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Section I. 1 

Introduction and Qualifications 2 

Q. Please state your name and business address. 3 

A. My name is Ralph Zarumba.  My business address is 8301 Greensboro 4 

Drive, McLean, Virginia, 22102. 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed by Science Applications International Corporation 7 

(“SAIC”) as Director – Economic Analysis. 8 

Q. On whose behalf are you testifying in this proceeding? 9 

A. I am testifying on behalf of The Building Owners and Managers 10 

Association of Chicago (“BOMA/Chicago”).  BOMA/Chicago is 11 

comprised of 270 office building members and advocates for the 8,000 12 

large and small businesses, governmental agencies, not-for-profit 13 

organizations, and other tenants employing over 240,000 people who work 14 

in those buildings.  BOMA/Chicago’s membership accounts for over 82% 15 

of all the office square footage in downtown Chicago and approximately 16 

5% of the total customer load of Commonwealth Edison Company 17 

(“ComEd” or “the Company”).   18 

Q. Would you please summarize your professional qualifications? 19 

A. I have 23 years experience in the energy industry as an economist.  Since 20 

1996 I have worked as a consultant in the energy industry.  I joined 21 

Science Applications International Corporation (“SAIC”) in 2004 in my 22 
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current capacity.  The focus of my practice at SAIC includes development 23 

of strategy and procurement of electric power for large end-users such as 24 

The Metropolitan Transit Authority of New York and the Port Authority 25 

of New York and New Jersey.   Before joining SAIC I managed the 26 

market analysis practice within the consulting group of Sargent & Lundy, 27 

an engineering and consulting firm specializing in the electric power 28 

industry and headquartered in Chicago.  The market analysis performed by 29 

myself and my staff focused upon the development of generation assets in 30 

North and Central America and the generation asset decisions by utilities.   31 

Before joining Sargent & Lundy I founded Analytical Support Network, 32 

Inc. (“ASNI”).  ASNI specialized in regulatory and economic analysis for 33 

the electric power industry.  34 

 Before entering consulting I worked for a number of electric and electric 35 

and gas utilities in the United States including Illinois Power Company. 36 

Q. Have you performed any training associated with electric tariff 37 

design? 38 

A. Yes.  I have drafted numerous tariffs and two open access transmission 39 

tariffs domestically, trained regulatory staff and commissioners on tariff 40 

design, and drafted tariff plans and co-authored market designs 41 

internationally for the Republic of Macedonia, Bulgaria, Bosnia and 42 

Herzegovina, Croatia and Albania. 43 

 My resume is provided in BOMA/Chicago Exhibit 1.1. 44 
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Q. Have you previously testified before the Illinois Commerce 45 

Commission (the “Commission” or “ICC”)? 46 

A. Yes, I have testified before the ICC and the state regulatory commissions 47 

of Massachusetts, Rhode Island and Wisconsin.  I have also testified 48 

before the Federal Energy Regulatory Commission and appeared as an 49 

expert witness in other legal proceedings associated with energy matters. 50 

Section II. 51 

Purpose and Scope 52 

Q. What is the purpose of your testimony? 53 

A. My testimony addresses the rate designs proposed by ComEd and 54 

describes the impacts that rate design has had on the commercial office 55 

building industry in the downtown central business district.  More 56 

specifically: (1)  I will discuss the quantification of the long-term 57 

increases in the retail distribution tariffs of the Company, and; (2) The rate 58 

impacts of the elimination of Rider 25 – Space Heating Service.   59 

Q. How is the balance of your testimony organized? 60 

A. My testimony is organized as follows: 61 

 Section III provides a summary of my conclusions and recommendations; 62 

 Section IV describes the distribution rate classes which BOMA/Chicago 63 

buildings receive service;  64 
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 Section V provides a discussion of the long-term impacts on the 65 

distribution rate classes that generally serve BOMA/Chicago Buildings for 66 

the past several years; 67 

  Section VI  examines the rate increases experienced by office buildings 68 

generally and especially those due to the elimination of Rider 25; 69 

 Section VII summarizes my recommendations. 70 

Section III. 71 

Conclusions and Recommendations 72 

Q. Please provide your conclusions and recommendations.  73 

A. My conclusions and associated recommendation are as follows:  74 

 (1) The distribution rate classes that serve BOMA/Chicago buildings have 75 

experienced significant rate increases compared to other ComEd customer 76 

classes since the inception of retail electric competition;   77 

 (2) A subclass of BOMA/Chicago Buildings, the former Rider 25 electric 78 

space heating accounts, experienced severe rate shock due to the 79 

elimination of Rider 25 – Electric Space Heat Service;    80 

 (3) Some program, rate design or alternative measure is necessary in order 81 

to alleviate the rate impacts experienced by the former Rider 25 82 

customers. 83 

 84 

 85 

 86 
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Section IV. 87 

BOMA/Chicago Buildings Have Experienced Significant Increases in 88 

Distribution Tariffs Since This Service Was Established in 1999. 89 

Q. Which ComEd distribution delivery classes are commonly used by 90 

BOMA/Chicago buildings? 91 

A. From my understanding, all 270 BOMA/Chicago member buildings are in 92 

the Competitively Declared Customer Group (over 100 kW).  93 

BOMA/Chicago buildings range from 400 kW to over 10,000 kW, with 94 

the majority in the Large Load and Very Large Load classes.   95 

Q. What are the anticipated impacts to those distribution delivery classes 96 

proposed by the Company in this proceeding? 97 

A. If the Company’s proposed tariffs are accepted as filed, the Large Load 98 

and Very Large Load will experience distribution rate increases of 13.1% 99 

and 10.3% respectively. 100 

Q. How do the proposed increases in these tariffs compare to the 101 

increases other customers of the Company will experience if the 102 

proposed rates are accepted? 103 

A. According to ComEd’s Exhibit 11 at page 9, ComEd’s proposed overall 104 

increase in its delivery service revenue requirement is approximately 21% 105 

on a per kWh delivered basis.   106 

Q. In his direct testimony Mr. Crumrine stated: “Notwithstanding this 107 

proposal, as noted earlier in this testimony, ComEd proposes to work 108 
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with Staff and the customers in the four classes that face large 109 

percentage increases to mitigate the proposed increase and establish a 110 

plan to move these customers’ rates to cost.”  (Crumrine Direct L. 111 

198-201)).  Please comment on Mr. Crumrine’s statement.   112 

A. BOMA/Chicago strongly urges ComEd, the Commission and other parties 113 

in this proceeding to take a longer term view of the rate impacts 114 

experienced by customers before implementing a mitigation plan.   115 

Q. Please describe long-term rate impacts. 116 

A. Long-term impacts can be illustrated in the following simple hypothetical 117 

example.  Consider a utility with only two rate classes – Rate A and Rate 118 

B.  The utility has recently successfully received an increase in rates (Case 119 

1) and subsequently files for an additional rate increase (Case 2).  In Case 120 

1 Rate A received a 20% increase and Rate B no increase.  Conversely, in 121 

Case 2 the opposite result is proposed – Rate A is proposed to receive no 122 

increase and Rate B’s proposed increase is 20%.  If the impacts of both 123 

Cases are considered the two rate classes’ are receiving the same 124 

increases.  If only the current proceeding is considered Rate B will be 125 

receiving a significant increase compared to Rate A.  126 

Q. What policy guidance can be provided to the Commission from this 127 

example? 128 
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A. The Commission should evaluate the long-term rate impacts shown below 129 

and illustrated by BOMA/Chicago witness Sharfman before considering 130 

any extraordinary measures to mitigate rate increases.   131 

Section V. 132 

BOMA/Chicago Distribution Tariff Classes Have Received Among 133 

the Highest Rate Increases for Distribution Service 134 

Q. Has BOMA/Chicago prepared an analysis of the distribution rate 135 

increases by customer classes since 1999? 136 

A. Yes.  This analysis was prepared by BOMA/Chicago witness Sharfman 137 

and is discussed below. 138 

Q. Would you please summarize the results of Mr. Sharfman’s analysis?  139 

A. As illustrated in BOMA/Chicago Exhibits 1.2 and 1.3, the customer 140 

classes that serve BOMA/Chicago buildings have received very significant 141 

increases.   Although BOMA/Chicago buildings span a significant range 142 

of size, many fall into the 800 kW – 6,000 kW range.  Customers in this 143 

range have experienced increases in their distribution tariffs of 40 – 55% 144 

for the period 1999 – 2007. 145 

Q. How does this increase compare to residential customer classes? 146 

A. Residential customers received increases for the relevant time period of 147 

only 0.27% for single family non-space heating customers and 6.11% 148 

4.41% for single family space heating customers.  Multi-family residential 149 

customers actually experienced decreases in distribution tariffs.      150 
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Q. What do you conclude? 151 

A. The customer classes applicable to BOMA/Chicago buildings have 152 

experienced significant rate increases for distribution service in the last 153 

several years, especially in comparison to residential classes.    154 

Q. Should the Commission consider rate impacts before approving a rate 155 

design? 156 

A. Rate impacts should be considered before approving a rate design as well 157 

as other factors.  However, the Commission should not look at the impacts 158 

from a single proceeding in a vacuum, especially if a number of rate 159 

adjustments have occurred in the recent past or will be expected in the 160 

future.  The history of rate impacts indicate that the classes receiving 161 

smaller increases in this proceeding, if the cost of service basis is adopted, 162 

have in the past received very significant increases.  Therefore, any 163 

mitigation adjustments should address those customers and classes that 164 

have received the most significant long-term rate impacts since the 165 

inception of retail electric competition.   166 

Section VI. 167 

Quantification of the Impacts to BOMA/Chicago members and to the 168 

Former Rider 25 Customers 169 

Q. Please state the Commission’s finding in ICC Docket No. 07-0166 170 

regarding Rider 25 – Space Heating Service. 171 

A. The Commission stated: 172 
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Finally, while BOMA produced data supporting the 173 
possibility of a disproportionate and discriminatory rate 174 
increase, the Commission finds the evidence presented by 175 
ComEd and Staff to be more persuasive on this point. 176 
ComEd argued that the rate increases experienced by 177 
former Rider 25 customers with demands over 400 kW 178 
were not markedly higher than those experienced by non-179 
electric space heating customers, and were reasonable when 180 
compared to the hourly service. To determine whether the 181 
increase was disproportionate and discriminatory, the 182 
Commission compares the Rider 25 rates to those under 183 
Rate BES-H. This comparison is appropriate because BES-184 
H is the only service available to those customers under 185 
ComEd’s tariffs effective after January 2, 2007. Comparing 186 
those rates reveals that the increases in 2007 are within the 187 
range of reasonableness and are neither disproportionate 188 
nor discriminatory.  (Final Order, ICC Docket 07-0166 at 189 
pg. 28). 190 
 191 

Q. Have you quantified the impact to BOMA/Chicago buildings and the 192 

Rider 25 customers? 193 

A. Yes.  BOMA Witness Sharfman has detailed the impacts to all customer 194 

classes since the inception of retail competition in Illinois from a bundled 195 

and an unbundled basis.  The results of these analyses are illustrated in 196 

BOMA Exhibit 1.4 indicate increases as large as 85% 116%.  Clearly, this 197 

is very severe rate shock experienced by these customers.   198 

Q. Would you conclude that the former Rider 25 Customers have 199 

suffered “disproportionate and discriminatory” impacts? 200 

A. Yes.  In contrast, according to the Staff Report to the Commission in 07-201 

0166, residential customer impacts were estimated by Staff to be 26.2% to 202 

single-family space heating customers and 17.8% to multi-family space- 203 

heating customers.   204 
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Q. What are your conclusions?  205 

A. The Company has proposed changes to tariffs which have been approved 206 

by the Commission that has severely impacted the former Rider 25 207 

customers. The impacts experienced by the former Rider 25 customers is 208 

significantly larger then that of other space heating customer groups which 209 

have received rate relief.  Debate has occurred in previous proceedings 210 

regarding the magnitude of the impact to these customers which in 211 

response BOMA/Chicago has presented strong evidence in this proceeding 212 

which indicates these customers (i.e. the former Rider 25) have been 213 

severely impacted.   214 

Section VII. 215 

Recommendations 216 

Q. Would you care to make any recommendations? 217 

A. Yes.  Clearly, our analyses show that BOMA/Chicago buildings, and those 218 

heated with electricity through Rider 25, have experienced rate shock, 219 

especially when compared to other customer classes.  My client stands 220 

ready to remedy this situation with the Company and other parties to 221 

facilitate a reasonable and equitable solution to the continuing problem 222 

these buildings are facing.  Failure to address this issue will result in 223 

higher costs for the former Rider 25 customers and for other customers in 224 

the ComEd system. 225 
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 Second, the Commission should take a long-term view on rate impacts.  It 226 

is my opinion that the Company will be returning for additional increases 227 

on a regular basis due to distribution system investments associated with 228 

growth of the Company.  The impacts of these increases should be 229 

examined over the long-run in order to properly judge the severity of rate 230 

increases. 231 

 Finally, in Docket 07-0540 I suggested that the Commission consider a 232 

return to marginal cost of service analysis for at least the establishment of 233 

tariff elements.  I repeat this recommendation in this proceeding.  I feel 234 

that the use of a marginal cost of service analysis will provide guidance 235 

for the coordination of tariff design and the utility sponsored energy 236 

efficiency programs which the Company is currently preparing to 237 

implement. Furthermore, the use of marginal costs would provide 238 

additional information and guidance for the allocation of costs between 239 

customer classes.  240 

Q. Does this conclude your direct testimony? 241 

A. Yes. 242 


