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I. Witness Identification 1 

Q. Please state your name, job title and business address. 2 

A. My name is David Brightwell.  I am an Economic Analyst in the Policy Division of 3 

the Illinois Commerce Commission (“Commission”).  My business address is 527 4 

East Capitol Avenue, Springfield, Illinois 62701. 5 

Q. Please describe your Education. 6 

A. I received a Ph.D. in economics from Texas A&M University in 2008.  My major 7 

fields of study were industrial organization and labor economics, and my minor field 8 

was econometrics.  I received a bachelor’s degree in political science in 1992 and a 9 

master’s degree in applied economics in 2002 from Illinois State University.  10 

Q. Please describe your professional experience. 11 

 I have been employed as an Economic Analyst with the Commission since June 12 

2008.  My work with the Commission has primarily focused on energy efficiency 13 

and Smart Grid related topics.  Prior to joining the Commission Staff (“Staff”), I 14 

attended Texas A&M University (2002-2008).  While attending Texas A&M, I was a 15 

teaching assistant for my dissertation advisor Professor John Moroney for the 16 

2002-2003, 2003-2004, and 2006-2007 academic years and his research assistant 17 

in the summer 2003 semester.  As a research assistant, I performed econometric 18 

analysis for the book Energy and Sustainable Development in Mexico written by 19 

John Moroney and Flory Dieck-Assad.  I was the instructor for various economics 20 

classes from the 2004 summer semester through the 2007-2008 school years.  21 
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From 2000-2002, I served as a graduate assistant for David Loomis at Illinois State 22 

University.   23 

Q. Have you previously testified before the Commission? 24 

A. Yes, I have.  25 

Q. Have you testified previously in this Docket? 26 

A. Yes. My Direct Testimony is ICC Staff Exhibit 2.0. 27 

II. Introduction 28 

Q. Please describe your understanding of the rehearing in this proceeding. 29 

A. The Commission rejected Ameren’s initial AMI deployment Plan because Ameren 30 

failed to show that the Plan was cost beneficial as that term is defined in Section 31 

16-108.6(a) of the Public Utilities Act (“PUA”).  Ameren filed and the Commission 32 

approved a petition for rehearing on the issue of cost-effectiveness of an AMI 33 

deployment.  Ameren’s Plan, filed on Rehearing, lays out more detail about the 34 

deployment of AMI meters, and shortens the duration needed to deploy AMI meters 35 

to 62% of its customers from 10 years to 8 years.  The cost-effectiveness analysis 36 

includes certain societal benefits that were not previously included and corrects an 37 

error in the calculation of terminal benefits (Ameren Ex. 3.0RH, p. 3).   38 

Q. Please describe your review of Ameren’s Deployment Plan. 39 

A.  Ameren’s Plan, filed on Rehearing (“Plan”), included societal benefits that were not 40 

included in the original analysis.  These benefits were estimated by Company 41 

witness Dr. Ahmad Faruqui (Ameren Ex. 5.0RH – Ex. 5.7RH) and included in the 42 
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cost-effectiveness workpapers1 sponsored by Company witness Mike Abba.  The 43 

major categories of societal benefits that Dr. Faruqui considered are demand 44 

response, energy efficiency, avoided carbon costs, and plug-in electric vehicle 45 

(“PEV”) enhancements.  I reviewed demand response, avoided carbon emissions, 46 

and energy efficiency (Ameren Ex. 5.0 RH, p. 6).  Staff witness Dr. Eric Schlaf 47 

reviewed PEV benefits (ICC Staff Ex. 4.0).    48 

Q. What is your conclusion? 49 

A.  My opinion is that the analysis prepared by Dr. Faruqui is speculative and 50 

questionable.  However, I believe there are likely to be some societal benefits from 51 

the categories Dr. Faruqui describes and attempts to quantify.  My overall 52 

assessment is that while Dr. Faruqui’s studies are flawed, my sensitivity analysis of 53 

his study supports a finding that the plan is cost beneficial as that term is defined in 54 

Section 16-108(a) of the PUA. 55 

Q. Please describe how you investigated the robustness of the cost-56 

effectiveness analysis.  57 

A. I modified the cost-benefit analysis with some extreme and unfavorable 58 

assumptions.  Specifically, I eliminated all benefits associated with energy 59 

efficiency, EV enhancement,2 and carbon reductions, while reducing the benefits 60 

associated with demand response by 50%.  Using these assumptions on societal 61 

                                            
1
 The work papers are an Excel File labeled as “Abba DRH-WP_Ameren Illinois - AMI Cost Benefit 

Analysis (CP).xls.”  This is a Confidential and Proprietary document. 

2
 Staff witness Dr. Schlaf concludes that Dr. Faruqui most likely overstated the benefits of electric vehicle 

adoption due to AMI deployment.  Nevertheless, he concludes there are likely to be some benefits from 
EVs related to the deployment of AMI (see Staff Ex. 4.0).  The elimination of all PEV benefits in my 
sensitivity analysis is an example of my assumption being extreme and unfavorable. 
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benefits and Ameren’s cost of capital (8.25%) as the discount rate, the benefits are 62 

slightly less than the costs (Benefit-to-Cost ratio = 0.97).  If these same 63 

assumptions are made with the 3.6% discount rate Ameren assumed for its Plan, 64 

the Plan is cost-beneficial (Benefit-to-Cost ratio = 1.25).  My overall opinion is that 65 

while Dr. Faruqui’s analysis most likely overstates the benefits of AMI deployment, 66 

there are nevertheless sufficient benefits to show AMI deployment is cost-67 

beneficial.    68 

Q. Why do you believe the benefits are speculative and questionable? 69 

A. The primary reason is that Dr. Faruqui is attempting to determine the incremental 70 

benefits from a future that includes deployment of AMI meters versus an alternative 71 

future that includes maintaining the current metering technology.  This type of 72 

analysis cannot help but be speculative.  He is attempting to predict two alternative 73 

versions of the future and comparing the benefits and costs of each version.   74 

Q. How does Dr. Faruqui perform this analysis? 75 

A. According to Dr. Faruqui’s testimony, there is sufficient data from previous pilots to 76 

quantify societal benefits.  He attempts to quantify the societal benefits of demand 77 

response, energy efficiency, avoided carbon emissions and plug-in electric vehicles 78 

(Ameren Ex. 5.0RH, p. 6).  The model used to perform the analysis is called iGrid.  79 

He further testifies that this model has been used by Brattle in the past to assess 80 

the societal benefits of electric AMI deployment (Id. p. 7).  81 

Q. What is your understanding of the past use of the iGrid model? 82 

A. In response to Staff Data Request DAB 3.01, Dr. Faruqui states that the model has 83 

been used for two utilities, one energy efficiency firm, and the Institute for Energy 84 
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Efficiency.  The only publicly filed use was for the Institute for Energy Efficiency 85 

(Staff Ex. 5.0, Attachment A, Ameren response to Staff DR DAB 3.01, subpart 1). 86 

Q.  Has Dr. Faruqui addressed the accuracy of the projected benefits? 87 

A. According to Dr. Faruqui, it is premature at this time to empirically validate iGrid’s 88 

projected benefits.  Brattle has not done any research to determine if the projected 89 

benefits actually materialize once deployment occurs (Staff Ex. 5.0, Attachment A, 90 

Ameren Response to Staff DR DAB 3.01, subpart 3).  91 

Q. Please comment on Dr. Faruqui’s societal benefits analysis. 92 

A. It appears that Dr. Faruqui was rather selective in how he calculated benefits for 93 

this analysis.  One example is that he states that his analysis assumes a 0.5 kW 94 

reduction in demand per customer.  This result comes from Navigant’s study of 95 

Ameren’s Power Smart Pricing Pilot (Staff Ex. 5.0, Attachment A, Ameren 96 

Response to Staff DR DAB 3.02, subpart 1).  However, the same Navigant study 97 

also looked at the effect of dynamic rates on customers’ overall energy use.  98 

Navigant found that energy use increased as a result of participation in the PSP 99 

Pilot (Power Smart Pricing 2010 Annual Report, April 26, 2011, p. 56).  Instead of 100 

using an Ameren-specific result that would be unfavorable to the cost-benefit 101 

analysis, Dr. Faruqui chose to use more favorable savings that were assumed in a 102 

previous analysis for the Institute for Energy Efficiency (Staff Ex. 5.0, Attachment A, 103 

Ameren Response to Staff DR DAB 3.02, subpart 1).   104 

Q. What would the impact of using Navigant’s results be on the cost 105 

effectiveness of the AMI deployment? 106 
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A. I cannot provide a dollar value associated with the effect of an increase in energy 107 

consumption.  However, it would certainly provide a less favorable result for 108 

Ameren.  If energy consumption increases as a result of dynamic rates, then this 109 

would result in a negative benefit for every customer assumed to participate in a 110 

dynamic rate as a result of AMI deployment.  It would reduce the benefits 111 

associated with AMI.    112 

Q. Are there any other questionable assumptions?     113 

A. Yes.  Dr. Faruqui assumes incremental savings due to enabling technologies such 114 

 as In-Home-Displays (Ameren Ex. 5.0RH, pp. 8-9).  He chose to use the results of 115 

 opt-in type programs to estimate these results and ignored the results of 116 

 Commonwealth Edison’s Customer Application Pilot, which was designed on an 117 

 opt-out basis.  The ComEd Customer Application Pilot found no evidence that 118 

 customers with enabling technologies reduced usage by more than customers who 119 

 did not have enabling technologies3 (The Effect on Electricity Consumption of the 120 

 Commonwealth Edison Customer Applications Program: Phase 2 Final Analysis, 121 

 October 2011, p. 5-6). 122 

Q. You mentioned “opt-in” and “opt-out” as program types.  Can you explain 123 

these terms and their significance? 124 

A. Yes.  An opt-in program is one in which participants voluntarily sign up.  An opt-out 125 

program is one in which participants are selected by a third party and given the 126 

option to remove themselves from participation if they choose to do so.  The 127 

                                            
3
 Section 16-108.6(c) of the PUA directs the Commission to give weight to the results of any Commission-

approved pilot designed to examine the benefits and costs of AMI deployment.  
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significance of these types of programs comes from statistical inferences.  Opt-in 128 

programs have the potential to suffer from selection bias.  Selection bias occurs 129 

when a researcher attempts to generalize to the population at-large based on the 130 

actions of the non-random group of participants observed.4   131 

Q. How does this relate to opt-in programs? 132 

A. If customers are solicited to opt-in to a program, the customers observed in the 133 

program took a proactive measure to be observed.  They took some action to 134 

actually enroll.  This would suggest either greater attention to the delivery 135 

mechanism used for the solicitation, a perceived greater benefit from participation 136 

than that of a utility customer who did not enroll, or perhaps more enthusiasm for 137 

energy or money savings.  In general, something about these customers most likely 138 

makes them different from nonparticipating customers.  As a result it is difficult to 139 

infer beyond the sample of participants to predict the outcomes of nonparticipants.  140 

Q. How does the opt-out program work?      141 

A. The opt-out also presents bias issues but is likely to be more representative than an 142 

 opt-in.  A customer has to be so adverse to participation in the program that he/she 143 

 chooses to opt-out in order to be removed from the sample.  Any customer who is  144 

 ignorant of being a participant or indifferent to participation is included in the sample 145 

 along with the participants who are enthusiastic or at least knowledgeable about 146 

                                            

4 To provide an example, suppose a researcher decided to conduct a survey on political issues and preferred 

presidential candidates.  However, instead of polling randomly, the researcher chose to conduct the survey at 
the site of either the Republican or Democratic National Conventions.  The results would certainly suffer from 
selectivity bias if one tried to generalize them to the public at–large.  Since those surveyed are the ones 
enthusiastic enough about a political party or the political process to travel to the Convention, it is also likely 
that the results are not even representative of registered Democrats or registered Republicans. 
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 participating.  It is more representative of the customers at-large since some will be 147 

 unaware of the rates.  Some will be provided the rates and enabling technologies 148 

 but not be overly enthusiastic about participation, etc.  It allows the researcher to 149 

 ask, if these rates and technologies are available to everyone, can it be determined 150 

 whether or not there is a benefit from them?  In the case of the Commonwealth 151 

 Edison Customer Application Pilot, the result was that any savings from participants 152 

 were not detectable (The Effect on Electricity Consumption of the Commonwealth  153 

 Edison Customer Applications Program: Phase 2 Final Analysis, October  2011, 154 

 p. 5-6). 155 

Q. Are you suggesting there are no savings from AMI-enabled rates and 156 

technologies? 157 

A. No.  I am cautioning the Commission to be wary of opt-in program results.  158 

Selection bias can cause the savings/benefits to be overstated.  The potential for 159 

selection bias most likely causes the results to be overstated.  Additionally, Dr. 160 

Faruqui ignored unfavorable results from other studies in his attempts to quantify 161 

benefits.    162 

Q. Do you believe Ameren has shown sufficient benefits for AMI deployment to 163 

be cost-beneficial? 164 

A. My opinion is that there are probably enough additional societal benefits from AMI 165 

deployment to conclude that Ameren’s Plan is cost-beneficial as defined in 16-166 

108.6(a) of the PUA.  However, I do not have an opinion on what constitutes an 167 

accurate monetary value of those benefits.  I base my opinion on the sensitivity 168 

analysis I conducted using Ameren’s cost-effectiveness work papers. The 169 
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sensitivity analysis consisted of eliminating all benefits associated with energy 170 

efficiency, electric vehicle enhancement, and carbon reductions while reducing the 171 

benefits associated with demand response by 50%.  This is likely to be a more 172 

extreme reduction in benefits than is warranted.  Using these assumptions on 173 

societal benefits and Ameren’s cost of capital (8.25%) as the discount rate, the 174 

benefits are slightly less than the costs (Benefit-to-Cost ratio = 0.97).  If these same 175 

assumptions are made with the 3.6% discount rate Ameren assumed for its Plan, 176 

the Plan is cost-beneficial (Benefit-to-Cost ratio = 1.25).  Since I believe that my 177 

reductions are likely to be extreme and the results are only marginally below the 178 

threshold to be cost-beneficial with an 8.25% discount rate, I believe there are 179 

probably sufficient benefits to conclude the Plan is cost-beneficial. 180 

Q. Does this conclude your direct testimony? 181 

A. Yes. 182 


