that could reduce customer usage, such as the passage of new 

appliance efficiency standards, manufacturer decisions to increase appliance efficiency 

on their own, economic downturn that causes decrease customer usage, etc.  On the 

other hand, if sales increase for any reason, utilities keep that windfall.  The way the 

ratemaking system works, if any single factor causes a utility’s revenue to decrease 

significantly enough that it impacts earnings, the utility comes in for a rate case.  The 

fact that any time a utility’s revenues go down it can request a rate hike inherently 

reduces risk, yet ComEd fails to acknowledge this balancing factor.   

 ComEd essentially wants to be rewarded for doing its job.  The legislature directs 

ComEd to provide energy efficiency services for customers and sets goals for the 

company.  Regardless of this new statutory obligation, the legislature mandates that 

utilities provide least-cost service. 220 ILCS 5/1-102.  Providing least-cost service by its 

3 
 



 

nature reduces revenues.  For years the Company should have been providing energy 

efficiency services and for years it failed to do so.  Now that it is actually doing what it 

should have been doing all along, it wants a huge bonus. 

CONCLUSION 

 ComEd fails to provide any evidence that it faces significant risk that calls for 

ratepayers to pay an additional $50 million per year for the Company to run energy 

efficiency programs.  ELPC urges the Commission to review the record in its entirety, 

including the cross examination of Dr. Tierney and Val Jensen.  The cross 

demonstrates the lack of balance in Dr. Tierney’s analysis, and the benefits to ComEd 

from the efficiency programs that ComEd fails to acknowledge in its briefs.  ComEd 

wants to run these programs and receives significant benefit from running them.  It 

deserves no increase in ROE for doing so. 
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