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

you are testifying? 2 

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

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

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

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

 7 

Q. What is the purpose of your testimony? 8 

A. My testimony in this case is similar to a portion of my testimony in the Purchase 9 

Of Receivables (“POR”) and Consolidated Billing case (Docket 10-0138) in that I 10 

will address the excessive cost that Commonwealth Edison (“ComEd” or 11 

“Company”) claims is necessary to undertake information technology 12 

improvements that will support offering POR to participating retail electric  13 

suppliers (“RESs”).    I am an advocate of choice programs that allow residential 14 

and small commercial customers the ability to choose generation suppliers and 15 

believe that electric distribution companies (“EDCs”) such as ComEd must 16 

provide the services and support necessary so their customers can make such 17 

choices without difficulty and participating EDCs do not face market obstacles 18 

and barriers to entry in their attempt to offer products that appeal to customers.  In 19 

this direct testimony I will provide substantial evidence that the costs claimed by 20 

the Company are excessive and should be disallowed and that this must not 21 

relieve the Company of the obligation to modify their IT systems so they can offer 22 

POR to the marketers that wish to participate.   In short, ComEd should fix their 23 
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systems at a reasonable cost and those costs should be borne by all the eligible 24 

customers that can participate in the choice program. 25 

Q. If this issue has been addressed in Docket 10-0138 why is it necessary to 26 

address it here? 27 

A. While Docket 10-0138 made it clear that ComEd must modify their systems to 28 

provide POR, and the cost level that ComEd incurs for those modifications was 29 

not an issue that was to be considered in that proceeding.  Even so, because the 30 

magnitude of the ever-increasing costs was so outrageously high the 31 

Administrative Law Judge felt compelled to address those excessively high costs 32 

in the draft Order: 33 

In this proceeding, this Commission is not approving any costs.  Here, in 34 

this docket, we are only approving the recovery mechanism for prudently-35 

incurred costs.  We further agree with Staff that the substantial increase in 36 

cost estimates on the part of ComEd is troubling, due to the fact that these 37 

costs have not been substantiated.   38 

 39 

Because the Company has included those costs in its Rate Base Operating Costs 40 

that it seeks to recover in this proceeding, then they must be examined for 41 

prudency in this proceeding.  The Commission will also need to determine the 42 

allocation of those costs among customer classes.  In this particular instance, the 43 

primary issue will be whether some or all of these costs should be recovered from 44 

users of the Purchase of Receivables – Utility Consolidated Billing being 45 

considered in ICC Docket 10-0138, all Retail Energy Supply (“RES”) customers 46 

or all ComEd customers eligible to take RES service.  This is a rate design issue 47 

that will need to be addressed in the rate design testimony track of this 48 

proceeding. 49 
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Q. Even though the magnitude of costs for modifying the IT systems was not to 50 

be approved in the POR case, was there any opposition to that level of costs? 51 

A. Absolutely.  The high costs that were proposed by ComEd came under some 52 

scrutiny by myself and ICC Staff witness Clausen.  The initial level of costs of 53 

$12,596,214 was notably higher than system modification costs of another Illinois 54 

EDC, Ameren, that had just been through a similar procedure and it was notably 55 

higher than Philadelphia Electric Company, which is an affiliate of ComEd and 56 

shares common IT assets and resources.   When ComEd then increased the 57 

proposed level of costs by 40% to $17.6 million additional concerns were raised 58 

regarding the prudency of the investment and the support that ComEd has and 59 

must produce to justify such an investment. 60 

 61 

I. QUALIFICATIONS AND BACKGROUND 62 

 63 

Q. Please summarize your qualifications. 64 

A. I have over thirty years of experience in the energy markets.  Currently, I run a 65 

consulting practice that for the past 16 years focused on developing regulated and 66 

deregulated energy company strategies, market strategies, and regulatory issues.  67 

During 2004 and 2005, I undertook a consulting assignment as the Vice President 68 

of Consumer Markets for ACN Energy.  ACN is a natural electric and electric 69 

marketer that is active in eight (8) states.  Prior to that I worked at three (3) major 70 

energy companies for a total of 19 years.  Most recently I was Vice President of 71 

Marketing for Equitable Resources, an energy exploration, production, 72 
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transmission, distribution and marketing company.  In that function I was 73 

responsible for the development of the strategy for customer choice programs and 74 

oversaw the company’s participation in the first residential customer choice 75 

program in Rock Valley, Iowa, in 1996. 76 

 77 

Prior to that I was Vice President of Marketing for Citizens Utilities responsible 78 

for electric, electric, water and wastewater marketing activities a several service 79 

territories in the United States.  Under my direction, Citizens Utilities initiated 80 

commercial and industrial transportation and supply services at its natural electric 81 

operation in Arizona.  I directed significant natural electric supply contracting 82 

activities with large industrial and commercial customers in Citizens Utilities’ 83 

natural electric operation in Louisiana. 84 

 85 

From 1988 through 1994, I was the Marketing Director at Peoples Electric, where 86 

I was actively involved in many electric transportation programs as the company 87 

relaxed transportation requirements so that residential customers would have 88 

supply choices.  In summary, I have considerable experience, both in Illinois and 89 

nationally, involving customer choice programs. 90 

 91 

Q. Have you presented testimony before this Commission previously? 92 

A. Yes, I presented testimony in recent Nicor rate cases (ICC Dockets 04-0779, 08-93 

0363 and 09-0301, in the WPS/Peoples Energy merger case (ICC Docket No. 06-94 

0540) and in recent Peoples Energy rate cases (ICC Dockets 07-0241, 07-0242 95 
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(consol.) and 09-0166, 09-0167 (consol.)).  As I already mentioned, I participated 96 

in the POR case (ICC Docket 10-0138). 97 

 98 

Q. Can you provide some background regarding customer choice in the Illinois 99 

electric market? 100 

A. Yes.  Competition in the Illinois retail electric market was created by statute (16-101 

118) and implemented by the Commission’s issuance of the rules and regulations 102 

necessary to develop a competitive electric supply market.  Such actions defined 103 

alternative Retail Electric Suppliers whose business mission is to provide 104 

customers with electric commodity supply that is delivered through the 105 

distribution system of the utility.   106 

Q. What is Section 16-118 of the Public Utilities Act? 107 

A. It is the section that describes the Services provided by electric utilities to 108 

alternative retail electric suppliers and subsection (c) describes the POR 109 

requirement. 110 

Q. What does PA 095-0700 [220 ILCS 5/16-Sec. #16-118 (a)] state? 111 

A. “It is in the best interest of Illinois energy consumers to promote fair and open 112 

competition in the provision of electric power and energy and to prevent 113 

anticompetitive practices in the provision of electric power and energy.” 114 

Q. Please describe Dominion Retail, Inc. 115 

A. Dominion Retail, Inc. (“DRI”) commenced operations in 1997 is a subsidiary of  116 

Dominion Resources, Inc. DRI is both a licensed RES and Alternative Gas 117 

Supplier (“AGS”) in Illinois, having received its RES certification in 2008 118 
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(Docket No. 08-0223) and its AGS certification in 2002 and 2003 (Docket Nos. 119 

02-0362 and 03-0257). At present, DRI serves approximately 50,000 mostly 120 

residential Illinois gas customers on the Nicor and Peoples Gas systems. To date, 121 

DRI has made no electricity sales in Illinois.  122 

Q. What are DRI’s operations in other states? 123 

A. DRI also a licensed electricity and/or natural gas supplier in the states of  124 

Pennsylvania, Ohio, Virginia, New Jersey, Maryland, New York, Massachusetts, 125 

Connecticut, Rhode Island, Texas and the District of Columbia. DRI is currently 126 

an active electricity supplier in Connecticut, Pennsylvania, Ohio, Massachusetts, 127 

Maryland, New York, Texas and Maine, serving more than 750,000, primarily 128 

residential and small commercial, customers in those seven jurisdictions. 129 

Likewise, in addition to the 50,000 Illinois gas customers it currently serves, DRI 130 

sells natural gas to some 580,000 mostly residential and small commercial 131 

customers in the states of Pennsylvania, Ohio, and New York. 132 

 133 

II.  DISCUSSION OF ISSUES 134 

 135 

Q. What evidence will you present that shows that ComEd should not receive 136 

the amount requested for the IT modifications? 137 

A. I will lay out several items in the logical flow: 138 

1. I will identify the ComEd testimony in this proceeding and the amounts 139 

that ComEd has requested.    140 
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2. Then I will introduce proof of other utility IT modifications that have 141 

achieved the same objectives that ComEd is seeking, which is the ability 142 

to implement the Commission-directed POR program.  By comparison it 143 

will be seen that the ComEd cost amounts are excessive and should be 144 

denied.    145 

3. I will propose more reasonable costs that ComEd should recover to 146 

complete the necessary work. 147 

Q. In this proceeding how is ComEd proposing that the costs for system 148 

modifications be recovered? 149 

A. ComEd is proposing that the costs are included in base rates applicable to all 150 

system customers.  This is an approach that I agree with since all system 151 

customers are eligible to participate in the choice program and have an 152 

opportunity to obtain generation service from a RES.  Because this is a rate design 153 

issue that should be addressed in the rate design testimony track established in 154 

this proceeding, I will provide testimony supporting that allocation in rate design 155 

testimony to be filed separately from this testimony  156 

Q. In this case, what is the amount that ComEd wishes to include as IT upgrade 157 

costs for POR? 158 

A. Company witness McMahon (ComEd Ex. 9.0, P. 15, L 310) identifies $16.68 159 

million for the IT upgrades. This includes CWIP as of 12/31/09 and pro-forma 160 

additions, if applicable, according to Mr. McMahon’s footnote. This amount is 161 

excessively high.  While Mr. McMahon said that he “personally participated in or 162 

was otherwise involved through my managerial responsibilities of the details of 163 
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six of those projects” that he was just “generally familiar” with the IT upgrade 164 

project and that Mr. Marquez would testify about the details. 165 

Q. What details did Mr. Marquez describe in his testimony? 166 

A. I reviewed ComEd Ex. 10.1 and Mr. Marquez explained that the Company 167 

retained an outside “strategic partner” Accenture and had oversight by Exelon IT 168 

and in 2009 completed the project scope.  He continued to describe some of the 169 

coding work that is underway and cites the same rate base amount of $16,679,000 170 

that Mr. McMahon cited.  He directs us to the testimony of Ms. Houtsma and Mr. 171 

Fruehe, so I reviewed their testimony (ComEd Ex. 6.0). 172 

Q. What detail was explained in ComEd Ex. 6.0? 173 

A. On P. 31, L. 634, it was explained that the IT improvement project includes 174 

$2,517,000 of deferred expenses.   It also refers to the total rate base amount of 175 

$16,679,000 and refers to Docket 10-0138, claiming that ComEd will remove this 176 

amount from its rate base if the Commission approves recovery of these costs as 177 

requested. 178 

Q. In this case, how are these IT improvements to be collected?   179 

A. The four ComEd witnesses I just discussed (McMahon, Marquez, Houtsma, and 180 

Fruehe) all have said that the costs will be included in rate base.  As such, those 181 

costs would be recovered from all ComEd customers.  I will discuss in my rate 182 

design testimony why this method of recovering the IT improvements is 183 

appropriate.   184 

Q. Should the costs be removed from rate base in this case? 185 
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A. That is a complex issue and should not be accepted so quickly for two reasons.  186 

First, as I explained earlier, including IT upgrade costs in rate base allows for the 187 

collection of those costs from all customers, which is a principal that is fair.  The 188 

amount however is not prudent. Instead of quickly dismissing any discussion on 189 

the magnitude of the amount ($16, 679,000) it is important that this be 190 

scrutinized.  It certainly was not scrutinized by the ALJ in Docket 10-0138.  191 

Recall that they specifically said they were not approving any costs and that they 192 

found the costs “troubling.”    This proceeding is the forum that such costs must 193 

be examined and justified and the Company has not provided any convincing 194 

evidence that the costs are just and reasonable.  For a measure of reasonableness I 195 

will look to two relative examples.  The first is the other Exelon company that is 196 

in the distribution business, PECO.  The second is the other large Illinois EDC, 197 

Ameren, that has also undertaken IT improvements to meet the Commission 198 

requirement of offering a POR program.   199 

Q. Does ComEd already have access to a billing system that is capable of 200 

performing the substantially same functions that it is proposing here? 201 

A. ComEd’s sister company, PECO, operates in Pennsylvania where there is a more 202 

robust electric choice program.  PECO should have addressed many of the same 203 

billing system issues that ComEd is facing.  The two companies merged a decade 204 

ago and by now one would think that the synergies that were touted as rationale to 205 

support a merger between two large electric distribution utilities would begin to 206 

be realized in the billing systems. 207 



 

 12 

Q.  How much did PECO spend on upgrading their IT system to be able to 208 

provide POR? 209 

A. In the PECO electric POR case in Pennsylvania (Docket P-2009-2143607) the 210 

PECO witness, John J. McCawley stated in his direct testimony (PECO Stmt. No. 211 

1, P. 16, L. 13) that “PECO estimates that $2 million in information system 212 

upgrades will be required to implement the Revised POR Program.” 213 

Q. Was Dominion Retail and intervener in that proceeding? 214 

 A. Yes, and Dominion did not take issue with Mr. McCawley’s estimate of $2 215 

million for the required modifications for that seemed reasonable.  The $16.679 216 

million in this case does not.   217 

Q. What is the comparison of ComEd’s costs to Ameren’s costs? 218 

A. Ameren’s proposed costs were $2.086 Million.   Since the predominant 219 

modifications are for information technology, there is no reason that ComEd’s 220 

costs should be over eight times what Ameren’s proposed costs were.   This is a 221 

huge cost burden to be borne by anyone (RESs or customers) and the Company 222 

should scale back their work to implement the necessary changes and perform it 223 

in a more cost effective manner. 224 

Q. Does it appear that ComEd used an appropriate process in modifying its IT 225 

that would control the costs of that modification? 226 

A. No.  It appears that ComEd did not bid out this project but rather, handed the 227 

project to Accenture and paid the bill it received from Accenture.  There is no 228 

evidence in the record that ComEd made any attempt to ensure that the costs it is 229 

now passing on to its customers are appropriate. 230 
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 231 

III. CONCLUSIONS AND RECOMMENDATIONS 232 

Q. Please summarize your position regarding the proper party that should bear 233 

the costs of system improvements in order for ComEd to offer POR? 234 

A. All costs associated with IT upgrades needed to offer POR should be included in 235 

rate base as proposed by Company witnesses McMahon, Marquez, Houtsma, and 236 

Fruehe.  I will provide testimony supporting this allocation in my rate design 237 

testimony. 238 

Q. What is your recommendation regarding the high cost of information and 239 

billing system improvements? 240 

A. ComEd should not be allowed recovery of their excessively high improvement 241 

amounts of $16,679,000.   242 

Q. What is your recommendation regarding that amount the ComEd should be 243 

allowed to include in rate base for the IT improvements?  244 

A. ComEd should be allowed to include the same amount as its affiliate PECO and 245 

the other Illinois electric distribution utility Ameren were allowed, which is $2 246 

million.      247 

Q. Does this conclude your direct testimony? 248 

A. Yes.   249 


