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I.  Executive Summary and Introduction 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is Sally T. Clair.  My business address is One Financial Place, 440 South 4 

LaSalle Street, Suite 3300, Chicago, Illinois 60605. 5 

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

A. I am the Senior Vice President of Customer Operations of Commonwealth Edison 7 

Company (“ComEd”). 8 

B. Purposes of Direct Testimony  9 

Q. What are the purposes of your testimony? 10 

A. My testimony has three purposes.   11 

First, I describe ComEd’s customer service functions and why they are important.  12 

I support the expenses associated with those functions and explain why ComEd should be 13 

allowed to include in rate base the investments it has made in its customer service 14 

function.   15 

Second, I discuss the Post-2006 Rate and Billing Project, one of the five major 16 

capital projects listed on ComEd’s Schedule F-4 (attached to the direct testimony of 17 

Mr. McMahan as ComEd Ex. 5.1),  Mr McMahan testifies about the details of the other 18 

four projects on that Schedule as well as ComEd’s comprehensive process for reviewing 19 

and managing such projects generally.  While much of his testimony is applicable to the  20 

Post-2006 Rate and Billing Project, that project in particular concerns customer 21 

operations and, therefore, I will provide testimony discussing it in detail. 22 
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Third, I discuss an example of the type of customer service investment that 23 

should be included in the proposed System Modernization Projects (“SMP”) process 24 

introduced and discussed in more detail by Messrs. Mitchell, Williams, and Crumrine 25 

(ComEd Exs. 1.0, 4.0, and 11.0, respectively) and Mr. Alongi and Ms. Jones (ComEd 26 

Ex. 12.0).  27 

C.  Background and Qualifications 28 

Q. What are your duties and responsibilities as ComEd’s Senior Vice President of Customer 29 

Operations? 30 

A. I have executive responsibility for and oversight of all customer service and related 31 

functions.  32 

Q. What was your earlier professional experience? 33 

A. From January to September 2007, as Special Projects Vice President for ComEd, I 34 

oversaw projects implementing ComEd’s post-2006 rates, including the Post-2006 Rate 35 

and Billing Project.  Previously, I was Customer Services Systems Vice President for 36 

Exelon Energy Delivery, leading the Common Customer System (CCS) project that 37 

transitioned PECO to the Customer Information Management System (“CIMS”) 38 

technology also used at ComEd.  Prior to that I had executive responsibility for portions 39 

of the effort by Exelon Corporation subsidiaries to establish internal controls complying 40 

with the Sarbanes-Oxley Act.   41 

Earlier in my career, I also held several positions with ComEd in which I was 42 

responsible for implementation of new customer service and retail restructuring projects.  43 

In 1999, for example, I served as ComEd’s Access Operations Vice President.  During 44 

that time, we successfully implemented retail customer choice and the systems and 45 
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business process that allowed open access to function.  I also worked for a time at Exelon 46 

Business Services Company where I led the implementation of upgraded information 47 

management and computer systems for financial processes across all Exelon business 48 

units.   49 

All together, I have spent about 30 years working for ComEd and other Exelon 50 

Corporation business units in a variety of positions in Accounting, Energy Delivery 51 

Operations, Regulatory Affairs, and Information Technology. 52 

Q. What is your educational background? 53 

A. I hold a Bachelor of Science in Business Administration, magna cum laude, majoring in 54 

accounting, and a Masters in Business Administration, both from Loyola University of 55 

Chicago.  I also am a Certified Public Accountant in the State of Illinois. 56 

II. ComEd’s Customer Service Operations 57 

Q. What is the function of customer service operations at ComEd? 58 

A. Customer service operations includes all ComEd’s “meter-to-cash” and customer service 59 

functions, including Meter Reading, Customer Field Operations, Billing, Revenue 60 

Management, Cash Processing, Customer Contact Center, and Customer Relations.  They 61 

cover every aspect of a customer’s interaction with ComEd.  These functions allow 62 

customers to: 1) request new or modified service; 2) measure customers’ use of ComEd 63 

delivery services; 3) provide data and other information about those services to 64 

customers, suppliers, transmission providers, and regulators; 4) render customers’ bills; 65 

5) handle payment processing and collections; and 6) respond to customer inquiries about 66 

those functions.  The costs related to those functions are in many cases recorded in 67 

“Customer” accounts.  Customer operations expenses are typically divided into Customer 68 
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Service and Information accounts and Customer Accounts expense in accordance with 69 

the Uniform System of Accounts, although customer operations also incur expenses 70 

accounted for as Administrative & General (“A&G”).  On the asset side, the customer 71 

function uses General Plant and Intangible Plant, as well as Distribution plant. 72 

A. Customer Service and Information Activities 73 

Q. What are ComEd’s Customer Service and Information activities and how do they support 74 

the provision of retail distribution services? 75 

A. The activities classified as Customer Service and Information functions are associated 76 

with: the customer service portion of the process of establishing new service, customer 77 

support services, and many customer-related aspects of data management, as well as with 78 

providing information to our customers, suppliers, transmission providers, and regulators.  79 

Accordingly, Customer Service and Information expenses reflect the costs of such basic 80 

tasks as establishing delivery service, addressing billing questions, resolving billing 81 

disputes, and providing information on service options.  Customer Service and 82 

Information expenses and related A&G expenses are, therefore, a cost of providing 83 

services that ComEd must perform to effectively interact with all of its retail customers.     84 

Q. Do ComEd’s test year Customer Service and Information expenses include the cost of 85 

any service improvement initiatives? 86 

A. Yes.  ComEd’s Customer Service and Information expenses include costs of several  87 

customer service initiatives.  For example, ComEd now offers several different ways for 88 

our customers to contact us, including an online convenience center, self-service voice 89 

activated applications, and speaking directly with a representative.  These services allow 90 
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ComEd’s customers to better manage their accounts and facilitate their communication 91 

with ComEd in a matter which works best for them. 92 

Q. How much Customer Service and Information expense is included in ComEd’s revenue 93 

requirement? 94 

A. $8.5 million of Customer Service and Information expenses is included in the revenue 95 

requirement.   96 

Q. Ms. Clair, are ComEd’s Customer Service and Information expenses reasonable in 97 

amount and prudently incurred? 98 

A. Yes.  ComEd’s Customer Service and Information expenses, and related A&G expenses, 99 

are reasonable in amount.  They were incurred to provide tariffed services to retail 100 

customers and were incurred prudently.  ComEd actively manages its Customer Service 101 

and Information activities and my group, in conjunction with the finance function and, 102 

where appropriate, other operating departments, evaluates Customer Service and 103 

Information activities to determine that they are appropriate and that their costs are well-104 

controlled, financially and operationally, and objectively reasonable.  ComEd also 105 

considers the costs of new enhancements in these areas as an integral part of the planning 106 

and decision-making process for new customer service initiatives.  In many cases, 107 

ComEd performs these functions internally.  Where ComEd uses contractors, the 108 

contractor procurement and management processes also emphasize cost control along 109 

with consistent quality.   110 
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B. Customer Account Activities 111 

Q. What are Customer Account activities and how do they support the provision of delivery 112 

services to retail customers? 113 

A. Customer Account activities include meter reading, billing, and revenue management 114 

functions.  These activities are integral parts of the delivery service function and are 115 

necessary for the successful operation of a delivery utility like ComEd.  As with 116 

Customer Service and Information expenses, ComEd’s Customer Account expenses and 117 

related A&G expenses are a cost of providing retail utility service to all ComEd’s 118 

customers.  The uncollectible account expense associated with retail tariffed services 119 

(reflecting uncollectible revenue) also is recorded as a Customer Account expense. 120 

Q. How much Customer Accounts expense is included in the revenue requirement? 121 

A. $148.5 million of Customer Accounts expense is included in the revenue requirement. 122 

Q. Are ComEd’s Customer Account expenses are reasonable in amount and prudently 123 

incurred? 124 

A. Yes.  ComEd’s Customer Account expenses, and related A&G expenses, are reasonable 125 

in amount and are prudently incurred.  ComEd has designed its customer account systems 126 

(e.g., metering and billing systems) to operate efficiently and to meet the requirements of 127 

its customer base, service territory, and range of service offerings.  These systems are 128 

also designed to comply with the Illinois Commerce Commission’s rules applicable to 129 

functions such as billing, remittance, and collections.   130 

Q. Have you reached a similar conclusion concerning ComEd’s uncollectible expense in 131 

particular? 132 
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A. Yes.  ComEd has adopted and refined prudent and reasonable business practices for 133 

functions such as billing, remittance, and collections.  These practices, for example, set 134 

out the methods and process to collect bills, including overdue accounts, and to control 135 

the uncollectible account expenses.  ComEd, in particular, controls uncollectible 136 

expenses through appropriate, but aggressive, management.  ComEd uses a variety of 137 

approaches to reduce uncollectible expense, including proactive phone calls, deposit 138 

reviews, mailed notices, disconnection, and referrals to an external collection agency.  139 

These approaches provide heightened awareness to the customer of a past due balance, 140 

which increases the collection of past due debt, and provides for follow-up where by 141 

more formal actions are necessary. 142 

Q. Does the level of Customer Account or Customer Service and Information expenses in 143 

the proposed revenue requirement include any pro forma adjustments? 144 

A. Yes, as explained in further detail by Mses. Houtsma and Frank (ComEd Ex. 7.0), 145 

ComEd made pro forma adjustments to test year bad debt expenses, as well as to various 146 

general operating  expenses, to reflect changes to 2006 historical cost levels that are 147 

known and measurable.  The bad debt adjustment and the relevant portion of the general 148 

operating adjustments are part of the costs of customer operations functions.  Under the 149 

circumstances facing ComEd, its adjusted test year bad debt expenses is reasonable. 150 

C. Assets Supporting Customer Operations 151 

Q. Do ComEd’s customer operations functions also use assets included in ComEd’s rate 152 

base? 153 

A. Yes.  Customer service, information, account, and related activities use assets included in 154 

rate base, including General Plant and Intangible Plant to meet customer needs.  These 155 
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assets range from information systems to the many meters that ComEd owns and uses to 156 

measure its customers’ use of delivery services as well as the electricity they purchase 157 

from ComEd or a Retail Electric Supplier. 158 

Q. Ms. Clair, are the assets used in the performance of ComEd’s customer operations 159 

activities used and useful for that purpose and were those assets prudently acquires and 160 

included in rate base at a reasonable cost? 161 

A. Yes.  The assets used in the performance of ComEd’s customer operations activities are 162 

used in providing utility service to ComEd’s retail customers and are useful in the 163 

performance of that task.  They are appropriate for the tasks which ComEd is called upon 164 

to perform.   165 

Moreover, those assets were acquired by ComEd prudently and at a reasonable 166 

cost.  As with other types of capital projects that are discussed by Messrs. Williams 167 

(ComEd Ex. 4.0) and McMahan (ComEd Ex. 5.0), ComEd requires that capital 168 

investment for customer operations purposes follow extensive approval procedures to 169 

ensure technical justification and economic optimization.  These procedures are 170 

consistent with ComEd and industry standards and involve a vigorous “challenge” 171 

process, and promote fully informed decision-making, particularly with respect to 172 

refining the scope of projects and eliminating unnecessary costs.  Generally, capital 173 

projects do not proceed until all challenges have been addressed. ComEd also compares 174 

itself to relevant benchmarks in order to help us identify cost-effective practices and to 175 

assess our performance comparatively.  176 
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III. ComEd’s Post-2006 Rate and Billing Project 177 

Q. Mr. McMahan discusses in detail four of the major capital projects identified in Schedule 178 

F-4 (ComEd Ex. 5.1).  Why are you testifying about the remaining project, the “Post-179 

2006 Rate and Billing Project”? 180 

A. I am testifying about the Post-2006 Rate and Billing Project because it was driven in 181 

large part by customer operations needs, because I am familiar with this type of system 182 

project from my former role as Customer Services Systems Vice President, and because I 183 

am familiar with this particular project both from that role and from my role as Special 184 

Projects Vice President. 185 

Q. What did the Post-2006 Rate and Billing Project entail? 186 

A. The Post-2006 Rate and Billing Project entailed the extensive modification of several 187 

existing information systems in response to ComEd’s restructured retail rates, new legal 188 

requirements for those rates, and the evolution of ComEd’s relationship as the regional 189 

delivery utility with the PJM regional transmission organization (“RTO”).  Functionally, 190 

the project comprised two main components and several special technology projects.   191 

The first component was required to implement changes to ComEd’s post-2006 192 

restructured Schedule of Rates.  It included modifications and additions to ComEd’s 193 

CIMS system and to related billing and payment processing systems.  It allowed ComEd 194 

to comply with recent Commission orders, particularly in Docket No. 05-0159 (ComEd’s 195 

procurement case) and Docket No. 05-0597 (ComEd’s last rate case), that modified 196 

ComEd’s retail tariffs, directed ComEd to offer new services, and changed the way in 197 

which ComEd measured and billed for pre-existing services.  Without the project, 198 
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ComEd could not have implemented the new tariff structure or other tariffs such as 199 

residential rate stabilization and residential real time pricing. 200 

The second main component was required for ComEd to operate efficiently in 201 

concert with the PJM-administered markets and PJM tariffs and business practices.  The 202 

project allowed ComEd to meet PJM and regulatory requirements regarding wholesale 203 

procurement of electricity, settlement with suppliers and RESs, and cash flow relating to 204 

products and services acquired from PJM.  It included additions and modifications to 205 

ComEd’s Retail Office and PowerPath Data Mart, and to related systems.  These 206 

additions and modifications allowed retail customer usage to be mapped to the 207 

customer’s chosen supplier (whether ComEd or a RES) and allowed us to provide 208 

common usage information to all market participants.   209 

Finally, the related special projects included the design, testing, and 210 

implementation of revisions and additions to other systems required to implement the 211 

Post-2006 Rate and Billing Project, as well as for testing of the final project components 212 

themselves.   213 

The complexity of this project was largely a function of the complexity of the 214 

changes ComEd was required to make, particularly the requirement that the tariff changes 215 

occurred on a date certain rather than the billing date, the complexity of the RTO and 216 

retail tariffs ComEd is required to implement and operate under, and the large number of 217 

different customer categories to which these tariffs apply.  ComEd is required to offer 218 

numerous different services with hundreds of different prices.  Our current computer 219 

systems are programmed with complex algorithms that incorporate approximately 500 220 

separate prices from ComEd’s retail tariffs, as well as the provisions of those tariffs that 221 
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specify separate conditions under which each price should apply.  The old rates, from 222 

which ComEd had to convert, had approximately 5,000 such price combinations. 223 

Q. How does the Post-2006 Rate and Billing Project support ComEd’s distribution function? 224 

A. This project modified the billing systems and related applications that allow ComEd to 225 

accurately and timely bill all of our retail customers, both delivery and supply, on an 226 

unbundled basis under post-2006 retail rates.  The added functionality with respect to 227 

ComEd’s PJM-administered markets and tariffs supports ComEd’s service to all delivery 228 

customers, whether they buy energy from ComEd or not.  The project also modified the 229 

applications that allow ComEd to correctly and timely interface with  PJM itself.   230 

Q. You mention interaction with the PJM RTO.  Does that mean that the Post-2006 Rate and 231 

Billing Project is a transmission project? 232 

A. No.  This is a distribution project that serves all of our retail customers.  Retail 233 

distribution companies like ComEd must be able to keep their RTOs informed on a very 234 

precise and demanding timetable of their loads and the loads of the customers to which 235 

they are delivering energy, regardless of who supplies them.  Some of the functions that 236 

were modified to support this new structure were those that: provide historical usage 237 

information to the auction process, assign customers to new delivery service classes and 238 

track supply segment election, bill the new supply service segments, and support the 239 

creation and calculation required for new load profile groups.  240 

Q. Did ComEd consider any alternatives to the Post-2006 Rate and Billing Project? 241 

A. Yes, we did.  Our conclusion was that there were no feasible alternatives to this project.  242 

Creating systems with the functionality I have described was necessary to comply with 243 
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the legal and regulatory requirements, to implement tariffs approved by the Commission, 244 

and to continue to efficiently co-exist with PJM.   245 

Q. Over what time frame did the Post-2006 Rate and Billing Project extend? 246 

A. The Post-2006 Rate and Billing Project began on June 1, 2005, and was in place on 247 

January 1, 2007, and was fully complete on September 14, 2007. 248 

Q. What as the total cost of the Post-2006 Rate and Billing Project? 249 

A. Approximately $17.3 million of new capital investment and $8.7 million in total O&M 250 

expense was involved in the Post-2006 Rate and Billing Project.  251 

Q. Ms. Clair, was the Post-2006 Rate and Billing Project prudently managed and placed into 252 

service at reasonable cost, and is it used and useful in providing utility service? 253 

A. Yes.  Based on my knowledge of the project’s purpose, its scope, the limited timeframe 254 

for implementation once all requirements were known, how it was executed, its results, 255 

its management, and its cost, I conclude that the Post-2006 Rate and Billing Project was 256 

prudently implemented, the expenses incurred were reasonable, the assets placed into 257 

service were acquired at reasonable cost, and the project-related assets included in 258 

ComEd’s rate base are being used and are useful in the provision of retail delivery 259 

services. 260 

Q. What documents did you review and rely on to reach these conclusions? 261 

A. Among the reports that I relied on to reach my conclusion that the project was managed 262 

prudently and that the Post-2006 Rate and Billing Project assets were placed into service 263 

at a reasonable cost were the Energy Procurement Project and Rate Restructuring Project 264 

Plan Documents.  I also considered executive status reports, project status reports to 265 
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ComEd senior managers, Information Technology managers, and the Steering 266 

Committee, business requirement documents, technical design documents, business 267 

process designs, change management plans, testing plans and test execution results, pre-268 

production readiness plans, post production readiness plans, and risk management 269 

documents. 270 

IV. Customer Operations Projects Included  271 
In The System Modernization Rider 272 

Q. As you testified earlier, ComEd has made a proposal, principally described in the 273 

testimony of other witnesses, to implement an SMP program and rider.  Mr. Williams 274 

(ComEd Ex. 4.0) testifies that one of the types of projects that ComEd currently 275 

anticipates it may propose under the SMP is an initial advanced metering infrastructure 276 

(“AMI”) project that you will discuss in your testimony.  What is the nature of that AMI 277 

project? 278 

A. Fully implementing AMI is a multi-stage process, and the technology itself is evolving.  279 

But, in general, advanced metering infrastructure provides real time monitoring of 280 

customer usage, captures interval energy data in 15 minutes increments, can remotely 281 

disconnect/reconnect service, notifies the utility of power outages and restorations, and 282 

enables web-based delivery of usage information to market participants.  For the first 283 

phase of the AMI project, ComEd would deploy approximately 100,000 advanced meters 284 

to a combination of residential and non-residential customers, together with 285 

implementing the required information technology (“IT”) infrastructure to support them. 286 

Q. What benefits could this project bring to customers? 287 
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A. This project will create an infrastructure that will support a variety of benefits.  It is 288 

anticipated that customers may benefit directly from lower bills and improved reliability 289 

due to enhanced demand response programs and remote outage detection and 290 

management capabilities.  The technology can also promote increased competition and 291 

provide improved data to support better planning and utilization of resources.  However, 292 

as I said, this technology is evolving and the primary benefit of a project such as this is to 293 

serve as a platform for better understanding the funding requirements, operational 294 

implications, and customer benefits of a more complete implementation. 295 

Q. Does this complete your direct testimony? 296 

A. Yes.   297 


