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My name is Peter Lazare. My business address is 527Eas\ .Capitol Avenue, Springfield, 

Illinois 62701. 

What is your present position? 

I am a Senior Rate Analyst with the Illinois Commerce Commission ("Commission"). I 

work in the Financial Analysis Division on rate design and cost-of-service issues. 

What is your experience in the regulatory field? 

My experience includes seventeen years of employment at the Commission where I have 

provided testimony and performed related ratemaking tasks. My testimony has addressed 

cost -of-service, rate design,load forecasting and demand-side management issues that 

concern electric, gas and water utilities. 

Previously, I served as a Research Associate with the Tellus Institute, an energy and 

environmental consulting firm in Boston, Massachusetts. I also spent two years with the 

Minnesota Department of Public Service as a Senior Rate Analyst, addressing rate design 

issues and evaluating utility-sponsored energy conservation programs. 

Please discuss your educational background. 

I received a B.A. in Economics and History from the University of Wisconsin and an 

M.A. in Economics from the University of Illinois at Springfield in 1996. 
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What is the subject of your rebuttal testimony in this proceeding? 

I discuss the proposed mechanism for recovery of costs under Rider AMP (Advanced 

Metering Program Adjustment). 

Please begin your discussion by explaining the purpose of the proposed Rider AMP. 

Rider AMP is designed to recover the costs associated with the Company's AMI pilot 

program for advanced metering technologies. According to CornEd witness Hemphill, 

the proposed pilot will give the Company "a better grasp of costs and benefits" of a full 

AMI deployment. (CornEd Ex. 1.0, p. 5) Dr. Hemphill goes on to state that the proposed 

program will provide insights for the Company about the operation of advanced metering 

technologies and "about how customers can use AMI technologies to conserve energy, 

save money, and benefit the environment." (Id.) 

What are the key components of the proposed AMI pilot program? 

There are two key components. One is the installation of approximately 141,000 (ld.) 

advanced meters. The second component, called "Customer Applications," entails the 

study of alternative rate designs, most of which utilize this advanced metering capability, 

to determine their effect on shaping ratepayer demands for electricity. 

How does CornEd propose to recover the costs of the AMI pilot program? 

The costs of the program for the most part are to be recovered under recently approved 

Rider AMP. The rider specifies that program costs will be recovered from all customer 

classes through an equal percentage adjustment of distribution base rate revenues for all 
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retail customers. (Attachment 1, ILL. C. C. No. 10, 1st Revised Sheet No. 227 

(Cancelling Original Sheet No. 227)) 

Do any parties oppose the proposed recovery method under Rider AMP? 

Yes. Two parties representing larger customers on the system, the IIEC and 

METRA/CT A, stand opposed. 

What argument does METRA/CTA make on this issue? 

METRA/CT A witness Bachman expresses support for the goals of the AMI Pilot 

Program. (METRA/CTA Ex. 1.0, p. 4) However, Mr. Bachman contends that his clients 

have been paying advanced metering costs for many years and should not have to pay for 

any of the costs of the proposed pilot program from which his clients do not stand to 

benefit. (METRA/CTA Ex. 1.0, p. 6) 

What argumeut does IIEC make on this issue? 

lIEC witness Stephens considers CornEd's cost recovery mechanism "unfair and 

unreasonable" because the level of costs recovered from certain customers exceeds the 

benefits they will receive from the pilot program. (IIEC Ex. 1.0, p. 5) 

Mr. Stephens goes on to note that for the $61,796,280 projected to be spent under the 

pilot program, $49,176,780, or 80%, pertains to costs associated with the installation of 

approximately 141,000 AMI meters (IIEC Ex. 1.0, p. 3) and $12,619,500, or 20%, is for 

Customer Applications, consisting of "technology, pricing programs, and support 
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activities that are designed to assist retail customers in managing their own energy use 

and energy costs." (IIEC Ex. 1.0, pp. 7-8) Mr. Stephens goes on to contend that 

"[b]asically all of the Customer Applications will apply to residential customers." (IIEC 

Ex. 1.0, p. 9) 

Does Mr. Stephens propose a Rider AMP recovery mechanism consistent with this 

argnment? 

Yes. He proposes a two-step process for recovering these costs from ratepayers. The first 

step entails allocating rider costs to rate classes. Mr. Stephens has developed a hybrid 

allocator for this step. Since 80% of the pilot costs focus on metering, Mr. Stephens 

proposes that 80% of the costs associated with metering should be based on class shares 

of meter investments in the Company's cost of service study from Docket No. 07-0566. 

(nEC Ex. 1.0, p. II) For the remaining 20% pertaining to Customer Applications, Mr. 

Stephens proposes the same weighted metering allocation but to residential customers 

only. (nEC Ex. 1.0, pp. 14-15) The combination of these two allocators produces a 

composite allocation of Rider AMP costs to customer classes. 

Once the amount of costs to be recovered from individual classes is determined, Mr. 

Stephens proposes that those costs be collected through an equal fixed monthly charge to 

all customers within the class. (nEC Ex. 1.0, p. 15) 

Please begin your discussion of the issue by explaining the principles that should 

guide the recovery of costs under Rider AMP. 
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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. 

How would this principle be applied to the 80% of costs for the AMI pilot program 

that may be considered metering-related? 

Meter costs are allocated between rate classes in the Company's distribution cost of 

service study according to their respective shares of meter investments on the CornEd 

system. At some point in the future, the costs recovered through Rider AMP will be 

folded into rate base and those costs pertaining to metering will be allocated to ratepayers 

in future distribution rate cases through the use of a weighted metering allocator. The 

recovery method consistent with the cost causation for these metering costs is the 

weighted meter allocator presented in IIEC Ex. 1.1. 

How would cost causation principles apply to the costs associated with the Customer 

Applications component of the AMI pilot program? 

That is a more difficult question. This group of costs covers both pilot rate designs and 

the adoption of energy technologies. The rate designs to be examined include: 

· Customer-Specific Increasing Block Rate (IBR) - to test energy conservation 
response of individual customers 

· Day-Ahead Real-time Price (DA-RTP) - to test load shifting response 
· Time-of-use rate (TOU) - to test load shifting response 
Critical peak price overlaid on a day-ahead real-time price (CPP/DA-RTP) - to 

test demand response 
· Peak-time rebate overlaid on a day-ahead real-time price (PTRIDA-RTP) - to test 

demand response 
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Presentment of hourly consumption and cost data to customers via a web page 
. In-home device (lHD) basic - a device capable of taking real-time consumption 

signals from the meter and displaying consumption and cost infonnation. 
. In-home device advanced - similar to the basic version but also enabling the 

customer to better control some energy using devices. 
Programmable controllable thermostat (peT) - a device that enables the utility to 

remotely control operation of a customer thermostat with an ability for the 
customer to override the control. (CornEd Ex. 1.0, p. 27) 

What do you consider to be the common thread of these rate designs and 

technologies? 

They have the common purpose of encouraging ratepayers to either reduce or reshape 

their demands for electricity. If the pilot program can point the way to changes in how 

ratepayers use electricity, benefits may be conferred on all ratepayers on the system. As 

recent experience has shown, declining demand for energy over recent months has placed 

downward pressure on costs for gasoline, natural gas and even electricity in the 

wholesale market. All consumers share in the benefits of these lower prices. To the extent 

that alternative rate designs can make electricity demands more responsive to price 

changes, that can further help mitigate electricity costs to the benefit of all ratepayers. 

Therefore, the benefits of these rate design experiments could extend beyond the 

residential class to other classes as well. 

What does this discussion indicate for the recovery of customer applications costs 

through Rider AMI? 

Since the potential benefits of the rate designs and technologies being studied extend 

beyond residential customers to non-residential customers, the attendant costs should be 

6 



149 

150 

151 

E Q. 

153 

154 A. 

155 

156 

157 

158 

159 
160 
161 
162 
163 
164 
165 

166 

167 Q. 

168 

169 A. 

170 

171 

172 

173 

174 

Docket No. 09-0263 
ICC Staff Exhibit 6.0 

recovered from all rate classes, not just residential customers. Thus, the IIEC proposal to 

recover customer applications costs from residential customers only should be rejected. 

Is there another factor to consider in the discussion of how costs should be 

recovered under the proposed Rider AMP? 

Yes. It should be remembered that CornEd proposes to broaden the scope of costs to be 

recovered under Rider AMP beyond the AMI pilot program under consideration in this 

docket to include all of its costs for projects that are funded in part by the Federal 

Stimulus program. As the tariff language for Rider AMP states: 

The purpose of this rider is to allow the Company to begin to recover in a timely 
fashion (a) a return on and of investment expenditures related to the Company's 
investment in an Advanced Metering Program (AMP); and (b) other expenses and 
authorized incremental costs related to such AMP; and (c) a return on and of 
investment expenditures related to the Company's investment in Federal Stimulus 
Projects (FSPs), all as allowed by the Illinois Commerce Commission (ICC). 

What kind of additional projects might be pursued through the Federal Stimulus 

program for recovery through the proposed rider? 

CornEd has filed an application for receiving stimulus funds with the Department of 

Energy that identifies potential areas for future spending on smart grid projects. A copy 

of CornEd Response to Staff Data Request PL-I.O I and Attachment 2 to that response are 

attached hereto as Attachment A. In addition to advanced metering and customer 

application which are included in the pilot project, the program includes spending for 

distribution automation, conservation voltage reduction, intelligent substations, 
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communications and support systems. (Attachment A, pp. 8-10) Thus, the Company's 

funding request indicates that future spending in this area will focus on distribution, 

meters and related technologies. 

Has the Company provided an estimate of the costs to be expended for these smart 

grid projects? 

Yes. The Company's application for stimulus funding breaks down spending for 

proposed projects accordingly: 

Technology Bundles 4- Otr 2009 2010 2011 Total Cost 
AMI! Customer Applications $ 17.3 $ 105.4 $19.3. $ 142.0 

Distribution Automation! CVR $ 0.9 $ 38.8 $ 38.1 $ 77.8 
Communication Support Systems $ 9.2 $ 69.5 $ 28.7 $107.4 
Enhanced Substation $ 0.4 $ 15.2 $ 7.2 $ 22.8 
Total $ 27.8 $ 228.9 $93.3 $ 350.0 

(Attachment A, p. 37) 

187 The breakdown indicates that $142.0 million out of $350 million (41 percent) in spending 

188 under the program will be on both advanced metering and customer applications projects. 

189 Thus, advanced metering projects will comprise considerably less than half of the 

190 projected spending under the Federal Stimulus Program although the specific amount to 

191 be spent on metering itself is unknown because its costs are combined with customer 

192 applications costs. 

193 

194 Q. What does this breakdown mean for the recovery of costs under the rider? 
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If the Commission decides Rider AMP should be the vehicle for recovering all of the 

costs under the Federal Stimulus program, the Company's projected numbers would 

indicate that the most appropriate recovery mechanism is the percent of revenues 

approach proposed by CornEd. The Company's projection that4l % of spending for 

projects to be recovered through Rider AMP will be both metering and customer 

applications projects, if accurate, suggests that a meter-based recovery mechanism 

would be too narrow for the costs to be incurred. In contrast, the percent of revenues 

approach better reflects the forecast that most of the spending will be on projects that 

modernize the distribution system and, therefore, more widely distribute benefits to 

customers as a whole. 7 

In the event that the Commission decides to limit rider recovery to the costs under 

the AMI pilot program only, what would that indicate for the rider cost recovery 

mechanism? 

Under the pilot program, 80% of the costs to be expended would be for advanced 

metering. Thus, it would make sense to base the recovery of costs under the proposed 

rider on a distribution of meter costs among rate classes as advocated by IIEC. However, 

if rider recovery were limited to pilot program costs only I would propose one key 

deviation from the IIEC approach. The IIEC had proposed to allocate 80 % of the pilot 

program costs to classes based on the weighted meters allocator in IIEC Schedule 1.1 and 

then assign to residential customer only the remaining 20 % of costs pertaining to 

customer applications. I would propose to allocate 100 % of pilot program costs to classes 

based on a weighted meter allocator because, as argued previously, I do believe that the 
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benefits of the customer applications projects would extend beyond the residential class 

to nonresidential customers as well. Under that scenario, I would concur with the IIEC 

that costs allocated to rate classes should be recovered from individual customers through 

an equal per-customer monthly charge. 

Does this complete your rebuttal testimony? 

Yes, it does. 
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