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My name is Bonita A. Pearce. My business address is 527 East Capitol 

Avenue, Springfield, Illinois 62701. 

By whom are you employed and in what capacity? 

I am an Accountant in the Accounting Department of the Financial Analysis 

Division of the Illinois Commerce Commission (“ICC or “Commission”). 

Please describe your professional background. 

I am a licensed Certified Public Accountant with a Bachelor of Science in 

Accountancy from Illinois State University. Prior to joining the Commission 

Staff (“Staff‘) in March 2001, I was engaged in the practice of public 

accounting for sixteen years. I returned to the practice of public accounting 

for a brief period in 2005, but returned to the Commission in 2006. 

Have you previously testified before any regulatory bodies? 

Yes. I have testified on several occasions before the Commission. 

20 Q. What is the purpose of your testimony in this proceeding? 
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The purpose of my testimony is to present Staffs position on certain aspects 

of the Energy Efficiency and Demand Response Plan ("the Plan") filed by 

Commonwealth Edison Company ("ComEd" or the "Company") pursuant to 

Section 12-103 of the Public Utilities Act ("the Act"). Specifically, my 

testimony addresses the proposed mechanism for recovery of incremental 

costs to be incurred by ComEd under ICC-approved energy efficiency and 

demand-response programs through an "automatic adjustment clause tariff. 

My testimony also addresses the Company's proposal to "bank" or "carry 

forward" costs in excess of the caps imposed by the Section 12-103(d) of the 

Act for recovery in a subsequent year. 

Does the Act specifically address cost recovery mechanisms related to 

energy efficiency and demand-response programs? 

Yes. Section 12-103(f) of the Act states in part: 

In submitting proposed energy efficiency and demand-response pl 
and funding levels to meet the savings goals adopted by this Act 
utility shall: 

(6) Include a proposed cost-recovery tariff mechanism to fund the 
proposed energy efficiency and demand-response measures 
and to ensure the recovery of the prudently and reasonably 
incurred costs of Commission-approved programs. 

Does the Plan proposed by ComEd include such a cost-recoveryta 
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mechanism? 

Yes. The Company seeks approval of Rider EDA - Energy Efficiency and 

Demand Response Adjustment, ComEd’s proposed cost-recovery 

mechanism (ComEd Ex. 1.0, Appendix F). 

A. 

Incremental Costs to be recovered through Rider EDA 

Q. 

A. 

Describe the costs ComEd proposes to recover through Rider EDA 

ComEd seeks approval to recover all incremental costs incurred by the 

Company in association with energy efficiency and demand-response 

measures (“the Measures”). The proposed Rider EDA defines incremental 

costs as follows: 

“Incremental costs mean costs incurred by the Company or recovered on 
behalf of DCEO in association with the Measures and include, but are not 
limited to (a) fees, charges, billings, or assessments related to the 
Measures; (b) costs or expenses associated with equipment, devices or 
services that are purchased, provided, installed, operated, maintained, or 
monitored for the Measures; (c) the revenue requirement equivalent of the 
return of and on a capital investment associated with a Measure, based on 
the most recent rate of return approved by the ICC; and (d) all legal and 
consultative costs associated with the Measures that are incurred after 
August 28,2007. 

Incremental Costs also include incremental expenses for wages, salaries 
and benefits of Company employees, including direct and indirect 
incremental costs associated with such Company employees who are hired 
for positions that are specifically related to the Measures and that were 
created after August 28, 2007. 
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Incremental Costs may not include any expenses for wages, salaries, and 
benefits of Company employees, employed either before or after August 28, 
2007, that are otherwise recovered under other effective tariffs. 

Incremental Costs, such as legal and consultative fees associated with the 
development of ICC approved energy efficiency and demand response 
plans, may be amortized over the three (3) year period of such plans." 

ComEd Ex. 1 .O, Appendix F (emphasis added). 

Q. Please address the recovery of incremental costs through Rider EDA 

associated with Measures that are incurred after August 28,2007. 

The definition of incremental costs provides for the recovery through Ri 

EDA of costs associated with the Measures that are incurred after August 

28, 2007. Section 12-103 of the Act became effective August 28, 2007. In 

rebuttal testimony, CornEd should clarify that the date limitation of cost 

recovery applies to all incremental costs and not just legal and consultative 

A. 

costs. 

Costs Incurred in Excess of Caps 

Q. Please describe the Company's proposal to "bank" costs in excess of 

the annual caps set forth in Section 12-103(d) of the Act. 

The testimony of Messrs. Brandt (CornEd Ex. 2.0) and Crumrine ( 

5.0) provide hypothetical scenarios in which CornEd exceeds its energy 

efficiency or demand-response goals for a given year, and in so doing, 

A. 

4 



9% 

107 Q. 

108 

111 

112 

113 

114 

115 

116 

Docket No. 07-0540 
ICC Staff Exhibit 2.0 

exceeds the cap prescribed by Section 12-103(d) for such Plan year. In 

these circumstances, Mr. Brandt requests that the Commission allow ComEd 

to apply the amount by which it exceeds a Plan year’s goals toward the 

subsequent Plan year’s goals and reduce the subsequent Plan year‘s goals 

accordingly (‘banking”). He also requests that related costs in excess of the 

annual spending cap for that year be ”banked or “carried forward” and 

recovered in the subsequent year, with a corresponding reduction in the 

subsequent year’s costs. 

Does CornEd’s proposed tariff address the treatment of costs incurred 

in excess of the annual caps imposed by Section 12-103(d) of the Act? 

Neither the Pian nor the tariff contains language that specifically addresses 

the treatment of costs that exceed the caps set forth in Section 12-103(d) of 

the Act. However, the direct testimony of Mr. Paul Crumrine (ComEd Ex. 

5.0, lines 361 - 404) discusses the treatment of such excess costs and the 

impact on Rider EDA. In his direct testimony, Mr. Crumrine illustrates a 

simple scenario in which the Company might exceed the caps. Accordingly, 

ComEd seeks to bank or carry forward costs related to certain programs in 

the event the Company exceeds the “caps” during a given year. Specifically, 

Mr. Crumrine states: 117 

118 
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There are a of circumstances under which expenditures for a 
Plan year may exceed the amounts prescribed by Section 12-1 03(d). 
Mr. Brandt (ComEd Ex. 2.0) discusses those circumstances. 
2 that Mr. Brandt discusses involves a situation where 

ComEd's actual expenditures for a given Plan year exceed the 
amounts Drescribed by Section 12-103(d) because ComEd does not 
turn program participants away and, as a result, ComEd also exceeds 
the goals for energy efficiency and/or demand response for such Plan 
year. 

CnrnFrl FY 5 n n 16 nmnhasis added\ 

The Brandt scenario is similar to the example provided by Mr. Crumrine, in 

that both scenarios reflect a situation wherein ComEd exceeds both the 

savings goal and the cap for a single Plan year. Although Mr. Crurnrine 

alludes to "a couple of circumstances" that are discussed by Mr. Brandt, I 

noted only the one in which both the spending cap and the savings goal 

were exceeded for a given Plan year. Accordingly, based on my review of 

Mr. Brandt's testimony, I am not sure whether ComEd also seeks to defer 

costs in excess of the annual cap in those circumstances where there are no 

savings to bank. The Company should clarify its proposed treatment of 

excess costs in all foreseeable circumstances. 

According to Mr. Crumrine (ComEd Ex. 5.0), how will the costs that 

exceed the caps set forth in Section 12-103(d) of the Act be recovered 

in future years? 
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If I correctly understand the illustration provided by Mr. Crumrine, excess 

costs would be included in the “Automatic Reconciliation Factor” term of the 

formula that is used to compute the EDA charge for the subsequent Plan 

year. These excess costs would reduce by the same amount, the “Projected 

Costs” of the next year, because the amount by which ComEd exceeded the 

previous Plan year’s goal would be “banked“. Accordingly, costs carried over 

from one Plan year to the next could be completely offset by virtue of being 

able to carry forward the over-compliance with the previous Plan year‘s goal 

in the computation of Rider EDA for the subsequent Plan year. The budget 

for the subsequent Plan year would continue to fall within the cap prescribed 

by Section 12-103(d). 

Does the Company seek ICC approval to carry forward or “bank” any 

over-compliance with the goals and apply it toward the subsequent 

year’s goals? 

Yes, Mr. Crumrine refers to the direct testimony of Mr. Brandt (ComEd Ex. 

2.0), in which Commission approval of this proposal is requested. 

Have you formed an opinion on Mr. Brandt’s proposal to “bank” or 

carry-forward excess compliance with goals in a given year? 
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No. Staff witness Mr. Richard Zuraski (ICC Staff Exhibit 1 .O) will respond to 

that proposal. 

Do you believe that the treatment of costs in excess of the caps is tied 

to the proposal of Mr. Brandt? 

Yes. The cost reductions in a subsequent Plan year (which offset the costs 

carried forward) result from the carry forward of the excess goal compliance 

from the prior Plan year. If costs are incurred in excess of the caps, 

there is no excess goal compliance to "bank, there would be no 

corresponding reduction of the subsequent year's budget, as described in 

Mr. Crumrine's scenario. Accordingly, assuming banking is permitted under 

the Act, there would not appear to be justification to bank or carry forward 

excess costs that did not produce corresponding excess goal compliance. 

such a circumstance, there would be no reason to carry forward those 

excess costs through the "Annual Reconciliation Factor" for recovery in a 

later period. Accordingly, the example provided by Mr. Crumrine makes 

sense from an accounting perspective, but other circumstances 

in which the banking of excess costs would not be appropriate. I u 

that Mr. Crumrine's example assumes the Company would only continue to 

spend money on programs for which corresponding savings goals were 

expected to occur. If banking is permitted under the Act, then this 
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assumption should be made a specific limitation for any approval by the 

Commission. 

Does the Act address costs incurred in excess of the annual spending 

caps? 

Section 12-103(d) states, in relevant part (emphasis added): 

Notwithstanding the requirements of subsections (b) and ( c ) 
of this Section, an electric utility shall reduce the amount of 
energy efficiency and demand-response measures implemented 
in any single year by an amount necessary to limit the estimated 
average increase in the amounts paid by retail customers in 
connection with electric service due to the cost of those 
measures to: 
(1) In 2008, no more than 0.5% of the amount paid per kilowatt 

hour by those customers during the year ending May 31, 2007; . . 

While I am not an attorney and am not offering a legal opinion, I note that the 

language at issue indicates that a utility should reduce the Measures in any 

single year to comply with the limits imposed by Section 12-103(d) of the Act. 

There is no language indicating that the measures that would cause the 

limits to be exceeded should or can be implemented with the excess banked 

or carried forward to a subsequent Plan year; therefore, it appears that such 

costs would not be recoverable according to the Act. 

210 

21 1 

Q. Has ComEd proposed to recover carrying charges on any costs that are 

banked or carried forward to a future year? 
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No. ComEd has not proposed to recover any carrying charges in the annual 

I 
adjustment clause for such costs. 

Have you formed an opinion on the treatment proposed by ComEd with 

regard to banking of costs in excess of the spending caps, as 

proposed by Mr. Crumrine (ComEd Ex. 5.0)? 

Yes. Aside from the legal aspects of what is allowed by Section 12-103 of 

the Act (which will be addressed by Staff in its briefs), it is my opinion that 

the proposal must be limited to situations where the excess costs have 

produced over-compliance with savings goals and, therefore, the 

carried forward to a subsequent year would be fully or partially offset by a 

corresponding reduction of the budget in that subsequent year (Le., those 

circumstances that produce "banked savings"). However, if the Company 

incurs excess costs absent corresponding overcompliance wi 

goals (i.e., there are no banked savings), I don't believe those cos 

be banked or carried forward. The reason for my conclusion is that such 

costs would not be expected to produce additional savings, and therefore, 

would not be appropriate for rate recovery in the subsequent year's budget. 

Conclusion 

Q. In conclusion, what are your recommendations? 
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I recommend that the Company clarify that the date limitation of cost recovery 

applies to all incremental costs and not just legal and consultative costs. 

I further recommend that the Company clanfy the circumstances in which it 

seeks to defer costs in excess of the spending caps for recovery in a 

subsequent year. 

I recommend that the Commission should not allow ComEd to defer costs in 

excess of the spending screen for recovery in a future period unless the 

Company can demonstrate “banked savings” resulted from the excess costs 

such that both components (costs and related savings) would be deferred and 

recognized in a subsequent year, as part of that year‘s budget. The 

subsequent year‘s budget, including deferred costs from the previous year, 

would still comport to the spending caps set by law. 

Does this question end your prepared direct testimony? 

Yes, it does. 
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I, Bonita A. Pearce, belng flrst duly sworn on oath, depose and state that I am the 
same Bonita A. Pearce identifled In the Olrect Testlrnony; that I have ca 
Direct Testimony; the following statements are true and correct to the b 
and belief a8 of the date of this Affidavit. 

Further affiant sayeth naught. 
--EudL 

Bonita A. Pearce 
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