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Intdnetion and Pura OSe 

A. Identitication of Witness 

Please state your name. 

Paul R. C&e. 

Are you the same Paul R. CnUnrine who submitted direct testimony on behalf of 

Commonwealth Edison Co. (“CotnEd) in th is  docket? 

Yes. 

B. Pulposes of Testimonv 

What is the purpose ofyoiir rebuttal testiniony? 

n e  purpose of niy rebuttal testimony is to respond to the direct testimony of IUmois 

Commerce Commission (the “Commission” or “ICC’) Staff (“Staff) witness Ms. Bonita 

A. Pearce; Building Owners and Managers .Association of Chicago (“BOMA”) witness 

Mr. Ralph Zarumba; Citizens Utility Board (“CUB”) witness Mr. Christopher Thomas; 

Environmental Law & Policy Center (“ELPC“) witness Mr. Geoffrey C. Crandall; 

Illinois Attorney General (“AG) witness Mr. Philip H. Mosenthal; and Illinois Industrial 

Energy Consumers (“IIEC”) witnesses Mr. Robert Stephens and Mr. David L. Stowe. 

C. Summarv of Conclusions 

Please summarize the conclusions of your rebuttal testimony. 

I conclude the following: 

1. A single cent per kilowatt-hour (“kwh’) charge that applies uniformly to 

all customer classes for the recovery of costs under Rider EDA is just and 

reasonable and is supported by ICC Staff. A usage-based charge also 
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recognizes the indirect benefii all electricity consumers are expected to 

experience; 

2. The IIEC proposal to allocate costs to alleged '%est causers” through the 

development of separate cent per kWh charges for residmtial customers, 

non-residential customers with demands under 1 megawatt (“MW’). and 

non-residential customers with demands over 1 MW is inconsistent with 

the mandatory energy savings goals and requirements of Section 12-103 of 

the Public Utilities Act (“Act”), ignores the indirect benefits all electricity 

consumers are expected to experience. and should be rejected; 

3. BOMA’s proposal to set fifteen separate charges, one for each delivery 

class. based on the fomiulas set forth in Section 12-103(d) is incomplete, 

ignores the indirect benefits all electricity consumax are expected to 

e.xperience, and should be rejected; 

4. AGs comments (or proposal) regarding the amortization of program costs 

should be rejected because proposed Rider EDA is already consistent with 

the traditional rateniaking treatment of supply-side resources and the 

comments (proposal) are vague and, depending on the intent, raise 

significant fmancial issues that cannot be adequately addressed within this 

compressed proceeding; 

5 .  Statrs request for a clmfication of the definition of Incremental Costs in 

Rider EDA is reasonable and, if ComFd’s Plan is approved, will be made 
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in ComEd’s compliance filing. 

prepare such conipliance f h g ;  

ComEd requests at least 10 days to 

ELPC’s general concerns and recommendations concerning Staff 

oversight of ComEds cost recovery under Rider EDA have already been 

addressed; 

CUB’S concerns regarding the Nature First expansion costs appear to be 

based on a misunderstanding about the purpose of ComEd’s estimates of 

such costs and cost recovery under Rider EDA. ComEd is not seeking 

pre-approval of the Nature First cost estimates or to fix such estimated 

amounts for cost recovery purposes. 

Cost Recoverv Tariff Mechanism 

A. RateDesia 

Have any parties entered testimony concerning ComEds proposal to apply the Energy 

Efficiency and Demand Response .4djustment rEDA”) uniformly to all customers 

through a single cents pzr kWh charge? 

Yes. While ICC Staff witness Mr. Peter Lazare expresses support for the single cent per 

kWh charge (see ICC Staff Ex. 3.0), the IIEC and BOMA witnesses generally oppose the 

single cent per kWh charge and suggest alternatives. 

What are IIEC and BOMA witnesses’ recommendations concerning rate design a you 

understand them? 

IIEC witness Mr. Stephens proposes that the costs associated with the programs required 

by Section 12-103 should be allocated among three groups of customers (namely, 
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residential customers, non-residential customers with demands under one MW and non- 

residential customers with demands over one MW) based OII the program dollars 

e.xpeiided on such groups. Mr. Stephens concludes that “[ilt is fundamentally unfair for 

some customer classes to be required to pay disproportionate amounts in excess of the 

costs they cause, for programs that do not directly benefit then1 or for which they are not 

eligible.” (IIEC Ex. 1.0. 11:180-184). IIEC witness Mr. Stowe, whose direct testimony 

attempts to allocate the estimated program expenditures to the three customer groups 

proposed by Mr. Stephens, asserts that ComEd “does not attempt to identify the 

beneficiaries or cost-causers of various program costs, nor does it prevent one customer 

class from subsidizinganother.” (IIEC Ex. 2.0, 356-58). Mr. Stowe concludes: 

As proposed, ComEd’s Plan recovers a disproportionally [sic] 
small amount of revenue from Residential customers as compared 
to the cost of Energy Efficiency incentives offered them, and a 
disproportionally [sic] large amount of revenue from Large C&I 
customers, with a peak demand over one megawatt (MW), as 
compared to the cost of incentives offered them. 

(IIEC Ex 2.0, 2:34-3:39). With respect to the recovery of demand response and energy 

efficiency program costs, IIEC essentially proposes to apply the traditional ratemaking 

principle of allocating cost to the cost causers by establishmg three separate cent per kWh 

charges, one for each group. 

On the other hand, BOMA witness Mr. Zarumba proposes to establish ffleen 

separate cent per kwh charges, one for each delivery service class and each Plan year, or 

forty-five charges in total. Instead of allocating program expenditures directly based 011 

cost causation, BOM.4 initially would detennine the charges for each Plan year by 

applying the formulas set forth in Section 12-103(d) on a class-by-class basis. thereby 

establishing a “rate screen” for each delivery class. (See BOMA Ex. 1.0, 10:195-11:207; 
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BOMA Ex. 1.3). Mr. Zarumba opines that his approach is “superior from a policy 

standpoint and is consistent with the legislation.” (Id., 11:212-213). Alternatively, Mr. 

Zaruniba would support grouping customers for purposes of calculating the charges. (Id., 

11~213-215). 

Is an allocation of prograni costs to customer classes or p u p s  based on the program 

dollars expended on such classes or groups appropriate? 

No. The IIEC proposal would require a group-by-group or class-by-class cost tracking 

and allocation process, thereby increasing the administratiw burden and cost of 

implemmting ComEd‘s Plan and detracting from actual program efforts. (See ComEd 

Ex. 9.0). Furthemiore, it is ComEd’s opinion that allocating program costs to individual 

groups or classes in proportion to the dollars spent on each class, as IIEC proposes, 

would not result in charges that are any mor* just and reasonable than those resulting 

from the single cent per kWh charge proposed by CornEd. 
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. .  . ”  
- I  Simply put, r .  

the goals mist be niet regardless of the customer groups or classes from which the energy 

savings are obtained or, in turn, where the program dollars are actually spent. Under the 

circumstances. customer eligibility for certain programs does not confer any unique 

responsibility for the cost incurred in offering those programs, just as customer 

ineligibility does not create any linutations on responsibility for the costs of programs 

that must be offered to other customers to meet the requirements of the law and the 

savings goals. As a result, the traditional class or group-based distinctions used for 

ratemaking purposes are meaningless, as no customer is the “cost-causer” in the contax? 

of a mandatory energy efficiency and demand response program such as this one. 

Additionally, in Mr. h a r e ’ s  opinioa “[wlhile a uniform per-kWh charge will 

not ensure that charges will match costs for all customer groups, it recognizes. in a 

reasonable manner. that expenditures are being made for all customer groups.” (ICC 

StatTEx. 3.0, 5:99-101). 

Are there any inconsistencies in the IIEC’s recommended cost allocations? 

Yes. The low-income residential customer programs mandated by Section 12-103(0(4) 

are a prime example. Mr. Stowe proposes to allocate the cost of these programs solely to 

residential customers (IIEC Ex. 2.0, 9:178-10:196), yet neither Mr. Stowe nor Mr. 

Stephens explain why it is fair for residential customers, in general, to be required to bear 

the full burden “for programs that do not directly benefit them or for which they are not 

eligible.” While I E C  recognizes differences between non-residential customers with 
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Q. It is clear from your previous responses that ComEd does not fmd it appropriate to 

attempt to allocate costs to the so-called “cost cansers.” But, is Mr. Stowe’s assertion 

that ComEd has failed to identify the “beneficiaries” of these programs (IIEC Ex. 2.0, 

356-58) accurate? 

No. While “the customers who benefit most from the energy efficiency and demand 

response programs are those who see direct energy or deniand cost savings through 

participation in the programs,” as Mr. Stephens correctly notes (IIEC Ex. 1.0, 11:186- 

188), it would be illogical to allocate the full program costs to the very customers ComEd 

is hoping to encourage to participate (which even IIEC seem to recognize implicitly 

through its proposal). However. program participants are not the only beneficiaries of the 

energy efficiency and demand response measures mandated by Section 12-103. 

A. 

156 
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Energy efficiency and demand response measures are generally considered to 

relieve (to some extent) the upward pressure on market prices for electric energy and 

capacity (see. e.g. ICC Staff Ex. 3 0. 5:105-107; BOMA Ex. 3.0. 470-SO), and ComEd 

and alternative suppliers must procure supply from the market (to some ex?ent) to serve 

thex customers. Therefore. the indirect benefits of ComEds programs amme to all 

electric consumers in Northern nliuois in the general form of reduced supply costs, as 

contemplated in Section 12-103(a). In light ofthe indirect benefits, a single usage-based 

charge that applies uniformly to all customers reasonably allocates the costs of the 
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programs to the beneficiaries. Mr. h a r e  reaches a similar conclusion in his direct 

testimony. (See ICC StatTEx. 3.0, 5:103-109). 

How dozs ComEd respond to BOMA’s proposal? 

At fmt glance. BOMA’s proposal may not seem like an unreasonable approach to the 

design of the EDA charges, as it does possess an air of consistency with Section 12- 

103(d), as Mr. Zanimba asserts. (BOILIA Ex. 1.01 1:212-213). However, Mr. Zarumba’s 

conclusion that BOMA’s proposal is “superior 60m a policy standpoint” (id., 11:212- 

213) is unsupported as no ”policy” argunients are offered in his testimony and Section 

12-1031d) does not necessarily serve as a sound basis for rate design. Although Section 

12-103(d) serves as a tileans of providing guidance to ComEds total program 

expenditures, applying its formula for piuposes of rate design would be somewhat 

arbitrary. Indeed. I struggle to see the ratemaking “policy“ rationale for what would 

essentially be charges that increase amually in 0.5% increments based on historic 

bundled rates and prices that are not even in effect when the EDA charges would be 

applied to customers‘ bills. And BOMA’s proposal would not recognize the usage- 

related benefits that were contemplated in the law, as ComEd’s proposal does. 

Most importantly. the proposal is not sufficiently developed to be implemented by 

CotEd. Key functions of Rider EDA are not specifically addressed, and the implications 

of B O W S  approach have not been fully articulated. For example, Mr. Zarumba uses 

the temi “rate screen” in BOMA Exhibit 1.3, but offirs no explanation of what that term 

means to BOMA in the context of his proposal or Section 12-103(d). Furthermore, Mr. 

Zanimba does not address the annual reconciliation process set forth in proposed Rider 

EDA, which will true-up the accrued EDA revenues with actual costs, or how such true- 
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up would be performed with respect to fifteen separate delivery classes. To the exZent 

that BOMA regards the f-ifteen “rate screens’’ as caps on annual cost recovery from the 

fifteen delivery service classes, respectively, andior would seek to true-up EDA revenues 

fium each class with an allocation of the Incremental Cost incurred for each class, 

CoinEd would more vehemently object to such proposal. 

Contrary to Mr. Zarumba’s assertions (see BOMA Ex. 1.0, 10:186-194), such a 

proposal would reduce the level of revenues that ComEd will have to expend on the 

program and, therefore, inipede ComEd‘s ability to implement the programs. 

Specifically, it would limit ComEd’s expenditures on any one class to the dollar value of 

the applicable cap, which is contrary to the intent of Section 12-103(d) and would stymie 

ConiEd‘s ability to meet the goals. It is ComEd’s position that Section 12-103(d) 

pertains solely to total program expenditures, not individual class cost recovery. In 

addition, such an approach would require ex<ensive class-by-class cost tracking and 

allocatioa thereby increasing the administrative burden and cost of implementing 

C,omEd’s Plan and detracting from actual program efforts. (See ComEd Ex. 9.0). 

ComEd continues to believe its proposed single cent per kWh charge, which is 

supported by ICC Staff, is the more reasonable approach to rate design. 

Mr. Zarumba also comments on ComEd’s approach to distribution rate design and cost 

allocation. (BOMA Ex. 1.0. 12:220-12:235). How does C m E d  respond? 

ComEd agrees with Mr. Zarutnba that such issues would be more appropriately addressed 

during a distribution rate case proceeding (id., 12:236-13:242), as such matters are 

beyond the scope of this proceeding. 
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B. Cost Recovery 

Have any parties entered testimony opposing any ofthe costs ComEd proposes to recovm 

through Rider EDA? 

No. However, MI. Mosenthal proposes to amortize energy efficiency costs using the 

appropriate cost of capital and recover such costs over time (see AG Ex. 1.0, 38:7-39:21): 

Ms. Pearce requests a clarification of the definition of Incremental Costs in Ridex EDA 

(see ICC Staff Ex. 2.0, 350-4:90); and Mr. Crandall makes various recommendations 

concerning ICC Staff oversight of ComEd cost recovely under &der EDA (see ELPC Ex. 

1.0,5:121-134). 

How does ConiEd respond to Mr. Mosenthal’s comments regarding the “possibility of 

amortizuig costs over the life of the savings associated with energy efficiency and 

demand-response program, similar to mvestments in supply”? (AG Ex. 1 .O. 6:s- 12). 

It is unclear to ComEd whether AG is only entering an observation or making a specific 

proposal through Mr. Mosenthal’s testimony. Furthemiore, it is unclear how Mr. 

Mosenthal’s comments differ Corn what ComEd has proposed, and to the extent they do, 

how the recovery of costs under Rider EDA would d 8 e r  from the recovery of so-called 

“supply-side resouirces.” 

At fmt  blush, his discussion concerning the amortization of energy efficiency (see 

id., 38:7-21) seems to suggest that ComEd is proposing only to recover the capital 

investments associated with its demand response programs ovm time. That is not the 

case. As indicated in CoinEd’s direct testimony, Rider EDA provides for the recovery of 

the revenue requirement equivalent for capital investments, including a return of and on 

such investments Although such ratemaking treatment initially will be limited to capital 
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investments associated with the proposed expansion of Nature First, nothing would limit 

such ratemakmg treatment to capital investments related to demand response programs or 

preclude capital investments associated with energy efficiency from such treatment -- 
assuming, of course, ComEd’s proposal is approved. (See generally ComEd Ex. 5 0, 

8:178-183; ComEd Ex. 3.0, 12:245-256, ComEd Ex. 1.0, Appendix F). Thus, AG’s 

comments are either misinformed at worst. or an endorsemat of ComEd’s proposed 

Rider EDA, at best. 

To the extent that .4G is actually recotmending that the Coinmission require 4 

program costs to be amortized (see ACi Ex. 1.0, 39:2-3), then Mr. Mosenthal’s 

comparison to the treatment of supply side resources is somewhat misleading. Not all 

supply-side resource @e., generation plant) costs are amortized, as his testimony 

suggests. Indeed, some generation plant costs ars expensed (e.g.. labor and light bulbs), 

while other costs are capitalized (e.g., utility-owned plant). In this respect, proposed 

Rider EDA and its treatment of capital expenses is consistent with the traditional 

ratemaking treatment of supply-side resources. as well as distribirtion resoiuczs. Thus, it 

is unclear what distinctions Mr. Mosenthal is attempting to draw through his comparison. 

Lastly, while Mr. Mosenthal notes that by amortizing costs over the useful life of 

the measure ComEd could avoid unnecessarily increasing rates and “hitting the statutory 

spending cap” (id., 39.1-4), he neither addresses the need nor the potential fmancial 

consequences of doing so. As Mr. Brandt notes, ConlEd believes that it can achieve the 

statutory targets within the spending screens. (ComEd Ex. 9.0). Moreover, no party has 

objected to the potential residential rate impact of ComEd’s Plan, which would range 

from an average increase of 41$ per month (June 2008 through May 2009) to $1.27 per 
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For the foregoing reasons, ComEd proposes that AGs  comments (or proposal) be 
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With respect to the defmition of Incremental Costs in proposed Rider EDA, Ms. Pearce 

requests that ComEd “clarify that the date limitation of cost recovery applies to all 

incremental costs and not just legal and consultative costs ‘’ (ICC S t a E  Ex. 2.0, 350- 

4:90). How does ComEd respond? 

ComEd’s intent is to limit cost recovery through Rider EDA to all Incremental Costs 

inciured the effective date of Public Act 95-0481. I believe the 

source of any coufusion on this matter stems from the fact that the phrase “after .bgust 

28, 2007” was specifically used with respect to “legal and consultative costs” in the 

definition of Incremental Costs. This was done solely for the sake of clarity because 

ComEd began incurring such costs before that date. ComEd will refine the defmition of 

Incremental Costs in Rider ED.4 to better reflect its intent in its compliance filing in this 

273 

274 

proceeding. ConiEd requests at least 10 days after the entry of the Commission’s order 

approving ComEd’s Plan to prepare the tariff compliance filing. 
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Mr. Crandall expresses general concerns regarding the costs to be recovered through 

Rider EDA and makes various recommendations concerning ICC Staff oversight and 

requireniellts for an audit. (ELPC Ex. 1.0, 5.121-134). How does ComEd respond? 

As noted in my direct testimony, Rider EDA establishes annual reporting requirements, 

including a verified internal audit. the scope of which was developed with input from 

ICC Staffthrough pre-filing discussions. (See ComEd Ex. 5.0, 10.219-232). ComEd, of 

course, commits to working cooperatiwly with ICC Staff to address any questions or 

concerns they might have regarding the operation of Rider EDA. 

Previously, you indicated that no party entered testimony opposing any of the costs 

ComEd proposes to recover through Rider EDA. However, Mr. Thomas opines that 

certain aspects of ComEd’s estimates of the cost of the Nature First expansion appear 

inflated. (CUB Ex. 1.0, 2:38-40; 4:71-7152). How do you reconcile your statement with 

the questions posed by Mr. Thomas? 

Mr. Thomas’ questions appear to concern the purpose of the cost estimates prepared for 

this proceeding, not the & costs that ComEd will ultimately be allowed to recova 

through Rider EDA. In fact, there appears to be some codh ion  as to the purpose of the 

estimates of the cost to expand Nature First that were included in the direct testimony of 

ComEd witness James C. Eber. Specifically, it would appear that Mr. Thomas is under 

the impression that ComEd is seeking pre-approval to recover the dollar amounts 

presented in the estimates prepared by Mr. Eber (ComEd Ex. 3.0, 13:271-281; ComEd 

Ex. 3. I )  through Rider EDA without an annual true-up. For example, in summarizing his 

concerns regarding the use of a 2.5% escalation factor and promotional costs, Mr. 

Thomas states: 
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Cost estimates provided for Nature First expansion, which ComEd 
used to develop the revenue reauiranmt that it proposes to recover 
through Rider EDA appear to be inflated. 

(CUB Ex. 1.0. 6:148-7:152). In retrospect, I can see how Mr. Eber’s use of the term 

“annual revenne requireinent” in his direct testimony to describe what are only cost 

estimates presented for purposes of this proceeding could lead one to this conclusion. 

But, this is not how Rider EDA would operate. 

To clarify this matter. ComEd is seeking pre-approval of the Nature First cost 

estimates or to fix such estimated aniounts for cost recovery purposes. .Although Rider 

EDA initially requires a projection of net program costs to set the EDA charge, the 

proposed tariff also requires an annual proceeding to reconcile the accrued EDA revenues 

and the actual costs, including the Nature First expenses identified by Mr. Thomas. Thus, 

any concern regarding the assumptions underlymg the projections used by ComEd will 

he resolved in the course of such annual proceedings. Furthermore, the estimates 

presented in this case are subject to further refinement, as the fmt EDA charge 

computation is not required to be fded with the Commission until May 20, 2008 and the 

projections supporting any EDA charge fduig will only be of the net costs for one Plan 

year. (See generally ConiEd Ex 1 .O, Appendix F). 

Cost Recoven under Section 12103(d) of the Act 

In your direct testimony. you stated that “[tlhere are a & of circumstances under 

which expenditures for a Plan year may exceed the amounts prescribed by Section 12- 

103(d)” (emphasis added), and you refer to the direct testiniony of ComEd witness 

Michael S Brandt (ComEd Ex. 2.0) for a discussion of those circwnstances. (ComEd 

Ex. 5.0, 16:367-369). However, Ms. Pearce notes only one such circumstance being 
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described in Mr. Brandt‘s testimony and questions whether “CornEd also seeks to defer 

costs in excess of the iuunlal cap in those circumtauces where there are no savings to 

bank” (ICC StaiTEx. 2.0,6:133-139). How do you respond? 

In addition to addressing the specific circumstance where ComEd exceeds the annual 

goals and the amounts prescribzd by Section 12-103(d). Mr. Brandt also comments on the 

potential difficulty ComEd expects in hitting to the penny, any dollar target for a 

ComEd believes it can manage the portfolio and its programs in 
such a way to -accelerate. or ‘throttle back’ various activities to 
increase or decrease participatlon as needed to generate annual 
results within the ‘ballpark of the goal, it would be impossible to 
do so with absolute precision. 

(ComEd Ex 2.0,39:883-402387). Thus. regardless of whether or not the annual goals are 

achieved or not. CoinEd’s costs may exceed the spending screem established by Section 

12-103(d). So, to clarify. tlus is the other circwnstance to which I was referring in my 

direct testimony. In his rebuttal testimony (ComEd Ex. 9.0), Mr. Brandt addresses 

further the appropriateness of recovering annual costs in excess of the amounts prescribed 

340 Q. Does this conclude yomrebuttal testimony? 

341 A. Yes. 
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