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I.

INTRODUCTION/STATEMENT OF THE CASE

The Illinois Industrial Energy Consumers (“IIEC”) present this Reply Brief in response to

certain issues raised and arguments made by Commonwealth Edison Company (“ComEd” or

“Company”), and the Illinois Commerce Commission Staff (“Staff”), in their Initial Briefs in this

proceeding.  IIEC will refer to the Initial Briefs of the parties as “Brief(s)” throughout its Reply

Brief.  IIEC’s failure to respond to a Brief or argument of any party should not be considered as an

acceptance of, or agreement with, that Brief or argument, unless specifically stated otherwise herein.

IIEC’s failure to raise any issue in its Reply Brief that was raised in its Initial Brief should not be

considered an abandonment of that issue, unless specifically stated otherwise herein.  

IIEC’s recommended approach to allocation and recovery of the cost of ComEd’s Pilot

Program is supported by two other major parties in this case, the Northeast Illinois Regional

Commuter Railroad Corporation, d/b/a Metra (“Metra”) and the Chicago Transit Authority (“CTA”)

(assuming any of the costs of the Pilot Program are allocated to them).  (See, Metra Br. at 1-2; CTA

Br. at 1).  Staff and now, apparently, ComEd, accept a slightly modified version of IIEC’s cost

allocation and cost recovery approach.  (See, Staff Br. at 15-17; see also, ComEd Br. at 35,

indicating it does not object to Staff’s approach).  

IIEC will reply to Staff’s modification of the IIEC approach.  IIEC will also reply to

ComEd’s continued support for recovery of Pilot Program costs and other smart grid costs on an

equal percentage of revenue basis.  IIEC continues to support its proposed cost allocation and cost

recovery approach.
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II.

ARGUMENT

IIEC’s Cost Allocation and Recovery Approach Should Be Adopted

IIEC recognized that there were two components to ComEd’s Pilot Program.  The first was

a metering component.  ComEd contemplates the installation of about 141,000 meters and associated

infrastructure on the ComEd system.  (Hemphill, ComEd Ex. 1.0 at 5).  The second component was

a Customers Applications component involving new commodity rates and certain technologies, such

as in-home devices, to allow customers to better control energy using devices.  (Lazare, Staff Ex.

6.0 at 2 and 5-6).  

For the metering component, 80% of the meters were to be installed for residential

customers, 8% of the meters for customers with demands of less than 400 kW, and less than 1% of

meters for customers with demands of 400 kW and over.  (Stephens, IIEC Ex. 1.0 at 7-8).  For the

second component, the Customer Applications component, 100% of the commodity rates and

technologies that made up that component, were to only be offered to residential customers.

(Hemphill, Tr. 267)

According to Staff witness Lazare, the longstanding cost causation principles of the

Commission  “. . . represents that fairness and efficiency are served by recovering from ratepayers

only those costs they cause the utility to incur.” (Lazare, Staff Ex. 6.0 at 5).  IIEC agrees and,

consistent with those principles, IIEC proposed an allocation and cost recovery approach that

recovers from ComEd’s customers only the costs they cause ComEd to incur for the Pilot Program.

Under IIEC’s approach, all customer classes will pay toward the cost of ComEd’s pilot, in
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proportion to the weighted number of meters in each class.

IIEC’s approach is a two-step approach. In the first step, Pilot Program costs are allocated

to customer classes on the basis of a composite allocator.  The composite allocator used by IIEC

recognizes that 80% of the total cost of the pilot program are related to the metering component and

20% are related to the Customer Applications component.  (See, Stephens, IIEC Ex. 1.0 at 15).

Under the IIEC approach, the 80% associated with metering is allocated to all customer classes

based on the weighted average meter allocators for ComEd’s last rate case.  The remaining 20% is

allocated to the residential customers only, again on the basis of the weighted meter allocators from

the last case.  (Id. at 14-15).  In the second step, IIEC uses the composite allocators to apportion the

total cost of the Pilot Program each quarter among ComEd’s rate classes and develops fixed monthly

charges, similar to ComEd’s current charge for standard metering.  (Stephens, IIEC Ex. 1.0 at 16).

A. Response to Staff

Staff appears to agree, in large part, with IIEC’s approach.  It allocates the cost of the meter

component of the ComEd Pilot Program to all customer classes on the basis of the weighted meter

allocators used in the last ComEd rate case.  Staff also allocates the cost of the Customer

Applications component on the same basis.  Unlike IIEC, Staff allocates Customer Applications

costs to all customer classes, not just to the residential class (Staff Br. at 15).   Thus, Staff advocates

using the weighted meter allocators shown on IIEC Ex. 1.1 to allocate all Pilot Program costs to the

customer classes, and disagrees with constraining the Customer Applications costs to the residential

class.  However, both Staff and IIEC recommend the use of a fixed monthly charge to collect the

costs of the ComEd Pilot Program from ComEd customers.  (Staff Br. at 15 and 17).  Thus, Staff’s
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only apparent disagreement with IIEC is over the appropriate allocation of Customer Applications

costs.  Staff also recommends the rejection of ComEd’s proposal to collect Pilot Program

costs through an equal percent of revenue adjustment for all ComEd customers.  (Staff Br. at 16).

Staff does so because the ComEd approach deviates from the cost principles espoused by the

Commission. (Id.).  Specifically, the Staff argues that the ComEd approach fails to reflect that the

program costs described in the record in this docket are to be mostly expended on advanced

metering. (Id.).  IIEC agrees with Staff that ComEd’s approach should be rejected.  However, IIEC

notes that Staff’s cost recovery approach also fails to reflect that approximately 20% of the costs of

the Pilot Program are to be expended exclusively on energy rates and technologies applicable to only

residential customers.  (Stephens, IIEC Ex. 1.0 at 7; Hemphill, Tr. 267). While the Staff’s approach

is a significant improvement over the ComEd approach, it is inconsistent with the Staff’s conclusion

that cost causation should be the determinant of how costs are recovered from ratepayers. Ratepayers

should pay only the costs they cause the utility to incur.  (Lazare, Staff Ex. 6.0 at 5).   Clearly and

absolutely, non-residential delivery service customers are not causing the Customer Applications

costs to be incurred by ComEd.  Therefore, they should not be assigned any of the Customer

Applications costs.

Staff reasons that the rates and the technologies that make up the Customer Applications

component will allow customers to reduce or reshape their electrical demands and that other

customers “may” benefit from such an effort because declining demand may lead to lower prices.

(Staff Br. at 18-19).  Apparently, the mere possibility that there “may” be some as yet unrealized

indirect benefit from the Customer Applications program  to other customers, causes the Staff to



1See, Dr. Hemphill’s testimony pointing out that non-residential customers have greater
variations in energy use drivers and larger customers may have energy control systems of their
own and non-residential customers are under contract to Alternative Retail Electric Suppliers
offering a variety of their own pricing plans. (Hemphill, ComEd Ex. 1.0 at 29-30).

2 ComEd witness Hemphill acknowledged that the energy management actions of larger
customers may benefit other customers.  (Tr. 275-276).
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abandon the cost causation principle that it says should be the primary determinant in this case.  As

a result, Staff allocates a portion of the cost of the Customer Applications component to customers

who clearly do not cause those costs to be incurred.  In doing so, Staff overlooks or ignores the fact

that larger customers already have access to non-traditional rate structures, whether from ComEd

or other suppliers, that induce them to  reduce or reshape their demand for electricity.1 These

include, but are not limited to, ComEd’s current real time pricing rates, Rate BES-H.  (ComEd Ill.

C. C. No. 10 Original Sheet No. 29 - Original Sheet No. 46).  Presumably, this rate has the potential

to allow customers to reshape or reduce their electrical demands.  Under Staff’s logic, other

customers, such as residential customers, “may” benefit or have already benefitted from reduced

prices due to larger customer actions.2  Yet, the costs associated with Rate BES-H and alternative

suppliers’ rates are not reflected in the delivery service rates of other customers, even though all

customers benefit from the action of these larger customers.  Thus, Staff’s logic is one-sided in this

regard.  Indeed, the costs of large customers’ energy rates should not be reflected in other customer’s

delivery service rates.  Nor should the costs of small customers’ energy rates be reflected in other

customers’ delivery service rates.  These energy rate costs are not delivery service and customers

not eligible to take service under such rates do not cause those costs to be incurred.

Staff also argues that allocation of metering costs on the basis of weighted meter factors from



3As argued below, ComEd’s position on recovery of Customer Applications cost also
fails to consider that the subject costs are not delivery service costs.
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ComEd’s last rate case is appropriate for Rider AMP purposes, because that is how such costs will

be allocated in ComEd’s future rate cases.  (Staff Br. at 16).  IIEC agrees.  IIEC also agrees that the

real time pricing rates ComEd proposes as part of its Customer Applications program will likely be

allocated to the customers electing to take service under those rates, just as the costs associated with

the current real time pricing rates offered by ComEd are allocated to the customers taking service

under those rates. Therefore, following Staff’s logic, the cost of Customer Applications (which

includes the cost of various versions of real time pricing rates) should be allocated, as proposed by

IIEC, to the customer classes who are permitted to take service under those rates.

Staff’s position fails to consider the fact that Customer Applications costs are not delivery

service costs within the meaning of Section 16-102 of the Public Utilities Act.  (220 ILCS 5/16-102).

Staff’s position also ignores the fact that utilities are only permitted to recover delivery service costs

in their delivery service rates under Section 16-108 of the Public Utilities Act.  (220 ILCS 5/16-

108).3  Additionally, Staff overlooks the fact that ComEd’s Pilot Program is too small to have any

impact on wholesale prices in the PJM market.  (Hemphill, ComEd Ex. 8.0 at 32).  Under such

circumstances, the Commission cannot conclude that the Customer Applications component of the

ComEd Pilot Program will have any appreciable effect on wholesale prices in the PJM market

generally, or that they will be able to demonstrate that such approaches will have any impact on the

commodity cost of large customers. 

Staff’s argument that customers will have the opportunity to reshape their electrical demands
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or reduce their electrical demands disregards the fact that residential customers and small

commercial customers are the primary customer groups purchasing power and energy from ComEd.

That power and energy is purchased from the Illinois Power Agency.  To the extent reductions in

demand or reshaping of demand occurs, such actions will accrue primarily to the customer groups

purchasing power through the Illinois Power Agency, and will affect primarily the prices paid by

the Illinois Power Agency based on those reshaped demands or reductions in demand, not prices

paid by customers purchasing power from alternative suppliers.

B.  Response to ComEd

ComEd argues that Rider AMP, as presented by the Company in this case, should not be

modified. (ComEd Br. at 34).  First, it reasons that it has not changed the basic structure of the Rider

as approved by the Commission in Docket 07-0566 and, therefore, it should not be modified at this

time.  (Id.).  Second, it suggests that Rider AMP recognizes the benefits of the pilot program to the

broader smart grid.  (Id.).  

(i)    ComEd’s first argument is based on the assumption that Rider AMP in this case, and

the rider approved by the Commission in Docket 07-0566, are essentially the same rider.  (See,

ComEd Br. at 34).  However, elsewhere in its Brief, ComEd appears to argue that its rider proposals

in Docket 07-0566 and in this case, are two distinct proposals and that the facts supporting them are

distinct.  (See, ComEd Br. at 47). This undermines ComEd’s assumption that Rider AMP in this

case, and the rider approved in Docket 07-0566, are essentially the same or that Rider AMP, as

modified by ComEd in this case, necessarily enjoys a “pre-approval” in this case.

Furthermore, even if ComEd is correct in its assumption that the Rider AMP in this case and
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the Rider AMP as approved by the Commission in Docket 07-0566 are the same, the Commission

did not directly address rate design issues relating to the rider in Docket 07-0566.  In the rebuttal

portion of the 07-0566 case, ComEd modified its rider proposal to change it from a cents per kWh

cost allocation and recovery approach, to a percentage of revenue approach. (Commonwealth Edison

Company, ICC Dkt. 07-0566, September 10, 2008 Final Order at 104).  The Commission adopted

a rider “. . . for the limited purpose of implementing Phase 0 of AMI deployment, . . . .”  (Id.).  It

directed that the results of such a deployment should be analyzed by ComEd and brought to the

Statewide Smart Grid Collaborative, which was to be followed by a Commission docket to adopt

specific goals and policy framework with regard to deployment of a smart grid in Illinois.  (Id.).  The

Commission stated that “thereafter, ComEd may file a plan for implementation and re-file its request

for rider recovery of smart grid investments.”  (Id.).  It is clear that the Commission never fully

reached, nor fully considered, rate design issues with regard to the rider approved in that case.

Indeed, the Commission stated not one word about the cost recovery aspects of Rider SMP in its

conclusions approving the limited AMI pilot.  (See, Id. at 137-143).  Therefore, the Commission’s

consideration of such an issue in this case is appropriate and necessary.

ComEd’s argument that the design of Rider AMP should not be considered here because it

is being considered in Docket 08-0532, misses the mark as well. (ComEd Br. at 34).  In Docket 08-

0532, the Commission did initiate the proceedings to investigate ComEd’s rate design, but only  

“. . . for the rate increases granted in Docket 07-0566.”  (Illinois Commerce Commission v.

Commonwealth Edison Company, Docket 08-0532, Initiating Order, September 10, 2008 at 2nd

page.)  The Commission also  identified specific issues to be addressed in that proceeding and the
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design of Rider AMP clearly was not one of them.  (See, Id.).  If the proper cost recovery is not to

be considered here, and is not being considered in Docket 08-0532, and was not considered in

Docket 07-0566, then where does ComEd think it should be considered?

In addition, even if ComEd is correct in suggesting that rate design issues related to recovery

of Pilot Program costs were directly addressed and dealt with in Docket 07-0566, which it is not,

the facts and circumstances are different here.  In that case, the wide array of potential smart grid

projects that were to be the subject of ComEd’s rider were not clearly defined.  In this case, ComEd

has modified Rider AMP to allow the collection of costs and investments associated with the

Customer Applications component of its Pilot Program.  This is a new component.  It was not part

of the Phase 0 Pilot Project approved by the Commission in Docket 07-0566.  The elements of the

Customer Application program are clearly defined here and, as a result, the Commission is better

able to consider allocation of these costs to customer classes on the basis of cost causation principles

and to design Rider AMP accordingly.  The Commission may properly consider and should consider

rate design issues associated with ComEd’s modified Rider AMP in this proceeding.

ComEd’s objection to considering modifications to the design of Rider AMP in this

proceeding also appears to be based on the incorrect assumption that IIEC argues that it should not

bear its share of the costs of the AMI Pilot Program.  (See, ComEd Br. at 34; Hemphill, ComEd Ex.

8.0 at 34).  This is simply not the case.  IIEC members, together with other customers, will bear a

share of the ComEd AMI Pilot Program under the IIEC approach, essentially as they would under

traditional ratemaking.  ComEd witness Dr. Hemphill recognized that under IIEC’s approach, large

customers will pay part of the Pilot Program costs. (Tr. 266-267).  Thus, IIEC’s approach recognizes



4 And, even if larger customers theoretically receive indirect benefits from the program,
such benefits should be “netted against” the associated theoretical indirect benefits that these
customers have already provided and will continue to provide to other customers.  (See,
Hemphill, Tr. 275-277, suggesting that reimbursement of larger customers for benefits they have
provided is worth evaluating.)
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that large customers receive the benefit of any new meters installed for their use under the Pilot

Program.  However, IIEC’s approach, unlike ComEd’s, is more consistent with cost causation

principles because it allocates the cost of the metering component of the Pilot Program in the same

fashion that metering costs are traditionally allocated in ComEd base rates.  Furthermore, IIEC’s

approach gives recognition to the fact that the Customer Applications costs are not caused by larger

customers, and that larger customers receive no direct benefit from the rates and technologies that

are the subject of the Customer Applications component.4  Again, IIEC’s treatment of these costs

are consistent with cost causation principles.  

(ii)    As noted above, ComEd’s second argument is that Rider AMP should not be modified

because all customers benefit from the Pilot Program and, therefore, all customers should pay on a

percent of revenue basis.  (See, ComEd Br. at 34 and 35).  ComEd’s argument is based on faulty

assumptions and a misunderstanding of the facts of this case.  

First, implicit in the argument is the assumption that all customers will pay for the Pilot

Program only in the case of ComEd’s approach.  As explained above, this is simply not the case.

Under IIEC’s approach, all customers pay as well. 

Second, ComEd’s equal percent of revenue approach ignores cost causation principles by

assigning a disproportionate share of Pilot Program costs (over 22%) to customers with demands

of 400 kW and over, even though those customers receive less than 1% of the meters that ComEd



5 It is also worth noting that ComEd has not presented a single piece of evidence to
demonstrate any relationship between the portion of Pilot Program costs allocated to these
customers and the indirect benefits they will allegedly receive.

11

has plans to install, and none of the Customer Applications components.5  IIEC’s approach on the

other hand, is consistent with Commission recognized cost causation principles and gives

recognition to these facts.

Third, ComEd’s approach ignores or overlooks the fact that its own witnesses have testified

that it is the participants in the Pilot Programs who will see lower electric bills, which are the

immediate and primary benefits of the Pilot Program.  (Hemphill, Tr. 269-270).  ComEd witnesses

also testified that customers with electrical demands of less than 400 kW are almost exclusively the

customers who are eligible for the ComEd Pilot Program.  (Hemphill, Tr. 270).  Thus, ComEd’s

percent of revenue approach allocates a disproportionate share (22%) of pilot program costs to large

customers over 400 kW.

Fourth, a “benefit” that allegedly will flow to every customer is the potential for reduction

in wholesale electric prices.  (See, Hemphill, Tr. 270-271; Staff Br. at 18-19).  However, ComEd

witnesses have testified that the Pilot Program is too small and temporary to have any discernable

effect on the wholesale market in which ComEd’s energy supply prices are determined.  (Hemphill,

ComEd Ex.8.0 at 32; Hemphill, Tr. 270-271).  The same witness also pointed out that ComEd

proposes to include an experiment to explore the potential impact on the wholesale market, but the

experiment is to be part of a federal stimulus filing to be made by ComEd at a later time.  (Id.). 

Thus, the current Pilot Program is too small to have a discernable impact on wholesale prices, and

contains no component to test or assess its impact on wholesale prices.  Therefore, the record in this



6CUB has implied that other customers may benefit from wholesale price reductions and
therefore, “clear connections to the wholesale market” should be evaluated in ComEd’s program.
(CUB Br. at 9-10).  However, CUB does not explain how ComEd can discern a program’s
impact on the wholesale market, when the program is too small to have any discernable impact
on the wholesale market.
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case fails to support the suggestion that the Pilot Program will benefit other customers, because it

has the potential to reduce wholesale prices or to even demonstrate that prices may be reduced.6 

Finally, (as indicated in the response to Staff above, and at pages 12-13 of IIEC Initial Brief),

ComEd’s equal percentage approach gives no consideration to the fact that Customer Applications

costs do not meet the definition of delivery service costs in the Public Utilities Act.  (220 ILCS 5.16-

102).  

Indeed, as explained below, ComEd has made an admission that the subject costs are, in fact,

not delivery service costs.  ComEd seeks a limited waiver of the Commission’s Integrated

Distribution Company (“IDC”) rules.  (ComEd Br. at 53; ComEd Pet. at 1).  ComEd points out in

its Petition that 83 Ill. Adm. Code 452.230(b) provides that an IDC may not enter into any contract

“. . . for the provision of any retail supply service, unless required by tariff; . . .” (ComEd Pet. ¶ 16).

ComEd also points out that 83 Ill. Adm. Code 452.240(a) prevents IDCs from promoting,

advertising or marketing “ . . . the offering or provision of any retail electric supply service.”  (Id.).

ComEd seeks a waiver of the IDC rules for its Customer Applications program.  (ComEd Pet. ¶ 17).

Clearly, in seeking a waiver of the IDC rules that relate to supply service, ComEd admits that the

Customer Applications component of its Pilot Program constitutes or is related to supply service and

is not delivery service. 

The Commission has previously determined that delivery service rates should be cost based
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and relate to delivery service in general, and specifically to the services and facilities the utility uses

to provide such service.  (Commonwealth Edison Company, ICC Dkt. 01-0423, Order, March 28,

2003 at 24).  The Commission has rejected proposals that would have had the effect of subsidizing

supply costs for certain customers through charges to delivery service customers. (See,

Commonwealth Edison Company, ICC Dkt. 05-0597, Order on Rehearing, December 20, 2006  at

64 and 65).  The Commission has recognized in other delivery service rate cases that rates should be

designed to reflect cost of service.  (Illinois Power Company d/b/a AmerenIP, et al., ICC Dkt Nos.

06-0070, 06-0071 and 07-0072 (Consolidated), Final Order, November 21, 2006 at 175).

Under the IIEC approach, Customer Applications costs are allocated to residential customers

only. Residential customers cause the subject costs to be incurred.  Residential customers purchase

their electricity from ComEd, primarily through bundled (delivery plus commodity) services; larger

customers purchase primarily delivery service only from ComEd.  Thus, under IIEC’s approach, the

fact that these costs are not delivery service costs is given implicit recognition through the allocation

of these costs to residential customers only.  

Therefore, for all the reasons stated above, ComEd’s objection to modification of Rider AMP

as proposed by IIEC, should be rejected.  

III.

CONCLUSION

The Staff is in essential agreement with IIEC on the use of weighted meter allocators for the

allocation of ComEd Pilot Program costs.  The sole exception to Staff’s agreement is the allocation

of Customer Applications costs.  IIEC proposes that they be allocated exclusively to residential
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customers and Staff proposes that all customers be allocated these costs.  

The Staff and IIEC, as well as Metra and the CTA, oppose ComEd’s percent of revenue

approach to collection of pilot program costs.  Metra and CTA approve of, and support, the IIEC

approach.  The IIEC approach is cost based and recognizes that costs should be assigned to cost

causers. The IIEC approach should be adopted in this proceeding.
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