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STATE OF ILLINOIS

BEFORE THE ILLINOIS COMMERCE COMMISSION

Commonwealth Edison Company : ICC Docket No. 10-0467

Proposed general increase in electric rates

CORRECTED DIRECT TESTIMONY OF HARRY L. TERHUNE

I.

INTRODUCTION AND QUALIFICATIONS

Please state your name and business address.
My name is Harry L. Terhune, and my business address is Terhune Consulting

LLC, 5 W. Central Rd. #206, Mt. Prospect, IL 60056.

On whose behalf are you testifying?

I am testifying on behalf of the coalition to Request Equitable Allocation of Costs
Together (collectively, “REACT”).! REACT brings together some of the largest
and most well-known industrial, commercial, and governmental entities in the
Northern Illinois area, along with retail suppliers that are interested in providing
service to residential customers in the Commonwealth Edison Company

(“ComEd”) service territory.

! The REACT members include: A. Finkl & Sons, Co.; FutureMark Paper Company; Aux
Sable Liquid Products, LP; The City of Chicago; Commerce Energy, Inc.; Flint Hills
Resources, LP; Integrys Energy Services, Inc.; Interstate Gas Supply of Illinois, Inc.; The
Metropolitan Water Reclamation District of Greater Chicago; PDV Midwest Refining
LLC; United Airlines, Inc.; and Wells Manufacturing Company. The opinions herein do
not necessarily represent the positions of any particular member of REACT.
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What is your occupation?

I am an independent consultant. My firm is Terhune Consulting LLC, which
began business in 2006, and my principal focus has been on consultation with
electric utilities in relation to planning, operation, and reliability matters affecting
their transmission and distribution systems. I have also contributed to the work of
other consultants on their specific projects, including work for Edison
International; Infrasource Technology (now part of Quanta Technologies); and R.

M. Hansen & Associates (forensics).

Please summarize your educational background and professional experience.
I graduated from the University of Notre Dame in 1967 with the degree of
Bachelor of Science in Electrical Engineering, and from the Illinois Institute of
Technology in 1975 with the degree of Master of Science in Electrical
Engineering. I am a Professional Engineer licensed in the State of Illinois. For
the period from 2000 until March, 2010, I was certified as a Reliability Operator
by the North American Electric Reliability Corporation (“NERC”), the entity
charged with enforcing transmission reliability rules. I am a Life Senior Member
of the Institute of Electrical and Electronic Engineers and an Individual Member

of CIGRE, the International Council on Large Electric Systems.

I was employed by ComEd for more than thirty-one (31) years, from 1967 to

1998. During that period I held a wide variety of engineering and technical
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management positions, starting as a field engineer and local area planner and
ending as the Manager of the Transmission and Distribution Planning
Department. In that role, I was responsible for planning for the entire ComEd
transmission and distribution system, i.e. from the 765 kV transmission lines and

substations down to service to local retail customer areas.

From 1998 until 2000, I was employed by the Mid-America Interconnected
Network (MAIN) as its Assistant Executive Director; MAIN at that time was one
of nine Regional Reliability Councils that made up NERC. From 2000 through
2005 T was employed by American Transmission Company LLC (“ATC”), the
owner and operator of the high-voltage electric transmission system in the Eastern
two-thirds of Wisconsin, the Upper Peninsula of Michigan and a small portion of
Illinois. At ATC 1 held the title of Vice President-Operations, and had
responsibility for real-time operations, design and construction, maintenance and
protection; and later, transmission planning. Since the beginning of 2006, I have

been the owner and President of Terhune Consulting LLC.

A more detailed professional biography is attached to this testimony as REACT

Exhibit 3.1.

During your employment with ComEd, did you gain any experience or work
in any fields that are relevant to this testimony?

Yes, the following areas of ComEd experience are particularly relevant:
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e Engineer in field distribution design and local area distribution planning
(Chicago North Div. 1967-1969);

e Transmission planning (System Planning, 1969-1972);
e Division Engineer, as department head responsible for planning and design of
distribution facilities serving all classes of customers; Northern Div., 1976-

1977; Chicago Central Div. (including the Chicago Loop area), 1977-1982;

e Transmission and Distribution Training and Methods Superintendent, 1988-
1989;

e System Planning Manger, with responsibility for planning the high-voltage
system, including involvement with high-voltage customers, 1990-1997; and

e Transmission and Distribution Planning Manger, with responsibility for
planning both the transmission and distribution systems, 1997-1998.

Are you experienced in all elements of the energy delivery system from
power leaving the generator, through the transmission and distribution
systems, to ultimate delivery to retail customers at their utilization voltage?

Yes. Of particular relevance is my experience with ComEd’s practices of
providing either Standard Service or, for a customer’s convenience and benefit,
providing “non-standard” or “optional” forms of service (“non-Standard
Service”). A key component of my work was ensuring that, while offering
individual customers flexible forms of non-Standard Service, other customers
receiving Standard Service from ComEd do not subsidize the additional costs
caused by customers receiving non-Standard Service. My experience with this
issue is directly relevant to cost allocation issues in this case. These practices are
particularly important for ComEd’s Extra Large Load class customers, who often
have need for unique service facilities that may differ from ComEd Standard

Service for customers with their demand characteristics.
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What is your current relationship, if any, with ComEd or its parent, Exelon?
I do not have an on-going professional relationship with ComEd or Exelon. I

receive certain retirement benefits and own a small amount of Exelon stock.

Please describe what parts of your ATC experience are relevant to this case.

At ATC, I was periodically involved with transmission service arrangements to
the retail customers of ATC’s local distribution companies, customers who
required high voltage service connections, and for which questions of standard
versus required service arose. Of course, because most of my work was based in

Wisconsin, the particulars were different, but the concepts remained similar.

Have you testified in a regulatory proceeding before?

Yes. As a ComEd employee, I presented testimony to the Illinois Commerce
Commission (“Commission”), to committees of the Illinois legislature, and to the
Federal Energy Regulatory Commission (“FERC”). As an ATC employee I
presented testimony to the Public Service Commission of Wisconsin and to
FERC. A list of proceedings in which I have provided testimony is attached to

this testimony as REACT Exhibit 3.2.
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II.

PURPOSE AND GENERAL CONCLUSIONS

What is the general purpose of your testimony?

The general purpose of my testimony is: (1) to discuss the allocation of retail
delivery service costs to the Extra Large Load customer class, which allocation
should only be based on assets and related expenses reasonably associated with
service to that class; (2) to explain that under ComEd’s current and proposed tariff
structure, the costs of the distribution system have been improperly over-allocated
to the Extra Large Load customer class in violation of basic cost causation
principles; and (3) to recommend to the Commission ways to correct this undue

burden on the Extra Large Load customer class.

How does your testimony approach those objectives?

First, I explain the relationship between the assets in ComEd’s transmission and
distribution power delivery system and the customer classes served by that
delivery system, with particular attention to the asset components applicable to

Extra Large Load customer class.

I then provide guidance to the Commission on how the asset components
applicable to the Extra Large Load customer class can be practicably identified.
Once the assets are identified, the Commission can ensure that the Retail Delivery
Service rates to the Extra Large Load customer class reflect the costs associated

with those assets with reasonable accuracy. Equally important, I show how to
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identify certain assets that would never -- absent separate justification -- be used
to provide Standard Service to the Extra Large Load customer class. The
significance of identifying those assets is that, absent special circumstance, the
Extra Large Load customer class would not have caused the costs associated with
those assets, and thus none of those assets’ costs should be allocated to the Extra

Large Load customer class.

The discussion also involves an explanation of ComEd’s concept of Standard
Retail Delivery Service (“Standard Service”) to customers based on each
customer’s demand characteristics, and ComEd’s practice of segregating and
separately recovering the revenue requirements of “non-standard” or “optional”
assets to the extent that those revenue requirements exceed those of Standard
Service (“non-Standard Service”). By non-Standard Service assets, [ mean assets
that ComEd provides for the benefit of an individual customer that are in excess
of or different from Standard Service. These costs of non-standard or optional
assets should be segregated from the costs for Standard Service to avoid having
customers taking Standard Service from subsidizing a customer taking non-
Standard Service. Conversely, because a non-standard customer is paying for the
non-standard assets individually, it is important that the costs of those assets not
be included in base rates — otherwise ComEd would be double recovering for the

same assets.



157

158

159

160

161

162

163

164

165

166

167

168

169

170

171

172

173

174

175

176

177

178

REACT Exhibit 3.0C

What should the Commission do to address this misallocation and double
recovery problem?

The costs used to calculate the delivery services rates for the Extra Large Load
customer class should exclude any costs associated with assets that would not be
used to provide Standard Service to these customers. Extra Large Load customer
class members receiving Standard Service simply do not use certain types of
assets, and thus should not be charged for those assets. Furthermore, to the extent
that class members do use an excluded asset as part of non-Standard Service, they
already pay the full cost through Rider NS. Thus, in order to avoid double
counting, Extra Large Load customer class members should only be charged for a

fair portion of assets that could be used to provide Standard Service to the class.

Has ComEd identified the assets used to serve the Extra Large Load class?
My understanding is that ComEd has refused to publicly provide that information.
However, as explained later, my understanding is that ComEd has the capability

to do so.

What should happen if ComEd continues to refuse to identify those assets?
Based on cost causation principles and the reasonability of identifying assets used
to serve the class, ComEd should not allocate costs to the Extra Large Load

customer class that it cannot identify as being caused by this class.
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ComEd Should Recognize that Not All Assets Are Used to Serve the
Extra Large Load Class

Please categorize the key elements of the physical delivery chain that

transports electricity from generators and external markets to end-use

customers, and the relationship of those elements to ComEd’s customer

classes.

The following are the key elements relevant to the asset base upon which standard

retail delivery service charges rest; my characterizations are general and there

may be very limited exceptions:

1.

Bulk Electric System. This consists of the extra-high voltage and high
voltage interconnected system owned by ComEd which integrates generation
resources and makes those resources available for delivery; this is the portion
of ComEd delivery charges derived from FERC jurisdictional tariffs. All
ComkEd retail and wholesale customers benefit from the bulk electric system.

The Transmission Voltage Delivery System. This consists of transmission
facilities owned by ComEd at voltages from 345 kV through 69 kV (including
69 kV) which transport power and energy from the bulk electric system to
areas within the ComEd service territory, but which are not included in
FERC-jurisdictional facilities.  This system includes community (not
individual customer) substation facilities that transform power between two or
more transmission-level voltages. All ComEd retail customers benefit from
the transmission voltage delivery system, as do certain wholesale customers
(e.g. municipal electric systems) within the ComEd service territory.

. Distribution Substation Facilities. This consists of facilities that transform

power from a transmission voltage to a primary distribution voltage (less than
69 kV, higher than 2 kV)? to supply primary voltage distribution lines. All
ComEd retail customers, except those receiving power to their property at a
transmission voltage, benefit from distribution substation facilities.

? Because of legacy practices from prior to the merger of Commonwealth Edison and the
Public Service Company of Northern Illinois in the 1950’s, the nominal 4 kV system is
typically 2160/3740 V in Chicago and 2400/4160 V outside Chicago; similarly the
nominal 12 kV system may be 6900/12000 V in Chicago and 7200/12470 V outside
Chicago, with exceptions around the fringes.
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4. Primary Distribution Lines (also known as Feeders or Circuits). This
consists of lines that transport power at a primary distribution voltage (e.g. 34
kV, 12 kV, 4 kV) from a distribution substation to the vicinity of a customer’s
property. ComEd retail customers benefit from primary distribution lines to
different degrees depending upon their load characteristics and customer class.

5. Distribution Transformers. This consists of transformers on or near
customer property which transform power from a primary distribution voltage
to a lower, generally secondary distribution voltage (e.g. a transformation
from 12 kV to 480 V). Distribution transformers are characterized as
“community transformers” when they are on public property, a ComEd right-
of-way, or a ComEd easement, and are able to serve multiple customers; or as
electric service stations (“ESS”), which are located on customer property and
serve only that customer. Community transformers generally serve single or
three-phase customers at voltages below 480 V. ESS transformers benefit
only the customer on whose property they are located and that they serve.

6. Distribution Secondary Lines. This consists of electric conductors, either
single or three-phase, operating at a voltage below 2 kV (typically 120/240,
208, or 480 V) on public property, a ComEd right-of-way, or a ComEd
easement, that are able to serve multiple customers. Distribution secondary
lines only benefit customers receiving secondary voltage service from
community transformers.

7. Secondary Service Conductors. This consists of conductors owned by
ComEd and operating at secondary voltages, which connect community
transformers or distribution secondary lines to an individual customer at the
customer’s utilization voltage. Each secondary service conductor benefits
only the customer to whom it is connected. Secondary service conductors
from the transformer of an ESS to a customer at the customer’s utilization
voltage are not owned by ComEd.

You state that the above characterizations are for “standard” retail delivery
service. What is “Standard Service”?
Standard Service is a term defined in ComEd’s Terms and Conditions, on
Original Sheet 155 as follows:
A standard distribution facilities installation provided by the
Company for a retail customer includes distribution facilities
adequate to provide, at a single delivery point, the electric power

and energy required by such retail customer. However, in certain
individual situations, more than one delivery point is provided in a

10
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standard distribution facilities installation if the Company
determines that the provision of such multiple delivery points is
more economical, efficient or reliable than an installation with a
single delivery point. . . . The electric power and energy
requirements of a retail customer equal the highest MKD
established by such retail customer during the twelve (12)
preceding monthly billing periods at a power factor of not less than
eighty-five percent (85%) lagging.

MKD means maximum kilowatts delivered.

Do all retail customers of ComEd receive Standard Service?

No. ComkEd has long had a policy of trying to be flexible in accommodating
customers’ service requirements, even if those requirements differ from Standard
Service. ComEd has a mechanism, Rider NS, for recovery of costs related to
provision of non-Standard Service. Rider NS provides a method of cost recovery
for the assets related to non-Standard Service that are in excess of Standard
Service. This recovery mechanism should protect all other customers from

subsidizing the requirements of those customers who need non-Standard Service.

How is Standard Service determined for any customer class and for
customers within that class?

The General Terms and Conditions of ComEd’s Tariff (Original Sheet No. 155),
as noted above, provide:

A standard distribution facilities installation provided by the
Company for a retail customer includes distribution facilities
adequate to provide, at a single delivery point, the electric power
and energy required by such customer. However in certain
individual circumstances more than one delivery point is provided
in a standard distribution facilities installation if the Company
determines that the provision of such multiple delivery points is

11
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more economical, efficient or reliable than an installation with a
single delivery point.

Beginning on Sheet 166 of the Tariff, standard secondary service voltages are

defined. Although ComEd Ex. 16.22 and 21.3 propose changes to Original Sheet

155, my understanding from reviewing the proposed changes is that the language

I quoted would remain unchanged.

In general, how do retail customer classes relate to the Standard Service

voltages?

Generally, the relationship between voltage and Standard Service is as follows:

The residential classes receive single-phase three-wire service at
120/240 V or 120/208 V.

Nonresidential customers with up to 600 kW in any half-hour period are
eligible to choose from among a variety of secondary service voltages;
these are defined on Sheet 167 and range from 120 V, two phase wire to
480 V, three or four phase wire service, plus a very limited option for
deep-well pumps of 2400 V three-phase, 3-wire service. These secondary
service voltage options apply to the nonresidential Small Load and
Medium Load customer classes, and also Large Load class customers with
between 400 and 600 kW of half-hour monthly demand.

For all nonresidential customers in the Large Load and Very Large Load
classes with half-hour demands in the range from 600 kW up to 4,500 kW
the standard secondary service voltage is 277/480 V three phase, 4-wire.

For nonresidential customers with demands which exceed 4500 kW, the
Standard Service voltage is 2160/3740 V three phase or higher. This
group includes the upper end of the Very Large Customer class (4,500 kW
up to 10,000 kW). It also includes all customers of the Extra Large Load
class (those with half-hour demands exceeding 10,000 kW).

12
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What elements of the physical delivery chain that are used to provide
Standard Service are normally used to provide electric service to all classes
of customers?

The relationships are generally as follows from the bulk electric system down
through the primary distribution lines:

e All classes of customers utilize the bulk electric system and the
transmission voltage delivery system.

e All customer classes except the High Voltage class customers (to the
extent that they predominantly receive their electricity at a transmission

level voltage, 69 kV or greater) utilize the distribution substations.

e All customer classes except the High Voltage class customers utilize the
primary distribution lines to some extent.

When you refer to the High Voltage class, is that the same as the primary
distribution class?

Based on my reading of ComEd’s current Tariff Sheets, my understanding is that
the High Voltage customer class exists today for customers taking delivery at or
over 69 kV. (See Original Sheet No. 137.) My reference to the “High Voltage
class,” however, is distinct from the concept of a primary delivery class discussed
by ComEd in its Supplemental Direct Testimony. As reflected in ComEd Ex.
21.0R and 21.3, ComEd has proposed -- and subsequently rejected -- the creation
of a primary distribution class. However, costs for certain assets should be
excluded from the delivery rates of the Extra Large Load customer class, and the
creation of a primary class is one way of beginning to accomplish that goal.
Although the some of the particulars are inappropriate, one iteration of a primary

class is expressed in ComEd Ex. 21.0R and 21.3. Thus, my reference to the

13
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“High Voltage class,” is to the class that currently exists; my references to
“primary distribution line customers” are to those customers who would be

members of the primary class, if it were to be created.

Do all customer classes except the High Voltage class utilize the primary
distribution lines to some extent?

Yes. Primary distribution lines leave their source distribution substation utilizing
three-phase high-capacity “main stem” electrical conductors (wires or insulated
cables). As the lines progress out into the territory the high-capacity portions of
the lines may be connected (“tapped”) by lower capacity wires/cables serve
smaller loads, radially out from the high-capacity wires/cables. The lower
capacity “taps” may be either single or three-phase. The high-capacity portions of
two or more lines may be able to connect to each other to provide support in the

case of equipment failures, storms, etc.

All primary voltage customers benefit from the high-capacity “main stem”
portions of distribution lines. Customers receiving single-phase service voltage
may be connected to the lower-capacity “taps”, including taps that have only one
phase present. Nonresidential customers with standard three-phase service
generally require three-phase distribution lines and single-phase taps are

incapable of adequately providing that type of Standard Service.

14
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In other words, not all portions of primary distribution lines are capable of
meeting the Standard Service requirements of all classes of loads?

Correct. Not all portions of primary distribution lines are capable of serving all
standard varieties of secondary service voltages, which means that not all portions
of primary distribution lines are capable of meeting the Standard Service
requirements of all classes of loads. In particular, only assets with minimum
voltage, current-carrying capability and phase requirements are suitable to serve

the Extra Large Load customer class.

What are representative “main stem” normal capabilities of the common
ComEd primary distribution lines?

Representative capabilities are, for 34 kV about 40,000 kVA or more; for 12 kV
about 8,000 kVA; and for 4 kV about 2,500 kVA. The term kVA, or kilovolt-
amperes, is a measure of the electric current burden on the delivery wires or
transformers and reflects that customer demands may be at power factors of up to
85% lagging; for example, a 10,000 kW load at unity (100%) power factor would
draw 10,000 kVA, but at 85% power factor the load would impose a demand on

the distribution system of about 11,750 kVA.

15
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Looking at the Extra Large Load customer class (demand above 10,000 kW),
what common ComEd primary distribution line voltages are capable of
providing Standard Service to an Extra Large Load customer?
Extra Large Load customer class customers would require 34 kV or 12 kV lines to
adequately provide Standard Service. As ComEd stated in its Response to Staff
Data Request PL 2.08:

The amount of electric power and energy required by a customer in

the Extra Large Delivery Class and Railroad Delivery Class would

qualify the customer for a primary voltage service connection

which would typically be a 12 kV or 34 kV service point in order

to provide enough capacity for a service connection at a single

delivery point or more than one service point to the same customer
property in some circumstances.

(Attached as REACT Exhibit 3.3.)

Would 12 kV single-phase or two-phase primary distribution lines ever be
adequate to supply Standard Service to an Extra Large Load customer class
customer?

No. Three-phase service is standard for the Extra Large Load class of customer.

Would the portions of three-phase 12 kV distribution lines that have
conductors of a capacity significantly lower than the “main stem” capacity of
such lines ever be adequate to supply Standard Service to an Extra Large
Load customer class customer?

No, not for a theoretical Standard Service. However, ComEd can, for its own
convenience, declare a non-Standard Service as standard; an example would be a

new customer taking over a site with prior non-Standard Service, where ComEd

16
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found it more convenient to leave existing facilities in place rather than to replace
the existing facilities with standard facilities. The fact that ComEd may elect in
some instances to declare, as standard, facilities that would not normally be
considered standard, for its own convenience, should not be the basis of an unfair

generic allocation of such facilities to the Extra Large Load class of customers.

Would 4 kV three-phase or single-phase primary distribution lines ever be
adequate to supply Standard Service to an Extra Large Load customer class
customer?

No.

Would secondary distribution lines, as you defined them above, ever be
adequate to supply Standard Service to an Extra Large Load customer class
customer?

No.

Would secondary voltage service conductors from secondary distribution
lines or a community transformer, as defined above, ever be adequate to
supply Standard Service to an Extra Large Load customer class customer?

No. Standard Service to an Extra Large Load customer class customer would be
from an electric service station on customer property supplied by 12 kV or higher
primary distribution lines; the customer pays for and owns the service conductors

from the transformer in an electric service station into the customer’s premises.

17
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Would the categories of service above, to which you answered “no” with
respect to Standard Service ever be used to provide non-Standard Service to
an Extra Large Load customer class customer?

The requirements of non-Standard Service often involve multiple voltages and
forms of service connections, but Rider NS provides for payment of the
incremental revenue requirements of non-Standard Service, above those of
Standard Service, by the customer receiving such service. Thus, even if there are
Extra Large customer class members that receive those types of services, it would
be completely inappropriate to include these costs in developing the costs to be

allocated to the class.

B. ComEd Has Misallocated Asset Costs to Extra Large Load Class
Customers

What conclusions do you draw from the fact that the assets you describe
above would not be adequate to provide Standard Service to Extra Large
Load customer class customers?

The following types of utility distribution plant should be excluded from cost
allocations to the Extra Large Load customer class:

e Single-phase or two-phase primary voltage overhead or underground line
sections;

e Any 4 kV primary voltage overhead or underground line sections;
e Any three-phase 12 kV overhead or underground line sections with

conductor capability substantially less than “main stem” 12 kV line
capability;

18
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e Any secondary distribution line sections; and
e Any secondary voltage service conductors.

In other words, the costs recovered from the Extra Large Load customer class
customers should not include the Distribution Secondary Lines, and Secondary
Service Conductors, and selected assets in the Primary Distribution Lines

discussed above.

Are these costs currently included in the costs allocated to the Extra Large
Load customer class?

Yes. In the Supplemental Direct Testimony of Mr. Alongi (ComEd Ex. 21.0R),
under the category “Purposes of Testimony”, he notes that his supplemental
testimony includes the Company’s effort to separately identify customers whose
service enters their property at primary voltages versus secondary voltages. It
appears that the tariffs proposed in ComEd Ex. 16.0R make no distinction by

customer class among the primary and secondary service components.

Are you proposing to alter ComEd’s overall rate base or revenue
requirement in any way?

No. ComkEd should be entitled to full recovery for costs incurred related to
necessary and prudent investments. However, under my understanding of the
Commission’s commitment to cost causation principles, assets that would never
be used for Standard Service by the Extra Large Load class should not be paid

from by that class, because Riders fully address costs related to non-Standard
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Service. For that reason, the Extra Large Load customer class should not be

allocated any of the costs related to the assets described above.

Is it reasonable to ask ComEd to investigate the cost of providing Standard
Service to the Extra Large Load customer class?

Although I am not a lawyer, I interpreted the Commission’s Order in ICC Docket
No. 08-0532 to direct ComEd to modify its embedded cost of service study to
more accurately reflect the underlying cost drivers of allocation to each customer

class. The order gave particular attention to the Extra Large Load customer class.

In the present case, in the Supplemental Direct Testimony of ComEd Witness Mr.
Alongi (ComEd Ex. 21.0), Mr. Alongi is asked:
Can you describe the categories of costs in ComEd’s compliant
primary/secondary analysis for which ComEd used actual available

data from its electronic systems and performed manual reviews
and the associated dollars related to each situation?

(ComEd Ex. 21.0 at 24:402-404.) In his answer, Mr. Alongi described an effort
by ComEd to utilize its electronic systems (e.g. ComEd’s CEGIS geographic
information system) and manual inspection to examine, for example, the
proportion of utility poles supporting primary distribution conductors, secondary
distribution conductors, or a combination, in order to allocate not only the wire
involved but the poles, switches, lightning arresters, etc. to the appropriate
category. (See id. at 24:405-26:465.) The ComEd records also show conductor
sizes, number of conductors, number of phases, etc. present, as well as length of

conductor, etc. (See id.) The techniques ComEd employed to achieve the limited
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objective of a primary/secondary asset split apparently could readily be applied to
determine what primary voltage facilities exist that are not appropriate to render

Standard Service to Extra Large Load class customers.

As the Commission is aware, the Public Utilities Act states, “Charges for delivery
services shall be cost based, and shall allow the electric utility to recover the costs
of providing delivery services through its charges to its delivery service customers
that use the facilities and services associated with such costs.” (220 ILCS 5/16-
108(c).) That statement regarding charges being “cost-based” calls for a higher
degree of fairness and accuracy in the allocation of revenue requirements to each
customer class. The misallocation of primary and secondary voltage line assets
which are generally inadequate to serve the standard requirements of Extra Large

Load class customers is egregiously unfair.

In your testimony thus far, you have focused on Standard Service to
customers in each customer class, and in particular to Standard Service to
Extra Large Load customer class customers; what about customers whose
service is non-standard?

As noted at the beginning of my testimony, ComEd has an elaborate and precise
system for measuring the differences between a customer’s Standard Service and
that customer’s aggregate actual service requirements. ComEd’s Rider NS,
“Nonstandard Services and Facilities,” is the basis for determination of the cost of

nonstandard facilities, standard facilities, and determination of the differential to
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be paid for by the customer with the nonstandard requirements. (See Original
Sheets No. 277-280.) The purpose of Rider NS is to permit flexibility of service
to the customer, while ensuring that other ComEd customers are not subsidizing
the non-standard needs of any particular customer. (See, e.g., Original Sheet No.
277.) Rider NS should ensure that all of the differential between Standard Service
and the service requested by the customer is accounted for and paid by the
customer with non-standard assets. (See id.) This differential is made up by a
direct payment, (typically for installation costs, structures, wire, etc.) and/or a
monthly rental charge (typically for items of plant that could be removed and re-
used for another customer, such as transformers, switches, protective devices,
etc.). (See, e.g., id; 1st Revised Sheet No. 202.) ComkEd has a similar system,

Rider ML, for lease of nonstandard metering assets.

While Rider NS protects the general population of ratepayers from subsidizing the
non-standard customer, it is also very important that the tariff treatment of the
non-standard customer not be used to subsidize other customers and customer

classes.

In the Extra Large Load customer class, many, if not all such customers have
some degree of non-Standard Service. That non-Standard Service may utilize
some of the types of facilities that should be excluded from the costs allocated to
the class. For example, a customer may have one or more principal points of

service, perhaps at the standard primary voltage (e.g. 12 kV) and secondary
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utilization voltage (e.g. 2160/3740 V, three phase), but may also have other points
of service for signs, parking lot lighting, sewage pumping stations, or other
facilities. Many of these points of service, i.e., those not serving the principal
points of service but which may incorporate the types of facilities that should be
excluded, should not be assigned to the Extra Large Load class customers. Those
non-standard costs would generally be covered by Rider NS. Because the
differential cost of non-Standard Service is already being fully paid by the
customer under Rider NS, only the charges to the customer under Rate RDS,
should apply to the revenue requirements of Standard Service. Stated another
way, the asset base used to allocate Extra Large Load class revenue requirements

should just include those assets used to provide Standard Service to the class.

C. The Commission Should Address ComEd’s Misallocation to Extra
Large Load Class

What is your conclusion regarding how to change the current allocation
structure?

The Extra Large Load customer class is currently being allocated a portion of all
delivery assets not directly assigned to individual customers. As explained above,
this leads to the Extra Large Load customer class paying for assets that class
members would never use as part of Standard Service. To the extent that some
class members might use a particular asset that does not fall within the Standard

Service for that class, the individual class members pay for those individual assets
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through Rider NS. As a result, the class-wide delivery services rates should not

include any assets that would not be used to provide Standard Service to the class.

What impact will this have on the allocation to the Extra Large Load
customer class?

Based upon the data that has been made available to date, it is not possible to
quantify the number or cost of classes of assets that should be excluded from the

delivery services rates for the Extra Large Load customer class.

Does ComEd have the ability to identify the assets you describe?

ComkEd should be able to identify the assets that should be excluded from the
revenue requirements of the Extra Large Load customer class and reallocated to
other, more appropriate classes. Based on my understanding of ComEd’s CEGIS
system, and my review of Mr. Alongi’s testimony regarding the study ComEd
undertook to create the exemplar primary/secondary split, it appears that ComEd

has this capability.

To what degree should actual required distribution transformer installations
be considered in applying Rate RDS?

The Rate RDS transformer charges associated with the non-standard Extra Large
Load customer class customer should only be based on the type of standard
transformation appropriate to that customer’s demand at a single point of delivery.

My understanding is that all other transformer costs, including core losses, are
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being paid for under Rider NS. (See Original Sheet No. 280.) The transformer
type applicable to the Extra Large Load customer class customer should be based
on the standard primary distribution voltage for that customer, with a secondary
voltage of 2160/3740 V, three phase (or higher) as defined in the General Terms
and Conditions on Original Sheet 168. The Extra Large Load customer class
customer should not be charged at each lower voltage at which it is actually
served, even for just the proportion of load at that voltage, as all the incremental
costs of non-Standard Service are covered by Rider NS and already paid by the
customer. Thus, because the Extra Large Load customer class members already
have paid for the losses related to non-Standard Service through Rider NS, the
class should only pay for the transformer charges necessary for them to receive

Standard Service.

To what extent should the principles that you have recommended above be
considered for High Voltage Class customers who meet the “greater than
10,000 kW” demand criterion of the Extra Large Load class?

For the High Voltage class, the same principles of exclusion from revenue
requirements of plant equipment inappropriate for Standard Service to the
customer class should be applied to the retail delivery service charges to High

Voltage class customers over 10,000 kW demand.

What level of precision would you expect of ComEd in correcting any

misallocation to the various load classes, and particularly to the Extra Large
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Load customer class (and the High Voltage class customers over 10,000 kW
demand)?

It seems that ComEd made some initial efforts, as described by Mr. Alongi in his
supplemental testimony, toward the goal of allocating costs to the cost’s causers.
These efforts show that ComEd has the ability to collect information that can
inform accurate cost allocation. A similarly detailed examination of plant
records, CEGIS geographic information system data, customer billing records, in-
house records of standard versus required facilities, etc. would provide a much
more transparent basis for a potentially reasonable set of allocation factors that
would exclude inappropriate costs from the rate base of the Extra Large Load
customer class and High Voltage classes, and reassign them as revenue
requirements properly allocated to other customer classes that actually use the
assets. My expectation is that ComEd can perform a study that can produce a
practicable, reasonable adjustment to the asset components genuinely driving the
Extra Large Load customer class revenue requirements. A detailed audit of every

wire, pole, cable, etc. is not required.

Do you believe ComEd should retain the High Voltage class?
Yes. Retention of this class accomplishes the goals of cost causation that I have
discussed above for the customers with service at 69 kV and above, including

those with MKD above 10,000 kW.
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Would creating a primary class helps accomplish those goals?

As stated above, my review of ComEd testimony regarding what Mr. Alongi
refers to as the Exemplar primary class shows that ComEd was able to identify
and exclude secondary voltage distribution assets from the allocation to primary
class. This demonstrates a proof of concept with respect to ComEd’s ability to
identify, classify and apply different types of assets to one or more customer

classes.

Does the primary/secondary proposal put forward by Mr. Alongi accomplish
the same goals as your proposals?

While it takes some steps in the right direction, the proposal introduced by Mr.
Alongi does not go far enough. There are several types of assets that should never
be charged to the Extra Large Load customer class under standard delivery rates,
but Mr. Alongi’s testimony is not clear as to whether those assets would be
excluded from the Extra Large Load customer class allocation or not.
Furthermore, for reasons set out above, Extra Large Load customer class
members should not be charged for community assets below 12 kV, three phase;
to the extent that this protection is not provided, ComEd’s proposal should be

rejected.
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I11.

CONCLUSION

Could you please summarize your testimony?

There are certain groups of assets that the Extra Large Load customer class
customers would never use as part of receiving Standard Service. Thus, under the
principle that costs should be assigned to their causers, the Extra Large Load
customer class should not be charged for any of those assets in their delivery
services rates. Although some members of the Extra Large Load customer class
use assets other than those used to provide Standard Service, the Extra Large
customers already fully pay incremental revenue requirements for use of those
assets under Rider NS and Rider ML. As a result, even though some members of
the Extra Large Load customer class use assets that are not part of class-wide
Standard Service, the class delivery rates should not reflect any assets other than
those identified as used to provide Standard Service. For example, single-phase
primary and secondary underground residential distribution facilities should not
be included in the revenue requirement of an Extra Large Load class industrial

customer who requires three-phase service for a load in excess of 10,000 kW.

It is both necessary and feasible for ComEd to identify and exclude assets not

used to provide Standard Service to the Extra Large Load customer class.

Does this complete your testimony?

Yes.
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