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Introduction 1 

 2 

Q. Please state your name and business address. 3 

A. My name is Eric P. Schlaf.  My business address is 527 East Capitol Avenue, Springfield, 4 

Illinois, 62701. 5 

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

A. I am employed by the Illinois Commerce Commission ("Commission") as a Senior 7 

Economic Analyst in the Energy Division.   8 

Q. Please state your educational background and professional experience. 9 

A. I obtained a B.A. in 1982 from the University of Illinois at Champaign-Urbana.  I received 10 

an M.A. in Economics in August 1984 and a Ph.D. in Economics in June 1991 from the 11 

University of Illinois at Chicago. 12 

 I joined the Commission in March 1990, serving in the Least-Cost Energy Program.  In 13 

March 1992, I moved within the Commission to the Office of Policy and Planning.  The 14 

Office of Policy and Planning was subsequently merged into the Energy Division.  I have 15 

also taught numerous courses in economics and statistics at the University of Illinois at 16 

Chicago, Roosevelt University, and the University of Illinois at Springfield (formerly 17 

Sangamon State University). 18 

Q. Have you previously testified before the Commission? 19 

A. Yes, many times.  20 
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Purpose of Testimony 21 

 22 

Q. What is the purpose of your direct testimony in this proceeding? 23 

A. The purpose of my direct testimony is to comment on the Commonwealth Edison 24 

Company (“ComEd” or “Company”) proposal to include the terms DAADC, SMADC, 25 

SMCAADC , and APADC, which represent the collection of costs associated with future 26 

smart grid investments, in Rate ACEP, the tariff ComEd proposes for adoption in this 27 

proceeding. 28 

Q. What conclusions do you reach in this testimony? 29 

A. I reach the following conclusions: 30 

 31 

1. ComEd is seeking Commission approval to establish a cost recovery mechanism 32 

for smart grid programs that it intends to submit for approval in approximately 33 

one year.   I disagree with ComEd’s claim that benefits will be lost or delayed 34 

unless the Commission approves the inclusion of terms representing the costs of 35 

these future programs in Rate ACEP, the tariff it is submitting for approval in this 36 

proceeding.   I therefore recommend that the smart grid cost recovery terms 37 

DAADC, SMADC, SMCAADC , and APADC be deleted from Rate ACEP. 38 

 39 

2. The Commission should direct ComEd to follow the policy guidelines adopted in 40 

the upcoming Smart Grid Policy Docket when ComEd submits future smart grid 41 

proposals under Sec. 9-244. 42 

  43 

 44 

Q. Please describe ComEd’s proposal in this proceeding as it pertains to smart grid 45 

investments. 46 

A. In this proceeding, ComEd is seeking Commission approval to collect costs of alternative 47 

regulation programs through Rate ACEP.  Rate ACEP includes terms that represent costs 48 
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associated with future smart grid programs.  As ComEd is not asking for approval of any 49 

specific smart grid investments in this proceeding, these terms -- DAADC (“Distribution 50 

Automation Assessment”),SMADC (“Smart Meter Assessment”), APADC (“Approved 51 

Program Assessment”), and SMCAADC (“Smart Meter Customer Applications 52 

Assessment”) -- would be equal to zero until the time that those programs are approved 53 

and ComEd starts spending money on them.  According to ComEd’s petition, future 54 

smart grid programs would include the installation of 190,000 advanced meters and 55 

distribution automation equipment, at an expected budget of $125 million.  (Verified 56 

Petition, page 9) 57 

Q. Please comment on this proposal. 58 

A. ComEd is asking the Commission to approve a cost recovery methodology that would be 59 

applicable to the distributed automation and advanced metering programs that ComEd 60 

may propose in the future.  However, ComEd has provided little for the Commission to 61 

review other than the cost recovery mechanism.  ComEd has provided no information 62 

about these programs other than an expected budget and a general description of the 63 

programs.  I conclude that in the absence of detailed information about the programs, 64 

including cost information and other programs details, it would be inadvisable to 65 

assume that the particular cost recovery methodology proposed in this proceeding 66 

would be suitable for these future programs.  Additionally, as explained below, ComEd 67 

has other opportunities to seek cost recovery of smart grid programs.  I therefore 68 
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recommend that the smart grid terms DAADC, SMADC, APADC and SMCAADC be deleted 69 

from Rate ACEP. 70 

Q. When is ComEd expected to submit smart grid proposals to the Commission? 71 

A. Under the timetable of smart grid activities that Dr. Hemphill discusses in his testimony, 72 

ComEd plans to submit smart grid implementation proposals to the Commission about 73 

one year from now, or approximately November 1, 2011.  (ComEd Ex. 1.0, p. 17, lines 74 

350-356) 75 

Q. Please discuss these smart grid activities. 76 

A. The Commission’s Order in Docket No. 07-0566, ComEd’s last rate proceeding, described 77 

a series of activities connected with smart grid implementation:   78 

 In summary, Rider SMP is adopted for the limited purpose of implementing 79 

Phase 0 of AMI deployment, following the six month AMI Workshops and 80 

Commission approval, as discussed above. The results of Phase 0 will be 81 

analyzed by ComEd and brought to the Statewide Smart Grid Collaborative. 82 

The Statewide Smart Grid Collaborative should begin to immediately 83 

consider smart grid policy issues in Illinois. That collaborative process is to be 84 

followed by a Commission docket to adopt specific goals and policy 85 

framework related to the deployment of a smart grid in Illinois. Thereafter, 86 

ComEd may file a plan for implementation and re-file its request for rider 87 

recovery of smart grid investments.  (Order, Docket No. 07-0566, p. 143) 88 

 89 

The smart grid activities have included, and will include, the following:  Docket No. 09-90 

0263, in which ComEd proposed and the Commission approved ComEd’s ongoing 91 

Advanced Metering Infrastructure (“AMI”) pilot program; the Illinois Statewide Smart 92 

Grid Collaborative (“ISSCGC”), which concluded on October 1, 2010 with the submission 93 
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of a report to the Commission; the Smart Grid Policy Docket, which the Commission is 94 

expected to soon initiate; and, the analysis of the AMI pilot program, which Dr. Hemphill 95 

indicates should be completed around October 1, 2011.   96 

Q. What are ComEd’s arguments for proposing a cost recovery mechanism in this 97 

proceeding?  98 

A. Dr. Hemphill offers the following arguments: 99 

Now is exactly the right time to consider such a mechanism.  If we 100 

wait to begin that task until after we have finished deciding what 101 

technologies ought to be deployed, benefits will be delayed or 102 

lost and customers will lose out.  By delaying, Illinois also risks 103 

ceding its important role in guiding the development and 104 

deployment of Smart Grid technologies. Other utilities and states 105 

are already moving forward and their preferences and decisions 106 

will guide the development of future technology. Chicago is a 107 

world-class city and Northern Illinois is a huge market.  We should 108 

be guiding our own Smart Grid destiny, not standing by waiting 109 

for another rate case to come around before starting to talk about 110 

a process for implementation, cost recovery, and incentives 111 

(ComEd Ex. 1.0, p. 15, lines 309-317). 112 

 113 

Later in his direct testimony, Dr. Hemphill offers an additional argument: 114 

 115 

Without a mechanism to go forward, the benefits to customers, 116 

[the] Northern Illinois economy, and society will be delayed and 117 

lost (Id., p. 16, lines 329-330, emphasis in original). 118 

 119 

Q. Please comment on Dr. Hemphill’s arguments for ComEd’s proposal that the 120 

Commission must consider, and presumably approve, a smart grid cost recovery 121 

mechanism in this proceeding. 122 

A. I do not agree with Dr. Hemphill’s contention that benefits would be lost or 123 

delayed if ComEd does not receive assurance of cost recovery for future smart 124 
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grid programs.  ComEd’s timetable for submitting smart grid programs for 125 

approval under Sec. 9-244 after the conclusion of the Policy Docket and 126 

following the analysis of the AMI pilot program follows the timetable described 127 

in the Docket No. 07-0566 Order.  By following that timetable, no benefits would 128 

be delayed or lost unless ComEd determines that it will discontinue its interest in 129 

smart grid investments if its cost recovery proposal is not approved in this 130 

proceeding.   131 

Q. Do you expect ComEd to cease evaluating smart grid technologies if the Commission 132 

does not approve a smart grid cost recovery mechanism in this proceeding? 133 

A. No, I do not, at least with respect to advanced metering.  To the best of my knowledge, 134 

ComEd has been studying advanced meters for several years; for example, it submitted 135 

a full deployment proposal to the Commission in the 07-0566 docket1 and also applied 136 

for federal funding through the stimulus program to expand its metering program.2  137 

Thus, even if the Commission accepts my recommendations with respect to the smart 138 

grid cost recovery mechanism, it would be very surprising to me if ComEd suspended its 139 

evaluation of advanced metering, especially if analysis of the AMI pilot program 140 

indicates that further metering deployment could be cost-effective. 141 

 142 

                                                           
1 See Docket No. 07-0566, ComEd Ex. 16.0 (Corrected), pages 3-4, lines 59-67. 
2 ICC Docket No. 09-0407, Company Petition, Attachment A 
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Q. If ComEd does not receive approval to fund future smart grid programs through Rate 143 

ACEP, does ComEd have smart grid cost recovery alternatives available to it other than 144 

the cost recovery proposal it has offered in this proceeding? 145 

A. Yes.  One alternative is to file an alternative regulation proposal following the Policy 146 

Docket and the completion of the analysis of the AMI pilot program.  Doing so would 147 

not delay any potential benefits and would enable the Commission to evaluate the cost 148 

recovery proposal in the context of the actual program to determine whether the cost 149 

recovery proposal is appropriate.   Moreover, it would be consistent with the Docket No. 150 

07-0556 Order, which, as noted above, stated that, “Thereafter, ComEd may file a plan 151 

for implementation and re-file its request for rider recovery of smart grid investments.”  152 

A second alternative is cost recovery through rate-of-return regulation.  A third 153 

alternative might be for ComEd to seek cost recovery through a rider (assuming it is a 154 

legally viable option).   155 

Q. Dr. Hemphill states that, “By delaying, Illinois also risks ceding its important role in 156 

guiding the development and deployment of Smart Grid technologies.  Other utilities 157 

and states are already moving forward and their preferences and decisions will guide 158 

the development of future technology.” Please comment. 159 

A. First, as I stated above, I disagree with the argument that there would be a delay of 160 

benefits if ComEd’s proposal is not approved.  Second, the existence of the ISSGC 161 

demonstrates that Illinois is guiding its “own Smart Grid destiny” with respect to smart 162 

grid development.  Third, a major portion of the ComEd’s near-term smart grid plans 163 
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does not appear to consist of new programs, but rather of an expansion of the existing 164 

AMI pilot program.  I would expect that very similar if not identical technology would be 165 

used in an expanded AMI program.  (ComEd Ex. 3.0, p. 6, lines 106-109) Fourth, Dr. 166 

Hemphill has presented no evidence that smart grid deployment decisions by other 167 

states would limit the type of technology that might be available to ComEd in the future.  168 

Smart Grid Policy Docket 169 

 170 

Q. Dr. Hemphill describes the information that ComEd would provide in a future smart 171 

grid proposal.  Dr. Hemphill states that “Finally, we hope that the Commission’s Smart 172 

Grid Policy Docket will provide additional guidance concerning other filing 173 

requirements based on the recommendations that we understand will be made by the 174 

ISSGC.” (ComEd Ex. 1.0, p. 16, lines 342-344) Please comment. 175 

A. As Dr. Hemphill notes, the Policy Docket may provide guidance to utilities about the 176 

content of smart grid proposals.  Although the Commission has not yet opened the 177 

Policy Docket, presumably the docket will consider some of the issues discussed in the 178 

ISSGC, including the type and amount of information that utilities should file with smart 179 

grid proposals.3    However, it is unclear to what extent any policy decisions the 180 

Commission might make in the Policy Docket would apply to filings under Sec. 9-244, 181 

including the smart grid proposals ComEd intends to make subsequent to the conclusion 182 

of the Policy Docket.  I note that while Dr. Hemphill states that ComEd hopes that the 183 

                                                           
3
 The “Illinois Statewide Smart Grid Collaborative:  Collaborative Report”, dated September 30, 2010, is available 

on the Commission’s website at www.icc.illinois.gov. 
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Commission will provide policy guidance, he does not state whether ComEd believes it 184 

would be bound by any such policy decisions when it offers smart grid proposals under 185 

Sec. 9-244 or whether ComEd intends to file Sec. 9-244 smart grid proposals in 186 

conformance with the outcome of the Policy Docket.  In particular, I am concerned that 187 

the information that Dr. Hemphill states that ComEd will file with a future Sec. 9-244 188 

smart grid proposal appears to fall short of the amount and type of information that 189 

many ISSGC participants concluded would be needed to support a smart grid proposal.4   190 

Q. Do you have a recommendation in this with respect to future Sec. 9-244 smart grid 191 

filings? 192 

A. Yes.  I recommend that the Commission state in its order that any future Sec. 9-244 193 

filing in which ComEd seeks approval to commence smart grid projects that ComEd 194 

conform its proposal to meet any requirements, policies, or other guidelines that result 195 

from the Smart Grid Policy Docket.   196 

Conclusion 197 

 198 

Q. Please summarize your testimony. 199 

A. The Commission should not approve the inclusion of the placeholder smart grid cost 200 

recovery terms DAADC, SMADC, SMCAADC , and APADC in Rate ACEP.  ComEd does not 201 

intend to submit smart grid proposals for approval for at least another year and ComEd 202 

will have opportunities to propose a cost recovery mechanism at that time.  Also, the 203 

                                                           
4
 See the Collaborative Report, pp. 247-255. 
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Commission should require ComEd to follow any guidelines adopted in the Smart Grid 204 

Policy Docket in any future Sec. 9-244 filing in which ComEd seeks approval of smart grid 205 

projects. 206 

Q. Does this conclude your direct testimony? 207 

A. Yes, it does. 208 


