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BEFORE THE
I LLI NOI S COMMERCE COWMM SSI ON

IN THE MATTER OF:

Commonweal t h Edi son Conpany,
No. 05-0597
Proposed general increase in
rates for delivery service

(tariffs filed on August 31,

- — N N N N N N N

2005.).
Chicago, Illinois
March 27t h, 2006
Met pursuant to notice at 9:00 a.m
BEFORE:

MR. GLENNON DOLAN and MS. KATI NA HALOULOS,
Adm ni strative Law Judges.

APPEARANCES:

MS. ANASTASI A POLEK- O BRI EN
MR. DARRYL BRADFORD
10 South Dearborn Street, Suite 3500
Chicago, Illinois 60603
appearing for Com Ed;

MR. ROBERT KELTER
MS. JULI E SODERNA
MR. MELVI LLE SODERNA
208 South LaSalle Street, Suite 1760
Chicago, Illinois 60604
appearing for CUB;

FOLEY & LARDNER
MR. E. GLENN RI PPl E
MR. JOHN RATNASWAMY
MS. CYNTHI A FONNER
321 North Clark Street, Suite 2800
Chicago, Illinois 60610
appearing for Com Ed;
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APPEARANCES ( Cont' d):

MR. ALLAN GOLDENBERG
MS. MARI E SPI CUZZA
Assi stant State's Attorney
69 West Washington, Suite 3130
Chicago, Illinois 60602
appearing for Cook County State's
Attorney's Office;

Gl ORDANO and NEELAND

MR. PATRI CK GI ORDANO

MR. PAUL NEELAND

MS. CHRI STI NA PUSEMP

360 North M chigan Avenue

Chicago, Illinois 60601
appearing for Building Owners and
Managers Associ ati on of Chicago;

MS. CARLA SCARSELLA
MR. JOHN FEELEY
MR. CARMEN FOSCO
MR. SEAN BRADY
160 North LaSalle Street, Suite C-800
Chicago, Illinois 60601
appearing for Staff;

DLA PI PER RUDNI CK GRAY CARY US LLP
MR. CHRI STOPHER J. TOWNSEND

MR. W LLI AM A. BORDERS

203 North LaSalle Street, Suite 1900

Chicago, Illinois 60601
appearing for Coalition of Energy
Suppliers;

LEUDERS, ROBERTSON & KONZEN

MR. ERI C ROBERTSON

PO Box 735

Granite City, Illinois 62040
appearing for I1IEC;
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APPERANCES ( Cont' d):

MR. CONRAD E. REDDI CK

1015 Crest Street

Wheaton, Illinois 60187
appearing for I|IEC,

SONNENSCHEI N, NATH and ROSENTHAL
MR. JOHN ROONEY
MR. M CHAEL GUERRA
233 South Wacker Drive, Suite 7800
Chicago, Illinois 60606

appearing for Com Ed;

MR. RI CHARD C. BALOUGH
53 West Jackson Boul evard, Suite 956
Chicago, Illinois

appearing for CTA;

MR. RONALD JOLLY
MR. J. MARK POWELL
30 North LaSalle Street, Suite 900
Chicago, Illinois 60602
appearing for the City of Chicago;

MR. MARK KAM NSKI

MR. RI SHI GARG

100 West Randol ph Street
Chicago, Illinois 60601

appearing for People of the State of

I[11inois;

SULLI VAN REPORTI NG COMPANY, by
Bar bara A. Perkovich, CSR
Carla Cam | iere, CSR

St even Stefanik
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W t nesses:

JOHN LANDON

JAY BROOKOVER & CHRI STOPHER CHI LDRESS

ALAN C. HEI NTZ

THOMAS GRI FFI N

GREG ROCKROHR

Re- Re- By
Direct Cross direct cross Exam ner
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Nunmber For ldentification

COMED

#2.0,15.0 & 32.0

#8 1515
#9 1517
BOMA

#1.0,1.1,1.2,1.3,1.4

(Rubur al exhibits)
#3.1 & 3.2

COMED
#11.0,11.1,11.2,25.0
25.1,42.0 & 42.1

STAFF
#3 & 14

I I EC CROSS
#1

AG
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#11.0
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JUDGE DOLAN: By the direction and authority of
the Illinois Commerce Conm ssion, | call Docket
No. 05-0597, Commonweal th Edi son Company proposed
general increases in electric rates, general
restructuring of rates, price unbundling of bundl ed
service rates and revisions of other terms and
conditions of service to order.

W Il the parties please identify

t hemsel ves for the record.

MS. POLEK-O BRI EN: Darryl M Bradford, Anastasia
Pol ek- O Brien for Commonweal th Edi son Conpany.
Dale E. Thomas of the law firm of Sidley and Austin
al so for Commonweal th Edi son Conpany. M chael
Guerra and John Rooney of Sonnenschein, Nath and
Rosent hal and E. G enn Rippie and Cynthia Fonner of
the law firm of Foley and Lardner.

MR. BRADY: Appearing on behalf of the staff of
the Illinois Commerce Comm ssion, John Feel ey,

Carmen Fosco, Carla Scarsella and Sean Brady, 160

North LaSalle Street, Suite C-800 Chicago, Illinois
60601.
MS. POLEK-O BRI EN: | neglected to mention John
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Rat naswamy of the firm of Foley and Lardner.

MR. Gl ORDANO: For BOMA, the law firm of G ordano
and Neel and, Patrick G ordano, Christina Pusemp and
Paul Neel and.

MS. SODERNA: On behalf of the Citizens Utility
Board, Julie Soderna, Melville Nickerson and Rob
Kelter, 208 South LaSalle, Suite 1760, Chicago,
I11inois 60604.

MR. JOLLY: On behalf of the City of Chicago
Ronal d Jolly and J. Mark Powell, 30 North LaSall e,
Suite 900, Chicago, Illinois 60602.

MR. GOLDENBERG: On behal f of the Cook County
State's Attorney's Office, Alan Gol denberg
Assi stant States Attorney, 69 West WAshi ngton,
Suite 3130, Chicago, Illinois 60602.

MR. GARG: From the office of the Illinois
Attorney General, Rishi Garg and Mark Kam nski, 100
West Randol ph, Floor 11 Chicago, Illinois 60601 on
behal f of the People of the State of Illinois.

MR. BORDERS: On behalf the Coalition of Energy
Suppliers, WIlliam Borders, Christopher Townsend,

DLA Pi per Rudnick, Gray Cary, 203 North Lasall e,
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Chi cago, Illinois 60601..

MR. BALOUGH: On behal f

of the CTA, Richard

Bal ough, 53 West Jackson Boul evard,

Chi cago, Illinois.

JUDGE DOLAN: Let the record reflect

appearances at this point.

MR. ROBERTSON: Sorry, your Honor.

Suite 956,

no ot her

Eri ¢ Robertson

and Conrad Reddick. Eric Robertson with the firm of

Leuders, Robertson and Konzen on behal f of

[ITinois Industrial Energy Consuners.

JUDGE DOLAN: Now, |let the record

there are no other appearances.

Al right, M.

our first witness?

refl ect

the

t hat

Thomas, are we ready with

MR. THOMAS: We are. My name is Dale Thomas

Sidley and Austin and | wi

Il be representing

Commonweal t h Edi son and the witness

presenting is M. John Landon.

(W tness sworn.)

JUDGE DOLAN: Thank you,

proceed.

be
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JOHN LANDON
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MR. THOMAS:
Q M. Landon, would you please state your

full name for the record?
A John, mddle initial H, Landon,

L- a- n-d-o-n.

Q Wth whom are you associ at ed?

A Anal ysi s Group.

Q What is your position there?

A ' m a senior advisor.

Q M. Landon, have you filed direct, rebuttal

and surrebuttal testimony in this case?

A | have.

Q And are those pieces of testimny marked
respectively, Com Ed Exhibit 2, Com Ed Exhibit 15
and Com Ed Exhibit 327

A They are.

Q And do they consistent, each, of questions
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and answers and in some instances attachnments?

A That's correct.

Q And if | were to ask you the questions and
answers in these pieces of testinmny, would the
answers be the sane?

A Yes, they woul d.

Q And are those answers true and correct to
t he best of your know edge and belief?

A They are.

MR. THOMAS: Your Honors, there is, on Com Ed
Exhi bit 32, which is the surrebuttal testimony,
pursuant to the agreement concerning the mtigation
i ssue, certain lines have been struck fromthis
testimony. But it is our understanding that the
e-docket already reflects the corrected version.

JUDGE DOLAN: Any objection? | take it you are
going to tender these exhibits, M. Thomas, you are
tendering these for adm ssion?

MR. THOMAS: | tender these for entrance into the
record and | tender M. Landon for cross
exam nati on.

JUDGE DOLAN: Any objection to any of these
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exhibits? Then Com Ed Exhibit 2.0, Com Ed
Exhi bit 15.0 and Com Ed Exhibit 32.0, corrected,
will be admtted into the record.

(Wher eupon,
Exhi bits Nos

were admtte

previously marked on e-docket

of this date

MR. THOMAS: Thank you.

JUDGE DOLAN: Mr. G ordano,

proceed?

MR. Gl ORDANO: Thank, your H

Q

CROSS EXAM NATI ON
BY
MR. Gl ORDANO:

' m Pat Gi ordano, as y

Com Ed

. 2.0, 15.0 and 32.0

d into evidence as

-)

do you want to

onor.

ou know, and I

represent the Building Owmers and Managers

Associ at
to Page
state th
an exper

A

ion of Chicago. | wou

10, Line 208 of your d

Id like to refer

irect testinmony.

you

You

ere, don't you, that you do not testify as

t on Com Ed's tariffs,

Yes.

correct?
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Q Let me refer you to Page 26, Lines 434 to
436. You state that Com Ed estimates that tariffs,
based on the representative price range, would
result in various increases for residential
customers and nonresidential customers for bundl ed
service. You did not confirm whether these price

increase estimtes by Com Ed were accurate, did

you?
A | relied upon Com Ed for any of the
information. | |ooked at the calcul ations, but I

have not i ndependently confirmed them

Q And do you know whet her these estimates
i ncluded the requested -- these estimates of rate
I ncreases included the requested increase in
delivery service rates requested by ComEd in this
proceedi ng?

A They certainly appear to fromthe context,
yes.

Q But you are not sure whether they do?

JUDGE HALOULOS: M. Landon, can you pl ease speak
up.

THE W TNESS: Sorry, your Honor.
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THE W TNESS: It indicates in the context of ny
answer that these percentage increases reflect both
proposed delivery services and a representative
range of power costs. So | am assum ng from t hat
context that they apply to both the bundl ed service
and the distribution rates.

BY MR. Gl ORDANO:

Q But you didn't analyze these estimates in
that | evel of detail to confirmthat they included
proposed delivery service costs and representative
range of power costs, correct?

A No, that's not correct. | did reviewthe
cal culations to see that they were made, | did not
test all the underlying assunptions as | would have
had it been nmy responsibility to make the
cal cul ati ons.

Q Did you |l ook at a Com Ed esti mate of the
increase for the specific group of nonresidenti al
consunmers who heat their facilities with
electricity?

A ' m not aware of that cal cul ation.

Q So you don't know whether or not that's --
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that rate increase is much higher for
nonresi dential customers who heat their facilities
with electricity, correct?

A Based on testimony that | read in this
proceeding, | believe that the increases for those
commerci al customers who heat their buildings with
electricity, pursuant to Rider 25, are increased
quite significantly.

Q Thank you. Now, | et me refer you to Page
40, Lines 529 to 530 of your direct.

MR. THOMAS: Pat, that was 529 to what |ine?

BY MR. Gl ORDANO:

Q 530. The sentence starts on Line 527. You
testify to the extent that Com Ed's rates are
artificially low, i.e. do not properly reflect
cost. And on 529 to 30, you state that as a
consequence of rate reductions and rate freeze, the
| oss of the capability to pass through fuel cost
changes on long | ag between rate cases, correct?
That's your testimony, right?

MR. THOMAS: Excuse me, Pat, | don't think you

read the conplete sentence.
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BY MR. Gl ORDANO:

Q It continues, devel opment of conpetitive
alternatives will be inmpeded.

A The part that | think is relevant to
i nterpreting that sentence is the part that begins
at Line 527, to the extent that Com Ed's rates are
artificially lowi.e. do not properly reflect cost
as a consequence of the rate reduction and rate
freeze. And goes on.

Q | think | read that part.

A | just want to make sure that the whole
thing was in the appropriate context.

Q | understand, and it already is in the
record. But |I'mgoing to ask you about the part
t hat says the | oss of the capability to pass
t hrough fuel costs changes. You are testifying
that this is one of the reasons, that you testify,
that Com Ed's rates are artificially |low, correct?

A Correct.

Q Now, are you aware that Com Ed voluntarily
elimnated its fuel adjustment clause, which

all owed Com Ed to automatically pass through
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charges in fuel prices to consumers?

A The extent of voluntariness is not
something that |'ve studied.

Q Did you know that Com Ed made a filing to
elimnate its fuel adjustment cost?

A | believe that's the case. | don't believe
|"ve reviewed that particular filing, but m point
is that all rate changes made by regul ated
utilities typically involve a weighing of
advant ages and di sadvantages. And conprises on
what issue may be in settlement of other issues and
so these decisions are not necessarily made
i ndependent|y. | just wanted to make sure that one
doesn't take actions with respect to fuel costs out
of the context, the regulatory context in which
t hose deci sions were made.

Q But you woul d agree, would you not, that if
Com Ed voluntarily applied for the elim nation of
its fuel adjustment clause, that Com Ed believed
t hat woul d be a good thing for Com Ed, correct?

A In the context, yes.

Q Now, | would like to refer you now to your
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rebuttal testinony. And specifically, to Pages 9
to 11, where you criticize BOMA's proposal to
exempt nonresidential space heating customers who
heat their facilities with electricity from demand
charges used for space heating -- from demand
charges for electricity used for space heating in
Com Ed's delivery service tariffs. You do

criticize that proposal, correct?

A | do, but could you give ne the reference
again?

Q |'"m just referring you, initially, to those
pages, it all addresses that. It starts out on

Page 9, Line 195 on Page 9.

A There i s no sentence that starts on 195 on
Page 9.
Q | have it on the testinmony of M. Brookover

and M. Childress and Mr. MCl anahan on behal f of
t he Buil ding Owners and Managers Associ ation. Do
you see that?

A | found it, yes.

Q And you're asked, do you agree that Com Ed

should nmodify its delivery tariffs so that
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nonresi denti al space heating customers continue to
receive rate treatment in relation to other
customers, which is simlar to the treatment
nonresi denti al space heating customers have
received in the past.

And you are asked, do you agree that Com
Ed should nmodify its delivery service tariffs for
this reason. And you answer, no, and then you

expl ain your reasons for taking that position,

correct?
A That's correct.
Q Now, is it your understanding that under

Com Ed's current Rider 25, that's the electric
space heating bundled tariff for nonresidenti al
customers, Com Ed does not charge for kilowatts of
demand for electricity used for space heating?

A | think that's generally correct, yes.

Q When you say generally, | mean that is
correct, there is no demand charge for electricity
used for space heating in Com Ed's Rider 25,
correct.

A | believe that's correct, yes.
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Q And you are also aware that Com Ed is
proposing to elim nate Rider 25 as part of its
proposed unbundling of electric rates beginning in
2007, correct?

A Yes.

Q And so you are also aware that ComEd is
proposing to charge current Rider 25 custoners,
post 2006, that is beginning January 1, 2007, for
demand charges on electricity used for space
heati ng, even though those customers are not
currently charged demand charges on that
electricity, correct?

A Yes, but those custoners, | believe, have
the ability under Illinois law to go to alternative
suppliers if they don't want to buy electricity
from Com Ed. And Com Ed i s not an electricity
supplier anymore, it's basically a conduit between
state approved auction and deliveries to customers.

Q But Com Ed still has a nonopoly on delivery
of electricity, correct?

A That's correct with respect to customers

who do not choose to generate thensel ves.
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Q And that's what's at issue in this
proceedi ng, correct, Com Ed's delivery service
rates, correct?

A That's correct.

Q And you understand that BOMA witnesses
Brookover and Chil dress' proposal applies only to

Com Ed's delivery service charges, correct?

A Yes.
Q And you made a general comment earlier, but
you also -- you agree -- well, strike that.

You testified earlier that your review
shows that these Rider 25 s space heating customers
will see significantly greater overall increases in
their Com Ed charges than nonresidential Com Ed
customers who do not heat their facilities with
electricity, correct?

A Yes.

Q Now, |l et me refer to you Page 11, Lines 237
to 238 of your testinony, where you testify that
phasing in the rate changes may be called for for
some classes of customers, such as those bel ow 400

kil owatts, correct?
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A Yes.

Q So it's your testimny that you do not
believe that the rate increase should be phased in
for | arger nonresidential space heating customers,
regardl ess of how large it is?

A | don't think I've testified that that
shoul dn't be considered, but my general principle
is that all customers should end up paying rates
t hat are equal to the cost of providing service to
the class in which they reside.

And since these customers are going to
be wire only customers of Com Ed, they should pay
rates equivalent to those custonmers who get siml ar
Wi re services. I have no strong opinion as to
whet her those rates should go into effect
I mmedi ately or whether they should be phased in
over some period of time. That is an issue | have
not | ooked at. My general hope would be that rates
can get to the appropriate cost base | evels as soon
as possi bl e.

Q But there is certain cases where that can't

happen because of rate shock, correct, or shouldn't
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happen, correct?

A There are certainly situations in which
some mtigation m ght be | ooked at.

Q And rate shock can happen for | arge

customers as well as small custonmers, correct?

A Well, under the case of Rider 25,
think -- I don't think I would call it shock. It
m ght be rate inmpact, but | don't think it comes as
a shock. Because | understand -- Rider 25 has not

been offered to new custonmers since 1977. And
since that time, at |east those custonmers on that
rate, have known that this rate was no | onger
econom ¢, was basically increasingly a dinosaur,
and therefore that ultimately they would end up
payi ng rates that nore closely reflected the cost
actually imposed on the system

And therefore | don't think that they
woul d be shocked that this phase out is going to
occur . But | -- but I still think that in some
circumstances the Conmm ssion ought to consider or

t he parties ought to consider some plan whereby

there could be some mtigation of how rapidly that
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change in situations m ght occur.

Q Now, Dr. Landon, | believe you testified in
that | ast answer that this Rider 25 has not been
available to -- since 1977 to new custoners. I
would like to show you Rider 25. And | believe
that you are referring to the heating with |ight
service under Rider 25, but not the general Rider
25 electric space heating service that is avail able
now and has been avail able since the early "70s to
any customer using the Company's electric service
to provide all the space heating requirements of
his prem ses or any part of his prem ses, which is
sufficiently separated fromthe remai nder, so there
will be no material heat transfer between such part
and the remainder.

And if you |l ook at the general part of
the tariff, that's where it refers to the heating
with I'ight being avail able for buildings prior to
"T7. | think that's what you were referring to,
correct?

A The question | asked the Company was, is

Ri der 25 avail able and they said that it ceased
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bei ng generally available in 1977. Exactly what
they meant by that, | didn't cross exam ne them
because | was aware that there were extensions.

Q Okay, thank you. All right, et me refer
you to Page 11 of your rebuttal testinony, Lines
228 to 229 where you state that with this rate
case, ComEd is proposing to unbundle and
separately price the delivery and supply conponents
of price to more correctly reflect their cost,
correct?

A Yes.

Q And you go on, on Lines 232 to 233 on that
page, and just testify that Com Ed' s realignment of
customer classes is to assure that rates reflect
cost, correct?

A Correct.

Q Are you aware that Com Ed witness
M. Crunmrine has testified that Com Ed has not kept
records of the cost of serving electric space
heating custoners?

A | am aware of that issue being raised. ' m

not aware of the facts of the matter.
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Q And in the absence of records related to
the cost of serving electric space heating
customers, wouldn't you agree that Com Ed cannot
show that its elimnation of the current exenption
of charges for nonresidential space heating demand
will result in rates that nore accurately reflect
its costs for nonresidential space heating
customers?

A | don't think that's necessarily correct.

I think that the Conpany knows what its costs are
wi t hout a cost study in a general -- in a full
enough way that they can make a judgment as to
what -- whether there is a significantly different
area of costs for particular buildings than in

ot hers.

Q Have they showed you what those costs were,
even in a general way, nonresidential versus space
heating custoners, versus other nonresidenti al
customers?

A | have | ooked at no cost studies. You are
trying to get me in areas that other people have

greater expertise than I, but | generally believe
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t hat customers that have sim/lar demands and
simlar situations, at |least at the distribution
| evel , shoul d be classed together unless their
distinction is proven with respect to cost
characteristics that make them much more expensive
or much | ess expensive to serve. And |I'm not aware
of any study that shows that in this case.

Q But the utility, in all the testifying that
you' ve done, and you are a well respected expert
t hroughout the country, but in every case you've
ever testified in, the utility has the burden of
proving the cost of service in the rates, correct?

A The utility has the burden of providing
cost of service for those classes of customers that
they are going to be establishing rates for. [''m
not sure that the utility specifically has a
responsibility to establish cost of service for
rates that are going to be discontinued.

Q So you believe that a utility has no burden
of proving that a rate should be discontinued?

A That's not what |'m suggesting, at all.

' m suggesting that the rate that the Rider 25
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customers have had is, on its face, a subsidy rate
t hat provides preferential service for sone
customers for what was, in the early to md '70s, a
reasonabl e cost.

The factors that would have made that a
reasonable cost in the early to md '70s no | onger
exist. And therefore the assunmption that absent
t hat, these customers should be returned to a
di stribution tariff that reflects the cost of
di stribution companies simlarly situated, wthout
regard to those special considerations, seenms to be
appropriate.

What | evel of study is required to
provide the cost basis for the newrate is
somet hing that | haven't had any part in
formul ating, so I don't have any particul ar
knowl edge or views with respect to that.

Q Well, let's ask you about that. You are
testifying that there is changes in the situation
t hat mean that nonresidential space heating
customers should no | onger have separate rate

treatment. And let me refer you to Page 11, Lines
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224 to 226 of your testinmony related to that issue.
Where you testify, don't you, that it's no | onger
necessary to promote the | ocal use of nucl ear and
| arge coal base | oad power during some seasons to
support operational efficiency, correct?
A Correct.
Q I s this because nucl ear generation with
| oad generating costs can now be sold in other
mar kets, rather than in Com Ed's service territory?
A Not solely, there are many reasons for
t his. Do you want me to explain?
Q But that's one of the reasons, correct, one

of the reasons that you're testifying it's no
| onger necessary to promote the |ocal use of
nucl ear | arge coal base | oad, one of the reasons
for that is because nucl ear generation with |ow
generating costs can now be sold in other nmarkets,
rather than in Com Ed's service territory. Your
counsel can have you el aborate on redirect.

A That isn't the principal reason, and I

haven't testified that that is the case, | just

want that to be cl ear.
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Q But you testify on Line 227 that Com Ed's
recent entry in the PIM I SO. Doesn't that entry in
the PIM facilitate the ability of -- well, strike
t hat .

Doesn't the PIM1SO facilitate the
ability for nuclear generation to be sold into
ot her markets, rather than Com Ed's service
territory?

A It makes nmore efficient use of generation

t hroughout the eastern and m dwestern areas, but
nucl ear -- keeping nuclear plants busy hasn't been
t he problem for the | ast 20 years. The demand
grew, we haven't built nuclear plants for 30 years.
As a consequence nucl ear plants are useful and
provide | ower rates for customers 24 hours a day,
7 days a week, around the year. And there is no
| onger a reason to do anything to keep them
operating during the wi nter months.

And, therefore, the rates that were
sensible to try to get those plants utilized in
nont hs when ot herwi se they m ght not be operating

at an efficient |level, have |l ong been unnecessary.
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The PJM -- the addition of PJM and the broadening
of interconnections throughout the eastern part of
the United States makes for nore econom c exchange
bet ween t hese areas. But that by itself wasn't
necessary to obsolete -- the reasons for the
original Rider 25.

Q And you said it hasn't been a problemfor
20 years. And the reason it hasn't been a problem
is because buil dings stepped up in response to Com
Ed' s Rider 25 and put in expensive electric space
heati ng systenms that utilized Com Ed's nucl ear
pl ants during non-summer nonths; isn't that
correct?

A No.

Q Okay. So you're saying that the buildings
did not install electric space heating systens in
response to Rider 257?

A No, |'m not suggesting that at all. [''m
suggesting that there is no nexus between the
devel opnment of greater demand in the m dwest and in
the east, which uses up all of the nuclear capacity

t hat we have in that area, independent of what's
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going on in Chicago with commercial buildings.

That happened quite independently of whether or not
t he buildings in Chicago converted to electric
space heati ng.

Q But isn't that why Com Ed put the Rider 25
in in the first place, to encourage those buil dings
to use power in non-summer nonths and utilize those
nucl ear plants?

A |'ve already testified in my testinony
that's true, yes. The question is why has that
become obsol ete? And the answer is because the
growth of demand is now using that nucl ear power
24 hours a day, 7 days a week, so we no | onger need
to give people special inducements to use
electricity during wi nter nmonths.

Q Have you reviewed the direct testinony of
BOVA wi t nesses Brookover and Childress in this
proceedi ng?

A Yes, | have

Q Do you know that they testify that the
installation of new electric heating systems or new

heat systenms in general is very expensive, so it's

1498



10

11

12

13

14

15

16

17

18

19

20

21

22

therefore prohibitive of buildings that have
installed electric nonresidential space heating
equi pment to switch to alternative systens?

A | haven't reviewed that particular point of
their testimny nor have you done any anal ysis of
t hat .

Q So you don't know one way or another
whet her that's a true statenment?

A That's correct.

Q Now, Com Ed, in response to a data request,
referred to Com Ed's current Rider 25 electric
space heating tariff as an uneconom c pronoti onal
rate to encourage use at one time as opposed to
anot her, are you famliar with that?

MR. THOMAS: Can you direct the witness to the
particul ar question?

MR. Gl ORDANO: Yeah, it's BOMA -- Request
No. BOMA 3.01, related to the rebuttal testinony of
M. John Landon.

THE W TNESS: , yes, | have it in front of ne.

BY MR. Gl ORDANO:

Q What docunentation do you have to show t hat
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Com Ed's Rider 25 electric space heating tariff was
an uneconom c pronotional rate?

A None that it wasn't an uneconom c
promoti onal rate, it probably was econom c at the
time, as |'ve testified in nmy testinmny, when it
was instituted. What |1've testified to is that the
econom c circunstances that made it econom c have
| ong vani shed. And there is no econom c reason for
t hat subsidized tariff to remain on the books.

In fact, to the extent that these
customers are subsidized, some other customers are
going to have to pay above their cost to make up
for that, and |I don't see any rationale for that
happeni ng over a |ong period of time.

Q You would agree that -- it's your
testi nony, then, that now that Com Ed has
encour aged buildings to install facilities to heat
with electricity, that the so-called promotional
rate treatment that got themto do so should be
el i m nated?

A Well, again, | think we're talking about an

i ncentive that was offered in the md '70s for
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conditions in the md '70s. | have a good friend
who bought a Lincoln -- a Chrysler Imperial about
the same time that these buildings got their rider.
And that car gets about 4 mles to the gallon and
t hey bought it in a period when gasoline was 25
cents, 30 cents a gallon.

And they are today feeling a little
di stressed that going out for a joy ride in the old
I nperial isn't as economic as it use to be. But as
econom c circunstances change, people have to make
adaptions to those econom c circunmstances, and pay
mar ket rates if we're not going to distort the
whol e economy to make everybody's i nvestments
economc at all times, if they were economc
originally when they made them

And |' m suggesting that's not what we
ought to be about in this proceeding. W ought to
be about setting rates that going forward make
sense. And we ought to fairly consider the issues
t hat you've raised with respect to mtigation and
determ ne whether that's appropriate in this case.

But there is no evidence that |'m aware of that the
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Ri der 25 has any econom c reason to continue to
exist at this point, in ternms of its incentive.
Just |like we can't | egislate that people who have
Chrysler Inmperials should be able to buy gasoline
for 30 cents a gallon.

Q Al t hough that Chrysler Inmperial is a cool
car, it's true, is it not, that that Chrysler
| nperial owner can trade in that car for another
nodel , but the Sears Tower can't trade the buil ding
in for another building?

A The owners of the Sears Tower can put it on
the used building market, just like the Imperial
owner can put his Inmperial on the used automobile
mar ket . If they don't choose to continue to
operate it, given the present operating
circunmstances, they can exit the market.

Q And that's exactly what we're trying to
avoid here in Chicago, isn't it, that the Sears
Tower become a used building that's not utilized by
enough tenants, Dr. Landon, isn't that correct,
isn't that what we like to avoid?

A Well, | don't think we are trying to avoid
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bui | di ngs changi ng hands. I think buildings
changi ng hands is usually useful. People with new
i deas and better technology buy buildings and
retrofit them and make a whole | ot more noney.

| work in the Market Aero Center in San
Franci sco and a Boston conpany bought our property
from the Rockefeller people about 10 years ago and
they retrofitted the heating system and the cooling
system and made some changes in the way the
el evators ran and made some changes in the way the
garage ran. And ny understanding is they've cut
the costs for maintaining the building by a very
| arge fraction. And as a consequence they have
been able to maintain better rates and make pretty
good money.

So | think buildings and Chrysler
| nperials do change hands, they tend to go to
people who can find creative ways to make noney
with them And I'mreally not worried about the
Sears Tower closing down, | don't think the
econom cs of that would worKk.

Q Well, we're worried about it here,
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Dr. Landon and that's the end of ny cross. Thank
you.

JUDGE DOLAN: Thank you. Any redirect?

MR. THOMAS: One second

REDI RECT EXAM NATI ON

BY
MR. THOMAS:
Q Dr. Landon, | just have one question for

you. You may recall there was a question asked
about whet her Rider 25 had been avail able, at | east
to some custonmers, since 19777?

A That's correct.

Q And assum ng that's true, does that change
your analysis of what should be done in this case
with respect to Rider 25 custonmers?

A No, it does not.

MR. THOMAS: | have no nmore questions.

JUDGE DOLAN: Thank you. Thank you, Dr. Landon,
you' re excused.

(W tness excused.)
JUDGE DOLAN: Are you ready to present your panel

testimony?
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MR. Gl ORDANO: Absol utely, thank you.

JAY BROOKOVER and CHRI STOPHE CHI LDRESS,
called as a witnesses herein, having been first
duly sworn, were exam ned and testified as foll ows:

DI RECT EXAM NATI ON
BY
MR. GI ORDANO:

Q M. Brookover, please state your name,
busi ness address and title.

W TNESS BROOKOVER: Jay Brookover, 1 North
Wacker, Suite 2400, Chicago 60606, vice president
of John Buck Conpany.

Q M. Childress, please state your name and
busi ness address and title.

W TNESS CHI LDRESS: Chri stophe Chil dress, 360
North M chi gan Avenue, Suite 1005, Chicago 60601.
I'mthe technical director for GV Corp.

JUDGE DOLAN: Again do you want to raise your
ri ght hands.

(Wtnesses sworn. )
BY MR. GI ORDANO:

Q And on whose behalf are you testifying
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t oday?

W TNESS BROOKOVER: On behal f of the Buil ding
Managers and Owners Associ ation of Chicago.

Q | show you what's been previously marked as
BOVA Exhibit 1.0, 1.1, and 1.2. And ask you if |
were to ask you the same questions that are
contained in that document, entitled the Direct
Panel Testinony of T.J. Brookover and Christophe M
Chil dress today, would your answers be the same?

W TNESS BROOKOVER: They woul d, with one
exception.

Q And what is that exception?

W TNESS BROOKOVER: On Page 13 of 19, Lines 276
and 277, reads including Sears Tower and the
Mer chandi se Mart, One | BM Plaza, Three First
National Plaza and 55 East Monroe. It should read
i ncluding the Sears Tower, Merchandise Mart, One
| BM Pl aza, Chase Pl aza and 55 East Monroe.

MR. Gl ORDANO: W th that | nmove for the adm ssion
of BOVA Exhibits 1.1 -- 1.0, 1.1, 1.2, and 1. 3.

And 1. 4. Do you want me to go ahead with the other

one?
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JUDGE DOLAN: Yeah, go ahead, we'll just get it
all.

BY MR. Gl ORDANO:

Q | refer you to BOMA Exhibit 3.0, the
rebuttal panel testinmny of T.J. Brookover and
Chri stophe M Childress and the attached exhibits,
BOVA 3.1 and 3.2. And ask you if | were to ask you
the same questions contained in this testinony
t oday, woul d your answers be the same?

W TNESS CHI LDRESS: Yes, they woul d.

MR. Gl ORDANO: | move for the adm ssion of BOVA
Exhibits 3.0, 3.1 and 3.2 and tender M. Childress
and Mr. Brookover for cross exam nation.

JUDGE DOLAN: | think we had discussed | ast week,
and you may not have been here, M. G ordano, but
for panel testimony we are going to ask that it be
adopted at the end so there is no question about
who adopted who, what's the topic, what testinmony.
So that's fine, we'll just have the introductions
here, but then when they're done testifying we'll
admt their testinony into the record, okay?

MR. Gl ORDANO: That's fine. s there any
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particul ar procedure or can we respond to the
gquestions, whoever they believe is most appropriate
to respond?

JUDGE DOLAN: Yes.

MR. Gl ORDANO: Okay, thank you.

JUDGE DOLAN: Go ahead, M. Ratnaswany.

CROSS EXAM NATI ON
BY
MR. RATNASWAMY:

Q Can | refer to Lines 27 to 28 of your
direct, please? Is it correct there when you refer
to line item expenses you are including capital
i nvest ments and you are tal king about operating
expenses?

W TNESS BROOKOVER: That's correct.

Q And also to be clear, are you referring
there to total anmpunts paid for electricity demand
and usage, including electricity plus the delivery
of the electricity?

W TNESS BROOKOVER: That's correct.

Q G ven the significance that you identified

there and el sewhere in your testimony, of
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electricity expense as an operating expense, would
you agree that it's reasonable to assunme that nost,
if not all, of the people who have deci sion making
aut hority for BOMA nembers in relation to
electricity supply, are aware of the fact that Com
Ed' s bundl ed rates have been frozen since 19977

W TNESS BROOKOVER: | don't want to make that

assumption for most or all decision makers within

BOMA bui | di ngs. | believe some would have that
knowl edge, but | don't want to make the assunmption
for all.

Q M. Childress, if |I could refer you to
Lines 54 through 66 of your direct.

W TNESS CHI LDRESS: Yes.

Q Woul d you agree that you, yourself, have
counsel ed many BOMA members on alternative
suppliers opportunities versus Com Ed's existing
bundl ed rates?

W TNESS CHI LDRESS: Yes, | have.

Q Woul d you agree that the BOMA custoners
you' ve counsel ed understand that Com Ed's existing

bundl ed rates are frozen?
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W TNESS CHI LDRESS: |'m not sure that's al ways
t he case. It hasn't been the purpose for ny
counseling then to clarify the Ilength of time that
Com Ed's bundl ed rates have been frozen.

Q I n giving them counsel on whether to choose
an alternative supplier, don't they need to know
whet her Com Ed's rates are open to change?

W TNESS CHI LDRESS: We've explained to themthe
di fference between the current bundled rates and
Com Ed's currently avail abl e unbundl ed rates for
supply and delivery and how that inpacts their
bui l di ng, and the fact that if they can purchase
electricity currently at | ower costs than Com Ed's
bundl ed rates. But we generally don't get into the
i ssue of how | ong those rates have been bundled in
t he past.

Q Well, et me try that question again.

Don't you discuss with themthe fact that those
rates are frozen through the end of this year?

W TNESS CHI LDRESS: Yes, we have tal ked about the
fact in some cases that those rates are frozen

t hrough the end of 2006 and many of them are aware
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of that, yes.

Q When was the last time that the both of you
reviewed -- | suppose either of you, that one or
bot h of you reviewed your testinmny from what is
sometime calls the procurement case, Docket
05-0159?

W TNESS CHI LDRESS: We | ooked at that when we
were crossed in Springfield back |ast sumrer.

Q Was that the last time you | ooked at it?

W TNESS CHI LDRESS: | may have reviewed it
briefly at different tinmes since then.

Q Well, | do have copies here, but "Il try

this before I hand them out. Wbuld you agree that
you testified in your direct testimony in that case
t hat when customers make deci si ons about whether to
purchase electricity froma conpetitive supplier,
t hat the decision maker for the customer takes,
quote, takes into account the fact that Com Ed' s
bundl ed rates have been frozen and will be frozen
t hrough 2006, unquote?

MR. Gl ORDANO: Can you give us a reference?

MR. RATNASWAMY: Do you have a copy or do you
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need a copy?

MR. Gl ORDANO: Sorry, we need a copy of that.
Can you give us the lines?

MR. RATNASWAMY: Sure, Lines 550 to 553.

MR. Gl ORDANO: You can answer it.

W TNESS CHI LDRESS: |I'm sorry, can you ask the
guestion again?

BY MR. RATNASWAMY:

Q Woul d you agree that in that docket, the
two of you, as a panel, presented direct testinony
in which you indicated that when customers make
deci si ons about whether to purchase electricity
froma conpetitive supplier, the decision maker for
the customer, quote, takes into account the fact
that Com Ed's bundled rates will be frozen until
the end of 2006, end quote?

W TNESS BROOKOVER: Yes, it states that.

Q Woul d you agree that that's true?

W TNESS BROOKOVER: Yeah, relative to the fact
that it is true and that rates will be frozen
t hrough the end of this year.

Q Thank you. | don't know if you remenber
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t he exact date, but do you recall your direct
testinony in this case, in the witten form was
filed in Decenber?

W TNESS CHI LDRESS: The direct in the delivery
service case, yes.

Q Woul d you agree it was roughly a month
before the Comm ssion issued its order in the
procurement case?

W TNESS CHI LDRESS: Yes.

W TNESS BROOKOVER: Yes, roughly.

Q Are you famliar with the mtigation plan

t hat was approved in that order?

W TNESS CHI LDRESS: Yes, general terns, yes.

Q "1l try to make all the questions general,

t hen. In brief, would you agree that a mtigation

pl an was approved that related to all residenti al
customers, plus those eligible nonresidenti al
customers with demands of no more than 400
Kil owatts?

A That's our understandi ng, yes.

Q And woul d you agree the plan applies to

specific groups, the way it's cal cul ated?
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W TNESS CHI LDRESS: My understanding is that they
are making -- they are including a separate
grouping or classification for nonresidential space
heati ng custoners, yes.

Q Ri ght. So would you agree that the plan
applies to the customer supply groups that Com Ed
proposed in that case, plus, as a separate group,
residential space heating custonmers and plus as
anot her separate group, nonresidential space
heating custonmers, as long as they are eligible and
t he demands aren't over 400 kW?

W TNESS CHI LDRESS: Yes.

Q s it correct to say that a |large part of
your testinony concerns what you believe to be rate
shock in relation to Rider 25 customers?

W TNESS BROOKOVER yes.

Q And M. Gi ordano earlier asked Dr. Landon
some questions about Rider 25. Do you have a copy
of it?

MR. Gl ORDANCO: Copy of what, of Rider 25? Yeah.

MR. RATNASWAMY: This one | would |like to mark as

Com Ed cross Exhibit 8.
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(Wher eupon, Com Ed Cross
Exhi bit No. 8 was
mar ked for identification
as of this date.)

BY MR. RATNASWAMY:

Q Have you had a identify chance to | ook at
t hat ?

W TNESS BROOKOVER: Yes.

Q First, what is your understanding, if any,
the distinction between a rate and a rider in Com
Ed's schedul e of rates?

W TNESS CHI LDRESS: | wouldn't venture a detailed
answer to that question, except that we have an
under standi ng that rates and riders are both part
of the rates that customers are required to pay for
their electricity by |law according to the type of
service that they are eligible to receive.

Q Woul d you agree that as Rider 25 indicates
it's a rider to customers taking service under four
ot her specified rates?

W TNESS CHI LDRESS: Yes, that's our

under st andi ng.
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Q | f you could refer, please, to BOVA
Exhibit 1.3, which is one of the attachments to
your direct testinony.

W TNESS BROOKOVER: Yes.

Q I n one of your data request responses, it
I's your understanding that there are approxi mately
10,600 Rider 25 custonmers or customers eligible for
Ri der 25, do you renmenber that?

W TNESS CHI LDRESS: That's correct, yes.

Q | s that understandi ng based on this
docunment ?

A Yes, we derived that data from the tables
t hat were attached to this docunment .

Q Did you also | ook at how many Rider 25
customers were served under each of the different
rate groupings referenced in that document ?

W TNESS CHI LDRESS; | wasn't using that for any
purposes. | | ooked at the | oad of the customers
but not the specific numbers.

Q If I could direct your attention
particularly the attachment, Page 1 of 3.

W TNESS CHI LDRESS: Okay.
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Q Actually, let me give you this docunent as
well. | would like this to be Com Ed Cross
Exhibit 9.
MR. Gl ORDANO: We woul d object, there is no
reason for that, it's part of BOMA exhibit --
MR. RATNASWAMY: | mean a different document, |'m
sorry.
(Wher eupon, Com Ed Cross
Exhibit No. 9 was
mar ked for identification
as of this date.)

BY MR. RATNASWAMY:

Q ' m hoping this will avoid anyone having to
do any arithnetic. "1l represent to you what Com
Ed Cross Exhibit 9, is it takes BOMA Exhibit 1 --
1.3 and takes the first table at the top of Page 1
of 3, the attachnment thereto, and adds up the
average nunmber of Rider 25 or Rider 25 eligible
customers in each of the groupings.

W TNESS CHI LDRESS: OCkay.

Q So wi thouting asking you whether you agree

with the nunmber yet, do you at | east understand
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what |'ve said so far?

W TNESS CHI LDRESS: When you say add up, this was
a nonthly, that table that you are | ooking at, you
are tal king about 1.4 (b)(1), that first table?

Q Ri ght.

W TNESS CHI LDRESS: That shows, as | understand
it, it is a count of customers on a nonthly basis

SO0 you are saying a total how are you tal king about

total ?
Q The nonthly average.
W TNESS CHI LDRESS: Oh, average nmonth, | see.

Q Now, the BOMA Exhibit 1.3 is already in the
record, but would you be willing to accept, subject
to check, that if you total up the nonthly
averages, based on the first table on Page 1 of 3
there, that it shows that 9,379 and a half, on
average, of the Rider 25 current or eligible
customers have demands of no more than 400 kW?

W TNESS CHI LDRESS: Actually, subject to check,

t hose numbers | ook reasonable, that that would be a
total, yes, average total.

Q So if that's correct, then approxi mately
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9,379, out of 10,600 customers would be part of the
m tigation plan that was approved in the
procurement case, right?

A Yes, we made no representations to the
numbers, but that would seemto be a reasonable.

Q Thank you. You referred, of course, to
rate shock in your testimony. Could |I direct you,
in particular, to Lines 155 to 161 of your direct,
where you define that term

W TNESS CHI LDRESS: Yes.

Q You understand -- is it correct that you
understand that Com Ed' s bundl ed rates have been
frozen, as that termis used, since 19977

MR. Gl ORDANCO: Obj ection, asked and answer ed.

JUDGE DOLAN: Well --

MR. RATNASWAMY: That was the predicate for
anot her questi on.

JUDGE DOLAN: | was going to say I'll overrule it
for the purpose.

BY MR. RATNASWAMY:

Q We'l|l just nmove pass it. Do you know when

the rates that were frozen in 1997 were actually
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set for the first time?

W TNESS CHI LDRESS: The actual rates in place in

1997, no, | don't know when when the actual rates
were set.
Q To what extent, if any, are you famliar

with Com Ed's | ast bundled rate case, Docket 94-
0065.

W TNESS CHI LDRESS: | was not involved in that
case.

Q s it correct that your definition of rate
shock in your testinony does not include any
criterion for how |l ong the existing rates have been
in effect?

W TNESS BROOKOVER: That's correct.

Q And is it correct that your definition of
rate shock does not include any criterion for
whet her the existing rates were frozen by | aw?

W TNESS BROOKOVER: That's correct.

Q So under your definition, is it correct
that -- I'"m sorry, let me make it a hypothetical.

Pl ease assunme that the existing frozen

rates were first set by the Illinois Commerce
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Comm ssion in 1995. Is it correct under your
definition of rate shock, when determ ni ng whet her
there is rate shock, it is not relevant that the
existing rates have been in place since 1995?

W TNESS BROOKOVER: We didn't see those as being
relevant. We are | ooking at a point in time going
forward, not what's occurred in the past.

Q On Pages 13 to 14 of your direct testinony,
you di scuss customers with demand over
10 megawatts; is that correct?

W TNESS BROOKOVER: That's correct.

Q And you have a table on Line, | believe
it's 287. Do you see that?

W TNESS CHI LDRESS: Yes.

Q Woul d you agree that the $5.45 that is in
the third colum, second row, the figure for over
10- megawatt customers, is not the figure that the
customer would pay if they were in the high voltage

delivery class?

(Change of reporters.)
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W TNESS CHI LDRESS: Yes, we didn't mean to
represent that that would be the case

Q Okay.

W TNESS CHI LDRESS: Specifically, those that
wer e not high voltage.

Q Okay. Do you agree that under ComEd's
revised rate design spreadsheet presented in
surrebuttal that the charge for an
over-ten-megawatt customer in the high-voltage
class would be $2.18 rather than $5.45?

A | can't address that.

| don't have that in front of me. That

particul ar. ..

Q Did you review the surrebuttal testinony of

M. Alongi around M. Ml nerney?

A No, | did not.

Q "1l represent to you that that is a copy

of ComEd Exhibit 41.7.

MR. Gl ORDANC: Is this part of Alongi and
Mcl nerney's testimony?

MR. RATNASWAMY: Ri ght. It's one of the

attachments to their surrebuttal.
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MR. Gl ORDANO: Well, | mean you can ask
gquestions if you want. But they said they did not
review this.

W TNESS CHI LDRESS: Let nme clarify. \What we
have revi ewed was their testimony regarding rider
resale and so forth. We did not review all of
t hese other numbers, no.

BY MR. RATNASWAMY:

Q Okay. Let's go back to the direct

testinony of ComEd t hen.

Woul d you agree that ComEd's ori ginal

proposal for the distribution facilities charge for

t he high-voltage class was $2. 17 per nmonth?

W TNESS CHI LDRESS: Subj ect to check. I mean,
don't have these numbers in front of me, but
subject to check, yes.

| know it was significantly |ess.

Q Okay. Wuld you agree that roughly
one-third of the over-ten-megawatt custonmers are
eligible for the high-voltage delivery class?

MR. Gl ORDANC: Obj ection; relevance.

The BOMA testinony is related to the
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non- hi gh voltage customers. | mean, the non-high
vol tage customers are the BOMA buil di ngs, and
that's what the witnesses are testifying about

| don't really think we need -- | nmean,
t hese questions m ght be nmore appropriately
addressed to the witnesses for |1 EC who are
directly affected by this.

JUDGE DOLAN: "1l sustain the objection.

BY MR. RATNASWAMY:

Q Okay. Let's back up then.

What is your proposal relating to
over-ten-nmegawatt customers?

W TNESS CHI LDRESS: OQur proposal in general is
the 10- megawatt customers woul d see an increase in
their delivery service charges relative to what
they currently are that would be conparable to
ot her non-high voltage customers in other rate
cl asses.

Q Okay. And is your proposal limted to the
over-ten-megawatt customers who are not in the high
vol tage cl ass?

W TNESS CHI LDRESS: Ri ght. We are not
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specifically addressing that --

Q Okay. | don't have a line reference.

But | believe you referred somewhere in
your testimony to there being approximtely 70
over-ten-megawatt customers; is that correct?

W TNESS CHI LDRESS: Yes, we di d.

Q Okay. Isn't that correct that that
I ncl udes the ones who are in the high-voltage
class?

W TNESS CHI LDRESS: That reference was just to
give an idea that there were a small nunber of
customers.

We were not specifically there saying
t hat that was the group of customers that we were
specifically addressing.

Only to give people who were rating it
an idea that that was a small nunber of custonmers,
and among those woul d be 10-megawatt customers that
woul d be i npacted.

Q Isn't it correct that the number of
hi gh-vol tage customers -- sorry.

The number of over-ten-megawatt
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customers to whom your proposal would apply is only
approxi mately 54?

W TNESS CHI LDRESS: It may be. That's possible.
| don't know for certain. Subj ect to check that
may be a reasonabl e number.

Q | just handed you a copy to ConmEd's
response to Department of Energy Data Request 05.

Have you seen that before?

W TNESS CHI LDRESS: | do not recall having
reviewed this before.

Q |'m sorry. MWhat is the basis of your
under standi ng that there is approximtely 70
over-ten- megawatt customers?

W TNESS CHI LDRESS: It's probably taken from
the -- 1 have to go back and | ook. It may have
been taken fromjust the review of nunbers of what
we include in our BOMA Exhibit No. 1.3.

Q So as you sit here right now, though, do
you have any data on how many of those customers
are not in the high-voltage class?

W TNESS CHI LDRESS: We know that there are BOVA,

a number of BOMA custonmers which we specifically
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have listed that are not high-voltage customers.
They're over 10 megawatts.

Q But other than that, you don't have any
ot her data on the point; is that right?

W TNESS CHI LDRESS: Data in terms of what?

Q How many customers your proposal applies
to?

W TNESS CHI LDRESS: No, we don't have any
specific data on the exact numbers.

Q Okay. Do you have any data on around
number or a rough or an proxi mate number?

MR. Gl ORDANO: Objection; asked and answered.

He was al ready asked whet her there was

54. And under M. Childress testified that sounded
| i ke a reasonabl e nunber.

JUDGE DOLAN: Sust ai ned.

MR. RATNASWAMY: No further questions.

Thank you.

JUDGE DOLAN: Any redirect?

MR. Gl ORDANGO: Yes, your Honor.

MR. RATNASWAMY: You want me to move my exhibits

bef ore you go ahead?
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MR. Gl ORDANGO: Yeah.
MR. RATNASWAMY: | would like to move ComEd
Cross-Exhibit 8, which a copy of Rider 25.
MR. Gl ORDANO: No obj ection.
JUDGE DOLAN: ComEd Cross-Exhibit 8 will be
adm tted into evidence
(Whereupon, ComEd Cross- Exhi bit
No. 8 was admtted into
evi dence.)
MR. RATNASWAMY: And ConEd Cross-Exhibit No. 9
which is cal cul ati ons based on BOMA Exhibit 1.3.
MR. Gl ORDANC: No obj ecti on.
JUDGE DOLAN: ComEd Cross-Exhibit No. 9 will be
admtted into evidence.
MR. RATNASWAMY: Thank you.
(Wher eupon, ComEd
Cross- Exhibit No. 9 was
adm tted into evidence.)
REDI RECT EXAM NATI ON
BY
MR. Gl ORDANO:

Q | just have a few questions for you, sirs,
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on redirect.

You were asked by M. Ratnaswany
guestions about a mtigation plan that was adopted
by the 1CC in procurenment docket, correct?

W TNESS CHI LDRESS: Correct.

Q Do you believe that that mtigation plan is
adequate for nonresidential space heating
customers?

W TNESS CHI LDRESS: No, we do not.

Q Can you tell ne why not?

A Well, for two reasons.

One is, as we have covered in our
rebuttal testinony, it would apply to only a small
percentage of the customer |oad; we estimated on
the order of about 20 percent of the custonmer | oad.
And the | argest portion of the | oad would not
potentially benefit fromthat.

The other reason is that we considered
it to be a very limted mtigation in that it was
basically only kicked in when there were fairly
hi gh t hreshol ds reached of 150 percent of the,

ot herwi se, applicable increases or | believe it was
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20 percent overall increase.

Q And then you say that 80 percent of the
| oad woul d not be covered by the plan, can you
explain the difference between the | oad and the
number of customers effected by the mtigation
pl an?

W TNESS CHI LDRESS: Yes.

Basically what -- if you work in this
mar ket , what you realize very quickly is that a | ot
of the |l arge commercial buildings particularly
within the City here in the |oop and even out of
the city, they have a disproportionate amount of
the load. And that the smaller customers may,
there may be a | arge nunber of them, but they wll
on an individual basis have a fairly smaller anount
of | oad, whereas a smaller number of big buildings
will be the ones who will be the nmost inpacted by
the |l oss of Rider 25. That's a | arge amount of
overall electricity being procured under Rider 25.

Q So if I refer you to ConmEd Cross-Exhibit
No. 9, and there we're referring to 1,224 buil dings

or consumers, nonresidential consumers that are not
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covered by the mtigation plan, you are saying that
t hose consumers would makeup approxi mately

80 percent of the nonresidential electric space
heating |oad; is that correct?

W TNESS CHI LDRESS: That's not exact because |I'm
not sure if he included high voltage distribution.

But as a rule of thumb, yes, about
80 percent of the | oad would be in those buil dings,
that's correct.

Q M. Brookover, do you have anything to add
why you believe the mtigation plan is adequate or
not ?

MR. RATNASWAMY: | do object to that question.

| think the question went to the panel
and one of the two witnesses chose to address it.
And | don't think it's appropriate to sinmply ask
the second witness if he wants to say sonething
el se.

JUDGE DOLAN: "1l sustain the objection.

BY MR. Gl ORDANGO:
Q Let me ask you anot her question.

You were asks questions regarding Rider
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25. And it being applicable to other ComEd rates
specifically Rate 6, 6L, 24 and 87.

Do you know whet her nonresidential space
heati ng customers are charged by ConEd, the rates
under Rider 25? Or are they charged the rates
under Rate 6, 6L, 24 and 877

W TNESS CHI LDRESS: They woul d be charged both
If they're eligible for Rider 25 and receiving
service under Rate 6, 6L, 24, 87 and Rider 25.

Q Now, when you say, they would be charged
bot h, they would not be charged any demand charges
that are in Rate 6, 6L, 24 or 87; is that correct?

W TNESS CHI LDRESS: For space heating demand,
that is correct.

Q And that's because of Rider 25, correct?

W TNESS CHI LDRESS: That's because of Rider 25,
that's correct.

Q Now, Mr. Brookover, you asked -- you
answered that your rate shock criterion does not
i nclude a consideration of how long rates were
frozen and whet her or not they had been frozen by

|law;, is that correct?

1532



10

11

12

13

14

15

16

17

18

19

20

21

22

W TNESS BROOKOVER: That's correct.

Q Can you explain why your rate shock
criterion do not include such considerations?

W TNESS BROOKOVER: We recently experienced that
electricity consumed is -- under -- in a
conpetitive market, a somewhat conpetitive market
has been equal to or in some cases |less than the
bundl ed rates offered by ComEd.

So, therefore, we didn't consider frozen
rates or how |l ong they have been frozen in our
definition of rate shock.

Q And you also testified that you | ook at
rate shock on a forward-1|ooking basis.

Can you explain why that is?

W TNESS BROOKOVER: Yes.

As a building owner manager for a
certain time, we're cognizant of our future prices
that we'll pay for our commdities. And we're
al ways | ooking at, and sensitive to, those future
comodity prices.

So whenever we're | ooking at a commodity

to be purchased, it's typically in the future.
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Rarely do we | ook at past trends, but only
concerned about future trends when it comes to
purchasing commodities for buil dings.

Q You were also asked what your proposal was
for over-ten-megawatt custoners.

| f you refer to -- you m ght want to
refer to Page 14 of your direct. Can you explain
for the record, exactly what your proposal is for
over-ten-nmegawatt customers?

MR. RATNASWAMY: ' m sorry.

M. G ordano, where was it?

MR. Gl ORDANC: Page 14, Lines 292 to 299.

W TNESS CHI LDRESS: We were proposing that ComEd
continue to provide a discount to Rider HVDS
customers that is consistent with its current
practice, and the cost of that |ost revenue be
equal ly distributed on an equal percentage basis
among all nonresidential customers classes just as
they currently do rather than creating a separate
rate class for high voltage distribution custonmers.

Q And ot her than that, you are also proposing

t hat there be an equal percentage increase for
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over-ten-megawatt customers; is that

A

Yes.

with over-10-megawatts.

MR. Gl ORDANO: Thank you.

right?

Conparable to the other custonmers

| have no further questions.

JUDGE DOLAN: Any recross?

MR. RATNASWAMY: Very brief.

Q

neutral"

| s

RECROSS EXAM NATI ON

BY

MR. RATNASWAMY:

it fair to use the term

with regard to the proposal

descri bed?

W TNESS CHI LDRESS:

neutral,

Q

The one you were just

It's intended to be revenue neutral ?

whi ch proposal ?

over-ten-nmegawatt custonmers.

When you say,

"revenue

you j ust

"revenue

descri bing on the

for

W TNESS CHI LDRESS: Yes. lt's fair we would be
proposing it to be done -- in a revenue neutral
ConEd?

Q

Are you tal king about

Yes.

for

ComEd?
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W TNESS CHI LDRESS: Yes.

Q Okay. Does your testinony address whet her
your ot her proposals are or are not intended to be
revenue neutral ?

W TNESS CHI LDRESS: The testinmny we presented
does not specifically address that, but that was
our intention that they would be revenue neutral
with respect to ComEd.

MR. RATNASWAMY: Okay.

Thank you.

No further questions.

JUDGE DOLAN: You want to go ahead and introduce
your documents into the record.

MR. Gl ORDANGO: Yes.

We would |like to nove for the adm ssion
of BOMA Exhibits 1.0 through 1.4 and BOMA Exhibits
3.0 through 3. 2.

JUDGE DOLAN: Any objection?

MR. RATNASWAMY: No.

JUDGE DOLAN: BOMA 1.0 direct, BOMA direct
Exhibit 1.1, BOMA Exhibit 1.2, BOVWA Exhibit 1.3,

BOVA Exhibit 1.4 will be admtted into the record
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1 BOMA rebuttal Exhibit 3.0, BOMA rebutta
2 Exhibit 3.1 and BOVA rebuttal Exhibit 3.2 will also

3 be admtted into the record. Thank you.

4 (Wher eupon, BOMA 1.0 direct, BOMA

5 direct Exhibit 1.1, BOMA Exhibit 1.2,
6 BOMA Exhibit 1.3, BOMA Exhibit 1.4,

7 BOMA rebuttal Exhibit 3.0, BOVA

8 rebuttal Exhibit 3.1 and BOMA rebuttal
9 Exhibit 3.2 were admtted into

10 evi dence.)

11 MR. Gl ORDANO: Our affidavit of M. MClanahan

12 is not quite ready.

13 Do you want us to orally present that or
14 just submt it to you? There is no

15 cross-exam nation for him

16 JUDGE DOLAN: Probably you should present it to

17 wus along with the testinonies so we can get it into

18 +the record.

19 MR. Gl ORDANC: Orally. That's fine. Sur e.
20 JUDGE DOLAN: Yes.

21 MR. Gl ORDANOC: At anyti nme?

22 JUDGE DOLAN: Yes.
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MR. Gl ORDANO: Thank you. Are they excused?
JUDGE DOLAN: Yes.
(W tnesses excused.)
JUDGE DOLAN: It | ooks Iike we have ComEd's
W t ness Heintz next.
MR. GUERRA: ConmEd calls its next witness

M. Alan C. Heintz.

JUDGE DOLAN: M. Heintz, would you please raise

your right hand.
(Wtness sworn.)

ALAN C. HEI NTZ,

called as a witness herein, having been first duly

sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

BY
MR. GUERRA:
Q Coul d you state your name and busi ness

address for the record
A My name is Alan C. Heintz.
The address is 1155 15th Street,
Nort hwest, Washi ngton, DC, 20005.

Q And by whom are you enployed? And what
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your position?

A ' m enpl oyed by Brown W I Ilianms Moorehead
and Quinn. And my position is vice president.

Q Do you have in front of you what has been
mar ked as ComEd Exhibit 11.0, entitled the Direct
Testinmony of Alan Heintz with attached Schedul es
11.1 and 11.27

A | do.

MR. GUERRA: For the record, your Honor, this
was filed on E-docket August 31, 2005.

BY MR. GUERRA.

Q M. Heintz, do you also have in front of
you a docunent that has also been marked for
identification 25.0 with attached Schedul e 25. 1.

A | do.

Q And is this entitled, the Rebuttal
Testi nony of Alan C. Heintz?

A It is.

MR. GUERRA: Judge, for the record this was
filed on E-docket on January 30, 2006.

BY MR. GUERRA:

Q And do you also have a document in front
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you t hat

Exhi bi t

Surrebutt al

A

Q

's been mar ked for

identificati on ConmEd

42.0 with attached schedule 42.1, entitled
of Alan C. Heintz?

| do.

And if | -- were these docunents -- these

three docunents prepared under your direction and

control?
A
Q
cont ai ne
same?

A

Yes.

If I were to ask you all

d therein today, would your

They woul d.

MR. GUERRA: Your Honor,

for the

with att

JUDGE DOLAN:

MS. SARDENA:

adm ssion of ComEd

ached exhi bits.

JUDGE DOLAN: ComEd Exhi

Exhi bit

adm tted

Exhi bi t

11. 1, an ComEd Exhi

i nto evi dence.

ConmEd Exhibit 25.0 along with ComEd

Schedule 25.1 will

t he questions

answers be the

at this point, I move

Exhibit 11.0, 25.0,

Any obj ection?

No obj ection.

bit 11.0, ComEd

bit 11.2 will be

be adm tted

into

42. 0
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evi dence.
And ComkEd Exhibit 42.0 along with ComEd
Exhi bit Schedule 42.1 will also be admtted into
the record.
(Wher eupon, ConEd Exhibit 11.0,
ComeEd Exhibit 11.1, ComEd 11. 2,
25.0, Schedule 25.1, ComEd 42.0
42.1 were adm tted into
evi dence.)
Thank you.
MR. GUERRA: At this point, we tender
M. Heintz for cross-exam nation.
CROSS EXAM NATI ON
BY
MS. SODERNA:
Q Good nmorning, M. Heintz.
My name is Julie Sordena. | represent
the Citizen's Utility Board.
| actually have substantially |ess cross
than anticipated for you this norning.
M. Heintz, you respond to the embedded

costs service study in this proceeding; is that
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correct?
A That is correct.

Q And the cost-of-service study generally

established the inner-class allocation of enbedded

di stribution and customer costs among the vari ous

resale customer classes, correct?

A That is correct.

Q You devel oped allocators for your
cost-of-service study based | argely upon
non-coi nci dental demands, is that correct?
Non-coi nci dental peak demands?

When you say, "largely," yes.
And not for every class, but for nost?

Not for every function, but yes.

o > O »F

Ri ght . Ri ght .
And the purpose behind your

recommendation, referring again to the

non-coi nci dent peak demand allocation is that only

peak demands drive the costs of the distribution

system 1is that correct?

A Well, various types of peaks drive various

types of costs.
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I n other words, on the higher voltage
distribution it is more of a coincident peak. On
radio feeders, it's the non-coincident peak that
drives the cost.

Q And referring specifically to the
di stribution, distribution line, distribution
substations and line transformers, those are based
entirely on non-coincident peak basis; is that
correct?

A That is correct.

Q Okay. And the theory, again, just to
clarify is that with regard to the distribution
el ements | just described, that the peak demands
are what drive the costs of those elements of the
system is that right?

A That is correct.

Q Okay. Now, your allocators with regard to
the distribution system are based solely on demand.

Those don't take into account annual
utilization of the distribution system, is that
correct?

A Well, those are their demands during the
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year.

Q Okay. But overall annual utilization of

the system not just peak days?

A I n other words, the kilowatt hours?

Q Ri ght.

A The vol unme?

Q Ri ght.

A No, it doesn't include the vol une.

Q Woul d you agree that there is some judgment
or discretion involved in your design of the
cost-of-service study?

A | believe there's areas where there is a
smal | amount.

MR. ROBERTSON: Could the witness nmove the
m crophone just a little bit closer.

BY MS. SODERNA:

Q And nore specifically with regard to the
design of the allocators in the cost-of-service
study, would you agree there is some judgment or
di scretion involved with the determ nation of those
all ocators?

A Yes, | woul d.
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Q Woul d you agree that rate design generally
is not an exact science?

A | don't do rate design, so | don't think I
can comment on that.

Q How woul d you characterize?

A This is cost of service. It's not a design
of the rates.

Q Okay. Cost of service, in your
cost-of-service study then in your devel opnent of
the allocators in the cost-of-service study that
that's not an exact science, that there is sonme
judgment involved, as you just said?

A Yes, | woul d.

Q Okay. Wuld you agree that the Comm ssion
has di scretion to set class revenue requirements
based on non cost criteria, such as gradualism
rate impact, fairness in equity, as well as the
cost-of-service principles?

A | believe the Conm ssion's have the
authority to take into account other considerations
but weigh them in ternms of whether or not they're

going to |l eave cost causation and go to some other
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met hod i s overwhel m ng or |east there is very good
reason to depart from cost causation.

Q Okay. M. Heintz, you stated that the
enbedded cost-of-service study that you present in
this case is simlar to the cost-of-service studies
approved by the Comm ssion in the |last two delivery
cases; is that right?

A That is correct. | note there m ght be a
few differences.

Q Okay. But overall, they're simlar?

A That is correct.

Q Woul d you agree that the DST rates
established in those cases were not, in fact,
actually paid by residential customers?

MR. GUERRA: Objection, your Honor.

This question is going to rates. And
M. Heintz is testifying with respect to the
embedded cost-of-service study.

MS. SORDENA: | s there another witness that
woul d be more appropriate, M. Crunrine for
exampl e?

MR. GUERRA: ( Shaking head up and down.)
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MS. SORDENA: 11 withdraw the questi on.
JUDGE DOLAN: Thank you.
MS. SORDENA: That's all | have actually.
Thanks.
CROSS EXAM NATI ON
BY
MR. GARG:
Q Hel |l o, M. Heintz. My nane is Rishi Garg.

| work for the Attorney's General Office. And I

will be asking you a few questions.
A Good mor ni ng.
Q Can you refer to your direct testimony at

Page 19. The question and answer that begin on
Line 411.

Here you descri be ComEd's proposal to,
as you state, quote, "simplify its rate structure"”
correct?

A That is correct.

Q What role did you have in ConkEd' s decision
to develop these new customer classes?

A Actually, no role.

Q Before this case was filed, were you asked
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to prepare any alternate cost-of-service studies
t hat | ooked at retaining some or all of the
exi sting customer classifications?

A | believe it was after.

Q And are you referring to the errata filing
the 285.510, Schedul e 867

A You would have to refresh ny menory on the
number .

Q Sur e. Sur e.

MR. GARG. May | approach the wi tness?

JUDGE DOLAN: Yes.
BY MR. GARG:

Q Does this refresh your menory?

A Yes, work paper to Exhibit 11.1, Schedul e
2A.

Q And this would be an alternate

cost-of-service study that you prepared in this

case?
A That is correct.
Q So other than this residential four-class

study, did you prepare any other alternate studies

before this case was filed?
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A No.

Q So to be clear, before this case was filed,
ConmEd had two cost-of-service studies fromyou; one
with a single residential class, and one that
retained the four residential classes; is that
correct?

A Sitting here right now, ny recollection is
this was done | ater.

Q But other than these two cost-of-service
studi es that you submtted for this case, were
there any other that you prepared?

A Yes. | prepared one for the 10-megawatt
and above and another for the CTA.

Q But I"'mreferring just to the residenti al
class?

A No, sir.

Q Okay. And referring to these two studies,
isn't it true that each of the studies contains
sufficient information for ConEd to design rates to
recover the residential revenue requirement?

A Coul d you restate that please

Say that again.
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Q Sure. Sur e.
Isn't it true that each of those studies

contain sufficient information for ComEd to design
rates to recover the residential revenue
requi rement ?

A Yes, it does.

Q Whi ch study did you prepare first?

A |s the study 11.1 that's attached to
Exhibit 11.

Q And that's the one that ComEd i s proposing
in this case?

A That is correct.

Why did you prepare the other one?

A | believe | was asked to do so by Conpany.

Q Who asked you to do it?

A It may have been through counsel. | don't
recal | .

Q What expl anation were you given as to why

you were to prepare it?
A Very much |ike the 10,000 and above, and
the CTA run that were part of 25.1 and 42.1 run.

They just asked to have it run. And | asked for
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the data that was necessary to run it.

Q Ri ght. There was no expl anation given?

A | think they wanted to see.

Q Bef ore you prepared the two studies, were
you told which one -- were you told which one would

reflect ConEd's proposal and which one would be the
alternate?
A | don't believe before running, no.

My recollection is that we ran the
proposed and we filed it.

l'"mtrying to remember when this was
run. | thought it was run subsequent. But |I'm
trying to remember.

Sorry. Sitting here right now, | don't

have the chronol ogical order of the two.

Q But you stated that the Proposal 1 was run
first?

A Yes.

MR. GARG. | have no further questions.

JUDGE DOLAN: Thank you.

M. Neil an.
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CROSS EXAM NATI ON
BY
MR. NEI LAN:

Q Good morning, M. Heintz.

My name is Paul Neilan, N-e-i-l-a-n. |
represent the Buil ding Owvmers Managers Associ ation
of Chicago with a few questions for you.

A Good nor ni ng.

Q M. Heintz, if I may refer you to your
direct testimony at ComkEd Exhibit 11.0, Page 1,

Li ne 68?

A Sorry. Could you repeat the line number.

Q Sure, Page 1, Lines 6 to 8.

It is the purpose of your testimony to
present and support ConkEd's embedded
cost-of-service study; is that correct?

A That is correct.

Q s it correct that in the tariffs that are
proposed by ComkEd in this proceedi ng, ConmEd
proposes to consolidate eight current residential
delivery services custonmer classes into three

customer cl asses?
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And you may also refer in your direct
testi nony, Page 19 -- excuse me.

Nonresi denti al . For nonresidenti al
customer service classes?

A Yes, sir.

Q s it also correct that these new proposed
classes are a small | oad class, O to 100 kilowatts
peak demand?

A Yes.

Q A large load class at 401 kilowatts to
1,000 kil owatts?

A Yes, sir.

Q And the very large load class, 1,001
kil owatts to 10,000 kil owatts?

A Yes.

Q Do you agree that these three delivery
service customer classes, nonresidential custonmer
classes, small | oad, large |oad and very |l arge | oad
are not provided for in ComkEd's currently effective
tariffs, and, in fact, are being proposed in this
case?

A That is correct.
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Q So you agree that these three delivery
services custoner classes do not exist now?

A Yes, sir.

Q Is it also true that ComEd's enbodi ed
cost-of-service study shows in the allocation of
costs just fees to proposed delivery services in
customer cl asses?

A In 11.1, yes.

Q s it also true that ComkEd's enbedded
cost-of-service study does not contain any
all ocation of costs to the customer cl asses
exi sting under ConEd's currently effective tariffs?

A The only customer classes that are
enconpassed in the cost of service are those that
are listed here and also on 11.1.

Q So in preparing your embedded
cost-of-service study, did you |look at the existing
cl asses under ConmEd's currently effective tariffs?

A | was fam liar because we had done the | ast
two DSTs, and we knew which customer classes we
all ocated the | ast two tines.

Q But those customer service -- those
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delivery services customer classes are not
addressed in your embedded cost-of-service study;
is that correct?

A That is correct. They're enconpassed in
ot her cl asses.

MR. NEI LAN:  Your Honor, | would like to
I ntroduce BOMA Cross-Exhibit No. 5.

May | approach the witness
(Wher eupon, BOMA Deposition Cross-Exhibit No. 5 was
mar ked for identification.)
BY MR. NEI LAN:

Q M. Heintz, this is a copy of the Illinois
Commerce Conmm ssion's section of the Illinois
Commerce Comm ssion's Rule, Section 285.5110.

Are you famliar with this rule?

A | have seen it before, yes.

Q s it true that the first sentence, if you
were to | ook at Section A Paragraph A, in the
section of the Comm ssion's rule, is it true that
in the first sentence in this section says,
Schedul e E-6, "The full set of cost of service

results that presents the functionalization,
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classification, and allocation to the Utility's
rate classes of all Illinois jurisdiction costs on
the utility systemas follows..." And then it
lists several items; is that correct?

A That's correct.

Q And we earlier stated that ComEd did not
prepare any enmbedded service cost-of-service study

with regard to any existing classes of delivery

service customers; is that correct?
A Except what | was given that's referred to
Schedul e E-6, as work papers to 11.1. It was

handed out earlier.

Q s it also true that ComEd has prepared no
embedded cost-of-service study that shows class by
class changes for its existing classes that would
result from the proposed changes in its rates?

A No. The cost of service is presented here
in the Schedule E-6 that was referred to earlier as
the break out of the existing customer classes for
the single famly, multi-famly, single famly,
multi-famly. And then has the small, medium and

| arge, but does not have the --
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Q That shows rates, but not costs; is that

correct?
A It shows costs.
Q It does show costs?
A It shows costs, not rates.
Q If I can refer you to your direct testinony

ConmEd, Exhibit 11.0 on Page 6, Lines 111 to 113.

It's your position that the basic
structuring function of the enbedded
cost-of-service studies in this docket is the sanme
of that submtted in Dockets 99-0017 and 01- 0423,
I's that correct?

A That's correct.

Q Are you testifying that the embedded
cost-of-service study in 99-0117 and 01-0423
reflect allocation of costs to ConmEd's small | oad,
| arge | oad, very large |oad and customer classes as
you presented in this proceeding?

A As | mentioned, in the testimony there are
some exceptions. We kept the exceptions as m ni mal
as possible. There is a change in the custoner

cl asses.
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Q The only embedded cost-of-service study
presented on rebuttal in your rebuttal testinony
was the enbedded cost-of-service study from | CC
Docket 01-0423 and on a new cost-of-service study;
is that correct?

A |'m sorry? In nmy rebuttal testimny here?

Q Yes. On rebuttal?

A On rebuttal that has the 10-nmegawatt cl ass
pul | ed out.

Q But that's the embedded cost-of-service
study from | CC Docket 01-0423 and then a new
cost-of-service study; is that correct?

A No. This is a new cost of service. It is
consistent with the one in 11.1.

Q s it your position that in order to
perform an embedded cost-of-service study in a
class of customers, ComEd would have to have data
on that class of custonmers?

A Yes.

Q So you would agree that if ComEd has no
data on the costs to serve a class of custoners,

it's not possible to determ ne what their cost of
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service is?

A Yes. | f you don't have the peaks, for
exanpl e, of the customer class, you could not
all ocate the demand cost. If you didn't know t he
cost of their nmeters, services, and so forth.

Q Woul d you agree that ComEd has not prepared
any embedded cost-of-service study that woul d show
what the cost of service is for nonresidenti al

space heating custoners?

A | don't know if ComEd has or has not, but I
have not .

Q Are you aware of any?

A No, |'m not.

Q If I may refer you to your rebuttal

testi nony, ComEd Exhibit 25.0, Page 2, Line 29.
At that place in your testimny, it's

correct, you use the term "m nimum distribution

systent?
A That's correct.
Q When you use that term "m ninmum

di stribution system" what do you mean?

A It's analysis of the smallest sized
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facilities that are currently being installed by a
utility.

And it's not the facilities that are
actually installed, and you actually cal cul ate what
the cost of the system would be given the small est
facilities that are currently being installed are.
It's a hypothetical. It doesn't exist. But you
are going to do an analysis to determ ne a smaller
portion of the system what it would cost.

Q If I may also refer you in your rebuttal
testi nony, Page 3, at Lines 52 to 55, is it correct
t hat at that place in your testimny you quote a
portion of the prior order of the Illinois Conmmerce
Comm ssion in Docket 00-08027?

A That is correct.

Q And isn't it true that the final order that
you gquote relates not to ConmkEd as a distribution
only utility, but rather to Ameren CIPs and Ameren
Uni on Electric?

A That's correct, as stated on Line 47.

MR. Gl ORDANOC: Can we have one moment ?

JUDGE DOLAN: Sure.
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BY MR. NEI LAN:

Q Do you agree that service drops, neters,
meter reading, billing and coll ections, customer
account mai ntenance are custonmer-related services?

A | do.

Q And you woul d al so agree that the cost of
providing these services would be properly
characterized as custoner-related costs?

A That is correct.

Q If I can refer you to your rebuttal
testi nony at ComkEd Exhibit 25.0, Page 2, Line 32
to 33.

s it correct that you state there that
demands are the primary factor causing cost
i ncurrence; is that correct?

A That is for the distribution accounts, yes.

Q And by primary factor, are you testifying
t hat demands are the only factors causing cost
i ncurrence?

A No, sir, |I'm not.

Q So it's correct then that -- strike that.

s it your position that all costs of
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the distribution system are demand rel ated and none
are customer related?
A No, sir. | think I just agreed two
questi ons ago that services and a nunber of other
-- meters, meter reading are customer rel ated.
MR. NEI LAN: Okay. Thank you.
| have no further questions, your Honor.
| would like to introduce BOVA Exhibits,
| believe, it's 6 (sic) | believe.
JUDGE DOLAN: Any objection?
MR. GUERRA: Is that the Adm nistrative Code?
MR. NEI LAN: 5. It is.
MR. GUERRA: |'m going to object.
Why are we adm tting the Adm nistrative
Code? | mean, the code speaks for itself.
MR. NEI LAN: We will withdraw it.
JUDGE DOLAN: M. Feeley, are you ready?
MR. FEELEY: Staff, doesn't have any.
JUDGE DOLAN: We have either the City, CTA or
Cook County, State's Attorney or the IIEC?
VWho wants to go next?

MR. ROBERTSON: I have none.
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MR. BALOUGH: CTA has none.
MR. GOLDENBERG: We have none.
JUDGE DOLAN: So is there any redirect?
(No response.)
Everyone el se wi ped out.
MR. GUERRA: Can we have just a second?
JUDGE DOLAN: Certainly.
MR. GUERRA: No redirect.
JUDGE DOLAN: No redirect.
Al'l right.
M. Heintz, you are excused.
Thank you.
(Wtness excused.)
JUDGE DOLAN: We're ready to go back on the
record.
MS. SCARSELLA: Staff calls Thomas Griffin.
JUDGE DOLAN: Can you raise your right hand.

(W tness sworn.)

MS. SCARSELLA: |Is it acceptable still to enter

M. Griffin's exhibits via stipulation, the way
we' ve been handling it?

JUDGE HALOULQOS: Yes.
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MS. SCARSELLA: Thomas Griffin is offering two
exhibits, I1CC Staff 3.0, Schedules 3 -- which
includes 3.1 through 3.4, and also ICC Staff
Exhi bit 14.0, Schedules -- which includes Schedul es
14. 1 through 14.2.

THOMAS GRI FFI N
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY

MS. SCARSELLA:

Q Prior to moving these exhibits into the
record, M. Griffin, do you have anything that you
would like to add regardi ng your direct and

rebuttal testinonies?

A Yes. In both my direct and rebuttal
testinonies, | point out that ConmkEd has $53.4
mllion in capital projects in two places in the

rate base.
ConmEd i ncluded the projects in
construction work in progress or CWP, CWI-P, and

in additions to plant in service. | proposed
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elimnating these projects fromplant in service.

M. MGarry (phonetic) who is appearing
in this case on behalf of CUB and the Cook County
State's Attorney's Office, also recognized the
duplication and proposed in his testinony
elimnating the projects from construction work in
progress.

Last week M. MGarry, ComEd witness
M. Hill and | agreed that an appropriate |evel of
CWP in rate base at Decenber 31st, 2004 for the
purpose of this case would be 70 percent of the
CW P bal ance at December 31, 2005.

This will result in reducing CWP in
rate base from 53,449,000 to 41,160,000. It also

elimnates the double counting that ComEd's rate

base.

Therefore, I am no |onger proposing the
53,449, 000 adjustnments to plant in service. I n
addition, | now recomend an adjustnment to reduce

CWP in r rate base by 12,289,000 from 53,449,000 to
41,160, 000 consistent with this agreenment.

MS. SCARSELLA: And with that, your Honor, Staff
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moves to admt to the record ICC Staff Exhibit 3.

0,

whi ch i ncludes Schedules 3.1 through 3.4, and | CC

Staff Exhibit 14.0, Schedules 14.1 and 14. 2.
JUDGE DOLAN: Any objection?
MS. POLEK- O BRI EN: No obj ection.
JUDGE DOLAN: All right. Staff Exhibit 3.0
along with Attachments 3.1 through 3.4 will be

admtted into the record, and Staff Exhibit 14.0

along with Exhibit -- or Attachments 14.1 and 14
will also be admtted into the record.
Thank you.

(Wher eupon, Staff
Exhi bit Nos. 3 and 14 were
admtted into evidence as
of this date.)
JUDGE DOLAN: You ready to proceed?
MS. SCARSELLA: Yes.
M. Griffinis ready to

cross-exam nati on.

.2
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CROSS- EXAM NATI ON
BY
MS. POLEK- O BRI EN
Q H, M. Griffin. " m Stacy Pol ek-O Brien.
|"ve got just a couple questions for you.

In conjunction with your proposed
adj ust ment of 53,449,000 to plant in service, you
al so suggested adjustnments to accunul at ed
depreciation, accunmul ated deferred i ncome taxes and
depreci ati on expense.

G ven this new adjustment, the one that
you're proposing in lieu of this, those adjustnments
don't need to be made anynore, correct?

A Those adjustments are no | onger
appropriate. That's correct.

MS. POLEK- O BRI EN: Thank you.

| have nothing el se.

JUDGE DOLAN: Any redirect?

MS. SCARSELLA: No.

JUDGE DOLAN: All right. Thank you,
M. Griffin.

MR. ROBERTSON: Your Honor ?
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JUDGE DOLAN: Yes.

MR. ROBERTSON: It's ny understanding -- or
entered into an agreement with CES regardi ng ny
deci sion not to cross-exam ne their witness,

M. O Connor.

They' ve agreed, as | understand it, to
the adm ssion of an Il EC cross exhibit in |ieu of
cross-exam nation, and |I'd like to offer that now,
if it's convenient, or I can do it at a later tine.

JUDGE DOLAN: No, that's probably conveni ent
now.

MR. ROBERTSON: If | may, your Honor. This
exhibit is CES Exhibit 1.6 from the ComEd Power
Procurement case, Docket 05-0159, and it is an
illustration of M. -- or Dr. O Connor's
cal cul ation of savings associated with electric
restructuring.

And it is my understanding that CES
agrees that this is an accurate description of his
calculation in this case. And, therefore, we would
nmove the adm ssion of IIEC Cross Exhibit No. 1

pursuant to our agreement with CES.
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JUDGE DOLAN: Any objection?

MR. KAM NSKY: No objection.

JUDGE DOLAN: Okay. |1 EC Cross Exhibit No. 1
will be admtted into evidence.
(Wher eupon, I1EC Cross

Exhi bit No. 1 was
admtted into evidence as
of this date.)

JUDGE DOLAN: Thank you, M. Robertson.

MR. ROBERTSON: Thank you.

(Di scussion off the record.)

JUDGE DOLAN: Go back on the record.

MR. GARG. Wbuld your Honors -- your Honor, the
Attorney General's Office, would you please state
your name and (i naudible) for the record?

MR. DAVID EFFRON: My name is David J. Effron.
My address is 12 Pond Path, North Hampton, New
Hampshire.

JUDGE DOLAN: All right. M. Effron, if you can
rai se your right hand.

(Wtness sworn.)

JUDGE DOLAN: All right. Proceed.
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MR. GARG. Your Honor, we would Iike to
submt -- M. Effron is submtting testinony
pursuant to agreenments reached with parties on the
I ssues of new business and also the audits. W do
have a revised and supplemental rebuttal testinony
that we will be submtting.

| will explain the revision -- the
nunmberi ng of the exhibits. And if it is convenient
to have him change, if it's -- it mght be a little
confusing, we would be happy to do that after --
after this testinmony is taken.

So, however, first, M. Effron is
submtting direct testimony, Exhibit AG
Exhi bit 1.0, including Schedules A B, B-1, B-2,
B-3, B-4, C, C-1, C2, C-2.1, C2.2, C-2.3, C-2. 4,
C-3, C-4, C-5 and D.

And then second in -- second there is
revised rebuttal Exhibit 3.0-R, which removes the
mention of audit -- of the audit.

JUDGE DOLAN: Okay.
MR. GARG.: And there's also suppl enental

rebuttal which is marked Exhibit 1.2 and that
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adopts the new plant nunmber

pl ant

and provides four

for

t he suppl ement al

t hrough D.

record,

and M.

that is -- new business

number that has been agreed to by the parties

revi sed schedul es for rebuttal.

And these schedul es -- and the schedul es

rebutt al

are Schedul es A

And with that, we offer those into the

cCross-exam ned.

JUDGE DOLAN:

MR. THOMAS:

No obj ection.

Effron is available for -- to be

Any objection?

JUDGE DOLAN: Okay. Then we have AG Exhibit 1.0

along with Schedules A, B, B-1, B-2, B-2.1 and

B- 2.

2.

MR. GARG: No. No, your

Ho

t hrough B-4 and then C, C-1.

JUDGE DOLAN:

nor. Ilt's -- B-1

B-1 through 3.

MR. GARG: C-1, C 2, and then C-2.1 through,

bel i

eve,

2.

4.

JUDGE DOLAN: Okay.

MR. GARG: Let me see.

C- 3,

C-4,

C-5 and D.

Yes.

And then you go to
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JUDGE DOLAN: All right.

So let me just make sure for the record.

We got an A,

a B, a B-1, B-2, B-3 and B-4, and then

aC adcCl1l acC2, acC21, C2.2, C2.3, C2.4, a
C-3, a C-4, a C5, and a D.

MR. GARG: That's correct.

JUDGE DOLAN: Okay. That'll all be admtted
into the record.

whi ch

(Whereupon, AG
Exhi bit No. 1 was
adm tted into evidence as

of this date.)

JUDGE DOLAN: And then we have a revised 3.0-R

is also admtted into the record.

(Whereupon, AG
Exhi bit No. 3.0-R was
admtted into evidence as

of this date.)

JUDGE DOLAN: And then we have a suppl ement al

revised 1.2 with four revised Schedules A through

D.

VR. GARG:

lt's all of the schedules, not -- I|I'd
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be happy to go through them
It's all of the schedules that were a
part of the rebuttal, all the ones that we went
t hrough for direct, but they're revised.
JUDGE DOLAN: Okay. So all the schedules on the
suppl emental rebuttal is all the same schedul es
revised?

Oh, | see. A through D. Okay. | see

Okay. So we have supplemental rebuttal
1.2 with all the Schedules A through D revised
al so.
MR. GARG: | ncluding all of the --
JUDGE DOLAN: Okay. And those will also all be
admtted into the record.
(Whereupon, AG
Exhi bit No. 1.2 was
admtted into evidence as
of this date.)
MR. GARG: And M. Effron is available for
Cross.

JUDGE DOLAN: Okay. M. Thomas, you ready to
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proceed?
CROSS- EXAM NATI ON
BY
MR. THOMAS:
Q M. Effron, my name is Dale Thomas, and I
represent Commonweal th Edi son Conmpany.
| ' ve al ways wanted to ask you this. You
went to Dartnmouth College, correct?
A That's correct. Yes.
Q Isn't that where in the alma mater, they
sing about having Granite in the brains?
A | think it's Granite in the nuscles and
brai ns, actually.
Q Ri ght. Correct.
A | think it's reference to New Hampshire
being the Granite state.
Q Ri ght . Right. All right.
Let's take care of some prelimnary
gquestions?
You are a consultant specializing in
utility regul ations, correct?

A Yes.
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Q And you're a certified public accountant?
A Yes.

Q You're not an engi neer?

A | am not.

Q You are not an actuary?

A ' m not an actuary.

Q You' ve never had responsibility for

operating and mai ntaining an electric transm ssion
and distribution system, correct?

A That's correct.

Q And you've never had responsibility for the
capital inmprovement aspects of a transm ssion and
di stribution business, correct?

A That's correct, yes.

Q And, therefore, no experience also in
bui l ding or constructing a transm ssion and

di stribution systenf

A | ve never worked for a public utility
conpany. That's correct. That's so --
Q Just about one more question.

So that would also include no

responsibility for improving the reliability of a

1575



10

11

12

13

14

15

16

17

18

19

20

21

22

electric transm ssion and distribution system
correct?

A That's correct, yes.

Q And, finally, no responsibility for

attracting, maintaining and managi ng empl oyees of

an electric utility system, correct?
A That's correct.
Q Okay. Now, you state your testinmony -- or

t he purpose of your testinony is to recomend rate
base and pro forma operating income for ComEd in
this case rate case based on adjustnments to ConmEd' s
presentation, correct?
| think that's your direct testinony --

A Adjustments that | identified in my review
and anal ysi s, yes.

Q Ri ght. And you state in your direct
testi nony, you've incorporated the rate of return
recommended by M. Bodmer in this case, correct?

A That's correct. Yes.

Q So if the Conmm ssion were approve a rate of
return di fferent than recommended by M. Bodmer,

your cal cul ati on of the Company's revenue
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deficiency or excess under present rates would al so
have t o change, correct.

A As a matter of revenue, it would have to
change, yes.

Q Now, you've also read the surrebuttal
testinmony ComEd Wtness M. Jerry Hill in this
case, have you not?

A | have, yes.

Q And as presented in his surrebuttal
testinony, ComEd' s pro forma revenues under current
delivery service rates are one mllion, five --
excuse nme, 544,890,000 after substraction of
m scel | aneous revenues; isn't that correct?

A | don't have it in front of nme now, but I
can accept your representation.

Q Subject to check?

A Subj ect to check.

Q Okay. And as Mr. Hill testifies reflecting
the June 2006 changes in the delivery service rates
approved in Docket 01-0423, ComEd's pro forma
revenues are $1,579, 469,527; isn't that correct?

A Again, | think | understand that subject to
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check.

Q Okay. And delivery service rates now being
changed were established in ComEd's | ast delivery
services rate case, Docket 01-0423, correct?

A That's ny recoll ection, yes.

Q And the revenue requirenment approved in
t hat case was based upon a 2000 test year?

A As | recall, that's right.

Q And in this rate case, we're using a 2004

test year, correct?

A Yes, that's correct.
Q ComEd' s gross distribution plant in service
has i ncreased over two billion from the end of 2000

to the end of 2004, correct?

A Again, | don't have that in front of ne,
but in terms of the gross distribution parameters,
t hat sounds about right, yes.

Q Ri ght. And no party in this proceedi ng has
recommended di sall owances to ComEd' s proposed test
year distribution plant on the basis that the plant
is not prudent or used and useful or reasonable in

cost, correct?
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A | know I haven't. | don't recall seeing
ot her testimony of that nature.

Q And you woul d agree that operating costs,
wages, healthcare costs, others have gone up since
year end 2000, wouldn't you?

A Prices in general have gone up since then.
They can be offset by efficiencies and changes in
operations --

Q Sur e.

A -- and other changes that would tend to
nore than offset any price increases that have
taken place --

Q Sure.

A So | would agree that the price level in
general is somewhat higher.

Q Ri ght.

A Not terribly higher than what price
increases from 1970 (sic), somewhat higher, but
there have been al so other changes since that tine.
And if -- net effect of cost m ght not necessarily
be an increase.

Q Well, we'll get into some of those.
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But -- and there also have been some new
types of costs |like -- -oxy costs and post-911

security costs, that type of thing as well,

correct?
A There's always going to be changes.
There'll be new costs. There'll be introduction of

efficiencies.
So there's -- over a period of four or

five years, you'll have changes.

Q All right. So in your rebuttal testinony,
you propose a revenue requirement of
$1, 446, 885, 000, correct, after the subtraction of
m scel | aneous revenues?

A May | have that number again?

Q Yes. $1, 446, 885, 000.

MR. GARG. And, Counsel, what is that in
reference to?

MR. THOMAS: That's the proposed revenue
requi rement that | believe is in M. Effron's
rebuttal testinony.

MR. GARG. Counsel, are you referring to the

rebuttal or the revised schedul es?
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BY MR. THOMAS:

Q Well, that's perhaps part of the problem
but. ..

Not to bel abor this. Why don't you --

M. Effron, what is the revenue requirement that
you recomend in this case?

A The base rate revenue requirenment, not
I ncluding the m scell aneous revenues, | have pro

forma revenues under present rates. Make sure |

have the right schedule here. This -- this would

take into account the very |ast round of
testinony -- have a nonent.

Oof 1,591, 000,000, and | have a rate

decrease of 90 mllion. So the revenue -- the
revenue requirement would be about 1.5 billion.

Q Ri ght.

A Roughl y.

Q Roughl y?

A Roughly 1.5 billion.

Q 1.5 billion?

A That's correct.

Q That's more or |ess what | had, but 1.5
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billion would do
And so that is, would you agree, about a
132.7 or 8 mllion less than the revenue
requi rement approved in ComEd's |ast rate case?
A That's entirely possible, but understand a
maj or reason for that is the recommendati on of a

much | ower rate of return that was approved in this

case.
Q | understand.
And - -
A Which -- that has to be -- just to be

clear, that's not nmy reconmmendation. That's the
one that |I'mincorporated into the testimny. So
" m not offering --

Q Well, you're not -- it is incorporated into
your testinmony. So you are at |east putting
forward a revenue requirenment that conmbines
M. Bodmer's recommendati on for a cost of capital

al ong with your own suggested adjustnments, correct?

A That's correct. Yes.
Q Okay.
A Yeah, but, again, just -- just understand
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that's a large reason for the change that we're
tal ki ng about with the change of circunstances
regarding the reduced rate of return.

Q Okay. And so your proposed revenue
requi rement, at |east the one that's included in
your case for those reasons, i s about $443.5
mllion | ess than ConEd's proposed revenue
requirement in this case based on a 2004 test year
and about 132.7 mllion |less than ConEd's present
revenue requirement based on the 2000 test year,
correct?

A There's a couple questions in there, but
think my answer to both of them would be yes.

Q Okay. Now, before we go any further, |
think we have a number of areas of agreenent and
I'"d just like to quickly go over those.

One is you originally proposed a fair
val ue adjustment to pension post-retirement
heal t hcare benefit expense. And | believe you
originally calculated that as being 7.636 mllion
| ower than the test year, correct?

A | proposed an adjustment of approxi mately
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7.6 mllion to the Conpany's original position;
that's correct.

Q Ri ght. And Ms. Houtsma in her rebuttal
testinony agreed with you that some adjustment

shoul d be made, but she recalculated it as 5.2

mllion, correct?

A That's correct.

Q And | believe in your rebuttal testinmony,
you agree with Ms. Houtsma that 5.2 mllion would

be the correct figure?

A | accepted that, yes

Q And in your direct rebuttal testinony, you
al so recommended t hat plant additions to certain
customers should be elimnated from post-test year
pl ant additions because, as you put it, there was
no recognition of additional revenues, correct?

s that correct?

A That's correct.

Q And | believe your supplenental rebuttal
testi mony now embodi es the agreement of ConEd, the
AG, and | believe the City of Chicago and other

parties that there should be offsetting revenue of
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approxi mately 13,751,000; is that correct?

A | can't speak to the agreement of the other
parties, but as far as the agreement between ComEd
and the AG vyes, |'ve incorporated the effect of
t hat agreement .

Q Okay. And | think the final area of
agreenment at |east for now relates to ComEd' s
jurisdictional test year enployee settl ement
arbitration cost.

And | think to shorten this, you and
M. Jerry Hill agreed that it should be -- that
ConmEd' s test year enployee settlement cost should
be reduced by $4, 301, 224; is that correct?

A Yeah, | accepted the number in his rebuttal
testi nony.

Q Okay.

A Yes.

Q Al right. Now, Mr. Effron, you've

testified before the I CC on numerous occasi ons,

correct?
A That's correct, yes.
Q So you're famliar with the concept of a
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test year?
A | like to think so.

Q Yeah. The test year is set forth in

section 285.10 of the Illinois Adm nistrative Code,
correct?

A Yes.

Q And you woul d agree that the basic purpose

of a test year is to prevent sonme sort of
m smat chi ng of revenues and expenses, correct?

A My -- | think sonme more conprehensive than

t hat.

| would say it's to establish a
relati onship among revenues or billing
determ nants, expenses and the net investment in
rate base that would -- expected to be
representative of the Company's normal operations
on a prospective basis.

Q Well, that term, quote, M smatching
revenues and expenses, unquote, cones right out of
the Illinois Supreme Court decision in BPI-II
You're not disagreeing with that, are you?

A It's been a long time since |I've | ooked at
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t hat decision, but |I can agree with your
representation.

Q And this test year rule against m smatching
revenues and expenses applies just not to the
utility, but to those parties proposing adjustments
to the utility's test year revenues and expenses,
correct?

A | would say so, yes.

Q Now, there's also a very specific rule for
proposing pro forma adjustments to historical test
year data and that's set forth in 83 Illinois

Adm ni strative Code, Section 287.40, correct?

A | haven't commtted the sections to menory,
but, again, | can accept your description of that.

Q And so you're famliar with basically that
rul e?

A ' m generally famliar with it.

MR. GARG. Counsel, do you have the rule

avail abl e?

Thank you.
MR. THOMAS: Sure. In fact, if Counsel woul d
li ke, | have some nore copies.
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MR. GARG: |'Il| take one.

MR. THOMAS: Sure.

Woul d the Hearing Exam ners |ike a copy,
too?

JUDGE DOLAN: Sur e.

BY MR. THOMAS:

Q So any pro forma adjustment has to conform
to the standards set forth in this section of the
code, correct?

A ' m not an attorney nyself, so | don't want
to be giving a legal interpretation of this, but I
would read this to apply to the pro form
adj ustments proposed by the utility.

| presume out of bal ance, they would
al so apply to the pro forma adjustnents in the --
proposed by other parties as well.

Q Sure. Okay.

And the standards that are set forth
here -- you can | ook at it. |'m going to sunmari ze
them-- are the changes have to be known and
measur abl e, has to have occurred during the

sel ected test year or be, quote, Reasonably certain
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to occur subsequent to the historical test year
within 12 nonths after the filing date of the
tariffs, and the amounts of the changes nust be
determ nabl e, correct?

MR. GARG. Objection, your Honor. | f Counsel i
asking if simply that's what it says on the paper,
that's fine. But as to any interpretation, the
witness i s not an attorney.

MR. THOMAS: And that is all |I'm asking. ' m
simly asking whether |'ve correctly summari zed the
words that are on -- in the code.

| ve quoted themdirectly.

MR. GARG. Then objection withdrawn.

JUDGE DOLAN: Okay.

THE W TNESS: The text could probably speak for
Itself, but it sounds |ike your descriptionis
adequat e.

BY MR. THOMAS:

Q And it also states, does it not, that pro

forma adjustments are not to be based on, quote,

Attrition or inflation factors, unquote?

A Attrition or inflation factors shall not be
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substituted for a specific study of

i ndi vi dual

capital revenue and expense conponents.

Q Okay. And after the pro for

ma adj ust ments

are made, the goal is still to prevent this

m smat chi ng of revenues and expenses, correct?

MR. GARG. Objection, your Honor.

If that calls

for any sort of a legal conclusion based on this

section of the code, again, the witness is not a

attorney.
MR. THOMAS: Well, excuse ne. I
wi t ness has already agreed that, in

think the

general, that

t he purpose of the test year rule is to prevent

m smat chi ng of revenues and expenses.

The witness has proposed

forma adjustments in this case. So

a lot of pro

| don't think

It's an unfair question to ask whether the goal of

the test year plus the pro forna expenses is to

prevent that m smatching.

JUDGE HALOULOS: Overrul ed.

THE W TNESS: That -- not being a mnd reader, |

can't exactly characterize what was

| egi sl ature’'s m nd when this was put

in the

into the code.
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| would presunme that the reason for

havi ng these criteria for pro forma adjustnents
woul d be to avoid a m smatch of not only revenues
and expenses, but one element of rate base with
another or a msmatch in general . Il n other words,
to avoid selective or one-sided adjustnments.
BY MR. THOMAS:

Q That's fine.

Now, let's turn to one of the
adjustments you recommended and that's merger
savi ngs.
And the merger we're tal king about is

Exel on's proposal to acquire Public Service
Enterprise Group, which is the parent conpany of
Public Service Electric Gas -- Public Service
El ectric and Gas Conpany, correct?

A That's correct.

MR. GARG. Counsel, for convenience, can you
give -- or unless you're just asking general
guestions, can you give a reference to where in the

testinony you're referring?

BY MR. THOMAS:
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Q "Il attempt to do that. | believe that
starts on Page 30 of your direct testinony, Line
21, correct?

A Yes, that's correct.

MR. GARG. Thank you.

BY MR. THOMAS

Q And you propose to make what you call a
mer ger savings adjustment in this case based on a
forecast ed savings made by Exel on and PSE&G as
joint petitioners in seeking approval of the
proposed acquisition fromthe New Jersey Board of
Public Utilities, correct?

A Yes, that's correct.

Q And your proposal to reduce ConmEd's test
year operating expenses by approximtely 20.5
mllion to reflect what you estimate to be the
savi ngs expected to be realized as a result of the
proposed nerger, correct?

A The number's right, but the $20.5 mllion
Is not my estimate. That's the estimate that was
presented by the joint petitioners in that merger

docket to the New Jersey Board of Public Utilities
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and it's based on a half of the gross nmerger
savings that they submtted as justification for
the merger.

Q well - -

A They weren't fairly -- if they weren't
reasonably certain that those merger savings woul d
be achieved, | don't think they would have offered
themas a justification for the merger.

Q Well, let's just be clear about one thing.

You're not suggesting, are you, that

t hose conpani es said that they expected the test

year savings in every year to be 20.5 mllion?
A No, it was not -- it was not 20.5 mllion.
Q Right. That is your adjustment to certain

figures presented by the conmpany, correct?
A The 20.5 mllion is nmy adjustnment to test
year expenses presented by ConmEd in this case.

The 20.5 mllion reflects the four-year
average savings without nodification presented by
the joint petitioners, Exelon and PSE&G, and the
mer ger docket before the New Jersey Board of Public

Utilities.
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Q Okay. Now, as we've already discussed
Part 287.40 of the Illinois Adm nistrative Code
provides that adjustments to a historical test year
may be made for known and measurabl e changes in
operating results if such changes, quote, Are
reasonably certain to occur subsequent to the
hi storical test year within 12 nonths after the
filing date of the tariffs and where the anmounts of
t he changes are determ nable, correct?

Have | read that correctly?

A Yes.

Q ConEd filed the tariffs in this case on
August 31, 2005, did it not?

A | don't recall the exact date. That sounds
about right.

Q So 12 months from the date of the filing
the tariffs would be August 31st, 2006, correct?

A That's correct.

Q Has the merger been approved and
consunmmat ed yet ?

A No, it has not.

Q So as you sit here today, M. Effron, you
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do not know whether the merger will even be
approved, much | ess approved and consummat ed before
August 31, 2006; am | correct?

A It -- it probably seems | ess certain now
than at the time | prepared ny rebuttal testinony.

Q | ndeed, any prediction at this point would
be speculation; isn't that correct?

A The consummation of the merger itself is
not a certainty at this time. I would agree with
t hat.

Q So you would al so acknowl edge that merger
savi ngs cannot begin until after the merger is

approved and cl osed, correct?

A That's correct, yes.
Q I n other words, you're not suggesting that
your $20.5 mllion estimted annual savings can be

achi eved without the nmerger, correct?

A No, it is dependent on the nmerger being
cl osed.

Q Ri ght. And the predictions of merger
savings to ConkEd, which I think are the ones that

you originally used, are set forth in ComEd Wtness
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Ms. Houtsma's rebuttal testinony; isn't that
correct?

And it's at ComEd Exhibit 18, Lines 477
to 483.

A Can | --

MR. GARG: Can you please provide that, Counsel ?
BY MR. THOMAS:

Q Must be Karma. Even without dog-earring
it, it opened right to the right page

A And may | have the question again now?

Q What | was saying is that the prediction of
mer ger savings that ComEd made in those proceedi ngs
are essentially set forth on that page of
Ms. Houtsma's rebuttal testinony; isn't that
correct?

A The merger savings quantified by the joint
petitioners before the New Jersey Board are, yes,
set forth on ComEd Exhibit 18.0, Page 22.

Q Ri ght. And these savings are not
cost-free, are they?

A No, they're not.

Q In fact, you testified in the merger
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proceeding in New Jersey, did you not, M. Effron?
A Yes, | did.
Q So you're aware that the projected savings
in that proceeding sort of are two types and it's

also reflected on that page, gross and net savings,

correct?
A That's correct, yes.
Q And the net savings are gross savings |ess

costs to achieve, correct?

A That's correct, yes.

Q And those gross net -- and net savings
figures are set forth there on that page of
Ms. Houtsma's rebuttal testinony, correct?

A That's correct, yes.

Q And the net savings shown there for the
period 2006 to 2009 are 10.8 mllion, which | think
is approximtely the same as the figure you used of
10.9 mllion; isn't that right?

A What's the reference to my 10.9 mllion?

Q | believe in on Page 32, Line 16 of your
direct testimony.

A Yes, that's correct. Yes.
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Q | s that correct?

So you do not deny, do you, M. Effron,
that there' Il be upfront costs and sonme sort of
ramp- up period before savings can, in fact, be
achi eved?

A No, | believe | addressed that directly in
nmy testinony.

Q And, in fact, because of the expected costs
to achieve those net savings that ComEd predicted
by Exel on and PSE&G don't even begin in 2006, do
t hey?

A It -- the gross savings do, but the cost to
achi eve, because they're front-1loaded, would
outwei gh the gross savings in the first year.

Q And, in fact, they don't predict any net
savings until 2007, correct?

A Based on the tim ng of the cost to achieve,
that's correct, yes.

Q And so even if the merger were to close in
m d- 2006, the possibility there would be any actual
savi ngs by August 2006, the 12-month known and

measur abl e change cutoff, is essentially zero,
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isn't it, M. Effron?

A Well, it depends on how you define actual
savings. | would define actual savings as the
gross savings that the cost to achieve --
typically, because they're front-|oaded |ike they
are, it would be normal convention to spread those
over some reasonabl e period.

So if you look at it that way, then, in
fact, there would be savings in the 2006 scenari o.
In other words, it depends how you --

Q That's wasn't the question.

The question | asked was, if the merger
were to close in md-2006, what are the
probabilities that there will be actual savings by
August 31st, 20067

A If you define actual savings as gross
savi ngs, then the probability is pretty high,
again, assum ng the merger closes.

If you -- if you define actual savings
as gross savings |less costs to achieve that are --
that are all attributed to the period in which the

cash outlay for those costs occurs, then there
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woul d not be savings in 2006 as projected by -- by

the --
Q well - -
A -- petitioners in the New Jersey docket .
Q Your suggested $20.5 mllion gross savings

is for each year of that 2006 to 2009 period,
correct?

A | think I -- 1 stated in ny testinmny, it
was a four-year average.

Q And you're not suggesting, are you, that
$20.5 mllion gets achieved within any one nonth or
two mont hs of the year, are you?

A No.

Q Okay. So that if this merger closes in
m d-June of 2006, you're not testifying that
there's going to be 20.9 mllion dollars' worth of
mer ger, or whatever the figure is, merger savings
bet ween m d-June 2006 and August 31st, 2006, are
you, M. Effron?

A No.

Q Okay. Now, up to this point, we've been

assum ng that the savings projected by ConmEd and
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PSE&G in the merger proceeding will, in fact, be

achi eved; isn't that correct?

A That's correct, yes.

Q But, in fact, that's not at all certain
either, is it?

A If it's not certain, then they shouldn't

have presented it as a justification for the
mer ger .

Q Well, you would agree, would you not, that
conditions could be inposed in the nmerger by the
New Jersey Board or by the Departnment of Justice
t hat woul d affect the amount of savings that could
be achi eved?

A | suppose anything's possible. | hadn't
heard of anything |ike that that would actually
t ake pl ace.

Q Well, as | recall, M. Effron, you said
that you felt conmpelled to reduce the savings by 50
percent to avoid disputes, did you not?

A | reduced it by 50 percent to avoid
di sputes and to recogni ze that there would be costs

to achieve the savings.
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Q And there also will be uncertainties as to
whet her all the those savings get achieved, are
t here not?

A Again, if you look at the future. Not hi ng
is absolutely certain. But if there weren't sone
reasonabl e certainty, again, | don't think it would

have been right to present that as a justification

for --
Q well - -
A -- approval of the merger.
Q You aren't suggesting, are you, that the

conpani es could predict with a certainty what the
board action will be in New Jersey or what the
position of the Department of Justice will take
with respect to this merger?

A | don't think you can predict anything with
conplete certainty --

Q And t herefore --

A -- future, I would agree that nobody could
predict with absolute certainty that these savings
will be achieved as forecasted --

Q Okay.
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A -- particularly the future, just not a
characteristic that -- absolute certainty.

Q Right. You and | wouldn't be sitting here.
We'd be up at some mountaintop with a big house
havi ng i nvested in the stock market if that were --

A | guess | don't predict the future better
t han anybody else with certainty.

Q Let's nove on to pension expense

You proposed a reduction to Conmkd's test
year pension expenses of approximately 18.5
mllion, do you not?

A That's correct, yes.

Q And that's one of the by-products of the
$803 m llion contribution by Exelon to the ConEd
pension fund in March of 2005, correct?

A That's correct. It derives fromthe
contribution -- it's related to that.

Q Ri ght. And what you state in your
testinony, and it is in your direct testinony on
Page 23, Lines 13 through 19, is that -- and,
hopefully, | will read this correctly, but --

excuse ne.
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I n calculating the effect of the pension
contribution on the return component of the
periodic pension cost, ComEd recognized the effect
on the return conponent a credit to pension costs
for only a partial year fromthe time the pension
contribution was made until the end of 2005,

i nstead of recogni zing the annual effect of the
contribution on the return conmponent. Di d.

| read that correctly?

A | think you added a little bit, but it --
it didn't change the meaning of what's in -- the
part you read was correct and what you added onto
it, literal words, you didn't -- was not
I nconsistent with ny testi mony.

Q My apol ogi es. | didn't really mean to
change the literal words. But as long as we're
agreed that it was substantially correct?

A Right. You didn't -- and you didn't change

Q Now, the test year in this case, we agreed,
is 2004, correct?

A That's correct, yes.
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Q And again, as we've seen, based on Section
287.40, ConEd is permtted under Iimted and
defined circunstances to make pro forma adjustments
to expense for the test year for known and
measur abl e changes, correct?

A Yes.

Q Now, Staff Wtness Ms. Ebray (phonetic) has
testified that the -- quote, The pension expense
for the test year should reflect the expense of the
test year adjusted for known and measurabl e

changes, correct?

And if you'd like, | can show you her
testi nony.
A | can accept that description.
Q And she also testifies that, and | quote,

The August 2005 Towers Perrin actuarial evaluation
for 2004 provided the final estimtes of pension
costs for 2005, correct?

A That's correct. Yes.

Q And she further testified that, and I
gquote, The conpany proposes to update the 22.5

mllion pension expense it proposed initially to
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11.7 mllion based upon the August 2005 actuari al
report and the company should be allowed to recover
the expense reflected in the updated actuari al
study, correct?

A | can accept that -- that representation,
yes.

Q Okay. So, thus, both Staff and ComEd's
cal culations at this point with respect to pension
expense are based on the sanme August 2005
Towers Perrin report, correct?

A To this point, yes, understanding that the
Staff's position on that $800 mllion contribution
is somewhat different from m ne.

If you | ook at the expense al one, what
you said is correct.

Q Ri ght. And actuarial reports are prepared
each year, correct?

A Yes.

Q And an actuarial report such as the 2005
Towers Perrin report takes account of many factors
as required to determ ne the expected pension

expenses for a year, correct?
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A Many -- many assunptions go into the
cal cul ation of the pension.

Q And those m ght include denographic
experience with the nunber and age of enpl oyees,
hi gher -t han-expected asset return, changes in the
di scount rate and others; correct?

A Yes.

Q So the August 2005 Towers Perrin report,

t he actuarial evaluation took into account all
t hese kinds of factors as well as the effects of
the March 2005 pension contribution, did it not?

A Yes, understanding that it took an account
of the 2005 pension contribution based on the
contribution in March of 2005 --

Q Correct.

A -- and reflected the effect on the 2005
pensi on expense of the contribution in March, not
t he annual effect of the pension contribution on
pensi on costs.

Q Correct. Correct.

So that now what you've done is you've

taken one of the factors that was considered in
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that March -- in the Towers Perrin report and
you' ve annualized it, correct?

A | took the one factor that was related to
t he actual pension contribution and reflected the
annual i mpact of the contribution just as |
reflected the annual cost associated with the
contribution.

Q Ri ght. But your recomended change i s not
consistent with the August 2005 Towers Perrin

actuarial report, correct?

A It --

Q | believe you just testified to that.

A In -- it would come up with a different
number . | wouldn't say that it's inconsistent with
the report. It annualizes the effect of the
contribution on the pension cost. The actuari al

report did not do that.
So -- but the actuarial report had the
purpose of cal culating the pension cost for
cal endar year 2005.
Q Ri ght .

A And -- and my adjustment again reflects the
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annual i zed effect of the change that took place
during 2005. So --
Q So that your --
A -- It would have a different purpose --
Q Ri ght. But you're --
A If 1 could finish.
" m not just confortable saying it would

be i nconsi stent --

Q Okay.

A -- with the actual --

Q Let's not use the word inconsistent. Your
pension -- the pension expense that you cal cul ate
based upon changing that one factor will be

different for 2005 than the pension expense as
cal cul ated by Towers Perrin (sic)?

A | agree with that. |If not, there wouldn't
be any issue.

Q And you've not done an actuarial study to
2005 yourself, correct?

A | have not, no.

Q And you've not done an actuarial study for

2006 either, correct?
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A | have not.

Q So your adjustment al so does not predict
what pension expense should be in 2006, correct?

A It does not.

Q So you have no way of know ng whether the
pensi on expense that results fromyour calculation
will be reflected in 2006, correct?

A | woul d i magi ne that the pension expense in
2006 woul d be different fromthe result of my
cal cul ati on. It m ght be higher or it m ght be
| ower, but if it were exactly the same, it would be
a highly inmprobabl e coincidence

Q We agr ee. Let's go to depreciation
reserve.

Let's see. I n your direct testimony,
and | believe this is on Page 8, Lines 8 through
11, you suggest that because of ConEd has adj usted
rate base for certain post-year -- post-test year
additions to plant in service, the accunul at ed
reserve for depreciation should also be increased
t hrough the end of 2005, correct?

A Yes.
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Q And you al so make clear -- and, again,
hopefully, |I"'ve got this exactly right, which
you'll tell nme -- that, quote, The adjust ment
should not be limted to the incremental
depreciation on plant addition, but should also
recogni ze the growth in the accunul ated reserve for

depreciation on plant in service as of the end of

the test year as well; isn't that correct?
A That's correct.
Q So let's explore how this works.

For each pro forma plant addition in

2005, ConEd added the capital investment associ ated
with the project. It also recognized a full year
of depreciation expense for that plant addition, a
full year of depreciation reserve for that plant
addition, and a full year of accumul ated deferred
income taxes for that plant addition, correct?

A Yes.

Q And that would be true for each of the
pro forma plant additions added by ConmEd in 2005,
correct?

A Yes.
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Q And you're not suggesting those accounting
entries are in any way inconplete, are you,
M. Effron, as to those plant additions?

A | think I -- for the purpose of determ ning
t he Conpany's rate base, | am suggesting that
they're inconmplete or at | east inadequate.

| recognize that it's the Conpany's

position that if you limt the recognition of the
post-test year changes in the plant additions
t hensel ves, then the Conpany's adjustments are, as

you put it, conplete.

And | suppose if you put that limtation
on it --
Q Ri ght.
A -- then it -- as far as | know, it's
conpl ete.
Q Ri ght . | don't think we're in disagreenent

here that as to the plant additions in 2005, those
additions, the entries were properly made for the
entire year for each of those plant additions.

The issue, as | see it, is not that, but

the other plant in service at the year end 2004,
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correct?

A Yes.

Q And what you're suggesting then is that in
addition to the accounting entries for the pro
forma plant additions in 2005, the accunul ated
depreci ation reserve and only the accunul at ed
depreciation reserve should be updated through the
end of 2005 for all of the plant that was in
service at year end 2004, again, excluding the 2005
pro forma additions, correct?

A | don't think I excluded the depreciation
growth related to the 2005 plant additions.

Q No, |I'm not suggesting you are. ' m just
saying that we've put these to the side for the
noment, the 2005 plant additions.

We take the plant in service at year end
2004, putting those 2005 pro forma additions to the
side, and you've grown the depreciation reserve for
t hat 2004 plant in service for -- into the end of
2005, correct?
A That's correct. Wth the understanding

that | would not be proposing this adjustment in
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the first place to begin with if the Conpany hadn't
proposed the pro forma adjustment for the plant
addi tions.

So you -- | don't think you can really
separate the two, but for the purpose of going
forward, 1'Ill accept your description.

Q Okay. And you're -- you're not suggesting
t hat there was any event as to any of those 2004
pl ant addition in -- plant in service itenms that
changed other than the passage of time to go to the
year end 2005, are you?

A That is conpletely inaccurate. There is a
subst anti al change.

Q The change be woul d be the 2005 additions?

A No, no. If | may conplete my answer.

Ot her than the passage of time, what is
happeni ng as the Conpany i s maki ng these pl ant
additions, they are also recovering real dollars
fromcustomers for the return of the plant in
service as of December 31, 2004. The customers are
payi ng rates that include as an element a capital

consumpti on all owance, depreciation.
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As the customers pay for the Company's
service, the cost of that service which determ nes
the rates that they pay include recovery of plant
in service. As the Conpany is making additions to
plant in service, in 2005, the Conmpany is also
recovering the cost of the enmbedded plant in
service in 2004.

So | cannot agree that the only thing

t hat happens is the passage of tinme. That is a

m scharacterization -- m srepresentation.
Q The end result of your adjustnment is that
plant in service will have an accunul ated reserve

for depreciation stated as of year end 2005 and
other itenms of the test year will continue to be
stated on a 2004 basis, correct?

A The plant in service isn't stated on a 2004
basis. The plant in service is stated on a 2005
basis because it includes those additions that
conprise the Company's pro forma adjustnent.

Q Well, but that's exactly the difference
bet ween the two is the 2005 figures for the pro

forma additions, which is an all owed exception to
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the test year, what you've done is, in addition,
take the 2004 plant in service and noved it to the
end of 20057

MR. GARG. Objection, your Honor. This is
argument ati ve.

JUDGE DOLAN: Can you just rephrase it then,
pl ease.

BY MR. THOMAS:

Q Well, let's -- no, that's fine. | think
we've got it on the record as nmuch as it needs to
be. Let's go on to severance cost, M. Effron.

I n your rebuttal testinony, you've
agreed that M. Hill has identified two types of
severance costs, general severance costs incurred
fromyear to year as enployees are separated from
ConmEd and severance costs related to a specific
event, correct?

A Yes.

Q And | think M. Hill has addressed the nore
general ones, so let's talk about the specific
event severance cost, specifically, the Exel on

wei ght program.
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Now, you testified that the 21 mllion
in severance costs included in the Conpany's
revenue requirement in this case in the Exel on
wei ght program should be disall owed because, and
guote -- and this is AG Exhibit 3, Page 15, Lines
22 through 23 and Page 16, Line 1, The Conpany does
not incur these expenses on a normal ongoi ng basis
and it is unlikely that such costs will be incurred
prospectively unless there is another major
severance program whose savings are not reflected
in this case; isn't that correct?

A That's correct.

Q And you've also testified that by the time
the rates in this case go into effect, and |I quote,
The savings fromthe Exelon wei ght programretained
by sharehol ders will have more than paid for the
cost of the program end quote; and thus, quote, It
IS not necessary to include any of the severance
costs associated with the Exel on wei ght program in
the company's revenue requirement in this way,
unquote; isn't that correct?

A In this case, yes
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Q Case. Sorry.
Now, | think we earlier established
you're generally famliar with the Part 285 rul es?
A Yes.
Q And new Part 285 rules becane effective in
August of 2003?
A | don't have themin front of me. | can

accept that sentence of ny --

Q And there's a specific provision in the new
Part 285 rules that indicates a utility may
recover -- may request recovery of costs to achieve

savi ngs emanating froma cost-savings initiative
program correct?

A | don't have it in front of me, but I can
accept that representation.

Q And the provision in question for the
record i s Section 285.3215, Schedule C-22, cost
savi ngs program is that correct?

A That's -- that's the title of the section.

Q Ri ght. And you've read M. Hill's rebuttal
testi nony, have you not?

A Yes, | have.
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Q And he testifies that Exel on weighs a cost
savings initiative program com ng within this
schedul e, correct?

A That's his position, yes.

Q And, in fact, Schedule 16 of his rebuttal
testi nony contains an update to Schedule C-22 of
t he Conpany's Part 285 filing, correct?

A That's ny understanding, yes.

Q And the description of the Exel on wei ght

contained in Schedule C-22 is, and | quote, Program

enconmpassi ng i ntegration and centralization of
support functions, consolidation and alignment of
busi ness units and standardi zati on and
sinplification of operating processes, unquote
correct?

MR. GARG. Counsel, are you referring to your
own schedul e?

MR. THOMAS: Yes. It is in Schedule 16 of
M. HlIl's rebuttal testinmony.

MR. GARG: Do you have that to provide?

THOMAS: I think we do.

3

3
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copy.
MR. THOMAS: Okay. Okay.

MR. GARG. So that's -- thank you.

MR. THOMAS: | was going to apol ogize that |
didn't have multiple copies, but I do have the
schedul e.

BY MR. THOMAS:

Q Did I read that correctly, M. Effron?

A As | recall, you did, yes.

Q Now, if we |ook at Section 285.3215, it
does not say, does it, that the cost of such a
programis not recoverable fromratepayers if

savings will occur for several years before the

rates reflected in the cost of such a program go

into effect, does it?

A May | have a noment to read it?
Q Sure.
A It doesn't -- | don't think it says

anyt hi ng about whether they're not recoverable or

whet her they are recoverabl e.
Q Correct. So the severance costs booked

t he 2004 test year are $21 mllion, correct?

in

1620



10

11

12

13

14

15

16

17

18

19

20

21

22

A Yes.

Q And in 2003, the severance cost connected
with Exel on weigh were 137 mllion, correct? |
believe the figures are here on --

A That sounds ri ght

Q -- Schedul e 16.

So that in 2003 and 2004, the total

severance cost to inmplement Exel on wei gh were 158

mllion, correct?
A Yes.
Q But ComEd is seeking to recover in rates --

the only amount that ComEd is seeking to recover in
rates under Section 285.3215, Schedule C-22, is the
21 mllion of the severance costs that occurred in

the test year, correct?

A The only ampunt that they're seeking to
recover in rates that will go into effect at the
end of this case are the $21 mllion that were

incurred in 2004.
Q Correct. And Schedule 16 shows that ConEd
expects to have sustai nable savings for the three

years past the test year of 70 mllion in 2005, 73
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mllion in 2006 and 75 mllion in 2007, correct?

A That's correct, yes, which is greater than
t he savings that were actually experienced in 2004.

Q And in, indeed, Ms. Houtsma has testified
t hat the Exel on weigh cost savings initiative has
produced costs savings that are already embedded in
test year costs for this proceeding, correct?

A Yes.

Q And you don't dispute that testinony, do
you, M. --

A | don't dispute that, no.

Q The rates in this case will be effective in
2007, correct?

A That's ny understanding, yes.

Q Now, Mr. Hill also testified in live
testimony at the hearings that there will be
expected savings fromthe Exelon program-- weigh

program past 2007, correct?

A | don't recall that, as | sit here, but |
can accept that representation.

Q So ratepayers will be benefiting fromthe

Exel on wei ght cost savings program starting in 2007
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and in future years, correct?

A

they' Il

As - -

benefi

as the costs continue

- wel |,

t at the level that the savings

actually took place in 2004.

Q

el se equal,

And, i

schedul e will

ndeed, you woul dn't dispute that

the type of savings shown on this

benefit ratepayers in some future

rate case by maki ng salary expense and rel ated

enmpl oyee costs

| ess than they otherw se would be,

all else equal ?

A

| ess than they would have been if

hadn' t

pl ace.

Q

Less than they would have been in the --

t he events that

enabl ed the costs savings hadn't taken

Ri ght .

(Wher eupon,

change of

reporters.)

al |

t here was a
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Q But your proposed disall owance of the 21
mllion in severance costs in 2004 would mean t hat
the ratepayers would pay none of the benefits;
Isn't that correct?

A Exactly. The the rates that the ratepayers
are paying now don't reflect the $73 mllion in
annual savings that the program achi eved. And
those savings are nore than enough to offset the
cunul ative costs that have taken pl ace. I n 2004,
2005 and 2006, there are savings in excess of
$200 mllion cumul atively that have not been
reflected in the rates that the ratepayers are
payi ng and those savings are more than adequate to
offset the costs that were incurred in that time
period. So |I can't agree with your
characterization.

Q You're not suggesting that Schedul e
285. 3215 -- excuse me Section 285.3215 Schedul e C22
states in anywhere in this that it is a condition
of recovery of a cost initiative programthat
sonmebody cal cul ate that the current rates m ght be

in place long enough to offset these savings?
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A | don't see anything in here that would

prevent that kind of consideration. All it says is
that -- well, all this really is is sonmething that
requires -- the information has to be required --

i nformati on has to be presented when the Conmpany is
requesting the recovery of cost savings programs.
And as far as | can tell, it doesn't

really address what kind of considerations that
have to be taken into account or can't be taken
Into account in determ ning whether the cost saving
progranms should be included in the Conpany's
revenue requirenment.

Q Fair enough, we'll agree to disagree.
Let's go on to wage and sal ary expense, M. Effron.
Now, what Com Ed is seeking to recover in rates is
not a particul ar number of enployees, but a total
wage and sal ary expense figure; isn't that correct?

A That's kind of an abstract question. I
don't know how you get to a total wage and sal ary
expenses without having some number of enpl oyees,
considering the Conpany did propose an adjustnment,

based on the nunber of enployees.
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So there is no explicit calculation that
determ nes the pro forma wage and sal ary expense by
mul ti plying the number of enployees by the wages
per enpl oyee. But I think there is a nunber of
enmpl oyees inplicit in the wage and sal ary expense
that Com Ed is requesting.

Q Fair enough. And you've recomended an
additional adjustment to test your wage and sal ary
expense, based on the difference between the actual
nunmber of enmployees in the 2004 test year, and the
average number of enmployees in the 6 nonths ended
September 2005; isn't that correct?

A That's correct, yes.

Q And then in the figure you're using a
full-time equival ent enpl oyee figure?

A Yes.

Q Now, you woul d agree that in any given year
the number of full-time equival ent enployees in an
electric utility can vary, nonth to nonth?

A Yes, it can, that's why | used a 6-month
average without taking just the number of enployees

at that point in tinme.
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Q | ndeed, that nunber can vary from season to

season as well, correct?
A It can, yes.
Q And you woul d al so agree that the average

number of enpl oyees, if one were to conpute that
figure, can vary dependi ng upon what months in the

year you choose to include in the average, correct?

A If there is a seasonal element it coul d.
Q Well, | found it sort of curious that you
said that -- even though you had data for the first

9 mont hs of 2005, you calculated an average number
of full-time equival ent enmpl oyees, by | ooking at
6 nonths of data ending in Septenber of 2005.

So | calcul ated what the average full
time equival ent number would be if | | ooked at the
first 9 nmonths of 2005, and that number turns out
to the higher than what you cal culated, isn't that
true, M. Effron?

A G ven that the number of enployees has
generally been declining, it wouldn't surprise me
at all.

Q In fact, the average nunber of enployees of
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January through Septenber 2005 data that you had
avail able on the full-time equival ent basis, that
number is 5,503, as opposed to your 6-nmonth

cal cul ation of 5,482, correct?

A | can accept that, subject to check. I
haven't done the cal cul ation myself, but again, if
t he enmpl oyees are generally declining over time, as
t hey have been, then obviously if you add earlier
nonths in there, you come up with a higher average.

Q You have read the testimny of Com Ed

witness M. John Costello in this case, have you

not ?
A Yes, | have
Q And he is the executive vice president and

chief operating officer at Com Ed, correct?

A That sounds right.

Q And indeed he testifies that his primry
job responsibility is to keep the lights on and as
chief operating officer he manages the people who
work to keep the lights on, correct?

A | recall something to that effect.

Q And he also testifies that the existence of
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j ob openings hardly suggest that in fact these
vacancies will not be maintained and filled in
order to have an appropriate work force for
providing safe, efficient, reliable electric
service; isn't that correct? |In other words, he
testifies that those vacancies will in fact be
filled, correct?

MR. GARG. Do you have a specific citation?

MR. THOMAS: Sure. [It's Com Ed Exhibit 13, Lines
72 to 77.

MR. GARG:. Coul d you provide that?

THE W TNESS: | have it in front of me now.

BY MR. THOMAS:

Q So he testified that in fact your reduction
of Com Ed's work force to an average for a portion
of 2005 is unrealistic and should be rejected. And
he goes on to say, the existence -- Com Ed's sal ary
and wage and ot her enployee benefit expenses are
needed to maintain the quality of work force, the
exi stence of job openings hardly suggests
ot herwi se.

Com Ed has filled and will fill
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vacancies to maintain an appropriate work force for
providing safe, efficient and reliable electric

service, isn't at that what he testifies?

A That's what he says. | say, show ne the
beef.
Q And Mr. Costello actually has experience

bei ng responsible for a work force needed to
operate, maintain and inmprove the distribution
system isn't that correct?

A Absol utely.

Q And you have no such experience, isn't that
correct, M. Effron?

A | don't have any such experience, nor would
| be proposing the adjustment if | had any reason
to believe it was inpairing the ability of Com Ed
to provide service. | just haven't seen any data
t hat actually show that what M. Costello describes
as filling vacancies has actually happened.

MR. THOMAS: | have no further questions.

JUDGE DOLAN: Any redirect?

MR. GARG. Can we have a few m nutes, your Honor?

JUDGE DOLAN: Certainly. Go off the record.
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MR. GARG:. | believe staff may have had some

gquestions. Sorry, your Honor.
(Break taken.)
JUDGE DOLAN: Back on the record.
JUDGE HALOULOS: | actually have,
two quick guestions.
EXAM NATI ON
BY

JUDGE HALOULGS:

Q Goi ng back to your formula for

versus net merger savings.
A Yes.
Q And if I'munderstanding it

a 50/50, you're proposing to split

A | am proposing to split the gross merger

savi ngs, correct.

Q | guess what ny question is,

potentially,

t he gross

correctly, it's

it?

have you ever

or are you aware of this, a conpany going through

this or introducing a rate case with a merger, a
comm ssi on ever adopting this fornmula?

A | hadn't actually researched that in
preparation for my testimony. I know there have
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been instances where nmerger savings have been taken
into account in determning rates. And | believe,
if nmy menmory serves correctly, that a merger in
Rhode Island in the 2000 time frame, 2002 time
frame, where the nmerger savings were taken into
account on a sharing basis. But | don't recall as
| sit here if the formula is exactly the same as
"' m proposi ng now.

Q | f you can help me, if it's sharing 50/50
why not 75/25 or 30/707

A | thought 50/50 would be an equitable
sharing of the savings between the two parties who
woul d be sharing, there were two parties. And |
didn't see a reason to favor one versus the other,
so in those circunstances | thought 50/50 was
reasonabl e. But again, other percentages could be
appropriate, pending the circunstances.

JUDGE HALOULOS: Thank you.

MR. GARG. | just had a few questions on

redirect.
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RECROSS EXAM NATI ON
BY
MR. GARG:

Q M. Effron, M. Thomas stated a question to
you that he found it -- with regard to enpl oyee
| evel s, found it curious that you didn't use
9 mont hs of data. Do we now have 12 nonths of data
avai |l abl e?

A Yes. We do have 12 nonths of data
avail able for 2005 in the response to Attorney
General Data Request 10.01. And just as M. Thomas
finds it curious that |I only used 6 months, | find
it curious that he only used 9 mont hs, now that we
have 12 months of data in 2005 actually avail able

Q And what woul d happen if you were to use
12 nont hs of data?

A In my exhibit -- well, sanme on each of the
exhibits, my Schedule 2.1 in each of exhibits and
as M. Thomas cited in his cross exam nation, |
based ny adjustment on an average number of
full-time equival ent enployees of 5,482 based on

t he average for the 6 nonths ended Septenber
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of 2005.

The response to the Attorney General
Dat a Request 2.01, and | read these numbers into
the record, shows the follow ng nunber of tota
full-time equival ent enmployees for October 2005, it
was 5, 468. For November, it was 5,489. And for
December, it was 5,473. If I had used just, as
anot her exanple, if | used the nost recent 9 nonths
in 2005, it would have reduced the nunber of
full-time equival ent enpl oyees in the average
because, as you can see, on average for those
3 months it was |[ower than it was in the number
that | used.

And if | had used the 12-nonth average,
| haven't done the actual math, as | sit here, but
it would have brought it down below the number that
M. Thomas used in his calculation. And it would
have been certainly close to 5,482, the nunmber that
t hey used.

MR. GARG: That is all | have
JUDGE DOLAN: Redirect?

MR. THOMAS: No redirect.
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JUDGE DOLAN: Al'l right. | guess it was recross.

MR. THOMAS: No recross, either.

JUDGE DOLAN: Then you're excused, M. Effron,

t hank you.
(Wtness excused.)

MS. SCARSELLA: Your Honor, if I could, I would
like to take a m nute and clarify the record
concerning Staff Wtness Griffin's exhibits
admtted earlier into the record today. | was
referring to ICC Staff Exhibit 3.0 corrected, and
| CC Staff Exhibit 14.0 corrected as filed on
e-docket on March 24th, 2006. Those are the
correct references.

JUDGE DOLAN: So Staff 3.0.

MS. SCARSELLA: Corrected. Wth schedules 3.1
t hrough 3. 4.

JUDGE DOLAN: Which are also corrected?

MS. SCARSELLA: No.

JUDGE DOLAN: Those have stayed the same.

MS. SCARSELLA: Right. And ICC staff
Exhibit 14.0 corrected with Schedules 14.1 and

14. 2.
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JUDGE DOLAN: Thank you. And you said 3.4?

MS. SCARSELLA: Ri ght .

JUDGE DOLAN: Do we at | east have the one nore,
then, to put on?

MR. BRADY: Your Honor, the staff of the |ICC
would i ke to call Greg Rockrohr as the next
wi t ness. He will be testifying over the phone from
Springfield. M. Rockrohr, are you avail abl e?

THE W TNESS: |'m here, can you hear me?

MR. BRADY: Yes, | believe we can.

JUDGE DOLAN: Mr. Rockrohr, do you want to raise
your right hand, please.

(W tness sworn.

JUDGE DOLAN: Thank you, proceed, Counsel.

MR. BRADY: Thank you, your Honor. M. Rockrohr
has prepared for this hearing one piece of
testinony and a schedule. Those docunments have
been identified as ICC Staff Exhibit 11.0 and
Schedule 11.1. They've been identified as direct
testinony. They have an e-docket nunber of
159370-1 and were filed on e-docket on Decenber

23rd, 2005. And we would |i ke to nove those
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documents into the record at this time.
JUDGE DOLAN: Any objection?
MS. FONNER: None, your Honor.
JUDGE DOLAN: Then | CC Exhibit 11.0 and | CC
Schedule 11.1 will be admtted into the record.
(Wher eupon, |1CC Staff
Exhi bit No. 11.0 was
admtted into evidence as
previously marked on e-docket
of this date.)
MR. BRADY: Thank you, your Honor, and we tender
M. Rockrohr for cross exam nati on.
JUDGE DOLAN: Proceed.
MS. FONNER: | don't believe | put my appearance
on the record today Cynthia Fonner, Foley and

Lar dner.
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GREG ROCKROHR,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
CROSS EXAM NATI ON
BY
MS. FONNER:
Q Good afternoon, M. Rockrohr.
A Good afternoon
Q | have just a few questions. Exhibit 11.0
t hat counsel referred to is a letter from you dated
December 6, 2005 to Comonweal th Edi son indicating
areas in which staff recommended that Com Ed take

additional steps in order to comply with Part 410

of the Illinois Adm nistrative Code; is that
correct?

A Yes.

Q And your recommendati on was not that Com Ed

shoul d cease any of its current activities, but
rather that it take additional steps in order to
conply with Part 410, correct?

A That is correct.

Q In response to that piece of
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correspondence, you personally were the recipient
of a letter dated January 13, 2006 from Wbody
Shearer, the manager of field and meter services
support from Commonweal th Edi son that is marked as
Exhi bit 13.2, an attachment to the rebuttal

testi mony of John Costello; is that correct?

A Yes.

Q And in that letter, Com Ed indicated and
agreed that it would take additional steps in
accordance with staff's recommendati ons for new
activities that it was willing to perform, is that
ri ght?

A Coul d you repeat that?

Q ' m sorry?

A Woul d you pl ease repeat that?

Q In the letter from M. Shearer, he
i ndi cated that Com Ed would be willing to take
additional steps or conmplete additional activities
in response to staff's recommendati on that you
provi ded?

A Yes.

Q And going through just a few of these, in
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response to staff's recommendati on, Com Ed

i ndi cated that for installation inspections, if
necessary, Com Ed would schedule a followup visit
to the installation after | oad was present to
verify that the meter was accurately measuring

customer energy, correct?

A Yes.
Q Wth respect to meter tests requested by a
customer, in response to staff's recommendati on,

Com Ed agreed that all meters would be tested
within 30 days, unless the custoner agreed to that
| ater time. And that any agreenment on the part of
the customer that such testing would occur beyond
t hat 30 days would be noted in Com Ed' s records,
correct?

A Yes.

Q Com Ed also indicated that it would
undertake a self audit to insure that the proper
comments were recorded to reflect the conditions
found in the field at that time; is that accurate?

A Yes.

Q Wth respect to corrections and adjustnents
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for meter error, Com Ed indicated that it would
performaudits on accounts that have a failed meter
test greater that 102% and that it would keep a
record of the audit in Com Ed's tool for tracking
the meter tests, correct?

A Yes.

Q Wth respect to nmeter creep, Com Ed
I ndi cated that systembilling would train all
enmpl oyees involved in the processing for failed
meter adjustnments, on how to handl e adjustments on
meter creep, correct?

A Yes.

Q And Com Ed also indicated that it's tool
for tracking failed meter tests would be updated to
show whet her a meter creep test was performed, the
results and if an adjustment was warranted?

A Yes.

Q Wth respect to this self auditing, Com Ed
i ndi cated that it would performa quarterly audit
on its tracking tool to verify that all of the
necessary i nformati on was docunmented appropriately

and woul d update the tracking tool to include the
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appropriate cal cul ated percentage of meter test
results, correct?

A Yes.

Q And woul d you agree that the steps that Com

Ed has indicated that it will be perform ng are

reasonabl e and appropriate in conplying with Part

4107
A Yes.
Q Woul d you agree that these constitute new

activities by Commonweal th Edi son?

A | couldn't answer that definitively, but
they are activities that would resolve the issues
t hat staff found.

Q And to your know edge, these were not
activities that Com Ed had in place at the tine of
your meter field test, correct?

A Correct.

Q And if these are new activities that had
not been performed prior to the meter field test,
woul d you expect that Com Ed would be required to
spend additional resources in the area of time and

training for personnel in order to conplete these
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tasks?

A | don't feel in a position to say that.

Q Woul d you agree that all of the items that
we went through do require resources on the part of
Com Ed?

MR. BRADY: |I'm going to object to the fact that
it calls for speculation on his part, since he
doesn't work for the Conpany.

MS. FONNER: M. Rockrohr has indicated that
these are all activities that he feels are
necessary and appropriate. And sinply asking,
somebody has got to do them it's not really
specul ation in ternms of technical expertise, but
does somebody actually have to make a key stroke
entry or go out and performa test.

JUDGE DOLAN: For what he can answer, |'m going
to overrule.

THE W TNESS: | agree someone has to perform
t hese tasks.

MS. FONNER: Thank you, | don't have anything

further, M. Rockrohr.
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REDI RECT EXAM NATI ON
BY
MR. BRADY:
Q M. Rockrohr, do you recall Ms. Fonner's
| i ne of questioning regarding a Com Ed | etter dated
January 13th that was sent to you in response to
your Schedule 11.1, do you recall that?
A Yes.
Q Has the staff -- have you actually provided

a witten response to that letter?

A No.
Q Are there certain provisions of that letter
that are still being reviewed, either by you or

other menmbers of the I CC staff?

A Yes.

Q Woul d you be able to el aborate on what
matters are still being reviewed?

A It is my understandi ng that Conmonwealth
Edi son intends to join other utilities in a

petition relating to Subsection 410.210(e), which
relates to meters nmeeting some specific ANSI

requi rements. We are still reviewing -- or wil
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need to review any petition that would come in
related to that matter.
Q s the review -- is the review that is open

only limted to that aspect?

A Yes.
MR. BRADY: Thank you, | have no further
gquestions.

JUDGE DOLAN: Any recross?
MS. FONNER: Briefly.
RECROSS EXAM NATI ON
BY
MS. FONNER
Q M. Rockrohr, is it possible, then, based
upon your discussion of the fact that the ANSI
technical reviewis not concluded, that
Commonweal t h Edi son would be required to take
addi tional action beyond that which you and |
previously discussed?
A Yes.
Q And that too m ght require additional
expendi ture of resources on the part of

Commonweal t h Edi son?

1645



10

11

12

13

14

15

16

17

18

19

20

21

22

A Concei vably.
MS. FONNER: Thank vyou.
MR. BRADY: No further.
JUDGE DOLAN: Thank you, M. Rockrohr, you're
excused.
(Wtness excused.)
JUDGE DOLAN: No one else, today, right?
MS. POLEK- O BRI EN: We don't.
JUDGE DOLAN: All right, | guess that's it for
t oday. Everyone get your sl eep, because the next
coupl e days | ook busy. We'Il be continued until
tomorrow at 9:00 a.m, thank you.
(Wher eupon the above-entitl ed
matter was continued to March

28t h, 2006 at 9:00 o'clock a.m

)

1646



