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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. Please state your name. 3 

A. Robert Garcia. 4 

Q. Are you the same Robert Garcia who submitted direct and rebuttal testimony in 5 

this proceeding? 6 

A. Yes.  My direct testimony is ComEd Ex. 1.0 and my rebuttal testimony is ComEd Ex. 7 

3.0. 8 

B. Purpose of Testimony 9 

Q. What is the purpose of your surrebuttal testimony? 10 

A. The purpose of my surrebuttal testimony is to respond, as needed, to the rebuttal 11 

testimony of Staff of the Illinois Commerce Commission (“Staff”) witnesses Torsten 12 

Clausen, Christy Pound and Theresa Ebrey (ICC Staff Exs. 5.0, 6.0 and 7.0); Illinois 13 

Competitive Energy Association (“ICEA”) witness Kevin Wright (ICEA Ex. 2.0); 14 

Dominion Retail Inc. (“Dominion”) witness James L. Crist (Dominion Ex. JC-2.0); and 15 

Retail Energy Supply Association (“RESA”) witness Timothy Locascio (RESA Ex. 1.0).   16 

C. Summary of Conclusions 17 

Q. In summary, what are your conclusions? 18 

A. No objections have been entered by any party with respect to the terms and conditions of 19 

ComEd’s proposed Rider PORCB – Purchase of Receivables with Consolidated Billing 20 

(“Rider PORCB”).  And, with one exception, ComEd’s proposed cost recovery 21 

mechanism, as reflected in ComEd’s proposed Rider PORCB and proposed revisions to 22 
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Rider RCA – Retail Customer Assessments (“Rider RCA”), appears to be acceptable to 23 

the parties to this proceeding.   24 

However, significant issues remain to be resolved with respect to the charge 25 

reflected in the two-part discount rate for the recovery of PORCB start-up and 26 

administrative costs (i.e., $0.50 per bill per month vs. 0.68% of the receivables purchased 27 

each month), as ComEd continues to object to Staff’s proposal on the grounds that it is 28 

discriminatory and results in unreasonable differences in the charges assessed to retail 29 

electric suppliers (“RESs”).  Further, ComEd renews its opposition to Staff’s proposal to 30 

impose a December 31, 2011 cutoff date on capital investments and its ten-year review 31 

process, which are largely form over substance and will only hinder further collaboration 32 

with RESs.   33 

The remaining issues addressed in my surrebuttal testimony pertain to the tariff 34 

modifications Staff has proposed, which are too diverse and intricate to attempt to 35 

summarize, and the unavoidable consequences of proposals to reject the switching rules 36 

set forth in Rate BES – Basic Electric Service (“Rate BES”), Rate BESH – Basic Electric 37 

Service Hourly Pricing (“Rate BESH”), Rate RDS – Retail Delivery Service (“Rate 38 

RDS”), Rate RESS – Retail Electric Supplier Service (“Rate RESS”) and Rate MSPS – 39 

Metering Service Provider Service (“Rate MSPS”), which would entail a delay in the 40 

implementation and availability of PORCB service.    41 
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II. Rider PORCB and Rider RCA 42 

A. Discount Rate and Cost Recovery 43 

1. Allocation of Costs to RESs 44 

Q. Does Dominion’s rebuttal testimony offer any new arguments or rationales in 45 

support of their proposed socialization of Rider PORCB start-up and administrative 46 

costs? (See Dominion Ex. JC-2.0.) 47 

A. No.  Dominion continues to blame ComEd for allocating start-up and administrative costs 48 

to RESs through the Rider PORCB discount rate (e.g., “ComEd is creating an unfair 49 

burden and a hurdle to a fair competitive marketplace.” (Dominion Ex. JC-2.0, 2:27-50 

28.)), when its frustration should instead be directed at Section 16-118(c) of the Public 51 

Utilities Act (“PUA”).  As I noted in my rebuttal testimony, this is a matter that will be 52 

addressed in briefs, as needed. 53 

Further, Dominion witness Mr. Christ mischaracterizes my rebuttal testimony 54 

when he suggests that ComEd “wants to charge Choice providers and customers for the 55 

incremental costs the company incurs and then he wants them to also pay the imbedded 56 

cost incurred by the Company to serve all of its customers.”  (Id., 2:43-46.)  As I stated in 57 

my rebuttal testimony, “Dominion also ignores the way in which it and other RESs will 58 

benefit from ComEd’s existing infrastructure and investments. Through the proposed 59 

$0.50 per bill charge and cost recovery mechanism, ComEd has not sought to allocate to 60 

RESs any portion of the embedded capital investments or operating and maintenance 61 

(“O&M”) expenses associated with the ComEd billing system itself, even though RESs 62 

served under Rider PORCB will be utilizing those core systems (not just the 63 

enhancements required to provide PORCB service).”  (ComEd Ex. 3.0, 4:84-90.)  The 64 
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point here is that Rider PORCB allows RESs to piggyback their supply charges on 65 

ComEd’s existing delivery service bills and processes, the costs of which are currently 66 

recovered from customers through delivery services charges.  Therefore, Dominion’s 67 

complaints concerning the expectation that RESs be required to pay to enable such 68 

piggybacking to occur are baseless in light of all the services actually provided. 69 

Q. In an attempt to undermine the settlement reached by ICEA, RESA and ComEd, 70 

Dominion contends that ICEA and RESA members do “not have a significant 71 

business interest” in residential and small commercial customers (Dominion Ex. JC-72 

2.0, 5:97-113) and that the settlement ComEd reached with ICEA and RESA “will 73 

benefit the larger customers and those companies that serve them (id., 5:95-96).”  74 

How does ComEd respond? 75 

A. I defer to ICEA and RESA to respond as appropriate to Dominion’s claims as to their 76 

memberships’ business interests.  However, as ICEA has indicated, “the suppliers who 77 

agreed to the fixed 50 cent per-bill charge includes suppliers who are experienced in 78 

servicing residential customers.”  (ICEA Ex. 2.0, 5:12-15.) 79 

Q. Dominion contends that ComEd’s “Smart Meter program” is an example of the 80 

socialization of costs, just as its “conservation program” is.  (Dominion Ex. JC-2.0, 81 

6:114-24.)  Are these programs examples of cost socialization? 82 

A. No, they are not.  In both cases, the Commission has directed that the costs of these 83 

programs be allocated to the classes receiving the benefits of such programs.  With 84 

respect to ComEd’s AMI (Advanced Metering Infrastructure) pilot program, the 85 

Commission rejected the socialization of costs – even on a temporary basis, as originally  86 

proposed by ComEd in that case – and called for costs to be allocated by class using the 87 
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weighted meter allocator from the embedded cost of service study approved in ComEd’s 88 

last rate case.  (Docket No. 09-0263, Order at 43 (October 14, 2009).)  Similarly, with 89 

respect to ComEd’s Energy Efficiency and Demand Response Program (Docket No. 07-90 

0540), the Commission allocated the costs by customer class, finding that such an 91 

approach: 92 

[I]s more in conformance with traditional rate-making principles that are 93 
enunciated in the Public Utilities Act. Specifically, Section 9-241 provides, in 94 
pertinent part that:  95 

 96 
No public utility shall, as to rates or other charges, services, facilities or in 97 
other respect, make or grant any preference or advantage to any 98 
corporation or person or subject to any prejudice or disadvantage. No 99 
public utility shall establish or maintain any unreasonable differences as 100 
to rates or other charges, services, facilities, or in any other respect, either 101 
as between localities or as between classes of service. 102 

 103 
(Docket No. 07-0540, Order at 38 (February 6, 2008).)  While ComEd counsel will brief 104 

this legal matter further, as needed, it is my understanding that, in that case, the statute 105 

provided the Commission considerably more ratemaking flexibility than the statute 106 

governing the purchase of receivables. 107 

2. Discount Rate  108 

Q. Acknowledging that its proposal is “speculative, regarding what RESs might or 109 

might not do,” Staff opines that “[t]here is nothing wrong with speculation under 110 

these circumstances … .”  (ICC Staff Ex. 5.0, 2:23-31.)  Is it appropriate to speculate 111 

with respect to the setting of the discount rate? 112 

A. No.  Staff and ComEd are at philosophical odds on this matter.  While ComEd agrees that 113 

it is unclear regarding what RESs might or might not do, it is not appropriate to deviate 114 

from traditional ratemaking principles in such an arbitrary and discriminatory manner, at 115 

least not without sufficient justification.  Staff’s speculation that there will be a market 116 
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failure with respect to the provision of competitive supply to low use customers within 117 

the mass market, while unsupported, is a matter worthy of concern and further 118 

monitoring.  But, it is Staff’s leap to the conclusion that Rider PORB pricing is the 119 

solution is what is problematic. 120 

Further, the ends do not justify the means.  As noted in Staff’s rebuttal, “Staff ... is 121 

not arguing that RESs will not serve low use customers.  Rather, Staff is concerned that a 122 

fixed per bill charge will create PORCB discount rates that have the potential to 123 

discourage RESs from signing up low use customers.”  (Id., 6:121-124.)  While these are 124 

helpful clarifications of Staff’s position, such a concern is not sufficient justification for 125 

establishing rates for the provision of PORCB service that unjustifiably vary with the size 126 

of the receivable purchased by ComEd, when ComEd’s cost of providing such service 127 

does not vary.  Such an approach would be harmful to RESs that may want to make use 128 

of Rider PORCB, but have no interest in pursuing low use customers.  Indeed, to my 129 

knowledge, the provision of supply service to low use customers is not a statutory 130 

condition of POR service or a RES’s certification.  Further, Staff’s rebuttal testimony 131 

belies one of the stated intents of the percentage based charge – to unjustly and 132 

unabashedly extract more revenue from RESs serving high use customers:  “the fixed per 133 

bill charge does not allow for increased cost recovery from RESs signing up high usage 134 

customers.” (ICC Staff Ex. 1.0, 10:217-219.)  This is what is most disconcerting about 135 

Staff’s proposed percentage-based charge. 136 

Q. Staff suggests that ComEd’s “main argument appears to be that RESs might be 137 

discouraged or prevented from using PORCB service for non-residential customers 138 
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if a percentage charge [is] adopted.”  (ICC Staff Ex. 5.0, 9:193-195.)   Is that 139 

correct? 140 

A. No.  ComEd’s central argument is that Staff’s proposed percentage-based charge is 141 

discriminatory as it unjustly charges RESs different rates for the provision of the same 142 

service to different customers based on extraneous factors that bear no relationship to the 143 

nature of the costs incurred for the service provided.  Staff attempts to refute this point by 144 

suggesting that if the imposition of different charges is discriminatory, the imposition of 145 

different discount rates is equally discriminatory.  (Id., 15:328-332.)  Evidently, Staff 146 

does not recognize that a $0.50 per month per bill charge is a rate (much like ComEd’s 147 

delivery service customer charges) and that under ComEd’s proposal, such rate would be 148 

the same for each RES customer served under Rider PORCB.  Moreover, Staff never 149 

addresses the fact that costs to provide PORCB service do not vary with the amount of 150 

receivables purchased, leaving as its final and only word on the matter:  “To be clear, I do 151 

not claim that the fixed percentage alternative I am proposing here is more in line with 152 

the way the implementation costs are being incurred.”  (ICC Staff Ex. 1.0, 14:287-289.)   153 

The impact on RESs serving higher use non-residential customers and the 154 

potentially foregone revenue from RES utilization of PORCB to serve such customers are 155 

but two illustrations of the negative impacts of Staff’s proposal. 156 

Q. Staff opines that it “would not recommend that the Commission base its cost 157 

recovery mechanism decisions on guesses as to what residential customers might do 158 

or not do, in addition to guessing what RESs might do or not do.”  (ICC Staff Ex. 159 

5.0, 7:158-161.)  How does this recommendation comport with Staff’s proposed 160 

percentage-based charge for the recovery of start-up and administrative costs? 161 



 

Docket No. 10-0138 Page 8 of 24 ComEd Ex. 6.0 

A. These recommendations are inconsistent with each other.  Despite Staff’s numerous 162 

objections to the characterization that its proposal is speculative and its own 163 

acknowledgement thereof, that is exactly what Staff is proposing that the Commission do 164 

by adopting its percentage-based charge -- speculate. 165 

Q. Staff appears to have some difficulty reconciling your points that a RES trying to 166 

serve low use customers “[is] tantamount to trying to sell gasoline to someone who 167 

does not own a car” (ComEd Ex. 3.0, 14:365-366), with the conclusions that 168 

“ComEd has no reason to believe that RESs will not seek to serve low use 169 

customers” (id., 8:172-173) and that “it should be recognized that the Northern 170 

Illinois retail market participants have followed a pattern of seeking out high use 171 

customers first and progressing to low use customers (id., 8:179-181).”  Can you 172 

explain how your points fit together? 173 

A. With respect to my perhaps overly colorful analogy that a RES trying to serve low use 174 

customers “is tantamount to trying to sell gasoline to someone who does not own a car,” 175 

my point there is that recruiting low use residential customers, which I had defined as the 176 

lowest 30% of residential energy consumers, will be exceptionally difficult.  Therefore, it 177 

is unclear when or whether any of the perceived benefits from assessing RESs a lower 178 

charge based on a percentage of the receivable purchased will ever materialize.  To use 179 

my fishing analogy once again, it is not that I would expect RESs to throw the little fish 180 

back (and, it now appears that Staff does not believe so either).  Rather, it is a question of 181 

whether they will ever “bite on the hook” and, if so, when.  Meanwhile, as I go on to 182 

explain, that leaves the other 70% of users, where a percentage-based charge will cost 183 

RESs, on a per customer basis, more to serve the top 30% of residential customers than 184 
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they would save by serving the 40% of customers with usage in the middle of the pack.  185 

While some of the purposes of ComEd’s analysis were to shed some light on what is 186 

meant by “low use” and just how low “low use” is, it also serves to underscore the 187 

uncertainty as to who actually benefits under Staff’s proposal and by how much. 188 

With respect to my statement that “Northern Illinois retail market participants 189 

have followed a pattern of seeking out high use customers first and progressing to low 190 

use customers” (id., 8:180-181), my point there was in response to Staff’s concerns 191 

regarding a potential market failure with respect to low income customers and to preach 192 

patience with, and understanding of, the way the Illinois market has developed 193 

historically before leaping to any conclusions, especially the conclusion that a 194 

percentage-based charge is needed as a pre-emptive strike against such a failure.  It is 195 

completely consistent with my conclusion that the roughly million residential customers 196 

with usage that is among the lowest of the low users will likely be among the last to 197 

embrace competitive supply. 198 

Q. Was there any decision entered by the Commission in the Ameren Illinois Utilities’ 199 

(“AIU”) purchase of receivables cases (Docket Nos. 08-0619, 08-0620, & 08-0621 200 

(Cons.)) regarding the use of a fixed charge versus a charge based on a percentage 201 

of the receivables purchased? 202 

A. No.  To my knowledge, this was not an issue upon which a specific decision was entered 203 

in the AIU Order.  ICEA and Staff seem to concur on this point as well.  (ICEA Ex. 2.0, 204 

9:4-6; ICC Staff Ex. 5.0, 10:212-214.) 205 

Q. Does Staff respond to ComEd’s testimony regarding the inconsistency of charging 206 

RESs a percentage-based charge and (1) paying customers a fixed monthly amount 207 
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under Rider SBO and (2) fixed monthly customer charges under ComEd’s delivery 208 

services rates? (See ICC Staff Ex. 5.0, 20:449-21:459.)    209 

A. While Staff never acknowledges or addresses the inconsistency with respect to how 210 

delivery service rates are set for similar services, it seems to suggest that Rider SBO and 211 

Rider PORCB are different because the SBO credit is paid to customers, while the 212 

percentage based charge would be charged to RESs.  (Id., 5.0, 20:449-452.)  It is truly 213 

unclear what distinction Staff is attempting to draw here, as to some extent, charges to 214 

RESs and credits to customers are borne by customers.  Furthermore, Staff seems to 215 

suggest that the fixed Rider SBO credit is not a valid comparison because it is based on 216 

“the costs ComEd avoids by not having to bill a retail customer ... .” (Id., 20:452-21:459.) 217 

Putting aside the methodology for the computation of the Rider SBO credit, I would only 218 

note that like the fixed Rider SBO credit, the charge for providing Rider PORCB service 219 

should reflect the fixed nature of the underlying costs. 220 

Q. In supporting Staff’s proposed 0.68% charge for the recovery of start-up and 221 

administrative costs, Dominion opines that “the larger segments, C&I, are more 222 

profitable than the residential and small commercial mass market segments.  223 

Therefore, the larger segments are able to bear administrative costs better than the 224 

smaller segments.”  (Dominion Ex. JC-2.0, 9:199-10:210.)  Is this an appropriate 225 

justification for the adoption of a percentage-based charge? 226 

A. No.  It is an absolutely inappropriate rationale, as it results in unreasonable differences in 227 

the amounts a RES is charged for the provision of the same service to each of its 228 

customers, when ComEd’s start-up and administrative costs to provide such service do 229 

not vary based on the amount of the receivables purchased.  Moreover, Dominion 230 
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provides no support for this opinion or any comparisons of the profit margins associated 231 

with sales to high or low use customers to determine whether RESs could actually bear 232 

the proposed 0.68% charge.  Lastly, the implicit and erroneous assumption is that there 233 

are not alternatives to Rider PORCB for RESs serving large non-residential customers, 234 

which the switching statistics plainly refute.   235 

Q. Staff suggests that if the Commission finds a fixed charge appropriate, the 236 

Commission would have to speculate what the level of the appropriate fixed fee 237 

should be in order to avoid the “inequities inherent in a flat fee that does not take 238 

into account the level of the receivables being sold to ComEd.”  (ICC Staff Ex. 5.0, 239 

18:391-19:412.)  How does ComEd respond? 240 

A. Unlike Staff, ComEd has already worked with ICEA, RESA and CUB to determine the 241 

reasonable level of the fixed charge.  Further, the inequities perceived by Staff are neither 242 

inequities nor a reasonable basis for differentiating charges for the recovery of start-up 243 

and administrative costs, as such charges do not vary with the receivables purchased.  244 

Following Staff’s logic, the Commission should set delivery services rates such that they 245 

charge high use commercial and industrial customers with higher profits rates that are 246 

above ComEd’s cost of service because doing so will have a proportionately lower 247 

impact on them. 248 

Q. Staff also suggests that if the Commission views the proposed 0.68% charge as too 249 

high, it should consider using a 0.44% cost recovery charge because “[it] is the level 250 

that would have been in place had the Commission adopted Staff’s proposal to keep 251 

the initial AIU discount rate at the 1.5% level.”  (ICC Staff Ex. 5.0, 19:413-429.)  Is 252 
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there any basis for adopting a 0.44% charge for the recovery of start-up and 253 

administrative costs? 254 

A. No.  There is no more support offered for applying a 0.44% charge, which evidently was 255 

previously rejected by the Commission, than has been offered for applying a 0.68% 256 

charge.  Staff has suggested on several occasions that cost recovery from RESs is a goal 257 

(see, e.g., id., 1:17-18), yet has not worked with RESs to determine what a reasonable 258 

percentage would be for each of the classes.  Of course, this is not to suggest that ComEd 259 

believes a class based differentiation or percentage charge would be appropriate.  Rather, 260 

it merely underscores the lack of support that Staff’s proposed percentage charge has in 261 

the RES community which, in turn, brings in to question how extensively PORCB 262 

service will be used.  Indeed, the only supporter Staff can and does cite is Dominion, 263 

which offers as its primary position the notion that start-up and administrative costs 264 

should be socialized. 265 

Q. With respect to Dominion’s proposal to credit any late payment charges collected by 266 

ComEd against the bad debt portion of the discount rate, how does Dominion 267 

respond to your rebuttal testimony on this matter? 268 

A. Dominion offers no response in its rebuttal testimony, other then to note that it would be 269 

beneficial if any such payments were credited.  (Dominion Ex. JC-2.0, 10.)   Dominion in 270 

no way responds to the fact that it would be inappropriate to reduce the bad debt portion 271 

of the discount rate for any late fees paid, when RESs will not be exposed to any risk of 272 

late payment under Rider PORCB – only ComEd will be.  Further, Dominion continues 273 

to ignore late payment fees that are not collected by ComEd.   274 
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In essence, in light of its proposal to socialize start-up and administrative costs 275 

and reflect late fee payments in the discount rate, it appears that Dominion is not content 276 

with just avoiding any of the costs to provide Rider PORCB service, but actually wants to 277 

be paid for taking such service. 278 

3. Scope of Rider Recoverable Costs 279 

Q. In its rebuttal testimony, how does Staff respond to ComEd’s concerns regarding 280 

the proposal to impose a December 31, 2011 cutoff on capital investments?  (See 281 

ICC Staff Ex. 5.0, 21:462-25:549.) 282 

A. On a positive note, Staff appears to clarify its position with respect to cost recovery, as it 283 

no longer appears to be implying that any cost incurred after December 31, 2011 should 284 

be recovered through delivery services rates – or at least, it is not foreclosing rider 285 

recovery in the future.  (Id., 24:537-25:548, 27:617-620.) 286 

Nevertheless, Staff appears to be content that further litigation regarding cost 287 

recovery will be required before any investments to be made after December 31, 2011 288 

can be pursued.  ComEd sees no benefit in requiring more costly and burdensome 289 

litigation and negotiations, especially considering that such matters can be addressed and 290 

resolved in this case as agreement has already been reached with ICEA, RESA and CUB 291 

on the matter.  While Staff expresses, for the first time, its appreciation for the work that 292 

has gone into developing a cost recovery mechanism that has the support of ICEA, RESA 293 

and CUB (id., 27:612-613) – and ComEd is grateful for the acknowledgement – it is not 294 

reasonable to expect the parties to keep repeating this exercise.  Further, in light of 295 

Dominion’s testimony in this proceeding, it is unclear whether agreement will be 296 

obtainable in the future.     297 
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Q. Has Staff clarified its proposal to true-up capital expenditures after the end of a ten-298 

year recovery period? 299 

A. Yes.  Staff has clarified that it is not seeking to disturb the operation of the POR 300 

Adjustment, as ComEd previously construed Staff’s testimony.  (Id., 26:585-27:605.)   301 

Q. Can you put Staff’s proposal, as now reflected in its rebuttal testimony, into 302 

perspective? 303 

A. Yes.  As Staff correctly surmised, ComEd’s disagreement with Staff’s proposal to impose 304 

a ten-year recovery period stemmed from its objection to the proposed December 31, 305 

2011 cutoff on capital investments.  (ICC Staff Ex. 5.0, 25:557-559.)  While Staff’s 306 

proposal, which includes a cutoff of capital investments at December 31, 2011 in order to 307 

effectuate a ten-year recovery period, is less disruptive than previously regarded by 308 

ComEd, it nevertheless fails to clear the path for future investment the stakeholders may 309 

deem necessary to make Rider PORCB a success. 310 

Q. Staff suggests that ComEd Ex. 3.5 (Corrected) reflects an “[e]xpansion of the 311 

specific costs to be recovered ... .”  (ICC Staff Ex. 7.0, 2:29.)  Is this correct? 312 

A. No, not at all.  ComEd Ex. 3.5 (Corrected) reflects ComEd’s attempt to respond to Staff’s 313 

call for greater clarity regarding the categories of recoverable costs, while correcting for 314 

the numerous errors in Staff’s proposals that I identified in my rebuttal testimony.  315 

Unfortunately, in light of ComEd’s agreements with other parties and the need to 316 

maintain consensus on this tariff language, ComEd was unable to provide a more 317 

thorough explanation of the technical corrections that are also reflected in ComEd Ex. 3.5 318 

(Corrected), which I will provide now.  319 



 

Docket No. 10-0138 Page 15 of 24 ComEd Ex. 6.0 

With respect to the Administrative and Operational Costs and Billing Systems 320 

Administrative and Operational Costs definitions, Staff claims that ComEd has expanded 321 

the scope of these rider recoverable costs appear to be based, in part, on the introduction 322 

of the phrase “communication and educational activities.”  What Staff fails to recognize, 323 

however, is that this phrase more accurately characterizes expenses associated with 324 

educating Rider PORCB users.  Staff, in both direct and rebuttal testimony, proposes the 325 

phrase “staffing required to address questions from RES and others regarding the PORCB 326 

Program” (see id., 8:147-148; ICC Staff Ex. 3.0, 5:109-110), which is rejected in ComEd 327 

Ex. 3.5 (Corrected) because it inappropriately limits the cost of educating RESs to the 328 

recovery of “staffing costs.”  For example, Staff’s proposed language, if adopted, would 329 

inappropriately deny rider recovery of written educational materials that ComEd may 330 

have printed, which in turn may result in a misallocation of the expenses from RESs 331 

using Rider PORCB to all delivery services customers.  Staff has offered no explanation 332 

as to why such costs should not be considered administrative costs, as that term is used in 333 

Section 16-118(c) of the PUA. 334 

Similarly, in an effort to respond to Staff’s desire to be more descriptive of the 335 

categories of costs that ComEd seeks to recover from and allocate to RESs, ComEd also 336 

included the phrases “implementation and operation of employee training and 337 

procedures” and “operating and maintenance activities” to further describe POR-related 338 

and CB-related expenses, which Staff also cited as examples of expansion.  (ComEd Ex. 339 

3.5 Corrected.)  To the extent that these costs are incremental expenses related to either 340 

POR or CB, these costs are appropriately allocated to and recovered from RESs.  Again, 341 
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Staff offers no rationale for their exclusion from the rider or, in turn, why they should be 342 

recovered from delivery services customers through delivery services rates. 343 

Q. In support of its proposed definitions of the recoverable expenditures, Staff 344 

indicates that the definitions it proposed were approved by the Commission and 345 

“have been in operation” for AIU since October 2009.  (ICC Staff Ex. 7.0, 3:45-46.)  346 

Is this a valid characterization or basis for rejecting ComEd’s proposed revisions to 347 

PORCB, as reflected in ComEd Ex. 3.5 (Corrected)? 348 

A. No.  ComEd was not a party to those proceedings.  Therefore, it is unclear whether AIU 349 

and ComEd would agree as to what the relevant and appropriate incremental costs are 350 

that should be allocated to, and recovered from, RESs using PORCB service.  It is also 351 

unclear whether there are any costs that AIU might seek to recover through its delivery 352 

services rates, which ComEd might suggest should be allocated to, and recovered from, 353 

RESs using PORCB service.  Indeed, Staff’s proposal in that case to reduce the return on 354 

investments recovered through the AIU rider mechanism certainly would seem to 355 

inappropriately encourage AIU to seek recovery through delivery services rates, where 356 

the return on investment is higher, regardless of whether such costs should be allocated 357 

to, and recovered from, RESs using PORCB service. 358 

Q. For the first time in this proceeding, Staff suggests that the phrase “but not limited 359 

to” should be removed from the sentence outlining the examples of recoverable costs 360 

because it “leaves the door open for the recovery of any type of costs under the 361 

PORCB Program.”  (ICC Staff Ex. 7.0, 4:63-69.)  How does ComEd respond? 362 

A. Staff is reading the phrase “but not limited to” out of context.  While the inclusion of the 363 

“but not limited” phrase does not preclude specific categories of expenses from recovery 364 
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through the rider, the overarching definition of such costs does limit the types of costs 365 

recoverable to those “incremental expenses incurred by or for the Company after 366 

[effective date of this rider, 2010], associated with the purchase of RESs’ receivables,” as 367 

shown in the following excerpt from ComEd Ex. 3.5 (Corrected): 368 

Administrative and Operational Costs 369 
Administrative and Operational Costs (AOCs) mean incremental 370 
expenses incurred by or for the Company after [effective date of this 371 
rider, 2010], associated with the purchase of RESs’ receivables for the 372 
electric power and energy supply service provided by RESs to residential 373 
retail customers and other retail customers that establish demands for 374 
electricity that are less than 400 kW. Such incremental expenses include, 375 
but are not limited to, ongoing incremental costs incurred by the 376 
Company associated with such purchases of receivables for (a) 377 
operating and maintenance (O&M) activities, (b) electronic exchange of 378 
data, (c) participation in regulatory proceedings, (d) financial tracking, 379 
audit, and reconciliation activities, (e) implementation and operation of 380 
employee training and procedures, (f) communication and educational 381 
activities, and (g) net actual uncollectible costs. AOCs may not include 382 
any expenses that are otherwise recovered under other effective tariffs. 383 

 384 

The inclusion of the “but not limited to” phrase is important because it enables 385 

meaningful examples of the categories of costs recoverable to be provided to set 386 

reasonable expectations, without causing reconciliation proceedings from degenerating 387 

into debates as to whether a particular cost fits or does not fit into a category listed.   388 

Q. Does this mean that the list of the categories of costs recoverable included in the 389 

definition is meaningless? 390 

A. Absolutely not.  The list is meaningful, as it is the clearest articulation of the categories of 391 

costs that may be recovered.    392 

Q. So, do other ComEd tracking riders contain the phrase “including but not limited 393 

to” in their definitions of the costs recoverable through the riders? 394 
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A. Yes.  Every one of ComEd’s tracking riders contains the phrase “including but not 395 

limited to,” including:  Rider PE – Purchased Electricity approved in Docket No. 10-396 

0336; Rider ECR – Environmental Cost Recovery Adjustment approved in Docket No. 397 

05-0597; Rider AMP – Advanced Metering Program Adjustment approved in Docket No. 398 

09-0263; Rider EDA – Energy Efficiency and Demand Response Adjustment (“Rider 399 

EDA”) approved in Docket No. 07-0540 and recently revised in Docket No. 10-0091.  400 

Q. Does Section 16-118(c) limit the categories of costs to be recovered from RESs 401 

through the discount rate applied? 402 

A. No.  ComEd’s legal position is that there is no limit on the categories of costs that are to 403 

be allocated to, and recovered from, RESs through the discount rate.  Section 16-118(c) 404 

of the PUA requires “any reasonable start-up costs and administrative costs associated 405 

with the electric utility's purchase of receivables” to be allocated to, and recovered from, 406 

RESs through the discount rate.  ComEd will brief this matter further as needed. 407 

Q. Is ComEd at risk of not recovering its costs when it seeks their recovery through 408 

Rider PORCB? 409 

A. Yes.  To some extent, there is regulatory risk associated with all recoveries sought 410 

through riders.  But, there is far more risk associated with the dual rider mechanism 411 

ComEd has proposed in this case than with other riders.   412 

The dual Rider PORCB and Rider RCA cost recovery mechanisms are not just 413 

cost-tracking riders, providing cost recovery between rate cases.  They also require 414 

ComEd, initially, to render some judgment concerning the appropriate allocation of start-415 

up and administrative costs to RESs using Rider PORCB in fulfillment of the 416 

requirements of Section 16-118(c) of the PUA.  With the particularly long reconciliation 417 
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periods proposed in this docket by both Staff and ComEd; no proposed time limit on the 418 

reconciliation periods themselves; and the fact that reconciliation proceedings are 419 

notoriously long and drawn out, even when there are no issues, it will be several years 420 

before the Commission rules on whether an allocation of a particular cost to RESs under 421 

Rider PORCB is actually recoverable through the rider mechanism.  During this time 422 

period, ComEd may forgo opportunities to recover such costs through other means, such 423 

as delivery service rate cases.  As a result, to the extent there are any disagreements in the 424 

future as to whether certain costs that are reasonable and prudently incurred are properly 425 

allocated to RESs, recovery of some or all of these costs may be lost or trapped forever.  426 

Therefore, there is a clear incentive for ComEd to allocate and recover its costs wisely. 427 

Q. With respect to deferred costs, is Staff suggesting that costs that ComEd has 428 

deferred for recovery require pre-approval by the Commission before they can be 429 

recovered through the rider?  (ICC Staff Ex. 7.0, 5:95-6:103.) 430 

A. It is unclear why Staff raises this point now, for the first time, as it has not proposed any 431 

tariff language requiring such pre-approvals heretofore and does not expressly propose 432 

that pre-approvals be obtained. 433 

Q. Has ComEd been required to obtain pre-approvals as a condition of rider recovery 434 

for other expenses? 435 

A. No.  In fact, Rider EDA provides for the recovery of costs associated with ComEd’s 436 

Energy Efficiency and Demand Response Plan incurred after the effective date of the 437 

legislation requiring such plans.  It is my understanding that costs incurred after that date   438 

were deferred and recovered through that rider.  Moreover, no questions regarding the 439 

need for pre-approval were raised by Staff or any other party in the first reconciliation 440 
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proceeding for that rider (Docket No. 09-0378).  Similarly, just a few months ago, 441 

ComEd obtained approval to recover the costs of its on-bill financing program through 442 

Rider EDA, which also provided for the recovery of costs incurred after the effective date 443 

of the legislation requiring that program (Docket No. 10-0091).  Again, there was no 444 

need established for a pre-approval to defer costs set for recovery through that rider 445 

mechanism.  Therefore, it is unclear why a pre-approval process would be needed. 446 

Q. With respect to Net Actual Uncollectible Costs (“NAUC”), Staff has accepted the 447 

formula that ComEd proposed in ComEd Ex. 3.5 (Corrected) to clarify the 448 

calculation of these costs, but continues to propose the inclusion of its definition of 449 

this cost in Rider PORCB.  (ICC Staff Ex. 7.0, 9:195-203.)  How does ComEd 450 

respond? 451 

A. While the inclusion of a definition in addition to ComEd’s formula seems to create a bit 452 

of a redundancy, ComEd has no objections to Staff’s proposal.  However, the definition 453 

of NAUC proposed in Staff’s direct testimony (see ICC Staff Ex. 3.0, 5:128-132) is 454 

applicable during “the calendar year”, while Staff’s rebuttal accepted ComEd’s formula 455 

for NAUC, which is applicable during “the prior POR Application Period.”  Thus, there 456 

is an inconsistency in Staff’s proposal, which ComEd suggests be resolved by using “the 457 

prior POR Application Period” in Staff’s definition. 458 

B. Commission Review and Reconciliation 459 

Q. Do you agree with Ms. Ebrey’s proposal that “[t]he Commission direct ComEd to 460 

evaluate the CB Adjustment rate in effect for the first Application Period when they 461 

file the first annual report as provided for in Rider PORCB, Original Sheet 399.  462 

Based on the total costs included in that annual report, ComEd should confer with 463 
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Staff to determine if an interim revision to the CB adjustment rate is necessary”? 464 

(ICC Staff Ex. 7.0, 15:320-324.)  465 

A. Yes.  ComEd looks forward to working with Staff on these issues. 466 

III. Rate BES, Rate BESH, Rate RDS, Rate RES and Rate MSPS 467 

Q. Has Staff withdrawn its proposal to reject ComEd’s proposed switching rules, 468 

which include the ability of customers to rescind?   469 

A. It appears that Staff has withdrawn its proposal, which would have effectively pulled the 470 

rug out from under ComEd’s implementation efforts and undermined the effectiveness 471 

and relevance of the ORMD workshop process, provided that certain findings are made.  472 

(See ICC Staff Ex. 5.0, 29:648-30:690.)  I would summarize Staff’s conditions as 473 

requiring a finding that the adoption of ComEd’s proposed switching rules in this 474 

proceeding should not have any bearing on the resolution of related issues in the Part 412 475 

rulemaking proceeding (Docket No. 09-0592).  ComEd agrees that such findings are 476 

reasonable. 477 

Q. In light of Staff’s withdrawal of its proposed rejection of the proposed switching 478 

rules, is ComEd able to withdraw its proposed revision to Rider PORCB, which 479 

would set the start date for service to “[n]o later than April 1, 2011”? 480 

A. No.  RESA has entered its support for Staff’s former proposal to reject ComEd’s 481 

switching rules.  (RESA Ex. 1.0, 4:64-67.)  Therefore, in the event the Commission 482 

rejects ComEd’s proposed switching rules, ComEd proposes the adoption of this 483 

language, as set forth in ComEd Exhibit 3.5 (Corrected). 484 

Q. RESA notes that it never agreed to ComEd’s proposed switching rules.  (RESA Ex. 485 

1.0, 12:240-243.)  Is this correct? 486 
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A. Yes.  The proposed switching rules are not a part of the settlement agreement with RESA 487 

and ICEA. 488 

Q. With respect to its proposed revisions to 1st Revised Sheet No. 48 of ComEd’s 489 

proposed revisions to Rate RDS (ComEd Ex. 1.7), has Staff offered any response to 490 

your rebuttal testimony (see ComEd Ex. 3.0, 27:654-28:673) or any additional 491 

support in its rebuttal testimony (See ComEd Ex. 6.0, 1:13-2:46)? 492 

A. No.  ComEd opines that “[t]he fact that applicants for new service are not eligible to sign 493 

up with a RES when initiating new service is a significant provision of ComEd’s Rate 494 

RDS that those less familiar with ComEd’s ratebook, such as RES and CSD staff 495 

assisting customers, should be able to clearly understand this provision without referring 496 

to multiple pages of ComEd’s ratebook, Illinois law or Illinois administrative code.” (ICC 497 

Staff Ex. 6.0, 2:23-28.)  Thus, it would appear that Staff’s proposed changes are intended 498 

to enable a layman to pick up this single sheet in ComEd’s ratebook and obtain from it a 499 

full and complete understanding of this provision without referring to any other materials. 500 

Staff sets an unrealistic expectation of tariff language.  There likely is not a single 501 

tariff sheet in ComEd’s or any other utility’s ratebook that can be read without having to 502 

reference other materials to obtain a full and complete understanding.  Indeed, the terms 503 

used on tariff sheets are typically defined elsewhere in the ratebook, which in ComEd’s 504 

case would be the General Terms and Conditions.  With respect to the paragraph that 505 

Staff seeks to change, there are at least three other terms (e.g., “retail customer,” “Watt-506 

Hour Delivery Class,” and “Small Load Delivery”) that Staff does not address in its 507 

proposed changes and that must be looked up to obtain a full understanding of this 508 
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provision – that is assuming a layman would even be able to locate the provision 509 

independently.  Thus, Staff’s own proposal does not accomplish its stated goal.   510 

It should be noted that this provision is not the product of Illinois law or the 511 

Illinois Administrative Code and that no RES or association representing a RES has 512 

expressed any concern that this proposed language is ambiguous in any way.  Moreover, 513 

ComEd witness Mr. Mittelbrun has testified that considering the complexity of these 514 

matters, ComEd will be producing revised Handbooks that will be made available to all 515 

customers, RESs, and Staff. 516 

Q. What is ComEd’s response to Staff’s proposed revisions to Original Sheet No. 400 of 517 

Rider PORCB?  (See ICC Staff Ex. 6.0, 3:47-66.)  518 

A. ComEd has no objections to the inclusion of Staff’s proposed language, but notes that 519 

there are minor inconsistencies between the terminology employed in Staff’s proposal 520 

and the terminology used in ComEd’s tariffs that require correction as part of the 521 

compliance filing process. 522 

Q. Does ComEd have any concerns regarding the proposed tariff language revisions 523 

presented by Staff? 524 

A. Yes.  In an effort to narrow the issues and avoid burdening the testimony with editorial 525 

matters, ComEd requests that in the event that the Commission adopts tariff revisions 526 

suggested by Staff, ComEd be allowed to work with Staff to reflect Staff’s revisions in a 527 

manner that is consistent with the formatting and style presented in the remainder of its 528 

Schedule of Rates (i.e., ratebook).  For example, to the extent possible, ComEd’s tariffs 529 

are written in present tense and use of the words “will” and “shall” are avoided.   530 
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IV. Billing Inserts 531 

Q. Has Staff withdrawn its proposal to require ComEd to include RES bill inserts for 532 

those RESs using Rider PORCB? 533 

A. Yes, it has.  (See ICC Staff Ex. 5.0, 31:693-712.)   534 

Q. Have any other parties entered their support for the proposal Staff has withdrawn? 535 

A. Yes.  Dominion has entered support for Staff’s now withdrawn proposal, but enters no 536 

direct response to my rebuttal testimony on this proposal.  (See Dominion Ex. JC-2.0, 537 

13:272-279.)  Therefore, ComEd’s testimony on this matter remains un-rebutted. 538 

Q. Does this conclude your surrebuttal testimony? 539 

A. Yes. 540 


