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Introduction and Summary 1  
2 

Q. Please state your name and business address. 3 

A. My name is Scott J. Rubin.  My business address is 333 Oak Lane, Bloomsburg, 4 

Pennsylvania 17815. 5 

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

A. I am an independent consultant and an attorney.  My practice is limited to matters 7 

affecting the public utility industry. 8 

Q. What is the purpose of your testimony in this case? 9 

A. I have been asked by the Office of the Illinois Attorney General ( AG ) to review the 10 

testimony filed by various intervenors in this proceeding, as well as the rebuttal testimony 11 

filed by Commonwealth Edison Company ( ComEd or Company ) concerning the cost 12 

of service study and rate design issues, with a particular focus on the residential class of 13 

customers. 14 

Q. What are your qualifications to provide testimony in this case? 15 

A. I have testified as an expert witness before utility commissions or courts in the District of 16 

Columbia and in the states of Arizona, Delaware, Kentucky, Illinois, Maine, Maryland, 17 

New Jersey, New York, Ohio, Pennsylvania, and West Virginia.  I also have testified as 18 

an expert witness before two committees of the U.S. House of Representatives and one 19 

committee of the Pennsylvania House of Representatives.  I have served as a consultant 20 

to the staffs of two state utility commissions, several national utility trade associations, 21 

and state and local governments throughout the country.  Prior to establishing my own 22 

consulting and law practice, I was employed by the Pennsylvania Office of Consumer 23 

Advocate from 1983 through January 1994 in increasingly responsible positions.  From 24 
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1990 until I left that office, I was one of two senior attorneys in that office.  Among my 25 

other responsibilities in that position, I had a major role in setting their policy positions 26 

on water and electric matters.  In addition, I was responsible for supervising the technical 27 

staff of that office.  I also testified as an expert witness for that office on rate design and 28 

cost of service issues. 29   

In addition, from 1990 until 1994, I chaired the Water Committee of the National 30 

Association of State Utility Consumer Advocates ( NASUCA ).  In that position, I 31 

served as the liaison between NASUCA members and various industry and government 32 

associations, including the National Association of Water Companies, the American 33 

Water Works Association, and the U.S. Environmental Protection Agency.  I was 34 

frequently called upon by those organizations to provide the consumer perspective on 35 

various water-industry issues. 36   

Throughout my career, I developed substantial expertise in matters relating to the 37 

economic regulation of public utilities.  I have published articles, contributed to books, 38 

written speeches, and delivered numerous presentations, on both the national and state 39 

level, relating to regulatory issues.  I have attended numerous continuing education 40 

courses involving the utility industry.  I also periodically participate as a faculty member 41 

in utility-related educational programs for the Institute for Public Utilities at Michigan 42 

State University, the American Water Works Association ( AWWA ), and the 43 

Pennsylvania Bar Institute. 44 
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Q, What experience do you have that is directly relevant to the issues you will be 45 

discussing in this case?  46 

A. I have testified on numerous occasions as a rate design and cost of service expert.  I also 47 

have worked as a consultant to local government entities on rate design issues  both to 48 

assist government-owned utilities in designing rates and to help government agencies 49 

obtain reasonable rates from their utility.  I also served on the editorial committee for the 50 

preparation of the major rate design manual for the water utility industry, the American 51 

Water Works Association s Manual M1: Principles of Water Rates, Fees, and Charges, 52 

published in 2000.  In addition, during 2004, I provided technical assistance, training, and 53 

analysis for the staff of the Connecticut Department of Public Utility Control on rate 54 

design, cost allocation, and related issues. 55   

In the electricity sector, I testified on behalf of the AG on rate design and cost of 56 

service issues in ComEd s last electric distribution rate case in Illinois, as well as the two 57 

most recent cases for the Ameren electric utilities in Illinois. 58 

Q. Had you reviewed the Companies

 

direct case? 59 

A. Yes, I reviewed the rate design and tariff portions of the filing, as well as ComEd s direct 60 

testimony concerning rate design issues. 61 

Q. Have you reviewed the rate design and cost allocation testimony filed by other 62 

intervenors in this case? 63 

A. Yes, I have reviewed the testimony filed by the following witnesses: 64 

 

Dale Swan on behalf of the U.S. Department of Energy (DOE Ex. 1.0) 65 

 

Dennis Goins on behalf of Nucor Steel Kankakee, Inc. (Nucor Ex. 1.0) 66 

 

Mike Luth on behalf of ICC Staff (ICC Staff Ex. 6.0) 67 

 

Qin Liu on behalf of ICC Staff (ICC Staff Ex. 7.0) 68 

 

Ronald Linkenback on behalf of ICC Staff (ICC Staff Ex. 8.0) 69 
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Edward Bodmer on behalf of both the City of Chicago and the REACT coalition 70 
(City Ex. 1.0 and REACT Ex. 2.0) 71 

 
Dennis Anosike on behalf of Chicago Transit Authority (CTA Ex. 1.0) 72 

 
Breadley Fults on behalf of the REACT coalition (REACT Ex. 1.0) 73 

 
Jeffrey Merola on behalf of the REACT coalition (REACT Ex. 3.0) 74 

 
Robert Stephens on behalf of IIEC (IIEC Ex. 1.0) 75 

 
David Stowe on behalf of IIEC (IIEC Ex. 3.0) 76 

 

Ralph Zarumba on behalf of BOMA (BOMA Ex. 1.0) 77 

 

Guy Sharfman on behalf of BOMA (BOMA Ex. 2.0) 78 

 

James Bachman on behalf of Metra and CTA (Metra/CTA Joint Ex. 1.0) 79  
80 

Q. Have you reviewed the rebuttal testimony filed by ComEd addressing rate design 81 

and cost allocation issues? 82 

A. Yes, I have reviewed the rebuttal testimony of ComEd witnesses Paul Crumrine (ComEd 83 

Ex. 30.0), Lawrence Alongi and Chantal Jones (ComEd Ex. 32.0), and Alan Heintz 84 

(ComEd Ex. 33.0). 85 

Q. Based on your review of all of this testimony, can you briefly summarize the rate 86 

design and cost allocation issues in this case, as they affect the residential class of 87 

customers? 88 

A. Yes, I can.  ComEd has proposed to continue the rate design and cost allocation approach 89 

that started with its last DST rate case (Docket No. 05-0597) and the subsequent rate 90 

design investigation (Docket No. 07-0166).  Those cases, along with the mitigation plan 91 

developed by the Commission in the 2005 procurement case (Docket No. 05-0159) and 92 

subsequent legislation enacted to further ameliorate the impact of the end of the transition 93 

(or rate cap) period, developed the procedures that would be used to determine rates for 94 

ComEd customers in the post-rate-cap environment that began in January 2007. 95   

For the residential class of customers, ComEd s proposal in this case is to make 96 

no changes in the four residential customer classes that the Commission ordered ComEd 97 

to retain in Docket No. 05-0597: single-family space-heating; single-family non-heating; 98 
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multi-family space-heating, and multi-family non-heating.  There are three major rate 99 

elements for residential customers, two of which have alternative options: 1) there is a 100 

customer charge that varies depending on whether the customer is in a single-family or 101 

multi-family building (the single family category includes duplexes); 2) there is a meter 102 

charge that is the same for all residential customers; and 3) there is a distribution charge 103 

that varies depending on whether the customer uses electricity for space heating. 104   

ComEd is proposing increases in each of these rate elements based on a 105 

combination of the results of a cost of service study and an attempt to avoid significantly 106 

different levels of rate increases for certain residential customers.  For example, ComEd 107 

has proposed monthly customer charges of $7.97 and $7.02 for single-family and multi-108 

family customers, respectively.  ComEd s cost of service study, however, shows that the 109 

customer-related cost is $8.25 and $6.34 for single- and multi-family customers, 110 

respectively.  Thus, ComEd is proposing a slightly lower single-family customer charge 111 

than the cost of service study would indicate, while multi-family customers will pay more 112 

than the cost of service in this rate element.  On the other hand, ComEd s cost of service 113 

study shows that the distribution cost per kWh for heating customers is 2.141 cents per 114 

kWh, but ComEd is proposing a slightly lower rate of 2.060 cents per kWh.   115 

Q. What is the effect of ComEd s proposals upon the residential classes? 116 

A. The effect of these proposals is to mitigate the impact of any rate increase on residential 117 

heating customers by slightly increasing cost recovery from multi-family non-heating 118 

customers.  While one could modify ComEd s proposal to favor one customer group or 119 

another, I determined that the overall effect of ComEd s residential rate design proposal 120 

is reasonable and appropriately reflects a balance between cost of service and the need to 121 
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mitigate the impact of rate changes on customers.  ComEd s rate design proposals for 122 

non-residential classes, however, do not appear to have reflected this same balance 123 

between cost recovery and mitigation of rate changes.  ComEd has proposed to 124 

essentially follow the results of its cost of service study for the rates charged to non-125 

residential customers.   126 

Q. Have you reviewed rate design proposals from parties other than ComEd in this 127 

proceeding? 128 

A. Yes.  Several of the intervenor witnesses object to ComEd s proposals for non-residential 129 

rate design.  I have not reviewed these intra-class rate design proposals in great detail, but 130 

I am certainly sensitive to those parties concerns about the need to design rates to 131 

attempt to mitigate adverse impacts on customers, to the extent possible given the 132 

magnitude of the rate increase.  I would emphasize that ComEd achieved that result for 133 

residential customers in this case solely through intra-class rate design.  ComEd did not 134 

propose to move any of the residential class s cost responsibility onto other customer 135 

classes; it only modified rates within the residential class to try to mitigate some of the 136 

rate impact on space-heating customers.  I consider this to be an appropriate application 137 

of rate design principles. Unfortunately, some of the intervenor witnesses do not limit 138 

themselves to intra-class rate design issues.   139 

Q. What is your opinion of those proposals that are not limited to intra-class rate 140 

design issues? 141 

A. They are attempting to move tens of millions of dollars in costs away from their clients 142 

and onto other customers, including residential customers.  These types of proposals 143 

should be rejected.  As I will discuss below, and as ComEd s witnesses explained in their 144 
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rebuttal, there is no basis for shifting costs from non-residential customer classes onto the 145 

residential class in this case. 146   

I am also concerned with Mr. Bodmer s proposal on behalf of the City of Chicago 147 

that would attempt to establish a new customer classification based on the customer s 148 

geographic location.  His proposal to establish separate, lower rates for customers located 149 

in the City of Chicago should be rejected.  There is no cost basis for establishing such 150 

rates.  Without such a cost basis, rate differences based on location would be arbitrary 151 

and unduly discriminatory. 152  

153 

Response to Witnesses Proposing an Across-the-Board Increase for 154 
Non-Residential Customers 155  

156 
Q. Several intervenor witnesses have recommended that non-residential rates should 157 

be set based on an across-the-board increase.  Do you agree? 158 

A. No, I do not agree.  Initially, I agree that if there are fundamental problems with a cost of 159 

service study that cannot be corrected in the current case, then an across-the-board 160 

increase is an appropriate remedy.  Indeed, I recently proposed just such a result in the 161 

current Illinois-American Water Company rate case (Docket No. 07-0507).  But such a 162 

result must be applied fairly to all customer classes.  If the cost of service study is so 163 

seriously flawed, then there is no basis for assuming that any customer class should 164 

receive more or less than the system-average rate increase. 165   

That is not what the intervenors witnesses have proposed.  For example, 166 

Dr. Swan proposes: Rates for non-residential classes should be adjusted by the overall 167 

jurisdictional percentage increase.  DOE Ex. 1.0, lines 61-62.  Dr. Goins, Mr. Bodmer, 168 
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and Mr. Stephens make similar proposals for some or all non-residential customers. 169 

Nucor Ex. 1.0, lines 125-127 (Goins); REACT Ex. 2.0, lines 477-479 (Bodmer); IIEC Ex. 170 

1.0, lines 49-54 (Stephens).  Mr. Anosike takes this a step further and proposes that the 171 

Railroad class s distribution charge should be limited to the system average increase or 172 

residential increase, whichever is lower.  CTA Ex. 1.0, lines 113-115. 173   

These proposals are grossly unfair to residential customers.  If the cost of service 174 

study is seriously flawed, as these witnesses claim, then there is no justification for 175 

imposing greater than average increases on the residential class.  ComEd has proposed an 176 

overall, system-average increase in distribution rates of 21.2%.   But ComEd is proposing 177 

to increase residential rates, on average, by 24.7% and non-residential (non-lighting) rates 178 

by only 17.7% on average.  Lighting rates would increase by 10.2% under ComEd s 179 

proposal.  If the cost of service study is fatally flawed, then the residential increase also 180 

should be held to the system average.  Under ComEd s proposed revenue requirement, 181 

that would reduce the residential increase by more than $30 million  revenue that would 182 

be made up from the other customer classes. 183   

Simply, these witnesses for non-residential customers cannot have it both ways.  184 

They cannot obtain the benefit of a higher-than-average increase for the residential class 185 

while arguing that the cost of service study is so seriously flawed that it cannot be relied 186 

upon.  If the cost of service study is rejected, then all customer classes should receive the 187 

same percentage increase.  Without a valid cost of service study, there is no basis for 188 

imposing a larger rate increase on the residential class. 189 
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Q. What do you recommend? 190 

A. I recommend that if the Commission finds that a valid cost of service study has not been 191 

presented in this case, that all rates (including residential rates) should be increased by 192 

the system-average rate increase, if any.  Without a valid cost of service study, there is no 193 

basis for singling out any particular customer class for a higher or lower than average 194 

increase. 195  

196 

Response to IIEC Witness Stowe 197  
198 

Q. IIEC witness Stowe suggests two modifications to ComEd s cost of service study: the 199 

separation of primary and secondary line costs and the imputation of a so-called 200 

minimum distribution system (MDS).  Do you agree with his proposed changes? 201 

A. No, I do not.   202 

Q. Why do you disagree with his analysis of primary and secondary lines costs? 203 

A. Mr. Stowe s attempt to separate the costs for primary and secondary lines contains a 204 

serious methodological error.  On IIEC Exhibit 3.2, he shows the number of feet of 205 

primary and secondary wire and cable installed by ComEd from 2002 through 2006.  But 206 

he fails to recognize the difference in cost between these different types of wire and 207 

cable. 208   

Specifically, Mr. Stowe assumed that each foot of wire or cable, regardless of its 209 

size or purpose, has the same cost.  This is not a realistic assumption.  In fact, the larger 210 

the wire (the more metal it contains) the more costly it is to purchase.  Indeed, given the 211 

volatility in metal prices on the world market, manufacturers may adjust the price of wire 212 

to reflect the current value of the metal, based on the weight of the metal contained in the 213 
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wire.  While there are many different kinds of wire, to estimate the type of variation in 214 

cost that would occur, I checked the web site of one manufacturer (Custom Cable Corp.) 215 

and found that the weight of aluminum wire for a standard, above ground service drop 216 

would be in the range of 100 to 300 pounds per 1000 feet.   217 

In contrast, the weight of cable for 15,000 volt underground service of the types 218 

listed on IIEC Exhibit 3.2 would range from 500 pounds to more than 2,900 pounds per 219 

1000 feet.  In other words, the range in weight of the wire and cable shown on IIEC 220 

Exhibit 3.2 is on the order of 20- to 30-fold.  Thus, some of the cable shown on Mr. 221 

Stowe s exhibit is likely to be several times more expensive than other wire and cable 222 

shown on this exhibit.  It is neither reasonable nor meaningful to simply add up the 223 

number of feet and take a ratio.  The number of feet of wire and cable tells us nothing 224 

about ComEd s cost to obtain and install these facilities. 225   

Obviously, the primary cable, which carries a much higher electrical load, is the 226 

more expensive cable.  Thus, a proper analysis of the cost of primary and secondary wire 227 

and cable would show a greater percentage of cost is associated with primary facilities 228 

than is shown in Mr. Stowe s exhibit.  229 

Q. Are there any other problems with Mr. Stowe s primary/secondary analysis? 230 

A. Yes.  In a footnote on page 32 of his testimony, Mr. Stowe acknowledges that lines at 231 

higher voltages may require taller poles and longer cross-arms.  But he completely 232 

ignores this fact in attempting to determine the costs associated with primary and 233 

secondary service.  With the higher voltages of primary service, one would expect  as 234 

Mr. Stowe acknowledges  higher costs for poles and cross-arms, but those higher costs 235 

are not reflected in his analysis. 236 
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Q. You also stated that you disagreed with Mr. Stowe s analysis of the so-called 237 

minimum distribution system, or MDS.  What is MDS and why is it an important 238 

issue? 239 

A. MDS is a theoretical methodology for allocating the costs of the distribution system plant 240 

accounts 364-367 (poles, wires, and so on).  It is based on the assumption that there is 241 

some portion of the distribution system that is installed to serve customers regardless of 242 

the amount of electricity used by the customer.  For many years, the MDS approach has 243 

been advocated by large commercial and industrial customers (and by some utilities) and 244 

this Commission has consistently rejected it, including in the last ComEd rate case 245 

(Docket 05-0597). 246   

MDS is an important issue because it affects the allocation of a significant amount 247 

of plant investment.  As ComEd witness Heintz discusses in his rebuttal, Mr. Stowe s 248 

proposal would shift 14% of the total revenue requirement from the non-residential 249 

classes to the residential classes.  ComEd Ex. 33.0, lines 107-109.  This amounts to well 250 

over $100 million in costs being transferred from commercial and industrial customers 251 

onto residential customers.  252 

Q. Why do you disagree with Mr. Stowe? 253 

A. I disagree with Mr. Stowe for several reasons.  He makes several assumptions that are not 254 

supported by evidence; his alternate cost analysis is based on wholly hypothetical 255 

information that has no relationship to ComEd; and he assumes that the Illinois 256 

Commerce Commission s treatment of these accounts has not been well informed.  He is 257 

wrong on all counts. 258 
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Q. On lines 461-467, Mr. Stowe asserts that the Commission s previous decisions 259 

rejecting MDS were heavily policy-oriented and theoretical.   Do you agree? 260 

A. No, I do not agree.  The Commission has consistently found that there is no customer-261 

related component in these distribution system accounts, and I agree with the 262 

Commission.  Illinois decisions rejecting MDS go back nearly 30 years and include 263 

several cases where the utility produced an MDS study that the Commission rejected.  264 

The Commission s rejection of MDS has not been theoretical or based only on policy 265 

 it has been based on a finding that MDS analyses do not accurately reflect the cost of 266 

providing service to customers.  For example, in 1992 the Commission rejected a utility s 267 

MDS analysis stating:   The Commission concludes that it is appropriate to treat MDS 268 

costs as entirely demand-related for purposes of this proceeding. Illinois Power Co., 269 

Docket No. 91-0335, 1992 Ill. PUC LEXIS 267 (July 8, 1992).  More recently the 270 

Commission again rejected MDS, stating: distribution systems are designed primarily to 271 

serve electric demand, and the Commission agrees with Staff that attempts to separate the 272 

costs of connecting customers to the electric distribution system from the costs of serving 273 

their demand remain problematic.

 

Central Illinois Public Service Co. and Union 274 

Electric Co., Docket No. 00-0802, 214 PUR 4th 437 (2001).  Further, the Commission 275 

again adopted this finding in ComEd s most recent rate case.  Commonwealth Edison 276 

Co., Docket No. 05-0597, 250 PUR4th 161 (2006) ( Based on the record in the instant 277 

case, the Commission rejects the minimum distribution or zero-intercept approach 278 

recommended by IIEC and BOMA for purposes of allocating distribution costs between 279 

the customer and demand functions. In the Commission's view, ComEd's method is 280 

consistent with the fact that distribution systems are designed primarily to serve electric 281 
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demand, and the Commission believes that attempts to separate the costs of connecting 282 

customers to the electric distribution system from the costs of serving their demand 283 

remain problematic. Furthermore, this conclusion is consistent with decisions in Dockets 284 

99-0121 and 00-0802. ). 285 

Q. What supposedly new evidence does Mr. Stowe purport to provide? 286 

A. Mr. Stowe asserts that he can provide real data that the MDS exists, based on the 287 

standards in the National Electrical Safety Code (NESC).  He states that the NESC 288 

provides minimum standards for the construction of distribution systems, and that 289 

meeting those minimum standards would enable a utility to serve some amount of 290 

customers demand for electricity.  He concludes, therefore, that the NESC minimum 291 

standards are entirely customer related, with any additional cost (for larger facilities, for 292 

example) being demand related. 293 

Q. Does Mr. Stowe produce an MDS study using the NESC minimum standards? 294 

A. No, he does not.  After a very lengthy discussion of the NESC and its supposed 295 

relationship to MDS, Mr. Stowe candidly acknowledges that he did not actually use this 296 

method to perform an MDS analysis.  IIEC Ex. 3.0, lines 863-868.  Instead, he estimated 297 

customer and demand percentages that he alleges are reasonable, based on studies 298 

performed for utilities in Missouri, Kansas, Colorado, and Montana.  Id., lines 887-896. 299 

Q. Is it reasonable to assume that the costs of meeting the NESC minimum standards 300 

are solely related to the number of customers served? 301 

A. No, absolutely not.  The NESC minimum standards are based on the assumption that 302 

customers will actually use electricity.  Further, minimum construction standards are 303 

based not on the number of customers, but on the expected electricity consumption of 304 
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those customers, as well as other factors such as topography; population density; building 305 

type; the proximity of electrical facilities to railways, water, and other natural or man-306 

made features; and other factors.  Indeed, there is no single construction standard in the 307 

NESC.  Rather, it contains dozens of pages with standards and safety considerations for 308 

various types of circumstances.  See generally Part 2 of the NESC (Safety Rules for the 309 

Installation and Maintenance of Overhead Electric Supply and Communication Lines), 310 

which covers approximately 120 pages.   311   

Moreover, in 2000, the National Association of Regulatory Utility Commissioners 312 

(NARUC) Committee on Energy Resources and the Environment commissioned a paper 313 

from the Regulatory Assistance Project to examine many rate design and cost allocation 314 

issues associated with a restructured electric industry.  The paper is entitled: Charging 315 

for Distribution Utility Services: Issues in Rate Design. 1  One of those issues is the 316 

allocation of distribution-related costs.  The paper discusses MDS and notes several 317 

problems and inconsistencies with this approach, including the following: 318 

However, the distinction between customer and demand costs is not 319 
always clear, insofar as the number of customers on a system (or particular 320 
area of a system) will have impacts on the total demand on the system, to 321 
the extent that their demand is coincident with the relevant peak (system, 322 
areal, substation, etc.).  323  

324 
* * * 325  

326 
In the case of the minimum-size and zero-intercept methods, the threshold 327 
assumption is that there is some portion of the system whose costs are 328 
unrelated to demand (or to energy for that matter).  From one perspective, 329 
this notion has a certain intuitive appeal  these are the lowest costs that 330 
must be incurred before any or some minimal amount of power can be 331 
delivered  but from another viewpoint it seems absurd, since in the 332 
absence of any demand no such system would be built at all. 333  

334 

                                                     

 

1 An electronic copy of the paper is available at http://www.publicutilityhome.com/transfer/NARUC rate design 
2000.pdf, and paper copies are available upon request. 

http://www.publicutilityhome.com/transfer/NARUC
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* * * 335  

336 
The zero-intercept method attempts to model a system that has no 337 
demand-serving capability whatsoever, but what remains is not necessarily 338 
a system whose costs are driven any more by the number of customers 339 
than it is by geographical considerations, whose causative properties are 340 
neither squarely demand- nor customer-related.  (p. 30, emphasis added) 341  

342  

In other words, the NARUC study recognized that while a minimum system might exist, 343 

it cannot be concluded that this minimum system is related to the number of customers.  344 

It also correctly states that if customers do not demand electricity, they would not be 345 

customers and no system would be built at all. 346   

The NARUC study identifies the issues that are precisely the problem with 347 

Mr. Stowe s testimony.  He discusses at great length how the NESC standards could be 348 

used to determine the minimum distribution system, but he fails to show that such costs 349 

are related solely to the number of customers, rather than to the numerous other factors 350 

that affect the construction of distribution facilities.  He also neglects to discuss why such 351 

a system would be built in the absence of any demand for electricity. 352 

Q. You stated that Mr. Stowe did not perform an MDS study for ComEd, but instead 353 

relied on results from other states.  Why did he do that? 354 

A. Mr. Stowe states that the NESC standards apply equally to nearly every electric utility in 355 

the nation, and it is reasonable to assume that the standards required by the NESC in one 356 

territory are exactly the same as those required in every other service territory.  IIEC Ex. 357 

3.0, lines 889-892. 358 

Q. Do you agree with him? 359 

A. No, I do not agree.  While it is true that the NESC applies to all electric utilities, that does 360 

not mean that each utility constructs the same type of distribution system.  In the edition 361 
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of the NESC I have on my shelf (the 1997 edition),2 the safety rules for the installation 362 

and maintenance of overhead supply lines cover more than 120 pages.  Installation 363 

standards vary based on building height, the use of land or water underneath the wires, 364 

the rural or urban character of the service area, altitude, expected wind speed and other 365 

climate conditions, and many other factors.   366   

To give just one example, the NESC states that for voltages above 50 kV, 367 

clearances must be increased at elevations higher than 3,300 feet above sea level.3  368 

Increased clearance requirements, of course, translate into increased costs for pole 369 

heights and may affect other cost elements as well.  Mr. Stowe asserts that data from 370 

Montana and Colorado can be used as a proxy for ComEd.  Yet much of Montana, and 371 

the entire state of Colorado, are above 3,300 feet, while elevations in Illinois range 372 

between about 300 and 1,200 feet above sea level.4  There is no reason to believe that an 373 

electric system in Montana or Colorado would be constructed in the same fashion as one 374 

in Chicago and surrounding areas.  While systems in all three states  would comply with 375 

the NESC, compliance with the NESC would not mean that these three systems are the 376 

same, or were installed and maintained in the same manner. 377   

In fact, the data on which Mr. Stowe relied show tremendous diversity among 378 

utilities.  IIEC s response to ComEd data request 2.09 (attached as AG Exhibit 6.01) 379 

shows that within the same account

 

various utilities studies show customer-related costs 380 

in the following ranges: 381 

                                                     

 

2 Institute of Electrical and Electronics Engineers, National Electrical Safety Code 1997 Edition, C2-1997 (New 
York, NY 1996). 
3 NESC section 232C states:  For voltages exceeding 50 kV, the additional clearance specified in Rule 232C1a 
shall be increased 3% for each 300 m (1000 ft) in excess of 1000 m (3300 ft) above mean sea level.  Section 232D 
states that for voltages in excess of 98 kV, the increased clearance applies at elevations above 1500 feet. 
4 U.S. Census Bureau, Statistical Abstract of the United States 2008, Table 354. 



Docket 07-0566 
AG Ex. (SJR) 6.0   

17

  
Account 364:  11% to 80% 382 

 
Account 365:  10% to 85% 383 

 
Account 366: 6% to 82% 384 

 
Account 367: 21% to 91% 385  

It is hard to imagine a more diverse set of results.  Mr. Stowe s own data absolutely rebut 386 

his testimony that it is reasonable to assume that an MDS study from one utility can be 387 

used as a proxy for another utility. 388 

Q. What do you recommend concerning Mr. Stowe s MDS proposal? 389 

A. I recommend that the Commission continue to reject the concept of a minimum 390 

distribution system that is directly related to the number of customers.  Mr. Stowe has not 391 

presented any meaningful data or analyses to lead the Commission to overturn its long-392 

standing policy on this matter. 393  

394 
Response to City of Chicago Witness Bodmer 395  

396 
Q. As you summarized earlier, Mr. Bodmer testified on behalf of the City of Chicago 397 

and suggested that residential rates should be lower in the City than they are in 398 

other portions of ComEd s service area.  Do you agree with his recommendation? 399 

A. No, I do not agree with Mr. Bodmer.  While I understand his concern with rate increases, 400 

I find no support for his proposal to implement different rates for customers based on the 401 

municipality in which they live.  While it is conceivable that a cost of service study could 402 

show a significant cost difference between different parts of a service area, no such study 403 

has been presented in this case. 404 
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Q. Why is it important to have a complete cost of service study to examine such 405 

differences? 406 

A. A cost of service study looks at all elements of a utility s cost of providing service.  407 

Mr. Bodmer s testimony (City Ex. 1.0) focuses on certain plant costs.  He notes, for 408 

instance, that residential underground installations are more prevalent outside the City 409 

than they are within the City.  That may be true, and it also may be true that the initial 410 

installation cost is higher for underground service than it is for above-ground service.  411 

But that is only part of the picture.  One would also need to evaluate on-going operating 412 

and maintenance expenses, replacement intervals, the time it takes to install and maintain 413 

facilities, differences in costs associated with substations and higher-voltage facilities, 414 

and numerous other elements of cost.   415 

Q. Has Mr. Bodmer done a study that looks at all elements of the cost of service? 416 

A. No, he has not. 417 

Q. Has Mr. Bodmer done a study that looks at any differences in cost for non-418 

residential customers? 419 

A. No, he has not. 420 

Q. Do you know what such studies would show? 421 

A. No, I do not know what complete studies would show.  I would not be surprised, though, 422 

if a study found that maintenance costs were lower in areas with newer, underground 423 

service.  I also would not be surprised if a study found that maintenance costs were 424 

higher in the City because of the age of some of the facilities, as well as other factors 425 

such as travel time, traffic control costs, and other factors.  Similarly, such a study might 426 
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show that there are differences in meter reading cost and efficiency in different parts of 427 

ComEd s service area. 428   

I am not attempting to prejudge the results of such a study.  But I think it is very 429 

likely that a comprehensive analysis would show that some types of costs are higher in 430 

urban areas, while other types of costs are lower in urban areas.  If the City, or any other 431 

party, is serious about trying to justify a different rate based on geographic location, it is 432 

essential that such a proposal be based on a complete cost analysis. 433 

Q. What would be the harm of implementing this type of rate differential without a 434 

comprehensive cost analysis? 435 

A. My concern is that a rate differential based on geographic location could look arbitrary, 436 

political, or discriminatory.  To avoid such concerns, and to promote public acceptance of 437 

any rate differential, it is essential to have a comprehensive cost of service study to 438 

support this type of rate difference.  In ComEd s last case, a similar type of issue arose.  439 

ComEd proposed to consolidate the residential class into a single rate, instead of retaining 440 

the classifications based on space-heating and multi-family buildings.  I advocated the 441 

retention of the existing classifications based in significant part on the Company s cost of 442 

service study that showed a meaningful cost difference in serving these different types of 443 

customers. 444 

Q. What do you recommend? 445 

A. Based on the information available in this case, I recommend that the Commission should 446 

reject Mr. Bodmer s proposal to implement lower residential rates in the City of Chicago.  447 

No cost justification has been presented to justify such a rate differential.  Without that 448 

cost justification, such a rate difference would not appear to be reasonable to customers 449 
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throughout ComEd s service area, and would unduly discriminate against similarly 450 

situated customers. 451 

Q. Does this conclude your rebuttal testimony? 452 

A. Yes, it does. 453 


