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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
 
 
 
 

DIRECT TESTIMONY OF BRADLEY O. FULTS 
 
 

I. INTRODUCTION AND QUALIFICATIONS 
 

Q. Please state your name, title and business address. 1 

A. My name is Bradley O. Fults.  I am the Managing Principal at Progressive Energy 2 

Solutions, LLC, an energy consulting firm that specializes in energy planning, energy 3 

pricing, contract negotiations, strategic planning and other energy matters for large 4 

commercial, institutional and industrial companies, including many customers with 5 

facilities served by Commonwealth Edison Company (“ComEd”).  My address is 8908 6 

Prestwick Circle, Brooklyn Park, MN  55443. 7 

 8 

Q. On whose behalf are you testifying? 9 

A. I am testifying on behalf of the coalition to Request Equitable Allocation of Costs 10 

Together (collectively, “REACT”).  REACT brings together some of the largest and most 11 

well-known industrial, commercial and governmental entities in the Chicagoland area, 12 

along with retail electric suppliers (“RESs”) that are interested in providing service to 13 

residential customers in the ComEd service territory. 14 

 15 

Commonwealth Edison Company 
 
Proposed General Increase in Rates. 
 

: 
: 
: 

 
ICC Docket No. 07-0566 
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Q. That is a unique combination of entities.  What is the unifying philosophy that 16 

brings this group together? 17 

A. REACT was formed in direct response to ComEd filing this rate case. The entities that 18 

comprise REACT agree that, on its face, ComEd’s proposal does not appear to properly 19 

allocate the costs that it seeks to collect from its customers.  At several very fundamental 20 

levels, the way in which ComEd has proposed to allocate its cost does not make sense.  21 

First, ComEd’s proposal would disproportionately allocate costs to its very 22 
largest customers.  As a result of this improper allocation, ComEd has proposed a 23 
more than a 129% increase in the overall delivery services rates it charges these 24 
customers.  Particularly in the context of a rate case in which ComEd is seeking 25 
an overall increase of 21%, it simply does not make sense that these customers 26 
would be assigned such an enormous, disproportionate rate increase. 27 
 28 
Second, ComEd’s proposal would improperly allocate costs related to the 29 
procurement of energy to the delivery services rates of ComEd’s customers.  This 30 
would result in customers who take only delivery services from ComEd (that is, 31 
customers that purchase the commodity from RESs) improperly cross-subsidizing 32 
customers that take bundled service from ComEd.  It also would impede the 33 
development of the competitive market for small commercial and residential 34 
customers, because RESs would be forced to compete against an artificially 35 
deflated ComEd supply rate. 36 
 37 
Third, ComEd has proposed unjustified riders that would result in ComEd further 38 
misallocating costs to the detriment of its largest customers and the competitive 39 
retail electric market. 40 
 41 

The diverse members of REACT recognize that their interests align in opposing ComEd’s 42 

proposed inequitable allocation and have joined together to request equitable allocation 43 

of costs together, or “REACT.” 44 

 45 
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 46 

Q. What are your responsibilities in your present position? 47 

A. My area of concentration at Progressive Energy Solutions, LLC is in customer energy 48 

supply procurement, utility rate evaluation, and analysis.  I assist large commercial and 49 

industrial customers by evaluating energy supply pricing and procurement, energy risk 50 

management, utility rate structures, rate options, rules of service and on-site generation 51 

options for such customers.  This evaluation typically involves elements such as 52 

reliability of supply, standby fuels, cogeneration gas supplies, penalty avoidance, proper 53 

tariff application, proper application of rules and regulations and other energy related 54 

issues.  Prior to 2002, I was employed as a Senior Project Manager within the Energy 55 

Solutions Group with Alliant Energy Integrated Services and its predecessor, and had 56 

many of the same responsibilities. 57 

 58 

Q. Please state your educational qualifications. 59 

A. I attended the University of Wisconsin-Eau Claire and in 1982 received a Bachelor of 60 

Science Degree in Business Administration with a comprehensive major in Management 61 

Information Systems. 62 

 63 

Q. Please discuss your experience in the Illinois retail electric market. 64 

I regularly advise customers in the ComEd service territory about procurement of energy 65 

supply, including both electricity and natural gas.  For more than 20 years, I have 66 

provided technical support and utility industry analysis to some of the largest 67 

commercial, institutional and industrial energy customers in the northern Illinois area.  I 68 
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track and analyze regulatory and energy supply issues that affect those customers’ energy 69 

costs, such as those that are implicated by the proposals ComEd made to initiate this 70 

proceeding. 71 

 72 

Q. Have you been advising clients regarding changes to Illinois retail electric market? 73 

A. Yes.  Since before the inception of competition in the Illinois retail electric market, I have 74 

been assisting some of ComEd’s largest customers in understanding the impact of 75 

ComEd’s rate proposals.  During 1996 and 1997, I provided technical support service to 76 

the Illinois Institutional and Industrial Customers for Energy Restructuring (“I3CER”).  77 

I3CER was formed to help facilitate changes to Illinois electric restructuring proposals, 78 

which were being negotiated by many organizations at that time.  As part of that work, I 79 

evaluated the impact of the 1997 amendments to the Public Utilities Act on on-site 80 

generation, recovery of stranded costs, state and municipal tax issues, and other issues 81 

affecting the electric rates paid by customers. 82 

 83 

Over the years, I have assisted a wide array of commercial and industrial customers in 84 

reviewing and analyzing their competitive supply options and RES proposals, and have 85 

worked closely with a number of customers to evaluate ComEd’s increases in delivery 86 

services rates, market value energy charges, power purchase option rates, and customer 87 

transition charges.  I have also worked with customers to analyze the impact of ComEd 88 

joining PJM Interconnection.  This included PJM energy markets, ComEd’s increases in 89 

its transmission rates, and the implementation of PJM’s Reliability Pricing Model 90 
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(“RPM”), which significantly increased capacity related costs assessed to ComEd 91 

distribution customers. 92 

 93 

Q. What national experience do you have regarding energy issues? 94 

A. I have worked throughout the United States evaluating energy procurement options, rate 95 

design issues and on-site generation opportunities.  Many of my clients have multiple 96 

facilities and I am often retained to evaluate supply options.  I have evaluated supply 97 

procurement options for electricity and natural gas in Illinois and other states such as: 98 

New Jersey, California, Minnesota, New York, Pennsylvania, Texas, and Washington, as 99 

well as Canada.  This work included not only evaluating the supply commodity options in 100 

the competitive market for electricity and natural gas, but also analyzed the economics of 101 

standby fuels and on-site generation. 102 

 103 

Q. Have you previously testified before the Commission? 104 

A. Yes.  My resume is attached to this testimony as REACT Exhibit 1.1, and includes a list 105 

of proceedings in which I have provided expert testimony. 106 

II. 107 

PURPOSE AND CONTEXT OF TESTIMONY 108 

Q. What is the purpose of your testimony in this proceeding? 109 

A. My testimony: 110 

• Introduces the members of the REACT coalition and its witnesses in this 111 
proceeding; 112 

• Puts in context ComEd’s massive, disproportionate proposed increase in delivery 113 
service rates to its largest customers; 114 
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• Briefly discusses the impact its improper allocation of procurement costs would 115 
have on the development of a competitive market for residential and small 116 
commercial customers;  117 

• Evaluates ComEd’s proposed increases in distribution line loss costs for the over-118 
10 MW customer classes; and,  119 

• Analyzes ComEd’s proposal to phase out the customer-owned transformer credit.1 120 
 121 
Q. What are your recommendations? 122 

A. To the extent the Commission approves any increase in ComEd’s rates, it should reject 123 

ComEd’s unjustified, inequitable proposed allocation of costs.  Specifically, the 124 

Commission should: 125 

• Reject ComEd’s proposal to increase overall distribution rates by 129% to 126 
140% for the over-10 MW customers.  These massive increases are unjustifiably 127 
higher than ComEd’s proposed overall increase of 21% and will result in rate 128 
shock to these customers if approved. 129 

 130 
• Reject ComEd’s proposed increase in the distribution “loss factors,” the 131 

amount of electricity that is “lost” as ComEd delivers it.  ComEd is proposing a 132 
47% increase in the distribution loss factor for the over-10 MW high-voltage 133 
customers, well over the proposed factors for the other customer classes.  These 134 
factors were updated in ComEd’s last rate case, Docket No. 05-0597, and it is 135 
perplexing how the distribution loss factors could increase this significantly in 136 
less than two years – especially since ComEd has purportedly invested 137 
$1.7 billion in system improvements since its last rate case. 138 

 139 
• Retain Rider ACT, Allowance for Customer-Owned Transformers.  ComEd 140 

improperly has proposed to phase-out and eliminate Rider ACT.  In ComEd’s last 141 
rate case (ICC Docket No. 05-0597), the Commission specifically rejected 142 
ComEd’s attempt to eliminate this tariff.  In its direct testimony in this 143 
proceeding, ComEd merely repeats its request to eliminate this rider, without 144 
providing any studies or other documentation demonstrating the cost impact of its 145 

                                                 
1  On December 28, 2007, the Administrative Law Judge issued a notice giving Staff and Intervenors until 
February 26, 2008 to file testimony related to ComEd’s proposed Rider SMP.  REACT reserves the right to file 
Supplemental Testimony at that time related to Rider SMP. 
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proposal to its customers, or any benefit to the customers in eliminating Rider 146 
ACT.  In short, ComEd has presented nothing that would justify a conclusion in 147 
this proceeding different from the one the Commission reached in the last rate 148 
case. 149 

 150 
• Ensure that procurement costs are not improperly allocated to the non-bypassable 151 

delivery charges. 152 
 153 
Q. Is REACT sponsoring other direct testimony? 154 

A. Yes.  In addition to my own testimony, REACT is sponsoring the direct testimony of 155 

Edward C. Bodmer and Jeffrey Merola.  Mr. Bodmer testifies on issues related to 156 

ComEd’s proposed cost allocation methodology and will present his analysis of that 157 

methodology as it relates to over-10 MW customers.  Mr. Merola testifies on issues 158 

related to the manner in which ComEd has allocated its costs of generating and procuring 159 

electricity. 160 

III. 161 

THE REACT COALITION 162 

Q. Please further describe the REACT coalition and its members. 163 

A. The REACT coalition is an ad hoc group, with diverse members, including some of the 164 

largest of ComEd’s commercial, governmental and industrial delivery service customers 165 

to RESs.  The REACT members currently include: A. Finkl & Sons, Co.; Alsip Paper 166 

Condominium Association; Aux Sable Liquid Products, LP; the City of Chicago; 167 

Commerce Energy, Inc.; Flint Hills Resources, LLC; Integrys Energy Services, Inc.; 168 

PDV Midwest Refining LLC; United Airlines, Inc.; and Wells Manufacturing Company.  169 

The opinions herein do not necessarily represent the positions of any particular member 170 

of REACT. 171 
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 172 

Q. Can you provide any additional detail on the customers that are members of 173 

REACT? 174 

A. Yes.  For purposes of receiving delivery services from ComEd, the large commercial, 175 

governmental and industrial members of REACT are all considered “extra large” 176 

customers, meaning they each have a peak load in excess of 10,000 kilowatts 177 

(10 megawatts, or “10 MW”) of electricity, or “Extra Large High Voltage” customers.  In 178 

its initial filing, ComEd proposed increasing the overall delivery service rates it charges 179 

the over-10 MW REACT members by more than 129% and as high as 140%.  (See 180 

ComEd Ex. 11.0 at 10, Table 2.) 181 

 182 

Q. Can you provide any additional detail on the retail electric suppliers that are 183 

members of REACT? 184 

A. Yes.  Commerce Energy, Inc. (“Commerce”) and Integrys Energy Services, Inc. 185 

(“Integrys”) are certificated as Alternative Retail Electricity Suppliers (“ARES”) in the 186 

ComEd service territory.  Commerce is licensed to provide retail electric service to 187 

residential and small commercial customers in ComEd’s service territory, and currently 188 

serves residential and small commercial customers in a number of other jurisdictions.  189 

Integrys presently provides service to industrial and commercial customers in ComEd’s 190 

service territory, and serves residential and small commercial customers in a number of 191 

other jurisdictions.  Both Commerce and Integrys are potential participants in the 192 

residential and small commercial retail electric market in the ComEd service territory.  Of 193 

critical importance to the retail suppliers that are considering entering the ComEd 194 
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residential and small commercial market is ensuring that the energy/procurement 195 

component of ComEd’s bundled product (against which RESs will be competing) is not 196 

improperly cross-subsidized by the “wires side” of ComEd’s business. 197 

 198 

Q. Please explain how the interests of the REACT members align, combining some of 199 

ComEd’s largest customers with RESs interested in residential competition. 200 

A. The members of REACT are committed to advocating that the Commission ensure 201 

accurate, appropriate and equitable allocation of ComEd’s costs. 202 

 203 

As discussed at length in the testimony of REACT witnesses Bodmer and Merola, it 204 

appears that ComEd has failed to properly allocate its procurement costs, and is 205 

attempting to recover those costs under its delivery services rates.  By improperly 206 

allocating its procurement costs to its delivery services, ComEd would subsidize the rate 207 

it charges for the commodity of electricity – the component of the rate against which 208 

RESs compete.  Significantly, assuming costs are otherwise properly allocated, the 209 

impact of this improper allocation would not be to reduce the overall rate ComEd’s 210 

bundled rate customers would pay – it would only reduce the “bypassable” energy 211 

component of its rates while increasing the “non-bypassable” delivery services 212 

component.  213 

 214 

While ComEd no longer provides bundled fixed-price electricity to the over-10 MW 215 

customer classes, it does, and will continue to, provide bundled fixed-price services to its 216 
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residential and small commercial customers with peak demand less than 400 kW.2  Thus, 217 

to compete against the bundled ComEd service offerings with rates set utilizing 218 

improperly allocated costs, the RESs would have to compete against an artificially low, 219 

subsidized commodity option for bundled customers. 220 

 221 

Therefore, both the over 10-MW customers and the retail electric suppliers considering 222 

entering the residential and small commercial market in the ComEd service territory have 223 

a very similar interest – assuring fair and transparent allocation of ComEd’s costs 224 

between the generation, transmission and distribution rates. 225 

IV. 226 

IMPACT OF PROPOSED DISTRIBUTION RATES  227 
UPON CUSTOMERS IN THE OVER-10 MW CUSTOMER CLASSES 228 

Q. Please summarize the magnitude of ComEd’s proposed distribution rate increase. 229 

A. In ComEd’s overview of its filing, presented by ComEd witness Mitchell, ComEd 230 

explains that it is proposing an overall distribution rate increase of $361 million, or a 21% 231 

overall increase above the existing rates.  (See ComEd Ex. 1.0 at 8.)  However, Mr. 232 

Mitchell fails to acknowledge that ComEd is proposing significantly higher increases for 233 

the over-10 MW customers.  Much deeper in ComEd’s testimony, ComEd witnesses 234 

Alongi and Jones admit that ComEd’s proposal would result in an overall 235 

129.4% increase for the High Voltage Delivery Class (over-10 MW) and an overall 236 

140.4% increase for the Extra Large Delivery Class (over-10 MW).  (See ComEd Ex. 237 

                                                 
2  Customers in the 100 to 400 kW class taking bundled service from ComEd as of August 28, 2007 are entitled to 
remain on bundled service through May 31, 2010.  Customers in the 100 to 400 kW class that have already switched 
from bundled service are not eligible to return to bundled service.  (See 220 ILCS 5.16-113(g); see also, Order, 
Petition of Commonwealth Edison for Competitive Declaration With Respect to Customer With Peak Demands of at 
Least 100 Kilowatts but less than 400 Kilowatts, ICC Docket No, 07-0478 at *2.) 
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12.0 at 11, Table 1.)  The overall rate increase includes components for Customer 238 

Services Charges, Standard Metering Service Charges, and Distribution Facility Charges.  239 

(See id. at 5) 240 

 241 

Q. Do ComEd witnesses Alongi and Jones attempt to explain the disparate impact of its 242 

proposal on the over-10 MW customers? 243 

A. Not really.  ComEd witnesses Alongi and Jones do not attempt to explain why ComEd 244 

proposes such a massive rate increase for the over-10 MW customer class that is so 245 

clearly disproportionate to that which is proposed for the other classes.  REACT witness 246 

Mr. Bodmer addresses at length ComEd’s purported “rationale” for the proposed rate 247 

increase by further critiquing ComEd’s testimony and analyzing some of the curious 248 

assumptions and inputs that ComEd made (or did not make) in allocating costs.   249 

 250 

Q Did ComEd present any analysis of the dollar impact of ComEd’s overall 251 

distribution rate increase proposal for the over-10 MW customers? 252 

A. Not really.  Again, ComEd witnesses Alongi and Jones merely recite the numbers 253 

without putting them in context. 254 

 255 

Q Have you been able to ascertain the dollar impact of ComEd’s Distribution Facilities 256 

Charges increase proposal for the over-10 MW customers? 257 

A. Yes.  The following Table 1 compares Distribution Facilities Charges for all non-258 

residential customer classes since 1999, including the proposed increases in the pending 259 
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request.  The results show significant increases in Distribution Facilities Charges in each 260 

of the ComEd rate proceedings since 1999. 261 

 262 
Table 1 263 

Comparison of Non-Residential Distribution Facilities Charges Since 1999 264 
$ per kW 265 

 266 
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 268 
(Sources: Proposed Charges: ComEd Ex. 12.0, at page 8, Table 3; October 1999 charges: 269 
ComEd Tariff ILL. C. C. Original Sheet No. 117.1; June 2003 charges: ComEd Tariff 270 
ILL. C. C. No. 4, Original Sheet No. 119.1; January 2007 Charges: ComEd Ex. 12.0, at 271 
page 8, Table 3.) 272 
 273 

Q. Have you been able to ascertain the impact of ComEd’s Distribution Facilities 274 

Charges increase proposal for the over-10 MW customers on a percentage basis? 275 

A. Yes.  As Table 2 demonstrates, when shown as a comparison of percent increases, the 276 

disparate impact of the present proposal is even more pronounced.  Particularly startling 277 

is the proposed Distribution Facilities Charge increase to the over-10 MW customer 278 
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classes (121-144%) versus the proposed increases to the “large” (13%) and “very large” 279 

(10%) customer classes. (See ComEd Ex, 12.0 at 8, Table 3) 280 

 281 
Table 2 282 

Comparison of Non-Residential Distribution Facilities Charges Increases Since 1999 283 
% Increase 284 

 285 
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 286 

 287 
Sources: Proposed Charges: ComEd Ex. 12.0, at page 8, Table 3; October 1999 charges: 288 
ComEd Tariff ILL. C. C. Original Sheet No. 117.1; June 2003 charges: ComEd Tariff 289 
ILL. C. C. No. 4, Original Sheet No. 119.1; January 2007 Charges: ComEd Ex. 12.0, at 290 
page 8, Table 3.) 291 

 292 

Q. How do the above increases in the Distribution Facilities Charges relate to the 293 

overall rate increases ComEd witnesses Alongi and Jones present in their 294 

testimony? 295 

A. The High  Voltage over-10 MW customers will experience an overall rate increase of 296 

129.4%, which includes an increase in their Distribution Facilities Charge of 121%.  297 

Similarly, the Extra Large over-10 MW customers will experience an overall rate 298 

increase of 140.4%, which includes an increase in their Distribution Facilities Charge of 299 
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144%.   The difference between the overall and the Distribution Facilities Charge 300 

increases is due to the Customer Service Charge and Standard Metering Charge 301 

increases, which are not nearly as significant.  (Source:  ComEd Ex. 12.0 at 6 and 7, 302 

Tables 1 and 2.)  303 

 304 

Q. Can you estimate the annual cost impact of ComEd’s proposed increase in the 305 

Distribution Facilities Charge upon the over-10 MW customers? 306 

A. Yes.  To provide the Commission with a demonstration of the substantial financial impact 307 

ComEd’s proposed rate increase will have on the over-10 MW class of customers, the 308 

following Tables 3 and 4 present a sample of the annual cost increase in Distribution 309 

Facilities Charges for typical over-10 MW customers if ComEd’s proposed delivery 310 

service rates are adopted.  The results show that the annual cost impact for the 26 Extra 311 

Large High Voltage Customers would range from $158,000 (for customers with a 312 

demand of 10 MW) to $1,188,000 (for customers with a demand of 75 MW).  Of course, 313 

if the customer load is larger than 75 MW, then the annual impact will continue to 314 

increase as well. 315 

 316 
Table 3 317 

Annual Impact of ComEd’s Proposed  318 
Distribution Facilities Charges for Over-10 MW High-Voltage Customers 319 

 320 
 Over-10 MW High-Voltage 
Customer Size Current Proposed Inc. 
10 MW $130,800 $289,200 $158,400 
20 MW $261,600 $578,400 $316,800 
35 MW $457,800 $1,012,200 $554,400 
50 MW $654,000 $1,446,000 $792,000 
75 MW $981,000 $2,169,000 $1,188,000 
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 321 
Table 4 shows that Extra Large customers that are not served via high voltage would 322 

experience even larger increases, ranging from approximately $426,000 (for customers 323 

with a demand of 10 MW) to $3,195,000 (for customers with a demand of 75 MW).  324 

Again, for customers with demands greater than 75 MW, under ComEd’s proposal, their 325 

rates would increase by significantly more than three million dollars every single year. 326 

Table 4 327 
Annual Impact of ComEd’s Proposed  328 

Distribution Facilities Charges for Over-10 MW Customers 329 
 330 

 331 
 Extra Large Over-10 MW 
Customer Size Current Proposed Inc. 

10 MW $295,200 $721,200 $426,000 

20 MW $590,400 $1,442,400 $852,000 

35 MW $1,033,200 $2,524,200 $1,491,000 

50 MW $1,476,000 $3,606,000 $2,130,000 

75 MW $2,214,000 $5,409,000 $3,195,000 
 332 

Note.  Annual increases in Tables 3 and 4 are calculated by 333 
multiplying customer monthly kW by 12 months and by ComEd’s 334 
current and proposed $/kW distribution facilities charges.  (Source: 335 
ComEd Ex. 12.0 at 8, Table 3.) 336 

 337 
V. 338 

IMPACT OF COMED’S PROPOSAL  339 
TO INCREASE LOSS FACTORS 340 

 341 
Q. Can you explain what is meant by line loss? 342 

A. Yes.  Line loss refers to the difference between electricity delivered to a system and the 343 

actual amount of electricity delivered to customers.  Line loss can occur on transmission 344 

lines (“transmission line loss”) or on the distribution system (“distribution line loss”).  As 345 

this proceeding is designed to address ComEd’s requested rate increase to allow it to 346 

recover its costs incurred in providing delivery services, ComEd’s costs incurred in 347 
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relation to its transmission services are not relevant.  Thus, I will limit my discussion to 348 

distribution line losses. 349 

 350 
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Q. What is the “distribution line loss factor”? 351 

A. The “distribution line loss factor” is a term used to account for energy losses, or “leaks,” 352 

that occur in the process of conducting electricity on ComEd’s distribution system.  The 353 

distribution loss factor is a percentage adder on top of the commodity charge that 354 

accounts for the difference between electricity delivered to ComEd’s distribution system 355 

and the actual amount of electricity delivered to customers on the distribution system. 356 

 357 

Q. How do most large customers pay for these losses? 358 

A. For large customers receiving electric supply from a RES, the RES charges the customer 359 

for line losses.  Many RESs simply increase the customer’s metered usage by an amount 360 

equal to the distribution loss factor of the particular delivery services utility, and will bill 361 

the customer for the higher usage at the customer’s contract energy price.  For example, 362 

if the loss factor is 5% and a customer uses 100 kWh, the RES would charge the 363 

customer for 105 kWh. 364 

 365 

Q. Does ComEd currently utilize a distribution line loss factor in its delivery services 366 

rate? 367 

A. Yes.  ComEd defines the distribution loss factor for each customer class in their Rate 368 

RDS, Retail Delivery Service. 369 

 370 

Q. What are ComEd’s current distribution line loss factors? 371 

A. The following Table 5 presents a summary of ComEd's current Distribution Line Loss 372 

Factors found in Rate RDS. 373 
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Table 5 374 

ComEd’s Current Distribution Losses Factors 375 

Customer Class DLF % 

Small 7.19% 

Medium 6.17% 

Large 5.57% 

Very Large 5.07% 

Extra Large 5.07% 

High-Voltage (>10 MW) 1.35% 
 376 

(Source: ComEd Tariff ILL. C. C. No. 4, 1st Revised Sheet No. 378.)   377 

 378 

Q. What is ComEd’s proposal regarding its distribution line loss factor for the 379 

over-10 MW customers? 380 

A. ComEd is proposing to increase the distribution loss factor for the over-10 MW customer 381 

classes by 15.0 % (Extra Large customers) and by 47.4% (High Voltage customers).  (See 382 

ComEd Ex. 12.0 at 21.)  Proposed increases in the loss factors for less than 10 MW 383 

nonresidential customers range from 3.7% to 14.6%.  Table 6 below presents a graphical 384 

representation of the current ComEd distribution line loss factor, the proposed 385 

distribution line loss factor, and the resulting variation percentage increase. 386 

 387 
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Table 6 388 
ComEd Distribution Loss Factors for Non-Residential Customers 389 

 390 
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 392 
(Source: ComEd Ex. 12.0 at 21, Table 8.) 393 

 394 

Q. What is the annual cost impact of the proposed distribution loss factors for 395 

over-10 MW customers? 396 

A. The annual cost impact of the proposed distribution loss factors will vary depending on 397 

customer load and other factors.  As demonstrated in Table 7 below, the annual cost 398 

impact of the increase to the distribution loss factor ranges from $16,900 to $200,000 399 

depending on customer size, service level, and their cost of electricity from their supplier.  400 

This analysis assumes an annual retail suppler electric cost of $0.044 per kWh based on 401 

the average PJM Day-Ahead market price for electricity in the ComEd zone for the test 402 

year ComEd utilized for this rate case.  In other words, if this proposed increase in the 403 

distribution line loss factors were in place at the time of the actual test year, the           404 
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over-10 MW customers would have experienced increases similar to those in my 405 

example.   406 

 407 

Table 7 408 
Annual Cost Impact of Proposed Increase to Distribution Loss Factor 409 

 410 

Customer Size Annual kWh Extra Large High-Voltage 

10,000 kW 60,000,000 $20,064 $16,896 

20,000 kW 140,000,000 $46,816 $39,424 

35,000 kW 260,000,000 $86,944 $73,216 

50,000 kW 395,000,000 $132,088 $111,232 

75,000 kW 600,000,000 $200,640 $168,960 

Note.  Annual increases were calculated by multiplying the difference 
between the current and proposed line loss factors by $0.044 and 
multiplying that number by the annual kWh.  (Source: ComEd 
Ex. 12.0 at 21, Table 8.) 

 411 

Q. What is your general observation regarding ComEd’s proposal to increase its 412 

distribution line loss factor? 413 

A. First and foremost, ComEd updated its customer distribution line loss in its most recent 414 

rate proceeding just two years ago in ICC Docket No. 05-0597, with that increase 415 

resulting in the “current” factors identified in Table 5.  Given such a recent increase, one 416 

would not expect the currently proposed additional increase in the distribution line loss 417 

factors over this short time period. 418 

 419 

Second, ComEd Witness Williams testifies that ComEd has invested or will invest 420 

$1.7 billion in distribution infrastructure since its last rate case two years ago.  (See 421 

ComEd Ex. 4.0 at 5).  With the increased efficiencies associated with this new 422 
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distribution infrastructure and system improvements that ComEd is apparently making 423 

(and for which it is seeking recovery of the related costs in this proceeding), it is puzzling 424 

that the distribution line loss factors would not decrease rather than increase, much less 425 

increase in such a disproportionate manner for only the over-10 MW classes. 426 

 427 

Q. What is your recommendation with respect to ComEd’s proposed increase in the 428 

distribution line loss factor? 429 

A. As the above calculations demonstrate, the distribution line loss factor can have a 430 

significant and perpetual impact on the customer’s bottom line.  ComEd appears to 431 

provide little or no data in its direct testimony in this proceeding regarding the accuracy 432 

of how the factors were developed or the impact of the proposed increase on the 433 

customers.  Nor does ComEd attempt to explain why the increases so disproportionately 434 

affect the over-10 MW customers.  Accordingly, the Commission should reject ComEd’s 435 

proposal to change the existing loss factors. 436 

VI. 437 

IMPACT OF COMED’S PROPOSAL 438 
TO PHASE-OUT RIDER ACT 439 

 440 
Q. Are you familiar with ComEd’s current Rider ACT – Allowance for Customer-441 

Owned Transformers (“Rider ACT”)? 442 

A. Yes.  Rather than pay a retail monthly charge to ComEd for providing transformers and 443 

transforming services to reduce incoming voltage from ComEd to the customer’s 444 

utilization voltage, some customers make a business determination that it is more cost 445 

effective to buy their own transformers.  In general, Rider ACT is designed to provide a 446 
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credit to those customers that have elected to install, own and maintain their own 447 

transformers. 448 

 449 

Q. What is the amount of the credit received by customers under Rider ACT? 450 

A. Rider ACT provides a monthly credit of $0.20533 per kW applied to a customer’s 451 

Maximum Kilowatts Delivered (“MKD”).  The annual credit for each 1,000 kW of MKD 452 

is $2,464 (1,000 kW X $0.20533 X 12 months).  453 

 454 

Q. Did the Commission address the elimination of the credit for customer-owned 455 

transformers in ComEd’s last delivery services rate case, ICC Docket No. 05-0597? 456 

A. Yes.   Similar to the present proposal, in ICC Docket No. 05-0597 ComEd proposed to 457 

eliminate Rider 8, the predecessor to Rider ACT.  In rejecting ComEd’s proposal in that 458 

proceeding, the Commission determined that these customers purchased transformers 459 

with the expectation that the credit would compensate them for their investment.  In 460 

particular, the Commission held that it would not be appropriate to eliminate Rider 8 461 

given that the 462 

customers would no longer recover the money they invested in the 463 
purchase of one or more transformers.  Rider 8 customers purchased 464 
transformers with the expectation that Rider 8 credit would 465 
compensate them for their cost of purchase.  To leave those customers 466 
without adequate compensation causes a harm that is not justified at 467 
this time. 468 

 469 
Order, Commonwealth Edison Company, Proposed Increase in Rates for Delivery 470 

Services, ICC Docket No. 05-0597, at 227-28.) (“05-0597 Order”) (Emphasis added.) 471 

 472 



REACT Exhibit 1.0 

23 
  

Q. Is ComEd proposing revisions to Rider ACT? 473 

A. Yes.  Similar to its efforts to terminate Rider 8 in its last rate case, ComEd is once again 474 

proposing to phase-out Rider ACT.  Under ComEd’s proposal, Rider ACT would be 475 

closed to new customers and existing customers who have been receiving credits for 476 

more than 30 years would be removed from Rider ACT and receive a one-time payment 477 

equal to one-year’s worth of credits based on the average annual credits received during 478 

the most recent three years.  (See ComEd Ex. 12.0 at 22.) 479 

 480 

ComEd is also proposing a voluntary option for customers who have been on Rider ACT 481 

for less than 30 years to receive a payment equal to two years’ worth of payments based 482 

on the average annual credits received during the most recent three years.  These 483 

customers could continue on Rider ACT to a maximum time period of 30 years if they do 484 

not elect the voluntary payment option. 485 

 486 

Q. How many customers would be affected by ComEd’s proposal to terminate Rider 487 

ACT? 488 

A. Approximately 225 customers receive service under Rider ACT.  About 130 of these 489 

customers would be subject to the mandatory removal provision of Rider ACT if the 490 

Commission adopts ComEd’s proposed changes.  (See ComEd Ex. 12.0 at 23.) 491 

 492 

Q. Has ComEd provided a rationale for its proposal to terminate Rider ACT? 493 

A. No.  The Direct Testimony of ComEd witnesses Mr. Alongi and Ms. Jones only 494 

described their proposal to phase-out and terminate Rider ACT.  (See ComEd Ex. 12.0 at 495 
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22.)  I am not aware of any studies or supporting evidence that justifies the need to 496 

eliminate Rider ACT, nor has ComEd provided any with its testimony. 497 

 498 

Q. Does it appear that ComEd has provided any benefits, other than the one-time 499 

payment, to the Rider ACT customers for terminating Rider ACT? 500 

A. No. 501 

 502 

Q. Does it appear that ComEd presented any study demonstrating that the one-time 503 

payment is adequate compensation for terminating Rider ACT? 504 

A. No. 505 

 506 

Q. What is the potential cost impact to customers who are removed from Rider ACT 507 

under ComEd’s proposal? 508 

A. It is unknown what the final cost impact will be for each customer.  The impact will vary 509 

for each customer, depending on customer size (kW) and the facilities installed and 510 

owned by the customer.  Some customers will simply lose the monthly credit yet they 511 

will continue to own, maintain and use their transforming facilities.  Others may have 512 

additional charges assessed under Rider NS for “nonstandard services.” 513 

 514 

Q. Why will ComEd assess the former Rider ACT customers additional charges for 515 

“nonstandard services?” 516 

A. It is unclear.  ComEd witnesses Mr. Alongi and Ms. Jones testified that Rider NS – 517 

Nonstandard Service (“Rider NS”) would be available to these customers, and that the 518 
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former Rider ACT customers would have “any applicable Rider NS charges computed on 519 

the basis of having ComEd provided standard transformation.”  (ComEd Ex. 12.0 at 23.)  520 

ComEd does not present any additional explanation in its testimony for the imposition of 521 

Rider NS charges upon these customers. 522 

 523 

Q. Do you agree with ComEd’s proposal to phase-out Rider ACT? 524 

A. No. 525 

 526 

Q. What concerns do you have? 527 

A. As the Commission recognized in its 05-0597 Order, customers who installed their own 528 

transformation equipment made a capital investment and have maintained this equipment 529 

with the expectation that the Rider ACT credit would compensate them for their 530 

investment.  (See 05-0597 Order at 227-28.)  This was true then, and it remains true now.  531 

ComEd has provided no rationale for the Commission to alter its prior determination.   532 

 533 

In addition, the transforming facilities serving each customer under Rate ACT vary 534 

depending on the technical requirements of each individual customer location.  535 

Therefore, the economics for receiving the one-time buy-out will also vary for each 536 

customer.  As I previously stated, I am unaware of any ComEd study that demonstrates 537 

that the one-time payment is adequate compensation for eliminating the Rider ACT 538 

credits, nor has any ComEd witness presented such a study in support of its proposal. 539 

 540 
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Q. What is your recommendation concerning Rider ACT? 541 

A. ComEd failed to provide a substantive rationale for termination of Rider ACT, nor has it 542 

demonstrated a purported benefit to the customers for doing so.  As it did in its Order in 543 

the last ComEd rate case, I recommend the Commission again reject ComEd’s attempts 544 

to eliminate Rider ACT.   545 

 546 
VII. 547 

CONCLUSION AND RECOMMENDATIONS 548 

Q. Please summarize your overall conclusions and recommendations. 549 

A. The position of REACT can be summarized as follows: 550 

• ComEd’s embedded cost-of-service study is seriously flawed and cannot justify 551 

ComEd’s proposed exorbitant rate increase for customers with demands 552 

exceeding 10 MWs.  As detailed in the testimony of Mr. Bodmer (REACT Ex. 553 

2.0), the Commission should reject the unfair and disproportionate cost increase 554 

to the over-10 MW customers. 555 

 556 

• ComEd’s proposed increases in its delivery services rates improperly allocate 557 

costs related to the procurement of energy to the delivery services rates of 558 

ComEd’s customers.  As detailed in the testimony of Mr. Merola (REACT Ex. 559 

3.0), the proposal is not only unfair to individual customers who obtain their 560 

electric supply from a RES, but also would impede the development of the 561 

competitive market for small commercial and residential customers, because 562 

RESs would be forced to compete against an artificially deflated ComEd supply 563 

rate.  From REACT’s perspective, fairness and sound regulatory policy dictate 564 

that it is ComEd’s supply customers who should be asked to pay for the costs 565 

associated with their procurement. 566 

 567 
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• ComEd has not justified its proposal to increase line losses assigned to the over-568 

10 MW customer classes. ComEd updated its customer distribution line losses 569 

just two years ago, in its most recent rate proceeding.  One would not expect such 570 

a drastic increase in the distribution line loss factors over this short time period.  571 

Further, having invested $1.7 billion in distribution infrastructure since its last 572 

rate case, it is puzzling that the distribution line loss factors would not decrease 573 

rather than increase, much less increase in such a disproportionate manner for 574 

only the over-10 MW classes.  Another increase – and it is a dramatic increase -- 575 

in the distribution line loss factors is simply not justified. 576 

 577 

• ComEd has failed to provide a substantive rationale for termination of Rider 578 

ACT, nor has it demonstrated a purported benefit to the customers for doing so.  579 

As it did in its Order in the last ComEd rate case, the Commission should reject 580 

this proposal. 581 

 582 

Q. Does this conclude your direct testimony? 583 

A. Yes. 584 


