
STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 
Peter R. Fletcher     : 
 -vs-      : 11-0144 
Commonwealth Edison Company  : 
 
Complaint as to billing/charges in Lisle, : 
Illinois.      : 
       : 
Illinois Commerce Commission   : 

On Its Own Motion    : 12-0365 
-vs-     : 

Commonwealth Edison Company  : 
       : 
Investigation of Rate BESH, Rider POGNM : Consol. 
and General Terms and Conditions.  : 
 
 

PROPOSED ORDER 

 

By Order of the Commission: 

On February 9, 2011, Peter R. Fletcher (“Complainant”) filed a Complaint with 
the Illinois Commerce Commission (“Commission”) against Commonwealth Edison 
Company (“ComEd” or “Respondent”) regarding the method used to compute his 
capacity charge.  Mr. Fletcher receives service pursuant to ComEd’s Real Time Price 
(“RTP”) and net metering tariffs. 

Pursuant to notice given in accordance with the law and the rules and regulations 
of the Commission, prehearing conferences were held before an Administrative Law 
Judge (“ALJ”) at the Commission’s offices, in Chicago, Illinois, on March 22, 2011 and 
June 15, 2011.  Respondent filed a Motion to Dismiss (“Motion”) on July 14, 2011, to 
which the Complainant responded on July 27, 2011.  ComEd withdrew the Motion on 
August 1, 2011 and filed a Restated Motion to Dismiss (“Restated Motion”) on August 8, 
2011.  Mr. Fletcher responded to the Restated Motion on August 30, 2011 and ComEd 
replied on September 2, 2011.   

The ALJ’s Proposed Order, recommending that the Complaint be dismissed, was 
served on December 22, 2011 in Docket 11-0144.  No exceptions were filed. 

After reviewing the record in Docket 11-0144, the Commission determined that a 
separate proceeding was necessary to investigate the methodology of the calculation of 
the capacity charge for customers in the same situation as the Mr. Fletcher.  
Subsequently, Docket 12-0365 was initiated and later consolidated with Docket 11-0144 
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by the ALJ.  On August 24, 2012, ComEd filed its Verified Initial Comments (“ComEd 
Comments”).  On October 26, 2012, Staff filed its Verified Comments (“Staff 
Comments”).   

I. The Complaint 

In the Complaint, Mr. Fletcher states that in 2009 he signed up for ComEd’s RTP 
program.  In April, 2010, he had a 4.14 kW Solar PV system installed on the roof of his 
home.  He then signed a net metering agreement with ComEd. 

A portion of his bill as a RTP customer is the Capacity Charge, which is based on 
his energy usage during peak periods.  The charge is calculated annually based on his 
usage during peak periods in the previous year.  Mr. Fletcher asks that the Capacity 
Charge be based on net usage during peak periods, not merely usage.   

Mr. Fletcher did not file comments in the consolidated investigation proceeding. 

II. ComEd’s Comments 

A. Capacity Charges Versus Energy Charges 

As set forth in Rate BESH, a customer’s bill is comprised of several categories of 
charges; the charge for actual energy extracted from the system (energy charge) is just 
one of those charges. The charge for ensuring sufficient capacity to generate such 
energy (capacity charge) is another such charge. These two charges are separate and 
distinct in nature and are not equal. 

1. Energy Charges 

Energy charges require customers to pay for the kilowatt-hours (kWh) of energy 
they extract from the system over time. Consistent with Section 16-107.5 of the Act, for 
Rate BESH customers who “use the gross output of [their] electric generating facilities 
to provide a portion of [their] electric power and energy supply requirements” (e.g. 
photovoltaic panels), such as Mr. Fletcher, Rider POGNM modifies the methodology 
used to calculate a customer’s energy charge by basing such charge on the customer’s 
net kWh usage in each hourly period. 220 ILCS 16-107.5; Rider POGNM. Thus, to the 
extent the customer generates more energy than he uses in any hourly period, he 
receives a credit for the excess amount of energy generated. By taking into account the 
energy a customer uses minus the energy the customer generates, generators like Mr. 
Fletcher are fully and fairly compensated for the energy they produce. 

2. Capacity Charges 

Capacity charges are determined “in a manner that recovers the capacity 
obligation costs incurred by the Company to procure electric power and energy directly 
from PJM-administered markets for retail customers receiving service with hourly 
pricing.” Rate BESH, ILL. C. C. No. 10, 6th Rev. Sheet No. 33. In other words, a 
capacity charge is the price customers must pay for the kW of load (i.e. demand) they 
impose on the system at certain critical times. This load, also known as the capacity 
obligation, reflects the retail customer’s share of the maximum system demand. In other 
words, the customer’s individual capacity obligation is ultimately aggregated with other 
customers’ to determine the size of the generation facilities that must be available to 
serve them. 
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In order to fairly and accurately determine the capacity necessary to serve an 
hourly net metering customer, the capacity obligation is based on averaging the kW of 
load (demand) that a customer places on the system at five critical “peak hours” 
established by PJM. Each hour reflects the difference in each hour, not to be less than 0 
kW, between the amount of power consumed in the Rate BESH customer’s home, less 
the amount of power produced by the customer’s photovoltaic system (or other 
generation device). See Rate BESH, ILL. C. C. No. 10, 6th Rev. Sheet No. 33. Upon 
determining each of the customer’s five individual peak hours, the five values are added 
then divided by five to determine the customer’s average peak load. By averaging the 
five peak hours instead of relying on the customer’s highest peak hour demand, 
customers like Mr. Fletcher do, in essence, receive credit for their capacity needs that 
they displace with behind the meter generation. 

This average peak load reflects the retail customer’s contribution to the maximum 
system demand, which is used to determine the size of the facilities that must be 
available to serve each BESH customer and in turn, the capacity ComEd must be 
allocated by PJM. 

3. Rate BESH Capacity Charge and Open Access Transmission Tariff 
on PJM Interconnection 

ComEd is one of many Load Serving Entities (“LSEs”) served by PJM, which is 
responsible for electricity transmission and the wholesale energy and capacity markets 
across thirteen states and the District of Columbia. PJM is regulated by the FERC. 
Under PJM’s existing market rules, ComEd is assessed various charges by PJM. FERC 
Order Accepting Market Rules, 107 FERC ¶ 61113 (2004). Among such charges are 
energy and capacity charges. Id. To determine ComEd’s capacity charge, PJM 
establishes a capacity obligation for the entire ComEd zone of PJM. Due to Illinois’ 
competitive retail electric supply market, ComEd is not the only LSE within the ComEd 
PJM zone. Accordingly, PJM must allocate ComEd’s zonal capacity obligation among 
ComEd and all other LSEs who serve load in the ComEd zone. PJM does this through a 
FERC-approved methodology contained in the PJM Open Access Transmission Tariff 
(“OATT”), Exhibit D. Under the OATT, PJM assesses ComEd a capacity charge based 
on ComEd’s share of the zonal load. Subsequently, pursuant to the Commission-
approved methodology set forth in ComEd’s retail tariff, ComEd allocates its LSE 
capacity obligation among the retail customers ComEd serves as an LSE. 

For purposes of determining a LSE’s obligation, it is well-established by the 
FERC that the capacity obligation for end-use customers, which would include hourly 
net metering customers like Mr. Fletcher, equals the average net load, not to be less 
than 0 kW, based on the difference between the amount of power consumed in the end-
use customer’s home, less the amount of power produced by the end-use customer’s 
photovoltaic system (or other generation device), during each of the five PJM peak 
hours. The five PJM Peak hours are set forth in PJM’s OATT. They are: “the five hours 
occurring on different calendar days in a summer during which the electric system 
served by PJM experiences its five highest daily summer demands.” Determination of 
Capacity Peak Load Contributions and Network Service Peak Load Contributions, PJM 
OATT, p. 1035, Attachment E. 
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Using five peak hours for the year instead of only one gives a more reliable 
picture of the load a customer is imposing on the system at times of maximum loading. 
And, not permitting an hourly load to be less than zero ensures a reliable determination 
because it more accurately reflects the maximum capacity a customer will demand from 
the system at a given time. This ensures ComEd can adequately supply such customer 
at any such given time. Accordingly, when implemented harmoniously at the state and 
federal levels, the current methodology ensures that ComEd and PJM can stand ready 
with sufficient capacity to meet customer/end-user demands. 

B. Argument 

1. ComEd’s Rate BESH and General Terms and Conditions are 
Consistent with the Act and Commission Precedent and are 
Therefore Reasonable and Fair. 

In 2007, the General Assembly amended the Act to include, among other things, 
Section 16-107.5, the so-called “net metering” provisions of the Act (the “Net Metering 
Statute”). 220 ILCS 5/16-107.5. These provisions set forth a special billing method for a 
retail customer who owns generation at his or her premises because the Act recognizes 
that the customer will sometimes export to the utility’s system the excess energy he or 
she produces, while at other times, the customer will draw energy in from the utility’s 
system. However, the Net Metering Statute only pertains to how a utility calculates 
energy charges/credits for a customer taking hourly service.  See 220 ILCS 5/16-
107.5(d-5). 

It is plain on the face of the statute that the provision for subtracting the kWh the 
customer exports to the system from the kWh the customer consumes speaks to the 
customer’s energy usage, not to the load the customer places on the system (capacity). 
Energy is measured in kilowatt-hours (kWh), which is a measure of energy used over 
time. By contrast, capacity is measured in kilowatts (kW), a measure of the amount of 
load placed on the system at a given time. The Act makes no provision at all for any 
subtractions from the load imposed on the system by a customer with generating 
facilities at his or her premises. 

Indeed, in promulgating its net metering regulations (Part 465 of the Illinois 
Administrative Code, “Part 465”) in Docket 07-0483, the Commission rejected 
arguments that any net generation should offset capacity charges. See Docket 07-0483, 
Second Notice Order. The assertion that the Net Metering Statute requires capacity 
credits was rejected by the Commission in Docket 07-0483 in addressing the 
Environmental Law and Policy Center’s (“ELPC”) argument that the proposed net-
metering rule did not reflect “true net metering,” because the credit does not extend to 
reductions in the customer’s load (capacity credit). 

This argument must again fail. As previously stated, using the average of five 
PJM peak hours instead of one produces a more reliable measure of a customer’s 
contribution to system peak loads and hence capacity costs. Also, by virtue of averaging 
a customer’s five peak hours rather than relying on a single peak hour, the current 
method does credit hourly net metering customers with reductions to their peak load 
resulting from the energy they produce. In Mr. Fletcher’s case, for instance, this resulted 
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in a capacity charge equivalent to only one-fifth of his maximum demand of the five 
hours. 

While net-metering customers may indeed push electricity back onto the system 
(for which they are fully credited vis-a-vis Rider POGNM’s energy charge), distributed 
generation is a variable resource. Thus, any generation by a net metering customer is 
neither predictable nor dispatchable. This is evidenced by the fact that Mr. Fletcher 
sometimes produces more than he demands, but sometimes demands more than he 
produces – meaning ComEd cannot rely on a consistent flow of electricity to the system 
from Mr. Fletcher’s generation activity. To the extent a net metering customer like Mr. 
Fletcher places any demand on the system at peak hours, the system must stand ready 
to meet such demand; it is simply irrelevant that at some other point in time he may 
produce more than s/he consumes.  

ComEd’s current methodology under Rate BESH and ComEd’s General Terms 
and Conditions reasonably quantifies the cost net metering customers may put on the 
system and should not be modified. 

2. Adopting a Methodology Inconsistent with FERC-Approved Tariffs 
Would be Unreasonable, Unjust, and Would Discourage 
Competition. 

Any change in the allocation of capacity obligation costs at the state level would 
not change the way PJM calculates ComEd’s capacity obligation at the federal level. 
Thus, if the Commission were to require ComEd to adopt a capacity charge 
methodology inconsistent with its FERC-approved methodology, then recovery of 
ComEd’s PJM capacity obligation costs would be unreasonably shifted to other 
customers ComEd serves as an LSE. For instance, if ComEd were to follow Mr. 
Fletcher’s approach of reflecting positive net generation as a negative load and netting 
negative and positive peak loads before averaging them, PJM would nonetheless 
allocate and charge ComEd for capacity under the current methodology of zeroing out 
hours with positive net generation that would otherwise result in negative peak hour 
loads, adding them, and then averaging them. Thus, the share of ComEd’s PJM 
capacity obligation attributable to net metering customers would have to be subsidized 
by the remaining retail customers ComEd serves as an LSE. 

Such result is unreasonable and contravenes fundamental ratemaking policies. 
Section 1- 102(d)(iii) of the Act “clearly declares that one of the goals and objectives of 
utility regulation is to ensure that “the cost of supplying public utility services is allocated 
to those who cause the costs to be incurred.” Central Illinois Public Service Co. v. 
Illinois Commerce Comm’n, 243 Ill. App. 3d 421 (4th Dist. 1993); 220 ILCS 5/1-
102(d)(iii). Having adequate capacity to supply net metering customers is an 
unavoidable cost; and it is only fair that the customers who cause such costs are 
required to pay them. This becomes particularly troublesome as more customers shift to 
alternative suppliers, because capacity costs otherwise attributable to hourly net 
metering customers would be shifted to a dramatically decreasing pool of retail 
customers. Thus, the burden on each non-net metering customer would increase as 
more customers leave ComEd. Accordingly, Mr. Fletcher’s proposal would result in 
unreasonable harm to other retail customers for whom ComEd is the LSE. 
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Moreover, subsidizing ComEd’s hourly net metering customers by allocating the 
capacity costs they cause to other retail customers would be contrary to the pro-
competitive goals of the Act. Such customers would no longer receive that subsidy if 
they were to take service from a Retail Electric Supplier. Hence, allocating retail 
capacity charges for hourly net-metering customers in a manner that is not cost-based 
would result in subsidies that create an uneven playing field for hourly net-metering 
customers. 

In sum, it is unreasonable and unjust to have one group of customers subsidized 
by another group of customers: particularly in light of Subsection (e) of the Net Metering 
Statute, which requires electricity providers to provide net metering customers with 
“electric service at non-discriminatory rates” that are “identical, with respect to rate 
structure, retail rate components and any monthly charges to the rates that the 
customer would be charged if not a net metering customer.” 220 ILCS 5/16-107.5(e). If 
net metering customers were allowed to receive credits other than those for the kilowatt-
hours of electricity they supplied, they would be receiving electricity at a rate that is 
different from how customers without net meters are billed. This approach is at odds 
with the law and prior Commission practice and should therefore be rejected. 

Maintaining consistency between ComEd and PJM’s capacity charge 
calculations ensures that customers are treated fairly and costs are appropriately 
allocated to those who cause them. Accordingly, the Commission should continue to 
find the current methodology just and reasonable. 

4. Rider POGNM is Reasonable and Fair Because it Addresses 
Energy Charges, not Capacity Charges. 

Finally, Rider POGNM was not at issue in Docket 11-0144 and does not address 
capacity charges. Rather, Rider POGNM sets forth the manner in which energy charges 
are calculated for net metering customers. Accordingly, Rider POGNM is consistent with 
Section 16-107.5 of the Act and is therefore reasonable and just. 

III. Staff’s Comments 

Staff concurs with ComEd that its methodology for calculating capacity charges 
for customers, similar to Mr. Fletcher, who take service under the Company’s RTP and 
POGNM tariffs are just and reasonable. As attachment E to ComEd’s Comments show, 
ComEd’s method of charging its net metering customers is consistent with the methods 
the PJM Interconnection, LLC (“PJM”) uses to charge ComEd for the capacity 
obligations of those customers. To charge these customers under an alternative method 
would not be consistent with basic principles of charging according to cost causation. 

In addition to being consistent with the method used by PJM to charge ComEd 
for these customers’ capacity obligations, Staff also believes that ComEd’s method of 
charging these customers for capacity is preferable to the alternative method proposed 
by Mr. Fletcher. Staff notes that Mr. Fletcher and similar customers are not providing 
capacity to the PJM. 

Mr. Fletcher provided energy to the system in four of the five peak hours, and 
was compensated for the energy provided. However, Mr. Fletcher did not provide 
capacity in any of the five hours.  PJM and ComEd need to ensure that there is 
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sufficient generation to meet the capacity needs of Mr. Fletcher and all similar 
customers at all times.  Mr. Fletcher did need capacity in one of the five peak hours.  
PJM and ComEd needed to ensure that his need for energy was met in that hour as 
well as the other four hours for which he was not a net user of energy. The method used 
to charge Mr. Fletcher for capacity accounted for that; i.e. the fact that in four of the five 
peak hours Mr. Fletcher did not contribute to increasing the ComEd zonal capacity 
needs for PJM. It accounted for his contributions by not charging him for capacity in 
those hours. That is, Mr. Fletcher’s capacity charge was lowered because he showed 
good energy usage patterns during the peak periods. If the Commission were to adopt 
the method of calculating capacity charges that Mr. Fletcher proposes, Mr. Fletcher and 
other customers with similar usage would not be paying for the capacity contributions 
that PJM charges to ComEd on their behalf. This is contrary to the ratemaking principles 
of cost causation. 

For these reasons, Staff recommends that the Commission find that the POGNM 
tariff and the portions of rate BES-H that apply to net metering customers, including Mr. 
Fletcher, be maintained in their current form. These tariffs are just and reasonable, and 
are consistent with basic ratemaking principles of cost causation. 

IV. Commission Analysis and Conclusion 

This matter concerns the manner in which Complainant’s and other similar 
customers’ capacity charges are calculated.  There is no dispute that ComEd calculates 
the capacity charge by taking the average of the Complainant’s energy used during 5 
system peaks of the previous year. The only dispute appears to be when a user’s net 
usage is negative, ComEd considers it to be zero (0).  Mr. Fletcher net usage is 
negative when his solar panels produce more power than he uses.   

During 4 of the 5 system peaks, the Complainant was a net producer, but on the 
5th peak, Complainant was a net user.  Pursuant to its tariffs, ComEd calculated 
Complainant’s capacity charge as follows (0 + 0 + 0 + 0 + .49)/5.  Whereas, the 
Complainant believes it should have been something like (-.75 + -.14 + -.23 + -.04 + 
.49)/5.  The exact amount that Mr. Fletcher produced is not in the record, nor is it 
necessary for this decision.  The Complainant does not ask for a refund or a credit for 
the capacity charge, just that he not be charged in the future if over the five peaks he is 
a net producer. 

It is clear from the Comments filed that ComEd’s method is consistent with its 
Commission-approved tariffs and PJM methodologies.  And, importantly, it is consistent 
with the Commission’s general intent to assign costs to the cost causer.  

ComEd also points out that its tariff is consistent with the Commission’s decision 
in Docket 07-0483.  In that docket, the Commission found that the statute only requires 
a 1:1 kilowatt-hour credit to a subsequent bill. The specific charge at issue in this 
proceeding was not discussed in that proceeding, but notably the Commission refused 
to extend the net metering to other charges beyond the 1:1 kilowatt-hour credit for 
energy usage.  That decision is consistent with both the Act and the Commission’s 
rules, which only require a credit for energy produced.  See 220 ILCS 5/16-107.5(d)(2)  
and 83 Ill. Adm. Code 465.50(a)(2)(C). 
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The purpose behind capacity charges is also served by the Company’s 
methodology.  The capacity charge seeks to quantify the cost a customer imposes on 
the system.  Even if most of the time a customer is a producer during peak periods, 
ComEd and the grid must be prepared to provide any amount that a customer might use 
during the peak periods.  In other words, the production of electricity during four out of 
five peaks does not negate the need for ComEd to be ready to provide electricity to the 
customer during the fifth peak.  Mr. Fletcher’s proposed resolution does not capture the 
cost to ComEd and the grid that his energy use during peak periods imposes. 

Based on the Comments filed by ComEd and Staff, there does not seem to be 
any need to order ComEd to make changes to its existing tariffs or methodologies 
regarding capacity charges.  Rate BESH, Rider POGNM, and General Terms and 
Conditions as they apply to customers in the same position as Mr. Fletcher are 
reasonable, just and consistent with the Public Utilities Act. Accordingly, these tariffs 
should not be modified. 

Mr. Fletcher did not file comments.  Also, no party has requested that an 
evidentiary hearing be held.  Accordingly, the record in this consolidated proceeding 
should be closed and Mr. Fletcher’s Complaint be dismissed. 

V. FINDINGS AND ORDERING PARAGRAPHS 

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

(1) Respondent, Commonwealth Edison Company, is an Illinois corporation 
engaged in furnishing electric service in the State of Illinois and, as such, 
is a public utility within the meaning of the Illinois Public Utilities Act; 

(2) Complainant, Peter R. Fletcher, alleges that Commonwealth Edison 
Company’s methodology for calculating capacity charges should be 
changed; 

(3) the Commission has jurisdiction over the parties and the subject matter 
herein; 

(4) the findings of fact and the conclusions of law set forth in the prefatory 
portion of this Order conform to the evidence of record and the law and 
are hereby adopted as findings of fact and law herein; 

(5) Respondent is charging Complainant in a manner consistent with its tariff; 
Complainant failed to state a claim upon which relief can be granted; 

(6) the capacity charges are consistent with all applicable law and policy and, 
thus, the investigation should be closed and the Complaint should be 
dismissed, without prejudice. 

IT IS THEREFORE ORDERED that the Complaint filed by Peter R. Fletcher on 
February 9, 2011 against Commonwealth Edison Company be, and the same is, hereby 
dismissed without prejudice. 

IT IS FURTHER ORDERED that the record in this consolidated investigation 
proceeding be closed. 
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IT IS FURTHER ORDERED that all motions, petitions and objections made in 
this proceeding, which are not disposed of, be and are hereby disposed of consistent 
with the ultimate conclusions contained 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. 

 

DATED:       December 21, 2012 
BRIEFS ON EXCEPTIONS DUE:    January 11, 2013 
REPLY BRIEFS ON EXCEPTIONS DUE:  January 25, 2013 
 

Leslie Haynes, 
Administrative Law Judge 

 


