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I. EXECUTIVE SUMMARY AND INTRODUCTION 

A. Witness Introduction 

Q. PLEASE STATE YOUR NAME AND ADDRESS. 

A. My name is Barbara R. Alexander. I use the title of Consumer Affairs Consultant. I have 

an office at 83 Wedgewood Dr., Winthrop, ME 04364. 

Q. ON WHOSE BEHALF ARE YOU PRESENTING TESTIMONY IN THIS 

PROCEEDING? 

Q. I am appearing as a witness on behalf of the AARP and the People of State of Illinois, as 

represented by the Attorney General of the State of Illinois. 

AARP is a nonprofit, nonpartisan membership organization dedicated to making 

life better for people 50 and older. AARP Illinois has over 1.7 million members, with 

members representing all segments of the socio-economic scale. AARP and its members 

are a meaningful cross-section ofthe residential customers in Illinois and in the territory 

served by Commonwealth Edison Company (CornEd) which provides essential electric 

service in northern Illinois. Moreover, a substantial percentage of AARP's members live 

on fixed or limited incomes and have a direct interest in the prices charged for essential 

electricity service. 

The Attorney General's Office intervenes in Illinois Commerce Commission 

proceedings on behalf of the People of the State of Illinois on matters relating to the 

provision, marketing, and sale of electric, natural gas, water, and telecommunications 

service "whenever the Attorney General determines that such action is necessary to 
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promote or protect the rights and interests of all Illinois citizens, classes of customers, 

and users of electric, natural gas, water, and telecommunications services." IS ILCS 

205/6.5. 

B. Purpose o/Testimony 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A. I was retained by AARP and the Attorney General's office to evaluate CornEd's filing in 

this proceeding and provides my recommendations based on my analysis of that filing. 

My testimony will provide recommendations to the Commission concerning CornEd's 

proposed Advanced Metering Infrastructure (AMI) technology and its "Customer 

Applications" or pricing pilot proposals. My testimony will identify the concerns about 

the scope, scale, and cost of the proposed pilot programs. I will aaaress as '.veil the 

e8lmeetisn aep.veen this AMI pilst pf8gram ana the availability sf feaeral funas fOr 

"smart gria" investments lHlaer Seetisns 1304 ana 130e sf the Bnergy Inaepenaenee ana 

Seslirity Aet (BISA) ana the funaing apprspriatea fOr these pf8grams lHlaer the Ameriean 

Reesvery ana Reinvestment Ast (AR..~,\). 

Q. PLEASE SUMMARIZE YOUR CONCLUSIONS AND RECOMMENDATIONS 

WITH REGARD TO THE PROPOSED AMI TECHNOLOGY PILOT, 

A. With regard to the proposed AMI pilot, I recommend that the Commission order CornEd 

to (I) substantially reduce the size of the AMI installation; (2) provide an evaluation plan 

that identifies what technologies are being tested compared to other utility AMI 

installation and testing experiments; (3) demonstrate the minimum size of the AMI pilot 
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needed to test, in a statistically valid manner, the implementation of particular AMI 

technologies and their integration into CornEd's existing systems at the least cost to 

ratepayers; and (4) provide an evaluation of what investments could be considered to 

upgrade existing automated meter reading systems to achieve some if not all of the 

functionalities of the proposed AMI system. Based on pilot programs either completed or 

underway at other utilities, it should be possible to conduct a test of the operational 

characteristics of AMI technologies for 5,000 to 10,000 meters. 

In addition, I recommend that the Commission require that any CornEd AMI pilot 

proposal identify the potential costs to ratepayers for a full-scale implementation of the 

AMI technologies and functionalities that it proposes to test in its pilot program. To date, 

CornEd has refused to estimate the full scale costs of AMI deployment based on its 

proposed pilot program. It would not be appropriate to consider a proposal for even a 

pilot AMI deployment without some consideration of the scale of investment or the 

impact on customer bills associated with the costs ofthis new technology if ramped up to 

a system-wide installation. This is particularly important in light of CornEd's apparent 

intent to study only how to deploy AMI and not whether AMI should be deployed at all. 

Q. PLEASE SUMMARIZE YOUR RECOMMENDATIONS FOR THE PROPOSED 

CUSTOMER APPLICATIONS PILOT. 

A. I recommend that the Commission order CornEd to design a much less expensive and 

more narrowly focused pricing and technology pilot. Most importantly, any pricing or 

technology pilot should incorporate the knowledge and experience gained from other 

pilots conducted in other states, and focus on those more likely to reflect customer 
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preferences as derived from other pilot programs. Furthermore, I recommend that the 

Commission order CornEd not to subsidize the costs of providing a variety of in-home 

display devices to participating customers, but instead allow CornEd to offer customers a 

variety of device and functional options from manufacturers who might therefore be 

willing to provide a reduced price on the equipment for this pilot program It is highly 

unlikely and unrealistic that CornEd's ratepayers should subsidize these devices, 

particularly in the early years oftheir development. Most importantly, I recommend that 

the Commission order CornEd to compare the costs and benefits associated with AMI-

enabled consumption reduction and demand response with non-AMI programs, such as 

the use of existing or upgraded direct load control equipment (and associated 

communication networks). Unlike the proposed CornEd approach, the Commission 

should require a true evaluation of AMI and non-AMI costs and benefits to achieve the 

same level of usage and demand response impacts prior to making any decisions on such 

an expensive investment for Illinois ratepayers. 

Q. PLEASE SUMMARIZE YOUR RECOMMENDATIONS WITH RESPECT TO 

COMED'S PROPOSAL IN LIGHT OF THE POTENTIAL FOR FEDERAL 

STIMULUS FUNDING. 

A 
1 t. The CeHllHissieR sheHla Ret assHlfle that the aj3j3lieatieR that CelflBd has filed iR this 

deeket eR .ffiHe I, 2()()9 is a sHffieieHt deserij3tieR ef er Retiee ef the ilflj3lieatieRs fur 6est 

reee'lery te ratepayers related te afty federal StilflHIHS j3rej eets. CelflBd silflj3ly has failed 

te delfleRstrate VfflY aay ratepayer fuHdiRg is Reeessary te ilflj3lelfleHt aft aj3j3re'<,ea DOB 

j3rej eet aeyeRd that aj3j3reved ay the CeffilflissieR iR this j3reeeediRg fur the lfIere 
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Harrswly reellsea AMI pi 1st that I have reesHllHeaaea. I aefe!- ts the testimsHY sf Mr. 

Bmseh eSHeemiHg the prsper type sf essts that shsllia !le iHelllaea iH aHy IlfJprs\'ea esst 

reesvery meehaHism. IH geHeral, GsmBa aHa sthef Iltilities seekiHg Smart Gfia grants 

shsllid flma their share sf the essts as part sf its sHgsiHg iH'Iestment aHa msaemizatisH 

aetivities aHa seek feesvery in a fuMe !lase rate ease that eSHsiaefs all sf GsmBa's 

reveHlles and elqJeHses aHa the pFllaeaey sf its elqJeHses. 

C. Background and Qualifications 

Q. PLEASE PROVIDE YOUR BACKGROUND AND QUALIFICATIONS. 

A. I opened my consulting practice in March 1996, after nearly ten years as the Director of 

the Consumer Assistance Division of the Maine Public Utilities Commission. While 

there, I managed the resolution of informal customer complaints for electric, gas, 

telephone, and water utility services, and testified as an expert witness on consumer 

protection, customer service and low-income issues in rate cases and other investigations 

before the Commission. My current consulting practice focuses on regulatory and 

statutory policies concerning consumer protection, service quality and reliability of 

service, customer service and low-income issues associated with both regulated utilities 

and retail competition markets. I have had more than 20 years of experience in 

representing residential customers in utility regulation. 

Specifically, I have evaluated proposals and submitted testimony and/or 

comments to state regulatory commissions concerning Advanced Metering Infrastructure 

(AMI) in Maine (Central Maine Power Co.), the District of Columbia (Potomac Electric 

Power Co.), California (Southern California Gas), Michigan (Detroit Edison), Idaho 
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116 (Idaho Power Co.) and I am consultant to the Massachusetts Attorney General in the 

117 proceedings underway before the Massachusetts Department of Public Utilities to 

118 consider smart grid pilot proposals by the four investor-owned electric utilities. I 

119 published a paper that identifies issues and concerns about the move to dynamic pricing 

120 for low-income customers and made presentations on AMI and dynamic pricing policies 

121 at many national conferences. 

122 In addition, I have also testified and published widely on policies that should 

123 govern the provision of default service (referred to as Standard Offer Service in several 

124 states) for residential customers in those states that have adopted retail competition for 

125 electricity and natural gas supply service. 

126 My recent clients include the state public advocate offices in Pennsylvania, 

127 Washington, Maryland, Ohio, Maine, and Massachusetts, as well as AARP state offices 

128 (Montana, New Jersey, Maine, Ohio, Virginia, Idaho, Maryland, Mississippi, and the 

129 District of Columbia). I have testified before state regulatory commissions in more than 

130 IS states, including Illinois, and in Canada. 

131 I am also an attorney, and a graduate ofthe University of Michigan (1968) and the 

132 University of Maine School of Law (1976). 

133 I attach my resume with a list of my publications and testimony as Exhibit No. 

134 AARP/AG Ex. 2.1. 

135 

136 

137 
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138 II. CRITIQUE OF COMED'S TECHNOLOGY PILOT 

139 

140 A. Description Of CornEd's Proposed AMI Pilot 

141 Q. PLEASE DESCRIBE THE SCOPE, SCALE AND ESTIMATED COSTS 

142 ASSOCIATED WITH COMED'S PROPOSED AMI PILOT. 

143 A. CornEd is proposing to install 141,000 advanced or digital meters with the associated 

144 communication network and software for data management. This installation will also 

145 require the new metering and data systems to be integrated with CornEd's existing 

146 software and operational support systems. The Company proposes to install 100,500 

147 meters in the Maywood operating area ("1-290 Corridor"), 30,000 in the City of Chicago, 

148 10,000 in Elgin, and 500 in the Village of Tinley Park. The cost ofthe new equipment 

149 and associated implementation costs for evaluation, installation, and other related 

ISO activities is estimated at $55.8 million, of which $47 million is labeled capital costs and 

lSI $8.9 million is labeled as operations and maintenance (O&M) expenses. These costs 

152 result in an average estimated cost per meter for those included in the AMI pilot of $333. 1 

153 Of course, this is not the cost being charged to participating customers, but a calculation 

154 that has implications for any full scale implementation. In addition, CornEd is proposing 

ISS to collect the unrecovered value of the existing mechanical meters that will be replaced, a 

156 cost that is estimated at $6.6 million. CornEd has also proposed a $14.8 million 

157 Customer Applications pilot which I will discuss later in my testimony. As a result, 

158 CornEd is proposing an AMI pilot that will cost $77.2 million, almost all of which 

I CornEd Response to AARP 1.23. This estimate does not include the cost of the Customer Applications pilot or the 
cost associated with recovering the costs of the existing meters that will be replaced. 
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Q. 

A. 

Q. 

A. 

CornEd wants to obtain from ratepayers within a relatively short recovery period by 

means of special Riders.2 

WHAT DOES COMED STATE WILL BE LEARNED FROM THIS AMI PILOT? 

Dr. Hemphill on behalf of CornEd states that the pilot reflects the "objectives as stated by 

the Commission in the 07-0566 Order and will further the policies stated in EISA with 

respect to modernizing the nation's transmission and distribution system through the 

deployment of smart metering devices.,,3 Dr. Hemphill also states that the pilot "will 

give us a 'better grasp of costs and benefits' of a full AMI deployment.,,4 CornEd will 

consider the pilot a success if "it allows CornEd to determine if and how to deploy AMI 

technology to CornEd's customers in a cost-effective and cost-beneficial manner."s 

DO YOU AGREE WITH THE GOALS AS STATED BY COMED FOR THIS 

PILOT? 

No, I do not. These statements and the design and scope ofthis pilot suggest that CornEd 

is attempting to justify the full scale deployment of AMI without considering potentially 

less costly investments that may achieve many of the potential benefits identified by 

CornEd at a lesser cost. Nor is there any indication that CornEd has designed this pilot in 

a least cost or cost-effective manner. In my opinion, CornEd should be required to design 

2 CornEd seeks to recover all the capital costs of the AMI pilot and all the capital and O&M costs ofthe Customer 
Applications pilot through current and proposed Riders. 

3 CornEd Ex. 1.0 at 4-5. 

4 !d. at 5, quoting from the Commission's 07-0566 Order. 

'Id. at 17. 
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178 

179 

180 

181 

182 

183 

184 

185 
186 
187 
188 
189 Q. 

190 

191 

192 A. 

193 

194 

195 

196 Q. 

an AMI pilot that 1) builds on the research and technology pilots that have been 

conducted by other utilities, 2) evaluates the various technological options in light of its 

own existing investments in Automated Metering Reading technology and its current 

software and operational systems, and 3) creates a test of its recommended technology of 

a scale and scope that takes into account the costs that will be passed through to all 

customers for this pilot and, potentially, for a full scale implementation in the future. 

B. The Commission's Guidance in ICC Docket No. 07-0566 Should 
Not Be Read to Eliminate a Consideration o/the Scope and Scale 
o/this AMI Pilot 

HAS THE ILLINOIS COMMISSION ADOPTED A POLICY TO PROMOTE 

SMART GRID INVESTMENTS, ADVANCED METERING, AND/OR DYNAMIC 

PRICING FOR RESIDENTIAL CUSTOMERS? 

No. The ICC has not adopted formal policies on these important matters. Furthermore, 

the Commission has clearly left these decisions for consideration after the Smart Grid 

Collaborative ordered in Docket No. 07-0566, which will take several years to complete. 

HAS THE COMMISSION PROVIDED ANY GUIDANCE AS TO THE SIZE OF 

197 THE PILOT THAT IT AUTHORIZED IN ITS ORDER IN DOCKET NO. 07-

198 0566? 

199 A. The Commission rejected the open-ended cost recovery rider proposed by CornEd in that 

200 rate investigation. The Commission did authorize "Phase 0" in order to have a "better 

201 grasp of costs and benefits.,,6 Rider SMP (now AMP) was approved "for the very limited 

6 This and following quotes are from the Commission's Order in Docket No. 07-0566, pages 138-140. 
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202 purpose of implementing Phase O-a scaled deployment of AMI-as a pilot program." 

203 The Commission authorized Phase 0 for " ... the installation of up to 200,000 advanced 

204 meters and associated infrastructure." The Commission intended that this pilot program 

205 be designed as a result of the AMI Workshops and that that effort would result in "the 

206 development of goals, timelines, evaluation criteria, etc." The Commission stated that 

207 Phase 0 would allow CornEd to "quantify the costs and benefits of full AMI 

208 deployment." However, the Commission expressed its concern that the method by which 

209 benefits would be quantified was unclear: "The AMI Workshops, described below, shall 

210 fully investigate the measure of benefits from the utility side of the meter.,,7 CornEd was 

211 also expected to analyze "certain aspects of AMI's performance and operation."s The 

2 I 2 Commission also limited its authorization of rider cost recovery to the carrying costs 

213 associated with the AMI investment. 

214 

215 Q. 

216 

217 A. 

218 

219 

220 Q. 

221 

222 

7 

8 

9 

DID THE COMMISSION ESTABLISH A TIMELINE FOR THE WORKSHOP 

AND IMPLEMENTATION OF THE AMI PILOT? 

While the ICC provided a timeline of sorts, the Commission specifically stated that if 

more time was necessary, a request for more time could be brought to the Commission.9 

DID THE COMMISSION DISCUSS THE COSTS OF THE AMI PILOT OR THE 

IMPLICATIONS FOR RECOVERY OF ITS COSTS FROM RATEPAYERS IN 

ITS ORDER? 

Orderat 139, ICC Docket No. 07-0566. 
Id 
Id 
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223 A. No. The Commission's discussion about the potential scope of the pilot-up to 200,000 

224 meters-was not accompanied by any specific discussion of the estimated costs for a 

225 pilot of this or any other size. The only testimony in the record for the cost of the "Phase 

226 0" pilot was provided by the testimony of CornEd witness Ms. Sally Clair, who stated in 

227 her rebuttal testimony that the cost ofthe pilot would be "under $60,000,000.,,10 This 

228 contrasts with the estimated cost of this proposed pilot program which exceeds $70 

229 million (plus an unidentified amount necessary to pay for the cost associated with the 

230 early retirement of the existing meters). As I discuss further below, I recommend that the 

231 Commission reconsider its previous authority to conduct such a large AMI pilot program 

232 and require CornEd to scale down the size and cost of this proposed pilot program. 

233 

234 

235 
236 
237 Q. 

238 

239 

240 

241 A. 

242 

243 

244 

245 

10 

C. CornEd has Failed to Justify the Scope, Scale, and Cost a/this 
Pilot Proposal 

HAS COMED JUSTIFIED THE SCOPE AND SCALE OF THIS PILOT AS 

NECESSARY TO DETERMINE WHETHER THE TECHNOLOGY WORKS AS 

PROMISED AND THE LEVEL OF IMP ACT ON OPERATIONAL EXPENSES 

AS A RESULT OF AMI DEPLOYMENT? 

No. CornEd has proposed a very large pilot program and has not justified why the AMI 

pilot must reflect such a large deployment to determine the cost effectiveness of the 

technology and its operational characteristics. In fact, CornEd's Application fails to 

provide any analysis of other AMI pilot or full scale implementations that have occurred 

or that are in the process of occurring in the U.S. and Canada that it considered in 

CornEd Ex. 23.0 at 8, ICC Docket No. 07-0566. 
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Q. 

A. 

designing this pilot program. The Company has also failed to provide any evidence that a 

pilot of this size is necessary to obtain important, statistically valid information about the 

costs and benefits of AMI deployment. 

IS THERE A BODY OF WORK AVAILABLE TO COMED CONCERNING AMI 

TECHNOLOGY AND ITS IMPACTS ON UTILITY OPERATIONAL COSTS 

THAT SHOULD HAVE BEEN TAKEN INTO ACCOUNT TO REDUCE THE 

SIZE AND COST OF THIS PILOT? 

Yes. Utilities have been installing and testing a variety of AMI technologies for several 

years. PPL Electric Co. in Pennsylvania installed an AMI system several years ago in 

stages, sought recovery for its costs in regular base rate cases, and justified its investment 

based on the operational savings, primarily in the form of reduced costs associated with 

meter reading and field visits associated with metering testing and replacements. ll All of 

the California electric utilities obtained approval for full-scale implementation of AMI 

and are in the process of installing these systems. One California utility, PG&E, 

encountered operational and technological difficulties with their original project design 

and has returned to the California PUC for authority to change its AMI systems, at an 

additional net present value cost to ratepayer of over $900 million, resulting in a total cost 

II PPL Electric installed advanced metering with two-way communications during a period in which its distribution 
rates were capped as a result ofa restructuring settlement. Following the expiration of that rate cap, PPL Electric 
filed a distribution base rate case that included their advanced metering investment, alleging that the operational 
benefits exceeded the costs incurred. The 2004 rate case was resolved without any disallowance of that particular 
investment. Subsequently, PPL installed a meter data management system and sought to include those costs in its 
2007 base rate case. The 2007 rate case was resolved in a settlement. See Pennsylvania PUC, Docket No. R-
00072155. 
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of its AMI deployment of$3.2 billion. 12 Potomac Electric Power Co. is field testing a 

10,000 AMI metering system in Delaware. 13 Detroit Edison in Michigan is testing 

10,000 AMI meters as part of a larger deployment of AMI meters that is scheduled to 

occur over the next four years to 4 million homes and businesses. 14 Clearly, there is a 

body of work and actual implementation and testing experiences that should have been 

consulted by CornEd in proposing its AMI pilot, if for no other reason than to design a 

pilot that would provide the necessary information on a lesser scale and lesser cost to 

ratepayers. 

Q. PLEASE DISCUSS THE RECENT PILOT PROGRAM RESULTS FROM 

CONNECTICUT THAT SUPPORTS YOUR SUGGESTION THAT A SMALLER 

SCALE PILOT WILL PROVIDE VALUABLE INFORMATION. 

A. Connecticut Light and Power (CL&P) conducted a technical test of an AMI system and 

filed a report on its results with the Connecticut Department of Public Utility Control 

(DPUC) in July 2008. CL&P conducted a test of approximately 500 smart meters and 

meter-to-meter mesh commnnications technology. The CL&P report found that AMI 

12 California PUC, Docket No. A.07-12-009, Decision 09-03-026 March 12,2009, available at: 
http://docs.cpuc.ca.gov/PUBLISHEDIFINALDECISION/98486.htm 

\3 Testimony of William Potts on behalf of Potomac Electric Power Co. (Pepco) before the District of Columbia 
Public Service Commission, Case No. 1056, May 22,2009, at page 19. This testimony is available from the PSC's 
website under this Case Number at http://www.dcpsc.orgl 

14 See, "Smart Meters help electrical grids get connected," The Detroit News, Tuesday, July 7, 2009. This news 
report also stated that Consumers Energy in Michigan was testing 4,500 advanced meters and that by 2015 the 
company hopes to install 4,000 new meters daily through 20 II at a cost of $800 million. Detroit Edison sought rate 
recovery approval for AMI metering in its most base rate case and alleged that the benefits in the form of reduced 
operational costs justified the cost of the new metering system. However, the Michigan Public Service Commission 
eliminated the costs of a full scale AMI and allowed recovery of only the costs of an AMI pilot because of the lack 
of information about system wide costs and benefits. In the matter ofthe application of the Detroit Edison Co. for 
authority to increase its rates, amend its rate schedules and rules governing the distribution and supply of electric 
energy, and for miscellaneous accounting authority, Case No. U-15244, Opinion and Order, December 23, 2008. 

14 
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technologies are evolving rapidly and that while the mesh-to-mesh communications 

worked as designed, there were a number of technical issues and concerns about the costs 

involved in such a communication network. Following a workshop with interested 

parties and the DPUC, CL&P revised its proposed smart meter pilot from a 10,000 meter 

system with mesh communications to a 4,000 meter system with a modem radio 

frequency (RF) communication system. This proposal was made in part to reduce costs 

and allow for the testing ofCL&P's proposed pricing options. Relying on CL&P's 

recommendation that advances in meter technology suggested that a modem RF 

communication system could be implemented without the geographic saturation 

requirements associated with mesh communication technology, the DPUC approved the 

revised pilot proposal on the grounds that the utility could deploy fewer meters and 

obtain satisfactory pilot results. 15 There is no evidence that CornEd has considered these 

developments and options in the design of its AMI pilot. 

Q. BASED ON YOUR KNOWLEDGE OF AMI PROPOSALS IN OTHER STATES, 

IS IT NECESSARY TO INSTALL 100,000 NEW METERS TO DETERMINE THE 

OPERATIONAL IMPACTS OF AMI? 

A. No. I interpret CornEd's proposal as a phased installation of AMI and not a small scale 

and least cost pilot program to determine if the technologies work with CornEd's legacy 

systems and identify the costs and benefits of a full scale deployment of AMI. 

Furthermore, CornEd's Application does not contain any evidence to support its assertion 

15 Connecticut Department of Public Utility Control, Letter, Docket No. 05-1 0-03REO 1 (May 2, 2008). The CL&P 
pricing pilot is testing four time-based options: Critical Peak Pricing, Peak Time Rebate, and TOU rates with an 
8=hour on peak TOU rate. This pilot program is currently being conducted and will be evaluated in a final report 
issued in December 2009. 

IS 
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Q. 

A. 

that such a large scale investment is necessary to gain the necessary information on 

system-wide costs and benefits. 

HAS COMED PRESENTED ANY EVIDENCE THAT WOULD SHOW THAT ITS 

PROPOSED TECHNOLOGY CHOICES AND SYSTEM DESIGN WOULD BE 

THE LEAST COST MEANS TO ACHIEVE THE FUNCTIONALITIES 

ASSOCIATED WITH ADVANCED METERING? 

No. At no point has CornEd evaluated the functionality of its current system, which is 

equipped with Automated Meter Reading (AMR) for a substantial portion of its service 

territory, or documented the least cost means by which that existing system could be 

upgraded or modernized to achieve interval usage information and establish two-way 

communication systems with customer meters. Nor has CornEd revealed in this 

application the stranded costs that would be incurred if its proposed AMI system was 

installed on a system-wide basis and the existing AMR technology was essentially 

abandoned. The New York Public Service Commission considered this same issue with 

regard to AMI proposals by New York electric utilities and stated: 

Electric utilities should explain in their plans the future options available for moditying and 
upgrading their selected systems for future advanced metering needs and avoidance of early 
obsolescence and stranded costs that can be anticipated and prevented. It would be beneficial to 
customers if utility advanced metering systems, including automated meter reading, did not 
restrict future use of sophisticated pricing and load management programs due to prohibitive 
incremental costs or technological impediments. 

And: 

Based on the comments, it appears possible to upgrade automated meter reading to accommodate 
advanced meter reading technology. In fact, automated meter reading may provide an 
economical method of pulling interval readings from meters, either through built-in intelligence 
in solid state electronic meters or use of intelligent network communications technology that 
performs data accumulation and time tagging to produce the required interval data. 
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Q. 

A. 

Q. 

A. 

We encourage electric utilities to plan for deployment of cost effective automated meter reading 
and, as noted above, to incorporate any automated meter reading proposals in their advanced 
metering plans, together with an analysis of all potential cost savings and other customer 
benefits.' 

The New York Commission's conclusions and guidance to electric utilities 

recognize the importance of maintaining least cost rates in any AMI deployment, pilot or 

otherwise. 

ARE YOU SUGGESTING THAT A PILOT PROGRAM IS NOT NECESSARY? 

No. I understand that the Commission has authorized a pilot program and I do not 

question that decision. There are important issues relating to costs, technology choices, 

policy implications, and consumer protections associated with AMI deployment that have 

not yet been considered or evaluated by the Illinois Commission. I do, however, question 

the scale and cost of this proposed pilot program as necessary, and it is far too costly to 

ratepayers. 

WHAT DO YOU RECOMMEND WITH RESPECT TO THE PROPOSED 

PILOT? 

I recommend that the pilot program be scaled to ensure the least cost approach and that 

the design of the pilot be demonstrated by CornEd to reflect the impact of the pilot and 

the potential full scale implementation of any technology or functionality on ratepayers. 

In that regard, I recommend that the Commission dramatically reduce the size ofthe pilot 

program to that necessary to determine the operational implications and the costs and 

16 New York Public Service Commission, Order Relating to Electric and Gas Metering Service, CASE 94-E-0952-
In the Matter of Competitive Opportunities Regarding Electric Service (August 1,2006), at IS and 23. 
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benefits of AMI deployment in terms of CornEd's existing operational systems. 

Furthermore, I recommend that the Commission order CornEd to evaluate the option of 

upgrading its existing AMR system to achieve some or all of the functionality associated 

with its proposed AMI proposal and compare and contrast these options as part of any 

pilot program, similar to the approach required by the New York Commission. 

D. CornEd has Not Proposed the Proper Evaluation Criteria 

Q. WHAT IS YOUR OPINION OF THE EVALUATION CRITERIA THAT COMED 

HAS PROPOSED TO GOVERN THE ANALYSIS OF ITS PROPOSED AMI 

DEPLOYMENT? 

A. Mr. Richard O'Toole, on behalf of CornEd, identifies the process and measures that will 

be used to evaluate the AMI technology pilot. I have several high level concerns with the 

proposed evaluation approach, as well as comments on specific metrics that CornEd has 

proposed to track. 

First, CornEd does not provide any baseline information or even discuss how or 

when the baseline information for each of these metrics will be developed and made 

public. In other words, it is not reasonable to track newly acquired information on 

metrics or performance areas that are not already tracked by CornEd or that would not be 

possible to compare to historical performance data to determine the incremental impact of 

the AMI pilot program. Just because the operation of a pilot program has a measurable 

impact on any of these metrics compared to non-AMI equipped customers is not a 

sufficient basis for concluding that the AMI installation is the cause ofthis differential. 
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Mr. O'Toole's metrics categories include (1) meter reading; (2) field and meter 

operations; (3) avoided energy purchases and uncollectibles; (4) billing; (5) Care Center; 

(6) outage management; (7) "value of the AMI infrastructure to other Smart Grid 

applications;" and (8) safety incidences and responsible vehicle accidents. 17 

With regard to meter reading, there is no question that the installation of AMI will 

have a direct impact on the costs associated with meter reading. In other words, jobs will 

be eliminated by the installation of AMI. To the extent that CornEd has already installed 

Automated Meter Reading (AMR) systems (and it appears from Mr. O'Toole's list of 

avoided costs that will be tracked, CornEd has already experienced cost savings due to its 

installation of AMR), the savings will be less than if AMR has not already been installed. 

Nonetheless, every utility that I am familiar with that has installed AMI has pointed to the 

loss of these jobs and the elimination of the labor and vehicle costs associated with meter 

reading as the primary source of any operational savings due to AMI installation. This is 

likely to be difficult for CornEd to estimate once an AMI technology for a full scale 

deployment is implemented. 

With regard to field and meter operations, CornEd will be tracking the avoided 

costs associated with the elimination of manual disconnection and reconnection of 

service. In other words, CornEd will be remotely disconnecting service for nonpayment 

of the customer's electricity service without a premise visit. 18 CornEd does not highlight 

or discuss in any detail this important change in its current procedures associated with the 

17 CornEd Ex. 3.0 at 1-14. 
18 CornEd response to AARP 1.30 confirms that CornEd will use the remote disconnection functionality associated 
with its proposed new metering system and that, "While not planned for in the pilot, this meter feature may also 
support future needs such as pre-payment programs or curtailment programs as examples." Both ofthese options 
are highly controversial and opposed by AARP and the Attorney General as discriminatory to lower income and 
payment-troubled customers. 
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disconnection of residential utility service for nonpayment or other involuntary 

disconnections. While the current Illinois regulations in Part 280 do not require that the 

utility attempt contact prior to disconnection of service, the fact that a utility premise visit 

is required to disconnect service is an important consumer protection. This change in 

current policy has important consumer health and safety implications that have not yet 

been evaluated or considered by the Commission. CornEd's reliance on remote 

disconnection of service is likely to result in a higher level of disconnection compared to 

the current disconnection process. It appears, too, that CornEd would not be leaving a 

conspicuous notice of its disconnection of service at the premises if this "reform" is 

allowed to occur. Furthermore, by this feature, CornEd appears to be relying on its 

ability to change it current policies to visit the dwelling at the time of disconnection 

without any further Commission review or approval of such a dramatic change. 

ComEd's current premise visit to the customer's dwelling at the time of disconnection 

allows the utility to attempt customer contact, detection of medical emergency, or other 

conditions that may result in forbearance by ComEd from disconnecting service. A 

recent decision of the New York Public Service Commission explicitly provided that 

current consumer protections relating to disconnection would be retained in the event that 

AMI was implemented, thus preventing New York utilities from relying on any savings 

associated with remote disconnection of service. 19 I recommend that CornEd not be 

allowed to implement this feature associated with the AMI pilot program. 

19 The New York Commission stated, "Finally, we remind the companies that termination of service for nonpayment 
is subject to Home Energy Fair Practices Act (HEFPA) regardless of whether that disconnection is performed by 
physical (on site) or electronic (remote) service shut off. No utility may utilize AMI for remote disconnection of 
service for nonpayment unless it has taken all of the prerequisite steps required by HEFPA, including the 
requirement of 16 NYCRR § 11.4(a)(7) that customers must be afforded the opportunity to make payment to utility 
personnel at the time oftennination. This process requires a site visit, even where a remote device is utilized." See 
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With regard to the metrics associated with the Customer Care Center, 

conspicuously missing is the tracking of new and additional calls to the Call Center that 

will be associated with this proposal. It is highly likely that pilot customers will call 

CornEd to discuss the installation of the new meter and its functionality. Finally, the new 

usage information available from these meters may result in longer and more frequent 

calls from customers concerning their usage and how to obtain information about their 

usage from CornEd's website or other means.20 Therefore, CornEd should not only track 

indicia of reduced calls, but the type, frequency, and length of all calls from AMI 

participants in this pilot program. 

In the category of "other operational benefits," CornEd proposes to track how the 

AMI infrastructure will provide value to "other Smart Grid applications.,,21 These 

metrics reflect CornEd's linkage ofthe AMI pilot to its system-wide infrastructure plans 

for smart grid technologies and customer information applications that are the subject of 

its Customer Applications pilot. While I do not object to CornEd's analysis of the 

effectiveness of its proposed communication network, this proposal exceeds the narrower 

Phase 0 pilot that the Commission anticipated and greatly drives up the costs of the 

proposed pilot program. Such an evaluation also fails to take into account the multi-year 

Smart Grid Collaborative Workshops that are underway and that the Commission 

Order Requiring Filing of Supplemental Plan, Case Nos. 94-E-0952, OO-E-O 165, and 02-M-0454 (December 17, 
2007). 

20 A recent industry newsletter contains an article that points out the potential for increased calls and lengthier calls 
to utility customer call centers as a result of the pricing options and functionality available through smart metering. 
As a result, it may be that costs will increase and not decrease for customer care and customer calling functions, 
contrary to what many utilities have alleged. See, "Call Center Impacts of Smart Metering," (July 10,2009), 
available at http://www.utilipoint.comlissuealert!article.asp?id~3174 

21 CornEd Ex. 3.0 at 12. 
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intended would evaluate and consider system-wide investments in the distribution and 

transmission systems, as well as potential home area network implications of AMI. 

E. Recommendations 

Q. WHAT ARE YOUR RECOMMENDATIONS WITH RESPECT TO COMED'S 

PROPOSED AMI PILOT? 

A. I recommend that the Commission order CornEd to substantially reduce the size of the 

AMI installation and provide (1) an evaluation plan that identifies what technologies are 

being tested compared to other utility AMI installation and testing experiments; (2) 

evidence of the minimum size of the AMI pilot that is needed to test the implementation 

of particular AMI technologies and their integration into CornEd's existing systems at the 

least cost to ratepayers; and (3) an evaluation of what investments could be considered to 

upgrade existing automated meter reading systems to achieve some if not all of the 

functionalities of the proposed AMI system. Based on pilot programs either completed or 

underway at other utilities, it should be possible to conduct a test of the operational 

characteristics of AMI technologies for 5,000 to 10,000 meters. 

Q. DO YOU HAVE ANOTHER RECOMMENDATION THAT RELATES TO THE 

AMI PILOT THAT WILL ALLOW FOR FUTURE CONSIDERATION OF FULL 

SCALE AMI DEPLOYMENT? 

A. Yes. I recommend that the Commission require any CornEd AMI pilot proposal identify 

the potential costs to ratepayers from a full-scale implementation of the AMI 

technologies and functionalities that it proposes to test in its pilot program. To date, 
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III. 

Q. 

A. 

CornEd has refused to estimate the full scale costs of AMI deployment based on its 

proposed pilot program.22 It would not be appropriate to consider a proposal for even a 

pilot AMI deployment without some consideration of the scale of investment or the 

impact on customer bills associated with the costs of this new technology if ramped up to 

a system wide installation. This is particularly important ifthis pilot is designed to 

study only how to deploy AMI and not whether AMI should be deployed at all. 

CRITIQUE OF COMED'S PROPOSED CUSTOMER APPLICATIONS PILOT 
PROPOSAL 

A. Description of CornEd's Customer Applications Pilot 

PLEASE DESCRIBE COMED'S PROPOSED CUSTOMER APPLICATIONS 

PILOT. 

CornEd has proposed a separate aspect of its proposed AMI pilot that will test a variety of 

pricing and rebate options for a smaller group of about 8,000 AMI customers. The 

Customer Applications pilot is estimated to cost $2,190,000 in additional capital costs 

and $12,649,000 in additional O&M costs, for a total of $14.8 million in addition to the 

costs of the AMI pilot itself.23 These estimated expenses result in a cost of $1 05 per 

meter for the Customer Applications pilot, beyond the estimated cost of$333 per meter 

22 CornEd response to AARP 1.07 and IIEC 2.07. In these responses, CornEd claims that it has not yet estimated the 
costs associated with a full scale implementation of AMI, stating that it can only provide such estimates after the 
conclusion of the pilot programs it has recommended in this filing. However, other utilities have calculated such 
estimates as part of their pilot program proposals and of course, other utilities have sought approval for AMI without 
conducting any technology pilot program at all. 

23 CornEd Ex. 4.0, Table 5, page 27. 
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for the AMI pilot.24 CornEd states that this approach was supported by AMI Workshop 

participants in order to determine the energy-related benefits associated with AMI. The 

Customer Applications pilot will consist of six rate designs and four technologies, most 

of which are associated with in-home devices or in-home displays. The various pricing 

and technology options, as well as 2 control groups, will result in 24 separate tracks or 

"cells" for the pilot program. The Company outlines five "hypotheses" that they will 

evaluate, all of which require the AMI metering system and some form of time-based 

pricing or peak time rebate accompanied by in-home technologies and devices. The 

overall intent is to find out whether customers in these pricing and technology options 

will use less electricity, reduce usage during peak usage hours, and/or shift usage to lower 

peak hours. CornEd's pilot also involves a significant level and expense associated with 

marketing, education, and communications with customers to, as described by CornEd, 

"nudge" (a term used by CornEd) customers into investing in energy saving equipment, 

conserve energy, and shifting energy to other times of day.25 

Participants will be randomly assigned to the Customer Applications options (i.e., 

the 24 cells or variables), with 2 control groups composed of customers outside the AMI 

footprint. The selected customers will be notified oftheir selection, informed of the 

specific Customer Applications pricing and technology plan to which they are assigned, 

and provided an opportunity to "opt out" of the program. As a result, the Customer 

Applications pilot will not solicit participation from willing volunteers, but rely on 

customers failing to opt out to obtain the statistically valid number of customers for each 

Customer Applications option. 

24 CornEd Response to AARP 1.23. 

2' CornEd Ex 4.0 at 5. 
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Q. 

A. 

B. Corned Has Failed To Justify The Scope And Scale Of This Pilot 
Based On Any Evaluation Or Analysis Of Other Pricing Or 
Technology Pilots. 

DOES COMED'S PROPOSED CUSTOMER APPLICATIONS PILOT REFLECT 

ANY INFORMATION THAT COULD BE OBTAINED FROM THE DESIGN OR 

RESULTS OF OTHER AMI PRICING PILOTS? 

No. CornEd's pricing proposals duplicate the pilot programs conducted in other states 

and fails to incorporate recent findings and customer preferences. CornEd's Customer 

Applications Pilot proposal does not inform the Commission on what exactly will be 

learned in this expensive and complex pricing pilot compared to other experiments and 

experience. Nor has CornEd done any preliminary evaluation of what range of results 

would be expected from its proposed pricing and technology options compared to the 

results in other pilot programs.26 Mr. Jensen on behalf of CornEd claims research on 

customer pricing options has not been conducted in the Midwest27
, but there is no basis 

for the suggestion that pilots conducted in other jurisdictions would be not useful to the 

Illinois experience, at least in testing pricing options that reflect the current state of the 

research into residential customer preferences. He also testifies that the proposed 

Customer Applications pilot will position Illinois as the "leading state in developing a 

customer-centered research model of AMI and smart grid deployment. ,,28 But that 

statement is primarily a matter of the cost and size ofthe proposed pilot program and 

26 When asked to identilY the customer data and technologies that CornEd has proposed in its pilot that have not 
otherwise already been tested and evaluated in other pilot programs. the Company objected to the data request and 
stated, "CornEd has not reviewed, compared and contrasted its AMI Customer Applications Plan with all of the 
other pilot programs in the world." CornEd Response to AARP 1.03. 

27 CornEd Ex. 7.0 at 4. 

28 /d. 
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does not identily how Illinois ratepayers benefit from paying for the one of most 

expansive pilots in the country. 

CornEd's "AMI Assessment Customer Applications Plan", referenced by Mr. 

Jensen, promises that the proposed assessment will be the "most comprehensive" in terms 

of numbers of subjects and , using a randomized controlled field trial (RCFT), will be the 

"first assessment to test six different types of rates, the "first assessment" to test four 

types of enabling technology for customer feedback and demand response information, 

the "first AMI assessment" to test the effects of free versus purchased enabling 

technologies, the effects of customer education, and how the customer experience 

impacts the adoption of the AMI system.29 

Q. DO YOU AGREE WITH MR. JENSEN'S STATEMENTS ABOUT THE UNIQUE 

NATURE OF COMED'S PROPOSED CUSTOMER APPLICATIONS PILOT? 

A. No. Most importantly, Mr. Jensen does not tell us why the size of the proposed Customer 

Applications pilot is necessary or why the complexity of the pilot's pricing and 

technology options are necessary. There have been many other AMI pricing pilot 

programs. There have also been several technology and in-home device pilot programs. 

Simply because CornEd proposes to include all these options in one pilot program is not a 

sufficient reason to duplicate or start anew in an analysis of customer responsiveness to 

various dynamic pricing options or the use of in-home display technologies. There is no 

basis for CornEd's suggestion that the size and complexity of this proposed pilot program 

29 ComEd's AMI Assessment Customer Applications Plan, Attachment 4 to Petition at 3-4. 
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will provide data that is not otherwise available or that cannot be relied upon in Illinois, 

at least to guide the development of the most likely price or demand response options. 

I provide the following information to support my statements that other AMI 

pricing pilots have been conducted or are underway in other jurisdictions that are likely to 

provide valuable information in designing an Illinois pilot that will build on and not 

duplicate other results: 

• The California Statewide Pilot program is considered the original dynamic pricing 

pilot that most utilities and consultants have relied upon to predict customer interest 

in, response to, and price elasticities due to customer response to dynamic pricing. 

These pilot programs tested a variety of dynamic pricing options, including Critical 

Peak Pricing, Peak Time Rebates, direct load control using smart thermostats, and 

more traditional Time of Use rate structures. This pilot also specifically tested low 

income customer responses to various dynamic pricing options and found that the 

price elasticity ofthis customer group was essentially zero.30 

• Relying on more updated research with respect to customer reaction to peak time 

rebates as opposed to critical peak pricing, the California Commission has approved a 

30 The California pilot program final report [Charles River Associates, Impact Evaluation of the California 
Statewide Pricing Pilot (CRR CA SPP Final Report), March 16,2005. The evaluation of these pricing programs for 
residential customers found that the use of traditional Time of Use (TOU) prices (such as those already available 
from CornEd using its existing interval metering system) alone reduced consumption by 6%, but the authors noted 
that this may be due in part to the "modest" nature of the differential in the California pilot TOU prices between 
peak and off peak periods. Indeed, the impact oftime of use rates on residential consumption in general "almost 
completely disappeared" by the second year. However, the use of CPP or critical peak pricing reduced usage on 
Critical Peak days by 13-16%, thus showing that those customers with the largest energy usage (particularly those 
with central air conditioning) could have a potentially significant impact on usage during expensive peak periods. 
Finally, the pilot programs found that usage reduction (27%) significantly improved with installation of "smart 
thermostat," that is, the use ofa module in the customer's home that enabled the customer or the utility to program 
cooling usage based on network conditions. Most importantly for the implications of such pricing methods for 
limited income customers, the impact evaluation of the California Statewide Pricing Pilot' found that "the elasticity 
of substitution for CARE [low-income discount] customers is essentially zero." Report at 75. [Note: This Report is 
no longer available at the California Energy Commission website.] 
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reliance on peak time rebates or credits as the basis for calculating the potential for 

demand response savings in the AMI applications of Southern California Edison and 

San Diego Electric & Gas.3l 

• Baltimore Gas & Electric just issued the results of its first year AMI pricing pilot.32 

That report documents that residential customers respond to the offer of peak time 

rebates as well as to the more punitive notion of imposing high critical peak prices. 

As a result, BGE has abandoned any further testing of critical peak pricing and has 

proposed that its second AMI pricing pilot in 2010 rely solely on peak time rebates. 

31 See Application of San Diego Gas & Electric Co. (V-902-E) for Adoption of an Advanced Metering Infrastructure 
Deployment Scenario and Associated Cost Recovery and Rate Design, California Public Utilities Commission, 
Decision 07-04-043, p. 54 (Apr. 12,2007). 

32 BGE's AMI pricing pilot is a separate endeavor from its current Peak Rewards program that I discuss later in my 
testimony. BGE's Smart Energy Pricing Pilot Summer 200S Impact Evaluation (April2S, 2009), available at the 
Maryland PSC website under 
http://webapp.psc.state.md.usllntranetiCaseNumINewlndex3VOpenFile.cfin?filepath~IIColdfusionIEWorkingGrou 

ps\DRDG\IBGE%20AMI-DR-
ConservationlAMI%5C2 FINAL%20BGE%20SEP%20Summer''1020200S%20Report%20(o5 05 09).pdf 
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• Several Massachusetts utilities33 and a large Canadian utilitl4 have looked at the use 

of in-home devices and their impact on usage and demand reduction for residential 

customers. Both of these studies have documented findings that suggest that (I) 

CornEd's extensive plans to test these devices is not necessary, certainly not on the 

scale that CornEd proposes, and (2) CornEd's proposed investments in these in-home 

display devices carry risks associated with failed devices, failed batteries, customer 

disinterest after a reasonable period of time, and difficulties with maintaining a 

working device and working connection with the utility's meter. It is not my intent to 

suggest that customers may not value these devices or make use of them. However, 

the plethora of devices, the rapid nature of technological developments, and the lack 

of uniform interoperability and communication standards that govern the connection 

of these devices and the customer's appliances and the utility's meter suggest a more 

cautious approach. This is particularly the case because it is not clear what role the 

utility itself should play in promoting particular devices, installing and maintaining 

33 The Massachusetts PowerCost Monitor Pilot Program was implemented in 2007 by three Massachusetts utilities 
to test customer reaction to a wireless in-home display device which enabled the participants to see their electricity 
usage and costs in real time. Some customers were offered the device for free; others who agreed to purchase the 
monitor were given a $120 rebate toward the total cost of$149.95. Over 3,500 monitors were purchased. The 
evaluation determined that those customers who actually used the device saved on average 2.5 to 3% of annual 
usage. However, the evaluation also documented that only 76% actually installed the device with many describing 
difficulties with installation. More importantly, only 35% were using the device after 8-12 months for reasons that 
ranged from failed batteries to device failure to lack of continuing interest in using the device after the customer 
obtained useful information. Ms. Alexander's information on this pilot program was obtained as an attachment to 
the testimony of Ms. Sarah Darby, a witness on behalf of Southern California Gas Co. in a California PUC 
proceeding, A-08-09-023 [Exhibit 25-A]. The presentation of this pilot result was done by Opinion Dynamics Corp. 

34 Mountain, DC (2006), The Impact of Real-Time Feedback on Residential Electricity Consumption: The Hydro 
One Pilot, Mountain Economic Consulting and Associates, Inc., Ontario, CA. Hydro One in Canada undertook a 
Real Time Monitoring Pilot in the summer of2004 and followed customer response over a two-year period. This 
study documented that exposure to real time usage information on electricity usage through an in-home monitor 
results in usage reduction. The most significant usage reduction was measured for non-electrically heated homes 
(8.2%), but that customers with electric heat did not response in any significant manner, which the authors 
concluded was due to the lack of granularity in usage information to such customers in which the electric heat usage 
overwhelmed the non-electric heat usage information. 
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such devices, and incurring the significant expense associated with subsidizing the 

costs of these devices.35 

Q. DID COMED'S PROPOSAL TAKE INTO ACCOUNT CURRENT COMED 

DYNAMIC PRICING AND DEMAND RESPONSE PROGRAMS? 

A. No. CornEd's proposal fails to discuss or compare and contrast the costs and benefits of 

any of its current dynamic pricing and direct load control programs. 

Illinois has experimented with hourly pricing for residential customers for several 

years. Furthermore, CornEd has offered time-of-use rates to residential customers for 

many years. Neither rate option has proven to be popular with residential customers. 

The lack of any attention by CornEd to its own hourly pricing program offered to its 

residential customers in this filing is particularly disturbing and a glaring omission. 

According to the most recent report on the 2008 operation of this hourly pricing 

program36
, very few residential customers have elected to participate in this program. As 

of the end of2008, only 6,000 customers had enrolled in this program after several years 

of operation. Furthermore, the level of customer savings on their annual bill was very 

small (an average of2.3% for those who had participated in the entire 2008 calendar 

year). Finally, volatile commodity prices in the wholesale market increased dramatically 

in 2008 and participating customers began to experience "negative savings" in 2008, 

resulting in a halt to the marketing of this program for several months. This experience 

" I also note that CornEd's promotion of these devices as an integral part of its AMI deployment could result in the 
potential for a profit center for the utility. 

36 Comverge, Inc., CornEd's Residential Real-Time Pricing Program 2008 Revised Annual Report, April 28, 2009. 
This Report is posted on the Commission's website under Docket No. 06-0617. 
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clearly documents my concerns about the notion that residential customers can or should 

be "nudged" into dynamic or time-based prices that reflect volatile wholesale market 

conditions. 

In addition, CornEd has for several years also operated a direct load control 

program targeting central air conditioning usage at peak hours. This program is funded 

through Rider AC which allows the Company to remotely control the duty cycle of 

central air conditioning compressors and provides participating customers with either a 

$5 or a $10 credit for each of the four summer months. Yet, there is no analysis in this 

proposal of the costs and benefits of that program or how those costs and benefits might 

compare to this expensive AMI approach which will offer customers rewards for 

allowing CornEd to control a new smart thermostat.37 

C. Corned's Customer Applications Pilot Design Is Flawed. 

Q. PLEASE DISCUSS YOUR VIEW OF THE ACTUAL CUSTOMER 

APPLICATIONS PILOT DESIGN. 

616 A. Based on my review of the dynamic pricing pilots and programs in other states, as well as 

617 

618 

619 

620 

621 

the experience to date in Illinois, it is my opinion that residential customers with average 

or below average usage profiles are not interested in and will likely not see any 

significant benefit in the form of bill savings from dynamic pricing, particularly when 

presented as volatile hourly or extremely high critical peak pricing. These customers 

exposed to these pricing options who cannot shift usage off peak can be expected to 

37 CornEd acknowledges that this Rider AC program will remain in effect during the various pilot programs. CornEd 
refused to perform any analysis of the costs and benefits of this or a similar program operated by Baltimore Gas & 
Electric [Peak Rewards} which has achieved significant success at a very low cost. CornEd Response to AARP 
1.1l. 
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experience higher bills, particularly when the costs of an expensive AMI deployment as 

reflected in CornEd's Application is taken into account. Furthermore, the move to 

dynamic pricing (particularly when accompanied by the significant marketing efforts that 

CornEd proposes here to "nudge" customers into participating in and reacting to these 

various Customer Applications pricing and technology options), carry concerns about the 

impact on customer health and safety. Some customers should not be discouraged from 

using their electricity during critical peak hours for cooling in particular, such as persons 

aged 65 and older, those with young children, and customers who are medically 

vulnerable or infirm.38 As Illinois knows only too painfully, the combination of high 

summer temperatures, which are likely to conform to periods of very high wholesale 

market prices, and the lack of access to cooling through fans or air conditioning units 

because of the fear of higher and potentially unaffordable electric bills is a recipe for 

disaster. 39 As a result, I recommend that the Commission not focus on punitive critical 

peak or high peak prices to induce low and average use residential customers to shift 

usage or use less electricity. 

While various pilot programs have documented that many residential customers 

will respond to opportunities to reduce peak load usage in return for rewards or credits, in 

most cases those programs were targeted to customers with a central air conditioning 

system that can be remotely operated through utility communication with smart 

thermostats (with and without AMI). However, CornEd's proposal does not identifY any 

38 http://www.epa.gov/aginglpdfs/resources/ehe guide 10 2006 0619.pdf 

39 A seminal study of the July 1995 heat wave in Chicago, Illinois that resulted in 739 excess deaths documented 
that many elderly residents refused to use fans or air conditioners in part because of their fear of higher electric bills 
that would be unaffordable in the future. Almost % of the victims were over age 65. See, Klinenberg, Eric, Heat 
Wave: A Social Autopsy of Disaster in Chicago, University of Chicago Press (2002). 
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goals or objectives for usage reduction and demand response targeted to customer usage 

profiles or ability to shift or reduce usage on a persistent and long term basis. Since 

almost 50% of CornEd's residential customers without electric heat use less than 500 

kWh per month and 65.5% of CornEd's residential customers without electric heat use 

less than 700 kWh per month40
, it would appear highly unlikely that these customers 

could shift usage or reduce usage in a significant manner, particularly in light of the 

proposed costs of AMI and this Customer Applications pilot should it be replicated on a 

system-wide basis. It would be far more likely to be cost effective if CornEd sought to 

focus on higher usage residential customers and craft AMI and pricing or technology 

based programs that targeted those with the most opportunity to reduce usage or 

participate in direct load control programs. 

654 Q. HAS COMED INCLUDED AN EVALUATION OF THE POTENTIALLY MOST 

655 COST EFFECTIVE APPROACHES TO ACHIEVE USAGE REDUCTION 

656 AND/OR DEMAND RESPONSE FROM RESIDENTIAL CUSTOMERS IN THIS 

657 PILOT PROGRAM? 

658 A. No. In fact, CornEd has stated that it has not done any analysis of the most cost effective 

659 

660 

or least cost means to achieve usage reduction, deliver energy efficiency, or design and 

implement demand response programs.41 Rather, CornEd has proposed an AMI pilot and 

40 CornEd response to AARP 1.13, Attachment I. 

41 CornEd responses to IPA 1.06, 1.07, 1.08, 1.09 confum that CornEd has not conducted any analysis ofthe most 
cost effective or least cost efficiency or demand response programs in proposing its Customer Applications Plan or 
that it has estimated or established any objectives or goals associated with efficiency, usage reduction, or demand 
response results to guide its analysis of its proposed pilot program. See, also, CornEd Response to AARP 1.25, 
1.26, 1.27 and 1.28 which reflect this same approach. 
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a Customer Applications pilot that fails to evaluate potential AMI technologies and 

implementation strategies that would result in a least cost approach to achieve the 

functionalities that it has identified as important to ratepayers. Furthermore, CornEd has 

not done any analysis of a full-scale implementation of AMI based on its proposal or any 

other technology options. Given its size and cost of its proposals, CornEd appears to be 

seeking data to justify a predetermined objective of installing AMI on a full scale basis 

and appears intent on embarking on expensive and potentially dangerous pricing 

programs that will make essential electricity service more volatile and less stable for the 

average residential customer. 

Q. WHAT HAVE OTHER DYNAMIC PRICING PILOTS SHOWN REGARDING 

CUSTOMER REACTION TO VARIOUS DYNAMIC PRICING OPTIONS? 

A. Previous pilot programs in Califomia42 and Maryland clearly indicate that customers are 

more motivated or just as motivated to shift usage or reduce usage during peak hours 

with a rebate or credit approach rather than the potentially punitive approach of very high 

critical peak pricing. For example, Baltimore Gas & Electric's ("BGE") Peak Rewards 

Program43 in Maryland initiated a successful Smart Grid program that relied on the use of 

"smart thermostats" installed in customers' homes with central air conditioning or a heat 

pump system. The Peak Rewards Program utilized a two-way communication system 

42 See Application of San Diego Gas & Electric Co. (U-90l-E) for Adoption of an Advanced Metering Infrastructure 
Deployment Scenario and Associated Cost Recovery and Rate Design, California Public Utilities Commission, 
Decision 07-04-043, p. 54 (Apr. 12,2007). See also footnote 30, infra. 

43 BG&E's Peak Rewards program provides participating residential customers with a bill credit up to $100 each 
summer, depending on the level of participation selected by the customer, i.e., the level of control allowed on the 
customer's thermostat. For further details on this program, see: http://peakrewards.bgesmartenergy.com/what-is­
peakrewards 
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680 between the utility and the thermostats, but did not require new metering infrastructure or 

681 time-of-use pricing models. The Maryland Public Service Commission ("PSC") 

682 discussed the Peak Rewards Program in its report to the Maryland Legislature 44: 

683 
684 The greatest success from the pre-EmPower Act period came from a BGE 
685 program, now called Peak Rewards. Peak Rewards is a voluntary program in 
686 which customers can agree, in exchange for bill credits, to allow BGE to install a 
687 device through which BGE can tum down the customer's air conditioning on peak 
688 demand days. As approved, Peak Rewards is surcharge-neutral, even to non-
689 participants, because BGE can fund it with the proceeds from bidding the 
690 resulting demand response into the RPM capacity auctions. As a result of Peak 
691 Rewards, BGE bid 495 MW of demand response into the May 2008 auction -
692 effectively a power plant's worth of demand response that substitutes for an 
693 equivalent amount of new generation. Having approved Peak Rewards, the 
694 Commission directed Pepco, Delmarva, Allegheny and SMECO on January 3, 
695 2008 to file similar demand response programs and, with the exception of 
696 Allegheny, all of them now have programs of their own. 
697 
698 In testimony presented before the Maine Public Utilities Commission in 2007, Dr. 

699 Stephen S. George45 also supported the reliance on peak time rebate approaches for most 

700 residential customers as opposed to CPP: 

701 
702 A PTR [Peak Time Rebate] incentive is similar to a critical peak price (CPP), 
703 except that it is a "carrot-only" option rather than a "carrot-and-stick" option like a 
704 CPP rate. With a CPP program, customers with "peakier" load shapes may see bill 
705 increases if they do not reduce usage on critical days, and market research 
706 indicates that customers often focus more on this downside risk than the upside 
707 potential when considering whether or not to accept a CPP rate. With a PTR 
708 program, if customers do not change their energy use during peak periods, their 
709 bills remain the same-if they reduce energy use, their bills fall. As such, it is not 
710 necessary to enroll customers in a PTR program per se, but simply to inform them 
711 that an opportunity to reduce their bills is available. Market research and pricing 

44 See Final Report of the Maryland PSC to the Maryland Legislature. Options for Re-Regulation and New 
Generation, December 10,2008, at 6 and 23. Report available at: 
http://webapp.psc.state.md.us/lntranet/psc/Reports new.cfm. 

45 Rebuttal Testimony of Stephen S. George, Ph. D., November 9,2007, Maine Public Utilities Commission, 
Central Maine Power Company, Requestfor New Alternative Rate Plan, Docket No. 2007-215, p. 21 (2007). This 
testimony is available on the Maine PUC's website under this docket number: http://www.state.me.us/mpuc/ 
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712 pilots indicate that the average demand reduction per customer is similar for PTR 
713 and CPP options. However, because of the risk-free nature of a PTR program, 
714 more customers are likely to take advantage of a PTR rebate than to volunteer for 
715 a CPP program. Consequently, total demand response is likely to be greater for a 
716 PTR incentive than for a CPP program. [Emphasis added] 
717 
718 
719 As a result of these findings, I recommend that CornEd's Customer Applications 

720 pilot focus on Peak Rewards and abandon further testing of critical peak or other hourly 

721 or dynamic pricing for residential customers. 

722 
723 Q. DO YOU HAVE OTHER CONCERNS ABOUT THE DESIGN OF THE 

724 CUSTOMER APPLICATIONS PILOT AND ITS IMPLICATIONS FOR FULL 

725 SCALE DEPLOYMENT? 

726 A. Yes. I am particularly concerned about two aspects of this proposed Customer 

727 Applications pilot. 

728 First, the costs associated with the marketing and "educational" expenses for this 

729 pilot are very high and unlikely to be replicated on a system wide basis. Ofthe total $12 

730 million O&M costs that CornEd has estimated for this Customer Applications pilot, $2.2 

731 million is for "public information-community outreach," and $1 million is for "customer-

732 direct communications" (27% of the entire budget). The attempt by CornEd to "nudge" 

733 customers into this program and to push customers into taking actions in response to a 

734 marketing campaign, the exact nature of which is not revealed in this proposal, puts 

735 CornEd into the position that is not in keeping with its role as a distribution company in a 

736 state that has adopted electric restructuring. A constant barrage of communications for a 

737 pilot program is unlikely to provide any meaningful information when considering the 

738 potential impact of any aspect of these pricing and technology pilots on a full scale basis. 
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Second, I am concerned about the technology proposals associated with this 

proposed pilot. CornEd has proposed to purchase $2.16 million in hardware for in-home 

display devices and another $.5 million for installing such devices. Having the utility 

take such a proactive role in the promotion and installation of in-home devices has been 

controversial in other states and is problematic for a number of reasons. The market for 

and design and functionality of these devices is in its infancy. Furthermore, CornEd 

seeks to subsidize the cost and installation of these in-home devices,46 which is again 

unlikely to be replicated in any full scale implementation due to the costs for such an 

approach and the potential for stranded costs due to the rapidly developing technology 

and functionality of these devices in the next several years. In fact, CornEd's approach 

demonstrates clearly that the installation of new metering is only the beginning of the 

ratepayer investment in smart grid technologies since the meter itself does nothing but 

record usage in smaller increments and it requires a dedicated wireless or wired 

communication to the customer's side of the meter or a presentation of this information 

through the internet to actually communicate with customers on usage and pricing 

information. Relying on in-home devices to transmit this information in a format that 

customers can easily access and make use of is potentially significant. While CornEd 

apparently recognizes this barrier, the Commission should proceed more carefully prior 

to inserting the distribution utility into this new function. Any such approach should only 

occur after a consideration of attendant issues of customer privacy in the gathering and 

46 In CornEd's response to DLH 3.02 (Supplemental), it states that the charges to customer for these technologies are 
not going to be cost based. CornEd estimates that the basic in home display device will cost $105 per unit and the 
advanced in home display device will cost $750 per unit. The cost of the programmable thermostat is estimated at 
$1,300 per unit. While CornEd is proposing to charge customers some fee for these devices, at least for some 
participants, it has not yet identified what fee it will charge. 
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use of such granular usage data about household activities and appliances, costs and cost 

recovery, and the relationship of the utility's role in promoting various rate options to the 

retail market model in effect in Illinois. Finally, I again point out that prior studies of 

customer usage and reliance on in-home devices suggest significant operational problems 

and lack of persistent customer interest in and use of such devices in several pilot 

programs conducted by both U.S. and other utilities. As a result of these concerns, I 

recommend that the Commission reject ratepayer funding to subsidize these in-home 

devices for this Customer Applications pilot. Rather, CornEd should arrange for the 

manufacturers of a wide range of devices to provide an optional purchase (perhaps at a 

discount from the manufacturer to test or promote their device) for customers in this 

pilot. 

Q. HAS COMED EVEN PROPOSED FINAL PRICES FOR ALL OF ITS VARIOUS 

PRICING OPTIONS PROPOSED FOR THIS PILOT? 

A. No. According to CornEd's response to DAB 2.06, values have not yet been determined 

for what CornEd will charge customers for in-home technologies and the times and 

values associated with the proposed Time of Use rate option. Therefore, it is not even 

possible for the parties in this proceeding to fully evaluate the prices that CornEd 

proposes to charge customers for all the pricing and technology options that it has 

proposed in this pilot program. 
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Q. 

A. 

47 

48 

D. Corned Has Failed To Provide A Proper Evaluation Plan. 

DID COMED INCLUDE AN EVALUATION PLAN FOR ITS CUSTOMER 

APPLICATIONS PILOT? 

No. CornEd's Customer Applications Plan (Attachment 4 to CornEd's Petition) states at 

page 41 that it will use an RFP process to contract with an evaluation vendor to develop 

the evaluation data model and datastore. Furthennore, CornEd's proposed timeline for 

this part of its proposal does not contain any interactions with the AMI Workshop 

participants and reflects the lack of the development of the "evaluation data model" that 

is necessary to conduct this important evaluation.47 

CornEd has identified its overall approach to this evaluation. In Section 3.3 of its 

Customer Application Plan, CornEd proposes to measure changes in consumption, 

measure customer "price elasticity," and measure the extent to which customers shift 

usage from peak hours to off peak and less expensive hours by means of various 

statistical and mathematically models. CornEd also identifies a wide range of data that it 

will collect on the Customer Applications participants [See Section 3.3.5 of the Customer 

Application Plan 1 and the various use of its models to "estimate customer response under 

a wide range of combinations of prices, technologies, and infonnation" and then predict 

system-wide impacts ofthe various options.48 CornEd acknowledges the need for a 

process evaluation to analyze the development and actual implementation of the program 

and whether the "expected outcome" was actually predicted. Such an evaluation will 

rely on interviews with CornEd staff and the results of customer surveys. 

CornEd's AMI Assessment Customer Applications Plan, Attachment 4 to Petition, at 42. 
ld at 36-37. 
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Q. PLEASE DISCUSS YOUR OVERALL CONCERNS WITH COMED'S 

PROPOSED EVALUATION FOR ITS CUSTOMER APPLICATIONS PILOT. 

A. First, CornEd has not provided a formal evaluation plan that identifies exactly what it will 

measure and contains baseline data that will measure changes over the term of the pilot. 

This defect is particularly troubling because of the proposed scale and cost associated 

with this proposed pilot. 

Second, CornEd's evaluation does not apparently include an analysis of the bill 

impacts on a wide range of customer usage and demographic profiles as a result of the 

total costs ofthe AMI investment, as well as the results of the proposed pricing programs. 

Assuming that dynamic pricing programs remain optional (which is a crucial policy 

decision that should be addressed promptly), those customers who do not participate in 

the optional pricing and peak time rebate programs will only see bill increases to pay for 

the expensive AMI investment and any bill savings they experience would come from the 

pricing of Basic Electric Service. Since the linkage between demand response programs 

and the impact on dynamic pricing on the cost of wholesale electricity for residential 

customers is not yet identified or documented in restructured states, the analysis of the 

impacts of any Customer Applications pilot must evaluate the impacts not only on the 

average customer and those that participate in the programs, but all other non-

participating customers. 

Third, CornEd does not identifY how its proposed evaluation approach would rely 

on new methodologies or unique features compared to other AMI evaluations that have 

been done or that are underway in other states and jurisdictions. 
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E. Recommendations 

Q. SHOULD THE COMMISSION APPROVE COMED'S PROPOSED CUSTOMER 

APPLICATIONS PILOT AS IT HAS PROPOSED IN THIS PROCEEDING? 

A. No. I recommend that the Commission order CornEd to design a much less expensive 

and more narrowly focused pricing and technology pilot. Most importantly, any pricing 

or technology pilot should incorporate the knowledge and experience gained from other 

pilots conducted in other states and focus on those more likely to reflect customer 

preferences as derived from other pilot programs. Furthermore, I recommend that the 

Commission order CornEd not to subsidize the costs of providing a variety of in-home 

display devices to participating customers, but instead offer customers a variety of device 

and functional options from manufacturers who might therefore be willing to provide a 

reduced price for this pilot program. It is highly unlikely and unrealistic that CornEd's 

ratepayers should subsidize these devices, particularly in the early years of their 

development. Most importantly, I recommend that the Commission order CornEd to 

compare the costs and benefits associated with AMI -enabled consumption reduction and 

demand response with non-AMI programs, such as the use of existing or upgraded direct 

load control equipment (and associated communication networks). Unlike the proposed 

CornEd approach, the Commission should require a true evaluation of AMI and non-AMI 

costs and benefits to achieve the same level of usage and demand response impacts prior 

to making any decisions on such an expensive investment for Illinois ratepayers. 
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851 IV. COMED'S PROPOSAL TO SEEK FEDER.,\L SMART GRID FUNDING 
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Q. 

A ri.. 

Q. 

A. ComEdo REfS Pailed Toldentify The SpeGi{iG Nature O{An}' DOE 
Grant Pr9poSflIIt AIBy Suhmit. 

HAS COMED PROPOSED TO APPLY FOR SMf.RT GRID FUNDING TO THE 

DEPARTMENT OF ENERGY? 

Yes. GsmBd has stated that it vrill seek federal Smart Grid graat funds fur ssme part sf 

this prspssal. AeesrdiHg ts its respsHse ts AARP1.l7, the Gsmpaay will seel, a graHt 

PllfSllaat ts the DOB GraRt GllidaRee fur SeetisH 13{)6 sfBISA, statiHg,"The AMI Pilst, 

whieh is IlHder eSHsideratisH iH this dsel,et, ws1l1EI be iHelllded iH the aj'lplieatisH ts DOB 

fur a graHt." IH a slij'lplemeHt ts its petitisH filedsH lllHe 24, 2{){)9, GsmBa stated that it 

is _likely that it will be able ts sllbmit a speeifie ARRA prs,jeet fur furmal aj'lprsval iH 

this prseeediHg, giveH "material ehaRges ts the sehedllie aHa prseedllres fur U.S. 

DepartmeHt sf BHerg), aeeeptaHee, review, aRd aj'lprsval, aRd fundiHg sf AR.~,\ 

prs,jeets.,,49 Despite this admissisH, GsmBdesHtiHHes ts seek aj'lprsvalsflaRgllage iH its 

prspssed R1der AMP that wSllld permit reesver), iH rates fur a rerum SH aRd sf 

investmeHt el[peHditllfes related ts the Gsmpany's investffieHt iH feaeral sa_IllS prs,jeets 

that are HSt speeifieally ideHtified aRd the essts fur whieh are lII1Irnsvt'H. 

HAS COMED IDENTIFIED EXJ.CTLY WHAT IT ~qLL SEEK FROM DOE 

l.ND HOW SUCH APPLICf.TION WILL BE INTEGR.A.TED WITH THIS 

PROPOSAL AS FILED WITH THE COMMISSION? 

49 Supplement to Petition at 2, filed June 24, 2009. 
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f .... }Ie. GemEa has net iaentifiea el[aetiy vffiat it will seek hem DOB in the natHre ef 

prepesals fer Smart Gria grants. }Ier has GemBa even iaentifiea vffiether this Pilet 

prepesal as filea with the Gemmissien 'Nillbe the sHlljeet efany DOB grant aJlplieatien 

er 'Nhether seme pertien efthis prepesal er aaaitienal prepesals will be the sHlljeet ef 

any futHFe DOB grant applieatiens. 

B. ReeemmeRootieRs 

Q. IN LIGHT OF THE Lf"CK OF INFORMATION PROVIDED BY COMED 

CONCERc,,(ING THE RELATIONSIHP BETWEEN THIS FILING AND ANY 

DOE APPLICATION, HOW SHOULD THE COMMISSION PROCEED? 

A ri:. The Gemmissien sheHla net aSSHme that the aJlplieatien that GemEa has filea in this 

aeeket en JHne 1, 2009 is a sHffieient aeseriptien ef er netiee efthe ifHjllieatiens rer eest 

reeevery te ratepayers relatea te any feaeral stimHIHs prej eets. GemBa simply has failea 

te aemenstrate why any ratepayer funaing is neeessary te ifHjllement an aJlprevea DOB 

prejeet bayena that aJlprevea by the Ge_issien in this preeeeaing rer the mere 

narre ... "'y reeHSea AMI pilet that I have reee_enaea. I aefer te the testimeny ef Mr. 

Breseh eeneeming the preper tYfle ef eests that sheHla be inelHaea in any aJlflreVea eest 

reeevery meehanism. In general, GemBa ana ether milities seeking Smart Gria grants 

sheHId funa their share efthe eests as flart ef its engeing investment ana meaemizatien 

aetivities ana seek reeeyery in a futHFe base rate ease that eensiaers all ef GemBa' s 

re'o'enHes ana ell:jlenses ana the flmaeney ef its ell:jlenses. 
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898 Q. DOES THIS COMPLETE YOUR TESTIMONY AT THIS TIME? 

899 A. Yes. I reserve the right to supplement my testimony based on late filed data responses 

900 from CornEd. 
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