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Pursuant to the ruling of the presiding Administrative Law Judge dated February 11, 

2013, Commonwealth Edison Company (“ComEd”) hereby submits this verified response to 

certain questions posed by in an interoffice memorandum to Administrative Law Judge Hilliard. 

Below is ComEd’s response to the Chairman’s questions, which are restated in bold text. 

1) What is the propriety of rounding to the nearest half-point on the customer 
deposit rate as currently called for under Section 280.70 and proposed for 
continuation under Section 280.40?  Are there administrative efficiencies gained 
through rounding?  Are these administrative efficiencies maintained if the 
customer deposit rate is not rounded to zero?   

 
ComEd is generally indifferent as to whether the customer deposit rate is rounded to 
the nearest half-point.   Historically, it is likely that rounding to the nearest half-point 
was intended to promote customer understanding and ease the administrative burden 
on utilities in performing the computation.  Today’s computer tools have largely 
eliminated the utility’s burden associated with performing computations.  The only 
real administrative concern today is the cost of changing utility systems to reflect a 
different approach.  ComEd estimates that, so long as the rate is stated in no more 
than two significant digits after the decimal point (e.g. 0.46% or 0.4%), these costs 
are de minimus.   Converting ComEd’s system to implement a rate stated in additional 
digits (e.g. 0.452%) would result in significant one time programming and hardware 
costs. 

***** 
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2) Do you support removing rounding to the nearest half-point from the calculation 
of the customer deposit rate?  If not, why?   
 
ComEd is indifferent as to whether the calculation of the customer deposit rate is 
rounded to the nearest half-point so long as the number of significant decimal place 
digits remains at two or less.  

***** 
 

3) What is the propriety of relying on the one-year yield on U.S. treasury securities 
in setting the customer deposit rate?  Does this rate adequately compensate 
customers?  This rate is set using the “average . . . for the last full week in 
November,” while return on equity under Section 16-108.5 of the Public Utilities 
Act is set through incorporating “the average for the applicable calendar year of 
the monthly average yields” of treasury bonds.  Would a more blended average 
using data from across the full year akin to the Section 16-108.5 methodology 
make sense here?    
 
The one-year yield on U.S. treasury securities is appropriate in setting the customer 
deposit rate because it reflects a low risk of default consistent with utility companies.   

 
A more blended average using data from across a full year akin to the Section 16-
108.5 methodology would not make sense here.  If possible, interest rates that are 
based on rates that change over time, such as U.S. treasury securities, should be 
applied in the same period in which the rates are observed.  Per Section 280.70(e) of 
the Commission’s Rules, “in December of each year, the Commission shall announce 
the rate of interest that shall be paid on all deposits held during all or part of the 
subsequent year.” (emphasis added).  Because the interest rate that is announced in 
December of each year is applied to customer deposits prospectively, the most 
appropriate interest rate to use is the latest available just prior to the announcement.  
In contrast, return on equity under Section 16-108.5 of the Public Utilities Act is 
applied to the equity employed during the same period as U.S. treasury rates being 
used to determine the rate of return on equity.   

***** 
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4) Do you propose a different methodology for calculating the customer deposit 
rate?  If so, what is that methodology and why should it be preferred?   
 
No, ComEd does not propose a different methodology for calculating the interest rate 
on customer deposits. 

***** 
 

 Notwithstanding the foregoing, if the Commission is inclined to entertain setting the 
customer deposit rate on a different basis than is currently used (one-year U.S. Treasuries), it 
would be appropriate to reopen the record to develop an evidentiary basis for such change and 
the considerations that inform it. 
 

 
Dated:  February 28, 2013   Respectfully Submitted, 
 

 
     /s/ Bradley R. Perkins 
     Bradley R. Perkins 
     Assistant General Counsel 
     Counsel for Commonwealth Edison Company 
     10 S. Dearborn St., 49th Floor 
     Chicago, Illinois 60603 
     (312) 394-2632 
     bradley.perkins@exeloncorp.com 
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