
Docket No. 12-0484 
Staff Ex. 1.0  

 

 

 

 

 
 

 
 

Direct Testimony  
 
 

of 
 
 

Dr. Thomas E. Kennedy 
Policy Manager 

 
 
 

Policy Program 
Policy Division 

Illinois Commerce Commission 
 
 

 

 

Commonwealth Edison Company 

 

 
Petition for Approval of Tariffs Implementing 

ComEd’s Proposed Peak Time Rebate Program. 
 

Docket No. 12-0484 

 
 
 

October 25, 2012 
 

 



Docket No. 12-0484 
Staff Ex. 1.0  

 

1 

I.  Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Dr. Thomas E. Kennedy.  My business address is 527 East Capitol 3 

Avenue, Springfield, Illinois 62701. 4 

Q. By whom are you employed? 5 

A. I am currently employed as the manager of the Policy Program of the Policy 6 

Division of the Illinois Commerce Commission (“Commission”). 7 

Q. State your educational background. 8 

A. I graduated from the University of California at Santa Barbara in 1969, receiving 9 

a Bachelor of Arts degree in Economics.  I obtained a Master of Arts degree in 10 

Political Economy from Johns Hopkins University in 1974.  I received my 11 

doctorate degree in Political Economy from Johns Hopkins University in 1975. 12 

Q. Describe your professional experience. 13 

A. Prior to coming to the Commission in August 1983, I was a member of the 14 

economics faculties of Kansas State University, University of Missouri at 15 

Columbia, and Northern Illinois University.  I taught courses in microeconomics, 16 

industrial organization, and regulation.  I was active in publishing in academic 17 

journals and presenting research at professional meetings.  18 

From August 1983 until March 1985, I was a Senior Economist in the Policy 19 

Analysis and Research Division of the Illinois Commerce Commission. I 20 

specialized in market structure issues in the electric and natural gas industries.  21 
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From March 1985 until May 1991, I was Director of the Energy Program.  The 22 

Program had responsibilities in the areas of gas and electricity.  From May 1991 23 

until November 1997, I was Director of the Gas Program and Assistant Manager 24 

of the Policy Analysis and Research Division.  When the Energy Division was 25 

formed in November 1997, I became Director (later retitled Manager) of its Policy 26 

Program.  In February of 2012, I became Manager of the Policy Program of the 27 

Policy Division. 28 

Q. What are your responsibilities in the Policy Division? 29 

A. I am responsible for developing and managing the Policy Program.  The Program 30 

advises the Commission and other Staff on policy issues related to the gas, 31 

electric and telecommunications industries.  The Program provides testimony on 32 

policy issues in Commission proceedings.  33 

Q. Are you a member of any professional organizations? 34 

A. Yes. I am a member and past Chairman of the Natural Gas Staff Subcommittee 35 

of the National Association of Regulatory Utility Commissioners.    36 

Q. Have you testified in other proceedings before this Commission? 37 

A. Yes, I have testified on a number of occasions before the Commission.  38 

Q. What is the purpose of your testimony? 39 

A. I respond to the Commonwealth Edison Company (“ComEd” or “Company”) 40 

proposal to establish a Peak Time Rebate (“PTR”) tariff for residential customers 41 

in conjunction with Section 16-108.6(g) of the Illinois Public Utilities Act (“PUA”).  42 
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As part of the proposal, the Company will utilize a customer specific usage 43 

baseline to estimate a usage reduction quantity upon which to apply the rebate.  44 

Q. Do you have any recommendations? 45 

A. Yes, I make the following recommendations: (1) I recommend  that the 46 

methodology to calculate the baseline be included in the tariff; (2) I  recommend 47 

a methodology to ensure that credits received by the Company for demand 48 

reduction due to the PTR program are fully distributed to customers based on 49 

their usage reductions each year; (3) I recommend prohibiting limiting non-50 

emergency events after three events have been called in a year; and (4) I 51 

recommend a change to the Miscellaneous General Provision in Rider PTR.   52 

.   53 

II. Need for Specification of the Baseline Methodology in the Tariff 54 

Q. Please describe the proposed PTR tariff and the role of a customer baseline 55 

usage methodology. 56 

A. According to the Company’s petition, “ComEd’s proposed PTR program is an opt-57 

in demand response program. The program will provide bill credits to 58 

participating residential retail customers for kilowatt-hours (“kWh”) of estimated 59 

energy reduction achieved by such customers during specific periods of time. 60 

These periods are identified as peak usage periods (“Curtailment Periods”) in 61 

accordance with the provisions of Section 16-108.6(g) of the PUA. During a 62 

Curtailment Period, temporary reductions in electric usage on the electric delivery 63 

system located in the Company’s service territory are requested by the Company 64 
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of residential retail customers that participate in the PTR program. As required by 65 

Section 16-108.6(g) of the PUA, ComEd will fund the bill credits with 66 

compensation from ComEd’s participation in PJM Interconnection LLC (“PJM”) 67 

Demand Response Programs. 220 ILCS 5/16-108.6(g). (ComEd Petition, p. 3)   68 

 As part of the proposal, the Company is proposing to employ a not presently 69 

specified customer baseline methodology which would be used to calculate the 70 

savings credited to each customer.  However, this methodology is not included in 71 

the proposed tariff and the Company is proposing to update the method as new 72 

information and better alternatives become known. 73 

 74 

Q. Do you support the Commission granting ComEd’s petition absent a specific 75 

methodology for determining the baseline? 76 

A. No.  I recommend that the Commission require ComEd to include its currently 77 

proposed methodology in its tariff.  If methods become known that ComEd believes 78 

provide a better customer baseline, ComEd should file a revised tariff and the 79 

Commission should have the opportunity to review and approve the new 80 

methodology. 81 

Q. Why do you recommend that ComEd include its method of determining its 82 

customer baseline in its tariff? 83 

A.  The customer baseline method is the means to estimate how much energy a 84 

customer would have used on an event day if no event would have been called.  It 85 

is the basis for determining the customer’s estimated energy savings.  This means 86 

it is also the basis for which payments are made to the customer.  Any changes to 87 
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the baseline method will inevitably alter the estimated savings and compensation 88 

for any given customer and for customers as a whole.  Since payments to 89 

customers are affected by the baseline methodology, I believe it is appropriate to 90 

allow the Commission to review any potential changes to the baseline methods.  91 

While I am not an attorney, it is my understanding that by including the method in 92 

the tariff, any changes to the baseline would have to go through the review 93 

procedures in place for tariff changes under the PUA.  This gives the Commission 94 

the opportunity to suspend and investigate a change if it felt such an investigation is 95 

warranted.  96 

 97 

III. Matching of PTR Funds and Customer Credits and Limitation of Non-98 

Emergency Events 99 

Q.  Does ComEd recognize a need to match the PTR funds and customer 100 

credits? 101 

A Yes.  Mr. Garcia states,  102 

 As clearly set forth in proposed Rider PTR at the suggestion of the SGAC 103 
[Smart Grid Advisory Council], the objective is to set the number and 104 
duration of Curtailment Periods each PJM Planning Year such that the PJM 105 
revenues for such years are passed through to participating customers 106 
through the number of events called.  See Attachment A Sheet No. 353 107 
(ComEd Ex. 1.0 ll. 262-67)  108 

 109 

Q.  Do you agree with the objective of trying to pass through the PTR funds? 110 

A. Yes.  However, I believe that there is a better mechanism to do it than to call events 111 

just to exhaust the money.  I propose below a reconciliation mechanism to ensure 112 

that all money collected from PJM is paid to participants while not uneconomically 113 



Docket No. 12-0484 
Staff Ex. 1.0  

 

6 

discouraging consumption through a payment much greater than the cost saved by 114 

the Company.   It is uneconomic since the value consumption forgone would 115 

exceed the cost of that consumption. 116 

Q.  How does ComEd plan to control the number of events? 117 

A. ComEd proposes some events that are under its control. There are three types of 118 

curtailment events that can be called.  One of those categories is described by 119 

ComEd as “other PTR events.” (ComEd Ex. 2.0, p. 7).  It appears that part of the 120 

reason for these potential other PTR events is to provide a compensation 121 

mechanism for participants in the event that there is money remaining after PJM 122 

emergency or test events are called. (ComEd Ex. 2.0, p. 7).  I do not object to 123 

ComEd calling a limited number of other events, but I believe it makes better 124 

economic sense to include a reconciliation mechanism in the tariff than it does to 125 

call events as a means to provide a compensation mechanism to participants. 126 

Q. What would you propose?  127 

A. I would limit the number of non-emergency and test events.  It appears the 128 

Company has two reasons for calling what it has labeled “other PTR events.”  The 129 

first reason is it is a means to align revenue collected by ComEd for its participation 130 

in the PJM demand response programs with credits to customers for participation in 131 

PTR programs (ComEd Ex. 2.0, p. 7).  Effectively, this means that events could be 132 

called just to spend any remaining funds in a Program Year.  The second reason 133 

ComEd provides is that calling other events provides customers with experience in 134 

responding to multiple events and reinforces the behavior changes needed to 135 
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achieve consistent load reductions in response to events.  ComEd witness Mr. Eber 136 

believes that at least 2-3 events are needed each year. (ComEd Ex. 2.0, p. 8).  137 

 I believe that calling events for the purpose of compensating customers for 138 

participation is an economically inefficient allocation of resources.  However, I do 139 

believe there is merit to providing experience to customers with calling multiple 140 

events and reinforcing behavior changes necessary to achieve consistent load 141 

reductions.   142 

Q. How do you propose to balance these concerns? 143 

A. Since Mr. Eber believes that at least 2-3 events are necessary to reinforce behavior 144 

changes, I propose that the tariff be modified so that tests or “other PTR events” 145 

may not be called by the Company if the total number of PTR events in a Program 146 

Year is three or more.  This proposal gives ComEd the ability to have at least three 147 

total events per year to reinforce behavior change in program participants, and it 148 

prevents events from being called for no other reason than to spend excess funds.    149 

Q. Do you have a recommendation for distributing the excess funds? 150 

A. Yes.  I propose that if there are funds remaining after all events are called in a 151 

Program Year that those funds be paid to program participants on a savings 152 

weighted basis.  An example of a savings weighted basis would be as follows: if 153 

there is $100,000 remaining after the program year and total energy savings are 154 

estimated at 2,000,000 kWh during events, then each customer would receive 5 155 

cents for each kWh that the customer saved during those events 156 

($100,000/2,000,000 kWh = 5 cents/kWh).    157 

Q. What if the disbursements for events exceed the funds available?   158 
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A.  I would recommend that ComEd be allowed to carry forward the excess of 159 

payments to customers above revenues received from PJM to be recovered from 160 

the next year’s PJM revenues.  Since ComEd would be disbursing remaining PJM 161 

revenues at the end of the Program Year under my proposal, I think it is reasonable 162 

to allow ComEd to recoup the of excess disbursements above PJM revenues as 163 

well. 164 

Q.  What change do you propose to the Miscellaneous General Provisions in 165 

Rider PTR?  166 

A.  I recommend the following revision to the Miscellaneous General Provisions of 167 

Rider PTR regarding the annual report to be filed no later than September 1 each 168 

year, beginning in 2015: 169 

 ILL. C. C. No. 10  170 

 Original Sheet No. x5 171 

 172 

MISCELLANEOUS GENERAL PROVISIONS 173 

 The Company must submit a report to the ICC no later than September 1 174 
each year, beginning in 2015, that provides an evaluation of the 175 
implementation, operation, and administration of the provisions of this rider 176 
during the previous PJM Planning Year.  Copies of such report shall also be 177 
provided by the Company to the Manager of the Staff’s Accounting  178 
Department and the Director of the Staff’s Policy Division.  Such report must 179 
be verified by an officer of the Company.  180 

 181 

Q. Does this conclude your direct testimony? 182 

A. Yes. 183 


