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STATE OF ILLINOIS 

BEFORE THE ILLINOIS COMMERCE COMMISSION 
 

Commonwealth Edison Company 
 
Proposed General Increase in Rates. 
 

: 
: 
: 

 
ICC Docket No. 07-0566 

 
REBUTTAL TESTIMONY OF EDWARD C. BODMER 

 
I. INTRODUCTION 

Q. What is your name and business address.  1 

A. My name is Edward C. Bodmer. My business address is 5951 Oakwood Dr., 2 

Lisle, Illinois 60532.  3 

 4 

Q. Did you present direct testimony in this case?  5 

A. Yes, I submitted to the Illinois Commerce Commission (“Commission”) direct 6 

testimony on behalf of the coalition to Request Equitable Allocation of Costs 7 

Together1 (“REACT”), providing a discussion of the way in which the cost of 8 

service study presented by Commonwealth Edison Company (“ComEd”) fails to 9 

accurately reflect the costs that ComEd incurs to provide service to its over-10 10 

MW customers.  In my direct testimony, I made the following three (3) 11 

fundamental points: 12 

 13 
                                                 
1 The REACT members presently include: A. Finkl & Sons, Co.; Alsip Paper Condominium Association; 
Aux Sable Liquid Products, LP; City of Chicago; Commerce Energy, Inc.; Flint Hills Resources, LLC; 
Integrys Energy Services, Inc.; Metropolitan Water Reclamation District of Greater Chicago; PDV 
Midwest Refining LLC; United Airlines, Inc.; and Wells Manufacturing, Inc.  The opinions herein do not 
necessarily represent the positions of any particular member of REACT.  In addition, I also have submitted 
direct and rebuttal testimony on behalf of the City of Chicago, in which I addressed other issues solely on 
behalf of the City of Chicago. 
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First, ComEd’s proposed rate increase for the over-10 MW classes is 14 

massive – more than 120% – and disproportionate – in the context of an 15 

overall system average request for a 21% increase.  The Commission 16 

should very closely scrutinize the basis for this proposed increase for large 17 

customers that is approximately six times the system average increase.   18 

 19 

Second, ComEd’s proposed increase for the over-10 MW customers is not 20 

derived from changes in the manner in which these customers use 21 

delivery services and, more importantly, the allocation of ComEd’s 22 

proposed increase is not at all supported by a coherent cost of service 23 

analysis. 24 

Third, the Commission should require ComEd to adopt a more rational 25 

approach for allocating costs to over-10 MW customer classes.  ComEd 26 

should analyze the actual facilities used to serve its 79 extra large 27 

customers, and then use the actual data to allocate the cost of service.  28 

Unfortunately, ComEd has refused to voluntarily compile the actual cost 29 

of service data for inclusion in this proceeding.  As a result, to the extent 30 

that the Commission allows a rate increase, that increase for these 31 

customers should be no larger, on a percentage basis, than the overall 32 

system revenue requirement increase. 33 

These basic, straightforward conclusions continue to form the foundation for my 34 

testimony. 35 
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II. INITIAL REACTIONS TO THE TESTIMONY 36 
 37 

Q. Do you have any initial reaction to the direct testimony filed by Commission 38 

Staff (“Staff”) and other intervenors as well as the rebuttal testimony of 39 

ComEd with respect to ComEd’s proposed cost of service measurement for 40 

the over-10 MW classes?  41 

A. Yes.  The comments of numerous intervenors’ expert witnesses as well as 42 

ComEd’s own consultants demonstrate that ComEd’s cost of service study is 43 

woefully unacceptable and produces illogical, highly prejudicial results for 44 

ComEd’s over-10 MW customers.  The results of ComEd’s proposed cost study 45 

inappropriately would whack ComEd’s 79 largest customers with more than a 46 

120% rate increase – to the tune of an increase of tens of millions of dollars 47 

per year – not because they have done anything to increase ComEd’s cost to 48 

provide delivery services, but rather solely as a result of ComEd’s botched 49 

allocation methodology.  In short, the testimony of ComEd and other intervenors 50 

confirms the necessity to develop a fresh approach to cost of service measurement 51 

for ComEd’s very large customers. 52 

 53 

 In my direct testimony, I asked the question: “What did the over-10 MW 54 

customers do to deserve such a disproportionate, massive rate increase?”  55 

(REACT Ex. 2.0 at 4, lines 64-65.)  ComEd refused to answer that question, 56 

apparently recognizing that to answer that question it would have to admit that 57 

these very large customers have done nothing to justify this massive increase.  58 

Nevertheless, ComEd continues to press forward with an admittedly inaccurate, 59 
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fundamentally flawed methodology to assign costs to these customers.  Instead of 60 

confronting the problems that are the core of its allocation methodology, in its 61 

rebuttal testimony ComEd offered a misnamed “mitigation plan.” 62 

 63 

Q. What is misleading about ComEd referring to its proposal as a “mitigation 64 

plan”? 65 

A. Prior to thinking about “mitigating” ComEd’s proposed increase, the Commission 66 

must determine if there is a legitimate basis for that original proposal.  There is 67 

not.  Further, what ComEd has proposed is simply to delay the proposed increase, 68 

requiring as a condition of its proposal that the Commission take the highly 69 

unusual step of pre-determining the size of the increase it would assign to 70 

ComEd’s over-10 MW customers in ComEd’s next rate case.  Essentially, ComEd 71 

has proposed that the Commission approve an unjustified increase now of more 72 

than 60% and promise that it will impose another unjustified increase of 60% in 73 

ComEd’s next rate case; perhaps ComEd believes that this somehow is “better” 74 

than an unjustified increase of more than 120% now.  The Commission should 75 

reject the unjustified increase, not phase it in. 76 

 77 

III. SUMMARY OF REBUTTAL TESTIMONY OBSERVATIONS 78 

 79 

Q. Please summarize your rebuttal testimony. 80 

A. In this testimony I conclude that: 81 

• The testimony of ComEd and other intervenors reaffirms that the only 82 

reasonable alternative with respect to cost of service measurement for 83 
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over-10 MW ratepayers is to analyze particularized actual costs as a basis 84 

for calculating applicable rates. 85 

• The benefits of computing particularized costs on a transparent basis far 86 

outweigh the costs, given the gigantic rate increases ComEd seeks to 87 

impose on the ratepayers and given the likely, far-reaching negative 88 

economic impacts of the rate increase. 89 

• ComEd’s silence on certain issues is as important as the statements it 90 

made in its rebuttal testimony.  Two important issues are the lack of 91 

response to rate comparisons and the omission of any testimony stating 92 

that ComEd could not compute particularized costs. 93 

• ComEd’s inappropriate and inflammatory statements that over-10 MW 94 

ratepayers are somehow being “subsidized” should be ignored by the 95 

Commission.  ComEd’s position is ironic at best – ComEd refuses to even 96 

discuss computing particularized costs for the over-10 MW customers, yet 97 

basically accuses those customers of having gotten a free ride.  This 98 

position is unsupported by the data that ComEd has presented and 99 

undermined by Commission findings in prior rate proceedings (e.g., ICC 100 

Docket No. 05-0597). 101 

 102 

Q. Please summarize the flaws that you have identified in ComEd’s embedded 103 

cost of service study (“ECOSS”) for the over-10 MW customers. 104 

A. ComEd’s ECOSS has a number of flaws that render the study useless for setting 105 

rates for over-10 MW customers.  Some of the problems are specific and obvious 106 

while other problems are more generic.  Among the problems with the ECOSS 107 

are: 108 
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• Including the cost of secondary wire in the cost for the over-109 

10 MW ratepayers (the secondary system is defined by ComEd as 110 

the part of the system that operates at 3,740 volts or less); 111 

• Including the cost of distribution lines in the high voltage class 112 

when many of the those ratepayers use no distribution lines 113 

whatsoever; 114 

• Assuming that the age of the lines, the quantity of poles, and the 115 

spans of primary under-ground and overhead lines will be the same 116 

for over-10 MW ratepayers as other ratepayers if the non-117 

coincident load is the same; and  118 

• Assuming the cost of tree trimming, the cost of underground cable 119 

repairs, and other distribution line costs will be the same for over-120 

10 MW ratepayers as other ratepayers if the load is the same.  121 

 122 

Q. Would it be appropriate for ComEd to try to correct the specific flaws that 123 

have been identified in its ECOSS? 124 

A. Tweaking the ECOSS at the edges would not remedy the situation.  Fixing 125 

obvious mistakes in ComEd’s ECOSS such as measurement of secondary wire 126 

would fail to address the fundamental problem that ComEd’s ECOSS is simply 127 

far too crude to address the complex, real-world configuration of ComEd’s very 128 

large ratepayers.  Until a much more fundamental change is made to the ComEd 129 

cost of service study approach with respect to the over-10 MW classes, the 130 

Commission should simply limit the percent rate increase of this class to the 131 

overall system-wide average increase. 132 

 133 
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Q. Please explain how ComEd responded to your recommendation that it 134 

compute actual costs on a transparent basis for its largest customers rather 135 

than continue to rely upon a flawed embedded cost of service study. 136 

A. In my direct testimony I recommended that ComEd compute the specific costs for 137 

its 79 largest customers and then aggregate the particularized costs across all 138 

ratepayers in the class to evaluate the true cost of service for the two over-10 MW 139 

classes.  Without any analysis, ComEd summarily dismissed this recommendation 140 

as being as being “impractical,” “unnecessary” and “potentially expensive”. 141 

 142 

 ComEd’s witness Heintz, who is ComEd’s consultant in charge of performing 143 

cost of service studies, stated “ComEd urges the Commission to reject this 144 

recommendation as impractical and unnecessary for the purpose of setting 145 

appropriate rates for these customers.”  (ComEd Ex. 33.0 at 15, lines 316-19.)  He 146 

also stated: “The recommendations by several witnesses that ComEd conduct 147 

detailed and potentially expensive ‘audits’ for the purpose of directly assigning 148 

distribution facilities to selected classes should be denied.”  (Id. At 2, lines 31-149 

33.) 150 

 151 

Q. Does the testimony of ComEd or any other witness provide concrete reasons 152 

as to why your proposal is “unnecessary”? 153 

A. No.  To the contrary, the testimony presented by various parties involving rates 154 

and costs for the over-10 MW classes confirms the need for a completely different 155 

approach to measurement of embedded cost of service.  In the end, despite the 156 
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volumes of testimony discussing cost of service and rate design issues for the 157 

over-10 MW classes – classes that currently comprise only 5% of ComEd’s 158 

revenue (ComEd schedule E-5) – the Commission basically has two (2) policy 159 

alternatives.  These are: 160 

 161 

1. Blind application of ECOSS – Endorse ComEd’s proposal to blindly 162 

adhere to the output of its admittedly flawed ECOSS; or 163 

 164 

2. Audit actual costs – Direct ComEd to measure the cost to serve the 165 

customers through audits of actual costs for each of the 79 customers, 166 

so as to evaluate rate levels relative to the depreciated cost that ComEd 167 

actually has on its books for equipment installed to serve each 168 

customer. 169 

 170 

 Inexplicably, in the face of substantial opposition, and without any support, 171 

ComEd has advocated for blind application of the ECOSS – an alternative that is 172 

so illogical and inconsistent with rates for other utility companies that it would 173 

create serious economic problems for companies and entities that are crucial to 174 

the economic viability of northern Illinois.  Apparently, ComEd reached this 175 

conclusion without examining the costs and benefits of these approaches. 176 

 177 

 ComEd also apparently misunderstands the Commission’s position in ComEd’s 178 

last rate case, ICC Docket No. 05-0597, in which the Commission specifically 179 
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expressed doubts about the ECOSS methodology for the over-10 MW customers, 180 

and expressly invited the use of alternative approaches, stating: “the Commission 181 

would be interested in whether any party believes that considering marginal cost 182 

of distribution service has any place in setting electric distribution rates.  The 183 

Commission invites parties to address this subject in ComEd’s next rate case.”  184 

(ICC Docket No. 05-0597, July 26, 2006 Order at 160.  See also id.  at 196.) 185 

 186 

 This second alternative, which involves carefully measuring actual costs for each 187 

customer on a transparent basis, would allow the Commission to avoid debates – 188 

now and in the future – about minimum distribution studies, secondary wire, and 189 

other problems with trying to apply the ECOSS to the over-10 MW classes. 190 

 191 

Q. Are you surprised that ComEd did not perform a cost and benefit analysis to 192 

determine how best to calculate the charges for its largest customers? 193 

A. Yes.  In determining whether an expenditure is necessary, one would expect 194 

ComEd in its normal course of business to perform a cost and benefit analysis.  195 

For example, ComEd’s witness Williams discusses how ComEd uses 196 

sophisticated risk management in evaluating distribution investments.  (See 197 

ComEd Ex. 4.0 at 52, lines 1015-17.)  When evaluating any expenditure, one 198 

would expect the company to at least implicitly consider costs and benefits 199 

instead of blindly dismissing the expenditure.  Apparently, however, ComEd 200 

believes that it can make a vague statement that something is “potentially 201 
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expensive” (ComEd Ex. 33.0 at 2, line 31) and the Commission will accept 202 

ComEd’s word without any analysis whatsoever. 203 

 204 

 ComEd’s implication that individual audits of its 79 largest customers would be 205 

unjustifiably expensive is ironic to say the least, in the context of a rate case in 206 

which ComEd itself has proposed to raise rates for these very customers by tens 207 

of millions of dollars per year.  (ComEd Ex. 33.0 at 2, lines 31-33)  The costs 208 

associated with allowing ComEd blindly to rely upon its proposed study 209 

obviously dwarfs the cost of performing audits for each of the 79 individual very 210 

large ratepayers. 211 

 212 

Q. What are the costs of allowing ComEd to rely upon its proposed study with 213 

respect to cost of service for the over-10 MW classes?  214 

A. The costs of continuing the current “dance” in which ComEd proposes rate 215 

increases of more than 120% for the very largest classes involve both direct and 216 

indirect costs.  The direct costs include shocking increases in delivery services 217 

charges.  The indirect costs include the uncertainty that companies experience 218 

with respect to what their electric bill will be and the economic dislocation that 219 

would be created by ComEd’s massive rate increases.  Obviously, a rate increase 220 

this significant will have a rippling effect in the economy of the region.  The rate 221 

increase is enough to prompt consumers to take compensating actions that could 222 

affect jobs and public service.  Almost surely it will affect decisions of companies 223 
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that might have otherwise expanded their northern Illinois operations or that 224 

might have moved to northern Illinois from some other region of the country. 225 

 226 

 It is against these direct and indirect costs that the “potentially expensive” audits 227 

must be evaluated.  When both costs and benefits are considered, it is quite clear 228 

that the Commission should order ComEd to compute the costs for each very 229 

large customer. 230 

 231 

Q. What in ComEd’s rebuttal testimony supports your conclusion that a more 232 

detailed cost of service study for these 79 over-10 MW customers is 233 

necessary? 234 

A. Although ComEd’s rebuttal testimony takes up many pages, it is the omissions 235 

from the testimony that speak volumes.  Consider ComEd’s omissions regarding 236 

the following topics: 237 

1. ComEd’s ECOSS Is Fatally Flawed.  ComEd does not explain why its 238 

ECOSS improperly allocates numerous costs, including the cost of 239 

secondary wire, to the over-10 MW customers. 240 

2. An Audit Of Actual Costs For The 79 Largest Customers Is 241 

Appropriate.  ComEd does not explain why reliance upon actual costs 242 

would be inappropriate, while its own witness makes comments regarding 243 

the need to measure actual costs in an embedded cost of service study.  244 

(ComEd Ex. 33.0 at 4, lines 66-68.) 245 
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3. An Audit Of Actual Costs For The 79 Largest Customers Is Possible.  246 

ComEd does not deny that it is possible to compute particularized costs for 247 

individual ratepayers in the over-10 MW classes – to the contrary, ComEd 248 

affirmatively stated in response to a data request that it is “technically 249 

possible” to perform such an analysis.  (See ComEd Response to REACT 250 

Data Requests 4.28.)  251 

4. ComEd Focuses More On Revenue Requirements Than Appropriate 252 

Cost Allocation.  ComEd does not explain why it has not hired a single 253 

expert to evaluate the actual costs to serve these 79 customers, while it has 254 

hired many experts to advocate for higher overall revenue requirements.  255 

This demonstrates that ComEd places a lower priority on the need to 256 

accurately allocate the cost of service relative to its desire to continue to 257 

boost its parent’s extremely high stock value. 258 

5. ComEd’s Proposed Rates For Its 79 Largest Customers Do Not Pass 259 

The Smell Test.  ComEd does not deny that its rate level for its largest 260 

ratepayers is very high relative to the rates charged by other utility 261 

companies, thus confirming that something is seriously out of whack with 262 

respect to ComEd’s ECOSS and proposed rates for the over-10 MW 263 

customers. 264 

6. The Largest Customers Are Not Being “Subsidized.” ComEd’s 265 

repeated assertion that the over-10 MW customers are being “subsidized” 266 

ignores fundamental flaws in ComEd’s ECOSS.  The basis for ComEd’s 267 

assertion is quite odd since ComEd itself takes the position that it does not 268 
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measure the actual costs to serve its largest ratepayers, and has no interest 269 

in starting to do so now.  The position is also contrary to the 270 

Commission’s observations in prior cases, such as ICC Docket No. 05-271 

0597.  In that case, the Commission specifically maintained the over-10 272 

MW customer class based, at least in part, on a finding that: 273 

IIEC has made interesting arguments regarding the 274 
cost of serving the very large customers at issue here 275 
and the Commission is persuaded that the cost of 276 
serving such very large customers is potentially lower 277 
than serving significantly smaller customers.   278 

 279 
 (ICC Docket No. 05-0597, July 26, 2006 Order at 196) (emphasis added).  280 

ComEd’s allegation of a subsidy is completely unpersuasive. 281 

 282 

IV. SPECIFIC OBSERVATIONS AND RECOMMENDATIONS 283 

 284 

Q. How is the next part of your rebuttal testimony organized?  285 

A. I discuss each of the seven points above and then I discuss specific issues with 286 

respect to computing particularized actual costs that arise from reviewing the 287 

testimony of other parties. 288 

 289 
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A. COMED’S EMBEDDED COST STUDY IS FATALLY FLAWED 290 

 291 

Q. What point did you make in your Direct Testimony with respect to ComEd’s 292 

proposed use of its ECOSS to set rates for the over-10 MW classes? 293 

A. In my Direct Testimony at pages 13-15, I explained that, when it comes to the 294 

customers in the over-10 MW classes, ComEd’s ECOSS is fatally flawed, and 295 

cannot reasonably be used to calculate their rates. 296 

 297 

I used the case of secondary wire to illustrate the bluntness of ComEd’s ECOSS.  298 

For example, under ComEd’s ECOSS, ComEd assigns as much secondary wire to 299 

a single 10 MW as it assigns to 1,000 residential customers.  IIEC witness Stowe 300 

discussed this issue in far more detail and demonstrated why it is inappropriate to 301 

allocate any cost of secondary wire to the class.  (See IIEC Ex. 3.0 at 12-27, lines 302 

199-439.)   303 

 304 

The obvious error of secondary wire allocation in the ECOSS is a symptom of 305 

much larger problems with the study.  That is, even if ComEd were to “fix” the 306 

secondary line allocation problems, ComEd’s ECOSS improperly ignores the 307 

actual age of equipment, the actual nature of primary lines used to service the 308 

ratepayers, the actual O&M expenses, and other factors that are important to 309 

determine the actual cost of serving the over-10 MW customers. 310 

 311 
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Q. Did ComEd respond in its rebuttal testimony to the secondary wire error in 312 

its ECOSS? 313 

A. Not in a way that resolves the issue.  The remarkable lack of logic ComEd uses in 314 

defending its allocation of secondary wires to over-10 MW ratepayers symbolizes 315 

problems with the entire cost study.  316 

 317 

Q. How did ComEd defend its allocation of secondary wire to ratepayers in the 318 

over-10 MW classes? 319 

A. ComEd’s witness Heintz testifies: 320 

“This matter has been raised and discussed in prior dockets 321 
involving ComEd's ECOSS.  While it is possible that having the 322 
data to perform a primary/secondary split of distribution lines 323 
would improve the ECOSS, ComEd does not record its gross plant 324 
or accumulated depreciation on its books in a manner that would 325 
facilitate changing the ECOSS to recognize this distinction.”  326 
(ComEd Ex. 33.0 at 3, lines 59-64.) 327 

 328 

Mr. Heintz somehow later concludes: 329 

“… the benefit of modifying the ECOSS … is problematic, 330 
compared to the costs involved if the Commission were to order 331 
ComEd to revise its books to accommodate the proposal.”  332 
(ComEd Ex. 33.0 at 4, lines 66-68.) 333 

 334 

Q. Can you restate the “logic” of ComEd’s response with respect to secondary 335 

lines? 336 

A. The “logic” Mr. Heintz uses to defend ComEd’s proposed allocation of secondary 337 

wires to ratepayers in the over-10 MW classes can be summarized as follows: 338 

1. ComEd admits that the ECOSS is wrong.  ComEd knew that this 339 

was a problem, based upon testimony from prior rate cases. 340 
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2. It would be expensive for ComEd to fix a problem that only affects 341 

certain ratepayers. 342 

3. Therefore, the ComEd ECOSS is reasonable. 343 

 ComEd’s position is unpersuasive and illogical, and should be soundly rejected by 344 

the Commission.  Instead, the Commission should direct ComEd to look at the 345 

actual costs it incurs to provide service to its 79 largest customers. 346 

 347 

Q. Is it important that ComEd compute the net book value of equipment on a 348 

particularized basis for its over-10 MW customers?  349 

A. Yes.  By not particularizing costs, ComEd assumes the following costs are the 350 

same for one over-10 MW (low voltage) ratepayer that has the same non-351 

coincident peak load as 1,000 single-family residential ratepayers: 352 

• Age of the lines 353 

• Quantity of poles 354 

• Quantity of primary lines 355 

• Quantity of secondary lines 356 

• Distance of underground lines 357 

• Distance of overhead lines 358 

• Cost of tree trimming; and 359 

• Cost of underground cable repairs. 360 

In fact, the costs of serving the single 10 MW ratepayer may well be much less 361 

than the group of single family residential ratepayers because the single 10 MW 362 

ratepayer may use older equipment, may not be located in the downtown business 363 
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district, may not request underground service for aesthetic purposes, and may be 364 

located closer to the transmission substation than the typical residential customer.  365 

Additionally, the 10 MW customer probably will not use secondary wire and, as 366 

IIEC witness Stowe pointed out, there likely are economies of scale in serving the 367 

large ratepayer.  (See IIEC Ex. 1.0 at 16, lines 289-96; IIEC Ex. 3.0 at 3, lines 19-368 

27; DOE Ex. 1.0 at 3-4, lines 54-69 and at 9-10, lines 185-225. )  Of course, these 369 

suggested cost differences are generalizations based on my experience and 370 

observations.  One would need to perform an audit of the actual costs for each 371 

ratepayer to confirm the cost differences, and ComEd has refused to even begin 372 

that process.  (See ComEd Response to City of Chicago Data Request 2.34; 373 

ComEd Response to REACT Data Requests 4.28, 4.31, and 4.32.) 374 

 375 

B. AN AUDIT OF ACTUAL COSTS TO SERVE 376 
 THE 79 LARGEST CUSTOMERS IS AN APPROPRIATE  377 
 BASIS FOR CALCULATING THEIR RATES 378 

 379 

Q. Would it be appropriate for ComEd to conduct an audit to determine the 380 

actual costs to serve its over-10 MW customers? 381 

A. Yes.  It would be wholly appropriate for ComEd to use an audit of actual costs to 382 

calculate costs for its 79 largest customers.  Indeed, particularizing costs would be 383 

in line with the methodologies that ComEd claims to endorse. 384 

 385 

Q. Would particularization of costs affect the measured cost of service?  386 

A. Yes.  I used the example of a specific ratepayer in my direct testimony.  (REACT 387 

Ex. 2.0 at 17-18, lines 344-85.)  In that example, the net book value was not 388 
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difficult to compute because the ratepayer is served directly from transmission 389 

lines and the only distribution facility owned by ComEd is a substation at the site.  390 

All of the distribution lines on the ratepayer’s premise are owned by the ratepayer 391 

and not by ComEd.  Since 27% of the cost of service for the ratepayer is 392 

supposedly for distribution lines, a particularized cost study would come up with 393 

lower costs.  Further, a particularized study would reflect the fact that, since the 394 

substation serving the ratepayer is more than thirty years old, it is either fully 395 

depreciated or almost depreciated and the net rate base associated with the 396 

ratepayer is nothing at all. 397 

 398 

Q. Does ComEd itself testify that embedded costs should reflect the actual cost 399 

on its books? 400 

A. Yes.  In discussing alternative allocation methods, Mr. Heintz makes the 401 

statement: “ComEd's ECOSS is not grounded on speculative and debatable 402 

allocation theories; it is grounded in costs that are on ComEd's books.”  (ComEd 403 

Ex. 33.0 at 14, lines 299-300.)  Of course, on the one hand, Mr. Heintz’s 404 

statement is simply wrong: in fact, ComEd’s ECOSS is grounded in highly 405 

speculative and debatable assumptions, as demonstrated by numerous witnesses.  406 

(See IIEC Ex. 1.0 at 16, lines 289-96; IIEC Ex. 3.0 at 3, lines 19-27; DOE Ex. 1.0 407 

at 3-4, lines 54-69 and 9-10, lines 185-225. )  But, on the other hand, the point 408 

that an appropriate cost study should be grounded in costs that are on the utility’s 409 

books is exactly right.  The philosophy espoused by ComEd supports the 410 
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Commission requiring ComEd to compute actual costs that are on its books to 411 

serve very large customer classes on a customer-by-customer basis. 412 

 413 

C. AN AUDIT OF ACTUAL COSTS FOR  414 
COMED’S 79 LARGEST CUSTOMERS IS POSSIBLE 415 

 416 

Q. Is ComEd capable of computing the cost to serve its 79 largest customers on 417 

a particularized basis? 418 

A. Yes.  In my direct testimony, I noted that ComEd acknowledges that it can 419 

compute cost of service for individual ratepayers.  (See React Ex. 2.0 at 20-21, 420 

lines 434-50.)  I presented the company’s response to a data request in which it 421 

admitted that it could in fact compute net book value on a ratepayer by ratepayer 422 

basis.  (See ComEd Response to City of Chicago Data Request 2.34.)  The fact 423 

that ComEd did affirmatively acknowledge that computation of the book value of 424 

plant associated with individual ratepayers was possible means that cost of service 425 

can be particularized.  The most notable point in ComEd’s rebuttal testimony is 426 

what ComEd did not say on the subject.  ComEd did not deny that it can compute 427 

the costs; instead, ComEd only stated that the exercise would be “potentially 428 

expensive.” 429 

 430 

Q. Is there any additional evidence to suggest that it is possible for ComEd to 431 

audit the actual costs associated with providing delivery services to its 79 432 

largest customers? 433 
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A. Yes.  As stated above, ComEd has admitted that it could perform an audit of its 434 

largest customers to determine the costs associated with providing delivery 435 

services to them.  Furthermore, ComEd already has investigated specific 436 

information regarding each transformer that is used to provide service to each of 437 

its customers in the over-10 MW high voltage class.  (See ComEd Response to 438 

REACT Data Request 5.01.) 439 

 440 

Q. Does the way ComEd computes line loss for the over-10 MW high voltage 441 

class provide precedent for computing particularized cost of service? 442 

A. Yes.  ComEd has suggested that it computes the line loss on a transformer-by-443 

transformer basis for each transformer that provides service to a customer in the 444 

over-10 MW high voltage class.  This computation is made through an analysis of 445 

the specific transformation equipment that is used for individual ratepayers.  If 446 

ComEd can compute the line loss experienced from the facilities used by 447 

individual ratepayers, the obvious question is why not compute the net book value 448 

of equipment used to serve the ratepayers?  ComEd’s testimony again fails to 449 

provide an answer. 450 

 451 

Q. Would the allocation of ComEd operation and maintenance expenses pose a 452 

problem for computing particularized costs?  453 

A. No.  A reasonable allocation of overall operation and maintenance expense could 454 

be determined for each ratepayer that considers specific expenses associated with 455 

substation equipment as well as the span of wire used to serve the ratepayers and 456 
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the type of lines used to serve the ratepayers (i.e., underground versus overhead 457 

lines).  Certainly, such particularized reasonable allocation approaches would be 458 

vastly superior to the ECOSS assumptions that clearly are wide of the mark. 459 

 460 

Q. Should the Commission refrain from ordering ComEd to compute 461 

particularized cost because of the cost involved? 462 

A. No.  ComEd suggests that the costs associated with conducting the required audit 463 

of the facilities would be “potentially expensive.”  (ComEd Ex. 33.0 at 2, lines 464 

31-32.)  The most significant statement that ComEd made with respect to this 465 

issue is its use of the word “potentially.”  (Id.)  ComEd is asking the Commission 466 

to rule against accurate cost measurement which could affect ratepayer bills by 467 

millions of dollars because of the statement that the analysis may be “potentially” 468 

costly.  At the same time ComEd is asking the Commission to approve rate case 469 

expenses that include numerous consultants that defend its revenue requirement.  470 

Obviously when something affects ComEd’s bottom line, it worries much less 471 

about the cost than when something affects the bottom line of an over-10 MW 472 

ratepayer. 473 

 474 

Without any cost-benefit analysis and without any quantification of the costs 475 

involved to compute individual cost of service, the statement with respect to the 476 

cost of the audits should have no effect on the Commission’s ultimate decision on 477 

this matter.  478 

 479 
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D. COMED’S PROPOSED RATES FOR ITS  480 
79 LARGEST CUSTOMERS DO NOT PASS THE SMELL TEST 481 

 482 

Q. How did ComEd respond to testimony with respect to its proposed rate level 483 

for its large customers relative to the rates charged by other utility 484 

companies? 485 

A. ComEd offered no rebuttal to the testimony that explained how ComEd’s 486 

proposed rates are simply out of line with the rates other utilities charge their 487 

largest customers.  In earlier cases, ComEd proudly pointed out that its 488 

distribution rates are below those of other companies.  For example, in the order 489 

in ICC Docket No. 01-0423 (March 28, 2002 at 22-23), the Commission cited 490 

ComEd’s testimony that its distribution rates were at the low end of a comparison 491 

with ten other distribution companies.  The fact that ComEd did not respond to 492 

my testimony or the testimony of IIEC witness Stephens on this issue is notable. 493 

(IIEC Ex. 1.0 at 8-10, lines 160-76.)  If ComEd’s cost of service for large 494 

ratepayers were consistent with cost of service measurement in other jurisdictions, 495 

rates would also be reasonably similar.  The record in this case with respect to rate 496 

comparisons therefore further confirms that ComEd’s cost of service 497 

measurement is not credible for the very large rate classes. 498 

 499 
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E. COMED’S UNSUPPORTED ALLEGATIONS  500 
OF A “SUBSIDY” ARE INAPPROPRIATE AND INFLAMMATORY 501 

 502 

Q. Mr. Crumrine repeatedly testifies that 10 MW ratepayers are being 503 

“subsidized.”  Is his assertion correct?  504 

A. No.  Mr. Crumrine’s repeated use of the term “subsidies” regarding this issue is 505 

misleading; frankly, it is disappointing that someone of Mr. Crumrine’s stature 506 

would misuse this term. 507 

 508 

In order for there to be a “subsidy” there must be a clear understanding of what 509 

costs are appropriately allocated to each customer class.  In this proceeding, 510 

there is no legitimate basis upon which the Commission could conclude what the 511 

costs are to serve the over-10 MW customers.  Instead, the sole basis is an 512 

ECOSS that even ComEd cannot seriously suggest reflects the actual costs to 513 

serve those customers; indeed, ComEd has recognized limitations and flaws with 514 

the ECOSS since at least 2005..  (See ICC Docket No. 05-0597, July 26, 2006 515 

Order at 156 (noting ComEd’s position that “for purposes of establishing delivery 516 

service charges, ComEd generally supports the use of a marginal cost of service 517 

study,” rather than an ECOSS).)  Without a fundamental analysis of appropriate 518 

allocation, it is wrong to suggest that a subsidy exists. 519 

 520 

Further, I recall that Mr. Crumrine was a strong advocate of the marginal cost of 521 

service study (“MCOSS”) which produced very different results from the current 522 

ECOSS.  If Mr. Crumrine were to use the MCOSS in evaluating whether 523 
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“subsidies” exist in this case, he would come to a very different conclusion.  Until 524 

ComEd fixes its cost of service analysis, one simply cannot determine whether a 525 

class or a ratepayer is being subsidized or is subsidizing other ratepayers.  526 

 527 

Q. Please elaborate on ComEd’s use of the word “subsidy” with respect to 528 

individual ratepayers.  529 

A. If ComEd makes blanket inflammatory statements using the word “subsidy,” it 530 

must be able to back-up such statements with customer-specific facts.  Instead of 531 

doing so, ComEd has steadfastly refused to take the steps necessary to properly 532 

evaluate the cost to serve its largest customers. 533 

 534 

Consider the example of the high voltage ratepayer I referred to above who uses 535 

no distribution lines and has a fully depreciated substation, but who currently pays 536 

ComEd more than a million dollars in distribution facilities charges.  ComEd’s 537 

“subsidy” statements imply that this ratepayer – that has virtually no costs on 538 

ComEd’s books, but is paying substantial delivery services charges – is being 539 

subsidized!  That allegation is ridiculous. 540 

 541 

As noted above, the Commission, in ICC Docket No. 05-0597 seemed 542 

unconvinced that there was evidence of a subsidy of very large customers.  On the 543 

contrary, the Commission found itself “persuaded that the cost of serving such 544 

very large customers is potentially lower than serving significantly smaller 545 

customers.”  (ICC Docket No. 05-0597, July 26, 2006 Order at 196.)  ComEd 546 
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presents no credible evidence in the instant proceeding that would lead to a 547 

different conclusion.   548 

 549 

Q. ComEd seems to suggest that there is only one way to mechanically compute 550 

cost of service in an ECOSS.  Is that interpretation correct?  551 

A. No.  ComEd historically has not advocated in favor of allocating costs via an 552 

ECOSS.  For example, in ICC Docket No. 05-0597, the Commission’s Order 553 

states: 554 

ComEd also notes that for purposes of establishing delivery service 555 
charges, ComEd generally supports the use of a marginal cost 556 
of service study.  ComEd explains, however, that in light of the 557 
Commission’s approval and use of an ECOSS in the last two 558 
ComEd delivery services rate cases (ICC Dockets 99-0117 and 01-559 
0423), and in the interest of narrowing the issues in this case, it 560 
proposes the use of an ECOSS for both interclass revenue 561 
allocation and rate design purposes.  Notwithstanding this 562 
proposal, ComEd notes that it continues to reserve the right to 563 
propose the use of a marginal cost study in future proceedings. 564 
 565 

(ICC Docket No. 05-0597, July 26, 2006 Order at 156) (emphasis added, internal 566 

citation omitted). 567 

 568 

The Commission then sent a very clear signal that the Commission itself was not 569 

wedded to an ECOSS as the only approach: 570 

As a result, while ComEd did not present a marginal cost of 571 
service study in this proceeding, the Commission would be 572 
interested in whether any party believes that considering 573 
marginal cost of distribution service has any place in setting 574 
electric distribution rates.  The Commission invites parties to 575 
address this subject in ComEd’s next rate case. 576 
 577 

(Id. at 160) (emphasis added). 578 
 579 
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 In this case, ComEd has suggested that it was forced to rely on the ECOSS 580 

because the Commission has previously used that approach.  (See ComEd Ex. 581 

11.0 at 7, line 149-57.)  After being dragged into adoption of the ECOSS, ComEd 582 

now has become inflexible with respect to its implementation, notwithstanding 583 

the Commission’s explicit questioning of the ECOSS approach in ICC Docket 584 

No. 05-0597 and ComEd’s explicit statement in that proceeding that it was 585 

reserving its right to present an alternative methodology in a future case. 586 

  587 

 An ECOSS can incorporate differences in the age of equipment used by 588 

ratepayers, the relative amount of underground and overhead lines required by 589 

different rate classes, differences in the quantity of circuit miles required to serve 590 

alternative groups, and many other factors.  The Commission should explicitly 591 

encourage ComEd to be more open-minded and resourceful with respect to the 592 

application of its ECOSS, if it must be used. 593 

 594 

Q. Discuss ComEd’s implicit assertion that ComEd is being forced by the 595 

Commission to impose dramatic rate increases on the over-10 MW classes 596 

because it must measure costs from an ECOSS. 597 

A. It appears that ComEd simply misunderstands or mischaracterizes the position of 598 

the Commission.  The Commission has not found that ComEd’s ECOSS is 599 

appropriate with respect to over-10 MW ratepayers.  Again, in the last rate case, 600 

the Commission explicitly questioned whether the ECOSS approach was valid, or 601 

whether there might be a better alternative methodology.  (See ICC Docket No. 602 
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05-0597, July 26, 2006 Order at 156, 160.)  The company can try to talk itself into 603 

the statement that “subsidies” really exist, but the evidence simply is not present 604 

to support that statement, and considerable information exists to suggest that it 605 

has no basis in fact. 606 

 607 

V. CONCLUSION 608 

 609 

Q. Please summarize your position in light of the rebuttal testimony of ComEd. 610 

A. Substantial evidence in this case confirms that ComEd’s ECOSS has no 611 

credibility whatsoever with respect to over-10 MW ratepayers.  This leaves the 612 

Commission with no reasonable alternative but to impose the overall system-wide 613 

increase on the two over-10 MW classes.  Although the members of REACT 614 

understand that ComEd’s costs to provide services might increase, it is essential 615 

that the Commission appropriately allocate any cost increases.  In the last rate 616 

case, the Commission concluded that it was inappropriate to apply the ECOSS to 617 

the over-10 MW classes, and instead applied a system-average increase to those 618 

customers.  (See ICC Docket No. 05-0597, July 26, 2006 Order at 196.)  Unless 619 

the Commission orders ComEd to change its fundamental approach to computing 620 

costs for the over-10 MW classes, it seems that year after year, the same 621 

testimony and arguments will continue to consume significant legal, consulting 622 

and other costs.  The Commission should order ComEd to immediately engage in 623 

a study to compute particularized costs and submit the full results of the detailed 624 

cost analysis on a transparent basis to all interested parties before a new case is 625 

filed.  626 
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 627 

Q. Does this conclude the rebuttal testimony you are presenting on behalf of 628 

REACT? 629 

A. Yes, it does. 630 


