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M E M O R A N D U M___________________________________________________ 
 
TO:  The Commission 
 
FROM:  Claudia E. Sainsot, Administrative Law Judge 
 
DATE:  April 5, 2012 
 
SUBJECT:  Illinois Commerce Commission 

On its Own Motion 
-vs- 

Commonwealth Edison Company, Investigation of 
Commonwealth Edison Company’s Supply Rate Design and 
Related Matters. 

 
RECOMMENDATION:  Enter the attached order which addresses issues related to 

Commonwealth Edison Company’s supply rate design and 
the allocation of non-coincidental peak (“NCP”) demand for 
distribution service among the four residential classes.  

 
 

On June 22, 2011, the Commission issued an Order initiating an investigation to 
address issues related to Commonwealth Edison Company’s (“ComEd’s”) supply rate 
design and also the allocation of non-coincidental peak (“NCP”) demand for distribution 
service among the four residential classes.  Those four rates 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.  Accordingly, this docket 
addresses two issues: the allocation of NCP demand for distribution service among the 
four residential classes and the rate design for these four residential classes.   
However, because the allocation of NCP demand affected parties that did not 
participate in this docket, (commercial customers) that issue was reserved in the 
Stipulation for a future proceeding in which, ComEd’s rate design is at issue.   

Participating in this docket were: ComEd, Commission Staff, the City of Chicago 
Blue Star Energy Solutions (“Blue Star”), the Citizens Utility Board (“CUB”), the Illinois 
Competitive Energy Association (“ICEA”), and the Attorney General (the “AG”).  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 
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reallocation would have upon non-residential customers because such action was 
deemed to be beyond the scope of this proceeding (due to the fact that there were no 
non-residential customers participating in this docket).  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 service 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. 

ComEd witness Mr. Alongi’s unrebutted testimony established that the two 
residential space heat customers are being subsidized by the two non-space heat 
residential customer classes (multi-family and single-family).  Also, certain non-
residential customers, who did not partake in this docket, watt-hour customers without 
electric heat and demand customers without electric heat, are currently subsidizing the 
electric space heat customers.  Therefore, the only issue in this docket was the 
methodology to be used to move toward cost-based residential supply charges 
amongst the four rate BES classes, in order to gradually move toward the actual cost of 
electric space heat for residential customers.  

 
AG/CUB/City recommended that it is reasonable to eliminate the subsidy that 

exists for residential space heat 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. 

 
Staff advocated use of the “Cap Approach” for moving to cost-based supply 

rates for residential customers.  Staff posited that this approach alleviates the bill 
impacts, as rates move to 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 delivery class, meaning 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 
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customers using less electricity than the 75% percentile customer will see bill impacts of 
less than 10% in any given year.  
 

The attached Order resolves this issue by adopting Staff’s “Cap Approach.”  It 
notes that this approach provides the affected customers with the least amount of “rate 
shock.”  Using a fixed number of years could have a significant bill impact in any year or 
years where ComEd’s overall cost to procure electricity increases substantially.  The 
Order also 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 
(slightly) higher portion of the “make up” move toward cost-causation.  This encourages 
those who use the most electricity in this class to conserve and engage in energy 
efficiency activities or purchases.   

 
Accordingly, I recommend that you enter the attached Order.   

 
 
CES:jt 


