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BEFORE THE
I LLI NOI S COMMERCE COMM SSI ON

COMMONWEALTH EDI SON COMPANY ) DOCKET NO.
) 05-0159
)

Proposal to implement a conpetitive )

procurement process by establishing )

Ri der CPP, Rider PPO-WM Ri der )

TS- CPP, and revising Rider PPO-M. )

(Tariffs filed February 25, 2005) )

Springfield, Illinois

August 31, 2005
Met, pursuant to notice, at 9:00 A M
BEFORE:
MR. M CHAEL WALLACE, Adm nistrative Law Judge
APPEARANCES:

MR. E. GLENN RI PPl E

MR. JOHN RATNASWAMY

FOLEY & LARDNER, LLP

321 North Clark Street, Suite 2800
Chicago, Illinois 60610

(Appearing on behalf of Comonweal th Edi son
Conmpany)

MR. RI CHARD BERNET
10 South Dearborn Street, 35th Fl oor
Chicago, Illinois 60603

(Appearing on behalf of Commonweal th Edi son
Company)
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APPEARANCES: (Cont ' d)

MS. RONIT BARRETT

El MER, STAHL, KLEVORN & SOLBERG, LLP
224 South M chigan Avenue, Suite 1100
Chicago, Illinois 60604

(Appearing on behalf of M dwest Generation
EME, LLC)

CARMEN FOSCO

JOHN C. FEELEY

JOHN J. REI CHART

. CARLA SCARSELLA

Office of General Counsel

160 North LaSalle Street, Suite C-800
Chicago, Illinois 60601

P33

(Appearing on behalf of Staff of the
[11inois Commerce Comm ssion)

MS. SUSAN SATTER

Assi stant Attorney General

100 West Randol ph Street, 11th Fl oor
Chicago, Illinois 60601

(Appearing on behalf of the People of the
State of Illinois)
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APPEARANCES: (Conti nued)

MR. CHRI STOPHER W FLYNN
MR. PETER TROMBLEY

JONES DAY
77 West Wacker Street, Suite 3500
Chicago, Illinois 60601-1692

(Appearing on behalf of Ameren conmpani es)

MR. EDWARD C. FI TZHENRY
1901 Chout eau Avenue
St. Louis, M ssouri 63166-6149

(Appearing on behalf of Ameren conmpani es)

MR. ALLAN GOLDENBERG

MS. MARI E D. SPI CUZZA

Assi stant State's Attorneys

69 West Washington, Suite 3130
Chicago, Illinois 60602

(Appearing on behalf of the Cook County
State's Attorney's Office)

MR. LAWRENCE A. GOLLOWP

Assi stant General Counsel

1000 I ndependence Avenue, Sout hwest
Washi ngton, D.C. 20585

(Appearing on behalf of the United States
Department of Energy via teleconference)

MR. JOSEPH L. LAKSHMANAN
Attorney at Law

2828 North Monroe
Decatur, Illinois 62526

(Appearing on behalf of Dynegy, Inc.)
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APPEARANCES: (Conti nued)

MR. PATRI CK Gl ORDANO

MR. PAUL NEI LAN

MS. CHRI STI NA PUSEMP

Gl ORDANO & NEI LAN, LTD.

360 North M chigan Avenue, Suite 1005
Chicago, Illinois 60601

(Appearing on behalf of Building Owners &
Managers Associ ation)

MR. ERI C ROBERTSON

LUEDERS, ROBERTSON & KONZEN
1939 Del mar Avenue

Granite City, Illinois 62040

(Appearing on behalf of the Illinois
| ndustrial Energy Consumers)

MR. CONRAD R. REDDI CK
Attorney at Law

1015 Crest Street
Wheaton, Illinois 60187

(Appearing on behalf of the Illinois
| ndustrial Energy Consumers)

MR. CHRI STOPHER J. TOWSEND

DLA Pl PER RUDNI CK GRAY CARY US, LLP
203 North LaSalle Street, Suite 1500
Chicago, Illinois 60601

(Appearing on behalf of M dAnmerican Energy
Company, Direct Energy Services, LLC,
Constel | ati on NewEnergy, Inc., and U.S.
Energy Savi ngs Corporation)
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MR. RONALD D. JOLLY
Attorney at Law

678

(Conti nued)

30 North LaSalle, Suite 900

Chicago, Illinois 60602

(Appearing on behal f
Chi cago)

MR. LAWRENCE A. ROSEN

of the City of

208 South LaSalle, Suite 1760

Chicago, Illinois 60604

(Appearing on behalf of the Citizens

Utility Board)

SULLI VAN REPORTI NG COMPANY, by

Carla J. Boehl, Reporter Ln. #084-002710

Laurel A. Patkes, Reporter Ln.

#084-001340



10

11

12

13

14

15

16

17

18

19

20

21

22

679

NDEX
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By M. Robertson
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PROCEEDI NGS

JUDGE WALLACE: Pursuant to the direction of
the Illinois Commerce Comm ssion, | now call Docket
Number 05-0159. This is the matter of Commonweal th
Edi son Conpany. It is a petition to inmplement a
conmpetitive procurement process

May | have appearances for the record
pl ease, starting with the company

MR. RATNASWAMY: John Rat naswanmny,
R-A-T-N-A-S-WA-MY, and Gl enn Rippie from Fol ey and
Lardner on behalf of Commonwealth Edi son Conpany,
321 North Clark Street, Chicago, Illinois.

MR. LAKSHMANAN: On behal f of Dynegy, Inc.,
Joseph L. Lakshmanan.

MR. ROSEN: Larry Rosen on behal f of CUB.

MR. TOWNSEND: On behalf of the Coalition of
Energy Suppliers, the law firm of DLA Piper Rudnick
Gray Cary US, LLP, by Christopher J. Townsend.

MR. GOLLOWMP: On behalf of the United States
Depart ment of Energy, Lawrence A. Goll omp,
GOL-L-O-MP.

JUDGE WALLACE: Anyone else?
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MR. ROBERTSON: Eric Robertson and Conrad
Reddi ck on behalf of I11EC

MR. Gl ORDANO: Patrick Gi ordano, Paul Neil an
and Chris Pusenmpa of the law firm of Gi ordano and
Nei | an for BOMA of Chicago.

MS. SCARSELLA: On behal f of the Staff of the
I'1'linois Commerce Conm ssion, Carla Scarsella, John
Rei chart, John Feel ey and Carnmen Fosco.

MR. GOLDBERG: On behal f of the Cook County
State's Attorney's office, Allan Gol denberg and
Mari e Spicuzza, Assistant State's Attorneys. Your
Honor, | would also note for the record after some
point this norning we are going to be returning to
Chi cago. Il will give M. Rippie and his staff a way
of getting ahold of us, if it is necessary. W
don't anticipate somebody on our behalf returning
until sonme point next week, but we do have our
estimates in, and if they need updating we will talk
with M. Rippie.

JUDGE WALLACE: And we will m ss you the rest
of the week.

Anyone el se wish to enter an appearance?
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MR. FI TZHENRY: Edward Fitzhenry for the Ameren

conpani es, as well as Chris Flynn, Pete Tronbley and
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Laurie Earl from Jones Day on behalf of the Anmeren
conpani es.

MR. JOLLY: Ronald D. Jolly on behalf of the
City of Chicago.

MS. BARRETT: On behalf of M dwest Generation
EME, LLC, Ronit Barrett.

JUDGE WALLACE: Anyone else? Anyone fromthe
Attorney General's office? Okay, let the record
reflect there are no other appearances at today's
heari ng.

M. Gollomp, your witness is here?
MR. GOLLOMP: Yes, sir.
JUDGE WALLACE: Which one do you want to take?

MR. GOLLOMP: Swan.

JUDGE WALLACE: Okay, if Dr. Swan and M. Kahal

woul d pl ease stand?

MR. GOLLOMP: They are in the back, Your Honor.

(Wher eupon the
Wt nesses were duly

sworn by Judge
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Wal | ace.)

JUDGE WALLACE: All right. You may proceed.

MR. GOLLOMP: Thank you, Your Honor. I call
Dr. Swan.
JUDGE WALLACE: Again, | will note that we are

hooked up to our Chicago office, we are hooked up to
our I CC intranet, and | think we have the hook-up in
B if anyone wants to go in there. It is cooler. W
have the air conditioner guys working on this and
you can tell it.

MR. GOLLOWP: A little bit.

JUDGE WALLACE: Oh, you can. | was going to
say it was worse. So we will go with that.
MR. GOLLOMP: | may change ny tune |later in the

day.
JUDGE WALLACE: Okay, M. Gollonp.
MR. GOLLOMP: Thank you, Your Honor.
DR. DALE SWAN
called as a Wtness on behalf of the US Depart nment
of Energy, having been first duly sworn, was
exam ned and testified as foll ows:

DI RECT EXAM NATI ON
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BY MR. GOLLOMP:

Q Dr. Swan, will you please state for the
record your full name.

A. My nanme is Dal e Swan.

Q Would you also state your occupation for
the record?

A. | am an econom st and principle of the firm
Exeter and Associ ates.

Q Dr. Swan, do you have before you a document
which is marked as DOE Exhibit 1.0 entitled Direct
Testinony of Dr. Dale E. Swan?

A.  Yes, | do.

Q Was that docunent prepared by you?

A, Yes, it was.

Q Do you have any changes or additions to
make to that document?

A. | have one small change, yes

Q Would you please state that for the record?

A. On page 8, line 184, four words in fromthe
left margin, the word "two" should be changed to
"three," and after the word "ears" should be

inserted 1999 conmma. So the sentence should read,
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"In three of those years, 1999, 2001, 2003, DESC
received no bids in response to its RFPs."

Q Wth that correction, Dr. Swan, do you
adopt DOE Exhibit 1.0 as your direct testinmny in
this proceeding?

A Yes, | do.

MR. GOLLOMP: Your Honor, | tender Dr. Swan for
Cross exam nation.

JUDGE WALLACE: \Who has cross of Dr. Swan?

M. Rat naswany. Could you pull the mc up so --

CROSS EXAM NATI ON

BY MR. RATNASVWAMY:

Q Good morning, Dr. Swan.

A. Good mor ni ng.

Q If I could direct your attention to two
sections slightly apart in your testinony, |lines 42
to 47 and lines 74 to 76, please?

A. | am sorry, the first was 40 --

Q 42 to 47 and 74 to 76.is it correct, Dr.
Swan, that there you refer to two | arge Depart nent

of Energy facilities as well as certain other



10

11

12

13

14

15

16

17

18

19

20

21

22

687
federal executive agency facilities?

A. That is correct.

Q Is it correct that you are significantly
more famliar with the operations of the two | arge
DOE facilities?

A That's a fair statement.

Q If I could direct your attention to |ines
81 to 84, please?

A | am sorry?

Q 81 to 84.

A | am t here.

Q \When you refer to an accelerator there, are
you referring to particle accelerators?

A. That's correct.

Q In brief -- 1 amnot a physicist, what is a
particle accel erator?

A. That makes two of us. All | know is that
t hey conduct high energy physics with that machine.

Q Unless it is a secret, would it be correct
to assume that the other federal agencies'’
facilities to which you refer in your testinony do

not have an operating particle accelerator?
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A Not to my knowl edge

Q If I could direct your attention to l|ines
138 to 141, please?

A. Yes.

Q There is a sentence there which states,
"Thus, it seems that there would be no cost or risk
to the conmpany extending some kind of fixed price

POLR service to customers above three megawatts to

provide themwith the price volatility safety net
that they also seek,” is that correct?
A. Yes.

Q First, could you tell us what is POLR
service?

A. Provi der of Last Resort.

Q Do you recall being asked a data request
which inquired as to whether that section of your
testi nony was supported by any study, analyses or
dat a?

A. Yes.

Q And is it correct that the gist of your
answer was that the entire basis of that statenent

in your testimony was your reading of certain
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testinony filed by ComEd in this case?

A. That is correct.

Q If I could direct your attention, please
to lines 164 through 167, please?

A. | am there.

Q When you refer in line 165 and in 166 to
solicitations, is it correct that you are referring
to written requests for proposal s?

A. Yes.

Q These are publically avail abl e docunents,
is that correct?

A. That's correct.

Q Would you also agree that they are rather
vol um nous?

A Yes, | woul d.

Q Did you testify in Illinois Conmerce
Comm ssi on Docket 02-0479?

A.  That was the declaration?

Q. Yes.

A.  Yes, yes, that's correct.

Q And without seeking to characterize the

nature of your testimony, is it correct that in that
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document you also testified regarding certain
requests for proposals or RFPs issued on behal f of
some or all of these same DOE facilities?

A | did.
Q And in that docket you were asked or
received a data request to produce copies of the

RFPs that you had testified regarding, is that

correct?
A. Yes.
Q And you produced copies?
A. Yes.
Q And is it also true that in the instant

case, the one in which you are testifying today, you
were al so asked in a data request to produce the RFP
to which you were referring?

A | did.

Q And is it correct you didn't do so?

A | was unable to produce the 1999 GSA RFP.
They were unable to locate it and | didn't have a
copy in nmy files. And also the initial RFPs that
were issued in 2001 were unavail able for some

reason. | did provide what GSA provided to ne.
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Q Have you reviewed the zip files that were
produced in electronic formin response to that data
request?

A. It depends on what you mean by a review. I
did exam ne them to make sure that they were the
documents that DESC said that they were. And | was
famliar with many of those RFPs and they seened to
be correct. And | sent those docunents on to you
fol ks.

Q I have no personal know edge of the facts.
| am not attenpting to suggest otherwi se. But it

did appear to nme that for each year there was an RFP

document in there. | s that not correct?
A. Yes.
Q Not correct, | said that in a way that is

confusing. For each year in those files is there a
copy of an RFP?

A. There certainly should have been.

Q Would you agree that -- | am going to ask
you a series of questions, which | hope everyone
will bear with, about details of these RFPs. | have

printed out all of the pages | amgoing to ask you
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about, and | have 20 copies of each of those pages.
| would have needed about 10 photocopi es of each
RFP. But | would like to see how far we can get on
content wi thout necessarily having to pull out the
| anguage, with the understanding that if you need to
see the | anguage, you get to see it.

Woul d you agree that in the 1999 Request
for Proposal, one of the provisions of the Request
for Proposal was that the government would reserve
the right to termnate the contract for its sole
conveni ence at any tinme

A.  That particular termis included in all
government RFPs, all governnment contracts, as far as
| know. Any government contract that | amfam/liar
with, that |anguage appears.

Q I won't do it but I think I could cross
that quite a bit right now. Wuld you agree that in
the 1999 RFP there was not a provision that in the
event of such a term nation the supplier would be
pai d any sort of econom c damages?

A. | can't speak to that. My understandi ng of

t hat particular contract clause in the years that |
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have wor ked for the Department of Energy and al so
the Air Force is that in fact term nation provisions
are included either explicitly or inplicitly under
the FAR, the Federal Acquisition Regulations. So if
t he government term nates for its convenience,
essentially the supplier is made whol e.

MR. RATNASWAMY: All right. Well, one of the
things | am going to try to get at, hopefully
efficiently, is some changes over the years in these
RFPs. So | think I will need to show you at this
poi nt the pages of the 1999 RFP we have been talking
about. | will mark this -- | have ny copies, ConEd
Cross Exhi bit Nunmber 1.

JUDGE WALLACE: The court reporter needs one,
to mark.

(Wher eupon ComEd Cross
Exhi bit 1 was marked
for purposes of
identification as of
this date.)

BY MR. RATNASWAMY:

Q Dr. Swan, when you have had a chance to
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| ook in particular at Subsection L, let me know.

A | have | ooked at that.

Q Bef ore we tal k about any details of Section
L, do you, without | ooking at the documents right
now, have any recollection as to whether in |ater
years this provision was changed in the RFPs to
whi ch you are testifying?

A. | think a number of the provisions in the
DESC standard RFPs changed. They gai ned experience.
They began to understand what the concerns were of
suppliers. So, yes. |In fact, |I believe in the
term nation clause there were nore explicit
| anguage, for example, in the 2005 RFP, regarding
the kind of conmpensation the suppliers would be able
to receive in the event of term nation for
conveni ence, rather than having it implicit in the
federal acquisition regulations. So, yeah, there
were | ots of modifications.

MR. RATNASWAMY: All right. Because you have
alluded to it I will mark as ComEd Cross Exhibit
Number 2 the 2005 provision. | intended to get to

it, but maybe we can do this right now.



10

11

12

13

14

15

16

17

18

19

20

21

22

(Wher eupon ConmEd Cross

2 was marked for

pur poses of

identification as of

this date.)

MR. ROSEN: Your Honor, just for

identification, the wi tness hasn't

Cross Exhi bit Number 1 but

was from the 1999 RFP?

MR. RATNASWAMY: That

JUDGE WALLACE: The Cross Exhi bit

identified this

| am assum ng that this

"s right.

1?

MR. ROSEN: Was from the 1999 RFP.

MR. RATNASWAMY: M.

ol | omp, woul d you be

willing to stipulate subject to check that Cross

Exhi bit Number 1 is fromthe 1999 RFP?

MR. GOLLOMP: [ owill

BY MR. RATNASWAMY:

accept subject to check

Q Do you recognize Cross Exhibit Number 1,

Dr. Swan?

A. Yes.

Q And do you recognize Cross Exhibit Number

as being a termnation for

gover nment

conveni ence

695

2
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provision of the 2005 RFP?

A. It certainly |ooks like it.

Q Wuld you agree at the moment wi thout going
into the nature of the changes that there were
substantial changes fromthe "99 to the 2000 RFP in
this particular section?

A. Yes, as | said earlier there were
significant modifications.

Q Wuld it be fair to say that the 2005 RFP
provi des a remedy under which the supplier can
potentially recover econom ¢ damages in the event of
such a term nation?

A. It is explicit in this RFP, that is
correct.

Q And it was not in the 1999 RFP?

A. That is correct.

Q Would you agree that it was in the 2003 RFP
for the first time that this section was amended to
include a term nation val ue provision?

A | can't recall what year it was. I am
willing to accept that subject to check, but | can't

recall at this point.
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MR. RATNASWAMY: I will check this very
qui ckly.
(Pause.)
Your Honor, | would ask perm ssion --

because | don't want to necessarily nove in all the

exhibits to show Dr. Swan the provisions from 2001,

2002 and 2003 to confirmhis recoll ection. I f Your
Honor feels | do need to move themall in, | will do
t hat

JUDGE WALLACE: Any objection, M. Gollomp?

MR. GOLLOMP: No.

JUDGE WALLACE: Okay, go ahead. Let's go off
the record a m nute.

(Wher eupon there was
t hen had an

of f-the-record

di scussion.)

JUDGE WALLACE: Back on the record. Can we
possi bly maybe stipulate to some of the -- if you
are just trying to get to a specific year.

M. Gollomp?

MR. GOLLOMP: Yes, we will stipulate.
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MR. RATNASWAMY: So my proposed stipul ation,
M. Gollomp may not agree, but in 1999, 2000 and
2001 the term nation provisions were the sanme or
essentially the same, but in 2002 the term nation
val ue agreement was added. It was amended in ' 03,
amended again in '04 and amended again in '05.

MR. GOLLOMP: DOE agrees with the stipulation.
I would |ike to have an opportunity subject to check
to object.

W TNESS SWAN: If I could just say, "amend"
isn't quite correct. You don't amend a new RFP.
The | anguage changed; it evol ved.

MR. RATNASWAMY: That is correct. Thank you,
Dr. Swan. | amsorry, is that acceptabl e?

MR. GOLLOWMP: Yes.

BY MR. RATNASWAMY:

Q Would you also agree, switching to a
di fferent aspect of these RFPs now, that the 1999
RFP cont ai ned a provision under which the gover nment
could unilaterally extend the term of the contract
for six months at the same price?

A. That cl ause was in some of the earlier
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RFPs. | don't recall if it was in 1999, but it
coul d have been.

MR. RATNASWAMY: | will mark this excerpt from
the 1999 RFP as ConmEd Cross Exhi bit Nunmber 3.

(Wher eupon ConEd Cross
Exhibit 3 was marked
for purposes of
identification as of
this date.)

BY MR. RATNASWAMY:

Q Dr. Swan, if | could direct your attention
to Section |209.15, Subsection A?

A Yes.

Q Would you agree that where applicable that
provision allows the government to extend the
contract up to six nonths at the same price?

A | am not sure that's correct, because
Section B, Paragraph B, tal ks about firmfixed price
ext ensi ons. My reading of that is that the
contractor has the ability to decline because it
says if the contractor declines to extend the

existing price, the government may propose a new
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firmfixed price for the extension. Extension of
firmfixed price line items nmust be acconmplished by
agreement of all parties.

Q But woul d you agree that Section A and B
applies to different types of contracts. A applies
to fixed price with an econom c price adjustment and
B applies to fixed price without such an adjustment?

A.  That is correct.

Q Would you agree, Dr. Swan, that provision
was al so included in the 2000, sorry, 2001 and 2003
RFPs?

A | can't say, sir. I mean, just my menory
isn't that good.

MR. RATNASWAMY: M. Goll omp, would you be
willing to stipulate to that without me showi ng Dr.
Swan the document ?

MR. GOLLOMP: Again, | would subject to check.
The witness's menory is a little stale in this
matter. | would like to have the chance to review
t he documents at a | ater date.

BY MR. RATNASWAMY:

Q All right. Dr. Swan, would you agree that
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the 2004 RFP did not include such a provision?

A. That's possible. | just -- | can't recall
the specific details of several hundred pages over
seven years.

MR. RATNASWAMY: Mark this excerpt fromthe
2004 RFP as ConEd Cross Exhi bit Number 4.

(Wher eupon ConEd Cross
Exhi bit 4 was marked
for purposes of
identification as of
this date.)

BY MR. RATNASWAMY:

Q Dr. Swan, would you agree that there is no
such unil ateral extension in the 2004 RFP?

A. That appears to be correct.

Q Wuld you agree that's also true of the
2005 RFP?

A. That's my recollection, yes.

Q \What is your recollection, without | ooking
at the documents, as to whether any or all of the
RFPs contained a preference for suppliers who

prom sed to incorporate a renewable percentage?
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Whi ch RFP?

Do you recall whether that was in any of

then? Let's start there.

A.
may have
found in

MR.
fromthe

5

I recall that it was contenpl ated and there
been a preference. | don't think it was
all of those years, but it may have been.
RATNASWAMY: Let me show you an excer pt

2000 RFP. Mark this as ConmEd Cross Exhibit

(Wher eupon ComEd Cross
Exhi bit 5 was marked
for purposes of
identification as of

this date.)

BY MR. RATNASWAMY:

Q
A

Q

Have you had a chance to | ook at that?
Yes.

Woul d you agree that the 2000 RFP cont ai ned

a preference for renewabl es?

A

cont ext.

Well, let me at | east understand the

The evaluation criteria do not include

provi si on of renewables. It includes such things as
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technical capabilities, industry experience, price,
past performance. And if there is a tie between two
suppliers and one is offering sone renewabl e energy
and the other is not, their preference would be
given to that supplier offering renewables for the
greater percentage.

Q Would you agree that that provision is not

contained in the 2004 and 2005 RFPs?

A | don't recall that it was, that is
correct.

Q All right. If I could direct your
attention now back to your direct testinmony, |ines

188 to 191, you indicate there that a number of
conform ng proposals were received in response to
the 2005 RFP, is that correct?

A. That's correct.

Q And was one or nore of them accepted?

A. A contract was entered into with Argonne, a
separate supplier. A contract was entered into with
a second supplier. Ordinarily, you have --

Q Direct your attention to lines 194 to 196,

pl ease. Is it correct that in all the years that we
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have tal ked -- that you talk about in your testinmony
for RFPs, 1999 through 2005, it was a requirement in
order for a -- I amsorry, | wll start over.

In order to be a successful bidder under
the RFPs, did a supplier need to beat the power
purchase price option offered by Commonweal th Edi son
as well as the Rate 6L price

A. That is correct, otherwise it would have

been an irrational choice

JUDGE WALLACE: Irrational ?
A. I rrational.
Q In the states that you refer to in lines

194 to 196, would you agree that none of those
states have a POLR service equivalent to beat the
same ConEd power purchase option?

A | don't know about the particular years.
Maryl and had one for at |east a year. | don't know
if that came into play that particul ar year.

Q Okay, thank you. Wuld it be correct to
understand lines 214 to 216 of your testimony to
mean, anong other things, that one of the reasons

that the bidders were successful in 2005 was that
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DOE was no | onger eligible for the PPO?

A. | am sorry, you are referring to --

Q 214 to 216.

A Yes, | amthere.

Q So was it a significant factor in 2005 in

terms of bidders being able to successfully bid
under the RFP that DOE was no | onger eligible under
t he PPO?

A. That's what the testimny says. I think
that there is two ways to | ook at this. One is that
it explains certainly why the choice was nmade as it
was made. There was no alternative choice other
t han hourly energy pricing for the | aboratories. I n
the prior years it doesn't necessarily explain why
in certain years no bids were received at all.

Q If you go back, please, sir, to your lines
181 to 1847

A. | am sorry, 180 --

Q 181 to 184.

A. Yes.

Q Is it correct that some or all of the bids

that you refer to there did beat the Rate 6L price
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but failed to beat the PPO price?

A. That is correct.

Q Was it all five?

A. | am sorry?

Q Was it all five bids?

A In no instance was a bid better than both
6L and PPO.

Q As you sit here now do you recall how many
of them did beat 6L?

A | don't recall the answer to that.

MR. RATNASWAMY: Excuse nme for a monment.

(Pause.)

Q How wel | do you recall your testimony in
Docket 02-60479?

A.  Well, the general outlines | do.

Q Wuld it be fair to say that at that time
you expressed concern that there m ght be
significant reductions in a nunber of retail
el ectric suppliers operating in Comonwealth
Edi son's service territory?

A. | remenber saying that, yes.

Q Would you agree that that has not happened?
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There may not

have been reductions.

don't think there have been dramatic increases

t he nunmber,

Q

Okay.

however.

707

in

And do you recall, is it correct --

or, sorry, I will start over.

concerns at

customers returning to Rate 6L

A.

Q Woul d you agree that

s it

Yes.

fair to say that

you expressed

that time about | arge nunbers of

at | east through the

current period that has not happened?
A | would agree with that.
MR. RATNASWAMY: | have no further

Your Honor.

JUDGE WALLACE

MR. RATNASWAMY: Oh, | amsorry, Your

do move the exhibit

beli eve

JUDGE WALLACE

MR. GOLLOMP:

it is,

1 through 5.

we are nmoving exhibits, may |

Exhi bi t

1.07?

Any obj ection?

move exhi bit

Hon

of ConmEd Cross Exhibits, |

No obj ection. Your Honor,

DOE

guesti ons,

Thank you. M. Robertson

or.

whi | e
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DOE Exhibit 1.07?
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Any objection to

Heari ng none, that's adm tted.

(Wher eupon DOE Exhi bit

1.0 was adm tted into

evi dence.)
JUDGE WALLACE
Exhi bits 1 through 5?

adm tted.

Any objection to ComEd Cross

Heari ng none, those are

(Wher eupon ConEd Cross

Exhibits 1,

2, 3, 4 and

5 were admtted into

evi dence.)

JUDGE WALLACE: M.

Robertson, if you would

pull the m crophone over there so you can -- thank

you.

CROSS EXAM NATI ON

BY MR. ROBERTSON

Q Good among, ny name is Eric Robertson.

represent the Illinois Industrial Energy Consumers,

and | would like to direct
your testinmony.

A. Yes, | amthere.

you to line 142 to 149 of
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Q And |l ooking specifically at line 146 you
i ndicate that in the absence of a one-year fixed
price service, the federal agencies would find some
degree of confort in a quarterly type of offering as
a comprom se between hourly spot pricing and a
one-year fixed price product. What do you nean by
the term "comprom se" there?

A. Well, it was certainly our reading in
conversations that we had with certain nenbers of
Commonweal t h Edi son staff that they were not
ent husi astic about offering a one-year fixed price
POLR for | arge custonmers three megawatts and above.
In that instance we explored with the two DOE
| aboratories and also with GSA representatives
whet her or not if a one-year fixed price product
woul d not be offered, would they gain any kind of
confort, any kind of security, out of a shorter term
of fixed price POLR such as quarterly.

And it is in that sense that we refer to it
as a conmprom se. It is a comprom se bet ween
essentially the hourly industry pricing which is

what the conpany is proposing for these customers
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Q Would it be correct in assum ng that your
clients would prefer the one-year fixed price
product, all else equal ?

A. Absol utely.

Q In your discussions with ComEd or in the
context of your testimony, have they shown any
interest in offering anything other than an hourly
pricing product?

A. Not yet.
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Q Absent such an interest, would your client

prefer the Comm ssion to, to the extent it is
permtted to do so, direct ComkEd to provide the
one-year fixed price product or the quarterly

product?

A. Certainly, if the Comm ssion felt it could

so direct Commonweal th Edi son, we would certainly
prefer that they direct themto offer a one-year

fixed price product.

Q Now, referring to, I amsorry, lines 157 to

164 of your testimony, at line 165 you use the term

"competitive.” Is that termin quotation marks on
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your copy?

A. No. It's the termthat the government uses
as opposed to offering a sole source RFP.

MR. ROBERTSON: That's all | have.

JUDGE WALLACE: Any ot her cross of Dr. Swan?

MR. ROBERTSON: Your Honor, | marked off one
question |I shouldn't have. It's just a one or two
guestion point.

JUDGE WALLACE: Okay.

MR. ROBERTSON: Thank you.

Q At lines 181 to 184 of your testimny you
I ndi cated that in six years your client had received
cunul atively just five bids fromcertified retail
electric suppliers in Illinois, is that correct?

A. That's correct.

Q Now, do you renmenber whether or not those
were five different suppliers, the five same POLR
suppliers, or were two of themthe same or do you
have any recollection?

A. There were different suppliers in different
years, as | recall

MR. ROBERTSON: Okay, thank you.
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MR. GOLLOMP:

JUDGE WALLACE

step down.

Next
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Any redirect?
No, Your Honor.

Thank you, Dr. Swan. You may

(W tness excused.)

MR. GOLLOMP:

wi t ness?

Yes, | call M. Kahal.

MATTHEW | . KAHAL

called as a Wtness on behalf of the US Depart nment

of Energy,

havi ng been first duly sworn, was

exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY MR. GOLLOMP:

Q M.

Kahal ,

woul d you pl ease give your ful

name for the record.

A My name is Matthew | an Kahal

Q And your

A. I

this case by Exeter

Q M.

occupati on?

am an i ndependent consultant retained in

Kahal ,

and Associ at es.

do you have before you a

document which has been marked for identification as

DOE Exhi bit

2.07
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A | do.

Q Entitled Direct Testimny of Matthew I.
Kahal ?

A Yes.

Q Are there any changes or corrections you
want to make to Exhibit 2.07

A. No.

Q Was Exhi bit 2.0 prepared by you?

A. It was.

Q And you adopt it as your direct testinmony

in this proceedi ng?

A. Yes.
MR. GOLLOWP: I move the adm ssion of DOE
Exhi bit 2.0.

JUDGE WALLACE: Any objection?

MR. LAKSHMANAN: No objection. | just want to
make sure | understand somet hing. Was that document
a revised document or was that the original
document ?

MR. GOLLOMP: Well, what happened, quick
expl anation, when | filed my testimony in total,

unfortunately, due to some problems we had with our
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computer, the lines and pagination were omtted.
And | subsequently refiled electronically through
the e-Docket system at the Comm ssion a version
whi ch included all the |ines and pages. So there is
no amendi ng of the testimony, just a correction in
format. | treat it as an amended, but it is not
really amended testinmony.

MR. LAKSHMANAN: | want to make sure which one
was - -

JUDGE WALLACE: Do you renmenmber the date that
you refiled that?

MR. GOLLOMP: Can | provide Your Honor at the
end? | have it sonmewhere in ny files.

JUDGE WALLACE: We can look it up. Just so we
are clear, we will admt the, | guess it would be --

MR. GOLLOMP: It was the |ater version, Your
Honor .

JUDGE WALLACE: The |l ater version. Let's call
it the corrected version then. That's admtted.

(Wher eupon DOE Exhi bit
2.0 Corrected was

adm tted into
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evi dence.)
Does anyone have cross of M. Kahal ?
MR. RATNASWAMY: Yes.

JUDGE WALLACE: M. Rat naswamy.

CROSS EXAM NATI ON

BY MR. RATNASWAMY:

Q Good morning, M. Kahal.

A. Good mor ni ng.

Q In line 42, | believe it is, of your
testinony you refer to Docket 02-0159. Do you see
t hat?

A Yes.

Q Is that a typo? Did you mean 02-0479? |
wondered if you m xed together the Docket Number of
this case and the previous case.

A.  That's obviously not the correct docket.

The docket that | was referring to here was the --
it was the docket | believe it may have been in
early 2003 dealing with the HEP rate. | believe it

was a follow-on from that conpetitive declaration

docket . So, but | can't recall docket numbers but |
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will take that subject to check.

Q Okay. Could you | ook at your Attachment A,
line or item number 2477

A. Yes.

Q I's that the docket nunmber you meant ?

A. That is correct. Thank you for that
correction.

Q You refer to that docket as involving
changes to Rate HEP. Is it correct that your
i nvol vement with that docket began after the
i ssuance of the Conm ssion's Interim Order in that
docket ?

A. Yes, that is correct. My recoll ection was
that that was in the fall of 2002.

Q And actually in the succeedi ng question in
your testimony is the reference to provider of | ast
resort or POLR service. But what does that term
mean to you?

A. Provi der of l|last resort service nmeans the
electric supply service that a customer woul d obtain
usually fromthe customer's utility if that customer

does not take conpetitive service, either because
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the customer is unable to obtain conpetitive service
or the customer does not elect conpetitive service.

Q And is that --

A It's sometimes called default service

Q Is it correct that you think of the instant
docket as also being one in which the subject matter
is POLR service?

A. Yes.

Q On lines 98 to 100 you refer to Dr. Swan's
testimony. Do you see that?

A. Yes.

Q Wuld it be correct to understand your
testi nony when it refers to Dr. Swan's testimony to
simply be summarizing it or characterizing it, not
providing i ndependent support for the things Dr.
Swan says in his testinony?

A. | can't recall absolutely every statement
Dr. Swan made in his testimny sitting here. Dr .
Swan's role was to describe the circunmstances with,
particularly with the DOE | arge | abs and their
procurenment experience. |In that sense | am not

supporting -- that is, | amnot independently
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To the extent that he makes policy

statements about the type of POLR service he believe

t he Depart ment

of Energy should be entitled to, |

woul d say | am i ndependently supporting his

testi mony

Q Thank you for that clarification. If o1

could direct your

actually 202 t
t hat?

A. Yes.

attention to lines 204 to 205,

hrough 205, excuse ne. Do you have

Q Is the I'ist that appears on lines 204 to

205 i ntended t

o be a conplete list of reasons that

| ar ge business customers may not succeed in
obtaining a retail supply contract?
These are reasons that | have just

A. No.

heard as being typically cited, just in the many

di scussi ons |

custonmers.

Q In this section of your

have had with | arge business

tal k about | arge busi ness custoners, are

i ntendi ng t hat

we shoul d understand t hat

testi nony where you

you

to include
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or exclude the federal agencies referred to in Dr.
Swan's testimony?

A. In a general way it includes them | think
that one of the things that | have listed here
included in this discussion, is credit quality,
bel i eve. I wouldn't think credit quality is a
problem for the federal government. I would like to
think it is not.

Q Il think we all do. Wuld you agree that
anot her reason a business custonmer m ght not succeed
in obtaining a retail supply contract is that the
customer issues an RFP that does not propose
commercially reasonable terns?

A. Sure, yes. | really haven't heard of that
as being a typical problem but, sure, that is
possi bl e.

Q | want to ask you a question generally
about what you are proposing. It relates nmostly to
pages 7 and 14 through 19, but I amnot -- | don't
have particular lines in mnd at the moment.

A. Okay.

Q Wuld it be accurate to say that the focus
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of your testinmony is on the type of service that you
desire ComeEd to offer but not on the particular
means by which ComEd procures the requirements it
needs in order to provide that service?

A. I would say that the specifics of the
procurenment details are probably secondary. In
general principles what | am advocating is that it
sinply be an efficient conpetitive process. I think
t hat what nmy testinmony tries to say is that there
could be nore than one way of doing it, and that the
deal be as flexible concerning the details of
exactly how that is done.

Q And woul d you agree that you have not
proposed a particular means of procurement?

A | have identified two alternatives and
tried to, at least in a very summary way, discuss
the different attributes or pros and cons, the two
being the type of auction that the conpany supports
and the alternative being the use of a nore
conventional RFP which is what most states are
doing, that is most retail access states are doing.

Beyond that, the only other point that I
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woul d make is that | believe that the procurement
process probably should be separate for the three
megawatt and above rather than m xed in with the
ot her custonmers because of the problem of mgration
ri sk

Q Woul d you agree that it is generally the
case in the procurement process for electricity or
electric power and energy that | oad uncertainty
transl ates into higher prices, all else being equal?

A. Very much so. And by | oad uncertainty | am
really not referring to things |ike weather which
suppliers understand that weather is going to
fluctuate. But rather whether the custoner is there
at all.

Q Would you agree that mpst ConEd customers
three megawatts and above in demand have a strong
propensity to shop for generation supply that
provi des savings relative to POLR service?

A. Yes, that has been my experience just from
interacting with |arge customers around the country.
| don't think there is anything unique in that

regard concerning lllinois.
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activity for the whol esal e supplier?

A. Yes.

Q And that | oad uncertainty [imts the
ability of the supplier to hedge conmodity costs?

A. Yes. | think that's really what's been
di scussed both by the company and by, | believe,
al most every party that's addressed this in the
context of large customers, and not just three

megawatts but | think even one megawatt and above,

7122

if the customer takes POLR, then there nmust be some

sort of comm tment on the part of the customer to
stay on it for some mninum period of time to
address that very problem But even there it is
going to be addressed only to a limted extent
because of the wi ndow that exists which in effect
functions as a pre-call option for the custoner.

Q If I could direct your attention please,
M. Kahal, to lines 418 and 419 of your testimny?

A Begi nni ng at 4187

Q. Yes.

A. Sur e.
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Q Do you recall being asked a data request
inquiring as to whether you had any studies,
anal yses or other simlar documents relating to the
operating or proposed effects of the quarterly POLR
service approach?

A. There was somet hing al ong those |ines. I
think that the question was probably somewhat | onger
t han that.

Q Under comment, clause. Would you agree
that the gist of your answer would be that you did
not have in your possession any studies, analyses or
data or sim |l ar documents pertaining to POLR service

for |l arge customers?

A.  That's right. | don't recall nmy precise
answer . I think I m ght have the data response
somewhere. | thought I m ght have given a reference

to the Massachusetts quarterly model and indicated

that | thought that there m ght be some of that

i nformati on on the Massachusetts Conmm ssion website.

But | didn't have it specifically in my possession.
Q Thank you. If I could direct vyour

attention to, | believe it is, lines 489 to 490.
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Are those the lines -- | amsorry, this version
doesn't have the lines on it so | amtrying to match
this up -- where you indicate that the quarterly
POLR is |likely to be nore expensive than the prices
a retail supplier could offer a customer?
A. Yes.
MR. RATNASWAMY: | would like to mark this as
ComEd Cross Exhibit 6.
(Wher eupon ComEd Cross
Exhi bit 6 was mar ked
for purposes of
identification as of
this date.)
BY MR. RATNASWAMY:
Q M. Kahal, do you recognize this data
request and data request response?
A. Yes.
Q Is this your answer to a data request that
was received from Conmonweal t h Edi son Company?
A. Yes, it is.
Q Did you intend that answer to be a conplete

and accurate answer?
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A. Yes.

MR. RATNASWAMY:  Your Honor, | have no further
gquestions. | would nmove the adm ssion of
Commonweal t h Edi son Conpany Cross Exhibit 6.

JUDGE WALLACE: Any objection?

MR. GOLLOMP: No obj ection, Your Honor.

JUDGE WALLACE: ConmEd Cross Exhibit 6 is
adm tted.

(Wher eupon ConEd Cross
Exhi bit was adm tted
into evidence.)

JUDGE WALLACE: Anyone el se have cross of
M. Kahal ?

MR. TOWNSEND: No, | don't, Your Honor.

JUDGE WALLACE: M . Robertson?

MR. ROBERTSON: Just a few questions.

CROSS EXAM NATI ON

BY MR. ROBERTSON

Q Unfortunately, M. Kahal, | don't have a
copy of your testinony with the line numbers on it
so | am going to have to refer to what | believe is

the fifth page, lines 47-55. In the sentence that



10

11

12

13

14

15

16

17

18

19

20

21

22

726
begins on line 46 of your testimony you indicate
that at this location in your testimny you provide
background i nformati on on your participation in the
Maryl and nmulti-phase settlenment process to develop a
post-transition POLR service for Maryland customers,
Is that correct?

A. That is correct.

Q And you participated on behalf of whom in
that effort?

A | participated on behalf of the state
agencies which were the Maryl and Department of
Nat ural Resources and the Energy Adm nistration
whi ch represents the governor.

Q Based on your experience were you fam /i ar
with the POLR service Maryl and offered to its | arger
customers?

A. Yes.

Q And what was the nature of that service?

A. Yes. Well, this process that | am
referring to was somewhat anal ogous to what we are
trying to do here. That is, Maryland, |ike

[llinois, had | egislatively mandated rate caps
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followi ng the onset of deregulation, the onset of
retail access. And like Illinois the rate caps had
expiration dates. So the purpose of this process
was to determ ne where we go fromthere. That is,
what we do, how we provide POLR service after the
rate caps expire

The process which successfully resulted in
a settlement, a series of settlements, that was
adopted by the Conmm ssion provided market-based POLR
service based on a conpetitive procurement process.
For the | arge custoners the process established a
one-year fixed price POLR service. In Maryl and we
call it standard offer service.

And at the conclusion of the settl ement
period for the | arge customers which was one year,
It expired. It turns out that was just about two
nmont hs ago. And with the expiration, the |arge
customers to the extent that they required default
or POLR service, had avail able an hourly price
service.

But the settlement agreement that was

approved by the Comm ssion started out with a fixed
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price, one-year fixed price, POLR service

Q Now, also let me refer you to lines 175 and
183 of your testimony. Now, at line 183 you
I ndi cate that ComEd has not adequately expl ained the
policy process for maki ng POLR service avail able
only on an hourly price basis, is that correct?

A. That is correct.

Q Now, since you prepared your direct
testi nony have you had the opportunity to review
ConmEd's rebuttal and surrebuttal ?

A | have.

Q Have they provided in your opinion an
adequat e expl anation of the policy reason for not
offering a fixed price product?

MR. RATNASWAMY: | object, Your Honor. The
Department of Energy had the opportunity to submt
rebuttal and chose not to do so. It is not
appropriate for M. Robertson now at the hearing to
give M. Kahal the opportunity for untinmely
rebuttal .

JUDGE WALLACE: M . Robertson?

MR. ROBERTSON: Well, | believe you are
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entitled to inquire of a witness whether or not

t here have been any circunstances that woul d change
hi s opi nion based on his direct testinmony. | think
that's the purpose of cross exam nati on. | woul d
li ke to know whet her or not he has seen anything or
has change his mnd. Let me ask it this way.

Q Have you changed your opinion since you
wrote your direct testinony about whether or not
ComeEd has provided an adequate policy explanation of
why it wi shes only to offer the hourly product to
three megawatt and over customers?

MR. RATNASWAMY: Your Honor, | renew ny
obj ection. Although the words have changed, the
problemis the same.

JUDGE WALLACE: | am going to overrule the
obj ection. Go ahead, M. Kahal.

A.  The answer is no. | have seen nothing that
changes my opinion about that statement or any ot her
statement in my testinony, but particularly that
st at ement .

MR. ROBERTSON: That's all | have.

JUDGE WALLACE: Anyone else have cross of
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M. Kahal? Any redirect?

MR. GOLLOMP: No, Your Honor.

JUDGE WALLACE: Thank you, M. Kahal.

(W tness excused.)

MR. GOLLOWP: Your Honor, when |I noved the
adm ssion of M. Kahal's Exhibit 2.0 you requested
the date the DOE filed the anmended version of
M. Kahal's testinmony. DOE fil ed an amended version
whi ch included the |ines and pagination on July 8
and the tracking number was the Comm ssion's
e- Docket system 60189.

JUDGE WALLACE: Thank you. So we will use the
July 8 version. That's on e-Docket. And, M.
Gol  omp, were you going to file a new e-version,

e- Docket version of Dr. Swan's testimony?

MR. GOLLOMP: | hadn't contenpl ated, Your
Honor . Shoul d 1?
JUDGE WALLACE: Yes. Either -- well, you wil

need to do two things, either file a new one with
the corrections or give the court reporter a paper
copy with those corrections.

MR. GOLLOWMP: I will file a corrected version
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t hrough the e-Docket system Your Honor.
JUDGE WALLACE: Thank you. Then we will use
the corrected version.

Let's take a few m ni mums break and we wil|
begin with the panel testinmony. | am going to see
if I can get a table in here that they can set at.

(Wher eupon the hearing
was in a short recess.)
(Wher eupon the
W tnesses were duly
sworn by Judge
Wal | ace.)
JUDGE WALLACE: Back on the record.
M. Ratnaswany.
LAWRENCE ALONGI & PAUL CRUMRI NE
called as Wtnesses on behalf of Commonweal th Edi son
Conmpany, having been first duly sworn, were exam ned
and testified as foll ows:
DI RECT EXAM NATI ON
BY MR. RATNASWAMY:
Q M. Alongi, could you please state your

name and your business address.
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A (M. Alongi) Lawrence S. Alongi,
A-L-O-N-G- 1. | work at Three Lincoln Center in
Oakbr ook Terrace.

JUDGE WALLACE: Al'l right. You are going to
have to pull the mc closer and speak into it. W
have some people in the Chicago office that are
| istening in and we al so have our intranet. So you
will have to speak into the mc and then switch it
over so that everyone can hear.

W TNESS ALONGI: Do you need me to repeat?

JUDGE WALLACE: Yes, if you would, please.

A (M. Alongi) Lawrence S. Alongi,
A-L-O-N-G- 1. | work at Three Lincoln Center in
Oakbr ook Terrace.

Q By whom are you enmpl oyed, sir?

A. (M. Alongi) Commonweal th Edi son Conpany.

Q I n what capacity?

A. (M. Alongi) Manager of Retail Sales.

Q M. Crunrine, could you state your nanme and
your business address, please.

A. (M. Crunrine) Paul Crumrine,

C-R-U-MR-1-NE, business address is 440 South
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LaSall e Street, Chicago, Illinois.

Q By whom are you enpl oyed?

A, (M. Crunrine) Comonweal th Edison
Company.

Q And in what capacity, sir?

A. (M. Crunrine) Director of Regul atory
Strategies and Services.

Q M. Alongi and M. Crunrine, did you
prepare under your supervision, direction and
control the followi ng exhibits for purposes of
adm ssion in this docket: Comonweal th Edi son
Exhibit 7.0 which is your direct panel testinmony
with Attachments 7.1 through 7.7, e-Docket number
558897

A. (M. Crunrine) Yes.

A (M. Alongi) Yes.

Q Did you al so prepare or have prepared under
your direction, supervision and control Comonweal th
Edi son Exhi bit 13.0, your rebuttal panel testinmony
and its two attachments, Exhibit 13.1 and Exhi bit
13.2 Corrected, with Exhibits 13.0 and 13.1 having

the e-Docket number of 60092, and 13.2 corrected
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havi ng the number of 607907?

A. (M. Crunrine) Yes.

A. (M. Alongi) Yes.

Q And, M. Alongi and M. Crunrine, did you
al so prepare or have prepared under your direction,
supervi sion and control Commonweal t h Edi son Conpany
Exhi bit 21.0, your panel surrebuttal testimony,

e- Docket nunber 614877

A. (M. Crunrine) Yes.

A. (M. Alongi) Yes.

Q And with the understanding of your rebuttal
and surrebuttal comments in certain respects on the
prior testinony, if | were to ask you the questions
whi ch appear in the testimny which we have just
i dentified, would you give the answers that appear
therein and incorporate the attachments referenced
t heret 0?

A (M. Crunrine) Yes.

A. (M. Alongi) Yes.

MR. RATNASWAMY: Your Honor, subject to cross
exam nation | would nove the exhibit of Conmonwealth

Edi son Conpany Exhibit 7.0 through and incl uding
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1, 13.2 Corrected and 21.0.

JUDGE WALLACE: All right. And all these have

been filed on

e- Docket ?

MR. RATNASWAMY: That is correct, sir.

JUDGE WALLACE: All right. Any objection?

Heari ng no objection, Exhibits 7.0 through and

i ncluding Comed Exhibit 7.7, ComEd Exhibit 13.0,

13.1, 13.2 Co

adm tted.

Does

M. Crunrine

rrected and ComeEd Exhibit 21.0 are all

(Wher eupon ConEd

Exhibits 7.0, 7.1, 7.2,

7.3, 7.4, 7.5, 7.6,

7.7, 13.0, 13.1, 13.2

Corrected, 21.0 were

admtted into

evi dence.)

anyone have cross of the panel of

and M. Al ongi

MR. Gl ORDANO: | do, Your Honor.

JUDGE WALLACE: All right, M. G ordano, you

may proceed,

pl ease.

if you would speak into the m crophone,
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CROSS EXAM NATI ON

BY MR. Gl ORDANO:

Q Good morning, M. Crunrine and M. Alongi.

736

Congratul ati ons on finishing your delivery services

rate filing.

As you said in your testinony, we now have

a conplete picture, correct

A. (M. Crunrine) Yes.

Q Let me refer you -- has it been filed yet?

A. (M. Alongi) It is in the process
Q And do you know when it is going to be

filed?

A. (M. Alongi) As soon as the chief clerk's

office conmpl etes the check-in.

Q All right. Let me refer you to page 14,
lines 315 to 317, of your direct testimny. You
testify there that your methodol ogy in conjunction
with the auction process enabl es bundl ed service
tariffs and Rider PPO-MVM to converge by virtue of
usi ng conmmon supply charges during the

post-transition period, thereby elim nating any
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artificial price variances between the supply costs
of the two services, correct?

A. (M. Crunrine) that's correct.

Q Now, and then | would like to refer you
also to page 3, sane testinmony, lines 63 to 64,
where you again say, and you are referring to PPO
and bundl ed service rates, that supply charges under
both are identical and cost-based, correct?

A. (M. Crunrine) That's correct.

Q Now, is it true that there will be no
differences in charges between PPO- MM service and
your proposed CPP-A service for customers with
bet ween 400 kilowatt and three megawatts of peak
nont hl y demand?

A. (M. Crunrine) That's correct.

Q Now, in your direct testimony, referring to
page 19, lines 420 to 422, you agree or you state
that ComEd is required under the Public Utilities
Act to offer a PPO after the current conpetitive
transition period, correct?

A. (M. Crunrine) That's correct.

Q Since ConkEd's proposed PPO- WM charges wil
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be the same charges offered to consumers under your
proposed CPP-A service, what benefits will the
proposed PPO-MVM provide to retail customers that
they will not be able to achieve purchasing under
ComEd' s bundl ed CPP-A tariff?

A. (M. Crunrine) | am not sure that there is
going to be a significant difference. The prices
will be the same. Switching rules are only slightly
different, and other than meeting the requirements
pl aced on the company by the Act, | am not sure if
there is a significant degree of difference between
t he two.

Q Now, isn't it true that the PPO is an
unbundl ed service under the Public Utilities Act?

A. (M. Crunrine) The non-lawyer in me says
yes, | believe that's correct.

Q Now, on page 21, line 457, you testify that
one of the benefits of converging the PPO and
bundl ed service is that RESes, retail electric
suppliers, will have fewer utility offerings against
whi ch they must conpete, isn't that correct?

A. (M. Crunrine) That's correct.
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Q It is your opinion that that's good for
consumers, to have less utility offerings or is it
good for suppliers only?

A. (M. Crunrine) | think because it is good
for retail conpetition, it is good for suppliers and
for custonmers.

Q Let me refer you to page 62, lines 1392 to
1395. And you are tal king here about the rate
transl ati on mechani sm and you state that the market
energy costs subsection contains provisions and
formul ae that use specified data regarding forward
prices for electricity delivered into the northern
IIlinois hub by peak and off-peak period for each
month for which retail supply charges are being
determ ned. So isn't that correct?

A (M. Crunrine) That's correct.

Q So you woul d agree then that these forward
prices for electricity delivered into the northern
I[I'linois hub are valid information for the purpose
of determ ning rates for Commonweal th Edi son,
correct?

A (M. Crunrine) As part of the translation



10

11

12

13

14

15

16

17

18

19

20

21

22

740

mechani sm that is correct.

Q But | am asking you whether it is valid as
a method of determ ning rates for Conmmonweal th
Edi son, a broader question than just the translation
mechani sm

A. (M. Crunrine) | think the only manner
ri ght now that ComEd has proposed to use those
forwards is as part of the translation mechanism I
can't answer the broader question.

Q But you are using those forwards as a basis
for rates, ratemaking, correct?

A (M. Crunrine) They are a conmponent of the
transl ati on mechani sm

Q All right. Let me refer you -- let nme
refer you, | asked a couple questions of M. Clark
about this issue and the issue of the inmpact of the
rate increase, the proposals on non-residential
space heating custoners. Now, in their assunptions
M. Childress and Brookover, BOMA witnesses, used an
assumption of a delivery services rate increase of
17.78 percent in estimating the conbi ned average

i mpact of the proposed changes on rates where a
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random sanpl e of non-residential space heating
customers of total rate increases of 17 percent at
an auction price of 4.5 cents to 46 percent at an
auction price of 6 cents.

Now, is this 17.78 percent assunmption for

delivery service rate increase reasonable in |ight

of the rate increase filing being made today
A (M. Crunrine) It is reasonable.
Dependi ng upon the customer class, it depends. It

Is sometimes a little bit high and sonetimes a
little bit | ow.
Q So what is the average delivery service

rate increase being filed today on a percentage

basi s?
A. (M. Crunrine) | am not sure whether | can
answer that before the filing is actually accepted.

Q But this 17.78 percent, that's a reasonabl e
assumpti on?

A. (M. Crunrine) As | said, depending upon
the class, it's a little bit high and other cl asses
it is alittle bit |ow

Q And a little bit, you are tal king about in
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the one percent range?

A. (M. Crunrine) Again, | have been advised
that | have to be careful just how much detail we
provi de before the filing is actually public and
accepted by the Comm ssion's clerk. | am not trying

to be evasive, but we have been told for reporting

reasons we have to wait until the filing is
accept ed.
Q Did the delivery rate service filing

i nclude any method of mtigating rate shock for
non-resi dential space heating customers?

A (M. Crunrine) No.

Q Now, | et me ask you some questions about
ConEd' s non-residential space heating tariffs, Rider
25 and Heat with Light. How | ong have those tariffs
been offered to customers by Commonweal t h Edi son,
generally, approximately, if you don't know the
specific date?

A. (M. Alongi) | don't recall exactly but |
think in the md-70s.

Q And isn't it true those tariffs do not have

demand charges for either supply or delivery of
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electricity for space heating demand?

A. (M. Crunrine) No, that's not true.

Q And you are saying that's not true because
the tariffs include a higher or a | ower -- can you
pl ease descri be why you say that's not true?

A. (M. Crunrine) For the space heating,
other than Heating with Light, the rate is the | ower
of a cent per kilowatt hour charge or the
conmbi nati on of demand and energy charges that would
apply under the otherw se applicable rate. So
dependi ng upon the particular circunmstances of the
customer in a given nonth, the per kilowatt hour
charge may apply. In other cases the combination of
demand and energy charges may apply.

Q And do you know how often the energy charge
Is lower than the combi ned demand and energy charge
for customers in your service territory?

A, (M. Crunrine) It has been a nunber of
years since | have | ooked at that, but the last tine
| did, which was quite awhile ago, the preponderance
of the nonths it is billed at the cent per kil owatt

hour val ue, not the combi nati on of demand and
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Q  And under that cent per

charge there is no demand char

ge for

or delivery of electricity, correct?

A (M. Crunrine) Correct,

separately stated demand charge

744

kil owatt hour

ei ther supply

there is no

Q Now, how nmuch | ower are charges on the

average for Rider 25 customers compared with

customers using the same demand and usage on ConEd's

applicable bundled rates on average?

A. (M. Alongi) | have

not | ooked at that.

Q Do you know, M. Crunrine?

A. (M. Crunrine) No, not off

hand.

Q Wiy did ComEd offer these tariffs in the

m d-70s to non-residential space heating custoners?

A. (M. Crunrine) It was to encourage the end
use of electricity in the non-sumer months when
ComEd was a vertically integrated utility and its

growi ng nucl ear generation portfolio had fairly | ow

costs of providing power in those non-summer nmonths.

And it was designed to in part

usage during those non-summer

encourage electric

mont hs,

i ncreasing the
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Q Was it also done to encourage buil dings and

ot her consuners to construct all-electric
facilities?

A (M. Crunrine) Well, I would say that is
t he means by which customers obtained or met the
obj ective of an end use that was primarily used in
t he non- summer nont hs.

Q So it is true that after that rate went
into effect, isn't it, that the vast majority of
buil dings in Chicago were installed with
all-electric, correct?

MR. RATNASWAMY: M. Gi ordano, could you be a
little more precise about buildings? Because
don't think that's exactly what you mean. Do you
mean commer ci al buil dings or |arge buildings or
sonet hi ng.

Q Yeah, sure, that's fine. Conmmerci al
bui |l di ngs i n Chicago?

A (M. Crunrine) Well, | don't know how to

generalize on the smaller, you know, two to five,

six story buildings. | don't know the answer there.
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It is true that in the high rise commercia
bui | di ngs i n downt own Chicago that they have, it is
my under standi ng, that the preponderance has been in
el ectric space heating.

Q And that was after this rider went into
effect, correct? Before that there was a | ot of gas
being put in the buildings, correct?

A. (M. Crunrine) That | don't know.

Q Now, you testify that there is not a
specific rate class for Rider 25 customers, correct?

A. (M. Crunrine) That's correct.

Q Now, since this rider is applied to
customers of very different sizes that receive
electricity under a number of different -- a nunber
of different sizes, wouldn't it have been
I mpracticable to create a specific rate class for
these customers and that's why ComEd chose a rider?

A (M. Crunrine) It is not necessarily why
ComEd chose a rider rather than a rate, but it is
true that the electric space heat charges apply to a
wi de range of customers fromsmall, all the way up

to very large buildings. And it would have been
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i mpractical from a ratemaki ng perspective to have
them as a separate cl ass.

Q Now, you are proposing the elimnation of
Ri der 25, correct?

A. (M. Crunrine) There is no separate -- in
Ri der CCP there is no separate supply group for
Ri der 25 custonmers, you are right. They would fall
I nto whatever size category they bel ong.

Q And also the Heat with Light rate, you are
al so proposing elimnation of that rate, correct?

A. (M. Crunrine) That is part of Rider 25
yes.

Q Now, one of the benefits we have already
established is that, of these tariffs, is it allows
you to conmpete to supply buildings with electricity
for space heating rather than those choosing to heat
wi t h anot her energy source. Now, woul dn't havi ng
bui |l di ngs heat with electricity also benefit ComEd
now, even when it is only a distribution company?

A (M. Crunrine) No, | don't believe so.

Q So you are saying that | ess electricity

usage would not hurt Commonweal th Edi son as a wires
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company?

JUDGE WALLACE: It would not hurt or not help?

Q Hurt.

A. (M. Crunrine) | don't think that's a
restatement of the question that | just answered.
What | said was that it would not help to. | mean,

we are going to deliver power to whatever customers
ask us to deliver. In that sense we are indifferent
to their supply arrangenents.

Q Well, let's put it this way then. \What if
t he buil ding, commercial buildings, |arge buildings,
the new buildings in Chicago, for exanmple, start to
put in gas as opposed to electricity. Would that
hurt ComEd as a wires conmpany?

A. (M. Crunrine) Not necessarily.

Q So you are indifferent to that; you don't
care any nore whether, |ike you once did, whether
consunmers install all electric facilities?

A. (M. Crunrine) As a wires conpany we are
indifferent to that, yes.

Q Even t hough your business is stil

delivering electricity, correct?
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A (M. Crunrine) That's correct.

Q And you make noney on sal es of delivery of
electricity, not any other energy source, correct?

A. (M. Crunrine) W make sales but we also
i ncur costs to deliver. And to the extent that
peopl e are not causing us to incur costs and we are
now maki ng correspondi ng sales, we are close to
being indifferent.

Q Now, to the extent that ConkEd's tariffs for
space heating customers have encouraged a | arger
demand for electricity, doesn't this also benefit
Exel on Generati on which owns substantial generation
in this region?

MR. RATNASWAMY: Object to the relevance of the
gquestion.

MR. Gl ORDANC: | think it is relevant. I think
it is very clear that Exelon Generation --

JUDGE WALLACE: Overrul ed, go ahead and answer
t he questi on.

A (Crunrine) Yes.

BY MR. Gl ORDANO:

Q Now, let me refer you to page 57, lines
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1245 to 1246, of your rebuttal testimony.

A. (M. Crunrine) | am sorry, what was that
page agai n?

Q 57. Now, here you criticized Messrs.

Br ookover and Childress for not providing a proper
frame of reference for the Comm ssion to consider
because they provided bill calculations for Rider 25
customers without also providing the results for
simlarly-sized customers without Rider 25, correct?

A. (M. Crunrine) That's correct.

Q Now, you know, don't you, that in their
rebuttal testimny Messrs. Brookover and Childress
responded to this and did provide such a comparison
and that this conmparison showed that a randomy
sel ected group of non-residential space heating
customers were to experience nearly an 11 percent
greater increase in electricity costs than an
ot herwi se sim |l ar group of non-residential,
non-space heating customers. You are aware of that,
correct?

A. (M. Crunrine) | am aware of the anal ysis.

| had forgotten the exact percentage difference.
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But | am aware that they did provide those type of
resul ts.

Q But you woul d accept subject to check it
was 11 percent ?

A, (M. Crunrine) Yes.

Q And woul d you agree that this projection of
an 11 percent relative difference in rate increases
for non-residential space heating customers versus
non-resi dential non-space heating customers is a
reasonabl e esti mate, wouldn't you?

A. (M. Crunrine) | have not had -- | have
not done an independent verification. | don't think
we have a position as to whether it is valid or
invalid. They have presented numbers that they
present. We have not attenpted to validate them

Q But you have not chall enged them, correct?

A. (M. Crunrine) That's correct.

Q Now, even though you ask for such a
conparison in your rebuttal testimony, you still
opposed their proposal to mtigate the inmpacts on
non-resi dential space heating customers in your

surrebuttal testinony, correct?
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A (M. Crunrine) That's correct.

Q Now, you justified your rejection of any
mtigation of the rate increase for non-residenti al
space heating customers in your rebuttal testinmony
on the grounds in part that there is no separate
customer class for space heating custoners, and
that's at ComEd Exhibit 21, |lines 1053 to 1054,
correct?

A. (M. Crunrine) That's correct.

MR. Gl ORDANOC: | would |ike to show you BOVA
Cross Exhibit 4, | think -- BOMA Cross Exhibit 5.

(Wher eupon BOMA Cross
Exhi bit 5 was

mar ked for purposes
of identification

as of this date.)

Q Now, this is ConmkEd's filing of customer
transition charges for applicable Period A effective
for the company's custonmers as applicable during the
peri od beginning with the June 2004 billing period
and ending with the May 2005 nonthly billing period,

correct?
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A (M. Alongi) That's correct.

Q And you are famliar with this docunent,
correct?

A. (M. Alongi) Yes.

JUDGE WALLACE: Just a second, are those
spares? There m ght be sone nmore people out in the
hal | way that would |ike one.

BY MR. Gl ORDANO:

Q Now, this document shows, doesn't it, that
Ri der 25 custonmers had a separate custonmer
transition charge from other non-residenti al
customer cl asses, correct?

A. (M. Crunrine) It shows that a subset of
them did, yes.

Q | am sorry. This applies to all Rider 25
customers, doesn't it?

A. (M. Crunrine) Well if you will notice
under the non-residential, other non-residential
customer group, the third grouping, there is a line
item for Rider 25. That's for customers who only
have Rider 25. There is also separate consideration

for customers who have Rider 25 in conjunction with
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ei ther what was then and experinment call ed Student
Power 2000. Another one where Rider 25 was used in
conjunction with a consolidated billing experiment,
and lastly in conjunction with Rider GCB. Those
four groups are mutually exclusive. They did sell
the -- that's what | meant when | said a subset of
the Rider 25 customers had a separate group. The
rest of them were in other categories where they
bel ong.

JUDGE WALLACE: M. Crunrine, when you testify
can you pull the mc a little closer?

W TNESS CRUMRI NE: Sorry. Yes, sir.

Q But all of the comrercial space heating
Ri der 25 custonmers had a different transition charge
than the commercial non-space heating customers,
correct?

A. (M. Crunrine) Not exactly because some of
them were al so included in the consolidated billing
experiment and in Rider GCB and got separately
determ ned CTCs, separate and different fromthe
plain vanilla Rider 25 CTC.

Q The vast majority of the Rider 25 custoners
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were in the Rider 25 space heating service CTC
category, correct?

A (M. Crunrine) | have not done an analysis
to know whether it is the vast majority or not. I
suspect that it is the majority of them

Q Al'l right. Now, this has been -- there has
been this separate space heating service CTC for
Ri der 25 custonmers throughout the transition period,
correct?

A. (M. Crunrine) That's correct.

Q Now, because of this customer transition
charge for Rider 25 customers, isn't it true that
many of these custonmers were able to achieve bil
reducti ons under the PPO relative to their bundl ed
rates during the conpetitive transition period?

A (M. Crunrine) | presume that's the reason
why t hese customers chose the PPO, yes.

Q And you would agree that this different
customer transition charge for non-residential space
heating customers, which is significantly |ower than
the customer charge for the non-residentia

non-space heating customers, has been a very fair
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way to treat non-residential space heating customers
during the transition period, correct?

A. (M. Crunrine) For the purposes of CTC
cal cul ations during the transition period, yes,
that's been a fair way of treating them

Q And the end result of this is that those
customers woul d be paying much | ess per kil owatt
hour during the transition period if they were
purchasing from competitive suppliers or under the
PPO than a simlarly situated customer purchasing
froma conpetitive supplier of the PPO, correct?

Well, let me rephrase that. |'Il wi thdraw
t hat questi on.

Now, M. Brookover and M. Childress
further maintain that their proposal, to continue
the exenption from demand charges for delivery of
electricity by ConkEd for non-residential space
heating customers, would not affect electricity
supply prices and, therefore, would not distort the
i ncentives for space heating custonmers to seek
electricity supply from other suppliers. Do you

agree with that position of M. Brookover and M.
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Chi |l dress
A. (M. Crunrine) | think that's generally
correct. As long as ConmEd is receiving the | ost

revenue from sonmebody el se on the wires side and not
on the supply side, that's correct

Q And woul d you agree that BOMA's proposal to
mtigate rate shock and the relatively greater
I ncreases for non-residential space heating
customers woul d not reduce ConmEd's revenues since
this is a rate design issue?

A. (M. Crunrine) Are we still talking about
t he exenmption?

Q Yes, sir.

A, (M. Crunrine) They could forego free
delivery or the exenmption of demand charges in the
non-sunmmer ?

Q. Correct.

A. (M. Crunrine) Okay. Yes.

Q Now, BOMA wi tnesses Childress and Brookover
have taken the position that if the Commerce
Comm ssion adopts ICC Staff witness Lazare's

proposal to mtigate rate shock, it should be
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applied to non-residential space heating custonmers
because these customers would receive rate increases
simlar to the rate increases for residential space
heati ng customers under ComEd's proposal. Are you
famliar with that position?

A. (M. Crunrine) | amfamliar with the
position.

Q Now, and you di sagree, don't you, saying
that there should be no mtigation plan for the
customers in the CPP-A auction, those are the 400
kil owatt to three megawatt customers, correct?

A (M. Crunrine) That's correct. W
understand that to be what M. Lazare had been
proposing originally and we believe that that is
correct. That's appropriate, even with ComEd's
proposal to move down to 400 kilowatts as the
breaki ng point for those custoners.

Q So there is no plan to avoid rate shock for
any customers in the 400 kilowatt to three megawatt
class regardl ess of how high the rate increase is,
correct?

MR. RATNASWAMY: | object that the question
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assumes a fact not in evidence. M. Alongi and
M. Crunrine have not yet accepted the prem se that
the differential constitutes rate shock.

BY MR. Gl ORDANO:

Q | can rephrase it. There is no plan in any
way to mtigate the rate increase for any
customers -- any customer, one customer, any group
of customers, non-residential space heating
customers, in the 400 kilowatt to three megawatt
class, regardless of what the rate increase is for a
particular customer or group of customers, correct?

A. (M. Crunrine) That's what we understand
M. Lazare's proposal to be and we agree with it.

Q Now, your president, M. Clark, testified
on Monday that you were reconsidering the position
of whether or not to mtigate rate shock for
non-resi dential space heating customers. Are you in
t he process of doing that now?

A. (M. Crunrine) Not being here, | am not
awar e of that.

MR. RATNASWAMY: | object to the form of the

guestion again. These witnesses weren't here.
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Al so, no foundation for asking them that question.
MR. GI ORDANO:. Well, | disagree. It was the
testimony that he gave.

JUDGE WALLACE: And he has already answered

that he didn't -- objection overrul ed.
MR. Gl ORDANOC: | have no further questions.
Thank you.

JUDGE WALLACE: Anyone el se have cross of
M. Alongi and M. Crunrine? Okay, go ahead, M.
Townsend.

MR. TOWNSEND: Thank you.

JUDGE WALLACE: You seemto have a little bit
nore than others but go ahead.

MR. TOWNSEND: | don't anticipate taking a ful
hour and half, so hopefully we will still be able to
make it out for |unch.

CROSS EXAM NATI ON

BY MR. TOWNSEND:

Q Good morning, M. Alongi and M. Crunrine.
Chris Townsend appearing on behalf of the Coalition
of Energy Suppliers. | would like to begin by first

clarifying a couple of things that are in your
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direct testimony, if you have that in front of you.
If you tell nme when you turn to lines 288 to 289,
pl ease?

A. (M. Alongi) W have it.

Q Can you please explain how restrictive
switching rules can dampen retail conpetition?

A. (M. Crunrine) Well, the testimony
referred to is highly restrictive which admttedly
has a bit of judgment to it. But if switching rules
are too restrictive, it limts customers' ability to
either |l eave the utility supply for the third party
or the reverse. And to the extent that that is
restricted to too great of an extent, that can
dampen retail conmpetition.

Q In your direct testimony at |line 294 you
use the phrase "cost causation"” or the principle of
cost causation. Could you explain what that
principle is?

A. (M. Crunrine) It is the genera
ratemaki ng principle that is traditionally used by
t he Comm ssion. It is found in major textbooks by

James Bondright (sp) that cost causation is that
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customers who cause the utility to incur costs
shoul d pay as close to those costs as is reasonably
appropriate so that they understand the value or the
cost that their use of electricity places on the
utility.

Q And woul d you agree with the phrase that's
been used el sewhere that the costs should followthe
cost causer as a general principle?

A. (M. Crunrine) It is one of the genera
principles of ratemaking, yes.

Q And you agree with that principle?

A (M. Crunrine) Yes.

Q \Wien is it appropriate to recognize that
customer groups inmpose different costs?

A. (M. Crunrine) There are again traditional
rat emaki ng principles, and | keep going back to
Prof essor Bondright's textbook, it's the principles
that the Conm ssion has traditionally used during ny
experience, things like rate continuity, bill
I mpacts, simplicity in rates. You know, to get the
ultimate in cost causation we would need three and a

half mllion different rates, one for each custonmer.
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So there is a balancing that one always has to do in
rat emaki ng between conmplexity, simplification and
getting the right costs to the right customers or
customer group. And those types of things all go
into the careful balancing that the Comm ssion has
al ways done and that we agree with.

Q At lines 307 to 308 of your direct
testinony you refer to the critical |link between
whol esal e markets and retail rates. Wiy is it
critical that there be a link between the whol esal e
mar ket and retail rates?

A. (M. Crunrine) Because ConEd through Rider
CPP is going to be procuring power from whol esal e
mar kets in the auction, and we need to translate
those prices into retail rates. The |Iinkage between
whol esal e and retail is very inmportant. Again, it
is not just a cost causation, but it has the very
I mportant inpact that customers understand what the
mar ket price is for their use of electricity when
they choose to use it during the course of the day
and during the course of a year. And to the extent

that that appropriately matches the costs that ComEd
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i ncurs during its purchases from the whol esal e
mar ket, customers are given the right price signals,
retail conpetitors have what | will call for
simplification terms a fair price against which to
conpete, and both the retail and the whol esal e
mar ket are i nproved.

Q What happens if there is not a link between

t he whol esal e market and retail rates?

A. (M. Crunrine) It depends on the extent to
which that link is broken. It can have detri ment al
effects that potentially a utility may not incur al

of its costs for purchasing fromthe whol esal e
mar ket. Customers may not get the right price
signals. They may use too much or too little
electricity. Retail electric suppliers may be given
too much of an ability to conmpete or too little of
an ability to conmpete. There are many things that
happen when that |inkage is broken, if it is broken,
particularly if it is broken to a great extent

Q In your direct testimny at lines 1130 to
1135 you tal k about the credit worthiness of

bi dders. Why is it important that bidders be credit



10

11

12

13

14

15

16

17

18

19

20

21

22

765
wort hy?

A. (M. Crunrine) Because ComEd is purchasing
from these wholesale entities, it is important that
they be credit worthy so that they can live up to
the comm tments contractually that they will nmake to
ConEd and ultimately to its customers to provide
supply. It is important that they be credit worthy
so that they can neet those comm tments and not
i mpose additional costs on ConEd and ultimately its
customers for not being able to follow through on
its commtments for being uncreditworthy.

Q How does ConEd facing more credit risk
i mpact rates?

A. (M. Crunrine) To the extent that -- and
creditworthiness, we are not professing to be
experts in creditworthiness but from our general
understandi ng the less credit worry a counter party
Is, the general assumption is that there is a
greater risk that that counter party nmay not
actually live up to its contractual comm t ment,
| eaving ComEd in a position of having to acquire

repl acement power from alternative means at
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potentially higher prices than were already

i ncorporated in the contract with that whol esal e
entity. To the extent that that happens and ComEd
passes those costs on to customers, that is
detriment to both ComEd and its custoners.

Q Woul d you agree that ConEd al so faces
credit risks on the retail side of the equation?

A. (M. Crunrine) Yes, that's true.

Q Can you pl ease explain?

A (M. Crunrine) there is always a
percentage of retail customers that are either
unable or unwilling to pay the full ampunts that
they owe ComEd. And that's just a fact of doing
business. It is a fact of doing business in any
i ndustry.

Q Did you performany analysis associ ated
with the credit risks associated with ConEd
provi di ng service under its hourly product that's
proposed in ComEd's auction?

MR. RATNASWAMY: M. Townsend, can you specify
are you are tal king now about the whol esale risk or

the retail risk, you just asked them about?
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MR. TOWNSEND: Ei t her one, | guess.

Q Let's start, did you perform any anal ysis
associated with the credit risk -- actually, let's
focus on the retail.

Did you perform any analysis associ at ed
with the credit risk associated with ComEd providing
retail service underneath the hourly product that
will be generated as a result of the CPP-A auction

A. (M. Crunrine) Mnor technicality, it wll
be part of the CPP-H auction, but from a retai
perspective we did not do a specific analysis of the
credit risk that ComEd may face for those customers.

Q Are you aware that one of the reasons that
ComEd has offered for rejecting the proposal of US
Energy Savings Corp. and Direct Energy is that there
I's volatility that increases risk in the market?

A. (M. Crunrine) | am aware of our positions
on that, yes.

Q And that would suggest that there is more
ri sk associated with providing an hourly product
than there is associated with providing a quarterly

or an annual product, correct?
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A (M. Crunrine) | think -- as | am
interpreting the question, that is a much broader
question of risk than the mere issue of credit risk
for retail custoners. | think one of our
oppositions to those positions are that it imposes
ri sks on custonmers that face the uncertainty of
having prices set for shorter durations, so the risk
Issue in terms of our opposition to those positions
is a much broader issue than just the credit risk of
customers.

Q Well, if there is volatile hourly prices,
woul dn't that mean that the customers who are taking
service underneath your hourly products are facing a
nmore volatile price and thus incurring nore
significant risk?

MR. RATNASWAMY:  Your Honor, at this point | am
going to object unless it could be identified.
Because this is beyond the scope of their testinmony.
Because at | east the nmost recent reference was to
supplier credit risk and it was expressly stated
that they were relying on the testinony of two other

ConmEd wi t nesses.
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MR. TOWNSEND: And they do oppose the
adj ustnment that's been proposed by the Coalition of
Ener gy Suppliers. W can ask that foundati onal
question, if you would I|ike, Your Honor. But t hat
is their position of these two witnesses, is that
that credit risk is not something that should be
specifically addressed within this proceeding, so.
JUDGE WALLACE: Go head
W TNESS CRUMRI NE: | am sorry. | have | ost
track of which question is pending at this point or
even if there is one.
JUDGE WALLACE: Yeah, there is one. Can you
read it back, please?
(Wher eupon the
requested portion was
read back by the
Reporter.)
A (M. Crunrine) Yes.
BY MR. TOWNSEND:
Q Can | refer you to your surrebuttal
testinony, lines 203 and 204, and |let me know when

you are there.
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A, (M. Alongi) W have it.

Q And there you are tal king about the
adm ni strative burden that ComEd would incur if it
were to accept the Staff proposal to allow off-cycle
switching of CPP-H, correct?

A. (M. Alongi) Correct.

Q Can you please describe what the
adm nistrative burden is that you are referring to?

A. (M. Alongi) This particular section of
testinony deals with --

JUDGE WALLACE: Speak into the m crophone.

A (M. Alongi) I'msorry. This particular
section of the testinony deals with customers
switching fromthe hourly bundled service to RES
supply service. And placing customers on and off
different rates is the adm nistrative burden that
t he conpany faces.

BY MR. TOWNSEND:

Q \What types of costs do you incur as a
result of that?

A. (M. Crunrine) Let's be clear that the

request here is for switching customers on a date
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ot her than their normally schedul ed meter reading
date. So we are tal king about the adm nistrative
burden of going out, taking a special meter read for
those customers so that they can go on the hourly
rate for as little potentially as two weeks, to go
off of it on an off-cycle basis, on it on an
of f-cycle basis, and the point is adm nistrative
burden is part of the point. It is not the conplete
poi nt made in that paragraph where we talk about the
fact that, when this happens, it could happen for
hundreds of customers simultaneously and that's a
significant adm nistrative burden, to have meter
readers who are otherwi se scheduled on a regularly
schedul ed basis, to have to go out and read hundreds
of customers meters on one date certain because in
this case potentially a supplier using a general
account agency decided to move customers to that
rate for presumably some short duration.

Q So one cost is the meter reading cost?

A (M. Crunrine) That's correct.
Q Are there other costs?
A

(M. Crunrine) Accounts set up, our group
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t hat handl es the switching that occurs which the
vast majority of switching happens on a regularly
metering schedul ed basis. Our software systenms are
designed to handle that w thout too nuch manual
intervention. Non-standard switching of this adds
to the adm nistrative burden of people who have to
coordinate the switching, coordinate with the
customers, coordinate with our billing system and
we have to make sure that the right customers are on
the right rates, being billed the right bills.

Q So there are also personnel costs that you
have identified, correct?

A. (M. Crunrine) Yes.

Q And software costs, correct?

A. (M. Crunrine) Well, it is the manua
wor k- arounds that you have to do because your
standard system doesn't function appropriately.

Q So it is back to personnel then?

A. (M. Crunrine) Just the general category
of adm nistrative costs can be a | ot of things.
But, yeah, it is a |lot of personnel cost.

Q Is ConmEd able to recover the costs that it
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reasonably incurs?

A. (M. Crunrine) As a general statenent,
that's correct.

Q And under the theory of cost causation the
costs that you just identified would be recovered
fromthe CPP-H custoners that were seeking to have
an off-system switch, correct?

A (M. Crunrine) Assum ng that the off-cycle
switch was set appropriately.

A (M. Alongi) Assumng the feed that the
of f-cycle switch be --

JUDGE WALLACE: M. Alongi, | didn't hear your
answer .

A. (M. Alongi) Assum ng that the off-cycle
switch feed is set appropriately.

Q In your surrebuttal testimony if you could
pl ease turn to lines 261 and 262 and |let ne know
when you are there.

A. (M. Alongi) W are here

Q And there you are discussing the mgration
ri sk prem um adjustment that you have proposed in

your prism correct?
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A (M. Crunrine) There is no premumin the
name. It is not a premum but it is a mgration
risk factor and we discussed it.

Q | appreciate the clarification, thank you.

You concl ude that underneath ComEd' s
surrebuttal proposal that, while some of the risks
woul d remain, they would be di mnished and that some
of the mgration risks would be dimnished, correct

A. (M. Crunrine) That's correct.

Q What's the basis for that concl usion?

A. (M. Crunrine) The basis is, as Dr.

O Connor correctly observed in his rebuttal
testinony, the customers over 400 kilowatts have
shown a high degree of propensity to switch. There
is a significant |level of switching away from
ComEd' s bundl ed product above 400 kil owatts. There
is a dramatically | ower experience when customers
under 400 kil owatts are considered, especially when
you get down under a hundred kilowatts, and in the
non-entity residential sector where no customers
have swi t ched.

Q Would you agree that after the initial
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auction the mgration risk prem um should be
re-exam ned and revisited in follow-up workshops or
proceedi ngs?

A. (M. Crunrine) Other than wi shing you
didn't call it a premum because it is not, we are
al ways open for it to be reviewed and revisited,
yes.

Q | promse to catch that for my next
guestion. Wuld you agree that such revisiting of
the mgration risk factor should be based at | east
in part upon the switching |evels experienced after
the first auction?

A. (M. Crunrine) | think that's a reasonable
presunpti on, yes.

Q And that's true regardl ess of whether there
Is a mgration risk factor in the prismthat's
approved for the initial auction, is that correct?

A (M. Crunrine) Correct.

Q  Turning back to your direct testimony, you
do talk about the history of the PPO, correct, in
your direct testimony, lines 414, 418, 479, 491, you

tal k about the evolving PPO, correct?
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A (M. Crunrine) That's correct.

Q Can you explain the difficulties that the
Comm ssion and Illinois market participants have
encountered in trying to properly design the PPO?

A (M. Crunrine) Do we really want to spend
the next two hours discussing that?

Q If you can do it in bulletpoints, that
woul d be hel pful ?

A. (M. Crunrine) Sorry for being facetious.
The mar ket pl ace - -

JUDGE WALLACE: M ke will have a few.

A Il will do it in as few bulletpoints as |
possi bly can.

Initially, the Conm ssion set market val ues
based on what is called the neutral fact finder
process, the NFF, and the Comm ssion concl uded that
there were significant, as | interpreted,
significant drawbacks to that methodol ogy, and has,
since the summer of 2001, approved, excuse me, it
was a 2000 docket, but has approved a series of
mar ket val ue i ndex-based al gorithm c mechani sns that

have undergone revision and i mprovements over the
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years up until today, until the last Comm ssion's
order for ComEd was in March of 2003 when the | atest
nodi fications to that al gorithm were approved by the
Comm ssi on

Q Would you agree that the Comm ssion
experienced difficulty underneath the PPO in trying
to devel op an off-peak market val ue nunber?

A (M. Crunrine) | think that there has been
general concern that the off-peak nunbers are not as
deeply traded as the peak period numbers, and that
has been one aspect of the difficulty, yes.

Q And woul d you agree that ComEd has changed
the indices that it has relied upon because of sone
of the indices unexpectedly going out of business or
not being as liquid as anticipated?

A (M. Crunrine) Yes, the trading platforns
t hat we have used for NFF purposes have changed over
the years for those and depth of liquidity issues.

Q And the PPO has changed dramatically in
short periods of time, hasn't it?

A. (M. Crunrine) It has generally foll owed

movements in the market price, yes
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Q Well, I don't know if you were here for
yesterday's cross exam nation, but M. Robertson
referred to rocket dockets regarding the PPO. Do
you recall those?

A (M. Crunrine) | recall M. Robertson's
concerns about the duration of certain dockets, yes.

Q Well, we switched from an NFF process to an
M/I 1 as a result of the petition that was filed on
March 31, 2000, and approved in an interimorder on
April 27, 2000, is that correct?

A. (M. Crunrine) | don't remenber the exact
dates, but that sounds generally correct, yes.

Q And the Comm ssion then reopened that
docket to take additional evidence, correct?

A. (M. Crunrine) That's correct.

Q And whil e pending, unexpectedly one of the
trading platforms went out of business, correct?

A (M. Crunrine) Yes.

Q Do you recall in 2002 there were issues
with establishing the MVECs and that the MVECs
figures were actually revised after they were

initially published?



10

11

12

13

14

15

16

17

18

19

20

21

22

779

A, (M. Alongi) | don't recall that. That is
not to say it is not true but | don't recall.

Q M. Crunrine?

A. (M. Crunrine) | don't recall it.

Q ComEd filed to revise the MWI methodol ogy
in October of 2002 in Docket 02-0671, correct?

A (M. Crunrine) | wll trust you have got
the right docket number but, yes, that's correct.

Q And in that docket you proposed a 60-day
enrol | ment w ndow, correct?

A. (M. Crunrine) As | sit here | don't
recal | .

Q Would you be willing to accept that subject
to check?

A. (M. Crunrine) Subject to the same subject
to check that we have been hearing about this
nor ni ng, yes.

Q Did ComEd identify any specific costs
associ ated wi thholding the price for 60 days?

A. (M. Crunrine) | don't recall

Q Has ComEd ever advocated an upward

adj ustment of the PPO price as a result of having an
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enrol | ment wi ndow of 60 days or |onger?
A. (M. Crunrine) No.
Q In that docket, you, M. Crunrine, actually
sponsored testimony that advocated that the

Comm ssi on approve a 75-day enrol |l ment wi ndow,

correct?

A. (M. Crunrine) Again, | amnot sure
whet her it was in that same docket but, yes, | did
advocate that in the last change -- not the | ast

change but the change that was approved in March
' 03.

Q And do you recall in 2003, after the MVECs
had been set, the data to set those MVECs were
revi ewed and questioned?

A. (M. Alongi) Yes, | recall that.

Q And those questions arose because
unexpectedly at | east one of the indices was not as
| iquid as antici pated, correct?

A. (M. Alongi) That I don't recall, but.

Q There were not trades for days; that it was
anticipated that there would be trades, correct?

A, (M. Alongi) | think there was some
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m ssing values, and the question arose as to how to
fill the gap.
Q And ConEd's tariffs didn't specifically

address what to do if there was a gap in the data,

did they?

A. (M. Crunrine) | don't recall the exact
I ssue.

Q Well, M. Alongi, if it did specifically

address those issues, then there wouldn't have been
any questions, right?

A. (M. Alongi) | think it did address it,
but | think the question arose because the Staff
didn't feel that we applied what was in the tariff
as it was written. That's my recollection.

Q And that wasn't intentional ambiguity,
right? This was one that you hadn't anticipated,
correct?

A (M. Alongi) That's correct.

Q In 2005 earlier this year there was a
transparent process in setting the MWI, correct?
That is, ComkEd shared the snapshot market

information with market participants, right?
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A. (M. Alongi) Are you referring to the
five, ten, 15-day snapshots?

Q Yes.

A. (M. Alongi) That is correct.

Q \Why did ConmEd share that information with
I1'linois market participants?

A. (M. Crunrine) Because we were asked to.

Q Woul d you agree that one goal was to add
certainty in the Illinois retail electric market?

A. (M. Crunrine) My recollection was that
there were stakeholders who felt that being able to
see how the market val ues were devel oping during the
course of the 20-day snapshot period would be
hel pful . | don't know what all reasons they m ght
have had.

Q Wuldn't you agree that sharing that type
of informati on does add certainty to the Illinois
retail electric market?

A. (M. Crunrine) It adds information. I
| eave it to suppliers to decide whether it makes
their lives more certain or not.

Q During the snapshot period in 2005 it was
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di scovered that unexpectedly there was not
sufficient data to set an off-peak figure necessary
for calculating the MVECs, correct?

A. (M. Crunrine) Not during the snapshot
period that was defined by the tariff, that is
correct.

Q And ConEd took the extraordinary step of
filing a request to change its tariffs during the
sunshi ne period, correct?

A. (M. Crunrine) | don't know whether |
woul d characterize that as extraordi nary. I think
it was a smart thing to do. But, yes, we did make
t hat request.

Q You requested that the tariff sheets go
into effect on less than 45 days notice, correct?

A (M. Crunrine) Yes.

Q I's that extraordinary?

A, (M. Crunrine) Not necessarily. There
are -- there are mechanisns that the Comm ssion has
for dealing with tariff issues that come up. There
are special rulings for asking for special

perm ssion. This is -- is it a conmon occurrence
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no. | don't know that it is -- 1 just don't know
that it is extraordinary.

Q So even once tariffs have been approved by
the Commerce Comm ssion, it is entirely possible
that ComEd could come back and change those tariffs
prior to the rates going into effect? That's not an
extraordinary circunmstance, correct?

A. (M. Crunrine) It is kind of hard to
answer such a -- | amnot sure | can answer such a
broad question with just a yes or a no.

Q I haven't held you to that yet?

A. (M. Crunrine) The answer is we can ask
t he Comm ssion to do a | ot of thing, whether we
woul d or could or should. Whether the Comm ssion
woul d approve it would depend on it appropriateness.
So if it were -- if that unusual a circumstance were
to occur, nmy presunmption would be that it is because
we felt that it was the right thing to propose
gi ven whatever sets of circunstances we faced.

Q In your surrebuttal testimny at |ines 185
to 187 you di scuss agents, general account agents.

Let me know once you get there in your testinony.
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A (M. Crunrine) We are there

Q Under ConEd's auction proposal wil
desi gnated agents and general account agents be
all owed to enroll customers onto PPO MVM?

A, (M. Crunrine) | don't know about
desi gnat ed agents. | amnot famliar with that
term But an entity that has general account
agency, it is my understanding that they have the
ability to make decisions on the customer's behalf
and could enroll themin whatever service the
customer was eligible for.

Q And under ComEd's auction proposal wil
RESes be allowed to act as general account agents or
GAAs

A. (M. Crunrine) | am not aware of any
restrictions on a RES being a GAA. So, yes, RESes
could do that

Q And under ComEd's auction proposal could
GAAs enroll customers onto the CPP-A and CPP-B
products?

A. (M. Crunrine) |If those are -- if they

have proper agency authority and if those rates are
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available to the particular customer they are
dealing with, yes, they could.

Q Ot her than any valid GAA form will there
be any other required paperwork for customers or
RESes to prepare or submt?

A. (M. Crunrine) W have not determ ned that
there would be anything different than today's
current requirements.

Q WII there be any other paperwork required
for other non-RES entities?

A. (M. Crunrine) | don't know. | am not
suggesting that there will be. | amjust saying
that right now I don't know.

A. (M. Alongi) | do think that there is a
contract requirement for the PPO.

Q Coul d you el aborate a little bit further?
The contract requirenment for the PPO, are you
suggesting that a GAA could not submt the PPO
contract on behalf of the customer?

A. (M. Alongi) No. I was just suggesting
that that's paperwork that would have to be

subm tted.
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Q | am going to ask you to turn in your
rebuttal testinony, | amsorry, your surrebuttal
testinony, to line 1082 and the discussion that
follows that. Let me know when you are there.

A. (M. Crunrine) W are there

Q What is the purpose of the integrated
di stribution conpany or IDC rules that prohibit |DCs
from advertising with their compodity product
conponent ?

A. (M. Crunrine) To say it in a general way,
as | understand it, utilities have a choice of
either, under the rules, of either functionally
separating their marketing fromtheir wires arns
and, two, they can avoid incurring the cost of
functionalization, functionally separating, if they
agree to and become an integrated distribution
conpany and be subject to those rules instead. They
do not have to functionally separate, but they
cannot act to obtain or retain customers on their
supply tariffs.

Q | was asking specifically about the rule

that prohibits IDCs from advertising with the
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conmponent of their conmpany that provides the
commodity products. MWhat's the purpose behind that
rul e?

A. (M. Crunrine) | amnot famliar with the
exact terms of the prohibitions and exactly what
ki nd of advertising are prohibited. But, again, ny
general understanding is that we are prohibited from
advertising in a way that would either seek to
obtain or retain customers on our supply service.

Q In your surrebuttal testinony you testify
that you are fully cognizant or maybe it is sonmebody
else who is fully cognizant of the restrictions
regardi ng marketi ng. Is there sonebody el se who
knows nore about that?

A. (M. Crunrine) Well, there are people in
t he conpany that know a lot, ot nmore about it than
| do. They are experts in the rules.

Q So you are not fully cognizant on those
restrictions?

A. (M. Crunrine) | was only referring to the
advertising issue that you described, and |I gave you

my understanding of it.
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Q Would you agree that it is important that
ComEd' s customers receive comuni cations regarding
the way in which their conmmdity rate options and
rate structures are going to change after the
transition period?

A. (M. Crunrine) Yes, | do.

Q Has ComEd begun preparing the material it
I ntends to distribute to customers regardi ng the way
in which their rate options and rate structures are
going to change after the transition period?

A. (M. Crunrine) Yes, we are in that
process.

Q Pl ease expl ain what steps ComEd has already
taken in preparing that material .

A. (M. Crunrine) W are very early in a very
| ong process that we will be undertaking between
basically now with the rate case filing, all the way
t hrough and extending into and after the transition
peri od ends at the beginning of '"07. Our initial
focus will be on the large customers so that we
can -- we will be bringing themin to |large meeting

rooms to basically say here is what we have proposed
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in the rate case with regard to your rate options.
And again it is an education and information session
so that they can understand what is being proposed.

And we planned a | engthy comunication
process with, not just our |arge custonmers, but with
all of our custonmers. It is going to be an internal
communi cati on/ educati on process for our enpl oyees,
particularly those that deal directly with
customers, so that this dramatic change in the
mar ket that is occurring here at the end of the
transition period can be as well understood by
customers as possible

Q Has ComEd met with Staff or other
Interested parties to discuss either the formor the
substance of that message?

A. (M. Crunrine) We have given Staff the
form and substance, the substance of that message.
We have met with other parties who have asked to
understand the substance of the message, yes.

Q Have you set up formal or informal
wor kshops to discuss the form and substance of that

message?
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A (M. Crunrine) Not specifically yet.

Those types of things are still in process. W are
still planning the overall process.

Q Woul d you anticipate that Staff and ot her
i nterested parties would be involved in workshops to
di scuss the form and substance of that message?

A (M. Crunrine) | would anticipate that we
will have information sessions that will be
available to a | ot of stakehol ders, whether they are
technically workshops or whatever they are. W are
going to have information sessions that interested
parties can come to and understand what we are
proposing in the rate case and in this docket.

Q You are going to have information sessions.
But what about the way in which the information
sessions are set up? Are you going to have
wor kshops first in order to be able to identify the
form and substance of the message that's going to be
relayed to custonmers?

A (M. Crunrine) We do not believe that is
necessary, nho.

Q How are the costs going to be tracked for
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t hose wor kshops?

A. (M. Crunrine) Depending upon how the
costs are incurred, they will be charged wherever
t hey belong in our accounting system

Q So if you are tal king about
generation-related rate options and rate structures,
those costs will be attributed to the conmodity side
of the company, rather than the I DC side of the
conmpany?

MR. RATNASWAMY: | object. | think this is
wel |l beyond the scope of their testimny, the
gquesti on about the accounting for these costs. | f
it can be tied to something, great. But | don't
know what it is.

JUDGE WALLACE: ' m sorry. It is beyond the
scope and what ?

MR. RATNASWAMY: About how they are going to
account for these costs. |If there is something in
their testimony that relates to that, fine. But
am not aware of it at the nmoment.

MR. TOWNSEND: That's precisely why we want to

have the preceding, to set up the rules associ ated
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with this. Their testimny here says don't worry
about it because we are fully cognizant of this. W
have got procedures in place. That is their
testi nmony. If they don't know what procedures are
in place and if you are willing to stipulate to
that, that's fine. It certainly discounts their
testinmony but I amwlling to accept that as a
stipul ati on.

MR. RATNASWAMY: Sorry, but that has nothing to
do with the question that was asked which is about
how t hey were going to account for the costs.

JUDGE WALLACE: Overrul ed.

A. (M. Crunrine) As best | understand it,
within the confines of what one can tell customers
as an integrated distribution company, inform ng and
educating customers as to their rate structure is an
appropriate communi cation obligation on the utility
and will be on the wires side of the business.

Q So you anticipate that these workshops that
you are going to hold that you are going to talk
about the rate options and the rate structures on

the compdity side?



10

11

12

13

14

15

16

17

18

19

20

21

22

794

A, (M. Crunrine) W provide bundled service
to customers that want it. We have no choice but to
properly communi cate with our customers.

Q And you are going to charge all of those
costs back to the distribution side of the company
as opposed to segregating theminto the econony
si de.

A (M. Crunrine) There is no commpodity side
for ConEd. | don't understand the questi on.

Q Well, there certainly is a generation
conponent of ComEd, isn't there? That's why you
have an IDC, to segregate aside the IDC fromthe
generation conponent, correct?

A (M. Crunrine) | am sorry, but | was
really confused by the question.

Q Is there a separate component of ComEd t hat
is not -- that addresses -- strike that. s there a
separate conmponent of ComEd that addresses
commodi ty-rel ated questions that customers have?

A (M. Crunrine) The IDC rules permt ConEd
and utilities to comunicate with their customers

about their rate options. Many of those rate
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options do require -- or many of those questions do
require ComeEd to explain to its customers how t hey
can purchase -- under what rules and prices they
woul d face if they purchased the commodity from
ComeEd and what they would avoid if they went to a
third party. That is exactly the type of thing that
we have to explain to customers when they want to
know what is in our rate base.

Q You can explain it to them but you can't
advertise it, right?

A. | didn't suggest we were going to advertise
t hat.

Q You are going to hold workshops. Are you
going to provide |lunches at the workshops?

A. (M. Crunrine) | don't know

Q Are you going to hand out materials at the
wor kshops?

A (M. Crunrine) More than likely.

Q WIl those materials make the commpodities
options that ComEd is offering | ook attractive?

A. (M. Crunrine) that will not be their

intention, no. It will be merely to educate and
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i nform

Q And if that material does advertise the
commodity option, then it would be a violation of
the 1 DC rul es, correct?

A. (M. Crunrine) That sounds |ike a |egal
question that | really can't answer.

Q But again this is going back -- you are the
one that is not fully cognizant of the restrictions
regardi ng mar keti ng?

A (M. Crunrine) |1Is that a question?

Q That is a question.

A (M. Crunrine) | mean famliar enough wth
the rules to know what general conditions we can and
cannot communicate with customers and the genera
types of comunications that are appropriate. I
answered your question with regard to advertising,
saying | don't know whether we were going to
advertise, whether that qualified as advertising.

We hand out -- utilities hand out pieces of
paper and information to their customers all the
time. We provide themwith tariff sheets. W have

to be able to communi cate with customers, and we do
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Q Would you agree that there is not a clear
i ne between what is communication with customers
and what is advertising?

A. (M. Crunrine) | would say it depends on
the party that wants to take a | ook at those
documents. Sone people will consider them
advertising while we consider them educati onal
mat eri al s.

MR. TOWNSEND: No further questions.

JUDGE WALLACE: M. Rosen?

MR. ROSEN: | just have a few questions.

CROSS EXAM NATI ON

BY MR. ROSEN:

Q First of all, | have never had two
wi t nesses in the box before. It rem nds me of the
movie "Stuck on You." VWho is the boss between the

two of you or are the two of you on equal |evels?

A. (M. Crunrine) W are peers

JUDGE WALLACE: M. Alongi is a little higher

(Laughter.)

W TNESS CRUVMRI NE: That's only because the

797
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Comm ssion's child seat is being used sonewhere

el se.

MR. ROSEN: | have a book to sit on, if you
want. Just a few questions.

Q Both of you are empl oyed by Commonweal t h
Edi son?

A. (M. Crunrine) Yes.

Q And how | ong have you been enpl oyed,
M. Crunrine?

A. (M. Crunrine) Thirty years.

Q And how about you, M. Alongi ?

A (M. Alongi) Thirty-one.

Q And | don't mean to get personal but when
you get paid, do you get paid by Commonweal th Edi son
or do you get paid by one of the Exelon entities?

A (M. Crunrine) W get paid by ComEd which
is one of the Exelon entities, but our check has
ComEd on it.

Q It doesn't have Exel on Services or Exelon
Corp. or any other indication on the check of the
source ot her than ConmkEd as a payor?

A (M. Crunrine) Well, the Exelon logo is on
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the check but it also says ComEd on the check.

Q Do either one of you ever provide services
to any of the other Exelon entities?

A. (M. Crunrine) No.

A. (M. Alongi) No.

Q Have you ever been asked any questions from
sonmeone from any of the other Exelon entities?

A. (M. Crunrine) Sure.

Q And when you are asked those questions --
and | take it you answer those questions?

A. (M. Crunrine) when we can and when it is
appropriate under the relevant rules, yes.

Q And when you answer those questions, do you
bill any of the Exelon entities?

A. (M. Crunrine) W do not, no.

Q Do you know whether there is anyone at
Commonweal t h Edi son that manages a, | will call it,
a power portfolio? And if you don't understand the
term you have a different termfor it, maybe we
shoul d use your term.

A. (M. Crunrine) | guess the position that I

woul d descri be nost closely is an Exel on energy
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delivery position which is Exelon Energy Delivery is
t he parent of ComkEd and PECO the two wires
conpani es, and there is a group that manages the
whol esal e supply contracts that PECO and ConmEd have
respectively. The majority of those purchases are
done under -- for ComEd are done under the power
purchase agreenment with Exel on Generation. There
are others but they are in the mnority.

Q And how many others are there?

A. (M. Crunrine) How many other --

Q Well, you said Exelon is in the majority
but how many ot her suppliers of power are there
ot her than Exelon?

A (M. Crunrine) The requirement for retail
customers is primarily -- 1 think it is a hundred
percent for Exelon Generation through the current
PPA whi ch expires Decenber of '06. Other entities
from which we are obligated to purchase power tend
to be either qualified facilities under PURPA or
qualified solid waste facilities under Illinois |aw,
and there are some purchases |like those that are not

used against to serve retail |oad but they are
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obligations that the utility has to purchase.
Hence, that group manages those contracts as well.
Q And how many enpl oyees serve in this
particul ar group that manage those portfolios?
MR. RATNASWAMY: | have to object, Your Honor.

We keep going farther and farther. This subject is

not within the scope of their testinmony. It is
addressed by Mr. MNeil, not by M. Crunrine and
M. Alongi.

JUDGE WALLACE: M. Rosen?

MR. ROSEN: Well, | think this is fair game
based on the testimny of M. MNeil. And
M. Ratnaswamy can certainly contest with these
wi t nesses sonme things that those other w tnesses
have sai d, especially since they are enpl oyees of
Commonweal t h Edi son and know what kind of structure
exi sts, not only there but at the other
cor porations.

JUDGE WALLACE: Obj ection i s sustained

MR. ROSEN: Well, can | do an offer of proof?
And I will tell you why. There has been testinony

by M. McNeil and Ms. Jurassic that Commonweal th
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Edi son | acks people there who conmpany manage a power
portfolio, which is one of the reasons why they are
proposi ng this auction. And based on the testinmony
of the witnesses | amgetting a different answer.

JUDGE WALLACE: You can make an offer of proof.

MR. ROSEN: | have to do it with these
wi t nesses.

JUDGE WALLACE: Ri ght, go ahead.

OFFER OF PROOF

BY MR. ROSEN:

Q And the individuals that you described at
Exel on Services, they are managing a portfolio where
they are acting as purchasers of power?

A (M. Crunrine) | would characterize their
role more as contract adm nistrators. The
management of the portfolio is done within Exelon
Generation. This group manages the contract but it
Is really a contract adm nistration. They are not
in my personal view managing a portfolio. The QF
contracts in general are as available energy that we
have an obligation to purchase. W do not manage it

in any way. Again, we adm nister the contracts
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based on the generation that those suppliers put
into the system whenever they choose to put it in.
So | would characterize it nore as a contract

adm ni stration role, rather than a portfolio
management rol e.

Q But you just said that there are people at
Exel on Generation that manage power portfolios?

A. (M. Crunrine) That's correct.

Q And how many peopl e at Exel on Generation do
t hat?

A. (M. Crunrine) | don't know There is a
| arge group at Exel on Generation that works in that.
| don't know exactly how | arge the group is.

Q And do you believe that these individuals
have the skill in managing a portfolio being either
on the buyer side of power or the seller side of
power ?

A, (M. Crunrine) Who are these people now?

Q Well, the people at Exel on Generation, the
| arge number of people that you said manage the
portfolio there?

MR. RATNASWAMY: Your Honor, | think even in
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the offer of proof there has to a foundation that
M. Crunrine has the knowl edge and experience to
opine on the quality of these persons to performa
j ob that he does not perform

JUDGE WALLACE: Let's just go ahead with this
of fer of proof.

MR. ROSEN: Thank you.

A (M. Crunrine) | would presune that based
on the fact that Exelon Generation both buys and
sells power that they have people that are capable
of doing that in that organization.

Q And before -- where are these people
| ocated by the way? Are they located in Chicago or
are they | ocated somewhere el se?

A. (M. Crunrine) It is a centralized
facility |l ocated outside Phil adel phi a.

Q Were any of these individuals and enmpl oyees
of Commonweal t h Edi son before the divestiture of the
nucl ear plant, if you know?

A (M. Crunrine) | don't know.

Q But in your opinion these individuals would

have t he experience and know edge to manage a power
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portfolio both on the buyer and the seller side in
your opinion?

A. (M. Crunrine) | presunme that because they
have to do that, that they are capable of doing it,
yes.

Q Now, M. Alongi, you just heard
M. Crunrine answer a series of questions that |
asked. Are your answers any different than his?

A. (M. Alongi) | don't have the sane |eve
of knowl edge in that area that Paul does.

MR. ROSEN: | am done with nmy offer of proof,
Your Honor. | have nothing further.

JUDGE WALLACE: All right. Who else has cross?
M . Feel ey?

MR. FEELEY: You want ne to go ahead? It is
probably a half hour.

JUDGE WALLACE: Does anyone el se have cross?
How nmuch do you have, M. Reddick?

MR. REDDICK: | have a little |less than a half
hour .

JUDGE WALLACE: M. Reddi ck, why don't you go

and then we will break for lunch after you, if you
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will pull the mc over to you.
CROSS EXAM NATI ON

BY MR. REDDI CK:

Q Good morni ng, Panel. My name is Conrad
Reddi ck. | am representing IIEC and I want to talk
about two areas, one in your rebuttal testinony and
one in your surrebuttal testimony. Turning first to
your rebuttal testinony, | want to ask a series of
guestions about the self-generation customers. So
which of you is the expert on that area of the
testi nony?

A (M. Crunrine) Ask your question; we will
get you an answer. It depend on your question.

Q Are you equally know edgeabl e about
sel f-generation customers and rates?

A. (M. Crunrine) Again, it depends on the
gquestion. Just go ahead and ask. One of us wil
answer the question.

Q | feel like I amin a basketball golf
t ournament here. You get two shots and take your
best answer.

A. (M. Crunrine) You are catching on
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qui ckly.

Q It is not that funny.

For self-generation customers, they
basically are in a stand-by situation. And assum ng
that they can supply all of their ordinary |oad,

t hey would take | oad, take energy, fromthe grid and
pay ComEd only in situations where their
self-generation facilities were not in operation

A. (M. Crunrine) Right. They have
flexibility over when they can run those generators.
But when they don't run them they purchase from
ComEd.

Q And the charges they pay to ComEd under
proposal , speaking of the future now, the charges
they will pay for that energy would be based on the
PJM LMP, Locational Marginal Prices.

JUDGE WALLACE: You are sayi ng LNP?

MR. REDDI CK: LMP, Locational Marginal Prices.

A. (M. Crunrine) The energy portion, yes.

Q And those prices of the LMP prices are
generally higher in a peak period than in off-peak

peri ods, correct?
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A (M. Crunrine) Yes.
Q So that if a self-generator had his
facilities out of service during a peak period, the
charges he would incur then would be higher than an

of f - peak period?

A. (M. Crunrine) | would presune that. It
is -- I will give you a general answer to a genera
question -- the specifics of exactly what hours and

when they occur during the off-peak and when they
occur during the peak peri od. If they occur in
hours where the peak period hourly prices happen to
be very low, they could still be |ower than in the
of f - peak, but it does depend on the hour by hour
prices that those customers would face.

Q Correct, and that m ght also be affected by
the | evel of congestion in the system couldn't it?
A. (M. Crunrine) The congestion in the
systemis one aspect that goes into the LMPs, yes.

Q Are you aware on the PJM system what the
hi ghest per megawatt hour charge for energy has
been?

A, (M. Crunrine) MWhat it has been? | have
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only seen average data. | haven't personally seen
power data, so | don't know.

Q If you can just identify the highest, can
you give me an indication of magnitude; you have
seen prices higher than X?

A. (M. Crunrine) | have seen prices higher
than a hundred dollars a megawatt hour in a given
hour.

Q And have you ever seen higher than a
t housand?

A. (M. Crunrine) No, | believe PJM caps the
price at 999 or something in that general ballpark.

Q So it goes up to that cap before the PJM
mechani sm woul d kick in?

A. (M. Crunrine) Well, there are other PJM
mechani sms that kick in under certain circumstances,
dependi ng upon where the generation is |ocated. PJM
has a -- and | will tell you what | know about it
but it is a fairly sophisticated system for managi ng
congestion and price issues -- that they don't
always let it go all the way up to the cap.

Someti mes generators are capped. Even their bids
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into the system are capped which would cause it to
be a | ower price than the 999.

Q Well, my question is really focused on the
customer side. So let me take it in that direction.
In any case, the potential price level is high
enough that there is a considerable econom c
incentive for self-generators not to have their
power go out or their facilities go out during a
peak period?

A. (M. Crunrine) | would agree with that.

Q Now, the rates you propose also include a
demand charge in addition to the energy charges to
recover capacity costs to certain customers, is that
correct?

A. (M. Crunrine) It is to recover capacity
and related ancillary transm ssion service costs,
yes. It is a demand- based cost.

Q And that same capacity cost recovery in the
rates and the rate design that you propose is the
same for all customers?

A. (M. Crunrine) it is the same charge per

kilowatt. Of course, depending on the customer's...



10

11

12

13

14

15

16

17

18

19

20

21

22

811
Q Actual kilowatt usage?
A. (M. Crunrine) ..actual Kkilowatt usage,
whi ch can vary from customer to custonmer.
Q But there is no difference in the per
kil owatt hour charge, depending on whether the
custoner is a self-generator or someone who does not

have self-generation capability?

A (M. Crunrine) It is a per kilowatt demand
char ge.
Q " msorry.

A. (M. Crunrine) But, yes, it is the same
charge regardl ess of whether they own generation or
not .

Q Let me refer you to page 8 of your
rebuttal, line 597. And there you discuss IlEC' s
recommendati on respecting charges for
sel f-generators. Do you see that testinony?

A (M. Crunrine) Yes.

Q You coment there that although it is
under st andabl e that M. Dauphinais, the Il1EC
wi t ness, interpreted your direct testinony as he

did, that ComEd actually intended to design the rate
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so that it operated differently fromthe way he
described it, is that correct?

A. (M. Crunrine) Yes.

Q And since you have made your filing and I
assunme by now it is official, I don't know if anyone
here in the roomis showing me a flag or anything,
but in the rates that you filed did you in fact do
that, in the DST case that you refer to in your
rebuttal testinony?

A. (M. Crunrine) Yes.

Q And as filed does it -- and | want to quote
fromyour testimony -- apply for each nonth in which
a customer is receiving supply through the CPP-H
auction, the per kilowatt per month charge that is
based on each customer's | oad established during the
previous summer, is that the basis for the charge in
your filing?

A (M. Crunrine) Yes.

Q | want to understand what you mean by "is
receiving supply through the CPP-H charge" and does
t hat mean that the customer nust actually receive

energy or are you referring to sinply taking service
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under the CPP-H auction and is eligible to receive
energy?

A (M. Crunrine) We meant for customers that
are actually taking service under the bundled tariff
that receives the hourly price. You actually have
to be on the tariff to be charged under the tariff.

Q Okay. But receiving supply is what your
testi nony said?

A. (M. Crunrine) Yes.

Q Does that mean actually taking energy?

A. (M. Crunrine) Yes.

Q So that for a self-generation customer in
the month of June is not have an outage, his
facility covers |load at all times, he does not
recei ve a charge?

A (M. Crunrine) | want to make sure |
under st ood your question. On the assunption that
the customer took absolutely zero kilowatt hours
during the course of his billing period, the
customer would still face the demand charges based
on his demand established in the prior summer under

PIM rul es.
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Q So it doesn't depend on receiving supply;
it is sinmply being on the service and eligible to
receive the energy?

A. (M. Crunrine) | didn't interpret the
| anguage the way you just described it. | can see
where you woul d take it that way. But if you are on
the service, you are on the rate, you are receiving,
here is the way we meant it.

Q You then say at line 608, still in the
rebuttal testimony, that the |ikelihood of such
customers experiencing generation outages during the
times of system peak and their ability to perform
generation mai ntenance during off-peak periods of
the year will be inherent factors to the
determ nation of their capacity charges. And | want
to ask you with respect to that section of your
testinony, if they are charged each nmonth, whet her
or not they actually take energy, are we | ooking
then at the custoner's actual experience in the
previous summer? That is, for each individual
customer, that customer's actual experience in the

precedi ng summer?
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A. (M. Crunrine) Yes. By taking service
under the hourly product, the customer is buying
capacity and energy. And even though they may not

be taking in your exanple any hourly energy, they

are still purchasing from ConEd capacity that they
wi Il be paying for each nonth.

Q And that charge, | am not focusing on the
determ nation of that charge; | understand they wil
get it. I's that charge based on that particular

custoner's actually experience the previous sumer?

A. (M. Crunrine) Yes.

Q So it is not based on a cal cul at ed
probability of a customer having an outage during a
particul ar period, but it is the custonmer's actual
experience?

A (M. Crunrine) That's correct.

Q So that if a customer -- accept for
pur poses of this question that the probability of a
particular customer or a particular group of
customers going out, that is having their
self-generation facilities go down is one in a

hundred, but the actual experience in the previous
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summer was that one chance of a hundred happened
during their peak period, the charge that custoner
pays will be based on that peak period experience?

A. (M. Crunrine) Under PJMrules it is
actually not just a single occurrence. PJM aver ages
the experience on the five highest peak day
experience within the PIJM system So a single
out age woul d not have the full impact that you
describe. It would contribute one time to an

average of five observations.

Q You are correct. | had forgotten that
part. But the gist of ny question is whether or not
it is -- the basis is whatever happened to you that

previous summer, not for a group of custoners,
sel f-generators as a group, or a group of -- any
group of customers. The probability is that that's
goi ng to happen the summer in which the charges are
bei ng assessed to the customer?

A. (M. Crunrine) Every customer under CPP-H
Is going to get an individually cal cul ated capacity
responsi bility, whether they are generators or not.

It will be based on their actual experience on those



10

11

12

13

14

15

16

17

18

19

20

21

22

817
five highest days in the prior summer, customer by
custonmer determ ned.

Q Do you feel you are -- excuse ne. Are you
famliar with the PURPA rel ated FERC regul ati ons
guoted in M. Dauphinais' testimny respecting a

calculation of rates for stand-by customers?

A (M. Crunrine) | don't renmenmber the exact
reference at this point. | would have to see his
testinony to refresh nmy recollection. | did not

have it with me.

Q Let me read you a brief portion and you can
tell me if it refreshes your recollection. "The
rate for sales of back up power or a maintenance
power shall not be based upon an assunption unless
supported by factual data. That forced outages and
ot her reductions in electric output by all
qualifying facility on an electric utility's system
wi Il occur simultaneously or during the system peak
or both and shall take into account the extent to
whi ch schedul ed outages of the facilities can be
useful and coordi nated with schedul ed outages of the

utility."” Have you heard about, read or been
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famliar with that provision?

A. (M. Crunrine) | am generally famliar
with those | ong standing provisions from PURPA

Q Okay. And qualifying facilities are in the
group of self-generating customers we have been
di scussi ng?

A. (M. Crunrine) They are a subset of them,
yes.

Q And in the tariffs that you have filed in
this case and filed in the new case which we don't
have a nunber for yet, | assume it was Conmmonweal t h
Edi son's intent to comply with all acts, rules, |aws
and regul ati ons?

A. (M. Crunrine) That's a correct
assumpti on.

Q And if it is determ ned by a conpetent
authority that ConEd did not comply, | assune the
conpany would be anenable to a change?

A. (M. Crunrine) Assum ng the Commerce
Comm ssion told us to do something differently in
our tariffs, we would certainly conply.

Q Let's turn to your surrebuttal testimony.



10

11

12

13

14

15

16

17

18

19

20

21

22

819

And the subject here is the ALM custonmer. Page 18

of your surrebuttal testimony, surrebuttal, |ine
399, at line 399 you begin a sentence that in
essence says that |1 EC s proposal would create an

opportunity for customers to choose between two
rates. If that is in fact not what IIEC is
proposi ng, and M. Dauphinais has not had an
opportunity to testify since your rebuttal

testinony, if he meant to substitute one proposal

for the other instead of offer them both, then would
you agree that lines 399 through 410 woul d not be
applicable to this proposal ?

A. (M. Crunrine) Wthout hearing exactly how
M. Dauphinais mght clarify what he really meant,
it is hard for nme to answer how | would change that
sentence. We can't agree to a blanket change when
t he hypothetical is a little bit vague.

Q I am not asking you to agree to a bl anket
change. The specific change that | am proposing is
t hat instead of proposing an option of A and B he
proposes his A instead of your A.

A. (M. Crunrine) |If he is really only
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proposi ng one alternative, our criticismthat he is
proposing two alternatives would appear to be
i nval i d.

Q Thank you. But since he hasn't done that
yet, let's talk about what's here. Let's | ook at
line 385. There you describe M. Dauphinais'
testinony as follows: That he asserts that his
proposal would elimnate the need for the existing
inefficient Rider CLR approach. Do you disagree
with his description since you put it in quotes?

A. (M. Crunrine) No, we put it in quotes to
make it clear that it was a quote and not a summary
or interpretation of what he said.

Q Okay. And woul d his proposal elimnate the
need for Rider CLR?

A (M. Crunrine) No.

Q And you say the choices under his proposal
are service under the CPP-H auction as Option 1 or
service under his proposal. Does the CPP-H auction
option include the application of Rider CLR?

A. (M. Crunrine) Yes, any customer on

ComEd' S system regardl ess of whom they take
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service, supply service, whether it be a RES or
ComEd is eligible to take service under Rider CLR

Q And it is -- | interpret your previous
answers to that even under his proposal you woul d
still need Rider CLR?

A. (M. Crunrine) That's correct. Every
ot her customer that is not on an hourly product
woul d need to have that structure avail abl e.

Q So that the only custonmers who would not be
Ri der CLR woul d be those who woul d be affected by
his proposal for self-generating customers?

A. (M. Crunrine) | amnot really sure how
you do Mr. Dauphinais' proposal without Rider CLR
even for the hourly product customers, because the
capacity costs incurred is to recover both capacity
and ancillary. And as | sit here | am not sure that
you woul dn't have to in some way refer to CLR, but
that is not a thorough evaluation because we have
not done that.

Q Under Rider CLR customers pay for capacity
and | ater receive rebates for capacity not needed to

serve their load, is that a description of how CLR
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wor ks ?

A. (M. Crunrine) No, Rider CLR is an
opportunity offered to customers who want to provide
interruptible load to the system so that they can
get, in fact, get paid for reducing their | oad. It
Is a credit mechanismentirely where the revenues
fl ow back to the customers.

Q And the revenues flowi ng back to the
customer is what?

A. (M. Crunrine) MWhatever PJM s payment to
ComEd is for reducing that | oad.

Q And PIJM s paynent to ConEd is based on
what ?

A (M. Crunrine) It is based on the PIJM
auction in the spring.

Q Aucti on of what?

A. (M. Crunrine) Capacity.

Q So the customer gets back PJM s auction
costs through ComEd, capacity auction?

A (M. Crunrine) In a sinplified form yes.

JUDGE WALLACE: In a simplified --

A. Form
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Q At line 393 you say it is unclear whether
Ri der CLR woul d result in higher bills to an ALM
customer than M. Dauphinais' proposal. Do you see
t hat?

A, (M. Crunrine) Yes.

Q Woul d you agree that it is also unclear
whet her ALM customers taking service under CPP-H and
Rider CLR will pay nmore or |less than the cost of
capacity that they actually cause?

A (M. Crunrine) | ama little confused by

your use of the term "cost of capacity that they
actually cause."

Q | am sorry, capacity costs that they
actually cause?

A. (M. Crunrine) They are going to get
charged under the demand charge and they will get
credit under Rider CLR, and because those are not --
nobody has ever said -- we have never said that they
were going to be an exact perfect dollar match. The
credit could be a little bit higher or a little bit

| ower than what happened in the auction that

acquired the capacity. So it could be a little bit
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hi gher, it could be a little bit |ower based on the
PJM auction for capacity that occurs after ConEd
acquires it in the CPP-H charge

Q Have you done any analysis that allows you
to say how much a little bit more or a little bit
| ess m ght be?

A. (M. Crunrine) No.

Q So it could be more than just a little?

A. (M. Crunrine) G ven the fact that we are
going to be procuring capacity in general in |ate
Januarys and the PJM auctions are run in the spring,
Il find it difficult to think that there is going to
be a high probability of |arge deviations. They are
not perfectly contenmporaneous but they are awfully
cl ose. | woul d expect themto in general produce
reasonably close results, but they could be higher,
could be | ower.

Q And how much higher or |ower, we really
can't tell?

A (M. Crunrine) That's the study that we
haven't done.

MR. REDDI CK: That's all. Thank you.
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for lunch, come back here at 1:32.
(Wher eupon the hearing
was in recess for |unch

until 1:32 p.m)

825

we br eak
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AFTERNOON SESSI ON

(Wher eupon the proceedi ngs are now
bei ng stenographically reported by
Laurel A. Patkes.)
JUDGE WALLACE: Let's go back on the record.
| believe we left off with M. Feeley.

MR. Gl ORDANO: Your Honor, could | make one

request?

JUDGE WALLACE: Go ahead.

MR. Gl ORDANOC: Thank you. | just neglected to

move for the adm ssion of BOMA Cross Exhibit 5, and

l'd like to move for the adm ssion of BOMA Cross

Exhi bit 5.

JUDGE WALLACE: Okay. |If there's no objection,

BOVA Cross Exhibit 5 is admtted.

M .

(Wher eupon BOMA Cross Exhibit 5
was adm tted into evidence at this
time.)

MR. FEELEY: Good afternoon, M. Alongi and

Crumrine. M name is John Feeley, and

represent staff of the Comm ssion.
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CROSS- EXAM NATI ON
BY MR. FEELEY:

Q | direct your attention to your
surrebuttal testimony; in particular, Page 21, Lines
470 through 473.

Do you have that?

A.  (BY MR. ALONGI): Yes.

Q On those lines, you state that only those
expenses and revenues that are within the
definitions and formulae for a cal cul ati on of that
AAF in Rider CPP will be included in that
cal cul ation, and there's a reference to
Exhi bit 13.0, and attached to 13.0 is Exhibit 13.2.

MR. RATNASWAMY: Just to be clear, M. Feeley,
are you asking about 13.2 Revised?

MR. FEELEY: Yes.

Q Is it clear froma review of Exhibit 13.2
Revi sed whi ch expenses would be included within the
definitions and formula for calculation of the AAF
in Rider CPP?

A. (BY MR. ALONGI ) : | think we need 13.2

Revi sed. | don't have it on me. I m splaced it.
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Al ongi .)

A.  (BY MR. ALONGI): 13.2 Revised identifies
t he FERC accounts in which expenses, revenues will
be recorded for the conponents of the Rider CPP-AAF
cal cul ati on.

Q Okay. And | guess ny question is, is it
clear froma review of 13.2 Revised which expenses
woul d be included within the definitions and
formul ae for the calculation of that AAF in Rider
CCP?

A.  (BY MR. ALONGI): 13.2 does not identify
t he expenses thensel ves. It just identifies the
FERC accounts.

Q And looking at 13.2, in particular, FERC
Account 566, m scell aneous transm ssion expenses,
are all those expenses going into the AAF in Rider
CPP?

A.  (BY MR. ALONGI): No.

Q So just sonme of the expenses that show up
in that account are going into it?

A.  (BY MR. ALONGI): And only under certain
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circunstances, that's correct.

Q (BY MR. ALONGI): Okay. So if one | ooks at
Exhibit 13.2 Revised, it's not clear which expenses
are going to go into the AFF in Rider CPP?

A. (BY MR. ALONGI): The intent of 13.2
Revised is only to identify the FERC accounts in
whi ch expenses and revenues resulting fromthe AAF
will be recorded, so it's not intended to identify
t he expenses thensel ves.

Q But are all transm ssion expenses that show
up in FERC Account 566 going to go into the AAF in
Ri der CCP?

A.  (BY MR. ALONGI): No.

Q So just some of the expenses that are
recorded in that account, correct?

A. (BY MR. ALONGI): Just some and only under
certain conditions.

Q Okay. And Revised Exhibit 13.2 doesn't
identify which those some are or under what
circunstances, does it?

A.  (BY MR. ALONGI): No.

Q Pl ease direct your attention to Page 37 of
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your surrebuttal, particularly lines 863 through

867.
A.  (BY MR. ALONGI): Okay.
Q Do you have your testinmny there?
A.  (BY MR. ALONGlI): Yes, | do. |'mthere.
Q In this testinmony, is it correct that you

i ndi cate that you cannot unbundle the cost of
transm ssion and ancillary services that suppliers
must provide in the SFC to recover the cost through
Ri der TS- CPP?

A. (BY MR. ALONGI): That's correct. The full
requi rements electric supply that we book here
t hrough the auction will include certain
transm ssion services that we cannot unbundle from
that final clearing price

Q Okay. And going back to 13.2 Revised
agai n, Account 555 and 566, the first columm, post
AE under CDU, do you see that there?

A.  (BY MR. ALONGI): Yes.

Q If they can't be unbundl ed, how are you
going to unbundle the costs to record in Account

566, m scell aneous transm ssion expenses, to be
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recovered through the CDU in the AAF as reflected on
this Exhibit 13.2 Revised?

A.  (BY MR. ALONGI): In the circunmstance in
which there is a default and ComEd can procure
directly fromPJM, we would flow those ancillary
transm ssion services through the AAF.

Q Okay. On Exhibit 13.2 Revised, the default
woul d be the CF colum, right?

A.  (BY MR. ALONGI): Yes.

Q Okay. But if you look at the CDU col um,
it's showing the same split as you just tal ked about
In the contingency factor colum, so there's been an
unbundl i ng there, correct?

A (BY MR. ALONGI ) : It's separately procured.

JUDGE WALLACE: You're too soft-spoken. You
need to get really close to the m crophone.

Q So the transm ssion expenses are being
separately procured even under the CDU?

A. (BY MR. ALONGI): That's correct.

Q | direct your attention to Pages 23 through
24 of your surrebuttal, Lines 528 to 537.

A.  (BY MR. ALONGI): Okay.
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Q Your testimony there, you talk about the
proposed annual reporting process in lieu of an
annual docketed reconciliation proceeding that ConmEd
has proposed that each year, Comm ssion staff would
receive informati on supplied annually by ComEd and
within six nonths issue a report to the Comm ssion
regarding the need for a formal Comm ssion
I nvestigation.

I's that your testimony on those |ines?

A.  (BY MR. ALONGI): Yes.

Q Okay. What information would ComEd supply
annual ly?

A. (BY MR. ALONGI): | may defer part of this
answer to Mr. Waden who will testify to the
accounting of the AAF, but we would supply data with
respect to the expenses and revenues that fl ow
t hrough the AAF through the prior year.

Q And Mr. Waden you think will be able to
answer that same type of question, perhaps give more
detail ?

A.  (BY MR. ALONGI): Yes.

Q And how would staff be able to determ ne
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i nvestigation based upon information that ComEd
provi ded?

A. (BY MR. ALONGI ) : If staff found a
conmput ational error or expenses or revenues that
either were flowed through the AAF when they should
not have been or possibly some costs that should
have been that were not.

Q And the information that ComEd woul d
provi de would allow staff to make that type of
determ nation that the wrong costs may have fl owed
t hrough the AAF, sufficient detail to make that
determ nati on?

A.  (BY MR. ALONGI): Il will defer to
M. Waden.

Q Wuld a party other than staff be able to
recommend to the Conm ssion that a fornmal
I nvestigation be initiated?

A. (BY MR. ALONGI): | believe the answer is
yes.

Q So parties other than staff would have

informati on avail able to make that type of
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determ nati on?

A. (BY MR. ALONGI): If the information
provided to staff is public, then other parties
could use that information.

Quite frankly, 1 don't recall if it was
avail abl e publicly or not.

Q | didn't hear that |ast part.

A. (BY MR. ALONGI): Quite frankly, | was not
sure if the information submtted in the annual
reports would be public.

If it is, other parties would have access
to it.

Q Still in the surrebuttal testimony, Lines
714 through 727, the testinony at those lines is
al so addressing the AAF filing issue, correct?

A.  (BY MR. ALONGI): I'"msorry. \Where are you
at ?

Q Li nes 714 through 727.

A. (BY MR. ALONGI): Yes. And the question
was - -

Q The testinony there is tal king about an AAF

filing i ssue between staff and ConEd.
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"1l ask a different question.

Is it basically the company's position that
AAF, in particular, original sheets 269 and 291,
that it states that ComEd proposes to submt to the
Comm ssion as an informational filing the applicable
AAFs and supporting work papers at | east three
busi ness days prior to the start of the monthly
billing period to which they are applied?

A.  (BY MR. ALONGI): Yes.

Q And staff's position with regard to that
i ssue would you agree is as follows: That the three
busi ness days does not provide staff sufficient time
to conplete a review. | s that one of the staff's
| ssues - -

A.  (BY MR. ALONGI): Yes.

Q Also, that it's also staff's position that
the monthly AAF informational filings should be
post mar ked by the 20th day of the filing month?

A. (BY MR. ALONGI): That's staff's position,
that's correct.

Q Okay. Now, in your rebuttal testinony

after seeing M. Knepler's testinmny, ComEd still
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proposes three business day filing period for the
AAF informational filing and rejects staff's 20th
day filing proposal, correct?

A. (BY MR. ALONGI ) : That's correct.

Q And in your rebuttal testimony you cite
some reasons for why ComEd cannot file its AAF
informational filing on the 20th, and that's at
Lines 34 through 35, or I'"'msorry, Pages 34 through
357

A. (BY MR. ALONGI): That's correct.

Q Okay. And one of the reasons at Line 730
Is that's due to ComEd's current nmonth accounting
cl ose process?

A.  (BY MR. ALONGI): That's one of the
consi derations, yes.

Q And another reason is at Line 731 which is
availability of the components of the cal cul ation?

A (BY MR. ALONGI): That's correct.

Q And anot her reason stated is that ConEd
needs to extensively test any changes in its billing
system prior to the first day of the cycle?

A. (BY MR. ALONGI): That's correct.



10

11

12

13

14

15

16

17

18

19

20

21

22

837

Q Okay. |Is that a correct sunmary of all the
reasons for not filing the AAF informational filing
on the 20th as staff requests?

A. (BY MR. ALONGI ) : That and the time that it
takes to actually process the filing itself. Those
i dentify the main reasons.

Q Due to the time that it takes to process
the filing, there's a built-in two-month |ag of
actual costs and revenue, is that correct?

A. (BY MR. ALONGI): Correct.

Q And for example, the March 2007 filing
woul d reflect actual data for the nonth of
January 20077

A.  (BY MR. ALONGI): Correct, the nmonthly
billing period.

Q And staff in its rebuttal testimny propose
t hat ComEd could use -- strike that.

Staff in response to your testinony
proposed that ComEd could use a three-nonth |ag
rat her than a two-nonth |ag, correct?
A. (BY MR. ALONGI): That was a proposal, yes.

Q But ComEd doesn't accept that proposal,
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correct?

A. (BY MR. ALONGI): Correct.

Q And has ComkEd offered any comprom se
proposal other than its original position as stated
in your direct testimony?

A.  (BY MR. ALONGI): No.

Q Are you aware that in terms of monthly PGA
filings that four Illinois gas utilities, in
particular, Illinois Gas Conpany, Amerenl P,

I nterstate Power Conpany, and South Beloit Water and
Gas use a three-month | ag of actual data in the
computation of their monthly PGA filings?

A. (BY MR. ALONGI): ' m not aware of that.

Q Do you agree that a three-nonth |lag would
all ow ConmkEd additional time to conplete its
accounting close process?

A.  (BY MR. ALONGI): Yes.

Q Do you agree that a three-nonth |lag would
provi de ComkEd additional time so that the conponents
of that calculation are readily avail abl e?

A. (BY MR. ALONGI): It would allow sufficient

time, yes.
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Q And do you agree that a three-nonth |ag
woul d provide additional time for ComEd to
extensively test its billing system?

A.  (BY MR. ALONGI): Yes.

Q | direct your attention to Lines 54 through
57 of your surrebuttal testinony.

A.  (BY MR. ALONGI): Okay.

Q The testinony there states that the
remai ni ng proposal should not or cannot be accepted
sometimes for technical reasons but in some
i nstances because the proposals are not consistent
with basic ratemaking principles or with the
obj ectives of Rider CPP.

Do you see your testimony there?

A.  (BY MR. ALONGI): Yes.

Q \What's the technical reason why a
three-month | ag could not be i mplemented?

A.  (BY MR. ALONGI): This particular section
of testimony is speaking generically about a number
of different proposals but not specifically about
the filing, the timng of the informational filings

each nmont h.
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Q So there's no technical reason for why a
three-month | ag could not be inmplemented?

A. (BY MR. ALONGI): | think it's nore
financial than technical.

Q And is there a basic ratemaking principle
t hat would be violated if the three-month | ag was
I mpl ement ed?

A (BY MR. ALONGI): Timely recovery of cost.

Q Did you review the testimony of
Ms. Juracek, her surrebuttal testimony in this
docket ?

A. (BY MR. ALONGI): Not in great detail.

Q Do you recall in her testimny where she
stated that all ComEd has ever wanted to acconplish
t hrough the accuracy assurance mechanismin Rider
CPP is to recover true costs, no nore, no |less? Do
you remenber that in her testinony?

A.  (BY MR. ALONGI): Not in particular but I
agree with it.

Q Okay. How does the adoption of a
three-month | ag prevent ComEd fromrecovering its

true costs?
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A.  (BY MR. ALONGI): The time value of noney.

Q And that being that revenues or expenses
incurred in one month aren't going to show up unti
three months | ater on, correct?

A. (BY MR. ALONGI): As opposed to two,
correct.

Q But woul d you agree that once you get three
months into the tariffs being into effect, money is
comng in?

A. (BY MR. ALONGI): It's a one-time delay so
to speak.

Q Are you famliar with the filing made by
the Ameren Companies in their procurement dockets?

A.  (BY MR. ALONGI): Again, not in great
detail .

Q Do you know whet her the Ameren Conpani es
have agreed to make its monthly informational filing

by the 20th day of the filing nmonth?

A. (BY MR. ALONGI): Yes, | believe they have
agreed.
Q | direct your attention still in your

surrebuttal to Line 5009.
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A.  (BY MR. ALONGI): Okay.

Q And in particular, well, at Lines 509
t hrough 512, you state that staff asserts that the
Comm ssi on post 2006 initiative procurement working
groups goal transparency should be extended to
annual reconciliation proceedings.

The cite is given, and then you ask the
question, "Is the AAF calcul ation process
transparent ?"

Do you see that in your testinony?

A.  (BY MR. ALONGI): Yes.

Q And you respond that it is transparent.
The revised formulae are set forth in ComEd
Exhibit 13.1.

Do you see that?

A.  (BY MR. ALONGI): Yes.

Q Now, you specifically refer to the revised
formula set forth in Exhibit 13.1.

Were the original formulae filed on
February 25, 2005 not transparent?

A. (BY MR. ALONGI): No, they were transparent

in the same manner as the fornula, revised formul a
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in Exhibit 13.1.

Q And is it your position that the
conpetitive procurenment process is transparent?

A.  (BY MR. ALONGI): VYes.

Q And when you referred to the revised
formul ae set forth in ComEd Exhibit 13.1, were you
specifically referring to original sheets Sheet Nos.
291 through 294?

A.  (BY MR. ALONGI): Yes.

Q | direct your attention, still on the same
page, on Lines 515 and 516, you state, "lndeed, it
I's uncl ear how an annual docketed proceedi ng could
or would make the cal cul ati ons any nore
transparent .

My question to you is how does the fornul ae
denmonstrate that the actual auction results were
translated into the correct rates?

A.  (BY MR. ALONGI): It gives you the basis
fromwhich to evaluate the data that went into the
formul a.

Q So you need to | ook at the data that goes

into the formula to determne that it's transparent,
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correct?
A. (BY MR. CRUVMRI NE): Not necessarily. I f |
could clarify that just a bit.

The translation mechanismitself is
separate and apart fromthe nonthly filings for the
AAF.

The transl ation mechani sm and the resulting
ratios that will set retail charges are known to al
parties nonths in advance before the auction even
occurs.

So when the auction is run and the wi nning
bi ds are announced, ConmEd averages those prices and,
usi ng those same ratios that every stakehol der has
available to them will just be calculating rates
off of those ratios.

So the translation mechanismto set rates
is separate and apart fromthe nonthly true-up
mechani smthat we're tal king about in the AAM, in
t he accuracy assurance mechani sm,

Q Well, | guess I'lIl ask a different
gquestion.

How does the fornmul ae demonstrate that the
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actual auction results were correctly put into the
formul ae as a result of incorrect rates?

A.  (BY MR. CRUMRINE): Again, that's where |
was goi ng back to the -- the translation mechanism
that sets the rates in the first place are known in
advance of the auction, and they directly
transl ate what those ratios are available to all
st akehol ders with public information. Resul ts
com ng out of the auction will be public in terms of
the prices, and it's merely a wei ght averagi ng of
the prices times the ratios.

So the equations and the mechanisns in the
tariff that set the rates com ng out of the auction
are going to be highly transparent then to the
st akehol ders.

Q Wth respect to Rider CPP, in order to make
a correct calcul ation, would you agree that that's
only possi ble when the inputs to the fornmula are
correct?

A.  (BY MR. ALONGI): Yes.

Q And a correct calculation will only occur

when the mat hemati cal operations are performed
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correctly?

A.  (BY MR. ALONGI): Yes.

Q And the resulting rate -- strike that.

Woul d you agree that an annual docket
reconciliation proceeding would provide a voice for
other interested parties to express their interests,
what ever they may be?

A.  (BY MR. ALONGI): | think ComEd al so
proposed to have annual, | think they're called
wor kshops to provide a forum for inmprovenment.

Q But do you agree that an annual docket
reconciliation would provide a forum for other
interested parties to express their opinions?

A. (BY MR. CRUMRINE): Could you clarify what
opi nions that you'd be seeking in that docket?

Q  \What disputes over the charges, whether the
charges were correct, did they follow the formnulas,
did the correct costs go into the formul as.

A. (BY MR. CRUMRI NE) : |'m sorry but we're
sometimes tal king about two different things. W're
tal ki ng about setting the charges com ng out of the

auctions that will be based on spreadsheets that
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wi Il be known to people. They can verify the
cal cul ations, and they'll be known to al
st akehol ders i n advance so that when the auction is
run five nmonths |ater, everybody will be able to see
very clearly that ComkEd transl ated those charges
correctly.

That's separate and apart fromthe annual
report that ComEd has commtted to file for the AAF
t hat we propose to show in sufficient detail for
staff to verify that the right costs and right
revenues went through the right accounts.

And |'m sorry but sometimes |I'm getting
confused when we tal k about rates versus the AAF,
and | tend to distinguish those two very different
processes, and | don't want confusion to result from
t hat answer .

Q Well, with respect to the AAF, woul d you
agree that an annual docketed reconciliation
proceedi ng would provide a forumto settle disputed
I ssues?

A. (BY MR. CRUMRI NE): What kind of disputed

I ssues are you suggesting?
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Q  \Whether customers, the anounts that
customers pay to ComEd were the correct amounts.

A. (BY MR. CRUMRINE): All we're suggesting is
that you don't need a formal docket to do that.
We're providing an annual report going to staff and
avail able to others, but you don't automatically
need to go into a docket to do that.

Q But a docketed proceedi ng would provide a
forum to settle disputed issues, correct? It's an
alternative to what ComEd proposes?

A. (BY MR. CRUMRI NE) : It's an alternative to
what we're proposing, yes.

Q And would you agree that an annual docketed
reconciliation proceedi ng would validate the
openness of the conpetitive procurement process?

A.  (BY MR. CRUMRI NE) : | don't think you need
a docket to validate that transparency.

Q Would you agree that during the existence
of ConkEd's fuel adjustment clause, ComEd
participated in annual FAC reconciliations?

A. (BY MR. CRUMRINE): That's correct.

Q And do you know whether in Aneren's
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procurement docket the Ameren Conpani es have agreed
to annual docketed reconciliation proceedi ngs?

A.  (BY MR. CRUMRINE): | believe they have.

Q " m al nost done here.

Li nes 544 through 546, do you see that
testinony there?

A.  (BY MR. CRUMRI NE): Yes.

Q There's a reference to an unnecessarily
burdensome process each year.

Do you see that?

A.  (BY MR. CRUMRI NE): Yes.

Q Does ConEd find the filing of annual
corporate income tax returns to be a burden?

A.  (BY MR. CRUMRINE): | think you'd have to
ask the people that file our inconme taxes.

Q Do you believe filing reports with FERC are
a burden?

A.  (BY MR. CRUMRINE): | don't know that |
woul d characterize them as a burden. There's
certain requirements of our business.

Q Are you famliar with the Sarbannes Oxl ey

Act ?
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A (BY MR. CRUMRINE): Only generically.

Q Do you believe whether filing reports to
conply with the Sarbannes Oxl ey Act are a burden?

A. (BY MR. CRUMRI NE) : | don't know whet her
woul d characterize it that way. I know that that's
caused a | ot of companies to spend a | ot of money
and a | ot of effort, but whether we would call that
a burden or just another |egislative requirement is
open for debate.

MR. FEELEY: That's all | have, thank you.

JUDGE WALLACE: Redirect ?

MR. RATNASWAMY: Yes, Your Honor.

REDI RECT EXAM NATI ON

BY MR. RATNASWAMY:

Q What is an I CC Form 21?

A.  (BY MR. CRUMRINE): My understanding, it is
t he annual report that Comkd files with the Illinois
Commerce Conm ssion with certain categories of
revenues, costs, and assets defined that ComEd
reports each year its results and the proper
accounting results for that year.

Q Does the I CC each year open an automatic
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docketed proceeding to review the accuracy of the
Form 217?

A.  (BY MR. CRUMRI NE): No.

Q What's a FERC Form 1?

A, (BY MRR. CRUMRINE): It's a report simlar
to the Form 21 that ComkEd files each year with the
FERC t hat again has categories of accounts that must
be reported, and ComEd reports its revenues,
expenses and bal ance sheet itenms and other rel ated
information in that report.

Q Does FERC each year open an automatic
docketed proceeding to review the accuracy of the
Form 17

A.  (BY MR. CRUMRI NE): No.

Q Okay. Go back to the questions that you
wer e asked by counsel for CES related to -- | know
it's Lines 307 to 308 but | forgot which testimony
it was. | believe it's the direct.

Do you have Lines 308 of your direct?
A.  (BY MR. CRUMRI NE): Yes.
Q One of the questions you were asked is --

and | don't have this verbatim -- what happens if
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that critical |ink does not exist.
Do you remenber that?

A.  Yes, | do.

Q And among the things you said in response
to that answer, did you say the utility may not
incur all of its costs?

A. (BY MR. CRUMRINE): | believe | m sspoke
and said the word incur.

What | meant to say was that the utility
may not recover all of its costs.

Q Wth regard to Exhibit 13.2 Revised, do you
have that?

A.  (BY MR. CRUMRINE): Yes.

Q Does the fact that there is an X mark in
the AE colum and the Account 566 row mean that it
I's your intention to attenpt to unbundle the prices
charged by suppliers under the SFCs resulting from
t he auction?

A.  (BY MR. ALONGI): No.

Q You were asked by M. Feeley some questions
about the timng of the filing of the monthly

i nformational reports related to the AAF.
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A.  (BY MR. ALONGI): Yes.

Q If the report is filed with the staff three

busi ness days in advance as you proposed and the
staff identifies an error after the bills have

al ready gone out, does that mean there is nothing
staff or ComEd can do about the error?

A (BY MR. ALONGI ) : The error would result

a different AAF factor in the next month through the

AB conmponent.

Q You were asked al so some questions by
M. Feeley in which there was a reference to the
accounting close

Do you recall those?

A.  (BY MR. ALONGI): Yes.

Q Okay. In brief, what does that term nean,
accounting close? 1Is that a M. Waden question?

A.  (BY MR. ALONGI): That's a M. Waden
gquestion.

Q You were asked some questions al so by
M. Feel ey about the three-nmonth versus two-month

| ag, and you referred to there being a one-tinme
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del ay.
Do you recall that?
A. Yes.
Q Is it correct that the one-time del ay

relates to any particul ar AAF?

A.  (BY MR. ALONGI): No.

Q If you could explain to nme then, as the
process works forward with the three-month [ ag that
is proposed by staff, wouldn't whatever the
corrections are that are to be made for the relevant
billing period always occur one month | ater than
they would with the two-nonth | ag?

A. (BY MR. ALONGI ) : That's correct.

Q And those corrections could be corrections
t hat favor customers in the sense of the AAF being,
in effect, a credit?

A.  (BY MR. ALONGI): Yes.

Q l'"d like to direct your attention to your
surrebuttal , Page 21.

You were asked some questions by M. Feeley
relating to the need to have data inputs be correct

as well as for conputations to be correct.
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Do you recall that?
A.  (BY MR. ALONGI): Yes.
Q I's the | anguage that is proposed on Lines
454 to 464 of your surrebuttal intended to permt
staff and the Comm ssion to review whether the data
I nputs and the math are correct for the AAF?
A.  (BY MR. ALONGI): Yes.
Q You were asked | believe by M. Reddick
some questions about the ALM credits.
M. Crunrine, is there a correction you
want to make on that?
A. (BY MR. CRUVMRINE): Yes. It's a subtlety
but | realize in my attenmpt to be simple, | was a
little bit inaccurate.
| characterized the ALM credits as being
received by ConmkEd directly from PJM when, in fact,
the way we have structured the hourly auction, those
credits will be paid to the suppliers of the hourly
product who will then in turn pass themon to ComEd
who will then credit customers.
Q |"'m sorry. If I could return to the

previ ous subject for one nore monment.
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I's there anything in the proposed Rider CPP
as revised including in your surrebuttal which would
prevent the staff or another party from proposing
that a docket be opened to review the correctness of
the math and data inputs referred to on Page 21 of
your surrebuttal?

A.  (BY MR. ALONGI): No.

Q You were asked some questions by
M. G ordano related to nonresidential space heating
customers.

Do you recall that?

A.  (BY MR. CRUMRINE): Yes.

Q In light of those questions and the
i nformati on which you' ve previously discussed on
t hat subject, what is your belief regardi ng whether
ConmEd' s proposed tariffs treat those customers
fairly?

A.  (BY MR. CRUMRINE): We believe that they
are being treated fairly because just like all the
ot her custoners that would be in the annual auction,
t hey woul d be paying a market-based price based on

their | oad shape, and to the extent that their | oad
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shape was more or |ess favorable or provided a nore
or |less favorable price based on that market price,
t hey woul d be paying accordingly, and we believe
that that is a fair way to treat all customers in

t hat annual product auction.

Q Ckay. This is the |last subject.

You were asked by M. Rosen sone questions
regardi ng ComkEd's capabilities and the ability of
ot her Exel on business units in relation to portfolio
managenment .

Do you remenber that?

A.  (BY MR. CRUMRINE): Yes.

Q What is your understanding of why ComEd has
proposed the particular conpetitive procurenment
process that it has proposed in this proceedi ng?

A.  (BY MR. CRUMRINE): Stated sinmply, ComEd
bel i eves that the auction process that it's
proposing is the best mechanismfor it to procure
power from whol esal e suppliers and provide the best
possible price to consumers.

MR. RATNASWAMY: | have no further questions on

redirect, Your Honor.
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JUDGE WALLACE: Does anyone have any recross?

MR. ROSEN: " m sort of confused, Your Honor.
On the one hand, my questions on that subject were
sust ai ned. It seens to nme that he's opened the door
back up.

MR. RATNASWAMY: Your Honor, there was between
four to six questions asked by M. Rosen on that
subject that were allowed into evidence before the

of fer of proof.

MR. ROSEN: | don't remember asking that
subj ect.

JUDGE WALLACE: Well, if you have questions,
ask them. Then we'll see

MR. ROSEN: " 11 wait.

JUDGE WALLACE: Do you have questions?
MR. Gl ORDANO: No, Your Honor.
JUDGE WALLACE: All right. Go ahead.
RECROSS- EXAM NATI ON
BY MR. ROSEN
Q Okay. |Is one of the reasons why you think
t his auction proposal is the best way of going is

t hat you believe that ComEd | acks the people who can
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go out and purchase electricity and manage a
portfolio wi thout the use of an auction?

A.  (BY MR. CRUMRINE): No. That's not one of
the maj or consi derations.

Q And why is that -- because ConkEd does have
the skill and capability of going out and acquiring
electricity and managi ng a power portfolio in your
opi ni on?

A. (BY MR. CRUMRI NE): No. That aspect was
really only a m nor consideration.

Maj or consi derations were questions
relating to what the best mechanism was for ComEd to
procure power in the whol esale market and get it at
t he best possible price, and those were the major
consi derations.

The consi derati ons about where particul ar
talents reside today in Exelon was only a snmall
consideration in that overall picture

Q Well, do you think that ComEd utilizing its
resources or the resources of any of its affiliates
or sister corporations does have the talent and the

skills and the ability to acquire power on its own
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and manage a power portfolio?

A. (BY MR. CRUMRI NE) : ' m not sure how an
affiliate manages a power portfolio on behalf of
ConEd that is going to involve the auction wi nners
and other things |ike that. | don't know how t hat
wor Ks.

Q All right. Let me restate the question.

Do you think that the individuals that are
empl oyed by either Comonweal th Edi son or Exel on or
its affiliates has had the skills and the
capabilities of acquiring electricity without the
auction in managing its own portfolio?

A. (BY MR. CRUMRI NE) : | presunme they do
because that's what they're doing today.

MR. ROSEN: Thank you.

EXAM NATI ON
BY JUDGE WALLACE:

Q M. Crunrine, you indicated in your
surrebuttal testinmny that ConmkEd is not willing to
continue to offer the |ISS service.

Consi der a hypothetical . | f more and nore

residential customers switch, what are they going to
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come back to if they have to come back to ConEd?
A. (BY MR. CRUVRINE): The IIS service itself,
we will still offer that service. We will just not

offer it as a separately procured and separately

priced service. The bundled tariffs, we'll provide
t hat.

They will come back to the bl ended product.
They will be able to return to that. \Whenever

they're dropped by the supplier or if they
affirmati vely decide to come back to the supplier,
they will just come back to the bl ended product.

So the service is being provided. W just
don't need to procure it and price it separately
i ke we do today.

Q All right. And so you're not really
di sputing that you would have a provider of |ast
resort requirement?

A.  (BY MR. CRUWMRINE): As to whether it's a
requi rement or not, |I'lIl leave that to the | awyers,
but for all practical purposes, we have an avail able
tariff for interimsupply service to every one of

our customers.
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It may be priced differently, again,
dependi ng upon what they're eligible for, but we do
offer POLR service to every one of your customers.

Q And you've offered I guess what you've
descri bed as concessions or agreenments to various
parties' ternms but you've offered that as a package,
right?

A. (BY MR. CRUMRI NE): Are you talking about
the group of items that M. McNeil referred to in
his surrebuttal ?

Q. Yes.

A.  (BY MR. CRUMRINE): Yes, that's correct.

Q Are you taking the position that the
Comm ssion has to take all of that package or none
of it?

A.  (BY MR. CRUMRINE): W are reconmmendi ng
that the Comm ssion take the package or none of it.

Q And you would agree that this is not I|ike
the market value cases where if the Comm ssion
suggests or recommends changes that ComEd or Anmeren
or IP at the time could reject those changes?

A.  (BY MR. CRUMRINE): Again, |'mnot a
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| awyer .

My sense is those are changes that are
within the Comm ssion's jurisdiction and ability to
make.

We're just recommendi ng that they be
accepted as a package or that our prior position be
our recommended position.

Q And then on Page 33 of your rebuttal
testinony, the content of monthly AAF filings, |I'm
concerned that this item should be resolved in this
docket, and |I'm not sure why you would not want to
come up with a solution.

A. (BY MR. CRUMRI NE) : | think what our view

Q | mean, you indicate that you'll work with
staff, but it doesn't sound like you would want to
do it in this docket.

Woul dn't it be better to conmplete that at
this time?

A (BY MR. CRUMRINE): Personally, I'm a
bi gger believer that if you can deal with people

outside of a docketed proceeding that you have
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greater flexibility in discussions and working with
them You can nore easily give and take, and we
felt that that could be done informally.

Especially as we go through this and
ultimately find out what the Conm ssion's fina
determ nations are, those will in some cases as |
under st and, you know, not being an accountant but as
| understand it, some of the Comm ssion's decisions
may drive different treatments in the accounting or
t he number of sub-accounts and things |ike that.

And we just felt that it would be better to
be able to work in a |less formal manner directly
with staff once we know everything we need to know
froman accounting standpoint so that we can give
themall the detail that they want, as much as
detail as we can reasonably provide.

JUDGE WALLACE: Okay. Thank you, M. Crunrine
and Mr. Alongi. You may step down.
(Wtnesses excused.)

JUDGE WALLACE: | suppose we shoul d take
M. Waden.

Rai se your right hand.
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(Whereupon the witness was sworn by Judge
Wal | ace.)
JUDGE WALLACE: M . Rat naswany?
MR. RATNASWAMY: Good afternoon.
KEVI N J. WADEN
called as a witness herein, on behal f of
Commonweal t h Edi son Company, having been first duly
sworn on his oath, was exam ned and testified as
follows:
DI RECT EXAM NATI ON
BY MR. RATNASWAMY:
Q State your name and business address
A. My name is Kevin J. (Wa-d-e-n), and ny
busi ness address is 3 Lincoln Center, Oakbrook
Terrace, Illinois.
Q And in what capacity are you enpl oyed and
by whonf
A "' m enpl oyed by EED or Exel on Energy
Delivery as the director of financial reporting and
accounting research.
Q Did you prepare or cause to prepare under

your direction, supervision and control surrebuttal
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testimony to be submtted in the proceedi ng which
you are testifying today?

A. Yes, | have.

Q And if | were to ask you the questions that
appear in that testinony today, would you give the
answers that appear in that testinony?

A.  Yes, | woul d.

Q And woul d that surrebuttal testinony of
ComEd, Exhibit 22.0, be Docket File No. 614877

A. That's correct.

MR. RATNASWAMY:  Your Honor, I1'll nmove the
adm ssion of Commonweal t h Edi son Conmpany
Exhibit 22.0 in Docket File No. 61487.

JUDGE WALLACE: Any objection?

Heari ng none, ComEd Exhibit 22.0 is

adm tted.
(Wher eupon ConEd Exhibit 22.0 was adm tted
into evidence at this time.)

JUDGE WALLACE: Ms. Scarsella, do you have sonme
Cross?

MS. SCARSELLA: Just a few questions.

JUDGE WALLACE: Go ahead, pl ease
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MS. SCARSELLA: Good afternoon.

THE W TNESS: Good afternoon.

MS. SCARSELLA: My name is Carla Scarsella, and
| represent staff of the Illinois Commerce
Commi ssion in this proceeding, and | just have a
coupl e of questions for you.

CROSS- EXAM NATI ON
BY MS. SCARSELLA:

Q You address that portion of staff w tness
Sel vaggi o's rebuttal testinony that relates to the
revenue and cost accounts and sub-accounts that
shoul d be included as conmponents of the CPP rate,
correct?

A. That's correct.

Q Referring to your surrebuttal testimony,
Page 2, Lines 31 to 32, do you have that before you?

A. Yes, | do.

Q All right. You testify that, and | quote,
"When those sub-accounts are created, ConEd will
promptly informstaff and discuss any concerns, if
any, that staff may have,"” correct?

A. Yes.
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Q \What resource would staff have if after
raising its concerns with Comed staff continues to
di sagree with ComEd' s proposed accounts?

A. | think it would be very unlikely that we
woul d not be able to come to an agreenment with
staff.

Q But it's a possibility that staff could not
agree after discussions with ComEd with the proposed
accounts?

A | believe it's a possibility but | would
put a | ow probability around that.

Q Well, should that | ow probability occur,
what recourse would staff have in that event?

A |"massum ng that they could start with
somet hing nore formal and set up a proceeding if
necessary.

Q But ot her than staff, would any other party
be able to have access to know what revenues and
expenses were being included within the definitions
and formul ae for calculation of the AAF in Rider
CPP?

A.  As part of our process where we are going
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to file on a nonthly basis, the calculation will be
public information.

Q And it would specify the revenue and
expenses?

A.  Any appropriate |level of detail.

Q And who's to determ ne the appropriate
| evel of detail?

A.  The actual report that will be provided has
not been created as of this point intime, so it's
hard for me to answer that question.

Q Woul d the sub-accounts be included?

A.  Again, we have not created that report. | f
the staff thought that that would be a val uable
pi ece of information, we would consider that in
drafting the report.

Q Referring to Page 6, Lines 121 through 124
of your surrebuttal testimony, you testify in part,
and | quote, "Only those expenses and revenues in
the accounts identified in ComEd Exhibit 13.2
Revised that are within the definitions and fornul ae
for calculation of the AAF in Rider CPP will be

i ncluded in that cal cul ati on. " |s that correct?
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A. Yes.
Q In preparing your testinony, you obviously
revi ewed Exhibit 13.2 Revised?
A Yes, | did.
Q Wwell, 13.2. | don't know if it was revised
by the time you filed surrebuttal.

But is it clear from a review of ComEd
Exhibit 13.2 Revised which expenses would be
included within the definitions and formul ae for
cal cul ation of the AAF in Rider CPP?

A. That was not the intention of Exhibit 13.2
Revi sed.

Exhi bit 13.2 Revised was set to limt the
accounts that we will be using. The FERC chart of
accounts has a number of other accounts which wil]l
not be part of the cal cul ation.

So what we were attenpting to do with that
exhibit is to narrow and allow staff to see
directionally where we were going.

Q So basically, you wouldn't be able to
determ ne from that schedul e which expenses woul d be

i ncluded within the definitions and fornul ae for
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t hat cal cul ati on?

A. No, nor was that the intention of the
exhi bit.

Q Now, these are a couple questions left over
fromthe exam nation of M. Alongi and M. Crunrine
and they deferred to you so | will ask them of you.

Regarding the information that ComEd
intends to supply in its annual report, what
i nformati on basically would be supplied?

A. Again, we need to determ ne what the report
will ook Ilike and we'll work with staff to do that,
but the intention would be to identify the
appropri ate expenses that we are incurring as part
of the auction process as well as the revenues that
we bill to our customers.

Q Based on this information, would staff or
any other party who received it determ ne whet her
there was a need for a formal Comm ssion
i nvestigation? Wuld there be enough?

A | can't speak to what the staff would need
or anyone else would need, but we believe it will be

a public document. The staff will have the ability



10

11

12

13

14

15

16

17

18

19

20

21

22

872
to ask questions of us, and we'll provide, as
appropriate, the data to support if necessary.

MS. SCARSELLA: Staff has no further questions.

JUDGE WALLACE: Any redirect?

MR. RATNASWAMY: Yes, Your Honor.

REDI RECT EXAM NATI ON

BY MR. RATNASWAMY:

Q M. Waden, what is the Uniform System of
Account s?

A.  The Uniform System of Accounts is
established by the Federal Energy Regul atory
Comm ssion, and it establishes all of the different
accounts that are kind of the buckets if you wil
for the non-accountants in the room where a conpany
is a required to record expenses, revenues, assets
and liabilities on its income statement or bal ance
sheet .

Q Does the Uniform System of Accounts specify
sub-accounts?

A In limted cases it does but normally it
does not .

Q How many sub-accounts does ComEd have in
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Its accounting systent?

A. | don't have an exact figure but it's
several hundred.

Q How many of them were the product of a
formal proceeding before either the FERC or the |CC?

A. None to my know edge.

Q You indicated that Exhibit 13.2 in response
to a question by Ms. Scarsella does not indicate
whi ch expenses and revenues are intended to pass
t hrough the AAF, is that right?

A. That's correct.

Q \Where does one | ook for the definitions of
what revenues and expenses are expected to pass
t hrough?

A Definitions should be within the tariffs
where we've defined the different revenues and
expenses.

MR. RATNASWAMY: No further questions, Your
Honor .

JUDGE WALLACE: Any recross?

MS. SCARSELLA: No, Your Honor.

JUDGE WALLACE: Okay. Thanks, M. Waden. You
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may step down.
(Wtness excused.)

JUDGE WALLACE: Let's take a few m nutes break
and then we'll get to Mr. Childress and
M. Brookover.
(Recess taken.)

JUDGE WALLACE: M. Giordano?

MR. Gl ORDANC: Yes, Your Honor. They're
al ready sworn?

JUDGE WALLACE: Oh, raise your right hand.

(Whereupon the witnesses were sworn by
Judge Wal | ace.)
T. J. BROOKOVER & KRI STOV CHI LDRESS
called as witnesses herein, on behalf of BOMA,
havi ng been first duly sworn on their oath, were
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR. Gl ORDANO:

Q M . Brookover, please state your name and
busi ness addresses?

A. (BY MR. BROOKOVER): T.J. Brookover, One

North Wacker, Chicago, Illinois 60606.
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And who are your enpl oyers?
(BY MR. BROOKOVER): The John Buck Conpany.

And what's your position there?

> O > O

(BY MR. BROOKOVER) : Seni or vice president
and director of property managenent.

Q M. Childress, please state your name and
addr ess?

A.  (BY MR. CHILDRESS): Kristov M Childress,
360 North M chigan Avenue, Suite 1005, Chicago
I1linois 60601.

Q And your enployer and position with that
company?

A. (BY MR. CHI LDRESS) : GED Corp. ' m the
technical director.

Q  Thank you.

Now, if | would show you BOMA Exhibit 2.0,

this is the direct panel testimony of T. J.
Brookover and Kristov M Childress on behalf of the
Bui | di ng Owners and Managers Associ ation of Chicago,
and | ask you the same questions today, would your
answers be the?

A.  (BY MR. BROOKOVER): Yes. W would like to
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submt two changes though to that exhibit.

Q Okay. And what are those?

A.  (BY MR. BROOKOVER): The first can be found
on Page 13, Line 271. The second word should read
"risers" and not "riders."

And on Page 23, we would like to renopve in
their entirety Lines 487 through 507.

Q Now, other than those changes, if | would
ask you the same questions in BOMA Exhibit 2.0
t oday, would your answers be the sane?

A. (BY MR. BROOKOVER): Yes, they woul d.

Q | show you Exhibit 2.1. This is a cost
conparison for randomy selected electric space
heati ng customers under current ComEd bundl ed rates
for electricity and supply and delivery versus an
esti mated unbundled bill in 2007.

Was this prepared by you or under your
supervi sion?

A. (BY MR. CHI LDRESS) : Yes, it is.

Q | show you Exhibit 2.2. These are the data
sources and assunptions used in BOMA Exhibit 2.1.

Was this prepared by you or under your
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supervi sion?

A. (BY MR. CHI LDRESS) : Yes, it was.

MR. GIORDANO: W th that 1'd Iike to move for
the adm ssion of BOMA Exhibits 2.0 through 2. 2.

JUDGE WALLACE: Any objection?

Heari ng none, BOMA Exhibits 2.0, 2.1, and
2.2 are adm tted.
(Wher eupon BOMA Exhibits 2.0, 2.1 and
2.2 were admtted into evidence at
this time.)

Q BY MR. Gl ORDANO:. You al so have rebutt al
testinmony in this docket, correct?

A. (BY MR. BROOK): Yes, we do.

Q l'"d like to refer to BOMA Exhibit 4.0, the
rebuttal panel testimony of T. J. Brookover and
Kristov M Childress, and ask you if you were asked
t he same questions today would your answers be the
same?

A. (BY MR. CHI LDRESS) : Yes, with the
foll owi ng changes:

On Page 12, Line 265, should begin with the

word "to" so that it reads "to continue to provide
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On Page 14 on Line 300, strike the next to

the |l ast word, "that", so
expect the.

On Page 14, Line

| ast word, definitions, strike the "s

that it reads now to

311, the fourth fromthe

so it reads

definition, a single definition of P periods.

And on Page 17,
m ddl e of the sentence to
even if the CPP-B rate is
Q Ct her than those
you the same questions in

woul d your answers be the

Line 380, change CPP in the

CPP-B so that it reads
extended.

changes, if | were to ask
BOMA Exhi bit 4.0 today,

same?

A.  (BY MR. CHILDRESS): Yes.

A. (BY MR. BROOKOVER): Yes, they woul d.

Q | show you what's been marked as BOMA

Exhibit 4.1. This is a cost conmparison for randomy

selected electric space heating and nonel ectric

space heating custonmers under current ComEd bundl ed

rates for electricity supply and delivery versus an

esti mat ed unbundl ed bill

of $50 per megawatt hour.

in 2007 at an auction price
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Was this prepared by you or under your
supervi sion?

A.  (BY MR. CHILDRESS): Yes, it was.

A.  (BY MR. BROOKOVER): Yes.

Q | show you Exhibit BOVA 4.2 which is the
data sources and assunptions used i n BOVA
Exhibit 4.1.

Was this prepared by you or under your
supervi sion?

A (BY MR. CHI LDRESS) : Yes.

A. (BY MR. BROOKOVER) : Yes, it was.

Q And finally, I show you BOMA Exhibit 4.3
entitled "Cal cul ating order of magnitude estimates
of incremental effects of ConmEd's proposed m gration
risk factors."

Was this prepared by you or under your
supervi sion?

A.  (BY MR. CHILDRESS): Yes, it was.

A. (BY MR. BROOKOVER): Yes.

MR. GIORDANO: 1'd like to move for the
adm ssion of BOMA Exhibits 4.0 through 4.3 and

tender these witnesses for cross-exam nation.
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JUDGE WALLACE: Any objections to those
exhi bits?

Heari ng none, BOMA Exhibit 4.0, 4.1, 4.2
and 4.3 are admtted.
(Wher eupon BOMA Exhi bits 4.0, 4.1 and
4.2 were admtted into evidence at
this time.)

JUDGE WALLACE: Who has cross of this panel --

MR. RATNASWAMY: | do.

JUDGE WALLACE: M. Ratnaswamnmy, go ahead.

Pl ease use your m kes.

MR. RATNASWAMY: | do have somewhat | ess
because you struck that one Q and A.

MR. Gl ORDANO: Okay. Good.

CROSS- EXAM NATI ON
BY MR. RATNASWAMY:

Q If I could direct your attention,
gentlemen, to lines 26 to 28 of your direct
testinony. This is intended to be a clarifying
gquestion.

When you refer to line item expense there,

are you tal king about operating expenses?
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A (BY MR. BROOKOVER) : That's correct.

Q If I could direct your attention to Lines
276 to 280 of your direct

Is it correct that when you refer to
average rate increases -- again, I'msorry, this is
intended just to clarify -- that you were talking
about increases in a bundled bill?

A. (BY MR. CHI LDRESS) : Yes, that's true, a
bundl ed, current bundled, traditional bundl ed
electricity bill, yes.

Q All right. And is that also true of, if I
may characterize it this way, the revised analysis
you presented in your rebuttal?

A.  (BY MR. CHI LDRESS) : One nmore tinme.

MR. Gl ORDANO: Obj ecti on. | think we need a
definition of bundled bill

MR. RATNASWAMY: | think the question was
answered, but let ne try it this way.

Q In Line 279, you're saying something is
going up 17.6 percent to 46.5 percent.

What is that thing which is increasing by

17.6 to 46.5 percent?
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A.  (BY MR. CHI LDRESS) : Our projection of the
increase in the bill of a customer conmparing from
current bundl ed rates under these rates and riders
to what we are projecting would be the case under
t he assunmptions made in our analysis post 2006.

Q And when you presented an additional
analysis in rebuttal, were you again conmparing those
same things?

A. (BY MR. CHI LDRESS) : In each case, it was
comparing to the current bundled bills.

Q All right. If I could direct your
attention to BOMA Exhibit 2.2, the footnote.

In the context of this document, what did
apparent irregularities mean?

A. (BY MR. CHI LDRESS) : | avoided a few cases
when a customer would have what | woul d consider an
unusual bill.

The case that comes to mnd is we had some
bills or some data | had | ooked at where there, for
exampl e, was a |arge amount of non-peak usage in an
account that was predom nantly peak and off peak;

just if there was something that seemed very unusua
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about that and seemed out of normfor the customers
at this time.

Q All right. Ws that a judgnent you made

based on a review of the bill and nothing other than
the bill?

A. (BY MR. CHI LDRESS) : Well, | shouldn't say
the bill. | used the data, in those cases, the data

was from ComEd's customer transition charge
hi stori cal data.

Q You did not investigate further the reasons
for any of the irregularities you're referring to?

A (BY MR. CHI LDRESS) : No, and | think I can
only think of one case when that was -- there was
only one bill or one analysis that | dropped an
account for that reason.

Q Did you performthe analysis with that data
point or data set in it as well?

A (BY MR. CHI LDRESS) : '"'msorry. One nore
time.

Q Did you performthe analysis with that data
poi nt al so included?

A.  (BY MR. CHI LDRESS) : | don't recall doing
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t hat. | believe | excluded that before I even began
perform ng the analysis.

Q Okay. And with regard to BOMA Exhibit 4.2,
the term apparent irregularities is also used.

A.  (BY MR. CHI LDRESS): Yes, and | believe it
was in reference to the same case because |
considered 4.2 to be a continuation so |I used the
same basic notes on that.

Q In your direct testimony, if we could go
back to that, please, Lines 219 to 225, is the
definition of rate shock that you use there based on
any particular |egal provision, Comm ssion order,
any ot her outside source?

A.  (BY MR. BROOKOVER): It's not.

Q Okay. Do you see in Lines 222 through 225
where you state, "While few customers i magi ne that
prices for commodities can remai n unchanged forever,
t hey do not expect an abrupt and extreme change in
prices that causes them significant financi al
di stress.”

Do you see that?

A. (BY MR. BROOKOVER) : VWhich |ines again?



10

11

12

13

14

15

16

17

18

19

20

21

22

885

Q 222 through 225.

A.  (BY MR. BROOKOVER): | see it.

Q Do you agree that nonresidential customers
t hat have consi dered taking services from regi ona
electric suppliers or considered taking service
under the PPO do take into account the fact that
ComEd' s bundl ed rates have been frozen and will be
frozen through 20067

A. (BY MR. BROOKOVER) : | don't know that they
take that into account.

Q If I could direct your attention to Lines
344 through 355 of your direct testimony.

Do you agree that in those lines, you are

di scussi ng nonresidential customers searching out
| ower cost electricity supply options?

A.  (BY MR. BROOKOVER): W Il you repeat the
guestion?

Q Sur e.

Do you agree that in those lines, you are

di scussing the subject of nonresidential custonmers
searching out | ower cost electricity supply options?

A. (BY MR. BROOKOVER): Yeah, that's correct.
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Q And would you agree that on Line 351
t hrough 353, you do state when these decisions are
made, the decision-mker takes into account the fact
t hat ComEd's bundl ed rates have been frozen and wl
be frozen through 20067

A. (BY MR. BROOKOVER) : Yes.

Q  \When you refer to the decision-mker in
t hat sentence, who or what do you mean?

A. (BY MR. BROOKOVER): The decision-maker in
this case could either be a building owner or
manager representing a building owner or a
consul tant representing a building owner or a
bui | di ng manager.

Q Did the work papers that you produced in
di scovery in this case include any survey data or
sim |l ar data regardi ng what customers do or do not
expect in terms of changes in rates?

A.  (BY MR. BROOKOVER): It did not include it.

Q Would you agree that your definition of
rate shock which you referred to in response to an
earlier question does not include any conponent of

how | ong the existing rates have been in effect?
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A.  (BY MR. BROOKOVER) : It doesn't include a

conponent of how |l ong the existing rates have been

in effect.
Q " m sorry. | didn't hear that.
A.  (BY MR. BROOKOVER) : It doesn't include

t hat conponent .
Q It does not?
A.  (BY MR. BROOKOVER): No.
Q Okay.
And woul d you agree that it also does not
i ncl ude any conponent for whether the existing rates
are frozen by |aw?
A. (BY MR. CHI LDRESS) : "' m not sure
under st and t hat questi on.
When you say component, can you clarify?
Q Sur e.
Does your definition have any criterion,
conponent, clause, phrase, qualifier of any kind
t hat takes into account whether the existing rates
are frozen by |aw?
A. (BY MR. CHI LDRESS) : Can you refer me back

to the Iines that you went back to?
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Q Sur e. The definition of --
A. (BY MR. CHI LDRESS) : 2207
Q | believe it's 219 through 225.
A (BY MR. CHI LDRESS) : Okay. And repeat the
question if you would one more tine.
Q. Sur e.

Does the definition contain any conponent,
cl ause, factor, criterion or qualifier related to
whet her the existing rates are frozen by | aw?

A. (BY MR. CHILDRESS): No, it does not.
Q Is either of you know edgeabl e on the
subj ect of ComEd's distribution planning criteria?
A. (BY MR. BROOKOVER) : | am not .
A.  (BY MR. CHILDRESS): Nor am .
Q If you could turn to your rebuttal, please.

Were you here during the cross-exam nation
that M. G ordano conducted of M. Crunrine and
M. Al ongi?

A. (BY MR. CHI LDRESS) : Yes, | was.
Q Do you agree that under Rider 25 as to the

charge for space heating other than heating with

light, the charges are the | ower of the charge
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stated in cents per kilowatt hour or the otherw se
applicabl e charges?

A.  (BY MR. CHILDRESS): Yes, we do.

Q And t he otherw se applicable charges woul d
typically include a combination of demand and energy
charges, is that correct?

A.  (BY MR. CHI LDRESS) : May | refer to the
tariff itself just to clarify that point?

Q Sur e. | have a copy if you need it.

A. (BY MR. CHI LDRESS) : Yeah if you woul d,

t hat woul d be great.
(Whereupon M. Ratnaswamy handed the
document to M. Childress.)

A.  (BY MR. CHI LDRESS): And the question you
wer e asking was -- can you clarify that one nore
time?

Q Would the otherwi se applicabl e charges
typically contain a combination of demand and energy
charges?

A.  (BY MR. CHI LDRESS) : | don't see that
explicitly specified in the tariff, but it is

reasonabl e that those would be there if |I'mreading
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the tariff correctly here.

MR. RATNASWAMY: |If | could mark this just to
confirmit. | believe this would be ComEd Cross
Exhi bit 7.

(Wher eupon ComkEd Cross Exhibit 7 was marked
for identification as of this date.)

Q Do you recogni ze ConmeEd Cross Exhibit 7?

(BY MR. CHI LDRESS) : Yes, | do.

Q Okay. Does that refresh your recollection
as to whether the otherw se applicable charges
typically contain a combination of demand and energy
charges?

A. (BY MR. CHI LDRESS) : As | said, yes, that's
my under st andi ng

Q If I could direct your attention in your
rebuttal to Lines 90 and 92, do you recall being
asked a data request asking for the grounds of --
["msorry. 1'll showit to you.

"1l mark this as ComEd Cross Exhibit 8.
(Wher eupon ComEd Cross Exhibit 8 was marked
for identification as of this date.)

Q Do you recogni ze ComeEd Cross Exhibit 8?
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A.  (BY MR. CHILDRESS): Yes, | do.

Q Would you agree that you were asked there
what is the cost basis -- |I'm sorry. Let me start
over.

Woul d you agree that the data request,
referring you to Lines 90 to 92 of your rebuttal,
asks you what is the cost basis for the current

exenption that you refer to on those |Iines?

A. (BY MR. CHI LDRESS) : ['"m sorry. One nore
time. | didn't follow the question.

Q Well, let me try to make it a little
shorter.

Woul d you agree that this data request asks
you what is the cost basis that you refer to on
Lines 90 to 927

A.  (BY MR. CHI LDRESS): Yes, it does.

Q And did you intend the answer that you
supplied to be a conplete and accurate answer?

A. (BY MR. CHI LDRESS) : This response was |
think just an effort to reference an earlier fina
order docket. | don't believe it was an effort to

outline every detail and answer on that question.
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Q Have you reviewed that order?

A. (BY MR. CHI LDRESS) : No, | personally have
not reviewed that order. |'m not an attorney.

Q Has Mr. Brookover reviewed that order?

A. (BY MR. BROOKOVER) : | have not.

Q If I could refer you to your rebuttal
Lines 163 through 262. |'"'m sorry. That's quite a
| engt hy section. | actually only have one question
about it.

Woul d you agree that you do not know t he
l'i kel i hood that bidders in the proposed auctions
will factor in a premumfor mgration risks in
their bid?

A.  (BY MR. BROOKOVER): Define bidders.

JUDGE WALLACE: Answer the question, please.

A.  (BY MR. BROOKOVER): We don't know what
will be factored in.

Q Wth regard to Lines 211 through 213, is it
correct that there you state, "As we di scussed
previously, the key point is that it is reasonable
to expect significantly | ess uncertainty concerning

the size of ComEd's electricity supply post 2006."
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A.  (BY MR. CHILDRESS): W did write that,
yes.

Q Okay. And is it correct that you were
asked a data request that asked you for all grounds
for that statement, and you indicated that all
grounds were the grounds stated in your testimony?

A.  (BY MR. CHILDRESS): Yes, that's correct.

Q If you could turn back to your direct
Li nes 407 to 421.

What assumptions, if any, does your direct
testi nony make of whether the market index
met hodol ogy that you reference there would take into
account the supplier forward contracts resulting
from the proposed auctions?

A. (BY MR. CHI LDRESS) : We were not really
| ooking at it in that respect. W were considering
the PPO-M to be based on the traditional PPO M
met hodol ogy, and it would be based on supplier
forward or supplier prices that would have been
publ i shed on Platt's or |ICE or another exchange as
it's specified in the tariff.

Q Are you stating that it was your assunption
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that the existing indices would continue to be used?

A. (BY MR. CHI LDRESS) : W thin the
specifications of the tariff. I was involved in the
settlement discussions, and | know that it is
possible in the future for other indices to be
proposed and to be approved by the Illinois Conmmerce
Comm ssi on.

Q Is it within your know edge and experience
to know whether those indices would include the
supplier forward contracts in their data?

A. (BY MR. CHI LDRESS) : No, | don't know
anything that said that that would be the case. |
haven't seen anything to the effect that that would
be the case. | don't know that that's true.

Q Are you saying they would not be or are you
saying you don't know whether they would be?

A. (BY MR. CHI LDRESS) : | have not seen
anything that would indicate that they would be.

No, | don't know.

Q And simlarly, with regard to the neutral

fact-finder nmethodol ogy, what assunption, if any,

does your direct testimny make about whether the
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neutral fact-finder would take into account the
contracts resulting fromthe proposed auctions?

A.  (BY MR. CHI LDRESS) : | would give the same
answer. We don't know that that would be the case.

Q Are you famliar with the grounds stated by
the Illinois Comnmerce Comm ssion in its orders when
it nmoved fromthe NFF met hodol ogy to the market
I ndex met hodol ogy?

A. (BY MR. CHI LDRESS) : That was before either
of our times as we say, so only in a very general
sense from di scussions |ater; nothing specific.

Q What is your understanding, if you have
one, of whether the I CC found that the neutral
fact-finder methodol ogy was fl awed?

A. That's been ny understanding, that the
PPO-M replaced the neutral fact-finder methodol ogy
because there were flaws in it.

Q | recognize you renoved a question and
answer from your testinony.

Does the removal of that question and
answer indicate that you are making any different

recommendati ons than you previously were making?



10

11

12

13

14

15

16

17

18

19

20

21

22

scope of

896

MR. Gl ORDANO: Objection. [It's beyond the

the testinmony. They've removed it, and

today was the day that obviously they were sworn in

and testified.

JUDGE WALLACE: Well, | think the answer is

obvi ous but the objection is overrul ed.

W TNESS CHI LDRESS: Wbul d you rephrase the

question one nore time so | make sure | understand

it?

wi t hout

MR. RATNASWAMY: Let me try it another way.

Q

Are your recommendations any different

t hat question and answer than they were

previously?

A

(BY MR. CHILDRESS): No. We would still be

supportive

direct,

5517

Q

A

Q
A

Q

If I could direct your attention to your

Li nes 552 to 561.

(BY MR. CHI LDRESS) : I'"msorry. 552 to
552 to 561.
(BY MR. CHI LDRESS) : Oh, I'"m sorry.

And if you could sinultaneously take a | ook
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in your rebuttal at Lines 452 to 471, is any of your
testinony regarding Rider |ISS intended to contend
t hat ComEd has a | egal obligation to offer Rider |ISS
as a separately tariffed service?

MR. Gl ORDANO: Objection. It calls for a |egal
conclusion froma nonl awyer.

MR. RATNASWAMY: | think that's not correct.
" masking themif their testinmony is making a | egal
concl usi on.

If they want to say, no or that's correct,

great .

JUDGE WALLACE: Overrul ed.

A. (BY MR. CHI LDRESS) : Nei t her M. Brookover
nor | are attorneys, and we are not venturing a
| egal opi nion.

MR. RATNASWAMY: No further questions.

JUDGE WALLACE: Anyone else have cross of this
panel ?

MR. RATNASWAMY: |"msorry, Your Honor.
Al t hough | do not intend to nove ConmEd Cross
Exhibit 7, | am now nmoving ComEd Cross Exhibit 8

i nto evi dence.
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JUDGE WALLACE: Okay. You're not nmoving 77?
MR. RATNASWAMY: That's correct, sir; just 8.
JUDGE WALLACE: Any objection to Comkd Cross
Exhi bit No. 8?
MR. Gl ORDANO: No objection.

JUDGE WALLACE: ConEd Cross Exhibit No. 8 is

adm tted.
(Whereupon ComEd Cross Exhibit 8 was
admtted into evidence at this time.)
JUDGE WALLACE: | thought someone el se had sonme
Cross.

MR. FEELEY: We have no cross

JUDGE WALLACE: Any redirect?

MR. Gl ORDANO: | have a few questions on
redirect.

JUDGE WALLACE: Go ahead.

MR. Gl ORDANO: Thank you, Your Honor.

REDI RECT EXAM NATI ON

BY MR. Gl ORDANOC:

Q Just to be clear, M. Ratnaswanmy asked you
guesti ons about what you were conparing making a

bundl ed rate compari son.
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Can you pl ease explain exactly what you did
in your analysis and what you were conparing to
what ?

A.  (BY MR. CHILDRESS): MWhat | did is what |
do very commonly in analysis that | do as part of ny
job is | was conparing, based on historical data on
a randomy selective group of accounts, what their
charges are or would be under current ComEd bundl ed
rates, what M. MNeil calls traditional bundl ed
rates, the current Rider 25 and general service
rates to what we project those costs would be based
on the output of ComEd's worksheets or the PRI SM
wor ksheets for translation of auction prices into
customer charges and al so based on a 17.78 percent
projected increase in delivery service charges from
what they are currently, and that was to project the
post 2006 expected charges for these customers as
conparison to what they would be now under ConEd's
bundl ed rat es.

Q And you also were asked a sim | ar question
about your rebuttal testimny of what you conpared

to what.
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Can you please explain that?

A. (BY MR. CHI LDRESS) : The anal ysis was done
the same. The only el aboration on the conparison
was that in addition to the nonresidential space
heati ng accounts that | analyzed in conjunction with
my direct testimony that were summarized in
Exhibit 2.1, | also analyzed in a conparable manner
a group of nonelectric space heating accounts using
t he appropriate bundled rates currently in effect
and then conmparing those using the same set of
assunptions.

And | also did it in this case only on a
$50 per megawatt hour basis so that | could show a
conparison on the projected effect of the change in
rates on nonresidential space heat accounts and
non-space heating accounts, nonresidential non-space
heati ng accounts.

Q Now, you were al so asked questions about
irregularities, and you answered that as a result of
irregularities, there was an account that you didn't
consider in your anal ysis?

A. (BY MR. CHI LDRESS) : That's correct.
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account into

your anal ysis, would that have changed your basic

conclusions that the average esti mated

for nonresidential space heating customers woul d be

27 percent compared to an average rate increase for

t he nonresi dential non-space heating customers of

approxi mately 16 percent?

A.  (BY MR. CHI LDRESS):

| do not believe it

woul d have had a substantive effect.

Obvi ously, a

di fferent account would yield a somewhat different

number, but | don't believe

it would have had any

substantive effect on that analysis.

Q Now, M. Brookover,

you were asked

gquesti ons about not including a component of how

|l ong the existing rates have been in effect in your

definition of rate shock.

Why did you not include such a component i

your definition of rate shock?

A.  (BY MR. BROOKOVER) :

sharp increases from one year

constitutes shock regardl ess of,

rates had been frozen prior

Agai n,

to that

| believe that

to the next

you know, how | ong

time.

rate increase

n
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So steep increases from year to year create
t he shock, not necessarily what's occurred prior up
to that time.

Q Now, you were al so asked questions about
the tariff, the nonresidential space heating tariff
Ri der 25, and whether or not there could be a demand
charge under certain conditions.

In your experience, have you ever seen the
demand charge apply to a Rider 25 customer?

A. (BY MR. CHI LDRESS) : | have never seen
that. | have | ooked at thousands of months between
ConmEd' s power path and the customer transition
charge cal culations and bills, and | do not recal
ever seeing a month in which there was a specific
demand charge for space heating usage

Q Now, you were al so asked questions about
Ri der PPO.

What is your position on what tariff should
be in place for Rider PPO at the end of the
transition period?

A. (BY MR. CHI LDRESS) : We believe that the

Ri der PPO-M should be continued post transition
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Q W thout change?

A.  (BY MR. CHILDRESS): W thout change except
those that are specified in the tariff in terms of
| ooki ng at alternate indices as | specify.

Q That would be a change in the tariff or
that's already in the tariff?

A. (BY MR. CHI LDRESS) : No, as currently in
the tariff, as currently defined in the tariff.

MR. Gl ORDANO: Thank you, Your Honor. | have
no further questions.

JUDGE WALLACE: Any recross?

MR. RATNASWAMY: No, sir.

EXAM NATI ON
BY JUDGE WALLACE:

Q If you gentlemen are recommending the
continuation of the PPO, are you al so recomendi ng
that the Comm ssion undertake additional market
value or we would have to have another round of the
mar ket val ue i ndex?

A. (BY MR. CHI LDRESS) : Well, as someone who

participated in the |l ast round of the market value



10

11

12

13

14

15

16

17

18

19

20

21

22

i ndex,

obvi ously would be a decision of
to whet her

JUDGE WALLACE

| would not advocate somet hing,

t hey deem t hat

necessary or

Thank you.

You may step down.

(W tnesses excused.)

JUDGE WALLACE: M.

MR. TOWNSEND:

pur poses of

behal f

Coal it

don't

JUDGE WALLACE

Bol I i nger?

of Peoples Energy Services Corp,

i on of Energy Suppliers.

904

but that

t he Comm ssion as

not .

Chris Townsend appearing for

t he exam nation of M. Bollinger on

not the

We call witness Wayne Bol |l i nger,

believe he's been sworn yet, Your

rai se your right hand.

MR. FEELEY:

Okay.

and |

Honor .

Remai n st andi ng and

(Whereupon the wi tness was sworn by Judge

Wal | ace.)

Judge Wal | ace

one question.

Comed and staff have a stipulation that

we'd |ike to get in the

this is a bad time, but

we get

into the direct

record. | don't

if we could do

of

this witness.

it

know i f

now bef ore
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MR. TOWNSEND: | don't have a problemwith
t hat, Your Honor.

JUDGE WALLACE: Okay. \What's the stipulation?

MR. FEELEY: The stipul ati on between staff and
ConEd is to certain amendments to portions of
Original Sheet No. 269 as filed by ComEd on
February 25, 2005.

We have copies of those, copies for the
court reporter.

In particular, it's to the first paragraph,
t he second sentence, and that's Sheet No. 269 and
the fourth paragraph, also the second sentence

JUDGE WALLACE: Why don't you let ne have a
| ook at that.

What staff witness would this be?

MR. FEELEY: It concerned staff w tness Knepler
and ConkEd witness Juracek and Al ongi and Crunrine
mostly Alongi and Crunrine.

MR. RATNASWAMY: And M. Crunrine has stayed in
case anyone wants to reopen cross of himon this.

MR. TOWNSEND: Can we take a | ook?

JUDGE WALLACE: Let's mark this as Joint
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Exhi bit No. 1.
(Wher eupon Joint Exhibit 1 was marked
for identification as of this date.)
JUDGE WALLACE: All right. If any of the
parties want to take more time, we can defer this --
| didn't know what this was going to be -- or do any

of the parties have objections?

MS. SATTER: l'"d like to have time to | ook at
it and see what it is. Maybe tonmorrow morning.
MR. TOWNSEND: Your Honor, |'m not sure that

all of the parties are actually in the roomright
now, so it m ght make sense for this to be served
upon the parties and provide an opportunity, if
people wanted to object, set a tine.
JUDGE WALLACE: Well, since we just passed it
out, let's defer it and go on with M. Bollinger.
MR. FEELEY: Thank you.

MR. TOWNSEND: Good afternoon, M. Bollinger.
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WAYNE BOLLI NGER
called as a witness herein, on behalf of Peoples
Energy Services Corporation, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MR. TOWNSEND

Q Coul d you pl ease state your name and spell
your | ast nane.

A. Wayne Bol linger (B-o-I-1-i-n-g-e-r).

Q And what is your position and enployer?

A I'"'mthe director of electric supply for
Peopl es Energy Services.

JUDGE WALLACE: Could you nmove closer to the
m ke?

Q Do you have before you a document | abel ed
PES Exhibit 1.0 entitled "Direct testimny of Wayne
Bollinger, P.E. on behalf of Peoples Energy Services
Corporation"” with a one-page attachment | abel ed PES
Exhibit 1.17?

A.  Yes, | do.

Q And do you have also before you another
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docunment | abel ed PES Exhibit 2.0 and entitl ed
"Rebuttal testimny of Wayne Bollinger, P.E. on
behal f of Peoples Energy Services Corporation"?

A Yes, | do.

Q Were these documents prepared by you or
under your direction and control ?

A. Yes, they were.

Q And do you intend for these documents to be
your prefiled testimony in this proceed?

A. Yes.

MR. TOWNSEND: Your Honor, these docunents were
filed timely via e-docket.

At this time, we would move for the

adm ssion of PES Exhibits 1.0, 1.1 and 2.0.

JUDGE WALLACE: MWhat was 1.1 again?

MR. TOWNSEND: It's an attachment to his
testinony entitled "Proposed Customer Grouping."

JUDGE WALLACE: Okay. Any objection to PES
Exhibits 1.0, 1.1, and 2.07?

MR. BERNET: No obj ection.

JUDGE WALLACE: What's your name?

MR. BERNET: Ri chard Bernet, Exel on Busi ness
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Servi ces Company, on behalf of Commonweal th Edi son.

JUDGE WALLACE: Have you entered an appearance
earlier?

MR. BERNET: | believe my appearance was
entered, yes.

JUDGE WALLACE: Ckay. And you're --

MS. BARRETT: Ronit Barrett on behal f of
M dwest Generati on.

JUDGE WALLACE: Hearing no objection, PES
Exhibits 1.0, 1.1, and 2.0 are adm tted.

(Wher eupon PES Exhibits 1.0, 1.1 and 2.0
were admtted into evidence at this time.)

MR. TOWNSEND: We tender the witness for
Cross-exam nati on.

JUDGE WALLACE: All right. Who has cross for
M. Bol linger?

MR. BERNET: ConEd.

JUDGE WALLACE: Go ahead.

MR. BERNET: Good afternoon, M. Bollinger.

Ri chard Bernet from Commonweal th Edi son Conpany.
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BY MR. BERNET:

Q I'"d like to direct your attention to Lines

154 to 157 of your direct testinony.

A. Yes, | have it.

Q You' re recommendi ng that the Conm ssion
elimnate the five-year contract fromthe bl ended
auction, isn't that right?

A.  That is correct.

Q You're also recommendi ng that the
Comm ssion elimnate the three-year contract from
t he bl ended auction too, right?

A. That is correct.

Q Directing your attention specifically to
Lines 159 to 163, and | quote, says, "Conkd's
proposal for a five-year contract as part of the
bl ended portfolio would inpact this group of
customers until 2012 unnecessarily retarding the
devel opment of conpetition for these customers.”

That's your testimony, right?

A. That is correct.

Q And then at Lines 184 through 187, you
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testify that given the |level of uncertainty in both
t he whol esale and retail markets, the Comm ssion
should not lock in a regulatory concept that
purports to set rates until the mddle of 2012.

That's your testimony?

A. Yes.

Q Let's assume the Conm ssion approved
ConmEd' s auction as proposed and that after ComEd
signed the five-year contracts, whol esale prices
went up an average of ten percent a year for each of
those five years, the first five years of the
contract .

In that scenario, customers would have
benefited from the CPP-B five-year auction, right?

A. That's a hypothetical question, and in that
gui se, yes, they would, but the market is the market
and very unpredictable.

Q But your answer to that question is yes?

A. Yes.

Q Thank you.

And in that situation, custonmers would have

benefited from conpetition, right?
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A.  They woul d have benefited fromthe initial
price set by the auction, yes.

Q Now, in the initial auction, only five
percent of the |oad for the CPP-bl ended auction is
bei ng acquired through a five-year contract, isn't
that right?

A. That is correct.

Q So when you tell the Comm ssion that it's
| ocking in a regulatory concept to set rates through
2012, that only applies to five percent of those
rates, right?

A.  There are other issues besides the 2012 but
that is correct. It's only five percent of the
supply.

Q So 95 percent of the supply would not be
| ocked in through 2012, right?

A. That is correct.

Q And, in fact, in ComkEd' s proposal, only
five percent of the | oad each year would be acquired
t hrough five-year contracts, isn't that right?

A. That's the proposal, yes.

Q And it's your testimony, directing you to
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Line 55 to 57 of your direct, it's your testinmny --
I|*"msorry, | apol ogize. It's your rebuttal

A. Oh, okay.

Q Lines 55 to 57.

Do you have that?

A. Yes.

Q It's your opinion that that will decrease
the Comm ssion's flexibility to develop alternative
products, right?

A. It could possibly decrease the Conm ssion's
flexibility.

Q Well, in Lines 55 through 57, you don't say
possi bly.

A. No .

Q. Correct?

A. That's correct.

Q It would decrease?

A. Correct.

Q And directing your attention to Lines 71
t hrough 73, you state that the first opportunity for
new aucti on products would not be until 2012, right?

A. That is correct.
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Q And that's because the Comm ssion would
have approved a five-year contract for five percent
of the load in the first year?

A Yeah. That last line in 73 where it talks
about future competitive declarations by ComEd could
be Iimted because you may not want it to interfere
with that five-year practice that's already been out
there that's already been approved to be supplied by
a supplier till 2012.

Q Ri ght . | know you give reasons but your
opinion is the first opportunity for the Conm ssion
to devel op new auction products would not occur
until 20127

A. Taking into account that possible
restriction, yes.

Q So is it your opinion, given the fact that
there will be five-year contracts in each of the
subsequent options, that the only opportunity the
Comm ssion has to make a deci sion about the
five-year contracts is right now in this docket?

A. No, not necessarily.

My concern is that the Comm ssion may
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consider that they'll place the suppliers at

regul atory risk by elimnating or by making a

decl aration or changing the product, whatever it

m ght be, the process m ght be, and put the
suppliers at risk, and they may not want to do that.

Q No, but you're saying that the Conm ssion
can't make a decision about changi ng products.

A Oh, no. They can make a deci si on whenever
t hey want to.

My concern is that this may be an i mportant
i ssue to them

Q Okay. So in your testimny at Lines 71
t hrough 73, you're not saying that the first
opportunity for new auction products would be 2012.
You're saying that there could be other reasons that
could change products before 2012.

A. Ri ght . In the contract that | put forward
here, and that is in ternms of the five-year product,
outside of the five-year product or any other type
of product, the Conmm ssion may decide to have a new
auction product or propose one.

Q So you're saying that someti me before 2012,
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the Comm ssion could come up with a new auction
product?

A. Possi bl y.

Q Well, is it your opinion that the
Comm ssion can do that?

A. Well, it has to be directed | guess by the
auction manager, and there has to be a set process
to do that.

Q But you're not saying that because the
Comm ssion is locking in a five-year product for
five percent of the load that its hands are tied?

A No, |' m not.

Q Okay. And you know that ComEd has proposed
an annual auction inmprovement workshop process to
provide a forum for ongoing discussions relating to
t hese issues and including the choice of the
products in the auction, right?

A. Yes.

Q And there's nothing in Comed's proposal
t hat woul d preclude the Comm ssion fromelim nating
the five-year product after the first auction?

A. No.
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Q Directing your attention to your direct
testinony, Lines 177 to 180.

A. | have it.

Q You testify that the five-year product wil
result in additional risk premums that will be
added to the whol esale cost by suppliers, right?

A. Yes.

Q And one of the reasons you give is because
| oad coul d be declared conpetitive during the
five-year term. This will result in additional
added risk prem unms, right?

A. Yes.

Q And the lack of a robust transparent
five-year market would also result in additiona
costs by the suppliers, right?

A Yes. Lack of discovery and liquidity, yes.

Q You also testify at lines 173 to 175 of
your direct that with the |longer time comm t ment,
suppliers likely would add additional risk prem ums
to their bids. Higher rates may be | ocked in for
five years.

That's your testimony?
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Q Your testimony contains no quantitative
analysis of how prices will be affected by these
factors, does it?

A. It does not.

Q And when you say higher prices, you're
tal ki ng about higher prices for consumers, right?

A. Incremental costs to the consunmer, yes.

Q And those consumers that are on CPP-B
service, right?

A.  That is correct.

Q Now, directing your attention to your
direct testinmony at Line 165.

A l'"'mthere.

Q You agree that a five-year product would
add another element of stability to the overal
rate, right?

A. Yes.

Q And when you say rate, you nmean the rates
charged to energy consumers, right?

A. That is correct, to the custonmers being

supplied by the procurement product.

918
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Q You'd agree that having a three-year term
in the whol esal e auction -- strike that.

You agree that a three-year forward
contract in the CPP-B auction would also add some
|l evel of stability, is that right?

A. It will levelize out the rate, yes.

Q Now, Peoples Energy Services Corporation
participated in the Comm ssion's workshops | ast
summer, the post 2006 initiative, is that right?

A. That is correct.

Q And you know that price stability is one of
the consensus items that was agreed upon by the
procurement working group?

A.  Yes. That was one of the items that came
out in the group.

Q And you know that -- have you read the I1CC
staff report as a result of that process?

A l"ve skinmmed it.

Q Do you know that the Comm ssion staff
stated that price stability is an important
consideration for all ratepayers large and small ?

A. Yes.
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Q Can you tell me -- you're recomendi ng that
customers in the 25 to 400 kW groupi ng have a
different auction in this case, right?

A.  That is correct. I'd like to have them be
separated out at their own auction.

Q l"msorry?

A. I"d like to have them separated out and
have them have their own auction product.

Q All right. And the products that would be
acquired by ConmEd under your proposal for that
auction would be one-year products, right?

A.  Yes, preferably.

Q Have you negotiated contracts with the
customers for RES supply?

A Yes.

Q Approximately how many?

A | ndi vi dual customers or -- we would have
pricing progranms for people as well. W can have
pricing programs for groups of customers as well.

So if | look at our entire book of
customers, you can say extending out that

relationship, it would be thousands.
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Q Over what period of time roughly?

A. | guess since 2004.

I know PES has been doing it before that
point in time but that's when it became a part of
PES.

Q Ckay. And | take it that you've had
experience negotiating contracts for RES supply for
customers in the 25 kWto 400 kW cl ass?

A. That is correct.

Q How many customers in that class?

A. Are you -- |I'm sorry. | didn't realize you
were differentiating between the different classes.
Are you?

Q Yeah, | mean in the class of custonmers that
woul d be 25 kWto 400 kW the class that you
identify in your testinmony.

A. Okay. Yes. | can say there's a couple
t housand customers in that class that we've
approached and of fered products to.

Q A couple thousand?

A Yes.

Q And can you give us an exanple of a
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customer that would fall into the | ower range of
t hat spectrunf

A. Sur e. Li ke, for exanple, 25 to 100
kil owatt customer, that m ght be |like a storefront
retail group, retail customer.

Q Li ke a mom and pop?

A. Yes.

Q And under your proposal, the electric
supplier for that custonmer for exanple would be
acquired through the auction in a one-year contract,
right?

A. Yes.

Q So there would be no three-year whol esal e
supply contract to stabilize prices for that
customer ?

A.  The price would be stabilized for the year,
t hrough the one year, yes.

Q Stabilized through the one year?

A. Yes.

Q But not a three year and not a five year,
correct?

A. That's correct.
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i nterested in

by a one-

cust omer

A.

If a customer,

year contract,

have under your

| f
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t hat customer was

more stability than what is provided

what option would that

pr

oposal ?

| guess that customer would have to | ook

for an alternative supplier.

Q A RES?

A A RES.

Q Would there be any other options?

A | think that probably would be it.

Q And t hat custonmer would have to make, if
they didn't sign up with you, they'd have to make a
deci sion about purchasing electricity every year,
right?

A. Yes, unless they searched alternative
products.

Q  Through a RES?

A.  Through a RES, right.

Q Now, customers in this class have had the
right to buy power from a RES for more than four

years now, haven't they,

A.

That's correct.

i n

I11inois?
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M. MNeil pointed out that only one percent of
customers in the class up to 400 kW had selected a
RES supplier, right?

A. That is correct.

Q Do you have any basis to dispute that?

A.  The number is pretty solid. This one
percent nunber ?

Q. Yes.

A. Those are nunbers that were provided by
ComEd in a data request.

Q But is that consistent with your
under st andi ng of the current market conditions in
ConmEd' s service territory?

A. Yes.

Q Under your proposal, the auction manager
woul d have to run a total of five auctions in the
first year, isn't that right?

A. How do you suppose five auctions?

Q l"'msorry. "1l direct your attention to
Peopl es Exhibit 1.1 where you're identifying the

vari ous products.

924
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Q

you to your

A

Q

Ri ght ,

so it

woul d be five.

Five auctions, right?

Yes.

Now,

Yes.

In that

in your

direct at

direct testinony, directing

Li nes 120 t hrough 132.

portion of your direct testinony,

you're suggesting to the Comm ssion that custoners

925

in the 25 to 400 kW grouping would be interested in

alternative products because you've identified a

conpari son of customers switching in gas supply,

that right?

A.

That

is correct; that they are exposed to

ot her products than gas, yes.

Q

cust onmer
A.
Q

cust omer

And you didn't provide any exanpl es of

data from any electricity market, right?

No.

Do you know whet her data concerning

switching was produced by ConEd in

connection with this case in discovery?

A

Q

Yes.

Yes,

it

was ?

S
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A. Yes, it was.

Q Now, isn't it true that Peoples will be
conpeting against the prices resulting fromthe
auction?

A. Yes, they will be and other suppliers as
wel |, other RESs.

Q Other RESs, but Peoples will be conpeting
agai nst whatever results from the auction, right?

A. Yes.

Q And t he higher the default products prices,
the greater the chance that Peoples will be able to
undercut that price, right?

A. That is correct.

Q Now, you testified that you've negotiated
t housands of contracts with RES custoners.

A l'"msorry. | probably m sspoke. We have
put out proposals to thousands of customers, and we
have contracts with a couple thousand customers.

Q Okay. Well, let's talk about the ones you
have contracts with, a couple thousand. Did you say
a couple thousand?

A. Yes.
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Q Okay. Are any of those customers on
five-year contracts?

A. No.

Q Are any of those customers on three-year
contracts?

A No.

Q Do you have any responsibility for
acquiring whol esal e power on behalf of Peoples?

A. Yes.

Q And how | ong have you had t hat
responsibility? 1Is that from 20047

A Roughly, yes.

Q And in that time, have you acquired --

A l'"msorry; fromroughly 2002.

Q Okay. So since 2002, you've been
responsi ble for acquiring whol esal e power on behalf
of Peopl es?

A. Yes.

Q And have you acquired any five-year
contracts on behalf of Peoples during your tenure?

A No.

Q Any three-year contracts?
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Q

contract

No .

Il will say that we had the ability to do
our customers didn't request it.

When was the last time you negotiated a

with a RES, with a party that was

interested in RES supply in buying power from

Peopl es?

A.
Q
A.
Q

peri od,

Just | ast nonth.
And how |l ong did the negotiations |ast?
It | asted over 60 days.

And at some point during that 60-day

did Peoples make an offer of a specific

price to buy power?

Duri ng negoti ations, yes.

And were you present when that offer was

Yes.

928

And when that offer was made, how |long did

Peopl es give the customer to make a decision?

A

because of

That's a difficult question to answer

particul ar customer.

the way the negotiations went with this
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Initially we had to hold the price for five
days, and then later on, the customer asked for what
the price was and then we settled on that price.
So when you ask that type of question, it's
different for each customer.

Q But just so we're clear, when you initially
went to the custoner, you told them the price was
ol der than five days?

MR. TOWNSEND: ' m going to object. |*ve given
some | atitude here but we really are getting into
conpetitively sensitive questions. In particular
here we've got a specific customer that M. Bernet
is asking about.

MR. BERNET: Your Honor --

MR. TOWNSEND: It goes beyond the scope of his
testimony.

MR. BERNET: | haven't asked about any
particul ar customer. It's generic information. He
hasn't di scl osed the name of the custoner.

MR. TOWNSEND: Two objections, Your Honor;
again, relevance is first. He have did ask about a

customer, and we were tal king about a specific
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negotiation. |'m not sure what relevance that has.
And secondly, it goes beyond the scope of
his testi mony.

MR. BERNET: "1l move on.

JUDGE WALLACE: Al right.

Q BY MR. BERNET: If the Comm ssion accepts
Peopl es proposal of proposed customer segnmentation
and does not offer or ComEd does not offer five-year
contracts as part of the CPP-B auction, would
Peoples be in a position to offer |longer term
contracts to custoners?

A. Yes.

MR. TOWNSEND: ' m sorry. |'m going to --
you're just asking if they' d be in a position to be
able to?

MR. BERNET: Did you m sunderstand the
guestion?

MR. TOWNSEND: | m sunderstood the question.
What do you nmean in the position to? You nmean
|l egally able to?

If you do, then | object to it as asking

for a |l egal conclusion.
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MR. BERNET: He's testifying about contracts
t he conpany offers. | asked himif they'd be in a
position to offer a contract for five years.

MR. TOWNSEND: ' m just asking for a
clarification.

JUDGE WALLACE: Overruled. You can answer that
gquestion.

THE W TNESS: All right. Peopl es woul d be able
to offer a contract |onger than one year. It could
go up to five years. It depends on the situations.
It's a hypothetical question.

Q BY MR. BERNET: Do you know whet her Peopl es
plans to offer contracts of that |ength after the
auction?

MR. TOWNSEND: Objection. Asks for
confidential information. [It's also not relevant to
any issue that's in this.

JUDGE WALLACE: Sust ai ned.

Q BY MR. BERNET: Now, no customer in the
grouping that you refer to has come into this, has
intervened in this case and testified that they want

t he proposal that you're proposing, isn't that
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right?

A | woul dn't be aware of that.

Q You don't know one way or the other?

A No, | do not.

Q M. Bollinger, have you reviewed the
surrebuttal testimny of Dr. LaCasse?

A. | haven't reviewed it but |'ve skinmed over
It, yes.

Q And in your prior testinony, you had raised
I ssues concerning confidentiality, the
confidentiality of the auction rules, right?

A. Yes.

Q And can | give you a copy of Dr. LaCasse's

surrebuttal ?

A. Sur e.

Q l'"d like to direct you to Page 12, please.
A. Okay.

Q And specifically Pages 12 to 18

Do you recall reviewi ng that portion of her
testimony?
MR. TOWNSEND: Can you hold on one monent,

pl ease, M. Bernet?
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BERNET: Sur e.
TOWNSEND: lt's Exhibit 19.07

BERNET: Yes.

> 3 3

TOWNSEND: And what was the cite for the
i ne number that you're referring to or pages?

MR. BERNET: Page 12, |line nunber 243 to 368.

MR. TOWNSEND: Thank you.

THE W TNESS: No, | don't recall review ng
this, no.

Q BY MR. BERNET: So in your surrebuttal
testi nony, you raise concerns about the

confidentiality, certain confidentiality rules,

right?
A In ny rebuttal testinmony.
Q | mean rebuttal. | apol ogi ze.

And so to the extent Dr. LaCasse attenpts
to address those concerns, you have not read those
yet? You have not read her response?

A. No, | have not. | was only aware of
wi t ness Juracek's where she had mentioned that she
agreed with them

Q Okay. M. Bollinger, you've never given

933
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written or oral testimony in connection with any

case or legislative proceeding involving the

procurement of electric power

utility, isn't that right?

A. That is correct.

Q And you've never

testinmony in connection with any case or

proceedi ng i nvol vi

and energy by a

given written or ora

| egislative

ng any mechani sm or regul atory

system for procurement for any other subjects

addressed i n your

testinony, right?

A. No, | have not.

MR. BERNET:

Not hi ng further.

JUDGE WALLACE: Ms. Barrett?

BY MS. BARRETT:

Q M . Bol

are any advant ages or

CROSS- EXAM NATI ON

| i nger, do you believe that there

benefits to five-year

contracts in addition to price stability as

referenced in your

A. No, | do

Q How do you bal ance this benefit

di sadvant ages t hat

testi mony?

not .

you identify in your

agai nst the

testi mony?
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A | have a difficult time balancing it
because of the unknown of the five-year product.

To nme, it's alnmst an experiment because
el sewhere in the country, | don't know of anyone
procuring five-year product for customers in this
fashi on.

We do have an exanple three-year and we
have exanpl es of smaller periods of time.

So | view it as an experinent. It's
untried, and you're comng into a new market, and |
don't think that's a great time to do this.

Q Because only five percent of the l[oad will
be allocated in the initial auction to five-year
contracts, would you agree that the impacts that you
di scuss in your testinmony will be diluted?

A If it's down to five percent, that's
correct, fromthat aspect it would be dil uted.
There exists other issues with it though that | was
concerned about as well .

Q Wuld you also agree that this staggering
that |l eads to only five percent of the | oad being

apportioned to five-year contracts, would you agree
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that this will provide time for a nore robust market
for five-year contracts to devel op?

A. I think you may have a robust market for 11
days of five-year contracts.

Q Why is that?

A. The reason being is that | guess it's the
definition of robust.

My definition of robust is that | won't

have to pick up the phone to get a market indication
of prices.

What | mean by that is that for

transparency and liquidity of a market, if | have to
go pick up a phone and call suppliers, 1 don't think
that's a good way to go about it, whereas if | |ook

at a one-year product or |look at a two-year product,

and nost of the time a three-year product, | can
|l ook in Platt's for megawatt daily. | can see what
the prices are for on peak. "1l have a pretty good

i dea of what prices are going up forward through
time.
If I look at the five-year product, 60

percent of the pricing informati on won't be
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Q Is that the only reason that you believe it
will not |lead to devel opment of a nore robust
mar ket ?

A. That's a strong reason, yes.

Q Woul d you agree that the staggering of
five-year contracts will allow the I CC and al
st akehol ders to see how the mar ket devel ops and

identify any actual problenms, if any, with the

five-year contracts?

A. It's possible.

Q Would you agree that any such problens

could be dealt with in post-auction auction

| mprovement wor kshop?

A. That's the opportunity for stakeholders to

be invol ved, yes.

Q In your direct testimny on Pages 9 to 10,

you list seven independent reasons why the
Commi ssi on should reject five-year contracts.
A. Yes.

Q Would you agree that what you have

identified as reasons 2, 3, and 7 all relate to the
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concern that there may not be much interest by
suppliers in five-year products?

A. | think there will be interest in five-year
products if the price is high enough but | don't
think they' Il be available with a lot of liquidity
year round.

Q But woul d you agree that reasons 2, 3 and 7
all relate to interest or conpetition for five-year
products?

A. Yes.

Q Would you agree that reasons 4, 5, and 6
all relate to your concern that |ocking in contracts
can lead to inclusion of risk prem ums by suppliers?

A. Yes.

Q Coul d you explain on Page 9 of your
testi nony beginning on Line 159, your first reason,
pl ease explain how this retards devel opnent of
conpetition?

A. My concern is that | tried to take a
groupi ng of customers 25 kilowatt to 400 kil owatt,
and it was brought up that |ess than one percent of

t hese customers have swi tched.
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Well, my concern is that | identify these
customers as customers that will have a propensity
to switch because | feel that they are nore
sophi sticated than what was originally thought by
ComEd, and that is because today they're making
energy decisions on the gas side.

And so trying to think toward the future,
and | don't like to have something that may retire
t hat participation by having a five-year contract
out there, that may retire it just by the fact that
suppliers have comm tted supply. Yes, it's only
five percent, but it's big to them because it's
their deal, and we may decide not to, not ne, but it
may be decided not to elimnate the five-year
contract because of that regulatory risk.

Q Would you agree that even if there are
five-year contracts, custonmers are free to switch?

A Yes, they are.

MS. BARRETT: | have no further questions.

JUDGE WALLACE: Thank you.

THE W TNESS: Some clarification. That would

be perceived -- | guess it's for any customer. [" m
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sorry.

JUDGE WALLACE: Ms. Satter, did you have any
gquestions?

MS. SATTER: No.

JUDGE WALLACE: Any redirect?

MR. TOWNSEND: | do have a couple of questions.
Thank you, Your Honor.

REDI RECT EXAM NATI ON

BY MR. TOWNSEND

Q M. Bollinger, why do you believe that a
five-year contract is inappropriate even though it
only represents five percent of the initial auction?

A. I think it's inappropriate because it's
experimental, and I like to go with what we know
which is one-year products, and we know about
t hree-year products in New Jersey for exanple.

Q How woul d the five-year contract reduce the
Comm ssion's flexibility?

A. It could potentially reduce the
Comm ssion's flexibility by being concerned about
the regulatory risks that would be borne by

suppliers, and they may consider that if they decide
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t hey want to change a product and get rid of a year
or two of an existing five-year product.

Q M. Bernet asked you about whether the
products could change before 2012.

Do you believe that it's likely that the
products would change before 2012 underneath ComEd's
proposal ?

A. It's hard to say but there probably would
be nodifications to the products before 2012, sonme
type of nmodification.

I think we've seen that through our MBI
process going through time that there are changes
because the mar ket changes.

Q Why do you believe that only one percent of
the customers in the 25 kWto 400 kW cl ass have
swi tched?

A. There is just a tremendous amount of
customers in that group, and |I think that it can be
a lot of different issues, but | think that being
able to contact all of them and be able to get a
product in front of themis a difficult situation.

Li ke right now we have our issues about
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when you can put a customer on and be able to
contact themin time.

Q In response to a question from M. Bernet,
you i ndi cated that Peoples Energy Services Corp wil
be competi ng against the auction price and agai nst
ot her RESs.

Do you recall that?

A. Yes.

Q So just because the auction price or the
default product price is set high, do you believe
t hat Peoples will be able to under all circunmstances
charge just below the auction price?

A. No.

Q \Why not?

A. Because there is very robust conpetition
among the RESs. It's the same argument that's being
said for the supply procurenment process. You'l
have many suppliers come in, and we already have a
| ot of RESs, and more RESs have registered with the
State of Illinois to conpete.

Q And how does that affect the price that

Peopl es Energy Services Corp can charge?
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charge whatever price we want. The charges have to

be conpetitive with our conpetition.

Q In response to a question that Ms.

asked, you said that you thought that ther

only be 11 days of conpetition for the fiv

product.

How did you come up with 11 days?

A Well, it's an approximati on but h

|l ong the auction is going to |last when a p

bei ng of fered up.

MR. TOWNSEND: No further redirect.
JUDGE WALLACE: Any recross?

MR. BERNET: No recross.

MS. BARRETT: No.

JUDGE WALLACE: There were a couple o

peopl e that had put down some m nutes but

not

here so they get passed over.
We will start at 9 tomorrow.
You may step down, sir.
(W tness excused.)

(Wher eupon an off-the-record

e m ght

e-year

owever

roduct

f other

they're

Barrett

S
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di scussion transpired at this tinme.)

JUDGE WALLACE: Let's go back on the record.

First of all, Ms. Satter, did you want to
enter an appearance?

MS. SATTER: Yes. ["msorry. | came in a
little |ate today. Susan L. Satter appearing on
behal f of the people of the State of Illinois.

JUDGE WALLACE: We'll start at 9 tomorrow, and
M. Ri ppie has something that he wants to put on the
record.

MR. RI PPI E: G enn Rippie for Commonweal th
Edi son.

During earlier proceedi ngs today, a
sti pul ati on between staff of the Comm ssion and
Commonweal t h Edi son regarding a specific technica
tariff issue was discussed.

We are going to file that stipulation of
record, and | would just ask Your Honors and the
parties if you wish us to keep a witness here who
woul d be avail able for testinony on the subject of
t hat stipulation tomorrow or whet her we can rel ease

any wi tnesses that know that tonight.
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JUDGE WALLACE: |Is that the one that --

MR. RIPPIE: Yes, it is.

JUDGE WALLACE: | went ahead and had it marked
as Joint Exhibit 1, and | don't need a witness but |
can't speak for any of the parties that m ght
want - -

MR. RIPPIE: | just want to | guess offer that
we can keep a witness overnight if anyone thinks
t hat they have an objection to Joint Exhibit 1 based
on not having an opportunity to exam ne a witness,
but if they do not have such a concern, then the
unnamed wi t ness whose initials are REC and who is
standing in back of the room would be happy to go
home toni ght.

JUDGE WALLACE: Well, no one is jumping in.

| tell you what we'll do. M. Crunrine can
go ahead home and if anyone has any questions, he
could go over to our Chicago office and we can ask
himthere.

Is that a little better or do you want to
stay overnight?

MR. CRUMRI NE: "Il do whichever you prefer.
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JUDGE WALLACE: All right.

9 o'clock tomorrow.

(Wher eupon the hearing was continued

to Septenber

1,

2005 at

We're adj ourned

9:00 a.m)
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