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                     ICC Issues Decision in ComEd Formula Rate Rehearing
The Illinois Commerce Commission today issued an order on rehearing reducing ComEd revenue by approximately $133 million and approving new electricity rates through the end of 2012 to reflect the reduction, in accordance with a new performance-based formula rate plan.  
The Commission’s order sets the formula rate under a new law that ensures ComEd receives the prescribed profit margin on all investments to improve reliability and build a smart grid. The law allows ComEd to recover this return on investments annually to reduce the lag in cost recovery that existed under previous rate setting processes.

The Energy Infrastructure and Modernization Act (EIMA) allows participating utilities that agree to make specified investments in electric reliability projects and a smart grid to recover their costs annually under a prescribed formula rate to provide a more certain and timely cost recovery mechanism for all of their investments and expenses.  ComEd filed its initial petition in (Docket 11-0721) in November, 2011 seeking approval for a proposed formula rate.  The proposal included a reduction in revenue of approximately $43.7 million.  
The Commission issued an order May 29 reducing the company’s revenue by approximately $168 million. The company filed a petition seeking rehearing and on June 22 the Commission agreed to rehear three financial issues:  the definition of the term “pension asset”, the interest rate to be applied to any under or over collections that occur from the annual reconciliation and whether to use ComEd’s year-end balance or an “average year” rate base when reconciling expenses and revenues.

The Commission determined upon rehearing that the law allows ComEd to earn a return on its pension asset as reported to the Federal Energy Regulatory Commission per the legislative directive of EIMA. The allowance is estimated to provide the company with approximately $35 million in additional revenue.
The Commission adopted the use of year-end rate base to determine ComEd’s formula rate for the next year and an average rate base for determining the reconciliation amount.   This will permit the company to recover its capital and operating costs quickly, while ensuring that ratepayers do not over-pay for those assets and is consistent with the position adopted by the Commission in Ameren’s recent formula rate case (Docket 12-0001). 

The Commission also determined that the interest rate to be applied to the annual reconciliation of any under or over recovery on investments should be based on ComEd’s short term cost of debt.   ComEd’s investments continue to earn a return based on the weighted average cost of capital. Today’s decision on interest rates applies only to the reconciliation balance. This is also consistent with the recent Ameren decision.

ComEd continues to recover all of its prudently-incurred AMI (Smart Grid) expenses under state law.  Recovery of those and other expenses were not at issue today.

The vote was 4-1.  

ComEd has another rate case pending, its annual update to rates (Docket 12-0321), which will result in another adjustment to rates in early 2013.
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