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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. By whom are you employed and in what capacity? 5 

A. I am currently employed as the Director of the Office of Retail Market 6 

Development (“ORMD”) of the Illinois Commerce Commission (“ICC” or 7 

“Commission”). 8 

Q. Please describe your educational and occupational background. 9 

A. I graduated in 1997 from the University of Giessen, Germany with a Bachelor of 10 

Arts in Business and Economics.  In May of 2000, I was awarded a Master of 11 

Science degree in Economics from the University of Wyoming.  I joined the Staff 12 

of the Illinois Commerce Commission (“Staff”) in June of 2000 as a Policy Analyst 13 

in the Telecommunications Division, where I also worked from October of 2003 14 

until February of 2006.  From March of 2002 until October of 2003 and from 15 

February of 2006 until February of 2008 I was employed as a Policy Advisor in 16 

the Commission‟s Chairman and Commissioners‟ Section.  Since February of 17 

2008 I have been the Director of the Commission‟s Office of Retail Market 18 

Development. 19 

Q. Have you previously testified before any regulatory bodies? 20 
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A. Yes.  I have testified before the Commission on several occasions. 21 

Q. What is the purpose of your testimony in this proceeding? 22 

A. I have reviewed and analyzed Commonwealth Edison Company‟s (“ComEd” or 23 

“Company”) testimony and related documents.  I have also reviewed certain data 24 

request responses provided by the Company.  The purpose of my testimony is to 25 

make recommendations regarding ComEd‟s supply charges. 26 

Q. Given that this case is about setting ComEd’s delivery services rates, why 27 

do you address issues related to supply charges? 28 

A. I address issues related to supply charges for three reasons.  The first reason is 29 

that ComEd stated in this proceeding that it intends to eliminate the separate 30 

supply charge for residential space heating customers in the future.1  The second 31 

reason is that I recommend for the Commission to provide a proper venue to fully 32 

deliberate and decide electric supply rate design issues.  The third reason I 33 

address supply charge related issues stems from the fact that the Commission‟s 34 

Office of Retail Market Development is obligated to “monitor existing competitive 35 

conditions in Illinois, identify barriers to retail competition for all customer classes, 36 

and actively explore and propose to the Commission and to the General 37 

Assembly solutions to overcome identified barriers."2  38 

Q. What prompted ComEd to state its intention to have a single residential 39 

supply charge going forward? 40 

A. Part of ComEd‟s proposal in this Docket is to reduce the number of residential 41 

                                            
1
 Attachment A, ComEd‟s response to Staff data request PL 6.09. 

2
 Section 20-110 of the Public Utilities Act (220 ILCS 5/20-110). 
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delivery service classes from four to two.3  ComEd currently has four delivery 42 

classes for residential customers: (1) Single Family Without Electric Space Heat, 43 

(2) Multi Family Without Electric Space Heat, (3) Single Family With Electric 44 

Space Heat, (4) Multi Family With Electric Space Heat.  As part of this rate case 45 

filing, ComEd proposes to combine the two single family delivery classes into one 46 

new Residential Single Family Delivery Class and to combine the two multi-family 47 

delivery classes into one new Residential Multi Family Delivery Class. ComEd‟s 48 

stated rationale for eliminating the separate space heat delivery service classes 49 

is that “designing electric delivery service rates based on certain appliances, 50 

devices, or machines operated by customers and for which  customers require 51 

electricity (i.e., designing rates based on the „end use‟ of electricity) is 52 

inappropriate, requiring ComEd to, among other things, police the use of 53 

electricity within customers‟ homes (or businesses, as the case may be) for 54 

billing purposes.”4  ComEd further states that “while customers with electric 55 

space heat generally use more electricity than customers without electric space 56 

heat, using electric space heat as a means of distinguishing high use customers 57 

from lower use customers for ratemaking purposes is generally ineffective, 58 

because the electricity usage of large numbers of customers without electric 59 

space heat rivals that of customers with electric space heat.”5  60 

 61 

Moreover, in response to a Staff Data Request, ComEd stated that the Company 62 

does not plan to continue having separate supply charges for space heating 63 

                                            
3
 ComEd Ex. 16.0, p. 18-20. 

4
 Id., p. 18-19, lines 397-401. 

5
 Id., p. 19, lines 401-406. 
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customers for the future.6  However, ComEd did not specify when, and by what 64 

means, it plans to eliminate the separate supply charges for space heating 65 

customers.   66 

Q. You stated above that the Commission should provide a proper venue to 67 

fully deliberate and decide electric supply rate design issues.  Please 68 

explain. 69 

A.  Reviewing relevant Commission Orders of the recent past, it appears that the 70 

Commission has struggled to find a proper place to address issues related to the 71 

design of the electric supply charges.   In its Order in Docket Nos. 07-0528/07-72 

0531 (Cons.), the approval of ComEd‟s initial procurement plan following the 73 

passage of the Illinois Power Agency Act, the Commission observed that “the 74 

question of how ComEd‟s supply rates should be designed over the medium or 75 

long term simply cannot reasonably be determined in this proceeding.”7  The 76 

Commission further expected that such issues “will be addressed in ComEd‟s 77 

recently opened delivery rate case.”8  However, the rate case in question (Docket 78 

No. 07-0566, ComEd‟s most recent rate case) did not address supply rate design 79 

issues. In fact, the Order in that rate case stated that “supply charges are not the 80 

subject of this proceeding.”9  81 

 82 

The last time the Commission addressed the design of ComEd‟s supply charges 83 

was a special investigation of electric rate design pursuant to Section 9-250 of 84 

                                            
6
 ComEd‟s response to Staff data request PL 6.09. 

7
 Order, December 19, 2007, Docket Nos.07-0528/07-0531 (Cons.), p. 90. 

8
 Id., p. 91. 

9
 Order, September 10, 2008, Docket No. 07-0566, p. 217. 
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the Public Utilities Act (“PUA”) (Docket No. 07-0166), conducted shortly after the 85 

end of the mandatory transition period.  The Commission initiated the Section 9-86 

250 investigation because, “beginning in January 2007, the significant rate 87 

increases approved for ComEd have been unevenly distributed among 88 

ratepayers. For residential  customers, the largest increases occurred on the 89 

winter bills of space heating customers. This created a significant hardship for a 90 

number of customers and prompted many ratepayer complaints.”10  By the time 91 

the Commission enters a final Order in the instant Docket, it will have been 92 

approximately four years since the Commission initiated the rate design 93 

investigation in Docket No. 07-0166. 94 

Q. What is your recommendation? 95 

A. The ORMD recommends that the Commission, as part of the Order in this 96 

proceeding, order a new Section 9-250 investigation of ComEd‟s electric supply 97 

rate design in order to decide whether there should be a separate supply charge 98 

for space heating customers going forward.  This recommendation is 99 

independent of the Commission‟s decision in this Docket regarding the 100 

elimination of the delivery  service classes for space heating customers. 101 

Q. Why do you recommend a separate proceeding? 102 

A.  First, the ORMD believes that the instant Docket does not suffer from a lack of 103 

issues the Commission has to decide. In fact, the opposite is more likely to be 104 

true. Second, by initiating a Section 9-250 proceeding on its own, the 105 

Commission is able to control the timing and scope of such a proceeding.  This 106 

                                            
10

 Order, October 11, 2007, Docket No. 07-0166, p. 2. 
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appears to be superior to the alternative of waiting for ComEd to present its 107 

preferred approach to produce a single electric supply rate.  Third, a separate 108 

proceeding after the conclusion of the instant Docket allows the Commission to 109 

take into account the newly-approved delivery service rates when deliberating 110 

changes to the level of supply rates for certain customers.  Fourth, the ORMD 111 

believes that the design of retail supply charges is becoming more and more 112 

important as competition from alternative retail electric suppliers (“ARES”) has 113 

reached the smallest commercial customers and even residential customers.11  114 

This trend is likely to continue as ComEd will soon be offering a utility-115 

consolidated billing and purchase of receivables option to ARES.12 A competitive 116 

retail electric market is fully effective only when cost-based rates allow for  the 117 

existence of correct price signals.  Regulated utility rates do not send the correct 118 

price signals if they are above or below levels that would exist in a competitive 119 

market. In the situation discussed here, the Commission should ensure that 120 

supply rates for non-space heating customers are not set too high as to induce 121 

inefficient competition.  In the same vein, the Commission should ensure that 122 

supply rates for space heating customers are not set too low as to foreclose 123 

efficient competition. 124 

Q. Do you recommend that the Commission limit the scope of the proposed 125 

Section 9-250 investigation? 126 

A. Yes.  The investigation should focus on answering the question of whether a 127 

separate supply charge for ComEd‟s space heating customers continues to be 128 

                                            
11

 http://www.icc.illinois.gov/electricity/switchingstatistics.aspx 
12

 See, generally, Docket No. 10-0138. 
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warranted.  If the Commission determines that there are currently existing 129 

subsidies for these customers, as ComEd claims, the investigation should allow 130 

the Commission to decide how much of these subsidies should no longer be 131 

recovered from non-space heating customers.  The investigation should also 132 

provide the Commission with options to gradually phase out those subsidies, if 133 

that is the desire of the Commission.  The Commission should be aware of, and 134 

take into account, the bill impact for any affected customers before ordering any 135 

changes, gradual or not, to the design of the residential supply rates.   In 136 

addition, the investigation‟s scope should not prevent parties from exploring other 137 

ways to bring the utility‟s retail supply rates more in line with market-based rates.  138 

I also recommend that the Commission order Staff to prepare an Initiating Order 139 

within 30 days after the entry of a Final Order in the instant Docket.   140 

Q. Does this question end your prepared direct testimony? 141 

A. Yes. 142 


