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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Torsten Clausen.  My business address is 160 N. LaSalle Street, 3 

Suite C-800, Chicago, Illinois 60601. 4 

Q. Are you the same Torsten Clausen who provided direct testimony in this 5 

proceeding? 6 

A. Yes. 7 

 8 

ComEd’s proposed $0.50 fixed per bill charge 9 

Q. ComEd witness Garcia devotes several pages of his rebuttal testimony to 10 

provide arguments against using Staff’s proposed cost recovery 11 

mechanism.  How do you respond? 12 

A. While I will respond to those arguments in more detail below, I would like to point 13 

out something more general and overarching when it comes to comparing 14 

various cost recovery methodologies.  The Commission’s goal in structuring the 15 

proper cost recovery mechanism seems to be two-fold.  The first is to ensure that 16 

RESs will actually use the PORCB service.  The second is to ensure RESs will 17 

pay for the incremental costs ComEd incurs to provide the PORCB service.  18 

However, the Commission does not have perfect information when it comes to a 19 

RESs decision-making process regarding whether or not the RES will find it 20 
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economical to serve customers with the new PORCB service.  In other words, to 21 

some extent the Commission will have to guess as to whether a chosen cost 22 

recovery mechanism may prevent a RES from using PORCB.  I am pointing out 23 

this seemingly obvious fact because ComEd appears to be criticizing Staff’s 24 

proposed cost recovery scheme partly on the ground that it is “speculative,” 25 

regarding what RESs might or might not do.  Staff does not disagree with that 26 

characterization.  However, the Commission should not fail to notice that ComEd 27 

is itself speculating in its attempt to defend its proposed flat fifty cents per-bill 28 

charge.  There is nothing wrong with speculation under these circumstances; 29 

however, it is misleading on ComEd’s part to try to discredit Staff’s proposal by 30 

arguing that it is speculative.   31 

Q.  ComEd states that “it is only after the RESs utilize Rider PORCB and 32 

ComEd purchases receivables for significant numbers of customers that 33 

cost recovery responsibility shifts from all of ComEd’s residential 34 

customers and other customers with demands that are less than 400 kW to 35 

RESs.”  (ComEd Ex. 3.0, p. 6.)  Do you agree? 36 

A.  I am unclear as to what type of shift in the “cost recovery responsibility” ComEd 37 

is referring here.  ComEd further states that “at that point, the $0.50 charge will 38 

be above cost, allowing the customers with demands under 400 kW to begin 39 

being reimbursed.”  (Id.)  Staff agrees that, pursuant to the proposed tariffs, there 40 

could be a point where the revenues collected from participating RESs will be 41 

used to reimburse all eligible customers.  Staff does not view this as a shift in 42 

“responsibility,” however.  At that point, eligible customers would have ensured 43 
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total cost recovery already or, if not, would still be responsible for total cost 44 

recovery if and when the $0.50 falls “below cost” again.   45 

Q: Referring to your direct testimony, ComEd states that Staff correctly 46 

recognized that “all costs are being incurred to offer purchase of 47 

receivables.”  (ComEd Ex. 3.0, p. 4.)  What is your response? 48 

A: When discussing Dominion witness Crist’s use of the term “non-POR costs,” 49 

ComEd states that “based on Staff’s ORMD workshop discussions,” the costs 50 

associated with the provision of consolidated billing “were determined to be a 51 

necessary part of, and essential to, the process of purchasing receivables.”  (Id.)  52 

At the outset, I would like to clarify that Staff will not describe positions expressed 53 

by other parties during these workshop discussions.  Staff does agree that the 54 

overall consensus among the workshop participants two years ago was to focus 55 

on a combined service that provides both consolidated billing and the purchase 56 

of receivables.  However, without a thorough review of the costs (which is not 57 

part of this proceeding), Staff is not prepared to agree with ComEd that all 58 

consolidated billing costs are “a necessary part of, and essential to” the 59 

purchasing of RES receivables. 60 

Q: Dominion witness Crist argues that “instead of recovering those charges in 61 

this manner, ComEd should use the authority granted it in PA 95-0700, 62 

which allows the utility to collect these costs via distribution rates.”  63 

(Dominion Ex. 1.0, p. 8.)  Do you agree? 64 

A: Without reference to a specific provision of PA 95-0700 (which is the source for 65 

Sections 16-118(c) and (d), I am unable to agree with that statement.  Staff 66 
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reserves the right to address this and related legal matters found in Mr. Crist’s 67 

testimony in its briefs, if needed. 68 

Q. ComEd states that it “has no reason to believe that RESs will not seek to 69 

serve low use customers, and Staff’s claims to that effect are 70 

unsupported.”  (ComEd Ex. 3.0, p. 8.) What is your response? 71 

A. Staff has not claimed that “RESs will not seek to serve low use customers.”  In 72 

my direct testimony, I explain how the proposed fixed per bill charge creates 73 

effective PORCB discount rates that vary greatly from customer to customer.  I 74 

further stated that: 75 

A fixed per bill charge that results in a relatively high discount rate 76 
for customers who are consuming relatively small amounts of 77 
electricity each month has the potential to discourage RESs from 78 
signing up those customers.  The larger the monthly customer 79 
supply charges, the smaller the effective PORCB discount rate will 80 
be.  All else being equal, it is not hard to imagine that a PORCB 81 
participating supplier will want to focus on signing up customers 82 
that leave the supplier with the highest percentage of net 83 
receivables (the amount of the receivables sold to the electric utility 84 
minus the PORCB discount rate).  In Staff’s view, such an outcome 85 
would not be desirable, as it may exclude many residential 86 
customers from receiving competitive supply offers.  (Staff Ex. 1.0, 87 
pp. 9-10.) 88 

 89 
Further, ComEd’s statement that it “has no reason to believe that RESs will not 90 

seek to serve low use customers” is a different way of saying that ComEd 91 

speculates that RESs will use PORCB for residential customers regardless of 92 

monthly usage even if a fixed fifty cents per bill charge is approved.  93 

Q: ComEd argues that because of an existing “inter- and intra-class supply 94 

charge subsidy for electric space heating customers, which is worth nearly 95 

3 cents per kWh” (ComEd Ex. 3.0, p. 11), a percentage based cost recovery 96 
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charge will “erect additional barriers to competition for these customers.”  97 

What is your response? 98 

A: Without commenting on the merit of the apparent subsidy, Staff makes the 99 

observation that the proposed cost recovery charge of 0.68% will amount to 100 

about 0.06 cents per kWh, or less than one-sixteenth of a cent.1  It is less than 101 

2% of the value of the existing subsidy.  Therefore, if the existing 3 cents per 102 

kWh is a barrier to competition for those customers, it seems unlikely that the 103 

Commission’s decision on the proper PORCB cost recovery charge will have a 104 

substantial impact (positive or negative) on that barrier. 105 

Q.  ComEd states that Staff’s assertion that a fixed fifty cents per bill charge 106 

“will discourage RESs from signing up low use customers […] is 107 

speculative, at best.”  (ComEd Ex. 3.0, p. 10.)  How do you respond? 108 

A.  Immediately after characterizing Staff’s concerns as “speculative,” ComEd uses 109 

the experience in the non-residential Watt-hour Delivery Class to speculate what 110 

might or might not happen in the residential market.  In addition, it should be 111 

noted that 94.2% of the less than 98,000 customers in that customer class are 112 

still taking fixed-price ComEd supply service.  However, even if the experience in 113 

the non-residential Watt-hour class were able to provide support for ComEd’s 114 

speculation as to what RESs might do in the residential customer segment,  115 

ComEd’s argument seems to be off-target.  ComEd states that because RESs 116 

have signed up customers in the Watt-hour Delivery Class (albeit in low 117 

numbers) even though the average customer in that class uses less than the 118 

                                            
1 Again assuming a 9 cents per kWh average RES residential rate for energy supply and transmission. 
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average residential customer, this should be viewed “as an indication of how 119 

small a customer RESs have sought to serve in Northern Illinois.”  (Id., pp. 10-120 

11.)  Staff, however, is not arguing that RESs will not serve low use customers.  121 

Rather, Staff is concerned that a fixed per bill charge will create PORCB discount 122 

rates that have the potential to discourage RESs from signing up low use 123 

customers.  Whether or not that concern is unfounded cannot be observed 124 

unless a fixed per bill charge is implemented for the Watt-hour Deliver Class (or 125 

any class, for that matter.)  Additionally, Staff does not envision, as ComEd has 126 

implied, “that, like a fisherman, a RES will throw the little fish (so to speak) back 127 

in the water.”  (Id., p. 10.)  When it comes to the residential market, it seems 128 

likely that RESs will market to residential customers on a non-discriminatory 129 

basis, regardless of customer usage.  However, if a RES believes there is no 130 

economical way to offer residential service unless the residential customers it 131 

signs up for its service consume, on average, the same or more than the average 132 

residential customer as a whole, the RES might decide it is not worth the risk of 133 

entering the residential market at all.  Dominion witness Christ appears to make a 134 

similar argument as well. (Dominion Ex. 1.0, pp. 11-12.) 135 

Q. ComEd states that Staff’s proposed percentage charge “makes PORCB 136 

service less expensive for RESs to serve those mass market customers 137 

that are seemingly the least likely to switch to alternative supply, while 138 

making PORCB service more expensive to serve customers that are more 139 

likely to take alternative supply or that have already switched suppliers.”  140 

(ComEd Ex. 3.0, p 12.)  Do you agree? 141 
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A. I do not.  Not only does ComEd speculate what group of customers RESs might 142 

market to (something Staff does as well), ComEd also speculates which 143 

customers are likely to respond to such marketing.  Staff does not wish to 144 

engage in this crystal ball exercise.  ComEd’s main theory appears to be that low 145 

use customers are not likely to leave the utility’s fixed-price supply service and 146 

that high use customers are very likely to leave the utility’s fixed-price supply 147 

service.  The support for ComEd’s theory is the notion that high use residential 148 

customers spend more money (in absolute terms) on electricity charges than do 149 

low use customers, and therefore, the former have a stronger incentive to shop 150 

around for competitive alternatives.  While I do not have any evidence to dispel 151 

that notion, it could also be argued that the percentage of some low use 152 

customers’ income spent on energy charges is higher than that of high use 153 

residential customers.  In other words, it is not unreasonable to make the 154 

argument that for some low use customers the incentive to save money on 155 

electricity charges is stronger than for some high use residential customers.  156 

Whether these factors cancel each other out or whether one factor dominates the 157 

other, I do not know.  I do know, however, that I would not recommend that the 158 

Commission base its cost recovery mechanism decisions on guesses as to what 159 

residential customers might do or not do, in addition to guessing what RESs 160 

might do or not do.   161 

Moreover, the notion that high use customers are more likely to switch to 162 

alternative supply does not seem to be entirely borne out at the recent residential 163 

experiences in the Pennsylvania market.  In Pennsylvania Power and Light’s 164 
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utility service territory, 35.9% of the residential load switched to an alternative 165 

supplier within a period of nine months.2  Notably, this 35.9% of the residential 166 

load represents 31.5% of residential customers.  This means that either a broad 167 

range of high and low use customers switched to alternative supply or that only 168 

the average electricity users (and slightly above average users) switched to 169 

alternative supply.  While I certainly do not have evidence either way, I would 170 

think that the former scenario is the more likely scenario. 171 

Q: ComEd spends almost three pages of its rebuttal testimony, plus several 172 

attached exhibits containing graphs and detailed breakdowns of its 173 

residential customer class, to essentially argue that trying to serve low use 174 

customers is “tantamount to trying to sell gasoline to someone who does 175 

not own a car.”  (ComEd Ex. 3.0, pp. 12-14.)  At the same time, ComEd 176 

states that it “has no reason to believe that RESs will not seek to serve low 177 

use customers” and that “it should be recognized that the Northern Illinois 178 

retail market participants have followed a pattern of seeking out high use 179 

customers first and progressing to low use customers.”  (Id., p. 8.)  Can 180 

you reconcile these two seemingly contradictory notions? 181 

A: No, I cannot.  In addition, ComEd’s proposal to just wait and see whether low use 182 

customers will see competitive alternatives does not seem very appealing given 183 

that ComEd appears to have concluded that low use customers will not switch to 184 

alternative suppliers.  Again, Staff is concerned that the combination of a 185 

separate uncollectibles portion for residential customers plus a fifty cents per bill 186 

                                            
2 See http://www.oca.state.pa.us/Industry/Electric/elecstats/ElectricStats.htm. 
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charge will result in PORCB discount rates that are almost twice level as the one 187 

currently in effect for the Ameren Illinois Utilities (“AIU”).  Making the discount 188 

rate proportionally larger for below-average usage customers is not something 189 

Staff is willing to recommend to the Commission.  190 

Q: Please turn to ComEd’s challenges to your proposed percentage charge for 191 

non-residential customers. 192 

A: ComEd’s main argument appears to be that RESs might be discouraged or 193 

prevented from using the PORCB service for non-residential customers if a 194 

percentage charge will be adopted.  ComEd states that “RESs that may not be 195 

interested in serving low use customers (e.g., residential) will be penalized by a 196 

percentage charge.”  (ComEd Ex. 3.0, p. 9.)  Further, ComEd does not believe it 197 

is reasonable to assume that “RESs would use PORCB to serve high use 198 

customers under a percentage charge […], particularly as it concerns the non-199 

residential portion of the mass market, where there are clearly alternatives to 200 

taking PORCB service from ComEd.”  (ComEd Ex. 3.0, p. 9.) 201 

Q: Do you agree with ComEd that RESs will be “penalized” by a percentage 202 

charge? 203 

A: I do not.  First, if the Commission believes that RESs serving only non-residential 204 

customers will be penalized by a percentage charge, then by this logic the 205 

Commission would have “penalized” those RESs when it adopted the AIU 206 

UCB/POR tariffs.  Not only did the Commission approve a discount rate that 207 

combined the AIU’s uncollectible factors for its residential and non-residential 208 

customers into one factor, thereby increasing the discount rate for non-residential 209 
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customers, the Commission also adopted a percentage-based cost recovery 210 

charge for all RESs using the UCB/POR service.  Reviewing the record in the 211 

Ameren tariff investigation shows that no party advocated using a fixed per bill 212 

charge over the proposed (and eventually adopted) percentage charge.   213 

Second, I explained in my direct testimony that, all else being equal, it can be 214 

generally assumed that the more electric supply a RES is selling, the higher its 215 

revenues and ultimately its profits.  (Staff Ex. 1.0, p. 14.)  It would thus be 216 

reasonable to assume that a RES’ revenue and profits are more positively 217 

correlated to the amount of electric supply sold than to the number of customers 218 

it serves.  Consequently, logic would dictate that it is reasonable to assume that 219 

a RES’s profit is driven more by the amount of revenue it generates than by the 220 

number of customers it serves.  Therefore, a RES with higher cost recovery 221 

contributions under a percentage charge will also likely experience a 222 

simultaneous increase in profits when serving higher use customers.   223 

Third, it is somewhat misleading for ComEd to argue that any percentage charge 224 

per se will dissuade RESs from using PORCB service for non-residential 225 

customers, regardless of the level of the percentage charge.  Obviously, there is 226 

a difference as to whether the level of the percentage charge is at 2%, 0.68%, or 227 

0.01%.  While a 2% cost recovery charge might make it very likely that a RES will 228 

not use PORCB service, adoption of a 0.01% cost recovery charge is unlikely to 229 

prevent a RES from using PORCB.  I will discuss the proposed 0.68% level in 230 

more detail below. 231 



  Docket No. 10-0138 
ICC Staff Exhibit 5.0 

 

11 
 

Q: Further, ComEd does not believe it is reasonable to assume that “RESs 232 

would use PORCB to serve high use customers under a percentage charge 233 

[…], particularly as it concerns the non-residential portion of the mass 234 

market, where there are clearly alternatives to taking PORCB service from 235 

ComEd.”  (ComEd Ex. 3.0, pp. 9-10.)  How do you respond? 236 

A: This is part of balancing the goals of encouraging PORCB participation as well as 237 

ensuring a meaningful cost recovery contribution form participating RESs.   A 238 

fixed per bill charge is associated with the concern about RESs not wanting to 239 

serve low use (residential) customers.  A percentage charge is associated with 240 

the concern about RESs not wanting to serve high use customers.  ComEd is of 241 

the opinion that “the better bet” is to ensure RESs use PORCB for the eligible 242 

non-residential customer classes (the 0-100kW and the 100-400kW classes) and 243 

“discuss potential corrective actions” if RESs fail to serve residential customers.   244 

(ComEd Ex. 3.0, pp. 8-9.)  I recommend that the Commission not adopt the “wait 245 

and see” approach advocated by ComEd.  Instead, I recommend that the 246 

Commission keep in mind what I view as the overarching goal of UCB/POR: 247 

further enabling RESs to serve customers that currently do not have alternative 248 

supply options.  In my mind, the importance of a well-designed UCB/POR 249 

program for residential customers cannot be overstated.  I understand that one of 250 

the most cited reasons for implementing POR programs is to enable RESs to 251 

better manage the risk of customers not paying their bills.  Generally speaking, 252 

this “uncollectible” risk is much higher on the residential side than it is on the non-253 

residential side.  This is reflected in the different Uncollectible Factors found in 254 
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ComEd’s Rider UF.  While I am fully aware that the law enables RESs to sell 255 

receivables of its small and medium-sized non-residential customers as well, it is 256 

my recommendation that the Commission focus on a successful residential 257 

PORCB implementation.  In other words, I recommend that the Commission “bet” 258 

on RESs using PORCB for residential customers.  There are currently 20 259 

suppliers selling service to customers in the 100 – 400kW class and 21 suppliers 260 

selling service to customers in the 0 – 100kW class. More than 60% of the 261 

customers with demands between 100 and 400kW and almost 15% of the 262 

customers with demand up to 100kW are currently taking service from a RES.  263 

While PORCB certainly has the potential to enable RESs to serve those 264 

customers better, there are nevertheless numerous suppliers currently serving 265 

those customers.  The same cannot be said for the residential market.  266 

Q: Given that a large number of RESs, through ICEA and RESA, are 267 

supporting the proposed 50 cents per bill charge proposed by ComEd, is 268 

that not sufficient comfort for the Commission that RESs will use PORCB 269 

for residential customers? 270 

A: No.  First, a single RES has yet to officially announce that it will use PORCB with 271 

a fifty cents per bill charge once it is available (for either residential or non-272 

residential customers).3  Second, one RES (Dominion) that is primarily focused 273 

on serving residential customers expresses concerns similar to Staff’s about the 274 

proposed fixed per bill charge.  Third, and more importantly, even if RESs will 275 

eventually use PORCB for residential customers should the fifty cents per bill 276 

                                            
3 To be fair, there might be other reasons why a RES would not announce such decisions in advance, 
particularly competitive reasons. 



  Docket No. 10-0138 
ICC Staff Exhibit 5.0 

 

13 
 

charge be approved, the concern about the proposed fifty cents charge for non-277 

residential customers still remains.  Even if the Commission is convinced that a 278 

fixed fifty cents charge will not be a barrier for RESs to enter the residential 279 

customer market, the Commission should ask itself whether RESs serving the 280 

non-residential market with PORCB will be paying an appropriate share of the 281 

PORCB implementation costs.   282 

Q:  Why are you suggesting that the proposed flat fifty cents per bill charge is 283 

not appropriate for the non-residential market? 284 

A: Using the same assumptions regarding average usage and average RES 285 

charges for energy supply and transmission I used in my direct testimony, the 286 

difference between the average cost recovery charge under the fifty cents 287 

proposal and the AIU’s 0.68% charge is not nearly as large for residential 288 

customers as it is for non-residential customers.  Non-residential customers in 289 

the 0 – 100kW class used an average of 3,965kWh per month in calendar year 290 

2009, compared to 669kWh for residential customers.  RESs using PORCB for 291 

customers in the 0 – 100kW class would be paying an average of $2.16 per POR 292 

transaction under the 0.68% charge,4 compared to ComEd’s proposed flat fee of 293 

fifty cents.  Using these average values and assuming all else being equal, the 294 

proposed fifty cents would amount to approximately 23 percent of the average 295 

charge that would be applicable under the 0.68% charge.  The difference is even 296 

greater when looking at the 100 – 400 kW customer class.  Non-residential 297 

                                            
4 This assumes an average RES rate for supply and transmission services charges of 8 cents/kWh. Given 
the fact that numerous suppliers are currently offering service to those customers, it seemed intuitive to 
use a lower average RES rate than the one I had assumed for the calculation of average residential POR 
transaction amounts.  I admit that I have not done any further research among the RES offers currently 
available as to whether that assumption is reasonable or not.  
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customers in the 100 – 400kW class used an average of 49,318kWh per month 298 

in calendar year 2009, compared to 669kWh for residential customers.  RESs 299 

using PORCB for customers in the 100 – 400kW class would be paying an 300 

average of $26.83 per POR transaction under the 0.68% charge, compared to 301 

ComEd’s proposed flat fee of fifty cents.  Using these average values and 302 

assuming all else being equal, the proposed fifty cents would amount to less than 303 

two percent of the average charge that would be applicable under the 0.68% 304 

charge.  Stated another way, under ComEd’s proposal, a RES signing up ten 305 

average customers in the 100 – 400kW class would be paying the same $5 306 

towards PORCB cost recovery as a RES signing up ten average residential 307 

customers even though the latter RES sold $630 worth of receivables to the 308 

utility5 and the former sold $39,454 worth of receivables to the utility.6  If the 309 

Commission believes that is an appropriate cost recovery mechanism, even 310 

though it is quite different from the percentage charge approved for the AIU’s 311 

UCB/POR tariffs, then the Commission should approve ComEd’s proposal.  If the 312 

Commission views this as an inappropriate cost recovery mechanism, as Staff 313 

does, then the Commission should adopt a percentage charge recovery, just as 314 

the Commission did in the AIU tariff investigation.  315 

Q: ComEd states that a percentage charge would be “unduly discriminatory, 316 

as it effectively would result in applying different charges for each RES 317 

customer every month for the exact same service based on a factor 318 

                                            
5 Again using the assumed 700kWh monthly average consumption and an average RES rate for supply 
and transmission charges of 9 cents/kWh. 
6 Using an average RES rate for supply and transmission charges of 8 cents/kWh for the reasons stated 
above. 
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completely unrelated to the underlying cost of such service.”  (ComEd Ex. 319 

3.0, p. 9.)  Do you agree? 320 

A: No.  I do not view a percentage charge any more “unduly discriminatory” than a 321 

fixed per bill charge.  Under a percentage charge, every PORCB transaction is 322 

subject to the same discount rate, while the resulting dollar amount of the cost 323 

recovery charge would change.  Under a fixed per bill charge, every PORCB 324 

transaction is subject to a different discount rate while the resulting dollar amount 325 

of the cost recovery charge remains the same.  The two different methods lead to 326 

two different outcomes.  However, I do not consider either one to be more 327 

discriminatory than the other.  If charging different dollar amounts to different 328 

PORCB transactions is considered “unduly discriminatory,” then logic would 329 

dictate that applying different discount rates to different PORCB transactions is 330 

equally “unduly discriminatory.”  In addition, the monthly, and even more so, the 331 

yearly, variations in usage by the same customer are relatively small compared 332 

to the difference in usage between the average residential customer and the 333 

average non-residential customer.  In other words, Staff’s recommendation to 334 

use a percentage charge is not driven by a desire to capture the variations in 335 

usage by the same customer but rather by the goal to take into account the often 336 

tremendous differences in consumption among the customer classes covered 337 

under the fifty-cents-fits-all approach proposed by ComEd.  338 

Q: ComEd states that the use of PORCB to serve the non-residential market 339 

alone “could cover over half of the annualized cost of the program.” 340 

(ComEd Ex. 3.0, p. 11.)  Do you agree? 341 
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A: While such a scenario is not impossible, it does seem somewhat unrealistic. In 342 

order for this scenario to come true, ComEd assumes that every customer 343 

between zero and 400kW demand will switch to a RES that uses PORCB.  In 344 

addition, another assumption seems to be that this huge activity in switching will 345 

happen virtually overnight.  Even if every single commercial customer in those 346 

classes were to switch to a RES using PORCB, it seems more likely that this will 347 

happen gradually over time.  In other words, even if this optimistic scenario will 348 

play out, it should be noted that during the transition to a 100% RES-supplied 349 

customer base, the revenue under a 50 cents per bill charge will be well below 350 

“half of the annualized cost of the program.”  In fact, even if all the RESs would 351 

move their entire existing customer base in the 0-400 kW category to the PORCB 352 

service right now, the resulting annual revenue under ComEd’s proposed fixed 353 

per bill charge would be approximately $280,000,7 far less than the $1.6 million 354 

provided in ComEd’s example. (ComEd Ex. 3.0, footnote 2.)  However, as 355 

ComEd itself notes, “it is unclear whether RESs, having already sunk costs into 356 

credit checks and billing processes for the customers they currently serve, would 357 

switch all of their existing non-residential customers to PORCB service […].”  358 

(ComEd Ex. 3.0, p. 10.)  Of course, if one were to assume that the RESs will not 359 

use PORCB for their existing customers, the annual revenues will start at zero 360 

and it might therefore take longer to reach the then-possible maximum level of 361 

approximately $1.3 million.8 362 

                                            
7 The total number of relevant RES customers for the month of June 2010 was 46,533. Multiplying that 
number by 12 and by $0.50 yields annual revenues of $279,198. 
8 $1.6 million minus the $280,000 associated with the RESs existing customers. 
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Q: What other comments do you have regarding ComEd’s annual revenue 363 

calculations? 364 

A: While I am somewhat reluctant to engage in hypothetical revenue calculations 365 

that require several assumptions, I feel obligated to provide the Commission with 366 

some perspective in response to ComEd’s calculations.  The first general fact to 367 

keep in mind is that, while non-residential customers are responsible for a large 368 

share of the total electricity usage, the number of customers is relatively small.  369 

Even the non-residential customer class with the most customers (the 0 – 100kW 370 

class) consists of little more than seven percent of the customers in the 371 

residential class.  That explains why the non-residential revenues under 372 

ComEd’s proposed 50 cents per bill charge would be relatively small compared 373 

to revenues resulting from a charge based on a percentage of the amount of 374 

receivables (and therefore on the load served), all else being equal.   Let us take 375 

another look at the example where the RESs would move their existing eligible 376 

non-residential customers to PORCB.  While the resulting annual cost recovery 377 

revenue under the 50 cents proposal would be approximately $280,000, the 378 

hypothetical annual revenue under the 0.68% charge would be more than $4.3 379 

million.9   Now let’s assume for a moment that the 0.68 percentage charge stops 380 

some RESs from using PORCB for some or all of their existing non-residential 381 

customers.  In order to reach the same annual revenues associated with 382 

ComEd’s proposed fifty cents charge, a percentage charge would require 383 

significantly fewer RES customers to switch to PORCB.  For example, whereas 384 
                                            
9 This assumes that the RESs existing customers use average (for their relevant customer class) 
amounts of electricity.  If the RESs existing customers were to use above average amounts of electricity, 
the annual revenue numbers under the 0.68% charge would be even higher.   
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under the fifty cents proposal it would require all of the RESs existing customers 385 

switching to PORCB in order to yield annual revenues of $280,000, it would 386 

require less than seven percent of the RESs existing customers to do so under a 387 

0.68% charge.10   In other words, significantly less switching, in terms of non-388 

residential customers, can still yield comparable annual cost recovery 389 

contributions if a percentage charge is adopted. 390 

Q: What if the Commission agrees with Staff that a flat fifty cents per bill 391 

charge is not the appropriate charge for non-residential customers and at 392 

the same time remains concerned that a 0.68% cost recovery charge will 393 

prevent RESs from using PORCB for existing or new non-residential 394 

customers? 395 

A: While there is currently nothing in this record to lead Staff to conclude that a 396 

0.68% charge will prevent RESs from using PORCB for non-residential 397 

customers, Staff would like to offer some recommendations in case the 398 

Commission decides not to adopt the same 0.68% charge that is currently in 399 

effect for the AIU UCB/POR program.  In Staff’s view, adopting a fixed per bill 400 

charge for non-residential customers that is higher than the proposed fifty cents 401 

would still suffer from the inequities inherent in a flat fee that does not take into 402 

account the level of the receivables being sold to ComEd.  While a hypothetical 403 

$1.50 fixed per bill charge might be appropriate for the average customer in the 0 404 

– 100kW class, it might prevent RESs from using PORCB for below-average 405 

sized customers in that class.  At the same time, such a flat fee is likely too low in 406 

                                            
10 Again assuming that the RESs customers switching to PORCB use average (for their relevant customer 
class) amounts of electricity. 
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order to be considered appropriate for the average customer in the 100 – 400kW 407 

class.  Therefore, unless the Commission is prepared to speculate what the 408 

appropriate flat fee would be in each of the various customer classes covered by 409 

PORCB (residential classes, non-residential Watt-hour class, 0 – 100kW class, 410 

100 – 400kW class, lighting classes, etc.), Staff does not recommend using a flat 411 

fee for PORCB cost recovery purposes.   412 

If the Commission agrees that a percentage charge is the more appropriate cost 413 

recovery method but disagrees that 0.68% is the desired level of the charge, it 414 

should consider the following.  In the AIU tariff investigation, Staff proposed an 415 

initial UCB/POR discount rate level of 1.5%, of which 0.82% was attributed to the 416 

recovery of uncollectibles and 0.68% was attributed to the recovery of all other 417 

costs.  Part of Staff’s proposal in that proceeding was to keep the overall 418 

discount rate stable even if the portion related to the uncollectibles changes, 419 

following a Commission Order in a general AIU rate case.  However, the 420 

Commission adopted the so-called Fair Cost Allocation Adjustment (“FCAA”) that 421 

was proposed by CUB.  Under the FCAA, the discount rate automatically 422 

changes once the Commission approves a revised uncollectibles portion for the 423 

AIU.  That decision is the reason the current AIU UCB/POR discount rate is now 424 

at 1.74%.  If the Commission views the proposed 0.68% charge as too high, it 425 

should consider using a 0.44% cost recovery charge, which is the level that 426 

would have been in place had the Commission adopted Staff’s proposal to keep 427 

the initial AIU discount rate at the 1.5% level (1.5% minus the AIU’s new 1.06% 428 

uncollectibles portion).    429 
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However, the proponent of the FCAA, CUB, is also an intervenor in this 430 

proceeding and according to ComEd has worked with ComEd, RESA, and ICEA 431 

to come up with the fifty cents proposal.  Since all intervenors file simultaneous 432 

rebuttal testimony, Staff will not have a chance to comment on CUB’s rationale 433 

for proposing the FCAA in the AIU tariff investigation and supporting the flat fifty 434 

cents charge in this proceeding.  Again, Staff only offers these observations in 435 

the event the Commission believes the 0.68% charge might prevent RESs from 436 

using PORCB for non-residential customers.  Staff’s recommendation is to use a 437 

percentage charge for PORCB cost recovery instead of a fixed per bill charge 438 

and Staff recommends that the percentage be the same for all customer classes 439 

eligible for PORCB.   440 

Q. ComEd states that “a percentage charge is inconsistent with the credit paid 441 

under Rider SBO.”  (ComEd Ex. 3.0, p. 9.)  Do you agree? 442 

A. No.  ComEd argues that because of the $0.54 per bill monthly credit for the 443 

billing of ComEd’s distribution and related charges under Rider SBO, ComEd 444 

would be paid by RESs for PORCB service based on a percentage of the 445 

receivables purchased, but ComEd pays RESs a fixed monthly amount under 446 

SBO.  While this is correct, the Commission should keep in mind that the Rider 447 

SBO credit is different from the PORCB cost recovery charge (whether it be per 448 

bill or a percentage charge) in at least two important ways.  First, the SBO credit 449 

is a credit directly to retail customers whereas the PORCB cost recovery charge 450 

is, to use ComEd’s words, “only a discount to the amounts paid to RESs using 451 

PORCB service.”  (ComEd Ex. 3.0, p. 7.)  Second, the same reasons ComEd 452 
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advances for its opposition to Staff’s proposed charge for RES bill inserts could 453 

be used to explain why the Rider SBO cost recovery method is not appropriate 454 

for PORCB cost recovery.   It is my understanding that the basis for the $0.54 455 

Rider SBO credit are the costs ComEd avoids by not having to bill a retail 456 

customer under Rider SBO.  I do not think ComEd is arguing that its proposed 457 

fixed per bill charge of $0.50 represents the costs a RES avoids by using Rider 458 

PORCB. 459 

 460 

Cut-off date for the incurrence of implementation costs 461 

Q. As support for its opposition to limit rider recovery of capital expenses to 462 

those incurred on or before December 31, 2011, ComEd states that “ComEd 463 

is initially pursuing” a “bill ready” form of consolidated billing and ComEd 464 

“has no current plans to pursue ‘rate ready’ before December 31, 2011.”  465 

(ComEd Ex. 3.0, p. 17.)  ComEd further states that the proposed December 466 

31, 2011 cut-off date “will lead to unnecessary delay in the implementation 467 

of future PORCB service offerings, such as ‘rate ready,’ as it will require 468 

cost recovery questions to be revisited and potentially re-litigated before 469 

such offerings are made available.”  (Id.)  How do you respond? 470 

A. First, Staff is not aware of any plans by ComEd to offer a ‘rate ready’ version of 471 

consolidated billing after December 31, 2011.  If that assumption is incorrect, 472 

ComEd can clarify its ‘rate ready’ intentions in surrebuttal testimony.  Second, 473 

given that ComEd’s estimates for a bill ready-only PORCB implementation are 474 

currently more than seven times the amount AIU has incurred to offer both a bill 475 
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ready and a rate ready UCB/POR, it remains to be seen what demand there will 476 

be for RESs to pursue a ComEd rate ready PORCB.  Third, when it comes to 477 

revisiting and/or re-litigating for a potential ‘rate ready’ PORCB, it seems there 478 

are two possible scenarios.  The first would be where all interested parties are in 479 

agreement on the proper cost recovery mechanism and, if the Commission has 480 

no objection to the proposed tariff revisions, the tariff changes can go into effect 481 

within 45 days after being filed.  The second scenario would be where the parties 482 

cannot decide on the proper cost recovery method.  If the Commission decides 483 

there is merit to the arguments made by the party (or parties) opposing the tariff 484 

revisions, the issue then rightfully belongs in front of the Commission.  Under 485 

ComEd’s proposal (of not requiring a tariff filing), the Commission would not have 486 

had the same opportunity pursuant to the same tariff review process.  487 

Q: ComEd states that if a December 31, 2011 cut-off date were adopted, “RESs 488 

and customers may suffer as any changes would require significant lead 489 

time before they could be enabled.”  (ComEd Ex. 4.0, p. 9.) ComEd further 490 

states that “if such approval means an 11 month proceeding before the 491 

Commission, with due consideration for the potential of rehearing, and 492 

assuming 18 months of IT development, even a relatively simple change 493 

could take more than 30 months to approve and implement.”  (ComEd Ex. 494 

4.0, p. 9.) How do you respond? 495 

A: With respect to a potential 11-month tariff investigation, I have already offered my 496 

observations above.  ComEd is correct that there is always the possibility of a 497 

rehearing and at the same there is also the potential of a court appeal that 498 
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ComEd did not take into account when it arrived at its 30 months estimate.  With 499 

respect to an 18 month time period for IT development, Staff is unclear whether 500 

ComEd is suggesting that “a relatively simple” change will always require 18 501 

months of IT development.  However, even if that were the case, it seems 502 

unlikely that the absence of a tariff filing will bring down the time needed for IT 503 

development to a period of less than the suggested 18 months. 504 

Q: ComEd states that “because of an Illinois Commerce Commission 505 

(“Commission”) order or as a result of RESs and ComEd continuing to 506 

work together after the close of this docket, it may also be appropriate to 507 

include additional billing functionalities that could become necessary 508 

under other provisions of Senate Bill 1299 (such as referral programs).”  509 

(ComEd Ex. 4.0, p. 9.) Do you agree? 510 

A: Yes, I do.  However, if the Commission orders ComEd to make necessary 511 

changes in order to implement a referral program, Staff is confident that ComEd 512 

and other parties will urge the Commission to address the issue of cost recovery 513 

as part of that Order.  If a referral program gets implemented as a result of “RESs 514 

and ComEd continuing to work together,” the agreed-upon cost recovery method 515 

could be approved by the Commission by way of not suspending any necessary 516 

tariff revisions.  Further, it is likely that referral programs will be implemented by 517 

ComEd and the AIU at approximately the same time.  If there are additional costs 518 

with the implementation of a referral program, the impact of the existing 519 

December 2010 cut-off in AIU’s tariffs will have to be decided regardless.  Thus, 520 

there does not seem to be too much gain from not having such a cut-off date in 521 
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ComEd’s tariffs.  Also, it is possible that a referral program will include RESs that 522 

are not using PORCB and, thus, it might not be appropriate to recover the total 523 

costs through the PORCB discount rate.  524 

Q: In further support for its opposition to the proposed December 31, 2011 525 

cut-off date, ComEd states that “the required testing with RESs, fixes to 526 

software and general post-production support of these brand new systems 527 

will result in ongoing implementation costs that will continue beyond the 528 

December 2011 cut-off date.” (ComEd Ex. 4.0, p. 9.) What is your response? 529 

A: It would have been beneficial to the Commission and all interested parties to 530 

review Ameren and ComEd’s tariffs relating to UCB/POR at the same time 531 

because the tariffs are obviously implementing the same Section 16-118 532 

requirements.  However, that is unfortunately not the case, and absent some 533 

circumstances unique to ComEd’s technical PORCB implementation, the 534 

Commission is forced to recognize that the circumstances described above are 535 

likely not different from the ones faced by the Ameren utilities. 536 

Q. ComEd states that Staff’s proposed December 31, 2011 cut-off date will 537 

result “in an inappropriate allocation of costs.”  (ComEd Ex. 3.0, p. 18.)  538 

How do you respond? 539 

A. ComEd appears to be making additional assumptions in order to arrive at such a 540 

statement.  ComEd assumes that if the Commission adopts the proposed cut-off 541 

date, the costs “are not recoverable from RESs using PORCB.”  It further argues 542 

that if the costs are not recoverable from RESs using PORCB “then they would 543 

presumably be recovered from all distribution service customers.”  (Id.)  Staff 544 
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disagrees with these assumptions.  Adopting the December 2011 cut-off date will 545 

not make it impossible to recover costs associated with a potential “rate ready” 546 

PORCB service from RESs using PORCB.  It will require a separate tariff 547 

revision, however, if those costs will be incurred after December 31, 2011. 548 

 549 

True-up after the end of the 10-year cost recovery period 550 

Q: In your direct testimony, you proposed Rider RCA to include language 551 

explaining that the implementation costs will be recovered from all eligible 552 

customers for no more than ten years, with two exceptions.  You further 553 

stated that ComEd, if it agreed with such additions, should provide 554 

proposed language effectuating these changes in its rebuttal testimony.  555 

Does ComEd agree with your recommendation? 556 

A: No.  ComEd’s primary objection to this additional tariff provision seems to stem 557 

from its general opposition to Staff’s proposal to limit rider recovery to capital 558 

costs incurred on or before December 31, 2011.  However, ComEd suggests that 559 

“a 10-year reconciliation process could be effectuated through a simple 560 

adjustment to the POR Application Period definition.”  (ComEd Ex. 3.0, p. 19.)  In 561 

order to do so, Staff recommends that the following definition for the POR 562 

Application Period (found on Original Sheet No. 393 of Rider PORCB) be 563 

adopted: 564 

POR Application Period 565 
Purchase of Receivables (POR) Application Period means a 566 
period of time that extends for twenty-four (24) monthly 567 
billing periods immediately following a previous POR 568 
Application Period.  The initial POR Application Period is the 569 
period of time that begins at the start of the January 2011 570 
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monthly billing period.  Notwithstanding the previous 571 
provisions of this definition, the first two initial POR 572 
Application Periods extends for thirty-six (36) monthly billing 573 
periods.  574 
 575 

This will ensure a reconciliation of the Consolidated Billing (“CB”) Adjustment at 576 

the end of year ten.  In addition, the following language proposed for Rider RCA 577 

(on Original Sheet No. 257.3) allows for the recovery of any potential remaining 578 

Billing Systems Modifications and Implementation Costs (“BSMIC”) balance 579 

through the Customer Charge in the following 12-month period: 580 

For POR Application Periods that end after December 31, 581 
2022, such CB Adjustment shall not include Billing Systems 582 
Modifications and Implementation Costs (BSMICs). 583 

 584 

Q: With respect to a final reconciliation of DICs recovered through the POR 585 

Adjustment, ComEd argues that Staff’s proposal would “effectively require 586 

more costs to be imposed on all customers with demands under 400kW 587 

much sooner than may be necessary, without giving RESs a chance to 588 

cover at least some of these costs through the discount rate.”  (ComEd Ex. 589 

3.0, p. 20.) Do you agree? 590 

A: No.  As noted in my direct testimony, because of the manner in which ComEd’s 591 

POR Adjustment reconciliation is proposed, recovery of Developmental and 592 

Implementation Costs through the Customer Charge could extend to a POR 593 

application period beyond year ten.  In fact, in order to allow for the recovery of 594 

any potential remaining Developmental and Implementation Costs balance 595 

through the Customer Charge in the 12-month period following year twelve, Rider 596 

RCA (on Original Sheet No. 257.1) should include the following language: 597 
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For POR Application Periods that end after December 31, 598 
2024, such POR Adjustment shall not include 599 
Developmental and Implementation Costs (DICs). 600 
 601 

 Again, if the Commission agrees that a December 31, 2011 cut-off date is 602 

appropriate, the proposed language for Rider PORCB and Rider RCA above 603 

ensures a certain symmetry between ComEd and the AIU when it comes to a 604 

final implementation cost reconciliation. 605 

Q: ComEd states that a 10-year reconciliation proceeding, similar to the 5-year 606 

reconciliation the Commission approved for the AIU’s UCB/POR 607 

implementation costs, will “require fundamental and unnecessary changes 608 

to the operation of the proposed cost recovery mechanism, which CUB, 609 

ICEA and RESA have worked hard to develop.”  (ComEd Ex. 3.0, p. 20.) 610 

How do you respond? 611 

A: Staff certainly appreciates the work that has gone into developing a cost recovery 612 

mechanism that has the support from CUB, ICEA and RESA.  However, for the 613 

reasons stated in my testimony and in Staff witness Ebrey’s testimony, Staff 614 

views a December 31, 2011 cut-off date for capital expenses appropriate.  Part of 615 

that proposal is to limit the recovery of those capital expenses from all eligible 616 

customers to a finite period.  As explained elsewhere in this rebuttal testimony, 617 

Staff is not precluding the possibility of recovering future capital expenses 618 

through Rider PORCB or Rider RCA.  Staff, does see the need, however, to use 619 

appropriate tariff revisions to do so.  620 

 621 
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Proposed revisions to ComEd’s switching rules 622 

Q: In your direct testimony you recommend that the Commission reject the 623 

tariff revisions as they relate to revised rules associated with switching 624 

electric suppliers, partly on the grounds that the issue of rescission 625 

periods should be first and primarily addressed in a rule that is applicable 626 

to customers of both ComEd and AIU. ComEd opposes your 627 

recommendation in part based on the argument that “Staff fails to 628 

recognize that these revisions are technically compliant with the competing 629 

versions of the proposed rule, including Staff’s own proposal.”  (ComEd 630 

Ex. 3.0, p. 25) How do you respond?   631 

A: Even if ComEd is correct that its proposed tariff revisions are “technically 632 

compliant” with the various proposals made in Docket No. 09-0592, it still leaves 633 

the distinct possibility that either the Commission or the Joint Committee on 634 

Administrative Rules adopt final rules that differ from the proposals currently in 635 

the record.  Therefore, the proposed tariff revisions could still be not in 636 

compliance with the final rules adopted for the new Code Part 412.  637 

Q: ComEd further argues that “Docket No. 09-0592 does not have a set end 638 

date; rulemakings are generally lengthy proceedings; and, therefore, it is 639 

conceivable that an order may not be entered in the Part 412 rulemaking 640 

proceeding until long after an order is entered in this proceeding.”  (ComEd 641 

Ex. 3.0, p. 26.)  Do you agree with that characterization? 642 

A: I do not.  The Commission only has 12 months from the date of publishing a First 643 

Notice Rule in the Illinois Register to enter final rules.  As a result, the 644 
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Commission is likely to decide on the final Part 412 rules at about the same time, 645 

if not sooner, as it decides on the issues in this proceeding, which is 646 

approximately 4 and a half months from now.   647 

Q: Lastly, ComEd states that “all the Information Technology infrastructure 648 

that has been designed and is being built to accommodate Rider PORCB is 649 

predicated upon an eighteen day DASR process” (ComEd Ex. 3.0, p. 26), 650 

which is the main proposed revision to the switching rules in ComEd’s 651 

tariffs.  ComEd further states that “any change or delay in the 652 

implementation of these tariff provisions” would cause ComEd “to incur 653 

additional costs to remove (and eventually restore) these processes and 654 

delay the ‘go live’ date for operations under Rider PORCB.” (ComEd Ex. 655 

3.0, p. 26.) How do you respond? 656 

A: Given that ComEd has delayed the expected “go live” date for operations under 657 

Rider PORCB several times in the past and the currently effective “go live” date 658 

is already 14 months after the effective date of the AIU’s UCB/POR tariff, the last 659 

thing Staff wants to see is another delay in the implementation of Rider PORCB.  660 

If the Commission makes the following declarations in the Order in this 661 

proceeding, Staff will not recommend that the Commission reject the tariff 662 

provisions in question.  First, the Commission should make it clear that it is not 663 

deciding upon a new rescission period for residential and small commercial 664 

customers when approving these tariff revisions.  The Commission should 665 

recognize that there is a distinction between the extended enrollment period 666 

described in ComEd’s proposed tariff revisions and the rescission period 667 
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contemplated in the Code Part 412 rulemaking.  The latter addresses issues 668 

between a RES and the retail customer (primarily the issue of early termination 669 

fees), while the former does not.  Given that ComEd itself states that its proposed 670 

tariff revisions are “technically compliant” with all proposals surrounding those 671 

issues in the Code Part 412 rulemaking, it appears that ComEd is aware of these 672 

distinctions.  In other words, in the event the Commission adopts ComEd’s 673 

proposed tariff revisions related to its switching rules, no party will be able to 674 

(credibly) claim in the Code Part 412 rulemaking that the Commission has 675 

already decided an issue that is at issue in the rulemaking.   676 

Second, the Commission should emphasize in the Order in this proceeding that it 677 

will not make any determination as to whether any new rescission period (or 678 

other potential additional obligations) will apply to non-residential customers 679 

using more than 15,000 kWh annually.   In other words, approving these 680 

proposed tariff revisions will not prejudge the issue of what constitutes an 681 

appropriate definition of a “small commercial customer,” which is being contested 682 

in the Code Part 412 rulemaking.  Only if the Commission sufficiently clarifies 683 

these intentions in the Order in this proceeding is Staff able to recommend 684 

approval of the tariff revisions in question.  Finally, Staff would like to clarify that 685 

the tariff provisions regarding the ability of retail customers to rescind a pending 686 

RES enrollment by contacting the electric utility (something first proposed by 687 

Staff as early as December 2008) do not appear to be contested in the Code Part 688 

412.  Thus, the concerns described above do not extend to those new tariff 689 

provisions.  690 
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 691 

Bill Inserts 692 

Q. ComEd opposes your recommendation to require ComEd to include RES 693 

bill inserts if the RES is using Rider PORCB and lists several legal and 694 

operational arguments for its opposition. How do you respond? 695 

A. ComEd is correct that Staff and the AIU agreed on compromise tariff language 696 

regarding RES bill inserts in the AIU UCB/POR tariff investigation.  ComEd, 697 

however, does not appear to be inclined to follow that example.  While that is 698 

regrettable, Staff also does not wish to force the Commission to make a decision 699 

on this issue in this proceeding as it did not have to do so in the AIU tariff 700 

investigation, either.  Staff continues to view this issue as a matter that should 701 

require a certain degree of parity between the situation where the RES sends out 702 

a consolidated bill (SBO) and the situation where the utility sends out a 703 

consolidated bill (UCB).  However, Staff is unsure how much demand there will 704 

be for RES bill inserts and, as expressed above, Staff does not want to see 705 

further delay in the implementation of Rider PORCB.  Staff would like to note 706 

that, as of now, no RES has currently used that provision of the AIU tariffs and 707 

the Commission might be in a better position to decide this issue when an actual 708 

request for bill inserts is made.  Staff imagines there will be operational issues to 709 

be worked out if and when a RES wants to use that service in the AIU territory. 710 

Also, the pricing of such a service, which ComEd criticizes as part of Staff’s 711 

proposal, will likely be a contested item.  Such an event might be the right time to 712 
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revisit this issue with ComEd and Staff will inform the Commission of any 713 

potential need to formally resolve any outstanding issues at such time.       714 

Q. Does this question end your prepared rebuttal testimony? 715 

A. Yes. 716 


