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I. INTRODUCTION 1 

 2 

A. Witness Identification 3 

Q. Please state your name and business address. 4 

A. My name is Roy Boston.  My business address is 1901 Butterfield Road, Suite 660, 5 

Downers Grove, IL. 60515. 6 

Q. By whom are employed and in what capacity? 7 

A. I am employed by the retail energy supplier, Noble Americas Energy Solutions LLC 8 

(―Noble Americas‖).  My title is Strategic Planning and Policy Manager—East.   9 

Q. On whose behalf are you offering direct testimony in this proceeding? 10 

A.   On behalf of the Retail Energy Supply Association, better known as RESA.   11 
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Q. Please describe the operations of RESA. 12 

A. The Retail Energy Supply Association is a broad and diverse group of retail energy 13 

suppliers who share the common vision that competitive retail energy markets deliver a 14 

more efficient, customer-oriented outcome than a regulated utility structure.  RESA is 15 

devoted to working with all stakeholders to promote vibrant and sustainable competitive 16 

retail energy markets for residential, commercial and industrial consumers.
1
   17 

Q. Please outline your educational and business experience. 18 

A. I have a Bachelor of Science in Business Economics and Public Policy from Indiana 19 

University in Bloomington, Indiana.  I earned a Juris Doctorate degree from 20 

Southwestern University School of Law in Los Angeles.  Beginning 1985 I was 21 

employed at a small litigation law firm in Chicago.  Subsequent to that position I served 22 

as an Executive Assistant to Commissioner Ruth Kretschmer, 1986-1990. I have been 23 

employed at MidCon Corporation, MC squared, Enron, Dynegy/Illinois Power Company 24 

Eclipse Energy Solutions and beginning in 2005, Sempra Energy Solutions.  In 2010, 25 

Sempra Energy Solutions was acquired by Noble Americas and I am now employed by 26 

that company in the same position I had with Sempra Energy Solutions. 27 

                                                           

1 RESA’s members include:  Champion Energy Services, LLC; ConEdison Solutions; 

Constellation NewEnergy, Inc.; Direct Energy Services, LLC; Energetix, Inc.; Energy Plus 

Holdings, LLC; Exelon Energy Company; GDF SUEZ Energy Resources NA, Inc.; Green 

Mountain Energy Company; Hess Corporation; Integrys Energy Services, Inc.; Just Energy; 

Liberty Power; MC Squared Energy Services, LLC; Mint Energy, LLC; MXenergy; NextEra 

Energy Services; Noble Americas Energy Solutions LLC; PPL EnergyPlus, LLC; Reliant Energy 

Northeast LLC and TriEagle Energy, L.P..  The comments expressed in this filing represent the 

position of RESA as an organization but may not represent the views of any particular member 

of RESA. 

 



3 
 

Q. Have you previously testified before the Illinois Commerce Commission 28 

(“Commission”)? 29 

A. Yes, I testified in the two most recent Commonwealth Edison Company (―ComEd‖) rate 30 

cases, Ill. C. C. Docket 07-0566 and Ill. C. C. Docket 10-0467. 31 

B. Purpose and Scope of Direct Testimony 32 

Q. What is the purpose of your direct testimony? 33 

A. RESA filed a petition for rehearing in this proceeding, which the Commission granted.  34 

The purpose of my direct testimony is to address, on behalf of RESA, the only issue on 35 

rehearing in this proceeding, namely whether the discount rate for uncollectibles under 36 

ComEd’s Rider PORCB should be separate rates for residential and non-residential 37 

customers (as directed by the Commission in its December 15, 2010 Order in this 38 

proceeding (the ―Final Order‖), or a single, blended rate for both residential and non-39 

residential customers (as directed by the Commission in its Amendatory Order on 40 

February 9, 2011 and an Order upon Emergency Motion for Clarification on February 25, 41 

2011 (collectively referred to hereinafter as the ―Amendatory Orders‖).    42 

Q. Would you please summarize your rebuttal testimony in this proceeding? 43 

A. Use of separate uncollectible rates for residential and non-residential customers is 44 

appropriate for the following reasons.  First, ComEd has calculated separate uncollectible 45 

rates for residential and non-residential customers and they are substantially different.  46 

Second, failure to use separate uncollectible rates would violate cost causation principles 47 

and result in a subsidy.  Third, use of a single, blended rate would result in Retail Electric 48 
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Suppliers (―RES‖) would heavily discourage RESs from enrolling non-residential 49 

customers  in Rider PORCB.  Fourth, if only residential customers are enrolled in Rider 50 

PORCB, ComEd will not recover its uncollectible costs associated with Rider PORCB 51 

customers from those customers.  Fifth, the Illinois General Assembly intended purchase 52 

of receivables/utility consolidated billing programs to be available to RES’ providing 53 

service to non-residential customers. 54 

II. USE OF SEPARATE UNCOLLECTIBLE RATES FOR RESIDENTIAL AND NON-55 

RESIDENTIAL CUSTOMERS IS APPROPRIATE. 56 

Q. Please explain ComEd’s Rider PORCB.  57 

A.   ComEd’s witness, Mr. Robert Garcia, provided the following explanation in his direct 58 

testimony in the proceeding below (ComEd Ex. 1.0).  He testified that the primary 59 

purpose of Rider PORCB is to implement Section 16-118 (c) of the Public Utilities Act, 60 

which requires ComEd to provide a new tariffed service under which a RES may, at its 61 

option, sell to ComEd receivables for its residential customers and its non-residential 62 

retail customers  with a non-coincident peak demand of less than 400 kilowatts 63 

(hereinafter I will refer to these customers simply as ―non-residential customers‖), at a 64 

discount rate.  The discount rate is to be based on both the costs the utility incurs in 65 

setting up and administering the program and historic bad debt. 66 

Q.   Please explain the cost recovery mechanism under Rider PORCB. 67 

A.   Again, Mr. Garcia offered a detailed explanation in his direct testimony in the proceeding 68 

below.  He testified that, consistent with the requirements of Section 16-118 (c) of the 69 

Public Utilities Act, Rider PORCB establishes a two-part discount rate applicable to the 70 

receivables it purchases from RES: (1) a percentage reduction for the recovery of 71 
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uncollectible costs associated with the purchased receivables that is based on ComEd’s 72 

historic bad debt rate, and (2) a fixed, $0.50 per bill charge for the recovery of start-up 73 

and administrative costs associated with ComEd’s purchase of receivables.  Note that the 74 

Commission accepted use of the fixed $0.50 per bill charge to recover start-up and 75 

administrative costs and this is not an issue on rehearing (although it is an issue in an 76 

appeal brought by Dominion Retail).  The discount rate for uncollectible costs, 77 

specifically whether it should be a single, blended rate or separate rates for residential 78 

and non-residential customers, is the sole issue on rehearing. 79 

Q. Was the cost recovery mechanism proposed by ComEd the subject of collaboration 80 

among parties? 81 

A.  Yes, the two-part cost recovery mechanism (including the feature of separate 82 

uncollectible rates for residential and non-residential customers) was agreed to by 83 

ComEd, RESA, and the Illinois Competitive Energy Association (―ICEA‖), as 84 

memorialized in a Memorandum of Understanding (ComEd Ex. 1.3).  The Citizens 85 

Utility Board also agreed with ComEd’s two-part cost recovery mechanism. 86 

Q. As a result of the Commission’s Final Order, what uncollectible rates were reflected 87 

in ComEd’s compliance filing? 88 

A. ComEd’s compliance filing reflected separate uncollectible rates for residential 89 

customers (2.239%) and non-residential customers (0.774%).  The Commission accepted 90 

ComEd’s compliance filing 91 

Q.   As a result of the Commission’s Amendatory Orders, what uncollectible rate was 92 

reflect in ComEd’s compliance filing? 93 
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A.   Pursuant to the Amendatory Orders, ComEd made a compliance filing which reflected a 94 

single, blended uncollectible rate applicable to both residential and non-residential 95 

customers.  That rate was 1.8453%.  ComEd determined the number by calculating a 96 

weighted average of the residential uncollectible factor of 1.0244 and the uncollectible 97 

factor for non-residential customers with a demand lower than 400 kW of 1.0070.  The 98 

weighting was on the basis of gross charge-offs and base revenues.  (Verified Reply to 99 

Notice of Administrative Law Judge’s Ruling, dated November 8, 2010, Attachment 1 100 

(November 8 Verified Reply‖)) 101 

Q. ComEd calculated the single, blended uncollectible rate; did ComEd support use of 102 

that rate? 103 

A. No, the Notice of Administrative Law Judge’s Ruling directed ComEd to calculate a 104 

single uncollectible rate. ComEd had no choice except to prepare the calculation; 105 

however, ComEd reiterated its objection to using such a methodology.  ComEd indicated 106 

that the only purpose served by averaging historic residential and non-residential 107 

uncollectible rates is to further disconnect the discount rate charged for the purchase of 108 

receivables from ComEd’s cost of service and the traditional ratemaking principle of cost 109 

causation.  ComEd stated that such an averaging will cause the charges to RESs serving 110 

residential customers under Rider PORCB to be below cost (below ComEd’s bad debt 111 

risk), while increasing the charges to RESs serving non-residential customers above cost 112 

(above ComEd’s bad debt risk).  ComEd further stated that in addition to discouraging 113 

RESs from utilizing PORCB to serve their non-residential customers, averaging the rates 114 

will likely cause  an under recovery of bad debt expense associated with residential 115 

customers served via Rider PORCB. 116 
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Q.   In your opinion, what uncollectible rate or rates should be reflected in the cost 117 

recovery mechanism under ComEd’s Rider PORCB? 118 

A.  I agree with ComEd that use of a single, blended uncollectible rate is not appropriate.  119 

Separate uncollectible rates for residential and non-residential customers should be 120 

utilized. 121 

Q. You have testified that use of a single, blended uncollectible rate results in a subsidy.  122 

Please explain why. 123 

A. ComEd’s historic bad debt experience with residential customers is 2.239%.  The blended 124 

discount rate is 1.8354%.  To the extent that RES sign up their residential customers 125 

under Rider PORCB they will be receiving an amount for their receivables greater than 126 

the amount that ComEd will recover, based on its historic bad debt experience. 127 

Q. You have also testified that if ComEd’s Rider PORCB continues to utilize a single 128 

blended rate, it is unlikely that RESs will enroll non-residential customers in Rider 129 

PORCB.  Why is that the case? 130 

A. It makes economic sense for a RES to enroll residential customers in Rider PORCB 131 

because the amount ComEd is paying for the RES’ receivables is greater than the amount 132 

it would likely collect, assuming its ability to collect is equal to that of ComEd.  On the 133 

contrary, it makes no economic sense for a RES to enroll non-residential customers (for 134 

which ComEd experiences an uncollectible rate of 0.77470%) and receive a discount of 135 

1.8453% from ComEd. 136 
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 Q. Does ComEd’s experience under Rider PORCB support your opinion that use of a 137 

single, blended uncollectible rate will strongly discourage the enrollment of non-138 

residential customers? 139 

A. Rider PORCB has only been available for a relatively short period of time.  Moreover, it 140 

has been operated under two separate compliance filings.  While the numbers I have seen 141 

appear to support my opinion, RESA has some discovery requests outstanding with 142 

ComEd that hopefully will allow me to answer fully this question in my rebuttal 143 

testimony on rehearing. 144 

Q. You have testified that if only residential customers are enrolled in Rider PORCB, 145 

ComEd will not recover its uncollectible costs associated with Rider PORCB 146 

customers from those customers.  Please explain. 147 

A. As I explained previously, pursuant to the Amendatory Orders, ComEd is compensating 148 

RESs for their receivables based on a discount rate of 1.8453%.  However, ComEd’s 149 

historic bad debt experience for residential customers is substantially higher than that—150 

2.239%.  Obviously, ComEd will not be able to recover its uncollectible costs associated 151 

with Rider PORCB customers from those customers. 152 

Q. Isn’t it correct that there is much more RES activity in the non-residential market, 153 

and, if so, why would a single, blended rate which could encourage more activity in 154 

the residential market not be a good policy decision for the Commission? 155 

A. There are many ways to encourage shopping in the residential market.  A policy decision 156 

which violates principles of cost causation and results in subsidization, as well as under 157 

recovery of ComEd’s uncollectible costs from the customers responsible for such costs is 158 
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not appropriate. As a general matter, whenever there are two customer groups with one 159 

paying above-actual utility cost and the other receiving service below actual utility cost it 160 

is understandable that the subsidized will favor that structure whereas the subsidizing 161 

customer group will avoid it if possible.  In the present case, the customer groups are 162 

RESs serving the residential and non-residential customer classes, respectively, and the 163 

latter will be less likely to participate in an above-cost service to the benefit of RESs 164 

serving residential customers.  Moreover, it is inconsistent with the intent of the Illinois 165 

General Assembly that likely wanted to expand, and not restrict the benefits of this 166 

competitive service.  167 

Q. You have testified that, in your opinion, the Illinois General Assembly intended that 168 

POR/UCB programs, like ComEd’s Rider PORCB, be available for non-residential 169 

customers.  Please explain. 170 

A. As I have already testified, Section 16-118 (c) requires ComEd to give RESs the option to 171 

have ComEd purchase their receivables not only for residential customers, but for non-172 

residential customers with a non-coincident peak demand of less than 400 kilowatts.  The 173 

Commission’s decision to use a single, blended uncollectible rate results in a discount 174 

rate that is higher than historical uncollectibles for non-residential customers and renders 175 

this legislative demarcation point irrelevant and rendering  this RES option illusory. 176 

Q. In its Order, dated August 19, 2008, in Ill. C. C. Dockets 08-0619/08-0620/08-0621 177 

(consolidated), the Commission adopted use of a single, blended uncollectible rate 178 

for the Ameren Illinois Utilities (“AIU”).  Isn’t there some benefit in the 179 

Commission consistently using such a rate for ComEd? 180 
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A.  In the AIU POR/UCB docket, an AIU witness provided testimony that AIU wanted its 181 

discount rate to reasonably compare with those of used in other jurisdictions and 182 

therefore provided a single discount rate.  While the single discount rate supported by 183 

AIU in its POR/UCB case may be reasonable, it begs the questions whether a single 184 

discount rate is reasonable when there is an almost 190% difference between ComEd’s 185 

residential and non-residential historical discount rates (2.239%  residential versus .774% 186 

non-residential discount rates= 189% difference).  AIU neither provided nor supported 187 

separate discount rates in its POR/UCB docket – anticipated revenues for applicable 188 

residential and non-residential customers were combined and compared against total 189 

uncollectible costs.  In contrast, in this docket, ComEd has provided substantial evidence 190 

that warrants separate discount rates for POR for these rate classes. Moreover, as shown 191 

by evidence provided by AIU in its docket, most jurisdictions with POR have a discount 192 

rate less than 1% which would mean that a blended discount rate for ComEd would 193 

actually cause a departure from those of other states for the non-residential customer 194 

group, which, as evidence shows, should be .774%. 195 

 Moreover, given the lack of participation in Ameren’s POR/UCB Program, a goal of 196 

uniformity may be better served if Ameren’s program were revised to require separate 197 

uncollectible rates for residential and non-residential customers. 198 

III. CONCLUSION 199 

Q. Would you please make any concluding remarks? 200 

A.  Whether to approve a single POR/UCB discount rate or separate rates to reflect 201 

historical, and therefore anticipated, uncollectible rates for residential and non-residential 202 
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customer groups is a policy choice of which the Commission is the appropriate decision 203 

maker.  One of the chief benefits of competition is to drive the price of service to cost and 204 

to eliminate unjustified subsidies flowing between classes.  It would be unfortunate if 205 

RESs using PORCB – arguably the first new service ComEd had created for the sole 206 

elective use by RESs – are burdened with additional subsidies the elimination of which is 207 

the very benefit sought by the legislature by enabling the expansion of competition. 208 

Q. Does this conclude your direct testimony? 209 

A. Yes, it does.  210 
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NOTICE OF FILING 

 

 Please take note that on May 20, 2011, I caused to be filed via e-docket with the Chief 

Clerk of the Illinois Commerce Commission, the attached Direct Testimony (On Rehearing) of 

Roy Boston on behalf of the Retail Energy Supply Association in this proceeding. 

Dated:  May 20, 2011 

       /s/GERARD T. FOX 

           Gerard T. Fox 
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