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I. INTRODUCTION / STATEMENT OF THE CASE 
 

 This proceeding presents the Commission’s first opportunity to evaluate Commonwealth 

Edison’s cost allocation and rate design since the inception of formula rates in 2012.  It also 

represents the next step in a continuing effort on the part of the Commission to collect cost 

causation data pertaining to ComEd’s distribution system in order to more accurately make cost 

allocation and rate design decisions, and to re-evaluate the Commission’s repeated endorsement 

of movement toward a Straight Fixed Variable (“SFV”) rate design, which inequitably 

diminishes a customer’s ability to control her bill by increasing the fixed customer charge and 

reducing the variable portion of the distribution service bill.   

 In Docket No. 10-0467, ComEd was directed to “provide evidence that demonstrates 

whether the impacts on the low-use sub-group 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”, and to “explore how it defines the low-use customer sub-class.”  ICC Docket NO. 10-

0467, Order of May 24, 2011 at 232.    Yet, the evidence shows that ComEd continues to resist 

any directives that would result in the equitable allocation of costs, refusing in the instant case to 

provide the information and analysis sought by the Commission to ensure that low-use customers 

pay no more than their fair share of distribution rates.   

 While the Company’s witnesses initially took what was described as a “neutral” stand, 

claiming indifference to the adoption of one rate design over another, the “neutrality” ComEd 

espoused was eventually belied by the evidence.  Not only did ComEd eventually revert to form, 

attacking the very notion that fixed costs should be recovered from customers in accordance with 

their actual usage, the Company defied the Commission’s specific orders to perform the analysis 



5 
 

needed to determine whether a new customer class was needed to reflect the lower demands that 

low use customers place on the system.     

 This intransigence is especially troubling given that the revenue guarantees contained in 

formula rates legislation have made ComEd’s recovery of its fixed costs more secure than ever.  

The result is that ComEd has essentially abandoned its low use customers, despite the 

Commission’s expressed desire to protect their interests, despite the fact that doing so would cost 

the company little or nothing and despite the fact that the Public Utilities Act subjects ComEd to 

penalties for that failure.  

 The People’s brief will describe how the inequities associated with SFV rate design 

ignore long-established principles of cost-causation, create unfair cross-subsidies between low-

use and high-use customers within the residential classes and will continue to unfairly burden 

those consumers most in need of the Commission’s protection.  AG witness and rate design 

expert Scott J. Rubin’s testimony explains how the Commission’s adoption of SFV perpetuates 

these inequities, and in fact exacerbates them in view of the revenue guarantees contained in the 

formula rates regulatory scheme implemented in 2011.  Mr.Rubin presents a cost-based rate 

design based on ComEd’s own cost of service studies that will recover the Company’s fixed and 

variable costs in a manner previously approved by the Commission prior to the implementation 

of formula rates and in a way that eliminates the unfairness of SFV rates that should be adopted 

by the Commission.   The evidence presented by the People provides a specific remedy that will 

not only respond to the Commission’s expressed concerns about the treatment of low-use 

customers, but will also result in more just and reasonable rates for all of ComEd’s ratepayers. 
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II.  COST OF SERVICE AND INTERCLASS ALLOCATION ISSUES 
A. Overview 
B. Potentially Uncontested Issues 

1. Indirect Uncollectible Costs 
C. Potentially Contested Issues 

1. Cost Allocation of Primary/Secondary Distribution System 
a. Studies and Analysis Performed Regarding Changes to Cost 

Allocations to Primary Service 
(i) Extra Large Load and High Voltage Over 10 MW 
(ii) Single-Phase/Three Phase (Shared) Primary Separation 
(iii) Cost Allocation of Combination Poles 
(iv) [OTHERS] 

b. Studies and Analysis Proposed Regarding Future Changes to 
Cost Allocations to Primary Service 
(i) Shared Distribution Line Proportional Cost Assignment 

Study 
(ii) Single-Phase/Three Phase (Shared) Primary Separation 

Investigation/Workshop 
(iii) [OTHERS] 

c. Cost Allocation of Facilities that Operate Below 12 kV – 
Railroad Delivery Class 

2. Cost Allocation by Sector versus Delivery Class 
 

The Commission’s order in ICC No. 11-0498 directed ComEd to conduct a non-

coincident demand (“NCD”) study using the residential sector, without stating specifically 

whether the non-residential sector should also be used.  See ICC Docket No. 11-0498, Order of 

April 18, 2012 at 8.   The reason for the further reallocation, as Rubin explains, was that most 

residential facilities related to NCD serve a variety of residential customers, including heating 

and non-heating customers and single and multi-family residences.  AG Ex. 1.0 at 6.  Other 

parties then suggested that if such an analysis were performed, fairness would dictate that the 

first step of the NCD study should be conducted on a sector basis (residential, non-residential, 

lighting), followed by a reallocation within the rate classes within each sector.  Id.  

ComEd performed the study both ways, with ComEd Ex. 3.17 showing the results of the 

residential sector demand and ComEd 3.18 showing the results of an all-sectors demand analysis.  

AG witness Rubin noted that the studies confirmed what he had identified in Docket No. 10-
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0467, namely that residential customers’ demands were over-stated when their NCD is estimated 

on a rate class basis rather than on a total sector basis.  AG Ex. 1.0 at 7.  Mr. Rubin does not take 

issue with the results of these demand studies.  Id. 

As Rubin testified, both NCD studies showed fewer NCD costs being allocated to the 

residential sector, with the residential sector demand analysis showing a reduction in the 

residential cost of service of $4,030,000 and the all-sector analysis showing a reduction in the 

residential cost of service of $2,392,000.  AG 1.0 at 7, citing ComEd Ex. 3.17 and 3.18.  

Although the overstatement of residential customers’ demands is greater when NCD is estimated 

on a rate class basis compared to a residential -sector basis, Rubin proposed that the allocation of 

ComEd’s revenue requirements to each rate class be based on a cost of service study using the 

results of the all-sector analysis.  AG 1.0 at 7.  His reason for this recommendation is to avoid 

controversy over the fact that consolidating residential customers into a single sector may be 

unfair if the same consolidation is not performed for non-residential customers as well. 

Rubin, however, modified the cost of service study that ComEd performed for Staff in 

WRJ 7.01(which included the results of the primary-secondary plant study and the indirect 

uncollectibles study, the result of which Mr. Rubin is not challenging) to include the changes in 

demand allocators that are required to reflect the results of the sector-based demand study.  He 

did so by modifying Schedule 2b of the study (Allocation Factors) to use the NCD allocators 

from ComEd Ex. 3.18, as shown in AG Ex. 1.01C, attached as Appendix A.  AG Ex. 1.0 at 8; 

AG Ex. 1.01C.  The effect of including the results of all three studies, was to allocate 

approximately $7,959,000 less of ComEd’s revenue requirement to the residential sector.    See 

ComEd Ex. 7.0 at 11; AG Ex. 1.01C.   The Commission should adopt Rubin’s recommendations 

in this regard to reflect that reduction in revenue responsibility to the residential sector. 
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3. Other Cost Allocation Issues 
a. Railroad Cost Allocation Adjustment (related to ComEd’s Use 

of Railroad Customer Facilities) 
b. Residential Cost Allocation Adjustment 

D. Overall ECOSS Recommendation 

VIII. CUSTOMER CARE COSTS  

IX. RATE DESIGN 
A. Overview 
B. Potentially Uncontested Issues 
C. Potentially Contested Issues 

1. Residential  
a. Straight-Fixed-Variable (SFV) 

 
 In its never-ending quest to eliminate all revenue recovery risk, ComEd proposes to retain 

its existing modified Straight-Fixed-Variable (“SFV”) rate design for the residential customer 

classes, which currently collects 50% of distribution related costs through the flat customer and 

meter charges, regardless of the amount of electricity a customer uses.1  SFV rates are based on 

the notion that most of a utility’s distribution costs are “fixed” costs and that those fixed costs 

should be collected from customers through “fixed” charges (in particular, the monthly customer 

charge).   Com Ed promoted and the Commission has endorsed the SFV rate structure over the 

last several years, based on the claim that the utility could not recover its fixed costs without 

maximizing the fixed monthly customer charge.2  Commission adoption of that policy, 

unfortunately, means that a customer living in a studio apartment without air conditioning pays 

the same customer charge as a customer residing in the highest energy using penthouse 

condominium, with a steadily-dwindling percentage of the electric delivery service bill subject to 

customer usage control. 
                                                
1  Commonwealth Edison Co. – Proposed General Increase in Rates, ICC Docket No. 10-0467, Order of May 
29, 2011 at 232. 
2  See, e.g., Commonwealth Edison Co. – Proposed General Increase in Rates, ICC Docket No. 10-0467, 
Order of May 29, 2011 at 231.  (“…these costs at issue here are in fact fixed costs, cannot be conserved and result in 
an under-recovery of fixed costs for the utility. “)  
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 The Commission’s adoption of that rate design policy, the record evidence shows, has 

left ComEd’s lowest users of electricity shouldering the highest percentage of the increases in 

customer rates over the last several years, with the Company’s highest users, in some instances, 

experiencing rate decreases.  The Commission’s endorsement of the modified SFV rate structure 

is particularly inequitable given the evidence that ComEd’s own embedded cost of service study 

(“ECOSS”) shows that a significant portion of the Company’s distribution costs are, in fact, 

variable relative to the demand placed on the system by its customers.  ComEd’s own customer 

data, carefully analyzed by AG witness and rate design expert Scott J. Rubin, reveals the 

significant cross-subsidies of high-usage residential customers by low-usage residential 

customers that exist in the Company’s current modified SFV rate design.   These cross subsidies 

are not only inherently inequitable, given that higher usage customers place greater demand on 

the ComEd distribution system, but also diminish all customers’ ability to control and decrease 

their energy usage.  A rate design policy that minimizes customers’ ability to reduce their energy 

usage contradicts the clear public policy of the State of Illinois, which seeks to reduce energy 

usage.3  The Commission’s recent acceptance of SFV rate designs and the “all costs are fixed” 

point of view in various utility rate orders needs re-visiting in light of this clear evidence and 

these articulated public policy goals. 

 Finally, regardless of how the Commission views fixed cost recovery issues, ComEd’s 

participation in formula rate regulation now ensures that the Company’s rates are annually 

updated to recover the Company’s actual costs and forecasted plant expenditures.  This shift in 

the regulatory paradigm eviscerates any utility argument that unless monthly customer charges 

                                                
3  See, e.g., Section 8-103 of the Act, which provides:  “It is the policy of the State that electric utilities are 
required to use cost-effective energy efficiency and demand-response measures to reduce delivery load. Requiring 
investment in cost-effective energy efficiency and demand-response measures will reduce direct and indirect costs to 
consumers by decreasing environmental impacts and by avoiding or delaying the need for new generation, 
transmission, and distribution infrastructure.”  220 ILCS 5/8-103.   



10 
 

are maximized (thereby minimizing the effect customer usage has on revenue recovery), it will 

not recover its costs.  The record evidence and these changes in electric utility revenue recovery 

support a restructuring of ComEd’s rates to reduce the fixed monthly customer charge and 

increase the percentage of variable per kilowatt-hour charges in order to end the inequitable 

cross-subsidization of high-usage customers by low-usage customers, who ironically place the 

least demand on the ComEd distribution system yet have seen the largest percentage increases in 

rates since the Commission began endorsing the modified SFV structure.  Such a restructuring, 

too, will further incent residential ratepayers to participate in the energy efficiency programs for 

which they already pay, and serve the General Assembly’s policy goals of reducing electric 

usage. 

     (i) ComEd’s Definition of “Fixed” Costs Is Not Supported By   
Its Own Cost Study. 
 

 Demand costs are directly related to the amount of electricity used by customers. 

Compared to its total cost of service, ComEd’s demand-related costs account for $1,556,318,405 

out of ComEd’s $2,232,244,003 total cost of service, or 70% of all costs.4  For the residential 

rate classes, the percentage of costs classified as demand-related related range from 45% (multi-

family without space heating) to 62% (single family with space heating).5  Thus, demand-related 

costs represent a significant portion of residential customers’ bills.  ComEd’s lead rate design 

witness, Charles Tonorio, agreed that the Company incurs costs that are driven or caused by 

residential consumer demand.  Tr. at 482, 456.   

                                                
4 ComEd Ex. 3.01, Sch. 2A, p. 13, col. Tot. ICC, line 248 shows total distribution-related costs.  The sum of lines 
246 through 248 is the total cost of service, excluding the distribution tax. 
 
5 These figures are calculated by performing the same calculation as in the previous footnote for the columns for 
each residential rate class. 
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By definition, a fixed cost, on the other hand, is one that the utility cannot change.  In the 

field of economics, whether a cost is fixed or variable depends on the time period that is 

evaluated.  The shorter the time period, the more costs will be fixed.  For example, as a 

hypothetical, assume a utility pole has a useful life of 33 years, so that on average 3% of poles 

are replaced each year.  If fixed costs are evaluated for the next year, 97% of a utility’s 

investment in poles will be fixed, but 3% (the poles that will be replaced next year) will be 

variable.  If the analysis is extended to five years, then 85% of the investment would be fixed and 

15% would be variable.  AG Ex. 1.0 at 12-13. 

Traditional rate design treats demand-related costs for customers without demand meters 

as being incurred in proportion to the amount of electricity used by the customer.  Id. at 15.    

Indeed, in the larger non-residential customer classes, ComEd recovers standard distribution 

costs, including distribution equipment, as well as operating and maintenance activities for the 

delivery of electricity, through demand charges that vary with customers’ peak demands.  Tr. at 

476.  Not so with residential customers.  Instead, ComEd treats demand-related distribution costs 

as “fixed” costs in its SFV analysis.  AG Ex. 1.0 at 14-15.   Indeed, SFV rates for residential 

customers treat demand-related costs as being exactly the same for each customer, regardless of 

the amount of electricity used by the customer.  In contrast, under traditional rate-setting, 

demand-related costs are recovered from customers without demand meters in relation to the 

amount of electricity purchased by customers.  Id. 

ComEd and this Commission have defined nearly all distribution costs as fixed.  Thus, 

using the utility poles hypothetical, ComEd considers 100% of its investment in poles to be a 

fixed cost, even though it is continually purchasing and installing new poles.  The same is true 

for ComEd’s treatment of essentially all of its physical facilities, and even most of its operating 
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and maintenance expenses.  As noted by AG witness Rubin, that is not a reasonable definition of 

fixed costs.  Id. at 13.  Under ComEd’s approach, nearly everything is a fixed cost.  It considers 

all of its labor costs to be fixed, even though ComEd has the ability to reduce or increase its 

workforce almost instantaneously.  It also considers essentially all of its expenses (everything 

from office supplies to gasoline) to be fixed, even though ComEd should be constantly 

attempting to reduce waste, improve efficiency, and negotiate better prices with suppliers.  That 

“least cost”6 mindset is a central tenet in monopoly regulation, whether traditional rate of return 

regulation is applied or formula rates under the new EIMA law7 are used, because both 

ratepayers and shareholders win when costs are kept reasonably low.   

  At the outset, then, there exists a serious problem with the way in which fixed and 

variable costs have been defined by ComEd.  Setting rates based on these definitions is not only 

unfair to customers, as explained below, but also fails to give ComEd the proper incentive to 

improve efficiency.  If its allegedly fixed costs are recovered automatically through the customer 

charge, and then reconciled annually, then ComEd has no incentive to reduce costs and improve 

efficiency.  Simply stated:  Why would ComEd look at making its workforce more efficient if it 

is guaranteed recovery of 100% of its labor costs?  Why would it seek to reduce the number of 

vehicle miles traveled if it is guaranteed recovery of 100% of its vehicle fuel and maintenance 

costs?  These are truly variable costs – they are able to change very quickly – but the definition 

used by ComEd and the Commission incorrectly treats these costs as fixed costs.  Id. at 13-14. 

                                                
6  See, e.g.,Section 8-401 of the Act, which provides, “Every public utility subject to this Act shall provide 
service and facilities which are in all respects adequate, efficient, reliable and environmentally safe and which, 
consistent with these obligations, constitute the least-cost means of meeting the utility's service obligations.  220 
ILCS 5/8-401 (emphasis added).  
 
7  Under traditional rate of return regulation, a utility is incentivized to reduce costs between rate cases, 
thereby permitting it to earn a higher return on equity.  Likewise, under formula rates, cost control is rewarded to the 
extent that the utility is permitted to earn above its authorized rate of return up to the upper boundary of the return 
on equity collar calculation, referenced in Section 16-108.5(c)(5). 
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    (ii) The Inherent Inequities of SFV Rates  

 

The Commission’s recent movement toward, and endorsement of, SFV rates contradicts 

traditional rate setting of the past and the core tenet that cost causation should guide the design of 

utility rates.  As observed by AG witness Rubin, up until a few years ago, when Illinois utilities 

persuaded the Commission to move toward SFV rates, utility rates were set based on the cost of 

providing service to customers.  AG Ex. 1.0 at 14.  Customer charges were designed to 

approximately recover the costs of providing a meter and service line to the customer, as well as 

the basic costs of meter reading, billing, and customer service.  All other costs associated with 

moving electricity from power plants to customers – both before and after divestiture -- were 

recovered from residential customers based on their energy consumption, and from larger 

customers based on a combination of energy consumption and peak demand.  Id. 

 As noted above, the major difference between traditional rates and SFV rates for 

residential and small commercial (watt-hour) customers is the treatment of demand-related costs.  

Residential and small commercial customers do not have demand meters, so it is not feasible to 

charge them rates based on peak demand.  Yet much of a utility’s costs are incurred to meet peak 

demands.  That is, substations, transformers, and other facilities are sized to meet the maximum 

demand (plus a margin of safety) expected to be placed on the facilities.  Id.  ComEd witness 

Tonorio confirmed that if a residential customer increased his or her electricity usage load (in a 

significant manner), the Company would need to “change the facilities to serve them”, and in 

fact works with residential developers in order to provide the facilities that are required.  Tr. at 

484.   
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 The movement toward SFV rates has a significant impact on residential customers’ bills 

– and a particularly unfavorable one on low-users’ bills.  Simply put, moving from a traditional 

rate design to SFV rate design shifts these demand costs from higher-use customers to lower-use 

customers.  Under a traditional rate design, essentially all non-customer-related distribution costs 

would be allocated on a per-kWh basis.  Under a pure SFV rate design, nearly all distribution 

costs would be allocated on a per-customer basis.  Customers who use relatively small amounts 

of electricity will and have seen very large rate increases under an SFV type of rate design, while 

customers who use relatively large amounts of electricity will and have seen their bills increase 

very little or even decline. 

The record evidence shows that ComEd customers have felt the effects of these rate 

design shifts.  In ComEd’s 2005 rate case, ICC Docket No. 05-0597, the Commission first 

unbundled ComEd’s rates, creating separate charges for metering and electricity distribution 

(excluding the supply of electricity).  At the conclusion of that case, the Commission determined 

ComEd’s rates for single family non-heating (“SFNH”) customers to be a customer charge of 

$6.67 per month, a meter charge of $2.21 per month, and a usage distribution charge of 1.965¢ 

per kWh.8  Today, ComEd charges to the SFNH class include a customer charge of $12.33 (an 

85% increase in 7 years), a meter charge of $2.89 (a 31% increase), and a usage distribution 

charge of $1.955¢ per kWh (a decrease of 0.5% in 7 years).9 

In order to assess the specific impact of the movement toward SFV rates on ComEd’s 

residential customers, the AG’s office requested the underlying billing data for ComEd’s roughly 

                                                
8 These rates were the current rates when ComEd filed its 2007 rate case, Docket No. 07-0566, as shown on 
Schedule E-5, p. 1, of its filing in that case. 
 
9 ComEd’s existing rates became effective in July 2013 and are taken from its tariff, 4th Revised Informational Sheet 
No. 24. 
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2.7 million residential customers, used by ComEd to produce ComEd Ex. 2.33.  The data 

provided by ComEd is the source data ComEd used to prepare a study entitled, “Residential 

Electricity Usage and Bill Impacts of the Straight Fixed Variable Rate Design,” which is ComEd 

Ex. 2.33.   

 As explained by AG witness Rubin, the data file contains four data sets, one for each of 

ComEd’s residential rate classes: Single Family Non-Heating (“SFNH”), Multi-Family Non-

Heating (“MFNH”), Single Family Heating (“SFH”), and Multi-Family Heating (“MFH”).  AG 

Ex. 2.0 at 1-2.  The data sets contain actual consumption data for each month of 2010 for each 

customer who was a customer for the entire 12 months of that year.  Id.   Mr. Rubin performed 

the same analyses on each data set.  As discussed below, Mr. Rubin’s analysis of the ComEd 

data revealed dramatic differences in the rates incurred by low residential users of electricity and 

the Company’s highest residential users, with results varying by residential subclass.  

   (A)   The Current SFV Rate Structure Results In ComEd’s  
     Lowest Users  Subsidizing ComEd’s Highest Users in  

 The SFNH Residential Class. 

 AG Exhibit 2.01, attached as Appendix B, shows the results of Mr. Rubin’s analysis for 

the Single Family Non-Heating residential class (“SFNH”), broken down by usage percentile and 

share of four important measures: annual kWh, kWh used during the peak month (August), total 

class revenues calculated using 2006 rates, and total class revenues calculated using currently 

effective (2013) rates.  For example, the 97,406 customers in the 5th percentile collectively use 

0.9% of the electricity used by all SFNH customers and only 0.7% of electricity used during the 

peak month.  AG Ex. 2.01.  Under the pre-SFV rates, these customers contributed 2.3% of total 

revenues under SFNH.  Under current rates, the customers contribute 2.8% of the rate class’s 

revenues.  Id.   
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 The final column in AG Exhibit 2.01 shows the average percentage increase in the annual 

bill for customers in each group between the 2006 rates and the 2013 rates.  This shows, for 

example, that moving toward SFV rates between 2006 (pre-SFV) and 2013 resulted in an 

average annual increase of 54.78% in the bills paid by the lowest-use customers, compared with 

an increase of 11.65% for the highest-use customers (the 100th percentile group).  Id.  These 

figures compare to the average increase in revenues of 27.78% during this time period.  So by 

moving toward SFV rates, the lowest-use customers received increases about two times the class 

average, while the highest-use customers received increases of less than one-half of the class 

average increase.  Id. 

 Mr. Rubin’s analysis also showed that the lowest SFNH customers are paying rates in 

excess of their responsibility for the total cost of service.  The ComEd ECOSS shows that for the 

SFNH class, 60.8% of the total cost of service is for demand-related costs, while 39.2% of costs 

are customer-related.  AG Ex. 2.0 at 6.  To estimate each percentile group’s contribution to the 

class’s demand, Mr. Rubin averaged the group’s percentage of annual kWh and its percentage of 

peak-month kWh.  He determined that users in the lowest usage percentile (5%) should be 

responsible for approximately 2.4% of the class’s total cost of service.  Id.  Yet, Mr. Rubin’s 

analysis concluded that this percentile group is currently providing 2.8% of the class’s revenues.   

Id. 

 This analysis demonstrates that the revenues paid by the lowest users exceed the cost of 

serving those customers by more than 15%.  Id.  Mr. Rubin noted that under 2006 rates, the 

lowest users were providing slightly less revenue than they should (2.3% of class costs compared 

to the 2.4% they should provide).  Thus, assuming for purposes of this analysis that ComEd’s 

ECOSS is accurate, some realignment in rates was necessary to fairly recover revenues from 
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low- and high-use customers, but the SFV-type rates that were adopted went much too far.  The 

results of customer contribution to revenues as compared to costs imposed on the ComEd 

distribution system for each usage percentile group is shown on AG Exhibit 2.02, attached as 

Appendix C.  

 Not surprisingly, Mr. Rubin found that the highest-using customers – those who received 

well below-average rate increases since 2006 – have ended up providing revenues that are less 

than their cost of service.  For example, the highest users – customers who use more than 20,827 

kWh per year – should be responsible for 10.1% of the class’s cost of service, as shown on AG 

Exhibit 2.02.  At present, however, these customers are providing only 9.7% of the class’s 

revenues.  Id. at 7.  It is interesting to note that in 2006, these customers were providing too 

much revenue (10.9% of the total).  So, while some realignment of the 2005 rates for this class 

was in order, the movement toward SFV rates went too far.  The result is that low users are 

paying too much and high users are paying too little. 

 AG Exhibit 2.03 is a graph showing the data in AG Exhibit 2.02, attached to this Brief as 

Appendix D.  The line on the graph shows each group’s responsibility for the cost of service.  

The first (red) bar for each group shows the group’s contribution to the class’s revenues under 

2006 rates.  The second (blue) bar for each group shows the revenue contribution under 2013 

rates.  It can be seen that the lowest-using customers went from having revenues below cost to 

having revenues in excess of cost (again, assuming the accuracy of ComEd’s cost study), while 

the opposite is true among the highest-using customers.  AG Ex. 2.03. 

 The Rubin analysis clearly demonstrates that the percentage of cost recovery assigned to 

the customer charge for the SFNH class must be reduced to ensure that rates reflect cost 

causation for that subclass.  In addition, principles of equity and fairness demand that low users 
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of electricity not shoulder more of the cost recovery burden than their contribution justifies.  

Similarly, high usage customers should not be rewarded with lower percentage increases in rates 

when their contribution to cost causation is higher than other customers within their subclass.  

 If rates were set to the cost-based levels developed by Mr. Rubin, the current subsidies of 

high users by low users would be significantly reduced.  Except for some minor differences, the 

revenues received from each percentile group of customers would be approximately equal to the 

cost of serving each group of customers.  This is shown in AG Ex. 2.04, attached to this Brief as 

Exhibit E.   

 In order to eliminate the disparity between revenues and cost causation within the various 

residential classes, AG witness Rubin proposed a straightforward re-alignment of the customer 

and variable charges that reflect each residential customer class’s contribution to demand costs 

while collecting the same overall level of revenues from each class and eliminating the 

inequitable cross-subsidy of high usage customers by low usage customers that currently exists.   

As noted by Mr. Rubin, designing rates to eliminate the disparity that exists under present rates 

and ComEd’s proposed rates is very straightforward.   

 For the SFNH class, approximately 60.8% of costs are related to demand, so 60.8% of 

revenues should be recovered through kWh charges.  The remaining 39.2% of costs are 

customer-related, so they should be recovered through the customer charges.10  The customer 

charges are then divided between the customer charge and the meter charge.  For simplicity, Mr. 

Rubin did not change ComEd’s existing meter charge, which is the same for all residential 

customers.  The required level of revenues from this class is approximately $995.9 million, 

                                                
10  Please note that these approximate cost assignments would be slightly different if the AG’s recommended 
ECOSS were adopted (see AG Ex. 1.01Corrected and ComEd Ex. 7.01, pdf page 66, lines 255-260).  
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according to ComEd cost data, which reflects the adjustments Mr. Rubin made to the cost-of-

service study, as discussed earlier in section II.C.2. above of this Brief.   

 Performing these calculations using existing rates results in a SFNH customer charge of 

$9.61 per month, a meter charge of $2.89 per month, and a consumption charge of 2.273¢ per 

kWh.  These compare to ComEd’s currently effective rates of $12.23 per month, $2.89 per 

month, and 1.955¢, respectively.  That is, ComEd’s existing customer charge is too high by 

roughly $2.62 per month and its existing kWh charge is too low by about 0.318¢ per kWh, 

assuming the existing revenue requirement.11   

 To set rates using Mr. Rubin’s rate design and a different revenue requirement, the 

Commission can simply set the percentage of revenues that comes from the fixed and variable 

charges delineated in AG Ex. 1.01 Corrected (Appendix A) for each residential rate class and 

apply the new revenue requirement.  However, these amounts may be modified depending on 

how the Commission modifies ComEd’s cost allocations in its ECOSS.   No matter what 

modifications are made, the information contained in ComEd Ex. 7.01, pdf page 66, (labeled 

“Schedule 2A”), lines 255-260, should form the cost basis for the demand (variable kwh)/fixed 

(customer and meter charges) allocation for each residential subclass.  As the record stands, 

however, approximately 60.8% of SFNH costs are related to demand, so 60.8% of revenues 

should be recovered through kWh charges.  The remaining 39.2% of costs are customer-related, 

so they should be recovered through the customer charges.12   

                                                
11  The revised rates for the SFNH class under ComEd’s proposed revenue requirement would produce a 
customer charge of $ 10.86 per month, a meter charge of $ 3.38 per month, and a consumption charge of 2.885¢ per 
kWh.  See AG Ex. 2.0 at 8-9.   
 
12  Please note that these approximate cost assignments will be slightly modified by the revisions found in AG 
Ex. 1.01 Corrected.  
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(B) ComEd’s Multi-Family Non-Heating Customer Class 
Rate Design Requires Slight Modification. 

 

 Mr. Rubin’s analysis of the Multi-Family Non-Heating (“MFNH”) rate class based on the 

customer usage data supplied by ComEd revealed that, unlike the SFNH class, the MFNH class 

has not made any movement toward SFV pricing since 2006.  AG Ex. 2.0 at 9-10.  The customer 

charge and kWh charge have both increased by the same percentage (approximately 29%) since 

2006.  Consequently, each percentile group’s revenues have increased by that same percentage 

since 2006, and there has been no change in the percentage of revenues provided by each group.  

A summary of the basic data for the MFNH rate class is shown on AG Exhibit 2.05, attached to 

this Brief as Appendix F.   

 Mr. Rubin also analyzed how revenues collected from each group of MFNH customers 

compared to the cost to serve each of those groups of customers.  The ComEd ECOSS showed 

that that 46.28% of the total cost of service for the MFNH class is tied to demand-related costs, 

while 53.8% of costs are customer-related.  AG Ex. 2.0 at 9.  Mr. Rubin’s analysis shows that, 

contrary to the SFNH class, low users in the MFNH class are providing revenues that are less 

than the cost of providing service, while larger users are providing revenues in excess of the cost 

of service.  Id.  Thus it appears that some realignment of rates would be appropriate for this rate 

class.  These results are shown on AG Ex. 2.06, attached to this Brief as Appendix G. 

  A clear visual depiction of these conclusions can be seen in AG  Ex. 2.07, which is a 

graph showing the data in AG Ex. 2.06.  This graph reveals that there has been no change in the 

relationships between revenues and costs for this class since 2006.  It is attached to this Brief as 

Appendix H. 
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 Mr. Rubin designed rates for the MFNH class using the same approach for the SFNH 

class.  The resulting rates equivalent to existing rates are a customer charge of $7.37 per month, 

a meter charge of $2.89 per month, and a consumption charge of 2.241¢ per kWh.  These 

compare to ComEd’s currently effective rates of $6.21 per month, $2.89 per month, and 2.536¢, 

respectively.  That is, ComEd’s existing customer charge is about $1.16 per month too low, 

using ComEd’s ECOSS assumptions, and its existing kWh charge is too high by just under 0.3¢ 

per kWh.  AG Ex. 2.0 at 10. 

 Here again, adoption of Mr. Rubin’s cost-based rates would re-align revenues from each 

percentile group of MFNH customers with the cost of serving each group of customers within 

the MFNH class.  That result is shown in AG Ex. 2.08, attached to the Brief as Exhibit I.  These 

rates should be adjusted in proportion to the final revenue requirement adopted by the 

Commission in ComEd’s formula rate proceedings, as explained above. 

As noted in the SFNH section above, to set rates using Mr. Rubin’s rate design and a 

different revenue requirement, the Commission can simply set the percentage of revenues that 

comes from the fixed and variable charges delineated in AG Ex. 1.01Corrected (Appendix A) for 

each residential rate class and apply the new revenue requirement.  However, these amounts may 

be modified depending on how the Commission modifies ComEd’s cost allocations in its 

ECOSS.   No matter what modifications are made, the information contained in ComEd Ex. 7.01, 

pdf page 66, (Schedule 2A), lines 255-260, should form the cost basis for the demand (variable 

kwh)/fixed (customer and meter charges) allocation for each residential subclass.  As the record 

stands, approximately 46.28% of the total cost of service for the MFNH class is tied to demand-

related costs, while 53.8% of costs are customer-related.   
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    (C) The Current SFV Rate Structure Shows Dramatic  
     Subsidies Of ComEd’s Highest Users By ComEd’s  
     Lowest Users in the Single Family Heating Class. 
 

 Mr. Rubin’s analysis of the impact SFV rates had on Single Family Heating (“SFH”) 

customers based on the customer usage data supplied by ComEd revealed dramatic cross 

subsidies of high usage customers by low usage customers, as shown in AG Ex. 2.09, attached to 

this Brief as Appendix J.  The lowest-use SFH customers saw their contribution to revenues 

increase by nearly 60% between 2006 and 2013, even though the class’s total revenue 

contribution decreased by 3.6%.  AG Ex. 2.0 at 11.  Rather incredibly, the 30% of customers 

with the lowest usage (annual usage less than 15,529 kWh) saw their bills increase, while all 

other customers had their bills decrease.  The effect of moving toward SFV pricing is quite 

pronounced among the highest-use customers.  Customers who use more than 32,000 kWh per 

year saw their annual bills decline by 20% or more.  Id. 

 In addition, ComEd’s lowest usage SFH customers are paying rates that exceed their 

contribution to the overall cost of service.  Mr. Rubin calculated 61.9% of the total cost of 

service in the SFH class is for demand-related costs, while 38.1% of costs are customer-related.  

Id.  at 12.  For example, the 5th percentile group, that is the lowest 5% of users, is currently 

providing 2.8% of the class’s revenues, but is responsible for only 2.3% of the class’s costs.  

This evidence demonstrates that the revenues paid by the lowest users exceed the cost of serving 

those customers by more than 20%.  Id.   Mr. Rubin observed that, under 2006 rates, the lowest 

users were providing less revenue than they should (1.6% of class revenues compared to the 

2.3% they should provide).  While some realignment of the rates for this class was called for, 
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once again, the Commission and ComEd went too far in the other direction.  These results for 

each percentile group are shown on AG Exhibit 2.10, attached as Appendix K.   

 AG Exhibit 2.11 is a graph showing the data in AG Exhibit 2.10, attached to the Brief as 

Appendix L, and provides a more visual depiction of the cost/revenue disparity.  The line on the 

graph shows each group’s responsibility for the cost of service.  It can be seen that there have 

been significant shifts in cost recovery since 2006.  In 2006, the low users were providing 

revenues much less than the cost of service, at the expense of large users.  Today, exactly the 

reverse is true.  In order to eliminate the subsidies from the lowest users to the highest users 

within the SFH class, it is necessary to reduce customer charges and increase consumption 

charges, as proposed by Mr. Rubin.  

 Mr. Rubin designed rates that would collect the same level of revenues from the SFH rate 

class, but that would eliminate the disparity between revenues and costs within the class, using 

the same approach as applied to the other residential rate classes and reflecting the fact that 

61.9% of the total cost of service in the SFH class is for demand-related costs, while 38.1% of 

costs are customer-related.  AG Ex. 2.0 at 12.  The resulting rates equivalent to ComEd’s 

existing rates are a customer charge of $11.08 per month, a meter charge of $2.89 per month, and 

a consumption charge of 1.215¢ per kWh.  AG Ex. 2.0 at 13.  These compare to ComEd’s 

currently effective rates of $15.13 per month, $2.89 per month, and 0.998¢, respectively.  Id.  

That is, ComEd’s existing customer charge is about $4 per month too high and its existing kWh 

charge is too low by about 0.22¢ per kWh.  Id.   

 Adoption of Mr. Rubin’s proposed rates, which are based on the proportion of demand 

costs to customer-related costs revealed in the ECOSS, would significantly reduce the subsidies 
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currently present within the class under ComEd’s modified SFV structure.  Except for some 

minor differences, the revenues received from each percentile group of customers would be 

approximately equal to the cost of serving each group of customers.  This is shown on AG 

Exhibit 2.12, attached to this Brief as Appendix M. 

    (D) The Current SFV Rate Structure Reflects Cost-  
     Based  Rates For The Multi-Family Heating   
     Class. 
 

 Mr. Rubin’s analysis of the impact SFV rates had on Multi-Family Heating (“MFH”) 

customers, based on the customer usage data supplied by ComEd, revealed significant cost-based 

shifts in revenue recovery among the class.  AG Exhibit 2.13, attached to this Brief as Appendix 

N, reveals this shift.   The lowest-use customers saw their contributions to revenues increase by 

nearly 20% between 2006 and 2013, even though the class’s total revenue contribution decreased 

by 7.2%.  The 20% of customers with the lowest usage (annual usage less than 5,644 kWh) saw 

their bills increase, while all other customers had their bills decrease.  The effect of moving 

toward SFV pricing is quite pronounced among the highest-use customers.  Customers who use 

more than 15,000 kWh per year saw their annual bills decline by 15% or more.  AG Ex. 2.0 at  

15. 

 In his comparison of the cost to serve MFH customers with the revenue collected from 

this group, Mr. Rubin calculated that 48.7% of the total cost of service for the MFH class is tied 

to demand-related costs, while 51.3% of costs are customer-related.  Id. at 16.  The 5th percentile 

group, that is the lowest 5% of users, is currently providing 2.9% of the class’s revenues, and is 

responsible for 2.9% of the class’s costs.  Id.  In other words, the movement toward SFV pricing 

that has occurred for this rate class closely approximates the cost of service.  These results are 

shown in AG Exhibit 2.14, attached as Appendix O to this Brief.   
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 A visual representation of this phenomenon is shown in AG Exhibit 2.15, which is a 

graph showing the data in AG Exhibit 2.14.  It is attached as Appendix P.  The line on the graph 

shows each group’s responsibility for the cost of service.  It can be seen that there have been 

significant shifts in cost recovery since 2006.  For this class, whose costs are almost evenly split 

between demand and customer costs, moving to rates based on collecting 50% of costs through 

the customer charge has moved the class to cost-based rates.  Id. 

 With respect to MFH rates, Mr. Rubin concluded that it was not necessary to redesign the 

MFH class rates to achieve cost-based rates, as almost 50% of its costs are customer-related.  He 

noted that the existing rates for this class are very close to the optimal cost-based rates, and that 

if a change were made to ensure cost-based rates, it would be fairly minor.  Id. at 16-17.  He 

calculated that the customer charge would need to increase slightly from $6.81 under present 

rates to $7.26.  Similarly, the consumption charge would decrease slightly from 1.149¢ per kWh 

at present to 1.098¢ per kWh.  Given the slight nature of these changes, he stated that he did not 

believe it is necessary to modify the existing rates for the MFH class. 

       

   (3) SFV Rates Contradict Illinois Public Policy That Favors  
    Customer Engagement in Energy Efficiency. 
 

In addition to the inequitable cost shifting from high users to low users that is triggered 

by SFV rates, this marked increase in fixed monthly charges means residential customers have 

less ability to affect their bill for utility service and less incentive to engage in energy efficiency.   

That fact contravenes the clear direction from the Illinois General Assembly for utilities to 

engage customers in ratepayer-funded energy efficiency programs and thereby reduce the 

demand for electricity.   
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Specifically, Section 8-103 of the Act provides provides:   

It is the policy of the State that electric utilities are required to use 
cost-effective energy efficiency and demand-response measures to 
reduce delivery load. Requiring investment in cost-effective energy 
efficiency and demand-response measures will reduce direct and 
indirect costs to consumers by decreasing environmental impacts 
and by avoiding or delaying the need for new generation, 
transmission, and distribution infrastructure.  

 

220 ILCS 5/8-103.     

SFV rates, however, reduce a customer’s incentive and ability to reduce their electric 

usage.  For example, assume hypothetically that a low-use SFNH customer uses 200 kWh per 

month, while a high-use customer uses 1,500 kWh per month.  After the 2005 rate case, the 

customer’s (non-supply) distribution bill was $38.36 per month, of which $29.48 (77% of the 

bill) represented variable usage charges.  AG Ex. 1.0 at 18.  Today, the customer’s bill would be 

$44.55 per month, of which $29.33 (66% of the bill) represents variable usage charges.  Stated 

differently, during the past seven years, the customer’s bill increased by about $6.20 per month, 

but its variable usage charges actually declined by 15 cents per month.  Id.  All of the increase, 

and then some, occurred in the fixed charges on the bill.  The result is a substantial increase in 

the portion of the bill that is beyond the customer’s control. 

 This reduction in the ability of customers to control the amount of their electric bill is 

even worse for the low-use customer.  After the 2005 case, the 200 kWh customer’s bill was 

$12.81 of which $3.93 (31% of the bill) represented variable usage charges.  Today, the bill is 

$19.13, of which $3.91 (20% of the bill) represents variable usage charges.  When a customer 



27 
 

can affect only 20% of his or her electric distribution bill, the incentive for the customer to 

improve his or her efficiency is significantly reduced.   

 Thus, moving toward SFV rates not only shifts costs to low-use customers, it also 

diminishes customers’ ability and incentive to control their bills through enhanced efficiency 

efforts.   For this reason, too, the Commission should re-visit its endorsement of SFV rates and 

adopt Mr. Rubin’s proposed residential rate design. 

 In response to these observations, ComEd witness Philip Hanser, who is employed by 

The Brattle Group and based in Massachusetts, argues that if more costs are recovered through 

variable charges, “then the distribution utility may be averse to offering energy efficiency 

programs because they would impede its revenue recovery.”  ComEd Ex. 10.0 at 9.  He asserts, 

“SFV pricing removes this disincentive.”  Id.  But this endorsement of SFV pricing is 

meaningless within the context of the State of Illinois.  Here, electric utilities, as noted above, are 

required to offer ratepayer-funded energy efficiency programs, and to deliver specific levels of 

annual energy savings, as prescribed by the statute, subject to monetary penalties.  220 ILCS 5/8-

103.  In other words, the Commission need not worry about “impeding” ComEd’s desire to offer 

energy efficiency programs.  They are required to offer such programs by law.    

 ComEd witness Hanser also claims that a SFV rate design incents a utility to support 

energy efficiency efforts.  ComEd Ex. 10.0 at 9.  But that claim is false, too, within the context 

of Illinois’ energy efficiency framework.  SFV pricing offers no additional incentives for utilities 

– both gas and electric – to increase the amount of efficiency programs offered because spending 

on Section 8-103 programs is capped by the General Assembly.  See 220 ILCS 5/8-103(d)(5).  

While the General Assembly also now requires electric utilities to present additional 

opportunities for efficiency programs to the Illinois Power Authority under Section 16-111.5B of 
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the Act, that directive is based on specific potential studies that specify the amount of cost-

effective efficiency potential within a utility service territory that could be included within a 

procurement plan. 220 ILCS 5/16-111.5B(a)(3)(A).  Following the IPA’s recommendations and 

comment, the Commission ultimately decides what and whether additional energy efficiency 

programs shall be offered.  220 ILCS 5/16-111.5B(a)(5).  Thus, the notion of creating incentives 

for additional efficiency offerings by guaranteeing revenues through a higher customer charge is 

a theory that simply does not apply in Illinois.       

 The fact is, SFV pricing significantly reduces the portion of the bill that a residential 

customer can control.  That makes no sense when the General Assembly has made clear its 

interest in promoting annual reductions in energy usage through the delivery of cost-effective 

energy efficiency programs.  The clear public policy of the State of Illinois supports the 

Commission re-considering and ultimately rejecting its embrace of SFV pricing.   

 

  (4) The New Formula Ratemaking Regime Negates Claims That A  
   Utility Cannot Recover Its Fixed Costs Without SFV Rates. 
 
 In 2011, the General Assembly adopted Section 16-108.5 of the Act, otherwise known as 

the EIMA, as well as the 2013 amendment to that statute, which ensures that electric utilities 

adopting formula rates receive guaranteed annual recovery of all just and reasonable costs, 

including a return on investment.  EIMA not only authorized electric utilities to have their rates 

set every year based on a formula that includes a generous return on equity determined by the 

statute, it also includes an annual retrospective reconciliation of the revenue requirement and 

actual costs.  220 ILCS 5/16-108.5(b) & (c).  

 The first docket under the law, ICC Docket 11-0721, established the terms of the formula 

and established new rates based upon ComEd’s historical FERC Form 1 report for 2010.  In 
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Docket No. 12-0321, the Commission (1) established a new revenue requirement that took effect 

on January 1, 2013 based on ComEd’s historical FERC Form 1 reports for 2011 and projected 

plant additions for 2012, and (2) reconciled the revenue requirement allowed in Docket 11-0721 

with ComEd’s actual costs for 2011.  The reconciliation balance was added to the new revenue 

requirement and collected in rates effective on January 1, 2013.  In ICC Docket No. 13-0386, 

ComEd filed rates that it alleged implemented formula rate tariff changes authorized by Public 

Act 98-0015.  The formula rate update process will be repeated annually for the foreseeable 

future – until the year 2022, unless the statute is modified.   

 In light of this statutory change, the Commission should re-visit its ill-advised focus on 

ensuring “fixed cost” recovery through steadily increasing customer charges and diminished 

variable charges.  As noted by AG witness Rubin, if there ever was a reason to move toward 

SFV rates, that reason has disappeared with the legislative enactment that essentially ensures 

ComEd recovery of its revenue requirement, regardless of the amount of electricity it sells or the 

way its rates are designed.  Thus, there should be no reason to deviate from traditional rate 

design principles that focus on recovering costs from customers who cause the costs to be 

incurred.   

 The clear, unrebutted evidence shows that low-use customers do not contribute 

significantly to ComEd’s substantial demand-related costs.  Such costs should be recovered from 

residential customers in relation to the amount of electricity they use.  The arrival of formula 

ratemaking is an appropriate time to correct the inequity in ComEd’s residential rates. 
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b. Consideration of low-use sub class  

   (i) ComEd’s Low-Use Sub Class Analysis  
 

In performing its analysis of SFV rate design in the 10-0467 rate case proceedings, the 

Commission considered ComEd’s proposal to move toward an SFV design that would eventually 

collect 80% of those costs the Company has described as fixed through fixed charges, chiefly the 

customer charge, and relegate only 20% of its delivery service costs to its volumetric charge.   

Noting that “…when customers respond to rates that do not accurately reflect cost causation, that 

[sic] inefficiency results and society suffers,”  Order at 231,  the Commission stated that it lacked 

sufficient information on whether ComEd  “…incurs a lesser cost in providing delivery service 

to its Watt-Hour Residential Delivery Class’ low-use customers versus higher-use customers.”  

Order at 232.  The Commission’s unease with the absence of any reliable information on cost-

causation for ComEd’s low-use customers prompted a specific order that ComEd should compile 

such data for the Commission’s use in cost allocation and rate design proceedings: 

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 
sub-group 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. 

 

ICC No. 10-0467, Order of May 24, 2011 at 232.   

 Thus, the Commission’s order recognized that low-use customers may be so negatively 

impacted by SFV rates that an investigation into the actual costs these customers impose on 

ComEd’s distribution network was needed to determine whether those costs were being 

accurately reflected in rates.  In doing so, the Commission explicitly entertained the possibility 
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that should a “disparate impact of a SFV design on low-use customers” be discovered, ComEd’s 

existing service classifications and rate designs would have to be redesigned to address the 

inequity.  Thus, the Commission sought a fundamental reassessment of those ratemaking 

parameters and the assumptions underlying them. ComEd’s testimony in this case, however, did 

not respond to or even acknowledge the breadth of the Commission’s concerns.    Although the 

Commission explicitly ordered that “ComEd must provide evidence” on whether a new class 

cost of service and rate design were necessary for low-use customers, ComEd provided neither 

information nor analysis responsive to this directive. 

     (A)  ComEd Did Not Establish A Definition For  
     “Low-use customer” To Begin The Cost Of  
     Service  Inquiry The Commission Ordered In  
     The 10-0467 Rate Case.   
 

The extent to which ComEd complied – or did not comply – with the above directives 

was clarified through cross-examination of Mr. Charles Tenorio, ComEd’s rate design witness.  

Even though the Commission specifically asked ComEd to “…explore how it defines the low-

use customer sub-class,” Order at 232, ComEd witness Tenorio insisted that the Company did 

not need to develop such a definition, because, he stated, “[P]art of the investigation was to see if 

a definition needed to be developed” and further confirmed that in the variety of rate designs 

presented by ComEd in this proceeding, there is no subgroup for low-use residential customers 

in any of them.  Tr. at 472. 

 Contrary to this assertion, the Commission’s Order in 10-0467 did not leave it up to 

ComEd to decide whether to develop a definition for low-use customers.  Rather, ComEd was 

expected to report on “how it defined the low-use customer sub-class.”  Order at 232 (emphasis 

added).  Identifying and defining a low-use customer sub-class would necessarily have to be the 
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first step in complying with the Commission’s instructions to determine whether the impacts of 

SFV rates on any distinctive groups of customers warranted the creation of a new class of 

service.  Yet ComEd did not undertake a definition for a separate subclass for low-use residential 

customers, Tr. at 471, and instead elected to disregard the very assumption underlying the 

Commission’s analysis, the specific problem that prompted its request for further investigation – 

that a group of customers characterized by low consumption patterns may be so 

disproportionately impacted by SFV rates in view of the lower demands their usage  placed on 

the distribution system, that a new class of service might be needed to reflect those lower 

demands.   

ComEd’s refusal to define a group of low-use customers, in compliance with the 

Commission’s order, is particularly objectionable given that Company witness Tenorio 

acknowledged that there is not only a relationship, but a correlation between usage and demand.  

Tr. at 459.  Such a relationship lies at the basis of distinctive classes of service:  customers with 

similar usage habits impose similar demands on distribution facilities.  As AG witness Rubin 

explained, for customers without demand meters, traditional ratemaking treats demand-related 

costs as being incurred in proportion to the amount of electricity used by customers.  AG Ex. 1.0 

at 15.  Yet Tenorio admitted that he did not analyze the strength of the correlation between usage 

and demand, an analysis that would be minimally required to respond to the Commission’s 

questions regarding the need for a new low-use customer class of service. 

When asked if ComEd’s ECOSS witness determined the classes for which costs would be 

determined, Tenorio responded that the witness had made no such determination, and in fact had 

simply “used the same basic ECOSS that was provided in the FRU, in the 10-0467, in the 

customer delivery service classes that have been place for that period of time.”  Tr. at 467-68.  
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As Tenorio explained it, rather than undertake a definition of a new class – which presumably 

would have to take into account the relationship between usage and demand in order to 

determine whether a new class of service was needed – ComEd instead relied upon existing 

classes by reviewing “nearly every residential retail customer in the ComEd service territory by 

delivery service class, meaning residential, single family with and without space heat, and 

residential multi-family with and without space heat, and performed a variety of analyses to 

review those customers and groups as a whole.”  Tr. at 471.   

Inexplicably then, it appears that ComEd interpreted the Commission’s 10-0467 Order as 

seeking ComEd’s opinion on the need for a new subclass without requiring the Company to 

perform any cost of service analyses that would have revealed such a need.   When questioned by 

counsel for the City of Chicago whether he had suggested to ComEd’s cost of service personnel 

that further analysis might be appropriate to determine costs for a residential sub-group before he 

developed his rate designs, Tenorio responded “No, because in this case ComEd had no position 

as to creating new groups or subgroups or new allocations.  We decided to come to this 

proceeding with a wide variety of information so that the Commission can make a decision about 

rate design.”  Tr. at 472.  This response from the Company flies in the face of the Commission’s 

explicit order, which did not seek ComEd’s unsupported opinion on whether new groups or sub-

groups of customers should be created for rate design purposes.  Rather, it asked ComEd to 

perform the necessary cost of service analysis to determine the need for a new low-use sub-class, 

irrespective of the Company’s opinion. 

    (B) ComEd Did Not Perform Any Demand   
    Analysis To Create An ECOSS For Any Group   
    Of  Low Usage Customers. 
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Not surprisingly, not only did ComEd elect not to define a sub-group of low-use 

customers, as the Commission’s 10-0467 order had directed, ComEd witness Tenorio also 

testified that the Company made no independent assessment of cost causation in developing their 

rate designs, as “these are basically the same rate designs that were initially filed in 10-0467.”  

Tr. at 480-81.  ComEd performed no independent demand cost analysis, and its Exhibit 2.33 

merely references cost causation without performing any cost causation analysis other than the 

ECOSS.  Tr. at 480.  The only cost causation ComEd was willing to recognize in response to the 

Commission’s specific 10-0467 order was customer-related costs connected to the existence of a 

customer account, and Tenorio confirmed that it made no specific demand cost analysis.  Tr. at 

481.  

Tenorio stated that the Retail Rates Group, which performs rate design and also works on 

ECOSS, had the task of responding to the Commission’s request to investigate the possibility of 

a new class of low use residential customers.  Tr. at 465-66.  But he was unaware of any special 

study performed by that group to respond to the ICC’s 10-0467 order.  Tr. at 467, 469.  In fact, 

the ECOSS versions Tenorio received from the Retail Rates group were based on ComEd’s 

existing rate classes, and no separate ECOSS was performed to comply with the ICC request to 

provide information regarding low use customers.  Tr. at 470.  So rather than investigate the 

costs generated by low-use customers’ demands on the distribution network to determine 

whether a new rate class was needed, as the Commission’s order directed, Tenorio’s testimony 

reveals that ComEd did the opposite of what the Commission wanted.  It assumed that its 

existing rate classes were appropriate, even though the premise of the Commission’s order was 

that ComEd’s existing rate classes might not be appropriate.   
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Tenorio further explained that ComEd did not perform a separate ECOSS on low use 

customers, although it did perform what he referred to as a separate “study” on that group.  Tr. at 

469-70.  This study resulted in one chart that appeared for the first time in Mr. Tenorio’s 

surrebuttal testimony.  ComEd Ex. 13.0 at 26.  That table (Table CST S-3) shows percentage 

changes in total bills as a result of SFV rates for certain low-use customers13 in the residential 

class.  But the information presented in ComEd’s chart is misleading: total bills don’t provide a 

picture of the impact of SFV on ComEd’s distribution costs.  Total bills include, as ComEd later 

described them in a discovery response to the People, electric supply costs, charges covering 

environmental costs, energy efficiency costs, franchise fees and uncollectible costs for both 

supply and delivery.  Attachment Q, AG Cross Ex. 1 – Tenorio.  Table CST S-3, is therefore not 

even responsive to the basic premise underlying the Commission’s inquiry, the impact of SFV on 

customers’ distribution rates.  Only after ComEd responded to an additional question posed by 

the People in the same data request was the impact of SFV on low use customers’ distributions 

revealed.  The Company’s answer to the People’s data request removed supply and other non-

distribution costs from the analysis, and demonstrates the true impact of SFV on low use 

customers’ delivery service rates, an impact much more detrimental to low use customers than 

ComEd’s original chart deliberately disguised.  For example, under Tenorio’s total bill analysis, 

the five lowest usage percentiles saw their total bills increase anywhere from 9.4% to 25.2% as a 

result of the 50/50 SFV rate design.  ComEd Ex. 13.0 at 26, Tables CST-S3.  The revised 

delivery service analysis chart provided to the People, shows the same group actually bore 

increases in distribution rates much higher than ComEd originally represented, from 17.3% to 

29.3%.  Attachment Q, AG Cross Ex. 1 – Tenorio. 

                                                
13 Since ComEd did not provide a specific definition for low-use customers, the listing of percentile groups on Table 
CST-S3 reflect those customers whose total bills (not distribution rates) increased by 10% or more as a result of the 
adoption of a 50/50 SFV rate design. 
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   (ii)  AG’s Low-Use Sub Class Analysis.   

AG witness and rate design expert Rubin began his analysis of the issues raised by the 

Commission’s 10-0467 rate order with respect to impacts of SFV rates on low-use customers by 

explaining the fundamental need to design rates to reflect customers’ peak demands.  Since 

electric distribution systems are built to meet customers’ peak demands, the ideal method of 

recovering distribution system costs is through the use of demand meters.  In the absence of 

demand metering for residential customers however, as is the case with ComEd’s residential 

customer class, Rubin reasons that the fairest method for recovering those costs is in proportion 

to the amount of energy used by customers, since evidence on the correlation between a 

residential customer’s annual energy consumption and his or her peak monthly consumption is 

fairly strong.  AG Ex. 3.0 at 2.    

Rubin’s analysis is premised on the principle that rates should be “consistent with the 

cost of serving different types of residential customers.”  AG Ex. 3.0 at 3;  see also AG Ex. 2.0R 

at 1-4.  His Revised Supplemental Direct Testimony demonstrated that the Commission’s 

decision to move toward SFV rates increased rates for the lowest use customers and reduced 

rates for high use customers in the Single Family Non-Heating and Single Family Heating 

subclasses, in particular.  AG 2.0R at 5-17.   

Rubin’s rate design, discussed in Section IV.C.1. above, ultimately proposes to eliminate 

the negative impacts of SFV rates not only by addressing the disparity between revenues and 

costs within each residential customer class but by designing rates that more appropriately 

recover customer-related costs through the customer charge and demand-related costs through 

the variable kWh charges for all residential classes, reflecting the costs of serving those 



37 
 

different customer groups, as discussed in the Rate Design section above.  AG 2.0R at 8.  That 

rate design should be adopted by the Commission. 

 
2. Non-Residential 

a. Preliminary Issues 
b. Movement Toward ECOSS-Based Rates 
c. Straight Fixed Variable for Watt-Hour Delivery Class 

3. Street Lighting 
4. Illinois Electricity Distribution Tax  
5. Other Issues 

D. Overall Recommended Rate Design 

X. Other Miscellaneous Charges and Fees and Corresponding Tariff Revisions 
A. Potentially Uncontested Issues 

1. Metering Facilities Lease Charges and Standard Meter Allowances 
2. Light Emitting Diode Lighting Units 
3. Other Miscellaneous Charges and Fees except for Invalid Payment 

Fee and Reconnection Fee 
4. Corresponding Tariff Revisions 

B. Potentially Contested Issues 
1. Invalid Payment Fee 

 
 
 ComEd’s Invalid Payment Fee is a charged imposed on customer’s whose checks or 

electronic payments are not honored by a bank.  AG Ex. 1.0 at 9.  ComEd proposed to increase 

that fee from $21.00 to $34.10, a 62% increase to this charge.  Rubin’s testimony addressed the 

various components of ComEd’s expenses associated with rejected payments and its responses to 

AG discovery regarding those underlying costs.  His cost analysis concluded that the Company’s 

current costs are approximately equal to the current charge of $21.00 and should not be increased 

in this proceeding.  ComEd has not provided evidence to undermine those conclusions and the 

Commission should adopt AG witness Rubin’s recommendation to make no changes to ComEd’s 

current Invalid Payment Fee.  In addition, the Commission should adopt Rubin’s proposal to 

require ComEd’s future rate design cases to include an updated analysis reflecting its then-

current invalid payment costs and the types of payments being processed. AG 1.0 at 11. 
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 Rubin challenged two assumptions in ComEd Ex. 2.29, based on discovery responses 

related to that exhibit.  First, discovery revealed that less than 1% of ComEd’s returned payments 

require any special handling, Attachment R, AG Ex. 1.02, yet the Company improperly 

attributed a special handling charge of $11.67 for each returned payment, an amount that 

represents 89% of the Company’s proposed fee increase.  In fact, Rubin’s analysis demonstrates 

that the Company’s average cost per invalid payment is only $0.10.  Attachment S, AG Ex. 1.03. 

Second, ComEd’s response to AG DR 2.01 regarding “normal handling” of returned payments 

stated that “[t]hese payments are automatically rejected and the payment is automatically 

removed from the customer’s account without intervention by ComEd personnel.” Attachment 

R, AG Ex. 1.02, emphasis added.  Rubin therefore eliminated ComEd’s estimate of $0.56 in 

personnel time per day from the Company’s cost analysis.  AG Ex. 1.0 at 10.  Elimination of the 

two charges described above would reduce the average cost per returned payment to $21.97, an 

amount very close to the existing $21.00 charge. 

 Finally, ComEd has assumed, but not explained, why every returned payment would 

generate a call to its Customer Care Center, at an average cost of $10.55 per call.  AG Ex. 1.0 at 

10.   ComEd admits that nearly all returned payments are processed automatically, including an 

automatically-generated letter to the customer.  AG Ex. 1.0 at 10; Attachment S, AG Ex. 1.03.  

Rubin concluded that if even only 10% of the 54,000 returned payments are made good without 

a call to the Company, then the average cost to process a returned payment would fall below the 

current charge of $21.00. 

 Based on information provided by ComEd in response to AG discovery on this issue, the 

People ask that the Commission adopt Rubin’s recommendation that ComEd’s proposal to 

increase its Invalid Payment fee be rejected.  The People also request that the Commission direct 



39 
 

the Company to update its Invalid Payment Fee analysis in each future rate design case to reflect 

changes in these fees between rate design proceedings. 

2. Reconnection Fee 

XI. OTHER 
A. Distribution System Losses 

1. Distribution System Loss Study 
2. Secondary and Service Loss Study 

B. Unaccounted For Energy 
C. Railroad customers - Utilization of Railroad Customers’ Facilities Report 
D. Rate BES Electric Supply Charges 

XII. CONCLUSION 

 WHEREFORE, the People of the State of Illinois respectfully request that the 

Commission adopt the rate design proposed by AG witness Scott Rubin, and the other 

recommendations regarding cost allocation and rates made in this brief. 

The People of the State of Illinois 
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