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List of Issues & Major Conclusions 
 

 Straight Fixed Variable rate design is appropriate for ComEd, so 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. 

 ComEd’s proposed rate design comports with the Commission’s directive to 
avoid rate shock to the Railroad delivery class.   

 ComEd’s rate design proposal moves the over-10MW customers toward 
cost-based rates, thereby gradually eliminating the subsidies benefitting 
these customers.   

 Contrary to Staff witness Peter Lazare’s statements in his rate design rebuttal 
testimony, ComEd’s tariffs filed on June 30, 2010 were fully compliant with 
Commission directives. 
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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, rebuttal and surrebuttal 9 

testimony in this proceeding? 10 

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

issues other than rate design is ComEd Ex. 40.0, my rebuttal testimony regarding rate 12 

design issues is ComEd Ex. 46.0, and my surrebuttal testimony regarding issues other 13 

than rate design is ComEd Ex. 65.0.   14 

B. Summary of Rate Design Surrebuttal Testimony and Conclusions 15 

Q. What is the purpose of your rate design surrebuttal testimony? 16 

A. The purpose of my rate design surrebuttal testimony is to respond to the rate design 17 

issues raised in the rebuttal testimony of Illinois Commerce Commission (the 18 

“Commission” or “ICC”) Staff (“Staff”) witnesses Mr. Christopher Boggs and Mr. Peter 19 

Lazare; Attorney General and Citizens Utility Board (“AG/CUB”) witness Mr. Scott J. 20 

Rubin; City of Chicago witness (“City”) Mr. Edward C. Bodmer; Coalition to Request 21 

Equitable Allocation of Costs Together (“REACT”) witness Mr. Bradley O. Fults; and 22 

Northeast Illinois Regional Commuter Railroad Corp. (“METRA”) and the Chicago 23 
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Transit Authority (“CTA”) witness Mr. James G. Bachman.  ComEd’s failure to respond 24 

to a particular issue raised by Staff or any Intervenor should not be construed as an 25 

endorsement of the position of Staff or the Intervenor regarding the  issue. 26 

Q. What are the subjects addressed by your rate design surrebuttal testimony? 27 

A. I respond to regulatory and ratemaking policy issues raised by parties relating to rate 28 

design.  These include the following subjects: 29 

 In Section II, I respond to rebuttal testimony regarding ComEd’s proposal to 30 

implement a Straight Fixed Variable (“SFV”) rate design. 31 

 In Section III, I respond to rate design issues that pertain to the Railroad, Extra 32 

Large Load and High Voltage delivery classes in rebuttal testimony. 33 

 In Section IV, I respond to a miscellaneous rate design related issue raised by 34 

Staff in rebuttal testimony. 35 

My conclusions are also summarized in the List of Issues and Major Conclusions 36 

that precedes the Table of Contents.  37 

II. Straight Fixed Variable Rate Design 38 

Q. Have any of the parties addressed your rebuttal testimony regarding SFV? 39 

A. Yes.  Staff witness Boggs, AG/CUB witness Rubin, and City witness Bodmer address my 40 

rebuttal testimony regarding ComEd’s SFV proposal.  Natural Resources Defense 41 

Council (“NRDC”) witness Ralph Cavanagh also commented on my rebuttal testimony 42 

regarding SFV, but I am not separately responding to his comments.  43 

Q. What is your conclusion regarding SFV in light of these parties’ rebuttal testimony? 44 

A. Their testimony does not change my conclusion that SFV rate design is appropriate for 45 

ComEd.  The Commission should approve ComEd’s proposal to gradually move to an 46 
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80% SFV because this rate design more closely reflects the correct division between 47 

fixed and variable costs. 48 

Q. How do you respond to Mr. Boggs’ argument that differences in customer usage 49 

patterns between natural gas and electricity warrants different rate treatment? 50 

(Staff Ex. 29.0, 10:203-10.) 51 

A. The single point that Mr. Boggs uses to justify treating electricity distribution rates 52 

differently from natural gas distribution rates actually supports ComEd’s position.  Mr. 53 

Boggs notes that electricity and natural gas consumption is conversely seasonal; yet, Mr. 54 

Boggs does not explain why this difference in seasonality requires different delivery 55 

pricing policies.  56 

Rather, the fact that electricity demand peaks in the summer, when it is used for 57 

cooling, while natural gas demand peaks in the winter, when it is used for heating, 58 

illustrates how similar the industries are with regard to cost structures.  Electric and 59 

natural gas distribution utilities must have the capacity in place to serve customers’ peak 60 

loads whenever they occur.  It is very logical to apply Commission pricing policies for 61 

natural gas delivery to electricity distribution because the two industries have similar 62 

underlying cost structures.  63 

Q. How do you respond to Mr. Boggs’ argument that SFV conflicts with ComEd’s 64 

policy and effort to promote ratepayer conservation?  (Id., 10:218-11:229.) 65 

A. ComEd is committed to fulfilling the energy efficiency requirements put in place by the 66 

General Assembly, regardless of the design of its distribution rates.  ComEd believes that 67 

society as a whole will benefit if distribution rates promote economic efficiency. This 68 

will ultimately result in better decisions about both consumption and conservation.  69 
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Greater economic efficiency will produce a superior outcome than would an outcome 70 

resulting from arbitrarily inflated volumetric distribution prices.   71 

Q. Is your position in any way in conflict with Dr. Lowry’s, as Mr. Boggs contends?  72 

(Id., 11:231-12:244.) 73 

A. No.  Both Dr. Lowry and I seek to create a distribution pricing framework that will result 74 

in economic efficiency.  75 

Q. How do you respond to Mr. Boggs’ concern that you did not “address the quote 76 

from the National Energy Plan that [he] provided.”?  (Id., 12:247-8.) 77 

A. First, as I previously indicated, ComEd did not respond to every issue raised by Staff and 78 

Intervenors; failure to respond to any one issue does not constitute ComEd’s 79 

acquiescence.  (ComEd Ex. 46.0, 3:54-6.)   80 

Second, I believe Mr. Boggs is referring to his quotes from the 2006 report of the 81 

National Action Plan for Energy Efficiency (“Action Plan”) provided in his direct 82 

testimony.  While I did not respond directly to the quote Mr. Boggs reproduced, I believe 83 

that my testimony in general addresses different aspects of these quotes.  ComEd’s 84 

objective in proposing the phased-in SFV pricing is to create a neutral playing field, 85 

which will result in economic efficiency while minimizing the bill impacts on customers 86 

resulting from the change in rate design.  87 

Third, I read the entire 2006 report of the Action Plan a few years ago, and 88 

glanced through it now in preparing this testimony.  It is an interesting report with useful 89 

information regarding energy efficiency.  However, I find it offers limited guidance on 90 

rate design for an unbundled distribution utility.  The primary focus of the report’s 91 

discussion of rate design appears to be on rate design for an integrated utility, or supply 92 
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pricing, but not the design of distribution rates.  Our rate design proposal is focused on 93 

distribution service only.  However, the Action Plan has another report released in 94 

November 2007 titled Aligning Utility Incentives with Investment in Energy Efficiency 95 

that addresses (in their words):  “the financial effects on a utility of its spending on 96 

energy efficiency programs, how those effects could constitute barriers to more 97 

aggressive and sustained utility investment in energy efficiency, and how adoption of 98 

various policy mechanisms can reduce or eliminate these barriers.”1  99 

This report provides a fairly balanced presentation of the issues and potential 100 

solutions with respect to what I have earlier referred to as the conflict between the policy 101 

of encouraging efficiency and demand response and the utility’s right to recover its 102 

prudent and reasonable costs.  Decoupling and rate design approaches are discussed in 103 

Chapter 5 of this report along with the pros and cons of each. 104 

Q. Does Mr. Boggs make a compelling argument that ComEd should consider the 105 

environmental costs associated with the production of energy?  (Staff Ex. 29.0, 106 

13:268-89.) 107 

A. No, not in relation to this subject.  SFV rate design does not eliminate volumetric pricing 108 

on customer bills.  The largest portion of an electric bill is for electric supply, and supply 109 

prices remain volumetric.  SFV simply allows the delivery portion of the bill to reflect 110 

more accurately the cost structure of delivery.  In addition, ComEd’s current delivery 111 

service rate design is independent of generation; it does not change with changes in 112 

generation fuel mix or technologies.  113 

                                                 
1 Background and documents for the National Action Plan for Energy Efficiency, including the November 

2007 report quoted here at page ES-1, can be found on the website:  http://www.epa.gov/cleanenergy/energy-
programs/suca/resources.html. 



Docket No. 10-0467 
ComEd Ex. 71.0 

Page 6 of 11 

Q. How do you respond to Mr. Boggs’ discussion of your testimony regarding large vs. 114 

small customers?  (Staff Ex. 29.0, 15:313-16:347.) 115 

A. Mr. Boggs offers no evidence demonstrating that delivery costs for customers using 116 

smaller amounts of electricity are necessarily lower than the delivery costs for customers 117 

using larger amounts of electricity.  Moreover, as I stated in my rate design rebuttal 118 

testimony, SFV rates are not perfect, but they are better than the current over-reliance on 119 

volumetric rates.  (ComEd Ex. 46.0, 6:119-21.)  120 

Q. How do you respond to AG/CUB witness Rubin’s argument that ComEd’s SFV rate 121 

design does not reflect the real cost of delivery?  (AG/CUB Ex. 11.0, 2:18-29.) 122 

A. Mr. Rubin fails to recognize that delivery classes include customers with similar electric 123 

requirements.  The specific facilities used to serve one residential customer may be more 124 

expensive, have different vintages, or have different levels of residual capability than 125 

those needed to serve another customer.  The goal of having delivery classes is to group 126 

those customers with similar electric requirements together for purposes of charging 127 

delivery rates.  Ultimately, these rates reflect averages; rates typically will not change 128 

because the cost of serving one residential customer is different from serving another.  129 

Q. How do you respond to Mr. Rubin’s testimony alleging that ComEd’s customers 130 

with greater usage have greater peak demand?  (AG/CUB Ex. 11.0, 3:55-6:100.) 131 

A. For the sample customers that Mr. Rubin selected for comparison in his rebuttal 132 

testimony, this is likely true.  However, out of the 2.2 million single family customers 133 

without electric space heat in ComEd’s service territory, Mr. Rubin compared customers 134 

whose electricity usage is between the 90th and 100th percentile to customers whose 135 

usage is within the 10th percentile.  It is not surprising to have the sort of divergence Mr. 136 
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Rubin describes when the compared customers are taken from the lowest and highest 137 

boundaries of the population.  As shown in ComEd witness Lawrence Alongi’s direct 138 

testimony in this docket, the majority of ComEd’s single family customers without 139 

electric space heat have annual electricity usages that are well within the outlying levels 140 

provided by Mr. Rubin.  (ComEd Ex. 16.0 2nd Rev., 26: 471 - Table D8 and 26:485 - 141 

Table D9.)  As stated in my response to the previous question, cost allocation and the 142 

resulting rate design ultimately reflect averages in the customer class.  143 

Q. AG/CUB witness Rubin states in his rebuttal testimony that “[i]n the competitive 144 

market, it is rare for consumers to pay fixed charges just for the privilege of being a 145 

customer”, and that “as a general rule, we pay for products and services if and 146 

when we decide to buy them; if we don’t use them, we don’t pay for 147 

them.”  (AG/CUB Ex. 11.0, 16:304-17:332.)  Do you have a response? 148 

A. Yes.  I can think of many examples that disprove his “general rule”.  For example, if I do 149 

not watch my satellite television for an entire month, I will still receive a monthly billing 150 

statement for the exact same dollar amount as the previous month.  The same goes for 151 

gym memberships, competitive telephone services, insurance, software maintenance 152 

contracts and annual credit card fees, to name a few.  While Mr. Rubin does recognize 153 

the membership retailers (Sam’s Club) example, he fails to mention these other services 154 

utilized by the general public every day.  Electricity delivery service is similar.  ComEd’s 155 

“product” is not the kWhs of electricity; it is the delivery system that is always standing 156 

by, ready to deliver however many kWhs the customer purchases. 157 

Q. How do you respond to City witness Bodmer’s testimony about marginal cost 158 

pricing?  (City Ex. 2.0, 34:655-71.)  159 
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A. I reiterate what I said in my rate design rebuttal testimony.  ComEd’s SFV pricing 160 

proposal relies on average embedded costs.  The proposal is designed to recover 161 

embedded variable costs in variable volumetric charges, and fixed embedded costs in 162 

fixed charges. The notion that average variable embedded costs are equivalent to short-163 

run marginal costs, or that average fixed embedded costs are equivalent to long run 164 

marginal costs is spurious and contrary to any economics text book.  165 

Q. Is ComEd proposing Ramsey Pricing in its SFV proposal, as Mr. Bodmer suggests? 166 

(City Ex. 2.0, 35:673-82.)  167 

A. No.  ComEd has not factored customer elasticity into any part of its proposed rate design; 168 

the proposed rate design is not discriminatory as it treats all watthour metered customers 169 

equally; and ComEd’s proposed rates remain based on its fully-loaded, embedded costs – 170 

not marginal costs.  Thus, the purpose of ComEd’s proposal is not to overcome any 171 

theoretical revenue shortfalls resulting from a true marginal cost pricing scheme, where 172 

marginal costs are lower than average (or embedded) costs.  Rather, the purpose of 173 

ComEd’s proposal is to align prices with costs, which is ComEd’s only objective with 174 

this proposal. 175 

III. Non-residential Rate Design Issues  176 

Q. To what testimony do you respond in this section of your testimony? 177 

A. I respond to a portion of the rebuttal testimonies of CTA/METRA witness Bachman and 178 

REACT witness Fults.  179 

Q. Are there policy issues related to the Railroad delivery class that you address? 180 

A. Yes.  CTA/METRA witness Bachman states that while ComEd’s 10-step proposal to 181 

setting the Railroad delivery class rates does mitigate rate impact, it eliminates the 182 
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Commission-mandated public interest consideration for setting rates for mass transit 183 

agencies.  (CTA/Metra Joint Ex. 2.0, 10:218-11:242.) 184 

Q. How do you respond to Mr. Bachman’s statement? 185 

A. In past Orders, the Commission has never concluded that ComEd should not increase the 186 

rates for the Railroad delivery class.  Instead, the Commission directed ComEd to “avoid 187 

rate shock to the railroad class” by minimizing the impact of higher rates on this class.  188 

(Commonwealth Edison Co., Docket No. 05-0597, Order (July 26, 2006), at 190; 189 

Commonwealth Edison Co., Docket No. 07-0566, Order (Sept. 10, 2008), at 213.)  As 190 

Mr. Bachman himself recognizes, ComEd’s proposed rate design comports with this 191 

directive to avoid rate shock to the Railroad delivery class.   192 

Q. Are there policy issues related to the Extra Large Load and High Voltage delivery 193 

classes that you address? 194 

A. Yes.  REACT witness Fults states that it is “intellectually dishonest” for ComEd “to 195 

continue to describe its massive proposed increases as movement toward ‘cost-based’ 196 

rates,” where ComEd has “failed to establish the costs of the assets used to serve the 197 

over-10 MW customers.”  (REACT Ex. 4.0, 12:238-40.) 198 

Q. How do you respond to Mr. Fults’ statement?  199 

A. I disagree with his statement, because ComEd’s rate design proposal does move toward 200 

cost-based rates.  Mr. Fults entirely ignores the fact that the over-10 MW customers 201 

would experience substantial rate increases under ComEd’s proposal because the 202 

Commission has approved subsidies to the benefit of the over-10 MW customers in past 203 

rate cases.  These subsidies began with a settlement agreement on interclass revenue 204 

allocations approved by the Commission in Docket No. 01-0423 and continued in Docket 205 
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No. 05-0597.  In ComEd’s last rate case, the Commission recognized that certain 206 

customer classes have enjoyed subsidies and adopted “a four-step, gradual movement 207 

toward rates based on the ECOSS for Extra Large Load, High Voltage, and Railroad 208 

Delivery Classes,” which resulted in a 25% movement toward ECOSS based rates for 209 

these customers.  (Commonwealth Edison Co., Docket No. 07-0566, Order (Sept. 10, 210 

2008), at 213.)   211 

Staff witness Boggs agrees that these customer classes benefit from subsidies:  212 

“The Company’s approach … limits the overall increases for these classes and provides 213 

them with below average revenue increases.  This results in revenues that fall below their 214 

cost of service and requires other nonresidential classes to make up the difference.”  215 

(Staff Ex. 13.0, 9:166-10:174.)  As a result, Mr. Boggs recommends that the Commission 216 

increase the class revenue requirements for the Railroad, High Voltage and Extra Large 217 

Load classes “an additional 33% (25% for the Railroad class) above the average increase 218 

of all nonresidential classes so that the Company would be able to fully recover costs of 219 

service from these classes at the conclusion of the Company’s next two rate cases.”  220 

(Staff Ex. 29.0, 5:95-101.) 221 

IV. Staff’s Rate Design Issue 222 

Q. Does Staff raise other issues relating to rate design? 223 

A.  Yes.  Staff witness Lazare argues that ComEd’s initial filing in this proceeding violated 224 

the Commission’s Order in Docket No. 08-0532.  (Staff Ex. 26.0, 4:96-5:101.)   225 

Q. Do you agree? 226 

A. No.  I disagree with Mr. Lazare’s interpretation of ComEd’s filings in this proceeding.  227 

As I stated in my rebuttal testimony, ComEd’s tariffs filed on June 30, 2010 were fully 228 
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compliant with any and all previous Commission directives.  (ComEd Ex. 46.0, 28:642-229 

29:664.)  I will leave it to the lawyers to address any lingering complaints about the 230 

legality of ComEd’s filing.   231 

V. Conclusion 232 

Q. Does this complete your rate design surrebuttal testimony? 233 

A. Yes. 234 


