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INTRODUCTION 

Q. Please state your name and business address. 1 

A. My name is Mike Luth.  My business address is 527 East Capitol Avenue, 2 

Springfield, Illinois  62701. 3 

Q. Are you the same Mike Luth who previously submitted Direct Testimony in this 4 

proceeding? 5 

A. Yes, I am. 6 

Q. What is the purpose of your Supplemental Direct Testimony in this proceeding? 7 

A. The purpose of my Supplemental Direct Testimony is to address Commonwealth 8 

Edison Company’s (“ComEd” or the “Company”) proposed Rider SMP (System 9 

Modernization Projects Adjustment). 10 

Q. Please summarize your conclusions and recommendations on Rider SMP. 11 

A. As discussed more fully in this testimony, I cannot recommend Commission 12 

approval of proposed Rider SMP for the following reasons: 13 

• The language in proposed Rider SMP Rider is written such that any 14 
capital investment project could be viewed as an improvement to the 15 
distribution grid and therefore recoverable through the rider. 16 

• The cost of projects that ComEd estimates would be recoverable under 17 
Rider SMP are far less than the amount ComEd has spent in recent years 18 
on capital projects, making an additional charge under proposed Rider 19 
SMP unnecessary. 20 

• Proposed Rider SMP does not meet the general standards or criteria the 21 
Commission should consider when evaluating a proposed rider. 22 



Docket No. 07-0566 
ICC Staff Exhibit 11.0 

2 

 

 

• There would not be a reduction in base rates from any cost savings that 23 
would result from the installation of projects concurrent with the time that 24 
the projects are paid through this rider. 25 

 
Further, I conclude that the future test year option within the current regulatory 26 

framework is a reasonable alternative to Rider SMP and will reduce the 27 

Company’s concern about regulatory lag in future rate cases. 28 

If the Commission authorizes Rider SMP, however, I recommend that the 29 

Commission: 30 

• Ensure that costs recoverable under Rider SMP are netted against 31 
forecasted cost savings from SMP installations, and 32 

• Limit costs recoverable under Rider SMP only to the costs that exceed the 33 
cost of equipment meeting current standards and practices performing the 34 
same basic function as the proposed SMPs. 35 

Q. Did you discuss riders in your direct testimony in this docket? 36 

A. Yes, I discussed riders in general in regard to proposed Rider SEA.  (ICC Staff 37 

Exhibit 6.0, at 10:153-14:244)  The same discussion of riders in general and their 38 

relationship to base rates applies to ComEd’s proposed Rider SMP as well as to 39 

proposed Rider SEA. 40 

Q. Please explain Rider SMP as proposed by the Company. 41 

A. In general, the Company indicates that Rider SMP is necessary for it to proceed 42 

with SMPs because the Company cannot commit to the investment of additional 43 

funding to install SMPs without Rider SMP in place.  ComEd witness Mitchell 44 

describes Rider SMP as a mechanism intended to recover the revenue 45 

requirement equivalent of the investment costs of “projects solely or primarily 46 
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dedicated to improving the distribution system to enhance service to retail 47 

customers, improvements beyond ComEd’s basic service obligation.” (ComEd 48 

Ex. 1.0, at 10: 214-216). ComEd witness Crumrine testifies that the intent of 49 

Rider SMP is to allow more timely recovery of SMP costs between rate cases.  50 

(ComEd Ex. 11, at 17: 320-324)  Further, ComEd witness McDonald asserts that 51 

“[T]he SMP proposal offers a means for the Commission – if it decides, after 52 

reviewing the specific investment plans, that doing so is in the public interest – to 53 

provide for sufficient funding to allow ComEd to go forward.” (ComEd Ex. 9.0, at 54 

6: 131-133) 55 

 In supplemental direct testimony, ComEd presented its first group of proposed 56 

projects recoverable under Rider SMP for the 15-month period of October 2008 57 

through December 2009.  (ComEd Ex. 15.0 at 13:280-14:296) Beginning in 58 

August 2009 and annually thereafter, the Company would present a list of 59 

projects recoverable under Rider SMP to the Commission for approval within a 60 

90–day period.  The Rider SMP charge would be updated every quarter to 61 

recover the costs based upon the amount that the Company spent on authorized 62 

SMPs in the previous quarter.  Costs recoverable under Rider SMP appear to be 63 

a return on the costs to install SMPs, and also depreciation on cost of the SMPs, 64 

offset or increased by any tax effects of the additional revenues and depreciation 65 

recovered under proposed Rider SMP. (Schedule E-1 at 39-42) 66 
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DEFINITION OF PROJECTS ELIGIBLE FOR PROPOSED RIDER SMP RECOVERY 

Q.  Does the language of the proposed Rider SMP comport with ComEd witness 67 

Mitchell’s assertion that only “projects solely or primarily dedicated to improving 68 

the distribution system to enhance service to retail customers, improvements 69 

beyond ComEd’s basic service obligation” would be recoverable through this 70 

proposed rider? 71 

A. No, it does not. The Company’s proposed definition of a project recoverable 72 

under proposed Rider SMP would be “any capital investment (a) that the 73 

Company classifies as pertaining to the improvement of the Company’s 74 

distribution system for the purposes of enhancing service provided by the 75 

Company to its retail customers”.  (ComEd Schedule E-1, page 39 of 42; ComEd 76 

Ex. 12.18, ILL. C.C. No. 4., Original Sheet No. 626)  There is no mention of 77 

ComEd’s indication that project costs recoverable under proposed Rider SMP 78 

refer to projects that are, in ComEd’s estimation, beyond the Company’s basic 79 

service obligation as discussed by ComEd witness Mitchell. 80 

Q. Is it a potential concern that ComEd will view the installation of equipment 81 

meeting today’s standards and practices as an SMP that is recoverable under 82 

proposed Rider SMP? 83 

A. Yes, it is a potential concern that ComEd would view the installation of new 84 

equipment meeting current standards or practices as costs that would be 85 

recoverable under proposed Rider SMP.  Installation of new equipment meeting 86 



Docket No. 07-0566 
ICC Staff Exhibit 11.0 

5 

 

 

current standards or practices would be an ordinary, on-going upgrade of the 87 

distribution system that would not necessitate an additional rider for cost 88 

recovery because those costs are recoverable through base rates, even if the 89 

new installations improved the distribution grid.  It would be, and should be, 90 

expected that the installation of new equipment would be an improvement over 91 

used equipment, not only because the newly installed equipment is new and 92 

unused, but also because the new equipment meeting current standards or 93 

practices may add features or enhanced capabilities not provided by the older 94 

equipment being replaced. The cost of equipment replacements and additions 95 

that meet today’s standards and practices are added to rate base at the time of 96 

the next general rates proceeding when the cost of the new equipment can be 97 

viewed in context with other costs as a whole. 98 

Q. What do you mean by the phrase “new equipment meeting current standards or 99 

practices”? 100 

A. The definition or application of the phrase “new equipment meeting current 101 

standards or practices” would be evaluated on a case-by-case basis by those 102 

individuals knowledgeable about current distribution grid standards and practices 103 

for the various installations that make up the distribution grid.  I do not believe 104 

that the Commission should suggest installation of equipment that does not meet 105 

current standards or practices as a guideline for ComEd to follow in the 106 

operation, maintenance, and expansion of its distribution grid.  107 
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Q. What is your understanding of SMP costs that concerns ComEd to the extent that 108 

it is proposing Rider SMP in this docket? 109 

A. System modernization project (“SMP”) costs are more costly than installations 110 

that meet current practices and standards necessary to adequately operate, 111 

maintain, and expand ComEd’s distribution grid.  The more costly SMPs that 112 

ComEd would propose for recovery under Rider SMP would theoretically provide 113 

desirable benefits not otherwise available through the installation of distribution 114 

system components meeting current standards or practices, resulting in 115 

enhanced capability and functionality of ComEd’s distribution grid. 116 

Q. Would ComEd face financial difficulty from the installation of SMPs that are no 117 

more expensive than installations that provide the same basic functions as the 118 

proposed projects? 119 

A. No, it would not appear to cause ComEd any more financial difficulty to install an 120 

SMP that (i) is no more costly than the installation of equipment meeting today’s 121 

standards and practices and (ii) provide the same basic functions as the 122 

proposed SMP.  If, as part of an on-going and routine maintenance of its 123 

distribution grid, the Company can install equipment that provides more capability 124 

or features than equipment meeting today’s standards and practices at the same 125 

or lower cost, then clearly the Company should install the superior equipment.  If 126 

ComEd can install improved equipment for the same or lower cost, ComEd will 127 

not suffer financial difficulty as a result of the cost of the improved equipment.  128 
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The Company can add the cost of the improved equipment to rate base at the 129 

time of its next general rate proceeding as it does currently without rider recovery 130 

in the interim. 131 

Q. Would ComEd have an incentive to seek approval of ordinary capital costs for 132 

recovery under proposed Rider SMP? 133 

A. Yes, ComEd would have an incentive to classify or define a cost as a project 134 

eligible for recovery under an approved Rider SMP.  Once base rates are 135 

established as a result of the instant docket, those rates will not change 136 

regardless of cost or sales activity until the next ComEd general rates 137 

proceeding.  As a result, a ratepayer will pay the same amount under base rates 138 

with or without Rider SMP.  If Rider SMP is authorized, however, ComEd will 139 

have the incentive to treat costs as recoverable through the rider because an 140 

increase in the charges resulting from the rider will increase revenues received 141 

by ComEd sooner than if the costs were added to rate base at the time of the 142 

next ComEd general rates proceeding. 143 

 
REGULATORY LAG 

Q. Can current regulatory practice address or significantly reduce the regulatory lag 144 

concern expressed by ComEd witness Crumrine (ComEd Ex. 11.0, at 17:322-145 

324), particularly when a company undergoes significant construction activity? 146 



Docket No. 07-0566 
ICC Staff Exhibit 11.0 

8 

 

 

A. Yes, ComEd can file proposed rates within the context of a general rate case 147 

proceeding using a future test year.  With a future test year, plant in service can 148 

reflect forecasted data ending up to 24 months after the date new tariffs are filed.  149 

(83 Ill. Adm. Code 287.20)  For example, if the Company filed its current rate 150 

case three months later than it did and chose a 2009 future test year, ComEd’s 151 

budget amounts for the projects it wants approved under Rider SMP could have 152 

been included in rate base. (See ComEd Ex. 15.0, p. 15, lines 306-307) 153 

Q. Would the future test year alternative to reduce regulatory lag result in more 154 

frequent rate case filings than would otherwise have been made by the 155 

Company? 156 

A. No, not necessarily. The decision to file a rate case is made by utilities based 157 

upon their own assessment of internal needs.  In the last two years, ComEd has 158 

determined it necessary to file two rate cases.  Recently, in its 2007 combined 159 

Form 8-K filing with the Securities and Exchange Commission, the Company 160 

indicated that “[a]fter 2007, ComEd’s earnings are expected to increase as 161 

regulatory lag is reduced over time through regular rate requests, putting 162 

ComEd on a path toward appropriate returns.” (Emphasis added) (Combined 163 

SEC Form 8-K Report, November 5, 2007, page 9).  The foregoing indicates that 164 

the Company’s recent practice and publicly stated intent indicates that more 165 

frequent rate case filings from the Company can be expected, with or without 166 

Rider SMP. 167 
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Q. Is “regulatory lag” a more significant concern with respect to SMPs in comparison 168 

with other, more typical capital investments? 169 

A. No, it does not appear that system modernization investments would cause more 170 

of a “regulatory lag” concern than other more typical capital investments.  As 171 

shown on Schedule 11.1 attached to this testimony, average estimated or 172 

proposed system modernization investments for the years 2009 through 2013 173 

are only about 23 percent of the average amount that ComEd capitalized for 174 

standard or typical installations in the years 2001 through 2007.  Viewed from the 175 

other perspective, the cost of standard or typical installations in the years 2001 176 

through 2007 were more than 4 times ComEd’s estimate of SMP costs in the 177 

years 2009 through 2013, which does not take into consideration the effect of 178 

inflation, if any, on standard or typical projects not recoverable through proposed 179 

Rider SMP from the years 2001 through 2007.  It might be expected that inflation 180 

would cause the cost of non-SMP installations from the years 2001 through 2007 181 

to increase in comparison to SMP estimates for the years 2009 through 2013.   182 

 Attached Schedule 11.2 shows that ComEd’s estimated revenue requirement 183 

from SMPs will be $89,446,000 after four years.  Over the five-year period of 184 

2001 through 2006, the Company’s year-to-year regulated distribution operating 185 

and maintenance expenses varied to a far greater degree, from an increase of 186 

$110,388,000 in the year 2003 over the previous year 2002 to a decrease of 187 

$179,713,000 in the year 2004 under the previous year 2003.  Year-to-year 188 

variations in ComEd’s O&M therefore exceed the estimated additional revenue 189 
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requirement from SMPs added over a four-year period, which indicates that any 190 

additional SMP revenue requirement falls within a reasonable range of year-to-191 

year cost fluctuations. 192 

 As shown on Schedules 11.1 and 11.2, the estimated costs of SMPs are not 193 

sufficiently extensive to create a heightened concern about regulatory lag in 194 

comparison with other, more typical installations that ComEd added to plant in 195 

service in recent years.  Recent capital additions and O&M experience indicate 196 

that general rate proceedings can sufficiently address “regulatory lag” associated 197 

with additional revenue requirement resulting from SMPs. 198 

Q. In the absence of a rider to recover specific costs, does “regulatory lag” serve as 199 

an incentive for a utility’s management to control costs? 200 

A. Yes, “regulatory lag” can be viewed as providing a benefit in the sense that a 201 

utility’s management has an incentive to control costs recoverable under base 202 

rates because revenues will not be increased through a rider designed to recover 203 

specific costs.  Increases in costs relative to revenues will reduce the amount 204 

available to pay dividends or increase shareholder equity because net income 205 

will be lower. 206 
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FUNDING OF SMPs 

Q.  You noted earlier that ComEd witness McDonald asserts Rider SMP would 207 

provide for sufficient funding to allow ComEd to go forward with its SMP projects 208 

(ComEd Ex. 9.0, lines 131-133).  Please comment. 209 

A. This statement appears to incorrectly imply that the Company will not need to 210 

raise capital to fund SMP projects if Rider SMP is approved. However, the 211 

mechanics of the proposed Rider SMP only allows recovery of such project costs 212 

as if they were in base rates; that is, it would provide a return on the projects and 213 

recovery of the associated depreciation expense.  Therefore, while Rider SMP 214 

would provide funds to pay the cost of capital associated with the projects, it 215 

would not raise the capital needed to fund the projects themselves.  Given that 216 

ComEd will still need to raise capital to fund the SMP projects even if Rider SMP 217 

is approved, it is not clear why the rider is essential. 218 

Q. Has ComEd evaluated the effect that SMP installation costs would have on its 219 

financial condition if Rider SMP is not approved? 220 

A. As shown in attached Schedule 11.3, ComEd indicated in its response to Staff 221 

data request MGM 4.02 that the Company has not “modeled the effect of [the 222 

SMP] drain on ComEd because ComEd does not plan on making these 223 

investments in the absence of Rider SMP’s approval.”  ComEd’s use of the word 224 

“drain” is somewhat disturbing because the word “drain” implies that the 225 

Company views SMP installations as a negative from a financial perspective. 226 
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GENERAL STANDARDS OR CRITERIA FOR COMMISSION REVIEW OF 

PROPOSED RIDERS 

Q. What are three general standards or criteria that the Commission should 227 

consider when evaluating a proposed rider? 228 

A. The Commission should consider whether: 229 

1. The subject costs are volatile, fluctuating, and uncontrollable, but critical to 230 

the ability of the regulated utility to provide service that, if left only to base 231 

rate recovery, could cause frequent general rate proceedings because of 232 

the effect on the earnings of the regulated utility from the volatile, 233 

fluctuating, and uncontrollable costs;1 234 

2. The subject costs or cost reductions can or should be targeted to a 235 

specific group of customers, such as additional costs imposed upon the 236 

regulated utility by a local government, making it unfair to require 237 

ratepayers outside of the jurisdiction of the local government to pay those 238 

costs because those ratepayers did not cause or benefit from those 239 

costs;2 or 240 

                                                            
 

1It is my understanding, based upon advice from counsel, that this standard for determining whether a 
rider is viable was reviewed in the courts in Citizens Utilities Board vs. Illinois Commerce Commission, 
166 Ill. 2d 111, 138-139 (1995) 
2 It is my understanding, based upon advice from counsel, that this standard for determining whether a 
rider is viable was reviewed in the courts in City of Chicago vs. Illinois Commerce Commission, 281 Ill. 
App. 3d 617 (1st Dist. 1996) 
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3. The subject costs are recoverable under a rider as a result of legislative 241 

mandate or approval.3 242 

Q. Does Rider SMP meet any of the standards or criteria for appropriate rider 243 

recovery of costs? 244 

A. No, it does not. 245 

Q. Why do you believe that proposed Rider SMP does not meet the basic standards 246 

or criteria for cost recovery under a rider? 247 

A. Proposed Rider SMP costs would represent voluntary investment decisions that 248 

are not critical to ComEd’s function as an electricity distribution service utility, and 249 

therefore do not meet the first standard or criterion of appropriate rider recovery:  250 

volatile, fluctuating, and uncontrollable costs critical to the service provided by 251 

ComEd.  Since SMPs are voluntary, any additional costs resulting from SMPs 252 

are controllable, with any volatility or fluctuation a result of the Company’s 253 

decision to go forward or not go forward with a given project. 254 

 Proposed Rider SMP costs do not meet the second standard or criterion of 255 

appropriate rider cost recovery because the costs of potential Rider SMP projects 256 

are not caused by specific groups of customers and are not required of ComEd 257 

by local governments.   258 

                                                            
 

3 For example, Public Utilities Act, Section 9-201.5 (a) concerning separate charges for the 
decommissioning of nuclear power plants, irrespective of other costs or revenues 
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 Finally, proposed Rider SMP does not meet the third basic standard or criterion 259 

for reasonable rider cost recovery, because, to my knowledge, the Illinois 260 

Legislature has not mandated the installation of potential Rider SMP projects, 261 

and has not mandated or specifically approved a separate charge for that 262 

purpose. 263 

Q. Is it your understanding the Commission’s authority to approve a rider is limited 264 

to the three general standards or criteria that the Commission should consider in 265 

determining whether a proposed rider is necessary and appropriate, as 266 

discussed in your direct testimony?  (ICC Staff Exhibit 6.0, at 13:220-14:244) 267 

A. No, I do not believe that the Commission’s authority to approve a rider is limited 268 

by whether a proposed rider meets one or more of those three standards or 269 

criteria.  However, the three standards or criteria are appropriate guidelines for at 270 

least beginning the evaluation of whether a proposed rider is necessary or 271 

appropriate.  If a proposed rider does not meet one of the three general criteria 272 

that indicate potential conditions under which a rider is reasonable, other 273 

circumstances or conditions specific to the costs proposed for recovery under a 274 

rider should clearly exist for the Commission to approve a proposed rider. 275 

Q. Outside of the three general criteria, how should the Commission evaluate a 276 

proposed rider? 277 

A. The Commission should approve a proposed rider only after considerable review 278 

and consideration.  Charges in addition to base rates complicate billings to 279 
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customers.  Billings to ratepayers should be consistent and understandable, and 280 

simple yet informative.4 It is important to view costs as a whole, rather than 281 

continually adjusting total billing through riders.  A proliferation in the number of 282 

riders results in more numerous Commission reviews of line-by-line cost and 283 

billing activity, which at some point will detract from the effort to review costs as a 284 

whole.  To the extent possible, cost recovery should be limited to base rates to 285 

assist in the effort to make ratepayer billings clear and understandable.  It is 286 

therefore important to limit approval of riders to circumstances that are unique 287 

and well-removed from the expected differences between actual costs and 288 

revenues and test year assumptions. 289 

 
COST SAVINGS FROM SMPs 

Q. Will ComEd ratepayers realize cost savings from the installation of capital 290 

projects that ComEd proposes for recovery under Rider SMP? 291 

A. No, ComEd ratepayers would not realize potential cost benefits from Rider SMP 292 

projects until the next ComEd general rates proceeding.  Once base rates are 293 

established in this docket, Rider SMP would represent another charge to 294 

ratepayers for projects that, if approved because certain costs currently included 295 

                                                            
 

4 Part of the goals and intent of the regulation of public utilities is the fair treatment of consumers and 
investors which should be accomplished, in part, through the application of rates is based on public 
understandability and acceptance of the reasonableness of the rate structure and level (Public Utilities 
Act, Section 1-102 (d) (ii)) 



Docket No. 07-0566 
ICC Staff Exhibit 11.0 

16 

 

 

in base rates could be reduced or eliminated, would have no corresponding 296 

offset for any reduction or elimination of costs that are included in base rates.  297 

Thus, between rate cases, ratepayers would pay the cost of improvements to the 298 

distribution system but would not receive the benefits in the form of reduced base 299 

rates from the improvements.  Proposed Rider SMP is therefore asymmetrical in 300 

the sense that it would require ratepayers to immediately pay for the costs of the 301 

equipment covered under Rider SMP, but not concurrently provide ratepayers 302 

with the cost savings from the installation of that equipment.  Instead, ComEd 303 

would retain the cost savings until the next general rate proceeding in which 304 

those cost reductions could be evaluated and reflected in base rates. 305 

Q. If the Commission should find that Rider SMP is an appropriate method of SMP 306 

cost recovery, should the costs recoverable under Rider SMP take into 307 

consideration cost savings from the potential SMPs? 308 

A. Yes, costs recoverable under proposed Rider SMP should be netted against 309 

forecasted cost savings from the SMP installations.  It is reasonable to expect 310 

that the Commission would consider cost savings from projects that ComEd 311 

proposes for recovery under Rider SMP.  To reduce “regulatory lag” in the 312 

recognition of the effect upon base rate costs from the SMPs, costs recoverable 313 

under proposed Rider SMP should be netted against forecasted ComEd cost 314 

savings from the SMPs. 315 
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Q. Should it be clear that costs recoverable under an approved Rider SMP would be 316 

limited to net costs of equipment installations and replacements that exceed the 317 

cost of comparable equipment that meets current standards and practices? 318 

A. Yes, any approval of proposed Rider SMP should not circumvent the process of 319 

considering rate base and operating and maintenance costs as a whole in 320 

developing base rates through a general rates proceeding.  Costs recoverable 321 

under Rider SMP, if approved, should include only those costs that exceed the 322 

cost of equipment meeting current standards and practices performing the same 323 

basic function as the proposed SMPs.  For example, if the average annual 324 

estimated SMP costs of $161,694,000 shown on Schedule 11.1 displace 325 

$100,000,000 of equipment that can perform the same basic function as the 326 

SMPs, only $61,694,000 should be considered eligible for proposed Rider SMP 327 

recovery, net of any cost savings that may result from the installation of the 328 

SMPs. Other reasonable and necessary costs, prudently incurred, that include or 329 

are no more costly than installations meeting current practices and standards 330 

should be reviewed in the context of a general rates proceeding and should not 331 

be eligible for recovery under proposed Rider SMP.  The specifics of costs that 332 

exceed the cost of installations meeting current standards and practices would 333 

be evaluated on a project-by-project basis if Rider SMP is authorized and as the 334 

process develops. 335 
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CONCLUSION 

Q. Please summarize your conclusions on Rider SMP. 336 

A.  Based upon my review, I cannot recommend approval of Rider SMP.  If Rider 337 

SMP is approved, amounts recoverable under the rider should be reduced by 338 

cost savings from the installation of SMPs.  To reduce its concern over 339 

“regulatory lag” in the recovery of potential SMP costs, ComEd should file future 340 

requests for increases in general rates based upon a future test year.  If, 341 

however, the Commission authorizes Rider SMP, amounts recoverable under the 342 

rider should be reduced by cost savings from the installation of SMPs. 343 

Q. Does this conclude your prepared supplemental direct testimony? 344 

A. Yes, it does. 345 



Docket No. 07‐0566
ICC Staff Exhibit 11.0

Schedule 11.1
Page 1 of 2

500

600 

700 

800 

900 

M
ill
io
ns Non‐SMP Costs Compared to Forecasted SMP Costs

‐

100 

200 

300 

400 

500 

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Year

SMP

Non‐SMP



Docket No. 07-0566

ICC Staff Exhibit 11.0

Schedule 11.1

Page 2 of 2 Corrected 

Total

SMP Non-SMP Distribution General Intangible

2001 706,677,000$            584,045,000$        107,168,000$       15,464,000$       

2002 799,493,000$            652,187,000$        76,158,000$         71,148,000$       

2003 603,539,000$            424,949,000$        150,098,000$       28,492,000$       

2004 748,311,000$            620,115,000$        105,951,000$       22,245,000$       

2005 603,083,000$            536,886,000$        53,113,000$         13,084,000$       

2006 651,718,000$            587,710,000$        55,233,000$         8,775,000$          

2007 767,841,000$            

2008

2009 97,130,000$           

2010 190,780,000$         

2011 209,530,000$         

2012 206,030,000$         

2013 105,000,000$         

Total 808,470,000$         4,880,662,000$         

Average 161,694,000$         697,237,429$            

0.232                       4.312                           

Sources:

SMP were taken from ComEd Ex. 14.1

Non-SMP for 2001 through 2006 were taken from Schedule B-5  for 07-0566 and 05-0597

Non-SMP projects for 2007 were taken from the response to JMO-5.01

Commonwealth Edison Company

Comparison of Non-SMP Costs for the years 2001 through 2007

with Forecasted SMP Costs in the years 2009 through 2013
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2009 2010 2011 2012

SMP Revenue Requirement (ComEd Ex. 14.1) 8,704                28,542              58,213             89,446            

2001 2002 2003 2004 2005 2006
FERC Form 1
Power Production 2,672,036       2,587,043       2,503,148      2,428,440       3,198,756      3,007,771     
Transmission 59,862            49,293            52,102            220,302          380,153         400,610        
Regional Trans & Mkt 3,167             
Distribution 361,535          327,214          293,174         279,336          286,020         315,590        
Customer Accounts 160,930          202,209          179,022         170,362          166,103         162,873        
Customer Service & Informational 10,906            19,961            15,063            8,407              9,791              16,399          
Sales 11,309            34                    6                     
A&G 329,518          325,648          498,189         347,636          309,182         182,338        

Total O&M 3,606,096         3,511,402         3,540,704        3,454,483         4,350,005        4,088,748       

Distribution Only
Total O&M 3,606,096       3,511,402       3,540,704      3,454,483       4,350,005      4,088,748     
Power Production (2,672,036)     (2,587,043)     (2,503,148)    (2,428,440)     (3,198,756)    (3,007,771)   
Transmission (59,862)           (49,293)           (52,102)          (220,302)         (380,153)        (400,610)       
Regional Trans & Mkt ‐                   ‐                   ‐                   ‐                   ‐                  (3,167)           
Net 874,198          875,066          985,454         805,741          771,096         677,200        

Annual Change 868                  110,388         (179,713)         (34,645)          (93,896)         

2001 to 2006 Range of Distribution O & M 290,101$        (a)
4th Year SMP Revenue Requirement (2012) 89,446           

Difference 200,655$        

(a)  = 2002 increase of $110,388 minus 2003 reduction of $179,713
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Commonwealth Edison Company's Response to 
Staffs (MGM) Data Requests 4.01 - 4.03 

Dated: January 24,2008 

REQUEST NO. MGM 4.02: 

Has the Company modeled the effect on ComEd's financial health of investment in the System 
Modernization Projects ("SMPs") discussed in ComEd Exs. 14.0 and 14.1 assuming the 
proposed Rider SMP is not authorized in this proceeding? If so, please provide the results of that 
analysis and describe the major assumptions made, including rate relief during the period 
modeled and the savings the SMPs generate, if any, the company modeled. 

RESPONSE: 

Please refer to ComEd's response to MGM 4.01. ComEd has not modeled the effect of this drain 
on ComEd because ComEd does not plan on making these investments in the absence of Rider 
SMP' s approval. 
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