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I.  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 St., Suite 3300, 4 

Chicago, Illinois  60605. 5 

Q. By whom and in what position are you employed? 6 

A. I am employed by Commonwealth Edison Company (“ComEd”) as its Director, 7 

Regulatory Strategies & Services. 8 

B. Summary of Testimony 9 

Q. What are the subjects of your testimony? 10 

A. My testimony addresses three specific subjects concerning the Chicago Area Smart Grid 11 

Initiative (“CASGrid”), ComEd’s proposal to obtain up to $175 million in federal 12 

stimulus matching funds under the American Recovery and Reinvestment Act of 2009 13 

(“ARRA”).  14 

First, I discuss the policies supporting the development and implementation of 15 

Smart Grid technologies and the funding of programs to do so through the ARRA.   16 

Second, I explain why it is critical for the Illinois Commerce Commission (the 17 

“Commission” or “ICC”) to approve both the CASGrid proposal and a rider that allows 18 

ComEd the opportunity to recover its reasonable costs of implementing CASGrid.   19 

Third, if the Commission has not already done so in ICC Docket No. 09-0263, I 20 

explain why the Commission should approve revisions to ComEd’s Rider AMP to 21 

formalize the process for Commission review of ARRA-funded projects and to establish 22 
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a rider mechanism for recovery of ComEd’s reasonable costs of implementing 23 

Commission-approved ARRA projects such as CASGrid.   24 

C. Background and Qualifications 25 

Q. What are your duties and responsibilities at ComEd? 26 

A. I direct ComEd’s Regulatory Strategies & Services Department and manage and 27 

coordinate ComEd’s relationship with Illinois regulatory bodies including the 28 

Commission and its Staff.  The Regulatory Strategies & Services Department is also 29 

responsible for the analysis of strategic policy for ComEd’s distribution business.  30 

ComEd’s Retail Rates Department also reports to me.  My responsibilities give me a 31 

central role in the development of ComEd’s new tariffs as well as its proposals to the 32 

Commission for new customer service and regulatory initiatives called for by the 33 

Commission in its September 10, 2008, Final Order in Docket No. 07-0566 (“07-0566 34 

Order”). 35 

Q. What was your earlier professional experience? 36 

A. My entire professional career has been spent in the energy and utility industries in 37 

positions in industry, government, and non-profit regulatory support organizations.   38 

Most recently, from 2008 until joining ComEd in 2009, I was a Director at Black 39 

& Veatch Corporation, which is an engineering, consulting, and construction company 40 

that specializes in infrastructure development in energy, water, telecommunications, 41 

federal, management consulting and environmental markets.  At Black & Veatch, I was 42 

responsible for developing and managing projects that provided a broad range of 43 

regulatory services to utility clients. 44 
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From 2007 to 2008, I was a Principal Consultant at Freeman, Sullivan & Co., 45 

which is a research and consulting firm that provides its clients with expert testimony, 46 

statistical analysis, economic modeling, field studies and data collection that can serve as 47 

the basis for public policy programs and business and litigation strategy.  At Freeman, 48 

Sullivan & Co., I was responsible for projects that included the design and assessment of 49 

the benefits of energy efficiency, demand response, and alternative pricing programs. 50 

From 2005 until 2007, I was a Vice President at NERA Economic Consulting 51 

(“NERA”).  At NERA, I provided a broad range of rate related and regulatory services to 52 

utility clients.  Prior to joining NERA, I served as an officer, manager, or economist for 53 

organizations including Argonne National Laboratory, the National Regulatory Research 54 

Institute, American Electric Power Service Corporation, and the Illinois Commerce 55 

Commission. 56 

A resume is attached to this testimony as ComEd Ex. 2.1. 57 

Q. What is your educational background? 58 

A. I hold a Bachelor of Arts Degree in Economics from Lewis University and a Master of 59 

Science with a concentration in Economics from Indiana State University.  In 1988, I 60 

earned a Ph.D. in Resource Economics from The Ohio State University. 61 

II. Commission Approval of CASGrid 62 

A. Overview 63 

Q. Dr. Hemphill, what is the regulatory background behind ComEd’s filing? 64 

A. This filing arises out of three distinct, albeit parallel, regulatory and business initiatives.  65 

First, it responds to the United State’s Department of Energy’s (“DOE”) Funding 66 
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Opportunity Announcement or “FOA”1 seeking applications for federal funding of 67 

innovative Smart Grid programs, supports the federal policy to accelerate the 68 

modernization of the nation’s electric system and fosters the ARRA purpose to create 69 

jobs and promote economic recovery.  Second, it builds upon ComEd’s AMI Pilot filing 70 

and supports the Commission’s smart grid policy as enunciated in the Commission’s final 71 

Order in ICC Docket No. 07-0566.   Third, it is a critical step for ComEd to provide its 72 

customers with significant additional benefits in a way that is cost effective and also 73 

beneficial to northern Illinois and the nation as a whole. 74 

Q. Why should the Commission approve CASGrid? 75 

A. CASGrid is a tremendous opportunity for ComEd, its customers, and Illinois.  The 76 

initiative includes a variety of projects that will bring benefits to customers, ComEd, and 77 

Illinois generally.  In addition, CASGrid qualifies for an ARRA matching grant of up to 78 

$175 million.  That stimulus money, which ComEd – and Illinois – are now seeking in a 79 

highly competitive grant review and award process run by the DOE, would create jobs 80 

and help fund one of the more modern electricity grids in the world. 81 

Q. What are the benefits that will result from CASGrid projects? 82 

A. CASGrid will: 83 

 Expand opportunities for energy efficiency and efficient demand response;  84 

 Improve system performance and efficiency; 85 

                                                 
1 RECOVERY ACT FINANCIAL ASSISTANCE FUNDING OPPORTUNITY ANNOUNCEMENT: Smart Grid 

Investment Grant Program, FOA No. DE-FOA-0000058 (June 25, 2009) (“FOA”), available on the Web at:  
http://e-center2.doe.gov/iips/faopor.nsf/1be0f2271893ba198525644b006bc0be/39c0d96768f2083f8525759a0068f216. 
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 Enhance the reliability and security of ComEd’s delivery system and the regional 86 

electric grid that supports it; 87 

 Improve service to customers in ways that are not possible with pre-Smart Grid 88 

systems; 89 

 Provide customers with valuable information about their electric use, that they in 90 

turn can use not only to control their electric bills, but also to more efficiently use 91 

energy; 92 

 Help control the long-term cost of delivering electricity; 93 

 Further critical national and Illinois energy policies. 94 

Most of these benefits are discussed in greater detail in the testimonies of other witnesses; 95 

I personally address only the national and Illinois energy policies in greater detail.   96 

Q. What are the benefits that will result from federal funding of CASGrid projects? 97 

A. Most obviously, federal funds can significantly reduce the cost to customers of the 98 

CASGrid programs, reducing the total $350 million CASGrid project costs by up to half.  99 

But even a partial award has huge benefits; to the extent ComEd receives ARRA funds, 100 

our customers get the benefits of CASGrid for a discount of up “half off,” depending 101 

upon how successful the CASGrid application is with the DOE. 102 

The reduced costs to customers is not the only benefit of ARRA funding, 103 

however.  As an economist, I know that an infusion of funds into a region, from most any 104 

source, leads to what is referred to as the multiplier effect of increased (or preserved) 105 

jobs, sustained local industry and a stimulating effect on the State’s economy as a whole.  106 

The federal stimulus funding for smart grid is designed to accomplish this while 107 
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accelerating the deployment of technologies that can improve life for customers in a 108 

number of other ways. 109 

Q. Is Commission approval necessary for these benefits to be realized? 110 

A. Prompt Commission approval is essential for these benefits to be realized.  It is required 111 

in order for CASGRid to receive ARRA stimulus funds from DOE and for ComEd to 112 

commit to go forward with the project.   113 

B. National and State Smart Grid Policies 114 

Q. Are the benefits you have discussed recognized by national and state energy policies? 115 

A. Yes.  A core purpose of the ARRA is to create jobs, boost the economy, and sustain 116 

America’s industries.  It goes without saying that those benefits will also be tremendously 117 

beneficial to Illinois.  But, the manner in which CASGrid would invest those stimulus 118 

dollars is also important.   119 

The types of Smart Grid technologies included in CASGrid are widely recognized 120 

by policymakers, including the Commission, to contribute to improved system reliability, 121 

security, and performance; environmental improvement; customer empowerment; and 122 

reduced and better managed customer energy costs.  These policy goals are expressly 123 

reflected in a variety of statutes, declarations, orders, and policy statements as well as 124 

being evident in the national movement toward the investigation and deployment of 125 

Smart Grid technologies. 126 

Q. Where have those benefits been recognized by national and state energy policies? 127 
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A. Among the clearest and shortest statements of the policies is Section 1301 of the EISA2, 128 

which set out our nation’s unified “Policy on Modernization of [the] Electricity Grid.”  129 

That law declares that: 130 

It is the policy of the United States to support the modernization of the 131 
Nation's electricity transmission and distribution system to maintain a 132 
reliable and secure electricity infrastructure that can meet future demand 133 
growth and to achieve each of the following, which together characterize a 134 
Smart Grid: 135 

(1) Increased use of digital information and controls technology to 136 
improve reliability, security, and efficiency of the electric grid. 137 

(2) Dynamic optimization of grid operations and resources, with full 138 
cyber-security. 139 

… 140 

(4) Development and incorporation of demand response, demand-side 141 
resources, and energy-efficiency resources.  142 

(5) Deployment of `smart' technologies (real-time, automated, 143 
interactive technologies that optimize the physical operation of appliances 144 
and consumer devices) for metering, communications concerning grid 145 
operations and status, and distribution automation.  146 

(6) Integration of `smart' appliances and consumer devices. 147 
… 148 

(8) Provision to consumers of timely information and control options. 149 

This same section of the EISA also calls for identifying “and lowering of 150 

unreasonable or unnecessary barriers to adoption of” Smart Grid “technologies, practices, 151 

and services.”  Section 1301(10).  This declaration underscores the earlier statements in 152 

Section 1252 of the Energy Policy Act of 2005 that “[i]t is the policy of the United States 153 

that time-based pricing and other forms of demand response … shall be encouraged [and] 154 

the deployment of such technology and devices that enable electricity customers to 155 

participate in such pricing and demand response systems shall be facilitated ….”   156 

                                                 
2  Energy Independence and Security Act of 2007, 15 U.S.C. § 17381. 
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The ARRA itself also strong supports Smart Grid development.  It allocates a 157 

substantial slice of the total stimulus funding to support Smart Grid projects and 158 

implements and funds smart grid provisions of EISA.  It does this in part because of the 159 

their benefits to electric service. But, in addition, the ARRA set the following additional 160 

policies to be served through the funding of EISA:3 161 

(1)  To preserve and create jobs and promote economic recovery. 162 

 … 163 

(3)  To provide investments needed to increase economic efficiency by spurring 164 
technological advances in science and health. 165 

(4)  To invest in transportation, environmental protection and other infrastructure 166 
that will provide long-term economic benefits. 167 

Thus, in announcing expanded ARRA funding for Smart Grid projects, the DOE stated 168 

that they not only “will create jobs and spur the development of innovative products that 169 

can be exported.  Once implemented, the Smart Grid is expected to save consumers 170 

money and reduce America's dependence on foreign oil by improving efficiency and 171 

spurring the use of renewable energy sources.”4 172 

FERC also recently has taken concrete action to promote rapid Smart Grid 173 

development and deployment.  In its recent Smart Grid Policy Statement, FERC 174 

recognized that the benefits of Smart Grid technologies “justified enacting policies to 175 

encourage the near-term deployment of smart grid systems capable of helping to address” 176 

challenges facing the delivery systems under its jurisdiction.5  As a result, FERC’s rate 177 

policy for Smart Grid investments “provide[s] for assurance of recovery of future smart 178 

                                                 
3  ARRA, § 3. 
4  “Locke, Chu Announce Significant Steps in Smart Grid Development,” U.S. Department of 

Energy (May 18, 2009). 
5  FERC Smart Grid Policy Statement, Docket No. PL09-4-000, 128 FERC ¶ 61,060, P 95 (July 

16, 2009).   
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grid costs” that meet FERC’s technical requirements.  This policy recognizes the 179 

importance of providing timely, as well as full, cost recovery. 180 

Of course, the national policy of promoting Smart Grid development is not 181 

limited to federal government activities.  “The Smart Grid is an urgent national priority 182 

that requires all levels of government as well as industry to cooperate.”6  In response to 183 

the national consensus on the importance of Smart Grid and the national policy to 184 

promote it, a number of states have taken action to promote Smart Grid deployment and 185 

provide regulatory certainty to their utilities.  A summary of those states’ cost recovery 186 

mechanisms is attached as ComEd Ex. 2.2.  The recent statements of N.Y. Governor 187 

David Patterson illustrate the importance states are attaching to promptly putting a policy 188 

in place:7   189 

We are taking a collaborative approach to positioning New York as a 190 
leader in the New Economy.  I am pleased that the PSC is moving forward 191 
quickly and decisively to capitalize on federal stimulus funding for smart 192 
grid technology….  Now is the time to take bold new steps to prepare New 193 
York to lead in the creation of a new economy based on knowledge, 194 
technology and innovation. I’m confident New York will receive its share 195 
of ARRA funding for these critically important economic development 196 
projects. 197 

Q. Were these benefits discussed by the DOE in its Smart Grid FOA? 198 

                                                 
6 U.S. Secretary of Energy Steven Chu, “Locke, Chu Announce Significant Steps in Smart Grid 

Development,” U.S. Department of Energy (May 18, 2009). 
7 Press Release, Office of the Governor of New York, Gov. Patterson Applauds PSC Approval of 

Smart Grid Projects (July 24, 2009), on the Web at: www.ny.gov/governor/press/press_0724092.html (cited 
herein as “Patterson Statement”). 
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A. Yes.  Taking its cue from these policy pronouncements, the FOA8 states that its overall 199 

purpose is the modernization of the nation’s electric system, as set out in EISA, but 200 

further provides that it is also intended to enable measurable improvements in: 201 

• Reliability of the electric power system. 202 

• Electric power system costs and peak demand. 203 

• Consumer electricity costs, bills, and environmental impacts. 204 

• Clean energy development and greenhouse gas emissions. 205 

• Economic opportunities for businesses and new jobs for workers. 206 

The DOE FOA makes clear9 that achieving these goal involves accelerating progress 207 

toward a more modern grid with the following specific characteristics that DOE believes 208 

define a Smart Grid approach: 209 

• Enabling informed participation by consumers in retail and wholesale 210 
electricity markets. 211 

• Accomodating all types of central and distributed electric generation and 212 
storage options. 213 

• Enabling new products, services, and markets. 214 

• Providing for power quality for a range of needs by all types of consumers. 215 

• Optimizing asset utilization and operating efficiency of the electric power 216 
system. 217 

• Anticipating and responding to system disturbances. 218 

• Operating resiliently to attacks and natural disasters. 219 

Q. Are the benefits of Smart Grid deployment also recognized in Illinois public policy? 220 

                                                 
8 FOA, pp. 2, 7. 
9 FOA, p. 7. 
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A. Yes.  First of all, the main benefits of effective Smart Grid deployment – efficiency, 221 

reliability, environmental improvements, and long-term cost control – are all included in 222 

the policy goals set out for the Commission in the Public Utilities Act.10  While I am not 223 

an attorney and am not offering a legal opinion, it is my understanding that the 224 

Commission’s efforts to further those goals are reflected in its Order in ICC Docket 225 

No. 07-0566 that put in motion the AMI Pilot, approved Rider AMP, and put in motion 226 

more general processes to promote Smart Grid deployment in Illinois.  The Order 227 

recognized that AMI, just one feature of a Smart Grid, offered  228 

many … operational and societal benefits of AMI, i.e., reduced headcount 229 
for meter readers, fewer field visits to restore power outages, less time 230 
fielding customer complaints, minimizing future generation costs, reduced 231 
need for upgrades and investments to ComEd’s transmission and 232 
distribution systems and also environmental benefits. Some of these 233 
environmental benefits are possible through reduced power plant 234 
emissions and fewer vehicles on the road.11   235 

Building on that, it also directed, in both ComEd’s and the Ameren Illinois Utilities’ 236 

latest rate orders, that utilities and stakeholders generally proceed with a rigorous 237 

exploration of Smart Grid technologies generally.12 238 

More recently, the Commission explained the significance and benefits of a Smart 239 

Grid in its February 3, 2009, letter to Illinois’ senior senator, Richard Durbin, concerning 240 

Illinois’ energy policy.  There, the Commission stated, in pertinent part: 241 

Illinois has, just in the past couple of months, embarked along a 242 
course that will modernize its electric grid. Illinois' two largest utilities, 243 
serving over 6.1 million customers representing 90% of the state's 244 
electricity users, are collaborating with Illinois consumer groups on an 245 
AMI pilot project and on discussions that evaluate how Illinois' current 246 

                                                 
10 See 220 ILCS 5/1-102, 8-401, 16-101A. 
11 07-0566 Order at 137 (referring to Staff testimony identifying these and other benefits).   
12 07-0566 Order, pp. 140-2. 
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electric infrastructure can be made into a ‘Smart Grid.’  In today's world, 247 
customers lack the tools and information needed to fully control their 248 
energy use.  These initiatives will capitalize on state-of-the-art technology 249 
and the electric industry's research and development programs to give the 250 
utility and customers' information they need to make wise choices.13 251 

ComEd has also received numerous letters -- some solicited some not -- from 252 

government, community, and private sector, leaders supporting its CASGrid proposal.14  I 253 

note them here because they reflect an impressive level and diverse range of support for 254 

our CASGrid proposal, not as proof of any factual statements made by the authors of the 255 

letters.  Many of the same benefits that we discuss have also been expressly recognized 256 

by the Commission in connection with its approval of rider-based cost recovery for 257 

ComEd’s AMI Pilot.15   258 

C. Commission Approval of CASGrid Is Essential 259 

Q. Why is it essential that the Commission approve CASGrid and a parallel tariff 260 

mechanism that authorizes Commission review and cost recovery for approved projects? 261 

A. Unless the Commission both approves the CASGrid project and a tariff mechanism 262 

providing for its review and approval and for the recovery of its non-federal costs, the 263 

project cannot proceed.  If Illinois is not able to show DOE that we have a clear path to 264 

final regulatory approval, including cost recovery, the CASGrid application will be at 265 

grave risk.  If the ICC does not approve the CASGrid project and leaves ComEd’s ability 266 

to recover its costs in doubt, then  ComEd’s application will be less likely to compare 267 

                                                 
13 Illinois Commerce Commission Letter to Sen. Richard Durbin (Feb. 3, 2009) (Included in  the 

Appendix to CASGrid Project Plan which Appendix is attached to the Petition as Attachment A-1 thereto). 
14 These letters were submitted to the DOE as part of the CASGrid proposal.  See Appendix A-1. 
15 See Commonwealth Edison Co., ICC Docket No. 07-0566 (Order, [DATE], at 137) (referring in 

part to Staff testimony identifying benefits). 
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favorably to competing applications.  If cost recovery is in doubt, the application is both 268 

less attractive and less likely to be successful early, when money is still available.  269 

Moreover, if either regulatory approval or cost recovery is uncertain when ComEd is 270 

required to “accept” a grant and commit to funding its share, CASGrid will stall.  The 271 

regulatory uncertainty would frustrate efforts to receive ARRA funding and would pose 272 

risks too great for ComEd to go forward as proposed. 273 

Q. How would a failure to act affect ComEd’s ability to proceed, apart from the availability 274 

of ARRA stimulus funds? 275 

A. Implementing the full CASGrid project would cost about $350 million.  Without stimulus 276 

support, an additional investment of that the nature, pace, and magnitude of CASGrid 277 

simply would not be feasible.  ComEd cannot commit that much capital to a single 278 

project initiative, especially given that the majority of CASGrid is aimed at improving 279 

service to customers and providing additional customer benefits, not on meeting 280 

established preexisting minimums.  ComEd continues to fall short of its authorized 281 

return, and has many other demands on ComEd’s existing capital and human resources.  282 

The fact that some parties appear to oppose action on the Smart Grid, or think that its 283 

risks should be borne solely by ComEd’s shareholders, only underscore the impracticality 284 

of ComEd proceeding “on its own.”  ComEd simply cannot implement an initiative of 285 

this scope without knowing that the Commission believes in it and that, so long as its 286 

actual costs are reasonable, ComEd’s costs will be fully recoverable.  The risks – 287 

especially considering the potential opposition – are simply too great to make that 288 

investment “on spec.” 289 
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Q. How would a failure to act affect Illinois’ ability to obtain ARRA stimulus funds? 290 

A. Absent regulatory certainty, Illinois’ ability to receive stimulus funds for the CASGrid 291 

project would be in doubt.  As I testified later, there is tremendous competition for these 292 

ARRA funds.   293 

Moreover, while DOE did not require that an applicant receive regulatory 294 

approval prior to receiving an award, DOE did require applicants to specify (and provide 295 

documentation supporting) when and how necessary state regulatory approvals would be 296 

obtained and stated that “DOE may withhold some or all of the grant funds until 297 

regulatory approval is obtained.”16 DOE must also receive a commitment from the 298 

applicant to proceed with its share of the project before the grant is funded and ComEd 299 

cannot commit to fund its $175 million share of the CASGrid cost in the absence of 300 

Commission approval of the project and of a tariff mechanism to recover its reasonable 301 

costs.  The result is not just delay.  Because the grants are so oversubscribed, even if 302 

grant funding is only delayed pending regulatory approval, there is no guarantee that any 303 

funds will be available when ICC approval is finally obtained.   304 

The inability to receive federal funds would not only be tragic in its own right, but 305 

would also cripple the CASGrid project.  With few exceptions (the most important of 306 

which is the AMI Pilot at issue in Docket No. 09-0263), CASGrid can only go forward to 307 

the extent that federal funds are awarded by the DOE and that can only happen if the 308 

Commission has approved CASGrid and a tariffed mechanism for the recovery of its 309 

non-federally funded costs. 310 

                                                 
16 FOA, p. 20. 
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Q. Why is it critical that Illinois act promptly? 311 

A. The Commission should consider the need to act promptly in context.  The available 312 

funds are heavily oversubscribed and competition among utilities and states for the 313 

limited funds is intense.  DOE reports that, as of August 24, 2009, 431 applications for 314 

projects totaling $24.6 billion have been received for the less than $4 billion in matching 315 

funds available,17 leaving the program heavily oversubscribed.  The number of 316 

applications and degree of oversubscription not only underscores just how sharp the 317 

competition will be for the funds that are available, but also makes plain how unlikely it 318 

is that any significant funds will remain available after the initial review period.  Much 319 

like the “Cash for Clunkers” program, when it over it’s over and all indications are that it 320 

will be over quickly.    321 

Those states and projects that can demonstrate fewer hurdles will have a distinct 322 

competitive advantage and, on this count, other states are already ahead of Illinois.  They 323 

have acted quickly to create the regulatory certainty their funding proposals need.  For 324 

example, New York policymakers stressed the importance of early regulatory certainty, 325 

including cost recovery for New York utility applicants, this way: 18 326 

The New York utility projects being put forth for consideration to DOE, 327 
which include several other energy-related federal funding opportunities, 328 
are valued at $825 million in total. Because federal grants will only cover 329 
up to 50 percent of programs costs, utilities require ratepayer funding for 330 
the remaining portion.  331 

The timing of the Commission’s action allows utilities to demonstrate in 332 
their DOE application a commitment to cover portions not covered by the 333 

                                                 
17 See, e.g., “DOE Receives 431 Smart Grid Applications, With Subsequent Deadlines Now in 

Question”, Electric Utility Week (Aug. 24. 2009), p. 3.  At a 50% match level across all applications, this 
would represent $12.3 billion in requested matching funds for which there is less than $4 billion, less than 
1/3 of the federal funding requested, in the maximum available. 

18  Patterson Statement, supra. 
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federal grant. The expectation is that this commitment should place New 334 
York’s electric utilities in an advantageous position at DOE to secure a 335 
portion of the available competitive grants.  336 

New York is not alone in recognizing the benefits of establishing a certain regulatory 337 

mechanism for cost recovery of approved Smart Grid projects.  Other states – including 338 

Ohio, Texas, Pennsylvania, Indiana, Oklahoma, and Oregon – have also already created a 339 

certain regulatory and cost recovery foundation for their stimulus proposals.  As Gov. 340 

Patterson said, the “timing of the [New York] Commission’s action” speaks volumes as 341 

to his state’s commitment to ARRA stimulus projects. 342 

Moreover, delays in approval will mean delays in the project schedule.  This 343 

would further reduce our chance to receive any federal funds that may, theoretically, 344 

remain available.  ARRA gives preference to activities “that can be started and completed 345 

expeditiously.”19  While no project can exceed 3 years, DOE stated a clear preference for 346 

projects that can be completed in a shorter period,20 and incorporated that preference into 347 

the program and policy factors it uses to review project.  The DOE has expressly stated 348 

that it intended to give special consideration to projects that promoted the objectives of 349 

ARRA “in a expeditious manner,”21 and reserved the right to select applications of lesser 350 

merit if those applications advanced DOE preferred policies, one of which is the ability to 351 

be accomplished sooner than the three-year maximum period.22   352 

Q. Should the Commission’s approval be given under any particular tariff? 353 

                                                 
19 ARRA, Division A, Section 1602.   
20 FOA, p. 12. 
21 Id. at 6. 
22 Id. at  42. 
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A. Yes, the Commission should make clear that it is approving CASGrid under ComEd’s 354 

Rider AMP as amended in Docket No. 09-0263 and/or in this Docket to provide for 355 

review, approval, cost recovery, and regulatory supervision of ARRA-funded projects. 356 

Q. Are there any other regulatory reasons why the Commission should approve a cost 357 

recovery mechanism for ARRA projects as part of Rider AMP, as ComEd has proposed? 358 

A. Yes.  Many of the same reasons support approval of a cost recovery mechanism for 359 

ARRA projects as supported approval of a cost recovery rider for the AMI Pilot itself.  360 

First and foremost among these are the unreasonable risks and costs that are imposed on 361 

ComEd absent such a mechanism.  Absent Rider AMP, ComEd would be asked to 362 

commit up to $175 million for a project that at least some parties may oppose.  In 363 

addition: 364 

 ComEd has shown that it is entitled to cost recovery and that, absent a mechanism 365 

like this, its ability to recover fully its prudent and reasonable costs of ARRA-366 

funded projects will be impaired.  That fact makes the case for a cost recovery 367 

rider.  368 

 The only alternative means for ComEd to even attempt to get cost recovery for 369 

these projects is to file general rate cases annually.  That is not an option that the 370 

Commission should encourage – and encourage needlessly given the safeguards 371 

against over-earning between rate cases built into Rider AMP.   372 

 Cost recovery and rate design were issues in ComEd’s last general rate case, 373 

Docket No. 07-0566, and in that follow-on docket, Docket No. 08-0532.  They do 374 

not need to be raised again in a proceeding focused on the benefits, costs, and 375 
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prudence of a particular Smart Grid investment.  Those proceedings should stay 376 

focused on the technologies and investments being proposed, not on rate design 377 

issues or on litigation of basic cost recovery principles. 378 

Finally, ComEd has proposed to include all of the customer protection features 379 

that the Commission approved for the AMI Pilot in the cost recovery mechanism for 380 

ARRA project costs.  The Commission would review all projects to be funded under the 381 

Rider and only those projects that the Commission approves in advance would be eligible 382 

for cost recovery under the rider.  The Commission would also be authorized to review 383 

the actual costs of any approved project to ensure that they were reasonable.  Moreover, 384 

the proposed amendments to the Rider incorporate the same earnings cap mechanism as 385 

the Commission approved for the AMI Pilot.  This mechanism is designed to address any 386 

risk – which, given the financial realities is quite unlikely to occur is any event – that 387 

ComEd could, on a total annual basis, earn more than its Commission allowed rate of 388 

return as a result of recoveries under the Rider. 389 

D. Other Regulatory Issues 390 

Q. How will ComEd deal with stakeholders during the implementation and evaluation of 391 

CASGrid should the Commission approve it? 392 

A. We will continue to work with stakeholders as we have in the development of the AMI 393 

Pilot proposal.  Throughout the process of first developing the AMI Pilot and thereafter 394 

considering the technologies, applications, and key systems vendors involved in the 395 

CASGrid projects, ComEd worked collaboratively with Staff and stakeholders including 396 

the Citizens Utility Board (“CUB”), the City of Chicago, other interested municipalities 397 

and municipal organizations, the Illinois Attorney General’s office, the Building Owners 398 
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and Managers Association (“BOMA”), Retail Electric Suppliers (“RESs”), and others.  399 

ComEd is committed to continuing that collaborative process as we implementation 400 

CASGrid.  Certain portions of CASGrid (e.g., installation of distribution automation) 401 

lend themselves more to collaboration about goals, objectives, and reporting of results 402 

than operational issues, while with others (e.g., dynamic pricing rate design) the 403 

collaborative process can span the entire design, implementation, and evaluation cycle.  404 

Because ComEd comes to the table with no arbitrary limits on the collaborative process, 405 

we cannot predict in advance exactly what issues will be addressed in the future, but 406 

examples cited by Mr. Thomas of CUB in his testimony in ICC Docket No. 09-0263 such 407 

as efficiency and demand response program design, customer protection, privacy, and 408 

health and safety issues are certainly among them.  We, and the others who actively 409 

participated in the process, have been very pleased with the collaboration that occurred, 410 

and we look forward to that productive process continuing unabated. 411 

Q. Will approval of CASGrid be consistent with the mission of the Illinois Statewide Smart 412 

Grid Collaborative (“ISSGC”) process? 413 

A. Yes, the CASGrid proposal is not only consistent with the ISSGC process, it will 414 

augment and embellish it.  The Commission directed the creation of the ISSGC to 415 

“develop a strategic plan to guide deployment of smart grid in Illinois.” (Order page 141) 416 

The mission of the ISSGC is to look at long-term, statewide Smart Grid issues over a 417 

two-year period and to monitor developing Smart Grid technologies and applications.  418 

The availability of ARRA funds comes at an ideal time in this process as we are given the 419 

opportunity to begin an initial stage in smart grid deployment, which will provide 420 

knowledge and insights that can serve as valuable input into the stakeholder workshop 421 
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process.  ComEd has also briefed participants in both the AMI Workshops and the 422 

ISSGC on the CASGrid prior to filing with the DOE.  And, most importantly, this initial 423 

stage is partially paid for by the federal government.   424 

In addition, many of the goals of the ISSGC were furthered by the collaborative 425 

process required by the DOE and the FOA.  The FOA requires applicants to submit a 426 

comprehensive Project Plan, including “letters of support or letters from federal, state, 427 

regulatory, or local officials ….”23  In response, ComEd sought and obtained widespread 428 

and strong stakeholder support for CASGrid.  ComEd included in its Project Plan letters 429 

of support from over one hundred parties, including government leaders, legislators, 430 

aldermen, cities and towns, business associations, chambers of commerce and numerous 431 

businesses and vendors.  Among the governement leaders who submitted such letters are 432 

Governor Patrick Quinn, Mayor Richard Daley, Illinois Senate President John Cullerton, 433 

House Republican Leader Tom Cross, Assistant Majority Leader Don Harmon, and Cook 434 

County Board President William Stroger.  Business associations that submitted letters of 435 

support include the Illinois Manufacturers’ Association, the Illinois Retail Merchants 436 

Association and BOMA. 437 

The FOA, ARRA and EISA also address many of the concerns that prompted the 438 

Commission to initiate the statewide collaborative.  One of the Commission’s major 439 

concerns was an inability to assess what qualifies as smart grid.24 However, the FOA, 440 

drawing from EISA, provides a clear listing of the smart grid functions that eligible 441 

projects are required to support, as well as a detailed description of which particular 442 

                                                 
23 FOA, p.19. 
24 07-0566 Order, p.140. 
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smart grid investments are eligible and which are not.25  For this purpose, at least, the 443 

federal government has provided strong guidance on that question already.  Many of the 444 

policies that the collaborative was to  consider are also addressed in ARRA and the 445 

FOA.26  For example, the ARRA27 requires DOE to maintain a smart grid information 446 

clearinghouse to make data from smart projects publicly available.  In support of this 447 

requirement, the FOA provides for an extensive reporting of the costs and benefits of the 448 

various smart grid projects.28   The ARRA also requires that projects employ open 449 

protocols and standards (including internet-based protocols and standards) if available.29  450 

Lastly, the FOA requires that smart grid facilities be compliant with the interoperability 451 

standards developed by the National Institute of Standards and Technology (“NIST”).30 452 

Finally, although CASGrid is a major Smart Grid undertaking, even CASGrid is 453 

only a first step.  Much remains to be done – and to be discussed.   454 

In sum, both because of the unprecedented availability of federal funds for a 455 

strictly limited time and because of the evolution of technology and applications that has 456 

occurred since the ISSGC was authorized by the Commission, it would be counter-457 

productive to the Commission’s overall Smart Grid goals to do nothing until the entire 458 

ISSGC process is complete.  CASGrid will be complementary, and very valuable, to the 459 

ISSGC process.  ComEd’s commitment to sharing information about the design, 460 

implementation, and results of CASGrid and to working collaboratively with 461 

                                                 
25 FOA, pp.13-15. 
26 07-0566 Order, p. 141. 
27 ARRA, Division A, Section 405(3) 
28 FOA, pp.25-32. 
29 ARRA, Division A, Section 405(3) 
30 FOA, p. 15. 
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stakeholders means that ISSGC participants (except of course, competitive vendors, 462 

where not appropriate) will have access to a wealth of Illinois-specific, real-world 463 

information that, were it not for CASGrid, simply would not exist. 464 

Q. Is approval of the proposed amendments to Rider AMP also consistent with the ISSGC? 465 

A. Yes. The proposed revisions to Rider AMP to enable ARRA-funded projects is fully 466 

consistent with the ISSGC.  The language that ComEd proposes to add to Rider AMP 467 

does not limit the function or authority of the ISSGC or allow ComEd to proceed on its 468 

own.  Only Commission approved federally-funded projects would be authorized.  If the 469 

Commission should ever feel that a proposed project was not coordinated appropriately 470 

with the ISSGC, it need not authorize it.  Indeed, if enabling language were not added to 471 

Rider AMP, the ISSGC’s ability to consider and recommend proceeding with federally-472 

funded projects would be very limited and speculative.   473 

Q. Will CASGrid create opportunities for RESs as well? 474 

A. Yes.  Smart Grid technologies will open the way for many competitive offerings, 475 

including both services and products such as “in home devices,” and devices to facilitate 476 

efficiency and demand response such as appliance controllers.  ComEd will also work 477 

with interested RESs during the collaborative process to explore ways that RESs can 478 

participate in the customer applications offerings included in the CASGrid proposal.  479 

ComEd continues to see itself as the wires company and remains committed to 480 

developing an efficient competitive market in retail electric services. 481 
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III. The Commission Should Approve the  482 
Proposed Revisions to Rider AMP 483 

Q. How do the revisions to Rider AMP that ComEd proposes in this Docket relate to the 484 

revisions to Rider AMP that ComEd proposed in ICC Docket No. 09-0263? 485 

A. In Docket No. 09-0263, ComEd proposed revisions to Rider AMP to support federal 486 

stimulus programs.  However, on August 17, 2009, the portion of the proposed tariff 487 

amendments that would have enabled CASGrid were stricken by the ALJ from Docket 488 

No. 09-0263 on what I understand were legal grounds that are not applicable to this 489 

Docket.  That decision is now on appeal to the full Commission.  If the Commission 490 

grants our appeal and approves those tariff amendments in Docket No. 09-0263 before it 491 

takes up this Docket, then there would be no need to make further tariff revisions.  In that 492 

case, ComEd would withdraw its proposed tariff from this Docket.   493 

Q. What tariff revisions is ComEd proposing to enable the CASGrid proposal? 494 

A. As with ComEd’s AMI technology and customer applications proposals, we propose that 495 

the tariff mechanism be included in ComEd’s Rider AMP, and have proposed revisions to 496 

Rider AMP to accomplish that. 497 

The proposed tariff mechanism for CASGrid tracks the mechanism already 498 

approved by the Commission for ComEd’s AMI Pilot.  In particular, the procedures for 499 

Commission project review and approval are the same, with the exception of the fact that 500 

this docket needs to proceed on a more accelerated schedule than the docket that 501 

considered ComEd’s AMI Pilot, Docket No. 09-0263, due to federal requirements.  502 

ComEd also proposes that CASGrid be subject to the same Commission review of the 503 

reasonableness of the actual costs that ComEd flows through the rider.  Likewise, ComEd 504 
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proposes that the same strong customer protections, including the Commission-approved 505 

earnings cap mechanism, apply to CASGrid and the CASGrid costs passed through Rider 506 

AMP. 507 

Q. Are there any particular features of the cost recovery portion of ComEd’s proposal that 508 

you wish to address specifically? 509 

A. Yes.  First, I want to make clear that like ComEd’s AMI technology pilot, the costs that 510 

ComEd proposes to pass through Rider AMP are ComEd’s capital costs.  ComEd’s 511 

additional operating expenses, while substantial (even if ComEd is awarded the full 512 

ARRA grant it applied for) are not generally proposed to be passed through the Rider.  513 

As I explained in my testimony in ICC Docket No. 09-0263, the only operating expenses 514 

that would flow through the Rider under ComEd’s proposal would be those of the AMI 515 

customer applications and education.31 516 

It is also important to make clear that ComEd’s Rider AMP is a distribution tariff, 517 

and its scope therefore cannot expend outside the rate jurisdiction of the Commission and 518 

Illinois.  For this reason, ComEd proposes that only costs related to assets and activities 519 

that are functionalized as “Distribution” for ratemaking purposes would be passed 520 

through Rider AMP.  CASGrid project costs that are properly functionalized as 521 

“Transmission” will be addressed by FERC. 522 

Q. What particular tariff revisions does ComEd propose in order to facilitate CASGrid?  523 

                                                 
31 That proposal is primarily being addressed in the AMI docket, ICC Docket No. 09-0263.  In this 

proceeding, ComEd is requesting only permission to flow operating expenses associated with the provision 
of those customer applications to areas of the City of Chicago to which customer applications will be 
offered under CASGrid and customer education and communication costs. 
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A. The required revisions to Rider AMP will vary depending on whether, in ICC Docket 524 

No. 09-0263, the Commission approves revisions to Rider AMP for ComEd’s AMI-525 

related customer applications.  The AMI-related portions of the tariff contain definitions 526 

and other provisions that the proposed CASGrid mechanism can use without repeating. 527 

Therefore, ComEd is providing the Commission, ALJ, and parties with two 528 

different sets of tariff sheets reflecting the language changes that ComEd proposes under 529 

the two possible scenarios.  Both clean and legislative “redline” versions are included.  530 

All are attached to ComEd’s Verified Petition. 531 

• Attachment B to ComEd’s Petition is Rider AMP, as it should be revised to provide 532 

for a mechanism for the review, approval, and recovery of the costs (as described 533 

above) of ComEd’s federal stimulus projects if the Commission in ICC Docket 534 

No. 09-0263 does approve the changes to Rider AMP relating to ComEd’s AMI Pilot.  535 

Attachment B-1 shows, in legislative “redline” form, the incremental changes 536 

requested here to Rider AMP.  For informational purposes, Attachment B-2 shows, in 537 

legislative “redline” form, the differences between Rider AMP with all revisions, 538 

including those relating to the AMI Pilot, and the currently effective Rider AMP on 539 

file as part of Ill. C.C. No. 10, ComEd’s Schedule of Rates.   540 

• Attachment C to ComEd’s Verified Petition is Rider AMP, as it should be revised to 541 

provide for a mechanism for the review, approval, and recovery of the costs (as 542 

described above) of ComEd’s federal stimulus projects if the Commission does not 543 

approve any revisions to Rider AMP for ComEd’s AMI Pilot.  Attachment C-1 is a 544 

version of that tariff in legislative “redline” form, showing the proposed changes to 545 
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currently effective Rider AMP on file as part of Ill. C.C. No. 10, ComEd Schedule of 546 

Rates.   547 

IV. Conclusion 548 

Q. What actions should the Commission take to approve CASGrid? 549 

A. If it has not done so already in Docket No. 09-0263, the Commission should first approve 550 

ComEd’s proposed revisions to Rider AMP that provide for the initial review and 551 

approval of ARRA projects such as CASGrid, assure ComEd the opportunity to recover 552 

its full project costs, provide for Commission review of the reasonableness of those 553 

project costs, and implement other customer protections.  Under Rider AMP, the 554 

Commission should approve the CASGrid as described in ComEd’s DOE Application, 555 

ComEd’s Verified Petition, and testimony.  The Commission should also accept that, 556 

should the full $175 million of ARRA funds not be awarded, ComEd may not be able to 557 

implement portions of the CASGrid proposal but will, in any event, proceed with the 558 

AMI Pilot, if is approved in Docket No. 09-0263, regardless of the DOE’s decision.  559 

Because of the timing of the DOE grant review and approval process, the Commission 560 

should take these actions no later than December 31, 2009, if Illinois is to have the best 561 

chance of securing the largest ARRA grant possible. 562 

Q. Does this complete your direct testimony? 563 

A. Yes.  564 




