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I. Introduction 
 

Q. Please state your name and business address. 

A. My name is Eric P. Schlaf.  My business address is 527 East Capitol Avenue, 

Springfield, Illinois, 62701. 

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

A. I am employed by the Illinois Commerce Commission ("Commission") as a 

Senior Economic Analyst in the Energy Division.   

Q. Please state your educational background and professional experience. 

A. I obtained a B.A. in 1982 from the University of Illinois at Champaign-Urbana.  I 

received an M.A. in Economics in August 1984 and a Ph.D. in Economics in June 

1991 from the University of Illinois at Chicago. 

 I joined the Commission in March 1990, serving in the Least-Cost Energy 

Program.  In March 1992, I moved within the Commission to the Office of Policy 

and Planning.  The Office of Policy and Planning was subsequently merged into 

the Energy Division.  I have also taught numerous courses in economics and 

statistics at the University of Illinois at Chicago, Roosevelt University, and the 

University of Illinois at Springfield (formerly Sangamon State University). 

Q. Have you previously testified before the Commission? 

A. Yes, many times.  
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II. Summary and Conclusions 
 

Q. What is the purpose of your supplemental direct testimony in this 

proceeding? 

A. The purpose of my supplemental direct testimony is to comment on 

Commonwealth Edison’s (“ComEd’s) proposal to install smart meters and other 

smart grid technologies.   

Q. What conclusions do you reach in this testimony? 

A. I reach the following conclusions: 
1. Very few electric utilities in any state have undertaken smart grid 

investments other than the installation of smart meters and related 
communication technologies.  Research efforts are underway to determine 
the benefits of smart grid technologies and to chart a path to grid 
modernization. Much of this research is sponsored by the Federal 
government. 

2. Federal energy legislation passed in December 2007 requires each state 
to investigate certain smart grid topics. The Commission has not yet 
begun its investigation, which it must begin by December 2008 and must 
complete by December 2009.   

3. The 2007 Federal energy legislation followed Federal legislation enacted 
in 2005 that required each state to consider a policy requiring utilities to 
consider universal deployment of advanced meters.  In Docket No. 06-
0526, the Commission considered but did not adopt this policy.  However, 
in its order, the Commission directed Staff to research the cost and 
benefits of advanced meters.  Substantial progress has been made in 
completing the report, but the study has not yet been completed. 

4. Several states comparable in size to Illinois have evaluated 
smart/advanced meters through informal workshop and formal 
proceedings.  These investigations have generally been conducted over 
lengthy periods, often several years.  The Commission should follow these 
examples and take an appropriate amount of time to thoroughly evaluate 
smart grid issues in a proceeding outside of the current Commonwealth 
Edison (“ComEd”) rate proceeding.  Introduction of comprehensive smart 
grid technology can be an immensely expensive undertaking, and should 
be given very careful consideration before it is undertaken to be sure, to 
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the degree possible, that such massive investments are undertaken in the 
most efficient manner possible.   

5. The question of the economic and policy reasons to adopt or not adopt 
smart grid and advanced metering technologies would be most 
appropriately considered in the proceedings the Commission undertakes 
to consider the new PURPA smart grid standards.  These proceedings 
would also be the ideal place for the Commission to receive and consider 
the implications of the smart metering study that Staff commenced in 
response to the Commission’s order in Docket No. 06-0526. 

  

III. Smart Meters and the Smart Grid 
 
Q. What is a smart meter? 

A. A smart meter is a meter that can record and store interval data that can be 

retrieved from a remote location.  A smart meter can be a component of the 

automation of many routine operational functions that currently are performed by 

utility employees, such as meter reading and customer connection and 

disconnection.  A smart meter usually has “two-way” or “bi-directional” 

capabilities that allow it to send information to utilities and/or third-party suppliers 

and to devices inside the customer’s premises. 

Q. What is the smart grid? 

A. The “smart grid” is somewhat easier to describe than to define.  However, as 

commonly understood, the term smart grid refers to an electricity-delivery 

network that incorporates digital technologies and devices to enhance the 

efficiency and security of the electric grid.  The components of a smart grid could 

include smart meters, smart devices inside customer premises, communications 

systems, distributed resources, and the equipment that utilities and other grid 

operators use to monitor the grid. 
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Q. What is the status of the development of the smart grid? 

Several utilities in other states have begun programs to install smart meters and 

associated communications and information technologies throughout their 

service territories, but it appears that only a limited number of utilities have begun 

to install other types of smart grid technologies.1  The smart grid appears to be in 

a development phase, where basic research is being conducted in an effort to 

understand the capabilities of and to find the best path to modernizing the grid.  

Current smart grid research includes the following programs: 

• The U.S. Department of Energy’s Office of Electricity Delivery and Energy 
Reliability started a program in 2005 called “Grid Works” to identify 
barriers to modernization of the grid and to develop a “roadmap” for 
development of the future electric grid.2   

• The U.S. Department of Energy’s National Energy Technology 
Laboratory’s Modern Grid Strategy is researching methods to accelerate 
the modernization of the nation’s electricity grid.3   

• The “Grid Wise” pilot project operated by the Pacific Northwest National 
Laboratory is testing new smart grid new technologies.4   

• The “San Diego Smart Grid Study,” completed in October 2006, applied 
smart grid concepts developed by the U. S. Department of Energy’s 

 
1 ComEd data request response to AG (MLB) 6.16(c)) refers to one utility, PPL Electric, that is engaging 
in a smart grid program and other utilities that are installing AMI or are involved in smart grid pilot 
projects.  The response also refers to a survey of distribution utilities that was prepared for the California 
Energy Commission regarding plans the utilities’ plans to automate some aspects of their distribution 
operations. 

2 http://www.oe.energy.gov/randd/gridworks.htm, viewed January 30, 2008. 
3 http://www.netl.doe.gov/moderngrid/, viewed January 30, 2008. 
4 http://www.pnl.gov/news/2006/06-01.stm, viewed January 25th, 2008. 
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Modern Grid Initiative to assess the feasibility and cost effectiveness of 
implementing smart grid technologies and strategies in the San Diego 
region.5 

• XCEL Energy established the “Smart Grid Consortium” in December 2007 
to develop the concept of a “Smart Grid City,” a pilot program that will test 
smart grid technologies in a medium-sized city.6 

 
Q. Has Federal legislation concerning the smart grid recently been enacted? 

A. Yes.  Within the past three years, Congress has twice passed energy legislation 

that has included smart grid and smart metering provisions.  In 2005, Congress 

enacted the Energy Policy Act of 2005 (“EPAct 2005”), and in December 2007, 

Congress passed “The Energy Independence and Security Act of 2007” (“EISA”).   

Q. Please describe the smart grid provisions of EISA. 

A. Title XIII of EISA addresses smart grid and, among other things : (1) requires the 

Department of Energy (“DOE”) to submit periodic reports to Congress concerning 

the status of the development of the smart grid; (2) establishes a task force to 

advise Federal officials on the status of the smart grid; (3) requires the 

Department of Energy and other Federal and State officials to conduct research, 

development and demonstration projects; (4) develops technical standards; (5) 

establishes matching funds for smart grid investments; (6) defines smart grid 

functions; and, (7) requires states to consider the adoption of two Public Utilities 

 
5 www.gridwise.org/pdf/061017_SDSmartGridStudyFINAL.pdf, viewed February 5, 2008. 
6 http://www.xcelenergy.com/XLWEB/CDA/0,3080,1-1-1_15531_46991-44146-0_0_0-0,00.html, viewed 
February 8th, 2008. 
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Regulatory Policy Act (“PURPA”) “ratemaking standards” that concern smart grid 

investments and smart grid information.  

Q. In addition to the research sponsored by the Department of Energy, are you 

aware of any other activity at the Federal level concerning the smart grid? 

A. Yes.  The Federal Energy Regulatory Commission (”FERC”) has discussed 

advanced metering in two reports that it recently submitted to Congress.  

Additionally, FERC recently announced that it plans to establish a “collaborative 

dialogue” with state regulators to facilitate the transition to the smart grid.7 

Q. What do you conclude from these Federal actions? 

A. Federal policymakers support the development of the smart grid and are taking 

steps to ensure that states consider whether smart grid investments would make 

sense for their individual circumstances.  

Q. Has the Commission opened proceedings to consider the two EISA smart 

grid ratemaking standards? 

A. No.  My understanding is that the Commission must open the proceedings by 

December 19, 2008 and conclude its investigations by December 19, 2009. 

Q. Are you aware of any Illinois legislation concerning the smart grid or smart 

meters? 

 
7 http://www.ferc.gov/news/news-releases/2008/2008-1/02-14-08.asp, viewed on February 15, 2008. 
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A. No, I am not.  Even though several bills were passed in 2006-2007 that affect the 

State’s electric industry, none of that legislation, to my knowledge, directly 

involved the smart grid or smart meters.  Perhaps the most closely related 

legislation is Public Act 94-0977, which required the Commission to consider 

petitions submitted by electric utilities to implement real-time pricing (“RTP”) 

programs for residential customers.  The Commission approved ComEd’s RTP 

petition.  However, customers take RTP service using conventional meters.  I 

would also note that that the RTP programs are not necessarily permanent, but 

must be reviewed by the Commission within four years to determine whether the 

programs should be terminated or modified.  In making those determinations, the 

Commission is required to apply a net benefits approach to its analysis.8  

Additionally, Public Act 95-0481 contained provisions relating to demand 

response.  However, that Act does not require utilities to meet their demand 

response obligations with smart meters or smart technology. 

Q. Has the Commission investigated the smart grid or smart meters? 

A. Yes.  In addition to approving the RTP programs proposed by ComEd and the 

Ameren utilities, the Commission opened Docket No. 06-0526 to consider the 

adoption of PURPA Standard (14), as required by EPAct 2005.  Standard (14) 

concerned time-based metering (i.e., “smart meters”).  In that proceeding, the 

Commission also considered whether it would be appropriate for the Commission 

 
8 Section 16-107.5(b-20) of the Public Utilities Act. 
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to require electric utilities to install smart meters on each of their customers’ 

premises.   

Q. What was the outcome of that proceeding? 

A. The Commission declined to order universal deployment of smart meters.  

However, in its order, the Commission directed Staff to submit a report 

discussing the costs and benefits of advanced meters and options for recovery of 

costs associated with the installation of the meters.   

Q. What is the status of that report? 

A. Staff is working on the report, which was due by March 6, 2008.  However, due to 

the similarity between the subject of that report and issues in this proceeding, 

Staff has concluded that it cannot submit the report to the Commission until the 

conclusion of this proceeding. 

Q. Did ComEd advocate in Docket No.06-0526 that the Commission study or 

mandate universal deployment of smart meters? 

A. ComEd’s position with respect to the deployment of smart meters was stated in 

the Commission’s order as follows: 

ComEd concurs that a formal investigation of ubiquitous smart 
metering is unwarranted and that universal deployment should not 
now be mandated.  ComEd argues that ubiquitous deployment 
would be extremely expensive, especially in light of modest 
customer interest in RTP.  Moreover, ComEd asserts, such 
customer interest may increase over time, while implementation of 
ubiquitous smart meters may correspondingly decline in cost as the 
technology matures, rendering implementation at this point 
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speculative and premature. (Commission Order, Docket No. 06-
0526, p. 11) 
 

Q. What is the relevance of RTP to this proceeding? 

A. RTP is an example of a time-based rate.  Smart meters can facilitate customer 

participation in RTP and other time-based rates and result in demand response 

benefits.  The expectation of demand response benefits is often cited as support 

for the installation of smart meters.  However, demand response benefits can 

only arise if customers participate in demand response programs.  Thus, the 

potential level of customer interest in RTP is helpful if not necessary in examining 

whether smart meters will result in demand response benefits. 

Q. What is the RTP participation level in ComEd’s service area? 

A. As of December 31, 2007, about 3,300 customers, or about 0.1% of all ComEd 

customers, were enrolled in RTP.9  The number of RTP customers, however, is 

expected to rise over the next few years.  In the proceeding to review ComEd’s 

proposal, the Commission determined that RTP participation charges should be 

based on an expectation of 110,000 customers enrolling in RTP.10  Currently, 

however, RTP participation now is only about 3-4% of that figure.  This level of 

participation could aptly be described as modest. 

 

 
9 http://www.icc.illinois.gov/industry/publicutility/energy/switchingstatistics.aspx. 

10 Commission Order, Docket No. 06-0617, p. 18. 
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Q. How many States have adopted the time-based meter standard of EPAct 

2005? 

A. Below is a table from a FERC Staff report showing the outcome of the EPAct 

2005 proceedings, known as EPACT 1252 Proceedings, to consider the time-

based metering standard.  According to this information, only two states have 

adopted the standard: 

EPACT 1252 Proceedings Status Summary (as of July 2007)11 
 

States with Open EPACT 1252 Proceedings   27 
States with Closed EPACT 1252 Proceedings   12 
States Deciding to Adopt EPACT 1252   2 
States Deciding not to Adopt EPACT 1252   11 
States Deferring Decision to Adopt EPACT 1252  4 
 

Q. What do you conclude from the information in this table? 

A. The table shows that some States have adopted the standard, some have not, 

and, apparently, many States are taking the maximum amount of time to decide.  

From this information, I think it is reasonable to conclude that adoption of time-

based metering policies may not fit all States and all utilities and that it would be 

unwise to generalize that adoption of time-based metering policies would fit all 

States and all utilities at all times. 

IV. Advanced Metering Infrastructure 
 

 
11 Source:  Staff Report, “Assessment of Demand Response and Advanced Metering 2007,” Federal 
Energy Regulatory Commission, September 2007, p. E-1. 
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Q. What is AMI? 

A. AMI means “Advanced Metering Infrastructure.”  An AMI system generally 

consists of a communication system, advanced meters, and the computer 

software and hardware that are needed to process the information that is 

obtained from customer meters.  AMI comprises a substantial part of a smart 

grid.   

Q. What are the capabilities of an AMI system? 

A. The primary capabilities of an AMI system are as follows:12 

• Remote recording of consumption data on an hourly or more 
frequent basis 

• Transmittal of data to a central collection point 
• Remote connection / disconnection 
• Support for two-way communications 
• Power quality or grid monitoring capability 
• Support for time-of-use rate options 
• Customer and third-party access to usage data 
 

Q. What is AMR? 

A. AMR means “Automated Meter Reading” (“AMR”).  An AMR system is a “one-

way” system that enables utilities to read customer meters from a remote 

location.  The capabilities of AMR and AMI overlap to that extent.   

Q. Has AMI and/or AMR been installed in Illinois? 

 
12 See, for example, “Assessment of Demand Response and Advanced Metering,” Staff Report to the 
Federal Energy Regulatory Commission, September 2007, p. 25. 
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A. Yes.  My understanding is that the Ameren utilities and MidAmerican Energy 

Company have ongoing AMR programs within their service territories and 

ComEd has a limited AMR program of approximately 6,000 meters (ComEd 

response to AG (PJL) 3.11).  To my knowledge, none of the utilities has installed 

AMI. 

Q. What types of benefits could AMI provide utility customers? 

A. Potential AMI benefits are often categorized as “operational,” “demand 

response,” and “societal” benefits.  Each of these benefit categories is briefly 

discussed. 

Q. Please discuss operational benefits. 

A. Operational benefits would extend into many, if not most, of a utility’s operating 

areas, particularly customer service.  Operational benefits are probably the most 

documentable AMI benefits, since the benefits are often generated from 

reductions in such verifiable categories as reduced headcount (for meter readers, 

for example), fewer field visits (to restore power outages, for example), less time 

fielding customer complaints, reduced theft of service, etc.13   

Q. Are operational benefits obtainable only through AMI? 

 
13 For a discussion of potential AMI benefits, especially operational benefits, see “Deciding on “Smart” 
Meters:  The Technology Implications of Section 1252 of the Energy Policy Act of 2005,” Plexus 
Research, September 2006, available at 
http://www.eei.org/magazine/editorial_content/nonav_stories/2007-03-01-SMART.htm.  

12 
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A. There are indications are that the cost savings enabled by the elimination of 

manual meter reading, the primary benefit of AMR, may result in approximately 

50% of the benefits of AMI,14 at likely significant lower cost.  However, there are 

also a significant amount of operational benefits that probably only can be 

captured through AMI. 

Q. Please discuss demand response and demand response benefits. 

A. Demand response programs are programs in which customers respond to 

market prices by shifting or curtailing demand.  If there is sufficient customer 

participation, demand response programs can be essential tools in reducing peak 

demand during high-priced period.  These actions may minimize future 

generation costs, enabling all customers to share in the benefits.  Demand 

response programs may also potentially result in other benefits, including a 

reduced need for upgrades and investments to a utility’s transmission and 

distribution systems, a reduction in generator market power, and environmental 

benefits.  Thus, demand response programs may provide benefits to all 

customers, not just the customers participating in the programs. 

 The introduction of advanced meters could encourage customer interest in 

various types of price-based demand response programs and tariffs offered by 

utilities and third-party suppliers.  For example, ComEd could consider offering 

expanded load interruption programs or various types of time-based rates to their 

customers.   

 
14 Id.., p. 16. 
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Q. Are demand response benefits achievable only through smart meters? 

A. No.  ComEd has ongoing load control demand response programs that do not 

require advanced metering, such as the Nature First residential air conditioning 

cycling program.  Widespread participation in price-based demand response 

programs among smaller customers, however, could be significantly facilitated by 

advanced metering.   

Q. Would the availability of advanced metering ensure demand response 

benefits? 

A. No.  The achievement of a non-negligible amount of demand response benefits 

depends on the customer participation rate in demand response programs.  

There has been research into residential and other small-use customer interest 

into demand response programs, especially price-based programs.  Since, to my 

knowledge, dynamic pricing is not mandatory for any small customer group of 

any U.S. utility, research focuses on the results of pilot programs.  This research 

is encouraging but not definitive.  Most programs indicate that some customers 

will reduce their usage in fairly significant amounts and save money if they 

remain with the programs.  On the other hand, not all customers have the means 

to switch consumption to lower-priced periods in an effort to save money and 

there is doubt about the attractiveness of time-of-use rates to residential 

14 
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customers.  For example, as noted above, the participation level in ComEd’s 

RTP program, while growing, is only 0.1% of eligible customers.15  

Q. Please discuss societal benefits. 

A. Societal benefits are those benefits that may be achievable through the 

implementation of AMI or the smart grid, but which are difficult to quantify or do 

not result in identifiable cost savings and therefore are not typically included in a 

cost-benefit analysis.  For example, smart grid technology may encourage 

greater interest in customer-owned generation, reducing stress on the grid and 

possibly resulting in fewer power plant emissions. Reducing or eliminating the 

meter reading force could take hundreds of vehicles off the roads.  Another 

potential benefit enabled by AMI is the ability to link meters to controllable 

electrical devices in a Home Area Network. 

Q. In the AMI cost-benefit analyses from other states that you have reviewed, 

must both operational and demand response benefits be expected if a 

utility’s AMI proposal is to pass a cost-benefit test? 

A. Yes.  I have reviewed several cost-benefit studies that have been presented to 

state regulatory commissions.  In most if not all studies, the preponderance of 

expected benefits is attributed to operational savings, but some demand 

response benefits must be also expected if a benefit-cost ratio is to exceed 1.0.  

 
15 For a recent summary of such research, see “Advanced Metering Infrastructure:  What Regulators 
Need to Know About Its Value to Residential Customers,” Nancy Brockway, February 13, 2008, available 
at http://www.nrri.org/. 
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Q. Would you expect that deployment of AMI and smart meters could be 

beneficial for ComEd customers? 

A. There is certainly potential for AMI to provide benefits for ComEd customers.  

With advanced meters, ComEd customers could have real-time access, or near 

real-time access to usage information and wholesale market prices.  With this 

information readily available, many customers might pay increased attention to 

their energy usage, and take actions to respond to market prices, such as 

delaying consumption until a lower-priced period.  Such actions could help to 

minimize future generation expenditures in the ComEd region.  Customers could 

benefit in other ways.  The potential for documentable operational savings could 

lead to cost savings and ultimately lower bills.  Advanced meters could allow 

customers to control energy-using devices in their home and to display 

information regarding their electric usage.  There is some evidence that this 

capability results in a “conservation effect” where the availability of information 

encourages customers to pay increased attention to their energy usage, resulting 

in a small overall decrease in consumption.16 

Q. Could AMI benefits accrue to all ComEd customers or would some 

customers benefit more than other customers? 

A. Most benefits due to the installation of AMI would be spread throughout ComEd’s 

customer base, at least to some degree.  Some of the operational benefits could 

potentially reduce ComEd’s cost of service, and thus potentially benefit all 

 
16 See, for example, Southern California Edison, Application No. 07-07-026, Exhibit SCE-6, pp. 3-4. 
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customers.  Reliability benefits could accrue to most, if not all, customers.  

Likewise, demand response benefits could potentially benefit all ComEd 

customers, including customers that buy power from alternative suppliers.  

However, the installation of AMI could benefit some groups of customers more 

than others.  For example, customers participating in demand response 

programs could receive more benefits than non-participating customers.  Some 

customers may have little interest in or the ability to shift their consumption in 

response to market prices.  Also, some customers may benefit only with 

additional expenditures in energy devices, such as smart thermostats, that help 

customers monitor and control their energy use.   

Q. Has ComEd conducted a cost-benefit analysis of AMI? 

A. ComEd apparently conducted a cost-benefit analysis in 2005 of potential AMR 

savings and investment costs. This study appeared to show a lengthy payback 

period for the investment.17  However, the analysis apparently has not been 

updated.  I would also note that ComEd has also stated in response to data 

requests that it has not conducted a cost-benefit analysis of smart grid 

technologies, but whether its statements refer to the specific projects it is 

proposing or to smart grid technologies in general is not clear (ComEd responses 

 
17 ComEd response to data request DOE 1.41_Attach 6 (Public).pdf. 
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370 

371 

372 

373 

374 

375 

376 

to Staff Data Request PL 3.03 and Attorney General Data Request AG (PJL) 

3.09(b)).18 

Q. Have other states evaluated AMI? 

A. Yes.  In addition to the EPAct 2005 proceedings, several states, including states 

that regulate utilities comparable in size to ComEd, have recently investigated 

the potential benefits of AMI.  Here is more information on some of these state 

investigations: 

 California 377 

378 

379 

380 

381 

382 
383 
384 
385 
386 
387 
388 
389 
390 
391 

                                                           

In 2002, the California Public Utilities Commission (“CPUC”) issued a rulemaking 

to review advanced metering and other topics.”19 In 2004, the Administrative Law 

Judge and Commissioner assigned to the proceeding issued a ruling adopting a 

business case framework for AMI.  The ruling noted that, 

Because installing an advanced metering infrastructure requires 
substantial utility investment and impacts all aspects of utility 
operations, the decision of whether, and if so, how, to proceed 
requires a detailed cost/benefit analysis. The costs of developing 
and deploying an advanced metering infrastructure are affected by 
(1) the performance characteristics and applications that utilities, 
regulators, and customers want supported (functional capability) 
and (2) the hardware and engineering choices integrate the meters 
and communication systems of an advanced metering 
infrastructure into utility system network management 

 
18 In its response to AG (PJL) 3.09 (b), ComEd states that, “Neither ComEd nor Mr. Gee has performed a 
cost benefit study to attempt to determine quantitatively that deploying these technologies will be in the 
best interests of customers.” 

 
19 Rulemaking R.02-06-001, “Order Instituting Rulemaking on policies and practices for advanced 
metering, demand response, and dynamic pricing,” filed June 6, 2002.  
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392 
393 
394 
395 
396 
397 
398 
399 
400 
401 
402 
403 
404 
405 
406 
407 
408 

409 

410 

411 

412 

413 

414 

415 

416 

417 

418 

419 

                                                           

functions….The analysis the utilities will perform is crucial to the 
Commission's understanding of the tradeoffs made by utilities in 
developing their functional AMI specifications that underlie the 
benefit cost analysis. In order to enhance this understanding, the 
utilities should describe the underlying management philosophy or 
business vision used to develop its functional specifications and 
approach. Specifically we are interested in a discussion from each 
utility of how key market factors, regulatory constraints, or internal 
business constraints shaped or affected the development of its AMI 
specifications and cost benefit estimates.  Accordingly, we direct 
each utility to include a discussion in its filings that identifies key 
market factors, anticipated or current regulatory decisions, and 
forecasts of the future business and financing environment that 
have affected the development of cost and benefit estimates in this 
filing. 20 (footnote omitted) 
 

 

Each of the State’s three large utilities presented AMI deployment plans and 

cost-benefit studies to the CPUC in proceedings to review the plans and 

investments.  The principal focus of each proceeding was the cost-effectiveness 

of the proposed AMI investments.  The analyses presented by Southern 

California Edison Company (“SCE”) in its revised preliminary business case filing 

indicated that none of the scenarios they studied would result in cost-effective 

AMI deployment.21  San Diego Gas and Electric Company reached a similar 

conclusion in its filing.  After lengthy proceedings, each utility received approval 

to install AMI.  

I should also note that California has extensively studied various types of time-of-

use rates, potentially a significant component of demand response benefits.  The 
 

20 Rulemaking 02-06-001, “Administrative Law Judge And Assigned Commissioner's Ruling Adopting A 
Business Case Analysis Framework For Advanced Metering Infrastructure,” July 21, 2004. 

21 In fact, SCE presented information showing that total costs would exceed total benefits over the life of 
the investment by about four hundred million dollars (Rulemaking 02-06-001, Document SCE-1, Table 1-
1, p. 16, January 12, 2005. 
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420 

421 

22 422 

CPUC is now engaged in a rulemaking that addresses policies and protocols for 

demand response load impact estimates and cost-effectiveness 

methodologies.

 Maryland 

On June 8, 2007, the Public Service Commission of Maryland (“MPSC”) 

an order directing its Staff, utilities and interested parties to engage in a 

collaborative process to consider AMI and demand-side management topics

The collaborative was placed under the direction of an MPSC official.  The 

participants were directed to file a report describing the

423 

 issued 424 

425 

.23 426 

427 

ir discussions.  Ultimately, 428 

the MPSC established standards for AMI programs.24  429 

 430 

 New York 

The New York Public Service Commission (“NYPSC”) has reviewed meter

issues since 1996.  In 1996-97, its principal focus in this area was on the 

potential anti-competitive effects of advanced metering.  Several years later, 

November 2004, the NYPSC issued a Notice seeking comments on several 

metering topics, including advanced metering.  In September 2005, the NYPSC 

431 

ing 432 

433 

in 434 

435 

436 
                                                            
22 Rulemaking R.07-01-041 

23 Order 81448 

24 Order 81637, “In The Matter Of The Commission’s Investigation Of Advanced Metering 
Technical Standards, Demand Side Management Cost Effectiveness Tests, Demand Side 
Management Competitive Neutrality, And Recovery Of Costs Of Advanced Meters And Demand 
Side Management Programs,” September 28, 2007. 
____________________________________ 
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437 

438 

439 

440 

441 

 opened to consider each plan. 25 442 

A relevant portion of the 443 

ities are 444 
 445 

446 
447 
448 

s 449 
450 

 451 
 that is 452 

453 
454 

lyses, 455 
456 
457 
458 
459 
460 

ated to 461 
in 462 

463 
464 
465 

at can be anticipated and prevented… (Order, New York Public 466 
rvice Commission, CASE 94-E-0952, August 1, 2006, p. 15). 467 

 468 

issued a Notice of Proposed Rulemaking.  Its June 2006 Order directed utilities 

to file plans to develop and deploy advanced metering systems.  The plans were 

to include cost-benefit studies of the general deployment of meter installation on 

an as-requested basis.  The NYPSC’s order shows the types of information that 

may be relevant to an evaluation of an AMI deployment plan.  In response to this 

order, utilities’ filed plans and proceedings were

order is copied below: 

In developing their advanced metering plans, electric util
directed to take into consideration: operational and geographic
characteristics, population density, economics, types of 
technologies, customer interests and benefits, available time 
differentiated rate structures, efficacy, and demand response 
opportunities.  For example, installing advanced metering system
may prove cost effective in some locations, such as locations with 
strained capacity, and not in others. The plans should include a
cost/benefit analysis for the advanced metering infrastructure
proposed, including an evaluation of the costs and benefits of 
general deployment to all customers or installation only on a 
customer-requested basis. In performing the cost/benefit ana
electric utilities are directed to consider:  their operational cost 
savings; incremental costs and net benefits associated with 
adapting their systems to accommodate potential expansion of 
hourly and other time-differentiated services; benefits achieved by 
enabling greater demand reduction; and benefits derived from 
improved outage detection and outage information dissemin
public officials and first responders. Electric utilities should expla
in their plans the future options available for modifying and 
upgrading their selected systems for future advanced metering 
needs and avoidance of early obsolescence and stranded costs 
th
Se

Oregon 469 
 470 

                                                            
25 Documents are available at http://www.dps.state.ny.us/AMI.htm.  
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a 471 

472 

gon Public Utility Commission 473 

and the Oregon Department of Energy that described the process by 474 

which 475 

476 
477 
478 
479 
480 
481 

Docket UE 180. The process has been long, but 482 
uccessful. There have been numerous workshops and settlement 483 

484 
formal and informal information and idea sharing, and many rounds 485 
of testimony.26 486 

487 
 

Portland General Electric Company (“PGE”), Oregon’s major utility, filed 

proposal to install AMI.  In the proceeding to review its proposal, PGE 

submitted a brief with the Staff of the Ore

interested parties discussed AMI: 

 
This docket officially started on March 7, 2007, when PGE filed 
Advice No. 07-08, seeking implementation of Schedule 111 to 
reflect the net costs related to the deployment of an Advanced 
Metering Infrastructure (“AMI”). This docket is, however, a 
continuation of an examination into deployment of AMI that began 
in early 2006 in 
s
conferences, voluminous data requests and responses, other 

 
Texas 

In 2005, the Texas legislature enacted legislation permitting utilities to collect a

surcharge for advanced metering investments.

488 

  489 

490 

491 

g 492 

 493 

nd TXU Electric Delivery, have undertaken AMI 494 

                                                           

27

28

29

  In 2007, the Texas PUC issued 

a rule governing advanced metering that specified requirements for advanced 

metering proposals.   The Texas PUC also directed its Staff to conduct ongoin

workshops to address advanced metering issues.   My understanding is that

two utilities, CenterPoint Energy a

 
26 “Opening Brief of Portland General Electric Company, Staff of the Public Utility Commission of Oregon, 
and the Oregon Department of Energy,” January 18, 2008, Docket UE 189, p. 2. 
27 Texas Utilities Code § 39.107(h) (2007)  

28 16 TAC § 25.130  (2008)  

29 Implementation Project 34610; documents available at 
http://www.puc.state.tx.us/electric/projects/34610/34610.cfm. 
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ms, and perhaps smart grid investments, but have not yet sought cost 495 

496 

 

progra

recovery for these expenditures. 

Ohio 

The Ohio PUC (“OPUC”) has considered smart metering since at least 

December 2005, when it opened a proceeding, Docket No. 05-1500-EL-COI, to 

OPUC required utilities to prepare AMI cost-benefit ana

497 

498 

499 

investigate the EPAct 2005 PURPA topics.  In its order in that proceeding, the 500 

lyses.  It adopted PURPA 501 

(14) and opened a proceeding, Docket No. 07-646-EL-UNC.  It is now 502 

503 

Standard 

engaged in a smart metering workshop process. 

Vermont 

Advanced Meter Reading and Advanced Meter 

504 

The Vermont Public Service Board opened an investigation of the status of 505 

Infrastructure.  The steps in its 506 

vestigation include a study of the cost and benefits of advanced metering, two 507 

workshops, and possibly a proceeding.30  508 

 509 

 510 
se 511 

512 

A. The primary conclusion is that it is common for states to deliberate carefully 513 

514 

                                                           

in

Q. What do you conclude from your review of the AMI investigations in the

states? 

whether AMI investments would be appropriate for their states.  Typically, the 
 

30 Investigation into Vermont Electric Utilities' Use of Smart Metering and Time-Based Rates, Vermont 
Public Service Board, Docket No. 7307 (Order Opening Investigation April 18, 2007). 
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s, 515 

s.  The 516 

pproval of AMI investments generally 517 

31518 

ve.   519 

520 

521 

A. 522 

 523 

 524 

525 

ere 526 

527 

re 528 

529 

530 

or 531 

532 

                                                           

states use a step-by-step approach.  Among the steps involved are workshop

rulemakings, and the filing of deployment plans and cost-benefit analyse

deliberations may last several years.  A

depends (with the possible exception of Texas)  on a showing that the 

investments would be cost-effecti

Q. Would a multi-step approach to investigating AMI and the smart grid be 

appropriate for Illinois? 

Yes.  As described above, installation of AMI and other smart grid technology 

has the potential to deliver benefits to ComEd and its customers.  However, there

are many reasons not to rush into deployment of AMI and smart grid technology

without careful review.  First, ComEd’s testimony states that it does not consider 

AMI and smart grid installation critical to providing reliable service.  Thus, th

would be little cost to delaying installation into the future and potentially much to 

gain if problems and issues arise that could have been avoided with mo

consideration are addressed before the technologies are put in place.  Second, 

with the possible exception of the Commission’s discussion of system 

modernization in a recent order,32 the Commission has not indicated its desire f

utilities to modernize their systems, or established the standards by which 

 
31 Texas is a possible exception to the general rule because an administrative rule passed by the Texas 
PUC may allow AMI investments if the utility can demonstrate that its Deployment Plan is “reasonable” 
(see 16 TAC § 25.130(d) (5)).  However, the rule also requires a utility to submit cost and benefit 
information and the Deployment Plan must meet certain technical criteria specified in the rule (Section 
25.130(g)). 

32 In re: Peoples Gas Light and Coke Company and North Shore Gas Company, Docket No. 07-0241/07-
0242 Cons., p. 162 (Order Feb. 5, 2008)  

24 
 



Docket No. 07-0566 
ICC Staff Exhibit 9.0 

 
533 

534 

535 

536 

537 

aff 538 

539 

d’s smart grid 540 

proposal requires a large investment comparable to construction of a good-sized 541 

power plant.  Such an investment deserves close scrutiny.   542 

V. Recommendations 543 

 544 

545 

546 

A. 547 

s are 548 

 549 

550 

551 

tion that other states have been giving 552 

553 

554 

modernization projects should be reviewed.  In fact, in its only consideration of 

smart metering, the Commission’s preference was to direct Staff to provide 

information about the costs and benefits of advanced metering.  Third, Staff has 

identified several problems with and does not support the adoption of rider 

recovery of system modernization.  ComEd has stated that it will not go forward 

with AMI and smart grid investments absent approval of the rider.  Fourth, St

witness Linkenback concludes that he cannot evaluate the proposed projects on 

the basis of the information provided by ComEd.  Fifth, ComE

Q. Do you have a recommendation about the Commission’s consideration of 

AMI and smart grid investments? 

Yes.  I recommend that the Commission begin consideration of AMI and smart 

grid topics outside of this rate proceeding.  AMI and smart grid investment

important issues that deserve more consideration and attention than Staff, the

Commission and other parties can provide in this proceeding.  Given the 

potential benefits of AMI and smart grid investments, the general direction of 

federal policy, the careful and lengthy atten

AMI, I believe the fate of AMI should not be tied to a specific rider in the narrow 

time frame allowed by a rate proceeding.   
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26 
 

555 

556 

A. 557 

558 

559 

ady proposed specific projects to be 560 

ered the 561 

standards. 562 

563 

564 

A. 565 

566 

by December 2009.  Alternatively, 567 

art grid topics and 568 

569 

Q. Does this conclude your supplemental direct testimony? 570 

A. Yes, it does. 571 

Q. Do you believe ComEd’s Rider SMP proposal promotes the kind of 

considered approach you recommend to the Commission? 

No.  ComEd’s Rider SMP proposal promotes instead a project by project 

approach that is not necessarily tied to any process that would give careful 

consideration to an overall approach that is appropriate for Illinois.  This is 

evidenced by the fact that ComEd has alre

recovered through Rider SMP before the Commission has even consid

EISA smart grid 

Q. What would be the appropriate forum for the AMI and smart grid 

investigation? 

One possible forum would be the proceedings the Commission will open to 

consider the EISA smart grid standards.  As noted above, these proceedings 

must begin by December 2008 and conclude 

the Commission could direct Staff to conduct workshops on sm

present a report on its findings.   
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