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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 

 
Commonwealth Edison Company   ) 
       )  
Petition for approval of an Alternative Rate ) Docket No. 10-0527 
Regulation Plan pursuant to Section   ) 
9-244 of the Public Utilities Act   ) 
 

 

 
REPLY BRIEF OF THE STAFF OF THE 
ILLINOIS COMMERCE COMMISSION 

 
 NOW COMES Staff of the Illinois Commerce Commission (“Staff”), by and 

through its undersigned counsel, pursuant to Section 200.800 of the Illinois Commerce 

Commission‟s Rules of Practice (83 Ill. Adm. Code 200.800), and respectfully submits 

its Reply Brief in the instant proceeding. 

I. INTRODUCTION / RELIEF REQUESTED 

 In addition to Staff and Commonwealth Edison Company (“ComEd” or 

“Company”), the following parties submitted Initial Briefs in this matter: Illinois Attorney 

General (“AG”), Citizens Utility Board (“CUB”), Environmental Law & Policy Center 

(“ELPC”), Natural Resources Defense Council (“NRDC”), Illinois Industrial Energy 

Consumers (“IIEC”), the Northeast Illinois Regional Commuter Railroad Corporation 

d/b/a Metra (“Metra”), the Commercial Group (“CG”), AARP, and Chicago Transit 

Authority (“CTA”). 

Aside from issues addressed in this Reply Brief, Staff stands by its positions 

articulated in its Initial Brief.  Failure to address a specific issue in this Reply Brief does 

not constitute a change of position from Staff‟s Initial Brief.   For all the reasons stated 



Docket No. 10-0527 
Staff Reply Brief 

 

2 

 

below, Staff recommends that the Commission deny ComEd‟s petition for approval of its 

alternative regulation (“Alt. Reg.”) plan. 

In its Initial Brief, Staff presents ample argument supported by evidence in the 

record that ComEd‟s proposed Rate ACEP has many grave flaws and does not meet 

the statutory requirements for Commission approval. Nothing in ComEd‟s Initial Brief 

contradicts this.  Indeed, Staff‟s Initial Brief anticipated ComEd‟s arguments and 

rebutted them.  In the course of making its arguments against Rate ACEP, Staff also 

noted that the fundamental flaws at the heart of the proposal mean that there are no 

modifications that can resuscitate Rate ACEP to make it conform to Section 9-2441. 

Further, Staff argues in its Initial Brief that Section 8-406 and Section 9-241 both 

apply to spending considered under Section 9-244.  That is, in order to authorize cost 

recovery from ratepayers, the Commission must find that the spending is necessary for 

public utility service.  With the exception of the UUFR project, the Commission cannot 

make this finding for Rate ACEP since ComEd maintains, and no party has presented 

evidence to the contrary except regarding the UUFR project, that none of the proposed 

projects for which it seeks cost recovery are necessary for public utility service.2  Under 

these conditions, the Commission cannot approve Rate ACEP. (Staff IB, pp. 2-9) 

Both the AG and CUB argue that Rate ACEP is more akin to a rider than an 

alternative regulation plan. (CUB IB, p. 4; AG IB, pp. 1, 12-13)  The argument the AG 

                                                 
1
 Section 9-244(b) provides in part that “[i]f the Commission cannot make the above findings, it shall 
specifically identify in its order the reason or reasons why the proposed program does not meet the 
above criteria, and shall identify any modifications supported in the record, if any, that would cause the 
program to satisfy the above criteria.”  

2
 Staff witness Stutsman, on the other hand, testifies that UUFR is necessary for public utility service, and 

asks the Commission to order ComEd to initiate the UUFR project.  Because of Rate ACEP‟s 
programmatic concerns, as well as ComEd‟s emphasis on only doing the minimal work to recover the full 
budget, Staff believes customer interests are better served by ComEd recovering its reasonable costs in 
a future rate case. (Staff IB, pp. 25-26)  
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and CUB put forward implies that Rate ACEP‟s crucial characteristic is not its „incentive‟ 

effects, but the fact that it grants ComEd pre-approval to recover costs incurred on its 

proposed projects, between rate cases and without consideration for total utility costs.  

Staff further notes that it raised the issue that the Company has a significant incentive to 

inflate budgets, and that incentive is equally relevant to the AG‟s and CUB‟s view of 

Rate ACEP as a rider that pre-approves costs.  That is, even outside any „incentive‟ 

terms in the rate, inflated budgets would provide ComEd with larger amounts of pre-

approved cost recovery. 

In its Initial Brief, Staff noted that costs are recovered on a different schedule 

under Rate ACEP than under traditional regulation.  This difference requires ComEd to 

carefully explain how its customers‟ rates can be lower under Rate ACEP, when it can 

begin collecting costs more quickly than it is able to under traditional regulation.  ComEd 

completely failed to do this. (Staff IB, pp. 52-54) 

ComEd opines that its budgets are clearly explained, stating, “The fact is that 

there is a great deal of detail in and behind the budgets; far more than is typically 

reviewed post hoc during a general rate case.” (ComEd IB, p. 4) However, Staff‟s Initial 

Brief demonstrated that this is untrue.  In particular, Staff witness Hinman developed 

ample evidence concerning the proposed Electric Vehicle Pilot that raised serious 

doubts about important details of the program and its budget. (Staff IB, pp. 26-41) 

ComEd believes that, “It is far better to provide guidance before valuable time 

and money is expended than to force parties to anticipate and, when they inevitably do 

so imperfectly, waste still more time and energy debating whom, if anyone, is at fault 

and should pay.” (ComEd IB, p. 5) Here, ComEd attempts to minimize the risk that it 

does not recover its incurred costs.  While being a desirable completely understandable 
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result for ComEd‟s shareholders, the Commission should recognize that Rate ACEP 

lowers ComEd‟s risk by shifting it onto ratepayers. (Staff IB, pp. 10-11) As mentioned 

above, Staff has extensively detailed the problems with the budget for the EV Pilot, and 

this analysis should enable the Commission to reject proposals like Rate ACEP that 

feature pre-approved budgets. 

ComEd offers Rate ACEP as a method to explore how alternative regulation can 

work.  “The evidence in this record shows … that it offers both a structure and an 

opportunity for parties and the Commission to learn more about alternative regulation 

going forward.” (ComEd IB, p. 5) There are many ways that the Commission can „learn‟ 

about “alternative regulation going forward.”  Perhaps the most straightforward way is to 

research the extensive literature on its theoretical as well as empirical advantages and 

disadvantages.  As a way to „learn‟ about alternative regulation, an actual program that 

imposes $195 million in costs onto ratepayers for uncertain outcomes before ComEd 

expends any funds at all seems a very expensive method to test the concept.  

ComEd continues to raise the specter of delayed benefits caused by the lack of a 

cost recovery method:  

Particularly as major initiatives – such as deploying Smart Grid 
technologies and enabling electric vehicles – begin to be confronted, it is 
essential to have in place a process that allows the Commission, if it so 
decides, to use an alternative regulatory model. Refusing to approve this 
pilot either because of inertia or a desire to try to “force” ComEd to operate 
only under test year ratemaking is contrary both to the vision expressed in 
Section 9-244 and to the public interest. (ComEd IB, pp. 5-6) 
 

This fear is entirely misplaced.  As discussed by Staff witness Schlaf and presented in 

Staff‟s Initial Brief, the Commission, in its Docket No. 07-0566 Order, already 

established a timeline and process that allows ComEd to propose programs to expend 

funds and to recover those expenditures. A decision averse to ComEd in this docket 
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simply does not mean the Commission is risking impeding ComEd‟s ability to deliver 

Smart Grid technology. (Staff IB, pp. 48-50) With respect to “enabling electric vehicles,” 

the Company has only very generally described the information to be presented at 

some future date (“This proposal will provide knowledge of EV lifecycle costs and 

operational considerations that will be valuable in the operation of our own utility fleet, 

as well as to customers considering adoption of EVs.”) (ComEd Ex. 2.0, p. 3); how 

ComEd would communicate that information to the general public (“We intend to publish 

a report at the end of this …[.]”) (Tr., January 25, 2011, pp. 123-124); and how ComEd 

would use that information. In addition, ComEd never explained why the information 

could not be developed in some other manner that imposed lower costs on ratepayers. 

(Staff IB., p. 39; AG IB, pp. 19-20) 

 ComEd‟s claim that the “…budget-based evaluation mechanism is an effective 

tool to evaluate a project‟s benefits and costs…” is put forth as a central justification for 

Rate ACEP.  ComEd asserts that, “Before approving any investment, the Commission 

will consider the investment and the O&M budgets to determine whether the programs 

are likely to result in net benefits to customers.”  And the budgets “…serve as a 

powerful incentive mechanism for ComEd to operate efficiently.”  Those budgets are 

claimed to limit risk to ratepayers, since “ComEd is accepting the risk…that the 

approved budgets may not be adequate to meet its up-front investment and O&M 

obligations under the approved projects.”  ComEd claims that the budgets hold ComEd 

accountable, “The budgets also ensure that ComEd actually makes the investment it is 

ordered to make up front.” And, “…the Commission will be able to review ComEd‟s 

performance against the original, Commission-approved budget[.]”  (ComEd IB, pp. 9-

10) 
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 Staff witness Rearden extensively rebutted all these claims in his direct and 

rebuttal testimonies, as laid out in Staff‟s Initial Brief.  To summarize, the budgets under 

Rate ACEP do not, by themselves, serve as a performance evaluation method or 

performance standard.  A proper evaluation for a project compares the utility‟s 

performance against some operational standard.  The Commission can, of course, 

readily determine whether ComEd spent more than the budget.    As noted in Staff‟s 

Initial Brief, however, after-the-fact reviews force the Commission to evaluate projects 

and determine cost recovery after ComEd has already declared them complete.  This 

will be a very problematic task. (Staff IB, pp. 13-15) 

 In addition, ComEd states that, “Before approving any investment, the 

Commission will consider the investment and the O&M budgets to determine whether 

the programs are likely to result in net benefits to customers.” (ComEd Revised IB, p. 9)  

Staff would like to interpret ComEd‟s position as indicating that the Commission should 

compare the costs and benefits of proposed investments for which ComEd seeks cost 

recovery under Section 9-244, and, further, the Commission should only approve those 

projects that the Commission concludes have net benefits.  However, while ComEd 

hints at a procedure like this, it offers no particular details to clarify that interpretation.  If 

the Commission approves Rate ACEP, which it should not, Staff urges the Commission 

to impose this condition on the Company and clearly state that the costs and benefits 

must be substantiated by hard evidence. 

 ComEd‟s statement is somewhat curious, since ComEd‟s Petition does not direct 

the Commission‟s attention to evidence that purports to show that each of its programs 

would pass a well-documented net benefits test.  ComEd‟s Initial Brief does not assess 

the costs and benefits of the three projects that it proposes for approval in this 
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proceeding.   ComEd did not present a methodology describing how a net benefits test 

should be conducted.  A net benefits evaluation standard does not appear in the 

proposed Rate ACEP.  In fact, Rate ACEP contains no specific standard by which 

proposed projects are to be evaluated. (CUB IB, p. 8)  Staff is left to wonder whether 

ComEd believes that the Commission should review the record and make its own 

determination or whether it believes a net benefits test is relevant.  Staff‟s 

recommendation is that the Commission should not approve Section 9-244 projects that 

the Commission does not conclude would provide net benefits to ratepayers and, with 

the exception of the UUFR project that ComEd itself contends are necessary to provide 

adequate public utility service.     

II. PROCEDURAL HISTORY  

III. RATE ACEP PROPOSAL 

 A. Proposed Rate ACEP Mechanism 

  1. Proposed Budget Baseline 

  2. Recovery of O&M Expenses 

In its Initial Brief, the Company presents the non-existent issue of the cost 

recovery of a regulatory asset through Rate ACEP. (ComEd Revised IB, pp. 10-11)  The 

Company first describes the treatment given to regulatory assets for the remaining book 

value of its prematurely retired meters in its prior rate order, Docket No. 07-0566 

regarding ComEd‟s Rider AMP (Advanced Metering Program Adjustment).  ComEd 

concludes that full recovery of “these assets” is appropriate and should continue to be 

recovered through rates over an appropriate period of time.  (Id.) 
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The fact is that no possible cost recovery of any regulatory asset is pending with 

the decision to approve Rate ACEP.  The discussion above relates solely to the 

Advanced Metering Infrastructure (“AMI”) pilot‟s cost recovery mechanism, Rider AMP.  

No change to Rider AMP would occur if the Commission adopts Rate ACEP.  Further, 

while Rate ACEP reflects in its formulas a placeholder for cost recovery of future 

regulatory assets, ComEd agrees that no regulatory asset is requested in the instant 

proceeding. (Staff IB, p. 61)  ComEd ignores this part of the record, in addition to all 

contested recommendations to Rate ACEP made by Staff witness Hathhorn.  (See Staff 

IB, pp. 60-66)  The Commission should not be distracted by ComEd‟s discussion of the 

AMI regulatory asset, and should instead approve all of Staff‟s reasonable 

recommendations to the Rate ACEP tariff if it approves the alternative regulatory plan. 

  3. Recovery of Capital Investments  

 As noted in Staff‟s Initial Brief, ComEd relies upon the „incentive‟ terms in its Rate 

ACEP to argue that it lowers the rates that its customers will pay relative to traditional 

regulation.  This is not persuasive.  As noted above, ComEd does not do the 

calculations that it needs to do in order to demonstrate its claims.  Without repeating 

Staff‟s entire argument, the Commission should note the incentive that ComEd has to 

increase its budgets.  Further, Rate ACEP preserves ComEd‟s ability to seek 

unrecovered costs in the rate case after the project is complete.  Hence, it can apply to 

recover any O&M it did not recover under Rate ACEP, and it can attempt to put all 

incurred capital investment costs into rate base, regardless of outcomes under Rate 

ACEP.  Thus, the budget does not provide any additional incentive under Rate ACEP to 

lower costs than exists under traditional regulation. (Staff Ex. 8.0, p. 13) 
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 ComEd quotes the Commission previously acknowledging that (1) “[e]conomic 

incentives … promote innovation, encourage efficiency, lower regulatory costs and 

encourage utilities to respond to new market challenges” and (2) a sharing mechanism 

is “consistent with the basic premise of incentive regulation, that companies with rate 

incentives are likely to be more efficient and productive than if there were no 

incentives.”  (ComEd IB, p. 8, citing Northern Illinois Gas Company, Petition for 

permission to place into effect Rider 4, Gas cost, pursuant to Section 9-244 of the 

Illinois Public Utilities Act, Docket No. 99-0127, Order (Nov. 23, 1999), 198 P.U.R.4th 

436, 1999 Ill. PUC LEXIS 921*88-89).  However, ComEd fails to note that the 

Commission‟s final order regarding the above-cited matters, after a decade, has not yet 

been issued.  To explain, at the start of 2002, the Commission initiated an investigation 

of the referenced Gas Cost Performance Program (“GCPP”) of the Northern Illinois Gas 

Company (“Nicor”), after the GCPP had been in effect for two years.  (Order, Docket 

No. 02-0067, January 24, 2002)  Almost a year later, the Commission entered another 

order, concluding, inter alia,  

 IT IS THEREFORE ORDERED that the record in this proceeding 
shall be fully reopened, that it will consolidate this proceeding with Dockets 
01-0705 and 02-0725, and that it will consider for final resolution in this 
proceeding all issues relating to the operation of the Program Nicor Gas 
implemented under tariffs filed in accordance with the Commission‟s Order 
entered November 23, 1999, in Docket 99-0127, and all issues relating to 
any refunds that may be owing to Nicor customers as a result of the 
operation of the Program and as a result of the operation of the Company‟s 
Rider 6 in 1999, 2000, 2001, and 2002, and for ordering such other and 
further relief as deemed equitable and just. It is not the Commission's intent 
to re-litigate issues resolved in Dockets 99-0481 and 00-0718 to the extent 
that the Commission determines that its resolution of the issues is 
unaffected by information revealed to parties other than Nicor subsequent 
to June 1, 2002. The Commission will, however, examine any issues that it 
deems appropriate in light of new information raised in the current docket.  
(Second Interim Order, Docket No. 02-0067 (Cons.), December 17, 2002)   
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 As of today, that docket still remains open, and all the issues  including 

whether Nicor‟s GCPP incentive regulation program proved to be efficacious or 

deleterious  remain unresolved.  Based on this history of Nicor‟s GCPP, the 

Commission should not take comfort in it, or regard it (or the docket that spawned it) as 

providing a favorable precedent for the type of incentive regulation program now being 

proposed by ComEd in the instant proceeding. 

  4. Treatment of Costs Under/Over Budget 

 B. Description of Proposed Projects 

  1. Urban Underground Facilities Reinvestment (“UUFR”) 

a. ComEd believes its current maintenance program is a good 
utility practice. 

 
ComEd opined that the existing maintenance program, absent the UUFR project, 

is reasonable, prudent, and consistent with good utility practice.3  Staff witness 

Stutsman determined that the existing maintenance program is not consistent with good 

utility practice, does not meet the requirements of Section 8-401 and that the UUFR 

Project is necessary.4 

   b. ComEd disagrees with Staff‟s recommendation. 

ComEd noted that ComEd witness McMahan disagrees with Staff witness 

Stutsman‟s recommendation “that the Commission order ComEd to undertake the 

UUFR program irrespective of whether ComEd receives approval of and moves forward 

with its alternative regulation proposal” on multiple grounds.5  Staff addressed all of 

                                                 
3
 ComEd IB, p. 15 

4
 Staff IB, pp. 17-20 

5
 ComEd IB, p. 15 
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ComEd‟s criticisms of Staff‟s proposal in Staff‟s Initial Brief and has shown them to be 

without merit.6 

c. ComEd believes that the $45 million UUFR project budget is 
understated. 

 
ComEd opined that the initial $49 million in its budget is an understatement of 

what the UUFR project work would cost in 2011 and 2012 based on actual experience.7 

ComEd‟s recent emphasis on the $49 million rather than the proposed $45 

million is an effort to draw attention away from the clear productivity gains that ComEd 

will see, as explained by Mr. Stutsman.  As Mr. Stutsman observed, the 10% 

productivity gain estimated in Ms. Blaise‟s budget is not a discount but a clear 

recognition of the benefits of a Reliability Centered Maintenance (“RCM”) program as 

explained by Mr. Stutsman, who also noted that the 10% productivity gain was likely 

understated.  (Tr., January 19, 2011, pp. 309-313) 

ComEd has clearly indicated its intention to do only the minimal work needed to 

become eligible to recover the full budget.8  Its focus on trying to mix what the 

maintenance work would cost on an emergency basis versus what it would cost on a 

pre-planned RCM basis serves only to reinforce Staff‟s concern that “there is a danger 

that ComEd managerial personnel who are responsible for getting the work done will be 

so budget-focused that reliability work will become shortchanged in order to meet 

budget numbers.”9  Because of this and the programmatic concerns inherent in the 

design of the Alt. Reg. projects, Staff believes customer interests would be better 

served by ComEd recovering its reasonable costs in a future rate case. There would be 

                                                 
6
 Staff IB, pp. 20-26 

7
 ComEd IB, pp. 21-22 

8
 Staff IB, pp. 25-26 

9
 Tr., January 19, 2011, p. 309 
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little doubt that reasonable costs would be afforded recovery in its next rate case and it 

is Staff‟s belief that, due to regulatory lag, ComEd would reap operational savings which 

could offset any O&M expenses brought about by the implementation of the UUFR 

project until the rates from its next rate case become effective. 

d. ComEd believes the UUFR Project requires a significant 
commitment beyond what is necessary to meet minimum 
service requirements. 

 
ComEd opined that achieving the benefits of the UUFR Project will require a 

significant capital and O&M commitment above that required to meet minimum service 

requirements.10   

 Staff reviewed the UUFR project and determined that it was necessary to meet 

the requirements of Section 8-401 and that it provides appropriate consideration to 

costs of service interruptions while protecting the public health, safety and welfare under 

Section 1-102 of the PUA.  Additionally, the UUFR project will have a long term positive 

impact on utility earnings.11  Accordingly, the Commission should adopt Staff‟s 

recommendation that ComEd be ordered to initiate the UUFR project. 

  2. Utility Electric Vehicle (“EV”) Pilot 

 Staff responds to ComEd‟s Initial Brief regarding the following EV Pilot issues: (1) 

prudence of proposed investment; (2) whether the costs included in its proposed EV 

Pilot budget are reasonable; (3) project completion; (4) double recovery of costs; and 

(5) benefits of the EV Pilot. 

 Staff establishes several points in this section.  First, ComEd has not 

demonstrated that implementing the EV Pilot for a cost of $5 million is prudent.  Second, 

                                                 
10

 ComEd IB, p. 22 
11

 Staff IB, pp. 17-20 
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the reasonableness of the costs included in the proposed EV Pilot budget is 

insufficiently supported.  Third, a ComEd-proposed budget does not provide a 

reasonable standard to measure ComEd‟s performance12 and/or whether an alternative 

regulation program is successful.13  Fourth, ComEd‟s current proposal allows it to 

double recover its costs.  Fifth, the benefits of the EV Pilot will still be realized in 

absence of the Alt. Reg. program due to ComEd‟s current EV initiatives.14  Sixth, 

ComEd‟s anticipated timeline to provide a single report on EV lifecycle costs is 

insufficient. 

   a. Prudence of Proposed Investment 

 In its Initial Brief, ComEd notes, “Under the Alternative Regulation program, and 

unlike the typical rate case process, the prudence of undertaking each proposed project 

will be reviewed prior to ComEd making the actual investments.” (ComEd Revised IB, p. 

8)  Staff‟s Initial Brief highlights ComEd‟s failure to meet its required Rate ACEP 

showing that the proposed investments are prudent. (Staff IB, p. 29; ComEd Ex. 1.2, 

Original Sheet No. X+1)  In its Initial Brief, the AG summarizes ComEd witness 

Hemphill‟s position regarding necessary information and analysis needed in assessing 

the prudence of a proposed investment. (AG IB, pp. 32-33) 

 

                                                 
12

 “[T]he Commission, upon petition by an electric…public utility…may 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… 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.” (220 ILCS 5/9-244(a), emphases added) 
13

 ComEd states that it “proposes a pilot of alternative regulation and a means of testing whether it should 
be pursued on a larger scale.” (ComEd Revised IB, p. 1) 
14

 Section 9-244(b)(2) of the PUA requires that the Alt. Reg. program “likely 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.” (220 ILCS 5/9-244(b)(2), emphases added) 
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 Alternatives 

 In summarizing ComEd witness Hemphill‟s position regarding pre-investment 

prudence determination, the AG notes,  

[I]n order to assess the prudency of a proposed investment, ComEd 
witness Hemphill agreed it would be important for Staff and any interested 
stakeholders to examine alternatives to the proposed investment to 
ensure that the project, in fact, could be called prudent.  Tr. at 583. And 
this overall evaluation would necessitate looking into other technologies or 
even another investment as a whole to determine whether the alleged 
benefit associated with the proposed project could be achieved in another 
less expensive manner.  (AG IB, p. 32, emphases added) 

ComEd did not offer any alternatives to its proposed investment, in general, and it 

simply dismissed any suggested by Staff. (ComEd Ex. 7.0, pp. 10, 14)  As explained in 

Staff‟s Initial Brief, “ComEd did not offer any less expensive alternatives to the charging 

station it proposed.” (Staff IB, p. 35, emphasis added)  Staff pointed out that 

environmental benefits and the analysis of EV lifecycle costs15 could be achieved using 

cheaper Level 2 charging stations in conjunction with smart charging technology that 

enables data collection capability and remote charge management16 like that currently 

used by ComEd in its fleet of Toyota Prius plug-in cars. (Staff IB, p. 35)  With respect to 

the EV Pilot, ComEd witness McMahan alluded to using smart charging technology in 

the EVs.17 (Tr., January 25, 2011, p. 144)  ComEd provides no explanation as to why 

the smart charging technology, which it apparently plans to put in the EVs anyway, 

                                                 
15

 Mr. McMahan noted that an analysis of EV lifecycle costs is the primary focus of ComEd‟s EV Pilot. 
(Tr., January 25, 2011, p. 196) 
16

 “The charging stations selected by ComEd also provide communications, control, and data collection 
capability which are vital to the informational gathering goal of the EV Pilot.” (ComEd Revised IB, p. 24) 
17

 Referring to the EV Pilot and EV lifecycle costs, ComEd witness McMahan stated, “The characteristics 
of the Lithium-ion batteries, every time you charge them, they lose a little bit. So using smart charging 
technology, [ComEd] will be able to tell how fast -- what the charge level is on the battery, when it's 
plugged in to charge, and what the charge level is when it's completed the charge.   So there should be 
some data available[.]” (Tr., January 25, 2011, p. 144)   
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cannot be used in conjunction with cheaper Level 2 charging stations. (Staff IB, p. 33-

35)  

 Proposed Locations 

 In summarizing ComEd witness Hemphill‟s position regarding pre-investment 

prudence determination, the AG asserts, 

[A]ny such [pre-investment prudence] assessment presumably would also 
involve examining the proposed locations of the projects to determine 
whether the location made sense from a reliability and cost-effectiveness 
viewpoint.   Tr. at 583-585.  Such an examination would be especially 
relevant when one considers that the Rate ACEP projects are, by the 
Company‟s own admission, discretionary, non-essential projects.  (AG IB, 
pp. 32-33, emphases added) 

ComEd failed to indicate the proposed locations for the charging stations.  To support 

pre-investment prudence determination, the Commission, Staff, and intervenors must 

be able to examine proposed locations for the charging stations to determine whether 

the proposed locations are optimal. (Tr., January 27, 2011, pp. 583-585; See 

Unsupported Installation Cost Section below regarding potential cost-minimizing 

locations)  ComEd states the locations for charging stations would be selected to 

optimize installation costs and vehicle deployment benefits, and required upgrades to 

the distribution system would be one of the criteria used to select deployment locations.  

However, ComEd has not built this consideration into its proposed EV Pilot.  ComEd 

simply assumed that all charging station installations are high cost installations and 

included that inflated amount in the EV Pilot budget.  In addition, it included a $50,000 

installation cost variability fund. 
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 Appropriate Amount 

 In summarizing ComEd witness Hemphill‟s position regarding pre-investment 

prudence determination, the AG claims, 

Staff and parties would also have to evaluate whether the amount of the 
proposed project…was, in fact, an appropriate amount, in order to 
conclude the proposal was prudent… Tr. at 584.  (AG IB, p. 32, emphases 
added) 

In its Initial Brief, ComEd states, 

ComEd proposes to provide information about the EV experience at the 
end of the pilot period. While we are proposing the pilot period conclude at 
the end of 2013, ComEd believes it will have collected enough data by 
that time to develop a total life cycle cost of ownership for each class of 
vehicle as well as data on how the vehicles performed.  (ComEd Revised 
IB, p. 25, emphasis added) 

 ComEd states that it “designed the pilot to be an appropriate size which ComEd 

believes will lead to a fair test of EV technology.” (Staff Ex. 9.1, p. 41, emphasis added)  

Yet it also concludes, “[T]wo hybrid bucket trucks do not provide a sufficient sample size 

to understand the overall operational impacts and benefits of hybrid service vehicles as 

compared to their non-hybrid counterparts in a large commercial fleet.” (Staff Ex. 9.1, p. 

18)  This is inconsistent. (Staff Ex. 9.0 (Rev.), pp. 22-23)  Upon questioning by Staff 

Counsel, ComEd witness McMahan admitted that the 2 PHEV digger derrick trucks 

provide an insufficient sample size to understand the overall operational impacts and 

analyze the EV lifecycle costs of these vehicles. (Tr., January 25, 2011, p. 187)  

Therefore, if the Commission approves the EV Pilot, which it should not, then Staff 

recommends removing the following proposed assets due to insufficient sample sizes to 

provide the purported benefits of the EV Pilot: 8 plug-in cargo/service vehicles 
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($1,080,000); 4 hybrid bucket trucks ($1,000,000);18 and 2 PHEV digger derrick trucks 

($700,000).  The remaining EV Pilot budget of $1,345,905 after these adjustments 

includes 45 plug-in cars ($855,000), the proposed plug-in car budget of $1,620,000 

should be adjusted downward by $765,000 to only account for incremental cost above 

the cost of a standard vehicle (See Double Recovery of Costs Section below), and 45 

Level 2 charging stations ($490,905 [=($10,000х45)+($909х45)]). (ComEd Revised IB, 

p. 23) 

 Cost-Benefit Analysis 

 In summarizing ComEd witness Hemphill‟s position regarding pre-investment 

prudence determination, the AG asserts, 

ComEd witness Hemphill further concurred that Staff might want to 
perform some type of cost-benefit analysis or at least review a ComEd 
cost-benefit analysis to assess a pre-investment prudency decision.  Tr. at 
584.  (AG IB, p. 32, emphases added) 

In discussing EVs, ComEd witness McMahan admitted, “[O]n a first-cost basis, they do 

not pay for themselves.  They‟re more expensive.” (Tr., January 25, 2011, p. 196)  

ComEd witness Hemphill alludes to the EV Pilot as “a large expansion of… expensive, 

untested technology” and he notes, “so many other less expensive options are 

available.” (ComEd Ex. 8.0, p. 4)  In discussing ComEd‟s capital budgeting process, 

ComEd witness McMahan admitted,  

I don't need a single electric vehicle to operate my fleet. They can just do 
fine on internal combustion engines. I don't need them at all… therefore, in 

                                                 
18

 ComEd already owns 11 hybrid bucket trucks and it could have been analyzing the lifecycle cost of 
these vehicles since 2006.  Under cross examination, ComEd witness McMahan claimed that the EV 
Pilot‟s focus is on the lifecycle costs of electric vehicles, plug-in electric vehicles; therefore, the hybrid 
bucket trucks that are hybrids, not plug-in electric vehicles, are not applicable to the focus of ComEd‟s 
proposed EV Pilot. (Tr., January 25, 2011, p. 135)  Accordingly, these vehicles should be removed from 
the EV Pilot.   
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terms of risk scoring, you know, those would fall very low on the scale… I 
can buy internal combustion engines. They cost less; I know what the 
maintenance is; I'm already stocked for the spare parts. I don't need to 
ever buy an electric vehicle... In our regular budget process, we wouldn't 
go with an electric vehicle. They cost more and they serve the same need 
as an internal combustion engine.  (Tr., January 25, 2011, pp. 171-172) 

In fact, ComEd‟s EV Benefits Spreadsheet19 shows that the purchase of 45 plug-in cars 

and associated charging stations at the ComEd-proposed budgeted amounts results in 

a potential net financial loss of $595,080 over ten years. (Staff Ex. 9.0 (Rev.), pp. 8-11) 

 Summary – Prudence of Proposed Investment 

 ComEd witness McMahan admitted that the EV Pilot has not gone through the 

individual project challenge process20 that occurs under traditional regulation before 

deciding to move forward with a project. (Tr., January 25, 2011, p. 174)  The project 

challenge process raises important questions to ensure moving forward with a project is 

prudent, such as the following:  Is ComEd getting the best price for the electric 

vehicles?  Is ComEd assigning the best technology?  Has ComEd entered into the best 

contracts? (Tr., January 25, 2011, p. 173)  ComEd failed to identify alternatives to its 

proposed investments and it provided no justification as to why the proposed technology 

is the best to use.  This shows the lack of detailed planning ComEd has done to date 

regarding the EV Pilot. 

 In summary, ComEd offered no alternatives to its proposed investment in 

general, and it simply dismissed any alternatives suggested by Staff.  ComEd indicated 

that the locations for installing the charging infrastructure are unknown and this fact 

prevents the Commission, Staff, and intervenors from determining that the proposed 

                                                 
19

 ComEd EV Benefits Spreadsheet compared the lifecycle costs of an EV with an equivalent gas vehicle. 
(Staff Ex. 9.1, p. 6) 
20

 Plant Review Committee process (“PRC process”) (Tr., January 25, 2011, p. 168) 
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charging station locations make sense from a reliability and cost-effectiveness 

viewpoint.  In addition, ComEd provides no justification as to why the amount proposed 

is sufficient.  ComEd provides no quantitative analysis showing that the benefits of the 

EV Pilot investments will exceed the costs.  For all of the aforementioned reasons, the 

Commission should not find that implementing the EV Pilot for $5 million is prudent, 

based on ComEd witness Hemphill‟s own recommendations for pre-investment 

prudence determination. (Tr., January 27, 2011, pp. 583-585) 

   b. Reasonableness of Costs 

 ComEd’s Average Cost of Hybrid Bucket Trucks 

 There has been considerable controversy about the basis for ComEd‟s budgeted 

cost for hybrid bucket trucks and ComEd‟s shifting arguments are well-documented in 

Staff‟s Initial Brief.  (Staff IB, pp. 29-32)  Staff‟s Initial Brief points out that the actual 

average cost of hybrid bucket trucks purchased by ComEd is $216,998, so that Staff‟s 

estimate of $215,000 for the hybrid bucket truck budget is much closer to the actual 

average cost of hybrid bucket trucks purchased by ComEd than ComEd‟s estimate of 

$250,000.21  (Staff IB, p. 30)  However, ComEd shifted its position once again in its 

Initial Brief, stating, “The $250,000 unit cost is the average of the prices paid by ComEd 

for a hybrid bucket truck in 2009.” (ComEd Revised IB, p. 23, emphasis added)  ComEd 

apparently wished to clarify its position once again in its Initial Brief regarding the hybrid 

bucket trucks by claiming that the average cost is based on only those hybrid bucket 

trucks purchased in 2009, rather than including all the hybrid bucket trucks it has 

                                                 
21

 “The $250,000 estimated cost per unit provided by ComEd in its budget is an average cost for a hybrid 
bucket truck.” (ComEd Ex. 7.0, p. 3)   
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purchased in the past.  With this further clarification, below is a table showing all of the 

hybrid bucket trucks that ComEd purchased in 2009. (Staff Ex. 2.0 (Rev.), pp. 7-8) 

 
Order 
Date 

Invoice 
Date Company Model Price Price+Taxes+Title 

ComEd 
Truck # Invoice # 

Chassis  4/23/2009 International 2010 Model 4300 $       114,353 $           123,988 649164 33083 

Aerial 3/6/2009 8/26/2009 Altec TA40 fully configured FA model $        85,272 $             90,602 649164 8087284 

     $       199,625 $           214,590   

Chassis  4/23/2009 International 2010 Model 4300 $       116,341 $           126,120 899327 33081 

Aerial 3/4/2009 7/30/2009 Altec TA45M fully configured FA model $        85,424 $             90,763 899327 8086841 

     $       201,765 $           216,883   

Chassis  4/23/2009 International 2010 Model 4300 $       116,341 $           126,120 899328 33082 

Aerial 3/4/2009 7/30/2009 Altec TA45M fully configured FA model $        85,424 $             90,763 899328 8086842 

     $       201,765 $           216,883   

Chassis  4/23/2009 International 2010 Model 4300 $       116,341 $           126,120 899329 33080 

Aerial 3/7/2009 8/31/2009 Altec TA50 non configured FA model $       131,763 $           139,998 649169 8087449 

     $       248,104 $           266,118   

Chassis  4/23/2009 International 2010 Model 4300 $       114,353 $           123,988 649165 33084 

Aerial 3/6/2009 9/1/2009 Altec TA40 fully configured FA model $        85,727 $             91,085 649165 8087442 

     $       200,080 $           215,073   

Chassis  4/23/2009 International 2010 Model 4300 $       114,353 $           123,988 649166 33085 

Aerial 3/6/2009 8/26/2009 Altec TA40 fully configured FA model $        85,272 $             90,602 649166 8087283 

     $       199,625 $           214,590   

Chassis  4/23/2009 International 2010 Model 4300 $       114,353 $           123,988 649167 33086 

Aerial 3/6/2009 8/31/2009 Altec TA40 fully configured FA model $        85,272 $             90,602 649167 8087450 

     $       199,625 $           214,590   

Average Price paid by ComEd for a Hybrid Bucket Truck in 2009 $    207,227 $         222,675   

 

 Once again, ComEd‟s claims are unsupported.  ComEd‟s own invoices for hybrid 

bucket trucks purchased by ComEd in 2009 show that the actual average price paid by 

ComEd is $222,675, not the $250,000 that ComEd claims in its Initial Brief. 

 As Staff and several intervenors note, ComEd has an economic incentive to 

inflate its budgets for its proposed Alt. Reg. projects. (AG IB, pp. 16, 18, 41; CUB IB, pp. 

14, 20; CTA IB, pp. 3, 5, 7; IIEC IB, pp. 11-13, 17, 22; Metra IB, pp. 3, 5, 8, 14; Staff IB, 

pp. 13-14, 27, 52-53)  Moreover, Staff demonstrates not only that ComEd has an 
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incentive to inflate its budgets under its proposed Alt. Reg. plan, but also that it has in 

fact inflated its proposed EV Pilot budget. (Staff IB, pp. 29-30, 32, 34, 36-38, 41) 

 Unsupported Installation Cost 

 ComEd argues that its proposed charging station installation cost budget for its 

EV Pilot reflects: 

[A]dditional material and labor costs to reflect the following circumstances: 
(i) the majority of existing parking spaces at ComEd‟s facilities where 
charging stations would be located are not within 40 feet of the breaker 
panel; (ii) a portion of the existing circuit breaker panels will not be able to 
accommodate additional circuit breaker locations to serve the new EV 
charging loads, given the age of many of ComEd‟s facilities and the fact 
that load has already been added to them over the years; and (iii) 
concrete saw cutting or additional concrete work will be required because 
a majority of ComEd‟s parking spaces where charging stations would be 
located are not directly adjacent to buildings housing electric service 
panels.  (ComEd Revised IB, p. 24, emphases added) 

ComEd offered the circumstances mentioned above only as a criticism of the 

assumptions used by the DOE Study.  This shows the uncertainty about what it should 

cost and the complete lack of detailed planning that ComEd has done to date regarding 

the EV Pilot.  Additionally, ComEd in no way justified how replacing the assumptions 

used in the DOE Study would substantiate ComEd‟s significantly higher budgeted cost.  

ComEd offered no evidence to support the cost of “additional material” or “labor.”  (Staff 

IB. p. 36) 

 In trying to refute the DOE Study‟s assumptions, Mr. McMahan claims that wall-

mounted units are not applicable because parking spaces where charging stations 

would be located are not directly adjacent to buildings.  Yet he later indicates in the 

hearing that ComEd charges all of its Toyota Prius plug-in cars on an electrical outlet 

from the wall. (Staff IB, p. 37)  Considering the Level 2 charging stations that ComEd 
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proposed22 have both Level 1 and Level 2 plugs that can charge a Nissan Leaf and a 

Toyota Prius simultaneously,23 ComEd can simply relocate its 10 Toyota Prius plug-in 

cars to different parking places within its Meter Reading Department next to some of the 

Nissan Leafs so that the Leaf and Prius vehicles can recharge using a single charging 

station.  Locating at least 10 Level 2 charging stations next to buildings can allow for 

cost-minimizing wall-mounted charging station installations.24 

 The circumstances mentioned in ComEd‟s Initial Brief are unsupported as 

ComEd witness McMahan admitted, “[T]he final deployment locations for the EVs and 

their respective charging stations have not yet been identified[.]” (ComEd Ex. 7.0, p. 13)  

It is inconsistent for ComEd to claim that it does not know where the charging stations 

will be located while, at the same time, arguing that a majority of parking spaces where 

charging stations would be located fall under the circumstances mentioned above.  

ComEd states that it would select the locations for charging stations to optimize the 

balance between installation costs and vehicle deployment benefits, and that required 

upgrades to the distribution system would be one of the criteria used to select 

deployment locations.  However, rather than building this consideration into its budget, 

ComEd simply assumes that all charging station installations are high cost installations 

for the purpose of creating its budget and, moreover, adds a $50,000 installation cost 

variability fund. (Staff IB, pp. 36-37)  Staff‟s position is that there is insufficient 

                                                 
22

 The dual output feature of the charging station added roughly $27,500 [=($4,350 – $3,850)×55] to the 
charging station equipment cost. (Staff Ex. 9.1, p. 8)  
23

 “*Note: Both the 120VAC and the 208/240VAC charging outputs can operate simultaneously.” (Staff 
Ex. 9.1, p. 72, emphasis in original) 
24

 “The main purpose [of the ChargePoint Dual Mode Wall Model: CT2103 charging station] is to minimize 
the install footprint in garages and parking structures and to minimize installation costs.  It supports 
120V/15A circuits and can be used with a normal household cord and can also connect to cars with the 
J1772 cable, supplying up to 240V.” (Staff Ex. 9.1, pp. 9-10) 
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information in the record to conclude that the budgeted installation costs are 

reasonable. 

 Summary – Reasonableness of Costs 

 In its Initial Brief, ComEd incorrectly claims that the evidentiary record shows that 

ComEd‟s EV Pilot budget is reasonable. (ComEd Revised IB, p. 26)  Staff‟s Initial Brief 

fully addresses why the costs included in ComEd‟s proposed EV Pilot budget are 

unreasonable and highlights how ComEd failed to meet its required Rate ACEP 

showing that the budgeted costs for its proposed investments are reasonable. (Staff IB, 

pp. 26-41; ComEd Ex. 1.2, Original Sheet No. X+1) 

 In its Initial Brief, ComEd contends that it adequately explained “the basis for the 

unit cost estimates of the assets in the EV Pilot in ComEd‟s Response to Staff Data 

Request JLH 1.09 (Staff Ex. 9.1 at 34-43).” (ComEd Revised IB, p. 23)  Staff disagrees.  

An examination of this document shows that ComEd provided the exact same set of 

information that Staff did in its Initial Brief. (Staff IB, pp. 26-27; Staff Ex. 9.1, pp. 34-43)  

This is simply a list of assets with ComEd-proposed budget estimates.  With respect to 

future test years in a rate case, a statement from an independent certified public 

accountant on the preparation and presentation of various schedules is required, 

including schedules addressing forecasts and budget variances. (83 Ill Admin Code 

285.7005 and 7010 and 7070)  Here no such information has been provided. 

 As discussed in its Initial Brief, Staff attempted to independently verify ComEd‟s 

budgeted prices.  The prices for all of the assets proposed, with the exception of the 

Nissan Leaf, are not publicly available and could not be verified by Staff.  ComEd was 

very aware of this fact when it filed both its rebuttal and surrebuttal testimonies.  There 

is, as yet, no supporting documentation to substantiate its claims regarding the costs in 
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its budget.  (Staff IB, p. 33)  Additionally, ComEd may have access to price discounts 

available to it that only it is aware of.  Such discounts would reward ComEd not for 

superior efficiency, but rather for its superior knowledge as a participant in the market. 

(Staff Ex. 9.0 (Rev.), p. 2) 

 A critical issue is ComEd‟s inability to specify what exactly it intends to purchase 

under the proposed Rate ACEP budgets.  Lack of such specificity creates the 

opportunity for ComEd to make decisions that ensure that the project comes in under 

budget even without any efficiency gains. (Staff IB, p. 31)  ComEd incorrectly states that 

the controversy over its EV Pilot budget stems almost exclusively from confusion over 

the types of vehicles and [aerial] equipment to be acquired and piloted.25 (ComEd 

Revised IB, pp. 3, 26)  Under ComEd cross examination, Staff witness Hinman denied 

that specifying the exact number of TA-50s and TA-40s26 of aerial equipment packages 

would eliminate her concerns regarding ComEd‟s proposed hybrid bucket truck budget. 

(Tr., January 26, 2011, p. 274)  In fact, Ms. Hinman and ComEd agree that many other 

factors can impact ComEd‟s final investment expenditure amount besides just the aerial 

equipment packages.  ComEd readily admits, “[B]ucket truck costs vary widely 

depending on the type of mounted aerial equipment as well as other vehicle 

components such as lighting and storage compartments.”27 (ComEd Revised IB, p. 26, 

emphasis added; Staff IB, pp. 30-31)  In addition, ComEd‟s Alt. Reg. proposal does not 

hold the Company accountable for the specific vehicle types on which its budget was 

based, as ComEd notes in its Initial Brief. (ComEd Revised IB, p. 24)  This further 

                                                 
25

 While some of the controversy over its EV Pilot budget does stem from ComEd‟s shifting position 
regarding vehicle types to be acquired and piloted, the controversy regarding the EV Pilot budget is in no 
way restricted to this issue, as Staff describes in detail in its Initial Brief. (Staff IB, pp. 26-41) 
26

 Telescopic/Articulating Aerial Devices (ComEd Revised IB, p. 23) 
27

 ComEd‟s hybrid bucket truck invoices provided to Staff do not specify the type of other components 
(e.g., lighting, storage boxes, and ladder racks) included in the purchase price of the hybrid bucket trucks. 
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complicates the project completion determination that is necessary for calculating the 

incentive component of Rate ACEP. (ComEd Ex. 1.2, Original Sheet No. X+15; Staff Ex. 

9.1, pp. 50-51, 56; Staff Group Cross Ex. 1, p. 47) ComEd can more easily complete a 

program under budget by simply purchasing assets with lower functionality or with 

cheaper components. (Staff IB, p. 31)  Purchasing assets with different components in 

order to beat the budget does not represent the sort of efficiency gains the Company 

purports the budgets will incentivize. (ComEd Revised IB, p. 9) 

 ComEd states, “The budget-based evaluation mechanism is an effective tool to 

evaluate a project‟s benefits and costs.” (ComEd Revised IB, p. 9)  However, analysis of 

the EV Pilot budget supports the conclusion that use of a ComEd-proposed budget 

does not provide a reasonable standard upon which to measure performance and the 

success of an alternative regulation program.  As Staff and several intervenors highlight, 

the message to be gleaned from the proposal is that a proposed budget is an illusory 

benchmark for measuring utility performance and success of an Alt. Reg. program. 

(AARP IB, pp. 7, 12-13; AG IB, pp. 1, 16, 40-41, 50, 54; CG IB, p. 3; CUB IB, pp. 25, 27; 

CTA IB, pp. 1-5, 7; IIEC IB, pp. 7, 18, 22; Staff IB, pp. 29, 31, 40-41) 

   c. Project Completion 

 In its Initial Brief, CUB states, 

For example, assume ComEd decides after spending three-quarters of its 
approved budget on electric vehicles that it no longer wishes to evaluate 
electric vehicles. ComEd could cease project investment without penalty, 
having recovered all of the costs it incurred for the program.  (CUB IB, p. 
11) 

With respect to ceasing investment in EVs, ComEd states, in part,  

…ComEd would not consider the EV Pilot to be completed as approved by 
the Commission in accordance with the provisions on Original Sheet X+2 
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in ComEd Ex. 1.2, and thus, there would be no final investment 
expenditure amount[28] to calculate an Investment Recovery Component 
for the EV Pilot. ComEd would then likely seek to modify the EV Pilot via a 
petition to the ICC in accordance with the provisions on Original Sheet 
X+19 in ComEd Ex. 1.2.  (Staff Ex. 9.1, p. 41) 

This illustrates how ComEd‟s proposed Alt. Reg. program has in place measures that 

ensure it can complete projects under budget.  If the market price, which ComEd does 

not control, changes in an unfavorable direction for ComEd, it can simply petition the 

Commission to modify the program.29  This ensures that ComEd can choose to 

complete any project under budget and further supports the conclusion that use of a 

ComEd-proposed budget does not provide a reasonable standard upon which to 

measure ComEd‟s performance and the success of an alternative regulation program. 

(AARP IB, pp. 7, 12-13; AG IB, pp. 1, 16, 40-41, 50, 54; CG IB, p. 3; CUB IB, pp. 25, 27; 

CTA IB, pp. 1-5, 7; IIEC IB, pp. 7, 18, 22; Staff IB, pp. 29, 31, 40-41) 

   d. Double Recovery of Costs 

 In its Initial Brief, ComEd maintained its position that it does not plan on removing 

any vehicles from service prematurely as a result of the EV Pilot. (ComEd Revised IB, 

p. 25)  In its Initial Brief, Staff notes that ComEd claimed that all of the vehicles that it 

plans to acquire through the EV Pilot will be used to replace older vehicles that are at 

the end of their useful life. (Staff IB, p. 39)  Without the EV Pilot, ComEd would be 

replacing these older vehicles that are at the end of their useful life with new vehicles in 

its normal course of business.  In its Initial Brief, the AG states, “including new 

investment in electric vehicles in Rate ACEP without accounting for the avoided capital 

                                                 
28

 Contrary to this statement, ComEd stated, “Programs that are concluded or terminated will have final 
investment expenditure amounts determined for the program.” (Staff Ex. 9.1, p. 50, emphasis added) 
29

 Under Section 9-244(f) of the PUA, ComEd can petition the Commission to revise or modify a program 
after the initially approved program has been in effect. (220 ILCS 5/9-244(f))   
Under Section 9-244(c) of the PUA, ComEd can request revisions to its program as are necessary to 
result in the program meeting its objectives during the biennial review proceeding. (220 ILCS 5/9-244(c)) 
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cost of new vehicles that would have otherwise been acquired is another example of 

mismatched rate determination.” (AG IB, p. 44)  Staff and several intervenors point out 

that ComEd‟s current proposal constitutes double recovery of costs. (AG IB, p. 15-16, 

43-44; CG IB, p. 4; CTA IB, p. 3; Staff IB, pp. 39, 41)  Staff maintains that if the 

Commission approves the EV Pilot, which Staff recommends it should not, ComEd 

should only be allowed to recover the incremental cost above the cost for a standard 

vehicle for the EVs it purchases under Rate ACEP. (Staff IB, pp. 39, 41) 

 O&M Savings 

 In its Initial Brief, the AG discusses how ComEd‟s proposal does not 

appropriately account for potential O&M savings that may result from the projects. (AG 

IB, p. 44)  ComEd admitted that there will indeed be fuel savings from the purchase of 

EVs.  ComEd estimated that $750,105 [=($16,669 х 45)] of fuel savings30 will result over 

10 years from ComEd‟s purchase of 45 Nissan Leafs as part of its EV Pilot. (Staff Ex. 

9.1, p. 6)  “ComEd does not believe the EV Pilot will cause it to incur additional O&M 

costs. ComEd is, therefore, not requesting any additional O&M costs be recovered 

through Rate ACEP.” (ComEd Revised IB, p. 25)  While ComEd proposes no additional 

O&M costs be recovered through Rate ACEP, more importantly, it also proposes no 

credit to customers for this O&M savings. 

 Adjustments to EV Pilot Budget – Incremental Cost 

 Plug-in Car 

 Regarding the Nissan Leaf plug-in cars that ComEd proposes to purchase and 

deploy to its Meter Reading Department as part of its EV Pilot, ComEd witness 

McMahan stated, “You can buy an equivalent vehicle for 16 to 18 [thousand dollars] 

                                                 
30

 Fuel Savings = Avoided Gas Cost – Electric Cost  
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with an internal combustion engine.” (Tr., January 25, 2011, pp. 196-197)  Taking 

ComEd witness Mr. McMahan at his word, the average cost for a standard vehicle that 

ComEd could deploy to its Meter Reading Department is $17,000 [=($16,000 + 

$18,000) / 2].  Based on ComEd‟s budgeted plug-in car cost of $36,000, the incremental 

cost of a plug-in car is $19,000 [=($36,000 – $17,000)].  Therefore, if Rate ACEP and 

the EV Pilot are approved, ComEd should only be allowed to recover the average 

incremental cost of $855,000 [=($19,000 х 45)] for the 45 plug-in cars it proposes to 

purchase as part of the EV Pilot.  Therefore, the EV Pilot budget should be reduced by 

$765,000 [=($1,620,000 – $855,000)] for the plug-in car portion of the budget.  (ComEd 

Revised IB, p. 23) 

 Hybrid Bucket Truck (non-pluggable) 

 ComEd notes that the incremental hybrid cost for a hybrid bucket truck (non-

pluggable) is $55,000.31 (Staff Ex. 9.1, p. 32)  Therefore, if the EV Pilot is approved in its 

entirety, ComEd should only be allowed to recover the incremental hybrid cost of 

$220,000 [=($55,000 х 4)] for the 4 hybrid bucket trucks it proposes to purchase as part 

of the EV Pilot.  Therefore, the EV Pilot budget should be reduced by $780,000 

[=($1,000,000 – $220,000)] for the hybrid bucket truck portion of the budget.  (ComEd 

Revised IB, p. 23) 

 PHEV Digger Derrick 

 ComEd notes that the incremental cost for a PHEV digger derrick truck is 

$100,000.32 (Staff Ex. 9.1, p. 32)  Therefore, if the EV Pilot is approved in its entirety, 

                                                 
31

 ComEd notes that the cost for a standard diesel vehicle portion of a hybrid bucket truck is $175,000. 
(Staff Ex. 9.1, p. 32) 
32

 ComEd notes that the cost for a standard diesel vehicle portion of a PHEV digger derrick truck is 
$250,000. (Staff Ex. 9.1, p. 32) 
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ComEd should only be allowed to recover the incremental cost of $200,000 [=($100,000 

х 2)] for the 2 PHEV digger derrick trucks it proposes to purchase as part of the EV 

Pilot.  Therefore, the EV Pilot budget should be reduced by $500,000 [=($700,000 – 

$200,000)] for the PHEV digger derrick truck portion of the budget.  (ComEd Revised 

IB, p. 23) 

 Plug-in Cargo/Service Vehicle 

 ComEd has not provided the incremental cost above a standard vehicle for the 

plug-in cargo/service vehicle portions of its EV Pilot budget.  Therefore, if the 

Commission approves the EV Pilot in its entirety, the Commission should require 

ComEd to provide this information and to reduce the EV Pilot budget accordingly to 

prevent ComEd from double recovering its costs. 

 Summary – Double Recovery of Costs 

 If the Commission approves Rate ACEP and the EV Pilot, which it should not, the 

Commission should require ComEd to provide the incremental cost above a standard 

cargo/service vehicle for the plug-in cargo/service vehicle portion of the EV Pilot budget.  

The Staff-recommended targeted investment expenditure amount provided in the table 

below should be adjusted downward by the cost of 8 standard cargo/service vehicles to 

prevent ComEd from double recovering its costs.  This reduction in the EV Pilot budget 

is in addition to the standard vehicle reduction of $2,045,00033 for the plug-in cars, 

hybrid bucket trucks, and PHEV digger derrick trucks.  As previously mentioned, Staff 

maintains that ComEd‟s budgeted unit cost estimates are inflated, especially for the 

Level 2 charging stations and incidental equipment and contingency.  In its Initial Brief, 

Staff noted that it found the charging infrastructure‟s budgeted cost to be inflated by 

                                                 
33

 Adjusted EV Pilot budget: $2,955,000 [=($5,000,000 – $2,045,000)] 
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approximately $498,135.  (Staff IB, p. 36)  If the Commission agrees with Staff‟s 

observation regarding ComEd‟s inflated unit cost estimates, then Staff‟s recommended 

targeted investment expenditure amount should be adjusted downward accordingly.  If 

the Commission approves Rate ACEP and the EV Pilot in its entirety, which it should 

not, then Staff recommends the Commission approve the targeted investment 

expenditure amount of $2,955,000 provided in the table below, with the aforementioned 

adjustments.  

 

 

   e. Benefits 

 In its Initial Brief, ELPC, a self-proclaimed strong proponent of EVs, concludes, 

“ComEd fails to demonstrate how its customers will benefit” from the EV Pilot and for 

that reason, “ELPC believes the Commission must reject ComEd‟s proposal.” (ELPC IB, 

pp. 1-2)  In its Initial Brief, the AG states, “In short, ComEd already is engaged in what 

looks to be meaningful assessments of the performance of EVs and other non-

traditional vehicles. Their proposal to require ratepayers to pay a premium for the 
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privilege of having ComEd study efficiencies gained from 59 EVs is not the kind of 

tangible „benefit‟ that Section 9-244(b)(2) of the Act envisions.” (AG IB, pp. 19-20) 

 ComEd emphasizes that the information about EV lifecycle costs and operational 

considerations will be valuable in the operation of its own utility fleet as well as for 

customers considering purchasing EVs. (ComEd Revised IB, p. 27)  Considering that 

ComEd already owns 10 plug-in hybrid electric vehicles and 11 hybrid bucket trucks 

(some of which have been deployed since 2006), the premise of its EV Pilot program is 

undermined by the fact that ComEd has failed34 to analyze or provide any data from 

their use. (Staff Cross Ex. 1, p. 5)  This does not support ComEd‟s position that it is 

committed to distributing any benefits from information learned to ratepayers or even 

that ComEd is committed to the project to gather this type of information. (Staff Ex. 2.0 

(Rev.), p. 20) 

 220 ILCS 5/9-244(b)(2) 

 ComEd witness McMahan asserted that ComEd‟s current EV initiatives35 will 

provide the following benefits: (1) these initiatives will help ComEd assess EVs‟ ability to 

replace carbon-fueled vehicles in its utility fleet; (2) they should provide ComEd with 

knowledge of the lifecycle costs of ownerships of the EVs; (3) they should provide 

knowledge to ComEd of EV operational considerations, including identification and 

resolution of any potential problems; (4) they can be expected to produce a limited 

                                                 
34

 “ComEd states that it has no internal reports based on the electric vehicles or bucket trucks currently 
deployed by ComEd.” (Staff Ex. 9.1, p. 47) 
35

 ComEd‟s current and past EV initiatives are discussed in detail on pages 12-15 of Staff Cross Ex. 1.  
ComEd intends to purchase 25 PHEV bucket trucks, 11 GM Volts (extended range electric vehicles), 8 
hybrid bucket trucks (non-pluggable), and 1 PHEV digger derrick truck.  ComEd owns 36 Level 2 
charging stations.  ComEd‟s current green fleet consists of over 1,900 trucks running on biodiesel, 320 
“flex fuel” vehicles capable of running on E85 ethanol, 11 hybrid bucket trucks, 40 hybrid sedans, 142 
hybrid SUVs, and 10 converted plug-in hybrid sedans equipped with smart charging technology. (Staff 
Cross Ex. 1, p. 5)   
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reduction in emissions and other environmental benefits compared to vehicles that run 

on conventional fuels; and (5) they are expected to allow remote communications and 

load management capabilities associated with some of the EVs. (Tr., January 25, 2011, 

pp. 186-187)  These “benefits” will be realized in the absence of the Alt. Reg. program 

under ComEd‟s current EV initiatives.  Section 9-244(b)(2) of the PUA requires that the 

program “likely 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.” (220 ILCS 5/9-244(b)(2), emphases added)  The EV Pilot does not 

meet the requirement posited in Section 9-244(b)(2) of the PUA.  

 Lifecycle Costs 

 In discussing benefits of the EV Pilot, ComEd witness Mr. McMahan stated, 

[T]he primary focus of the pilot is on the life cycle costs. So we‟ll have 
information based on usage, battery life, how much it actually discharges, 
how much it actually recharges; what the… life of the battery is; in other 
words, how fast does that battery really degrade; what are the 
maintenance costs associated with these electric vehicles… But the 
major… focus of the EV pilot is on how much do these costs over their life, 
because on a first-cost basis, they do not pay for themselves. They‟re 
more expensive.  (Tr., January 25, 2011, pp. 195-196) 

In its Initial Brief, ComEd states, “While we are proposing the pilot period conclude at 

the end of 2013, ComEd believes it will have collected enough data by that time to 

develop a total life cycle cost of ownership for each class of vehicle as well as data on 

how the vehicles performed.” (ComEd Revised IB, p. 25)  Staff disagrees.  If the 

aforementioned statement was true, then ComEd should already know the lifecycle cost 

of the hybrid bucket trucks it purchased back in 2006 and should be able to invest in 

these vehicles under traditional regulation if it finds the fuel savings covers the 

incremental cost of these vehicles. 
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 ComEd plans to purchase most of the EVs by the first quarter of 2012 and 

intends to provide an analysis of the data it has collected for the previous 2 years after 

the end of 2013.  Staff is not convinced that 2 years worth of data will provide an 

adequate amount of information regarding the impact that diverse climate conditions 

have on the battery life of EVs. (Tr., January 25, 2011, pp.143-145)  If the Commission 

approves Rate ACEP and the EV Pilot, which it should not, then the Commission should 

require ComEd to file an EV lifecycle cost report approximately 10 years36 after the 

vehicles have been deployed to ensure customers receive this beneficial information 

regarding battery life and EV lifecycle costs.  The EV lifecycle cost report should include 

the lifecycle costs of all ComEd‟s vehicles (e.g., including the GM Volts and other 

vehicles purchased under ComEd‟s current EV initiatives). 

   f. Staff‟s Recommendation 

 Staff recommends that the Commission reject the proposed EV Pilot as ComEd 

has not demonstrated that implementing the EV Pilot for $5 million is prudent.  Staff 

recommends that the Commission reject the proposed Rate ACEP budget for the EV 

Pilot since the reasonableness of the costs included in the proposed EV Pilot budget is 

insufficiently supported.  Staff maintains that ComEd has inflated its Rate ACEP budget 

for the EV Pilot.  A ComEd-proposed budget does not provide a reasonable standard37 

                                                 
36

 ComEd states that it expects the batteries in the EVs to last 10 years. (Staff Ex. 9.1, p. 41)  However, if 
batteries do not last 10 years, then an earlier lifecycle cost report may be appropriate. 
37

 “[T]he Commission… may authorize for some or all of the regulated services of that utility, the 
implementation of one or more programs consisting of… 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.” (220 ILCS 5/9-244(a), emphases 
added) 
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to measure ComEd‟s performance and whether an alternative regulation program is 

successful.38 

 Staff maintains that if the Commission approves the EV Pilot, which it should not, 

ComEd should only be allowed to recover the incremental cost above the cost of a 

standard vehicle for the EVs it purchases under Rate ACEP.  The Commission should 

require ComEd to provide the incremental cost above the cost of a standard 

cargo/service vehicle for the plug-in cargo/service vehicle portion of the EV Pilot budget.  

If the Commission approves Rate ACEP and the EV Pilot in its entirety, which it should 

not, then in order to prevent ComEd from double recovering some of its costs, Staff 

recommends the Commission approve the targeted investment expenditure amount of 

$2,955,000, which should be adjusted downward by the cost of 8 standard 

cargo/service vehicles. 

 The benefits which ComEd purports the proposed EV Pilot will result in will still 

be realized in absence of the Alt. Reg. program due to ComEd‟s current EV initiatives.  

Therefore, the EV Pilot does not meet the requirement posited in Section 9-244(b)(2) of 

the PUA.39  If the Commission approves Rate ACEP and the EV Pilot, then the 

Commission should require ComEd to file an additional EV lifecycle cost report 

approximately 10 years40 after the vehicles have been deployed to ensure customers 

receive this beneficial information regarding battery life and EV lifecycle costs.  The EV 

lifecycle cost report should include the lifecycle costs of all ComEd‟s vehicles (e.g., 

                                                 
38

 ComEd states that it “proposes a pilot of alternative regulation and a means of testing whether it should 
be pursued on a larger scale.” (ComEd Revised IB, p. 1) 
39

 Section 9-244(b)(2) of the PUA requires that the Alt. Reg. program “likely 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.” (220 ILCS 5/9-244(b)(2), emphases added) 
40

 ComEd states that it expects the batteries in the EVs to last 10 years. (Staff Ex. 9.1, p. 41)  However, if 
batteries do not last 10 years, then an earlier lifecycle cost report may be appropriate. 
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including the GM Volts and other vehicles purchased under ComEd‟s current EV 

initiatives). 

  3. Low-Income Customer Assistance Program 

 The Company presents no new arguments to support the proposal for a low-

income customer assistance program as part of its Rate ACEP request.  Instead, 

ComEd repeats the basic truism that more money collected will result in more money 

available for spending.  (ComEd Revised IB, pp. 28-29)  Further, ComEd ignores the 

current funding status for present and future low-income customer assistance programs 

(i.e., the Stipulation and Commission Order in Docket No. 10-0640 for ComEd to Fund 

Care Programs through 2011).  ComEd‟s Initial Brief also ignores both the required 

monthly funding imposed upon all Illinois ratepayers and the September 1, 2011 

operational mandate for a statewide Percent of Income Payment Plan under the 

Supplemental Energy Assistance Fund (305 ILCS 20/18).  (Staff IB, pp. 41-47) 

 For the reasons set forth elsewhere in this Reply Brief and Staff‟s Initial Brief, 

Staff maintains its general recommendation that the Commission deny Rate ACEP.  

However, should the Commission disagree and approve Rate ACEP, then for all the 

reasons stated in Staff‟s Initial and Reply Briefs, ComEd‟s request for a Low-Income 

Assistance program as part of its proposed Rate ACEP should be denied. 



Docket No. 10-0527 
Staff Reply Brief 

 

36 

 

 C. Mechanism for Future Rate ACEP Projects 

  1. Subsequently-Approved Smart Technology Investments 

  2. Proposed Future Use of Rate ACEP as Recovery Mechanism  

 ComEd offers three reasons why the Commission should approve its proposal to 

include smart grid terms in Rate ACEP.41  First, ComEd states that “[T]he Commission 

should make clear that Smart Grid funding will be reviewed and approved on a 

prospective basis, so that policy issues can be determined before rather than after the 

commitment of funds.”  (ComEd Revised IB, p. 31) This statement does not support 

establishing a smart grid cost recovery mechanism in this proceeding.  Rather, it 

describes the series of smart grid activities described in the Final Order in Docket No. 

07-0566 wherein smart grid policies are established prior to ComEd filing a proposal.  

Thus, that Order contemplates exactly what ComEd is suggesting needs to be done:  

set policies in advance of ComEd‟s proposal and therefore well in advance of ComEd 

spending money on smart grid projects.   

 ComEd‟s second reason is that “the Commission should put in place a 

mechanism that allows utilities to plan and justify Smart Grid investments on a 

programmatic basis.”  (Id.)  It is unclear what the meaning of “programmatic” is in this 

context, but Staff assumes that ComEd is arguing that having to offer a cost recovery 

proposal each time it submits a proposal would disrupt its deployment plans.  Staff 

disagrees.  ComEd has been evaluating smart meters for several years – its AMI pilot 

program comprises about 130,000 meters – and it is unlikely to cease evaluating the 

                                                 
41

 ComEd states that, “Of course, there are additional advantages to be gained from alternative regulation 

(e.g., improved efficiency), but these are the main reasons why a decision should be made to establish 
that structure now.” (ComEd Revised IB, p. 32) 



Docket No. 10-0527 
Staff Reply Brief 

 

37 

 

costs and benefits of smart meters in the event the Commission rejects its proposal to 

prospectively establish a cost recovery mechanism.  (Staff IB, pp. 49-50) 

 Third, ComEd states that “waiting to confront all over again the issues that have 

been litigated in this docket will complicate and – inevitably – delay the deployment of 

whatever Smart Grid programs the Commission does approve.”  (ComEd Revised IB, p. 

31) Staff does not believe there is evidence in this proceeding indicating that 

Commission rejection of ComEd‟s proposal would materially delay deployment of 

Commission-approved Smart Grid proposals.  As Staff has pointed out, there is little 

difference between the timetable for filing implementation plans under ComEd‟s 

proposal and the timetable described in the 07-0566 Order, as both timetables envision 

the filing of implementation plans after the Policy Docket is completed.  (Staff IB, p. 48) 

The only possible difference in the timetables would be in the length of the 

implementation proceeding, which under ComEd‟s proposal is to be completed within 

five months (ComEd Petition, p. 7), whereas a Section 9-244 proceeding could take as 

long as nine months.  However, it is not certain that the Commission would agree that 

five months is sufficient time to review a comprehensive smart grid proposal.  And, even 

if the Commission did limit an implementation plan proceeding to five months, the extra 

four months for a Section 9-244 proceeding could hardly be considered a significant 

delay in the context of investments (such as AMI), that may take years to complete.  

Moreover, any time difference (if there were any) could be productively devoted to 

evaluating the cost recovery mechanism in the context of the actual proposed program.   

 ComEd offers only the barest description of its future smart grid investments, yet 

the Company is asking the Commission to find that the budget-based cost recovery 

mechanism would be as suitable for all future smart grid investments as it is for the low-
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income, EV and UUFR programs proposed in this proceeding.  Absent a thorough 

examination of the details of those future programs, the Commission should not make 

that conclusion. 

  3. Proposed Rate ACEP Review Procedure  

 D. Alternative Regulation in General and Rate ACEP 

  1. Defining Alternative Regulation 

  2. Analyzing Rate ACEP   

 E. Rate Design Issues (Uncontested)  

IV. STATUTORY REQUIREMENTS AND REQUESTED APPROVALS 

 A. Section 9-244 of the Public Utilities Act 

1. Section 9-244(b): Findings for Approval of Alternative Rate 
Regulation Program 

   a. Finding under 9-244(b)(1) 

   b. Finding under 9-244(b)(2) 

 Staff‟s Initial Brief completely explained the reasons why Rate ACEP does not 

meet the requirements of either Sections 9-244(b)(1) or (b)(2).  Nothing in ComEd‟s 

Initial Brief successfully rebutted those points.  However, in making its arguments, 

ComEd states:  

Moreover, because of the pass-through nature of O&M costs under the 
Alternative Regulation program, customers will receive the benefit of any 
actual operational savings and additional efficiency benefits without 
waiting for the next rate case, or for alternative regulation review.  (ComEd 
IB, p. 38) 

 

Staff witness Rearden pointed out that this claim highlights the importance that budgets 

assume in Rate ACEP.  The strong incentive to increase the budget that Rate ACEP 

engenders is a powerful reason to believe that ComEd is exaggerating the likelihood 
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that this claim is true.  On the other hand, it is true that Rate ACEP provides ComEd the 

ability to begin recovering costs in between rate cases without regard to its overall 

returns. 

 On page 39 of its Initial Brief, ComEd again asserts that when considering 

whether Rate ACEP passes (b)(2), the evaluation should assume that the project is not 

done under traditional regulation.42  Staff‟s Initial Brief argued that the relevant 

comparison for both subparagraphs is to the case when the project is implemented.  

However, in any case, the comparison should be carried out under the same premise 

for both (b)(1) and (b)(2), since (b)(2) also requires a comparison to traditional 

regulation.  Note that if a project is necessary, then it should be implemented under 

traditional regulation, whereas if it is not necessary, then it should not be implemented 

under traditional regulation. (Staff IB, pp. 55-56) 

   c. Finding under 9-244(b)(8)  

   d. Findings under 9-244(b)(3) – (b)(7)  

2. Request for Approval of Rate ACEP – Accelerated Customer 
Enhancements Pilot (“Rate ACEP”) Tariff 

 B. Interaction with General Rate Case 

V. OTHER ISSUES RAISED BY OTHER PARTIES 

 

 

 

 

 

 

 

                                                 
42 “Unlike subparagraph (1) of Section 9-244(b), subparagraph (b) does not require a demonstration that 

the program is likely to result in other benefits that would not be available if the services covered by the 
program were implemented under traditional regulation.”  
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VI. CONCLUSION 

 

 WHEREFORE, for all of the following reasons, Staff respectfully requests that the 

Commission‟s order in this proceeding reflect all of Staff‟s recommendations regarding 

the Company‟s request for approval of an Alternative Rate Regulation Plan pursuant to 

Section 9-244 of the Public Utilities Act. 
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