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List of Issues & Major Conclusions 
 

 ComEd seeks to set delivery service rates on traditional cost-causation 
principles and other goals of rate design to ensure that all customers are 
paying their fair share for delivery service.  In opposition, various customers 
and customer groups endorse shifting costs to other customer classes to 
reduce their own rates.    

 ComEd’s embedded cost of service study (“ECOSS”) attached to the rate 
design rebuttal testimony of ComEd witness Alan Heintz as ComEd Ex. 51.1 
is reasonable and should be used for ratemaking purposes.  If the 
Commission directs ComEd to implement a Primary Voltage Delivery Class, 
ComEd’s ECOSS filed as ComEd Ex. 51.2 is reasonable and should be used 
for ratemaking purposes. 

 There have been great strides in the evolution of distribution ratemaking 
over the past several decades, and ComEd responds to this evolution by 
proposing Straight Fixed Variable Pricing as a way to properly allocate the 
costs of distribution. 

 The Commission should approve ComEd’s proposal to gradually move to an 
80% SFV because this rate design more closely reflects the correct division 
between fixed and variable costs. 

 There are sound policy reasons supporting moving the Railroad, Extra Large 
Load and High Voltage Delivery Classes closer to cost, which demonstrate 
why ComEd’s approach in this proceeding is appropriate and reasonable. 

 Contrary to certain statements made in rate design direct testimony, ComEd 
filed its rate design proposal on June 30, 2010.  Since the time of that initial 
filing, ComEd has neither changed nor intended to change its proposal. 
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I. Introduction 1 

A. Witness Identification 2 

Q. What is your name and business address? 3 

A. My name is Ross C. Hemphill.  My business address is 440 S. LaSalle, Suite 3300, 4 

Chicago, Illinois  60605. 5 

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

A. I am employed by Commonwealth Edison Company (“ComEd”) as its Vice President, 7 

Regulatory Policy & Strategies. 8 

Q. Are you the same Ross C. Hemphill who provided direct and rebuttal testimony in 9 

this proceeding? 10 

A. Yes.  My direct testimony is ComEd Ex. 14.0 Rev. and my rebuttal testimony regarding 11 

issues other than rate design is ComEd Ex. 40.0.   12 

B. Summary of Rate Design Testimony and Conclusions 13 

Q. What is the purpose of your rate design rebuttal testimony? 14 

A. The purpose of my rate design rebuttal testimony is to respond to the rate design issues 15 

raised in the direct testimony of Illinois Commerce Commission (the “Commission” or 16 

“ICC”) Staff (“Staff”) witnesses Mr. Christopher L. Boggs, Mr. Torsten Clausen and Mr. 17 

Peter Lazare; Attorney General and Citizens Utility Board (“AG/CUB”) witness 18 

Mr. Scott J. Rubin; City of Chicago witness (“City”) Mr. Edward C. Bodmer; the 19 

Commercial Group witness Mr. David F. Vite; Coalition to Request Equitable Allocation 20 

of Costs Together (“REACT”) witness Mr. Bradley O. Fults; Northeast Illinois Regional 21 

Commuter Railroad Corp. (“METRA”) witness Ms. Lynette Ciavarella; the Chicago 22 

Transit Authority (“CTA”) witness Ms. Emily Ziring; CTA/METRA witness Mr. James 23 
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G. Bachman; Dominion Retail, Inc. witness Mr. James L. Crist; and Natural Resources 24 

Defense Council (“NRDC”) witnesses Dr. Karl A. McDermott and Mr. Ralph Cavanagh. 25 

Q. What are the subjects addressed by your rate design rebuttal testimony? 26 

A. I respond to regulatory and ratemaking policy issues raised by parties relating to rate 27 

design.  This includes the following subjects: 28 

 In Section II, I explain that ComEd’s embedded cost of service study (“ECOSS”) 29 

attached to the rate design rebuttal testimony of ComEd witness Heintz as ComEd 30 

Ex. 51.1 is reasonable and should be used for ratemaking purposes.  If the 31 

Commission directs ComEd to implement a Primary Voltage Delivery Class, 32 

ComEd’s ECOSS filed as ComEd Ex. 51.2 is reasonable and should be used for 33 

ratemaking purposes. 34 

 In Section III, I respond to testimony regarding ComEd’s proposal to implement 35 

a Straight Fixed Variable (“SFV”) rate design. 36 

 In Section IV, I respond to the specific rate design issues raised by the Railroad, 37 

Extra Large Load and High Voltage delivery classes. 38 

 In Section V, I respond to miscellaneous rate design related issues raised by Staff. 39 

 Finally, in Section VI, I note the support provided by Dominion Retail for 40 

ComEd’s proposal relating to the purchase of receivables. 41 

My conclusions are also summarized in the List of Issues and Major Conclusions 42 

that precedes the Table of Contents. 43 

Q. Do you address all the comments and criticisms made in the rebuttal testimony of 44 

Staff and Intervenors? 45 
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A. No.  For example, Mr. Bodmer raises numerous questions to which my colleagues and I 46 

respond.  However, his testimony also addresses matters of no bearing on those subjects 47 

and raises at least five tariff-related issues on which he fails to provide a detailed analysis 48 

because of a professed concern that the Commission lacks the time or resources to study 49 

these issues.  (City Ex. 1.0, 66:1296-70:1408.)  Under these circumstances, it is 50 

impractical to respond to all issues and passages in Mr. Bodmer’s testimony.  ComEd 51 

strongly disagrees with most of what Mr. Bodmer has written and ComEd witnesses will 52 

endeavor to spell out ComEd’s positions on matters of policy as it relates to the issues in 53 

his testimony.  In short, the Commission should not assume that, because any particular 54 

passage of Mr. Bodmer or any other witness’s testimony is not addressed in my 55 

testimony, ComEd acquiesces to, or in any way agrees with, that material. 56 

Q. How do you respond to Mr. Bodmer’s citation to testimony you prepared twenty 57 

years ago? 58 

A. With a smile and a trip down memory lane.  Seeing my testimony from 1990 reminds me 59 

of how much has changed in the span of my career.  It is hard to believe that, when I 60 

made those statements, there was no place in the entire world where retail customers 61 

could choose their electric supplier.  Retail choice proposals were being implemented in 62 

Britain and actively considered in Australia and New Zealand.  Aside from these 63 

instances, there was little serious discussion of retail access anywhere else.  64 

In the United States, discussion of competitive electric markets was largely 65 

limited to wholesale markets at Congress and the Federal Energy Regulatory 66 

Commission (“FERC”).  In 1990, the hot topics were:  whether transmission access 67 

should  be voluntary or mandatory; whether FERC should allow “network” transmission 68 

service, in addition to the industry standard “point-to-point”; whether “retail wheeling” 69 



Docket No. 10-0467 
ComEd Ex. 46.0 

Page 4 of 30 

was a legitimate transaction, or simply the local utility’s load-following service; the so-70 

called “and” vs. “or” debate over transmission pricing, i.e., whether transmission pricing 71 

should be based on the higher-of embedded costs, opportunity costs, or incremental costs 72 

or on all three together; whether FERC had the authority to condition its approval of 73 

mergers and market-based pricing on the provision of transmission access; how the 74 

owners of IPPs who were not QFs or SPPs under PURPA could avoid the onerous 75 

restrictions of PUHCA.1 76 

In Illinois, there were nine non-affiliated electric utilities.  An issue facing these 77 

utilities was bringing nuclear power plants into rate base.  The hot topic was integrated 78 

resource planning (“IRP”).  The big structural question they faced was whether and how 79 

they should reorganize into exempt holding companies under Sections 3(a)(1) or 3(a)(2) 80 

of PUHCA.  One large utility made this transition, forming a Section 3(a)(1) exempt 81 

holding company named Unicom.  82 

In 1990, the issue was how utilities should price their bundled services.  Back 83 

then, the concern was mainly one of allocating the cost of bundled generation among 84 

captive customers.  Little attention was paid to pricing distribution services efficiently, 85 

since distribution was a smaller part of the bill.  Moreover, the effect of inefficient 86 

distribution rates on competitive markets was not a factor because there were no 87 

competitive markets.  88 

Q. Have electricity markets changed since you wrote your testimony in 1990? 89 

                                                 
1 For those unfamiliar with some of these abbreviations: IPPs are Independent Power Producers, QFs are 

qualifying facilities using cogeneration or renewable technologies; SPPs are small power producers; PURPA is the 
Public Utility Regulatory Policies Act of 1978, many provisions of which no longer apply to states like Illinois with 
robust competitive markets; and PUHCA is the Public Utility Holding Company Act of 1935 (more on PUHCA in a 
moment).   
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A. Yes.  The world in 2010 could scarcely be more different.  Following Congressional 90 

passage of two Energy Policy Acts, one in 1992 and another in 2005, wholesale markets 91 

today bear little resemblance to the markets in 1990.  Transmission access is mandatory. 92 

FERC’s regulatory authority to order whatever transmission service it can justify is not in 93 

doubt.  Today the “and” versus “or” debate, on which countless legal dollars were spent, 94 

seems silly.  A new category of electric utility, Exempt Wholesale Generators, was 95 

created, and PUHCA has been repealed.  96 

In Illinois, electric utilities have consolidated.  In 1997, the General Assembly 97 

passed the Electric Service Customer Choice and Rate Relief Law.  220 ILCS 5/16-101 et 98 

seq.  Utilities have unbundled and spun off their generation.  Retail choice is now 99 

available to every customer; some large customer classes no longer even have the option 100 

of taking fixed price bundled service from ComEd.  Those integrated resource plans, if 101 

specimens still exist, are gathering dust on some book shelf or taking up space in a 102 

windowless repository.  They haven’t been read in 15 years, maybe longer.  103 

Q. Have there been any changes in distribution rate making theory? 104 

A. Yes.  There have been great strides in the theoretical discussion of distribution rate 105 

making.  Since I wrote that testimony in 1990, I personally have done considerable 106 

research on efficient distribution rate making on behalf of many industry stakeholders.  107 

My thinking has certainly evolved since 1990, as the industry has itself.  108 

In this new, competitive marketplace, the importance of efficient distribution 109 

pricing has taken on a new urgency, as distribution is the vital link between retail 110 

customers and their generation providers.  Unlike 1990, distribution pricing can no longer 111 

be simply an afterthought because inefficient distribution prices will have an impact on 112 

the efficiency of the market as a whole.  113 
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Q. Does ComEd apply this evolution in distribution design in this proceeding? 114 

A. Yes.  ComEd proposes SFV pricing as a way to properly allocate the costs of distribution.  115 

In this way, customer power supply and consumption decisions will be based on the real 116 

cost of delivery, with fewer artificial, non-cost-based signals clouding these decisions.  117 

Customer choices will now be influenced more on cost causation impacts that more 118 

accurately reflect reality.  While there are other reforms that may make distribution 119 

pricing even more accurate, moving toward SFV rates is a great improvement over 120 

volumetric rates.   121 

C. Itemized Attachments 122 

Q. What are the attachments to your rate design rebuttal testimony? 123 

A. ComEd Ex. 46.1 is a copy of ComEd’s supplemental response to Staff Data Request PL 124 

4.10.  ComEd Ex. 46.2 provides illustrative tariff language that may be helpful in the 125 

Commission’s evaluation of a decoupling mechanism.  ComEd Ex. 46.3 is a table that 126 

shows the correlation between the percent of fixed costs recovered via fixed charges and 127 

the percent of total costs recovered via fixed charges for residential customers and 128 

nonresidential customers under ComEd’s proposed rate design. 129 

II. Rate Design Policy 130 

Q. How do the issues of interclass revenue allocation and rate design fit within this rate 131 

case proceeding? 132 

A. The issues of interclass revenue allocation and rate design must be placed in their proper 133 

perspective.  This portion of the case is not about determining ComEd’s revenue 134 

requirement.  Rather, it concerns the allocation of the revenue requirement among 135 

customer classes and rate elements.  This is a zero-sum (revenue neutral) process, with 136 
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the objective of allocating the revenue requirement among customer classes in a manner 137 

that is fair to customers, while allowing for full recovery of these revenues.  If one 138 

customer class does not pay its fair share of costs, another customer class ultimately must 139 

pick up the bill, which results in a subsidy. 140 

In this proceeding ComEd proposes a reasonable approach to apportion costs 141 

using the Commission’s preferred embedded cost approach to minimize interclass rate 142 

subsidies.  In making decisions concerning interclass revenue allocation and rate design, 143 

ComEd sought to balance the interests of all customers that receive services and pay rates 144 

established through this regulatory process.   145 

Nevertheless, as the Commission found in ComEd’s last rate case, certain 146 

customer classes have enjoyed interclass subsidies for many years and eliminating 147 

subsidies at one time can place burdens on customers.  (Commonwealth Edison Co., 148 

Docket No. 07-0566, Order (Sept. 10, 2008) (“2007 Rate Case Order”), at 213.)  As I 149 

noted in my direct testimony in this case, and as the Commission required in ComEd’s 150 

last rate case (id.), ComEd addresses other goals of rate design, including gradualism, 151 

through phase-ins and specific programs developed to meet those goals while minimizing 152 

cost and price distortions.  (ComEd Ex. 14.0 Rev., 8:172-74.) 153 

Q. Would you please provide an overview of your response to the parties’ rate design 154 

testimony? 155 

A. As in ComEd’s last two rate cases, Docket No. 05-0597 and Docket No. 07-0566, various 156 

customers and customer groups endorse shifting costs to other customer classes to reduce 157 

their own rates.  Several examples are as follows: 158 
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1. Commercial Group witness Vite recommends that the Commission 159 
eliminate subsidies by setting rates for the various customer classes based 160 
on the cost of serving each class.  (CG Ex. 2.0, 2:32-37.)   161 

2. Kroger witness Townsend supports ComEd’s proposal to set rates equal to 162 
cost based on the ECOSS with the proposed phase-ins for the Extra Large 163 
Load, High Voltage and Railroad classes.  (Kroger Ex. 1.0, 3:45-47.) 164 

3. Staff witness Boggs also recommends that the Commission order a 165 
consistent, cost-based approach to revenue allocation for all classes.  (Staff 166 
Ex. 13.0, 10:170-82.)  Mr. Boggs criticizes the Company’s approach 167 
toward revenue allocation for the Extra Large Load, High Voltage and 168 
Railroad customer classes because it limits the overall increases for these 169 
classes and provides them with below average revenue increases where the 170 
difference must be made up by other nonresidential customer classes.  171 
(Id.)  Mr. Boggs proposes that the Commission increase Railroad class 172 
revenues by 25% of the difference between the Company’s exemplar 173 
revenues and the full embedded costs and that it increase class revenue 174 
allocation recovery an additional 33% toward full cost recovery from the 175 
exemplar levels presented in ComEd Ex. 21.1 for the Extra Large Load 176 
and High Voltage customer classes.  (Id., 12:213-28.)   177 

4. AG/CUB witness Rubin recommends that the Commission require ComEd 178 
to retain the four existing residential classes based on his conclusion that 179 
there are significant differences in usage characteristics and cost of serving 180 
each type of customer.  (AG/CUB Ex. 6.0, 42:860-46:937.)  Mr. Rubin 181 
also recommends that the Commission reject ComEd’s proposal to 182 
increase customer charges and reduce the distribution facilities charges 183 
(“DFCs”) for residential customers. He justifies his position on the 184 
erroneous contention that ComEd’s proposal does not promote efficiency 185 
and social welfare, and is neither fair nor equitable to residential 186 
customers.  I will refute his position below.  187 

ComEd seeks to set delivery service rates on traditional cost-causation principles 188 

and other goals of rate design to ensure that all customers are paying their fair share for 189 

delivery service.  Accordingly, ComEd asks the Commission to approve its proposed 190 

interclass allocation and rate design, as described in ComEd’s testimony in this 191 

proceeding. 192 

III. ComEd’s Straight Fixed Variable Proposal 193 

Q. What testimony do you respond to in this section of your testimony? 194 
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A. I respond to a portion of the testimonies of various witnesses who are critical of ComEd’s 195 

SFV proposal.  196 

Q. What is ComEd’s SFV proposal? 197 

A. In my direct testimony, I presented ComEd’s SFV proposal, as well as a description of an 198 

SFV rate design and the resulting benefits.  (ComEd Ex. 14.0 Rev., 8:175-23:459.)  In 199 

short, ComEd proposes that the delivery rate design for the residential delivery classes 200 

that do not have demand-based charges move toward SFV.  In an SFV design, fixed 201 

costs, which do not vary with monthly energy use, are collected through the customer 202 

charge, the standard metering service charge, and other charges that also do not vary with 203 

energy use.  Those delivery costs that do vary with a customer’s energy use are recovered 204 

though charges that also change with the customer’s use (such as the DFC, and the 205 

proposed Illinois Electricity Distribution Tax Charge or “IEDT”).  I concluded that the 206 

Commission should approve ComEd’s proposal to gradually move to an 80% SFV 207 

because this rate design more closely reflects the correct division between fixed and 208 

variable costs.   209 

Q. How do you respond to the various witnesses who are critical of ComEd’s SFV 210 

proposal? 211 

A. It continues to be ComEd’s position that its proposed phase-in of the SFV rate design 212 

should be approved by the Commission in this proceeding for the reasons I articulated in 213 

my direct testimony.  (ComEd Ex. 14.0 Rev., 8:175-23:459.)   214 

I will respond to specific witness statements below but note as an overall matter 215 

that Staff witness Boggs’ position is inconsistent with recent Commission decisions to 216 

either decouple or move toward an SFV in rate cases filed by North Shore/Peoples Gas, 217 
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the Ameren Companies, and Nicor Gas recognizing the importance of recovering fixed 218 

costs predominantly through fixed charges.  (The Peoples Gas Light and Coke 219 

Company/North Shore Gas Company, Docket Nos. 07-0241/07-0242 (cons.), Order (Feb. 220 

5, 2008), at 150-53; also Docket Nos. 09-0166/09-0167 (cons.), Order (Jan. 21, 2010), at 221 

218; Ameren Illinois Utilities (“AIU”), Docket No. 07-0585, et al. (cons.), Order (Sept. 222 

24, 2008), at 237; Northern Illinois Gas Co. d/b/a Nicor Gas Co., Docket No. 08-0363, 223 

Order (Mar. 25, 2009), at 71.) 224 

In addition, in ComEd’s 2005 rate case, the Commission rejected Staff’s proposal 225 

of “a 20% reduction in all facilities charges to address the environmental impact related 226 

to the production of electricity,” based on the following reasoning:   227 

While the Commission shares Staff's concerns over the 228 
environmental impact of generating electricity, the Commission 229 
believes that a 20% shift in the recovery of costs from the customer 230 
charge to the delivery charge is unwarranted.  Elsewhere in this 231 
Order and in other docketed proceedings, the Commission is 232 
taking affirmative steps to encourage conservation and off-233 
peak usage of electricity.  All things considered, the Commission 234 
believes Staff’s proposed twenty percent adjustment, as it would 235 
apply to ComEd, should be rejected, because it results in the 236 

recovery of what are largely fixed costs through variable 237 
charges. This shift in cost recovery, which potentially exposes 238 
ComEd to the risk of underrecovery, is not warranted. 239 

(Commonwealth Edison Co., Docket No. 05-0597, Order (July 26, 2006), at 204 240 

(emphasis added)). 241 

Q. A number of witnesses maintain that ComEd’s SFV proposal is to recover 60%, 242 

70%, and then 80% of its fixed costs from fixed charges.  Are they correct?  (Staff 243 

Ex. 13.0, 16:308-17:312, NRDC Ex. 2.0, 4:68.) 244 

A. No.  ComEd’s SFV proposal is to recover 60%, 70%, and then 80% of its total costs 245 

from fixed charges for the subject customer groups.  There appears to be some confusion 246 
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with respect to this concept.  In particular, Staff witness Boggs erroneously believes that 247 

ComEd is inconsistent in its proposal.  (Staff Ex. 13.0, 28:544-29:567.)  As Mr. Boggs 248 

notes, ComEd addressed this concept in its supplemental response to Staff Data Request 249 

PL 4.10, a copy of which is attached to this testimony as ComEd Ex. 46.1.  In that 250 

response, ComEd specifically called attention to the fact that different answers result 251 

when a percentage is based upon fixed costs versus when a percentage is based upon total 252 

costs: 253 

Please note that part (A)(a) of this supplemental response provides, 254 
as requested, the percent of fixed costs proposed to be recovered 255 
from fixed charges, which is different from what is provided in 256 
Table D1 at page 10 of ComEd Ex. 16.0 Revised.  Table D1 257 
provides the percent of revenue (total costs) proposed to be 258 
recovered from fixed charges. 259 

ComEd Ex. 46.1. 260 

ComEd Ex. 46.3 shows the correlation between the percent of fixed costs 261 

recovered via fixed charges and the percent of total costs recovered via fixed charges for 262 

residential customers and nonresidential customers under ComEd’s proposed rate design.  263 

Q. Is there any validity to Mr. Boggs’ claim that the SFV “conflicts with ComEd’s 264 

stated policy and its own efforts to promote rate payer conservation.”  (Staff Ex. 265 

13.0, 18:336-37.) 266 

A. No.  Mr. Boggs’ claim does not make sense.  When a volumetric (per kWh) charge is 267 

high, there is less incentive for a utility to promote reduced electric consumption among 268 

customers.  A utility with a high volumetric (per kWh) charge is more likely to promote 269 

increased energy consumption in order to increase revenues.  Mr. Boggs’ own testimony 270 

states that “a larger customer charge and lower volumetric charge reduces the utilities 271 

profit from increased sales, reducing the utility disincentive to promote energy 272 
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efficiency.”  (Staff Ex. 13.0, 19:369-71.)  By reducing the volumetric charge, a utility 273 

would be more likely to promote energy efficiency and reduced electricity usage because 274 

revenues are less sensitive to increases or decreases in electricity usage.   275 

Q. How do you respond to Mr. Boggs’ concern that ComEd’s proposed rate design, 276 

which reduces the volumetric charge for delivery service, would discourage 277 

customers from conserving energy, and to NRDC witness McDermott’s musings 278 

that, if the Commission were to adopt an SFV rate design, it would be “moving 279 

down the path of reducing the incentive to conserve”?  (Staff Ex. 13.0, 18:345-50; 280 

NRDC Ex. 1.0, 5:102-05.) 281 

A. I appreciate their concern with regards to conservation; however, you cannot arbitrarily 282 

design distribution rates to achieve conservation objectives.  There are three things to 283 

keep in mind with regard to our proposed rate design.  First, it is important to send 284 

correct price signals to customers.  As reflected in ComEd’s supplemental response to 285 

Staff Data Request PL 4.10, over 97% of total delivery costs are related to costs that are 286 

fixed in nature.  (ComEd Ex. 46.1.)  Recovering fixed costs through the application of 287 

volumetric charges sends inaccurate price signals to customers.  When customers respond 288 

to rates that do not accurately reflect cost causation, inefficiency results, and society 289 

suffers, as I noted in my direct testimony.  (ComEd Ex. 14.0 Rev., 5:109-6:115.)  Second, 290 

I also noted that in making revisions to rate design, gradualism can play an important 291 

role, and ComEd is employing gradualism in its proposal.  ComEd is not proposing a 292 

complete elimination of volumetric charges for the recovery of its delivery service costs.  293 

Over a three year phase-in period, ComEd is proposing to reduce the use of volumetric 294 

charges for the recovery of 40%, then 30%, and finally 20% of its overall delivery service 295 

costs.  Third, as a percentage of a typical customer’s total bill for bundled electric service, 296 
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the portion that ComEd proposes to be recovered via the application of fixed charges is 297 

significantly less than the amount that will continue to be recovered through the 298 

application of volumetric charges. There will continue to be significant overall cost 299 

recovery through the proper application of volumetric charges for electric supply service. 300 

Q. Mr. Boggs states that the SFV rate design does not take into account the 301 

environmental costs associated with the producing electricity, including emissions 302 

from coal plants, climate change, and supply resource depletion.  (Staff Ex. 13.0, 303 

20:396-401.)  Should ComEd’s proposed SFV rate design take these costs into 304 

consideration in developing its delivery service rates? 305 

A. No.  As an economist I appreciate the concept of externalities and the situation that 306 

commonly arises where market prices do not reflect full societal costs.  However, this 307 

argument is relevant to supply prices, not distribution rates.  As Mr. Boggs notes, the 308 

various costs he lists are associated with electricity supply.  ComEd does not produce 309 

electricity, and the costs under consideration in this proceeding are not associated with 310 

the production or supply of electricity.  The supply-related costs Mr. Boggs lists are 311 

appropriately recovered via the application of supply charges which are already 312 

volumetric in nature for electricity supply that ComEd procures for customers.  The rates 313 

set in this proceeding should reflect ComEd’s costs to deliver electricity and should not 314 

account for or provide for the recovery of costs associated with electricity supply. 315 

Q. How do you respond to Mr. Boggs’ statement that ratemaking should consider the 316 

concerns raised by Frank Clark regarding environmental costs?  (Staff Ex. 13.0, 317 

21:403-22:428.) 318 
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A. ComEd agrees with Mr. Clark’s comments cited in Mr. Boggs’ testimony.  Moreover, 319 

ComEd’s SFV proposal is consistent with the statements of Mr. Clark. 320 

Q. What is your response to Mr. Boggs’ assertion that “the SFV rate design would shift 321 

costs from large customers to small customers under the mistaken notion that the 322 

two groups are responsible for an equal share of fixed costs” and to NRDC witness 323 

Cavanagh’s assertions that ComEd’s SFV rate design “unfairly shifts costs from 324 

high volume to low volume users” and is “the equivalent of a regressive subsidy for 325 

increased electricity consumption”?  (Staff Ex. 13.0, 18:337-39; NRDC Ex. 2.0, 4:67-326 

71, 9:179-85.) 327 

A. Mr. Boggs’ and Mr. Cavanagh’s assertions are not correct.  First, it is necessary to clarify 328 

what is meant by large customers versus small customers.  Based on his testimony and 329 

his response to Data Request ComEd-Staff 6.01, Mr. Boggs distinguishes between large 330 

versus small customers on electricity usage.  However, the lion’s share of ComEd’s 331 

delivery service costs are based not upon the amount of electricity used (kWh) but rather 332 

upon the maximum rate at which electricity is used (kW).  The Commission 333 

acknowledged this in the 2007 Rate Case Order:  “The record shows that distribution 334 

facilities must be planned and built to meet customers’ maximum loads, regardless of 335 

when those may occur.”  (2007 Rate Case Order at 217.)   336 

Consider two customers using electricity in the summer.  One customer, using the 337 

electricity every day for air conditioning, might be using 1,000 kWh.  The other 338 

customer, trying to be more energy efficient, might refrain from using air conditioning 339 

for the first three days of a four day heat wave.  This second customer might be using 340 

only 500 kWh in the month.  While their kWh usage is different, the delivery service 341 

facilities ComEd must have in place for both customers could very well be identical, and 342 
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therefore, the customers should be responsible for equal shares of ComEd’s fixed 343 

delivery costs. 344 

Now consider two customers that use identical amounts of electricity in the 345 

month, for example, 1,000 kWh. While using the same number of kWh’s, they may not 346 

be responsible for equal shares of ComEd’s fixed costs because one might spread her 347 

usage out over the course of the month, while the other uses her electricity predominantly 348 

during peak periods.  While their maximum usage at any given time is different, ComEd 349 

still has to have sufficient capability to deliver electricity to both during at peak periods.   350 

These examples show that it is quite possible for two customers to use different 351 

amounts of kWhs but be responsible for equal shares of fixed costs. These examples 352 

show that, regardless of load shape, ComEd must consider the maximum rate at which 353 

the electricity is used, not just the quantity of electricity used.  They also show that it is 354 

not appropriate for ComEd to assign cost responsibility or recover its costs for its 355 

delivery service facilities based simply on electricity usage.   356 

In our SFV proposal, ComEd has made an appropriate distinction between single 357 

family residential customers and multi-family customers.  This distinction is appropriate 358 

because, in general, the maximum rate at which multi-family customers use electricity is 359 

less than the maximum rate at which single family customers use electricity.   360 

Q. How do you respond to Mr. Boggs’ claim that it is reasonable to associate 361 

environmental costs with usage charges because as electricity demands increase, the 362 

environmental costs of electricity generation increase? 363 

A. I have concerns with Mr. Boggs’ claims.  As I previously noted, electricity kWh usage is 364 

different from electric kW demand (i.e., the rate at which electricity is used).  In addition, 365 

it is not necessarily true that increases in electric demand lead to increases in 366 
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environmental costs.  Environmental costs are dependent upon a host of factors, 367 

particularly the type of generation used to meet the increased demand for electricity.  368 

This being said, it is important to remain cognizant of the fact that we are discussing 369 

distribution services here and not generation or supply.  370 

Q. Has the Commission addressed in other cases the concerns of Intervenors on the 371 

impact of SFV on energy efficiency?  372 

A. Yes.  The Commission addressed these concerns most recently in Nicor Gas’ last rate 373 

case as follows:  374 

The Commission is not convinced that an SFV rate design reduces 375 
the incentive to conserve natural gas. These costs are in fact fixed 376 
costs, cannot be conserved, and result in an under-recovery of 377 
fixed costs for the utility during periods of milder than average 378 
weather and an over-recovery of fixed costs for the utility during 379 
periods of colder than average weather. We conclude there is no 380 
disincentive a consumer may have by a move toward recovering 381 
fixed costs through fixed charges, as opposed to recovery on a 382 
volumetric basis. We further conclude that a Rate 1 design that 383 
more accurately reflects a consumer‘s actual costs does not impede 384 
conservation. 385 

(Northern Illinois Gas Co. d/b/a Nicor Gas Co., Docket No. 08-0363, Order (Mar. 25, 386 

2009), at 92.) 387 

Q. How do you respond to Mr. Boggs’ concern about inconsistencies that would result 388 

between residential and nonresidential classes if ComEd’s SFV rate design is 389 

approved? 390 

A. In addressing his concern, Mr. Boggs presented just a portion of a table that ComEd 391 

provided in response to Staff Data Request PL 4.11.  However, a partial table tells only a 392 

partial story.  It would be incorrect to assume that cost recovery not shown in Mr. Boggs’ 393 

version of the table, labeled Table 13.1 in his testimony, is recovered via a volumetric per 394 
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kWh charge.  The table in its entirety is reproduced below.  It shows that, except for the 395 

High Voltage Delivery Class, ComEd recovers most of its costs for each nonresidential 396 

delivery class through a per-kW capacity charge applicable to the Maximum Kilowatts 397 

Delivered (“MKD”).  The percentage of ComEd’s total delivery service costs recovered 398 

via per-kWh volumetric charges is less than 20%--the amount of volumetric pricing 399 

ComEd proposes ultimately to apply to residential customers.  In most cases, it is 400 

significantly less than 20% for nonresidential customers.  This approach provides a better 401 

match between the way ComEd incurs distribution-related costs and the way ComEd 402 

recovers those costs.   403 

Cost recovery for two lighting sectors appears on the chart to be 100% cost 404 

recovery through per kWh volumetric charges.  However, the kWhs are imputed based 405 

upon lighting unit kW loads and set hours of operation per month.  For the third lighting 406 

delivery class, 98.8% of total cost recovery occurs through fixed charges.   407 
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 Percent of Revenue from Delivery Class (1) 
 Fixed 

$/Month 
DFC and ACT (2) 

$/kW  
Variable 
$/kWh 

Delivery Class    
Small Load 20.3% 75.0% 4.7% 
Medium Load 4.0% 88.9% 7.2% 
Large Load 2.6% 89.7% 7.7% 
Very Large Load 4.8% 87.1% 8.1% 
Extra Large Load (3) 1.9% 84.2% 13.9% 
High Voltage (3) 3.2% 55.4% 41.4% 
Railroad (3) 2.3% 84.3% 13.3% 
Fixture-Included Lighting 98.8%  1.2% 
Dusk to Dawn Lighting   100% 
General Lighting   100% 
Notes: 
(1)  Each row may not sum to exactly 100% due to minor rounding. 
(2)  Please see ComEd’s supplemental response to Staff Data Request 
       PL 4.09. 
(3)  These classes’ proposed DFC charges are set below 100% of EPEC. 

 408 

Q. Do you have a concern with Mr. Boggs’ claim that “nonresidential customer classes 409 

would have an advantage of much more flexibility than the residential classes to 410 

control the level of their monthly electricity bills by adjusting electricity usage”?  411 

(Staff Ex. 13.0, 29:575-77.) 412 

A. Yes.  Again, Mr. Boggs seems inappropriately to equate electricity usage in kWh with 413 

maximum demands in kW.  It is quite possible for a nonresidential customer to lower its 414 

electricity usage and continue to have exactly the same delivery service bill because the 415 

customer’s electricity usage between the peak hours of 9 am and 6 pm Monday through 416 

Friday does not change.  Moreover, commercial and industrial customers may have much 417 

less flexibility in controlling their demands for electricity during those prime business 418 

operation hours. 419 
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Q. In addressing ComEd’s SFV proposal, Mr. Bodmer states that “it seems obvious 420 

that there is a correlation between income and electricity usage even if every single 421 

low use consumer does not have a low income and vice versa.”  (City Ex. 1.0, 36:696-422 

98.)  What is your response to this statement?   423 

A. Mr. Bodmer continues the misconception that low usage customers are low income 424 

customers.  He introduced this misconception in ComEd’s 2007 Rate Case (see Docket 425 

No. 07-0566, City Ex. 1.0, 80:1458-69) and continued it in ComEd’s Rate Design 426 

Investigation (see Docket No. 08-0532, City Ex. 1.0, 10:204-06).  I appreciate his 427 

persistence in advocating this position – he is obviously very concerned about the welfare 428 

of low income customers.  ComEd is also very concerned about low income customers.  429 

(That is why we proposed low income assistance as part of our alternative regulation 430 

pilot, Docket No. 10-0527.)  However, he is simply wrong here.   431 

The Commission must be careful in establishing rate policy that affects all 432 

residential customers based the erroneous assumption that low usage equates to low 433 

income.  As I pointed out in the Rate Design Investigation, reducing fixed customer 434 

charges while increasing usage charges in an effort to affect social policy goals is not a 435 

reasonable objective of rate design for an entire class of residential customers.  (Docket 436 

No. 08-0532, ComEd Ex. 4.0, 15:312-14.)  In my testimony in the Rate Design 437 

Investigation, I also pointed out that the Commission recognized the limitations in its 438 

ability to effectuate social policy through rate design in rejecting Mr. Bodmer’s proposal 439 

in ComEd’s last rate case, Docket No. 07-0566.  (Id., 15:314-16.)  Utility rate design is 440 

not a tool that can be wielded with such precision as to only aid those in need of 441 

assistance.  The Commission correctly recognized this fact in identifying the 442 

shortcomings of the City’s proposal in the last rate case, concluding that the “record … 443 
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does not demonstrate that low-income customers are necessarily low-usage customers, or 444 

vice versa” and that “[t]here are other means in place that more precisely target the policy 445 

issue that the City seeks to address here.”  (2007 Rate Case Order, at 212.)  Mr. Bodmer 446 

has not provided evidence to rebut the deficiencies identified by the Commission in its 447 

Order; instead, he continues to equate low use with low income customers wholly 448 

without support, simply because it “seems obvious.” 449 

Q. Is Dr. McDermott correct when he indicates that ComEd is proposing to set its 450 

volumetric charges for delivery service to zero?  (NRDC Ex. 1.0, 5:97-98.) 451 

A. No.  ComEd is proposing to recover over a three year phase-in period first 40%, then 452 

30%, and finally 20% of its overall delivery service costs for residential customers and 453 

nonresidential customers in the Watt-Hour Delivery Class via volumetric per kWh 454 

charges. 455 

Q. Dr. McDermott states that well-known external costs of the production of electric 456 

energy (e.g., emission costs) are not included in ComEd’s cost of service study.  457 

Should they be? 458 

A. No.  ComEd’s ECOSS presents the costs incurred by ComEd to provide distribution 459 

service.  Costs associated with the supply of electricity are not the subject of this 460 

proceeding.  An appropriate venue in which supply-related costs could be addressed 461 

could be the Section 9-250 investigation suggested by Staff witness Clausen.  (Staff Ex. 462 

14.0, 5:95-101.)  As further addressed in Section V below, ComEd supports Staff witness 463 

Clausen’s proposal. 464 

Q. Dr. McDermott (NRDC Ex. 1.0, 5:91-92), AG/CUB witness Rubin (AG/CUB Ex. 6.0, 465 

16:310-15) and City witness Bodmer (City Ex. 1.0, 14:252-65) all seem to believe that 466 
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ComEd is proposing to set its rates for residential customers to recover short run 467 

marginal costs.  Is ComEd proposing to set its rates for delivery service at its short 468 

run marginal costs? 469 

A. No.  ComEd is proposing to set the delivery service rates for all its customers to recover 470 

its embedded costs.  There is no part of my direct testimony (ComEd Ex. 14.0 Rev.) in 471 

which I ever use the word marginal.  In fact, we are attempting to use our non-volumetric 472 

charges to recover 80% of our embedded total costs while our volumetric rates recover 473 

the remaining fixed costs and our embedded variable costs.  There is a significant 474 

difference that all economists should recognize between average embedded variable costs 475 

and marginal costs, let alone short-run marginal costs. 476 

Q. City witness Bodmer also asserts that ComEd is applying the Ramsey pricing 477 

approach with its SFV proposal.  (City Ex. 1.0, 5:80-84.)  Was the concept of 478 

Ramsey pricing ever considered in creating ComEd’s proposal? 479 

A. No. 480 

Q. How do you respond to Dr. McDermott’s statement that the Commission rejected a 481 

decoupling mechanism for AIU because it already approved a decoupling pilot and 482 

was unwilling to extend that pilot?  (NRDC Ex. 1.0, 13:274-78.) 483 

A. Dr. McDermott does not tell the whole story about the Commission’s actions in AIU’s 484 

2007 Rate Case, Docket No. 07-0585, et al. (cons).  Dr. McDermott is correct that the 485 

Commission expressed a desire to await the results of the North Shore/Peoples Gas 486 

decoupling pilot. What he does not say is that, in lieu of decoupling, the Commission 487 

ordered SFV.  As stated in the Order, “[a]ccordingly, the Commission concludes that it 488 

will not adopt AIU's Rider VBA, but that it will direct AIU to increase its monthly 489 
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customer charge for the GDS-1 and GDS-2 classes to recover more of its fixed delivery 490 

services costs.”  (Docket No. 07-0585, et al. (cons.), Order at 237.) The Commission 491 

further specifies, “AIU should modify its monthly customer charges for these classes 492 

[GDS-1 and GDS-2] to recover 80% of the fixed delivery services costs approved in this 493 

proceeding.”  (Id.) 494 

I also note that, in Nicor Gas’ last rate case, the Commission rejected decoupling 495 

Rider VBA in favor of an 80% SFV:  “[T]he Commission will not be adopting Rider 496 

VBA and instead will adopt Nicor’s alternative 80% SFV rate design for Rate 1.”  497 

(Northern Illinois Gas Co. d/b/a Nicor Gas Co., Docket No. 08-0363, Order at 71.) 498 

Q. How do you respond to Mr. Cavanagh’s statement that, “it is of course utility bills, 499 

not rates, that matter to customers”?  (NRDC Ex 2.0, 19:374-75.) 500 

A. I agree with Mr. Cavanagh.  It is one of the reasons why ComEd is required to offer and 501 

customers take advantage of the budget billing option.  Customers are concerned with 502 

their electricity bills, and I believe that customers often desire electric service bills that 503 

are stable from month to month.  With its movement toward recovery of fixed costs 504 

through fixed charges, ComEd’s SFV proposal provides stability in the amount of 505 

customers’ bills for delivery service. 506 

Q. Mr. Cavanagh addresses the issue of incorporating an adjustment for weather 507 

abnormalities in any potential decoupling mechanism and recommends against the 508 

inclusion of any such adjustment.  (NRDC Ex. 2.0, 21:414-21.)  If the Commission 509 

adopts a decoupling mechanism, is an adjustment like Mr. Cavanagh proposes 510 

required? 511 
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A. No.  If a decoupling mechanism is set up to provide for an approved revenue per 512 

customer based upon the 2009 test year, then that approved amount already includes a 513 

normalization feature, and no further alteration of the decoupling adjustment would be 514 

needed to account for weather abnormalities going forward.  515 

Q. How do you respond to Mr. Cavanagh’s concern that “[r]ecovering all or most fixed 516 

costs as fixed charges would require radical changes in rate design…“?  (NRDC Ex. 517 

1.0, 9:179-80.) 518 

A. By applying the principle of gradualism, ComEd is phasing in its transition to SFV over 519 

three years.  Moreover, the Commission has already approved far more rapid transitions 520 

to SFV in AIU (Docket No. 07-0585, et al. (cons.)) and Nicor Gas (Docket No. 08-0363).  521 

ComEd’s SFV proposal is certainly not radical in Illinois.  522 

Q. How do you respond to Mr. Cavanagh’s concern that “[r]ecovering all or most fixed 523 

costs as fixed charges … would reduce customers’ rewards for conserving at the 524 

very time when Illinois state policy and the public interest call urgently for more 525 

efficient use of electricity”?  (NRDC Ex. 1.0 9:180-82.) 526 

A. Mr. Cavanagh is trying to use distribution rates to accomplish something that is more 527 

appropriately accomplished by generation pricing. Short-term reductions in end-use 528 

consumption do not “conserve” distribution in the sense that there are few, if any, 529 

reductions in distribution costs when end-use consumption declines.  530 

Looking at it another way, one reason ComEd prefers SFV over decoupling is that 531 

a distribution price structure that more closely parallels distribution cost causation 532 

removes distribution as a factor in power supply and energy consumption choices. This 533 

will ensure that the most efficient power supply and consumption choices will emerge. 534 
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Since distribution is a smaller portion of the customer’s bill, there will still be large 535 

volumetric price signals to which customers will respond.  Most of these remaining 536 

volumetric price signals will correspond to real changes in cost.  537 

Q. How do you respond to Mr. Cavanagh’s criticism of the Commission’s recent 538 

decisions that shift cost recovery away volumetric rates to fixed charges?  539 

A. The Commission has it right.  As Mr. Cavanagh notes, in Nicor Gas the Commission 540 

stated that “[m]oving a greater percentage of fixed cost recovery to fixed charges rather 541 

than volumetric charges provides a more stable revenue stream and sends a better price 542 

signal to the consumer.”  (Northern Illinois Gas Co. d/b/a Nicor Gas Co., Docket No. 08-543 

0363, Order (Mar. 25, 2009), at 91.)  While customers will see lower direct bill impacts 544 

from reducing consumption with SFV rates, I have faith that, if given accurate price 545 

signals, the competitive market will ultimately find superior ways to improve efficiency 546 

and reduce consumption than by artificially raising the volumetric portion of distribution 547 

rates.   548 

Q. Are there other factors that Mr. Cavanagh does not consider? 549 

A. Yes. With SFV pricing, customers will know up-front their cost of distribution. This will 550 

give price certainty without the need for adjustments later. As ComEd witness Mark 551 

Lowry testifies, SFV pricing is accompanied by “the lowest administrative costs by far.” 552 

(ComEd Ex. 47.0, 13:261.)  553 

Moreover, the recent Appellate Court decision invalidating Rider SMP raises 554 

serious questions as to whether a decoupling rider would survive court challenge.  555 

ComEd prefers to avoid this possibility by accomplishing decoupling within standard 556 

rates that are unaccompanied by later adjustments. While customers will already know 557 
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the total revenue they can expect to pay ComEd with other forms of decoupling, ComEd 558 

believes it is better that customers receive these price signals in advance.  559 

Q. Do you have an overall opinion on Mr. Cavanagh’s decoupling proposal?  560 

A. ComEd is still reviewing the implications of the proposal internally, especially the 561 

workings of the 3% soft cap.  However, ComEd witness Lowry suggests that its terms are 562 

generally reasonable.  (See ComEd Ex. 47.0, 17:347-48.)  I note that NRDC did not 563 

provide a tariff to implement Mr. Cavanagh’s proposal.  Thus, I offer as an attachment to 564 

my testimony, ComEd Ex. 46.2, a sample tariff that would implement Mr. Cavanagh’s 565 

recommendation, except for the 3% soft cap.  As of yet, ComEd has no opinion on the 566 

3% soft cap.  Should the Commission decide that NRDC’s approach is preferable, this 567 

sample tariff would be an appropriate vehicle.   568 

Q. Does ComEd Ex. 46.2 constitute a ComEd proposal to implement a decoupling 569 

mechanism? 570 

A. No.  ComEd simply offers the sample tariff to ensure that a tariff reflecting Mr. 571 

Cavanagh’s proposal is prepared in a way that is consistent with ComEd’s other tariffs.  572 

Q. Mr. Cavanagh proposes a general true-up decoupling approach (NRDC Ex. 2.0, 573 

15:295-312) but does not specify a design.  Do you have any concerns about the 574 

design of adjustments in a true-up decoupling model? 575 

A. Yes.  If adjustments are made via a volumetric per kWh credit, then there very well could 576 

be unintended undesirable consequences in a situation in which ComEd’s revenues 577 

increase.  Specifically, if an over recovery is credited to customers via a per kWh 578 

volumetric adjustment, then customers with the highest levels of electricity consumption 579 

will benefit the most.  Further, such a credit could serve to encourage customers to use 580 
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more electricity during the credit phase.  Simply put, the decoupling mechanism could 581 

serve to encourage customers to use more, not less, electricity.  At the extreme, there 582 

could be a spiraling effect with customers using ever more electricity in order to take 583 

advantage of the decoupling credits.  If a decoupling mechanism is adopted by the 584 

Commission for use in recovering ComEd’s delivery service costs, then the decoupling 585 

adjustment should not be a volumetric per kWh charge or credit; it should be a fixed 586 

monthly amount determined individually for each delivery class to which the mechanism 587 

applies. 588 

Q. Does ComEd offer any additional information for consideration in connection with 589 

the issue of decoupling? 590 

A. Yes.  In order to further inform the Commission on appropriate decoupling approaches, 591 

ComEd asked Mark Lowry, a nationally recognized expert on decoupling, to provide a 592 

report and related testimony.  (See ComEd Ex. 47.0 and 47.2.)  593 

IV. Non-Residential Rate Design Issues  594 

Q. What testimony do you respond to in this section of your testimony? 595 

A. I respond to a portion of the testimonies of CTA witness Ziring, CTA/METRA witness 596 

Bachman, METRA witness Ciavarella, and REACT witness Fults.  597 

Q. Are there policy issues related to the Railroad Delivery Class that you address? 598 

A. Yes.  CTA witness Ziring, CTA/METRA witness Bachman, and METRA witness 599 

Ciavarella state that the proposed rates for the Railroad Delivery Class do not recognize 600 

the public interest and/or highlight the public policy benefits associated with usage of the 601 

railroads by the public.  (CTA Ex. 2.0, 7:107-19; CTA/METRA Joint Ex. 1.0, 3:44-48; 602 

METRA Ex. 2.0, 5:118-22.) 603 
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Q. How do you respond to these statements? 604 

A. Contrary to the testimony of these witnesses, ComEd did consider past Commission 605 

Orders bearing on the rates for the Railroad Delivery Class, as well as the public interest, 606 

in developing the proposed rates for this class that are articulated in the testimony of 607 

ComEd witness Lawrence Alongi.  (ComEd Ex. 49.0.) 608 

Q. Are there policy issues related to the Extra Large Load and High Voltage Delivery 609 

Classes that you address? 610 

A. Yes.  REACT witness Fults recommends that the Commission reject ComEd’s proposal 611 

to increase overall distribution rates for the over 10 MW customers by 76.8% since 612 

January 2, 2007 because it improperly and disproportionately allocates excessive costs to 613 

these customers.  (REACT Ex. 1.0, 5:104-07, 7:157-58.) 614 

Q. How do you respond to Mr. Fults’ recommendation?  615 

A. I disagree with his recommendation.  There are sound policy reasons that support moving 616 

these customer classes closer to cost, which demonstrate why ComEd’s approach is 617 

appropriate and reasonable.  First, ComEd’s proposal is consistent with the 618 

Commission’s long-standing goal of moving rates toward costs when possible.  Second, 619 

ComEd’s proposal addresses rate shock concerns by applying the regulatory principle of 620 

gradualism. Rates are taking only the second of a four step process to move toward cost.  621 

Finally, adoption of ComEd’s proposal would send a strong signal from the Commission 622 

that it expects prices to reflect cost. 623 

V. Staff’s Rate Design Issues 624 

Q. Does Staff raise other issues relating to rate design? 625 
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A. Yes.  Staff witness Clausen recommends a new Section 9-250 investigation of ComEd’s 626 

electric supply rate design in order to decide whether there should be a separate supply 627 

charge for space heating customers going forward.  (Staff Ex. 14.0, 5:95-6:124.) 628 

Q. What is ComEd’s response to this recommendation? 629 

A. ComEd supports Staff witness Clausen’s proposal for the Commission to initiate a 630 

proceeding to address supply charges determined in accordance with the provisions of 631 

Rider PE and to provide for the Commission’s intention to gradually phase-out the 632 

subsidies that exist in currently effective supply charges. During the proposed 633 

proceeding, a thorough analysis of customer total energy usage and costs could be 634 

performed; specifically, in order to make appropriate comparisons and reach sensible 635 

conclusions regarding customer energy usage and costs.  In particular, the electricity 636 

usage and costs for customers with electric space heat could be compared to the electric 637 

usage and costs and the natural gas, propane, or oil usage and costs, as applicable, for 638 

customers that do not have electric space heat.  ComEd recommends that any such 639 

investigative proceeding be initiated with a firm deadline for its completion in order to 640 

avoid unnecessary outlays in effort, time, and money.      641 

Q. Are there any other issues raised by Staff relating to rate design that you address? 642 

A. Yes.  Staff witness Lazare states in his testimony that there was confusion with regard to 643 

the tariffs that were filed on June 30, 2010, and the information provided in the 644 

Supplemental Filing on August 9, 2010.  Based on one sentence of my direct testimony, 645 

Mr. Lazare infers that “the clear implication of Mr. Hemphill’s discussion is that the 646 

supplemental rates will become part of the Company proposal.”  (Staff Ex. 10.0, 5:105-647 

07.) 648 
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Q. Do you have any comment on his conclusion? 649 

A. Mr. Lazare is simply mistaken.  I do apologize if there was any lack of clarity in my 650 

written direct testimony, but ComEd’s testimony and June 30 tariff filing made clear that 651 

ComEd’s filed rates were not based on the supplemental information.  The tariffs filed on 652 

June 30, 2010 were fully compliant with any and all previous Commission 653 

directives.  ComEd never had or expressed any intention to change our filed tariffs as a 654 

result of the additional information provided in the Supplemental Filing of August 9, 655 

2010.  The purpose of the Supplemental Filing was to provide the results of the two 656 

remaining areas of inquiry where ComEd had been directed by the Order in Docket No. 657 

08-0532, ComEd’s Rate Design Investigation, to submit additional information.  We 658 

went beyond the requirements of that Order and submitted with our supplemental 659 

testimony exemplar (i.e., sample) tariff language to demonstrate what rates would look 660 

like if the Commission were to choose a rate design alternative.  ComEd did not, 661 

however, and has never filed those samples as additions to its tariffs.  The ComEd rate 662 

design proposal was filed on June 30.  It has never changed, nor was there ever an 663 

intention for it to change. 664 

Q. Are there other areas where Mr. Lazare has misunderstood ComEd’s proposal and 665 

the information provided in response to the Commission directives in the Rate 666 

Design Investigation? 667 

A. Yes.  These are addressed in the rate design rebuttal testimony of ComEd witness Alongi.  668 

(ComEd Ex. 49.0.) 669 

VI. Competition Claims 670 

Q. Are any competition-related issues raised by the parties relating to rate design? 671 
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A. Yes.  Dominion Retail witness Crist supports ComEd’s proposal to include in base rates 672 

applicable to all system customers the costs for system modifications undertaken to offer 673 

the purchase of receivables.  (Dominion Ex. 2.0, 3:56-61.)  674 

VII. Conclusion 675 

Q. Does this complete your rate design rebuttal testimony? 676 

A. Yes. 677 


