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On Tuesday, August 10, 2004, the Rates Working Group (RWG) met at the offices of Foley & Lardner, 321 North Clark Street, Chicago, Illinois, pursuant to notice posted on the ICC’s Web site and distributed to participants through the RWG e-mail list.  An video conference link was made available to Chicago participants at the offices of AmerenCIPS Building, 607 East Adams, Springfield, 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 Reports for the July 27 and August 3, 2004 meetings were discussed.  Clarifications and revisions were made, and the August 3 Report was approved, subject to being revised as discussed.  The Convenor will prepare and submit the final Progress Report for the August 3 meeting without further approval.   The July 27 Report was also approved, also subject to being revised as discussed, with the sole exception that Messrs. Stephens and Crumrine are to propose a revision to the consensus item under Issue 54B at the next meeting.  Although a Final Progress Report will not be submitted to the Commission until next week, the Agenda for the August 18 meeting will include further discussion of only this portion of July 27 Progress Report.

Finally, the parties were updated on the schedule for future RWG meetings.  As it stands, the August 18 meeting will be our last, at which time we will review and approve the July 27 and August 10 draft Progress Reports, address the remaining Rate Setting Mechanism Issues, and address the three remaining Issues concerning Renewable Portfolio Standards assigned to the Group by Cmr. O’Connell-Diaz and the Convenors. 

Consensus Items re Other Rate Design Issues

A. Production / commodity cost recovery and rate design

42)
Should the cost of power be determined as a fixed amount in base rates from rate case to rate case?

This mechanism applies most plainly to those Scenarios where production costs are necessarily determined in a traditional rate case (e.g., Scenarios 9 & 10), as opposed to Scenarios that utilize a formula approach (e.g., Scenarios 1 – 3) or a fuel cost adjustment mechanism.  The RWG understands that the Commission has the legal authority to establish, in a rate case, the production components of retail energy rates at a lawful and just and reasonable level regardless of the Scenario chosen, but did not reach a consensus as to if, or under what circumstances, such components should be fixed.

C. Delivery cost recovery and rate design

48)
Should charges be restructured to more accurately reflect the costs of providing delivery and customer services that do not vary significantly based on the kilowatt-hours consumed (e.g., standby service rates)?

The RWG reached consensus that, during any restructuring of rates to accurately reflect the actual costs of providing delivery and customer services, the Commission should consider traditional rate design principles, such as reasonability, rate continuity, avoidance of rate shock, customer equity, customer understanding, and reflecting fixed costs in fixed charges and variable costs in variable charges. 

D. Other rate design issues

49)
Should some or all rates for some or all of the rate classes be determined on a seasonal basis?

The RWG reached consensus that seasonal rates may be appropriate, where the costs are found to vary seasonally.

E. “Special” rates 

47)
Should “special rates” (e.g., space heating, lighting) be maintained?
The RWG addressed the need for, and appropriateness of, rates related to demand management, efficiency, and renewable resource programs in response to the Demand Management, Efficiency, and Renewable Resource Issues (i.e., Issues no. 52 – 56, 58, 61, 63, 64, and 66).  Other special rates and riders that previously have been used as incentives to modify electricity consumption based on costs associated with providing service to customers with special features such as load shape, facility type, and displacement of certain generation costs, are not mandatory parts of the rate structure for a utility offering standard offer service and/or default service going forward.  However, rate and pricing structures that properly reflect cost causation and equitable cost recovery principles, along with other traditional rate design principles identified in response to Issue 48, should be considered when addressing loads that have been eligible for service under such special rates.

93)
Is there a role for economic development “rates” in a post-transition marketplace?  If so, should tariffed non-competitive energy services offered by utilities be the vehicle, or can the State implement economic development programs through the competitive sector as well?†
The RWG acknowledges the importance of economic development to Illinois.   Cost-based economic development rates may be offered by utilities procuring power and energy under procurement Scenarios 9 and 10.  Otherwise, except for contracts or delivery service rate components that are cost-based or that address uneconomic bypass, new economic development contracts or rates should not be offered by utilities in a post-transition marketplace.  The RWG does not intend by this recommendation to suggest that existing contracts under existing economic development rates should be abrogated.  

F. Alternative regulation

65)
Should the requirements related to approval of alternative regulation plans be revisited with a goal of setting forth more realistic requirements so such plans could actually be implemented?

The RWG reached consensus that requirements related to the approval of alternative regulation plans should not be revisited as part of the post-2006 transition process.

Consensus Items re Rate Setting Mechanisms

A. Future rate cases

30)
Should the Commission initiate rate proceedings for each electric utility prior to 2007?

No.  However, the RWG encourages utilities and the Commission to coordinate schedules insofar as is possible, and encourages utilities to file rates relating to the procurement Scenario(s) chosen on a timeframe that allows for orderly implementation of the Scenario(s) for customers, utilities, and the Commission.  

B. Fixed v. Formula rates
43)
Should some or all customer rates reflect market indices?  How would costs be recovered if some rates were to reflect market indices?  Should new market value estimation methods be developed if rates are to be based on market indices?  What are the uses, if any, for the Neutral Fact Finder processes in the post-2006 period?

The RWG reached the following consensus if this Issue is understood to refer to the use of an index to set a basic cost of electricity as part of a procurement Scenario.  With this understanding, whether the commodity component of non-RTP customer rates (other than the PPO, as required by law) should utilize a market index is dependent upon whether the procurement Scenario uses such an index.  With respect to cost recovery, the RWG refers to its responses to the Cost Recovery Issues (i.e., Issues no. 36, 38 – 40, 60, and 62).  The portion of this Issues concerning the NFF has already been answered specifically as part of the response to Issue 38.

44)
Should Ill. Adm. Code 425 be modified to reflect the “new” more significant role of purchased power in energy costs? 

45)   Should 83 Ill. Adm. Code 425 be modified to address demand costs, transmission costs, interest, and reinstatement of a fuel adjustment clause after the end of the mandatory transition period?  Should the Commission develop rules for a new power purchase clause?  Should a separate transmission charge (perhaps a rider) be considered?  (As opposed to transmission being included as part of a fuel adjustment clause).

The RWG cannot definitively answer Issues 44 and 45 without reference to a specific procurement Scenario and, possibly, an understanding of how that Scenario is to be implemented.  However, 83 Illinois Administrative Code Part 425 should not be modified to address demand costs, transmission costs, interest, and reinstatement options, as noted in this Issue, unless it is found to be inconsistent with any of the procurement Scenario(s) ultimately approved by the Commission or to prohibit the recovery of transmission costs through a rider or similar tariff mechanism. 

† This Issue was transferred to the RWG from the EAWG.
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