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ILLINOIS COMMERCE COMMISSION 1 

DOCKET No. 13-   2 

DIRECT TESTIMONY OF  3 

KAREN R. ALTHOFF 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. My name is Karen R. Althoff.  My business address is 370 S. Main Street, 10 

Decatur, Illinois 62523.  11 

Q. By whom are you employed and in what capacity?   12 

A. I am a Supervisor, Rates & Analysis, providing regulatory services for Ameren 13 

Illinois Company d/b/a Ameren Illinois (AIC or Company).   14 

Q. What are your current job duties and responsibilities? 15 

A. My duties and responsibilities relating to the gas and electric rates of AIC include 16 

developing rate analyses and rate design and cost of service studies, developing and 17 

interpreting gas and electric tariffs, testifying in regulatory proceedings, and performing 18 

other rate-related projects as assigned. 19 

Q. Please describe your educational background and work experience. 20 

A. Please see my Statement of Qualifications attached as an Appendix to this direct 21 

testimony.  22 
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B. Purpose, Scope and Identification of Exhibits 23 

Q. What is the purpose of your direct testimony? 24 

A. The purpose of my testimony is (1) to present the results of AIC's individual rate 25 

zone natural gas embedded cost of service studies (ECOSS), (2) to develop AIC's 26 

proposed rate zone natural gas rate design, (3) to sponsor gas billing units, (4) to sponsor 27 

certain rate-related revisions to AIC's tariffs, (5) to provide an update to both base rate 28 

and Purchase Gas Adjustment (PGA) uncollectible factors, and (6) to discuss AIC's 29 

rationale for the proposed allocators for certain plant and O&M expense by rate zone.   30 

Q. Will you be sponsoring any exhibits with your direct testimony? 31 

A. Yes.  I am sponsoring the following exhibits: 32 

• Ameren Exhibit 9.1 – Gas ECOSS Summary– Rate Base, Expenses and 33 
Rates of Return 34 

• Ameren Exhibit 9.2 – Rate Zone Summary of Unbundled Cost of Service 35 
Results at Present and Proposed Rates 36 

• Ameren Exhibit 9.3 – Tabulation of External Allocation Factors relating 37 
to Class Cost of Service   38 

• Ameren Exhibit 9.4 – Existing Gas Rate Structure 39 

• Ameren Exhibit 9.5 – Rate Zone Gas ECOSS Summary Results– Current 40 
and Proposed Rates of Return and Per Therm Rates with Constrained 41 
Revenue Targets 42 

• Ameren Exhibit 9.6 – Development of Proposed Revenue Targets   43 

• Ameren Exhibit 9.7 – Development of Proposed Rate Design  44 

• Ameren Exhibit 9.8 – Gas ECOSS Results Based on Proposed Rates and 45 
Revenue Levels  46 

• Ameren Exhibit 9.9 – Summary of Present and Proposed Revenue 47 
Increases on Base and Total Revenues By Rate Class  48 
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• Ameren Exhibit 9.10 – Comparison of Present and Proposed Rate 49 
Structure Revenue 50 

• Ameren Exhibit 9.11 – Residential Bill Impact Comparisons at Various 51 
Usage Levels  52 

• Ameren Exhibit 9.12 – GDS-5 Experimental Tariff Expansion 53 

• Ameren Exhibit 9.13 – Revised Tariffs Sheets for Updated Prices 54 

Q. Are you sponsoring any of the Commission's Part 285 Standard Information 55 

Requirements in this filing? 56 

A. A. Yes, I am sponsoring Part 285 Schedule E-6 – Embedded Cost of Service 57 

Study results.  Additionally, I am sponsoring Schedule E-4 – Billing Units and Schedule 58 

E-5 – Jurisdictional Operating Revenue.  In conjunction with this filing, bill comparisons 59 

for each rate were prepared and presented in Part 285 Schedule E-9, along with bill 60 

frequency information presented in Schedule E-8.  Please note that since proposed base 61 

rates were designed without any gas supply cost, it was necessary to include gas supply 62 

cost estimates in order to make more meaningful bill comparison and customer impact 63 

determinations. I am also sponsoring Schedule E-1 – Copy of Proposed Tariff Sheets and 64 

Schedule E-2 – Revised Copies of Existing Tariff Sheets. 65 

Q. Describe AIC’s current delivery service rate structure and rates. 66 

A. AIC has three rate zones, each tied to an individual legacy company: Rate Zone I 67 

(legacy Central Illinois Public Service Company), Rate Zone II (legacy Central Illinois 68 

Light Company) and Rate Zone III (legacy Illinois Power Company).  Each rate zone has 69 

nearly identical rate structures, although each zone does present differences in applicable 70 

charges.  The natural gas service tariffs for each rate zone contain the following customer 71 

classes: GDS-1 (Residential), GDS-2 (Small General), GDS-3 (Intermediate General), 72 
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GDS-4 (Large General), GDS-5 (Seasonal), and GDS-7 (Special Contract).  GDS-1 is 73 

available for any residential customer using natural gas predominantly for residential 74 

purposes.  GDS-2 is available to non-residential customers whose highest Average Daily 75 

Usage1 is less than 200 therms.  GDS-3 is available to non-residential customers whose 76 

highest Average Daily Usage is greater than 200 therms, but less than 1,000 therms.  77 

GDS-4 is available to non-residential customers whose highest Average Daily Usage is 78 

equal to or greater than 1,000 therms.  GDS-5 is an optional rate available to non-79 

residential customers whose operations are seasonal in nature.  The GDS-5 rate provides 80 

an incentive to larger non-residential customers to avoid natural gas consumption on days 81 

when the average forecast temperature is 25 degrees Fahrenheit or less.  GDS-7 enables 82 

the Company to develop special contracts to prevent customers located near interstate 83 

natural gas pipelines from detaching from or “bypassing” the Company’s natural gas 84 

distribution system.  While AIC collects revenue from its retail customers under various 85 

supply options, the revenue requirements developed and the rate increases requested in 86 

this proceeding only pertain to natural gas delivery services.2 87 

                                                 
1 Average Daily Usage means all Therms delivered to Customer during the Billing Period divided by the 
number of days in the Billing Period. 
2 AIC also provides several natural gas commodity supply options for its retail customers in addition to the 
natural gas delivery services described above: Rider S (System Gas Service), Rider T (Gas Transportation 
Service), Rider G (Group Balancing Transportation Service), Rider TBS Transportation Banking Service, 
and Rider PGA (Purchased Gas Adjustment).  Residential customers and non-residential customers who 
elect to purchase gas supply from AIC rather than purchase their own natural gas take the Rider S supply 
option.  Customers served under Rider S pay traditional bundled rates.   Non-residential customers who 
elect to purchase their own natural gas and deliver such commodity to the Company’s distribution system 
take the Rider T supply option.  Rider PGA simply provides information pertaining to the calculation of the 
Purchased Gas Adjustment charge, which is the base charge for natural gas supplied by the Company to 
customers under Rider S supply option.  Similarly, Rider G and Rider TBS provide information for 
customers supplied under Rider T.  Rider G provides information pertaining to requirements and 
responsibilities of brokers who want to aggregate deliveries of customer-owned gas for multiple customers 
and Rider TBS provides information pertaining to a subscribable banking service available to customers 
served under Rider T. 
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Q. How has AIC developed cost of service studies and delivery service rates in 88 

this proceeding? 89 

A. AIC has prepared a separate cost of service study for each rate zone and will 90 

continue to do so until such time as uniform rate zone pricing exists3 or until the 91 

Commission indicates a preference for AIC to file a single class cost of service study.  92 

Each rate zone has its own ECOSS, comprised of rate base, O&M and other expenses, 93 

along with a corresponding revenue requirement necessary to meet the Company’s rate of 94 

return.   95 

AIC observes that each of the cost of service studies is converging such that rate 96 

uniformity could occur at some point in the future.4   For example, Rate Zone II currently 97 

has lower overall rates than Rate Zones I or III and the ECOSS shows that Rate Zone II 98 

will require an average rate increase greater than the average AIC increase in order to 99 

recover its cost of service.  Likewise, Rate Zones I and III will require rate increases less 100 

than the average AIC rate increase in order to closely match the cost of service applicable 101 

to those zones.  AIC is conforming some rate class pricing among the rate zones as I will 102 

discuss below, subject to the gas ECOSS results and revenue allocation constraints 103 

applied.   104 

                                                 
3 Section XII Part A (Rate Zone Schedules in Future Rate Filings) found on Page 195 of the Final Order 
issued in Docket 11-0282 states that “The Commission notes AIC's acknowledgment that AIC is required 
to provide separate rate base schedules, operating income schedules, and embedded cost of service studies 
for each of the separate Rate Zones with its rate case filings as long a separate Rate Zone pricing exists. 
The Commission further notes AIC's commitment to do so in future rate cases.” 

4 It is also noteworthy to point out that the Illinois Commerce Commission (Commission or ICC) also 
indicated a desire for AIC to move toward rate uniformity in its order in Docket No. 09-0306.  Accordingly, 
AIC will utilize the results of converging ECOSS to gradually achieve rate uniformity.  I will address the 
details of AIC's efforts in this filing to move the three rate zones closer to rate uniformity as permitted by 
the ECOSS results and the effects of the revenue allocation constraints. 
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Q. Please summarize the conclusions of your direct testimony. 105 

A. The gas ECOSS allocates test year costs to AIC's customer classes to determine 106 

the revenue requirement and rates of return under present and proposed rates, by rate 107 

zone, for each customer class.  The results of the gas ECOSSs are the starting points for 108 

evaluating rate design and provide support for AIC's proposed changes to its gas rate 109 

schedules.  Based on the results of the gas ECOSSs, the following changes to AIC's 110 

existing gas tariffs should be made: 111 

• Charges for each delivery service component should be adjusted in 112 
accordance with the gas ECOSS results as modified by the rate 113 
adjustment mitigation model (discussed below) and other factors; 114 

• The GDS-3 Customer Charges for Rate Zones I and II should move 115 
toward actual cost of service; 116 

• The GDS-4 Demand Charges for Rate Zone I should be modified given 117 
the actual historical Maximum Daily Contract Quantity (MDCQ) now 118 
available due to the installation of demand metering provide better billing 119 
data.  Rate Zone II Demand Charges are being adjusted to move toward 120 
rate uniformity with Rate Zones I and III with the goal to eliminate the 121 
rate provision regarding separate  Demand Charges for usage over two 122 
million therms (a legacy rate provision unique to Rate Zone II); and   123 

• The GDS-5 Customer Charge provision relating to the experimental 124 
group from the Commission Docket No. 11-0282 should be eliminated. 125 

Q. Please summarize the results of the gas ECOSSs.  126 

A. Based on the results of the gas ECOSSs and the effects of Rider TBS, as I will 127 

discuss in more detail later, AIC's Rate Zone earned Rates of Return on Rate Base 128 

(RORB) at present rates and the resulting gas revenue deficiency5 at present rates by 129 

customer class, assuming an equalized RORB of 8.504% for each class, is summarized 130 

below:   131 

                                                 
5 The gas revenue deficiency has removed the effects of the Rider TBS cost increase of $5.8 million.  
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 132 

Q. Please summarize AIC's proposed revenues with respect to present revenues 133 

for its gas service classes after the rate mitigation constraints have been applied to 134 

the gas ECOSS results.   135 

A. Listed below are the proposed revenues and the amounts of rate increase6 by rate 136 

class after application of the rate increase mitigation constraints to the gas ECOSS 137 

results, discussed later in testimony, as compared to present revenues for each customer 138 

class. 139 

                                                 
6 The amounts of rate increases by class do not reflect the effects of the Rider TBS cost increase of $5.8 
million. 

Gas Service Classification Rate Zone I Rate Zone II Rate Zone III
GDS-1 Residential Delivery Service 5,539$         5,585$          5,481$                
GDS-2 Small General Delivery Service 1,466$         2,613$          2,545$                
GDS-3 Intermediate Delivery Service 704$             1,861$          1,433$                
GDS-4 Large General Delivery Service 1,407$         4,905$          7,765$                
GDS-5 Seasonal Gas Delivery Service 997$             1,065$          928$                    
  Total AIC 10,112$       16,030$        18,152$              

Gas Revenue Deficiency $(000)
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 140 

II. COST OF SERVICE STUDY 141 

Q. What is the purpose of AIC's gas ECOSS? 142 

A. The cost to serve the customers of any utility consists generally of net plant 143 

investment, operating expenses, income taxes and other taxes for a given test year.  The 144 

unique cost to serve customers in a company’s various service classifications is less 145 

apparent.  Costs can vary significantly between customer classes depending upon the 146 

nature of their demands on the utility system and the facilities required to serve them.  147 

The purpose of an ECOSS is to assign each relevant component of overall cost to 148 

determine the appropriate cost to serve AIC's respective customer rate classes.  The final 149 

result of the gas ECOSS study is essentially a cost matrix, displaying, by cost category, 150 

Proposed Present Increase
Rate Zone I
GDS-1 Residential Delivery Service 59,393$          52,415$             6,979$           
GDS-2 Small General Delivery Service 15,659$          13,815$             1,843$           
GDS-3 Intermediate Delivery Service 3,411$            2,822$               589$              
GDS-4 Large General Delivery Service 3,733$            3,087$               647$              
GDS-5 Seasonal Gas Delivery Service 312$                258$                   54$                 

Rate Zone II
GDS-1 Residential Delivery Service 60,942$          51,509$             9,433$           
GDS-2 Small General Delivery Service 16,259$          12,702$             3,557$           
GDS-3 Intermediate Delivery Service 3,957$            2,987$               970$              
GDS-4 Large General Delivery Service 7,844$            5,918$               1,927$           
GDS-5 Seasonal Gas Delivery Service 583$                440$                   143$              

Rate Zone III
GDS-1 Residential Delivery Service 133,058$       121,444$          11,615$        
GDS-2 Small General Delivery Service 34,522$          30,448$             4,074$           
GDS-3 Intermediate Delivery Service 8,479$            7,295$               1,184$           
GDS-4 Large General Delivery Service 8,363$            7,198$               1,165$           
GDS-5 Seasonal Gas Delivery Service 821$                707$                   114$              

Total AIC 357,338$       313,044$          44,294$        

Revenue in $(000)
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the detailed costs of serving each customer class for each rate zone.  Detailed results from 151 

the gas ECOSS are included AIC's Schedule E-6.    152 

Q. Please describe the procedures used to prepare the gas ECOSS. 153 

A. Through the application of a model developed by Management Applications 154 

Consulting specifically for AIC, it was possible to address each element of rate base, 155 

revenue and operating expense in detail, and to assign and allocate each element to a 156 

customer class or classes. 157 

Q. How is AIC's cost model presented? 158 

A. A separate cost of service model was populated with cost data for each rate zone. 159 

Each cost model is a multi-tab spreadsheet of cost information.  The model's vertical 160 

rows consist of the detailed costs for the rate zone or the allocated amount to each rate 161 

class.  The horizontal columns of the model can consist of either customer rate classes or 162 

cost functions depending on the sheet tab viewed.  The development of the cost of service 163 

study begins with rate base items and continues with revenues, expenses, taxes and the 164 

development of the labor allocator as provided by AIC witness Mr. Stafford.  The cost 165 

model continues by reflecting three separate reports: summary of costs to serve each 166 

customer class, revenue requirement by class and a list of allocation factors employed in 167 

the study.   168 

Q. What are the steps in preparing an embedded class cost of service study? 169 

A. An embedded class cost of service study involves three separate steps:  (1) 170 

functionalization, (2) classification and (3) allocation.  Functionalization relates to the 171 

assignment of rate base and expenses to cost functions, i.e., production, underground gas 172 
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storage, transmission or distribution.  In classification, rate base and expenses are 173 

classified into energy (or variable-related), demand or customer components.  The final 174 

step, allocation, involves assigning all rate base and expenses to the customer rate classes.   175 

Q.  How did you choose allocation factors for the gas ECOSSs?  176 

A. The process of selecting allocation factors involves several steps.  The first step in 177 

assigning or allocating costs to customer classes is to review the rate base, revenue, 178 

expense, and other tax items to determine if such item has a direct relationship to a 179 

specific customer class.  If so, then the related item/cost is directly assigned to that 180 

individual customer class.  The second step pertains to the items that cannot be directly 181 

assigned; as such, additional analyses must be performed to determine the intended use of 182 

the specific plant investment or expense.  This analysis leads to assignment of the costs 183 

based on the identified use of these items in the test year.  This step requires the 184 

development of external allocators, which serve as the basis of cost assignment.  An 185 

example of an allocator, the number of bills produced for each customer class in the test 186 

year, can be used to allocate customer-related costs.  The final step of cost assignment 187 

entails using internal allocators developed within the cost model itself.  This involves 188 

selecting combinations of cost elements previously developed in the cost model to assign 189 

remaining costs appropriately.  For example, Tax on Invested Capital is allocated to the 190 

customer classes based upon the relationship of plant in service previously assigned or 191 

allocated to the customer classes.  The combination of the three above steps results in 192 

assignment of the rate base, operating expenses and taxes to the various customer rate 193 

classes. 194 
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Q. Please describe generally the allocation of rate base items to customer classes.   195 

A. Rate base consists of Plant in Service, Accumulated Depreciation and various 196 

adjustments, including but not limited to Current Gas Stored Underground, Non-Current 197 

Cushion Gas and Deferred Income Taxes.  Plant in Service accounts are defined by the 3-198 

digit numbers as specified in the Uniform Systems of Accounts and are functionalized 199 

into Intangible, Production, Natural Gas Storage and Processing, Transmission, 200 

Distribution and General Plant.  Intangible and General Plant accounts are allocated to 201 

the other functional classes based upon an internally-developed labor allocator.  202 

Accumulated Depreciation is allocated based upon its relationship to the Plant in Service 203 

accounts.  Rate base adjustments were reviewed to determine the relationship to other 204 

functionalized accounts; i.e. Customer Deposits and Customer Advances.  205 

Q. Please describe how you allocated the various components of AIC's plant in 206 

service.   207 

A. AIC's gas Plant in Service was allocated in the following manner: 208 

• Intangible and General Plant:  These accounts were allocated based on 209 
the relationship of labor allocated to the customer rate classes;   210 

• Production Plant:  This account was assigned to sales customers only, 211 
using a Design Day allocation factor recognizing that the sizing of 212 
production plant is based on the need to provide peaking supplies on a 213 
peaking day;    214 

• Underground Storage Plant:  Underground storage facilities were 215 
segregated into the portion that supports the delivery function applicable 216 
to sales customers and to transportation customers.  The sales portion was 217 
then allocated to customer classes based on their respective Design Day 218 
demand and four-month winter season use; whereas, the transportation 219 
portion was allocated to customer classes based upon demands; 220 

• Transmission Plant:  Transmission plant was allocated to each customer 221 
class based on a combined Design Day and Average allocator;   222 
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• Distribution Plant:  Distribution-related plant accounts were first 223 
segregated into high pressure (>60#) and low pressure (<60#) based upon 224 
usage MDCQ demands.  After this was completed, the costs were 225 
assigned to the customer classes on the basis of the high pressure and low 226 
pressure distribution allocators.  Both of these allocators were externally 227 
developed and have been applied to the following distribution accounts:  228 
Land and Land Rights, Structures and Improvements, Compressor Station 229 
Equipment, Mains, and Measuring and Regulating Station Equipment.  230 
These two external allocators were developed using a combined Design 231 
Day and Average method by customer rate class – the ratio of two 232 
factors:  the average daily class demand (normalized annual sales for the 233 
class delivered through the distribution system divided by the 365 days in 234 
the test year) and the customer class' Design Day.  This combined 235 
allocator assigns costs to each customer class to recognize that a portion 236 
of the delivery systems are required throughout the year and that a much 237 
higher capability or throughput is required on a design day; and   238 

• Customer-related Plant:  Customer-related plant includes Services, 239 
Meters, House Regulators and Industrial Measuring and Regulating 240 
Station Equipment.  The allocator factors for these plant accounts are 241 
based upon external analyses relating to the actual installed facilities by 242 
customer rate class.  For example, meter types currently installed by 243 
customer rate class were extracted from our billing system.  The current 244 
cost associated with each meter type was used to derive the total current 245 
cost of meter investment for each respective rate class which was then 246 
used to allocate historical plant balances among the customer classes.  247 
See Ameren Exhibit 9.3 for a listing of externally developed allocators.     248 

Q. Regarding the transmission and distribution plant, what parameters do AIC 249 

use to design facilities for its customers? 250 

A. The engineering planning criteria used to evaluate service adequacy is a 251 

customer's Maximum Daily Quantity (MDQ), peak hourly demand and operating 252 

pressure.  When a new customer requests service (or an existing customer requests 253 

expansion of service), they are asked to provide estimated MDQ, peak hourly demand 254 

and operating pressure; not throughput.  The MDQ and peak hourly demand are the 255 

primary factors that drive the facilities required to serve customers.  Annual throughput; 256 

on the other hand, is a poor indicator of cost causation.  For instance, a large grain dryer, 257 
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as provided in the GDS-5 experimental evaluation, with seasonal load might not use two 258 

million therms in a year; however, the facilities that are installed must be sized in order to 259 

handle the demands during the month that peak usage does occur.  Likewise, an industrial 260 

customer has facilities installed to handle its peak hourly demand; not its annual usage 261 

level. This provides further support for the AIC goal to eliminate the two million therm 262 

pricing structure for Rate Zone II and to increase demand charges for Rate Zones I and II 263 

while decreasing delivery charges for both rate zones.    264 

Q. How was each account of reserves for depreciation allocated?  265 

A. Each account of the reserves was allocated based on the underlying allocated 266 

costs of its respective plant account. 267 

Q. What other elements of rate base were allocated? 268 

A. Other elements of rate base were allocated in the following ways:   269 

• Material and Supplies:  This rate base adjustment was allocated based on 270 
the relationship of transmission and distribution plant;     271 

• Gas in Storage:  This represents the current inventory in storage and was 272 
allocated based on the associated plant accounts;   273 

• Cash Working Capital:  This rate base adjustment was allocated based on 274 
the relationship of total plant; 275 

• Customer Deposits:  This account was allocated based on the Company's 276 
billing system records by tariffed rate class reflecting deposits held; 277 

• Customer Advances:  This account was allocated to customer classes on 278 
the basis of base rate revenue; and 279 

• Accumulated Deferred Income Taxes:  This rate base adjustment was 280 
allocated based on the relationship of total plant. 281 
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Q. Please describe the allocation of AIC's operating revenues.   282 

A. Operating revenues were developed by taking the forecasted test year billing units 283 

multiplied by the tariffed rates in effect for AIC’s three rate zones.  Special contract 284 

revenues were allocated to classes using the storage, transmission, and distribution plant 285 

allocations so that these revenues would offset the costs allocated to those contracting 286 

customers.    Late payment revenues (FERC Account 487) were assigned to the customer 287 

classes based upon billing system records for the class that generated such revenues.  288 

Rent and miscellaneous services were allocated to the customer classes based on number 289 

of customers per customer class.   290 

Q. Please describe the allocation of AIC's expense items. 291 

A. AIC's expense items were allocated as follows: 292 

• Production Expenses, Underground Storage Expenses, Transmission 293 
Expenses, and Distribution Expenses generally follow the Plant in 294 
Service accounts to which they relate;     295 

• Customer Accounts, Customer Service, Sales, and Administrative and 296 
General Expenses have been allocated using a variety of methods based 297 
on direct assignments, revenues, sales,  number of customers and number 298 
of bills;     299 

• Depreciation and Amortization Expenses are allocated based on their 300 
relationship to the Plant in Service account generating this expense; 301 

• Taxes Other than Income Taxes include payroll tax expense which has 302 
been allocated based on labor along with real estate, franchise, use and 303 
invested capital tax which have been allocated on plant; and   304 

• State and Federal Income Taxes and Interest Deductions were computed 305 
for each customer class based on the overall rate of return and allocated 306 
rate base.   307 
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Q. What modifications have AIC made regarding the allocation of any rate base 308 

and expense items between rate zones in this proceeding? 309 

A. AIC witness Stafford provides a detailed narrative on the various allocators of rate 310 

base and expense items by rate zone.  AIC's Minimum Filing Requirement Schedules' 311 

cost allocations prepared by AIC witness Stafford or under his supervision have been 312 

modified from AIC's last gas rate case proceeding for two primary reasons.  First, given 313 

the approval in AIC's last gas rate case, ICC Docket No. 11-0282, for a Single PGA, AIC 314 

believes that historical plant and accumulated depreciation balances, current working gas 315 

(FERC Account 164), and underground gas storage O&M expenses are not reflective of 316 

the underground gas storage operations and the subsequent benefits that AIC's customers 317 

are deriving from the Single PGA.  Additionally, in Docket No. 11-0282, calendar 2009 318 

actual rate zone data was used as the basis for assigning forecasted test year O&M 319 

expense between rate zones.  As I will discuss below, we are now applying generally 320 

accepted cost of service allocations to spread such total AIC costs between the three rate 321 

zones.   322 

Q. What was the relationship by rate zone of the underground gas storage 323 

expenses in the last rate case as compared to the relationship in the current case? 324 

A. In our previous rate case, Docket No. 11-0282, AIC allocated these expenses 325 

based on the rate zone relationship of the twelve month ending December 31, 2009 326 

expenses.  This relationship of underground gas storage expenses reflected percentages 327 

by rate zone of 21%, 24%, and 55% for Rate Zones I, II and III, respectively.  In the 328 

current case, the allocation by rate zone is based on how the ECOSS allocates 329 

Underground Gas Storage, which is the weighted average of four-month winter therm 330 
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sales and design day demands for system sales and demand levels for transportation 331 

customers.  The relationship of underground gas storage by rate zone has slightly shifted 332 

to approximately 20%, 29%, and 51% for Rate Zones I, II and III, respectively.    333 

Q. Why would a single year's O&M expense level not be an appropriate driver 334 

to allocate these expenses to the three rate zones?   335 

A. Numerous activities and/or events can change the level of O&M expense among 336 

rate zones.  For example, the relationship in 2009 of total gas distribution operation and 337 

maintenance expense was 27.2%, 23.4%, and 49.4%, for Rate Zones I, II, and III, 338 

respectively.   However, in 2004, the year that legacy company, AmerenIP, came under 339 

the Ameren umbrella, the relationship by rate zone was 31.2%, 31.7%, and 37.1%, for 340 

Rate Zones I, II and III, respectively.  Similarly, in reviewing the total Administrative and 341 

General Expenses (A&G), 2009 reflected rate zone cost relationships of 17.9%, 35.1%, 342 

and 47.0% for Rate Zones I, II and III, respectively.  However, the previous year of 2008 343 

reflected 24.5%, 24.9%, and 50.6% for Rate Zones I, II and III, respectively.  As such, 344 

AIC reviewed each FERC gas O&M and A&G account to determine an appropriate cost 345 

driver as AIC witness Stafford provides in his Ameren Exhibit 2.6.  For example, FERC 346 

Account 878 – Meter and House Regulator Expense is being allocated to rate zones based 347 

on the number of customers while FERC Account 926 – Employee Pensions and Benefits 348 

is being allocated to rate zones based on the relationship to other O&M expense. 349 

Q. Please summarize the results of the gas ECOSSs at present class revenues 350 

levels.   351 

A. Ameren Exhibit 9.1 presents the results of present revenues by customer class.  In 352 

summary, this Exhibit reflects that detailed rate base items, operating revenues and 353 
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detailed expenses by customer rate class, along with the present rates of return of each 354 

class.  This Exhibit also reflects the rates of return for each class under proposed revenues 355 

as reflected on Schedule E-5.     356 

III. RATE DESIGN 357 

Q. Has AIC prepared unbundled cost of service studies? 358 

A. Yes.  Ameren Exhibit 9.2 presents a summary of the unbundled costs to serve the 359 

customer rate classifications.  The results of these studies provide unbundled revenue 360 

requirements by cost function and are the starting point for rate design. 361 

Q. First, what are unbundled costs? 362 

A. The ECOSS models have the ability to provide costs by major type of component; 363 

i.e., capacity, commodity and customer components.  Further detail is also provided 364 

under these major types of components.  For example, the major customer component has 365 

cost information for Services, Meters and Meter Reading.   366 

Q. What basic rate structure do you propose for delivery service pricing? 367 

A. AIC’s existing delivery service availability criteria remains consistent with the 368 

last rate proceeding and AIC is proposing to maintain this same rate structure.  The 369 

pricing structure within GDS-1, GDS-2, GDS-3, and GDS-5 is also consistent among the 370 

three rate zones, and I propose no change to this arrangement.  GDS-4, however, is 371 

different by rate zone and I recommend pricing that moves toward rate uniformity.   372 
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Q. Please explain how the specific GDS-4 pricing structure differs in the rate 373 

zones. 374 

A. The pricing structure for GDS-4 differs for Rate Zone II as compared to Rate 375 

Zones I and III.  Specifically, Rate Zone II has an additional tier of Demand Charges for 376 

Rider T customers, which the Company has a goal to eliminate for purposes of 377 

uniformity.  This additional tier is based on customers using over two million therms 378 

annually.  However, usage is not the correct driver of Demand Charges, as I explained 379 

earlier in my testimony.  However, elimination of this additional tier of Demand Charges 380 

for Rider T customers into a single set of Demand Charges will need to be transitioned 381 

over time to ensure bill impacts on effected customers are held to a minimum.   382 

Additionally, Rate Zones I and II currently have a Delivery Charge for Rider T 383 

Customers, unlike Rate Zone III. This is due to legacy rate design and historically-384 

installed facilities.  Specifically, Rate Zone I previously did not have demand meters 385 

installed, thus all pricing was on a per-therm basis.  However, demand is a better pricing 386 

mechanism for large industrial load.  As such, AIC has  installed meters with demand 387 

tracking capabilities and it is AIC's goal to eventually eliminate the Rider T Delivery 388 

Charges from Rate Zones I and II and increase the Demand Charges for these two rate 389 

zones.  Again, bill impacts must be considered while aligning the pricing toward rate 390 

uniformity.   391 

Q. What were some of AIC's goals and objectives in the development and design 392 

of gas delivery services rates? 393 

A. The principal rate design objectives AIC utilizes in developing pricing is to 394 

develop prices that provide the Company a reasonable opportunity to recover its 395 
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authorized revenue requirement, and to design customer class rates that are cost-based 396 

and eliminate inter- and intra-class subsidies.  AIC also recognizes, however, that it needs 397 

to be mindful of bill impacts in seeking to achieve this goal.  Further, AIC must balance 398 

rate continuity and stability with movement towards rate uniformity across the rate zones, 399 

in particular, with respect to the proposed changes to GDS-3 Customer Charges and 400 

GDS-4 Delivery and Demand Charges.   401 

 Additionally, AIC is continuing with the directive made by the Commission in 402 

ICC Docket Nos. 09-0306 et al. (cons.) and incorporated changes into its cost allocation 403 

and rate design development where appropriate.  Additionally, AIC was directed by the 404 

Commission in ICC Docket No. 11-0282 to evaluate the GDS-5 experiment; as such, 405 

results of this study are being provided.   406 

Q. Please explain the proposed GDS-3 Customer Charges. 407 

A. Following the Commission's past practice of establishing cost-based rates, AIC 408 

reviewed the cost components of the ECOSSs and determined that Customer Charges for 409 

Rate Zones I and II were significantly below cost.  As such, AIC is proposing higher 410 

Customer Charges in order to better align with the underlying customer costs for these 411 

two rate zones.  I will provide further discussion of this proposal below.   412 

Q. Please identify how AIC is responding to the Commission order in Docket 413 

No. 09-0306 regarding "continued movement toward cost-based rates and the 414 

elimination of inter- and intra-class subsidies".  415 

A. AIC is proposing the same revenue allocation and rate design as was proposed in 416 

the Company's prior gas rate proceeding, Docket No. 11-0282.  This allocation and 417 

design attempts to balance cost-based class rates uniformly within rate zones by 418 
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mitigating excessive customer bill impacts.  The AIC revenue allocation constrains 419 

movement to full class cost of service for any one class.  The percentage revenue increase 420 

for any one class is limited to 1.5 times the overall percentage revenue increase for AIC 421 

gas.    The application of constraints allows for movement toward cost based rates overall 422 

and by rate zone.   423 

Q. Has AIC proposed uniform delivery services prices across rate zones by 424 

customer class? 425 

A. AIC is proposing some uniform pricing in this proceeding and this proposal is 426 

further discussed by AIC witness, Mr. Leonard M. Jones.  The Company views this 427 

proposal as reflecting appropriate movement toward price uniformity and consistent with 428 

price movement reflected in its recent gas rates cases.  For example, in Docket No. 11-429 

0282, the Commission approved movement of the GDS-4's Customer Charges toward 430 

uniformity by Rate Zone. AIC is proposing continuation of the same in this proceeding, 431 

and expanding the process to the GDS-3 Customer Charges.  Likewise, the proposed 432 

GDS-4 Delivery and Demand Charges also step toward price uniformity.  Additionally, 433 

AIC is proposing uniform Customer and Per Unit Therm Charge rates for GDS-1 for Rate 434 

Zones I and III.   AIC is also proposing uniform Customer and Per Unit Therm Charge 435 

rates for GDS-2 for Rate Zones I and II.  Finally, AIC is proposing uniform a Customer 436 

Charge for GDS-3 for Rate Zones I and II.   437 
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A. Revenue Allocation and Mitigation 438 

Q. How does AIC propose to recover the gas revenue requirement from each 439 

customer class? 440 

A. AIC is proposing to move toward the cost-based directive of the Commission by 441 

recovering each customer class' revenue requirement assuming an equaled rate of return 442 

as determined by the gas ECOSSs.     443 

Q. How did you establish class revenue targets? 444 

A. The revenue allocation approach constrains movement to full class cost of service 445 

for any one class 1.50 times the overall average rate increase.  The application of revenue 446 

constraints will allow AIC to move toward price uniformity of the three rate zones 447 

gradually, while limiting impacts of customers' bills.  Ameren Exhibit 9.6 reflects the 448 

increases by customer class for each rate zone using the revenue constraints discussed 449 

above.  In cases where class pricing is proposed to be uniform among rate zones (i.e., 450 

GDS-1 Rate Zones I and III, and GDS-2 Rate Zones I and II), the constrained revenue 451 

target for the individual rate zones for the respective class are added together to arrive at 452 

the final revenue target. 453 

Q. Did Rider TBS require AIC to modify its rate design development in this 454 

proceeding? 455 

A. Yes, AIC removed the amounts associated with Rider TBS and the Unsubscribed 456 

Bank Capacity Charge (described in Rider S and recovered through a cost adder to the 457 

PGA) in both its present and proposed revenues before beginning its revenue allocation 458 

constraint determinations.  Similarly, the total revenue requirement associated with Rider 459 

TBS was removed from the embedded cost of service cost results.  The costs were 460 
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removed from each class based on the proportion of class Rider S therms to total AIC 461 

Rider S therms given that system sales absorb the Rider TBS costs that are unsubscribed7 462 

through the Unsubscribed Bank Capacity Charge provision contained in Rider S.  The 463 

amount of unsubscribed bank is recovered from Rider S customers on a per therm basis.  464 

Q. How did AIC handle Rider TBS in determining rates established in ICC 465 

Docket No. 11-0282? 466 

A. AIC lowered the transportation rates by the full amount of the Rider TBS revenue 467 

requirement (which is based on a calculation of underground gas storage costs) of 468 

approximately $6.5 million.   This amount was allocated then to the GDS rate classes 469 

based on the transportation related MDCQs used to allocate underground gas storage 470 

costs by rate class.  Rider T transportation prices within GDS-2, GDS-3, GDS-4, and 471 

GDS-5 were all lowered beginning with service starting on or after May 1, 2012, 472 

coincident with the start of  Rider TBS service.  In hindsight, the cost of service and price 473 

development of GDS pricing for Rider T customers never included the cost of Rider TBS 474 

for pricing effective January 20, 2012 (the effective date of compliance rates in Docket 475 

No. 11-0282).  As such, the revenue offsets would have more appropriately been 476 

reflected in GDS prices to Rider S customers.     477 

                                                 
7 To the extent Rider T customers subscribe to less than the Rider TBS Banking Service Limit, all 
remaining revenue requirement allocated to Rider TBS service is recovered from Rider S – System Gas 
Service customers through an Unsubscribed Bank Capacity Charge provision, the costs of which are added 
to the PGA.     
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Q. What were the amounts of Rider TBS, subscribed and unsubscribed, in 478 

present revenues? 479 

A. As shown in Schedule E-5's present revenues, AIC forecasts a total of $2.7 480 

million of subscribed Rider TBS revenues, based on customer bank elections.  The 481 

unsubscribed revenues total $3.8 million which, as I previously stated, should be credited 482 

through Rider S to system customers and not to the transportation customers' rates in the 483 

GDS tariffs. AIC's revised methodology regarding Rider TBS in our rate design has 484 

caused a shift in AIC base rate revenue recovery from the transportation customers, 485 

primarily customers in GDS-4 (where most customers transport gas versus taking system 486 

gas from AIC) to customers taking Company provided supply service under Rider S.    487 

Q. Has AIC revised its Rider TBS rate in this proceeding?   488 

A. Yes. The Rider TBS rate is increasing from a Capacity Charge of $0.00992 per 489 

Therm of Bank Limit to $.01775 per Therm of Bank Limit.  This increase is driven 490 

primarily by greater costs for storage-related assets, including a reclassification of current 491 

working gas (recorded in FERC Account 164) which is solely attributable to the 492 

underground gas storage function.  The Rider TBS revenue requirement calculation 493 

performed in Docket No. 11-0282 did not include costs for FERC Account 164.   494 

B. Rate Design 495 

Q. How did you approach the price design of individual rates? 496 

A. Once the constrained revenue targets by rate zone and GDS class were 497 

established, I adjusted tariff prices in order to achieve total proposed revenue that aligned 498 

to the constrained revenue targets.  My rate design calculations are provided in Ameren 499 

Exhibit 9.7. 500 
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Q. Please briefly describe your proposed price changes to GDS-1 rates and 501 

charges. 502 

A. AIC witness Leonard Jones addresses the GDS-1 (and GDS-2) Customer Charge, 503 

which has been set to recover 85% of the class revenue requirement.  The Distribution 504 

Delivery Charge recovers the remaining allocated revenue requirement presented in 505 

Ameren Exhibit 9.6.  Ameren Exhibit 9.10 provides the comparison of present and 506 

proposed prices.  Additionally, as reflected on Ameren Exhibit 9.11, residential bill 507 

impacts are provided by rate zone at various usage levels.  The average residential 508 

customer using approximately 785 therms per year are proposed to receive total bill 509 

increases ranging from 4.2%, or $2.83/month, for Rate Zone I to 6.9%, or $4.31/month, 510 

for Rate Zone II.   511 

Q. Is AIC proposing price uniformity for GDS-1 rates? 512 

A. AIC is proposing price uniformity for Rate Zones I and III's Customer and 513 

Delivery Charges given the nearly identical cost structures of these two rate zones.  514 

Specifically, current Customer Charges for Rate Zones I and III are $21.58 and $21.22, 515 

respectively, while Delivery Charges for Rate Zones I and III are $0.08640 and $0.08657 516 

per therm.  If AIC was to price these rate zones separately (instead of jointly as 517 

proposed), the Customer Charge differential would still be less than a dollar.  As such, 518 

AIC is proposing uniform rates.  In developing the Customer and Delivery Charges for 519 

Rate Zones I and III, Customer or Delivery Charge revenue targets were added together 520 

and then divided by their number of bills or annual therm sales, as applicable.  Mr. Jones 521 

also discusses movement toward GDS-1 price uniformity.   522 
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Q. Please briefly describe your proposed prices to GDS-2 rates and charges. 523 

A. AIC is also proposing rate uniformity for GDS-2 for Rate Zones I and II, which is 524 

also discussed by Mr. Jones.  Present rates for GDS-2 Rate Zones I and II are similar.  525 

The Rider S Customer Charge for the less than or equal to 600 therms per year customers 526 

for Rate Zone I is $35.74, while Rate Zone II is $34.83.  Similarly, the Rider T Delivery 527 

Charge for Rate Zone I is $0.02907 while Rate Zone II is $0.03269.  Given the close cost 528 

structure, AIC proposes rate uniformity for these two rate zones.  In developing the 529 

Customer and Delivery Charges for Rate Zones I and II, Customer or Delivery Charge 530 

revenue targets were added together and then divided by their number of bills or annual 531 

therm sales, as applicable. 532 

Q. Please elaborate more on the proposed pricing change for GDS-3. 533 

A. AIC is proposing to establish uniform Customer Charges for Rate Zones I and II 534 

for GDS-3 along with moving this charge closer toward recovering the customer cost 535 

components of the ECOSS.  Specifically, Rate Zone I shows customer components costs 536 

per the ECOSS results to be $1.0 million, whereas Customer Charge present revenues 537 

reflect only half the customer components costs, or $0.5 million, based on a Customer 538 

Charge of $120.01.  Likewise, Rate Zone II also reflects $2.0 million of customer 539 

component costs per the ECOSS results as compared to Customer Charge present 540 

revenues of $0.6 million based on a Customer Charge of $116.76.   541 

AIC is proposing to increase Rate Zone I and Rate Zone II's Customer Charge to 542 

$190.00, which still is under the customer component costs derived in the gas ECOSS as 543 

shown in Ameren Exhibit 9.7.  AIC proposed Customer Charges has been tempered to 544 

mitigate bill impacts.  545 
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Q. What were the bill impacts given the increased Customer Charges for Rate 546 

Zones I and II? 547 

A. Although AIC did increase the Customer Charges for these two rate zones to 548 

$190.00, the revenue increase serves to decreases the proposed Riders S and T Delivery 549 

Charges.  AIC evaluated the impact on Rate Zone I and II's customers served under GDS-550 

3.  For Rate Zone I, the average Delivery Service increase was 24% while on a total bill 551 

basis (Delivery Service plus PGA for both Rider S and as a substitute for Rider T gas 552 

costs); the average increase was 7%.  For Rate Zone II, the average Delivery Service 553 

increase was 35% while on a Total Bill basis, the average increase was 7%. 554 

Q. What are the proposed price changes to GDS-4 rates and charges? 555 

A. AIC is proposing the following changes to GDS-4 rates and charges: 556 

• Customer Charges:  The Customer Charges for all three rate zones for the 557 
customers with MDCQ of less than over equal to 10,000 Therms is being 558 
proposed at $600; however, the over 10,000 MDCQ Customer Charges 559 
for Rate Zone I is proposed to be $700 and Rate Zones II and III is 560 
proposed to be $1,200.  These Customer Charges better align to the 561 
ECOSS Customer Cost as reflected in Ameren Exhibit 9.7. 562 

• Delivery Charges:  The Rider S Delivery Charge for all rate zones is 563 
proposed at the same level, $0.02 per therm, while the Rider T Delivery 564 
Charge for Rate Zones I and II are being reduced by about 50% with the 565 
goal of eventual elimination in future gas rate proceeding(s).  Rate Zone 566 
III does not presently have a Rider T Delivery Charge, and none is 567 
proposed. 568 

• Demand Charges:  Demand Charges were increased for all rate zones.  569 
Rate Zone III's Demand Charges were  increased by the percentage 570 
increase of the Delivery and Demand revenue target as compared to the 571 
Present Delivery and Demand Revenues; however, Rate Zones I and II 572 
were increased at a higher rate given the decrease to the Delivery Charges 573 
coupled with the higher percentage increases of the total revenue target.   574 
Specifically, Rider S Demand Charges for the less than or equal to 60 575 
psig customers were doubled for both Rate Zones I and II with the over 576 
60 psig price at $0.50 lower per MDCQ Therm than the less than or equal 577 
to 60 psig prices proposed.  For Rate Zone I, the Rider T less than or 578 



Ameren Exhibit 9.0 
Page 27 of 37 

equal to 60 psig was priced at the Rider S over 60 psig price with the over 579 
60 psig price reduced by $0.31 per MDCQ Therm.  For Rate Zone II, the 580 
two million therms or less Rider T Demand Charge, for pressure less than 581 
or equal to 60 psig, was doubled with the over 60 psig reduced by $0.40 582 
per MDCQ Therm from the less than or equal to 60 psig price proposed.  583 
Rate Zone II's over two million therms Rider T Demand Charges, both 584 
less than or equal to 60 psig and over 60 psig, were increased at a higher 585 
rate than the less than or equal to two million therms given AIC's goal to 586 
eliminate this separation billing provision, as discussed below in more 587 
detail.  The MDCQ Overrun Charges were priced at twice of the related 588 
Demand Charge which matches AIC's historical pricing for this provision 589 
to ensure customers properly set their MDCQ level for the Demand 590 
Charges assessed. 591 

Q. What were the impacts to Rate Zones I and II given the decrease to the Per 592 

Unit per Therm Delivery Charges and the increase to the Demand Charges? 593 

A. AIC evaluated the impacts of the proposed price changes for Rate Zone I and II 594 

customers given movement away from Delivery Charges toward Demand Charges.  This 595 

evaluation was performed in two manners:  1) proposed prices as compared to the present 596 

prices in effect from January 20, 2012 (effective date of compliance tariffs in Docket No. 597 

11-0282) through April 30, 2012 and 2) proposed prices as compared to the present 598 

prices after May 1, 2012 (the effective date of prices following implementation of Rider 599 

TBS provisions).  As discussed above, AIC's development of prices after Rider TBS 600 

created much lower Demand Charges, as shown below.   601 
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 602 

For Rate Zone I, the comparison of proposed rates to currently effective rates after May 603 

1, 2012 shows the average Delivery Service increase was 31% while on a Total Bill basis 604 

(Delivery Service plus PGA for both Rider S and as a substitute for Rider T gas costs), 605 

the average increase was 4%.  For Rate Zone II, the average Delivery Service increase 606 

was 36% while on a Total Bill basis, the average increase was 5%.  However, the 607 

comparison of proposed rates to rates in effective prior to Rider TBS's effective date of 608 

May 1, 2012, shows that Rate Zone I's average Delivery Service decreases 16% while on 609 

a Total Bill basis (Delivery Service plus PGA for both Rider S and as a substitute for 610 

Rider T gas costs), the average decrease is 2%.  For Rate Zone II, the average Delivery 611 

Service increase was 16% while on a Total Bill basis, the average increase was 3%.   612 

through 
April 30, 

2012
after May 1, 

2012
Rate Zone I
less than or equal to 60 psig 0.46736$      0.10595$          
greater than 60 psig 0.37145$      0.01004$          

Rate Zone II
2,000,000 therms or less
less than or equal to 60 psig 0.51389$      0.39102$          
greater than 60 psig 0.24502$      0.13026$          
over 2,00,000 therms
less than or equal to 60 psig 0.24403$      0.12930$          
greater than 60 psig 0.21562$      0.10175$          

Rate Zone III
less than or equal to 60 psig 0.56636$      0.49434$          
greater than 60 psig 0.23006$      0.15804$          

Rider T Demand Charges
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Q. What are AIC's observations regarding Rate Zone II's Rider T Demand 613 

Charges for two million therms or less and over two million therms? 614 

 A. Of the 64 total GDS-4 Rider T customers analyzed, there are eleven customers 615 

with usage over two million therms for the twelve months ending September 30, 2012.  616 

Three of these customers have usage slightly over two million therms; however, the 617 

remaining eight customers have varying annual usage ranging from five million to 42 618 

million therms.  Monthly MDCQs for these eleven customers range from 9,040 MDCQ 619 

to 453,660 MDCQ during the twelve month period ending September 30, 2012. This aids 620 

in demonstrating that the separate Demand Charge provision for customers using over 621 

two million therms has no foundation for a group of customers with such diverse usage.  622 

Further, and more importantly, total usage is not a driver of costs and thus resulting 623 

charges should not be based on usage but rather facilities installed to meeting customers' 624 

peak demands.  Customer demand provides a superior price signal versus customer 625 

delivery volumes for such GDS-4 customers, as demand matches the criteria used to plan 626 

and design facilities serving customers. As such, AIC proposes to gradually eliminate the 627 

over two million therm Demand Charge, transitioned over time to avoid undue customer 628 

bill impacts.  As such, these Demand Charges are being increased as I explained above.  629 

Q. Please elaborate on the proposed pricing change for GDS-5. 630 

A. AIC is not proposing any rate structure changes for GDS-5, although AIC is 631 

proposing to eliminate the experimental Customer Charge by rate zone as ordered by the 632 

Commission in Docket No. 11-0282.  This is based on AIC's evaluation of this 633 

experiment as discussed and presented in Ameren Exhibit 9.12.  The Customer Charges 634 
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instead should reflect the higher cost of the facilities installed to meet GDS-5 customers' 635 

peak expected demands as discussed below. 636 

Q. What was AIC's approach in developing the Customer and Delivery Charges 637 

for GDS-5? 638 

A. As with GDS-3, AIC first looked at the level of customer cost components 639 

derived from the ECOSS results and compared each rate zones' present revenues.  For 640 

Rate Zone I, the ECOSS' customer cost shows $0.3 million versus present revenues of 641 

less than $0.2 million.  Similarly, Rate Zone II had customer costs per the ECOSS of $0.7 642 

million and present revenues of less than $0.3 million.  Rate Zone III is similar to Rate 643 

Zone I in that present revenues are about $0.1 million less than ECOSS customer costs.  644 

As such, AIC slightly moved up the MDCQ under 3,250 therms Customer Charge for 645 

Rate Zones I and III ($2 to $16 more than the present Customer Charges) but increased 646 

Rate Zone II's Customer Charge by $100 per month.  For Rate Zones I and II, the 647 

Customer Charge for the MDCQ equal to or over 3,250 therms are presently less than 648 

$10 apart; as such, AIC is proposing the Customer Charges for these rate zones at $600 649 

and increased Rate Zone III's Customer Charge by approximately $100 per month.  Once 650 

proposed Customer Charges revenues were developed, they were deducted from each rate 651 

zones' revenue target to derive the residual Delivery Charge target revenue and then 652 

derived a percentage increase to present Delivery Charge revenue.  These percentage 653 

increases were than used to increase the present Riders S and T Delivery Charges.  The 654 

GDS-5 Demand Charges are set equal to the comparable Demand Charge for GDS-4 655 

service.  This is because most GDS-5 customers would otherwise be served on GDS-4, 656 
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and the Demand Charge is only applicable if the GDS-5 customer uses gas on a day when 657 

the average temperature is 25 degrees or below.   658 

Q. How did you verify that the proposed rates generate the delivery service 659 

requirements you established? 660 

A. Once rates and prices were established by customer class, they were multiplied by 661 

the respective billing determinants; i.e., number of bills, therms, and demands to derive 662 

proposed revenues by customer class that were then compared back to the customer class 663 

revenue constraint reflected in Ameren Exhibit 9.6.  I discuss these billing determinants 664 

in further detail below. 665 

Q. What are the calculated rates of return produced for each customer class 666 

using your proposed rates? 667 

A. The proposed rates of return calculated by GDS rate class are provided on 668 

Ameren Exhibit 9.1. 669 

IV. GDS-5 EVALUATION 670 

Q. What did AIC's evaluation of the GDS-5 experiment as directed by the 671 

Commission in ICC Docket No. 11-0282 determine?   672 

A. Ameren Exhibit 9.12 provides AIC's review of the GDS-5 experiment.   673 

Q. What are the conclusions to be drawn from the experiment?  674 

A. AIC's conclusions are that:  1) GDS-5 customers can improve system reliability 675 

given that customers typically curtail usage when the temperature is 25 degrees or less; 676 

and 2) the experimental provision relating to the Customer Charges does not properly 677 
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align costs incurred to serve the customers with prices, and 3) expanding the rate 678 

provision beyond the experimental group could result in further revenue erosion.  The 679 

grain drying season typically occurs in the months of September through December with 680 

highest usage usually occurring in October and November.   AIC's system is designed to 681 

serve its peak expected demand, which typically occurs in the cold temperature months of 682 

December, January and February; as such, December typically is the only overlapping 683 

month.  The experimental provision does cause a mismatch between costs and resulting 684 

revenue collection of Customer Charge prices assessed under GDS-3 compared to those 685 

that would apply under GDS-5. 686 

V. BILLING UNITS 687 

Q. Please provide an overview of the gas billing units filed under the Part 285 688 

filing requirements. 689 

A. The gas billing units comprise the forecasted billed usage of AIC's customers as 690 

presented by rate class.  The forecasted billing units assume normal weather.  The 691 

development of the forecasted billing units also include reductions in usage due to 692 

projections relating to energy efficiency programs, reclassification of expired special 693 

contracts to appropriate tariff rates and customer load reductions due to operational 694 

changes.  These billing units were used to develop AIC's Schedules E-4 and E-5, which 695 

provide the present and proposed revenues.  These billing units are also used in the 696 

development of rate design to establish the Customer, Delivery and Demand Charges.   697 
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VI. TARIFF CHANGES 698 

Q. Please define the processes by which AIC's gas tariffs were reviewed and 699 

proposed to be modified for this proceeding. 700 

A. GDS-1 through GDS-5 gas tariffs were reviewed to ensure the provisions thereof 701 

were updated to reflect any operational changes.  This review disclosed that AIC would 702 

not be proposing any updates to tariffs other than price updates and a few housekeeping 703 

changes (i.e., removal of dates for tariff provisions that are no longer applicable).   704 

Q. Please explain the proposed changes to the tariffs for GDS-1. 705 

A. The only proposed change to the GDS-1 tariff reflects the updated rates as a result 706 

of the proposed increase in the revenue requirement.  Ameren Exhibit 9.7 reflects the 707 

development of the proposed customer class charges and rates for all customer classes.    708 

Q. How were the proposed changes to the tariffs for GDS-2 determined? 709 

A. The only proposed change to the GDS-2 tariff reflects the updated rates as a result 710 

of the proposed increase in the revenue requirement.    711 

Q. Please explain the proposed changes to the tariffs for GDS-3. 712 

A. As stated earlier, AIC is not proposing any structural tariff changes to the GDS-3 713 

tariff other than to adjust prices.  Ameren Exhibit 9.7 reflected the Customer Charges and 714 

Delivery Charges for Rider S and Rider T by rate zone and were developed as previously 715 

discussed. 716 

Q. Please provide explanation of the proposed changes to the tariffs for GDS-4. 717 

A. As stated above, AIC is proposing only price changes to GDS-4 at this time.   It is 718 

AIC's goal to make structural changes to GDS-4 in a future proceeding when the Rider T 719 



Ameren Exhibit 9.0 
Page 34 of 37 

Delivery Charges can be eliminated for Rate Zones I and II along with the elimination of 720 

the Rate Zone II Rider T Demand Charges for the customers with over two million 721 

therms.  As such, structural changes will occur when price uniformity is achieved.     722 

Q. Please explain the proposed changes to the tariffs for GDS-5. 723 

A. AIC is not proposing any tariff charge changes to the GDS-5 tariff other than to 724 

adjust prices to reflect current costs.    725 

VII. UNCOLLECTIBLE FACTORS 726 

Q. Rider GUA – Gas Uncollectible Adjustment provides for a true-up of 727 

uncollectible expense "included in rates" and actual uncollectible expense recorded 728 

in the Company's books.  Have the average uncollectible base rate components 729 

"included in rates" been updated under proposed rate levels?  730 

A. Yes.  The proposed uncollectibles base rate values considered to be "included in 731 

rates" are as follows: 732 

 733 

These values are shown in each GDS rate for informational purposes, considered a subset 734 

of the Customer Charge, and used by the AIC to track the amount of uncollectible 735 

expense "included in rates" for administration of Rider GUA – Gas Uncollectible Rider 736 

(Rider GUA). 737 

Delivery Rate
Rate Zone I Rate Zone II Rate Zone III

  GDS-1 0.48$        0.34$        0.57$         
  GDS-2 0.17$        0.30$        0.64$         
  GDS-3 0.82$        0.20$        0.77$         
  GDS-4 -$         6.51$        0.03$         
  GDS-5 -$         4.33$        -$           
  GDS-7 -$         -$          -$           

Customer/Month
Average Amount per
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Q. Have you updated the Uncollectible Factors within Rider S – System Gas 738 

Service that are applied to Rider PGA – Purchased Gas Adjustment gas costs?  739 

A. Yes.  The present Uncollectible Factors are differentiated by rate zone, and further 740 

differentiated by rate class within each rate zone.  AIC proposes to combine the Rider S – 741 

System Gas Service (Rider S) Uncollectibles Factors such that they are no longer 742 

differentiated by rate zone.  The factors will still be differentiated by GDS rate class.  The 743 

proposed Uncollectibles Factors are as follows:  744 

PGA Uncollectible Factor 
RATE  All Rate Zones 

 
0.02649 
0.00394 
0.00084 
0.00000 
0.00000 

 
GDS-1 - Residential Gas Delivery Service  
GDS-2 - Small General Gas Delivery Service  
GDS-3 - Intermediate General Gas Delivery Service  
GDS-4 - Large Gas Delivery Service  
GDS-5 - Seasonal Gas Delivery Service  

Q. Why do you propose to combine the Uncollectibles Factors rather than 745 

showing individually by rate zone?  746 

A. In Docket No. 11-0282, the Commission approved a process to move to a Single 747 

PGA value for AIC.  Within the coming months, the base PGA value (the value without 748 

the Uncollectibles Factor adder) will be uniform.  The only remaining difference in the 749 

PGA among the rate zones will be due to application of the Uncollectibles Factor.  To 750 

finally achieve a uniform PGA, a goal the Commission appears to have an interest in 751 

achieving, a uniform Uncollectibles Factor is also required. 752 
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Q. Will customers be unduly impacted by movement to a uniform Uncollectibles 753 

Factor?  754 

A. No.  If separate Uncollectible Factors for each rate zone were continued, the 755 

values would be as follows:  756 

 PGA Uncollectible Factor 
 

RATE  Rate Zone I  Rate Zone II  Rate Zone III  
GDS-1 - Residential Gas Delivery Service  0.02748 0.02924 0.02448 
GDS-2 - Small General Gas Delivery Service  0.00274 0.00492 0.00401 
GDS-3 - Intermediate General Gas Delivery 
Service  0.00122 0.00026 0.00101 
GDS-4 - Large Gas Delivery Service  0.00000 0.00000 0.00000 
GDS-5 - Seasonal Gas Delivery Service  0.00000 0.00000 0.00000 

Moving to the average Uncollectibles Factor would decrease the Rate Zone II 757 

price by about $0.002745 per therm (assuming $0.5802 cents/therm PGA), or negative 758 

0.45%.  This amounts to $2.15 per year on a total cost of gas that exceeds $475, or $0.18 759 

per month, for a typical residential customer using 785 therms/year.  For Rate Zone I, 760 

using the AIC average would also produce a decrease, but only 0.16% or $0.000989 per 761 

therm.  This amounts to $0.78 per year, or $0.06 per month.  For Rate Zone III, using the 762 

AIC average would produce a slight increase, but only 0.33% or $0.002014 per therm.  763 

This amounts to $1.58 per year for the typical residential customer using 785 therms/year, 764 

or $0.13 per month.  Again, these impacts are based on total annual costs of gas that 765 

exceed $475.  Impacts for GDS 2 and GDS-3 are similarly benign. 766 

Q. Do the Uncollectibles Factors exhibit a pattern of being lower or greater in 767 

one rate zone compared to another? 768 

A.  Not that I can discern.  The Uncollectibles Factors approved in Docket No. 11-769 

0282 (and currently in effect) are shown below.  The present GDS-1 value is greatest for 770 
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Rate Zone III, but under updated information (shown above), the Rate Zone III value is 771 

the lowest of the three zones.  It appears that now is a good time to complete the process 772 

of moving to a uniform gas charge among Rate Zones.   773 

 PGA Uncollectible Factor 
 

RATE  Rate Zone I  Rate Zone II  Rate Zone III  
 
GDS-1 - Residential Gas Delivery Service  

 
0.01713 

 
0.02079  

 
0.02281 

GDS-2 - Small General Gas Delivery Service  0.00195 0.00300  0.00224 
GDS-3 - Intermediate General Gas Delivery 
Service  

0.00063 0.00099  0.00093 

GDS-4 - Large Gas Delivery Service  0.00141 0.00000 0.00000 
GDS-5 - Seasonal Gas Delivery Service  0.00000 0.00000 0.00000 

 

VIII. CONCLUSION 774 

Q. Does this conclude your direct testimony? 775 

A. Yes, it does.776 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 
KAREN R. ALTHOFF 

My educational background consists of a Bachelor of Science Degree in 

Accounting from Millikin University along with a Master of Business Administration 

degree.  I am a Certified Public Accountant and a member of the American Institute of 

Certified Public Accountants ("CPA") and the Illinois CPA Society.  I began employment 

with Illinois Power Company upon graduation from Millikin University.  I then became 

an employee of Ameren Corporation upon the acquisition of Illinois Power Company by 

Ameren in September 2004.  Beginning in 2009, I became an employee of 

AmerenCILCO.  I then became an employee of AIC on October 1, 2010 upon the merger 

of the three AIC legacy companies. 

While employed by Illinois Power Company, my initial position was in the 

Internal Auditing Department where I performed customer service, power plants and 

corporate function audits.  I then held several positions in the Accounting Department 

including Accountant, Staff Accountant, Business Leader and Supervisor – Financial 

Reporting.  My duties in the Accounting Department encompassed general accounting 

activities, reporting to various regulatory bodies and internal management reporting, and 

accounting for both electric fuel and gas purchases.  I also worked in the company's 

Finance Department where I was responsible for capital expenditure forecasting.  While 

in Finance, my work experience also included responsibilities for Investor Relations 

where I would respond to various inquiries of shareholders and financial analysts along 

with developing financial community presentations. 
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I then transferred to Illinois Power Company's Rate Department where I have held 

the positions of Senior Regulatory Specialist, Pricing and Costing Manager and Lead 

Rate Specialist.  My duties and responsibilities relating to the gas and electric rates of 

Illinois Power have included developing rate analyses, rate design and cost of service 

studies, development and interpretation of gas and electric tariffs including standard 

terms and conditions; rules, regulations and conditions, testifying in regulatory 

proceedings; monitoring the Company's rate of return performance; and other rate or 

regulatory projects as assigned.  Upon the acquisition of Illinois Power Company by 

Ameren, I continued these responsibilities and also acquired additional responsibilities 

relating to regulatory filings and support of Ameren's Missouri operating company.  In 

January 2008, I assumed duties solely related to AIC regulatory responsibilities. 

I have submitted testimony concerning class cost of service before the Illinois 

Commerce Commission in Docket No. 98-0680 regarding an investigation concerning 

certain tariff provisions under Section 16-108 of the Public Utilities Act and related 

issues, Docket Nos. 99-0129 and 99-0134 (Consolidated) regarding approval of the 

Company's Delivery Services Implementation Plan and Tariffs, Docket No. 01-0432 

regarding electric Delivery Service Tariffs, Docket No. 04-0476 regarding embedded 

class cost of service study for the gas business, Docket No. 09-0306 – 09-0308 

(Consolidated) regarding embedded class cost of service study for the electric business, 

and Docket No. 11-0282 regarding embedded class cost of service study and rate design 

for the gas business.  I have also presented testimony to the Federal Energy Regulatory 

Commission regarding AIC's wholesale distribution service.  In addition, I have 

presented testimonies on various electric and gas miscellaneous type charges including 
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single bill option credit and other various electric delivery charges (i.e., off-cycle 

switching, Purchase Power Option calculator, etc.) along with gas electronic metering 

equipment fees.   


