
STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
Illinois Commerce Commission   : 

On It's Own Motion   : 
-vs-     : 11-0498 

Commonwealth Edison Company  : 
       : 
Investigation of Commonwealth Edison : 
Company's Supply Rate Design and Related : 
Matters.      : 
 

 

 
ORDER 

By the Commission: 
 
I. INTRODUCTION 
 
 On June 22, 2011, the Commission issued an Order initiating an investigation 
(“Initiating Order”) to address issues related to Commonwealth Edison Company’s 
(“ComEd”) supply rate design in its residential classes, which are: Single Family Without 
Electric Space Heat; Multi Family Without Electric Space Heat, Single Family with 
Electric Space heat and Multi Family With Electric Space Heat.  This docket also 
addresses the allocation of NCP demand for distribution service among the four 
residential classes. 
 
 ComEd, Commission Staff (“Staff”) and the City of Chicago (the “City”) each filed 
appearances.  Petitions seeking leave to intervene were filed on behalf of Blue Star 
Energy Solutions, (“Blue Star”) the Citizens Utility Board, (“CUB”) the Illinois 
Competitive Energy Association, (“ICEA”) and the Attorney General (the “AG”).  The 
Administrative Law Judge (“ALJ”) granted CUB’s, Blue Star’s, ICEA’s, and the AG’s 
Petitions to Intervene.  
 
 The parties participated in a series of workshops to address the issues set forth 
in the Initiating Order.  On December 19, 2011, a Joint Stipulation between ComEd, 
Staff, the AG, the City, CUB, and ICEA was filed.  It specifically addressed the question 
of the allocation of NCP demand for distribution service among the four residential 
classes.  The parties to that Stipulation did not address the impact that any delivery cost 
reallocation would have upon non-residential customers because such action was 
deemed to be beyond the scope of this proceeding.   
 
 Pursuant to the ALJ’s ruling, ComEd filed the written Direct Testimony of 
Lawrence S. Alongi, Manager of Retail Rates at ComEd, on December 15, 2011.  On 
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January 19, 2012, Staff filed Initial Verified Comments.  On the same date, 
AG/CUB/City jointly filed Verified Comments.  ComEd filed Verified Reply Comments on 
February 7, 2012. 
 
 Pursuant to notice, an evidentiary hearing was held February 15, 2012, at the 
offices of the Commission in Chicago, Illinois before a duly authorized ALJ.  Staff’s 
Initial Verified Comments were admitted into evidence without objection.  At the 
conclusion of the hearing on February 15, 2012, the record was marked “Heard and 
Taken.” 
 
 On February 29, 2012, ComEd filed a Proposed Order which incorporated 
comments from Staff and the parties.  That proposed Draft Order was agreed to by all of 
the parties and Commission Staff.   

II. BACKGROUND  
The Initiating Order requires the parties to address two questions.  The first 

question concerns one component of ComEd’s supply rates.  The second question 
concerns one component of ComEd’s delivery service rates: the allocation of NCP 
demand among the four residential classes.  The parties agreed to a process to address 
these issues separately.  As set forth herein, the parties have set forth an agreed-upon 
proposal to address the delivery service rate question.  Meanwhile, Staff and 
AG/CUB/City made competing proposals to address the supply rate question.  Both of 
these questions are addressed herein. 

 
A. The Allocation of NCP Demand Among the Four Residential Classes 

and the Joint Stipulation 
 
 On December 19, 2011, a Joint Stipulation between ComEd, Staff, the AG, the 
City, CUB, and ICEA (the “Stipulating Parties”) was filed with the Commission.  The 
Joint Stipulation addressed the pending delivery service issue: the allocation of NCP 
demand among the four residential classes.  According to the Joint Stipulation, the 
Stipulating Parties determined that evaluating the impacts of a delivery cost reallocation 
on ComEd’s non-residential customer classes was beyond the scope of this proceeding.  
(there were no non-residential parties participating in this docket).  Further, the 
Stipulating Parties determined that the impact of a reallocation of NCP-related delivery 
costs on the four residential customer classes that comprise the residential sector would 
be relatively small.  Thus, the Stipulating Parties agreed to a proposal that would 
reserve this issue for determination in the next proceeding in which ComEd’s rate 
design issues are properly addressed.   
 
 The Stipulating Parties recommended that the Commission terminate the delivery 
services portion of this proceeding without ordering any change to existing delivery 
service rates and approve the totality of agreements set forth in the Joint Stipulation.  
They also proposed that the Commission require ComEd to provide an analysis of the 
impact on customer classes of reallocating NCP-related delivery costs using a single 
NCP allocator for the residential sector when the appropriate proceeding arises. 
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 Supply Related Issues- Rate BES Subsidies 
 
 There appears to be no dispute among the parties regarding the underlying facts 
related to this issue.  ComEd witness Mr. Alongi explained in direct testimony that 
through the application of supply charges under Rate BES – Basic Electric Service 
(“Rate BES”), which are determined pursuant to the methodology described in Rider PE 
- Purchased Electricity, (“Rider PE”) substantial subsidies are provided to residential 
customers with electric space heat (“space heat customers”) and to dusk-to-dawn 
lighting customers in the current annual amounts of $57.4 million and $7.2 million, 
respectively.  Residential customers without electric space heat and non-residential 
customers with demands that do not exceed 100 kilowatts (“kWs”) bear the burden of 
paying for the vast majority of those subsidies in the current annual amounts of $45.9 
million and $17.5 million, respectively.  No party took issue with this testimony.  ComEd, 
Staff and AG/CUB/City each agreed that a movement to cost-based rates is appropriate 
and ultimately, such subsidies should be eliminated.   
 

Given the parties’ unanimous recognition of the need to eliminate the Rate BES 
supply charge subsidies, the question now turned toward developing a plan that 
achieves this goal in a manner that properly balances the interests of all of the affected 
customers and other stakeholders.  As discussed herein, Staff and AG/CUB/City 
disagree on the methodology that should be used to eliminate the subsidies.  In 
addition, regardless of the methodology adopted, the parties agree that the Initiating 
Order limits the scope of this proceeding to only the subsidy provided for the benefit of 
residential space heat customers.  Therefore, other customer groups that benefit from 
the subsidies previously identified (e.g., dusk-to-dawn customers) must be addressed at 
a later time. 

 
B. The Contested Issue 

 
 Since the time when the Commission entered the Initiating Order, the parties 
have actively engaged in workshops that have effectively narrowed the issues.  Based 
on these workshops, ComEd witness Mr. Alongi’s direct testimony provided various 
analyses, as requested by Staff and the other parties, identifying different 
methodologies to move toward cost-based residential supply charges.  Specifically, Mr. 
Alongi offered two methods to achieve this goal.  The first method incorporates a fixed 
time period, five years, over which, the movement to cost-based rates is accomplished, 
(the “Fixed Time Approach”).  The second method is a non-time-based method that 
instead caps the amount of a rate increase for customers currently receiving subsidies 
in any given step toward cost-based rate design.  Under this approach, (the “Cap 
Approach”) there would be a limit of 10% on the total annual bill increase for residential 
customers at the 75th

 
 percentile of usage. 

 For each approach, Mr. Alongi examined and presented three scenarios, each of 
which reflected certain assumptions in order to assess the impact on customers of the 
two methods.  These three scenarios were: 
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1. ComEd’s overall costs to procure electricity supply for customers 

served under Rate BES were assumed to remain static.  
 
2. ComEd’s overall costs to procure electricity supply for customers 

served under Rate BES were assumed to increase gradually at 5% 
per year. 

 
3. ComEd’s overall costs to procure electricity supply for customers 

served under Rate BES were assumed to decrease gradually at 5% 
per year.   

 
In each of these scenarios, ComEd’s overall costs to provide delivery service were 
assumed to remain static. 
 

1 Staff Position 
 

Staff preferred the “Cap Approach” over the “Fixed Time Approach” for moving to 
cost-based supply rates for residential customers. Staff stated that by employing a cap 
to the level of movement toward cost-based rates in any given year, the Commission 
can ensure that in years with increases in ComEd’s overall cost to procure electricity 
supply, the total annual bill impact will be no more than the chosen cap.  Contrary to this 
built-in “protection” under the cap approach, phasing out the subsidies over a period of 
a fixed number of years has the potential to cause significant total bill impacts in years 
where ComEd’s overall cost to procure electricity supply increases substantially. 
 
 While Staff has no reason to believe that overall procurement costs will increase 
in the coming years, it asserts that it would be wise to not pick a fixed number of years 
during which, the subsidy phase-out should be completed. With a “Cap Approach,” the 
Commission ensures that the bill impact will be no greater than the chosen cap in any 
given year.  It also allows the subsidy phase-out period to become longer, if the overall 
costs to procure electricity supply increase in the future.  The only scenario, in which, 
the total annual bill impact will be more than the chosen cap will be if ComEd’s overall 
costs to procure electricity supply increase dramatically in any given year.  However, in 
such a situation, the supply charges for all customers should be increased on an 
across- the-board basis for all of ComEd’s customers. 
 
 As a result, Staff supported the “Cap Approach” for moving to cost-based supply 
rates for residential customers.  It is Staff’s position that this approach also alleviates 
the bill impacts, as the rates move more toward actual cost.   Specifically, Staff 
preferred a total annual bill cap of 10% for a 75th

 percentile customer in each of the 
residential delivery classes.  Staff noted that the total annual bill consists of (1) 
electricity supply-related charges, (2) transmission service charges; (3) ICC-
jurisdictional delivery service charges, and (4) various non-by-passable charges and 
adjustments, excluding state and municipal taxes.  Also, a 75th

 percentile customer 
refers to a customer in the 75th

 percentile level of annual electricity usage in a residential 
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delivery class, meaning that only 25% of customers in that residential delivery class 
consume more electricity annually than the 75th percentile customer. Choosing such a 
cap limits 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.  Virtually all customers using less electricity than the 
75% percentile customer will see bill impacts of less than 10% in any given year. 

 Thus, Staff recommended that the Commission order ComEd to file changes to 
the Retail Purchased Electricity Charges section of Rider PE that incorporate the 
movement to cost-based supply rates pursuant to its proposal. 
 

2 AG/CUB/City Position 
 

AG/CUB/City averred that it is reasonable to eliminate the subsidy, as it applies 
to certain residential customers, over a fixed five-year period.  They noted that ComEd’s 
calculations show that doing so would result in annual increases of 5% or less for the 
typical (median) residential space heat customer, with even the largest users seeing 
increases of no more than 6%.  AG/CUB/City believed that this type of gradual increase 
over an extended period of time would be a reasonable way to eliminate the subsidy 
that residential space heat customers are currently receiving, and have been receiving, 
for many years. 
 

AG/CUB/City also emphasized that their position was designed to eliminate, over 
a definite time period, the above-cost rates paid by residential non-heating customers.  
They opined that those customers already pay the full cost of heating their homes 
(primarily with natural gas) and should not be required to subsidize other households’ 
home heating costs just because those other households heat with electricity. 
 

AG/CUB/City stated that they were 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 that such other 
changes in supply or distribution rates should not affect the reasonable and timely 
phase-out of the below-cost rates being paid by residential space heat customers.  In 
other words, if energy costs increase, non-heating customers will pay those higher costs 
(through their natural gas bills, for example).  They should not be required to pay even 
more to further subsidize electric heating customers.  AG/CUB/City requested that the 
Commission adopt a fixed five-year time period to phase-out the residential supply-cost 
subsidies as described in ComEd witness Alongi’s direct testimony. 
 

3 ComEd Position 
 
 ComEd had no preference as to the approach the Commission should adopt in 
moving to cost-based residential supply charges in Rate BES.  However, ComEd 
emphasized three points regarding the two approaches.  First, if the Commission adopts 
Staff’s Cap Approach, it would provide protections to residential space heat customers 
in the event that ComEd’s cost to procure electricity supply were to rise dramatically 
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over a short time period.  Conversely, the Cap Approach could accelerate the pace of 
moving to cost-based residential supply charges and reduce the period required to 
eliminate the subsidy, if ComEd’s electricity supply costs were to decline.   
 

Also, ComEd continued, as discussed in ComEd witness Mr. Alongi’s testimony, 
when eliminating the subsidy provided to residential space heat customers, there should 
be a pro rata reduction in the supply charges applicable to the nonresidential customers 
that helps to pay for the subsidy provided to residential customers.  This will achieve 
revenue neutrality for ComEd, while also maintaining the subsidy provided to lighting 
customers and nonresidential space heat customers.  This is implemented by 
continuing to have the previously-identified, nonresidential customers continue to 
shoulder the portion of the subsidy that exists for the benefit of lighting customers (dusk-
to-dawn customers) and nonresidential space heat customers, while having the supply 
prices for the subsidized nonresidential customers and lighting customers change at the 
same percentage as the percentage in any changes in ComEd’s system average costs 
for electricity supply.  While this would add additional complexity to the computations 
required to determine supply charges applicable for customers served under Rate BES, 
it limits the movement to a cost-based supply rate design to the removal of the subsidy 
that is provided for the benefit of residential space heat customers.   
 

Finally, under either the Staff or the AG/CUB/City’s approach, the Commission 
would need to revisit the Rate BES supply charge subsidy issue in a future proceeding 
to address the subsidies that will remain for the benefit of nonresidential space heat 
customers and lighting (dusk-to-dawn) customers.  

 
4 Commission Findings and Conclusion 

 
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 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. 
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 The Commission hereby adopts the “Cap Approach.  This approach provides the 
affected customers with the least amount of “rate shock.”  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.  Additionally, this approach appears to be 
aligned with basic energy efficiency principles, as the customers in this class that are in 
the 75th

III. FINDINGS AND ORDERING PARAGRAPHS 

 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. 

 The Commission, having given due consideration to the entire record herein and 
being fully advised in the premises, is of the opinion and finds that: 
 

(1) Commonwealth Edison Company is an Illinois corporation engaged in the 
transmission, sale and distribution of electricity to the public in Illinois, and 
is a public utility as defined in Section 3-105 of the Public Utilities Act; 

 
(2) The Commission has jurisdiction over the Company and the subject 

matter herein; 
 
(3) The recitals of fact and conclusions of law reached in the prefatory portion 

of this Order are supported by the evidence of record, and are hereby 
adopted as findings of fact and conclusions of law; 

 
(4) The Joint Stipulation filed on December 19, 2011, is supported by 

substantial evidence, is reasonable, and is hereby adopted as findings of 
fact and conclusions of law;  

 
(5) Pursuant to the Joint Stipulation, Commonwealth Edison Company shall 

provide, in the next proceeding in which revenue neutral delivery service 
rate design issues are properly addressed, all parties thereto with an 
analysis of the impact on customer classes of reallocating NCP-related 
delivery costs using a single NCP allocator for the residential sector.  This 
analysis should be provided at the outset of the proceeding, if it is initiated 
by a filing by Commonwealth Edison Company, including, but not limited 
to, a tariff filing.  If such a proceeding is initiated by the Commission, the 
analysis must be provided on the date that Commonwealth Edison 
Company must submit its direct testimony, as scheduled by the ALJ 
presiding over the proceeding, or within thirty days of the initiation of the 
proceeding, whichever is later; 
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(6) Commonwealth Edison Company shall file changes to Rider PE consistent 
with the “Cap Approach” as is set forth in and adopted in this Order within 
three business days after the entry of this Order to be effective two 
business days after such filing; 

 
(7) All motions, petitions, objections, and other matters in this proceeding, 

which remain unresolved, should be disposed of consistent with the 
conclusions herein. 

 
 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
Rate BES supply charge subsidy phase out approach outlined in this order is hereby 
approved consistent with the conclusions contained herein. 
 
 IT IS FURTHER ORDERED that Commonwealth Edison Company shall provide, 
in the next proceeding in which revenue neutral delivery service rate design issues are 
properly addressed, all parties thereto with an analysis of the impact on customer 
classes of reallocating NCP-related delivery costs using a single NCP allocator for the 
residential sector.  This analysis should be provided at the outset of the proceeding, if it 
is initiated by a filing by Commonwealth Edison Company, including, but not limited to, a 
tariff filing.  If such a proceeding is initiated by the Commission, the analysis must be 
provided on the date that Commonwealth Edison Company must submit its direct 
testimony as scheduled by the ALJ presiding over the proceeding, or within thirty days 
of the initiation of the proceeding, whichever is later; 
 
 IT IS FURTHER ORDERED that Commonwealth Edison Company shall file 
changes to Rider PE consistent with the “Cap Approach” as is set forth in and adopted 
in this Order within three business days after the entry of this Order to be effective two 
business days after such filing. 
 

IT IS FURTHER ORDERED that the Joint Stipulation is hereby approved in its 
entirety, consistent with the conclusions contained herein and subject to all of the 
conditions of the Joint Stipulation. 
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are to be disposed of in a manner 
consistent with the conclusions herein. 
 
 IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 
 



11-0498 

9 

By Order of the Commission this 21st day of March, 2012. 
 
 
 
 

(SIGNED) DOUGLAS P. SCOTT 
 
 Chairman 
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