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Pursuant to Section 200.800 of the Rules of Practice of the Illinois Commerce Commission 

(“Commission” or “ICC”) and the briefing schedule established by the Administrative Law 

Judges, the CITY OF CHICAGO (“City”) by its attorney, Stephen Patton, Corporation Counsel, 

and the Citizens Utility Board (“CUB”) by its attorneys, hereby submit this Initial Brief in this 

proceeding. 

  

I. INTRODUCTION / STATEMENT OF THE CASE 

This rate design proceeding has two distinct and important characteristics.  First, this is 

the first rate design proceeding for Commonwealth Edison Company (“ComEd’) since the 

Commission ordered ComEd to perform necessary cost allocation and rate design investigations 

in order to modify ComEd’s Embedded Cost of Service Study (“ECOSS”).  The ECOSS is used 

as the basis for ComEd’s rate design, and in ICC Docket No. 10-0467, the Commission explicitly 

ordered ComEd to investigate the impacts of its rate design on low-use residential customers, 

especially in the Chicago region.  Final Order, ICC Docket No. 10-0467 at 232 (May 24, 2011) 

(“Final Order”).  ComEd was ordered to present its findings and recommendations from those 
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mandated tasks in its next rate proceeding – this proceeding.  Id.  In that same docket, the 

Commission also adopted the “Chicago Method” for determining appropriate rates for ComEd’s 

Street Lighting delivery service class.  Final Order at 280.  Second, because of ComEd’s optional 

participation in the formula rate scheme established by Section 16-108.5 of the Public Utilities 

Act (“PUA” or “the Act”), this proceeding satisfies a statutory requirement for a rate design 

investigation which delayed possible earlier rate design proceedings.  220 ILCS 5/16-108.5(e).  

Ultimately, however, this proceeding is about one simple question: has ComEd properly 

designed its rates based on the costs to serve its ratepayers and allocated those costs 

appropriately? 

The last time the Commission looked at ComEd’s rate design, its concerns about the 

disparate impact of a Straight Fixed Variable (“SFV”) rate design on low-use customers resulted 

in an order directing ComEd to demonstrate whether that impact warrants a new class cost of 

service and rate design for a low-use subclass of residential customers.  Final Order at 232.  The 

Commission also emphasized the importance of how such a sub-class was.  Id.   

On April 30, 2013 ComEd filed its proposed rate design, a design that fails to address 

important substantive requirements and ignores direct Commission orders:  

○ ComEd did not define a sub-class of low-use ratepayers for whom the 
presence or absence of cost disparities could be determined through an 
ECOSS;   

○ ComEd did not define a sub-class of low-use ratepayers for which the impacts 
of the SFV rate design could be assessed, and a result, no assessment was 
made;    

○ ComEd did not coordinate its cost of service and rate design activities in a 
way useful for the Commission to understand how the two relate to each other 
for low-use ratepayers – instead, ComEd used its existing rate classes in its 
ECOSSs and the costs (for the existing classes) from the ECOSSs to develop 
its recommended rate design; and  

○ ComEd did not separate its conclusions regarding a low-use ratepayer sub-
class from its conclusions regarding geographic sub-classes despite the fact 



City/CUB Initial Brief 3 ICC Dkt. 13-0387 

that the Commission had not asked for a class defined by anything other than 
usage, no party in either the past or present docket has proposed geographic 
rates, and no other ComEd rate class contains a geographic component.   

ComEd’s evidence focuses more on defending the SFV rate structure than on providing 

the Commission requested investigation into alternative rate designs for a low-use ratepayers.  

Despite claims of neutrality about specific rate designs, ComEd argues strongly to retain the SFV 

approach, the fiction of “fixed” demand costs which include corporate overhead attributed to 

ratepayer accounts, and the radical increases that make ComEd’s customer charges the highest 

among major city utilities.  As a result, ComEd’s price curves are among the nation’s most 

regressive, with extraordinarily high prices for low-use and low-income consumers and a 

consistent decline to low prices for high users, in each residential customer class.   

ComEd failed to provide the additional information the Commission said it needed to 

assess the impact of its preferred rate design on low-use residential customers.  Not only do the 

cost of service studies ComEd offers the Commission fail to distinguish costs for low-use 

consumers, they in fact preclude any meaningful investigation into that question.  ComEd’s own 

rate design expert testified that he did not consider the usage based sub-class the Commission 

described.   

City/CUB have provided the only record evidence responsive to the Commission’s 

directives.  To answer the Commission’s questions, City/CUB’s expert, Edward Bodmer, 

presents a comprehensive examination of ComEd ratepayer usage and load-research data.  Mr. 

Bodmer, whose studies in Docket 10-0467 prompted the Commission’s low-use ratepayer 

directives, provides empirical evidence and analyses demonstrating that:   

○ The very impacts that concerned the Commission in Docket 10-0467 are 
present: the SFV rate design has radical and disparate impacts on low-use 
consumers;  
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○ Usage and demand are highly correlated and ratepayer accounts and demand 
are not correlated at all – findings ComEd made no attempt to refute; 

○ Since ComEd acknowledges that demand drives distribution costs, usage 
charges are a more appropriate proxy than the number of accounts for 
demand-based charges from economic efficiency, cost-causation, and energy 
efficiency perspectives;   

○ The impact of SFV on low-use ratepayers is exacerbated by ComEd’s failure 
to recognize cost factors (like density of ratepayer premises, the age of 
equipment, use of underground or overhead facilities, and the efficiency of 
consumer usage or load factor) that cause distribution costs to be lower for 
low-use ratepayers;   

○ Serious problems remain with ComEd’s residential load research sample and 
with the quality of ComEd’s load research;   

○ ComEd’s SFV rate structure is radically regressive, since low-income is 
closely correlated with low usage; and finally 

○ ComEd’s failed to calculate the City of Chicago’s Lighting rates using the 
costs the Commission expressly found appropriate for determining those rates 
in its Docket 10-0467 Order.   

Variations in usage explain more than 95% of the variations in ratepayers' demand and 

demand costs.  No variation in demand can be explained by the number of accounts, not even the 

remaining 5% that is not explained by usage.  That evidence is unrebutted.   

As a result, Mr. Bodmer proposes a moderated, alternative rate design, and related 

ECOSS modifications supported by ComEd’s own data.  His rate design is based on customer 

charges that vary with ratepayers' usage levels.  This proposal (a) avoids unfair, disparate 

impacts of SFV rates that are not supported by ComEd’s costs, (b) recognizes cost-causation for 

one of ComEd’s largest residential cost of service categories -- its demand (distribution) costs, 

(c) eliminates from ComEd’s customer charges the costs of utility ‘public goods’ (overhead 

unrelated to the number of accounts), and (d) accommodates ComEd’s desire for recovering 

costs through customer charges rather than usage charges.  The Commission should adopt the 

City/CUB modified rate design proposal.  
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However, simply eliminating the SFV rate design is not an adequate response to the 

problems the Commission identified in Docket 10-0467.  ComEd continues to mis-categorize 

miscellaneous overhead costs as customer related costs like market research, facility relocations, 

stolen electricity, etc., which have nothing to do with establishing accounts, measuring delivery 

service, or calculating, compiling and delivering consumers' bills.  Recovery of these improperly 

labeled costs can account for half of delivery service charges for some low-use consumers.   

Because ComEd failed even to define a sub-class of low-use residential customers, its 

studies did not determine costs of service for those ratepayers.  ComEd does not provide the 

information specific to low use ratepayers needed for the Commission to determine whether the 

costs of serving low users warrant treating them as a distinct sub-class or other rate design 

changes.  As a result, ComEd’s ECOSSs are not useful for analysts without ComEd's unique 

access to the utility's cost and ratepayer data, and without ComEd's ratepayer funding.  ComEd's 

ECOSS should be modified to account properly for the utility's lower costs of service for low-use 

consumers.   

II. COST OF SERVICE AND INTRACLASS ALLOCATION ISSUES 

In the 10-0467 Order, the Commission explicitly encouraged ComEd to look carefully at 

how the utility defines low-use consumers as a group:  The Commission also encourages ComEd 

to explore how it defines the low-use customer sub-class.  Final Order at 232.   

The context of that admonition was the Commission’s order that ComEd examine the 

impact of its SFV rate design on low-use residential consumers and the appropriateness of a 

separate sub-class for those consumers.  Id.  Under the Commission’s policy favoring cost 

causation in determining costs of service and the PUA’s mandate for reasonable, cost-based 

delivery service rates, any demonstration that the rate design and its impacts are reasonable 
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requires an accurate determination of the cost of serving low use consumers.  Id.; 220 ILCS 5/9-

201(c).  ComEd failed entirely.  The Company neglected or refused to define a sub-class of low-

use ratepayers whose costs could be studied.1  As a result, ComEd cannot refute the City/CUB 

evidence of cost differences and meet its burden of proving that its proposed rates are just, 

reasonable, and cost-based without determining costs caused specifically by the low-use 

residential sub-class.   

ComEd’s cost of service studies determine costs for pre-selected groups of ratepayers, 

generally referred to as classes.  Because of the way those studies are conducted, any 

investigation of the appropriateness of a new rate sub-class requires that sub-class to be defined 

and included in at least one of the many cost of service studies that ComEd provided.  As 

ComEd’s ECOSS witness Mr. Bjerning notes, “[d]elivery classes are assemblages of ComEd’s 

customers that are grouped together based upon certain common characteristics.”  ComEd Ex. 

3.0 at 13:242-243.  However, neither the Rate Design Initiative (“RDI”) nor any of the six other 

illustrative (“Illustrative”) ECOSSs that ComEd provided in this proceeding include a separate 

sub-class of low-use residential ratepayers.  The only conclusion left is that ComEd did not 

perform the investigation that the Commission ordered.   

Despite the fact that ComEd was in control of the data required to conduct such an 

investigation, and seeing the Company’s failure to do so, City/CUB presented evidence of cost 

characteristics for the low-use residential sub-class.  This evidence contradicts ComEd’s 

assumption of uniformity.  ComEd fails to prove that low-use residential consumers share the 

                                                 
1  ComEd did not use a consistent definition of low use ratepayers in the charts and graphs it presents in 

testimony.  Compare ComEd Ex. 2.0, 28:562 (bottom one-fourth of percentiles) and ComEd Ex. 13.0, 
26:495 (bottom one-tenth of percentiles).  Curiously, ComEd’s rate design witness, Mr. Tenorio, 
concluded that there was no need to define a low-use residential customer subclass.  Sept. 25 Tr. at 499-
500.  ComEd’s results are therefore confusing and only marginally useful to the Commission in its 
evaluations of rate design impacts and proposed changes.   
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relevant cost-characteristics with other residential consumers such that their “assemblage” results 

in just and reasonable rates.  See 220 ILCS 5/9-201(c).   

The reasonableness of a rate design’s impacts on a group of ratepayers cannot be 

evaluated without information regarding whether disparate impacts reflect disparate costs of 

service.  See Final Order at 232.  Ignoring the Commission’s directive to investigate the 

appropriateness of a rate design with questionable disparate impacts on low-use ratepayers, 

ComEd did not take the essential first step of providing the Commission with cost of service 

information for that group.  ComEd’s ECOSSs do not yield cost determinations that can be 

reconfigured on the basis of usage.  Thus, the Commission also is denied an opportunity to craft 

its own analyses. 

City/CUB’s expert Edward Bodmer has overcome the difficulties encountered to provide 

the information the Commission sought.  Mr. Bodmer has provided compelling evidence on the 

costs of service for low-use consumers using data made available for the first time by ComEd.  

His analyses determined that low-use consumers’ costs are, in fact, distinctive, not reflected in 

ComEd’s SFV rate design, and lower than the costs incurred by ComEd to serve high-use 

consumers.  For example, one of the major cost categories mis-apportioned by ComEd’s SFV 

rate design is demand costs.  Every ComEd ECOSS unambiguously classifies these costs as 

caused by and allocated on the basis of demand.  ComEd’s SFV rate design transforms these 

demand-related costs into customer account related costs (irrespective of the level of demand of 

those accounts) for cost recovery.  However, ComEd’s rate design expert admits that residential 

consumer demand costs continue to be caused by demand even when demand is not directly 

measured.  Sep. 25 Tr. 482:23-483:5.  ComEd witness Mr. Tenorio confirmed that ComEd incurs 

demand costs in precisely the same way for residential ratepayers as it does for those ratepayers 
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with demand meters.  Sep. 25 Tr. 483:6-484:21.  ComEd recovers demand costs for those 

customers through variable, demand based charges.  Sep. 25 Tr. 476:2-477:2.  Therefore, as Mr. 

Bodmer proposes, the demand related costs imposed on ComEd’s distribution system by 

residential customers should be recovered through the available measure which correlates most 

highly with demand -- usage.  This is especially true where more than 99% of variation in peak 

load can be explained by variation in usage.  City/CUB Ex. 2.0 at 7:143-144. 

On the record before the Commission, the City/CUB analyses are determinative.  ComEd 

provided no relevant empirical evidence to refute Mr. Bodmer’s findings.  In this instance, 

ComEd fails to meet its statutory burden of proof.  “The burden of proof to establish the justness 

and reasonableness of the proposed rates . . . in whole and in part shall be upon the utility.”  220 

ILCS 5/9-201(c).  Since ComEd has that burden, any failure of proof or absence of evidence 

must be held against ComEd.  Consumers should not suffer unfair and unjustified cost 

allocations or unsupported SFV rates simply because ComEd failed or refused to perform the 

tasks this Commission ordered.   Mr. Bodmer’s modified rate design based upon  

The cost of service aspects of ComEd’s Lighting Class rates are addressed in Section 

III.C.3 below. 

C. Potentially Contested Issues  

2. Cost Allocation by Sector versus Delivery Class 

3. Other Cost Allocation Issues 

   b. Residential Cost Allocation Adjustment 

ComEd’s various RDI and illustrative ECOSSs correctly attribute certain costs that 

ComEd incurs on the basis of demand.  ComEd’s Residential Usage and Bill Impact Study 

acknowledges that distribution costs are driven by peak demand, not the number of consumers.  
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ComEd Ex. 2.33 at 17.  Indeed, if ComEd cannot recognize the cost differences attributable to 

usage and demand differences, the Commission should question ComEd’s participation under the 

Energy Infrastructure and Modernization Act (“EIMA”), which requires ComEd to implement 

advanced meters that measure consumer demand.  See 220 ILCS 5/16-108.5(b).  With even 

better measures of demand for its ECOSS and a mechanism for residential demand rates, the 

distribution costs properly classified and allocated based on cost causation can and should 

recovered based on cost causation.  Only in its post-ECOSS re-labeling and rate design does 

ComEd err in the manner it treats demand-driven distribution costs.  ComEd’s SFV rate design 

recovers them on a flat per-account basis rather than on the basis of demand (or its closest 

measured proxy).   

However, ComEd’s various RDI and Illustrative ECOSSs contain flaws relating to non-

demand costs that the Commission should correct.  City/CUB’s proposed ECOSS adjustment 

comprises modifications to correct two flaws in ComEd’s studies: failure to examine cost-

characteristics related to serving low-use ratepayers and failure to properly categorize costs 

unrelated to the existence of a ratepayer account. 

Cost-Characteristics of Serving Low-Use Ratepayers 

First, City/CUB analyzed the geographic, usage, and cost data regarding residential 

ratepayers made available by ComEd through data request responses.  This analysis is the only 

record evidence that examines the relevant cost-characteristics of low use ratepayers, including 

the costs of serving consumers and the drivers of those costs.  Because the RDI and Illustrative 

ECOSSs provided by ComEd fail to recognize those cost differences, those ECOSSs must be 

modified to recognize the distinctive cost characteristics of low use consumers.  ComEd’s failure 

to study the costs properly attributable to low use residential consumers despite the 
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Commission’s directives means that the only record evidence on that issue is now the unrebutted 

analyses of Mr. Bodmer.   

The unrebutted evidence advanced by Mr. Bodmer of the distinct cost characteristics of 

low-use residential consumers was summarized in the beginning of his direct testimony: 

The cost per kWh of delivery services increases with ratepayer usage in the 
residential class, because low usage is closely correlated with (1) high density; (2) 
better load factors; (3) older housing stock and distribution equipment; (4) less 
tree trimming; and, (5) more overhead lines. ComEd’s actual costs of service, 
which increase as usage increases, are not reflected in the opposite pattern of 
ComEd’s rate structure, in which prices decline sharply as usage increases. 
City/CUB Ex. 1.0C at 4:47  

(1) High Density 

ComEd does not deny that the more facilities or equipment are required, on a per 

consumer basis, to serve a group of consumers, the higher the cost to serve that group.  ComEd’s 

Director of Rates and Revenue Policy, Ms. Brinkman, admits that the fair and reasonable portion 

of costs to be recovered from ratepayers should relate to the amount of ComEd facilities and 

equipment that those customers actually utilize in order to receive electric delivery service from 

the Company.  Sept. 24 Tr. At 44:15-45:2.  Yet, ComEd’s ECOSS intra-class allocations 

apportion the cost of equipment and facilities as if each consumer within a delivery class uses 

exactly the same proportion of those facilities and equipment.   

Mr. Bodmer’s unrebutted evidence shows that consumers located in one of the 19 ComEd 

Delivery Service Regions with high population density utilize, on a per consumer basis, less of 

ComEd’s facilities and equipment.  His analysis determined that the number of poles, the amount 

of primary wire, and the amount of secondary wire per ratepayer are much lower in ComEd 

Regions where the population is more densely distributed.  City/CUB Ex. 1.0C 46:687-694.  

With respect to the depreciated cost of wires (or “conductors”), which constitutes 86% of the 
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total cost of distribution for ComEd, ratepayers in the two Chicago ComEd Regions utilize 

dramatically lower miles per ratepayer than other ComEd Regions: 

.  

City/CUB Ex. 1.0C 47:697-709.   

This shows that certain Regions are correlated strongly with low-use.  Mr. Bodmer found 

that (1) higher density is strongly correlated with low use and (2) higher cost is strongly 

correlated with higher usage.  City/CUB Ex. 1.0C 50:723-730.  Taken together, these findings 

mean that usage can safely be used as a measured proxy for both density and cost of service.  

Yet, ComEd’s ECOSSs apportion the cost responsibility for these wires as if each residential 

ratepayer in each ComEd Region uses precisely equal portions of those facilities.  ComEd 

continues to utilize this method to apportion its costs despite properly allocating costs between 

classes on the basis of relative demand.  City/CUB Ex. 1.0C 76:1197-1206.   
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Mr. Bodmer’s proposal to account for ratepayer density in apportioning costs is not a 

radical modification of ECOSS procedures.  In fact, ComEd has accounted for density in past 

cost studies, and used engineer survey forms to determine how many facility miles were 

attributable to each consumer.  City/CUB Ex. 1.0C 49:712-50:720.  Based on the record 

evidence demonstrating that low-use consumers have distinctive – and lower – cost 

characteristics compared to the residential class, ComEd’s ECOSSs should be modified to reflect 

those characteristics. 

(2) Load Factor 

Mr. Bodmer defines annual load factor as “average usage per hour over the course of a 

year divided by usage at the time of ComEd’s system peak.”  City/CUB Ex. 1.0C 45:665-666.  

Higher load factors mean lower costs.  This measure illustrates how steady a group of 

consumers’ usage is relative to the peak of the facilities that ComEd serves.  City/CUB Ex. 1.0C 

45:666-667.  Because the load factor of consumers is inversely proportional to the cost to serve 

those consumers, consumers with higher load factors should have lower per kWh prices.  

City/CUB Ex. 1.0C 45:667-674.  Mr. Bodmer’s analysis established that the load factor inside 

the City of Chicago is 23% better than the load factor outside the City, and that load factors for 

low use consumers are higher than load factors for high use consumers regardless of where they 

are located.  City/CUB Ex. 2.0 at 7:136-139; 33:602-603. 

ComEd witness Mr. Tenorio attempts to criticize Mr. Bodmer’s load factor conclusions 

with an analysis using peak load for individual consumers.  Yet, individual peak load is never 

used in ComEd’s ECOSS, where all primary facilities costs are allocated on the basis of 

coincident peak and other costs are allocated on non-coincident peak class-wide bases.  

City/CUB Ex. 2.0 32:592-595; Sept. 25th Tr. at 463:10-464:5.  The relevant peak load factor for 
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purposes of cost causation is the system regional peak.  City/CUB Ex. 2.0 33:616-617.  Mr. 

Tenorio’s method uses peaks from totally different dates – which ComEd does not (and should 

not) use to determine the demand costs that drive their distribution charges, because doing so 

ignores load diversity.  City/CUB Ex. 2.0 33:616-620; 34:632-640.  Given that the primary load 

factor that drives ComEd’s cost allocations in its ECOSS is the coincident peak load, Mr. 

Bodmer uses this load factor and the slightly less relevant class peak (which is used to allocate 

secondary costs) in conjunction with detailed 2010 usage data to conclude that the load factor is 

better for low use residential consumers until consumption reaches about 500 kWh per month, as 

shown in the graph below.  

 

City/CUB Ex. 2.0 36:660-668.   
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Given their superior load factor, and thus lower cost to serve, the record evidence 

demonstrates that distinctive and lower cost-characteristics of low-use residential consumers 

should be recognized in ComEd’s ECOSSs.  

(3) Older Equipment 

In measuring the embedded cost of service, the age of equipment affects the costs 

allocated to any group of consumers because (1) the original invested cost of equipment is lower 

for older facilities due to inflation and real increases in the cost of copper; and (2) the 

accumulated depreciation on older equipment is higher, lowering the net rate base cost to be 

recovered from consumers using that equipment.  City/CUB Ex. 1.0C 55:783-56:786.  In fact, in 

a previous rate case, ComEd demonstrated that the cost per mile of new distribution lines was 

almost three times greater than the cost of existing lines and that the inflation rate for overhead 

distribution lines was almost seven times greater than the overall inflation rate.  City/CUB Ex. 

1.0C 56:789-795.  Mr. Bodmer concluded that ratepayers served with older equipment imposed 

fewer costs on ComEd’s distribution system.  He also concluded that ratepayers served with 

older equipment are located in areas that correlate highly with low usage.  City/CUB Ex. 1.0 at 

56:796-797.  Therefore, the record evidence again demonstrates that ComEd’s cost to serve low-

use residential ratepayers is less than the cost to serve the rest of the residential classes, a 

characteristic which should be reflected in ComEd’s ECOSSs. 

(4) Tree Trimming 

ComEd does not deny Mr. Bodmer’s conclusion that residential ratepayers who reside in 

locations that correlate with low-use also reside in the ComEd Regions that requires less tree 

trimming to serve those ratepayers.  City/CUB Ex. 1.0C at 5:49-50.  Therefore, the record 

evidence again indicates that ComEd’s cost to serve low-use residential ratepayers is less than 
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the cost to serve the rest of the residential classes, and ComEd’s ECOSSs should be modified 

accordingly. 

(5) Overhead Lines 

Even assuming that each ComEd residential ratepayer used the same portion of 

equipment and facilities, Mr. Bodmer’s testimony established that the cost per unit of equipment 

was significantly lower within the two Chicago Regions than in other Regions.  City/CUB Ex. 

1.0C 53:758-760.  ComEd does not contest that the cost of underground lines is somewhere 

between 1.78 and 5 times the cost of overhead wires. City/CUB Ex. 1.0C 53:747-753.  

Measuring the cost responsibility for underground lines in miles of underground conductors per 

account, Mr. Bodmer found that the two Chicago Regions have significantly lower 

undergrounding than all but one other Region (City/CUB Ex. 1.0C 54:769-773): 
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Furthermore, Mr. Bodmer found a strong positive correlation between underground cost 

responsibility and usage, demonstrating that low users (wherever they may be located in 

ComEd’s service territory) use fewer underground facilities per account than high users.  Thus, 

low-use residential ratepayers utilize a smaller portion of some of the most expensive of 

ComEd’s distribution equipment than high-use residential ratepayers.  Yet, ComEd’s ECOSSs 

apportions the cost responsibility for these facilities as if each residential ratepayer used exactly 

the same amount and type of facilities.  The record evidence demonstrates a distinctive and lower 

cost to serve low-use residential ratepayers than the rest of the residential class and ComEd’s 

ECOSSs should be modified to reflect that distinction. 

Costs Unrelated to Ratepayer Accounts 
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Second, Mr. Bodmer corrected ComEd’s unjustified treatment of costs unrelated to the 

existence of a ratepayer account, usage, or demand.  In ComEd’s ECOSS studies such costs are 

arbitrarily deemed “customer-related” by ComEd and recovered in equal amounts from each 

residential ratepayer.  For non-space heating residential ratepayers, such costs that ComEd 

classifies as caused by the mere existence of each account total to $458 million.  Mr. Bodmer 

analyzed ComEd’s information and concluded that the correct allocation of such costs would 

cause the “customer related” costs for multi-family non-space heat consumers to be reduced by 

$55 million (about 20%) and those for single family non-space heat consumers to be increased 

by $42 million (about 4%).  City/CUB Ex. 1.0C 57:808-819.  The remaining costs ($13 million) 

would be allocated to space heating consumers.   

ComEd witness Mr. Bjerning claims that Mr. Bodmer is mistaken in the amounts he 

attributes to ComEd’s “customer related” costs by including Metering Services costs and 

excluding Services costs and in his percentage conclusions.  ComEd Ex. 7.0 at 265-270.  This 

criticism fails to account for the method of Mr. Bodmer’s identification of “customer related” 

costs: those costs that ComEd attributes to the basic metering and billing functions that change 

when ComEd gains or loses a ratepayer account.  Mr. Bodmer did not include in his calculation 

costs such as the cost of service lines which are distribution related and which should allocated 

on the basis of usage.  City/CUB Ex. 2.0 at 823-825.  Mr. Bodmer’s calculations do count the 

costs that ComEd labels “customer installation,” such as the costs associated with consumer 

complaints, stolen electricity, and relocation of facilities, because ComEd charges costs in this 

account on the basis of ratepayer accounts, just like billing and metering costs.  City/CUB Ex. 

2.0 at 825-827.  ComEd maintains that the costs that Mr. Bodmer attributes to the metering 

function still fail to include the costs associated with the infrastructure, personnel and services 
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associated with a meter in order to render the charges on a monthly bill.  ComEd Ex. 14.0 at 19.  

However, ComEd’s own testimony fails to establish, once again, that these costs (even if 

included) increase in proportion to the number of ratepayer accounts.  

To aid the Commission in more fully and accurately removing non-account related costs 

from the “customer related” costs of ComEd’s ECOSS, Mr. Bodmer used the cost-identification 

device of splitting a house or building into separate accounts to determine which costs are truly 

caused by the mere existence of a ratepayer account.  City/CUB Ex. 1.0C 61:897-902.  It turns 

out that the only costs truly caused by the creation of a ratepayer account are the costs of more 

meters and more bills.  City/CUB Ex. 1.0C 62:910-911.  For example, meter reading costs do not 

change much when an account is split in two; executive compensation hardly changes; the need 

to pay for advertising does not double; and the costs of market research, stolen electricity, 

reconnecting ratepayers, providing technical services to ratepayers, relocating facilities, 

regulatory strategy, administrative costs, and billing system costs do not double.   

Yet, ComEd’s method of functionalizing its costs in its various ECOSSs treats all of 

these costs as directly account related.  Under ComEd’s cost determination process, splitting one 

account into two would double those expenses.  These assumptions, however, are not based on 

empirical data, not based on objective statistical analysis, and lack any policy justification.  Costs 

that do not fit into ComEd’s usual cost causation buckets (amount of usage or demand, number 

of accounts, etc.) because they are directly caused by one of those measures should be allocated 

on the basis of some other billing determinant, such as revenue, as Mr. Bodmer suggests.   

Just because ComEd believes that it cannot allocate the rest of the “customer related” 

costs in a manner that it can measure does not, by utility fiat, transform those costs into costs 

caused by the mere existence of a ratepayer account.  ComEd’s method of allocating these costs 
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by account results in these basic “customer related” costs constituting more than 50% of the 

entire cost of delivery services for multi-family ratepayers and more than 32% of the entire cost 

of delivery services for single family ratepayers.  City/CUB Ex. 1.0C 58:827-830.  Of course, the 

unreasonably high amount of account-related costs is not the sole reason why the Commission 

should reject ComEd’s method of allocation. But ComEd’s failure to justify this allocation on the 

basis of ratepayer accounts should inform the basis of the Commission’s decision.   

ComEd introduced the testimony of Mr. Donovan to explain the delivery service 

functions represented by costs that the Company claims are caused by the mere existence of a 

residential ratepayer account.  Unfortunately, this testimony fails to establish that any of the costs 

he identified would double when a single family home splits into a duplex or when a multifamily 

unit is split into further sub-units.  City/CUB Ex. 2.0 866-869.  ComEd does not define an 

alternative process for reliably identifying the costs actually and directly related to ratepayer 

accounts.  While Mr. Donovan alludes to a prior ComEd study for his claim that consumer usage 

does not change the amount of certain costs incurred by ComEd to serve residential classes of 

ratepayers, the “study” he refers to simply repeated conclusory statements, without empirical 

proof or objective analysis:  

[C]ustomer information costs include costs for market research, demand management, and 
advertising. As a result, these costs vary according to the number of customers, and are not 
dependent upon usage.  City/CUB Ex. 2.0 at 47:873-878. 
 

Mr. Donovan’s testimony recommits ComEd’s basic error in functionalizing certain costs to serve 

the residential ratepayer class: if a cost cannot be directly tied to usage, it must be related to an 

account.  ComEd fails to effectively criticize Mr. Bodmer’s method of determining which costs are 

actually caused by the mere existence of a ratepayer account and ignores the objective statistical 

evidence that demonstrates that there are little to none of such account related costs.  
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Indeed, Mr. Bodmer’s statistical analysis of the usage and load data, provided by ComEd 

from its load research sample of residential meters, establishes that no amount of demand can be 

correlated with the presence of a ratepayer account.  City/CUB Ex. 2.0 at 7:135-136.  This 

analysis could have been performed by ComEd to test its theory that $458 million worth of costs 

are caused by the mere existence of residential ratepayer accounts.  However, instead, ComEd 

used anecdotal stories of vacation homes and mansions located in the same zip code with 

apartment buildings to challenge the strong usage and demand correlation for residential 

consumers.  Such anecdotes do not comprise an objective analysis of its own ratepayer data, and 

they fail to rebut Mr. Bodmer’s findings.  ComEd’s anecdotal evidence regarding vacation 

homes is unquantified as a percentage of total ratepayers, leaving its significance a total mystery.  

Even if quantified, any such instances do not account for residential account-holders moving, 

taking vacation, or for the more expensive and numerous facilities required to serve a large 

home, in comparison to a small one, irrespective of when their inhabitants take vacations.  

City/CUB Ex. 2.0 at 29:541-30:565.   

Mr. Bodmer’s statistical analysis of ComEd’s own data concludes that there is no amount 

of usage or demand related to the mere presence of a customer account.  City/CUB Ex. 2.0 at 

16:318:321.2  Taken together with ComEd’s concession that its distribution costs are driven by 

demand, the lack of any relationship between accounts and demand means that using the number 

of ratepayer accounts to apportion demand related costs is unsupported by the record evidence 

and results in unjust and unreasonable rates. 

The graph below compares residential consumer usage over the year to usage in the peak 

month of August in 10kWh increments of usage.  This graph demonstrates why, based on 

                                                 
2 Mr. Bodmer’s full statistical analysis of ComEd’s load research data is contained in City/CUB Ex. 2.1 

titled Correlation Between Usage and Demand. 
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statistical evidence rather than anecdotal stories, no amount of usage or demand can be attributed 

to the presence of consumer accounts because of two reasons: (1) The correlation of 99% is very 

high and suggests that there is little to be explained by any other variable (namely, the number of 

accounts); and (2) Usage does not cross the vertical access above zero, which would occur if 

some peak demand were correlated to the mere existence of a consumer account.   

 

City/CUB Ex. 2.0 16-17. 

The Commission has in fact already partly addressed this issue with a previous decision 

to remove certain uncollectible account expenses from the default “customer related” bucket.  

Final Order at 204.  This acknowledgement establishes Commission policy that costs unrelated 

to the number of accounts or demand can be allocated on the basis of some other billing 

determinant, which, in the case of uncollectible expenses, is now allocated on the basis of 
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revenue.  Id. The Commission has also required ComEd to study whether costs classified as 

customer costs should instead be related to energy usage.  08-0532 Order at 76-77.  ComEd still 

has not closely examined other costs that do not fit neatly into one of its cost causation buckets in 

the manner the Commission scrutinized uncollectible expenses.  It offers no evidence to support 

its allocation of such costs. 

ComEd’s method of functionalizing costs that are not directly related to its available 

measurables lacks any justification, and as demonstrated by City/CUB, results in unjust and 

unreasonable rates for low-use residential ratepayers.  Given ComEd’s admitted corporate 

objective to ensure “revenue stability,” the Commission should view ComEd’s functionalization 

of the costs in its ECOSSs as “customer related” with skepticism.  See ComEd Ex. 5.0 at 8:164-

9:181.  Mr. Bodmer recommends that such costs be allocated on the basis of revenues or usage 

 D. Overall ECOSS Recommendation  

As a result of Mr. Bodmer’s examination of how ComEd functionalizes its costs in its 

multitude of ECOSSs, the Commission should order ComEd to engage in a three-step analysis to 

create a proper Embedded Cost of Service Study.  City/CUB Ex. 1.0C 82:1346-83:1353.  First, 

the Commission should order ComEd to compute the true costs caused by having a ComEd 

residential ratepayer account, which Mr. Bodmer demonstrated are only the costs of a standard 

meter and printing and sending a bill.  Second, the Commission should order ComEd to re-

classify its cost of service by separating the costs truly caused by the existence of a ratepayer 

account from the other costs incorrectly classified now as customer related.  Third, the 

Commission should order ComEd to allocate the costs that ComEd separates in the second step 

and other costs that are not directly related to usage, demand, or accounts on the basis of usage or 

revenues rather than number of ratepayers for the Residential Sector. 
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IV. RATE DESIGN 

A. Overview 

In the Final Order, the Commission gave ComEd clear directives regarding its concerns 

about ComEd’s rate design and its impact on low use residential ratepayers.  The Commission 

ordered ComEd to investigate the cost of service and rate design implications of “the impacts [of 

ComEd’s SFV rate design] on the low-use subgroup in the residential customer class.”  ComEd 

also was ordered to provide evidence respecting the appropriateness of a new class (for cost of 

service and rate design purposes) “for that identifiable group.”  Final Order at 232.   

However, the Commission takes particular note of arguments regarding the 
possible disparate impact of a SFV design on low-use customers, especially in the 
Chicago region. Therefore, in its next rate proceeding, ComEd must provide 
evidence that demonstrates whether the impacts on the low-use subgroup in the 
residential customer class are such that it would be appropriate to have a new 
class cost of service and rate design for that identifiable group. The Commission 
also encourages ComEd to explore how it defines the low-use customer sub-class.  
Id. 

ComEd has not provided a meaningful response to either directive.   

To fill that void, City-CUB witness Mr. Bodmer used extensive, newly available data for 

ComEd’s residential ratepayers to perform the requested analyses.  City/CUB Ex. 2.0 at 5-9; 

City/CUB Ex. 1.0C at 23-42.  His analyses show the impact of ComEd’s SFV rates on low-use 

consumers, both in dollar terms and in comparison to the impacts of rate designs used by utilities 

serving other large metropolitan areas.  See City/CUB Ex. 2.0 at 26, 27, 34.  The results 

demonstrate that the impacts of ComEd’s SFV rate design on low-use consumers are, in fact, 

disparate as between low-use and high-use ratepayers, the most regressive in the nation.  They 

are unfair, unjust, and unreasonable since the costs of serving low-use residential ratepayers are 

relatively low while at the same time the prices they pay are higher.  City/CUB Ex. 1.0C at 42-

56.   
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ComEd’s failure to provide the information the Commission requested is attributable to 

three fundamental deficiencies in its analyses.   

First, ComEd never defined a low-use subgroup of residential customers, to perform the 

investigations the Commission ordered.  Sep 25 Tr. 471. That decision ignored both the 

Commission’s focus on “the low-use subgroup” of residential ratepayers and its explicit 

admonition regarding the importance of how “the low-use customer sub-class” was defined.  

Final Order at 232.  Without a defined, distinct class to study, ComEd’s ECOSS could not 

determine whether cost of service differences require a new low-use sub-class.  Sep 25 Tr. 471.  

In turn, ComEd could not determine whether costs for that potential sub-class support the rates 

imposed under the SFV design.  The evidence ComEd was ordered to provide -- evidence 

demonstrating whether disparate rate impacts on low-use consumers warrant a new sub-class and 

rate design -- unavoidably requires a defined group of affected consumers.  As the Commission 

cautioned, the lack of a consistent, articulated definition of the subgroup of low-use consumers 

being examined devalues studies -- like ComEd’s -- that are conducted without a clear focus.   

Second, ComEd’s impact studies focus almost exclusively on comparisons of entire bills, 

instead of the portion of bills ComEd provides, and the Commission regulates.  As a result, the 

usefulness of ComEd’s conclusions is diminished. 

Third, rather than present as ordered the impacts of its SFV rate design on low-use 

ratepayers, especially perhaps those in the City of Chicago, ComEd undertook analyses focused 

instead on a question of its own.  ComEd asked whether a geographically defined, low-use 

residential sub-class is appropriate.  Sep 25 Tr. 495.  Unsurprisingly, ComEd concluded that “it 

would not be appropriate to define a low usage residential sub-class on the basis of geography.”  

ComEd Ex. 13.0 at 9:181.  Mr. Tenorio’s claim that a mention of the Chicago region as one area 
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of particular concern transformed a usage based directive into s geographic one is inconsistent 

with directives regarding “low-use customers.” Sep 25 Tr. 495.  ComEd’s interpretation of the 

Commission’s directive is neither reasonable nor credible, and serves only to deny the 

Commission the requested information.  ComEd never examined the merits of a low-use sub-

class unconstrained by zip codes.  The utility of ComEd’s analyses in assessing the 

appropriateness of a broader low-use sub-class was effectively extinguished by its focus.   

C. Potentially Contested Issues  

1. Residential   

a. Straight-Fixed-Variable (SFV) 

      i. ComEd’s Impact Analyses Are Inadequate.   
 

ComEd’s response to the Commission’s directives concerning the impact of SFV rates on 

low-use residential ratepayers is fundamentally inadequate.  First, ComEd never defined a low 

use sub-group that would allow a serious investigation of disparate costs or disparate rate 

impacts for low-use consumers.  Sep 25 Tr. 471.  In the face of the Commission’s clear 

admonition encouraging care in ComEd’s definition of a low-use consumer subgroup, ComEd’s 

failure even to define a ratepayer group to be studied must be seen as a failure to comply with 

that Commission order.  ComEd is wrong to claim that it conducted the mandated investigation 

(ComEd Ex. 2.0 at 68 (chart entry)) when it still has not satisfied that prerequisite for any serious 

inquiry.   

The necessity of a defined subgroup is proved by ComEd’s dozens of charts, tables, and 

graphs in its testimony and investigation report.  To develop those submissions, subgroup 

definitions were unavoidable.  However, ComEd used ad hoc subgroups for that purpose, with 

definitions that varied from one chart or graph to another.  Sep 25 Tr. at 399.  As a result, the 
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Commission cannot consolidate the claimed findings of ComEd’s analyses, since they lack a 

common focus.1  Moreover, since ComEd’s ECOSSs never examined costs of service for any 

defined sub-class of low-use consumers, every ComEd analysis rests on the assumption that the 

cost of service for low-use consumers is the same as the cost for high use consumers.  See 

City/CUB Ex. 1.0C at 523 (challenging that assumption).  The result is that ComEd’s overall 

conclusions merit little (if any) weight in the Commission’s deliberations, because of these 

defects and other flaws in ComEd’s individual analyses.  Yet, even without that necessary 

foundation, ComEd claims that: 

The observations and evidence studied in this analysis reveal that there is no cost 
basis for creating additional residential delivery classes within the Company's rate 
structure, nor is there a pervasive inequity that might warrant a restructuring of 
charges for delivery service within the existing residential delivery classes.  In 
particular . . . Most customers did not see a dramatic increase in their bills for 
electric service due to the institution of the SFV rate design.”  ComEd Ex. 2.33 at 
31.    

CUB/City witness Mr. Bodmer examined the bases for each of ComEd’s major conclusions.  He 

found the conclusions about low-use consumers unsupported by ComEd’s residential usage data 

or its reported analyses.  See City/CUB Ex. 1.0C at 4-6.    

Second, for its data analyses, ComEd added a geographic element to the Commission’s 

inquiries about a possible low-use sub-class, asking whether a geographically defined, low-use 

residential sub-class is appropriate.  Sep 25 Tr. 495.  ComEd claims that it found this unusual 

element in the Final Order, even though no other ComEd rate class limits eligibility by 

geography and the Commission's directive to provide information on the cost characteristics of 

low use customers included no geographic component.  In this context, Mr. Tenorio claims that 

mere mention of the Chicago region as an area of particular concern determined the substantive 
                                                 
1    In contrast, Mr. Bodmer’s analyses evaluated costs and rate impacts for the entire range of residential 
customer usage.  See City/CUB Ex. 1.0C at 10, Fig. 1.   
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scope and focus of the mandated studies of "low-use customers."  The predictable answer to 

ComEd’s self-directed study is that the "results showed that it would not be appropriate to define 

a low usage residential sub-class on the basis of geography."  ComEd Ex. 13.0 at 9:181.   

Such an analysis ignores the question the Commission asked.  While the Commission 

expressed concern regarding the impact of ComEd’s SFV rate design on low-use ratepayers, 

especially about the impacts in the City of Chicago, the Commission did not direct ComEd to 

develop a geographic sub-class of residential ratepayers.  Instead, the Commission asked ComEd 

to look at the development of a low-use sub-class of residential ratepayers – wherever they may 

be located.  Final Order at 232.  But that is not the study ComEd pursued.  ComEd never 

examined the merits of a well-defined, low-use sub-class unconstrained by zip codes.  The 

usefulness of ComEd's analyses was effectively extinguished by that failure.   

Third, ComEd mis-identifies the causes of observable impacts of the SFV rate design on 

low-use consumers.  Since ComEd agrees that “cost recovery should reflect cost causation” (Sep 

25 Tr. 403), errors in ComEd’s failure to identify cost differences for low-income consumers 

distort its rate design and its study conclusions.  In fact, ComEd’s SFV rate design is not dictated 

by costs of service at all.  In a reversal of the usual rate design process, ComEd’s rate design 

preference determined the development of cost justifications.  To support its move to higher, 

uniform fixed customer charges, ComEd relies on its reclassification of costs as “fixed” costs -- a 

rhetorical cost category that does not exist in ComEd’s cost of service studies.  In its ECOSSs, 

the “fixed” costs ComEd insists must be recovered through customer charges include: 

1) Demand costs, which are allocated and recovered on the basis of the varying 
demand whenever demand can be measured; 

2) Corporate overhead costs that ComEd incorrectly labels customer related, so 
as to allocate and recover them based on the number of accounts; and 
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3) Cost calculations that ignore intraclass cost differences attributable to factors 
(like the age of equipment and ratepayer density) that are highly correlated 
with usage, but are no longer reflected in ComEd’s newer ECOSSs.   

The mis-identification of these costs in ComEd’s ECOSSs is discussed in section II.C above. 

Fourth, in ComEd’s SFV rate design, cost causation is subordinated to the utility’s 

objective of increased revenue assurance through higher fixed monthly charges.  Fixed customer 

charge revenues are unaffected by the influences of weather, ratepayers’ consumption choices, or 

energy management practices.  ComEd supports higher fixed charges by creating a new cost 

category that exists solely for the purpose of rate design.  The “fixed” cost device replaces the 

causation-based cost determinations of ComEd’s completed ECOSSs -- labeling them “fixed” for 

recovery through fixed charges, as though they are customer-related.   

The statements of ComEd’s lead witness, Ms. Brinkman, confirm the motivation behind 

high fixed monthly charges.  The objective is a rate design that “will provide ComEd with a 

better opportunity to recover its Commission approved revenue requirement.”  ComEd Ex. 5.0 

Corr. at 9:174.  However, ComEd now enjoys a regime of formula rates, which was implemented 

(Dkt. 11-0721) after the Commission last considered the notion of SFV rate designs in a ComEd 

case (Dkt. 10-0467).  ComEd’s formula rates regime now provides both a decoupling of recovery 

from most usage risks and provides the added assurance of a revenue requirement reconciliation 

process.  Thus ComEd has a virtual guarantee that it will recover its revenue requirement with 

even less regulatory lag than before, one which makes it unnecessary for ComEd to impose 

inequitable, regressive rates. 

Nonetheless, ComEd asserts a continuing need to enhance its revenue requirement 

collections, clearly explaining the abandonment of its claimed rate design neutrality, to defend its 

SFV rate design.  ComEd’s assessment of its current circumstances is that “EIMA in no way 
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assures ComEd’s full revenue requirement3 will be recovered” (Id. at 9:173), due to the 

Commission’s “prudence and reasonableness review” (Id. at 9:171).  Moreover, according to 

ComEd, “even if EIMA ensured revenue stability – and it does not – EIMA does not provide the 

long-term revenue stability that Mr. Bodmer claims.”  ComEd Ex. 5.0 Corr. at 9:178 (emphasis 

added). 

ComEd’s pretense that rate design is a “zero sum game” about which ComEd is neutral 

as to various revenue neutral rate designs is false.  The implications of the Company’s revenue 

stability motivation in rate design and cost allocations are significant.  Thousands of utility cost 

study and rate design decisions involve some measure of subjectivity.  Each of those decisions is 

vulnerable to deliberate or inadvertent influence from an aggressive corporate objective.  Thus, it 

is not surprising that so many of ComEd’s costs are classified as “fixed” or as customer-related 

costs, which are then recovered through the customer charge.  The Commission cannot 

reasonably assume such subjective decisions have been unaffected.  City/CUB Ex. 2.0C at 23-

25:412-462.   

This reality is exemplified by ComEd’s negative definition of customer costs.  According 

to ComEd, any cost that is not directly related to usage is -- by default -- a “fixed” cost that must 

be recovered through the customer charge.  City/CUB Ex. 1.0C at 69:1054.  Allocating and 

recovering the maximum achievable amount of the utility’s demand/distribution costs on the 

basis of customer accounts notwithstanding the absence of any demonstrated correlation (Sep 25 

Tr. 460) provides the revenue stability ComEd has prioritized.  That “fixed” cost fiction allows 

ComEd to claim that its rates are cost based while at the same time serving ComEd’s higher 

objective of revenue assurance.  As Mr. Bodmer suggested in his response to Ms. Brinkman: 

                                                 
3 ComEd appears to misapprehend its revenue requirement as its own calculation, rather than what the 

Commission approves after it prudence and reasonableness review.   
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The question raised by Ms. Brinkman’s testimony is whether the Commission 
must also adopt a rate design policy that dramatically discourages energy 
efficiency [and cost causation and economic efficiency] to provide even more 
certainty for ComEd.  City/CUB Ex. 2.0 at 25:459; also ComEd Ex. 5.0 Corr. at 
8:152; ComEd Ex. 16.0 Corr. at Ex. 27:522.   

Where the results of data analyses challenge the appropriateness of ComEd’s fixed 

customer charge recovery, ComEd attempts to explain away the results with anecdotal 

observations about anomalous ratepayer accounts like vacation homes in urban areas.  ComEd 

Ex. 2.33 at 31.  For example, ComEd concludes that "[m]any accounts with low electricity usage 

have designations that indicate the electricity usage, or lack thereof, is for an overall building 

purpose, such as an alarm or fire pump that is rarely, if ever used, and are not for premises that 

are used for general day-to-day residential living purposes."  ComEd Ex. 2.33 at 31.  ComEd’s 

failure to define its study subgroup distorts the utility’s study results. 

Without a candid review of the impacts of ComEd’s move to SFV rates and low-use 

consumers’ costs, the possibility of a move away from ComEd’s preferred SFV rate design could 

be diminished.  Low-use residential consumers continue to pay unjustified, high fixed charges.  

ComEd retains the redundant revenue security provided by the SFV rate design ComEd 

vigorously defends.4  The effect (if not the intent) of ComEd’s decisions about how to conduct 

the mandated investigations regarding low-use residential ratepayers is to deny the Commission 

the information it sought on rate impacts and a possible new, system-wide rate sub-class.   

Fortunately, City/CUB’s expert was able to provide the impact analyses and cost analysis 

the Commission needs.  City/CUB Exhibits 1.0, 1.1, 2.0, 2.1, 2.2, and 2.3.  That rate impact 

information is discussed immediately below. 

                                                 
4 ComEd hired an expert proponent of SFV rates specifically to defend this single element of its rate 

design, despite ComEd’s claims of neutrality about revenue neutral rate design options.  See ComEd Ex. 
10.0 at 1:15.   
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    ii. City/CUB’s Analyses Provide the SFV Impact Information 
the Commission Requested 

 
A basic element of ComEd's report on SFV rate design impacts is the use of consumers' 

entire bills to measure impact.  That yardstick includes the cost of services ComEd does not 

provide and the Commission does not regulate.  ComEd Ex. 2.33 at 24.  That standard 

diminishes the apparent magnitude of the changes in ComEd’s delivery service charges that are 

relevant to this investigation.  (One cannot fairly assess changes in the cost of automobile tires 

by tracking only the costs of entire vehicles.)  For his most consequential analyses, Mr. Bodmer 

used more useful per kWh price comparison.  See Sep Tr. 493-494; ComEd Ex. 6.0 at 

29:501(confirming the usefulness of such comparisons).  Mr. Bodmer’s analyses included the 

fixed costs of SFV recovery in those price calculations to capture the distinctive impacts of 

ComEd’s price structure on consumers at various usage levels.   

Notwithstanding ComEd’s claims (ComEd Ex. 2.33 at 31), the changes in the price of 

ComEd’s service actually have been quite dramatic.  City/CUB Ex. 1.0C at 7:109.  Even using 

ComEd's bill comparison yardstick, Mr. Bodmer’s analyses show that the impact of SFV on 

residential consumers -- especially the low-use consumers the Commission asked about -- has 

been harsh, with increases as high as 54% from the level of rates ordered in Dkt. 10-0467.  

City/CUB Ex.  1.0C at 34:496-509, Table 3.  The increases in customer charges since the 

introduction of ComEd’s SFV rate design have made ComEd’s charges the highest among those 

of major city utilities.  The chart below shows the fixed charges of such utilities, as well as the 

incidence of special rates (e.g., lifeline or inverted rates) that can moderate the per kWh prices 

paid by low-use consumers.   
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Table 1 -- METROPOLITAN AREA RATE DESIGNS 

 
 
City/CUB Ex. 2.0 at 27.   
 
 As the graph below illustrates, ComEd’s fixed charges are significantly larger than those 

of other major area utilities.  ComEd does not have lifeline rates to facilitate access to utility 

services or inverted rates that encourage energy efficiency and reflect costs for different users to 

moderate rate impacts as do other utilities. 

Utility/Rate
Accounts 
Charge

Inverted 
Rates

1) New York-Newark-Bridgeport, NY-NJ-CT-PA - 21,976,224 ConEd Low Income $15.76 SUMMER
ConEd Non Low Income $7.26 SUMMER
Public Service Electric and Gas $2.27 FALSE

2) Los Angeles-Long Beach-Riverside, CA - 17,775,984 So Cal Edison $0.87 TRUE
LADWP $0.00 TRUE

3) Chicago-Naperville-Michigan City, IL-IN-WI - 9,725,317 ComEd Single Family $18.21 FALSE
ComEd Multi-Family $10.97 FALSE

4) Washington-Baltimore-Northern Virginia, DC-MD-VA-WV - 8,211,213 PEPCO Washington DC $9.50 TRUE
PEPCO Maryland $6.78 FALSE
BG&E $7.50 FALSE

5) Boston-Worcester-Manchester, MA-RI-NH - 7,465,634 NSTAR $6.43 FALSE

6) San Jose-San Francisco-Oakland, CA - 7,228,948 PG&E Minimum Charge $4.44 TRUE

7) Philadelphia-Camden-Vineland, PA-NJ-DE-MD - 6,382,714 PECO $7.09 FALSE

8) Dallas-Fort Worth, TX - 6,359,758 Texas Utilities NOT FOUND

9) Houston-Baytown-Huntsville, TX - 5,641,077 Reliant Energy Clear Flex $0.00 FALSE

10) Atlanta-Sandy Springs-Gainesville, GA-AL - 5,478,667 Georgia Power $9.00 SUMMER

11) Miami-Fort Lauderdale-Miami Beach, FL - 5,463,857 FPL $7.24 FALSE

12) Detroit-Warren-Flint, MI - 5,410,014 DTE $6.00 FALSE

13) Phoenix-Mesa-Scottsdale, AZ - 4,039,182 APS $8.55 TRUE

14) Seattle-Tacoma-Olympia, WA - 3,876,211 Puget Sound Energy $7.25 TRUE

15) Minneapolis-St. Paul-St. Cloud, MN-WI - 3,502,891 Excel MN Overhead $6.50 FALSE

16) Denver-Aurora-Boulder, CO - 2,927,911 Excel CO $6.75 TRUE

17) San Diego-Carlsbad-San Marcos, CA - 2,941,454 SDG&E $0.00 TRUE

18) Cleveland-Akron-Elyria, OH - 2,917,801 First Energy $4.00 FALSE

19) St. Louis-St. Charles-Farmington, MO-IL - 2,858,549 Ameren Missouri $8.00 FALSE

20) Tampa-St. Petersburg-Clearwater, FL - 2,697,731 Tampa Electric $10.50 TRUE

Metroplitan Area and Population
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Figure 1 --  MAJOR CITY ACCOUNT CHARGES 

 

City/CUB Ex. 1.0C at 29. 

 The price curve graph below illustrates the harsher impact of ComEd’s SFV rate design 

on low use consumers in one of ComEd’s residential classes, in comparison to that of another 

metropolitan area utility.  The relative impacts on consumers at various other levels can also be 

seen from the curve.   
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Figure 2 -- PRICE CURVE COMPARISON 

 
 
City/CUB Ex. 2.0 at 22. 
 
 While the price curve comparison for each utility and ratepayer class varies modestly 

from the others, there is a common pattern.  ComEd’s price5 curves are among the nation’s most 

regressive, with high prices for low-use and low-income consumers and a consistent downward 

slope to lower prices for high users, in each residential customer class.  (The full collection of 

comparison price curves, which summarize graphically the results of Mr. Bodmer’s comparison 

analysis, is presented in City/CUB Ex. 2.2.) 

                                                 
5    The sum of ComEd’s uniform Customer and Metering Charges plus usage based delivery charges. 
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  iii. Cost Causation Principles Require a Change in ComEd’s 
SFV Rate Structure 

 
ComEd’s rate design rests on factual premises that its evidence in this case does not 

support.  ComEd’s SFV design assumes (a) that every residential consumer causes an equal 

portion of ComEd’s demand costs, (b) that corporate overhead costs are related to the number of 

ratepayer accounts, (c) that the costs of serving low-income consumers are no different from 

those incurred serving high users, and (d) that there is no alternative rate structure that serves the 

public interest (including utility financial stability) as well or better.  None of these bare 

assumptions are true. 

In this case, the Commission starts its deliberations without certain disputes that have 

hindered past ComEd rate proceedings.  There is no dispute that demand is the cause of 

ComEd’s distribution costs.  Specifically, ComEd acknowledges that peak demand is the driver 

of its capacity needs.  The wires, local transformers and other facilities used to deliver electricity 

to ComEd ratepayers are designed and built based on demand.  See Sep 25 Tr. 476 (“standard 

distribution facilities, distribution equipment, as well as operating and maintenance activities for 

the delivery of electric power and energy”); ComEd Ex. 2.33 at 6-7.  Since ComEd’s facilities 

account for the largest category of its distribution costs,6 demand is the most relevant cost-

causer.  ComEd Ex. 2.33 at 6; City/CUB Ex. 2.0 at 46:845 (Table).   

For ratepayers with demand meters, ComEd recovers distribution costs through charges 

that are based directly on demand and those charges vary with measured demand.  Sep 25 Tr. 

476.  Such demand sensitive charges provide an efficient price signal to consumers.  ComEd’s 

current standard residential meters, however, do not provide demand measurements.  Partly on 

                                                 
6 As discussed above in this brief and in Mr. Bodmer’s rebuttal testimony, ComEd’s mis-classification 

of corporate overhead costs and failure to recognize cost-causing factors it has removed from its cost of 
service studies should be corrected.   
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that basis, ComEd’s rate design treats residential ratepayers’ demand costs as though they were 

instead customer costs.  City/CUB Ex. 1.0C at 42:613.  ComEd’s distribution costs are properly 

identified in its ECOSSs as related to demand.  However, for rate design and rate setting 

purposes – after the cost of service study and without any independent assessment of causation 

(Sep 25 Tr. 479-480) -- ComEd labels demand costs “fixed” and recovers a uniform customer 

charge amount from each ratepayer, regardless of demand or usage.  Sep 25 Tr. 490.   

ComEd admits that demand costs do not change into customer costs simply because 

demand is not measured.  Sep 25 Tr. 483.  Despite this, ComEd's rate design assumes, contrary 

to the manifest weight of the record evidence (including ComEd’s own admissions), that every 

consumer causes an equal portion of the demand costs ComEd re-labeled “fixed.”  This exposes 

the word game on which SFV designs are built: demand costs should not -- and need not -- be 

treated like customer costs, unjustly imposing on low-use consumers costs they do not cause.   

ComEd’s recommendation for continuation of the SFV rate design suggests that there is 

no superior option for recovery of the demand and overhead costs (unrelated to the number of 

accounts) that ComEd labels “fixed” costs.  But ComEd did not investigate demand based 

alternative rate designs.  ComEd’s rate design expert, Mr. Tenorio admitted that ComEd had 

done no study of the “ideal” rate design its SFV expert identified (ComEd Ex. 10 at 7:143).  

Moreover, Mr. Tenorio confessed an inability to opine on the appropriateness of recovering 

demand costs through demand-sensitive charges, because “I haven’t done the analysis to support 

it or not support it.”  Sep 25 Tr. 486.  Though the alternative of recovery of demand costs 

through charges based on usage -- a near-perfect proxy for demand -- is the obvious (and 

acceptable to City/CUB) solution, ComEd never looked at that possibility.   
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What did ComEd look at?  According to Mr. Tenorio, his development of the rate designs 

he presents comprised the following (sometimes inconsistent) actions:  

○  Relying on the Commission’s past assessment of the Dkt. 10-0467 rate design 
and ComEd ECOSSs to evaluate fairness (Id. 477-480);  

○   Making no independent assessment of causation, but modifying the causation 
determinations of the ECOSSs for customer charge recovery (Id. 479-480);  

○   Accepting the cost classifications of the ECOSSs, but abandoning them to use 
“basically the same rate designs that were initially filed in 10-0467" (Id. 479);  

○   Calculating rates that reflect the different outputs of the various ECOSSs, but 
not varying the basic rate design based on cost differences [especially as to 
low use ratepayers] (Id. 479-480, 500).   

 
Thus, ComEd declined this opportunity to mitigate adverse impacts on low-use consumers 

(because ComEd denies the impacts this record demonstrates) through actual changes in rate 

design.   

 The disparate low-use consumer impacts of ComEd’s SFV rates are attributable to effects 

of the fiction of “fixed” costs and fixed charge recovery.  ComEd’s rates are based on 

presumptions about cost causation that are not supported by -- indeed, are contradicted by -- the 

evidence in this case.  ComEd applies its “fixed” label both to demand costs properly defined in 

ECOSSs and to certain corporate overheads improperly defined in the ECOSSs.  ComEd treats 

both types of costs as customer-related (that is, caused by the existence of a ratepayer account) 

elements of its costs.6 However, the notion that “fixed” costs are equally incurred to serve each 

residential ratepayer – a concept that does not even appear in ComEd’s cost of service studies -- 

is contradicted by the admissions of ComEd’s witnesses and the evidence of other experts in this 

case.   

The costs ComEd aggregates under the “fixed” label are far larger than the costs that 

ComEd’s ECOSSs identify as customer-related, based on cost causation.  ComEd adds mis-
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characterized corporate overhead costs and demand costs to the few costs that actually are 

directly related to ratepayer accounts.  ComEd then treats them all as customer-related, for rate 

design purposes.  City/CUB Ex. 1.0C at 4-5:32-45.  But, neither set of added costs is 

appropriately recovered through customer charges.  

There is precedent for discarding fixed charge recovery for costs that are unrelated to any 

of ComEd’s charge measures.  The Commission’s decision rejecting customer charge recovery 

for uncollectibles costs found that ComEd has such costs and that they are not properly defaulted 

to customer charge recovery.  City/CUB Ex. 1.0C at 59-61.  The Commission held that the 

uncollectible costs are not directly related to demand, usage, or accounts; instead, they are more 

appropriately allocated and recovered on the basis of revenues or usage.  City/CUB Ex.  1.0C at 

44:638, 65:966.  The same is true as to ComEd’s overhead costs here.   

The overhead costs ComEd labels “fixed” and presumes to be caused by a ratepayer 

account include the costs of market research, stolen electricity, reconnecting ratepayers, 

providing technical services to ratepayers, relocating facilities, regulatory strategy, and 

administrative costs, as well as costs associated with moving, ratepayer complaints, and software 

bells and whistles in the billing system.  These costs, which ComEd simply defaults to its 

customer related classification, warrant the same scrutiny given to ComEd’s uncollectibles costs.  

Adherence to true cost causation (in cost determinations and in rate design) would show that 

recovery on a revenue or usage basis is more appropriate.  ComEd’s default assumption that any 

costs not caused directly by ratepayer usage are caused by the presence of a ratepayer account is 

unsupported by the record evidence.  The default recovery of such costs through the customer 

charge through the “fixed” cost device of SFV rate designs is also unsupported by any evidence 

of record.  
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ComEd’s demand costs also are improperly treated.  ComEd does not deny that its 

distribution costs are caused by demand, that they are so identified in its ECOSSs and allocated 

on the basis of peak demand, or that (for all except the smallest non-residential consumers) 

demand costs are recovered through demand charges.  ComEd’s SFV rate design denies 

residential consumers a similar cost causation based structure.   

Mr. Bodmer’s analysis of newly available data identified an almost perfectly correlated 

proxy for demand measurements -- usage -- that permits demand based recovery of demand 

costs.  These analyses establishing the near-perfect correlation between usage and demand were 

unchallenged by ComEd.  Using such correlations for rate design essentially replicates the 

process for identifying reasonable allocators in cost of service studies.  Using usage as a proxy 

for demand would result in fairer, more economically efficient rates that reflect actual cost 

causation.  It discards the unnecessary, self-serving fiction of “fixed” costs that require fixed 

charge recovery.   

ComEd opposes using that proxy to replicate for residential customers the demand cost 

recovery mechanism ComEd applies almost universally for its non-residential ratepayers.7  Sep 

24 Tr. 49.  Even the SFV expert ComEd hired specifically for this case considers demand based 

recovery of demand costs more appropriate.  ComEd Ex. 10.0 at 7-8:133-145.  ComEd 

prioritizes its revenue assurance above a rate design based on recovering costs from cost causers.   

The graph below plots a regression equation that explains the correlation between 

demand in ComEd’s peak month and average annual consumer usage.  It compares residential 

consumer usage over the year to usage in the peak month of August by small 10 kWh increments 

                                                 
7 Small non-residential consumers without demand meters also are denied a more appropriate rate 

design.  ComEd Ex. 10.0 at 7:133-143 
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of usage, like the usage bands used in City/CUB’s tiered customer charge proposal.  

 

City/CUB Ex. 2.1 at 9.   

This illustrates two key facts that confirm no usage in ComEd’s peak month, when the 

demand measures used in ComEd’s ECOSS are determined, can be attributed to the mere 

presence of consumer accounts.8  First, when a polynomial equation is fitted to the data the 

correlation, as measured by r-squared, is 99.83%.  The correlation of 99% is very high, 

suggesting there is little of consumers’ demand-determining peak usage to be explained by 

factors other than their usage.  For the low usage increments (below 500 kWh per month) there is 

relatively less peak usage than for the higher usage increments.  For extremely high use 

                                                 
8 ComEd repeatedly acknowledged that peak demand (system or NCP) drives distribution cost.  ComEd 

Ex. 2.33. 
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increments (above 2,500 kWh per month) this relationship of the peak to the usage declines.  

City/CUB Ex. 2.1 at 9.   

Second, usage does not cross the y-axis at a positive level, which would occur if some 

peak demand were correlated to the mere existence of  a  factor  (like  the number of consumer 

accounts) independent of usage.  The fact that the regression curve intercepts the y-axis (usage) 

at zero implies that none of the variation in peak load (which determines demand) can be 

explained by the number of customer accounts.   

Thus, the evidence demonstrates the feasibility of recovering demand costs from the 

causers of those costs, through demand-based rates.  The key is using residential consumers’ 

usage as a proxy for the demand measurements that today’s residential meters do not provide.  

The Commission should order, for ComEd’s residential ratepayers, a rate design built on cost 

causation.  The elements of such a rate structure are identified, and their appropriateness is 

demonstrated, by the record evidence.  The City/CUB proposal uses those elements in a rate 

design based on cost causation.   

    iv. ComEd’s SFV Rate Design Is Arbitrary. 

Aside from the self-serving “fixed” label ComEd has attached to some demand and other 

inappropriate costs, there is no justification for continuing an SFV rate design for ComEd in the 

current environment.  The fiction that the “fixed” label for costs results in an appropriate 

recovery of costs based on cost-causation is exposed by the evidence in this record.  Its 

continued use cannot be justified by any empirical evidence in the record.  ComEd’s SFV rate 

design is an arbitrary, unjust and unreasonable imposition of costs on customers who did not 

cause them.   
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The Commission has accepted ComEd’s SFV rates (in partial measure) in the past, to 

address issues of revenue stability or to facilitate forward-looking energy policies by de-coupling 

usage from recovery.  This distortion of causation based rate design is no longer needed.  The 

implementation of ComEd’s formula rates, the legislative mandates for energy efficiency and 

demand response, and the deployment of advanced metering infrastructure (“AMI”) clear the 

way for residential demand based rates like those ComEd uses for its non-residential ratepayers.   

For ComEd, an SFV rate design duplicates the assurance of revenue requirement 

recovery that its formula rates now provide.  Formula rates were not in place when the 

Commission approved the fundamental shift away from causation based usage and demand 

sensitive rates, to an SFV design based on the newly minted (fictional) category of “fixed” costs.  

While the SFV rate design may provide some measure of additional revenue assurance for 

ComEd, that assurance that is unnecessary and excessive and which comes with detrimental 

impacts on low use and low income customer groups.  In this age of formula rates, City/CUB 

Mr. Bodmer questions the value of the Commission’s deviation from its cost causation policy.  

“The question raised by Ms.  Brinkman’s testimony is whether the Commission 
must also adopt rate design policy that dramatically discourages energy efficiency 
[and moves away from cost based rates and cost causation] to provide even more 
certainty for ComEd.”  City/CUB Ex.  2.0 at 25:459.   

There is no empirical evidence in this record showing that demand costs, corporate 

overheads, or many costs mis-classified as customer-related in ComEd’s ECOSSs should be 

recovered through the customer charge as “fixed” costs.  The “fixed” category of costs at the 

heart of ComEd’s SFV design was not based on cost causation but on the absence of a 

relationship to one particular delivery service measure -- usage, which was selected by utilities to 

serve their revenue assurance objectives.   



City/CUB Initial Brief 43 ICC Dkt. 13-0387 

The utility’s choice of the usage measure is presented as being dictated by the limitations 

of residential meters.  The supposed logic is this: the countable number of residential meters 

measure only usage; because demand and other costs are not directly related to usage, they are 

“fixed”; “fixed” costs must be recovered through the fixed customer charge, based on the 

number of meters.   

However, but for utility self-interest in maximum revenue assurance, the argument could 

just as easily have been this: the countable number of residential meters do not measure demand 

(the cause of ComEd’s massive facilities and equipment costs); because those costs are not 

directly related to the number of meters, they are “variable”; “variable” costs must be recovered 

through and must be recovered through the variable usage charge, based on kWh delivered.   

The choice of a rate design based on “fixed” costs is factually (and legally) arbitrary.  

ComEd Ex. 5.0C at 9:178.  The rationale supporting SFV rates could also support usage based 

recovery, and ComEd presents no evidentiary or logical basis of choosing “fixed” over 

“variable” recovery.  Though the “fixed” cost approach clearly serves ComEd’s interests, that is 

not an adequate basis for adopting a rate design. The analyses Mr. Bodmer has presented, 

however, do provide an empirical basis and sound reasons for variable, demand-based recovery 

of demand costs.   

As an implementation of the Commission’s consistent regulatory policy and ratemaking 

principles, a rate design based on “variable” costs better reflects cost causation in cost recovery.  

Recovery of “variable” demand costs through “variable” usage charges (shown to be a highly 

correlated proxy) more closely mimics the three-part rate structure -- variable usage and demand 

charges and a fixed customer charge-- that is accepted in the industry (and by ComEd’s SFV 

expert) as the most appropriate rate design for delivery services.  .  ComEd Ex. 10.0 at 7-8:133-
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145.  Since the correlation between demand and usage, a metric available from residential 

meters, is near-perfect, it is a ready proxy for metered demand measurements. 

ComEd’s opposition to demand based rates for its residential ratepayers implicitly 

assumes that the utility can lawfully fashion rates to recover costs attributable to demand through 

fixed charges for some ratepayers and through rates sensitive to demand for others.  Without an 

evidentiary basis for that disparate non-cost based treatment, Commission approval of its 

continuation would be unlawful.  220 ILCS 5/16-108(c).  The evidence in this case identifies a 

near-perfect proxy for demand measurements that would allow the same cost-causation based 

design for all customers.  Arguments about the limitations of residential meters no longer support 

the disparate treatment of identical costs.   

Any necessity for SFV rates as a means to advance energy policies has been 

extinguished.  ComEd’s formula rates effectively decouple consumption and cost recovery.  

Mandatory energy efficiency and demand side programs and the virtual guarantee of revenue 

requirement recovery in formula rates sap the vitality of any argument that SFV rates are needed 

for those purposes.  Continuation of SFV’s unnecessary movement away from cost based rates 

and the unsupported disparate treatment of demand costs for residential and nonresidential 

customers is not consistent with the record evidence or the law.  

The Commission’s consistent regulatory policy favoring recognition of cost causation in 

cost allocation and cost recovery impels movement toward a rate structure that is sensitive to the 

cost-causing demand ComEd’s expensive new AMI meters will measure.  ComEd’s Mr. Hanser 

acknowledges that, with demand measurement capability, the ideal (most economic) rate design 

would be a three-part tariff that recognizes demand as the major cause of distribution costs.  

ComEd Ex. 10.0 at 7:143.  ComEd’s SFV rates, however, are the antithesis of that efficient rate 
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design.  .  Even ComEd’s SFV rate design expert9 admits that this recovery scheme is not 

appropriate under the Bonbright principles he extols.,   His defends a two-part tariff -- uniform 

customer charges and variable usage charges -- only where demand cannot be measured.   

If demand metering is feasible (for example, when advanced metering 
infrastructure (AMI) has been deployed), a demand charge should be 
implemented as a third part of the tariff.  Ideally, with AMI, some of the costs that 
are otherwise collected through the fixed charge would instead be collected 
through the demand charge.  ComEd Ex. 10.0 at 7:141 (emphasis added).  ComEd 
Ex. 10.0 at 7:135.   

 Through analyses based on newly available ComEd residential consumer usage data, Mr. 

Bodmer has shown that demand can be reliably measured (by proxy) now, even before AMI 

meters are deployed.  Perpetuating the “fixed” cost fiction of SFV rates (and the other 

correctable cost mis-classifications City/CUB identify) would be an arbitrary deviation from 

feasible, causation-based recovery of ComEd’s demand (and other) costs 

   v. Public Policy Considerations Require Movement From SFV Rates 
to a Demand Based Rate Design 

The City/CUB tiered customer charge proposal advances Illinois energy policy favoring 

energy efficiency and demand management initiatives, an important aspect of the EIMA.  See 

220 ILCS 5/16-108.6.  Demand based rates provide consumers with appropriate signals about 

cost causation and an economic incentive to control demand and demand costs.  ComEd’s SFV 

rate design reduces those economic incentives.   

Aside from EIMA, Illinois energy policy includes mandated, ratepayer-financed energy 

efficiency programs that focus on giving customers the means to reduce their energy 

consumption. SFV rates work against that legislative goal as well.  See 220 ILCS 5/8-103.  With 

both SFV and the energy efficiency/demand management policies in place, ComEd’s ratepayers 

                                                 
9 Mr. Hanser is a consultant that ComEd brought in specifically to defend SF rates; his experience in 

rate design exceeds that of ComEd’s in-house witness Mr. Tenorio.  Compare ComEd Ex. 10.0 at 2:30 
(Hanser) and ComEd Ex. 2.0 at 3:60.   



City/CUB Initial Brief 46 ICC Dkt. 13-0387 

are compelled to pay for programs to reduce consumption and demand, while paying rates that 

deny the economic benefits of reducing consumption and demand.  The Commission cannot 

change the legislative policy or statutory commands, but it can eliminate ComEd’s SFV rate 

design.   

Price Signals.  Under ComEd’s SFV rate design, consumers receive no signal at all 

regarding ComEd's most significant delivery services costs -- the costs of its wires, local 

transformers, and other delivery facilities.  In fact, without recognizing demand cost causation -- 

in cost studies and rates -- residential consumers who control their demand will not receive any 

price signals that demand affects costs in any way.  While ComEd’s rate design eliminates price 

signals for demand costs, ComEd’s SFV expert confirmed, as to demand costs included in 

ComEd’s uniform customer charge, that: 

Ideally, with AMI, some of the costs that are otherwise collected through the 
fixed charge would instead be collected through the demand charge.  ComEd Ex. 
10.0 at 7:141.   

An efficient pricing policy for these costs compels a move from SFV designs.  The results of Mr. 

Bodmer’s analyses now enable the demand-sensitive recovery ComEd’s expert recommends.   

 Through analyses based on newly available ComEd residential consumer usage data, Mr. 

Bodmer has shown that demand can be reliably measured (by proxy) now, while AMI meters are 

being deployed.  His regression studies show that a ComEd consumer’s usage explains nearly all 

of her demand.  Using that near-perfect proxy for metered demand, the City/CUB proposal 

replicates the causation sensitivity that ComEd’s expert identifies as the ideal.10   

                                                 
10 On cross-examination, Mr. Hanser tried to qualify his endorsement of a three-part tariff.  He speculated 
that Commission social concerns or a study of design change effects might over-ride cost causation and 
fairness.  Mr. Hanser did provide evidence of any such factors.  Sep 25 Tr. 199-203.  And ComEd’s Mr. 
Tenorio confirmed that he has not investigated alternative (non-SFV) designs.  Sep 24 Tr 198-199; Sep 25 
Tr 485.  
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 Although a structure that recovers demand costs almost entirely through usage charges 

would be acceptable to City/CUB, Mr. Bodmer has proposed instead tiered customer charges 

that recognize the causes of demand costs.  This accommodation of ComEd’s very strong 

preference for retaining customer charge recovery has not lessened ComEd’s opposition to a 

transition away from SFV rates. 

  With its deployment of AMI meters -- accomplished at considerable cost -- ComEd will 

have the capability to implement a three-part tariff that uses metered demand measurements to 

recover ComEd’s demand costs.  ComEd Ex. 6.0 at 24:412-416.  Consumer benefits on which 

the Commission’s approval of AMI deployment was based rested in part on rate structures that 

allow consumers to save money by controlling their demand.  220 ILCS 5/16-108.6(g); see also 

Final Order, ICC Docket No. 12-0298 at 40, 48 (June 22, 2012).  Yet, without a prompt 

transition to a demand based rate design, consumers’ energy related investments will be affected 

by perpetuation of the SFV rate design.  ComEd Ex. 10.0 at 10:194.  Moreover, without a 

transition that begins now, ratepayers will face either a flash cut to a new rate design or further 

delay even after demand meters are deployed.  Final Order, ICC Docket No. 12-0298 at 40, 48 

(June 22, 2012).  Even ComEd agrees that a gradual transition is advisable, notwithstanding its 

apparent wish to delay the transition from SFV, with no firm commitment to establishing 

demand based rates.  See Sep 25 Tr. 489; Sep 24 Tr. 203.  City/CUB’s demand sensitive tiered 

customer charge proposal would provide that transition.   

 City/CUB emphasize strongly that movement from the SFV rate design must not wait for 

deployment of AMI meters, or flawed transition plans that unnecessarily delay elimination of the 

SFV design’s departure from cost causation. 
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 Low-Income Consumers.  Public policy affecting low income populations also would 

benefit from the demand based rates City/CUB propose.  City/CUB Ex. 2.1 at 1.  ComEd’s SFV 

rate design ignores any differences between the cost causing characteristics of low-income 

ratepayers and those of more affluent consumers.  Serving mansions on the North Shore is very 

different from serving small apartments in dense urban areas, and that low income and more 

affluent consumers use electricity differently.  That intuition is confirmed by record evidence 

that shows distinctive costs of service, usage and demand profiles, and price curves for consumer 

sub-groups that are not recognized in ComEd’s ECOSSs or rate design.   

 Mr. Bodmer performed an extensive survey and analysis of the pricing policies of utilities 

serving major metropolitan areas of the country.  He performed an analysis of their prices per 

kWh across all usage ranges.  When Mr. Bodmer combined those results with the high income-

usage correlation his regression analysis demonstrated, the regressive nature of ComEd’s SFV 

rates was startling.  ComEd’s SFV rate structure currently imposes the most regressive delivery 

service prices in the entire nation, from the perspective of ComEd’s low income ratepayers.  Mr. 

Bodmer’s analyses rest firmly on ComEd’s own consumer data.   



City/CUB Initial Brief 49 ICC Dkt. 13-0387 

Figure 3 -- INCOME AND USAGE CORRELATION 

 

City/CUB Ex. 1.0 at 39.   

 By combining geographic data made available for the first time in this case with income 

information, Mr. Bodmer was able to demonstrate that ComEd’s rate design also has adverse 

impacts on low-income consumers.  Mr. Bodmer explained his analytical process.   

Previously, the City has not had residential usage data from the ComEd service 
territory arranged by income that would allow a formal statistical analysis to test 
ComEd’s assertion.  The work papers supporting ComEd Exhibit 2.33 included 
100 percentiles of usage codes for each zip code in the ComEd service territory 
for the year 2010.  Although it took a bit of work, I was able to convert the 
percentile codes to usage and to associate usage with income for each different 
income level.  This analysis demonstrated an extremely strong relationship 
between income and usage, as shown in the graph below.  In statistical terms, the 
t-statistic for income has a value of 14.11, implying that there is a 
0.0000000000000000000000000000000002511% chance that income does not 
influence usage and the true relationship between income and usage is zero.  
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While details of the statistics are included in my work papers, the graph below 
displays that income and usage relationship.  For me, this graph is a veritable 
piece of art that demonstrates the extremely strong relationship between income 
and usage.  If there were no such relationship the dots would be clustered in a 
sphere and you could not observe any kind of positive relationship.  City/CUB 
Ex. 1.0 at 38-39:562-576.   

 
 The relative regressiveness of ComEd’s SFV rate structure in City/CUB Ex. 2.2 reflects 

ComEd’s failure to moderate the regressiveness of its rate design with rate lifeline rates or other 

policy based features common to many other utilities.  (Mr. Bodmer’s analysis also showed that 

low-income is correlated with low cost areas of ComEd’s territory.  City/CUB Ex. 2.2)  

 ComEd’s SFV expert offers the opinion that high or low income makes no difference in 

electricity usage.  To support that counter-intuitive opinion he cites studies of ratepayers of other 

utilities, in very different service areas.  These studies are affected by characteristics that are 

distinctive in comparison with Chicago’s: the income profiles peculiar to each region; the 

vacation climate of California in one study; the distinctive culture and housing stock of Europe 

in another; and the peculiarities of gas and electricity service in Chicago.  ComEd Ex. 16.0 Corr. 

at 9-10; City/CUB Ex. 1.0C at 33:487-493, 74:1152-1161.   

 Mr. Hanser’s opinion that the income of ComEd’s ratepayers does not affect their 

electricity usage was not based on any review or study of ComEd consumer data.  Indeed, Mr. 

Hanser concedes that Mr. Bodmer’s study of ComEd data is the only one of which he is aware.  

Sep 24 Tr. 218.  Yet, his counter-intuitive conclusion is codified in ComEd’s rate structure.    

   vi. The City/CUB Rate Design Should Be Adopted 

 The alternative of recovering demand costs through charges based on usage -- a near-

perfect proxy for demand -- is the obvious (and an acceptable to City/CUB) solution to remedy 

the distortions of SFV fixed” cost recovery.  However, City/CUB accommodate ComEd’s strong 

desire for recovery through customer charges by proposing demand-sensitive, tiered customer 
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charges that take account of cost-causing demand.11  That approach accommodates ComEd’s 

preference while mitigating, to the extent possible, negative aspects of that design.  For the 

reasons explained in this brief, the Commission should adopt the City/CUB proposed rate design.   

 City/CUB’s moderated, demand sensitive proposal should not be interpreted as support in 

any way for ComEd’s past or future use of an SFV rate design.  ComEd’s existing SFV rate 

design simply is the structure now in place.  It is unavoidably the starting point for any transition 

to (a) economically efficient demand based recovery of demand costs and (b) more appropriate 

revenue or usage based recovery of costs that are not directly related to any of ComEd’s rates 

measures.  The ameliorative effects of City/CUB’s alternative design, in comparison to ComEd’s 

SFV rates, are shown in the graph below. 

                                                 
11 However, this accommodation of ComEd’s very strong preference for retaining SFV rates has not 

lessened ComEd’s opposition to any transition away from SFV rates. 
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Figure 4 -- ComEd SFV/ Tiered Customer Charges Comparison 

 

City/CUB Ex. 1.0C at 10. 
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other delivery facilities.  It also provides a means for consumers to realize a price reduction for 

reduced cost-causing demand.  SFV does neither.  City/CUB’s demand-sensitive rate design is a 

transitional advance toward an ideal demand based rate design, and that transition should begin 

now. 

 The Commission should reject any arguments to preserve ComEd’s “belt and 

suspenders” duplication of  revenue assurance  -- the combination of formula rates and default 

recovery of as many costs as the utility can label “fixed” through fixed monthly customer 

charges.  ComEd’s formula rates provide the revenue requirement assurance it sought for AMI 

deployment.  Any incremental assurance from inflated customer charges is unnecessary, 

especially since such charges have been shown to be unfair to low use residential consumers.  

Unless the transition from ComEd’s SFV rate design begins now, consumers will either be 

denied a gradual acclimation to demand-based or further delay in realizing savings from 

controlling demand.  .  

b. Consideration of low-use sub class    

 The inadequacy of ComEd’s investigation of the disparate costs that justify distinct rate 

treatment for low use residential consumers was discussed in section II above.  ComEd’s parallel 

rate design failures, which ignore rate impacts on low use customers, make ComEd’s SFV rates 

unjust and unreasonable for low-use ratepayers.   

 Rather than demonstrate the appropriateness of the SFV rate structure the Commission 

questioned and the potential sub-class the Commission described, ComEd undertook analyses 

focused instead on an issue -- the need for a geographically defined sub-class of low use 

ratepayers.  And ComEd did so without ever defining low-use consumers for the purpose of its 

study.  The consequences of that approach have been discussed in detail earlier in this brief and 
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will not be repeated.  The ultimate result is that ComEd never considered a “low-use subclass” of 

ratepayers -- for either cost of service or rate design purposes.  --   

  3. Street Lighting 

 In ComEd’s 2007 rate case, Dkt. 07-0566, the City of Chicago presented evidence 

challenging the appropriateness of ComEd’s street lighting cost determination and rates for Dusk 

to Dawn service in Chicago.  In that case, the Commission found ComEd’s ECOSS did not 

“allocate[] costs as accurately as we would like.”  Initiating Order, Dkt. 80-0532, iss. Sep 10, 

2008 at 2.  The Commission sought to remedy the effects of deficiencies in ComEd’s ECOSS 

and rate design through a Section 9-250 investigation of ComEd’s rate design.  Id. at 3.  The 

Commission explicitly directed ComEd to provide an ECOSS that “takes into account ownership 

and maintenance responsibilities of street lighting in the City of Chicago and other municipalities 

and allocates costs accordingly.”  Id. at 2.  In the final order in that case, the Commission 

declined to adopt the specific adjustment proposed by the City, but the Commission also found 

ComEd‘s explanation of its actions on this issue to be problematic.    

The City is assigned approximately 60% of the costs for this customer class.  Yet 
ComEd chooses to allocate service drop costs, not on the basis of the small 
percentage of underground lighting service connections in the City lighting 
system but as if the more expensive underground connection constituted most of 
its service drops.  This is clearly a case of the tail wagging the dog.  We find that 
the allocation of this cost should reflect reality.  Order, Dkt. 08-0532, iss. Apr 21, 
2010 at 54. 

 
The parties were ordered to explore, in any subsequent rate proceeding, ways to improve 

ComEd’s cost determination.  Further, ComEd was ordered to reflect in the ECOSS presented in 

its next case “the City of Chicago‘s method for calculating the proportionate share of the cost of 

operating ComEd‘s secondary distribution system for Dusk to Dawn street lighting purposes.”  

Id.   
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 In ComEd’s next rate case, Dkt. 10-0467, the Commission opened its determination on 

this issue by observing that “despite 18 months of litigation regarding this issue in the Rate 

Design Investigation docket [Dkt. 08-0532], ComEd continues to argue that the conclusions 

reached on this issue in that docket were incorrect.”  Final Order at 279.  The Commission 

concluded that decision with the following emphatic determination.   

So that the record is clear, the "Chicago Method" is again adopted here.  The 
Commission further cautions that use of the "Chicago Method" by other 
municipalities must take into account alley lighting.  Many municipalities in 
Illinois do not have alleys, and therefore, do not have alley lighting.  Other 
municipalities using this method must state whether they have alleys and 
appropriately account for the difference used by the City of Chicago and the 
respective municipality(s).  Id. at 208.   

 
 For the third time, the Commission must determine in this case whether ComEd has 

complied with a Commission order issued half a dozen years ago.  Mr. Bodmer (the City’s expert 

witness in each of those cases) concluded that ComEd has not.   

 Mr. Bodmer determined that ComEd made the same calculation for Dusk to Dawn 

lighting that it did in its pre-Dkt. 10-047 cost of service studies.  Instead of using the accurate 

cost of serving Chicago (as determined in Docket 10-0467) to determine the City’s rate, ComEd 

computes a class weighted average cost of service, treating all municipalities as though each has 

Chicago’s unique facilities arrangement and installation practices -- despite the Commission’s 

contrary factual finding in Dkt. 10-0467.  City/CUB Ex. 2.0 at 11:216.  The Commission’s core 

holdings, in its repeated attempts to have ComEd modify its Dawn to Dusk rates, have been 

(1) that the City has costs that are unique among municipalities taking the service and (2) that 

those cost differences must be recognized in the intra-class allocation of costs supporting just and 

reasonable rates for Chicago.  Order, Dkt. 08-0532, iss. Apr 21, 2010 at 54 (Commission 

decision based on intra-class inequities).   



City/CUB Initial Brief 56 ICC Dkt. 13-0387 

 ComEd’s response to Mr. Bodmer was to express its continued disagreement with the 

author of the “Chicago Method” approved by the Commission, specifically regarding the 

Commission’s order to ComEd.  ComEd maintains the same process for determining Chicago’s 

rates that the Commission found problematic.12  Beyond that, ComEd relies entirely on the 

acceptance of various ComEd tariff filings by the Commission Staff.  See ComEd Ex. 13.0 at 33-

35:647-667.  ComEd points to four instances of Staff acceptance of tariffs based on its 

calculation, beginning with the utility’s compliance filing in Dkt. 10-0467.  Id. at 34-35:660-667.  

In each of those instances, however, ratepayer challenges to ComEd’s implementation tariffs 

were not permitted or practical.  The first was the utility’s compliance filing in Dkt. 10-0467, a 

process with no provision for the City or any other party to express opposition or present 

evidence.  The other three instances were filings under the formula rate law, which effectively 

barred rate design issues until this proceeding.13  See 220 ILCS 5/16-108.5(c) and (e).   

 Staff reviews of ComEd’s compliance tariffs are not contested proceedings, and nothing 

can be gleaned from such approvals respecting the positions of ratepayer parties in this case.  

Moreover, given the short time the Commission had to consider ComEd’s filings and certain 

legislative mandates regarding Commission approval, the Commission’s actions cannot 

reasonably be considered a deliberated Commission determination on this issue.  See, e.g., 220 

ILCS 5/16-108.5(k).  

 Finally, the fact that a party did not challenge every ComEd filing, or every issue in a 

case, does not indicate agreement with or acceptance of a decision by any party.  ComEd In 

many instances, it simply reflects the reality that only ComEd enjoys mandatory ratepayer 

                                                 
12 ComEd claims it complied when it shared the lower costs attributable to Chicago’s installation of its 

own lamps with all Dawn to Dusk municipalities. 
13 Contrast ComEd’s reluctance recognize Chicago’s unique costs in this proceeding because other 

municipalities are not participants in this case.  ComEd Ex. 13.0 at 37:725.   
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funding of its litigation costs.  The Commission should never give weight to such utility 

arguments.  That is especially true here, where specific legislative hurdles created the 

circumstances ComEd points to as legitimating its implementation of the Commission orders.  

Illinois law accommodates these regulatory realities by allowing the Commission to re-examine 

its past decisions under appropriate circumstances (see Mississippi River Fuel Corp., 1 Ill. 2d 

509, 513; 220 ILCS 5/10-113) and to enforce them where -- as here -- that is appropriate (220 

ILCS 5/5-101).  

D. Overall Recommended Rate Design  

 ComEd’s rate design assumes (contrary to the manifest weight of the record evidence) 

that every consumer causes an equal portion of ComEd’s demand costs, that corporate overhead 

costs are related to the number of ratepayer accounts, and that low-use ratepayers’ costs are no 

different from those of high use consumers.  None of these supposedly factual premises of 

ComEd’s rate design are true.     

 For the reasons explained in the preceding portions of this brief, City/CUB recommends 

that the Commission adopt the tiered customer charge structure proposed by City/CUB expert 

Edward Bodmer.  That proposal reflects cost causation, by recovering demand costs through 

demand sensitive charges.  It is fair, in rejecting the fiction of “fixed” costs to recognize lower 

actual costs of service for low-use consumers.  (The associated modification of ComEd’s 

delivery service ECOSS properly accounts for costs mis-categorized as customer related.)  And it 

eliminates the current subsidy from low-use consumers to high use consumers.  Finally, the 

proposal is specifically designed to accommodate ComEd’s clear preference for customer charge 

recovery, while promptly beginning an orderly transition to demand based recovery of 

distribution costs.   
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