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I. Introduction 1 

A. Identification of Witnesses 2 

Q. What is your full name and business address? 3 

A. My name is Michelle Blaise.  My business address is 2 Lincoln Centre, 10th Floor, 4 

Oakbrook Terrace, Illinois 60181. 5 

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

A. I am the Vice President, Engineering & Project Management of Commonwealth Edison 7 

Company (“ComEd”). 8 

B. Purpose, Summary of Testimony, and Conclusions 9 

Q. What are the purposes of your direct testimony? 10 

A. I explain how ComEd’s delivery system works and how its operations function is 11 

managed.  I support the distribution investments ComEd has made and the expenses it 12 

incurs in constructing, operating, and maintaining its distribution system.  Together with 13 

the testimony of Mr. Donovan (ComEd Ex. 6.0), who addresses ComEd’s customer 14 

services investment and expenses, I support the overall prudence and reasonableness of 15 

ComEd’s investments, operations, and expenses.  16 

Q. What subjects does your testimony address? 17 

A. In Section II, I focus on the capital investments in ComEd’s Illinois jurisdictional rate 18 

base.1  In that Section: 19 

                                                 
1 The Illinois jurisdictional rate base and revenue requirement is ComEd’s delivery services costs, 

does not include transmission costs, and is what I refer to throughout my testimony as ComEd’s “rate base” 
and “revenue requirement,” respectively, unless I clearly say otherwise. 
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 I describe the types of assets that comprise ComEd’s rate base, including 20 

Distribution Plant, General Plant, and Intangible Plant.  I also briefly discuss 21 

certain special classes of assets, such as Materials and Supplies. 22 

 I explain how ComEd determines if and when investment in new plant is 23 

appropriate, and the rigorous operational and financial controls we apply to 24 

ensure that our investments are prudent and reasonable in cost.  25 

 I describe the investments in service at the end of 2010 and the projected plant 26 

additions for 2011.  All of these assets are serving or will serve our retail 27 

customers.  28 

 As an engineer and executive with over 25 years of experience in distribution 29 

operations, I conclude that ComEd’s proposed rate base assets are or, by the 30 

end of 2011, will be both used for and useful in providing delivery services to 31 

our retail customers and that our rate base assets are or will be prudently 32 

incurred at a reasonable cost. 33 

In Section III, I discuss the major capital investments listed on ComEd’s Schedule 34 

F-4 that ComEd is seeking to add to rate base.  I describe those projects in detail and 35 

explain why the investments should be included in rate base.  I also describe major 36 

capital expenditure programs, referred to as blanket programs, through which ComEd 37 

manages large numbers of similar small investments. 38 

In Section IV of my testimony, I discuss ComEd’s operations and maintenance 39 

(“O&M”) expenses.  In that Section: 40 
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 I describe the major components of ComEd’s O&M expenses, including 41 

Distribution Operations and Maintenance expenses and Administrative & 42 

General (“A&G”) expenses that support operations.  The testimony of Mr. 43 

Donovan (ComEd Ex. 6.0) and Mr. Fruehe (ComEd Ex. 4.0) discuss other 44 

expenses. 45 

 I describe the major Distribution Operations functions performed by ComEd, 46 

and the expenses incurred for those major functions during 2010.   47 

 I explain how ComEd manages its operations and expenses to keep costs low 48 

and performance high.  Among the tools that are critical to these efforts are 49 

our performance-based incentive compensation programs, which I also 50 

discuss. 51 

 I describe ComEd’s total 2010 O&M expenses.  ComEd’s operating expenses 52 

(before income taxes) have only increased by about $2 million from the 53 

operating expenses allowed in the 2010 Rate Case to approximately $1,423 54 

million. 55 

 I conclude that ComEd’s distribution O&M and related A&G expenses are 56 

reasonable and reflect prudent management and operation of the distribution 57 

system. 58 

Q. Are any exhibits attached to your testimony? 59 

A. Yes.  ComEd Exhibit (“Ex.”) 5.1 is Schedule F-4, which ComEd prepared to provide 60 

additional information to the Commission as part of this initial formula rate filing.  61 

ComEd Ex. 5.2 identifies all of ComEd’s 2011 projected plant additions in detail. 62 
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C. Background and Qualifications 63 

Q. What are your current duties and responsibilities for ComEd? 64 

A. As Vice President, Engineering & Project Management, I am responsible for capacity 65 

planning, distribution reliability programs, project management, long-range work 66 

planning, and vendor management.  67 

Q. Prior to your current position, what other positions did you hold at ComEd? 68 

A. Before assuming my current position, I was Director, Reliability Programs & Capacity 69 

Planning from January 2007 to July 2010.  In this role, I oversaw the development of 70 

programs to improve electric distribution system reliability and maintenance programs, 71 

and managed the development of capacity expansion programs.  72 

From 2004 to 2007, I served as Manager, Construction & Maintenance at ComEd.  73 

In that role, I was responsible for field work planning, execution, and budgeting for the 74 

Construction & Maintenance department.  I have also held positions as Manager, 75 

Strategic Planning; Lead Technical Support Engineer; and staff Engineer. 76 

Q. What is your educational background? 77 

A. I hold a Master of Business Administration from DePaul University and a Bachelor of 78 

Science in Mechanical Engineering from Illinois Institute of Technology (IIT). 79 

II. Rate Base 80 

A. Description of Assets in Rate Base 81 

Q. What are the major components of ComEd’s rate base? 82 

A. A major component is Distribution Plant, the types of equipment that provide distribution 83 

service.  Rate base also includes General Plant and Intangible Plant, two types of assets 84 
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required to support the provision of delivery services.  Other components, such as those 85 

relating to taxes, are beyond my responsibility as an operating executive.  Ms. Houtsma 86 

(ComEd Ex. 3.0) and Mr. Fruehe (ComEd Ex. 4.0) discuss these rate base components.   87 

Q. What types of assets are typically included in each of the three categories you have 88 

described? 89 

A. The precise definitions of these Accounts are matters of accounting, but from an 90 

operational perspective, I can describe them.  In general, Distribution Plant in Service 91 

includes equipment and facilities that deliver electricity, such as poles, transformers, 92 

lines, and switchgears.  Certain types of Distribution Plant in rate base (e.g., meters) are 93 

also used to provide services that we view as customer services.  General Plant includes 94 

facilities, equipment, and other assets that support the delivery of electricity, such as 95 

office equipment, communications equipment, trucks and other vehicles, and tools.  96 

Intangible Plant is similar to General Plant, except that the assets included are not 97 

tangible like a tool or truck, but are intangible property such as computer software or a 98 

patent or license.   99 

Q. Are any types of assets specifically excluded from the rate base? 100 

A. Yes.  First, ComEd has a number of assets that are functionalized as supporting 101 

transmission, as opposed to distribution, service.  ComEd has excluded from the 102 

proposed rate base all of those assets that have been functionalized as transmission.  103 

Functionalization is discussed by ComEd witness Born (ComEd Ex. 7.0).  ComEd’s rate 104 

base also includes no electric generation, or “Production,” assets because ComEd has no 105 

such assets. 106 
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Q. Is ComEd’s rate base adjusted in any other way? 107 

A. Yes.  I discuss the projected plant additions to be made during 2011.  Other witnesses 108 

also discuss those investments and discuss the remaining adjustments. 109 

Q. Ms. Blaise, can you describe, in total, ComEd’s proposed rate base? 110 

A. Yes.  ComEd’s total proposed jurisdictional rate base is $6,647 million, which includes 111 

the following categories of assets: 1) Distribution Plant in Service, 2) General Plant, 3) 112 

Intangible Plant, as well as various other specific additions and subtractions, such as 113 

Accumulated Reserve for Depreciation and Amortization, discussed by other witnesses.  114 

ComEd’s rate base includes all of its Distribution Plant and the portion of ComEd’s total 115 

General Plant and Intangible Plant that is used to meet ComEd’s obligation to provide 116 

delivery services to Illinois retail customers.  We refer to this as the quantity of General 117 

Plant and Intangible Plant that is “functionalized” to the distribution function, as opposed 118 

to the FERC-regulated transmission function. 119 

As explained in more detail in the testimony of Ms. Houtsma (ComEd Ex. 3.0) 120 

and Mr. Fruehe (ComEd Ex. 4.0), Schedule B-1, and the supporting workpapers for 121 

Schedule B-1, ComEd’s jurisdictional rate base reflects the categories of assets described 122 

above as of year-end 2010, as reflected in ComEd’s FERC Form 1, plus projected plant 123 

additions for calendar year 2011, including updated depreciation reserve and expense for 124 

2011. 125 

Q. To what extent has the Commission already considered ComEd’s investment in 126 

plant used to support distribution service?   127 
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A. Most of ComEd’s total plant investment was already reflected in rates set during 128 

ComEd’s 2010 Rate Case.  Indeed, much of our plant was put into service years ago and 129 

has been included in rate base throughout several rate cases.  For example, in each of 130 

ComEd’s recent general and delivery services rate cases, ComEd’s Plant was evaluated to 131 

determine the appropriate addition to rate base.2  In addition, the original cost of 132 

ComEd’s Gross Distribution Plant as of December 31, 2009, was reviewed in 133 

Commission Docket No. 10-0467, and was established to be $13,908 million.  To the 134 

extent not retired, those assets remain in rate base at their original cost less accumulated 135 

depreciation, as approved by the Commission in those proceedings.  Further, in 136 

Docket 10-0467 the Commission allowed in rate base as a pro forma adjustment to plant 137 

investment all of ComEd’s plant additions projected to be in service by December 31, 138 

2010.  Thus, the rate base derived from ComEd’s 2010 FERC Form 1 data reflects 139 

investments already approved by the Commission for inclusion in ComEd’s rate base in 140 

Docket 10-0467. 141 

B. Distribution Plant 142 

1. Distribution Plant Overview 143 

Q. What kinds of assets are included in ComEd’s Distribution Plant? 144 

A. The assets that make up Distribution Plant are used to move electric power and energy to 145 

customer locations from the transmission facilities to which they connect.  As Mr. Born 146 

explains (ComEd Ex. 7.0), the assets reflected in our requested rate base are properly 147 

functionalized as distribution in accordance with the FERC “seven-factor” test.   148 

                                                 
2 See ICC Docket Nos.10-0467, 07-0566, 05-0597, 01-0423, 99-0117, and 94-0065. 
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Q. Is ComEd’s Distribution Plant used and useful in the provision of electric service to 149 

ComEd’s retail customers? 150 

A. Yes.  ComEd’s Distribution Plant is being used to provide electric utility service to our 151 

retail customers, and is used and useful in satisfying ComEd’s obligation to offer and 152 

provide such service.  Additional detail regarding specific large capital investments is 153 

provided in Section III of my testimony.  All of that plant is necessary to provide 154 

adequate, efficient, and reliable service to customers. 155 

2. Process to Ensure that Distribution Plant Additions are Prudently 156 
Made at a Reasonable Cost 157 

Q. What does ComEd do to ensure that new capital investments are prudently made at 158 

a reasonable cost? 159 

A. In general, before capital investments are made ComEd employs a standard management 160 

process that includes: 161 

 Careful identification of whether the project is necessary;  162 

 Critical evaluation of possible alternatives; 163 

 Selection of a reasonable option based on technical and economic analyses; and 164 

 Arranging for and managing the design and construction work in accordance with 165 

ComEd and accepted industry standards. 166 

On larger projects, ComEd also employs “challenges,” often at multiple stages 167 

throughout execution, to ensure that only necessary expenditures are made, and that those 168 

facilities are constructed efficiently and cost-effectively.  Smaller or routine projects are 169 

managed through blanket programs as discussed later in my testimony. 170 
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Q. How does ComEd determine when such investments are required? 171 

A. ComEd makes that determination based on the operational capabilities and limitations of 172 

the existing facilities, the cost of the investment, and, where applicable, the benefits of 173 

the new investment over the systems or facilities being replaced.  ComEd relies on 174 

established planning processes to evaluate whether its distribution infrastructure can 175 

sustain the load it serves, or whether it needs to be augmented or redesigned.   176 

Determinations about whether and what new distribution facilities are needed are 177 

made in accordance with written planning criteria, which evolve over time and which 178 

ComEd has previously shared with the Commission Staff, by trained and qualified 179 

engineers, managers, and staff at ComEd, and, if necessary, by consulting experts.  These 180 

planning criteria take into account both the traditional contingency planning standards 181 

and the ability of the system to withstand and recover from large scale outages or natural 182 

or man-made disasters.  In other words, the system must be both strong and flexible. 183 

ComEd uses these planning criteria to help determine where and when to 184 

undertake distribution projects by identifying the need for Plant additions and assessing 185 

the need to replace or upgrade equipment that is already in service.  These plans include 186 

forecasting the load, voltage, and other important operating characteristics of distribution 187 

facilities, as well as assessing the appropriate means of operating and expanding the 188 

system.  To these ends, ComEd planners consider past load growth rates, new 189 

development plans, planned customer expansion, and weather adjustments.  They also 190 

analyze the system under normal operating conditions, projected peak conditions, and 191 

under a variety of planning contingencies to predict possible overload situations that 192 

could lead to equipment failures and potential power outages. 193 
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Moreover, when reliability of equipment begins to deteriorate or maintenance 194 

costs become too high, equipment is evaluated by a process that considers safety issues, 195 

reliability, the effect on customers, environmental impact, life-cycle cost, spare parts 196 

availability, reparability, and other relevant measures of operating performance. 197 

Q. In determining whether an investment or expenditure is needed or a business 198 

process needs to be modified, what sort of approach does ComEd take? 199 

A. ComEd uses a self-critical approach with respect to capital investments.  By that, I mean 200 

that we consciously strive to identify possible weaknesses in the case for an investment.  201 

We encourage our employees to be tougher critics of our own work than might otherwise 202 

be expected as a means to ferret out and address problems promptly and appropriately.  203 

This approach helps ComEd avoid complacency, and promotes efficiency, continuous 204 

improvement, and a work atmosphere that expects excellence.  Our culture of 205 

constructive self-criticism is one way in which ComEd prudently manages its business.  206 

This culture is reflected in the challenge process that I mentioned earlier. 207 

Q. How do challenge processes aid in assuring that investments are prudent and made 208 

at a reasonable cost? 209 

A. Challenge processes help ensure technical justification and economic optimization.  210 

These procedures, which are consistent with ComEd and industry standards, require that 211 

projects conform to good utility practice and ComEd standards developed based on best 212 

practices.  While all investments are managed to keep costs down, major investments are 213 

subject to a vigorous and formal “challenge” process that ensures fully informed 214 

decision-making, particularly with respect to refining scope and eliminating unnecessary 215 
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costs.  Large capital projects generally do not proceed until all challenges have been 216 

addressed.  For instance, a proposed Distribution Plant capital project typically will be 217 

subjected to one or more challenges at each of three levels – conceptual, engineering, and 218 

construction.  During the challenge process, project sponsors generally have to identify 219 

the proposed project’s scope, present a business case for the project (including an 220 

analysis of alternatives considered), define lead times required, estimate costs and cash 221 

flows, and project an in-service date.  Based upon the amount of investment being 222 

considered, various management approvals are also required.   223 

Q. What are those approvals?  224 

A. ComEd capital management policy and process instructions provide for securing of 225 

approvals, valuation, reporting, control and record keeping.  In addition, ComEd has 226 

control processes requiring final authorization and challenge prior to project funding and 227 

ongoing monitoring of budget and performance metrics for all approved projects.  The 228 

policy requires that for most major expenditures, approval of a ComEd Vice President is 229 

required.  Projects with more than $500,000 of direct costs must also be reviewed by a 230 

formal Project Review Committee (“PRC”) and approved by its Chair.  Projects with 231 

total costs (direct plus indirect) from $5 million to $25 million must be formally reviewed 232 

by ComEd’s Project Authorization Review Committee (“PARC”), which includes 233 

finance and operations executives, and be approved by its Chair, currently ComEd’s 234 

President and Chief Operating Officer.  ComEd’s Board of Directors must approve 235 

projects with total costs (direct plus indirect) over $25 million. 236 
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Q. Does ComEd have a process for identifying and prioritizing delivery system 237 

investments? 238 

A. Yes.  ComEd uses a Material Condition Improvement Plan (MCIP) process which begins 239 

by surveying and assessing the material condition of the transmission, substation and 240 

distribution assets based on a standard and repeatable process called “Health Indexing.”  241 

Health Indexing quantifies equipment condition based on numerous criteria that are 242 

related to the long-term degradation factors that 243 

cumulatively lead to an asset’s end-of-life.  It 244 

provides a qualitative indication of the condition of 245 

an asset, which is more objective and meaningful 246 

than simply relying on age.  Classes of assets are prioritized based upon an objective risk 247 

assessment by combining the “probability” of failure with the “impact” (consequences) 248 

of the potential failure of that particular class of equipment.  The risk modeling 249 

evaluation quantifies the “probability” and “impact” of a failure on a scale from low to 250 

high.  Combining health assessment with risk modeling allows investment and work to be 251 

targeted where it will provide the most benefit to customers.  This holistic and repeatable 252 

approach is used to asses programs, evaluate funding decisions, and better understand and 253 

improve the health of the delivery system.  Thus MCIP: (1) better enables ComEd to 254 

develop a short- and long-term strategy to maintain reliability and reduce the probability 255 

and impact of events, (2) provides an effective, repeatable model to assess the current and 256 

future condition of the delivery system and its components, and (3) institutes a 257 

quantifiable process to understand, predict, and manage cash flow requirements. 258 

Likelihood
(Probability)

Impact
(Consequences)

High

High

Low

Low

Funding Frontier

Portfolio Risk Matrix
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Q. How does ComEd proceed once it has determined that a specific investment in new 259 

or expanded distribution facilities is required and a reasonable course? 260 

A. ComEd generally employs extensive project management and administrative practices on 261 

capital projects to ensure efficient and environmentally sound implementation.  Such 262 

management and practices are in accordance with ComEd and industry norms.  In 263 

particular, ComEd has developed and follows specific standards and processes for 264 

managing projects, which vary depending on the size of the project and other factors.  265 

These standards and processes include the ongoing management of project scope, 266 

schedule, and budget.  They include regular cost and progress reporting to senior 267 

management, contractor management, and reviews of project accomplishment 268 

milestones.  269 

Q. Does ComEd have business processes in place to ensure that its supply costs are 270 

reasonable?   271 

A. Yes.  Equipment and materials used in the installation of facilities are obtained using 272 

procedures developed by the Exelon Business Services Company (“EBSC”) Supply 273 

Department.  The EBSC supply chain management process employs a proven sourcing 274 

process that leverages its purchasing volume (it purchases for all Exelon Corporation 275 

affiliates, including PECO) and, where appropriate, uses competitive bidding to ensure 276 

that quality and cost efficiencies are realized.  In addition, process controls are in place to 277 

ensure that invoices and disbursements through accounts payable are consistent with 278 

contract pricing. 279 
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Q. Do any other witnesses also discuss these processes in the context of specific 280 

projects? 281 

A. Yes.  ComEd witness Donovan (ComEd Ex. 6.0) discusses the application of ComEd’s 282 

planning and review processes related to customer service work. 283 

Q. Who does the actual installation of major new distribution facilities? 284 

A. This work is done by a combination of internal and contracted engineering and 285 

construction employees.  Contracting decisions are based on internal workload and/or the 286 

ability to bundle groups of work for efficient outsourcing. 287 

Q. What process does ComEd use to select and manage its contractors for major new 288 

investment projects?   289 

A. ComEd uses a contracting strategy that includes the use of strategic suppliers and general 290 

contractors.  These firms have proven performance that can provide flexibility, quality 291 

and cost savings while not sacrificing safety of the workers or general public.  Their 292 

skilled and trained workforce understands ComEd’s business and our customers’ needs.  293 

For several years now, ComEd has also had a “Contractor of Choice” program in place, 294 

which selects preferred contractors for specific types of work through a competitive bid 295 

process (best evaluated proposals). 296 

C. General Plant 297 

Q. What is General Plant? 298 

A. General Plant assets are used by ComEd to provide delivery services to its retail 299 

customers but are not necessarily directly related to the physical delivery of electricity.  300 
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There are several types of General Plant assets.  They include office buildings and the 301 

land on which such buildings are situated, office furniture and equipment, transportation 302 

equipment, laboratory equipment, and communications systems including components of 303 

SCADA systems.  In addition, General Plant includes the vehicles, tools and equipment 304 

used by ComEd’s employees in conducting ComEd’s business.   305 

Q. What witnesses discuss ComEd’s General Plant in rate base? 306 

A. I address the General Plant associated with distribution operations.  The General Plant 307 

used to support customer functions is discussed by Mr. Donovan (ComEd Ex. 6.0).  The 308 

specific assignment of General Plant to the rate base is discussed in the direct testimony 309 

of Mr. Fruehe (ComEd Ex. 4.0). 310 

Q. What is ComEd’s process for determining the need for General Plant additions? 311 

A. ComEd periodically reviews its General Plant investment requirements based on service 312 

needs, workloads, productivity and technology improvements, and good utility practice.  313 

For example, offices may be closed or consolidated, or new offices opened.  314 

Transportation equipment, including trucks and passenger vehicles, are replaced and 315 

upgraded on appropriate cycles.  316 

Q. Once ComEd has determined that a General Plant need exists, how does it proceed? 317 

A. ComEd proceeds generally in a fashion similar to its approach for Distribution Plant 318 

needs described above.  For instance, possible alternatives are assessed on technical and 319 

economic grounds so that ComEd can identify a reasonable means to meet the need.  In 320 

addition, the assessment is subject to diligent approval procedures, including multiple 321 



Docket No. 11-____ 
ComEd Ex. 5.0 

Page 16 of 56 

challenge stages.  ComEd again employs active project management and administrative 322 

practices – including a variety of cost and budgetary controls – to ensure proper, efficient 323 

implementation.   324 

D. Intangible Plant 325 

Q. What is Intangible Plant? 326 

A. Intangible Plant includes assets that do not have a “physical” manifestation, such as 327 

licenses, software, and other intellectual property.   328 

Q. How is Intangible Plant used in providing service to ComEd’s retail customers? 329 

A. Intangible Plant assets support ComEd’s delivery services functions.  For example, the 330 

largest category of Intangible Plant includes costs of capitalized software for computer 331 

systems that support delivery business functions such as ComEd’s retail billing systems 332 

and the assets related to its Call Center.  In ComEd’s case, virtually all of its Intangible 333 

Plant consists of major information systems used for electric system operation, 334 

restoration, work management, and retail customer service and billing.   335 

Q. What witnesses discuss ComEd’s Intangible Plant included in rate base? 336 

A. I address the Intangible Plant associated with distribution operations.  The Intangible 337 

Plant used to support customer functions is discussed by Mr. Donovan (ComEd Ex. 6.0).  338 

The specific assignment of Intangible Plant to the rate base is discussed in the direct 339 

testimony of Mr. Fruehe (ComEd Ex. 4.0). 340 

Q. How does ComEd determine the need for Intangible Plant additions? 341 



Docket No. 11-____ 
ComEd Ex. 5.0 

Page 17 of 56 

A. As with General Plant, ComEd periodically reviews its Intangible Plant investment 342 

requirements based on regulatory requirements, business requirements, productivity and 343 

technology improvements.  Most Intangible Plant consists of information systems, so this 344 

evaluation is concentrated in the Information Technology (“IT”) area.  IT requirements 345 

are reviewed both by ComEd operating department management and by the IT area. 346 

Q. Once ComEd has determined that an Intangible Plant need exists, how does it 347 

proceed? 348 

A. ComEd proceeds generally in a fashion similar to its approach for Distribution and 349 

General Plant needs.  350 

E. Materials and Supplies 351 

Q. Does ComEd maintain an inventory of Distribution Plant materials and supplies, 352 

including required spares? 353 

A. Yes.  ComEd maintains an inventory of distribution equipment to support its capital 354 

projects and to replace necessary equipment, including an emergency reserve.  ComEd’s 355 

inventory of Materials and Supplies in rate base is $23.6 million, which reflects ComEd’s 356 

inventory at year end 2010 per its FERC Form 1. 357 

Q. Are these Materials and Supplies used and useful, and were the costs thereof 358 

prudently incurred and reasonable in amount? 359 

A. Yes.  The Materials and Supplies included in ComEd’s rate base are both used and useful 360 

in meeting ComEd’s obligation to offer and provide delivery services and were prudently 361 

acquired at a reasonable cost.  ComEd purchases materials and supplies based on a 362 
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combination of historical usage (for seasonality identification) and current demand (to 363 

establish current needs).  Stocking levels are set, reviewed, and adjusted on a regular 364 

schedule.  Inventories managed under this process have consistently met our operational 365 

needs without requiring us to carry excessive levels of inventory.  In addition, a quarterly 366 

review is used to identify and document slow moving, surplus, or obsolete items.  We 367 

then determine the most appropriate method for their disposition.  Purchases of materials 368 

comply with the acquisition processes described earlier to ensure efficient purchasing.  369 

These processes effectively secure materials and supplies in reasonable quantities to meet 370 

our needs.  371 

F. Construction Work in Progress 372 

Q. What is Construction Work in Progress, or CWIP? 373 

A. CWIP is the amount of money, at any given time, which has been spent on infrastructure 374 

that has not yet gone into service.  There are always projects under construction; thus, 375 

investment costs include CWIP at any given time. 376 

Q. Why is a portion of CWIP included in rate base? 377 

A. CWIP related costs can be recovered in one of two ways.  For many projects – generally 378 

those with a total expected expenditure of greater than $25,000 and an expected 379 

construction period of greater than 30 days – ComEd accrues an Allowance for Funds 380 

Used During Construction (“AFUDC”).  AFUDC increases the value of the asset when it 381 

goes into rate base to compensate ComEd for the costs of the asset prior to its going into 382 

service.  AFUDC is similar to the capitalization of interest, but is designed to capitalize 383 

the full allowed cost of capital using a formula approved by the Commission.   384 
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However, for projects that do not accrue AFUDC, ComEd recovers its capital 385 

costs by including investments in the project in rate base as the project is being 386 

constructed.  Those investments are CWIP in rate base.  Because of the rules I described 387 

above, projects not accruing AFUDC will, by definition, be in service within a short 388 

period of time.  However, as those investments are placed in service, they are constantly 389 

being replaced by new “short-term” non-AFUDC projects.  Therefore, by adding a 390 

representative “snapshot” view of CWIP to rate base, we recover the costs of all these 391 

investments. 392 

Q. What is the level of CWIP included in ComEd’s proposed rate base? 393 

A. ComEd has included $6.2 million of CWIP in rate base, as reflected in Schedule B-1.   394 

Q. Is this level of CWIP reasonable? 395 

A. Yes.  The level of CWIP in ComEd’s rate base is representative of ComEd’s current 396 

construction activities and ComEd is projecting no decline in the level of non-AFUDC 397 

projects.   398 

Q. What does ComEd do to insure that the cost of its CWIP is reasonable? 399 

A. Because CWIP merely represents carrying costs that are incurred prior to a project being 400 

placed in service, by insuring that ComEd’s facility construction process is efficient and 401 

that its construction costs are reasonable – through all the mechanisms described in my 402 

testimony – ComEd also insures that its CWIP is reasonable. 403 
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G. Projected Plant Additions for 2011 404 

Q. Is ComEd providing plant additions projected to be placed in service after 405 

December 31, 2010 but no later than December 31, 2011? 406 

A. Yes.  ComEd has filed data showing its projected plant additions and correspondingly 407 

updated depreciation reserve and expense through 2011.  The projected plant additions 408 

for 2011 are in the aggregate amount of $684.4 million.  The projected plant additions for 409 

2011 are based on ComEd’s plan for capital additions as of March 22, 2011.  This 410 

projection represents Distribution, General Plant, and Intangible Plant additions that 411 

ComEd expects to make during 2011.  These plant additions are identified in WPB-2.4 412 

attached to the direct testimony of Mr. Fruehe (ComEd Ex. 4.0) as part of ComEd Ex. 413 

4.3.  I have also attached WPB-2.4 to my testimony as ComEd Exhibit 5.2. 414 

Q. What are the principal drivers of ComEd’s projected plant additions for 2011. 415 

A. ComEd is required to add to virtually every category of Distribution Plant on an ongoing 416 

basis.  The installation of new distribution facilities is generally driven by the need to add 417 

capacity or the need to maintain or improve the reliability of ComEd’s distribution 418 

system.  The installation of replacement facilities is generally driven by the need to 419 

execute preventive or corrective maintenance.  Additional investments in ComEd’s 420 

distribution system will also be needed to provide new service or expanded service to 421 

existing customers and to install, remove, and rearrange facilities in order to 422 

accommodate public improvement projects. 423 

Q. Can you identify for the Commission the particular projects and investment 424 

activities constituting the 2011 projected plant additions? 425 
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A. Yes.  ComEd Ex. 5.2 identifies all of ComEd’s 2011 projected plant additions in detail.  426 

The first page is a summary of the $684.4 million in projected rate base additions broken 427 

down into multiple categories, including the five major investment categories ComEd 428 

uses to manage its operational activities: New Business; Corrective Maintenance; 429 

Capacity Expansion; System Performance; and Facility Relocation.  The remaining pages 430 

are a detailed list of all of the projects and investment activities in each of the multiple 431 

categories, identified by an “ITN” or investment tracking number. 432 

Q. What are the types of plant investments included in ComEd’s 2011 projected plant 433 

additions? 434 

A. For the most part, the 2011 projected plant additions reflect the customary investments 435 

that ComEd makes year in and year out, such as new commercial and residential business 436 

(e.g., underground service), corrective maintenance (e.g., pole and cable replacement), 437 

system performance (e.g., improvements to circuits with the highest outage statistics), 438 

and other specific projects to expand system capacity (e.g., installation of certain 439 

transformers, buses, and feeders).  In ComEd’s most recent rate case, Docket No. 440 

10-0467, the Commission approved virtually all of ComEd’s plant additions in 2010 in 441 

these categories.  ComEd has consistently invested in these categories at least over the 442 

last decade, and the Commission has consistently allowed in rate base such investments 443 

over ComEd’s last 5 rate cases. 444 

Q. Please describe the types of evidence that support the projected plant additions? 445 

A. The projected 2011 plant additions are subject to all of the planning, engineering, 446 

management, operational and financial processes and controls discussed in Section II.B.2 447 



Docket No. 11-____ 
ComEd Ex. 5.0 

Page 22 of 56 

and other portions of my testimony.  Consistent with those processes and controls, the 448 

need for these projects has been established, costs will be managed and controlled, and 449 

the quality of the resulting assets will be ensured.  A substantial majority of work for the 450 

2011 projected plant additions is already complete, and many of the assets have already 451 

been placed in service.  The projects that are included in the 2011 projected plant 452 

additions are necessary for service and ComEd is actively pursuing the remaining work 453 

associated with those additions. 454 

In addition, Ron Williams and Robert W. Donohue of Power Delivery Research 455 

& Consulting Corp. (“PDR&C”), independent engineering experts with decades of utility 456 

industry construction and engineering experience, have conducted a thorough analysis of 457 

ComEd’s major projected plant additions for 2011 exceeding $8.94 million and have 458 

prepared a report for each unique project or blanket program reviewed.  That analysis 459 

included interviews of ComEd employees who are responsible for the planning, 460 

management and implementation of the projected plant additions; and review of the 461 

procedures and practices for making such investments and the documentation associated 462 

with projected plant addition projects in various stages of implementation, including 463 

those that are completed, in-progress and planned for in-service later during 2011.  While 464 

the specific findings in PDR&C’s reports are too numerous to list here, PDR&C’s 465 

analysis and conclusions support a finding that the projected investments they reviewed 466 

are or will be prudently incurred at a reasonable cost.  In general, PDR&C concludes for 467 

the projects and programs they reviewed that ComEd has numerous processes in place to 468 

ensure investments are appropriately planned consistent with sound engineering 469 

principles, that work is appropriately managed so as to control and result in reasonable 470 
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cost, and that the ComEd processes and procedures for planning, managing and 471 

implementing the projected plant additions were followed.  Nothing in the PDR&C 472 

reports call into question the prudence of ComEd’s investments or the reasonableness of 473 

the resulting costs. 474 

H. ComEd’s Rate Base Assets Are, or Will Be When Placed into Service, Used 475 
and Useful and Prudently Incurred at a Reasonable Cost 476 

Q. Have you reached an overall conclusion as to whether the assets included in 477 

ComEd’s proposed rate base (including Distribution Plant, General Plant, and 478 

Intangible Plant) are – or, with respect to assets that will be placed in service during 479 

2011, will be – used and useful? 480 

A. Yes, I have.  Those assets currently in service that are included in ComEd’s proposed rate 481 

base are now being used by ComEd for the provision of delivery services to its 482 

customers.  The assets included by reason of the projected plant additions for 2011 are 483 

reasonably expected to be used by ComEd in the provision of delivery services to its 484 

customers by December 31, 2011, as described above, and are necessary to provide such 485 

services.  They are, from an operational perspective, appropriate assets to serve our 486 

customers and are, or will be when installed, used and useful for the provision of service 487 

to customers. 488 

Q. Have you reached a conclusion as to whether the assets included in ComEd’s 489 

proposed rate base were – or, with respect to assets projected to be placed in service 490 

during 2011, will be – prudently acquired and placed into service at a reasonable 491 

cost? 492 
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A. Yes, I have.  I conclude that all of the assets included in ComEd’s proposed rate base at 493 

year end 2010 were prudently acquired at a reasonable cost.  I also conclude that all of 494 

the assets included in ComEd’s projected plant additions for 2011 are being acquired 495 

prudently and at a reasonable cost, consistent with the costs of well managed projects.  496 

ComEd’s investments have been subject to rigorous operational and financial review, are 497 

designed and implemented in accordance with good utility practice, and are constructed 498 

when needed.  I conclude that, in making all of these investments, ComEd acted 499 

reasonably given the information available to ComEd management and used standards, 500 

procedures, and controls that were appropriate and reasonable.  I also note, as previously 501 

explained, that in ComEd’s 2010 Rate Case the Commission approved for inclusion in 502 

ComEd’s rate base all of ComEd’s plant additions expected to be placed in service by 503 

December 31, 2010.  In addition, the Commission also approved in the 2010 Rate Case 504 

certain New Business plant additions expected to be placed in service by June 30, 2011.   505 

Q. On what do you base those opinions? 506 

A. I base my opinions on my personal knowledge of the condition, management, and 507 

operation of the distribution system, as well as operating and management data and 508 

reports provided to me in the course of performing my executive functions.  I have also 509 

relied on reports completed prior to the approval of many of those investments and other 510 

data routinely provided to me in performing my duties as an operational executive of a 511 

major utility.  I have also reviewed and relied on certain direct testimony of other ComEd 512 

witnesses including Mr. Donovan (ComEd Ex. 6.0), and the direct testimony of Mr. 513 

Fruehe (ComEd Ex. 4.0).  In addition, ComEd’s major investments and blanket 514 
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investment projects projected for 2011 have been reviewed by Ron Williams and Robert 515 

W. Donohue of PDR&C, independent engineering consultants with experience in system 516 

design and operation, electric utility decision-making, and project execution at utilities 517 

across the country.  I have reviewed their reports, analyses and conclusions.  I also base 518 

my opinion on my knowledge of the rigorous review, challenge, and approval processes 519 

that major capital investment projects and blanket programs must go through before they 520 

can proceed. 521 

III. ComEd’s Major Capital Investments 522 

A. Types of Investment Projects 523 

Q. In Section II of your testimony you addressed ComEd’s capital investments in 524 

general.  What additional information do you provide the Commission in this 525 

Section of your testimony? 526 

A. I address ComEd’s largest capital investments in Distribution Plant and ComEd’s largest 527 

blanket investment programs. 528 

Q. How are distribution system infrastructure investment organized? 529 

A. Major distribution plant investment activities can be: 530 

 Unique projects.  These are individual investments that are undertaken only 531 

once.  Any discrete project whose cost is expected to exceed $100,000 falls into 532 

this category.  Examples of these projects include upgrading existing substations, 533 

installing high voltage distribution lines, and implementing significant 534 

information technology programs, such as Mobile Dispatch.   535 
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 Blanket programs.  As I noted above, these are programs that are established for 536 

groups of recurrent and relatively low individual cost tasks.  A good example 537 

would be a new customer connection in a residential neighborhood where the cost 538 

is relatively low and only a small amount of construction time is required to 539 

complete the job.  ComEd’s blanket distribution programs are a large part of its 540 

ongoing investments, and much of the core work on the electric distribution 541 

system falls into this category.  To illustrate, approximately $367 million of the 542 

$548 million that ComEd invested in Distribution Plant during 2010 was invested 543 

through blanket programs. 544 

The largest of ComEd’s blanket programs include the purchase and installation of 545 

transformers, installation and replacement of underground cable, new meters, emergency 546 

cable replacement, replacement of overhead facilities, and the acquisition and 547 

replacement of vehicles. 548 

Q. Why does ComEd use blanket programs? 549 

A. Using blanket programs provides for cost effectiveness of the programs and enables 550 

management visibility to the execution of similar work activities that otherwise would be 551 

spread out across many departments, activities, or functions.  Additionally, grouping of 552 

these tasks, giving them higher management visibility, improves planning and budgeting 553 

and allows us to better analyze problems, opportunities, trends, and other attributes of the 554 

work, which are all important to ensuring efficient work management.  Grouping such 555 

work also allows for more effective controls to promote consistent, proper application of 556 

ComEd operational, capitalization, and accounting policies. 557 
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B. Schedule F-4 558 

Q. Section 285.6100 provides that, for a utility like ComEd, capital projects must be 559 

identified on Schedule F-4 if their cost is at least the greater of 0.1% of ComEd’s net 560 

plant or $2 million, unless that threshold would require listing more than 30 plant 561 

additions.  What is 0.1% of ComEd’s net plant?  562 

A. 0.1% of ComEd’s net plant is approximately $8.94 million, which is greater than $2 563 

million.  Applying a plant addition threshold of $8.94 million would not require listing 564 

more than thirty plant additions.  565 

Q. What information is ComEd providing on its Schedule F-4? 566 

A. ComEd’s Schedule F-4 and my testimony provides the following information for each 567 

project exceeding a $8.94 million threshold: (1) a description of the project; (2) the date 568 

the project started; (3) the date the project was completed or projected to be completed; 569 

(4) the cost to complete the project; (5) the reason for the project; (6) the alternatives 570 

considered and the reasons for rejecting each such alternative; and (7) a list of reports 571 

relied upon by management when deciding to pursue the project.   572 

Q. Is ComEd also making available to the Commission underlying planning, design, 573 

and construction documents for these projects? 574 

A. Yes.  My workpapers include such documentation.  These documents consist of planning 575 

materials supporting the need for and/or benefits of the project, engineering materials 576 

evaluating applicable alternatives, work management and status documents, samples of 577 

work orders, contracts, financial and business records relating to the investment levels, 578 

and other materials relied on by ComEd engineers and managers in evaluating these 579 
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projects reports and supporting documents compiled by Power Delivery Resource & 580 

Consulting Corporation (PDR&C) in connection with their independent review of major 581 

projects and blankets.  My workpapers also include the PDR&C reports for the projects 582 

and blankets they reviewed. 583 

Q. Has ComEd taken any additional steps to support the conclusion that its investment 584 

decisions and costs were prudent and reasonable when made? 585 

A. Yes.  PDR&C, an independent consulting firm with particular expertise in the evaluation 586 

of delivery system investments, was retained to conduct a comprehensive engineering 587 

and project management review of ComEd’s major capital additions, including the largest 588 

ongoing blanket programs, projected to be placed in service during 2011.  To conduct 589 

their investigation, PDR&C interviewed ComEd personnel, gathered and reviewed 590 

documentation supporting the investment decision-making and project management, and 591 

prepared reports on each of these projects.  In addition to the other information and 592 

testimony, I relied upon the PDR&C reports and conclusions and the associated 593 

supporting documentation to support the conclusion that ComEd’s investment in each of 594 

these major capital projects was prudent, that the costs incurred were reasonable, and that 595 

the investment is used and useful in providing utility service. 596 

C. Major Capital Projects 597 

Q. Are you familiar with each of the major capital projects identified on Schedule F-4? 598 

A. Yes.  The two F-4 projects are part of Distribution Plant.  I personally participated in or 599 

was otherwise involved through my managerial responsibilities with the details of these 600 

two projects.  The chart below identifies those major capital projects and the investment 601 
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in each project to be placed in service from January 1, 2011 through December 31, 2011.  602 

Except where I state otherwise, the costs reflected on the chart and in my testimony are 603 

the functionalized distribution costs that ComEd is seeking to include in rate base. 604 

Description of 
Addition 

Project  
Start Date 

Project 
Completion 
Date 

Project  
Cost (millions) 
(per WPB 2.4) 

Project 
Cost (millions)
(actual) 

Lower Wacker Drive 
Rebuild 

05/18/2003 
Dec. 2011  
(projected) 

$24.39 (in progress) 

Dearborn 12kV 
Feeder Ties 

11/03/2006 06/09/2011   $8.98 $9.05 

 605 

Q. Are the two capital projects identified on Schedule F-4 necessary for ComEd to 606 

meet its service obligations? 607 

A. Yes.  Each of those projects is essential to ComEd’s mission to provide safe and reliable 608 

electric service at a reasonable cost.  Each of these facilities is both used to provide 609 

service to ComEd’s retail customers and useful in providing that utility service. 610 

Q. How did ComEd determine that these investments were necessary and 611 

appropriately implemented? 612 

A. While I explain later how ComEd analyzed each such investment, we followed the 613 

process I described earlier in my testimony. 614 

Q. Ms. Blaise, based on your professional experience, the records of ComEd you have 615 

reviewed, and the information and documents you refer to in this testimony, were 616 

you able to reach a professional opinion concerning the usefulness, prudence, and 617 

reasonableness of the cost of the plant investments identified on Schedule F-4? 618 
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A. Yes.  I am familiar with ComEd planning, construction, and management processes.  I 619 

was directly involved in these projects.  I also reviewed relevant records regarding the 620 

projects, including planning and engineering reports and analyses, documents presented 621 

to our PRC, which I chair, and our PARC, of which I am a member, and independent 622 

PDR&C reports.  Based on all this information and my personal experience, I conclude 623 

that each of the two Distribution Plant investments identified on Schedule F-4 was 624 

prudently made and placed into service at a reasonable cost.  Further, as of the date of 625 

this testimony, each of these projects is being used to serve, and is useful in serving, 626 

ComEd’s retail customers.  627 

1. Lower Wacker Drive Rebuild 628 

Q. Why is the Lower Wacker Drive Rebuild necessary? 629 

A. The Lower Wacker Drive Reconstruction Project was required in response to the City of 630 

Chicago Department of Transportation’s (“CDOT”) and the Illinois Department of 631 

Transportation’s (“IDOT”) rebuilding of the Congress Parkway Interchange (Van Buren 632 

to Harrison), Randolph to Monroe, and Monroe to Van Buren.  The governmental 633 

agencies involved needed the relocation work to be completed on a very aggressive 634 

schedule.  ComEd’s relocation was required to mitigate direct conflicts with parts of 635 

ComEd’s distribution system that provide electric service to customers in downtown 636 

Chicago. 637 

Q. What ComEd work was involved with the Lower Wacker Drive Rebuild Project? 638 

A. The overall Project involved several phases that collectively involved the relocation of 639 

12kV circuits and secondary cable and involved work on sixty-three 12kV feeders.  It 640 
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required the rebuild of a network center and the installation of new ducts, associated 641 

cable and splicing, four extremely large manholes, manhole roofs, and approximately 642 

3,000 feet of duct consisting of various combinations of 16 and 28 duct packs.  This work 643 

was done in the general vicinity of and on Franklin Street and Wacker Drive. 644 

Q. What is the current status of the Wacker Drive related work? 645 

A. All phases of ComEd’s work are now substantially complete.  A substantial amount of 646 

that work was completed in late 2010 and the first half of 2011 and then placed in service 647 

during the first two quarters of 2011.  The remaining work will be placed in-service by 648 

the end of 2011. 649 

Q. What is the total cost of assets to be placed in service as part of the Lower Wacker 650 

Drive Rebuild Project by December 31, 2011? 651 

A. The total cost placed in service and projected to be placed in service by December 31, 652 

2011 is approximately $24.4 million. 653 

Q. What alternatives did ComEd consider for the Lower Wacker Drive Rebuild 654 

Project? 655 

A. This Project was required by both CDOT and IDOT.  ComEd relocation was required to 656 

mitigate conflicts identified by CDOT reconstruction plans.  ComEd’s only alternative 657 

was to do nothing and this was not a feasible alternative due to the extent of the existing 658 

facilities conflicts with the Lower Wacker Drive rebuild.  The Project was also mandated 659 

per the franchise agreement with the City of Chicago and was considered non-660 

discretionary. 661 
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Q. What documents did you rely upon to reach these conclusions? 662 

A. I reviewed the planning and engineering reports and analyses, including documents 663 

reviewed by the PRC and PARC.  Finally, I reviewed the PDR&C report on the project. 664 

2. Dearborn 12kV Feeder Ties 665 

Q. What is the Dearborn 12kV Feeder Ties project? 666 

A. The Dearborn 12kV Feeder Ties Project involved the installation of new 12kV feeders, 667 

switches, associated cable, splicing and station equipment to improve ComEd’s ability to 668 

serve the downtown Chicago networks in case of an equipment outage. The Dearborn 669 

12kV Feeder Ties Project is a follow-up to the reliability project at Plymouth Court 670 

Substation which was recently completed and approved by the Commission for inclusion 671 

in ComEd’s rate base in the 2010 Rate Case, Docket No. 10-0467.  The Dearborn 672 

Substation and Plymouth Court Substation are two of ComEd’s oldest substations serving 673 

the loop. 674 

ComEd accomplished this with the addition of new 12kV cable in new and 675 

existing underground conduit systems, switches, and various station modifications, 676 

thereby providing capacity to pick up customer load supplied by the Dearborn Substation 677 

if the station were to experience a failure.  The project provided backup for the two 678 

network groups supplied by Dearborn Substation.  One network group is backed up by 679 

the Madison Substation and the other is backed up by the Ohio Substation. 680 

Q. What is the total cost of assets to be placed in service as part of the Dearborn 12kV 681 

Feeder Ties Project by December 31, 2011? 682 
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A. The Dearborn 12kV Feeder Ties Project was placed in service as of June 9, 2011, at a 683 

total cost of $9.05 million. 684 

Q. Was this project needed simply because of inadequate capacity at existing facilities? 685 

A. No.  While the Dearborn Substation was designed to withstand two independent 686 

equipment outages, in the event that there were still further equipment outages this load 687 

would be dropped for a significant length of time until switching or other remedial and 688 

more time consuming action could be taken.  Without the backup feeders at the 12kV 689 

supply circuit level, extended customer outages of up to a month would have been 690 

possible.  Such outages are unacceptable. 691 

In this case, because of the critical nature of these assets and the extraordinary 692 

outage times possible, ComEd balanced the value of added redundancy against the 693 

impact of a catastrophic outage in addition to applying normal capacity-based planning 694 

criteria.  While other disaster recovery plans for complete loss of the substation were 695 

developed, these plans required the installation of significant amounts of 12kV cable on 696 

an emergency basis.  The Dearborn 12kV Feeder Ties Project reduced the duration of the 697 

restoration effort greatly. 698 

Q. What alternatives did ComEd consider prior to selecting this alternative? 699 

A. ComEd considered four alternatives: 700 

1. Do nothing and rely on the existing infrastructure to provide the basis of restored 701 

service in the event of an outage.  This was unacceptable for the reasons I stated 702 

above. 703 
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2. Rely on redundant 69kV facilities as a basis for restoring the station.  This option 704 

was rejected because it was less flexible and did not address a complete loss of 705 

transformers or switchgear at Dearborn substation. 706 

3. Use tie feeders supplied through two entirely new substations, designated the 707 

“Columbus” and “Randolph” substations for the purpose of study.  This option, 708 

including the construction of the two new substations it would have required, was 709 

rejected as more expensive. 710 

4. Install temporary generators in the event of catastrophic failure of the Dearborn 711 

Substation.  After investigation, this option was found not to be feasible.  712 

Q. What documents did you rely upon to reach these conclusions? 713 

A. I reviewed the planning and engineering reports and analyses prepared by ComEd’s 714 

Distribution Planning Department, including documents reviewed by the PRC and 715 

PARC.  Finally, I reviewed the PDR&C report on the project. 716 

D. Major Blanket Capital Investment Programs 717 

Q. You stated at the beginning of your testimony that in addition to unique projects, 718 

ComEd is also seeking to include in rate base costs for projected plant additions for 719 

2011 incurred through blanket programs.  What utility functions do ComEd’s 720 

blanket programs generally serve? 721 

A. ComEd generally invests in blanket programs to accomplish work in each the five major 722 

investment categories described above: (1) corrective maintenance; (2) capacity 723 

expansion; (3) new business; (4) public relocation; and (5) system performance. 724 
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Q. What processes are in place to ensure that the blanket program costs are prudent 725 

and reasonable in amount? 726 

A. In addition to ComEd’s general engineering, financial, and management controls, ComEd 727 

assigns “Category Managers” to monitor the work and spending for its major work 728 

categories.  For example, under “New Business”, ComEd has various blanket programs 729 

to track costs to serve new customers based upon whether the customer is inside or 730 

outside Chicago and whether the new service is overhead or underground.  Certain 731 

blanket programs, such as acquisition of transformers, also cut across these broad 732 

investment categories. 733 

To prioritize its resources and ensure that blanket program expenditures are 734 

prudent and reasonable, ComEd uses both process controls, such as MCIP and the other 735 

processes discussed above, and function controls.  The functional controls include 736 

managers who are responsible for the prudent and efficient use of labor, material, and 737 

contract resources in their individual departments, such as construction and maintenance.  738 

The category managers are responsible across geographic and functional boundaries for 739 

the prudent and efficient use of resources.  In addition, the category managers are 740 

responsible for systematically reviewing the charges to the blanket program accounts 741 

within his/her category to ensure that the capital/expense allocations accurately reflect the 742 

work that is being done.  Financially significant examples of where ComEd has used 743 

blanket programs to better manage and control its costs were independently reviewed by 744 

PDR&C.  PDR&C concluded that the blankets were a reasonable and appropriate means 745 

of managing this work that are universally used throughout the utility industry. 746 
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Q. Were you able to reach professional opinions concerning the reasonableness and 747 

prudence of these blanket projects, and whether the assets they involve are being or 748 

will be used for, and are or will be useful in, serving ComEd’s retail customers?  749 

A. Yes, I was.  I am personally familiar with these blankets and the procedures under which 750 

they were designed and under which they are managed and implemented.  The use of 751 

these blanket programs allows ComEd to efficiently manage this high-volume work and 752 

to control the associated costs.  I have reviewed relevant documentation, including the 753 

same types of data as for unique projects.  I conclude that ComEd acted and acts 754 

prudently in implementing the blanket programs and did or does so at reasonable cost.  755 

Moreover, the facilities installed pursuant to these blanket programs are or will be used 756 

and useful in providing service to our customers. 757 

Q. What particular blanket programs are you addressing further in your testimony? 758 

A. I discuss ComEd’s largest blanket programs, by function, excluding those addressed by 759 

Mr. Donovan (ComEd Ex. 6.0) related to customer operations.  The blanket programs I 760 

review exceeded the $8.94 million threshold discussed above.  I will be discussing these 761 

programs from the perspective of the distribution function and the costs I discuss are 762 

distribution costs. 763 

1. Underground Corrective Maintenance Blanket Programs 764 

Q. What are the underground corrective maintenance blanket programs? 765 

A. These programs cover work associated with emergency cable and underground 766 

equipment replacement, and cable fault repairs throughout the ComEd system.  Electric 767 

utility distribution systems require ongoing corrective actions to repair and replace 768 
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underground infrastructure components, and this program ensures the safety and 769 

reliability of ComEd’s distribution system.  To illustrate the scope, ComEd repaired over 770 

7,200 primary underground cable faults in 2010, or, on average, more than 600 per 771 

month. 772 

Q. How much does ComEd project it will invest in this work for all of 2011? 773 

A. By December 31, 2011 ComEd expects to place into service investments for Emergency 774 

Cable Fault Replacement (ITN 20543) and Cable Fault Repair (ITN 10623) in the total 775 

amount of approximately $70.1 million, and has included this amount in its projected 776 

plant additions for 2011. 777 

Q. Does ComEd take any specific actions relating to its underground facility 778 

replacement programs that are designed to ensure that the costs of these blanket 779 

programs are reasonable and prudently incurred?   780 

A. ComEd manages the repair process to reduce costs as much as possible consistent with 781 

accomplishing the repairs promptly.  Also, ComEd minimizes the need for corrective 782 

action by employing maintenance programs to optimize the service life of infrastructure 783 

components and prevent in-service failures.    784 

2. Overhead Corrective Maintenance Blanket Programs 785 

Q. What are the overhead corrective maintenance blanket programs? 786 

A. The overhead corrective maintenance blanket programs include Overhead Distribution 787 

Defect Repairs (ITN 10622), Overhead Non-Emergent Corrective Maintenance (ITN 788 

30422), Substation Corrective Maintenance (ITN 29102), and Storm Restoration (ITN 789 
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10628).  These programs include numerous discrete tasks, such as replacing poles, 790 

overhead transformers, wire, fuses, connectors, brackets, braces and arresters.  Again, 791 

because of the relatively minor cost and repetitive nature of these individual tasks, we 792 

group them under a blanket program so that we can more easily manage our costs and 793 

productivity. 794 

Q. What is the purpose of these blanket programs? 795 

A. The purpose of overhead facility replacement is to ensure that key distribution system 796 

facilities are operating safely and within established parameters.  Replacing, repairing 797 

and maintaining equipment to provide service to customers is fundamental to providing 798 

electric utility service.  Electric utility distribution systems require ongoing corrective 799 

actions to repair and replace infrastructure components.  ComEd minimizes the need for 800 

corrective action by employing maintenance programs intended to optimize the service 801 

life of infrastructure components and prevent in-service failures. 802 

Q. How much does ComEd project it will invest in this work for all of 2011? 803 

A. By December 31, 2011 ComEd expects to place into service investments for the overhead 804 

corrective maintenance blanket programs described above in the total amount of 805 

approximately $74.2 million, and has included this amount in its projected plant additions 806 

for 2011. 807 

3. New Business Installation Blanket Programs 808 

Q. What are the major blanket programs that fall within this category? 809 
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A. The Inside Chicago Baseline (ITN 5968) and Outside Chicago Baseline (ITN 5972) 810 

programs provide new services for both commercial and residential customers.  Outside 811 

of Chicago, this includes both overhead and underground services, and new overhead 812 

services in Chicago.  These are the largest blankets in this category.   813 

Q. How much does ComEd project it will invest through these programs for all of 814 

2011? 815 

A. By December 31, 2011 ComEd expects to place into service investment in new service 816 

connections through these blanket programs in the total amount of approximately $85.6 817 

million, and has included this amount in its projected plant additions for 2011. 818 

4. System Performance Blanket Programs 819 

Q. What are the major blanket programs within this category? 820 

A. The 4/12 kV Mid-Circuit Reclosers (ITN 40100) and Replace Distribution Poor 821 

Performing URD (ITN 4920) blanket programs include installation of distribution 822 

automation (“DA”) devices (sectionalizing units) and underground cable replacement.  823 

These programs include numerous discrete tasks to install DA devices and replace 824 

underground cable (mainly in subdivisions).  Again, because of the relatively minor cost 825 

and repetitive nature of these individual tasks, we group them under blanket programs so 826 

that we can more easily track our costs and productivity, and negotiate installation costs 827 

with contractors on a per unit basis. 828 

Q. How much does ComEd project it will invest through these programs for all of 829 

2011? 830 
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A. By December 31, 2011 ComEd expects to place into service investments for these 831 

programs in the total amount of approximately $35.3 million, and has included this 832 

amount in its projected plant additions for 2011. 833 

Q. What is the purpose of system performance blanket programs? 834 

A. The purpose of system performance work is to reduce the frequency -- and, to a lesser 835 

extent, the duration -- of customer outages.  ComEd, like many other utilities, measures 836 

and tracks the frequency of outages closely through the System Average Interruption 837 

Frequency Index (SAIFI), one objective measure of the reliability of the system.  Under 838 

this blanket, ComEd has installed hundreds of DA devices.  To illustrate the impact that 839 

this work has had, we estimate that DA devices avoided approximately 854,000 customer 840 

interruptions in 2010.  All of these assets are being used to serve customers and are useful 841 

additions to our delivery system. 842 

5. Capacity Expansion Blanket Program 843 

Q. What is the capacity expansion baseline blanket program (ITN 29335)? 844 

A. Capacity Expansion work is driven primarily by load growth.  It is ComEd’s practice to 845 

forecast the summer peak-load, project if equipment or cable overloads may occur, and 846 

then invest in the necessary infrastructure to prevent projected overloads and avoid 847 

potential power outages to customers.  Capacity expansion projects not expected to 848 

exceed $100,000 are managed through ITN 29335. 849 

Q. How much does ComEd project it will invest through this program for all of 2011? 850 

A. By December 31, 2011 ComEd expects to place into service investments in capacity 851 

expansion through the Capacity Expansion Baseline Work blanket program (ITN 29335) 852 
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in the total amount of approximately $10.8 million, and has included this amount in its 853 

projected plant additions for 2011. 854 

6. Facility Relocation Blanket Program 855 

Q. What is the Facility Relocation Baseline blanket program (ITN 19262)? 856 

A. Facility Relocation, sometimes called Public Relocation, involves relocating distribution 857 

infrastructure when a governmental entity (municipality, county, or state agency) decides 858 

to undertake a public improvement project.  For instance, if a unit of local government in 859 

ComEd’s service territory wishes to widen a road, but the electric poles are too close to 860 

the edge of it, ComEd in general must move the poles to make room for the road.  The 861 

Facility Relocation category consists of a high volume of work that must be done on a 862 

fairly short timeline.  Facility relocation projects not expected to exceed $100,000 are 863 

managed through the Facility Relocation Baseline blanket program (ITN 19262). 864 

Q. How much does ComEd project it will invest through this program for all of 2011? 865 

A. By December 31, 2011 ComEd expects to place into service investments for facility 866 

relocation through the Facility Relocation Baseline blanket program (ITN 19262) in the 867 

total amount of approximately $10.6 million, and has included this amount in its 868 

projected plant additions for 2011. 869 

7. Distribution Transformer Corrective Maintenance Blanket Program 870 

Q. What is the Distribution Transformers Corrective Maintenance blanket program 871 

(ITN 5346)? 872 

A. This blanket program involves the purchase of new transformers to replace failed or 873 

obsolete transformers and for new installations.  ComEd purchases distribution 874 
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transformers to maintain safe, reliable service to ComEd customers, as well as to meet 875 

system reinforcement and additional capacity requirements.  Due to the large volume of 876 

transformers purchased every year – in 2010, approximately 8,000 transformers rated at 877 

less than 10 MVA – at a relatively minor cost per unit, it is cost-prohibitive to track these 878 

on a per-project basis.  Therefore, we track the purchase of these items in blanket 879 

programs.   880 

Q. How much does ComEd project it will invest in the purchase of new distribution 881 

transformers through the Distribution Transformers Corrective Maintenance 882 

blanket program (ITN 5346) for all of 2011? 883 

A. By December 31, 2011 ComEd expects to purchase new distribution transformers 884 

through the Distribution Transformer Corrective Maintenance blanket program (ITN 885 

5346) in the total amount of approximately $30.2 million, and has included this amount 886 

in its projected plant additions for 2011. 887 

8. Fleet Vehicles Blanket Program 888 

Q. What is the Fleet Vehicles blanket program (ITN 21402)? 889 

A. The Fleet Vehicles blanket program (ITN 21402) covers the purchase of vehicles 890 

required to conduct ComEd’s delivery business.  We purchase vehicles from vendors that 891 

compete on both price and performance.  The vehicles allow ComEd to provide utility 892 

service.  ComEd’s vehicles include light to heavy duty trucks, such as aerial lifts to 893 

perform overhead work, and light duty support vehicles such as pickup trucks and 894 

SUV’s.  Currently, ComEd operates about 3,100 vehicles. 895 
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Q. How much does ComEd project it will invest in the purchase of vehicles through the 896 

Fleet Vehicles blanket program (ITN 21402) for all of 2011? 897 

A. By December 31, 2011 ComEd expects to purchase vehicles through the Fleet Vehicles 898 

blanket program (ITN 21402) in the total amount of approximately $23.7 million, and has 899 

included this amount in its projected plant additions for 2011. 900 

E. Other Large ITNs 901 

Q. Are there any other large ITNs not discussed above that exceed the $8.94 million 902 

plant addition threshold? 903 

A. Yes.  Although there are no other unique projects or blanket programs projected for 2011 904 

that exceed the $8.94 million threshold, there are several ITNs that are used to plan for 905 

work that is expected but has not yet been assigned a unique project ITN.  “Bucket” 906 

projects are used to plan for unique projects whose cost is expected to exceed $100,000.  907 

When the scope of specific projects is developed and appropriately authorized, those 908 

projects become unique projects and the funding for them is transferred from the 909 

associated bucket project ITN to the new unique project ITN.  There are two “bucket” 910 

ITNs for capital additions projected for 2011 that exceed the $8.94 million threshold. 911 

Q. Are projects performed under bucket ITNs subject to the same planning, approval 912 

and implementation processes identified above for unique projects? 913 

A. Yes. 914 

Q. What is the first bucket ITN exceeding $8.94 million? 915 
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A. Multiple capacity expansion projects are planned through ITN 16542 for Capacity 916 

Expansion Projects between $100,000 and $5 million. 917 

Q. How much does ComEd project it will invest through ITN 16542 for all of 2011? 918 

A. By December 31, 2011 ComEd expects to place into service investments in capacity 919 

expansion for Capacity Expansion Projects between $100,000 and $5 million (ITN 920 

16542) in the total amount of approximately $23.3 million, and has included this amount 921 

in its projected plant additions for 2011. 922 

Q. What is the second bucket ITN exceeding $8.94 million? 923 

A. Multiple facility relocation projects are planned through ITN 19742 for Facility 924 

Relocation Projects over $100,000 Regionally Managed. 925 

Q. How much does ComEd project it will invest through ITN 19742 for all of 2011? 926 

A. By December 31, 2011 ComEd expects to place into service investments for facility 927 

relocation for in capacity expansion for Facility Relocation Projects over $100,000 928 

Regionally Managed (ITN 19742) in the total amount of approximately $22.0 million, 929 

and has included this amount in its projected plant additions for 2011. 930 

IV. Operating Expenses 931 

Q. What are the major components of ComEd’s operating expenses? 932 

A. Major components of operating expenses include Distribution Operations and 933 

Maintenance expenses, Administrative and General expenses, and Customer Accounts 934 

expenses.  I discuss the first two of these components below.  Mr. Donovan discusses 935 

Customer Accounts expenses (ComEd Ex. 6.0). 936 
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Q. What are the other major components of ComEd’s operating expenses? 937 

A. ComEd’s operating expenses also include depreciation expense, taxes, regulatory debits, 938 

and other adjustments to these expenses addressed in the direct testimony of Ms. 939 

Houtsma (ComEd Ex. 3.0) and Mr. Fruehe (ComEd Ex. 4.0).   940 

Q. Has ComEd functionalized operating expenses? 941 

A. Yes.  As with rate base items, operating expenses have been functionalized to determine 942 

the expenses to be included as part of ComEd’s delivery services expenses as discussed 943 

in the direct testimony of Ms. Houtsma (ComEd Ex. 3.0) and Mr. Fruehe (ComEd Ex. 944 

4.0).  ComEd has excluded from the proposed expenses those that have been 945 

functionalized as Transmission and that are recovered through rates under the jurisdiction 946 

of FERC. 947 

A. Distribution Operation and Maintenance Expenses 948 

Q. What is the net amount of Distribution Operation and Maintenance (“O&M”) 949 

expenses incurred during 2010 for the provision of delivery services that ComEd has 950 

included in its revenue requirement? 951 

A. ComEd has included in its revenue requirement $312.853 million in Distribution O&M 952 

expenses incurred during 2010 for the provision of delivery services, as reflected in 953 

Schedule C-1 attached to the direct testimony of Mr. Fruehe (ComEd Ex. 4.0).  In 954 

general, operation expenses are incurred for the normal day-to-day activities needed to 955 

operate, monitor, and switch the system to either restore customers or maintain service 956 

while taking equipment out of service for maintenance or because of failure.  The 957 

majority of the Distribution maintenance expenses are those expenses incurred to perform 958 
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preventive maintenance or repairs.  Approximately three-fourths of the Distribution 959 

O&M Expenses incurred during 2010 fall into the overhead facilities, underground 960 

facilities, or substation categories.  The balance of the Distribution O&M Expenses 961 

generally relate to functions such as supervision and engineering, street lighting, and 962 

meters.  Before the adjustments reflected in Mr. Fruehe’s testimony and attachments, 963 

operation expenses were approximately $74.57 million and maintenance expenses were 964 

approximately $238.57 million. 965 

1. Overhead Facilities 966 

Q. What types of operation and maintenance activities does ComEd conduct with 967 

respect to overhead facilities? 968 

A. ComEd conducts a variety of activities in order to maintain distribution circuits and other 969 

overhead equipment.  Generally speaking, through its periodic and targeted overhead 970 

maintenance inspection programs, ComEd systematically inspects overhead facilities, 971 

identifies equipment that must be repaired or replaced, and regularly inspects, trims, and, 972 

as required, clears vegetation that may affect its overhead system.  In particular, ComEd 973 

inspects and repairs overhead line capacitor banks annually and regulators bi-annually 974 

and repairs or replaces overhead facilities as determined by the four year overhead 975 

maintenance inspection program for 4kV and 12kV lines (one quarter of the system is 976 

inspected each year) and a two year overhead maintenance inspection program for 34kV 977 

lines.  The overhead maintenance inspection program identifies items for repair such as 978 

damaged conductors; conductors with numerous splices; slack span primary conductors; 979 

broken cross arms and arm braces; cracked or broken insulators; blown arresters; 980 
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damaged ground leads; line clearance issues; wildlife interference; and faulty guy wires 981 

or guy markers.  ComEd repairs items that could be safety risks or that do not pass 982 

inspection in order to reduce the probability of failure and outages.  The costs of activities 983 

to take parts of the overhead system out of service for maintenance or repair work and to 984 

restore the system back to normal are operation expenses. 985 

Q. What were ComEd’s 2010 overhead facility operation and maintenance costs?   986 

A. Operation and maintenance expenses associated with overhead facilities were 987 

approximately $132.5 million in 2010.  About $48 million of this amount was for 988 

vegetation management. 989 

2. Underground Facilities 990 

Q. Please describe ComEd’s operation and maintenance activities for underground 991 

facilities.   992 

A. Underground facilities maintenance involves systemic and routine inspections of 993 

underground facilities and emergency cable and underground equipment replacement, 994 

and cable fault repairs.  In particular, ComEd inspects and repairs equipment in 995 

manholes, network protectors and switchgears; and repairs vault roofs and other 996 

equipment located underground.  Additionally, ComEd repairs primary, secondary, and 997 

service cable faults.  These repairs are necessary in order to restore system configuration, 998 

to return contingency capability back to normal, to restore service to customers, or to 999 

restore full power to a customer with a service fault.  The costs of activities to take parts 1000 

of the underground system out of service for maintenance or repair work and to restore 1001 

the system back to normal are operation expenses. 1002 
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Q. How much did ComEd spend in 2010 on operation and maintenance activities for 1003 

underground facilities? 1004 

A. Operation and maintenance expenses involving underground facilities were 1005 

approximately $56.4 million in 2010.   1006 

3. Substation Facilities 1007 

Q. Please describe ComEd’s operation and maintenance activities for substations? 1008 

A. ComEd inspects, repairs, and maintains the major components within a substation, 1009 

including but not limited to circuit breakers, transformers, capacitor banks, protective 1010 

relays, battery systems, station yard, disconnects and circuit switchers, busses, instrument 1011 

transformers, metering equipment, substation buildings, fire protection systems, and 1012 

communications and SCADA systems.  Predictive maintenance includes visual 1013 

inspections, thermography, oil sampling and dissolved gas analysis, hi-pot testing, 1014 

functional checks and various other equipment diagnostics and tasks.  Preventive 1015 

maintenance includes power washing of transformer radiators, circuit breaker mechanism 1016 

lubrication/maintenance, refilling of nitrogen gas, replacement of transformer desiccant 1017 

and various cleaning activities.  The costs of activities to take all or part of a substation 1018 

out of service for maintenance or repair work and to restore the system back to normal 1019 

are operation expenses. 1020 

Q. How much did ComEd spend on substation operation and maintenance in 2010?   1021 

A. Operating and maintenance expenses involving substations were approximately $40.6 1022 

million in 2010. 1023 
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B. Administrative and General Expenses 1024 

Q. What are ComEd’s Administrative and General (“A&G”) expenses, and how do 1025 

these expenses support the provision of tariffed services? 1026 

A. ComEd incurred $342 million in A&G expenses in 2010 for items such as salaries, 1027 

pensions and benefits, office supplies and services, and accounting fees, as well as costs 1028 

of services that ComEd receives from EBSC and other outside service providers.  These 1029 

expenses are necessary to allow ComEd to provide cost-effective and efficient service to 1030 

customers.  Some of these expenses, such as communications costs, relate directly to 1031 

distribution operations functions.  Others, such as those that relate to customer service, 1032 

finance, or general support functions, are addressed by other witnesses including Mr. 1033 

Donovan and Mr. Fruehe.   1034 

C. Operating Cost Management Efforts 1035 

Q. Has ComEd taken action to manage its operating costs? 1036 

A. Yes.  ComEd continues to take aggressive – and successful – measures to manage our 1037 

costs.  We have focused on driving down the costs to “do the work” as much as is 1038 

practical in all operational areas.  Where outside contractors are used, the procurement 1039 

process emphasizes cost control, along with consistent quality and timely completion.  In 1040 

addition, optimization and efficiency programs have been put in place with the explicit 1041 

aim of providing reliable service at the lowest cost.  ComEd’s budgeting and work 1042 

management systems tie expenses to projects and activities.  This permits a greater level 1043 

of informed monitoring, management, and control of expenses. 1044 
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Q. Can you provide examples of some of the key activities ComEd continues to take to 1045 

manage its operating costs? 1046 

A. Yes.  I am leading a multi-year initiative within our Engineering groups to address 1047 

several key facets of Engineering.  While the initiative will identify financial 1048 

opportunities, the primary focus is on expanding the sustainable model that encourages 1049 

collaboration, technical leadership, innovation, and business acumen.  This initiative has 1050 

the following components: 1051 

 “Innovation in Engineering” publicizes innovative ideas through bulletin boards, 1052 

reports to senior leadership, and an internal company website. 1053 

 “Internal vs. External Criteria” adds standardization for assessment of internal 1054 

versus external engineering tasks and to assist in developing sourcing strategies. 1055 

 “Common Engineering Platform” defines a policy including definition of 1056 

common platform elements. 1057 

 “Talent Development” addresses technical training development and a new hire 1058 

rotation program. 1059 

D. Incentive Compensation  1060 

Q. Is ComEd’s 2010 incentive compensation expense based on the achievement of 1061 

operational metrics and not based on net income or an affiliate’s earnings per 1062 

share? 1063 

A. Yes.  ComEd’s incentive compensation plans for 2010 provided for incentive 1064 

compensation based on operational and cost control metrics and did not provide for 1065 

incentive compensation based on net income or an affiliate’s earnings per share.  1066 
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Q. How does ComEd’s incentive compensation program relate to its distribution 1067 

operating performance? 1068 

A. ComEd continues to financially incentivize employees to improve efficiency, reliability, 1069 

customer service, and safety to deliver customer benefits. 1070 

Q. Can you please describe the ComEd incentive compensation costs included in rates? 1071 

A. ComEd included in its revenue requirement the costs of its Annual Incentive Program 1072 

(“AIP”).  The AIP provides incentives for achieving ComEd’s annual performance goals.  1073 

AIP compensation is based on how well a particular employee, the employee’s functional 1074 

area, and ComEd, as a whole, perform against operational, customer satisfaction, safety 1075 

and cost targets established for the year. 1076 

Q. What are the key performance indicators included in the 2010 AIP? 1077 

A. The key operational performance indicators, or metrics, are: (1) a standard measure of 1078 

outage frequency (called “SAIFI”), (2) a standard measure of average outage duration 1079 

(called “CAIDI”), (3) a standard measure of safety – the rate of OSHA recordable injury 1080 

events, (4) a measure of our success at achieving the goals of identified operational 1081 

initiatives directed at improving productivity, customer satisfaction, or environmental 1082 

stewardship,3 and (5) a “Customer Satisfaction Index” derived by equally weighting an 1083 

                                                 
3 Performance is based on the productivity level achieved, generally calculated as the percentage 

of actual work completed and dollars spent versus 100% of the work planned and budgeted dollars.  At a 
minimum, 90% of each initiative’s planned work must be achieved for any incentive to be paid for this 
metric.  For 2010, the 13 initiatives were the Summer Critical Program, 1% Circuit Program, URD Cable 
Program, Distribution Automation Program, Substation Transformer Maintenance Template Program, 
Vegetation Management for Distribution, Vegetation Management for Transmission, Revenue Protection 
Plan, Smart Meter Customer Satisfaction, Customer Service Technology Improvements, GHG Net 
Emissions, Net MWhrs Saved, and Dollars/kWh. 
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American Customer Satisfaction Index (“ACSI”) Proxy,4 a measure of Contact Center 1084 

Customer Satisfaction, and New Business Customer Satisfaction.  In addition, we 1085 

measure our ability to achieve those metrics at a reasonable cost through our total O&M 1086 

Expense and total Capital Expenditures. 1087 

Q. How did ComEd’s employees and managers perform on these metrics in 2010? 1088 

A. ComEd met or exceeded its goals for each of these metrics in 2010 except for OSHA 1089 

recordable injury rate.  ComEd actually achieved reductions in both capital expenditures 1090 

and O&M expenses measured by these incentive targets during the 2010 rate year.  These 1091 

reductions have lowered the rates that ComEd is seeking as compared to what they 1092 

otherwise would have been.  Moreover, the level of employee performance on the AIP 1093 

goals exceeded 100%. 1094 

Q. Do the same conclusions apply to the Long-Term Incentive Payments (“LTIP”) 1095 

program? 1096 

A. Yes, the LTIP program provided incentive compensation for 2010 based primarily on 1097 

operational and cost control metrics and did not provide for incentive compensation 1098 

based on net income or an affiliate’s earnings per share. 1099 

                                                 
4 The metric is based on ComEd's performance on the three equally-weighted customer 

satisfaction metrics: ACSI Proxy, Contact Center Satisfaction, and New Business Satisfaction.  The ACSI 
Proxy is a combined measure of residential, small business and large business customer satisfaction. The 
residential component of the ACSI Proxy is the University of Michigan ACSI.  The small business and 
large business components are based on telephone and web-administered surveys conducted by research 
firms. Contact Center Satisfaction is the percent of customers satisfied with the service received during a 
call to the ComEd Customer Care Centers.  The score is based on the results of telephone-administered 
surveys of randomly-selected residential and small business customers who recently contacted ComEd.  
New Business Satisfaction is the percent of customers satisfied overall with ComEd’s performance on 
projects completed by New Business.  The score is based on the results of a mail-administered survey.  
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E. Storm Damage Repair Expense 1100 

Q. Please describe the types of activities that are categorized as storm damage repair 1101 

expense? 1102 

A. Typically, storm damage repair will include both capital investments and O&M expenses.  1103 

Examples of capital investments include replacement of damaged transformers, broken 1104 

poles, or broken arms.  Examples of O&M expenses include replacing blown fuses, 1105 

patrolling or inspecting to identify damage, safeguarding downed wires until they can be 1106 

repaired, and repairing wires that have fallen down. 1107 

Q. Can you describe the storm activity that ComEd experienced in 2010? 1108 

A. ComEd experienced 25 storms in 2010 that affected over 2 million customers, one of the 1109 

highest on record.  During a particularly devastating series of storms from June 18th to 1110 

June 26th, nearly 1 million ComEd customers were affected. 1111 

Q. What was ComEd’s total storm damage repair expense for 2010? 1112 

A. ComEd’s total jurisdictional (distribution) storm damage repair expense for 2010 was 1113 

approximately $52.3 million.  This is the amount of storm damage repair expense before 1114 

the $8.863 million adjustment explained in the direct testimony of ComEd witness Mr. 1115 

Fruehe (ComEd Ex. 4.0) to amortize over five years the storm damage repair expense 1116 

from the June 18, 2010 storm discussed below.  The storm damage repair expense was 1117 

necessary to restore service to those customers affected by storms. 1118 

Q. Did ComEd have a single storm in 2010 that resulted in storm damage repair 1119 

expense exceeding $10 million? 1120 



Docket No. 11-____ 
ComEd Ex. 5.0 

Page 54 of 56 

A. Yes.  The storm that occurred on June 18, 2010 resulted in storm damage repair expense 1121 

of approximately $11 million. 1122 

Q. Please describe that storm and the expenses incurred to repair the damage from 1123 

that storm. 1124 

A. Two storm fronts with severe damaging winds swept through the entire ComEd service 1125 

territory on June 18, 2010.  Thunderstorm wind gusts were clocked at 70 MPH or higher.  1126 

Approximately 29,000 lightning strikes were recorded within the ComEd service 1127 

territory.  The storm affected approximately 530,000 customers, with 90% restored 1128 

within 28 hours of losing power.  Highly affected areas in Northern Illinois included 1129 

Rockford, Des Plaines and the City of Chicago.  This was one of the most destructive 1130 

storms in the last 12 years. 1131 

As noted above, the expense incurred to repair the damage from the June 18th 1132 

storm was approximately $11.0 million.  Several other storm fronts hit ComEd’s service 1133 

territory between June 18th and June 27th, 2010, with the June 18th Storm causing the 1134 

most damage.  Over 450 crews were used during restoration efforts, with over 100 1135 

overhead contract crews brought in from Illinois, Wisconsin, Michigan and Kansas.  1136 

Crews worked up to six 16-hour shifts (16 hours on, eight hours off) throughout the 1137 

restoration process.  Over 2,500 field and office personnel worked more than 226,500 1138 

hours to restore customers. 1139 

F. Schedule C-15 1140 

Q. Are you supporting any schedules related to O&M expenses? 1141 
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A. Yes.  I am supporting Schedule C-15, which is part of the information being submitted by 1142 

ComEd in support of this filing.  Schedule C-15 accurately lists major maintenance 1143 

projects included in jurisdictional operating expense with a cost exceeding the lesser of 1144 

$500,000 or 1% of the operations and maintenance expenses for that function.  Schedule 1145 

C-15 also contains accurate information on those operating expenses for prior years 1146 

consistent with Section 285.3160 of the Commission’s rules. 1147 

G. ComEd’s Operating Expenses are Reasonable and Prudently Incurred 1148 

Q. Ms. Blaise, have you reached a conclusion as to whether ComEd’s operating 1149 

expenses are reasonable in amount and reflect prudent distribution operating 1150 

activities? 1151 

A. Yes.  ComEd’s operating expenses, including its distribution operating expenses and the 1152 

A&G expenses that support distribution services, as reflected in the direct testimony of 1153 

Mr. Fruehe (ComEd Ex. 4.0, Schedule C-1) were prudently incurred, are reasonable in 1154 

amount, and were incurred in order to provide tariffed delivery services to retail 1155 

customers. 1156 

Q. On what do you base that opinion? 1157 

A. I base my opinion on my personal knowledge of the operation and management of the 1158 

distribution system, my personal knowledge of the processes and controls that ComEd 1159 

has in place to manage and minimize its costs, and the operating and management data 1160 

and reports provided to me in the course of performing my executive functions.  I have 1161 

also reviewed and relied on the direct testimony of other ComEd witnesses including Mr. 1162 

Donovan (ComEd Ex. 6.0) and Mr. Fruehe (ComEd Ex. 4.0).   1163 
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V. Conclusion 1164 

Q. Does this complete your direct testimony? 1165 

A. Yes.  1166 


