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ICC No. 13-0387 

 

 

 

BRIEF ON EXCEPTIONS AND EXCEPTIONS OF 

THE PEOPLE OF THE STATE OF ILLINOIS 

 

 The People of the State of Illinois, by and through Lisa Madigan, Attorney General of the 

State of Illinois (“the People” or “AG”), pursuant to Part 200.830 of the Commission’s Rules of 

Practice, 83 Ill.Admin.Code Part 200.830, and the schedule established by the Administrative 

Law Judges (“ALJs”), hereby file their Brief on Exceptions and Exceptions to the November 13, 

2013 Proposed Order issued by the ALJs in the above-captioned proceeding. 

 

I. INTRODUCTION  

 

The People support the residential rate design conclusions in the Proposed Order, which 

highlight and recognize what the People and other intervenors have argued for years:  that the 

modified Straight Fixed Variable (“SFV”) rate structure that ComEd and other utilities have 

embraced and successfully promoted in past rate orders causes low users of utility service to pay 

rates that exceed their cost of service, all while subsidizing the highest users of utility service.  

The conclusion in the Proposed Order should help to permanently dispel the oft-repeated myth 

that all utility delivery service costs are fixed, and that unless customer charges are steadily 

increased, a utility will be unable to recover its fixed costs.  For this reason, additional language 

should be added to the Proposed Order residential rate design conclusion to put to rest once and 

for all the notion that all delivery service costs are fixed and not demand-sensitive.   
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In addition, the People ask that the Commission adopt their recommendation to allocate 

non coincident peak-related delivery costs on the basis of ComEd’s all sector analysis, to 

properly reflect the reality of how ComEd incurs its distribution facilities costs.  The People’s 

recommended modified cost of service study results in a reduction to the residential sector’s 

revenue requirement responsibility of approximately $7,959,000.   

Finally, the People urge the Commission to add some clarifying language to the Invalid 

Payment Fee conclusion to ensure that the Commission’s rejection of ComEd’s unsupportable 

proposal to increase that fee by 62% is made clear.  

 

II. EXCEPTIONS 

 

A.  Exception No. 1 – Insertion of Clarifying Language in the Residential Rate 

Design Section.   

 As noted in the Proposed Order’s Residential Rate Design conclusion at page 71, the 

AG’s analysis indicates that the lowest use SFNH customers have been overpaying their cost of 

service by 40%.  Similarly, SFH low use customers’ charges have exceeded the cost of service 

by 20%.  Those unrebutted facts call into question the essential assumption underlying the SFV 

rate structure that all delivery service costs are fixed.   ComEd’s own cost study, and the analyses 

of both AG witness Scott Rubin and City of Chicago/Citizens Utility Board witness Edward 

Bodmer skewer any notion that any variation of an SFV rate design – which at its core assumes 

all delivery service costs are not impacted by demand for utility service -- is in any way equitable 

and cost-based.   

In accordance with the arguments presented in the Proposed Order’s conclusion and 

above, the People urge the Commission to add the following language to the second full 

paragraph on page 71 of the Proposed Order (while retaining the remainder of the language on 
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pages 70 and 71) to clarify the findings related to the impact SFV rates have on low-use 

customers and the inherent cross-subsidies created by this rate design: 

Both the City/CUB and AG sponsor rate design adjustments for the 
residential classes based on the assumption that demand costs are 
proportionate to usage and more equitably allocate the cost of service 
than the present SFV. The City/CUB and the AG argue that in the 
absence of demand meters usage is a good proxy for demand and a 
reliable indicator of the cost of service.  These parties point out that the 
SFV rate design results in low use residential customers paying more than 
their cost of service because of the uniform class wide customer charge 
and lowered consumption charges.  Conversely, high use customers in 
those classes, tend to pay less than their cost of service for the same 
reason.  The AG’s analysis indicates that the lowest use SFNH customers 
have been overpaying their cost of service by 40%.  Similarly, SFH low 
use customers’ charges have exceeded the cost of service by 20%.  
Those unrebutted facts invalidate the essential assumption underlying the 
SFV rate structure that all delivery service costs are fixed, and that 
customer usage does not impact the Company’s infrastructure 
investments.    
 

B. Exception No. 2 – Language for Cost Allocation by Sector versus Delivery Class 

 

 The People support the use of the all-sectors demand analysis for the allocation of non 

coincident demand (NCP)-related delivery costs.  Allocating NCP costs to the residential class 

(what ComEd refers to as a “sector”), as a whole, and then reallocating those costs among the 

residential rate classes, more accurately reflects the reality of how ComEd builds its distribution 

facilities.  Staff is wrong to conclude that because such a methodology isn’t the same allocation 

process as that used for cost of service purposes, it moves away from cost causation. As the 

People explained in their Reply Brief, ComEd doesn’t construction distribution facilities for each 

of the individual rate 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 

distribution facilities to serve an entire customer class.  It is the overall class and not the 

customer’s rate schedule that is the primary driver of cost incurrence.   AG Reply Brief at 4.   
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The effect of adopting the results of all three cost of service studies upon which Rubin 

relied -- including the primary-secondary plants study and the indirect uncollectibles study, as 

well as the sector-based demand study -- allocates approximately $7,959,000 less of ComEd’s 

revenue requirement to the residential sector.  The total effect of these recommendations is 

shown in AG Ex. 1.01C. 

 The People recommend that pages 39- 40 of the Proposed Order be modified as follows: 

The AG recommends adopting AG witness Mr. Rubin’s modified cost of 
service study which incorporates the results of an all-sectors non-coincident peak 
demand analysis as well as including results of the CA Distribution Study and the 
Indirect Uncollectibles Study.  According to Mr. Rubin, the residential customers’ 
demands are overstated when using the current allocation method.  The AG 
argues that ComEd should first allocate NCD costs to the residential sector as a 
whole and then reallocate among the residential rate classes. 

Staff argues that the AG’s recommendation is not reasonable and moves 
away from cost causation.  Staff witness Mr. Johnson states that the current 
allocation method means that each class’ individual demands are utilized for cost 
allocation purposes.  Whereas, Staff asserts, the AG’s proposal would allocate 
costs based upon a single grouping allocator. 

The Commission disagrees with Staff’s assessment of the AG’s 
recommendation.  Staff is wrong to conclude that because an all-sectors analysis 
isn’t the same allocation process as that used for cost of service purposes, it 
moves away from cost causation.   In fact, the AG’s approach more correctly 
reflects the fact that peak costs are imposed by customer sectors, not by rate 
classes as well as the fact that ComEd builds its distribution facilities in response 
to demands from customer classes, not rate classes.  Accordingly, the 
Commission declines to adopt the AGStaff’s recommendation and instead adopts 
the AG’s cost allocation methodology.  The effect of including the results of the 
primary-secondary plants study and the indirect uncollectibles study, as well as 
the sector-based demand study, as Rubin correctly recommends, allocates 
approximately $7,959,000 less of ComEd’s revenue requirement to the 
residential sector. 
 

C. Exception No. 3 – Clarifying Language for Invalid Payment Fee Conclusion 

 The People agree with the ultimate conclusion that ComEd has not sufficiently supported 

its proposal to increase its overall Invalid Payment Fee by 62%, from $21.00 to a charge of 

$34.10 (PO at 102), but recommend certain clarifying language be added to the Proposed Order’s 
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analysis of this issue.  The People reasonably assume that in denying increases associated with 

“Normal handling,” “Special handling” and “Customer Care Center average cost per phone call” 

as cost components of ComEd’s Invalid Payment Fee, Id., the ALJs agreed with evidence 

presented by AG witness Rubin and described in the Proposed Order’s analysis that (1) since less 

than 1% of ComEd’s returned payments require special handling, ComEd’s inclusion of a special 

handling charge of $11.67 for each returned payment is improper; (2) with regard to returned 

payments processed under “normal handling” procedures, since those payments are 

automatically rejected and removed from the customer’s account without intervention by ComEd 

personnel, no charge is warranted; and 3) since ComEd presented no evidence that each of its 

54,000 routine returned payments would result in a customer calling the Company, no increase in 

Customer Care Center costs is justified.  PO at 101, 102.   As the evidence shows, all of the cost 

increases the Proposed Order did approve (the “Other Costs” items of “Postage”, “Letter/notice 

to customer regarding NSF”, “Bank Service Charges” and “Carrying Costs of Unpaid Account 

Balances”) are costs which, as Mr. Rubin’s analysis explained, justified no change to the Invalid 

Payment Fee.  See AG Ex. 1.03.   The People agree with the Proposed Order’s reasoning 

supporting the AG’s analysis that no increases be permitted in this fee.    

In the interests of clarification, the People recommend the following changes to the 

Proposed Order at pages 100-102: 

Commission Analysis and Conclusion 
 
 The Invalid Payment Fee is imposed on a customer when that 
customer pays for any service with a check or negotiable instrument and 
such payment is not honored by the bank.  ComEd proposes to increase 
the Invalid Payment Fee from $21.00 to $34.10, which is a 62% increase.  
The Commission notes that the $21.00 fee was established in the 2010 
Rate Case, and prior to that case the Invalid Payment Fee was $15. 
 The AG objects to the proposed increase in the Invalid Payment 
Fee and argues that ComEd made erroneous assumptions in its analysis.  
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Specifically, the AG takes exception with ComEd’s hourly rates for the 
Financial Billing Clerk for both “normal handling” and “special handling”.  
With regard to normal handling, the AG argues that these payments are 
automatically rejected and removed from the customer’s accounts without 
intervention by ComEd personnel, yet there is an hourly clerical rate of 
$116.74 for invalid payment processing (Financial Billing Clerk), and as 
such the AG recommends removing the $0.56 charge per invalid payment.  
With regard to special handling, the AG asserts that less than 1% of 
ComEd’s returned payments require special handling, and therefore 
ComEd improperly included a special handling charge of $11.67 for each 
returned payment.  The AG also takes exception with ComEd’s proposed 
increase to its Customer Care Center Average cost per phone call to 
$10.55 stating that it is highly unlikely that each of the 54,000 routine 
returned payments would result in a customer calling the Company. The 
AG further states that ComEd did not provide any evidence that 
undermines the AG’s cost analysis, which states that the average cost per 
returned payment is $21.97. 
 Staff did not object to ComEd’s proposal stating that all 
assumptions, inputs and calculations appear reasonable, and are based 
on the methodologies used in the 2010 Rate Case. 
 In Docket No. 10-0467, ComEd proposed an increase of the Invalid 
Payment Fee from $15.00 to $27.00, and 80% increase. Similar to what is 
proposed in the instant proceeding, a large portion of that increase was 
based on impacts in the normal handling costs, special handling costs and 
the average cost per phone call.  In Docket No. 10-0467, Staff 
recommended limited increase of 40% on the basis that there were issues 
with the Company’s proposal and it would be better to increase the 
customer cost gradually over time to mitigate rate shock. 
 In the instant proceeding, ComEd does not comment on the AG’s 
cost analysis calculations, but merely states that the current Invalid 
Payment Fee of $21.00 was already below cost and that ComEd’s costs 
additionally increased.  The Commission finds that ComEd has not 
sufficiently supported its recommendation to increase the overall Invalid 
Payment Fee by 62% to a charge of $34.10.  However, While the 
Commission will approve agrees that the proposed increases in the “Other 
Costs” portion of the Invalid Payment Fee related to “Postage”, 
“Letter/notice to customer regarding NSF”, “Bank Service Charges” and 
“Carrying Costs of Unpaid Account Balances” were reasonable, it further 
relies on Mr. Rubin’s analysis that explained why these cost increases do 
not justify a change to the Invalid Payment Fee.  The Commission 
ultimately finds that ComEd has not sufficiently supported its 
recommendation to increase the overall Invalid Payment Fee by 62% to a 
charge of $34.10.”  The Commission reaches this conclusion based on the 
evidence presented by AG witness Rubin supporting denial of ComEd’s 
overall fee increase, and especially  denies the proposed increases for 
“Normal handling,” “Special handling” and “Customer Care Center 
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average cost per phone call.”  ComEd’s Invalid Payment Fee should 
remain at $21.00.   

 

III.     CONCLUSION 

 

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

Commission modify the Proposed Order in accordance with the recommendations regarding cost 

allocation and rates made in this Brief on Exceptions. 

The People of the State of Illinois 

 

By LISA MADIGAN, Attorney General 

 

 

By:______________/s/_________________0 

Janice A. Dale 

Assistant Attorneys General 

Chief, Public Utilities Bureau 

Karen L. Lusson 

Senior Assistant Attorney General 

Public Utilities Bureau 

Illinois Attorney General’s Office 

100 West Randolph Street, 11th fl. 

Chicago, Illinois 60601 

Telephone: (312) 814-3736 (Dale) 

Telephone: (312) 814-1136 (Lusson) 

Facsimile: (312) 812-3212 

E-mail:jdale@atg.state.il.us 

E-mail:klusson@atg.state.il.us  

 

 

Dated:  November 18, 2013 
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