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I. INTRODUCTION

As noted in the AG Initial Brief, this docket represents the Commission’s first

opportunity to evaluate Commonwealth Edison’s (“ComEd”) cost allocation and Straight Fixed

Variable (“SFV”) residential rate design since the adoption of formula rates for ComEd in 2012.

The Commission’s past adoption of that rate design policy, the record evidence shows, has left

ComEd’s lowest users of electricity shouldering the highest percentage of 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 some 70% of the Company’s distribution costs are, in fact, variable

relative to the demand placed on the system by its customers.1 Moreover, the OAG Brief

explained that a rate design policy that minimizes customers’ ability to reduce their energy usage

by leaving a much smaller percentage of the monthly consisting of variable per kWh charges

contradicts the clear public policy of the State of Illinois, which seeks to reduce energy usage.2

ComEd’s lowest usage residential customers who put the least demand on the electric

distribution system have paid a significant price as a result of the Commission’s embrace of SFV

rate designs and the illogical and plainly false “all costs are fixed” utility playbook.

The time is ripe for the Commission to revisit that policy. First, ComEd now is ensured

recovery of all of its annual historical costs, forecasted plant for the coming 12 months and a

1 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.

2 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.
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reconciliation of the previously approved annual formula rate revenue requirement, along with a

generous guaranteed profit margin, through annual formula rate update proceedings. 220 ILCS

5/ 16-108.5(c), (d). Second, ComEd’s own rate design witness admits that that the Company

incurs costs that are driven or caused by residential consumer demand. Tr. at 482, 456. In

addition, ComEd’s and Staff’s briefs offer up a less-than-spirited defense of this controversial

rate design, as discussed below.

The People urge the Commission to re-visit its endorsement of the existing modified SFV

rate design and adopt OAG witness Scott Rubin’s recommendations for designing rates that, in

fact, (1) reflect ComEd’s actual costs, as revealed in the Company’s Embedded Cost of Service

Study (“ECOSS”); (2) end the inequitable subsidization of ComEd’s highest usage residential

customers by its lowest residential users of electricity; and (3) and encourage customer

participation in ratepayer funded energy efficiency programs.

II. COST OF SERVICE AND ALLOCATION ISSUES

C. Potentially Contested Issues
2. Cost Allocation by Sector versus Delivery Class

Staff opposes the People’s recommendation to use the results of the all-sector Non-

Coincident Peak (“NCP”) analysis in the Commission-approved ECOSS. Staff Ex. 4.0 at 9-12.

Staff argues that reallocating NCP-related delivery costs using a single NCP allocator for the

residential sector is “…inconsistent with the fact that those customer sectors are each separated

into several separate customer classes for cost-of-service purposes” and that “[S]eparating the

residential sector into four classes for cost of service purposes but then allocating their costs

based upon a single group allocator (i.e., residential sector), as Mr. Rubin proposes, moves away

from, rather than close to, cost causation.” Staff In.Br. at 22-23. Staff ultimately concludes that
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the Single Family Heating, Single Family Non-Heating, Multi-Family Heating and Multi-Family

Non-Heating classes “should be responsible for their respective individual NCP demands.” and

reaches the same conclusion with respect to the non-residential class. Staff In. Br. at 23.

While the People understand Staff's argument, we respectfully submit that it fails to take

into account the reality of how ComEd builds its distribution facilities. ComEd doesn’t construct

distribution facilities for each of the individual customer classes within the residential sector,

such as Single Family Heating, Single Family Non-Heating, Multi-Family Heating and Multi-

Family Non-Heating. Rather it builds facilities to serve a residential neighborhood or

subdivision (for example). Customers within that residential area then decide whether they will

be heating or non-heating customers. It is the overall class (what ComEd calls a "sector"), not

the customer's rate schedule that is the primary driver of cost incurrence. Furthermore, as Rubin

testified, using a sector analysis results in fewer non-coincident demand costs being allocated to

the residential sector. He pointed out that the residential only sector analysis shows a reduction in

the residential cost of service of $4,030,000 (as demonstrated in ComEd Ex. 17), while the all

sector analysis (ComEd Ex. 18) shows a reduction in the residential cost of service of

$2,392,000, compared to ComEd’s base case analysis.3

There is nothing inconsistent about allocating NCP-related delivery costs first by sector

then by rate schedule. In fact, doing so is an entirely appropriate method to reflect the peak costs

imposed by customer sectors. The Commission should reject Staff’s argument in this regard and

adopt AG witness Rubin’s recommendation to allocate NCP-related delivery costs on the basis

of ComEd’s all sector analysis.

3 Although the all-sector analysis is less favorable to residential customers, Rubin endorsed it as more equitable to
non-residential customers. AG Ex. 1.0 at 7.
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III. RATE DESIGN
A. Overview
B. Potentially Uncontested Issues
C. Potentially Contested Issues

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

Response to ComEd

As discussed in the Introduction of this Brief and the People’s Initial Brief, ComEd’s

claim in Docket No. 10-0467 that unless costs were increasingly recovered through the fixed

monthly customer charges (up to 80% higher), the Company would not recover its costs4, is

simply not credible. That assertion – one that the OAG has always argued was hollow – cannot

form the basis for any continuation of the SFV rate structure given the new formula rate-setting

paradigm. ComEd’s brief was silent on this point, despite it being raised by OAG witness Scott

Rubin as a significant factor that the Commission should consider in its decision in this docket.5

4 Commonwealth Edison Co. – Proposed General Increase in Rates, ICC Docket No. 10-0467, Order of May 29,
2011 at 232.

5
The People hope that ComEd is not deliberately waiting until its Reply Brief to respond to this issue. The

argument that formula rates negate any perceived need for SFV pricing was raised in AG testimony, and any

responsive argument should have been raised in ComEd’ Initial Brief. See, e.g. AG Ex. 1.0 at 20-21. If ComEd

does address the issue in its Reply Brief, the OAG will be denied an opportunity to respond to those arguments and

the record will be less than complete. In at least one order, the Commission has made clear that such conduct is not

appropriate and will not be tolerated:

The Commission first observes that Ameren’s Initial Brief on Rehearing did not

address the issue of reporting requirements but its Reply Brief on Rehearing

fully addressed the issue. Having reviewed Ameren’s Reply Brief on Rehearing

closely, it is clear to the Commission that Ameren’s arguments on this issue, in

their entirety, could have been included in Ameren’s Initial Brief on Rehearing.

The Commission hereby notifies Ameren that the strategy of including

arguments in its reply briefs that could have and should have been included in its

initial briefs is not viewed favorably. The Commission directs Ameren to cease

this practice in future proceedings….
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In the end, the only evidence ComEd cites to in its Brief to support its embrace of SFV is

the testimony of a non-employee economist arguing generically that SFV is “sound regulatory

policy” and one that “promotes efficient customer decisions.” ComEd IB at 27. ComEd further

claims that the SFV pricing structure “signals to customers the costs of the service provided to

them and thereby promotes efficient customer decisions.” Id. But ComEd’s own ECOSS

contradicts that assertion.

As noted in the AG Initial Brief, 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.6 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).7 Thus, demand-related costs represent a significant portion of residential customers’

bills. Significantly, 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. Accordingly, the principle foundation for the SFV rate design theory – that all distribution

utility costs are fixed – is contravened by the ComEd’s own cost study and rate design witness.8

ComEd’s claim that SFV pricing promotes efficiencies also is contradicted by AG

witness Rubin’s analysis of bill impacts of the ComEd rate design. The record evidence shows

that ComEd customers have felt the effects of these rate design shifts. Since ComEd’s 2005 rate

In re Central Illinois Light Co. d/b/a AmerenCILCO, et al., ICC Docket No. 06-0070/06-0071/06-0072 (Cons.),
Order on Rehearing at 35 (May 16, 2007).
6 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.

7 These figures are calculated by performing the same calculation as in the previous footnote for the columns for
each residential rate class.

8 See also AG Ex. 1.0 at 12-15; AG Ex. 3.0 at 11-14.
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case, ICC Docket No. 05-0597, ComEd’s customer charges to the SFNH class have increased n

85% increase in 7 years.9 AG Ex. 1.0 at 16. Since 2006, Single Family Non-Heating customers

in the lowest 5% percentile usage group have seen their rates increase by nearly 55%, while the

highest users incurred increases of around 12% under SFV pricing. AG Ex. 2.01 (attached as

Appendix B to the AG IB). The evidence also shows that the lowest usage customers in this

class paid revenues in excess of their costs while the highest usage SFNH customers paid

revenues that were below their costs on the ComEd distribution system. See also AG Ex. 2.03;

AG IB at 12-22.

The same kind of inequitable cross-subsidization occurred for the single-family heating

residential 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, AG

IB, Appendix J. The lowest-use SFH customers saw their annual bills increase by nearly 60%

while the lowest users saw their bills decrease by nearly 28%. AG Ex. 2.09 (attached to Mr.

Rubin’s Supplemental Direct testimony). This class’s contribution to revenues increased 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. Contrary to ComEd’s claims, there is nothing efficient or equitable

about that rate design.

ComEd further argues that “nothing has changed” in the past 28 months since the

modified SFV rate design adopted in Docket No. 10-0467 was approved. ComEd IB at 28.

ComEd asserts that the arguments in this docket against continuation of SFV rate design were

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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fully litigated in the 2010 rate case. Id. Again, ComEd’s failure to acknowledge the existence of

formula rates is telling. Of course, everything that matters in the world of cost recovery has

changed since the passage of Section 16-108.5 of the Act and ComEd’s participation in the

formula rate regulatory scheme, as noted above. The fact is, the arguments that ComEd asserts

justify continuation of the rate design – that maximum recovery of costs through the fixed

customer charges is necessary to achieve cost recovery – are no longer relevant.

As noted in the AG Initial Brief, 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 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.

In addition, the notion that policy-oriented decisions such as rate design must follow prior

Commission orders is belied by Illinois law. Notwithstanding the prior 10-0467 Order and rate

design conclusions, the concept of public utility regulation requires that the Commission have

power to deal freely with each situation that comes before it, regardless of how it may have dealt

with a similar or even the same situation in a previous proceeding. Mississippi Fuel Corp. v.

Illinois Commerce Comm’n, 1 Ill.2d 509, 513 (1953). A record containing new evidence or
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argument that implicates past decisions compels reconsideration on the new record and may

require a different result. See Commonwealth Edison Co. v. Illinois Commerce Comm’n, 405

Ill.App.3d 389,408 (2nd Dist. 2010), citing 220 ILCS 5/10-103 (“any finding, decision or order

made by the Commission shall be based exclusively on the record for decision in the case”).

The record in this case, which reveals that 70% of the Company’s costs are demand-related and

the existence of significant cross-subsidies of high residential users of electricity by low

residential users, supports Commission rejection of the assumption that the existing SFV rate

design is equitable and efficient.

Response to Staff

For its part, Staff’s offers a lukewarm endorsement of the SFV rate design, noting only

that the elimination of SFV rates was “an option that the Commission did not indicate was

contemplated in Docket 10-0467.” Staff IB at 33. As noted above, the 10-0467 Order is not

permanent policy. The decision in this case must be based on the record evidence, change in law

(e.g. formula rate regulation under Section 16-108.5 of the Act), and policy considerations.

Conspicuously absent from either the Company or Staff brief is any mention of the efficiency

goals enshrined in Section 8-103 of the Act and new section 16-111.5B, which requires the IPA

to include as a part of its procurement plan all potential energy savings identified by the electric

utilities’ potential studies, and Commission approval of “the identified energy savings programs

and measures it determines are cost-effective”. 220 ILCS 5/ 16-111.5B. This new provision

makes clear the General Assembly’s interest in encouraging electric utility customers are offered

the maximum amount of efficiency opportunities obtainable. A rate design that steadily

increases (or even holds at 50%) the fixed portion of the customer bill thwarts that legislative

goal.
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In short, the record evidence supports a restructuring of the residential rates – in

particular the SFNH and SFH subclasses, which have been particularly hard hit by SFV rate

design – that would decrease the percentage of costs recovered through the fixed customer

charges and increase the percentage recovered through variable charges. Mr. Rubin’s

recommendations for the re-design of residential rates, discussed in full at pages 18-22 of the AG

Initial Brief, should be adopted by the Commission.

While some restructuring of cost recovery for the Multi-Family Non-Heating customer

class such that an increase in the customer charge could be justified, based on ComEd’s cost

studies (AG Ex. 2.0 at 11-12), the People can support retention of the current customer

charge/variable charge percentage for this subclass in recognition of the efficiency policy goals

discussed above, and in consideration of the arguments presented in the City/CUB Initial Brief

regarding the data related to low use customers, to the extent that there is a correlation between

the MFNH subclass and low use customers. City/CUB IB at 47-54.

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 and this docket present the right opportunity to correct the inequity in ComEd’s

residential rates.

IV. OTHER MISCELLANEOUS CHARGES AND FEES AND CORRESPONDING

TARIFF REVISIONS

B. Potentially Contested Issues

1. Invalid Payment Fee
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ComEd seeks to increase to the Company’s Invalid Payment Fee by a whopping 62%,

from $21.00 to $34.10. This is a fee which the Company imposes for payments that are not

honored by a financial institution.10 ComEd simply asserts that the increase in costs associated

with its financial institution alone (amounting to $7.00) justify raising this fee. In addition to the

factors highlighted by AG witness Rubin in his direct and rebuttal testimony demonstrating that

the $34.10 fee is not justified by the underlying costs, this increase should be rejected as a

punitive fee. ComEd Exhibits 6.04 through 6.07 show that at the 50th percentile, consumers’

average ComEd charges range from $23.44 to $41.13,11 making the $34.10 charge that ComEd

seeks anywhere from 82.9% to close to 150% of the average ComEd monthly charge depending

on customer class. Consumers would be better off delaying payment and incurring a late fee of

1.5% than trying to pay on time and risking that a deposit has not cleared their account. AG

witness Rubin’s demonstration that ComEd is overstating the costs associated with “invalid

payments” combined with the disproportionate burden it will put on consumers should lead the

Commission to reject ComEd’s request to increase this charge.

The Company argues to increase this charge by 62% without addressing the

comprehensive analysis Mr. Rubin performed that demonstrated that no increase in the charge is

cost justified. AG Ex. 1.0 at 9-12; AG Ex. 3.0 at 6-8; AG In. Br. at 34-36.

10 ComEd describes the Invalid Payment Fee as: “a charge that is imposed on a customer whose check or
electronic payment in not honored by the bank for a variety of reasons including insufficient funds in the customer’s
financial account, the customer’s financial account may no longer be open, or the financial institution’s account or
routing numbers may have been transposed during the process.” ComEd Initial Brief at 38.
11 ComEd Exhibits 6.04 through 6.07 show the following annual ComEd charges at the 50% percentile using AG
Rubin’s embedded cost of service study:
Single family no space heat: $443.07 annually, $36.92 average monthly charge
Multi-family no space heat: $257.53 annually, $21.46 average monthly charge
Single family space heat: $493.56 annually, $41.13 average monthly charge
Multi-family space heat: $282.66 annually, $23.55 average monthly charge
These charges do not include the supply or rider charges.



12

While ComEd describes two of AG witness Rubin’s criticisms of this proposed increase, the

Company’s accounting for special handling charges and its personnel processing time for normal

handling, it responds to these critiques by simply reiterating its position.

ComEd claims that “the AG did not address ComEd’s assertion that its costs have

increased due to a financial institution fee increase from $1.60 to $7.00.” ComEd In.Br. at 39. It

is incomprehensible how ComEd could make that statement. In fact, Mr. Rubin did not dispute

this bank increase, stating: “Mr. Donovan also notes that bank fees have increased. Once again, I do

not dispute this fact and I included those bank fees in my analysis in the same amount ($7.00 per

returned payment) that ComEd used.” AG Ex. 2.0 at 7 (italics added). Not only did Rubin

specifically acknowledge that ComEd’s financial institution fee increased, he included the $7.00

financial institution charge as part of his calculation of costs comprising the Invalid Payment

Fee. AG Ex. 3.0 at 7; AG Ex.1.03 (see “Bank Service Charges” under “Other Costs”).

ComEd’s statement of Mr. Rubin’s position is simply wrong.

In regard to the personnel processing time for normal handling ComEd mentions, Mr.

Rubin’s analysis which appears in AG Ex. 1.03, is grounded in responses to data requests

provided by the Company that show that less than 1 % of returned payments require special

handling and that normal handling does not involve any intervention by ComEd personnel. AG

Ex. 1.0 at 9-10 and AG Ex. 1.03. ComEd’s brief does not mention the information it provided

to the People that demonstrate that ComEd has grossly overstated the personnel processing time

cost components for its proposed increase in the invalid payment fee. Mr. Rubin’s conclusions

that the charge should not be increased derive directly from ComEd data provided in response to

data requests. Mr. Rubin’s presentation of these cost components remains unchallenged and

unrebutted by the Company, even in briefing.
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Given Rubin’s unrebutted analysis of ComEd’s invalid payment costs – based on

information provided by the Company itself, no less -- the Commission should reject the

Company’s unsupported request to increase this fee to $34.10 and instead rely upon AG witness

Rubin’s analysis to 1) keep the fee at $21.00 and 2) require ComEd to update information on the

underlying cost components of the fee in future rate design cases.

V. 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

By LISA MADIGAN, Attorney General
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