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Staff of the Illinois Commerce Commission (“Staff”), by and through its counsel, 

pursuant to Section 200.830 of the Rules of Practice (83 Ill. Adm. Code 200.830) of the 

Illinois Commerce Commission (“Commission”), respectfully submits its Brief on 

Exceptions on Rehearing to the Proposed Order issued by the Administrative Law 

Judges (“ALJs”) on October 18, 2012 (“ALJPO”) in the above-captioned matter. 

I. INTRODUCTION  

On March 30, 2012, Ameren Illinois Company d/b/a Ameren Illinois (“Ameren” or 

“Company”) filed its Verified Petition for approval of its Smart Grid Advanced Metering 

Infrastructure (“AMI”) Deployment Plan (“AMI Plan”) pursuant to Section 16-108.6 of the 

Illinois Public Utilities Act (“Act”).    The Commission denied Ameren’s Petition on May 

29, 2012, finding that the Plan was not cost beneficial as required by Section 16-

108.6(c) of the Act.  (Order, May 29, 2012, p. 59)   
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On June 28, 2012, Ameren filed a Petition for Rehearing asking the Commission 

to approve a Revised AMI Plan (“Revised Plan”).  (Petition for Rehearing, p. 4)  The 

Commission granted Ameren’s Petition for Rehearing on July 12, 2012.   

The ALJPO was issued following the conclusion of an evidentiary hearing held 

on September 20, 2012, and the filing of initial briefs on rehearing by Staff, Ameren, the 

Illinois Power Agency (“IPA”), the Illinois Competitive Energy Association (“ICEA”), 

Comverge, Inc. (“Comverge”), the Illinois Attorney General (“AG”), and the Citizen’s 

Utility Board (“CUB”) and the Environmental Law and Policy Center (“ELPC”) (together, 

“CUB/ELPC”), and reply briefs on rehearing by Ameren, ICEA, CUB/ELPC, Comverge 

and the AG.  The ALJPO is well-written, clear, and concise, and reflects the issues 

raised by the Company, Staff, and the other parties who have intervened.  Although 

Staff supports most of the conclusions contained in the ALJPO, there are some issues 

requiring clarification to which Staff takes exception as follows. 

 

 

II. EXCEPTIONS 

Staff recommends that the last full paragraph on page 24 of the Commission 

Conclusion section of the ALJPO be deleted.  The paragraph describes the TRC test as 

the only test in which the Net Present Value of benefits was less than the costs and 

states that Ameren’s selection of a 3.62% discount rate is reasonable. The conclusion 

of the paragraph is inconsistent with the Commission’s Order in Docket No. 12-0298, 

and could complicate future energy efficiency dockets.  Further, the traditional TRC test 

is not the standard the Commission is directed to use under Section 16-108.6(a) of the 

Act in determining whether AMI deployment is cost-beneficial, and thus it is 
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unnecessary to include this paragraph.  Therefore, the paragraph should be deleted in 

its entirety in the final order on rehearing in this proceeding.   

 The conclusion of this paragraph is inconsistent with the June 22, 2012 

Commission Order in the Commonwealth Edison (“ComEd”) AMI Docket No. 12-0298.  

As the ALJPO points out on page 20 in the summary of the AG’s position, the 

Commission concluded in the Final Order in Docket No. 12-0298 that: 

. . . it is not the government funding this project, nor reaping the 
benefits . . . .  Further, it is not the government financing this project - 
utility investors will initially be providing capital and experience tells us that 
3.087% would never be accepted by them.  Instead it is ratepayers, who 
are the intended beneficiaries and will be paying for AMI with higher bills 
for several years. In the Commission’s view, the cost-benefit analysis 
should consider the ratepayers’ view of costs and benefits and, thus, use 
a discount rate that reflects the ratepayers’ perspective. From this 
perspective, the Commission is not convinced that 3.087% reflects a 
reasonable estimate of ratepayers’ cost of capital or their discount rate. 
 
(Order, Docket No. 12-0298, June 22, 2012, p. 39; ALJPO p. 20)   
 
 

It would be inconsistent, with no apparent basis for such inconsistency, for the 

Commission to endorse a societal discount rate in this Docket while finding that it is not 

the government funding or reaping the benefits of ComEd’s AMI deployment.    

 A finding of a societal discount as reasonable also potentially complicates the 

matter of determining discount rates in future energy efficiency dockets.  For example, 

the electric and natural gas energy efficiency laws (Sections 8-103 and 8-104 of the Act 

respectively) require a portfolio that passes the TRC test with a value greater than or 

equal to one.  (220 ILCS 5/8-103(a); 8-104(b))  The majority of the costs and benefits 

are for the customer and the system.  However, each TRC test allows for societal 

benefits as well. It is feasible that the finding in this ALJPO, if it remains in the Final 
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Order, could be used to support an argument for a lower discount rate in these future 

Dockets.  Staff of course does not object to utilities or intervenors in future energy 

efficiency dockets providing information in support of higher or lower discount rates.  

However, determining an appropriate discount rate for any project is a difficult task, the 

duration of this proceeding was very short, and the record has very little evidence on the 

subject.  Accordingly, to avoid potential complications in future energy efficiency 

dockets, the paragraph should be deleted. 

 Furthermore, the TRC is not the standard that the Commission is directed to use 

in assessing whether or not the AMI plan is cost-beneficial.  Staff witness Dr. Brightwell 

testified that the AMI deployment plan presented by Ameren was likely to be cost 

beneficial even with a much higher 8.25% discount rate, so it is not necessary to 

endorse Ameren’s 3.62% societal discount rate.  (Staff IB, p. 4)  Regardless of the 

discount rate, the parties have found that the plan is cost beneficial.  Therefore, no 

discussion of the appropriateness of the 3.62% discount rate is necessary to support 

the conclusions in the ALJPO. 

 For the foregoing reasons, Staff recommends the following change to page 24 of 

the Commission Conclusion Section of the ALJPO: 

 
The only test under which the Revised AMI Plan was not found to be cost-
beneficial was the TRC test.  In performing this test, the AG excluded all 
societal benefits and used an 8.8% discount rate.  Although the AG has 
raised concerns about several assumptions forming the basis for 
Ameren's calculation of the levels of customer and societal benefits, the 
Commission does not accept the AG's proposal to exclude all societal 
benefits for the cost-beneficial determination.  Section 16-108(c) of the Act 
directs that avoided societal costs and societal benefits be included in the 
total benefits for purposes of the cost-beneficial determination.  The 
Commission believes that estimating a single rate to represent a societal 
discount rate is difficult, at best.  Members of society in all likelihood have 
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different discount rates that may vary significantly.  In this situation, the 
purpose of the discount rate is to compensate for the time value of money.  
Given the provisions in the Act, it does not seem to the Commission that in 
determining a reasonable discount rate it is necessary to consider the 
riskiness of an investment, as would be case in a traditional utility rate 
case.  As a result, the Commission is not convinced that a discount rate of 
8.8% represents a reasonable estimate for a societal discount rate.  The 
Commission believes there are probably other proxies, such as estimates 
of the Gross Domestic Product, which could also produce reasonable 
proxies for a societal discount.  Nevertheless, the Commission finds 
Ameren's use of a 3.62% societal discount rate to be reasonable, in this 
instance.   
(ALJPO, p. 24) 

 

III. CONCLUSION 

Staff respectfully requests that the Illinois Commerce Commission adopt the 

ALJs’ Proposed Order on Rehearing, consistent with Staff’s recommendations 

described above. 
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