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AARP1 hereby submits its arguments in this Initial Brief pursuant to the briefing 

schedule issued by the ALJ’s order on September 22, 2010.  AARP reserves the right to 

submit responses in its Reply Brief to any arguments made in the initial briefs of other 

parties.  AARP also reserves the opportunity to present additional arguments on any 

issues set for oral argument by the Illinois Commerce Commission. 

 

I. Introduction 

On August 31, 2010, Commonwealth Edison Company (“ComEd”) filed the 

Petition initiating this case, requesting a “pilot program” version of an “alternative 

regulation plan” which it alleges  to be consistent with Section 9-244 (“Illinois Alternative 

Regulation Plan Law “) contained within the Illinois Public Utilities Act (“PUA”), 22- ILCS 

                                                 
1
 In 1999, the “American Association of Retired Persons” changed its name to simply “AARP”, in recognition of the fact 

that people do not have to be retired to become members.  AARP is a non-profit corporation that has been granted tax exempt 
status under Section 501(c)(4) of the Internal Revenue Code as a social welfare organization.  
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Act 5/9.  However, ComEd’s proposal in this case is not an appropriate “alternative rate 

regulation” plan and should be rejected by this Commission.  .   

ComEd wants the Commission to approve a pilot program without any evaluation 

plan to govern the decision as to whether the pilot was beneficial to customers or 

whether it delivered the benefits that ComEd has promised would occur as a result of 

these proposed investments.  ComEd has not identified any performance standard 

(other than keeping within a negotiated budget) that would govern cost recovery or that 

would link this recovery of costs to the delivery of actual benefits to customers in the 

form of lower costs, more efficient operations, increased reliability of service, or any 

other indicator that would link the promised benefits from each of these five investment 

proposals to its cost recovery formula.  In other words, ComEd’s plan is a “test” of 

whether it can make investments that conform to a predetermined and negotiated 

budget for selected investments.   AARP Ex. 2.0, p. 4.  Furthermore, ComEd has 

selected several unrelated investment proposals, one of which (the Smart Grid) is not 

even identified in terms of a specific proposal, but which is estimated to cost $95 million 

in capital costs and $30 million in O&M costs, and others of which bear no relationship 

to the need for an alternative rate plan for recovery of costs.  AARP Ex. 1.0, p 2.   

The proposal fails to conform to either option of alternative regulation set out in 

the statute, and it does not meet the necessary criteria that the Commission would need 

to find in order to approve it.  Rather than presenting a new method of regulation that is 

designed to result in lower rates or more efficient operations, ComEd’s proposal in this 

case appears to be merely an attempt to raise rates through an additional surcharge 

mechanism, called “Rate ACEP”.  This new “rate” bears a striking similarity to “Rider 
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SMP” (a ComEd mechanism recently struck down in the Illinois Appellate Court, Second 

Judicial District, Gen. No. 2-08-059).  This mechanism has now been dressed up to 

masquerade as “alternative regulation”, without meeting the statutory requirements of 

Section 9-244. 

AARP retained Barbara Alexander to perform an analysis of ComEd’s proposal in 

this case.  Ms. Alexander is a consumer protection expert with considerable experience 

regarding the cost recovery, tariff design and evaluation of alternative regulation plans, 

including several successfully implemented alternative regulation plans.  AARP Ex. 1.0, 

p. 5; AARP Ex. 2.0, p. 11.  Ms. Alexander’s Direct and Rebuttal Testimony outlines 

numerous defects in ComEd’s so-called “alternative regulation” Rate ACEP proposal, 

and therefore, recommends that the Commission reject it.  AARP Ex. 1.0 and Ex. 2.0.  

In urging a rejection of Rate ACEP, AARP’s testimony is generally consistent with the 

recommendations of the Illinois Attorney General’s Office (“AG”), the Citizen Utility 

Board (“CUB”), the Illinois Industrial Energy Consumers (“IIEC”) and the Commission 

Staff (“Staff”) in this case. 

AARP’s primary interest in this case relates to how ComEd’s proposal would 

impact its electric customers who are over 50 years of age.  AARP members represent 

a meaningful cross-section of ComEd’s residential customers; however, a substantial 

percentage of AARP’s members live on fixed or limited incomes, and thus rely heavily 

on the ability to affordably access it.  AARP Ex. 1.0, p. 1.  Moreover, many such 

customers have been impacted particularly hard by the recent recession, and AARP 

asks that the Commission take this reality into account as it analyzes ComEd’s proposal 

in this case. 
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II. ComEd’s Proposal 

As presented by ComEd witness Mr. Ross Hemphill, the Company is presenting 

an alternative regulation “pilot”, consists of “advanced technologies and accelerating 

infrastructure reinvestment” which are designed to “benefit customers.”  ComEd Ex. 1.0, 

p. 3.  However, according to Mr. Hemphill these “benefits” can only be achieved if the 

Company can obtain permission to fund these investments by means of a surcharge or 

tracker mechanism rather than through traditional base rate cases.  The Company also 

suggests that its proposal establishes “a means for the Commission to review, guide, 

and approve those initiatives before and during their implementation.”  ComEd Ex. 1.0, 

p. 4.   The pilot is (rather abstractly) intended to “benefit customers in and of itself and 

be a pilot of incentive regulation more generally.”  ComEd Ex. 1.0, p. 5.  Specifically, 

ComEd proposes five initiatives: 

 (1) A “mechanism” for yet-to-be-determined Smart Grid investments that 

that are not identified in this filing, but that would be approved in a future Smart 

Grid Policy docket.   

 (2)  Two investments in ComEd’s distribution system:  $45 million for 

accelerated reinvestment in urban underground facilities; and $5 million for 

different types of electrically powered vehicles that would be used in ComEd’s 

vehicle fleet. 

 (3)  A proposal to spend $10 million each year for two years for low 

income customers and recover those costs from ratepayers. 

 (4)  A proposed process to actually determine program budgets and 

program design details in advance of ComEd’s implementation of any of these 
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programs.  The corresponding capital and O&M budgets for each program would 

be approved in advance and then reviewed as part of a biennial review process. 

 (5)  A proposed 21-page tariff with a new Rate ACEP (Accelerated 

Customer Enhancements Pilot) which sets forth a mechanism for cost recovery 

in which ComEd would “commit” to capital investment and O&M budgets 

approved in advance by the Commission.  With regard to recovery of O&M 

expenses, ComEd would recover those costs as they are incurred, but only up to 

budgeted amounts, and with a predetermined credit to customers equal to 5% of 

O&M expenses, capped at $2 million.  With regard to capital costs, ComEd would 

recover actual carrying costs (return on investment) of investments up to the 

budgetary limits.  At the time of the biennial review, ComEd would compare its 

actual capital costs to the approved budget.  If costs exceed the budget by more 

than 5%, ComEd will recover no carrying costs on that cost overrun unless or 

until ComEd proves the prudency of those costs in a future base rate case.  If 

ComEd incurs capital costs that are 95% or lower than budgeted, ComEd and 

customers will “share” equally in these savings.  The tariff proposes that 

allowable costs will be recovered through the monthly customer charge. (ComEd 

Ex. 1.2, Sheet X+18). 

 

Therefore, this proposal’s test of “alternative rate regulation” is to negotiate a 

budget for certain investments that ComEd has chosen and then monitor whether the 

budget has been met or not met over the term of the plan.  ComEd has offered a 

payment to customers equal to 5% of the O&M portion of the negotiated budget up to 
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$2 million.  If ComEd makes the investments at a lower capital cost than projected in the 

budget, ComEd will “share” those savings equally with customers.  However, if ComEd 

exceeds the budget, then ComEd will delay any recovery of carrying costs until it has 

obtained approval from the Commission for such cost recovery in a future base rate 

case.   

ComEd has not identified any performance standard (other than keeping within 

the negotiated budget) that would govern cost recovery or that would link this recovery 

of costs to the delivery of actual benefits to customers in the form of lower costs, more 

efficient operations, increased reliability of service, or any other indicator that would link 

the promised benefits from each of these five investment proposals to its cost recovery 

formula.  In other words, ComEd’s plan is a “test” of whether it can make investments 

that conform to a predetermined and negotiated budget for selected investments.    

The real key to ComEd’s proposal is apparently that its capital and O&M 

expenses would be recovered from all ratepayers in the form of a surcharge on existing 

rates, thus increasing revenues from customers outside of a base rate case.  This is a 

form of rate recovery that is widely viewed as more beneficial to utilities than 

consumers, since the utility obtains cost recovery prior to incurring the costs instead of 

waiting to obtain approval of its revenue requirement and rate of return in a future base 

rate case.  See AARP 2.0, p.10 (Footnote 6).  The surcharge recovery would be based 

on actual expenditures and would not be based on the delivery of any benefits to 

customers. 
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III. Legal Standard Associated with Alternative Regulation Plans 

ComEd bears the burden of proof regarding compliance with the Illinois 

Alternative Regulation Plan Law, which permits the Commission to: 

…authorize for some or all of the regulated services of that utility, the 
implementation of one or more programs consisting of (i) alternatives to 
rate of return regulation, including but not limited to earnings sharing, rate 
moratoria, price caps or flexible rate options, or (ii) other regulatory 
mechanisms that reward or penalize the utility through the adjustment of 
rates based on utility performance. In the case of other regulatory 
mechanisms that reward or penalize utilities through the adjustment of 
rates based on utility performance, the utility's performance shall be 
compared to standards established in the Commission order authorizing 
the implementation of other regulatory mechanisms.  
 
Section 9-244(a) of the Illinois Public Utilities Act. [Emphasis added] 

 

ComEd does not identify which “regulated services” that its proposal is supposed to 

apply, and so it is initially difficult to determine to what its alternative is being compared.  

ComEd witness Hemphill admits that Smart Grid investments themselves are not 

“regulated services”.  Tr. 406-407.  The regulated service at issue cannot be the 

distribution of electric service generally, because ComEd is still seeking cost of service 

regulation for that service in a current rate case, Docket No. 10-0467.  Every one of the 

projects proposed to be recovered under Rate ACEP are in categories that can and 

routinely do occur under traditional cost of service regulation.  AARP Ex. 1.0, p 2.  Rate 

ACEP is really not an alternative to anything—it’s merely a proposal to add on to 

traditional ratemaking, in excess of just and reasonable electric rate levels. 

 It is also difficult to see how ComEd’s proposal fits into either subsection (i) or 

subsection (ii) options of this portion of the statute.  The first type of alternative 

regulation under subsection (i) does not fit the ComEd proposal because that would 
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govern the setting of rates for regulated activities in general.  Thus it is assumed that 

ComEd is attempting to seek approval of type (ii), that is, a regulatory mechanism that 

would “reward or penalize utilities through the adjustment of rates based on utility 

performance”.  However, ComEd did not submit any measurements of performance or 

suggest any performance measurements that would govern the evaluation of this 

proposal.  See AARP 1.0, pp. 17-19. 

Section 9-244 further spells out the findings required of a proper alternative 

regulation plan in Illinois.  The Commission must specifically find that the proposal 

meets these specific criteria: 

 

(1) the program is likely to result in rates lower  

     
than otherwise would have been in effect under traditional rate of return regulation for 
the services covered by the program and that are consistent with the provisions of 
Section 9-241 of the Act; and 

(2) the program is likely to result in other  

     
substantial and identifiable benefits that would be realized by customers served 
under the program and that would not be realized in the absence of the program; and 

(3) the utility is in compliance with applicable  

     
Commission standards for reliability and implementation of the program is not likely to 
adversely affect service reliability; and 

(4) implementation of the program is not likely to  
     result in deterioration of the utility's financial condition; and 
(5) implementation of the program is not likely to  
     adversely affect the development of competitive markets; and 
(6) the electric utility is in compliance with its  
     obligation to offer delivery services pursuant to Article XVI; and 
(7) the program includes annual reporting  

     
requirements and other provisions that will enable the Commission to adequately 
monitor its implementation of the program; and 

(8) the program includes provisions for an equitable  

     
sharing of any net economic benefits between the utility and its customers to the 
extent the program is likely to result in such benefits. 

 
Section 9-244(b) of the Illinois Public Utilities Act. 
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IV. Legal Defects of ComEd’s Proposal 

A. Failure to Result in Lower Rates Than Traditional Regulation 

ComEd’s proposal fails to meet the very first and all-important finding required 

under the law—that “the program is likely to result in rates lower than otherwise would 

have been in effect under traditional rate of return regulation”.  Section 9-244(b)(1).  

There is no evidence that the investments that ComEd has chosen to include in this 

proposal will result in rates that would otherwise be lower than if these programs were 

funded under traditional cost of service regulation.  AARP Ex. 1.0, p. 12.  Every one of 

the proposed projects can and routinely do occur under traditional cost of service 

regulation.  ComEd could implement all of these programs without any Commission pre-

approval, with the possible exception of expanding ratepayer funded low income 

programs.  As a result, there is no benefit here for customers since the manner in which 

ComEd is seeking cost recovery through the customer charge will result in higher rates 

for some customers than if ComEd sought recovery through the volumetric kWh charge 

for delivery services in a traditional base rate case.  Id. 

Under cross-examination, ComEd regulatory witness Hemphill admitted that 

ratepayers would indeed bear the risk of paying higher rates under the proposed 

projects than under traditional regulation.  Tr. 415.  He further agreed that regulatory lag 

is an incentive for cost efficiency that is built into traditional regulation, as opposed to 

the Rate ACEP proposal.  Tr. 414.  He also acknowledged that while the Rate ACEP 

proposal would allow ratepayers to “share” in 50% of the cost savings for projects that 

came in under budget, ratepayers would enjoy 100% of costs savings in a similar 

situation under traditional ratemaking.  Tr. 416-41. 
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B. Failure to Identify Benefits or Performance Metrics 

ComEd has failed to offer any identifiable benefits, performance metrics, or other 

means to assure that its proposal will adjust rates based on the utility’s performance, as 

required by Section 9-244(b)(2).  AARP Ex. 1.0, p. 13.The “benefits” that Dr. Hemphill 

identifies are not accompanied by anything other than unenforceable promises and 

vague and unsupported assertions that the programs that ComEd has identified will in 

fact deliver measurable benefits.  Nor does ComEd link its cost recovery to the delivery 

of any measurable benefits other than its plan to meet a negotiated budget.  ComEd 

undertakes no risks in this proposal since (1) ComEd has selected the projects that it 

alleges would not be required or contemplated under traditional base rate regulation; (2) 

ComEd will undertake these projects pursuant to a negotiated budget; and (3) ComEd 

will obtain cost recovery via a surcharge without any delay between incurring the 

expense and seeking rate recovery and without any demonstration that the investments 

have actually produced any measurable benefits.   

ComEd’s proposal to intimately involve the Commission in the approval of 

specific projects, project budgets, and project selection is a transfer of risks from the 

electric company to the customers.  Id.  ComEd’s proposal is designed to get approval 

prior to implementation of any significant decision, thus conflicting with what is the 

statutory purpose  of alternative regulation, which is to focus on the utility’s actual 

performance and compare that performance to traditional cost of service regulation.  Id. 

ComEd has not proposed any objective or quantifiable means to evaluate its 

performance other than keeping to its predetermined budgets for any of the four areas 

of proposed investment.  AARP Ex. 1.0, pp. 17-18.  ComEd’s Petition that each 
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program will include a “benchmark of the investment or work that is to be accomplished 

within those budgets.” Ibid., Para. 12, p. 7.   However, ComEd defines the term 

“benchmark” as merely referring to ComEd’s ability to meet or beat the applicable 

capital investment budget, within a plus or minus 5% deadband, and to perform the 

work within the O&M budgets, less its “voluntary” deduction of 5% of those expenses up 

to a cap of $2 million.  AARP Ex. 1.0, p. 18.   A proper implementation of alternative 

regulation (and which is clearly required by the Illinois statute) requires the identification 

of performance areas, the identification of performance metrics to assure that 

performance is measured against an historical baseline, and verification of results 

during and after the term of the program.  AARP Ex. 1.0, p. 18.   ComEd has failed to 

identify any means by which customer benefits will be tracked, delivered, or verified in 

any of its proposed investment areas.   

Whether a utility spends a certain amount of dollars on a proposed project does 

not link the expenditures to the delivery of any “performance for the program” as alleged 

by Dr. Hemphill on behalf of ComEd.  Dr. Hemphill’s stated in response to AARP’s 

testimony that “a budget can be a very effective tool for measuring and verifying the 

performance of the program, as the final numbers will speak for themselves.”  Hemphill 

Rebuttal at p, 10, lines 201-202.   Dr. Hemphill confuses the means and the ends.  The 

budget for an agreed upon program is only the means to achieve the purpose of the 

program.  ComEd’s failure to propose how or even whether to measure the “ends” or 

the actual performance implicit in the purpose of the proposed budget is a fatal defect in 

its filing.   
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 Furthermore, Dr. Hemphill’s statement that a pre-approved budget “will be a 

powerful incentive mechanism for ComEd to operate efficiently” (Hemphill Rebuttal at 

12, line 245). is also without merit.  The incentive to operate efficiently is best achieved 

when the performance of the utility is measured against the request for cost recovery.  

The question is not whether a pre-approved budget is achieved, but whether ratepayers 

received the promised benefits in a cost effective manner that is an improvement on 

traditional cost recovery policies.  However, even Dr. Hemphill’s reliance on pre-

approved budgets in this proposal is a mirage since the Company reserves the right to 

spend more than the approved budget and seek cost recovery in a future base rate 

case.  ComEd wants to cover every conceivable risk to itself and makes no promise to 

deliver actual performance or measurable benefits to its customers in return for this 

guaranteed cost recovery mechanism.  Whether the budget is met is not the point of 

regulation and certainly should not be the purpose of alternative rate regulation.  Simply 

raising customer rates to accomplish a pre-approved budget is not a proper purpose of 

alternative rate regulation. 

ComEd’s proposal to “submit reports” to the Commission on a regular basis is 

also an insufficient means to achieve the statutory objective to measure utility 

performance.    The purpose of alternative regulation in Illinois law is not to submit 

reports, but to identify how benefits that would not otherwise occur will be measured, 

what results will be tracked and reported, and how the baseline performance against 

which performance under the alternative regulation plan will be measured.  AARP Ex. 

1.0, p. 18.    
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C. Failure to Equitably Share Net Economic Benefits 

In addition to the transfers of risk discussed above, the ComEd’s so-called 

“incentives” are heavily weighted toward the Company than customers, in violation of 

the Section 9-244(b)(8) requirement that any alternative regulation provide for an 

“equitable sharing of any net economic benefits between the utility and its customers . .” 

There is no reasonable basis for the proposal that passes through a 5% 

reduction in Operations and Maintenance (“O&M”) costs that would not otherwise occur 

except through this proposal, particularly when ComEd controls the basis for the 

derivation of the budget.  AARP Ex. 1.0, p. 14.  ComEd’s proposed “incentive” with 

respect to recovery of capital costs is a no-risk proposition to the electric company since 

any under-recovery could be the subject of a request for recovery in a future base rate 

case, thus eliminating the purpose of an alternative rate plan.  Id.  ComEd’s proposal 

would let the company have its cake and eat it, too. 

ComEd’s proposal appears to guarantee that 95% of the O&M costs incurred 

under these approved budgets will be recovered by ComEd through its proposed Rider 

and increased customer charge.  AARP Ex. 1.0, p. 19.  The same is true of the 

Company’s proposal concerning capital expenses which allows ComEd to implement 

programs with pre-approved expenditures.  There is little or no risk to ComEd in such a 

method of cost recovery since the Company holds all the cards in terms of choosing the 

investments, knowing its internal cost structure, suggesting the budgets, and having the 

incentive to agree to a budget that it will make sure will include the necessary leeway to 

assure achievement.  AARP Ex. 1.0, pp. 19-20.  The cost recovery method proposed by 

ComEd assures the Company of cost recovery of all capital costs, since it reserves the 
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right to seek cost recovery of unrecovered capital costs in the pilot in a future base rate 

case.  (Again, ComEd’s proposal would be less alternative regulation, than traditional 

regulation plus extra rate charges.) 

ComEd’s profits or ability to earn its authorized rate of return is not threatened in 

any manner by this proposal.  As a result, ComEd’s proposal will transfer risks from 

shareholders to customers without any apparent benefit to customers in terms of actual 

performance and results associated with these proposed investments.  AARP Ex. 1.0, 

p. 20.   

 

D. Smart Grid Cost Recovery Should Not be Approved at this Time. 

The most significant potential investment proposed by ComEd in this filing and 

for which approval of its proposed surcharge cost recovery mechanism is sought is the 

$30 million in O&M and $95 million in capital costs for “accelerated smart grid 

deployment.”  These figures comprise almost 50% of the O&M costs in this proposal 

and 73% of the total capital costs in this proposal.  Clearly, these unknown future 

investments are driving the creation of this surcharge cost recovery mechanism in this 

alternative rate regulation plan.  ComEd’s application identifies these investments as 

relating to additional smart metering deployment, distribution automation investments, 

and customer applications.  ComEd has not specifically identified those investments 

beyond a generic description of the cost categories but states that the specific 

investments will be negotiated in the future after the Commission completes its review 

of the Illinois Smart Grid Collaboration Report and the so-called “Policy Docket” that will 

address smart grid policies for Illinois electric utilities.  Even though ComEd has not 
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identified the specific investments associated with smart grid cost recovery in this filing, 

even though ComEd has not completed its smart metering technology and customer 

application pilots, and even though ComEd has not identified any measurable benefits 

that would be monitored or linked to cost recovery in this filing, ComEd wants this 

Commission to approve a surcharge cost recovery mechanism for these future 

unspecified investments. 

The Commission should not establish any precedent for the manner of cost 

recovery for Smart Grid deployment costs as ComEd seeks in this proposal.  Rather, 

any decision about cost recovery should be done in the context of a specific request for 

additional deployment where all the costs and benefits can be evaluated in an 

evidentiary proceeding.  Finally, Smart Grid deployment should be implemented based 

on an overall deployment plan that identifies the full range of potential investments, their 

costs, potential customer benefits, bill impacts, and include a schedule for multi-year 

implementation to modernize the distribution system.  AARP Ex. 1.0, p. 14.  No such 

plan has been submitted in this proceeding nor has ComEd suggested that it will 

prepare and submit such a plan in the future.  Rather, what ComEd wants in this 

proceeding is an approved method of cost recovery for future unknown investments, the 

costs and benefits of which are also unknown.  This Commission should not agree to 

such an approach to the important issue of modernization of the electric utility’s 

distribution and transmission systems. 

 

 

 



 17 

E. Low Income Assistance Provisions Unreasonable 

While AARP appreciates the Company’s recognition that low income customers 

need additional financial assistance, ComEd has historically funded such programs with 

shareholder contributions.  AARP Ex. 1.0, p. 14.  It is not appropriate to initiate a 

significant budget of $20 million in this proceeding and change the method of cost 

recovery for these programs without a full evaluation of both what might be needed and 

how funding should be coordinated with the existing financial assistance programs, 

particularly the newly developed Percent of Income Payment Plan (“PIPP”).  AARP Ex. 

1.0, p. 14.  A settlement has just recently been reached among the stakeholders in 

Docket No. 10-0640, regarding how various ComEd low-income programs will be 

funded in the near term. 

The low income program expenditure provision of ComEd’s proposal is not 

accompanied by any analysis of current expenditures for low income programs and their 

effectiveness, an analysis of the need for additional funding by ratepayers as opposed 

to the current funding streams by shareholders, or why funding such expenditures 

through a separate Rider is somehow beneficial to customers compared to expenditures 

that flow through base rates. AARP Ex. 1.0, pp. 17, 25-26. 

There is also nothing special with respect to funding low income programs that 

suggests that cost recovery through the fixed customer charge is either appropriate or 

necessary since many other states funds such programs through base rates.  AARP Ex. 

1.0, p. 14.  Furthermore, there is a potential that because ComEd’s proposed method of 

cost recovery is through the customer charge for all of these Rate ACEP programs that 

low income customers would actually be harmed more than other customers because 
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these customers use less electricity on average than other residential customers.  

AARP Ex. 1.0, p. 15.   

 

V. NRDC’s Alternative Regulation Proposal Lacks Support and Would 

Harm Consumers 

The National Resource Defense Council (“NRDC”) presented testimony witness 

Sullivan supporting an “alternative regulation plan” that would be oriented toward energy 

efficiency; however, his testimony lacked any evidence concerning the costs and 

benefits of any specific energy efficiency program.  NRDC 1.0.  NRDC proposes 

expenditures for programs that would be in addition to approved programs and that 

would exceed the statutory efficiency targets reflected in the Illinois Power Agency Act. 

Id.  In fact, in response to data requests, Mr. Sullivan has stated that neither he nor 

NRDC have done any calculations on the future budgets for these future efficiency 

programs or customer bill impacts associated with the increased spending and ComEd 

rewards as recommended in his testimony.  AARP 2.0, p. 17 (Footnote 9), Attachments: 

NRDC’s Response to AARP-NRDC 1.1 and 1.4.  

NRDC’s proposal would reward ComEd with a portion of the net benefits as 

measured by the Total Resource Cost test if the Company exceeds the Act’s energy 

savings targets, starting at 5% of net benefits and moving to 10% of net benefits.  Mr. 

Sullivan’s proposal is contingent on the Commission’s approval of the decoupling 

scheme pending in Docket No. 10-0467.  NRDC 1.0, p. 8.   Mr. Sullivan did not 

estimated or project any customer bill impacts as a result of his proposal.  Finally, Mr. 

Sullivan appears to suggest a different cost recovery mechanism for the expanded 
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energy efficiency programs, relying on an automatic adjustment to existing kWh rates 

and not a fixed customer surcharge as reflected in ComEd’s Rate ACEP.  Id.  As a 

result, there is so much uncertainty associated with Mr. Sullivan’s proposal that it would 

not be proper or wise to adopt.  Moreover, like ComEd’s proposal itself, insufficient 

evidence is in the record to meet the criteria required by Section 9-244(b) in order to 

qualify as an alternative regulation plan.   

Mr. Sullivan’s testimony contains conclusory statements of benefits and future 

cost impacts on customer rates and bills that cannot be evaluated at this time, failing to 

meet the requirements of Section 9-244(b)(1) or (2).  Not all spending for all programs 

that are labeled “efficiency programs” is guaranteed to result in customer benefits, and 

the record lacks any evidence of specific program impacts. AARP 2.0, p. 18. 

The Commission should not approve incentives to reward ComEd’s shareholders 

for exceeding that statutory efficiency and bill impact targets set in the IPA Act without 

careful review and identification of specific programs that are likely to have results that 

exceed the costs of the programs and the resulting bill impacts on residential 

customers.  AARP 2.0, p. 18.  This is a particular concern for low income customers 

who must pay for these programs but who are typically not provided with a realistic 

opportunity to participate in the programs due to their inability to afford basic 

necessities, let alone additional investments in new appliances or housing repairs.  

AARP 2.0, p. 18. 
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VI. Conclusion 

Under Illinois law a properly-designed alternative regulation, which is based upon 

quantifiable measures of performance and is designed to benefit consumers with lower 

rates, could be approved by this Commission.  However, ComEd’s proposal in this case 

falls far short of Illinois’ legal requirements for a proper alternative regulation plan, and 

its policy implications are lop-sided against consumers.  The Commission should reject 

this attempt to establish a surcharge, under the guise of “alternative regulation”, that 

does not provide an alternative to traditional regulation, but would rather would add 

another rate impact on top of what is determined to be a just and reasonable rate level 

for electric distribution service. 
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