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Amended Final Progress Report
May 21, 2004 Meeting

On Friday, May 21, 2004, the Rates Working Group (RWG) met at the offices of Foley & Lardner LLP, 321 N. Clark Street, Suite 2800, Chicago, Illinois, pursuant to notice posted on the ICC Web’s site and distributed to participants through the RWG e-mail list.  A video conference link was provided to the main Illinois Commerce Commission (ICC) offices, 527 E. Capitol Avenue, Springfield, Illinois.  The meeting agenda was distributed and posted prior to the meeting.  All parties on the most current RWG stakeholder participants list were represented at the meeting by at least one individual.

  Parties were reminded of the applicability of the Commission’s traditional policy barring the subsequent use of non-consensus “[p]ositions taken, and documents and papers provided by the stakeholders in the Post 2006 Initiative Process … in any subsequent litigation, including administrative proceedings before the Illinois Commerce Commission, the Federal Energy Regulatory Commission, and other federal, state, or local governmental authorities.”  In addition, parties were reminded of the importance of strict compliance with all anti-trust laws and referred again to the Anti-Trust Guidelines for the Post 2006 Initiative prepared under the supervision of the ICC General Counsel, copies of which were available at the meeting.

Other administrative matters.  The parties were updated on the status of the RWG e-mail list (Post2006RWG@foley.com) and the planned schedule for future RWG meetings.  The parties also briefly discussed the topical division of the Issues List items assigned to the RWG into seven categories, or “buckets,” which will be covered during future RWG meetings.  In particular, Issue 42 – “Should the cost of power be determined as a fixed amount in base rates from rate case to rate case?” – was reclassified by agreement as an “Other Rate Design” issue.

The consensus items first identified at the May 21 Meeting were discussed further at the June 1 and June 8 meetings of the Group, and those discussions are reflected in the consensus items reported below. 

Proposed Consensus Items

I. Unbundling of prices in utility tariffs

31A)
Should rates be determined, and shown on the tariff sheets, for both bundled and delivery services, as individual rate components, in a manner such as:  customer charge, meter charge, distribution delivery charge, transmission delivery charge, and supply charge? 

Consensus was reached that each utility, when filing bundled electric service tariffs to be effective after the expiration of the Mandatory Transition Period, should determine the cost of the commodity component of bundled rates (e.g., the costs of procuring power and energy and related portfolio and risk management functions), and state the charge(s) for that component, separately from other components of bundled rates (e.g., distribution, customer service).   

Consensus was reached that each utility, when filing bundled electric service tariffs and/or unbundled electric delivery services rates to be effective after the expiration of the Mandatory Transition Period, should determine and state the charge(s) for meter services that can be lawfully provided by a competitive Meter Services Provider separately from those for other delivery services.  

The consensus that utilities should unbundle their bundled service prices in these two respects does not imply that additional price unbundling should not or may not occur, but rather that this level of price unbundling should occur at a minimum.  

This consensus also reflects the general principle that where a service component of bundled rates is legally and practically able to be provided by a competitive supplier, there is a benefit to utilities unbundling the price of that service.  A limitation on these principles is that commodity price unbundling may not be consistent with Scenarios 9 and 10 to the extent that they envision unchanged bundled rates.  Unbundling of commodity prices also may be moot under Scenario 11, where utilities do not sell the commodity.

Issues concerning how FERC-jurisdictional transmission charges should be included in ICC-jurisdictional rates remain open and the RWG recognizes that how FERC rates should be incorporated may vary by Scenario and/or with the design of the FERC-jurisdictional rate in force in that utility’s service territory.

Finally, several parties expressed concern that excessive price unbundling could pose risks of customer confusion, but this did not prevent the RWG from reaching consensus as stated above.  Issues concerning bill formats were referred to the business processes portion of the Competitive Issues Working Group.

31B)
If so, should there be a single proceeding to reset the delivery component that would apply to both bundled rates and delivery service?

Consensus was reached that, in general, the delivery charges in the bundled and unbundled rates should be synchronized (i.e., set based on the same test year and COS approach).  However, while the RWG does not presume that such differences will exist, the Group notes that there may be legitimate cost-based differences in these charges to the extent that the range of delivery services consumed by shopping and non-shopping customers are legitimately different.

Consensus was also reached that, for each utility, there should be a single proceeding to set unbundled distribution rates and the distribution components of bundled rates.  The Group did not address the question of when this proceeding should occur for each utility.  

II. Unbundled rate design issues

32)
Should each utility have the same customer classes for both bundled and unbundled customers?

Consensus was reached that each utility should move toward synchronizing its bundled and unbundled customer classes.  

The RWG recognizes three limitations on this principle.  First, synchronization may not be possible or desirable where there are legitimate differences in the services, or in the costs of services, consumed by bundled and unbundled customers and where synchronization (because of these differences) would inappropriately group customers causing distinctive costs for the same service or inappropriately group customers receiving distinctive services.  Second, special rate classes may be called for by energy assistance policies identified by the Energy Assistance Working Group, or to appropriately promote demand-side response, energy efficiency programs, or the use of renewable resources.  Finally, third, where synchronization of classes would create inappropriate rate shock, a phased-in transition may be appropriate.  (The Group did not achieve consensus as to when such phase-ins might be appropriate, with some participants believing that phase-ins are never appropriate for inter-class cost differences.)  

41)
Rate design issues can also have significant competitive implications.  Unless rates are designed to send correct price signals, economically efficient consumption decisions and economically efficient competition will not necessarily result.  How can decisions about the method of recovery of production costs and the allocation of those costs among rates and customers be made in a manner likely to promote efficiency, and efficient competition between providers and resources?

Consensus was reached that the commodity component of each utility’s rate designs should be based on the utility’s costs of procuring and providing the required production resources and that differences between commodity charges should be based on differences in the cost of supply resources required to serve the load.  The RWG expressly recognized that charges may vary for rate options requiring different types of generation resources or special pricing (e.g., RTP rates, a “green power” rate or portfolio requirement).

The RWG recognizes three limitations on this principle.  First, cost-based generation rate designs may be phased-in, if and where inappropriate rate shock would otherwise result.  (The Group did not achieve consensus as to when such phase-ins might be appropriate, with some participants believing that phase-ins are never appropriate for inter-class cost differences.)  Second, special generation rate designs may be called for by energy assistance policies identified by the Energy Assistance Working Group, or to appropriately promote demand-side response, energy efficiency, or the use of renewable resources.  Finally, the policy favoring cost-based rate designs should not be viewed as barring or limiting authorized alternative regulation plans. 

PAGE  
2

