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ACTI NG CHAI RMAN FLORES: Good mor ni ng. I's
everything ready in Springfield?

MR. WALLACE: Yes, it is, M. Chairman.

ACTI NG CHAI RMAN FLORES: Pursuant to the
provisions of the Illinois Open Meetings Act, | now
convene a regular open meeting of the Illinois
Comerce Comm ssion. Wth me in Chicago are
Comm ssioners Ford, O Connell-Diaz, Elliot and
Col gan. | am Acting Chairman Fl ores.

We have a quorum

Bef ore noving into the agenda
according to Part 1700.10 of the Illinois
Adm ni strative Code, this is the time that we all ow
for menbers of the public to address the Conm ssion.
Menmbers of the public wishing to address the
Comm ssion must notify the Chief Clerk's Office at
| east 24 hours prior to the Comm ssion neeting.
According to the Chief Clerk's Office, we have no
requests to speak at today's Regul ar Open Meeting.

Movi ng into today's agenda, ltem 1 is
Docket No. 09-0306 through 09-0311. This is the rate

case for the Ameren Illinois Utilities. Thi s case
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has been on Rehearing since June, and before us today
is an Order on Rehearing. The deadline for
Comm ssion action is Novenber 11. We are planning to
hold this until our Bench session on November 4th, so
there will be no vote on the Order of Reheari ng
t oday. But the ALJs are avail able should the
Comm ssioners have any questi ons.

Are there any questions for Judge
Al bers and Judge Yoder?

(No response.)

Very wel | .

Item 2 on today's agenda is Docket
No. 09-0592. This item concerns revisions to
Parts 412 and 453 of Title 83 of the Illinois
Adm ni strative Code. Before us today is a Motion to
W thdraw the current draft of the proposed rules and
ALJ Benn recommends entry of an Interim Order
granting this Motion to W thdraw.

Il will make a motion to enter the
| nterim Order.

Is there a second?

ACTI NG COMM SSI ONER COLGAN: Second.
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CHAI RMAN FLORES: Thank you.

lts been noved and seconded.

Al'l in favor say "aye."

(Chorus of ayes.)

Any opposed?

(No response.)

The vote is 5-0, the Interim Order of
Wthdrawal is entered. We will use this 5-0 vote for
t he remai nder of the Regul ar Open Meeting unless
ot herwi se not ed.

ltem 3 is Docket No. 10-0164. This
concerns Chanmpion Energy's Petition to protect
agai nst disclosure of confidential and/or proprietary
information in its ARES Conpli ance Report. ALJ Jones
recommends entry of an Order granting the requested
relief for three years with respect to letters of
credit and for two years with respect to the
company's income statement.

|s there any discussion?

(No response.)

Any objections?

Hearing none, the Order is entered.
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ltem 4 the Docket No. 10-0262. Thi s
itemwi |l be held for disposition at a future
meeti ng.

Items 5 and 6 can be taken together.
These itenms concern customer conplaints filed by
M chael Rokhki nd and Jay Sanders agai nst ComEd. I n
each case the ALJ recommends di sm ssing the Conpl aint
wi t hout prejudice for want of prosecution.

|ls there any discussion?

(No response.)

Any objections?

(No response.)

Heari ng none, these dockets are
di sm ssed.

ltem 7 is Docket No. 10-0500. This
concerns a conmplaint as to billing and/ or charges
brought by Linda Penal oza agai nst ConmEd. In this
case the parties have apparently resolved their
differences and brought a Joint Motion to Dism ss
which ALJ G | bert recomends we grant.

| s there any discussions?

(No response.)
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Any obj ections?

(No response.)

Heari ng none, the Joint Motion to
Dism ss is granted.

ltem 8 is Docket No 10-0540. This is
a Petition by Constellation NewEnergy for the
amendment of a Certificate of Service Authority to
operate as an alternative retail electric supplier in
I11inois. The amended Certificate would allow the
Company to offer the sale of power and electricity to
all eligible retail customers in ComEd's subservice
territory. ALJ Yoder recomends the Comm ssion enter
an Order granting the requested certificate.

|ls there any discussion?

(No response.)

Any obj ections?

(No response.)

Heari ng none, the Order is entered and
the Certificate is granted.

ltem 9 is Docket No. 10-0428. This
concerns a Petition for Confidential Treatment filed

by Just Energy. The Company now moves for withdrawal

6
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and ALJ G | bert recomends entry of an Order
approving the wi thdrawal of the Company's Petition.

|s there any discussion?

(No response.)

Any obj ections?

(No response.)

Heari ng none, the Order is entered and
the Petition is w thdrawn.

ltem 10 i s Docket No. 10-0110. This
is the Whispering Hills Water Conpany's rate case.
ALJ Riley recomends the entry of an Order approving
a rate case that would grant $352,515 in additional
revenues for the Conpany with that number com ng
after acceptance in the Order of a number of
adj ustments proposed by Staff.

|ls there any discussion?

(No response.)

Any obj ections?

(No response.)

Heari ng none, the Order is entered and
the new rates are approved.

ltem 11 i s Docket Nos. 09-0548 and
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09-0549. These dockets are rate cases for Apple
Canyon Utility Conmpany and Lake W | dwood Utilities
Cor por ati on. Before us today are Petitions for
Rehearing filed by the Attorney General's Office, the
Appl e Canyon Lake Property Owner's Associ ation, and
the Lake W | dwood Associ ation and the two compani es.
Judge Kinbrel reconmmends that the Comm ssion enter an
Order denying all party's request for rehearing.

|ls there any discussion?

(No response.)

Any obj ections?

(No response.)

Heari ng none, the Order is entered and
the request for rehearings are deni ed.

Item 12 on our agenda today concerns a
rate case filed by ComEd in 2007. It's Docket
No. 07-0566 and its status on appeal. Because this
matter concerns pending litigation, the Comm ssion
may consider this matter in closed session.

| make a nmotion to go into closed
sessi on.

ls there a second?
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ACTI NG COMM SSI ONER COL GAN: Second.

ACTI NG CHAI RMAN FLORES: Its been nmoved and

seconded.

Al'l in favor say "aye."

(Chorus of ayes.)

Any opposed?

(No response.)

The vote is 5-0 and the Comm ssion
will now go into closed session to discuss this

pending litigation matter.
Springfield, would you please advise
me when everyone has cleared the room please.
(Wher eupon, at this point the
foll owing pages 10 - 46 of the
proceedi ngs are contained in a

separate closed transcript.)
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(Wher eupon at this point pages
47 - 93 of the proceedings are
contained in this open
transcript.)

MR WALLACE: We're ready.

ACTI NG CHAI RMAN FLORES: Very well. To recap
in closed session the Comm ssion discussed issues
related to pending litigation over the appeal of the
Comm ssion's Order to Docket No. 07-0566, Com Ed's
2007 rate case.

We have one last item for
consi deration today, Item 13. This item concerns
Illinois Statewide Smart Grid Col |l aborative Report.
Enernex is here today to provide a briefing on the
Report for the Comm ssion.

Enernex -- who do we have fromthe
Enernex team please? |If you could identify yourself
for the record.

MR. RI CK WORNAT: Ri ck Wornat with Enernex.

MR. ERI C GUNTHER: Eric Gunther with Enernex.

MR. MARTI N COHEN: Martin Cohen with Enernex.

a7
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ACTI NG CHAI RMAN FLORES: You may proceed.

MR. RI CK WORNAT: Do the Comm ssioners have
hard copi es?

COMM SSI ONER FORD: Yes.

MR. ERI C GUNTHER: | guess we'll go ahead and
start.

MR. WALLACE: We're not hearing anything in
Springfield.

ACTI NG CHAI RMAN FLORES: Can you pl ease make
sure that the light is on.

MR. ERI C GUNTHER: The |ight needs to be on
Okay.

ACTI NG CHAI RMAN FLORES: Thank you.

MR. ERI C GUNTHER: Thank you for having us here
to provide you a briefing on the Coll aborative.
We've delivered the Coll aborative Report on October 1
of this year culmnating a 21-nmonth effort to provide
t he Comm ssion with a broad range of recommendati ons
on policies related to future smart grid i nvestnments.
We' ve been pleased and honored to have the
opportunity to work on this effort for this 21-nmonth
period of time. It's been an interesting adventure

48
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to stay the least. W've |learned a |Iot and | think
everyone in the Coll aborative has |earned a | ot,
whi ch, of course, has been the point.

The recomendations in the Report are
focused on four key areas, consumer policy, overall
technical requirements, the cost benefit framework,
and in filing requirenments. So that's how the
overall report is laid out.

The Report reflects substantial areas
of consensus anong the stakehol ders for which there
was a significant ampbunt of consensus was achieved.
However, it wasn't achieved in several inmportant
ar eas. So the Report goes into sonme detail on both
of those areas where we had consensus and we where
did not. So what 1'd like to do now is have ny
coll eague Rick Wornat go into some detail on the
areas of consensus and give you that overvi ew.

MR. RI CK WORNAT: So we're going to spend a
[ittle time with the key areas of consensus and then
we' |l probably try to and spend nost of our time on
t hose areas where we were not able to achieve
consensus on the outstanding issues.

49
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But first, where we did have consensus
and -- first of all in identifying for the catal og of
Smart Grid applications. \What are all the things
that Smart Grid can do, and what are the potenti al
costs and benefits associated with those investnments.
Al so on the technical side of things, we identified a
very broad set of both applications specific
technical requirements and some general design
requi rements that should apply to all Smart Grid
i nvest ments.

Those technical requirements are there
to help insure that any investnments that are made in
Smart Grid would help achieve interoperability,
security fromcyber attack, |longevity and scalability
of the investment, conpatibility with national
standards, and to provided support for various
consumer protections, things |ike data privacy as
wel | as supporting other customer benefits,
interconnectivity now with the Smart Grid and the
overall interactivity and responsiveness to Smart
Grid applications.

Anot her big area of consensus was

50



10

11

12

13

14

15

16

17

18

19

20

21

22

around a cost benefit framework for Smart Grid
i nvestments. And what we were able to devel op here
was a met hodol ogy for dealing with cost benefit
analysis of Smart Grid investments. The focus here
was really on trying to provide or to creat a
framewor k that would provide the Comm ssion with
mul tiple views or perspectives on investments. Now,
one of the unique things about the Smart Grid is that
there are potentially many beneficiaries, not just
necessarily the electric customer and ratepayers. So
it's important to | ook at adjustments from nultiple
vi ewpoints. So we identify several tests that can be
applied to give the Comm ssion the advantage of those
different views and perspectives.

Now, with the cost benefit framework
t hat was outlined in the Report specifies that the
cost benefit analysis should be very inclusive of all
costs benefits as long as those costs benefits are
significant, quantifiable -- and quantifiable in a
transparent way -- and would be relevant to the
anal ysi s. So that the cost benefit framework calls
for |l ooking at inpacts on reliability, impacts on the
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environment, our changes in |oad shape and attempting
to quantify and nonetize this.

The cost benefit framework al so
specifies that the sensitivity analysis should be
performed on these investnments. There are changes in
estimates of values could impact the overall results
of the cost benefit analysis. So as part of hel ping
the Comm ssi on understand how that test results m ght
vary and would change some of those variabl es that
were indicated in the reconmendati on.

Al so requiring conmparative anal yses of
Smart Grid investnments. Potentially there may be
ot her investment that the utility could undertake
t hat woul d achieve sim |l ar benefits to Smart Grid
i nvest ments. So where those opportunities m ght
exist, there would be a requirenment to present those.

COMM SSI ONER ELLI OTT: Qui ck question with
regard to this. | know you suggest this is a key
area of consensus. Was there a discussion of the
upstream val ue associated with ancillary services in
the RTO markets? Was this part of this and is it
anticipated that it's going to be part of this

52
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structure you're tal king about | oad shape and i npacts
on reliability requirement? You didn't specifically
| ook at just the LSE's control area, but encompassing
further up streamin ternms of reasonable benefits?

MR. RI CK WORNAT: That's absolutely within the
purvi ew. | guess one thing to mention there rel ated
to changes in | oad shape, there are potential impacts
to Illinois ratepayers and there are potenti al
i mpacts to ratepayers outside of Illinois. So the
cost benefit framework is careful to insure that any
benefits that would accrue outside of the Illinois
rat epayer popul ation could be identified, but they
woul d be identified only as a societal benefit and
t hat woul d be captured in a societal test rather than
in the other test.

COMM SSI ONER ELLI OTT: Thanks.

MR. RI CK WORNAT. And then also on the cost
benefit framework, the stakeholders felt it was
i mportant to have this cost benefit frameworKk. It
woul d be an important tool for the Conmm ssion to
informits decision-making, but it should not
necessarily be a determ native standard. Now, there
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are other considerations besides just cost benefit

t hat obviously the Comm ssion needs to consider.
Finally cost benefit framework includes some
recommendations for the ongoing nmonitoring and
verification of investments after the fact, so we can
monitor what's estimated versus the actual cost.

In the area of consunmer policy there
were a number of areas to cover here that we were
able to achieve consensus on recommendati ons on data
privacy and data access. First, the customers nmust
have ready access to energy usage and cost data,
whet her that be in a realtime basis or on a
hi storical basis for something |like that.

Al so there was an enphasis on the need
for informed customer authorizations for the rel ease
of data to third parties and that there needed to be
full disclosure to customers on the scope, duration,
and purposes for the updated release to third
parties. And then protections against the
unaut hori zed rel ease of custonmer new dat a.

On the subject of consumer education,
there was a cl ear consensus around the inportance on
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t hat and the importance on customers understandi ng
t he goals, the costs, the benefits, and the
availability of tools and resources that could help
t hem manage their energy consunption. | guess |
should add that there was no consensus -- there are
no specific planned outlined reports about who should
do that conmmunication, but everyone acknow edged t hat
it was important.

On the subject of --

ACTI NG COMM SSI ONER COLGAN: Was it discussed
who should do it or was there a discussion about that
or is that an area of nonagreement?

MR. RI CK WORNAT: Yes, there was. And | think
it was the feeling of nost stakehol ders that there
needed to be a multi-party effort. It would not be
sufficient, for example, for the utilities to be the
only source of information about Smart Grid
i nvest ments. So there's probably a role for many
players in that, including the Comm ssion.

COMM SSI ONER O CONNELL- DI AZ: Was there a
di scussion with regard to cost for this education
because this to me is the $64, 000 question.
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Everybody tal ks about it, we all sit and | ook at each
ot her, who's going to do it, it's this and that, and

to just say everybody should do it, well that's

great, fine, well, and good. But there are costs
associ ated with actually doing -- for lack of a
better word -- marketing program or educati onal

program Did you get into the details conpared to
t hat ?

MR. RI CK WORNAT: Only that the cost of the
educati on needed to be part of the overall cost
benefit analysis. That needed -- the cost of
educating customers needed to be understood to be an
i ntegral part of the overall investment. That the
investments woul dn't necessarily work wi thout having
an informed new custoner base. But we didn't get
into trying to estimte what the cost of that m ght
be, only that it was of critical importance and it
need to be captured in the overall cost benefit
anal ysi s.

COVMM SSI ONER O CONNELL-DI AZ: And when you say
"consensus," was this a wi de consensus on this issue
or do you have people sitting in the back of the room
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not saying anything that are inmportant players in
this?

MR. RI CK WORNAT: That's a very good question.
What does consensus mean because we refer to it both
here today and in the Report. W define it in the
Report the best that we can. If the consensus sort
of represented the absence anongst stakehol ders of a
stated contrary point of view. | think it's also
i mportant to understand that every stakehol der
couldn't participate in every court session. So, you
know, therefore perhaps not all views were heard.

But to a degree possible that was part
of our overall task as facilitators to make sure that
t hose voices were heard and di scussed and, again, to
represent a consensus where it existed or consensus
actively and where that was not possible to make sure
t he opposing views that couldn't be resolved were
expressed in the Report.

MR. ERI C GUNTHER: We also made it inportant to
find out that we didn't take votes. W didn't
attenmpt to establish whether there was an

overwhel m ng group on one side versus the mnority
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group on the other side. You won't find that in the
Report to try to characterize that because there's no
way to effectively do it. And when there are
contrary views expressed upon any issues, they are
given equal weight in the Report and not
characterized otherw se.

COMM SSI ONER O CONNELL- DI AZ: We' ve been down
this road before on other issues. To have all the
this work on this inmportant subject matter to nove
our state forward on so many fronts, to not have that
really bound-up group of folks that are going to nove
the ball forward to me is -- | don't know how we
insure that we do that, but it's really critical
because we can't be doing what we did before when we
had wor kshops in the post 2006 thing. | mean, |
don't know how much work went into that and people
sat on their hands and didn't have anything to offer
and then, you know, threw a wrench into all of this
wor k.

And now -- that was very serious, but
this is really serious because it has so many fronts
on it that are inportant for our state. And | think
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we all need to be on the same train. That's all I

m

sayi ng. So for us to sit around and tal k about this

and to try to nove ourselves forward and then to have

it hijacked by a certain interest groups, to me, we

need to be really careful. W need to band together

and make sure that that doesn't happen.

MR. RI CK WORNAT: That's a fair point. And,
again, | think where we have represented consenus,
was the best that we can determ ne. Parties are
certainly always able to change their m nds.
Consensus today may not necessarily mean consensus
t omorr ow. But in ny sense from working through the
process over the last 21 nonths is that when we got
to a consensus position, it truly was consensus for
t hose that were participating.

COMM SSI ONER O CONNELL- DI AZ: | guess | would
have taken attendance and counted heads on each one
for a trust factor. That's all.

MR. ERI C GUNTHER: ' m sorry?

COMM SSI ONER O CONNELL- DI AZ: | would have
counted hands and taken names. This is where we're

going to be going in our future and we all need to

it
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move together. We have a nmessage to take to our
consumers. We all need to be part of the nmessage.

MR. ERI C GUNTHER: Frankly, in these kind of
scenarios, folks doing that and know ng they were
going to be on the record, we wouldn't have gotten
themin the room

COMM SSI ONER O CONNELL- DI AZ: That's call ed
bei ng honest brokers; right?

MR. ERI C GUNTHER: We had 290 participants in
t he Col |l aborative representing not quite that many,
but certainly over a hundred different organizations
and interest groups with different perspectives.
Then we had different work groups who did the primry
wor K. So it became -- determ ning, you know, the
extent of support for a particular position and then
quantifying it some way. First of all, the
col |l aborators didn't want to do that and it was al so
too much of an inpossible task to try to gauge the
| evel s of support fromthe position. So we tried to
descri be the different positions, and at some point
it may be up to you

COMM SSI ONER O CONNELL- DI AZ: We al ways have --
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COVMM SSI ONER ELLI OTT: A quick question on the
areas of both consensus and nonconsensus. This has
been a two-year process and obviously we're
considering policies on it moving forward. On one of
the issues | think there will be a concern in there
is what's the time and | ayout on the policy docket.

G ven that this has been a two-year process and

open -- |'massum ng that no one is comng into this
wi t hout extensive know edge of what the issues are on
both technical and policy perspective. And it seens
to me -- | would |look to you as -- we don't need to
pl ow a whole | ot of new ground here. It's just a
matter of getting people off their hands and onto the
paper. And | would just ask if that is a fair
assessnment of where we are at this particular stay.

MR. RI CK WORNAT: | think that's a fair
characterization. W'Ill admt we're going to talk
about what would seem to be the value of the
Col | aborative and one of those is sort of educating
t hat group of stakehol ders, getting everybody to sort
of the same |evel of understanding, not only with the

technol ogy, but of the issues. There's also been
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narrow ng of those issues. \Where do we agree? MWhere
can we agree? And where are the real points of
contention and what are the arguments on the two
different sides?

ACTI NG COMM SSI ONER COL GAN: | was kind of
assum ng that some of the stakeholders came to the
table wi thout much of a good technical understanding
of what was on the table. And | woul d hope that
t hrough the process there was a | ot of |earning that
t ook place. Was it your observation? And, | mean on
t he national level it seenms -- my observation anyway
has been that the position of the so-called consumer
advocates has evolved over time to the point where
they seem to have a better understandi ng of proposals
and start to understand where to take positions
wher eas when the process started some were just
saying no because they didn't have their positions
devel op. Did you observe that happening in this
process?

MR. RI CK WORNAT: | would agree with your
characterization that everyone | earned through this

process. | think froma technical standpoint, |
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think we sort of raised that | evel of understanding;
but also on some of the consumer policy issues. I
think there is a greater appreciation on all sides
now for what those concerns are; the ones that seem
to be able to be resolved am cably and also a
clarification on those issues that seemto be nore
attractabl e.

MR. ERI C GUNTHER: The overall |evel of
know edge on all these areas, technical, policy
i ssues definitely Illinois is now unique, | think
among nost states rare of any exception having that
overall | evel being much higher than it ever has
before. There are other states that focused a | ot on
just tech. So there's a |ot of people who just
understand the technol ogy, vender-driven business
sides, so just elenments there. And what we've been
able to accomplish here is the merging of policy,
busi ness aspects, and technical aspects. | think
Illinois is now in a unique position. That ground
has been pl owed. You' ve got a good foundation for
moving forward. There is still a lot of work to do
to get people off their hands and moving forward.
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COMM SSI ONER O CONNELL- DI AZ: | think your
point is really excellent. Thank you very much.
Because as | go out and talk about this to fol ks, |
suggest that we're building a house and we're really
doi ng the excavation and we didn't know what we were
going it hit. Because | can remenmber sitting in the

ki ckoff meetings and there were people there, nyself

included, | didn't know this and it's foundation.
And wi t hout that foundation, | don't know how you
could get to the second level. This is just the
basement .

MR. RI CK WORNAT: Just to give you an exanpl e,
Texas, for example, has been moving full speed ahead
mai nly focused on the technol ogy. Ri ght now they're
in the process of trying to get sonme additional
assistance in thinking on the |arger picture. And |
know t hey' ve been | ooking with great interest -- as a
few other states that I'Il mention in my closing --
on this report and what's been done here. So other
States are interested in what's been going on.

MR. ERI C GUNTHER: And we'll talk more about

this when he tal k about the value of the Report which
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we intend to talk about at the end. But this process
i nvol ved a whol e range of stakehol der groups who
normally don't participate in Comm ssion proceedi ngs
t hat we don't see around here, and they participated
fully and I earned a lot. All of the stakehol ders, we
certainly have a |l ot of gratitude for the seriousness
for which they took this and for the anmount of tinme
t hey put in. Peopl e who don't participate usually in
any litigation -- but, you know, those who do put in
as much time or more time than they would on any rate
case or other type of proceeding. So we were pleased
by the seriousness and purpose and the way that
people really dug in and stayed in and stayed with it
and | think that everybody | earned a | ot.

MR. RI CK WORNAT: Okay. Just a couple nore
poi nts of consensus and then we'll move on to the
more divisive issues. In terms of utility rates in
Smart Grid environment, and perhaps it's a stretch to
say that there was consensus here, but there was
agreement here that there should be customer choice.
You'll see here in another slide or two that it was
not necessarily consensus about what those choices
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shoul d be or what the defaults of the positions
should be, but | think there was agreement on nostly
all parties that customer should have a choice about
what kind of rate structure they are operating on.
And then finally just to mention

customer prepayment for electric service. Thi s
application there were a | ot of stakehol der concerns
around it, but I think we can say that there was
agreement anongst the stakehol ders on the need for
careful scrutiny of any proposed prograns to ensure
t hat should we go down this path in Illinois that
t here are adequate consumer protections in place for
customer prepaynment. And then with that I will turn
it over to Marty Cohen who's going to talk about sone
of the unresol ved issues.

MR. MARTI N COHEN: "1l spend a few m nutes
goi ng through issues that we spent many, many, many
hours on which were thoroughly discussed in the
Report itself. But | want to just point you to the
areas that we did not reach consensus and descri be a
little bit about what those di sagreements were.

These are in no particular order, but
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the first one that we should point out has to do with
the rempte di sconnection and connection opportunities
for AM Smart Grid. We're tal king about now t he
di sagreenment about renote disconnection for
nonpayment. There was broad agreenment that were
benefits fromrenmote service switch for customers
getting new service, for people were nmoving, people
who were | eaving, that they would be able to
di sconnect and connect remotely has certain
advant ages. But when it comes to a disconnection for
nonpayment, then there was significant disagreenment
as to whether that should be allowed to occur under
any environment. Peopl e were just basically able
because of remote service institute to be
acconpl i shed.

So you see the arguments here for and
agai nst as to whether there ought to be renote
di sconnection for nonpayment. There was di sagreenment
about -- | should say as reflected in the Report --
about what the current practices are and how t he
current rules would apply even today with AM in
pl ace as to how di sconnections are acconpli shed. But
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the arguments are in favor that obviously the cost
saving fromremte disconnection as well as the
opportunity for applying the rules, whatever they may
be, consistently so that people are disconnected in
sort of the same time frame for exanple --

COMM SSI ONER ELLI OTT: Ils there any kind of
di scussion of transitional mechanisms, you know, sort
of belts, suspenders approaches for certain periods
or until such time? Was there any discussion of that
at all.

MR. MARTI N COHEN: There may have been
di scussi on. | don't think there's anything reflected
in the Report about transition mechani sns. Now,
there was certainly a |long discussion --

COVMM SSI ONER ELLI OTT: And this is just not
l[imted to this particular issue, but rate design and
a number of different other things. Was there any
di scussion of sort of a hand-hol ding approach for
some period of time, customer education combined with
transitional mechanisms, that type of thing? Was it
di scussed at all?

MR. RI CK WORNAT: | think there was sonme
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di scussion around transition in ternms of rate
structure. | don't believe that ever got formalized
and documented in the Report per say. There were
di scussions that -- | guess | would point out -- |
believe the State of California on this issue said
that for a period of 12 nmonths after Smart Grid or |
guess in this case, AM was inplemented, that there
woul d not be a renmote disconnect without a site
visit. After that, | think, they would require site
visit 48 hours prior to the actual disconnect; but
otherwi se | think their previous rules and procedures
related to disconnect for nonpayment would | argely
stay as they were prior to the introduction of the
new t echnol ogy.

MR. MARTI N COHEN: So there was gener al
di sagreement on a whole range of issues regarding
remote di sconnection for nonpayment including certain
factual i1ssues of whether it would be nore prone to
error, for exanple. Some people in the Coll aborative
t hought that remote disconnection would more |ikely
to be in error; others said, no, it's nmore likely to
be nore accurate. W don't really have a way to
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gauge that on a factual basis nor present any
evidence to try to measure that. But there are just
di fferent viewpoints as to what is likely to happen
in this sort of new world of remote disconnect for
nonpaynent .

COMM SSI ONER ELLI OTT: It seems |ike a
transitional mechanisns to oversee the accuracy into
that for some period of time.

MR. RI CK WORNAT: Certainly. That just makes a
| ot of since for a nunmber of these things.
Transitional mechanisms for -- |'ve even heard ot her
states tal k about transitional mechanisms for rate.
Opting to go under a rate, calculating both, and
seeing how you do transitional mechanisms for the
di sconnect process. A lot of folks are talking about
it, but Ilike | said, | think nore than anything else
t here was an assunmption that it would probably be
necessary for steps moving forward; but no nore
di scussion than that.

MR. MARTI N COHEN: Ot hers woul d argue that a
site visit is necessary to see the prem ses, to see
if there's a condition on the prem ses that m ght
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affect safety or health to the point the custoner
shoul d not be disconnected. The utility doesn't know
that there's a medical condition that would warrant
keeping the service on, that sort of thing. That's
why we need to have a site visit and also for social
reasons. But, of course, others argue well then | ost
are all these benefits of cost savings by requiring a
site visit prior to disconnection. W no |onger need
to physically.

And as | said, disagreement of what
today's rules mean -- is there are a knock on the
door or not under today's rules, that sort of thing.
Those are unresolved by the group as to what it all
means. And | think that would finish on the
argument s agai nst renote di sconnection policy. Some
people think it will be a greater nunber of people
di sconnected and that is objectionable under any
circumstance by some stakehol ders.

ACTI NG CHAI RMAN FLORES: Let me ask this
gquestion, you've raised this already so, there is --
are you suggesting that there's already a question or
confusion as to what the current rules are before the
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| CC concerning disconnection policies?

MR. MARTI N COHEN: | think that's fair to
st at e.

ACTI NG CHAI RMAN FLORES: It seens to me that
that is an issue that frankly is outside the scope of
what you're doing, but one that is obviously
extremely important and one that we should probably
have to eval uate ourselves to bring about some
clarity so that there is no confusion on what those
rul es are.

COMM SSI ONER O CONNELL- DI AZ: There's a
rul emaki ng going on Part 280 for the | ast two years.

MR. MARTI N COHEN: There is a Part 280
rul emaki ng that's been underway.

ACTI NG CHAI RMAN FLORES: My point is that we
have to underscore that because | don't want to hear
that there is confusion anong the parties about what
the rules of engagement are for disconnection of
service. So |I would -- you know, | think it's
somet hing that obviously all of us should take a
really hard | ook at and see how it is and if that

i ssue can be resolved if it appears that we are in
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t he process of doing that now. But | want to
underscore how i nportant that is so that there is no
conf usi on.

MR. MARTI N COHEN: Ri ght. And there may not be
confusion, but there is a lack of conmmon
understanding as to what today's rules require.

ACTI NG CHAI RMAN FLORES: Sounds |ike that's
confusion to ne. | don't mean to be, you know -- it
sounds like to me -- | don't want to, you know - -

t hat concerns obviously all of us here.

MR. MARTI N COHEN: That |ack of an agreenment is
addressed in the Report and will be addressed.

ACTI NG CHAI RMAN FLORES: Let me ask this, |
just haven't had a chance to read the entire report
yet, it's very long report. We will get to it, but
do you provide specifics in ternms of where some of
the things that are -- the specifics in terms of
poi nts of disagreement in the Report with regards to
this policy, the disconnection policy?

MR. MARTI N COHEN: Yes, we do quote the current
rule and discuss briefly the fact that there is a
di sagreement about what that nmeans.
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ACTI NG CHAI RMAN FLORES: About what the parties
think it means to the extent that they've raised
t hese issues in the Coll aborative?

MR. MARTI N COHEN: Yes, there was a | ong
di scussi on. It does go into great detail about the
current status of the rule and howit's interpreted
in today's technol ogy. It's mentioned.

ACTI NG CHAI RMAN FLORES: Ri ght . |'d be nore
curious to know what the parties think what it means.
Did you include that in the Report?

MR. MARTI N COHEN: We don't have specific
different views on what the rule means today. |t
simply quotes the rule and di scusses the fact that
there is a lack of agreement as to what is required.

ACTI NG CHAI RMAN FLORES: Very wel | . Fair
enough.

MR. MARTI N COHEN: Movi ng on to the next
unresol ved i ssue which would be the rate issue. | f
we have Smart Grid -- basically if we have AM in
pl ace, what would be the appropriate default rate?
There is no agreement about that. Keeping in m nd
that we are tal king about the default rate, that is
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the rate that a customer would pay under if they
don't make a choice. There was agreement that
customers should have choices and a variety of
choices and it goes into some detail of the sorts of
choices that customers should have and there was
general agreement that choice should include a fl at
rate option. But there was not agreement as to what
is the default. What do you have if you don't
choose? What do you start with for a rate structure?
Would it be time variant or would it be the flat rate
t hat we have today?

COMM SSI ONER ELLI OTT: G ven these
di scussions -- was there a discussion about the |PA
and the inmplication of any of this with regard to the
three-year forward procurenment process and what that
i mplies and how -- whether, again transitional
mechani snms di scussed about how to tie this particular
perspective into that process?

MR. ERI C GUNTHER: There was di scussi on about
how this would effect the IPA, that is the
procurenment that we have to accommodate new choices
and the | oad shape, but transition mechanisns are not
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included in the Report. What the group of fol ks have
done is the idea of choices for customers choices
fromthe utility company of different rates where --
some people call different progranms that they could
participate in. But the default rate, that is what
you begin with before you make your choice is
crucial. They've agreed on that, but there are those
t hat thought that it should be a time variant rate
and there are those that thought it should be a fl at
rate. We had | ong discussions on the differences in
t hose opinions and why. They are briefly discussed
in this sheet, but | think we all understand those
i ssues and back and forth on the appropriate default
rate whether it be a time variant or flat but there
was a significant disagreenment about that issue.
That's one of those tough ones the Comm ssion will
have to resolve.

| do think it's important to note that
there was a consensus that there be choice and that
nobody woul d be required to take a particular rate.
There was discussion in the group -- we had a | ong
di scussion about this and initially there were
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parties who said, you know, we should have mandatory
real time. Those views however, after a |ong
di scussi on back and forth really were not consensus
views. The consensus that devel oped was the custonmer
shoul d have a choice and that choice should include
traditional flat rate at a mninum There are those
who say it should be flat rate as a default and there
are those who say it should not. But there was nore
consensus on this issue that one m ght think. Some
of the options given did not have a | ot of support.
COMM SSI ONER ELLI OTT: Consi dering that -- at
| east my reading of the |egislation and statute
before us is that there nmust be a flat rate option.
Did anybody tal k about potential |egislative changes
necessary to inplement any of these changes or did
t hey believe that there was sufficient latitude in
the current statutes that would allow for a w de
range of rates?
MR. MARTIN COHEN: We didn't do a | ega
anal ysis of what may or may not be avail abl e under
current law. At the outset it sort of broadly

focuses -- we call it blue sky where we would think
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of what m ght be optimal of those ideas and whet her
or not they would require legislative or rule changes
and there are different places in the Report where
t hese sorts of potential changes are discussed or
el uded to. But | don't think under the rates policy
section there is anything there about statutory
changes.

Movi ng on from there | guess the next
i ssue unresolved and we're all famliar with this one
has to do with cost recovery. W don't need to spend
a lot of time on this today. | think you may have
al ready been tal king about this today one way or
anot her. But it's a significant issue obviously and
there is a good | ong section discussing it in the
Report. Obviously we're tal king about the --
generally speaking would you recover cost are Smart
Grid and sone alternative way through a Rider or some
ot her mechani sm or whether you do it through
traditional based-pay cost of service mechanisns.

And | think that the discussion in the
Report on this issue is thorough and deep and gives
great description of both sides -- or there's nore
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than two -- nultiple sides. It al so goes into
options that m ght be avail able. What we ended up
with because there was so little di sagreement about
what shoul d be done, | think what we have is a series
of questions about the -- were raised for your

consi deration and for everyone's consideration

about -- what you have to think about is what are the
key issues and how do you determ ne what's

appropri ate. And we didn't concern ourselves in the
Col | aborative with the law -- with trying to
interpret the |law or fight about what we think is
correct with the law. We sinply |ooked at it from

t he regul atory perspective and what would be ideal in
the long run for consumers for noving forward and for
showing that this is the right cost recovery and the
right time frame and how do we to that.

So there's a whole series of questions

on cost recovery that are in the Report. And there's
al so a discussion -- a very informative discussion of
the different sides of that issue. | ssues that we've

al ready been addressing for many years and conti nue
to, so those won't go away. | think it was inportant
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t hat stakehol ders on all sides of issue wanted to see
it addressed in the Report.
MR. RI CK WORNAT: | just want to point out that
cost recovery was not one the foundational policies
t hat the owner asked the Coll aborative to address.
This is really one that the stakehol ders put on the
tabl e and was inmportant for themto discuss. And so
therefore we didn't spend quite a bit of tinme
di scussing it. Unfortunately we can't deliver you
the perfect answer today, but | think there is sonme
val uabl e di scussion in the Report around what the
i ssues are, the kinds of questions that you will need
to wrestle with and hopefully it will be fun.
COMM SSI ONER O CONNELL- DI AZ: Woul dn't you say
that the issue is prudency, whether it's a Rider,
whet her it's in a cost recovery mechanismin a rate
case, so it's a timng issue. It's a prudency issue
as to whether the Comm ssion finds that those

investments that are before them have been prudently

made either in hindsight or if it's a rate case. |t
could be a future test year. So you're kind of
guesstimati ng what those costs are. It's not a
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gquestion of, you know, just say no to all of it.
It's a question of timng and when that recovery is
made. Wbuld that be a fair assessment of the

di scussions that you' ve had?

MR. MARTI N COHEN: Yes, very much so. And that
is deeply discussed in the Report. And really what
this issue comes down to, it's legal, it's
regul atory, it's also philosophical and it's very
broad. The question is, are Smart Grid investnments
different somehow from other investments a utility
company makes, and, if so, how are they? And then,
if so, does that mean that they should be treated
differently for regulatory purposes? W approached
this very broadly starting with those sorts of
guesti ons. | think there's a good discussion on
t hose, the ways in which Smart Grid investments are
seen by sone stakeholders to be fundamentally
different than other investments, the ways in which
they are seen to be fundanmentally the same as ot her
investments by some ot her stakeholders. These are
issues we're quite famliar with. They're not easy

i ssues. One way or another they'|ll get resolved and

81



10

11

12

13

14

15

16

17

18

19

20

21

22

they're going to have to be resolved in order to nove
forward. We haven't resolved them | think it's a
very val uabl e section for anybody interested in the
issue to study up on

The final set of unresolved issues,
the final requirements -- we did put together a |ist
of what the utility should be filing if they are
seeking nontraditional recovery, so it's tied into
cost recovery issues. If the utility is not seeking
additi onal recovery, it's part of the rate case, then
you file everything in the rate case as you do for
any other investment. But in the case of sone
different treatment, some alternative treatment, then
we worked on a |ist that what was agreed to on all
sorts of information that ought to be -- the company
filed for Smart Grid cost recovery. But this
agreement became how woul d those requirements -- are
they really requirements, really? That's the
agreenment. Are these guidelines or are they, in
fact, legal requirements?

If they were | egal requirements, then
the utility would seek a waiver fromcertain of them
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if they believe they were not appropriate for this
filing. But it also -- would some | ack of conplete
compliance with every requirement mean a case could
be dism ssed based on not filing everything on the
list? That was a question that we didn't resolve,
but was a concern to some stakehol ders.

So the question of how you treat or
whet her you have a specific volum nous or detailed
l[ist of the prior requirements or would it be
gui delines that don't quite carry the same | ega
wei ght as requirements? That's the area of
di sagreenment . But the specifics of the information
whi ch shoul d be made avail abl e was not subject of
great dispute. Subj ect to great discussion in
assembling the list, but there was general consensus
about the items on the |ist.

MR. ERI C GUNTHER: Okay. So just to wrap it
all up, overall in general in authorizing this
Col | aborative, the Comm ssion has chosen what we
certainly think will be thoughtful and consi dered
approach to Smart Grid planning. And really no

other -- as | mentioned earlier, no other state has
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really attempted a Col | aborative at this scope and
scal e. But there are some now that are very nmuch

| ooki ng at what's been done here. | " m getting |lots
of inquiries on some insights behind the Report. I
can't tell you how many e-mails |'ve received asking
for the URLs from the Report from a nunber of states,
specifically most recently M ssouri, Colorado and
Texas, but others are | ooking at us.

So | think we've set a good exanple on
the need for getting this baseline, this framework in
pl ace and, again, mxing in one discussion the
regul atory policy aspects, the technical aspects, and
t he busi ness aspects. That's been very i nmportant.

So the result of this, I think is quite a bit nore
value than | think any of us all realized would come
out of it. W certainly increased this calm and
under st andi ng across all the stakeholders. There's a
| ot of information that has been | earned directly and
indirectly and docunented in the Report. These key

i ssues have been identified and identified some the

i ssues that different stakehol der groups have
gravitated towards. Some of which we certainly knew
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di fferent stakeholders would gravitate to, some we
were surprised about and the Report covers a | ot of
t hose.

We' ve got the consensus
recommendati ons on many issues that we've summari zed
here as well as those that no so much consensus. W
think that especially we've been able to with this
wor k narrow the defined i ssues much, nuch better than
we were before. And that's really come along with
the common | anguage that's been established here. W
at the very beginning of this term nology and how we
t al ked about certain things was a real problem The
techni cal fol ks and understanding the technol ogy, the
vender community, we had to learn a | ot about sone of
the policy and business sides of things and the other
way around. So | think it's been very useful from
t hat poi nt of view.

We think that successful Smart Grid
i mpl ementation in Illinois is going to require
conti nued nutual understandi ng and cooperation by all
t he stakehol ders for quite some time to come. And,
of course, that's not unique. | think everywhere in
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the country has that sanme kind of issue. Since
this -- before we put this report to bed, one of
our -- sort of the national effort going on with
Smart Grid, the Smart Grid interoperability panel
activity has recently shifted gears dramatically.
Certainly my activity as the adm nistrator for the
| SSGC is to focus on regul atory issues.

We' re planning, for exanple, in that
activity to have a significant presence at the NARUC
meeting comng up in November. A special session on
Sunday, for example, to discuss some of the elements
that are in this report. So all of a sudden shifting
into high gear on a national scale, other states are
going to be |looking at this very visibly. So the
nati onal conversation, if you will, in that entity is
shifting towards a state policy approach. So |
encourage everyone in this community to take a | ook
at what's going on there on the national scene. It's
going to beconme nore relevant for all the states.

COMM SSI ONER ELLI OTT: Speaki ng of that, | know
that with the SEC' s statenment about devel opi ng policy
for Smart Grid that there's been significant interest
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in the public versus private network, but | didn't
see any discussion of that in your report. " m
assum ng that there's was no consensus reached on

t hat i1 ssue. | would al so assume there was some

di scussion of it. Was it -- is it also laid out in
the Report to sonme degree?

MR. RI CK WORNAT: In the technical
characteristics and requirement session of the
Report, there is sonme discussion of that issue
private versus public networks. And as | recall, the
consensus recommendation in the Report is that that
deci sion needs to be transparent and di scussed as
part of the informational filing requirements that
wi Il accompany filing. There is no sort of
predefined this is the way to go, that's the way to
go. It's just that is an inmportant decision and
what ever the utilities design choice is or
procurement choice needs to be clear and transparent
and supported in what they --

COMM SSI ONER ELLI OTT: But is it a fundament al
policy issue as to whether one approach --

MR. ERI C GUNTHER: Wel |, one of the things we
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definitely find the national conversation | think
came out in this discussion -- that one size doesn't
fit all, certainly in this area. And in general
we're discovering in the national side through the
various part of the action plans we have going on is
that that is very much a | ocal issue. Even wi thin
one utility entity that you may have. The
requi rements, technical requirements, the business
requi rements, the policy requirenments all have to
come together to make those deci sions. So that's
certainly what we've been discovering.

ACTI NG CHAI RMAN FLORES: Thank you for your
wor K. | know this was a very exhaustive thing and
very thorough and conpl et e. In terms of your -- and
we were aware of what's going to be taking place in
NARUC. And | think, again, just as a testament of
t he good work that has been done, we've actually been
invited to participate. But we obviously have to be
very careful given that we are about to engage in a
docketed proceeding regarding this matter.

That being said, | would also

encour age though that you speak to the other nmenbers

88



10

11

12

13

14

15

16

17

18

19

20

21

22

of the Coll aborative to keep them engaged on what is
taking place in other jurisdictions and what is also
t he ongoi ng national conversation, in particular as
it speaks to issues of interoperability. The various
i ssues that we've been working on because | think
everyone is trying to devel op at | east some broader
consensus on Smart Grid. And as we all know, Smart
Grid is also not just the Advanced Meter

| nfrastructure. There are many aspects of Smart
Grid. And frankly one concern | have is that people
perceive Smart Grid to be only the AM, and we know
that it's much or conplex than that.

COMM SSI ONER ELLI OTT: And that it's only
limted to electricity.

ACTI NG CHAI RMAN FLORES: Yes. So | think that
it's important that we continue to urge these various
st akehol ders to continue their |evel of participation
and to remain informed because obviously this is not
goi ng away and there's going to be an ongoing policy.
So, again, thank you. | don't know if there are any
| ast comments fromthe other comm ssioners.

COMM SSI ONER O CONNELL- DI AZ: Thank you very
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much. This is much tal ked about across the country.

It's something that Illinois is very proud of despite
what any appellate court may have said about it. But
we really didn't know what we were -- we knew what we

didn't know and you've really set the table for us to
move forward. And while we don't have really a | ot
of the answers that we need, we do have a

foundati onal piece here fromthis.

Thank you very nmuch for your hard
work. It's obvious that this has been a successful
endeavor that the Comm ssion | aunched everybody on.
And we | ook forward to the fruition of this
foundati onal piece as years goes on because this is
going to be a nultiyear process. So thank you very
much.

COMM SSI ONER ELLI OTT: We have nmore work to do,
but this is certainly laid the ground work and
refined the | andscape for us going forward. I
appreciate it.

ACTI NG COMM SSI ONER COL GAN: | thank you and |
t hank the Comm ssi on. | think there was good

foresight on the part of the Conmm ssion to set this
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Col | aborative in place. \Whenever you move from one
paradi gm to another, there's always any certain
number of steps that have to be taken and as has been
wi t nessed by sonme states who have tried to rush to
the forefront to do things and all of a sudden it's
i ke, Wait a mnute. W've l|left out a couple of
st eps.

We probably will | eave out sone steps
here as well, but | think there's been great
consi deration given. And | thank you guys for your,
| guess maybe call it, refereeing this discussion.
|'"'m sure there were some pretty heated moments that
you all went through. lt's big stuff. It's
certainly important stuff. | think that the whole
nati onal discussion is evolving. | think that there
are -- there's a real need for every involved
st akehol der to be able to weigh in and put their
issues on the table, and I think that that has
happened here. And so, again, thank you and kudos to
you.

COMM SSI ONER FORD: | certainly thank you

because I'm com ng fromthe education field and when
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trying to do consensus, it's always very difficult.
And when you said 290 people | said, My God, did you
ever reach a conclusion? But | see it did take
21 months and it is an ongoi ng process. So | really
appreciate this and we are hearing a | ot of dialogue
about the Smart Grid coll aborative and I'm m ndful of
the fact that it is nmore than electricity. W had a
presentation from a tel ephone conmpany and | think
that there is a |ot of interoperability that would be
available to all of us. "' m not a gadgetry kind of
person, but | certainly |ook forward to us finding
some further consensus with the Appellate Court on
this.

ACTI NG CHAI RMAN FLORES: Again, thank you very
much.

Judge Wal |l ace?

MR. WALLACE: Yes, M. Chairman.

ACTI NG CHAI RMAN FLORES: Are there any other
matters to come before the Conm ssion today?

MR. WALLACE: | believe that's it, sir.

ACTI NG CHAI RMAN FLORES: Thank you very much.

Heari ng none, the meeting stands
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adj our ned.

We will

be back with the Gas Policy

Commttee nmeeting |ater today at 1:30 p.m chaired by

Comm ssi oner

Ford.

Thank you
(And those were al

proceedi ngs had.)

the
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