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I. INTRODUCTION 1 

 2 

Q. Please state your name and business address, and identify on whose behalf 3 

you are testifying? 4 

A. I am James L. Crist, President of Lumen Group, Inc. a consulting firm focused on 5 

regulatory and market issues, located at 4226 Yarmouth Drive, Suite 101, Allison 6 

Park, Pennsylvania 15101.  I am presenting testimony on behalf of Dominion 7 

Retail, Inc. (“Dominion”), an alternative electric supplier.  On October 26, 2010, I 8 

presented my direct testimony concerning cost issues.  This direct testimony 9 

concerns rate design issues.  My qualifications were set out in my direct testimony 10 

on non-rate design issues, Dominion Ex. 1.0 11 

 12 

Q. What is the purpose of your testimony? 13 

A. My testimony in this case is similar to a portion of my testimony in the Purchase 14 

Of Receivables (“POR”) and Consolidated Billing case (Docket 10-0138).  In this 15 

case in Dominion Exhibit 1.0 I address the excessive cost that Commonwealth 16 

Edison (“ComEd” or “Company”) claims is necessary to undertake information 17 

technology improvements that will support offering POR to participating retail 18 

electric  suppliers (“RESs”).  Now I will address the method that those costs 19 

should be recovered from customers, along with addressing other cost allocation 20 

issues that unfairly place costs on residential and small commercial customers that 21 

choose to procure their electric supply from a RES.    22 



 

 2

I am an advocate of choice programs that allow residential and small commercial 23 

customers the ability to choose generation suppliers and believe that electric 24 

distribution companies (“EDCs”) such as ComEd must provide the services and 25 

support necessary so their customers can make such choices without difficulty 26 

and participating EDCs do not face market obstacles and barriers to entry in their 27 

attempt to offer products that appeal to customers.  In this direct testimony I will 28 

explain that ComEd’s costs for IT system modifications undertaken to enable it to 29 

offer POR to the marketers that wish to participate should be borne by all the 30 

eligible customers that can participate in the choice program.  Other system costs 31 

should be fairly allocated so that residential and small commercial choice 32 

customers do not bear an unfair burden of cost. 33 

Q. If this issue has been addressed in Docket 10-0138 why is it necessary to 34 

address it here? 35 

A. Docket 10-0138 is still an ongoing proceeding.  While it is clear that the final 36 

order in that docket will ensure that ComEd modifies its systems to provide POR 37 

and provide the structure needed to begin implementation of POR, there may not 38 

be a final determination of how certain costs should be allocated.  ComEd has 39 

raised that cost allocation issue in both that docket and in this docket, so 40 

Dominion must address it in this proceeding as well as in Docket 10-41 

0138.Wherever and however the Commission addresses this issue, it is important 42 

for the development of the competitive supply market that costs are allocated in a 43 

manner that is fair and that will encourage the goal of the Commission to promote 44 

competition.    45 
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Q. Are there other cost allocation issues in addition to POR that you will 46 

address? 47 

A. Yes.  There are several system operating costs that I have examined and found to 48 

be improperly allocated by the Company, therefore I will provide the correct 49 

allocations. 50 

 51 

II.  DISCUSSION OF ISSUES 52 

Q. What evidence will you present regarding cost allocation issues? 53 

A. I will discuss investment needed to improve ComEd’s IT infrastructure to enable 54 

it to offer POR to enhance the development of the choice market.    55 

Q. In this proceeding how is ComEd proposing that the costs for system 56 

modifications undertaken to offer POR be recovered? 57 

A. ComEd is proposing that the costs are included in base rates applicable to all 58 

system customers.  This is an approach that I agree with since all system 59 

customers are eligible to participate in the choice program and have an 60 

opportunity to obtain generation service from a RES.   61 

Q. In addition to you agreeing with that approach, does the legislature of Illinois 62 

agree with that approach? 63 

A. Yes, and they expressed that direction in PA 95-700 which made amendments to 64 

the Public Utilities Act to “promote the development of an effectively competitive 65 

electricity market.”   The Act directed electric utilities to develop a POR and 66 

purchase RES receivables at a discount rate to be established by the Commission.  67 

The Act allowed the utility to recover costs specifically incurred to establish a 68 
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POR program by including those costs in the discount rate.1  Separately, the Act 69 

allowed the utility to recover its ongoing costs of operating a POR program from 70 

retail customers.2   71 

 72 

 Along with this provision regarding POR, the Act requires electric utilities to 73 

offer RESs the ability for the utility to issue RES customers a single bill that 74 

includes both utility delivery charges and the charges of the RES.  This section 75 

does not contain a provision allowing the utility to recover start-up cost, although 76 

it contains a provision similar to the one for POR that allows it to recover its 77 

ongoing costs.  Unlike the POR provision, however, it does not specifically 78 

require that these costs be recovered from retail customers.3  79 

Q. In this case, what is the amount that ComEd wishes to include as IT upgrade 80 

costs for POR? 81 

A. Company witness McMahon (ComEd Ex. 9.0, P. 15, L 310) identifies $16.68 82 

Million for the IT upgrades. This includes CWIP as of 12/31/09 and pro-forma 83 

additions, if applicable, according to Mr. McMahon’s footnote. My non-rate 84 

design testimony in this proceeding addressed the fact that this amount is 85 

excessively high and that ComEd’s support for these costs is almost non-existent.  86 

                                                 
1   “The discount rate shall be based on the electric utility's historical bad debt and any reasonable start-up 
costs and administrative costs associated with the electric utility's purchase of receivables.”  220 ILCS 
5/16-118(c). 
2   “The tariff filed pursuant to this subsection (c) shall permit the electric utility to recover from retail 
customers any uncollected receivables that may arise as a result of the purchase of receivables under this 
subsection (c), may also include other just and reasonable terms and conditions, and shall provide for the 
prudently incurred costs associated with the provision of this service pursuant to this subsection (c).” 
3  “The tariff filed pursuant to this subsection (d) may also include other just and reasonable terms and 
conditions and shall provide for the recovery of prudently incurred costs associated with the provision of 
service pursuant to this subsection (d).”  220 ILCS 5/16-118(d). 
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Essentially, ComEd is attempting to pass on to its customers a bill from Accenture 87 

that ComEd made little effort to control.  88 

Q. In what way do these costs raise rate design issues? 89 

A. I reviewed ComEd Ex. 10.1 and Mr. Marquez explained that the Company 90 

retained an outside “strategic partner” Accenture and had oversight by Exelon IT 91 

and in 2009 completed the project scope.  He continued to describe some of the 92 

coding work that is underway and cites the same rate base amount of $16,679,000 93 

that Mr. McMahon cited.  He directs us to the testimony of Ms. Houtsma and Mr. 94 

Fruehe, so I reviewed their testimony. 95 

Q. What detail was explained in ComEd Ex. 6.0? 96 

A. On P. 31, L. 634, it was explained that the IT improvement project includes 97 

$2,517,000 of deferred expenses.   It also refers to the total rate base amount of 98 

$16,679,000 and refers to Docket 10-0138, claiming that ComEd will remove this 99 

amount from its rate base if the Commission approves recovery of these costs as 100 

requested. 101 

Q. In this case, how are these IT improvements to be collected?   102 

A. The four ComEd witnesses I just discussed (McMahon, Marquez, Houtsma, and 103 

Fruehe) all have said that the costs will be included in base rates.  As such, those 104 

costs would be recovered from all ComEd customers.  This method of recovering 105 

the IT improvements is one that I agree with.  Such improvements, which are 106 

necessary to achieve the direction of the Commission to develop a more 107 

competitive market, should be recovered from all ComEd customers.   108 
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Q. Is the recovery of these costs from all ComEd customers appropriate in light of 109 

the provisions of the Pubic Utilities Act you provided above? 110 

A. Yes.  While the Public Utilities Act allows the utility to include in its discount rate 111 

the recovery of start-up costs from the POR program, start-up costs of single 112 

billing are to be recovered from all customers.  Moreover, it appears that these IT 113 

costs were not incurred to develop POR, but rather to upgrade ComEd’s billing 114 

system, both to handle single billing and to handle the expected increase in 115 

customer’s switching to RES service.  Because all ComEd residential and small 116 

commercial customers are eligible to switch to RES service, all those customers 117 

should share the costs of upgrades necessary to meet this demand.  118 

 119 

III. CONCLUSIONS AND RECOMMENDATIONS 120 

Q. Please summarize your position regarding the proper party that should bear 121 

the costs of system improvements in order for ComEd to offer POR? 122 

A. All costs associated with IT upgrades should be included in rate base as proposed 123 

by Company witnesses McMahon, Marquez, Houtsma, and Fruehe.   124 

Q. What is your recommendation regarding that amount the ComEd should be 125 

allowed to include in rate base for the IT improvements?  126 

A. As I stated in Dominion Ex. 1.0, ComEd should be allowed to include the same 127 

amount as their affiliate PECO and the other Illinois electric distribution utility 128 

Ameren were allowed, which is $2 million.      129 

Q. Does this conclude your direct testimony? 130 

A. Yes.   131 


