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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

COMMONWEALTH EDISON COMPANY

Petition for gpprovd of ddivery service tariffs and :

tariff revisons and of residentid ddlivery services : No. 01-0423
implementation plan, and for gpprovd of certain :

other amendments and additionsto its rates, terms,

and conditions.

ILLINOISINDUSTRIAL ENERGY CONSUMERS REPLY BRIEF ON EXCEPTIONS

COME NOW the lllinois Industrid Energy Consumers (“1IEC”), by their attorneys, Lueders,
Robertson, Konzen & Fitzhenry, and pursuant to 83 111.Adm.Code Part 200.830, offer thefollowing reply
brief on exceptions in relaion to the Adminigtrative Law Judges (“ALJ’) Proposed Order (*Proposed
Order”) dated February 8, 2002.

IIEC will reply to certan arguments of Commonwedth Edison Company (“ComEd’ or
“Company”); the ARES Caoadlition (“Caodition”); and Midwest Generation, L.L.C. (“Midwest”). In
addition, I1EC will support certain arguments made by Staff and other parties regarding the necessity to
modify the Proposed Order to correctly functiondize and dlocate Adminigtrative and Genera expense
(“A&G") and Generd and Intangible plant (* G&1”).

Specificdly, IIEC will respond to:

(2) arguments and statements made by ComEd in rdation to the impact of ComEd' s filing upon
customers,

(2) certain ComEd statements and arguments regarding the dlocation of G&1 plant;

(3) certain ComEd arguments and statements regarding the use of its margina cost study;



(4) certain ComEd arguments and statements regarding its embedded cost of service study;

(5) certain arguments and statements of ComEd regarding its Rider TS;

(6) certain arguments and statements of Midwest regarding the use of ComEd's margind cost
sudy; and

(7) certain arguments and statements of the Codition regarding non-resdentid rate design issues
in generd, and the proposed high voltage credit in particular.

The captions herein correspond to the Proposed Order’s captions.  Page references to the
Proposed Order are references to the PDF verson of the Proposed Order from Illinois Commerce
Commission’s (“Commission”) e-docket.

[ Revenue Reguirement Issues

C. Rate Base

2. Genegrd and Intangible Plant - Direct Assgnment and Allocation

a Response to ComEd

ComEd supports the Proposed Order’ s conclusions with regard to the alocation of G&1 plant.
It suggests certain modifications to the Proposed Order to increase its “clarity.” (ComEd BOE at 11).
ComEd also makes arguments in support of the Proposed Order’ strestment of thisissue when it reasons
that the Proposed Order properly recognized ComEd was no longer an integrated utility and, therefore,
“direct assgnment” to the ddivery service function is preferable to the use of alabor dlocator. (ComEd
BOE a 2-3). ComEd aso suggests that parties opposing its improper dlocation of G& | have a greater
interest in reducing the ComEd revenue requirement than “...in getting the priceright.”  (ComEd BOE at

3).



ComEd recommends, as part of its “clarification”, language be added to the Proposed Order
dating that [1EC’ s podition in this case isincongstent with the positions taken in another delivery service
case involving Illinois Power Company (“IP’). (ComEd BOE a 12). ComEd recommends language be
added to the Proposed Order indicating that ComEd is no longer a verticaly integrated utility. (ComEd
BOEat 12-13). Finaly, ComEd recommends that language be added to the Proposed Order to indicate
that the Commission did not approve the use of a labor alocator for G&I plant in Docket 99-0117.
(ComEd BOE at 13).

Because the Proposed Order incorrectly concluded that ComEd properly dlocated G& I plant to
the ddivery service function, there is no need to “clarify” such an erroneous concluson. In addition,
ComEd's “dlarifications’ are actudly based upon invaid arguments or statements of fact that are not
supported by any evidencein the record in this case.

First, ComEd's “restructuring” argument is invalid for severd reasons. It ignores the fact that
Exdon, ComEd's parent corporation, is a fully integrated electric energy company owning generation,
transmissonand digtribution facilitiesand that it hasdevel oped anintegrated corporate Strategy (generation,
production, transmission and distribution of eectricity) onthebassof itsownership of thosefacilities. The
officers and directors of ComEd and Exelon overlap in many ingances. Exdon’s subddiaries, including
ComEd, cooperate to the extent permitted by law, in maximizing corporate profits for Exelon. (See
Strobel, Tr. 766-771). Therefore, ComEd (and Exdon) have an incentive to move costs away from the
unregulated generation functions, to the regulated distribution function, because costs assgned to the
generationfunction will only be recovered to the extent the market permits recovery and assgnment to the

distribution function offers a better opportunity to recover those costs through ComEd' s delivery service



rates. (IIEC Ex. 2Rev. a 6). Giventhat ComEd ispart of afully integrated dectric energy company, the
misdlocation of costs previoudy associated with the generation function, proposed by ComEd and
approved by the Proposed Order, should be a matter of great concern to this Commission. Getting the
“price right” is not an excuse for ComEd to recover costs previoudy and properly associated with
generation through its delivery service rates.

In Docket 99-0117, the Commission determined the respongbility of each function for A& G and
genera plant by using thelabor alocator. ComEd now wishesto alocate costs previoudy alocated to the
generdtion function to other functions unrelated to generation. The fact that ComEd restructured itsalf so
that it is now only a part of a fully integrated energy company does not justify ComEd's dlocation
methodology in this case. It would be poor public policy to dlow the fully integrated energy company to
recover generating codts through its digtribution effiliate. (See Strobel, Tr. 773-774).

Second, ComEd s proposdl to clarify the Proposed Order by adding language regarding dlegedly
inconggent postions taken by IIEC in another ddivery service rate case should be rgected.  This
proposed insert is not supported by reference to any exhibit or evidencein the record and, in fact, such a
citation could not be given because such evidence doesnot exist. (See 83 111.Adm.Code Part 200.800(a)).
Because ComEd has e ected to go outs detherecord in this proceeding to add arguments and justifications
foritserroneousalocation of G& | plant, IEC wishesto“clarify” that ComEd’ srecommended modification
is ether based on a gross misunderstanding of IIEC's postion in another case, or a ddiberate
mischaracterization of same. In the IP case, IP took G&I plant costs and A& G expenses which the
Commission had previoudy dlocated to the generation function, in an earlier IP delivery service case

(Hlinois Power Company, |CC Dkt. No. 99-0120/99-0134 (cons.), Fina Order, Aug. 25, 1999) and
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allocated those costsamong | P sremaining businessfunctionsusing alabor dlocator. 11EC (and Staff) did
not object to the use of the labor alocator per se, rather it objected to IP's misapplication of the labor

alocator gpproach to dlocate generation costs to its remaining business functions, primarily to the

digribution function. (See lllinois Power Company, |CC Dkt. No. 01-0423, AL JProposed Order, Feb.
2, 2002, discussing positions of Staff and 11EC at 11-12, 14).

ComEd aso seeks to clarify the Proposed Order by adding a reference to the fact that the
Commission did not use alabor alocator to alocate intangible plant in Docket 99-0117, (ComEd BOE
a 13). IIEC witness Chdfant tedtified that in thelast case thetotal amount of intangible plant functiondized
was goproximately $80,000 and in this case the intangible plant is gpproximately $180 million. The entire
increase in intangible plant is in Account 303, the Miscellaneous Intangible Plant Account. (Given the
miscdlaneous nature of these expenses, Account 303 is hardly the appropriate subject of direct
assignment.) Of the $180 million, more than $118 million has been dlocated to the distribution customer
function under ComEd’ s methodology. Use of alabor alocator would alocate about $67 million to those
functions. (IIEC Ex. 4 Rev. a 6). Allocation of intangible plant was not fully consgdered in Docket 99-
0117. But it was addressed by Governmenta and Consumer Intervenors (*GCI”) witness Effron who
recommended itsuse in GCI Ex. 5 at 9-10. It was aso consistent with the use of alabor plant in the prior

[llinois Power ddivery servicecase. |llinois Power Company, |CC Dkt. No. 99-0120/99-0134 (cons.),

Final Order Aug. 25, 1999 at 14-16.
ComEd dso seeksto“ clarify” the Proposed Order by adding languagedleging that itswitnessAlan
Hentzrefuted [1EC' sclamsthat FERC decisonsin prior ComEd bundled rate case decisions support the

use of alabor dlocator. (ComEd BOE at 12). Mr. Heintz actudly stated that I1EC was incorrect in



suggedting that FERC used a labor alocator to functiondize general plant costs and A& G expenses.

(ComEd Ex. 33a 11). IIEC witness Chalfant testified in response that in Opinion 20, Minnesota Power

& Light Company, €. d., 5 FERC 161 091, FERC specifically adopted the labor alocator as the only

method for alocating genera plant and A& G expenses. (IIEC Ex. 4 Rev. a 3). Mr. Heintz was able to
identify only a“ settlement” order asabasisfor hisopinion.! The settlement was supported by a“ stipulation
and agreement” approved by FERC which provided that none of the partiesto the settlement were deemed
to have approved, accepted or agreed to or consented to, any fact or calculation or theory or principlewith
respect to cost dlocation or other issues. Mr. Chafant pointed out that the settlement in question was
essentidly a black box settlement, which did not amount to an agreement on any particular principle or
methodology, which underlay the rates in question. (IIEC Ex. 4 Rev. a 4). Thus, it was actudly I1EC
which refuted the position of ComEd witness Haintz on thisissue.

Therefore, ComEd' sproposed clarifications of the erroneous conclusionsreached inthe Proposed
Order onthedlocation of G& I plant (and A& G expense) should be rgected for the reasons stated above
and for thereasonsstated in I1EC' sprior briefs. (SeelIEC Initia Br. at 5-10; IEC Reply Br. a 5-9; IIEC
BOE at 4-10).

b. Comment on Staff and Intervenor Arguments

I1EC notesthat other partiesto this proceeding support the use of alabor alocator as opposed to

1ComEd witness Heintz did identify two additional FERC cases which he claimed supported his
position. (See ComEd Ex. 57 at 3, citing Commonwedlth Edison Company 89 FERC 161, 252 and
Northern States Power Company 83 FERC 161, 098). A review of the language of the FERC orders
referenced fails to disclose any reference to the direct assgnment of A& G or generd plant or any
FERC determination that direct assgnment of A& G or generd plant was appropriate.
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ComEd’ shybrid direct ass gnment/dlocator methodology. (Staff BOE at 3-8, 10-15; GCI BOE at 16-18;
Codlition BOE at 38-41, 44-45). IIEC believes that the Staff has correctly summarized the
incongstencies and contradictions in the evidence relied upon by the Proposed Order for its erroneous
concluson that ComEd's method for dlocation of G& 1 plant should be adopted in this proceeding. The
Staff brief correctly explains why ComEd' s gpproach isinterndly inconsistent with the gpproach taken by
the Commisson in Docket 99-0117 and with prior Commission decisons in other ddlivery service rate
cases. |IEC supports Staff’ s proposed modification of the Proposed Order on thisissue.

F. Cost of Service and Rate Design

1. Cod of Service Study Issues

a Marqina Cost Study

1. Response to ComEd

ComEd arguesthe Proposed Order’ srejection of the Company’ smargina cost study for revenue
alocation and rate design purposesisimproper. (Comed BOE at 3, 50-54). First, ComEd argues that
the Commission’ sprior approva of embedded cost for rate design and revenuedlocation purposesin other
cases does not provide abasisfor gpproving such amethodology in this case. ComEd correctly notesthe
Commisson decision was not res judicata. (ComEd BOE a 55). ComEd further argues that the
Commisson cannot justify a decision to use embedded codt that is in conflict with the evidence in the
record. (ComEd BOE at 55).

ComEd' sargument is based upon the incorrect assumption that there is no evidencein the record
to support the rgjection of the margina cost gpproachin thisproceeding. Thisissmply not thecase. Steff

presented extensive evidence in opposition to the use of margina cost. (Staff Ex. 7.0 a 2-10). [IEC



witness Chafant o testified in oppogtion to the use of margina cost. (IIEC Ex. 2 Rev. at 11-13). In
addition, ComEd itsdf presented an embedded cost study and a witness in support of that study. (See
ComEd Ex. 14 CR a 1 et.seq.). Therefore, there is ample evidence in the record to support the
Commission’s rgection of amargina cost gpproach in this proceeding.

Next, ComEd appears to argue that “applicable legd standards’ somehow require achangeto a
margind cost methodology. It relies upon Section 16-103(c) of the Public Utilities Act (the“Act”). (220
ILCS 5/16-108(c)). Because this Section discusses “cost based” delivery service charges, ComEd
reasons it somehow supports or requires the use of amargina cost gpproach. ComEd' s suggestion that
the Act requires or mandates the use of margina cost has been rgected by lIllinois courts. (See

Commonwealth Edison Company V. Illinois Comm. Comm'n (2™ Dist. 2001), 322 111.App.3d 846, 854,

751 N.E.2d 196, 202-203, holding the embedded cost methodology used to determine the SBO credit
did not contravene Section 16-108(c) of the Act).

ComEd dsoarguesinafully competitive market, pricesreflect margina costs, not embedded costs.
(ComEd BOE at 52). ComEd ignores the fact that ddlivery services are not competitive services. There
is no “fully competitive market for delivery services’ because no other entity other than ComEd can offer
those services. Therefore, pricing the sarvices asif they are fully competitive is not gppropriate.

ComEd dso argues that fundamenta economic principles caused the Commission to employ
margina cost based ratemaking over two decades. AsIIEC noted initsinitid Brief inthis proceeding, the
lllinois Public Utilities Act was adopted in 1939, which suggests that for seven decades the Commission
has used some other cost methodology other than margind costs. (IIEC Initid Br. a 9-10). The fact that

the Commission used margind cost for ardatively smdl portion of its existence does not support its use



here, especidly in light of the fact that the Commission has consstently refused to use margind cost inthe
context of delivery service rate cases.

ComEd again arguesthere is a lack of economic rationde for embedded cost ratemaking in this
proceeding, citing to cross-examination of [IEC witness Chdfant. (ComEd BOE at 53). ComEd
continues to mischaracterize Mr. Chdfant’ s testimony on thisissue. Mr. Chafant was specificaly asked
whether his recommendation, that ComEd’'s margina cost study not be used for revenue dlocation or
ratemaking purposes, was based on any current economic literature. Mr. Chalfant did not testify that use
of embedded costs is not supported by current economic literature. (See Chafant, Tr. 2540).

ComEd aso argues that margina cost advances economic efficiency. (ComEd BOE at 54).
However, the theory underlying the use of margind cost for revenue dlocation and rate desgn has never
been clearly established. (IIEC Ex. 2 Rev. at 11). That theory suggestsif dl goodsare priced a margina
cost, the result would be efficient prices as defined in a very limited economic sense. However, the
definition of “efficiency” in economicsis different from the common definition of that term. In economics,
efficient alocation of resourcesis onein which thereis no change that could be made which would make
someone better off without making someone worse off. (IIEC Ex. 2 Rev. a 11). ComEd's proposdl is
to st its ddivery service rates (but not al prices) equa to marginal cost. Therefore, ComEd's proposa
does not meet the limited definition of efficiency under economic theory.

Further, margind cost calculations have generally rested on generation costs, while some form of
trending of embedded cost was used to establish transmission and distribution costs in margina cost
andysis. Inthe case a bar, oneis no longer focused on establishing margind generation codts, but rather

the appropriate cost of distribution facilities. (IIEC Ex. 2 Rev. a 11-12). The vaidity of the use of



margind cost in such a Stuation has not been established.
Thus, for the reasons stated above, and for the reasons stated in [IEC' sprior briefs, margina cost
should not be adopted in this proceeding. (IIEC Initial Br. at 11-13; IIEC Reply Br. at 9-11).

2. Response to Midwest

Midwest dso supports the adoption of the Company’s marginal cost approach in this case.
Midwest makes basically the same arguments made by ComEd and should be rgected for the same
reason.

b. Embedded Cost Study

ComEd sates that it supports the Proposed Order’s finding that its embedded cost study was
properly prepared and that objectionsraised by |1EC and others should bergjected. (ComEd BOE at 54).
ComEd's support is misplaced.

ComEd argues elsewhere in its brief that it is critical to the facilitation and development of an
effident competitive market that costs be alocated to cost causers as accurately as possible. (ComEd
BOE at 3). ComEd aso argues that the margina cost methodol ogies are more accurate than embedded
cost methodologies. (ComEd BOE at 3). [IEC notes the ComEd margind cost study results for the
10,000 kW class decrease by 15%, compared to the system averageincrease of 25%. (IIEC Ex. 2 Rev.
a 15). However, in the Company’ s embedded cost study, the results for the 10,000 kW class increase
by about 74%, compared to the system average increase of 25%. (IIEC Ex. 2 Rev. at 15).
Notwithstanding thiswide range of results, ComEd still supports the accuracy of its embedded cost study
and the Proposed Order’ s findings regarding that accuracy.

AslIEC witness Chdfant testified, onewould expect theresults of each study to beroughly smilar.
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(IIEC Ex. 2Rev. @ 15). Theresultsof these gudiesare not even close. Thisfact by itself should cdl into
question the accuracy and, therefore, the rdiability of the Company’s embedded cost Study in this case.
Inaddition, whilethemargind cost study differenti atesbetween primary and secondary lines, theembedded
cost study does not. Primary and secondary lines make up the “digtribution lines” subfunction whichisa
large subfunction in the embedded cost study. (ComEd Ex. 50 at 6-7; Heintz, Tr. 2970-2971). Thus,
in the embedded cost study, the 10,000 kW class was alocated afull share of secondary lines, while the
margina cost study correctly alocated no secondary linestothat class. (Alongi/Kely, Tr. 1318). Under
these circumstances, neither ComEd nor the Proposed Order correctly concludes that the embedded cost
study presented by ComEd in this proceeding is accurate. Given the lack of accuracy in the embedded
cost study and the ingppropriate use of margind cog, [1EC recommended that the embedded cost study
be used for revenue dlocation purposes within the resdentia class only and that revenue requirementsfor
the non-residentid class be increased by an equd percentage to maintain the cost relationships established
inthe Company’slast ddlivery servicerate casein Docket 99-0117. I1EC's recommendation should be
adopted for the reasons stated above and for the reasons stated in [1EC s prior briefs. (IIEC Initid Br. a
13-18; I1EC Reply Br. at 12-17; I|EC BOE at 10-14).

2. Class Revenue Allocation

[1EC addressed thisissue in the discussion above.

G. Rate Design
1. RCDS Rate Design

a Demand Ratchet
i Specid Ratchet for Standby Customers

The Coalition proposesthat the Commission rgect the slandby demand ratchet for self-generating

11



customersif itisnot adopted for other customers. (Codition BOE at 55, 57-58). If the Commission elects
to address non-resdentia rate design issues at this stage of the proceeding, |1 EC agreeswith the Codlition
that the stlandby demand ratchet for self-generating customers should be rejected if it is not adopted for
other customers. |1EC opposesthe gpplication of ademand ratchet to standby customersfor the reasons
gated initsprior briefs. (I1EC Initid Br. at 19-23; I|EC Reply Br. at 17-20).

2. Rider HYDS

The Codition, with the support of certain other parties such as TrizecHahn, now proposethat non-
resdentia rate design issues be decided by the ALJs a this stage of the proceedings. The position is
confusing a best. At least one of the parties now supporting the determination of this issue took exactly
the oppogte position before the AL Js during the status hearing on January 25, 2002.  TrizecHahn took
the podition that non-residentia rate design issues such as Rider HV DS should not be decided until thefina
revenue requirement was established. (Tr. 3725-3727).

Now TrizecHahn and its dlies in the Codlition seek to have the Commission determine non-
resdential rate issues such as Rate HVDS.  If the Commission determines it will address these issues it
should, & a minimum, adopt the recommendation of 11EC with regard to application of the high voltage
credit to 69kV and 34 kV customers.

ComEd, Staff, DOE, 11EC, and Midwest supported the implementation of a high voltage credit in
some form. (ComEd Initid Br. a 116-118; Staff Initia Br. at 99-103; 11EC Initid Br. a 23-27; DOE
Initid Br. a 13-16; and Midwest Initid Br. at 25). Ther support for the implementation of the credit is
based upon vadid ratemaking principles, supported by substantiad evidence and the undeniable fact that

higher voltage customers are less costly to serve than lower voltage customers. It should be noted that at
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least one witnessfor the opposing parties actually testified that he would support the credit if hisclient was
digble for it. (Haynes, Tr. 1037-1038). Therefore, the objections of the Codition and its dlies to the
credit must be viewed as sdlf-serving by the Commission and the AL Js.

IIEC recommended that the credit be phased in out of concerns about customer impact within the
non-residential class? While the Commission’s decision to implement an audit processin this proceeding
has delayed the implementation of non-residentid rates to some time later thisyear or possbly early next
year, [1EC Hill supportsthe phasein. Thefirgt step would be implemented when ratesfor non-residentia
customers are adjusted upon compl etion of the audit process and the second step would take place on the
second anniversary of theimplementation of the new non-residentia rates. 11EC recaeived qualified support
from BOMA for such aphasein. (BOMA Intid Br. at 18).

[1EC’ srecommendationisbased upon sound ratemaking principles, which aregenerdly recogni zed
by the partieswho support the credit. The primary principleisthat higher voltage cussomers are generaly
less expengve to serve than lower voltage customers. [1EC witness Chalfant demonstrated that the
gonificat difference in the cost to serve 34 kV as well as 69kV customers in comparison to 12 kV
cusomers. (IIEC Ex. 2 Rev. at 19-20, Sch. 8; IIEC Initia Br. at 23-24). No party, including the
Cadition, disputes that fundamentd fact.

I1EC’ srecommendation to apply thecredit to 34.5kV customersat 3MW and over isbased upon
data provided by ComEd itsdf. (Chafant, Tr. 2560; IIEC EX. 4 Rev. a 12-13). |IEC argued that

because the dataiin question was furnished by ComEd, and identified the customerswho would be digible

Thisissueis an intraclass issue for the non-residentia class, not an interdass issue involving the
residential class.
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for the credit, ComEd sargumentsregarding “engineering” areirrdevant. While ComEd raised objections
to high voltage credits in the past, it has now found a way to implement such creditsin thiscase. (See
Crumrine, Tr. 1133). IIEC' sproposed credit would be revenue neutral to ComEd. (See IIEC Ex. 2 Rev.
Schs. 7, 9 and 10).

The Coadlition arguesthat the HV DS credit was not properly calculated. (Codlition Br. a 63). No
rate, unlessit gppliesto a angle customer, would ever result in bills that exactly match the costs incurred
to serve each and every customer. There is dways some amount of deviation within aclass. However,
the criticd issueis whether the members of the class share enough common characterigtics to distinguish
them asagroup from al other cusomers. The information in this case suggests reasonable homogeneity
among customers served a 69 kV and 34.5 kV and above and a distinct lack of homogeneity for
customers served below those voltage levels. (1IEC Ex. 2 Rev. a 19-20).

The Codition makes other objections to the adoption of Rate HVDS. (Codlition BOE at 61-66).
These objections include a number of erroneous and invalid arguments in opposition to a high voltage
credit. They oppose the credit on rate continuity grounds, ignoring the fact that the existing rate structure
already contains a high voltage credit. Therefore, the Company proposal is consistent with and a
continuation of the current rate structure. Thered issues here are digibility for the credit, the Sze of the
credit and the mechanics of its implementation.

The Codlition argues that the HVDS credit will cregte rate shock. (Codition BOE at 61).
However, the Codlition ignores the fact that I1EC proposed expansion of the credit to customers with
demand of 3MW or more and served at 34.5 kV and above. (IIEC Ex. 2 Rev. at 17-20). I|IEC hasaso

proposed that the credit be phased in. (IIEC Ex. 1 Rev. 6). The Codition ignores the size of the credit
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has been reduced under both ComEd and I1EC’ srevised proposas. (ComEd Ex. 50CR at 9-10, Attach.
Cand D; IIEC EX. 4 Rev., Sch. 9 CR at 2). In addition, the Company’ s revenue requirement has been
adjusted downward and is likdly to be further adjusted downward, which will tend to mitigate the impact
of theincreaseinthe credit proposed by ComEd. The Coalition adso arguesthereisgeneral concensusthat
the HVDS credit isahdf measure. (Codition BOE at 62). 11EC respectfully disagrees. However, as
noted elsawhere in this brief, ComEd, I|EC, DOE, Midwest and Staff have al supported a high voltage
credit in some form or fashion. Therefore, the Codition is Smply wrong when it suggests the existence of
a“generd consensus’ that the credit isa haf measure.

The Codition criticizesthe HV DS credit because ComEd haslimited the credit to 69 kV or higher
customers. (Codlition BOE a 62). As previoudy noted, IIEC has proposed the credit be expanded to
customers served at lower voltages. Therefore, the Coalition's criticism is not gpplicable to the IEC
proposal. Further, while IIEC strongly urges that the credit be made applicable to the lower voltage
customers, thefact that it isnot does not make the credit discriminatory. The credit isapplicableto current
bundled service customers and delivery service service customers served at voltages of 69kV and above.
The Codlition does not argue that the current credit is discriminatory. [llinois courts have held that
the test for rate descrimination is whether the differentid treatment in ratesisreasonable and not arbitrary.

City of Chicagov. lllinois Comm. Comm'n(1% Dist. 1996), 281 I1l.App.3d 617, 623, 666 N.E.2d 1212,

1216; Audtin View Civic Associationv. City of PAlosHelghts (1stDist. 1980), 85 111.App.3d 89, 99, 405

N.E.2d 1256, 1265. The question of discrimination and differential rate trestment is one of fact based
exdugvdy on the evidence presented and which cons ders such factors such asdifferencesin cost to serve,

purpose for which the product is used and the amount of product used. 1d. 85 Ill.App.3d at 99, 405
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N.E.2d at 1265.

Thereis no discriminatory rate treetment here. Firdt, the credit dready exists and has existed in
ComEd srate structurefor anumber of years. Second, thereisampleevidencethat the credit asproposed
by ComEd and the expanded credit as proposed by I1EC, is based upon the differencein the cost to serve
high voltage customers versus lower voltage cusomers. (IIEC Ex. 2 Rev. at 17-19; IIEC Ex. 4 Rev. a
12; ComEd Ex. 13 CR at 45, Attach. N). Therefore, the Codition is smply wrong when it suggests the
credit is discriminatory.

The Codition argues there is no demongtration that falure to adopt Rider HVDS will have an
adverseimpact upon customers. However, theevidence, inthiscase, establishesthe substantia differences
in cost of sarving high voltage customers versus low voltage customers. This evidence is ample
demongtration of an adverse impact on those customers who pay rates substantialy in excess of the cost
to serve them.

The Codlition suggests there needs to be some compatibility between bundled service rates and
delivery service rates and this somehow dictates againgt the increase in the high voltage credit proposed
by ComEd. (Codition BOE at 62). Ddlivery serviceis an unbundled service and there does not appear
to beany pressing economic need for acorrel ation between ddlivery serviceand bundled service. Besides,
as noted above, bundled rates in current delivery service rates already reflect the high voltage credit.
Therefore, thereis adegree of corrdation in the structure of the rates aready.

In addition the record shows a substantia subsidy flows from high voltage to lower voltage
customers. ( Swan Tr 2755-56; Juracek 3267; IIEC Ex.2 Rev. a 19). Elimination of the subsidy

conditutes as substantia improvement to ddivery service rates and this improvement should not be
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“deralled” because of the cost-recovery inequdity that exists in frozen bundled rates has not yet been
eliminated.

Findly, while IIEC continuesto support theideaof voltage differentiated rates as suggested by the
Cadlition (Codition BOE at 10, 64), it does not believe that higher voltage customers should continue to
provide subsdiesto lower voltage customers while waiting for those rates to be implemented. Aslllinois
courts have recognized, the smple fact that a restructuring of ComEd' s rates does not “... address every
cost-recovery inequdity present in Edison’s rate structure should not be used as a bass for derailing

modifications believed by the Commission to result in improvement.”  City of Chicago v. lllinois Comm.

Comv'n(1% Dist. 1993) 264 [11. App.3d 403, 411-412, 636 N.E.2d 704, 710. (See also City of Chicago

v. lllinois Comm. Comm’n (1% Dist. 1996), 281 Ill.App.3d 617, 626, 666 N.E.2d 1212, 1218)).

Therefore, if the Commission decides non-resdentid rate design issues, it should gpprove the high voltage
credit and expand its gpplicability to 34.5kV customers as proposed by IIEC. Thiswill result in an
improvement in Comed' srates. They will better reflect the cost of serving high voltage cusomers. The
implementation of the phase-in recommended by 11EC, will mitigate customer impact within the non-
resdentia class.

IIEC Supports Rider HVDS and supports its expanson to apply to both 69kV and 34.5
kV customers for the reasons stated above and for the reasons stated in its prior briefs. (IIEC Initia Br.
at 23-27, 11EC Reply Br. at 20-28).

8. Rider TS - Transmisson Sarvice

The Proposed Order rgects that portion of Rider TS which would alow ComEd to bill retall

customers for transmission delivery services provided by the RTO. (Proposed Order a 137). ComEd
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takesissue with thisfinding. (ComEd BOE at 67-69).

At the outset, ComEd expresses its understanding with respect to the reasonsfor rgjection of this
aspect of proposed Rider TS. ComEd arguesthe* principa basisfor rgecting Rider TS’ isthe Proposed
Order’ sfinding that ComEd can impose sufficient credit security requirements on RESs. (ComEd BOE a
67). However, the Proposed Order also states agreement with the positions of Staff, GCI and IIEC
regarding ComEd's proposal. (Proposed Order at 137). These parties presented credible evidence and
argument aside from the entitlement of ComEd to obtain sufficient credit security requirements, as bases
for rgecting ComEd' s Rider TS proposal. (See Proposed Order at 134-136).

ComEd damsit never argued that it lacked adequate credit security rights or that an RTO would
lack adequate credit security rights. Instead, ComEd offersitsintent wasto providethe RTO with alower-
codt, practicd dternativein lieu of “large and expensive bonds or other security from RESs,” claming its
proposa avoids having the RTO to sue customersindividualy. (ComEd BOE at 67).

Severd responsesarein order. Firt, to the extent ComEd believesitsOATT imposes* needlesdy
- high credit security requirements on RESs’ (ComEd BOE at 67), then ComEd should take immediate
action and make afiling a the FERC to impose reasonable credit security requirements. Second, while
ComEd takes on a policy stance in defense of its pogtion, the policy issue that remains is whether this
Commisson is compelled or bound to alow a FERC regulated entity, the RTO, to use a Commission
goproved ddivery service tariff to collect unpaidtransmission charges. I1EC isof theview there hasbeen
no adequate judtification explained by ComEd for this Commission to encroach upon on either FERC
policy making or regulation.

Though ComEd intended to discount thearguments put forth by Staff, GCI and 11 EC, ComEd | atter

18



summarizesits opposition to these parties arguments. ComEd takesissue with I1EC' s contention that the
Commission should not take postions regarding the recovery of FERC approved transmission charges.
ComEd argues, instead, that Rider TS does not add or subtract from the liability of any customer for
transmisson charges but that it only alows ComEd to collect on behaf of an RTO. (ComEd BOE at 68-
69). The fact is, transmisson charge liability is a matter between the customer and the transmisson
provider and the existence of any such ligbility should not be determined by the Commisson. ComEd
continues to fail to understand the FERC language upon which it relied for its proposd only referred to
matters of “digibility” and not “liability”. (See IIEC Initid Br. at 36-37).

Fndly, ComEd intendsto defusethe [|EC argument by stating if it werevaid, thiswould mean the
Commissiondoesnot havejurisdictionto direct snglehilling of transmission charges. (ComEd BOE a 69).
ComEd misunderstands the I1EC argument. 1t is[IEC's position ComEd's proposdl is inconsstent with
the language of the OATT. The single hilling option, dlowed by Illinois Satute, permits the RES to hill
directly the delivery service charges incurred by the retal end use customer. Therefore, there is no
jurisdictional issue present.

I1EC supports the Proposed Order’ s resolution of thisissue for the reasons stated above and for
the reasons stated inits prior briefs. (11EC Initia Br. at 35-38; I|EC Reply Br. at 32-34).

Condlusion

1) ComEd should be required to dlocate Generd Plant and A& G to its functions

usng a labor alocator as the Commission ordered in ComEd's prior delivery
services case - Docket 99-0117.
2) It is ingppropriate to use margind codts as the bads for dlocating revenue

responsbility among classes.
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3)

4)

5)

6)

7)

8)

9)

10)

ComEd' s embedded cost study contains drameatic unexplained changes from the
embedded cost study approved by this Commission in Docket 99-0117, and is
otherwise ingppropriate as a basis for revenue alocation.

Sinceneither of the cost studies provide asupportable basisfor revenue dlocation
in this case and since the present revenue alocation was established relatively
recently based on an embedded cost study that the Commission found reasonable
inDocket 99-0117, al classes should bear an equal percent increase over present
rates.

The concept behind ComEd's proposed high voltage credit for customers that
take service at 69 kV and above is correct but a smilar credit should also apply
to customerstaking service at 34.5kV.

The Commission should moderate the effect of the change in delivery service
charges to reflect high voltage credits by means of the phase-in recommended by
EC.

In the event that the ratchet proposal for other delivery service customers is
rejected, the Commission should reject ComEd's proposal to place standby
customers on a rate design that uses a demand ratchet. In that circumstance,
ComEd’ sproposal would resultindisparatetreatment between standby customers
and dl other ddivery service cusomers.

Rider 1SS charges should send appropriate price signas to customers by more
accurately reflecting market conditions present at thetime the customer ison Rider
ISS. ComEd should baseits Rider 1SS charges on its hourly energy prices under
Rate HEP, which provides a better indicator of current market conditions.

ComEd should not be alowed to charge a percentage adder on top of energy
prices under Rider ISS. If ComEd is able to demondrate a real adminigtrative
cost associated with serving Rider | SS customersthat isnot aready coveredinthe
delivery servicerevenue requirement, then acommensuratefee based on theactua
cost of administering the service would be appropriate.  ComEd has not
demongtrated or quantified such a cost.

ComEd should not be permitted to, in the context of a Commission approved
ddivery servicetariff, modify or dter tranamisson chargeliability or respongbility.

DATED this4™ day of March, 2002.
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Respectfully submitted,

Eric Robertson

Edward C. Fitzhenry

Lueders, Robertson, Konzen & Fitzhenry
1939 Delmar Avenug, P. O. Box 735
Granite City, IL 62040
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PROOF OF SERVICE

STATE OF ILLINOIS:
COUNTY OF MADISON

|, Eric Robertson, being an attorney admitted to practice in the State of Illinois and one of the
attorneysfor IllinoisIndustria Energy Consumersherewith certify that | did onthe4thday of March, 2002,
eectronicdly file with the lllinois Commerce Commisson, the Reply Brief on Exceptions on behdf of the
lllinois Industrial Energy Consumers, and eectronicaly serve same upon the persons identified on the
attached servicelist.

Eric Robertson

Lueders, Robertson, Konzen & Fitzhenry
1939 Ddmar Avenue

P. 0. Box 735

Granite City, IL 62040

(618) 876-8500

SUBSCRIBED AND SWORN to me, aNotary Public, on this 4™ day of March, 2002.

Notary Public

35296
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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

COMMONWEALTH EDISON COMPANY

Petition for gpprovd of ddivery service tariffs and :

tariff revisons and of residentid ddlivery services : No. 01-0423
implementation plan, and for gpprovd of certain :

other amendments and additionsto its rates, terms,

and conditions.

NOTICE OF FILING

TO:  SeeAttached ServiceList

PLEASE TAKE NOTICE that on this 4th day of March, 2002, we have eectronically filed with
the Illinois Commerce Commisson, 527 East Capitol Ave,, Springfidd, 1llinois, 62794, Reply Brief on
Exceptions on behdf of the lllinois Industria Energy Consumers, dong with Proof of Service thereon
attached.

Eric Robertson

Lueders, Robertson, Konzen & Fitzhenry
1939 Ddmar Avenue

P. 0. Box 735

Granite City, IL 62040

(618) 876-8500

35296

23



COMMONWEALTH EDISON COMPANY
DOCKET NO. 01-0423
SERVICE LIST

MICHAEL C ARENDT
PEOPLES ENERGY

130 E. RANDOLPH DRIVE
CHICAGO, IL 60601
m.arendt@pecorp.com

RICHARD BERNET

ASSISTANT GENERAL COUNSEL
EXELON BUSINESS SERVICES GROUP
EXELON CORPORATION

LEGAL DEPARTMENT - 35TH FLOOR
10 S. DEARBORN ST.

CHICAGO, IL 60603

richard.bernet@exe oncorp.com

BETH CARSON

PEOPLES ENERGY SERVICES
205 N. MICHIGAN AVE.
CHICAGO, IL 60601
bcarson@peopl esenergy.net

LEIJUANA DOSS

ASSISTANT STATE'SATTORNEY
ENVIRONMENT AND ENERGY DIVISION
COOK COUNTY STATESATTORNEY'SOFHCE
69 W. WASHINGTON, STE. 700
CHICAGO, IL 60602
|doss@cookcountygov.com

JEAN DRESSLER

ENRON ENERGY SERVICES, INC.
12 SALT CREEK LN., STE. 450
HINSDALE, IL 60521

jdresd e@enron.com

24

DARCY A FABRIZIUS
BLACKHAWK ENERGY SERVICES
P.O. BOX 2226

WAUKESHA, WI 53187-2226

df abrizius@kaztex.com

DAVID | FEIN

ATTY. FOR INTERVENORS

PIPER MARBURY RUDNICK & WOLFE
203 N. LASALLE ST., STE. 1800
CHICAGO, IL 60601-1293
david.fein@piperrudnick.com

SALVATORE FIORELLA
PEOPLES ENERGY SERVICES
130 E. RANDOLPH DR., 23RD FL.
CHICAGO, IL 60601
sfiorella@pepcorp.com

GERARD T FOX

ATTORNEY

PEOR_ESENERGY SERVICESCORPORATION
130 E. RANDOLPH DR., 23RD FL.
CHICAGO, IL 60601

gtfox@pecorp.com

LAWRENCE A GOLLOMP

ASSISTANT GENERAL COUNSEL
UNITED STATESDEPARTMENT OFENERGY
1000 INDEPENDENCE AVE., SW
WASHINGTON, DC 20585
lawrence.gollomp@hg.doe.com




PAUL FHANZLIK

ATTY. FOR COMMONWEALTH EDISON
COMPANY

FOLEY & LARDNER

THREE FIRST NATIONAL PLZ., STE. 4100
CHICAGO, IL 60602-4205
phanzlik@foleylaw.com

MICHAEL W HASTINGS
GENERAL COUNSEL

ASSN. OF ILL. ELEC. COOPS.
6460 S. 6TH FRONTAGE RD.
PO BOX 3787

SPRINGFIELD, IL 62708-3787
hastings@aiec.org

JOHN HENDRICKSON

CASE MANAGER

ILLINOIS COMMERCE COMMISSION
527 E. CAPITOL AVE.

SPRINGFIELD, IL 62701

jwhendri @icc.gateil.us

JULIE HEXTELL

NEWENERGY MIDWEST, L.L.C.
309 W. WASHINGTON, STE. 1100
CHICAGO, IL 60606

jhextell @newenergy.com

KAREN M HUIZENGA

ATTORNEY

MIDAMERICAN ENERGY COMPANY
106 E. SECOND ST.

PO BOX 4350

DAVENPORT, |A 52808
kmhuizenga@midamerican.com

25

ROBERT P JARED

REGULATORY LAW & ANALYSIS
MIDAMERICAN ENERGY COMPANY
106 E. SECOND ST.

PO BOX 4350

DAVENPORT, |IA 52808
rpjared@midamerican.com

RONALD D JOLLY

ASSISTANT CORPORATION COUNSEL
DEPT. OF LAW

CITY OF CHICAGO

30N. LASALLE, STE. 900

CHICAGO, IL 60602-2580
rjolly@ci.chi.il.us

MARK G KAMINSKI

ASSISTANT ATTORNEY GENERAL
PUBLIC UTILITIES BUREAU

100 W. RANDOLPH ST., 11TH FL.
CHICAGO, IL 60601

mkaminski @atg.dateil.us

ROBERT KELTER
CITIZENSUTILITY BOARD
208 S. LASALLE ST., STE. 1760
CHICAGO, IL 60604
rkelter@cuboard.org

MARY KLYASHEFF

ATTORNEY

PEOPLESENERGY SERVICESCORPORATION
130 E. RANDOLPH DR., 23RD FL.
CHICAGO, IL 60601

m.klyasheff @pecorp.com

JOSEPH L LAKSHMANAN
ILLINOIS POWER COMPANY
500 S. 27TH ST.

DECATUR, IL 62521-2200



joseph |akshmanan@illinova.com

JULIE B LUCAS

LEGAL COUNSEL

CITIZENSUTILITY BOARD

208 SOUTH LASALLESTREET, SUITE1760
CHICAGO, IL 60604
jlucas@citizensutilityboard.org

OWEN E MACBRIDE

ATTY. FORILLINOISPOWER COMPANY
SCHIFF HARDIN & WAITE

6600 SEARS TOWER

CHICAGO, IL 60606
omecbride@schiffhardin.com

JANINE MIGDEN

SENIOR DIRECTOR

ENRON CORP.

400 METRO PLACE NORTH, STE. 310
DUBLIN, OH 43017-3375

ALAN H NEFF

ASSISTANT CORPORATION COUNSEL
DEPT. OF LAW

CITY OF CHICAGO

30 N. LASALLE, STE. 900

CHICAGO, IL 60602-2580
aneff@ai.chi.il.us

ANASTASIA OBRIEN

EXELON BUSINESS SERVICES GROUP
EXELON CORPORATION

LEGAL DEPARTMENT - 35TH FLOOR
10 S. DEARBORN ST.

CHICAGO, IL 60680

anastas a.obrien@exel oncorp.com

PHILIP R O'CONNOR
AESNEWENERGY, INC.
309 W. WASHINGTON ST., STE. 1100

26

CHICAGO, IL 60606
Phil.O'Connor@aesmail.com

KATIE PAPADIMITRIU

ILLINOIS COMMERCE COMMISSION
160 N. LASALLE ST., STE. C-800
CHICAGO, IL 60601
kpapdim@icc.gateil.us

JOHN P RATNASWAMY

ATTY. FOR COMMONWEALTH EDISON
COMPANY

FOLEY & LARDNER

THREE FIRST NATIONAL PLZ., STE. 4100
CHICAGO, IL 60602-4205

jratnaswamy @foleylaw.com

CONRAD REDDICK
CITY OF CHICAGO
SUITE 1040

30N. LASALLE STREET
CHICAGO, IL 60602
creddick@ci.chi.il.us

E GLENN RIPPIE

ATTY. FOR COMMONWEALTH EDISON
FOLEY & LARDNER

THREEFIRST NATIONAL PLAZA, STE. 4100
CHICAGO, IL 60602

grippie@foleylaw.com

JOHN L ROGERS I

ATTY. FOR COMMONWEALTH EDISON
COMPANY

FOLEY & LARDNER

THREEFIRST NATIONAL PLAZA, STE. 4100
CHICAGO, IL 60602

jrogers@foleylaw.com

MICHAEL SEIDEL
ATTY.FORCILCO



DEFREES & FISKE STEVEN WALTER

200 S. MICHIGAN AVE., STE. 1100 CITY OF CHICAGO
CHICAGO, IL 60604 30 N. LASALLE, STE. 2500
wmseidel @defrees.com CHICAGHO, IL 60602-2580
swdter@ai.chi.il.us
NICK T SHEA
DIRECTOR,RATES& REGULATORY AHFAIRS BOBBI WELCH
CENTRAL ILLINOISLIGHT COMPANY PEOPLES ENERGY SERVICES
300 LIBERTY ST. 205 N. MICHIGAN AVE., STE. 4216
PEORIA, IL 61602 CHICAGO, IL 60601
Nshea@cilco.com bwel ch@peopl esenergy.net
MARIE SPICUZZA JOHN FEELEY
ASSISTANT STATESATTORNEY STEVE REVETHIS
ENVIRONMENT AND ENERGY DIVISION ILLINOIS COMMERCE COMMISSION
COOK COUNTY STATESATTORNEY'SOFHCE 160 NORTH LASALLE STREET
69 W. WASHINGTON, STE. 700 SUITE C-800
CHICAGO, IL 60602 CHICAGO, IL 60601
saopib@wwa.com jfedey@icc.daeil.us
sevethi @icc.gateil.us
DALE SWAN
EXETER ASSOCIATES, INC. DANIEL ROSENBLUM, ELPC
12510 PROSPERITY DR., STE. 350 35E. WACKER DRIVE
SILVER SPRING, MD 20904 SUITE 1300
dswan@exeterassoci ates.com CHICAGO, IL 60601
312-332-1580 (F)
CHRISTOPHER J TOWNSEND drosenblum@elpc.org
ATTY. FOR INTERVENORS
PIPER MARBURY RUDNICK & WOLFE MICHAEL GUERRA
203 N. LASALLE ST., STE. 1800 THOMASA. ANDREOLI
CHICAGO, IL 60601-1293 SONNENSCHEIN NATH & ROSENTHAL
christownsend@pi perrudnick.com 233 S. WACKER DRIVE
CHICAGO, IL 60606
TIMOTHY PWALSH 312-876-8600
ATTORNEY mauerra@sonnenschein.com
OFFICE OF GENERAL COUNSEL tandreoli @sonnenschein.com
PEOPLES ENERGY CORPORATION
130 E. RANDOLPH DRIVE, 23RD FLOOR MICHAEL A. MUNSON
CHICAGO, IL 60601 LAW OFFICE OF MICHAEL A. MUNSON
twal sh@pecorp.com 123 NORTH WACKER DRIVE
SUITE 1800

27



CHICAGO, IL 60606
312-474-7879 (F)
Michagl @M unson.com

WILLIAM L. BARKAS

DOMINIUN RESOURCESSERVICES, INC.

625 LIBERTY AVENUE
PITTSBURGH, PA 15222
412-316-7078 (P)
412-316-7500 (F)
William_L._Barkas@dom.com

ANNE PRAMAGGIORE
COMMONWEALTH EDISON COMPANY
P. O. BOX 805398

CHICAGO, IL 60680-5398

anne.pramaggi ore@exel oncorp.com

CRAIG GOODMAN

STACEY RANTALA

NATIONAL ENERGY MRKTS. ASSN.
3333 K STREET NW

SUITE 425

WASHINGTON, DC 20007
cgoodman@energymarketers.com

srantal a@energymarketers.com

PAUL COLGAN
BOMA/CHICAGO

120 S. LASALLE STREET
SUITE 1400

CHICAGO, IL 60603
312-236-5237 (P)
312-236-5766 (F)

pcol gan@bomachi.com

PATRICK GIORDANO

28

GIORDANO & ASSOCIATES
55 E. MONROE STREET
SUITE 3040

CHICAGO, IL 60603
312-456-4980 (P)
312-456-4989 (F)
patrickaiordano@dereglaw.com

DAVID J. DULICK

EXELON ENERGY COMPANY
2600 MONROE BLVD.
NORRISTOWN, PA 19403
610-676-7364 (P)
610-676--7259 (F)

david.dulick @exel oncorp.com

ADMINISTRATIVE LAW JUDGES
CASEY & O'CONNELL-DIAZ
ILLINOIS COMMERCE COMMISSION
160 NORTH LASALLE STREET

SUITE C-800

CHICAGO, IL 60601

pcasey @icc.date.il.us

eoconnd @icc.gat.il.us

CARTER BROWN

ILLINOIS COMMERCE COMMISSION
160 N. LASALLE STREET - STE. C-800
CHICAGO, IL 60601-3104
cbrown@icc.stateil.us

PAUL GRACEY

MIDWEST GENERATION LLC

ONE FINANCIAL PLACE

440 S. LASALLE STREET - STE. 3600
CHICAGO, IL 60605

pgracey @mwgen.com

REBECCA LAUER
COMMONWEALTH EDISON COMPANY
P. O. BOX 805398



CHICAGO, IL 60680-5398
rebecca.l auer @exel oncorp.com

THOMAS MODAFF

NICOR ENERGY LLC

100 WARRENVILLE RD. STE. 500
LISLE, IL 60532-4306

tommodaff @nicorenergy.com

35296

29



March 4, 2002

Ms. Donna Caton

Chief Clerk

[llinois Commerce Commission
527 East Capitol Avenue
Springfield, IL 62701

Re  Commonwedth Edison Company
Docket No. 01-0423

Dear Ms. Caton:

The Reply Brief onExceptions on behdf of thelllinoisIndustrid Energy Consumershasbeenfiled
eectronicdly with the Clerk of the Illinois Commerce Commission this date. Electronic copies of the
foregoing have been provided to parties on the service ligt.

The Hearing Examiner has been provided a hard copy by overnight mail.

Sincerdly,

Eric Robertson
ER:bab
cc: Sarvice Lig
Enclosure/35296
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