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I. Introduction and Purpose1

A. Identification of Witness2

Q. What is your name?3

A. Robert Garcia.4

Q. Are you the same Robert Garcia who submitted direct testimony in this proceeding?5

A. Yes.  My direct testimony is ComEd Ex. 1.0.6

B. Purpose of Rebuttal Testimony7

Q. What is the purpose of your rebuttal testimony?8

A. The purpose of my rebuttal testimony is to respond to the direct testimony of Staff of the 9

Illinois Commerce Commission (“Staff”) witnesses Christy Pound and Theresa Ebrey 10

(Staff Exs. 1.0 and 2.0).11

C. Summary of Conclusions12

Q. In summary, what are your conclusions?13

A. Commonwealth Edison Company (“ComEd”) has developed a reasonable cost recovery 14

mechanism, as reflected in ComEd’s proposed Rider POU – Purchase of Uncollectibles.  15

While Staff has proposed a couple reasonable modifications to the proposed rider, there 16

are also other modifications that ComEd believes are unnecessary and inappropriate, 17

including most notably: (1) the proposed scope of annual reports; (2) proposed deadline 18

for the filing of such reports; and (3) the appropriate forum for determining19

administrative charges and costs. 20

D. Identification of Exhibits21

Q. What exhibit are attached to and incorporated in your rebuttal testimony?22
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A. Exhibit 2.1 : Staff’s response to ComEd Data Requests 2.02 and 1.06    23

II. Rider POU24

A. Customer Notices25

Q. Staff proposes the “[i]mplementation of a requirement that RESs using POU must 26

provide written notification to its customer that the unpaid debt is being returned to 27

ComEd supply would help reduce customer confusion.” (Staff Exhibit 1.0 3:68-28

4:70).  Does ComEd support Staff’s proposal?29

A. Yes. Staff offers a good suggestion, which should help avoid customer confusion in the 30

event of a sale of a receivable to ComEd under Rider POU.31

Q. Staff offers suggested tariff language to be incorporated into Rider POU.  (See Staff 32

Ex. 1.0, 5:97-104).  Does ComEd accept Staff’s proposed language?33

A. ComEd concurs with the requirements reflected in Staff’s proposed tariff language, but 34

offers the following revisions for purposes of adding greater clarity and to be more 35

consistent with language used in ComEd’s tariffs:36

7.     warrant that written notification has been sent to the affected retail 37
customer informing such retail customer that (a) the provision of electric power 38
and energy supply service by such RES to such retail customer is terminating; (b) 39
such retail customer is being switched to receive electric power and energy supply 40
from the Company; (c) such RES is selling to the Company for collection 41
purposes its uncollected supply charges pertaining to the electric power and 42
energy supply such RES provided to such retail customer; and (d) such 43
uncollected supply charges are to be subsequently listed in such retail customer’s 44
monthly bill for electric service or in a separate invoice issued by the Company.45

B. Annual Report46

Q. Does ComEd agree to provide the data requested by Ms. Ebrey for the Annual 47

Report including the “a) Number of POU accounts from each RES; b) Face value of 48
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POU accounts; c) Total amount paid for POU accounts; d) Amount collected from 49

Customers on POU accounts; e) Amount of POU accounts written off; and f) 50

Amounts collected on POU accounts previously written off”? (ICC Staff Exhibit 2.051

5:110-120)52

A. ComEd has no objections to providing the data in items a) through e), but not item f).53

Q. Why does Staff want ComEd to report data item f) (“Amounts collected on POU 54

accounts previously written off”) on ComEd’s annual report?  (ICC Staff Exhibit 55

2.0 5:119)56

A. In ComEd Data Request 2.02 to Staff, ComEd requested an explanation of the purpose of 57

providing such data because separately tracking the amounts collected on POU accounts 58

previously written off, if required, would create additional burden on ComEd’s provision 59

of service under Rider POU.  Staff’s response was that the data was needed to calculate 60

the bad debt rate for Rider POU.   (See ComEd Ex. 2.1).  61

Q. Are the amounts collected on POU accounts previously written off needed to 62

calculate the bad debt portion of the discount rate?63

A. No. Staff is mistaken in that view.  The separate amounts collected on POU accounts 64

previously written off are not required to determine the bad debt portion of the Rider 65

POU discount rate.  The statute states: “The discount rate shall be based on the electric 66

utility's historical bad debt for receivables that are outstanding for a similar length of time 67

and any reasonable start-up costs and administrative costs associated with the electric 68

utility's purchase of receivables.”  (220 ILCS 5/16-118(e)).  The bad debt rate proposed 69

by ComEd, to which no party has entered an objection, comports with the statute because 70

it is based on the historic bad debt for all of ComEd’s receivables outstanding for a 71
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similar length of time – not just the subset of those that may be purchased under Rider 72

POU.  Indeed, even Staff’s proposed tariff language, which would require annual updates 73

to the bad debt portion of the discount rate (and is discussed further below), does not call 74

for the use of only the amounts collected on POU accounts previously written off as the 75

basis for computing the bad debt rate for Rider POU. (Staff Ex. 2.0, 4:80-86).  (To the 76

extent that Staff may be advocating the future determination of the bad debt rate based 77

solely on the historic bad debt for POU accounts, such a methodology would be highly 78

problematic in the event there is no or very limited usage of Rider POU from year to 79

year, which could result in wild fluctuations in the bad debt rates applied from year to 80

year.)  Therefore, reporting this data is not needed for the purpose set forth by Staff.  81

Absent further explanation from Staff regarding what purpose such information would 82

serve, ComEd would request that the Commission not require the tracking and provision 83

of this data that is not needed.84

Q. Turning now to the matter of Staff’s proposed April 15 deadline for the submission 85

of annual reports previously described (ICC Staff Exhibit 2.0 5:110), when would86

data required become available for ComEd to prepare the annual reports? 87

A. It is my understanding that the data required to support the annual reports is not available 88

until after March 31st.  ComEd needs 90 days after the end of the calendar year in order 89

for its systems to capture the write off activity of the previous calendar year.90

Furthermore, it then takes at least two (2) weeks for ComEd’s Information Technology 91

(“IT”) staff to retrieve the data from our billing and IT systems   Consequently, the raw 92

data needed for the annual report could not become available until about April 14 of each 93

year.    94
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Q. How does this timing align with the annual report date of April 15 proposed by 95

Staff? 96

A. Not very well.  The timing does not allow ComEd a reasonable amount of time to analyze 97

the data and compile the report to meet the requested date of April 15.98

Q. Does ComEd propose an alternative deadline for the annual report?99

A. Yes.  ComEd requests roughly two additional weeks time to prepare the report or, more 100

specifically, an April 30 deadline.101

C. Discount Rate and Cost Recovery102

Q. Does Staff propose any changes to the two-part discount rate proposed by ComEd?103

A. Yes.  With respect to the bad debt portion of the discount rate, Staff proposes that this 104

rate be updated annually based on the bad debt rate for the previous calendar year for 105

accounts written off for 90-days non-payment.  (Staff Ex. 2.0, 2:37-3:46 and 4:80-86).  106

With respect to the proposed $29.18 fixed charge for administrative costs, Staff 107

opines that such costs should be “incremental” and not otherwise included in rates 108

currently charged by the Company.  Therefore, Staff proposes tariff language requiring 109

that “[s]uch administrative costs will be determined initially in a rate proceeding when it 110

can be determined that the costs are not included in other rates charged to the utility’s 111

customers” and that annual updates to the charge be made thereafter.  (Id., 4:91-5:100). 112

In essence, Staff appears to be concerned about the potential for double recovery that 113

may occur between the first sale of receivables to ComEd under Rider POU beginning as 114

early as January of 2012 and the completion of ComEd’s next rate case. However, my 115

direct testimony explained how revenues collected from the application based upon the 116
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charge will offset the revenue requirement in future rate cases (see ComEd Ex. 1.0, 117

11:267-12:273).118

Q. Does ComEd oppose Staff’s proposal with respect to the determination of the 119

administrative cost in ComEd’s next rate case?120

A. Yes.  ComEd’s opinion is that the administrative cost associated with the purchase of 121

RES receivables under Rider POU must be recovered from RESs utilizing this service122

and that Staff’s proposal to limit the charge to “incremental” administrative costs is 123

inconsistent with the requirements of the governing statute.124

Q. Have there been any developments since the filing of Staff’s direct testimony that 125

have any bearing on this proceeding?126

A. Yes.  Recently enacted legislation sets forth a framework that addresses Staff’s double 127

recovery concerns, rendering them moot.  Specifically, Public Act 97-0616, which was 128

enacted into law on October 26, 2011, authorizes utilities that commit to expend at least 129

$2.5 billion on system improvements and meet job creation targets to establish a so-called 130

“performance-based formula rate.”  Under new subsection 16-108.5(c)(6), such rate 131

mechanisms are required to:132

Provide for an annual reconciliation, with interest as described in subsection (d) 133
of this Section, of the revenue requirement reflected in rates for each calendar 134
year, beginning with the calendar year in which the utility files its performance-135
based formula rate tariff pursuant to subsection (c) of this Section, with what the 136
revenue requirement would have been had the actual cost information for the 137
applicable calendar year been available at the filing date.138

139
140

ComEd will file a performance-based formula rate tariff on November 8, 2011; 141

therefore, the mechanism is expected to be in place by May 31, 2012.  With the142
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performance-based formula rate tariff and attendant reconciliation process in place, the 143

process of reflecting miscellaneous revenues, including those to be derived from the144

proposed $29.18 charge, as an offset to revenue requirement, plus interest, will occur 145

annually.  Therefore, any revenues received from the application of the $29.18 charge, 146

which would be incurred beginning in 2012 at the earliest, will be captured and used to 147

offset revenue requirement dollar-for-dollar as part of the reconciliation for calendar year148

2012, thereby eliminating the effects of regulatory lag and any perceived possibility for 149

double recovery.150

Q. With respect to ComEd Exhibit 1.2, has Staff in any way refuted the bases for 151

ComEd’s valuation of the administrative cost of providing service under Rider POU152

or addressed how the cost would be calculated differently in a rate case proceeding?153

A. No.  154

Q. Has Staff claimed that there are no administrative costs associated with the 155

provision of service under Rider POU?156

A. No.  Short of identifying the qualified workers that will donate their time to ComEd for 157

the processing of the purchase of receivables from RESs, it would be difficult to claim 158

there is no administrative cost associated with the provision of this service because there 159

is a value (cost) to every service offered by a utility.  In fact, in response to ComEd Data 160

Request 1.06, Staff acknowledges that there is the potential for administrative costs to be 161

incurred in connection with the provision of service under Rider POU.  (See ComEd Ex. 162

2.1).163

Q. Are the administrative costs to provide this service under Rider POU incremental? 164
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A. Yes.  Putting aside recent changes to the law and ComEd’s position concerning this 165

distinction, the cost of providing this service is incremental.  Again, this service is not a 166

service provided today; therefore, the costs associated to administer this service are new 167

costs to ComEd.  For example, the billing clerks whose costs are shown in ComEd 168

Exhibit 1.2 filed with my direct testimony are hourly paid employees eligible for over-169

time pay and the costs to provide this new service by billing clerks were not included in 170

the last rate case under Docket 10-0467.  Therefore, all else being equal, any incremental 171

work asked to be performed by the billing clerk would result in incremental costs.  172

Q. How much potential revenue could the $29.18 administrative charge generate?173

A. The most that ComEd could recover under Rider POU in light of the proposed limitation 174

on the number of accounts for which ComEd will purchase uncollectible receivables per 175

year (see ComEd Ex. 1.0, 14:324-337) is under $15,000 (i.e., 500 accounts per year * 176

$29.18 per account = $14,590).  177

Q. Putting aside the changes brought about by Public Act 97-0616, would delaying 178

determination of the charge for administrative costs until the next rate case be 179

appropriate?180

A. No.  Even assuming traditional rate case filings would be made in the near future, there 181

are still several problems with Staff’s proposal.  182

o From a ratemaking perspective, to not set a charge for the provision of service to 183

RESs using Rider POU until the next rate case – which is implicitly what Staff is 184

proposing -- would be grossly inconsistent with traditional ratemaking principles, 185
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namely the principle of cost causation.  Again, Staff itself does not claim there are no 186

administrative costs to providing this service.  187

o Staff’s proposal would produce no additional revenue to offset the revenue 188

requirement in the next rate case proceeding, which means all customers would bear 189

the cost of this service until the rate case after the next rate case proceeding.  190

o To not set the appropriate charges when the service becomes available will give rise 191

to claims of “rate shock” by any RES using the service in a future rate case 192

proceeding, which will lead to calls for a phase in of the charge and the setting of the 193

charge below cost and which will only further delay the appropriate allocation of 194

costs to the cost causers and extend the socialization of these costs.  195

o Staff’s proposal is internally inconsistent, as it calls for annual updates to the charge 196

for administrative costs subsequent to the next rate case proceeding in which the 197

charge would be initially set.  This would seem to be the very same issue of concern 198

to Staff in this proceeding – that is, setting the administrative charge outside of a rate 199

case.200

To the extent that Staff is also proposing that POU service not be offered until the 201

conclusion of the next rate case proceeding, then all but the last point above would be 202

moot.203

Q. Turning to the other part of the two-part discount rate, does ComEd oppose the 204

annual updating of the bad debt portion of the discount rate based on previous 205

year’s experience?206
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A. No.  207

Q. Ms. Ebrey proposes tariff language changes to the definition of the historic bad debt 208

rate (ICC Staff Exhibit 2.0 4:80-86).  Does ComEd agree with this proposed 209

language?210

A. ComEd concurs with the requirements reflected in Staff’s proposed tariff language, but 211

offers the following revisions for purposes of adding greater clarity and to be more 212

consistent with language used in ComEd’s tariffs:213

HRR = Historic Recovery Rate, in decimal format rounded to the ten 214
thousandths, equal to the ratio of (a) the net collected amount pertaining to amounts 215
billed for electric service that had been identified as uncollectible after being in 216
arrears for at least ninety (90) days during the previous calendar year, with such total 217
uncollectible amounts prior to such collection described herein as gross charge-offs, 218
to (b) such gross charge-offs. Such HRR is updated annually with an effective date of 219
June 1.  Each year such updated HRR must be submitted by the Company to the ICC 220
in an informational filing no later than May 15. Any such informational filing must 221
be accompanied by supporting work papers and documentation, and such supporting 222
information must be provided to the Manager of Accounting of the ICC Staff. Any 223
such informational filing of an updated HRR submitted after May 15, but prior to 224
its June 1 effective date, is acceptable only if such informational filing corrects an 225
error or errors from a timely filed HRR.  Any other such informational filing 226
made of an updated HRR after May 15 but prior to its June 1 effective date is 227
acceptable only if such informational filing is made in accordance with the special 228
permission request provisions of Section 9-201(a) of the Act.229

230
Q. Does this conclude your rebuttal testimony?231

A. Yes.232




