
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 
Illinois Commerce Commission 
  On Its Own Motion 
 
  vs. 
 
Commonwealth Edison Company, 
 
Investigation of Commonwealth Edison Company’s 
supply rate subsidies for non-residential space heat 
customers and lighting customers 
 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

 
 
 
          
 
Docket No. 14-0385 
 
 

 
PRE-HEARING MEMORANDUM 

 
Pursuant to the May 20, 2014 Order in this docket (“Initiating Order”), Commonwealth 

Edison Company (“ComEd”) submits this Pre-Hearing Memorandum setting forth its legal and 

factual positions with regard to the Illinois Commerce Commission’s (“ICC” or “Commission”) 

Investigation of Commonwealth Edison Company’s supply rate subsidies for non-residential 

electric space heat customers and lighting customers.   

I. INTRODUCTION 

1. The Commission has addressed the subject of supply rate subsidies in ComEd’s 

rate design in two recent Commission proceedings: the Investigation of Commonwealth Edison 

Company's Supply Rate Design and Related Matters (Docket No. 11-0498) and the Revenue-

neutral tariff changes related to rate design (Docket No. 13-0387).  Prior to that, supply charges 

were addressed in another rate design proceeding, Docket 07-0166, in which the Commission 

approved a rate structure that provided supply rate subsidies to certain customer supply groups. 

2. The first docket referenced above was limited in scope on the supply rate subsidy 

issue to the subsidies provided to residential electric space heat customers.  ICC Docket No. 11-
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0498, Initiating Order (June 22, 2011).  The second docket referenced above was a delivery 

service rate design case where the parties agreed that would not be an appropriate venue for a 

supply-related rate design investigation.  ICC Docket No. 13-0387, Final Order (Dec. 18, 2013) 

at 119-20.  Rather, Staff of the Illinois Commerce Commission (“Staff”) recommended that the 

Commission initiate a new proceeding to “address issues related to supply rate design regarding 

non-residential space heat customers and dusk-to-dawn lighting customers.”  Id. at 119-20.   

3. The Commission therefore initiated this proceeding to investigate ComEd’s 

“subsidies to non-residential space heat and lighting customers … .”  Initiating Order at 4. 

II. LEGAL AND FACTUAL POSITIONS 

4. Consideration of a subsidy in supply charges and provision for its elimination 

necessarily involves examination of the costs to serve all customer groups and adjustments 

(upwards or downwards) in the rates of those groups, not just the groups perceived at the outset 

as the beneficiary of an existing subsidy.  This is because rate design, frequently referred to as a 

“zero sum game,” does not directly implicate ComEd’s overall revenue level but does implicate 

the rates charged to all customers receiving similar service from ComEd. 

5. The Initiating Order addresses specifically supply rate subsidies to non-residential 

electric space heat customers and lighting customers. 

6. A re-apportionment of costs to eliminate subsidies present in the supply charges 

for these customers potentially impacts other customer groups, including but not limited to 

residential customers.  Accordingly, this proceeding potentially implicates changes to the rates 

charged to all groups of customers receiving supply service from ComEd.   

7. ComEd has recently reviewed prior analyses of the costs to provide supply service 

to its various customer groups and confirms that those analyses show inequities in supply rates 
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that favor the two customer groups identified in the Initiating Order based on the currently used 

cost allocation methodology.   

8. ComEd, however, has begun the development of alternative analyses of the costs 

to serve various customer groups.  Specifically, the new analyses consider alternative ways of 

allocating capacity costs, a component of supply costs, to all eligible customers to better align 

the allocation of such costs for supply ratemaking purposes with the manner in which they are 

incurred from the PJM regional transmission organization.  Having begun the discussion of such 

analyses with various parties in March 2014, ComEd is continuing to refine these alternative 

analyses and approaches with input from the various parties, and these discussions have spilled 

over into the scope of the instant proceeding. 

9. ComEd is prepared to proceed with this docket based on the cost allocation 

methodologies that preceded its latest efforts.  These methodologies, however, may or may not 

be appropriate in the future in light of the new perspective that ComEd is developing regarding 

the presence of subsidies in the supply rates for each group of eligible customers.  ComEd can 

report at this stage that its preliminary work using the latest information and the new 

methodologies suggests the existence of subsidies in current supply charges to the various 

customer groups, but those subsidies appear to be distributed differently than ComEd previously 

reported. 

10. Accordingly ComEd anticipates continuing to work with the parties over the next 

90 days to explore alternative methods of cost apportionment and the implications of those 

methods and, ultimately, in an effort to reach consensus on the direction and resolution of this 

proceeding.  ComEd respectfully submits that delaying the evidentiary phase of this proceeding 

for a corresponding period is likely to result in a more efficient use of the resources of the 
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Commission and the various stakeholders participating in this process and will ultimately 

increase the likelihood that this proceeding will result in sustainable, cost-based supply charges 

to its customers. 

11. In any event, ComEd supports cost-based rates and advocates that ultimately all 

subsidies be eliminated to the greatest extent practical. 

III. CONCLUSION 

ComEd emphasizes that this rate design issue, like all other rate design issues, is revenue 

neutral for ComEd.  As such, ComEd’s interest in the outcome of this proceeding stems from its 

underlying interest in creating and maintaining a logical rate design that assigns costs to cost 

causers to the extent reasonably possible.  To that end, ComEd is prepared to proceed with the 

development of testimony and evidence employing previously-approved methods for cost 

allocation.  ComEd is also prepared to continue to work with stakeholders in the development of 

new cost allocation analyses with a view to developing cost-based supply charges that capture 

responsibility for capacity costs that is expected to prevail in 2015 and beyond. 

 

Date:  July 31, 2014    Respectfully submitted, 
      COMMONWEALTH EDISON COMPANY  
 
 
      By:  /s/ Ronit C. Barrett     
       One of Its Attorneys 
 

Eugene Bernstein 
Michael R. Lee 
Exelon Business Services 
10 S. Dearborn St., 49th Floor 
Chicago, IL 60603 
(312) 394-5400 
eugene.bernstein@exeloncorp.com  
michael.lee3@exeloncorp.com  

Ronit C. Barrett 
Eimer Stahl LLP 
224 S. Michigan Ave., Suite 1100 
Chicago, IL 60604 
(312) 660-7600 
rbarrett@eimerstahl.com 
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