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I. Introduction 1 

A. Identification of Witness 2 

Q. What is your name and business address? 3 

A. My name is Ross C. Hemphill.  My business address is 440 S. LaSalle, Suite 3300, 4 

Chicago, Illinois  60605. 5 

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

A. I am the Vice President, Regulatory Policy and Strategy of Commonwealth Edison 7 

Company (“ComEd”). 8 

B. Purposes of Direct Testimony 9 

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

A. I introduce and provide context for today’s filing of ComEd’s Multi-Year Performance 11 

Metrics Plan (“Plan”) (ComEd Ex. 1.0).  Specifically, in its November 8, 2011 filing with 12 

the Illinois Commerce Commission (“Commission”) in ICC Docket No. 11-0721, 13 

ComEd (i) elected to become a “participating utility” by voluntarily committing to 14 

undertake the investments described in Section 16-108.5 of the Public Utilities Act 15 

(“Act”) and (ii) filed its performance-based formula rate tariff, Rate DSPP – Delivery 16 

Service Pricing and Performance (“Rate DSPP”).  Section 16-108.5(f) requires that 17 

ComEd must file its proposed multi-year performance metrics (“metrics”) with the 18 

Commission within 30 days of filing Rate DSPP, including a proposed tariff mechanism 19 

to apply any penalties due for a failure to achieve an annual performance goal.   20 

21 
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C. Background and Qualifications 22 

Q. Dr. Hemphill, what are your current duties and responsibilities for ComEd? 23 

A. As Vice President, Regulatory Policy and Strategy, I have executive responsibility for the 24 

regulatory policies and strategies relating to ComEd’s distribution business and for 25 

ComEd’s Illinois-jurisdictional tariffs.  I thus have a central role in developing new 26 

customer service and regulatory initiatives, including those called for by new Section 16-27 

108.5 of the Act. 28 

Q. What was your previous work experience before joining ComEd? 29 

A. My entire professional career has been spent in the energy and utility industries in 30 

positions in industry, government, and non-profit regulatory support organizations.   31 

Most recently, I served as ComEd’s Director, Rates & Regulatory Strategies.  In 32 

that role, I managed ComEd’s rate department and managed and coordinated ComEd’s 33 

relationship with Illinois regulatory bodies including the Commission and its Staff. 34 

From 2008 until joining ComEd in 2009, I was a Director at Black & Veatch 35 

Corporation, which is an engineering, consulting, and construction company that 36 

specializes in infrastructure development in energy, water, telecommunications, 37 

management consulting and environmental markets, as well as support to federal 38 

agencies.  At Black & Veatch, I was responsible for developing and managing projects 39 

that provided a broad range of regulatory services to utility clients. 40 

From 2007 to 2008, I was a Principal Consultant at Freeman, Sullivan & Co., a 41 

research and consulting firm that provides expert testimony, statistical analysis, economic 42 

modeling, field studies, and data collection that can serve as the basis for public policy 43 
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programs and for business and litigation strategy.  At Freeman, Sullivan & Co., I was 44 

responsible for projects that included the design and assessment of the benefits of energy 45 

efficiency, demand response, and alternative pricing programs. 46 

From 2005 until 2007, I was a Vice President at NERA Economic Consulting 47 

(“NERA”).  At NERA, I provided a broad range of rate-related and regulatory services to 48 

utility clients.  Prior to joining NERA, I served as an officer, manager, or economist for 49 

Laurits R. Christensen Associates, AXS Marketing LLC, the Argonne National 50 

Laboratory, the National Regulatory Research Institute, American Electric Power Service 51 

Corporation, and the Illinois Commerce Commission. 52 

My resume is attached to this direct testimony as ComEd Ex. 2.1. 53 

Q. What is your educational background? 54 

A. I hold a Bachelor of Arts Degree in Economics from Lewis University and a Master of 55 

Science with a concentration in Economics from Indiana State University.  In 1988, I 56 

earned a Ph.D. in Resource Economics from The Ohio State University. 57 

II. Overview of the Regulatory Framework and the Metrics Filing 58 

Q. Could you provide an overview of the regulatory framework that is prompting 59 

today’s filing of the Plan? 60 

A. Yes.  On October 26, 2011, Senate Bill 1652 took effect as Public Act 97-0616 (“PA 97-61 

0616”).  Among PA 97-0616’s key provisions is the establishment of Section 16-108.5 of 62 

the Act.  That Section provides that an electric utility having at least 1,000,000 customers 63 

may elect to become a “participating utility” and voluntarily undertake the investments 64 

described therein.  Such a participating utility may also elect to establish a performance-65 
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based formula rate tariff that mathematically calculates its Illinois-jurisdictional revenue 66 

requirement and corresponding delivery service charges.  On November 8, 2011, ComEd 67 

filed its performance-based formula rate tariff, Rate DSPP, and committed to undertake 68 

the investments described in Section 16-108.5 of the Act.  See ICC Docket No. 11-0721.  69 

Section 16-108.5(f) requires that within 30 days of filing Rate DSPP, ComEd also file 70 

multi-year performance metrics with the Commission that are designed to achieve 71 

improvement over baseline values in various performance categories over the relevant 72 

10-year period.  This filing must be accompanied by a tariff mechanism that applies any 73 

penalties due for a failure to achieve annual performance goals.  See ComEd Ex. 1.1. 74 

Also on October 26, the General Assembly passed a second “trailer” bill, entitled 75 

House Bill 3036 (the “Trailer Bill”), which was later transmitted to the Governor but has 76 

not yet become law.  Accordingly, ComEd’s filing follows existing law while also 77 

recognizing that the Trailer Bill, which may become effective shortly, modifies certain 78 

provisions of Section 16-108.5.  Specifically, ComEd has also included in this filing the 79 

information that would be called for if the Trailer Bill becomes effective, including an 80 

alternate tariff mechanism.  See ComEd Ex. 1.1 TB.     81 

Q. What are the metrics set forth in ComEd’s Plan? 82 

A. Section 16-108.5 of the Act provides that ComEd must achieve the following 83 

improvements by the end of the 10-year period:   84 

(1) System Average Interruption Frequency Index (“SAIFI”):  ComEd must 85 

improve system-wide SAIFI (“System SAIFI”) by 20%, ratably over the 10-86 

year period. 87 
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(2) Customer Average Interruption Duration Index (“CAIDI”):  ComEd must 88 

improve system-wide CAIDI (“System CAIDI”) by 15%, ratably over the 89 

10-year period. 90 

(3) Southern Region SAIFI:  ComEd must improve SAIFI for its Southern 91 

Region by 20%, ratably over the 10-year period. 92 

(4) Service Reliability Targets:  ComEd must improve the total number of 93 

customers who exceed the service reliability targets by 75%, ratably over 94 

the 10-year period. 95 

(5) Estimated Electric Bills:  ComEd must reduce the number of estimated 96 

electric bills by 90%, ratably over the 10-year period 97 

(6) Consumption on Inactive Meters (“CIM”):  ComEd must reduce CIM by 98 

90%, ratably over the 10-year period. 99 

(7) Unaccounted for Energy (“UFE”):  ComEd must reduce UFE by 50%, 100 

ratably over the 10-year period. 101 

(8) Uncollectible Expense:  ComEd must reduce uncollectible expense by 102 

$30,000,000, ratably over the 10-year period. 103 

(9) Opportunities for Minority-Owned and Women-Owned Business 104 

Enterprises (“MWBE”):  It is ComEd’s goal to increase its capital 105 

expenditures paid to these enterprises by 15% over the 10-year period. 106 
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In the event the Trailer Bill becomes law, ComEd would be subject to an additional 107 

SAIFI metric regarding its Northeastern Region.  Under this metric, ComEd must 108 

improve SAIFI for its Northeastern Region by 20%, ratably over the 10-year period. 109 

Q. How will ComEd achieve these goals over 10 years? 110 

A. As described in more detail in the Plan and the direct testimony of ComEd witness 111 

Michael McMahan (ComEd Exs. 1.0 & 3.0), ComEd is proposing annual performance 112 

goals that are designed to achieve the 10-year goals ratably (i.e., in equal segments) over 113 

the relevant 10-year period from the baseline established for each metric.  114 

Q. When will the 10-year metrics period commence? 115 

A. Section 16-108.5(f) permits ComEd to elect a start date for the metrics beginning no later 116 

than 14 months following the date on which it begins investing in the infrastructure 117 

investment program described in Section 16-108.5(b).  As described in the Plan, because 118 

ComEd will begin investment on or before January 1, 2012, it elects that the 10-year 119 

period for metrics begin on January 1, 2013.  See ComEd Ex. 1.0 at 2-3. 120 

In the event that the Trailer Bill becomes law, Section 16-108.5 will create two 121 

separate 10-year tracks – (i) for those metrics related to reliability (SAIFI, CAIDI, and 122 

Service Reliability Targets) and MWBE spend, ComEd must elect a start date that is no 123 

later than 14 months following the date on which it begins investing in its infrastructure 124 

investment program, and (ii) for those metrics that utilize the technology or functionality 125 

that will be implemented under ComEd’s Advanced Metering Infrastructure Deployment 126 

Plan (“AMI Plan”) (estimated electric bills, CIM, UFE, and uncollectible expense), 127 
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ComEd must elect a start date that is no later than 14 months following the Commission’s 128 

order approving the AMI Plan.   129 

Accordingly, if the Trailer Bill becomes law, ComEd elects a start date of January 130 

1, 2013 for the metrics set forth in Section 16-108.5(f)(1) through (4) and (9) of the 131 

Trailer Bill (SAIFI, CAIDI, Service Reliability Targets, and MBWE) based on the fact 132 

that ComEd will begin investing in its infrastructure investment program no later than 133 

January 1, 2012.  Id. at 3.  With respect to those metrics dependent upon approval of 134 

ComEd’s AMI Plan set forth in Section 16-108.5(f)(5) through (8) of the Trailer Bill 135 

(estimated electric bills, CIM, UFE, and uncollectible expense), ComEd will make a 136 

filing with the Commission within 30 days of the Commission’s order approving 137 

ComEd’s AMI Plan, which filing will elect a start date for these metrics that is no later 138 

than 14 months following the Commission’s entry of the order.  Id. 139 

Q. How will ComEd report on its performance under the metrics? 140 

A. Following each year of the 10-year metrics period, ComEd will file with the Commission 141 

a report describing how it performed under each metric and identify any extraordinary 142 

events that adversely impacted its performance.  This report must be filed no later than 143 

June 1 of each year.  See 220 ILCS 5/16-108.5(f-5). 144 

III. Penalty Provisions and the Tariff Mechanism 145 

Q. Is ComEd subject to any penalties for failing to achieve the annual performance 146 

goals identified in the Plan? 147 

A. Yes, it is.  As described in Section II of the Plan, Section 16-108.5(f-5) of the Act 148 

assesses financial penalties for a failure to achieve the applicable metrics.  Different 149 
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penalties apply to the following metrics or groups of metrics:  System SAIFI; System 150 

CAIDI; Southern Region SAIFI and, if the Trailer Bill becomes law, Northeastern 151 

Region SAIFI; service reliability targets; estimated electric bills; and CIM, UFE, and 152 

uncollectible expense.  If the Trailer Bill becomes law, the penalties at issue in a given 153 

year would increase over the 10-year period. 154 

Q. How are the financial penalties applied with regard to the System SAIFI metric? 155 

A. With regard to System SAIFI, if ComEd fails to achieve the annual goal in a given year, 156 

then its cost of common equity (“COE”) will be reduced by 5 basis points for the 12-157 

month period in which the deficiency occurred.  The reduction is applied only for the 158 

year in which the deficiency occurred.  See ComEd Ex. 1.0 at 24. 159 

In the event that the Trailer Bill becomes law, these penalties are modified as 160 

follows:  for years 1 through 3, the COE is reduced by 5 basis points; for years 4 through 161 

6, the COE is reduced by 6 basis points; and for years 7 through 10, the COE is reduced 162 

by 7 basis points.  The reduction is applied only for the year in which the deficiency 163 

occurred.  Id. at 25. 164 

Q. How are the financial penalties applied with regard to the System CAIDI metric? 165 

A. With regard to System CAIDI, if ComEd fails to achieve the annual goal in a given year, 166 

then its COE will be reduced by 5 basis points for the 12-month period in which the 167 

deficiency occurred.  The reduction is applied only for the year in which the deficiency 168 

occurred.  Id. at 24. 169 
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In the event that the Trailer Bill becomes law, these penalties are modified as 170 

follows:  for years 1 through 3, the COE is reduced by 5 basis points; for years 4 through 171 

6, the COE is reduced by 6 basis points; and for years 7 through 10, the COE is reduced 172 

by 7 basis points.  The reduction is applied only for the year in which the deficiency 173 

occurred.  Id. at 25. 174 

Q. What are the financial penalties applicable to the Southern Region SAIFI metric? 175 

A. With respect to SAIFI for ComEd’s Southern Region, if ComEd does not achieve its 176 

annual goal for this metric in a given year, its COE will be reduced by 5 basis points for 177 

the 12-month period in which the deficiency occurred.  The reduction is applied only for 178 

the year in which the deficiency occurred.  Id. at 24. 179 

Q. Would the penalty for the Southern Region SAIFI metric change if the Trailer Bill 180 

becomes law? 181 

A. Yes.  For penalty purposes, the Trailer Bill combines the Southern Region SAIFI metric 182 

with its new Northeastern Region metric, and requires that ComEd must achieve both 183 

metrics in each annual period.  If ComEd does not achieve both of the annual goals in a 184 

given 12-month period, its COE will be reduced as follows:  during years 1 through 3, by 185 

a total of 5 basis points; during years 4 through 6, by a total of 6 basis points; and, during 186 

years 7 through 10, by a total of 7 basis points.  The reduction is applied only for the year 187 

in which the deficiency occurred.  Id. at 25. 188 

189 
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Q. How are the financial penalties applied for the service reliability targets metric? 190 

A. With regard to service reliability targets, if ComEd fails to achieve the annual goal in a 191 

given year, then its COE will be reduced by 5 basis points for the 12-month period in 192 

which the deficiency occurred.  The reduction is applied only for the year in which the 193 

deficiency occurred.  Id. at 24. 194 

In the event that the Trailer Bill becomes law, the penalties are modified as 195 

follows: for years 1 through 3, the COE is reduced by 5 basis points; for years 4 through 196 

6, the COE is reduced by 6 basis points; and for years 7 through 10, the COE is reduced 197 

by 7 basis points.  The reduction is applied only for the year in which the deficiency 198 

occurred.  Id. at 26. 199 

Q. What are the financial penalties applied for the estimated electric bills metric? 200 

A. For estimated electric bills, ComEd must achieve 95% of the annual goal in order to 201 

avoid a reduction to its COE.  If ComEd fails to achieve this metric, then its COE is 202 

reduced by 5 basis points for the 12-month period in which the deficiency occurred.  The 203 

reduction is applied only for the year in which the deficiency occurred.  Id. at 24. 204 

Q. How are the financial penalties applied for the CIM, UFE and uncollectible expense 205 

metrics? 206 

A. For each of these metrics (CIM, UFE and uncollectible expense), ComEd’s performance 207 

is calculated in terms of the percentage of the annual goal achieved.  These three 208 

percentage figures are aggregated and averaged to arrive at a single value.  If this value 209 

does not equal at least 95% in a given year, then ComEd’s COE will be reduced by 5 210 
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basis points for the 12-month period in which the deficiency occurred.  No more than 5 211 

basis points are at issue in a given year for these three combined metrics.  Id. at 24. 212 

Q. Can you provide an example of this calculation? 213 

A. Yes.  As shown in the Plan, if ComEd were to achieve 95% of its annual goal for CIM, 214 

97% of its annual goal for UFE, and 96% of its annual goal for uncollectible expense, 215 

then the aggregate average percent achievement of these three goals would be ((0.95 + 216 

0.97 + 0.96)/3), or 96%.  In this example, the aggregate average percentage value of 96% 217 

exceeds the 95% requirement, so no adjustment would be made to the COE.  Id. at 25. 218 

Q. Previously you mentioned that the estimated electric bills, CIM, UFE, and 219 

uncollectible expense metrics will be implemented on a separate track because they 220 

are dependent on the technology and functionality that will be deployed under 221 

ComEd’s AMI Plan.  Do the penalties related to these metrics address a contingency 222 

where ComEd is unable to fully utilize the technology and functionality of Smart 223 

Grid-related technology? 224 

A. Yes.  Section 16-108.5(f) provides that the estimated electric bills, CIM, UFE, and 225 

uncollectible expense metrics are based upon the assumption that ComEd is able to fully 226 

implement all Smart Grid technology, including utilizing the full functionality of the 227 

technology and that there is no requirement for personal on-site disconnection 228 

notification.  As a result, the Plan provides that if the Commission finds that ComEd is 229 

not able to achieve any of these metrics because it could not fully utilize this functionality 230 

and technology, then ComEd is excused from compliance, but only to the limited extent 231 
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that achieving the metrics and performance goals was hindered by less than full 232 

implementation.  Id. at 27. 233 

Q. Does Section 16-108.5(f-5) assess a financial penalty for failing to meet any of the 234 

annual goals under the MWBE metric? 235 

A. No, it does not. 236 

Q. In summary, what is the maximum basis points reduction that ComEd could be 237 

subject to in a given year? 238 

A. Under Section 16-108.5(f), ComEd’s COE can be reduced no more than a total of 30 239 

basis points each year.  In the event that the Trailer Bill becomes law, the number of basis 240 

points at risk in a given year increases over time:  ComEd’s COE can be reduced no more 241 

than a total of 30 basis points for each of years 1 through 3, by no more than a total of 34 242 

basis points for each of years 4 through 6, and by no more than a total of 38 basis points 243 

for each of years 7 through 10.  Id. at 25-26. 244 

Q. How are the penalties applied? 245 

A. The penalties are determined by proposed Rider DSPM – Delivery Service Performance 246 

Metrics (“Rider DSPM”), which is attached to the Plan as ComEd Ex. 1.1 and submitted 247 

in compliance with the current provisions of Section 16-108.5.  In the event the Trailer 248 

Bill becomes law during the pendency of this proceeding, ComEd Ex. 1.1 TB (also 249 

attached to the Plan) is an alternate version of Rider DSPM that reflects the requirements 250 

of Section 16-108.5 as amended by the Trailer Bill.   251 

252 
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Q. What is the purpose of the proposed Rider DSPM?  253 

A. Rider DSPM determines the penalty, if any, that must be included in Rate DSPP’s 254 

computation of the COE used in the reconciliation of the revenue requirement reflected in 255 

rates for each calendar year with what the revenue requirement would have been had the 256 

actual cost information for the applicable calendar year been available at the filing date.  257 

Q. How does Rider DSPM determine the amount of the penalty to be applied? 258 

A. Consistent with the penalty computations that I described previously, Rider DSPM 259 

includes only those penalties that have been approved by the Commission in an order 260 

issued under Section 16-108.5(f-5) of the Act, or otherwise deemed approved as provided 261 

in Rider DSPM.  As I noted previously, ComEd must file its annual report with the 262 

Commission no later than June 1 of each year.  These annual reports will describe 263 

ComEd’s performance under the metrics for the prior annual period and identify any 264 

penalties that are due for that period.  If the Commission finds that ComEd has failed to 265 

achieve one or more annual performance goals to which a penalty applies, the 266 

Commission must initiate a proceeding and enter an order approving the applicable 267 

financial penalty described in Section 16-108.5(f-5).  It is this Commission-approved 268 

penalty that is set by Rider DSPM. 269 

Q. How is the Rider DSPM penalty incorporated into Rate DSPP? 270 

A. According to the terms of Rate DSPP, every year on or before May 1 (beginning in 2012) 271 

ComEd will file (i) an updated revenue requirement and delivery service charges to 272 

become effective beginning with the next January monthly billing period, and (ii) a 273 

reconciliation to true up the previously computed revenue requirement, which included 274 
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estimates of costs, with a revenue requirement for the same period calculated with the 275 

then-available actual data.  Any differential will result in a corresponding credit or charge 276 

to be included in the delivery service charges applicable beginning in January of the 277 

following year.  Commonwealth Edison Co., ICC Docket No. 11-0721, ComEd Ex. 9.1 at 278 

Ill. C. C. No. 10, Original Sheet Nos. 580, 586.   279 

Because Rider DSPM sets penalties relating to deficient performance that 280 

occurred during the same prior period that is at issue in Rate DSPP’s reconciliation 281 

process, Rider DSPM’s penalty reduces the COE applicable to that reconciliation 282 

process.  Id. at Original Sheet No. 457, Col. D, Line 11.  For example, ComEd’s May 1, 283 

2014 filing of its updated revenue requirement would also include a reconciliation to true 284 

up 2013.  In the event ComEd failed to achieve one or more performance metrics during 285 

2013, the Commission must enter an order approving the penalty that applies to the 286 

deficient performance during 2013.  Specifically, Rider DSPM provides that if the 287 

Commission has not entered its penalty order on or before the Commission enters its 288 

reconciliation order (on or about December 27), then the proposed penalties shall be 289 

deemed the Commission-approved penalties at such time so that any penalty can be 290 

applied through the Rate DSPP rates approved in the reconciliation order, which, for 291 

purposes of this example, would take effect beginning in the January 2015 monthly 292 

billing period. 293 

Q. What is the purpose of ComEd Ex. 1.1 TB? 294 

A. This version of Rider DSPM revises the penalties to conform to the Trailer Bill’s 295 

provisions I previously described, but is otherwise identical to ComEd Ex. 1.1. 296 
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Q. What happens to the Plan and Rider DSPM if Section 16-108.5 becomes inoperative 297 

or Rate DSPP is terminated? 298 

A. In the event that Section 16-108.5 becomes inoperative or Rate DSPP is terminated, then 299 

the Plan, including but not limited to all performance goals and penalties, and Rider 300 

DSPM also become inoperative and terminate immediately, except to the extent 301 

necessary to comply with the provisions of Section 16-108.5(f-5) of the Act, which 302 

provide that “the tariff mechanism established pursuant to subsection (f) of this Section 303 

and this subsection (f-5) shall remain in effect until any penalties due and owing at the 304 

time of such termination are applied.”  220 ILCS 5/16-108.5(f-5). 305 

IV. Conclusion 306 

Q. Does this conclude your direct testimony? 307 

A. Yes. 308 


