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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. Please state your name and business address. 3 

A. My name is Ronald E. Donovan.  My business address is 1919 Swift Road, Oakbrook, 4 

Illinois 60521 5 

Q. By whom are you employed and in what capacity? 6 

A. I am Vice President, Customer Business Transformation and Technology for 7 

Commonwealth Edison Company (“ComEd”). 8 

B. Purposes of Testimony 9 

Q. What are the purposes of your testimony? 10 

A. My supplemental direct testimony presents and supports two cost studies that ComEd 11 

performed for its customer services costs, which have also been referred to as customer 12 

care costs.  The first, entitled the Switching Study, analyzes the costs ComEd incurs in 13 

providing customer services to determine if these costs are sensitive to customers 14 

switching to a retail electric supplier (“RES”) from ComEd.  The second, entitled the 15 

Allocation Study, examines the costs ComEd incurs in providing customer services and 16 

allocates these costs between delivery and supply. 17 

C. Summary of Conclusions  18 

Q. In summary, what are the conclusions of your testimony? 19 

A. The results of both the Switching Study and the Allocation Study are set forth in the 20 

tables included with my testimony as ComEd Exhibits 19.1 and 19.2, respectively.  The 21 

Switching Study shows that there is virtually no reduction in ComEd customer services 22 
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costs when ComEd’s supply customers switch to RES supply.  As explained in the 23 

supplemental direct testimony of Mr. Garcia, ComEd does not believe that the Allocation 24 

Study, which found that 82% of ComEd’s customer services costs are allocated to 25 

delivery services, should be employed because ComEd realizes virtually no cost savings 26 

when its supply customers switch to a RES.   27 

D. Background and Experience 28 

Q. Mr. Donovan, please summarize your duties and responsibilities in your current 29 

position. 30 

A. I am responsible for transformation of our customer service interface model through the 31 

identification, development, and application of technology to enhance our customers’ 32 

experience. This includes the development of ComEd’s eChannel strategy, including the 33 

use of the World Wide Web, voice response technologies, automated and electronic 34 

billing, eservices, social media and the application of smart grid technologies such as an 35 

advanced metering infrastructure.  In addition, I am responsible for revisions to our 36 

Customer Information Management System (“CIMS”) to accommodate regulatory or 37 

legislative process changes as well as internally generated process improvements.  I also 38 

oversee the activities of the Customer Strategies and Support activities and our Customer 39 

Relations activities. 40 

Q. Prior to your current position, what other positions did you hold at ComEd? 41 

A. Prior to my current position, I served as Director of Asset Performance and Investment 42 

Strategy, where I oversaw the assessment of the material condition of ComEd’s delivery 43 

system, the development of life cycle strategies for delivery equipment and facilities, 44 

tools to optimize transmission and distribution expenditures, the development of long-45 
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term capital requirements, and the delivery system research program.  Prior to that I 46 

served as Director Distribution Capacity Planning for Exelon Energy Delivery, which 47 

included responsibilities for both ComEd and PECO.  In this role, I was responsible for 48 

managing the development of short-term and long-range load forecasts for the electrical 49 

distribution systems of both ComEd and PECO and the development of plans to 50 

reconfigure or add capacity to the distribution system to ensure reliable service under 51 

normal and emergency conditions.  Before this, I was the Director of Distribution 52 

Engineering for ComEd in Chicago.  In this position, I was responsible for managing 53 

electrical distribution design engineering activities, the development of construction, 54 

engineering and maintenance standards, and the selection of distribution equipment. 55 

Prior to that, I have held a number of engineering positions with ComEd.  I was 56 

Director of Transmission Distribution Lines Engineering, where I was responsible for 57 

managing electrical transmission and distribution design activities; developing 58 

maintenance standards and practices; directing equipment purchases; creating design 59 

standards; and maintaining engineering expertise.  Prior to that, I was Director of the 60 

Electric Supplier Services Department (“ESSD”), where I was responsible for providing 61 

services to the Retail Electric Suppliers (“RESs”) that were beginning to do business in 62 

the ComEd service territory.  Other positions I have held include Project Manager of 63 

Customer Choice, Regional Manager of Customer Design and Construction, and 64 

Technical Analysis Manager. 65 

Q. Mr. Donovan, what is your educational background? 66 

A. I have a Bachelor of Science degree in electrical engineering from the University of 67 

Illinois - Urbana, and a Masters of Business Administration from Aurora University. 68 
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Q. Do you hold any professional designations and memberships? 69 

A. Yes.  I am licensed as a professional engineer by the State of Illinois.  I am also a Senior 70 

Member of the Institute of Electrical and Electronic Engineers. 71 

II. General Description of the Cost Studies 72 

A. Common Elements of Both Studies 73 

Q. Did the cost studies share any common elements? 74 

A. Yes.  Because each study is based on an examination of historic costs for a 2009 test 75 

year, both studies rely on the same identification of customer services costs and the 76 

grouping of those costs into distinct categories. 77 

Q. Can you please describe these costs and their categorization in more detail? 78 

A. Yes.  ComEd identified the costs to be reviewed for purposes of the studies as the 2009 79 

direct operating and maintenance (“O&M”) costs that were submitted in ComEd’s recent 80 

rate case filing on June 30, 2010.  See Commonwealth Edison Co., Dkt. No. 10-0467.  81 

ComEd also determined that it would review the O&M costs incurred by its various 82 

departments that provide customer services, described in more detail below, under the 83 

assumption that RES supplied customers receive separate bills from ComEd and the RES.   84 

Specifically, ComEd first reviewed the 2009 direct O&M costs as reflected in 85 

ComEd’s 2010 Rate Case filing and identified all of the costs that could be related to 86 

providing customer services.  The costs ComEd identified for review total $176,231,365.  87 

These costs are grouped into the following functional categories that are derived from 88 

ComEd’s Embedded Cost of Service Study (“ECOSS”) filed in this case on June 30, 89 

2010:  (1) $100,041,678 for billing – computation and data management; (2) $19,175,961 90 

for bill issue and processing; (3) $8,963,959 for customer information; and (4) 91 
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$48,049,417 for metering services.  See Commonwealth Edison Co., Dkt. No. 10-0467, 92 

ComEd Ex. 22.1, Sch. 1a, pp. 9, 12.  These costs are categorized further by department, 93 

as described in my testimony below and reflected in ComEd Exs. 19.1 and 19.2.  94 

Second, although ComEd appropriately identified some costs as customer services 95 

costs and therefore within the scope of the initial analysis, certain of these costs were 96 

excluded from ComEd’s detailed analysis presented here because they undisputedly 97 

relate to ComEd’s delivery service.  In particular, ComEd excluded costs incurred by 98 

Metering Services ($48,049,417) and Advertising ($2,339,560).  I explain in detail below 99 

why these costs relate solely to ComEd’s delivery service. 100 

Third, the remaining $125,842,388 was itemized by department, and ComEd 101 

determined that approximately 99% of these costs were in departments that had costs 102 

totaling an amount equal to or greater than $100,000.  As a result, ComEd established a 103 

minimum threshold of $100,000 for the departmental costs to be considered in the study.  104 

Collectively, there were $586,090 in costs from individual departments that did not meet 105 

the threshold of $100,000 and, therefore, were not analyzed.  This left a total of 106 

$125,256,298 in costs that were analyzed in ComEd’s studies, as reflected in the tables 107 

attached as ComEd Exs. 19.1 and 19.2.   108 

Under the fourth and final step, ComEd applied both a Switching Study analysis 109 

and an Allocation Study analysis to each department’s costs.  110 

Q. What types of services are included in customer services? 111 

A. Customer services encompasses nearly every aspect of a customer’s direct interaction 112 

with ComEd, including Field and Meter Services, billing and mail services, the Customer 113 

Contact Center, Large Customer Solutions, Revenue Management, payment processing, 114 
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and customer relations, as well as costs related to back office support of these functions, 115 

such as project and support services, Information Technology, Demand Management, 116 

Electric Supplier Services, and Market Research.  These services primarily are the 117 

responsibility of customer operations.  The direct costs of these functions are, in most 118 

cases, recorded in the customer section of the Uniform System of Accounts (“USOA”) 119 

accounts on ComEd’s general ledger.  In the case of meters, such costs also are reflected 120 

in the distribution plant and distribution O&M USOA accounts for meters. 121 

Q. Previously you mentioned that certain costs were excluded from your analysis 122 

because they “undisputedly relate to ComEd’s delivery service”.  Can you please 123 

describe these costs and explain how ComEd determined they relate solely to 124 

delivery? 125 

A. Yes.  ComEd identified two categories of customer services costs that relate solely to 126 

delivery – Metering Services and Advertising.  A description of each of these categories 127 

and the basis for the delivery-only determination follows below.  In addition, in the Rate 128 

Design Investigation Docket (see Commonwealth Edison Co., Dkt. No. 08-0532), ComEd 129 

identified two additional categories of customer services costs that relate solely to 130 

delivery: Large Customer Services (now Large Customer Solutions) and Demand 131 

Management.  Because other parties disputed whether these categories were delivery-132 

only, however, ComEd has included them in its analysis at this time.  133 

 Metering Services includes meter reading, meter equipment installation, 134 
exchange and removal, and other services described in ComEd’s Rate 135 
MSPS – Metering Services Provider Service.  ComEd will continue to 136 
install, exchange, and remove meters and continue to read meters for the 137 
purpose of billing electricity supply and delivery charges regardless of a 138 
customer’s choice of electricity supplier.  Also, I understand that the 139 
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Public Utilities Act defines delivery services as including standard 140 
metering and billing services. 141 

 Advertising is a ComEd department that provides instructional 142 
information on outages and storm restorations, electric safety tips, and 143 
conservation of energy in print advertising, radio, newspapers, and 144 
billboards.  ComEd excluded these costs from its studies because it is my 145 
understanding that, consistent with regulatory requirements, all advertising 146 
relates to ComEd’s role as a delivery service provider and will continue 147 
regardless of the level of switching. 148 

Q. With those categories excluded, what categories remain that are subject to the 149 

studies’ analysis? 150 

A. ComEd identified nine primary departments, which represent the business units that 151 

provide the foundation for the analyses.  These are Field and Meter Services, Billing, 152 

Customer Contact Center, Large Customer Solutions, Revenue Management, Revenue 153 

Protection, Demand Management, Electric Supplier Services, and Market Research.  I 154 

explain each of these departments in more detail below.  In addition, ComEd identified 155 

six support departments that provide services to the primary departments.  These include 156 

Information Technology, Finance, Support Services, Performance Assessment, 157 

Regulatory Programs, and Claims.   158 

B. Differences between Cost Studies 159 

Q. How do the methodologies employed by each cost study differ? 160 

A. Although each study (the Switching Study and the Allocation Study) examines ComEd’s 161 

historical customer services costs for the 2009 test year, they diverge in terms of the basis 162 

each employs to determine what costs are attributable to delivery and supply. 163 

Q. How does the Switching Study analyze the customer services costs? 164 
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A. The Switching Study’s methodology examines whether the customer services costs are 165 

sensitive to customers switching from ComEd supply to RES supply to determine what 166 

costs, if any, are directly related to ComEd’s delivery service.  ComEd used the same 167 

assumptions set forth in the Rate Design Investigation Docket and examined switching at 168 

the current level, which is roughly 1%, as well as at the 10% and 100% levels.1  In sum, 169 

this approach is designed to show what ComEd costs, if any, would be eliminated at 170 

different switching levels.  171 

Q. Why did ComEd examine three levels of customer switching? 172 

A. In 2009, which is the year the costs reviewed were actually incurred, the rate of switching 173 

was approximately 1%.  Although switching levels of 10% or 100% are not expected in 174 

the near future, ComEd nevertheless analyzed the impact on customer services costs at 175 

these switching levels to illustrate potential longer run impacts. 176 

Q. What methodology does the Allocation Study employ? 177 

A. The Allocation Study, on the other hand, is based more on assumptions that are unrelated 178 

to ComEd’s actual customer service operations.  Under this approach, ComEd had to 179 

develop “base allocators,” each of which represents a methodology to apportion a 180 

department’s costs between delivery and supply.  181 

Q. Can you please identify and explain these base allocators in more detail? 182 

A. Yes.  Based on consultations with the primary departments, ComEd developed the 183 

following four base allocators, which were selected and applied to the costs in a 184 

                                                 
1 As of December 31, 2009, the percentage of all ComEd delivery services customers switching was 1.4%, 

which accounted for 49.8% of kWhs supplied.  Among ComEd’s non-residential delivery services customers, the 
figures were 14.3% and 74.8%, respectively.  See Electric Switching Statistics available at 
http://www.icc.illinois.gov/electricity/switchingstatistics.aspx.   
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department, as appropriate, to determine the apportionment of the costs between delivery 185 

and supply: 186 

 Direct Allocation:  Where it was clear that a particular cost in a given 187 
department was solely related to delivery (e.g., calls to the Customer 188 
Contact Center regarding outages), such costs were allocated 100% to 189 
delivery. 190 

 Company Revenue Allocation:  This allocator is applied when the 191 
underlying work is driven primarily by the total amount of dollars owed to 192 
ComEd, such as in the case of Revenue Management where disconnection 193 
activities are based on the total amount of dollars owed.  Based on the 194 
delivery and supply revenues for the 2009 test year, ComEd calculated the 195 
Company Revenue Allocation as 38.4% delivery and 61.6% supply. 196 

 Bill Calculation Allocation:  This allocator is utilized for costs related to 197 
determining or explaining the line items on a bill and is applied to work 198 
performed in calculating bills for customers who receive delivery and 199 
supply from ComEd.  It is based on the number of line items on a typical 200 
residential bill.  Based on a review of a sample of 20 representative bills, 201 
ComEd found that of the 12 lines of charges, taxes and other, 9 related to 202 
delivery and 3 related to supply, resulting in a Bill Calculation Allocation 203 
of 75% delivery and 25% supply.   204 

 Bill Print, Mailing and Imaging Allocation:  This allocator was applied 205 
to the Billing department’s bill print, mailing and imaging costs.  Like the 206 
Bill Calculation Allocation, ComEd selected a representative residential 207 
bill as the basis for its analysis, and then calculated the surface area of the 208 
bill that was dedicated to supply and delivery charges.  Where areas of the 209 
bill were shared between delivery and supply (i.e., total amount due), 210 
ComEd determined the apportionment using the weighted average of the 211 
surface area as calculated by the dedicated supply and delivery portions of 212 
the bill.  As a result, ComEd calculated the Bill Print, Mailing and 213 
Imaging Allocation as 83% delivery and 17% supply. 214 
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III. Findings of the Cost Studies 215 

A. Primary Departments Analysis 216 

1. Field and Meter Services 217 

Q. What functions does ComEd’s Field and Meter Services department perform? 218 

A. The Field and Meter Services department is responsible for all aspects of installation, 219 

investigation, replacement, testing, disconnection and reconnection of meters for all of 220 

ComEd’s customers. 221 

Q. What Field and Meter Services costs were included in the studies? 222 

A. In addition to the costs of providing the metering services described earlier that are 223 

undisputedly related to ComEd’s delivery service and therefore directly allocated to 224 

delivery service, ComEd’s Field and Meter Services department reviewed $6,326,077 of 225 

its costs relating to the disconnection of meters as a result of non-payment, or 226 

uncollectible accounts, as well as reconnection of meters.  The primary costs relating to 227 

these activities are labor costs.   228 

Switching Study Findings 229 

Q. Is the level of costs for the Field and Meter Services department, as described above, 230 

subject to change depending on the number of customers switching to RES supply 231 

service, whether that switching totals 1%, 10% or 100%? 232 

A. No.  ComEd’s activities relating to disconnection of meters for nonpayment, as well as 233 

reconnection of meters, will continue at the same rate regardless of the level of switching, 234 

and thus ComEd would continue to bear the same costs that it does today.  The activities 235 

of the Field and Meter Services department are directly related to those of Revenue 236 

Management, discussed later in my testimony.  Like the activities related to credit and 237 
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collections, along with disconnections, the activities of this department will not be 238 

affected as switching volumes increase. 239 

Allocation Study Findings 240 

Q. How did ComEd apportion the Field and Meter Services costs? 241 

A. ComEd analyzed the work performed by project code, and assigned, as applicable, costs 242 

to delivery.  As I noted above, 100% of metering services-related work was assigned to 243 

delivery, which included meter exchanges, removals, new business sets and 244 

investigations involving the verification of the accuracy of the meter or interacting with 245 

customers to verify that there is no foreign load or other issues that could be impacting 246 

the measurement of their usage.  With respect to costs related to disconnection for non-247 

payment that were not directly allocated to delivery, ComEd applied the Company 248 

Revenue Allocation to those costs, which is consistent with the Revenue Management 249 

allocation for credit activities. 250 

Q. What was the overall apportionment for Field and Meter Services costs under the 251 

Allocation Study? 252 

A. The Allocation Study calculated that 74% of the Field and Meter Services costs were 253 

delivery related. 254 

2. Billing 255 

Q. What functions does ComEd’s Billing department perform? 256 

A. The Billing department compiles the monthly meter reading data, validates that 257 

information, calculates ComEd charges, and prints and delivers customer bills and 258 
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correspondence.  The Billing department also manages relationships with the vendors that 259 

provide support for some of these functions, including bill printing and mailing.   260 

Q. What Billing department costs were included in the studies? 261 

A. In connection with the studies, ComEd’s Billing department reviewed a total of 262 

$22,155,768 related to its costs of producing customer bills, such as paper, printing, and 263 

postage, and labor costs, which include salaries, overtime pay, and travel. 264 

Switching Study Findings 265 

Q. Is the level of costs for the Billing department, as described above, subject to change 266 

depending on the number of customers switching to RES supply service, whether 267 

that switching totals 1%, 10% or 100% of total customers served? 268 

A. Although the costs do not change at a switching level of 1%, there is a slight decrease in 269 

costs at 10% switching and a corresponding further decrease at 100% switching. 270 

Q. Why is this the case? 271 

A. With switching at any level, regardless of the number of customers that switch to a RES, 272 

the Billing department will continue to have almost the same customer obligations and 273 

corresponding costs it has today.  ComEd still will have the same responsibility of 274 

calculating delivery service charges for all customer bills, including those customers 275 

taking supply from a RES.  In addition, ComEd still will have postage and mail delivery 276 

costs, as well as any corresponding labor costs, for all ComEd mailed bills and any 277 

regulatory mailing that ComEd must send to its customers, regardless of whether any 278 

particular customer has switched to a RES.  The exception to this general rule is that with 279 

increased switching, ComEd will not have the same responsibility for calculating supply 280 
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service charges for all customer bills so long as it is not required to offer a default service 281 

product to customers that have switched to a RES.  Because ComEd will not have 282 

responsibility for calculating these charges, ComEd will not need to process supply rate 283 

adjustments for these charges.  Thus, assuming that ComEd would have no obligation 284 

with respect to default service, we would expect the volume of these corrections to drop 285 

by 10% with 10% switching and 100% at 100% switching, which would result in a 286 

corresponding reduction in costs of $858 and $8,578, respectively, based on 2009 costs. 287 

Allocation Study Findings 288 

Q. How did ComEd apportion the Billing department costs? 289 

A. For purposes of the Allocation Study, ComEd grouped the Billing costs into three major 290 

functional areas.  First, the labor costs associated with work performed on retail delivery 291 

service accounts (customers with a RES) were directly allocated to delivery because a 292 

customer taking service from a RES only receives delivery service from ComEd.  293 

Second, ComEd applied the Bill Print, Mailing and Imaging Allocation to those costs 294 

associated with bill print, mailing, imaging and postage.  Third, ComEd applied the Bill 295 

Calculation Allocation to the remaining costs, which are associated with work performed 296 

in calculating bills for customers who receive delivery and supply from ComEd. 297 

Q. What was the overall apportionment for Billing department costs under the 298 

Allocation Study? 299 

A. The Allocation Study calculated that 81% of the Billing department costs are delivery 300 

related. 301 
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3. Customer Contact Center 302 

Q. What functions does ComEd’s Customer Contact Center perform? 303 

A. The Customer Contact Center is responsible for providing customer contact services for 304 

ComEd’s customers.  The Customer Contact Center handles a wide variety of general 305 

inquiries such as storm and emergency restoration calls, moving and relocation, credit 306 

activities, and general questions generated by the activities of the Field and Meter 307 

Services, Meter Reading, and Billing departments.  The Customer Contact Center handles 308 

these inquiries through multiple channels (i.e., inbound telephone calls, web-related 309 

communications, and written correspondence).  The Customer Contact Center is 310 

supported by (1) an operations group, which, among other functions defines operating 311 

plans, handles long range planning, forecasting, and real-time call volume management, 312 

and manages the budget, and (2) a project management group, which performs audits and 313 

inspections, handles communications relating to projects, manages process improvement, 314 

and implements quality management. 315 

Q. What Customer Contact Center costs were included in the cost studies? 316 

A. In connection with the studies, ComEd’s Customer Contact Center, and its supporting 317 

groups, reviewed a total of $25,855,365 related to their labor costs, which include 318 

salaries, overtime pay, contracting, and travel, as well as miscellaneous operating 319 

expenses, such as office supplies and postage. 320 
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Switching Study Findings 321 

Q. Is the level of costs for the Customer Contact Center, as described above, subject to 322 

change depending on the number of customers switching to RES supply service, 323 

whether that switching totals 1%, 10% or 100%? 324 

A. Although the costs do not change at a switching level of 1%, there is a slight decrease in 325 

costs at 10% switching and a corresponding further decrease at 100% switching. 326 

Q. Why is this the case? 327 

A. We analyzed the millions of calls that ComEd’s Customer Contact Center received in 328 

2009 relating to a wide variety of customer concerns.  The majority of the call volume 329 

(roughly 65%) was related to storm and emergency restorations, moving and relocation, 330 

and general and miscellaneous inquiries.  These types of calls are not affected by 331 

customer switching because they relate to ComEd’s delivery service.  ComEd then 332 

reviewed the impact of customer switching on the remaining 35% of call volume relating 333 

to balance inquiries, payment arrangements and payment verifications.  Customer 334 

switching at a level of 1% has no impact on the costs of the Customer Contact Center 335 

because there are no significant changes in call volume at this switching level that reduce 336 

the labor needed to support regulated service levels.  However, at rates of 10% and 100% 337 

switching, ComEd estimates that a modest amount of the call volume relating to these 338 

activities would be reduced, which would result in a corresponding reduction in labor 339 

costs of $53,100 and $531,002, respectively, based on 2009 costs. This non-linear impact 340 

is due to the nature of the types of customers switching.  Currently, most customers that 341 

switch are non-residential customers having demands of greater than 400 kW.  As 342 

switching increases to 10% or 100%, switching will necessarily involve smaller non-343 
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residential and residential customers, which is likely to have a greater impact on call 344 

volume and the labor needed to support regulated service levels.   345 

Allocation Study Findings 346 

Q. How did ComEd apportion the Customer Contact Center costs? 347 

A. Similar to the Switching Study, the Allocation Study began by examining the types of 348 

calls received by the customer service representatives.  First, calls related solely to 349 

delivery were directly assigned 100% to delivery, which included the following:  calls 350 

related to account maintenance; calls inquiring about customer choice (it is a function of 351 

delivery to provide information concerning customer choice or about existing RES 352 

service); calls regarding moving and relocation, meter reading and outages.  Second, with 353 

respect to calls concerning bill questions (e.g., bill balance or explanation of charges), 354 

ComEd applied the Bill Calculation Allocation.  Third, ComEd applied the Company 355 

Revenue Allocation to the calls concerning credit questions.  Fourth, ComEd determined 356 

the Customer Contact Center Department Allocation – the overall weighted average of 357 

the items that could be assigned to delivery or supply using the three steps previously 358 

outlined in this paragraph – to those calls for which specific descriptions were not 359 

available.   360 

Q. What was the overall apportionment for Customer Contact Center costs under the 361 

Allocation Study? 362 

A. The Allocation Study calculated that 74% of the Customer Contact Center costs were 363 

delivery related. 364 
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4. Large Customer Solutions 365 

Q. What functions does ComEd’s Large Customer Solutions department perform? 366 

A. Large Customer Solutions is a ComEd department that provides account management 367 

services for large customers, which are those customers having demands greater than 400 368 

kW.  These services include billing inquiries, customer collections, demand response, 369 

new service installation, and storm restoration or emergency support.   370 

Q. What Large Customer Solutions department costs were included in the studies? 371 

A. ComEd analyzed the costs for this department in 2009 of $8,091,400, which were 372 

primarily related to labor for account management services.   373 

Switching Study Findings 374 

Q. Is the level of costs for the Large Customer Solutions department, as described 375 

above, subject to change depending on the number of customers switching to RES 376 

supply service, whether that switching totals 1%, 10% or 100% of total customers 377 

served? 378 

A. No. 379 

Q. Why not? 380 

A. Because the provision of electric power and energy supply to customers served by the 381 

Large Customer Solutions department (customers having demands of greater than 400 382 

kW) has been declared competitive by operation of law (see 220 ILCS 5/16-113(f)), these 383 

customers receive their supply services either from a RES or at the default hourly rate in 384 

accordance with Rate BESH – Basic Electric Service Hourly Pricing (with minor 385 

exceptions for Condominium Common Area accounts).  The Commission’s integrated 386 
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delivery company rules prohibit any efforts to obtain or retain customers on default 387 

hourly supply.  We therefore anticipate no reduction in the activities or costs of this 388 

department with increased switching. 389 

Allocation Study Findings 390 

Q. How did ComEd apportion the Large Customer Solutions department costs? 391 

A. Large Customer Solutions reviewed their work functions and determined that they have 392 

two kinds of customer interactions that could support an allocation to supply because 393 

they deal with the total amount of a customer’s bill.  These include (1) answering bill-394 

related questions for customers on Rate BESH and (2) addressing credit and collection 395 

concerns for customers on Rate BESH.  Large Customer Solutions performed a specific 396 

call analysis for each of these two functions and subsequently apportioned some of these 397 

costs to supply. 398 

Q. What was the overall apportionment for Large Customer Solutions department 399 

costs under the Allocation Study? 400 

A. The Allocation Study calculated that 99% of the Large Customer Solutions department 401 

costs are delivery related. 402 

5. Revenue Management 403 

Q. What functions does ComEd’s Revenue Management department perform? 404 

A. The Revenue Management department is responsible for managing the portfolio of 405 

ComEd’s receivables, including credit disconnections and collection policies and 406 

procedures, as well as managing the work of its payment processing vendor, which 407 
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includes activities such as opening mail, creating an electronic image of the payment, and 408 

processing payments to associated accounts within CIMS. 409 

Q. What Revenue Management department costs were included in the studies? 410 

A. In connection with the studies, ComEd’s Revenue Management department reviewed a 411 

total of $10,208,810 related to its labor costs, which include salaries, overtime pay, and 412 

travel, as well as payment processing vendor costs and collection vendor costs. 413 

Switching Study Findings 414 

Q. Is the level of costs for the Revenue Management department, as described above, 415 

subject to change depending on the number of customers switching to RES supply 416 

service, whether that switching totals 1%, 10% or 100% of total customers served? 417 

A. No. 418 

Q. Why not? 419 

A. ComEd’s activities relating to managing the portfolio of service receivables would 420 

continue regardless of the number of customers switching.  ComEd’s Revenue 421 

Management department incurs costs relating to the disconnection of approximately 20-422 

25% of customers who fall behind in their payments.  ComEd estimates that this 423 

percentage of disconnections, and the corresponding costs, would remain steady 424 

regardless of the source of customers’ supply.  In sum, even with more customers 425 

receiving supply service from a RES, ComEd would continue to aggressively manage its 426 

receivables and collection activities in the same manner.  As such, ComEd would 427 

continue to incur the same related costs. 428 
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Allocation Study Findings 429 

Q. How did ComEd apportion the Revenue Management department costs? 430 

A. As described above, most of the Revenue Management department’s functions are 431 

focused on credit disconnections and credit management.  With respect to the positive 432 

identification work associated with the connection of new service, ComEd assigned 433 

100% of those costs to delivery.  ComEd then applied the Company Revenue Allocation 434 

to the remaining Revenue Management department functions, which is consistent with 435 

the Field and Meter Service department service suspension work and the Customer 436 

Contact Center credit work. 437 

Q. What was the overall apportionment for Revenue Management department costs 438 

under the Allocation Study? 439 

A. The Allocation Study calculated that 46% of the Revenue Management department costs 440 

are delivery related. 441 

6. Revenue Protection 442 

Q. What functions does ComEd’s Revenue Protection department perform? 443 

A. The Revenue Protection department focuses on investigating consumption on inactive 444 

meters, meter audits, stuck meters, and tampered meters, as well as back billing of 445 

customers. 446 

Q. What Revenue Protection department costs were included in the studies? 447 

A. In connection with the studies, ComEd’s Revenue Protection department reviewed a total 448 

of $847,053 related to its costs of supplies and labor costs, which include salaries, 449 

overtime pay, and travel. 450 
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Switching Study Findings 451 

Q. Is the level of costs for the Revenue Protection department, as described above, 452 

subject to change depending on the number of customers switching to RES supply 453 

service, whether that switching totals 1%, 10% or 100% of total customers served? 454 

A. No. 455 

Q. Why not? 456 

A. ComEd’s Revenue Protection activities would continue regardless of the number of 457 

customers switching, and as a result, ComEd would continue to incur the same related 458 

costs.  For example, monitoring and investigating consumption on inactive meters is not 459 

dependent on who is supplying the electricity. 460 

Allocation Study Findings 461 

Q. How did ComEd apportion the Revenue Protection department costs? 462 

A. As described above, most of the Revenue Protection department’s work is focused on 463 

properly measuring energy delivery via investigating consumption on inactive meters and 464 

meter audits and management, including back billing of customers.  First, the cost 465 

associated with back billing customers was calculated, and the Bill Calculation 466 

Allocation was applied to these costs, which is consistent with the Billing department 467 

methodologies.  Second, with respect to the remaining Revenue Protection costs, these 468 

were assigned to delivery.   469 
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Q. What was the overall apportionment for Revenue Protection department costs 470 

under the Allocation Study? 471 

A. The Allocation Study calculated that 97% of the Revenue Protection department costs are 472 

delivery related. 473 

7. Demand Management 474 

Q. What functions does ComEd’s Demand Management department perform? 475 

A. Demand Management is a ComEd department that plans and implements programs that 476 

offer ComEd’s customers incentives to change their usage patterns.  In 2009, ComEd’s 477 

Demand Management department incurred $4,741,082 in costs associated with the 478 

programs in place that year.   479 

Q. What Demand Management department costs were included in the studies? 480 

A. The Demand Management costs included departmental labor, external vendors to manage 481 

various programs, and materials to support those programs. 482 

Switching Study Findings 483 

Q. Is the level of costs for the Demand Management department, as described above, 484 

subject to change depending on the number of customers switching to RES supply 485 

service, whether that switching totals 1%, 10% or 100% of total customers served? 486 

A. No. 487 

Q. Why not? 488 

A. ComEd’s demand response programs offered in 2009 or in any subsequent year are 489 

offered on a competitively neutral basis to all customers, regardless of the customer’s 490 
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supply, and, consequently, there were no impacts to the associated costs when customers 491 

switched to RESs for the provision of such programs. 492 

Allocation Study Findings 493 

Q. How did ComEd apportion the Demand Management department costs? 494 

A. ComEd first used the Direct Allocation method to allocate costs for those customers with 495 

RESs to the delivery function, similar to how they were allocated with the billing of 496 

accounts.  For the remaining costs, they were primarily allocated using the Company 497 

Revenue Allocation method. 498 

Q. What was the overall apportionment for Demand Management department costs 499 

under the Allocation Study? 500 

A. The Allocation Study calculated that 77% of the Demand Management department costs 501 

are delivery related. 502 

8. Electric Supplier Services 503 

Q. What functions does ComEd’s Electric Supplier Services department perform? 504 

A. ESSD maintains and manages ComEd’s operating relationships with the RESs that do 505 

business in ComEd’s service territory.  ESSD is responsible for activities such as 506 

processing switching requests, providing customer data, and providing RES account 507 

management services. 508 

Q. What ESSD costs were included in the studies? 509 

A. In 2009, ESSD had a total departmental cost base of $732,000, of which $297,000 were 510 

assigned to customer services FERC Accounts as part of ESSD's routine budgeting 511 

process.  These costs were primarily related to the department's labor costs, including 512 
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salaries and travel, and ComEd included this $297,000 in the studies.  The remaining 513 

$435,000 of ESSD's cost base was charged to the Energy Acquisition department, which 514 

to my understanding flows through to the supply charge through Rate BES and Rate 515 

BESH.  Because the Energy Acquisition department did not have any costs assigned to 516 

the customer services function, and thus no costs charged to the FERC Accounts 517 

analyzed in the studies, it was appropriate to focus solely on the $297,000. 518 

Switching Study Findings 519 

Q. Is the level of costs for ESSD, as described above, subject to change depending on 520 

the number of customers switching to RES supply service, whether that switching 521 

totals 1%, 10% or 100% of total customers served? 522 

A. Yes – ComEd’s costs would increase. 523 

Q. Why is that the case? 524 

A. ESSD is directly involved in all switching processes with the RESs and ComEd.  Due to 525 

their role in handling customers switching their supply from a RES to ComEd and from 526 

ComEd to a RES, some of these costs have previously been and currently are allocated to 527 

the supply function.  Any variance in these costs based upon switching volumes is not 528 

included in the studies as it does not impact the delivery function.  Increases in customer 529 

switching will lead to a corresponding increase in the related customer costs to ComEd of 530 

providing services to support the marketplace.  Specifically, at 10% switching, ESSD 531 

estimates that its costs would increase by $59,400 due to the increased labor required to 532 

manage enrollments, data requests, and account management work necessary to support 533 

the marketplace.  Any switching volume increases above 10% would necessitate a large 534 

capital project to be undertaken in order to automate those customer choice processes 535 
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which are manual today and would increase the quantity and quality of controls and 536 

reports available to manage the switching functions.  If switching volumes increased to 537 

100%, assuming that such capital project has been completed, costs are anticipated to 538 

increase to $193,050 to cover costs of increased labor required to manage enrollments, 539 

data requests, and account management work necessary to support the marketplace. 540 

Allocation Study Findings 541 

Q. How did ComEd apportion the ESSD costs? 542 

A. ComEd did not apportion any additional ESSD costs to supply pursuant to the Allocation 543 

Study because, as mentioned above, this department already allocates a portion of its 544 

costs to supply as part of its budgeting process. 545 

9. Market Research 546 

Q. What functions does ComEd’s Market Research department perform? 547 

A. ComEd’s Market Research department plans and implements ComEd’s marketing 548 

research projects, including data analysis, report preparation, and vendor and internal 549 

client management activities.  ComEd’s Market Research department also extracts and 550 

analyzes data from mainframe-based systems (e.g., CIMS) and personal computer-based 551 

systems to help solve complex business problems and facilitate decision making.  Finally, 552 

ComEd contracts with market research firms to conduct a variety of information 553 

gathering regarding satisfaction with ComEd’s delivery performance and services.554 
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Q. What Market Research costs were included in the studies? 555 

A. In connection with the studies, ComEd’s Market Research department reviewed 556 

$1,707,686 relating to its labor costs, office expenses, vendor costs and telephony costs. 557 

Switching Study Findings 558 

Q. Is the level of costs for the Market Research department, as described above, 559 

subject to change depending on the number of customers switching to RES supply 560 

service, whether that switching totals 1%, 10% or 100% of total customers served? 561 

A. No. 562 

Q. Why not? 563 

A. All Market Research costs support ComEd’s delivery service and will continue regardless 564 

of the level of switching. 565 

Allocation Study Findings 566 

Q. How did ComEd apportion the Market Research costs? 567 

A. ComEd reviewed the following questionnaires administered by the Market Research 568 

department in 2009: Small C&I customer satisfaction survey, Large C&I customer 569 

satisfaction survey, Customer Contact Center customer satisfaction survey, New Business 570 

customer satisfaction survey, the University of Michigan American Customer 571 

Satisfaction Index survey (which is now operated by ACSI LLC), customer satisfaction 572 

survey among municipal mayors/village leaders, customer satisfaction survey among 573 

Chicago aldermen, and the customer satisfaction survey required by the Illinois 574 

Commerce Commission for residential and non-residential customers.  ComEd analyzed 575 

the surveys listed above for questions dealing with supply, and determined that 576 
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approximately one percent of the questions were directly related to supply, and 577 

approximately one-half of one percent of the questions were indirectly related to supply 578 

(e.g. questions about customers’ perceptions of whether their bill was too high or too 579 

low) and therefore 98.5% were related to delivery.  ComEd then applied this 98.5% 580 

overall percentage to the Market Research department’s 2009 costs.   581 

Q. What was the overall apportionment for the Market Research costs under the 582 

Allocation Study? 583 

A. The Allocation Study calculated that 98.5% of the Market Research costs (or $1,682,701) 584 

are delivery related. 585 

B. Support Departments Analysis 586 

1. Information Technology 587 

Q. What function does Information Technology (“IT”) perform? 588 

A. Exelon Business Services Company (“BSC”) provides centrally managed IT support for 589 

all Exelon operating companies, including ComEd. 590 

Q. What IT costs were included in the studies? 591 

A. In connection with the studies, BSC reviewed a total of $29,074,692 of IT services billed 592 

to ComEd, including ComEd’s share of Exelon-wide projects and ComEd-specific 593 

projects.  These projects involve labor costs, contracting costs, hardware costs and 594 

software costs.  In addition, BSC reviewed other IT costs, such as ComEd’s telephony 595 

usage, ComEd’s cellular usage, ComEd’s audio/visual usage, and ComEd’s share of 596 

software license costs. 597 
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Switching Study Findings 598 

Q. Is the level of costs for IT, as described above, subject to change depending on the 599 

number of customers switching to RES supply service, whether that switching totals 600 

1%, 10% or 100% of total customers served? 601 

A. Although the costs do not change at a switching level of 1%, there is a small decrease in 602 

costs at 10% switching and a corresponding further decrease at 100% switching. 603 

Q. Why is this the case? 604 

A. For the vast majority of costs incurred by IT, there would be no reduction at any level of 605 

switching because the equipment and services provided to support customer services 606 

would need to be maintained at current spend rates regardless of the number of customers 607 

with a RES.  However, to the extent ComEd experiences a reduction in the volume of 608 

calls into the Customer Contact Center at rates of 10% or 100% switching, as described 609 

above, IT estimates that ComEd would experience a very minor reduction in telephony 610 

usage charges. 611 

Q. Does ComEd have other IT cost considerations with customers switching? 612 

A. Yes.  ComEd uses electronic data interchange (“EDI”) transactions to send and receive 613 

data electronically to RESs and ComEd incurs costs for each EDI transaction processed.  614 

As it relates to customer switching, EDI transactions are used by ComEd to send 615 

switching, billing and usage information to every RES daily for each of their supply 616 

customers, and to receive enrollment and data requests from RESs.  ComEd does not use 617 

these EDI transactions for billing customers taking supply from ComEd.  ComEd would 618 

have to pay an external vendor to handle the additional processing of EDI transactions 619 

required by 100% switching. 620 
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When the increase in costs is netted with the decrease in costs, the ending result is a cost 621 

increase of $2,665,500 at 100% switching.  As noted above, BSC reviewed a total of 622 

$29,074,692 of IT services billed to ComEd in 2009.  Thus, this increase in costs at 100% 623 

switching would increase the IT costs by approximately 9% over 2009 costs. 624 

Allocation Study Findings 625 

Q. How did ComEd apportion the IT costs? 626 

A. For purposes of the allocation analysis, IT costs were assigned to the primary 627 

departments or to customer operations as a whole, as applicable.  First, where support 628 

was applied across all of customer operations, the weighted allocation of the six primary 629 

departments was applied to the cost.  Second, ComEd’s CIMS system operating costs 630 

were split among the primary departments based on employee usage and then each 631 

department’s specific overall allocation percentage was applied.  Third, the CIMS 632 

modification and enhancement costs were split among the primary departments based on 633 

the cost of work requests initiated by each department, then each department’s specific 634 

overall allocation percentage was applied.   635 

Q. What was the overall apportionment for IT costs under the Allocation Study? 636 

A. The Allocation Study calculated that 78% of the IT costs are delivery related. 637 

2. Other Support Departments 638 

Q. What other support departments related to customer services costs did you review? 639 

A. ComEd reviewed five additional support departments: Finance, Support Services, 640 

Performance Assessment, Regulatory Programs, and Claims.   641 
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Q. How did ComEd apportion these departmental costs? 642 

A. First, ComEd apportioned the costs from the five support departments to the primary 643 

departments for which the work was performed.  ComEd then applied each primary 644 

department’s specific overall allocation percentage to the costs apportioned to that 645 

department.   646 

C. Impact Analysis From Rider PORCB 647 

Q. Were any other analyses performed? 648 

A. Yes, one final analysis was completed.  ComEd anticipates offering a new service to 649 

RESs in the next several months, in which ComEd purchases the RESs’ receivables and 650 

prints the RESs’ billing line items along with the ComEd delivery services bill.  See 651 

Commonwealth Edison Co., Dkt. No. 10-0138.  ComEd analyzed the impacts of this 652 

service, which will be offered to RESs under Rider PORCB – Purchase Of Receivables 653 

with Consolidated Billing (“Rider PORCB”), to determine the similarities and differences 654 

between customers with ComEd supply and those with supply from a RES that utilizes 655 

Rider PORCB.   656 

Q. What did you find? 657 

A. Under each study methodology, ComEd found that the services provided for customers 658 

who will be served by a RES utilizing Rider PORCB will be essentially the same services 659 

as those provided by ComEd for a customer receiving supply from ComEd, and at the 660 

same cost (as any O&M costs associated with the provision of Rider PORCB are 661 

recoverable through that Rider).  That is, when ComEd purchases a receivable from a 662 

RES, each of the functions analyzed in both cost studies will continue to take place at the 663 

same cost as when the customer is provided supply services from ComEd.  Because no 664 
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costs are eliminated (and any O&M increases are recovered through the Rider), Rider 665 

PORCB has no effect on the results of the Switching Study.  As such, I will only discuss 666 

PORCB’s effect on the Allocation Study in further detail.   667 

Q. How did you allocate costs incurred pursuant to Rider PORCB? 668 

A. First, we reviewed the base allocators to determine how they would be impacted by Rider 669 

PORCB service.  Then, we reviewed how each department’s work would change, if at all, 670 

with the availability of Rider PORCB service and how the base allocators would impact 671 

the cost assignments previously discussed. 672 

Q. How are the base allocators impacted by Rider PORCB services? 673 

A. Based upon a review of each allocator, we identified the following impacts: 674 

 Direct allocation:  Upon review, we found no differences in how the direct 675 

allocation would be impacted by Rider PORCB. 676 

 Company Revenue Allocation:  As customers switch from ComEd supply to 677 

RESs providing supply service utilizing Rider PORCB, the portion of ComEd 678 

revenue allocated to supply services decreases, while the total billed amount 679 

to customers stays nearly the same.  A substitution effect is thereby created, 680 

where instead of being able to allocate costs to supply or delivery, they are 681 

allocated to the purchased receivables or delivery.  In other words, with a 682 

purchased receivable, there would be no supply to allocate, although ComEd 683 

will treat the receivable as if it had provided the supply service. Therefore, 684 

there is no change to the Company Revenue Allocation of 38.4% delivery and 685 

61.6% supply and purchased receivables. 686 
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 Bill Calculation Allocation:  For measuring the costs related to the line items 687 

on a bill, the consolidated bill that ComEd prints on a RES’s behalf will have 688 

no allocation to supply, but will have an allocation related to both delivery and 689 

the purchased receivable.  This substitution of the purchased receivable for the 690 

supply portion of the printed line items, assuming ComEd will print three line 691 

items on behalf of the RES, will provide an allocation of 75% to delivery and 692 

25% to the purchased receivable (as a substitute for ComEd provided supply).  693 

In the event RESs utilize the additional line items available to them under the 694 

consolidated bill, the portion of costs allocated to the purchased receivables 695 

would increase.   696 

 Bill Print, Mailing and Imaging Allocation:  This allocator has similar 697 

effects to the Bill Calculation Allocation.  Since a consolidated bill would 698 

include RES related billing items, the resultant allocation to purchased 699 

receivables would potentially increase.  Leaving this allocation percentage 700 

unchanged would create a conservative calculation of an allocation of costs, 701 

and would provide an allocation of 83% delivery, 17% purchased receivables 702 

(as a substitute for ComEd provided supply). 703 

Q. How does the work and costs for the customer service departments change 704 

considering the substitution effects of Rider PORCB? 705 

A. The work associated with customers with Rider PORCB is nearly exactly the same as the 706 

work for a ComEd supply customer.  Below I review each department previously 707 

analyzed to demonstrate that customers being served by a RES utilizing Rider PORCB 708 
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services will be provided essentially the same services as those customers who receive 709 

supply service through ComEd.   710 

 Field and Meter Services – Under the Allocation Study, the costs apportioned to supply 711 

and delivery for Field and Meter Services – involving installation, investigation, testing, 712 

disconnection, and reconnection of meters – were based upon the revenue allocator.  713 

With Rider PORCB services, the allocation substitutes supply with purchased 714 

receivables.     715 

 Billing – Under PORCB, ComEd would still need to compile and validate monthly meter 716 

reading data, and correct, print, and mail bills to the same extent as for a ComEd supply 717 

customer.  Thus, no costs would be allocated to supply, but would instead be allocated to 718 

purchased receivables. 719 

 Customer Contact Center – ComEd would experience the same level of costs for 720 

managing inquiries from customers receiving service through a RES using Rider 721 

PORCB.  For costs not directly allocated to delivery, the substitution of supply with the 722 

purchased receivables using the appropriate base allocator is again fitting. 723 

 Large Customer Solutions - Because Rider PORCB services only apply to customers 724 

greater than 400 kW, and Large Customer Solutions provides services for only those 725 

customers, there are no impacts to costs for this department.   726 

 Revenue Management – Under the provisions of Rider PORCB, ComEd may 727 

disconnect uncollectible accounts that were purchased under Rider PORCB as if those 728 

uncollectible accounts were directly supplied and billed by ComEd.  Because the supply 729 
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receivable has been substituted with the purchased receivable, the costs allocated to 730 

supply also transfer to the purchased receivable. 731 

 Revenue Protection – Because the allocation method assigns costs to supply based upon 732 

the Bill Calculation Allocation, those same costs again substitute supply with the 733 

purchased receivable. 734 

 Demand Management – For the portion of these costs not directly assigned to delivery, 735 

the remaining costs would continue to receive the updated Revenue Allocation, assigning 736 

costs to delivery and purchased receivables. 737 

 Electric Supplier Services – Impacts to ESSD are related to switching, and the 738 

substitution of supply with a purchased receivable would have no impact on the 739 

departmental costs. 740 

 Market Research - Market research allocations would simply reallocate any costs 741 

related to supply to the same costs covered by purchased receivables. 742 

 Support Departments – The allocations of support departments are dependent upon the 743 

primary departments they support.  Therefore, Rider PORCB transfers any allocations 744 

from supply to the purchased receivables. 745 

In summary, from the results it is clear that the purchased receivable is a nearly exact 746 

substitute for ComEd provided supply service. 747 

Q. Does this complete your Supplemental Direct Testimony? 748 

A. Yes, it does. 749 


