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Q. Please state your name and business address. 1 

A.  My name is Philip Rukosuev and my business address is 527 E. Capitol Avenue, 2 

Springfield, Illinois 62701. 3 

 4 

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

A.   I am currently employed by the Illinois Commerce Commission (“ICC” or 6 

“Commission”) as a Rates Analyst in the Rates Department of the Financial 7 

Analysis Division.  My responsibilities include rate design and cost of service 8 

analyses for electric, gas, water and sewer utilities and the preparation of 9 

testimony on rates and rate related matters. 10 

 11 

Q.  How long have you been employed by the Commission? 12 

A.  I have been employed by the Commission since September of 2008. 13 

 14 

Q.  Please discuss your educational and professional background. 15 

A.  I received a B.A. in Economics and Business Administration (Magna Cum Laude) 16 

and a M.A. in Accounting (with Honors) from the University of Illinois at 17 

Springfield.  I was previously employed by the Illinois Manufacturing Association 18 

as a Management Intern and by the Department of Healthcare and Family 19 

Services in the Low Income Home Energy Assistance Program (LIHEAP) and the 20 

Illinois Home Weatherization Assistance Program (IHWAP)1 as a Fiscal Intern.  21 

 22 

                                            
1
 At present, those programs are part of the Illinois Department of Commerce and Economic Opportunity. 
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 My regulatory experience began with my employment as a rates analyst with the 23 

Financial Analysis Division of the Commission. My experience in the regulatory 24 

field includes three years of employment at the Commission, where I have 25 

provided testimony and performed related ratemaking tasks. My testimony has 26 

addressed cost-of-service, rate design, revenue requirement and other issues 27 

that concern gas, electric, water and sewer utilities. While employed as a 28 

member of the Staff of the ICC (“Staff”), I have attended classes and conferences 29 

relevant to utility operations.  30 

 31 

Q.  Have you previously testified before the Commission or any other 32 

regulatory bodies? 33 

A.  Yes, I have testified on several occasions before the Commission on rate design 34 

and other tariff-related matters.   35 

 36 

Q.  What is the purpose of your direct testimony? 37 

A.  The purpose of my testimony is to address the embedded cost of service studies 38 

(“ECOSS”) and rate design matters in the filing by Ameren Illinois Utilities 39 

(“Ameren”, “AIC” or the “Company”) for a general increase in gas delivery service 40 

rates.  My testimony provides the Commission with recommendations with 41 

respect to the rate design and cost of service issues in this proceeding. I also 42 

examine the Company’s proposed changes to its electric and gas tariff sheets. 43 

 44 

Q.  Are you sponsoring any schedules or attachments with your testimony?  45 
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A.  Yes, I have attached the following: 46 

 Schedule 15.01 – Shares of Ameren Illinois Cost Accounts by Rate Zone 47 

 Schedule 15.02 – Ameren Illinois Company Ratios for individual FERC 48 

accounts 49 

 Schedule 15.03 – Shares of Ameren Illinois Cost Accounts for Legacy 50 

Utilities Docket Nos. 09-0306 (Cons.) 51 

 Schedule 15.04 – Differences in Individual FERC Accounts Between Rate 52 

Zone and Illinois-Wide ECOSSs Reserve for Depreciation 53 

 Schedule 15.05 – Development of Staff Proposed Rate Design 54 

Methodology 55 

 Schedule 15.06 – Staff vs. Company Class Revenue Allocations 56 

Comparison 57 

 Schedule 15.07 – Present and Staff Proposed Revenue Increases on 58 

Base and Total Revenues by Rate Class for Rate Zone I. 59 

 Schedule 15.08 – Present and Staff Proposed Revenue Increases on 60 

Base and Total Revenues by Rate Class for Rate Zone II. 61 

 Schedule 15.09 – Present and Staff Proposed Revenue Increases on 62 

Base and Total Revenues by Rate Class for Rate Zone III. 63 

 Schedule 15.10 – Summary of Present and Staff Proposed Revenue 64 

Increases on Base and Total Revenues by Rate Class  65 

 Schedule 15.11– GDS1 Residential Bill Impact Comparisons at Various 66 

Usage Levels in Rate Zone I 67 

 Schedule 15.12– GDS1 Residential Bill Impact Comparisons at Various 68 

Usage Levels in Rate Zone II 69 

 Schedule 15.13 – GDS1 Residential Bill Impact Comparisons at Various 70 

Usage Levels in Rate Zone III 71 

 72 

Q.  How is your testimony organized? 73 

A. My testimony is organized into seven parts:  74 
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I. An introductory discussion of Ameren’s initial single gas Embedded Cost 75 

of Service Study (“Initial gas ECOSS”) for Ameren’s entire Illinois service 76 

territory, as well as the separate gas ECOSSs for each of the former 77 

Ameren Illinois Utilities (now Rate Zones) (“gas Rate Zone ECOSSs”) 78 

subsequently submitted by Ameren as part of its response to the 79 

Administrative Law Judges’ (“ALJs”) February 23, 2011 deficiency letter 80 

(“February Deficiency Letter”). For purposes of my testimony, I will use 81 

Ameren’s gas ECOSSs to reference all of Ameren’s ECOSSs collectively. 82 

II. The choice of allocators for the Company’s gas Rate Zone ECOSSs.  83 

III.  Class revenue allocations. 84 

IV. Ameren’s proposed rate design. 85 

V. Class bill impacts. 86 

VI. My recommendation regarding the effect of Rider TBS – Transportation 87 

Banking Service on base rates. 88 

VII. My recommendations with respect to Ameren’s tariffs provisions and 89 

language changes. 90 

 91 

Q.  Please summarize your recommendations. 92 

A.  Based upon my review of the information provided by Ameren in this proceeding, 93 

I recommend that the Commission: 94 

I) Reject the Company’s Initial gas ECOSS, as a basis for setting rates in 95 

this case.  The Initial gas ECOSS contains substantial deficiencies that 96 
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are major in scope, as Ameren’s approach is inconsistent with the 97 

Commission’s Final Order in Docket No. 10-0517. 98 

II) Reject the Company’s gas Rate Zone ECOSSs as a basis for setting rates 99 

in this case.  The gas Rate Zone ECOSSs contain a number of errors and 100 

conceptual flaws that render them unreasonable tools for designing rates, 101 

as Ameren’s allocation of costs to customer classes does not reflect actual 102 

cost causation;  103 

III) Reject the Company’s proposed class revenue allocations and rate design 104 

because they rely on Ameren’s flawed gas ECOSSs which are 105 

fundamentally flawed; and 106 

IV) Endorse my alternative rate design methodology. For allocation of 107 

revenues to the rate zones, I propose moving half the distance from equal 108 

percentage, across-the-board increases to fully cost-based revenue 109 

allocations for the three rate zones in the Company’s three electric 110 

ECOSS. This approach, developed in the attached Schedule 15.05, 111 

presents revenues for each rate zone under: (a) an across-the-board 112 

increase for each; and (b) fully cost-based rates for each zone. Then, my 113 

proposed revenues for individual rate zones would lie halfway between the 114 

two figures. My proposed allocations to the rate zones are also shown on 115 

Schedule 15.05. For allocation of revenues to each customer class within 116 

each of the rate zones, I propose applying an across-the-board, equal 117 

percentage increase equal to the base revenue percentage increase for 118 

the corresponding rate zone as a whole. 119 
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 120 

I. AMEREN’S GAS ECOSS 121 

 122 

Q. How are Ameren’s rate zones divided into rate classes for the purposes of 123 

cost allocation and rate design? 124 

A. All of the Company’s rate zones divide customers into the following rate classes: 125 

GDS-1 Residential Delivery Service, GDS-2 Small General Delivery Service, 126 

GDS-3 Intermediate Delivery Service, GDS-4 Large General Delivery Service, 127 

and GDS-5 Seasonal Gas Delivery Service.  (Ameren Ex. 13.0G, p.3) The 128 

Company employs these class definitions to allocate costs and to design rates to 129 

recover those costs. 130 

 131 

Q.  What has been the focus of your analysis? 132 

A.  I have analyzed the testimony and exhibits presented by Ameren’s witness Ms. 133 

Althoff. (Ameren Ex. 13.0G and Ameren Ex. 13.1G-13.12G) I have also reviewed 134 

data request responses from Ameren related to the gas ECOSSs. The focus of 135 

my analysis concerns what approach should provide the cost foundation for 136 

ratemaking in this case. 137 

 138 

Q.  Please describe the role of an ECOSS in the design of gas rates. 139 

A.  An ECOSS is relied upon to allocate costs among customer classes.  This is an 140 

essential role in the process of designing cost-based rates, a ratemaking 141 

principle of longstanding at the Commission. An ECOSS is performed to allocate 142 
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costs among all customer classes to determine each customer class’ respective 143 

responsibility for the costs imposed on the utility. The results are summarized in 144 

rates of return for customer classes, which document each customer class’ 145 

relative performance in recovering costs. Classes generating above average 146 

returns are considered to pay more than their fair share of the Company’s 147 

revenue requirement, while classes with below average returns are viewed as 148 

paying too little. Basing rates on costs is both efficient and equitable, because 149 

the price that consumers pay reflects the cost of providing gas. Thus, what 150 

ratepayers pay is aligned with the cost to society of providing that service. One 151 

standard of reasonable rates can fairly be said to outrank all others in the 152 

importance attached to it by experts and public opinion alike – the standard of 153 

costs of service.2  154 

 155 

Q.  How does an ECOSS categorize utility costs? 156 

A.  An ECOSS categorizes utility costs in three steps. The first step divides costs 157 

according to utility functions such as transmission, distribution, customer costs, 158 

and administrative and general costs.3 The second step classifies costs as 159 

customer, demand or energy related. This step guides the process of 160 

determining how those costs should be recovered - through customer (costs that 161 

                                            
2
 Bonbright, James C., Albert L. Danielsen, and David R. Kamerschen. "Cost of Service as a Basic 

Standard of Reasonableness." Principles of Public Utility Rates. 2nd ed. Arlington, VA: Public Utilities 
Reports, 1988. p. 109. 
3
 Costs may be fixed, or may be affected by demand and/or the number of customers.  The costs of 

transmission are generally considered fixed costs that do not vary with the quantity of energy/gas 
transmitted. The costs of gas distribution systems are affected primarily by demand and by the number of 
customers. Customer costs include costs that are related to the number of customers (The Electric Utility 
Cost Allocation Manual, January 1992, p. 21, NARUC.) 
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are directly related to the number of customers served), demand (costs that vary 162 

with the therms demand) or usage charges. Third, costs are allocated among 163 

customer classes based on cost-causation principles to determine their share of 164 

responsibility for overall system costs.  165 

 166 

Q.  Has the Company prepared a gas ECOSS for this proceeding? 167 

A.  Yes. The Company has prepared two cost of service approaches in this docket. 168 

In its initial filing on February 18, 2011, the Company prepared an initial gas 169 

ECOSS for Ameren’s entire Illinois service territory. In the initial filling, the initial 170 

gas ECOSS is included as Ameren Ex. 13.1, 13.2 and 13.3, which are attached 171 

to the direct testimony of Karen R. Althoff, Ameren Ex. 13.0G.   172 

 173 

Subsequently, in response to the February Deficiency Letter, the Company 174 

submitted three separate gas ECOSSs for each of the Rate Zones corresponding 175 

to the former Ameren Illinois Utilities (Rate Zone I (AmerenCIPS); Rate Zone II 176 

(AmerenCILCO); Rate Zone III (AmerenIP)). (Response of AIC to List of ALJ’s 177 

Deficiencies, March 24, 2011)   178 

 179 

Q. Did Ameren file any testimony to accompany the gas Rate Zone ECOSSs 180 

provided in response to the ALJs’ deficiency letter? 181 

A. No, it did not. The only Ameren testimony on cost of service issues is the direct 182 

testimony of Ms. Althoff supporting the initial gas ECOSS for Ameren’s entire 183 
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Illinois service territory. There is no corresponding testimony to explain how the 184 

gas Rate Zone ECOSSs were developed.  185 

 186 

Q. Does Ameren explain why it decided to file only an initial gas ECOSS in its 187 

initial filing for this docket? 188 

A. Ameren does not address the issue directly. Since its last rate case, the three 189 

Ameren Illinois Utilities have merged into a single utility, Ameren Illinois.4 190 

Company witness Althoff stated that:  191 

[s]hortly after the effective date, on October 4, 2010, AIC 192 

filed to replace its existing rate schedules for the legacy 193 

utilities with one set of tariffs for AIC's gas and gas 194 

businesses. On November 4, 2010, the Commission entered 195 

Do Not Suspend Orders, allowing AIC's proposed single 196 

tariff schedule to take effect on November 19, 2010. AIC 197 

now operates under a single tariff schedule, although rates 198 

currently differ by rate zone as reflected on Ameren Exhibit 199 

13.4G.  200 

 201 

(Ameren Ex. 13.0G, p. 11) 202 

 203 

Q.  What are your conclusions with regard to the two ECOSSs submitted by 204 

the Company? 205 

A. The Initial gas ECOSS provided by the Company in response to the ALJ 206 

deficiency letter should not be used to set rates because it is not consistent with 207 

the Commission’s Final Order for Docket No. 10-0517.  In that Order, the 208 

Commission expressed a clear preference to use cost studies for the three rate 209 

zones rather than a single study for the entire Illinois service territory. Further, as 210 

                                            
4
 See Final Order, Docket No. 10-0517, March 15, 2011, proceeding to address accounting cost issues 

for the merged Ameren Company. 
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will be explained later in my testimony, the individual gasl Rate Zone ECOSS are 211 

problematic for allocating revenues at the customer class level. The problem lies 212 

not in the general categories of costs such as Intangible Plant, Transmission 213 

Plant, Distribution Plant and General Plant that are used in developing that 214 

ECOSS. Rather, they arise when those general categories are broken down into 215 

individual FERC accounts.  Thus, there are concerns about the accuracy of the 216 

costs at that level. 217 

 218 

Q. What approach do you believe should serve as the cost foundation for 219 

ratemaking in this case? 220 

A. Given the shortcomings of both of the Company’s gas ECOSSs, the Commission 221 

should reject them and instead adopt my recommended approach to setting rates 222 

which will be discussed fully in the remainder of this testimony.  223 

 224 

II. AMEREN GAS ECOSS ALLOCATION FACTORS 225 

 226 

Q. Have you examined the cost allocations in the gas Rate Zone ECOSSs to 227 

determine how they compare with allocators contained in the Initial gas 228 

ECOSS? 229 

A. Yes. The gas Rate Zone ECOSS approach uses a combination of generic 230 

functional allocators and direct assignment to functionalize costs. Many of the 231 

allocators used in the Initial gas ECOSS were assigned directly to one function or 232 

another; other allocators were developed internally in the cost study as 233 
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composites of other allocated costs and result in allocations to more than one 234 

functional cost category. After reviewing the Company’s response to Staff Data 235 

Request (“DR”) PR 2.02, I have determined that the same allocation 236 

methodology (allocators) was used for the gas Rate Zone ECOSSs proposed by 237 

Ameren and is identical to the methodology approved in Docket Nos. 09-238 

0306/09-0311 (Cons.) and in Docket Nos. 07-0585/07-0590 (Cons.). 239 

 240 

Q. What does this imply for the testimony by Ameren witness Althoff on 241 

allocation issues? 242 

A. It implies that her testimony on allocation issues for the Initial gas ECOSS 243 

presented in the initial filing also applies to the gas Rate Zone ECOSSs 244 

presented in response to the February Deficiency Letter. 245 

 246 

Q. How do you assess the proposed allocators in the Company’s gas ECOSS? 247 

A. I find the cost allocations to be consistent with the Ameren approach that the 248 

Commission approved in Docket Nos. 09-0306/09-0311 (Cons.) and Docket Nos. 249 

07-0585/07-0590 (Cons.) Therefore, I find Ameren’s choice of allocators for its 250 

gas ECOSSs to be acceptable for ratemaking in this case. Since all the gas 251 

ECOSSs, the single and the Rate Zone ECOSSs, filed by Ameren in this 252 

proceeding have employed the same allocation approach, my conclusion would 253 

apply to each of these studies. 254 

  255 
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Q. Is the choice of allocators the only issue that arises with respect to the 256 

Ameren’s gas ECOSSs? 257 

A. No, it is not. While the choice of allocators for system costs is important, it is not 258 

the only essential ingredient to produce accurate gas ECOSS results. For the 259 

gas ECOSS results to be accurate, not only must the choice of allocators be 260 

acceptable for ratemaking, but the costs to be allocated among rate classes must 261 

be accurate as well. The ECOSS determines how costs should be recovered 262 

from customer classes through rate design. If the proposed allocator fails to 263 

reasonably allocate costs to rate classes, then the allocation of costs will be 264 

inaccurate and the results of the study will be problematic. 265 

 266 

Q. Do you have any concerns about the costs that are allocated in Ameren’s 267 

Rate Zone ECOSSs? 268 

A. Yes. I have concerns about how those costs have been developed for the gas 269 

Rate Zone ECOSSs provided in response to the February Deficiency Letter. My 270 

concerns lie with the Federal Energy Regulatory Commission (“FERC”) account 271 

cost totals that are allocated among rate classes for the three gas Rate Zone 272 

ECOSSs. 273 

 274 

Q. For the gas Rate Zone ECOSSs, does the Company identify the sources for 275 

the gas utility costs allocated among rate classes? 276 

A. Yes. Those sources were presented in response to Staff DRs PR 1.01 through 277 

1.05.  Those responses indicate that different approaches were taken to develop 278 
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plant and expense costs. For plant, the Company indicates that it kept 279 

September 2010 balances for the general categories of Intangible Plant, 280 

Transmission Plant, Distribution Plant and General Plant by rate zone. When it 281 

comes to individual FERC accounts, however, Ameren no longer keeps such 282 

data for the rate zones corresponding to the legacy utilities, noting “that AIC’s 283 

budget tool does not capture FERC level account detail, but instead captures the 284 

budget at a functional level.” (Ameren response to Staff DR PR 1.01) As a result, 285 

Ameren finds it necessary to employ an allocation process to determine the 286 

FERC account balances for each rate zone. 287 

 288 

Q. Please describe how individual FERC account costs are allocated to the 289 

gas Rate Zone ECOSS by rate zone.  290 

A. For each FERC account, Ameren begins with the total amount for its Illinois 291 

jurisdiction. That Illinois total is then allocated to the three rate zones generally 292 

based upon their respective shares of the category of plant which contains that 293 

FERC account. I prepared an illustration of the approach, presented in the 294 

attached Schedule 15.01. For example, Rate Zone I (AmerenCIPS), Rate Zone II 295 

(AmerenCILCO), and Rate Zone III (AmerenIP) accounts for approximately 296 

21.0%, 29.0% and 50.0% of Ameren’s September 2010 Illinois distribution plant, 297 

respectively. Then, the Company’s proposed approach allocates these 298 

percentages of each FERC account for the Illinois jurisdiction to Rate Zone I, II 299 

and II, respectively. From there, Ameren indicates that “[v]arious adjustments 300 

were made to assign costs based on the asset separation project and remove 301 
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gas transmission to establish the appropriate jurisdictional rate base.” (Ameren 302 

response to Staff DR PR 1.01) 303 

 304 

Q. Does the Company’s proposed approach raise a concern? 305 

A. Yes. Ameren offers no support for Ameren’s underlying assumption that a rate 306 

zone’s FERC account balance should be proportional to its share of the general 307 

plant category contained in that account. (see Schedule 15.02) In fact, a few 308 

examples from the past suggest that they will diverge. I prepared the attached 309 

Schedule 15.03, which presents a similar comparison for distribution plant for the 310 

three legacy utilities based on the cost studies Ameren filed in Docket Nos. 09-311 

0306/09-0311 (Cons.). As the Schedule 15.03 indicates, the ratios for individual 312 

FERC accounts varied considerably more from the ratios for overall distribution 313 

plant for the legacy utilities corresponding to the current rate zones. There is no 314 

reason to believe that the ratios of FERC account balances between the three 315 

rate zones will fall into line as assumed by Ameren in its allocation methodology. 316 

 317 

Q. Do you have any further concerns about the FERC account balances 318 

contained in the Rate Zone ECOSS? 319 

A. Yes. Discrepancies also arise in FERC account balances pertaining to the 320 

reserve for depreciation. For example, several examples of the discrepancies are 321 

presented below (also illustrated in Schedule 15.04): 322 

 323 

DISTRIBUTION PLANT Rate 

Zone I 

Rate Zone 

II 

Rate 

Zone III 

Total Rate Zone 

ECOSSs 

Total Initial 

ECOSS 

Difference 
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371-OTHER EQUIPMENT - - - - - - 

374-RIGHTS OF WAY 221 332 271 825 522 -36.76% 

375-STRUCTURES & 

IMPROV 

69 152 581 802 677 -15.60% 

376-MAINS 73,599 96,395 199,953 369,947 369,432 -0.14% 

378-MEAS & REG STA EQ-

GEN 

1,572 6,509 13,328 21,409 20,974 -2.03% 

379-M & R STA EQ-CITY 

GATE 

283 1,026 269 1,578 1,361 -13.77% 

380-SERVICES 46,834 148,925 95,602 291,361 295,592 1.45% 

381-METERS 10,381 26,179 60,649 97,209 95,423 -1.84% 

382-METER 

INSTALLATIONS 

- - - - -  

383-HOUSE REGULATORS 3,371 2,517 18,923 24,810 24,386 -1.71% 

385-IND MEAS & REG STA 

EQ 

119 3,129 3,075 6,324 5,894 -6.81% 

 324 

Q. How could these discrepancies skew the gas ECOSS results? 325 

A. Different distribution plant reserve accounts require different allocators to be cost 326 

based. The costs contained in each allocated to different customer groups. To 327 

the extent that there is a discrepancy in the totals, the cost allocations that 328 

customer classes receive will be distorted.  329 

 330 

Q. How does this problem impact the Rate Zone ECOSSs’ results? 331 

A. Because the general categories of costs are based on actual costs within the rate 332 

zones, it does not undermine the usefulness of the Rate Zone ECOSSs in 333 

gauging the overall performance of the three rate zones in recovering their 334 

respective costs. However, the problems with the costs at the FERC account 335 
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level undermine their usefulness for allocating costs within rate zones to 336 

customer classes. 337 

 338 

Q. Does that mean the Initial gas ECOSS presented in the Company’s initial 339 

filing should provide the cost foundation for ratemaking in this case? 340 

A. No. The Commission Order in Docket No. 10-0517 clearly indicated that 341 

ratemaking in this case should be based on costs at the rate zone level rather 342 

than for Ameren’s Illinois territory as a whole. (Final Order, Docket No. 10-0517, 343 

p. 21) The fact that Ameren failed to provide satisfactory studies for the rate 344 

zones should not, by default, promote the AIC service territory-wide cost of 345 

service study (Initial gas ECOSS) to be the cost standard for ratemaking in this 346 

case. 347 

 348 

Q. Does the gas Rate Zone ECOSS approach serve any purpose in this case? 349 

A. Yes, the approach provides a measure of how the rate zones as a whole recover 350 

their costs relative to each other under current and proposed rates. The problems 351 

with the gas Rate Zone ECOSSs lie at the FERC account levels as has been 352 

discussed previously. Nevertheless, the studies are consistent at the general 353 

category level and they provide a sufficient basis for determining how each of the 354 

rate zones recover costs on an overall basis under current and proposed rates. 355 

For example, Rate Zones I, II and III earn rates of returns of 4.66%, 1.05% and 356 

5.21% respectively, under current rates. These results would suggest that Rate 357 
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Zones I and III should receive a smaller increase than Zone II and they thereby 358 

provide support for moving closer to uniform rates as Ameren proposes. 359 

 360 

III. CLASS REVENUE ALLOCATION 361 

 362 

Q. What general approach does Ameren take to allocate revenues among 363 

customer classes in this case? 364 

A. Ameren employs a two-step revenue allocation process. The first step allocates 365 

the revenue requirement to the three rate zones and the second step allocates to 366 

the rate classes within those zones. 367 

 368 

Q. How does Ameren propose to spread the revenue requirement between 369 

each rate class? 370 

A. Ameren proposes to move each rate class closer to its revenue requirement by 371 

assuming an equalized revenue requirement for each rate class within each rate 372 

zone (Ameren Ex. 13.0G, p. 13) .  An equalized class revenue requirement would 373 

be those revenue levels required for each rate class if they were to eliminate all 374 

inter-class subsidization and produce exactly the same rate of return at the 375 

overall level for each of the rate zones.   376 

 377 

 However, Ameren also proposes to cap the amount of the proposed rate 378 

increase for each rate class to a specified percentage over present rates so as 379 

not to create adverse bill impacts. This methodology mitigates the concern of 380 
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adopting the full cost of service results and the prospect of unfavorable rate 381 

impacts that could otherwise result for some rate classes.  The amount of 382 

revenue requirement which is unrecovered, because the rate increase would 383 

exceed the cap, would be allocated to the other rate classes, i.e., recovered from 384 

the rate classes that have not reached the cap.  (Ameren Ex. 13.0G, pp. 13-14)   385 

 386 

Q. Please discuss the capping mechanism that Ameren is proposing in this 387 

proceeding. 388 

A. AIC’s proposed capping mechanism constrains movement to full class cost of 389 

service for any one class. The percentage revenue increase for any one class is 390 

limited to 1.5 times the overall percentage revenue increase for AIC gas. Further, 391 

percentage revenue increases for an individual class within each rate zone are 392 

also limited to 1.25 times the percentage revenue increase for the whole AIC 393 

class. The application of these two constraints allows for movement toward costs 394 

based rates overall and by rate zone. (Ameren Ex.13.0G, pp. 13-14) 395 

 396 

Q. Does Ameren explain how the 1.5 and the 1.25 figures were determined? 397 

A. In response to Staff DR PL 1.02, the Company stated: 398 

 As discussed in the “rate design analysis - gas” section of Ameren Exhibit 399 

13.0G (pages 11-17), the pricing objective focused on designing rates that 400 

are cost-based but also take into consideration bill impacts. The proposed 401 

revenue allocation employs a two step revenue allocation approach. First, 402 

increases to Ameren Illinois rate classes have been limited to no more than 403 

1.5 times the average increase. This step is shown on Ameren Ex. 13.6G, 404 

page 1. Second, changes by rate zone have been limited to no more than 405 

1.25 times the class average increase. This step is shown on Ameren Ex. 406 

13.6E (sic), pages 2-3. Ameren Illinois also addresses bill impacts within its 407 
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recommended rate design and tariff changes (discussion on pages 14-22 of 408 

Ameren Ex. 13.0G). 409 

 410 

 Further, in response to Staff DR PR 3.11, the Company also explained that these 411 

values were based on reasoned judgment, factoring in the desire to move toward 412 

cost based rates, balanced against the desire to avoid undue bill impacts, and in 413 

light of relative class level increases approved by the Commission in its prior rate 414 

case. The Company went on to state that, in its last rate case, the Commission 415 

approved a rate cap mechanism that limited increases to customer classes to 416 

20% for AmerenIP and to 30% for AmerenCILCO and AmerenCIPS. Additionally, 417 

according to the Company, the Commission noted a desire to eliminate rates that 418 

differ from cost of service, and stated “Continued movement toward cost-based 419 

rates and the elimination of inter- and intra-class subsidies should be considered 420 

a priority in AIU’s next rate filing.” (Order, Docket Nos. 09-0306, et al. (Cons.)); 421 

(Company’s response to Staff Dr PR 3.11) 422 

 423 

Q.  What is your opinion of the Company’s proposed class revenue 424 

allocations? 425 

A. The Company’s proposal is flawed and should be rejected by the Commission as 426 

a basis for setting rates in this case.  The gas Rate Zone ECOSSs contain a 427 

number of errors and conceptual flaws that render them unreasonable tools for 428 

designing rates, as Ameren’s allocation of costs to customer classes does not 429 

reflect actual cost causation.  430 

 431 
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 The cost information which Ameren relies upon to allocate revenues among rate 432 

classes is developed at Company wide level (as presented in the Initial gas 433 

ECOSS). Thus, Ameren assesses how each customer class is performing across 434 

the three rate zones. However, the lack of viable gas ECOSSs at the rate zone 435 

level means that Ameren does not know how classes recover their respective 436 

costs within the former AmerenCIPS (Zone I), AmerenCILCO (Zone II) and 437 

AmerenIP (Zone III) utilities. However, as mentioned above, the studies are 438 

consistent at the general category level and they provide a sufficient basis for 439 

determining how each of the rate zones recover costs on an overall basis under 440 

current and proposed rates. 441 

 442 

 But, even if Ameren can determine how an individual rate class, such as the 443 

residential GDS-1 class, is recovering costs from the standpoint of its Illinois 444 

service territory as a whole, Ameren cannot establish whether this same 445 

performance is maintained by residential GDS-1 customers within each rate 446 

zone. For example, Rate Zone I residential customers may recover costs in a 447 

different manner than their counterparts in Rate Zone III.  448 

 449 

 One rate class could earn an above average return relative to other rate classes 450 

while another rate class may generate a below average return. Under this 451 

scenario, a revenue allocation approach for residential customers in Rate Zone I 452 

may not be appropriate for those in Rate Zone III. This lack of meaningful 453 

evidence concerning the cost of serving customers at the rate zone level is a 454 
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fundamental problem considering the Commission’s statement that this is the 455 

appropriate standard for ratemaking in this proceeding. 456 

 457 

Q.  From your discussion, neither Ameren’s Initial gas ECOSS nor its gas Rate 458 

Zone ECOSSs are appropriate for allocating class revenues. Is there a 459 

cost–based method to allocate revenues to customer classes using 460 

available cost data? 461 

 A.  Unfortunately, an allocation that tracks cost causation perfectly is not possible 462 

using the available data. Developing a method that is ideal from a cost causation 463 

standpoint in this case is not realistic. There is not enough available data and/or 464 

it is difficult to obtain. As an alternative class revenue approach for this 465 

proceeding, I propose a reasonable approach that takes these shortcomings into 466 

account. 467 

 468 

Q. Please explain your alternative class revenue allocation approach. 469 

A. My alternative approach consists of two steps. First, I propose moving half the 470 

distance between an equal percentage, across-the-board allocation and a fully 471 

cost-based revenue allocation for the three rate zones. Because of their 472 

shortcomings, my recommendation is to use the gas Rate Zone ECOSSs for only 473 

the limited purpose of determining the rate zone revenue allocation. As 474 

discussed earlier, while the gas Rate Zone ECOSSs are problematic for 475 

allocating costs to customer classes, they can be useful for allocating revenues 476 
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for the three rate zones.  Second, I allocate the revenues to the customer classes 477 

using an equal percentage, across-the-board approach. 478 

 479 

Q. What methodology do you propose to implement your alternative class 480 

revenue allocation alternative? 481 

A. My proposed methodology is presented in the attached Schedule 15.05. That 482 

schedule calculates two revenue allocations among the three rate zones at 483 

proposed revenue levels. The first step is based on an equal percentage 484 

increase for each rate zone equal to the overall percentage increase proposed by 485 

Ameren. The second step reflects movement towards full cost-based revenues 486 

for the three rate zones. My proposal would then move proposed revenues for 487 

the three rate zones half the distance from an across-the-board to a fully cost-488 

based approach. 489 

 490 

Q. Does the fact that you develop your revenue allocations and rate designs 491 

based on the Company’s proposed revenue requirement mean that you 492 

believe that Ameren’s revenue requirement should be approved in this 493 

case? 494 

A. No, I developed my proposals at the Company’s proposed revenue requirement 495 

to provide a basis to compare how the Company and Staff would design rates to 496 

recover a given revenue requirement.  Nevertheless, I support Staff’s proposed 497 

revenue requirement in this case and I believe that my across-the-board 498 
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approaches to class revenue allocations and rate designs should be applied to 499 

Staff’s proposed revenue requirement in this case. 500 

 501 

Q. By applying different percentage increases to charges for the three rate 502 

zones, wouldn’t your proposal have the effect of moving away from 503 

uniformity for individual charges? 504 

A. Yes. However, regardless of the merits of greater rate uniformity, Ameren bears 505 

the responsibility to provide the cost foundation for moving to uniformity. 506 

However, given the deficiencies in their gas ECOSSs for this proceeding, 507 

Ameren has not fulfilled that responsibility and, thus, less uniformity is the result.  508 

 509 

Q. Why do you consider your approach to be reasonable? 510 

A. In a situation with no reasonable cost foundation for rate design, it is difficult to 511 

argue that one charge be increased by more or less than other charges faced by 512 

customers. The equitable approach for customers would be to raise their charges 513 

by an equal percentage amount. 514 

 515 

Q. How do your proposed class revenues compare with the Company’s 516 

proposals? 517 

A. Please see Schedule 15.06 for a comparison. 518 

 519 

Q. Please summarize why your proposed class revenue allocations should be 520 

adopted over the Company proposals in this case? 521 
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A. As previously noted, the Company’s proposed class revenue allocations are 522 

flawed because of their reliance on a flawed Initial gas ECOSS that fails to 523 

present cost information broken down by rate zone. However, because  the three 524 

gas ECOSS provide a sufficient basis for determining how each of the rate zones 525 

recover costs on an overall basis under current and proposed rates I focus on the 526 

cost data presented at the rate zone level and I use in my revenue allocation 527 

process only that cost data I have found to be reliable. This is the most 528 

reasonable approach to take in this case given the limitations of the cost data 529 

supplied by Ameren.  530 

 531 

 Staff’s proposal for an across-the-board increase should be adopted in this 532 

proceeding as it is based on the knowledge that current rates were based upon 533 

cost studies performed in the last case. Thus, current rates recognize the 534 

difference in cost of service of the various customer classes and the relative 535 

relationship of each customer group with regard to cost of service would be 536 

maintained by an equal percentage across the-board approach. 537 

 538 

 Q.  Please summarize your recommendations with regard to determining the 539 

appropriate class revenue allocations for all customer classes within each 540 

rate zone. 541 

A.   First, the revenue requirement for the Company should be divided among its 542 

three rate zones by moving half the distance between an equal percentage, 543 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 15.0 

 

25 
 

across-the-board allocation and a fully cost-based revenue allocation developed 544 

using the gas Rate Zone ECOSSs.  545 

 546 

 Second, the revenue requirement allocated to each customer class within each 547 

of the rate zones should be determined by applying an across-the-board, equal 548 

percentage increase equal to the base revenue percentage increase for the 549 

corresponding rate zone as a whole. 550 

 551 

Q.  How should your proposed gas rates and charges be revised if the 552 

Commission adopts a revenue requirement that differs from the Staff 553 

proposal? 554 

A. My proposed gas rates and charges are designed to recover Staff’s proposed 555 

revenue requirement.  If there is any difference between the revenue requirement 556 

adopted by the Commission and Staff’s revenue requirement, then Staff’s 557 

proposed gas rates and charges should be adjusted by a uniform percentage to 558 

recover the revenue requirement adopted by the Commission.  559 

 560 

IV. RATE DESIGN 561 

 562 

Q. Please discuss Ameren’s proposed approach to rate design for this rate 563 

case. 564 

A. According to Ameren witness Althoff, the availability criteria for each of Ameren's 565 

rates and the pricing structure within GDS-1, GDS-3, and GDS-5 is consistent 566 
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among the three rate zones, and is proposed to remain so. (Ameren Ex. 13.0G, 567 

p.12) Ms. Althoff further states that the pricing structure for GDS-2 is slightly 568 

different for Rate Zone III than it is for Rates Zones I and II. Ameren proposes to 569 

conform the pricing structure for GDS-2 for Rate Zone III to that of Rate Zones I 570 

and II. Similarly, the pricing structure for GDS-4 differs for Rate Zone I, whereas 571 

GDS-4 for Rate Zones II and III have similar rate structures as far as demand 572 

charges. AIC proposes to conform the pricing structure of GDS-4 for Rate Zone I 573 

to that used for Rate Zones II and III regarding demand charges. (Id.) 574 

 575 

Q. Does Ameren provide any rationalization for its rate design proposals? 576 

A. According to the Ms. Althoff, the principal rate design objective used for 577 

development of tariff pricing is to develop customer class rates that are cost-578 

based and eliminate inter- and intra-class subsidies. (Ameren Exhibit 13.0G, p. 579 

12) However, Ms. Althoff’s testimony does not claim that inter- and intra-class 580 

subsidies will be eliminated. Elimination of subsidies is a rate design goal, but 581 

has been tempered by the need to adjust prices to mitigate bill impacts. 582 

According to the Company, the proposed rate design balances rate continuity 583 

and stability5 against the desire to eliminate subsidies, as shown in lines 282-287 584 

of Ameren Ex. 13.0G. (Company response to Staff DR 3.07) 585 

 586 

Q.  How much does Ameren propose to increase residential rates relative to 587 

non-residential rates? 588 

                                            
5 Rate continuity and stability indicates the stability of rates themselves, with minimum of 

unexpected changes from year to year. 
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A.  In Ameren’s proposal, approximately 68%6 of revenues are allocated to 589 

residential customers, even though residential customers only account for 35% of 590 

total therm sales. Ameren proposes that much of the revenue requirement 591 

increase is derived from residential customers. Only $108,018,897 million or 31% 592 

of the total increase of $348,251,835 (excluding $5,141,000 of Other Revenues) 593 

is realized directly from increases in the non-residential customer classes.  594 

 595 

 Ameren’s average proposed rate for residential customers’ delivery services 596 

(excluding transmission) is approximately $0.4165 cents per therm -- 2.99 times 597 

as high (or 184% higher) as the average proposed price for non-residential 598 

customers, approximately 0.1392 cents per therm.  599 

 600 

Q. What specific proposal does Ameren present for GDS-1 Residential 601 

Delivery Service Customer Charges and Distribution Delivery Charges? 602 

A. According to Ameren witness Althoff, the existing Customer and Distribution 603 

Delivery Charges were increased proportionately to achieve an overall 80% 604 

recovery in the Customer Charges and 20% recovery of the class revenue 605 

requirement in the Distribution Delivery Charges, consistent with the Commission 606 

directive in Docket Nos. 07-0585/07-0590 (Cons.).  (Ameren Ex. 13.0G, p. 14).  607 

 608 

 Based on the gas Rate Zone ECOSS studies, Ameren proposes a 15.93% 609 

increase for Zone I Customer Charge, an 18.00% increase for Zone II Customer 610 

                                            
6
 Excluding $5,141,000 of Other Revenues. 
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Charge, and a 12.47% increase for Zone III Customer Charge.  (Ameren 611 

Schedule E-5 Sponsored by Karen Althoff) Furthermore, Ameren proposes a 612 

16.14% increase for Zone I Distribution Delivery Charge, a 24.53% increase for 613 

Zone II Distribution Delivery Charge, and an 18.36% for Zone III Distribution 614 

Delivery Charge.  (Id.)   615 

 616 

 Ameren proposes an overall base increase of 15.97% for Zone I (AmerenCIPS), 617 

a 19.25% increase for Zone II (AmerenCILCO), and a 13.60% increase for Zone 618 

III (AmerenIP).  The average proposed increase to a monthly bill, including gas 619 

costs7 would be 3.50% for Zone I.  Similarly, Zone II’s increase to a monthly bill 620 

would be 7.50% and 5.50% to a Zone III’s monthly bill.  (Ameren Schedule E-9 621 

Sponsored by Karen Althoff, P. 1)  These proposed rates for GDS-1 are limited 622 

by a capping mechanism for Rate Zones I, II and III.  (Ameren Ex. 13.0G, pp. 13-623 

14)   624 

 625 

Q. What does Ameren propose for GDS-2 Small General Delivery Service? 626 

A. According to Ameren witness Althoff, the Company is proposing to conform the 627 

rate structure of Rate Zone III to the rate structure of Rate Zones I and II. 628 

Currently, Rate Zones I and II have two Customer Charges – one for Customers 629 

that use less than or equal to 600 therms per year and a second for Customers 630 

                                            
7
 Costs for gas commodity are recovered separately from customers through the Purchased Gas 

Adjustment (PGA). Schedule E- 5 includes an estimate for PGA gas costs, as does Schedule E-9. 
Inclusion of PGA cost estimates within Schedules E-5 and E-9 reflect that it is important to consider both 
the cost of gas and delivery service in determining a customer’s total bill impact, which could have an 
influence in determining whether to moderate movement toward fully cost-based delivery rates. 
(Company Response to Staff DR 3.02) 
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who use more than 600 therms per year. Conversely, Rate Zone III has one 631 

Customer Charge, regardless of annual use. Ameren proposes that Rate GDS-2 632 

in Rate Zone III would also have two Customer Charges based on annual use. 633 

(Ameren Ex. 13.0G, p. 15) The Company’s proposed changes can be found on 634 

2nd Revised Sheet No.12, 2nd Revised Sheet No.12.001, and 2nd Revised Sheet 635 

No.12.002. 636 

 637 

Q. Did the Company provide adequate cost support for its proposal to 638 

conform the GDS-2 Customer Charge rate structure for Rate Zone III to that 639 

of Rate Zones I and II? 640 

A. No, it did not. The arguments presented by the Company are incomplete at best. 641 

According to Ms. Althoff, this proposal is a means to mitigate undue customer 642 

impacts for smaller use GDS-2 customers in Rate Zone III. The proposed change 643 

to the rate structure for Rate Zone III was driven by bill impact considerations 644 

given the diverse usage of this rate class. (Company Response to Staff DR 3.14) 645 

Further, the Company claims that the proposed rate structure will generate 646 

revenue from customers which more closely align with the cost to provide service 647 

while maintaining the provision to recover 80% of GDS revenue requirement from 648 

the Customer Charge8 approved in ICC Docket Nos. 07-0585/07-0590 (Cons.). 649 

Finally, the Company maintains that customers faced with cost based prices are 650 

more likely to make more efficient consumption decisions. (Id.) 651 

 652 

                                            
8
 See (Ameren Ex. 13.0G, p. 18) for an explanation of the Customer Charge was calculated. 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 15.0 

 

30 
 

Q. What benefit or harm would Ameren experience if the existing GDS-2 rates 653 

and charges were retained? 654 

A. The Company claims that, over time, small customers may forego natural gas 655 

service in place of other sources, resulting in fewer customers from which to 656 

recover AIC’s fixed costs, thus causing higher rates for other customers. 657 

Additionally, the Company states that AIC may experience additional customer 658 

complaints if the existing GDS-2 design is retained for Rate Zone III. (Id.) 659 

 660 

Q. Please discuss the proposed rate design for GDS-3 Intermediate Delivery 661 

Service. 662 

A. According to Ameren witness Althoff, the GDS-3 rate structure is unchanged 663 

from what is currently in effect. However, the monthly Customer Charges and two 664 

Delivery Charges for Rider S and Rider T were increased based on the percent 665 

increase determined in the revenue constrained revenue determination 666 

presented in Ameren Ex. 13.6G. (Ameren Ex. 13.0G, p.19) Ameren Ex. 13.10G 667 

provides a comparison of present and proposed prices. The Company’s 668 

proposed changes can be found on 2nd Revised Sheet No.13, 2nd Revised Sheet 669 

No.13.001, and 2nd Revised Sheet No.13.002. 670 

 671 

Q. Please discuss the proposed rate design for GDS-4 Large General Gas 672 

Delivery Service. 673 

A. The Company proposes a number of changes to this rate class to make the rate 674 

zones more uniform. The Company proposes that Customer Charges for all rate 675 
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zones be based on Maximum Daily Contract Quantity (“MDCQ”). (Ameren Ex. 676 

13.0G, p.19) According to Ameren, use of MDCQ provides a closer 677 

approximation of the design load that gas planning engineers estimate is 678 

required to serve a customer, which in turn provides a closer link to cost of 679 

service. (Company Response to Staff DR 3.15) Also, for Rate Zone I, delivery 680 

charges for both Rider S and Rider T customers will no longer be distinguished 681 

by pressure. Finally, demand charges for Rate Zone I have been added and will 682 

be distinguished by operating pressure for both Rider S and Rider T customers. 683 

The approach to rate design for the GDS-4 customer class was developed as a 684 

step toward rate structure uniformity as provided in Ameren Ex. 13.7G. (Ameren 685 

Ex. 13.0G, p.19)  686 

 687 

 The Company’s proposed changes can be found on 2nd Revised Sheet 688 

Nos.14.000 through 14.007. 689 

 690 

Q. What benefit do the proposed changes to GDS-4 provide to customers as 691 

compared to retaining the existing rate structure? 692 

A. The Company claims that the proposed rate structure better matches costs to 693 

cost causers and that intra-class subsides will be reduced under the proposed 694 

rate design, in keeping with the Commission’s Order in Docket Nos. 09-0306/09-695 

0311  (Cons.). (Company Response to Staff DR 3.15) 696 

 697 
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Q. Did the Company provide cost-based supporting information as to why  698 

Rate Zones I, II and III GDS-4 delivery rates should be moved toward price 699 

uniformity. 700 

A.  No. In response to Illinois Industrial Energy Consumers' DR IIEC 4.38, the 701 

Company states that the gas embedded cost of service study submitted with the 702 

Company's Part 285, Schedule E-6 and the rate zone cost of service studies 703 

submitted with the Company's February deficiency response support the 704 

Company's proposals for movement toward price uniformity in this proceeding. I 705 

disagree. The proposal is deficient because it rests upon a flawed cost of service 706 

foundation as I have discussed. The gas Rate Zone ECOSSs presented by 707 

Ameren contain a number of errors and conceptual flaws that render them 708 

unreasonable tools for designing rates, as Ameren’s allocation of costs to 709 

customer classes does not reflect actual cost causation. 710 

 711 

Q. Please discuss the proposed rate design for GDS-5 Seasonal Gas Delivery 712 

Service. 713 

A.  According to Ameren witness Althoff, GDS-5 rate structure is unchanged from 714 

what is currently in effect. However, rates and charges are adjusted to recover 715 

the increased costs to serve this class with the basis being the revenue 716 

constraints. (Ameren Ex. 13.0G, p.16) 717 

 718 

Q. What is your overall opinion of the Company’s proposed delivery services 719 

rate design in this case? 720 



Docket Nos. 11-0279/11-0282 (Cons.) 
                                                                           ICC Staff Exhibit 15.0 

 

33 
 

A. I find the Company’s approach deficient in a number of respects.  Ameren has 721 

presented two ECOSS study methodologies, neither of which is useful in 722 

determining class cost of service. First, Ameren sponsors, and supports, an Initial 723 

gas ECOSS that fails to comply with the Commission’s directives in its Final 724 

Order in Docket No. 10-0517. Then, Ameren sponsors the gas Rate Zone 725 

ECOSS’s provided in response to the February Deficiency Letter, in which the 726 

Company uses a flawed cost standard as the foundation for its proposed class 727 

revenue allocations and rate design. The Company has presented the 728 

Commission with insufficient evidence to demonstrate that the Company’s 729 

proposals are in fact cost-based. In other words, the proposed rate design fails to 730 

further the objective of creating cost-based rates.   731 

 732 

 As discussed earlier, by focusing on the costs for its Illinois service territory as a 733 

whole, Ameren deviates from the Commission’s preferred approach of focusing 734 

on the gas ECOSS for each of the three rate zones. This, in turn, undermines the 735 

entire rate design process. Costs are the foundation for rate design and if that 736 

foundation is problematic, that leaves only non-cost factors as a basis for rate 737 

design.  738 

 739 

Q. What specific proposals do you make regarding rate design? 740 

A. I propose to apply an across-the-board, equal percentage increase on all existing 741 

base rate charges for all retail classes within each individual rate zone to produce 742 

my proposed revenue increase for the rate zone as a whole.  743 
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 744 

 As previously discussed in my testimony, Rate Zones I, II and III earn rates of 745 

returns of 4.66%, 1.05% and 5.21% respectively, under current rates. Therefore, 746 

these results suggest that Rate Zones I and III should receive a smaller increase 747 

than Zone II. Under my revenue allocation proposal, all customer, meter, delivery 748 

and remaining charges for Rate Zone I customers would increase by 749 

approximately 16.58%. Similarly, all charges in Rate Zone II would rise by 750 

approximately 21.19%. For Rate Zone III, the charges would increase by 751 

approximately 16.01%.  752 

 753 

 This across-the-board approach would reflect my finding that Ameren failed to 754 

present meaningful gas ECOSS results by rate class at the rate zone level. 755 

Current rates are based on the cost of service model from Ameren’s last rate 756 

case which did not reflect such erroneous use of incorrect allocations. Therefore, 757 

it is not contradictory for Staff to argue for an across-the-board increase because 758 

this allocation is based on the Commission’s latest approved cost model that is 759 

not flawed by the errors Ameren made in its proposed cost model in this 760 

proceeding. 761 

 762 

 My proposed rates under the Company’s proposed revenue requirement for Rate 763 

Zones I, II and III are presented in the attached Schedules 15.07, 15.8 and 764 

15.09, respectively. Also, summary results for the three Rate Zones collectively 765 

are presented in Schedule 15.10. 766 
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 767 

V. BILL IMPACTS 768 

 769 

Q.  Compared with the Company’s proposal, would your proposed rates 770 

produce a similar distribution of bill increases? 771 

A. Yes. My rate design approach would accord the same treatment to all rate 772 

classes in the revenue allocation process which translates into an across-the-773 

board, equal percentage increase that would produce a similar distribution of bill 774 

increases. I have prepared an extensive comparison of distribution of bill 775 

increases for GDS-1 for Rate Zones I, II and III. Specifically, for each month of 776 

the test year and for each customer class and each subgroup at present rates, 777 

Schedules 15.11 (GDS-1 Zone I Bill Comparison), 1512 (GDS-1 Zone II Bill 778 

Comparison) and 15.13 (GDS-1 Zone III Bill Comparison) provide a billing 779 

comparison for an actual customer from the 1% customer class cumulative billing 780 

frequency,9 20% customer class cumulative billing frequency, the 50% customer 781 

class cumulative billing frequency, the 80% cumulative customer class 782 

cumulative billing frequency, and the 100% customer class cumulative billing 783 

frequency. Summary results for Schedules 15.11, 15.12 and 15.13 are as 784 

follows: 785 

 786 

Rate Zone I GDS-1 787 

                                            
9
 The billing frequency begins with zero or low usage or demand, and is completed at 100 percent with 

the highest end of usage or demand. Customers from each customer class and each subgroup are 
selected based upon usage or demand at present rates depending upon whether usage charges, 
excluding gas supply, or demand charges was responsible for the larger percentage of revenues from the 

customer class as a whole during the test year. (Adopted from Staff Data Request PL 1.01) 
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Company Proposed Rates 

  

Month Usage Fixed Charge Delivery Charge PGA Taxes Total 
  

1% 28 $   274.08 $      2.51 $       18.57 $         0.97 $     296.13 
  20% 474 $   274.08 $     42.52 $     314.36 $       12.01 $     642.97 
  50% 711 $   274.08 $     63.78 $     471.54 $       17.87 $     827.27 
  80% 1,001 $   274.08 $     89.80 $     663.86 $       25.05 $   1,052.79 
  

100% 7,714 $   274.08 $   692.00 $   5,115.73 $     191.21 $   6,273.01 
  

  
Staff Proposed Rates 

  

Month Usage Fixed Charge Delivery Charge PGA Taxes Total Increase % Increase 

1% 28 $   275.55 $      2.52 $       18.57 $         0.97 $     297.61 $         1.48 0.50% 

20% 474 $   275.55 $     42.68 $     314.36 $       12.01 $     644.60 $         1.63 0.25% 

50% 711 $   275.55 $     64.03 $     471.54 $       17.88 $     828.98 $         1.71 0.21% 

80% 1,001 $   275.55 $     90.14 $     663.86 $       25.05 $   1,054.61 $         1.81 0.17% 

100% 7,714 $   275.55 $   694.62 $   5,115.73 $     191.21 $   6,277.11 $         4.09 0.07% 

 788 

Rate Zone II GDS-1 789 

  
Company Proposed Rates 

  

Month Usage 
Fixed 
Charge 

Delivery 
Charge PGA Taxes Total 

  
1% 20 $   226.32 $      1.41 $       13.26 $         0.72 $     241.71 

  20% 528 $   226.32 $     37.14 $     350.17 $       13.29 $     626.92 
  50% 771 $   226.32 $     54.24 $     511.33 $       19.30 $     811.18 
  80% 1,068 $   226.32 $     75.13 $     708.30 $       26.64 $   1,036.39 
  

100% 31,084 $   226.32 $2,186.76 $ 20,614.91 $     769.04 $ 23,797.03 
  

  
Staff Proposed Rates 

  

Month Usage 
Fixed 
Charge 

Delivery 
Charge PGA Taxes Total Increase 

% 
Increase 

1% 20 $   232.28 $      1.37 $       13.26 $         0.73 $     247.64 $         5.92 2.45% 

20% 528 $   232.28 $     36.15 $     350.17 $       13.29 $     631.88 $         4.96 0.79% 

50% 771 $   232.28 $     52.78 $     511.33 $       19.30 $     815.69 $         4.51 0.56% 

80% 1,068 $   232.28 $     73.12 $     708.30 $       26.65 $   1,040.34 $         3.94 0.38% 

100% 31,084 $   232.28 $2,128.10 $ 20,614.91 $     768.99 $ 23,744.27 $      (52.76) -0.22% 

 790 

Rate Zone III GDS-1 791 

  
Company Proposed Rates 

  

Month Usage 
Fixed 
Charge 

Delivery 
Charge PGA Taxes Total 

  
1% 47 $   269.52 $      4.22 $       31.17 $         1.43 $     306.35 

  20% 503 $   269.52 $     45.18 $     333.59 $       12.72 $     661.01 
  50% 738 $   269.52 $     66.29 $     489.44 $       18.54 $     843.79 
  80% 1,027 $   269.52 $     92.25 $     681.11 $       25.69 $   1,068.57 
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100% 30,660 $   269.52 $2,754.01 $ 20,333.71 $     759.20 $ 24,116.44 
  

  
Staff Proposed Rates 

  

Month Usage 
Fixed 
Charge 

Delivery 
Charge PGA Taxes Total Increase 

% 
Increase 

1% 47 $   277.84 $      4.14 $       31.17 $         1.44 $     314.59 $         8.24 2.69% 

20% 503 $   277.84 $     44.28 $     333.59 $       12.73 $     668.44 $         7.43 1.12% 

50% 738 $   277.84 $     64.97 $     489.44 $       18.54 $     850.80 $         7.01 0.83% 

80% 1,027 $   277.84 $     90.42 $     681.11 $       25.70 $   1,075.06 $         6.49 0.61% 

100% 30,660 $   277.84 $2,699.31 $ 20,333.71 $     759.15 $ 24,070.01 $      (46.44) -0.19% 

 792 

VI. FFECT OF RIDER TBS ON BASE RATES 793 

 794 

Q. Are there any other issues to discuss regarding base rates in this case? 795 

A. Yes. The Company is proposing an unbundled, subscribable transportation 796 

banking service presented in Ameren Illinois’ tariff as Rider Transportation 797 

Balancing Service (“Rider TBS”). (Ameren Ex. 14.0G, p. 7) Ameren witness 798 

Althoff states that 799 

“There are several changes that will need to be made in our gas delivery 800 

service tariffs if the Commission approves AIC's proposals to combine the 801 

PGA and implement Rider TBS - Transportation Banking Service. These 802 

changes primarily reflect revisions to timeframes and deadlines, and they 803 

maintain for customers an orderly and sequential progression of 804 

information and commitments. 805 

(Ameren Ex. 13.0G, p. 23)  806 

 807 

Directives related to gas rates in ICC Docket Nos. 09-0306 et al. (Cons.) included 808 

conducting workshops related to gas banking and allocation of storage costs. 809 

According to Ameren, the results of the gas banking workshops have been fully 810 

incorporated into proposed cost of service and rate design. (Company response 811 

to Staff DR PR 3.09) 812 

 813 

Q.  Please describe Rider TBS generally. 814 
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A.  Rider TBS sets forth a subscribable balancing service being offered by AIU. It 815 

outlines the election process, bank capacity options, bank capacity limit, and cost 816 

allocation method. (Ameren Ex. 14.0G, p. 8) 817 

 818 

Q.  How is Rider TBS related to cost of service and rate design? 819 

A. As part of Ms. Althoff’s rate design, she has determined the effect on various 820 

base rates, which will occur once Rider TBS becomes operational. Specifically, 821 

transportation banking services costs were removed from transportation-related 822 

base rates in Rates GDS-2, GDS-3, GDS-4, and GDS-5. This removal of costs 823 

from the calculation of transportation base rates will result in lower proposed 824 

base rates. For example, the Rider TBS associated costs allocated to GDS-5 will 825 

result in a lower Delivery Charge for customers taking this service. (Ameren Ex. 826 

13.0G, p. 18) 827 

 828 

Q.  What considerations guide the implementation of Rider TBS? 829 

A. There are two considerations: 830 

 831 

1. First, there are policy considerations regarding the unbundled, subscribable 832 

banking service presented in Ameren Illinois’ Rider TBS. Such policy 833 

considerations are addressed in Staff witness Sackett’s direct testimony. (ICC 834 

Staff Ex., 13.0, pp. 12-28) 835 

 836 
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2. Second, there is a cost of service consideration. In order to adhere to its policy of 837 

setting rates based on cost, the Commission must begin with a cost of service 838 

study that accurately measures cost of service. Rider TBS rates were determined 839 

in Ms. Althoff’s rate design analysis, and her rate design is directly tied to 840 

Ameren’s Initial gas ECOSS. However, as discussed above, this Initial ECOSS 841 

does not provide an accurate measure of cost of service. 842 

 843 

Q.  How are these two considerations related to each other? 844 

A. For Rider TBS to be approved, I believe it should not only make sense from a 845 

policy perspective, but the Company must demonstrate that the rates charged 846 

under the rider are reasonable, i.e., cost based. If the proposed rider satisfies the 847 

policy criteria but does not meet the cost standard, then it should not be 848 

approved.  849 

 850 

In this proceeding, I believe the proposed rider does not meet the cost standard. 851 

Thus, implementation of Rider TBS should be delayed until the Company files a 852 

valid supportable cost of service study, which would presumably occur in 853 

Ameren’s next rate case. Therefore, I recommend that Rider TBS not be 854 

approved in this rate case.  855 

 856 

Q. If Rider TBS is approved in this case, are there any issues that need 857 

discussion? 858 
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A. Yes. Under the Company’s Rider TBS proposal, the rider would become effective 859 

at the end of this case, but transportation customers would not be charged under 860 

Rider TBS until May 1, 2012. This scenario of events results in a situation in 861 

which two sets of base rates for transportation customers must be approved for 862 

Rates GDS-2, GDS-3, GDS-4 and GDS- 5. 863 

 864 

 From the end of the rate case through April 30, 2012, transportation banking 865 

services costs would continue to be recovered through the transportation base 866 

rates. This would entail one set of rates. 867 

 868 

 After May 1, 2012, transportation banking services costs would be removed from 869 

the revenue requirement and, instead, would be recovered through Rider TBS. 870 

This would entail a second set of base rates for transportation customers. 871 

 872 

 Therefore, if the Commission approves Rider TBS, both of these sets of base 873 

rates for transportation customers must be determined and approved in this 874 

case. 875 

 876 

VII. TARIFF PROVISIONS / LANGUAGE CHANGES 877 

 878 

Q. Are there any changes that the Company proposes in the Standards and 879 

Qualifications section for Electric Service? 880 
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A. Yes.  The Company proposed language changes to 1st Revised Sheet No. 881 

4.019, included as page 1 of AIC’s Schedule E-2, under the section Additional 882 

Points of Delivery [2. (b)], and on 1st Revised Sheet No. 4.023, included as page 883 

2 of AIC’s Schedule E-2, under the section Metering [4. A. (a) and (b)]. 884 

 885 

1st Revised Sheet No. 4.019 886 

Q. What changes are being proposed to 1st Revised Sheet No. 4.019, 887 

Additional Points of Delivery [2. (b)]? 888 

A. The Company proposes modifications to AIC’s Standards and Qualifications for 889 

Electric Service to accommodate multiple points of delivery. Specifically, the 890 

company is proposing to add the following language: 891 

b) Customer’s anticipated new Demand will be 10,000 kW or greater, and 892 

Company shall not be required to provide and maintain more than one 893 

point of delivery for each 5,000 kW of new capacity contracted for or 894 

reserved for Customer, provided that Customer shall pay in advance 895 

for the installation and removal of such equipment as well as any 896 

applicable Excess Facilities charges. 897 

 898 

Q. How would a customer’s anticipated new demand of 10,000 kW or greater 899 

be calculated? 900 

A. In response to Staff DR PR 4.01, the Company stated that “A customer’s 901 

anticipated new demand will be a result of discussions with the customer. These 902 

discussions will outline the type of equipment to be added, horsepower ratings, 903 

kVa ratings, voltage, amperage and power factor as well as hours of intended 904 

operation. This information will then be combined with existing load data to 905 

determine the expected incremental kW and kVa.” 906 
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 907 

 Q. With respect to installation and maintenance of more than one point of 908 

delivery for each 5,000 kW of new capacity, what is the approximate cost of 909 

installation and removal of “such equipment” as well as any applicable 910 

Excess Facilities charges that the customer will have to pay? 911 

A. In response to Staff DR PR 4.01, the Company explained that “Costs will vary by 912 

customer, depending on their unique requirements. Customers paying a Non-913 

Refundable Contribution equal to 1.9 times the installation cost will in effect have 914 

paid the installation and removal cost associated with any new electrical 915 

equipment. (See Standards and Qualifications, Sheet 4.018) Customers 916 

amending a rental agreement will be required to pay upfront any applicable 917 

installation and removal costs and an increased monthly rental based on the 918 

salvable value of the incremental equipment.” 919 

 920 

Q. Why does Ameren propose that paragraph [2. (b)]on its proposed 1st 921 

Revised Sheet 4.019 be included?  922 

A. In response to Staff DR GER 3.06, the Company explained that:  923 

 Customers falling under the provisions of paragraph 2 (a) of proposed 924 

Sheet 4.019 are not required to pay additional cost (“At the Company's 925 

sole discretion, the Company may choose to provide service through 926 

additional Points of Delivery to affect economies or if required to render 927 

safe and adequate services, at no additional cost to Customer”). Nothing 928 

in AIC’s response to Staff data request GER 2.06 subpart c) (dated April 929 

4) was intended to contradict the language “at no additional cost to 930 

Customer” in paragraph 2(a).  Conversely, customers falling under the 931 

provisions of paragraph 2 (b) are exercising an option that the Company 932 

does not view as necessary to affect economies or required to render safe 933 

and adequate service. In these situations, customers initiating the request 934 

are required to pay for the incremental cost of the extra service. 935 
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 936 

1st Revised Sheet No. 4.023 937 

Q. What changes are being proposed to 1st Revised Sheet No. 4.023, Metering 938 

[4. A. (a) and (b)]? 939 

A. This section was amended to include clarifications to describe under which 940 

conditions the Company may agree to combine meter readings taken at multiple 941 

points of delivery for a single premise. Specifically, the Company is proposing to 942 

add the following language: 943 

a) Company may combine meter readings taken at multiple points of delivery 944 

for a single premises provided that Company installs and maintains the 945 

meters and equipment needed to measure the usage of Company Service 946 

as well as systems necessary to combine data from multiple Points of 947 

Delivery. Customer shall pay in advance for the installation and removal of 948 

such equipment, as well as any applicable Excess Facilities charges; and 949 

 950 

b) Customer receiving combination of meter readings taken at multiple points 951 

for delivery for a single premises indemnifies the Company for any tax 952 

liability, or other government mandated cost, that is imposed on the 953 

Company irrespective of the provision allowing combination of meter 954 

readings taken at multiple points of delivery. 955 

 956 

Q. With respect to installation and maintenance of the meters and equipment, 957 

what is the approximate cost of installation and removal of “such 958 

equipment” as well as any applicable Excess Facilities charges that the 959 

customer will have to pay? 960 

A. In response to Staff DR PR 4.02, the Company explained that “Costs will vary by 961 

customer, depending on their unique requirements. Customers paying a Non-962 

Refundable Contribution equal to 1.9 times the installation cost will in effect have 963 

paid the installation and removal cost. (See Standards and Qualifications, Sheet 964 
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4.018) Customers amending a rental agreement will be required to pay upfront 965 

any applicable installation and removal costs, and the monthly rental on the 966 

salvable equipment cost.” 967 

 968 

Q. Which party will have to pay for any tax liability, or other government 969 

mandated costs that are imposed on the Company? 970 

A.  In response to Staff DR PR 4.02, the Company explained that “AIC will pay the 971 

tax liability, or other government mandated costs, imposed on it. AIC will also bill 972 

the customer receiving service under the provision (combination of meter 973 

readings taken at multiple points for delivery for single premises) for any such tax 974 

liability or other government mandated cost imposed on the Company.” 975 

 976 

Q. Does the Company provide further justification for the proposed changes? 977 

A. Yes. The Company provided an in-depth rationale for the proposed changes in 978 

response to DRs GER 2.6, 2.7, 3.4, 3.5, & 3.6. I have reviewed the Company 979 

responses and found them to be satisfactory. 980 

 981 

Q. Do you recommend approval of the proposed tariff changes? 982 

A.  Yes.  I believe that the Company provided sufficient justification for the proposed 983 

language additions. Therefore, I recommend adopting the proposed language 984 

changes for Sheet 4.019 and Sheet 4.023. 985 

 986 

Q. Does this complete your prepared direct testimony? 987 
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A. Yes, it does. 988 


