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INITIAL BRIEF OF DOMINION RETAIL INC. 

Dominion Retail Inc. (“Dominion”) files this Initial Brief on the Rehearing of this 

proceeding for approval of Commonwealth Edison Company’s (“ComEd”) proposed 

Purchase of Receivables and Consolidated Billing (“PORCB”) tariff.  

I. INTRODUCTION 

The issue in this rehearing is whether ComEd’s PORCB tariff that is currently in 

effect, using the blended discount rate approved by the Commission in its February 23, 

2011 Order Upon Emergency Motion for Clarification, should be modified to create 

separate discount rates for residential and nonresidential customers.  Dominion presented 

the testimony of James L. Crist, who testified in the first phase of this proceeding.  The 

testimony of Mr. Crist, along with other evidence provided during this proceeding, shows 

that the Commission should direct ComEd to maintain its current tariff provision using a 

blended rate for the following reasons: 

1. The blended rate closer reflects the cost of service because nonresidential PORCB 

customers will have higher uncollectible rates than the average ComEd 

nonresidential customer while residential PORCB customers will have lower 

uncollectible rates than the average ComEd residential customer.  
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2. Residential customers are already paying a far higher effective discount rate than 

nonresidential customers when one factors in the $0.50 per bill charge approved 

by the Commission to recover PORCB startup costs.  Changing from a blended 

discount rate to separate discount rates would increase that differential. 

3. Competition is already healthy for most noncommercial customers, thus any 

policy decision to promote competition should focus on promoting competition 

for residential customers.   

4. A blended discount rate has not discouraged nonresidential customers from 

signing up for PORCB. 

5. The approval of two discount rates would conflict with Section 16-118(c) of the 

Public Utilities Act, which repeatedly refers to a “discount rate” in the singular 

rather than plural. 

 

II. THE BLENDED RATE BETTER REFLECTS THE COST OF SERVICE. 

The Retail Energy Supply Association, the Illinois Competitive Energy 

Association and ComEd claim that the ComEd should charge separate residential and 

nonresidential discount rates because each has a different uncollectible rate.  Thus, using 

a blended rate would violate cost of service principles.  [RESA Ex. 1.0 on Rehearing, p. 

6-7; ICEA Ex. 3.0, p. 4; ComEd Ex. 12.0, p. 6]  This argument may have surface appeal, 

but a closer look at the mechanics of ComEd’s PORCB tariff shows that a blended rate is 

closer to cost of service for both classes of customers than separate rates used by ComEd 

for its own customers. 
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First, it should be noted that it is quite common for ComEd to blend uncollectible 

rates of its rate classes.  For example, the three rate classes that comprise the group of 

nonresidential customers that can take part in PORCB have very different uncollectible 

rates.  Their base uncollectible factors are (with 1.00 being no uncollectibles):  Watt Hour 

= 1.0160; Small Load Delivery = 1.0082; Medium Load Delivery = 1.0029.  [Dominion 

Ex. 2.2R]  Put another way, the Small Load Delivery customers are approximately three 

times as likely as Medium Load Delivery customers to have uncollectibles. (0.0082 / 

0.0029).  Watt Hour customers are more than five times as likely to have uncollectibles 

as Medium Load Delivery customers (0.0160 / .00029).  Yet despite the huge difference 

in these uncollectible rates, ComEd uses a single blended rate for all of these classes.  

Similarly, ComEd blends the uncollectible rates of its four residential rate classes.  Id.  

Thus, using a discount rate that blends residential and nonresidential rates is not a 

departure from ComEd or Commission practice.   ComEd makes no attempt to use 

uncollectible factors that perfectly reflect cost and that eliminate all potential cross 

subsidies, so the argument of ComEd, RESA and ICEA that a blended rate is not 

consistent with cost causation rings hollow.   

Second, the separate uncollectible factors that ComEd uses for its own residential 

and nonresidential customers are not reflective of the customers that will use PORCB – 

nonresidential customers on PORCB should have uncollectible rates that exceed those of 

ComEd’s customers and residential customers on PORCB should have uncollectible rates 

that are lower than ComEd’s customers.  Thus, a blended rate may best reflect the cost of 

service. 
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Nonresidential uncollectible rates may exceed those of ComEd’s customers 

because ComEd does not have an “all-in-all-out” requirement for nonresidential 

customers.  As a result, RESs can choose which nonresidential customers to place on 

PORCB.  Mr. Crist notes that while there may be good business reasons to place or not 

place a nonresidential customer on POR, there will always be an incentive to place 

customers that are perceived as bad credit risks on POR and to not do so for customers 

that are good credit risks.  [Dominion Ex. 1.0R, p. 17; Dominion Ex. 2.0R, p. 4-5]    Staff 

witness Clausen agreed that there will be an incentive for suppliers of nonresidential 

customers to “cherry pick” those that go on PORCB, stating that it could occur “where 

the availability of PORCB will widen the targeted customer segment for a RES who had 

previously limited itself to a narrower customer segment.”  [Staff Ex. 2.0, p. 6].  While 

Mr. Clausen could not say if the result would be that a blended or separate rate would be 

more accurate for nonresidential customers, he did support the concept that the lack of 

all-in-all-out will lead to cherry picking.  [Id. p. 7].   

The concept that all-in-all-out is designed to prevent such cherry picking is 

acknowledged by ComEd.  Mr. Garcia testified that the reason the company imposed an 

all-in-all-out requirement on residential customers was in order to prevent RESs from 

placing high risk residential customers on PORCB.  He never explained why RESs 

serving nonresidential customers would be any less likely to do the same.  [ComEd. Ex. 

13.0, p. 16].  In fact, logic suggests that the more money that is at risk per customer, the 

more willing a RES will be to incur the expense of credit checks and act upon the 

information obtained.  In fact, why would a supplier of nonresidential customers not take 
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advantage of a free option to put selected poor-paying customers back to the utility so as 

to improve their own uncollectible rate? 

On the flip side of the equation, the uncollectible rates of residential customers 

placed on PORCB should be lower than those of ComEd’s overall residential customer 

base because many marketers to the residential market currently credit screen their 

customers in order to also provide them with natural gas service in Illinois, where the 

natural gas distribution utilities operate Choice programs without POR  Dominion’s 

experience is a perfect example.  Dominion provides natural gas service to 40,000 mostly 

residential customers in the Nicor Gas territory.  Because Nicor does not yet have a POR 

program, Dominion credit screens its customers.  That screening is successful, because 

Dominion’s bad debt rate in Nicor Gas’s service territory, 90% of which is from 

residential customers, has been 0.69%.  This is far lower than ComEd’s residential bad 

debt rate of 2.44% and close to its nonresidential bad debt rate of 0.72%.   [Dominion Ex. 

1.0R, p. 19; Dominion Ex. 2.0R, p. 5-6].  

Dominion will concentrate its initial marketing efforts on its existing natural gas 

customers.  Other ARES in Illinois that provide gas service to residential customers can 

be expected to do the same.  Thus, it is not accurate to say, as Mr. Clausen argued, that it 

is unlikely that the receivables sold by the majority of the suppliers using PORCB will be 

lower than those of ComEd because “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 Ex. 

2.0, p. 9].  While this is certainly true, the Commission must consider the business reality 

that Dominion is not the only company that will market both gas and electric service.  

Mr. Crist stated that “it is not unreasonable to assume that, like Dominion, they credit 
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screen their customers and like Dominion, those companies entering the electric market 

will first target their own customers.”  [Dominion Ex. 2.0R, p. 6].  So while not every 

supplier providing service to residential customers using PORCB will have uncollectible 

rates as low as Dominion’s, combination suppliers like Dominion will bring down the 

average. 

Mr. Garcia argues that a RES might expressly target its marketing efforts toward 

residential customers with high collection risks, thus offsetting any effect of previously 

credit screened customers.  The only example that he can provide of such a strategy, 

however, makes no sense:  “For example, low introductory prices with less than 

transparent escalation provisions could easily entice customers struggling to pay their 

electricity bills.”  [ComEd Ex. 13.0, p. 6].  Of course, low introductory prices with less 

than transparent escalation provisions (assuming a RES could ever get away with such 

tactics under the rules being developed in ICC Docket No. 09-0592) will attract all 

customers, regardless of their credit risk.  Mr. Garcia provided no evidence, either 

anecdotal or substantive, of any marketer actually targeting high risk customers. 

Very simply, given the structure of the Illinois residential retail competition law, 

Commission rules and ComEd tariffs, it is impossible to conceive of a successful 

business strategy that would involve targeting high credit risk residential customers.  

Regardless of the credit worthiness of its customers, a RES using PORCB must pay the 

same discount rate on all of its customers and will need to compete with ComEd and 

other RESs on energy prices.  Thus, there is no conceivable reason a RES would, as Mr. 

Garcia fears, “expressly target their marketing efforts toward residential customers with 

high collection risks.”  Id. 
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In summary, the separate residential and nonresidential discount rates used by 

ComEd for its own customers do not reflect the special circumstances of customers that 

will be placed on PORCB.  Using those rates for PORCB customers would result in 

nonresidential rates that are too low and residential rates that are too high.    

 

III. RESIDENTIAL CUSTOMERS ARE ALREADY PAYING A HIGHER 
EFFECTIVE DISCOUNT RATE THAN NONRESIDENTIAL 
CUSTOMERS. 
 
Customers that are being served through PORCB will be effectively paying a 

discount rate with two components: the discount rate that is the subject of this proceeding 

and the $0.50 per bill charge that is being assessed to collect ComEd’s startup costs of 

PORCB.  Because this latter charge is fixed, the lower a customer’s usage, the greater the 

effective discount rate.    Because residential customers have lower usage than the 

average nonresidential customer, they already pay an effective discount rate that is higher 

than nonresidential customers.  Changing from a blended discount rate to separate 

discount rates would increase that differential.   

Mr. Clausen agrees that the Commission should consider the impact of this 

difference in effective discount rates.  Fist he noted the impact this will have on a RES 

choosing which customers to serve: 

[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. 
 
Staff Ex. 2.0, p. 3. 
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Next, Mr. Clausen compared the effective discount rates of a theoretical 

residential customer with $49 in monthly supply charges (assuming 700 kWh usage at 

$0.07 per kWh) and a nonresidential customer with $400 in supply charges.  He 

calculated that the combined blended discount rate and $0.50 charge results in an 

effective discount rate of 2.86% for the residential customer and 1.965% for the 

nonresidential customer.  He concludes, “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.”  Id. p. 3-4. 

Mr. Clausen’s assumptions somewhat understate the difference in effective 

discount rates.  ComEd calculates that customer at 20th, 50th, and 80th percentile of the 

residential single family non-space heat class use on an annual basis, respectively, 4,842 

kWh, 7,964 kWh and 12,329 kWh.  [Dominion Ex. 1.0R, p. 10-11].  On a monthly basis, 

these figures would be 404 kWh, 664 kWh and 1027 kWh.  Thus, Mr. Clausen’s 

assumption of 700 kWh monthly usage is slightly above the average ComEd residential 

single family non-space heat customer and of course, well above the average usage of a 

multifamily residential customer.  Also, a Medium Load Delivery customer in the 50th 

percentile has an annual consumption of 519,817 kWh (43,318 kWh monthly).  

Assuming $0.07 per kWh, that customer’s monthly energy charges would be $3,032.  So 

while some nonresidential customers in the Small Load Delivery class may have supply 

charges near the $400 assumed by Mr. Clausen, that figure is not reflective of the 

Medium Load Delivery class which is significantly higher. 
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In any event, even without more refinement, these figures demonstrate that 

residential customers are already paying an effective discount rate that exceeds the 

effective discount rate of nonresidential customers.  Changing the current tariff of 

ComEd to charge separate residential and nonresidential discount rates would increase 

that difference. 

The fact that the $0.50 per bill charge is not  reflective of the cost of service 

should be factored into the decision in this rehearing.  The amount of that charge and the 

fact that it would be recovered on a per bill basis was negotiated by ComEd and various 

parties.  Mr. Garcia stated in the first phase of this proceeding: 

The $0.50 per bill charge was the product of settlement discussions with 
ICEA and RESA (see ComEd Ex. 1.3) and CUB. From ComEd’s 
perspective, the amount represents an attempt to strike a balance between 
full and somewhat timely cost recovery and a discount rate that is not so 
high as to make RESs’ participation under Rider PORCB cost prohibitive 
and or make full cost recovery from RESs doubtful. 
 
ComEd Ex. 1.0, p. 22. 

While it is true that, as the Commission stated in its initial order, “start-up and 

implementation costs do not vary with the amount of receivables purchased” [10-0138 

Order, Dec. 15, 2010, p. 24] it is equally true that they do not vary with the number of 

bills issued.   Mr. Crist elaborated on that fact: 

The cost of implementation of PORCB is not an on-going cost that is 
determined by the number of bills generated by the marketers.   Rather it 
is a one-time cost that is independent of the number of purchased bills.  
Just as the PORCB startup costs do not vary by the amount of receivables 
purchased, it is equally true that the startup costs do not vary by the 
number of receivable bills that are purchased.  Whether ComEd purchases 
a few very large receivables or many small receivables over the next 
several years, or if the magnitude of receivables purchased varied its costs 
of starting the POR program will not change. 
 
Dominion Ex. 1.0R, p. 13. 
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To be clear, Dominion is not arguing in this rehearing that the Commission should 

change its decision to allow ComEd to bill RESs using PORCB a $0.50 per bill charge.  

Rather, it merely wants the Commission to understand that, as Mr. Garcia stated, the 

$0.50 charge is not a cost based figure, but rather, the product of a balancing decision 

between ComEd and the parties to its agreement.  In any event, in its order approving the 

$0.50 per bill charge, the Commission stated: 

The Commission further notes that, while the percentage charge approach 
was adopted for the AIU purchase of receivables program, adoption of the 
fixed charge approach for ComEd’s program will allow the Commission 
to evaluate the strengths and weaknesses of each approach. 
 
10-0138 Order, Dec. 15, 2010, p. 25. 
 
Obviously, one weakness of the approach taken in this case is that it creates a 

much larger effective discount rate for residential customers than nonresidential 

customers.  That weakness should be considered when deciding whether to use a blended 

rate or separate discount rates. 

 

IV. IT IS APPROPRIATE POLICY TO SET A DISCOUNT RATE THAT 
ENCOURAGES RESIDENTIAL CUSTOMERS TO ENTER THE 
COMPETITIVE MARKET. 

 
The introduction to the section of the Public Utilities Act that creates the PORCB 

requirement states as follows: 

It is in the best interest of Illinois energy consumers to promote fair and 
open competition in the provision of electric power and energy and to 
prevent anticompetitive practices in the provision of electric power and 
energy. 

 
220 ILCS 5/118(a) 
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The promotion of fair and open competition should be foremost in the mind of the 

Commission when it makes its decision in this rehearing.  The Administrative Law 

Judge’s March 13, 2011 memorandum to the Commission for its consideration when 

determining whether to approve the petitions for rehearing of RESA and the Illinois 

Competitive Energy Association recognized this fact, stating:  “Also, blending two 

uncollectible charges is a policy decision to promote competition in Illinois . . .” [ALJ 

Memo, p. 2.] 

Competition is already healthy for most noncommercial customers.  Figures 

provided by ComEd show that at the end of April, 2011 18.8% of nonresidential 0-100 

kW customers and 65.7%  of nonresidential 100-400 kW customers were taking service 

from RESs.  In comparison, there is only a participation rate of 0.18% for residential 

customers.  [Dominion Ex. 2.0R, p. 10.]  Thus, any policy decision to promote 

competition should focus on promoting it for residential customers.   

Yet many of the provisions of ComEd’s tariff favor nonresidential customers over 

residential customers.  Examples include allowing ComEd to recover its startup costs in a 

per-bill charge and the requirement that only residential customers are bound by the all-

in-all-out rule.  The Commission has compounded the impact of recovering all startup 

costs in a monthly billing charge by allowing ComEd to place all of its Information 

Technology costs including significant costs that were not exclusive to POR 

implementaton  into that charge, pending a review of the appropriate allocation of those 

costs in its first reconciliation proceeding.  Until then, the charge will be set at $0.50.  

[Dominion Ex. 1.0R, p. 15 and 20].  ComEd has made it additionally difficult for ARES 

to provide service to residential customers by creating a requirement prohibiting them 
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from using consolidated billing without also having ComEd purchase those customers’ 

receivables.  [Dominion Ex. 1.0R, p. 18-19].   

Given all of these factors, it will already be difficult for RESs to market their 

services to residential customers.  Maintaining the blended discount rate is an appropriate 

policy decision that would prevent the placement of one more obstacle in front of ARES 

attempting to provide service to residential customers. 

 

V.  THE BLENDED DISCOUNT RATE HAS NOT DISCOURAGED RESs 
FROM USING PORCB FOR NONRESIDENTIAL CUSTOMERS. 

 
One of the arguments raised by RESA, ICEA and ComEd in favor of separate 

discount rates is that a blended discount rate would discourage RESs from placing their 

nonresidential customers on PORCB.  [RESA Ex. 1.0 on Rehearing, p. 8; ICEA Ex. 3.0, 

p. 7; ComEd. Ex. 12.0, p. 7].  At the time that opinion was first offered, those witnesses 

speculation was contrary to preliminary data.  We now have several more months of 

experience under the blended rate and it can be seen that those fears are unfounded. 

In his direct testimony, Mr. Crist noted that the number of nonresidential 

customers taking PORCB increased after the Commission directed ComEd to modify its 

tariff to replace the separate discount rates with a blended discount rate.  More 

specifically, RESs enrolled 365 nonresidential customers under the separate discount 

rates and 2,058 nonresidential customers under the blended rate.  He stated that although 

this data appeared to indicate that nonresidential customers are not significantly deterred 

by a blended rate, “I do not conclude anything else from this data, as it is data from very 

early in the enrollment process.”  He noted, however, if this trend continues, then “the 

switch to a blended rate did exactly what the Commission hoped it would do – encourage 
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residential to sign up without blocking non-residential from using PORCB.”  [Dominion 

Ex. 1.0R, p. 16]. 

Subsequent data shows that the trend has continued.  Through the end of April, 

0.2117% of nonresidential customers in the under 100kW class were taking service under 

PORCB compared to only 0.1315% of residential customers. The 100kW to 400kW class 

of customers are taking service using PORCB at almost the same rate as residential 

customers.  [Dominion Ex. 2.0R, p. 10; Dominion Ex. 2.6].  Clearly, nonresidential 

customers are not being discouraged from using PORCB.  In fact, Small Load Delivery 

customers find PORCB more attractive than residential customers.  Medium Load 

Delivery customers (where, as noted in the previous section of this brief, there is already 

65.7% market penetration by RESs) are using PORCB at the same rate as residential 

customers.  Given the already healthy market penetration in the nonresidential customers 

market, there is no need to give them even more incentive at the expense of residential 

customers, where competition is just beginning. 

 

VI. THE APPROVAL OF TWO DISCOUNT RATES WOULD CONFLICT 
WITH SECTION 16-118(c) OF THE PUBLIC UTILITIES ACT. 
 
Section 16-118(c) of the Public Utilities Act does not provide for separate 

discount rates for residential and nonresidential customers.  In fact, that section of the Act 

repeatedly refers to a “discount rate” in the singular rather than plural.  Creating separate 

discount rates would thus not only violate the spirit of that section, which is to encourage 

competition for those customers that are not receiving its benefits, but it would be 

contrary to its express mandate to use a single discount rate. 
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VII. CONCLUSION 

For the reasons stated above, the Commission should find that ComEd should 

continue to use a single, blended discount rate for residential and nonresidential 

customers.  

 

Dated:  June 20, 2011   
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     Dominion Retail, Inc. 
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