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List of Issues & Major Conclusions 
 

 The Switching Study is not overly speculative. 
 

 Mr. Merola’s adjustments to the Allocation Study are inaccurate, illogical, 
and unsupported, and should be rejected by the Commission. 
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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. Are you the same Ronald E. Donovan who filed supplemental direct and rebuttal 3 

testimony in this proceeding? 4 

A. Yes, I am. 5 

B. Purposes of Surrebuttal Testimony 6 

Q. What are the purposes of your surrebuttal testimony? 7 

A. My surrebuttal testimony responds to the rebuttal testimony of Mr. Jeffrey Merola, who 8 

testified on behalf of the Coalition to Request Equitable Allocation of Costs Together 9 

(“REACT”).  My surrebuttal testimony addresses Mr. Merola’s continued criticisms of 10 

the cost studies that ComEd performed for its customer services costs, which have also 11 

been referred to as customer care costs.  Specifically, I briefly discuss Mr. Merola’s 12 

continued criticism that the Switching Study is too speculative and I also briefly revisit 13 

Mr. Merola’s suggested adjustments to the Allocation Study.   14 

C. Summary of Conclusions  15 

Q. In summary, what are the conclusions of your surrebuttal testimony? 16 

A. I conclude that the Switching Study is not overly speculative and that Mr. Merola’s 17 

criticism in this regard is not a reason to reject the Switching Study.  I also conclude that 18 

Mr. Merola’s adjustments to the Allocation Study remain inaccurate, illogical, and 19 

unsupported, and should be rejected by the Commission.  As noted multiple times by 20 

ComEd witness Mr. Garcia (Garcia Supp. Dir., ComEd Ex. 24.0, 2:30-39, 7:155-10:212, 21 

and Garcia Reb., ComEd Ex. 50.0, 10:224-237), ComEd does not support the use of the 22 
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Allocation Study as a tool for cost allocation; nonetheless, ComEd conducted the study 23 

reasonably. 24 

II. The Switching Study is Not Overly Speculative 25 

Q. Does Mr. Merola continue to summarily dismiss the Switching Study? 26 

A. Yes.  Mr. Merola continues to argue that the Switching Study is too speculative and 27 

therefore invalid because ComEd not only examined switching at the current level, which 28 

is roughly 1%, but also the effects of projected switching at the 10% and 100% levels.  29 

Merola Reb., REACT Ex. 5.0, 10:187-96, 12:227-34.  Mr. Merola’s criticism ignores the 30 

fact that the study is not speculative at 1%, which is the current level of switching.  Even 31 

if the study is not exactly precise in its analysis of costs with switching at projected 10% 32 

and 100% levels, this is simply not a reason to reject the study. 33 

III. Mr. Merola’s Adjustments to the Allocation Study Are Not Appropriate 34 

Q. Please describe Mr. Merola’s criticisms of the Allocation Study. 35 

A. Mr. Merola states that ComEd’s only basis for the validity of the allocators that ComEd 36 

used is the fact that ComEd calculated them.  Id., 4:59-68.  This is not true – as I have 37 

stated previously, ComEd developed the allocators utilizing ComEd’s knowledge of its 38 

own business and based them on how ComEd’s business behaves.  Donovan Reb., 39 

ComEd Ex. 48.0, 7:134-143.  In contrast, Mr. Merola’s adjustments to the allocators are 40 

based solely on his past experience, primarily his experience regarding software design, 41 

and have little relation to the actual facts and circumstances of ComEd’s business 42 

operations.  In short, his criticisms are based on an overly simplistic view of ComEd’s 43 

customer services costs, which results in a suggested allocation of customer services 44 

costs to supply of at least $90.8 million instead of the $31.2 million figure calculated by 45 
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ComEd.  REACT Ex. 5.0, 6:106-108.  Indeed, Staff agrees that Mr. Merola’s adjustments 46 

to the allocators are arbitrary and inappropriate.  Rukosuev Reb., Staff Ex. 28.0, 13:302-47 

16:385.   48 

Q. Does Mr. Merola propose any adjustments different than or in addition to those that 49 

he proposed in his Direct Testimony? 50 

A. No, he does not. 51 

Q. Can you please review Mr. Merola’s adjustments? 52 

A. Yes.  Mr. Merola’s first proposed adjustment is to the Bill Calculation Allocator, which 53 

ComEd used for costs related to determining or explaining the line items on a bill and 54 

applied it to work performed in calculating bills for customers who receive delivery and 55 

supply from ComEd.   56 

Q. What adjustment does Mr. Merola propose to the Bill Calculation Allocator? 57 

A. In rebuttal, Mr. Merola reiterates that he disagrees with ComEd’s use of this allocator and 58 

based on his experience, the reasonable “default assumption” is to allocate these 59 

investments and costs equally.  REACT Ex. 5.0, 19:396-21:436 (emphasis added).  He 60 

also states that ComEd’s use of a line item allocator is unsupported and purely arbitrary.  61 

Id. 62 

Q. Is Mr. Merola’s assumption reasonable? 63 

A. No, it is not.  In reality, Mr. Merola’s 50-50 split is the allocation that is unsupported and 64 

purely arbitrary.  This 50-50 split cannot be reconciled with the fact that each line item on 65 

a bill requires an individual calculation, and that the number of delivery calculations 66 

performed are undisputedly greater than the number of supply calculations.  It is therefore 67 
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more rational, logical, and understandable to split the supply and delivery components of 68 

the bill based on these line items.  In contrast, with 75% of the calculations performed 69 

relating to delivery, it is logically impossible to arrive at a 50-50 split.   70 

Q. What is Mr. Merola’s next proposed adjustment? 71 

A. Mr. Merola proposes that the revenue allocator be used to allocate a portion of bill print, 72 

mailing and imaging costs because this will produce greater consistency with treatment of 73 

costs for receiving mail and processing payments.  Id., 21:439-23:474.   74 

Q. Does this rationale make sense? 75 

A. No.  When ComEd calculates and mails bills, it does have some knowledge that allows it 76 

to apportion costs between delivery and supply, and ComEd used that knowledge to 77 

develop the Bill Print, Mailing and Imaging Allocator.  In contrast, when ComEd 78 

receives and processes payments, ComEd does not have any knowledge or basis to 79 

apportion costs between delivery and supply and thus use of the Revenue Allocator is 80 

more appropriate in that instance.  Granted, ComEd does expect payments in kind for the 81 

bills it mails out.  Thus, if greater consistency is desired, then the appropriate and logical 82 

adjustment would be to also apply the Bill Print, Mailing, and Imaging Allocator to the 83 

cost of receiving mail and processing payments, instead of the adjustment that Mr. 84 

Merola proposes.  In conducting the Allocation Study, however, ComEd reviewed each 85 

area separately, and developed and used an approach that ComEd considers to be logical 86 

and fair as applied to each group of costs and to customer services costs as a whole.  For 87 

example, the method used to calculate the Bill Print, Mailing and Imaging Allocator 88 

excluded white space from the bill as opposed to assigning that portion of the bill to 89 
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delivery.  See the attachment to ComEd’s Data Request Response to IIEC 1.04 labeled as 90 

IIEC 1.04_Attach 123, Method 2.   91 

Q. What is Mr. Merola’s next proposed adjustment? 92 

A. Mr. Merola proposes two adjustments to the way ComEd allocated its Information 93 

Technology (“IT”) support department costs.   94 

Q. What changes does Mr. Merola propose regarding allocation of ComEd’s IT costs?  95 

A. First, Mr. Merola disagrees with ComEd’s allocation of its CIMS system operating costs 96 

based on employee usage.  Mr. Merola states that in his experience, the number of users 97 

in a particular department has little to do with the underlying costs of developing and 98 

maintaining that system, which costs are generally fixed.  Id., 23:486-25:533.  Mr. 99 

Merola therefore proposes allocating CIMS costs evenly between delivery and supply.  100 

Id.   101 

Q. Does this rationale make sense? 102 

A. No.  Mr. Merola appears to be discussing the costs related to building IT systems, but this 103 

category of costs is related to operating and maintaining IT systems.  Thus, ComEd’s 104 

methodology to first allocate costs to those departments that use the IT system assets, and 105 

then apply each department’s weighted allocator is more appropriate and less arbitrary 106 

than Mr. Merola’s.   107 

Q. What is Mr. Merola’s second proposed adjustment regarding allocation of ComEd’s 108 

IT costs? 109 



Docket No. 10-0467 
ComEd Ex. 72.0 

Page 6 of 7 
 

A. Second, Mr. Merola applied an allocator based on the average allocation of other 110 

customer services IT costs after his 50-50 CIMS adjustment discussed above.  Id., 111 

26:536-27:557.   112 

Q. Is this proposed adjustment appropriate? 113 

A. No.  This modification is rooted in Mr. Merola’s arbitrary and inappropriate 50-50 114 

reallocation of CIMS system operating costs.  The methodology supporting this 115 

modification is therefore meaningless.   116 

IV. Other Issues 117 

Q. With regard to Staff witness Mr. Rukosuev’s position on the Switching Study, is Mr. 118 

Merola’s discussion regarding the impact of ComEd’s obligations as a default 119 

provider accurate? 120 

A. No, it is not.  Mr. Merola’s discussion ignores ComEd’s Data Request Response to PR 121 

11.02, which is cited by Mr. Rukosuev (see Rukosuev Dir., Staff Ex. 12.0, 31:732) and 122 

attached hereto as ComEd Exhibit 72.1.  This response clearly states that regardless of 123 

switching at any level, ComEd must retain the ability to calculate supply charges for each 124 

customer who has chosen an alternate supplier.   125 

Q. Do you agree with the remainder of Mr. Merola’s Rebuttal Testimony? 126 

A. No.  Just because I am silent on an issue raised by Mr. Merola in his rebuttal testimony 127 

does not mean that it is uncontested.  Indeed, Mr. Merola and I disagree on several other 128 

matters, some of which boil down to semantics.  In the interest of brevity, however, I will 129 

refrain from restating all of my prior positions set forth in this proceeding. 130 
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Q. Does this complete your Surrebuttal Testimony? 131 

A. Yes, it does. 132 


