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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
Commonwealth Edison Company  ) 
      ) 
Proposal to Implement a Purchase ) No. 10-0138 on Rehearing 
Of Receivables with Consolidated  ) 
Billing (PORCB) Service   ) 
      ) 
(Tariffs filed January 20, 2010)  ) 
 
______________________________________________________________________ 

 
INITIAL BRIEF ON REHEARING OF THE STAFF 
OF THE ILLINOIS COMMERCE COMMISSION 

______________________________________________________________________ 
 

The Staff of the Illinois Commerce Commission (“Staff”), by and through its 

undersigned counsel, pursuant to Section 200.800 of the Illinois Commerce 

Commission’s (“Commission” or “ICC”) Rules of Practice (83 Ill. Adm. Code 200.800), 

respectfully submits its Initial Brief On Rehearing in the instant proceeding. 

I. PROCEDURAL HISTORY 

On January 20, 2010, Commonwealth Edison Company (the “Company” or 

“ComEd”) filed with the Illinois Commerce Commission (“Commission” or “ICC”) revised 

tariffs in order to implement a purchase of receivables with consolidated billing service 

for the benefit of retail customers and retail electric suppliers, pursuant to Section 16-

118 of the Illinois Public Utilities Act, “Services provided by electric utilities to alternative 

retail electric suppliers,” 220 ILCS 5/16-118, which initiated the original phase of this 

proceeding.  A final order was entered in the first phase of this proceeding on December 

15, 2010, approving a modified Rider PORCB tariff (“Final Order”), which order was 

modified by an amendatory Order issued on February 9, 2011 (“Amendatory Order”).   
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On March 13, 2011, the Administrative Law Judge (“ALJ”) sent the Commission a 

Memorandum recommending (at 2) that the motion for rehearing of Retail Energy 

Supply Association’s (“RESA”) and the verified application for rehearing of the Illinois 

Competitive Energy Association (“ICEA”) be granted for the sole “purpose of 

determining the correct uncollectible charge to impose[.]”  On March 23, 2011, the 

Commission followed the Administrative Law Judge’s recommendation and granted the 

RESA and ICEA motions for rehearing, which initiated this second phase (on rehearing) 

of this proceeding.   

II. ARGUMENT 

Issue:  The issue in this Docket on Rehearing is whether the 
Commission should employ a separate uncollectible rate applied to 
residential and non-residential customers or the alternative single, or, as 
the Commission found in its Final and Amendatory Orders in Phase I, a 
blended uncollectible rate applied to both residential and non-residential 
customers under Rider PORCB.  

 
Dominion Retail Inc. (“Dominion”) supports the Commission’s decision in the 

Amendatory Order to use a combined uncollectibles charge.  On the other hand, 

ComEd, ICEA, and RESA oppose the combined uncollectibles charge.   

Staff did not take a position on this issue in the original phase of this proceeding. 

Staff is also not advocating a position in this Initial Brief.  Staff did, however, file both 

Direct and Rebuttal Testimony, which addressed both the positive and negative aspects 

of the arguments set forth by the parties in support of and in opposition to a combined 

uncollectibles charge.  Staff endeavored to ensure that its testimonies were not 

advocating a position but merely an effort to objectively provide the Commission with a 

full record so it may arrive at an informed policy decision.   
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Staff will first respond to Dominion’s arguments supporting the Commission’s 

decision in the Amendatory Order to use a combined uncollectibles charge.  Staff will 

then respond to the arguments made by ComEd, ICEA, and RESA in opposition to 

using a combined uncollectibles charge.  While Staff does not prefer one method over 

the other, Staff offers these responses in order to aid the Commission in arriving at a 

sound policy decision. 

A. Arguments Supporting A Combined Uncollectibles Charge 

Dominion’s arguments in support of a combined uncollectibles charge can 

generally be summarized as follows: 

 
1. With the Commission having adopted the $0.50 cost recovery 

charge, moving away from the combined uncollectibles charge 
would further harm RESs that are focused on residential 
customers. 

 
2. Early switching data shows that RESs are using PORCB for non-

residential customers even with a combined uncollectibles charge. 
 

3. The lack of an All-In/All-Out rule for non-residential customers is 
likely to result in an actual PORCB uncollectibles charge for non-
residential customers that is higher than ComEd’s overall 
uncollectible experience for non-residential customers. 

 
4. The members of ICEA and RESA focus on larger commercial 

customers and are, therefore, more interested in a lower discount 
rate for non-residential customers. 

 
5. Dominion’s existing natural gas customers are already credit 

screened and, therefore, a lower combined uncollectibles charge is 
more reflective of Dominion’s expected uncollectibles under 
PORCB. 

 
In Staff’s opinion, Dominion’s first argument is the strongest in favor of keeping 

the combined uncollectibles charge.  The scope of the rehearing in the instant Docket is 
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limited to the issue of whether the Commission should affirm its decision to use a 

combined uncollectibles charge.  At the same time, the decisions the Commission has 

made in its Final Order, as well its Amendatory Order, and for which requests for 

rehearing have been denied, are facts for the Commission to consider when deciding on 

the proper uncollectibles charge(s).  One of those facts is that the imposition of the 

$0.50 PORCB implementation charge creates widely varying effective PORCB discount 

rates for the participating suppliers.  In its most simple terms, the larger the monthly 

customer supply charges, the smaller the effective PORCB discount rate.   

As Dominion correctly references,1 Staff witness Torsten Clausen’s rebuttal 

testimony in the Phase I of this Docket explains that a RES signing up ten average 

customers in the 100 – 400kW class is paying the same $5 towards PORCB cost 

recovery as a RES signing up ten average residential customers even though the latter 

RES sold $630 worth of receivables to the utility, and the former sold $39,454 worth of 

receivables to the utility.  Looking at an individual PORCB transaction, the impact of the 

flat $0.50 charge can be shown as follows:  Assume ComEd purchases the monthly 

receivables of a supplier’s residential customer.  The current effective combined 

PORCB uncollectibles charge is 1.84%.2  Now assume that the monthly RES supply 

charges for that customer are $49.3

                                                 
1 Dominion Ex. 1.0 REH, p. 13. 

  The total discount rate for that customer’s 

receivables for that particular month is 2.86%.  The 2.86% is comprised of the 1.84% 

uncollectibles charge and the 1.02% per bill charge as a result of the $0.50 fixed charge 

2 According to ComEd’s response to Dominion’s Data Request 2.08, the current effective PORCB 
combined uncollectibles charge is 1.84% (1.8453% previously), while separate PORCB uncollectibles 
charges would result in 2.23% for residential customers (2.24% previously) and 1.17% for non-residential 
customers (0.77% previously), using the most recently-approved Rider UF figures. 
3 Hypothetical usage of 700 kWh and 7 cents as the supply price offered by the supplier. 
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($.50/$49 = 0.0102 = 1.02%).  For a non-residential customer, assume that the monthly 

RES supply charges are $400.  The total discount rate for that customer’s receivables 

for that particular month is 1.965%. The 1.965% is comprised of the 1.84% 

uncollectibles charge and the 0.125% per bill charge as a result of the $0.50 fixed 

charge ($.50/$400 = 0.00125 =0.125%).  As this example shows, the larger the amount 

of the purchased receivables, the smaller the impact of the $0.50 charge on the 

effective PORCB discount rate. 

It is relevant to take into account the existing flat $0.50 cost recovery charge 

when looking at the cumulative impact on the effective discount rates for residential 

PORCB transactions.  As shown above, the existing flat $0.50 cost recovery charge 

results in higher effective PORCB discount rates for receivables of the average 

residential customer than for receivables of the average non-residential customer.  

Moving away from the combined uncollectibles charge will further increase the effective 

PORCB discount rate for receivables of residential customers and decrease the 

effective PORCB discount rate for receivables of non-residential customers.  While the 

Commission adopted a flat $0.50 cost recovery charge that results in higher effective 

discount rates for the average residential customer than the average non-residential 

customer, the Commission might not want to further increase the effective discount rate 

for residential receivables by moving away from the combined uncollectibles charge.  

Again, Staff’s position on the uncollectibles charge is neutral and Staff fully 

acknowledges that the Commission did not adopt Staff’s proposed alternative to the flat 

$0.50 charge.  However, if the Commission is inclined to affirm the combined 

uncollectibles charge in this rehearing proceeding, Staff views the described concerns 
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of further increasing the effective PORCB discount rate for residential receivables as 

valid support for such a decision. 

Dominion further argues that recent switching data shows “that the change from 

a bifurcated rate to a blended rate did not stop nonresidential customers from taking 

PORCB.”4

Dominion’s third argument is that the lack of an All-In/All-Out requirement for 

non-residential customers causes a separate non-residential uncollectibles charge to be 

“too low for the non-residential customers taking PORCB.”

  Staff’s response is twofold.  First, customers do not “take” PORCB service, 

the suppliers do.  Second, Staff does not recommend that the Commission use these 

recent switching numbers as definite support for reaching one conclusion or another.  

While it is certainly useful to look at the data from the first few months of PORCB 

availability, it would be unwise to exclusively rely on these numbers to support the 

notion that certain charges have or have not deterred suppliers from using PORCB for 

one or more customer classes.  

5  Staff does not necessarily 

agree with this line of reasoning.  Dominion contends that “the non-residential 

customers on PORCB are not reflective of the credit risk of the average non-residential 

customer because RESs can decide to put only their worst credit risks on PORCB.”6

                                                 
4 Dominion Ex. 1.0 REH, p. 16. 

  

However, in order for a RES to be able to pick and choose its customers in such a way, 

the RES needs to have the ability to utilize their own billing system in order to take 

advantage of the single billing option (“SBO”) and/or dual-billing for the customers it 

deems above-average credit risks.  This ability is not available for all RES because 

some RESs rely exclusively on PORCB to serve residential and non-residential 

5 Id., p. 17. 
6 Id. 
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customers.  Moreover, if a RES currently has the ability to perform credit checks, in 

addition to billing and collecting its charges from customers, there is nothing stopping 

the RES from “cherry-picking” customers right now.   

Dominion’s reasoning appears to be limited to situations where the availability of 

the PORCB service encourages some RES to increase its cherry-picking efforts.  

ComEd’s overall uncollectibles charge for non-residential customers will only be 

negatively affected if, all else equal, additional “good-paying” customers move to a RES 

or additional “poor-paying” customers move to bundled utility service.  The availability of 

PORCB does not necessarily result in additional “good-paying” customers moving to a 

RES who has SBO or dual- billing capability.  The scenario Dominion describes seems 

to be limited to situations where the availability of PORCB will widen the targeted 

customer segment for a RES who had previously limited itself to a narrower customer 

segment.  For example, a RES with SBO or dual-billing capability might have been only 

cherry-picking among customers with demands of 100kw-400kw.  The availability of 

PORCB might make it cost-effective for such a RES to market to small commercial 

customers with demands of less than 100kw (ComEd’s Small Commercial Load class).  

Without an All-In or All-Out provision, the RES can screen for good-paying small 

commercial customers in order to sign them up via SBO or dual billing.  Of course, the 

RES would have had the opportunity to do so even before PORCB became available.  

Dominion’s scenario seems to be targeted at situations that lead to additional 

cherry-picking by SBO or dual-billing capable RESs among customer classes that are 

currently seeing less competitive activity.  In sum, while Staff agrees that there could be 

additional cherry-picking by RESs that are SBO capable, it is unclear whether this 
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additional cherry-picking would be sufficient justification for the Commission to conclude 

that “the uncollectible factor reflected in a blended rate would be more accurate”7

Staff does not entirely agree with Dominion’s fourth argument that “since the 

members of RESA/ICEA focus on being RESs to larger customers[…], the Commission 

would miss the opportunity to put forth a much stronger small customer program if it 

fails to consider recommendations from a supplier such as Dominion, which wishes to 

serve small commercial and residential customers.”

 for 

non-residential customers on PORCB.  

8  Although several members of 

ICEA and RESA serve medium and large non-residential customers; however, it also 

true that ICEA and RESA members serve small commercial and even residential 

customers in the ComEd service area.  Moreover, even if it were true that ICEA and 

RESA members primarily serve larger commercial customers, Staff does not agree that 

the Commission should “put little weight on the Memorandum of Understanding 

between ComEd and RESA/ICEA”9

Assuming for the sake of argument that ICEA/RESA members collectively indeed 

focus primarily on larger commercial customers, something Staff is not ready to 

assume, ICEA/RESA set forth legitimate policy reasons for their position.  Moreover, 

since Dominion makes no effort to conceal its intended focus on residential customers 

and argues for an effective PORCB discount rate that favors the acquisition of 

residential customers, suppliers with a different focus are free to argue for an effective 

PORCB discount that favors their intended target group of customers.  In Staff’s 

opinion, just as the Commission should not dismiss Dominion’s arguments simply 

 as Dominion contends.   

                                                 
7 Id. 
8 Dominion Ex. 1.0 REH, p. 5-6. 
9 Dominion Ex. 1.0 REH, p. 6. 
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because Dominion is the lone supplier in this proceeding to argue for a combined 

uncollectibles rate, the Commission would be ill-advised to discount the arguments 

made by ICEA/RESA because some of ICEA/RESA’s members might focus exclusively 

on larger commercial customers.  

Dominion also argues that “because Dominion’s existing customers are credit 

screened and Dominion expects to continue to credit screen its customers[…], a 

blended rate is more reflective of the uncollectible factor of Dominion’s customers than 

separate residential and non-residential uncollectible factors.”10

B. Arguments Opposing A Combined Uncollectibles Charge 

  Staff noted that the 

Commission is not setting a PORCB discount rate that has the best fit for Dominion’s 

current (natural gas) and future customers.  While it is certainly possible that the 

receivables sold by Dominion would have a lower uncollectibles portion than ComEd’s 

overall historic residential uncollectibles percentage, it is unlikely that this is the case for 

the majority of suppliers using PORCB (currently or in the future), let alone for all of the 

suppliers.  In fact, one of the major benefits to POR, if not the biggest benefit, is that 

suppliers do not have to credit screen its potential customers.  Staff, consequently, fails 

to see using the residential All-In/All-Out requirement as a valid supportive argument for 

a combined uncollectibles charge. 

ComEd, ICEA, and RESA arguments in favor of adopting separate uncollectibles 

charges can generally be summarized as follows: 

1. Using separate uncollectible charges is in line with cost causation 
principles. 

 

                                                 
10 Dominion Ex. 1.0 REH, p. 19. 
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2. A combined uncollectibles charge will discourage PORCB usage by 
suppliers serving non-residential customers. 

 
3. Increased PORCB usage by suppliers serving nonresidential 

customers will lead to increased implementation cost recovery from 
the suppliers. 

 
4. Under-recovery of residential uncollectible charges from suppliers 

using PORCB will lead to increased recovery from all eligible 
customers. 

 
5. Using separate uncollectible charges will facilitate an apples-to-

apples comparison by the customer. 
 

The first argument on cost causation is, in Staff’s opinion, the strongest argument 

in favor of using separate uncollectibles charges.  As RESA puts it, “one of the chief 

benefits of competition is to drive the price to cost and to eliminate unjustified subsidies 

flowing between classes.”11  Similarly, ICEA argues that establishing separate 

uncollectible charges “ensures that cost recovery is more closely aligned with the class 

of customers associated with the cost.”12

In Staff’s opinion, if the Commission decides to use separate uncollectibles 

charges for ComEd’s PORCB service, this does not necessarily undermine the 

Commission’s approval of Ameren Illinois’ UCB/POR tariff that contains a single 

combined uncollectibles charge.  While the risk of such an appearance is certainly not 

zero, ComEd is correct that the Commission, by approving a fixed $0.50 cost recovery 

  While the record in this proceeding shows 

that Staff did not agree with the notion that the principle of cost causation was a 

convincing argument for the use of the flat $0.50 implementation cost recovery charge, 

there is a far stronger connection to cost causation with respect to the uncollectible 

charges.    

                                                 
11 RESA Ex. 1.0 on Rehearing, p. 11. 
12 ICEA Ex. 3.0, p. 4. 
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charge in this proceeding, “has recognized the value in evaluating the strength and 

weaknesses of the different approaches.”13

Regarding the second argument that a combined uncollectibles charge will 

discourage PORCB usage by suppliers serving non-residential customers, while Staff 

does not recommend that the Commission use the recent switching statistics to 

conclude that a combined uncollectibles charge “is not a deterrent”

  

14

                                                 
13 ComEd Ex. 12.0, p. 8. 

 to serving non-

residential customers, as Dominion does, the Commission would be equally ill-advised 

to state with certainty that a combined uncollectibles charge will indeed deter suppliers 

from using PORCB for non-residential customers.  First, as stated above, the 

Commission currently has only a few months of data of actual PORCB usage.  Second, 

even if suppliers are using PORCB for non-residential customers under a combined 

uncollectibles charge, it is impossible to speculate whether that number would have 

been higher if separate uncollectibles charges were still in effect.  Just as it is difficult to 

prove that the cause of increased PORCB usage for residential customers is the 

combined uncollectibles charge that became effective in February, 2011, it is equally 

difficult to use the most recent switching data as support for the notion that non-

residential PORCB usage is or will not be deterred by the combined uncollectibles 

charge.  Third, there are very few suppliers that exclusively serve residential customers.  

Most suppliers serve at least some smaller non-residential customers in addition to 

residential customers.  In fact, several ICEA and RESA members recently started 

serving residential customers after having previously served exclusively non-residential 

customers.  As a result, the impact of using a combined uncollectibles charge will be a 

14 Dominion Ex. 1.0 REH, p. 14. 
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mixed one for a large number of suppliers.  It will “benefit” a supplier for the residential 

customers it serves and it will “hurt” the same supplier for the non-residential customer it 

serves.  

Regarding the third argument that increased PORCB usage by suppliers serving 

nonresidential customers will lead to increased implementation cost recovery from the 

suppliers, Staff inds it less than compelling.  If the Commission decides to adopt 

separate uncollectibles charges, Staff does not recommend that it rely on the notion that 

higher PORCB usage by suppliers for non-residential customers will help with “the 

recovery of such startup and administration costs.”15   The impact on cost recovery 

through the $0.50 charge from suppliers serving non-residential customer is not very 

significant.16

To frame this issue in its proper perspective, the first fact to keep in mind is that, 

while non-residential customers are responsible for a large share of the total electricity 

usage, the number of customers is relatively small.  Even the non-residential customer 

class with the most customers (the 0 – 100kW class) consists of little more than seven 

percent of the customers in the residential class.

   

17

                                                 
15 ComEd Ex. 12.0, p. 4. 

  That explains why the non-

residential revenues under the existing $0.50 per bill charge are relatively small 

compared to the revenues resulting from the same $0.50 per bill charge assessed to the 

receivables of residential RES customers.  Even assuming an overly optimistic (and 

therefore, somewhat unrealistic) scenario where each and everyone of the eligible non-

residential customers still on ComEd’s fixed price bundled service will switch to 

16 The following examples regarding cost recovery are from my testimony filed in the original phase of this 
proceeding but are offered only for illustration, not advocacy, purposes. 
17 Staff Ex. 5.0, p. 17. 
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suppliers using PORCB, the same revenue will be generated if less than 9% of 

residential customers switch to suppliers using PORCB.  In other words, Staff believes 

that even if the Commission uses concerns about suppliers not utilizing PORCB for non-

residential customers under a combined uncollectibles charge as support for adopting 

separate uncollectible charges, relying on implementation cost recovery concerns for 

further support would be a weak source of support.     

Regarding the fourth argument that a combined uncollectibles charge may lead 

to under-recovery of residential uncollectible charges from suppliers using PORCB, 

which will then lead to increased recovery from all eligible customers,18

                                                 
18 ComEd Ex. 12.0, p. 7. 

 while potentially 

possible, this scenario fails to take into account any impact of supplier PORCB usage 

for residential customers as a result of the Commission’s decision in this rehearing 

proceeding.  For example, it fails to take into account the possibility that the supplier’s 

usage of PORCB for residential customers will be higher as a result of keeping the 

combined uncollectibles charge.  Higher usage of PORCB leads to increased revenues 

from the $0.50 implementation cost recovery charge.  Whether such a hypothetical 

increase in revenue is able to offset any potential residential uncollectibles under-

recovery depends on the actual gap between the combined uncollectibles percentage 

and the experienced actual PORCB residential uncollectibles percentage as well as the 

nominal value of the average residential receivables.  In other words, it depends on 

whether the hypothetical extra $0.50 generated as a result of having a combined 

uncollectibles charge is greater than the difference between the applied PORCB 

uncollectibles charge and the “true” PORCB residential uncollectibles charge.   
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Using a numerical example with some of the numbers used in the original phase 

of this proceeding, assume that the actual experienced residential PORCB  

uncollectibles percentage is 2.23% while the uncollectibles charge applied to the 

supplier’s receivables is 1.84%.19  If the average residential monthly receivables is 

$49,20  ComEd would under-recover its uncollectible costs by $0.19.21

                                                 
19 According to ComEd’s response to Dominion’s Data Request 2.08, the currently effective PORCB 
combined uncollectibles charge is 1.84% (1.8453% previously), while separate PORCB uncollectibles 
charges would result in 2.23% for residential customers (2.24% previously) and 1.17% for non-residential 
customers (0.77% previously), using the most recently approved Rider UF figures.  

  Again, assuming 

the reason this customer was enrolled by the supplier is because of the lower combined 

uncollectibles charge, the net effect in terms of extra revenue for ComEd (and therefore 

the net effect on the cost recovery from all eligible customers) would be positive 

because ComEd collected an additional $0.50 from the supplier as a result of the flat 

implementation cost recovery method.  Of course, this net effect will be different if the 

gap between the applied PORCB uncollectibles charge and the “true” PORCB 

residential uncollectibles charge is larger or smaller.  While Staff does not know the 

impact a Commission’s decision on the uncollectibles charge will have on a suppliers’ 

decision whether to use PORCB for residential customers, it would be unwise to 

assume it is zero.  Finally, ComEd’s argument fails to take into account that a combined 

uncollectibles charge is likely to lead to the “true” PORCB non-residential uncollectibles 

charge being lower than the applied PORCB uncollectibles charge, which would result 

in an over-recovery of uncollectible charges from suppliers using PORCB for non-

residential customers.  It is likely that ComEd did not account for this because ComEd is 

20 Using 700 kWh as an average residential monthly consumption and 7 cents as an average residential 
supply price offered by the suppliers. 
21 $49 x (2.23-1.84)= $0.19. 
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skeptical that suppliers will use PORCB for non-residential customers if a combined 

uncollectibles charge is used.22

Regarding the fifth argument that using separate uncollectible charges “facilitates 

an apples-to-apples comparison with ComEd’s default service rate,”

 

23

Similarly, even the break-down of the utility’s “Price to Compare” on the 

PlugInIllinois.org website does not try to explain the uncollectibles component that is 

part of the delivery service charges as well as the purchased electricity and 

transmission service charges.  Of course, even if such detail were to be included for the 

utility rate, where would the customer get the similar information from the various 

 Staff fails to 

understand ICEA’s argument that a combined uncollectibles charge “makes apples-to-

apples comparisons with ComEd’s default service rate (which is calculated using 

separate uncollectible factors) harder for consumers to make, thereby frustrating Illinois 

consumers’ ability to make educated decisions about their electric supply.”  While Staff 

always supports enhancing consumers’ ability to make educated decisions about their 

electric supply, Staff does not understand how the actual uncollectible charges, which 

are part of the utility’s service rate as well as the supplier’s cost of doing business 

(whether using PORCB or not), are even shown to the customer.  Customers see the 

utility’s supply rate as well as the supplier’s electric supply offer.  Both of these 

obviously contain some sort of uncollectible component but that component is not 

something a retail customer is even able to use to compare the two rates.  Staff has yet 

to see a retail supplier offer that shows what percentage of uncollectibles is built into 

that offer.   

                                                 
22 ComEd Ex. 12.0, p. 4. 
23 ICEA Ex. 3.0, p. 4. 
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suppliers and their offers (with or without PORCB).  Even assuming for a moment that 

such a disclosure would somehow be possible for the utility and all supplier offers, the 

Commission should keep in mind that customers’ purchasing decisions are likely driven 

by comparing the total price and not the individual parts that make up the total price.  

Unfortunately, there is no further explanation or guidance on this issue in ICEA’s 

testimony.   

III. CONCLUSION 
 
 WHEREFORE, for all of the noted above reasons, Staff respectfully requests that 

the information provided above be considered when the Administrative Law Judge and 

the Commission make their decisions in this matter on Rehearing. 

 
 
 
 

Respectfully submitted, 

      ____________________________ 
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