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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

Illinois Commerce Commission  ) 
  On Its Own Motion    ) 
      ) 
   vs.     ) Docket No. 11-0498 
      ) 
Commonwealth Edison Company  ) 
      ) 
Investigation of Commonwealth Edison ) 
Company’s Supply Rate Design and  ) 
Related Matters    ) 
 

THE PEOPLE OF THE STATE OF ILLINOIS, THE CITIZENS UTILITY BOARD, AND 
THE CITY OF CHICAGO’S BRIEF ON EXCEPTIONS 

 The People of the State of Illinois (“the People”), through Attorney General Lisa 

Madigan (“AG”), the Citizens Utility Board (“CUB”), through its counsel, and the City of 

Chicago (“City”), by Stephen Patton, Corporation Counsel (collectively “AG/CUB/City”), 

respectfully submit their Brief on Exceptions (“BOE”) to the Administrative Law Judge’s 

(“ALJ”) Proposed Order (“PO”) issued March 22, 2012. 

 AG/CUB/City supports a fixed time period for the phase-out based on a combination of 

two factors:  (1) the need to eliminate supply-cost subsidies so that all customers pay market-

based prices; and (2) the need to be sensitive to the impacts on customers receiving substantial 

subsidies so as to avoid excessive phase-out-related bill impacts. 

 It is not disputed that supply-cost subsidies within the residential class should be 

eliminated. The ALJ PO adopted Staff’s method of imposing a cap to limit the bill impact from 

moving towards cost-based rates for a customer in the 75th percentile of each of the residential 

delivery classes to no more than 10% on a total annual bill basis in any given year. 

AG/CUB/City believe that adopting an approach in which the subsidy is eliminated over a five 
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year period would be more fair to all customers than would the cap recommended by the 

Proposed Order. 

 Currently, the subsidy is being provided largely by residential customers who do not use 

electricity for space heating, enabling residential customers who use electricity for space heating 

to pay below-cost rates for electricity.  Specifically, the typical (median) residential space 

heating customer is receiving a subsidy of more than $450 per year (paying $1,691 per year 

while ComEd’s cost of providing the service is $2,159 per year).  ComEd Ex. 1.3a, p. 7 

(comparing Current Annual Bill and Year 5 for Residential with Electric Heat 50th Percentile). 

Taking into account the fact that the non-heating customers who are providing the subsidy are 

also paying full market price for their own heating fuel, the subsidy is inequitable because those 

who are paying full market price for their heating are additionally providing a subsidy to those 

customers who are not paying full market price for their heating. As there is no dispute that the 

subsidy should be eliminated, AG/CUB/City believe that it would be fairer for all customers if 

the inequity of the subsidy were eliminated over a reasonable and definite period of time. 

 In determining the reasonable period of time during which the subsidy should be 

eliminated, AG/CUB/City are mindful of the current state of the economy and the burden that 

energy costs can pose on residential consumers.  As a consequence, AG/CUB/City recommended 

in their Initial Comments that it is reasonable to eliminate the subsidy over a fixed five-year 

period.  ComEd’s calculations show that doing so would result in annual increases of far less 

than 10% for most residential heating customers. The calculations show that the annual increases 

would be 5% or less for the typical (median) residential heating customer, with even the largest 

users seeing increases of no more than 6%.  ComEd Ex. 1.3a, p. 6.  AG/CUB/City believe that 

this type of gradual increase over an extended period of time would be a reasonable way to 
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eliminate the subsidy that residential electric space heating customers are currently receiving 

(and have been receiving for many years). 

 AG/CUB/City are aware that other changes, either in ComEd’s delivery costs or in the 

electricity market, may result in rates increasing or decreasing during the five-year phase-out 

period.  It is the judgment of AG/CUB/City, however, that such other changes in supply or 

distribution rates should not affect the reasonable, timely phase-out of the below-cost rates being 

paid by residential space heating customers.  For example, if natural gas prices increase, it is 

likely that the wholesale price of electricity also would increase (since gas-fired generation tends 

to be the incremental generation on PJM during peak periods).  If this were to occur, then 

consumers who heat with natural gas would pay higher natural gas prices and also provide an 

increased subsidy to consumers who heat with electricity, further aggravating the inequity of the 

subsidy. No one will subsidize the heating costs of residential consumers who heat with natural 

gas during such an inflationary period. AG/CUB/City supports the phase-out of this inequity, so 

that all customers should be affected by such a change to a similar extent, no matter how they 

heat their homes. 

AG/CUB/City believe that it would be unreasonable to delay the phase-out of below-cost 

electricity pricing because of such a movement in market prices. A fixed five-year plan approach 

would be more equitable for all customers than the cap approach in the ALJ PO. 

 For the reasons discussed herein, AG/CUB/City respectfully requests that the 

Commission adopt the fixed time period phase-out pursuant to the proposed language below: 

Exception #1 
 
 The Commission’s conclusion on pages 6-7 should be amended as follows: 
 

With regard to the proper allocation of NCP demand, the 
Commission agrees with the statements and recommendations in the Joint 
Stipulation and therefore adopts the Joint Stipulation in its entirety.  The 
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Commission finds this proposal to be consistent with the recently enacted 
provisions of Section 16-108.5 of the Public Utilities Act (“Act”).  Given 
that ComEd has recently filed a performance-based formula rate pursuant 
to that Section of the Act, this issue will be addressed in the next 
proceeding that examines revenue-neutral changes related to the rate 
design of ComEd’s performance-based formula rate.   
 

Regarding the proper allocation of costs amongst rate BES 
customers in general, it should be noted at the outset that a rate subsidy 
will remain with respect to dusk-to-dawn customers.  Mr. Alongi testified 
that dusk-to-dawn customers are smaller municipalities.  (Tr. 36-37).  
There are no small municipalities being represented in this docket.  
Therefore, this docket does not address that subsidy.  Additionally, the 
non-residential customers that are currently subsidizing the cost of 
residential space heat customers are watt-hour customers without electric 
heat and demand customers without electric heat.  (Tr. 35-36).  These 
customers also are not represented in this docket. 
 
 The Commission hereby adopts the “Cap Approach.  This 
approach provides the affected customers with the least amount of “rate 
shock.”  fixed, five-year phase out proposal.  Phasing out the subsidy to 
residential electric space heat customers over a fixed number of years 
could have a significant bill impact in any year or years where ComEd’s 
overall cost to procure electricity supply increases substantially. ensures 
that the subsidy will be eliminated in a reasonable time period.  We agree 
that customers should not be required to subsidize other households’ home 
heating costs just because those other households heat with electricity, and 
the fixed-year approach ensures elimination of that subsidy.  A “cap” 
approach could result in the subsidy taking longer than five years to phase 
out, which would be unfair to those customers currently paying the 
subsidy.  Additionally, this approach appears to be aligned with basic 
energy efficiency principles, as the customers in this class that are in the 
75th usage percentile and above will bear a higher portion of the “make 
up” move toward cost-causation.  This encourages those who use the most 
electricity in this customer class to conserve and engage in energy 
efficiency activities or purchases.  Accordingly, ComEd is direct to file 
changes to the Retail Purchased Electricity charges section of its Rider PE 
that incorporates the movement toward cost-based supply rates for 
residential customers pursuant to this approach. 

 

Dated: March 29, 2012   Respectfully submitted, 
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