
Docket No. 10-0467 
ICC Staff Exhibit 26.0 

 

 

 

 

 

 

 

 

 

 

REBUTTAL TESTIMONY 

 

of 

 

PETER LAZARE 

 
Senior Economic Analyst 

Rates Department 
Financial Analysis Division 

Illinois Commerce Commission 

 
Commonwealth Edison Company 

 
Proposed General Increase in Electric Rates 

 
Docket No. 10-0467 

 
 
 
 
 
 
 
 
 

December 30, 2010 



Docket No. 10-0467 
ICC Staff Exhibit 26.0 

 

 

 

 

Table of Contents 
 
 

Introduction ................................................................................................................................. 1 

Direct and Supplemental Testimony .................................................................................... 3 

Primary and Secondary Costs ............................................................................................... 5 

Response to ComEd Witness Alongi ............................................................................................. 5 

Response to Commercial Group Witness Baudino ................................................................. 12 

Response to IIEC Witness Stowe .................................................................................................. 15 

Illinois Electricity Delivery (IEDT) Taxes ............................................................................. 17 

Primary Class Rate Design ................................................................................................... 23 



Docket No. 10-0467 
ICC Staff Exhibit 26.0 

 

1 

Introduction 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Peter Lazare. My business address is 527 East Capitol Avenue, 4 

Springfield, Illinois  62701. 5 

 6 

Q. Are you the same Peter Lazare who previously testified in this case? 7 

A. Yes. 8 

  9 

Q. What is the subject of your rebuttal testimony in this proceeding? 10 

A. I respond to the rebuttal testimony by Commonwealth Edison Company 11 

(“ComEd” or “Company”) and direct testimony by intervenors on the analysis of 12 

primary and secondary costs and rate design for nonresidential customers. 13 

 14 

Q. Which witnesses do you reply to in your rebuttal testimony? 15 

A. I will respond to rebuttal testimony by ComEd witness Hemphill concerning the 16 

nature of the direct and supplemental direct filings. I will respond to the 17 

discussion of primary and secondary cost issues by ComEd witness Alongi,  18 

IIEC witness Stowe and Commercial Group witness Baudino. I respond to 19 

REACT witness Fults and IIEC witness Stephens concerning IEDT tax recovery 20 

issues and ComEd witness Alongi on the appropriate rate design for the 21 

exemplar primary class. 22 

 23 
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Q. Please summarize your conclusions. 24 

A. I conclude as follows: 25 

 26 

 On primary and secondary cost issues: 27 

 28 

1. The Company’s revised allocation of secondary costs that excludes 400 29 

kW and above is reasonable and should be adopted in this case. 30 

 31 

2. The additional revisions to ComEd’s analysis by IIEC witness Stowe are 32 

problematic and should not be approved. 33 

 34 

3. The Company’s arguments that it responded to Commission directives 35 

concerning direct observation and reviewing analyses of primary and 36 

secondary costs developed by other utilities are flawed. My 37 

recommendations to bolster the analysis in those areas should be 38 

adopted. 39 

 40 

 On rate design: 41 

 42 

1. The criticisms by REACT witness Fults and IIEC witness Stephens of the 43 

Company’s proposed allocation and recovery of IEDT costs should be 44 

rejected. 45 

 46 
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2. The alternative exemplar rate design presented by ComEd for the primary 47 

class should be adopted. 48 

 49 

 Direct and Supplemental Testimony 50 

 51 

Q. What argument does Mr. Hemphill make in rebuttal concerning the rate 52 

designs presented in the Company’s direct and supplemental testimony? 53 

A. He contends that I am “simply mistaken” in my interpretation of how he explained 54 

the purpose of supplemental testimony in his direct testimony. I had argued that 55 

Mr. Hemphill clearly stated in his direct testimony that the Company intended to 56 

file rates compliant with the Commission Order in Docket 08-0532 “from the 57 

outset” but could not do so because of “insufficient time.” (Staff Ex. 10, p. 4) 58 

 59 

 Mr. Hemphill begins by offering an apology “if there was any lack of clarity in my 60 

written direct testimony...” Nevertheless, he goes on to defend the proposed rate 61 

design in the Company’s initial filing as follows: 62 

 The tariffs filed on June 30, 2010 were fully compliant with any and all 63 

previous Commission directives. ComEd never had or expressed any 64 

intention to change our filed tariffs as a result of the additional information 65 

provided in the Supplemental Filing of August 9, 2010. The purpose of the 66 

Supplemental Filing was to provide the results of the two remaining areas 67 

of inquiry where ComEd had been directed by the Order in Docket No. 08-68 

0532, ComEd’s Rate Design Investigation, to submit additional 69 

information. (ComEd Ex. 46.0, p. 29) 70 

 71 

 This argument is confusing because Mr. Hemphill begins by claiming that the 72 

Company’s June 30 tariffs “were fully compliant with any and all previous 73 

Commission directives” but then he states that the Supplemental Filing was 74 
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necessary to meet further direction from that Order. If the latter is true, then it is 75 

not clear how Mr. Hemphill can insist that the June 30 tariffs were “fully compliant 76 

with any and all previous Commission directives.”  77 

Q. Are there any other problems with Mr. Hemphill’s discussion? 78 

A. Yes. Mr. Hemphill goes on to state that the purpose of the exemplar rate design 79 

presented in Supplemental Direct was to “demonstrate what rates would look like 80 

if the Commission were to choose a rate design alternative.” (ComEd Ex. 46.0, p. 81 

29) 82 

 83 

Q. Why is this discussion problematic? 84 

A. Mr. Hemphill implies that the Commission has yet to reach any conclusions on 85 

this rate design issue. In fact, the Commission did come to conclusions in its 08-86 

0532 Order by rejecting the interpretation of primary and secondary service 87 

ComEd proposed in that case and directing the Company to establish a primary 88 

class based on voltage level. The Company’s response to those directives was 89 

to present the previously rejected proposals in its direct testimony for this case. It 90 

is inaccurate for Mr. Hemphill to claim that the Commission has yet to make a 91 

choice on this matter. 92 

 93 

Q. Why do you consider this discussion important? 94 

A. It reveals the fundamental problems in the Company’s position on rate design in 95 

this case. Simply put, the Commission issued a number of directives in Docket 96 

No. 08-0532, one of which was to create a voltage-based primary class. The 97 
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Company failed to do so and, according to Mr. Hemphill’s rebuttal testimony, 98 

never planned to include that revision in its proposed rate design. This leaves the 99 

Company proposing a set of rates that does not comply with the Commission’s 100 

08-0532 Order. 101 

  102 

Primary and Secondary Costs 103 

 104 

Response to ComEd Witness Alongi 105 

 106 

Q. Does Company witness Alongi respond to your criticisms of the 107 

Company’s primary and secondary cost analysis? 108 

A. Yes, he defends the Company’s methodology against my criticisms. 109 

 110 

Q. What is the first issue he takes up? 111 

A. He discusses my concerns about the Company’s response to the Commission 112 

directive to employ direct observation in the analysis of primary and secondary 113 

costs. The Company claims that it employed direct observation by studying maps 114 

of the distribution system. In response to my argument that map reading does 115 

not constitute direct observation, Mr. Alongi seeks to explain why it does in his 116 

rebuttal testimony. Mr. Alongi provides a detailed discussion of the accuracy of 117 

the Company’s maps to show why map reading is synonymous with direct 118 

observation. (ComEd Ex. 49.0, pp. 32-34) 119 

 120 
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Q. What is your response to Mr. Alongi? 121 

A. I find his argument illogical at a basic level. Direct observation is by definition 122 

looking at something directly. It is obvious that looking at a map of its facilities is 123 

not the same thing as looking directly at the physical facilities represented in the 124 

map.. 125 

 126 

Q. Can you provide an example which illustrates the shortcomings of Mr. 127 

Alongi’s argument? 128 

A. Yes. The Company’s approach to identifying the number of primary customers 129 

on the system illustrates the difference between direct observation and map 130 

reading. In order to identify the number of primary customers on the system, the 131 

Company found it necessary to visit individual customers to directly observe 132 

their facilities and make a determination based upon that direct observation. In 133 

that situation, ComEd apparently did not find map reading synonymous with 134 

direct observation. Nevertheless, in identifying primary and secondary facilities, 135 

ComEd apparently considers direct observation and map reading one and the 136 

same. Clearly, they are not, as the Company’s approach to identifying primary 137 

customers demonstrates. 138 

 139 

Q. Does Mr. Alongi discuss those aspects of the Company’s primary and 140 

secondary cost analysis where you believe direct observation might be 141 

useful? 142 
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A. Yes. He begins with my suggestion that field reviews be considered to determine 143 

the percentage of poles under 50 feet containing secondary facilities. Mr. Alongi 144 

concedes that the Company estimate of 51.6% of poles having secondary 145 

facilities or transformers is based on a small sample and states that the 146 

Company is in the process of expanding that sample. (ComEd Ex. 49.0, p. 34) 147 

However, he does not directly address my argument that direct observation be 148 

part of the analysis. Thus, I continue to maintain that direct observation of this 149 

matter should be conducted. 150 

 151 

Q. Does Mr. Alongi respond to your suggestion that direct observation be 152 

used to assess the 50/50 allocation of poles with primary and secondary 153 

facilities? 154 

A. Yes. He rejects that proposal, stating that the 50/50 allocation is based on the 155 

assumption that these poles are “equally important to the delivery of the primary 156 

voltage and the secondary voltage.” He goes on to state that ComEd has no 157 

reason to believe that additional observations “would provide further insight on 158 

how to allocate the cost of such shared poles.” (ComEd Ex. 49.0, p. 34) 159 

 160 

Q. How do you assess Mr. Alongi’s argument? 161 

A. I find it simplistic and inconsistent with cost allocation principles. The only 162 

information provided by Mr. Alongi about these poles is that they carry primary 163 

and secondary facilities. The kinds and amount of primary and secondary 164 

facilities are not identified. This lack of information impedes an assessment of a 165 
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50/50 allocator compared with other alternatives. Stated otherwise, it is 166 

necessary to know what costs are being allocated to determine how that 167 

allocation should be made. Direct observation would play a useful role in that 168 

process. 169 

 170 

Q. What argument does Mr. Alongi make concerning the use of field reviews 171 

to allocate weather resistant wire between primary and secondary service? 172 

A. He begins by citing the difficulty of allocating these costs due to the fact that this 173 

wire has been used for multiple purposes “over the past few decades” and the 174 

costs have not been itemized in ComEd’s plant records. (ComEd Ex. 49.0, p. 35) 175 

Nevertheless, he claims that conducting field surveys “of thousands of miles of 176 

wire” and examining the wiring for “almost 213,000 overhead transformers” 177 

would not produce a more reasonable allocation of these costs. (ComEd Ex. 178 

49.0, p. 35) Mr. Alongi also suggests that further investigation would not be 179 

justified because this wire accounts for only $190 million of the over $8.859 180 

billion of plant costs reviewed for this analysis. (ComEd Ex. 49.0, p. 35) 181 

 182 

Q. How do you assess these arguments? 183 

A. Mr. Alongi fails to accurately represent my position. I have not asked that the 184 

Company conduct field surveys of thousands of miles of wire or examine almost 185 

213,000 transformers. Instead, I have requested that ComEd adhere to the 186 

Commission Order from Docket No. 08-0532 by employing direct observation in 187 

its analysis of these costs. In this case, I do not expect the Company to conduct 188 
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a field survey of the magnitude suggested by Mr. Alongi. A more limited analysis 189 

would be in order and the Commission should direct the Company to perform a 190 

representative set (i.e., using a statistically derived sample) of direct 191 

observations of weather resistant wire. 192 

 193 

Q. Does Mr. Alongi also object to the idea of employing direct observation to 194 

identify underground conduit outside Chicago? 195 

A. Yes. Mr. Alongi contends that such a review would be “cost prohibitive” because 196 

it would require entering all manholes outside the City to identify primary and 197 

secondary facilities. (ComEd Ex. 49.0, p. 35) 198 

 199 

Q. What is your response? 200 

A. I disagree. First, it should be noted that the Company has not found it too taxing 201 

to break these costs down into primary and secondary components within the 202 

City of Chicago.  203 

 204 

 Nevertheless, Mr. Alongi insists that performing any kind of direct observation 205 

analysis outside the City would be cost prohibitive by requiring the Company to 206 

climb into every manhole outside the city of Chicago to collect the data. 207 

 208 

 Of course, I am asking the Company to do no such thing. The direct observation 209 

I envision would look at a statistically representative sample of underground 210 

conduit to test the assumptions underlying ComEd’s analysis. Without these 211 
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direct observations, ComEd’s analysis will continue to reflect unsupported 212 

assumptions that may or may not reflect costs. 213 

 214 

Q. Does Mr. Alongi also address your argument that the Company’s review of 215 

other utilities’ methods of differentiating primary and secondary costs 216 

presents problems? 217 

A. Yes. Mr. Alongi defends the Company’s review in response to my criticisms. He 218 

begins by stating that I incorrectly quoted the Commission’s 08-0532 Order on 219 

these costs. While I had testified that the Commission’s directive spoke to ”other 220 

utilities’ methods in differentiating primary and secondary costs” the Order, in 221 

fact, referred to ”other utilities’ methods in differentiating primary and secondary 222 

systems and costs.” (emphasis added) I stand corrected. 223 

 224 

 Mr. Alongi then proceeds to claim that the Company was able to identify primary 225 

and secondary systems but not their respective costs. He said they identified 226 

systems by examining the tariffs of 35 unbundled utilities and found that most of 227 

these utilities use a specific voltage level to distinguish between primary and 228 

secondary systems. According to Mr. Alongi, this confirms that ComEd’s basic 229 

approach is consistent with the approach taken by other utilities. (ComEd Ex. 230 

49.0, p. 40) 231 

 232 

 On the issue of identifying how these other utilities allocate costs, Mr. Alongi 233 

admits the Company’s analysis falls short. (ComEd Ex. 49.0, pp. 41-42) 234 
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 235 

Q. Do you have any comment on this discussion of other utilities’ analyses? 236 

A. Yes. It is difficult to understand his claim that the Company identified other 237 

utilities’ primary and secondary systems. Mr. Alongi fails to explain what he 238 

means by primary and secondary systems. So, it is not clear how ComEd’s 239 

review of these utilities’ tariffs and the voltage at which these utilities distinguish 240 

between primary and secondary systems satisfies this component of the 241 

Commission directive. 242 

 243 

 Mr. Alongi appears to confuse the issue of primary and secondary systems with 244 

primary and secondary service. I regard the primary system as the combination 245 

of utility plant necessary to deliver electricity at the primary level. So, for 246 

example, in this case, even if agreement is reached that primary service begins 247 

at 4 kV, issues remain concerning the utility system that is necessary to serve 248 

customers at that level. For example, the Company and IIEC disagree whether 249 

single phase distribution lines should be considered part of the primary 250 

distribution system. Thus, it would be useful to know whether other utilities 251 

consider these lines part of the primary distribution system. 252 

 253 

 Based on the preceding discussion and Mr. Alongi’s own admissions, it appears 254 

that the Company has failed to satisfy this directive. 255 

 256 
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Response to Commercial Group Witness Baudino 257 

 258 

Q. What arguments by Commercial Group witness Baudino will you address 259 

in your rebuttal testimony? 260 

A. I will discuss the issue he raises about the exemplar cost of service study 261 

presented by the Company in supplemental direct testimony and his proposal to 262 

address this issue. 263 

 264 

Q. Please summarize Mr. Baudino’s arguments. 265 

A. He begins by focusing on the results of the Company’s exemplar cost of service 266 

study and complains that it shifts costs from smaller to larger customers on the 267 

system. (Commercial Group Ex. 1.0, pp. 6-7) Mr. Baudino characterizes this as 268 

an unexpected result from the creation of a primary class. 269 

 270 

 Mr. Baudino lays the blame for this result on the change in the Company’s 271 

Noncoincident Peak (NCP) allocator for secondary costs from what it 272 

recommended in its direct testimony to the revised approach presented in its 273 

supplemental filing. According to Mr. Baudino, the original NCP allocator for 274 

these secondary costs “did not allocate the costs of secondary distribution lines 275 

to customers over 400 kW since these customers do not use the secondary 276 

distribution system.” (Commercial Group Ex. 1.0, p. 10) However, Mr. Baudino 277 

notes that the Company revised the allocator due to a change in the definition of 278 

secondary customers made by the Commission. (Commercial Group Ex. 1.0, p. 279 

10) Mr. Baudino goes on to state that this revised allocator significantly shifts 280 
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secondary level distribution costs from smaller to larger customers on the 281 

system. (Commercial Group Ex. 1.0, pp. 12-14) 282 

 283 

 Mr. Baudino claims that this reallocation is contrary to the Company’s own 284 

analysis of the issue in direct testimony and notes the statement in ComEd Ex. 285 

16.5 that “based on the results from ComEd’s field and map reviews of sample 286 

data conducted during the course of the rate design investigation, 100% of 287 

customers with demands of greater than 400 kW are estimated to bypass the 288 

secondary distribution system.” (Commercial Group Ex. 1.0, pp. 14-15) 289 

 290 

Q. How does Mr. Baudino propose to resolve this issue? 291 

A. He proposes to replace the allocation of secondary distribution lines in the 292 

exemplar ECOSS from the current approach based on the respective NCP 293 

demands of all secondary customers with the allocator used in the direct study 294 

that allocates a much larger share of costs to smaller customers. Mr. Baudino 295 

claims that this change will more accurately reflect the causation of secondary 296 

distribution costs. (Commercial Group Ex. 1.0, p. 20) 297 

 298 

Q. Does Company witness Alongi respond to Mr. Baudino’s proposal? 299 

A. Yes. He states that in response to Messrs. Baudino and Stowe, the Company 300 

has revised its exemplar cost studies to incorporate the same allocation of 301 

secondary costs as presented in ComEd Ex. 16.5. (ComEd Ex. 49.0, p. 23) 302 

 303 
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Q. How do you assess Mr. Baudino’s arguments on this issue? 304 

A. Mr. Baudino raises a fair issue. The fact that the Commission rejected the 305 

Company’s proposed definitions of primary and secondary service in Docket No. 306 

08-0532 does not necessarily mean that all the cost analyses consistent with 307 

ComEd’s definitions should be rejected as well. 308 

 309 

 The basis for the allocator that Mr. Baudino proposes to apply to secondary lines 310 

was provided by ComEd in Docket No. 08-0532. I presented testimony in that 311 

case which, in addition to other purposes, evaluated the merits of the cost 312 

analysis ComEd presented to support its proposed allocator for these costs. In 313 

that testimony I concluded as follows concerning the Company’s analysis: 314 

 315 

 The above discussion underlines the difficulty of evaluating the 316 

Company’s allocations because of a lack of information provided. Yet, 317 

despite these deficiencies, Staff has not been able to identify alternative 318 

approaches that would produce more reasonable allocations than the 319 

Company proposed. Therefore, Staff finds that the Company’s proposed 320 

allocation of these four accounts between primary and secondary voltages 321 

presents the most reasonable available method of meeting the 322 

Commission’s requirement for differentiating these distribution costs. 323 

(Staff Ex. 1.0, p. 21, Docket No. 08-0532) 324 

 325 

 As the above discussion indicates, I found it difficult to evaluate the 326 

reasonableness of the cost analysis presented by ComEd in Docket No. 08-0532 327 

on which Mr. Baudino relies for his proposed reallocation of secondary lines 328 

among rate classes. Nevertheless, I did accept the Company’s proposed 329 

allocation for these costs. 330 

 331 
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Q. What do you therefore conclude concerning Mr. Baudino’s proposal? 332 

A. I find there is sufficient basis to support his argument and I therefore accept the 333 

Company’s revised allocator for these costs. 334 

 335 

 Response to IIEC Witness Stowe 336 

 337 

Q. What arguments byIIEC Witness Stowe will you address? 338 

A. I will address his proposed revisions to the Company’s analysis of primary and 339 

secondary costs as well as the changes he proposes to ComEd’s exemplar 340 

primary class. 341 

 342 

Q. Does Mr. Stowe raise a concern about the allocation of costs for a single 343 

phase line to primary customers? 344 

A. Yes. He argues that single phase lines primarily serve secondary customers and 345 

therefore should not be allocated to primary service. He further states that single 346 

phase lines are not a viable option to serve primary customers and, therefore, 347 

should not be allocated to primary customers. Mr. Stowe notes that while 348 

household appliances operate on single phase service, “industrial applications, 349 

such as large motors, operate on three phase service.” (IIEC Ex. 3.0, pp. 11-12) 350 

Thus, Mr. Stowe concludes that ComEd improperly allocates $2.9 billion of single 351 

phase distribution lines to primary service. 352 

 353 

Q. How do you assess Mr. Stowe’s argument? 354 
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A. I consider it one-sided because Mr. Stowe has failed to examine the full 355 

implications of his argument. He focuses solely on the costs that he believes 356 

primary customers should avoid but ignores those additional costs that primary 357 

customers may create on the system. 358 

 359 

Q. Please explain. 360 

A. Mr. Stowe argues that primary customers cannot be served by single phase lines 361 

because their end uses require three phase service. He states that unlike 362 

household appliances which can run on single phase service, industrial motors 363 

require three phase service. 364 

 365 

 This means that when it comes to running primary lines to primary customers the 366 

Company has no choice but to use a three phase distribution line. However, in 367 

serving secondary customers ComEd can and does employ single phase lines. 368 

Thus, for an individual circuit that includes a primary voltage customer the 369 

Company may be required to incur the additional cost of a three phase line when 370 

a single phase line might be sufficient if only secondary customers were present. 371 

 372 

Q. How does this make Mr. Stowe’s argument one-sided? 373 

A. It is one-sided because he only discusses how this requirement for three phase 374 

service absolves primary customers of responsibility for the cost of single phase 375 

lines. However, he fails to examine how this requirement for three phase service 376 

limits the flexibility of the utility to install less costly single phase distribution lines 377 
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to serve the demands of secondary customers. And if that turns out to be the 378 

case, it might be appropriate to assign additional distribution costs to primary 379 

customers. 380 

 381 

Q. What do you conclude about Mr. Stowe’s argument concerning the 382 

allocation of costs for single phase primary lines? 383 

A. It should be rejected. If primary customers should not be held responsible for the 384 

costs of single phase lines, then secondary customers should not have to bear 385 

the additional expense of three phase service required to serve the end-uses of 386 

primary customers. Mr. Stowe’s argument looks at only one side of the equation 387 

and generates a result that does not reflect the total cost picture for primary and 388 

secondary customers. 389 

 390 

 Illinois Electricity Delivery (IEDT) Taxes 391 

 392 

Q. Do both REACT witness Fults and IIEC witness Stephens raise issue 393 

pertaining to the allocation and recovery of IEDT taxes? 394 

A. Yes. Both criticize the Company’s approach to these costs.  395 

 396 

Q. Please explain Mr. Fults’ criticism. 397 

A. Mr. Fults criticizes the Company proposal to change the method of recovering 398 

these costs from a per kW to a per kWh charge. (REACT Ex. 1.0, p. 28) He 399 

contends that this will create complexity and confusion for over 10 MW 400 



Docket No. 10-0467 
ICC Staff Exhibit 26.0 

 

18 

customers. (REACT Ex. 1.0, p. 28) Mr. Fults also contends that the per kWh 401 

recovery method conflicts with the Company’s proposed movement to Straight 402 

Fixed Variable (SFV) pricing. Finally, Mr. Fults argues that the Company’s 403 

proposal to separately bill these costs on a per kWh basis would be “unique” 404 

among Illinois utilities. (REACT Ex. 1.0, p. 28) 405 

 406 

Q. How do you respond to Mr. Fults’ arguments? 407 

A. I find them deficient. Beginning with his last argument, I disagree that ComEd’s 408 

proposed approach would be “unique” among Illinois utilities. Ameren provides 409 

an example consistent with ComEd’s proposal. The Commission decision in 410 

Docket No. 09-0306 (Cons.) requires the Ameren Illinois utilities to separately 411 

collect these taxes on a per kWh basis as ComEd proposes to do. That was 412 

made clear in the Commission’s June 15, 2010 Notice of Action in response to 413 

requests for rehearing in Docket No. 09-0306 (Cons.) which stated that the intent 414 

of the Commission Order for the case was to “have the PURA tax recovered 415 

through a volumetric charge, and have the PURA tax separately identified as a 416 

line item on the Customer’s bill.” (Notice of Action, p. 3) The ComEd proposal 417 

proceeds along similar lines. 418 

 419 

 I also do not believe that ComEd’s SFV pricing proposal supports the recovery of 420 

IEDT taxes on a per kW basis as Mr. Fults suggests. The Company’s SFV 421 

pricing proposal is advocated as a vehicle to recover fixed costs. However, the 422 

IEDT taxes in question are variable costs that relate to the volume of electricity 423 
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consumed. Thus, these costs clearly fall outside the parameters of any 424 

discussion of SFV rate design. 425 

 426 

 Finally, Mr. Fults fails to substantiate his contention that this proposal would be 427 

too complex and confusing for over-10 MW customers. The proposal would add 428 

a single line item to ratepayer bills and Mr. Fults provides no evidence why these 429 

customers would fail to understand this component of the bill. 430 

 431 

Q. What issue related to ComEd’s IEDT tax proposal does IIEC witness 432 

Stephens take up? 433 

A. He focuses on the allocation of IEDT taxes in the cost of service study and 434 

argues that they should be subject to an alternative allocation based primarily on 435 

plant in service. 436 

 437 

Q. Please summarize Mr. Stephens’ arguments on this issue. 438 

A. He begins by arguing that the current level of IEDT taxes is not caused by sales 439 

or kWh deliveries but rather by the level of plant assets that existed in 1997. He 440 

further states that the current structure for IEDT is designed to replicate the 441 

taxes that existed at that point in time. Therefore, he disagrees “with the notion 442 

that kWh sales cause the IEDT level for the ComEd (Sic.).” (IIEC Ex. 1.0, pp. 20-443 

21)  444 

 445 
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Mr. Stephens does acknowledge that growth in IEDT levels since that time “is 446 

somewhat more complicated in terms of cost causation” and does allow that 447 

growth in kWh sales has a role to play in the process. (IIEC Ex. 1.0, p. 21) 448 

Nevertheless, Mr. Stephens provides an example designed to show that a 449 

utility’s IEDT tax burden can increase or decrease even when its level of kWh 450 

deliveries does not change. This, Mr. Stephens regards as further evidence 451 

against the per kWh allocation of these costs. (IIEC Ex. 1.0, pp. 22-23) 452 

 453 

Q. Do you find Mr. Stephens’ argument convincing? 454 

A. No, I do not. He is right in stating that: (1) the distribution tax was previously 455 

determined by the levels of investment plant, and (2) the initial levels of the taxes 456 

paid by individual utilities were based on previously calculated amounts 457 

determined by their respective plant investment levels. However, its seems that 458 

the Illinois General Assembly made a conscious decision to change the way the 459 

distribution tax is determined, as the following passage from the law attests: 460 

 This amendatory Act of 1997 is intended to provide for a 461 

replacement for the invested capital tax on electric utilities, other 462 

than electric cooperatives, and replace it with a new tax based on 463 

the quantity of electricity that is delivered in this State. The General 464 

Assembly finds and declares that this new tax is a fairer and more 465 

equitable means to replace that portion of the personal property tax 466 

that was abolished by the Illinois Constitution of 1970 and 467 

previously replaced by the invested capital tax on electric utilities, 468 

while maintaining a comparable allocation among electric utilities in 469 

this state for payment of taxes imposed to replace the personal 470 

property tax. (35 ILCS 620/1a, P.A. 90-561, eff. 1-1-98) 471 

 472 

 Thus, it seems that the General Assembly decided to replace a tax based on 473 

invested capital with a tax determined by usage. 474 
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 475 

 It is true that the starting point for the tax levels after the Amendatory Act of 1997 476 

corresponded to previous tax levels that were based on invested capital. 477 

However, since then usage has become the determining factor for these taxes. 478 

Each year the total amount of distribution taxes collected by utilities increases by 479 

the lesser of 5% over the existing level or by the yearly consumer price increase.  480 

Neither of these factors bears any relationship to plant investments. More 481 

importantly, the share of the total distribution taxes for Illinois utilities paid by any 482 

one utility as well as any rebates they receive are based solely on their share of 483 

deliveries by Illinois electric utilities. 484 

 485 

Q. What does this discussion mean for determining the amount of distribution 486 

taxes paid by utilities? 487 

A. It means that sales, rather than plant investment, now determines how much 488 

distribution taxes the utilities pay. Under the current legislation, changes in the 489 

amount of plant in service for a utility do not affect the amount of distribution tax 490 

paid. So, if the level of plant were to double or to decline by half, that specific 491 

change would have no impact on the utility’s distribution tax. In contrast, the level 492 

of deliveries by electric utilities does directly affect distribution taxes. If a utility’s 493 

level of deliveries goes up relative to other electric utilities in Illinois, its share of 494 

distribution taxes will increase. If its relative level of deliveries decline, the utility’s 495 

share of the distribution tax total will fall. Since the level of deliveries, not plant in 496 
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service, determines the amounts of distribution taxes for individual utilities each 497 

year, usage should be the basis for allocating these costs. 498 

 499 

Q. Is there a recent Commission order on this issue contrary to Mr. Stephens’ 500 

position on these costs? 501 

A. Yes. The Commission has recently voiced its preference for allocating these 502 

costs on a per kWh basis. After this same issue was fully litigated in the recent 503 

Ameren rate cases, the Commission rejected IIEC’s similar argument which it 504 

raised in that proceeding: 505 

 The disconnect between plant in service and the distribution tax under the 506 

current PURA provisions is apparent from the fact that as the level of a 507 

utility’s plant increases or decreases, that specific change would have no 508 

impact on the utility’s distribution tax. A break from historic plant in service 509 

is also suggested in Section 2a.1 of the PURA, which imposes an annual 510 

cap on the aggregate amount of the distribution tax which can be 511 

collected statewide from electric public utilities and ARES, as those terms 512 

are defined in the Act…For these and the foregoing reasons, the 513 

Commission is inclined to find the interpretation of the PURA by AIU and 514 

Staff more reasonable than that of IIEC. Adoption of the AIU and Staff 515 

position is also consistent with Docket No. 99-0117. (Final Order, Docket 516 

No. 09-0306 (Cons.), p. 244, April 29, 2010) 517 

 518 

 Mr. Stephens once again brings up the same arguments in this proceeding 519 

seeking to produce a different result. The Commission has already evaluated 520 

these arguments and rejected them, adopting instead, an alternative approach 521 

for both Ameren and ComEd. No evidence in this case provides a basis for the 522 

Commission to change course at this time. 523 

 524 
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 Primary Class Rate Design 525 

 526 

Q. Does Mr. Alongi respond to your concern that the Company’s exemplar 527 

primary class features a single set of rates for large and small customers? 528 

A. Yes. He defends ComEd’s approach, arguing that primary customers “are in fact 529 

similar in terms of the facilities used to serve them and the associated cost of 530 

those facilities.” He goes on to identify the common facilities for primary 531 

customers and contrasts those facilities with the equipment necessary to serve a 532 

typical secondary customer. (ComEd Ex. 49.0, p. 31) 533 

 534 

Q. Does Mr. Alongi’s discussion alleviate your concerns about the Company’s 535 

rate design for the class? 536 

A. No, it does not. ComEd has failed to provide an adequate explanation for the 537 

differences in its rate design approach to primary and secondary customers. 538 

First, as previously noted, primary class customers range significantly in size, 539 

with loads corresponding to the Medium Load Delivery Class up to the Extra 540 

Large Delivery Class. For secondary customers within these two classes, 541 

ComEd presents divergent exemplar Customer Charges ranging from $15.61 for 542 

Medium Load customers up to $2,075.29 for Extra Large Load customers. 543 

However, primary customers in those two size categories face a common 544 

exemplar customer charge of $270.41. (ComEd Ex. 49.2) The assumption 545 

behind these two different rate design approaches is that customer costs vary 546 

greatly for large and small secondary customers but they are pretty much one 547 

and the same for primary customers. For the Company to provide an adequate 548 
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explanation why this is the case, it must present the full range of customer costs 549 

and explain why the primary and secondary customers deserve such different 550 

treatment in the allocation of these costs. Mr. Alongi limits his discussion to a 551 

small range of physical customer costs and from there draws broad conclusions 552 

about all customer costs for the class as a whole. Thus, he fails to provide a 553 

satisfactory explanation of ComEd’s differing rate design treatment of primary 554 

and secondary customers. 555 

 556 

Q. Has Mr. Alongi, nevertheless, presented an alternative rate design 557 

approach for the primary class that addresses the concerns you raise? 558 

A. Yes. He has presented such a rate design in ComEd Ex. 49.3. 559 

 560 

Q. Please explain how the alternative exemplar rate design for the primary 561 

class is structured. 562 

A. The alternative rate design divides primary nonresidential customers into the 563 

same size categories as secondary customers. The rate design then breaks 564 

down demand-based DFC charges into two components, one pertaining to costs 565 

for the primary system and a second consisting of secondary costs. Under this 566 

rate structure, primary customers would pay only the applicable DFC charge for 567 

the primary system while secondary customers would pay both the primary and 568 

secondary DFC charges. 569 

 570 
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Q. Do you consider this a reasonable structure for the design of primary 571 

rates? 572 

A. Yes, I do. The alternative exemplar rate design treats primary and secondary 573 

customers in a consistent manner that limits the differences to the fact that one 574 

uses the secondary distribution system to receive power while the other does 575 

not. 576 

 577 

Q. Do you have any further thoughts on the Company’s alternative exemplar 578 

rate design presented in ComEd Ex. 49.3? 579 

A. Yes. I would note that the rates conform to the class revenues proposed by the 580 

Company as part of its overall allocation of the revenue requirement among rate 581 

classes. Staff proposes an alternative revenue allocation based on the 582 

arguments presented by Staff witness Boggs. 583 

 584 

Q. How do you propose that these and other nonresidential rates be adjusted 585 

to conform rate structures to Staff’s proposed class revenue allocations? 586 

A. I propose that the customer charges and DFCs for each class in ComEd Ex. 49.3 587 

be adjusted on an across-the-board, equal percentage basis to conform 588 

revenues for each class to the levels proposed by Staff. 589 

 590 

Q. Why do you exclude IEDT charges from your proposed across-the-board 591 

rate design adjustment? 592 
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A. They are excluded to be consistent with ComEd’s proposal and the 593 

Commission’s conclusion for Ameren in Docket No. 09-0306 (Cons.) that these 594 

costs be separated from other costs for recovery through a volumetric charge on 595 

ratepayer bills. 596 

 597 

Q. Does this complete your rebuttal testimony? 598 

A. Yes, it does. 599 


