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Staff of the Illinois Commerce Commission (“Staff”), by and through its counsel, 

pursuant to the direction of the Administrative Law Judges (“ALJs”) and Section 200.800 

of the Illinois Administrative Code (83 Ill. Adm. Code 200.800), respectfully submits its 

reply brief in the above-captioned matter. 

 

I. INTRODUCTION / STATEMENT OF THE CASE  

Section 16-108.5(d) of the Public Utilities Act ("Act") provides in relevant part:  
 
(d) Subsequent to the Commission’s issuance of an order approving the 
utility’s performance-based formula rate structure and protocols, and initial 
rates under subsection (c) of this Section, the utility shall file, on or before 
May 1 of each year, with the Chief Clerk of the Commission its updated 
cost inputs to the performance-based formula rate for the applicable rate 
year and the corresponding new charges. Each such filing shall conform 
to the following requirements and include the following information: 
 

220 ILCS 5/16-108.5(d). 
 

Subsection 16-108.5(d)(1) of the Act further provides that: 
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The inputs to the performance-based formula rate for the applicable rate 
year shall be based on final historical data reflected in the utility’s most 
recently filed annual FERC Form 1 plus projected plant additions and 
correspondingly updated depreciation reserve and expense for the 
calendar year in which the inputs are filed. The filing shall also include a 
reconciliation of the revenue requirement that was in effect for the prior 
rate year (as set by the cost inputs for the prior rate year) with the actual 
revenue requirement for the prior rate year (determined using a year-end 
rate base) that uses amounts reflected in the applicable FERC Form 1 that 
reports the actual costs for the prior rate year. Any over-collection or 
under-collection indicated by such reconciliation shall be reflected as a 
credit against, or recovered as an additional charge to, respectively, with 
interest calculated at a rate equal to the utility’s weighted average cost of 
capital approved by the Commission for the prior rate year, the charges for 
the applicable rate year. 

 
220 ILCS 5/16-108.5(d)(1) (emphasis added). 

 
 

Subsection 16-108.5(d)(1) of the Act, also provides that: 
 

The filing shall also include a reconciliation of the revenue requirement 
that was in effect for the prior rate year (as set by the cost inputs for the 
prior rate year) with the actual revenue requirement for the prior rate year 
(determined using a year-end rate base) that uses amounts reflected in 
the applicable FERC Form 1 that reports the actual costs for the prior rate 
year. Any over-collection or under-collection indicated by such 
reconciliation shall be reflected as a credit against, or recovered as an 
additional charge to, respectively, with interest calculated at a rate equal 
to the utility’s weighted average cost of capital approved by the 
Commission for the prior rate year, the charges for the applicable rate 
year. 
 

220 ILCS 5/16-108.5(d)((1) (emphasis added). 
 
Finally, subsection 16-108.5(d) of the Act provides that: 
 

Notwithstanding anything that may be to the contrary, the intent of the 
reconciliation is to ultimately reconcile the revenue requirement reflected 
in rates for each calendar year, beginning with the calendar year in which 
the utility files its performance-based formula rate tariff pursuant to 
subsection (c) of this Section, with what the revenue requirement 
determined using a year-end rate base for the applicable calendar year 
would have been had the actual cost information for the applicable 
calendar year been available at the filing date. 
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220 ILCS 5/16-108.5(d) (emphasis added). 

On April 29, 2013, ComEd filed its annual update of cost inputs and reconciliation 

pursuant to Section 16-108.5 of the Act.  (Chief Clerk Acknowledgement Letter, April 29, 

2013.)  

On May 22, 2013, an initial status hearing was held in this matter.  The parties 

agreed to a schedule setting forth dates for prefiled testimony, briefs and motions 

regarding prefiled testimony.  (Tr., May 22, 2013, 9-10; Notice of Schedule, May 28, 

2013.) 

The following Staff witnesses submitted testimony in this case:  Richard W. Bridal 

II (Staff Exs. 1.0 and 7.0), Daniel G. Kahle II (Staff Exs. 2.0C and 8.0), Scott Tolsdorf 

(Staff Exs. 3.0 and 9.0), Dianna Hathhorn (Staff Exs. 4.0 and 10.0), William R. Johnson 

(Staff Exs. 5.0 and 11.0), and Michael McNally (Staff Ex. 6.0 Revised). 

In addition, to ComEd and Staff, the following parties have submitted testimony in 

this case: the People of the State of Illinois by Attorney General Lisa Madigan (“AG”) 

and on a joint basis the Illinois Industrial Energy Consumers (“IIEC”), the City of 

Chicago (“City”) and the Citizens Utility Board (“CUB”) (collectively “IIEC/City/CUB” or 

“CCI”). 

Evidentiary hearings were held in this matter in Chicago, Illinois on September 30 

and October 1, 2013.  The following parties filed Initial Briefs (“IBs”) on October 15, 

2013:  Staff, ComEd, AG and CCI.   

Some of the issues raised in the parties’ IBs were addressed in Staff’s IB and, in 

the interest of avoiding unnecessary duplication, Staff has not repeated every argument 

or response previously made in Staff’s IB. Thus, the omission of a response to an 
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argument that Staff previously addressed simply means that Staff stands on the position 

taken in Staff’s IB. 

II. OVERALL REVENUE REQUIREMENT 

A. [2014] Initial Rate Year Revenue Requirement 

B.  [2012] Reconciliation Adjustment 

C. ROE Collar 

The calculation of the ROE Collar is discussed in Section VIII below. 

D.  [2014] Net Rate Year Revenue Requirement 

III. SCOPE OF PROCEEDING 

A. Changes the Structure or Protocols of the Performance-Based Formula 
Rate 

B. The Definition of Rate Year and the Reconciliation Cycle 

CCI argues that the reconciliation process has been implemented incorrectly.  

(CCI IB, 5-21.)  ComEd disagrees.  (ComEd IB, 10.)  Staff agrees with ComEd in that 

there is no problem with the implementation of the reconciliation process.  Further, the 

reconciliation process is the same for ComEd as for Ameren, and no witness has taken 

exception to the Ameren reconciliation process. 

C. Original Cost Finding 

D. Issues Pending on Appeal 

IV. RATE BASE 

A. Overview 

1. [2012] Reconciliation Rate Base 

2.  [2014] Initial Rate Year Rate Base 
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B. Potentially Uncontested Issues 

1. Plant in Service 

a. Distribution Plant 

b. General and Intangible Plant 

c. Functionalization / Use of W&S Allocator 

d. Plant Additions 

2. Materials & Supplies 

3. Construction Work In Progress 

4. Regulatory Assets and Liabilities  

5. Deferred Debits 

6. Other Deferred Charges 

7. Accumulated Provisions for Depreciation and Amortization 

8. Accumulated Miscellaneous Operating Provisions 

9. Asset Retirement Obligation 

10. Customer Advances 

11. Customer Deposits 

12. Other 

C. Potentially Contested Issues 

1. Accumulated Deferred Income Taxes (ADIT) Adjustment on 
Vacation Pay 

The Commission should reject the proposal made by Mr. Effron to reduce rate 

base by imputing a deferred tax liability related to the deferred debit for capitalized 

accrued vacation pay.  (AG IB, 13-14.)  CCI supports Mr. Effron’s proposal.  (CCI IB, 

22.) 
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CCI claims that clear and concise justification for the adjustment has been 

presented.  (CCI IB, 22.)  However, neither the AG nor CCI claim that a deferred tax 

liability related to capitalized accrued vacation pay actually exists.   

A deferred tax asset exists in relation to the operating reserve for accrued 

vacation because:  1) the expensed accrued vacation pay reduces book income but is 

not recognized for tax purposes; and 2) capitalized accrued vacation is included in 

income for tax purposes but not included in book income.  Since both differences cause 

the Company’s tax payable to be greater than its book income tax expense, both create 

a deferred tax asset which is debited to ADIT thereby increasing rate base.  (ComEd IB, 

23-25.)   

The AG and CCI (“AG/CCI”) propose to net the deferred debit (the amount of 

capitalized accrued vacation pay, a rate base addition) against the operating reserve 

(the amount of capitalized and expensed accrued vacation pay, a rate base reduction) 

instead of including the amount as a deferred debit in rate base as proposed by the 

Company.  AG/CCI claim that the deferred debit must be netted against the operating 

reserve because the deferred debit reflects an addition to rate base that did not require 

investor funds.  (AG IB, 15; CCI IB, 22-23.)  While this claim is accurate, no adjustment 

is needed as the deferred debt is already offset by a reduction to rate base by the 

amount of the deferred debit that remains in the operating reserve.  In this case, the 

entire amount of the deferred debit is offset by the operating reserve, and the AG/CCI 

proposal would have no effect on rate base. 

There is no logic for creating a deferred tax liability that does not exist.  ComEd 

has a deferred tax asset related to both the expensed and capitalized accrued vacation 



Docket No. 13-0318 
Staff Reply Brief 

 

7 

pay.  (Staff IB, 12; ComEd IB, 24.)  Netting the deferred debit against the operating 

reserve does not change the fact that, in relation to accrued vacation pay, a deferred tax 

asset exists and no deferred tax liability exists.  A tax-timing difference cannot be both a 

deferred tax asset and a deferred tax liability. 

2. Cash Working Capital 

Staff maintains its position as set forth in its initial brief.  (Staff IB, 13-15.)  Staff 

reiterates its recommendation that the Commission direct ComEd to meet with Staff to 

resolve the issues involving CWC within 60 days of its Order.  If, however, Staff and the 

Company are not able to reach a satisfactory agreement, Staff will request that the 

Commission initiate a 9-250 proceeding to investigate the changes that would be 

appropriate for the CWC included in the filing year revenue requirement so that CWC is 

based upon data in the filing year revenue requirement.  (Staff IB, 15.) 

3. Other (including derivative adjustments) 

V. OPERATING EXPENSES 

A. Overview 

B. Potentially Uncontested Issues 

1. Distribution O&M Expenses 

2. Customer-Related O&M Expenses 

3. Administrative and General Expense 

4. Charitable Contributions 

5. Chicago Forward Sponsorship 

6. Outside Services Employed 

7. Transmission Legal Fees 

8. 2012 Merger Expense 



Docket No. 13-0318 
Staff Reply Brief 

 

8 

9. Uncollectibles Expenses 

10. Advertising Expenses 

11. Sales and Marketing Expense 

12. Depreciation and Amortization Expense 

13.  Regulatory Asset Amortization 

14. Operating Cost Management Efforts 

15. Storm Damage Repair Expense 

16. Interest Expense 

17. Lobbying Expense 

18. Gross Revenue Conversion Factor 

C. Potentially Contested Issues 

1. Rate Case Expenses 

The Commission should adopt Staff’s adjustments to rate case expense as 

recommended in Staff’s initial brief.  (Staff IB, 18-37.)  The AG supports Staff’s 

adjustments.  (AG IB, 17.) 

a. Appeal & Remand 

 Recovery of Costs Associated with Rate Case Appeal & Remand 

Staff stands by its recommendation that the Commission should find that costs 

associated with the Company’s appeal of Commission orders on rate cases should not 

be recovered from ratepayers.  It is not reasonable to require ratepayers to pay the 

appeals costs associated with the Company’s dissatisfaction with the Commission’s 

Order.  The Commission’s final order represents the Commission’s attempt to balance 

the needs of shareholders and ratepayers. Company management’s decision to appeal 
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a Commission order is the Company’s attempt to alter that balance in favor of 

shareholders.  (Staff IB, 21-24.) 

Staff addressed most of ComEd’s arguments in its IB, and will not do so again 

here.  However, in its IB, ComEd advances a new argument that a utility appeal is 

identical in substance and effect to any other utility filing for a rate increase.  (ComEd 

IB, 36.)  Staff disagrees with this new ComEd argument, because an appeal of a 

Commission order in a rate case is clearly distinguishable from an initial rate increase 

filing.  An appeal involves argument of facts before an Appellate Court that were already 

litigated before the Commission and were already the subject of a Commission order.  

An initial rate increase filing involves the presentation and litigation of new set of facts 

not previously litigated at the Commission and that has not yet been the subject of a 

Commission order.  Further, appeals are directly attributed to a party’s dissatisfaction 

with the Commission order, whereas initial rate increase filings are the result of a utility’s 

claim of insufficiency of revenues which could originate from any number of economic or 

operational causes.  From the perspective of a utility eager to boost its bottom line, both 

scenarios may have the same end result in mind – an increase in customer rates – but 

both are clearly distinguishable. 

ComEd also argues that appeals are designed to “correct erroneous Commission 

decisions.”  (ComEd IB, 36.)  This point goes directly towards Mr. Bridal’s argument that 

ratepayers should not be required to pay for utility-initiated appeals. Should the utility 

lose, and the Appellate Court affirm the Commission’s Final Order that set rates it 

determined were just and reasonable, then there was no “erroneous Commission 
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decision,” as ComEd states.  Therefore, ratepayers should not be required to pay for 

this appellate litigation. 

b. Attorneys 

Attorney Billing Over Ten Hours per Day 

Staff affirms its recommendation that the Commission should find that ComEd’s 

legal fees associated with hours billed in excess of ten hours per day by individual 

attorneys in 2012 are not recoverable rate case expenses.  Given the large number 

(i.e., 25) of competent and experienced attorneys and paralegals working on ComEd 

rate cases during 2012, it is not reasonable for those attorneys or paralegals to routinely 

bill ComEd for ten or more hours per day and then expect that ratepayers will pay the 

tab.  (Staff IB, 25-27.)     

Contrary to the Company’s assertion, Mr. Bridal is more than qualified to provide 

his accounting opinion of whether rate case expense incurred by the Company is just 

and reasonable.  Mr. Bridal is a Certified Public Accountant and has reviewed and 

provided testimony before the Commission regarding rate case expense, consulting 

expense, and many other types of expense on multiple occasions.  The fact that the 

expenses at issue here are legal fees is irrelevant – Mr. Bridal is clearly qualified to 

provide his accounting opinion.  However, it is not Mr. Bridal’s place to “make the 

judgment,” as ComEd claims.  (ComEd IB, 37.)  Rather, it is the Commission that is 

required to “specifically assess the justness and reasonableness of any amount 

expended by a public utility to compensate attorneys or technical experts to prepare and 

litigate a general rate case filing.”  220 ILCS 5/9-229.  As the Staff member assigned to 

review rate case expense, Mr. Bridal has the obligation to provide his accounting 



Docket No. 13-0318 
Staff Reply Brief 

 

11 

opinion, as well as his recommendation on behalf of Staff, which he did in this 

proceeding.   

As for the issue of attorneys and paralegals billing in excess of ten hours per day, 

this fact is clear:  multiple external attorneys and paralegals billed in excess of ten hours 

per day for rate case expense during 2012.   (ComEd Ex. 8.05, ComEd Ex. 8.06, 

ComEd Ex. 8.07.)  In Staff’s view, with the understanding that ratepayers, not ComEd, 

ultimately pay the legal fees incurred by ComEd in the Company’s effort to raise 

ratepayers’ rates,  regularly billing in excess of ten hours per day is not reasonable. 

In regards to the methodology of Staff’s adjustment calculation, the facts are also 

clear:  Staff requested data from the Company to investigate the ten hour billing issue 

and ComEd objected to providing the data requested.  (Staff Ex. 7.0, Attachment F.)  

From Staff’s review of the minimal and heavily redacted information which was 

eventually provided and subsequently corrected, Staff determined that an adjustment 

was necessary and used the information provided to develop its adjustment.  (Staff Ex. 

7.0, 29, Attachment F.)  ComEd now criticizes Staff for its efforts, when it was ComEd 

who could have avoided the controversy had ComEd simply provided the entirety of the 

information requested when such information was requested. Staff acknowledges that 

its 5% disallowance is an estimate, but maintains that regardless of its precision, an 

adjustment is warranted for this issue. 

Costs of Electronic Research 

Staff continues to recommend that the Commission find that electronic research 

fees in 2012 that were not specifically authorized by the Company are not recoverable 

rate case expenses.  Contrary to the requirements of the Exelon Corporation Billing and 
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Procedural Guidelines for Preferred Providers of outside Legal Services (ComEd Ex. 

8.04, hereinafter “Billing Guidelines”), there was no specific authorization for the 

electronic research at issue; as such, it is not reasonable for ratepayers to pay the fees 

associated with that research.  (Staff IB, 25, 27-28.) 

In its IB, ComEd states “The Billing Guidelines” protect ComEd from electronic 

research done without explicit or implicit approval, and not as a trap to ensnare outside 

counsel and deprive them of payment for work reasonably performed.”  (ComEd IB, 44.)  

However, this statement directly conflicts with the evidence presented by ComEd in this 

proceeding.  Regardless of how the Company tries to rationalize the electronic research 

costs, the Billing Guidelines specifically state “We expect these guidelines to be strictly 

followed” and “[t]he Company will not pay for: … Lexis/ Westlaw/ electronic research 

charges (except as specifically authorized by Exelon…”  (ComEd Ex. 8.03, 14, 12) 

(emphasis added).  If the Company’s Billing Guidelines need not be followed by its 

external vendors, as the Company claims, then it is unclear why the Billing Guidelines 

even exists, and more importantly, why the Billing Guidelines were presented by the 

Company as evidence in this proceeding.  (Staff Ex. 7.0, 33.)  ComEd should be held to 

the standards that the Company itself provided as evidence. 

c. Experts 

i. Analysis Group 

The Commission should disallow the expenses paid to Analysis Group for its 

invoice from Docket No. 11-0721 because the Company failed to show that those 

expenses were prudent and reasonable.  (Staff IB, 29.)  Staff disputes the Company’s 

unfounded claim that the expenses associated with this invoice “were prudently incurred 

and reasonable in amount.”  (ComEd IB, 40.)  As stated in Staff’s IB, the Company 
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presented nothing to show that any work was actually performed.  (Staff IB, 29.)  Having 

failed to establish that basic foundational element, the Commission cannot find that 

ComEd met its burden of establishing prudence and reasonableness. (“If the 

Commission enters upon a hearing concerning the propriety of any proposed rate or 

other charge, … the Commission shall establish the rates or other charges … which it 

shall find to be just and reasonable. In such hearing, the burden of proof to establish the 

justness and reasonableness of the proposed rates or other charges, … shall be upon 

the utility.”  220 ILCS 5/9-201(c);  “Within 45 days after the utility files its annual update 

of cost inputs to the performance-based formula rate, the Commission shall have the 

authority, either upon complaint or its own initiative, but with reasonable notice, to enter 

upon a hearing concerning the prudence and reasonableness of the costs incurred by 

the utility to be recovered during the applicable rate year that are reflected in the inputs 

to the performance-based formula rate derived from the utility’s FERC Form 1. [    ] The 

Commission shall apply the same evidentiary standards, including, but not limited to, 

those concerning the prudence and reasonableness of the costs incurred by the utility, 

in the hearing as it would apply in a hearing to review a filing for a general increase in 

rates under Article IX of this Act.” 220 ILCS 5/16-108.5(d).) 

ComEd claims that Analysis Group “reviewed capital structure data from ComEd, 

analyst reports from organizations such as Moody’s and other data such as income 

statements and balance sheets for relevant entities, including Exelon” and compiled “a 

workbook of potential exhibits.”  (ComEd IB, 40.)  This may be true, but ComEd has not 

proffered any of the corroborating information it suggests it possesses, instead claiming 

to withhold it under attorney-client and work product privileges.  Thus, Staff is unable to 
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conclude the alleged work was even performed, let alone determine whether the 

expenses were just and reasonable.  A Company may redact any information it wishes 

under the auspices of such privilege, though if it does so, it runs the risk of its expenses 

being denied as unsupported, as they should be in this case. 

Finally, the Company ignores the complete holding of the Final Order in Docket 

No. 11-0767.  The Commission held that while numbered exhibits are not always 

required, “it is reasonable, however, to expect the Company to show, in some manner, 

how such services are not duplicative or redundant of those provided by others in the 

face of expert testimony to the contrary.”  Illinois-American Water Co., Docket No. 11-

0767, 50-51 (Sept. 19, 2012).  Here, ComEd has not shown that Analysis Group’s work 

was not duplicative or redundant of the research performed and testimony that was filed 

in Docket No. 11-0721 on capital structure, since Analysis Group ultimately filed no 

testimony and provided no work product.  As such, Staff recommends the Commission 

reject ComEd’s request for recovery of the Analysis Group expenses. 

ii. SFIO  

 Staff affirms its recommendation that the Commission should find the SFIO 

Consulting, Inc (“SFIO”) charges related to Docket Nos. 11-0721 and 12-0321 for 

certain services provided by Mr. Salvatore Fiorella in 2012 to not be reasonable rate 

case expenses as the charges are not related to any admissible rate case exhibit or any 

tangible work product shown to benefit the Company or its ratepayers, and are 

duplicative of services that are reasonably expected to be performed by ComEd’s 

external attorneys or personnel.  (Staff IB, 35-36.) 
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Contrary to the Company’s assertions in its IB, Staff did argue that the services 

provided by Mr. Fiorella are duplicative of services provided by ComEd attorneys or 

ComEd personnel.  (ComEd IB, 42-43.)  Staff specifically stated, with regards to a list of 

nine activities reportedly provided by Mr. Fiorella, “These are all duties that are 

duplicative of services reasonably expected to be performed by ComEd attorneys or 

ComEd personnel.  The evidence presented fails to show why such services are 

necessary and how they are not duplicative or redundant of those provided by others.”  

(Staff Ex. 7.0, 23.)  As such, there is no speculation by Staff. 

Further, in its attempt to assail Staff’s position regarding the presence of an 

admitted testimonial exhibit or other tangible work product, ComEd again takes out of 

context the Commission’s findings in Docket No. 11-0767.  (ComEd IB, 43.)  The Order 

in Docket No. 11-0767 stated on this issue: 

In making this finding, the Commission is not suggesting that all rate case 
work must take the form of testimony or tangible work product, or that 
SFIO is unqualified to provide such services. It is reasonable, however, to 
expect the Company to show, in some manner, how such services are not 
duplicative or redundant of those provided by others in the face of expert 
testimony to the contrary. Here, no such showing has been made.   
 
The Commission finds, as it did in Dockets 11-0561 et.al, that the 
adjustment removing SFIO consulting fees from recoverable rate case 
expense is adopted. 

 

Illinois American Water Co., ICC Order Docket No. 11-0767, 50-51 (Sept. 19, 2012).  

Here, as cited above and contrary to ComEd’s claims, Staff did provide testimony that 

the services of Mr. Fiorella are duplicative or redundant.  As such, a showing of proof 

from the Company is required.  In Staff’s view, ComEd has not met the burden of proof 
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necessary with regards to the services provided by Mr. Fiorella.  Ultimately, Staff 

questions the benefit Mr. Fiorella provides ratepayers. 

d. Other 

 The AG’s IB recommends internal rate case expense be disallowed.  (AG IB, 17-

19.) The record contains no support for such recommendation. The amount is not 

quantified and no basis other than the AG’s recommendation in its IB exists for such. 

The Section 9-229-related rulemaking pending in Docket No. 11-0711 is considering 

requirements for the provision of information for internal rate case expense; the AG’s 

recommendation is premature and should be rejected by the Commission. 

2. Incentive Compensation Program Expenses 

a. Long-Term Performance Share Awards Program 
(“LTPSAP”) 

Staff affirms its recommendation that the Commission should find that the Long-

Term Performance Share Award Program (“LTPSAP”) costs are not recoverable 

incentive compensation costs under Section 16-108.5(c)(4)(A) of the Act.  Although 

some of the LTPSAP metrics are permissible under the Act, the weighting of those 

metrics is subjective and could be used to manipulate the overall LTPSAP payout.  In 

addition, the overall LTPSAP payout decision is influenced by statutorily impermissible 

net income and earnings per share measures.  (Staff IB, 37-39.) 

There is no argument that the LTPSAP metrics include some operational metrics 

related to ComEd.  (ComEd IB, 45.)  However, ComEd argues that merely because a 

small portion of the performance metrics were related to ComEd operations, its LTPSAP 

costs as a whole are recoverable.  Staff disagrees.  As noted in Staff’s rebuttal 
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testimony and again in Staff’s IB, there is no direct payout percentage associated with 

each LTPSAP goal or metric.  Thus, the compensation committee could weight metrics 

in a manner that manipulates the overall payout.  (Staff IB, 38; Staff Ex. 7.0 at 18.)  AG 

and CCI agree that the lack of a direct relationship between ComEd-related metrics and 

the LTPSAP awarded to ComEd employees renders the program costs unrecoverable 

in formula rates.  (AG IB, 19-23; CCI IB, 25-28.) 

In attempt to counter the AG, CCI, and Staff positions, ComEd argues that the 

compensation committee, in determining the 2012 LTPSAP awards, considered 

ComEd’s performance towards operational metrics, and that the compensation 

committee accepted the metric scoring, ranking, and weighted scores provided without 

change.  The Company further argues that operational metrics were given the second 

highest ratings.  (ComEd IB, 45-46.)  However, what the Company fails to acknowledge 

in its argument is that the suggested scores, rankings, and weighted scores were 

provided by XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX.  (AG 

Ex. 3.3 Confidential, 8.)  Further, the Company fails to acknowledge that the non-

operational metric XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

XXXXXXXXXXXXXXXX  Id. at 11. 

ComEd acknowledges the ability of the Total Shareholder Return (“TSR”) feature 

to increase or decrease LTPSAP awards, and argues that because the TSR XXXX 

XXXXXXXXXXXXXXXXXX it cannot be used as a basis to disallow the LTPSAP costs.  

(ComEd IB, 47-48.)  In doing so, ComEd again fails to acknowledge two very important 

facts:  (1) TSR is akin to net income or an affiliate’s EPS (Staff Ex. 7.0,  16-17); and (2) 
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even in the face of XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX 

XXXXX the LTPSAP payout of XXXX was approved by the Exelon compensation 

committee without adjustment.  (Staff Ex. 7.0, 17.)  Section 16-108.5(c)(4)(A) of the act 

prohibits recovery of incentive compensation that is based on net income or EPS.  Due 

to its relationship with net income and EPS, the TSR influence on LTPSAP payout 

renders the entire amount of LTPSAP non-recoverable.  Id.  Further, the subjectivity 

seen in the application of the TSR in determining the LTPSAP award is an added 

reason for the Commission to determine the LTPSAP costs are not prudent or 

reasonable.  Id. 

b. Energy Efficiency/Rider EDA 

The Company argues that its EE Incentive Compensation costs must be 

recovered in formula rates under the law, based on its interpretation of so-called “new 

standards” in Docket No. 10-0570 and on its incorrect conclusion that out of period 

costs are recoverable. (ComEd IB, 50.) Staff has demonstrated the flaws in ComEd’s 

arguments. (Staff IB, 39.) 

The Company argues that Staff’s disallowance of AIP EE Incentive 

Compensation from Rider EDA must be rejected because the AIP satisfies the standard 

for recovery under Section 16-108.5(c)(4)(A). (ComEd IB, 49.) This argument fails, as 

Staff has demonstrated that Section 16-108.5(c)(4)(A) is not controlling since recovery 

of EE employee incentive compensation through the formula rates is not allowable per 

the Commission’s Order in Docket No. 10-0570.  (Staff IB, 39-40.)  In that Order, the 

Commission pointed out that pursuant to Section 8-103(e), energy efficiency costs are 

to be recovered through the utility’s energy efficiency rider. Commonwealth Edison Co., 

ICC Order Docket No. 10-0570, 43-44 (December 21, 2010). 
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The Company misrepresents the Commission’s findings in Docket No. 10-0570.  

The Company posits that the Commission established a new cost recovery standard in 

Docket No. 10-0570 that would be applicable only to incentive compensation costs to be 

recovered through Rider EDA. (ComEd IB, 50.)  A simple reading of the Order in Docket 

No. 10-0570 demonstrates that ComEd’s interpretation is incorrect.  The Commission 

stated that the AIP was not tangibly related to the efforts of the EE employees, and thus 

there are no benefits to customers associated with the incentive compensation paid to 

these employees.  Commonwealth Edison Co., ICC Order Docket No. 10-0570, 44 

(December 21, 2010).  That is not a “new standard” for recovery, as the Company 

suggests. 

The customer benefit standard has been applied by the Commission to ComEd 

at least as far back as ComEd’s 2001 rate case, Docket No. 01-0423.  In fact the 

Appellate Court noted the past Commission precedent on the issue of incentive 

compensation cost recovery and applied the same standard in the appeal of ComEd’s 

2005 rate case where the Appellate Court stated “there is ample precedent making a 

benefit to ratepayers a condition upon which the recovery of salary-related expense 

depends.” (Commonwealth Edison Company v. Illinois Commerce Commission, 398 Ill. 

App. 3d, 510, 517 (2009))  The customer benefit standard was used most recently in 

ComEd’s recent rate case, Docket No. 10-0467 (“The Commission has a long-standing 

policy of allowing Incentive Compensation costs when those costs benefit ratepayers 

…” (Commonwealth Edison Co., ICC Order Docket No. 10-0467, 65 (May 24, 2011), 

And, the Commission applied the same customer benefit standard in ComEd’s 2007 

rate case, Docket No. 07-0566. (“The utility can recover its expenses when it can prove 
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that the expenses are reasonable, related to utility service, and of benefit to ratepayers 

or utility service.” (Commonwealth Edison Co., ICC Order Docket No. 07-0566, 61 

(September 10, 20080) (Emphasis added)  Finally, in the Commission’s original order 

for ComEd’s 2005 rate case, Docket No. 05-0597, which as previously noted was 

upheld on appeal by the Appellate Court, the same customer benefit standard was 

applied by the Commission.  In that order, the Commission directly addressed the 

standard for incentive compensation costs to be recovered. The Commission stated 

that: 

All parties appear to agree on the standards the Commission should 
employ when deciding whether to allow a company to recover the cost of 
its incentive compensation program. In ComEd’s previous rate case, 
Docket 01-0423, we stated that such expenses should be recovered if the 
incentive compensation plan has ‘reduced expenses and created greater 
efficiencies in operations’ and thus, it ‘can reasonably be expected to 
provide net benefits to ratepayers.’ 

 

Commonwealth Edison Co., ICC Order Docket No. 05-0597, 95 (July 26, 2006). 

 Finally, the Company has stated that recording the EE incentive compensation 

costs incurred prior to 2012 as a regulatory asset is consistent with past Commission 

practice. (ComEd IB, 52.) However, according to the Uniform System of Accounts, 

“Regulatory Assets and Liabilities are assets and liabilities that result from rate actions 

of regulatory agencies.” (USOA Definition 31.)  The Commission is ComEd’s regulatory 

agency and the Company is unable to provide any Commission Order or statutory 

authority for establishing a regulatory asset for out of period EE incentive compensation 

costs to be recovered in the current proceeding.     

Staff continues to recommend the disallowance of all EE incentive compensation 

costs for which the Company is seeking recovery through formula rates. 
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3. Employee Stock Purchase Plan (“ESPP”) 

a. Stock Price Issue 

The AG argues in favor of its adjustments to remove A&G and Income Tax 

expenses related to the Employee Stock Purchase Program (“ESPP”), stating that the 

ESPP is a stock-based incentive compensation program and that, per Commission prior 

practice, costs associated with such a program are not recoverable in rates.  (AG IB, 

23-28.)  ComEd argues that the ESPP is not an incentive compensation plan, but rather 

is a fringe benefit not unlike subsidized health insurance benefits.  (ComEd IB, 52-54.) 

Contrary to the AG’s claims (AG IB, 30), Staff did offer a position in opposition to 

the AG’s proposed adjustments.  (Staff Ex. 7.0, 37-38.)  Further, to the extent that 

Staff’s position was not clear to the AG, Staff provided detailed explanations for its 

position as evidenced in AG Cross Exhibit 6.  Any claim that Staff did not offer analysis 

or a position on the AG’s ESPP adjustment are clearly erroneous. 

For the reasons set forth in Staff’s IB, Staff witness Mr. Bridal agrees with 

ComEd and maintains that the ESPP should be considered a fringe benefit rather than 

incentive compensation.  (Staff IB, 41.) 

b. Income Tax Issue 

The AG further argues in favor of its adjustments to remove income tax expenses 

related to the ESPP, stating that the largest single element of the Company’s ESPP-

related income tax adjustment is a one-time adjustment which represents the portion of 

an Internal Revenue Service (“IRS”) qualified amended return (“QAR”) related to 

employee disposition of stock for the period 2006-2010.  (AG IB, 28-30.)  IIEC, the City 

of Chicago, and CUB support the AG adjustment.  (CCI IB, 28-29.)  ComEd argues that 

the one-time QAR-related income tax expenses are properly recovered in formula rates 
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because the expenses were realized or recorded in 2012 and have not been reflected in 

or recovered through prior revenue requirements.  The Company argues that this is true 

for all costs incurred by ComEd, not just ESPP.  (ComEd IB, 52-54.) 

In Staff’s opinion, the one-time nature of the QAR adjustment does not preclude 

its recovery in formula rates, as that cost was an actual cost incurred during the 

calendar year and is not unreasonable.  (Staff Ex. 7.0, 37.) 

4. Payroll taxes 

Staff affirms is recommendation that the Commission should find that payroll 

taxes associated with disallowed or excluded incentive compensation are not 

reasonable for recovery from ratepayers.  Staff has acknowledged that the payroll taxes 

in question are not incentive compensation; however, the payroll taxes in question are a 

derivative cost, partially dependent in incentive compensation.  The payroll taxes in 

question would not have been incurred if not for the associated incentive compensation; 

thus, they should be provided equal treatment and excluded from the revenue 

requirement like the incentive compensation costs that gave rise to those payroll taxes.  

(Staff IB, 42-44.) 

As cited in Staff’s rebuttal testimony, there are several instances where the 

Commission has included payroll taxes in incentive compensation disallowances.  (Staff 

Ex. 7.0, 19.)  ComEd’s observation that there were instances where the derivative 

adjustment to remove payroll taxes associated with disallowed incentive compensation 

were missed is a red herring.  The unrebutted fact is that the payroll taxes at issue 

would not exist if not for the non-allowable incentive compensation, so those payroll 

taxes should also be non-allowable. 

5. Pension Costs 



Docket No. 13-0318 
Staff Reply Brief 

 

23 

Similar to the payroll taxes previously discussed, Staff affirms its 

recommendation that the Commission should find the pension costs associated with 

disallowed or excluded incentive compensation are not reasonable for recovery from 

ratepayers.  As with payroll taxes, Staff acknowledges that the pension costs in 

question are not incentive compensation.  However, the pension costs in question 

would not have been incurred if not for the associated incentive compensation; thus, the 

associated pension costs should be excluded from the revenue requirement like the 

incentive compensation costs that gave rise to those pension costs.   

ComEd appears to imply that its 2012 pension expense was determined using an 

actuarial report which depended only on 2012 pay, including 2012 AIP paid out at 

100%.  (ComEd IB, 56.)  However, ComEd previously provided a data request response 

which explained that the actuarial report also is dependent on the difference between 

pensionable pay assumed at the beginning of a year and the actual pensionable pay 

amount for that year that is known at the beginning of the subsequent year.  (Staff Ex. 

7.0, Attachment G, 1.)  As such, the 2012 pension expense is impacted by 2011 

pensionable pay, including salary and AIP.   

ComEd claims that a voluntary exclusion of incentive compensation associated 

with certain executives from its revenue requirement is not the same as a Commission 

disallowance, and as such, Staff’s disallowance of the related pension expense should 

be rejected.  (ComEd IB, 57.)  Staff disagrees.  ComEd assumes that had it not 

voluntarily removed the incentive compensation, no party would have challenged it nor 

the Commission removed it.  This assumption is baseless.  Regardless of whether the 

Company voluntarily excludes incentive compensation or whether the Commission 
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disallows that same incentive compensation, the related pension expense should also 

be removed.  In either scenario, pension expense is a derivative of the incentive 

compensation, and if the incentive compensation is removed from the revenue 

requirement, so also must the derivative pension expense.  (Staff IB, 43.) 

Finally, ComEd complains that Staff’s adjustment is an estimate, and should be 

rejected on this basis.  ComEd also offers to work with Staff to conduct an analysis 

outside of this proceeding, with assistance from ComEd’s actuarial consultant at a cost 

of $50,000, in effort to determine a more exact adjustment amount if deemed warranted 

by the Commission.  (ComEd IB, 57.)  Staff agrees that the Company should provide its 

own determination of a pension expense adjustment amount in future proceedings, and 

recommends the Commission order ComEd to do so.  However, with regards to the 

adjustment for this proceeding, Staff maintains that ComEd had the opportunity to 

provide its own, more exact adjustment amount, but chose not to.  (Staff Ex. 7.0, 14.)  

As such, Staff’s adjustment should be adopted. 

VI. Rate of Return 

A. Overview 

 

B. Capital Structure 

C. Cost of Capital Components 

1. Cost of Short-term Debt 
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2. Cost of Long-term Debt 

3. Rate of Return on Common Equity 

 

VII. RECONCILIATION 

A. Overview 

B. Potential contested Issues 

1. Deferred Income Taxes on Reconciliation Balance 

Staff maintains its position as set forth in its initial brief.  (Staff IB, 48-54.)  Staff 

assumes that this issue will be addressed in the Commission’s Order in Docket No. 13-

0553, therefore that Order’s conclusion on the issue should be reflected in the 

conclusion in this case. 

2. WACC Gross-Up 

The Commission is currently investigating in Docket No. 13-0553 whether it is 

appropriate to gross-up the Weighted Average Cost of Capital (“WACC”) for purposes of 

calculating interest on the reconciliation balance.  The Commission’s conclusion on this 

issue in this proceeding should follow the Commission’s conclusions in Docket No. 13-

0553.  For the reasons stated in Docket No. 13-0553 and those stated in Staff’s initial 

brief in this proceeding, Staff maintains its position that the Commission should find that 

it is not appropriate to gross-up the WACC for purposes of calculating interest on the 

reconciliation balance.  Staff will not repeat its arguments here; however, from an 

accounting standpoint the gross-up is not necessary and is not consistent with 

Commission practice regarding interest rates applied in other reconciliation proceeding 

orders.  Further, the Act does not provide for any change to the WACC for purposes of 

calculating interest on the reconciliation balance.  (Staff IB, 51-54.) 
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 The overall theme of ComEd’s testimony and briefs regarding the gross-up of 

WACC suggests that ComEd will not earn its authorized return if the interest rate 

applied to the reconciliation balance is not grossed up for taxes.    (ComEd IB, 63-64.)  

It is hard to conceive that this situation could occur given the very favorable treatment 

provided to the utility by the formula rate law – ComEd itself likened the cash benefit of 

the formula rate reconciliation to winning the lottery.  (Tr., 105:12-106:5, Sept. 30, 

2013.)  Specifically, the law allows ComEd to apply interest to the entire reconciliation 

balance even though part of such balance are for income taxes that ComEd will not 

have to pay until it collects the reconciliation amounts from ratepayers.  (Staff Ex. 7.0, 

39.)  Asking to earn interest on taxes ComEd has not paid and will not pay for more 

than a few years is akin to asking for even more favorable treatment than the law 

already provides. 

 Contrary to the Company’s desires, Section 16-108.5(d)(1) of the Act does not 

state that a utility should “recover interest at WACC.”  (ComEd IB at 64.)  The relevant 

portion of Section 16-108.5(d)(1) states that any over- or under-collection be refunded 

or recovered as an additional credit or charge “with interest calculated at a rate equal to 

the weighted average cost of capital approved by the Commission for the prior rate 

year.”  220 ILCS 5/16-108.5(d)(1).  Section 16-108.5(d)(1) of the Act provides for 

interest on the reconciliation balance calculated at an interest rate that is equal to the 

WACC.  It does not state that a utility is authorized to recover a WACC return on the 

reconciliation balance.  Section 16-108.5(d)(1) of the Act statutorily defines the 

applicable interest rate as being equal to a specific amount – no more and no less.  
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That the Act defines the reconciliation interest rate as being equal to WACC carries no 

significance. 

 Finally, with regards to ComEd’s argument that the parties’ proposals to calculate 

reconciliation interest using the statutorily required WACC rather than the Companies’ 

preferred, grossed-up WACC unlawfully alters the structure and protocols of ComEd’s 

Commission-approved formula rate (ComEd IB, 64, fn 17), Staff adamantly disagrees.  

ComEd’s gross-up of WACC  for reconciliation purposes is inconsistent with the express 

language in the formula rate law and, therefore, it is not a violation of Section 16-

108.5(d) for the Commission to require ComEd to follow the provisions of the law.  

However, as stated above, the Commission is currently investigating this issue in 

Docket No. 13-0553.  The Order in this proceeding should follow the conclusions in 

Docket No. 13-0533 in regards to this issue. 

VIII. ROE COLLAR 

A. Overview 

B. Potential contested Issues 

1. Rate Base for ROE Collar Calculation 

The Commission is currently investigating in Docket No. 13-0553 whether it is 

appropriate to use average or year-end rate base for purposes of the ROE Collar 

Calculation.  The Commission’s conclusion on this issue in this proceeding should 

follow the Commission’s conclusions in Docket No. 13-0553.  

IX. REVENUES 

A. Overview 



Docket No. 13-0318 
Staff Reply Brief 

 

28 

B. Potentially Uncontested Issues 

1. Allocation of PORCB LPCs to Delivery Services 

2. Other Revenues 

3. Other 

C. Potentially Contested Issues 

1. Late Payment Revenues related to Transmission 

While Staff agrees with the Company regarding late payment revenues related to 

transmission, Staff notes that the Company’s IB did not accurately present Staff’s basis 

for agreement with ComEd. (ComEd IB, 70.)  Staff agrees with ComEd that the 

Commission should reject the AG proposal, but only because the AG’s position has 

been litigated in prior dockets, and the AG has not provided sufficient additional 

evidence in this proceeding to warrant the deviation from past Commission practice. 

(Staff IB, 58.) 

2. Billing Determinants 

ComEd continues to oppose the proposals by Staff and the AG to adjust the 

customer billing determinants associated with New Business plant for 2013 that the 

Company has included in rate base. (ComEd IB, 71-76.) The Commission has made 

such an adjustment in each of ComEd’s prior formula rate cases. (Staff Exhibit 5.0, 

5:51-54, 12:276-292.) For the most part, ComEd recycles arguments it previously made 

and asserts that the Commission ruled incorrectly in the prior cases. (ComEd IB, 71-76.) 

A response to ComEd’s legal argument that the Commission’s prior formula rate 

decisions are contrary to the law is set forth below.  The Company has provided no 

additional information in this proceeding to justify a change in the methodology already 
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approved by the Commission, nor any evidence to warrant any other adjustment to 

sales billing determinants. (Staff Ex. 5.0, 12:278-285.) 

ComEd accuses Staff of changing its approach in Staff’s rebuttal testimony.  The 

Company states that one cannot argue that the General Assembly’s specification of 

historical billing determinants can be overridden because the same General Assembly 

specified a few paragraphs that projected plant be used in the projected revenue 

requirements. (ComEd IB, 76.)   

To the contrary, Staff’s position has been consistent throughout this entire 

proceeding.  Staff proposed an adjustment to customer billing units associated with New 

Business plant. The Company did not provide a persuasive argument as to why the 

same adjustment ordered in all the previous rate formula cases should be ignored this 

time. (Staff IB, 60.)  Staff recommended that the Commission continue to make an 

adjustment to customer billing determinants associated with New Business plant and 

that the methodology used should be an adjustment to customer billing determinants 

only. Staff explained that this is the same methodology approved by the Commission in 

ComEd’s last two formula rate cases Docket Nos. 11-0721 and 12-0321.  Id. at 61.  The 

Company has provided no additional information in this proceeding to justify a change in 

the methodology already approved by the Commission, nor any evidence to warrant any 

other adjustment to sales billing determinants.  Id. Staff’s proposed adjustments to 

billing determinants are appropriately based upon previous Commission Orders in 

Docket Nos. 11-0721 and 12-0321 and apply the conclusions in those cases to the facts 

in this case.  The Commission made billing determinant adjustments in Docket Nos. 11-
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0721 and 12-0321 because the Company included New Business plant.  Id.  In fact, in 

Docket No. 12-0321 the Commission stated: 

 
The Commission also rejects ComEd’s assertion that the adjustment to 
reflect New Business billing determinants has no bearing outside of 
Docket 11-0721. The Commission agrees with Staff’s argument that the 
issues in the two dockets are similar, wherein ComEd has included in its 
proposed revenue requirement estimated distribution plant addition for 
New Business. As such, it is appropriate in this proceeding to adjust the 
customer count portion due to the inclusion of plant to serve New 
Business in 2012 in the revenue requirement. By applying this adjustment, 
the billing determinants will more accurately match the number of 
customers that are served by plant additions and customer growth, 
otherwise the rate per customer will be too high.  
 
Commonwealth Edison Co., ICC Order, Docket No. 12-0321, 28-29, 
(December 19, 2012) (emphasis added). 

 
In response to a Staff data request, the Company provided the number of 

customer billing determinants with the incorporation of an adjustment to the historical 

2012 billing determinants, as applicable, for projected customer growth from 2012 to 

2013 that is consistent with the adjustments made to the number of customer billing 

determinants in compliance with the Commission’s Orders in Docket. Nos. 11-0721 and 

12-0321.  The adjustment is identified on ICC Staff Ex. 5.0, Attachment 5.1. (Staff IB, 

61-62.)  

The AG proposed that the customer billing determinants used to set rates reflect 

a 0.19% increase in the number of residential bills and an 0.09% increase in the number 

of small commercial and industrial bills in order to reflect the estimated annual growth in 

the number of customers in those classes to be consistent with the inclusion of 2013 

New Business plant additions in rate base. (AG IB, 67.)  Staff agrees with Mr. Effron’s 
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proposed 0.19% increase in the number of residential bills and 0.09% increase in the 

number of small commercial and industrial bills. 

ComEd argues that the General Assembly instructed the Commission to 

implement rate formulae and protocols that include the use of “historical weather 

normalized billing determinants. 220 ILCS 5/16-108.5(c)(4), (c)(4)(H).” (ComEd IB, 72.)  

ComEd further argues that “EIMA does not mention any other type of billing 

determinant.” Id.  Despite ComEd’s arguments to the contrary, the Commission’s prior 

orders did not violate Section 16-108.5(c)(4) and (4)(H). 

Section 16-108.5(c), in pertinent part provides as follows:  
 

The performance-based formula rate approved by the Commission shall 
do the following: 
 
Provide for the recovery of the utility’s actual costs of delivery services that 
are prudently incurred and reasonable in amount consistent with 
Commission practice and law.    * * * 
 
* * * 
(4) Permit and set forth protocols, subject to a determination of prudence 
and reasonableness consistent with Commission practice and law, for the 
following: 
  (H) ) historical weather normalized billing determinants; 

 
220 ILCS 5/16-108.5(c)(4)(H).  Consistent with the Commission’s prior orders, Staff 

used the Company’s historical weather normalized billing determinants.  Despite 

ComEd’s arguments to the contrary, the Act does not remove discretion from the 

Commission or reverse the Commission’s usual practice of ordering ComEd to make 

adjustments to take account of projected plant additions to end of period rate base.  The 

Act is clear that the Commission retains all of its traditional Article IX ratemaking powers 

and discretion.  Section 16-108.5(c) expressly provides that after ComEd filed its 

formula rate structure and protocols and its initial rates, the Commission “shall enter an 
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order approving or approving as modified,” ComEd’s formula rate, including initial rates, 

“as just and reasonable.” 220 ILCS 5/16-108.5(c). In doing so, the Commission’s 

“review shall be based on the same evidentiary standards, including, but not limited to, 

those concerning the prudence and reasonableness of the costs incurred by the utility, 

the Commission applies in a hearing to review a filing for a general increase in rates 

under Article IX of [the Public Utilities Act].” Id.  The Commission’s prior determination to 

match ComEd’s projected new plant additions to the effect that those projected new 

business plan additions have on billing determinants to ensure that ComEd’s formula 

rate would not allow it to recover more that “the utility’s actual cost of delivery services” 

fits clearly within the Commission’s Article IX broad ratemaking authority to establish 

just and reasonable rates.  Staff’s actions in this proceeding are consistent with that 

past Commission practice.  

 Finally, to leave no doubt that the legislature through the general instruction 

intended that the Commission draw upon all of its broad ratemaking powers, the statute 

expressly provides in no fewer than three places that the Commission is to specifically 

determine that various components of the approved formula rate be prudent, 

reasonable, and “consistent with Commission practice and law[,]” including in Section 

16-108.5(c)(4)(H) itself. Id.; Section 16-108.5(c)(1), (2), (4).  Thus, nothing in this 

subsection removes the Commission’s discretion or prohibits the Commission from 

making ComEd to make adjustments to billing determinants, “historical weather 

normalized billing determinants,” or any type of billing determinant that is reasonable, 

prudent and consistent with Commission practice and law.  ComEd’s position ignores 

the plain language of the Act and impermissibly inserts a limitation into the statute. See 
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generally Western Nat’l Bank of Cicero v. Village of Kildeer, 19 Ill. 2d 342, 349-50 

(1960). 

Accordingly, The Commission should accept Staff’s and the AG’s proposed 

adjustment to increase the customer billing determinants associated with New Business 

plant for 2013 that the Company has included in rate base. In doing so, the Commission 

would be using the same methodology it approved in ComEd’s last two formula rate 

cases, Docket Nos. 11-0721 and 12-0321.  Id. at 58. 

X. COST OF SERVICE AND RATE DESIGN 

A. Overview 

B. Potentially Uncontested Issues 

1. Embedded Cost of Service Study 

2. Distribution System Loss Factor Study 

3. Rider PE – Purchased Electricity 

XI. OTHER 

A. Overview 

B. Potentially Uncontested Issues 

1. Staff Investigation into BSC 

 
2. Reporting Requirements 

a. EIMA Investments  

b. Reconciliation Year Plant Additions 

c. Contributions to energy low-income and support programs 

C. Potentially Contested Issues 

1. Use of Rate Formula Template / Traditional Schedules for 
Analysis of Adjustments / Disallowances 
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Staff affirms its recommendation that the Commission should find that the 

“traditional” revenue requirement schedules should continue to be used for both the 

analysis of adjustments and disallowances and for the presentation of the Commission’s 

final revenue requirements.  Contrary to the Company’s claims, the formula rate 

schedules do not provide for the inclusion of adjustments into the formula rate revenue 

requirement calculations.  Further, they do not allow for a clear determination of what 

adjustments, if any, have been made to the formula rate inputs.  (ComEd IB, 85; Staff IB 

at 67-69.)   

ComEd’s view that the traditional revenue requirement schedules do not account 

for features of EIMA ratemaking that are present in the formula rate schedules is 

inapposite.  (ComEd IB, 86.)  ComEd’s assertion fails to recognize that the revenue 

requirement schedules utilized by Staff do indeed account for both the ROE Collar 

Calculation and the Reconciliation Balance.  (Staff Ex. 7.0, 10-11.)  As such, Staff’s use 

of revenue requirement schedules modeled after the Commission’s traditional revenue 

requirements clearly capture the features of EIMA ratemaking. 

Contrary to ComEd’s claims, the formula rate is not more transparent than the 

traditional schedules.  (ComEd IB, 85-86.)  Staff’s example regarding the difficulty of 

viewing Staff’s adjustment to LTPSAP within the formula rate schedules, as accepted by 

ComEd in its rebuttal testimony, remains unrebutted.  (Staff Ex. 7.0, 9-10.)  This is 

because it is nearly impossible to trace an adjustment within the formula rate schedules 

from its origin to the other amounts impacted within the formula.  Id.  The Company 

claims that it has established that the values resulting from the Commission approved 

rate formula are mathematically correct and the formula is functioning properly; 
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however, given the fact that both Staff and Company have encountered errors using the 

formula rate schedules, the fact that adjustments still cannot be traced through the 

formula rate schedules, and the relative infancy of the formula rate schedules, sole 

reliance on the formula rate schedules is premature. 

The Company has failed to provide sufficient evidence in its proffered testimony 

or convincing argument in its IB to cause the Commission to change its previous 

conclusion on this issue in Docket No. 12-0321.  In recognition of its previous 

conclusion that “use of the traditional schedules provides transparency to the formula 

rate proceeding in that the traditional schedules show all of the adjustments made by 

the parties, the ALJs, and the Commission,” and in light of Staff’s argument that the two 

competing revenue requirement presentations provide necessary checks upon one 

another, the Commission should continue to require the use of traditional revenue 

requirement schedules for both the analysis of adjustments and disallowances and for 

the presentation of the Commission’s final revenue requirements.  (Commonwealth 

Edison Co., ICC Order Docket No 12-0321, 105 (December 19, 2012); Staff IB, 67-69.) 

XII. CONCLUSION 

WHEREFORE, for all of the following reasons, Staff respectfully requests that the 

Commission’s order in this proceeding reflect all of Staff’s recommendations regarding 

the Company’s tariffs and charges submitted pursuant to Section 16-108.5 of the Public 

Utilities Act. 
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       Respectfully submitted, 
 
 
 
       ___________________________ 
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