Post-2006 Initiative

Rates Working Group


Progress Report 

August 3, 2004, 10:00-4:00

AmerenCIPS Building, 607 East Adams, Springfield

On Tuesday, August 3, 2004, the Rates Working Group (RWG) met at the AmerenCIPS Building, 607 East Adams, Springfield, Illinois, pursuant to notice posted on the ICC’s Web site and distributed to participants through the RWG e-mail list.  An audio conference link was made available to Chicago participants at the offices of Constellation NewEnergy, 309 W. Washington Street, Chicago, Illinois.  The meeting Agenda and proposed Progress Reports to be discussed were distributed and posted prior to the meeting.  

Participants were reminded of the applicability of the Illinois Commerce 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.

The Progress Report for the July 27, 2004 meeting was discussed.  Clarifications and revisions were made, and a revised Proposed July 27 Progress Report will be circulated for discussion at the next meeting.  The RWG then discussed proposed consensus items with respect to the remaining portion of the Demand Response, Efficiency, and Renewable Issues, as identified below, and with respect to the initial questions in the Other Rate Design Issues group.  

Finally, the parties were updated on the schedule for future RWG meetings, including rescheduling of the August 17 meeting to August 18.  The RWG broke early, to allow the participants to attend the ICC’s Electric Policy Committee meeting at 2:30 p.m.

Consensus Items re Demand Response, Efficiency, Renewable Issues

B. Cost recovery
52)
How should costs related to energy efficiency and demand reduction be charged in rates?

The change (whether in net costs, or net savings), if any, in commodity acquisition expense to the utility as a result of energy efficiency and demand reduction programs (e.g., voluntary load reduction programs, or direct load control programs) should be fully included in the utility’s commodity rates.  The net change in costs (whether an increase or decrease) of such programs in the utility’s delivery expense or investment should be included in its delivery charges, and allocated to facility, customer and/or meter-related charges as appropriate.  The RWG did not reach consensus as to the particular rate design appropriate for any particular program.

53)
How should costs for obtaining renewable energy be charged in rates?

See the discussion of Scenario 12 in response to Issues 38, 39, and 62.

64B)
… How can electricity providers be provided with cost recovery assurances and incentives that will lead to the necessary infrastructure being put in place [for time based rates]?

See response to Issue 52 with respect to providing utilities with recovery of costs.  The RWG could not reach consensus, in the absence of a reference to a particular program, as to whether or not any additional incentives are required or, if so, what they should be.

C. Other issues
56)
Should utilities be required to demonstrate consideration of energy efficiency, demand reduction, and distributed generation strategies as part of any proposal for new distribution and/or transmission facilities?

The RWG understands that this Issue refers to proposals for new distribution and/or transmission facilities that currently require Commission approval (e.g., require Certification or authorization to use eminent domain).  The RWG understands that present standards for such approvals include consideration of appropriate energy efficiency, demand reduction, and/or distributed generation resources.  The RWG reached further consensus that all stakeholders should promote the consideration of appropriate energy efficiency, demand reduction, and distributed generation resources as part of the RTO transmission planning process.  However, the RWG does not by this mean to imply that utilities should or should not themselves construct distributed generation facilities.  

61)
Should Integrated Distribution Company (IDC) rules be changed to provide the option to promote green power, real-time pricing tariffs, curtailable rate options, etc..., by the distribution company? 

See response to Issue 59. 

Consensus Items re Other Rate Design Issues

A. Production / commodity cost recovery and rate design

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?

The RWG reached consensus that production costs, for this purpose, include the costs of generation, the costs of purchased power, and costs of providing purchased power.  The production costs, so defined, should be allocated based on the cost of providing the production service.  To the extent that these functions are provided by utility assets in Rate Base, the RWG acknowledged that a utility can earn a return of and on Rate Base.      

B. Switching rules and hedging costs

37)
To what extent can rate design and switching rules reduce the costs of hedging?  What are the implications for such changes on the competitive retail marketplace?

The RWG reached consensus that rate design and switching rules can impact the costs of  commodity hedging.  However, it is impossible to determine the extent of that impact, absent knowledge of the procurement Scenario being followed by the utility, and of the specific rate design and switching rules proposed.  The RWG reached consensus, however, that rate design and switching rules can have an impact on the competitive marketplace, and that the impact on the competitive marketplace and hedging costs should be considered when specifying rate design and switching rules.
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