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I. INTRODUCTION 1 

A. Witness Identification 2 

Q. What is your name and business address? 3 

A. My name is Ross C. Hemphill.  My business address is 440 S. LaSalle, Suite 3300, 4 

Chicago, Illinois  60605. 5 

Q. By whom and in what position are you employed? 6 

A. I am the Vice President, Regulatory Policy and Strategy of Commonwealth Edison 7 

Company (“ComEd”). 8 

B. Summary of Direct Testimony 9 

Q. What are the purposes and subjects of your direct testimony? 10 

A. First, in Section II, I introduce the EIMA1 formula ratemaking process and the role of 11 

annual updates in that process.  I confirm that the documents and data ComEd filed with 12 

the Illinois Commerce Commission (“ICC” or “Commission”) this year meet all the 13 

requirements for the annual update, including those established by prior Commission 14 

decisions, and support an update of ComEd’s rates to reflect its evolving costs.  15 

Next, in Section III, I introduce this annual update, the revenue requirements it 16 

supports, and the resulting delivery service rates for the 2014 billing periods.  I also put 17 

into context those rates and revenue requirements, explaining: (a) how rates that recover 18 

ComEd’s actual prudent and reasonable costs benefit customers generally and make the 19 

particular benefits of EIMA possible; (b) how recognizing ComEd’s updated and 20 

                                                 
1 “EIMA” is the common short name of the Energy Infrastructure Modernization Act.  EIMA 

refers to the changes and additions made to the Illinois Public Utilities Act (“PUA”) by Public Acts 97-
0616 and 97-0646.  Certain clarifications would be made by Senate Bill 9, which passed the 98th General 
Assembly on March 21, 2013, and is currently awaiting action by the Governor. 
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reconciled costs affect the electric service charges that would be paid by a typical ComEd 21 

residential customer in 2014; (c) how this formula rate update proceeding interacts with 22 

the revenue requirement-neutral Rate Design Investigation (“RDI”)2 that ComEd will 23 

shortly file to initiate; and (d) how decisions of the Commission concerning EIMA that 24 

are now before the appellate courts and/or addressed by Senate Bill 9 should be handled 25 

in this proceeding. 26 

Finally, in Section IV, I identify the other witnesses supporting this filing and 27 

summarize the subject matters that each witness addresses. 28 

C. Qualifications and Professional Background 29 

Q. What are your duties and responsibilities at ComEd? 30 

A. As Vice President, Regulatory Policy and Strategy, I have executive responsibility for the 31 

regulatory policies and strategies relating to ComEd’s distribution business, for 32 

developing new regulatory and many new customer service initiatives, and for 33 

developing and implementing ComEd’s Illinois-jurisdictional tariffs.  I am particularly 34 

familiar with the workings of EIMA and I served as one of the leaders of the ComEd 35 

team that worked to implement EIMA.  I continue to have a central role in important 36 

aspects of that implementation, including with respect to regulatory oversight.   37 

Q. What has been your prior professional experience? 38 

                                                 
2 Technically, the rate design investigation will proceed on a revenue requirement-neutral basis.  

But the term “revenue neutral” is commonly used for this concept, and underscores the fact that this 
proceeding is about ComEd’s revenue needs while the rate design investigation is about the design of the 
rates and the revenue responsibility of particular classes of customers.  Therefore, I and other ComEd 
witnesses will use the term “revenue neutral” hereafter.   
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A. My entire professional career has been spent in the energy and utility sectors in positions 39 

in industry, government, and non-profit regulatory support organizations.  My experience 40 

has focused on matters of energy economics, ratemaking, and regulatory policy.   41 

Before assuming my current position, I was Director, Rates & Regulatory 42 

Strategies for ComEd.  In that role, I managed ComEd’s retail rates department and 43 

managed and coordinated ComEd’s relationship with Illinois regulatory bodies including 44 

the Commission and its Staff. 45 

From 2008 until I joined ComEd in 2009, I was a Director at Black & Veatch 46 

Corporation, which is an engineering, consulting, and construction company that 47 

specializes in infrastructure development in energy, water, telecommunications, 48 

management consulting, and environmental markets, as well as providing support to 49 

federal agencies.  At Black & Veatch, I was responsible for developing and managing 50 

projects that provided a broad range of regulatory services to utility clients. 51 

From 2007 to 2008, I was a Principal Consultant at Freeman, Sullivan & Co., a 52 

research and consulting firm that provides expert testimony, statistical analysis, economic 53 

modeling, field studies, and data collection that can serve as the basis for public policy 54 

programs and for business and litigation strategy.  At Freeman, Sullivan & Co., I was 55 

responsible for projects that included the design and assessment of the benefits of energy 56 

efficiency, demand response, and alternative pricing programs. 57 

From 2005 until 2007, I was a Vice President at NERA Economic Consulting 58 

(“NERA”).  At NERA, I provided a broad range of rate-related and regulatory services to 59 

utility clients.  Prior to joining NERA, I served as an officer, manager, or economist for 60 

Laurits R. Christensen Associates, AXS Marketing LLC, the Argonne National 61 
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Laboratory, the National Regulatory Research Institute, and American Electric Power 62 

Service Corporation, as well as being an economist on the Commission’s Staff. 63 

Q. What is your educational background? 64 

A. I hold a Bachelor of Arts Degree in Economics from Lewis University and a Master of 65 

Science with a concentration in Economics from Indiana State University.  In 1988, I 66 

earned a Ph.D. in Resource Economics from The Ohio State University. 67 

Q. Are any exhibits attached to your direct testimony? 68 

A. Yes.  ComEd Exhibit (“Ex.”) 1.01 is my most recent resume.  It includes my most recent 69 

publications and Commission testimonies.  ComEd Ex. 1.02 is a table that shows how 70 

ComEd has satisfied both Commission directives and requests concerning this filing.   71 

II. THE PURPOSE AND FUNCTION OF THIS FILING 72 

A. EIMA Ratemaking 73 

Q. How are ComEd’s delivery services charges established under EIMA? 74 

A. As a participating utility under EIMA, ComEd’s delivery services charges are set and 75 

updated each year using a formula set out in EIMA and ComEd’s tariffs3 and specifically 76 

defined inputs including ComEd’s actual delivery services costs and historical weather 77 

normalized billing determinants.  This ratemaking process is set up to establish rates that 78 

fully recover participating utilities’ actual reasonable and prudent costs of providing 79 

delivery services subject to specific safeguards.  Because no one can know a utility’s 80 

actual costs in advance, it relies on after-the-fact reconciliation once actual costs are 81 

                                                 
3  Rate DSPP – Delivery Service Pricing and Performance (“Rate DSPP”). 



Docket No. 13-____ 
ComEd Ex. 1.0 

Page 5 of 27 

known.  In this way, EIMA ratemaking is actual cost ratemaking in a way that test year 82 

ratemaking could never be.  83 

Q. How are costs reflected in delivery services charges under this process? 84 

A. ComEd’s delivery services charges for a given year – called the “Rate Year” – are based 85 

on a “Net Rate Year Revenue Requirement” that includes two components.  First, in the 86 

proceeding prior to each Rate Year, an initial revenue requirement is calculated as an 87 

anticipated proxy for the reasonable and prudent costs of the participating utility 88 

providing electric delivery services during the Rate Year.  This is the “Initial Rate Year 89 

Revenue Requirement.”4  The inputs to the Initial Rate Year Revenue Requirement 90 

include: (1) the utility’s actual cost of service as reported in the Federal Energy 91 

Regulatory Commission (“FERC”) Form 1 for the calendar year prior to the filing (two 92 

years prior to the Rate Year); and (2) a return of and on projected plant additions for the 93 

year of the filing (one year prior to the Rate Year) and the associated adjustments to 94 

accumulated depreciation (change in depreciation reserve), depreciation expense, and per 95 

the Commission’s prior orders, accumulated deferred income taxes (“ADIT”).   96 

Second, ComEd’s delivery services charges during a Rate Year also reflect a 97 

reconciliation adjustment for the year prior to the year of the filing.  To determine that 98 

adjustment, EIMA ratemaking retrospectively calculates the actual revenue requirement 99 

for that year based on the actual reasonable and prudent costs which are then known.  100 

That value, which we call the “Reconciliation Revenue Requirement,” is then compared 101 

                                                 
4  ComEd uses this term consistently.  The Initial Rate Year Revenue Requirement has at times 

also been called the “inception revenue requirement,” but that term does not appear in EIMA or ComEd’s 
tariffs.   
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to the Initial Rate Year Revenue Requirement for that same year.  The difference is the 102 

reconciliation adjustment.  That adjustment is then collected or refunded as the case may 103 

be, with interest, during the year after the adjustment is determined.  Under this 104 

reconciliation process, the total costs to be recovered are defined by the utility’s actual 105 

costs, subject to certain safeguards. 106 

Q. To what ratemaking safeguards do you refer? 107 

A. Limits, both high and low, are imposed on ComEd’s calculated return on equity.  These 108 

limits are commonly called the “ROE Collar.”  The Rate Year Net Revenue Requirement 109 

is adjusted to keep the prior year’s actual earned return within these limits.  The ROE 110 

Collar is discussed in detail by Ms. Brinkman (ComEd Ex. 2.0).  Moreover, specific 111 

financial penalties may apply if ComEd fails to achieve defined statutory benchmarks, 112 

which is why the rates are also performance-based.  However, there are no corresponding 113 

premiums that ComEd can earn, no matter how exemplary its performance.   114 

Q. Given that the EIMA ratemaking process starts with partially-projected costs of 115 

service for a Rate Year, but ends up using only actual costs known after the Rate 116 

Year is over, how are the charges applied during any particular year determined? 117 

A. The rates applied beginning with the first billing period of each new Rate Year are 118 

determined in the update and reconciliation proceeding that is conducted during the prior 119 

calendar year.  For clarity, we refer to this revenue requirement throughout as the Rate 120 

Year Net Revenue Requirement for the year in which the rates will be in effect.  Subject 121 

to the safeguards I just identified, the Rate Year Net Revenue Requirement is the sum of 122 

the Initial Rate Year Revenue Requirement and the reconciliation adjustment, be it 123 
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positive or negative (i.e., a charge or a refund), adjusted for interest, for the particular 124 

previous Rate Year then being reconciled.  The Rate Year being reconciled is the 125 

calendar year before the year in which the reconciliation proceeding occurs.   126 

Q. Can you show how this process applies to Rate Year 2014? 127 

A. Yes.  For Rate Year 2014, rates are set in a proceeding conducted in 2013, and the year 128 

being reconciled is 2012.  As shown on Chart 1, the 2014 Initial Rate Year Revenue 129 

Requirement is based on ComEd’s actual 2012 Operating Expenses and rate base plus 130 

projected net capital additions for 2013.  That initial revenue requirement, the 2012 131 

reconciliation adjustment, and the ROE Collar adjustment determine the 2014 Rate Year 132 

Net Revenue Requirement that should be recovered through the delivery service rates 133 

going into effect in the first billing period of 2014.     134 

Chart 1 135 

 136 
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As also shown on Chart 1, the reconciliation of ComEd’s 2014 costs will occur in 137 

2015 and result in an adjustment recovered in 2016.  That is, the difference between the 138 

2014 Initial Rate Year Revenue Requirement and ComEd’s actual 2014 costs of service 139 

will be determined in the 2015 update proceeding, when ComEd’s actual 2014 costs are 140 

for the first time known.  The difference will then be reflected in the reconciliation 141 

adjustment that will be reflected in the rates in effect during 2016. 142 

Q. What does this ratemaking structure mean for customers and ComEd? 143 

A. Provided that it is faithfully implemented, this ratemaking structure will result in delivery 144 

service rates designed to recover ComEd’s actual reasonable and prudent costs of 145 

providing those services, determined by actual after-the-fact data -- no more and no less.  146 

Moreover, because every Initial Rate Year Revenue Requirement is fully reconciled, with 147 

interest, projections of cost and investments do not affect the total costs ultimately 148 

recovered, only when they are recovered.   149 

B. The 2014 Annual Update and Reconciliation 150 

Q. How does this filing implement the EIMA ratemaking process for Rate Year 2014? 151 

A. This filing calculates ComEd’s 2014 Initial Rate Year Revenue Requirement using 152 

ComEd’s revenue requirement formula and the specified inputs.  It uses that same 153 

formula to calculate ComEd’s 2012 Reconciliation Revenue Requirement from the actual 154 

2012 costs that are now available.  That 2012 Reconciliation Revenue Requirement is 155 

compared, in turn, to the 2012 Initial Rate Year Revenue Requirement (in this case, a 156 

weighted average of the revenue requirements from ICC Docket Nos. 10-0467, and 11-157 

0721 that supported the rates in effect in 2012).  The reconciliation adjustment is the 158 
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difference between the revenue requirement(s) on which 2012 rates were based and the 159 

revenue requirement on which they would have been based had actual costs been known.   160 

Q. What are ComEd’s 2014 Initial Rate Year Revenue Requirement and 2012 161 

Reconciliation Revenue Requirement? 162 

A. ComEd’s 2014 Initial Rate Year Revenue Requirement is $2,199 million.  ComEd’s 2012 163 

Reconciliation Revenue Requirement is $2,126 million.  Accounting for that 164 

reconciliation adjustment, applicable interest, and the effect of the “ROE Collar,” 165 

ComEd’s 2014 rates should be designed to recover a 2014 Net Rate Year Revenue 166 

Requirement of $2,334 million.  Their calculation is described and supported in detail by 167 

ComEd witnesses Ms. Brinkman and Mr. Fruehe (ComEd Exs. 2.0 and 3.0).   168 

Q. How does the 2014 Rate Year Net Revenue Requirement compare to the revenue 169 

analogous requirement for 2013? 170 

A. The 2014 Rate Year Net Revenue Requirement is an increase of $311 million over the 171 

2013 Rate Year Net Revenue Requirement set by the Commission in ICC Docket No. 172 

12-0321 that was based largely on 2011 costs.  But, about $142 million, or about 46%, of 173 

that increase is due to the 2012 reconciliation adjustment and the applicable interest.  174 

That $142 million does not relate to any increase in ComEd’s actual or projected costs for 175 

2014, but rather is the amount by which the revenue requirements on which ComEd’s 176 

2012 charges were based understated ComEd’s actual costs for that year.  Customers 177 

received those services in 2012, but paid less than their costs at that time.   178 

Q. In what form has ComEd presented cost data supporting this filing? 179 
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A. ComEd has presented (a) its actual 2012 costs and (b) its projected 2013 plant investment 180 

and depreciation.  In addition, ComEd is providing a range of information not called for 181 

by EIMA itself, but that the Commission directed ComEd to submit through its orders in 182 

ICC Docket Nos. 11-0721 and 12-0321,5 including with respect to ADIT.  Although 183 

EIMA update proceedings are not traditional “Article IX” filings seeking a general 184 

increase in rates, ComEd is also submitting supporting data as called for by provisions of 185 

Parts 285 and 286 of the Commission’s rules.6  ComEd used this approach in ICC Docket 186 

Nos. 11-0721 and 12-0321, and continuing to provide that data with the filing fulfills 187 

both the assurances ComEd has made and the Commission’s rulings.   188 

Q. Does this filing satisfy other requirements imposed by those Commission Orders? 189 

A. Yes.  ComEd has satisfied the Commission directives as described in ComEd Ex. 1.02.  190 

Also, certain other Commission requirements are being addressed through the revenue-191 

neutral rate design investigation that I mentioned earlier.  Finally, pursuant to the 192 

Commission’s Order in ICC Docket No. 11-0721, this proceeding has been initiated by a 193 

Petition.  ComEd waives no right under EIMA by reason of making this filing through a 194 

Petition to the Commission.   195 

Q. Will the ComEd’s updated delivery rates close the gap between ComEd’s actual 196 

revenues and actual total costs?   197 

                                                 
5 Commonwealth Edison Co., ICC Docket No. 11-0721, Final Order (May 29, 2012) and Order on 

Rehearing (Oct. 3, 2012); Commonwealth Edison Co., ICC Docket No. 12-0321, Final Order (Dec. 19, 
2012) and Amendatory Order (Feb. 14, 2013) (the “Rate Case Orders”). 

6  ComEd is not litigating any of those filing or informational requirements in this Docket.  But, to 
the extent they exceed requirements imposed or allowed by law, ComEd does not intend to waive any 
rights or set any precedent for future filings or proceedings. 
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A. No.  If ComEd’s actual costs of providing delivery service are compared to its associated 198 

revenues, even those rates come up short, by an average of more than $100 million per 199 

year over the next five years.  That gap persists largely as a result of costs that have been 200 

disallowed (on bases other than imprudence or unreasonableness), trapped between 201 

transmission and distribution by functionalization decisions, or artificially minimized 202 

through how they are measured.  I state this not to reargue the Rate Case Orders.  The 203 

decisions made there are now before the courts, the legislature, and the Governor.  But, 204 

right or wrong, those decisions did result in ComEd collecting revenues far less than the 205 

sum of its actual costs.   206 

If the updated costs ComEd presents in this Docket are included in revenues 207 

without any further disallowance, ComEd’s cash shortfall will not grow further, but 208 

neither will the pre-existing gap disappear.  Customers will continue to pay far less than 209 

ComEd’s costs of providing their service.   210 

III. COMED’S UPDATED COSTS AND RATES IN CONTEXT 211 

A. What ComEd’s Rates Represent 212 

Q. How do ComEd’s rates relate to the benefits that ComEd provides to customers? 213 

A. ComEd’s updated revenue requirements measure what it costs ComEd to provide 214 

delivery services to its retail customers.  These costs and their recovery both directly 215 

benefit customers because without their expenditure and subsequent recovery through 216 

delivery services charges, ComEd could not provide its customers the utility services that 217 

they need.  Whether ComEd is paying the wages and other compensation of a ComEd 218 

line crew or satisfying a regulatory cost imposed by federal law, the fact remains:  by 219 

both incurring and recovering its costs, ComEd is benefitting customers.   220 
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In addition, ComEd’s 2014 Initial Rate Year and Rate Year Net Revenue 221 

Requirements include costs of providing EIMA-funded benefits to customers.  Providing 222 

such funding is a major purpose of EIMA, and is accomplished through its promise of 223 

rates that fully recover ComEd’s actual prudent and reasonable costs.  That is not to say 224 

that ComEd’s costs are all recovered.  ComEd has accepted that some, such as certain 225 

customer assistance expenses, are to be borne by shareholders and, as I testified earlier, 226 

disallowances also prevent ComEd from recovering significant costs.  Customers will get 227 

fair value if ComEd’s electric delivery service charges are based on these revenue 228 

requirements without inappropriate adjustment or disallowance.   229 

Q. What EIMA investments, in particular, are funded by ComEd’s updated charges?   230 

A. As a participating utility, ComEd is called on by EIMA to make an estimated $2.6 billion 231 

of additional investments in specific initiatives that will benefit customers, now and for 232 

the foreseeable future.  Those initiatives include deploying an Advanced Metering 233 

Infrastructure (“AMI”), implementing other Smart Grid investments, and accelerating 234 

investments in grid infrastructure modernization and reinforcement.  ComEd’s EIMA 235 

investments are identified and explained in more detail by ComEd witnesses Ms. Blaise 236 

and Mr. Donovan (ComEd Exs. 5.0 and 6.0) and the contribution of those investments to 237 

the rate base supporting the 2012 Reconciliation Revenue Requirement and the 2013 238 

projection of plant additions in the 2014 Initial Rate Year Revenue Requirements is 239 

quantified by Mr. Siambekos (ComEd Ex. 11.0).  Finally, the revenue requirement 240 

impact of those investments is discussed by Mr. Fruehe (ComEd Ex. 3.0). 241 
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While ComEd’s system is strong, those investments will further improve 242 

customers’ electric delivery service and help build infrastructure in northern Illinois 243 

tailored to the needs of the 21st Century.  EIMA also charges ComEd with delivering 244 

greater performance and value to its customers in specifically identified areas, and 245 

establishes performance metrics that ComEd must achieve.  ComEd is committed to 246 

delivering on those commitments and achieving its metrics.  Finally, ComEd’s 247 

performance-based formula rate funds the investments that enable customers to receive 248 

the most value for the electricity ComEd delivers, as well as improvements that deliver 249 

greater efficiency and reliability.   250 

B. How Rates Relate to Customers’ Bills 251 

Q. How will the new revenue requirements affect a typical residential customer’s bill? 252 

A. As a result of this update, the bill paid by a typical residential customer will increase by 253 

slightly less than 8% on an annual basis, holding all other factors constant.7  This 254 

translates to an increase of approximately $5.30 per month for a typical residential 255 

customer, everything else being equal.  That increase is not, however, all due to rising 256 

delivery service costs.  A substantial portion, approximately 46%, of the increase is due 257 

to the 2012 reconciliation adjustment – the amount by which ComEd’s actual reasonable 258 

and prudent costs of delivery services in 2012 exceeded the presumed costs on which 259 

2012 charges were based.   260 

                                                 
7 A more granular discussion of the updated delivery services charges and corresponding bill 

impacts is provided in the testimony of Mr. Bjerning (ComEd Ex. 10.0). 
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Q. How will ComEd’s updated delivery services charges affect the overall cost of 261 

electric utility service to customers? 262 

A. ComEd’s electric utility service will remain affordable and an excellent value, even 263 

without considering the many additional benefits EIMA confers on customers.  Even 264 

after fully reflecting the additional costs that ComEd is updating in this filing, the 265 

inflation-corrected cost of electric service will be lower in January 2014 than at any time 266 

since 2006 (as illustrated by the dotted line), despite significant increases in ComEd 267 

investment serving customers.   268 

Chart 28 269 

 270 

                                                 
8  Inflation data is from U.S. Bureau of Labor Statistics (“BLS”) reports.  Inflation is projected 

from the present through January 2014 using a ten-year average of historical inflation.  1998-2013 
represents annual average costs.  2014 data is for January 2014 and reflects the delivery rate change; energy 
prices for the second half of 2014 are not known and no assumption is made about their level. 
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Indeed, ComEd’s residential electric rates will in January 2014 be substantially less 271 

expensive in real dollars than they were nearly 20 years earlier in January 1998, before 272 

electric utility restructuring began. 273 

The effect of rising costs on ComEd’s charges can also be compared to the effect 274 

on the costs of other essential household services, as shown on Chart 3.  While other 275 

household costs have risen since January 1998, many of them markedly, even after 276 

adjusting for inflation, the inflation-corrected cost of ComEd’s residential electric service 277 

in January of 2014 will have gone down by about 35%.  278 

Chart 39 279 

 280 

                                                 
9  Data is from the BLS Consumer Price Index Database for the period Jan 1998 – Feb 2013.  

Inflation is projected from the present through January 2014 using a ten-year average of historical inflation.   
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As a result, ComEd electric service costs make up a lower share of median Illinois 281 

household income than they did in 1998.  Customers are, in short, getting more for less:  282 

they are gaining the benefits of electric utility service, plus the benefits of EIMA, at a 283 

lower real cost than they paid years ago.   284 

Q. How else could a customer assess the value and affordability of ComEd’s services? 285 

A. A customer could compare ComEd’s rates and charges with those prevailing in peer 286 

cities.  ComEd’s customers come out very favorably, as shown on Chart 4’s ranking of 287 

residential customer rates, even after the update in ComEd’s costs and the resulting 288 

change in ComEd’s charges.  289 

Chart 410  290 

 291 

I understand that ComEd must base its rates on its reasonable and prudent costs, 292 

and this comparison is intended as no substitute for the detailed evidence of those costs 293 

that ComEd provides.  Yet, the fact that ComEd’s customers can take service at a 294 

                                                 
10  Average annual rates in ¢/kwh, including delivery and supply, for other cities is from 2011 (the 

most recent available) EIA/EEI data.  Reflecting any later increases would improve Chicago’s comparative 
standing.  Chicago is the estimated average ComEd residential rate in the January 2014 billing period.  

A January 2014 
residential rate 

27% LESS
than the average 

annual peer city rates
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comparatively favorable cost, while also reaping the benefits of significant EIMA 295 

investment, underscores the value customers receive in exchange for paying ComEd’s 296 

charges.   297 

Q. What can the data tell us about the costs to customers who choose to buy their 298 

electricity from other suppliers and how they are affected by ComEd’s updated 299 

charges? 300 

A. These calculations are based on ComEd’s bundled fixed-price supply rates, as noted.  301 

Many customers purchase supply from another supplier, in almost all cases because they 302 

can lower their costs by doing so.  That, however, only fortifies my conclusions.  A 303 

customer buying electric supply from a Retail Electric Supplier (an Alternative Retail 304 

Electric Supplier or an electric utility lawfully selling outside of its service territory) at a 305 

cost lower than ComEd’s fixed price rate, or using a real-time pricing tariff to achieve 306 

lower costs, will see an even greater reduction in his or her total bills since January of 307 

1998.  Likewise, such a RES supply customer will have a more favorable cost 308 

comparison if stacked up against customers in cities in other states. 309 

Q. Will ComEd continue to offer customers additional means of managing and further 310 

reducing their overall electric bills? 311 

A. Yes.  ComEd will, for example, continue to offer a wide range of energy efficiency 312 

programs that can result in significant additional savings.  As in the past, residential 313 

customers can take advantage of these programs and the resulting savings to mitigate 314 

delivery rate increases.  In addition, as part of ComEd’s Commission-approved AMI 315 

Plan, ComEd will, over the next approximately eight years, deploy new AMI meters and 316 
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related systems that enable customers to better control their electricity use and, 317 

ultimately, their overall energy costs.  These programs, together with long-term 318 

efficiency trends driven by environmental awareness, government initiatives, and 319 

economic forces are expected to continue to reduce average residential customers’ use 320 

regardless of ComEd’s delivery rates.   321 

Q. Does ComEd also support the low-income and other assistance programs described 322 

in EIMA?  323 

A. Yes.  ComEd has met its EIMA commitments to low-income and other energy assistance 324 

programs by sponsoring various initiatives, including residential hardship programs and 325 

support for non-profit organizations that assist seniors, the homeless, and veterans by 326 

supporting basic life needs programs and educational classes for first-time homebuyers 327 

through the Chicago Urban League and LUCHA (Latin United Community Housing 328 

Association).  ComEd is also preparing to fund non-profit energy management education 329 

to be developed and implemented with the Center for Neighborhood Technology.   330 

Under EIMA, much of this cost is neither included in ComEd’s revenue 331 

requirements nor otherwise recovered through rates.  This includes $10 million per year, 332 

over five years, in customer assistance costs that are not recoverable and that ComEd has 333 

removed in full from the determination of its revenue requirements.  These programs and 334 

ComEd’s contributions to them are described further in the testimony of Mr. Donovan 335 

(ComEd Ex. 6.0), whose testimony and attachments also provide detailed information 336 

called for in the Rate Case Orders. 337 
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C. Rate Design Issues 338 

Q. How does this filing relate to the design of ComEd’s rates? 339 

A. This filing addresses ComEd’s costs, revenue requirements, and aggregate billing 340 

determinants.  ComEd is also making a separate revenue neutral tariff filing concerning 341 

the design of its rates in order to trigger an RDI.  Once that RDI is concluded and its 342 

outcome becomes effective, it will govern the design of ComEd’s delivery service rates 343 

until subsequently changed.   344 

Q. How does ComEd propose to integrate the results of the RDI with the revenue 345 

requirements and reconciliation adjustment approved in this Docket? 346 

A. After the RDI is concluded, ComEd proposes to make an RDI compliance filing 347 

illustrating how the rate design model used to determine ComEd’s delivery service 348 

charges and ComEd’s Embedded Cost of Service Study (“ECOSS”) would change on a 349 

revenue neutral basis.  That filing will give Staff and the parties the opportunity to review 350 

the new rate design, tariff revisions, and ECOSS for compliance with the RDI decision.   351 

After that, much depends upon when the RDI is concluded.  EIMA provides that 352 

new rate designs will take effect “at the same time new rates take effect following the 353 

Commission's next [revenue update] order ... provided that the new rates take effect no 354 

less than 30 days after the date on which the Commission issues an order adopting the 355 

change.”11  To me, this means that if the final Order in RDI is issued by December 1, 356 

2013, then any revised rate design can become effective at the same time as the new 357 

revenue requirements, in 2014.  In that case, ComEd will make a compliance filing in this 358 

                                                 
11 220 ILCS 5/16-108.5(c). 
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docket that implements the new revenue requirements and establishes updated delivery 359 

service charges in accordance with the rate design submitted in the RDI compliance 360 

filing.  However, if the RDI final Order is issued after that, i.e., less than 30 days before 361 

the updated revenue requirements apply, then the rate design changes will be effective 362 

with the next revenue update cycle, at the start of 2015.  In that case, ComEd will make a 363 

compliance filing in this docket that implements the new revenue requirements and 364 

establishes updated delivery service charges that do not reflect any revisions to the rate 365 

design model adopted by the Commission in the RDI.  In either case, charges based on 366 

the 2014 Rate Year Net Revenue Requirement will go into effect in January 2014 as 367 

provided by EIMA.  368 

D. Resolution of Legislative Issues and Issues on Appeal 369 

Q. Does this filing change the status of any legal issue on which an appeal is pending? 370 

A. No.  ComEd’s filing respects the Commission’s orders in ICC Docket Nos. 11-0721 and 371 

12-0321, and proposes revenue requirements calculated in conformity with EIMA as 372 

those orders interpret it.  However, many issues on which ComEd and the Commission 373 

respectfully disagree are subject to pending appeals.  Those issues include: 374 

 Consistent Federal and Illinois functionalization of General and Intangible Plant 375 

 Consistent Federal and Illinois functionalization of Property Tax costs 376 

 Consistent Federal and Illinois functionalization of certain other expenses based 377 
on the Wages and Salaries allocator 378 

 The Commission’s authority to modify actual historical weather normalized 379 
billing determinants 380 

 Imposition of a 102.9% cap on ComEd employees’ pay at risk under ComEd’s 381 
Annual Incentive Plan, regardless of individual or company performance 382 
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 Excluding the costs of a portion of Exelon Business Services Company (“BSC”) 383 
own internal incentive pay from the reasonable and prudent cost to ComEd of 384 
BSC shared services and purchases from BSC 385 

 Exclusion of the costs of deferred compensation paid with Restricted Stock 386 

 Disallowance of certain 2011 rate case expenses 387 

 Disallowance of charitable contributions to entities based outside of ComEd’s 388 
retail service territory 389 

 Deduction from rate base of certain operating reserve amounts for accrued 390 
vacation pay and incentive compensation 391 

 Treatment of ADIT on bad debt reserve 392 

 Use of the average rate base method for reconciliations 393 

 Use of average rate year Capital Structure 394 

 Application of an interest rate other than ComEd’s cost of money (ComEd’s 395 
Weighted Average Cost of Capital) to the Reconciliation Adjustment 396 

ComEd of course requests that its rates be set based on the full rate year and 397 

reconciliation revenue requirements authorized by EIMA.  However, ComEd does not 398 

intend to actively relitigate those legal issues in this proceeding.  They are before the 399 

courts and will be decided there and/or addressed through statutory clarifications of 400 

EIMA.  Therefore, ComEd calculated “base” 2014 Initial Rate Year and 2012 401 

Reconciliation Revenue Requirements in a manner conforming to all of the 402 

Commission’s legal rulings while also maintaining its positions on appeal.  ComEd 403 

waives no rights, whether in this Docket or on appeal, by doing so.  Because the courts or 404 

legislature may act during this proceeding, ComEd also has prepared a schedule showing 405 

how a resolution of those issues in accordance with ComEd’s views would affect relevant 406 

revenue requirements.  Mr. Fruehe (ComEd Ex. 3.0 and attachments) presents this data.  407 

ComEd requests that if its views prevail, charges reflecting those positions be put into 408 
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effect in the most effective lawful manner, including if necessary through modification of 409 

a reconciliation adjustment applicable during a calendar year.   410 

Q. How has ComEd addressed issues that the Commission decided in last year’s 411 

formula rate update based on the evidence for 2013 Rate Year? 412 

A. We have reviewed those issues carefully.  As with all legal determinations of the 413 

Commission, where ComEd believes that the evidence for the 2014 Rate Year is the same 414 

or only immaterially different from the evidence considered last year, we will not actively 415 

relitigate issues, but preserve our legal rights.  Where the circumstances are different, 416 

however, ComEd will present, and ask the Commission to base its decision on, that 417 

evidence.  Each Commission decision should stand on the facts established in that case.  418 

One example of this is the question of billing determinants.  The Commission’s authority 419 

to adjust historical weather normalized billing determinants is a legal question in the 420 

hands of the courts that ComEd will not actively relitigate here.  However, the question 421 

of what, if any, particular adjustment is warranted for the 2014 Rate Year is, and has been 422 

recognized as, a factual question.  Ms. Brinkman presents detailed evidence on that topic 423 

(ComEd Ex. 2.0).   424 

Q. How would ComEd respond in this proceeding if Senate Bill 9 becomes law? 425 

A. If Senate Bill 9 or similar legislation clarifying the meaning of EIMA becomes law 426 

during the pendency of this proceeding, then ComEd will file updated schedules and 427 

supporting workpapers showing any resulting changes to the 2014 Initial Rate Year 428 

Revenue Requirement, the 2012 Reconciliation Revenue Requirement, and the 2014 Rate 429 

Year Net Revenue Requirement.  Those revenue requirements should be used to set 430 
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ComEd’s 2014 rates.  In addition, such legislation may change the actual 2011 revenue 431 

requirement on which the 2011 reconciliation adjustment being recovered in 2013 432 

(through current charges) is based.  ComEd may ask the Commission, in this docket or 433 

separately, to adjust expeditiously those charges.  Of course, ComEd also reserves its 434 

right to seek any relief authorized by the legislation itself.   435 

IV. SUMMARY OF OTHER TESTIMONIES SUPPORTING THE FILING 436 

Q. Who are the other witnesses presenting direct testimony on behalf of ComEd in this 437 

proceeding and what, in sum, are the topics that each witness addresses?  438 

A. In addition to me, each of the following witnesses provides direct testimony: 439 

 Christine M. Brinkman, CPA, ComEd’s Director of Rates and Revenue Policy 440 

(ComEd Ex. 2.0), describes the process of incorporating 2012 actual cost data and 441 

2013 projected plant investment data into the 2014 Initial Rate Year and 2012 442 

Reconciliation Revenue Requirements.  She explains how the updated cost 443 

information has been used to determine these updated revenue requirements, and 444 

supports several of the inputs to those calculations, including confirming the 445 

prudence and reasonableness of non-operational costs and investment 446 

expenditures in the relevant periods.  Ms. Brinkman also addresses the effect of 447 

the ROE Collar on the revenue requirements at issue, as well as several tax related 448 

items, and the appropriate billing determinants to use for Rate Year 2014.   449 

 Martin G. Fruehe, ComEd’s Manager, Revenue Policy (ComEd Ex. 3.0), 450 

presents and supports the majority of the specific data that populate the revenue 451 

requirement formula addressed by Ms. Brinkman (ComEd Ex. 2.0).  He supports 452 
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the calculation of the 2012 Rate Year Reconciliation Revenue Requirement 453 

derived from ComEd’s actual costs as reflected in its FERC Form 1 for the year 454 

ended December 31, 2012, and the 2014 Initial Rate Year Revenue Requirement.  455 

He also supports the reconciliation of the 2012 Reconciliation Revenue 456 

Requirement to the weighted average of the revenue requirements approved by 457 

the Commission’s orders in ICC Docket Nos. 10-0467 and 11-0721, on which the 458 

delivery service rates in effect during 2012 were based.  459 

 Joseph R. Trpik, CPA, ComEd’s Senior Vice President, Chief Financial Officer, 460 

and Treasurer (ComEd Ex. 4.0), supports ComEd’s capital structure and cost of 461 

debt, and the statutory calculation of ComEd’s cost of equity, upon which the 462 

2014 Initial Rate Year Revenue Requirement and the 2012 Reconciliation 463 

Revenue Requirement are based.  Mr. Trpik also proposes an adjustment to the 464 

short-term debt component of the capital structure to account for its use in 465 

funding reconciliation balances.  Mr. Trpik further presents the capital structure 466 

report called for by the Commission in ICC Docket No. 11-0721, supports the 467 

prudence and reasonableness of the Exelon Business Services Company costs and 468 

certain Administrative and General costs incurred by ComEd during 2012, and 469 

explains ComEd’s incentive and other compensation plans. 470 

 Michelle Blaise, ComEd’s Vice President, Engineering & Project Management 471 

(ComEd Ex. 5.0), describes and supports the actual 2012 distribution operating 472 

expense and operations-related plant investments included in ComEd’s 2012 473 

Reconciliation Revenue Requirement, as well as projected 2013 operations-474 
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related plant investments included in ComEd’s 2014 Initial Rate Year Revenue 475 

Requirement, and confirms that they are reasonable in amount and prudently 476 

incurred.  She also provides the plant investment information that would have 477 

been provided on Schedule F-4 of a Part 285 submission in a general rate case, as 478 

well as analogous information on recurring “blanket programs.”  She also 479 

identifies and explains EIMA investments outside of Customer Operations 480 

reflected in the 2012 Reconciliation Revenue Requirement and the 2014 Initial 481 

Rate Year Revenue Requirements.  Finally, Ms. Blaise supports ComEd’s 482 

incentive compensation programs from a distribution operations perspective and 483 

provides data requested by the Commission in that respect.   484 

 Ronald E. Donovan, P.E., ComEd’s Vice President, Customer Business 485 

Transformation and Technology (ComEd Ex. 6.0), describes the customer-related 486 

plant in ComEd’s rate base and the customer-related operating expenses included 487 

in ComEd’s revenue requirements, and confirms that they are reasonable in 488 

amount and prudently incurred.  He specifically discusses those Schedule F-4 489 

projects and blankets programs that are customer operations efforts.  He also 490 

identifies and explains the EIMA investments within Customer Operations 491 

reflected in the 2012 Reconciliation Revenue Requirement and the 2014 Initial 492 

Rate Year Revenue Requirement and provides the information the Commission 493 

sought regarding ComEd’s support of customer assistance programs.  Finally, Mr. 494 

Donovan supports ComEd’s incentive compensation programs from a customer 495 
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operations perspective and also provides data requested by the Commission in 496 

that respect. 497 

 Todd J. Jirovec, CPA, Vice President, Booz & Company (ComEd Ex. 7.0), 498 

presents testimony supporting and quantifying the costs ComEd incurred and the 499 

savings it achieved in 2012, as well as the costs and savings it expects to incur 500 

and achieve in the future as a result of the merger of its ultimate parent, Exelon 501 

Corporation, with Constellation Energy.   502 

 Anastasia M. Polek-O’Brien, Vice President and Deputy General Counsel, 503 

Exelon Business Services Corporation (ComEd Ex. 8.0), supports the 504 

reasonableness and prudence of ComEd’s rate case expenses incurred in 2012.  505 

 Michael F. Born, P.E., ComEd’s Manager, Distribution Capacity Planning 506 

(ComEd Ex. 9.0), supports the functionalization of ComEd’s plant and operating 507 

expenses.  Mr. Born also addresses the updated distribution system loss studies.  508 

While these studies primarily address rate design issues, they also, as in past 509 

years, have relevance to the updated costs.   510 

 Bradley L. Bjerning, a Principal Regulatory Specialist in ComEd’s Regulatory 511 

Strategies and Solutions group (ComEd Ex. 10.0), presents and supports the 512 

populated rate design model and confirms that it correctly incorporates the 513 

updated 2014 Rate Year Net Revenue Requirement.  Mr. Bjerning also presents 514 

an updated Embedded Cost of Service Study with updated cost data and historical 515 

weather normalized billing determinants that are also used to populate the rate 516 

design model.   517 
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 Christ T. Siambekos, ComEd’s Director, Finance (ComEd Ex. 11.0), quantifies 518 

EIMA investments and expenditures the Commission called for in ICC Docket 519 

No. 12-0321.  520 

V. CONCLUSION 521 

Q. What action should the Commission take in this proceeding?  522 

A. The Commission should approve the updated cost data provided in this filing, the revenue 523 

requirement and reconciliation calculations described in this filing, and the associated 524 

update of ComEd’s delivery services charges.  ComEd also requests the Commission 525 

make a finding as to the original cost of ComEd’s electric utility plant in service as of 526 

December 31, 2012, as described in and supported by the testimony of Mr. Fruehe 527 

(ComEd Ex. 3.0).   528 

Q. Does this complete your direct testimony? 529 

A. Yes.  530 




