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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. What is your present position? 7 

A. I am a Senior Rate Analyst with the Illinois Commerce Commission 8 

(“Commission”).  I work in the Financial Analysis Division on rate design and 9 

cost-of-service issues. 10 

 11 

Q. What is your experience in the regulatory field? 12 

A. My experience includes nineteen years of employment at the Commission where 13 

I have provided testimony and performed related ratemaking tasks.  My 14 

testimony has addressed cost-of-service, rate design, load forecasting and 15 

demand-side management issues that concern both electric and gas utilities. 16 

 17 

 Previously, I served as a Research Associate with the Tellus Institute, an energy 18 

and environmental consulting firm in Boston, Massachusetts.  I also spent two 19 

years with the Minnesota Department of Public Service as a Senior Rate Analyst, 20 

addressing rate design issues and evaluating utility-sponsored energy 21 

conservation programs. 22 

 23 
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Q. Please discuss your educational background. 24 

A. I received a B.A. in Economics and History from the University of Wisconsin and 25 

an M.A. in Economics from the University of Illinois at Springfield in 1996. 26 

 27 

Q. What is the subject of your testimony in this case? 28 

A. I examine whether certain aspects of the Company’s rate design and cost of 29 

service proposals are consistent with the Commission Order in Docket No. 10-30 

0467. I also discuss how protocols from Section 16-108.5(c)(4) of the formula 31 

rate law pertaining to historical weather normalized billing determinants and 32 

allocation methods for common costs should be addressed.   33 

 34 

Q. Why do you focus on the filing’s consistency with the Commission’s 10-35 

0467 Order? 36 

A. I do this because of certain provisions of the law under which ComEd has made 37 

its formula rate filing.  While I am not an attorney, my understanding, according to 38 

the law, is that the Company’s cost of service and rate design in 16-108.5 filings 39 

should be determined accordingly: 40 

Until such time as the Commission approves a different rate design and 41 

cost allocation pursuant to subsection (e) of this Section, rate design and 42 

cost allocation across customer classes shall be consistent with the 43 

Commission's most recent order regarding the participating utility's 44 

request for a general increase in its delivery services rates. 45 

  220 ILCS 5/16.111.5(c) 46 

  Since ComEd’s last rate case was Docket No. 10-0467, the formula rate law 47 

states that the cost allocation and rate design in this proceeding should be 48 

consistent with the Commission Order for that case. 49 
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 50 

Q. Please provide an overview of the Commission’s conclusions on cost 51 

allocation and rate design issues in its 10-0467 Order. 52 

A. The Commission came to two types of resolutions on these issues.  First, the 53 

Commission approved a set of class revenue allocations and rate designs for 54 

ComEd’s customers that became effective at the conclusion of the case.  55 

Second, the Commission issued a set of directives for the Company to include in 56 

the cost of service study (“ECOSS”) for the initial filing in its next rate case to 57 

address concerns the Commission expressed with the ECOSS presented in 58 

Docket  10-0467. 59 

 60 

Q. How does the Company filing in this case seek to conform to the rate 61 

design approved in the Commission’s 10-0467 Order? 62 

A. With regard to the conclusions on ratemaking issues, ComEd presents a set of 63 

cost studies, class revenue allocations and rates designed to be consistent with 64 

the approach the Commission approved for ratemaking in Docket 10-0467.  65 

 66 

Q. Turning to the cost of service directives in the Commission’s 10-0467 67 

Order, please provide examples of those directives. 68 

A. The directives touched a number of issues.  The Commission stressed the need 69 

for direct observation of Company facilities.  The Commission concluded: 70 

 Clearly, ComEd did not comply with the Commission-ordered directive on 71 

this issue.  ComEd shall work with Staff on this issue to develop a 72 

scientifically-significant representative of its direct observations on this 73 

issue.  It shall also have this representation in its cost of service 74 



Docket No. 11-0721 
ICC Staff Exhibit 9.0 

 

4 

study/studies in its next rate case.  This analysis shall be part of any initial 75 

rate case filing that ComEd makes.  76 

(Order, pp. 180-181.) 77 

 78 

 The Commission also expressed concerns about ComEd’s use of sampling to 79 

determine the nature of its distribution network.  According to the Commission 80 

Order: 81 

 ComEd, clearly, has made no attempt to comply with this Commission-82 

ordered requirement.  Therefore, ComEd shall examine a larger, 83 

representative sample in its analysis and present the results 84 

contemporaneously with the initial filing in its next rate case.  85 

 86 

(Order, p. 182.) 87 

 88 

 On the issue of reviewing analyses of primary and secondary costs by other 89 

utilities, the Commission Order concluded: 90 

 In its next initial rate case filing, ComEd shall produce cost of service 91 

studies that reflect analysis of what other utilities do regarding this issue in 92 

a meaningful manner.  93 

 94 

(Order, p. 185.) 95 

 96 

 The Commission concluded as follows concerning costs for Extra Large Load 97 

customers: 98 

 ComEd shall therefore undertake a study of the distribution assets used to 99 

serve the Extra Large Load customer class.   That study shall be part of 100 

any initial filing in its next rate case.  101 

 102 

(Order, p. 195.) 103 

  104 

 With regard to uncollectibles costs, the Commission stated: 105 

 In the future, (in ComEd’s next rate case or rate design case) ComEd shall 106 

include the segregated indirect uncollectible costs in a cost of service 107 

study in the manner that Mr. Bodmer set forth in his rebuttal testimony.  108 

This study shall be part of ComEd’s initial rate case filing in ComEd’s next 109 

rate case.  110 



Docket No. 11-0721 
ICC Staff Exhibit 9.0 

 

5 

 111 

(Order, p. 204.) 112 

 113 

Q. How does the Company filing in this case respond to the directives 114 

presented in the Commission’s 10-0467 Order? 115 

A. With respect to the cost of service directives in the 10-0467 Order, the Company 116 

provides illustrative ECOSSs incorporating those directives in its filing but  the 117 

ECOSS it proposes for ratemaking in this case does not incorporate changes 118 

that respond to those directives.  119 

 120 

Q. Does ComEd incorporate the directives from the 10-0467 Order into its 121 

proposed ECOSS for this case? 122 

A. No.  ComEd contends that it is barred from doing so by the formula rate law. 123 

According to the Company, “in this proceeding the law prevents ComEd from 124 

proposing, and the Commission from approving, any rate design inconsistent 125 

with that the Commission approved in Docket No. 10-0467”. (Company response 126 

to PL 1.02(a)) 127 

 128 

Q. What approach does Staff take on this issue? 129 

A. Staff has been advised by Staff counsel that the formula rate law does not allow 130 

the Company to incorporate those rate design directives into its rate design for 131 

this case. Therefore, I am not arguing that those directives should be 132 

incorporated into the rate design for this case. 133 

 134 
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Q. Do you nevertheless consider it necessary to at least discuss those 135 

directives in your testimony for this case? 136 

A. Yes.  I believe that the Commission should discuss those directives in its Order 137 

for this case in order to give the parties some direction on the issue. In that 138 

discussion, the Commission should state when it expects ComEd to address 139 

those directives from the 10-0467 Order. 140 

 141 

Q. What does the Company say about when these directives need to be 142 

addressed? 143 

A. The Company states: 144 

 These studies and data may affect rate designs in subsequent 145 

proceedings not subject to this bar. ComEd cannot speculate as to exactly 146 

when such a proceeding will take place, but it must be a different 147 

proceeding from the current proceeding.  148 

 149 

(Company Response to PL 1.02(a)) 150 

 151 

Q. What potential issue arises from this response? 152 

A. The issue that arises concerns when the directives from the 10-0467 Order will 153 

be addressed.  Since the Company has chosen to take the path of formula 154 

ratemaking, its next traditional rate case may not occur until 2021 at the earliest.  155 

Thus, the possibility arises that the Commission’s directives in the 10-0467 Order 156 

may not be addressed until then. 157 

 158 

Q. Is there an alternative proceeding in which those directives could be 159 

addressed at an earlier point in time? 160 
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A. Yes.  Again, while I am not an attorney, it is my understanding that the Company 161 

is required to file a revenue neutral cost of service and rate design case within a 162 

year after the first set of formula rates go into effect.  Since the proceeding is set 163 

to focus on cost of service and rate design, that would be a logical venue for 164 

addressing the Commission’s directives from its10-0467 Order. 165 

 166 

Q. Does ComEd plan to address the 10-0467 Order directives in the rate 167 

design proceeding? 168 

A. Based on ComEd’s statement that it ”cannot speculate as to exactly when such a 169 

proceeding will take place” (Company Response to PL 1.02(a)), it is not evident 170 

that the Company regards the cost of service and rate design case as the proper 171 

venue for addressing these issues.  The Company may prefer instead to defer 172 

these matters to the next traditional rate case which may not take place until after 173 

2021, as previously noted.  Thus, when ComEd files direct testimony in the rate 174 

design proceeding, it may decide not to reflect the directives from the 10-0467 175 

Order in its cost of service study and thereby relegate the resolution of the issue 176 

to a later docket. That could present a problem if the Commission wishes to 177 

address its 10-0467 Order directives in that rate design proceeding. 178 

 179 

Q. What action should the Commission take in this case to address the 10-180 

0467 Order directives issue? 181 

A. The Commission should state how it intends to address its directives in the 10-182 

0467 Order in its Final Order for this proceeding. The Commission should state 183 

whether it wants ComEd to incorporate those directives in its cost of service 184 
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study filed for the revenue neutral cost of service and rate design proceeding or 185 

whether it prefers to wait until the next traditional delivery services rate case 186 

which may not come until after 2012. In so doing, the Commission will ensure 187 

that its directives are addressed at the point in time that it considers appropriate.  188 

 189 

Q. Do you have any recommendation on how the Commission should decide 190 

this procedural issue for its 10-0467 cost of service directives? 191 

A. Yes. I recommend that the Commission adopt language in its Final Order for this 192 

case directing the Company to integrate the directives from the 10-0467 Order 193 

into the cost of service study to be submitted for the revenue neutral cost of 194 

service and rate design proceeding that is to be initiated within a year after the 195 

formula rates first go into effect. 196 

 197 

Q. What is the advantage of this proposal? 198 

A. It ensures that the directives from that case are addressed within the next couple 199 

of years. The alternative of waiting for the next traditional rate case could mean a 200 

delay of a decade or more. Considering the concerns expressed by the 201 

Commission in 10-0467 on these issues, it may not want to wait ten years before 202 

those directives are addressed. 203 

 204 

 Residential and Watt Hour Customer and Meter Charges 205 

 206 

Q. What issue arises concerning fixed customer and meter charges for the 207 

Residential and Watt Hour classes? 208 
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A. The issue concerns whether those proposed charges as filed in this proceeding 209 

are consistent with the Commission’s 10-0467 Order on this issue. 210 

 211 

Q. Please begin by explaining what the Commission ruled concerning those 212 

proposed charges. 213 

A. In its 10-0467 Order, the Commission stated: 214 

 In an effort to gradually move towards more realistic cost causation and to 215 

avoid rate shock, the Commission concludes that the use of volumetric 216 

charges be reduced so that they recover 50% of fixed delivery service 217 

costs. 218 

  219 

 (Order, p. 232.) 220 

 221 

 Q. What does this conclusion mean for the setting of customer charges? 222 

A. Since rates for these customers consist of volumetric and fixed customer and 223 

meter charges, the decision that volumetric charges recover 50% of fixed 224 

delivery costs means that fixed customer and meter charges should recover the 225 

remaining 50% of fixed delivery costs. 226 

 227 

Q. How has the Company calculated customer and meter charges for this 228 

docket? 229 

A. It has calculated charges that collectively recover 50% of total costs for 230 

Residential and Watt Hour customers. (ComEd Ex. 0.2 TB, pp. 1-3) 231 

 232 

Q. Why does this present a problem? 233 
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A. It presents a problem because not all costs on the system are fixed costs. Some 234 

system costs are considered variable. 235 

 236 

Q. Has the Company identified system costs that it considers to be variable? 237 

A. Yes. The Company has identified two cost components that it considers to be 238 

variable costs: the Illinois Electricity Distribution Tax (“IEDT”) and the IEDT 239 

component of Uncollectible Accounts.  (Company Response to AG 4.16)  240 

 241 

Q. What does the Commission’s 10-0467 Order conclude regarding the 242 

recovery of Illinois Electricity Distribution Tax costs? 243 

A. The Order directly discusses the recovery of costs associated with distribution 244 

taxes and concludes as follows: 245 

 The Commission agrees with Staff that since the IEDT is related to usage, 246 

cost causation principles would argue for recovery through a per-kWh 247 

charge from all customers.  248 

 249 

(Order, p. 285) 250 

 251 

Q. What does this imply for the setting of customer charges? 252 

A. Since the Commission considers the IEDT “related to usage,” it should not be 253 

considered a fixed cost for the purpose of determining customer charges. 254 

Therefore, customer charges should be based on recovering 50% of remaining 255 

costs that are regarded as fixed costs for both the Residential and Watt Hour 256 

classes. 257 

 258 

 259 
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Q. Please summarize why you consider the Company’s approach to be 260 

inconsistent with the Commission’s 10-0467 Order. 261 

A. While the Commission’s 10-0467 Order indicates that customer charges for 262 

these two classes should be based on 50% of fixed costs, ComEd has instead 263 

chosen to base those charges on 50% of total revenue for each class. Since 264 

IEDT costs for each class clearly are not fixed and should be excluded from the 265 

calculation, ComEd overstates the costs on which the charges should be based 266 

and, therefore, proposes customer charges that are larger than warranted by the 267 

Commission’s 10-0467 Order. 268 

 269 

Q. Isn’t it true that the compliance rates from Docket No. 10-0467 contain fixed 270 

charges that recover 50% of revenues rather than 50% of fixed costs as 271 

required by the Order? 272 

A. Yes.  Those compliance rates which were reviewed by Staff recover 50% of 273 

revenues as do the Company’s proposed rates in this case. (See attached 274 

Schedule 9.01) However, the compliance rates were calculated incorrectly 275 

because they are not consistent with the language of the Order. 276 

 277 

Q. What alternative should be approved by the Commission in this docket? 278 

A. The Commission should approve a set of customer and meter charges that 279 

collectively recover 50% of fixed costs only.  That would result in charges that are 280 

consistent with the Commission’s 10-0467 Order. 281 

 282 
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Q. Have you developed an alternative set of Residential and Watt Hour 283 

customer, meter and usage charges that conform with the 10-0467 Order? 284 

A. Yes, I have developed those charges in the attached Schedule 9.02.  285 

 286 

Q. Please describe the charges you have calculated in Schedule 9.02. 287 

A. The customer charges for Residential and Watt Hour customers are set to 288 

recover 50% of revenues net of Distribution Taxes which ComEd has identified 289 

as variable costs in response to discovery.  (Company Response to AG 4.16) I 290 

have designed variable charges to recover the remainder of fixed costs. 291 

 292 

Q. Do the charges presented in Schedule 9.02 need to be revised further? 293 

A. Yes.  The customer charges for both classes need to be revised downward to 294 

remove the IEDT component of Uncollectible Accounts which the Company also 295 

indicated is a variable expense. (Company Response to AG 4.16) ComEd should 296 

provide this in the formula rate tariff it presents in rebuttal.  If not, I will present an 297 

updated calculation in my rebuttal for this case. 298 

 299 

Q. Why do you believe the revised methodology you propose should be 300 

adopted in the current proceeding? 301 

A. That approach provides consistency with the Commission’s 10-0467 Order by 302 

recovering 50% of fixed costs through fixed charges and the remaining 50% 303 

through variable charges.  Furthermore, it ensures that IEDT costs are recovered 304 

through per-kWh charges as approved by the Order.  This alternative approach 305 

improves upon the Company’s proposed rates, which recover 50% of total costs 306 
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through fixed charges and 50% through variable charges, an approach that 307 

clearly conflicts with the Commission Order. 308 

 309 

 Section 16-108.5(c)(4) Protocols 310 

 311 

Q. What Section 16-108.5(c)(4) protocols are you addressing? 312 

A. I address the provisions of Section 16-108.5(c)(4)that permit and set forth 313 

protocols for historical weather normalized billing determinants and allocation 314 

methods for common costs among customer classes, subject to a determination 315 

of prudence and reasonableness consistent with Commission practice and law. 316 

Staff witness Rukosuev is addressing the protocols pertaining to the functional 317 

allocation of common costs to distribution. Staff witness Knepler is addressing 318 

the protocol concerning the wages and salaries allocator used in the functional 319 

allocation of common costs to distribution. 320 

 321 

Q. What is Staff’s position concerning the protocol for weather normalized 322 

billing determinants in this case? 323 

A. Staff does not have any objections to the protocol for weather normalizing billing 324 

determinants proposed by the Company for this case and recommends the 325 

Commission find the proposal prudent and reasonable. 326 

 327 

Q. What do you recommend with respect to the allocation methods for 328 

common costs protocol? 329 
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A. For the allocation of common costs to rate classes, Staff recommends that the 330 

Commission adopt the methodology proposed by ComEd in this case and find 331 

ComEd’s methodology prudent and reasonable.  332 

 333 

Q. Does Staff believe these protocols should be revisited in a future 334 

proceeding? 335 

A. Yes, Staff believes that the protocols for historical weather normalized billing 336 

determinants and for allocating common costs to rate classes should be 337 

addressed in the proceeding devoted to cost of service and rate design issues 338 

required by the Formula Rate Law. 339 

 340 

Q. Does this complete your direct testimony? 341 

A. Yes, it does. 342 
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COMMONWEALTH EDISON COMPANY Residential Revenue Requirement

DOCKET NO. 10-0467 COMPLIANCE RATE DESIGN 

2009 TEST YEAR 2009

Test Year Unit Percent

RESIDENTIAL DELIVERY CLASSES Billing Units Charges (1) (5) Revenue of Revenue

 A  G  H

 =(B/A)x(RR/ER)  =AxG

SINGLE FAMILY WITHOUT ELECTRIC HEAT

Customer Charge 26,817,811            $13.64 $365,794,942

Standard Metering Service Charge 26,817,811            $2.86 $76,698,939

Total Fixed Charges $442,493,881 50%

DFC (kWh) (2) 21,351,391,086     $0.01947 $415,711,584

IEDT (kWh) (3) 21,351,391,086     $0.00126 $26,902,753

Total Variable Charges $442,614,337 50%

Total

MULTI FAMILY WITHOUT ELECTRIC HEAT

Customer Charge 12,180,207            $6.59 $80,267,564

Standard Metering Service Charge 12,180,207            $2.86 $34,835,392

Total Fixed Charges $115,102,956 50%

DFC (kWh) (2) 4,466,103,702       $0.02445 $109,196,236

IEDT (kWh) (3) 4,466,103,702       $0.00126 $5,627,291

Total Variable Charges $114,823,527 50%

Total

SINGLE FAMILY WITH ELECTRIC HEAT

Customer Charge 419,991                 $19.54 $8,206,624

Standard Metering Service Charge 419,991                 $2.86 $1,201,174

Total Fixed Charges $9,407,798 50%

DFC (kWh) (2) 804,305,740          $0.01043 $8,388,909

IEDT (kWh) (3) 804,305,740          $0.00126 $1,013,425

Total Variable Charges $9,402,334 50%

Total

MULTI FAMILYWITH ELECTRIC HEAT

Customer Charge 1,857,458              $9.16 $17,014,315

Standard Metering Service Charge 1,857,458              $2.86 $5,312,330

Total Fixed Charges $22,326,645 50%

DFC (kWh) (2) 1,628,298,674       $0.01243 $20,239,753

IEDT (kWh) (3) 1,628,298,674       $0.00126 $2,051,656

Total Variable Charges $22,291,409 50%

Total

RESIDENTIAL TOTAL

Annual Bills 41,275,467            

Annual kWhs 28,250,099,202     

Notes:

  (1)  Minor rounding exists.

  (2)  DFC means Distribution Facilities Charge.

  (3)  IEDT means Illinois Electricity Distribution Tax Charge.

  (4)  SFV means Straight Fixed Variable.

  (5)  Customer charge and DFC adjusted for 50/50 SFV.

COMPLIANCE RATES SFV 50/50 (4)

Order:  May 24, 2011
Filing:  May 25, 2011
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COMMONWEALTH EDISON COMPANY Nonresidential Revenue Requirement $886,799,576

DOCKET NO. 10-0467 COMPLIANCE RATE DESIGN  RR

2009 TEST YEAR 2009

Test Year Unit Charges Percent of

NONRESIDENTIAL DELIVERY CLASSES Billing Units (1) (2) (5) Revenue Revenue

 A  G  H  J

 =(B/A)x(RR/ER)  =AxG  =ΣH by class

WATT-HOUR

Customer Charge (5) 1,160,212 $8.43 $9,780,587

Standard Metering Service Charge 1,160,212 $2.52 $2,923,734

Total Fixed Charges $12,704,321 50%

DFC (kWh) (3) (5) 542,706,055 $0.02217 $12,031,793

IEDT (kWh) (4) 542,706,055 $0.00123 $667,528

Total Variable Charges $12,699,321 50%

Total $25,403,642

Notes:

  (1)  Minor rounding exists.

  (2)  DFCs for Small Load, Medium Load, Large Load, and Very Large Load Delivery Classes increased over embedded cost

        in order to recover amounts not recovered from Extra Large Load, High Voltage, and Railroad Delivery Classes.  

        DFC for Extra Large Load Delivery Class and Transformer Charges for High Voltage load in High Voltage Delivery Class are moved 33%

        DFC for Railroad Delivery Class is moved 10% to EPEC DFC from current charge due to public policy considerations.

  (3)  DFC means Distribution Facilities Charge.

  (4)  IEDT means Illinois Electricity Distribution Tax Charge.

  (5)  Customer charge and DFC adjusted for 50/50 SFV for Watt-Hour Class.

COMPLIANCE RATES

Order:  May 24, 2011
Filing:  May 25, 2011
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Unit Total As a % of Overall
Residential Adj Charges Revenue Revenue EPEC $/kWh
Delivery ----------- ----------- ----------- ----------- ----------- -----------
Class (E) (F) (G) (H) (J) (K)

=(A)x(F) =(G) by Class =(H)/(D) =(H)/(A kWh)
SFNH
CC $12.79 $342,687,739
SMSC $3.10 $83,059,577
DFC (kWh) $0.00001 $0.02018 $425,959,942
IEDT (kWh) $0.00112 $23,640,988
Total $875,348,246 100.0% $0.0415

MFNH
CC $6.11 $75,093,984
SMSC $3.10 $38,100,057
DFC (kWh) ($0.00001) $0.02545 $113,208,563
IEDT (kWh) $0.00112 $4,982,066
Total $231,384,670 100.0% $0.0520

SFH
CC $15.47 $6,485,782
SMSC $3.10 $1,299,672
DFC (kWh) $0.01010 $7,784,416
IEDT (kWh) $0.00112 $863,222
Total $16,433,092 100.0% $0.0213

MFH
CC $7.24 $13,490,053
SMSC $3.10 $5,776,128
DFC (kWh) $0.01219 $19,252,956
IEDT (kWh) $0.00112 $1,768,934
Total $40,288,071 100.0% $0.0255

Total Residential $1,163,454,079 100.0% $0.0417

DELIVERY SERVICE CHARGES COMPUTATION
Staff-Revised

Residential Customers



Docket No. 11-0721
Staff Ex. 9.0

Schedule 9.02
Page 2 of 2

Unit Total As a % of Overall
Nonresidential Adj Charges Revenue Revenue EPEC $/kWh
Delivery ----------- ----------- ----------- ----------- ----------- -----------
Class (E) (F) (G) (H) (J) (K)

=(A)x(F) =(G) by Class =(H)/(D) =(H)/(A kWh)
WH
CC $8.27 $9,587,428
SMSC $2.65 $3,072,150
DFC (kWh) $0.02287 $12,073,019
IEDT (kWh) $0.00111 $585,966
Total $25,318,563 100.0% $0.0480

DELIVERY SERVICE CHARGES COMPUTATION
Staff-Revised

Watt-Hour Customers
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