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Introduction and Purpose

A. Identification of Witness

What is your name and business address?
Robert Garcia, Commonwealth Edison Company (“ComEd”), 440 South LaSalle Street,

Suite 3300, Chicago, Illinois 60605.

By whom are you employed and in what capacity?

I am employed by ComEd as its Manager, Regulatory Strategies and Solutions.

B. Purpose of Testimony

What is the purpose of your direct testimony?

The purpose of my direct testimony is to identify and support the tariff changes needed to
both properly implement ComEd’s On-Bill Financing Program (“Program”) and allow
for the related cost recovery in order to fulfill the requirements of subsections (c)(4),
(c)(6), and (f) of Section 16-111.7 of the Public Utilities Act (“Act”). In so doing, I
address ComEd’s proposed modifications to its Schedule of Rates, ILL. C. C. No. 10,
submitted for the approval of the Illinois Commerce Commission (“Commission” or
“ICC”) in this proceeding. Those modifications include revisions to ComEd’s General
Terms and Conditions, Rider EDA - Energy Efficiency and Demand Response
Adjustment (“Rider EDA”), and Rider UF — Uncollectible Factors (“Rider UF”).

C. Summary of Conclusions

In summary, what are the conclusions of your direct testimony?

I conclude the following:
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Docket No. 10-

ComeEd’s General Terms and Conditions should be modified in order to
describe a separate line item (charge) on the bills of customers who are
participating in the Program and to provide that ComEd may disconnect
the electric service of participants that default on the payment of Program
charges included on their electric service bills. ComEd’s proposed
revisions to its General Terms and Conditions provide appropriate terms
and conditions related to the Program, are consistent with the provisions of
subsections (c)(4) and (c)(6) of Section 16-111.7 of the Act, and should be

approved by the Commission.

Rider EDA is the appropriate tariff mechanism for recovery of the costs
ComEd incurs with respect to Program start-up, administration, and
evaluation. ComEd’s proposed revisions to Rider EDA properly provide
for the recovery of Program related costs incurred by ComEd, are
consistent with the provisions of subsection (f) of Section 16-111.7 of the

Act, and should be approved by the Commission.

Rider UF is the appropriate tariff mechanism for ComEd to recover all
costs related to Program participants’ nonpayment of Program charges
included on their electric service bills. ComEd’s proposed revisions to
Rider UF appropriately provide for the recovery of uncollectible costs
incurred by ComEd related to Program participant nonpayment, are
consistent with the provisions of subsection (c)(6) of Section 16-111.7 of

the Act, and should be approved by the Commission.
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D. Identification of Exhibits

What attachments are provided with your direct testimony?
The following exhibits are attached to my direct testimony:

ComEd Exhibit 2.1: Exemplar tariff revisions to ComEd’s General Terms and

Conditions in redline format.

ComEd Exhibit 2.2: Exemplar tariff revisions to Rider EDA in redline format.

ComEd Exhibit 2.3: Exemplar tariff revisions to Rider UF in redline format.

E. Backaround and Experience

What are your duties and responsibilities in your current position?

I have served in my current position since March 2008. | am responsible for managing
the activities of the Regulatory Strategies and Solutions Department of ComEd. My
department is responsible for the analysis and development of strategic policy for
ComEd’s distribution business. These responsibilities give me a central role in the
development of many of ComEd’s new tariffs, as well as the development of new

regulated proposals such as the Program.

What is your educational background and professional experience?

I have an Artium Baccalaureus (or Bachelor of Arts) degree in Political Science and
French from Wabash College (Crawfordsville, IN) and a Master of Public Administration
degree from the School of Public and Environmental Affairs at Indiana University
(Bloomington, IN) with concentrations in Policy (Quantitative) Analysis and
International Affairs. | also obtained a Certificat De Langue Et Civilisation Francaise

from the Université de Paris — Sorbonne (Paris, France) and, as part of my graduate
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studies, studied French and European government at the FEcole Nationale

D’Administration (Paris, France).

I have been employed by ComEd since April 2001. | began my employment with
ComeEd in the Regulatory Department as a Regulatory Specialist and moved on to the

position of Senior Regulatory Specialist before holding my current position.

Prior to joining ComEd, | worked for nearly nine years at the ICC, beginning in
1992 as an intern in the then Office of Policy and Planning in the Springfield office and
ending in 2001 as the senior policy advisor to a Commissioner in the Chicago office. |
initially joined the Commission Staff through the James H. Dunn Memorial Fellowship

program, a one-year program sponsored by the Office of the Governor.

Implementation and Cost-Recovery Tariff Mechanisms

A. Overview of Statutory Reqguirements

What are the relevant statutory provisions concerning recovery of costs associated with
the Program?

Section 16-111.7 of the Act provides, in relevant part:

o Subsection (c)(4): “Following the lender’s approval of
financing and the participant’s purchase of the measure or
measures, the lender shall forward payment information to
the electric utility, and the utility shall add as a separate line
item on the participant’s utility bill a charge showing the
amount due under the program each month.”

. Subsection (c)(6): “In the event a participant defaults on
payment of its electric utility bill, the electric utility shall
continue to remit all payments due under the program to the
lender, and the utility shall be entitled to recover all costs
related to a participant’s nonpayment through the automatic
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adjustment clause tariff established pursuant to Section 16-
111.8 of this Act.”

. Subsection (c)(6): “In addition, the electric utility shall
retain a security interest in the measure or measures
purchased under the program, and the utility retains its right
to disconnect a participant that defaults on the payment of
its utility bill.”

. Subsection (f): “An electric utility shall recover all of the
prudently incurred costs of offering a program approved by
the Commission pursuant to this Section, including, but not
limited to, all start-up and administrative costs and the costs
for program evaluation. All prudently incurred costs under
this Section shall be recovered from the residential and
small commercial retail customer classes eligible to
participate in the program through the automatic
adjustment clause tariff established pursuant to Section 8-
103 of this Act.”

Q. From a ratemaking perspective, what guidance do these provisions of the Act provide
ComEd in implementing the Program and designing cost-recovery mechanisms?

A. Based on the advice of legal counsel, it is my understanding that Section 16-111.7
explicitly provides for the recovery of costs outside of a general rate case through
automatic adjustment clause tariffs established under Sections 8-103 and 16-111.8 of the
Act. Therefore, from a ratemaking perspective, the only matter at issue is the manner in
which the provisions of Section 16-111.7 are implemented in the relevant tariffs. As
discussed later in my direct testimony, ComEd proposes to build upon previously
approved rider mechanisms for the recovery of Program related expenditures and any
associated uncollectible costs.

B. Proposed Revisions to General Terms and Conditions

Q. What are ComEd’s General Terms and Conditions?
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ComEd’s General Terms and Conditions are tariff provisions generally applicable to all
tariffs included in ComEd’s Schedule of Rates, to electric service provided by ComEd,

and to retail customers located in ComEd’s service territory.

Are modifications to General Terms and Conditions appropriate for implementing the
Program?

Yes. General Terms and Conditions should be modified to conform with ComEd’s
authority under the law, which allows ComEd to place applicable charges on the electric
service bills of customers who are participating in the Program and disconnect electric
service to participants that default on the payment of those charges. Of course, electric
service disconnection would only be undertaken in conformance with the relevant
provisions of Part 280 of the Commission’s rules and the Act. The proposed
modifications to General Terms and Conditions are provided in ComEd Ex. 2.1 attached
to my direct testimony. Such modifications are in accordance with subsections (c)(4) and

(c)(6) of Section 16-111.7 of the Act and should be approved by the ICC.

Will the charges applied to the electric service bills of a participating customer in order to
repay the loans taken through the Program be reflected on a separate line item?
Yes. Such charges will be reflected on a separate line item, apart from other applicable

charges.

How will the charges applicable to participating customers be determined?
The principal and interest payments reflected in the charges will be determined by the
financial institution that is selected through the joint request for proposals (“RFP”)

process as described by ComEd Witness Timothy Melloch (ComEd Ex. 1.0).
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C. Proposed Revisions to Rider EDA — Energy Efficiency and Demand
Response Adjustment

What is Rider EDA?
Rider EDA is a cost recovery and tracking tariff that was approved by the Commission in
Docket No. 07-0540 to fulfill the cost recovery provisions of Section 12-103 of the Act,

which were subsequently moved to Section 8-103 of the Act.

How does Rider EDA operate?

Currently, Rider EDA provides for the recovery of all incremental costs incurred by
ComEd and the Department of Commerce and Economic Opportunity (“DCEO”)
associated with energy efficiency and demand response plans approved by the
Commission and implemented by ComEd and DCEO, including both capital investments
and operating and maintenance (“O&M”) expenses. Under Rider EDA, three separate
charges (or adjustments) are determined periodically, which are respectively applied to
the kilowatt-hours (“kWhs”) delivered to customers in three broad customer groupings
established thereunder. Generally speaking, the three customer groups are segmented as
follows: (1) residential; (2) lighting and non-residential with demands that do not exceed
one megawatt (“MW?); and (3) non-residential with demands that exceed one MW. The
adjustment applicable to the kWhs delivered to the customers in each group under Rider
EDA generally reflects an allocation of the costs incurred under the energy efficiency and
demand response plan based on the amounts expended on each group, in accordance with
cost causation principles. Furthermore, the costs allocated to each group annually reflect
the revenue requirement equivalent of the return on and of capital investments and a

three-year amortization of the legal and consultative costs associated with development
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of the energy efficiency and demand response plan, which is consistent with the

amortization of rate case expenses.

Rider EDA also establishes an annual reconciliation process to review the
prudence of expenditures incurred and to review the automatic true-up of the actual costs
incurred with the revenues obtained through the application of the Energy Efficiency and
Demand Response Adjustment (“EDA”). The annual review process begins in August of
each year with the filing of a report by ComEd, which includes the results of an internal
audit verified by a ComEd officer. The EDAs are filed in May of each year and are
generally in effect from the June monthly billing period through the May monthly period

of the following year, barring any changes that would warrant a mid-term adjustment.

What are the proposed modifications to Rider EDA that provide for recovery of Program-
related costs?

As shown in ComEd Ex. 2.2, ComEd proposes to modify Rider EDA to extend all the
key features of that cost recovery and tracking mechanism to costs incurred under the
Program. The revisions to the definition of “Incremental Costs” in the Definitions
section of Rider EDA describe the costs of the Program that ComEd seeks to recover
through the rider. The revisions mirror how recoverable costs are defined for energy
efficiency and demand response programs. The revisions to the “EDA Computation and
Application” section reflect that the cost to develop, implement, administer, and evaluate
the Program will be recovered only from residential customers. This revision is proposed
because, at least initially, the Program will be available only to residential customers.
Finally, the revisions to the “Annual Reporting” section expand the scope of the required

internal audit examination to include the Program costs. Such modifications are in
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accordance with subsection (f) of Section 16-111.7 of the Act and should be approved by

the Commission.

Does ComEd expect any additional sources of revenues, other than revenues derived
through application of EDAS, which could be used to offset the Program costs recovered
under Rider EDA?

No. Unlike the energy efficiency and demand response plan, under which revenues were
expected to result from the sale of demand response to the PJM Interconnection, L.L.C.
(“PIJM”), there are no extraneous revenue sources that can be used to offset costs incurred
under the Program. Therefore, ComEd did not revise the terms included in the formula set

forth in the “EDA Computation and Application” section to provide for such an offset.

Would recovering Program costs through Rider EDA enable ComEd to double-recover
its costs?

No. None of the Program’s Incremental Costs that ComEd intends to recover through
Rider EDA are currently reflected in ComEd’s base rates. Further, the proposed
revisions to Rider EDA modify the scope of the internal audit included in Rider EDA
specifically to include an examination that ensures Program costs recovered through the

application of Rider EDA are not also recovered under tariffs other than Rider EDA.

What Program costs does ComEd intend to recover through Rider EDA?
Mr. Melloch (ComEd Ex. 1.0) describes the types of start-up, administrative, and
evaluation costs associated with the Program that ComEd intends to recover through the

application of Rider EDA.
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Would the Program costs recovered through Rider EDA have an impact on the overall
portfolio budget set by subsection (d) of Section 8-103 of the Act for ComEd’s energy
efficiency and demand response plan?

No. It is ComEd’s legal interpretation that the Program costs are separate from those for
the energy efficiency and demand response plan and should not be counted toward the

budget set by subsection (d) of Section 8-103 of the Act.

Is the $2.5 million in eligible Program financing described in subsection (c)(7) of Section
16-111.7 of the Act part of the overall portfolio budget within ComEd’s energy efficiency
and demand response plan?

No. The $2.5 million in eligible Program financing, as discussed by Mr. Melloch
(ComEd Ex. 1.0), is to be supplied by a financial institution and is not a part of the

overall portfolio budget set for ComEd’s energy efficiency and demand response plan.

Why does ComEd Ex. 2.2 not reflect changes to the currently effective Rider EDA?

Although proposed revisions to Rider EDA were approved on February 2, 2010 by the
ICC in Docket No. 09-0433, ComEd has not yet made the compliance filing in
accordance with the Order entered in that proceeding. Sheet No. 247 of Rider EDA, as
approved in that proceeding, is expected to be effective by March 9, 2010, and Rider
EDA with that expected modification is, therefore, used as the base document to present

the revisions that ComEd is proposing in this proceeding.

D. Proposed Revisions to Rider UF — Uncollectible Factors

What is Rider UF?
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Rider UF is a tariff that allows ComEd to recover uncollectible costs. Currently, it is
applicable only to customers for which ComEd provides electric power and energy
supply. However, in accordance with the provisions of Section 16-111.8 of the Act,
ComEd proposed revisions to Rider UF which will result, in part, in the tariff being
applicable to all retail customers. The proposed revisions to Rider UF have been
addressed and further modified in Docket No. 09-0433, and were approved on February

2, 2010.

How does Rider UF operate?

As approved in Docket No. 09-0433, Rider UF will implement the mechanism to allow
ComEd to recover its bad debt expense, as identified in Account 904 of the Uniform
System of Accounts filed in its annual Federal Energy Regulatory Commission (“FERC”)
Form 1: Annual Report of Major Electric Utilities, Licensees, and Others (“Form 1”).
The tariff will provide for supply-related uncollectible costs to be identified and
recovered separately from distribution-related uncollectible costs. Within each of those
two functional groupings, it provides for uncollectible costs to be identified and
recovered from distinct customer groupings. Specifically, all bad debt expense
associated with the provision of electric power and energy supply will be recovered
through Rider UF, while with respect to uncollectible costs associated with distribution
service, the difference between the bad debt expense amount associated with distribution
service in FERC Account 904 and uncollectible costs included in base rates will be

recovered through Rider UF.

Is ComEd seeking to recover uncollectible costs associated with the Program, as

permitted under subsection (c)(6) of Section 16-111.7 of the Act?
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Yes.

Are modifications to Rider UF appropriate to effectuate the recovery of uncollectible
costs associated with the Program through that rider?

Yes. ComEd is proposing clarifying revisions to Rider UF to remove ambiguity
regarding the recovery of uncollectible costs incurred by ComEd related to the Program
through Rider UF. The revisions shown in ComEd Ex. 2.3 provide those clarifications,
are in accordance with subsection (c)(6) of Section 16-111.7 of the Act, and should be

approved by the Commission.

Why does ComEd Ex. 2.3 not reflect changes from the currently effective Rider UF?

Although proposed revisions to Rider UF were approved on February 2, 2010 by the ICC
in Docket No. 09-0433, ComEd has not yet made its compliance filing in accordance
with the Order entered in that proceeding. Rider UF, as approved in that proceeding, is
expected to be effective by March 9, 2010, and that modified Rider UF is, therefore, used
as the base document to show the clarifying revisions that allow ComEd to recover

uncollectible costs associated with the Program.

From what customer group will ComEd recover the uncollectible costs it incurs that are
associated with the Program?

ComEd will recover uncollectible costs it incurs that are associated with the Program
from residential customers because only residential customers will initially be eligible to

participate in the Program.

How will ComEd track the recovery of uncollectible costs related to the Program and

recovered through Rider UF?
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ComEd will track the recovery of uncollectible costs associated with the Program
together with the distribution-related uncollectible costs ComEd incurs that are associated

with residential customers.

Will a separate line item appear on residential customer bills to recover uncollectible
costs associated with the Program?

No. As it is expected to be administered at the conclusion of Docket No. 09-0433,
distribution-related uncollectible costs associated with residential customers will be
incorporated into the customer charge, standard metering service charge, and distribution
facilities charge line items applicable to residential customers. Because the uncollectible
costs associated with the Program will be tracked together with distribution-related
uncollectible costs, they will also be incorporated into the customer charge, standard
metering service charge, and distribution facilities charge line items applicable to

residential customers.

With respect to the tariff changes that you addressed in this testimony, do you have a
recommendation for the timing of ComEd’s compliance tariff filing?
Yes. ComEd recommends that its compliance tariff filing should be made within 30 days

after the date the Order is entered.

Does this complete your direct testimony?

Yes.

Docket No. 10- Page 13 of 13 ComEd Ex. 2.0



	I. Introduction and Purpose
	A. Identification of Witness
	B. Purpose of Testimony
	C. Summary of Conclusions 
	D. Identification of Exhibits
	E. Background and Experience

	II. Implementation and Cost-Recovery Tariff Mechanisms
	A. Overview of Statutory Requirements
	B. Proposed Revisions to General Terms and Conditions 
	C. Proposed Revisions to Rider EDA – Energy Efficiency and Demand Response Adjustment 
	D. Proposed Revisions to Rider UF – Uncollectible Factors


