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Q. Please state your name and business address, and identify on whose behalf 1 

you are testifying? 2 

A. I am James L. Crist, President of Lumen Group, Inc. a consulting firm focused on 3 

regulatory and market issues, located at 4226 Yarmouth Drive, Suite 101, Allison 4 

Park, Pennsylvania 15101.  I am presenting testimony on behalf of Dominion 5 

Retail, Inc. (“Dominion”), an alternative electric supplier.  6 

 7 

Q. What is the purpose of your testimony? 8 

A. My testimony provides an outline of the steps that the Illinois Commerce 9 

Commission (“Commission”) should take in this proceeding to modify and 10 

approve the Commonwealth Edison (“ComEd”) filing on their Purchase of 11 

Receivables (“POR”) program so that an alternative retail electric supplier 12 

(“RES”) could compete on a level playing field with the utility in their quest for 13 

customer patronage.   14 

 There are a number of issues pertaining to how the ComEd program may unfairly 15 

burden and RES or potential customers and hinder, instead of help, the 16 

development of a more robust.  I will be discussing program fees such as the late 17 

charge fee, discount percentage, and billing charges and how costs should be 18 

recovered from the ComEd customers.  All of my recommendations would help 19 

improve the availability of electric choice to all customers of ComEd in line with 20 

the interest and directives of the Commission.  Such improvements will benefit 21 

the customers of ComEd who will ultimately receive competitive offers for 22 

products and services from RESs.  My testimony guides the Commission through 23 
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the various improvements that will identify and change unfair program 24 

characteristics.   25 

 26 

I. QUALIFICATIONS AND BACKGROUND 27 

 28 

Q. Please summarize your qualifications. 29 

A. I have over thirty years of experience in the energy markets.  Currently, I run a 30 

consulting practice that for the past 16 years focused on developing regulated and 31 

deregulated energy company strategies, market strategies, and regulatory issues.  32 

During 2004 and 2005, I undertook a consulting assignment as the Vice President 33 

of Consumer Markets for ACN Energy.  ACN is a natural electric and electric 34 

marketer that is active in eight (8) states.  Prior to that I worked at three (3) major 35 

energy companies for a total of 19 years.  Most recently I was Vice President of 36 

Marketing for Equitable Resources, an energy exploration, production, 37 

transmission, distribution and marketing company.  In that function I was 38 

responsible for the development of the strategy for customer choice programs and 39 

oversaw the company’s participation in the first residential customer choice 40 

program in Rock Valley, Iowa, in 1996. 41 

 42 

Prior to that I was Vice President of Marketing for Citizens Utilities responsible 43 

for electric, electric, water and wastewater marketing activities a several service 44 

territories in the United States.  Under my direction, Citizens Utilities initiated 45 

commercial and industrial transportation and supply services at its natural electric 46 
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operation in Arizona.  I directed significant natural electric supply contracting 47 

activities with large industrial and commercial customers in Citizens Utilities’ 48 

natural electric operation in Louisiana. 49 

 50 

From 1988 through 1994, I was the Marketing Director at Peoples Electric, where 51 

I was actively involved in many electric transportation programs as the company 52 

relaxed transportation requirements so that residential customers would have 53 

supply choices.  In summary, I have considerable experience, both in Illinois and 54 

nationally, involving customer choice programs. 55 

 56 

Q. Have you presented testimony before this Commission previously? 57 

A. Yes, I presented testimony in recent Nicor rate cases (ICC Dockets 04-0779, 08-58 

0363 and 09-0301, in the WPS/Peoples Energy merger case (ICC Docket No. 06-59 

0540) and in recent Peoples Energy rate cases (ICC Dockets 07-0241, 07-0242 60 

(consol.) and 09-0166, 09-0167 (consol.)). 61 

 62 

Q. Can you provide some background regarding customer choice in the Illinois 63 

electric market? 64 

A. Yes.  Competition in the Illinois retail electric market was created by statute (16-65 

118) and implemented by the Commission’s issuance of the rules and regulations 66 

necessary to develop a competitive electric supply market.  Such actions defined 67 

alternative Retail Electric Suppliers whose business mission is to provide 68 
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customers with electric commodity supply that is delivered through the 69 

distribution system of the utility.   70 

Q. What is Section 16-118 of the Public Utilities Act? 71 

A. It is the section that describes the Services provided by electric utilities to 72 

alternative retail electric suppliers and subsection (c) describes the POR 73 

requirement. 74 

Q. What does PA 095-0700 [220 ILCS 5/16-Sec. #16-118 (a)] state? 75 

A. “It is in the best interest of Illinois energy consumers to promote fair and open 76 

competition in the provision of electric power and energy and to prevent 77 

anticompetitive practices in the provision of electric power and energy.” 78 

Q. Please describe Dominion Retail, Inc. 79 

A. Dominion Retail, Inc. (“DRI”) commenced operations in 1997 is a subsidiary of  80 

Dominion Resources, Inc. DRI is both a licensed RES and Alternative Gas 81 

Supplier (“AGS”) in Illinois, having received its RES certification in 2008 82 

(Docket No. 08-0223) and its AGS certification in 2002 and 2003 (Docket Nos. 83 

02-0362 and 03-0257). At present, DRI serves approximately 50,000 mostly 84 

residential Illinois gas customers on the Nicor and Peoples Gas systems. To date, 85 

DRI has made no electricity sales in Illinois.  86 

Q. What are DRI’s operations in other states? 87 

A. DRI also a licensed electricity and/or natural gas supplier in the states of  88 

Pennsylvania, Ohio, Virginia, New Jersey, Maryland, New York, Massachusetts, 89 

Connecticut, Rhode Island, Texas and the District of Columbia. DRI is currently 90 

an active electricity supplier in Connecticut, Pennsylvania, Ohio, Massachusetts, 91 
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Maryland, New York, Texas and Maine, serving more than 750,000, primarily 92 

residential and small commercial, customers in those seven jurisdictions. 93 

Likewise, in addition to the 44,000 Illinois gas customers it currently serves, DRI 94 

sells natural gas to some 580,000 mostly residential and small commercial 95 

customers in the states of Pennsylvania, Ohio, and New York. 96 

Q. What is your overall reaction to the ComEd POR proposal? 97 

A. ComEd has taken a step toward development of a competitive retail electric mass 98 

market (residential and small commercial customers) with its tariff filing.    At 99 

present residential and small commercial consumers have had little or no 100 

participation, but with the passage of SB 1299 (PA 095-0700), that included 101 

measures related to POR processes, certain barriers to market development may 102 

be removed and a foundation laid to stimulate retail choice for the smallest classes 103 

of customers. The intent of the legislation was to authorize the means to develop 104 

the retail electric mass market both through the statute and implementation by the 105 

ICC. 106 

Q. What is the process that led to the development of ComEd’s POR tariff? 107 

A. The tariff is the product of workshops hosted by the newly-created Office of 108 

Retail Market Development (ORMD). ORMD is to be commended for its efforts 109 

to organize the collaborative workshops, identify market barriers, and to develop 110 

Illinois’ retail electric market for residential and small commercial customers, in 111 

addition to enhancing the billing options for the already successful larger 112 

commercial and industrial market.  Dominion Retail participated actively in those 113 
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workshops, as it did in the earlier workshops held on the development of the 114 

Ameren POR tariff. 115 

Q. Dominion Retail participated in the workshops along with several other 116 

marketers.  Many of the other marketers have organized into two trade 117 

groups, RESA and ICEA.  Is Dominion Retail a member of either of those 118 

groups? 119 

A. While Dominion Retail views both of the trade groups as good organizations of 120 

marketers, for purposes of this proceeding they are not a member of either group 121 

and feel that there are some issues dealing with smaller customers that have not 122 

been addressed properly. 123 

Q. The Company reached agreement on their filed tariffs with both of the trade 124 

groups, and that agreement was included as Exhibit ComEd 1.3.  In general, 125 

what is different about Dominion Retail and the members of the two trade 126 

groups with respect to this POR proceeding? 127 

A. Many of the members of the two trade groups are active in the commercial and 128 

industrial markets and some already have substantial business in those market 129 

segments.  The proposed ComEd POR tariff address customers up to 400 kW of 130 

non-coincidental peak demand, which can be fairly large customers.  In contrast, a 131 

residential customer might have a demand of 5 kW to 20 kW.  While the 132 

marketers in the two trade groups focusing on the C&I segments might be content 133 

with the Company’s filing, Dominion Retails focus in Illinois is on small 134 

commercial and residential customers and therefore it has different concerns than 135 

those two trade groups.  Dominion believes that it is important that the POR 136 
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provisions be designed in a manner that will enable the small commercial and 137 

residential market to be served.  That market is currently an underserved market 138 

and a properly designed POR could change that status.  The Commission would 139 

miss opportunity to put forth a much stronger small customer program if it fails to 140 

consider recommendations from a supplier such as Dominion, which wishes to 141 

serve small commercial and residential customers. 142 

Q. What is your opinion of ComEd’s tariff? 143 

A. While there are some good structural components of the tariff, I believe some 144 

important aspects could be improved that would contribute substantially to the 145 

development of the market for smaller residential and commercial customers.  146 

Those are the issues I will discuss.  147 

 148 

II.  DISCUSSION OF ISSUES 149 

 150 

Q. What are the specific issues that you will address concerning this POR filing 151 

of ComEd? 152 

A. I have identified several discrete areas although there may be others that will be 153 

identified during this proceeding.  The areas are: 154 

1. General system modifications should not just be borne by the RESs or 155 

customers of RESs but instead are the responsibility of all of the eligible 156 

ComEd customers.    157 

2. Having a per-bill charge of $0.50 is an unnecessary structure that creates 158 

a market impediment and it should be eliminated, 159 
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3. The system costs estimated by ComEd to improve their CIS/Billing 160 

system to the standards needed to implement the POR program are 161 

excessively high,  162 

4. The late-charge fees collected from customers must be applied to the 163 

Company’s uncollectible calculation so that the Company does not 164 

receive a double benefit.     165 

5. The discount percentage submitted by ComEd should be in line with the 166 

expected experience,    167 

Q. How is ComEd proposing that the costs be recovered? 168 

A. ComEd is proposing a cost mechanism that allocates initial cost recovery between 169 

the RESs and all of the eligible customers, but then provides that eventually the 170 

RESs reimburse the eligible customers so that in fact all costs in the POR program 171 

will be recovered from the RES instead of recovering costs from all of the eligible 172 

customers.  I disagree with ComEd’s proposed allocation of non-POR costs to be 173 

borne by the retail marketers. By imposing a cost on retail marketers’ customers 174 

that is not also charged to ComEd’s own customers, this allocation raises a classic 175 

barrier to market entry for the retail suppliers. ComEd proposes to allocate all of 176 

its $15.4 million of costs to RESs via the $0.50 per bill charge.  These charges 177 

would be assessed in addition to the uncollectables discount.   All this adds to the 178 

normal marketing/start up costs and risks incurred by marketers entering a new 179 

territory. Instead of recovering those charges in this manner, ComEd should use 180 

the authority granted it in PA 95-0700, which allows the utility to collect these 181 

costs via distribution rates.   Such a methodology would be a much more efficient 182 
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and fair method of cost recovery than what is currently proposed.  Such charges, 183 

if they were instead allocated to distribution rates would add about seven (7) cents 184 

per month per ComEd customer bill over a five-year cost- recovery period. 185 

[($15,400,000 / approx. 3,800,000 ComEd customers)/ 60 month cost recovery 186 

period].  Most importantly, it would provide customers with an accurate price 187 

signal when comparing ComEd services to the services of a RES. 188 

 189 

Q. Mr. Garcia stated that “ComEd is anxious to see how rapidly usage will 190 

ramp up over time and whether PORCB will be a catalyst for opening the 191 

untapped residential market.” (Garcia, P. 11, L 272). What items could be 192 

improved to help open up the untapped residential market? 193 

A. There are several.  While the proposed program is in the right direction, there are 194 

some cost obstacles that remain that will hinder the participation by residential 195 

customers and indeed by certain groups of lower incomes that a POR should be 196 

specifically addressing.  Three of the important items are the late charge fee, the 197 

discount rate, and the per-bill charge.  There also is the issue of the recovery 198 

mechanism of the $15.8 million dollars the Company claims it will need for the 199 

purchase of receivables and upgrading its billing system.  200 

Q. Mr. Garcia also claims that “allocation of all of such costs to the RESs that 201 

use the service is consistent with traditional ratemaking principles.”   What 202 

principles is he referring to? 203 

A. He refers to the allocation of costs to cost causers, which is known as cost 204 

causation.  While that is indeed one traditional ratemaking principle, in this case 205 
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the more important concept is the direction of the Commission to develop the 206 

customer choice market. 207 

Q. Why is the Company’s allocation of all of the system modification costs to the 208 

participating RESs a deterrent to a more rapid development of the market? 209 

A. This is a very typical situation when introducing an element of change into a 210 

utility operation.  There is often a cost involved in implementing a change, and in 211 

this case the Company identified costs related to purchase of receivables 212 

(exclusive of any net uncollectibles) to be $3.2 million and costs for modification 213 

of the Company’s billing system to be $12.6 million, for a total of $15.8 million.  214 

The issue becomes one of who should bear such costs.  If they are assigned just to 215 

the customers or their suppliers that use the new service, then initially a small 216 

number of customers are bearing a relatively large cost.  To make change occur in 217 

a fairer and more beneficial way to enhance the development of the market the 218 

initial costs should be spread over all the eligible customers.  It is important to 219 

remember that all customers benefit when there is competition, not just the ones 220 

who chose to leave ComEd.  Therefore all customers eligible for the program 221 

should pay for those costs.  222 

Q. What other typical programs do utilities offer that may apply to large groups 223 

of customers, yet may not have the active participation of all such customers? 224 

A. Conservation and energy efficiency programs are a good example of this.  Usually 225 

such programs are available for certain classes of customers and are funding by 226 

all the members of that customer class even though only some members of the 227 

class choose to participate. 228 
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Q. Does the utility limit the participation? 229 

A. No, certain customers choose to participate and other customers choose not to 230 

participate, yet all customers fund the program.  This is similar to what I am 231 

recommending for the POR program. 232 

Q. Why don’t all customers just jump on board of a new program the first day 233 

it is offered? 234 

A. There is no one, simple reason for that. Customers are free to select programs that 235 

appeal to them. In the case of electric choice there is a learning curve that requires 236 

time for customers to understand the concept.  As they learn from many ways, 237 

including word of mouth from other customers, then participation increases.  This 238 

is why with such programs as conservation and choice, once the Commission 239 

deems that the programs are in the overall best interest of the customers, and 240 

permits or directs utilities to offer such programs, that all eligible customers 241 

should fund the program.   242 

Q. What is the per-bill charge that ComEd assesses to each RES? 243 

A. The Company proposes a $0.50 charge per bill as described in Mr. Garcia’s direct 244 

testimony.  This charge creates a barrier and is discriminatory toward smaller 245 

customers. 246 

Q. Why is it discriminatory toward smaller customers? 247 

A. A fixed cost that applies regardless of consumption or total bill amount is a larger 248 

percentage of a smaller customer’s bill than it is when applied to a larger 249 

customer’s bill.   Under that collection mechanism a small residential customer in 250 
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a single-family dwelling would be paying the same each month as a medium-size 251 

industrial factory across the street. 252 

Q. Could not a RES just absorb the charge and not pass it on to the customer? 253 

A. The difference between a regulated market service, such as utility distribution 254 

service, and an unregulated market service, such as electricity supply, is that the 255 

unregulated service is competitive.  To capture customers, RESs already must 256 

structure their price offerings to capture the patronage of customers that face 257 

many choices.   Any additional costs that are assessed to suppliers will ultimately 258 

be borne by customers.  It is not as though the supplier has an extra $0.50 of fat in 259 

their pricing model that can just offset this $0.50 charge. 260 

Q. Is it important to have consistency across the state from utility to utility? 261 

A. Yes, to some degree it is useful for both customers and RESs to have consistent 262 

collection mechanisms.  Certainly the approved mechanism in Ameren that lacks 263 

a $0.50 monthly charge per bill is more desirable than the ComEd proposal.  264 

Successful retail choice states like PA and MA where the PUC staffs are trying to 265 

simplify market entry/reduce administrative costs and have created industry 266 

collaborative groups to try to achieve standardization in such areas as POR. 267 

ComEd therefore should try to be more like Ameren – no $0.50 cent per month 268 

bill. Furthermore, a barrier to entry like this is a disincentive and makes it less 269 

likely for retailers to enter this market. If no one comes, then the ratepayers will 270 

pay for ALL the development costs. Retailers should be incentivized to enter the 271 

market, not discouraged by high fees that do not exist in jurisdictions 272 

like Ameren. 273 
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Q. What costs did ComEd state it would spend to upgrade their current billing 274 

system so it could implement the POR program? 275 

A.  ComEd claimed that it would spend a total of $12.6 million dollars in system 276 

improvements, along with an ongoing annual expense of $50,000 to maintain the 277 

system.  Such costs are excessively high and to approve them without more 278 

stringent evidence and thorough review would be akin to granting ComEd a nice 279 

rate hike, without the check and balance of the type of scrutiny that accompanies 280 

a base rate proceeding.  281 

Q. Does ComEd already have access to a billing system that is capable of 282 

performing the substantially same functions that it is proposing here? 283 

A. ComEd’s sister company, PECO, operates in Pennsylvania where there is a more 284 

robust electric choice program.  PECO should have addressed many of the same 285 

billing system issues that ComEd is facing.  The two companies merged a decade 286 

ago and by now one would think that the synergies that were touted as rationale to 287 

support a merger between two large electric distribution utilities would begin to 288 

be realized in the billing systems. 289 

Q. What is the comparison of ComEd’s costs to Ameren’s costs? 290 

A. ComEd is proposing costs of $15.8 Million.  Ameren’s proposed costs were 291 

$2.086 Million.   Since the predominant modifications are for information 292 

technology, there is no reason that ComEd’s costs should be over seven times 293 

what Ameren’s proposed costs were.   This is a huge cost burden to be borne by 294 

anyone (RESs or customers) and the Company should scale back their work to 295 

implement the necessary changes and perform it in a more cost effective manner. 296 
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Q. What are the late fee charges? 297 

A.  They are charges collected from customers who eventually pay their overdue 298 

bills.  When a bill is overdue there is a late fee assessed. 299 

Q. How are late fee charges determined? 300 

A. The Company calculates late fees in accordance with their tariff and is described 301 

on tariff page 207.  Briefly, the Company assesses a 1.5% fee for unpaid balances. 302 

Q. What should be done with the late payment charge revenue? 303 

A. The late payment charges that are collected should be applied against the 304 

uncollected revenue balances to reduce the uncollectible percentage. 305 

Q. What is the current practice of the Company regarding such late payment 306 

fee revenues? 307 

A.  Their practice is not clear to me which is why I am bringing it up in this 308 

testimony.   309 

Q. How should the ComEd tariff language be changed to reflect your 310 

recommendation? 311 

A. To the extent that the Company is treating the revenues properly by crediting 312 

them against the uncollectibles, ComEd should explain that in its rebuttal 313 

testimony and provide a description in the tariff language, including the tariffs 314 

that it has filed as part of this proceeding.  On the other hand, if ComEd is not 315 

using those revenues to offset the uncollectible claim then it should be instructed 316 

to do so. Of course this should apply to its newly filed tariffs also. 317 

Q. Is it satisfactory for the Company to credit late payment fees that that it 318 

collects against base case revenues? 319 
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A. No.  Now that RESs will have a POR program with the discount percentage based 320 

on the uncollectible factor, it is important that those late payment fees be applied 321 

to the uncollectibles so that the RESs are not placed at a disadvantage. 322 

Q. What is the process proposed to determine the discount percentage? 323 

A.  It is described in Mr. Garcia’s testimony beginning on page 14.  I reviewed his 324 

description but could find no mention of crediting of the collected late fee revenue 325 

against the uncollectibles to reduce the discount percentage. 326 

Q. What discount percentage was calculated? 327 

A. While there is considerable description of the calculation process, the actual 328 

discount percentage rate is not stated.  This is a necessary piece of information 329 

that must be provided and reviewed as part of this proceeding.   330 

Q. What are discount rates that are in place at other electric distribution 331 

utilities? 332 

A. I have included a table from the Ameren POR case that presents POR discounts 333 

from several other electric utilities.  334 

 335 

 336 

IV. CONCLUSIONS AND RECOMMENDATIONS 337 

Q. Please summarize your position regarding the proper party that should bear 338 

the costs of system improvements in order to offer POR? 339 

A. All costs associated with implementation of POR should be borne by all eligible 340 

customers, meaning those customers with a non-coincidental demand of less than 341 

400 kW.   342 
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Q. What is your recommendation regarding the proposed structure of adding a 343 

$0.50 charge to each participating customers bill to collect $15.4 million 344 

dollars for program implementation? 345 

A. The $0.50 per bill charge should be eliminated.  If all costs are not included as a 346 

surcharge to all eligible customers as I recommended then they should be assessed 347 

on a commodity basis to the participating customers.   348 

Q. What is your recommendation regarding the high cost of information and 349 

billing system improvements? 350 

A. ComEd should not be allowed recovery of their excessively high improvement 351 

amounts of $15.4 million.   352 

Q. What is your recommendation regarding revenues collected as late fee 353 

payments?  354 

A. The late fee revenues should be applied to the uncollectibles balances to reduce 355 

the discount percentage that RESs are subject to.    356 

Q. What is your recommendation regarding the discount rate that will be 357 

applied to the payments made to participating RESs?  358 

A. ComEd should submit the actual discount rate that will be requested and that rate 359 

should be the subject to review either a continuation of this docket.  360 

Q. Does this conclude your direct testimony? 361 

A. Yes.  I have identified several components of the proposed ComEd POR program 362 

that should be changed if the program is going to serve the needs of the small 363 

commercial and residential customers.  If the program filing that was “negotiated” 364 

with CUB, RESA, and ICEA is implemented without regard to the concerns I 365 
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have voiced and the recommendations I made, then the POR program will not be 366 

effective in providing competitive alternatives for small commercial and 367 

residential customer.  Such a result would be directly contrary to the purpose of 368 

the POR statutory provisions because these are exactly the type of customers who 369 

could benefit from POR. 370 


