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I. INTRODUCTION 

 On March 11, 2011, the Retail Energy Supply Association (―RESA‖)
1
, pursuant to 

Section 10-113 of the Public Utilities Act and 83 Ill. Admin. Code Section 200.880 filed a 

Petition for Rehearing, requesting that the Illinois Commerce Commission (―Commission‖) grant 

rehearing of the Commission’s Amendatory Order, dated February 9, 2011, in this proceeding 

and its Order upon Emergency Motion for Clarification, dated February 23, 2011 in this 

proceeding (hereinafter referred to as the ―Amendatory Orders‖).  On March 9, 2011, the Illinois 

Competitive Energy Association (―ICEA‖) also filed a Petition for Rehearing.  Both petitions for 

rehearing were limited to a single issue—the Commission’s improper adoption of a single, 

blended uncollectible rate to be applied to both residential and non-residential customers under 

                                                           
1
 RESA’s members include:  Champion Energy Services, LLC; ConEdison Solutions; Constellation NewEnergy, 

Inc.; Direct Energy Services, LLC; Energetix, Inc.; Energy Plus Holdings, LLC; Exelon Energy Company; GDF 

SUEZ Energy Resources NA, Inc.; Green Mountain Energy Company; Hess Corporation; Integrys Energy Services, 

Inc.; Just Energy; Liberty Power; MC Squared Energy Services, LLC; Mint Energy, LLC; MXenergy; NextEra 

Energy Services; Noble Americas Energy Solutions LLC; PPL EnergyPlus, LLC; Reliant Energy Northeast LLC 

and TriEagle Energy, L.P..  The comments expressed in this filing represent the position of RESA as an organization 

but may not represent the views of any particular member of RESA. 
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Commonwealth Edison Company’s (―ComEd‖) Rider PORCB (Purchase of Receivables with 

Consolidated Billing).  On March 24, 2011, the Commission granted both petitions for rehearing.   

 The following parties sponsored evidence on rehearing:  RESA, ICEA, ComEd, the 

Commission Staff and Dominion Retail Inc. (―Dominion‖).  RESA submitted the Direct and 

Rebuttal Testimony of Roy Boston, Strategic Planning and Policy Manager-East, for the Retail 

Electric Supplier (―RES‖), Noble Americas Energy Solutions LLC.  ICEA submitted the Direct 

and Rebuttal Testimony of Kevin Wright, President of ICEA.  ComEd submitted the Direct and 

Rebuttal Testimony of Robert Garcia, Manager, Regulatory Strategies and Solutions.  The 

Commission Staff submitted the Direct and Rebuttal Testimony of Torsten Clausen, Director of 

the Commission’s Office of Retail Market Development.  Dominion submitted the Direct and 

Rebuttal Testimony of James Crist, President of the Lumen Group.  All parties waived cross-

examination and the testimony of all parties was admitted by affidavit. 

 With respect to the only issue in this proceeding—whether to reverse the Commission’s 

decision in the Amendatory Orders to utilize a single, blended uncollectibles rates for residential 

and non-residential customers—the witnesses for RESA, ICEA, and ComEd all agreed that that 

decision should be reversed and the Commission, on rehearing, should revert to its decision in its 

December 15, 2010 Order (―Commission’s Final Order‖) in this proceeding to utilize separate 

uncollectible rates for residential and eligible non-residential customers.  The Commission Staff 

witness was neutral on this issue.  Only the witness for Dominion supported continuation of a 

single uncollectible rate. 

II. BACKGROUND 

The purpose of Rider PORCB is to implement Section 16-118 (c) of the Public Utilities 

Act, which requires ComEd to provide a tariffed service under which a RES may, at its option, 
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sell to ComEd receivables for its residential customers and its non-residential retail customers  

with a non-coincident peak demand of less than 400 kilowatts (hereinafter referred to simply as 

the ―non-residential customers‖), at a discount rate.  The discount rate is to be based on both the 

costs the utility incurs in setting up and administering the program and historic bad debt. (RESA 

Ex. 1.0 on Rehearing, p. 4) 

Consistent with the requirements of Section 16-118 (c) of the Public Utilities Act, Rider 

PORCB, as originally proposed by ComEd, established a two-part discount rate applicable to the 

receivables it purchases from RESs: (1) percentage reductions for the recovery of uncollectible 

costs associated with the purchased receivables that is based on ComEd’s historic bad debt rates 

for residential and non-residential customers, and (2) a fixed, $0.50 per bill charge for the 

recovery of start-up and administrative costs associated with ComEd’s purchase of receivables.  

Note that the Commission accepted use of the fixed $0.50 per bill charge to recover start-up and 

administrative costs and this is not an issue on rehearing (although it is an issue in an appeal 

brought by Dominion).  The discount rate for uncollectible costs, specifically whether it should 

be a single, blended rate or separate rates for residential and non-residential customers, is the 

sole issue on rehearing. (Id., pp. 4-5)The two-part cost recovery mechanism (including the 

feature of separate uncollectible rates for residential and non-residential customers) was agreed 

to by ComEd, RESA, and ICEA, as memorialized in a Memorandum of Understanding (ComEd 

Ex. 1.3).  The Citizens Utility Board also agreed with ComEd’s two-part cost recovery 

mechanism. (Commission’s Final Order, p. 24) 

As directed by the Commission’s Final Order, ComEd’s compliance filing reflected 

separate uncollectible rates for residential customers (2.239%) and non-residential customers 

(0.774%).  The Commission accepted ComEd’s compliance filing.  (RESA Ex. 1.0 on 
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Rehearing, p. 5)  However, pursuant to the Amendatory Orders, ComEd made a compliance 

filing which reflected a single, blended uncollectible rate applicable to both residential and non-

residential customers.  That rate was 1.8453%.  ComEd determined the number by calculating a 

weighted average of the residential uncollectible factor of 1.0244 and the uncollectible factor for 

non-residential customers with a demand lower than 400 kW of 1.0070.  The weighting was on 

the basis of gross charge-offs and base revenues.  
2
  (Id., p. 6) 

For the one year period which began June 1, 2011, the new single, blended uncollectible rate 

is 1.84%.  The uncollectible rate for residential customers would be 2.23% and the uncollectible 

rate for non-residential customers with demands under 400 kW would be 1.19%.  (RESA Ex. 2.0 

on Rehearing, p. 4)   

 

 

III. SUMMARY OF POSITION  

Use of separate uncollectible rates for residential and non-residential customers is 

appropriate for the following reasons.  First, ComEd has calculated separate uncollectible 

                                                           
2  Note that while ComEd calculated the single, blended uncollectible rate, ComEd did not support use of that 

rate.  The Notice of Administrative Law Judge’s Ruling directed ComEd to calculate a single uncollectible 

rate. ComEd had no choice except to prepare the calculation; however, ComEd reiterated its objection to 

using such a methodology.  ComEd indicated that the only purpose served by averaging historic residential 

and non-residential uncollectible rates is to further disconnect the discount rate charged for the purchase of 

receivables from ComEd’s cost of service and the traditional ratemaking principle of cost causation.  

ComEd stated that such an averaging will cause the charges to RESs serving residential customers under 

Rider PORCB to be below cost (below ComEd’s bad debt risk), while increasing the charges to RESs 

serving non-residential customers above cost (above ComEd’s bad debt risk).  ComEd further stated that in 

addition to discouraging RESs from utilizing PORCB to serve their non-residential customers, averaging 

the rates will likely cause  an under recovery of bad debt expense associated with residential customers 

served via Rider PORCB.  (Verified Reply to Notice of Administrative Law Judge’s Ruling, dated 

November 8, 2010, Attachment 1) 
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rates for residential and non-residential customers and they are substantially different.  

Consequently, failure to use separate uncollectible rates would violate cost causation 

principles and result in a subsidy.  Second, use of a single, blended rate would heavily 

discourage RESs from enrolling non-residential customers in Rider PORCB.  Third, if only 

residential customers are enrolled in Rider PORCB, ComEd will not recover its uncollectible 

costs associated with Rider PORCB customers from those customers.  Fourth, while a single, 

blended rate might encourage more activity in the residential market that does not make it a 

good policy decision for the Commission. Fifth, the Illinois General Assembly intended 

purchase of receivables/utility consolidated billing programs to be available to RESs 

providing service to non-residential customers.  Sixth, consistency with the Commission’s 

decision to adopt  a single, blended uncollectible rate for the Ameren Illinois Utilities 

(―AIU‖)  (Order dated August 19, 2008, in Ill. C. C. Dockets 08-0619/08-0620/08-0621 

(consolidated)) does not justify the use of such a rate for ComEd. 

The arguments advanced by Dominion, the only party in this proceeding to recommend 

retention of a single, blended uncollectible rate are flawed and without merit.  First, contrary 

to its claims, Dominion, which does not serve any electric customers in Illinois, is not better 

situated to advocate the interests of residential customers than RESA and ICEA, both of 

which have members who are actively serving residential customers in ComEd’s service 

territory.  Second, subsidizing RESs which serve residential customers is not the appropriate 

means to stimulate the residential market.  Third, contrary to the claims of Dominion’s 

witness, the use of a single, blended uncollectible rate has discouraged RESs from serving 

their non-residential customers under Rider PORCB.   Fourth, the Commission’s acceptance 
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of ComEd’s proposed 50 cent per bill fixed charge to recover the implementation costs of 

Rider PORCB does not support the use of a single uncollectible rate. 

 

IV. THE COMMISSION SHOULD REVERSE ITS DECISION AND 

ADOPT SEPARATE UNCOLLECTIBLE RATES FOR  RESIDENTIAL 

AND NON-RESIDENTIAL CUSTOMERS UNDER RIDER PORCB. 

 The Commission should reverse its decision in the Amendatory Orders to utilize a single 

uncollectible rate.  Instead, the Commission should adopt the use of separate uncollectible rates 

for residential and non-residential customers for the following reasons.  It is important to note 

that in typical commerce the term ―discount‖ commonly refers to a benefit to the receiver of the 

discount – in this case, the RES.  In contrast, in the context of Purchase of Receivables, the 

discount rate represents a reduction in the amount of revenue received by the RES in exchange 

for having the utility perform associated services.   The larger the discount, the greater is the cost 

to the RES. 

First, as RESA’s witness testified, the use of a blended rate violates principles of cost 

causation and results in a subsidy.  ComEd’s historic bad debt experience with residential 

customers is 2.239%.  The blended discount rate is 1.8354%.
3
  To the extent that RES sign up 

their residential customers under Rider PORCB they will be receiving an amount for their 

receivables greater than the amount that ComEd will recover, based on its historic bad debt 

experience.  (RESA Ex. 1.0 on Rehearing, p. 7)  ComEd’s witness agreed that the Commission’s 

use of a single rate represents a significant departure from traditional ratemaking practices and 

the principle of cost causation.  (ComEd Ex. 12.0, p. 6)  ICEA’s witness agreed that use of the 

                                                           
3
 These were the rates reflected in the Commission’s orders in this proceeding.  However, the comparable rates for 

the period beginning June 1, 2011 are extremely similar:  as stated previously, for the one year period which began 

June 1, 2011, the new single, blended uncollectible rate is 1.84%.  The uncollectible rate for residential customers 

would be 2.23%. 
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single rate creates an inappropriate cross-subsidy.  (ICEA Ex. 3.0, p. 4)  Even Staff witness 

Clausen, who is neutral on the issue, agreed that this is the strongest argument in favor of using 

separate uncollectibles charges for residential and non-residential customers.  (ICC staff Ex. 2.0, 

p. 10) 

Second, if ComEd’s Rider PORCB continues to utilize a single blended rate, it is unlikely 

that RESs will enroll non-residential customers in Rider PORCB.   Mr. Boston point out that it 

makes economic sense for a RES to enroll residential customers in Rider PORCB because the 

amount ComEd is paying for the RES’ receivables is greater than the amount it would likely 

collect, assuming its ability to collect is equal to that of ComEd.  On the contrary, it makes no 

economic sense for a RES to enroll non-residential customers (for which ComEd experiences an 

uncollectible rate of 1.19%, based on the June 1, 2011 factors) and receive the higher discount of 

1.84% from ComEd.  (RESA Ex. 1.0 on Rehearing, p. 7)  In fact, the most recent information 

available demonstrates that the use of a single uncollectible rate has discouraged the enrollment 

of non-residential customers under Rider PORCB.  As of May 31, 2011, there were 21,276 

residential customers taking service from a RES and 19,359, or 91%, of those customers were 

taking service under Rider PORCB.  In contrast, as of May 31, 2011, there were 63,823 eligible 

(Watt Hour Delivery, Small Load Delivery, and Medium Load Delivery) non-residential 

customers taking service from a RES, but only 1,738, or 2.7%, were taking service under Rider 

PORCB.  (RESA Ex. 2.0 on Rehearing, p. 7) 

Third, if only residential customers are enrolled in Rider PORCB, ComEd will not recover its 

uncollectible costs associated with Rider PORCB customers from those customers.  Pursuant to 

the Amendatory Orders, ComEd is currently compensating RESs for their receivables based on a 

discount rate of 1.84%.  However, ComEd’s historic bad debt experience for residential 
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customers is substantially higher than that—2.24%.  Obviously, ComEd will not be able to 

recover its uncollectible costs associated with Rider PORCB customers from those customers. 

(RESA Ex. 1.0 on Rehearing, p. 8)  ComEd’s witness acknowledged that the result will be that 

these unrecovered costs will have to be recovered from all eligible customers, not just those 

served under Rider PORCB. (ComEd Ex. 12.0, p. 7) 

 Fourth, while a single, blended rate might encourage more activity in the residential 

market that does not make it a good policy decision for the Commission.  There are many ways 

to encourage shopping in the residential market.  A policy decision which violates principles of 

cost causation and results in subsidization, as well as under recovery of ComEd’s uncollectible 

costs from the customers responsible for such costs is not appropriate. As a general matter, 

whenever there are two customer groups with one paying above-actual utility cost and the other 

receiving service below actual utility cost it is understandable that the subsidized (e.g. Dominion 

when it decides to provide electric service in ComEd’s service territory and utilize ComEd’s 

Rider PORCB at some undisclosed time in the future) will favor that structure whereas the 

subsidizing customer group will avoid it if possible.  In the present case, the customer groups are 

RESs serving the residential and non-residential customer classes, respectively, and the latter 

will be less likely to participate in an above-cost service to the benefit of RESs serving 

residential customers.  (Id., pp. 8-9)   Fifth, the Illinois General Assembly intended that 

POR/UCB programs, like ComEd’s Rider PORCB, be available for non-residential customers.  

Section 16-118 (c) requires ComEd to give RESs the option to have ComEd purchase their 

receivables not only for residential customers, but for non-residential customers with a non-

coincident peak demand of less than 400 kilowatts.  The Commission’s decision to use a single, 

blended uncollectible rate results in a discount rate that is higher than historical uncollectibles for 
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non-residential customers and renders this legislative demarcation point irrelevant and rendering  

this RES option illusory.  (Id., p. 9)  This is demonstrated by the extremely low participation rate 

(2.7%) by eligible non-residential customers in Rider PORCB, as cited above. 

 

 Sixth, consistency with the Commission’s to adopt use of a single, blended uncollectible 

rate for the AIU  (Order dated August 19, 2008, in Ill. C. C. Dockets 08-0619/08-0620/08-0621 

(consolidated)) does not justify the use of such a rate for ComEd. In the AIU POR/UCB docket, 

an AIU witness provided testimony that AIU wanted its discount rate to reasonably compare 

with those of used in other jurisdictions and therefore provided a single discount rate.  While the 

single discount rate supported by AIU in its POR/UCB case may be reasonable, it begs the 

questions whether a single discount rate is reasonable when ComEd’s residential discount rate is 

almost twice as high as the rate for non-residential customers.  AIU neither provided nor 

supported separate discount rates in its POR/UCB docket – anticipated revenues for applicable 

residential and non-residential customers were combined and compared against total 

uncollectible costs.  In contrast, in this docket, ComEd has provided substantial evidence that 

warrants separate discount rates for POR for these rate classes. Moreover, given the lack of 

participation in AIU’s POR/UCB Program, a goal of uniformity may be better served if AIU’s 

program were revised to require separate uncollectible rates for residential and non-residential 

customers.   ((Id., p. 10)  Staff witness Clausen testified that if the Commission reversed itself 

and utilized separate uncollectible rates for residential and non-residential customers, it would 

not undermine its decision in the AIU case.  (ICC Staff Ex. 2.0 on Rehearing, p. 10) 
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V. THE ARGUMENTS OF DOMINION FOR RETENTION OF A SINGLE 

UNCOLLECTIBLE RATE ARE WITHOUT MERIT. 

 

As stated previously, only Dominion advocates retention of a single uncollectible rate.  Its 

reasons for doing so are self-serving and without merit. 

First, Dominion would have the Commission believe that it is in a better position to advance 

the interests of residential customers because its witness claims that ―the members of 

RESA/ICEA focus on being RESs to larger customers and Dominion’s focus in ComEd’s 

territory is on residential customers‖.  (Dominion Ex. 1.0 on Rehearing, p. 6,)  However, this 

claim is completely without merit.  Mr. Crist acknowledges that Dominion has not made any 

electricity sales in Illinois.  (Id., p. 3)   In contrast, ICEA has seven member companies that are 

currently licensed to serve residential electric customers within ComEd’s service territory.  

(ICEA Ex. 4.0, p. 3)  RESA also has no less than six member companies (four of which are also 

members of ICEA) that are currently licensed to serve residential electric customers within 

ComEd’s service territory.  RESA members are interested in serving all eligible retail customers.  

In addition to holding a license, a number of ICEA and RESA members have made public 

announcements about ComEd residential market entry and currently have active offers in the 

marketplace.  (RESA Ex. 2.0 on Rehearing, p. 5) 

Second, Dominion asserts that because the ―residential rate is higher than the commercial 

rate, a blended charge helps the residential customers by producing a lower rate‖.  (Dominion 

Ex. 1.0 on rehearing, p. 8).  While RESA agrees that that is true, that does not make it advisable 

public policy.  Basically, Mr. Crist is testifying that use of a single, blended uncollectible rate 

results in a subsidy flowing from non-residential suppliers to those serving residential customers.  
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RESA witness Boston pointed this out in his direct testimony on rehearing when he stated that 

ComEd’s historic bad debt experience with residential customers is 2.239%.  The blended 

discount rate is 1.8354%.  To the extent that RES sign up their residential customers under Rider 

PORCB they will be receiving an amount for their receivables greater than the amount that 

ComEd will recover, based on its historic bad debt experience.
4
  RESA Ex. 2.0 on Rehearing, p. 

5) 

Third, Mr. Crist attempts to justify the subsidy resulting from a single uncollectible rate (based 

on the weighting of residential and non-residential uncollectibles) on the basis that the residential 

market segment ―is currently nascent and a lower rate would encourage competition‖.  

(Dominion Ex. 1.0 on Rehearing, p. 8,)  However, there are many ways to encourage shopping in 

the residential market.  A policy decision which violates principles of cost causation and results 

in an unjustified subsidization, as well as under recovery of ComEd’s uncollectible costs from 

the customers responsible for such costs, does not become good policy simply because it 

encourages RESs to serve residential customers under Rider PORCB. (RESA Ex. 1.0 on 

Rehearing, p. 6)   Arguments that such subsidies are justified because they are beneficial to 

supporting increased residential participation are not well taken because they depart from known 

and measurable costs, and once such a departure is adopted as policy, such arguments would also 

support much larger departures, such as a negative discount for one customer group at the 

expense of the other customer group.  Although no party to this case has advocated for such a 

subsidy, it logically follows once the rate departs from cost causation principles. In sum, RESA 

believes that it is simply best to not depart from actual cost causation principles and to allow cost 

                                                           
4
 As stated previously, ComEd’s uncollectible rate for Rider PORCB changed, effective June 1, 2011; however, the 

subsidy is relatively unchanged.  The blended discount rate is 1.84% and the residential rate, if stated separately, is 

2.24%. 
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causers to incur the actual cost of service by adopting separate discount rates for residential and 

non-residential custom groups in this instance. 

 

Third, Mr. Crist claims that use of a single, blended uncollectible rate does not inhibit 

competition in the large commercial market because of its ―relatively small effect on such a 

customer’s bill‖.  (Dominion Ex. 1.0 on Rehearing, p. 9)  This is simply false, as demonstrated 

previously.  The use of a single uncollectible rate has discouraged the enrollment of non-

residential customers under Rider PORCB.  While, as of May 31, 2011, 91% of residential 

customers were taking service under Rider PORCB, only 2.7% of eligible non-residential 

customers were doing so. (RESA Ex. 2.0 on Rehearing, p. 7) 

Fourth, Dominion argues that the Commission’s acceptance of ComEd’s proposed 50 cent 

per bill fixed charge to recover the implementation costs of Rider PORCB somehow supports 

continuation of a single uncollectible rate because the ―Commission would aggravate the 

differences in effective discount rates if it abandons the blended discount rate and instead orders 

separate discount rates that are higher for residential customers than non-residential customers‖.  

(Dominion Ex. 2.0 on Rehearing, pp. 9-13)  Staff’s witness Clausen claims that ―this is the 

strongest argument in favor of keeping the combined uncollectibles charge‖.  (ICC Staff Ex. 2.0 

on Rehearing, p. 2) 

If this is Dominion’s strongest arguments, Dominion’s position is obviously weak.  The 

Commission adopted use of the 50 cent per bill fixed charge (which is not an issue on rehearing, 

but is an issue in Dominion’s appeal from the Commission’s Final Order) after a careful analysis.  

(Commission’s Final Order, pp. 24-25)  In particular, the Commission found:   
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Under the fixed charge approach, RESs are billed a fixed charge for what are fixed start-up 

and implementation costs that do not change with usage.  In this way, all RESs are treated 

fairly and RESs serving high-use customers are not forced to subsidize RESs serving low-use 

customers.  (Commission’s Final Order, p. 24) 

The Commission, after its careful analysis, concluded as follows: 

Therefore, we conclude that ComEd’s proferred $0.50 cent, per-bill, fixed charge is in 

accord with the General Assembly’s articulated purpose, which is contained in 220 ILCS 

5-16-118(a), and is cited above.  We are of the opinion that a fixed charge will serve to 

promote the development of an effectively competitive and fair electricity market 

because, according to record evidence, it provides the best opportunity to maximize 

participation for both residential and commercial customers.  (Id., p. 25) 

The Commission clearly adopted the 50 cent per bill fee because the evidence in this case 

supported a finding that it reflected the actual costs of providing the bill, which has no 

relationship to the amount of the actual bill itself (―costs that do not change with usage‖).  

Consistent with this reasoning, it is appropriate for the Commission to continue the 

implementation of both the 50 cent per bill fee as well as separate discount rates for residential 

and non-residential customers.  RESA believes that cost causation principles support both 

findings and should be adopted by the Commission in this case. 

  

VI. CONCLUSION 

The evidence on rehearing in this proceeding overwhelming demonstrates that the 

Commission should reverse its decision approving a single POR/UCB discount rate for 

residential and non-residential customers and, instead, implement separate discount rates that 

reflect the historical uncollectible cost differences that are caused by both customer groups.  The 

arguments offered by Dominion, the only party in this proceeding to advocate retention of the 
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single, blended uncollectible rate, are self-serving, founded on questionable public policy and 

unpersuasive.   

Respectfully submitted, 

     /S/ GERARD T. FOX 

     Gerard T. Fox 

     An Attorney for the Retail Energy Supply Association 

 

Law Offices of Gerard T. Fox 

Two Prudential Plaza 

180 North Stetson, Suite 3500 

Chicago, IL 60601 

(312) 909-5583 

gerardtfox@aol.com    
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NOTICE OF FILING 

 

 Please take note that on June 20, 2011, I caused to be filed via e-docket with the Chief 

Clerk of the Illinois Commerce Commission, the attached Initial Brief On Rehearing of the 

Retail Energy Supply Association in this proceeding. 

Dated:  June 20, 2011 

       /s/GERARD T. FOX 

           Gerard T. Fox 
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Illinois Commerce Commission’s eDocket system for the instant docket via electronic delivery 

on June 20, 2011. 
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