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On Tuesday, July 13, 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’s Web site and distributed to participants through the RWG e-mail list.  A video conference link was provided to the office of the Illinois Commerce Commission, 527 E. Capitol Street, 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 June 8 and June 29, 2004 meetings were discussed.  Clarifications and revisions were made and the June 8 Reports was approved, subject to being revised as discussed.  The Convenor will prepare and submit the Final Progress Reports for this meetings without further approval.  Portions of the Progress Report for the June 29 meeting were also finalized; however, sections remained subject to discussion.  The Convenor will prepare a Revised Proposed Progress Report for the June 29 meeting, identifying the open discussion items and include these items on the July 27 agenda.  The parties were also updated on the schedule for future RWG meetings.


The discussion of the Competitive Interaction issues summarized below was held jointly with the Competitive Issues Working Group, whose members were invited to attend and participate. 

Consensus Items re Competitive Interaction Issues

50)
Should rates for customers who return to bundled service be different from the rates offered to basic bundled service customers?  Do customers who move back and forth between bundled services and delivery services cause additional costs that should be charged only to those customers?

51)
Should customers returning to bundled service be put on time-based rates as their default option, under opt-out conditions? 
These questions each address rate treatment for customers switching to bundled service.  The Utility Service Obligations WG has discussed the nature of the utility services available to migrating customers upon their return to utility commodity service in greater detail.  The RWG will consider how the various Scenarios may affect the rate design of the various services that may be offered by utilities to such customers. †    

The RWG reached consensus that, under Scenarios 1 and 2, if the switching and volume risk is priced into the RFP or auction bid and borne by the wholesale suppliers in an undifferentiated manner, then there is no need for commodity charges to customers returning to “bundled” service to differ from those applicable to customers who have never left “bundled” service.  Moreover, under procurement Scenarios where the risks and costs of migration are built into the bid price in an undifferentiated manner, retail customers should be able to come to and go from the standard offer service (i.e., the “bundled” rate applicable to their class).  The RWG notes that the switching rules must be known by and consistent with the terms of the auction and/or RFP bids.

The RWG further reached consensus that other procurement Scenarios where the risks and costs of the migration of customers able to return to the standard offer service (i.e., the “bundled” rate applicable to their class) are not built into undifferentiated supply bid prices (e.g., vertical integration, an RFP with explicitly higher costs for intra-period returning customers, traditional cost-of-service models) may include rates under which returning customers pay commodity charges reflecting the incremental cost, if any, of their return to utility commodity service.  Those costs may be recovered by utilities from such customers through mechanisms which recover these incremental costs from such returning customers.  A minimum stay period may also be utilized to mitigate the level of such incremental costs, which period may be coupled with a cost-based charge for early termination.  Recovery of incremental commodity costs incurred by reason of the option to return, prior to the exercise of that right, is addressed in an earlier consensus item; as noted, the RWG did not reach consensus on whether such costs can properly be assigned to other customers.  

59)
In the IDC model, the marketing of services by a distribution utility is significantly limited.  How does this impact the offering of new rate structures or services, such as real-time pricing, which bring system benefits but which are unfamiliar to consumers and require education and marketing to be successful?  

The RWG acknowledges that customer education is an important function and can contribute to bringing to customers benefits of services or structures which are unfamiliar to them, and understands that the law does and should allow an IDC to respond to customer inquiries concerning existing tariffed services.  The IDC model envisions that other, non-utility providers will be central in the promotion of at least unfamiliar services involving the commodity, and restricts the ability of IDCs to market services and to solicit customers to use them.  These issues are under detailed consideration by the Competitive Issues WG.  The RWG reached no separate consensus that any specific IDC rule revisions are required for ratemaking reasons and does not see this Issue as one which requires it to do so.

† The RWG is uncertain as to the meaning of the phrase “under opt-out conditions” included in Issue 51, and the author of the Issue was not available to the RWG for clarification.  The RWG, however, believes that a reasonable response to the core issue can be provided jointly with Issue 50.





011.564783.

2

