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I. Introduction and Background 1 

A. Identification of Witness  2 

Q. Please state your full name and business address. 3 

A. My name is Susan Fallows Tierney.  I am employed at Analysis Group, Inc., 111 4 

Huntington Avenue, 10th Floor, Boston, Massachusetts, 02199. 5 

Q. What is your position? 6 

A. I am one of Analysis Group’s Managing Principals. 7 

B. Purpose of Direct Testimony 8 

Q. What is the purpose of your testimony in this proceeding? 9 

A. I have been asked by Commonwealth Edison Company (“ComEd”) to testify on a 10 

proposed adjustment to ComEd’s return on equity in support of its efforts to promote the 11 

adoption of energy efficiency measures by its customers. ComEd has asked me to testify 12 

on important principles of utility ratemaking that intersect with the revenue implications 13 

of implementation of energy efficiency programs.   14 

Q. How is your testimony organized?   15 

A. After this introductory section that provides background and a summary of my overall 16 

conclusions, I describe in Section II the interrelationships between energy efficiency 17 

policies and utility ratemaking issues, and steps that many states have taken to improve 18 

the alignment of utility ratemaking policy with energy efficiency policies.   Section III 19 

describes recent developments in Illinois policy aimed at increasing energy efficiency 20 

programs for the benefit of utility consumers, and the resulting obligations placed on 21 

regulated utilities in Illinois.  Section IV describes some of the important financial 22 
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implications of successful implementation of energy efficiency programs for ComEd.  23 

Finally, in Section V, I discuss ComEd’s ratemaking proposal to mitigate some of these 24 

adverse financial implications. 25 

C. Summary of Conclusions 26 

Q. What are the main themes and conclusions of your testimony?  27 

A. It is well understood that utilities can play an important role in helping energy consumers 28 

control their energy use and energy bills.  The State of Illinois embraced this position 29 

when it established in 2007 the requirement that electric distribution companies plan for 30 

and carry out programs to support their customers’ adoption of cost-effective energy 31 

efficiency and demand-response programs.   32 

It is also well understood that such actions can also have adverse financial 33 

impacts on utility revenues and profits, with a range of ratemaking and other regulatory 34 

tools having been identified and used by commissions in recent years to address these 35 

ratemaking issues.  In the same recent revisions to the Illinois Public Utilities Act that 36 

introduced strong targets for utility-sponsored energy efficiency programs, Illinois law 37 

now requires that utilities recover their reasonably and prudently incurred direct costs 38 

associated with these programs.  That law is silent on these energy efficiency programs’ 39 

implications for other ratemaking issues (such as assurance of adequate revenue recovery, 40 

or compensation for lost sales or increased risk associated with uncertainty about the 41 

effects of energy efficiency programs on sales and revenue generation).  Reasonable 42 

ratemaking practices suggest that these issues be addressed and remedied in this rate case.   43 

In parallel with ComEd’s support for energy efficiency programs to assist 44 

customers in managing their energy bills and in satisfaction of Illinois statutory goals, 45 
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ComEd is proposing that the Commission provide for a 40 basis-point upward adjustment 46 

to the allowed return on equity to address the adverse financial implications that will arise 47 

from successful implementation of programs required under the Act and other demand-48 

side initiatives.  Such an adjustment is critical to mitigate the adverse effects on ComEd’s 49 

revenues that would occur as a result of the combined effects of “business as usual” 50 

ratemaking practices, full compliance with the State’s energy efficiency program goals, 51 

and the impacts of other demand-side measures on customer loads.  It will also provide 52 

positive compensation in support of achieving robust compliance with the underlying 53 

objectives of the Illinois legislation.  This proposal should be approved by the 54 

Commission because the proposal is consistent with the goals of setting rates based on 55 

the cost to provide service, providing customers with assistance in managing their energy 56 

bills, and supporting a financially healthy utility company. 57 

D. Attachments to Direct Testimony 58 

Q. Please identify the exhibits that you have attached to your Direct Testimony.    59 

A. ComEd Ex. 13.1 is my resume.  ComEd Ex. 13.2 summarizes other states’ ratemaking 60 

policies related to energy efficiency programs.  ComEd Ex. 13.3 provides information on 61 

various states’ energy efficiency mandates and savings targets.  ComEd Ex. 13.4 lists 62 

revenue decoupling ratemaking mechanisms used in various states.  ComEd Ex. 13.5 63 

provides information on examples of other states’ utility shareholder incentive 64 

mechanisms for energy efficiency.  ComEd Ex. 13.6 shows data on funding for energy 65 

efficiency programs under the American Recovery and Reinvestment Act (“ARRA”) in 66 

Illinois and in ComEd’s service territory.  ComEd Ex. 13.7 summarizes budgeted ComEd 67 

expenditures on energy efficiency programs and ComEd’s exposure to prudency risk.  68 
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ComEd Ex. 13.8 provides an estimate of the lost revenues associated with ARRA-69 

associated energy efficiency programs.  ComEd Ex. 13.9 provides a calculation of lost 70 

revenues associated with ComEd-implemented energy efficiency programs. 71 

E. Educational Background and Professional Experience 72 

Q. Please summarize your educational background and training. 73 

A. I hold a Ph.D. in regional planning from Cornell University (1980) and a Masters in 74 

Regional Planning, also from Cornell University (1976).  I taught as an assistant 75 

professor for three and a half years at the University of California at Irvine, and now 76 

teach a course on policy analysis at the Massachusetts Institute of Technology. 77 

Q. Please describe your professional experience. 78 

A. I have been involved in issues related to public utilities, ratemaking and regulation, and 79 

energy and environmental policy for over 25 years as a regulator, policymaker, educator, 80 

and consultant.  During this period, I have worked on utility ratemaking and economics 81 

as a utility regulator, a member of the board of directors of a major publicly owned water 82 

utility, as a consultant to many publicly owned and investor-owned utilities, as an advisor 83 

to energy consumers, and as an expert witness in litigation on utility ratemaking.  For 84 

approximately the past 15 years, I have been a consultant and advisor to private 85 

companies and governmental and other organizations on a variety of economic and policy 86 

issues in the public utility sector.  Prior to joining Analysis Group in July 2003, I was 87 

employed as a consultant at Lexecon, Inc., and its predecessor company, the Economics 88 

Resource Group, Inc.   89 
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Before that, I served in senior state and federal policy and regulatory positions for 90 

13 years.  I was the Assistant Secretary for Policy at the U.S. Department of Energy from 91 

early 1993 through summer 1995.  I held senior positions in the Massachusetts State 92 

government as Secretary of Environmental Affairs (1991-1993); Commissioner of the 93 

Department of Public Utilities (1988-1991); Executive Director of the Energy Facilities 94 

Siting Council (during the mid-1980s); and Senior Economist for the Executive Office of 95 

Energy Resources (during the early 1980s).   Recently, I co-led the U.S. Department of 96 

Energy team for the Obama Presidential Transition Team for four months.   I currently sit 97 

on several corporate and non-profit boards and commissions, including as co-chair of the 98 

National Commission on Energy Policy; a director of Evergreen Solar, Inc., EnerNOC, 99 

Inc., and Ze-gen, Inc.; chair of the Advisory Council of the National Renewable Energy 100 

Laboratory; and a director of several non-profit organizations (World Resources Institute; 101 

Clean Air – Cool Planet; and Clean Air Task Force).   My complete vita is attached as 102 

ComEd Ex. 13.1.  103 

Q. Have you previously submitted testimony before the Illinois Commerce Commission 104 

(“the Commission”) or other state or federal bodies? 105 

A. Yes, on numerous occasions. I have testified under oath before the Commission, 106 

Congress, several state legislatures (including the Illinois House of Representatives), 107 

utility regulatory agencies in various states, arbitration panels, and federal or state courts. 108 

II. Energy Efficiency Policy and Utility Ratemaking   109 

Q. Please describe some of the interactions between traditional utility ratemaking and 110 

the deployment of energy efficiency programs. 111 
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A. Many regulators, academic observers and others have long understood that even when 112 

investments in energy efficiency are the most cost-effective available resource, a number 113 

of barriers1 hinder the adoption of energy efficiency and other demand-side actions by 114 

customers and other potential providers (such as gas and electric utilities).  A 115 

consequence of these barriers is higher bills for utility service than would otherwise be 116 

the case.  117 

The need to neutralize these hurdles and provide positive incentives for utilities to 118 

help deploy energy efficiency measures has been acknowledged for decades.  In recent 119 

years, there has been renewed interest in gas and electric energy efficiency and in 120 

adopting regulatory policies that address important barriers to its adoption.  For example, 121 

public sector and private leaders representing more than 50 organizations in the electric 122 

industry, with support from the U.S. Department of Energy (“DOE”)2 and the U.S. 123 

Environmental Protection Agency (“EPA”), published a “National Action Plan for 124 

Energy Efficiency.”3 The 2006 report identified a number of “large and complex energy 125 

challenges”4 for the nation:  growing energy demand that requires new investments, 126 

drives up energy costs, and challenges attainment of public health and environmental 127 

goals; high fuel prices increasing financial burdens on consumers and the economy; and 128 

price uncertainties and supply vulnerabilities affecting fuels and making investment 129 

                                                 
1 There are two forms of barriers: one related to a variety of classic market impediments that act to 

under-supply energy efficiency and another type related to financial disincentives for utilities to pursue 
cost-effective energy efficiency even when it could provide a cost-effective resource to assist in meeting 
customers’ needs. The latter sometimes stands in the way of adopting programs that overcome the former. 

2 Note further that Section 139 of the Energy Policy Act of 2005 (“EPACT”) required DOE to 
consider “methods of—(A) removing disincentives for utilities to implement energy efficiency programs; 
(B) encouraging utilities to undertake voluntary energy efficiency programs; and (C) ensuring appropriate 
returns on energy efficiency programs.” 

3 National Action Plan for Energy Efficiency, July 2006 (“National Action Plan”). 
4 National Action Plan, page ES-3. 
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decisions more difficult.  These leaders identified energy efficiency as a key resource to 130 

meet these challenges and made recommendations to encourage cost-effective 131 

investments in energy efficiency.  One recommendation is to “[m]odify policies to align 132 

utility incentives with the delivery of cost-effective energy efficiency and modify 133 

ratemaking practices to promote energy efficiency investments.”5   134 

As recently as last year, the ARRA incorporated a provision to promote 135 

ratemaking practices that support energy efficiency.  The ARRA provides more than 136 

$11.1 billion6 in funding to states, localities and other entities to support the deployment 137 

of energy efficiency measures during a period spanning 2009 and 2010, and shortly 138 

thereafter.7  Some of the energy efficiency funds are formula grants, but Section 139 

410(a)(1) of the ARRA allows disbursement of additional state energy grants to a state  140 

only if the governor of the recipient State notifies the Secretary of Energy in 141 
writing that the governor has obtained necessary assurances that each of the 142 
following will occur: (1) The applicable State regulatory authority will seek 143 
to implement, in appropriate proceedings for each electric and gas utility, 144 
with respect to which the State regulatory authority has ratemaking authority, 145 
a general policy that ensures that utility financial incentives are aligned with 146 
helping their customers use energy more efficiently and that provide timely 147 
cost recovery and a timely earnings opportunity for utilities associated with 148 
cost-effective measurable and verifiable efficiency savings, in a way that 149 
sustains or enhances utility customers’ incentives to use energy more 150 
efficiently…  151 

                                                 
5 National Action Plan, pages ES-1 - ES-7, with the quote from page ES-7. 
6 The ARRA includes $2.7 billion for the Energy Efficiency Conservation Block Grant Program; 

$5 billion for the Weatherization Assistance Program; $3.1 billion for the State Energy Program; and $0.3 
billion for the Energy Efficiency Appliance Rebate Programs. DOE, “Breakdown of Funding,” accessed 
5/17/2010, http://www.energy.gov/recovery/print/breakdown.htm.  

7 Of course, the ARRA is just one of many recent federal statutes supporting increased efforts to 
increase the efficiency of appliances and buildings.  The EPACT and the Energy Independence and 
Security Act of 2007 introduced stronger incentives for the adoption of energy-saving technologies, more 
efficient appliances, and the construction of more efficient buildings.  Federal regulators have recently 
encouraged – and in some cases, required – the adoption of policies in wholesale electricity markets 
designed to support demand-side bidding and resource use.  Various policies support investments to 
modernize the electric transmission and distribution system, so that consumers and energy companies may 
be better able to manage their energy use.    



Docket No. 10-____ 
ComEd Ex. 13.0 

Page 8 of 28 

Q. Do utility-administered energy efficiency programs have a role in overcoming 152 

market barriers to the adoption of energy efficiency? 153 

A. Yes.  While gas and electric utilities are not the only means of offering and delivering 154 

demand-side programs to customers, they have many attributes that position them well to 155 

provide effective programs. These include customer interactions, data, communications 156 

capabilities, training, and in many cases experience in designing, delivering and 157 

evaluating the cost effectiveness and performance of efficiency investments.  158 

Overcoming utility resistance and supporting positive utility participation is a critical 159 

factor in the success of these programs.    160 

Q.  What financial disincentives can stand in the way of utilities’ promotion of cost-161 

effective energy efficiency resources?  162 

A. The inherent disincentives to utility investments in energy efficiency derive from the 163 

traditional manner in which utilities are regulated and their rates are set.  Under 164 

traditional rate regulation, once rates go into effect, they remain fixed until the utility’s 165 

next rate case.  Because rates are fixed, reduction in sales resulting from energy 166 

efficiency programs means that the utility generates less revenue, and thereby has lower 167 

earnings. To the extent that their revenues are collected through usage-based charges (i.e., 168 

per-KWh and/or per-kW rate elements), utilities have a financial disincentive to 169 

implementing energy efficiency programs, despite the benefits such programs may 170 

provide for customers.  Moreover, implementation of energy efficiency programs may 171 

create financial risks for the utility, such as the risk that program costs are not fully 172 
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recovered, or that programs do not produce the anticipated savings,8 or that there is 173 

greater uncertainty about future loads. 174 

Q. What are some of the ways that have been identified to overcome such financial 175 

hurdles to utilities’ adoption of energy efficiency programs?  176 

A. The range of tools available to policy makers to address these ratemaking issues and 177 

provide strong support for energy efficiency includes:  ensuring stable program funding 178 

through inclusion of program costs in base rates (“rate-basing”); approving rate 179 

adjustment mechanisms or ratemaking elements to cover the costs or revenue 180 

implications of the energy efficiency programs for multi-year periods; or removing 181 

financial disincentives for utilities to aggressively implement energy efficiency programs 182 

through mechanisms such as revenue decoupling, certain rate designs, asset 183 

capitalization, and enhanced rate of return that address the utility’s incentive to increase 184 

sales, lost revenues, recovery of fixed costs, and/or the lost opportunity for investment 185 

returns.9    186 

                                                 
8 DOE, “State and Regional Policies That Promote Energy Efficiency Programs Carried Out by 

Electric and Gas Utilities – A Report to the U.S. Congress Pursuant to Section 139 of the Energy Policy 
Act of 2005, March 2007 (“DOE 2007 Study”), Appendix A, page 65: “There is a correlation between rate 
structures that provide appropriate compensation for energy efficiency and utilities pursuing aggressive and 
innovative efficiency measures. The goal of energy efficiency, to reduce energy sales, may go against an 
ingrained corporate culture: utilities rarely seek to shrink their business. Getting the financial incentive 
structure right can help change this mindset… Several utilities interested in pursuing energy efficiency 
have sought rate structure changes so their use of such programs would not result in a financial penalty. 
Removing disincentives is important, but it is not by itself sufficient. States need to ensure that their 
utilities (and others) use the opportunity to implement effective energy efficiency programs. This is 
especially true when utilities seek new rate structures to sustain their returns. States need to make sure that 
rate changes are accompanied by a real increase in utility commitments to energy efficiency programs to 
benefit their customers.” 

9 DOE 2007 Study, page 13-16; National Action Plan, pages ES-8, 2-9 to 2-10.  
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Q. Of the states with mandatory energy efficiency savings targets, how many have 187 

provided some ratemaking mechanism to address risk and/or lost revenues from the 188 

implementation of energy efficiency programs?  189 

A. Over half of the 22 states with a mandatory energy savings target incorporate some form 190 

of revenue reconciliation or adjustment to the rate of return.10  I have prepared several 191 

tables to characterize different states’ programs and policies related to utility-sponsored 192 

energy efficiency programs.  ComEd Ex. 13.2 summarizes information on state policies 193 

with respect to targets (or mandates) for energy savings, mechanisms to decouple 194 

revenues from sales, and shareholder incentives.  ComEd Ex. 13.3 focuses on energy 195 

savings mandates, and ComEd Exs. 13.4 and 13.5 provide information on revenue 196 

decoupling mechanisms, rate designs, and ratemaking policies to provide shareholder 197 

incentives, respectively.  In these exhibits, I have organized the states according to 198 

whether there is a binding target for energy efficiency savings, since some states 199 

incorporate a variety of ratemaking tools in addition to mandates while many others use 200 

those tools in the absence of mandated energy savings.  201 

                                                 
10 Among the 22 states with a mandatory energy savings target, states with full revenue decoupling 

include California, Connecticut, Hawaii, Maryland, Massachusetts, Michigan, Minnesota, and New York; 
states that have a lost revenue adjustment mechanism (“LRAM”) include Indiana (pending), New Mexico, 
North Carolina, and Ohio; and Nevada allows an adjustment to the return on equity (“ROE”).  States 
without a mandate but nonetheless having ratemaking mechanisms to support energy efficiency include 
those with revenue decoupling (District of Columbia, Idaho, New Jersey (pending), Oregon, and 
Wisconsin), LRAM (Kentucky, Louisiana, Oregon, Oklahoma, South Carolina, South Dakota, Wyoming), 
and adjustment to ROE (Louisiana).  (See ComEd Ex. 13.2.) 
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III. Policy Efforts in the State of Illinois Aimed at  202 
Increasing Energy Efficiency and the Resulting  203 
Obligations Placed on Regulated Utilities  204 

Q. Please describe some of the policies adopted in the State of Illinois to support 205 

greater reliance on energy efficiency as a key element of the State’s energy policy.  206 

A. Illinois has recently undertaken aggressive efforts to expand the role of energy efficiency 207 

and demand response programs in achieving energy efficiency goals for Illinois citizens.  208 

Public Act 95-0481 created a new Section 12-103 of the Illinois Public Utilities Act (later 209 

moved to Section 8-103 of the Public Utilities Act), which, among other things, sets forth 210 

new energy efficiency and demand response goals.   211 

Section 8-103 requires electric distribution companies to plan for and implement 212 

programs of cost-effective energy efficiency measures to achieve annual incremental 213 

energy savings starting at 0.2 percent in 2008 and rising to 2 percent in 2015.  Over this 214 

period and based on a straight arithmetic calculation, the statutory targets for energy 215 

efficiency and demand response savings are designed to achieve an 8.2-percent 216 

cumulative reduction in energy use.  In addition, the statute requires implementation of 217 

cost-effective demand response measures to achieve annual incremental reductions in 218 

peak load of 0.1 percent annually from 2008 through 2018.  Reductions in energy use are 219 

to be achieved through a combination of programs implemented by distribution utilities 220 

and by the Department of Commerce and Economic Opportunity (“DCEO”).  Section 8-221 

103’s requirements are also subject to limits on total spending, which if hit would relax 222 

annual incremental savings targets. 223 

Q. How do Section 8-103’s goals for energy efficiency compare to those in other states?  224 
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A. Illinois’ targets for energy savings are among the most aggressive being pursued by any 225 

state through measures required to be implemented by regulated utilities.  As shown in 226 

ComEd Ex. 13.3, Illinois is one of only sixteen states to have mandated energy efficiency 227 

targets that, on average, achieve one percent or more in targeted annual savings over the 228 

policy period.  Thus, Section 8-103’s targets for energy efficiency and demand response 229 

have placed Illinois among the top third of the states in terms of setting a policy priority 230 

(i.e., a targeted level of energy savings) to rely upon deep and cost-effective energy 231 

efficiency to help consumers and the State’s economy achieve their environmental and/or 232 

economic goals.   233 

Q. Are state-sponsored initiatives the only policy impetus driving deeper deployment of 234 

energy efficiency to meet consumers’ energy needs in Illinois? 235 

A. No.  For many years, federal legislation has included policies to promote the adoption of 236 

energy efficiency.  For example, the federal Energy Independence and Security Act of 237 

2007 (“EISA”) established additional requirements for energy efficiency standards for: 238 

appliances, lighting fixtures and technologies, and mechanical systems to be used in 239 

homes and commercial buildings; industrial equipment; and the design and construction 240 

of high-performance buildings (including residential, commercial, and federal buildings, 241 

public and assisted housing, schools and other buildings).11  These appliance efficiency 242 

savings will play out in the future in important but somewhat uncertain ways as the DOE 243 

adopts new rules setting new energy-efficiency standards for different appliances.  244 

                                                 
11 http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=110_cong_bills&docid=f:h6enr.txt.pdf.  

As noted previously, EISA is one in a series of federal statutes that support increased efforts to increase the 
efficiency of appliances and buildings.  EPACT amended the Energy Policy and Conservation Act, and 
introduced stronger incentives for the adoption of energy-saving technologies, more efficient appliances, 
and the construction of more efficient buildings.   
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More recently, the ARRA is providing unprecedented levels of funding to states, 245 

localities and other entities to support the deployment of energy efficiency measures.  246 

The economic recovery programs will introduce in Illinois over $486 million in funding 247 

for weatherization, energy efficiency grants, efficient appliance rebates, and local energy 248 

efficiency improvements; of this, $469 million still remains to be introduced into Illinois’ 249 

economy in the future.12  Given the large percentage of statewide retail electricity sales 250 

and population in ComEd’s service territory,13 this part of the State might see a 251 

substantial share of the incremental energy efficiency and demand response programs 252 

funded in the State.  Of the programs with funding that has been awarded to entities in 253 

particular locales within Illinois, I estimate that $248 million will specifically go to 254 

communities in ComEd’s service territory.14  Presuming Illinois’ ARRA programs are 255 

successful, they will significantly impact the penetration of energy efficiency measures in 256 

the State and will likely have impacts (although uncertain in magnitude) on the level of 257 

                                                 
12 See ComEd Ex. 13.6.  As reported by the DOE, this funding for energy efficiency in Illinois 

includes: 

 $243 million for the Weatherization Assistance Program;   
 $101 million for the State Energy Program;     
 $112 million for the Energy Efficiency and Conservation Block Grant program;   
 $12 million for the energy efficient appliance rebate programs; and 
 $18 million for other related programs. 

13 In 2008, ComEd provided over three-quarters of retail summer peak demand and over half of 
the KWh sold in the year in Illinois.  Source: EIA 861 electric database.  

14 This estimate is based on the following calculation:   

 Of the $112 million awarded by DOE to Illinois for the Energy Efficiency and Conservation Block 
Grant program, $79 million was awarded to localities within ComEd’s service territory. 

 Of the $18 million awarded by DOE to Illinois for other programs, $16 million was awarded to 
localities within ComEd’s service territory. 

 To date, only $86 million of the $243 million awarded by DOE for the Weatherization Assistance 
Program funding has actually been granted.  Of this $86 million, $54 million, or 63 percent, has been 
awarded to localities within ComEd’s service territory.  Assuming the ComEd service territory 
receives this same share (63%) of all DOE funding for this program ($243 million), then $153 million 
will be awarded to localities within ComEd’s service territory.   

 Summing these dollar amounts together yields $248 million. 

For more information on data and sources, see ComEd Ex. 13.6.  
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revenues the electric distribution utilities can expect in future years, as their service 258 

obligations remain in place but their volumetric sales decline.   259 

Additionally, ComEd’s regional grid operator, PJM Interconnection, relies on 260 

increasing and significant demand-side, “demand-response” (“DR”) resources to supply 261 

many of the region’s wholesale product markets.15  PJM-wide, DR resources have 262 

increased fivefold since 2006, when 1,677 MW of such resources were signed up in the 263 

wholesale markets.  In the summer of 2010, PJM expects to have access to 8,525 MW.16   264 

Some of these resources will be available in the ComEd service territory, and while they 265 

will help to provide wholesale supply at a lower overall cost, they will continue the 266 

erosion of ComEd’s delivery revenues. 267 

The impacts on customer loads that will result from these ARRA programs, 268 

EISA-related appliance efficiency standards, and PJM DR programs are above and 269 

beyond the expenditures, energy savings, and demand-side uncertainties created by the 270 

energy efficiency programs implemented by ComEd pursuant to Section 8-103. 271 

                                                 
15 PJM permits demand-side response to supply resources into the energy market, the capacity 

market, and various ancillary service markets (e.g., regulation service, synchronized reserve markets). PJM 
Interconnection, “Demand Response Fact Sheet,” 2008, http://www.pjm.com/markets-and-
operations/demand-response/dr-reference-materials.aspx.  

16 This compares to generating capacity of 162,903 MW of generation available in PJM. PJM 
Interconnection, “Demand Response to Play Significant Role in Meeting PJM’s Higher Summer Peak 
Electricity Use,” May 5, 2010, http://www.pjm.com/~/media/about-pjm/newsroom/2010-
releases/20100505-summer-2010-outlook.ashx. 
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IV. ComEd’s Energy Efficiency Programs and their Implications for ComEd’s Finances 272 

Q. Has ComEd submitted plans and begun to implement energy efficiency programs 273 

since the enactment of Section 8-103?   274 

A. Yes, I understand that ComEd’s energy efficiency programs achieved 163,717 MWh of 275 

energy savings in the first plan year ending May 31, 2009.17  This was well above the 276 

statutory requirement of 148,842 MWh.18   277 

Q. Do ComEd’s rates currently reflect any ratemaking elements that provide in some 278 

way(s) for its energy efficiency programs?  279 

A. Yes.  As I mentioned, Section 8-103 allows ComEd to recover reasonable and prudently 280 

incurred expenses associated with the operation of its energy efficiency programs.   These 281 

costs are currently recovered through the Energy Efficiency and Demand Response 282 

Adjustment Rider (“Rider EDA”).  Rider EDA is a cost-tracker, in which rates are 283 

initially set based on forecast program spending and adjusted in subsequent years 284 

depending on whether actual allowed costs are greater or lesser than forecast costs.   285 

Q. Are direct program costs the only way that implementation of energy efficiency and 286 

demand response programs can affect a utility’s revenues and financial condition? 287 

A. No, as I suggested earlier, even if a utility company that administers energy efficiency 288 

programs recoups its direct costs associated with those programs, the utility will have 289 

reduced potential to generate revenues and earn its allowed return.  All else equal, the 290 

adoption by residential customers of utility-sponsored measures (or other energy 291 

                                                 
17 Commonwealth Edison Company, “Energy Efficiency / Demand Response Plan Annual Report, 

Plan Year 1, June 1, 2008 – May 31, 2009,” February 2010 ( “ComEd EE Plan Year 1”), page 10. This total 
reflects savings estimated by an independent evaluator. 
18 ComEd EE Plan Year 1, page 10. 
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efficiency measures, such as ARRA-financed weatherization services) will lower the 292 

customer’s electricity use and the size of his or her monthly energy bill.  In turn, all else 293 

equal, these same measures will reduce the utility’s revenues and its ability to cover its 294 

cost of providing service.   295 

Where data (on revenues, costs, and billing determinants, among other things) 296 

from a test year are used to establish new rates in a general rate case, energy efficiency 297 

measures adopted after that test year will negatively impact the utility’s revenues 298 

(compared to the circumstance in which those measures were not adopted).  As long as 299 

some portion of a customer’s bill is tied to his or her electricity usage level, whether 300 

measured in KWh or KW charges, then the adoption of energy efficiency programs that 301 

affect KWh and/or KW use will lower revenues billed and collected by the utility.  As 302 

additional measures are adopted in each year and measures adopted in prior years 303 

continue to create customer energy savings, the cumulative revenue erosion will continue 304 

to grow until the point at which the next new rates go into effect.    305 

In addition, there are other potential impacts that relate to the effect of energy 306 

efficiency in avoiding or delaying new investment by the utility, which may be viewed as 307 

an opportunity cost that can adversely impact utility prospects for financial growth – even 308 

where the energy efficiency programs are recognized as providing important economic 309 

and environmental benefits to customers.  Additionally, there are other risks (that I 310 

describe further, below). 311 

Q. Does ComEd receive any compensation for these other financial impacts of its 312 

energy efficiency programs?  313 
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A. Not at present.  ComEd is not subject to any ratemaking element that would either 314 

provide compensation for reduced sales or increased risk associated with its energy 315 

efficiency programs or policies, or that provides the same level of revenues irrespective 316 

of customer sales (e.g., revenue decoupling, certain rate designs19).  In addition, ComEd 317 

receives no positive financial incentives based on the performance of its energy 318 

efficiency programs, although it is subject to a penalty if it fails to achieve legislated 319 

targets for its energy efficiency programs.20    320 

Q. In states imposing aggressive energy efficiency and/or demand response targets that 321 

are comparable to (or even less aggressive than) those mandated in Illinois, are 322 

utilities provided with ratemaking adjustments to account for the financial 323 

consequences and incentive effects of energy efficiency policies?  324 

A. Yes.  While many other states with energy savings mandates as aggressive as Illinois 325 

provide for program cost recovery, just as does Illinois, as shown in ComEd Exs. 13.2 326 

through 13.5, most other states also incorporate some combination of lost-revenue 327 

adjustment, lost-profits adjustment, revenue decoupling, and shareholder financial 328 

incentives.  For example, Massachusetts has aggressive targets, program cost recovery, 329 

revenue decoupling and shareholder incentives.  Twelve states have allowed full revenue 330 

decoupling for electric utilities, and 18 states (including Illinois) have allowed revenue 331 

decoupling for a total of 35 natural gas utilities (with four more states’ determinations 332 

                                                 
19 I note that ComEd is proposing to modify its residential and “Watt-Hour” rates to implement a 

partial straight fixed/variable rate design over a three-year period.   
20 Under these penalties, if ComEd fails to achieve energy efficiency targets in either the second or 

third years of initial program implementation, it must pay up to $665,000 in each year to the Low-Income 
Home Energy Assistance Program.  220 ILCS 5/8-103(i). Further, if ComEd fails to achieve targets after 
the third year, then responsibility for implementing the energy efficiency/demand response programs would 
be transferred to the Illinois Power Agency. 
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still pending).21  Several regulatory jurisdictions have allowed a combination of 333 

ratemaking mechanisms designed to provide program cost recovery, capitalization of 334 

program expenditures with an allowed return, and/or an enhanced return on equity for 335 

achievement of energy efficiency targets.22  336 

                                                 
21 See ComEd Ex. 13.4 and American Gas Association, “Revenue Decoupling,” 2010, visited on 

May 11, 2010, http://www.aga.org/Legislative/RatesRegulatoryIssues/ratesregpolicy/Issues/Decoupling/. 
22  For example: 

 Indiana regulators have allowed Duke Energy Indiana to recover costs for certain “core-plus” energy 
efficiency programs using an energy efficiency rider and tied to the company’s proposed “save-a-watt” 
compensation model (based on the avoided cost of generation).  Duke Energy’s 2009 Form 10-K 
filing, filed February 26, 2010, page 85.  

 Entergy New Orleans’ tariff includes two mechanisms to recover costs indirectly tied to the company’s 
provision of energy efficiency programs: a “lost contribution to fixed costs,” and an “energy efficiency 
incentive mechanism,” with the latter allowing for an adjustment to the allowed rate of return tied to 
performance in achieving energy efficiency program goals, with a 25 basis point adjustment for 
accomplishing 100 percent of program goals and up to a 30 basis point adjustment for 125-percent 
achievement of program goals.  Entergy New Orleans, Inc., “Electric Formula Rate Plan Rider 
Schedule,” May 1, 2009, page 33.6.  

 Michigan allows its utilities to earn a return on their energy efficiency expenditures, after capitalizing 
program costs.  The return is equivalent to the allowed rate of return on investment.  Utilities are also 
allowed to earn a performance incentive if they exceed savings targets; these incentives are capped at 
15 percent of the program costs.  ACEEE, “Michigan,” Utility-Sector Policies Database, August 20, 
2009, visited on April 13, 2010, http://www.aceee.org/energy/state/michigan/mi_utility.htm.  

 Nevada allows its utilities to earn a bonus of up to 500 basis points above its allowed return on equity 
for approved costs of a utility’s energy efficiency program.  The program costs are recovered through a 
rate-adjustment mechanism between general rate cases. ACEEE, “Nevada,” Utility-Sector Policies 
Database, October 19, 2009, visited on April 13, 2010, 
http://www.aceee.org/energy/state/nevada/nv_utility.htm.   

 Wisconsin Power & Light has been allowed to earn a return on its energy efficiency program 
expenditures, based on the regular allowed return on investment.  ACEEE, “Wisconsin,” Utility-Sector 
Policies Database, visited on April 13, 2010, 
http://www.aceee.org/energy/state/wisconsin/wi_utility.htm  

 California adopted an approach that includes not only program cost recovery but also a sliding scale of 
shareholder incentives tied to outcomes on energy efficiency.  ACEEE, “California,” Utility-Sector 
Policies Database, January 20, 2010, visited on April 13, 2010, http://www.aceee.org/energy/ 
state/california/ca_utility.htm.  
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V. ComEd’s Proposed Adjustment for Energy Efficiency Programs  337 

Q. Please describe ComEd’s proposed ratemaking adjustment for energy efficiency in 338 

this rate case. 339 

A. ComEd has proposed to include a 40 basis-point adjustment on its allowed return on 340 

equity (“ROE”) to compensate it for the adverse financial impacts and increased risk it 341 

would incur under traditional ratemaking policy in Illinois and in light of both the State’s 342 

new requirements to implement aggressive energy efficiency and demand response 343 

measures for the benefit of electricity customers in Illinois and other similar initiatives at 344 

the state, regional, and federal level.   345 

Q. What is the purpose of the proposed ROE adjustment?   346 

A. In effect, this adjustment to the allowed return would serve to provide a revenue stream to 347 

mitigate the increased risk that would almost certainly arise under the combined effects 348 

of (a) aggressive and successfully implemented demand-side programs, including those 349 

mandated under the Act, and (b) application of traditional ratemaking practices in the 350 

State.  As part of an overall package of ratemaking elements (including an appropriate 351 

revenue requirement), the inclusion of this basis-point adjustment would compensate 352 

ComEd for the incremental risks and lost sales volume imposed by Section 8-103 and 353 

other public policies and initiatives aimed at reducing customers’ overall cost of energy 354 

through the application of aggressive energy efficiency targets.  The adoption of a basis-355 

point adjustment would positively support ComEd’s efforts to help assure that these 356 

customer benefits would not be achieved at the expense of ComEd’s financial health.  357 

Simultaneous support for energy efficiency and a financially sound electric distribution 358 
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company is sound ratemaking practice and is good for customers in the short and long 359 

run.  360 

Q. Please explain why some kind of ratemaking adjustment is needed (relative to 361 

traditional ratemaking policy) in Illinois at this time. 362 

A. Now that ComEd has begun to implement the energy efficiency and demand-response 363 

programs called for in Section 8-103, there will be new risk related to the uncertainty of 364 

customer loads and revenue streams that affects ComEd’s management of the distribution 365 

business, and revenue shortfalls that would start on the day that new rates go into effect 366 

and would rise over time as energy efficiency-related savings deepen in ComEd’s service 367 

territory.  Without a clear action by the Commission to address this issue in this rate case, 368 

at best the rate case order would tend to penalize ComEd and fail to fully support robust 369 

compliance with the statute, and also send very mixed messages about the expectations 370 

for financially healthy utilities and their pivotal role in deploying energy efficiency.  At 371 

worst, the rate order would send a signal that Illinois wants to provide energy savings for 372 

its electricity customers but is willing to do so in a way that would contribute to eroding 373 

investors’ confidence in ComEd’s ability to repay its financial obligations and provide 374 

steady returns.  Without such action, in the short term, ComEd would likely be better off 375 

if it were to simply, consistent with the letter of the law, pay a penalty for failing to 376 

accomplish the KWh and KW reduction targets and thus avoid having its shareholders 377 

absorb the lost revenues and increased risk in the future.  Under the law, the penalty for 378 

non-performance is a known and predictable amount of money, and is small relative to 379 

the revenues that a company would stand to lose from aggressive compliance to achieve 380 

the targeted program expenditures and energy efficiency reductions.  Providing a 381 
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ratemaking mechanism that addresses the increased risk for ComEd’s sales shortfalls that 382 

would arise from aggressive energy efficiency is a reasonable regulatory companion 383 

policy to the mandates in the Illinois statute, and will lend positive support to ComEd’s 384 

financial health to offset these risks.  ComEd has proposed this ROE adjustment as the 385 

mechanism to do so.  As an observer of public policy with long experience in utility 386 

regulation, I think that the 40 basis-point adjustment provides a reasonable level of 387 

revenues to (1) remove a potential conflict between the interests of customers and 388 

shareholders; (2) send proper regulatory signals to all, including the investment 389 

community; (3) create positive support for energy efficiency; and (4) mitigate the 390 

combined effects of increased risk and diminished sales. 391 

Q. Why is the proposed ROE adjustment a reasonable way to avoid either of the 392 

undesirable outcomes you have just described?    393 

A. There are various ways to address these mixed messages and send a clear signal to the 394 

financial community that says, in effect, that Illinois seeks to support both the interests of 395 

its customers in implementing cost-effective and aggressive energy efficiency programs 396 

as well as ComEd’s financial health.  Many states use different options, reflecting a 397 

combination of approaches, designed to reduce regulatory lag, ensure revenue adequacy, 398 

align risk and reward, and so forth.   399 

In my view, there is not a single right way to construct a ratemaking package to 400 

accomplish this.  Whatever package is adopted, it needs to be a combination of strong 401 

regulatory and ratemaking policies that produce benefits for customers directly (e.g., 402 

through support for cost-effective energy efficiency programs) and indirectly (e.g., 403 

through policies that support financially healthy utilities).    404 
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In this case, ComEd has proposed an approach designed to support its pursuit of 405 

aggressive energy savings outcomes and its ability to generate revenues that support its 406 

credit quality.  In the following discussion I will show why a 40 basis-point adjustment is 407 

reasonable in light of the risks posed to ComEd by the pursuit of energy efficiency 408 

programs. 409 

Q. Can you provide some quantification of the risks ComEd faces because of the 410 

energy efficiency programs you have described? 411 

A. Yes.  The introduction of strong energy efficiency programs – not only as a result of 412 

those programs authorized and directed by Section 8-103, but also those introduced by 413 

the ARRA and other public policies – increases risk for ComEd in a number of ways.   414 

First, as a distribution utility, ComEd faces increased prudency risk.  Section 8-415 

103 requires ComEd to prudently manage its energy efficiency budget, expenditures and 416 

energy savings outcomes in order to accomplish measured and verified savings.  417 

ComEd’s expenditure of funds over the twelve months of one particular year will be 418 

subject to measurement and verification and reporting in the year following the 419 

implementation of the measures (and expenditure of the program dollars).  A 420 

Commission order finalizing cost recovery would be expected at the end of that 421 

reporting/assessment year.   422 

For example, as shown in ComEd Ex. 13.7, the dollars expended by ComEd in 423 

Plan Year 2008/2009 (i.e., $34 million) have been reported to the Commission in 2009, 424 

with evaluation underway since then.  As of this writing (in June 2010), an order has not 425 

yet been issued by the Commission closing the issue of cost recovery for Plan Year 1’s 426 

$34 million program expenditure.  Practically speaking, the second Plan Year 427 



Docket No. 10-____ 
ComEd Ex. 13.0 

Page 23 of 28 

(2009/2010) funds have also been expended by now, adding another $64 million for a 428 

total of $98 million still outstanding, in terms of final Commission determination as to 429 

prudency cost-recovery risk.  In the current Plan Year 3 (2010/2011), ComEd plans to 430 

spend another $120 million.  Thus prior to the end of 2011 and depending upon the 431 

timing of the Commission’s orders on Plan Years 2 and 3, there could be as much as 432 

$264 million exposed to prudency risk.23  Assuming there is some chance that the 433 

Commission might find that program dollars were not reasonably or prudently expended, 434 

some portion of that amount may not be allowed for recovery in rates.  (For example, a 435 

five percent disallowance would range from $3.2 million in Plan Year 2009/2010, to $8 436 

million in Plan Year 2011/2012 and in Plan Year 2012/2013.)  Without certainty of cost 437 

recovery, then, these programmatic activities would increase the prudency risk ComEd 438 

will experience in the future.  As program expenditures increase over the upcoming 439 

years, that exposure will rise.     440 

Second, the State and federal policy goals to effectuate much larger energy 441 

savings through energy efficiency measures and standards introduce a new form of risk 442 

around which ComEd must manage its business.  The load-side risk relates to the fact 443 

that ComEd may plan for a particular penetration of energy efficiency measures, but 444 

customers’ actual adoption of measures and their actual performance over time will be 445 

subject to a degree of uncertainty.  This results not just from the implementation of 446 

ComEd’s demand-side programs, but also from risks arising out of the effects of 447 

implementing other public programs (e.g., the ARRA), policies (e.g., EISA appliance 448 

                                                 
23 This figure assumes that: Plan Year 1 (2008/2009) expenditures would have been resolved by a 

Commission order by then; Plan Year 2 and 3 expenditures ($64 million and $120 million, respectively) 
would have been made, but not yet closed in a Commission order; and half of Plan Year 4 expenditures 
($80 million, or half of the $160 million for that year) would have been made but would not yet be ripe for 
reporting to and review by the Commission.  See ComEd Ex. 13.7. 
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efficiency standards), and requirements under Section 8-103, including programs funded 449 

by ComEd and implemented by DCEO, as well as such other energy savings initiatives 450 

promoted by ComEd (as described in the testimony of Mr. Jensen and Ms. Montague).   451 

(As noted in ComEd Ex. 13.6 and above, I estimate the expenditure level associated with 452 

ARRA programs in ComEd’s service territory during the 2009-2011 period (the 453 

estimated time period for ARRA activity) to be $248 million, which is quite comparable 454 

to the expenditures ComEd is making on energy efficiency programs during 2010-2011, 455 

and thus represents a significant infusion of new funding for incremental efficiency 456 

measures.)  While it is not new for utilities to face a degree of load-level and load-shape 457 

risk as a result of such factors as weather, economic activity or price-elasticity of demand 458 

(including as a result of commodity price changes), the combination of these various 459 

demand-side initiatives has introduced a new source of risk and uncertainty for the utility 460 

in managing its service.   461 

The amount of lost revenues can reasonably be expected to grow over time as the 462 

size of the energy efficiency program expenditures and resulting energy savings also 463 

grows.  In 2010, for example, lost revenues from energy efficiency and demand-response 464 

programs introduced in that year and in prior years (2008 and 2009) are estimated to 465 

amount to $9.3 million.  (See ComEd Ex. 13.9.24)  (These lost revenues only reflect 466 

activity in ComEd’s portfolio of programs, and not those funded by ComEd but 467 

implemented by the DCEO.)  Taking into account lost revenues that occurred in prior 468 

years, by the end of 2010 (in other words, approximately up to the period when new rates 469 

                                                 
24 The calculations in ComEd Ex. 13.9 are based on current rates, and reflect neither the effects of 

an increase in estimated lost revenues associated with a higher revenue requirements (as proposed by 
ComEd in this case) nor of a decrease in estimated lost revenues associated with residential and Watt-Hour 
customers which would result in future years as part of the phase-in of partial straight fixed/variable rates 
(as proposed by ComEd in this rate case).  
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are expected to go into effect), the lost revenues would total $12.7 million.  Under 470 

traditional ratemaking, ComEd would never recoup these losses, because new rates are 471 

prospective only.  The 2011 lost revenues would be $15.75 million and cumulative lost 472 

revenues by then would be $28.5 million (under current, not proposed rates).   In 2012, 473 

cumulative lost revenues would be $57.1 million; at the end of the following year, 474 

cumulative lost revenues would be $94.7 million.25    475 

The effects of the various other energy efficiency programs (such as those funded 476 

by ARRA or administered by DCEO) on ComEd’s customer loads cannot reasonably be 477 

known at present (because many of them do not yet appear to be programmed, let alone 478 

implemented).  Their success in introducing new energy savings is similarly uncertain.   479 

As shown in ComEd Ex. 13.8, assuming spending of $250 million on ARRA-funded and 480 

other public policy programs supporting energy efficiency (above and beyond the 481 

statute), then it would be reasonable to assume that an additional $24 million in revenues 482 

would be at risk in 2011 and subsequent years.  To the extent that these programs 483 

accomplish significant energy savings, they will be achieving one of their stated purposes 484 

(besides economic recovery and job creation/retention), and they will affect uncertainty 485 

and risk relating to ComEd’s loads – and will reduce its revenues (all else equal). 486 

Third, there are some other intangible risks.  For example, the combined effect 487 

of the prudency and load-related risks may exacerbate ComEd’s credit quality, which I 488 

understand may be at risk of slipping back into non-investment grade.26  Additionally, if 489 

ComEd must seek revenues through more frequent rate cases, this could increase 490 

                                                 
25 Again, these amounts are based on estimates that reflect current ComEd rates.  
26 I understand that the issue of ComEd’s overall financial health is addressed in the Direct 

Testimony of Susan D. Abbott. 



Docket No. 10-____ 
ComEd Ex. 13.0 

Page 26 of 28 

uncertainty about future revenues and earnings, because of uncertainty over the outcomes 491 

of those cases.  This outcome would increase ComEd’s regulatory risk.  ComEd will also 492 

face a relatively small risk of exposure to Section 8-103’s penalties, amounting to $1.3 493 

million27 for a large distribution company like ComEd.  Under the provisions of the 494 

statute, this is a non-symmetrical risk. 495 

Q. How do these risks support a 40 basis-point adjustment to the ROE, as opposed to 496 

some other level of ROE adder?  497 

A. There are several reasons why the 40 basis-point ROE adder should be adopted by the 498 

Commission.  The starting point is the need to compensate ComEd for the array of risks 499 

created by the various demand-side policies and initiatives that tend to lower sales to its 500 

customers, and particularly the energy savings and load reductions mandated by Section 501 

8-103.  By offsetting these risks in a meaningful way, the Commission can also send a 502 

clear and positive regulatory message that it supports a package of ratemaking policies 503 

that are both compelling for customers and capable of providing ComEd a reasonable 504 

opportunity to earn the allowed rate of return.  A ROE adder in the range of 25 to 50 505 

basis points would accomplish those objectives for ComEd, given its circumstances, and 506 

would constitute reasonable ratemaking policy.  This positive message would be that the 507 

Commission has taken actions to assure both energy savings and a financially healthy 508 

company for the benefit of both customers and shareholders.    509 

The reasonableness of a 40 basis-point adder is tied to the combined effects of 510 

prudency risk, load-related risk, risk of performance penalties, and lost revenues 511 

                                                 
27 Section 8-103 provides for a penalty of $665,000 per year for two years (compliance years 2 and 

3).  Were a company to continue to fail to comply after that three-year period, then responsibility for 
implementing energy efficiency programs would be turned over to the State of Illinois.  
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associated with the demand-side programs, and can be shown by the following: 512 

Assuming a $7.7 billion rate base, for example, a 40 basis-point ROE adjustment would 513 

be equivalent to a $30.8 million expense item in ComEd’s cost of service.  Taking into 514 

account the effects of prudency risk, load-side risk, performance-penalty risk, credit 515 

quality risk, and regulatory risk that I discussed in my previous answer, as well as the 516 

desirability of accomplishing the substantive objectives of Section 8-103 (and not the 517 

mere payment of the penalty), a 40 basis-point adjustment is appropriate to capture these 518 

combined effects of energy efficiency programs on ComEd’s revenue streams.   519 

Q. Do any other considerations support the proposed adjustment? 520 

A. Yes, I can think of several.  First, to the extent that the Commission incorporates the 521 

proposed ROE adjustment to the allowed ROE, the chances are increased that ComEd 522 

will not have to file a new rate case as soon as it otherwise would, to make up for the 523 

near-certain loss of revenues that it could reasonably expect in the absence of the State’s 524 

energy efficiency targets.  While I am not advocating for or against long periods of time 525 

between rate cases, I recognize that they are expensive undertakings for the Commission, 526 

the utility, and for intervenors, and introduce not only regulatory burdens but rate-level 527 

uncertainty for all parties, including consumers and the utility alike.  528 

Additionally, even if the Commission were to adopt ComEd’s rate design 529 

proposal in this case (which, I understand, would transition distribution rates for 530 

residential and Watt-Hour customers to a partial straight fixed/variable rate design for all 531 

customers over a three-year time period), in the near term this rate redesign would go 532 

only part of the way towards addressing the inevitable revenue shortfalls and inadequate 533 

compensation for increased risk that ComEd will experience starting as soon as the new 534 
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rates go into effect in 2011.  As I mentioned previously, the introduction of the proposed 535 

rate design changes over a three-year period would mitigate some of the lost revenues I 536 

showed on ComEd Ex. 13.9; but on the other hand, those estimates did not reflect any 537 

increases associated with a new revenue requirement adopted in this case. 538 

Finally, without some form of material ratemaking mechanism – such as would be 539 

reflected by a 40 basis-point adder – to assure adequate revenues, ComEd’s rates would 540 

be neither just nor reasonable from an economic point of view, since they would not 541 

reflect the cost to provide service.  There would also be an inherent inconsistency 542 

between Illinois’ programmatic requirement that energy efficiency measures be 543 

implemented (at the pain of penalty) by distribution utilities, on the one hand, and the 544 

ratemaking outcomes that would necessarily mean revenue inadequacy and inadequate 545 

compensation for additional risks introduced by energy efficiency programs, on the other.     546 

The goal of setting rates that reflect the cost of providing service cannot be met without 547 

some ratemaking adjustment to compensate ComEd for the negative financial impacts 548 

associated with the State’s important energy efficiency goals.  ComEd’s proposal is 549 

consistent with supporting economical outcomes for customers and fair outcomes for 550 

ComEd.   551 

Q. Does this conclude your testimony? 552 

A. Yes it does. 553 


