
 

 

BEFORE THE  
ILLINOIS COMMERCE COMMISSION 

 
COMMONWEALTH EDISON COMPANY) 
      ) 

) 
Proposal to establish Rider PORCB,  )  Docket No. 10-0138 
Purchase of Receivables with   ) 
Consolidated Billing,    ) 
And to revise other related tariffs  ) 
 

______________________________________ 
 

REBUTTAL TESTIMONY OF 
JAMES L. CRIST 

 
President, Lumen Group 

 
ON BEHALF OF 

 
DOMINION RETAIL, INC. 

 
 

______________________________________ 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Exhibit JC-2.0 
August 4, 2010 

 
 



 

 

Q. What is your name and on whose behalf you are testifying? 1 

A. I am James L. Crist and I am presenting rebuttal testimony on behalf of Dominion 2 

Retail, Inc. (“Dominion”), an alternative electric supplier.  3 

Q. What is the purpose of your rebuttal testimony? 4 

A. I will address several areas that were brought up in the rebuttal testimony of 5 

Commonwealth Edison (“ComEd” or “Company”) witness Mr. Garcia (ComEd 6 

Ex. 3.0) and will address some items in the direct testimony of ICEA witness Mr. 7 

Wright (ICEA Ex. 1.0) and of ICC Staff witness Torsten Clausen (ICC Ex. 1.0). 8 

Q. Do you agree with Mr. Garcia’s rebuttal testimony on P. 4, where he explains 9 

that “it is important that the Company distinguish and track costs associated 10 

with the provision of consolidated billing for purposes of addressing the 11 

appropriate cost recovery when a tariff filing pursuant to Section 16-118(d) 12 

is made”? 13 

A. While I agree that it is important to track costs, I feel that the costs that the 14 

Company proposes are excessive and must be subject to scrutiny.  Moreover, 15 

once the costs associated with the provision of consolidated billing are identified, 16 

it is not appropriate to assess all of such costs to retail electric suppliers (“RES”).  17 

As I explained in my direct testimony (Exhibit JC-1.0) the ICC has directed the 18 

utilities in Illinois to “promote fair and open competition”, develop and offer 19 

Choice programs to residential and small commercial customers and to provide 20 

for a purchase of receivables (“POR”).  The role of the utility is to continue to 21 

serve all customers by providing such services as may be needed to offer 22 

competitive supply options to customers, therefore, the costs for such services 23 
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should be borne by all eligible customers just as the costs of the traditional sales 24 

programs are.  By carving out costs specific to consolidated billing or POR and 25 

attempting to saddle suppliers or customers that are early participants in such 26 

new programs with those costs, ComEd is creating an unfair burden and a hurdle 27 

to a fair competitive marketplace.   28 

Q. Mr. Garcia also opines that “Dominion also ignores the way which it and 29 

other RESs will benefit from ComEd’s existing infrastructure and 30 

investments” because “ComEd has not sought to allocate to RESs any 31 

portion of the embedded capital investments or operating and maintenance 32 

expenses associated with the ComEd billing system itself, even though RESs 33 

…will be using those core systems…just as ComEd does to bill 34 

its…customers”.   Is this not the appropriate role of the utility? 35 

A. It most certainly is the role of the utility and Mr. Garcia’s statement seems to be 36 

seeking praise for the Company just doing its job.  To me, it provides insight that 37 

the way ComEd views such programs as Choice and POR differently than they 38 

view their former role of being the monopoly energy commodity supplier.    39 

Changes such as Choice and the supportive programs such as POR have been in 40 

place for years in other jurisdictions and this is the way the utility industry is now 41 

operating.  Additionally, Mr. Garcia is trying to have it both ways.  First, he 42 

wants to charge Choice providers and customers for any incremental costs the 43 

company incurs and then he wants them to also pay the imbedded cost incurred 44 

by the Company to serve all of its customers.   By mixing embedded cost of 45 

service pricing with marginal cost of service pricing, ComEd is attempting to 46 
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make Choice customers pay far more than their fair share of the Company’s 47 

costs. 48 

Q. Mr. Garcia (P. 12) states, “ComEd sought and obtained input form [sic] the 49 

RES community as to where to set the discount rate, which it gratefully 50 

received.”  Simply because the Company had discussions with some suppliers 51 

is it safe to assume that all suppliers would be agreeable to the same program 52 

conditions? 53 

 A. No it is certainly not a safe assumption.  Suppliers serve a variety of segments of 54 

the market and not all suppliers serve all segments.  In the discussions that Mr. 55 

Garcia references, unfortunately such input was provided primarily by RES that 56 

serve the commercial and industrial (“C&I”) market, not the residential segment, 57 

and the interests of the two marketing segments can be quite different.  58 

Q. How are the market segments different? 59 

A. Liberty Power is the only one of the 13 members of RESA and ICEA, the 60 

marketer organizations that executed the agreement with ComEd (ComEd Ex. 61 

1.3), that has obtained a certificate from the Illinois Commerce Commission and 62 

completed the registration process with ComEd to serve residential customers in 63 

ComEd's territories.  (See PlugInIllinos.org).  The other members are registered to 64 

serve the C&I segment, which has only 260,000 customers and the Non-65 

Residential Watt-Hour customer class, which has 97,640 customers based on 66 

ComEd statistics dated May 31, 2010.  Both classes of customers have higher 67 

usage amounts and higher profit potential per customer than residential 68 
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customers.   Dominion serves many mass market residential and small 69 

commercial customers in several other states with successful retail Choice 70 

programs. Such programs are characterized with a more equitable sharing of 71 

program costs among eligible customers.   72 

Q. Mr. Garcia noted that Dominion is the only party to identify the issue of 73 

socialization of program costs, and implies that such an issue must not be 74 

important.  What is your reaction to that? 75 

A. The issue may not be as important to the large majority of marketers that serve the 76 

C&I customers, however as one of the marketers that plans to serve the nascent 77 

residential and small commercial segment, I can state clearly that Dominion 78 

believes it is important.  I do not know if Mr. Garcia understands that such costs, 79 

while they may be assessed to the RES, are ultimately borne by the customer.  80 

Since the ComEd program design has the costs being assessed to participating 81 

customers but not to all eligible customers, it has created an economic barrier 82 

which a RES must overcome to present an attractive choice to the customer.   Mr. 83 

Garcia’s position on this issue is consistent with the behavior of a Company that 84 

wishes to maintain its position as the dominant supplier of the small customers. 85 

Q. Did you agree with ICEA witness Wright who stated that the MOU that 86 

ICEA executed with the Company should bring benefits of customer choice 87 

and competition to residential and small commercial retail customers? 88 

A. No I do not.  None of the six members of ICEA listed in the agreement with 89 

ComEd (ComEd. Ex. 1.3) has obtained a certificate from the Illinois Commerce 90 

Commission and completed the registration process with ComEd to serve 91 
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residential customers in ComEd's territories.  (See PlugInIllinos.org)  Although 92 

Mr. Wright lists Champion Energy LLC as an ICEA member, and that company 93 

is certified to serve residential customers, it is clear that ICEA members primarily 94 

serve the C&I market.  I believe that the MOU, and specifically the cost allocation 95 

structure, will benefit the larger customers and those companies that serve them. 96 

Q. Mr. Garcia makes mention several times during his testimony that various 97 

program features and details were worked out with and agreed to by 98 

members of RESA and ICEA.  Is that fact relevant to the decisions to be 99 

made in this proceeding? 100 

A.  No.  It is mentioned clearly here and I will note that it applies to each issue.  Let 101 

me be clear.  It is very easy to sit down and negotiate several issues with a party 102 

that does not have a significant business interest in areas affected by those issues.  103 

There is no downside in such a negotiation.  Dominion is very adamant about the 104 

positions it has taken in this proceeding because it has a direct interest in the 105 

pursuit of those positions.  Because residential and small commercial customers 106 

have low usage, the margins that can be obtained from serving them are quite 107 

small.  Thus an issue that appears insignificant to the provider of energy to larger 108 

customers can have a crucial impact on the decision of a provider such as 109 

Dominion to enter the residential and small commercial market.  Therefore, if 110 

these issues are not resolved to remove the barriers to entry, then there will be no 111 

significant market development and no significant improvement in the choices 112 

that such customers have available. 113 
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Q. In your direct testimony you provided an example of socialization of costs of 114 

conservation programs to illustrate that new programs are often funded by 115 

all eligible customers to avoid cost barriers.  What new program at ComEd 116 

are you aware of that illustrates this concept? 117 

A. ComEd started their Smart Meter program in February of this year and equipped 118 

customers in several areas of their service territory with smart meters to provide 119 

additional data on energy use.  Only some of the customers have smart meters 120 

installed but the program costs are shared by all the ComEd customers.  The 121 

average impact on a residential customer is about $5.00 per year.   I am 122 

recommending that the same approach be applied to the programming costs 123 

needed to implement POR. 124 

Q. If the Commission does not adopt your recommendation to socialize the costs 125 

to all customers and they consider an alternative assessment mechanism, 126 

what would you recommend? 127 

A. The “runner up” to my recommendation would be that of Staff witness Torsten 128 

Clausen who recommended that they drop the $0.50 charge in favor of a 0.68% 129 

charge.   ComEd, once again cited the fact that the C&I marketers prefer the $0.50 130 

charge (after all, to a large customer $0.50 a month is insignificant) and then 131 

rallied with eight reasons why such a concept is bad, and none why it is good. 132 

Q. Will you please explain the drawback of every explanation that the Company 133 

presented? 134 

A. Yes, in the same order that Mr. Garcia presented them, they are: 135 
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 1. The Company felt it was unnecessary to address potential market failure before 136 

such failures occur.  It certainly chose to lead off with a very unusual and bizarre 137 

rationale.   The purpose of all the work we are doing here is to create a successful 138 

program, not engage in a potential disastrous program and then see how we can 139 

fix it.   140 

 2.   The Company felt that since fixed charges are used for recovery of other 141 

billing costs that the fixed charge structure must be the one and only structure to 142 

use.   Those fixed charges are used for services that all customers receive, that is, 143 

billing and payment processing services and customers are not considering 144 

competitive choices of those services.  The POR charges would be assessed only 145 

to the participating customers and reducing the magnitude of such charges will 146 

reduce the economic hurdle that a customer has when they consider making a 147 

choice to switch from ComEd to an alternative supplier. 148 

 3.  ComEd said that the percentage charge may create inappropriate Intra-class 149 

subsidies and provided an example that some RESs may not wish to serve low-150 

use customers (which is true; few RESs intend to do so) and they would then pay 151 

more when they serve their high-use customers under a percentage mechanism 152 

than $0.50/month.   This is the very example I am citing to explain why the fixed 153 

charge is unfair to the low-use customer.  It is no wonder that the C&I marketers 154 

rallied behind the fixed-charge concept. 155 

 4.  Mr. Garcia claims a percentage charge is inconsistent with the Rider SBO 156 

credit that the Company receives.  If he means that the Rider SBO credit is fixed 157 

(which it is, at $0.54 per monthly bill) and does not use a percentage of the bill to 158 
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determine the charge, then I agree with that description.  However simply because 159 

they are different bears no rationale against having the POR charge be percentage-160 

based. 161 

 5. ComEd does not believe the Staff assumption that the fixed charge discourages 162 

RESs from acquiring low-use customers is valid.  ComEd continues on to observe 163 

that the C&I market is already taking off even with lack of POR and somehow 164 

construes that they must launch an attractively priced POR program to support 165 

that market.  Meanwhile, the residential and small commercial market has not 166 

taken off and this fact alone illustrates the convoluted logic the Company 167 

presents.  ComEd then continues its explanation which shows they are favoring 168 

the C&I market.  I can say from experience that the existing C&I accounts on 169 

Choice have already been credit-screened by the RESs and are unlikely to be 170 

moved onto the POR program, regardless of the charge. 171 

 6.  ComEd does not believe that the $0.50 charge will discourage small 172 

customers, stating that the Staff is speculating.  It then does the arithmetic to show 173 

that the percentage charge might be $0.16 on the typical small customer, and 174 

arbitrarily claims that $0.16 is not a significantly different amount to influence 175 

Choice behavior.  I say it is.  Indeed, I have made the recommendation that $0.50 176 

is too much and I would prefer zero.  The $0.16 charge would be my second 177 

choice, but it is certainly preferable to a charge three times that amount. 178 

 7. ComEd voices concerns that the Staff proposal may further stall the residential 179 

market development of large residential accounts.  I find it hard to believe that the 180 

Company has a genuine concern about this, but none the less I will point out that 181 



 

 9

their stated concern is identical to their concern about affecting the C&I 182 

customers and my rationale explanation applies here as well.  Additionally, there 183 

is no statutory or policy support for the concept that the average customer, who 184 

would pay $0.16 under the Staff‘s proposal, should cross subsidize the larger use 185 

residential customers who would pay more under the Staff’s proposal than the 186 

ComEd proposed $0.50 fee. 187 

 8.  For its final reason, the Company holds up the eight-month experience in 188 

AIU’s territory, stating that not a single mass market customer, big or small, has 189 

been billed and such a failure of the market to develop surely must be evidence 190 

that 0.68% must be too large of a charge.  Unfortunately the Company did not 191 

make the logical leap to my primary position, that NO charge (not $0.50, nor 192 

0.68%) should be constructed as a barrier.  It is important to not repeat the 193 

Ameren history where all of the implementation costs were allocated to the RES, 194 

creating a barrier that R&C customers have chosen not to cross. 195 

Q. What do all the charts and graphs (Exhibits 3.1, 3.2, 3.3, and 3.4) present? 196 

A. While Mr. Garcia tries to explain how those charts support the positions he 197 

espouses, a careful analysis of those charts shows the opposite.  198 

Q. What do the first two charts explain? 199 

A. Exhibits 3.1 and 3.2 illustrate what I have been saying throughout this testimony, 200 

that smaller customers have less of a burden if the billing charge is based on the 201 

percentage of POR instead of the fixed charge.   202 

Q. What do the two bar graphs explain? 203 
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A. Exhibits 3.3 and 3.4 illustrate the average residential load and the distribution of 204 

loads for residential customers. 205 

Q. Based on your general knowledge of profit margins in the business of 206 

alternative suppliers, which market segments are more profitable? 207 

A. Generally, the larger segments, C&I, are more profitable than the residential and 208 

small commercial mass market segments. Therefore, the larger segments are able 209 

to bear administrative costs better than the smaller segments.  210 

Q. Mr. Garcia noted that ComEd plans to keep the late fees that are collected 211 

from customers, presumably to benefit the Company, and not credit those 212 

collected fees against the uncollectable costs.  What would the benefit be if 213 

those fees were credited against the uncollectable costs as you have 214 

recommended? 215 

A. All customers would eventually benefit because the total amount of uncollectable 216 

costs and the discount which RESs pay would be reduced.  By keeping the fees 217 

for ComEd, the uncollectable account will not benefit from that fee collection.  218 

Mr. Garcia did not explain just how the Company plans to apply those late 219 

collection fees to any account or if they simply benefit the shareholders, which 220 

would be inappropriate. 221 

Q. There is discussion about the costs of system modifications in the testimony 222 

of ICC Staff witness Clausen and in rebuttal testimony of Mr. Garcia and 223 

Mr. Mittelbrun (Exhibit 4.0).  Does the Company’s rebuttal support its 224 

costs? 225 
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A. Not at all.  It appears that Mr. Clausen and I share a strong concern that the 226 

Company’s proposed costs for the system modifications are extremely high.  Mr. 227 

Clausen stated they were more than four times higher than the Ameren 228 

modifications ($12.6 million vs. $3 million) and since then the ComEd cost 229 

estimates have skyrocketed to $17.6 million. 230 

Q. Mr. Mittelbrun dismissed your comment that ComEd should make use of the 231 

billing system of PECO, their sister company in Pennsylvania, since PECO 232 

has already implemented Choice.  Is his reason convincing? 233 

A. It is not convincing to me.  He admitted that they use the same billing system but 234 

then stated that “each uses customized code and interfaces tailored to the 235 

requirements of the state in which it is located and to the service territory it 236 

serves.”   He also claimed that timing differences and billing options meant that 237 

changes had to be implemented differently.  I cannot believe that such changes 238 

cost $17.6 million for the IT modifications and have seen no proof that supports 239 

such a large expense.  As a point of comparison, Mr. Clausen cited the $3 million 240 

cost of Ameren.  I looked into the costs the PECO incurred to perform their 241 

modifications and found some convincing evidence. 242 

Q. What did similar modifications cost at PECO? 243 

A. PECO had to upgrade the billing system for both electric and gas Choice and POR 244 

offerings.  The electric modifications were $2.5 million1 and the gas 245 

                                                 
1  Order, PA P-2009-2143607, P. 11, Paragraph H (2): “The parties further agree that 
nothing in this Settlement shall preclude a party from challenging the reasonableness of 
the Revised Electric POR Program implementation costs (not including any costs (not 
including any costs to implement the EDI Transaction agreed to in paragraph 9.C(1)) if 
such costs exceed $2.5 million (the “Implementation Cost Total”). 
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modifications were $1.5 million2.   It is not credible that the costs of ComEd 246 

would be so significantly higher. 247 

Q. In light of the actual data proving that several other utilities including its 248 

affiliate have done substantially similar IT modifications for $1.5 to $3 249 

million what do you recommend regarding the costs that should be allowed 250 

for ComEd’s modifications? 251 

A. They should be limited to $3 million.  Such a limitation would contribute in a 252 

substantial way to solving several of the issues in this case for it would reduce the 253 

amount that customers need to bear greatly, from $17.6 million to $3 million.   254 

Q. Has ComEd explained the extent of their IT modifications? 255 

A. Mr. Garcia explained that the Company is planning on offering “Bill Ready” 256 

service and, upon learning that Ameren was offering both Bill Ready and Rate 257 

Ready service and that this is what many RESs prefer, will require more time to 258 

implement both options.  Rate Ready is the method more widely used in 259 

successful retail energy mass markets in other states. 260 

Q. ICC Staff witness Clausen notes that the rescission period that ComEd 261 

allows itself is a minimum of 18 calendar days.  What did Mr. Clausen 262 

recommend and what do you recommend? 263 

A. Mr. Clausen recommended a rescission period of 10 calendar days.  I would 264 

recommend a rescission period of 10 business days.  This would be similar to the 265 

                                                                                                                                                 
 
2  PA-2009-2143588, PECO Statement No. 1, Direct Testimony of John P. McCawley, 
P.E., Pg. 11, lns. 17-20:   
"Q.    Does PECO have an estimate of the costs of implementing the Gas POR Program? 
  A.   Yes.  PECO estimates the capital costs, which are primarily related to IT upgrades, 

to be approximately $1.5 million." 
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rescission period in effect at gas utilities that are in compliance with the directive 266 

of Illinois SB 171.  I understand that there is legislation underway to address this 267 

in electric utilities and that such legislation may be finalized soon and if so would 268 

provide a definite rescission period.   I do not think it does any harm however to 269 

state what is reasonable and consistent with other rescission periods in effect that 270 

were also set by legislative rule.  271 

Q. Mr. Clausen also recommended that ComEd include required bill inserts of 272 

RESs and receive reimbursement by the RES for the net costs that the RES 273 

avoids.   What is your opinion of Mr. Clausen’s recommendation? 274 

A. I am in agreement with Mr. Clausen.  The billing capabilities of the Company 275 

exist to serve the needs of the customers.  Customers may have elected to receive 276 

supply services from a RES but they are still customers of the Company.  The 277 

Company should provide required information to the customers, even if that 278 

required information originates from a RES.   279 

 280 

CONCLUSIONS AND RECOMMENDATIONS 281 

Q. Will you summarize the main points of your rebuttal testimony? 282 

A. I addressed several comments made by the Company in their rebuttal testimony: 283 

1. I explained that system implementation costs should be borne by all customers, 284 

not just participating customers, because that is consistent with other programs of 285 

the Company and will reduce a barrier to participate in the Choice program. 286 

2. I described my preference of a percentage cost method over a fixed charge 287 

method if the Commission decided to maintain the cost barrier described above.  I 288 
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illustrated the rationale that it reduces the charges for residential and small 289 

commercial customers and shifts costs to the larger customers that are more 290 

capable of bearing them. 291 

3. I explained several times that all of the references to agreements that the 292 

Company made with RESA and ICEA does not have the support of every RES, 293 

and generally are not in the best interest of residential and small commercial 294 

customers.   295 

4.  I explained that if late payment fees are applied to uncollectable expense then 296 

all customers benefit. 297 

5.  I provided substantial evidence that the Company’s costs for billing system 298 

modifications were several times the costs for similar modifications at other 299 

utilities including their own affiliate PECO, and recommended that the Company 300 

be limited to recovering $3 million, not $17.6 million.   301 

6.  I agreed in concept with ICC witness Clausen that the rescission period should 302 

be shorted from 18 days and I recommended 10 business days, similar to gas 303 

utilities. 304 

7. I agreed with Mr. Clausen that the Company should carry the required bill 305 

inserts of RESs and receive payment for doing so. 306 

Q. Does this conclude your rebuttal testimony? 307 

A. Yes. 308 


