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Rebuttal Testimony of Robert R. Stephens 
 
Q PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A Robert R. Stephens.  My business address is 16690 Swingley Ridge Road, 2 

Suite 140, Chesterfield, MO 63017. 3 

 

Q ARE YOU THE SAME ROBERT R. STEPHENS WHO PREVIOUSLY FILED 4 

DIRECT TESTIMONY, IIEC EXHIBIT 1.0, IN THIS PROCEEDING?   5 

A Yes. 6 

 

Q ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING? 7 

A I am testifying on behalf of the Illinois Industrial Energy Consumers (“IIEC”).  IIEC 8 

members are substantial users of electricity and/or natural gas within the service 9 

territory of Ameren Illinois Company (“Ameren” or “Company”). 10 

 

Q WHAT ISSUES DID YOU ADDRESS IN YOUR DIRECT TESTIMONY? 11 

A In my direct testimony, I addressed (a) revenue allocation and rate design matters 12 

associated with Ameren’s electric delivery service, including a discussion of the rate 13 

moderation proposal that should be applicable to both electric and gas rates, 14 

(b) appropriate levels of movement toward cost based rates in uniform delivery rates 15 

across Ameren’s rate zones, and (c) issues related to the Public Utilities Revenue Act 16 

Tax (“PURA Tax”) including both the allocation and the recovery of that expense.    17 
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Q WHAT IS THE SUBJECT MATTER OF YOUR REBUTTAL TESTIMONY IN THIS 18 

PROCEEDING? 19 

A  I will respond to the direct testimonies of ICC Staff and intervenors, and the rebuttal 20 

testimony of Ameren on the same general subjects that I addressed in my direct 21 

testimony. 22 

  The fact that I do not address an issue should not be interpreted as tacit 23 

approval or acceptance by IIEC of any position taken by Ameren or any other party, 24 

unless I state otherwise in my testimony.  25 

 

Q PLEASE BRIEFLY SUMMARIZE YOUR DIRECT TESTIMONY IN THIS CASE, IIEC 26 

EXHIBIT 1.0. 27 

A A more detailed summary was provided at page 2, line 39 through page 4, line 86 of 28 

my direct testimony.  Briefly, I found that Ameren’s proposed rates were not 29 

consistent with the Commission’s rate impact moderation plan in the recent order in 30 

Ameren’s last rate case, Docket No. 09-0306, et al. (Cons.) (“last Ameren rate case”), 31 

and that as a result of Ameren’s proposed rates, some customer subclasses would 32 

receive increases of as much as 500% in their delivery rates.  I recommended 33 

continuation of the Commission’s rate moderation plan applied in the last Ameren 34 

rate case.  That plan would limit each class’s or subclass’s average revenue increase, 35 

inclusive of Public Utilities Revenue Act (“PURA”) Taxes,1 to 1.5 times the system 36 

average increase.  I did not necessarily oppose Ameren’s objective of moving rate 37 

zone charges toward uniformity over time (assuming there is cost justification), but 38 

recommended that such movement should be allowed only to the extent that it does 39 

not cause the rate moderation criteria to be violated.   40 
                                                 

1PURA Tax and “distribution tax” are often used interchangeably in this docket. 
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  I also addressed issues related directly to the PURA Tax, specifically the 41 

allocation method and the collection mechanism.  With respect to allocation of the 42 

PURA Tax, I recommended an approach that recognizes both the historical cause of 43 

the major portion of the tax and one of the causes of the adjustments to the tax level 44 

since 1997.  With respect to collection of the tax, I concluded that itemization and 45 

separate collection on customer bills of this utility expense is unnecessary and 46 

unwarranted.  Finally, I recommended that Ameren be required to demonstrate that 47 

the $2.6 million increase in PURA Tax expense due exclusively to Ameren’s merger 48 

of its three utilities (and not by any change in kWh usage) is offset by savings due to 49 

the merger, or that an adjustment to the revenue requirement be made. 50 

 

Q HAS THE DIRECT TESTIMONY OF STAFF OR OTHER INTERVENORS, OR THE 51 

REBUTTAL TESTIMONY OF AMEREN CAUSED YOU TO CHANGE ANY OF 52 

YOUR POSITIONS FROM DIRECT TESTIMONY? 53 

A Generally, no.  However, as I will explain, certain developments related primarily to 54 

Ameren’s presentation of rate zone-specific information has caused me to provide 55 

additional, responsive, information.  In addition, I do not oppose one small variation 56 

presented in Ameren’s rebuttal testimony to the appropriate rate moderation method. 57 

  Discussion of these items, and my response to the direct testimony of Staff 58 

and other intervenors and the rebuttal testimony of Ameren, follow. 59 
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Response to Direct Testimony of ICC Staff  60 

Q HAVE YOU REVIEWED THE DIRECT TESTIMONY OF ICC STAFF AS IT 61 

RELATES TO THE ISSUES YOU ADDRESS? 62 

A Yes, I have.  Electric revenue allocation and rate design are addressed by Staff 63 

witness Peter Lazare, ICC Staff Exhibit 14.0.2  Mr. Lazare finds problematic the 64 

Company’s use of a single company wide cost of service study and Ameren’s rate 65 

design based thereon.  Mr. Lazare contends that in Docket No. 10-0517, the 66 

Commission directed that three cost of service studies, corresponding to Ameren’s 67 

three rate zones, be presented in this case.3  Accordingly, Mr. Lazare developed his 68 

own class revenue allocation and rate design proposals using a hybrid 69 

across-the-board methodology.  At page 19, Mr. Lazare reasons: 70 

The most reasonable and equitable approach in the absence of a 71 
useful cost foundation entails allocating base revenues to the rate 72 
classes on an equal percentage, across-the-board basis.   73 

 
 
 
Q HAS AMEREN NOW PROVIDED RATE ZONE SPECIFIC COST OF SERVICE 74 

STUDIES THAT CAN SERVE AS A USEFUL COST FOUNDATION AND OBVIATE 75 

THE NEED FOR MR. LAZARE’S PROPOSED ACROSS-THE-BOARD REVENUE 76 

ALLOCATION? 77 

A Yes.  In rebuttal testimony, Ameren provided rate zone specific cost of service 78 

studies.  Although IIEC takes issue with, and improves upon, the Ameren cost of 79 

service studies presented in rebuttal testimony, there is no longer any justification for 80 

the revenue allocation approach proposed by Mr. Lazare in his direct testimony. 81 
                                                 

2Gas revenue allocation and rate design are addressed by Staff witness Philip Rukosuev, ICC 
Staff Exhibit 15.0.  Mr. Rukosuev’s testimony is very similar to Mr. Lazare’s with respect to rejection of 
Ameren’s initial cost of service study and proposed revenue allocation.  On those two issues, my 
comments also generally apply to Rukosuev. 

3See page 6 of Mr. Lazare’s direct testimony. 
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Q SETTING ASIDE THE ABSENCE OF ANY NEED FOR MR. LAZARE’S 82 

APPROACH, DO YOU HAVE ANY COMMENTS ON THE MERIT OF HIS 83 

APPROACH? 84 

A Yes, several.  I find Mr. Lazare’s approach to be fundamentally flawed.  It is arbitrary 85 

and totally disregards any meaningful consideration of rate moderation or avoidance 86 

of undue rate impacts, such as the impacts outlined in my direct testimony and the 87 

rate moderation plan adopted by the Commission in the last Ameren rate case.  88 

Further, I find Mr. Lazare’s proposal in this case to be a radical departure from 89 

Mr. Lazare’s more reasoned testimony on the need for rate moderation in the last 90 

Ameren rate case.  91 

  

Q WHY DO YOU BELIEVE MR. LAZARE HAS DISREGARDED RATE MODERATION 92 

IN HIS REVENUE ALLOCATION AND RATE DESIGN PROPOSALS IN THIS 93 

CASE? 94 

A To begin, he does not discuss directly the concepts of rate shock or rate moderation 95 

at any point in his testimony,4 despite the “great need” for such consideration 96 

expressed by the Commission in Ameren’s last rate case. 97 

  More directly, it is clear from a simple review of his proposed delivery rates 98 

and their impacts on the customer classes and subclasses that Mr. Lazare has 99 

disregarded any reasonable sense of rate moderation.  IIEC Exhibit 5.1 shows the 100 

impact of applying Staff’s proposed rates on each rate zone class and subclass.5  As 101 

can be seen in the last column on that exhibit, Mr. Lazare’s rate design proposal 102 

yields relatively small increases for the DS-1, DS-2, DS-3 and DS-5 rate classes, 103 

                                                 
4In fact, the terms “rate moderation” and “rate shock” do not even appear in his testimony. 
5IIEC Exhibit 5.1 (and IIEC Exhibit 5.3, introduced later) follows the same format and utilizes 

the same class and subclass billing units as IIEC Exhibit 1.1, attached to my Direct Testimony.  
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ranging from about a 2.6% increase to a 13.8% increase.  However, for the DS-4 104 

classes and subclasses, Mr. Lazare’s rates span a range of increases from 10.0% to 105 

504.2%, with three of the DS-4 subclasses receiving increases in excess of 100%.  106 

No rate design that includes increases of over 500% to a subclass can reasonably be 107 

considered to have employed any meaningful form of rate moderation.   108 

  Finally, it is clear from his response to IIEC data request IIEC-Staff 1.01 that 109 

Mr. Lazare did not even consider the Commission’s rate moderation criteria from 110 

Ameren’s last rate case in his revenue allocation and rate design analysis, despite 111 

the stated importance in Commission’s order in the last Ameren rate case, and the 112 

fact that the order was so recent (entered April 29, 2010).  The subject data response 113 

is attached to this testimony as IIEC Exhibit 5.2.  In his response, Mr. Lazare lists four 114 

revenue allocation approaches he considered, none of which include the 115 

Commission’s approved rate moderation approach from the last Ameren rate case, 116 

and he makes no mention of any consideration of that rate moderation approach. 117 

  

Q HOW WOULD THE COMMISSION’S RATE MODERATION CRITERIA FROM THE 118 

LAST AMEREN RATE CASE APPLY IN THIS CASE? 119 

A As I discussed at length in my direct testimony, the rate moderation approach 120 

approved by the Commission in the last Ameren rate case is that no class or subclass 121 

of customers should receive an increase in delivery costs, including PURA Tax, of 122 

greater than 1.5 times the system average increase of each of the Ameren utilities.  In 123 

my direct testimony, since there was a single increase to be considered, at Ameren’s 124 

proposed increase of 7.4%, the moderation cap was 10.87% (1.5 x 7.4%).  In 125 

rebuttal, Ameren witness Jones has computed his own individual Rate Zone capped 126 

increases in this case:  13.53% for Rate Zone I; 20.26% for Rate Zone II; and 10.00% 127 
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for Rate Zone III.6  As is clear from IIEC Exhibit 5.1, Mr. Lazare’s proposed rates also 128 

exceed each of these different ceiling levels for several of the rate subclasses.  This 129 

is no doubt due, in major part, to his proposal to downplay the importance of PURA 130 

Tax costs in the revenue allocation approach and to move immediately to equal per 131 

kWh PURA Tax charges for all Ameren customers.7 132 

 

Q DO THE LARGE RATE INCREASES YOU CALCULATED AND SHOW ON IIEC 133 

EXHIBIT 5.1 INCLUDE THE EFFECTS OF PURA TAXES? 134 

A Yes, they do.  This is consistent with the rate moderation approach adopted by the 135 

Commission in the last Ameren rate case.  I quoted at pages 5-6 of my direct 136 

testimony the relevant language on rate moderation in the Commission’s order in 137 

Ameren’s last rate case.  The part most directly addressing inclusion of the PURA 138 

Tax cost is as follows: 139 

One of the Commission's first observations on this issue pertains to 140 
AIU's exclusion of the PURA tax from its rate mitigation proposal.  141 
While AIU's reasons for excluding the PURA tax in its proposal are 142 
understood, the Commission can not accept them.  As argued by Staff 143 
and IIEC, the Commission can not agree that customers are not 144 
concerned about their bill total as long as increases in individual 145 
components are arguably reasonable.  Examples may be offered on 146 
both sides of the argument, but the fact remains that when it comes 147 
time to pay a bill, a customer's budget, whether it be a residential or 148 
industrial customer, is impacted by the bill total regardless of the 149 
reasonableness of the bill's components.  Accordingly, rate mitigation 150 
efforts should be looked at from the perspective of the bill total. 151 

 
  Ameren recognized the Commission’s inclusion of PURA Tax in the approved 152 

rate moderation approach and included that expense in the utility’s own rate 153 

                                                 
6These figures are from Ameren Exhibit 31.1, sponsored by Ameren witness Mr. Leonard 

Jones, at line 10 on pages 1-3.  Mr. Jones would set the cap at the higher of 10.00% or 1.5 times the 
zonal increase, by policy.  If not for this floor (on the cap), the corresponding increase for Rate Zone III 
would be 7.04% (1.5 x 4.69%). I do not oppose Mr. Jones’ proposed floor on the cap of 10.00%, 
provided it is applied at the subclass level.  I will address this issue later in this testimony. 

7See pages 19-20 of Mr. Lazare’s direct testimony for his proposed treatment of PURA Taxes. 
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moderation analysis in this case.  It is surprising that Mr. Lazare does not accept the 154 

fundamental elements of the rate moderation approach approved by the Commission 155 

in the last Ameren rate case.  Specifically, the Commission included the impact of 156 

PURA Taxes and examined rate impacts at the class and subclass levels.  It is more 157 

surprising given that his testimony in that case provided strong support for the 158 

Commission’s plan, which included the impact of the PURA Tax.  Mr. Lazare was 159 

very clear (and correct) in that case about the need to consider the impact of all rate 160 

elements in a rate moderation plan for it to be effective.   161 

 

Q WHY DO YOU SAY MR. LAZARE WAS CORRECT IN THE LAST AMEREN RATE 162 

CASE ABOUT THE NEED TO INCLUDE THE PURA TAX IMPACTS IN RATE 163 

MODERATION PROPOSALS? 164 

A As I explained in my testimony in this case, the impact of the PURA Tax, especially 165 

on large use customers, can be severe.  Mr. Lazare’s testimony in that case was 166 

equally clear on this subject.  The following excerpt is from page 22 of his direct 167 

testimony in the last Ameren rate case, ICC Staff Exhibit 7.0: 168 

My proposed constraint is more meaningful than the Companies’ 169 
because it applies to all components of current base rates while 170 
distribution taxes are excluded from the Companies’ constraint.  This is 171 
an important exclusion by the AIUs because distribution taxes on their 172 
own can exceed existing delivery rates for some of the largest 173 
customers on the system as Mr. Jones acknowledges.  These large 174 
customers have a legitimate concern about the fairness of excluding 175 
such a significant portion of their current base rate revenues from the 176 
revenue constraint.  (ICC Staff Exhibit 7.0 Docket No. 09-0306, et al. 177 
(Cons.), at 22:483-490 (emphasis added)) 178 

 
The importance he attached to that element of a moderation plan was made plain at 179 

page 17 of his direct testimony. 180 

My first concern lies with the Companies’ plan to exempt distribution 181 
taxes from their revenue allocation constraint.  That exemption stems 182 
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from their proposal to shift recovery of distribution taxes from base 183 
rates to a rider.  The Companies assume that ratepayer concerns 184 
focus on increases in base rates rather than the impact of riders on the 185 
size of their bills.   186 
  
I do not believe that customers make such a distinction.  Rather, their 187 
concern lies with the total amount they are paying for electric service 188 
and how that will change as a result of this case.  There is no evidence 189 
in this case to indicate that customers care whether their electric bill 190 
increases result from a change in base rates or the recovery of more 191 
costs through a rider.  Thus, any meaningful effort to constrain revenue 192 
increases to ameliorate bill impacts for all rate classes should factor 193 
distribution taxes into the equation, whether they are recovered in the 194 
Tax Additions Rider as the AIUs propose or remain in base rates under 195 
my proposal.  (Id. at 17:370-384, (emphasis added)) 196 

 
  Mr. Lazare’s analysis of the proper scope of a rate moderation plan in the last 197 

Ameren rate case is unassailable.  And here he does not even attempt to challenge it.  198 

Mr. Lazare neither acknowledges the discrepancy of excluding distribution taxes in 199 

his revenue allocation approach in this case nor does he provide any reason why his 200 

prior conclusions are no longer valid.   201 

 

Q WHAT IS YOUR OVERALL RECOMMENDATION REGARDING MR. LAZARE’S 202 

CLASS REVENUE ALLOCATION PROPOSAL FOR AN ACROSS-THE-BOARD 203 

ALLOCATION OF ANY REVENUE REQUIREMENT INCREASE, WITHOUT RATE 204 

IMPACT MODERATION? 205 

A It should be rejected, for the reasons discussed more fully above.  In summary:  1) it 206 

is no longer necessary due to the presence of zonal cost of service studies; 2) it does 207 

not consider the impacts on the customer classes and subclasses that would result; 208 

(3) it violates the rate moderation principles spelled out in the Commission’s order in 209 

the last Ameren rate case; and 4) his proposal would yield extraordinarily large cost 210 

increases for some customer classes and subclasses, as shown on IIEC Exhibit 5.1, 211 

contrary to the directives of the Commission in the last Ameren rate case.   212 
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Q I’D NOW LIKE TO ASK YOU TO COMMENT ON SPECIFIC PASSAGES IN MR. 213 

LAZARE’S DIRECT TESTIMONY.  AT PAGE 17 OF HIS TESTIMONY, REFERRING 214 

TO AMEREN’S REVENUE ALLOCATION PROPOSAL, MR. LAZARE STATES: 215 

THE COMPANY DECLINES TO ADOPT ANY ADDITIONAL 216 
CONSTRAINTS FOR CUSTOMERS AT THE SUBCLASS LEVEL. 217 
 

 HOW DO YOU RESPOND? 218 

A This passage seems to be Mr. Lazare’s only reference to constraining revenue 219 

increases for customer classes at the subclass level, despite the Commission’s 220 

decision to do so in the last Ameren rate case.  Mr. Lazare goes on to dismiss 221 

Ameren’s revenue allocation constraint altogether, due to the perceived lack of cost 222 

foundation, and to recommend his across-the-board revenue allocation approach that 223 

I discussed previously.  He makes these proposals without ever addressing directly 224 

the merit of applying rate impact constraints at the subclass level, despite the 225 

Commission’s approval of that approach in Ameren’s last rate case, for reasons 226 

equally applicable here. 227 

  There is no valid reason not to adopt the constraint at the subclass level in this 228 

case, as I recommended in my direct testimony. 229 
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Q AT PAGE 20 OF HIS TESTIMONY, MR. LAZARE DESCRIBES HIS APPROACH 230 

FOR AN EQUAL DISTRIBUTION (PURA) TAX CHARGE OF .12803¢ PER KWH 231 

APPLIED TO ALL KWH DELIVERED.8  MR. LAZARE STATES: 232 

THIS APPROACH WILL ALIGN THE RECOVERY OF 233 
DISTRIBUTION TAXES WITH THEIR CAUSATION AND MAKE THE 234 
AMEREN APPROACH CONSISTENT WITH THE METHODOLOGY 235 
THE COMMISSION APPROVED FOR COMED IN ITS RECENT 236 
RATE CASE, DOCKET NO. 10-0467.9 237 
 

 HOW DO YOU RESPOND? 238 

A To begin, I disagree that the approach will align the recovery of the taxes with their 239 

causation, for the reasons I stated at length in my direct testimony, in particular, the 240 

cause of the tax being primarily the levels of distribution plant in 1997.  Aside from his 241 

conclusory opinion, Mr. Lazare does not present evidence that would challenge the 242 

data I provided on the causal connection between PURA Tax expense and historical 243 

plant in service.  Moreover, the specific per kWh PURA Tax rate Mr. Lazare 244 

recommends does not align with any of the tier rates (in the PURA Tax statute) that 245 

he points to as the cause of the tax expense.  Thus, it is difficult to see how his 246 

proposal directly “align[s] the recovery” of anything. 247 

  Second, a reference to the Commission’s approval of a per kWh charge for 248 

distribution PURA Taxes in the ComEd case is not independent support for his 249 

recommended determination in this case.  As Mr. Lazare points out in his quote at 250 

page 20, lines 443-447, the Commission’s order in the ComEd case pointed to the 251 

last Ameren rate case order as a basis for adoption of ComEd’s proposal.  It provides 252 

no useful new information and it adds nothing to the record that attempts to rebut the 253 

empirical evidence that should be the basis for allocating costs to cost causers. 254 

                                                 
8In response to a data request, Mr. Lazare indicated that the figure should have been .12936¢ 

per kWh, as shown on his Schedule 14.05 (Response to Ameren Data Request AIC-Staff 3.01). 
9“ComEd” refers to Commonwealth Edison Company. 
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  Finally, Mr. Lazare’s reliance on the prior ComEd order for his proposed rate 255 

treatment in this case is inconsistent with his unfortunate disregard of the 256 

Commission’s order in the last Ameren rate case with respect to the need for, and 257 

application of, a reasonable moderation plan for Ameren rates.   258 

  

Q AT PAGE 21 OF HIS TESTIMONY, MR. LAZARE POSITS THAT DS-4 259 

CUSTOMERS SHOULD NOT BE CONCERNED ABOUT HIS DELIVERY RATE 260 

INCREASES BECAUSE IT WOULD AMOUNT TO “ONLY” AROUND A HALF 261 

CENT PER KWH.  HOW DO YOU RESPOND? 262 

A While a half cent per kWh cost may not seem like a large number to Mr. Lazare, it 263 

translates to millions of dollars per year for the large customers composing the IIEC, 264 

since they consume large numbers of kWh (yet use relatively little of the distribution 265 

network). 266 

 

Q ALSO ON PAGE 21, MR. LAZARE COMPARES HIS RATES FOR AMEREN DS-4 267 

CUSTOMERS TO THE DISTRIBUTION RATES PAID BY COMED CUSTOMERS 268 

(LINES 474-481).  HOW DO YOU RESPOND? 269 

A Mr. Lazare’s comparison is misleading and irrelevant.  To begin, the rate classes he 270 

is seeking to compare are not directly comparable.  The ComEd high voltage 271 

customers to which he refers are customers served at 69,000 volts and above, 272 

irrespective of their demand levels.  In contrast, the Ameren DS-4 customers that he 273 

refers to are all Ameren customers with demands above 1 MW, served at all voltages.  274 

Thus, there is not a match between the customer sets.  Second, he reduces the 275 

delivery cost to a cent per kWh level for comparison purposes, while providing no 276 
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indication whether the load factors and usage levels of the classes in ComEd versus 277 

Ameren are comparable.10   278 

  Third, and most important, as Mr. Lazare well knows, there can be cost 279 

differences between utilities that justify differences in rates.  I am not claiming that it is 280 

never appropriate to compare one utility’s rates to another’s, but one must take care 281 

in doing so, to ensure that the comparisons are done on an apples-to-apples basis 282 

and that the potential for differences be recognized.  Mr. Lazare has not done so.  283 

 

Q AT PAGE 22, LINES 493-503 OF HIS DIRECT TESTIMONY, MR. LAZARE SEEKS 284 

TO RECONCILE HIS PROPOSAL TO ALLOCATE PURA TAXES ON AN 285 

IMMEDIATE EQUAL COST BASIS WITH HIS PROPOSAL FOR ALLEGEDLY 286 

GRADUAL MOVEMENT TO COST IN ALLOCATING BASE REVENUES.  HOW DO 287 

YOU RESPOND? 288 

A To begin, Mr. Lazare has not made a proposal for gradual movement to “cost” in 289 

allocating base revenues among customer classes.  Rather, he dismisses fully the 290 

utility of Ameren’s cost of service study for determining specific rates within a rate 291 

zone.  In doing so, he eliminates any basis for his claimed movement to “cost” within 292 

customer classes.  As I am sure Mr. Lazare would acknowledge, even though a rate 293 

zone may require an increase, this is no indication that the cost of serving any 294 

particular rate class within the rate zone would suggest a comparable increase.   295 

  However, my specific substantive objections to his proposal are more serious.  296 

First, at lines 498-500 of his testimony, Mr. Lazare states, 297 

                                                 
10I see no evidence that Mr. Lazare checked to see if the average usage per customer in the 

classes that he is comparing is, in fact, comparable. 
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The fact that DS-4 customers still do not pay their fair share of 298 
distribution taxes today means that they have received a subsidy from 299 
other ratepayers on these taxes for more than 13 years. 300 
 

  The notion that DS-4 customers, or any other customers, do not pay their fair 301 

share of PURA Taxes is based entirely on Mr. Lazare’s definition of what constitutes 302 

a fair share.  According to his testimony, with which I adamantly disagree, a fair share 303 

of PURA Tax cost means that all customers pay equal per consumption unit PURA 304 

Tax charges.  That rate structure completely ignores the underlying historic plant in 305 

service cause of the tax, and it does not even match the tier-differentiated tax rates in 306 

the PURA law that he accepts as cost causation.  His specific proposal lacks 307 

objective basis.   308 

  Also, his notion that DS-4 customers have received a subsidy from other 309 

ratepayers for these taxes for more 13 years is equally unsupported.  In prior Ameren 310 

rate cases, ranging back to 1999, the Commission maintained the allocation based 311 

on plant investment that it used before the resulting tax expense was embedded in 312 

the tiered rates of the revised PURA statute.  The Commission did not find its 313 

approved rates for Ameren to result in any subsidies.  Mr. Lazare’s claim is based on 314 

a retroactive application of the allocation approach first adopted in the last Ameren 315 

rate case to all prior Ameren delivery service rate cases, without confronting the 316 

opposing evidence. 317 

  Second, at lines 501-503, Mr. Lazare states, 318 

Given the benefits large customers have received over this time 319 
period, it is only reasonable that at this late juncture they be required to 320 
pay their full share of these costs. 321 
 

  In this passage, Mr. Lazare seems to be suggesting that benefits allegedly 322 

received in prior periods nullify the need for rate moderation or the avoidance of rate 323 

shock today.  I disagree.  Whether or not any customer class may have benefited (or 324 
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been disadvantaged) unfairly in the past, does not, in my mind, mean that rate 325 

moderation or avoidance of rate shock is no longer needed.  The Commission has 326 

often ordered gradual movement toward cost based rates for certain rate classes in 327 

the past, despite the fact that those classes may have “benefited” from rates that 328 

were not fully cost based. 329 

   

Q AT PAGE 23 OF HIS TESTIMONY, MR. LAZARE DISAGREES WITH AMEREN’S 330 

PROPOSED PHASE-IN APPROACH FOR PURA TAXES.  HE OPINES, 331 

THE TWO ADDITIONAL RATE ADJUSTMENTS PROPOSED BY 332 
AMEREN COULD CONFUSE RATEPAYERS WHO MIGHT NOT 333 
UNDERSTAND WHY THEIR RATES ARE CHANGING IN BOTH 334 
2013 AND 2014. 335 
 

 HOW DO YOU RESPOND? 336 

A I addressed the Company’s phase-in approach in my direct testimony.  I 337 

recommended against Ameren’s phase-in proposal, because it ignores rate 338 

moderation in the second and third steps and would have resulted in rates that 339 

greatly exceed the rate moderation criteria used by the Commission in the last 340 

Ameren case (the approach I recommend be continued in this case).  However, 341 

should the Commission reject the rate moderation approach it used in the last 342 

Ameren rate case, obviously a phase-in of large increases is better than no 343 

moderation plan at all.  Mr. Lazare’s approach, which is to move immediately to equal 344 

per kWh charges for all customers (irrespective of rate zone) should be rejected in 345 

any event.   346 

  Mr. Lazare’s rationale that ratepayers might be confused by these rate 347 

changes runs directly counter to Mr. Lazare’s philosophy when discussing another 348 

subject, uniform rates for individual charges.  At page 30 of his testimony, Mr. Lazare 349 
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expresses his belief that uniformity in rates is a nonissue for ratepayers and is most 350 

important to the Company.  When asked in a data request why he believes that such 351 

uniformity is most important to the Company, Mr. Lazare stated as follows: 352 

Mr. Lazare does not believe price uniformity is important to customers 353 
who, he believes, are most concerned with the size of their bills.  For 354 
example, it would be difficult to understand why either Rate Zone I or 355 
Rate Zone II customers would be interested in rate uniformity with 356 
Rate Zone III customers who pay higher rates.  Of course, Rate Zone 357 
III customers might be more receptive to uniformity since that could put 358 
downward pressure on their rates.  In this case as well, Mr. Lazare 359 
believes that the issue for Rate Zone III customers is rate levels.  360 
Further, Mr. Lazare believes that the significant customer reaction that 361 
occurred when the rate freeze ended on January 1, 2007 indicates that 362 
rate levels, rather than rate uniformity, are the concern for 363 
ratepayers.11 364 
 

  Under Ameren’s proposed phase-in, the PURA Tax rate levels for the DS-1, 365 

DS-2, DS-3 and DS-5 customers presumably would decrease, as DS-4 charges are 366 

increased.  For the reasons Mr. Lazare explained, I do not believe that any of the 367 

customers in classes DS-1, DS-2, DS-3 or DS-5 would worry about or be confused by 368 

a line item on their bill going down over time.  Consequently, I think his concern is 369 

misplaced.  Similarly, for DS-4 customers, although they would see increases in their 370 

PURA Tax charges over the phase-in period, I do not think this necessarily would be 371 

confusing or troubling and, to the extent there is confusion, it would likely be an 372 

understandable tradeoff for a more gradual increase in costs, rather than the flash-cut 373 

increase proposed by Staff. 374 

 

                                                 
11Response to Ameren Data Request AIC-Staff 3.03. 
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Q AT PAGE 29, MR. LAZARE DISCUSSES BILL IMPACT ANALYSES HE 375 

CONDUCTED FOR THE RESIDENTIAL DS-1 CUSTOMERS AND THE DS-4 376 

CUSTOMERS USING HIS PROPOSED RATES AND DRAWS CERTAIN 377 

CONCLUSIONS.  HOW DO YOU RESPOND TO HIS ANALYSIS AND 378 

CONCLUSIONS? 379 

A His analysis is fundamentally flawed and, as a result, his conclusions are 380 

unsupported.  In his bill impact analysis, he has made the fundamental mistake of 381 

including the cost of the commodity (electricity) with the cost of delivery, which is the 382 

only cost relevant to this case.  The total Ameren bills faced by the vast majority of 383 

DS-4 customers are for delivery service only.  Ameren is not their supplier; Ameren is 384 

not a party to their contracts, and their commodity costs are not on their Ameren bills.  385 

Yet, Mr. Lazare imports those costs into his analysis of Ameren delivery service rate 386 

impacts.  In addition, even for the DS-1 customers taking bundled service, it is only 387 

the delivery service portion of the bill that is at issue in this case.  Inclusion of costs 388 

that are not a part of a delivery service bill and have no bearing on the cost of delivery 389 

service is simply wrong; those costs are irrelevant to a delivery service bill impact 390 

analysis.  It has the potential to, and does, mask large increases in delivery service 391 

rates.  Any conclusions Mr. Lazare draws based on his analysis should be rejected. 392 

  This same kind of masking of large increases in delivery charges by 393 

combining them with commodity costs was an issue of great contention in the last 394 

Ameren rate case.  This issue was discussed generally at pages 292-293 of the 395 

Commission’s April 29, 2010 order in that case.  The Commission’s conclusion at 396 

page 295 of the order makes no concession to Ameren’s attempts to mask the 397 

increase through inclusion of unrelated charges in a bill impact analysis in that case.  398 
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Costs that are not related to electric delivery service bills have no place in analysis of 399 

the impact of increases in delivery service charges.   400 

 

Response to the Direct Testimony of Other Intervenors 401 

Q HAVE YOU REVIEWED THE DIRECT TESTIMONY OF OTHER INTERVENORS AS 402 

IT RELATES TO THE ISSUES YOU ADDRESS? 403 

A Yes, I have.  In this regard, I wish to respond briefly to the testimonies of AG/CUB 404 

witness Scott J. Rubin and Kroger witness Kevin Higgins. 405 

 

Q AT PAGES 5-6 OF HIS DIRECT TESTIMONY, AG/CUB EXHIBIT 2.0, MR. RUBIN 406 

COMPLAINS ABOUT THE FACT THAT AMEREN HAS APPLIED ITS RATE 407 

MODERATION PROPOSAL ON THE COMBINED EFFECT OF BASE RATES AND 408 

THE PURA TAX.  HOW DO YOU RESPOND? 409 

A Mr. Rubin apparently is unfamiliar with the rate moderation approach approved by the 410 

Commission in the last Ameren rate case.  That rate moderation plan properly 411 

considered that rate moderation should take into account the effects of both base 412 

rates and the PURA Tax.  This point and the reasons therefore are clear from the 413 

Commission’s order, in the language that I quoted at pages 5-6 of my direct testimony 414 

and that I discuss above.  I note that Ameren witness Jones addresses Mr. Rubin’s 415 

complaint as well, at pages 39-40 of his rebuttal testimony. 416 

  Mr. Rubin correctly notes at page 5 of his testimony that Ameren’s cost of 417 

service study excludes the PURA Tax expense.  However, this omission, in itself, has 418 

no bearing on whether PURA Tax should be considered in rate moderation, as the 419 

Commission removed PURA Tax from Ameren’s base rates in Ameren’s last rate 420 
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case, yet applied rate moderation based on both base revenues and PURA Tax 421 

costs.  There is no reason why that methodology for rate moderation cannot or should 422 

not be followed in this case. 423 

 

Q IN HIS PROPOSED REVENUE ALLOCATION, MR. RUBIN PROPOSES 424 

IMMEDIATE MOVEMENT TO EQUAL PER KWH CHARGES FOR PURA TAX FOR 425 

ALL CUSTOMERS.  HOW DO YOU RESPOND? 426 

A This matches the proposal for PURA Tax charges advanced by Staff witness Lazare.  427 

As I pointed out in response to Mr. Lazare, this idea would create undue rate impacts, 428 

is inconsistent with the Commission’s rate moderation criteria established in the last 429 

Ameren rate case, and should be rejected.  My comments in response to Staff 430 

witness Lazare’s similar position are applicable to Mr. Rubin’s testimony as well. 431 

 

Q AT PAGE 3 OF HIS DIRECT TESTIMONY, KROGER EXHIBIT 1.0, KROGER 432 

WITNESS KEVIN C. HIGGINS NOTES THE IMPLICATIONS OF AMEREN’S 433 

PROPOSED RATE MODERATION PLAN AS FOLLOWS:   434 

FIRST, IN ALLOCATING REVENUE RESPONSIBILITY TO 435 
CUSTOMER CLASSES, [AMEREN] CAPS THE RATE INCREASE 436 
ON ANY CLASS TO 150 PERCENT OF AVERAGE.  HOWEVER, 437 
THE 150 PERCENT CAP IS NOT APPLIED TO THE SPECIFIC 438 
CLASS REVENUE REQUIREMENTS IN EACH RATE ZONE; 439 
RATHER, THE 150 PERCENT CAP IS APPLIED TO ‘SUPER 440 
CLASSES’ THAT ARE AGGREGATED ACROSS ALL RATE 441 
ZONES. 442 

 HOW DO YOU RESPOND? 443 

A I agree with Mr. Higgins.  This aggregation concept to which Mr. Higgins refers greatly 444 

diminishes the protections afforded by the rate moderation approach adopted by the 445 

Commission in Ameren’s last rate case.  I noted this in my direct testimony as well.  446 
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The greater the level of aggregation, the less effective the rate moderation program 447 

would be.  Taken to its extreme, aggregation of more and more customers into larger 448 

and larger groups would eventually result in no moderation or protection at all, since 449 

there would be only one class, the entire utility customer base.  As I indicated, 450 

Ameren’s approach not only aggregated rate classes across rate zones, but also 451 

aggregated rate subclasses into rate classes, leading to the exorbitant increases 452 

Ameren’s proposed rates caused for some rate subclasses. 453 

  Adequate protection is provided when the 150% is applied at the customer 454 

subclass level in each rate zone, considering the impacts of both base rates and 455 

PURA Taxes, as was approved by the Commission in the last rate case and as I have 456 

recommended be continued in this case.  I address this issue further in my response 457 

to the rebuttal testimony of Ameren witness Jones below. 458 

 

Response to the Rebuttal Testimony of Ameren 459 

Q HAVE YOU REVIEWED AMEREN’S REBUTTAL TESTIMONY AS IT RELATES TO 460 

THE ISSUES YOU ADDRESS? 461 

A Yes, I have.  Electric cost of service and revenue allocation is addressed by Ameren 462 

Witness Leonard M. Jones, in Ameren Exhibit 31.0.12  Mr. Jones outlines some 463 

significant changes to Ameren’s position on revenue allocation and rate design as 464 

compared to Ameren’s direct testimony. 465 

    In addition to modifying Ameren’s approach on those issues, Mr. Jones 466 

addresses specific points in my direct testimony, along with the direct testimony of 467 

Staff and other intervenor witnesses.  With respect to my direct testimony, Mr. Jones 468 

                                                 
12Gas revenue allocation and rate design is addressed by Ameren witness Karen R. Althoff, 

Ameren Exhibit 33.0.  However, I am offering no specific rebuttal to Ms. Althoff’s rebuttal testimony.  
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generally disagrees with my rate moderation proposal and my proposed allocation 469 

and collection of PURA Taxes.   470 

 

Q PLEASE HIGHLIGHT THE SIGNIFICANT CHANGES IN AMEREN’S REVENUE 471 

ALLOCATION AND RATE DESIGN APPROACH THAT RELATE TO YOUR 472 

ISSUES. 473 

A As I mentioned in my response to Mr. Lazare’s testimony, Ameren has now presented 474 

three separate cost of service studies relating to its three separate rate zones.  475 

Mr. Jones’ revenue allocation and rate design approaches are now based on these 476 

three studies, and are no longer based on a single Ameren-wide cost of service 477 

study.  In addition, he has adopted part of Mr. Lazare’s revenue allocation approach, 478 

whereby he first increases the revenue for each rate zone by the system average 479 

increase.  (However, Mr. Jones generally rejects the subsequent revenue allocation 480 

and rate design components of Mr. Lazare’s proposal.)  As part of this new approach, 481 

Mr. Jones has essentially dropped his prior proposal for movement toward uniform 482 

class distribution delivery charges across the rate zones, the movement he had 483 

proposed to cap at a factor of 1.25. 484 

 

Q HAS MR. JONES PROPOSED SPECIFIC RATES RESULTING FROM HIS 485 

CHANGES TO HIS REVENUE ALLOCATION AND RATE DESIGN APPROACH? 486 

A Yes, he has.  His new proposed charges are shown in Ameren Exhibit 31.2.   487 
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Q DO MR. JONES’ NEW RATES COMPLY WITH THE RATE MODERATION 488 

APPROACH APPROVED BY THE COMMISSION IN THE LAST AMEREN RATE 489 

CASE, WHICH YOU HAVE RECOMMENDED BE ADOPTED IN THIS CASE? 490 

A No.  Mr. Jones’ proposed rates on rebuttal would continue to allow large increases for 491 

certain customer classes and subclasses.  These proposed rates increase essentially 492 

to the same extent as the rates proposed in his direct testimony.  I addressed his 493 

original rates in my direct testimony and analyzed them in IIEC Exhibit 1.1 thereto.  494 

The impact of Mr. Jones’ rebuttal rates are shown on IIEC Exhibit 5.3.  An excerpt 495 

from IIEC Exhibit 5.3 showing the impacts on the DS-4 subclasses in shown in Table 496 

1 below.  Table 1 shows Step 1 rates Ameren proposes be implemented upon 497 

completion of this rate case, as well as its proposed Step 2 and Step 3 rates 498 

implementing further PURA Tax changes.   499 
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TABLE 1 

 Impact of Ameren’s Proposed Rebuttal Increases on 
 DS-4 Zonal SubClasses, including 2013 and 2014 PURA Tax Changes 

 
Percent Increase in Delivery Service & 

PURA Tax Revenue Over Present Charges 
        Step 1   Step 2   Step 3 
      Jan 2012 Feb 2013 Feb 2014 
Line                    Description                          (A)            (B)            (C)     
  

Primary Supply Voltage Subclasses 
  1 Rate Zone I        12.8%    13.9%     15.1% 
  2 Rate Zone II        25.2%    28.5%     31.7% 
  3 Rate Zone III          9.9%    10.7%     11.4% 
        

High Voltage Supply Subclasses 
  4 Rate Zone I        14.2%     22.6%     31.1%  
  5 Rate Zone II        21.3%     35.8%     50.4% 
  6 Rate Zone III        10.1%     16.0%     22.0% 
        

+100 kV Supply Voltage Subclasses 
  7 Rate Zone I        67.2%    280.8%    494.4% 
  8 Rate Zone II        11.5%      58.3%    105.2% 
  9 Rate Zone III        52.7%    220.1%    387.6% 

   

 IIEC Exhibit 5.3 is directly comparable to IIEC Exhibit 1.1 I presented in my direct 500 

testimony, changing only the rates used, i.e., no change in overall revenue 501 

requirement, billing units, etc.  A comparison between the two exhibits shows that 502 

there are only minimal changes among the increases faced by the rate zone classes 503 

and subclasses.  Similarly, Table 1 above, corresponds directly to Table 1 of my 504 

direct testimony, which was shown page 9 of that testimony, IIEC Exhibit 1.0. 505 

  As shown in Table 1 above, Ameren’s proposed rates, especially by Step 3 506 

greatly exceed any reasonable conception of rate moderation, especially for the 507 

above100 kV supply voltage subclasses.  As I indicated in response to Mr. Lazare, 508 

increases in the range of 500%, such as those shown here, are exorbitant and 509 

require further adjustment for any meaningful moderation.   510 
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  Mr. Jones claims at several points in his rebuttal testimony that his revenue 511 

allocation and rate design create the “right balance” between the competing interests 512 

of rate moderation, cost basis, etc.  The impact of his proposed rates, shown in Table 513 

1 above and on IIEC Exhibit 5.3 (which show increases for some classes of 9.9% and 514 

increases for other classes of almost 500%), can hardly be considered a balance.  It 515 

would result in very large increases to the DS-4 class, especially the customers taking 516 

service at the highest voltages, and cannot stand if the Commission continues to 517 

believe that “the rate impact on all of [Ameren’s] rate classes is of great importance to 518 

the Commission.”13 519 

 

Q AT PAGE 4 OF HIS TESTIMONY, MR. JONES INDICATES THAT AMEREN 520 

ADOPTS MR. LAZARE’S FIRST STEP OF HIS REVENUE ALLOCATION 521 

METHODOLOGY, WHERE HE HAS PROPOSED TO MOVE HALF THE DISTANCE 522 

FROM EQUAL PERCENTAGE ACROSS-THE-BOARD INCREASES TO FULLY 523 

COST-BASED REVENUE ALLOCATIONS FOR THE THREE RATE ZONES.  HOW 524 

DO YOU RESPOND? 525 

A It is my understanding that Mr. Lazare’s revenue allocation approach was predicated 526 

on the fact that Ameren had submitted only one cost of service study, rather than 527 

three zonal cost studies.  Mr. Lazare claimed that his options were limited given the 528 

lack of viable cost of service studies to support revenue allocations to the rate classes 529 

within the three rate zones (ICC Staff Exhibit 14.0, page 19).   530 

The most reasonable and equitable approach in the absence of a 531 
useful cost foundation entails allocating base revenues to the rate 532 
classes on an equal percentage, across-the-board basis.  (ICC Staff 533 
Exhibit 14.0, page 19) 534 
 

                                                 
13Commission’s April 29, 2010 Order in Ameren’s last rate case, at page 295. 
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Therefore, now that Ameren has proposed zonal cost of service studies (which are 535 

improved upon by IIEC witness David Stowe), there is no obvious need for the 536 

across-the-board approach.  Therefore, I continue to recommend movement toward 537 

cost of service, by rate zone and rate class and subclass, constrained only by the rate 538 

moderation criteria I have outlined. 539 

 

Q AT PAGE 4, LINE 83, THROUGH PAGE 5, LINE 87, MR. JONES PROPOSES A 540 

MODIFICATION TO HIS RATE MODERATION PROPOSAL TO LIMIT THE 541 

INCREASES TO INDIVIDUAL RATE CLASSES SUCH THAT THEY DO NOT 542 

EXCEED 1.5 TIMES THE OVERALL PERCENTAGE INCREASE ALLOCATED TO 543 

THE RATE ZONE, OR 10%, WHICHEVER IS GREATER.  HOW DO YOU 544 

RESPOND? 545 

A I believe there is merit to Mr. Jones’ 10% floor concept.  Should the increase for one 546 

of the rate zones end up being very small, for example, 1%, a rate moderation cap of 547 

1.5% (1.5 times 1%) may not represent a reasonable threshold for avoidance of rate 548 

shock.  Mr. Jones’ proposed floor on the percentage cap of 10% is reasonable, but it 549 

should be applied at the subclass level, to ensure that more customers are 550 

adequately protected. 551 
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Q IN THAT REGARD, MR. JONES TESTIFIES AT PAGE 5 THAT HE CONTINUES TO 552 

MAINTAIN THAT THE REVENUE ALLOCATION METHODOLOGY SHOULD NOT 553 

EXTEND TO THE VOLTAGE SUBCLASS LEVEL FOR DS-3 AND DS-4.  HE 554 

CLAIMS THAT APPLYING THE REVENUE ALLOCATION AT THIS LEVEL DOES 555 

NOT PERMIT THE DS-4 HIGH VOLTAGE AND +100 KV CLASSES TO INCREASE 556 

BY A LEVEL GREAT ENOUGH TO MAKE MEANINGFUL PROGRESS TOWARD 557 

ELIMINATING THE PURA TAX “SUBSIDY.”  HOW DO YOU RESPOND? 558 

A As with my response to Mr. Lazare’s comparable claim of subsidy, that claim is highly 559 

contingent on the notion that kWh delivered are entirely responsible for the level of 560 

taxes imposed on Ameren.  As I have demonstrated in my direct testimony and will 561 

address further in this rebuttal testimony, this simply is not the case.   562 

  Setting that aside, however, I recommend that Mr. Jones’ call for “meaningful 563 

progress” should not take precedence over the fundamental rate design concept of 564 

rate moderation and avoidance of rate shock.  The sets of customers who take 565 

service at high voltage and +100 kV are groups of similarly situated customers, just 566 

like any other class definitions.  This class or subclass of customers deserves 567 

moderation of the impact of rate increases on their bills just as much as other 568 

customer classes.  Mr. Jones’ continued insistence on depriving them of protection 569 

from rate shock at that level, in contradiction to the Commission’s order in the last 570 

Ameren rate case, remains puzzling to me.  I expect that if residential customer 571 

classes or subclasses were the subject of delivery service increases approaching 572 

500%, the Company’s enthusiasm for proposing the “meaningful progress” in the 573 

magnitude it contemplates here, and for ignoring the associated subclass impacts, 574 

would be greatly diminished.  575 
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  Furthermore, at a different point in his rebuttal testimony, where he responds 576 

to my direct testimony and criticizes moderation at the subclass level, Mr. Jones’ own 577 

figures show my proposal would cause the rate for recovery of the PURA Tax 578 

expense for the subclass examined to increase by 41%.14  An increase of this 579 

magnitude could reasonably be considered to be “meaningful progress.” 580 

 

Q AT PAGE 30 OF HIS TESTIMONY, MR. JONES RESPONDS TO A CLAIM THAT 581 

YOU REJECT HIS OPINION THAT RATE MODERATION AT THE SUBCLASS 582 

LEVEL IS UNNECESSARY FOR THE DS-3 CLASS.  HOW DO YOU RESPOND?  583 

A The claim that he responds to mischaracterizes my position and is inherent in the 584 

question asked of him at lines 618 through 619 of his testimony.  Although the 585 

question does not indicate where in my testimony I made such a claim, I presume it 586 

refers to page 11, lines 239-247 of my direct testimony.  As I stated very clearly in 587 

that portion of my testimony, I believe that moderating the rate impact is important for 588 

all Ameren rate classes, including DS-3.  The rate moderation protection that I have 589 

proposed, and which the Commission adopted in the last Ameren rate case, does not 590 

reduce the magnitude of every increase the Commission finds is cost based.  The 591 

plan has an effect only if the increase in charges would exceed the defined criteria.  If 592 

a particular class or subclass would already receive a moderate increase, i.e., not in 593 

excess of the rate moderation threshold, then no downward adjustment is necessary 594 

and none would be required by my proposed moderation plan.  That happened to be 595 

the case for DS-3 customers under Mr. Jones’ revenue allocation and rate design.  596 

However, since there is no guarantee that the Commission ultimately will allocate 597 

                                                 
14.00413 cents per kWh ÷ .0100 cents per kWh equals 41%.  (Ameren Exhibit 31.0 at 

31:645-646) 
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revenues and design rates as Mr. Jones would like, the rate moderation protection 598 

needs to be in place for that class as well, in the event it would otherwise face an 599 

extraordinary rate increase. 600 

  Because of its design, application of my moderation plan to every class and 601 

subclass would not have unintended effects; it would only have a moderating effect 602 

on those classes or subclasses where the criteria the Commission approved in 603 

Ameren’s last rate case identify a need.   604 

  Consequently, Mr. Jones’ entire answer to the question shown at page 30, line 605 

621, through page 31, line 634 is based on a misconception that I had proposed 606 

disparate treatment of certain customer subgroups. 607 

 

Q AT PAGE 32 OF HIS TESTIMONY, MR. JONES RESPONDS TO A CLAIM THAT 608 

YOU CONTEND HIS PROPOSED 14.95% APPLIED TO THE DS-4 CLASS 609 

VIOLATES THE COMMISSION’S RATE MODERATION POLICY.  HE EXPRESSES 610 

HIS DISAGREEMENT.  HOW DO YOU RESPOND? 611 

A First I will clarify that the 14.95% cap proposed by Ameren was based on Ameren’s 612 

proposal for movement toward uniform rates across rate zones.  I explained this at 613 

page 14, line 317, through page 15, line 325, of my direct testimony.  Ameren is no 614 

longer proposing its proposed movement toward uniform rates across rate zones as it 615 

did in direct testimony.  Therefore, the claim to which he is responding is no longer 616 

directly applicable.   617 

  However, despite its lack of applicability, there is no denying that such a cap 618 

figure, because it is above 10.87% (from direct testimony) would violate the 619 

Commission’s previously established rate moderation policy in Ameren’s last rate 620 

case, as I stated. 621 
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  Later, Mr. Jones asserts that the Commission’s rate moderation method used 622 

in one case may be different from the one used in the next case.  He goes on to say it 623 

is common for the Commission to make adjustments, based on the facts in a current 624 

case.15  Mr. Jones’ assertion is interesting given his reliance on the decision in the 625 

last Ameren rate case as the reason for not considering changes to items like the 626 

PURA Tax allocation or recovery method.16 627 

 

Q AT PAGE 34, MR. JONES ADDRESSES YOUR CLAIM THAT THE PURA TAX 628 

BURDEN CAN GO UP OR DOWN IN WAYS THAT ARE NOT A DIRECT RESULT 629 

OF AMEREN’S DELIVERY VOLUMES AND IS HEAVILY DEPENDENT ON THE 630 

KWH DELIVERIES OF OTHER UTILITIES IN THE STATE.  HE CALLS YOUR 631 

ANALYSIS A “PROVERBIAL RED HERRING” AS IT IGNORES THE “FACT” 632 

THAT THE PURA TAX AMOUNT IS ULTIMATELY STILL DRIVEN BY KWH 633 

SALES.  HOW DO YOU RESPOND? 634 

A Mr. Jones provides no evidentiary basis for denying, and Mr. Jones does not deny, 635 

that in years when the statewide cap on PURA Taxes is exceeded, the tax 636 

responsibility of a utility is its proportional share of the tax payments of all utilities in 637 

the state.  These tax payments of other utilities are in turn affected by several factors, 638 

including the 1997 levels of plant in service levels that set their tax tier rates, along 639 

with their associated kWh deliveries.  It is simply incorrect to suggest that the tax 640 

burden in any year for Ameren is dependent wholly on its energy deliveries, which is 641 

the implication of Ameren’s proposal to allocate (and ultimately collect) the PURA Tax 642 

on a straight energy basis.  My recommended approach to allocation of PURA Tax, 643 

                                                 
15Ameren Exhibit 31.0 at page 32: 665-667. 
16For example, see Mr. Jones’ statement at page 33, lines 683-684, in Exhibit 31.0.  
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as described at pages 30-32 of my direct testimony is a better and fairer 644 

representation of the cause of the tax and associated allocation.   645 

  Mr. Jones goes on to dismiss the notion that the PURA Tax is related to plant, 646 

claiming that “if plant investment at [Ameren] were to double on one extreme, or 647 

completely vanish on another extreme, it would have no impact on the level of 648 

Distribution Tax owed.”17  Unfortunately, Mr. Jones continues to fail to acknowledge 649 

that in addition to the deliveries of Ameren, the PURA Tax rates have equal causative 650 

effect.  These tax rates preserve the 1997 level of PURA Tax payments, which were 651 

directly proportional to (0.8% of) the utilities’ plant investment. 652 

  Using Mr. Jones’ logic, it would be equally true to say that if Ameren’s 1997 653 

plant in service were double its actual level, its tax burden today would be double 654 

(ignoring the impact of the statewide cap). 655 

  To reiterate what I have explained before, my position (and the basis for my 656 

two-part allocation proposal) is that the cause of the tax is in two parts:  (1) the plant 657 

in service level in 1997; and (2) growth in the tax levels due in part to increased 658 

energy deliveries post 1997.  As indicated in my direct testimony, the latter is 659 

reasonably allocated on an energy basis.  The tax associated with the former, 660 

however, is best allocated on current plant in service levels, as the better proxy for 661 

1997 plant in service levels.   662 

 

                                                 
17Ameren Exhibit 31.0 at page 34, lines 701-703. 
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Q WHY ARE CURRENT PLANT IN SERVICE ALLOCATORS A BETTER PROXY 663 

FOR 1997 PLANT IN SERVICE ALLOCATORS THAN WOULD BE A STRAIGHT 664 

ENERGY ONLY ALLOCATOR? 665 

A This is because the plant in service that has been divested by Ameren was primarily 666 

generation plant.18  Also, while not divested, transmission plant is segregated from 667 

distribution delivery service consideration.  Generation plant tends to be allocated 668 

primarily on a demand basis, more so than on an energy basis.  Transmission plant is 669 

also allocated on a demand basis.  Distribution plant in service is also allocated 670 

primarily on a demand basis.19  The plant in service allocators for distribution plant 671 

today are primarily demand allocators, since demand allocators are used to allocate 672 

most of the plant in service.  And the tax rate tiers designed to preserve each utility’s 673 

level of payments masks any effect of plant divestment.  Therefore, the current 674 

demand allocators represent a reasonable proxy for how the 1997 plant in service tax 675 

amount would have been allocated.  Since generation, transmission and distribution 676 

plant all were allocated, at least primarily, on demand, a straight energy only allocator 677 

would be an extremely poor proxy for representing the causal responsibility of the 678 

customer classes for 1997 levels of plant in service, that are embedded in the current 679 

PURA Tax rates. 680 

  It is for these reasons that I continue to believe that my two-part allocator of 681 

the PURA Tax is the fairest method, as it recognizes both the historical cause of the 682 

tax obligation and one of the current causes of the incremental increase in the 683 

amount of the obligation following the 1997 change in PURA Tax law.  It should be 684 

adopted by the Commission. 685 

                                                 
18As acknowledged by Mr. Jones at page 36 of his rebuttal testimony. 
19Some distribution plant is allocated on a customer basis, but none is allocated on an energy 

basis. 
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Q ON PAGE 36, MR. JONES REFERS TO AN ANALYSIS FROM HIS DIRECT 686 

TESTIMONY THAT SHOWS THAT AMEREN WOULD LOSE REVENUE BY 687 

ADDING A 100 MW CUSTOMER SERVED ON DS-4 AT THE +100 KV SUPPLY 688 

VOLTAGE, BECAUSE THE ADDITIONAL DISTRIBUTION TAX BURDEN WOULD 689 

OVERWHELM ALL MARGINAL REVENUE SOURCES.  HOW DO YOU 690 

RESPOND? 691 

A Although Mr. Jones’ analysis is not completely accurate, since he does not take into 692 

account what happens when the statewide tax level is exceeded, it is generally 693 

correct, as relates to tax increases above 1997 levels.  However, no amount of 694 

additional load will change the fact that the present PURA tiered charges were 695 

designed to maintain a base level of tax revenue for the state, pegged at 1997 levels 696 

of invested capital taxes paid by the utilities.  My method is a fair treatment. 697 

  The criticism Mr. Jones observes could be levied at many new customer 698 

situations.  For example, when a new residential customer requires service, facilities 699 

are installed pursuant to Ameren’s line extension policy.  Assume two customers next 700 

door to each other, one with 25 year old utility service facilities and the other with 701 

brand new standard service facilities.  Further assume both customers pay the same 702 

utility class-average delivery rates and consume the same amount of energy.  In the 703 

case of the 25 year old residence, the depreciated value of the installed utility 704 

distribution facilities is likely very small.  At Ameren’s rates, the utility would earn a 705 

very healthy return on its largely depreciated investment.  In contrast, considering the 706 

non-depreciated, higher original cost, value of facilities serving the new residence, 707 

Ameren’s delivery revenues probably do not pay the additional cost imposed by the 708 

addition of the new customer.  Such a situation is not at all unusual. 709 
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   Ultimately, what Mr. Jones’ analysis shows is the effect of treating taxes on 710 

the utility like taxes assessed directly on the industrial customer he selected.  The 711 

result is not surprising, since that PURA Tax calculation method is not friendly to 712 

industrial economic development.  This is particularly true if the tax assessment is 713 

recovered from customers through the per kWh rider proposed by Ameren and/or the 714 

flash cut approach recommended by Staff witness Lazare and AG/CUB witness 715 

Rubin. 716 

 

Q AT PAGE 37, IN DISCUSSING YOUR POSITION THAT CONTINUED EXCLUSION 717 

OF THE PURA TAX CHARGE FROM BASE RATES IS NOT APPROPRIATE, MR. 718 

JONES ESSENTIALLY STATES THAT AMEREN IS REQUIRED TO EXCLUDE IT 719 

BASED ON THE COMMISSION’S EXPRESSION OF INTENT IN THE LAST 720 

AMEREN RATE CASE TO OPERATE THE PURA TAX AS A PASS-THROUGH 721 

TAX.  HOW DO YOU RESPOND? 722 

A To begin, I note Mr. Jones’ testimony at page 32, lines 665-667, as I mentioned 723 

earlier where he points out that it is common for the Commission to make 724 

adjustments based on the facts in a current case.  I also note his statements at page 725 

29, lines 587-588, where he acknowledges that while ”[w]e can learn from the prior 726 

order,” with the evidence in a later record, “new perspectives can be brought to an old 727 

issue.”  From these statements, and his proposed deviations from the Commission’s 728 

order discussed above, I observe that Mr. Jones does not really believe he is 729 

constrained to never propose a change to a prior Commission policy. 730 

As I indicated in my direct testimony, I believe the Commission was in error in 731 

removing PURA Taxes from the revenue requirement and collection through a 732 

separate rider in the last rate case.  This case represents an opportunity for the 733 
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Commission to correct the error it made in removing PURA Tax expense from base 734 

rates and collection through a separate rider in Ameren’s last rate case and to return 735 

it to base rates.  As I indicated in my direct testimony, this would also make the PURA 736 

Tax collection treatment consistent with the treatment of the tax in the recently 737 

completed Commonwealth Edison Company delivery service rate case, Docket No. 738 

10-0467.20 739 

Perhaps most important in this section of his testimony is that Mr. Jones 740 

indicates at page 38 that Ameren “would not oppose a move to reintegrate the 741 

Distribution Tax charge in to base rates.”  I interpret this passage to mean that Mr. 742 

Jones agrees with me that the distribution or PURA Tax is properly a base rate 743 

charge and that the only reason Ameren has proposed it be removed from base rates 744 

in this case is because of the Commission’s treatment in the last Ameren rate case.   745 

 

Q FINALLY, AT PAGE 38 OF HIS TESTIMONY, MR. JONES NOTES THAT YOU DID 746 

NOT PROPOSE WHAT YOU THOUGHT WOULD REPRESENT A REASONABLE 747 

PHASE-IN OF THE PURA TAX, ASIDE FROM ADJUSTING VALUES ONLY IN 748 

RATE CASES.  HOW DO YOU RESPOND? 749 

A Mr. Jones is correct.  I did not make such a proposal, consistent with the fact that the 750 

PURA Tax is a utility expense much like any other utility expense, and that the 751 

establishment of a phase-in for one among many similar expenses is an extraordinary 752 

measure.  However, having reviewed the extreme positions of Staff and AG/CUB for 753 

instant movement to equal per kWh charges for the PURA Tax expense, as proposed 754 

                                                 
20See page 33, lines 686, through page 34, line 689, of my direct testimony for further 

discussion. 
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by Staff witness Lazare and AG witness Rubin, I am forced to reevaluate the notion of 755 

phase-in. 756 

  Although I do not normally recommend post-order changes in rates as 757 

contemplated by a phase-in approach, and I still strongly support the case by case 758 

approach that is assumed in my direct testimony, should the Commission order a 759 

phase-in, I have a recommendation.  Specifically, I recommend that any post-order 760 

phase-in of PURA Tax changes be made in a manner that does not introduce rate 761 

shock or rates that are not moderated, similar to the considerations made for initial 762 

rates resulting from the rate case.  As shown on Table 1, earlier in this testimony, 763 

movement from the Step 1 to Step 2 rates and from Step 2 to Step 3 rates would 764 

represent as much as over 200% increases in each step.  Such annual increases 765 

require moderation.   766 

  Therefore, should the Commission implement a post-order phase-in of PURA 767 

Taxes, the levels should be set such that they are moderated on a comparable basis 768 

as the rate moderation plan that I recommend in this case, over a comparable time 769 

frame.  More specifically, I would recommend movement in the PURA Tax to a 770 

degree that no customer class or subclass receives a total increase in its overall 771 

delivery rates (including both base rates and PURA Tax) as a result of the order in 772 

this case in an amount greater than that approved as moderation for Step 1, taking 773 

into account the amount of time since the change. 774 

  For example, using Mr. Jones’ 13.53% cap example for Rate Zone I as shown 775 

on Ameren Exhibit 31.1, should this become the ceiling approved by the Commission, 776 

this would mean that the Commission finds acceptable rates for Rate Zone I to be 777 

increased by as much as 13.53% since the last rate case.  Since the rates in this 778 

case would take effect roughly two years after the rates resulting from the last rate 779 
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case, it would be reasonable to allow that level of increase to increase over the two 780 

subsequent years, or 6.77% each year (13.53 x .5). 781 

  Therefore, in this example, the Stage 2 change to PURA Tax would be limited 782 

to the amount that would cause total delivery charges (base rates plus PURA Tax) to 783 

go up by no more than 6.77% over Stage 1 rates and the Stage 3 change would cap 784 

the tax such that the overall increase in total delivery charges is no more than 6.77% 785 

above the February 2013, stage 2, rates.21  This approach is illustrated in Table 2, 786 

below. 787 

 
Table 2 

 
Illustration of Moderated PURA Tax Phase-In 

(at Ameren’s Proposed Rate Zone 1 Cap Level) 
 
 
                  Effective Date                   

Cap on Total 
Delivery Costs 

 
   January 2012 (Step 1)          13.53% 
   February 2013 (Step 2)            6.77% 
   February 2014 (Step 3)            6.77% 
        Total Increase Over Three Steps 
 

         29.42%22 

 

  The approach that I have outlined above would represent a reasonable 788 

phase-in of the increases, considering rate moderation in the same manner as the 789 

Commission considered it in the last Ameren rate case and as I have recommended 790 

in this case.   791 

 

                                                 
21I recommend that these increases be computed on the basis of the billing units used in this 

case, not updated actual at the time.  This will simplify the process and will allow the Stage 2 and 
Stage 3 phase-in levels to be computed at the conclusion of this case.      

22Total includes the effect of compounding.  The arithmetic sum is 27.07%. 



IIEC Exhibit 5.0 
Robert R. Stephens 

Page 37 
 

 

BRUBAKER & ASSOCIATES, INC. 

Q DO YOU HAVE ANY OTHER COMMENTS RELATED TO THE ALLOCATION AND 792 

COLLECTION OF PURA TAXES? 793 

A Yes.  At page 32 of my direct testimony, I described that I asked IIEC witness Stowe 794 

to compute the allocation of PURA Tax using my proposed allocation process.  I 795 

provided the results on IIEC Exhibit 1.5.  Now that Ameren has provided three 796 

separate cost of service studies allocating costs for each of the separate rate zones, 797 

it useful to show the revised per unit energy charges for PURA Tax for each class and 798 

subclass, by rate zone.  At my request, Mr. Stowe has performed these additional 799 

computations and presented the results in Tables 9, 10, and 11 of his rebuttal 800 

testimony, along with per kWh charges derived by simply dividing the allocated 801 

amounts by the class or subclass kWh.23 802 

  As with the per kWh charges shown on IIEC Exhibit 1.5 to my direct 803 

testimony, I am not recommending the per kWh charges shown Mr. Stowe’s Tables 9, 804 

10 and 11 necessarily be adopted, for the reasons I discussed at page 32, line 664 805 

through page 33, line 677 of my direct testimony. 806 

 

                                                 
23The assumed total zonal test year PURA Tax obligations that I provided to Mr. Stowe are the 

proportional shares of the total test year PURA Tax obligation of Ameren, using the 2010 PURA Tax 
obligations of the legacy Ameren utilities corresponding to the current Rate Zones.   
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Q IN HIS REBUTTAL TESTIMONY, AMEREN EXHIBIT 21.0, AT PAGE 10, AMEREN 807 

WITNESS CRAIG NELSON RESPONDS TO THE ISSUE OF A 2.6 MILLION PURA 808 

TAX INCREMENT CAUSED BY THE MERGER OF THE AMEREN UTILITIES, 809 

THAT YOU ADDRESSED IN YOUR DIRECT TESTIMONY.  HE CLAIMS THAT YOU 810 

ARE NOT CORRECT THAT THIS $2.6 MILLION IS A FORM OF MERGER COSTS.  811 

HOW DO YOU RESPOND? 812 

A Mr. Nelson’s response relies on a legal definition of merger costs under 813 

Section 16-111 (1) of the Public Utilities Act.  He claims that this $2.6 million increase 814 

in taxes is not a cost required to “implement the merger.”  I take no exception with Mr. 815 

Nelson’s legal interpretation nor his characterization of the $2.6 million PURA Tax 816 

increment as not a cost to implement the merger.  Rather, it is a cost that is the result 817 

of the merger.  The fact is, had Ameren not chosen to merge its utilities, it would not 818 

be faced with the $2.6 million PURA Tax increment in the test year. 819 

  Unlike the merger costs characterized by Mr. Nelson, this particular tax 820 

increment was not “outside [Ameren]’s control.”  Ameren unilaterally chose to merge 821 

its legacy utilities.  If it was not aware that this would cause its PURA Tax obligation to 822 

increase, it certainly should have been.  My position in my direct testimony, that 823 

benefits of the merger should offset this tax increment, stands.   824 

 

Q MR. NELSON GOES ON TO INDICATE HIS BELIEF THAT BENEFITS OF THE 825 

AMEREN MERGER WOULD STILL EXCEED COSTS EVEN IF THE $2.6 MILLION 826 

PURA TAX INCREMENT IS INCLUDED.  HOW DO YOU RESPOND? 827 

A Mr. Nelson claims that an adjustment related to the additional PURA Tax cost in the 828 

test year is not necessary.  He refers to the testimony of Ameren witness James 829 

Mazurek for explanation.  Mr. Mazurek covers this issue at page 8 of his testimony, 830 
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Ameren Exhibit 30.0, and refers to Ameren Exhibit 30.4 purportedly to show that the 831 

merger does produce savings that would offset some or all of the $2.6 million cost 832 

increment. 833 

  I have reviewed Ameren Exhibit 30.4.  I note that in the test year, 2012, this 834 

exhibit shows alleged net savings that are somewhat below the $2.6 million PURA 835 

Tax increment.  However, in years subsequent to the test year, i.e., 2013 through 836 

2015, Mr. Mazurek alleges savings that are, in fact, in excess of the $2.6 million test 837 

year increment. 838 

  I make no judgment on whether Mr. Mazurek’s estimates are reasonable.   839 

 

Q BASED ON THE INFORMATION YOU HAVE REVIEWED, ARE YOU STILL 840 

RECOMMENDING THAT AN ADJUSTMENT TO AMEREN’S REVENUE 841 

REQUIREMENT IS WARRANTED? 842 

A I will defer to the Commission on this.  If the Commission is convinced that the 843 

benefits of the merger are reasonably likely to exceed the additional $2.6 million 844 

PURA Tax cost that Ameren has imposed on itself through the merger, then an 845 

adjustment is not warranted.  However, should the Commission determine that Mr. 846 

Mazurek’s estimates are not reasonable, then it should find an offsetting adjustment 847 

to be appropriate. 848 

 

Q DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 849 

A Yes, it does. 850 
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