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 Introduction 1 

Q. Please state your name, job title and business address. 2 

A. My name is Dr. David Rearden and I am a Senior Economist on the Staff (“Staff”) 3 

of the Illinois Commerce Commission (“Commission”) in the Policy Program. My 4 

business address is 527 East Capitol Avenue, Springfield, Illinois 62701. 5 

Q. Please outline your education. 6 

A. I have a Ph.D. (1991) in economics from the University of Kansas. I received a 7 

Bachelor’s degree in economics and history from Eastern Illinois University in 8 

1982.  I studied economics at the Southern Illinois University graduate school 9 

from 1982-1984.  10 

Q. Please state your work background. 11 

A. Before joining Staff in 2002, I was a Manager of Regulatory Policy for Sprint 12 

Corporation (“Sprint”) from 1998 until 2001. I wrote and defended testimony 13 

before state regulatory commissions, helped develop policy for Sprint, provided 14 

analysis and advice for the business units and supported other aspects of 15 

Sprint’s external affairs activity.  16 

 I was a Managing Regulatory Economist at the Kansas Commerce Commission 17 

from 1994 until 1997. I wrote and defended testimony on both energy and 18 

telecommunications issues. I was promoted to Chief of Rate Design and 19 

Managing Telecommunications Economist in 1997.  I supervised five employees 20 

that analyzed rate design for regulated energy companies in Kansas.  21 
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 I taught economics at the undergraduate and graduate levels at the University of 22 

Kansas (1992-1994) and Cleveland State University (1990-1992). Besides 23 

introductory and basic intermediate courses, I taught public finance, 24 

econometrics and graduate level microeconomics.  25 

Q. Have you previously testified before the Commission?  26 

A. Yes, I have prepared written testimony and appeared on the stand for cross 27 

examination in numerous dockets.  28 

Q. Please outline your testimony.   29 

A. First, I examine Ameren Illinois Company’s (“AIC” or the “Company”) discussion 30 

in their testimony of a possible small volume transportation (“SVT”) service.  31 

Next, I consider the options from which the Commission may choose, the relative 32 

merits of those options, and make a recommendation.  I also explore the tariffs 33 

themselves and propose some changes to Riders SVT, GSIC and GTA.  34 

Q. What is an SVT service?  35 

A. An SVT service is a service tailored to meet the needs of residential and small 36 

commercial customers.1  However, somewhat larger customers with similar 37 

needs are also eligible for this service. Transportation service allows customers 38 

to buy gas from unregulated, nonutility suppliers.  AIC has an existing 39 

transportation service.  It has tariffs in place that govern how unregulated sellers 40 

supply their retail customers.  These retail customers are typically larger 41 

customers that are relatively few in number. To provide transportation service to 42 

                                            
1
 Small commercial customers are defined as commercial customers that use less than 5,000 therms per 
year.  
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smaller customers, utilities require a different set of rules to coordinate the 43 

unregulated supply of many small customers.  One difference, in particular, is 44 

that in order to sell to SVT customers, suppliers must acquire a certificate from 45 

the Commission.  Those certificated suppliers are sometimes identified as 46 

Alternative Retail Gas Suppliers (“ARGS”). 47 

Q. What does AIC propose for SVT service?  48 

A. AIC witness Nelson introduces the concept of an SVT service in his direct 49 

testimony.  He states “AIC stands ready to implement small volume transport 50 

service if the Commission so directs and approves recovery of related costs.” 51 

(Ameren Ex. 1.0, p. 6) He next describes Ameren’s estimate of the investment 52 

required to implement an SVT program. (Id., p. 7)  He concludes his discussion 53 

by noting:  54 

AIC desires clear direction from the Commission on whether an 55 
SVT program should be implemented in AIC’s service territory. If 56 
the Commission orders the implementation of an SVT program and 57 
approves recovery of associated costs, then AIC will follow the 58 
Commission’s direction and implement SVT. If the Commission 59 
does not order SVT implementation and associated cost recovery, 60 
then AIC will not implement SVT. (Id.) 61 

AIC witness Seckler attaches two documents to her testimony.  (Ameren Ex. 62 

13.0)  Ameren Exhibit 13.1 is the last draft of what workshop participants 63 

examined, while Ameren Exhibit 13.2 is an Ameren-edited version of Ameren 64 

Exhibit 13.1.  Ms. Seckler argues that these exhibits are not “critical to any policy 65 

decision the Commission may make regarding whether AIC should provide SVT 66 

service[.]” (Id., p. 2)  She also reiterates Mr. Nelson’s point that “AIC is neutral 67 
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with regard to the adoption of SVT and considers the matter a question of policy 68 

to be determined by the Commission.” (Id., p.3) 69 

Q. Please provide the background to AIC’s proposal to begin an SVT program.    70 

A. In AIC’s last gas rate case, Docket No. 11-0282, the Commission directed Staff 71 

to conduct workshops on an Ameren SVT program.  The order concluded that if 72 

the workshops reached consensus amongst the parties, AIC was to file tariffs 73 

implementing that consensus.  According to the rate case order, in the event the 74 

workshops did not reach agreement with all parties, Staff was to file a report with 75 

the Commission “detailing the workshop process and the issues and discussions 76 

presented by the parties. (Final Order, Docket No. 11-0282, January 10, 2012, p. 77 

194)  As noted by Company witness Nelson, the workshops did not achieve 78 

complete consensus,2 and Staff submitted its report to the Commission on 79 

January 10, 2013.  At Staff’s request, Ms. Seckler filed Supplemental Direct 80 

Testimony attaching two versions of the document, which, if AIC were proposing 81 

tariffs, would be draft tariffs. (See Ameren Exhibits 13.1 and 13.2) 82 

Q. Is AIC requesting that the Commission approve SVT tariffs in this docket?  83 

A. No.  Staff served data requests POL 1.1 and 1.2 upon AIC.  POL 1.1 asked:  84 

Is the Company requesting that the Commission approve the 85 
documents that Ms. Seckler attaches to her testimony (Ameren Ex. 86 
13.0) as Ameren tariffs? If the answer is “No,” what precisely is the 87 
Commission being asked to approve? Please explain.” 88 

In response, AIC states:   89 

No. The Company was asked by Staff to provide draft tariffs 90 
developed from the SVT workshop and the Company agreed to do 91 

                                            
2
 Ameren Ex. 1.0, p. 6. 
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so in the testimony of Ms. Seckler. To the extent the Commission 92 
orders the Company to implement an SVT program, including cost 93 
recovery for all system enhancements required for the 94 
implementation of SVT as set forth in the Company's filing, the 95 
Company will file compliance tariff sheets with the Commission 96 
subsequent to such Commission Order. 97 

In response to Staff data request POL 1.2,3 AIC adds: 98 

As noted in Ameren Ex. 13.0, the Company is not asking the 99 
Commission approve the tariffs, but rather is offering draft tariffs in 100 
response to a request by Staff to do so, in anticipation of a potential 101 
directive of the Commission for Ameren Illinois to implement an 102 
SVT program. The Company's request is for the Commission to 103 
approve a general increase in delivery service rates based upon a 104 
2014 test year, and our test year includes costs to implement SVT. 105 
The Company is neutral with regard to the policy decision to 106 
implement SVT, but if the Commission makes such a directive, the 107 
inclusion of related costs in the test year is warranted.  108 

It is possible final tariffs based upon those submitted with Ms. 109 
Seckler's supplemental direct testimony could be approved in this 110 
docket, or as a compliance filing, provided there is an extended 111 
implementation date. However, such action is not required because 112 
the in-service date of potential SVT systems is the 4th quarter of 113 
2014 and the rate case will conclude in the 4th quarter of 2013. The 114 
Company would be willing to further discuss tariff timing and 115 
procedure with Staff and interested parties. 116 

Q. What do you believe are the Commission’s options with respect to an SVT 117 

service?  118 

A. The initial decision that the Commission must make is to either approve or deny 119 

AIC’s proposal to initiate an SVT program.  While the Commission lauded the 120 

benefits from a well-designed retail market in AIC’s last rate case, the 121 

Commission did not order AIC to file SVT tariffs absent consensus.  Therefore, 122 

the Commission can reject an AIC SVT program, its funding, and the draft tariffs 123 

                                            
3
  POL 1.2 asked, “Please refer to Ameren Ex. 13.2. The exhibit discusses Utility Consolidated 
Billing/Purchase of Receivables (“UCB/POR”) several times, for example, at page 17. Where in this 
exhibit is the tariff for a UCB/POR? If the Company has not filed a complete draft UCB/POR tariff, 
please explain what the Commission is being asked to approve?” 
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attached to Ms. Seckler’s testimony.  On the other hand, if the Commission 124 

agrees to the proposal, then it must decide whether to litigate the tariffs in this 125 

docket or in a separate docket after this docket concludes.  Finally, if it decides to 126 

litigate the tariffs in this docket, it must make decisions on terms of the tariffs in 127 

its final order.  128 

Q. What are the reasons that the tariffs should be litigated in this docket?  129 

A. The draft Rider SVT attached to Ms. Seckler’s testimony was developed during 130 

the workshops and is largely a consensus document.  If most of the program’s 131 

details are known, AIC’s preparations for its investments and its operational 132 

plans to begin an SVT program are facilitated.   133 

Q. What is your recommendation?  134 

A. I recommend that the Commission limit its determination in this docket to whether 135 

AIC should begin implementing an SVT program and order the Company to 136 

submit draft tariffs for Commission review in a future proceeding.  This 137 

recommendation is consistent with AIC’s proposal, which is limited to a request 138 

for “direction from the Commission on whether an SVT program should be 139 

implemented in AIC’s service territory.” (Ameren Ex. 1.0, p. 7)  Moreover, 140 

although Rider SVT was extensively investigated in the workshops, Riders GSIC 141 

and GTA were introduced late in the workshops.  As a result, their litigation in this 142 

docket may not be simple or easy.  Additionally, AIC claims that its program will 143 

not be operational until the fourth quarter of 2014. (Ameren Ex. 13.0, p. 3)  That 144 

means that there is ample time to litigate the SVT tariffs in a separate docket that 145 

begins after this docket is concluded.  In my opinion, they need further 146 
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refinement before they should be implemented.  Finally, since AIC submitted 147 

draft tariffs as an exhibit to supplemental testimony, those draft tariffs were not 148 

included in the Part 285 filing. Thus, they were not suspended by the 149 

Commission.  As such, interested stakeholders may not be aware that the 150 

Commission is considering whether to approve draft tariffs for implementing an 151 

SVT program.  This may inadvertently deny such stakeholders an opportunity to 152 

participate in the process to examine SVT program details.  Thus, if the 153 

Commission orders AIC to begin implementing an SVT program in this case, it 154 

should instruct AIC to file SVT-related tariffs in a future proceeding in order to 155 

allow interested stakeholders, including Staff, ample opportunity to vet the 156 

Company’s proposed tariffs. 157 

Q. Has the Commission previously litigated SVT tariffs in a separate docket?  158 

A. Yes.  Both Nicor and Peoples Gas/North Shore Gas litigated earlier versions of 159 

their SVT programs in dockets that concerned only SVT tariffs.  Nicor litigated 160 

their tariffs in consolidated Docket Nos. 00-0620 (Request for an investigation 161 

into the current structure of the Nicor Customers Select Pilot Program and the 162 

Proposed Changes filed August 10, 2000) and 00-0621 (Proposed changes to 163 

Riders 15 and 16 and related provisions).  North Shore Gas and Peoples Gas 164 

litigated their SVT tariffs in Docket Nos.01-0469 and 01-0470 (Proposal to revise 165 

Riders SVT, AGG, Rider 2, Terms and Conditions, and Table of Contents), 166 

respectively.  And Nicor is litigating its proposed POR program and Rider 17 in 167 

Docket No. 12-0569 (Proposal to Establish Rider PORCB (Purchase of 168 

Receivables with Consolidated Billing)). 169 
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Q. Does Staff oppose an SVT program for AIC?  170 

A. No.  Staff believes that the Commission has already indicated that it favors retail 171 

competition.  The Commission stated in the Final Order for Docket No. 11-0282:  172 

The Commission notes that it has long had a policy favoring 173 
competition in energy markets, and the Commission believes that 174 
customers will generally benefit from being given the opportunity to 175 
participate in a well-designed competitive market.  The Commission 176 
also recognizes that the Act also generally supports competition in 177 
the market, and that the Commission has consistently advanced 178 
this view.  (Final Order, Docket No. 11-0282, January 10, 2012, p. 179 
193) 180 

  However, Staff recommends that the Commission review and approve SVT-181 

related tariffs in a future proceeding. 182 

Proposed Changes 183 

Q. If the Commission does want to litigate the SVT tariffs in this docket, do 184 

you have any concerns with Ameren Exhibit 13.2?  185 

A. Yes.  In the event the Commission rejects Staff’s primary recommendation to 186 

review and approve SVT-related tariffs in a future proceeding, I am 187 

recommending changes to the tariffs to address my concerns with Rider SVT, 188 

Rider GSIC and Rider GTA.   189 

Q. What is the purpose of Rider GTA?  190 

A. Rider GTA is designed to ensure that sales customers do not pay the costs that 191 

they should not pay.  As customers switch from sales to small volume 192 

transportation service, AIC obviously requires less supply to meet sales demand.  193 

AIC must enter into contracts for gas prior to customers purchasing it.  If 194 

customers switch too fast, AIC may find that it is buying gas that it cannot 195 
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physically accept. That is, it has contracted for more gas than it needs to meet 196 

sales to its sales customers.  It can relieve that surplus by selling the gas back 197 

into the market.  It first determines which contracts are the incremental contracts 198 

and then terminates those contracts or sells the supply associated with those 199 

contracts back into the gas market.  However, there is likely to be a difference 200 

between the price that AIC paid (commodity cost plus any financial hedging on 201 

the purchase) and the market price at which AIC can sell the gas, or alternatively, 202 

the cost to terminate the contract.  Rider GTA allocates this cost difference solely 203 

to SVT customers.  204 

Q. How does AIC determine which contracts are incremental?  205 

A. AIC first decides based on the pipeline and supply location.  If more than one 206 

contract on the same pipeline and location is involved, it proposes to sell off the 207 

contract with the latest trade date first.  Rider GTA does not further specify how it 208 

would choose contracts to liquidate. (See Ameren Exhibit 13.2, p. 34, section 209 

entitled Order of Contract Liquidation) 210 

Q. What do you recommend with respect to Rider GTA?  211 

A. First, I recommend that Rider GTA be rejected.  I agree that sales customers 212 

should be held harmless if AIC buys too much gas for them.  In this situation, the 213 

remaining sales customers are not responsible for any additional costs caused 214 

by extensive switching to SVT service.  On the other hand, it is my understanding 215 

that no other Illinois gas utilities have such a rider, and AIC does not need one 216 

here, since Rider SVT will not become operational for a year and a half.   Thus, it 217 
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seems that AIC will have ample opportunity to adjust its portfolio to 218 

accommodate SVT service.  219 

Second, the decision to name one particular contract as the incremental contract 220 

is arbitrary.  Excess supply results from all purchases versus all sales.  Also, gas 221 

that AIC sells into the market can physically originate from anywhere: there is no 222 

necessary connection between the supply location and the location it is sold.  223 

Different gas sources as well as sales locations are both interchangeable.   224 

If the Commission approves Rider GTA, it should modify how it is calculated.  225 

Rather than selecting one particular contract or group of contracts to compare to 226 

market prices, the rider should use the system weighted average cost of gas to 227 

compare to current market prices.  This better comports with how utilities 228 

manage their portfolios and systems.  229 

Q. What is the purpose for Rider GSIC?  230 

A. AIC will not allocate certain assets to ARGSs.  It retains those assets to be able 231 

to balance load on the system for all customers, not just sales or transportation 232 

customers.  In order to properly recover the cost of the retained assets, it must 233 

subtract those costs from the Purchase Gas Agreement (“PGA”).  The rider 234 

charges these assets’ cost to all sales and transportation customers except 235 

GDS-7 customers.4   236 

Q. What are your concerns with Rider GSIC?  237 

                                            
4
 GDS-7 is entitled Special Contract Gas Delivery Service. 
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A. The concept for Rider GSIC is theoretically sound if AIC has a consistent and 238 

well thought out approach to the assets it selects to retain to balance and 239 

manage its system.  However, within Rider GSIC, AIC does not specify which 240 

assets are to be included in the rider.  It is difficult to evaluate the rider when this 241 

crucial element is missing.  Further, I am not aware of any other gas utility that 242 

has such a rider.   243 

Q. What is your recommendation for Rider GSIC?  244 

A. I recommend that AIC detail which assets it intends to include in Rider GSIC and 245 

provide a more complete explanation for how those decisions are made.  This is 246 

another example for why the tariffs are best left to a separate docket.  247 

Q. What are your concerns with Rider SVT?  248 

A. I have concerns with how the pipeline penalties are assessed in Rider SVT and 249 

with the documentation for how Rider SVT allocates pipeline assets to the 250 

ARGSs. 251 

Q. What are your concerns with how pipeline penalties are assessed in Rider 252 

SVT?  253 

A. On pages 59 and 60 of Ameren Exhibit 13.2, AIC indicates that pipeline penalties 254 

are assessed only on Rider S and Rider T customers.  For those ARGSs that are 255 

allocated some of AIC’s transportation and storage capacity, their penalties will 256 

be assessed directly by the pipeline.  However, SVT customers should not be 257 

excluded from paying the penalties regardless of the situation or penalty cause.  258 
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Q. What are your concerns with how Rider SVT allocates pipeline assets to 259 

the ARGSs?  260 

A. On page 6 of Ameren Ex. 13.2, Rider SVT refers to a list called, “Cities by 261 

Pipeline” to assign the pipeline on which capacity is released to the ARGS for 262 

each SVT customer.  The pipeline depends upon the customer’s location.  That 263 

specific information is on a list maintained on the web site amerenillinois.com.  It 264 

is convenient for accurate information to be available online.  However, it is 265 

unclear whether the web site is part of the tariff or not.  That is, the web site’s 266 

information determines in part how a utility service will be provided and paid for.  267 

But if that information is not part of the tariffs, AIC may be free to change the 268 

online documents without Commission approval.  To the extent that the on-line 269 

information affects how marketers and customers receive services from the 270 

utility, those on-line documents should be subject to Commission approval.  271 

Q. Does this conclude your prepared direct testimony?  272 

A. Yes.  273 


