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BEFORE THE
| LLI NO S COVWERCE COWM SSI ON
ORAL ARGUNMENT
TUESDAY, FEBRUARY 17, 2026

Commonweal t h Edi son Conpany,

Filing proposing changes to new service requests

No. 25-0677

N e N

for |large demand project applicants or custoners.

(Tariffs filed June 23, 2025)

Commonweal t h Edi son Conpany,

No. 25-0679
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Filing proposing changes to R der Distributed
System Extensions. (Tariffs filed June 23, 2025)

Met pursuant to notice at

Chicago, Illinois at 1:30 p.m

PRESENT:

Chai rman Doug Scott
Conmi ssi oner Conrad Reddi ck
Conmi ssi oner Stacey Paradis
Conmi ssi oner Ann McCabe
Commi ssi oner M chael Carrigan

Reported by:
Mel i ssa Ei cken

160 N. LaSalle Street,
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CHAI RMAN SCOTT: (Good afternoon, everyone.

Are we ready to proceed in Springfield?

UNI DENTI FI ED FEMALE: Good afternoon. W
are.

CHAI RMAN SCOTT: Geat. Thank you.
Pursuant to Section 200.850 of the Comm ssion's
admnistrative rules, I'll now convene the oral
argunent before the Illinois Commerce Conmi ssion in
Dockets 25-0677, 25-0679, consoli dated.

This is Conkd's proposed tariff for |arge
demand project applicants or custoners. Comm ssioners
Carrigan, MCabe, Paradis, and Reddick are with ne in
Chi cago. W have a quorum

The oral argunent in this case was noticed
for today, February 17th, at 1:30 p.m to be hosted in
person at the Comm ssion's Chicago office. As
I ndicated in the notice of oral argunent, the scope of
today's presentations is as follows: One, ConkEd's
proposed changes to R der DE including whether there's
proper evidentiary and | egal support to rewite Rider
DE. Two, whether the cost interconnect LDPACs to the
di stribution system should be treated as nonstandard
pursuant to Rider NS. Three, whether the Comm ssion
shoul d direct Contd to devel op transparent |arge | oad

I nt erconnecti on standards based on best practices.
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Four, ConEd's proposed requirenent for a transm ssion

security agreenent or TSA including whether the

Comm ssion has jurisdiction to require a TSA. Five,
substantive provisions of the proposed TSA i ncl udi ng
collateral requirenents, and six, NRG s proposed
changes to the TSA

As stated in the notice, in addition, the
parties should be prepared to answer any questions
regarding the record or pertinent law. Parties were
requested to notify the Commission of their intent to
present oral argunment and of the nanmes of the
attorneys presenting as well as of any exhibits they
Wi sh to use during the oral argunent. Each party w ||
have 7 mnutes total for its argunment which is
excl usive of conm ssioner questions. Parties nay
devoid their allotted tine between initial
presentation and rebuttal.

As advi sed by the Conmm ssion's office of
general counsel, we'll have the petitioner in this
docket, ConEd, go first and al so present surrebuttal.
Qur advisor wll serve as tinekeeper. Samantha
Vol kneyer, to ny right, will be using the tinmer to ny
right. Please |let us know before you begin your first
round, if you wish to reserve tine.

Based on the request for oral argunent and
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as advised by the Conmm ssion's office of general

counsel, the order of the parties presenting will be
as follows: Contd represented by Hanna Conger and

G enn Rippie. Attorney general's office represented
by Scott Metzger and Kim Janas. JNGO represented by
Ni chol as Wal | ace and Bradl ey Klein. NRGrepresented
by Christopher Townsend. Constellation represented by
Chris Skey, Alex Bai and Paige Trent. Staff
represented by Meagan Morl ey, Kolton Ray and Ashl ey
BukowsKki .

Turn first to the oral argunent phase.
First, we'll hear from M. Conger and M. Rippie
representing ConEd. You're allotted 7 mnutes total.
Wuld you like to reserve any tine for rebuttal and
surrebuttal ?

HANNA CONGER: Yes, we would. W'l
reserve 2 mnutes for direct, 2 mnutes for rebuttal
and 3 for surrebuttal.

CHAI RVAN SCOTT: Very good. Ckay.

HANNA CONGER:  Ckay.

CHAI RVAN SCOTT: Pl ease.

HANNA CONGER:  Good afternoon, chairnmn and
conm ssioners. The cases we're here to discuss today
concern a series of revisions to ConkEd's general terns

and conditions of service and rider distribution
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extension or Rider DE. ConEd's proposals are pivotal

custoner protection neasures. They mtigate the risk
that costs associated with providing service to new

| arge | oad custoners m ght be shifted to other
custoners. Those risks are particularly pronounced

t oday because there are nore new |l arge | oad custoners
seeki ng service today than ever before. There is
nearly uni versal agreenent in this docket that nore
robust custoner protections are needed and needed

qui ckly. The longer we wait to address these issues
the nore risk and cost we ask custoners to bear.
There's al so nearly universal agreenent that ConEd' s
proposals are a step in the right direction. O her
parties made suggestions that they clai mwould inprove
on Conkd's proposals. Sone of those suggestions are
beyond the scope of the filed tariffs, and therefore,
this docket. While others go beyond the conmm ssion's
jurisdiction nore generally, many of themare plainly
self-serving. So when you evaluate the tariffs in
this case, we ask that you do not allow the supposedly
perfect to be the eneny of the very, very good.
Contd' s proposals are just, reasonable, and good
policy. And in the tine we m ght spend chasi ng

| nprovenents on the margins or trying to get ahead of

the next evolution of the issues, we'll pass cost to
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custoners who did not cause them Thank you.

CHAI RMAN SCOTT: Thank you, Ms. Conger.
Questions. Conmmi ssioner Carrigan.

COW SSI ONER CARRI GAN:  Kind of a |ong
guestion here. Under ConkEd's current proposal, is it
possi ble that ConEd wll still make the determ nation
that sone of the | arge demand project applicants and
custoners wll be categorized as, quote, |arger nore
i ndifferent, end of quotes, and fall under R der NS or
Ri der ZSS or -- and here is the question, will all
| ar ge demand project applicants and custoners
automatically fall under Rider DE if these anendnents
are inpl enent ed?

HANNA CONGER:  So this has been an issue of
confusi on throughout the case, so. To try to clarify,
a custoner is not categorized as standard or
nonstandard. The facilities that serve the custoner
are categorized in that way. Every custoner is
entitled to a discrete set of standard facilities.
That -- the set of facilities that any custoner is
entitled to differs based on the size of the custoner.
For exanple, a residential custonmer gets 150-feet of
overhead line as standard. Larger custoners get a
different set of facilities that in sone cases include

an NES, a service station, so. R der DE applies to
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the standard portion of the facility serving the

custoner. Rider NS nonstandard applies to everything
else. So for instance, if a |arge custoner -- if the
nost cost effective way to serve a | arge custoner
woul d be to construct underground -- or excuse ne,
overhead lines and that custoner for sone reason wants
underground |ines, the cost of undergroundi ng those
lines is subject to Rider NS. Does that answer your

question? It's sort of a sideways answer to it

because it's -- the -- the categorization doesn't
apply to the custoner as -- as it was phrased in the
guesti on.

COWMM SSI ONER CARRI GAN:  Ckay. Thi nki ng,
but let's go on.

COMM SSI ONER REDDICK:  1'd like to start
where you started. Affordability.

HANNA CONGER:  Un- huh.

COW SSI ONER REDDI CK: Wul d you tell ne as
precisely or specifically as you can how t he proposed
tari ff amendnents protect other existing ratepayers.

HANNA CONGER:  Yes. So I'll start wth
Rider DE. There's two tariff anendnents. Ri der DE,
and then the general terns and conditions. The R der
DE anendnent under ConkEd's current tariffs, |arge |oad

custoners are entitled to a service station as
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standard. |If that custoner happens to |ocate that

service station on property that they own, it is not
subject to Rider DE. W' re proposing to nake an
anmendnent to Rider DE to subject that service station
to Rider DE whether it's located on or off the
custoner's property, neaning that the |arge | oad
custoner requiring it would pay a deposit related to
that service station regardless of where it's | ocat ed.
We view that as closing the |oophole in the tariff as
It exists today. Yes.

COW SSI ONER REDDI CK:  Before you nove on
to anot her one --

HANNA CONGER:  Yeabh.

COW SSI ONER REDDI CK: -- let ne understand
this one. |If you hadn't redefined i ssues and
extension to include the substation on the prem ses --

HANNA CONGER:  Unh- huh.

COW SSI ONER REDDI CK: -- woul d that be
covered by NS?

HANNA CONGER:  No.

COW SSI ONER REDDI CK: So what does this
change do?

HANNA CONGER: Rider DE is a deposit
mechani sm so. The way that it -- this is

conplicated, so I'msorry that this is going to take
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me a mnute, but the way that R der DE works today is

every custoner gets standard facilities. Every
custoner also gets a standard facilities all owance, |

believe that's the termfor i1t, in the tariff of

1
2
3
4
5 approximtely $250,000. So Rider DE is a deposit that
6 a custoner nmakes that covers all of the standard

7 facilities beyond that initial $250,000. And then as

8 that custoner uses electricity, pays into rates, and

9 pays into the revenue requirenent, that deposit is

10 refunded to the custoner or if they don't neet their

11 anticipated |load or anticipated consunption, then the
12 deposit is retained by ConkEd and used to offset the

13 revenue requirenent that would have been allocated to
14 all of ConEd' s renmining custoners.

15 So going back to the service station we're
16 talking about, if that service station is not subject
17 to Rider DE, it is included in the revenue requirenent
18 that's socialized to all custoners, and there's no

19 protections applicable to the cost of it, if that

20 customer does not end up using the volune of

21 electricity that they originally anticipated.

22 COW SSI ONER REDDI CK: But you're -- you're
23 just recovering -- first of all, the only difference

24 is that now you can request a deposit. A deposit then

25 is offset, worn down -- |I'mnot sure what the right
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termis -- by the revenue that is provided through the
rates applicable to the new custoner.

HANNA CONGER: That's right.

COWM SSI ONER REDDI CK:  But that nechani sm
expires after 10 years, | believe?

HANNA CONGER: The DE deposit does, yes.

COW SSI ONER REDDI CK: The DE deposit does.
And if the custoner has not -- | guess, the only
viol ati on woul d be he uses | ess than projected.

HANNA CONGER: | f the custoner uses |ess
than is projected, they are -- they woul d be paying
into the revenue requi renent each year for the 10
years less than originally was anticipated. And the
remai nder woul d be covered by other custoners. The
deposit mtigates that risk or mtigates that cost
risk, so the custoner is held responsible through this
deposit for that difference in the revenue
requi renent.

COW SSI ONER REDDI CK:  Yes. But the
nont hly charge that this custoner woul d be paying
after 10 years wll not anmpunt to the cost of the
| nprovenent .

HANNA CONGER:  I'mnot -- | don't think
that's correct. | think -- oh. M understanding is

that the -- the deposit itself is sized to the cost of

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

.. ) C. . Page 11
the facilities. And so over time, that initial cost

of constructing those facilities is paid down through
rates gradually over tine, and by the tine that
deposit period ends, the custoner has either paid in
enough to the revenue requirenent that they have fully
of fset the cost of construction or ConEd retains a
portion of their deposit which covers whatever they
haven't paid.

COW SSI ONER REDDI CK:  So the custoner pays
a rate, actually a nonthly charge based on the rider,
that is annual consunption based on the ranp-up
schedule tines the nonthly?

HANNA CONGER:  Yes. Generally. [|'msorry,
| wasn't sure that was the end of your question. Yes.

COW SSI ONER REDDI CK: End of the question.
Probably end of ny thinking, too. Now, | -- | have no
sense of what the actual nunbers are for any of these
projects, so it's difficult to construct a neani ngf ul
guestion, but if | understand what you' re saying, the
deposit is big enough and the refundabl e portions paid
back over tinme were small enough that at the end of 10
years the anount that has cone fromthe custoner to
cover the cost of the distribution extension and
what ever goes with that totally paid off, nothing left

over for anybody el se to pay.
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HANNA CONGER: That is correct for the

standard portion of facilities. |If there are
nonstandard facilities, that's not subject to the
Ri der DE deposit.

COW SSI ONER REDDI CK:  Un- huh.

HANNA CONGER: Nonstandard costs are paid
up front in cash. So in the -- in the exanple | gave
a few mnutes ago wth a custoner who'S nost cost
effective neans of service would be overhead, but they
ask for underground, they would -- they would pay the
cost of undergrounding up front and in cash, and if
there are other adjustnents |like that where a certain
nmeans of serving that custoner woul d have a | ower
cost, but they've asked for a second transforner or
sonething to pursue their particular needs, those
costs are al so nonstandard paid up front in cash.

COW SSI ONER REDDICK: I'mw th you.

HANNA CONGER:  Ckay.

COW SSI ONER REDDI CK:  |''m havi ng troubl e
doi ng the nunbers --

HANNA CONGER:  Yes.

COW SSI ONER CARRIGAN:  -- with the ranp up
and -- so a custoner, large | oad, new | arge | oad,
applies a service, needs an extension of the

distribution system and al so needs two speci al
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transforners, special transforners, paid up front
Ri der NS, everything else is secured by either a
deposit or sone sort of credit, sone other security?

HANNA CONGER: The standard portion of the
facilities are covered by Ri der DE.

COW SSI ONER REDDI CK: And what - -

HANNA CONGER: And - -

COW SSI ONER REDDI CK: -- portion of that
I's covered by your letter of credit provision?

HANNA CONGER: So that's the second change
to Rider DE allows the conpany to take a letter of
credit or cost above $2 mllion in the deposit.

COW SSI ONER REDDI CK: Ckay. Functionally,
It's the sane as a deposit because it goes down over
time.

HANNA CONGER:  Yes. The letter of credit
Is -- functions as the deposit. Conkd can call on the
| etter of credit as needed over tine.

COWM SSI ONER REDDI CK: And the nonthly
charge in this situation, putting aside the NS charges
which are up front in cash, now we're tal king only
about the DE charges, those are based on sone very
fancy cal cul ation of the ranp up, the expected use,
and that anmpunt of units goes into the total cost that

over 10 years tines 12 nonths at varying rates would
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cover the entire cost.

HANNA CONGER: Yes. The Ri der DE today and
for along tine has set out a way of calculate -- like
a nethod of calculating the cost of the standard
facilities, and the expected revenue requirenent
contribution of the custoner. And so that fornula is
remai ni ng unchanged now. That's how we determ ne the
size of the deposit and the size of the nonthly charge
that goes to the -- that is conpared against the
custoner's actual charges to see if there's any
di ff erence.

COW SSI ONER REDDI CK: | expected the
mat hemati cal variances, if there are any, wll be
relatively small conpared to the nunbers you're
tal ki ng about in dollars.

HANNA CONGER: | think it's too soon to
say.

COWM SSI ONER REDDI CK: Wel |, the customer
can al ways use | ess and use nore.

HANNA CONGER: That's true.

COW SSI ONER REDDI CK: Al'l of that changes.

HANNA CONGER:  Yes.

COW SSI ONER REDDI CK: Ckay. So bear with
me. | magine three boxes of cost. One is, before you

bill the distribution extension, the other is the
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di stribution extension, and the |ast one's anything

| eft over. If | understand your -- your presentation,
there's nothing in the last box. There is nothing

| eft over at the end of the 10 years, if we're on
target wwth the ranps and we've cal cul ated the nonthly
charge appropriately.

HANNA CONGER: There's nothing left in the
third box no matter what because R der DE -- they've
either already fully paid off increnentally nonth over
nmonth the entire cost or we pull the Ri der DE deposit
and that covers whatever is left.

COW SSI ONER REDDI CK:  Ckay. So when is
the Rider DE -- nmake sure | need to ask that question.
Let's -- let's stay wwth the boxes. The second box
which is actually constructing the facilities --

HANNA CONGER:  Un- huh.

COW SSI ONER REDDI CK: -- is covered by the
nont hly charge, and the footnote I had in ny head
there was, if there is a lag here, | can't inmagine
that you' re changing the -- you don't change the
nont hly charge each nonth or each year based on what
part of the proper construction progress you're at.

HANNA CONGER:  Huh.

COW SSI ONER REDDI CK: And the question

that | think you' ve already answered i s, whether the
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cost incurred by the conpany at each point in the ranp

up over the 10 years either exceeds or matches the

cost of the construction.

HANNA CONGER: | think I know what you're
asking. I'mgoing totry, and if | don't get it
right, we'll try again. So the facilities are

constructed and enters a service at a point in tine.

That's when the custoner starts paying revenue,

revenues through the revenue requirenent.
COW SSI ONER REDDI CK:  Did the deposit or

| etter of credit cone in before you started work?

HANNA CONGER:  Yes. Yes. | -- I'mgoing
to speak at a general level. |'msure there are
nuances that are not -- that don't match this in every

Ssituation, but. For many of these |arge | oad
custoners, they will ranp up their usage over tine,
but. The conpany is not building increnental
facilities over that whole 10-year period. |If there
are new facilities needed, those would be subject to
anot her Rider DE/ Ri der NS eval uati on.

COW SSI ONER REDDI CK: Go t hrough t hat
again.

HANNA CONGER:  Yep. Gkay. So | ama large
| oad custoner. | ask for service. Conkd decides

what's necessary to provide ne the service at the | oad
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ranp | amanticipating. That -- those facilities are

generally built to neet ny -- the ultimte point of ny
| oad ranp, the highest point, so. They are sized on
the day | begin service to neet ny |oad once |'ve
fully gotten up the ranp. So fromthe day | start
service to the day | reach the top of ny ranp,

those -- the facilities serving ne remain the sane.

If, during that tine, | discover | need nore, | would
go back and ConEd woul d engi neer another solution to
provide nore than | cane in with originally.

COW SSI ONER REDDI CK: Ckay. You -- you've
changed the picture | drewin ny head. It seened to
nme there are things that you need to do once for
all --

HANNA CONGER:  Un- huh.

COW SSI ONER REDDI CK: -- begi nning. You
don't want to go back and have to redo sonething.

HANNA CONGER: R ght .

COWMM SSI ONER REDDI CK: At the same tine
there are things that could be done increnentally.
You don't build to the max right away --

HANNA CONGER: Ri ght.

COW SSI ONER REDDI CK: -- 10 years away.
So with that qualification, | think | understand what

you' re sayi ng.
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HANNA CONGER:  Yes.

COW SSI ONER REDDI CK: Ckay. So while
["m-- 1"mbuilding because |'ve already got the
deposit or letter of credit, if for any reason a
custoner goes belly up, the whole thing's done, you
have in hand in deposits or letter of credit enough to
do -- enough to cover whatever you' ve done. |'m
trying to figure out whether they're coordinated so
that --

HANNA CONGER:  That's -- that's correct,
and we haven't tal ked about the TSA yet, but that
preserves the revenue that the custoner would have
paid inin the future. Separate issue, but | just
wanted to note it.

COW SSI ONER REDDI CK:  Separ at e
jurisdiction.

HANNA CONGER:  Yes.

COW SSIONER REDDICK:  So let's stay in
[11inois.

HANNA CONGER:  Yeah.

COW SSI ONER REDDI CK: W want to nmake sure
[l1linois ratepayers are fully covered.

HANNA CONGER:  Under st ood.

COW SSI ONER REDDI CK: So with sone

al l owance for, you know, human |imtations and
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cal cul ations, the objective and the purpose of the
deposits and letters of credit as described in the
tariff is to have on hand either recovered cost

t hrough nonthly charges or a residual in your letter

of credit or deposit that woul d cover whatever's been

done.
HANNA CONGER:  Yes. That's correct.
COW SSI ONER REDDI CK: Ckay. So | ast
question. How -- howis the total cost determ ned?
Is that a result of your -- your -- your study
process?

HANNA CONGER:  The total cost of the
facility, the interconnection facilities?

COMM SSI ONER REDDICK:  Yes. |I'm-- in ny
head, the study process doesn't just go forward al ong
the path that I'mtrying to walk. It includes other
people as well and system problens as wel|.

HANNA CONGER:  Ri ght.

COW SSI ONER REDDI CK:  So with that in
mnd, | just want to make sure all the bases are
covered.

HANNA CONGER:  Yes. So one of the other
revisions to the tariffs that we haven't tal ked about
yet is the cluster study process and a deposit that's

associated with participation in that process. So
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t hat deposit covers the cost of --

COW SSI ONER REDDI CK: The st udy.

HANNA CONGER: -- the study, that initial
study, and then once that initial cluster study is
done, each of the projects that wants to conti nue at
t hat point proceeds into nore detail ed engineering
where they're finding |ike the precise equipnent, the
preci se | ocations, exactly how everything's going to
be built, and at the end of that process there's a
much cl earer picture about the total cost of the
facilities that will be needed, and there's, | suppose
a gate, at that point where the custoner can choose to
go forward and begin construction or not, if they
choose not to.

COW SSI ONER REDDI CK: I n the situation
that | gave you where we have a ranp up and a custoner
who doesn't want to build it all at once, he's going
to change the right -- change the cal cul ation every
time you go build sonething new, because he says |
need -- I'mon year seven, | need this nuch as opposed
to what | had in year six, and if it's increnental
facilities, they would have been done increnentally,
that that's very conplicated math to nme; is that what
you' re going to do, though?

HANNA CONGER: | --
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COW SSI ONER REDDI CK:  Let ne ask the

guestion this way.

HANNA CONGER:  Sur e.

COW SSIONER REDDICK:  Is it your intent to
cal culate a nunber that wll, at the end of 10 years,
cover all the costs?

HANNA CONGER:  Yes.

COW SSI ONER REDDI CK:  Ckay.

HANNA CONGER:  Yes.

COW SSI ONER REDDI CK: Thank you, chai rman.

CHAl RMAN SCOTT: O her questions on this --
on this area?

So |I'm probably going to confuse natters
nore. So during that 10-year period when the -- when
t he payback is -- is happening and you' ve got the
|l etter of credit to secure that, whatever you build is
going into your rate base during that tinme, and it'l]|
show up in a reconciliation at the end of the year or
In sone other way a rate case if you were to get off
the nultiyear plan, so the other custoners are
carrying those costs during that time. There's a
guarantee they're going to get it back over 10 years,
but for years one through nine, they're carrying part
of that |oad because you haven't gotten the full

paynment yet for that service. You're getting it
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one-tenth at a time. O getting it guaranteed through
the letter of credit as opposed to the NS where you're
getting all of it up front, and there's -- they're
payi ng that in cash, and there's no -- there's --
nobody's carrying anything for 10 years. They're just
paying for it up front. Wy the difference? I
realize we have two different tariffs, but that
doesn't nean you're necessarily limted to that
structure, so.

HANNA CONGER: Ri ght.

CHAl RMAN SCOTIT: |I'mstarting to hear you,
then I got a followup for you.

HANNA CONGER:  So the math is conpli cated,
but .

CHAl RMAN SCOTT: | becane a | awer so |
woul dn't have to do math.

HANNA CONGER: It didn't work out for ne.
So | believe that the revenue requirenent includes
only a portion of the costs each year, only the

depreci ated portion of the costs of the facilities

each year.

CHAI RVAN SCOTT:  Uh- huh.

HANNA CONGER:  So it's not the -- the
revenue requirenent that's paid each of the -- in

general, each of those 10 years only includes a 40t h,
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what ever the appreciated portion is of the facilities

I n each year.

CHAl RMAN SCOTT: But you're depreciating
over a |longer period of tine than 10 years.

HANNA CONGER:  That's correct.

CHAI RVAN SCOTT: Mbst assets.

HANNA CONGER:  Yeah.

CHAI RVAN SCOTT: | nean, it could be
different for this one, but.

HANNA CONGER:  Yes. That's correct. 1In
the -- the Rider NS up front in cash situation --

CHAI RVAN SCOTT:  Uh- huh.

HANNA CONGER: -- that custoner pays --
pays that upfront anmount, and that is essentially all
they pay for facilities, so. As the systemthat
ultimtely does serve them grows and changes, they are
not paying for facilities that existed before they
cane on, and they're not paying for facilities that
will conme into existence past that point in tinme, so.
| think there's a -- there are sone offsetting
considerations there. One is the portion of the
depreci ated portion question; although, that's nuance
as you nentioned, and then the other is the idea that
the custoner isina-- if you're not using the

nonstandard, if you' re not doing the upfront cash for
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the facilities, they will continue to contribute for

as long as they take service to the cost of
everything, where they wouldn't if you only keep them
to the cost of those particular facilities at the
point in tinme they're constructed.

CHAl RMAN SCOTT: Okay. Let ne -- let ne
ask a -- a different question then, but it's rel ated.
Two questions. Yeah. Please go ahead.

COW SSI ONER PARADI S:  Can you wal k t hrough
agai n your |ast point?

HANNA CONGER: Let ne see. (Ckay. Yes.

So. ..

CHAI RVAN SCOTT: No. It's okay.

HANNA CONGER:  So in a situation where |
think you'll hear it called kayak today, a custoner

makes a kayak paynent up front in cash for the cost of
the facilities. | think this is clearest in

transm ssion rates, but it happens in the distribution
side as well, that custonmer is paying the cost of the
specific facilities necessary to serve themat the
point in tinme they enter service, but that is
essentially all they wll ever pay for distribution
facilities or -- whichever side of the | edger you're
on, transmssion or distribution. That's all they'll

pay for that. So a typical custoner, when they enter
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the system every year they take service from now

until forever, they're paying a cost -- a depreciated
portion of the facilities that were there before they
entered the systemand a portion of the facilities

t hat becone part of the systemover their lifetine.
When a custoner nmakes a kayak paynent, they pay for
the specific facilities that link themto the system
And then they're done. And so they're not -- they
w Il not bear cost responsibility in very snmall shares
for anything that happened before then or anything
that conmes after them

CHAI RMAN SCOTT: But everything that is
part of your systemends up being part of the rate
base at that point, so. They and every other custoner
are paying for -- for their portion of that as they go
on. It's not like that cost goes away unl ess you guys
are going to decide you don't want to put it into the
rate base, which |I'mguessing isn't the case, so.

HANNA CONGER:  This is --

CHAI RVAN SCOTT: They're going to pay their
share of it as conpared to all the other custoners
fromthat point on.

HANNA CONGER: So this is -- when | say
it's clear on the transm ssion side, the -- there's a

rule on the transm ssion side that if you pay the
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kayak charge, you don't -- that's your only

contribution, and I think the math is nore conplicated
on the distribution side, but the principal is
essentially the sane, that you -- because, otherw se,
you' re doing both; right? Like, if you pay your

kayak, your cost of your facilities, then you also are
payi ng every nonth a -- a facility's charge, a
facility's conmponent of your bill that includes
everything on the system you are paying for your
stuff in the one paynent and a portion of it every
nonth as well. So you are double recovering. The
concept is to try to nmake that not happen, try to nake
t he doubl e recovery not occur. And so you are only
charged one or the other. NT space.

COW SSI ONER PARADIS:  But -- I'mtrying to
figure out howto say this. But in that scenario, |
mean, the way | think you just said it to ne that said
they're paying for the build of it but not the use of
it. That's how --

HANNA CONGER:  Huh.

COWM SSI ONER PARADI S: Which | don't think
I s what you nean.

HANNA CONGER:  It's definitely not what |
mean. | don't think that's -- huh. A -- a build

woul d include a | ot of conponents. The facility's
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charge relates to the physical infrastructure, and

then other portions of the build, Iike the supply
charge would relate to -- to, you know, the variable
conponents over tinme and you're not excluded fromthat
portion of the build.

CHAI RVAN SCOTT: Let ne ask a different --
a slightly different question, two different
questions. Wy 50 negawatts? | nean, we're here
because we're tal king about gigantic facilities that
are different than anything you' ve seen before. |
mean, we've heard M. Canonis (phonetic) say a bunch
of tinmes that 80 negawatts outside of data centers is
the largest |oad that you've got, and you're talking
to people who are 25 tines greater than that right
now. And maybe larger. | know that was the |ast tine
we tal ked. So why not do sonething conpletely
different here? Wy -- why try to shoehorn everything
into the existing franework for sonething that we all
agree is a unicorn conpared to what we've seen before
and why does -- and why do we nmake -- why are we
trying to make a 2-gigawatt data center for a facility
| ook I'i ke Wal mart? Wy are we -- why are we using
t hat system here?

HANNA CONGER: So | will tell you, we're

not trying to do that.

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 28
CHAI RMAN SCOTT:  Ckay.

HANNA CONGER:  But let ne explain why.

CHAl RMAN SCOTT:  Sure.

HANNA CONGER:  So we have -- ConEd has
Ri der ZSS which is zero standard service --

CHAl RMAN SCOTT:  Uh- huh.

HANNA CONGER: -- which applies to
custoners who are served a 345 kV or above. The
enor nous nassi ve data centers you're tal king about are
likely all served at 345 kV and above. That neans
none of their distribution facilities are consi dered
standard. Everything that they -- that is built to
serve themis nonstandard and subject to kayak. So
that portion of the -- |ike, the very, very |arge
custoners we're tal king about, there already is an
exi sting systemthat al nost exactly fits their
situation. W -- Contd designs facilities that neet
their needs, and given the way that they connect to
the system they're considered zero standard service
custoners, and they pay for the entire cost of the
facilities in kayak. O rentals, then the relatively
smal l er end of the |arge |oad custoners -- the
custonmers who are served at 138 kV to 345 kV, those
custoners are not as unusual. There are, | think,

about 100 custoners on the systemright now served at
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138. And so -- and for those custoners served at that

| evel, the facilities that are serving them are not
functionally significantly different than those -- the
facilities that are serving other very l|large |oad
custoners existing on the system today.

So to your question about why are we not
devel opi ng the whol e new paradi gm for these custoners,
| think for the custoners that are the very |large end
of the spectrum we essentially have a custom
paradi gm and for the custoners at the snmaller end of
the spectrum there's -- there are anal ogs today.

CHAI RMAN SCOTT: Then that pronpts a second
guestion of, why do we need to be here at all? |If
we've got a systemset up that will already handl e the
super | arge custoners and we've got another system set
up and I'm-- |'m being deliberately, you know, broad
bush, we've got another system set up where the other
custoners are falling into now --

HANNA CONGER:  Uh- huh.

CHAI RMAN SCOTT: -- why do we need to be
her e?

HANNA CONGER: Wl |, a coupl e of reasons.
The DE | oophole that | nentioned exists today and
shoul d be closed. The other nmajor reason that we're

here that we haven't gotten to into the conversation
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yet is the TSA requirenent.

CHAI RVAN SCOTT: Pretty sure we wll.

HANNA CONGER: |['mcertain that we wll,
but. That -- what ConEd is proposing is that the
Commi ssion require custoners to sign a TSA as a
condition of retail service and that will protect all
of the remai nder of ConEd's custoner base from | arge
| oad custoners that stop hal fway or don't get all the
way off their |load ranp or what-have-you, but those
are the main two proposals that are before you. W're
not proposing any changes to Rider ZSS, and the only
change we're proposing to Rider DE is that | oophole
adj ustnent or | should say the primary change we're
making to Rider DE. Because it's a little shorthand,
but. The -- the concept is that by sort of a quirk of
geography or how nmuch property a custoner has unused
around their facility, that custoner can request or
suggest that the electric service station serve them
which is provided as standard be |located within their
property line. |If it's wthin their property |ine,
they don't pay a deposit. |If it's outside the
property line, they do. And the proposal that Contd
has put forward would treat those two situations the
sane regardl ess of where it's |located. They woul d be

required to provide a deposit.

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

) Page 31
CHAI RMAN SCOTT: O her questions?

Commi ssi oner Carrigan.

COW SSI ONER CARRI GAN:  Let's bring the AG
into this discussion a little bit, since you' ve got
two of themsitting right there to your right. The AG
argues that |arge demand project applicants and
custoners present uni que chal |l enges and provi di ng
service to themis inherently conplex fromboth the
pl anni ng and engi neeri ng standpoint, and thus, should
automatically be characterized as nonstandard. The
question then is, these |arge |oads do seemto be
different. Wiy does ContEd not? And I'll say that
again, not think categorizing themas nonstandard is
appropri at e.

HANNA CONGER: The standard and nonst andard
di stinction has been a part of Conkd's tariffs for a
very, very long tine. And it has never been applied
to a custonmer as individual. Instead, it's been
applied to the facilities that serve a custoner, so.
Wen the AGis saying that these custoners are
different, they're applying -- they are suggesting
that Rider DE be applied to a custoner which is a
fundanental change in the way things have been done
for a very long tine. | would al so suggest that

the -- to the point I was making a few m nutes ago
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about the -- the way that any custoner's served, there

are tariffs that define what standard service is to a
type of custoner. And those have been in existence
for a long time. But just because a custoner is

| arger, they have | arger denmands than we've seen
previously doesn't nean that it's not possible to set
a standard or a generic set of facilities that all
custoners of that type or volune would be subject to.

CHAI RMVAN SCOTT: O her questions?
Commi ssi oner M Cabe.

COW SSI ONER MCCABE: | f the Comm ssion
approves changes as proposed by ContEd, will there be
an opportunity for ConEd to reclassify | arge demand
custoners as nonstandard in the future?

HANNA CONGER: So if you approve the -- the
proposal s that ContEd has nmade here, no custoner wl|
be classified as nonstandard. That classification
will apply only to facilities as it has in the past.

I f your question is, is there another opportunity to

| ook at these issues, | think the answer to that is
yes. There are periodic rate design proceedi ngs every
three years under statute.

COW SSI ONER PARADI S: Just to clarify,
so -- and | thought this was where you were going for

an existing custoner if we nmake this change goi ng

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 33

forward, if they have a new project, does it matter on

their property or not if we approve the change and
cl ose the | oophol e?

HANNA CONGER: Existing -- for existing
custoners, nothing will change. For custoners that

Initiate service after the tariff is approved with

this -- the Rider DE change, that change will apply to

t hem

COW SSI ONER PARADI S: But an exi sting
custoner that asks for new service, it wouldn't?

HANNA CONGER:  No.

COW SSI ONER PARADI S:  Ckay.

CHAI RVAN SCOTT: O her issues? That one.
Your m c.

COW SSI ONER REDDI CK:  |Is that true no
matter how big the request is? |'ma Walmart and |
decide to becone a data center.

HANNA CONGER:  Ch, I'msorry. | -- | wl
say the sane. Facilities would not suddenly becone
nonstandard if it's a single facility. |If the
customer -- if the custoner comes back and needs to
expand |ike you were just talking about, those
expanded facilities would be subject to the tariff.
|"msorry, | msunderstood the question.

CHAI RMAN SCOTT: Oher i1ssues? Sure.
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Comm ssi oner McCabe.

COW SSI ONER MCCABE:  Wbul d you explain the
| nportance of the first two pages of your exhibit on
TSAs before FERC?

HANNA CONGER:  Sur e.

GLENN RI PPI E: Good afternoon,
comm ssioner. So the first two exhibits sinply
Illustrate for the Conm ssion the nunber and nagnitude
of the projects that would currently have -- that do

have TSAs apply to them but that the new terns and

conditions would require -- and | say require a TSA
It -- at the end of this answer | just want to nake
clear what the footnote is, but. The -- this is the

uni verse of custoners in what we call cluster one.
It's the current group of |arge |oad custoners that
are proceeding forward. W have filed TSAs for
approval with FERC in all of the docket shown on the
first page, the day we filed themand the effective
date. The proposed TSA under the Federal Power Act is
shown on the first page. The second page tells you
how big that is. Those eight cone out to

6, 700 negawatts. They invol ve about $950 million of
transm ssi on upgrades, and the TSAs would require
roughly $2.1 billion in revenue security and over 40

years would result in short paynents of 11.4 billion.
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| nmust informyou, and you wll see this in a
reference in a FERC filing tonorrow, one of those

ei ght custoners has now dropped out. As of yesterday.
That reduces the required investnent nore
proportionally than it reduces the revenue assurance,
so. The basic fundanental point of these exhibits
remain the sane. Does that answer your question,
comm ssi oner ?

CHAI RMAN SCOTT: O hers on TSAs?

GLENN RIPPIE: | was going to tell you the
footnote. The proposed tariff | want to be clear
specifies not what the terns of those TSAs are.

CHAI RVAN SCOTT: That's what | was --

GLENN RI PPIE: The actual -- the actual
| anguage -- and we've spent a ton of tinme on this
docket off that |anguage. The actual | anguage says
that the condition of retail service is that the
custoner has entered into an agreenent effective at
FERC because FERC has exclusive jurisdiction over its
terns that assures the paynent of the revenue
requi renments associated with the service it requests.
That's what the tariff anmendnent says. |t does not go
Into the detailed terns and conditions. |t sinply
requi res that that assurance be nade and secured.

CHAl RMAN SCOTT: And we have the proper
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jurisdiction because that's been a point of contention
in the case to -- to say that you can require a TSA
in -- through this tariff?

GLENN RIPPIE: Sure. Let ne answer, then
|'"'mgoing to give you an anal ogy --

CHAI RVAN SCOTT:  Sure.

GLENN RIPPIE: -- which is actually both
illustrative and a little bit hunorous. You and the
State of Illinois have exclusive jurisdiction over the
rates, terns and conditions of retail service
I ncl udi ng those rates, terms, and conditions of
service that define what the prerequisites for service
are; that is, who can get service.

You' ve seen exanpl es around the country of
sone states that have gone so far as to say, no new
| arge | oads until we get A, B, and C. That's a
perfectly legitimte exercise of jurisdiction in a
state. That's not what we're suggesting here, and
that's not what the Illinois | aw has done, but the
statute has done. Wat we're saying is sinply this,
in order for Conkd to provide retail service that you
control, it is a requirenent that we have proposed in
this tariff that those custonmers agree that they wl|
assure the paynent of the transm ssion rates at

what ever rates FERC sets and secure the paynent of
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those rates. |If they didn't do that, the cost

associated with the either unnet investnents or unnet
service, because it is both, both the marginal
facilities and the existing facilities, would fall on
ot her custoners. How those costs and rates are set is
up to FERC. But it is entirely wthin your
jurisdiction to say, no retail custoner will be
connected to this systemunl ess they have agreed to
basically do what they've said they're going to do to
pay the charges associated with the service that they
have requested and that we are required to give as a
retail utility. That is your jurisdiction. |[If that
agreenent, if that protection is not present, it is an
exercise of retail regulation to say then, well, you
w Il not be hooked up.

The hunorous exanple I'mgoing to give is
this, the State of Illinois can say, you don't get a
| i cense plate unless you pass the EPA regul ations. It
cannot rewite the EPA regul ations, but it can sure
say, you don't drive your car in Illinois without it.
And that's the equival ent of what's happeni ng here.
We're not asking you to set any FERC rate. W' re not
asking you to define what the transm ssion rate is.
Just to say that if you want retail service, you agree

to pay it.
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CHAl RMAN SCOTT: Could US EPA tell the

secretary of state's office that you cannot give a
driver's -- a license plate to soneone w thout --

w t hout the em ssions test?

GLENN RIPPIE: | don't -- | actually don't
thi nk so under that statute. But | wll say under
the -- to run with your anal ogy, under the Federal
Power Act, nmy answer is no. That is -- that is your

exclusive jurisdiction to control that retail service.
FERC can do all sorts of things at the transm ssion

| evel including changing the rate, and there's been a
bunch of tinmes -- a bunch of discussion in this docket
about the rate design, and I'msure we're going to
have nore of that discussion. | believe nost of that
di scussion is irrel evant because the rate is what the
rate is. FERC wll decide what the rate is.

The point of this proposed anendnent to the
terms and conditions of service is, again, sinply to
assure that whatever the rate is, you pay the rate
that you are responsible for. You don't cone in and
knock ot her custoners out of the queue, nake us nake
I nvestnents or use up pieces of the existing
transm ssion system and then not show up and not pay
the rates. And that's what the provision that's in

t he proposed tariff does.
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CHAI RMVAN SCOTT:  Conmi ssi oner Reddi ck.

COW SSIONER REDDICK:  I'I1 tell you what
heard. You can tell nme how wong it is. FERC sets
t he rates.

GLENN RI PPI E:  Yes.

COW SSI ONER REDDI CK:  The rates are set
w t hout regard to any particular project that --

GLENN RI PPI E:  Yes.

COW SSI ONER REDDI CK: So you're saying we
may or may not match what it costs us to build or what
It cost to -- costs us to provide that service, but
it's better than nothing.

GLENN RIPPIE: No. That's not what |I'm
sayi ng. FERC decides what the transm ssion rate is.

It tries to adopt the rate design that it believes is
just and reasonable and properly all ocates costs anong
custoners. Those costs include the margi nal cost of
the facility built as a but for cause of that custoner
comng on. But that custoner, because of the nature
of a network transm ssion system also uses other
facilities. And renenber, these are transm ssion
assets, not distribution assets. And there m ght be
big ones. |If there are 345, they're under ZSS. These
are network assets. Qher custoners are going to use

t hose assets inherently, too, because they are
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networked. They're not -- they nmay be a but for
result of a particular custoner, but they're not only
used by that custoner, FERC has cone up with rate
designs for that, and as Constellation has told us, it
I s considering sone changes which may or may not
ultimately make to those rate designs. It tries to
make that fair, Conm ssioner Reddi ck.

| -- you and | can have a debate over --
over a -- over, you know, dinner whether that's really
happening. Al we are doing here is saying whatever
FERC says is that correct rate design. You're not
going to escape it. You're not going to cone in here
and tell us, I'mbringing 1.5 gigawatts. A, go build
for 1.5 gigawatts. B, in all your planning for all
the other custoners in the system assune that
1.5 gigawatts is now gone; right? It's just not the
new stuff, it's all the old stuff. And then | ow and
behol d either don't show up or I only show up with
750.

The requi renent that we suggest go into
general terns and conditions prevents that from
happening. It doesn't charge those custoners nore.

It doesn't penalize them \at it does do is say, if
you tell us 1.5 gigawatts and we rely on that, and we

behave as if that's real and that inpacts our
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i nvestnents, it also inpacts our planning. |t inpacts

what happens with the use of the existing system
You're going to pay the rates associated with what you
signed up for.

COW SSIONER REDDICK: | didn't hear a big
di fference between what you said and what | said.
| - -

GLENN RI PPIE: Sorry.

COW SSI ONER REDDI CK: |I''monly saying that
FERC has determned the rate to cover all the costs to
recover the costs.

GLENN RI PPI E:  Un- huh.

COW SSI ONER REDDI CK: And you have an
addition certain things that are paid on a narginal
basis, and ny only point was that because this is a
FERC wavi ng of the hands to make a rate, it nay or may
not match exactly the anmount spent, but w thout the
TSA, we woul d have not even that.

GLENN RIPPIE: Yes. The only thing,
comm ssi oner, where maybe | -- | want to -- | don't
want to say disagree with you but want to anend ny --
the answer is, as it was illustrated in the
mat hemati cal cal cul ations and they're just math in
these exhibits, it happens with cluster one that that

revenue guarantee i s nmany tines greater than that
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I ncrenent cost. So it -- it enpirically happens in

the case of this cluster, that the revenue guarantee
IS not just pretty good, it's really, really, really
good.

COWM SSI ONER REDDI CK: Wl |, and the only
poi nt was, you |ack a precision and not even an
attenpt to match at the sanme way we're matching the
distribution at the transm ssion level. Yes, it could
be less. It could be nore.

GLENN RIPPIE: Correct. And it is
different because the T rate is inherently for network
facilities and the ZSS rate, for exanple, that we' ve
been tal ki ng about that directly assigns is for
facilities that are directly assigned. They're only
used by that custoner.

COW SSI ONER REDDI CK: You sai d one thing
that -- that's going to prolong this thing painfully.
You tal ked about the -- the existing assets.

GLENN RI PPI E:  Uh- huh.

COW SSI ONER REDDI CK:  Whatever, that are
being used in a new -- new custoner's service, and if
| -- when | ask nyself that question about the
distribution activity, and | think one of your
W t nesses used the termused up --

GLENN RI PPI E: Yes, they did.
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COW SSI ONER REDDI CK: A new cust oner uses

up sone of the existing capacity paid for by existing
custoners, how do we cover that cost or raise it

anot her way? Who pays to replace that capacity that's
| ost ?

GLENN RIPPIE: At D or T.

COW SSI ONER REDDI CK: I'm sorry.

GLENN RIPPIE: At -- in the distribution or
I n the transm ssion or both.

COW SSI ONER REDDI CK:  D.

GLENN RIPPIE: Ckay. In -- inthe D
system all -- if you are not a ZSS custoner that is
only using the 345 system and i s not using anything
bel ow t he 345 system you're going to pay the rate
design that is approved by this Commission in the
periodic rate investigations. They're based on a cost
of service study. So for the standard equi pnent that
is -- that is guaranteed by the DE deposit but not
paid for by the DE deposit, you're going to pay the
nonthly rate established by the cost of service study,

and assum ng the cost of service study is appropriate,

you're going to get a -- a -- ajust rate. | -- |ooKk.
A custoner -- each custoner uses slightly different
amounts of different facilities. That's -- that's

al ways i nherently ratenmaking, but you're going to pay
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that rate that was set by the Conm ssion and approved
by the Comm ssion. So filed by us, approved by the
Comm ssi on.

If you're a 340 -- if you're one of these
big Es, if you're a ZSS custoner, you're not going to
use those shared D facilities except, you know, |ike
the call center or the billing system which there is
a charge for. You're going to use the facilities that
get assigned to you, and those are directly assigned
to you. They're either paid for by a deposit or
they're paid for by direct assigned charges in the
nature -- we call themrentals that are periodic
charges. Because sone of that equipnent, if you went
away, m ght be reusable, so we don't charge you the
whol e thing up front. W charge a rental. Nobody
el se pays for that. You pay for all of it including
the costs of maintaining it and including the cost of

replacing it.

Now, let's go to the -- because you're
going to -- you're going to pay all the distribution
facilities that use that, and if -- if you are in a
rental situation, there's -- there's maintenance baked
I n.

COW SSI ONER REDDI CK:  Let nme ask the
gquesti on.
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GLENN RI PPI E: Sur e.

COW SSI ONER REDDI CK: I n that situation,
t hough, we have a -- a large custoner who needs
sonet hing --

GLENN RI PPI E:  Uh- huh.

COW SSI ONER REDDI CK:  -- that's big enough
that can be used by other parts of (inaudible) that
useful ness to the grid as opposed to a single
custoner, does that change what he has to pay?

GLENN RIPPIE: If it is distribution
facilities and we'll spend -- |'msorry.

COW SSI ONER REDDI CK:  Big distribution.

GLENN RIPPIE: Yeah. But if it's big
distribution facilities and -- and renenber, in this
case, we could -- we could -- | was going to say |
| ove Easter, so we can tal k about rabbit holes, but.
If it's a big distribution facility, it's still under
the seven-factor test that we may spend sone tine on
the seven-factor test. |It's going to be D, but all
those flows go to that custonmer. And no matter how
big that is that custoner is using. |[|f another
custoner cones over here and says, wait, the cheapest
way for me to hook on is to share a portion of that,
then we nmake an adjustnent to the ZSS charge because

then sonme of those things are shared; okay? But that
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is, | wll say a very rare -- it's sort of a

hypot heti cal occurrence. Because if nmultiple
custoners are in that area, we're likely going to --
the best way to serve it is nmake sone expansion of the
transm ssion system not to build a bunch of D.
Transm ssion assets are -- are in a sense sinpler.
That's an unusual thing to say. Usually, transm ssion
isn't sinpler, but in a sense, it's sinpler.

Just picture the ConEd grid. It's a
spi derweb of transm ssion facilities and a |arge | oad
custoner cones on in a location. W happen to have
one -- you know, it doesn't matter where. Could be

anywhere. And we have to build sone new transm ssion

as a result but for -- it's the but for cause, but
it's transm ssion. It gets used by everybody. But
that also -- to use the words of our w tness uses up

capacity on other parts of the system O her
custoners are growi ng and changi ng position and doi ng
things that require transm ssion construction.

As you know from sone of your own studies
and anal yses in the Reed docket, a lot of that is
driven by the changing | ocations of generation and the
changi ng natures of generation, not just |load. So
there are needs to do things with the transm ssion

system |If that custoner burns up that capacity, they
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have i nposed two costs on the system They have

| nposed a cost in the systemfromthe margi nal thing
that they need to do, but they've also inposed a real
cost on the systemfromthe effects on the shared

exi sting enbedded facilities and/or the expansions for
t hose enbedded facilities that will have to be nade
next year and the year and the year after because all
the capacity got burned up.

The way the transm ssion rates work now,
the way FERC has desi gned them now, the transm ssion
revenue requirenent is socialized and all ocated based
on a |oad share nmathematical fornula the way FERC has
desi gned them now. The transm ssion revenue
requirenment is socialized and all ocated based on a
| oad ratio share mathematical fornmula. ||t so happens
enpirically that the revenues that those |arge
custoners contribute that happen to fall on cluster
one nore than covers their but for cost, but the rate
design insures they're also paying their load ratio
shared cost of every single other thing on the system
They are paying their load ratio share of the entire
system

So for exanple, hypothetically, if we were
to say that cluster one, hypothetically, was a

25 percent increase in the load at the -- in the

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

: : : : : : : : Page 48
billing determne -- transmssion billing determ nate

| oads of the system they would end up paying
20 percent of all the transm ssion rates because
125 percent is 20 percent of 125 percent, if you get
me. That is a -- that is not just inposing costs in
the system it's nmaking a huge contribution to all the
other things in rate base that otherw se ot her
custoners would pay for. So that's the way that rate
design works. That's the determ nation that FERC has
currently made. There are sone proposals to nake --
have ot her kinds of rates, but -- but they all
recogni ze the network nature of the system

CHAI RMAN SCOTT: Any ot her questions? |
got one |ast one for you --

GLENN RI PPI E: Ckay.

CHAI RMAN SCOTT: -- since you're here. |
| ove the hypotheticals anyway, so |I'm not suggesting
this, and nobody else in this case is. Could we say

I n your TSA that you charge nore than the FERC rate?

GLENN RIPPIE: | do not believe -- well,
that's an interesting question. | do not believe you
could. | think it is ny belief that a court would

view that as an attenpt to change the rate design.
There's sonme precedent for |ooking at the difference

bet ween contracts that use the FERC approved rate and
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contracts that don't use the FERC approved rate.

There was a citation, for exanple, to the Tri-State
deci si on.

CHAI RVAN SCOTT:  Un- huh.

GLENN RIPPIE: But it -- it is -- | think
it is adifferent thing for a retail regulator, a
fully-enmpowered retail regulator to say as a condition
of taking retail service, we're going to assure that
you neet your obligations under the FERC rate. And to
say we are dissatisfied wwth the FERC rate, so we're
going to say as a termand condition of taking retail
service that you nust pay sonething different than
that rate, and I would also -- | would refer you to
the statutory enbodi nent of that in 16-108. | believe
It's 16-108(c), but don't quote ne on that. | may get
nmy subpart wong. That says -- and has said since the
1990 -- 1999 anendnents that the -- that the charges
for things that are regulated by FERC under Illinois
| aw are to be charged at the FERC established rates.

CHAI RVAN SCOTT: Appreciate it. Thank you.
Commi ssi oner M Cabe.

COW SSI ONER MCCABE: On the subject of
I ncrenental transm ssion systemcosts, there's a | ot
of discussion --

GLENN RI PPI E: There is.
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COW SSI ONER MCCABE:  -- in the record.
And Contd states it would be difficult to identify
I ncrenental transm ssion system costs JNGO the AG
NRG provi de evidence that ConkEd al ready tracks
I ncrenmental costs for large |oad custoners. Wy does
Contd believe allocating increnental costs would be
exceedingly difficult?

GLENN RIPPIE: So -- so again, let's --
let's be clear between the difference between T and D.
We do track increnental D. W track increnental D
very well. For T, we -- we track -- we can track, but
for Twith a couple limtations. The first is, why
we're in a cluster study? Wat do we do,
comm ssioner, if we need an increnental transm ssion
upgrade due to four custoners and that increnental
upgrade is required if any three of them show up or
any two of them show up, it becones a little bit of an

arbitrary exercise, and by the way, this is not --

this is not made up. This -- it's not purely a
hypothetical. It beconmes a little bit of an arbitrary
exercise to assign -- do you assign a quarter to each,

and then if one drops out, do you assign a third of
each?
The second problemw th that, though, is

even if -- even if you could sort of get past that,
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once that -- once that cones on the grid, that asset
starts being used by other custoners, and it's used by
ot her custoners' dynamc. Wen they first -- the fact
that it is a but for doesn't nean it's the only
custoner that's using it. So, yes. W could track
the incremental cost in the first year in that sense,
but it becones extrenely difficult to go back and
figure out, well, now we're going to retire a coal
plant or a gas plant, and we're going to build sone
wi nd, and we're going to add sone battery storage, and
the flows are different. Can you go back, planners,
and anal yze the counterfactual of whether you woul d
have needed to nake sone of that upgrade to neet sone
ot her condition, hypothetically, and that becones
really difficult to do.

So inthe -- in the short run, if you -- if
you treat but for causation as the equival ent of
i ncrenmental cost, we can do it in the short run. Wth
that conplication of sonetines, it's caused by four
custonmers, and it's not clear how you divide it up.

COW SSI ONER MCCABE:  You're giving ne
order 1920 fl ashbacks.

GLENN RIPPIE: Yes. Yes. | know It's --
it's -- | could have a 1920 T-shirt.

CHAI RVAN SCOTT:  All right. Al right.
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Thank you very nuch.

GLENN RI PPI E:  Thanks.

CHAl RMAN SCOTT: Next, the People of the
State of Illinois are presented by M. Metzger and
Ms. Janas.

M. Metzger, how are you today?

MR. METZGER: Thank you. Scott Metzger on
behal f of the People of the State of Illinois. Can |
reserve 2 and a half mnutes for rebuttal? So four
and a half for the initial presentation here?

CHAl RVAN SCOTT: Ckay. Go right ahead,

MR. METZGER: Thank you. Chairman Scott,
conmmi ssi oners, good afternoon. W have a problem
here. ConEd is seeing a staggering increase in the
nunber and size of |large |oad custoners applying for
service. Al nost all of themdata centers. The anount
of power these custoners need and the cost to serve
themis unprecedented.

In addition to the extraordi nary denmands
t hese custoners place on the system it seens
possi bl e, even probable, that a substantial portion of
the applications are speculative. This all adds up to
a trenendous anount of risk. Risk the facilities wll

be built, and the |arge loads wll not be there or
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w Il not pay enough to cover the cost. And existing

custoners who are not driving these costs and by and
| arge derive no benefit fromthemw || be left to foot
the bill.

To its credit, ConEd has recognized this
risk, and it's taken proactive steps to address it.
But while Conkd's approach is |argely ensured that
Contd is protected, we're concerned that it still
| eaves exi sting custoners exposed. The people have
proposed a pair of recommendati ons to address that
risk. The details differ dependi ng on whether the
facilities in question are considered distribution or
transm ssion assets, but in each case, our position is
that these costs should be directly assigned to and
paid up front by the large | oad custoners that cause
t hem

On the distribution side, Conkd' s existing
tari ff support the people's approach under the terns
of ConEd's R der NS or nonstandard servi ce.

Facilities are serviced that are, quote, l|larger, nore
or different, end quote, than standard service
directly assigned to the custoner.

The record in this case is clear. The
testinony of AG witness Seriak (phonetic), JNGO

W t ness Jacobs and even ConEd's own W t nesses t hat
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| arger -- large loads are -- by definition are |arger.
They require nore of everything, nore demand. The
average applicant over the past 12 nonths has
requested 700 nmegawatts of capacity. To put that in
perspective, 700 negawatts is approxi mately tw ce the
peak demand of Naperville, a city of approximtely
155, 000 people, and the threshold for ConEd's existing
extrenely large load rate class is currently

10 negawatts.

Additionally, these custoners generally
take service at higher voltages than the typical
distribution custonmer. They require nbre on prem ses
facilities, and it costs nore to serve them The
average project requires at least $10 mllion in
I nvestnent to connect to the distribution system
Al though, it can be as high as $50 mllion in sone
I nstances, and finally, the large |oads are different.

As ConEd's own wi tnesses expl ai ned, that
wasn't us, Conmm ssioner Carrigan, that was ConEd' s own
W t nesses, the size, density, and uncertainty of these
| oads present uni que chall enges from an engi neeri ng
and planning standpoint. [It's not nuch of a stretch
to treat the needs of these custoners as nonstandard.
ConkEd's existing tariffs already do this for any

custoner served at 345 kilowatts or above or for any
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sort of line extension that's beyond what Contd

considers to be standard service.

G ven the record evidence that |arge | oad
custoners have larger, nore, and different needs than
virtually any other ConEd custoner, the cost to
connect them should be directly assigned under Rider
NS. On the transm ssion side, the people propose that
as a condition of retail service, large | oad custoners
must enter into a transm ssion security agreenent that
requires themto pay up front for the facilities that
woul d not be needed but for their interconnection to
the system This ensures that the i mrense cost to
serve these custoners are assigned to the cost causer,
and it al so encourages nore efficient siting because
| arge | oad custoners are incentivized to connect where

there's capacity on the system and upgrade costs are

| ower .

The record is clear about the risk. Ten
years of guaranteed revenue will in many cases not be
sufficient to cover the full lifetine cost of the

transm ssion facilities needed to serve such
custoners. AG Exhibit 2.0 | ooked at projects
submtted to PIMto show that -- the revenue guarantee
still | eaves other custoners at potential risk of

havi ng to subsi dize approxinmately $900 mllion in
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costs. W don't believe it is reasonable for existing

custoners to bear any of that risk. There's no
question this Conm ssion has the jurisdiction to set
the terns and conditions of retail service.

Li ke ConEd, we're asking the Comm ssion to
require a TSA as one of those conditions. Unlike
Contd, we're proposing a solution that wll nore
squarely address the problem at hand. Therefore, we
respectfully request that the Conm ssion reject the
proposed order's findings and adopt the people's
recommendations as set forth in our brief on
exceptions. Thank you.

CHAI RMAN SCOTT: Thank you, M. Metzger.
Questions? Comm ssi oner Reddi ck.

COW SSI ONER REDDI CK:  |If instead of a --
let me ask this question first. Wre your conplaints
mai nly about the federal issues and the transm ssion
or you're naking the sane argunent for transm ssion
and distribution?

MR. METZGER: So fundanental ly, the sane
problemin ensuring that the cost that these custoners
are causing are paid for by them and second, that
exi sting custoners, other custoners who aren't
benefitting fromthese facilities, who aren't driving

these costs aren't bearing the risk of having the --
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of having -- of having to pay for stranded cost,
havi ng to subsi di ze these costs, so.

On the distribution side, there was sone
di scussion earlier about R der DE and the addition of
on-premses facilities. That's an exanple where we
think there's no reason to treat on-prem ses
facilities for a 50-negawatt above or above custoner
as standard service that -- that should be considered
nonst andar d.

COW SSI ONER REDDI CK:  Let's accept the
presentations by ConkEd that over the 10-year period of
the costs with the exception of footnote of the used
up cost, but the -- the cost of the facilities being
stall ed and whatever goes into that, if they are
paying -- | should be nore precise. They are securing
that entire anobunt and paying over a 10-year period
wWth the security of either a letter of credit or a
deposit to cover whatever has al ready been spent,
don't you end up in the sane place unless the -- the
10-year process bl ows up?

MR. METZGER: So | nean, that's -- the
credit risk issue is one where it could be covered by
stronger collateral, so a strong letter of credit does
address sone of that problem but the -- if that's

accurate, that at the end of 10 years, you take the
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rest of the deposit and ensure that the full cost of

those facilities has been covered, then you get nost
of the way there. You're still floating it for that
10 years, but if you have a deposit or otherw se,
strong col | ateral backed, you know, where you're not
shifting that credit risk on to other custoners, then,
yeah, it gets you -- it gets you nost of the way
there. W're saying that, for one, that's not our
reading of the existing Rider DE, that after 10 years,
if there's a balance on that deposit, it's -- it's
sucked in to pay for the cost of those facilities, but
if that's the case, that does help, but we still think
this is an approach that for, one, you have -- the
magni tude of the cost and the uncertain nature of the
cost does give you, | think, grounds to treat these
custoners differently than fitting it into the
pre-existing nodel .

COW SSI ONER REDDI CK: | don't think ConEtd
and the AG are saying exactly the sane thing. One is,
we'll pay it all. The other one is, you will pay this
anmpunt, and if it's extra, we'll keep it. Is that
what you're sayi ng?

MR. METZGER: Can you say that again,
pl ease, |'msorry?

COW SSI ONER REDDI CK: | thought you said
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that if there's sonething left at the end of the 10

years, utility would keep that and apply it for other
costs.

MR. METZGER. Right. To ensure -- so you
have a cost of a facility, say, $50 mllion to serve
the custoner, they pay their distribution rates for 10
years, and those add up to $48 million dollars, does
the utility take that rest of that $2 million deposit

at the end of 10 years and apply it toward essentially

t he bal ance of -- of those facilities, if that's the
case, then that -- yeah.

COWM SSI ONER REDDI CK: | m sunder st ood what
you sai d.

MR. METZGER:  Un- huh.

COWMM SSI ONER REDDI CK: I f the revenue
requi renment paynents do not cover the entire cost,
then you have security for that. | thought you were
saying that if you had paid the entire costs and had
noney | eft over, you'd keep it. That's not the sane
thing. | understand what you -- | understand your
poi nt .

MR. METZGER:  Uh- huh.

COWM SSI ONER REDDI CK: I f the nonth | ease
cal cul ati on reasons or any ot her reason cane up $2

mllion short, and you've got 2 mllion, then you've
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got 3 mllion in your deposit left or letter of
credit, you take two, and they -- the other one goes
back, so that you pay the whole 50, but you don't pay
any nore.

MR METZGER Right. | think -- | think
that's right, but that --

COW SSI ONER REDDI CK: And your problem
with that, if | understood what you said is that we
have not yet accounted for the cost of floating
t hat --

MR. METZGER: That's one of them and then,

again, the other concern with that is that, that's not

how we read the existing rider is that at the -- if
there -- at 10 years your obligationis -- if you pay
rates for 10 years, your obligation is retired. It's
not -- you know, so that's -- that's part of the

concern is that these are 40-year assets, and you have
10 years of obligations. Yeah.

COWM SSI ONER REDDI CK:  Perfectly
under st andabl e. Sane probl em

MR. METZGER: Uh- huh.

COW SSI ONER REDDI CK: But if we are very
clear in the order and the tariff is verified, so we
are matching the total cost with the 10-year nonth

| ease, do you have problens still or is the float
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significant enough for you that that's still a
probl enf?

MR, METZGER: | don't think it solves the
| ssue because we still think the demands of these

custoners are facing are fundanentally |arger nore

I ndifferent, consistent with the underlying principals
of the tariffs. | think it -- it's stronger, but we
still think that the nmagnitude -- the magnitude and
the types of the facilities are not standard and

shoul dn't be treated as standard servi ce.

But to your point, at the end of the day
the concern is ensuring that the risk of covering
these costs isn't shifted to other custoners if you
could design a -- a deposit and coll ateral system or
a -- yeah. A deposit and collateral systemthat's --
that sort of perfectly tighten or prevents that risk
which is what treating it as nonstandard service and
directly assigning it does, then | don't think we
woul d have a problemw th that.

COW SSI ONER REDDI CK:  Let ne throw out a
hypot hetical situation and just to see where you are.
If we did a total cost of construction, all of it,
direct and indirect costs, that are listed in the
tariff and we added to that the cost of replacing used

up capacity, and we kept -- we -- we gave the utility
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the authority to retain letter of credit anmounts or

deposit anounts to nmake sure they top up recovery, is
t hat enough for you?

MR METZGER So | -- | think
hypothetically it would be, but in practice, what
we're saying is the increnental costs, the cost to
connect should be directly assigned, and then --

COW SSI ONER REDDI CK: But if you're saying
we wi Il cover whatever it costs us to build, we're
al ways ahead.

MR. METZGER: Yeah.

COW SSI ONER REDDI CK: W have nore of your
noney than we have spent to build --

MR METZGER  Sure.

COW SSI ONER REDDI CK: -- to serve you.
Doesn't that --

MR. METZGER: | nean, that is the
fundanental issue, yes.

COWM SSI ONER REDDI CK:  Uh- huh.

MR METZGER: So if that were in practice,
i f you had that sort of -- if you had the full cost to
serve them secured over a period of tine and the full
cost to serve themfor the lifetinme of the assets that
are -- that are built, then as opposed to for just the

time that they're on the system
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COW SSIONER REDDICK: I'm~-- if |'ve paid

the entire cost of putting an asset in place --

MR. METZGER:  Unh- huh.

COMM SSI ONER REDDI CK:  -- to serve ne and
the cost of the asset itself in ny nonthly paynents,
what have | left?

MR. METZGER: The cost of the assets needed
to connect, and as well as | think this is what you
were getting at wwth the portion of the existing
systemthat they use -- so, yes. As long as you're
paying for the full cost of -- the full cost to
connect plus your use of the enbedded systemor the
exi sting system then, yeah, | think that's everything
as long as -- yes. | think that's everything.

COW SSI ONER REDDI CK: Thank you.

CHAI RMAN SCOTT:  Conmi ssi oner Carri gan.

COW SSI ONER CARRI GAN: M. Metzger, in
your initial coments, then in the conversation back
and forth with Conm ssi oner Reddick, the word cost or
costs cane up many, many, many tines. |s the AG
office -- are you capable of estinmating what ConEd's
proposal will cost ratepayers?

MR. METZGER: So what -- so AG -- on the
transm ssion side, the -- our wtness, AG w tness

Seriak, did an analysis of subm ssions at PJM and
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showed that sonme -- using the 10-year revenue

guarantee and you -- and the lifetinme cost of the
assets, you're going to have sone custoners that pay
nore under their -- under their transm ssion rate than
It costs to connect them and then you have sone that
are going to pay |ess on balance nore -- nore paid

| ess in the exposure out of, | believe it was, seven

projects was roughly $900 mllion, so. That's the --

that's what the -- that's not necessarily a cost.
It's arisk. [It's an anount at risk to be clear.
And -- and it's -- it's an analysis. You know, it's

based on what NRG wi t ness Dofinay (phonetic) as well
as AGwtness Seriak were able to pull fromthe PIM
filings.

On the distribution side, we know what the
cost to -- or there's evidence in the record regarding
what the distribution costs are to connect these
custonmers that are referred to that as -- | believe it
was ConEd w tness Perkins tal ked about the cost of the
di stribution facilities are roughly $10 mllion on
average, but sonetines as nuch as $50 mllion, so.
That's -- again, that's the anmount that is at risk,
particularly, if you're putting it into rate base and
treating it as standard, so that -- that's what we --

and that's the -- the risk that we don't think
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rat epayers shoul d have to bear.

COW SSI ONER MCCABE: The conpany has
petitioned only to revise Rider DE. \What | egal
authority can you point to that authorizes the
Commi ssion to facilitate the AG s recomended change
to Rider NS?

MR. METZGER: \Were the conpany has
proposed a rate, the Conm ssion has to determne if
it's just and reasonable, and if not, it can -- it can
| npose a replacenent rate, so we think that under the
comm ssion's existing authority to ensure that rates
are just and reasonable that you can -- you can nake
t hat change, and the conpany's al so proposed to put
that in the general ternms -- general terns and
conditions, and we think that functionally that sane
change coul d be done through the general terns and
condi ti ons.

COWM SSI ONER PARADI S: You' ve tal ked about
it alittle bit, but let me give you -- | want to give
you the opportunity to kind of wal k through the
proposal on contribution on aid of construction, so |
want to give you the opportunity to just kind of
outline what that is, then | have a follow up question
for you. | want you to do that.

VR. METZGER: Sur e. So the contri bution on
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aid of construction essentially neans direct

assignnent of the costs up front, and in cash as -- as
my col | eague -- as Contd explained with respect to,
for instance, Rider ZSS or -- or things |like for any

sort of nonstandard service when a custoner requests
that a -- their service |ine be undergrounded and

we' ve used kayak as the concept, but ultimately, it's
directly assigning those costs.

COW SSI ONER PARADI S:  So how do we deal
wth a issue of free ridership in that scenario, if we
approve that?

MR. METZGER: The issue of free ride --
on -- SO --

COW SSI ONER PARADI S:  On addi ti onal
custoners, and they would be using the sane
di stribution systemor transm ssion system

MR. METZGER: On the transm ssion side or
on the distribution side? So on the distribution
side, we -- again, this is very simlar to how the
existing tariffs function which is these costs are
identified. They're overwhelm ngly serving a single
custoner. And so that's why those costs need to be --
need to be directly assigned. To the extent that
there's sone ancillary benefit, | nean, this cane up

in the cross exam nati on of ContEd w t ness PerKkins,
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sonething that is directly assigned or treated as

nonst andard doesn't nean it -- categorically, no other
custoner ever benefits fromit and just because
sonething is -- is considered network service doesn't
nmean it's not primarily or even overwhel mngly served
or built for a particular custoner, so. | don't think
that that is the -- | don't think that that is the

deci sion point is whether any other custoner m ght
benefit fromit and that you have to think through how
you woul d deal with that.

That being said, | -- the way that -- on
the transm ssion side, for instance, the way that FERC
has handled it with respect to generator
I nterconnection everything fromthe custoner site to
the point of interconnection with the existing
transm ssion systemis assigned to the generator
custonmer to the extent that there are broader network
upgrades required, they mght fund themup front, but
if they do -- if they do benefit other custoners at
sone point in the future, there may be a credit back
for that sort of -- for that -- to the extent of that
benefit.

CHAI RMVAN SCOTT: | thought | -- | thought |
knew comng in, and then | got a little confused

during your opening statenent, so it's probably
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just -- it's probably just ne, but. Wl k ne through

where you differ fromthe conpany on the TSA, on the
transm ssion portion.

MR METZGER: So we think -- we both think
that you should require a TSA --

CHAI RVAN SCOTT: R ght.

MR. METZGER: -- as a condition of retail
service.

CHAI RVAN SCOTT: Right.

MR. METZGER: Qur -- our request is that as
part of that condition, that the TSA should say this,
and that's what we're -- Conkd still has to take it to
FERC to get approved. They're still going to do a 205
filing at FERC, but we think it should provide that --
that the -- that the cost caused by these |arge |oad
custoners are directly assigned to the cost causer.

CHAI RVAN SCOTT: Is it a matter of how
that's calculated or is that just a matter of -- of
actually needing to physically take sonething to FERC
to have it approved ahead of tinme? So is that the
only difference or is there a difference --

MR METZGER: So | think -- howit -- so
Contd i s guaranteeing the revenue under the existing
NIl TS rate that that's how the TSA proposed, but as |

understand it, that particular requirenent isn't in
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the TSA or isn't in the condition of retail service;

whereas, ours would be -- would say a particular -- a
particul ar assignnent of those costs is -- is a
substantive termof that TSA.

CHAI RMAN SCOTT: CGot it. | appreciate
that. Thanks. Comm ssioner Reddi ck.

COW SSI ONER REDDI CK: And if FERC says no?

MR. METZGER: So that's a risk under either

proposal, that FERC says no to the TSA. | think -- |
won't -- | nean, |'mnot going to m srepresent that
this is a slamdunk at FERC. So either -- but we

think this is consistent with where FERC i s headed in
a couple of respects, particularly, wth the advanced
notice of proposed rul emaking as well as even sone of

the statenments Conm ssioner Chang's occur --

concurrence in the peak code TSA case, but. | nean,
fundanmentally, we -- you know, that's -- if FERC says
no, | think there are a couple of responses to that.

Onhe is, like | said, that's a risk with any TSA
requirenment. And so we're in the sanme place, and what

ConEd said in, you know, on cross exam nation was,

well, we have to cone back to you. So that --
that's -- that was the response there.
The second -- the second point -- and |

t hi nk JNGO does a good job laying this out in the
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brief is that there are argunents that this is within

your jurisdiction, if you |ook at the Tri-State case
as well as -- as well as the recent California PUC
decision, so. It's cited in JNGO s briefs, so you
know, we think that there is risk that if FERC says
no, but. W think it's worth the risk.

CHAl RMAN SCOTT: Ckay. Thanks,

M. Metzger.

Next, we'll hear from M. Wllace and/or
M. Klein. | see M. \Wall ace.

NI CHOLAS WALLACE: (I naudi bl e).

CHAI RVAN SCOTT: Ckay.

NI CHOLAS WALLACE: (I naudi bl e).

CHAI RVAN SCOTT: Yes. So these are the
exhibits that you sent in earlier?

NI CHOLAS WALLACE: Yeah. And there's an
addition to that.

CHAI RVAN SCOTT: Ckay.

NI CHOLAS WALLACE: (I naudi bl e).

CHAI RVAN SCOTT: Yeah. So the -- the
requirenent is that the exhibits that you want to use
are filed ahead of tine, so that we're not doing
sonething like -- like we're doing right now, so. |
woul d say don't pass the PIMIletter out. The other --

t he ot her things, though, | nmean, Comm ssioner MCabe
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really wants her color copies there, so. You can

reference -- M. Wallace, you can reference the -- the
|l etter, but. Thanks. And how nuch tine would you
want to reserve for rebuttal? Okay. | don't know if
the mc's on. Check it real quick. There you go.

NI CHOLAS WALLACE: | reserve one mnute for
rebuttal .

CHAI RMAN SCOTT: Very good. So you've got
Ssix to start with here.

NI CHOLAS WALLACE: (Good afternoon. Nick
Wal | ace on behal f of JNGO  ConEd's proposal fails to
protect reliability and affordability in two inportant
respects. First, ConEd's reliance on a TSAis an
I nconpl ete solution that does not elimnate the risk
of unjust cost shift.

As 1'll explain, JNGO accordingly recomend
that the Conmmi ssion require large | oads to pay
directly for their high voltage |ine extension cross.
Second, I'll discuss JNGO s proposal to protect
reliability by establishing flexible interconnection
and bring your own generation provisions through a
foll owon proceeding to begin within 90 days.

Turning first to |ine extensions, JNGO s
testinony descri bes how ConEd currently socializes the

cost of high -- of new high voltage facilities it
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buil ds to connect |arge |oad custoners. It's hel pful

to look at a specific exanple. In briefs, we discuss
project Manteno as seen on JNGO Exhibit 3.03. Contd
I's building this project to provide service to a
single large | oad custoner with eventual |oad of 113
megawatts. ConEd plans to provide this custoner with
a new substation, the big red dot in the mddle of the
picture there and nultiple 138-kV |lines connecting to
ConkEd' s transm ssion systemat nultiple points. But
this custoner is not paying the cost of these
facilities. Instead, ConEd wll place 64 mllion of
these costs into transm ssion rate base which neans
everyone, including residential ratepayers, will pay
these costs. That violates the Public Uilities Act
fal se causation principal which states that the cost
of supplying public utility services should be

all ocated to those who cause the cost to be incurred.
JNGO and the AG propose a sinple solution to this sort
of cost shift to require custoners |like the |large |oad
here in project Manteno to pay directly up front for

| ine extension projects |like this one. That solution
adheres to the cost causation principal, and it is
fundanentally fair for the custoners that benefit from
these sorts of facilities to pay for them

Earlier you heard ConkEd argue, in essence,
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that the Commi ssion can't prevent this sort of cost

shift because FERC rules require it. Not so. The
truth is that neither FERC, nor PJM dictates how
retail custoners pay for their connection facilities
or which costs go into rate base. On the contrary, as
recently as Decenber, FERC said, quote, states have
exclusive jurisdiction over the allocation of FERC
jurisdictional costs to retail custoners. |ndeed,
mul tiple other state conm ssions have recently taken
steps to adopt the direct assignnent or approach that
we recommend here including California in the PGE
case and Kansas, Wom ng, and Pennsylvania. You al so
heard ConEd say that the TSA al one provides sufficient
protection against the cost shift based on new nunbers
t hat Contd j ust produced today.

What the record shows is that while sone
| arge load facilities may generate sufficient revenue
to cover their costs, many will not. ConEd's proposal
| eaves it up to chance whether |arge | oad custoners
cover their costs. There's no reason the Comm ssion
has to take that | eap. Qur direct assignnent proposal
reduces uncertainty and ultimtely provides nore
protection to ratepayers. Mreover, JNGO do not
oppose a TSA revenue guarantee if it is paired with

di rect assignnent of high voltage |ine extension
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costs. And there's no reason the Comm ssion has to

choose one. The TSA w |l discourage specul ative
projects and will provide additional protection to
custoners while direct assignnent will internalize the

| arge | oad custoners' infrastructure cost. The bottom
line is that this Comm ssion has the authority and

I ndeed, the responsibility under the act to require

| arge loads to pay the full cost of their new
connection facilities. Doing so is as sinple as
extendi ng the conpany's current policy with regard to
nonst andard facilities to all new |l arge | oad
connection facilities at a voltage of 138-kV or

higher. And if we can go to the next slide.

Turning to our proposal to establish
flexible interconnection and bring your own generation
provi sions through a foll owon proceeding. Contd
projects thousands of nmegawatts of [ oad growmh from
| arge loads in the conming years. Gowh at the system
as it is currently designed sinply cannot handle with
any degree of reliability. This is a profound
chal l enge, but it also presents a unique opportunity
for the Commission to establish Illinois as a | eader
on this issue. JNGO s testinony and briefs recomend
a near termfollowon proceeding to develop flexible

and i nterconnecti on standards to address these
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reliability challenges. Recent devel opnents at the

federal |evel nmake this recommendati on even nore
urgent. FERC in its PIJMcollocation order, and PIM a
board | etter announcing its proposal for |arge | oad
addi tions have nade clear the federal rules enabling
non-firm service and bring your own generation are
com ng. But as you can see on this slide, they have
al so recogni zed that states nmust act to nmaeke those
provi sions work. For instance, PJMrecogni zed that
while it can curtail |oad fromload serving entities
| i ke ConEd, it cannot pass that curtail ment down to
specific large loads, only the retail utility. ConEd
can do that and that requires a state retail tariff
that allows ContEd to offer non-firmor flexible
service. The proposed order says that the Conmm ssion
should wait until the next rate case or next rate
design investigation years down the road to consider
t hese issues. That would be a mstake. By the tine
the next rate case rolls around, ConkEd w Il have

al ready connected thousands of negawatts of new | arge
| oad custoners endangering the reliability of the
entire system That's why JNGO proposed this

foll owon proceeding to ensure Illinois stays ahead of
the issue and aligned with FERC and PJM poli ci es.

Thank you. | invite your questions.
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CHAI RMAN SCOTT: Thanks, M. Wl l ace.

Questions. Comm ssioner Carrigan.

COW SSI ONER CARRI GAN:  Just trying to get
a cl ear understandi ng, you advocate for speed to grid
I nt erconnecti on pat hway, then you al so tal k about a
fl exi ble interconnection option. Can you pl ease
expl ain how these two pat hways work toget her?

NI CHOLAS WALLACE: | invite ny coll eague,
Brad Klein, up to handl e that one.

CHAl RMAN SCOTT: M. Klein, go right ahead.

BRAD KLEIN: Thank you, Comm ssi oner
Carrigan. Yeah. Both -- both of these policies fit
neatly together in sort of a through the -- the
utility's large | oad interconnection process.

So what we've proposed here is really
threefold, reformng large |oad interconnection and
Contd to its credit is taking steps, the cluster study
process that they proposed is a good step forward on
| arge | oad i nterconnection, but it |leaves a |lot of the
detail terns and conditions that we have or generators
when they connect into our Part 466 rules, for
exanple, create a process for how you eval uate
different kinds of generation projects to ensure
reliability of the grid.

What we're proposing is that -- and there's
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significant testinony in the record from Kyl e Thomas,

for exanple, JNGO witness, who is a | eading expert in
this -- inthis field that says these |arge | oads are
creating new and unique risks to reliability that
require a simlar approach and standards in criteria
for themfor the -- that are clear. They're laid out
I n a process, and they address all the | oopholes, so.
By doing so, we would have a -- a follow on process
that allows or all the parties to create a record in,
you know, a sufficient tinme that's near term and not
stretching out over years to nmake sure when these
facilities conme online, they're safe and reliable.

Now, to your specific question about how to
bring your own generation and the flexible
I nterconnecti on would work, they'd be enbedded in that
| arge | oad interconnection process. They would enabl e
custoners that are going to create |less of a
reliability risk for the grid because they agree to
take non-firmservice at the tines that which the
systemis peaking, they say, hey, we wll agree to be
able to curtail our load, so we're not contributing to
that resource adequacy problemor reliability problem
and -- and/or through the criteria that ConkEd woul d
establish in the tariff, they agree to bring sone of

their own generation to address resource adequacy
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risks; right? The supply and demand i nbal ance that's

creating reliability problens, and al so, to be frank,
just affordability problens for those types of
custoners you coul d accel erate the interconnection
review and construction process. You' d essentially
bring those to the top of the line to the top of the
stack. That's a good way to protect the integrity and
reliability of the state's grid and service for all
custoners because those are the kinds of |arge | oads
that are going to create less risk for the grid
because they're agreeing to curtail and be fl exible,
and they're bringing their own generation. W think

t hat shoul d be recogni zed and sort of rewarded and
encouraged in ConEd's | oad interconnection review
process. So those are the ones that are going to nove
forward here in Illinois. W!'Il have a much nore
stable grid.

And just one last point, that's exactly how
we handl e generators; right? There are expedited
review tracks under our Part 466 rules for those kinds
of generators that are determned to be | ess risky,
and there's need for less construction of facilities;
right? W accelerate those. Sane idea here.
Hopeful | y, that addressed your question.

COW SSI ONER CARRI GAN:  That was
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conprehensive. Wen you tal k about the flexible

I nt erconnecti on option, what type of incentives are
you consi deri ng?

BRAD KLEIN: So -- and | want to go right
back to M. Rippie' s description about -- | think he
used the exanple of, you know, the |license plate and
what are the conditions attached to driving in this
state. Sane thing here. The Comm ssion has -- and |
a hundred percent agree wwth him The Conm ssion has
exclusive jurisdiction to determne the license to
operate as a retail custoner here. So the incentive
in a situation, we've got this unique situation where
ConEd has nore than 25 gigawatts of projects queued
up. And there's no way w thout very, very significant
I nvestnment in tinme and years to serve all
25 gigawatts. And nore as they continue to cone in.
We need a framework that determ nes who noves forward
and who waits.

So the incentive for this flexible
I nterconnection is to say, if you agree to take
flexible service under this tariff, you nove forward.
You are the ones that are going to get pulled out of
this | ong queue, the innovative conpanies, the
I nnovati ve projects, the ones that are thinking of new

solutions. Both supply and the demand side are the
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ones we reward and allow to nove forward, so that's

the incentive. Speed to grid is probably the nost

| nportant incentive for these conpanies right now, and
If we give thema franework that rewards innovation
and flexibility, there's going to be a |ot of
conpanies working really, really hard to neet it. W
want to wel cone those conpanies to Illinois. W want
to get themnoving faster. W want to say we've got a
good systemfor you to get out of this queue, get out
of the I|ine.

COW SSI ONER CARRI GAN:  Keep ne on poi nt.
How do these incentives work with ConEd' s proposed
cluster study?

BRAD KLEIN: How would the incentives -- so
with Conkd' s proposed cluster study, we woul d propose
that that in the followon proceeding that we've
recommended, and just to be specific, that that would
occur -- we would -- within 90 days, ContEd would file
sone tariff anmendnents that would add to the cluster
study process, so it's sort of to anend it or in
addition to it that would spell out how they would
reformthe cluster study to enable the projects within
that cluster to neet these conditions, and then nove
forward faster. And | think that that's one of the

reasons why we think it's relatively urgent, in
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addition to what M. Willace said, that FERC and PIM
are going to depend on states and state comm ssions to
create pathways to inplenent the federal policies and
bri ng your own generation and fl exible.

We think it's really inportant that we not
wait too |ong, because as | understand it, | nean,
Contd is noving forward with these clusters now.
Cluster one is nearly done. Cluster two i s in process
and wi Il be done soon. And so when the horse is out
of the barn, so to speak, with those projects, it'll
be too late to devel op these kinds of innovations
to -- you know, to let the project nove forward.

W're worried that we're going to be inplenenting
I nnovative solutions after there's so nuch new
capacity that's -- that's already noving forward.
W'l mss that opportunity.

COW SSI ONER CARRI GAN: And agai n, keep ne
straight here. Let's go to the flexible
I nt erconnection option and see this could be a good
option for custonmers who want it. Are you proposing
that ContEd require this for all?

BRAD KLEIN:. No. And it's a great
guestion. W're not. W're not saying that. W're
just saying, as | said before, if we have to allocate

a scarce resource inlllinois which is access to our
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grid, we want to encourage the conpanies that are
going to be protective of all retail ratepayers;
right? And protective of reliability to get on the
grid, so. So we're going to say that's a -- we're not
going to mandate it. W're not going to require
everyone to do it, but those that are willing to get
creative, we're going to reward that.

COW SSI ONER CARRI GAN: Chai rman, |'m good
for now.

CHAl RMAN SCOTT: So let ne follow up on
this, M. Klein, and -- and | mght -- | mght agree
wWith you on the bring your own, and | m ght agree with
you on the flexibility interconnection. I'mtrying to
figure out how !l put this into a tariff case instead
of into sonething el se, because what you've -- what
you' ve laid out reads amazingly |ike proposed
| egislation | just -- | just read. And so the
guestion becones, it is -- where do | find the
existing authority to take a tariff that's dealing
wth a large rate and put into that requirenents
around how the load is going to performin the
fl exi ble case or even what the load is and how t he
generation is going to serve that in the -- in the
Beyonce (phonetic) or bring your own case. So how do

| -- howdo | -- how do | nmeke that work given the
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existing authority and -- well, start there.

BRAD KLEIN: Yeah. Yeah. Thank you. |
t hought where you were going to go, as | said, is that
our proposal | ooks amazing, |ike what FERC and -- and
FERC and PIJM were going; right? Wichis, | feel I|ike
we anticipated that, and it reflects a real novenent
inthe -- inthis -- | nean, a | ot has changed since
things were filed, and things are noving towards this
point; right?

CHAl RMAN SCOTT: It does, but they don't
get totell us howto -- howto do that, so.

BRAD KLEIN: Right.

CHAI RMAN SCOTT: So the question becones
not whether it's a good idea, it's whether | can do it
under the existing authority we've got.

BRAD KLEIN: Exactly. And | think that's
why | think reading the PIJIM board letter is so
I nportant on M. R ppie's statenent that states
absol utely have jurisdiction to create conditions of
retail access and retail service, says the exact sane
thing in the PJMboard letter in the FERC rule, and in
fact, it even says it -- it says we're asking states
to do this because we, PJM recogni ze we do not have
jurisdiction.

CHAI RVAN SCOTT:  Uh- huh.
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BRAD KLEIN: FERC does not have
jurisdiction over the retail custoners. They can only
do it by curtailing ConkEd as the | oad-serving entity.
If we do not have a tariff in Illinois to allocate
that curtailnment, then PIMis noving forward fast. W
said we want to have this done and in place and in
service before the end of this year. If we do not
have a tariff in Illinois to allocate that curtail nent
fromConkd to its retail custonmers, we're stuck, and
they're going to have to curtail it -- | don't know.
| -- 1'd ask them curtail custonmers generally.

Curtail residential custoners. So that's why we --
and so the record is really clear, and if you | ook at
Exel on's argunents to PJM you know, it's a hundred
percent consistent. States have jurisdiction over
retail rates and rate design and retail custoners.
You're allocating that to the retail custoners through
the large | oad interconnection process. And we think
that that authority's really -- the last thing ||

say on this -- Section 9201 C of the Public Utility
Act is very clear that in a tariff case, when the
Comm ssion is review ng a proposed tariff, they can --
t hey have the -- the Conm ssion has the obligation to
ensure that they determne that tariff is just and

reasonable, and if not, alter it, nodify it or even
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adopt new rates, and newrates in terns in lieu
thereof, and the statute uses that |anguage in |ieu
thereof to ensure that the resulting tariff is just
and reasonable, and we think the record is really
strong, especially with Kyle Thomas's testinony that
reliability and resource adequacy are at risk, that
w t hout doing this, we don't end up with a just and
reasonabl e rate.

CHAl RMAN SCOTT: So when you tal k before
about you nmade the other analogy to the 466; right?
But those are regs that are there already, and yes,
you could do sonething in relation to that, because
those regs already exist. What -- other than the
generalized statenent in 9201, which | get. \What --
what do | have that tells ne that | can take --
because -- because | think we're all agreeing that
we're in newterritory here, so howdo |I -- how do |
make sure other than just a generalize statenent,
9201, understandi ng what -- what PIJMis saying,
under st andi ng what FERC i s saying, but they're -- they
don't have control over what our authority is to do
sonething froma Conm ssion standpoint. |[|s there
sonething in addition to 9201 Cthat | can rely on
to -- to do what you're asking us?

BRAD KLEIN: Yeah. The Public Utility Act
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gi ves the Comm ssion plenary authority to ensure just,
reasonabl e, affordable, reliable electric service.
This record, we think, is very credible in
denonstrating that existing service requirenents,

not wi t hst andi ng Contd' s proposals, which we think are
noving in the right direction, and we think are
certainly better than the status quo, and we think you
shoul d adopt them right? But notw thstandi ng those,
we think that the status quo tariffs do not result in
just and reasonabl e service because they put
affordability at risk, and they put reliability of the
grid at risk. Those two very core conponents of your
pl enary authority under the Public Uilities Act.
Section 9201 Cis procedural, and it tal ks about what
you do when you receive a tariff proposal, but that's
not the universe of your authority. Your authority
cones fromthe Public Uility Act generally to ensure
and -- and the obligation to -- to assure just and
reasonabl e servi ce.

CHAI RMAN SCOTT: So the request is to
approve what they've given us, but then tell themthat
they have to file a second tariff after this process
and cone back to us.

BRAD KLEIN. Wth a record. Absolutely

right. It's both and proposal. Approve this with
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a-- wth the filling the |oopholes around direct cost
assignnent for transm ssion costs that M. \Wll ace
denonstrated; right? Step one. And we think that can
be done on this record. And step two, conme back in a
near term proceeding within 90 days to -- with

gui dance fromthe Comm ssion, so we're not just in an
abstract nebul ous proceeding, but that sets very clear
expectations that within 90 days, the conpany devel op
and file a tariff anmendnent that addresses the
reliability and resource adequacy issues around | arge
| oads through -- by fixing their large |oad

I nterconnection -- inproving the |arge | oad

I nt erconnection process with flexible interconnection
and bring your own generation incentives. And then
that would create a record under it with a schedule
that would conme to you again for a decision to approve
t hose anendnents. And we think that would get a
decision in Illinois, if the schedule is appropriately
aggressive within the tine that PJM and FERC are
wor ki ng on their curtailnment, non-firmservice, and
bring your own requirenents so that we are in a
position to i nplenent those policies and not wait and
not | eave other custoners at risk for curtail ments
that PJM makes to ConEd wi thout any tariff in place to

al l ocate that.
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CHAI RMAN SCOTT: Thanks, M. Kl ein.

Questions. Comm ssioner MCabe.

COW SSI ONER MCCABE: Did the timng and
scope of this proceeding [imt the ability of parties
to resol ve sone of these issues?

BRAD KLEIN: Yes. And the quickly changi ng
nature of the large |load issue, generally, in the fact
that within our docket after we filed direct
testinony, PJM and FERC cane out with proposal s that
| ooked very nuch |ike the ones our w tnesses put in.

CHAI RVAN SCOTT:  Conmm ssi oner Paradis
anyt hi ng?

COW SSI ONER PARADIS:  No. | think -- |
think I -- well, just to be clear, you support
everything that ConkEd's put up, so you want to cl ose
the I oophole -- | think they referred to in DE --
continue where we're at wth the nonstandard and the
ZSS, and you want to do a new -- what kind of tineline
are we tal king about, because as you just said, things
are changing all the time. So how do we best address
t hat when who knows what could be filed three nonths
from now?

BRAD KLEIN: Yeah. | want to take that in
two parts. First, just to clarify the first part, we

support what Contd has proposed, and we think that you
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shoul d approve it with the additional fix to -- to
fix -- to ensure that large loads are directly
assigned the cost of their line -- what are

effectively line extensions, high voltage |line
extensions, directly to serve them

Li ke the project Manteno di agram those --
and this gets to, you know, the discussion with
M. R ppie, we are not proposing direct assignnment of
the upstreamtransm ssion network cost. W agree that
those up -- there will be a need for nore upstream
transm ssion driven by large |oads. As |oad grows, we
need a bigger transm ssion system W' re not arguing
for direct assignnent of those costs. W think the
ConEd TSA proposal actually is appropriate for those
upstream transm ssi on costs. However, there are
certain things that are neant only to serve |large | oad
custoners. The red line on the diagramto Manteno,
the substation; right? That's just a |ine extension.
And you can -- you -- we know how nuch that costs.
ConkEd has filed that with PIM That can be directly
assi gned under the status quo that's getting fol ded
into transm ssion rates, too, and socialized even
though it's built specifically for one specific
custoner. So that's the distinction. W support

where ConEd's going, but we think those things that
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are effectively line extensions for one specific
custoner can be direct -- can and should be directly
assi gned under your retail rate authority.

Secondly, to your question about |ike, what
happens next, and how do we know when we're done, we
have no illusions that this is the last tine we'll be
before you on large load policy. |It's very likely
we're going to keep working on this for a long tine,
but we've got to start sonmewhere, and there's a huge
risk to us not starting now and having this kind of
proceedi ng to devel op the policies where we actually
know where the buck is going because FERC has said it.
PJM has said it. [It's going towards bring your own
generation. |It's going towards non-firm service. And
there's a very strong record in this case descri bing
why that's just and reasonabl e and necessary to
protect reliability and resource adequacy and ot her
custoners in Illinois. W know where it's going, so
let's start. Let's not wait on those things, get
sonething in place that can inplenent those policies
and protect Illinois custoners, because if we don't
act now, it's that sane dynamc. There's going to be
a lot of projects that are approved with no
protections, and it's so nuch harder to claw back or

try to apply things retroactively than to create the
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framework on the front end, and noreover, creating
that expectation in the -- the expedite -- the
opportunity for expedited interconnection wll pause
t hese conpanies to roll up their sleeves and get to
wor k and be creative and create the solutions on the
front end. It's so nuch easier to do it then when
you're planning a project than to sort of say to a
project that's already been connected, hey, you know
what? We're going to have to curtail you. You're
going to hear a | ot of howing about that and nmaybe
| awsuits; right? Like, soif we can stay on the front
end, we're going to reward you. |If you can be
flexible, you' re going to get innovative projects that
are designed fromthe start to be able to acconplish
t hat and do that.

CHAl RMAN SCOTT: Can | follow up one nore
time on that? So following that, I'll -- to its
| ogi cal end, given what you're saying the record
exists in this right now, and you're saying the
generalized principals, why do I need the 90 days in
the process? Wiy don't | just order -- why don't we
just order ContEd to add the stuff to their tariff now?
Coul d we do that?

BRAD KLEIN: | think that's a -- | nean,

we're asking -- that's what we're asking. W're
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asking for the Commssion's order, and | think if you

| ook at page 23 of our -- of our brief on exceptions,
we sort of pick that excerpt of what a suggestion of
what the Conm ssion m ght consider including inits
order which is essentially order ConEd to work with
st akehol ders to develop and file proposed | arge | oad
I nterconnection standards that include these four

t hi ngs.

CHAI RVAN SCOTT: That's not what |'m
asking. I'masking if there's enough in the record
right now for us to do it in the order wthout sending
you back to go do this and cone back to it.

BRAD KLEIN: | absolutely think there is.
| mean, we tried to put enough -- | think there's a
| ot of evidence in the record, and it's supported by

the orders from-- for PIJIMthat this is happening,

that you could. It would require crafting exactly
what that -- that |ooks like, but that could be
massaged t hrough a proceeding. So, you know, | think

you could nove right toit. W think a 90-day period
to work with the conpany and stakehol ders is
reasonabl e under the circunstances. But -- but |
think there's enough -- | think you certainly have the
authority, and there's enough in the record for you to

do it imediately.
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CHAI RMAN SCOTT: Thanks, M. Kl ein.

Commi ssi oner Reddi ck.

COW SSI ONER REDDI CK: To the relief of
many, |I'mlosing nmy voice. |I'm-- I'mrecalling what
was said by M. R ppie, M. Mtzger, and you. It
seens to ne that M. Metzger is focusing on the
cal cul ations, the dollars, what do we recover, and how
do we recover it. M. Rippie explains that he -- that
explains. |'mnot sure we can figure out a way to do
that. You say FERC is headed in the right direction,
but they're not there yet. So we're going to have
to -- if we follow your suggestion, overlap what
they're doing, that's different fromwhat you say we
shoul d do.

And finally, you've got what seens to be a
real focus on the process as opposed to the dollars.
And that may neke it an easier decision, but it brings
it with sonme math that | can't do, so. To follow on
the chairman's question, where -- how do we do this?
We don't have a record that goes that deep into the
woods.

BRAD KLEIN: | synpathize with Iike the --
it's conplex, and I had to learn a lot in this record
about the difference between a distribution

expenditure and a transm ssi on expendi ture and
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following the noney on this. If | could -- and |

t hi nk maybe this exanple Iike what nade this easier
for nme is, really looking at a project, one project,
and nmaybe if we could pull up the Manteno, project
Mant eno slide again, hopefully, this addresses your
guestion, because if you'll notice on that diagram
there's a new substation built for project -- for one
| arge | oad custoner, project Manteno. There's two
feeders comng into that substation. Both feeders are
I ntended, specifically, to serve that |arge | oad
custoner and nobody el se. Those are connection
facilities for the custoner.

The first feeder, it's in Phase 1. It
shows -- it says, tap configuration. ConEd directly
assigned the cost of that to the custoner. It did not
put that in the transmssion rates, and if you | ook at
Phase 1, and you can see it on the left side of the
screen, it says estimated transm ssion costs zero
dollars. And this is what they're -- they're -- this
Is fromConkEd's filing wwth PIM right? O their
transmssion filing, so. They're able to do this.
They knew what that first tap cost. They knew how to
directly assign the cost to the custoner. And the
custoner paid for it; right? Agreed to pay for it.

And it didn't go into transm ssion rates. Wen they
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put the second tap in, the second feeder, sane

function; right? Then they estimated that cost again
at 64 mllion, but they did put that in the

transm ssion rates, and they did that based on their
proposal in this case about defining it or
functionalizing it as transm ssion. Now that there's
two feeders into one point, they said, okay, that
satisfies FERC s seven-factor test. Nowit's

transm ssion, nowit's going to PIM But the

Comm ssi on and FERC has been very, very clear about
this. The Conm ssion never intended the seven-factor
test to be used to define cost allocation for
facilities that the retail facilities that -- retai
utility builds for a custoner. The seven-factor test
was designed for a different process that, you know,
nmy col |l eague, Nick Wallace, could go deep into, if you
have further questions on that. This exanple sinply
shows that the sane type of infrastructure -- this is
not that hard. They can -- they know how nuch it
cost. They know it's connecting a specific custoner.
They can put a dollar on it, and they can directly
assign it. W're proposing both of those are,
effectively, line extensions. W know the cost, just
directly assign that full cost to the custoner instead

of socializing. So it shows up in everybody else's
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rates. | hope that addressed where you're going.

Li ke, because using the specific exanple, you can see
that it's really not that conplicated for these -- al
the upstream stuff. The network behind this that goes
beyond this picture, there's other transm ssion costs
that are going to have to expend to bol ster and nake
the transm ssion network nore robust. W' re not
proposi ng any change to that. W think the TSA is
appropriate for that. And we think that will ensure
that these custoners remain in place and have a
revenue guarantee over the long-termto pay for all
that network, but this stuff is easy. This is just

| ine extensions; right? W do this on the
distribution systemall the tine.

COW SSI ONER REDDI CK: I f you do that,
you're going to have to define that line. If you want
to do what the chairman says, what does he; right?

BRAD KLEIN: Yep. Look at this -- and we
cite the P&E California PUC order. 1In the PGE case,
it's cited in our brief. W could pull the reference.
They do exactly that, and in fact, they include a
picture. It looks a lot like this, and they draw
lines init, and they say, if it's a |line extension,
we, California, direct P&GE to collect that directly.

If it goes beyond that dotted line, it's not a line
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extension. [It's an upstream network cost that goes
into transm ssion rates. It's exactly what we're
suggesting. There's precedent for it. It illustrates

there's jurisdiction for states to do this. And it's
not that hard.

COMM SSI ONER REDDI CK: The picture you're
showi ng us, you've got direct service to the red dot,
custoner, and the next picture, you' ve got two |ines
to the sanme custoner. How do you differentiate nore
service to one person or one custoner that | ooks very
| i ke the other except nore capacity, and then service
to one customer, but because there are two |ines,
there is at |least a theoretical possibility that it
coul d be used by sonebody el se, that sort of thing.
That's -- that's what you're asking us to do on this
record.

BRAD KLEIN: | actually read it kind of the
opposite of that because there -- these are feeder
lines going directly to the sane custoner. | don't
know al |l the reasons why Manteno or the custoner
Mant eno m ght want redundant transm ssion service. |
know t hey want very, very, very reliable service. |
I magine this is a redundancy to provi de even nore
benefit to the custoner than a single service line

woul d get which nmakes it ironic and sonewhat

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 98

par adoxi cal that -- that one that provides even nore
extra reliable service to one specific custoner is a
thing that all of us are paying for in a socialized
rate; right? W're paying the 64 mllion. It's
socialized. Now, it'll be subject -- it'll be secured
by the TSA over tine, but effectively, it's going in
the transm ssion rates that everyone wll pay, even

t hough there's no denonstration on this record, and no
one is -- no one has denonstrated in this record that
that second |ine provides any service or any benefit
to any ot her custoner but that one custoner, and Contd
with a burden -- has the burden of proof, had an
opportunity. W put testinony in pointing this out in
our direct that this was a problem There was never a
rebuttal saying, no, actually, that |line serves |ots

of custoners or is benefitting other custoners than

Manteno. It's -- it's for that custoner.
COW SSI ONER REDDI CK: | think a nunber of
us is still struggling with, where do we get what we

need wth that in an order? It may be a great idea,
but. Aside fromthe big picture, concerns that the
chai rman tal ked about, there's the weedy stuff I|ike,
how do you draw a |ine, how do you cal cul ate the right
nunber, how do you prevent the custoner from paying

for sonething that he's paying for anyway because FERC
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hasn't gotten to where you are?

BRAD KLEIN: And the last thing I'll say
on -- on this point is, it helped ne i mensely to read
the P&E order from California, specifically, because
It does the hard work for you -- us all already. It
drew the line, and I think it drewit in a very
reasonabl e way that said, we know what |ine extensions
are; right? W know when sonething is built
specifically for a custoner, and we're just going to
literally draw the line that that should be paid for
by the custoner. |It's benefit -- that it benefits.

CHAI RMAN SCOTT: Thanks very nuch. W
really appreciate it, M. Klein and M. Wall ace.

Thank you. You've all been very patient. W have to
get a R cola for Conm ssioner Reddick, so we're going
to take -- we're going to take 10 and cone back around
10 "til or five "til, then we'll join up wth

M. Townsend.

CHRI S TOAWNSEND: Thank you.

CHAI RMAN SCOTT: Ckay. W're all ready to
go? M. Townsend representing NRG How nmuch tine
woul d you like to reserve, if any?

CHRIS TOMNSEND: 1'd like to reserve one.

CHAI RMAN SCOTT: One minute. Al right.

So you'll have six. Good to go.
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CHRI S TOANSEND: (I naudi bl e) Chai rman

Scott.

(Silence in audio.)

TIMPAYNE: M. Chairman, this is Tim His
m crophone i s not on.

CHAl RMAN SCOTT: Al right. Part 2, get to
redo it.

CHRIS TOANSEND: Are we resetting, please?
Thank you. Second verse sane as the first.

CHAI RMVAN SCOTT: Thank you, Tim

CHRI S TOANSEND: ConEd has identified two
| egitimate goals, protecting consuners fromcost shift
and attracting large |load investnents to Illinois
I nvestnents that bring jobs and | ong-term econom c
growth. NRG supports both of those subjectives. The
problemis, structural as designed Contd's proposal
fails to achieve either of those goals. The record
denonstrates three poor issues. The proposal is not
cost based. It is inflexible, and it especially beds
a whol esal e construct that's beyond this Conm ssion's
control .

First, the proposal is not cost based.
This conm ssion's ratemaki ng franework centers on
all ocating recovery of prudently incurred costs, |arge

| oads shoul d pay the increnental costs that they
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cause, and NRG agrees with that principal. But

ConEd' s proposed structure requiring a TSAwith a
mandatory letter of credit isn't tied to increnental
costs. It secures 10 years of projected transm ssion
revenue under worst case assunptions. Using ConEd's
oral argunent figures for purposes of argunent,

i ncrenmental upgrades total roughly $950 mllion while
the security exceeds $2 billion.

The critical point is this. At the project
| evel a revenue-based TSA doesn't reliably protect
consuners. As M. Dofinay's analysis showed, in sone
cases, it immterially under secures relative to the
facility's costs, neaning other custoners renain
exposed. In others, it demands collateral that's
several tinmes greater than the cost associated with
the facilities. A nmechanismthat cannot reliably
match collateral to the actual costs does not sound
| i ke consuner protection. Rate design is intended to
send efficient price signals about system i npacts.
When collateral is tied to projected revenue, rather
than increnental costs projects that efficiently use
the existing infrastructure end up getting over
securitized while projects that drive significant
upgrades have security that's nuch I ess than their

actual cost exposure. That's precisely the wong
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price signal. This distinction wll be illustrated

sinply if atenant is noving into the top fl oor
requires upgrading a building' s elevator. The
appropriate response is to assign that tenant the

(i naudi bl e) of the upgrade. That's cost causati on,
but the solution is not to charge the tenant for cause
unrel ated to the upgrade, and it's certainly not to
charge the tenant a 10-year guarantee of projected
revenues regardl ess of what the upgrade actually
costs. The sane principal applies here. Large |oads
shoul d bear the incremental transm ssion costs that

t hey cause. No nore and no | ess.

Second, the proposal is inflexible. The

mandatory one-size fits all letter of credit does not
calibrate security to the denonstrator risk. It
doesn't scale with ranping load. It doesn't allow

equi val ent instrunents that can provide pronpt and
forci ble paynent. Reasonable alternatives including
properly structured security bonds and phased security
can protect other customers while preserving
flexibility. Consuner protection requires security
aligned with actual exposure, not the nost rigid
I nstrunment s.

Third, the proposal enbeds whol esal e

constructs that are beyond this Conm ssion's control.
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The tariff nmandates execution of a FERC-approved TSA

with collateral equal to exactly 10 years of projected
transm ssion revenue. |If FERC nodifies the construct,
changes the term adopts sonme cost space nodel
i nstead, this Conm ssion would need to revisit the
tariff to conformto that federal change. Retai
tariffs should be designed to endure as federal policy
evol ves. NRG doesn't dispute the Conm ssion's
authority to establish conditions of retail service.

The question is, howis that authority
exercised? Wth respect to the distribution |evel
| npacts, NRG supports ensuring custoners' bear
distribution state cause using the existing R der DE
and Rider NS, but the central issues in this case are
the TSA and the nandatory letter of credit.

In short, the Comm ssion can protect
custoners and attract large | oad i nvestnent and the
j obs associated with them By adopting a franework
rounded i ncrenental cost recovery proportional and
flexible security and durable tariff design, NRG
respectfully requests that the Conmm ssion adopt a
final order that aligns responsibility with actual
systeminpacts. No nore and no | ess. Thank you.

CHAI RMAN SCOTT: Thank you, M. Townsend.

Questions? Comm ssi oner Reddi ck.
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COW SSI ONER REDDI CK: Wuldn't it be true

that facing the collateral security on cost instead of
on the revenue requirenent woul d | eave what ever
di fference between revenue requirenent and cost for
sonebody el se to pay?

CHRIS TOMWNSEND: Well, it would either
| eave or it would match the costs to the revenue so
that there -- it would actually cover whatever the
costs were for those facilities. So there wouldn't be
a -- agap in the revenue or -- because the goal is
not to match revenue. The goal is to cover the costs.
You don't want ratepayers to be stuck with costs that
they didn't cause, and that's what the increnental
revenue requirenment proposal for -- of M. Dofinay
does.

COW SSI ONER REDDI CK: But if a custoner
requires a certain piece of equipnent that costs X
you can't get to that without all the things that go
along wwth it under regulatory structure and revenue
requi renments as the final product of including.

CHAl RMAN SCOTT: Excuse ne just a mnute.
Ckay. Go ahead. | wanted to nmake sure whatever was
on the screen is now off the screen, so. Thank you.
Go ahead, Commi ssi oner Reddi ck.

COW SSI ONER REDDI CK: | didn't notice.
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But -- but | think revenue requirenent is kind of a

catchall termfor direct cost, indirect costs, all the
other things that go into revenue requirenent
calculation, and if you don't collect all of that from
the large -- new | arge | oad custoner, sonebody else is
going to have to pay them That's exactly the
opposite of what you said about effecting the cost.

CHRI S TOANSEND: But the revenue
requi renent is based on the costs and who is it
that -- and the purpose of rate design is to match the
cost with the cost causer, not with the revenue with a
hypot heti cal 10-year revenue stream So the question
Is, what is the goal that you're trying to achieve
wth rate design? And --

COW SSI ONER REDDI CK: Wl |, one of the
goals is to protecting the other ratepayers.

CHRIS TOANSEND: Protecting them from
having to pick up the costs associated with the costs
t hat other new custoners are inposing on the system

COWM SSI ONER REDDI CK: But if everybody

pai d margi nal costs, then where's the -- all the
rest -- you know, the revenue requirenent that --
that --

CHRI S TOAWNSEND: Everyone is contributing

to the revenue requirenent. Everyone pays those costs
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and it -- what you saw --
COW SSI ONER REDDI CK: You think the only
bear to cost is of the equipnent that | require?

CHRIS TOANSEND: No. You're still

paying -- you're still paying the costs that are the
transm ssion rate. You're still paying those costs
because that's what was -- the rate was set --

COMM SSI ONER REDDI CK: I's this discussion
at the FERC transm ssion |evel?

CHRIS TOANSEND: It is.

COW SSI ONER REDDI CK: Ckay. Then |'1
change the questions then. Wether that gets approved
Is going to be a FERC decision. Wether it gets
proposed would be an Illinois decision.

CHRI' S TOANSEND: Be a Contd decision or it
could be a petition that the Commerce Conmi ssion could
file before FERC. There are obviously a nunber of
different foruns that are -- that are put forward at
FERC.

COMM SSI ONER REDDI CK: You can do that?

CHRIS TOANSEND: Definitely. There's al
sorts of different fol ks that could be advocating
things at FERC, and they are. And there are all sorts
of different proposals that are noving forward at

FERC. Qur point is, that you shouldn't lock in in
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this tariff a specific -- what happens if FERC deci des
that it's not going to approve TSAs, for exanple.
None of those TSAs in ConEd's oral exhibit have been
approved by FERC. You would have a retail tariff here
t hat says you nust sign the TSA, but FERC cones out
with a decision that says, we're not going to do TSAs,
and by the way, this tariff does include mandatory
rate design. It does force two things. It forces it
to be a 10-year revenue guarantee, so 10-year and tied
to revenue. |f FERC decides it should be 15 years or
five years, then you have to cone back and change this
tariff. |f FERC decides it should be cost based as
opposed to revenue based, you have to cone back and
change this tariff. So you are trying to nmandate in
this tariff. ConkEd's proposal would mandate in this
tariff or suggest in this tariff what the design
should be for a FERC jurisdictional agreenent.

COW SSI ONER REDDI CK: Well, | -- | won't
pretend that | could do a cost base rate that FERC
woul d automatically agree with. Your disagreenent is
over cost just as there are with revenue requirenent
versus (i naudible).

CHRIS TOAMNSEND: The question is, should
you -- should you enbed that in a retail tariff,

shoul d you i nclude those requirenents -- you could
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certainly say that that the large | oad custoners nust

agree to abide by FERC s decision with regards to cost
all ocation associated wwth their facilities. No
guesti on.

COW SSI ONER REDDI CK: W' re not goi ng
strictly rate design here. One of the things that
we're looking at is a unique nature of the custoners
that are com ng (inaudible) nonstrous for |lack of a
better word, potential inpacts if these costs aren't
covering all of themand protecting the ratepayers for
not causing this cost. Now you -- that's not going to
be an exact agrammatic solution, so how would you
protect the ratepayers?

CHRI' S TOANSEND: So again -- and your
question actually goes to exactly the point that we're
maki ng. You should protect themfromthe costs.

And -- and that's -- that's not what Contd's proposal
does. It was referenced earlier --

COW SSI ONER REDDI CK:  Yeah. W're not
novi ng anywher e.

CHRIS TOANSEND: Ckay. But that's -- the
question is, how do you protect then? You advocate at
FERC for a cost base solution within a TSA or anot her
mechani smthat protects ratepayers fromthose costs.

You don't enbed it. You don't enbed those specific
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terns into a retail tariff that if FERC for whatever

reason changes those two nechani sns, changes it from
10 to 15 to five, if -- you have to reopen this and
create regulatory uncertainty for everyone, and in the
nmeanti ne, by the way, the answer -- what happens with
| arge | oad devel opnent? ConEd's answer is, well, if
It doesn't match up, we cannot connect them so
they're not going to get connected, because they
didn't sign a 10-year TSA agreenent. That's not the
nessage that the state wants to send, | don't think.
They -- you're going to have to wait until you cone
back and get this done and especially because there's
no reason. Wiat's the benefit of saying 10 years in
this -- inthis retail tariff? |It's not going to
change FERC s mnd as to whether it's going to be 15
or five. What is the benefit of saying it's going to
be revenue based in this tariff, if FERC decides that
it's going to be cost base? Wy -- why would we have
to conme back here? You didn't have to do that. |If
FERC conmes up with other nechanisns that aren't

i dentical to those two characteristics, then this
tariff should be able to endure. You shouldn't have
to have anot her proceeding to cone back here to change
t he wordi ng based on this.

CHAI RMAN SCOTT: So you're advocating

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

taking out the letter of credit

CHRI' S TOANSEND:

that it's necessary --

CHAI RVAN SCOTT:
CHRI S TOANSEND:
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requi renent ?

So the -- we don't think
Necessary.

-- or appropriate. To the

extent that there is a requirenent that there be a

|etter of credit,

mechani sns that provi de consuner

CHAI RVAN SCOTT:

M. Townsend,

right now protective of the other custoners? |

it should also allow for

Is the systemthe way that

ot her
protections.

So in -- in your opinion,
it functions

nmean,

you using the nechanisns that are available right now?

CHRI S TOANSEND:

guestion of ConEd.

for exanple, that Rider

CHAI RVAN SCOTT:
CHRI S TOANSEND:

earlier?

CHAI RVAN SCOTT:
CHRI S TOANSEND:

peopl e have gotten through the | oophol e?

answer i s,
one.

that's going to conme up.

be covering within this R der

Are there enpirical

that they don't have any.

So we're trying to antici pate sone ot her

Yeah. So we asked that

exanpl es of,

DE | oophol e --

Uh- huh.

-- that they referenced

Uh- huh.

Wio is all -- how many
And t he
There's not a

probl em

What costs are they going to

DE | oophol e? W don't
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know. | nean, you heard them say that R der ZSS is
going to handle a I ot of the nega extraordi nary
custoners, so now we're tal king about how nany
custoners fall into that next range. They don't know.
There's no evidence in this record. Wat are the
costs that those Rider DE -- what is -- give us the
exanples; right? Take it down to a project and wal k
us through. That doesn't exist in this record. W
understand that there's a fear that that could exist,
but that fear, we've got other cases to tal k about
changing ConkEd's rates on a regul ar basis; right?
Well, I'Il tell you rate cases exist for a reason.

The rate design conmes up within that. W don't have
the enpirical evidence in this record, and you have to
make the decision on the record; right? W can't |ook
at all of these other things that are out -- in this
record, there's no evidence that that's happened.

CHAI RVAN SCOTT: So we should -- so the
thing to do would be just reject what's -- what's in
front of us and --

CHRIS TOAMNSEND: Like, with regards to
the -- those issues, hey, having said that, there are
things that Contd's tariffs do, |like, require nore
noney for the study and --

CHAI RVAN SCOTT:  Uh- huh.
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CHRIS TOAMNSEND: -- provide for clear

I nt erconnection standards. Those all nake sense;
right? You know, one of the NRG s proposals is that
ConEd shoul d be required to give a reasonably binding
estimate of what the interconnection costs are for the
facility. That nmakes sense. You know, that would be
hel pful to everyone, so. Those types of things
certainly you can do in order to be able to get ahead
of that, and again, we've got a |lot of foruns going on
inlllinois to talk about these nega changes. And all
of these discussions should be a part of those

di scussions -- or should be built into those other
processes, but in terns of the specific on Rider DE,
that one, this record doesn't give you the -- the

evi dence that you need. | nean, you have to base it
on evidence, and they don't give you that. Let them

cone back in their multiyear rate case and provide it

t here.

CHAl RMAN SCOTT: (O hers? Conm ssi oner
Par adi s.

COW SSI ONER PARADI S:  Sure. 1'Il give it
a whirl. One of the things that canme up, so we've

talked a little bit about letters of credit and surety
bonds. One of the argunents that ContEd nade

supporting letters of credit as opposed to surety
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bonds is the immediate liquidity that they provide.

So can you provide a -- an exanple? So your
argunent -- let ne nake sure |'mcorrect, is that
surety bonds are equivalent, essentially, to letters
of credit.

CHRIS TOANSEND: Not all of them but you
can draft -- it's a question of legal witing at that
point; right? Wuat is it that you put into the surety
bond to make it equivalent to a letter of credit?

COW SSI ONER PARADIS: So is it possible to
then draft that so that a -- so a surety bond is going
to pay within one day |like you would --

CHRI S TOANSEND:  Yep.

COW SSI ONER PARADIS: -- with a letter of
credit?

CHRIS TOAMNSEND: Exactly. And that's
what -- that's what is in the record from M. Dofinay,

and that's what PJM does, so. The -- the specific
conditions are in M. Dofinay's testinony at pages 25
and 26, and it lists off -- it's an unconditional pay
on demand | anguage, so. Contd asked for it. They
pay. Next day funding, waiver of defenses or you're
not going to be going into court to object to it.
Readi ng requi renents for the surety,

beneficiary-controlled fraud rights, all of those are
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things that are in the record that you can say, well,
those are the types of things that you need to have to
make it equival ent.

COWM SSI ONER PARADI S:  So one of the other
things that ContEd notes that PIJMreally only all ows
surety bonds and limted security anounts and
prohibits themfrom high risk FTR market activity.

Wiy woul d this Conm ssion want to take a | ower
st andar d?

CHRIS TOANSEND: Yeah. | -- so that
argunment wasn't really fully devel oped on this record.
You won't see those argunents in this record. The
| dea that ConEd has -- or that PJM has a cap on -- on
the way which it allows for surety bonds, that's not
in the record. It -- we had additional discussion in
the briefs about whether or not you can do that
appropriately and whether or not those are actually
equi val ent protections, but in terns of |ooking at
whet her they are equival ent protections, we've got
very strong testinmony from M. Dofinay that says these
are -- you can craft these to be equival ent
protections. And so you wouldn't be just settling. |
don't think that you should settle for anything that
woul d provide those types of risks or the list of

horribles that you're -- you know, that the

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

. Page 115
hypot heti cal suggests.

One other point. You know, one of the
ot her areas where PJM does not accept letters of
credit is wwth financial transm ssion rights which are
a conpletely different kettle of fish from
transm ssion planning. FTRs are specul ative ri sks.
They are marked to market. They vary daily with
extrenme volatility. Transm ssion planning is capital
based. There's a whol e planning process associ at ed

wth it. The cost of the facilities are known ahead

of time, so. It -- it's not -- it's not helpful to
say, well, they don't accept it with FTRs because
that's a different type of risk. It's not -- it's not
that it's less -- it's |less protection here. |It's

just that that's a different thing that you're trying
to protect against.

COW SSI ONER MCCABE: I n ConEd's reply
brief, they say if the Comm ssion were to adopt NRG s
proposal to address changes to Rider DEin a |later
proceedi ng, NRG and other |arge | oad custoners woul d
continue to receive standard off property facilities
whil e not being required to post deposits for
on-property facilities | eaving other custoners at risk
for those costs out of the |oophole. How do you

respond?
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CHRIS TOANSEND: | -- again, what's the

magni tude of that risk? You know, what is the risk
that you're going to have data centers that have
substantial anpunts of on-prem ses facilities that
you're trying to cover. That -- the nunbers

associ ated -- Conm ssi oner Reddi ck, you nentioned
earlier, it really hel ps when you get the nunbers --
the nunbers aren't here as to what is behind that. So
you know, it's not a question of, are you getting the
benefit of it? It's a question of, well, what's the
justification to change? Wy is it in this proceeding
we're going to be changing Ri der DE, and they just
haven't proved it up? | nean, the -- that's just not
here. |It's not giving a benefit to sonebody. It's
saying, we're not going to change the way in which we
apply a rate non-discrimnatorily currently, and we're
going to change it just for custonmers over

50 nmegawatts because there's a theoretical risk that
sonet hing may occur? Well, why is that so
substantially different than a 40-nmegawatt customer?
Shoul dn't you be thinking about, well, what are the
costs that we should be thinking about as -- what
types of costs? You know, for exanple, they were
tal ki ng about service stations earlier. You're

tal ki ng about gas stations. They're talking about

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 117

transfornmers; right? And the related things
associated with transforners. But custoners have the
opportunity to buy their own transfornmers. Wy is it
that they are going to use Contd' s system whi ch,
again, we tal ked previously in other cases about
ConkEd's rental rate for transfornmers has just been
skyrocketing. Wy are you going to sign up for that?
When you can just bring your own. |If that -- if the
risk that the custoners are going to have their own
transforners on-site i s near zero, then what -- why
are we -- why are we changing that tariff which
i nevitably will have unantici pated consequences?

CHAI RMAN SCOTT: All right. Thanks,
M. Townsend.

CHRI S TOWNSEND: Thank you.

CHAI RVAN SCOTT: Next, Constellation.
M. Skey, M. Bai, and Ms. Trent. And how nuch tine

woul d you like to reserve?

CHRI S SKEY: Thank you, M. Chairman. 1|'d
like to use 6 mnutes for the main argunent. Reserve
one for rebuttal, if that's --

CHAI RMAN SCOTT: Very good.
CHRI S SKEY: On behalf of Constellation
Energy Ceneration, LLC, Chris Skey, Quarels & Brady

together with ny coll eagues, Al ex Bai and Paige Trent.
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Good afternoon, conm ssioners and counsel .

There's been a | ot of fundanental di sagreenent
expressed in the argunent today. W're going on three
hours now, | believe. And some of these issues
Constellation certainly has views on, but with respect
to the proposed order that is before the Conm ssion,
our requests are actually relatively limted, and |
think rationale and sensible, so l'd like to lay those
out for you. But | want to take a step back first.

| | ast appeared before you on
Constell ation's behalf in Novenber of 2024 at the oral
argunent in the first ConkEd grid plan case, and there
| argued that collocation of |arge | oads with existing
generation sources has several advantages. Those
I nclude I ess need to build new utility transm ssion
and distribution infrastructure to connect those |arge
| oad custoners to the system neaning |ess expensive
overall infrastructure costs. Plus, faster
I nterconnection of |arge | oads such as data centers.
In summary, less new utility facilities, |ess overall
rat epayer costs, and qui cker data center devel opnent.

Now, since that oral argunent, as you know,
col ocation policy and | aw have further matured. 1In
particular and very inportantly, on Decenber 18th of

| ast year, FERC issued a sem nal decision enphasi zi ng
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sone of the points that Constellation nmade in 2024 and

directing PIMto take concrete steps to facilitate
col ocation. That order supports colocation by
establishing four different transm ssion service
options for co-located | oads.

Now, FERC s view is clear fromthat order.
Par agraph 199 states, quote, eligible custoners taking
service on behalf of co-located | oads should be all owed
to choose the transm ssion service that aligns with
their use of the transm ssion system and therefore,
aligns the charges for service with the benefits
recei ved.

Now, Comm ssioner Rosner's concurrence
whi ch has gotten a little bit of coverage summari zes
the four transm ssion options, and those options are
depicted in the four figures attached to the
concurrence, which we present as Constellation O al
Argunment Exhibit 1. And | don't think there's any
value in actually going through the specifics there.
| think you' re probably pretty famliar wth them
And we don't need to get caught up on the
technicalities, but the order directs PIMto provide
access to four transm ssion service options or a
conbi nation of those. Now, the concurrence enphasizes

that, quote, for all, quote, transm ssion options,
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quote, a co-located load will pay a fair rate that is

commensurate with its actual usage of the grid, closed
quot e.

Now, respectfully, good regulatory practice
dictates that the I1CC s decision in this case should
align wth FERC s Decenber 2025 order with respect to
t hose cost allocation decisions that FERC has
I ndi cated. Now, |I'm happy to discuss all of the oral
argunment topics, but of course, we have conpressed
time, and I'll focus on two, and again, | think these
are relatively nodest requests under the
ci rcunst ances.

First, topic E, substantive provisions of
the TSA including collateral requirenents.
Constellation's position is that ConEd shoul d be
required to denonstrate respect for and adherence to
FERC s Decenber 18th order regarding transm ssion
services for co-located | oad.

So what does that nean? A couple of
specific changes. First, the general terns and
condi tions that are under review before you under this
case should be changed from quote, calculated in
accordance to Attachnent H13 of the PJM open access
tariff or any successor tariff enforced at the tine of

service. Two, a slightly nore broad flexible
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articul ation of the | anguage, quote, calculated in

accordance wth FERC-approved transm ssion rates and
rate design.

Now, we -- it should also insert in the
T -- in the terns and conditions should al so recogni ze
that there will be tinely adjustnents to the credits
support and collateral. For exanple, quote, the order
says commtted revenue -- excuse ne. The tariff now

says, commtted revenue contribution and credit

support requirenent. Excuse ne. | msspoke, this is
the proposal. From Constellation. Conmmtted revenue
contribution and credit support requirenent will upon

request by custoner or ContEd be adjusted within 30
days of the change in custoner's selected transm ssion
service. Again, that's referring back to the four
categories of transm ssion service that FERC has now
ordered. And |I'mgoing to note just in passing that
Is a -- a FERC order that is enforced now There are
sone pendi ng requests for rehearing, but the lawis
clear, just as it is at the Conm ssion here, that
unl ess sonebody requests a stay, which to ny know edge
no one has, that order is enforced.

Now, the change that we're requesting there
conforns with ConEd's adm ssion in data requests,

which we've included in the record at Constell ati on
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Exhibit 1.1. That credit and collateral are designed
to guarantee Conkd's collection of the custoner's
annual transm ssion paynents and are to be based on
the applicable transm ssion rates and rate design
applicable to that custoner under the FERC-approved
PIMtransm ssion term That anount should not be
based on gross load for projects that do not take

100 percent front of the neter NITS service, and

again, that's entirely consistent with the four

categories that -- that FERC has now recogni zed.
| want to briefly -- because tine is
short -- also note that staff has proposed, and |

bel i eve there's sone consensus around sone follow up
proceedings in this case, but we think that those
shoul d be nore robust. W think that there should be
the establishnment of a |arge | oad working group that
neets quarterly including all stakehol ders that
communi cat es pl an changes, vets those plan changes,
and accepts feedback on those changes. W believe
that there should be public posting on ConEd's website
of the process and standards and gui delines for |arge
| oad i nterconnection including specific requirenents,
busi ness practices, and policies as well as general
timelines.

Finally, we believe that Contd should file
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on a quarterly basis the status of | oads whose

I nterconnection is in process or was conpleted in | ast
quarter along wth salient characteristics and details
I ncl udi ng size, application date, date of system

conpl etion study, and whether or not the load is
co-located. | see ny tine is up. So |I'm happy to take
any questions you m ght have. Thank you.

CHAI RMAN SCOTT: Thanks, M. Skey.
Commi ssi oner Carrigan.

COW SSI ONER CARRI GAN:  Thank you. Lots
have been packed into the |ast three hours here, so.

CHRI S SKEY: Yes, sir.

COW SSI ONER CARRI GAN: Keep me -- us
clear. Two-part question.

CHRI S SKEY: (kay.

COW SSI ONER CARRI GAN: Does Constel |l ation
believe that the JNGO s bring your own generation
proposal, does that interfere with the PJM capacity
mar ket, and the other half is, if so, explain away.

CHRI'S SKEY: To Part 1, yes. Part 2 is
that a little nore nuance, and |I'Il try to lay it out
for you. W read the JNGO proposal for
I nterconnection standards to be really a proposal
about generation sources. So we -- we think it is a

proposal that is seeking to advantage or di sadvant age
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certaln generation sources rat her than Jj ust set

I nterconnection standards. And | think for reasons
that would derive froma |ot of the discussion today
that we've had, that -- that falls wthin a FERC --
FERC jurisdiction. It inplicates FERC capacity
mar kets. There is no -- and this has been referred to
I n the discussion today on sort of the flip side of
the state jurisdiction. There is no clear Illinois
| aw t hat provides the -- the Comm ssion with that
authority, and reference has been nade to proposed
| egi sl ation that would arguably give that authority to
t he Comm ssi on depending on howit comes out. | think
that's a pretty good signal that a |ot of smart people
understand that the Comm ssion probably doesn't have
that jurisdiction now wth due respect.

| would al so point out that Constellation
submtted testinony fromtw w tnesses who expl ai ned
probl ens that could derive fromthe bring your own
generation proposal at this point. Keep in mnd even
t hough there's been sone reference to that wth
respect to a PIMletter, that's different than a FERC
order. That's in a different status than the -- the
I nterconnection for collocation issues that | spoke
about at the beginning of ny presentation. So | think

that letter falls short of anything |like the FERC
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order that supports our position on the -- on the

change to the T -- excuse ne, the change to the
general terns and conditions | anguage to accommobdat e
the TSA. | would also say that, candidly, you know,
the history of these nuclear generation stations that
Constellation owns in the State of Illinois
denonstrates that the state has taken steps to nake
sure that those are preserved, both for econom c and
envi ronnental reasons. And again, there's no | aw t hat
woul d suggest that that should be changed. And I
think it would be -- again, wth due respect a step
too far for the Commi ssion to be going there at this
stage, but to get back to your original point,

Comm ssioner Carrigan, | think it's pretty clear that
at least right now that woul d i npi nge on FERC
jurisdictional and PJM capacity markets, and
therefore, would be inappropriate. Thank you.

CHAI RMAN SCOTT: So if the |egislation
passed that, you're referencing that | referenced
earlier, that would also infringe on -- on FERC

CHRI S SKEY: That's a good question. |
think it totally remains to be seen. It depends what
the | egislation says.

CHAl RMAN SCOTT: Ckay. But assum ng you

had a | egi slative provision that provided for bringing
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your own, I'mtrying to work through how t hat
i nfringes on FERC s ability any nore than an | RP does

I n any other state where they dictate what the -- what

the type and -- and manner of generation woul d be.
CHRIS SKEY: Well, | think that, first of
all, it -- there are argunents around whether, in

fact, doing that would be a positive devel opnent or
actually detrinmental to -- to | east cost service of
utility service.

CHAI RMAN SCOTT: Yeah. But that's a
different -- that's a different question, though. |'m
tal ki ng about the question of how would it infringe on
FERC whol esal e jurisdiction, if we were to nmake sone
kind of requirenent for large |oads to bring your own,
why woul d that be any different than an | RP
I nadvertent, integrated state where they tell people
what kind of generation you can build, that --
that's --

CHRI S SKEY: Yeah.

CHAI RVAN SCOTT: That's even further al ong
the line, so.

CHRI S SKEY: Well, | want to be a little
careful, chairman, about -- about how far | want to
extend Constellation's view of the issues in the case.

| mean, we've -- again, as | said before, our position
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and our ask is pretty confined here.

CHAI RVAN SCOTT:  Yeah.

CHRI S SKEY: Qur focus is on collocation.
It focuses on the devel opnent at FERC that nakes it
clear that that is sonething that -- that FERC is
trying to accommpdate. | know the State of Illinois
Is grappling with those issues and --

CHAl RMAN SCOTT:  Sure.

CHRIS SKEY: -- you all in the first
I nstance are grappling wwth themto try to find the
ri ght bal ance there. But -- but, you know, the -- the
guestion of how and whether that legislation, if it
were, in fact, enacted would -- would or woul d not
| npi nge upon purchase additional issues, | think, is a
little bit speculative for ne, generally, but
particularly with respect to ny client's positions in
this case.

CHAI RVAN SCOTT: No. | understand. | was
just trying to foll ow up based on what --

CHRI S SKEY: | appreciate that.

CHAI RMAN SCOTT: O her -- other questions?
Commi ssi oner Reddi ck.

COW SSI ONER REDDI CK: What specifically
are you objecting to in the structure of the proposed

tari ff?
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CHRIS SKEY: W, in general, are not --
speaking for Constellation, of course. Constellation
IS not in opposition to the concept of a TSA. And it
IS not in opposition to the concept of the way that is
being -- that the reference to that in the
state-approved tariff, but we believe that it is very
| nportant that the state-approved tariff include
| anguage that is sufficiently flexible to account for
what wil| happen in the future when those new FERC
jurisdictional transm ssion rates are put into place,
and | think a plurality of folks in the room have
I ndicated that that is comng; right? That that order
is -- isa-- a-- asignificant step, and that it
signals that there's a view about colocation and its
value, and its advantage is to address sone of the
| ssues that a variety of people have raised in this
di scussi on today, and therefore, FERC is taking
concrete steps to facilitate col ocati on, and what we
are saying is, the tariff that this Commssion is
review ng and -- and determ ning whether it is just
and reasonabl e should account for that and shoul d
align wth it such that it does not frustrate the FERC
order or -- or not be sufficiently flexible, so that
in a year, sonebody who has chosen to take one of the

new trans -- transm ssion service categories that's
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established by that -- by that -- by that order and

who does not to use the | anguage that Conm ssioner
Rosner used in his concurrence does not |ean on the
grid, should not be charged a hundred percent gross

| oad as the part of the cal culation that determ nes
what its credit and collateral requirenents should be
under the TSA. That woul d be inappropriate. And it

certainly would not be accurate cost allocation

because as -- as the FERC order nakes very clear, the
whol e point of these new -- these new categories is to
recogni ze what custoner -- what these interconnection

transm ssion service custoners are using on the grid
and to appropriately charge them as accurately as
possible. | think it's inportant to keep in mnd, and
| -- 1 -- with due respect to sone of the other
argunents that have been nade, a |l ot of the discussion
seens to suggest that the only thing that can happen
Is -- is costs are going up and up and up. But
actually, what FERC is doing here is recogni zi ng

that -- that the door swings both ways. So it m ght
be that a custoner who's taking 100 percent full
network transm ssion service should have their --
shoul d have the cal cul ati on based on a hundred percent
of their load. But for a custonmer who's not -- so

that's X. But for a custoner who's not doing that,
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who' s taking advantage of one of the new FERC

categories, it's -- and I'mjust nmaking this up, but
for illustrative points, it's half X So it may be
that there are sone new costs, but what FERC i s doing
Is, they are trying to find nechanisns to bring those
costs down. The ConEd tariff should not be allowed to
frustrate those efforts, and | think that the folks
in -- |'"mhopeful that everybody can -- there's
consensus around the notion that these new categories
will lower costs even nore than ConkEd, and M. R ppie
poi nted out that there's sone | owering of costs that
he al ready highlighted, but there's an opportunity for
even nore -- nobre -- nore substantial |owering of
costs related to interconnection using the col ocation
nodel. That's what FERC has recogni zed, and our
limted ask is that the tariff that Conkd has
presented be nodified to -- be sufficiently flexible
to accommodat e t hat.

COWM SSI ONER REDDI CK: And do the services
that you're referring to, the alternatives to the
what ever percent route, are they -- is there a
contractual limt on that? So that we don't say, oh,
he's not |ike the other guys, he's only going to use
60 percent of what's available to hin? How do you --

how do you enforce that?
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CHRIS SKEY: | think that the FERC order
makes it clear that if you deviate from-- the FERC
order, first of all, just to step back, is quite clear
about this concern about cost allocation. And --
and -- and is quite attentive to the issue of what |I'm
going to use to describe I think the sort of standard
cost problemwhere you think there's going to be a
certain cost, and it's different. It's -- and
sonebody's arguably stuck with it. The FERC order is
quite attentive to try to address those issues.

Now, | think some of the details -- and |
woul d characterize your question as probably in this
nei ghbor hood of, like, fairly granular detail will be
wor ked out through the devel opnent of the PIMtariff
that will ultimately go before FERC, but. The
principals in the FERC order, | think, account for
many of these types of -- of concerns. | wll also
add, for exanple, the FERC order makes clear that --
that on the generation side that we -- that there wll
not be risks associated wth | oad going to one
custoner until there are sufficient protections
agai nst the load that m ght be noving from
theoretically, other custoners that were being served,
so that's addressed in the order as well.

COW SSI ONER REDDI CK: Coul d you read the
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| anguage that you quoted from your proposal after the

word (inaudible) I think that was (inaudible).

CHRIS SKEY: I'msorry, | didn't hear
exactly what you said there, conmm ssioner. The
order --

COW SSIONER REDDI CK: |I'"msorry, | was too
far away fromit. Didn't want to cough on anybody.

CHRI S SKEY: Thank you.

COW SSI ONER REDDI CK: Read t he | anguage,
your proposed | anguage, is the sinple way to do it.

CHRI S SKEY: (Ckay. So our proposed
| anguage whi ch woul d be a nodification to the general
terms and conditions that -- that ConEd is seeking
approve of in this -- in this proceeding wiuld be to
change from quote, calculated in accordance wth
attachnent H13 of the PJM open access tariff or any
successor tariff enforced at the tinme of service to,
guote, calculated in accordance wi th FERC approved
transm ssion rates and rate design, and cl osed quote.
And | think the thrust there is recogni zing that --
that there's going to be a variety of transm ssion
rates dependi ng on what -- what category of service a
particular co-located | oad seeks, and therefore, we
want to nake sure that there's sufficient flexibility

to reflect that in the calculation of the -- of the

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 133
TSA engenders.

COWM SSI ONER REDDI CK: You think FERC w ||

not make the changes in Hl or -- | forget which
nunber.

CHRIS SKEY: | don't know that they wll.
O course, we're hopeful that will be very clear, but

you asked a very pointed question earlier of what if
they don't get to, yes, and | think that they -- all
t hi ngs being equal, they're nore likely to get to,
yes, if the state -- the coordinated state tariffs
that incorporate by reference that -- that TSA
recogni ze the structure that FERC itself has now set
out. So hopefully, there is alignnent there, and I
think that brings clarity. It brings flexibility and
it ultimtely engenders | ower costs depl oynent of --
of data centers and other large |oads that are
co-| ocat ed.
CHAI RMAN SCOTT:  Conmi ssi oner Paradis.
COW SSI ONER PARADI S: Just one clarifying
guestion. So if we |leave the -- as proposed, what's
the irreparable harn? You keep tal ki ng about how, you
know, we got stuff in Springfield. W got FERC doing
this. W got everybody's doing stuff all the tine.
That's -- that's the reality we live in every day. So

| don't know why we need to, A be so concerned about
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that specifically in this case. The reality is, we
have to do the work that's put before us, so. It's
just a general statenent nore than a question, but.
Talk to ne about what harmthere would be if we don't
t ake your changes and just go with what ConEd has

pr oposed.

CHRIS SKEY: Well, it's --

COW SSI ONER PARADI S:  Peopl e have to cone
back to us; is that the biggest harmthat cones from
it?

CHRIS SKEY: W -- | think that as a matter
of good regulatory practice, it nmakes sense to try to
avoid as nmuch of that sort of thing as possible, and
It seens -- it seens pretty clear given the FERC order
that there is a nove toward recogni zi ng cost
allocation that is not based on a hundred percent
gross |l oad of a large |oad custoner that's co-I ocat ed.
In fact, it's clear that there are now new categories
of transm ssion service and -- and Conm ssi oner Rosner
uses the term how nuch you | ean on the system He's
t al ki ng about how nuch -- how nuch you're | eaning on
the transm ssion system such that costs are being
I ncurred to build out the system and under these new
categories, that cost may be | ess than a hundred

percent and very likely will be less than a hundred
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per cent of gr oss network transm sSsSion service.

COW SSI ONER PARADI S:  But it's not yet.
You're still asking us to make an assunption of where
soneone el se -- sone other body is going to go.

CHRI S SKEY: Well, again, | appreciate

that. It is not yet as a factual matter. But again,
nmy -- the ask that Constellation has here is rather
nodest. It's to build in sonme | anguage t hat

acknow edges the need for sone flexibility in the
tariff that they are incorporating by reference into
their -- into their state tariff, the TSA that they're
I ncorporating by reference into their state tariff,
and you know, recognizing that there are new
categories of transm ssion, and therefore, there wll
be logically deriving fromthat new ways and
appropriate ways to calculate |ower costs, Iif a
custoner is choosing one of those -- one of those
categories that inposes |l ess cost on the system And
| think just to follow up very quickly, and |
appreciate the question, I think -- | think the ask
here is sone general |anguage recognizing flexibility.
It's not asking the Conm ssion to predict exactly what
FERC is going to ultimately approve or what those
percentages are going to be. For exanple, we -- we

recogni ze that that -- we don't know that yet. But |
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don't think that prevents -- as M. Klein said, this
Is comng, and I don't think it prevents the

Comm ssion frombeing attentive to that and trying to
accommodate it.

CHAIl RMAN SCOTT: Thank you, M. Skey.

CHRI S SKEY: Thank you, comm ssioners.

CHAl RMAN SCOTT: And now from staff,

Ms. Morley, M. Ray, and Ms. Bukowski. How nuch tine
woul d you like to reserve?

MEAGAN MORLEY: Three m nutes, please.

CHAl RMAN SCOTT: Very good. GCkay. o
ri ght ahead.

MEAGAN MORLEY: Thank you. Good afternoon,
chai rman and conmm ssioners. M nane is Meagan Mrl ey.
And | represent the staff of the Illinois Commerce
Commi ssion along with ny col |l eagues Kol ton Ray and
Ashl ey Bukowski .

The Comm ssi on shoul d adopt the ALJ PO and
approve ConEd's proposed nodifications to R der DE and
general terns and conditions, tariffs G T, and Cwth
staff's proposed nodifications. As we've heard today,
the influx of |arge demand custoners creates both
chal | enges and opportunities for the State of
[1linois. ConkEd' s proposed tariff nodifications are

an inportant and reasonable first step to protect
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ratepayers fromthe risks that | arge demand custoners

coul d cause while also positioning Illinois to remain
conpetitive and take advantage of the economc
benefits that these custoners nmay create. The purpose
of this docket is to review ConkEd's proposed

nodi fications to Rder DE and G T, and Ctariffs and
for the Commi ssion to determ ne whet her these
nodi fi cations are just and reasonabl e pursuant to 9201
of the act. Conkd has shown that these nodifications
are just and reasonable and that they should be
approved. This proceeding includes a diverse group of
parties that represent a variety of stakehol ders, the
AG environnental groups, industrial groups, |arge

| oad custoners, just to nane a few, and all have
proposed different and often conflicting solutions to
address the influx of large | oad custoners. The
overall process for interconnecting those custoners
and the nethods for protecting ratepayers that align
wWith their organization's values. Staff recognizes
and appreci ates these proposals, many of which warrant
a different explanation. Notably, sone of these
proposals involve different tariffs than the one
suspended in this docket. And others seek to address
| arge scal e policy considerations in an industry that

Is rapidly evolving. Staff encourages discussions to
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conti nue outside of this docket related to these

proposals. Conkd's proposed tariff nodifications are
an inportant first step, but approval of these tariff
nodi fi cati ons does not foreclose the opportunity for
t he Comm ssion to both review and ensure Conkd's
processes are working as intended and to address many
of the intervening parties' proposals and policy
considerations in the future.

| nportantly, staff recomends a specific
mechani smto hold ConEd accountabl e and create
transparency by requiring ConEd's subm ssion of an
annual report to the Conmm ssion. The proposed annual
report allows for the Conm ssion to track ConEd's
progress and provides a procedural avenue for the
Comm ssion to intervene if additional safeguards or
changes becone necessary. Adopting Contd's proposed
revisions now w Il provide Conkd the flexibility it
needs to adapt to the rapidly evol vi ng market
conditions, provide regulatory certainty to |arge |oad
custoners | ooking to locate in Illinois, and provide
| nportant protections for current and future
rat epayers shoul d these projects never materiali ze.

And with that, we are avail able for
questions with regard to the scope you issued and

gquestions, and if it's okay with you, |'mgoing to go
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ahead and sit with ny co-counsel, if that would --

CHAI RMAN SCOTT: That's fi ne.

MEAGAN MORLEY: Thank you.

CHAl RMAN SCOTT: Questions. Comm ssioner
McCabe.

COW SSI ONER MCCABE: W' ve had sever al
hours of discussion. Wndering if you'd like to
respond to sone of the points you' ve heard to -- to
this point including the one on the Conm ssion's
authority. Thanks.

MEAGAN MORLEY: Thank you, conm ssi oner,
for the question and the opportunity. As | said in ny
initial remarks, and |I'm going to be focusing
particularly on the distribution costs and Rider DE in
nmy remarks here, and ny coll eagues will address sone
of the other issues including the TSA. | think | want
to start with Rider DE, and just kind of add a little
bit of color to what we've heard today.

So it's staff's position that the
amendnents to Rider DE are an inportant first step in
the process, but they are not the end of the
di scussion. So Contd has identified this problem and
we keep referring to it as a loophole. So I'm
hesitant to say the word | oophole, but -- and that

| oophol e was that the -- is that these -- the deposit
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requirenment for Rider DEis only applicable to
standard distribution equipnment that goes on -- up to
the prem ses and not on the prem ses. W've heard
from ConEd that there's several requests fromlarge
| oad custoners to have equi pnent on the prem ses. And
so it's inportant that we close that | oophole to
ensure that custonmers are not -- if that project never
cones to fruition, that that -- that the rest of the
custonmers are not stuck with those costs, and Contd
can pull fromthe deposit. So that's howit's
protecting custoners with the deposit.

The second change is the coll ateral
requirenment. And the collateral requirenent is
| nportant, because as we've heard, the cost that |arge
| oad custoners will be needing for standard equi pnent
IS going to be quite expensive. So having that
$2 mllion kind of threshold and requiring a letter of
credit is critical because it allows ConEd to quickly
and easily and efficiently, as we've heard, be able to
pull fromthat deposit in the event that the custoner
never cones online as they projected to.

So those are the two kind of basics about
Rider DE that | just wanted to provide a little bit
nore context. | think we've heard from counsel for

NRG t hat, you know, there's the opinion that there
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m ght not be a sufficient record to approve the

changes to Rider DE. | think that -- that is
incorrect. | think there is a record in this
proceeding to approve the changes to Rider DE. ConEd
has identified a problem W have an influx of
custoners that are comng. W have an estinated cost
for how nuch those standard facilities could end up
bei ng, and we are hearing that there are going to be
requests for custoners to have this equipnent on their
prem ses, so there is sufficient evidence in the
record to show that this is just and reasonable. W
don't need to see sone sort of |arge scal e problem
down the line in order to find this just and
reasonabl e now to protect ratepayers in the future.
And | think that as far as the letter of credit, as |
mentioned, you know, this is -- we understand that the
costs are going to be higher for |arge |oad custoners
so that $2 mllion threshold, you know, nakes sense.

| think that here what we need to keep in mnd or what
t he Comm ssion needs to keep in mind is that ConEd is
not proposing any changes to R der DE that woul d
change the way that standard versus nonstandard costs
are determ ned. These are just protections for
consuners, and the overall question of cost recovery

and Rider NS, those can be addressed in the future.
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Those can be addressed and should be addressed in the

future where we have a full record to be able to
under stand how the costs are all ocated anong all
custonmers, and we need a full record to do that, and |
do not believe that we have that record here today.
Comm ssi oner McCabe, you had nentioned the
al ternative proceeding. Staff originally reconmmended
proceeding in two years to -- or no nore than two
years to have ConkEd cone back with any proposed tariff
nodi fications and to address the proposal s provided by
I ntervenors. The ALJ PO did not adopt that. The ALJ
determ ned that we can address these issues related to
cost recovery in the nmultiyear rate plans, rate design
I nvestigations, and other Conmm ssion dockets where
that can be appropriately analyzed. And that we
shoul d have a workshop for the interconnection
standard process. Staff does not have a strong
opi ni on about where that happens, just that it does
happen, and that there are a | ot of opportunities for
this Comm ssion to address cost recovery issues and
other issues related to |arge |load custoners. This
docket is providing these custoner protections now but
I's not forecl osing any discussions in the future, and
as we've heard, there's legislation, there's other

avenues in addition to that, but we do not think
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that's in this proceeding.

CHAI RVAN SCOTT: Let nme follow up on that
for a second. So |leaving aside the issue of the
record, and -- and it may or may not be conplete
enough to -- to do sonething. Froman authority
st andpoi nt, and you know, you heard our colloquy wth
M. Klein before, | nean, do you -- do you think that
we have the authority as a Conm ssion to nmake changes
in this docket now, because I"'ma little concerned if
we -- if we don't have the authority here, but we
woul d have, if we did a workshop where we kept com ng
back on -- on different -- in -- through different
avenues, I'm-- I'mtrying to --

VEAGAN MORLEY:  Sure.

CHAl RMAN SCOTT: -- figure out how we --
how we have it to do that, but we don't have it to do
sonet hi ng now.

VEAGAN MORLEY: So. ..

CHAIRMAN SCOTT: O is it just a matter of
t he record?

MEAGAN MORLEY: Yeah. And the record in
this case supports ContEd's proposed anendnents. As
' ve nmentioned, you know, we believe that the record
finds -- has determ ned and the Conmm ssion should find

t hese changes to be just and reasonable. | think that
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we do have the authority -- the Conmm ssion does have

the authority to adopt proposals in lieu of what is
bei ng proposed here. And it is staff's position --
just referring to Rider NS since | -- you know, that's
the hot topic of the day. Rider NS -- essentially,
how Contd's tariffs work nowis that all custoners are
entitled to standard service. |If this Commssion is
going to determne that |arge | oad custoners as an
entire group of custoners is not entitled to any
standard service, we believe that requires a thorough
consi deration, we should understand how that's goi ng
to be inpacting all over custoner classes, and that is
not supported in this record here today, and I think
that's our position is there is a record to support DE
but including NS here and nmaki ng that whol e change to
the way that a group of custoners is able to not
receive any standard costs. | think that that's --
that's a | arger consideration.

And | think, just to note another aspect of
the tariffs, the way the tariffs are now, |arge |oad
custoners are still going to be entitled or are still
goi ng to have sone cost subject to Rider NS. As |
think we heard from Contd, there are going to be costs
pursuant to R der ZSS, so there are those |arge | oad

custoners that are at 345-kV that are going to be
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paying up front for all their costs under rider ZSS.

We are going -- there are |arge |oad custoners that
are going to require equi pnent that is above and
beyond standard that will be subject to Rider NS, so
the tariffs are functioning as intended as they are
now, but the conversation doesn't end there, and |
think that staff's point is, they nake a |ot of valid
poi nts about Rider NS, but here is not the right place
to do that.

CHAl RMAN SCOTT: M. Ray, did you want to
add to that?

KOLTON RAY: Yeah. |If | can just add
sonet hing very quickly here is that the Conmm ssion by
statute cannot require an electric utility to offer
any tariff service than what's required by statute or
proposed by the utility. That is in the Public
Uilities Act, Section 16-103E. So to the extent that
any proposals would constitute a new tariff service,
that's pretty clearly barred by statute.

MEAGAN MORLEY: But | think it's inportant
to also note that the Comm ssion has very broad
di scretion over public utilities and the tariffs that
they -- that they have, and | think that there is
broad authority under 1001. | think that there are

pl enty of avenues where the Conm ssion can
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appropri ately address these issues.

CHAl RMAN SCOTT: Thank you. Anyone el se?
Commi ssi oner Reddi ck.

COW SSI ONER REDDI CK: M. Ray, are you
saying that if the Conmm ssion ordered a change, we're
ordering a new service?

KOLTON RAY: Thank you, conm ssioner.
That's a great question. | should clarify. No. Wen
It cones to what ny col | eague has been di scussing |ike
t hi ngs about whether a cost shoul d be categorized as
Rider DE or Rider NS, that's very clearly within the
Commi ssion's jurisdiction. However, there are sone
proposals in this docket. |If |I have to provide an
exanpl e, establishing a non-firminterruptible service
option that sounds |ike a new service that ConEd does
not currently offer.

COW SSI ONER REDDI CK: And to whi chever one
of you would take this issue, we've heard from ConEtd
that -- excuse ne, heard from Contd that the proposed
security deposit letter of credit provisions wll
cover and protect ratepayers -- other ratepayers from
100 percent of what it costs to build facilities
that's being requested by the conpany, that at the end
of the 10-year period, there won't be anything left --

stranded cost in rate base left, but | -- 1 -- there
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Is still, | believe, a problemwth the capacity

that's used up while we're building capacity to be
used and paid for by the large | oad custoners. The
fact that that may | ead to ratepayers having to pay
twice to replenish that capacity that was there before
we started this rush to accommpdate the | arge users;
was that a problemfor staff?

MEAGAN MORLEY: So if you're referring to
Ri der DE, which | think that you are, based on the
conversation with Ms. Conger earlier today, | won't
get too far into the weeds on the formula, as |I'm not
the expert in the case, and | know that counsel for
ContEd di d explain kind of how the fornula works,
al though, it's mathematical, and we try to stay away
fromthat the best we can, but ny understanding is
that the rider -- the calculation in Rider DE is
I ntended to make sure that all costs are included in
that 10-year period. | nean, | don't think that you
can say that any -- anything is perfect, but that's
the intent behind the calculation, and I would note
that the calculation is not changing here. There --
nothing is changing in the Rider DE calculation in
t hi s proceedi ng.

COW SSI ONER REDDI CK: The cal cul ati on does

not, as | understand it, include replenishing the
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capacity, the head roomthat existing custoners had

built up and paid for in -- in the future. W're just
going to use it and nove on with all of the
construction, all of the indirect asset costs being
covered by the 10 years of revenues, and the security
that's needed, but if we want to rebuild that head
room and have it available to the people who have paid
for it, I don't -- | don't know how -- how that's
happeni ng.

MEAGAN MORLEY: | honestly can't speak to
ki nd of sone of those technical questions with the
formula. 1 don't think that -- | don't believe that
parties took issue with the fornmula itself in this
proceeding. And like | said, that -- it's not
changing. |It's been in place in prior years, so. |
cannot speak to the specifics about that, but | can
say that staff did not take issue after review ng
ride -- the Rider DE tariff, the changes that were
proposed here. They found those to be just and
reasonabl e, and this Conm ssion has previously found
Ri der DE to be just and reasonabl e.

COW SSI ONER MCCABE: While the decision in
the P&E case is not final or binding, can't the
Commi ssion view it as persuasive?

KOLTON RAY: Not hing prevents the
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Comm ssion from vi ew ng I t as per suasit ve,

comm ssi oner.

COW SSI ONER MCCABE:  And is staff aware of
anot her case that finds the opposite of PGE or did
you | ook at what other states are doing in this
regard?

KOLTON RAY: The opposite of PGE being --

COW SSI ONER MCCABE:  What ever they
deter m ned, yeah.

KOLTON RAY: Thank you for the question,
comm ssioner. The P&E docket involves an entirely
different utility. |It's also an interimorder, so
it's not even final. It also involves a state that
has their own single state i ndependent system
operator. There are discussions being made about
| arge | oad custoners all across the country. This is
an incredibly noving issue. |It's happening at the
state level, and it's happening at the federal |evel.
Even if sone parties here think that certain argunents
are a slamdunk or that is definitely where we are
headed, there hasn't been many final decisions nmade on
that. There's ongoing litigation at FERC consi deri ng
this. | believe there's also a rulemaking that is
open, and other states are still trying to determ ne

how to manage this increase in |load fromthese
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particul ar types of custoners.

COW SSI ONER MCCABE: And PG&E/ Evergy, in
those cases, in their large load tariffs, they
directed costs to large | oad custoners apply only to
directly incurred costs such as high voltage |ines or
subst ati ons.

CHAl RMAN SCOTT: Ckay. Thank you very
much. Appreciate it.

Now we' Il go to rebuttal. M. Conger,

M. Rippie, you' ve got 2 m nutes.

GLENN RI PPIE: (I naudible).

CHAI RMAN SCOTT: Sure. Sure. Ckay. Sure.

(Silence in audio.)

GLENN RI PPIE: (I naudi bl e).

CHAl RMAN SCOTIT: O course. M. Rippie, go
ri ght ahead.

GLENN RI PPIE: (I naudible).

CHAl RMAN SCOTT:  Sure.

GLENN RIPPIE: Testing. So | want to
address what | believe are the central issues in --
that we've tal ked about today the previous two and a
hal f hours. The first relates to the jurisdiction of
this Conmm ssion and FERC. You have anple jurisdiction
to set criteria and requirenents for retail service,

but you cannot change transm ssion rate design. It is
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clear that you can allocate key charges nade under an

approved rate design to different custoners of an LSE,
but that is a very different thing than decidi ng what
goes into rate base and what doesn't go into rate base
and whet her or not increnental assets -- whether or
not rates are based on an enbedded or a margi nal

basis. However, trying to do that would be

di sastrous. Kayak only includes initial investnent
costs and FERC prohibits and pricing. |f people pay
the marginal costs of the assets, that is their

transm ssion rate. They don't pay for the rest of the
system They don't pay for &M They don't pay for
repl acenent. O her custoners eat those. That is the
| oophol e at transm ssion in kayak. But we know what
the reality is here, too. W know that revenue
guarantees are enpirically nore protective for cluster
one, not a retrospective | ookback, and please | ook at
M. Perkins' testinony both rebuttal and surrebuttal
on M. Seriak's analysis.

As for Manteno, | -- |'m happy to do a deep
dive into the engineering if anybody wants to. But
that second line is not a tab. It is a network line
that converts that substation into a network
substation that addresses and handl es through fl ows.

Many parties have tal ked about revisions to the
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substantive terns of the transm ssion rate. Wat is a

credit, collateral, et cetera? Those aren't in the
tariff before you. The tariff before you says
custoners nust agree to pay the revenues under the
rate that's enforced. |'m happy to answer questions
about the substance of those provisions and why the
suggesti ons made by nmany of the other intervenors by
other intervenors here are really self-serving efforts
to reduce the protections of the tariff, but they are
not in front of you. |I'mequally confused by the
repeated references to collocation. FERC has ki cked
off a process to add for new rates, but it is very
much still in process. It is under challenged, and I
wi Il not discuss the nerits. | wll nerely point out
that if and when new transm ssion rates are
established, they fit seamessly into the requirenents
of the tariff. And by the way, we have accepted the
suggestion to anmend those terns to be nore general
than H13 in the record.

Lastly, BYOG and | arge | oad interconnection
are inportant policy issues. They should be
addressed. But they shouldn't be addressed on this
record rather an | RP, REAP, and el sewhere. And they
will require both state and federal coordination.

[11inois cannot get out ahead. Thank you. |[|'m happy
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to entertain any questions.

CHAl RMAN SCOTT: Questions. Conmi ssi
Par adi s.

COW SSI ONER PARADIS:  You did it in
10 seconds, so why don't we do it a little |onger
Mant eno?

GLENN RI PPI E:  Sure.

COW SSI ONER PARADI S: W spent a |it
bit nore tinme than that tal king about it, so why
you just -- just walk through it. | think we can
probably even pull up the exhibit, just so we're
on the sane page.

GLENN RIPPIE: On Manteno? Yeah. So
actually, if we could put --

COW SSI ONER PARADIS:  It's not their
exhibit. It's --

GLENN RIPPIE: | can do it from nenor

CHAI RMAN SCOTT: We've got it in fron
us.

GLENN RI PPI E:  Yeah.

CHAI RMAN SCOTT: But it's JNGO 3. 03.

GLENN RIPPIE: So the initial state i
radial tap to a substation that serves only that
custoner. If you |l ook at the seven-factor test,

by the way is not only FERC, this Conm ssion in
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1998 -- | can't renenber the exact docket nunber has

al so approved that. Oh. Tap. So a tap is, you' ve
got a network system-- inagine a hose; right? You' ve
got a network system You connect one line to it, and
It goes to the |load. There's no | oop. Power never
flows both ways. And it never -- and power goi ng
sonmewhere el se never flows through it. Hey, thank
you.

So it is alollipop where the stemof the
lollipop is plugged into the rest of the system W
change that, not because sonebody, you know, requested
sonet hi ng nonst andard because the | oad changed and
that's explained in the record as well, but once that
change is nade, there's not two lines, there's four;
right? W cut each of those lines and | ooped each
them t hrough the substation. There is no tap anynore.
Now, all those lines not only serve the | oad connected
to that substation, they serve fl ows above the Manteno
area, and they serve flows bel ow the Manteno area.
They al so sectionalize those transm ssion |ines which
change the electrical properties and capabilities of
the Iines on each side of the bel ow and above. |
don't disagree wth the premse that if assets serve
only an individual custoner, that is the power flows

into that individual custoner's |load, it doesn't have
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network flows, it doesn't have through flows, it
doesn't have power going into the other direction,
then that is sonething that ought to be addressed by
different rates. And if it's a 345, it is. |It's
called Rider ZSS, but that is the seven-factor test.
The key factors of the seven-factor test are, are
there through flows, is it nono directional, does it
serve | ocal |oad as opposed to the network, that's
exactly what we do, and if sonebody ever has a
conpl ai nt about how we functionalize sonething,
there's nultiple ways to bring that, including in
ei ther our FERC transm ssion rate or before you in our
next distribution rate.

| don't want to get bogged down with the
exanpl e of Manteno. | just want to end with ny
response with the principal. |If it serves that one
custoner and that custoner alone, it doesn't support
the rest of the network or have flows through the rest
of the network, then it's going to be -- | think
al ways, but certainly, in the vast mgjority of cases,
B, and it's going to be addressed by your rate design,
and if it's 345, it's going to go under ZSS, and it's
going to be directly said.

CHAI RMAN SCOTT:  Conmi ssi oner Reddi ck.

COW SSI ONER REDDI CK: | have a series of
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short questions that don't relate to anything, so if

you want to take this discussion --

CHAl RMAN SCOTT: Go right ahead.

COW SSI ONER REDDI CK:  Ckay. Tariff
admnistration is what | gave this title to ny bunch
of questions. |If | have a custoner who i s projecting
by eight years down the road to be at level X, and
because of the nature of the project, you do all the
heavy lifting first, and once that's in place, is
there any effective control on how nuch is actually
used?

GLENN RIPPIE: So forgive ne. |It's 5:18.
["mtruly not sure | understand the question, and | --

COW SSI ONER REDDI CK:  That's not
surprising either.

GLENN RIPPIE: | don't want to just ranble.
So you have a custoner --

COW SSI ONER REDDI CK:  Yeah.

GLENN RIPPIE: -- that has a | oad ranp.

COW SSI ONER REDDI CK:  Right. And he tells
you you're five, I'll be at eight.

GLENN RIPPIE: Cot it.

COW SSI ONER REDDI CK: And he went to nine.

GLENN RIPPIE: And it nakes sense because

of | unpi ness or whatever to install -- install the

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 157

eight up front rather than to do it --

COW SSI ONER REDDI CK:  Ri ght..

GLENN RIPPIE: Ckay. 1've got the facts.
And t he questi on.

COW SSIONER REDDICK:  Is if he goes to
ni ne or 10.

GLENN RIPPIE: On. Ckay. Yeah. |[If he
exceeds that eight, there's a question of engineering
capability. Cbviously, we build certain reserves into
every single conponent on the system But, yeah. |If
that custonmer starts pulling demand that exceeds the
capability of the -- of that systemelenent to sustain
the custoner to serve the custoner, the -- we are
going to tell themthey can't operate at those | oads,
and we're going to have to add to it, and then that
ki cks off that process we di scussed where a second

request is nmade, we determ ne whether that's standard

or nonstandard, and they wll have to pay an
addi tional DE deposit. |If we put noney into that and
to -- into additional DE -- additional distribution

| i ne extensions, there's going to be anot her charge.

COMM SSI ONER REDDI CK: The case | had in
m nd was, he does it, but you don't have to add new
capacity right away.

GLENN RIPPIE: If -- if they go to nine or
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10, and it doesn't require any additional investnent,
then the effect of that is sinply that custoner is
payi ng nore rate sooner, and in essence, paying off
the cost of that thing sooner, and yes, we reconcile
the DE, so it'l|l match cost to revenues.

COW SSI ONER REDDI CK: Ckay. Your cluster
studies, inmagine a project that is intentionally
designed to be electrically as isolated as you can
make it and still do the job geographically, renote
all the things that would say, "this guy does not | ook
| i ke everybody else," what do you do with those?

GLENN RIPPIE: W study themin the
cluster, and let ne tell you the three reasons why you
do that. The first is, it's really hard to understand
that they are electrically isolated until you study
them Because sonetines | oad way out geographically
in the mddle of nowhere is not electrically in the
m ddl e of nowhere, and -- and there's many exanpl es of
this including, as you can see, how things way out
east can affect behavior in here. The second is, if
we started breaking those up and not doing themin the
cluster, it would take us |longer rather than shorter.
If we -- the -- the part -- the idea of the cluster
study is that we have to study themthat way, but part

of the idea is nore efficient for us to study them
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that way and the testinony explains that.

COW SSI ONER REDDI CK:  Ckay.

GLENN RIPPIE: And -- sorry.

COW SSI ONER REDDI CK:  You got nme with you
can't --

GLENN RIPPIE: Ckay. There's a mnor third
reason, but that's good.

COW SSI ONER REDDICK: Ch. | | ove m nor
reasons.

GLENN RIPPIE: No. The -- the third reason
IS, because there's an order of operations problem
Do we go to the people in the cluster first or do we
go to the singlet at first, and if we go to the
singlet first, that may affect what we do with the
cluster and vice versa. So if we do the cluster,
everybody gets their answer at the sane tine, and they
run in the same schedul e.

COW SSI ONER REDDI CK: | think this
guestion gets the sane answer as the l[ast ranp
guestion, and is it possible for -- well, not if
you' re watchi ng, but under the | anguage of the tariff
seens that a bad actor could institute a strategy of
underesti mati ng, and then bunping his | oad up so that
things don't match. Do you adjust your deposits, do

you adj ust what the custonmer can or can't do? How do
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you handl e that?

GLENN RIPPIE: So it's a really good
question. And the -- the answer is, there's no
mechani stic way to handle that, but it is the sane
answer in effect as the last one, particularly with
| oads, the size of transm ssion | oads, the size of
t hese custoners. |f sonebody cones to us and says, we
want, you know, 300 negawatts, and they end up pulling
500 negawatts, that -- that is not just going to,
| i ke, slide under the radar. W're going to figure
that out. W're going to figure whether that's
sust ai nabl e wi thout cost shifts, w thout adding
things, and if we don't have to add things, that
sol ves one problem but al so, renenber, conm ssioner,
that if they're, in fact, going 500, they're paying
166 percent of the transmi ssion rate they woul d have
been paid at 300, so. The -- in a sense, it is -- it
Is self-correcting unless they get to the point when
addi tional things have to be done or they start
gobbl ing up other people's capacity, and then we'll
act. We'll tell the custoner they can't operate at
that |evel.

COW SSI ONER REDDI CK:  Ckay. And finally,
what's your thought -- what's ConEd's thought on the

suggestions for further proceedi ngs?
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GLENN RIPPIE: So | can get as granular, |
t hi nk, as you want, but in general, these are very
| nportant policy issues. | -- | won't say that
they're not. They're inportant to reliability,
they're inportant to affordability, they are going to
be addressed in a variety of places already. W have
the IRP, first and forenost. W have discussions in
the legislature, we have REAP, we have the whol e
concept of transm ssion planning. [t also involves
generation issues, which are inherently, | would
suggest, not a -- not sonething that is well suited by
a tweak to a -- to a delivery tariff, but by sonething
nore conprehensive. W also, on sone of these, |ike
interruptible service rates, need to be very carefu
that the state work is in sync wth the regi onal and
federal work; right? W cannot wite a tariff that
says we're going to interrupt retail service to a
custonmer on these three conditions unless we know t hat
PJM can anal yze those three conditions, tell us when
they're going to be tripped or in the case of
advanci ng sonebody in the queue, tell us that those
three conditions are the neani ngful conditions that
will relieve constraints especially when sone of those
constraints may not even be in ConEd.

Ckay. That's the -- but, so what's the
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bottomline? M suggestion is, you have authority to

do a variety of things. M suggestion is that you not
wite into this order what you're going to do. But

I nstead, | ook at what is happening at FERC, | ook at
what i s happening here. Staff can propound data
requests. We are absolutely having di scussions on

this through the PJM process. W're having

di scussions on this at -- at FERC, both formal and
informal. |'m not argui ng agai nst additi onal
proceedi ngs. Hear ne, please. |'mnot arguing

against it. Wuat |I'marguing against is witing
sonething in this order that says we've got to be
ready to pull the trigger in 90 days because | don't
think we're going to be ready to pull the trigger in
90 days. And if we're forced to pull the trigger in
90 days, | think we're going to end up with a
suboptimal result.

COWMM SSI ONER REDDI CK:  What are the
suboptimal results that extending the process so that
we don't get an answer to sone of these questions for
nine nonths, a year, a year and a half?

GLENN RIPPIE: | wouldn't suggest waiting
necessarily nine nonths, a year or year and a half.
You know, I'll tell you, ConEd is -- and Exelon is

| ooking at these issues itself. W're talking to
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st akehol ders about this. W're talking to PJM about

this. W're talking to other TGs about this. W're
tal king to JNGO about this. It -- we're -- this is
not a plea to sit on our hands, Conmm ssioner Reddi ck.
It absolutely isn't. It's a-- it's a request that
what action you should take. You take -- you don't
lock inin this order that you need to enter in on
this record. But watch what FERC does. Watch what
PJM does. Start a dialog and -- and you know, | don't
know that the tariff that we would file in 90 days is
going to be the tariff we would want to file in 180
days. That's all.

COWMM SSI ONER REDDI CK:  What are the bad
t hi ngs that happen with del ay?

GLENN RIPPIE: So if we, for exanple, filed
a tariff that advanced in the enter -- in the | ow
I nt erconnecti on queue, which is -- which you can
control where it controls the generation and
I nt erconnecti on queue, and | believe you control the
| oad i nterconnecti on queue, based on a criteria.
Li ke, for exanple, we don't see a -- if they're
willing to interrupt under conditions that would
alleviate presently identified thermal or voltage
probl ens over the -- in a five-year study, for

exanple, 1'll say the followng. The first is, that
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five-year study nmay not be enough. |t nmay not take

I nto account the next cluster. It also may not be
sonet hi ng we can operationalize; that is, how do we
know when we actually open the breakers and drop that
custoner? Does PJM have the capability, because
they're nonitoring the network to tell us when that
condition that we thought about is going to hit, and
to tell us that, yeah, that's the right condition we
should worry about. It -- we mght get |ucky. W
mght not. |'mnot saying that we won't end up

wth -- wiwth a tariff that does sonething |Iike that.
" mjust saying, | don't know whether | know how to
wite it in the right way in 90 days, and if we
propose sonething that -- that five or six nonths

| ater we figure out is wong or inconsistent with what
PJMis doing or inconsistent with sonething that FERC
has adopted, that's going to sl ow us down, not speed
us up. Again, | amnot arguing for inaction. |I'm
enphatically not arguing for inaction. Wuat |I'm
arguing for is, not setting the tinme, not setting the
schedul e, and the content of those proceedi ngs now
when we know we've got an I RP com ng up, and when we
know we' ve got PJM | ooking at this now, and when we
know we have the federal authorities looking at this

now. We want to work with the stakeholders in this
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room and i n Washington and -- and that's how | think
It ought to be |ooked at. And if you think there's
action required in -- in 90 or 120 days, you have
anple ability to pull that trigger then. Just don't
presuppose it now.

COMM SSI ONER REDDI CK:  Does the record --
don't renenber this -- contain anything that | ooks
| i ke a discussion by the parties of what needs to be

done first, second or what can't wait?

GLENN RIPPIE: | would say the answer to
that is, yes, but inconpletely. | nean, JNG rate is
sone issues, which we no -- no -- no surprise think

are outside the scope of this proceeding. Qur
W t nesses have expl ai ned sone of the reasons why we
think it's out of the scope of this proceedi ng. But
they didn't say these aren't inportant issues or you
shouldn't | ook at them so. The answer is, yes,
there's a discussion of this in the record, but it is
nmy view that the record does not support demandi ng
action faster than it ought to be taken. Faster isn't
even the right word. To presuppose the -- the timng
and the procedural format of how to drive to the best
answers.

COW SSI ONER REDDI CK: Last one, guys. You

are conpleting -- in the process of conpleting your
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cluster one which has got to happen before you start

building it.

GLENN RIPPIE: Cluster one is conplete.

COW SSI ONER REDDI CK: Ckay. It's
conpl et e.

GLENN RIPPIE: W notified the custoners.
There were 11 custoners, eight initially said go
forward. W filed those eight wth FERC. They're on
the chart. As I've told you, as of yesterday, one of
t hose eight has renoved itself, so we now have seven.
What -- what remains on cluster one is hopefully FERC
approving those TSAs or potentially nodifying them
but in either sense, our tariff says, do what FERC
says.

Cluster two, we'll -- we are targeting
rel easing the results of to custoners at the end of
March. And then that process will go with --
February, March -- did you just shake your head? |

think it's March. And then the process wll proceed

the sane way. Custoners wll have 30 days to react,
deci de whether they want to go forward or not. |If
they go forward, then they'll be assum ng you accept
the proposal. |In substance, they'll have a TSA to
execute, we'll file the TSA, and it'll|l proceed. By

the way, that's about 11 gigawatts, | think. Assum ng
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everybody -- assum ng everybody said go forward.

COW SSI ONER REDDI CK:  Does that assune
that the proposed tariff is in place or do things stop
if there isn't a tariff?

GLENN RIPPIE: No. It does not assune
that. Although, it's affected by it. W have taken
the position that we do not believe it is appropriate
to proceed in the absence of transm ssion security for
reasons that we've explained in our filings at FERC.
And | cannot specul ate how we woul d react if you
reversed our tariff and said no, no, there is no such
retail. You know, we'd probably do sonething
different. But what the purpose of this tariff is to
make clear that this process is aligned between state
and federal jurisdiction that FERC is going to have --
Is going to view, and hopefully, accept a -- a
contract with all those details in it that we've spent
a lot of tinme arguing about; right? They -- they | ook
at the -- the credit requirenents and the periods of
time. Those are -- none of those are in this tariff.
This tariff just says 10 years of revenue. W're
asking you to say that that policy nmakes sense, that
it Is protective of custoners, and indeed, in the
absence of that policy, and as | said, a revenue

policy, pay your rate, all your costs, not just your
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mar gi nal costs. In the absence of that, it's not fair

to other retail custoners. Therefore, as a matter of
retail law -- if | can say retail law, that is a
requi rement of service, that wll align what we
believe is the appropriate FERC jurisdictional
position with what we hunbly believe is the
appropriate retail.

COW SSI ONER REDDI CK: | think you set up
everybody el se's response.

CHAI RMAN SCOTT: Conm ssi oner MCabe, did
you have a question?

COW SSI ONER MCCABE: The record says that
the average large load in the |ast year was
700 negawatts. Can you say how many of those were
nonst andard or under 3457

GLENN RI PPI E:  Under 3.5.

COW SSI ONER MCCABE:  345.

GLENN RIPPIE: On. Under -- yeah. So I'm
going to -- | believe -- and | wll tell you -- |
wll -- 1 wll conmt that | will send a note to
everyone in the service list that this is not true,
that all of the projects that are still going forward
In cluster -- | cannot say that. The vast majority of
themare 345. They may all be 345. And in cluster

one. Remaining in cluster one. |I'mtrying to think.
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If that -- 1'll say the vast majority, but it may be
the vast majority equals all. ZSS does not -- |I'm
maki ng a technical distinction, conm ssioner. ZSS
does not say they're nonstandard. It says they're
treated as if they're not standard. So, yes. That
woul d -- that would nake all the -- all those
facility's charges be cal cul ated under Ri der NS, and
t hen passed through as ZSS charge.

COW SSI ONER MCCABE: And beyond the | ast
year, any -- any sense of --

GLENN RIPPIE: So a rough standard is when
we get north of about 200 negawatts, you're going to
be in 345. So you can | ook at the nature of these
data centers and make a pretty good guess. |'mnot --
you know, |'mnot the system planner here. | cannot
tell you that there's not going to be a 205 that
sneaks over a 190 that doesn't sneak -- you know,
that -- | cannot say that, but when you start getting
I nto 500, 400, 600, and God forbid a gigawatt or gig
and a half, those are going to get served at 345,
period, full stop.

CHAl RMAN SCOTT: Ckay. Thanks, M. Ri ppie.

GLENN RI PPI E: Thank you.

CHAI RVAN SCOTT: Appreciate it.

M. Metzger, Ms. Janas, you have two and a half
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m nutes left.

MR. METZGER: Thank you, Chairman Scott.
Just a couple of quick points on rebuttal. First, |
wanted to clarify sone of the discussion regarding
Rider DE, so just -- Rider DE is distribution
extensions, so we're tal king about the cost to
connect, and | think there's been sone overstat enent
of the double recovery issue, particularly on the
distribution side. So it's not the case that directly
assigning certain costs to connect absolves the
custoner of paying their rates under the rel ated
tariff work today. |[If a custonmer requests that their
| i ne extension be undergrounded, they still have to
pay their distribution rate, and | think pulling back
the scope a bit, the principal is underlying that, and
the prohibition on and pricing, fundanentally, it says
you cannot force a custoner to pay twice for the sane
service over the sane facilities, and we don't think
our proposal contenpl ates that.

What we're saying is that the cost to

connect, particularly the -- those |line extensions
costs like we -- |ike we discussed here today nust be
directly assigned, but they still are going to have to

pay their rates for the part of the systemthat they

use.
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And then | also just want to clarify a
fundanental difference, and | think this canme up wth
a -- a question that Comm ssioner Paradis asked, but
the difference between kayak and guarantees based on
revenue, | nean, in the sinplest terns, kayak directly
assigns the cost to custoners, and they pay it up
front, and it doesn't go into the revenue requirenent.
So it's -- whereas, cost based on revenue or, you
know, protections based on revenue, the cost will go
into rate base, there will be depreciation expense,
taxes, cost of capital and all and the |ike over the
lifetinme of the asset. And so when you see those
costs spread out over 40 years of the asset, and you
don't have a guarantee that the custoner is going to
be around | ong enough to pay for those, that's when we
see the risk that we're trying to prevent with our
proposal s here.

CHAI RMAN SCOTT: Thanks, M. Metzger.
Anybody? Conmm ssi oner Reddi ck.

COW SSI ONER REDDI CK:  Your | ast statenent
you're saying, just for clarity, that even if | pay
100 percent of what it costs to build, there is stuff
that |'m not paying.

MR. METZGER: Right. To the extent you're

still relying on the existing systemor the system as
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It grows over tinme, you still have to pay rates for
t hat .

COW SSI ONER REDDICK: | didn't express it
correctly. If I'"'mtrying to protect you, ratepayer,

fromevery cost that | cause, and over 10 years | pay
all of the direct and indirect costs in the tariff
calculation, I -- | cover a hundred percent of that;
Is what you just said in assertion that there wll
still be sone residue in rate base that will continue
for 20 years?

MR. METZGER: Likely, yes, because of --
because of over tine, that's not just -- it's not just
the -- those costs. It's also the cost of capital,

It's the depreciation expense, it's the taxes that are

being paid on the revenue -- on that -- in the revenue
requi renent every year. So | -- | think there is
still -- 1 nmust not be understanding, and |I feel |ike

this is how we got --

COWM SSI ONER REDDI CK: My -- ny annual --
no. Mnthly paynents for 10 years would include --
basically, it wuld --

MR. METZGER: That portion of the revenue,
yes. Yes. Yes.

COW SSI ONER REDDI CK: So what's left?

MR. METZGER: So if the revenue is there
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for 10 years and the assets need -- or the -- well, |

guess -- okay. | see what you're saying. The
addi tional assets are covered up front, but | don't
think there is anything left in that case. | think if
you' re payi ng those costs to connect up front, and
then you' re al so paying your rates over tine, for that
portion of tinme, you're -- then you've covered your
costs, yes. | think that's correct.

COW SSI ONER REDDI CK: | - -

MR, METZGER: Ckay. | --

COW SSI ONER REDDI CK: | thought | heard
sonething different (inaudible) comments.

CHAI RVAN SCOTT:  Thank you.

MR. METZGER: Thank you.

CHAI RVAN SCOTT: M. Wallace, M. Klein.
You have a whole mnute, M. Wallace. | think your
mc is off. There you go.

NI CHOLAS WALLACE: Yes, it is. Thank you.
So I'mgoing to address four issues as quickly as |
can here. On project Manteno, M. Rippie's
description belies the reality that ContEd built this
project to benefit and provide service to a single
custoner. So in ConEd's own testinony, Exhibit 3, the
W tness says, ConkEd built this project to neet the

capacity need required ContEd to extend a second |ine
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to the custoner's location. In response to JNGO Cross

Exhibit 3, we asked how common is this type of two
lines in this situation? Conkd said, providing a
custoner wwth a second line is part of ConEd' s
standard service requirenents for custoners simlar to
proj ect Manteno.

Second point on the seven-factor test, the
seven-factor test does not control cost assignnent
especially to retail custoners.

Third point on and pricing. M. R ppie,
with all due respect does not have the and pricing
correct. FERC has been very clear that you can
directly assign interconnection facilities to
custoners and charge those custoners rolled-in rates,
and | have a quote that | can read froma FERC case,
and lastly, on the idea that bring your own generation
should wait or that it interferes with the capacity
market. PJMis already short on capacity. On their
| ast option, they were short on capacity. And they
respond to that with the board letter where they said,
and |'ll quote, the board notes ongoing efforts by
several states to facilitate bring your own new
generation while these efforts fall outside the
jurisdiction of FERC. They will be inportant to

accelerating the addition of need generation to the

LEXITAS



© 00 N O 0o A~ W N P

N N N DN NN P PP,
aa A~ W N P O © 00 N oo o~ w N+, O

Page 175

system so the tinme to act is now And -- and this
really can't wait. PJM doesn't expect you to wait
and -- and you should not.

CHAI RMAN SCOTT: Thank you, M. Wall ace.
Questions? | think we're in the Iightning round phase
here. Thank you.

M. Townsend, you have a mnute, sir.

CHRI S TOANSEND: Thank you. | first want
to circle back to an exchange Conmm ssi oner Reddi ck and
| had with regards to the size of the collateral. You
had asked a question, who pays the revenue requirenent
if the increnmental costs that are secured are |ess
than the revenue requirenent. W got off of that
topic once we realized it was dealing with the TSA,
and that's a federal jurisdictional question, but the
answer to that question specifically is, that NRG s
proposal is not to secure the increnental costs. |It's
the increnmental revenue requirenent. So we don't have
t hat gap underneath the NRG proposal.

As you know, going back to whether or not
this actually acconplishes the goals of protecting
custoners, revenue-based securities don't protect
custoners. There are specific projects that will be
under securitized. Revenue-based security also

doesn't attract generally the large | oad custoners
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because it -- it over securitizes for sone types of

custoners, and the types of custoners that it over
securitizes for are the ones you want to be locating
here. |It's the ones that are efficiently using the
system If you're inefficient in this revenue based
approach, the fornul aic approach, that's great for
them You give them-- they're going to be under
securitized, which again, feeds back to the question
of protecting the custoner. You're attracting the
types of -- of data -- of large |loads that are -- are
going to be inefficient in using the systemwth a
revenue- based approach. And that's exactly what you
don't want to do. You should be aligning the
responsibility wth the actual costs that those
custoners are inposing on the systemand trying to
attract the custoners that are going to use the system
efficiently.

CHAI RVAN SCOTT: Thanks, M. Townsend.
Anybody? Nope. You're good. Thank you.

CHRI S TOAWNSEND: Thank you.

CHAl RMAN SCOTT: M. Skey.

CHRI S SKEY: Thank you, comnm Sssioners.
Three quick points. First Manteno is not a co-| ocated
project. | just want to be very clear. Collocation

avoi ds many of the thorny questions that have been
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rai sed today about that project, so | would ask you to

keep that in m nd.

Secondly, there's a -- there's a suggestion
for an annual report process. W agree that there
shoul d be robust oversight fromthe Comm ssion. |
don't think annually is sufficient. To the extent
there is a inplication that sort of things are rolling
along just fine, | respectfully disagree. There are a
| ot of disagreenents anong the stakehol ders here about
process, transparency, information provision, changes
in policy, unilaterally, et cetera. | think a
quarterly large | oad working group would be a very
good step toward trying to iron out sone of those
| ssues.

Finally, the FERC order is not stayed. The
FERC order is in place. Any inplication, otherw se,

Is incorrect. To the extent that there is a Contd
concession that the general terns and conditions allow
the TSA to update the credit and col |l ateral

requi rements when and if a custoner takes advant age

of one of the new categories FERC has established,

then | think we're actually in agreenent, and | think

It should be included in the tariff. |If we're not in
agreenent -- if ConEd is not agreeing to that, then
ConEd is -- is admtting that it's foreseeing a
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process that depends on -- that nakes that cal cul ation
based on gross |oad, but the construct that the FERC
order now sets forth noves away from nmaki ng that
cal cul ation based on gross load. It nekes the
cal cul ati on based on how nuch you're actually | eaning
on the transm ssion system So | think it's
appropriate for their terns and conditions to at | east
acknow edge that that could be sonething that a
cust oner chooses, and therefore, their credit and --
excuse ne, credit requirenents should be nodified
accordingly. Thank you very nuch.

CHAI RMAN SCOTT: Thanks, M. Skey.
Questi ons?

CHRI S SKEY: Yes, sir.

CHAI RVAN SCOTT:  Conmi ssi oner Reddi ck.

COW SSI ONER REDDI CK: | think | asked a
version of this earlier of soneone else. If you' ve
got a custoner who has had his TSA nodified to refl ect
what he says he's going to be doing, not using a
hundred percent capacity, |I'mgoing to be around 60
because |'ve got this other thing going on over here,
and all of a sudden he goes to 75, what do you do
t hen?

CHRI S SKEY: Well, | -- 1 guess, it

depends. | think that what we're advocating is that
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If there's a change in the -- the -- a custoner opts
for one of the options that's not a hundred percent
NI TS, so sonething less than that, so the cost w ||
|l ess. |If the usage changes under one of those
categories, that's what we're advocating for. W're

advocating for accurate cost allocation. So as a

be

starting point, it shouldn't be 100 percent gross | oad

If that's not what's being serviced by the

transm ssi on system

COW SSI ONER REDDI CK: How is a change nade

to reflect your change in operations?

CHRIS SKEY: | think that's a fair
guestion, but it's to be seen. That's -- that's not
determ ned yet.

CHAI RVAN SCOTT: Ckay.

CHRI S SKEY: Thank you.

CHAl RMAN SCOTT: Thank you. Ms. Morl ey,
M. Ray, M. Bukowski. You have 3 minutes left.

MVEAGAN MORLEY: Thank you, chairman and
commi ssioners. W do not have any remarks on
rebuttal, but we are available for additional
questi ons.

CHAI RVAN SCOTT: Anyone? | don't think
anybody has any, so. You're good. Thank you. Went

all the way up there for nothing, Kolton, so.
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KOLTON RAY: (I naudi bl e).

CHAI RMAN SCOTT: M. Ri ppie, M. Conger,
you have 2 mnutes. Al right.

GLENN RIPPIE: (Inaudible) so | want to
address briefly a couple areas of what | think are
confusion, and then wind this up. | want to be clear
in the difference between interconnection facilities
or local facilities or the increnental facilities and
transmssion facilities. |If there's a debate about
what a given facility is, we can have that fight in
any nunber of cases, but |I don't think that actually
happens. As for what is an interconnection facility,
if it actually is the thing that hooks up the load to
the transm ssion system it's going to be D And it's
goi ng to be governed by your rate design. But if it
Is, in fact, network, if it has through flow, serves
ot her custoners, et cetera, it is T, and under FERC s
rate design, it is socialized.

Now, if that's correct, the seven-factor
test does not govern cost recovery, but it does govern
whi ch pot that goes into whether it is, in fact, an
I nterconnection facility that is D that is under ZSS
and directly assigned or if it was 138 through the 138
or whether it isin T. If it'sin T, we need to

address it, and that's why the TSA proposal is here.
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We're actually not fighting about Manteno. It was

built because the but for cause was the custoner's
| oad. But that doesn't change the fact that it becane
net wor ked.

Now, criticizing revenue protection is nmake
no m stake attacking the rate design. |It's saying
that the rates that custoners are charged don't
recover all the costs, all of them marginal and
enbedded. That's what a good rate design is supposed
to do, and that's why we hooked into revenue
protection, and enpirically, when you apply it to
cluster one, that gives custoners $2 billion of
protection for far less than a billion dollars of
I nvestnent. We've agreed to the annual report. W' ve
agreed that the |anguage of the tariff should refer to
the whole tariff, not that there should be endl ess
floating adjustnents of collateral, and the testinony
makes that clear. W've nade a case that all of these
proposed tariff amendnents are needed urgently because
of vast anmounts of large load. W think the record
and the presentations here support adoptions --
adoption of the tariff with the two specific
nodi fi cations that ConkEd has al ready accepted. Thank
you.

CHAI RMAN SCOTT: Thanks, M. Ri ppie.
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Questi ons, Conm ssioner MCabe, before you go?

GLENN RIPPIE: Sorry.

COW SSI ONER MCCABE: How do you feel about
gquarterly reports? And | recall there was sonething
in the record about nonthly reports.

GLENN RIPPIE: Yeah. | think that there is
a point which reporting becones a distraction and a
time sync, and an opportunity for a churning rather
t han an actual opportunity for supervision and
nonitoring. G ven the nunber of custonmers we've got
here, we've got six in this cluster, and 11 in the
next cluster, annual reporting coupled with the fact
t hat anyone can go to you or staff can ask for data

requests at any tine is the sweet spot on that

bal ance.

CHAI RMAN SCOTT: Al right. Thank you very
much.

GLENN RI PPI E: Thank you so very, very
much.

CHAI RVAN SCOTT: So at the risk of people
breaki ng out in applause, this wll conclude our oral
argunent. | want to thank everybody for their tine
and their patience and -- and the presentations and

al so to answer all of our questions.

And so with that and w t hout objection,
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this neeting stands adjourned.

(Audi o ended.)

Thank you,

Page 183
everyone.
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