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I.  Executive Summary and Introduction 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is Ross C. Hemphill.  My business address is 440 S. LaSalle, Suite 3300, 4 

Chicago, Illinois  60605. 5 

Q. Are you the same Ross Hemphill that has previously submitted direct testimony in this 6 

docket? 7 

A. Yes, I am. 8 

B. Summary of Testimony 9 

Q. What are the subjects of your rebuttal testimony? 10 

A. My rebuttal testimony covers six areas:  11 

• First, I introduce the other rebuttal witnesses that ComEd presents and briefly 12 

summarize the topics that each addresses.   13 

• Second, I explain how the pilot of AMI1 and related customer applications at issue in 14 

this Docket relates to ComEd’s proposal, filed with the United States Department of 15 

Energy (“DOE”) on August 6, 2009, for partial “stimulus” funding under the 16 

American Recovery and Reinvestment Act of 2009 (“ARRA”) for a broader set of 17 

Smart Grid investments.  I also reply to suggestions that consideration of the portion 18 

of Rider AMP that establishes a cost recovery mechanism for these ARRA-funded 19 

Smart Grid investments should be deferred.  Leaving these Smart Grid stimulus 20 

projects in cost recovery limbo, as some opponents propose, is not only unjust and 21 

                                                 
1  I use the same acronyms that are used and defined in my direct testimony (ComEd Ex. 1.0).. 
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unreasonable to ComEd but poor public policy.  Failing to approve a cost recovery 22 

mechanism in this docket would both frustrate grid modernization programs that 23 

benefit customers and hobble Illinois’ ability to compete effectively for $175 million 24 

in federal funds that could easily go to other states.  25 

• Third, I rebut claims that ComEd should not recover the costs of the AMI and AMI 26 

customer applications pilot (the “Pilot”) under Rider AMP.  Approval of the pilot is 27 

in the best interest of customers and cost recovery under Rider AMP is essential if the 28 

pilot is to go forward.  The Commission has already approved recovery of AMI pilot 29 

costs under Rider AMP and ComEd has made a compelling case for approval of the 30 

AMI pilot under that rider.  Moreover, there is no good reason to deny recovery under 31 

Rider AMP of the companion costs of piloting AMI customer applications.   32 

• Fourth, I respond from economic policy, regulatory, and rate design perspectives to 33 

suggestions to modify limit the Pilot as a condition of approval under Rider AMP.  34 

Other witnesses address technical issues related to these proposals.  With the 35 

exception of certain suggestions made by CUB witness Thomas relating to the 36 

evaluating pilot data, these proposals should be rejected.   37 

• Fifth, I refute claims that Rider AMP’s rate design should be changed to impose 38 

greater costs on residential and other small customers.  The design of Rider AMP was 39 

approved by the Commission in Docket No. 07-0566 should not be altered.  Both the 40 

Pilot and the broader Smart Grid projects included in ComEd’s ARRA Application 41 

offer benefits to all customers.   42 

• Sixth, I respond to questions concerning the limited IDC waiver that ComEd has 43 

requested and confirm that it should be granted.   44 
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C. Identification and Summary of  45 
Other Rebuttal Witness’ Testimony 46 

Q. Who are the other witnesses presenting rebuttal testimony in support of ComEd’s 47 

Petition?  48 

A. ComEd is submitting rebuttal testimony from each of the witnesses who filed direct 49 

testimony: in addition to my myself, Messrs. Meehan, O’Toole, Doherty, Jensen, Eber, 50 

and Fruehe.  ComEd is also submitting rebuttal testimony from Ahmad Faruqui, Ph.D.   51 

Q. What topics do each of these witnesses’ rebuttal testimonies address? 52 

A. They address the following subjects: 53 

• Val R. Jensen, ComEd’s Vice President – Marketing and Environmental Programs 54 

(ComEd Ex. 9.0,) responds to arguments that the City of Elgin, who won ComEd’s 55 

contest for the best community-based AMI implementation, should be cut out of the 56 

AMI Pilot.  57 

• Ahmad Faruqui, Ph.D., Principal, The Brattle Group (ComEd Ex. 10.0), is one of 58 

the developers of ComEd’s AMI customer applications study and one of the country’s 59 

most experienced experts in the design and evaluation of such studies.  Dr. Faruqui 60 

refutes claims of AG-AARP witness Alexander suggesting the ComEd’s pilot fails to 61 

build on pre-existing knowledge and studies.  He also answers questions posed by 62 

Staff witness Dr. Brightwell raises concerning the benefits of piloting customer 63 

applications along with AMI technologies, as proposed by ComEd.  Dr. Faruqui also 64 

explains why an Increasing Block Rate (“IBR”) design should be investigated as part 65 

of the pilot, and why ComEd’s proposal to distribute In-Home Devices (“IHDs”) is 66 

appropriate for this study. 67 
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• James C. Eber, Manager – Demand Response and Dynamic Pricing (ComEd Ex. 68 

11.0), answers questions of Staff witness Dr. Brightwell about ComEd’s proposed 69 

experimental time of use rates, of CUB witness Thomas about goals for the Customer 70 

Applications pilot, and of City of Chicago witness Ornelas about whether “different 71 

responses of customers with diverse characteristics or attitudes is captured by the 72 

pilot design and data collection plans.”  (City Ex. 1.0, lines 50-51).   73 

• Michael J. Meehan, Vice President – AMI Operational Implementation (ComEd Ex. 74 

12.0), explains why this pilot should not be used to test outage response, and confirms 75 

that AMI technology will not be used to circumvent any protection that customers 76 

enjoy under Part 280  77 

• Richard D. O’Toole, Director – AMI Pilot Program (ComEd Ex. 13.0) refutes the 78 

claim of AG-AARP witness Alexander that the AMI pilot can be significantly scaled 79 

back and still function and explains that her comments about evaluation of the pilot 80 

are already addressed.   81 

• David B. Doherty, Manager – AMI Program Implementation (ComEd Ex. 14.0), 82 

responds AG-AARP witness Alexander’s claim that ComEd should evaluate 83 

“existing automated meter reading systems” – which do not even exist – to “achieve 84 

some if not all of the functionalities of the proposed AMI system.”  Mr. Doherty also 85 

responds to her suggestion that, despite the extensive analysis already shared with 86 

workshop participants, ComEd should provide a further “evaluation plan” that 87 

compares pilot technologies to “other utility AMI installations.”  (AG / AARP Ex. 88 

2.0, lines 443-44). 89 
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• Martin G. Fruehe, Manager – Revenue Policy (ComEd Ex. 15.0), confirms several 90 

clarifications made by Staff witness Hathhorn and responds to Ms. Hathhorn’s 91 

concern about incentive compensation costs.  Mr. Fruehe also responds to AG-AARP 92 

witness Brosch’s attack on the 10-year amortization period proposed by ComEd and 93 

accepted by Staff and to Mr. Brosch’s misunderstanding of the “earnings cap” 94 

protection included in Rider AMP. 95 

II.  ComEd’s AMI and Smart Grid Proposals 96 

A.  Update on ComEd’s AMI Pilot 97 

Q. What positions do other parties take in their direct and rebuttal testimony concerning 98 

ComEd’s Pilot and the provisions of Riders AMP and AMP-CA that support it? 99 

A. Staff and the parties have with few exceptions supported the pilot of AMI technologies 100 

and customer applications.  Most also acknowledge that the workshop process was 101 

successful and contributed positively to development of the pilot.  Indeed, as ComEd 102 

notes before, realizing the importance of investigating AMI customer applications was a 103 

product of workshop input and discussion.   104 

In particular, Staff, with the exception of the 10,000 meters to be installed in the 105 

City of Elgin, does not propose changes to the scope, size, or location of the AMI 106 

technology pilot.  And, with the exception of issues relating to the Increasing Block Rate 107 

(“IBR”) and a discussion of a 110% cap on certain forecast costs, Staff does not oppose 108 

the AMI Customer Applications Pilot.  Both CUB and City of Chicago also support the 109 

scope and content of ComEd’s pilot program and acknowledge what, in the words of City 110 

witness Ornelas, was “mostly a very productive and successful workshop process.”  (City 111 

Ex. 1.0, lines 42-43).   112 
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Q. What is the current status of ComEd’s efforts to prepare for the implementation of 113 

ComEd’s AMI pilot? 114 

A. ComEd continues to prepare for implementation of the proposed pilot of AMI and related 115 

customer applications in time for the summer of 2010.  To that end, vendors have been 116 

selected and operational preparations are being made to proceed rapidly if the 117 

Commission approves the Pilot.  ComEd remains on schedule to begin the process of 118 

installing AMI meters in 2009 and have systems in place to begin pilot operation by the 119 

2010 summer peak load season if the Commission approves the pilot in early November 120 

2009. 121 

Also, although the formal stakeholder workshops have ended, ComEd continues 122 

to meet regularly with interested stakeholders to discuss study implementation, design, 123 

and evaluation and to involve stakeholders in the pilot process.  In addition, ComEd 124 

continues to work with municipalities in which customers who will receive AMI meters 125 

are located.   126 

B.  Relationship of the AMI Pilot and ARRA Funding Proposals 127 

Q. Has ComEd proposed a broader Smart Grid initiative to the federal governments? 128 

A. Yes.  On August 6, 2009, ComEd filed with the DOE an application for funding under 129 

the ARRA (“ARRA Application”) for a series of programs generally entitled the Chicago 130 

Area Smart Grid Initiative (“CASGrid”).  The ARRA Application and the DOE “Funding 131 

Opportunity” under which ComEd filed it offers the chance for ComEd to receive up to 132 

$175 million dollars of federal funds to support, on a 1-1 matching basis, $350 million of 133 

Smart Grid investments.  A copy of the body of this application was attached to the 134 

rebuttal testimony of Staff witness Peter Lazare (Staff Ex. 6.0) as Attachment A thereto.   135 
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Q. Staff witness Dr. Eric Schlaf (Staff Ex. 4.0) has inquired how the CASGrid proposal 136 

aligns with the Pilot proposal made in this Docket and with the Commission’s Order in 137 

Docket  No. 07-0566.  How do the activities proposed in ComEd’s ARRA Application 138 

relate to the AMI Pilot at issue here? 139 

A. ComEd’s ARRA Application seeks federal matching funds for AMI Pilot activities as 140 

well as funding for additional types of Smart Grid investment and subsequent AMI-141 

related work that would be undertaken if the Commission approves it.  That additional 142 

work for which federal funding is sought includes installation of additional AMI meters 143 

and IHDs, a broader test of dynamic pricing rates to be informed by the initial results of 144 

the AMI pilot, a broader test of municipal and community involvement, and a suite of 145 

distribution automation and grid monitoring activities.  That is why, as Dr. Schlaf notes, 146 

ComEd’s ARRA Application seeks federal funding support for a total of about 320,000 147 

AMI meters and for a deployment of AMI customer applications beyond that proposed in 148 

the pilot.  (Staff Ex. 4.0, lines 40-42).   149 

Q. Does that mean that the ARRA Application changes or expands the scope of the AMI 150 

Pilot that ComEd seeks approval of in this Docket? 151 

A. No.  The ARRA filing does not change the AMI Pilot that ComEd seeks approval of in 152 

this Docket.  As I and ComEd’s other witnesses have testified, the pilot proposal 153 

specified in our June 1st filing includes the deployment of approximately 141,000 meters, 154 

the associated meter data management and communications infrastructure required for 155 

those meters to function and integrate with ComEd’s other systems, some 5,800 in-home 156 

devices (“IHDs”), and a rigorous behavioral evaluation of five alternative experimental 157 

rate designs.  ComEd is prepared to proceed with aspects specified in that pilot if the 158 
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Commission approves it and the Riders AMP and AMP-CA, as proposed, regardless of 159 

the outcome of ComEd’s ARRA Application.  The AMI Pilot stands on its own merits 160 

and the Commission should approve it. 161 

Q. Dr. Schlaf also testifies that it “appears … that ComEd is proposing to expand the pilot 162 

from 141,000 meters to approximately 320,000 meters” (Staff Ex. 4.0, lines 40-41), 163 

which he notes is greater than the 200,000 conditionally approved in the Commission’s 164 

Order in Docket No. 07-0566.  Dr. Schlaf also states that it “appears that ComEd may 165 

also significantly expand the size of the customer applications portion of the pilot.”  (Id., 166 

lines 41-43).  Is Dr. Schlaf correctly interpreting the ARRA Application? 167 

A. No.  As I stated, the ARRA Application is an effort to secure federal funds for qualifying 168 

proposed projects.  ComEd is not proposing to increase either the number of AMI meters 169 

in the technology pilot or the size of the proposed customer application experiment.  Any 170 

increase in the number of meters above the approximately 141,000 proposed in this 171 

docket (and, therefore, also above the 200,000 already addressed by the Commission) and 172 

any increase in the size of the customer applications pilot would be the subject of a future 173 

filing for Commission approval under Rider AMP.  That request would stand on its own 174 

merits. 175 

Q. Given the apparent past confusion on this subject, is there an easy way for the 176 

Commission to distinguish between activities that are part of the Pilot and the broader 177 

range of activities for which ComEd sought federal funding? 178 

A. Yes.  I have prepared a chart, which appears below, that illustrates this.  This chart lists 179 

the major components of the CASGrid proposal made to the DOE in three areas, AMI 180 

Technology, AMI Customer Applications, and Distribution Automation.  The specific 181 
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activities highlighted in green represent the AMI Pilot that ComEd asked to be approved 182 

in this Docket.  It is the same proposal that ComEd sought approval of in its original 183 

Petition.  The additional projects highlighted in yellow simply represent other aspects of 184 

CASGrid.   185 

How ComEd’s AMI Pilot Fits Into The  
Chicago Area Smart Grid Initiative 

AMI Meter  
Technology 

AMI Customer  
Applications 

Distribution  
Automation 

• 100K AMI meters  
(I-290 Corridor) 

• Pilot five different dynamic 
rate designs 

• 700 advanced distribution 
automation switches 

• 10K AMI meters  
(Elgin) 

• ~ 5800 IHDs used for rate 
design pilot 

• CVR on 20 distribution 
feeder circuits 

• 30K AMI meters  
(Chicago) • 4 Intelligent Substations 

• 500 AMI meters  
(Tinley Park) 

• Rigorous randomized 
study of 24 combinations 
of dynamic pricing designs 
& customer technologies 

• Fiber ring backbone 
installation 

• MDMS for AMI meters  • SCADA expansion 

• 120K AMI meters (I-290) 
• AMI communication 

network integration 

• 60K AMI meters (Chicago) 

• Full urban pilot of 
concentrated community-
based deployment of 
energy efficiency services  

 

• Broader (>50K customers) 
dynamic rate pilot (based 
in part on initial results of 
AMI pilot)  

 • 50,000 additional IHDs  
 186 

Q. Why was the AMI Pilot work included in the CASGrid funding proposal made to the 187 

federal government? 188 

A. By including the AMI Pilot in the ARRA Application, ComEd was able to seek a federal 189 

contribution to the cost of the Pilot. 190 
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Q. Why did ComEd also seek federal funding support for a broader set of activities than are 191 

included in the Pilot? 192 

A. The funding available under ARRA represents a unique and unprecedented opportunity 193 

for Illinois to obtain up to $175 million in federal funds for beneficial grid modernization 194 

projects in northern Illinois.2  However, there is a limited pool of money – approximately 195 

$3.5 billion – available nationally and there are literally hundreds of applicants proposing 196 

projects having a total cost of many, many times that available funding limit.  Projects 197 

proposed for Illinois, like ComEd’s, are in direct competition with other proposed 198 

projects in other states.  The funding that any applicant can compete for and potentially 199 

receive is also  limited by the scope of its own application.  Moreover, the opportunities 200 

to submit  to DOE applications for ARRA program funding are limited.  As a practical 201 

matter, if ComEd had not sought funding for the broader CASGrid program now, that 202 

opportunity would have been lost, perhaps forever.  It is, therefore, in all of our interests 203 

for ComEd to have applied for funding the most comprehensive range of credible, 204 

qualifying projects by both maximizing the opportunities for program funding and 205 

maximizing the total funding that could be received. 206 

Q. How would a successful award under ARRA impact the AMI Pilot? 207 

A. If programs included in the AMI Pilot are funded under ARRA, then the cost of that 208 

aspect of the Pilot would be reduced to ComEd and, to that extent, it would also reduce 209 

the costs that would be passed through Rider AMP.   210 

                                                 
2 Other Illinois utilities (the Ameren companies) and customers (BOMA and its members) have 

also recognized this opportunity and sought federal funds for work in Illinois. 
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Q. Does the fact that ComEd has sought partial federal funding for work included in the 211 

AMI Pilot change the need for Commission action in this Docket? 212 

A. No.  ComEd still needs approval of the Commission to proceed with the proposed AMI 213 

and customer applications pilot and still needs Commission approval to make the 214 

required amendments to Rider AMP and to place Rider AMP-CA into effect.  Indeed, 215 

ComEd’s ARRA Application identifies Commission approval in this Docket of the AMI 216 

Pilot and Rider AMP as a required regulatory approval.  Moreover, even in the event that 217 

ComEd’s ARRA Application were granted in full, the federal grants received could not 218 

cover more than 50% of ComEd’s Pilot costs and ComEd will have to commit to fund the 219 

Pilot before it can receive ARRA funds.  As ComEd has stated before, we cannot make 220 

that commitment without Commission approval of the Pilot under Rider AMP, especially 221 

because some parties are actively (if wrongly) questioning the Pilot’s wisdom and 222 

prudence.   223 

Q. Does ComEd plan on seeking Commission approval of the remaining portions of the 224 

CASGrid ARRA proposal? 225 

A. Yes.  As stated in the Supplement to ComEd’s Petition (¶ 5), ComEd: 226 

… intends to file with the Commission a formal application seeking 227 
approval of its proposed ARRA Project(s), as a separate docket, in August, 228 
2009.  ComEd intends to support its application with all of the information 229 
that would be required of an application submitted under Rider AMP were 230 
it approved and effective as proposed in the Petition.   231 
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III.  Rider AMP’s Cost Recovery Mechanisms Should Be Approved 232 

A. Rider AMP’s Recovery of AMI Pilot Costs 233 

Q. Does any party challenge the recovery of AMI pilot costs through Rider AMP? 234 

A. Yes, but not many.  Only IIEC witness Stephens claims that recovery of ComEd’s AMI 235 

meter and technology costs through a rider is not “necessary or appropriate” (IIEC Ex. 236 

1.0, line 23).  Although he opposes rider recovery of other costs, AG-AARP witness 237 

Brosch recognizes that the Commission has already approved the recovery of those costs 238 

through a rider.  239 

Q. Have Mr. Stephens’ arguments against Rider AMP already been considered by the 240 

Commission? 241 

A. Yes, his claim that recovery of these costs is improper has been addressed by the 242 

Commission and, at least insofar as AMI costs are concerned, rejected by its decision in 243 

Docket No. 07-0566 to approve Rider AMP.  Indeed, Mr. Stephens, after summarizing 244 

his arguments, expressly refers the reader to his earlier testimony there.  For the reasons 245 

ComEd has previously established, allowing cost recovery through a rider is the only 246 

effective means of allowing ComEd the opportunity to recover costs in this circumstance 247 

and Rider AMP contains strong protections against the possibility that costs recovered 248 

through the rider could be excessive or result in ComEd, in the aggregate, over-earning 249 

on its investments.   250 

Mr. Stephens also argues that rider recovery is not appropriate for costs that are, 251 

in Mr. Stephens view, “relatively modest, predictable and controllable ….”  Apart from 252 

the Commission’s prior rejection of his views, and what I understand to be Illinois courts’ 253 

rejection of a similar claim, Mr. Stephens is wrong as a matter of rate policy.  Costs that 254 
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are significant (as these are), unpredictable, and uncontrollable are appropriate for rider 255 

recovery not because there is some magic in those conditions, but because costs that meet 256 

those conditions are unlikely to be effectively recoverable through general rates, even if 257 

prudentially incurred and reasonable.  However, those are not the only circumstances 258 

where are rider is required.  Here, for example, the fundamental guarantee that utilities 259 

must have an opportunity to recover their prudent and reasonable costs of service is 260 

thwarted if a rider is prohibited.  Because of the unique features of the Pilot – its speed, 261 

its experimental nature, and the uncertainty as to whether these many of these costs will 262 

ever be reflected in any general rate case test year – ComEd is not guaranteed recovery of 263 

these prudent and reasonable costs  in the absence of a rider.   264 

Q. Mr. Stephens testified that parties did not have an opportunity to “comment on Rider 265 

AMP when it filed by [sic] the Commission in January 2009.”  (IIEC Ex. 1.0, lines 62-266 

64).  Is this correct? 267 

A. No.  First off, parties fully litigated the issue that Mr. Stephens refers to, i.e., providing 268 

recovery of otherwise unrecoverable costs through a rider, in Docket No. 07-0566.  Even 269 

if the rest of his argument was valid, the only event that occurred after the order in that 270 

docket was ComEd’s filing of a tariff that complied with the order.   Mr. Stephens makes 271 

no argument that Rider AMP was or is out of compliance in any way. 272 

Second, if the IIEC did actually believe that Rider AMP, as filed with the 273 

Commission, was out of compliance, then IIEC was free to either (1) lodge a protest with 274 

the Commission prior to the tariff being placed on file; or (2) file a complaint thereafter.   275 

Q. Does Mr. Stephens make any additional arguments about the recovery of AMI customer 276 

application costs through Rider AMP? 277 
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A. No, although he does claim that the Commission’s approval of rider recovery of AMI 278 

meter technology costs should not be “precedential” for the “recovery of full scale AMI 279 

deployment or recovery of Smart Grid investments other than AMI.”  ComEd requests 280 

that the Commission establish in this Docket a mechanism to recover the costs of 281 

Commission-approved ARRA projects.  While many of the policy and rate design factors 282 

supporting that request mirror the factors that supported the Commission’s decision in 283 

Docket No. 07-0566 with respect to the AMI pilot, ComEd justified its request in this 284 

Docket with evidence and did not just point to the Commission’s prior approval of Rider 285 

AMP.  As for recovery of the costs of full scale AMI deployment, ComEd has not 286 

proposed any such deployment; Rider AMP does not address the costs of full 287 

deployment; and, it is up to the Commission to decide the extent, if any, that its decisions 288 

in this docket and in Docket No. 07-0566 might inform its consideration of recovery of 289 

those costs.  The question of whether those decisions and ComEd’s experience with the 290 

AMI pilot is instructive should be decided at that time, not in advance. 291 

Q. Does any other party challenge the recovery of otherwise unrecoverable AMI-related 292 

customer applications costs through Rider AMP? 293 

A. Yes, but as I mentioned, only the AG and AARP.  Mr. Brosch recognizes that the 294 

Commission has already approved recovery through Rider AMP for AMI technology 295 

costs, and I do not understand his testimony to oppose that or to revisit the issue.  Rather, 296 

Mr. Brosch disputes ComEd’s right to recover the costs of the AMI customer applications 297 

through Rider AMP even through many of the same reasons justify both.   298 

The principal argument of AG-AARP witness Brosch is that rider recovery is not 299 

necessary because he believes that “anticipated expense savings and existing cash flows 300 
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from [ComEd’s] business are adequate to recover ongoing expenses without expanding 301 

Rider AMP.”  (AG / AARP Ex. 1.0, lines 20-21).  Mr. Brosch’s testimony thereby both 302 

misses the main point of why rider recovery is essential in this case and fails to address 303 

ComEd’s proof that, absent rider recovery, it will not recover its costs.   304 

Q. How does Mr. Brosch’s argument miss the point of why rider recovery is essential? 305 

A. ComEd established several reasons why rider recovery of customer application costs is 306 

appropriate and, indeed, critical that Mr. Brosch does not address: 307 

• ComEd’s customer applications pilot is a ground-breaking experiment of 24 different 308 

combinations of dynamic rate designs and customer application technologies.  The 309 

Pilot has important public policy implications for future deployment of Smart Grid 310 

technologies, dynamic rate designs, and customer education and involvement, and is 311 

expressly designed to further critical national energy and Smart Grid policy goals. It 312 

was developed in conjunction with a Commission-supervised stakeholder process.  313 

The Commission should promote the Pilot, as it has promoted AMI technology, and 314 

should not, by accepting Mr. Brosch’s recommendations, ensure that ComEd would 315 

suffer a substantial financial penalty for undertaking it. 316 

• Absent Rider AMP, ComEd will not fully recover its costs.  The customer 317 

applications being piloted will produce no operational savings to ComEd.  The 318 

financial benefits will all flow directly to customers.  Absent recovery under Rider 319 

AMP, operating expenses incurred in the pilot would be unrecoverable.  Moreover, 320 

absent the Rider the first opportunity to recover incremental capital costs will occur 321 

when ComEd files its next rate case; costs before the test year in that case will be lost.   322 
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• ComEd cannot reasonably be expected to invest capital in discretionary projects, even 323 

beneficial ones, if it must expend significant resources in advance with no assurance 324 

of cost recovery.  This is especially true when, as here, the AG and AARP are already 325 

attacking those projects.  ComEd cannot reasonably be expected to invest in the Pilot 326 

“on spec,” especially in the face of such a challenge to cost recovery. 327 

Q. Does Mr. Brosch’s claim that ComEd has sufficient “anticipated,” if unrelated, “expense 328 

savings” and “existing cash flows from the business” to pay for the Pilot justify his 329 

proposal to exclude the customer applications pilot from Rider AMP? 330 

A. No.  ComEd does not justify Rider AMP based on any claim that without it ComEd could 331 

not gather enough cash to pay for the Pilot.  The standard for approving new utility rates 332 

is not exhaustion of resources or lacking sufficient cash to cover cash expenses – far from 333 

it.  Indeed, Rider AMP was not approved by the Commission in the first place based on 334 

proof that, in its absence, ComEd would lack the raw ability, or “cash flow,” to invest in 335 

AMI meters.  The Commission never required ComEd to make a showing of inadequate 336 

cash as a predicate for recovery of AMI technology pilot costs.   337 

Rather, for AMI meters as for AMI-related customer applications, ComEd 338 

showed that regulatory certainty was essential, that ComEd would incur costs that were 339 

real and would be otherwise unrecovered, that ComEd’s capital budgets are finite, and 340 

that, absent rider recovery of incremental costs, a dollar spent on the Pilot is a dollar that 341 

is not covering some other cost of ComEd’s utility business.  Furthermore, I note that, 342 

while neither Mr. Brosch nor I are finance experts, financial data filed with SEC shows 343 
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that ComEd is not fully recovering its aggregate delivery costs even now.3  Additional 344 

unrecovered expenditures will simply make that under-recovery worse.   345 

Q. Are there any other flaws in Mr. Brosch’s argument? 346 

A. Yes, a critical one.  He conspicuously fails to show – or even to argue – that, in the 347 

absence of Rider AMP, it would be a prudent financial or operational decision for 348 

ComEd’s management to invest in the AMI customer applications pilot.  That omission is 349 

understandable because Mr. Brosch’s clients appear to oppose the Pilot as proposed.  But 350 

that omission also underscores why the Pilot must be included in Rider AMP.  Without 351 

Rider AMP, for the reasons previously outlined, ComEd has concluded that it would not 352 

be appropriate to invest our limited resources in the Pilot.  That is why ComEd has made 353 

it clear that the rider is essential if the Pilot is to proceed.   354 

In sum, ComEd has proven that Rider AMP provides for recovery of prudent and 355 

reasonable costs that were not considered in setting ComEd’s base rates.  Cost recovery 356 

through the rider supports a Pilot that promises great benefit to customers, supports 357 

important public policy goals, and contains protections against aggregate over-recovery. 358 

B.  Rider AMP Supports Federal Funding of Illinois Infrastructure 359 

Q. Dr. Schlaf opines that, in his view, “ComEd has inadequately supported” the request to 360 

establish in this Docket a mechanism for cost recovery for future Commission-approved 361 

Smart Grid projects funded under the ARRA.  (Staff Ex. 1, lines 67-70).  What does Dr. 362 

Schlaf recommend? 363 

                                                 
3 See, e.g., ComEd Ex. 8.1.  This data was previously provided in response to AG data request 

2.10.  See, e.g., ComEd Ex. 8.1. 
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A. Dr. Schlaf does not oppose the concept of a cost recovery rider mechanism for ARRA-364 

funded Smart Grid investments in principle, but believes that consideration and approval 365 

of such a mechanism should be deferred.  He recommends that “ComEd should file its 366 

proposal to recover funds invested in non-AMI smart grid projects for which it has 367 

received partial funding through the Department of Energy’s Smart Grid Investment 368 

Grant funding program in another proceeding ….”  (Staff Ex. 1, lines 72-78). 369 

Q. Should the Commission defer until a later docket consideration and approval of the 370 

portion of Rider AMP that allows ComEd to recover otherwise unrecoverable costs of 371 

ARRA-funded projects? 372 

A. No, it should not.  I believe that Dr. Schlaf’s view is based on a misunderstanding of 373 

several factors, including of what is required in this Docket and of the critical importance 374 

of establishing a cost recovery mechanism in advance in order to maximize the 375 

opportunity to attract ARRA funds to benefit Illinois.  ComEd is not asking the 376 

Commission in this Docket to approve any CASGrid work other than the AMI and 377 

customer application Pilot itself, and is not asking the Commission to approve any 378 

potential future ARRA-funded projects.  Rather, ComEd is asking the Commission to 379 

approve a rate mechanism to allow ComEd to recover fully the costs of such future 380 

projects if and only if they are approved by the Commission.  The reasons to approve 381 

such a cost recovery mechanism now transcend any particular ARRA-funded investment 382 

or project.  There is no logical or regulatory reason to require ComEd to present the case 383 

for a particular investment in advance, so long as the Commission retains the ability to 384 

review each investment when it is proposed.  And there is nothing missing from the 385 
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record in this case that prevents the Commission from evaluating the merits of the cost 386 

recovery mechanism that ComEd proposes. 387 

Q. Why should a cost recovery mechanism for ARRA projects be approved now? 388 

A. The most critical reason is that absent approval of a cost recovery rate mechanism in 389 

advance of the DOE’s consideration of ComEd’s ARRA application, Illinois’ ability to 390 

secure federal funding will be put at needless risk.  The ability to timely and fully recover 391 

program costs not covered by federal funds is an important factor in the DOE’s 392 

evaluation of ComEd’s ARRA Application.  Given the limits of the available federal 393 

funds, the huge number of applicants, and the keen competition among hundreds of 394 

qualifying projects, the absence of an approved cost recovery mechanism will put Illinois 395 

at a disadvantage.  In fact, a number of other states with entities in competition with 396 

Illinois for ARRA funds have already approved cost recovery mechanisms.  A summary 397 

of those states’ cost recovery mechanisms is attached as ComEd Ex. 8.2 398 

Moreover, the record in this Docket contains all of the information required for 399 

the Commission to consider a cost recovery mechanism.  A rider is proposed with a 400 

defined purpose, a defined scope, defined customer protections, and a defined rate design.  401 

The evidence reflects the nature of the projects that the federal government will 402 

potentially fund and the potential levels of federal support the state can receive if a grant 403 

application is approved.  Moreover, approving the Rider does not require review or 404 

approval of the specific costs, benefits, and details of a particular proposed ARRA grant 405 

program because the Rider AMP, by design, preserves those questions for Commission 406 
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review at a later date but before any funds a recovered through the Rider.4  Refusing to 407 

approve a cost recovery mechanism for ARRA projects, when that approval does not bind 408 

the Commission to approve any particular ARRA project, is simply playing roulette with 409 

$175 million in federal funds, or at least that portion not funding the AMI Pilot itself. 410 

Q. Are there any other reasons why the Commission should approve a cost recovery 411 

mechanism for ARRA projects in this Docket? 412 

A. Yes.  Many of the same reasons support approval of a cost recovery mechanism for 413 

ARRA projects as supported approval of a cost recovery rider for the AMI Pilot itself.  414 

First and foremost among these are the unreasonable risks and costs that are imposed on 415 

ComEd absent such a mechanism.  Absent Rider AMP, ComEd would be asked to 416 

commit up to $125 million to technologies that at least some parties appear to oppose.  In 417 

addition: 418 

 ComEd has shown that it is entitled to cost recovery and that, absent a mechanism 419 

like this, its ability to recover fully its prudent and reasonable costs of ARRA-funded 420 

projects will be impaired.  That fact makes the case for cost recovery rider.  421 

 The only alternative means for ComEd to even attempt to get cost recovery for these 422 

projects is to file general rate cases annually.  That is not an option that the 423 

Commission should encourage – and encourage needlessly given the safeguards 424 

against over-earning between rate cases built into Rider AMP.   425 

 Cost recovery and rate design were issues in ComEd’s last general rate case, Docket 426 

No. 07-0566, and in that follow-on docket.  They do not need to be raised again in a 427 

                                                 
4 However, even were that now the case, the record now reflects ComEd full ARRA grant 

application.  See Staff Ex. 4.0, Attachment A. 
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proceeding focused on the benefits, costs, and prudence of a particular Smart Grid 428 

investment.  Those proceedings should stay focused on the technologies and 429 

investments being proposed, not on rate design issues or on litigation of basic cost 430 

recovery principles. 431 

Q. How should the Commission evaluate the calls for delay?  432 

A. The “big picture” is this: if the Commission approves a cost recovery mechanism 433 

proposed for Rider AMP, it will retain full approval authority over any particular projects 434 

that ComEd brings to it in the future.  The Commission will be able to consider those 435 

projects on their individual merits.  However, ComEd and the United States government 436 

will have the assurance that if the Commission approves the projects, full cost recovery 437 

will be available.  If, on the other hand, the Commission approves no such mechanism, 438 

then ComEd’s ability to recover its full costs – even for projects that ComEd is confident 439 

are prudent – will remain in real doubt.  This uncertainty will not affect ComEd, it will, in 440 

the view of ComEd and others, significantly lessen the chance that Illinois will receive 441 

these funds.   442 

There is simply no good reason not to declare now that, should the federal 443 

government be willing to contribute up to $175 million to rebuilding Illinois 444 

infrastructure through projects that the Commission approves, then ComEd can recover 445 

the remaining reasonable costs of that work.     446 
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IV. Proposed Limitations on the AMI Pilot and  447 
Rider AMP’s Should Be Rejected 448 

A. Pilot Scope 449 

Q. AG-AARP witness Alexander recommends that the Commission order ComEd to design 450 

a “much less expensive and more narrowly focused pricing and technology pilot that 451 

incorporates the knowledge and experience gained from other pilots.”  Is this a valid 452 

recommendation? 453 

A. No, for several reasons.  First, ComEd’s Pilot does “incorporate[] the knowledge and 454 

experience gained from other pilots.”  The Pilot was carefully designed over a period of 455 

months by a team that included not only ComEd personnel but national experts in the 456 

conduct and design of pilot programs.  That team includes Dr. Faruqui, who has been 457 

involved in the design of pilots around the world – including in California, Maryland, and 458 

Connecticut in the United States – and who is a report author or investigator on each of 459 

the reports produced by Staff in discovery.  Moreover, the Pilot was the product of an 460 

extensive workshop process that has been praised by a wide variety of stakeholders and 461 

that addressed every significant feature of the Pilot’s design, including its scope, scale, 462 

and focus.  Ms. Alexander was not a participant in that process.  Moreover, contrary to 463 

Ms. Alexander’s claim, the Pilot takes full advantage of applicable knowledge and 464 

experience gained from other pilots and is designed to build on that knowledge .  465 

Apart from Ms. Alexander’s misunderstanding of the process of designing 466 

ComEd’s pilot, her substantive recommendation is also simply wrong.  Ironically, what 467 

she recommends is essentially a demonstration-scale project from which we would learn 468 

comparatively little.  ComEd’s Pilot is much more than a demonstration.  It is a scalable, 469 
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controlled pilot of an integrated suite of technologies, customer applications, and systems 470 

that could actually be deployed in practice.  It is accompanied by a rigorous study to: 471 

 Test how those technologies, applications, and systems work; 472 

 Assess the different types of information those technologies, applications, and 473 

systems can provide to customers taking service under several different rate 474 

design; 475 

 Analyze how those technologies, applications, systems, and rate designs affect 476 

customers; 477 

 Assess how different customers react to those technologies, applications, systems, 478 

and rate designs; 479 

 Analyze how those technologies, applications, and systems affect utility 480 

operations. 481 

The Pilot technologies, applications, systems, and rate designs are all worthy of 482 

serious investigation and out hold promise of achieving real customer, utility, and societal 483 

benefits.  Other witnesses describe the technical and statistical issues, but in lay terms it 484 

can be put this simply:  if the Commission, stakeholders, and ultimately others are to 485 

benefit from valid conclusions, the study must be well designed study and of a scope 486 

capable of sustaining conclusions.  Ms. Alexander’s recommendations are simply not 487 

realistic. 488 

Q. Does any other witness support radically cutting the Pilot as Ms. Alexander advocates? 489 

A. No.  490 

Q. Are there any other reasons to reject her recommendation? 491 
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A. Yes.  The scope of the AMI pilot was litigated in Docket No. 09-0566, and the 492 

Commission expressly approved a pilot of up to 200,000 meters.  The Commission’s 493 

decision authorizes ComEd to proceed with “Phase 0” of AMI implementation (ICC 494 

Docket No. 07-0566, Order dated September 10, 2008 at 138) in part because it 495 

determined that neither further delay nor additional demonstration-sized installations 496 

were necessary.   497 

Finally, I want to bring to the Commission’s attention the inconsistency inherent 498 

in Ms. Alexander’s recommendation.  It appears to be the view of her clients, the AG and 499 

AARP, that ComEd should not be entitled to any advance assurance of cost recovery for 500 

AMI pilot activities, but should simply seek recovery of whatever fraction of ComEd’s 501 

just and reasonable total costs could be included in a general rate case test year.  In that 502 

paradigm, ComEd would be solely responsible for establishing the prudence and 503 

reasonableness of the Pilot after the fact in that rate case.  It would be, in every sense, 504 

“ComEd’s pilot.”  The fact that parties of every stripe have input on ComEd Pilot -- and 505 

several are asking the Commission to order ComEd to adopt their comments -- 506 

underscores why the model adopted by the Commission in Rider AMP is sensible:  507 

parties collaborate, ComEd proposes a plan, all parties have the opportunity to comment, 508 

the Commission either approves or modifies that plan, and ComEd is then entitled to 509 

recover the reasonable costs of implementing the approved plan.  ComEd cannot be justly 510 

required to implement, at its own risk, someone else’s pilot. 511 

B. Preset Cost Cap 512 

Q. Staff witness Dr. Schlaf testifies that, if the Commission was concerned about the costs of 513 

the customer applications portion of the pilot exceeding projections, it “may consider 514 
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capping the amount that ComEd would be permitted to recover.  A cap of 10% above the 515 

projected cost of $14.839 million might be an appropriate limit.”  Is this necessary or 516 

appropriate? 517 

A. No, it is neither.  First off, let me state that ComEd believes its cost forecast is accurate 518 

and we have no intention of overspending.  However, costs for pilots do vary for entirely 519 

appropriate reasons, such as with the number of customers participating, a factor that is 520 

necessarily somewhat uncertain here as participation rates are a variable being studied.  521 

But, should ComEd spend materially more than forecast, for whatever reason, ComEd 522 

understands that our spending will come under even greater scrutiny and if our spending 523 

was unreasonable, it will be disallowed.  The result of the existing process is that only 524 

appropriate costs are recovered.  But, to arbitrarily set an absolute cap on rider recoveries 525 

means that even if exceeding the estimate was absolutely the appropriate thing to do, and 526 

even if every penny of the total cost was reasonable, ComEd will be denied recovery.  527 

That is not a sensible result.   528 

The Commission retains authority to review all of ComEd’s expenditures.  That 529 

review, not a cap that could foreclose appropriate spending, is the proper check on 530 

unreasonable costs. 531 

C. Eliminating the Increasing Block Rate 532 

Q. Dr. Brightwell recommends that the IBR rate design be removed from the customer 533 

applications portion of the Pilot.  Does ComEd agree with this recommendation? 534 

A. No.  The Pilot is designed to gain knowledge.  The IBR rate design may be an effective 535 

means of creating an incentive for customers to reduce peak consumption and may, to the 536 

customer, be seen as less complex than other real time rates.  During the workshop 537 
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process, a number of parties also expressed interest in studying this rate design.  The 538 

Commission should be leery of eliminating such a rate design from the Pilot prior to even 539 

collecting or evaluating data.  Moreover, while IBR rates have already been studied to 540 

some degree elsewhere, the comparative acceptance and effectiveness of this design 541 

versus other rate designs has not been rigorously studied, as proposed in the Pilot.  The 542 

data that we can gain about this rate design from this Pilot may, thus, be especially 543 

informative.  Entirely excluding the rate design from study is not warranted. 544 

Q. Have you considered the specific concerns that Dr. Brightwell expresses about the IBR 545 

rate design? 546 

A. Yes.  The specific concerns that Dr. Brightwell’s testimony identifies – and that lead him 547 

to recommend excluding this rate design from study entirely – are either based on a 548 

misunderstanding of the tariff or can be addressed by relatively modest revisions in the 549 

rate design. 550 

Dr. Brightwell’s first concern is that IBR can expose customers to high “tail 551 

block” charges.  However, Dr. Brightwell appears to have ignored that the AMI data will 552 

provide near real-time information and feedback to customers and will allow them to 553 

track their use and avoid, should they choose, using energy that would fall into the 554 

highest priced block.  Customers’ willingness and propensity to avoid high use is a key 555 

factor in the success of this rate design, and the pilot will be an important test of 556 

customers’ ability and inclination to modify their behavior.  Also, while individual, 557 

customer-specific rates may not be easily scalable to the entire service territory, the 558 

results remain valid when contemplating an IBR for future applicability.   559 



ComEd Ex. 8.0 

Page 27 of 37 

Q. Does ComEd have suggestions to address the remaining concerns that Dr. Brightwell 560 

raises regarding the proposed IBR rate design? 561 

A. Yes.  First, ComEd agrees with Dr. Brightwell that it would be appropriate to weather-562 

normalize the baseline data obtained from customers from 2009.  In fact, the extremely 563 

cool 2009 summer year is a good example of the need to do this.  If there was normal 564 

weather in 2010, virtually all customers’ usage would be much higher than their 565 

baselines.  This would not only increase customers’ costs, but would confound the study 566 

as it would be very difficult for customers to take advantage of the opportunity to 567 

decrease overall usage while tracking online with the daily data.  To accomplish this 568 

adjustment, ComEd proposes to add the term “weather adjusted” to three places in Rider 569 

AMP-CA.   570 

Second, ComEd agrees that the proposed IBR rate design could be made even 571 

more revenue neutral.  As originally written, a customer using more than his/her baseline 572 

amount will experience a price per kWh which is twice what it would be on the 573 

applicable flat rate. ComEd proposes to resolve this problem by adding an additional 574 

block at the weather adjusted baseline value which changes the applicable rate to the 575 

same value as the applicable flat rate (as used in the second block). 576 

The required tariff language revisions, which are on pages X+9 and X+10 of 577 

proposed Rider AMP-CA, are provided, in legislative form, as ComEd Ex. 8.3. 578 

D. Excluding the City of Elgin 579 

Q. Staff suggests, primarily in the testimony of Dr. Brightwell (Staff Ex. 3.0), that the cost 580 

of the 10,000 meters to be installed in the City of Elgin be excluded from the Pilot.  581 

Should this recommendation be accepted? 582 
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A. No, the City of Elgin should not be excluded.  This issue is primarily addressed in the 583 

rebuttal testimony of Mr. Jensen (ComEd Ex. 9.0), but I wish to add two points. 584 

First, the benefits and challenges of involving local and municipal authorities in 585 

the rollout of AMI and dynamic pricing programs and the ability of ComEd’s systems 586 

and rates to integrate with community-based and municipal energy efficiency programs 587 

are areas that are worthy of investigation in the Pilot.  I believe that there is great value to 588 

be gained from studying how municipalities and community groups can help deliver AMI 589 

customer applications, how those entities can aid in educating customers and motivating 590 

customer behavior, and how utility initiative can be effectively integrated with other 591 

municipal and local energy efficiency, demand response, and customer education 592 

programs. 593 

Second, even were Dr. Brightwell’s recommendation to exclude these meters 594 

from Rider AMP accepted, I believe he misstates the conditions under which ComEd is 595 

entitled to recover the costs of meters installed in Elgin.  Costs of utility investments 596 

should be recoverable if they are prudent and the costs incurred are reasonable.  Whether 597 

it is prudent for ComEd to invest in a cooperative test of how its AMI systems can work a 598 

community-based, municipal energy program is not a function of whether the results of 599 

the test ultimately turn out to be positive.  As I said, it is a subject worthy of investigation 600 

and the Commission should judge it on that basis, not on the basis of a hindsight 601 

evaluation of success. 602 
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E. Other Pilot Design and Evaluation Recommendations 603 

Q. The City of Chicago expresses a desire that the results of the Pilot be “made publicly 604 

available and disseminated as widely as possible.”  (City Ex. 1.0, lines 44-45).  Does 605 

ComEd concur? 606 

A. Yes.  With the limited exception of proprietary information (such as individual customer 607 

information, vendor pricing data, and intellectual property and trade secrets) that cannot 608 

be disseminated legally or consistently with good public policy, ComEd believes that the 609 

value of the Pilot can be enhanced by the dissemination and, ultimately, use of what we 610 

learn.  That is one reason why ComEd’s proposed study design and evaluation process 611 

includes the production of detailed reports and a key reason why ComEd continues to 612 

conduct workshops and detailed stakeholder briefings even during the process of 613 

litigating this Docket.  The dissemination of public information is simply not a contested 614 

issue in this process. 615 

Q. AG-AARP witness Alexander recommends that the Commission “order” ComEd to 616 

“compare the costs and benefits associated with AMI-enabled consumption reduction and 617 

demand response with non-AMI programs,” such as direct load control equipment.  618 

Should this recommendation be accepted? 619 

A. No.  The Pilot will produce available data about the capabilities and costs of deployed 620 

AMI technology, including with respect to certain types of demand response.  Once the 621 

Pilot is complete, that data will be available and could be used in a variety of follow-on 622 

studies, potentially including those of the type that Ms. Alexander mentions.  However, 623 

those studies are not part of this Pilot.  Moreover, the particular studies that 624 

Ms. Alexander advocates are inappropriately limited.  They address just one dimension of 625 
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just one benefit of AMI technology – promoting energy efficiency and demand response.  626 

Ordering a study of that alone would be a poor choice.  AMI and other efficiency tools 627 

are not competitors and the purpose of the study is not to pick which to deploy.  Indeed, 628 

many types of demand response and efficiency programs have a role to play and a mix is 629 

most likely the optimal result.   630 

Moreover, highlighting at the pilot stage the costs to achieve a given level of 631 

demand response entirely ignores a major benefit of AMI technology: it enables energy 632 

efficiency and demand response by empowering customers, by giving customers the 633 

information that they need to make their own choices.  Direct load control and the like, 634 

no matter how effective, are command and control options that rely not on educated 635 

customers making efficient and informed choices, but on utilities and sometimes 636 

regulators directly controlling behavior.  Direct load control has a place in the demand 637 

response toolbox (e.g., AC cycling rates), but it is not a replacement for initiatives like 638 

those being piloted here.   639 

Q. AG-AARP witness Alexander also recommends that the Commission require that the 640 

Pilot itself “identify the potential costs to ratepayers for a full-scale implementation of the 641 

AMI technologies and functionalities that it proposes to test in its pilot program.”  Would 642 

such an order make sense? 643 

A. No.  The Pilot is a pilot.  Its purpose is to discover the information and collect the data 644 

that will allow ComEd, the Commission, and stakeholders to determine what 645 

technologies are preferred, what the costs of those technologies are, how to weigh 646 

potential cost–capability tradeoffs, and to gain insight into what the next step of 647 

deployment should be.  Trying to assess the “potential costs to ratepayers for a full-scale 648 
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implementation of the AMI technologies and functionalities” before the Pilot occurs and 649 

without direction as to the nature of the full scale deployment would not be helpful and 650 

would be potentially misleading. 651 

Q. CUB witness Thomas proposes that the Commission make several findings relating to 652 

procurement.  He suggests that the Commission “include specific language in its Order 653 

requiring the pilot evaluation to include a description of the potential benefits that AMI 654 

could bring to the procurement process,” that the Pilot evaluation “include a description 655 

of how the AMI can be used to maximize the value of load reductions in the wholesale 656 

energy, capacity, and ancillary service markets,” and that “ComEd should commit to 657 

working collaboratively with stakeholders and the IPA on identifying potential 658 

procurement efficiencies.”  How should the Commission address the question of the 659 

interplay between AMI programs that facilitate demand response and efficiency and the 660 

procurement process? 661 

A. First, Mr. Thomas and I agree that AMI technology, even during the Pilot, will help 662 

participating customers better manage their energy use and energy costs, and that a full 663 

deployment of AMI and a well-designed customer applications suite holds great promise 664 

to alter customer demand and promote demand response as well as energy efficiency.  665 

AMI meters allow for the capture of granular (hourly or less) data at the individual 666 

customer level that can and will be used to evaluate the extent to which demand response 667 

and conservation potential can be realized in the ComEd territory.  The ultimate goal of 668 

this pilot, presumably shared by all parties, is to determine whether (and how) AMI 669 

metering can result in benefits to all electricity consumers.  These benefits may result 670 

from providing more choices to individual consumers on how and when to consume 671 
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electricity, which can provide opportunities for lowering individual bills.  These benefits 672 

may also result from aggregate reductions in consumption, which may lower the cost of 673 

electricity for all consumers.  The potential for these benefits will be evaluated as part of 674 

this pilot.  Apart from the benefits to customers using AMI, pervasive demand response 675 

can affect the market as a whole.  But, the Pilot itself is far too small and temporary to 676 

have any discernable effect on the wholesale market in which ComEd’s energy supply 677 

prices are determined.  We have however included an experiment to explore this potential 678 

in the stimulus proposal submitted to DOE, which will be described in our upcoming 679 

filing to the Commission. 680 

ComEd has worked, and will continue to work, with the IPA, CUB, and others to 681 

identify and take advantage of demand response and efficiency programs that AMI can 682 

facilitate.  However, I want to make clear that taking advantage of these benefits does not 683 

require or entail a change in the procurement process itself.  When an effective demand 684 

response or efficiency program is put in place, the results are reflected in the load forecast 685 

for ComEd and any impact on market prices as a whole are reflected in the prices that the 686 

IPA and ComEd obtains in the market.  So, I do not object to what I believe to be the 687 

point of Mr. Thomas’ recommendation.  Further, the Commission should take care to 688 

focus on evaluating the benefits of AMI and AMI customer applications to the 689 

procurement process-- not on evaluating or changing the “procurement process” itself.  690 

Considering whether the procurement process should be changed is far beyond the scope 691 

of this endeavor. 692 

Q. Finally, Mr. Thomas recommends that, instead of ending the “customer applications test 693 

on a date certain and immediately return[ing] customers to the flat rate offered under Rate 694 
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BES … ComEd should give customers the choice to stay on the [Pilot] rate.”  What is 695 

ComEd’s view of this recommendation? 696 

A. It was unclear from Mr. Thomas’ original proposal how long CUB sought to extend the 697 

availability of such rate offerings.  Therefore, ComEd sought clarification through 698 

discovery.  ComEd Ex. 8.4 contains CUB’s response to that ComEd data request.  Based 699 

thereon, it appears that CUB seeks to extend the availability of the rate offerings to those 700 

customers that participated in the customer applications pilot until the “end of the 701 

Commission’s formal evaluation of the pilot results.”  Putting aside the fact that ComEd 702 

is not aware of any proposal or plans by the Commission to hold a formal evaluation, 703 

ComEd does not support CUB’s proposal to extend the availability of the rate offerings in 704 

the customer applications study.  The intent of the customer applications study is to 705 

explore consumer behavior and receptiveness to the combinations of technology and rate 706 

structures during a fixed period.  Once the study is ended, there would be no ongoing 707 

research value derived from a continuation of the various rate offerings and a 708 

determination of customer willingness to remain on such rate offerings could be obtained 709 

through the pilot exit survey.  Further, there are costs associated with the continuation of 710 

the rate offerings that should be considered.  According to Mr. Eber, the cost of 711 

continuing the rate offerings for 8,000 customers was roughly estimated at $6.0 million 712 

per year, which translates into $750 per customer per year.   While I fully appreciate Mr. 713 

Thomas’ concerns regarding the impact on customers who, hopefully, will like the 714 

customer applications and want to continue with a dynamic pricing option, I cannot 715 

justify that level of expenditure.  Nevertheless, should the Commission favor 716 
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continuation of the rate offerings, ComEd would be willing to do so, provided the costs 717 

of such program are recoverable as “AMP Customer Applications” under Rider AMP. 718 

V. Recovery of Pilot Costs from All Classes 719 

Q. The railroads and IIEC both argue that they should not bear the costs of the AMI Pilot in 720 

accordance with the rate design in Rider AMP as approved by the Commission.  Should 721 

the approved rate design be revised? 722 

A. No.  The common premise of both of the railroads’ and IIEC’s arguments is the claim 723 

that they will not benefit from the Pilot.  This claim is untrue.  AMI and the Smart Grid 724 

applications that it supports benefit all customers, including railroads and large 725 

customers.  They enable reliability improvements, improve the potential for demand 726 

response and energy efficiency, and allow ComEd to better and more efficiently manage 727 

its system.  Those benefits go far beyond just metering residential customers.  The fact 728 

that some large customers may have elected, for their own reasons, to deploy their own 729 

energy management systems or the fact that METRA and the CTA already consider 730 

themselves “green” for other reasons, does not change those facts.  Moreover, the 731 

Commission should remember that all customers, including large customers, have 732 

contributed to the costs of the distribution system and, thus, all customers will benefit 733 

from the operational, financial, and reliability gains.  Nor does the fact that many of the 734 

customer applications being piloted are aimed at residential customers.  The benefits the 735 

AMI technology can bring are more systemic.  In short, no group of customers should be 736 

able to “opt out” of their share of these system improvement costs.  It is unfair for some 737 

large customers to try to exempt themselves from their share of the costs of AMI, while 738 

they cannot be “exempted” from the benefits.   739 
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Q. IIEC witness Stephens specifically proposes to re-allocate costs incurred by ComEd 740 

“based on the weighted meter allocation factors from the last delivery services rate case 741 

and also used in the current rate investigation.  This allocator matches how meter costs 742 

would be allocated to customer classes in a rate case.”  Even were the Commission to 743 

revise the rate design of Rider AMP, should this allocation be accepted? 744 

A. No.  The costs of the AMI and customer applications pilot are not simply costs of 745 

measuring use.  They include information system costs, load research costs, as well as the 746 

cost of the workshops.  Moreover, as noted by Staff rebuttal witness Mr. Peter Lazare, the 747 

benefits of the pilot are far broader than accurate measurement of use for the purposes for 748 

billing, and accrue to all customers classes and to customers who have invested in their 749 

own energy control system as well as those who have not. 750 

VI. Other Regulatory Issues 751 

A. IDC Waiver 752 

Q. Staff witness Dr. Schlaf expresses no objection to ComEd’s proposed limited IDC 753 

waiver, but he recommends that ComEd should also “modify its Integrated Distribution 754 

Company Implementation Plan” to reflect this waiver.  (Staff Ex. 1.0, lines 310-11).  755 

Does ComEd accept this recommendation? 756 

A. ComEd continues to believe that amendment of its plan is unnecessary.  It has sought a 757 

limited IDC waiver.  There is no requirement that such waivers be reflected in ComEd’s 758 

implementation plan.  However, ComEd also sees no harm in doing so, provided that the 759 

Commission’s order in this Docket makes it clear that the amendment is also approved 760 

and that ComEd does not need to initiate an additional proceeding to approve the 761 

amendment.  762 
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B. Part 280 Compliance 763 

Q. CUB witness Thomas expresses concern that AMI meters could be used “to circumvent 764 

the existing Part 280 billing requirements, or other long-standing policies or regulations.”  765 

(CUB Ex. 1.0, lines 458-459).  Will the proposed AMI technology be used to circumvent 766 

any regulation or policy? 767 

A. No.  AMI technology and, in particular, remote switches have many benefits for 768 

customers.  For example, this technology will allow ComEd to speed reconnections and 769 

reduce losses during move-ins and move-outs.  This technology will also reduce the cost 770 

and, in some cases, the danger of disconnection, when disconnection is warranted.  But, 771 

ComEd commits that it will not use this technology to disconnect customers where 772 

disconnection would not have been authorized or appropriate in the first place.  All 773 

policies, Commission regulations, and laws will be strictly followed. 774 

C. Continued Collaboration 775 

Q. CUB witness Thomas also testifies that ComEd “should continue the collaborative 776 

relationship that has been formed with stakeholders to identify both the value of changes 777 

to business process and procedures and the customer protection issues, including privacy 778 

and health and safety issues, created by the new functionalities of the AMI system.”  779 

Does ComEd concur? 780 

A. Absolutely.  Throughout the process of developing the AMI Pilot and throughout this 781 

Docket itself, ComEd has continued to work collaboratively with Staff and stakeholders 782 

including CUB, the City, other interested municipalities, the AG, BOMA, and others.  783 

ComEd is equally committed to continuing a collaborative process as we move through 784 

implementation of the Pilot.  Because we have not imposed arbitrary limits on the 785 
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collaborative process, we cannot predict in advance exactly what issues will be the focus 786 

of the collaborative process in the future, but examples cited by Mr. Thomas such as 787 

customer protection, privacy, and health and safety issues are certainly appropriate for 788 

discussion.  ComEd, along with CUB, Staff, the City, and others have been very pleased 789 

with the collaboration that has occurred and we look forward to continuing that 790 

relationship going forward. 791 

Q. Does this complete your rebuttal testimony? 792 

A. Yes. 793 




