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I. INTRODUCTION 7 

Q. Please state your name and business address. 8 

A. My name is Michael S. Abba.  My business address is 1800 West Main Street, Marion, 9 

Illinois 62959. 10 

Q. Are you the same Michael S. Abba who previously provided testimony in this 11 

proceeding? 12 

A. Yes.  I previously provided both direct and rebuttal testimony, as well as direct testimony 13 

on rehearing on behalf of Ameren Illinois Company d/b/a Ameren Illinois (“AIC” or “Ameren 14 

Illinois”) in this proceeding. 15 

II. PURPOSE OF TESTIMONY AND IDENTIFICATION OF EXHIBITS 16 

Q. What is the purpose of your rebuttal testimony on rehearing? 17 

A. The purpose of my rebuttal testimony is to comment on and respond to Illinois 18 

Commerce Commission (“ICC” or “Commission”) Staff (“Staff”) and Intervenor witnesses’ 19 

direct testimony.  Specifically, I am responding to certain positions in the direct testimonies of 20 

Comverge, Inc. (“Comverge”) witness Mr. Frank Lacey, Citizens Utility Board 21 

(“CUB”)/Environmental Law and Policy Center (“ELPC”) witnesses Mr. Christopher Thomas 22 
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and Mr. Colin Meehan and Attorney General (“AG”) witness Mr. J. Richard Hornby.  I also 23 

comment generally on the direct testimonies filed by Staff witnesses Dr. David Brightwell and 24 

Dr. Eric Schlaf.   25 

Q. Are you sponsoring any exhibits with this testimony? 26 

A. Yes.  I am sponsoring a revised Cost/Benefit Analysis attached to my testimony as 27 

Exhibit 8.1RH.  As explained below, the Company has made one correction to the Cost/Benefit 28 

Analysis.  In addition, the Company has added another sensitivity analysis in response to Staff 29 

and Intervenor direct testimony.  I am also sponsoring Exhibit 8.2RH which provides further 30 

comparisons of the various analyses done by Ameren Illinois and the various Intervenors. 31 

III. COST BENEFICIAL – SUMMARY OF POSITIONS 32 

Q. Can you summarize the results of the base case and sensitivities that AIC submitted 33 

in its direct filing for this rehearing proceeding? 34 

A. Yes.  The base case in the Cost/Benefit Analysis as submitted in direct testimony for this 35 

rehearing proceeding assumes a deployment of AMI to 62% of Ameren Illinois electric 36 

customers by 2019, and yields a net present value (“NPV”) of $406 million for the 20 year 37 

analysis period (2013-2032).  To show the robustness of the AMI Plan, the Cost/Benefit Analysis 38 

also includes sensitivity analyses around ten different factors (deployment timeframe and % of 39 

customers receiving AMI meters, O&M benefits, O&M costs, Capital costs, Consumption on 40 

Inactive meter benefits, Uncollectible benefits, customer opt-out option, premise visits for non-41 

pay disconnect requirement, energy theft benefit, and customer/societal benefits).  By varying 42 

these factors, both positively and negatively in many cases, the analysis includes 18 individual 43 

sensitivity analyses that range in resultant NPV from $200 million (a reduction of $206 million 44 



Ameren Exhibit 8.0RH 
Page 3 of 45  

from the base case) to $711 million (an increase of $305 million from the base case).  The NPV 45 

of the analysis remains positive throughout all the sensitivities.   46 

Q. What positions and analysis were put forward by Staff and Intervenors? 47 

A. Staff analyzed the Plan's projected societal benefits and concludes there were sufficient 48 

societal benefits for the Plan to be cost beneficial.  Staff does not recommend any changes to the 49 

Plan as filed on rehearing.  Comverge reviewed the Plan's demand response benefits and is also 50 

supportive of the Plan as filed.  CUB/ELPC does not believe the Commission should approve the 51 

Plan as filed and proposes the Commission order workshops directed by the Smart Grid 52 

Advisory Council (“SGAC”) to modify the Plan.  CUB/ELPC does not believe AIC has offered 53 

sufficient detail or commitments to demonstrate the projected benefits will be achieved, but has 54 

not offered an alternative calculation of the Plan's projected benefits.  The AG concludes the Plan 55 

offers "very limited societal benefits" and finds the Plan, "under one analytical perspective, is not 56 

cost-beneficial."  The AG, however, does not recommend the Commission reject the Plan.  57 

The chart below (also included in Exhibit 8.2RH) represents the parties' various 58 

quantifiable analyses of the Plan's costs and benefits, and includes additional corrections to some 59 

of the parties’ analysis, which will be explained in more detail in subsequent sections of my 60 

testimony, as well as that of other Ameren Illinois witnesses: 61 
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PV (Millions of Dollars)
AIC Direct 
Base Case

AIC Rebuttal 

Base Case1

AIC 
Multivariable 

Sensitivity 

Case1

AIC 
Comverge 

"No DR 
Benefit / 

Cost" 
Scenario

Staff 
Sensitivity 

"Base 

Case"1,2,3,5

Staff 
Sensitivity 

"With 3.62% 
Discount 

Rate"1,2,3,5

Staff 
Sensitivity 

"With Actual 

WACC"1,2,3,5

AG 
Sensitivity 

"Societal"2,4

AG 
Sensivitity 

"TRC"2,4

AG 
Sensivitity 

"TRC & 
Actual 

WACC"2,4

AG 4.20 
Sensitivity 

"Societal"2,4

AG 4.20 
Sensitivity 

"TRC"2,4

AG 4.20 
Sensitivity 

"TRC & 
Actual 

WACC"2,4

Costs 465.5$           466.1$           458.1$           464.0$           327.7$          454.6$          355.5$          452.2$          313.9$          353.1$          452.2$           313.9$           353.1$          

Benefits
O&M Savings 334.7             334.7             334.7             334.7             197.2           334.7           225.5           334.7           185.9           225.5           334.7             185.9             225.5           
CIM & Uncollectibles 48.7               48.7               48.7               48.7               29.5             48.7             33.5             48.7             27.9             33.5              48.7               27.9              33.5             
Demand Response 240.6             240.6             101.9             -               64.8             120.3           76.0             61.1             30.7             38.6              85.2               43.2              54.1             
Energy Efficiency 14.2               14.2               6.4                14.2               -              -              -              7.1              3.6              4.5               7.1                3.6               4.5              
EV Enhancement 90.1               90.1               45.2               90.1               -              -              -              -              -              -               -                -               -              
Carbon Reduction 6.3                6.3               2.8                6.3               -              -              -              2.8              -              -               2.8                -               -              
Customer Outage Benefit 17.6               17.6               17.6               17.6               10.3             17.6             11.8             17.6             9.7              11.8              17.6               9.7               11.8             
Terminal Value 119.3             119.3             66.4               56.3               22.8             59.6             29.3             44.7             15.4             22.1              49.9               17.2              24.6             

Total Benefits 871.5             871.5             623.6             567.8             324.5           580.9           376.0           516.8           273.3           336.1           546.0             287.5             354.1           

Benefit / Cost Ratio 1.87               1.87               1.36               1.22               0.99             1.28             1.06             1.14             0.87             0.95              1.21               0.92              1.00             

Discount Rate 3.62% 3.62% 3.62% 3.62% 8.25% 3.62% 7.02% 3.62% 8.80% 7.02% 3.62% 8.80% 7.02%

Rate of Return 14.32% 14.30% 9.21% 7.32% 8.06% 8.06% 8.06% 6.15% 6.05% 6.05% 7.16% 7.07% 7.07%

5Deemed by Staff as "extreme & unfavorable"

Ameren Illinois AMI Cost / Benefit Analysis Comparisons

Ameren Illinois Adjustments to Original Analyses
1Includes Direct Load Control incremental technology costs
2Excludes incremental EV enhancment costs
3Excludes incremental energy efficiency technology costs
4Terminal value discount rate corrected

AIC Analysis Staff Analysis AG Analysis

 62 

Q. What projected benefits did Staff and Intervenors review and take issue with? 63 

A. It appears Staff and Intervenors did at least a high level review all the benefits within the 64 

analysis, but chose to only do detailed reviews and took issue with only a portion of the 65 

customer/societal benefits, namely the demand response, energy efficiency, electric vehicle 66 

enhancement, and carbon reduction benefits.  67 

Q. What projected costs and benefits did no party take issue with? 68 

A. Other than the four customer/societal benefits mentioned above, namely demand 69 

response, energy efficiency, electric vehicle enhancement, and carbon reduction (and the 70 

incremental costs associated with these benefits), no party took issue with the remaining costs 71 

and benefits included in the cost/benefit analysis.  No issues were brought up with any of the 72 

other capital and O&M costs included in the AMI Plan, nor were any issues brought up with any 73 

of the operation or other customer benefits. 74 
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Q. Can you summarize what corrections and additional sensitivities AIC conducted on 75 

rebuttal? 76 

A. Yes.  Ameren Illinois made one minor correction to the dollar amount of direct load 77 

control technology costs that were included in the base case analysis, and also conducted on 78 

additional multi-variable sensitivity analysis in response to Intervenor testimony.  Both of these 79 

changes are explained in more detail in subsequent sections of my testimony.   80 

Q. Have any of the positions taken by Intervenors changed the Company's opinion on 81 

whether implementation of the AMI Plan presented on rehearing is cost beneficial? 82 

A. No.  Both Staff and the AG recognize the Plan is cost-beneficial, if projected 83 

customer/societal benefits are included and a customer/societal discount rate is used.  Granted, 84 

Staff and AG's analyses indicate the Plan is not cost beneficial, if all (or almost all) projected 85 

customer/societal benefits are excluded and a discount rate of greater than 8% is used.  But while 86 

it may be appropriate to use these "extreme" assumptions to test the robustness of the Plan's 87 

projections, these are not reasonable assumptions for the base case.  As shown below, even if 88 

modest adjustments are made to the projected benefits Staff and AG reviewed, the Plan remains 89 

cost beneficial with a discount rate equivalent to AIC’s net-of-tax Weighted Average Cost of 90 

Capital (“WACC”). 91 

IV. RESPONSE TO COMMISSION STAFF 92 

Q. What conclusions has Staff drawn in its direct testimony on rehearing? 93 

A. Staff witnesses Dr. Brightwell and Dr. Schlaf take issue with certain assumptions used in 94 

the calculation of projected societal benefits from electric AMI.  Dr. Brightwell, however, finds 95 

“there are nevertheless sufficient benefits to show AMI deployment is cost-beneficial” and 96 
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concludes “the [AMI] plan is cost beneficial as that term is defined in Section 16-108.6(a) of the 97 

PUA.”  (ICC Staff Ex. 5.0, ll. 54-55, 67-68.) 98 

Q. Has Staff proposed any modifications to the Plan? 99 

A. No.  Neither Dr. Brightwell nor Dr. Schlaf proposes any modifications to the Plan. 100 

Q. What is your takeaway from Staff's testimony? 101 

A. My takeaway is Staff finds implementation of the AMI Plan presented on rehearing will 102 

be cost beneficial, as defined by Section 16-108.6(a).  This was the sole statutory requirement 103 

that Staff believed the original Plan presented did not satisfy, and it was the last obstacle in the 104 

way of gaining Commission approval of the Plan pursuant to Section 16-108.6.   105 

Q. Do you have any comments on the specific concerns raised by Staff raised about 106 

certain assumptions used in the calculation of the Plan's projected societal benefits? 107 

A. My only general comment is Dr. Brightwell himself admits the assumptions used by Staff 108 

are "extreme and unfavorable."  (ICC Staff Ex. 5.0, ll. 58-59.)  I agree.  It is "extreme" to 109 

eliminate all benefits associated with energy efficiency, EV enhancement and carbon reductions, 110 

while reducing the benefits associated with demand respond by 50%.  Even with these "extreme 111 

and unfavorable" assumptions and the use of AIC's Return on Rate Base (8.25%) as the discount 112 

rate however, the present value of the benefits are only slightly less than the costs.   113 

In addition, as confirmed in Dr. Brightwell’s response to Ameren Data Request 4.09, Dr. 114 

Brightwell did not remove the incremental costs including in the Ameren Illinois analysis 115 

directly associated with providing the energy efficiency, EV enhancement, and carbon reduction 116 

benefits he eliminated when doing his analysis – “Dr. Brightwell testified that the reduction in 117 

benefits was likely to be more extreme than is warranted and that his opinion was that it provided 118 
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evidence that the Plan submitted by Ameren was likely to be cost-beneficial as defined in 119 

Section 16-108.6 of the PUA. Any reduction in the costs associated with achieving these benefits 120 

would be further support for Dr. Brightwell’s conclusion.” 121 

Q. Has AIC offered testimony on rebuttal addressing Staff's specific concerns with 122 

certain assumptions in the Cost/Benefit analysis? 123 

A. Yes.  Dr. Brightwell's and Dr. Schlaf’s specific concerns are limited to the testimony and 124 

analysis proffered by The Brattle Group on the projected societal benefits of the Plan.  Ameren 125 

witness Dr. Ahmad Faruqui of The Brattle Group will address the concerns raised by Staff on the 126 

underlying assumptions for the Plan’s projected societal benefits.  In addition, the Company has 127 

modified the Cost/Benefit Analysis to present another sensitivity analysis in support of the Plan. 128 

Q. What actions, if any, should the Commission take in response to Staff's comments? 129 

A. The Commission should approve the AMI Plan as filed on rehearing, as required by 130 

Section 16-108.6, given that implementation of the Plan has shown to be cost beneficial. 131 

V. RESPONSE TO COMVERGE 132 

Q. What conclusions has Comverge drawn in its direct testimony on rehearing? 133 

A. Comverge witness Mr. Lacey testifies, “Comverge supports Ameren’s AMI Plan.”  134 

(Comverge Ex. 1.0RH, p. 12, l. 4.)  Comverge also finds the projected benefits from demand 135 

response to be "feasible."  (Comverge Ex. 1.0RH, p. 8, l. 5.)  Presumably, this means Comverge, 136 

like Commission Staff, finds the Plan presented on rehearing to be cost beneficial under Section 137 

16-108.6 and to have met the last statutory condition for Commission approval.   138 

Q. Does Comverge offer additional recommendations? 139 
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A. Yes.  Mr. Lacey recommends the Commission order AIC to take certain actions “to 140 

insure that the benefits from demand response program utilized for Ameren’s cost-benefit 141 

analysis are actually realized.”  (Comverge Ex. 1.0RH, p. 12, ll. 5-7.) 142 

Q. What actions does Comverge recommend the Commission order AIC to take? 143 

A. Mr. Lacey recommends the Commission condition approval of the AMI Plan on AIC 144 

taking the following subsequent actions: 145 

1. File a proposed tariff for a Critical Peak Pricing (CPP) program 146 

2. File a proposed tariff for a Direct Load Control (DLC) program. 147 

3. Include, in its filings for both the CPP tariff and the statutorily-required Peak 148 
Time Rebate (PTR) tariff, “a cost-benefit analysis of the provision of enabling 149 
direct load technology” to CPP and PTR participants. 150 

4. Provide additional, specified information regarding its demand response programs 151 
in its annual report to the Commission on implementation of the AMI Plan. 152 

Q. Should the Commission order AIC to undertake Comverge's recommended actions? 153 

A. No.  The Company does not believe the Commission should order any of the above 154 

mentioned actions.  First, although I am not a lawyer, in my opinion, the actions Comverge 155 

recommends appear beyond the scope of this rehearing proceeding and beyond the scope of the 156 

Commission's review of a utility's AMI Plan.  Second, the projected demand response benefits 157 

are dependent in part on incremental participation in AIC's existing PowerSmart Pricing (“PSP”) 158 

program and the PTR program that AIC will offer, but they are not dependent on AIC being the 159 

entity who offers CPP and DLC programs.  Third, as Ameren witness Mr. Leonard Jones 160 

explains, the actions Comverge wants the Commission to order AIC to undertake are premature, 161 

given that AIC is still in the beginning stages of implementing electric AMI.  Lastly, as Mr. 162 

Jones also explains, since Illinois has a deregulated electric supply market, it is more appropriate 163 
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for the market, rather than the Commission, to first determine what rate programs and services 164 

are offered by which suppliers.   165 

Q. Why do you believe Comverge's recommendations are beyond the scope of this 166 

proceeding? 167 

A. Again, I am not a lawyer, and I leave it to the Company's lawyers to brief this issue.  But 168 

from my perspective, it seems the point of this proceeding is to determine if the projected 169 

benefits of AMI outweigh its projected costs.  It doesn't seem the point should be to speculate on 170 

what actions might "insure" that a certain category of benefits will materialize.   171 

Q. Is Mr. Lacey correct that the Plan would not be cost beneficial without the benefits 172 

of demand response programs? 173 

A. No.  Even if all the demand response benefits and incremental costs were removed from 174 

the analysis (an extremely negative assumption), the Plan would still be cost beneficial, with a 175 

Net Present Value (“NPV”) of $104 million, a Total Resource Cost (“TRC”) of 1.22, and a Rate 176 

of Return of 7.32%.  This scenario is included with the comparisons in Exhibit 8.2RH and 177 

explained further below. 178 

Q. Are enabling direct load control (DLC) technologies "essential to ensure that [AIC] 179 

realizes the demand response benefits that it has put forward," as Mr. Lacey also claims? 180 

A. No.  It is unreasonable to assume all projected demand response benefits hinge upon the 181 

use of DLC technology.  For one, that assumes that no demand response benefits would flow 182 

from the PSP and PTR programs, in the absence of enabling DLC technology.  The exact 183 

opposite is true: the majority of incremental demand response benefits flow from the PSP and 184 

PTR without DLC.  It also assumes other dynamic rate programs offered by alternative suppliers, 185 
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or AIC if such programs offerings are not provided by alternative suppliers, would not produce 186 

benefits for AIC's customers, in the absence of enabling DLC technology, to fill the remaining 187 

gap.  In fact, the incremental demand response benefit attributable to DLC in the analysis is only 188 

a small portion of the total demand response benefit.  The introduction of AMI will enable 189 

alternative suppliers to avail themselves of DLC technology, which would impact the overall 190 

demand response benefit.  But the projected demand response benefits calculated by AIC are not 191 

wholly dependent on the use of DLC, or on AIC being the supplier who offers a DLC program.   192 

Q. The Company already offers its PowerSmart Pricing (“PSP”) program and will 193 

offer soon a Peak Team Rebate (“PTR”) program.  Why does AIC object to also proposing 194 

CPP and DLC programs? 195 

A. Mr. Jones details the Company's objections to being ordered by the Commission to 196 

develop and file proposed tariffs for CPP and DLC programs.  In short, the timing is not right for 197 

AIC to now offer additional dynamic pricing programs into the market.  The power supply 198 

market today will look much different three or four years from now by the time full AMI 199 

functionality is achieved.  Capacity prices will have changed.  AIC's power supply customer base 200 

will have changed.  The Commission should allow the deregulated supply market and consumer 201 

demand to determine what products are offered by which suppliers.  The Commission should not 202 

step in now to order AIC to introduce another dynamic pricing product into the supply market, 203 

when we are this far removed from having the technology in place for customers to find such 204 

products attractive.  Flooding the market with AIC product, before the first AMI meter is even 205 

installed, isn't good for competition or the consumer.  It only serves to incur costs and consume 206 

resources unnecessarily before the market can develop. 207 
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Q. Has AIC estimated the costs of developing, offering and marketing a DLC 208 

program? 209 

A. Yes – at a high level these costs are imbedded in the Cost / Benefit Analysis.  AIC has 210 

included the incremental costs to consumers of some supplier offering DLC in its Cost/Benefit 211 

Analysis.  But the incremental customer benefits and costs from DLC and CPP, in fact from all 212 

demand response programs considered, will not begin until 2016, over three years from today.  213 

Logic would dictate that it would be less cost effective to develop, offer and market a program 214 

today in advance of the technology being in place, with consumer demand, supply customer base 215 

and capacity costs all being variable items.   216 

Q. Are these the same reasons AIC objects to providing a separate cost benefit analysis 217 

for DLC technology when it submits its PTR tariff? 218 

A. Yes.  If it is premature, impractical and anticompetitive for AIC to flood the market with 219 

dynamic pricing product, it doesn't make much sense to force AIC to spend the time and money 220 

to analyze the costs and benefits of an undefined DLC program for PTR participants.  If the 221 

Commission agrees it should not order AIC to file a DLC tariff at this time, it should also agree it 222 

should not order AIC to estimate the costs and benefits of a theoretical program to be offered by 223 

a yet-to-be determined supplier. 224 

Q. What is the additional information that Comverge wants AIC to produce in its 225 

annual reports to the Commission? 226 

A. Mr. Lacey recommends the Commission require AIC to include in its annual report to the 227 

Commission on AMI implementation the following: 228 

1. The number of AIC customers who sign up for AIC demand response programs; 229 
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2. The number of AIC customers who adopted enabling DLC technology; 230 

3. The amount of capacity potentially curtailable through automated means; 231 

4. The actual reductions in capacity during PTR or CPP periods for customers with 232 
and without automation; and 233 

5. The capacity cost savings, and energy cost savings and other benefits achieved by 234 
these programs. 235 

Q. What information on demand response programs does AIC already plan to include 236 

in its annual April 1st reports? 237 

A. Per Section 7.2 of the AMI Plan (Ameren Ex 7.1RH), AIC is planning to track and report 238 

on the following items in its annual reports: 239 

 Number of customers eligible for the peak time rebate tariff 240 

 Number of customers signed up for the peak time rebate tariff 241 

 Number of customers on PSP, RTP, or other real time rates 242 

Q. Does AIC object to providing Comverge's requested information in the Company's 243 

annual reports? 244 

A. Yes.  AIC objects to providing additional information that appears largely duplicative or 245 

tied to other dynamic pricing programs that the Company does not intend to market at this time.  246 

It makes sense for AIC to track the number of customers who are eligible and who have signed 247 

up for its demand response programs, PSP and PTR.  It does not make sense, however, for AIC 248 

to track customers who are eligible for non-existent programs.  If in the future AIC offers 249 

dynamic pricing programs with DLC capability, whether it is a CPP or TOU program or an 250 

existing rate, then it would make sense for AIC to track the additional requested information.  251 

Q. CUB/ELPC recommends the Commission modify the AMI Plan to include 252 
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additional tracking measures.  Would any of CUB/ELPC's proposed measures track 253 

information of the type being requested by Comverge? 254 

A. No.  One of the proposed CUB/ ELPC tracking measures is focused on peak load 255 

reductions due to AMI enabled, AIC administered demand response programs.  As noted below 256 

however, the Company has not volunteered to accept any of CUB/ELPC's proposed tracking 257 

measures, as the Company feels the issue is outside the scope of rehearing and the proposed 258 

tracking measures are too vague to be workable.  More importantly though, the particular 259 

CUB/ELPC measure does not distinguish between peak load reductions through DLC and non-260 

DLC means, and would not include any data from alternative retail suppliers, which would not 261 

be in the Company's possession. Consequently, the proposed tracker seems of little use to 262 

Comverge's concerns.   263 

Q. Does it make more sense for the Commission to report on the development of 264 

demand response market and programs in AIC's service territory? 265 

A. Yes.  Whether AIC tracks the information or not, interested parties would only be getting 266 

part of the story.  Comverge would not be getting any information from alternative suppliers, 267 

who, by the time full AMI functionality is achieved, could be the majority power supplier in 268 

AIC's service territory.  It makes more sense for the Commission to have an active role in 269 

collecting and dispersing relevant information from both the distribution utilities and retail 270 

alternative suppliers to ensure a more efficiency market for dynamic rate products.  271 

Q. What actions does the Company recommend the Commission take in response to 272 

Comverge's proposals? 273 

A. Ameren witness Mr. Jones explains the Commission sponsored workshop process the 274 
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Company believes would be useful in encouraging discussions and sharing of information on 275 

potential dynamic rate products that may be offered in AIC's service territory, once full AMI 276 

functionality is achieved.  This would allow everyone to have a seat at the table: electric 277 

distribution utilities, retail alternative suppliers, demand response vendors and the Commission's 278 

Office of Retail Development.   279 

VI. RESPONSE TO CUB/ELPC 280 

Q. What conclusions do CUB/ELPC witnesses offer in direct testimony on rehearing? 281 

A. CUB/ELPC witnesses Mr. Thomas and Mr. Meehan conclude the Commission should 282 

not approve the AMI Plan as filed on rehearing.  They claim the Plan does not provide enough 283 

"detail" or "commitments" to demonstrate the projected benefits will be achieved.  (CUB-ELPC 284 

Ex. 2.0RH, p. 8; CUB-ELPC Ex. 3.0RH, p. 7.) 285 

Q. Did CUB/ELPC offer similar opinions during the initial underlying proceeding? 286 

A. Yes.  CUB/ELPC witness Ms. Miriam Horn testified in the underlying proceeding that 287 

the original Plan presented did not contain enough detail to show that the projected benefits will 288 

actually be realized.  (CUB/ELPX Ex. 1.0 2nd C., pp. 5-6.)   289 

Q. Has any CUB witness presented an alternative calculation of the net present value of 290 

the costs and benefits of implementing AMI? 291 

A. No.   292 

Q. Has any CUB witness presented an alternative calculation for any of the Plan's 293 

projected benefits? 294 

A. No.   295 
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Q. What is CUB/ELPC's overall recommendation in its direct on rehearing? 296 

A. Both Mr. Thomas and Mr. Meehan propose the Commission order AIC to modify the 297 

Plan through a "collaborative" process facilitated by the Smart Grid Advisory Council 298 

(“SGAC”).   299 

Q. Does AIC agree with that recommendation? 300 

A. No.  Ameren witness Mr. Nelson explains why the Commission should not order the AIC 301 

to modify the Plan through CUB/ELPC's proposed "collaborative" process. 302 

Q. Mr. Thomas believes that the "collaborative process" used for ComEd's AMI Pilot 303 

and Illinois Statewide Smart grid Collaborative would provide "the structured means" to 304 

engage stakeholders.  Please comment.   305 

A. As AIC explained in the underlying proceeding, the Energy Infrastructure Modernization 306 

Act (“EIMA”) already provided the "structured means" to engage stakeholders.  First, the 307 

General Assembly devoted an entire section of EIMA to the process for Commission review of 308 

the AMI Plan.  EIMA provided for this very proceeding whereby any interested party can 309 

intervene – and interested parties have intervened – to offer comments on the AMI Plan.  In 310 

addition, EIMA provided for the creation of the SGAC "for the purposes of advising and 311 

working with participating utilities on the development and implementation of" AMI plans.  AIC 312 

has continuing obligation to consult with SGAC throughout the implementation of any approved 313 

AMI Plan.  EIMA thus provides for an unprecedented level of transparency and engagement 314 

with stakeholders when it comes to AIC's investment in AMI.  No further "structured means" is 315 

warranted.   316 
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Q. Mr. Thomas alleges, "It's clear Ameren has not found a good way of working with 317 

the SGAC, and by extension, working with a broader community of stakeholders," and 318 

further “since the ICC order on May 29, 2012, Ameren has presented once to the SGAC, 319 

on July 31st."   Please respond to his suggestion that there has been "a lack of engagement 320 

with stakeholders and regulators" regarding the AMI Plan.   321 

A. I disagree with Mr. Thomas’ assertion that there has been a lack of engagement with the 322 

SGAC, stakeholders and regulators regarding the AMI Plan.  I also disagree with his statement 323 

that AIC has presented only once on July 31st to the SGAC since the May 29 order.  Since the 324 

inception of the SGAC in March of 2012, AIC has participated in every SGAC meeting, some 15 325 

+ meetings.  I personally was part of an AIC team that discussed AIC’s initial AMI Plan with the 326 

SGAC on March 20, with a more detailed follow-up discussion on March 27.  Throughout April 327 

and May, AIC representatives including myself met with the SGAC eight times (April 3, April 328 

16, April 25, April 30, May 3, May 9, May 14, and May 23) and actively participated in 329 

discussions on topics ranging from status of the AIC’s AMI plan, to the role of the SGAC, to the 330 

initial guidance document the SGAC created, to possible approaches to AIC’s Peak Time Rebate 331 

Tariff filing.  Since AIC’s initial AMI Plan was denied on May 29, AIC representatives have met 332 

with the SGAC two times (June 11, June 22) to provide information and seek input on AIC’s 333 

revised AMI Plan and rehearing, and a third time on July 12 to review the revised AMI Plan as 334 

filed.  AIC representatives have also participated in the SGAC meetings on July 19, July 30, and 335 

August 15.  336 

In addition to meeting with the SGAC, AIC also held an AMI Plan review meeting on 337 

February 29 with all appropriate  Illinois Stakeholders (Staff, AG’s office, CUB, etc.) prior to the 338 

initial filing.  AIC also held a Peak Time Rebate Tariff review and input meeting on May 18 with 339 
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all appropriate Illinois Stakeholders (including the SGAC members) to discuss initial thoughts on 340 

the potential approaches to  the required Peak Time Rebate Tariff.  Subsequent discussion 341 

meetings on the PTR Tariff were planned for the SGAC and the larger stakeholder group but 342 

later postponed due to the Commission’s denial of the initial AMI Plan. 343 

Since CUB is a member of the SGAC, with Mr. Thomas as CUB’s representative for at 344 

least part of the last 5 months, I don’t understand how he can categorize AIC’s interaction with 345 

the SGAC and the larger stakeholder group as anything but fully engaged and collaborative.  346 

AIC has been fully engaged with the SGAC and the larger stakeholder group, and will continue 347 

to keep the SGAC and the larger stakeholder group abreast of developments on the 348 

implementation of the AMI Plan as envisioned by the EIMA.  349 

Q. What modifications to the Plan have been proposed by CUB/ELPC? 350 

A. Based on my review of Mr. Thomas's and Mr. Meehan's testimony, it appears CUB is 351 

proposing the Plan be modified to include these additional "details" or "commitments": 352 

1. Commitment to Volt/Var programs.  (CUB-ELPC Ex. 2.0RH, pp. 8, 13-14.) 353 

2. Introduction of additional dynamic pricing rates.  (CUB-ELPC Ex. 2.0RH, pp. 15-354 
21.) 355 

3. Reduction of barriers to interconnection of Distributed Generation.  (CUB-ELPC 356 
Ex. 2.0, pp. 9, 21-23.)   357 

4. Additional detail on actions AIC will take to realize benefits from energy 358 
efficiency.  (CUB-ELPC Ex. 2.0RH, pp. 23-24, CUB-ELPC Ex. 3.0RH, p. 8.) 359 

5. Additional detail on actions AIC will take to realize the benefits from deployment 360 
of electric vehicles.  (CUB-ELPC Ex. 3.0RH, p.8.) 361 

6. Examination of the costs and benefits of different AMI deployment scenarios 362 
based on criteria other than the existence of AMR meters.  (CUB-ELPC Ex. 363 
2.0RH, pp. 9, 32-35.) 364 
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7. Expansion of the customer education plan to include specific proposals "for 365 
stakeholders engagement and to focus on customer benefits."  (CUB-ELPC Ex. 366 
2.0RH, pp. 9, 35-36; CUB-ELPC Ex. 3.0RH, p. 8.) 367 

8. Addition of "tracking measures to gauge customer benefits" as AMI technology is 368 
deployed.  (CUB-ELPC Ex. 2.0RH, pp. 9, 24-32; CUB-ELPC Ex. 3.0RH, pp. 7, 369 
9-18.) 370 

Q. Are these proposed modifications beyond the scope of rehearing? 371 

A. Some are arguably tangentially related to – though not necessary to support – the 372 

reasonableness of the projections of the Plan's costs and benefits.  Others are so far removed 373 

from the question of whether implementation of the Plan is projected to be cost beneficial that, in 374 

my opinion, they should not be considered by the Commission for that reason alone.  375 

Q. Are these proposed modifications necessary for the Commission to judge whether 376 

implementation of the AMI Plan is cost-beneficial? 377 

A. No.  The additional details and commitments that CUB/ELPC would like the 378 

Commission to order AIC to provide are not necessary to determine whether implementation of 379 

the Plan will be cost beneficial.  That the Plan lacks the specific details and commitments 380 

CUB/ELPC may want does not demonstrate the Plan is not cost beneficial, and does not support 381 

CUB/ELPC's recommendation that the Commission hold off from approving the Plan.  As I 382 

explained below, the AMI Plan, Cost/Benefit Analysis and supporting testimony provide 383 

sufficient documentation in support of the Plan's projected benefits, and the extra things that 384 

CUB/ELPC would like to see included in the Plan are just that – extraneous.   385 

Q. Regarding CUB/ELPC's first item, Mr. Thomas states that AIC should share the 386 

results of the voltage optimization pilot ordered in Docket No. 10-0568.  What did the 387 

Commission order in that proceeding? 388 
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A. In Docket No. 10-0568, the Commission made the following findings regarding Voltage 389 

Optimization (Order, Dec. 21, 2010, p. 28.): 390 

The Commission is of the opinion that it would be appropriate to institute a pilot 391 
of the Voltage Optimization Program, to determine what the benefits would be of 392 
a wider adoption of this program. The Commission agrees with Staff that the pilot 393 
should include testing not only the demand response capabilities of the program, 394 
but also the energy efficiency capabilities, if implemented on a continuous basis. 395 
The Commission suggests Ameren conduct a pilot of the Voltage Optimization 396 
Program on a heavily loaded feeder that is able to support a significant reduction 397 
in voltage in order to maximize the cost-effectiveness of the pilot. The 398 
Commission further suggests Ameren design a number of tests using industry best 399 
practices that can be used to ensure the demand response capabilities of the pilot 400 
program will actually work. The Commission believes that the adoption of a pilot 401 
program, with the remainder of the funds directed toward greater energy 402 
efficiency, along with other possible demand-response measures, will be 403 
appropriate at this time. With these measures in place, the Commission does not 404 
find it necessary at this time to direct the IPA to acquire demand response, 405 
although this may become necessary in the future. 406 

Q. Has AIC instituted a pilot of the Voltage Optimization Program? 407 

A. Yes. 408 

Q. What is the status of that pilot program? 409 

A. AIC’s voltage optimization pilots includes both demand reduction and a conservation 410 

voltage reduction (“CVR”) components.  After meeting with Staff to discuss the proposed 411 

voltage optimization pilot in June of 2011, AIC began taking the steps to finalize the design of 412 

the pilot, purchase and install the necessary equipment on the selected test circuits, and 413 

determine final testing procedures with the Electric Power Research Institute (“EPRI”), who will 414 

assist with the evaluation of the pilot results.  These tasks took place through March 2012.  After 415 

updating Staff again on April 19, 2012, AIC began conducting the pilot on April 30, 2012.  The 416 

pilot will operate through December of 2012, with a final report expected to be submitted to 417 

Staff by March 29, 2013. 418 
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Q. Has AIC made any decisions on how it will utilize voltage optimization once full 419 

AMI functionality is achieved? 420 

A. No.  Once the pilot is complete and the results have been analyzed, AIC will make a 421 

determination of how best to move forward with voltage optimization in the remainder of its 422 

system.  While AIC believes voltage optimization will provide a cost effective benefit for our 423 

customers, until the pilot results are analyzed, it is not known to what extent or how best to 424 

implement.  Any beneficial implementation of voltage optimization will be done, at first, in the 425 

absence of AMI, since AMI was not available as part of the pilot, and will not be widespread at 426 

AIC for several more years.  It is important to note that voltage optimization does not require 427 

AMI.  However, it is anticipated that AMI will ultimately reduce the cost and enhance the 428 

benefits of voltage optimization by providing a robust remotely accessible voltage monitor at 429 

every customer premise.  Once AMI is in place and fully functional, AIC will study how best to 430 

leverage AMI functionality to further enhance its voltage optimization efforts. 431 

Q. Should the Commission order AIC to commit to voltage optimization as a “core” 432 

function of its AMI deployment as part of this docket? 433 

A. No.  As noted, the Commission has already provided guidance on this issue in its order in 434 

Docket No. 10-0568.  AIC is complying with this guidance, and, as described above, will 435 

incorporate AMI functionality into its voltage optimization plans at the appropriate time.  Also, 436 

AIC did not quantify any benefits for voltage optimization in its AMI Cost/Benefit Analysis.  It 437 

is unnecessary and premature for the Commission to provide further guidance on this issue. 438 

Q. Regarding CUB/ELPC's second item, Mr. Thomas recommends the Commission 439 

require AIC to offer at least a TOU rate, but also to consider other pricing structures such 440 
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as CPP.  Does AIC object to this recommendation? 441 

A. Yes.  As explained above in my discussion about a similar recommendation from 442 

Comverge, and further explained in Ameren witness Mr. Jones’ testimony, the recommendation 443 

for AIC to offer a TOU, CPP, DLC or other alternative pricing structure at this time beyond the 444 

PSP and PTR programs is premature, given that AIC is still in the beginning stages of 445 

implementing electric AMI.  Also, since Illinois has a deregulated electric supply market, it is 446 

more appropriate for the market, rather than the Commission, to first determine what rate 447 

programs and services are offered by which suppliers.    448 

Q. Do you agree with Mr. Thomas that AIC's participation rates are not reasonable, 449 

absent commitment by AIC to offer additional dynamic pricing structures? 450 

A. No.  As further explained in Ameren witness Dr. Ahmad Faruqui testimony, the 451 

participation rates projected in the analysis are reasonable.  Further, the analysis projects 85% of 452 

the projected customer participation (34% of the projected 40% of customer participation) is 453 

from AIC offered PSP and PTR tariffs, which AIC has committed to offer.  Only the remaining 454 

6% of customer participation comes from rate programs that AIC has not committed to offer.  It 455 

is very reasonable to project the market will develop sufficiently to fill this remaining 456 

percentage.   457 

Q. Regarding CUB/ELPC's third item, Mr. Thomas recommends AIC publish a map 458 

or other information about its distribution grid and transition to a web-enabled 459 

interconnection portal to further enable the customer and grid benefits of distributed 460 

generation that are described in the Plan.  Does AIC object to these recommendations? 461 

A. Yes.  First, I am not a lawyer, but I believe these recommendations are outside the scope 462 
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of this limited proceeding, since they do not directly relate to whether or not the AMI Plan is cost 463 

beneficial, as no benefits from greater integration of distributed generation (“DG”) were included 464 

in the analysis (as further explained below).  Second, AIC is not aware of any issues with its 465 

existing DG interconnection procedures, which are consistent with existing Illinois distributed 466 

generation rules established in Dockets Nos. 06-0525, and 08-0481.  As I understand it, AIC 467 

already has a single point of contact for all DG interconnection requests, and the applications 468 

forms and other contact and procedural information are readily available on Ameren.com.  Most 469 

of the interaction between AIC’s single point of contact and a prospective DG customer occurs 470 

via email, over the phone, or in person.  Additional web interfaces are unlikely to further 471 

enhance or expedite this dialogue.  Fourth, the existing regulations already require AIC to 472 

conduct an expedited review for smaller DG connections with pre-approved inverters or other 473 

equipment, and there are also strict deadlines for review of other larger requests.  Finally, the 474 

ability to interconnect any one DG unit to any specific electric line is dependent on any number 475 

of factors, such as circuit load, circuit configuration, available fault current, conductor size, 476 

circuit protection devices, amount of existing generation, etc., and very few of these factors 477 

remain fixed for any period of time.  Also, the characteristics of the DG resource vary widely 478 

based on the generators size, energy source, intermittence, planned operating schedule, etc.  To 479 

continuously study and provide information on the feasibility of every possible type of DG 480 

interconnection on every circuit would be inefficient, and likely to lead to misleading 481 

information.  All of these factors lead to the necessity for individual assessments of individual 482 

applications. 483 
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Q. Has the Company quantified any projected benefits from distributed generation, or 484 

made any other claims as to the benefits from greater integration of distributed generation 485 

in its AMI Plan? 486 

A. No.  AIC has not quantified any benefits from distributed generation in the AMI Cost/ 487 

Benefit analysis, nor made any other claims as to the benefit of greater integration of distributed 488 

generation in its AMI Plan.  What AIC has said in its AMI Plan is that net metering functionality 489 

will be included with every meter.  Net metering functionality accurately captures both the in-490 

flow and out-flow of energy through the meter, an essential component to fully utilize distributed 491 

generation.  The existing standard meters are not capable of net metering, so without AMI, a 492 

meter exchange and upgrade would be needed at every location requesting distributed generation 493 

connection.  Therefore, the AMI implementation as outlined in the AMI Plan will support an 494 

easier, faster, and less expensive integration of distributed generation, but as stated above, these 495 

benefits were not quantified in the Cost/Benefit analysis. 496 

Q. Are there concerns with the Commission requiring AIC to publish a map of AIC's 497 

distribution grid? 498 

A. Yes.  To protect the integrity of our electric system, and I believe in accordance with 499 

existing Illinois and US Homeland Security practices, AIC does not provide maps of the 500 

distribution grid to the public without a verified legitimate business request and recipient 501 

information, and only on an as needed basis.  I would personally be concerned about providing 502 

distribution maps our service territory on the Web for any reason.  When a request for system 503 

information is received, it is reviewed on a case-by-case basis by the appropriate Ameren Illinois 504 

engineering staff, and if for a legitimate business request by a verifiable party, only the necessary 505 
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system information to accomplish the task at hand is provided. 506 

Q. Are there concerns with the Commission requiring AIC to move to a web-based 507 

application process? 508 

A. Yes.  The bottom line is we do not believe further web-based interfaces will improve or 509 

expedite the distributed generation interconnection process.  Thus, the costs associated with 510 

development of such interfaces are unwarranted at this time.   511 

Q. Regarding CUB/ELPC's fourth item, Mr. Thomas and Mr. Meehan both contend it 512 

is unclear through what programs AIC will achieve the projected energy efficiency 513 

benefits.  Can you describe the programs from which AIC expects to achieve energy 514 

efficiency benefits, once full AMI functionality is achieved? 515 

A. As further described in Ameren witness Dr. Ahmad Faruqui’s testimony, the small 516 

amount of energy efficiency benefits quantified in Brattle’s analysis are the result of customers 517 

taking service under one of the projected dynamic pricing options and being more aware of their 518 

energy use through information on the web-portal and in-home devices, as well as a robust 519 

customer education plan. 520 

Q. Regarding CUB/ELPC's fifth item, Mr. Meehan says there is little information on 521 

how AIC will ensure the projected PEV benefits will materialize.  Please respond. 522 

A. The Company disagrees with Mr. Meehan's assertion.  Ameren witness Dr. Faruqui 523 

presents rebuttal testimony on the reasonableness of projected incremental PEV benefits.   524 

Q. Regarding CUB/ELPC's sixth item, Mr. Thomas recommends the Commission 525 

require AIC to analyze "the effect of deployment to different operating centers than 526 
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proposed on the basis of criteria beyond the existence of AMR meters."  Should AIC be 527 

required to conduct this analysis? 528 

A. No.  Ameren Illinois has presented a deployment of AMI that has shown to be cost 529 

beneficial based on the statutory requirements and definitions in Section 16-108.6.  No further 530 

analysis of alternative deployments is warranted.  The point of this rehearing proceeding is not 531 

for the Commission to decide what deployment scenario Ameren Illinois should use.  The point 532 

of the proceeding to determine whether the deployment scenario AIC has proposed is cost 533 

beneficial.  Ameren witness Mr. Ryan Ellen explains further the criteria AIC used when 534 

proposing the deployment sequence in AIC's Plan presented on rehearing.  535 

Q. Regarding CUB/ELPC's seventh item, both Mr. Thomas and Mr. Meehan contend 536 

the AMI Plan lack detail on how AIC or other entities will spend its consumer education 537 

budget.  Please respond. 538 

A. The Commission already found the original AMI Plan contained sufficient detail on 539 

AIC's plan to educate consumers on AMI.  The AMI Plan contains even more detail.  It is not 540 

appropriate to reconsider its earlier finding on this issue.  Nor are there grounds to do so.  541 

Ameren witness Mr. Ryan Ellen explains further the changes to the consumer education section 542 

of the AMI Plan that were presented on rehearing.   543 

Q. Regarding CUB/ELPC's eighth item, both Mr. Thomas and Mr. Meehan believe the 544 

Plan needs additional "trackers" to evaluate the efficacy of the Plan.  Has the Commission 545 

previously ruled upon CUB/ELPC's proposal? 546 

A. Yes.  In its May 29, 2012 order, the Commission found the original AMI Plan presented 547 

sufficiently addressed the statutory requirement that the Plan contain annual milestones and 548 
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metrics for the purposes of measuring the success of the AMI Plan in enabling Smart Grid 549 

functions and enhancing consumer benefits.  The Commission rejected CUB/ELPC's proposal to 550 

include additional tracking measures, whether they were milestones or metrics. 551 

Q. Should the Commission reconsider CUB/ELPC's proposed tracking measures here? 552 

A. No.  The Company considers the issue whether the Plan satisfies this statutory 553 

informational requirement resolved and not subject to reconsideration in this proceeding.   554 

Q. Has the Commission considered CUB/ELPC's proposal in other dockets? 555 

A. Yes.  In Docket No. 12-0298, ComEd agreed to include the 20 tracking measures the 556 

CUB/ELPC proposes be included in AIC's AMI Plan.  In its June 22, 2012 order in that 557 

proceeding, the Commission directed ComEd "to modify its AMI Plan to include the list of 558 

tracking measures agreed upon and to clearly state that the results will be provided to the 559 

Commission and stakeholders" and "to include in its next annual AMI Plan update a baseline for 560 

each measure, which can be updated in each annual filing to ensure reasonable progress with 561 

respect to the identified tracking measures."  (Order, June 22, 2012, p. 19.) 562 

Q. Have you reviewed the 20 "Operational Tracking Measures" set forth in CUB-563 

ELPC Ex. 2.2RH? 564 

A. Yes. 565 

Q. Has CUB/ELPC indicated what the baseline for any of these trackers would be? 566 

A. No.  This was a concern about CUB/ELPC's proposal in the underlying proceeding that 567 

has not been addressed. 568 

Q. Has CUB/ELPC indicated what the annual goals for any of these trackers would be? 569 
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A. No.  This was a concern about CUB/ELPC's proposal in the underlying proceeding that 570 

has not been addressed. 571 

Q. Has CUB/ELPC indicated what penalty, if any, there would be for failure to meet 572 

any annual goals? 573 

A. No.  This was a concern about CUB/ELPC's proposal in the underlying proceeding that 574 

has not been addressed. 575 

Q. Has the Company proposed any tracking measures similar to the ones being 576 

proposed by CUB/ELPC? 577 

A. Yes.  In the AMI Plan, AIC has proposed the following tracking measures, which are in 578 

addition to the three AMI-related statutory required metrics. 579 

1. Percent of AMI support system installed. 580 

2. Percent of 2-way network installed. 581 

3. Number and percent of AMI meters installed. 582 

4. Number of customers able to access the Web Portal and Web Portal usage 583 
statistics. 584 

5. Number of customers eligible for the peak time rebate tariff. 585 

6. Number of customers signed up for the peak time rebate tariff. 586 

7. Number of customers on PSP, RTP, or other real time rates.  587 

As CUB/ELPC noted in their EX 2.2RH, the combination of items # 6 and #7 above is identical 588 

to CUB/ELPC’s tracking measure #1 "Customers enrolled in Peak Time Rebate, Real Time 589 

Pricing, and other dynamic/time variant prices".  Also, item # 4 is part of CUB/ELPC’s tracking 590 

measure #6 "number of customers who have accessed the web-based portal as of the last day of 591 

the calendar year as a percentage of customers with AMI Meters and as a percentage of Ameren 592 
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Illinois customers in that delivery class." 593 

Q. Will AIC voluntarily commit to undertaking the remaining tracking measures? 594 

A. Not at this time. 595 

Q. Are any of the proposed trackers beyond the scope of the AMI deployment? 596 

A. Yes.  I believe at least two of the CUB/ELPC proposed tracking measures are not directly 597 

related to AMI.  These are items number 18 & 19 on the CUB/ELPC Ex. 2.2RH. 598 

 #18 - Grid assets that are monitored, controlled, or automated - defined by 599 
CUB/ELPC as “number and percentage of Ameren Illinois Substations monitored 600 
or controlled via Supervisory Control and Data Acquisition (SCADA) systems, 601 
and the number and percentage of Ameren Illinois distribution circuits equipped 602 
with automation or remote control equipment including monitor or control via 603 
SCADA.” 604 

 #19 - Customers connected per automated segment – defined by CUB/ELPC as 605 
“average number of customers per automated three phase 12 KV line segment. 606 

While both of these proposed tracking measures are related to smart grid technology, neither are 607 

directly related to AMI. 608 

Q. Are any of the proposed trackers not feasible based on the information CUB/ELPC 609 

provided? 610 

A. Yes.  Based on the limited information provided by CUB/ELPC, a number of the 611 

proposed tracking measures are sufficiently vague that it is difficult to determine whether it is 612 

feasible, or beneficial, to track them or not without further information and discussion.  They 613 

include: 614 

 #9 - Reduction in Greenhouse Gas Emissions enabled by smart grid – defined by 615 
CUB / ELPC as “Ameren Illinois will work collaboratively with CUB and EDF to 616 
operationalize this measure.”   617 

 #11 - Load served by distributed resources – defined by CUB/ELPC as “total 618 
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sales  of electricity to the grid from distributed generation divided by zone energy 619 
plus distributed generation sales, with all data provided in a sortable format.” 620 

 #13 - Products with end-to-end interoperability certification – defined by 621 
CUB/ELPC as “Ameren Illinois will conduct an annual survey through a third-622 
party provider to evaluate how products are being introduced in the smart grid 623 
enabled marketplace”. 624 

 #14 - Network nodes and customer interfaces monitored in “real time” – defined 625 
by CUB/ELPC as “Ameren Illinois will work collaboratively with CUB and EDF 626 
to operationalize this measure.” 627 

 # 15 - Third Party owned grid connected energy storage interconnected to the 628 
utility facilities at the transmission or distribution system level - this is the non-629 
utility owned portion of this proposed tracking mechanism and is defined by 630 
CUB/ELPC as “number of locations and total MWs of third party owned or 631 
operated energy storage interconnected to the transmission or distribution system 632 
as measured at storage device electricity output terminals.  Ameren Illinois will 633 
conduct an annual survey through a third-party provider to estimate measures.” 634 

 #20 – Improvement in line loss reductions enabled by smart grid technology – 635 
defined by CUB/ELPC as “Ameren Illinois will research the uncertainty in line 636 
loss measurement collaboratively with CUB and EDF.” 637 

While at some point, with additional information and research, the proposed tracking measures 638 

above may prove beneficial and feasible.  However, with the limited information provided, I 639 

believe it would be premature for AIC to agree to, or the Commission to order that these tracking 640 

measures be adopted. 641 

Q. Would any of the proposed trackers be cost prohibitive? 642 

A. From my review I believe there could be significant costs with some of the proposed 643 

trackers.  However, it is hard to say without further information and details about what exact 644 

information that CUB/ELPC is requesting that AIC track, and further research on how to 645 

accomplish the tracking.  This is part of AIC’s concern that many of the proposed tracking 646 

measures are vague, and many are not directly related to AIC’s operations, i.e., AIC is being 647 

asked to track third party services provided to the market. 648 
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Q. Are there other CUB/ELPC tracking measures that cause you concern? 649 

A. Yes.  CUB/ELPC tracking measure #7 - Peak load reduction enabled by demand response 650 

programs – defined as “Load impact in MW of peak load reduction from the summer peak due to 651 

AMI enabled, Ameren Illinois administered demand response programs such as Peak Time 652 

Rebate program as a percentage of all demand response in Ameren Illinois’s portfolio.  I have 653 

two concerns with this measure as defined.  The first is the specific identification of “load 654 

reduction from summer peak”.  There may be times when AIC’s summer peak may not be 655 

coincident with a MISO peak or needs for load reduction when a PTR event may be called.  656 

Further discussion is needed on this item.  Second, I am concerned about the cost of tracking this 657 

item.  While identifying the amount and time of actual load reduction by customer is intrinsically 658 

necessary for calculation of any rebates for PTR, this is not the case for PSP or other similar 659 

rates that provide demand response.  Therefore, determining the amount of coincident peak 660 

reduction from PSP will likely involve statistical analysis like has already been done with 661 

previous PSP studies, which can be costly.  I do not make these two points to say that it will not 662 

be feasible and beneficial to track this item at some point in the future.  I am making these points 663 

to further emphasize that it is premature to agree to this particular tracking measure with the 664 

information available at this point in time.     665 

Q. Mr. Thomas argues the Commission should order AIC to adopt these 20 trackers 666 

simply "to standardize performance metrics throughout the state."  Should the desire for 667 

standardization be the overriding factor? 668 

A. No.  AIC’s AMI deployment, and the resulting functionality, costs, and benefits, are 669 

dependent on AIC’s own unique circumstances – existing infrastructure, number of customers, 670 
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size and nature of service territory, combined gas business, etc.   In addition, as Mr. Thomas 671 

states on lines 774-776, page 32 of his testimony “There are significant differences between the 672 

operations of the two utilities [AIC & ComEd], including population density, number of 673 

customers, and regional transmission organization (“RTO”) membership."  I believe the General 674 

Assembly wisely considered the differences between utilities when they crafted the statutory 675 

metrics, since there are three statutory metrics that apply only to a non-combination utility (two 676 

reliability related and one AMI related – Unaccounted for Energy).  While there will certainly be 677 

similarities in potential tracking measures, and likely some standard tracking measures (the three 678 

AIC statutory required AMI-related metrics come to mind), there will also be need for 679 

differences.  Therefore, standardization should not be an overriding factor.  In addition, ComEd 680 

voluntarily agreed to include these 20 tracking measures.  AIC has not.  The ICC should not 681 

force AIC to commit to measures that ComEd agreed to for the sake of standardization. 682 

Q. Mr. Thomas refers to them as both "tracking measures" and "performance 683 

metrics."  Does this further cloud the issue as to what CUB is proposing? 684 

A. Yes.  There is a difference between the two.  A "tracking measure," by its nature, merely 685 

provides ongoing data on a particular item.  That data “tracked” likely provides meaningful input 686 

to that person or entity.  One may effectively track something that is totally out of that person’s, 687 

or that business’ control.  A good simple example is inches of rainfall.  A person can track inches 688 

of rainfall, and may adjust actions based on this information, but has no control over how much 689 

it rains.  A "performance metric," on the other hand, is a more direct concept.  It not only 690 

involves the “tracking” of something, but also implies that the person tracking can directly affect 691 

results, and will somehow be rewarded or punished depending on those results.  Further clarity 692 
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as to which category described above that the CUB/ELPC “tracking measures” fall into is needed 693 

prior to Ameren Illinois agreeing to any of these tracking measures, and should be considered by 694 

the Commission when determining if it should order Ameren Illinois to adopt these tracking 695 

measures. 696 

Q. Mr. Thomas also believed the additional trackers "would help fill the gap between 697 

[AIC's] initial investments in AMI and the proposed delay in triggering the legislatively 698 

defined metrics."  Do you understand why there would be a need "to help fill the gap"? 699 

A. No.  I am confused by Mr. Thomas’ statement, as there is no gap to fill. The first AMI 700 

meter will not be installed until 2014 as proposed in the plan, and the first functionality and 701 

resulting benefits will not start until 2015.  Until the first AMI meter is in place and functioning, 702 

there is little to track, other than the deployment data that AIC has already proposed to track, 703 

such as: 704 

1. Percent of AMI support system installed. 705 

2. Percent of 2-way network installed. 706 

3. Number and percent of AMI meters installed. 707 

I do not believe any of the CUB/ELPC proposed tracking measures will be meaningful or 708 

valuable prior to AMI meters being installed. 709 

Q. Does this mean the Company is not open to further discussion with CUB, ELPC, 710 

EDF and other interested parties on additional tracking measures? 711 

A. No, I am not suggesting the Company is not open to further dialogue on this issue.  In its 712 

May 29, 2012, the Commission encouraged Ameren Illinois and all interested stakeholder to 713 

continue the dialogue, outside of this proceeding, on appropriate measurements of the AMI 714 
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Plan’s success.  We intend to honor that request.  715 

VII. RESPONSE TO AG 716 

Q. What conclusions does AG witness Mr. Hornby offer in his direct testimony on 717 

rehearing from his analyses of the AMI Plan? 718 

A. His "major conclusion" is the AMI Plan offers "very limited societal benefits."  He also 719 

claims the Plan is not cost-beneficial under his "Total Resource Cost" test that excludes most of 720 

the customer/societal benefits and uses a discount rate of 8.8 percent.   721 

Q. Does Mr. Hornby recommend the Commission not approve the AMI Plan? 722 

A. No.  He does not.  He recommends the Commission consider his assertion that the Plan 723 

offers limited societal benefits into consideration when making a decision to accept or reject the 724 

Company's request.  But he does not take a firm position one way or the other. 725 

Q. Does Mr. Hornby recommend the Commission make any modifications to the AMI 726 

Plan? 727 

A. No.  He does not.  Rather, he claims the Plan places "significant financial risk" on AIC's 728 

customers that the actual benefits to customers "may prove to be substantially less than the 729 

Company's projections."  He then offers three recommendations, if the Commission decides to 730 

accept the Plan. 731 

Q. Does AIC take issue with Mr. Hornby's cost beneficial analyses and opinions? 732 

A. Yes.  Ameren witness Dr. Ahmad Faruqui addresses Mr. Hornby's opinions on projected 733 

benefits from demand response programs and purchase of plug-in electric vehicles.  Ameren 734 

witness Mr. James Blessing addresses Mr. Hornby's opinions on projected avoided generating 735 
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capacity costs.  Ameren witness Mr. William Davis addresses Mr. Hornby's opinions on the 736 

appropriate discount rate and cost benefit test that should be used when analyzing the Plan. 737 

Q. Assuming the Commission approves the AMI Plan presented on rehearing, Mr. 738 

Hornby makes three other recommendations.  Does AIC object to any of them? 739 

A. Yes.  Ameren witness Mr. Nelson addresses Mr. Hornby's three recommendations.  I also 740 

address below his recommendation that the Commission "require the Company to adopt the same 741 

metrics and stakeholder outreach as the Commission ordered in the Commonwealth Edison AMI 742 

proceeding, as well as the same reporting requirements."   743 

Q. Mr. Hornby states on page 10 that AIC's base case does not reflect the Commission 744 

rule regarding notification at the customer premises of residential customers facing 745 

disconnection for non-payment.  Did the Commission address this issue in its May 29, 2012 746 

order? 747 

A. Yes.  In its May 29, 2012 order, the Commission made the following findings (p. 23): 748 

The Commission also rejects the AG’s recommendation that the Commission 749 
order Ameren to adopt an AMI Plan that complies with the current Part 280 rules. 750 
The Commission notes that the purpose of this proceeding is to determine whether 751 
Ameren’s AMI Plan presents a plan to deploy AMI to its customers that will 752 
ultimately result in more benefits than costs to Ameren’s electric customers. The 753 
Commission does not believe that the purpose of this proceeding is to ensure that 754 
the deployment plan complies with the Commission’s existing regulations to date. 755 
The Commission recognizes that Ameren has an obligation to comply with 756 
Commission rules, and believes that this issue will be resolved in the pending 757 
proceeding considering revisions to the Part 280. 758 

Q. Does the Energy Infrastructure Modernization Act (“EIMA”) touch upon this 759 

issue? 760 

A. Yes.  Section 16-108.5(f) states, "The metrics and performance goals set forth in 761 
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subparagraphs (5) through (8) of this subsection (f) are based on the assumptions that the 762 

participating utility may fully implement the technology described in subsection (b) of this 763 

Section, including utilizing the full functionality of such technology and that there is no 764 

requirement for personal on-site notification." 765 

Q. Has the Commission finalized new rules on disconnection of service? 766 

A. Not to my knowledge.  I am not familiar with all of details with the Commission 767 

rulemaking, but it is my understanding the Proposes Order in that docket supports Staff’s 768 

proposed replacement of the requirement that utilities contact customers at the time of 769 

disconnection with a requirement that utilities call customers prior to disconnection. 770 

Q. Does AIC's Cost/Benefit analysis address the projected costs of complying with the 771 

current Commission rule regarding customer notification for non-payment? 772 

A. Yes.  A sensitivity analysis was included that assumed a premise visit for non-pay 773 

disconnects would still be required.  The sensitivity analysis included the incremental costs to 774 

conduct the premise visit, while still using the remote switch capability of the meter to gain 775 

benefits.   776 

Q. Is the inclusion of the projected cost to comply with the current disconnection rules 777 

a decisive factor in judging the cost beneficial nature of the Plan? 778 

A. No.  As stated in my rehearing testimony, the inclusion of the premise visit for non-pay 779 

disconnect costs only reduced the NPV by $10 million, which results in a cost-beneficial NPV of 780 

$396 million. 781 

Q. Mr. Hornby (pp. 14-18) describes concerns he has with the accuracy of AIC's 782 
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projections of avoided capacity costs and with the value of anticipated lower peak demands 783 

reaching the customers.  He claims the Company's projections of avoided generating 784 

capacity costs are "likely too high."  Does the Company agree? 785 

A. No.  Ameren witness Mr. Blessing sponsors rebuttal testimony in support of the 786 

reasonableness of the Company's projections of avoided generating capacity costs.  787 

Q. Mr. Hornby (pp. 19-25) claims Dr. Faruqui's projections of participation rates in 788 

PSP, CPP and PTR by 2032 are "too high."  He also claims Dr. Faruqui's projections of 789 

reductions in peak demand by customers on PSP are "too high."  Does the Company 790 

agree? 791 

A. No.  Ameren witness Dr. Faruqui responds to Mr. Hornby's opinions on the Plan's 792 

projected demand response benefits.   793 

Q. Mr. Hornby (pp. 26-27) claims all benefits and costs associated with PEV and DLC 794 

should be excluded from the analysis because AIC can implement TOU pricing as well as a 795 

DLC program without implementing AMI.  Does the Company agree? 796 

A. No.  In his rebuttal testimony, Ameren witness Dr. Faruqui addresses the details of Mr. 797 

Hornby’s PEV and DLC conclusions and provides further data supporting the Brattle Group’s 798 

original AMI benefit projections in these areas.  I will further address the notion that all PEV and 799 

DLC benefits should be excluded from the analysis because AIC can implement TOU pricing as 800 

well as DLC programs without AMI.   801 

Mr. Hornby’s conclusion that the PEV and DLC benefits projected to be realized as a 802 

result of AIC’s AMI deployment should be excluded outright is illogical.  Mr. Hornby contends 803 

the PEV and DLC benefits can be fully realized by other means that do not rely on AMI.  It may 804 
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be true that some level of PEV and DLC benefits could be realized in the absence of AMI.  But 805 

even from his simple analysis, Mr. Hornby is confirming that in the absence of AMI, some other 806 

action must be taken to deliver the PEV and DLC benefits projected in the cost/benefit analysis.  807 

He is also confirming that AMI is indeed providing these benefits.  Whether these benefits can 808 

be gained from taking steps other than AMI is irrelevant.  AMI is delivering these benefits.  If 809 

Ameren Illinois chose to implement other methods to produce these benefits, such as using 810 

manual read interval meters to support TOU rates to provide incremental PEV benefits for our 811 

customers, by his logic we would not be able to claim any benefits from installing these meters 812 

because we could have also garnered the same benefits from implementing AMI.  Similarly, if 813 

we implemented DLC using a method other than AMI, we could not attribute any benefits to this 814 

alternative method because we could have also garnered the same benefits from implementing 815 

AMI.   816 

Let me use another simple example.  I believe most agree that there are likely infinite 817 

combinations of different exercise and diet plans that, if followed appropriately, will lead to 818 

weight loss.  Just because there are an infinite number of alternative combinations of ways to 819 

lose weight, does not preclude attributing a weight loss result to the particular method that 820 

caused the weight loss to occur.  The projected PEV and DLC benefits in the AMI Plan are not 821 

mutually exclusive to one approach, and can and should be attributed to the appropriate cause, in 822 

this case the implementation of AMI.    823 

Q. As noted above, Mr. Hornby's recommends the Commission, if it approves the Plan, 824 

require AIC adopt "the same metrics and stakeholder outreach" the Commission ordered 825 
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in the Commonwealth Edison AMI proceeding.  Does Mr. Hornby define or explain what 826 

he means by "the same metrics and stakeholder outreach" ordered in the ComEd case? 827 

A. No.  He does not identify any specific metrics or stakeholder outreach, or explain what 828 

they would be. 829 

Q. Does Mr. Hornby explain why these undefined "metrics and stakeholder outreach" 830 

should be included in AIC's AMI Plan? 831 

A. No.  He does not give any explanation whatsoever why the Commission should require 832 

AIC to modify its Plan to adopt these undefined metrics and stakeholder outreach. 833 

Q. Does Mr. Hornby provide any evidence in support of his proposal? 834 

A. No.  He only offers his recommendation without any explanation or evidence in support. 835 

Q. You responded above to CUB/ELPC's proposal that the Commission order AIC to 836 

adopt the 20 CUB/ELPC "trackers" agreed to by ComEd.  Did the Commission order 837 

ComEd to adopt any other "metrics" or "tracking measures"?  838 

A. Yes.  On pages 19-21 of its June 22, 2012 order, the Commission ordered ComEd to 839 

include additional metrics to measure the impact of the AMI Plan on different demographics, in 840 

particular vulnerable or low income customers.   841 

Q. Assuming Mr. Hornby is referring to these additional "metrics," should the 842 

Commission order AIC to modify its Plan to include these? 843 

A. No.  As mentioned above, the Company considers the issue whether the Plan satisfies this 844 

statutory informational requirement resolved and not subject to reconsideration in this rehearing 845 

proceeding.  Furthermore, the AG has not offered record evidence to support the imposition of 846 



Ameren Exhibit 8.0RH 
Page 39 of 45  

these metrics on AIC simply because the Commission ordered ComEd to adopt them.  There is 847 

not even any record support identifying what the additional metrics might be.   848 

VIII. COST/BENEFIT ANALYSIS – CORRECTION 849 

Q. Has Ameren Illinois made any corrections to the Cost/Benefit Analysis? 850 

A. Yes.  As discussed in more detail in Ameren Illinois Witness Dr. Ahmad Faruqui’s 851 

rebuttal testimony, incremental technology costs to support direct load control were inadvertently 852 

left out of the Brattle Group’s original analysis.  These costs have now been added to the cost / 853 

benefit analysis, reducing the net present value from $406 million to $405 million.  This change 854 

is reflected in Ameren Exhibit 8.1RH and associated workpapers. 855 

IX. COST/BENEFIT ANALYSIS – SENSITIVITIES 856 

Q. Has AIC conducted any additional sensitivity analyses in rebuttal in response to 857 

Staff and Intervenor direct testimony? 858 

A. Yes.  After reviewing and considering the direct testimony of Staff and Intervenors, we 859 

have added a multi-variable sensitivity analysis to show, even with a very conservative estimate 860 

of benefits and inclusion of a premise visit for non-pay disconnect requirement, the AMI Plan is 861 

cost-beneficial.   862 

Q. What assumptions were modified from the base case for this sensitivity analysis? 863 

A. For this multi-variable sensitivity analysis, we modified the base case in four ways: 864 

 Assumed the “low” participation rate (20%) for customer/societal related benefit. 865 

 Reduced our supply capacity cost projection basis to 80% of the 2020 CONE. 866 

 Removed all EE benefits originally attributable to customers participating in PSP. 867 
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 Included costs to continue premise visits for non-pay disconnects. 868 

Q. Why did you choose to use these modified assumptions? 869 

A. Both Staff Witness Dr. Brightwell and AG witness Mr. Hornby proposed that AIC’s base 870 

case customer participation rate of 40% was likely two high, and used the low participation rate 871 

of  20% (which Ameren Illinois had already included in our sensitivity analysis) in their 872 

alternative analyses.  While Ameren Illinois believes that our base case participation rate of 40% 873 

is still a valid projection, as further discussed in Ameren Illinois Witness Dr. Ahmad Faruqui’s 874 

testimony, we decided to use the low 20% participation rate in this multi-variable sensitivity 875 

analysis to represent a reasonable bottom or floor to likely participation rates. 876 

From his supply capacity analysis, AG witness Mr. Hornby contends that supply capacity 877 

cost projections should more accurately be based on a value that is 60% of CONE, rather than 878 

the 100% of CONE AIC has used in its base case analysis.  While Ameren Illinois  believes that 879 

our base case supply capacity cost projections are still valid, as further discussed in Ameren 880 

witness Mr. Blessing’s testimony, due to the uncertainty with forecasting supply capacity costs, 881 

we decided to use 80% of the 2020 CONE as the basis of our projections in this  conservative 882 

multi-variable sensitivity analysis. 883 

From his analysis, Staff witness Dr. Brightwell asserted the 2010 Navigant study of 884 

Ameren Illinois’ PSP program showed that energy consumption increased for participants.  885 

While Ameren Illinois believes our base case energy efficiency benefit calculations are still 886 

valid, we decided to remove all the energy efficiency benefits attributable to PSP from the multi-887 

variable sensitivity analysis as a more conservative assumption.  888 

Finally, we realize the Attorney General’s office is concerned about the possibility of 889 
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eliminating the costs to comply with the current requirement for a premise visit for non-pay 890 

disconnects.  This is why we had already included the potential costs of continuing this premise 891 

visit as a sensitivity analysis.  AG/AARP witness Mr. Hornby’s analysis also assumed these 892 

premise visits would still be required.  While we still believe that, with the introduction of AMI 893 

in Illinois and pending changes to the Commission's Part 280 rules, this visit will no longer be 894 

required, we decided to include the cost of premise visits for non-pay disconnects in our multi-895 

variable sensitivity analysis due to the continued uncertainty. 896 

Q. What are the results of that sensitivity? 897 

A. After adjusting the Ameren Illinois AMI Cost/Benefit analysis per the four factors 898 

described above, the net present value is reduced to $166 million, with a TRC ratio of 1.36.   899 

This result is shown in section 7 of Exhibit 8.1RH, and as part of the comparisons in Exhibit 900 

8.2RH 901 

Q. What discount rate was used in this analysis? 902 

A. A discount rate of 3.62% has been used for this multi-variable sensitivity analysis, as well 903 

as every other net present value calculation in the Cost/Benefit analysis. 904 

Q. From a NPV standpoint, what range of rates produces a positive result for this 905 

sensitivity? 906 

A. The multi-variable sensitivity analysis yields a rate of return of 9.21%, so the NPV is 907 

positive up to a discount rate of 9.21%. 908 

X. COST/BENEFIT ANALYSIS – OTHER CALCULATIONS 909 

Q. Has the Company done any other review or calculations related to the Cost / Benefit 910 
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Analysis? 911 

A. Yes.  Ameren Illinois reviewed the analysis information provided by Staff witness Dr. 912 

Brightwell and AG witness Mr. Hornby and made various corrections and adjustments to their 913 

analyses to compare different scenarios and further show the robustness of the Cost / Benefit 914 

Plan as submitted.  These comparisons are shown in Exhibit 8.2RH, as well as the table 915 

previously shown at the beginning of my testimony 916 

Q. What specific scenarios did you compare? 917 

A. Ameren Illinois compared 13 different scenarios - four based on Ameren Illinois’ base 918 

calculations and analysis, three based on Staff witness Dr. Brightwell’s analysis, and six based 919 

on AG witness Mr. Hornby’s analysis.   920 

Q. Can you please describe the four scenarios based on Ameren Illinois’ base 921 

calculations? 922 

A. Yes.  The four Ameren Illinois scenario’s compared are  923 

 The Ameren Illinois base case analysis filed with the rehearing direct testimony. 924 

 The Ameren Illinois base case corrected to include the incremental cost of direct 925 
load control technology, as explained in more detail above. 926 

 The Ameren Illinois multi-variable sensitivity analysis described above. 927 

 An analysis which excluded all demand response benefits, as mentioned above, in 928 
response to Comverge’s claim that without the benefits of demand response 929 
programs, Ameren Illinois’ AMI Plan does not pass the cost benefit test. 930 

Q. What do these four cost/benefit scenarios show? 931 

A. All four of these scenarios are cost beneficial. 932 

Q. Can you describe the three scenarios based on Staff’s analysis? 933 
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A. Yes.   We based these three scenarios on Dr. Brightwell’s analysis.  In his analysis, Dr. 934 

Brightwell removed all EV enhancement, energy efficiency, and carbon benefits, and halved the 935 

demand response benefits, referred to by Dr. Brightwell as “extreme and unfavorable”.  We 936 

further corrected Dr. Brightwell’s analysis by including the incremental costs of direct load 937 

control technology, but excluding the incremental costs of EV enhancement and energy 938 

efficiency since Dr. Brightwell removed these benefits in total from his analysis.  We then used 939 

three different discount rates for the three scenarios: 940 

 8.25%, which Dr. Brightwell used in his original analysis. 941 

 The 20-year treasury discount rate of 3.62%. 942 

 Ameren Illinois’ actual net-of-tax weighted average cost of capital of 7.02%, as 943 
explained in Ameren witness Mr. William Davis’ testimony. 944 

Q. What do these three scenarios show? 945 

A. Two of these scenarios clearly show that the Ameren Illinois AMI Plan is cost beneficial.  946 

The third scenario has a cost/benefit ratio of 0.99, virtually cost/beneficial, and, as Dr. Brightwell 947 

stated “there are nevertheless sufficient benefits to show AMI deployment is cost-beneficial”.  948 

All three scenarios have a rate of return of 8.06%. 949 

Q. Can you describe the six scenarios based on AG Witness Dr. Hornby’s analysis? 950 

A. Yes.  Three of these scenarios are based on Dr. Hornby’s original analysis presented in 951 

his direct testimony.  The other three scenarios are based on Dr. Hornby’s revised analysis 952 

presented as a response to Ameren Illinois data request # 4.20.  All six of these analyses have 953 

been corrected by the following.  First, we added back in the incremental cost of direct load 954 

technology, as explained above.  Second, we excluded the incremental cost of EV enhancement 955 
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technology with Mr. Hornby had left in the analysis after removing all the incremental EV 956 

enhancement benefits.  Third, we corrected the terminal value calculation for his “TRC / 8.8% 957 

Discount Rate” analysis, as we found that when Dr. Hornby changed the discount rate in Ameren 958 

Illinois’ original model, he did not adjust the discount rate in the terminal value calculation 959 

correctly.  To get to the six scenarios, we then used three different discount rates – the original 960 

3.62% discount rate Mr. Hornby used in his Societal Test, the original 8.8% discount rate he 961 

used in his TRC test, and Ameren Illinois actual net-of-tax weighted average cost of capital of 962 

7.02%.  This provided the six scenarios: 963 

 Modified AG Societal Analysis from direct testimony  964 

 Modified AG TRC Analysis from direct testimony with 8.8% discount rate 965 

 Modified AG TRC Analysis from direct testimony with 7.02% discount rate 966 

 Modified AG Societal Analysis from AG response to 4.20  967 

 Modified AG TRC Analysis from AG response to 4.20 with 8.8% discount rate 968 

 Modified AG TRC Analysis from AG response to 4.20 with 7.02% discount rate 969 

Q. What do these six scenarios show? 970 

A. Across all six scenarios, three show a cost / benefit ratio of 1.00 or above.  The remaining 971 

three show cost/benefit ratios ranging from 0.87 to 0.95.  Rates of return range from 6.05% to 972 

7.16%. 973 

Q. What is your ultimate conclusion from this scenario analysis? 974 

A. The analysis compared 13 different scenarios, 11 of which are variations form Ameren 975 

Illinois AMI Plan base case Cost/Benefit Analysis.  All 11 adjusted the various cost/benefit 976 

factors in a negative way – I.E. benefits were reduced and in some instances relative costs were 977 
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increased.  As explained throughout my testimony above, and in the supporting testimony of 978 

other Ameren Illinois Witness, most of the benefit reductions were extreme and unfavorable.  979 

Not one of these scenarios included an assumption of a positive change, I.E. a relative decrease 980 

in costs or an increase in benefits.  Yet, as the comparison shows, four of the 13 scenarios at 981 

most, lead to a cost/benefit ratio below one, and none below 0.87.  Rates of return vary from a 982 

low of 6.05% to a high of 14.3% - which are well within reasonable rates of return for an 983 

analysis such as this.  Therefore, I believe this comparison shows that, even with extreme, worst 984 

case, and unlikely scenarios, the Ameren Illinois AMI Plan is cost beneficial. 985 

XI. CONCLUSION 986 

Q. Does this conclude your rebuttal testimony on rehearing? 987 

A. Yes, it does.  988 


