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A. Witness Identification 

Q. Please state your name and business address. 

A. My name is Lynn D Pearson.  My business address is One Ameren Plaza, 

1901 Chouteau Avenue, St. Louis, Missouri 63103.   

Q. Are you the same Lynn D. Pearson that previously filed testimony in 

this proceeding?  

A. Yes. 

B. Purpose and Scope 

Q. What is the purpose of your surrebuttal testimony? 

A. The purpose of my testimony is to address rebuttal testimony of the Illinois 

Commerce Commission Staff (“Staff”) and Intervenor witnesses’ testimonies and 

positions, as they relate to my rebuttal testimony.  Specifically, I respond to the 

rebuttal testimony of the Staff witnesses Ebrey and Clausen; the Citizens’ Utility 

Board (“CUB”) witness Thomas; Dominion Retail, Inc. (“DRI”) witness Barkas; 
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and Illinois Competitive Energy Association / Retail Energy Supply Association 

(“ICEA/RESA”) witness Cerniglia.  I also introduce the AIU witnesses sponsoring 

surrebuttal testimony.  

The AIU have accepted certain positions or recommendations advanced 

by some of the parties.  However, silence on any other issues should not be 

interpreted as acceptance of any position.  

Q. In addition to your surrebuttal testimony, do you sponsor any other 

exhibits? 

A. Yes, I have five exhibits.  Ameren Exhibit 8.1 is a red-lined version of the 

Supplier Terms and Conditions tariff (“ST&C”).  Ameren Exhibit 8.2 is a red-lined 

version of the Supplemental Customer Charges tariff (“SCC”).  Ameren Exhibits 

8.1 and 8.2 show the language changes proposed by Staff and other parties to 

which the AIU has agreed as well as tariff language changes proposed by AIU in 

surrebuttal testimony.  Ameren Exhibit 8.3 is a summary of the UCB/POR 

discount rates proposed by the various parties in this proceeding and the 

resulting UCB/POR Program Charges.  Ameren Exhibit 8.4 is the AIU’s 

Response to ICC Staff Data Request No. TEE 1.02.  Ameren Exhibit 8.5 is the 

AIU’s Revised Response to ICC Staff Data Request No. TEE 8.01. 

II. INTRODUCTION OF WITNESSES 42 

43 

44 

45 

46 

Q. Who will be sponsoring surrebuttal testimony on behalf of the 

Ameren Illinois Utilities? 

A. Surrebuttal testimony will be presented by myself (Ameren Exhibit 8.0), 

Darrell E. Hughes (Ameren Exhibit 9.0), and Roger L. Pontifex (Ameren Exhibit 
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10.0).  Mr. Hughes addresses the cost of capital recovery issue in dispute and 

the appropriateness of AIU’s proposed 5-year recovery period for UCB/POR 

required capital costs.  Mr. Pontifex responds to issues associated with cash 

posting, disputed charges, and adequacy of consumer protections, and 

miscellaneous business issues raised during the rebuttal phase of testimony.  

III. RESPONSE TO STAFF WITNESS THERESA EBREY 52 

53 
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Q. Please summarize Ms. Ebrey’s rebuttal testimony. 

A. At ICC Staff Exhibit 5.0, page 3, Ms. Ebrey accepts the tariff language 

proposal in my rebuttal testimony regarding the recovery of uncollectible 

receivables (at Ameren Exhibit 4.0-REV, pp. 5 – 6, lines 93 –124), and reflects 

them in draft tariffs attached to her rebuttal testimony as Appendix A and 

Appendix B.  Ms. Ebrey also notes areas where I accepted her proposed 

language changes in my rebuttal testimony. (See Ameren Exhibit 4.0-REV, p. 7, 

lines 140 – 141, and Ameren Exhibit 8.5.)  Finally, Ms. Ebrey indicates 

disagreement with my testimony regarding the removal of the phrase “but not 

limited to” from both the ST&C and SCC tariffs, and offers proposed language 

changes to the definitions for “Start-Up Costs” and “UCB/POR Start-Up Costs” in 

the ST&C and SCC tariffs.  (ICC Staff Exhibit. 5.0, pp. 3-4.)   

Q. How do you respond to Ms. Ebrey’s proposed removal of the phrase 

“but not limited to” from the AIU proposed tariff language?   

A. The AIU continue to disagree with the removal of the phrase “but not 

limited to” from the proposed language of both the ST&C and the SCC tariffs. 

The phrase adds needed flexibility given that some future costs may not yet be 
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known. In addition, if the AIU were to add a new element to one of the cost 

components that includes the phrase, Staff would have an opportunity to review it 

as part of the annual audit reporting process included in the proposed tariffs. 

Q. How do you respond to Ms. Ebrey’s proposed changes to the 

definitions for “Start-Up Costs” and “UCB/POR Start-Up Costs” in the 

ST&C tariff? 

A. The AIU agree to the removal of the separate “UCB/POR Start-Up Costs” 

as a separate and distinct item in the ST&C tariff Definition section only if the 

definition of “Start-Up Costs” in both the ST&C tariff and the SCC tariff is as 

follows: 

Start-Up Costs 
Start-Up Costs are Incremental Costs incurred by or for the Company in 
association with the UCB/POR Program to be recovered pursuant to the 
Determination of UCB/POR Discount Rate section of the Supplier Terms and 
Conditions tariff and pursuant to the USC portion of the UCB/POR Program 
Charge section of the Supplemental Customer Charges tariff. Start-Up Costs 
include, but may not be limited to: (a) initial programming changes to electronic 
data interchange (EDI) to implement the UCB/POR Program; (b) general billing 
system and related enhancements; and (c) development of information 
technology to implement the UCB/POR Program.  Such Incremental Costs are 
not already included in base Delivery Service rates. The Start-Up Costs for the 
UCB/POR Program shall be limited to Incremental Costs incurred after the date 
amending Section 220 ILCS 5/16-118 of the Public Utilities Act through 
December 31, 2010. 

94 The Start-Up Costs for the UCB/POR Program will be specifically identified and 
95 assigned to a UCB related cost component and a POR related cost component. 
96 The UCB/POR Start-Up Cost for the two components included in the UCB/POR 
97 Discount Rate will be recovered over a five-year period. Recovery pursuant to 
98 this tariff may extend beyond the initial five years as a component of the 
99 

100 

101 

UCB/POR Program Charge. 

The costs related to the Program modification should be recovered within 

a definitive time.  As explained in AIU witness Darrell E. Hughes’ testimony 
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(Ameren Exhibits 5.0 and 9.0), the AIU support a 5-year recovery period for 

UCB/POR Start-up Costs. 

Q. Do you have any other change to the proposed ST&C tariff? 

A. Yes. I have identified an item in the proposed ST&C that involves the 

handling of off-cycle enrollments and drops when there is no requested effective 

date specified in a Direct Access Service Request (“DASR”). When the proposed 

tariff was filed in September, 2008, the AIU intended to accept such enrollments 

and drops. After further discussion with participants at the ORMD workshops, it 

was determined that AIU would reject off-cycle enrollments and drops when there 

is no effective date specified in a DASR. The ST&C tariff described below (and 

attached as Ameren Exhibit 8.1) reflects this change.  

Q. Have you prepared a red-lined version of the ST&C tariff and the SCC 

tariff that reflects the AIU language changes proposed in surrebuttal 

testimony, as well as prior changes agreed to by AIU in testimony and data 

responses? 

A. Yes. Ameren Exhibits 8.1 and 8.2 are red-lined versions of the tariffs 

reflecting tariff language changes agreed to by AIU in addition to the tariff 

language changes proposed by AIU in surrebuttal testimony. Ameren Exhibit 8.1 

is the ST&C tariff and Ameren Exhibit 8.2 is the SCC tariff. 

IV. RESPONSE TO STAFF WITNESS TORSTEN CLAUSEN 121 

122 

123 

Q. Please summarize Mr. Clausen’s position regarding your rebuttal 

testimony on the discount rate? 
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A. Mr. Clausen supports my proposal to revise the Uncollectible Cost 

Component (“UDC”) of the discount rate pursuant to changes in Commission-

approved uncollectible expenses.  Mr. Clausen claims that AIU’s proposed 

discount rate is “largely determined by factors not strictly based on cost.” Mr. 

Clausen continues to propose the addition of a Balance Factor to AIU’s discount 

rate although with some modifications to the proposal in his direct testimony. Mr. 

Clausen states that it is illogical to exclude Renewable Energy Credits (“RECs”) 

from the AIU definition of Power and Energy Service. Finally, Mr. Clausen 

supports the removal of AIU’s proposed All-In or All-Out provision with a 

condition. 

Q. Mr. Clausen explains that his proposal to add a Balance Factor 

allows for the possibility to leave the discount rate unchanged during the 

initial rate period even if and when the UDC changes as a result of changes 

to the Commission approved uncollectible expenses. (ICC Staff Exhibit 7.0, 

page 2, lines 34 – 37) How do you respond?  

A. The AIU continue to disagree with Mr. Clausen’s proposal to set the 

discount rate at 1.5% during the Initial Rate Period. The Initial Rate Period will be 

between two and a half and three years in length. During the Initial Rate Period, 

no components of the discount rate change with the possible exception of the 

UDC.  The UDC component of the discount rate should be revised pursuant to 

changes in Commission-approved uncollectible expense regardless of whether 

the resulting discount rate is above or below 1.5%.  Tying the UDC component of 

the discount rate to the Commission-approved uncollectible expense, as it is 
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167 

adjudicated in a rate case, is appropriate because it allows the AIU an 

opportunity to recover its costs and puts the uncollectibles cost borne by the RES 

on a level playing field with the uncollectibles cost component included in the AIU 

BGS rates. 

Q. Mr. Clausen states that AIU’s “own proposed discount rate is largely 

determined by factors not strictly based on cost.” (ICC Staff Exhibit. 7.0, 

page 3, lines 60 – 61. Please respond. 

A. I do not agree with that statement. It is correct, as Mr. Clausen points out, 

the AIU’s proposed 75% / 25% split of the UCB cost was driven by a desire “to 

achieve a fair and balanced recovery of the costs and produce reasonable 

charges”. This criterion was used to allocate the cost between the RES and 

eligible retail DS customers, which is essentially a rate design consideration. 

However, AIU’s proposed UCB/POR Program Charge and Discount Rate are 

based on cost. The most significant component of the discount rate, the UDC, is 

based on the Commission-approved level of uncollectible expense in the most 

recent delivery service rate case. The total UCB/POR Program Start-Up cost of 

$2.9 million is based on a thorough cost estimate as presented by AIU witness, 

Joseph Solari in Ameren Exhibit 3.0 and in response to ICC Staff Data Request 

No. TEE 1.02. The split of the total UCB/POR Program Start-Up cost between 

UCB related cost and POR related cost is also based on the cost estimate 

provided by Mr. Solari. 
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Q. Mr. Clausen proposed a modification to his proposed Balance Factor 

to address concerns about the integration of the Balance Factor with AIU’s 

proposed reconciliation mechanism. Please comment. 
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A. The modification to the Balance Factor proposed by Mr. Clausen does 

address the concerns about how the Balance Factor would operate along side 

AIU’s proposed reconciliation mechanism. However, as stated above, the AIU 

does not support the Balance Factor proposed by Mr. Clausen. 

Q. Mr. Clausen states his primary recommendation supports a cost 

recovery period of five years (ICC Staff Exhibit 7.0, page 9, lines 181 – 183).  

Please comment. 

A. The AIU agree that a five-year recovery period is appropriate for the 

UCB/POR Program Start-Up Cost at issue in this proceeding. As stated in the 

AIU’s proposed tariff, recovery through the UCB/POR Program Charge 

reconciliation mechanism could extend beyond the five year period.  

Q. Mr. Clausen notes that RES are required to comply with the 

requirements of Public Act 95-1027 which, among other provisions, 

requires RES to procure renewable energy resources and that, under the 

new law, a RES is permitted to purchase RECs in order to comply with 

statutory renewable energy requirements. Please comment. 

A. I am not an attorney and so can not give a legal opinion. The AIU will of 

course comply with all relevant Illinois laws and regulations. Therefore, the AIU 

agrees to include RECs within the Definition of Power and Energy Service under 

the terms of the UCB/POR Program if that is, in fact, a requirement under Illinois 
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laws and regulations. The Definition of Power and Energy Service has been 

modified to include the following sentence “Power and Energy Service may 

include supply products that utilize renewable energy credits in meeting load 

requirements.” in both the ST&C and the SCC tariffs. 

Q. Mr. Clausen supports the removal of AIU’s proposed All-In or All-Out 

provision with a condition that AIU be directed to track the number of 

commercial SBO accounts for suppliers that also use the UCB/POR service 

and possibly submit a tariff filing to include the All-In or All-Out provision 

at a later time if there is evidence of impact to its average historical bad 

debt rate. Do you agree with this proposal? 

A.  No. Mr. Clausen agrees there could be additional “cherry-picking” by RES 

without an All-In or All-Out provision (ICC Staff Exhibit 7.0, page 14, line 309). As 

indicated in previous testimony, the AIU see this provision as a consumer 

protection issue. (Ameren Exhibit 4.0-REV, page 22, lines 496 - 510). While the 

condition proposed by Mr. Clausen may have some merit, the AIU is concerned 

that simply tracking the number of commercial SBO accounts for suppliers that 

also use the UCB/POR service may provide some indication of “cherry-picking” in 

the commercial market, it will not provide information with respect to “cherry-

picking” that may be occurring in the residential market. As discussed in the 

rebuttal testimony of Mr. Barkas, an All-In or All-Out provision is necessary to 

protect the level of uncollectibles incurred by the utility and it is used in other 

jurisdictions where retail choice is in place without any evidence of ill effects to 

suppliers provided by any party in this proceeding.  
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V. RESPONSE TO CUB WITNESS CHRISTOPHER THOMAS 214 
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Q. At CUB Exhibit 4.0, page 1, Mr. Thomas proposes two alternatives to 

his original proposed FCAA mechanism. Please summarize the two 

alternatives. 

A. Mr. Thomas proposes to shorten the Initial Rate Period or to combine his 

proposed FCAA with the Balance Factor proposed by Staff witness Clausen. 

Q. Do you agree with either of Mr. Thomas’ proposed alternatives? 

A. No. With respect to the first alternative, it is appropriate to have an Initial 

Rate Period that provides time to allow the retail choice market for residential and 

small commercial customers the opportunity to develop. While I don’t know 

beforehand how long it will take for the retail choice market to develop, the Initial 

Rate Period proposed by AIU, which is between two and a half to three years, is 

a reasonable time period in my opinion. The timing of the Initial Rate Period is an 

attempt to balance various stakeholder preferences. My opinion is based on my 

understanding of stakeholder preferences that stability after the Program launch 

is desirable, but also recognizes that the discount rate should not be fixed for an 

extended period. It is appropriate to update it periodically to incorporate the 

reconciliation mechanism.  Hence, our proposal is for the Initial Rate Period to 

end May 2012. Mr. Thomas’ first alternative could result in the discount rate 

changing more frequently in the beginning years of the Program. However, as 

Mr. Thomas notes, “Many parties in this case have argued that the discount rate 

must be stable to encourage supplier entry.” (CUB Exhibit 4.0, page 3, lines 62 – 
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63)  Thus, it would seem even CUB acknowledges the need for some timing 

stability. 

Mr. Thomas’ second alternative is his proposal to combine the FCAA with 

the Balance Factor proposed by Mr. Clausen. This proposal seems inconsistent 

with the Balance Factor as modified by Mr. Clausen in his rebuttal testimony. Mr. 

Clausen modified his proposed Balance Factor to address concerns identified by 

AIU and thus avoid the need to allocate Balance Factor revenue to separate 

components of the UCB/POR Program Charge and prioritize that revenue 

allocation among the components. The bold underlined language proposed by 

Mr. Thomas at CUB Exhibit 4.0, page 4, lines 108 – 113, is no longer included in 

Mr. Clausen’s proposed Balance Factor. This includes the language that gave 

rise to some of AIU’s original concerns with the Balance Factor, primarily the 

integration of the Balance Factor with AIU’s proposed reconciliation mechanism. 

Therefore, Mr. Thomas’ second alternative is inconsistent with AIU’s proposed 

reconciliation mechanism and should be rejected. 

Q. At CUB Exhibit 4.0, page 6, lines 159 – 164, Mr. Thomas does not 

agree the debate on the benefits of a UCB/POR service was resolved by the 

General Assembly when it passed SB 1299. Please comment. 

A. This could be considered a legal question; I am not a lawyer and not 

qualified to provide a legal opinion. As stated in Ameren Exhibit 4.0-REV, page 

16, lines 356 - 359, SB 1299 includes language which provides for the recovery 

of prudently incurred costs associated with the provision of UCB/POR service. I 

also note 100% of all start-up costs associated with the purchase of receivables 
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is designed to be recovered from RES under AIU’s proposal, as are the ongoing 

costs to administer the Program. Finally, Mr. Thomas’ direct testimony 

acknowledged the difficulty in using a discount rate to collect all costs and 

acknowledged the AIU right to cost recovery.  (Corrected CUB Exhibit 2.0, page 

5, lines 104-113) 

Q. Do you have any final comments with respect to Mr. Thomas’ 

proposed FCAA? 

A. Mr. Thomas does not disagree that his proposed FCAA could result in AIU 

collecting a portion of the UCB implementation costs twice during the Initial Rate 

Period. (CUB Exhibit 4.0, page 2, lines 43 – 44) Of course, as noted by Mr. 

Thomas, this depends on whether and the extent to which RES participate in the 

UCB/POR Program. Increasing the discount rate during the Initial Rate Period 

does not “ensure that eligible retail customers are made whole for the costs they 

incur” as claimed by Mr. Thomas. (CUB Exhibit 4.0, page 5, lines 134 – 136) The 

AIU have no ability to force RES to participate in this Program.  As noted by Mr. 

Thomas (Corrected CUB Exhibit 2.0, page 8, lines 218-219), if RES do not 

participate in the UCB/POR Program, then eligible retail DS customers will pay 

the UCB implementation costs of the Program under Mr. Thomas’ proposal as 

well as under Mr. Clausen’s and AIU’s proposals.  

VI. RESPONSE TO ICEA/RESA WITNESS RON CERNIGLIA 278 

279 

280 

Q. Please summarize Mr. Cerniglia’s rebuttal testimony with respect to 

your rebuttal testimony. 
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A. Mr. Cerniglia’s rebuttal testimony contains two issues with respect to my 

rebuttal testimony. He continues to recommend rejection of: 1) AIU’s exclusion of 

RECs from the Definition of Power and Energy Services and 2) AIU’s proposed 

All-In or All-Out provision. 

Q. Please comment on the issue of including the cost of RECs in the 

Definition of Power and Energy Services. 

A. As discussed above, I addressed this issue in response to Staff witness 

Clausen’s rebuttal testimony.  

Q. Please comment on the All-In or All-Out provision. 

A. Based on the testimony of Mr. Cerniglia and Mr. Barkas, there seems to 

be room for debate even among RES regarding the question of whether the All-In 

or All-Out provision would prove to be overly restrictive and thereby discourage 

RES from entering the Illinois market or whether it is an important consumer 

protection. Mr. Cerniglia argues the All-In or All-Out provision could require RES 

to choose to forego “…the use of the purchase of receivables program 

altogether….” (Cerniglia Rebuttal, page 3, line 21) Mr. Barkas’ rebuttal testimony 

makes a number of points that support the All-In or All-Out provision. Mr. Barkas 

agrees with AIU that “…maintaining the ‘All-In or All-Out’ provision for UCB/POR 

Program by RES is necessary to avoid the potential increase of its average 

uncollectible costs. Otherwise, a RES that already performed its own billing 

would clearly have an incentive to place its poor paying customers into the POR 

Program while still billing its good-paying customers itself. AIU’s average 

uncollectible costs would rise, and this higher rate would be passed on to both 
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distribution customers as well as to RES that placed all their customers in the 

utility’s UCB/POR Program in the form of a high POR discount rate.” (DRI Exhibit 

2.0, lines 115 – 122) Mr. Barkas also points out that All-In or All-Out provisions 

are used in other states, apparently without the negative consequences claimed 

by Mr. Cerniglia. “Dominion Retail is quite familiar with utilities in other states with 

similar “All-In or All-Out” POR/UCB restrictions for mass market customers: 

Columbia Gas of Ohio, Dominion East Ohio, Duke Ohio, Duquesne Light in 

Pennsylvania, Connecticut Light & Power and United Illuminating (CT), all with 

growing successful retail energy programs.” (DRI Exhibit 2.0, lines 199 – 203). 

Mr. Barkas also states “Our empirical evidence based in Ohio, PA and CT 

indicates a strong interest by suppliers in serving the ‘mass market’ who 

apparently have not been dissuaded by an ‘All-In or All-Out policy.” (DRI Exhibit 

2.0, lines 215 – 217) Finally, Mr. Barkas explains “RES that serve larger 

commercial customers in Illinois have long had the ability to use SBO or dual 

billing options to serve their customers and they would be likely to continue to bill 

those customers using those options. (DRI Exhibit 2.0, lines 173 – 176). 

Q. Please comment on Mr. Cerniglia’s recommendation to limit the 

application of the All-In or All-Out provision to the residential rate class. 

A. The recommendation has some merit and, if the Commission agrees with 

Mr. Cerniglia that an All-In or All-Out provision would be overly restrictive and 

discourage RES from entering the market in Illinois, it would certainly be 

preferable to eliminating the All-In or All-Out provision altogether. However, AIU 

continues to support the All-In or All-Out rule as originally proposed. 
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VII. DISCOUNT RATE SUMMARY 327 
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Q. Do you have a summary of the discount rates proposed by various 

parties in this case? 

A. Yes. Ameren Exhibit 8.3 presents a summary of the discount rates 

proposed by various parties in this proceeding as well as the resulting UCB/POR 

Program Charge on a monthly and annual basis. 

Q. What is your purpose in presenting this exhibit? 

A. The exhibit shows there is very little difference in the UCB/POR Program 

Charge among the various proposed discount rates. My purpose is to illustrate 

that the resulting annual charge to eligible retail customers is approximately 50 

cents per year under all of the proposed discount rates. This does not seem like 

an unreasonable price to pay for the opportunity to choose an alternative retail 

electric supplier.  

Q. What is your recommendation with respect to the various proposals? 

A. The AIU recommend the Commission adopt the UCB/POR Program 

discount rate and UCB/POR Program Charge as AIU originally proposed and 

include the tariff language modifications that are attached in Ameren Exhibit 8.1 

and Ameren Exhibit 8.2 hereto. 

VIII. CONCLUSION 345 

346 

347 

Q. Does this conclude your surrebuttal testimony? 

A. Yes, it does.     

 
 


