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ORDER ON REHEARING 

 
By the Commission: 
 
I. PROCEDURAL HISTORY AND BACKGROUND 
 
 On March 30, 2012, Ameren Illinois Company d/b/a Ameren Illinois ("Ameren") 
filed its Advanced Metering Infrastructure Plan ("AMI Plan") with the Illinois Commerce 
Commission ("Commission") pursuant to Section 16-108.6 of the Public Utilities Act 
(“Act”), 220 ILCS 5/1-101 et seq.  
 
 Petitions to intervene were filed by the Citizen's Utility Board ("CUB"), the 
Environmental Law and Policy Center ("ELPC"), Comverge, Inc. ("Comverge"), the 
Illinois Power Agency ("IPA"), and the Illinois Competitive Energy Association ("ICEA").  
A notice of appearance on behalf of the People of the State of Illinois, by and through 
Lisa Madigan, Attorney General of the State of Illinois ("the AG") was also filed.   
 
 The Commission entered an Order on May 29, 2012 ("Order"), in which the 
Commission found that it could not conclude that Ameren's AMI Plan complies with the 
requirement that such plan must be cost-beneficial as defined in Section 16-108.6(a) of 
the Act.  On June 28, 2012 Ameren filed a Petition for Rehearing with supporting 
testimony, a Revised AMI Plan, and a Revised Cost/Benefit Analysis.  On July 11, 2012, 
the Commission granted Ameren's Application for Rehearing.  An Evidentiary Hearing 
was held on September 20, 2012 at the Commission offices at 527 E. Capitol Ave., 
Springfield, Illinois.  Briefs were filed by Ameren, Staff, the AG, CUB/ELPC, Comverge, 
the IPA, and the ICEA.  Ameren filed a Motion to Strike portions of the AG's Initial Brief.  
CUB/ELPC filed a Motion to Strike portions of the IPA and ICEA Initial Briefs.  The 
Motions to Strike were granted.  A Proposed Order was served on the parties. 
 
II. RELEVANT STATUTORY PROVISIONS/SCOPE OF REHEARING 
 
 Section 16-108.6(c) of the Act states in part: 
 

The AMI Plan shall contain: 
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(1) the participating utility's Smart Grid AMI vision statement that 
is consistent with the goal of developing a cost-beneficial 
Smart Grid; 

 
(2) a statement of Smart Grid AMI strategy that includes a 

description of how the utility evaluates and prioritizes 
technology choices to create customer value, including a 
plan to enhance and enable customers' ability to take 
advantage of Smart Grid functions beginning at the time an 
account has billed successfully on the AMI network; 

 
(3) a deployment schedule and plan that includes deployment of 

AMI to all customers for a participating utility other than a 
combination utility, and to 62% of all customers for a 
participating utility that is a combination utility; 

 
(4) annual milestones and metrics for the purposes of 

measuring the success of the AMI Plan in enabling Smart 
Grid functions; and enhancing consumer benefits from Smart 
Grid AMI; and 

 
(5) a plan for the consumer education to be implemented by the 

participating utility. 
 
It also states that: 

 
After notice and hearing, the Commission shall, within 60 days of the filing 
of an AMI Plan, issue its order approving, or approving with modification, 
the AMI Plan if the Commission finds that the AMI Plan contains the 
information required in paragraphs (1) through (5) of this subsection (c) 
and further finds that the implementation of the AMI Plan will be cost-
beneficial consistent with the principles established through the Illinois 
Smart Grid Collaborative, giving weight to the results of any Commission-
approved pilot designed to examine the benefits and costs of AMI 
deployment. 
 

Section 16-108.6(a) of the Act defines "Cost-beneficial" as: 
 
"Cost-beneficial" means a determination that the benefits of a participating 
utility's Smart Grid AMI Deployment Plan exceed the costs of the Smart 
Grid AMI Deployment Plan as initially filed with the Commission or as 
subsequently modified by the Commission. This standard is met if the 
present value of the total benefits of the Smart Grid AMI Deployment Plan 
exceeds the present value of the total costs of the Smart Grid AMI 
Deployment Plan. The total cost shall include all utility costs reasonably 
associated with the Smart Grid AMI Deployment Plan. The total benefits 
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shall include the sum of avoided electricity costs, including avoided utility 
operational costs, avoided consumer power, capacity, and energy costs, 
and avoided societal costs associated with the production and 
consumption of electricity, as well as other societal benefits, including the 
greater integration of renewable and distributed power resources, 
reductions in the emissions of harmful pollutants and associated avoided 
health-related costs, other benefits associated with energy efficiency 
measures, demand-response activities, and the enabling of greater 
penetration of alternative fuel vehicles. 

 
III. EVIDENCE PRESENTED ON REHEARING 
 
 The Act provides that, after notice and hearing, within 60 days of the filing of the 
AMI Plan, the Commission “shall . . . issue its order approving, or approving with 
modification” the Plan, if the Commission finds (i) the Plan contains the informational 
requirements and (ii) “implementation of the AMI Plan will be cost-beneficial consistent 
with the principles established through the Illinois Smart Grid Collaborative, giving 
weight to the results of any Commission-approved pilot designed to examine the 
benefits and costs of AMI deployment.” Section 16-108.6(c).  A plan is “cost beneficial” 
“if the present value of the total benefits” of the plan “exceeds the present value of the 
total costs” of the plan.  Section 16-108.6(a).  The “total costs” of the plan include “all 
utility costs reasonably associated” with the plan.  Id.  The “total benefits” include 
“avoided utility operational costs, avoided consumer power, capacity, and energy costs, 
and avoided societal costs associated with the production and consumption of 
electricity,” as well as other societal benefits.  Id.  The parties and Staff are in 
agreement that whether an AMI plan is “cost beneficial,” as established by both the Act 
and the Illinois Statewide Smart Grid Collaborative ("ISSGC"), is a threshold 
requirement for the Commission’s approval of Ameren’s Revised AMI plan. However, 
the parties are not in accord as to whether Ameren’s Revised Cost/Benefit Analysis 
establishes that the Revised AMI Plan is cost beneficial. 
 

A. Ameren's Position 
 
 Ameren believes that the Revised AMI Plan addresses the Commission’s prior 
concerns in its May 29, 2012 order and demonstrates sufficient projected benefits to 
support a “cost-beneficial” finding.  According to Ameren, the modifications proposed by 
Intervenors skirt the “cost-beneficial” issue and the scope of this rehearing. 
 
 Ameren asserts that the manifest weight of the record evidence calls for a 
Commission finding that implementation of the Revised AMI Plan will be cost-beneficial.  
Ameren asserts that the concerns posed by Staff and Intervenors about certain 
assumptions for the Plan’s projected societal benefits amount to nibbling around the 
edges.  Ameren claims no party calls for the Commission to reject the Plan outright and 
no party disputes that the Plan is cost-beneficial, if projected customer/societal benefits 
are included and a customer/societal discount rate is used.  Ameren contends that even 
if modest adjustments are made to the projected customer/societal benefits that Staff 
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and AG reviewed, the Plan remains cost beneficial, even with a discount rate as high as 
Ameren’s net-of-tax Weighted Average Cost of Capital ("WACC"). 
 
 Ameren argues that the singular consideration driving the Revised AMI Plan 
presented on rehearing is demonstrating that Ameren can deploy AMI in its service 
territory over the next ten years in a manner that projects to be cost-beneficial.  Ameren 
says this led to a two-pronged approach: revising certain assumptions in the Plan and 
Cost/Benefit analysis in light of the Commission’s May 29, 2012 order and revisiting all 
of the costs, benefits and assumptions in the initial Cost/Benefit analysis.  Ameren 
claims the resulting product was a Plan that (i) has an accelerated deployment 
schedule, (ii) is not dependent on benefits electric customers would realize through the 
allocation of shared costs with Ameren’s gas customers, (iii) accounts for any “manual 
methods” costs to reach annual performance goals for AMI-related metrics; (iv) 
accounts for any costs incurred to be in compliance with the existing Commission rules 
on disconnection; and (v) quantifies additional operational, customer and societal 
benefits not previously included.   
 
 Ameren states that the Revised AMI Plan and Cost/Benefit analysis now assume 
the deployment of AMI meters to 62% of Ameren’s electric customers within eight years, 
rather than ten years.  Ameren also says cost estimates have been updated based on 
the latest vendor pricing.  Ameren indicates that incremental “manual methods” costs 
have been quantified and included.  Ameren also indicates that assumptions about 
allocation of a portion of shared costs to gas operations have been excluded while costs 
for disconnects for non-pay have been retained.  Ameren says incremental operational 
benefits related to call volume reduction, Customer Accounts back-office cost 
reductions, outage management efficiencies, and electric distribution asset 
management planning have been quantified.  Ameren also says additional customer 
benefits related to reliability improvements have been quantified and that additional 
customer/societal benefits from demand response ("DR") programs, energy efficiency 
("EE") programs and plug-in electric vehicles ("PEV") have been quantified.  Ameren 
believes the compilation of the costs and benefits quantified on rehearing produce a 
Plan that both addresses the Commission’s concerns and satisfies EIMA’s statutory 
requirements. 
 
 According to Ameren, the base case Revised AMI Plan submitted in its direct 
filing on rehearing yields a positive net present value of $406 million for the 20-year 
analysis period.  With the correction presented on rebuttal to the Cost/Benefit analysis, 
Ameren says the positive net present value ("NPV") for the Revised Plan is slightly 
reduced to $405 million.  That assumes the use of a 3.62% societal discount rate 
derived from the 20-year Treasury bond rate.  Ameren states that the NPV for the base 
case Revised AMI Plan remains positive, even if a discount rate is used in excess of 
14%.  To demonstrate the robustness of the Plan, Ameren says the Cost/Benefit 
analysis included sensitivity analyses around ten different factors (deployment 
timeframe and % customers receiving AMI meters, O&M benefits, O&M costs, Capital 
costs, Consumption on Inactive meter benefits, customer opt-out option, premise visits 
for non-pay disconnect, energy theft benefit and customer/societal benefits).  By varying 
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the different factors, Ameren claims the Cost/Benefit analysis includes 18 different 
sensitivity analyses with NPVs ranging from $200 million to over $700 million.  In each 
case, Ameren says the NPV of the sensitivity analysis remains positive, i.e., the relevant 
benefits exceed the costs.  Ameren contends that this analysis does not even account 
for additional societal benefits identified by Dr. Faruqui that have not yet been 
quantified, such as the bidding of DR into the ancillary services market, better 
integration of renewable resources into the grid, and the avoided damages of pollutants 
and associated health-related costs.  In Ameren's view, even if reasonable minds 
disagree over certain assumptions for the projected customer/societal benefits, there is 
a cushion of sufficient benefits to demonstrate implementation of AMI will be cost-
beneficial. 
 
 Ameren emphasizes that no party on rehearing has called for the Commission to 
reject outright the Revised AMI Plan, and no party disputes that the Revised Plan is 
cost-beneficial, if projected customer/societal benefits are included and a societal 
discount rate is used.  Ameren says witnesses for Staff and the AG explicitly 
acknowledge that implementation of the Revised Plan would meet the statutory 
definition of “cost-beneficial,” even as they speculate that some projected benefits may 
be overstated.   
 
 According to Ameren, CUB and ELPC remain the lone holdouts refusing to 
acknowledge the Revised Plan meets the statutory definition of “cost-beneficial” under 
any analytical perspective.  Ameren says their witnesses claim the Revised Plan does 
not provide enough “detail” or “commitments” to demonstrate projected benefits will be 
achieved.  In Ameren's view, this really isn’t surprising because these are the same 
opinions their witness offered in the underlying proceeding.  Ameren says they did not 
present an alternative calculation of the Plan’s projected benefits or net present value of 
benefits then in the underlying proceeding.  Ameren claims they still haven’t presented 
an alternative calculation now on rehearing that would prove their case.  Ameren 
complains that they haven’t even identified which projected benefits are overstated or 
by how much they should be reduced.  Ameren suggests their agenda is to co-opt the 
AMI Plan and this process by encouraging the Commission to take another pass on 
approving the Plan.  Ameren recommends that the Commission give their unsupported 
opinions on the cost-beneficial nature of the Plan no weight and reject their invitation to 
further delay Plan approval. 
 
 Ameren notes that Comverge would like the Commission to direct it to file tariffs 
for a Critical Peak Pricing ("CPP") program and a Direct Load Control ("DLC") program 
and CUB-ELPC would like the Commission to direct it to file a tariff for a Time of Use 
("TOU") dynamic pricing program.  Ameren maintains that neither action is within the 
scope of rehearing, and that neither action is warranted to demonstrate the Plan is cost-
beneficial.  Ameren states it has no plans to offer a CPP pricing program, a DLC 
program, or a TOU program in the near term before full AMI functionality is realized, 
explaining that the existing metering at most customers’ premises is insufficient.  
Ameren further asserts that the marketing of power and energy programs by it is 
restricted to allow the competitive retail electric market to develop unimpeded by the 
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incumbent utility.  The only dynamic pricing programs Ameren plans to offer in the near 
term are the existing PowerSmart Pricing ("PSP") program and the statutorily required 
Peak Time Rebate ("PTR") program.  Ameren asserts that the large majority of the 
projected incremental DR benefits flow from the PSP and PTR programs, not from any 
offered CPP program, and not from DLC.   
 
 Ameren recommends that to the extent the market does not fully develop in the 
near term, the Commission should commence a series of workshops led by the Office of 
Retail Market Development ("ORMD").  According to Ameren's proposal, the first series 
of workshops, beginning in 2013, would ensure the system functionality, data needs and 
protocols for suppliers and other interested parties to support their own time variant rate 
offers.  Ameren proposes that a second series of workshops, beginning in 2016, would 
identify and address retail market offerings for dynamic rates and programs, and if it 
becomes necessary, market barriers to the development of such rates and programs.  
Ameren asserts that workshops led by ORMD would give a seat at the table to 
everyone with a stake or interest in the evolution of the power supply market as AMI is 
deployed: the distribution utilities, the alternative retail suppliers, the vendors and 
Commission Staff. 
 
 Ameren says Staff and Intervenors chose to conduct detailed reviews and take 
issue with only a portion of the projected customer/societal benefits, namely the DR, 
EE, PEV enhancement, and carbon reduction benefits.  Ameren claims no party took 
issue with any of the capital or O&M costs, the operational benefits, or the other 
identified customer benefits included in the Revised Plan’s Cost/Benefit analysis.  
Ameren says the debate in this docket has been reduced to whether certain projected 
customer/societal benefits calculated by Dr. Faruqui and The Brattle Group are 
reasonable in amount.  Ameren suggests that once it becomes evident that the dispute 
is narrowed to the levels of projected customer/societal benefits that are reasonable to 
assume, it becomes apparent the Commission cannot withhold its approval of the 
Revised AMI Plan. 
 
 Ameren avers that Staff acknowledges that the Plan would not be cost-beneficial 
only if extreme and unfavorable assumptions were applied to eliminate a large portion of 
the projected societal benefits.  Ameren says Comverge claims the Revised Plan would 
not be cost-beneficial without the benefits of DR programs, but even if all the DR 
benefits were removed, which Ameren views as an extremely negative assumption, the 
Revised Plan would remain cost-beneficial.  CUB-ELPC complains that the Revised 
Plan does not contain enough detail on how Ameren will realize the projected DR, EE 
and PEV benefits, but Ameren says they have not conducted any quantitative analysis 
of the Revised Plan’s costs and benefits for the Commission’s consideration. 
 
 According to Ameren, only AG witness Mr. Hornby produces a model that he 
claims supports a finding that the Revised Plan is not cost-beneficial, at least under one 
analytical perspective.  Ameren asserts that this analysis is evidence of how extreme 
the assumptions have to be to produce a result with a benefit to cost ratio of less than 
one.  Ameren claims that to reach a negative NPV, Mr. Hornby has to (i) exclude 75% of 
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the DR benefits; (ii) exclude 50% of the EE benefits; (iii) exclude all of the electric 
vehicle benefits; (iv) exclude all of the carbon emission reduction benefits; and (v) 
ignore the statutory requirement to evaluate the Revised Plan from a societal 
perspective by using a “Total Resource Cost” ("TRC") with a discount rate as high as 
8.8%.   
 
 Ameren argues that these assumptions are not only unreasonable, but also 
fanciful.  Ameren witness Mr. Blessing explains the basis for Ameren’s projections of 
avoided generating capacity costs.  Ameren says Dr. Faruqui explains the basis for 
Ameren’s projections of reductions in peak demand, participation rates in dynamic 
pricing, and benefits from direct load control technology and PEV.  Ameren says Mr. 
Davis explains why a societal discount rate and societal cost-benefit analysis should be 
used to determine the net present value of the Revised Plan and how that approach is 
consistent with Mr. Hornby’s reference sources.  Ameren asserts that Mr. Hornby’s 
analysis, which assumes only 1/4 of projected DR benefits, 1/2 of the projected EE 
benefits, zero projected carbon reduction benefits, and zero PEV benefits, is not 
credible or reasonable.  Ameren asserts that even with Mr. Hornby’s extremely negative 
assumptions concerning the projected benefits, it would still take a discount rate above 
6% for the Plan to not be cost-beneficial.  Ameren contends that the evidence shows 
these assumptions are not reasonable for any analysis of the cost and benefits of a 
base case Revised AMI Plan in Illinois and are not even reasonable for a sensitivity 
analysis. 
 
 Ameren indicates that it conducted an additional “multivariable” sensitivity 
analysis on rebuttal to demonstrate that, even with a more conservative estimate of 
benefits, the Revised AMI Plan remains cost-beneficial.  The base case was modified 
as such: (i) assumed the “low” participation rate (20%) for all The Brattle Group’s 
customer/societal benefits (rather than 40%), (ii) removed all EE benefits attributable to 
customers participating in the existing Power Smart Pricing "PSP" program; (iii) reduced 
avoided capacity costs by 20%; and (iv) included the costs to continue premise visits for 
non-pay disconnects.  Based on those changed assumptions, Ameren says DR benefits 
dropped to 42% of the base case amount, EE benefits dropped to 45% of the base case 
amount, PEV benefits dropped to 50% of the base case amount, and carbon reduction 
benefits dropped to 44% of the base case amount.  Ameren states that, the 
“multivariable” sensitivity analysis reduced total benefits by nearly $250 million.  Even 
with those adjustments to projected benefits, Ameren claims the net present value of 
the Revised Plan remains positive at $166 million, with a benefit to cost ratio of 1.36.  
Ameren says that net present value would remain positive, with those assumptions, up 
to a discount rate of 9.21%.  Ameren contends this sensitivity analysis serves to show 
the robustness of the Revised AMI Plan. 
 
 In Ameren's view, the concerns posed by Staff and Intervenors about certain 
assumptions by Dr. Faruqui and The Brattle Group in projecting customer/societal 
benefits do not support a Commission finding rejecting the Revised Plan.  Ameren 
argues that if anything, the analysis performed by Dr. Brightwell and Mr. Hornby 
confirms that implementation of the Revised Plan will be cost-beneficial.  Ameren notes 
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that neither Dr. Brightwell nor Mr. Hornby recommends rejection of the Revised Plan.  
Ameren asserts that nor do they propose modifications to the Plan or Cost/Benefit 
analysis that need to be conducted before Commission approval can be granted.   
 
 Ameren disputes the AG's assertion that certain customer and societal benefits 
included in Ameren’s Revised AMI Plan are speculative and questionable.  Ameren 
says there is evidence from other jurisdictions that DR programs are likely to develop, 
once AMI is deployed.  Ameren claims there is data that shows the further adoption of 
plug-in electric vehicles will lead to additional savings in gasoline and carbon emissions.  
Ameren asserts that there is statistical support for its projections of avoided generating 
capacity costs.  Ameren states that to repeat all of the evidence Ameren submitted in its 
direct case and on rebuttal in support of the reasonableness of the Revised Plan’s 
projected benefits would further belie AG’s claim.  Ameren insists that it is by no means 
asking the Commission to take a leap of faith.  Ameren says the projected benefits are 
based on sound economic analysis, empirical data, sworn testimony and independent 
expert opinions.  Ameren maintains that the projected benefits are not the product of 
guesswork. 
 
 Ameren indicates that the AG takes issue with Ameren’s projected benefits 
associated with DR programs and PEV.  According to Ameren, the AG’s Initial Brief 
spends 13 pages rehashing its witness’ testimony on just these two projected benefits.  
Ameren argues that the rebuttal testimony of Ameren witnesses Mr. Abba, Mr. Blessing, 
and Dr. Faruqui respond to Mr. Hornby’s criticisms and explain why Ameren’s DR and 
PEV benefits are reasonable.  Ameren contends the Commission’s decision will not turn 
on who can more accurately project the PEV benefits that flow from AMI over the next 
20 years.  Ameren believes what is important is all of the extremely negative 
assumptions that Mr. Hornby has to make just to produce a negative NPV. 
 
 Ameren also disputes the AG claim that Ameren has no basis for its excessively 
low discount rate.  Ameren acknowledges that the Act does not expressly state the 
discount rate and the type of cost-benefit analysis to be used.  Ameren believes the 
definition of “cost-beneficial” gives every indication what discount rate and cost-benefit 
test should be used: a societal rate and a societal test.  It provides the Commission 
“shall include,” in the sum of total benefits, “avoided consumer power, capacity and 
energy costs, and avoided societal costs associated with the production and 
consumption of electricity, as well as other societal benefits.”  Ameren says that as the 
Commission recognized in Docket No. 12-0298, the term cost-beneficial as defined in 
Section 16-108.6 of the Act suggests that societal costs and benefits cannot be simply 
ignored.  Ameren agrees that the AG is correct that the Commission criticized ComEd’s 
use of “societal” discount rate.  Ameren argues that the AG overlooks that principal 
reason for the criticism: ComEd’s AMI Plan did not quantify societal costs and societal 
benefits.  Ameren claims the same criticism cannot be leveled against Ameren’s 
Revised AMI Plan, which quantifies societal costs and benefits. 
 
 Ameren states that in Docket No. 12-0298, Mr. Hornby testified that the 3.087% 
discount rate ComEd used would be a reasonable societal discount rate if the Company 
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were calculating the benefits and costs from a societal perspective. In this proceeding, 
Ameren says Mr. Hornby’s own “leading reference source” presents an illustrative 
societal discount rate of 5%.  In Ameren's view, it is undisputed that, when performing a 
societal cost-benefit analysis, it is common and appropriate to use a discount rate of five 
percent, and as low as three percent.  Ameren argues that the rate it relied upon in 
conducting its analysis falls comfortably within Mr. Hornby’s own range.  Ameren claims 
the only way Mr. Hornby can escape this Catch 22 is to eliminate almost all societal 
benefits. 
 
 Ameren believes the concerns that Staff and Intervenors have with Ameren’s 
projected societal benefits, even though overblown, are properly within the scope of this 
rehearing proceeding.  Ameren says it is appropriate for parties to test and question the 
assumptions relied upon by Ameren and its experts when projecting benefits from DR, 
EE, PEV enhancement and carbon reductions.  Ameren asserts that the same cannot 
be said for the modifications to the Revised AMI Plan and other extraneous items that 
the Intervenors would like the Commission to order.  According to Ameren, the 
obligations that Comverge, CUB-ELPC and the AG ask the Commission to order 
Ameren to bear are not necessary to determine whether implementation of revised AMI 
Plan will be cost-beneficial.  In Ameren's view, that the Revised Plan may lack the 
specific details and commitments the Intervenors may want does not demonstrate the 
Revised Plan is not cost-beneficial, and does not support the Commission withholding 
or delaying its approval. 
 

B. Staff's Position 
 
 Staff examined several societal benefits in Ameren’s cost-benefit analysis 
including DR, avoided carbon emissions, PEV, and EE.  Staff concludes that while 
Ameren most likely overstates the benefits of AMI deployment, the Revised Plan is 
likely cost-beneficial.   
 
 Staff conducted a sensitivity analysis of Ameren’s cost-benefit analysis in which 
all benefits associated with EE, PEV enhancement, and carbon reduction were 
eliminated, while reducing the benefits associated with DR by 50%.  Staff characterizes 
these assumptions as extreme and unfavorable to Ameren’s Revised Plan.  Using these 
assumptions on societal benefits and Ameren’s cost of capital (8.25%) as the discount 
rate, Staff found the benefits of the Revised Plan are slightly less than the costs 
(Benefit-to-Cost ratio = 0.97). If these same assumptions are made with the 3.6% 
discount rate Ameren assumed for the Revised Plan, Staff concludes that the Plan is 
cost-beneficial (Benefit-to-Cost ratio = 1.25).  Staff concludes that Ameren’s Revised 
Plan probably contains enough additional societal benefits from AMI to justify a finding 
that the Revised Plan is cost-beneficial as defined in 16-108.6(a) of the Act.   
 
 Staff also addressed the extent to which AMI could result in societal benefits 
associated with customer ownership of PEV.  Section 16-108.6(a) of the Act allows 
Ameren to include PEV associated benefits in the AMI cost-benefit analysis.  Staff says 
this is because PEV owners will likely charge their vehicles primarily during off-peak 
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periods, when electric prices are typically lower than average.  Staff asserts that to save 
money compared to the flat rate, PEV owners will need to take service under a dynamic 
pricing rate, such as real-time pricing.  Staff suggests one potential connection between 
PEVs and AMI as it relates to societal benefits is that AMI meters will provide customers 
an incentive to enroll in a dynamic pricing rate offered by Ameren and/or Retail Electric 
Suppliers.   
 
 Staff describes an approach for determining PEV-related societal benefits based 
on this connection.  Staff notes that a sizeable number of Ameren’s customers already 
take advantage of dynamic pricing through Ameren's PSP program.  Staff states that 
currently, participation in PSP requires an interval meter which costs PSP customers $5 
per month, whereas Ameren customers receiving an AMI meter would not be charged 
this fee.  Staff says one method for determining PEV related societal benefits is to 
calculate the cost-savings that would result from PEV owners that participate in RTP 
using an AMI meter, thus avoiding the $5 fee ($5 per month * 12 months by the 
estimated number of PEVs purchased/used by Ameren customers during the analysis 
period).  For example, assuming that Ameren customers purchase on average 20,000 
PEVs from 2012-2032, Staff says the resulting total of nominal societal benefits would 
be $24 million ($5 per month * 12 months * 20,000 * 20). 
 
 In comparison, in its calculation of societal benefits, Ameren attempts to estimate 
the number of PEVs that will be purchased by Ameren customers by 2030, and 
associated cost savings, as a result of AMI.  Staff says Ameren then estimates net 
societal benefits of $139 million over the benefit period based on a calculation of 
avoided gasoline costs from customers powering their vehicles primarily by electricity, 
less an offset due to increased electric generation.   
 
 Staff complains that both Ameren's approaches to calculating PEV related 
societal benefits resulting from AMI is the uncertainty in estimating the number of PEVs 
that are purchased by Ameren customers as a result of AMI deployment.  Staff states 
that to date, PEV growth has been considerably slower than projected by Ameren and 
would need to rapidly accelerate to meet Ameren’s projections by 2015.  Further, while 
Staff does not discount an intuitive hypothetical mathematical relationship between the 
sale of PEVs and electricity prices, Staff points out that even Ameren admits that this 
relationship is not supported by existing data.  Staff finds that Ameren's methodology 
relies on projections of PEV sales that are inherently difficult to forecast at this early 
stage in PEV development as well as an untested relationship between PEV sales and 
electricity prices.   
 
 Despite the speculative nature of some of Ameren’s cost-benefit analysis, Staff 
finds the Revised AMI Plan is cost-beneficial as required by Section 16-108.6(c) of the 
Act.  Staff requests that the Illinois Commerce Commission approve Ameren’s Revised 
AMI Plan, consistent with Staff’s recommendations in this docket. 
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C. The AG's Position 
 
 The AG states that it has conducted a review of the Revised AMI Plan, has 
determined that it is not cost-beneficial as required by statute, and urges the 
Commission to reject it as presented.  Alternatively, the AG recommends that the 
Commission implement requirements similar to those implemented in the AMI docket for 
ComEd.  The AG argues that Ameren relies on speculative and questionable 
assumptions as it relates to projected customer and societal benefits.  According to the 
AG, removing the questionable benefits would reduce the overall benefits, rendering the 
Revised AMI Plan not cost-beneficial.  The AG also criticizes the discount rate 
employed by Ameren in its calculation, stating that it is lower than that recommended by 
certain authorities for similar cost beneficial analyses. 
 
 The AG notes that according to Ameren, the estimated costs associated with its 
Revised AMI Plan are $466.1 million and according to Ameren's Cost Beneficial 
Analysis, the Revised AMI Plan is cost-effective under a Societal Cost Test prepared 
using a 3.62% discount rate for Ameren's base case.  The AG says that Ameren 
anticipates three major categories of benefits: operational, customer, and societal. 
According to the AG, the projected operational benefits are $400.9 million, or roughly 
86% of the projected costs of the Revised AMI Plan.  The AG declares that Ameren’s 
projected societal and customer benefits are critical in determining whether this Plan is 
cost-beneficial.  The AG states in the absence of any other projected benefits, Ameren’s 
projected operational benefits are insufficient to justify the Revised AMI Plan.   
 
 The AG further notes that Ameren projects a present value of $254.8 million in 
customer benefits.  The AG states these benefits are primarily comprised of savings in 
electricity supply costs resulting from anticipated reductions in the load of customers 
who elect to take service under future AMI-enabled pricing options.  The AG lists the 
pricing options as including Ameren’s already-existing PSP, a new CPP program, a new 
PTR program, and a DLC program.  The AG asserts that in order for these benefits to 
be realized, several factors outside of Ameren’s control must simultaneously align: the 
Midwest Independent System Operator ("MISO") must approve such a plan; customers 
must want to participate; and third-party providers must develop the pricing programs.  
The AG argues the projected customer benefits are primarily derived from the highly 
speculative assumption that Ameren will avoid generation capacity costs because yet-
to-be-determined number of customers on largely still undetermined alternative pricing 
programs will reduce the amount of energy they use during approximately 60 hours per 
year when the system experiences peak usage times.  The AG asserts that if these and 
other speculative assumptions are removed, the Revised AMI Plan is much less likely to 
be cost-beneficial. 
 
 The AG states that the $96.4 million societal benefit component of Ameren’s 
projected benefits consists primarily of savings in gasoline and carbon emission costs.  
The AG says that in order to achieve these savings, Ameren assumes that there will be 
AMI-enabled TOU pricing, and that the availability of that pricing program will cause 
some residential customers to purchase PEVs.  The AG asserts that the majority of 
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reductions to carbon emissions will come from Ameren customers reducing their annual 
usage as a result of receiving service under one of the various alternative pricing 
options, which according to Ameren, will be enabled by the Revised AMI Plan.  
According to the AG, removing these assumptions significantly reduces the benefits, 
and the Plan is much less likely to be cost-beneficial. 
 
 The AG states that the ISSGC Report recommended that the Commission review 
up to five different benefit-cost calculations from different perspectives, i.e., participant, 
ratepayer impact, program administrator, total resource and societal, in determining 
whether an AMI Plan is cost-beneficial.  AG witness Mr. Hornby testified that Ameren 
switched the tests used to compare the costs and benefits from the TRC test it 
employed in its initial AMI Plan to a Societal Cost Test used in its Revised AMI Plan.  
The AG asserts that although Ameren, in the rebuttal testimony of Ameren witness Mr. 
Abba, adjusted the sensitivities of several variables, the adjustments do not fully reflect 
the insufficiencies in the cost-benefit analysis identified by the AG and other 
Intervenors.  As a result, the AG opines that Ameren’s cost-benefit analysis continues to 
overly rely upon questionable and speculative assumptions. 
 
 The AG states that Ameren acknowledges that certain of the cost-benefit 
analyses conducted by the AG and other Intervenors result in findings less than 1.0, the 
threshold at which an AMI Plan ceases to be cost beneficial.  The AG also adds that 
even Commission Staff witness Dr. Brightwell presents a less than enthusiastic 
endorsement that there are “probably enough” societal benefits to find Ameren’s 
Revised AMI Plan cost-beneficial.  According to the AG, given these results, the 
Commission should reject Ameren’s plan as presented. 
 
 The AG argues that Ameren’s Revised AMI Plan includes assumptions that 
overstate the benefits and undervalue the ratepayer risk associated with the AMI 
investment.  The AG says its analyses show that the Revised AMI Plan is not cost-
beneficial under a TRC test.  It explains that the TRC test, which excludes Ameren’s 
projected speculative societal benefits and uses an 8.8% discount rate, results in a drop 
in the benefit to cost ratio to 0.87, demonstrating that Ameren’s Revised AMI Plan is not 
cost beneficial under the statute.  
 
 The AG asserts that Ameren’s Revised AMI Plan remains far too speculative and 
overly reliant upon questionable assumptions to be found cost-beneficial.  The AG 
asserts Ameren inappropriately relied on several key assumptions in determining that its 
Revised AMI Plan is cost-beneficial.  The AG primarily takes issue with Ameren’s 
selected discount rate, and its projections as to the levels of Customer and Societal 
Benefits presented in its Revised Plan, specifically the anticipated returns related to DR 
programs and PEV.  The AG asserts that as to DR, Ameren overstates the levels of 
avoided capacity generation; the presumptive levels at which third parties will provide 
alternative pricing programs; and residential customers’ participation rates in alternative 
pricing programs and their associated reductions in usage.  As to PEV, the AG says 
Ameren is relying on programs that could be available absent an AMI Plan and should 
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be disregarded by the Commission.  The AG states that given the uncertainty of these 
critical assumptions, the Commission should reject Ameren’s AMI Plan as presented. 
 
 The AG asserts that Ameren’s AMI Plan will only be cost-beneficial if its 
projections of customer and societal benefits prove to be accurate.  However, the AG 
complains that based on its analysis, Ameren has little or no ability to achieve these 
benefits or retain control over achieving those benefits.  The AG says Staff witness Dr. 
Brightwell recognized the basis for Ameren’s projections on these benefits as 
“speculative and questionable” when he re-ran Ameren’s cost-beneficial analysis 
without those assumed dollar benefits.   
 
 According to the AG, approximately $344.9 million in Ameren’s projected 
customer and societal benefits are based on potentially flawed assumptions.  The AG 
says the benefits related to DR programs are primarily derived from projected savings in 
electricity supply costs resulting from anticipated reductions in the load of customers 
who elect to take service under future AMI-enabled pricing options.  The AG asserts 
that the Commission should not rely on these projected DR benefits for purposes of 
evaluating whether a plan is cost-beneficial for three primary reasons:  (1) there is no 
support for Ameren’s assertions that MISO will provide credits for reductions in usage 
by customers on dynamic pricing during peak times; (2) there is no support for 
Ameren’s assertions that third-party providers will offer alternative pricing programs; and 
(3) there is no support for Ameren’s projected customer participation rate.  The AG 
states that essentially, Ameren is asking the Commission and Illinois ratepayers to 
engage in a Field of Dreams scenario where the Commission approves, and ratepayers 
pay for, hundreds of millions of dollars of improvements because “if Ameren builds it, 
the DR customers will come.” 
 
 The AG states that in order to quantify these benefits associated with DR 
programs, Ameren anticipates that “all Residential customers will be eligible to 
participate in a PTR program for electricity curtailed during critical peak hours.”  The AG 
continues by saying that Ameren’s projected pricing options include their already-
existing PSP, a new CPP program, a new PTR program, and a DLC or TOU program.  
The AG states that Ameren acknowledges that these programs may be provided by the 
utility or by third party service providers. 
 
 The AG cautions that in order to achieve these benefits, several factors outside 
of Ameren’s control must occur.  It states that Ameren acknowledges that the benefits of 
these programs are largely driven by participation rates in the programs and the change 
in peak load usage per customer, as well as valuation of avoided capacity and energy 
costs and avoided carbon emissions.  The AG says the Revised Cost/Benefit Analysis 
assumes a likely participation scenario in which 40% of the residential customers who 
receive AMI will be on some type of DR and 3-6% participation among Commercial and 
Industrial customers with AMI. 
 
 According to the AG, Ameren relied upon a faulty assumption related to the 
reduced capacity charges.  It says the AG’s analysis shows that actual customer 
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benefits will be lower than projected due to lower values for generating capacity costs 
avoided by peak reductions, lower rates of customer participation than projected by 
Ameren in the time-varying pricing options enabled by AMI and lower than projected 
reductions by customers on PSP. 
 
 The AG states that through its Revised AMI Plan, Ameren is projecting to provide 
the infrastructure to enable its customers to reduce their peak load through DR 
programs.  The AG explains this is not to be confused with a customer’s reduction in 
annual electricity consumption; those benefits are reflected in Ameren’s EE benefits.  
The AG asserts that it is important to note the differences between DR and EE benefits, 
which are different in several important respects. 
 
 The AG describes the first primary difference as being that DR programs typically 
result in little or no material reduction in annual electricity consumption and associated 
carbon emissions.  According to the AG, this is because DR events occur in only a few 
hours each year, if such an event occurs.  The AG explains CPP and PTR pricing 
programs are generally designed to encourage customers to reduce their respective 
load up to 60 hours per year.  The AG states this equates to a small fraction of the 
overall hours of energy usage in any given year: less than 1%.  According to the AG, 
although these reductions during peak usage hours tend to have a high economic 
value, the impact on customers is minimal because the DR program benefits ultimately 
represent a relatively small portion of customer annual usage and annual bills.  The AG 
cautions that the Commission should be mindful of this impact to consumers, 
particularly when comparing the projected DR impact to EE programs, which generally 
will cause a customer to reduce electricity consumption during most, if not all, of the 
year.  
 
 According to the AG, in its own analysis, Ameren projects the DR programs will 
primarily avoid capacity costs but will not avoid energy costs or carbon costs.  The AG 
states this presents a major problem in attempting to quantify benefits because the 
amount of capacity costs avoided as a result of DR programs is typically more difficult to 
estimate than the avoided energy costs (generally associated with EE programs).  The 
AG states, for example, if a customer reduces consumption through participation in an 
EE program in the amount of 1 kWh, there will be a corresponding immediate reduction 
in the amount of electricity generated.  However, the AG continues, if that same 
customer reduces peak load by 1 kW, there is no corresponding immediate reduction in 
the quantity of capacity, because the System Operator must still ensure reliable service 
for that load.  The AG asserts that the reason for this distinction between the programs 
is out of Ameren’s control.  The AG states the decisions about quantity of generation, 
transmission, and distribution capacity necessary to ensure reliable service are made 
several years in advance, and are generally made at the wholesale market level by the 
MISO. 
 
 The AG concludes that in order for a DR program to avoid capacity costs, as 
Ameren has relied upon in its Revised AMI Plan, it needs to convince MISO (and any 
other parties responsible for forecasting peak demand and setting reserve margins) that 
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reductions in peak load stemming from the DR programs can be reliably and 
consistently counted upon on a long-term basis.  The AG points out that in its Revised 
AMI Plan, Ameren does not describe any currently existing or proposed mechanism 
under which it would provide advance notification to MISO that an Ameren customer 
using a PSP, CPP or PTR program would consistently lower peak demand, year after 
year, compared to those customers on traditional rates.  The AG states that the end 
result is that Ameren (or any party offering one of these dynamic pricing plans) currently 
does not have the ability to explicitly monetize reductions in peak load from customers 
on dynamic pricing programs, despite making projections that hundreds of millions of 
dollars will be saved by using DR programs.  The AG asserts that the end result is that 
retail suppliers, curtailment service providers, and even Ameren, cannot receive 
payment or credit for demand reduction from dynamic pricing under the current MISO 
tariff.  As such, the AG states, Ameren has no way to verify the actual capacity costs 
those reductions actually avoid and its projections are nothing beyond mere 
speculation. 
 
 Moreover, the AG says, Ameren’s plan does not describe any existing or 
proposed methods by which it could guarantee the levels of anticipated reductions in 
peak demand.  The AG concludes that the Ameren customers on the three DR pricing 
options who reduce their peak load are left with nothing more than hope that MISO and 
other decision makers eventually recognize their respective reductions in peak demand.  
The AG states that although Ameren witness Dr. Faruqui states that customers on a 
proposed PTR option who reduce their peak load would receive a rebate or credit, 
Ameren has not indicated how it would fund such a rebate.  Compounding this issue is 
the fact that Ameren must obtain Commission approval in order to offer any CPP, PTR, 
or TOU programs. 
 
 The AG points out that although Ameren has claimed that it has confirmed with 
MISO that demand reductions from the pricing programs would qualify for rebates, there 
is no support in the record that such an agreement exists.  In fact, the AG states 
Ameren has acknowledged that no such document exists; the information provided by 
MISO to Ameren was verbal.  The AG asserts that absent confirmation that such an 
agreement exists, the Commission is being asked to take a leap of faith, to the tune of 
several hundred million dollars, that Ameren’s customers will ultimately see some 
benefit from DR programs associated with the Revised AMI Plan. 
 
 The AG asserts that aside from the problems associated with Ameren’s lack of 
control over the wholesale market and inability to quantify peak load reduction rebates, 
the actual values of avoided capacity in the initial years of the proposed pricing (from 
2016 to 2019) will not be as high as those assumed by Ameren.  The AG reasons that 
therefore, the amount of incentive that Ameren (and other third parties) can offer 
through dynamic pricing in those initial years will not be as high as Ameren assumed.  
According to the AG, despite assuming a single, averaged value for avoided capacity 
from 2016 to 2033, Ameren acknowledges that capacity costs are currently very low, 
and it assumes they will gradually rise over time to be set by the cost of adding a gas 
fired combustion turbine.  However, the AG asserts that its analysis reveals that 
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capacity costs in MISO, as well as in PJM and in New England, are currently 
determined by demand and supply fundamentals and will continue to so be set in future 
years.  The AG states that Ameren witness Mr. Blessing concurs that demand and 
supply fundamentals set cost of capacity in MISO and that these fundamentals result in 
uncertainty in forecasting. 
 
 The AG says that the relevant supply and demand fundamentals include levels of 
peak demand, capacity additions from various renewable resources, impacts of large 
commercial and industrial customers DR programs, retirements of older coal-fired units, 
and additions of new gas-fired capacity in response to those retirements and to the 
outlook for natural gas prices.  According to the AG's analysis, Ameren has overstated 
the values of avoided capacity as a result of these DR pricing programs.  The AG states 
that Ameren relied on several intertwined assumptions to comprise the reduction in 
capacity, including customer participation rates and the extent to which participating 
customers would reduce peak demand in response to the DR pricing program and the 
ability of third-party suppliers to design and market these pricing programs.   
 
 According to the AG, in terms of customer participation, Ameren projects that by 
2032 approximately 36% of residential customers will be participating in one of the three 
DR pricing options.  The AG says Ameren further assumes that an additional 3% will 
participate in a DLC or TOU program.  The AG asserts that this results in total customer 
participation of 40%.  According to the AG, Mr. Hornby’s analysis shows that Ameren’s 
projections lack any empirical or analytical foundation and are simply unreasonably 
high.  First, the AG explains, very few utilities are offering any of these pricing options to 
all residential customers and the actual customer participation rates in those pricing 
options do not support Ameren's projections.  Second, according to the AG, motivating 
residential customers to voluntarily participate, or “opt-in” to these pricing options has 
proven to be very difficult.  The AG asserts that Ameren is asking the Commission to 
approve hundreds of millions of dollars to be absorbed by ratepayers based on scant 
support for Ameren's primary claimed benefits. 
 
 The AG asserts that the record does not support Ameren’s projections.  The AG 
states that Ameren provided little, if any, documentation of experience with full 
deployment of AMI to support its projections of customer participation in the various 
pricing options.  According to the AG, its witness reviewed numerous utilities and found 
that residential participation levels in time-varying rates such as PTR and CPP are most 
commonly less than 10%.  Indeed the AG states Ameren’s currently running PSP 
program is one of Ameren’s longest running programs and it currently has about 12,000 
participants.  The AG also states that among other utilities, there are a few examples of 
residential participation levels in the 10 to 25 percent range.  The AG acknowledges that 
two Arizona utilities achieved participation rates in the range that Ameren projects, but 
states that these should be viewed as an anomaly because these are time of use 
programs that allow the customers to achieve savings year-round versus only during a 
limited number of critical peak demand hours.   
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 The second point expressed by the AG is that it is very difficult to motivate 
residential customers to voluntarily participate, or “opt-in," to these pricing options.  The 
AG says that the financial incentive for a customer to participate is low, and, therefore, it 
is difficult to get customers’ attention.  The AG witness, Mr. Hornby, calculated the 
financial incentive an average Ameren residential customer would have to participate in 
the PTR program if it were in effect in 2020.  The AG asserts that following Ameren’s 
assumptions, a residential customer with a peak load of 3 kW is expected to reduce that 
load by 18% per each hour of a critical peak event.  The AG calculates that this would 
equate to a reduction of 0.54 kWh in each hour.  According to the AG, assuming that 
customers receive a rebate of $1.25 per kWh and a 4-hour critical peak event, that 
customer would receive $2.70 for reducing his or her load for the 4 hours ($2.70 = 
0.54*$1.25*4).   
 
 The AG states that given the efforts that the average residential or small 
commercial customer would have to undertake to reduce load during those critical 
times, it may not likely be worth the time and effort for less than $3.  The AG explains 
that in order for that customer to actually save that $2.70 per event, that customer would 
have to be aware of this pricing option, sign up in advance to be notified of each critical 
event, actually be made aware of each critical peak event, have the ability to reduce his 
or her load during each event, and otherwise be sufficiently motivated to “opt-in” during 
each event by taking one or more actions to reduce load.   
 
 In reply to Ameren's arguments, the AG states that Ameren mischaracterizes the 
record evidence when it argues that Mr. Hornby “acknowledges that, even if projected 
societal benefits are reduced under his analysis, the Plan still has a benefit to cost ratio 
over 1.0” and that “even if one disagrees with the reasonableness of the assumptions 
used, confirms Ameren’s overall conclusion: implementation of the revised Plan will be 
cost-beneficial.”  The AG asserts that these statements are taken out of context and 
only serve to detract from the seriousness of the ratepayer investment that Ameren is 
asking the Commission to approve.  The AG explains that in fact, the testimony that 
Ameren references in making these assertions relates to Mr. Hornby running multiple 
scenarios, including the Total Resources Cost test that Ameren exclusively relies upon 
to demonstrate that its plan is cost-beneficial.  The AG argues that this is only one test 
out five that the ISSGC recommended be reviewed.  The AG asserts that it witness ran 
other scenarios, including Societal Costs Test and the Total Resources Cost Test that 
resulted in Ameren’s Revised AMI Plan being not cost-beneficial. 
 
 The AG asserts that its witness was not the only one to deem Ameren’s assumed 
DR and PEV benefits as lacking support.  The AG points to Staff witness Dr. Brightwell's 
statement that Dr. Faruqui “ignored” unfavorable results from currently running DR 
pilots.  In addition, the AG states that Ameren’s planned pricing programs are of the 
“opt-in” variety, as opposed to “opt-out.”  The AG says Dr. Brightwell noted that the 
results from these types of programs can be “overstated” and cautioned the 
Commission to be “wary” of opt-in programs.  The AG states that Ameren’s currently 
operating PSP program is an example of an existing opt-in DR program.  Finally, the AG 
says Dr. Brightwell also noted that a study was done of Ameren’s PSP pilot which found 
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that customers’ overall energy usage actually increased as a result of their participation 
in PSP.  The AG asserts that the record shows that Ameren did not address this study. 
 
 According to the AG, compounding this lack of information to support the touted 
benefits, there are considerable variations in monthly energy use and peak demand for 
residential customers that are not taken into account in Ameren projections of benefits.  
The AG states that some of Ameren’s customers have high loads, some have moderate 
loads and some have very small loads.  The AG finds that given the existing usage 
rates in Ameren’s territory, it is reasonable to assume that the 20% of customers who 
represent the highest usage would have a higher financial incentive and ability to 
participate in these pricing options than the customers who represent the lowest usage.  
The AG asserts that its witness analyzed the reductions in peak load assumed by 
Ameren and found that, even using “optimistic” participation rates, the levels of peak 
reduction should be one-half of those used by Ameren in its base case. 
 
 The AG also emphasizes Ameren's testimony that it will almost exclusively rely 
on third-party providers to provide these DR programs.  The AG notes that of course, 
Ameren cannot control whether any program outside of PTR, which is required to be 
offered to ratepayers under section 16-108.5 of the Act, will even offer these pricing 
programs.  The AG believes that Ameren dramatically overstates the ability or desire of 
these providers to offer programs in Ameren territory, and then relies on the presumed 
dollar benefits that will fall to participants for purposes of its cost-beneficial analysis.  
The AG quotes Comverge witness Mr. Lacey who stated that “there’s an economic 
problem” with third-party suppliers providing PTR, CPP, and DLC programs, and that for 
residential customers, “it doesn’t really work.” 
 
 The AG opines that Ameren overstates the financial benefits associated with 
PEV.  The AG states that Ameren relies heavily on the touted benefits of PEV, to the 
tune of $90.1 million in net present benefits.  However, the AG maintains that Ameren 
dramatically overstates the societal benefits ascribed to PEV adoption.  The AG states 
the unsupported assumptions should be excluded from the cost-beneficial analysis.  
According to the AG, the record evidence shows that the benefits associated with PEV 
adoption could be realized absent the implementation of AMI. 
 
 The AG says the Revised Cost/Benefit Analysis notes that “AMI combined with 
smart charging technologies will allow PEV owners to charge their vehicles at non-peak 
times when electricity rates are cheapest” and will “encourage additional consumers to 
switch to PEVs (compared to the flat-rate case).”  According to the AG, Ameren 
assumes that 0.7% of vehicles among Ameren customers with AMI are PEVs and that 
these customers would not have purchased PEVS “but for AMI and time-of-use rates 
that lower the cost of operating these vehicles.”  The AG notes that AIC assumes that a 
small set of residential customers will buy electric vehicles in response to the incentives 
created by a TOU rate and smart charging enabled by a Home Energy Management 
System.  The AG asserts that the Ameren estimate of the benefits and costs of the 
incremental purchases of PEVs, which it then attributes to implementation of the AMI 
Plan rests upon a number of assumptions that are not reasonable. 
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 The AG asserts that Ameren could offer a TOU pricing program without 
implementing an AMI Plan.  The AG says that Ameren witness, Dr. Faruqui confirms 
that a residential customer could choose a TOU rate if that customer had a simple 
interval meter and if Ameren or a third party supplier offered a residential TOU rate.  In 
addition, the AG notes that Dr. Faruqui has not researched the specific technologies 
that other utilities, including Ameren Missouri, are using to implement TOU rates in the 
absence of system-wide deployments of AMI and smart meters.  Therefore, the AG 
concludes, it is unreasonable to attribute any benefits or costs of PEVs to the AMI Plan 
because Ameren could offer TOU rates to its customers in the absence of AMI, just as it 
offers PSP to its customers in the absence of AMI. 
 
 The AG states that Staff witness Dr. Schlaf concurs that the touted benefits of 
PEV are debatable.  The AG quotes Dr. Schlaf as noting the long chain of reasoning 
and calculations to arrive at the level of societal benefits associated with PEV and that 
several of the numbers needed to complete the analysis are difficult to forecast.  The 
AG says Dr. Schlaf concludes that “the Commission should be cautious in relying on 
estimates of PEV adoption that are developed as the PEV market is still in its infancy, 
even estimates that are developed by experts.”  The AG says that given the 
questionable validity of the data supporting Ameren’s touted benefits related to PEV, the 
Commission should dismiss these benefits from its assessment of Ameren’s cost-
beneficial analysis. 
 
 The AG asserts that AIC has no basis upon which to use an excessively low 
discount rate to calculate its Base Case results.  The AG states that the discount rate is 
a matter of debate and subject to interpretation.  The AG also asserts that the 
appropriate discount rates are not explicitly defined in any provision of the Act.  The AG 
refers to Section 16-108.6(c) and (a) of the Act, with the requirements that the 
Commission determine if the implementation of the AMI Plan will be cost-beneficial and 
the cost-beneficial standard, the present value of the benefits exceeding the present 
value of costs.  The AG asserts, however, that the Act does not specify either the 
discount rate or the number of years to be used to calculate that present value. 
 
 The AG argues that the choice of a discount rate has a major impact on whether 
the AMI Plan under the Base Case will be, or will not be, cost-beneficial.  The AG 
explains that the benefit to cost ratio of Ameren’s Base Case drops from 1.87 as 
calculated by Ameren to 0.87 under its calculation using a higher discount rate.  Staff’s 
ratio drops to .99 when using a higher discount rate.  In response to Ameren, the AG 
argues that the selection of a higher discount rate is not a whim, as Ameren would 
seem to suggest.  The AG referenced witness Mr. Hornby's testimony that the discount 
rates selected in other jurisdictions have generally been much higher.  According to the 
AG, seven other states that have engaged in AMI/smart grid plan approval proceedings 
have approved discount rates ranging from 6.69% to 8.996%, at least double what 
Ameren used in its base case. 
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 The AG asserts that Ameren’s selection of an unusually low 3.62% discount rate 
skews the results of its cost/benefit analysis.  The AG asserts that although In its 
rebuttal testimony, Ameren presents various changes to sensitivities to reflect input from 
Staff, the AG, and other Intervenors, it did not change its discount rate but chose to 
employ a 3.62% discount rate, the 20-year Treasury Bill rate.  The AG states that the 
discount rate it applied is a more generally accepted discount rate of 8.8%.  The AG 
explains that in arriving at that number, the AG witness assumed a 7% real discount 
rate based upon guidance from a U.S. Government Office of Management and Budget 
("OMB") publication plus a 1.8% inflation rate.  According to the AG, its discount rate is 
consistent with the weighted average cost of capital of 8.25% that Ameren uses in its 
cost-benefit analyses and is also within the range of discount rates that similarly 
situated utilities have used in AMI filings in other jurisdictions.  The AG recommends 
that the Commission consider the impact of these different discount rates when 
determining whether to approve or reject Ameren’s Revised AMI Plan.  The AG states 
that in effect, given the low discount rate in Ameren’s Revised AMI Plan, if approved, 
Ameren investors will bear very little of the financial risk associated with the AMI Plan, 
but Ameren ratepayers will bear the burden of the bills. 
 
 The AG points out that in its review of ComEd’s AMI Plan in Docket No. 12-0298, 
the Commission highlighted the fact that the discount rate used by ComEd was too low 
to accurately reflect the risks faced by ratepayers, who are funding the costs of AMI.  
The AG says that in that docket, ComEd used a 30-year U.S. Treasury bond rate of 
3.087% as the selected discount rate.  The AG notes that in its Order, the Commission 
specifically rejected the use of a U.S. Government-backed Treasury bond rate as an 
acceptable discount rate to reflect customer risk inherent in the funding of AMI 
investments: 
 

. . . 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.  
Docket No. 12-0298, Order of June 22, 2012 at 39 (“ComEd AMI Plan 
Order”). 

 
The AG notes the Commission also observed, “Indeed, what we gather from Mr. Hornby 
is that (ComEd’s use of US Treasury bills as a discount rate template) reflects a risk-
free investment - a return on government bonds, and it certainly does not reflect 
customers’ cost of capital.” 
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 The AG states that, like ComEd’s assumed discount rate, Ameren proposes the 
use of a discount rate that is based on the U.S. Government’s Treasury Bill rate – this 
one based on the latest 20-year bond rate.  The AG argues that the record evidence – 
in particular, the testimony of AG witness Mr. Hornby – supports rejection of that 
discount rate.  In addition, the AG states that the Commission’s decision in the ComEd 
AMI Plan docket concurred with Mr. Hornby’s criticisms of a U.S. Government-backed 
Treasury bill rate, and supports rejection of the Ameren-selected discount rate.  The AG 
asserts that given the uncertainty of both the DR and the PEV benefits relied upon by 
Ameren, the Commission should disregard these benefits.  The AG then asserts that 
after removing these benefits and adjusting the discount rate as it recommends 
Ameren’s Revised AMI Plan is not cost beneficial and should be rejected by the 
Commission.  The AG states that it should be noted that the mere possibility that future 
actual benefits may be lower than Ameren's projections would be less of a concern if 
Ameren’s investors would be bearing that risk or if there were guaranteed projected 
savings to its customers regardless of what the values prove to be.  However, the AG 
notes this is not the case.  Rather, the AG asserts, Illinois ratepayers bear the financial 
risk that future benefits from the Revised AMI Plan may be significantly less than 
projected and Ameren customers have no guarantee of savings. 
 
 The AG asserts that its analyses are based on reasonable assumptions and 
culminate in the conclusion that Ameren’s projected benefits are overstated and its 
Revised AMI Plan is not cost-beneficial.  The AG states that in reaching this conclusion, 
it assumed a more generally accepted discount rate, higher than the excessively low 
rate chosen by Ameren; and removed questionable benefits, primarily those related to 
DR, PEV, and other benefits that are far too speculative.  The AG states that simply by 
selecting a discount rate more in line with those suggested in other jurisdictions, 
Ameren’s base case Revised AMI Plan dramatically drops below the threshold at which 
it is cost-beneficial under both Mr. Hornby’s and Staff’s calculations.  The AG asserts 
that removing the societal and customer benefits, and adjusting the discount rate as it 
recommends, renders Ameren’s Revised AMI Plan not cost beneficial and the AG 
recommends that the Commission should reject it. 
 
 The AG expresses concern that among the strategies Ameren describes in its 
Revised Plan is its intention to activate the remote connect/disconnect switch in the AMI 
meters installed over the relevant 10-year performance metric period.  The AG notes 
there is a pending Part 280 rulemaking docket, Docket No. 06-0703, awaiting a First 
Notice Commission Order, Second Notice Order and final approval of the rule.  The AG 
states that unless and until any final Joint Committee on Administrative Rules approved 
Order is issued altering the existing Part 280 door knock requirement, any AMI Plan 
approved by the Commission should provide that Ameren include a premise visit and in-
person customer notification at the time of disconnections for nonpayment.  The AG 
clarifies that Ameren should be permitted to utilize the remote disconnect technology.  
But, the AG asserts that the required on-site customer contact attempt at the time of 
disconnection remains critical to ensuring the health and safety of Ameren’s most 
vulnerable customers.   
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D. CUB/ELPC's Position 
 
 CUB/ELPC asserts that the purpose of this proceeding is to determine whether 
Ameren’s AMI Plan presents a plan to deploy AMI to its customers that will ultimately 
result in more benefits than costs to Ameren’s electric customers.  CUB/ELPC goes on 
to argue that Ameren's AMI Plan must be designed to maximize the benefits of AMI 
investments for the Ameren customers financing them.  CUB/ELPC does not directly 
address whether the Revised AMI Plan is cost-beneficial, but argues that the 
Commission should order Ameren to modify the Plan in order to maximize the benefits.   
 
 CUB/ELPC opines that the Commission should require Ameren to offer a TOU 

Rate and consider other dynamic pricing programs.  CUB/ELPC states the Ameren's 
cost-benefit analysis of its Revised AMI Plan relies heavily on DR benefits, such as those 
benefits resulting from dynamic pricing, for its conclusion that it is cost-beneficial.  
CUB/ELPC complains that despite this reliance on dynamic pricing to achieve DR 
benefits and, in turn, to render Ameren’s Revised AMI Plan cost-beneficial, Ameren is 
not intending to offer any dynamic pricing program aside from the PTR program required 
by the EIMA and the PSP program already offered by the Company.  CUB/ELPC asserts 
that it is unlikely that third party suppliers will offer dynamic rates in Ameren’s service 
territory.  CUB/ELPC concludes that the Commission should require Ameren to offer, at 
least, a TOU rate to its customers in order to maximize the benefits from implementation 
of Ameren’s Revised AMI Plan 
 
 CUB/ELPC recommends the Commission make several modifications to 
Ameren's Revised AMI Plan in order to maximize the benefits of the Plan.  First, 
CUB/ELPC asserts that the Commission should order Ameren to modify the Revised 
AMI Plan through a collaborative workshop process.  According to CUB/ELPC, this 
process would result in additional revisions to the Plan which would be reviewed first by 
the SGAC and then filed at the Commission for approval.  CUB/ELPC also advocates 
that the Commission should order Ameren to commit to voltage optimization as a core 
AMI function.  CUB/ELPC asserts that the Commission should require Ameren to 
change its distribution generation interconnection procedures to save resources, reduce 
risk for distributed generation developers in site selection, substantially reduce the 
barriers to interconnection, and help further enable the type of customer and grid 
benefits of distributed generation that Ameren describes in its Revised AMI Plan.  
CUB/ELPC also proposes that the Commission should require Ameren to expand its 
customer education plan.  In addition, CUB/ELPC argues that the Commission should 
order Ameren to analyze other AMI deployment scenarios.  Finally, CUB/ELPC provides 
a list of additional tracking measures that it recommends the Commission require 
Ameren to include in the Revised AMI Plan. 
 

E. Comverge's Position 
 
 Comverge supports Ameren's Revised AMI Plan, but notes that its cost-
effectiveness is heavily dependant on DR programs, PTR, CPP, and DLC.  Comverge 
argues that because the Revised Cost/Benefit Analysis used DR programs in its 
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determination that the Revised AMI Plan is cost-beneficial, Ameren should be required 
to file tariffs to implement the CPP, PTR, and DLC DR programs.  Comverge states that 
for that reason it urges the Commission to direct Ameren to file tariffs for the CPP and 
DLC programs identified in the Revised Cost/Benefit Analysis.  Comverge also 
recommends that the Commission direct Ameren to file with its statutorily required PTR 
tariff and its CPP filing a cost-benefit analysis of the provision of enabling direct load 
control technology to PTR and CPP participants. 
 

F. IPA's Position 
 
 The IPA responds to Comverge's proposal for a CPP and a DLC Program and 
CUB/ELPC's proposal for a TOU rate as components of Ameren's Revised AMI Plan.  
The IPA notes that there has not been a determination whether customers taking CPP 
or TOU rates would be "eligible retail customers" and thus whether the IPA would be 
responsible for running procurements for those customers.  The IPA does not take a 
position of whether the Commission may require Ameren to propose a CPP or TOU 
tariff, but urges the Commission to consider procurement related issues when deciding 
whether to require Ameren to file the tariffs moving forward, if the CPP or TOU 
customers are determined to be eligible retail customers.  The IPA asserts that if the 
Commission orders Ameren to offer CPP and/or TOU rates and that customers using 
those rates are eligible retail customers, the IPA will work with stakeholders to resolve 
the pending uncertainties.  The IPA states that because these may be significant and 
are currently unquantified uncertainties, it requests that any stakeholder or workshop 
process regarding Ameren CPP and TOU rates fully vet the issues and work toward 
building consensus.  To that end, the IPA recommends a workshop process consistent 
with Ameren’s proposal. 
 

G. ICEA's Position 
 
 The ICEA also responds to Comverge's proposal for a CPP and a DLC Program 
and CUB/ELPC's proposal for a TOU rate as components of Ameren's Revised AMI 
Plan.  The ICEA supports Ameren's position that the Commission should defer taking 
action on the CPP, DLC, and TOU rate programs at this time.  The ICEA recommends 
that the Commission order Ameren to work and dialogue with the SGAC and interested 
stakeholders on potential dynamic pricing structures and rates.  The ICEA states that 
ideally there should be Ameren-led workshop process concerning the Intervenors' CPP, 
DLC, and TOU rate proposals along with market-based proposals from the retail electric 
suppliers and other market participants.   
 
IV. COMMISSION CONCLUSION 
 
 The sole question before the Commission on rehearing is whether Ameren's 
Revised AMI Plan meets the "cost-beneficial" standard as defined in Section 16-108.6 
of the Act.  Ameren presents a Revised AMI Plan and Cost/Benefit Analysis for the 
deployment of AMI to 62% of its electric customers over an eight-year period.  Ameren 
has updated its cost estimates and has quantified and included the incremental "manual 
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methods" costs.  Ameren has also quantified the incremental operational benefits 
related to administrative and operational efficiencies and customer/societal benefits.  
The Revised Cost/Benefit Analysis reflects that the positive NPV for the Revised Plan is 
$405 million.  This assumes the use of a 3.62% societal discount rate derived from the 
20-year Treasury bond rate.  The Revised Cost/Benefit Analysis included sensitivity 
analyses around ten different factors and variations of the factors resulting in 18 
different sensitivity analyses.  In each of the variations presented by Ameren, the NPV 
of the sensitivity analysis remains positive, i.e., the relevant benefits exceed the costs.   
 
 Although Staff criticizes some portions of the Revised Cost-Benefit Analysis, 
calling it speculative, Staff concludes that the Revised AMI Plan is cost-beneficial as 
required by Section 16-108.6(c) of the Act.  The AG criticizes the projection of customer 
and societal benefits included in the Revised Cost/Benefit Analysis, as relying on 
speculative or questionable assumptions, and asserts that the Revised AMI Plan is not 
cost-beneficial.  CUB/ELPC contends that implementation pursuant to the Revised Plan 
as presented by Ameren is not cost-beneficial, and that the Plan should be modified in 
order to maximize the benefits.  Similarly, Comverge does not assert that the Revised 
Plan is not cost-beneficial, but argues that because Ameren used DR programs in its 
cost-beneficial analysis, Ameren should be required to file tariffs to implement the DR 
programs.  The IPA and the ICEA recommend against the Commission requiring tariffs 
implementing the DR programs to be filed in the absence of additional workshops; 
neither takes a position on whether or not the Revised Plan is cost-beneficial.  
 
 The AG argued that  the Revised AMI Plan was not found to be cost-beneficial 
under 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 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 notes that all analyses of the Revised AMI Plan which include 
projected societal benefits and a reasonable societal discount rate result in a positive 
NPV.  By their very nature, forecasted values of future variables are prone to some level 
of error.  Thus, the Commission does not expect the base case that constitutes 
Ameren's cost/benefit analysis to prove to be totally accurate in hindsight.  The 
Commission believes; however, that given the wide range of inputs to the cost/benefit 
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analyses which produce positive NPVs, it unlikely than that AIC's revised AMI Plan will 
not produce a positive NPV.  The Commission finds that Ameren has demonstrated that 
the Revised AMI Plan is cost-beneficial as required by Section 16-108(c) of the Act. 
 
 After an extensive analysis of the parties' positions, the May 29, 2012 Order in 
this proceeding concluded as follows: 
 

Based in the totality of the evidence presented in this proceeding, the 
Commission is satisfied that Ameren's AMI plan has satisfied the five 
informational requirements identified in Section 16-108.6(c) of the Act. 
(Order at 24) 

 
 On rehearing, several parties suggest that Ameren's Revised AMI Plan lacks 
sufficient detail and fails to meet these statutory requirements.  The Commission has 
already concluded that Ameren's AMI Plan satisfies the five informational requirements 
and there is no information on rehearing that would in any way cause the Commission 
to revisit or revise this conclusion. 
 
 With regard to technical requirements of Section 16-108.6(c), the May 29, 2012 
Order ultimately concluded: 
 

Based on the evidence presented in this proceeding, the Commission finds 
that the technical requirements of Section 16-108.6(c) of the Act are 
satisfied by Ameren's AMI Plan as presently drafted. 

 
 On rehearing several parties also suggest that Ameren's Revised AMI Plan lacks 
detail and fails to adequately meet the technical requirements in the Act.  Again, the 
Commission's Order already found that Ameren's AMI Plan satisfied the technical 
requirements in the Act.  The Commission believes that there is no information on 
rehearing that would in any way cause the Commission to revisit or revise this 
conclusion.  In fact, Ameren provided evidence suggesting that the AMI Plan provided 
on rehearing is more detailed and superior to the one addressed in the May 29, 2012 
Order in several respects. 
 
 Intervenors have raised numerous other concerns or proposals regarding the 
implementation of advanced metering.  The Commission finds that these concerns and 
proposals were previously addressed in the Order entered on May 29, 2012 and/or are 
not within the limited scope of this rehearing.   
 
V. FINDINGS AND ORDER PARAGRAPHS 
 
 The Commission, having reviewed the entire record, is of the opinion and finds 
that: 
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(1) Ameren is an Illinois corporation engaged in the transmission, sale, and 

distribution of electricity to the public in Illinois, and is a public utility as 
defined in Section 3-105 of the Act; 

(2) Ameren is an electric utility as defined in Section 16-102 of the Act, and a 
combination utility and participating utility as defined in Section 
16-108.5(b) of the Act; 

(3) the Commission has jurisdiction over Ameren and the subject matter 
herein, the facts recited and conclusions reached in the prefatory portion 
of this Order are supported by the record and are hereby adopted as 
findings of fact; 

(4) for the reasons discussed in the prefatory portion of this Order, the 
Commission concludes that Ameren's Revised AMI Plan complies with the 
requirement that such plan must be cost-beneficial as defined in Section 
16-108.6(a) of the Act; 

(5) except as specifically modified herein, the Commission's May 29, 2012 
Order in this proceeding should remain in full effect and applicability. 

 IS THEREFORE ORDERED by the Illinois Commerce Commission that Ameren 
Illinois Company's Revised Smart Grid Advanced Metering Infrastructure Deployment 
Plan complies with the requirements of Section 16-108.6 of the Act and it is approved.  
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, and other 
matters in this proceeding which remain unresolved are to matters in this proceeding 
which remain unresolved are to be disposed of in a manner consistent with the 
conclusions herein. 
 

IT IS FURTHER ORDERED that except as specifically modified herein, the Order 
entered May 29, 2012 remains in full effect and applicability as written. 

 
 IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 
 
 By order of the Commission this 5th day of December, 2012. 
 
 
 
 (SIGNED) DOUGLAS P. SCOTT 
 
 Chairman 
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