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1 IIEC refers to the combination of AMI Pilot Program and the Customer Applications
Program as the “Pilot Program.”
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INITIAL BRIEF OF THE ILLINOIS INDUSTRIAL ENERGY CONSUMERS

A diverse group of large electricity consumers, Abbott Laboratories, Inc; Caterpillar Inc;

ExxonMobil Power & Gas Service; Thermal Chicago; CITGO Petroleum Corporation; and Enbridge

Energy LLP participated in this case.  They refer to themselves as the Illinois Industrial Energy

Consumers (“IIEC” or “IIEC Companies”).  Pursuant to Section 200.800 of the Rules of Practice

of the Illinois Commerce Commission (“ICC” or  “Commission”), (83 Ill. Adm. Code Part 200.800),

and the briefing schedule set by the Administrative Law Judge (“ALJ”), the IIEC Companies named

above present their Initial Brief in this docket for the Commission’s consideration.

I.

INTRODUCTION/STATEMENT OF THE CASE

This proceeding was initiated by Commonwealth Edison Company (“ComEd” or

“Company”) to:  

(a) approve an Advanced Metering Infrastructure (“AMI”) Pilot Program (“AMI

Pilot”) consisting of the installation of a certain number of Advanced Meters

and associated infrastructure and a combination of technology, pricing

programs and support activities designed to assist residential and small

commercial customers in managing their own energy use and energy costs

identified collectively as AMI Customer Applications;1  (ComEd Pet. at 1-2

and 9; ComEd Ex. 1.0 at 23);
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(b) authorize the filing of tariffs to implement the AMI Pilot and Customer

Applications Plan and providing for the recovery of certain costs; (ComEd

Pet. at 1-2 and 9);

(c) authorize the recovery of certain costs of the Pilot Program; (Id.); and

(d) approve a limited waiver of certain Independent Distribution Company rules

that might interfere with the Pilot Program and the Customer Applications

Program. (Id.).

IIEC presented the testimony of Mr. Robert R. Stephens of the firm of Brubaker &

Associates Inc., energy, economic and regulatory consultants.  (See, IIEC Ex. 1.0).  Mr. Stephens

presented IIEC’s position on cost recovery riders and the inequity of ComEd’s proposed cost

recovery for the Pilot Program.   Mr. Stephens also participated in Docket No. 07-0566, the case that

prompted the instant docket, and testified as to the appropriateness of ComEd’s then-proposed Rider

SMP - System Modernization Projects, the predecessor to ComEd’s proposed Rider AMP in this

case.

IIEC does not oppose the Pilot Program (the installation of Advanced Metering Infrastructure

and the Customer Applications Programs) on its merits.  IIEC does not generally support the use of

cost recovery riders and favors recovery of utility costs in base rates.  However, to the extent the

Commission approves recovery of the Pilot Program costs through a rider mechanism, those costs

should be recovered from ComEd’s customers using  traditional ratemaking principles.  Specifically,

those costs should be recovered from the customers causing the costs to be incurred and receiving

the quantifiable benefits of the equipment or service associated with those costs.  Less than 1% of



2The 23% figure is calculated by summing the total estimated recovery amounts
(Attachment 1, column J) shown in IIEC Cross Exhibit 3 for the 6 classes above 400 kW and
dividing this sum by the total for all classes.
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the advanced meters to be installed by ComEd will be installed for customers with demands in

excess of 400 kW, but these customers would pay over 22%-23% of the costs of the Pilot Program

under ComEd’s Rider AMP.  (IIEC Ex. 1.0 at 8; IIEC Cross Ex. 3).2  The Customer Applications

Programs are associated exclusively with service to residential customers.  (Id. at 9).   Consistent

with cost of service principles, IIEC has proposed a cost allocation for the Pilot Program which gives

recognition to these two fundamental and undeniable facts. This proposal also allows the

Commission to implement a cost recovery mechanism that is consistent with traditional cost of

service principles in this case, is straightforward in application, and allows ComEd to recover its

costs equitably from customers.  The Commission Staff essentially agrees with IIEC’s approach with

one modification. (Staff Ex. 6.0 at 9-10). 

If the Commission should, for any reason, approve the cost recovery rider mechanism as

proposed by ComEd, (especially without the cost allocation modification recommended by IIEC or

the Staff), then the Commission should provide that its approval of such a mechanism in this case

does not constitute precedent for  future cases in which cost recovery methods are at issue.  

Finally, IIEC has questioned the wisdom of the use of a rider for recovery of Pilot Program

costs specifically and Smart Grid costs in general.  IIEC understands the Commission has essentially

approved rider recovery for the Pilot Program metering costs only, (i.e., “Phase 0”) costs, in the

context of its Final Order of September 10, 2008 in ICC Docket No. 07-0566, ComEd’s last rate case

(the “2008 Rate Order”) (See, Commonwealth Edison Company, ICC Dkt. No. 07-0566, Final



3 The ALJ has ruled that ComEd may not seek approval of a rider which would permit
recovery of costs associated with certain Smart Grid investment under the Federal Stimulus
Program because it was beyond the scope the cost recovery approach approved by the
Commission in 2008 Rate Order.  (Id. at 138-140, 143 and ALJ Tr. 96).

4 Should any party argue for recovery of costs other than the Pilot Program costs in this
proceeding, pursuant to the ComEd rider, IIEC reserves the right to address those arguments in
the context of its Reply Brief in this case by objecting to the use of a rider for recovery of those
costs.
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Order, September 10, 2008 at 143).   However, the Commission explicitly rejected the use of a rider

recovery mechanism for a broader spectrum of Smart Grid investment in that case. (Id.).

In the present case, the ALJ has eliminated from consideration in this case the possibility that

ComEd will be permitted to recover the cost of Smart Grid investment beyond the Pilot Program.3

Given the fact that this case now deals only with the recovery of Pilot Program costs and given the

Commission’s approval of a rider mechanism in Docket 07-0566 for the recovery of these costs,

IIEC will not pursue further its arguments against use of a rider for recovery of Pilot Program costs

in this case, except to the extent of arguments related to Customer Applications costs below.4  

II.

ARGUMENT

A. History of Rider AMP - Advanced Metering Program Adjustment

ComEd has requested the approval of a pilot program for installing and evaluating meter

technology and infrastructure and related utility and customer applications.  (IIEC Ex. 1.0 at 3)

ComEd plans to have the subject program fully in place and in operation by June 2010.  (Id.).  

In its Petition, ComEd seeks approval of a modified or amended recovery rider, Rider AMP,

for recovery of the costs associated with these programs.  (Id.).   Rider AMP was originally filed as



5 ComEd’s expert witnesses in this case have suggested there are “many” definitions of
“smart grid” (Faruqui, Tr. 163) and the Commission rejected Rider SMP in the 2008 Rate Order
in part because of a lack of clarity on the definition of “smart grid”.  (See, 2008 Rate Order at
141, initiating a Statewide Smart Grid Collaborative is to consider a number of policy issues
including definition of smart grid, prior to consideration of an expanded Rider SMP).

6Phase 0 is now the metering component of the Pilot Program that ComEd has proposed
in this case.  (See, IIEC Ex. 1.0 at 3).  
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a compliance tariff based on the Commission’s determination in the 2008 Rate Order.  (IIEC Ex. 1.0

at 4). 

In the 2008 Rate Order, the Commission rejected the use of a cost recovery rider, Rider SMP,

to recover a broad range of investment in alleged “smart grid” projects.5  The Commission rejected

ComEd’s version of Rider SMP in the 2008 Rate Order stating:

. . . each subject underlying situation and design require a particular
analysis.  In this instance, the Commission believes that it must first
determine how smart grid should be deployed in Illinois, and then
determine whether and to what degree it is necessary to approve a
particular cost recovery mechanism.  Lacking an overall goal for
Illinois, Rider SMP simply promotes a project by project approach.
(2008 Rate Order at 138).

However, the Commission did approve the use of Rider SMP for the “very limited purpose of

implementing Phase 0 - A scaled deployment of AMI - as a pilot program.”  (Id.).6  

ComEd was directed to file a rider in compliance with the 2008 Rate Order to be effective

October 1, 2008.  (2008 Rate Order at 139).  In compliance with the Commission’s 2008 Rate Order,

ComEd filed Rider AMP on January 6, 2009.  However, because a pilot program was not yet

specifically approved, there was no cost to recover pursuant to the rider, and, therefore, the rider has

had no effect on customer billings to date.  (IIEC Ex. 1.0 at 4).  Because the filing of Rider AMP



7ComEd also originally proposed to expand the type of costs to be recovered through
Rider AMP to include the costs of projects that are funded through Federal stimulus monies. 
The portion of ComEd’s petition requesting such an expansion of Rider AMP has been stricken
by the ALJ.  
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was a compliance filing, and ComEd seeks to modify or amend the rider in this case, this case

presents the first significant opportunity for parties to test the provisions of the rider.  (Id.).  It also

provides the very first opportunity to consider the inclusion of Customer Applications cost in the

Rider.  (See, ComEd Pet. at ¶ 6 and 7).

Rider AMP, as presented by ComEd in this case, specifies the type of charge permissible for

rider recovery.  The Rider provides that customers will pay these charges through a percentage adder

to each customer’s bill.  The adder is known as the “AMP%.”  The AMP% is an equal percentage

adder for all customers, though the percentage adder may vary from quarter to quarter during the

year.  The AMP% is multiplied by the sum of the customer’s delivery service rate charges (customer

charge + meter charge + distribution facilities charge + rental charge) to determine the customer-

specific AMP charge on each bill. (IIEC Ex. 1.0 at 4).  ComEd’s approach recovers the cost of the

Pilot Program from all customers on an equal percentage of revenue basis.  (IIEC Ex. 10 at 13;

Hemphill, Tr. 232).

As previously mentioned, ComEd has proposed, for the first time in this case, certain

amendments and modifications to Rider AMP.  Specifically, ComEd proposes to expand the costs

recoverable under Rider AMP to include the cost of the Customer Applications component of the

ComEd Pilot Program.7  ComEd also proposes the Commission approve Rider AMP-CA which

identifies the rates to be studied in the Customer Application component of the Pilot Program.
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(ComEd Pet. at  ¶ 8).

Thus, Rider AMP, prior to its proposed amendment in this case, is comparable to Rider SMP

as conditionally approved by the Commission in the 2008 Rate Order.  Rider AMP as amended does

not equitably recover the cost of ComEd’s Pilot Program from ComEd’s customers.  As explained

below, the ComEd proposal is unreasonable.

B. ComEd’s Cost Recovery Proposal Is Unreasonable

ComEd’s Rider AMP would collect an excessive amount of costs from customer classes that

have caused very little of the costs of the Pilot Program to be incurred and will receive little benefit

from the programs.  (IIEC Ex. 1.0 at 5).  Furthermore, the costs in question are relatively modest,

predictable and controllable and thus, but for the Commission’s 2008 Rate Order approving Rider

SMP for the “limited purpose” of the AMI metering pilot, would not ordinarily be the type of costs

that would be eligible for rider recovery.  (See, 2008 Rate Order at 159, where the Commission

rejects ComEd’s proposed Rider SEA indicating that costs eligible for rider recovery are those that

are significant, variable or unpredictable and beyond the utility’s control.)   

ComEd proposes to recover a total of $61,796,280 in Pilot Program costs in this case.  AMI

meters and infrastructure represent 80% ($49,176,780) of that total amount and Customer

Applications represent 20% ($12,619,500).  (IIEC Ex. 1.0 at 7).  Of the meters to be installed by

ComEd under the pilot program, 90% will be installed for residential customers, 8% will be installed

for non-residential customers with demands of less than 400 kW and less than 1% will be installed

for customers with demands in excess of 400 kW.  (Id. at 7-8).  

The Customer Applications component of the pilot program is designed to assist only
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residential customers in the management of their energy use and costs.  (Id. at 8).  Residential

customers will also be provided with various enabling technologies such as programmable

thermostats and other equipment that will allow them to view their usage data and automate their

air conditioning equipment (HVAC).  (Id. at 7-8).  Conversely, non-residential customers will not

be assigned to these experimental applications and controls.  (Id. at 9).  

However, under ComEd’s proposed rider recovery mechanism, over 22% of the costs of the

Pilot Program will be allocated to customers with demands of 400 kW or more.  This is unfair,

unreasonable, and inconsistent with traditional cost allocation principles.  

ComEd has identified certain direct benefits that it claims will accrue to non-residential

customers in the pilot program footprint.  However, the primary benefit identified by ComEd,

“access to interval data” on a daily basis, is one that is already available to most of ComEd’s large

non-residential customers, particularly those of over 400 kW.  (Id. at 10).  These customers have

access to interval data and use this information to manage their electrical usage at the current time.

(Id. at 11).  The other direct benefit identified by ComEd, the fact that the customer’s meter will not

have to be read by a meter reader, is a direct benefit to ComEd, not necessarily the customer.

Furthermore, ComEd suggests that there will be increased efficiencies for suppliers. However, these

increased efficiencies may or may not benefit customers in the long run and will not benefit such

customers if they are not passed through by suppliers.  (Id. at 11).  

In sum, the benefits described by ComEd for non-residential customers are (i) relatively

minor and largely speculative; (ii) far less than those that will accrue for residential customers

generally, and AMI participants particularly; and (iii) in some instances, accrue to ComEd and
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electric suppliers, not directly to non-residential customers.  (Id. at 11).  

Under these circumstances, ComEd’s proposal to collect the costs of its AMI program

through an equal percentage adder to customer bills, such that customers over 400 kW will pay 22%

of the cost of the Pilot Program is not reasonable.  These customers will actually receive less than

1% of the Pilot Program meters and none of the Customer Applications services and equipment and

very little benefit from any of the elements of the ComEd Pilot Program.  In addition, as will be

discussed further below, much if not all of the Customer Applications services and equipment do

not fall within the statutory definition of delivery services, and thus should not be collected at all

from customers who do not purchase energy supply service from ComEd.  

C. ComEd’s Rider Recovery Mechanism Should Not Create any Precedent For
Future Rider Recovery

As noted above, Rider SMP (now Rider AMP), was approved for a very limited purpose in

the 2008 Rate Order to recover a narrow set of costs.  Cost recovery riders tend to shift risks from

utilities to customers; often constitute single issue ratemaking; distort or compromise incentives to

prudent utility operation; and introduce cross-subsidies. (IIEC Ex. 1.0 at 6).  Under such

circumstances, approval of Rider AMP for recovery of ComEd’s Pilot Program costs in this case

would not be appropriate.  However, assuming the Commission approves the use of a rider, it

should not be considered precedential for the approval of a rider mechanism for recovery of other

nebulous and as yet unidentified “smart grid” investments in a future case.  

As the Commission made plain in the 2008 Rate Order, rider recovery of other smart grid

investment will be considered only after Phase 0 is complete and the currently pending Statewide
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Smart Grid Collaborative has considered smart grid policy issues in Illinois, and the Commission

docket  is to follow that process when it has been completed.  (See, 2008 Rate Order at 138-143).

According to the Commission, after this process has been completed, ComEd is to file a plan for

implementation of the policies developed in the process and may then re-file its request for rider

recovery of smart grid investments.  (Id. at 143).  Until that time, the Commission should not

consider any interim rider recovery mechanism that it happens to approve for the recovery of pilot

program costs as precedential

D.  IIEC’s Recommended Modification of ComEd’s Rider Recovery Mechanism

IIEC believes that costs should be the determining factor in the recovery of the ComEd Pilot

Program costs. IIEC Staff agrees

Cost-causation should be the determinant of how these costs are
recovered from ratepayers.  This long-standing principle of the
Commission represents that fairness and efficiency are served by
recovering from ratepayers only those costs they cause the utility to
incur.
(Staff Ex. 6.0 at 5).

IIEC proposes that the costs of the metering element of ComEd’s pilot program be allocated

on the basis of weighted average meter allocation factors from ComEd’s last delivery service rate

case.  (Id. at 11).  This approach is consistent with the manner in which these costs are incurred.  It

also gives recognition to the fact that metering costs in base rates are allocated among the customer

classes on the basis of these weighted meter allocation factors.  This is important because the main

purpose of Rider AMP is to allow ComEd to recover these costs between rate cases.  Since Rider

AMP is an interim or stop-gap measure to recover meter related costs in the period between rate
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cases, until the investment can be properly attributed to customers through a cost of service study

in the next rate case, it is appropriate to recover these costs through Rider AMP in a manner

comparable to the manner in which they will likely be recovered in base rates.  (IIEC Ex. 1.0 at 12).

IIEC has presented ComEd’s current weighted meter allocation factors for each customer

delivery class in IIEC Ex. 1.1 attached to Mr. Stephens’ direct testimony, IIEC Ex. 1.0.  The

Commission has recognized the fairness of recovering costs that are to be collected through a rider

recovery mechanism from ComEd’s customer classes on a basis that is commensurate with cost

incurrence.  (See, Commonwealth Edison Company, ICC Dkt. 07-0540, Final Order, February 6,

2008 at 38). It should act accordingly in this case as well.  

Likewise, the cost of ComEd’s Customer Applications component of the Pilot Program

should be allocated to the classes causing costs to be incurred, namely, the residential classes.

Specifically, the cost of Customer Applications should be allocated based on the proportionate share

of weighted meter allocator costs as well, but scaled to limit the recovery to residential classes.  This

should be done by considering the relative proportions of each residential customer class, in terms

of the weighted number of meters, to the combination of all residential classes.  For example, the

Single Family without Space Heat class, has a weighted meter allocator of 48.07%.  (IIEC Ex. 1.1).

The weighted meter allocators for the combined residential classes sum to 77.22% (Id.).  Thus, the

Single Family without Space Heat class constitutes 62.25% (48.07/77.22) of the residential total.

(IIEC Ex. 1.0 at 14-15).  Therefore, the Single Family without Space Heat class, would be allocated



8 The resulting calculation for each of the residential customer classes in shown in IIEC
Ex. 1.2.
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62.25% of the Customer Applications costs.8  

Under IIEC’s approach, composite allocators would be developed based on the weighted

meter allocators for each delivery service rate class from the last rate case and the Customer

Applications allocator developed for each residential class.  The composite allocators are weighted

approximately 80% meter allocator and 20% applications allocator (based on the fact that 80% of

the pilot program costs are related to the meters and metering infrastructure, and 20% are related to

Customer Applications).  (Id. at 15; IIEC Ex. 1.2).

Use of IIEC’s composite allocator also gives at least partial recognition to the fact that the

costs associated with the Customer Applications component of the Pilot Program, cannot be fairly

associated with delivery service.  For example, those costs include administrative costs for rate

designs associated with commodity service for residential customers and such things as

programmable thermostats.  (Staff Ex. 6.0 at 5-6).  The costs associated with commodity service to

residential customers and programmable residential thermostats do not fall within the definition of

delivery services contained in Section 16-102 of the Public Utilities Act (220 ILCS 5/16-102).  That

definition provides, in pertinent part, that delivery services are services:   “. . . necessary in order for

the transmission and distribution systems to function so that retail customers located in the electric

utility’s service area can receive electric power and energy from suppliers other than the electric

utility . . ..”  (Id.).  The Public Utilities Act further provides that electric utilities are only allowed

to recover “ . . . the costs of providing delivery services through its charges to its delivery service
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customers that use the facilities and services associated with such costs.”  (220 ILCS 5.16-108(c)).

The Customer Applications rates and services and equipment (such as residential thermostats), under

the most liberal interpretation, are related to commodity service only, not delivery service. IIEC’s

weighted allocation factor would collect Customer Applications costs exclusively from residential

customers, who are the primary commodity customers of ComEd.  (See, 220 ILCS 5/16-111.5(a) -

defining the customers to which power and energy must be provided by the electric utility).

Therefore, IIEC’s approach is not only more consistent with cost causation principles, it is more

consistent with the provisions of the Illinois Public Utilities Act.  

  Under the IIEC approach, ComEd can apportion the recoverable Pilot Program costs, each

quarter, among each of the delivery service rate classes.  This in turn would yield the total dollars

to be recovered from each rate class.  ComEd can then divide the total dollars by the number of

customers in each class to derive a monthly charge that can be recovered from each customer in their

respective class.  For example, assuming the need to recover $10 million in a single quarter, IIEC’s

approach would produce monthly charges ranging from 76 cents per month for a residential

customer in the Single Family without Space Heat delivery service rate class to $12.81 per month

for a member of the high voltage over 10 MW rate class. (See, IIEC Ex. 1.3).  

In Docket 07-0540, the docket relating to approval of ComEd’s Energy Efficiency and

Demand Response Plan, the Commission acknowledged that all consumers would benefit from the

implementation of energy efficiency programs, but approved IIEC’s approach in this case to cost

recovery over ComEd’s proposed equal cents per kWh approach, because it was “. . . more in

conformance with traditional ratemaking principles enunciated in the Public Utilities Act.”



9 The Commission Staff disagreed only with IIEC’s composite allocator for allocation of 
Pilot Program costs.  Instead, Staff proposed the use of the weighted meter allocators shown in
IIEC Ex. 1.1 for allocation of all Pilot Program costs.  (Staff Ex. 6.0 at 9-10). Other than the
allocator used by Staff, Staff’s approach to allocation and collection of these costs is the same as
IIEC’s.  (Id.).
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(Commonwealth Edison Company, ICC Dkt. No. 07-0540, Final Order, February 6, 2008 at 38).

IIEC’s recommended approach here is also more in conformance with traditional ratemaking

principles than the proposed ComEd cost recovery approach in the present case.  Indeed, Staff

witness Lazare supports a slightly modified version of the IIEC’s cost based approach in the case

at bar.9  (Staff Ex. 6.0 at 9-10).  

 In Docket 07-0540, the Commission noted that IIEC’s approach was not unduly

complicated.  Likewise, in this case, IIEC’s approach is straightforward and easy to administer. IIEC

Ex. 1.0 at 16). 

 IIEC’s approach in Docket 07-0540, properly allocated costs of energy efficiency programs

among customer classes based on class differences and energy usage and whether the programs were

specifically directed to members of those classes. (Commonwealth Edison Company, ICC Dkt. No.

07-0540, Final Order, February 6, 2008 at 38).  In this case, IIEC has demonstrated that the two

elements of the ComEd Pilot Program are primarily directed to residential customers and customers

with demands of less than 400 kW, and IIEC proposes to allocate these costs to the customer classes

on the basis of cost incurrence. The Commission, as it did in Docket 07-0540, should adopt IIEC’s

cost recovery approach because it is more consistent with traditional ratemaking principles.

In sum, IIEC’s cost recovery approach is more equitable than the approach recommended

by the Company in this proceeding, more reasonably tracks costs incurrence among the customer
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rate classes, and will be relatively simple for ComEd to calculate and administer over the duration

of the pilot program.  (IIEC Ex. 1.0 at 16).  

III.

CONCLUSION

For the reasons stated above, under no circumstances should ComEd’s proposed rider

recovery mechanism become precedent for mechanisms used to recover smart grid costs on a going

forward basis and if the Commission approves rider recovery at all in this case, ComEd’s proposed

mechanism should be modified in accordance with IIEC’s recommendations which are equitable and

consistent with cost incurrence.
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