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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. Are you the same Dr. Kennedy who filed direct testimony in this Docket? 5 

A. Yes. 6 

Q. What is the purpose of your rebuttal testimony? 7 

A. The Illinois Competitive Energy Association (“ICEA”) raised concerns about 8 

whether ComEd’s proposed peak time rebate (“PTR”) is competitively neutral, 9 

which while I am not an attorney, it is my understanding that competitive neutrality 10 

is a requirement of Section 108.6(g) of the Public Utilities Act (“PUA”).  I make a 11 

proposal that could allow for a competitively neutral implementation of a PTR 12 

rebate.  Comverge, Inc. (“Comverge”) also proposed that ComEd customers be 13 

allowed to use direct control units at no additional charge.  I recommend that the 14 

Commission reject this proposal by Comverge. 15 

Q. What was the nature of the ICEA’s concerns about competitive neutrality? 16 

A. ICEA witness Frederick makes two points.  The first is that it is her opinion that 17 

Section 108.6 provides direct and unambiguous language that Commonwealth 18 

Edison Company (“ComEd”) should seek to recover all costs for the PTR program 19 

through PJM (ICEA EX. 1.01, p. 15).  I am not an attorney but have been advised 20 

                                            
1
 Ms. Frederick’s direct testimony is titled “Corrected Direct Testimony of Jennifer Frederick.”  It is dated 

October 26, 2012.  No exhibit number is provided for this testimony.  For identification purposes, I refer to 
it as ICEA Ex. 1.0.   
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by Counsel that Staff does not concur with Ms. Frederick’s opinion.  Staff’s position 21 

will be set forth in Staff’s Brief.   22 

 Ms. Frederick also suggests that requiring all customers to pay for a PTR program 23 

places ARES at a competitive disadvantage as any ARES customers would be 24 

required to pay for ComEd’s program and would then also be required to bare the 25 

costs associated with an ARES’ provided PTR program.  She believes that due to 26 

these higher costs, ARES are unlikely to offer a PTR program. 27 

Q. What is your opinion of Ms. Frederick’s second concern?  28 

A. I believe that this is a legitimate concern.  Spreading the costs of ComEd’s PTR 29 

program among all distribution customers could potentially require any ARES to be 30 

at a cost disadvantage in providing a PTR type service if the ARES was required to 31 

fund its start up costs as well (ICEA Ex. 1.0, p. 15). 32 

Q. Do you have any comments on this proposal?   33 

A. Yes.  First, the competitive disadvantage to ARES is not in providing current 34 

services, i.e. customer electric supply.  Since ComEd proposes to socialize this 35 

cost across all distribution customers regardless of the customer’s energy supply 36 

provider (ARES or ComEd), this proposal does not affect the competitiveness of 37 

energy supply services.  Second, ComEd is allowing customers to participate in 38 

PTR regardless of whether the customer is provided power from ComEd or an 39 

ARES.  An ARES would have a legitimate complaint if participation in PTR were 40 

limited to ComEd sales service customers.  Third, it should be recognized that the 41 

value of the PTR product is small versus the value of sales of power, about $20 per 42 
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year per customer2.  In contrast the energy cost for a ComEd customer is over 43 

$600 per year3.   So, PTR is likely to be a minor product relative to energy.  44 

 45 

Q. Given the PTR product is of less value than energy, do you have a proposal 46 

to make it more competitively neutral between ComEd and ARES? 47 

A.  Yes I recommend that ComEd provide ARES with services for their PTR customers 48 

associated with the costs that ComEd proposes to socialize at no cost.  This is 49 

reasonable because ARES customers would be paying this cost through their 50 

ComEd rates anyway and it would mitigate the competitive advantage in providing 51 

PTR that ComEd would otherwise have.  52 

Q. What types of services do you have in mind? 53 

A. Since the exact nature of the capabilities that will be built into ComEd’s system is 54 

not yet known, I cannot give an exhaustive list at this time.  However, providing an 55 

                                            

2 The $20 per customer estimate assumes 3 peak events lasting 6 hours each for 18 total hours.  The load 

reduction experienced by customers on ComEd’s AC cycling program is approximately .992 kW (ComEd 
Response to Staff DR DAB 2.02).  With similar results this amounts to a 17.86 kWh (18X.992) reduction or 
$17.86 in rebates. The average energy price is approximately $0798/kWh.  Assuming the peak price is twice 
the average results in a peak energy price of $.1556/kWh.  This would be peak energy savings valued at 
$2.79.  If it is assumed that 30% of peak reductions are shifted to off peak hours and the average off peak 
price is $.06 this would result in a $.32 bill increase in off peak hours.  The total savings under these 
assumptions is $20.33.    
 

3 My calculation is $656.90 per customer per year.  The value assumes an energy price of $.0798/kWh which 

is the difference ComEd and RES revenues per Kwh in 2011, ComEd residential energy sales of total kWh is 
27,487,670,000, and 3,339,207 total ComEd residential energy customers in 2011.  This results in 8331.79 
kWh per customer.  The total energy cost is 8331.69kWh*$.0798/kWh = $656.90. (Number of customers, 
energy sales and energy price come from Illinois Commerce Commission Illinois Electric Utilities Comparison 
of Electric Sales Statistics For Calendar Years 2011 and 2010, dated June 12, 2012.  The energy price is 
derived from average revenue per kWh for delivery of residential RES power found on page 6 ($.046) from 
the average revenue per kWh for full service residential customers found on page 5 ($.1257).) 
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ARES PTR billing and calculation of baseline values in order for ARES to determine 56 

peak time kWh reductions would certainly be services that ComEd should provide 57 

an ARES for its “PTR product” customers without charge. I would anticipate that 58 

ARES be required to obtain from its “PTR product” customer who is not its  energy 59 

customer a statement providing release of his customer specific information similar 60 

to that provided for ARES energy service.   The ARES could then compete based 61 

on price or by providing a differentiated product such as one tied to direct control 62 

units.   63 

Q. You also stated that you recommend that the Commission reject Comverge’s 64 

proposal to allow customers to have direct control unit devices at no 65 

additional charge.  Please explain your understanding of Comverge’s 66 

proposal. 67 

A. Comverge witness Frank Lacey testifies that it is his opinion that enabling direct 68 

load control technology is cost-effective.  As a result, he recommends that the 69 

Commission require ComEd to make enabling direct load control equipment 70 

available to all PTR participants on an opt-in basis (Comverge Ex 3.0, p. 2).  I do 71 

not specifically object to making enabling technology available to customers who 72 

choose to use it.  However, although it is not explicitly stated by Mr. Lacey, I am 73 

concerned that the intent of this recommendation is to make these technologies 74 

available at no additional charge to the customers who install them.  I do not 75 

believe it is reasonable to spread the costs of these devices and equipment to all 76 

ratepayers when the majority of benefits are direct benefits to participants who use 77 

the devices.  If the Commission requires ComEd to make these devices available to 78 
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customers participating in the PTR program, it should explicitly state that any costs 79 

for these devices should be charged directly to the participants who opt to use 80 

them.  However, I would caution the Commission that requiring the device to 81 

participate in the PTR program whether the cost is socialized or not, would limit the 82 

participation in the program because customers wishing to control their own 83 

consumption during a peak period would be reluctant to become a PTR participant. 84 

Q. What do you mean by direct benefits?    85 

A. Direct benefits are monetary savings that go directly to the customer who reduces 86 

his power and energy usage.  Indirect benefits are things such as lowered capacity 87 

prices, reduced carbon emissions and avoided transmission and distribution costs 88 

that flow to all customers as a result of lower overall energy and power 89 

consumption.   90 

Q. Do you have any support for direct versus indirect benefits? 91 

A. ComEd estimates that approximately 70% of its residential customers have central 92 

air conditioning units4 (ComEd responses to Staff DRs DAB 4.01 and DAB 4.02).  If 93 

half the customers with central air opted into the program, this would represent 35% 94 

of all the residential customers.  As a result 35% of customers would receive both 95 

direct and indirect benefits while 65% of customers would receive only indirect 96 

benefits.  If these costs are socialized, 65% of the total costs would be borne by 97 

nonparticipants who only receive indirect benefits.  Of course, the 65% mentioned 98 

                                            
4
 The percent of ComEd’s residential customers with central air conditioning rather than air conditioning in 

general which would include central air conditioning and window unit air conditioners is relevant since 
direct control units and PCTs are not an option for window unit air conditioners. 
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here is just an illustrative example.  If a quarter of the residential customers opt-in to 99 

a DCU program, a very optimistic number, that would mean 25% receiving direct 100 

benefits and 75% receiving only indirect benefits.  In that case, 75% of the cost of 101 

devices would be paid for by nonparticipants.  It is entirely possible under either of 102 

these scenarios that total benefits to nonparticipants are less than the total costs to 103 

them.  That is, socializing these device costs would make nonparticipants worse off. 104 

Q. Are there other reasons not to socialize the cost of customer specific 105 

equipment as Comverge proposes?       106 

A. Yes.  The three reasons that I can think of are first that it potentially creates a cost 107 

advantage for ComEd over any ARES who may want to create a PTR program.  108 

Second, the program is new and locking into a technology without exploring how 109 

effective PTR may be without the technology is premature.  Third, if Comverge or 110 

other similar organizations believe the benefits from direct control units and PCTs 111 

are as great as claimed, there is no reason for these organizations to shift the risks 112 

and costs to ratepayers, instead of bearing it themselves by offering their own PTR 113 

program.   114 

Q. How would this create a cost advantage? 115 

A. If ComEd is required to provide devices at no additional costs, it would presumably 116 

do so by socializing these costs into its base rates.  That is, all its residential 117 

distribution customers would be required to pay these costs.  If an ARES decided 118 

that it wanted to provide an alternative device-controlled PTR program, it would 119 

either have to charge its customers who wish to participate in the program or 120 

socialize the costs across all of its customers.  In either situation, these customers 121 
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would pay for the devices provided by the ARES and a portion of the costs for 122 

devices provided by ComEd.  The likely outcomes are higher cost to offer PTR 123 

through an ARES.   124 

 In the event that an ARES would be allowed to use the same devices at no 125 

additional charge, it would discourage innovation by distorting choice in favor of 126 

load control devices since they would be free to the PTR provider.  This is 127 

particularly important since as exemplified by Comverge itself, there are direct load 128 

control programs in effect but PTR based on voluntary load reductions is innovative 129 

in the PJM market.  It also has the benefit of allowing customers to make 130 

independent choices reacting to the price signal based on their individual 131 

circumstances at the time the peak is called. 132 

Q. Please explain the concept of locking in technology? 133 

A. The PTR is a new program.  Comverge, which is a supplier of this technology, is 134 

proffering that it is a better approach to bid capacity under PJM’s direct load control 135 

methodology than it is under PJM’s firm service level methodology (Comverge Ex. 136 

3.0, pp. 6-7). Although Comverge also advocates for using the technology on an 137 

opt-in basis, if the Commission required ComEd to bid capacity under PJM’s direct 138 

load control methodology, it would be requiring any customer who opts-in to the 139 

PTR program to opt-in to using load control technologies.  As such, if a program 140 

evaluation later shows that a firm service level methodology would have been more 141 

cost-effective, it may not be cost-effective to reverse course as the technology is 142 

already in place and there would be costs associated with removing the technology.  143 

On the other hand, if the Commission approves ComEd bidding capacity through a 144 
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firm service methodology, there is no technology to be replaced if program 145 

evaluations later show that a device-enabled PTR program would be more cost-146 

effective. 147 

Q. Please summarize your testimony.   148 

A. ICEA addressed a concern about competitive neutrality as it relates to potentially 149 

double billing customers of any ARES which may choose to compete with ComEd 150 

by providing a PTR program.  I suggested that a potential solution is to socialize the 151 

costs of PTR programs into ComEd’s base rates as ComEd proposes and for 152 

ComEd to, in turn, provide at no additional cost to ARES PTR programs services 153 

associated with the socialized costs. 154 

 I also recommended that the Commission reject a proposal by Comverge to 155 

provide direct control devices on an opt-in basis, at least to the extent that the cost 156 

of these devices would require socialization of the costs across both PTR 157 

participants and nonparticipants.   158 

Q. Does this conclude your rebuttal testimony?   159 

A. Yes. 160 


