
brownd
Rectangle



ICEA Ex. 3.0 

 

 

STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

 
Commonwealth Edison Company,   ) 
Proposal to establish Rider PORCB   )  
(Purchase of Receivables with Consolidated Billing) ) Docket No. 10-0138 
and to revise other related tariffs.   ) 
 

 

 

Direct Testimony on Rehearing of 

Kevin Wright 

President, Illinois Competitive Energy Association  

 

On Behalf of Intervenor 

Illinois Competitive Energy Association  

 

Dated: May 20, 2011 

 

 

 

 

 

 

 

 



Docket No. 10-0138 
ICEA Exhibit 3.0 

Page 2 of 8 
 

 

I. Introduction of Witness 1 

 A. Identification of Witness 2 

Q. Please state your name. 3 

A. Kevin Wright. 4 

 5 

Q. Are you the same Kevin Wright who submitted direct and rebuttal testimony in the initial 6 

proceeding? 7 

A. Yes.  My direct testimony is ICEA Ex. 1.0, and my rebuttal testimony is ICEA Ex. 2.0. 8 

 9 

Q. Has there been any updates in the membership of the Illinois Competitive Energy 10 

Association ("ICEA") since you last submitted testimony in this proceeding? 11 

A. Yes.  Six (6) ICEA member companies are currently licensed to serve residential electric 12 

customers within ComEd's service territory (Champion Energy, LLC; Direct Energy Services, 13 

LLC; Constellation NewEnergy, Inc.; FirstEnergy Solutions; Integrys Energy Services, Inc; and, 14 

Nordic Energy Services, LLC.) and others are contemplating entry into that market.  A seventh 15 

member, MC2 Energy Services, LLC has a pending application at the Commission to serve 16 

residential customers (ICC Docket No. 11-0360).  As I noted in my earlier testimony, ICEA 17 

members Champion, Integrys and Direct Energy collectively serve over three million residential 18 

gas and/or electric customers in North America. In addition, on May 12, 2011, ICEA member 19 

company Constellation Energy announced that it had signed an agreement to acquire MX Energy, 20 

a Connecticut-based supplier of natural gas and electricity with more than half a million 21 
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residential and small commercial customers in North America.  ICEA members have substantial 22 

experience in serving residential and small commercial customers in competitive retail markets 23 

and in evaluating what works best when it comes to fostering retail electric competition. 24 

 25 

 B. Purpose of Direct Testimony on Rehearing 26 

Q. What is the purpose of your direct testimony on rehearing? 27 

A. The purpose of my direct testimony on rehearing is to address the concerns raised by ICEA in its 28 

Petition For Rehearing, for which the Illinois Commerce Commission (“ICC” or “the 29 

Commission”) granted rehearing in its March 23, 2011 Order.  Specifically, my testimony will 30 

address why ICEA believes a cost recovery approach that employs separate uncollectible factors 31 

for residential and small commercial customers is the most appropriate approach for the 32 

Commission to take with regard to Rider PORCB. 33 

 34 

II. SEPARATE UNCOLLECTIBLE FACTORS FOR RESIDENTIAL AND SMALL COMMERCIAL 35 
CUSTOMERS ARE THE MOST APPROPRIATE APPROACH FOR THE COMMISSION TO 36 
TAKE WITH REGARD TO RIDER PORCB 37 

 38 

Q. Please describe ICEA’s position regarding the appropriate uncollectible cost recovery 39 

approach to be used for Rider PORCB. 40 

A. ICEA continues to strongly believe that the use of separate uncollectible factors for residential 41 

and eligible commercial customers is the most appropriate uncollectible cost recovery approach 42 

to be used for Rider PORCB.  Having separate uncollectible factors: 43 
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• better aligns the recovery of uncollectible costs with the class of customers associated with 44 

those costs;  45 

• is consistent with a memorandum of understanding agreed to between ComEd and virtually 46 

the entire retail electric supplier community (and which garnered the support of the Citizens 47 

Utility Board);  48 

• is in the best interests of all Illinois consumers in ComEd's service territory; 49 

• facilitates an apples-to-apples comparison with ComEd's default service rate; and, 50 

• best comports with the statutory language and underlying policy establishing POR and UCB.   51 

 52 

Q. How does the use of separate uncollectible factors better align the recovery of uncollectible 53 

costs with the class of customers associated with those costs? 54 

A. By maintaining a separation between residential and eligible commercial customers, use of 55 

separate uncollectible factors ensures that cost recovery is more closely aligned with the class of 56 

customers associated with the cost.  This establishment of separate charges for the two classes of 57 

service upholds the well established principle of costs being allocated most closely to the 58 

customers that cause them.  The Commission has approved this customer class cost allocation 59 

principle for the uncollectible cost recovery under ComEd’s Rider UF in ICC Docket No. 09-60 

0433.  There is no policy or other rationale to abandon the principle here.  I do not see why the 61 

Commission would want to purposefully create a cross-subsidy among ARES customers where 62 

none exists among customers on ComEd's bundled service. 63 

 64 

Q. Is the use of separate uncollectible factors consistent with the Memorandum of 65 

Understanding (“Memorandum of Understanding”) ICEA and RESA entered into with 66 
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ComEd (and formally referred to as the "Agreement Regarding Tariffs To Be Filed With 67 

The Illinois Commerce Commission For Approval Pursuant To Subsection (c) Of Section 68 

16-118 Of The Public Utilities Act"? 69 

A. Yes.  The use of separate uncollectible factors is consistent with the Memorandum of 70 

Understanding in ComEd Ex. 1.3, Direct Testimony of Robert Garcia. 71 

 72 

Q. Does ICEA continue to believe that the Memorandum of Understanding is consistent with 73 

the goal of creating a PORCB program that will be used by retail electric suppliers in a 74 

substantial and widespread manner? 75 

A. Yes, it does.  ICEA members have substantial experience in serving residential and small 76 

commercial customers in competitive retail markets and in evaluating what works best when it 77 

comes to fostering retail electric competition.  ICEA would not have agreed to enter into the 78 

Memorandum of Understanding had its members thought it would result in an unused, 79 

unworkable and unwanted POR and UCB service. 80 

 81 

Q. Do you believe that the Commission's current combined uncollectible factor approach is in 82 

the best interests of all Illinois consumers in ComEd's service territory? 83 

A. I do not.  By combining the uncollectible factors, the Commission appears intent on picking 84 

winners and losers with regard to ComEd's Rider PORCB tariff.  More specifically, the 85 

Commission's rationale appears to be that the comparatively lower combined discount rate is 86 

necessary to incent suppliers to use Rider PORCB to serve residential customers.  ICEA 87 

emphatically does not believe such an incentive is necessary to foster the widespread use of 88 

PORCB by suppliers for all PORCB-eligible customers.  To the contrary, the Commission's 89 
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approach makes PORCB less attractive for retail electric suppliers serving commercial customers 90 

in ComEd's service territory thereby quite possibly denying those commercial customers the 91 

robust competitive offerings they might otherwise have received. 92 

Q. Please continue. 93 

A. There are a number of small and medium commercial customers who have not yet switched to 94 

competitive supply and who could benefit from the increased choices that a successful PORCB 95 

program could bring.  According to the latest DASR report posted on the Commission's website 96 

and dated February 28, 2010, only 14.1% of small commercial customers (0-100 kW) are taking 97 

supply service from a retail electric supplier.  205,913 remain on ComEd's fixed price supply.  Of 98 

the medium commercial customers (100-400 kW), 60.2 percent are taking service from a retail 99 

electric supplier.  5,323 medium commercial customers remain on ComEd's fixed price supply.  100 

(See, Electric Switching Statistics (DASR), ICC website, 101 

www.icc.illinois.gov/electricity/switchingstatistics.aspx). 102 

 103 

Q. Does setting a discount rate that does not reflect the attributes of a particular customer 104 

class have an effect on competition? 105 

A. Yes.  Setting a discount rate that includes a higher uncollectible factor than may properly be 106 

attributed to that class raises serious competitive issues.  ComEd’s rate to serve a small 107 

commercial customer taking bundled service from ComEd will reflect an uncollectible factor 108 

specific to that class.  In contrast, a retail electric supplier serving that same customer under 109 

PORCB would need to charge a rate reflective of the higher combined uncollectible factor, 110 

thereby increasing the rate that would need to be charged to recover for that additional expense.  111 

In setting a combined uncollectible factor for PORCB that is different than the uncollectible 112 

factor applied by ComEd to its own bundled customers, the playing field has been tilted against 113 

http://www.icc.illinois.gov/electricity/switchingstatistics.aspx�
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competitive supply.  Such an outcome is precisely contrary to the fundamental objective of 114 

PORCB-- to bring the benefits of competition to small commercial and residential customers. 115 

 116 

Q. Are there any other reasons why ICEA believes the current combined uncollectible factor 117 

approach is not in the best interests of all Illinois consumers in ComEd's service territory? 118 

A. Yes.  The Commission's use of a combined uncollectible factor for Rider PORCB makes apples-119 

to-apples comparisons with ComEd's default service rate (which is calculated using separate 120 

uncollectible factors) harder for consumers to make, thereby frustrating Illinois consumers’ 121 

ability to make educated decisions about their electric supply. 122 

 123 

Q. Is the use of separate uncollectible factors in line with the statutory language and 124 

underylying  objectives establishing POR and UCB? 125 

A. I believe so. I am not an attorney, but I am not aware of anything in the statute or the policy 126 

underlying it that supports the notion that the Commission is to pick winners and losers with 127 

regard to POR and UCB service.  Nor do I see any discretion or direction given to the 128 

Commission to favor residential customers over commercial customers when it comes to defining 129 

the availability of POR and UCB. 130 

 It seems clear to me that inflating the uncollectible risk associated with a small commercial 131 

customer discourages the use of PORCB for that class of customers.  The General Assembly did 132 

not authorize the PORCB program to benefit the residential customer class at the expense of the 133 

small commercial customer class.  If that were their intent, presumably the General Assembly 134 

would have put in place language to accomplish that goal.  The members of the General 135 

Assembly included no such language.  To the contrary, the law clearly requires that POR and 136 
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UCB be made available to both of these classes.   To make it available only on a discriminatory 137 

basis– which a combined discount rate necessarily is– is not only against sound public policy, but 138 

finds no support in the objectives underlying the PORCB law. 139 

 140 

V.  CONCLUSION AND RECOMMENDATIONS  141 

Q.  Please summarize your conclusions and recommendations. 142 

A. ICEA reiterates its support for the Memorandum of Understanding and the Final Order that 143 

established a discount rate that includes separate uncollectible factors for residential customers 144 

and small commercial customers.  ICEA believes that having separate uncollectible factors:: 145 

• better aligns the recovery of uncollectible costs with the class of customers associated with 146 

those costs;  147 

• is consistent with a memorandum of understanding agreed to between ComEd and virtually 148 

the entire retail electric supplier community (and which garnered the support of the Citizens 149 

Utility Board);  150 

• is in the best interests of all Illinois consumers in ComEd's service territory; 151 

• facilitates an apples-to-apples comparison with ComEd's default service rate; and, 152 

• best comports with the statutory language and underlying policy establishing POR and UCB.   153 

 154 

Q. Does this conclude your testimony?  155 

A.  Yes, it does. 156 


















