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ILLINOIS COMMERCE COMMISSION 1 

DOCKET Nos. 11-0279, 11-0282 (Cons.) 2 

REBUTTAL TESTIMONY OF  3 

KAREN R. ALTHOFF 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Karen R. Althoff.  My business address is 370 S. Main Street, Decatur, 9 

Illinois 62523.  10 

Q. Are you the same Karen R. Althoff who provided direct testimony and 11 

supplemental direct testimony in this proceeding? 12 

A. Yes, I am. 13 

II. PURPOSE OF TESTIMONY 14 

Q. What is the purpose of your rebuttal testimony in this proceeding? 15 

A. The purpose of my rebuttal testimony is to respond to the direct testimonies of the Illinois 16 

Commerce Commission Staff (Staff) witnesses, Mr. Philip Rukosuev and Ms. Bonita Pearce; the 17 

People of the State of Illinois and the Citizens Utility Board (AG/CUB) witness, Mr. Scott 18 

Rubin; Illinois Industrial Electric Consumers (IIEC) witness, Mr. Robert Stephens; and Grain 19 

and Feed Association of Illinois (GFAI) witness, Mr. Jeffrey Adkisson.   20 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 21 
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A. Yes.  I am sponsoring the following exhibits: 22 

 Ameren Exhibit 33.1: Gas ECOSS Summary– Rate Base, Expenses and Rates 23 
of Return 24 

 Ameren Exhibit 33.2: Rate Zone Summary of Unbundled Cost of Service 25 
Results at Present and Proposed Rates 26 

 Ameren Exhibit 33.3: Rate Zone Gas ECOSS Summary Results– Current and 27 
Proposed Rates of Return and Per Them Rates with 28 
Constrained Revenue Targets 29 

 Ameren Exhibit 33.4: Development of Proposed Revenue Targets 30 

 Ameren Exhibit 33.5: Development of Proposed Rate Design 31 

 Ameren Exhibit 33.6: Gas ECOSS Results Based on Proposed Rates and 32 
Revenue Levels  33 

 Ameren Exhibit 33.7: Summary of Present and Proposed Revenue Increases 34 
on Base and Total Revenues By Rate Class  35 

 Ameren Exhibit 33.8: Comparison of Present and Proposed Rate Structure  36 

 Ameren Exhibit 33.9: Residential Bill Impact Comparisons at Various Usage 37 
Level 38 

 Ameren Exhibit 33.10: Ameren Illinois Company Jurisdictional Operating 39 
Revenue (Schedule E-5) 40 

 Ameren Exhibit 33.11: Ameren Illinois Company ratios for individual FERC 41 
accounts  42 

Q. What is the intent of the above exhibits?   43 

A. All except one of the above exhibits are updates to exhibits presented in my direct 44 

testimony.  These relate to the ECOSS results, rate design, and subsequent tariff rates by Rate 45 

Zone.  Ameren Exhibit 33.11 was prepared to address Staff witness, Mr. Rukosuev’s direct 46 

testimony.   47 
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III. RESPONSE TO STAFF WITNESS, MR. RUKOSUEV 48 

Q. What are Mr. Rukosuev’s recommendations with respect to AIC’s gas ECOSS? 49 

A. He recommends that the Illinois Commerce Commission (Commission) reject the 50 

Company’s initial gas ECOSS filed in this proceeding (Initial Gas ECOSS), as a basis for setting 51 

rates in this case because the Ameren Illinois Compay d/b/a Ameren Illinois' (AIC or Company) 52 

approach is inconsistent with the Commission’s Final Order in Docket No. 10-0517.  He also 53 

claims the Company’s gas ECOSS by Rate Zone (Rate Zone ECOSS), submitted in response to 54 

the ALJ’s deficiency letter, are unreasonable tools for designing rates.  55 

Q. Please summarize your response to Mr. Rukosuev’s rejection of AIC’s Initial and 56 

Rate Zone gas ECOSS. 57 

A. It was AIC’s position at the time of our direct filing to submit one consolidated AIC 58 

ECOSS; however, AIC then provided the Rate Zone ECOSSs in response to the ALJ’s first 59 

Deficiency Letter on March 24, 2011.  Therefore, I believe that any concerns with the Initial Gas 60 

ECOSS were resolved in the deficiency process.  Mr. Rukosuev, however, also has concerns 61 

with the Rate Zone Gas ECOSS.  Upon review of his concerns, AIC has determined that the Gas 62 

Rate Zone ECOSS can be revised so that Mr. Rukosuev’s concerns are addressed and the Rate 63 

Zone ECOSS can be used to set rates. As such, AIC has developed revised ECOSSs by Rate 64 

Zone in rebuttal (Corrected ECOSS), presented in Ameren Exhibits 33.1 through 33.3 and 65 

Ameren Exhibit 33.6. A Summary of Present and Proposed Revenue Increases is provided as 66 

Ameren Exhibit 33.7.  Table 1 below reflects a comparison of the rates of return by GDS class 67 

and total per AIC’s Initial ECOSS, the Rate Zone ECOSSs prepared per the deficiency letter, and 68 

Corrected ECOSSs prepared for rebuttal.  As this exhibit shows, the rates of return by Rate Zone 69 

and Class are very comparable between the Rate Zone ECOSSs and Corrected ECOSSs.  The 70 
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below table shows slight difference in the Total for Rate Zone III due to the correction of the 71 

high pressure/low pressure therms for Rate Zone III’s GDS-4 as filed in my supplemental direct. 72 

Table 1 73 

GDS‐1 GDS‐2 GDS‐3 GDS‐4 GDS‐5 Total

AIC Initial Filing 4.94% 4.64% 1.51% 1.59% 3.72% 4.34%

RZI Deficiency 3.71% 4.20% 2.96% 18.44% ‐15.78% 4.66%

RZI Rebuttal 3.33% 4.06% 5.16% 21.67% ‐14.92% 4.65%

RZII Deficiency 3.95% ‐0.70% ‐6.64% ‐2.94% ‐4.36% 1.05%

RZII Rebuttal 3.40% 0.12% ‐7.65% ‐2.29% ‐6.59% 1.12%

RZIII Deficiency 5.58% 8.38% 5.61% ‐2.44% 19.27% 5.21%

RZIII Rebuttal 5.23% 7.04% 4.50% ‐0.37% 18.92% 5.06%

Comparison of Rates of Return by GDS Class

Ameren Illinois Company

 74 

Q. Mr.  Rukosuev then recommends that the Commission reject the Company’s 75 

proposed class revenue allocations and rate design.  How do you respond? 76 

A. The Corrected ECOSSs can be used to set rates.  As discussed below, the Corrected 77 

ECOSSs have been revised to realign the individual FERC account balances by Rate Zone which 78 

addresses Staff’s concerns.  Mr. Rukosuev’s primary concern was with the accuracy of plant 79 

balance data at the FERC account level (he was not concerned with the data at the general 80 

functional category level).  The adjustments made to the Rate Zone FERC account balances that 81 

AIC is reflecting in AIC’s rebuttal ECOSSs are in alignment with balances at September 30, 82 

2010 immediately before the merge of the three legacy companies.   Additionally, Ameren 83 

Exhibit 33.11 provides a side-by-side comparison of the percentages of the dollar values by Rate 84 

Zone of the individual FERC plant accounts and accumulated depreciation.  As I stated 85 
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previously, the rates of return by GDS class as provided in Table 1 shows that the relationship of 86 

the rates of return by Rate Zone level in the individual Rate Zone and Corrected ECOSSs are all 87 

relatively comparable.  This shows that while the individual FERC account level were not in 88 

perfect alignment with Docket Nos. 09-0306 (Cons.), the impact to the rate classes were minor 89 

and as such, class revenue allocations and rate design was not immaterially impacted by the 90 

FERC account allocations.   Ameren Exhibit 33.4 provides the allocation of the requested 91 

revenues as determined by the Rate Zone ECOSSs but constrained to achieve rate uniformity and 92 

Ameren Exhibit 33.5 provides the rate design based on the Corrected ECOSSs. 93 

Q. One of Mr. Rukosuev’s concerns is that AIC does not directly explain why it 94 

decided to file only the Initial ECOSS.  How do you respond? 95 

A. AIC’s Initial ECOSS was presented in accordance with AIC’s interpretation of the Part 96 

285 rules.  The initial filing was made prior to the Order in Docket 10-0517.  Subsequently, AIC 97 

received the ALJ’s initial deficiency letter and the Docket 10-0517 order, which required AIC to 98 

produce the Rate Zone ECOSSs.  At that time, AIC complied with the ALJ’s deficiency and the 99 

Docket 10-0517 Order and provided Rate Zone ECOSSs.   100 

Q. How does AIC address Mr. Rukosuev’s concerns about regarding how general 101 

categories of plant costs are broken down into individual FERC accounts.  102 

A. Mr. Rukosuev is correct in his interpretation of what occurred in the individual FERC 103 

account amounts allocation.  The functional categories of costs were properly aligned with 104 

Docket Nos. 09-0306 (Cons.); however, the individual FERC accounts amounts were not in 105 

alignment.  AIC has corrected for this in rebuttal, as explained by Mr. Stafford.  As I stated 106 

earlier, the rates of return by GDS class as provided in the Rate Zone and Corrected ECOSSs are 107 

relatively comparable, showing that the effect of the alignment of the individual FERC accounts 108 
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did not adversely affect the GDS classes in the ECOSSs.  Nevertheless the Corrected ECOSSs 109 

should be used for rate setting in the proceeding. 110 

Q. Do the individual FERC accounts in Docket Nos. 09-0306 (Cons.) provide a good 111 

comparison to the FERC accounts in this proceeding? 112 

A. These balances are instructional, but are based on the December 31, 2008 test year in this 113 

proceeding and thus not as precise given the age of the data.  Instead balances at September 30, 114 

2010, the date prior to the merger of the three AIC legacy companies, provides a better 115 

comparison.  This was the starting point for the allocation of the costs in our rebuttal.  Table 2 116 

below shows the actual plant balances for the period ending September 30, 2010, and Table 3 117 

shows the results of the revised (rebuttal) allocation method for the test year in this proceeding, 118 

which reflects financial information as of December 31, 2012.  As reflected in the two tables, the 119 

revised test year results by FERC account are closely aligned with the legacy companies’ plant 120 

balance amounts as of September 30, 2010. 121 

122 
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Table 2 123 

thousands of dollars AIC
Total RZ I % of Total RZ II % of Total RZ III % of Total

PLANT IN SERVICE

TRANSMISSION PLANT
  365-LAND & LAND RIGHTS
  365.2-RIGHTS OF WAY 12,241          2,154     17.6% 1,439     11.8% 8,648     70.6%
  366-STRUCTURES & IMPROV 5,314            358       6.7% 1,248     23.5% 3,708     69.8%
  367-MAINS 191,174        38,259   20.0% 50,104   26.2% 102,812 53.8%
  368-COMPRESSOR STATION EQ 2,080            68         3.3% 10         0.5% 2,001     96.2%
  369-MEAS & REG STATION EQ 35,456          3,631     10.2% 6,092     17.2% 25,733   72.6%
TOTAL TRANSMISSION PLANT 246,266        44,471   18.1% 58,893   23.9% 142,902 58.0%

DISTRIBUTION PLANT

  374-LAND & LAND RIGHTS 6,193            613       9.9% 568       9.2% 5,013     80.9%
  375-STRUCTURES & IMPROV 1,572            300       19.1% 515       32.8% 757       48.2%
  376-MAINS 681,024        157,134 23.1% 172,449 25.3% 351,441 51.6%
  378-MEAS & REG STA EQ-GEN 41,394          4,841     11.7% 9,322     22.5% 27,231   65.8%
  379-M & R STA EQ-CITY GATE 2,943            644       21.9% 1,806     61.4% 493       16.7%
  380-SERVICES 394,305        84,363   21.4% 152,306 38.6% 157,636 40.0%
  381-METERS 168,580        24,044   14.3% 49,878   29.6% 94,658   56.2%
  383-HOUSE REGULATORS 44,785          7,976     17.8% 7,167     16.0% 29,642   66.2%
  385-IND MEAS & REG STA EQ 10,727          298       2.8% 4,976     46.4% 5,453     50.8%
 TOTAL DISTRIBUTION PLANT 1,351,524      280,214 20.7% 398,986 29.5% 672,324 49.7%

Shares of Ameren Illinois Cost Accounts for Legacy Utilities at September 30, 2010

 124 

125 
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Table 3 126 

thousands of dollars AIC
Total RZ I % of Total RZ II % of Total RZ III % of Total

PLANT IN SERVICE

TRANSMISSION PLANT
  365-LAND & LAND RIGHTS
  365.2-RIGHTS OF WAY 13,548      2,429     17.9% 1,718     12.7% 9,401       69.4%
  366-STRUCTURES & IMPROV 5,882       478       8.1% 1,369     23.3% 4,035       68.6%
  367-MAINS 211,585    42,556   20.1% 54,465   25.7% 114,564    54.1%
  368-COMPRESSOR STATION EQ 2,302       115       5.0% 58         2.5% 2,129       92.5%
  369-MEAS & REG STATION EQ 39,242      4,428     11.3% 6,901     17.6% 27,913      71.1%
TOTAL TRANSMISSION PLANT 272,559    50,006   18.3% 64,511   23.7% 158,042    58.0%

DISTRIBUTION PLANT
  374-LAND & LAND RIGHTS 6,471       678       10.5% 640       9.9% 5,153       79.6%
  375-STRUCTURES & IMPROV 1,642       316       19.2% 533       32.5% 793          48.3%
  376-MAINS 711,453    164,163 23.1% 180,361 25.4% 366,929    51.6%
  378-MEAS & REG STA EQ-GEN 43,244      5,268     12.2% 9,803     22.7% 28,173      65.1%
  379-M & R STA EQ-CITY GATE 3,075       675       22.0% 1,840     59.8% 560          18.2%
  380-SERVICES 411,914    88,431   21.5% 156,884 38.1% 166,599    40.4%
  381-METERS 176,112    25,784   14.6% 51,836   29.4% 98,492      55.9%
  383-HOUSE REGULATORS 46,786      8,438     18.0% 7,687     16.4% 30,661      65.5%
  385-IND MEAS & REG STA EQ 11,690      414       3.5% 5,569     47.6% 5,707       48.8%
 TOTAL DISTRIBUTION PLANT 1,412,387 294,167 20.8% 415,153 29.4% 703,067    49.8%

Shares of Ameren Illinois Cost Accounts for Legacy Utilities Docket Nos. 11-0279 (Cons.)

 127 

Q.  Did Mr. Rukosuev have any further concern with the allocations of each Rate Zone 128 

in his direct testimony? 129 

A. Yes, Mr. Rukosuev expressed concern over the addition of the three Rate Zones’ FERC 130 

accounts, as provided in AIC’s response to the Commission’s deficiency letter, when compared 131 

to the FERC accounts provided in AIC’s direct filing on a consolidated AIC basis.  Table 4 132 

below shows that there are still relatively small differences between Ameren Illinois’s initial 133 

filing (Initial ECOSS) and the revised Rate Zone balances (Corrected ECOSS).  However, the 134 

sum of the Rate Zone balances do tie to the revised AIC total by FERC accounts. 135 

136 
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Table 4 137 

Comparison of Total Company

Total ECOSS Total ECOSS

Rate Zone I Rate Zone II Rate Zone III Rate Zones Initial Difference

thousands of dollars

PLANT IN SERVICE

PRODUCTION PLANT
  304-LAND AND LAND RIGHTS 64              0 0 64              0 64          
  305-STRUCTURES & IMPROVEMENTS 64              0 0 64              0 64          
  311-LIQUEFIED PET. GAS EQUIPMENT (70)             0 0 (70)             57                  (127)       
  325-OTHER LAND & LAND RIGHTS 1                0 0 1                1                    0
  334-FIELD MEAS & REGUL STAT EQUIP 11              0 0 11              11                  0
TOTAL MANUF & GATHERING GAS PROD PLT 70              0 0 70              69                  1            

UNDERGROUND STORAGE PLANT
  TRANSPORATION 7,740          11,201         19,685         38,626        38,617            9            
  SALES 30,018        43,438         76,344         149,800      149,765          35          
  TOTAL UNDERGRND STORAGE PLT 37,758        54,639         96,029         188,426      188,381          45          

TRANSMISSION PLANT
  365-LAND & LAND RIGHTS 2,429          1,718          9,401           13,548        13,726            (178)       
  366-STRUCTURES & IMPROV 478            1,369          4,035           5,882          5,965             (83)         
  367-MAINS 42,556        54,465         114,564        211,585      211,820          (235)       
  368-COMPRESSOR STATION EQ 115            58               2,129           2,302          2,333             (31)         
  369-MEAS & REG STATION EQ 4,428          6,901          27,913         39,242        38,713            529        
  TOTAL TRANSMISSION PLANT 50,006        64,511         158,042        272,559      272,557          2            

DISTRIBUTION PLANT
  374-LAND & LAND RIGHTS 678            640             5,153           6,471          6,497             (26)
  375-STRUCTURES & IMPROV 316            533             793              1,642          1,574             68
  376-MAINS 164,163      180,361       366,929        711,453      709,595          1,858
  378-MEAS & REG STA EQ-GEN 5,268          9,803          28,173         43,244        41,242            2,002
  379-M & R STA EQ-CITY GATE 675            1,840          560              3,075          2,911             164
  380-SERVICES 88,431        156,884       166,599        411,914      413,090          (1,176)
  381-METERS 25,784        51,836         98,492         176,112      180,746          (4,634)
  383-HOUSE REGULATORS 8,438          7,687          30,661         46,786        45,309            1,477
  385-IND MEAS & REG STA EQ 414            5,569          5,707           11,690        11,424            266
 TOTAL DISTRIBUTION PLANT 294,167      415,153       703,067        1,412,387   1,412,388       (1)  138 

Q. Why do these differences still exist? 139 

A. The explanation of these differences can be found in AIC witness Mr. Ron Stafford’s 140 

testimony.   141 

Q. Do the Corrected ECOSSs, from which Table 4 is developed, include any 142 

adjustments to AIC’s requested gas rate increase amount, as reflected in Mr. Stafford’s 143 

rebuttal testimony? 144 
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A. No.  The studies do not include such adjustments.  The revenue requirements and cost 145 

inputs to the models are consistent with AIC’s initial rate filing request. 146 

Q. Have you provided an exhibit comparing, on a percentage basis, the individual 147 

FERC account shares per AIC’s Rate Zone, as Mr. Rukosuev provided in his direct 148 

testimony?  149 

A. As previously stated, Ameren Exhibit 33.11 provides percentages and comparisons of the 150 

individual FERC accounts by Rate Zone per AIC’s Corrected ECOSS, the Rate Zone ECOSS 151 

and at September 30, 2010,  which should alleviate Mr. Rukosuev’s FERC account concerns.  152 

The results of the ECOSSs individual FERC account allocation are now in alignment with the 153 

previous rate case.  I believe that AIC has addressed Mr. Rukosuev’s concerns as can be seen 154 

with the Rate Zone rates of return comparisons on Ameren Exhibit 33.11.  In viewing the Rate 155 

Zone ECOSS percentages, where the individual FERC account level was not in alignment with 156 

the previous rate proceeding, to the Corrected ECOSS percentages that are in alignment with the 157 

previous case, the rates of return show the similar relationship by rate class. 158 

Q. What is Mr. Rukosuev’s position on the class cost allocators used in the gas 159 

ECOSS? 160 

A. He finds “the cost allocations to be consistent with the Ameren approach that the 161 

Commission approved in Docket Nos. 09-0306/09-0311 (Cons.) and Docket Nos. 07-0585/07-162 

0590 (Cons.)” and therefore, that AIC’s choice of allocators for its as ECOSSs is acceptable for 163 

ratemaking purposes.  I agree with his conclusion.   164 

Q. Are his concerns only with allocating costs within Rate Zones to customer classes?  165 
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A. Yes. Mr. Rukosuev states, “Because the general categories of costs are based on actual 166 

costs within the [R]ate [Z]ones, it does not undermine the usefulness of the Rate Zone ECOSSs 167 

in gauging the overall performance of the three [R]ate [Z]ones in recovering their respective 168 

costs.”   169 

Q. Mr. Rukosuev asserts that AIC does not know how classes recover their respective 170 

costs within the former AmerenCIPS (Zone I), AmerenCILCO (Zone II) and AmerenIP 171 

(Zone III) utilities.  How do you respond? 172 

A. As I understand it, Mr. Rukosuev’s concern is that “a revenue allocation approach for 173 

residential customers in Rate Zone I may not be appropriate for those in Rate Zone III”.  This 174 

concern is addressed by the Corrected ECOSSs by Rate Zone as discussed above.  AIC believes 175 

the driver for customer class cost allocations rest in the various allocations methodologies in an 176 

ECOSS.  If these allocation methodologies are consistent by Rate Zone then the revenue 177 

allocations across the customer classes should be relatively close.  As shown on Table 1, rates of 178 

return by customer class are relatively comparable between the Rate Zone ECOSS and the 179 

Corrected ECOSSs. 180 

Q. Mr. Rukosuev’s rate design recommends moving half the distance from equal 181 

percentage, across-the-board increases to fully cost-based revenue allocations for the three 182 

Rate Zones in the Company’s three electric ECOSS.  What is your response to his proposed 183 

approach? 184 

A. AIC accepts, with modification, the proposed rate design that Mr. Rukosuev has 185 

recommended in his direct testimony regarding moving half the distance from equal percentage, 186 

across-the-board increases to full cost-based revenue allocations for AIC’s Rate Zones.  AIC 187 

proposed to modify Mr. Rukosuev’s across the board application of the increase to rate classes.  188 
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Specifically, AIC proposes to move individual rate classes toward cost based rates subject to a 189 

constraint that no class exceed an increase of 1.50 times the overall average increase allocated to 190 

the respective rate zone.  AIC’s rebuttal constrained revenue proposal is set forth in Ameren 191 

Exhibit 33.4  192 

Q. Does Mr. Rukosuev support moving to uniform rates? 193 

A. He appears to. On page 16, line 356 of his direct testimony, he concludes that, “For 194 

example, Rate Zones I, II and III earn rates of returns of 4.66%, 1.05% and 5.21% respectively, 195 

under current rates. These results would suggest that Rate Zones I and III should receive a 196 

smaller increase than Zone II and they thereby provide support for moving closer to uniform 197 

rates as AIC proposes.”  This is consistent with recent Commission orders in AIC’s rate cases.  198 

As stated in the Order to ICC Docket Nos. 07-0585 (Cons.), “the Commission will be interested 199 

in returning to uniform customer, meters, and distribution delivery charges among the customers 200 

of the three [AIU] utilities to the extent that doing so is prudent.”  This general statement was 201 

repeated in ICC Docket Nos. 09-0306 (Cons.).  202 

Q. Is his approach consistent with a move towards uniform prices? 203 

A. No, as he admits.  He concludes that by applying different percentage increases to present 204 

charges for the three Rate Zones, his proposal would have the effect of moving away from 205 

uniformity for individual charges.  Accordingly, AIC has built into our rate design proposal a 206 

revenue constraint of 1.50 to achieve rate uniformity over time.  The benefits of price uniformity 207 

include administrative efficiency now that AIC is one operational company and customers 208 

pricing consistency across Rate Zone.  209 

Q. Why should AIC’s proposal be adopted instead of Staff’s? 210 
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A. AIC’s approach also addressed cost based ratemaking for individual rate classes.  Mr. 211 

Rukosuev’s proposal does not.  Mr. Rukosuev stops short of recommending cost based changes 212 

to rate classes due to concerns about the Rate Zone ECOSSs.  Those concerns have been 213 

addressed.  Revenue allocation and rate design should move toward cost based rates, which in 214 

this case also moves pricing toward uniformity.  My alternative rate constraint determination is 215 

provided in Ameren Exhibit 33.4, with my rate design provided on Ameren Exhibit 33.5. 216 

Q. Mr. Rukosuev also asserts that the Company did not provide adequate cost support 217 

for its proposal to conform the GDS-2 Customer Charge rate structure for Rate Zone III to 218 

that of Rate Zones I and II.   How do you respond? 219 

A. I disagree with Mr. Rukosuev.  The development for the GDS-2 Customer Charges for 220 

Rate Zone III was provided in Ameren Exhibit 13.7.  Also, as I stated, the Commission would 221 

like AIC to provide uniform prices throughout the Rate Zones.  As such, adding the additional 222 

tier to the Customer Charge for Rate Zone III will align it with Rate Zones I and II.  223 

Additionally, this tier would also aid in mitigating bill impacts experienced by customers in this 224 

GDS class.    225 

Q. Did Mr. Rukosuev express concern with the development of GDS-4 rate design?   226 

A. Yes, Mr. Rukosuev expressed concern given the rate design presented in our direct 227 

testimony was not based on individual Rate Zone ECOSSs along with the concern over the 228 

FERC account alignment.  As noted in Table 1, the rates of return by Rate Zone under the Rate 229 

Zone and under the Corrected ECOSSs are similar; thus, the FERC account level allocations by 230 

Rate Zone did not undermine the cost of service foundation as Mr. Rukosuev alleges.  I do agree 231 

that the rates of return for GDS-4 by Rate Zone do vary; as such, the separate ECOSSs do 232 

provide better cost-based support for this customer class.    233 
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Q. Mr. Rukosuev further asserts that the Company did not provide cost-based 234 

supporting information as to why Rate Zones I, II, and III GDS-4 should be moved toward 235 

price uniformity.  How do you respond? 236 

A. The pricing structure of GDS-4 includes three components:  Customer Charge, Delivery 237 

Charge and Demand Charges.   Presently, Rate Zone I lacks Demand Charges; as such, the 238 

approach to the development of rate design for GDS-4 was done to achieve rate structure 239 

uniformity along with pricing uniformity over time.  AIC’s approach to rebuttal rate design for 240 

GDS-4 was to align prices which relatively matched the Demand and Customer components of 241 

the ECOSSs by Rate Zone.  However, AIC balanced this with bill impacts.  Our rebuttal 242 

approach should address Mr. Rukosuev’s concerns given the separate ECOSSs. 243 

Q. What was AIC’s approach for the development of the Customer Charges for the 244 

Rate Zones?   245 

A. For Customer Charges, AIC tried to balance the present rate differential for Rider S - 246 

System Gas Service (Rider S) and Rider T - Transportation Service (Rider T) customers by Rate 247 

Zone, but align these prices closer by Rate Zone in order to achieve uniform rates over time.  For 248 

the Customer Charge, it is proposed that this be based on Maximum Daily Contract Quantity 249 

which will be in alignment with the billing determinants of the Demand Charge versus average 250 

use.  The development of the Customer Charge used judgment regarding the level of the current 251 

Customer Charges for each Rate Zone to ensure significant bill impacts did not occur coupled 252 

with ensuring the level of proposed Customer Charge revenues were in alignment with the 253 

individual Rate Zones’ ECOSS Customer Components costs as shown on Ameren Exhibit 33.2. 254 

Q. How were Delivery Charges determined for the Rate Zones? 255 
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A. Rate Zone II and III’s current Delivery Charge rate were escalated by the GDS-4 class 256 

percentage increase by each Rate Zone.  For Rate Zone I, AIC lowered the proposed Delivery 257 

Charge rates considerable given the introduction of Demand Charges given these customers now 258 

have the appropriate demand metering installed.   259 

Q. Please explain AIC’s approach to the development of the Rate Zones’ Demand 260 

Charges.    261 

A. Regarding the Demand Charges development, AIC took the same relationship approach 262 

for Rate Zones II and III as it did for the Delivery Charges, by escalating the rates by the GDS-4 263 

class’s percentage increase.  However, as stated above, Rate Zone I previously did not have 264 

demand meters installed, thus these Demand Charges were developed based on the residual of 265 

the Corrected ECOSS’s Demand Components (shown on Ameren Exhibit 33.2) after the 266 

proposed Delivery Charge revenues were developed.  Based on the results of the Rate Zone I 267 

Corrected ECOSS’ Demand Component costs, Demand Charges for Rate Zone I could have been 268 

set higher by 85-117% for Riders S customers (under and over 60 PSIG) and 73 – 91% higher 269 

for customers (under and over 60 PSIG) if Delivery Charges were set to zero.  However, due to 270 

bill impact minimization, AIC set the Demand Charges at lower levels as shown on Ameren 271 

Exhibit 34.5.  The MDCQ Overrun Demand Charges for all Rate Zones were priced by 2 times 272 

the various types of MDCQ Overrun Demand Charges as historically established. 273 

Q. Will the proposed gas rates as presented in rate design on Ameren Exhibit 33.5 need 274 

updating based on the Order received in this proceeding? 275 

A. Yes, gas rates will need revised based on the gas revenue requirement that the 276 

Commission approves in its Final Order.  It is recommended that this be handled on an across the 277 

board basis to achieve the rate revenue level approved. 278 



Ameren Exhibit 33.0 
Page 16 of 29 

Q. Regarding Rider TBS - Transportation Bank Service, Mr. Rukosuev argues 279 

implementation of the rider should be delayed until the Company files a valid supportable 280 

cost of service study.  Do you agree? 281 

A. I do not agree with Mr. Rukosuev regarding the Rider TBS - Transportation Bank Service 282 

(Rider TBS) cost development.  Mr. Rukosuev’s primary concerns with the Rate Zone ECOSSs 283 

have been addressed as discussed above.  Further, his comments were with individual FERC 284 

account Rate Zone allocations.  Rider TBS costs are based on the functional FERC classes.  285 

Ameren Exhibit 13.2 reflected $32.5 million of Underground Storage Gas while the Corrected 286 

ECOSS in total also reflect $32.5 million of Underground Storage (see Ameren Exhibit 33.2).  287 

Additionally, as I stated earlier, the allocation of costs to the customer classes are based upon 288 

various allocation methodologies, which Staff has accepted.  Since the allocation for 289 

underground gas storage is held uniform whether for AIC total or by Rate Zone, the allocation to 290 

the customer classes utilizing Rider TBS is relatively consistent.  As such, Rider TBS should be 291 

approved given our customers’ desire for alternative banking services as outlined by AIC witness 292 

Mr. Timothy Eggers.   In addition, Mr. Rukosuev’s position appears wholly inconsistent with the 293 

position of Staff witness Mr. Sackett, who believes Rider TBS can be implemented, subject to 294 

various modifications.   295 

Q. Will the rates as presented in your direct testimony on Ameren Exhibit 13.7 for 296 

Rider TBS be adjusted in any manner? 297 

A. Yes, the rates developed for Rider TBS, on Ameren Exhibit 13.7, will need adjusted and 298 

are updated on Ameren Exhibit 33.5.  While Mr. Sackett is recommending approval of Rider 299 

TBS, he does offer an alternative proposal in the cost development between sales and transport 300 

customers.  If the Commission approves his recommendation, the ECOSS will need to be re-run 301 
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to comply with the Order.  AIC witness Mr. Eggers discusses the impacts if Mr. Sackett’s 302 

recommendation is approved.   303 

IV. RESPONSE TO AG/CUB WITNESS, MR. RUBIN 304 

Q. What is Mr. Rubin’s concern regarding gas rate design? 305 

A. He believes AIC’s gas customer charge is too high. He asserts that certain of AIC’s costs 306 

recovered through the customer charge are not “fixed” and so more costs should be recovered 307 

through the variable charge.   308 

Q. Are most of AIC’s costs fixed? 309 

A. Yes.  The vast majority (over 97%) of the costs that AIC is seeking to recover are “fixed” 310 

in nature as they include tangible “fixed” assets that are installed to delivery gas regardless of the 311 

amount of usage, as well as customer costs.  These costs do not vary with the amount of therms 312 

used by customers nor do they change from billing period to billing period with the usage.  313 

Because these costs are fixed, it is important to send the correct pricing signals to customers: 314 

recovering fixed costs through an accurate pricing mechanism (the fixed customer charge) and 315 

not through the application of a variable charge.    316 

Q. Please discuss why AIC’s gas costs are primarily fixed costs. 317 

A. AIC’s costs can be divided into certain cost categories, including: distribution mains, 318 

storage facilities, services, meters, customer billing costs etc.  As I explain, the costs in each 319 

category do not vary by amount of customer usage.  First, Mr. Rubin is in agreement that AIC’s 320 

“fixed” costs include “distribution mains, storage facilities, and other types of distribution 321 

facilities and related operations and maintenance costs”.   Distribution mains are installed to 322 

provide service for all of our customers.  Once installed, the costs of these assets will not vary 323 
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over the life of the rates in effect to recover these costs and neither will the cost vary with 324 

monthly usage.  Mr. Rubin has focused solely on the assets classified as “capacity” in AIC’s 325 

ECOSS to determine his 45% of “fixed” costs for GDS-1; however, AIC has other fixed costs 326 

classified as “customer”.  Second, AIC also has fixed assets such as meters and services. Given 327 

the principles of ECOSS development, these assets are classified under “Customer Components” 328 

on Ameren Exhibits 13.2G and 33.2 since these assets are based on the number of customers that 329 

AIC serves.  These assets also do not vary with the amount of consumption that a customer uses.  330 

They are installed to deliver gas regardless of the amount of monthly therm usage; i.e., summer 331 

usage at lower level or winter usage at higher levels.  Third are Customer Installations. 332 

According to the Code of Federal Regulation’s Uniform System of Accounts, Account 879 – 333 

Customer installation expenses includes the cost of labor, materials used and expenses incurred 334 

in work on customer premises (other than expenses included in Account 878, Meter and House 335 

Regulator Expenses), including the cost of serving customer-owned appliances when the cost of 336 

such work is borne by the utility.  Fourth is Meter Reading Expense. Account 902 – Meter 337 

reading expenses include the cost of labor, materials used and expenses incurred in reading 338 

customer meters, and determining consumption when performed by employees engaged in 339 

reading meters.  Fifth are expenses related to customer administration and billing, such as 340 

Customer Records and Collection Expense, and Uncollectible Accounts.  These are also costs 341 

that do not vary with usage. Account 903 – Customer records and collection expenses include the 342 

cost of labor, materials used and expenses incurred in work on customer applications, contracts, 343 

order, credit investigations, billing and accounting, collections and complaints.  Account 904 – 344 

Uncollectible accounts is charged with amounts sufficient to provide for losses from 345 

uncollectible utility revenues.  In reviewing these descriptions, except for Account 904, expenses 346 
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incurred are not related to the amount of customers’ monthly usage.  For example, in Account 347 

902, meters are read regardless whether a customer uses 5 therms, 50 therms or 500 therms.  A 348 

low-use customer’s meter must be read, just like a high-use customer.  As a result, these costs are 349 

not variable with respect to through-put, and confirm that virtually all of AIC’s costs are fixed 350 

and do not vary by usage.  All told, these fixed costs account for 97% of AIC’s costs.  Therefore, 351 

it is appropriate to recover the majority of these costs through the customer charge, as AIC 352 

proposes. 353 

Q. Has the Commission previously approved recovery of significant portions of fixed 354 

charges through the customer charge?  355 

A. Yes.  AIC began recovery of 80% of its costs in the GDS-1 and GDS-2 rate classification 356 

given the Commission’s Order in ICC Docket Nos. 07-0585 through 07-0590 (Cons.), which was 357 

upheld on appeal.  Specifically, on page 237, the Order stated “AIC should modify its monthly 358 

customer charges for these classes to recover 80% of the fixed delivery services costs approved 359 

in this proceeding.”  The Order further stated “that the approved ratio of fixed costs recovered 360 

from the customer charge and volumetric rate must remain in place until at least December 31, 361 

2012”.  Given the Order in the ICC Docket referenced above, the 80% fixed cost recovery should 362 

remain as ordered.  This rate design was reaffirmed in Docket 09-0306 (Cons.).  Other recent 363 

decisions in which movement towards a Straight-Fixed-Variable (SFV) rate design include Nicor 364 

Gas, Docket 08-0363 (80% recovery of fixed cost in customer charge); Illinois-American Water 365 

Co., Docket 07-0507 (80% recovery); and Commonwealth Edison, Docket 10-0467 (50% 366 

recovery). I note particularly that Mr. Rubin’s discussion here mirrors that which he provided in 367 

Commonwealth Edison Company’s (ComEd) recent case in Docket No. 10-0467 and which the 368 

Commission rejected in that case.   369 
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Q. Please comment further on Mr. Rubin concerns. 370 

A. Mr. Rubin’s testimony spills much ink on theoretical discussion and provides only 371 

selected excerpts from cited documents.  As noted above his position was rejected in ComEd's 372 

recent case in Docket No. 10-0467.  Additionally, he provides no analysis to support application 373 

of his theories to AIC’s residential customers actual usage characteristics.  Further, his reliance 374 

on economic theory may not be appropriate in the regulatory context.  Costs traditionally thought 375 

of as “variable” in economics texts, such as labor and customer service costs do not change with 376 

short-term fluctuations in load. Ameren’s gas utility does not hire, train, and provide benefits to 377 

labor in November when load is increasing and then fire them in April when load begins to fall.  378 

Mr. Rubin’s proposal to limit fixed cost to fixed capital investment is far too narrow. 379 

Q. One of the premises of Mr. Rubin’s argument is a “social welfare” concern. What is 380 

your response to this? 381 

A. Mr. Rubin appears to assume there are subsidies by low volume customers of high 382 

volume customers and there is a social welfare benefit to avoiding such purported subsidies.  383 

AIC has performed an analysis which demonstrates that customer usage is not correlated to 384 

income status - in other words that low volume users may not be low income users, a theory Mr. 385 

Rubin’s social welfare concerns alludes to.  AIC’s analysis compared customers who qualify for 386 

Low Income Home Energy Assistance Program (LIHEAP) as a proxy for low income customers.  387 

We calculated average monthly usage for the entire set of both LIHEAP and Non-LIHEAP 388 

residential gas customers.  The results of the analysis do not indicate a correlation between 389 

income and usage.  The mean values among all of the Rate Zone observations appear relatively 390 

consistent.  Similarly, the standard deviation of the means appear relatively consistent.  The 391 
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maximum usage does appear a bit higher for the Non-LIHEAP customers, however this set 392 

contains about 10 times as many observations which leaves room for outliers. 393 

For Rate Zone I customers, average monthly LIHEAP usage was roughly 60 therms, 394 

which equals the average monthly usage of non-LIHEAP customers.  Rate Zone II customers 395 

reflect average monthly LIHEAP usage of approximately 71 therms with the Non-LIHEAP 396 

counterparts uses an average of about 67.5 therms.  In the case of Rate Zone II, customer usage 397 

was higher for LIHEAP customers, but not by a significant amount.  For Rate Zone III 398 

customers, average monthly LIHEAP usage was about 65 therms versus the Non-LIHEAP 399 

customers using an average of about 63 therms.  In the case of Rate Zone III, customer usage 400 

was again higher for LIHEAP customers, but again not by a significant amount. 401 

402 
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LIHEAP  403 

Rate Zone I 404 

Analysis Variable : Gas_Reportable_Usage 

Mean Std Dev Minimum Maximum Obs 
60.69 74.00 0 1575.00 203370

Rate Zone II 405 

Analysis Variable : Gas_Reportable_Usage 

Mean Std Dev Minimum Maximum Obs 
71.32 85.06 0 1995.00 178413

Rate Zone III 406 

Analysis Variable : Gas_Reportable_Usage 

Mean Std Dev Minimum Maximum Obs 

65.23 81.18 0 9817.00 374522

 407 

Non‐LIHEAP 408 

Rate Zone I 409 

Analysis Variable : Gas_Reportable_Usage 

Mean Std Dev Minimum Maximum Obs 

60.74 79.12 0 9998.00 1763715

Rate Zone II 410 

Analysis Variable : Gas_Reportable_Usage 

Mean Std Dev Minimum Maximum Obs 
67.49 82.06 0 12724.00 2164944

Rate Zone III 411 

Analysis Variable : Gas Reportable Usage 

Mean Std Dev Minimum Maximum Obs 

63.16 83.99 0 23500.00 4209856

For the second part of AIC’s analyses of LIHEAP and Non-LIHEAP customer usage, a 412 

random sample of customers from both subclasses was gathered and investigated.  The two sets 413 

of samples include 173 observations of LIHEAP and 289 observations of Non-LIHEAP 414 

customers.  The sampling began by selecting 50 customers at random from each legacy utility for 415 

both customer types.  The customers were identified by service point and premise number to 416 
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ensure that data is not missing simply because a bill account is new.  Also AIC used only the 417 

customers which had 12 annual bills.  418 

The results show that average monthly usage for LIHEAP customer is often larger than 419 

their Non-LIHEAP counterparts, particularly in the winter space-heating months.  The difference 420 

in average winter usage peaked in December where the sampled LIHEAP customers used 15% 421 

more therms on average.  In addition, the average annual therm usage of LIHEAP customers was 422 

12% higher within the sample.  AIC’s analysis counters the theoretical point that low income 423 

equates to low usage.  Given these results, one cannot conclude the 80% fixed charge has a 424 

social impact on low volume users. In sum, the analysis confirms that there is no clear 425 

relationship between income and usage, and that equating “social welfare” concerns with usage 426 

levels is not supported by the data.   427 

 428 

Q. What is your response to Mr. Rubin’s assertion that AIC’s “own COSS shows that 429 

more than 45% of its cost of serving residential customers is related to those customers’ 430 

demand for natural gas”? 431 
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A. The costs that Mr. Rubin claims are “demand costs” are properly categorized as fixed 432 

costs and recovered through fixed charges. The costs Mr. Rubin refers to are capacity costs; in 433 

other words fixed investment in system capacity components.  It is somewhat misleading to refer 434 

to them as “demand”, because these costs must be incurred to make the gas system available to 435 

customers.  Even if a customer uses no gas, the system is still available to provide that customer 436 

gas should the customer want it.  There is a cost to make the system available, even for low 437 

users, and that cost is fixed.     438 

Q. What is your response to Mr. Rubin’s assertion that AIC, “has proposed rates that 439 

do not recover these residential demand costs from the customers who cause them to be 440 

incurred (those customers who use more gas)”?   441 

A. Mr. Rubin’s statement is misleading.  The costs Mr. Rubin terms are fixed investments in 442 

system capacity.  Assets are installed to provide service to our customers, whether for example 443 

distribution mains, storage fields, meters or services, that provide service to all customers and are 444 

required regardless of therm usage.   Customers expect that the system will be able to deliver gas 445 

when they demand it.  This availability has a cost, irrespective of usage.   446 

Q. Mr. Rubin claims that “the rates proposed by the Company are highly 447 

discriminatory against low-use residential customers: requiring those customers to pay 448 

substantially more than the cost that is incurred to serve them.”  How do you respond? 449 

A. I don’t agree. The cost to serve customers, whether high usage or low, is the costs to 450 

install meters, services and the transmission and distribution system, as well as customer service 451 

and administration costs.  These costs do not vary by usage.  The vast majority of “fixed” assets 452 

installed for residential customers are there to provide service no matter what the usage level.  453 

Further, as I discussed above, there is no basis to conclude that there is a relationship between 454 
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usage and social welfare.  Likewise, there is no basis to conclude there is a relationship between 455 

usage and “discrimination”.  If, for example, low income customers had higher usage (as AIC’s 456 

analysis above suggests), one could argue that Mr. Rubin’s position amounted to discrimination 457 

against low income, high volume customers.  In addition, it is appropriate to send the proper 458 

price signals to customers.  Fixed costs should be recovered through fixed charges; to recover 459 

fixed costs through variable charges sends the wrong price signal.  The variable cost of gas 460 

service is the commodity cost.  The commodity cost, however, is not a delivery cost.  Using 461 

proper price signals, consumption decisions will be based on the actual cost of delivery service. 462 

Q. Mr. Rubin recommends “that any rate increase allocable to residential customers 463 

should be recovered solely from the per-therm distribution charge.”  Is this appropriate? 464 

A. No.  As I stated above, AIC’s costs are “fixed” and should be recovered on a fixed basis; 465 

not on a varied consumption usage basis given these assets are in place to provide usage 466 

whatever the monthly consumption level. 467 

V. RESPONSE TO IIEC WITNESS, MR. STEPHENS 468 

Q. Does Mr. Stephens have any concerns about gas rate design? 469 

A. Yes.  As he does with electric rate design, he raises a concern about AIC’s rate 470 

moderation proposal. 471 

Q. What is his concern? 472 

A. Mr. Stephens claims that AIC’s proposed rate moderation plan is not consistent with the 473 

Commission’s recent order in AIC’s last rate case, Docket Nos. 09-0306 et al.  He claims that 474 

proper application of the Commission’s order requires that rate increases should not exceed 1.50 475 

times the system-average increase for any subclass.  For the gas rate moderation plan, Mr. 476 
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Stephens believes that the 1.25 factor AIC applies to move toward rate uniformity produces 477 

percentage increases that are too high. 478 

Q. How do you respond? 479 

A. In response to Mr. Rukosuev and the suggestion in Docket No. 10-0517 that movement 480 

toward single tariff pricing should be based on individual Rate Zone cost of service 481 

determinations, AIC has modified its revenue allocation proposal.  In summary, AIC’s revenue 482 

allocation employs the first step of Mr. Rukosuev’s proposal to allocate revenue, where he has 483 

proposed to move half the distance from equal percentage across the board increases to fully cost 484 

based revenue allocations for the three Rate Zones.  AIC’s proposal takes the next step and 485 

allocates revenues by rate class as constrained by 1.50 times the average increase for a Rate 486 

Zone.  I therefore believe AIC’s proposed is aligned with Mr. Stephens' proposal.     487 

IV. RESPONSE TO THE GFAI WITNESS, MR. ADKISSON 488 

Q. What is GFAIs position regarding gas rate design? 489 

A. Mr. Adkisson states that, “GFAI favors movement toward uniformity of tariffs among the 490 

three Rate Zones.”  Further, he states, “GFAI supports utilization of the current temperature 491 

based GDS-5 rate which achieves maximum utilization of and revenues from use of the 492 

distribution system during the winter months, while protecting system integrity.”  493 

Q. Please comment on GFAI’s positions. 494 

A. It appears that Mr. Adkisson agrees with AIC’s GDS-5 tariff criteria and thus supports 495 

our tariff.  Further, the GDS-5 tariff requirements align the cost assignment to the operational 496 

aspects of the tariff.  I do not view the temperature aspect of GDS-5’s tariff as lowering the 497 
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revenue requirement to other customers but instead aligning costs among the customer groups as 498 

AIC’s assets are being utilized. 499 

Q. Does GFAI have any concerns? 500 

A. Yes.  On page 3, line 57 of Adkisson’s direct testimony, he states, “While all customers 501 

are technically eligible for the GDS-5 rate, as a practical matter the GDS-5 rate is only available 502 

to larger customers because the customer charges are in the same range as the GDS-4 Large 503 

General Service customers.”   Therefore he proposes, “AIC could add additional tiers within its 504 

GDS-5 rate for small to intermediate customers of the GDS-2 and GDS-3 size to encourage 505 

greater off-peak utilization of its distribution system.”  506 

Q. Please address these concerns. 507 

A. Mr. Adkisson’s proposal is to add an additional tier for customers having a MDCQ of 508 

greater than 200 and less than 1,000.  He proposes replicating GDS-3’s Customer Charges from 509 

each of AIC’s Rate Zones for this tier.  However, the metering equipment installed for GDS-3 is 510 

more simplistic (and less costly) given that this tariff does not assess demand charges.  The rate 511 

structure for GDS-5 dictates interval metering, which provides measurement of gas consumption 512 

in discrete increments (e.g., hourly, daily) is required.   513 

Q. Please explain why GDS-5 required demand metering. 514 

A. GDS-5 is a seasonal service that allows customers to avoid Demand Charges provided 515 

that gas is consumed only on days when the average temperature exceeds 25 degrees Fahrenheit.  516 

Customers using gas on days when the average temperature is 25 degrees Fahrenheit or below 517 

incur a Demand Charge based on that day’s use.  Thus, an interval recording meter is required to 518 

serve GDS-5 customers.    519 
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Q. If seasonal use customers now on GDS-3 were to switch to GDS-5, would AIC be 520 

required to install new metering equipment? 521 

A. Yes, given the rate structure of GDS-5, demand meters would be required. 522 

Q. What is the cost difference between the currently installed meters under GDS-3 523 

versus a demand meter which GDS-5 customers would be required to have installed?   524 

A. The average installed cost of a GDS-3 meter for AIC is approximately $5,400; whereas, 525 

the average installed cost of a GDS-5 meter is $10,800, or basically, double the cost.  As such, if 526 

AIC was to adopt GFAI’s proposal then GDS-5 customers would not be assessed the proper 527 

Customer Charge at this lower tier and other customer classes would subsidize the cost recovery. 528 

Q. Do you have any other concerns regarding Mr. Adkisson’s proposal to add another 529 

Customer Charge category to GDS-5?  530 

A. Yes. Mr. Adkisson’s tariff language does not appear to assess a Customer Charge for 531 

those customers whose highest Average Daily Usage is less than 200 Therms per day.   532 

Q. Do you agree with Mr. Adkisson’s analysis on the potential revenue erosion? 533 

A. I do agree with the $20,052 annual revenue erosion that he states on line 95 of his 534 

testimony.  As Mr. Adkisson’s states in his testimony, this number is based on all twelve eligible 535 

GDS-3 grain dryers accounts that GFAI energy consortium purchases natural gas through.   536 

Q. Would you like to provide additional comment on Mr. Adkisson’s potential revenue 537 

erosion estimate?   538 

A. Yes.  AIC would very well exceed this potential revenue erosion number given that 539 

AIC’s has over 80 more grain drying customers currently served under GDS-3 that could switch 540 

to GDS-5.  At that point, revenue erosion and cost subsidization would be even greater given 12 541 
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versus over 80 customers.  For this reason and more importantly, the cost differential of a GDS-3 542 

meter versus a demand meter necessary to provide service under GDS-5, Mr. Adkisson’s 543 

proposal should be rejected. 544 

V. RESPONSE TO STAFF WITNESS, MS. PEARCE 545 

Q. Were any changes suggested for the Uncollectible Adjustment “factor” that is a 546 

fixed percentage adder applicable to AIC’s Rider S Customers? 547 

A. Yes, Ms. Pearce is suggesting use of a percentage derived from a six-year average of net 548 

write-offs of accounts receivable versus using the amounts recorded in FERC Account 904.  This 549 

issue is being address by Mr. Stafford.  550 

Q. Will the Company be updating the uncollectible factors at this time? 551 

A. No, not at this time.  AIC will update the “included in rates” values to conform to the 552 

final uncollectibles rates agreed upon in this case.  553 

VI. CONCLUSION 554 

Q. Does this conclude your rebuttal testimony? 555 

A. Yes, it does. 556 


