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I. Introduction and Background 1 

A. Identification of Witness 2 

Q. Please state your name and business address. 3 

A. My name is William P. McNeil.  My business address is Commonwealth Edison 4 

Company, 1919 Swift Drive, Oakbrook, Illinois  60521. 5 

Q. By whom are you employed and in what capacity? 6 

A. I am employed by Commonwealth Edison Company (the “Company” or “ComEd”) as 7 

Vice President – Energy Acquisition. 8 

Q. Have you previously submitted testimony in this matter? 9 

A. Yes.  I previously submitted ComEd Exhibit (“Ex.”) 2.0, the Direct Testimony of 10 

William P. McNeil, and ComEd Ex. 4.0, the Rebuttal Testimony of William P. McNeil. 11 

B. Purpose of Testimony and Summary of Conclusions 12 

Q. What is the purpose of your supplemental rebuttal testimony? 13 

A. At the status hearing in this matter on March 17, 2011, Administrative Law Judge Jones 14 

requested some additional information concerning the amount of administrative and 15 

operational costs that are involved in this matter.  Subsequently, Illinois Commerce 16 

Commission (the “Commission” or “ICC”) Staff (“Staff”) followed up with some 17 

discovery requests seeking detailed information concerning the administrative and 18 

operational costs and why they are reasonable.  ComEd responded to those requests.  19 

Staff essentially then requested that ComEd provide that information in supplemental 20 

testimony.  This testimony provides that additional information. 21 
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Q. What is the total amount of administrative and operational costs that are involved in this 22 

matter? 23 

A. For the period June 1, 2008, through May 31, 2009, which is the period covered in this 24 

proceeding, ComEd passed through to customers pursuant to Rider PE - Purchased 25 

Electricity (“Rider PE”) and Rate BESH - Basic Electric Service – Hourly Energy Pricing 26 

(“Rate BESH”) $12,770,611 in administrative and operational costs, including 27 

$6,477,132 in auction-related costs.1  28 

Q. Are these costs just and reasonable? 29 

A. Yes, they are.  All of the costs were incurred in activities related to the procurement of 30 

power and energy for ComEd’s fixed price or hourly customers and are reasonable in 31 

amount.  In addition, I am advised by ComEd’s legal counsel that it is ComEd’s legal 32 

position that Section 16-111.5(l) of the Illinois Public Utilities Act (“PUA”), 220 ILCS 33 

5/16-111.5(l), provides that all auction-related costs are deemed by statute to have been 34 

prudently incurred.  The latter point, if needed and appropriate, will be addressed by legal 35 

counsel in a manner consistent with an order of the Administrative Law Judge. 36 

C. Itemized Attachments to Testimony 37 

Q. Are you sponsoring any attachments to your testimony? 38 

A. Yes, I am sponsoring the attached ComEd Exs. 5.1 and 5.2, which I cited above and 39 

which are discussed later in my testimony. 40 

II. Description of Administrative and Operational Costs 41 

Q. What are administrative and operational costs in this context? 42 

                                                 
1 See attached ComEd Exs. 5.1 and 5.2. 
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A. In general, these are the costs, other than the direct costs of the supply itself, e.g., energy, 43 

capacity, ancillary services, transmission, that ComEd incurs in procuring power and 44 

energy to serve its customers.  In addition, in a situation that is somewhat unique to this 45 

proceeding, we have included in these costs the costs associated with the auction process 46 

that the Commission approved in ICC Docket No. 05-0159 for the procurement of power 47 

and energy prior to the adoption of the Illinois Power Agency (“IPA”) procurement 48 

process that is currently being used.  As I stated earlier, it is ComEd’s position that these 49 

costs are conclusively classified as prudent and reasonable, and fully recoverable. 50 

 A.  Costs Incurred in Procuring Power and Energy 51 

Q. Can you provide a general description and breakdown of the various categories of 52 

administrative and operational costs that ComEd incurred in procuring power and energy 53 

during the relevant period? 54 

A. Yes, that description and breakdown is included in ComEd Ex. 5.1.  55 

Q. Referring to ComEd Ex. 5.1, what are the Energy Acquisition Department Internal Costs? 56 

A. These are the internal costs, primarily consisting of labor, office space and equipment, 57 

that are incurred by ComEd’s Energy Acquisition Department.  I describe these costs in 58 

detail in my Direct Testimony, ComEd Ex. 2.0. 59 

Q. What are the Information Technology System Costs? 60 

A. These are the costs incurred to maintain and support the Retail Office (“RO”) software 61 

that is used by the Energy Acquisition Department’s Wholesale Supplier Operations.  RO 62 

is a standard industry wholesale settlements program that assists in the determination of 63 

the amount of load served by ComEd pursuant to Rider PE and Rate BESH.  PJM 64 
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requires that ComEd report this information on a daily basis.  The function of the 65 

Wholesale Supplier Operations group and of the RO software is further discussed at 66 

pages 5-6 of my Direct Testimony, ComEd Ex. 2.0.  A portion of the RO costs that were 67 

flowed through Rider PE and Rate BESH for this period had been previously approved 68 

by the Commission in ICC Docket No. 05-0597.  In that proceeding, the Commission 69 

approved $1,381,800 of RO-related costs and approved the amortization and recovery of 70 

those costs over a five-year period.2  For the period under review in this proceeding, 71 

ComEd recovered $375,021 of those previously approved costs.  Since that proceeding, 72 

ComEd has needed to revise RO in response to various PJM rule changes.  Consistent 73 

with the approval given in ICC Docket No. 05-0597, and consistent with standard 74 

accounting practice, ComEd capitalized those costs and has been amortizing them over a 75 

five-year period.   76 

Q. What are the PJM Credit Costs? 77 

A. PJM credit costs represent the credit facility costs for the posting of PJM-required credit.  78 

PJM requires collateral of all of its members as insurance for payment of services 79 

rendered to serve the load.  The Procurement Plan (see pages 61-62)3 requires ComEd to 80 

procure the supply to balance the load of its fixed price customers directly from the PJM 81 

spot markets.  Similarly, the PUA requires ComEd to procure the supply to serve the full 82 

load of its hourly customers from the “applicable market”, i.e., PJM, as well.  In addition, 83 

ComEd procures capacity, ancillary services and transmission to serve both its fixed price 84 

                                                 
2  See ComEd Ex. 10.7 in ICC Docket No. 05-0597. 
3  Procurement of Supply for Period June 2008 through May 2009 – Compliance Filing Pursuant to the Illinois 
Commerce Commission’s Final Order Dated December 19, 2007, dated January 18, 2008 (“Procurement Plan”). 
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and hourly customers from PJM.4  Thus, ComEd must post collateral for this load.   Since 85 

the contracts for the block energy products, which are most of the energy that ComEd 86 

procures, require the suppliers to physically deliver this supply, ComEd is not required to 87 

post collateral for this portion of its load.  This requirement, which ComEd has 88 

consistently supported, serves to minimize the amount of PJM credit costs that ComEd 89 

must incur. 90 

Q. What are the Renewable Energy Credits (“RECs”) Costs? 91 

A. These costs are associated with the certification and tracking services that were used to 92 

manage the REC contracts.  As set out in the Procurement Plan (see page 30), two 93 

services were used during this period to track RECs.  They were the PJM Environmental 94 

Information Services Generation Tracking System and the MISO Midwest Renewable 95 

Energy Tracking System.  These costs included a fixed annual membership fee and a 96 

separate fee charged for each REC that was retired by the system. 97 

Q. What are the Procurement Monitor and Administrator Costs? 98 

A. The Procurement Monitor costs were costs directly associated with the payment of bills 99 

by ComEd for the professional services of a Procurement Monitor who was employed by 100 

Staff for the purposes of monitoring the fixed price procurement process.  The 101 

Procurement Administrator Costs were the costs for the services of the Procurement 102 

Administrator who was employed by ComEd to administer the procurement plan.  These 103 

latter costs were recovered through the assessment and collection of fees on the suppliers.  104 

The amount of the fees collected slightly exceeded the actual costs incurred.  The 105 

overcollection was passed on to customers.  The amount of costs shown on ComEd 106 

                                                 
4  See Procurement Plan, p. 38. 
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Ex. 5.1 for Procurement Monitor and Administrator Costs include the costs related to 107 

both the first and second procurement plan proceedings, ICC Docket Nos. 07-0528, 108 

07-0531 and 08-0519. 109 

Q. What are the costs for Professional Services for Auction Revenue Rights (“ARRs”)? 110 

A. Each year, PJM auctions off the right to transmit energy over the various paths that 111 

comprise its transmission system.  In conjunction with this auction, PJM allocates to its 112 

transmission customers the right to receive some of the revenue from this auction.  113 

However, in order to receive this revenue, the transmission customer must nominate the 114 

paths on the PJM transmission system that it wants to receive the revenue from.  There 115 

are significant differences in the amount of revenue that PJM receives for each of the 116 

various paths.  In fact, the amount of the revenue can be a negative number.  ComEd 117 

employs the professional services of an expert in this area to assist it with the nomination 118 

process.  Both the costs of this service and any auction revenues that are received are 119 

passed on to customers.  ComEd received over $4 million in auction revenues for the 120 

ARRs for which it incurred costs to nominate during the period covered by this 121 

proceeding.5  122 

Q. What are the Professional Services Supporting the Supplier Forward Contracts (“SFC”) 123 

Costs? 124 

A. The SFCs are the supply agreements that resulted from the auction.  While the auction 125 

has been replaced, some of the SFCs were multi-year contracts and were in effect during 126 

                                                 
5  The authorization to nominate ARRs first appeared in the Power Procurement Plan Approved January 7, 2009 (see 
p. 51), which covered the period June 2009 through May 2014 and was approved by the Commission in ICC Docket 
No. 08-0519 (see pp. 30-31).  The costs to nominate the ARRs were incurred during the period covered by this 
proceeding and were recovered from customers during this same period.  The revenues were received over the 
period June 2009 – May 2010 and were flowed back to customers over that period. 
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this period.6  Because the SFCs were full requirements contracts, the suppliers required 127 

continuously updated information concerning the usage characteristics of ComEd 128 

customers in order to more accurately meet those customers’ supply needs.  Therefore, 129 

ComEd maintained a data room on the procurement website containing this information.  130 

These costs are associated with the population and administration of this data room. 131 

Q. What are the First Procurement Plan Proceeding Costs? 132 

A. These are primarily the costs incurred in developing, obtaining approval for and 133 

implementing the new procurement process that replaced the auction and that is specified 134 

in Illinois Public Act 95-0481 (“Act”) and in Section 16-111.5 of the PUA.  Also 135 

included are procurement-related costs that were incurred during this period and 136 

generally relate to issues that arose in administering existing supply and renewables 137 

contracts.  These costs consisted largely of external legal costs and expert witness and 138 

consulting charges.  Approval for the procurement plan and tariffs required by those laws 139 

was obtained in ICC Docket Nos. 07-0528 and 07-0531.  The plan approved in those 140 

dockets covered the period involved in this matter: June 2008 through May 2009. 141 

Q. What are the Second Procurement Plan Proceeding Costs? 142 

A. These are primarily the costs incurred in developing, obtaining approval for and 143 

implementing the second procurement event, covering the period June 2009 through May 144 

2014, which was approved by the Commission in ICC Docket No. 08-0519.  Also 145 

included are procurement-related costs that were incurred during this period and 146 

generally relate to issues that arose in administering existing supply and renewables 147 

contracts and to the reconciliation process and proceedings.  These costs were incurred 148 

                                                 
6  See Procurement Plan, pp. 35-36. 
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over the period involved in this matter, i.e., June 2008 through May 2009, and were 149 

passed through to customers as they were incurred.  These costs consist primarily of legal 150 

services from counsel external to ComEd, as well as expert witnesses and consulting 151 

charges. 152 

 B. Auction-Related Costs 153 

Q. What are auction-related costs? 154 

A. In ICC Docket No. 05-0159, the Commission authorized ComEd to conduct an auction to 155 

procure the supply that ComEd needed to serve its bundled customers.  This proceeding 156 

was strongly contested by certain parties.  Eventually, the parties’ dispute was resolved 157 

through the enactment of amendments to the Act.  While I am not a lawyer, I was directly 158 

and substantively involved in the legislative process and discussions with stakeholders 159 

that led to the enactment of the amendments to the Act.  The Act created the IPA and 160 

replaced the auction with the request for proposal (“RFP”) process that is currently used 161 

to procure supply for ComEd’s bundled customers.  As I explained above, it is our 162 

position that these costs are conclusively classified as prudent and reasonable, and 163 

assured of full recovery. 164 

Q. Can you provide a general description and breakdown of the categories of auction-related 165 

costs that ComEd incurred and flowed through to customers during the period covered by 166 

this proceeding? 167 

A. Yes, that description and breakdown is provided in ComEd Ex. 5.2. 168 

Q. Referring to ComEd Ex. 5.2, what are “Auction Process Approval Costs”? 169 
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A. These are the costs that ComEd incurred in obtaining approval for the auction process in 170 

ICC Docket No. 05-0159.  They consist largely of outside counsel legal fees and expert 171 

witness and consulting fees.  These costs were approved for recovery by the Commission 172 

in that Docket.  The total amount of these costs that was approved for recovery was 173 

$5,393,488.  However, the Commission required that these costs be recovered over a 174 

three-year period.  ComEd began recovering these costs in January 2007, and fully 175 

recovered the costs by the end of 2009.  The amount of the costs that were recovered 176 

during the period of this proceeding is shown on ComEd Ex. 5.2. 177 

Q. What are the costs described as the “Implementation and Defense of Order in Docket 178 

No. 05-0159” in ComEd Ex. 5.2? 179 

A. Once the Commission approved the use of an auction to procure supply, ComEd had to 180 

design the auction process, develop the relevant documents and conduct the auction.  181 

These are the costs associated with those activities.  In addition, as I mentioned 182 

previously, the auction proceeding was strongly contested and ComEd incurred costs 183 

defending the Commission’s Order.  Those costs are also included in this category. 184 

Q. What are the FERC Auction-Related Proceedings” costs? 185 

A. Certain aspects of the auction process also required the approval of the Federal Energy 186 

Regulatory Commission (“FERC”).  These are costs associated with obtaining that 187 

approval.  They are mainly outside legal costs. 188 

Q. What are the “Auction Improvement Proceedings” costs? 189 

A. In the Order that the Commission entered approving the auction process, the Commission 190 

also ordered that new proceedings be initiated to consider how the auction process could 191 
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be improved.  Subsequently, the Commission opened ICC Docket Nos. 06-0800 and 192 

06-0624 to address this issue.  These costs were all incurred participating in these 193 

proceedings.  They consist largely of outside legal fees and expert witness and consulting 194 

fees. 195 

Q. What are the “Preparation for Second Auction” costs? 196 

A. The auction was to be an annual event.  ComEd had begun preparing to conduct the 197 

second auction when the Act went into effect and replaced the auction with the RFP.  198 

These costs largely consist of the fees charged by the independent entity ComEd had 199 

retained in preparation for conducting that auction. 200 

III. The Reasonableness and Recoverability of These Costs 201 

Q. Are the costs described above reasonable and recoverable? 202 

A. Yes, they are.  The costs described above all fall within one of three categories:  1) costs 203 

incurred in procuring power and energy for fixed price customers under the provisions of 204 

Rate BES – Basic Electric Service (“Rate BES”), including the costs to develop, 205 

implement and comply with any relevant procurement plan, as described in Rider PE; 206 

2) costs incurred in procuring power and energy for hourly price customers under the 207 

provisions of Rate BESH; and 3) auction-related costs.  Both the PUA and ComEd’s 208 

tariffs authorize the recovery of such costs.  While I am not a lawyer, I am advised by 209 

ComEd’s counsel that it is ComEd’s legal position that the PUA specifically provides 210 

that a utility shall recover its costs of procuring power and energy, including the costs 211 

incurred by the utility in procuring a supply of electric power and energy, any just and 212 

reasonable costs that the utility incurs in arranging and providing for the supply of power 213 

and energy, all reasonable costs incurred to implement and comply with any procurement 214 
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plan, any fees assessed by the IPA, any costs associated with balancing load and the full 215 

costs of all auction-related activities.  Similarly, Rider PE and Rate BESH implement the 216 

PUA and further authorize the recovery of these costs.7  As is evident from the 217 

description of the costs that I have provided above, all the costs that were flowed through 218 

to customers during this period were necessary to procure the power and energy to serve 219 

ComEd’s fixed and hourly priced customers consistently with the PUA, the procurement 220 

plan, and ComEd’s tariffs.  As I noted above, it is ComEd’s position that these costs are 221 

conclusively classified as prudent and reasonable, and are fully recoverable.  Last, all the 222 

costs incurred and listed on ComEd Exs. 5.1 and 5.2 are reasonable in amount. 223 

Q. Are the amount of administrative and operational costs that ComEd recovered from 224 

customers during this period similar to the amount that was recovered in the prior period 225 

of June 2007 – May 2008? 226 

A. No, the amount is significantly higher this period.  In the prior period, ComEd recovered 227 

only $208,535 in administrative and operational costs. 228 

Q. What explains this difference? 229 

A. This difference is largely explained by three matters.  First, ComEd did not begin 230 

recovering administrative and operational costs from its fixed price customers under 231 

Rider PE until the beginning of the period covered by this proceeding, i.e., June 2009.  232 

Thus there were no Rider PE-related administrative and operational costs involved in the 233 

prior period.  Second, ComEd did not begin recovering administrative and operational 234 

                                                 
7 See Rider PE, Original Sheet No 311, section on Purpose; Original Sheet Nos. 313 and 314, section on 
Procurement Obligations; 1st Revised Sheet No. 317, section on Purchased Electricity Price; Rate BESH, 5th Revised 
Sheet No. 36, section on Miscellaneous Procurement Components Charge; 1st Revised Sheet No. 37 and 3rd Revised 
Sheet No 38, section on Hourly Purchased Electricity Adjustment Factor; and 4th revised Sheet No 46, section on 
Miscellaneous General Provisions. 
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costs from its hourly customers until November 2007.  Thus, the prior period included 235 

only seven months, i.e., November 2007 through May 2008, in which administrative and 236 

operational costs were recovered from customers.  Last, ComEd recovered over 237 

$5 million in auction-related costs during this period whereas in the prior period ComEd 238 

had recovered only around $35,000. 239 

 Q. Does that conclude your testimony? 240 

A. Yes, it does. 241 


